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Elisa's Annual General Meeting 2011 will be held at the Helsinki Fair
Center, Congress entrance, Messuaukio 1, Helsinki, at 2:00 pm on
Friday, 25 March 2011.

Shareholders registered in the company's shareholder register
maintained by Euroclear Finland Ltd by Tuesday, 15March 2011, are
eligible to attend the Annual General Meeting.

A shareholder, who is registered in the shareholders' register of
the company and who wants to participate in the Annual General
Meeting, shall register for the Meeting no later than March 18, 2011
at 6:00 p.m. by giving a prior notice of participation. Such notice can
be given:

a) through Elisa’s website www.elisa.com/annualgeneralmeeting

(available only for directly registered shareholders);

b) by e-mail elisa.yhtiokokous@yhteyspalvelut.elisa.fi;
c) by telephone +358 800 0 6242 from Monday to Friday at

8:00a.m.-6:00 p.m.;

d) by telefax +35810 262 2727; or
e) byregularmailtoElisa Corporation, Yhtiokokousilmoittautumiset,
P:0Box 138, FI-33101 Tampere.

Shareholders are entitled to make proposals at the Annual General
Meetingandto address the meeting. Shareholders will exercise their
voting rights based on the number of shares they hold. Each share
carries one vote, and final decisions are made by voting.

Inaccordance with Elisa’s profitdistribution policy, profitdistribution
is40-60percent of the profit for the financial period. Distribution of

additional profit to shareholdersis also an option. When preparing
a proposal or making a decision regarding profit distribution, the
Board of Directors will consider the company’s financial position,
future financing needs and the financial targets set for the company.
Distribution of profitincludes dividend payment, capital repayment
and purchase of treasury shares.

The Board of Directors proposes to the Annual General Meeting
that the profit forthe period 2010 shallbe added toaccrued earnings
and that a dividend of EUR 0.90 per share be paid based on the
adopted financial statements 2010. The dividend will be paid to
the shareholdersregisteredin the Register of Shareholders held by
Euroclear Finland Ltd on the record date March 30, 2011. The Board
of Directors proposes that the dividend be paid on April 7, 2011.

Inadditiontoanannual reportinelectronic format, Elisa will publish
interimreportson 20 April 2011,19July 2011 and 21 October 2011
in Finnish and in English. The annual report will be available in
electronic format at www.elisa.fi.

The annualreport, interimreports, information about the Annual
General Meeting, stock exchange releases and other investor
information are also posted on Elisa’'s website at www.elisa.com
under the heading Investors.

Vesa Sahivirta

Director, IR and Financial Communications
Tel. +35810 262 3036

e-mail vesa.sahivirta@elisa.fi




Elisain brief

In addition to being an efficient network service provider, Elisa
offers and develops new, tailor-made and interesting services to its
customers. ICT services aimed at corporate customers and online
services aimed at consumer customers are on the increase.

Elisa is the leading Nordic communications services provider
anditislistedon NASDAQ OMXHelsinki's Large Cap list. Elisahas
operationsinthe Nordic countries, the Baltics and Russia. We
offerawide range of subscriptions withamultitude of services
toabouttwo million consumer customersregionally, and about
150,000 corporate customers and public administration
organizations globally. Our global alliance partners are
Vodafone and Telenor.

Elisa's business operations comprise consumer customer
business, corporate customer business and Estonian
business.

Elisa is the market leader in mobile broadband as well as
new-generation 3G mobile communications servicesinFinland.
Our services are provided under the Elisa and Saunalahti
brands.

Elisain 2010

The positive development in general economic conditions
continued in 2010. However, the business environment has
not fully recovered to the level preceding the recession.

The competitive environment was tough but stable during
thereportyear. The favorable development in the number of
mobile subscriptions and the use of data services continued.
The use of services made available through 3G subscriptions
also increased. Other factors contributing to the growth in
subscriptionsincluded the use of multiple terminal devices for
different purposes and mobile broadband services.

The smartphone market started to grow during the report
year due to a wider range of phones. Smartphones increase
the use of the Internet, email and different applications, and
thus the use of mobile data services.

Elisa's profitdistributionin 2010 included capital repayment
and dividend payment. Elisa paid a capital repayment of EUR
0.92 per share. Shareholders also received an extra dividend
of EUR 0.50 per share in November.

In28 December2010, the proportion of the total Elisashares
and voting rights held by mutual funds under investment
management of Capital Research and Management Company
exceeded five per cent.

In 2010, Elisa donated a total of EUR 650,000 to support
science, research and education at Finnish universities. Aalto
University was granted adonation of EUR500,000. Donations
were also granted to Jyvdskyld University, Turku University
and Helsinki University.

Key indicators:

EUR million 2010 2009 2008
Revenue 1,463 1,430 1,485
EBITDA 485 484 472
EBIT 268 267 264
Profit before tax 197 235 228
Net result 151 177 177
Earnings per share, EUR 0.96 113 112
Research and product
development 10 10 11
Investmentsinshares 35 6 15,
Capital expenditures 182 171 184
Equity ratio, % 43 46 43
Gearing, % 93 80 93
Employees on 31 Dec 3,665 3,331 3,017
Revenue EBIT
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Report of the CEO

The general economic situation in Finland showed positive
developmentin 2010. Consumer demand continued to be good. At
the beginning of the year, corporate customers were somewhat
cautious but the demand picked up in the second half of the year.
The economic situation in Estonia stabilized and started to show
positive development.

In 2010, competition in the Finnish telecommunications market
continuedtobe challenging but the situationremained stable. The
popularity of smartphones, tabletsand theirapplicationsincreased
rapidly. Smartphones accounted for 45 per cent of the total of
sold new mobile phones in the fourth quarter. The development
of new terminal devices opens good business opportunities also
for Elisa.

The stronggrowthin mobile subscriptions continuedin Finland.
Reasons contributing to the growth included the increasing
popularity of mobile broadband services and the interest shown
by consumers in new smartphones. A slight decline in the fixed
network broadband subscriptions normalized as customers started
to appreciate properties offered by the fixed broadband network
forIPTV services, for example.

Integrated Elisa

Ourstrategy tobuildanintegrated Elisaand toimprove profitability
has produced results. There are still huge possibilities to improve
customersatisfactionand productivity. We centralized information
systemsfurther, shortened delivery and repair times, and invested
in customer service that meet the needs of our customers. We
opened the Omaguru specialist help service for households and
small enterprises. In addition, we improved our customer service
by informing customers proactively about the operation of our
networks. We will determinedly continue to develop our operation
with the intention of improving quality and profitability.

We made investments atthe samerate asinthe past few years,
thus remaining the most significant investor in our field. Our
reported investments in the ICT infrastructure totaled overEUR
180 million. As compared with other operators, Elisa has remained
the biggestinvestoroverthe past five years. We made considerable
investmentsinnetworkandservice systems, such as fixed network
accessandtrunknetworks.In 2010, we multiplied the capacity and
speed of our 3G network. An independent study shows that Elisa
still has the most extensive 3G network, as compared with other
Finnish operators. Through continuousinvestmentsinour network,
we respond to data transfer needs that have grown powerfully
as a result of the increasing popularity of smartphones. We also
introduced anew fourth generation (4G) networkinHelsinki. The 4G
network is used in high-quality virtual negotiations, for example.

Market position to be strengthened with new services

In line with our strategy, we continued to offer new services to
our customers. The most versatile IPTV service in Finland, Elisa
Viihde, continued to develop favorably as aresult of itsincreasing
number of users. Our customers appreciate the service due
to its versatile functions and meaningful contents. We made a
cooperation agreement with the Swedish Voddler video service,
which made thousands of extra videos available to Elisa Viihde
service customers. More and more customers became aware of the

Elisa Vahtihome security service. Inaddition, we launched the new
ElisaKirjaaudio book service with the most extensive selection of
Finnish audio books.

We implemented our strategy as an ICT service provider for
companies. Services provided by Elisa have proven successfulin
situationsinwhichacompany ora publicadministration organi-
zationislooking for good options toimproveits productivity and
the flexibility of operations. We bought the whole capital stock of
Appelsiini Finland Oy that offers IT outsourcing services. We also
bought the majority of shares of Videra, the video conference
service provider. These acquisitions strengthened Elisa’s market
positioninIT outsourcing services, and Elisabecame the leading
video conference solution provider in the Nordic countries.

Personnel development and environment

We determinedly focused on the development of personnel
competence through active job rotation, and comprehensive
training and coaching programs. We invested in different virtual
solutionstohelp ouremployees save time and boost daily working
methods. Our personnel fund increased on the basis of the result
for 2010.

Elisadonated atotal of EUR650,000 to supportscience, research
and educationatFinnish universities. Aalto University wasgranteda
donationof EUR500,000.Donations werealsogranted to University
of Jyvdskyla, University of Turku and University of Helsinki.

Moreover, friendliness to the environmentand energy efficiency
are important focus areas to us. In 2010, we implemented an
internationally unique total energy solution in the new service
center in Espoo. Heat generated by its servers will be entirely
utilized for district heatingin Espoo.

Results and profit distribution

Elisa’s revenue grew faster than the European reference group’s
revenue although the growth has been only two per cent after
therecession. Elisamaintained a healthy profitability in 2010, and
it was in accordance with our guidelines for the beginning of the
year. Thanks to steady and solid financial performance, healthy
equity ratioand strong cash flow, our ability to pay dividends on the
basis of the 2009 earnings was one of the strongest, as compared
with other listed companies in Finland. The Board of Directors will
propose alsotothisspring’s General Meeting thatan excellent profit
distribution be paid to the shareholders.

In our business, we will determinedly focus on improving
customer satisfaction and productivity, and on developing our
expanding service range. | believe that our business will show
positive developmentin 2011, too.

Iwouldlike to thank our customers for the trust they have shown
andourshareholders for their confidencein Elisa’s success. | would
also like to thank each Elisa employee for their commitment and
contribution to the company’s successin 2010.

Veli-Matti Mattila

CEO
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Consumer Customers

The Elisa Consumer Customers unit offers services nationwide

to private consumers and households. We provide our customers
with the most lucrative subscriptions on the market, as well as new
services delivering unrivaled user experiences with new ideas and

meanings.

Our business showed positive developmentin 2010. We improved
customer satisfaction and our cost-efficiency as well as launched
new services to the market. In line with our strategy, we secured
our position further as the market leader in consumer customers’
communications services with regard to mobile subscriptions and
fixed network voice services. In cable TV services and in fixed
broadband subscriptions we retained our market position among
the top players.

We currently serve approximately 1.5 million households, which
own approximately 3.1 million Elisa mobile and fixed network
subscriptions. Mobile subscriptions represent about 2.2 million of
the total, fixed network subscriptions approximately 250,000, and
broadband subscriptionsabout 350,000. In addition, we have around
250,000 cable TV customers.

We provide our customers with mobile services through Elisa’s
first-rate 3G network with the best proven coverage in Finland.

Meaningful contents and new user experiences
Ourlargeclienteleallowsusto continuously develop and offerservices
thatdeliversuperioruser experiences to our subscription customers.
Our service business is organized under the Elisa brand.

TheElisaViihde entertainmentservice hasincreasedits popularity
andis currently the marketleaderinIPTV services. Asaresult of the
high demand for Elisa Viihde, we extended its regional availability
andthusmadeitavailable nationwide to allmajor growth centers. We
havealsoincreased the contentsignificantly withnew TV channels
and films. The Elisa Viihde service was supplemented with 17 new
channels in 2010. Consumers can currently enjoy new interactive
special contents, such as NHL games and F1 competitions.

In the fall of 2010, Elisa became the first company in Finland to
begin cooperating with the Swedish Voddler video service. This
service provides Elisa’s customers with an opportunity to watch
online, free of charge, thousands of videos with theirown PCs. The
video service brings more than 2,500 quality films, TV series and
documentary films within reach of our customers.

The Elisa Vahti home security service was received well by
consumers. The service allows the user to monitor online, for
instance, what happens at home or at their summer cottage. We
have developed the service further on the basis of the customer
feedbackobtainedin2010. The awareness of the Elisa Vahtiservice
has grown favorably and the service has fulfilled the requirements
setforit.
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ElisaKirja, launchedinjune 2010, is one of our totally new services.
It makesallaudio books publishedin Finland available toconsumersin
mp3format. Elisa cooperates with all the most significant publishers
in Finland.

First-rate customer services

We develop our customer services on a continuous basis as satis-
fied customersare the cornerstone of our successful operation. We
haveimproved Oma Elisaand Oma Saunalahtiself-service channels
by providing them with new functions. Omaguru, another new
service, wasreceived favorably by customers. Itisaspecialist help
service that offers unrivaled technical guidance and installation
assistance. Omaguru provides our customers with guidanceinthe
introduction, use and installation of different digital equipment,
systems and applications, and thus offers them more extensive
help than before.

Our determined focus on customer service improvementin both
self-service channels and telephone services has producedresults.
The studies conducted by the IROResearch marketresearchagency
show that Saunalahtienjoys the country’s highestrate of customer
satisfaction.

Strong subscription business in future as well

In 2011, Elisa will continue to implement its strategy. We will
further strengthen our ability to offer affordable and high-quality
subscriptionstoourcustomers. We willinvestinthe service business
by launching new services and meaningful new features.

To improve the conditions for subscription and service business
operations, we will continue to make sizeable investments in the
network to increase the availability and coverage of the mobile
broadband network.

Our key objective is to improve customer satisfaction and the
quality of our products and services.

Elisa Kirja, launched in June 2010,
makes all audio books published in
Finland available to consumers in
mp3 format.
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All our services are available online. We implement our services so
that they optimally meet the requirements set by our customers’
processes and business requirements. Our service range includes
solutions for office, production and customer service environments.
Ourdeep understanding of our customers’business, ourlong history,
experience, telecom competence as well as secure datanetwork and
service platforms provide us with excellent capabilities to develop
new ICT services.

The Corporate Customers unitoffers services worldwide to about
150,000 corporate customersindifferentindustries and the public
sector. We provide services through a nationwide network of 12
offices extending from Kemijdrvi to Helsinki.

Stronger position with acquisitions

We expanded our position as an ICT service provider and
supplemented our service range with product development, new
servicesand successful acquisitions. We acquired the whole capital
stock of Appelsiini Finland Oy to supplement our infrastructure
services.Combining the IT services offered by Appelsiiniwith Elisa’s
current service range allows us to provide enterprises with the
market's strongest ICT service package in the segment of medium-
sized enterprises.

We also consolidated our position by acquiring the majority of
sharesof Videra, the leading video conference service providerinthe
Nordic countries. Combining Elisa’s and Videra's fields of expertise
makesit possible to utilize interactive communications solutionsina
new way, forinstance, in customerservice, trainingand healthcare
in private and public sectors.

Increased productivity and efficiency with new services

In addition to providing new services, in 2010 Elisa invested in the
developmentof quality mattersand the understanding of customer
needs on a long-term basis. We want to lead the way and develop
our service offering to better meet the needs of organizations in
a changing world. As working has become increasingly mobile and
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international, the requirements set for our communications media
have tightened as well. At the same time, the distinction between
working hoursandleisure time has blurred and flexibility increased.
Changes in working methods result in changes in management
methods. Moreover, environmental issues certainly deserve more
attention.

Virtual collaboration improves interaction across organizational
and geographical boundaries while saving costs and the
environment. Elisa continued to enhance its expertise and the
selection of new video conference services. Elisa launched an
Android video conference solution to give a chance to employees
to take part in video conferences directly with a smartphone or a
tablet computer.

Virtual collaboration services have also significantly improved
our own productivity. We are one of the biggest users of virtual
conference services in Finland. We opened, for instance, virtual
corporate service points in Kajaani, Kuopio and in Tapiola Espoo.

By using virtual conferences we created significant calculatory
savings in 2010: about 46,000 two-way trips went unmade, more
than 100,000 working hours unused and about 1,186,000 kilograms
of carbon dioxide emissions unproduced.

We continuedtodevelop Elisa Cloud Computing services toenable
theleasing of datacenters, application development platformsand
software programs through a cloud. Customers can themselves
manage the whole service package from their own workstations,
build adatacenterin minutesand manage theirdatacenterservices
in real time. This service is focused on small and medium-sized
enterprisestoallow themtoacquire the services they need flexibly
and in segments.

The increasing popularity of electronic services and electronic
invoicing also generates cost and environmental savings. Elisa has
launchedFinland'smostextensiventernetbasedelectronicfinancial
administration software, which is designed for small and medium-
sized enterprises. Electronic financial administration now allows
customers to spend the time they used to reserve for traditional
routines on the management of business and sales operations or
customer service, while also decreasing the carbon footprint of
the company.

In 2010, we continued to further develop our customer service
solutionsandalsolaunchednewinnovativeservices.Weincorporated
personal customer service into our online services for corporate
customers. This allows customers to establish a voice or instant
message connection through a website with the service provider's
customer service by pressing one button only. Furthermore, we
provided our corporate customers with Elisa Dialog, atwo-way short
message service designed for communications, customer service
and marketing. This service makes it possible to focus the sending
of customized messages accurately in order to fulfill the needs of
each target group.

Innovative ICT service development

In 2011, we'll put effort into developing new communications
services and make them available to our customers bothin Finland
and abroad. We want to strengthen our position as the leading
provider of video conference services in the Nordic countries and
continuethe developmentof newIT, telecom, visual communications
and customerinteraction services. Inaddition todevelopingourown
customer service, we'll continue to enhance electronic assistance
services, such as online purchasing and Oma Elisa services.

Changes in working
methods result in

changes in management
methods as well.
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Elisa Estonia

The number of Elisa’s subscriptions increased in 2010 due
to the growing popularity of the mobile broadband.

The economic recession has clearly slackened in Estonia and its
deepestphase waspassedin 2010. According to Statistics Estonia,
GDPincreasedallyearroundin Estoniainthe yearunderreview. Elisa
Estonia’s full year revenue was EUR 84 million.

Elisa got more than 80,000 new customersin Estonia during the
year. At year-end, the number of customers totaled 438,000.

In August 2010, Elisa reached a top position with regard to the
portability of phone numbers. According to statistics kept by the
Estonian Technical Surveillance Authority, customers have, in the
second half of the year, clearly preferred Elisa's network to others
when porting their numbers.

Elisa as a trailblazer
ElisaEstoniawasatrailblazerin 2010 with regard to mobile Internet-
based services in the Estonian telecommunications markets.
The number of mobile broadband users started to grow due to
mobile broadband service packages offered to the market. These
packages attracted consumers to buy as they enable unlimited
datatransfer.

According to TSN Emor, Estonia’s leading market research firm,
Elisa Estoniais the market leaderin the mobile broadband services
with its market share of over 30 per cent.

Tough price competition

The price competition is tough in the Estonian telephone service
business, and therefore the price level of operators has decreased
noticeably. Comparison of pricesin the Estonian mobile services with
those across Europe reveals that the price level in Estonian mobile
phone markets is very consumer-friendly.

Elisa Estonia guarantees to provide its customers with the best
possible service quality. In the year under review, Elisa expanded
3G and 2G coverage areas greatly by establishing 173 new base
stations around Estonia.

Elisa aims at offering the fastest data transfer connection in
cities, towns and provinces where the company has a 3G network.
Elisa was the first operator in Estonia and the third in Europe to
introduce UMTS9S00 technology. The 3G network operating on
lower frequencies enables us to expand the 3G coverage area cost-
effectively across sparsely populated areas.

Elisa Estoniareduced the prices of mobile Internet-basedservices,
phone callsand SMS messagesin foreign countries from1july 2010
due to EUregulations.

Elisa intends to grow in Estonia, in particular, through mobile
broadband services as well as traditional prepaid and postpaid
services.
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Personnel and the Environment

Elisa's focus areas in 2010 were to establish a results and goal
oriented work culture where people strive for excellence and
continuous improvement. Other objectives were to promote well-
being at work and leadership that inspires people and delivers results.

Elisaprovidesits personnel with good benefits.

We promote:

o flexibility at work and flexible working
hours

e teleworkingasanenvironmentally friendly
option

e theuse of good tools to enable mobile
working anywhere and at any time

e theuse of ourownservices and products to
enable us to help our customers

e physical exercise and a healthy lifestyle to
support coping and well-being at work.

Elisa’s personnel, supervisors and
management work together to develop
Elisainto an excellent workplace that
attracts skilled, innovative and committed
people, and encourages these people to
develop services that deliver superior user
experiences and overall solutions that improve productivity. Elisa
has shared company-wide HR practices in several fields, including
recruitment, promotion of well-being at work, work community
development, competence development, remuneration and
incentives.

Work Community Development and Well-Being

Possibilitiestocoordinate workand leisure timeareimportantdrivers
with regard to high performance, personnel’s work satisfaction
and well-being at work. Elisa’s multi-space working environment
featuresvirtualtoolsandsolutions that support the Elisabrand and
mobile working. The popularity of teleworking furtherincreasedin
2010. Teleworking was considered to be an efficient and productive
working method that facilitates the coordination of work, leisure
time and family life, whichinturn contributed toenhanced personnel
well-being.

In-house mobility (jobrotationandrelocation), different training
and coaching programs, support to personnel’sindependent studies
as well as study leaves and job alternation leaves enhance the
expertise of people and their well-being. All these elements were
efficiently utilized in 2010.

A personnel survey conducted in September 2010 showed that
employee satisfaction had further improved in almost all of the
areas covered by the survey. The internal employer image and the
feeling that Elisa cares about its personnel improved significantly
in 2010. The survey results were discussed under the leadership

of supervisors. The personnel and the supervisors decided
together upon development actions that help individual groups
and supervisorsimprove theirown operationsin 2011. Development
of the workingatmosphere in the most critical areas was and will be
monitored quarterly with a Resource Index.

Elisa participated for the first time in the Great Place to Work
survey. It was decided to highlight development objects vital to
the personnel on the basis of the survey’s Trust Index results.
They will be used as a help when developing excellence in the work
community.

Intensive cooperation with the occupational health care
organization is very important to personnel’s well-being. The
focus areasin 2010 included preventive actions and efficient local
collaboration.

Elisa's employees working in different locations could take
exercise and take advantage of cultural services together by means
of opportunities offered by regional recreational activities. Popular
activitiesincludedteamsports, goingtothegym, employees’exercise
breaksandinstructed walkingand exercise classes. So-called health
kiosks were considered to be a comfortable and flexible way of
checking up on your own lifestyle and health related issues. Long-
term coaching programs designed for improving well-being were
continued and employees participating in those programs focused
on getting physically fitter and adopting a healthier lifestyle.
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Personnel and the Environment
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Number of employees, gross capacity and gender distribution

2010 2009 2008

Total number of the employees 3,665 3,331 3,017
Gross capacity 4,303 3,986 3,589
Male 2,577 2,394 2,050
Female 1,726 1,592 1,539

One of the key drivers of well-being for employees is the oppor-
tunity to influence their work. Measures taken in 2010 towards
this target included expanding small group activities for new work
communities and new locations, particularly in customer service
organizations.

Industrial Safety and Work Environment Operations

In 2010, a new work environment and well-being cooperation
organization stabilized its position to meet the needs for change
in the business. The cooperation organization consists of the work
environment committee, the work environment development
steering group and regional recreational committees.

The work environment committee discussed various psychological
and social work environment issues, their monitoring, observation
andshared policies. The focusareasin 2010related to copingat work
and psychological stress, challenges set by mobile working, contact
center and help desk work conditions as well as the prevention of
workplace harassment and bullying by increasing knowledge and
understanding.

Personnel costs
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Promoting Equality

Elisahas prepared an equality planannually since
2006. The equality plan for 2010 addressed
remuneration, careerdevelopment, groupforma-
tion, the weight of equality issues and well-being
at work.

Women were encouraged to seek better
career opportunities, and general awareness
of equality was increased by including more
questions on equality in the personnel survey.
Oneof the objectives setfor2011 was to expand
the possibilities for teleworking and establish it
asacommon working method.

Personnel Development

Elisa's personnel development efforts consist
of on-the-job learning, support to supervisors
and coaches and different training and coaching programs. ElisaHR
organized centrally, firstand foremost, managementand supervisor
training, project training, language training and work community
development training. The units arranged product, service, sales,
process and induction training events.

We highlighted in-house mobility; i.e. active job rotation and
relocation, as one of our overall competence development issues.
Lessthan 10 percent of Elisa’s personnel changed jobs temporarily
or permanently in 2010.

A proactive intervention model was launched to support the
management. In other words, supervisors should help and support
employees if their performance levels start to deteriorate, the
number of absences from workincreases or other problems emerge
inthe workplace.

In the autumn of 2010, Elisa started a management coaching
programthat consists of three trainingmodules with the duration of
oneweekeach. Thefirstmodule wasimplementedin November2010.
Two other modules will be implemented in the first half of 2011.

Elisa Corporation Annual Report 2010 10
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Elisa's traditional long-term coaching programsincluded training
fornew supervisorsandthe Elisa Pro for distinguished salespersons
and customer service personnel at the customer interface.
Competence-based vocational qualifications launched by Elisa in
2010 included the Specialist Qualification in Management (JET),
the Specialist Qualificationin Product Developmentand the Further
Qualificationin Sale. Several tens of employees at Elisa will take part
in these training events with the duration of over six months.

More than 200 shorter training events were arranged in 2010.
Their duration was from 0.5 to 2 days. Training organized in an
online learning environmentis nowadaysincreasingly popular. The
supervisor and personnel training that strengthens Elisa’s work
cultureandaimsat high performance and excellence were organized
in the online learning environment and by means of joint review
exercises with the goal of developing processes. Every employee
at Elisa took partin the training in 2010.

Elisa Meeting Center was still used very actively as a venue for
virtual meetingsand training events. Elisa subsidized its personnel’s
independent studies in training programs chosen by the people
themselves.

