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EB in 2012

EB reports its 2012 financial results, as provided
by the IFRS5 standard, divided between Con-
tinuing and Discontinuing Operations. Wireless
Business Segment’s Test Tools product business,
sold after the reporting period on January 31,
2013, is classified as Discontinuing Operations
in the financial statement 2012. More informa-
tion about the sale of the Test Tools product
business in chapter “Business Segments and
Market Outlook” on page 14.

The figures of the 2012 include the following
non-recurring items totaling approximately EUR
4 million:

« non-recurring costs of EUR 1.2 million related
to collecting the receivables from TerreStar
Companies during the first three quarters and
non-recurring income of EUR 1.2 million and
a positive cash flow impact of EUR 10.8 mil-
lion resulting from the settlement payment of
USD 13.5 million received in the reorganiza-
tion case of TerreStar Corporation in the third
quarter; and

- non-recurring items of approximately EUR 4
million in total, booked in the fourth quarter
of 2012, as result of the financial challenges
faced by a US based customer of EB’s subsid-
iary, Elektrobit Inc.
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EB’s net sales from continuing operations in
2012 grew by 25.3 per cent year-on-year to
EUR 185.4 million (EUR 148.0 million in 2011).
Operating profit from continuing operations,
including the above mentioned non-recurring
items of approximately EUR 4 million in total,
was EUR 2.5 million (operating loss of EUR -5.5
million, including EUR 0.9 million non-recurring
costs related to collecting the receivables from
TerreStar Companies, in 2011). Operating profit
from continuing operations without these non-
recurring items was EUR 6.5 million (operating
loss of EUR -4.6 million in 2011).

Net sales of the Automotive Business Seg-
ment grew in 2012 to EUR 122.1 million (EUR
98.3 million in 2011), representing 24.3 per cent
growth year-on-year. Net sales grew in the in-
fotainment solutions, ECU and driver assistance
markets; in all the main areas where the Com-
pany operates. The operating profit was EUR
4.7 million (EUR 0.8 million in 2011). Operating
profit improved clearly year-on-year but was
below the targets due to the higher than ex-
pected costs in some projects.

The Wireless Business Segment’s net sales
from continuing operations in 2012 grew 27.7
per cent year-on-year, to EUR 63.5 million
(EUR 49.8 million in 2011). The net sales grew
in the defense and public safety markets, as
well as in the R&D Services markets for mo-
bile infrastructure and wireless connectivity.
The operating loss from continuing operations
of the Wireless Business Segment in 2012 was
EUR -2.2 million, including the above mentioned
non-recurring items of approximately EUR 4
million in total (operating loss of EUR -6.2 mil-
lion, including EUR 0.9 million non-recurring
costs related to collecting the receivables from
TerreStar Companies, in 2011). Wireless Busi-
ness Segment’s operating profit from continu-
ing operations without the above-mentioned
non-recurring items was EUR 1.8 million (oper-
ating loss of EUR -5.3 million in 2011).

EB’s EBITDA from continuing operations in
2012 was EUR 9.8 million (EUR 3.0 million in
2011). Automotive Business Segment’s EBITDA

was EUR 9.0 million (EUR 6.0 million in 2011)
and Wireless Business Segment's EBITDA from
continuing operations was EUR 0.7 million (EUR
-3.3 million in 2011).

Cash flow from operating activities in 2012
was EUR 8.1 million (EUR 5.3 million in 2011) in-
cluding an approximately EUR 10.8 million posi-
tive cash flow effect resulting from the settle-
ment payment in the reorganization cases of
TerreStar Corporation in the third quarter of
2012. Net cash flow in 2012 was EUR 5.5 million
(EUR -10.6 million in 2011). Both cash flows in-
clude continuing and discontinuing operations.

Cash and other liquid assets at the end of
2012 were EUR 15.5 million (EUR 10.0 million
on December 31, 2011). The increase in cash re-
serves is mainly a result of USD 13.5 million pay-
ment from TerreStar Corporation and increased
use of credit limits. EB has from Nordea Bank
plc. a committed credit facility agreement and a
revolving credit facility agreement of altogether
EUR 20 million, valid until June 30, 2014. EUR
11.3 million of these facilities was used at the
end of the reporting period. Equity ratio was
54.7% (62.8% in 2011).

The total R&D investments in continuing op-
erations in 2012 were EUR 22.2 million (EUR 22.1
million in 2011), equaling 12.0% of the net sales
(15.0% in 2011). The share of R&D investments
in Automotive Business Segment was EUR 18.1
million (EUR 18.0 million in 2011) and in Wireless
Business Segment in continuing operations EUR
4.1 million (EUR 4.1 millionin 2011). R&D invest-
ments in discontinuing operations were EUR 2.6
million. EUR 2.9 million of R&D investments of
the reporting period were capitalized (EUR 6.6
million in 2011). Depreciations of R&D invest-
ments were EUR 0.9 million during the report-
ing period (EUR 1.6 million in 2011). The amount
of capitalized R&D investments at the end of
December 2012 was EUR 13.5 million. A signifi-
cant part of these capitalizations is related to
customer agreements of Automotive Business
Segment, where future license fees, based on
the actual car delivery volumes, are expected
to accumulate in the coming years.
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EB in 2012

0On March 26, 2012 the Annual General Meeting
approved the annual accounts for the financial
year 2011, discharged the Company’s manage-
ment from liability, decided according to the
proposal by the Company’s Board of Direc-
tors that no dividend shall be paid, elected the
Board members and the auditor and decided
their remuneration. The Board of Directors was
authorized to decide on the repurchase of the
Company’s own shares, the issuance of shares
as well as the issuance of special rights entitling
to shares.

On May 11, 2012 EB announced to have
signed committed credit facility agreements
with Nordea Bank Finland plc. According to the
agreements, the EUR 10 million credit facility
agreement, valid until June 30, 2012, was ex-
tended and, in addition, a new EUR 10 million
revolving credit facility agreement was signed.
These facilities, intended for general financing
purposes, are valid until June 30, 2014.

On June 21, 2012 EB lowered its operating
result guidance for the first half of 2012 and
gave more precise guidance for the whole year
2012 so that EB expected the operating result
of the second quarter of 2012 to stay below the
level of the first quarter 2012 (EUR 0.9 million,
1Q 2012), and that EB expected for the first half
of 2012 that net sales will grow clearly from the
previous year (EUR 76.1 million, 1H 2011), and
the operating result will be close to zero level
(operating loss of EUR -4.4 million, 1H 2011).
EB announced that due to the lowered oper-
ating result outlook for the first half of 2012,
also the outlook for the whole year 2012 was
lowered, however, EB still expects for the year
2012 that the net sales and operating result will
grow clearly from the previous year (net sales
of EUR 162.2 million, and operating loss of EUR
-4.0 million in 2011). The reason for the changed
operating result outlook was that the company
booked a provision of EUR 0.8 million due to
the estimated costs related to collecting the
receivables from TerreStar Companies, and in
addition, it became obvious, that the operating
profit in both Automotive and Wireless Business
Segments during the second quarter of 2012
will remain somewhat lower than planned
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mainly due to the higher than estimated proj-
ect costs. Regarding the company’s net sales,
the outlook was not changed.

On August 2, 2012 Elektrobit Inc. (a sub-
sidiary of Elektrobit Corporation) and TerreStar
Corporation and certain of its preferred share-
holders entered into a settlement between the
parties in resolution of all disputes between EB
and other parties in the TerreStar Corporation
Chapter 11 reorganization cases under United
States Bankruptcy Code. On August 24, 2012,
the United States Bankruptcy Court formally
approved the settlement. EB received a cash
payment of USD 13.5 million (EUR 10.8 million)
in full and final satisfaction of its claim against
TerreStar Corporation and in resolution of all
disputes between EB and other parties on Au-
gust 28, 2012. The settlement does not include
the TerreStar Networks Chapter 11 cases, which
remain pending, and does not include any dis-
tribution therefrom that may be available for
EB. The settlement payment in the TerreStar
Corporation Chapter 11 cases resulted a non-
recurring positive effect of approximately USD
1.6 million (EUR 1.2 million) to EB’s operating re-
sult, and a non-recurring positive effect of USD
13.5 million (EUR 10.8 million) to EB’s cash flow
in the third quarter of 2012.

