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INTRODUCTION

Unless the context otherwise requires, as used in this report, the terms “Sonera,” “Group,” “Com-
pany,” “we,” “our” and “us” refer to Sonera Corporation or to Sonera Corporation together with its
subsidiaries depending upon the context. As used herein, the term “Finnish State” refers to the Republic

of Finland.

References in this document to “Sonera” relating to periods prior to the demerger (as described in
the paragraph below) may refer to PT Finland Ltd or Telecom Finland Ltd depending upon the context.

Until July 1, 1998, Sonera’s business operations constituted a part of the operations of PT Finland, a
company incorporated under the laws of the Republic of Finland. Prior to July 1, 1998, all current
subsidiaries of Sonera Corporation were direct or indirect subsidiaries of PT Finland with the exception of
subsidiaries established or acquired after July 1, 1998. Effective July 1, 1998, PT Finland’s postal services
and telecommunications operations were separated from each other in a demerger. Although prior to the
demerger Sonera did not form a separately reporting consolidated group, the consolidated financial
statements have been prepared by separating out the telecommunications related businesses from the
consolidated financial statements of PT Finland, and presenting the results of operations, financial
position and cash flows of these businesses as if they had formed a separately reporting consolidated group
with the same structure as that of Sonera subsequent to the demerger as of and for the year ended
December 31, 1997 and for the six months ended June 30, 1998. For a discussion of the basis for, and
adjustments made in relation to, Sonera’s financial statements, see Note 1 to the consolidated financial
statements.

On February 22, 1999, the board of directors of Sonera Group plc, a predecessor of Sonera
Corporation, approved a merger between Sonera Group plc, the stock exchange listed parent company of
the consolidated group, and its principal operating subsidiary Sonera Ltd. The merger took effect on
September 30, 1999, and upon the effectiveness of the merger the name of the merged entity was changed
to Sonera Corporation.

Sonera’s consolidated financial statements have been prepared in accordance with the Finnish
generally accepted accounting principles (“Finnish GAAP”). For a detailed discussion of the principal
differences between Finnish GAAP and the U.S. generally accepted accounting principles (“U.S. GAAP”),
together with a reconciliation of net income and shareholders’ equity recorded under Finnish GAAP to net
income and shareholders’ equity under U.S. GAAP, see Note 21 to Sonera’s consolidated financial
statements.

Effective January 1, 1999, Finland and ten other member states of the European Union adopted the
euro as their common currency. In this document, Sonera has presented its consolidated financial
statements in euros. The consolidated financial statements for all periods presented were prepared in
Finnish markkas, and have been restated into euros using the irrevocable conversion rate of €1.00 = FIM
5.94573. The consolidated financial statements depict the same trends as would have been presented if
Sonera had continued to present consolidated financial statements in FIM. However, the consolidated
financial statements for periods prior to January 1, 1999 are not comparable to the financial statements of
other companies that currently report in euros and that have restated their financial statements from a
currency other than FIM.

As used in this document:

* “Finnish markka” or “FIM,” when used with respect to any time or period before January 1, 1999,
means the lawful currency of the Republic of Finland and, when used with respect to any time or
period after January 1, 1999, means the sub-unit of the euro designated as such under the
applicable regulations of the European Community;
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* “euro,” or “€” means the new single unified currency that was introduced in connection with the
Economic and Monetary Union (“EMU?”) in Finland and ten other participating member states of
the European Union on January 1, 1999; and

e “U.S. dollar,” or “U.S.$” means the lawful currency of the United States of America.

For your convenience, this document contains translations of certain amounts denominated in one
currency into another currency. You should not assume, however, that amounts could have been
exchanged at any particular rate or at all.

Unless otherwise stated, euro amounts have been translated into U.S. dollars at the noon buying rate
in New York City for cable transfer in foreign currencies as certified for customs purposes by the Federal
Reserve Bank of New York (the “Noon Buying Rate”) on March 31, 2000, which was €1.00 = U.S.$0.9574
(U.S.$1.00 = €1.0445).

On June 15, 2000, the Noon Buying Rate for the euro was €1.00 = U.S.$0.9530 (U.S.$1.00 = €1.0493).

The financial information and certain other information presented in a number of tables in this
document has been rounded to the nearest whole number or the nearest decimal. Therefore, the sum of
the number in a column may not conform exactly to the total figure given for that column. In addition,
certain percentages presented in the tables in this document reflect calculations based upon the underlying
information prior to rounding, and accordingly may not conform exactly to the percentages that would be
derived if the relevant calculations were based upon the rounded numbers.

Some of the financial, operating and country-specific data contained in this document under “Item 1.
Description of Business” relating to Sonera’s associated companies and other companies in which Sonera
has an equity interest are based on financial and other information received from these companies. Sonera
assumes no responsibility for the accuracy of such data.

Unless otherwise indicated in this document, (1) macroeconomic statistics relating to the Republic of
Finland as set forth herein are based on data provided by Statistics Finland, a Finnish governmental
statistics service, (2) data relating to the Finnish telecommunications market, including market share data
and penetration rates, are based on data provided by (A) the Finnish Ministry of Transport and
Communications, in particular, in the Ministry’s publication “Telecommunications Statistics 1999,”
(B) EMC World Cellular Database, a commercial statistics organization, and (C) Taloustutkimus Ltd, a
private Finnish research company, (3) data relating to the telecommunications industry in the European
Union and in certain European Union member states are based upon data provided by the Finnish
Ministry of Transport and Communications, and (4) data relating to the telecommunications industry in
the member states of the Organization for Economic Cooperation and Development are based on data
provided by Eurodata Foundation, an independent telecommunications research, consultancy and infor-
mation company.

This document also contains the audited consolidated financial statements for Turkcell Iletisim
Hizmetleri A.S. as of December 31, 1998 and 1999 and for the years ended December 31, 1997, 1998 and
1999 as well as the unaudited interim consolidated financial statements of Turkcell as of March 31, 2000
and for the three months ended March 31, 1999 and 2000. Turkcell is a provider of mobile communications
services in Turkey in which Sonera currently holds a 41 percent interest. Turkcell’s consolidated financial
statements have been prepared in accordance with U.S. GAAP. This financial data should be read in
conjunction with Sonera’s audited consolidated financial statements.

Reference in this document to “Nordic Countries” are to Denmark, Finland, Iceland, Norway and
Sweden. References to the “Baltic States” are to Estonia, Latvia and Lithuania.
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements. Statements that are not historical facts, including
statements about Sonera’s beliefs and expectations, are forward-looking statements. These statements are
based on current plans, estimates and projections, and therefore the reader should not place too much
reliance on them. Forward-looking statements speak only as of the date they are made, and Sonera
undertakes no obligation to update any of them in light of new information or future events. Forward-
looking statements involve inherent risks and uncertainties. A number of important factors could cause
actual results or outcomes to differ materially from those expressed in any forward-looking statement.
These factors include, but are not limited to, the following:

¢ the level of demand for telecommunications services, particularly with regard to mobile services and
new higher value-added products;

* regulatory developments and changes, including with respect to the levels of tariffs, the terms of
interconnection, customer access and issues related to national roaming;

* the success of new businesses, many of which involve start-up costs and capital commitments, and
have generated little or no revenue to date, particularly with regard to the products and services of
our new services unit, including mobile transaction security applications and advanced mobile and
Internet services;

* the success of our international investments; and

e other factors that are described under “Item 1. Description of Business—Risk Factors.”

v



GLOSSARY

The following explanations are not intended as technical definitions, but to assist the general reader to
understand certain terms as used in this Annual Report.

Access line:

ADSL (Asymmetric Digital
Subscriber Line):

AMPS (Advanced Mobile Phone
System):

Analog:

ARP (autoradiopuhelin):

ATM (Asynchronous Transfer
Mode):

Backbone network:

Bandwidth:

Base station:

Base station controller:

The system used to connect a subscriber to the nearest switch or
concentrator. An access line generally takes the form of a closed
circuit and consists of a pair of copper wires, but may also employ
fiber optic cables, microwave links or other technologies.

A technology for transferring data that uses existing copper wires to
provide faster network access to the Internet and other popular
multimedia and data services at speeds of up to two to six Mbps, a
transfer speed 50 times faster than ordinary transfer technology.

An analog mobile telecommunications system used in the United
States.

A transmission mode in which the initial signal (i.e. voice) is converted
into and transmitted as an electrical signal.

Sonera’s mobile vehicle radio telephone system operating in the
150 MHz frequency band. ARP, which was introduced in 1971 and
which is still in operation, was Sonera’s first mobile communications
network.

A multiplexing and routing technology for high-speed digital
communications that permits data, text, voice, video and multimedia
signals to be transmitted simultaneously between network access
points at speeds of up to 155 Mbps or more. ATM allows for better
local area network interconnections, PBX interconnection, data
transmission and flexible bandwidth delivery.

A centralized national or regional high-speed network utilizing mainly
fiber optic cables and which interconnects smaller, primarily local and
independent networks.

The measure of the capacity of a communications channel. Analog
telephone lines measure capacity in hertz, the difference in the
highest and lowest frequency of the channel. Digital channels measure
bandwidth in bits per second.

Fixed transceiver equipment in each cell of a GSM mobile
telecommunications network that communicates by radio signal with
mobile handsets in that cell.

Equipment used in a GSM mobile telecommunications network for
controlling call set-up, signaling and maintenance functions as well as
the use of radio channels of one or more base stations.



Basic data services:

Bit:
Bps (Bits per second):
Broadband network:

Broadband service:

CDMA (Code Division Multiple
Access):

Cell:

Channel:

Concentrator:

Data packet:

DCS 1800 (Digital Cellular
System):

Digital:

Dual band handsets:

Dual mode handsets:

EDI (Electronic Document
Interchange):

Digital transmission of packet-switched data through wired networks
to provide services such as the transfer of text, numeric data and
graphics in digital format.

The smallest unit of binary information.
A data transmission rate. Bps is the number of bits sent per second.

A network where data is transmitted through multiple channels over a
transmission medium. A broadband network is also used to describe a
network where data is transmitted at high bandwidth, typically
exceeding two Mbps.

A communications service for content requiring high-speed
transmission rates such as video transmission.