Cooperation with Educational Institutions

Elisa cooperates with several educational institutions, providing
students with differentkinds of opportunities for becoming familiar
with today's workinglife.In 2010, closer cooperation was conducted
with Aalto University and a few universities of applied sciences.

Employer-Employee Cooperation

Forcooperation, 2010 wasinmany ways exceptional. Collective labor
contractsinthelCT sectorwerein effect until the end of June 2010.
Negotiationsfornew contractsbeganin April. Athree-year collective
labor contract was bargained with the Federation of Professional
and Managerial Staff (YTN) in June 2010, but negotiations between
the Union of Salaried Employees (present Pro) and the Employers’
Association TIKLIwent on until the contract was finally made at the
end of September. The contractis valid for two years.
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Positive cooperation covered personnel relocation services that
wereintroduced at the beginningof 2010 and focused on personnel
members left without work due to organizational measures, change
in business, the market situation or other similar reasons. Elisa
provides these persons with more efficient and in-depth training
topreparethemtosearch forasolutiontotheirindividual situations
eitherfrom Elisa oroutside Elisa. Elisaintroduced a change planning
model three years ago and its application in practice continued in
2010. Elisa has established efficient relocation services to be used
after the application of that model ends.

Environmental Responsibility

Elisawants tobeinvolvedin the building of the low-carbon society
and in the promotion of sustainable development. It can reach this
objective by decreasing both Elisa’s own and customers’ carbon
footprint with the help of Elisa’s services. These objectives are
reached with continuous measurement and assessment.

Itis possible forthe ICT sectortoindirectly reduce the amount of
all greenhouse gas emissions as much as 15 per cent by 2020. Each
human beingis, on his/herown part, responsible for the future.Inits
sector, Elisa canaffect the future significantly by offering technology
that helps customers reduce their own carbon footprint, and by
adopting energy saving solutions.

The reduction of customers’ carbon footprint directs Elisa’s
environmental responsibility towards operative operations in
company’s business units, and thereforeitis part of Elisa’s business
potential. Elisa started to build a new server centre in the spring of
2010. Itisimplemented together with the leading energy company
asaninternationally unique and environmentally friendly solution.
Inatraditional solution, serverroom carbon dioxide emissions would
total some 2,000 tonnes of carbon dioxide (tCO,). However, in the
solution under construction, the computer room emission balance
is negative because the heat generated by the servers will be fully
utilizedindistrictheatingin Espoo. Asaresult of the heat utilisation,
the computer room reduces the amount of emissions in the Espoo
region by a total of about 7,500 tCO,,.

On 1 July 2010, Elisa initiated carbon dioxide emissions meas-
urements setting clear targets for the measurements. The use of
reliable calculation methods allows Elisa to demonstrate concrete
numbers forthe reduced carbon dioxide emissions. The calculations
will be checked by independent limited assurance engagement. In
the second half of 2010, the calculatory emissions by customers fell
by morethan1,247tC0,and those by the company were reduced by
more than1,620tCO,. Theradio network’s emissions per subscription
decreased in the fall by 1.9 per cent while emissions fell more than
55 percentin proportion to the package data volume, as compared
with the reference periodin 2009.

A more detailed report on Elisa’s environmental responsibility
indicators H2/2010 is available on Elisa’s website at www.elisa.fi.
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The financial report has been prepared in accordance with the
International Financial Reporting Standards (IFRS).

Market situation

Positive trends in the general economy have continued. However,
general business activity has not yet fully recovered to its pre-
recession level.

The competitive environment remained keen in Finland. The
mobile subscription base and the use of data services continued
to evolve favourably. The mobile smartphone marketis developing
briskly. With broader assortment now available, a significant por-
tion of the mobile handsets sold is smartphones. The use of serv-
ices made available through 3G subscriptions has increased. Other
factors contributing to the growth have been the use of multiple
terminal devices for different purposes, mobile broadband serv-
ices and prepaid subscriptions. Churn in mobile subscriptions has
increased due to more aggressive campaigning.

The number and usage of traditional fixed network subscrip-
tions decreased at the same pace as in the previous quarters. The
number of fixed broadband subscriptions increased slightly, while
the strong subscription growth in mobile broadband continued.

Revenue, earnings and financial position

EUR million 2010 2009 2008
Revenge 1,463 1,430 1,485
EBTDA 485 484 472
EBITDA-% 33.1 338 318
EBITDA excluding non-recurring

items 485 484 478
EBITDA-% excluding non-recurring

items 331 338 322
BT 268 267 264
BIT% 18.3 187 178
Returnonequity, % 17.4 199 185
Equity ratio, % 42.5 461 433

Revenueincreasedby 2 percentonthe previous year.Revenue grew
inthe Consumer Customers mobile servicesand equipmentsales, as
well asin Corporate Customers mobile and ICT services. Consumer
Customers online services also contributed positively to revenue
growth. Development of traditional fixed telecom services in both
segments affected revenue negatively.

EBITDA was at the previous year's level. Revenue growth in the
mobile servicesand productivity improvement measuresimproved
EBITDA, but on the other hand strong growth in the number of
mobile subscriptions together with higher churn increased the
sales costs. Personnel costs were also higher than a yearago as a
result of higher call centre activities and acquisitions.

Financial income and expenses totalled EUR -71 million (-33).
Financial expenses increased mainly due to the EUR 40 million
settlement of the CDO guarantee liability (see Note 33 to the
consolidated financial statements). Interest expenses decreased
EUR 2 million from the previous year. Income taxes in the income

statementamountedto EUR-47 million (-58). Elisa’s earnings after
taxes were EUR 151 million (177). The Group's earnings per share
(EPS) amounted to EUR 0.96 (1.13).

31.12. 31.12. 31.12.
EUR million 2010 2009 2008
Netdebt 776719 e
Netdebt/EBITDA® 16 15 17
Gearing ratio, % ...932 738 928
Equityratio, %_ 425 461 433
EUR million 2010 2009 2008
Cashflowafterinvestments 172 252 260

b (interest-bearing debt - financial assets) / (4 previous quarters’ EBITDA
exclusive of non-recurring items)

Elisa's cash flow afterinvestments was EUR 172 million (252). Cash
flowwaslowerthanayearagomainly asaresultof the EUR 40 million
CDOguarantee settlement payment, higher capital expenditure and
acquisitions. Change in net working capital was EUR 7 million (37).

Changesin corporate structure

In April, Elisastrengthenedits positionasanICT player by acquiringa
majority holdingin Videra Oy, aleading video conferencing company
in the Nordic countries. Videra became part of the Elisa Group and
Elisa's holding is 68.8 per cent. Videra continues its operations as
Elisa's subsidiary. The acquisition price was EUR 11 million.

InSeptember, Elisalaunched cooperation with Voddler, a Swed-
ishinternetvideoservice. Toengageinclosercooperationand sup-
portVoddler'sinternationalization, Elisainvested EUR 3 millionand
received 8 per cent of Voddler's shares.

InNovember, Elisaacquired the entire share capital of Appelsiini
Finland Oy. The acquisition price was EUR 17 million including EUR
2 million cash in the company. Appelsiini continues its operations
as a 100 per cent owned Elisa subsidiary.

Consumer Customer business

1-12/ 112/

EUR million 2010 2009
Revenue . 883 848
... 290 284

...3e7 335

.....165 161

108 .22

The Consumer Customer business revenue grew by 4 per cent.
Revenue growth was driven by mobile broadband and other mobile
servicesasaresultofincreased subscriptionsand equipmentsales.
The growth trend in online services continued and strengthened.
Fixed network services revenue continued to decrease. EBITDA
grew by 2 per cent mainly due to increased revenue. The Estonian
business'revenue and EBITDA decreased.
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Corporate Customer business Investments

1-12/7 1-12/ 1-12/7 1-12/
EUR million 2010 2009 EURmillion 2010 2009
Revenue . ..378 583  Capitalexpenditures, ofwhich 184 171
EBITDA o o195 200 -ConsumerCustomers ... 108 92
EBITDA-Y% o ..33.8 343 -CorporateCustomers o 2879
eglr 103 107  Shares 35 6
CAPEX 76 79  Total 218 178

Corporate Customers business revenue decreased by 1 per cent.
Usage of mobile servicesand theincreased number of subscriptions
increased mobile revenue. ICT services growth was enhanced by
acquisitions. Traditional fixed telecom services revenue continued
todecrease. Thedecreasein EBITDAwasattributable mainly tothe
declineinrevenue.

Personnel

In)January-December, the average number of personnel at Elisawas
3,477 (2009 average 3,216 people, 2008 average 2,946 people).
Employee benefit expensesin 2010 totalled EUR 208 million (2009
EUR 189 million and 2008 EUR 162 million). Personnel at the end
of 2010 amounted to 3,665 (3,331). Personnel by segment at the
end of the period:

31.12.2010 31.12.2009

Consumer Customers | 2,084 1,975
Corporate Customers 1,581 1,356
Total 3,665 3,331

Compared to 2009, the number of personnel grew mainly
through acquisitions and growth in call centres. The call centre
headcount varies flexibly according to business activity. Acquisi-
tionsincreased the number of personnel by 181.

In2008, Elisa's Board of Directors decided onanew share-based
incentive planfortheElisa Group key personnel. The detailed terms
and conditions of the plan can be found in Elisa’s 2009 Annual
Report. The planincludes three earning periods, which are the cal-
endar years 2009, 2010 and 2011.

In December, Elisa's Board of Directors decided that the poten-
tial reward from the earning period 2011 will be based on the
Elisa Group's earnings per share and revenue in 2011. The plan is
directed to approximately 160 people. The maximum reward pay-
ablein the earning period 2011 on the basis of the planis 909,000
Elisa shares.

In 2010, the main capital expenditures relate to the capacity and
coverage increase of the 3G network, as well as to other network
and IT investments.

Financing arrangements and ratings

Maximum Inuseon

EUR million amount 31.12.2010
Committed credit lines L300 32
830 102

L3000 .. 823

DThe programis not committed
2 European Medium Term Note program, not committed

Creditrating agency Rating Outlook
Moody'sInvestor Services Baa2 . Stable
Standard&Poor's ... BBB Stable

The Group's cash and undrawn committed credit lines totalled EUR
300 million at 31 December 2010 (EUR 331 million at the end of
2009).

In March, Elisaissued a EUR 75 million bond underits EMTN pro-
gramme. The bond has a three year maturity and pays 3 per cent
interest.

The CDO guarantee dispute regarding the extent and scope of
Elisa's obligations and liability to the arranger bank has been set-
tled and the guarantee terminated in December. The final amount
of the guarantee expense is EUR 40 million, which is EUR 5 million
lessthantheprovisionbookedinthefirstquarterof 2010. The guar-
antee liability is referred to in Note 33 of the consolidated finan-
cial statements.
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Share

1-12/
Trading of shares 2010
Shares traded, millions 144.7
870 1161
Shares and market values 31.12.2010 31.12.2009
Total number of shares 166,307,586 166,307,586
10,534,506  10.688,629
155,773,080 155618957
16.27

2534 2484
633 BB

At the end of the year, Elisa’s total number of the shares was
166,307,586 (166,307,586), all within one share series.

In March, Elisa distributed a capital repayment of EUR 0.92 per
share, totalling EUR 143 million, in accordance with the decision of
the shareholders at the Annual General Meeting.

Elisa transferred 156,633 Elisa shares in March to persons
involved in the 2009-2011 share-based incentive plans. In June,
2,510 shares given under the share-based incentive plan were
returned to the company.

In the first quarter, Elisa and Vodafone renewed their partner-
ship and long-term cooperation agreement. As a part of the new
agreement, the clause allowing Vodafone to participate in poten-
tial Elisa share bids, as per the 2002 agreement, was removed.

InMay, Elisareceived anotice that BlackRockInc.'s proportion of
the total number of Elisa shares and voting rights had decreased
below 5 percent (1/20) and was at that date 4.94 percent (8.2 mil-
lionshares).

In October, Elisa distributed an extraordinary dividend of EUR
0.50 per share totalling EUR 78 million, which was distributed out
of retained earnings. No dividend was paid on treasury shares held
by Elisa.

The strike price of the Elisa 2007 stock options series 2007A is
EUR16.62, series 2007Bis EUR9.47 and series 2007Cis EUR12.57.
Futuredividends and capital repayments willbe deducted from the
subscription price upon payment. The share subscription period for
2007B stock options began on 1 December 2010 and it will end on
31 May 2012. For 2007A it beganon 1 December 2009 and will end
on 31 May 2011.

In November, Elisa made a decision to apply for listing of the
Elisa 2007B stock options on the NASDAQ OMX Helsinki Ltd as of
1 December 2010. The total number of outstanding 2007B stock
options is 850,000. Each 2007B stock option entitles its holder to
subscribe for one (1) Elisa share. Elisa's subsidiary, Fonetic Oy, isin
possessionof 273,000 2007B stock options, but may notsubscribe
for new shares with stock options.

InDecember, Elisareceived a notice that the total proportion of
Elisa shares and voting rights held by mutual funds under invest-
ment management of Capital Researchand Management Company
has exceeded five per cent (8,395,128 shares). Capital Research
and Management Company does not own the shares for its own
account. The shares are owned by mutual funds under the discre-
tionary investment management of Capital Research and Manage-
ment Company.

In December, a total of 400 shares were subscribed for with
2007B option rights. The subscriptions will be approved in 2011.

Research and development

The Groupinvested EUR 10 millioninresearchand development, out
of which EUR 2 million has been capitalised in 2010 (EUR 10 million
in 2009 and EUR 11 million in 2008), corresponding to 0.7 per cent
of revenue (0.7 per centin 2009 and 0.7 per cent in 2008).

The Annual General Meeting

On18March 2010, the shareholders atthe Annual General Meeting
decided on a capital repayment of 0.92 Euros per share based on
the adopted financial statements 2009.

The Annual General Meeting adopted the financial statements
for the period in question. The members of the Board of Directors
and the CEO were discharged from liability for 2008.

The number of the members of the Board of Directors was con-
firmed at seven (7). Pertti Korhonen, Ari Lehtoranta, Raimo Lind,
Eira Palin-Lehtinen, Risto Siilasmaa and Ossi Virolainen were re-
elected as members of the Board of Directors and Leena Niemisto
(Managing Director at Medical Center Dextra) as a new member of
the Board of Directors.

KPMCG Oy Ab, authorised publicaccountants, was appointed the
company's auditor. APA Pekka Pajamo is the responsible auditor.

The Annual General Meeting accepted the proposal to amend
the provision on the notice of a general meeting in the Articles of
Association. Themainchangeis that the publication date of anotice
corresponds to the amended Finnish Companies Act.

The Board of Directors' authorisations

The Board of Directors was authorised to donate amaximum of EUR
700,000 to support activities of Finnish universities and colleges
during 2010. Based on this authorization, the Board of Directors
made donations to the Aalto University, the University of Jyvdskyld,
the University of Helsinkiand the University of Turku totalling EUR
650,000.

The shareholders at the Annual General Meeting accepted the
proposal of the Board of Directors to resolve to distribute funds
fromunrestricted equity to a maximumamount of EUR 100 million,
of which EUR 78 millionis used. The authorisation is effective until
the beginning of the following Annual General Meeting.

The shareholders at the Annual General Meeting decided on
the authorisation to repurchase or accept as pledge the compa-
ny's own shares. The repurchase may be directed. The amount of
sharesunderthisauthorisationis maximum10 million. The author-
isation is effective until 30 June 2011.
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The shareholders at the Annual General Meeting approved the
proposal of the Board of Directors on theissuance of shares as well
astheissuance of specialrights entitled toshares. Theissue may be
directed. The authorisation is effective until 30 June 2014. A maxi-
mum aggregate of 15 million of the company’s shares can beissued
under the authorisation.

Significant legal issues

The verdict on 28 May 2009 regarding Jippii Group stock exchange
disclosuresin2001 became finalupon the Supreme Courtdecisionon
10March 2010 todismiss the appeal. The Supreme Court, however,
on 10 January 2011 cancelled the court of appeals decision.

Thereisaninvestigation by the Finnish Communications Regu-
latory Authority regarding the wholesale pricing of Elisa subscriber
lines (local loop). The Finnish Competition Authority, however,
ended the investigation on Elisa household cable pricing.

In May, the Finnish Communications Regulatory Authority (Fic-
ora)issuedadecisiononpricinglocalloopaccess, according towhich
Elisa must reduce its pricing to a level based on Ficora’s decision.
Elisaappealed against the Ficora's decision and looked forinterrup-
tion of the enforcement from the Supreme Administrative Court,
which gave aninterimjudgementand dismissed the interruption of
the enforcement in August 2010. The judgement did not concern
the principal claim and the proceedings continue in the Supreme
Administrative Court.

Elisa has settled the dispute relating to the CDO arrangement
with the arranger bank and terminated the guarantee.

Regulatory issues
The Parliamenthasdecided tomake a change to the Communications
MarketAct, which willalterthe current telephone number portability
practices. Thekey contentof the changeis that number portability
should be allowed despite the fact that the customer has a valid
fixed-term contract. The change will come into force in spring
2011.

In December, Ficora published its view on the development
of mobile termination rates. Their view is that the rates should
decreasein the future.

Substantial risks and uncertainties

associated with Elisa’s operations

Risk managementis part of Elisa'sinternal control system. Itaims to
ensure that risks affecting the company’s business are identified,
influenced and monitored. The company classifies risks into
strategic, operational, accidental and financial risks.

The telecommunications industry is under intense competition
in Elisa’'s main market areas, which may have an impact on Elisa’s
business. The telecommunications industry is subject to heavy
regulation. Elisa and its businesses are monitored and requlated
by several public authorities. This requlation also affects the price
level of some products and services offered by Elisa.

Therapiddevelopmentsintelecommunications technology may
have asignificant impact on Elisa’s business.

Elisa’s main market is Finland, where the number of mobile
phonesperinhabitantisamongthehighestintheworld,andgrowth
insubscriptions is thus limited. Furthermore, the volume of phone
trafficin Elisa’s fixed network has decreased in the past few years.
These factors may limit the opportunities for growth.

The company's core operations are covered by insurance against
damage andinterruptions caused by accidents. Accidentrisks also
include litigations and claims.

In order to manage interest rate risk, the Group’s loans and
investments arediversifiedin fixed- and variable-rateinstruments.
Interest rate swaps can be used to manage interest rate risk.

As most of Elisa Group's cash flow is denominated in Euros,
the exchange rate risk is minor. Elisa's Estonian business, which is
approximately 6 per cent of the consolidated revenue, is denomi-
nated in Estonian crowns. Estonia joined the European monetary
union as of 1 January 2011 with the current exchange rate, which
removed this exchange risk.

The objective of liquidity risk management is to ensure the
Group'sfinancinginallcircumstances. Elisahas cash reserves, com-
mitted credit facilitiesand a sustainable cash flow to coverits fore-
seeable financing needs.

Liquid assets are invested within confirmed limits to invest-
ment targets with a good credit rating. Credit risk concentrations
inaccounts receivable are minor as the customer base is wide.

A detailed description of the financial risk management can be
found in Note 34 of the consolidated financial statements.

Environmental issues

Elisa carries out high-quality and environmentally responsible
telecommunications services. The utilisation of these services
reduces the need to transport people and goods, which leads to
areductionin traffic.

Elisa wants to be involved in the building of a low-carbon soci-
ety and in the promotion of sustainable development. It can reach
this objective by decreasingboth Elisa’sownandits customers'car-
bonfootprintwith the help of Elisa's services. These objectives are
reached with continuous measurement and assessment.

Reducing customers' carbon footprint guides Elisa’s environ-
mental responsibility, with regards to its business units' opera-
tional activities and is therefore considered as part of Elisa’s busi-
ness potential. Elisainitiated construction of anewservercentrein
the springof2010.Itisbeingimplemented together with aleading
energy company asaninternationally unique and environmentally
friendly solution. The computer room emission balanceis negative
because the heat generated by the servers will be fully utilised in
Espoo district heating.

In July, Elisa set clear targets for the measurement of carbon
dioxide emissions. The use of reliable calculation methods allows
Elisa to demonstrate concrete numbers for the reduced carbon
dioxide emissions. The calculations will be verified viaanindepend-
ent limited assurance engagement.
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2010 Annual Report and

corporate governance statement

Elisawill publishits 2010 Annual Report, which contains thereport
by the Board of Directors and the financial statements for 2010, as
wellasaseparate Corporate Governance Statementduringweek 9
(beginning 28 February, 2011) on its website at www.elisa.com.

Events after the financial period
There are no major events after the financial period.

Outlook for 2011

Positive trends in the general economy have continued. Risks are
related to nervousness caused by the budget deficits in several
Europeancountriesandits possibleimpactsonthegeneraleconomic
development. Competition in the Finnish telecommunications
market remains challenging.

Fullyearrevenueis estimated toincrease slightly from the pre-
vious year. The use of mobile communications, especially mobile
broadband services, and equipment sales are continuing torise. In
addition, ICT and new online services' revenue will grow. Full year
EBITDA, excluding non-recurring items, is expected to improve
slightly fromthelast year. Full-year capital expenditure is expected
to be maximum 12 per cent of revenue.

In addition toits strong position as a network service provider,
Elisais transformingitself to be able to provide its customers with
exciting and relevant new services. Among the factors contribut-
ing to long-term growth and profitability improvement is 3G mar-
ket growth, as well as new online and ICT services. Elisa continues
determinedly to employ its efficiency measures. Elisa’s financial
position and liquidity are good.

Profit distribution

The Board of Directors proposes to the Annual General Meeting a
dividend of EUR 0.90 per share. The payment corresponds to 94
per cent of the financial period’s net result.

Shareholders who are listed in the company’s register of share-
holders maintained by Euroclear Finland Ltd on 30 March 2011 are
entitled to funds distributed by the General Meeting. The Board
of Directors proposes that the payment date be 7 April 2011. The
profit for the period shall be added to retained earnings.

The Board of Directors also decided to propose to the General
Meeting that the Board of Directors be authorised to distribute an
additional dividend of EUR0.40 pershare atalaterdate. The Board
of Directors plans to use this authorisation if it is granted. When
making the possible decision the Board of Directors will take into
consideration the company’s financial position, future financial
needs and financial targets.

Furthermore, the Board of Directors decided to propose to
the General Meeting that the Board of Directors be authorised to
acquireamaximum of 5million treasury shares, which corresponds
to3percentof the entire share stock. Currently the Board of Direc-
tors does not plan to use this authorisation.

BOARD OF DIRECTORS
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Consolidated income statement

EUR million

Note 2010 2009

Revenue

4 1,463.2 1,430.4

Other operating income

Materials and services

Employee expenses

Other operating expenses
EBITDA 484.7 4839
Depreciation and amortisation 9 -216.7 -216.4
EBIT 268.0 2675
Financialincome U 95 ....105
Financialexpense T - S -431
Share of associated companies’ profit 0.0 0.0
Profit before tax 197.1 2349
Income taxes 12 -46.6 -579
Net profit 150.5 177.0
Attributable to:

Equity holders of the parent .