On October 26, 2012 EB announced that
Elektrobit Automotive GmbH, a subsidiary of
Elektrobit Corporation and Audi Electronics
Venture GmbH (AEV), a subsidiary of AUDI AG,
have decided to expand their joint venture ac-
tivities from infotainment software to provide
systems integration and systems engineering
services to AUDI AG and other VW Group com-
panies for their future connected infotainment
solutions. To build the required engineering
competences and capacity, the joint venture an-
nounced to establish a new site in Ulm, Germa-
ny and plans to hire up to 100 R&D engineers by
the end of 2013, leveraging the existing knowl-
edge base and competency in systems integra-
tion and software development in the Ulm area.
EB announced that the expansion of the joint
venture has no significant impact on the net
sales, operating result and balance sheet of EB
in 2012 and 2013, and thereby has no material
impact on EB’s financial outlook for 2012.

In October 2010 EB’s customer TerreStar Net-
works and certain other affiliates of TerreStar
Corporation, and in February 2011 the parent
company TerreStar Corporation, filed voluntary
petitions for reorganization under Chapter 11 of
the United States Bankruptcy Code to strengthen
their financial position. EB has claimed its receiv-
ables as well as additional costs resulting mainly
from the ramp down of the business operations
between the parties totaling to USD 27.9 million
in the Chapter 11 cases of both TerreStar Net-
works and TerreStar Corporation.

On August 2, 2012 Elektrobit Inc. (a subsidiary
of Elektrobit Corporation) and TerreStar Corpo-
ration and certain of its preferred shareholders
entered into a settlement between the parties in
resolution of all disputes between EB and other
parties in the TerreStar Corporation Chapter 11
reorganization cases under United States Bank-
ruptcy Code. On August 24, 2012, the United
States Bankruptcy Court formally approved the
settlement. EB received a cash payment of USD
13.5 million (EUR 10.8 million) in full and final
satisfaction of its claim against TerreStar Corpo-
ration and in resolution of all disputes between
EB and other parties on August 28, 2012. The
settlement does not include the TerreStar Net-
works Chapter 11 cases, which remain pending,
and does not include any distribution therefrom
that may be available for EB.

The settlement payment in the TerreStar
Corporation Chapter 11 cases resulted a non-re-
curring positive effect of approximately USD 1.6
million (EUR 1.2 million) to EB’s operating result,
and a non-recurring positive effect of USD 13.5
million (EUR 10.8 million) to EB’s cash flow in the
third quarter of 2012. Due to the uncertainties
related to the accounts receivable, EB booked on
inpairment of accounts receivable in the amount
of EUR 8.3 million during the second half of 2010.

More information on collecting the receiv-
ables from TerreStar companies’, and other
matters related to risks and uncertainties, are
presented in the Report by the Board of Direc-
tors on page 43-44.



The Purpose of EB is to enrich people’s lives
through innovative technologies, products and
solutions.

EB’s vision is that we are the innovation part-
ner for our customers by offering value creating
solutions in the automotive and wireless envi-
ronments.

According to its strategy, EB continues to focus
on two Business Segments - Automotive and
Wireless. EB’s objective is to be a leading pro-
vider of solutions, products and services in its
selected businesses. The most important short-
term objective is to increase the operating profit
from previous year.

In Automotive Business Segment EB offers
software products and R&D services for car-
makers, car electronics suppliers and other

suppliers to the automotive industry. The offer-
ing includes in-car infotainment solutions, such
as navigation and human machine interfaces
(HMI), as well as software for electronic con-
trol units (ECU) and driver assistance. By com-
bining its software products and R&D services,
EB is creating unique, customized solutions for
the automotive industry. EB aims to develop
its business model to become more software
products driven, which will gradually make EB’s
net sales more directly dependent on car pro-
duction volumes during the next few years. In
the Automotive Business Segment the objec-
tive is to increase the net sales at least at the
same pace with the automotive software market
growth.

In the Wireless Business Segment EB offers
products and product platforms for defense and
public safety markets as well as for the indus-
trial use, and product development services and
customized solutions for wireless communica-
tions markets and for other companies needing
wireless connectivity for their devices targeted

EB in 2012

for consumers or professional use. EB also of-
fers its customers EB-designed devices by utiliz-
ing manufacturing partners. EB’s offering to its
customers and EB’s competitiveness are based
on strong and broad expertise in radio technol-
ogy, embedded software solutions, electronics,
and product integration. In the Wireless Busi-
ness Segment the objective is to gradually in-
crease the net sales during the next few years.

EB will continue its focused R&D investments
in the Automotive and Wireless Business Seg-
ments. EB will further develop partnerships and
identify M&A opportunities that will increase
the company’s competitiveness and broaden
the market opportunities.

EB Annual Report 2012
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EB in 2012

Consolidated Statement of Comprehensive Income (MEUR)

CONTINUING OPERATIONS 2012 2011
NET SALES 185.4 148.0
Other operating income 2.3 2.3
Change in work in progress and finished goods -0.2 0.0
Work performed by the undertaking for its own purpose

and capitalized 0.6 0.4
Raw materials 74 -6.7
Personnel expenses -105.5 -92.7
Depreciation 73 -8.5
Other operating expenses -65.4 -48.4
OPERATING PROFIT 2,5 -5.5
Financial income and expenses -0.5 -04
RESULT BEFORE TAX 2.0 -5.9
Income taxes 0.1 -0.6
PROFIT FOR THE YEAR FROM CONTINUING OPERATIONS 2.1 -6.5
Profit for the year from discontinuing operations 1.2 1.5
PROFIT FOR THE YEAR 3.3 -5.1
Other comprehensive income:

Exchange differences on translating foreign operations 0.2 -0.2
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 3.5 -5.2
Profit for the year attributable to

Equity holders of the parent 2.3 -5.3

Non-controlling interests 1.0 0.2
Total comprehensive income for the period attributable to

Equity holders of the parent 2.5 -5.5

Non-controlling interests 1.0 0.2
Earnings per share for profit attributable to the shareholders of the parent company
Earnings per share from continuing operations, EUR

Basic earnings per share 0.01 -0.05

Diluted earnings per share 0.01 -0.05
Earnings per share from discontinuing operations, EUR

Basic earnings per share 0.01 0.01

Diluted earnings per share 0.01 0.01
Earnings per share from continuing and
discontinued operations, EUR

Basic earnings per share 0.02 -0.04

Diluted earnings per share 0.02 -0.04
Net gearing, % 4.1 14
Equity ratio, % 54.7 62.8

EB Annual Report 2012



CEQ’s Review

EB in 2012

EB’s net sales from continuing operations dur-
ing the year 2012 grew strongly by approxi-
mately 25 per cent thanks to the growth of the
both Business Segments. Automotive Business
Segment continued its strong growth, that has
lasted for several years, in the automotive soft-
ware products and R&D services in infotain-
ment, driver assistance and Electronic Control
Units (ECU) markets. It was especially delight-
ful that the Wireless Business Segment turned
to growth, which came from the defense and
public safety markets, as well as from the R&D
services markets for mobile infrastructure and
wireless connectivity.

Thanks to the strong growth in net sales,
EB’s operating result in 2012 improved clearly
year-on-year and was EUR 2.5 million positive.
Operating result was less than targeted due to
the non-recurring items and higher than expect-
ed costs in some projects. Operating result with-
out non-recurring items was EUR 6.5 million.