Transmission technology utilized in the upcoming third generation
UMTS mobile communications system, where each transmission is
sent over multiple frequencies and a unique code is assigned to each
data or voice transmission, allowing multiple users to share the same
frequency spectrum.

The geographic area covered by a single base station in a mobile
communications network.

A link between one point in a network to another point in that
network, over which traffic can be conveyed.

A communications device that subdivides a channel into a larger
number of channels.

A data transmission technique whereby information is segmented and
routed in discrete data envelopes called “packets,” each with its own
appended control information for routing, sequencing and error
checking.

See “GSM.”

A method of storing, processing and transmitting information through
the use of distinct electronic or optical pulses that represent the binary
digits 0 and 1. Digital transmission and switching technologies employ
a sequence of these pulses to represent information as opposed to the
continuously variable analog signal. Compared to analog networks,
digital networks allow for greater capacity, lower interference,
protection against eavesdropping and automatic error correction.

Handsets that operate on two bands within the same systems, for
example, both GSM 900 and GSM 1800.

Handsets that operate on two different systems, for example GSM
and NMT.

A standardized format for the inter-company exchange of legally
binding trade documents, such as invoices and shipping and purchase
orders, over an electronic network.
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E-mail:

ETSI (European
Telecommunications Standards
Institute):

Eutelsat (European
Telecommunications Satellite
Organization):

Exchange:

Extranet:

Fiber optic cable:

File transfer protocol:

Frame relay service:

Frequency band:

Gbps (Gigabits per second):

GPRS (General Packet Radio
Service):

GSM (Global System for Mobile
Communications):

A general term for electronic mail, the computer-based storage and
forwarding of text-based messages in a packet switched digital format.

An organization made up of national representatives from member
countries of the CEPT, the European post and telecommunications
organization. ETSI representatives can include public and private
telecommunications providers, research institutions and equipment
manufacturers and users, subject to national determination.

The European Telecommunications  Satellite

headquartered in Paris.

Organization

See “Switch.”

An intranet that is extended to include certain outside businesses,
organizations or individuals. Extranets are typically established to
enable the sharing of documents and information between an
enterprise and its suppliers, vendors and/or trading partners.

A transmission medium constructed from extremely pure and
consistent glass through which digital signals are transmitted as pulses
of light. Fiber optic cables offer greater transmission capacity and
lower signal distortion than traditional copper cables.

A protocol used to transfer files from one system to another via the
Internet.

A public data network service typically utilized for LAN-to-LAN
communications using conventional telephone lines.

A specified range of frequencies. Frequency refers to the number of
times per second that a wave (e.g. electromagnetic wave) oscillates or
swings back and forth in a complete cycle from its starting point to its
end point.

A data transmission rate. One Gbps equals 2°° bps.

A GSM-based packet-switched data transmission technology
standard, established by ETSI, in which base stations can be directly
connected to the Internet, thus bypassing the switching systems
typically used to connect mobile traffic to fixed networks. GPRS is
expected to provide users of mobile communications services better
data access capability.

A digital mobile telecommunications system standardized by ETSI
based on digital transmission and cellular network architecture with
roaming in use throughout Europe, in Japan and in various other
countries. GSM systems operate in the 900 MHz (GSM 900) and
1800 MHz (GSM 1800) frequency bands.
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Home page:
Inmarsat (International

Maritime Satellite):

Intelligent network:

Intelsat (International

Telecommunications Satellite):

Interconnection:

Internet:

Internet telephony:

Intranet:

IP (Internet Protocol):

ISDN (Integrated Services
Digital Network):

ISP (Internet Service Provider):

IT (Information Technology):

Kbps (kilobits per second):

An entry point for a collection of information presented through the
World Wide Web.

A worldwide satellite telecommunications service that provides
mobile telecommunications to ships at sea, aircraft in flight and
vehicles on the road.

A network architecture concept focusing on the efficiency, automation
and functionality of telecommunication networks. Intelligent networks
are typically equipped with sophisticated computerized routing
systems, allow for advanced features such as caller identification and
voice mail and can be readily expanded and upgraded.

A worldwide satellite telecommunications organization founded in
1964 and headquartered in Washington, D.C. which owns and runs the
world’s largest satellite- based communications network.

Practice of allowing a competing telephone operator to connect its
network to the network or network elements of certain other
telephone operators to enable the termination of phone calls made by
subscribers of the competing telephone operator’s network to the
subscribers of the other telephone operator’s network.

A collection of interconnected networks spanning the entire world,
including university, corporate, government and research networks
from around the globe. These networks all use the IP (Internet
Protocol) communications protocol.

Voice traffic routed through the Internet via packet-switched
technology. Because a packet-switched transmission does not require
engagement of an end-to-end connection for the entire duration of
the call, Internet voice telephony is typically less expensive than
ordinary voice telephony.

An internal network of an enterprise or organization based on
Internet technologies (Web sites, e-mail, etc.) and the Internet
Protocol, and typically equipped with electronic security barriers that
prevent external access to internal systems.

Protocol used in the Internet for communication among multiple
networks.

A transmission system with the capacity to transmit two streams of
information (voice, text, data or graphics) simultaneously on a single
telephone line, based upon end-to-end digitalization and standardized
out-of-band signaling.

A company providing access to Internet and other computer based
information networks through their servers.

A general term covering telecommunications, computing and media
technologies.

A data transmission rate. One kbps equals 2!° bps.
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LAN (Local Area Network):

Leased line:

LMDS (Local Multipoint
Distribution Service):

Local loop:

Mbps (Megabits per second):

MHz (Megahertz):

Mobile portal:

Modem:

Multimedia:

Multiplexing:

National roaming:

Network:

NMT (Nordic Mobile
Telephone):

Node:

Number portability:

A short distance data transmission network designed to interconnect
personal computers, workstations, minicomputers, file servers and
other computing devices within a localized environment, for the
purpose of sharing files, programs and various devices such as printers
and high-speed modems. LANs may have a decentralized
communications management, or include dedicated computers or file
servers that provide a centralized source of shared files and programs.

Voice or data circuits leased to connect two or more locations for the
exclusive use of the subscriber.

A broadband radio system used as part of a fixed network that allows
for the wireless transmission of multimedia data and information.

See “Access line.”
A data transmission rate. One Mbps equals 2% bps.

A measure of frequency. One MHz equals 1,000,000 cycles per
second.

A commercial entry point for Internet designed for users of mobile
terminals. Provides subscribers access to information and various
services and allows them to personalize the immediate content and
the structures of the site providing easier accessibility.

A device for transmitting digital information over an analog telephone
line.

Computer technology which integrates (generally using digital
technology) various media, such as text, video, voice, graphics, or
animation, in a single tool.

A technique used to send multiple signals over the same channel
simultaneously.

Provision of roaming services in the domestic market to subscribers of
a competing operators’ network. See “Roaming.”

An arrangement of devices that can communicate with each other,
e.g., a public switched telephone network over which residential and
commercial telephones and modems communicate with each other.

An analog mobile communications system that originally operated
only in the Nordic Countries but at present also operates in many
other countries.

A network element that provides a point at which key
telecommunications equipment or computers can access the network.
In circuit networks, nodes are switching systems. In packet-switched
networks they are often computers.

The ability of an end-user to change local exchange carriers or mobile
carriers while retaining the same telephone number.
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Packet-switched services:

Paging:

PBX (Private Branch Exchange):

PCS (Personal Communications
Service):

PDH (Plesiochronous Digital
Hierarchy):

PKI (Public Key Infrastructure):

POCSAG (Post Office Code
Standardization Advisory
Group):

PSTN (Public Switched

Telephone Network):

Roaming:

Router:

SDH (Synchronous Digital
Hierarchy):

Data transmission services based on parceling or breaking the data
stream into packets and thereafter switching the individual packets.
Transmitted information (whether voice or data) is segmented into
cells of a standardized length, which are then transmitted
independently of one another, allowing maximization of available
capacity and usage of a single transmission path for multiple
communications. The cells are then reassembled upon reaching their
destination.

A one-way message transmission service in which numbers or a short
text are sent by radio to a portable receiver.

A private computerized telephone switching system of a business or
organization.

A second generation comprehensive wireless communications service
that was first introduced in the United Kingdom in 1993. In Europe,
the underlying digital technology for PCS is GSM. PCS systems in the
United States operate under one of four principal digital signal
transmission technologies, or standards, that have been proposed by
various operators and vendors in PCS: one based on GSM (known as
PCS 1900 in the United States), one that is GSM compatible, one
based on CDMA and one based on TDMA. GSM and TDMA are
both “time-division” based standards but are incompatible with each
other and with CDMA. PCS 1900 is a slightly modified version of the
European GSM 1800 standard that has been adapted to work at
1900 MHz frequency band.

A transmission standard predating SDH technology.

A cryptographic system that uses an asymmetrical, two-key encryption
algorithm that encrypts data with one key that is made public and
decrypts data with a different key that remains secret.

A digital technology used in paging systems. Sonera uses a modified
version of POCSAG in its Kaukohaku paging system.

A domestic network for voice and data telephone services.

The mobile telecommunications feature that permits subscribers of
one network to use their mobile handsets and telephone numbers
when in a region covered by another operator’s network.

An inter-network device that relays data packets to networks
connected to the router based upon the destination address contained
in those data packets being routed.

The European standard for high-speed digital transmission using fiber
optic cables.



SIM (Subscriber Identity
Module):

SMS (Short Message Service):

SMTP:

Switch:

TDMA (Time Division Multiple
Access):

Telnet:

TETRA (Terrestrial Trunked
Radio System):

Trunk network:

UMTS (Universal Mobile
Telecommunications System):

VDSL (Very high speed Digital
Subscriber Line):

WAN (Wide Area Network):

WAP (Wireless Application
Protocol):

WDM (Wavelength Division
Multiplexing):

An electronic card inserted into a mobile handset that identifies the
subscriber to the network. The SIM card contains the personal
identification number of the subscriber and identifies the subscriber’s
network.

A mobile communications system which allows users to send alpha-
numeric messages from one mobile handset to another either directly
or via a message center operator.

One of the worldwide protocols for electronic mail. SMTP is the
standard used for transmitting electronic mail through the Internet.