Non-controlling interest 0.8 0.7

150.5 177.0

Earnings per share (EUR/share) calculated from the profit
attributable to equity holders of the parent:
Basic and diluted 0.96 1.13

Diluted

Average number of outstanding shares (1,000 shares):

B G e e 155,748 oo 155,619
B 156,129 ... 155,809
Consolidated statement of comprehensive income

Profit for the period 150.5 177.0
Other comprehensive income, net of tax:

Available-for-sale investments 19 -1.2 1.2
Total comprehensive income 149.3 178.2

Total comprehensive income attributable to:
Owners of the parent

Non-controlling interest
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Consolidated balance sheet

EUR million Note 31 Dec.2010 31 Dec. 2009
ASSETS
Non-current assets
Property, plantand equipment 611.3 617.9
Goodwitl 798.0 782.0
Other |ntang|ble assets .... 129.3 148.2
Investmentsin assouated companles .... 0.1 0.1
Available-for-sale investments 33.2 30.7
Bgcelvables .... 22.5 194
Deferred tax assets 19.6 25.7
1,614.0 1,624.0
Current assets
Inventories 22 38.7 31.2
Trade and other recelvables ............... 23 283.1 278.0
Tax recelvables S 4.1 0.4
Cash and cash equwalents 24 31.8 31.0
357.7 340.6
TOTAL ASSETS 1,971.7 1,964.6
EQUITY AND LIABILITIES
Shareholders’ equity
Sharecepital 83.0 83.0
Treasuryshares -199.0 -202.0
Contingencyreserve 3.4 34
Fairvaluereserye 9.1 103
Q;herfunds ............... 381.0 381.0
Reserve for |nvested non- restrlcted equlty ............... 453 188.6
Retained earnings 507.0 434.9
Equity attributable to equity holders of the parent 26 829.8 899.2
Non-controlling interest 3.1 0.8
Total shareholders’ equity 832.9 900.0
Liabilities
Non-current liabilities
Deferred tax liabilites ... 21 26.9 26.6
Pension obllgatlons ............... 28 1.2 0.8
PIOVISIONS e 29 3.6 37
Interest-bearing I|ab|I|t|es ............... 30 445.8 592.3
Other liabilities 31 15.7 13.4
493.2 636.8
Current liabilities
Tradeandotherpayables . 31 280.6 263.3
Tax Ilabllltles ............... 0.6 6.4
Provisions A 29 2.1 09
Interest- bearlng liabilities 30 362.3 157.2
645.6 4278
Total liabilities 1,138.8 1,064.6
TOTALEQUITY AND LIABILITIES 1,971.7 1,964.6
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Consolidated cash flow statement

EUR million Note 2010 2009
Cash flow from operating activities

Netprofit 197.1 i} i} 234.9

- - ] Clmer ks

""""""""""""""" 70.9 i} i} 325

,,,,,,,,,,,,,,,,,,,,,,,, -1-7 - - - _0.9

,,,,,,,,,,,,,,,,,,,,,,,, 1-4 - - - _2'7

1.1 0.6

288.4 245.9

- o R S

,,,,,,,,,,,,,,,,,,,,,,,, -6-4 - - - _9'4

11.2 10.1

6.9 37.0

""""""""""""""" 1 T, &

,,,,,,,,,,,,,,,,,,,,,,,, 8-6 - - - 8.9

estpaid 7726 -396

Taxes paid -53.4 -57.2

Net cash flow from operations 371.1 431.0
Cash flow from investing activities

Acquisition of subsidiaries net of cashacquired .. -15.5 i} i} 9.2

""""""""""" -181.6 i} i} -170.3

""""""""""" -3.8 i} i} 05

1.9 0.9

Net cash flow used in investing activities -199.0 -179.1
Cash flow from financing activities

Proceedsfromlong-termborrowings 75.0 i} i} i}

""""""""""""""" -80.2 i} i} -36.1

""""""""""""""" 59.3 i} i} -56.6

""""""""""""""" 41 45

Dividends paid -221.3 -156.7

Net cash used in financing activities -171.3 -253.9

Changein cash and cash equivalents 0.8 i} i} =20

Cash and cash equivalents at beginning of period 31.0 33.0

Cash and cash equivalents at end of period 24 31.8 31.0
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Consolidated statement of changes in equity

Equity attributable to equity holders of the parent

Total

Reserve for Non- share-

Share Treasury  Other invested non- Retained controlling  holders’

EUR million capital shares reserves restricted equity earnings Total interest equity
Shareholders’ equity at1 Jan. 2009 83.0 -2020 3935 250.8 348.1 873.4 1.6 875.0
Capital repayment -62.2 -0.7 -62.9
Dividends -92.7 -0.8 -93.5
Share-based compensation 32 3.2
Total comprehensive income 177.5 0.7 178.2
Shareholders’ equity at 31 Dec. 2009 83.0 -2020 3947 188.6 4349 899.2 0.8 900.0
Shareholders’ equity at1 Jan. 2010 83.0 -2020 394.7 188.6 4349 899.2 0.8 900.0
Capitalrepayment : ; S . = 1433 -1433
Dividends i} i =779 779 -0.6 -78.5
Share-based compensation i} i} 3.0 36 3.6
Other change i} i} -0.3 2.1 1.8
Total comprehensive income -1.2 149.7 148.5 0.8 149.3
Shareholders’ equity at 31 Dec. 2010 83.0 -199.0 3935 453 5070 829.8 31 832.9
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Notes to the consolidated financial statements

Basic information on the company

TheElisaGroup engagesintelecommunicationsactivities, providing
data communications services in Finland and select international
marketareas. The parent company of the Group is Elisa. The domicile
of the parent company is Helsinki, and its registered address is
Ratavartijankatu 5. The shares of the parent company, Elisa, have
been listed on the NASDAQ OMX Helsinki since 1999.

A copy of the consolidated financial statements is available
from Elisa’s head office at Ratavartijankatu 5, Helsinki, or on the
company's website www.elisa.com.

Accounting principles

Elisa's consolidated financial statements have been prepared

according to the International Financial Reporting Standards, the

IAS and IFRS standards and the SICand IFRIC interpretations valid

on 31 December2010 have been followed intheir preparation. The

International Financial Reporting Standards referto standardsand

interpretationsthathave beenapprovedforapplicationintheEUin

the Finnish Accounting Actand the provisionsissued pursuanttoit
according to the procedures provided for in EU regulation (EC) No.

1606/2002. The Group adopted the IFRS standards forits reporting

in 2005.

The financial statement information is based on original
acquisition costs, except forinvestmentsavailable for sale, financial
assetsandliabilities recognised at fair value through profit or loss,
share-based payments and derivatives. In the case of business
combinations taking place before 2004, the goodwill corresponds
to the book value according to the previous financial statements
regulations that have been used as the default acquisition cost
according to IFRS. The financial statements are presented in EUR
million.

As of January 1, 2010, the Group adopted the following new or
revised standards or interpretations:

e Revised IFRS 3 Business Combinations. The revision enables
valuation of non-controlling interest and goodwill at fair value.
The method to be used is selected on a case-by-case basis. In
case of successive acquisitions, the previously acquired share
of ownership is revaluated at the fair value on the acquisition
date, and this influences the recognized goodwill. Changes in
contingent purchase price and costs related to the acquisition
arerecognized through profit or loss.

e RevisedIAS 27 Consolidated and Separate Financial Statements.
The manner in which increases and decreases in the shares of
ownership of the Group’s subsidiaries are handled will change.
Losses of the subsidiaries are allocated as non-controlling
interest, including the share exceeding the investment made
by the subsidiary in question.

The following implemented revised or reformed standards and
new interpretations have notinfluenced the consolidated financial
statements:

e Annualimprovements of IFRS standards

e Revised IFRS 2 Share-based Payment. The revisions refer to
share-based transactions settled in cash within the Group.

e Revised IAS 39 Financial Instruments: Recognition and
Measurement. Therevisionreferstoitemsapproved as hedged
items.

e |FRIC17 Distributions of Non-cash Assets to Owners. Non-cash
dividends must be measured at fair value.

e |FRIC18 Transfersof Assetsfrom Customers. Anassetreceived
froma customer must be capitalized in the balance sheet if the
company exercisesauthority over the asset. Aliability recognized
asacounterpartmustberecognizedasincomebasedondelivered
products or services.

The preparation of consolidated financial statements according
to the IFRS standards requires the Group management to make
estimates and exercise discretion in the application of accounting
principles. The estimates and assumptions used are based on the
bestcurrentview, butitis possible thatthe realisations differfrom
the values used in the financial statements. The estimates and
assumptions are primarily related to the useful lives of tangible
and intangible assets and impairment testing.

The consolidatedfinancial statementsinclude the parent company,
Elisa, and those subsidiaries where the parent company has, directly
or indirectly, more than 50 per cent of voting rights or where the
parent company otherwise exercises authority.

Subsidiaries are consolidated from the time of acquisition.
Similarly, divested companies are consolidated until the day of
disposal. Acquisitions of subsidiaries are handled according to
standard IFRS 3Business Combinations. The non-controllinginterest
is measured either at the amount which equals non-controlling
interests proportionate share in the recognized amounts of the
acquiree'sidentifiable netassets or at fair value. The method to be
usedis selected onacase-by-case basis. Changesinnon-controlling
interestarerecognizedinretained earnings.

The acquisition costmethodis usedin the elimination of internal
ownership. All intra-group transactions, balances and gains on
transactions between Group companies have been eliminated.

The profitforthe financial year to the shareholders of the parent
company and non-controlling interests is presented separately in
theincome statement, and the share of the non-controllinginterest
in shareholders’ equity is presented as its own component in the
consolidated balance sheet.
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Associated companies are companies where the Group exercisesa
considerable influence. A considerable influence is realised when
the Group has more than 20 per cent of the voting rights or when
the Group otherwise exercises a considerable influence but not
authority. Associated companiesare consolidated using the equity
method. If the Group's share in the loss of an associated company
exceeds the holding in the associated company, the investment is
recognisedonthebalance sheetatzerovalueandanylossinexcess
ofitisnotrecognised unless the Group has other obligationsrelated
totheassociated company. Associated companies are consolidated
fromthe day the company becomesanassociate. Similarly, divested
companies are consolidated on the date of disposal.

Joint ventures are companies where the Group exercises joint
authority with other parties. The assetitemsunderjointauthority
are consolidated using the proportional consolidation method.
Elisaapplies the methodto the consolidation of mutual real estate
companies.

The consolidated financial statements have been presentedin euro,
which is the operating and presentation currency of the parent
company.

Transactions denominated in a foreign currency have been
translatedinto the operating currency using the exchange rate valid
onthetransactiondate. Monetaryitems have beenconvertedinto
the operating currency using the exchangerate at the closing date
and non-monetaryitemsusing the exchangerate onthe transaction
date, excluding items measured at fair value, which have been
converted using the exchange rate on the valuation date. Gains
andlossesarising from the conversion have beenrecognisedin the
income statement. The exchange profits and losses from business
operationsareincludedinthe correspondingitemsabove operating
profit. The exchange profitsandlosses fromloansdenominatedina
foreign currency are included in financial income and expenses.

Theincomestatementsofforeign Groupcompaniesare converted
intoeurousing the weighted average rate of the financial yearand
the balance sheets using the exchange rates at the closing date.
The conversion of the profit for the financial year with different
exchangeratesintheincome statementandbalance sheet causes
atranslation difference thatis recognisedin other comprehensive
income items.

Revenue includes normal sales income from business operations
deducted by taxesrelated tosalesanddiscounts granted. Salesare
recognised once the service has beenrendered to the customeror
once the significant risks and benefits related to the ownership of
the goods have beentransferredto the buyer.Income fromservices
is recognised when it is probable that economic benefit will arise
to the Group and when the income and costs associated with the
transaction can be reliably determined. Earnings and expenses
related to long-term projects are recognised as revenue and

expenses on the basis of the percentage of completion when the
finalresultof the project canbereliably estimated. The percentage
of completion of the projects is determined as the proportion of
accumulated hours worked of the estimated total number of hours
worked. When it is likely that the total expenditure required to
complete the project will exceed the total revenue gained from
the project, the expected loss is immediately recognised as an
expense.

The consolidated revenue consists mainly of voice and data traffic
income, periodic fees, opening fees and maintenance fees, as well
as equipment sales income. Sales are recognised as income once
theservice hasbeenrendered either on the basis of realised traffic
volumes or the validity of a contract. Opening fees are recognised
at connection time. The sales of prepaid mobile phone cards are
recognised in accordance with the estimated use of the cards.
Service fees invoiced from a customer on behalf of a third-party
content service provider are not recognised inincome.

A service contract may include the delivery or rendering of a
product and a service or access right (service bundle). The share
attributable to the device is recognised separately from the
service.

Long-term service contracts covering a wide range of
communications services for corporate customers are recognised
over the term of the contract. Customersare usually notentitled to
redeem the equipment at the expiry of a service contract.

Customers belonging to loyalty programmes are entitled to
certain discounts on services and products provided by Elisa. The
discounts earned by customers are recognised as the deductions
of income.

Research costs are booked as expenses on the income statement.
Product development expenses are recognised on the balance
sheet from the date the product is technically feasible, it can be
utilised commercially and future economic benefitis expected from
the product. In other cases, development costs are recorded as an
expense. Development costs previously recognised as expenses
are not capitalised later.

Thetaxexpensesintheincomestatementinclude current taxesand
deferred taxes. The taxes for the financial yearare calculated from
the taxable profitaccordingto the valid taxrate and are adjusted by
the possible taxes related to previous financial years.

Deferred taxes are calculated from all temporary differences
arisingbetween carryingamountinconsolidated financial statement
andtaxbasesofassetsandliabilities. Principal temporary differences
arisefromtaxlossescarriedforward, depreciationdifferenceandthe
measurement at fair value in subsidiary acquisitions. Deferred tax
isnotrecognised for value adjustments of goodwill not deductible
in taxation. Deferred tax is not recognised for non-distributed
profits of subsidiaries insofar as the difference is not likely to be
dischargedinthe foreseeable future. Deferred taxis notrecognised
for differences in the valuation of shares on which any sales gains
are not taxable.
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A deferred tax asset has been recognised in the amount that
it is likely that taxable income will be generated in the future
against which the temporary difference can be utilised. Deferred
tax liabilities are recognized in the balance sheet in full.

Interestincomeisrecognised using the effectiveinterest method,
and dividend income is recognised once the dividend has become
vested.

Goodwill
That part of the acquisition cost of subsidiaries exceeding
shareholders’ equity that has not been allocated to asset items
acquiredispresentedasgoodwill.Inthe case of businesscombinations
taking place before 2004, the goodwill corresponds to the book value
according to the previous financial statementsregulations thathave
beenusedas thedefaultacquisition costaccordingtoIFRS. The IFRS
3 Business Combinations standard is applied to acquisitions made
afterljanuary 2004. The assets, liabilities and conditional liabilities
of the company tobe acquired thatcanbe itemised are measured at
fairvalue onthe acquisitiondate. Goodwillis the amount by which the
acquisition cost of the subsidiary, fair value of the non-controlling
interestandin case of successive acquisitions, the fair value of the
previously acquired share of ownership exceeds the fair net value of
assets, liabilities and conditional liabilities that can be itemised.
No amortisation is performed on goodwill. The Group tests the
goodwill balance sheet value annually, or more often if indications
towards potentialimpairment of anassetitem exist. For the purpose
of testing, goodwillisallocated to cash-generatingunits (CGU) which,
asof 2009, include Consumer Customers and Corporate Customers.
The Consumer Customers CGU comprises mobile and fixed-network
voice and datacommunications services offered to Elisa’'s consumer
customers. The Corporate Customers CGU comprises mobile and
fixed-network voice and data communications services as well as
other ICT solutions and contact center services offered to Elisa’s
corporate customers. Goodwill is valued at original acquisition cost
deducted by impairment.

Otherintangible assets

An intangible asset is only recognised in the balance sheet if it
is probable that the expected economic benefit due to the asset
will flow to the Group and the acquisition cost of the asset can be
determinedreliably. Costsrelated tointangible assets toberealised
laterare only capitalisedin cases where the financial benefit to the
Group arising from themisincreased in excess of the performance
leveloriginally assessed. In other cases, the costsare booked asan
expense on the date that they arise.

In connection with the acquisition of business operations,
intangible assets (such as customer base and brand) are measured
at fair value. Other intangible assets are measured at original
acquisition cost and amortised on a straight-line basis over their
estimated useful life.

Amortisation periods for intangible assets:

Customerbgse 4-5 years
Band 10 years
Development expenses 3 years
ITsoftware 5 years
Otherintangible assets 5-10 years

Property, plantand equipmentarerecognisedin the balance sheet
at original acquisition cost. Property, plant and equipment are
measured onthe balance sheetatacquisition costlessaccumulated
depreciation and impairment. Depreciation is calculated on the
basis of useful life as straight-line depreciation from the original
acquisition cost. The residual value of the assets and their useful
lives are reviewed at the closing of the accounts and adjusted as
necessary.

Costs arising later, such as the costs of renovation and refur-
bishment projects, are capitalised when it is probable that future
economic benefit will flow to the Group. Ordinary repair, service
and maintenance costs are booked as expensesin the financial year
during which they arise.

Depreciation periods for property, plant and equipment:

Buildings and structures 25-40 years
lipment in buildings .10-25 years

Telecommunications network (line, backbone,

area, connection, cable TV) ..8715 years

Exchanges and concentrators

(fixed and mobile core) ...6710 years

Equipment for the network and exchanges ...378 years

Telecommunication terminals

(rented to customers) o4 years

Other machines and equipment ~3-5years

No depreciation is made on land areas.

Government grants related to the acquisition of property, plant
and equipment, have been recognised as a deduction in the book
value of property, plantand equipment. The grants are recognised
asincome in the form of smaller depreciations over the useful life
of the asset.
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Grants for product development projects and the like are
recognised under other operating income when the product
development costs are recognised as annual expenses. Grants
associated with capitalised productdevelopment costsreduce the
capitalised acquisition cost.

Financial assets

The Group’s financial assets are classified according to standard
IAS 39 Financial Instruments: Recognitionand Measurement, upon
which financial assets are classified as financial assets recognised
atfairvalue through profitorloss, loansand otherreceivables, and
financial assets available for sale. This classification takes place on
the basis of the purpose of the acquisition of the financial assets
and they are classified at initial recognition. The purchases and
sales of financial assets are recognised on the settlement date.
Financial assets are taken off the balance sheet once the Group
loses acontractual right to the cash flow oronce it has transferred
a substantial part of the risks and gains outside the Group.

Financial assets recognised at fair value through profit or loss
areincludedincurrentassets. This categoryincludes money market
funds and commercial paper. Investments in money market funds
consist of funds that make investments in high-quality euro-
denominated fixed income securities issued by enterprises and
public corporations operating in the European Economic Area.
Commercial paper consists of debt securities issued by Finnish
companies with a good credit rating. Both realised and unrealised
gains and losses due to changes in fair value are recognised in the
income statement in the financial year during which they arise.

Derivativesarerecognisedinthe balance sheetasfinancial assets
or liabilities upon acquisition and are measured at acquisition cost.
Outstanding derivatives are measured at fair value on each closing
of theaccounts, and their earnings effectisimmediately recognised
in financial items on the income statement. The fair value used for
derivativesis the quoted market price or, if thisisnot available, the
valueis calculated usingcommonly applied valuation methods. Elisa
Group has not applied hedge accounting.

Loansandotherreceivablesarevalued atamortised acquisition
costandareincludedincurrentand non-currentfinancial assets - in
the latter if they fall due within more than 12 months. In addition
to loan receivables, the category includes accounts receivable
and other receivables. Accounts receivable are recognised at the
originalinvoiced amount. The Group recognises animpairmentloss
onaccountsreceivable if paymentis delayed by more than 90 days
orif a sales receivable has been determined as finally lost. To the
extent that accounts receivable are sold, the impairment loss is
reduced.

Investmentsavailable forsaleareincludedinnon-currentassets.
Equity investments, excludinginvestmentsinassociated companies
and mutual real estate companies, are classified as available for
sale and are generally measured at fair value. Unlisted equities
for which their values cannot be measuredreliably are reported at

acquisition costlessimpairment. Available-for-sale investmentsare
fairvalued either onthe basis of the value of comparable companies,
the discounted cash flow method or by using quoted market rates.
Changes in the fair value of available-for-sale investments are
recognised in other comprehensive income items. Changes in the
fairvalue of shares are recognized in other comprehensive income
items. When an investment is disposed, accumulated changes in
fair value are released from shareholders equity and recognised
in profit orloss.

Items measured at fair value are categorized using the three-tier
value hierarchy. Level 1 includes financing instruments for which
priceshave beenspecifiedintheactive market. Listed shares owned
by Elisa are categorized at level 1. Level 2 includes instruments
whose prices are based on verifiable market information. The
Group'sinterestrate swapiscategorized atlevel 2. Level 3includes
instruments whose prices are not based on verifiable market
information but the company’s own information, for example.
Unlisted shares are categorized at level 3. See Note 17.

Cash and cash equivalents

Cashand cashequivalents consist of cashatbankandin hand, short-
termbank depositsand othershort-term highly liquid investments
with maturity at most three months.

Financial liabilities

Financial liabilities are initially recognised at an amount equal to
proceeds received net transaction costs incurred. Later, financial
liabilitiesare measured by the effectiveinterest methodatamortised
cost. Financial liabilities are separated in non-current and current
liabilities and they may be interest-bearing or interest-free.

Elisa assesses whether there are any indications towards the
impairment of an asset item at the time of closing the accounts. If
there are suchindications, the amountrecoverable from the asset
iteminquestionisassessed. Therecoverableamountisalsoannually
assessedforthefollowingassetitems, regardless of whetherthere
are indications of impairment or not: goodwill and incomplete
intangible assets. The Group does not have any intangible assets
withanindefinite useful life. The need forimpairmentis examined
at the level of cash-generating units.

The recoverable amount is the fair value of the asset item less
the costsincurredforassignment, orthe service valueifitis higher.
Service value refers to estimated future net cash flow that can be
received from an asset item or a cash-generating unit discounted
to present value. An impairment loss is recognised when carrying
amount exceeds its recoverable amount. An impairment loss is
recognised immediately. If an impairment loss is allocated to a
cash-generating unit, it is first allocated to reduce the goodwill
allocated to the cash-generating unit and after this to the other
assetitems of the unitin equal proportions. An impairment loss is
cancelled if there are indications that a change in circumstances
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has taken place and the recoverable amount from the asset has
changed since the impairment loss was recognised. However,
an impairment loss is never cancelled by more than the original
amount of impairment. An impairment recognised as goodwill is
not cancelledin any situation.

Inventories are stated at the lower of cost or netrealisable value. A
weighted average price is used in determination of cost.

Elisa shares owned by the parent company (treasury shares) are
reported as deduction from equity.

A provisionis recognised when the company has an existing (legal
or factual) obligation as a result of past event, it is probable that
an outflow of resources will be required to settle the obligation
and reliable estimate of the amount can be made. A restructuring
provision is recognised once the Group has prepared a detailed
restructuring plan and disclosed it.

Pension obligations

Pensions are classified as either defined contribution or defined
benefitplans.Inadefined contribution plan, the Group has nolegal
or factual obligation to pay any additional premiums if the party
receiving the premiums is unable to pay the pension obligationsin
question. The premiums for defined contribution pension plansare
recognised as expenses in the income statement of the financial
year during which they arise. All arrangements that do not fulfil
these conditions are considered defined benefit plans.

Actuarial gains and losses exceeding 10 per cent of total of the
presentvalue of defined benefit obligations or the fairvalue of plan
assets (which everishigher) arerecordedintheincome statement
overthe employees’'excepted average remainingworkinglives. The
liability recognisedin the balance sheetis defined benefitobligation
at the closing date less the fair value of plan assets, the share of
unrecognised actuarial gains and losses, and past service costs.

Performance-based bonus scheme and personnel fund

All personnel are included in a performance or commission-based
bonus scheme. Elisa also has a personnel fund. The costs for
the performance-based bonus scheme and personnel fund are
recognised in accordance with the accrual principle based on the
best available estimate of realised amounts.

Share-based incentives

Elisa has a share-based incentive system with the aim of making
top management commit to the long-term development of the
company’s value. Any rewards will be based on the accomplishment
of the targets set. The share-based incentive system is measured
atfairvalue at the time of granting, the cash portion of the reward

isallocated atthe end of the month preceding the reward payment
month, and the share portion of the reward is allocated at the
commitment period. The proportionsettledinsharesisrecognised
in equity, while the proportion settled in cash is recognised as a
liability. Elisa estimates the realised number of shares on the basis
of the share price at the closing date. The return of the system's
remaining commitment period is estimated utilizing the so-called
CAP model. If the assumption of the realised number of shares
changes, an adjustment is made through profit and loss. The fair
value of the portionsettledin cash shall be reassessed on each date
of the financial statements until the end of the month preceding
the month during which the reward was paid. Transfer restrictions
relatedtothe scheme are nottakenintoaccountin fairvaluationor
expenserecognition. The scheme does notinvolve any otherterms
and conditions not based on market terms.

Stock options

On 18 December 2007, Elisa’s Board of Directors decided to grant
stock options to the Group's key employees and a fully-owned
subsidiary of Elisa Corporation. Stock options are measured at fair
value at the time of grantingand are recognised as expensesin the
income statement in equal instalments allocated over the period
between the time of granting to the time when the right arises.
The expense determined at the time of granting is based on the
Group's assessment of the number of options that are expected
to become vested at the end of the vesting period. The fair value
of options is determined on the basis of the Black-Scholes option
pricingmodel. Estimates of the final number of options are updated
on each balance sheet date, and the effects of changes in these
estimates are recognised in the income statement. When options
are exercised, monetary paymentsreceived for share subscriptions
adjusted by any transaction costs shall berecognisedin thereserve
forinvested non-restricted equityinaccordance with the termsand
conditions of the scheme.

Leases where the risks and benefits related to ownership remain
with the lessor are classified as operating leases. Lease payments
on operating leases are recognised as expenses in the income
statement on astraight-line basis over the lease term.

Leases on tangible assets in which the Group has substantially
all risks and rewards of ownership are classified as finance leases.
Assets acquired on finance leases are recognised in the balance
sheet at the beginning of the lease period at the fair value of the
leased asset, orthe presentvalue of minimumrentsif lower. Assets
acquired on finance leases are depreciated over the useful life of
the asset, or the lease period if shorter. Payable leasing rents are
dividedintofinancial expensesandthereduction of the liability over
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the lease period so that the interestrate on the liability remaining
in each financial year is equal. Leasing obligations are recognised
ininterest-bearing liabilities.

The Group has primarily leased telecommunications networks
and facilities and IT servers through finance leases.

When financial statements are prepared, it is necessary to make
estimates and assumptions whose result may deviate from the
estimates and assumptions made. In addition, it is necessary to
exercise discretion in the application of the accounting principles.
Theestimatesare based onthe management'sbestviewatthetime
of closing theaccounts. Any changesin estimates and assumptions
are recognised in the financial year during which the estimate or
assumption is adjusted and in all subsequent financial years.

Impairment testing

Goodwilland unfinished intangible assets are tested forimpairment
annually and as necessary when there are indications of such. The
recoverable amounts from cash-generating units are determined
by calculations based on service value, the preparation of which
requires estimatesandassumptions. The largestuncertaintiesare
associated with the estimated level of revenue and profitability,
investmentneedsand thediscountinterestrate. Any changes may
lead to the recognition of impairment losses.

Share incentive plans

The expenserecognition for the shareincentive plansisbasedonan
estimate of the realisation of the share incentive plan criteria and
the development of the Elisa share price as well as the calculated
value of the granting date of the option. The estimate may deviate
from the actual total return for the period. See Note 27.

Income and expenses

The measurement and allocation of income and expenses to
the correct financial period is partially based on experienced
assessments.

Taxes

Particularly in connection with the closing of the accounts, the
Group estimates the probability of subsidiaries accruing taxable
income againstwhich unused tax-deductible losses can be utilised.
The grounds for recognising other deferred tax assets are also
estimatedin connection with the closing of the accounts. Changes
inthe forecast estimates may lead to the recognition of substantial
tax expenses.