In Automotive Business Segment we contin-
ued to invest significantly in R&D of our software
products and announced several updates to our
products, and also the availability of our naviga-
tion software in the new AUDI A3 and VW Golf
VIl car models. Part of the R&D investments was
targeted to customer specific products, where
future license fees, based on the actual car de-

livery volumes, are expected to accumulate in
the coming years. Our jointly owned company
with AUDI, e.solutions GmbH, progressed ac-
cording to its targets in developing high-end in-
fotainment systems. In October, we announced
to expand the activities in e.solutions GmbH to
include systems engineering and systems inte-
gration services. The outlook for growth of the
jointly owned company in 2013 is good.

EB continued its R&D investments in prod-
ucts and product platforms for the defense and
public safety markets in the Wireless Business
Segment’s continuing operations. During the
fourth quarter, EB made the first deliveries of
its Tough VoIP products and the first series of
Tactical Wireless IP network communications
system for the Finnish Defence Forces.

The settlement made with TerreStar Cor-
poration in August, and the related settlement
payment of approximately EUR 10.8 million for
our receivables concluded our 1.5 years long
process of collecting the receivables from Ter-
reStar Corporation in its reorganization cases in
the USA. The reorganization case of TerreStar
Networks is still ongoing.

At the end of January 2013 EB sold its Test
Tools product business for EUR 31.0 million.
For EB, this transaction gives good cash con-
sideration for the business, a significant non-

The demand for EB’s products and services is
expected to remain good during 2013 and our

main target is to annually increase the operating
profit from the previous year. | want to thank our
personnel, our customers and partners for the good

cooperation and valuable achievements in 2012.

Jukka Harju
CEO

recurring profit and cash increase, and it fur-
ther strengthens EB’s financial position. After
this divestiture, our Wireless Business Segment
is more focused in the markets, which offer EB
larger long term growth potential. In the finan-
cial statement 2012 the sold Test Tools product
business is classified as Discontinuing Opera-
tions as provided by the IFRS5 standard.

At the end of the reporting period, EB’s eq-
uity ratio was 54.7 per cent. Cash and other lig-
uid assets were EUR 15.5 million and the amount
of interest-bearing debt, including finance lease
liabilities, at the end of the reporting period was
EUR 18.3 million. From altogether EUR 20 mil-
lion of the committed credit facility agreement
and a revolving credit facility agreement EUR
11.3 million was used at the end of the year.

The amount of the personnel increased by
263 employees: 235 employees in the Automo-
tive Business Segment and 29 employees in the
Wireless Business Segment. The increase took
mainly place in Germany.

EB Annual Report 2012
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Business Segments and Market Outlook

Business Segments and Market Outlook

EB has two
Business Segments:
Automotive and Wireless.

EB Annual Report 2012

Automotive
Business Segment

Automotive Business
Segment in 2012

In Automotive Business Segment EB offers soft-
ware products and R&D services for carmakers,
car electronics suppliers and other suppliers to
the automotive industry. The offering includes
in-car infotainment solutions, such as naviga-
tion and human machine interfaces (HMI), as
well as software for electronic control units
(ECU) and driver assistance. By combining its
software products and R&D services, EB is cre-
ating unique, customized solutions for the au-
tomotive industry.

EB and AUDI’s subsidiary, Audi Electron-
ics Venture GmbH (AEV), have a joint venture
e.solutions GmbH that is currently developing
infotainment software and provides systems
engineering and systems integration services
for Volkswagen Group car models. EB owns 51%
of e.solutions GmbH and AEV 49%.

During 2012 carmakers continued to invest
in software for new car models and the demand
for EB’s software products and services was at
a good level. EB also continued significant R&D
investments that were at the same level as dur-
ing the last year.

In the beginning of 2012 EB initiated coop-
eration with INRIX (leading provider of traffic
and driver-service information), to develop a
versatile navigation solution linking map data
and "smart traffic” information for a better con-
sumer experience. With real-time traffic data
from INRIX, EB street director enables innova-
tive 3-D map displays; speed alerts, speed-limit
assistance, and traffic-jam information.

In 2012 EB released two new versions of its
HMI (Human Machine Interface) development
platform EB GUIDE. EB GUIDE 5.3 is the most
comprehensive and powerful HMI (Human
Machine Interface) development platform for
the development and delivery of applications,
media and advanced graphics for automotive

devices. With EB GUIDE 5.3, EB is presenting a
flexible, comprehensive and industry leading
software tool with multi-touch features along
with a more fluent presentation of vector
graphics, and the drivers will benefit from the
same rich experiences in their cars as in mobile
phones or tablets. The next version of the devel-
opment platform, EB GUIDE 5.4, was launched
in the fourth quarter of 2012. The new version
includes support for speech, multi-touch, and
gesture interaction, as well as a technology
demonstrator for integration of web-based ap-
plications based on e.g. HTMLS.

In the fall 2012 AUDI announced that it will
use e.solutions GmbH’s infotainment system
in its new A3 model’s high-end infotainment
system. The software from e.solutions” also in-
cludes EB street director navigation software as
well as EB GUIDE STF system speech dialogue
technology. The system, based on e.solutions
software, offers features like 3D views, a de-
tailed Google Earth and Google Street View
display, and integrated online services like
Facebook and Twitter. The new VW Golf VII
was launched during the fall, integrating EB’s
speech and navigation technologies in its info-
tainment system.

In the ECU domain EB successfully delivered
the first AUTOSAR 4.0 and 3.2 compliant ba-
sic software and tools, which are meeting the
demand from leading carmakers. The prod-
uct portfolio was also extended with software
modules supporting the development of ECU
according to the recently published
IS0 26262 safety standard.

In the Driver Assistance domain new ver-
sions of EB’s development tool were released
and engineering service business was ramped
up with a leading OEM.

During 2012 EB Automotive opened a legal
entity in Shanghai, People’s Republic of China.
The demand for automotive software solutions
and services in China is rising quickly. China is
one of the key markets for EB. China produces
about 18 million vehicles per year ( JD Power:
4Q 2012 vehicle production forecast). The new
office provides EB the possibility to support a



larger customer base in China and the neigh-
boring markets in Central Asia.

e.solutions GmbH progressed well and ac-
cording to its targets in developing high-end
infotainment systems. In October 2012 EB an-
nounced that the activities in e.solutions GmbH
will be expanded to include systems engineer-
ing and systems integration services to AUDI AG
and other VW Group companies for their future
connected infotainment solutions. To build the
required engineering competences and capac-
ity, the joint venture established a new site in
ulm, Germany. By the end of 2013 e.solutions
is planning to hire up to 100 R&D engineers in
ulim, leveraging the existing knowledge base
and competency in systems integration and
software development in Ulm area. At the end
of 2012, the joint venture had more than 200
employees, and its head office is located in In-
golstadt, Germany.

Automotive Business
Segment in Figures

Net sales of the Automotive Business Segment
continued its strong growth in 2012 to EUR 122.1
million (EUR 98.3 million in 2011), representing
24.3 per cent growth year-on-year. Net sales
grew in the infotainment solutions, ECU, and
driver assistance markets; all the main areas
where the Company operates. The operating
profit was EUR 4.7 million (EUR 0.8 million in
2011). Operating profit improved clearly year-
on-year but was below he targets due to the
higher than expected costs in some projects.

Automotive Business Segment’s
Products and Services

EB offers products and services tailored to the
specific needs of carmakers and automotive
suppliers that help them save costs and adapt
to the constantly changing market demands.
EB’s products and services in the Automotive
Business Segment are:

Business Segments and Market Outlook

« EB GUIDE - an innovative, flexible HMI devel-

opment and speech dialog platform;

+ EB street director - a versatile navigation

software platform with customization capa-
bilities;

+ EB Assist ADTF - an extensive software de-

velopment kit for driver assistance solutions;

+ EB tresos - a product line of seamlessly col-

laborating AUTOSAR software components
used in ECUs (Electronic Control Units) and
tools for their configuration;

+ Engineering services - comprehensive ser-

vices concerning the software development
for infotainment, driver assistance and ECU
in the automotive industry.