A device used to set up and route telephone calls either to the number
called or to the next switch along the path. They may also record
information for billing and control purposes.

Transmission technology underlying the GSM mobile communications
system, where transmissions for multiple users are sent over a selected
frequency but at different time intervals.

An Internet service that enables a user to log into and access a
computer on a different network.

A digital radio system standardized by ETSI for use by public
authorities.

See “Backbone network.”

The third-generation broadband mobile communications standard.
UMTS utilizes CDMA technology and has the speed and capacity to
handle multimedia transmissions.

A technology for transferring data using existing copper wires and
fiber optic cables to provide access to the Internet and other popular
multimedia and data services at transfer speeds of up to 52 Mbps.

A data communications network designed to interconnect personal
computers, workstations, microcomputers, file servers and other
communications and computing devices that covers an area larger
than a single building or campus. See “LAN.”

A global open standard protocol for service applications provided
over wireless networks. It allows delivery of basic Internet-based
services through use of directories to mobile phones and other
wireless devices.

A method of multiplying the capacity of fiber optic transmission lines
by combining wavelengths at the sending end and separating them at
the receiving end.
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World Wide Web:

X.25:

X.400:

A collection of computer systems supporting a communications
protocol that permits multimedia presentation of information over the
Internet.

A worldwide protocol for communications services using packet-
switched networks.

One of the worldwide protocols for electronic mailing systems. X.400
is used only in the international and domestic X.400 networks of
which the Internet is not a part.
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PART I
Item 1. Description of Business
BACKGROUND AND SUMMARY
General

We are the leading provider of mobile telecommunications services in Finland, one of the most
sophisticated telecommunications markets in the world, and also have significant strategic investments in
mobile operators in eight other countries. We are a forerunner in the development and commercialization
of data and media services in Finland as well as one of the leading providers of domestic long distance and
international voice services in Finland. We have also committed substantial resources to the development
of new services and applications for mobile communications users. In addition, we provide local voice
services primarily in the more sparsely populated areas of eastern and northern Finland. We also have
significant investments in fixed-line telecommunications operators in the Baltic States.

In 1999, our revenue grew by 14 percent to €1,849 million from €1,623 million in 1998. The biggest
contribution to revenue growth came from our Mobile Communications business area which accounted for
52 percent of our total revenues in 1999. Our consolidated operating profit for 1999 was €387 million, an
increase of 34 percent from €289 million in 1998. At December 31, 1999 we had total assets of
€3,609 million.

We have played a significant role in the development of Finland into one of the most sophisticated
telecommunications markets in the world, characterized by high penetration of telecommunication access,
early liberalization of telecommunication services and technological innovation. Finland’s mobile,
fixed-line and Internet connection penetration rates are among the highest in the world. As of Decem-
ber 31, 1999, Finland’s mobile penetration rate was 67 percent. Finland’s fixed-line penetration rate was
56 percent and Finland’s Internet host penetration rate was approximately 12 percent. By comparison, the
average mobile, fixed-line and Internet host penetration rates within the European Union were approxi-
mately 46 percent (as of May 2000), 55 percent and 2.4 percent, respectively.

Technological innovation, liberalization and early competition are also largely responsible for Finland
having mobile communications, data communications, local, domestic long distance and international
voice tariffs that are among the lowest in the European Union.

Competitive Strengths

We are the Leader in the Finnish Mobile Market. We are the largest mobile communications provider
in Finland. As of May 31, 2000, we had over two million subscribers to our GSM network representing a
60 percent share of the Finnish GSM subscriber base. We have maintained our market leadership by being
a forerunner in the development of innovative mobile telecommunications products and services, including
a wide variety of SMS (text messages) applications. In 1999, revenues from Mobile Communications
accounted for approximately 52 percent of our total revenues.

We have Experienced Growth from Targeted International Investments. We have made a number of
significant equity investments in telecommunications providers outside of Finland. Our principal invest-
ments have been in providers of mobile communications services in rapidly growing markets including
Turkey, the Baltic States and Hungary. In these markets we have been able to capitalize on our expertise in
building and operating technologically advanced GSM networks, as well as our strength in sales, marketing
and customer service. We also hold a 7.9 percent interest, on a fully diluted basis, in VoiceStream Wireless
Corporation, the leading provider of GSM-based PCS services in the United States. We recorded equity
income from associated companies of €110 million in 1999 as compared to €59 million in 1998 and
€19 million in 1997.



We are Developing New Innovative Mobile Transaction Security and Mobile Internet Applications.
Management believes that we are at the forefront globally in developing mobile transaction security and
mobile Internet applications. The mobile transaction security applications that we are developing through
our Sonera SmartTrust Ltd. subsidiary are designed for carrying out secure transactions, such as banking,
brokering and e-commerce, over mobile handsets. For example, in August 1999, we acquired an interest in
724 Solutions Inc., a developer of wireless applications, to develop secure mobile banking applications. In
April 2000, we acquired Across Wireless AB, a leading provider of wireless Internet-based service
platforms that allow wireless operators to deliver high-quality Internet applications to their subscribers. We
also offer the most widely used mobile portal service in Finland, which we call Zed. Our Zed service
aggregates many of the content and transaction-based services of an Internet portal, such as news, financial
transactions, travel services and shopping, and combines them with other content services for mobile
subscribers, such as directory services, ringing tone and icon services, and mobile bill account query
services. We have entered into a number of partnerships with mobile operators and service providers
worldwide to provide our SmartTrust and Zed services in various markets throughout the world.

We are an Innovative Provider of Data and Media Services. We offer our customers a full range of
technologically advanced data and media communications services on a state-of-the-art domestic fixed
network platform. We provide basic data and LAN interconnection and management services primarily to
large business customers and management believes that we are a leading provider for these services in
Finland. We have been a forerunner in the development and marketing of advanced data transmission
services having introduced a number of data transmission services to the European telecommunications
markets, including the first commercial LAN interconnection service, the first frame relay service and the
first ATM service.

Management believes that we are also the leading Internet service provider in Finland, with an
estimated share of approximately 40 percent of the market at the end of 1999. We also own the most
visited Internet portal site in Finland, “Sonera Plaza” which in December 1999 had an average of 336,000
different visitors a week and in March 2000 an average of over 400,000 different visitors a week.

We have a Strong Position in Domestic Fixed Network Services. We are also a leading provider of fixed
network telecommunications services in Finland. We operate both a fixed-line regional and trunk network
and a fixed-line local network. Management believes that our network is one of the most modern in the
world, featuring: fully digital local, trunk and international switching; fully digital transmission; regional
and trunk transmission based mostly on fiber optic cable infrastructure; and a new switching platform
capable of providing wide access to ADSL services in Finland.

We provide local voice services principally in the more sparsely populated areas of eastern and
northern Finland where we had a 98 percent market share in 1999. We also offer competitive local services
primarily to business customers in Helsinki and other major cities in Finland. As of December 31, 1999, we
had approximately 28 percent of the total number of access lines in Finland. During 1999, we had
approximately 38 percent of the Finnish market for domestic long distance voice services as well as
53 percent of the Finnish market for international voice services calculated on the basis of call minutes
accrued.

HISTORY
Overview

Sonera originated as a state organization, the Telegraph Office of Finland, which was created shortly
after the founding of the independent state of Finland in 1917 and was responsible for state telegraph
operations. The Telegraph Office initially operated a fixed long distance network and a number of local
fixed networks and was merged with another state organization, Post of Finland, in 1928 to form Posts and
Telegraphs of Finland, subsequently renamed Posts and Telecommunications of Finland. As an administra-
tive entity, Posts and Telegraphs of Finland had a dual role as a telecommunications operator and as a



regulator of the telecommunications market. In 1935, Posts and Telegraphs of Finland became the only
Finnish long distance and international call operator. The monopoly in long distance and international
telephone services continued until 1992, at which time the Finnish Council of State began granting licenses
to competing telephone operators. Practically all forms of national telecommunications services in Finland
were opened to competition in 1994 when the market for the provision of domestic long distance and
international telecommunications services was fully liberalized.

As a first step towards making the structure of Posts and Telecommunications of Finland more
market-orientated, its regulatory functions were transferred to the Ministry of Transport and Communica-
tions in 1987. On January 1, 1990, Posts and Telecommunications of Finland became an unincorporated
state-owned enterprise and its operations were separated from the state budget. On January 1, 1994, Posts
and Telecommunications of Finland was converted into a limited liability company, PT Finland, and its
business operations and assets were divided into two principal business areas; postal services and
telecommunications. PT Finland’s postal service operations and telecommunications operations were then
transferred into newly-created corporations, Finland Post Ltd and Telecom Finland, while certain non-core
operations were transferred to other subsidiaries within PT Finland. After incorporation, the group started
operating entirely on commercial terms.

In December 1997, the Finnish Parliament approved a gradual and partial privatization of Telecom
Finland. As part of the privatization program, PT Finland’s postal services and telecommunications
operations were separated from each other by dividing PT Finland into separate telecommunications and
postal services groups and placing Telecom Finland and some other subsidiary and associated companies of
PT Finland under the telecommunications group. The demerger took effect on July 1, 1998.

The Demerger

The demerger was effected principally to allow Sonera access to the international capital markets and
thus to implement a capital structure better suited to its needs and prospects. The demerger was also
prompted by the expectation that, as a separate company, Sonera would be better able to focus on its
distinctive strategic objectives, operational needs and philosophies, capital requirements, personnel needs
and resources, product development and marketing policies.

The demerger took effect on July 1, 1998. Upon the effectiveness of the demerger, the shares of
Telecom Finland, Tieto Corporation (currently TietoEnator), and PT Credit Ltd (currently Sonera Credit)
and other assets and liabilities were transferred by operation of law to Telecom Finland Group plc, and the
shares of Finland Post Ltd and other assets and liabilities were transferred to Finland Post Group Ltd.
After the completion of the demerger, PT Finland ceased to exist, and the Finnish State, as the former sole
shareholder of PT Finland, received all of the outstanding shares of Telecom Finland Group and of
Finland Post Group.