On1January 2011, Elisa will adopt the following new or amended

standards and new interpretations, if they are approved by the

EU by the planned date of adoption. Changes are not expected

to have substantial influence on the Group’s reported financial

statements.

e Amended IAS 24 Related Party Disclosures. Amendments to
definitions and requirements concerning notes.

e Revised IAS 32 Financial instruments: Presentation. The
amendments concern the accounting of issues of shares,
options or subscription rights denominated in a currency other
than the issuer's operating currency. A derivative associated
with the party's equity is an equity instrument if it entitles to
receive a fixed number of shares in the company for a fixed
amount of currency or other financial receivable. Previously,
such subscription rights were classified as derivative liabilities
inaccounting.

e Revised IFRIC14 IAS 19 - The Limit of a Defined Benefit Asset,
Minimum Funding Requirements and theirInteraction. After the
amendments, advance contributions to a defined benefit plan
can, in certain cases, be recognised as assets on the balance
sheet.

e |FRIC 19 Extinguishing Financial Liabilities with Equity
Instruments. A debtor and creditor may renegotiate the terms
of a financial liability with the result that the liability is fully or
partially extinguished by the debtorissuing equity instruments
to the creditor; the debt is swapped for equity. Such equity
instrumentsare "consideration paid,” and the difference between
the financial liability (or part thereof) and the original valuation
price of the granted equity instruments is recognised through
profit orloss.

e Annual Improvements of IFRS standards
On1January 2013, Elisawilladopt the followingissued standard,

if itis approved by the EU by the planned date of adoption.

e |IFRS 9 Financial Instruments. In accordance with the standard,
financial assets are divided into two classifications: those
measured at amortised cost and those measured at fair value.
The measurement methods have also been simplified.
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1. Operating Segments

The adoption of IFRS 8 Operating Segments changed the Group's
reportablesegmentsin2009. The standard requires thatsegment
information be presented on the basis of internal reporting provided
to management. Elisa's internal organizational and management
structure is based on a customer-oriented operating model. The
operating segments to be presented are Consumer Customers
and Corporate Customers. The former segments were Mobile
Communications and Fixed Network. Information about products
and servicesis now reported based on these businesses.

The segments are controlled by the segment-specific
performancereportingthatincludesexternalrevenue, EBITDA, EBIT
and investments. Financial items, share of associated companies’
profit and income taxes are not allocated to operating segments.
The costs of production and support functions are allocated to
operatingsegmentsonthe matching principle. Operationsin Estonia
aredividedintothe Consumer Customersand Corporate Customers
operating segments on the basis of customer accounts.

Segment assets consist of intangible and tangible assets,
inventories, tradeandotherreceivables.Deferredtaxes, investments
inassociated companies, available-for-saleinvestments, interest-
bearingreceivables, financialitemsandincome taxreceivablesare
notincluded in segment assets. Management reporting does not
include segment liabilities.

Thereportingused as the basis forsegmentinformation complies
with the Group's accounting principles.

The Consumer Customer segment provides consumers and
households with telecommunications services, such as voice and
data services. The Corporate Customers segment provides to the
corporate and community customers voice and data services, ICT
solutions and contact center services.

The reported geographical areas are Finland, Rest of Europe
and Other countries. The revenue for the geographical areas is
presented on the basis of the customer’s country. The assets and
liabilities are presented by country.

2010 Consumer Corporate Unallocated

EUR million Customers Customers items Group total
Revenue ....1,463.2
EBITDA 484.7
Depreciétion andﬁémortisatﬁiﬁm . '2167
EBIT .0

Financiéilj income ,,,,,,,,,,,,,,,,,,,,,,,,,, 95 95
Financial expense e -804  .....7804
Share of associated companies'profit 00 .00
Profitbeforetax 1971
Investments 1077 761 . ...
Assets 1,0620 8010 1087 19717
2009 Consumer Corporate Unallocated

EUR million Customers Customers items Group total
Revenue 582.7

EBITDAW

Depreciation and amortisation

EBIT

Financialincome

Financial expense e 31 31
Share of associated companies'profit 00 00
Profitbeforetax 2349
Investments 918 795 . R ..
Assets 1,059.5 766.3 1388 ...196456
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2010 Mobile

EUR million Communications Fixed Network Group total
RO I e 3232 . 5400 ...1.463.2
2009 Mobile

EUR million Communications Fixed Network Group total
RO O IU e 8724 . 5580 ......14304
2010

EUR million Finland Restof Europe  Othercountries Eliminations Group total
Revenue 13519 sl | 37 . 105 . ....1.A463.2
Assets 18640 . 1077 e . Lol
2009

EUR million Finland Rest of Europe  Other countries Eliminations Group total
Revenue 13079 1288 38 . 01 ...14304
Assets 18747 89.9 ... 1.964.6

2. Acquisitions

Acquisition of Videra Oy and Arediv Oy in 2010

On 13 April 2010 Elisa acquired a total of 68.8 per cent Videra Oy's
share capital through adirected shareissue, purchase of sharesand
byacquiring 62 per cent of Arediv Oy's share capital. Elisa executed
its strategy of strengthening its position in the ICT services by
buyingamajority shareinaleading Nordic videoconference operator
Videra. Combining the two strong players creates opportunities
to take advantage of interactive communication solutions, among
others customer service in both the private and public sectorsin
new ways.

The cost of acquisition paid by cash was EUR 11.0 million.
Expenses related to the acquisition totalled EUR 0.1 million and
are included in the other operating expenses of the consolidated
statement of comprehensive income.

Theacquisition generated anon-controllinginterestamounted
EUR 2.1 million, which is included in the balance sheets line
non-controllinginterest. The non-controllinginterestis measured
attheamountwhichequalsnon-controllinginterests proportionate
share in the recognized amounts of the acquiree's identifiable net
assets.

The companies' profit have been consolidated with the Group
starting 1 June 2010. The revenue after acquisition was EUR 10.3
million and earnings EUR 0.3 million. If the acquisitions had been
made as of the beginning of the financial period 2010, it would
not have had any majorimpact on Group's revenue or profit for the
period.

There werenotransactions between the Group and the acquired
company at the time of the acquisition that should be taken into
accountin the consolidation of the business operations.

Components of acquisition cost and goodwill

EUR 3.7 million of the acquisition costs was allocated to customer
contracts, which isamortised in four years. The business combi-
nations resulted in goodwill of EUR 3.8 million. The goodwill re-
sulted from the acquisition of a business concept. The acquisition
of Videra provided Elisa with a solid market share in the rapidly
growing video conferencing market and competence in product
and service development. Goodwill is not tax deductible.

EUR million

Cash paid 11.0
Totalcostofacquisition 11.0
Fair value of net assets acquired 7.2
Goodwill 3.8

Recognised fair

Analysis of net assets acquired values
TangiDle asSetS 14
Customer contracts (Intangibleassets) . 37
Inventories o8
i asereceivables 11
Otherreceivables 3.2
,,,,,,,,,,, 4.4

,,,,,,,,,, 17

,,,,,,,,,, 11

ablesand other liabilities ... 35

Deferred tax liability -11
Net assets acquired 7.2
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Acquisition of Appelsiini Finland Oy in 2010

On 4 November 2010 Elisa acquired all of the issued shares of
Appelsiini Finland Oy, which specialises in information technology
consulting, software developmentand outsourcing services. With
the acquisition of Appelsiini Finland Oy Elisa extends its offering
of outsourcing services especially directed at medium-sized
enterprises and expands its coverage to the whole of Finland.

The cost of acquisition was EUR 19.9 million. Of the acquisition
price, EUR12.5 million was paid in cash in 2010, EUR 4.6 million will
bepaidin2011and EUR 2.8 millionisaccounted for by a conditional
additional purchase price. The conditional additional purchase
price is based on the combined service revenue for 2011-2012
and may vary between EUR 0.0 and 4.0 million. The fair value of
the conditional consideration calculated on the basis of revenue
forecastatthe closing date is EUR 2.6 million. The discount rate used
is 2.7%, which corresponded to the interestrate of Elisa's risk-free
additional credit at the time of the acquisition. The difference in
valuationdue to thediscounting has beenrecognised through profit
or loss under financial expenses in the financial statements.

Expenses related to the acquisition, such as value added tax
and consultant fees, totalled EUR 0.3 million and are included in
the other operating expenses of the consolidated statement of
comprehensive income.

The company's profit has been consolidated with the Group
starting 1 November 2010. The revenue after acquisition was EUR
2.6 million and the profit EUR 0.1 million. Had the acquisition taken
placeas of the beginning of the financial period 2010, the impacton
Group'srevenue would have been EUR13.2 millionand theimpacton
Group's profit for the period would have been EUR 1.4 million.

Therewere no transactions between the Group and the acquired
company at the time of the acquisition that should be taken into
accountin the consolidation of the business operations.

Components of acquisition cost and goodwill

EUR 7.5 million of the acquisition costs was allocated to customer
contracts and EUR 1.4 million to Appelsiini brand, which both are
amortised in four years. The business combinations resulted in
goodwill of EUR 10.8 million. The goodwill from the acquisition
of Appelsiini Finland Oy is associated with complementing the IT
service offering for corporate customers and faster access to the
IT service market for medium-sized enterprises. Goodwill is not
tax deductible.

EUR million
Cash 171
Conditional consideration 2.6
Total costof acquisition 197
Fair value of net assets acquired 8.9
Goodwill 10.8
Recognised fair
Analysis of net assets acquired values
Tangibleassets 0.8
,,,,,,,,,,,, 75
14
,,,,,,,,,,, 0.3
,,,,,,,,,,, 18
,,,,,,,,,,,, 2l
,,,,,,,,,, 03
,,,,,,,,,, 2l
Deferred tax liabilities -2.6
Net assets acquired 8.9

Other acquisitions
Additional purchase price relating to previous year's acquisitions
resulted EUR1,5 million goodwill increase.

The Group did not make any significant acquisitionsin 2009.

Acquisition of Xenetic Oy and the business operations of
Trackway Oy in 2009
Elisa acquired all shares of Xenetic Oy in February 2009. Xenetic
is a hosting service company, the business of which consists of
data centres, monitoring, data communications and data security
servicesand equipment, and applicationleasingamongother things.
Xenetic was consolidated with the Group since March 2009.

In February, Elisa also acquired the business operations of
Trackway Oy, which provides e.qg., solutions for asset tracking.

If the acquisitions had been made as of the beginning of the
financial period 2009, it would not have had any major impact on
Group's revenue or profit for the period.

Components of acquisition cost

EUR 2.4 million of the acquisition costs in 2009 was allocated to
customer contracts, and EUR 0.3 million to theimmaterial rights. The
business combinations resulted in goodwill of EUR 3.5 million. The
goodwill resulted from the acquisition of a business concept.

EUR million

Cash paid 6.6
Totalcostofacquisition 66
Fair value of net assets acquired 3.1
Goodwill 35

Recognised fair
Analysis of net assets acquired values

Tangible assets 2.2

Customer contracts(Intanglbleassets) 2.4

0.4
Tradeand other receivables [
Cashandcashequivalents . 11
......... ase liabilities 05
Trade payablesand other liabilities 08
Deferred tax liabilities -0.6
Net assets acquired 3.1

Other acquisitions
Additional purchase price relating to previous year's acquisitions
resulted EUR 1.5 million goodwill increase.

3. Disposals

There were no disposalsin 2010 and 20089.

4, Revenue

EUR million 2010 2009
Renderingof services .. 13811 13737
Sale of goods 82.1 56.7
Total revenue 1,463.2 1,4304
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5. Other operatingincome

EUR million 2010 2009
Gain on disposals of property, plantand

equipment 1.8

Others» 25

Total 5.1

b Otherincomeitemsinclude rentalincome of real estate and
miscellaneous other operating income.

6. Materials and services

EUR million 2010 2009
Purchases of materials, supplies and

90088 1207 1018
Changeininventories .52 98
External services 484.7 484.3
Total 600.2 576.3
7.Employee expenses

EUR million 2010 2009
Salariesandwages o .......165.3 1491
Share-based compensationexpenses 5.4 52
Pension expenses - defined contribution

PIaNS e B8R 238
Pension expenses - defined

benefitplans o 9602
Other statutory employee costs 8.8 10.4
Total 208.3 188.8

Amore detailed analysis of defined benefit plansare shownin Note
28, Pension obligations.

EUR million 2010 2009
Managing Directors and deputies® 13 17
Members and deputy members of

Boards of Directors 0505

D The salary costincludes EUR 0.2 million of share-based compensation
expensesin 2010 (EUR 0.4 million).

Managing Directors’ pension commitments
The agreed retirement age of the Group companies’ Managing
Directorsis 60-63 years.

Personnel of the Group on average

L3477 3218

Key management consists of Elisa's Board of Directors, the CEO
and the Executive Board.

EUR million 2010 2009
Boardof Directors 0.5 0.5
........... 0.6 08

et beeaeaeaas 1-8 20
Share-based compensation expenses? 1.3 1.6
4.2 4.9

D The share-based compensation expensesin 2010 is EUR 2.8 million
(EUR 3.2 million), of which EUR 1.3 million (EUR 1.6 million) is allocated to
the CEO and Executive Board. The terms and conditions of share-based
incentive plans are described under Note 27, Share-based payments.

Management remuneration is descibed under parent company's
Note 4, Personnel expenses.

The period of notice forthe CEQis sixmonths from Elisa's side and
three months fromthe CEQ's side. Should the contract be terminated
byElisa, the CEQisentitled toreceive aseverance paymentequalling
the total salary of 24 months minus his salary of the period of notice.
The period of notice for other members of the Executive Board is six
months from Elisa's side. Besides the salary of the period of notice
the members of the Executive Board are entitled to receive the
severance payment equalling the total salary of 9 months.

Elisa's CEQ is entitled to retire at the age of 60 on the basis of
supplementary pension insurance. The pension benefit includes
vested rights. The company is liable for the pension at the age of
60 and 61 and the related accumulated liability EUR 0.3 million
isincluded in pension obligations on the balance sheet. Pension
will accrue at the rate of 5.1% of the annual income under Tyel
(Employees Pensions Act). Starting at the age of 62, the pension
will accrue at the rate of 20.7% of the annual income under Tyel in
the management'sgroup supplementary pensioninsurance. Other
members of the Executive Board are entitled toretire at the age of
62 onthe basis of theirexecutive agreements. The contractual right
has been covered with a supplementary pension insurance.

Share-based compensation granted to the management

In 2010, the award paid within the share-based compensation
2009 equals 20,083 shares for the CEO and 52,715 shares for the
Executive Board. The maximum award granted for the Executive
Board withinthe share-based compensation 2010 equals 290,000
shares, of which 80,000 shares is the maximum award for the CEO.
The award will be paid during the monthfollowing the publication of
the 2010 financial statements. The maximumaward granted for the
Executive Board within the share-based compensation 2011 equals
300,000 shares, of which 80,000 shares is the maximum award
for the CEO. The award will be paid during the month following the
publication of the 2011 financial statements.

Elisa shares held by the key management

The members of Elisa's Board of Directors, the CEO, the members of
the Executive Board and their family membersheldatotal of 253,391
shares and votes, corresponding to 0.15% of all shares and votes.
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Performance-based bonus scheme

All personnelisincludedin performance, incentive or commission-
based bonus scheme. Rewards are based on the financial and
operational metrics of the Elisa and units. Targets are set and the
maximum amount of reward is confirmed semiannually. Some of the
Group'skey personnel were within the share-based compensation
and stock option planin 2009.

Personnel fund

The objective of the personnel fundis to secure the commitment of
the personnel to Elisa'slong-term objectives and toreinforce their
interestin the company’s financial success and its metrics.

The evaluation tools for the performance-based bonus system
are the adjusted earnings per share (EPS) and revenue, based on
Elisa Group's audited performance and calculated in the manner
defined by the Board of Directors. The Board of Directors makes
annual decisions on the performance-based bonus scheme and
defines the values that determine the reward amount.

The members of the personnel fund are the employees of Elisa
exceptthe Group's key personnel, who areincluded in the scope of
either the share incentive plan or the stock option plan.

EUR 1.1 millionwasbookedinthe personnel fund on the basis of
the 2010 earnings (1.8 milj.eurin 2009).

Share-based incentive plan

On18December2008, Elisa's Board of Directors decided onashare-
based incentive plan for key personnel for 2009-2011. The plans
are described under Note 27, Share-based payments.

Stock option plan

On 18 December 2007, Elisa's Board of Directors decided to offer
amaximum of 2,550,000 stock options for subscription by Elisa
Group's key personnel and a fully-owned subsidiary of Elisa Cor-
poration. No new option rights are granted from the stock option
plan. The plan is described in detail under Note 27, Share-based
payments.

8. Research and development costs

EUR million 2010 2009
Research and development costs recognised

ASEXPENSES e 18T
Capitalised developmentcosts .22 28

Focusareasforresearchanddevelopmentin2010included mobile
identification and e-reading as well as the development of social
networking, visual communication and cloud services.

9. Depreciation and amortisation

EUR million 2010 2009
Depreciation of tangible assets
Buildings and constructions
Owned buildings and constructions 96 91
04 04

Telecom devices, machines and equipment
Owned telecom devices, machines and

equipment

Assets on finance lease LA, e
Other tangible assets 0.4 0.8
Total 164.8 1621
Amortisation of intangible assets
Customerbase 125154
Otherintangible assets 39.4 389
Total 51.9 543
Total depreciatiq‘r')"q'r‘j‘q amortisaton 2167 .... 2164
No impairments were made on the assetsin 2009-2010.
10. Auditor's fee
EUR million 2010 2009
AUdIting e 02303
Taxadvisory services o, 0:0 01
Educationservices 92304
Other services 0.1 0.0

0.9 0.8

11. Financial income and expense
EUR million 2010 2009
Financial income
Dividend income from available-for-sale
investments L

Gains/losses of financial assets at fair value
through profit or loss, derivatives not in hedge
accounting

-0.3 0.5
Total 9.5 10.5
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EUR million 2010 2009
Financial expense

Interest expenses on financial liabilities
measuredatamortisedcost ..7321  -340
Other financial expenses on financial liabilities

measured atamortisedcost ~-1.3 -08
Interest expenses on derivatives '5 7 Lol
Otherinterestexpenses -0 4““,, 707
Other financial expenses? -39.9 -0.4
Total -80.4 -431

Exchange rate gains and losses included in EBIT have been
minimal.

Y Other financial expenses includes guarantee expenses EUR 39.5 million
Described in detail under Note 33.

12.Income taxes

EUR million 2010 2009
Taxes for the period ~-434 -605
Taxes for previous perlods 0.2 04
Deferred taxes . -2 8 30
Deferred taxes for prevmus perlods .0.2 -0.8
Total -46.6 -579

Othercomprehensiveincomeitemsdonotinclude taxes. The other
comprehensive income items consist of changes in the value of
investments available for sale. The change of value is tax-free
because Saunalahti Group Plc owns more than 10% of the company
share capital.

Reconciliation of the tax expense in the income statement and
taxes calculated at the statutory tax rate (26%) in the Group’s
country of incorporation:

2010 2009
L1971 23

EUR million

Profitbeforetax

e do Westlc tax rate

Tax effects of the followmg

Tax-free gains/losses on the
disposal of shares

Tax ef‘fects of forelgn sub5|d|ar|es
H'Negatlve deprec1at|on dlfference

_ Otheritems ..709 07

Taxes for prevnous perlods -0.4 -0.4
Taxes in the income statement ) -46 6.‘ —579
Ef'fectlve tax rate - "23 7 %N .“24 6 %

13. Earnings per share

Undiluted earnings per share are calculated by dividing the profit for
the period attributable to the equity holders of the parent by the
weighted average number of shares outstanding during the financial
year.

2010 2009

Profit for the period attributable to the

equity holders of the parent (EUR million) 149.7 176.3

Weighted average number of shares during
the ﬁnancnalyear(l 000)

Undlluted -earnings per share (EUR/share)

155,748 155,619
096 113

The calculation of earnings per share adjusted for dilution takes the
diluting effect of the conversion of all potential ordinary sharesinto
accountin the weighted average number of shares.

2010 2009
Profit for the period attributable to the
equrty holders ofthe parent(EUR m|II|on) 149.7 176.3
Profit for the perlod forthe purpose of
calculating EPS adjusted for dilution
(EURmillion) ....149.7 1763
Weighted average number of shares durlng
the financial year (1 000) 155,748 155,619
Impact of stock optlons (l 000 pc 381 190
Weighted average number of shares for
the purpose of calculating EPS adjusted for
dilution (1,000) 156,129 155809
Earmngs per share adJusted for dllutlon
(EUR/share) 0.96 113
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14. Property, plant and equipment

Landand
water
areas

2010
EUR million

Buildings and
constructions

Machinery
and
equipment

Other tangible Inprogressand
assets pre-payments Total

Acquisition costat1]Jan. 2010
Additions

Acquisitions of subsidiaries
Disposals

Reclassifications

4.2

L.e04L
B -

B

2.8

21303
126.1

32
15.7

387 007 2,464.4
Leha .. 2051
28
..1146

Acquisition cost at 31 Dec. 2010 214.0

Accumulated depreciation and impairment at
1]an. 2010

Depreciation

Accumulated depreciation on disposals and
reclassifications

-1.1

182
L1000

2,321.7

-13.3

LL734e
e S o A

36.7 29.2 2,608.2

338
0.4

1.846.5
.164.8

-14.4

Accumulated depreciation and impairment at

31 Dec. 2010 874

Book value at1Jan. 2010
Book value at 31 Dec. 2010

1236

Landand
water

2009

Buildings and
EUR million

dareas constructions

1,875.3

186 g4

Machinery
and
equipment

34.2 1,996.9

29 i 2075179
2D e e B

Other tangible
assets

In progress and
pre-payments

Acquisition costat1]an. 2009
Additions

Acquisitions of subsidiaries
Disposals

Reclassifications

4',4

L3 et
18.4

5.1

20531

387 2822
..20L

Acquisition cost at 31 Dec. 2009 204.1

Accumulated depreciation and impairment at
1Jan. 2009

Depreciation

Accumulated depreciation on disposals and
reclassifications

O3
-

2,190.3

-4.1

WLDBBD e
B S

36.7 26.7 2,464.4

B30 D88
08 o 1021

-5.4

Accumulated depreciation and impairment at
31 Dec. 2009

Book value at1 Jan. 2009
Book value at 31 Dec. 2009

1,734.2

466.6

- - S

33.8 1,846.5

e

28> ..5305
267 ....5173

Commitments to purchase property, plant and equipment and intangible assets at 31 Dec. 2010 were EUR 49.8 million

(2009: EUR 30.7 million).

The additionsin 2010 include EUR 2.2 million (2009: EUR 1.1 million) property, plant and equipment leased under
finance lease agreements and EUR 0.8 million received through acquisitions (EUR 0.0 million).
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Notes to the consolidated financial statements

Property, plant and equipment include assets leased under finance lease agreements as follows:

2010 Buildingsand Machinery and

EUR million constructions equipment Total
AU O Ot e 174 929 110.3
Accumulated depreciation 3.2 89.8 93.0
Book value at 31 Dec. 2010 14.2 31 173
2009

AU 0N COSt e 174 89.9 107.3
Accumulated depreciation 2.8 85.9 88.7
Book value at 31 Dec. 2009 146 4.0 18.6

15. Intangible assets

Other
2010 intangible In progress and
EUR million Goodwill Customer base assets pre-payments Total
Acquisitioncostatljan.200 7820 761 3161
4444444444444444 1 5 15'8
14.6 114 17
- o Cae
Reclassifications 7.2
Acquisition cost at 31 Dec. 2010 798.0 875 333.0
,,,,,,,,,,,,,,,,,, 626 . 1935 o 2561
PSANON 125 394 51.9
Accumulated amortisation on disposals and
reclassifications -1.0 -1.0
Accumulated amortisation at 31 Dec. 2010 75.1 2319 307.0
Bookvalueatl)an.2020 7820 135 1226 121
444444 . 7980 124 10111) 158
Other
2009 intangible Inprogressand
EUR million Goodwill Customer base assets pre-payments Total
Acquisitioncostatljan.2009 7786 737 266.2
4444444444444444 0 5 12‘4
4444444444444444 3'0 2.4 O 4
e ea e eheeeeaeseeaeeeeaeseeseeeseseeatestieieeattieietetiet ettt e h et e h s ae it et ea et e raes _0'1 ........................
Reclassifications 371
Acquisition cost at 31 Dec. 2009 782.0 76.1 316.1
47.2 154.6 201.8
,,,,,,,,,,,,,,,,,, e g e
62.6 1935 256.1
4444444444 778 6 26.5 111 6
782.0 135 122.69Y

Y Includes IT software for a book value of EUR 76.2 million (EUR 94.7 million) and brand for a book value of EUR 20.8 million (23.3 million).
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Goodwill is allocated to the Group's cash generating units as
follows:

EUR million 2010 2009
ConsumerCustomers 4802 4799
Corporate Customers 317.8 302.1
Total 798.0 782.0

Implementation of the IFRS 8 Operating Segments standard
changed the goodwill allocation. The reported operatingsegments
based on the Elisa organisational and management structure are
Consumer Customersand Corporate Customers. Goodwill hasbeen
reallocated in these cash-generating units since the beginning of
2009. Furthermore, the operatingsegmentsare the lowestlevel at
which the company management monitors the goodwill.

Sensitivity analysis

Elisadoesnothave any otherintangible assetswith anunlimited
useful life.