1
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Business Segments and Market Outlook

The Releases of
Automotive Business
Segment in 2012

- In December EB announced to have devel-
oped the navigation and user experience fea-
tures in the new Volkswagen Golf VIl standard
infotainment system. The head unit as a com-
plete system, the hardware, and the software
was developed by Panasonic Automotive Sys-
tems. EB provided navigation, speech dialog
software, and HMI tooling for this highly so-
phisticated system.

« In October EB and Audi Electronics Venture
GmbH (AEV), a subsidiary of AUDI AG, de-
cided to expand their joint venture activities
in e.solutions GmbH to include systems engi-
neering and provide systems integration ser-
vices to AUDI AG and other VW Group compa-
nies for their future connected infotainment
solutions. EB also announced that in order to
build the required engineering competences
and capacity, the joint venture will establish a
new site in Ulm, Germany, with a plan to hire
up to 100 R&D engineers by the end of 2013.

« In October EB released the latest version of
the HMI development platform EB GUIDE, the
EB GUIDE 5.4. This new version is a complete
software solution that includes support for
speech, multi-touch, gesture interaction, and
a technology demonstrator for integration of
web-based applications based on e.g. HTML5.

« In June EB announced the new version of its

HMI development platform, EB GUIDE 5.3, with

rich multi-touch features and performance

improvements.

In March EB announced the expansion into

the People’s Republic of China with the for-

mation of EB Automotive Software (Shanghai)

Ltd., the legal entity in Shanghai.

«In January EB and INRIX presented street
smart automotive technology; EB street di-
rector navigation technology linking map data
and "smart traffic” information from INRIX, at
Consumer Electronics Show (CES) in Las Ve-
gas, USA.

EB Annual Report 2012

Automotive Market Outlook

The demand for EB’s products and services is
estimated to develop positively year-on-year
during 2013 in Automotive Business Segment.
The uncertainty in the market outlook for the
global car industry has grown recently especial-
ly in Europe where the number of cars sold is
expected to decrease in 2013 from 2012, while
in the USA, and China and other developing
countries, the market is expected to grow. De-
spite the uncertainties, many carmakers have
continued their good financial performance al-
so during the second half of 2012. The slowing
down of the markets affects decreasingly also
to the carmakers’ R&D investments. However,
carmakers will continue to invest in automotive
software for new car models, and the market
for automotive software products and services
is estimated to continue growing during 2013,
but at a slower pace than in the years before.

In the labor market, particularly in Germany,
competition in hiring talented engineers is still
tight and is slightly slowing down the growth
of the number of personnel, thereby impacting
the growth of the services business. e.solutions
GmbH, the joint venture with AUDI, succeeded
to grow its personnel significantly during the
end of 2012 after announcing the decision to ex-
pand its business, and the outlook for the joint
venture’s growth in 2013 is good.

A Roland Berger study estimates the share
of electronics in cars will grow from 23 per cent
in 2010 to 33 per cent until 2020. The shift to
greater electronic content in cars has been un-
derway for several years and has initiated such
major innovations as security systems, anti-lock
brakes, engine control units, driver assistance,
and infotainment. These features have become
so enormously popular that they are now widely
available, in both low-end and high-end vehi-
cles, demonstrating that consumers are will-
ing to pay for technology that enhances their
driving experience. Further market growth is
expected e.g. in the areas of Driver Assistance
and Connected Car solutions. Connectivity with
the cloud can provide several enhancements to
car functions such as navigation. EB is already
working with INRIX and other traffic providers

to have real-time traffic information, which can
provide navigation with daily relevance to the
drivers. Audi Connect is one example of such
advanced connected services into the car.

The increasingly sophisticated and net-
worked features and growing performance fos-
ter the complexity of automotive electronics.
At the same time consumers expect the same
richness of features and user experience they
know from the internet and mobhile devices also
within the car. Carmakers have been steadily
integrating more electronic components into
vehicles. These development trends are driv-
ing the industry towards gradual separation of
software and hardware in electronics solutions
in order to manage the architectural software
layer appropriately and to aim for efficiency
in innovation and implementation. The use of
standard software solutions is expected to in-
crease in the automotive industry. This enables
faster innovation, improves quality and devel-
opment efficiency and reduces complexity re-
lated to deployment of software.

The fundamental industry migration and
consequent growth of the automotive software
market will continue. Cost pressures of the au-
tomotive industry are expected to accelerate
the need for productized and efficient software
solutions EB is offering. The estimated annual
automotive software market growth rate until
2019 is expected to exceed the growth rate of
passenger car production volume that is esti-
mated to be 5.5% CAGR (LMC Automotive’'s Q4
2012 Forecast).

EB’s net sales cumulating from the auto-
motive industry is currently primarily driven
by the development of software and software
platforms for new cars and by sales of software
licenses needed in product development. Hence
the dependency of EB’s net sales on car produc-
tion volumes is currently limited. The direct de-
pendency on production volumes will increase
over the forthcoming years as a result of the
EB’s transition towards software product busi-
ness models.
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Business Segments and Market Outlook

Wireless Business Segment in 2012

In the Wireless Business Segment EB offers
products and product platforms for defense and
public safety markets as well as for the indus-
trial use, and product development services and
customized solutions for wireless communica-
tions markets and for other companies needing
wireless connectivity for their devices targeted
for consumers or professional use.

During 2012 EB’s net sales in Wireless Busi-
ness Segment grew year-on-year due to the
good demand in the mobile infrastructure
R&D, defense and public safety markets. The
commercialization of LTE (Long Term Evolu-
tion) technology continued to create demand

Propsim product family
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for R&D services in the mobile infrastructure
R&D markets. The demand for connected de-
vices related R&D services emerged clearly dur-
ing the year. Along with the growing demand,
the amount of personnel in Wireless Business
Segment grew by 29 new employees during last
year.

Technology co-operation was started with
Renesas Mobile Corporation, when EB an-
nounced it licenses Renesas multiband chipset
for its mobile platform targeted to public safety
markets. EB delivered Tough VolP products and
first series of Tactical Wireless IP network com-
munications system for the Finnish Defence
Forces.

In spring EB closed its Wireless Business
Segment site in Espoo and consolidated op-
erations in Finland in its larger units in Oulu,
Kajaani and Tampere. All employees in Espoo

The Sale of the Test Tools
Product Business in January 2013

On January 28, 2013 EB signed an agreement under
the terms of which EB agreed to sell its Test Tools
product business to Anite plc. The sale of the busi-
ness was completed on January 31, 2013. EB reports
its 2012 financial results, as provided by the IFRS5
standard, divided between continuing and discontinu-
ing operations. Test Tools product business, sold after
the reporting period, is classified as discontinuing op-
erations in this financial statement. All net sales and
operating result EB has reported include only figures
of continuing operations.

The products of the Test Tools product business
were radio channel emulators, the EB Propsim F32,

EB Counter RCIED Platform,
EB Wideband COMINT Sensor and
EB Tactical Wireless IP Network products

site were offered positions in Company’s other
sites, mainly in Finland. By closing the site EB
rationalized its operations and improved the
cost structure.

In January 2013, one of Wireless Business
Segment’s US based customer faced financial
challenges. Due to the significant risk of the
customer’s insolvency, EB booked an impair-
ment of all accounts receivable from the cus-
tomer, did not recognize revenue for the work
already done for the customer project, and
booked a cost reserve related to purchase ob-
ligations of the customer project. As a result
EB’s operating result of the fourth quarter de-
creased by approximately EUR 4 million in total,
due to which EB had to lower its profit guidance
for 2012.

F8 and FS 8 and their related test applications. The
market for the Test Tool products is a global niche
market where the Propsim products have gained a
strong position over years. However, as the only test
product line of EB, the Test Tools business offered only
limited long-term growth opportunities for EB.