Share Split and Name Change

After the demerger, in a series of meetings of the shareholders of Telecom Finland Group plc, the
articles of association of Telecom Finland Group plc were amended to provide for an increase in the
number of shares through two share splits in which the nominal value of the shares was changed from FIM
10 to FIM 2.50 as well as a change to the name Sonera Group plc. In addition, the share capital of Telecom
Finland Group plc was resolved to be changed into euro denomination and the nominal value of the
ordinary shares to be dropped on the basis of a legislative amendment promulgated in connection with the
introduction of the euro. These changes took effect on January 25, 1999. The name change was motivated
primarily by the anticipated change in Sonera’s status from a state-owned company to a publicly owned
corporation in connection with Sonera’s initial public offering. In particular, management believes that
Sonera’s previous name gave the impression of the company as a Finnish telecommunications monopoly,
which is neither representative of Sonera’s position in the Finnish telecommunications market nor



reflective of its ongoing business strategy. In connection with the demerger, Sonera’s principal operating
subsidiary, Telecom Finland, assumed the name Sonera Corporation on April 15, 1998, which was
subsequently changed to Sonera Ltd in July 1998.

Merger of Sonera Group plc and Sonera Ltd

In February 1999, the board of directors of each of Sonera Group plc (presently, Sonera Corporation)
and Sonera Ltd, a wholly-owned subsidiary of Sonera Group plc, resolved to merge Sonera Ltd into Sonera
Group plc, the stock exchange listed parent company of the consolidated group. The name of the
combined entity was decided to be changed to Sonera Corporation upon completion of the merger. The
merger was completed on September 30, 1999 while the name change took effect on October 1, 1999.

Initial Public Offering

Prior to November 1998, all of the shares of Sonera were owned by the Finnish State. In Novem-
ber 1998, the Finnish State sold 158,000,000 shares at the price of FIM 45 (€7.57) per share in an offering
in reliance on Rule 144A and Regulation S under the Securities Act and in a retail offering in Finland. At
the same time, Sonera issued 2,000,000 shares at the price of FIM 40.5 (€6.81) per share in an employee
offering. In connection with the November 1998 offering, Sonera’s shares were listed on the Helsinki
Securities and Derivative Exchange, Clearing House Ltd (the “Helsinki Exchanges”).

Follow-on Offerings of Sonera Shares

In October 1999, the Finnish State sold an additional 143,950,000 shares at the price of €23.75 per
share, the sale of which reduced the Finnish State’s holding in Sonera to 57.9 percent. Approximately
50,000 investors participated in the retail offering in Finland, and more than 44,000 of them purchased
shares with bonus rights. In November 2000, investors who participated in the bonus offering will, for no
additional cost, receive from the Finnish State one additional share for each ten shares which they
purchased and have owned without interruption since the date of the follow-on offering in November 1999.
Investors who participated in the employee offering will receive three additional shares for every 20 shares
they purchased and have owned without interruption since the date of the follow-on offering in Novem-
ber 1999. In March 2000, the Finnish State sold an additional 22 million shares at the price of €92 per
share to institutional investors on a private placement basis. The Finnish State currently holds 53.3 percent
of Sonera’s outstanding shares. In June 2000, the Finnish Parliament authorized the Finnish Government
to lower the Finnish State’s holding to zero. See “Item 4. Control of Registrant.”

In connection with the 1999 offering, Sonera applied for quotation of its shares on the Nasdaq
National Market in the United States. Trading in the Sonera shares on the Nasdaq National Market
commenced on October 13, 1999. See “Item 5. Nature of Trading Market.”

RECENT DEVELOPMENTS
Results of operations for the three months ended March 31, 2000

In the three month period ended March 31, 2000, Sonera’s revenues were €487 million, an increase of
14 percent from revenues of €426 million for the comparable period in 1999. The growth in revenues was
mainly attributable to Mobile Communications which contributed 54 percent of Sonera’s revenues during
the period. Compared with the three month period ended December 31, 1999, revenues were down five
percent in the first three months of 2000 due primarily to seasonal variations and high equipment and
systems sales at the end of 1999.



The following table sets forth Sonera’s revenues by business area for the periods indicated:

Year ended
Three months ended March 31, December 31,
2000/1999
1999 2000 (% change) 1999
(in € millions, except percentages)
Mobile Communications. . . ... ... ...t i, 214 264 23 966
Media Communications and New Services. .. ............ 34 43 26 140
Fixed Network Voice and Data Services ................ 143 148 3 570
Equipment Sales and Other Operations . ............... 35 32 ) 173

0 426 487 14 1,849

The revenues of Sonera’s associated companies (principally those companies in which Sonera holds
between 20 to 50 percent of the share capital and the voting rights) are not included in Sonera’s revenues.
The estimated aggregate revenues generated by associated companies grew by 67 percent in the three
months ended March 31, 2000 as compared with the corresponding period in 1999 and amounted to
€1,242 million.

For the three months ended March 31, 2000, operating profit before depreciation and amortization
and write-downs on fixed assets or EBITDA (as adjusted for write-downs on fixed assets) was €162 million
and the EBITDA margin was 33 percent as compared with EBITDA (as adjusted for write-downs on fixed
assets) of €157 million and an EBITDA margin of 37 percent for the corresponding period in 1999. The
comparable EBITDA margin excluding non-recurring items was 32 percent for the first three months of
2000 as compared to 36 percent for the first three months of 1999. Total operating expenses grew by
21 percent in the three months ended March 31, 2000 as compared to the corresponding period of 1999,
outpacing revenues. The most significant contributor to the increase in operating expenses in the first
quarter of 2000 was the cost of developing and marketing new services. Expenditures on purchased services
and goods rose by 18 percent, personnel expenses by 16 percent and other operating expenses by
33 percent as compared with the three months ended March 31, 1999. The increase in personnel expenses
was due in part to the social security contribution related to the 1999 equity incentive program for Sonera’s
employees which provides employees the opportunity to subscribe for bond loans with warrants attached.
Sonera accrues the estimated amount of the social security contribution over the period preceding the
subscription period. See “Item 12. Options to Purchase Securities from Registrant or Subsidiaries.”

The following table sets forth Sonera’s EBITDA (as adjusted for write-downs on fixed assets) by
business area for the periods indicated:

Year ended
Three months ended March 31, December 31,
1999 2000 1999
(in € millions)

Mobile Communications . .............c..oueuuon... 103 130 468
Media Communications and New Services. . ... ......... 1 (31) 47)
Fixed Network Voice and Data Services ............... 43 59 200
Equipment Sales and Other Operations ............... 10 4 47
Total . ... .. e 157 162 668

Operating profit amounted to €90 million, or 18 percent of revenues, for the three months ended
March 31, 2000 compared to €90 million, or 21 percent of revenues, for the corresponding period in 1999.
Depreciation and amortization for the three months ended March 31, 2000 totaled €72 million compared
to €67 million for the three months ended March 31, 1999.



The following table sets forth Sonera’s operating profit by business area for the periods indicated:

Year ended
Three months ended March 31, December 31,
1999 2000 1999
(in € millions)

Mobile Communications . ................c.uuurn... 73 100 345
Media Communications and New Services. ... .......... (1) (36) (60)
Fixed Network Voice and Data Services ............... 17 24 98
Equipment Sales and Other Operations . .............. 1 2 4
Total .. ... 90 90 387

Equity income in associated companies was €20 million for the three month period ended March 31,
2000 as compared to €18 million for the corresponding period in 1999. Sonera adopted a new accounting
practice as of the beginning of 2000 in such a manner that Sonera’s results for each quarter, beginning with
the three months ended March 31, 2000, include Sonera’s share of Turkcell’s final results for the preceding
quarter. Accordingly, Sonera’s financial results for the first quarter of 2000 include Turkeell’s results for
the last quarter of 1999.

Sonera’s net financial income was €3 million for the three month period ended March 31, 2000 as
compared with net financial expenses of €1 million for the corresponding period in 1999. Both net interest
expense and dividend income grew compared with the first three months of 1999.

In the three month period ended March 31, 2000, profit before extraordinary items and taxes was
€113 million, an increase of approximately six percent as compared to €107 million for the comparable
period in 1999. Income taxes amounted to €31 million in the first three months of 2000 as compared to
€29 million in the corresponding period in 1999 and Sonera’s effective tax rate was 27 percent for both
periods.

The cumulative effect of the change in the accounting treatment of Turkcell’s results on Sonera’s
retained earnings has been accounted for as an extraordinary expense. Before the cumulative effect of the
change in the accounting practice, earnings per share were €0.12 for the three month period ended
March 31, 2000, an increase from €0.11 for the comparable period in 1999, whereas, when adjusted for the
cumulative effect of the change in the accounting practice, earnings per share for the three month period
ended March 31, 2000 amounted to €0.06.

For the three months ended March 31, 2000, return on capital employed was 15 percent, and return
on shareholders’ equity was 18 percent compared with 20 percent and 21 percent, respectively, for the
three months ended March 31, 1999.

Business Areas

Mobile Communications. Revenues from Mobile Communications totaled €264 million for the three
month period ended March 31, 2000, an increase of 23 percent as compared to the corresponding period in
1999. Revenues for the first three months of 1999 were reduced by the free air-time offers that were made
to attract new subscriptions at the end of 1998 and that were in effect at the beginning of 1999. Compared
with the last three months of 1999, revenues grew by over two percent in the three months ended
March 31, 2000. EBITDA (as adjusted for write-downs on fixed assets) rose to €130 million in the three
month period ended March 31, 2000, a 26 percent increase from €103 million in the corresponding period
in 1999. Operating profit was €100 million in the three months ended March 31, 2000, an increase of
37 percent from €73 million in the corresponding period in 1999.

In the three month period ended March 31, 2000, the average monthly use of Sonera’s mobile
subscribers grew to 131 minutes, a ten percent increase as compared to 119 minutes in the first three



months of 1999, and average monthly revenues per subscriber rose to €38.8 compared with €36.2 for the
corresponding period in 1999. Value-added services, including SMS text messages and content services,
accounted for approximately nine percent of Mobile Communications’ overall revenues for the three
month period ended March 31, 2000 as compared to approximately seven percent for the comparable
period in 1999. In the three months ended March 31, 2000, each Sonera GSM subscriber transmitted 23
text messages per month on average as compared to 18 per month for the corresponding period in 1999.