Inimpairment tests the recoverable amount of the segmentsis
determined based on the value in use, which is calculated on the
basis of projected discounted cash flows (DCF model). The cash
flows projections are based on plans approved by the management
coveringafive-year period. The projections are mostly uniformwith
information fromexternal sources andreflect actual development.
Thediscountrateusedis8.23%t08.27% dependingonthesegment.
Cash flows after five years have been projected by estimating the
change in future cash flows as zero. As a result of the performed
impairment tests, thereisnoneed forimpairment of the segments’
goodwill. Use of the DCF model requires forecasts and assumptions
concerningmarketgrowth, prices, volume development, investment
needs and general interest rate. The major sensitivities in the
performance are associated with the forecast revenue and
profitability levels and investment needs.

Consumer Corporate Consumer Corporate

Customers Customers Customers Customers
Projection parameters applied 2010 2010 2009 2009
Amount in excess of book value, EURmillion 1,852 .. 887 7 Y £
EBITDAmarginonaverage, %° o 358% o 34.1% i 303% 34567
Investments onaverage, % ofrevenue” 13.2% oo 13.5% Ake% o 135%
T2 GO, b e 0.0% . 0.0% 0% 00%
Generalinterestratelevel, % 2.3% 2.3%. L33% o 33%
" Onaverage during five-year projection period

Consumer Corporate Consumer Corporate
Changed projection parameter level at Customers Customers Customers Customers
which fair value equals book value 2010 2010 2009 2009
EBITDAmarginonaverage, % o A56% -23.4% 7% A%
Investments on average, % ofrevenue 11.5% oo 8.7% e 13:2% B2 %
Horizongrowth, % -33.0% -16.5% L..73838% . .162%
General interestrate level, % 16.6% 12.5% ~135%  88%
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Notes to the consolidated financial statements

16. Associates and joint ventures

Goodwill of associatesinthe balance sheetat 31 Dec. 2010 was EUR
0.1 million (EUR 0.1 million).
Elisa's holdings in associates are presented under Note 35,

"""""" Attheendof 2010 Elisahad twomutual real estate companies, which

0.0 have been consolidated corresponding to the Group's ownership

Associates
Related party transactions.
EUR million 2010 2009 )
At beginning of period N 0.1 0.1 Jointventures
Share of associated companies'
profit 0.0 .
At end of period 0.1 0.1

17. Financial assets recognised at fair value

interest. Elisa’s holding in Kiinteistd Oy Paimion Puhelimenkulma
was 77% and in Kiinteistd Oy Brahenkartano 60%.

EUR million 2010 Levell Level 2 Level 3
Financial assets recognised at fair value 1.2 1z
Available-for-sale financial assets 33.2 9.9 233
Total 34.4 9.9 1.2 233
EUR million 2009 Levell Level 2 Level 3
Financial assets recognised at fair value 15 i
Available-for-sale financial assets 30.7 11.2 19.5
Total 32.2 11.2 1.5 19.5
Level 3reconciliation

Available-for-sale investments

EUR million 2010 2009
Balance at the beginning 195 19.1
Purchases 38 0.5
Sales -0.1
Balance at the end 23.3 195

Forrecognition of levels, see Accounting Policies, Financial Assets and Liabilities.
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18. Book values of financial assets and liabilities by measurement groups

Financial
assets/liabili- Financial
Financial ties recognised liabilities
assets atfairvalue measured at
2010 available Loansand through profit amortised
EUR million forsale receivables orloss® cost Bookvalues Fairvalues Note
Non-current financial assets
.... Availabﬂle-for-;aleinv'estmer]ts 332 332 = 33.2 19
.... Receivables i} 1.2 225 225 20
Current financial assets
Trade and otherreceivables 283.1 283.1 283.1 23
33.2 304.4 1.2 338.8 338.8
Non-current financial liabilities
.... Interest-bearing liabilities 445.8 4458  462.5 30
.... Other liabilities @ i} 9.1 91 9.1 31
Current financial liabilities
.... Interest-bearing liabilities 362.3 3623  367.2 30
Trade and other payables? 274.9 274.9 274.9 31
1,092.1 1,092.1 1,113.7
D Assets defined as such at initial recognition
2 Excluding received advances
Financial
assets/liabili- Financial
Financial ties recognised liabilities
assets atfairvalue measured at
2009 available Loansand through profit amortised
EUR million forsale receivables orloss® cost Bookvalues Fairvalues Note
Non-current financial assets
.... Available-for-sale investments 30.7 307
.... Receivables i} 15 194
Current financial assets
Trade and other receivables 278.0 278.0 278.0 23
30.7 2959 15 328.1 328.1
Non-current financial liabilities
.... Interest-bearing liabilities 5923 5923 6097 30
.... Other liabilities? i} 67 67 67 31
Current financial liabilities
.... Interest-bearing liabilities 1572 1572 1570 30
Trade and other payables 258.9 2589 258.9 31
1,015.1 1,015.1 1,032.3

b Assets defined as such at initial recognition
2Excluding received advances

The fair values of each financial asset and liability item are presented in more detail at the specified note number.
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19. Available-for-sale investments

20. Non-currentreceivables

EUR million 2010 2009 EUR million 2010 2009
Publicly listed shares 9.9 11.2 Loanreceivable 0.1
Unlistedshares 233 1es a7
Total 33.2 30.7 67

Changesinthe fairvalue of listed shares EUR -1.2 million (EUR +1.2
million) have been recognised in equity.

21. Deferred tax receivables and liabilities

L2
03

Other non-current receivables

Total 22.5 194
Derivatives are classified under Financial assets/liabilities
recognised at fair value through profit or loss. Other non-current
receivables are classified under Loans and receivables

The effective interest rate on receivables (current and

non-current) was 0 (0).

Recognised
Deferred tax receivables inincome Acquired/sold
EUR million 1Jan.2010 statement subsidiaries 31 Dec. 2010
POV IS IONS e 08 O AR
Unusedtaxlosses o 70 T
Financeleaseagreements ... 3.0 O
Negative depreciationdifference 38 B
internalmargins 79 RO 8
Share-basedincentiveplan o8 .06 ... 02
Other temporary differences 0.4 0.3
Total 25.7 -6.1

Recognised
Deferred tax liabilities inincome Acquired/sold
EUR million 1Jan.2010 statement subsidiaries 31 Dec. 2010
Fair value measurement of tangible and intangible assetsin
acquisition 10.3 -4.4 3.3
Accumulated depreciation difference 153 00
Other temporary differences 1.0 1.2 0.2
Total 26.6 -3.2 3.5

The Group had EUR 14.3 million (EUR 13.8 million) of unused tax losses at 31 December 2010, which have not been recognised in tax
receivables. These losses expire in 2011-2019. No tax liability has been recognised for the untaxed retained earnings of the Estonian
subsidiary as no profit distribution decision or plans for profit distribution exist for the time being.
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Deferred taxreceivables
EUR million

1Jan.2009 income statement

Acquired/sold
subsidiaries

Recognisedin
31 Dec. 2009

Provisions

Other temporary differences

e SO

08 .08

0

.58
0.4 0.0 0.4

Total

Deferred tax liabilities
EUR million

1Jan.2009 income statement

28.3 -2.6 257

Acquired/sold
subsidiaries

Recognisedin
31 Dec. 2009

Fair value measurement of tangible and intangible
assetsinacquisition

Other temporary differences

141 12

o SO - S ..
153

Total

22.Inventories

2010 2009
A28 128
0.4 06
s 58
38.7 31.2

EUR million

Materials and supplies
Work |n progreéjs
Finished products/goods
Total

An impairment of EUR 0.8 million (EUR 0.8 million) on inventories
was recognised during the period.

23. Trade and other receivables

2009
8571

2010
-

EUR million
Trade receivables

Prepayments and accrued
income Aase

Finance leasereceivables 1.4
Otherreceivables 8.6
Total 283.1

1e.7

82
278.0

Prepaymentsandaccruedincomeincludeinterestreceivablesand
accruals from operating activities.

30.9 -4.9 0.6 26.6

EUR million 2010 2009

Not due ...2333 2336

Overdue31-60days . . .
Overdue61-90days e B B3
Overdue more than 90 days 1.5 3.2
Total 257.9 2571

The book value of trade receivablesis areasonable estimate of
their fair value. The credit risk on trade receivables is described in
Note 34.

24. Cash and cash equivalents

2009
19.1
119
31.0

EUR million 2010
Cash at bank 5.5
Total 31.8

The effective interest rate of bank deposits was 0.13% and the
average maturity 3 days.
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25. Derivative instruments

Nominal values of derivatives 2010 2009
Period of validity Period of validity

EUR million Lessthan1year 1-5years Over5years Lessthanlyear 1-5years Over5years

Interestrateswaps . 2500 2300

Credit default swaps (CDS) Y 44,0

Total 150.0 194.0

1 CDS was related to hedging the guarantor bank risk for the QTE agreement. In 2008 Elisa wrote down the fair value of the CDS

agreement. The agreement has been settled in December 2010.

Fair values of derivatives 2010 2009
. Positive fair Negative Positive fair Negative

EUR million value fair value Total value fair value Total

Interest rate swaps 1.2 1.2 15 15

Total 1.2 1.2 15 15

Thefairvalue of derivativeinstrumentsis determined using market
prices quoted on a functional market, the cash flow discounting
method or option pricing models.

Elisa's interest rate swaps are categorized at the fair value
hierarchy level 2. See Note 17.

26. Equity
Number of
shares Treasury

EUR million (thousands)  Share capital shares Total
1Jan.2009 166,308 83.0 -202.0 -119.0
31 Dec. 2009 166308 B30  -2020 -119.0
Share-based compensation 3.0 3.0
31 Dec.2010 166,308 83.0 -199.0 -116.0

The company's paid share capital registered in the Trade
Register stood at EUR 83,033,008 at the end of the period (EUR
83,033,008).

Accordingtoits Articles of Assocation, ElisaCorporationonly has
one series of shares, each share entitling to one vote. Inaccordance

with the Articles of Association, the maximum number of shares is
1,000 million shares (1,000 million shares). All issued shares have
been paid.

Treasury shares include the acquisition cost of treasury shares
held by the Group.

Accounting Holding,
Treasury shares counter-value % of shares
Shares pcs EUR and votes
Treasury shares held by the Group/Elisa Corporation at 31 Dec. 2009 10,688,629
Disposal, Share incentive plan -154,123
Treasury shares held by the Group/Elisa Corporation at 31 Dec. 2010 10,534,506 5,259,589 6.33%
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Reserve for
invested non-

Contingency Fair value restricted
EUR million reserve reserve Otherreserves equity Total
Available-for-sale investments le L2
Capital repayment -62.2 -62.2
31 Dec.2009 3.4 10.3 381.0 188.6 583.3
Available-for-sale investments <
Capital repayment -143.3 -143.3
31 Dec.2010 3.4 9.1 381.0 45.3 438.8

The EUR 3.4 million contingency reserve includes the amount
transferred from the distributable equity under the Articles
of Association or by a decision by the General Meeting. The fair
value reserve of EUR 9.1 million includes changes in the fair value
of the available-for-sale investments. The other reserves of EUR

381.0 million were formed through the use of an equity issue in

acquisitions. Translation differences are EUR -0.3 million.

The reserve for invested non-restricted equity includes the
proportion of share subscription prices not recognised in equity in
accordance with share issue decisions.
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27.Share-based payments

On 18 December 2008, Elisa's Board of Directors decided onashare-
basedincentive plan.Under the plan, members of key management
areeligible toreceive Elisasharesasareward for their performance
overan earnings period of three calendar years. The earning periods
are calendar years 2009, 2010 and 2011.

TheBoard of Directors decides earnings criteriaand their targets
separately foreach earnings period. The earnings criteriafor2010
and 2011 are earnings per share and the development of revenue.
The amount of the award to be paid out of the share option planis
tiedtotheaccomplishmentof the targetsset. The award will be paid
within one month after each earning periods financial statement
have been closed as a combination of company shares and cash.
The maximumaward of the planis 1,100,000 shares. The maximum
amount of the award equals the value of 2,200,000 shares of Elisa.
Elisa's Board of Directors has decided on the personsinvolvedinthe
plan foryear 2010 and 2011.

Amount of share incentives and terms and assumptions in
the fair value calculation

The reward for the 2009 share incentive plan was determined
onthe basis of the development earnings per shareandrevenuein
2009. The total reward amounted to EUR 5.1 million, of which EUR
2.7 million was paid in cash. In accordance with the decision of the
Board of Directors, Elisa transferred 156,633 shares to 47 persons
covered by theincentive scheme on1March 2010, of which 52,715
shares to members of the Management Board and 20,083 shares
to the CEO. 2,510 of the transferred shares were returned to the
company on1]june 2010.

No award will be paid if individuals's employment terminates
before payment. The CEO must hold one-half of the sharesreceived
undertheplanforaslongasheservesasthe CEQ. Others must hold
allsharesreceived under the plan forone yearand two-thirds of the
sharesfortwoyearsafterthe end of eachearning period. The award
is to be returned if employment is terminated or cancelled during
therestriction period by the company or the employee.

Expensesrecognisedforshareincentive planwas EUR 2.8 million
in 2010 (EUR 3.2 million).

~Planfor2011  Planfor2010  Planfor2009
909 ,000 630 ,000 624 OOO
» 31 12 2010.‘” - .31 12 2009““‘” . .“‘31 12 2008
L1837 Ares 1888
LA87e ...1930 ....1448
112011 112010  1.1.2009
31 12 .2011 31 12 .2010 .““31 12 2009
31122013 31122012 31122011
0% 0% BT

Lo3%

156,633

—2 510

‘ 15 42

5%

UThe fair value of the share is granting date's share price minus estimated dividend.

AdThe estimated realisation is calculated using the CAP model (Capital Asset Pricing Model). The basic variablesin
the model are the interestrate level, general risk premium and the so-called betarisk on the Elisa share.
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Notes to the consolidated financial statements

Stock option plan 2007

On 18 December 2007, Elisa's Board of Directors decided to issue
stock options to the Group's key employees and a fully-owned
subsidiary of the company. The stock option scheme s targeted at
approximately 150 key employees whoare notincludedin the share-
basedincentive plan forseniormanagement. The stock optionsare
granted without consideration. No new option rights are granted
from the stock option plan.

Stock option plan 2007A

Granting date

The stock options entitle to the subscription of a total of
2,550,000 new shares or treasury shares. The options are divided
into options 2007A, 2007B and 2007C, 850,000 in each series.

Attimeofissuance, allthose stock optionsthatare notdistributed
tokey personnel, are giventoasubsidiary that may distribute stock
options to the Group's existing key personnel or those recruited
later subject to the Board of Director's decision.

Share price at

Granted amount date of granting

3ljan.oog 500,500 19.02
30Apr2008 4,000 14.46
31Aug.2008 6,000 14.58
30 Nov. 2008 2,000 11.29
31pec.2008 5,000 12.30
Number of instruments granted 517,500
Number of instrumentsreturned -39,650
Outstanding 477,850
Instock 365,150

Stock option plan 2007B

Granting date

Share price at

Granted amount date of granting

31jan.eoog 571,000 12.39
28Feb2009 5,000 10.15
31Mayg0o9 8,000 10.50
30jun.o0o 7,000 11.73
31Jul. 2009 6,000 12.87
31 Aug. 2009 3,000 13.76
30Sept.2009 6,000 14.02
310cte2009 7,000 13.19
31Dec.pog 3,500 15.96
30 Nov. 2010 3,000 15.21
Number of instruments granted 619,500
Number of instruments returped -42,500
Usedforsubscribingshares ... -400
Outstandng 576,600
Instock 273,400
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Notes to the consolidated financial statements

Stock option plan 2007C

Granting date

Share price at

Granted amount

date of granting

31Jan.e0 630,500 15.79
31Mar010 2,000 15.27
31May2010 4,000 13.68
310ct.200 6,000 15.50
30 Nov. 2010 1,000 15.21
Number of instrumentsgranted 643,500
Number of instruments returned -29,500
Outstandil 614,000
Instock 236,000
Terms of arrangement 2007A 2007B 2007C
Validity period (years) 3.5 3.5 3.5

1.12.2009-31.5.2011

1.12.2010-31.5.2012

1.12.2011-31.5

.2013

1.11.-30.11.2007

1.11.-30.11.2008

1.11.-30.11.2009

Original subscription price 20.84 11.89 13.99
Dividend and capital repayment 2008, EUR -1.80

Dividend and capitalrepayment2009,EUR -1.00 -1.00

Dividend and capital repayment 2010, EUR -1.42 -1.42 -1.42
Subscription price on 31 Dec. 2010 16.62 9.47 12.57

Y Average price weighted by trading volume at NASDAQ OMX Helsinki Oy

Fair values of options

Elisa uses the Black-Scholes model to determine fair value on the granting date. The fair value is booked as personnel expenses over
the earnings period. Granting date is the date on which the recipient confirms in writing the reception of the stock options. Expenses

recognised for the stock option plan amounted to EUR 2.6 millionin 2010 (EUR 2.0 million).
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28. Pension obligations

PensionschemesforElisa'spersonnelinFinlandarearrangedthrough
pensioninsurance companiesforstatutory pensioninsurance (TyEL)
and through life insurance company for supplementary pension
cover. The Finnish TyEL system is a defined contribution plan.
Some supplementary pension plans and pension plans under the

responsibility of Elisahave been classified as defined benefit plans.
Only Elisa Corporation has defined benefit plans.

The pension plans of foreign subsidiaries are defined contribution
plans.

EUR million 2010 2009  EURmillion 2010 2009
Present value of unfunded obligations 12 08 Currentservicecost L0202
Present value of funded obligations 7447 | .-446  Interestcosts B B N -t
Fair value of plan assets 43.7 43.6  Expectedreturnonplanassets 21 @ -24
Deficit/surplus ~-2.2  -18 Pastservice costs 0.4

Unrecognised actuarial gains(-) / losses(+) 1.9 2.1 0.6 0.2

Net liability in the balance sheet

Amountsin the balance sheet:

703 ...03

Liability .2 -08
Receivable 0.9 11
Net liability in the balance sheet -0.3 03
EUR million 2010 2009
Obligation at beginning of period -45.4 -519

.06 02
LAs
45
-45.4

Benefits paid

Obligation at end of period -45.9

EUR million
Fair value of plan assets at

2010 2009

beginning of period .36 493
Expectedreturn on plan assets Y - S o
Benefitspaid L TAD
Actuarial gains (+) and losses (-) = .
Contributions paid by employer 0.0 1.8
Fair value of plan assets at end of period 43.7 43.6

ActualreturnonplanassetswasEUR +4.3millionin 2010 (EUR-3.1
millionin 2009).

2010 2009
Discountrate ... ..4.25%  5.00%
Expected return on plan assets ..4.25%  5.00%
Future sala'r‘y“i'ncrease """"" 3.30% 3.30%

_210%  210%

EUR million 2010 2009 2008 2007 2006
Presentvalue of obligation  -45.9 -454 -51.9 -579 -613
Fairvalueofplanassets 437 436 493 549 581
Excess (+)/deficit () .22 18 -26 -30 -32
Experience-based

adjustmentstoplanassets  -0.4 -55 -07 -23 -0.2
Experience-based

adjustments to plan

liabilities .09 46 03 24 -06

The Group expects to contribute EUR 0.2 million to defined
benefit pension plansin 2011 (EUR 0.2 million).
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29. Provisions

EUR million Restructuring Other Total
Increasesinprovisions  le 17 29
Used provisions -1.0 -0.8 -1.8
31 Dec.2010 18 39 5.7
EUR million 2010 2009
Long-termprovisions 3837
Short-term provisions 2.1 0.9
Total 5.7 4.6

30. Interest-bearing liabilities

The restructuring provision is made for unemployment pensions,
which will be realised in 2011-2013.

Other provisions include a provision for vacant premises and an
environmental provision made for telephone poles.

2010 2009
Balance sheet Balance sheet
EUR million values Fair values values Fair values
Non-current
Bonds o 3745 392 sl 5395
Loans from financial institutions st 51 502
Finance lease liabilities 20.2 20.0
445.8 592.3 609.7
Current
BONS e . - . 200 298
Loans from financial institutions ..328 .38 300 300
Finance lease liabilities SR . L <. -
Commercial paper 102.0 102.0 74.0 74.0
362.3 367.2 157.2 157.0
Total 808.1 829.7 749.5 766.7

Interest bearing liabilities include a total of EUR 23.2 million (EUR
23.2 million) of secured liabilities (leasing liabilities). In substance
the finance lease liabilities are secured liabilities, since rights
to the leased property will revert to the lessor if payments are
neglected.

Allinterest-bearingliabilities are denominated in euros. Interest-
bearing liabilities are measured at amortised cost. The fair values
of interest-bearing liabilities are based on quoted market prices or
have been calculated by discounting the related cash flow by the
market rate of interest on the balance sheet date.

The average maturity of non-currentliabilitieswas 3.2 (3.5) years
and effective average rate of interest 4.0% (4.7%).
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Notes to the consolidated financial statements

Contract-based cash flows on the repayment of interest-bearing liabilities and financial costs

2010

EUR million 2011 2016- Total

Interest rate swap -0.4 -0.4 -0.4 -0.4 -1.6

...... Financialcosts =~~~ 282 185 188 163 21 427 1280
Repayments 363.4 2.2 80.5 309.6 9.5 445 809.7

Total 392.6 211 99.3 325.9 11.6 87.2 937.7

2009

EUR million 2010 2011 2012 2013 2014 2015- Total

Guarantees given
Financial costs

Repayments
Total

Upcoming financial costs on variable-rate financial liabilities and interest rate swaps have been calculated at the interest rate valid on
the balance sheet date.

Elisa has finance lease agreements concerning among others telecom facilities, GSM and optic fibre networks and servers. The
conditions vary in terms of purchase options/redemption clauses, index clauses and lease periods.

The guarantees are shown for the period during which the guarantee may fall due, at the earliest.
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In the framework of its bond programme, the parent company has issued the following bonds:

31 Dec. 2010
31Dec.2010 Balancesheet 31Dec.2010 31 Dec. 2010
Fair value value Nominal value Nominal Effective Maturity
EUR million EUR million EUR million interest rate interest date
EMTN programme 2001 / EUR 1,000 million
AXIZ004 e BEDB 88458258 A% 5ees%

007,
1/2010

31
75.5

%
fixed 3.000%

83
3.064%

Total 620.6

The fair value of bonds is based on market quotes.

31. Trade payables and other liabilities

EUR million 2010 2009
Non-current
Advances received 6.6 6.8
O o1 e
15.7 134
Current
Tradepayables 159.4 1551
Advances received 5.7 4.4
Accruedemployee-reiated expenses 387 381
Otheraccruals 359 378
Other liabilities 40.9 309
280.6 263.3
Total 296.3 276.7

The current value of non-interest bearing liabilities is a reasonable
estimate of their fair value. The payment times for the Group's
trade payables correspond to conventional corporate terms of
payment. Otheraccrualsincludeinterest expensesand otherregular
expenses.

32. Operating leases

Minimum lease payments payable on the basis of non-terminable
operating lease agreements:

EUR million 2010 2009
Within one year 20.5 19.2
Later than one year and up to five years 31.8 34.8
Later than five years 9.4 13.5
Total 61.7 67.5

Elisa's operatingleasesinclude business premises, telecom facilities,
office equipment, carsetc. Thelease periodsrangefrom 3to 6 years
for office equipment and cars to more than 50 years for telecom
facilities.
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33. Collateral, commitments and other liabilities

EUR million 2010 2009
Mortgages

Forown and group companies 2.0
Pledges given

Bank deposits given for own debt 0.9 0.7
Guarantees given

Forown 0.8

Forothersv 0.5 42.4
Total 4.2 431

Y Elisa has guaranteed small short-term loans of less than EUR 20,000
for personnel. The maximum amount of the guarantee limit was
EUR 0.5 million on 31 December 2010 (EUR 0.5 million). At 31 December
2009 EUR 41.6 million was related to the guarantee given on a European
bank for a credit derivative portfolio.

In relation to the leaseback agreement (a so-called QTE facility)
signed in 1999 Elisa had a counterparty risk of USD 63.3 million. In
2007 Elisa signed a credit risk derivative contract (CDS) equal to
therisk and provided a guarantee for a European bank for a credit
derivative portfolio (CDO) of USD 60 million. The reason for the
derivative arrangementswas todiversify the counterparty risk from
oneissuertoseveral counterparties. The partiesintheagreement
terminated the QTE facility in 2008. The termination of the credit
defaultswapandthe guarantee provided was agreed upon with the
arranger bankin December 2010. The settled guarantee expense
EUR 39.5 million was booked in financial expenses.

EUR million
Repurchase commitments

2010 2009
2290 00

Repurchase commitments mainly concern telecom network
terminals purchased with leasing financing by customers, such as
corporate PBXSs.

Real estate investments VAT refund liability is EUR 19.7 million at
31 December 2010 (EUR 18.5 million).

34. Financial risk management

Elisa Corporation's centralised financing functionisresponsible for
exchangerate, interestrate, liquidity, and refinancingrisks for the
entire Group. The principles of financing policy, such as funding and
investment principles, are annually discussed and ratified by the
Committee for Auditing of the Board of Directors. Fundingrisks are
monitored as part of the regular business monitoring procedure.

Interest raterisk

Elisa is exposed to interest rate risk mainly through its financial
liabilities. In order to manage interest rate risk, the Group's
borrowing and investments are diversified in fixed- and variable-
rate instruments. Derivative financial instruments may be used in
managinginterestraterisk. Theaimistohedge the negative effects
caused by changes in the interest rate level. Hedge accounting is
not applied to the derivatives.
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Times of interest rate changes for interest-bearing financial liabilities (EUR million), 31 Dec. 2010, at nominal value

Time of interest rate change less than 1 year lto5yearsperiod Overb5years period Total
Variable-rate financing instruments

Commercial paperloans i} 1020 i} i} ~102.0

..2233 . . o 2239

83.3 . . ...