For EB, this transaction gives good cash consid-
eration for the business, a significant non-recurring
profit and cash increase, and it further strengthens
EB’s financial position. After this divestiture, the Wire-
less Business Segment is more focused in the markets,
which offer EB larger long term growth potential.



Wireless Business Segment in
Figures, Continuing Operations

The Wireless Business Segment’s net sales from
continuing operations in 2012 grew 27.7 per cent
year-on-year, to EUR 63.5 million (EUR 49.8 mil-
lion in 2011). The net sales grew in the defense
and public safety markets, as well as in the R&D
Services markets for mobile infrastructure and
wireless connectivity.

The operating loss from continuing opera-
tions of the Wireless Business Segment in 2012
was EUR -2.2 million including non-recurring
items of approximately EUR 4 million in total
(operating loss of EUR -6.2 million in 2011, in-
cluding EUR 0.9 million non-recurring costs re-
lated to collecting the receivables from Terre-
Star Companies). Wireless Business Segment’s
operating profit from continuing operations
without the non-recurring items was EUR 1.8
million (operating loss of EUR -5.3 million in
2011).

Wireless Business Segment’s
Products and Services

EB’s products and services in the Wireless Busi-
ness Segment are:
«EB Tactical Wireless IP Network
for tactical communications
«EB Tough VolP
for tactical IP-based communication
*EB Wideband COMINT Sensor
for signals intelligence
* EB Counter RCIED Platform
for electronic warfare
« EB Specialized Device Platform
Android-based device platform
«EB LTE Connectivity Module
LTE based module platform

For the latest wireless technologies and appli-
cations EB offers also a broad range of R&D ser-
vices such as consulting, integration, software
and hardware development.

The Releases of Wireless
Business Segment in 2012

«In December EB delivered the first series of
Tactical Wireless IP Network communication
systems to Finnish Defence Forces.

«In October EB announced the delivery of its
EB Tough VolIP tactical communication sys-
tems to the Finnish Defence Forces.

In August EB and TerreStar Corporation and
certain of its preferred shareholders, entered
into a conditional agreement of settlement of
the various disputes between them in Terre-
Star Corporation Chapter 11 reorganization
cases, which was later approved by the court
and based on which EB received a cash pay-
ment of USD 13.5 million in the TerreStar Cor-
poration reorganization cases.

« In August at APCO exhibition in the USA, EB
demonstrated LTE band 14 functionality on its
EB Specialized Device Platform, which pro-
vides customized LTE mobile devices for pub-
lic safety markets.

«In May at Eurosatory 2012 exhibition, EB dem-
onstrated state of the art tactical communica-
tions, electronic warfare, signals intelligence
and Mobile Ad-hoc Network (MANET) test solu-
tions.

«In April EB updated its defense product port-
folio with the new EB Tough Voip desktop and
field phone.

«In February EB announced that it had licensed
from Renesas mobile corporation multi-band
chipset for its EB Specialized Device Platform
targeted to public safety market.

In January EB was selected by Raptor-ID to
develop the RaptorPad and RaptorOne - high-
tech biometric devices for the US government
markets.

Wireless Market Outlook

In the Wireless Business Segment, EB’s custom-
ers operate in various industries, each of them
having own industry specific factors driving the
demand. A common factor creating demand
among the whole customer base is the intro-
duction of new technologies. The implementa-
tion of LTE (Long Term Evolution) technology
continues to be the most important technologi-
cal change driving the demand, and in 2013 EB’s
business driven by LTE is expected to stay at the
same level as in 2012. Mastering of multi-radio
technologies and end-to-end system architec-
tures covering both terminals and networks
has gained importance in the complex wireless
technology industry.

The global defense market is estimated to
remain stable during 2013. EB currently aims
at bringing its products to the global defense
market with the target to gradually increase the
product sales in the next few years. The devel-
opment of defense budgets varies geographi-
cally with budget cuts in the western markets

Business Segments and Market Outlook

and increases in Asia and South America. In
Tactical Communications, the growing impor-
tance of situational awareness shared by mili-
tary forces creates needs for new broadband
networks, such as EB’s IP (Internet Protocol)
based tactical communications solutions. The
defense market is characterized by long sales
cycles driven by purchasing programs of na-
tional governments, and the purchases of the
selected products take place over several years.

For the markets of national security and
other authorities, EB offers specialized solu-
tions based on customizing its product plat-
forms. The trend of adopting new commercial
technologies, such as LTE and smart phone re-
lated software applications, is expected to con-
tinue in special verticals such as public safety.
The specific LTE frequency band allocations for
authorities create demand for customized LTE
devices. These markets have special require-
ments and the volumes are lower than in the
mass-markets. The US public safety market is
progressing, although slowly, towards a nation-
wide LTE network.

In the mobile infrastructure market the
use of LTE technology is expected to contin-
ue strong. For the mobile infrastructure mar-
ket this creates the need for services for LTE
base station design. There is a wide range of
frequencies allocated for LTE globally thus cre-
ating a need to develop multiple products to
cover the market, and creating a need for R&D
services for design of product variants. Need for
R&D services for connected devices for various
end user needs emerged during 2012 and this
trend is expected to continue in 2013.

EB Annual Report 2012
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Personnel

General

At the end of 2012 EB employed 1870 profes-
sionals in Germany, Finland, Austria, France,
Romania, United States, China and Japan. The
number of employees grew both in Automotive
Business Segment and in Wireless Business
Segment. The average age of the personnel
was 37. Design engineers constituted clearly
the largest proportion of the personnel.

Core Competences

EB is known for its high-level competences in
automotive software and radio technologies
and for its strong R&D culture. Therefore con-
tinuous improvement of operations and compe-
tences is very important for the future success
of the Company, as well as for partnerships,
customers and the research and education
communities around EB. This is implemented by
developing the core competences systematical-
ly, by providing new innovative challenges and

opportunities for specialists, and by encourag-
ing them to creative thinking and effective col-
laboration.

EB’s core competences in Automotive Busi-
ness Segment are automotive-grade embedded
software in Electronical Control Units (ECU),
Human Machine Interface (HMI), infotainment
solutions, navigation, driver assistance, and
software integration. The core competences in
Wireless Business Segment are radio technol-
ogy, embedded software, electronics, and prod-
uct integration.

Automotive
Business Segment

The fast growth of the demand in automotive
software solutions has enabled EB to acquire
an increased number of skilled professionals;
as well as subcontractors across the globe. In
the labor market, particularly in Germany, com-
petition in hiring talented engineers is still tight
and is slightly slowing down the growth of the

number of personnel. In 2012 Automotive Busi-
ness Segment established a new site in Shang-
hai, People’s Republic of China, to satisfy the
increasing demand of software development
from existing and new customers.

Leading edge technologies, training, per-
sonal growth opportunities and rewarding com-
pany culture are the key elements for attracting
software engineers. EB's Automotive Business
Segment invests in its own EB Academy (in-
ternal training center), personal development
programs and leadership trainings to meet the
challenges of a highly dynamic industrial envi-
ronment.

More and more complex and bigger proj-
ects in all domains require strong project man-
agement capabilities, clear processes and new
methods for software development. Therefore
a segment wide project “ASWgoesSPICE” was
started in 2012. The goal of the project is that
by the end of the year 2014 the Segment utilizes
processes and tools that correspond to interna-
tional “Spice Level 3” and “Functional Safety”
standards.



Wireless Business Segment

EB’s Wireless business was positively impacted
in 2012 by the good demand in the mobile in-
frastructure, authority and wireless connectivity
markets. EB was able to increase design capac-
ity in Finland by 85 new employees that were
recruited during 2012 in Finland. In order to
rationalize its operations and improve the cost
structure, EB closed its Wireless Business Seg-
ment site in Espoo and consolidated operations
in Finland in its larger units in Oulu, Kajaani and
Tampere. All employees in Espoo site were of-
fered positions in Company’s other sites, mainly
in Finland.