Approximately 30 percent of Sonera GSM subscribers used value-added content services during the
three months ended March 31, 2000, as compared to approximately 23 percent in 1999, and the number of
registered Zed users totaled approximately 170,000 at the end of March 2000, an increase of 34 percent
from the approximately 127,000 users at December 31, 1999.

Sonera had no major subscription sales campaigns during the first quarter of 2000. Nevertheless, the
number of Sonera GSM subscriptions grew by two percent, totalling 1,985,810 at the end of the first
quarter of 2000 as compared to 1,938,644 at December 31, 1999. The proportion of Duo dual band
subscriptions within sales of GSM subscriptions grew and represented nearly 90 percent of subscriptions
sold during the first quarter.

The annualized churn rate for GSM subscriptions in the three month period ended March 31, 2000
was 13 percent as compared to 17 percent for the corresponding period in 1999. Sonera continuously
strives to maintain customer loyalty by offering advanced value-added services and superior customer care.
The exceptionally high churn rate during the first quarter of 1999, used as a comparative figure, was the
result of the record-high number of subscription sales during the Christmas season of 1998.

At March 31, 2000, Sonera had 174,320 NMT subscriptions and a total of 2,160,130 mobile subscrip-
tions, an increase from 2,136,241 at December 31, 1999.

In January 2000, the Finnish Government granted the third national GSM license to Suomen 2G Oy,
which according to the terms and conditions of its license must begin commercial operations by Septem-
ber 1, 2000. Suomen 2G has announced that it will build a nationwide network that will be supported by
the Finnet Group’s existing GSM 1800 city networks. See “Item 9. Management’s Discussion and Analysis
of Financial Condition and Result of Operations—Overview—Changes in the Telecommunications
Market.”

In January 2000, the Finnish Competition Authority (“FCA”) issued a decision in which it held that
the pricing of national roaming applied by Sonera does not require any action by the FCA. In the decision,
the FCA expressed the view that a telecommunications operator has several different ways of gaining
access to a national telecommunications network by, for example, entering into a service provider
agreement. The FCA’s decision was issued pursuant to a complaint filed by Telia Finland Oy with it in
September 1998 requesting the FCA to examine whether Sonera and Radiolinja restrict competition in the
Finnish mobile network markets. Telia Finland has filed an appeal of the decision with the Competition
Council. Telia Mobile Finland currently has a service provider agreement with Radiolinja Oy.

In March 2000, Sonera announced that it had signed a service provider agreement with Saunalahti
Oyj. Saunalahti buys mobile network capacity from Sonera which enables Saunalahti to sell its wireless
services to its customers. Sonera first entered into an agreement of this type in January 1999 with RSL
COM Finland Oy.

Sonera has a third generation mobile communications network license in Finland. In March 2000,
Xfera Moviles S.A., in which Sonera has a minority holding of 15 percent, was granted a third generation
license in Spain. Sonera will invest a total of €350 million in Xfera during the years 2000 to 2004.

In March 2000, Sonera also participated in the third generation license auction in the United
Kingdom through its subsidiary Spectrum Company in which Sonera holds a 67.1 percent interest. On



April 4, Spectrum withdrew from the bidding for a U.K. license when the price offered by competitors
exceeded its outstanding bid of GBP 2.1 billion.

Media Communications and New Services. Revenues from Media Communications and New Services
were up 26 percent to €43 million in the three month period ended March 31, 2000 as compared to
€34 million for the corresponding period in 1999, primarily due to increased demand for Internet services.
The use of various electronic directory services also contributed to the revenue growth. For the three
month period ended March 31, 2000, Media Communications and New Services recorded EBITDA (as
adjusted for write-downs on fixed assets) of negative €31 million and an operating loss of €36 million as
compared with EBITDA (as adjusted for write-downs on fixed assets) of €1 million and an operating loss
of €1 million for the corresponding period in 1999. Profitability was weakened by major outlays on product
development, marketing and the start-up of new businesses.

In March 2000, the Finnish pages of Sonera Plaza, Sonera’s Internet network media service, were
visited by an average of over 400,000 different browsers per week and the corresponding number of visits
on the Dutch pages was approximately 60,000. In March 2000, Sonera announced that it will incorporate
its network-independent Sonera Plaza business and review the possibility of listing the new company on a
stock exchange in 2000 or 2001. Sonera also intends to increase the provision of financial services available
on Sonera Plaza. In this regard, Sonera expects to enter into negotiations with Sampo Varma Group and
Leonia Bank on cooperation related to financial services.

At March 31, 2000, Sonera’s Internet subscribers in Finland numbered approximately 227,000, an
increase of five percent from approximately 216,000 at the end of 1999.

On February 1, 2000, Sonera incorporated its wireless portal business to form a company named
Sonera Zed Ltd. In February, Sonera Zed announced preliminary partnerships with Hutchison Telecom of
Germany, KPN Mobile and Libertel of the Netherlands, Smart Communications of the Philippines, and
Turkcell and Powertel Inc. (Sonera holds an equity interest in the latter two companies), to offer Zed
services in the markets of these network operator companies.

In January 2000, Sonera incorporated its wireless certification business to form Sonera
SmartTrust Ltd. and, together with eQ Online Corporation, launched eQ Free, a brokerage service which is
intended mainly for WAP phones and which is based on Sonera SmartTrust technology.

On April 18, 2000, Sonera acquired Across Holding AB of Sweden. Sonera paid for the acquisition by
issuing 16,732,055 new shares. Across Wireless AB, a subsidiary of Across Holding, offers wireless Internet
based service platforms which make it possible, for example, to manage applications and terminals over a
mobile network. In 1999, Across Wireless had revenues of €9 million, and an operating loss of €7 million.
Management intends to transfer Sonera’s equity interest of Across Wireless to Sonera SmartTrust.

Sonera has stated its intention to list Sonera Zed and Sonera SmartTrust on a stock exchange in 2000
or 2001.

On April 19, 2000 the FCA announced that it had decided to refer Sonera’s acquisition of a 34 percent
holding in Digita Oy, a subsidiary of the Finnish Broadcasting Company, to the Finnish Competition
Council. According to the FCA, the transaction would give Digita a dominant market position in
broadcasting services and strengthen Sonera’s position in local markets. The FCA has proposed that the
Competition Council block the transaction. The Competition Council must issue a decision in the matter
within three months after the matter has come up before it. Management is not currently in a position to
assess how the Competition Council will decide on the matter.

In May 2000, Sonera’s Board of Directors resolved to transfer Sonera’s applications service provider
(ASP) business to Sonera Juxto Ltd, a newly established wholly-owned subsidiary of Sonera effective
June 1, 2000. Sonera is evaluating whether to list Sonera Juxto on a stock exchange.



Fixed Network Voice and Data Services. Revenues from Fixed Network Voice and Data Services were
€148 million for the three month period ended March 31, 2000, a three percent increase as compared to
€143 million for the comparable period in 1999. Fixed Network Voice and Data Services recorded
EBITDA (as adjusted for write-downs on fixed assets) of €59 million, and operating profit of €24 million
for the three months ended March 31, 2000 as compared to €43 million and €17 million, respectively, for
the three months ended March 31, 1999.

Revenues from domestic voice services for the three month period ended March 31, 2000 remained at
the previous year’s level, amounting to €65 million. The effect of the decrease in the number of
long-distance call minutes and the lower local network charge was offset by the increase of the
long-distance call charge in May 1999 and the impact of the increase of the local call charge in July 1999.

The fall in the price level of international calls and the reduced market share lowered revenues from
international voice services by nine percent from €32 million for the three month period ended March 31,
1999 to €29 million for the comparable period in 2000.

Total revenues from data services and leased lines grew by 17 percent to €54 million as compared to
€46 million for the three months ended March 31, 1999. Management expects the use of basic data transfer
services to continue to slow in the future and that new and more advanced data services are not expected
to spur revenue growth over the next few years. In February 2000, Sonera received a license for the
commercial exploitation of a fiber optic cable between St. Petersburg and Moscow.

On January 1, 2000, Sonera incorporated its access network business to form Sonera Entrum Ltd and
its backbone network business to form Sonera Carrier Networks Ltd.

Equipment Sales and Other Operations. Revenues from Equipment Sales and Other Operations were
down by nine percent to €32 million for the three months ended March 31, 2000 as compared to
€35 million for the corresponding period in 1999. Equipment Sales and Other Operations recorded
EBITDA (as adjusted for write-downs on fixed assets) of €4 million and operating profit of €2 million for
the three months ended March 31, 2000 as compared to €10 million and €1 million, respectively, for the
corresponding period in 1999.

During the first quarter of 2000, revenues from equipment sales were €25 million, the same level as
during the comparable period in 1999. The brisk sales at the end of 1999, when companies renewed their
hardware and systems before the turn of the millennium, also contributed to the slow-down in growth
reflected in the results of the first quarter of 2000. External revenues generated by construction and
maintenance and other operations declined to €7 million during the three months ended March 31, 2000
compared with €10 million in the corresponding period in 1999.

Associated companies and other significant holdings. During the three month period ended March 31,
2000, estimated total revenues generated by Sonera’s associated companies in the areas of mobile
communications and fixed network services rose by 43 percent to €850 million as compared with
€595 million in the corresponding period in 1999. The figures do not include associated companies
providing services other than mobile communications and fixed network services, such as TietoEnator
Corporation.

At the end of the first quarter, the aggregate number of customers of associated companies with
mobile communications operations rose to about 8.3 million from 7.3 million at the end of 1999 and from
4.3 million at March 31, 1999. The aggregate number of customers of companies in which Sonera has a
minority holding but which are not associated companies totaled 1.0 million at the end of the review period
an increase from 0.2 million at March 31, 1999. The aggregate number of customers of associated
companies providing fixed network services was approximately 2.4 million at the end of the first quarter of
2000, unchanged from the figure at March 31, 1999.



Sonera changed its accounting treatment of Turkcell as of the beginning of 2000 in such a manner that
Sonera’s results for each quarter includes the last available and final quarterly information on Turkcell.
Previously, Sonera’s consolidated income statement included Sonera’s preliminary estimated share of
Turkcell’s results in the corresponding period. As a result, Sonera’s results for the first quarter of 2000
include Turkcell’s results for the last quarter of 1999.