3.0 . . 30

. . ..3750 . o 375:0

Finance lease 3.1 171 20.2

Total 414.8 378.1 171 810.0

Times of interest rate changes for interest-bearing investments (EUR million), 31 Dec. 2010, at nominal value

Time of interest rate change lessthan1year 1to5years period Over 5 years period Total
Variable-rate financing instruments

Money market investments 55 5.5
Total 55 5.5

The sensitivity analysis includes financial liabilities in the balance sheet of 31 December 2010 (31 December 2009). The change in the
interest rate level is assumed to be one percentage point. The interest rate position is assumed to include interest-bearing financial
liabilities and receivables, as well as interest rate swaps, on the balance sheet date assuming that all contracts would be valid unchanged
for the entire year.

2010 2009

Income Shareholders' Income
EUR million statement equity statement Shareholders’ equity
Change ininterest rate level +/- 1% +-18 ,‘ $-20
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Exchange rate risk
Most of Elisa Group’s cash flows are denominated in euro, which
means thatthe company's exposure to exchange raterisk (economic
risk and transaction risk) is minor. Exchange rate risks associated
withbusinessarise frominternationalinterconnection trafficand, to
aminorextent, acquisitions. Themostimportant currenciesare the
International Monetary Fund's Special Drawing Rights (SDR), the US
dollar (USD) and the Estonian kroon (EEK). No exchange rate hedging
was used during the period. The company's financial liabilities do
notinvolve exchange rate risk.

The translation difference exposure for foreign subsidiaries
includedin consolidated equity is minor. The translation difference
exposure has not been hedged during the period.

Elisa’s foreign exchange exposure

31 Dec.2010

Trade Netinvestmentsin
EURmillion Tradereceivables payables foreign subsidiaries
. A A
USD i O 0T
EEK 60.7
Elisa's foreign exchange exposure
31 Dec. 2009

Trade Netinvestmentsin
EUR million Tradereceivables payables foreignsubsidiaries
SOR i B BB
L .S
EEK 60.7

A change of twenty percentage points would impact consolidated
equity by EUR 12.1 million (EUR 12.1 million) and profit before tax
by EUR 0.7 million (EUR 0.7 million).

Liquidity risk

The objective of liquidity risk managementis to ensure the Group’s
financing in all circumstances. The company's most important
financingarrangementisan EMTN programme of EUR 1,000 million,
under which bonds have been issued for EUR 625,0 million. The
company also has a EUR 250 million commercial paper programme
and committed revolving credit facility of EUR 300 million. The
EUR 170 million revolving credit facility valid until 17 June 2012 is
undrawn as of 31 December 2010. Of the EUR 130 million revolving
creditfacility valid until 21 November 2014 EUR 32 million was drawn
on 31 December2010. The margin of the limitsis determined by the
Groups' creditrating.

As partofensuringits financing, Elisahas acquiredinternational
creditratings. Moody's Investor Services have rated Elisa’'slong-term
commitmentsasBaa2 (outlook stable). Standard & Poor's has rated
the company'slong-term commitments as BBB (outlook stable) and
short-term commitments as A-2.

Cashin hand and at banks, and unused committed limits

EUR million 2010 2009
Cash and bank 31.8 31.0
Credit limits ' 268.0 3000
Total 299.8 331.0

Cash and bank as well as unused committed credit limits deducted
by commercial papersissued by Elisaamounted to EUR197.8 million
on 31 December 2010 (EUR 257.0 million).

Contract-based cash flows for interest-bearing liabilities are
presented under Note 30.

Credit risk

Financial instruments contain an element of risk of the respective
parties failing to fulfil their obligations. Liquid assets are invested
within confirmed limits to investment targets with a good credit
rating. Investments and the limits specified for them are reviewed
annually, ormore oftenif necessary.In2008, investments and their
limits were reviewed due to the unstable situation in the money
market. Investment activities are monitored, and the outstanding
investments are notexpected toresultin creditlosses. Derivative
contractsare only signed with Finnish and foreign banks with good
creditratings.

The business units are liable for credit risk associated with
accounts receivable. The units have credit policies prepared in
writing that are mainly consistent with uniform principles. The
creditratings of new customersare reviewed from external sources
always when selling products or services invoiced in arrears. In
case of additional sales to existing customers, creditworthiness
isreviewed on the basis of the company's own accounts. Elisamay
also collect advance or guarantee payments in accordance with
its credit policy.

Creditrisk concentrationsinaccountsreceivableare minorasthe
Group'scustomerbaseiswide; the10largest customersrepresent
approximately 7 % of customer invoicing. EUR 8.5 million (EUR
9.4 million) of uncertain receivables have been deducted from
consolidated accountsreceivable. The Group’s previous experience
inthe collection of tradereceivables corresponds to the recognised
impairment. Since 2007, the Group has sold the trade receivables
of defined customergroups that are overdue by anaverage of 136
days.Basedonthese facts, the managementis confident that the
Group'stradereceivablesdo notinvolve any substantial credit risk.
The age distribution of trade receivablesis described in Note 23.

Elisa'savailable-for-sale investments consist mostly of publicly
listed shares in Comptel Corporation. The sensitivity analysis
includes shares in the balance sheet of 31 December 2010 (31
December 2009). The analysis assumes a change of twenty
percentage pointsin the share price.

2010 2009

Share- Income Share-

Income holders’ state- holders’

EUR million statement  equity ment  equity
Change in Comptel

share price +/- 20% +/-0 +/-2,0 +/-0 +/-2,2
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Elisa's capital consistsof equity andliabilities. Todevelopitsbusiness,
Elisa may carry out expansion investments and acquisitions that
may be financed through equity or through liabilities directly or
indirectly.

The target for the company's equity ratio is over 35% and net
debt/EBITDA1.5t02.0. Thenetdebt/EBITDAindicatoris calculated
exclusive of non-recurring items.

The company's distribution of profit to shareholders consists
of dividends, capital repayment and purchase of treasury shares.
Effective profitdistributionis 40% to 60% of profit for the period.
Furthermore, additional profitdistribution to the shareholders may
occur. When proposing or deciding on the distribution, the Board
takesintoaccountthe company's financial position, future financing
needs, and the set financial objectives.

Capital structure and key indicators

31.12.2010 31.12.2009

Interest-bearingnetdebt ...776.2 7185
Total equity 833.1 900.0
Total capital 1,609.3 1,618.5
Gearingratio o 33:2% 798%
Netdebt/EBITDA o 1615
LA2S% A%

Available sources of financing

With regard to equity financing, the company's objective is to
maintain sufficient flexibility for the Board of Directors to issue
shares. The General Meeting decides theamount of the shareissue
authorisation. Theauthorisation has beenused mainlyin connection
with mergers and acquisitions.

Shareholders’ equity 31.12.2010 31.12.2009
Treasuryshares, 1,000 .. ......10535 10689
Shareissue authorisation, 1,000 15,000 50,000
Maximum total, 1,000 15000 50000
Share price 16.27 15.96
Total, EUR million 244.1 798.0

With regard to liability financing, the company maintains loan
programmes and credit arrangements that allow quick issuance.
The arrangements are committed and non-committed, and allow
issuances for different maturities.

Debt capital 31.12.2010 31.12.2009
Commercial paper programme

(non-committed)® ..1480 1760
Revolving credits (committed) 3 .268.0 ..3000
EMTN programme

(non-committed) ¥ 375.0 400.0
Total 791.0 876.0
Total equity and debt capital 1,035.1 1,674.0

DThe authorisation toissue shares at 31 December 2010 amounted to a
maximum of 15,000,000 shares. This may be effected through anissue
of new shares or sale of treasyry shares.

2 The commercial paper programme amounts to EUR 250 million, of which
EUR102.0 million was in use at 31 December 2010.

3 Elisa has two committed revolving credit facilities to a total of EUR 300
million, of which EUR 32 million was in use at 31 December 2010.

4 Elisa has an European Medium Term Note programme (EMTN) to a total
of EUR 1,000 million. EUR 625,0 million was in use at 31 December 2010.
The program was updated on 27 March 2010 and it is valid for one year
as of the update.
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Notes to the consolidated financial statements

35. Related party transactions

The Group's parent company and subsidiary
relationships are as follows:

The parent company of the Group is Elisa Corporation.

The Group's subsidiaries

31 Dec. 2010
Group's

Domicile ownership, %

Helsinki

Appelsiini Finland Oy

Oulu

Helsinki

Espoo

Tallinn

Hong Kong

Helsinki

Helsinki

Pori

Jyvdskyld

Jyvdskyld

Helsinki

Turku

Paimio

Espoo

Kuusamo

Espoo

Stockholm

Helsinki

St. Petersburg

Espoo

Helsinki

Helsinki

Riga

Tampere

Vilnius

Oulu

Tuusula

Solna

Joensuu

Helsinki

Tampere

Helsinki

Helsinki

Helsinki

Helsinki

Significantchangesinownership are presentedin Notes 2, Acquisitions

and 3, Divestments.

The following transactions have been carried
out with related parties:

Related party purchases:

EUR million 2010 2009
Associates and joint ventures 0,6 0,6
Total 0.6 0,6

Employee benefits to key management are presented under

Note 7.

36. Events after the balance sheet date

There have been no significant events after the balance sheet

date.
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Key indicators

Key indicators describing the Group’s financial development

IFRS IFRS IFRS
2010 2009 2008
INCOME STATEMENT
Revenue, EUR million 1,463
Changeofrevenue,% 2.3%
EBITDA (EURmillion) 485
EBITDAas %ofrevenue 33.1% 33.8% 31.8%
EBIT, EUR million 268 287 208
EBITas%ofrevenue 18.3% 18.7% 17.8%
Profit before tax, EURmillion 197 235 228
Profitbefore taxas % ofrevenue 13.5%
Returnonequity (ROE),% 17.4% 199% o 18.5%
Returnoninvestment(RON), % 14.0% 16.0% 156%
Research and development costs, EUR million L e S
Research and development costs as % of revenue 0.7% 0.7% 0.7%

BALANCE SHEET
Gearingratio, %

Currentratio

Equity ratio, %

INVESTMENTS IN SHARES
Purchases of shares, EUR million

CAPITAL EXPENDITURES
Investments, EUR million

Investments as % of revenue

PERSONNEL
Average number of employees during the period

Revenue/employee, EUR1,000

,,,,, 34 - S, -
184 AT 184
12.6% 119% o 12.4%
3,477
421 445 504

The order book is not shown because such information isimmaterial owing to the nature of the company’s business.
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Per-share indicators?

IFRS
2010

IFRS
2009

IFRS
2008

Share capital, EUR

83,033,008.00

155,773,080

155773080

156,129,164

156,153,867 1

2,534

144, PrT

“The Board of Directors proposes a dividend payment of EUR 0.90 per share.

YThe numbers of shares are presented without treasury shares held by Elisa Group. Treasury shares have been accounted for in

the calculation of the indicators.

dCalculated on the basis of the closing price on the last trading day of the year.

3 Calculated in proportion to the average number of shares for the period.
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12 67fff O
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83,033,008.00

83,033,008.00

155 618 957 155, 618 957
155 618 957 157, 449 911
155 809 082 155, 618 957
155 809 082 157, 449 911
2 484 1, 914

1 13 1. 12

O 50 o 60

44 2% ~53. 0%

o 0 92 0 40
‘81 2% 35 3%

578 5. 61

14 1 i} 11 O

313% 4, 88%

576%

3.25%

15. 02

12. 30

985

22. 18

180 605

338 825

116%

218%
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Formulae for financial summary indicators

EBITDA

Return on equity (ROE), %

Return oninvestment (ROI), %

Gearingratio, %

Currentratio

Equity ratio, %

EBIT + depreciation, amortisation and impairment

Profit for the period

Total shareholders' equity (on average during the year)

x100

Profit before taxes + interest and other financial expenses %100

Total equity + interest bearing liabilities (on average during the year)

Interest-bearing liabilities - Cash and cash equivalents and financial assets at
fair value through profit or loss

Total shareholders’ equity

x100

Current assets

Current liabilities - advance payments received

Total shareholders’ equity «100

Balance sheet total - advance payments received

Formulae for per-share indicators

Earnings per Share (EPS)

Dividend per share

Effective dividend yield »

Payout ratio as percentage

Equity per share

P/E ratio (Price/Earnings)

Profit for the period attributable to the equity holders of the parent

Average number of shares during the period adjusted for issues

Dividend adjusted for issues

Number of shares at the balance sheet date adjusted for issues

Dividend per share x 100

Share price at the balance sheet date adjusted forissues

Dividend per share x 100

Earnings per share

Equity attributable to equity holders of the parent

Number of shares at the balance sheet date adjusted forissues

Share price on the balance sheet date

Earnings per Share

" The calculation formulas apply also to the capital repaymentindicators.
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Income statement, parent company, FAS

1jan.-31Dec. 1Jan.-31Dec.
EUR million Note 2010 2009
Reveppge 1 1,167.2 1,196.1
Changeininventories -0.2 -0.4
Otheroperatingincome 2 79 23.9
Materialsandservices 3 -467.1 -476.5
Personnelexpenses 4 -175.2 -163.4
Depreciationand amortisation 5 -193.9 -239.5
Other operating expenses -142.1 -155.4
Operating profit/loss 196.6 184.8
Financial income and expenses 7 -28.3 -29.4
Profit/loss before extraordinary items 168.3 155.4
Extraordinary items 8 10.0 -5.9
Profit/loss after extraordinary items 178.3 149.5
Appropriations 9 -1.1 -4.7
Income taxes 10 -42.4 -56.7
Profit/loss for the period 134.8 88.1
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Balance sheet, parent company, FAS

EUR million Note 31 Dec. 2010 31 Dec. 2009
ASSETS

Fixed assets

Intangibleassets 11

Tangibleassets 1

Investments 12

Current assets

Inventories =

Non-currentreceivables 14

Currentreceivables 15

Cash and bank

TOTAL ASSETS 1,439.5 1,456.6

SHAREHOLDERS' EQUITY AND LIABILITIES

Shareholders’ equity 16
Sharecapital e
Treasuryshares e
Contingency reserve e
Reserve for invested non-restricted equity S
Retained earnings S

Profit/loss for the period

Accumulated appropriations e 174 16.3

Provisions for liabilities and charges 17 B2 38

Liabilities

Non-current liabilities .18 4341 58256

Current liabilities 19 644.0 428.1
1,078.1 1,010.7

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 1,439.5 1,456.6
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Cash flow statement, parent company, FAS

EUR million 2010 2009
Cash flow from operating activities
Profitbefore extraordinaryitems 1684 155.4
Adjustments:
...... Depreciation and amortisation 1939 . 2395
...... Financial income and expense 380 . 293
..... Gainsandlosseson the disposal of fixedassets -1.5 -0.8
...... Gains and losses on the disposal of shares 87 .. 0.1
...... Change in provisionsin the income statement 1.4 -1.2
Other adjustments -0.4 0.0
Cash flow before change in working capital 390.1 4223
Change in working capital 28.1 12.4
Cash flow before financial items and taxes 418.2 434.7
Dividendsreceived 317 23
Interestreceived 82 9.0
Interestpaid 753 -373
Income taxes paid -49.9 -53.3
Net cash flow from operating activities 332.9 355.4
Cash flow from investing activities
Capitalexpenditure 1384 71463
Proceeds fromsale of property, plantandequipment 36 le
Investmentsin shares and other financialassets -28.3 -8.6
Proceeds fromsale of shares and other financialassets 105 13
0N G AN e 26.4 24
Repayment of loan receivables 1.4 49.8
Net cash flow used in investing activities -177.6 -105.0
Cash flow after investing activities 155.3 250.4
Cash flow from financing activities
Proceedsfromlong-termborrowings 750
Repaymentoflong-termborrowings -800 365
Changeinshorttermborrowings 723 7566
Dividendspaid 2207 1552
Group contributions given -5.9 -4.1
Net cash flow used in financing activities -159.3 -252.4
Changeincashandcashequivalents 40 -20
Cash and cash equivalents at beginning of period 22.8 24.8
Cash and cash equivalents at end of period 18.8 22.8
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Notes to the financial statements of the parent company

Accounting principles

Elisa Corporation’s financial statements have been prepared
following the accounting principles based on Finnish accounting
legislation.

When the information for the financial year is compared with the
previous financial year, it must be taken into account that the one-
off guarantee expenses totaling EUR 39.5 million are included in
financial expenses for 2010.

Transactions denominated in a foreign currency are booked at the
exchangeratesquotedonthedaythatthetransactiontookplace.On
the day of closing, the accounts balance sheet items denominated
inaforeign currency are valued at the average rate quoted by the
European Central Bank at the closing date.

The acquisition cost less accumulated depreciation according to
planandvalue adjustmentsis presentedinthe balance sheetasthe
book value of intangible and tangible assets. Self-manufactured
and built fixed assets are valued as variable costs.

The difference between depreciation according to plan and to-
tal depreciation made is shown under appropriationsin the parent
company'’s income statement and the accumulated depreciation
differenceisshownunderaccumulated appropriationsintheshare-
holders' equity and liabilities in the balance sheet. The negative
depreciationdifference transferred from merged companiesisrec
ognised as income. Depreciation according to plan is calculated on
thebasisof useful life asstraight-linedepreciationfrom the original
acquisition cost.

The useful lives according to plan for the different asset groups
are:

Intangible rights ~3-5Syears

5-10 years

25-40 years

10-25 years

6-10 years

Cablenetwork B-15years
Telecommunication terminals

(rented to customers) ~1-4years

Other machines and equipment ~3-5years

Inventories are valued at variable costs, acquisition price or the likely
assignment, or repurchase price if it is lower. A weighted average
price is used in the valuation of inventories.

Investmentsinmoneymarketfundsarerecognizedattherepurchase
price. Investments in certificates of deposit and commercial paper
are recognized at the acquisition cost, as the difference between
the repurchase price and cost of acquisition is not significant.

The sale of performances is recognised as income at the time of
assignment and income from services is booked once the services
have beenrendered.

Interconnection fees that are invoiced from the customer and
paid as such to other telephone companies are presented as a de-
duction item under sales income (Finnish Accounting Standards
Board 1995/1325).

The profit from the sales of business operations, shares and
fixed assets, subsidies received and rental income from premises
are presented under other operatingincome.

Research costs are booked as expenses on the income statement.
Productdevelopmentexpensesarerecognisedinthebalance sheet
from the date the product is technically feasible, it can be utilised
commercially and future financial benefit is expected from the
product.Inothercases, development costsare booked underannual
expenses. Development costs previously recognised as expenses
are not capitalised later.

Public subsidies for product development projects and the like
are recognised under other operating income when the product
development costs are recognised as annual expenses. If a public
subsidy is associated with capitalised product development costs,
the subsidy reduces the capitalised acquisition cost.

Future expenses and losses that are allocated to an ended or
previous financial year, and the realisation of which is considered
certainorlikelyandincome corresponding towhichis notcertainor
likely, are booked as expenses under the expenseitemin question
ontheincome statement. Inthe balance sheet they are presented
under provisions forliabilities and charges when theirexactamount
orrealisationdateis notknown. In other cases, they are presented
under accruals and deferred income.

Given and received Group contributions and merger profits and
losses have been booked under extraordinary items.

Income taxes belonging to the financial year are allocated and
booked on the income statement. No deferred tax liabilities and
receivables have been booked in the financial statements.
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1. Revenue

EUR million 2010 2009 2010 2009
Sales 1,254.4 11,2805 Fixedsalary 494,256.00 476,820.00
Interconnection fees and Performance-based bonus 133,288.80 306,180.00
other adjustments -87.2 -84.4 Fringe ber]gﬁts """ 14,909.00 14,960.00
Total revenue 1,167.2 11961 share-based payments? 656,937.77
1,299,391.57 797,960.00
Geographical distribution
Finland 1,126.5 11551 152010, according to the 2009 share-based payment plan,
Restof Europe i} 370 372 CEO Veli-Matti Mattila received 20,083 shares of Elisa Oyj, with
Other countries 3.7 3.8 avalue of EUR 314,634.74 and related cash payment EUR 342,303.03.
Total 1,167.2 1,196.1
The CEOis entitled to retirement at 60 years of age. See Note 7 to
the consolidated financial statements.
2. 0ther operatingincome
The Board of Directors’
EUR million 2010 2009 remuneration, EUR 2010 2009
Gain on disposal of fixed assets 1.6 0.8 RistoSiilasmaa 116,500.00 115,500.00
i 0.0 00 PerttiKorhonen 67,500.00  67,500.00
Others D 6.3 231 Arilehtoranta 68,000.00 48,500.00
Other operating income total 7.9 239 Raimolind 77,500.00 50,000.00
LeenaNiemistd 51,000.00 .
b 0therincome items mainly include rental income of real estate, Eira Palin-Lehtinen 69,500.00 68,000.00
:tahr;argoepn;rearg:;?r::;;n;e charged from subsidiaries and miscellaneus “Q§§i Virola‘i’nen """ 81,59(.')..90 8"(.).,'000.00.
Tomas Otto Hansson _— 16,500.00
Orri Hauksson 17,500.00
3. Materials and services 531,500.00 463,500.00

EUR million 2010 2009
Materials, supplies and goods
Purchases 45.1 449
Changeininventories -4.7 -11.2
40.4 33.7
External services 426.7 442.8
Materials and services total 467.1 476.5
4., Personnel expenses
EUR million 2010 2009
Salariesandwages 1437 1317
,,,,,,,,,,,, 228237
Other statutory employee costs 5.7 8.0
Personnel expenses total 175.2 163.4
Personnel on average 2,634 2,569

The following compensation determined by the General Meeting
was paid to the Members of the Board: monthly remuneration fee
forthe Chairman EUR 9,000 per month: monthly remuneration fee
forthe Deputy Chairman and chairman of the Committee for Auditing
EUR 6,000 per month, monthly remuneration fee for the Members
EUR 5,000 per month, and meeting remuneration fee EUR 500/
meeting/participant. The monthly remuneration fees (deducted by
tax) are used purchase Elisa shares every quarter end. The shares
are subject to a transfer restriction of four years during the term
of Board service. Therestrictionislifted when Board membershift
ends.
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Notes to the financial statements of the parent company

5. Depreciation and amortisation

8. Extraordinary items

EUR million 2010 2009 EURmillion 2010 2009
Amortisation of intangible assets 650 108.7  Extraordinary income
Depreciation of tangible assets 128.9 1308 | Group contributionsreceived 100 ...
Total 193.9 239.5 Extraordinary expenses
Group contributions paid -59
Specification of depreciation by balance sheetitems isincludedin ~ Extraordinary items total 10.0 -5.9
Note 11. Fixed assets.
9. Appropriations
6. Auditor's fees
EUR million 2010 2009
EUR million 2010 2009  change in depreciation difference -1.1 -4.7
Auditing 0.2 0.1  Appropriations, total -1.1 -4.7
Ed
Other services 0.1 0.0 10. Income taxes
0.8 0.6
~ Financial income and 0 EUR million 2010 2009
TINAnCIETIComE andexpenses Incometaxonextraordinaryitems 26 15
- Income taxonregularbusiness -39.6 7352
EUR million 2010 2008 |ncome tax for previous periods -0.2 0.0
Interestincome and other financial income Income taxes, total -42.4 567

Dividendsreceived

...... from Group companies 309 13
from others 0.8 1.0
Total dividends received 31.7 2.3

Otherinterest and financial income

...... from Group companies 04 07
from others 17.9 8.3

Otherinterest and financial income, total 18.3 9.0

Interestincome and other financial

income, total 50.0 11.3

Interest costs and other financial expenses

...... to Group companies -03 ...702
toothers? -78.0 -40.5

Interest costs and other financial

expenses, total -78.3 -40.7

Financial income and expenses, total -28.3 -29.4

B EUR 39.5 million guarantee expensesisincluded ininterest costs and
other financial expenses. Described in detail under Note 33 in the con-
solidated financial statements.
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11. Fixed assets / Intangible and tangible assets

Intangible Assets
Other
2010 Development Intangible intangible
EUR million costs rights Goodwill assets In progress Total
Acquisition costat1jan.2010 i i} 0.8 16.0 7691 2520 120 10499
,,,,,,,,,,,,,,,,,, 0.4 2.0 . e d3 e ....209
,,,,,,,,,,,,,,,,,, . 00 0.0 . 2O 2027
Reclassifications 1.2 0.3 6.5 -7.6
Acquisition cost at 31 Dec. 2010 2.4 18.3 769.1 265.1 15.6 1,070.5
Accumulated amortisationat1jan. 2010 i} 0.1 10.8 3154 1583 4846
Accumulated depreciation of disposals and
reclassifications i i} 0.0 i} ~-07 ~-07
Amortisation for the period 0.7 2.3 30.8 31.2 65.0
Accumulated amortisation at 31 Dec. 2010 i} 0.8 131 ~346.2 1888 5489
Book value at 31 Dec. 2010 16 5.2 422.9 76.3 156 521.6
Tangible assets
Machinery Other
2010 Land and Buildings and and tangible
EUR million water  constructions equipment assets In progress Total
,,,,,,,, 50 . 615 19251 ...3458 244 20506
,,,,,,,, 00 .. 37......60 00 177 .....117.4
,,,,,,,, 01 11 ..oA0 . -5.2
Reclassifications 0.0 2.9 129 0.0 -16.3 -0.5
Acquisition cost at 31 Dec. 2010 4.9 67.0 2,030.0 34.6 25.8 2,162.3
Accumulated depreciationatljan.2010 293  1,506.8 322 1,568.3
Accumulated depreciation of disposals and
reclassifications A0 .2l . 3.1
Depreciation for the period 3.4 125.1 0.3 128.8
Accumulated depreciationat31Dec.2010 31.7 1,629.8 325 ~1,694.0
Book value at 31 Dec. 2010 49 35.3 400.2 21 25.8 468.3
Intangible Assets
Other
2009 Development Intangible intangible
EUR million costs rights Goodwill assets In progress Total
Acquisition costat1jan.2009 i i} 0.0 13.6 7691 ~ 2070 378
""""""""" 0.3 14 i} ~ 106 105
444444444444444444 . . . . _0'2
Reclassifications 0.5 1.0 34.6 -36.3
Acquisition cost at 31 Dec. 2009 0.8 16.0 769.1 252.0 12.0 1,049.9
Accumulated amortisationat1 Jan. 2009 i} 0.0 8.6 - 2384 1292 3762
Amortisation for the period 0.1 2.2 77.0 29.1 108.4
Accumulated amortisation at 31 Dec. 2009 i} 0.1 10.8 3154 1583 4846
Book value at 31 Dec. 2009 0.7 5.2 4537 93.7 12.0 565.3
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Tangible assets

Machinery Other
2009 Landand Buildingsand and tangible
EUR million water constructions equipment assets In progress Total
Acquisition costat1jan. 2009 51 . 579 ..1808.2 346 ....236 19294
A OIS e 26 ... 1038 00 .....1.es . ..1233
Disposals o 01 13 -0.9 S
Reclassifications 2.3 14.0 0.0 -16.1 0.2
Acquisition cost at 31 Dec. 2009 5.0 61.5 1,925.1 34.6 24.4 2,050.6
Accumulated depreciationatljan.2009 275 ...13805 316 o 18398
Accumulated depreciation of disposals and
TeClasSIICatioNS e 13 03 .
Depreciation for the period 31 126.6 0.6 130.3
Accumulated depreciationat3lDec.2009 e93 15068 322 o 19683
Book value at 31 Dec. 2009 5.0 32.2 418.3 2.4 24.4 482.3
12. Investments
Shares Receivables

2010 Group  Associated Other Group
EUR million companies companies companies companies Total
Acguisitioncostatljan.200 64.8 5.2 170 36  90.6

""""""""""""""""""""" 31.2 0.1 3.8 06 357
Sales/disposals -0.6 -0.2 -0.8
Acquisition cost at 31 Dec. 2010 95.4 5.3 20.6 4.2 125.5
Impairmentatljan.2010 -0.3 -0.3

........................... _0'3 -0.3

Book value at 31 Dec. 2010 95.4 53 20.3 4.2 125.2

Accumulatedinterest of EUR 0.2 million on capital loanreceivables
of EUR 1.9 million included in receivables have not been booked

based on the prudence principle.