In 2012 Wireless Business Segment provided
expert training focusing especially to LTE related
radio technologies, RF design, and testing capa-

bilities as well as strengthened the Scrum Mas-
ter expertise. The development of engineering
competences was further supported by virtual
competence teams. The way Wireless Business
Segment operates is based on the implementa-
tion of lean and agile methods, and trainings
were continued with regard to these topics. At
the same time the processes and tools utilized
were fitted to support the execution, provide
transparency and improve efficiency in projects.

The working atmosphere is measured an-
nually in the EB Spirit personnel survey in the
Wireless Business Segment. The personnel sur-
vey as well as the customer feedback surveysin
2012 showed strong customer orientation and
good working atmosphere.

Personnel

Personnel
by Business
Segments
Dec. 31, 2012

2012 % 2011 %

M Automotive 1233 66 998 62
W Wireless* 627 34 598 37
Corporate functions 10 1 11
* Includes:
Continuing operations 573 31 544 34
Discontinuing operations 54 3 54 3

Personnel by
Market Areas
Dec. 31, 2012

2012 % 2011 %

M Europe 1711 91 1413 88
M Asia 69 4 107 7
Americas 90 5 87 5
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Shareholders

The Shares of Elektrobit Corporation are quot-
ed on the NASDAQ OMX Helsinki. The Compa-
ny has one series of shares. All shares entitle
their holders to dividends of equal value. Each
share has one vote. The share does not have
a nominal value. The Company’s shares have
been entered into the Euroclear Finland Ltd.’s
book-entry securities system.

At the end of the financial period, the
fully paid share capital of the company en-
tered into the Finnish Trade Register was EUR
12,941,269 and the total number of the shares
was 129,412,690. The accounting par value of the
Company’s share is EUR 0.10. The Company has
not its own shares in its possession.

Share Price and Trading Volumes

The closing price of Elektrobit Corporation’s
share was EUR 0.65 in 2012; the share reached
a high of EUR 0.79 and a low of EUR 0.38. Dur-
ing the year, a total of 10.7 million shares with
the value of EUR 6.9 million changed hands on
the NASDAQ OMX Helsinki. This is 8.3 per cent
of the share capital. Elektrobit Corporation’s
market capitalization at the end of 2012 was
EUR 84.1 million.

Trading volume and average share price

2008-2012

Trading volume (EUR)

20 000 000

15000 000

10 000 000

5000 000

= Trading volume (EUR)
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— Average share price (EUR)

Dividend Policy

Elektrobit Corporation follows a dividend policy
that takes into account the group’s net income,
financial situation, need for capital and financ-
ing of growth. The Board of Directors proposes
that the Annual General Meeting to be held on
April 11, 2013 resolve to pay EUR 0.01 per share,
i.e.in total EUR 1,294,126.90, as dividend based
on the adopted balance sheet for the financial
period of January 1, 2012 - December 31, 2012.

Trading Codes

Elektrobit Corporation has been listed on NAS-
DAQ OMX Helsinki (previously Helsinki Stock
Exchange) since 1998. Elektrobit Corporation’s
company code and trading code in the NASDAQ
OMX Helsinki INET system is EBC and the trad-
ing code EBCIV.

Trading codes are:

NASDAQ OMX Helsinki EBC1V
Reuters EBCIV.HE
Bloomberg EBCIVFH

Average share price (EUR) 120 %
80 %
ZI)

0%

-40 %

-80 %

-120 %

— Elektrobit Corporation

Shareholders

At the end of 2012 Elektrobit Corporation had
22,871 shareholders. The ten largest sharehold-
ers owned 61.7 per cent of the shares. Private
ownership was 74.3 per cent. The percentage of
foreign and nominee-registered shareholders
was 3.8 per cent at the end of 2012.

Shareholding of the Board
of Directors and CEO

At the end of 2012, the shareholding of the
Board of Directors, CEO and the companies
controlled by them was 36.3 per cent, corre-
sponding to 46,938,762 shares.

Financial Reports 2013

Elektrobit Corporation reports its financial de-
velopment quarterly. In 2013 EB will publish fi-
nancial reports as follows:

Share price development in NASDAQ OMX Helsinki
2008-2012

— NASDAQ OMX Helsinki

NASDAQ OMX Helsinki Technology




February 19th

Financial Statement Bulletin 2012

April 26th

Interim Report January-March 2013
August 8th

Interim Report January-June 2013
November 7th

Interim Report January-September 2013

Financial reports will be published simultane-
ously in Finnish and in English at 8.00 a.m.
(CET+1) on EB's weh pages at
www.elektrobit.com/investors. The company
will hold press conference regarding the reports
on dates to be specified later.

Silent Period

Elektrobit Corporation will observe a Silent Pe-
riod prior to announcing its results. The Silent
Periods in 2013 are as follows:

January 29th-February 19th
April 5th-April 26th

July 18th-August 8th
October 17th-November 7th

Elektrobit Corporation’s
Annual General Meeting

Elektrobit Corporation’s Annual General Meet-
ing will be held on Thursday, April 11, 2013, at
1.00 p.m. (CET +1) at the University of Oulu, Saa-
lastinsali, Pentti Kaiterankatu 1, 90570 Oulu,
Finland.

Shareholders registered in

the shareholders’ register

Each shareholder, who is registered on Thursday
28 March 2013 in the shareholders’ register of the
company held by Euroclear Finland Ltd., has the
right to participate in the General Meeting. A share-
holder, whose shares are registered on his/her per-
sonal Finnish book-entry account, is registered in
the shareholders’ register of the company.

A shareholder, who is registered in the share-
holders’ register of the company and who wants to
participate in the General Meeting, shall register for
the meeting no later than on Monday 8 April 2013
by 10.00 a.m. (CET +1) by giving a prior notice of
participation. The notice has to be received by the
company before the end of the registration period.
Such notice can be given:

a) on the company’s website at
www.elektrobit.com, as from 19
February 2013 at 8.00 a.m. (CET +1);
b) by telephone +358 40 344 3322 or
+358 40 344 5425 on weekdays
between 9.00 a.m. and 4.00 p.m. (CET +1);
c) by telefax; +358 8 343 032; or
d) by regular mail to the address
Elektrobit Oyj, Yhtiokokous,
Tutkijantie 8, 90590 Oulu, Finland.

In connection with the registration, a shareholder
shall notify his/her name, personal identification
number or business identity code, address, tele-
phone number and the name of a possible as-
sistant or proxy representative and the personal
identification number of a proxy representative.
The personal data given to Elektrobit Corpora-
tion is used only in connection with the General
Meeting and with the processing of related reg-
istrations.

The shareholder, his/her authorized repre-
sentative or proxy representative shall, where
necessary, be able to prove his/her identity and/
or right of representation at the General Meeting.

Holders of nominee registered shares

A holder of nominee registered shares has the right
to participate in the General Meeting by virtue of
such shares, based on which he/she on Thursday
28 March 2013 would be entitled to be registered
in the shareholders’ register of the company held
by Euroclear Finland Ltd. The right to participate in
the General Meeting requires, in addition, that the
shareholder on the basis of such shares has been
registered into the temporary shareholders’ regis-
ter held by Euroclear Finland Ltd. at the latest on
Monday 8 April 2013 by 10.00 a.m. As regards nomi-
nee registered shares, this constitutes due registra-
tion for the General Meeting.

A holder of nominee registered shares is ad-
vised to request without delay the necessary in-
structions regarding registration in the temporary
shareholder’s register, the issuing of proxy docu-
ments and registration for the General Meeting
from his/her custodian bank. The account man-
agement organization of the custodian bank has to
register a holder of nominee registered shares, who
wants to participate in the General Meeting, into the
temporary shareholders’ register of the company at
the latest by the time stated above.

Further information on the General Meeting and
participation in the General Meeting is available on
the company’s website www.elektrobit.com.