The change in accounting practice is due to the planned Turkcell initial public offering and stock
exchange listing, after which Sonera will have access solely to information published by Turkcell simultane-
ously to all of its shareholders. The cumulative effect of the accounting change on Sonera’s retained
earnings has been included in Sonera’s financial statements as an extraordinary expense.

Based on the completed Turkeell financial statements of 1999, Sonera’s share of Turkcell’s profit in
1999 for the first, second, third and fourth quarters was €27 million, €35 million, €47 million and
€33 million, respectively. The €142 million result for the full year is €12 million less than indicated in
Sonera’s financial statements of 1999 in which Sonera’s share of Turkcell’s preliminary estimated profit was
reported at €154 million.

The following table sets forth Sonera’s equity income in associated companies for the periods
indicated:

Year ended
Three months ended March 31, December 31,
1999 2000 1999
(in € millions)
Turkcell lletisim Hizmetleri A.S.0 .. ................. 28 33 154
Aerial Communications, Inc.® . ..................... (8) (12) (34)
Other mobile operators . .............. ... ........ 6 9 36
Fixed network operators .............. ... ... .... 6 12 27
Service providers . . .......... ... i (1) 1) (11)
Other associated companies . .. ..................... 6 2 16
Amortization of goodwill ... ........ ... ... ..., .. (19) (23) (78)

Total . ... . e ﬁ 2 @

(1) The result for the three month period ended March 31, 2000 is based on the final result for the three month period ended
December 31, 1999. The comparative figures of 1999 have not been restated.

(2) Aerial merged with VoiceStream effective May 4, 2000. As a result of the merger, Sonera holds a 7.9 percent interest, on a fully
diluted basis, in VoiceStream.

In the first three months of 2000, the number of Turkcell’s subscriptions grew by approximately
700,000 to approximately 6.2 million at March 31, 2000. Despite the growth in the number of subscriptions,
Turkceell’s net profit in the first quarter increased only slightly compared to the corresponding quarter of
1999 primarily as a result of the tax on mobile telephones implemented by the Turkish government in effect
from December 1999 through the end of 2000. The amount of the tax is 25 percent of a subscriber’s total
monthly telephone bill net of VAT. In light of the tax, Turkcell’s management did not raise tariffs in the
first quarter of 2000. Turkcell’s final financial results for the first quarter of 2000 will be included in
Sonera’s financial results for the second quarter of 2000.

In 2000, Turkcell and its principal shareholders, Sonera and the Cukurova Group, established a joint
holding company named Fintur Holding B.V. to which Turkcell transferred most of its interest in GSM
operators outside Turkey as well as its digital television distribution company. Sonera acquired a 35 percent
interest in Fintur by investing U.S.$127 million in the company. In 1999, Sonera and the Cukurova Group
agreed to transfer a 51 percent interest in Turkcell shares held by Sonera and Cukurova to the ownership
of a joint Turkish holding company, Turkcell Holdings A.S., of which Sonera owns 47 percent. In addition,
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Sonera continues to own a 17 percent interest in Turkcell shares directly. The restructuring did not require
any additional investments by Sonera.

In June 2000, Sonera’s Board of Directors authorized the sale of a portion of the shares of Turkcell
held by Sonera Holding B.V. in connection with an initial public offering of Turkcell shares. The offering
commenced in the second half of June 2000 and is expected to be completed in July 2000. See
“—International and Other Significant Investments—Mobile Telecommunications Operators—Turkcell.”

During the three months ended March 31, 2000, the number of Aerial’s subscriptions increased by
approximately 51,000. Aerial’s loss before taxes decreased compared with the corresponding period in
1999. Sonera’s share of the previous year’s loss was affected by the tax compensation Aerial received from
its parent company in March 1999. Without the impact of the compensation, Sonera’s share of Aerial’s loss
in the first quarter of 1999 would have been €13 million.

On March 30, 2000, the United States Federal Communications Commission (“FCC”) granted final
permission for the merger of Aerial and VoiceStream. The merger was completed on May 4, 2000. As a
result of the merger and the U.S.$500 million investment Sonera made in VoiceStream in February 2000,
Sonera owns approximately 7.9 percent of the share capital of VoiceStream, on a fully diluted basis.
VoiceStream will not be included as an associated company in Sonera’s consolidated financial statements
on a going-forward basis.

Sonera’s consolidated earnings for the second quarter in the year 2000 will include a gain booked on
account of the Aerial/Voice Stream merger. The amount of the gain is determined by the difference
between VoiceStream’s market value at the time of the merger and the carrying value of Aerial on Sonera’s
consolidated balance sheet. On March 31, 2000, the carrying value of Aerial on Sonera’s consolidated
balance sheet was €308 million. Sonera has received an advance ruling from the Central Tax Board of
Finland, according to which the Aerial/VoiceStream merger is considered a transaction for which Sonera is
liable to pay tax in Finland. The amount of the tax is determined by the difference between Aerial’s market
value at the time of the merger and the original acquisition cost, resulting in an estimated total tax
payment of approximately €216 million. Sonera has appealed the ruling to the Supreme Administrative
Court of Finland. Sonera’s position is that the merger should be treated as a normal merger under Finnish
tax legislation which should not trigger a taxable gain or loss. Management is not currently in a position to
predict with any certainty the timing or likely outcome of its appeal to the Supreme Administrative Court.
See “—International and Other Significant Investments—Mobile Telecommunications Operators—
Aerial.”

Financial Position

For the three month period ended March 31, 2000, cash flow provided by Sonera’s operating activities
amounted to €74 million as compared to €91 million for the corresponding period in 1999. The decrease in
cash flow reflects Sonera’s increased tax expense in the first quarter of 2000 as compared with the
corresponding period in 1999, and the growth in working capital.

The amount of net interest-bearing debt increased during the first quarter 2000, primarily as a result
of new share investments, and was €1,688 million at March 31, 2000 an increase from €1,181 million at
December 31, 1999. At the end of the first quarter, the equity-to-assets ratio was 41 percent and the
gearing ratio 94 percent as compared to 51 percent and 65 percent, respectively, at December 31, 1999. In
addition to the growth in the amount of debt, the decline in the equity-to-assets ratio was attributable to
dividends totaling €87 million, which were recorded as a liability following the resolution to pay dividends
passed by the Annual General Meeting on March 22, 2000. Dividends were paid to Sonera’s shareholders
on April 3, 2000.

For the three month period ended March 31, 2000, net financial income totaled €3 million compared
with net financial expenses of €1 million for the corresponding period in 1999. The figure for the first three
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months of 2000 includes €14 million of dividend income from investments in venture capital funds as
compared with €7 million for the corresponding period in 1999. Net interest expense amounted to
€13 million for the three month period ended March 31, 2000 as compared with €9 million for the
corresponding period in 1999.

Financial Income and Expenses

Year ended
Three months ended March 31, December 31,
1999 2000 1999
(in € millions)
Dividend income . .. ........... ... 7 14 21
Interest iNCOME . . . . ..o vttt e e e 2 4 14
Interest eXPense . . ... v ittt (11) (17) (40)
Other financial income and expenses . ................ 1 1 5
Exchange rate gains and losses . . .. .................. — 1 —
Total ... 1) 3 —

At March 31, 2000, Sonera’s cash and short-term investments totaled €305 million, and the available
long-term committed credit facilities amounted to €1,205 million as compared to €115 million and
€885 million, respectively, at December 31, 1999.

In March 2000, Sonera issued a bond with a nominal value of €1 billion. The bond replaced some of
Sonera’s existing credit arrangements. The bond will mature in five years and is due in March 2005. The
bond is part of the Euro Medium Term Note (EMTN) program, established in March 1999. In Febru-
ary 2000, the maximum borrowing amount under the EMTN program was increased from €1 billion to
€2 billion.

Investments and Divestments

During the three month period ended March 31, 2000, Sonera’s capital expenditures on fixed assets
amounted to €64 million as compared to €49 million during the corresponding period in 1999. Investments
in shares totaled €519 million as compared to €13 million for the three months ended March 31, 1999.

In February 2000, upon the completion of the VoiceStream and Omnipoint Corporation merger,
Sonera completed the U.S.$500 million investment in VoiceStream as previously agreed in Septem-
ber 1999. Under the agreement, Sonera acquired a total of 8,771,930 VoiceStream shares at the price of
U.S.$57 per share. As a result of the merger of Aerial and VoiceStream in May 2000, Sonera’s sharehold-
ing in VoiceStream is approximately 7.9 percent, on a fully diluted basis.

In May 2000, Sonera agreed to invest an additional U.S.$125 million in U.S. mobile communications
operator, Powertel, which will increase its equity interest in Powertel from 9.1 percent to 11.8 percent, on a
fully diluted basis, upon completion of the transaction. In addition, Sonera will invest U.S.$75 million in
Eliska Wireless Ventures I, Inc. giving Sonera a 30.1 percent interest in the U.S. investment company. In
May 2000, Eliska Wireless Ventures entered into an agreement to purchase the assets and PCS operations
of DiGiPH PCS, Inc. an operator of a PCS network in the Southern United States.

Sonera also made additional investments in venture capital funds totalling €3 million and certain
smaller investments in shares during the three month period ended March 31, 2000.

In January 2000, Sonera sold the shares it held in other publicly traded Finnish telephone companies.
The net gain from the transaction amounted to almost €4 million.
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Personnel

For the three months ended March 31, 2000, Sonera’s average payroll was 9,399, an increase of eight
percent as compared with 8,685 for the corresponding period in 1999. Sonera will continue to recruit new
employees, in particular, for the Media and New Services business area.

New Business Organization from January 1, 2000

Sonera’s operations were previously organized into four business areas: (1) Mobile Communications,
(2) Fixed Network Voice and Data Services, (3) Media and Other Operations, and (4) International and
Other Significant Investments. In 2000, Sonera reorganized its operations into five business areas:
(1) Mobile Communications; (2) Media Communications and New Services (which contains some of the
businesses of the former Media and Other Operations business area); (3) Fixed Network Voice and Data
Services; (4) Equipment Sales and Other Operations (which contains some of the businesses of the former
Media and Other Operations business area) and (5) International and Other Significant Investments. As
part of Sonera’s strategy, Sonera also introduced a new business organization under which it groups its
operations into two main areas: Mobile & Media and Telecom. The purpose of the new structure is to
allow Sonera to focus more sharply on its core businesses.