Alist of the subsidiaries is available under Note 35 in the con-
solidated financial statements.

Shares Receivables
2009 Group  Associated Other Group
EUR million companies companies companies companies Total
Acquisitioncostatljan.2009 60.4 5.2 16.6 29 85.1
Additions 5.8 0.5 0.7 7.0
sales/disposals 1.4 -0.1 a5
Acquisition cost at 31 Dec. 2009 64.8 5.2 17.0 3.6 90.6
Impairmentatljan.eo09 -0.3 -0.3
Impairmentat31Dec.2009 . 03 2023
Book value at 31 Dec. 2009 64.8 5.2 16.7 3.6 90.3
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Notes to the financial statements of the parent company

13. Inventories

EUR million 2010 2009
Materials and supplies 11.8 11.8
n progress

Advance payment 0.4 0.2
Inventories total 33.9 29.2
14. Non-current receivables
EUR million 2010 2009
Receivables from Group companies

Loans receivable 4.7 5.7

Prepayments and accrued income 2 7.5 8.2

Non-current receivables total
Y Loanreceivablesinclude EUR 0.1 million receivable from Sofia Digital Oy.

2 Breakdown of prepayment and accrued income

.......... Rentadvances o 885
Bond issue loss allocations 0.3 1.7
7.5 8.2

15. Currentreceivables

EUR million 2010 2009
Receivables from Group companies
...... Trade receivables 400 477
...... Loan receivables 413 158
...... Otherreceivables o148 00
Prepayments and accrued income 0.3 0.2
96.2 63.7
Receivables from others
Tradereceivables 147.1 1715

15.1
162.7
258.9

Total

Y Breakdown of prepayment and accrued income
Interest 6.1 6.1

' Other business expense advances 4.9 4.4

16. Shareholders’ equity

EUR million 2010 2009
Share capital at1Jan. 83.0 83.0
Share capital at 31 Dec. 83.0 83.0
Treasurysharesatljan. -201.9 -201.9
Share-based payment 3.1
Treasury sharesreserve at 31 Dec. -198.8 -201.9
Contingency reserve at1Jan. 3.4 3.4
Contingency reserve at 31 Dec. 3.4 3.4
Reserve forinvested non-restricted

equityatljagn. 186.7 2489
Capital repayment -143.3 -62.2
Reserve forinvested non-restricted

equity at 31 Dec. 434 186.7
Retained earningsatljan. 354.6 359.2
Dividend distributon -77.9 -934
Withdrawal of dividend liabilities 0.7
Share-based payment -3.1
Contributions -0.6
Retained earnings at 31 Dec. 273.0 2665
Profit for the period 134.8 88.1
Total shareholders’ equity 338.8 4258
Distributable earnings

Retainedearnings 273.0 266.5
Treasuryshares -198.8 -201.9
Reserve forinvested non-restricted equity 43.4 186.7
Profit for the period 134.8 88.1
Distributable funds at 31 Dec., total 252.4 3394
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17. Provisions EUR million 2010 2009
Non-interest bearing

EUR million 2010 2009 Liabilities to Group companies

Provision for unemployment pensions 25 23 Tradempayables“ } 97 73

Other provisions for liabilities and charges » , 15 Other liabilities 0.0 6.0

Provisions for liabilities and charges, total 5.2 3,8 9.7 133

b Other provisionsinclude provision for salaries, including related
statutory employee costs, for employees not required to work during
their severance period and provision for vacant premises.

Provisions of EUR 1.8 million were used in 2010 (EUR 2.7 million).

18. Non-current liabilities

Liabilities to others
Adva'rj“ces receiyed i} 2.4.“. 2.3

EUR million 2010 2009
Interest-bearing
. 375.0 5259
Loans from financial institutions 500 . 50.0
Non-interest bearing
Otherliabilities _ 2903
Accruals and deferred income v 6.2 6.4
Non-current liabilities, total 434.1 582.6
Liabilities maturing after five years
Loans from financial institutions . 500
bYBreakdown of accruals and deferred income
Rent advances 6.1 6.3
G e
6.2 6.4
19. Current liabilities
EUR million 2010 2009
Interest-bearing
Liabilities to Group companies
Group account | . D32 409
Other liabilities 0.1 0.1
53.3 41.0
Liabilities to others
Bonds . .2259 300
Loans from financial institutions 320 300
Other liabilities 102.0 74.0
359.9 154.0
Interest-bearing, total 413.2 195.0

Trade payables_ B9 1219
Other liabilities ...38:3 304
Accruals and deferred income V) 61.3 65.2
221.1 219.8
Non-interest bearing, total 230.8 2331
Current liabilities, total 644.0 428.1
b Breakdown of accruals and deferred income
Holiday pay, performance-based bonuses
andrelated statutory employee costs 33.4 31.1
Interest 2 215
Directtaxes 60
Rentadvances 09
Advanceincome 44
Others 13
61.3 65.2
20. Collateral, commitments and other liabilities
EUR million 2010 2009
Pledges given
Bank deposits given for own debt .05 05
Guarantees given
Forown .. L
Forothers? 0.5 42.3
Total 1.7 42.8

DAt 31 December 2009 EUR 41.6 million was related to the guarantee
given on a European bank for a credit derivative portfolio. An agreement
on the termination of the guarantee was made with the arranger bank
in December 2010. The settled guarantee expense EUR 39.5 million has
been booked in financial expenses. Described in detail under Note 33in
the consolidated financial statements.
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EUR million 2010 2009  EURmillion 2010 2009
Leasing liabilities on telecom networks? Interest rate swap
Due within one year 0.8 0.8 Nominal value 150.0 150.0
Due'aterthan one yearand up tofive 1 8 23 """ ‘Iféki‘rvaluerégé”gnised i
%earﬁ»{ »»»»»» e 10 13 ..... the balancesheet 12 15
uelaterthanfive years 3-6 4'4 Credit default swaps?

o : ' Nominal value 44.0
Otherleasingliabilities®
Duewithinoneyear . 54 76  ucreditrisk derivative contract (CDS) is related to the counterparty risk
Due later than oneyearand up to five of QTE facility. In 2008, Elisa wrote down the fair value of the CDS. The
years 6.0 6.5 credit default swap has been settled in December 2010. Described in

114 141 detail under Note 33 in the consolidated financial statements.
Total repurchase liabilities 0.0 0.0
VAT refund liability of real estate investments is EUR 18.4 million

Real estate leases4 at 31 December 2010 (17.0 million).

Due within one year 13.9 13.4

Due'aterthan one yearand up tofive e

years 34.0 379  Environmental costs did not have any material impact on the

Due later than five years ""90.7 972 formation of the resultand balance sheet position of the financial

138.6 1485 Period

Leasing and rental liabilities, total 153.6 167.1

D Consists of certain individualised GSM network equipment and access
fees for backbone connections.

2 Leasing liabilities consist mainly of leases of cars, officeand IT
equipment.

3 Repurchase liabilities mainly relate to telecom network equipment
purchased with leasing financing and to terminal devices purchased with
leasing financing by customers, such as corporate PBXs.

“Real estate leases comprise rental agreements relating to business,
office and telecom premises. Real estate leases are presented at
nominal prices.
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Shares and shareholders

1. Share capital and shares

The company'’s paid share capital registered in the Trade Register
stood at EUR 83,033,008 at the end of the financial year.

According to the Articles of Association, the minimum number
of sharesis 50,000,000 and the maximumis1,000,000,000. At the
end of the financial year, the number of Elisa Corporation shares
was 166,307,586, all within one share series.

2. Authorisations of the Board of Directors

The Annual General Meeting of Shareholders on 18 March 2010
authorised the Board of Directors to decide onissuing new shares,
transferring treasury shares possessed by the company and/or
grantingof specialrightsreferredtoin Chapter10, Section1of the
Finnish Companies Act subject to the following:

The authorisation allows the Board of Directors to issue a maxi-
mumof 15,000,000 sharesinone orseveralissues. The shareissue
and shares granted by virtue of special rights are included in the
aforementioned maximum number. The maximum number is ap-
proximately 9 per cent of the entire stock.

The share issue can be free or for consideration and can be di-
rected to the Company itself. The authorisation entitles the Board
to make a directed issue. The authorisation may be used for mak-
ingacquisitionsorimplementingotherarrangementsrelatedtothe
Company'sbusiness, tofinance investments, toimprove the compa-
ny's financial structure, or for other purposes decided by the Board
of Directors.

The Board of Directors shall have the right to decide on all other
matters related to the share issue. The authorisation shall be in
force until 30 June 2014 and it annuls the authorisation given by
the Annual General Meeting of Shareholders to the Board of Direc-
tors on 18 March 2009.

The General Meeting also authorised the Board of Directors
to decide on the acquisition of treasury shares subject to the fol-
lowing:

The Board of Directors may decide to acquire or pledge on non-
restricted equity a maximum of 10,000,000 treasury shares. The
acquisition may take place as one or several blocks of shares. The
consideration payable for the shares shall not be more than the
ultimate market price.In purchasing the Company’s own sharesde-
rivative, sharelendingandother contracts customaryin the capital
market may be concluded pursuant to law and the applicable legal
provisions.

Theauthorisation entitles the Board of Directors to passareso-
lution to purchase the shares by making an exception to the pur-
chase of sharesrelative to the current holdings of the shareholders.
The treasury shares may be used for making acquisitions orimple-
mentingotherarrangementsrelated to the Company’'s business, to
financeinvestments, toimprove the Company’s financial structure,
to be used as part of the incentive compensation plan, or for the
purpose of otherwise assigning or cancelling the shares.

The Board of Directors shall have theright todecide on all other
mattersrelated tothe purchase of the Company’'sownshares. The
authorisationisinforce until30June 2011 anditannuls the authori-
sation given by the Annual General Meeting of Shareholders to the
Board of Directors on 18 March 2009.

3. Treasury shares
At the beginning of the financial period, Elisa held 10,688,629
treasury shares.

The Annual General Meeting held on 18 March 2010 authorised
the Board of Directors to acquire and assign treasury shares. The
authorisationapplies toamaximumof10,000,000 treasury shares.
On the basis of the authorisation, Elisa has not acquired treasury
shares.

According to the decision of the Board of Directors Elisa trans-
ferred a total of 156,633 shares to the personnel under the share
incentive plan for 2009. In accordance with the terms and condi-
tions of the share-based incentive plan, 2,510 shares returned to
Elisa as the result of the termination of employment.

At the end of the financial period, Elisa held 10,534,506 treas-
ury shares.

TheElisasharesheld by Elisadonothave any substantialimpact
onthedistribution of holdings and votesin the company. They rep-
resent 6.33 per cent of all shares and votes.

4, Managementinterests

The aggregate number of shares held by Elisa’s Board of Directors
and the CEO on 31 December 2010 was 124,867 shares and votes,
which represented 0.08 per cent of all shares and votes.

5. Share performance

The Elisa share closed at EUR 16.27 on 31 December 2010. The
highest quotation of the year was EUR 17.43 and the lowest EUR
12,67. The average price was EUR 15.39.

At the end of the financial year, the market capitalisation of
Elisa's outstanding shares was EUR 2,534 million.

6. Quotation and trading

The Elisa share is quoted on the Main List of the NASDAQ OMX
Helsinki with the ticker ELI1V. The aggregate volume of trading on
the NASDAQ OMX Helsinkibetween1Januaryand 31 December2010
was 144,695,847 shares foranaggregate price of EUR 2,227 million.
The trading volume represented 87.0 per cent of the outstanding
number of shares at the closing of the financial year.
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Shares and shareholders

7. Distribution of holding by shareholder groups at 9. Largest shareholders at 31 December 2010
31 December 2010
Proportion of Name Shares %
Shares  allshares,% 1 Solidium PLC 16,801,000 10.10
1. Private companies 27,296,682 1641 2 6.10
2. Financial and insurance 3.01
|nst|tut|ons 7,087,021 4.26 1.20
21,231,130 12.77 0.68
. 6,548,264 394 0.68
5. Households 50,057,954 30.10 0.56
6. Foreign 882,417 0.53 0.46
7. Nominee registered 42,669,612 25.66 043
Elisa Group 10,534,506 6.33 035
Total 166,307,586 100.00 030
030
0.30
0.29
8. Distribution of holding by amount at 0.27
31 December 2010 0.27
0.24
Number of Number of 0.23
Size of holding shareholders % shares % 023
1-100 31,358 1358 1,691,000 102 30 AnviaOyj ’ ’ 375019 0.23
1,001-10,000 5,392 7.87
10,001-100,000 325 487 ElisaGroup total ) ) 10,534,506  6.33
100,001-1,000,000 47 7.77 lisa Group Personnel Fund 156,800 0.09
1,000,001- 7 0.00 78,756,832 47.36 ; ; 4;2,669,612 25.66
Grand total 230,872 100.00 155,355,995 9341 Shareholders not specified here H 66,338,693 41.69
Total 166,307,586 100.00
Inspecialaccounts 417,085 0.25
Elisa Group 10,534,506 6.33 Capital Research and Management issued a notification
Issued amount 166,307,586 100.00 Pursuantto Chapter 2, Section 9 of the Securities Market Act
"""""""" that its stake in Elisa Corporation on 28 December 2010 was
8,395,128 shares, corresponding to 5.05% of all shares in the
company.
10. Daily price development 11. Trading volume
Closing price in EUR Million shares per month
HEX Index
—— Elisa
20 20
15 W 15
10
10
5 = g 5 & > g sl g
e § . 55 8¢ ¢ SEE T HHHE
2 5 § % 5 ¢ = 5 8 & % ¢ 5 3.5 5T ar e >ro-8080 308
08 ¢ = & = 353 3 2 & s =2 8 sl =000 303020808l 2048
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Board's proposal concerning the disposal of profits

According to the consolidated balance sheet of 31 December 2010, the parent company's
shareholders' equity is EUR 338,793,743.80 of which distributable funds account for
EUR 252,378,799.53.

The parent company's profit for the period 1 January to 31 December 2010 was
EUR134,821,082.31.

The Board of Directors proposes to the General Meeting of Shareholders that the distributable
funds be used as follows:

- adividend of EUR 0.90 per share shall be paid for a total of EUR 140,287,421.70

- nodividend shall be paid on shares in the parent company’s possession
- EUR112,091,377.83 shall be retained in shareholders’ equity.

Helsinki, 10 February 2011

Risto Siilasmaa Pertti Korhonen Ari Lehtoranta
Chairman of the Board of Directors

Raimo Lind Leena Niemisto Eira Palin-Lehtinen
Ossi Virolainen Veli-Matti Mattila
President and CEO
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Auditor's report

To the Annual General Meeting of Elisa Corporation

We have audited the accountingrecords, the financial statements,
thereportof the Board of Directors, and the administration of Elisa
Corporationforthe yearended on December 31, 2010. The financial
statements comprise the consolidated statement of financial
position, income statement, statement of comprehensiveincome,
statement of changes in equity and statement of cash flows, and
notestothe consolidatedfinancial statements, aswell as the parent
company's balance sheet, income statement, cash flow statement
and notes to the financial statements.

The Board of Directorsand the Presidentand CEO are responsible for
the preparation of consolidated financial statements that giveatrue
and fair view in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU, as well as for the preparation
of financial statementsand thereport of the Board of Directors that
giveatrueandfairviewinaccordance with thelawsandregulations
governing the preparation of the financial statements and the
report of the Board of Directors in Finland. The Board of Directors
is responsible for the appropriate arrangement of the control of
the company's accounts and finances, and the President and CEO
shall see to it that the accounts of the company are in compliance
with the law and that its financial affairs have been arranged in a
reliable manner.

Our responsibility is to express an opinion on the financial
statements, on the consolidated financial statements and on the
report of the Board of Directors based on our audit. The Auditing
Actrequiresthatwe comply with the requirements of professional
ethics. We conducted our audit in accordance with good auditing
practiceinFinland. Good auditing practice requires that we planand
perform the audit to obtain reasonable assurance about whether
the financial statements and the report of the Board of Directors
are free frommaterial misstatement, and whether the members of
the Board of Directors of the parent company and the Presidentand
CEOarequilty of anact of negligence which may resultinliability in
damages towards the company or have violated the Limited Liability
Companies Act or the articles of association of the company.
Anauditinvolves performing procedures toobtainauditevidence
about the amounts and disclosures in the financial statements and
thereportof the Board of Directors. The procedures selected depend
on the auditor's judgment, including the assessment of the risks of
material misstatement, whetherdue tofraud orerror.Inmaking those
risk assessments, the auditor considers internal control relevant to
the entity's preparation of financial statements and report of the
Board of Directors that give a true and fair view in order to design

audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the
company'sinternal control. An audit also includes evaluating the ap-
propriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements and the report
of the Board of Directors.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true
and fair view of the financial position, financial performance, and
cash flows of the group in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU.

Inouropinion, the financial statementsand the report of the Board
of Directors give a true and fair view of both the consolidated and
the parentcompany's financial performance and financial positionin
accordance with the lawsandregulations governing the preparation
of the financial statementsand the report of the Board of Directors
inFinland. Theinformationinthereportof the Board of Directorsis
consistent with the information in the financial statements.

We supportthe adoption of the financial statements. The proposal
by the Board of Directors regarding the treatment of distributable
funds is in compliance with the Limited Liability Companies Act.
We support that the Board of Directors of the parent company and
the President and CEO be discharged from liability for the financial
period audited by us.

Helsinki, February 10, 2011

KPMG OY AB

Pekka Pajamo
Authorized Public Accountant
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Corporate Governance Statement

Elisa's Board of Directors from left to right:

Back: MrRaimo Lind, Mr Ari Lehtoranta, Mr Pertti Korhonen and Deputy Chairman of The Board Mr Ossi Virolainen
Front: Ms Leena Niemistd, Chairman of The Board Mr Risto Siilasmaa and Ms Eira Palin-Lehtinen

Elisa observes the Corporate Governance Code of the Finnish
Securities Market Association. The Code is available for viewing
on the Association’s website at: www.cgfinland.fi. Elisa departs in
norespect from the recommendations of the Code. Elisa’s financial
statements, including a report on operations, will be available on
Elisa's website at: www.elisa.com.

Board of Directors and Board committees

Board of Directors

According to the Articles of Association, Elisa’s Board of Directors
comprises a minimum of five and a maximum of nine members.
The members of the Board are appointed at the Annual General
Meeting for a one-year term of office starting at the close of the
relevant General Meeting, and ending at the close of the next
General Meeting after the new appointments are made. The Board

of Directors elects a chairman and deputy chairman from among
its members.

Atpresent, the Board of Directors comprises seven members. The
Annual General Meeting of 18 March 2010 elected the following
Board members: Mr Pertti Korhonen, Mr Ari Lehtoranta, Mr Raimo
Lind, Ms Leena Niemistd, Ms Eira Palin-Lehtinen, MrRisto Siilasmaa
(Chairman) and Mr Ossi Virolainen (Deputy Chairman).

All Board members are independent of the company and of the
company's major shareholders.

Inits organizing meeting, the Board of Directors annually decides
upon committees, theirchairmenand members.In 2010, theacting
committeeswere: the Committee forRemuneration Evaluationand
Appointments, and the Committee for Auditing. Thedutiesandchar-
ters of the committees are adopted by the Board of Directors.

Elisa Corporation Annual Report 2010 73



Information on current Board members

Mr Risto Siilasmaa Mr Raimo Lind

e (1966), M.Sc. (Industrial Engineering and Management),
Chairman of the Board, member since 2007.

¢ Keyemployment history: Founder and CEO of F-Secure
Corporation, 1988-2006.

e Main occupation and main Board memberships and public
duties currently undertaken: Chairman of the Board F-Secure
Corporation and Fruugo Oy; member of the Boards of Nokia
Corporation, the Federation of Finnish Technology Industries,
Blyk Ltd, Ekahau Inc and Efecte Oy.

Mr Ossi Virolainen

e (1944),M.Sc. (Econ.). LL.M., Deputy Chairman of the Board,
member since 1997.

e Keyemployment history: CEO of Avesta-Polarit Oyj 2001-
2003. Employed by Outokumpu Oyj 1967-2001; Deputy Chief
Executive 1992-2001 and member of the Management Group
1983-2001.

e Main Board memberships and public duties currently under-
taken: Chairman of the Board of Kuusakoski Oy; member of the
Board of Kuusakoski Group Oy, Alteams Oy and Oy Langh Ship Ab.

Mr Pertti Korhonen

e (1961), M.Sc. (Tech.), member of the Board since 2008.

e Main occupation: President and CEO, Outotec Oyj, 2010-

e Keyemployment history: CEO of Elektrobit Corporation 2006-
2009; Nokia Group Executive Board member 2002-2006 and
Chief Technology Officer 2004-2006, Head of Nokia Mobile
Software unit 2002-2004.

e Main Board memberships and public duties currently under-
taken: Member of the Board of Veho Group Oy and Rautaruukki
Corporation.

Mr Ari Lehtoranta

e (1963), M.Sc. Electrical Engineering, member of the Board
since 2009.

e Main occupation: Area Director for Central and North Europe as
from 1 November 2010 and member of the Executive Board of
KONE Corporation since 2008

e Keyemployment history: Executive Vice President, Major
Projects, KONE Corporation, 2008-2010; Head of Radio
Access (Senior Vice President), Nokia Siemens Networks/
Nokia Networks 2005-2008; Vice President of Operational
Human Resources, Nokia Corporation, 2003-2005; and
Head of Broadband Division, Head of Systems Integration,
Vice President for Customer Services for Europe, Nokia
Networks. In addition, he served as Managing Director of Nokia
Telecommunicationsin Italy, and in various other positions
1985-2003.

e (1953), B.Sc. (Econ.), Graduated 1975 from Helsinki School of
Economics and Business Administration, and with M.Sc. (Econ.)
in 1980, member of the Board since 2008.

e Main occupation: Wartsild Group Executive Vice President and
the CEQ's deputy since 2005

e Keyemployment history: Wartsila Group Vice President,

CFO since 1998. Wartsilda Group, positions within control and

finance and in development and internationalization 1976-80;

Wartsila Diesel Group, Vice President & Controller 1980-84;

Wartsild Singapore, Managing Director & Area Director 1984-

88; Wartsild Service Division, Deputy Vice President 1988-89;

Scantrailer Ajoneuvoteollisuus Oy, President 1990-92;

Tamrock Oy, CFO 1992-93; Tamrock Service Business, Vice

President 1994-96; Tamrock Coal Business, Vice President

1996-97.

Main Board memberships and public duties currently under-

taken: Deputy Chairman of the Board, Sato Oyj.

Ms Leena Niemisto

e (1963), M.D., Ph.D., Specialistin Physical and Rehabilitation
Medicine, member of Board since 2010.

e Main occupation: Oy Dextra Ab, Managing Director, 2003-

e Keyemployment history: Specialist in the Invalid Foundation,
Orton Rehabilitation Centre 2000-2004 and specializing
physicianin 1995-1999. Previous working experience includes
positions as an assistant physician in the Helsinki University
Hospital, and as a doctor in several health centers.

e Main Board memberships and public duties currently under-
taken: Member of the Board of lImarinen Mutual Pension
Insurance Company and Lddkdripalveluyritykset ry; Chairman
of the prize committee of Ars Fennica; member of the
Entrepreneur Delegation of the Confederation of Finnish
Industries EK.