Shareholders

Proxy representative and

powers of attorney

A shareholder may participate in the General
Meeting and exercise his/her rights at the meet-
ing by way of proxy representation. A proxy repre-
sentative shall produce a dated proxy document
or otherwise in a reliable manner demonstrate
his/her right to represent the shareholder. If a
shareholder participates in the General Meeting
by means of several proxy representatives repre-
senting the shareholder with shares at different
securities accounts, the shares by which each
proxy representative represents the shareholder
shall be identified in connection with the registra-
tion for the General Meeting.

Possible proxy documents should be delivered
in originals to the address Elektrobit Corporation,
Yhtiokokous, Tutkijantie 8, 90590 Oulu, Finland,
before the end of the registration period.

Other information

Pursuant to chapter 5, section 25 of the Com-
panies Act, a shareholder who is present at the
General Meeting has the right to request infor-
mation with respect to the matters to be con-
sidered at the meeting.

On the date of this notice to the General
Meeting 19 February 2013, the total number
of shares and votes in Elektrobit Corporation is
129,412,690.

The proposals for the decisions on the mat-
ters on the agenda of the General Meeting as
well as the notice are available on Elektrobit
Corporation’s website at www.elektrobit.com.
This annual report includes the financial state-
ment, the Report of the Board of Directors, the
auditor’s report of Elektrobit Corporation and
Corporate Governance. The proposals for de-
cisions and the other above-mentioned docu-
ments are also available at the meeting. Copies
of these documents and of this notice will be
sent to shareholders upon request.

The minutes of the meeting will be available
on the above-mentioned website as of April 25,
2013.

Press releases, reports, earnings estimates,
share price ticker, contact details of analysts and
other current investor material can be found on
the Company’s website at www.elektrobit.com.
An e-mail-based subscription service for press
releases and publications can be found from the
Company’s website as well.

EB Annual Report 2012
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Corporate Governance Statement
Reporting Period Jan. 1-Dec. 31, 2012

Introduction

The governance of Elektrohit Corporation
(hereinafter "Company”) is determined by the
Company’s Articles of Association, the laws of
Finland (such as the Finnish Companies Act
and Securities Market Act) and the Company’s
Corporate Governance Code. The Company fol-
lows with some exceptions the Finnish Corpo-
rate Governance Code 2010 prepared by the
Finnish Securities Market Association (“Finnish
Governance Code”). The Governance Code may
be viewed, inter alia, at the Finnish Securities
Market Association website at www.cgfinland.fi.

The Company has departed from certain in-
dividual recommendations of the Finnish Gov-
ernance Code. These departures are concerning
the gender composition of the Board (Recom-
mendation 9) and the number of the Board’s
Audit and Financial Committee members (Rec-
ommendation 22) as explained in further detail
below. According to the Finnish Governance
Code, one element of a diverse composition of
the board is to have both genders represented
on the board. The Company has departed from
this recommendation, as the Annual General
Meeting held on March 26, 2012 did not elect
both genders to the Board of Directors. The
proposal adopted by the Annual General Meet-
ing regarding the composition of the Board was
made by shareholders who represented approx-
imately 55.8 % of the shares of the Company.
These shareholders were informed about the
content of Recommendation 9 by the Board of
Directors of the Company. According to the in-
formation received, the shareholders who made
the proposal, on the one hand, wanted to em-
phasize the continuity of the Board composition
due to foreseen focus areas in the Board work
and did not, on the other hand, in view of the
size and nature of the Company’s operations,
consider it appropriate to increase the number
of the Board members from the previous five
members. The management of the Company
and the composition of the Board are thereby
based on strong ownership steering and, thus,
the main shareholders have a significant rep-
resentation in the Company’s Board. The Com-
pany does not have a nomination committee.

EB Annual Report 2012

The members of the Audit and Financial Com-
mittee in year 2012 have been Staffan Simberg
(chairman of the committee) and Seppo Laine,
Authorised Public Accountant. Taking into con-
sideration the composition and the number of
Board members in 2012 and the financial ex-
pertise held in particular by Seppo Laine, the
Board resolved to deviate from the Governance
Code’s recommendation concerning a minimum
of three committee members.

This Corporate Governance Statement has
been made according to Recommendation 54
and the applicable legislation. This Statement
is made separate from the Report by the Board.
The Board’s Audit and Finance Committee and
the Company’s auditor have reviewed this
Statement.

The statutory governing bodies of the Com-
pany are the Shareholders’ meeting, Board of
Directors, Chief Executive Officer and the Audi-
tor. Other corporation management, and the be-
low described business segments’ management,

The Governance of Elektrobit Corporation

SHAREHOLDERS /ANNUAL GENERAL MEETING

BOARD

Audit and Financial Commitee

Corporate management

Wireless
Business
Segment

Automotive
Business
Segment

Board Board

Segment
management

Segment
management

support the statutory governing bodies of the
Company. The Company’s domicile is Oulu.

The operative business of Elektrobit Group
takes place in business segments (sub-groups)
formed by branch-by-branch. The external re-
porting of the Group is also based on these busi-
ness segments, which are Automotive and Wire-
less. The Presidents of the parent companies
of the sub-groups report the segment business
to the Board of Directors of each sub-group’s
parent company (“Segment Board”). Segment
Boards comprise of the Company’s CEO as the
Chairman and one or more Board members of
the Company and possibly also one or more ex-
ternal expert members. Segment Board mem-
bers are elected based on preparation of the
Company’s Board. Operative business decisions
are made in each Business Segment.

The Company’s Corporate Governance Code
and this Corporate Governance Statement are
publicly available at the Company’s website at
www.elektrobit.com.



My

$id i

pips b a s By e o ——
\\\\\_\\w\\.\\\_\\?\%\vw.\x_%..\xhﬂ_ -
: ﬁ ¢ ..A_. :

A e,

vy . 2

L]
]

L &
((({ ({6 { .
11E - El -M_,. .
Ty _ i
LU it P
-
/. = al:
. .--_ -..
g ; .
d ‘
L

2

N
iy

—_—




22

Corporate Governance Statement Reporting Period Jan. 1-Dec. 31, 2012

Board of Directors

The Board of Directors is responsible for the
Company’s governance and proper organization
of the operations. The Board of Directors com-
prises of three to seven (3-7) members and in
addition it may have one to three (1-3) deputy
members. The Annual General Meeting shall
elect the members of the Board of Directors for
aterm, which expires at the end of the following
Annual General Meeting. The number of terms
for the members of the Board of Directors is not
limited. The Board of Directors selects a Chair-
man among its members.

The Annual General Meeting held on March
26, 2012 elected five (5) members to the Board
of Directors. The following members of the
Board of Directors were elected: Jorma Ha-
lonen, Juha Hulkko, Seppo Laine, Staffan Sim-
berg and Erkki Veikkolainen. The Board of Di-

Chairman of the Board of Directors

Seppo Laine
b. 1953, Authorized Public Accountant

Full-time occupation: Professional Board Member

Positions of trust: Elektrobit Corporation, Chair-
man of the Board of Directors, Elektrobit Corpora-
tion, Member of the Board 2008-, Member of the
Audit and Financial Committee 2009-. Elektrobit
Automotive GmbH, Member of the Board 2010-.
Joutsen Media Oy, Chairman of the Board 2012-.
Marpek Oy, Oulu ICT Oyj, Cor Group Oy, Paikallis-
Sahko Oy, and Taxpayers Association of Finland,
Member of the Board.

Work history: Condia Oy, Chairman of the Board.
Elektrobit Corporation, Chief Financial Officer

2000-2007. Auditing Company Ernst & Young
Ltd., Director at the Oulu regional office and
international partner 1995-2000. Oulun Las-
kenta Oy, President 1979-1995. Turun Muna Oy
Jaakko Tehtaat, Financial Manager 1977-1979.
Tammerneon Oy, Financial Manager 1975-1977.