The Mobile & Media area concentrates on Sonera’s fast growing and globally expanding businesses,
and is comprised of mobile and media communications as well as new services and technologies.

The Telecom area focuses on those business functions having a strong cash flow and stable growth,
and includes Fixed Network Voice and Data Services and Equipment Sales and Other Operations.

Mobile & Media. The Mobile and Media area is further divided into three groups: Sonera Mobile
Operator, Sonera Services and Sonera Enabling Technologies.

The Sonera Mobile Operator group is responsible for the operation and development of Sonera’s
mobile networks and for managing Sonera’s mobile network infrastructure. This group oversees Sonera’s
mobile communications networks in Finland as well as Sonera’s interests in associated companies that have
mobile communications operations. In addition, the group is responsible for training personnel in
connection with mobile communications operations, providing consulting services to Sonera’s associated
companies on mobile network planning and for the further development of Sonera’s strategy in light of the
consolidation of the mobile communication industry.

The Sonera Services group is responsible for Sonera’s service provider businesses that are targeted at
both consumers and corporate customers as well as for its content and transaction services businesses.
Sonera’s wholly-owned subsidiary Sonera Zed Ltd. is included within Sonera Services.

The Sonera Enabling Technologies group develops business solutions based on Sonera’s technological
competence and assets. Sonera’s wholly-owned subsidiary Sonera SmartTrust Ltd. is included within the
Sonera Enabling Technologies Group.

Telecom. The Telecom area is comprised of five separate entities, four of which were incorporated in
early 2000:

e Sonera Entrum Ltd is engaged in the fixed network access business and offers voice and data
services to consumers as well as to small- and medium-sized companies in Finland.

* Sonera Solutions Ltd caters to Sonera’s major customers, marketing and selling telecommunica-
tions solutions primarily to Finnish companies that operate in the domestic market.

* Sonera Carrier Networks Ltd owns and operates Sonera’s fixed-line network infrastructure and acts
as a wholesaler of narrowband and broadband capacity to other telecommunications operators and
service operators.
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In addition, the Telecom area consists of equipment sales, which are the responsibility of Sonera
Solutions and Telering Ltd., and construction and maintenance services, which are the responsibility of
Primatel Ltd.

Prospects for the Year 2000

Management estimates that Sonera’s revenues will continue to grow by more than ten percent in the
year 2000. In achieving the revenue target for 2000, the growing and diversifying use of mobile communica-
tions services is again expected to play an important role. In 2000, new services are not yet expected to
have a significant effect on the growth in Sonera’s revenues. In the long term, the target is to reach a
growth rate of over 20 percent.

Due to the very large development outlays being made on new services, management estimates that
Sonera’s operating profit will be lower in 2000 than it was in 1999.

Management estimates that the growth in subscriptions achieved by Sonera’s international associated
companies that offer mobile communications services will continue at a fast rate, and that Sonera’s share
of the earnings generated by associated companies will continue to grow. Due to the change in the
accounting treatment of Turkcell, profit before extraordinary items and taxes may, however, remain
somewhat lower in euro terms than in 1999, if the gain recorded on the Aecrial/VoiceStream merger is
excluded.

In Finland, competition in the mobile communications market is expected to get tougher both due to
new competitors and due to the third national GSM license that was granted by the Finnish Government.
Management nevertheless believes that in the year 2000 Sonera will retain its market share at a level
comparable to the first quarter of the year. In 2000, the relative profitability of Mobile Communications is
estimated to remain at the level achieved in 1999.

Management estimates that the investments being made in developing new services will significantly
weaken the financial results of Media Communications and New Services in the current year. Management
estimates that during the period from 2000 to 2002 Sonera will spend a total of €500 million on developing
new services. The timing and total amount of the expenditures will depend on the market situation and the
availability of resources.

Management expects revenues from Fixed Network Voice and Data Services to grow somewhat in
2000 compared to the previous year, and relative profitability to be on a par with 1999.

The growth in revenues from Equipment Sales and Other Operations is partially seasonal in nature
and thus dependent, with respect to equipment sales, on general market trends. Sonera’s construction and
maintenance business depends principally on the timing of jobs and the bringing in of new customers.
Management expects the profitability for the Equipment Sales and Other Operations business area for the
year ending December 31, 2000 to be on the level achieved in 1999.

STRATEGY

Our objective is to enhance shareholder value by becoming a leading provider of mobile services and
enabling wireless technologies, such as advanced wireless security solutions, in Finland and internationally.
To achieve our objectives, we have adopted the following strategies:

Focus on Becoming a Leading Provider of Data Services for Advanced Mobile Networks

We believe that mobile data will be a fast growing segment of the telecommunications market over the
next several years. Consequently, we plan to further strengthen our ability to deliver mobile data services
both in Finland and internationally. In the Finnish market, we are enhancing our position as the leading
mobile telecommunications operator by increasing the capacity and speed of our wireless network by
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introducing GPRS and UMTS technologies. We have recently begun testing our packet-switched GPRS
network and plan to introduce GPRS services commercially around year end 2000. In March 1999, we were
granted a license to build a third generation national mobile network and plan to commence building our
third generation network based upon UMTS technology beginning in 2001. We expect our third generation
system to support broadband access at speeds up to 2 Mbps, and thus allow for high-speed data transfer
and greater multimedia capability such as videoconferencing. Internationally, we have been active in
participating in auctions for third generation licenses together with a variety of partners. Through Xfera
Moviles S.A., a newly-formed company in which we hold a 15 percent interest, we received one of four
licenses to build and operate a third generation mobile telecommunications network in Spain. We are also
seeking to bid for third generation licenses together with selected partners in other European markets that
we believe are attractive. We also plan to provide our associated companies with strategic and technologi-
cal assistance to bid for third generation licenses and construct high-speed packet-switched GPRS and
third generation networks.

Expand Our Wireless and Internet based Value-Added Content Service Business

We currently offer a mobile portal service, Zed, and an Internet portal service, Sonera Plaza, both of
which are the leading portals of their kind in Finland. Zed aggregates many of the content and transaction-
based services of an Internet portal, such as news, financial transactions, travel services and shopping for
use by mobile subscribers. Sonera Zed has recently begun to offer our portal services on an international
basis, having entered into partnerships with mobile operators in the United States, Germany, Singapore
and a number of other countries. Sonera Zed plans to significantly enhance the global reach and content
breadth of our mobile portal services by entering into distribution arrangements and partnerships with
leading mobile operators and content and service providers. We also expect to upgrade the technological
capabilities of our portal services, which we currently deliver through SMS messages or WAP services, to
function in a UMTS environment. We are also planning to sharpen the focus of our Internet portal,
developing it into a vertically-integrated financial services portal to enhance its appeal and to increase the
potential of deriving significant transaction based revenue from the service. In addition, we are currently
developing a range of ASP services. As a means of enhancing the value of our portal service businesses, we
are currently evaluating whether to sell a portion of our interest in Sonera Zed and Sonera Plaza through
public offerings.

Be a Leader in Developing and Launching New Value-added Services for its Mobile
Telecommunications Subscribers

We are at the forefront of developing new value-added services based on SMS and other technologies
for our mobile telecommunications subscribers. Our SMS services include transmission of SMS messages
to a fax or an e-mail address. Using our mobile information service, a subscriber can send an SMS message
to a special service number and receive an SMS reply with content including weather information, share
price information or news reports. We have also been a pioneer in developing transaction-based SMS
services. Such services include wireless telebanking, through which subscribers can access their bank
accounts, arrange for wire transfers or pay bills. Another of our transaction-based SMS service in the pilot
stage includes an application which allows mobile subscribers to purchase goods from selected vending
machines and other automated service machines through their mobile handsets. In addition to introducing
a variety of new SMS-based value-added services during the second half of 1999, we launched our first
commercial services that utilize WAP. We believe that the third generation mobile service market will
evolve from the current SMS-based value-added service environment to one that utilizes the increasing
transmission capacity of HSCSD, GPRS and UMTS as well as WAP.
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Focus on the Development and Commercialization of Innovative Mobile and Internet Transaction
Technologies

Transaction volumes over the Internet and mobile telephones are expected to grow dramatically in the
next several years. We are actively developing technologies intended to facilitate the growth of Internet
and mobile handset transactions. We offer these technologies independently from our mobile telecommu-
nications network, allowing us to sell them on a global basis. One of our technology offerings that has
reached the commercial stage is our SmartTrust wireless security solution. SmartTrust provides PKI-based
solutions for mobile network operators and service providers, such as banks and brokers, that enable highly
secure mobile e-commerce services. We aim to make SmartTrust one of the world’s leading providers of
wireless security solutions by broadening the functionality of SmartTrust’s current solution and by actively
marketing the SmartTrust solution to a range of leading wireless operators and financial service providers.
We also seek to acquire companies that have core technologies that complement SmartTrust’s technology.
In April 2000, we acquired Across Wireless, a leading provider of wireless Internet based service platforms
that allow wireless operators to deliver high-quality Internet applications to their subscribers, as well as
SIM based WAP browsers and TDMA-based mobile solutions. We are in the process of integrating the
businesses of Across Wireless and SmartTrust so that we can offer a complete range of open standard
solutions for both mobile network operators and service providers and thus speed up the adoption of
wireless e-commerce services. On January 1, 2000, we established SmartTrust as a separately incorporated
subsidiary. To allow our SmartTrust subsidiary greater strategic focus and the ability to better incentivize its
management and employees, we currently plan to sell a portion of our interest in SmartTrust through a
public offering within the next year.