Ms Eira Palin-Lehtinen

e (1950), LL.M. trained on the bench, member since 2008.

¢ Keyemployment history: Executive Vice President for Nordea
with responsibility for Nordic private banking business and
wealth management until the end of 2007.

e Main Board memberships and public duties currently under-
taken: Member of the Board of Sampo plc; deputy member
of the Board and member of the finance committee of the
Sigrid Jusélius Foundation; member of the Board of three
Luxembourg-domiciled Nordea funds (Nordea Alternative
Investment, Nordea Fund of Funds, and Nordea | Sicav);
member of the investment committee of Svenska konst-
samfundet; member of the Board of the Sibelius Academy
Foundation as from 1 January 2011.

Charter of the Board

The Board attends to the administration and proper organization
of the company’s operationsinaccordance with the Finnish Limited
Liability Companies Actand otherregulations. The Boarddecides on
matters which under law are subject to decision by the Board. The
company's Board of Directors has adopted a charter for itself.

In the charter, the Board is tasked with determining the compa-
ny's strategic guidelines and the targets for Elisa’'s management,
andwith monitoring the achievement of these. The Board shall also
appoint the CEO and decide on the composition of the Executive
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Board. The Board of Directors regularly monitors financial perform-
ance, and the development of the company’s financial standing, on
the basis of management reports. The Board also supervises the
compliance of Elisa’s administration, and the management of busi-
nessandotherrisks. The Board addresses majorinvestmentsinand
disposal of businesses or assets, and also sets the boundaries for
the company’s management in executing operative investments
and financial arrangements.

According to the charter, the following are particularly subject
to the Board's decision:
e Elisa's strategic guidelines
e distribution of profit policy
e convening and submitting proposals to General Meetings
e matters having to do with Elisa’s stock and Elisa shareholders
e major mergers and acquisitions, as well as investments
e financial statements and interim reports
e appointment, dismissal and terms of employment of the CEO

and members of the Executive Board.

The charter also specifies other matters to be addressed by the
Board, such as adopting the annual financial plan, the principles of
the company’s organization and the main business policies. The
Board conductsan annualself-evaluation of itsactivities executed
in the form of a questionnaire.

Meetings and remuneration
Asarule, the Board convenes 8-10 times a year.

In2010, the members of the Board were paid the following emol-
uments, which were decided upon and set by the Annual General
Meeting:

e monthly remuneration fee for the Chairman EUR 9,000
per month
e monthly remuneration fee for the Deputy Chairman and
chairman of the Committee for Auditing EUR 6,000 per month
e monthly remuneration fee for the Members EUR 5,000
per month
* meetingremuneration fee EUR 500/meeting/participant.

Themonthly remunerationfees (deducted by taxwithheld at the
calculatedrate of 60 percent) are used for purchases of Elisashares
every quarter. The shares are subject to a transfer restriction of
four years during the term of service on the Board. The restriction
is lifted when Board membership ends.

In2010, atotal of 2,756 Elisashares wereissued toRisto Siilasmaa,
the Chairman of the Board; 1,837 shares to Ossi Virolainen, the
Deputy Chairman; 1,759 shares to Raimo Lind, Chairman of the
Committee for Auditing; 1,530 shares to members Pertti Korhonen,
Ari Lehtoranta ja Eira Palin-Lehtinen each, and 1,141 shares to
Leena Niemistd. The shares purchased for the current members of
Elisa's Board of Directors on 31 December 2010 were notregistered
in the members’ book-entry accounts until 4 January 2011 and are
thus notincluded in the figures below.

Elisa Board members'shareholdingsin Elisa,  Number of shares,

(companies under the member’s control) 31 Dec. 2010
Mr Risto Siilasmaa, Chairman of the Board 14183
Mr Ossi Virolainen, Deputy Chairman 13,959
Mr Pertti Korhonen, member 4420
MrAriLehtoranta, member 3425
MrRaimoLind, member 2798
MsLeena Niemisto, member e 178
Ms Eira Palin-Lehtinen, member 4,420

In 2010, the Board of Directors convened 12 times. The average
attendance rate at Board meetings was 95 per cent.

Committee for Remuneration Evaluation and
Appointments
Accordingtoitscharter,the Committee forRemuneration Evaluation
and Appointments deals with and prepares the appointment and
dismissal of persons withinmanagement, the management succes-
sionplanninganddevelopment, mattersassociated withlong-term
incentive schemes applicable to management and other matters
relating to the remuneration of management. The Committee shall
also deal with incentive schemes for Elisa’s personnel.

TheCommitteeshallalsoensurethataproposalonthecomposition
of the Board is prepared for the General Meeting and shall prepare
the proposal itself when necessary. This preparation is conducted
in consultation with the company’s largest shareholders.

In 2010, the Committee for Remuneration Evaluation and
Appointments comprised Chairman of the Board Risto Siilasmaa
(Committee Chairman) and members Pertti Korhonen and Ari
Lehtoranta. In 2010, the Committee for Remuneration Evaluation
and Appointments convened four times and the attendance rate
was 100 per cent.

Committee for Auditing

The Committee for Auditing is tasked with supervising the proper

organizationofthecompany’'saccountingandfinancialadministration,

financing, internal and financial auditing and risk management.
According to the charter, the following in particular shall be

addressed and prepared by the Committee for Auditing:

e significant changes in recognition principles

e significant changes in items measured in the balance sheet

e follow-up to ensure the independence of the auditor

* mattersreported by internal auditing

¢ financial statements, interim reports and Corporate
Governance Statement

e riskreports and organization of risk management

e organization of financial administration and financing.

The Committee also reqgularly reviews reports from internal
auditing and the financial auditors, and prepares a proposal on
auditor election for the General Meeting.

In 2010, the Committee was chaired by Mr Raimo Lind with Ms
Leena Niemistd, Ms Eira Palin-Lehtinen and Mr Ossi Virolainen as
Committee members.In 2010, the Committee for Auditingconvened
seventimesandtheattendancerate was100 percent. The principal
auditor also attends Committee meetings.

Chief Executive Officer

Elisa's Chief Executive Officer (CEO) isresponsible for the day-to-day
businessactivitiesand administration of the companyinaccordance
with instructions and orders from the Board of Directors and with
the Finnish Limited Liability Companies Act. The CEO is appointed
by the Board of Directors. The CEQ is also responsible for ensuring
that the company’s accounting practices comply with the law and
thatfinancial mattersare handledinareliable manner. Mr Veli-Matti
Mattila served as CEQ in 2010.
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Executive
Board

Elisa's Executive Board from left to right:

Mr Veli-Matti Mattila, Ms Katiye Vuorela, Mr Asko Kdnsdld, Mr Pasi Mdenpdd, Mr Timo Katajisto, Mr Sami Ylikortes

and Mr Jari Kinnunen

Information on the CEO

Veli-Matti Mattila ®

e (1961), M.Sc. (Tech.), MBA, joined the company in 2003.

e Main occupation: Chief Executive Officer

e Keyemployment history: CEO of Oy L M Ericsson Ab 1997-
2003. Has held various positions in the Ericsson Group in
Finland and the USA since 1986. Mr Mattila's previous career
alsoincludes expert advisory tasks in Swiss Ascom Hasler AG.

e Main Board memberships and public duties currently under-
taken: Member of the Board of Directors of Sampo plcand the
Central Chamber of Commerce, member of the Supervisory
Board of the Finnish Fair Cooperative and member of the
Council for Security of Supply and Infrastructure.

The salary paid to CEO Veli-Matti Mattila in the financial year
was EUR 642,453.80, consisting of a fixed salary including taxable
benefits (EUR 509,165.00), and a performance-based bonus (EUR
133,288.80). The performance-based bonus can total a maximum
of 80 per cent of the taxable income. Moreover, the sum of EUR
656,937.77 was paid on the basis of the 2009 bonus and incentive
scheme applicable to the management, of which shares in Elisa
Corporation, including the asset transfer tax, accounted for EUR
314,634.74 (20,083 shares).

Elisa's CEQ is entitled to retire at the age of 60.The supplemen-
tary pension is determined on the basis of the contribution. The
supplementary pension insurance contribution that covers the
pension as of the age of 62 was EUR 163,058.78 for 2010. The
liability accrued withregard tothe age of 60 and 61 EUR 326,769.00
is entered in Company's balance sheet. Elisa’s CEO is entitled to a
paid-up pension.

The period of notice for the CEO is six months from Elisa’s side
and threemonths fromthe CEO's side. Should the contract be termi-
nated by Elisa, the Chief Executive Officer is entitled to receive a
severance payment equaling the total salary of 24 months minus
his or her salary of the period of notice.

CEO Veli-Matti Mattila held 81,169 Elisa shares on 31 December
2010.

Otherinformation on company administration

General Meeting of Shareholders and Articles of Association

The General Meeting of Shareholders is Elisa’s highest decision-
making body, which approves, among other things, the income

statementandbalance sheet.Italsodeclares the dividend to be paid
atthe Board of Directors’ proposal, appoints members to the Board
of Directors, appoints the auditors, and approves the discharge of
the members of the Board of Directors and the CEO from liability.

Notices of General Meetings of Shareholders are posted on
Elisa's website, and the information about the time and place, as
well as the website address, are given by announcementin one
Finnish newspaper no later than 21 days prior to the meeting, as
required in the Articles of Association. A stock exchange release
is alsoissued on each notice, and thus itis available on Elisa’s
website at: www.elisa.fi/yhtiokokous. The agenda of the meeting
is specified in the notice. Proposals of the Board of Directors to be
submitted to the meeting may be viewed on Elisa’s website prior
to the meeting.

Elisa's Articles of Association may be examined on Elisa’s
website at: www.elisa.com. Any decisions to amend the Articles of
Association are taken by a General Meeting of Shareholders.

Elisa's 2011 Annual General Meeting will be held on Friday,
25 March 2011 at 2:00 p.m. at the Helsinki Fair Centre, Congress
entrance, Messuaukio 1, Helsinki.

Elisa’s Executive Board

Elisa's Executive Board prepares the company strategy, directs
the company'’s regular operations, monitors the development of
results and deals with issues having substantial financial or other
impacts on Elisa. The following table presents the composition of
the Executive Board and the members’ holdings (on 31 December
2010).

Elisa Executive Board's Number of shares,
holdingsin Elisa 31 Dec. 2010
Mr Veli-Matti Mattila, CEO 81,169
Mr Asko Kadnsdld, Executive Vice President,

Consumer CUSTOMers 42,176
Mr Pasi Mdenpdd, Executive Vice President,

Corporate CUSTOMers @ 30,109
Mr Timo Katajisto, Executive Vice President,

PrOdUCHION e 10,041
Mr Jari Kinnunen, Chief Financial Officer 19,392
MsKatiye Vuorela, Executive Vice President,
Corporate Communications | 6,020
Mr Sami Ylikortes, Executive Vice President,

Administration 20,501
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Information on Executive Board members

Mr Asko Kansala ®

e (1957), M.Sc. (Tech.), joined the company in 2003.

e Main occupation: Executive Vice President, Consumer
Business unit

e Keyemployment history: Sales Director for the Nordic and
Baltic sales unit of the Ericsson Group, member of the manage-
ment group 2001-2003; Sales Director of Oy LM Ericsson Ab
1996-2001; Tekes, the Finnish Funding Agency for Technology
and Innovation, Head of Japan's industrial secretariat 1993-
1996; Sales Manager at Hewlett Packard Oy 1987-1993.

e Main Board memberships and public duties currently under-
taken: Member of the Board of Directors of Ficom; Chairman of
the Data Network Pool in the Information Society Sector.

Mr Pasi Mdenpaa .

e (1965), Diplomain Computer Science, MBA, joined the
company in 2006.

e Main occupation: Executive Vice President, Corporate
Customers

e Keyemployment history: CEO of Cisco Systems Finland Oy
2002-2006; Regional Manager for Central Europe at Netigy
Corporation 2000-2002; Vice President, Sales for Europe and
the USA at Fujitsu 1999-2000; Sales and Country Manager at
Oracle Corporation in Northern, Central and Eastern Europe
1990-1999.

Mr Timo Katajisto .

e (1968), M.Sc. (Tech.), joined the company in 2008.

e Main occupation: Executive Vice President, Production

e Keyemployment history: Member of the Executive Board
of Nokia Siemens Networks in 2007, Strategic Projects and
Quality. Member of the Executive Board of Nokia Networks
2005-2007, Production and Network Installation. Various
positions in Nokia Networks and its predecessor Nokia
Telecommunications 1992-2005.

e Main Board memberships and public duties currently under-
taken: Member of the Board of Directors and Executive
Committee of the Employers’ Association TIKLI until 31
December 2010; member of the temporary Board of Directors
of the service sector employers’ association called PALTA from
1January to 10 February 2011.

Mr Jari Kinnunen

(1962), M.Sc. (Econ. & Bus. Adm.), joined the company in 1999.
Main occupation: Chief Financial Officer

Key employment history: CEO and President of Yomi Plcin
2004; CFO of Elisa Kommunikation GmbH in Germany 1999-
2004; Managing Director of Polar International Ltd 1996-99
and Controller 1990-96; Controllerin Oy Alftan Ab 1987-90.
Main Board memberships and public duties currently under-
taken: Member of the Finance and Tax Committee of the
Confederation of Finnish Industries EK.

Ms Katiye Vuorela .

(1968), M.Sc. (Econ. & Bus. Adm.), joined the company in 2008.
Main occupation: Executive Vice President, Corporate
Communications

Key employment history: Paroc Group Holding Oy, Vice
President, Communications 2000-2008; Lotus Development
Finland Oy, an IBM subsidiary, Marketing and Communications
Manager 1998-2000; Nokia Telecommunications (the prede-
cessor of Nokia Siemens Networks), Dedicated Networks busi-
ness unit, Marketing Communications Manager 1994-1998.

Mr Sami Ylikortes .

(1967), M.Sc. (Econ. & Bus. Adm.), LL.M., joined the company in
1996.

Main occupation: Executive Vice President, Administration
Key employment history: Executive Vice President,
Administration, since 2000. Secretary to the Board of
Directors 1998-2007. Positions in accounting managementin
Unilever Finland Oy 1991-1996.

Main Board memberships and public duties currently under-
taken: Member of the Board of Directors of Employers’
Association TIKLI (2010); Chairman of the Working Life
Committee of the Confederation of Finnish Industries EK
(2011).
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Executive Board incentive plan

Members of the Executive Board are paid a total salary which
includes salary in money and taxable benefits for the use of a
company-owned car and telephone.

In addition, members of the Executive Board are paid a perform-
ance-based bonus based on financial targets set by the company's
Board of Directors.

Elisa's Executive Board is covered by the company’'s long-term
share-based incentive scheme.

The total salary paid to members of the Executive Board in the
financial year was EUR 1,838,848.06 consisting of a fixed salary
including taxable benefits (EUR 1,332,893.00), and a perform-
ance-based bonus (EUR 505,955.06). Moreover, the sum of EUR
1,724,460.91 was paid on the basis of the 2009 bonus and incen-
tive scheme applicable to management, of which shares in Elisa
Corporation, including the asset transfer tax, accounted for EUR
825,871.14 (52,715 shares).

The members of Elisa’s Executive Board with the exception of the
CEO are entitled toretire at the age of 62. The pensions are deter-
mined on the basis of the contribution. The annual supplementary
pension insurance contribution in respect of the Executive Board
was EUR 143,143.65.

The salaries and other remuneration of the CEO and other
members of the Executive Board, as well as their long-term incen-
tive schemes, are decided upon by the Board of Directors.

Share-based incentive system

On 22 December 2008, Elisa's Board of Directors decided on a new
share-based incentive system for key personnelin the Elisa Group.
The system is designed to align the goals of shareholders and key
personnel in increasing the value of the company, to secure the
commitment of key employees to the company and to offer them
a competitive compensation scheme based on shareholding in the
company.

The system consists of three earning periods: the calendar
years 2009, 2010 and 2011. A total of 156,633 shares were paid in
the spring of 2010 as the bonus through the system for the 2009
earning period. In addition to this, a cash portion that covers taxes
was paid to the key persons. The shares will be subject to alock-up
period of two years following the earning period, during which time
transferrestrictionsareineffect.Inthe event that the employment
of akey employee endsduring the lock-up period, the shares subject
to transfer restriction shall be returned to the company without
consideration.

The bonus through the system for the 2010 earning period is
based on the Elisa Group's earnings per share (EPS) and revenue.
The bonus for the 2010 earning period will be paid in 2011, partly
as company shares and partly in cash. The portion payable in cash
will cover the taxes and tax-like charges arisingfromthe bonus. The
sharesinvolve asimilartwo-year transferrestrictionasisapplicable
inthe 2009 system.

Any bonus through the system for the 2011 earning period is
based on the Elisa Group's earnings per share (EPS) and revenue.
The possible bonus forthe 2011 earning period will be paidin 2012,
partly as company shares and partly in cash. The portion payable
in cash will cover the taxes and tax-like charges arising from the
bonus. The shares involve a similar two-year transfer restriction
asisapplicablein the 2009 system.

Thesystemcoversapproximately 50 employeesin2009and 2010
and approximately 160 employees in 2011. The bonuses payable
based on the system equal at most the value of some 2.2 million
shares in Elisa Corporation (including not more than 1.1 million
shares and the cash portion).

Remunerationandincentive plansapplicable to managementare
described in more detail under Notes 7 and 27 to the consolidated
financial statements, and in Note 4 to the parent company’s finan-
cial statements.

Description of the key features of the internal auditing and
risk management systems associated with the financial
reporting process

Theobjective of theinternalauditingand risk management systems
associated with Elisa’s financial reporting process is to obtain
reasonable assurance that the company’s financial statementsand
financial reporting are reliable, and that they have been prepared
in compliance with the laws, regulations and generally accepted
accounting principles, as well as with other regulations applicable
to public listed companies. Internal auditing and risk manage-
ment procedures are integrated into the company’s operations
and processes. Elisa’s internal auditing can be described using the
international COSO framework.

Control environment

Elisa’s control environment is based on the company'’s values,
goal-oriented management, and on the described and monitored
processes, practices, policies and guidelines. Elisa’s financial
administration is responsible for the internal auditing of financial
reporting.

Annual business and strategy planning processes and target-
setting, as well as rolling monthly financial forecasts, represent
a key element in Elisa’s business and performance management.
Financialresultsare assessed against the forecast, the annual plan,
the previous year's results, and the strategic plan.

Targets are set for the Elisa Group and for each unit, and indi-
vidual targets are specified in semi-annual appraisal based on the
scorecardand performance-based bonus system. Individual targets
and objectivesare setinappraisals and target-setting discussions,
andresultsand operations are assessed particularly from the value
perspective.
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Risk assessment

Risk assessment is an integral part of Elisa’s planning process. The
purpose of riskassessmentistoidentify and analyzerisks that could
affect the achievement of specified targets, and to identify meas-
ures to reduce risks.

The key risks associated with the accuracy of financial reporting
havebeenidentifiedinaprocess-specificrisk analysis. Risk assess-
mentalso covers therisksrelated to misuse and theresulting finan-
cial losses, as well as the misappropriation of the company’s other
assets.

Controls

Control measures consist of automatic and manual reconciliations,
control and instructions integrated into the processes with the
objective of ensuring the accuracy of financial reporting and the
management of the risks involved. The reporting control mecha-
nism processes have been documented. Key control mechanisms
alsoincludeinformation systemaccessrights management, author-
izations, and the controlled and tested implementation of informa-
tion system changes.

The financial development of business operations is constantly
monitored on a unit basis. Financial management discusses any
exceptional items and recognitions in its meetings and investi-
gatesthe causesandreasonsforany changesintherollingmonthly
forecasts.

Financial information and communication

The objective of Elisa's external communications is to provide
timely, equal, transparent and accurate information to all interest
groups at the same time. Communications must comply with all the
laws, regulations, instructions and other rules applicable to listed
companies. Information is communicated through stock exchange
and press releases, and on the company's website. Elisa’s finan-
cial information may only be disclosed by the CEO, CFO, Investor
Relations Director, and the Group Treasurer. Elisa has asilent period
for the two weeks preceding the disclosure of financial perform-
ance information.

Key instructions, policies and procedures are available to the
personnel in the company's intranet and in other shared media.
Personnel are alsoinformed of the key instructions and changesin
various briefings, by e-mailand through everyday supervisory work.
Trainingand guidance on how to comply with the rulesandrequire-
ments are arranged as necessary. In addition, regular information
and training is provided to the financial organization, particularly
regarding any changes in accounting, reporting and disclosure
requirements.

Control

The Board of Directors’ Committee for Auditing is tasked with
supervising the proper organization of the company’s accounting
and financial administration, internal and financial auditing and risk
management. The Board of Directors reviews and approvesinterim
reports and financial statements bulletins in its reqular meetings
prior to publication. Elisa’s Board of Directors and Executive Board
monitor the Group's and the business units’ results and perform-
ance on a monthly basis. Elisa’s financial administration continu-
ously assessesits own controls for functionality and sufficiency. In
addition, Elisa'sinternal auditing function controls the reliability of
financial reporting within the framework of its annual audit plan.

Risk management
Riskmanagementisdescribedin moredetailundersections“Charter
of the Board”, "Committee for Auditing” and “Description of the key
features of the internal auditing and risk management systems
associated with the financial reporting process”.
The company classifiesrisksinto strategic, operational, insurable
and financial risks.
Theinsurablerisksareidentifiedandinsuranceis takenouttodeal
with theserisks. Elisausesanexternalinsurance broker to establish
the probability of the risk and the value of the insurance.

Internal auditing

The purpose of internal auditing is to assist the organization in
achieving its goals by evaluating and investigating its functions
and by monitoring compliance with corporate regulations. For
this purpose, internal auditing produces analyses, assessments,
recommendationsandinformation foruse by the company’ssenior
management. Reports on completed audits are submitted to the
CEOandthe managementof the unitaudited, and to the Committee
for Auditing, whennecessary.Internationalinternal auditing stand-
ards (IlA) form the foundation for internal auditing.

Internal auditing is independent of the rest of the organization.
Thestartingpointforinternalauditingis business managementand
the work is coordinated with financial auditing. An annual auditing
plan and auditing report are presented to the Board of Directors’
Committee for Auditing. Internal auditing may also carry out sepa-
rately agreed audits on specific issues at the request of the Board
of Directors and Elisa’s Executive Board.

Auditors

The auditors’ principal duty is to ensure that the financial state-
ments have been preparedinaccordance with the validregulations,
so that the statements give a true and fair view of the company's
performance and financial position, as well asother necessary infor-
mation, to the company’s stakeholders.
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Other key goals are: to ensure that internal auditing and risk
management have been duly organized and the organization oper-
ates in compliance with instructions and within the framework
of issued authorizations. The mutual division of labor between
externalandinternal auditingis organized so thatinternal auditing
will ensure that the organization operates in accordance with the
company's internal guidelines.

The company employed one external authorized auditing
company in 2010. The auditing company must be duly authorized
by the Central Chamber of Commerce. The auditors’term of officeis
the currentfinancial period for which they are appointed. The duties
of the auditors end at the close of the first Annual General Meeting
following the expiration of their term of office.

Inthe yearunderreview, Elisa's auditor was KPMG Oy Ab, author-
izedpublicaccountants, with MrPekka Pajamo (APA) servingas prin-
cipal auditor.

For the 2010 financial period, the auditing fees of the Finnish
group companies totaled EUR 215,000.00, of which the parent
company accounted for EUR150,000.00. The auditing fees for the
foreign group companies were EUR 38,000.00.

The auditing firm has been paid fees of EUR 650,000.00 for
services not associated with auditing. These services had to do
with mergers and acquisitions, tax services, a review of regulation
accounting and other expert services. The fees include payments
toaprovider of trainings called Teleware, whichis part of the KPMG
Group. These paymentstotaled EUR462,000.00 and related mainly
to Elisa’'s operative operations.

Company insiders and insider administration
Elisa has adopted the Insider Guidelines prepared by the Helsinki
Stock Exchange, which entered into force on 9 October 2009.

In accordance with the Securities Markets Act, Elisa’s public
insidersinclude the members of Elisa’s Board of Directors, the Chief
Executive Officer, and the principal auditor for the company within
the auditing firm. In addition to this, the publicinsiders alsoinclude
the members of Elisa’s Executive Board. Information concerning
insiders as required by law is published in Elisa's public insiders
register. Thisinformation also includes persons closely associated
with the publicinsiders, i.e.related parties, and corporations which
are controlled by the related parties or on which they exercise an
influence. Information about the holdings of publicinsidersis avail-
able on Elisa's website at www.elisa.com.

Elisaalsohasanumber of company-specificinsiders consisting of
othermanagementandfinancial administration personnel. Project-
specificinsiders have also been defined where necessary.

Elisa’'s Legal Affairs department monitors compliance with the
insider regulations and maintains the company'’s insider registers
togetherwith Euroclear Finland Oy. Insiderinformationis reviewed
at least once a year. When trading in Elisa’s securities, permanent
insiders should consider its timing to ensure it will not weaken the
trust of the general public in the securities markets. Permanent
insidersare notallowed to trade in the company’s securities during
the 14 days preceding the publication of the company’s interim
report or annual accounts (= closed window). It is advisable for
insiders to only make long-term investments in Elisa and conduct
their trading within the 14 days following the publication of Elisa's
financial results. In addition, those involved in any insider projects
must not trade in the company's securities during the project.
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