Pursue International Growth in Mobile Telecommunications Markets

Due to the small size of our Finnish home market and its high mobile penetration rate, we believe that
in order to grow, we must continue to selectively expand our mobile presence outside of Finland. We plan
to pursue international growth through our existing associated companies, through potential acquisitions
or investments in, and business combinations or strategic alliances with, mobile network operators and
other industry participants and by bidding for third generation mobile licenses in markets outside of
Finland. We have made significant investments in telecommunications companies outside of Finland that
we believe have substantial growth potential and in which we believe we can apply technical and
commercial know-how developed in the Finnish home market and other markets. Turkcell, the largest of
our international investments, has experienced rapid revenue and profit growth in recent years and has
been the primary contributor to the growth in our equity income from associated companies. Our
associated mobile operators in the Baltic States have also experienced significant revenue, profit and
subscriber growth.

We plan to continue to actively participate in enhancing the value of our associated companies with
mobile operations by providing such operators with strategic and technological assistance to build out and
upgrade their GSM and, in the future, third generation networks and to enable them to offer their
customers a greater variety of value-added and high-speed data services. We also plan to continue to
export our marketing and customer service expertise to our associated companies and to help such
companies bid for third generation mobile licenses in the future. We may also make selective additional
investments in mobile service providers where management believes that there are significant opportuni-
ties for growth. At the same time, we may also decide to dispose of certain of our investments either in part
or in whole in light of market conditions or otherwise in an effort to maximize the return on our
investments. For instance, we expect to sell approximately ten percent of Turkcell’s outstanding shares,
which we hold in one our subsidiaries, in a public offering that commenced in the second half of June 2000.

As part of its mobile growth strategy, we seek to participate in the ongoing consolidation of the mobile
telecommunications industry in Europe and the United States. Management believes that we are well
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positioned to participate in this consolidation because of our role as a leader in mobile telecommunica-
tions services in the sophisticated Finnish market. Any acquisition, investment, business combination or
strategic alliance undertaken in connection with the ongoing consolidation of the industry could increase
our mobile subscriber base substantially and allow us to pursue growth in markets which are significantly
larger and less penetrated than Finland. A significant acquisition, investment, business combination or
strategic alliance could also increase our geographic presence and improve our ability to bid for additional
third generation mobile licenses in markets outside of Finland. We will also continue to evaluate potential
investment opportunities in GSM-based PCS operators in the United States. We believe that having a
larger presence in the United States will facilitate the commercial introduction of our new mobile
applications and advanced Internet services to the U.S. market.

Focus on Corporate Data Solutions and Broadband Services in its Fixed Line Business

We continue to focus on providing complete broadband telecommunications and data solutions to our
corporate customers. We have been actively installing fiber optic loops in the largest cities in Finland and
marketing direct broadband local access to business customers in those areas. We have also concentrated
on developing broadband access solutions such as ADSL, VDSL and LMDS (Local Multipoint Distribu-
tion Services) technology, which is a broadband radio technology able to transmit data at speeds sufficient
to support multimedia services, principally for our corporate customers. With respect to data solutions, we
have been concentrating on the enhancement of our corporate LAN interconnection and management
services, which include intranets with different security options, mobile (including WAP) and remote
access electronic commerce applications and extranet applications, which are intranets that extend to
include selected outside users, such as suppliers, vendors or other partners. We also offer management for
servers and workstations for corporate customers. In addition, we are developing an Internet-based portal
service targeted at business customers through which we plan to aggregate a variety of services that could
be delivered to customers online.

Maintain our Strong and Profitable Position in the Finnish Mobile and Fixed Telecommunications
Market

In the Finnish telecommunications market, we seek to maintain our position as a leading provider of
mobile and fixed network services both to ensure revenue growth and to generate cash to fund our other
strategic initiatives. We also aim to improve productivity and efficiency in our mobile and fixed network
businesses to enhance our overall cash flow. We seek to maintain our position as the leading mobile
communications operator in Finland by expanding our subscriber base and stimulating usage through,
among other initiatives: (1) customer segmentation; (2) customer service; (3) introduction of new products
and services; and (4) continued emphasis on strong retail distribution and high quality customer service.
We also believe that the new organization of our operations into two main areas, Mobile & Media and
Telecom, will help us to improve productivity and efficiency in the domestic market.

We seek to gain new subscribers and stimulate usage across our customer segments by providing a
broad range of customized products and services aimed at attracting high usage customers and maintaining
customer loyalty. Examples include the introduction of GSM tariff plans tailored to the usage patterns of
different business and residential customers. We also seek to maintain our market leadership by being a
forerunner in the development of innovative mobile telecommunications products and services, including a
wide variety of SMS applications, for commercial application. We continue to focus on maintaining the
breadth and quality of our mobile retail distribution network, which has been integral to the growth of our
mobile communications business. We also intend to continue to provide high quality customer service,
largely through our five customer call centers, which provide 24-hour-a-day, seven-day-a-week service.

We seek to maintain our strong position in the domestic fixed network telecommunications market in
the face of increasing competition through, among other actions, offering customers more cost efficient
and higher capacity fixed network access. In the highly competitive domestic long distance and interna-
tional voice markets, we continue to develop new ways of delivering our services. For example, we are
developing a new service that uses IP technology to carry voice transmissions over data networks.
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RISK FACTORS

Our revenues, profitability and growth could decline if the growth in the Finnish telecommunications
market slows.

The telecommunications industry in Finland is currently well developed relative to other European
countries. In particular, Finland has among the highest mobile penetration rates and lowest mobile calling
tariffs in the world. The high penetration rate may make it difficult for us to gain new mobile customers in
the future. This may result in slower growth in the revenues we derive from Mobile Communications, a
significant area of our recent growth, than we have achieved in the past.

Although the mobile penetration rate in Finland increased in 1998 from 42 percent to 57 percent, the
rate of growth slowed during 1999, reaching 67 percent by year end 1999. We believe that this growth will
continue to slow in the future. A significant slowdown in the rate of mobile penetration growth in Finland
could have a negative effect on our future revenue and profit growth in our Mobile Communications
business area.

The failure to develop and implement new technologies and services on a timely basis could cause us
to lose customers.

Our growth strategy depends on the successful introduction of new telecommunications services,
including third generation mobile services. We also plan to invest in the speed and capacity of our wireless
networks by introducing new broadband services based on technologies such as GPRS (General Packet
Radio Service) and UMTS (Universal Mobile Telecommunications System). We will also have to continu-
ally enhance our network independent solutions, including SmartTrust and Sonera Zed, to keep pace with
technological developments and changing customer requirements. Delays or failures in developing or
upgrading these and other new services and solutions or implementing new technologies could result in a
loss of customers or a failure to attract new customers.

Our development of new advanced services could require substantial expenditures and resources and
may not be successful.

As part of our growth strategy, we are developing and commercializing a wide variety of technologi-
cally advanced services. These services include several broadband mobile services, including services that
utilize WAP (Wireless Application Protocol), new mobile transaction security applications, such as
SmartTrust, and advanced mobile Internet services, such as Zed. We expect that these strategic initiatives
will require substantial expenditures and commitment of our human resources. We cannot, however,
assure you that we will be able to successfully market these new services or that the new services will gain
widespread market acceptance.

One of our principal strategies is to become a leading provider of mobile data services based, in part,
on acquiring licenses to operate third generation mobile telecommunications networks in markets
outside of Finland. There is no assurance that we will be able to acquire such licenses on economically
viable terms or that future levels of customer acceptance and use of third generation services will be
sufficient to generate an acceptable return on our investment.

One of our principal strategies is to become a leading provider of mobile data services in both Finland
and internationally. Internationally, we have been active in participating in auctions for third generation
licenses together with a variety of partners. The decision of several national regulatory authorities
including those of the United Kingdom and Germany to hold competitive auctions for national licenses to
build and operate third generation mobile communications networks has substantially driven up the cost of
obtaining such licenses. We face intense competition from other international operators and consortiums,
many of whom have greater economic resources than we do, in bidding for these third generation licenses.
As a result, we may be unable to acquire such licenses on terms that we deem economically reasonable. If
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this were to occur, we might be forced to reconsider part of our international growth strategy of
participating in bids for third generation licenses. In addition, there can be no assurance that future levels
of customer acceptance of third generation services will be sufficient to generate an acceptable return on
investments we have made, or will in the future make, to obtain third generation licenses and upgrade our
networks for third generation services. In particular, it is possible that operators may be forced to pass on
the high costs of obtaining third generation licenses to users of third generation services, which may slow
that market acceptance of third generation services.

Increased competition in the Finnish mobile and fixed network communications markets may result in
decreased tariffs and loss in market share.

We operate in the highly competitive Finnish telecommunications market. As competition continues
to intensify, we may lose market share in both our mobile and fixed-line voice services markets and we
expect to reduce mobile and fixed-line tariffs further.

We believe that our principal competitor in the Finnish mobile communications market, Radiolinja,
will continue to market its services aggressively and that we will face additional competition in the GSM
900 market when a new GSM 900 operator Suomen 2G commences operations later in 2000. We also
expect that the emergence of competing providers of digital GSM (Global System for Mobile Communica-
tions) mobile services operating in the 1800 Megahertz (MHz) frequency band will pressure us to further
decrease the prices we charge for our mobile services. In addition, the commercial introduction in Finland
of third generation mobile services, which we expect will take place in 2002, will open the Finnish mobile
communications market for an additional mobile operator, Finnish 3G Ltd, and may strengthen the
position of Telia Mobile Finland, an existing operator, which is the Finnish branch office of the Swedish
mobile operator, Telia Mobile AB.

In the Finnish fixed-line market, we expect that competition from international telecommunications
operators and alliances such as RSL COM, Facilicom, Uniworld and Tele Nordia will increase, resulting in
further reductions of tariffs. Moreover, new forms of telecommunications that do not use conventional
tariff structures, such as Internet telephony, an application in which voice traffic is routed through the
Internet, are also expected to increase the sources of competition we will face.

Our market position may subject us to legal constraints that may negatively impact revenues.

We are deemed by the Finnish Ministry of Transport and Communications to be an operator with
significant market power in long distance, international, international transit and mobile telecommunica-
tions throughout Finland and in local voice telephony in our traditional service areas. We are therefore
obligated under the Finnish Telecommunications Market Act to charge other operators cost-related tariffs
for mobile network services, public fixed network services, leased lines and interconnection. This means
that the amounts we charge for these services must be related to the costs of providing the services. We are
also obliga