Holdings: Holds 2,120,051 shares and corporation
controlled by Laine 100,000 shares in Elektrobit
Corporation.

Independent as regards both the Company and
its significant shareholders.
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rectors elected Seppo Laine as the Chairman of
the Board of Directors at its assembly meeting
on March 26, 2012. The Board had the same
composition already from the beginning of the
year 2012 until the Annual General Meeting. In
addition, the Board of Directors decided in its
assembly meeting held on March 26, 2012 that
Staffan Simberg (Chairman of the Committee)
and Seppo Laine shall continue as members of
the Audit and Finance Committee.

According to the Finnish Governance Code,
one element of a diverse composition of the
board is to have both genders represented on
the board (Recommendation 9). The Company
has departed from this recommendation, as
the Annual General Meeting held on March 26,
2012 did not elect both genders to the Board of
Directors. The proposal adopted by the Annual
General Meeting regarding the composition of
the Board was made by shareholders who rep-
resented approximately 55.8% of the shares
of the Company. These shareholders were in-
formed about the content of Recommendation
9 by the Board of Directors of the Company.
According to the information received, the
shareholders who made the proposal, on the
one hand, wanted to emphasize the continu-

Other members of the Board of Directors

Jorma Halonen
b. 1948, Bachelor of Science (Economics)

Full-time occupation: Professional Board Member

Positions of trust: Elektrobit Corporation, Member
of the Board of Directors 2009-. Elektrobit
Automotive GmbH, Member of the Board 2011-.
Ashok Leyland, India, Member of the Board of
Directors 2011-. Hinduja Foundries, India, Member
of the Board of Directors 2011-. Optare plc,

UK, Member of the Board of Directors 2011-.
Permira, Nordic Advisory Board, Member 2009-.
TMD Friction Holding GmbH, Chairman of the
Board of Directors 2009-. CPS Color Group Oy,
Chairman of the Board of Directors 2008-.
Niscayah Group Ab, Chairman of the Board of
Directors 2008-. Semcon Ab, Member of the
Board of Directors 2008-. National Industrial
Cluster Development Program, Riyadh,

Member of the Board of Directors 2008-.

ity of the Board composition due to foreseen
focus areas in the Board work and did not, on
the other hand, in view of the size and nature
of the Company’s operations, consider it ap-
propriate to increase the number of the Board
members from the previous five members. The
management of the Company and the composi-
tion of the Board are thereby based on strong
ownership steering and, thus, the main share-
holders have a significant representation in the
Company’s Board. The Company does not have
a nomination committee.

A corporate governance target is that at
least half of the members of the Board of Di-
rectors are independent of immediate Company
interest. In addition, at least two of the Direc-
tors representing this majority shall be inde-
pendent of significant shareholders of the Com-
pany. On March 26, 2012 Jorma Halonen, Seppo
Laine, Staffan Simberg and Erkki Veikkolainen
were considered as independent members of
the Board as regards both the Company and
its significant shareholders. Juha Hulkko is not
independent of significant shareholder as his
ownership in the Company exceeds 10% of the
Company’s share capital.

Work history: Assa abloy AB (publ.), Member of
the Board of Directors 2008-2010. AB Volvo,
Vice President and Volvo Group, Vice President
2004-2008. Volvo Truck Corporation, Goteborg,
Sweden, President and CEO 2001-2004. Scania
Latin America, Sao Paulo, Brasil, President and
CEO 1998-2001. Scania Latin America, Sao Paulo,
Brasil, Vice President 1996-1998. Oy Scan-Auto-
motive Ab, Oy Scan-Auto Ab (Scania importer)
and Oy Saab-Auto Ab, Helsinki, Finland, President
and CEO 1990-1996. Leading positions in
different companies within computer and
telecommunications industries, 1972-1990.

Holdings: Holds 21,000 shares in Elektrobit
Corporation.

Independent as regards both the Company and
its significant shareholders.
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Juha Hulkko j
Jorma Halonen.

Juha Hulkko
h. 1954, M.Sc. (Eng.), eMBA, Dr.tech.h.c.

Full-time occupation: Professional Board Member

Positions of trust: Elektrobit Corporation, Member
of the Board of Directors 2006-. Gamga Oy, Chair-
man of the Board. CWC (Centre for Wireless
Communications) research institute, Member of the
Steering Committee. Elproto Oy, Chairman of the
Board. Spinning Wire GmbH, Member of the Board.

Work history: Elektrobit Corporation, Chairman of
the Board of Directors 2002-2005 and 2008-2010.
Elektrobit Corporation, CEO 2005-2006. Elektrobit
Ltd., one of the founders in 1985, CEO 1985-1995,
Chairman of the Board 1995-2002.

Holdings: Holds 27,214,362 shares in Elektrobit
Corporation.

Hulkko is independent from the Company but not
from its significant shareholders as his holdings
exceed 10% of the Company shares.

Staffan Simberg
b. 1949, MBA

Full-time occupation: Professional Board Member

Positions of trust: Elektrobit Corporation, Member
of the Board of Directors 2008-, Audit and Financial
Committee Chairman 2010-, and Member 2009-.
Elektrobit Technologies Ltd., Member of the Board
2011. Simberg & Partners AB, Business Consultant
and Chairman of the Board 1994-. NEZ-Invest AB,
Chairman of the Board. Svensk Linjebesiktning AB,
Chairman of the Board 2011-. Nordic Vehicle
Conversion AB, Member of the Board 2011-. Silva
AB, Member of the Board 2011-. Endomines AB
(publ.), Member of the Board and Audit Committee
2011-. Karnell, investment advisor 2009-. Luoman
Vesiosuuskunta, Member of the Board 2012-.

Work history: Cargotec Oyj, Industrial Advisor
2009. Metso Group, Industrial Advisor 2011.
Metso Panelboard, Chairman 2008-2009. Landis
& Gyr AG, Member of the Advisory Board 2007.
Powermill Service group, Member of the Board
2005-2007. Dotcom Solutions AB, Member of the
Board 2000-2005. Enermet group, Managing
Director 2005-2007. Siar-Bossard, Associated
Partner 1992-1994. Leading positions at Nokia
1978-1991.

Holdings: Corporation controlled by Simberg holds
450,000 shares in Elektrobit Corporation.

Independent as regards both the Company and its
significant shareholders.

Erkki Veikkolainen
b. 1952, M.Sc. (EE), eMBA

Full-time occupation: Mevita Invest Oy, CEO

Positions of trust: Elektrobit Corporation, Member
of the Board of Directors 2008-. Elcoflex Oy,
Chairman of the Board 2006-. Aplicom Oy (2005-),
Elcoflex (Suzhou) Co. Ltd (2007-), Maustaja Oy
(2006-), and Mecanova Oy (2005-), Member of
the Board.

Work history: Elektrobit Corporation, Executive
Vice President, Contract R&D and Test Business
Units 2002-2003. Elektrobit Technologies Ltd.,
Managing Director 2001-2003. Elektrobit Ltd.,
Vice President, Business Development 1998-
2001. Nokia Mobhile Phones, various positions
1985-1998, latest Vice President.

Holdings: Holds 9,388,719 shares in Elektrobit
Corporation.

Independent as regards both the Company and
its significant shareholders.
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Description of Activities

The Board of Directors has defined a working
order and evaluates its performance annually.
The Board of Directors shall implement the de-
cisions of the General Meeting. The Board of
Directors supervises the operations and man-
agement. The Board of Directors makes deci-
sions on the Company’s guiding principles for
operation, strategy and budget. The Board of
Directors decides on mergers and acquisitions
and other strategic alliances as well as signifi-
cant investments and significant matters re-
garding organization and finance. The Board
of Directors supervises that the group compa-
nies’ accounting and financial management is
duly organized. The Board of Directors appoints
the CEO and possible Deputy for him or her as
well as approves the Company’s organization
structure.

The CEO, CFO and Chief Legal Officer (who
acts as secretary of the Board of Directors) at-
tend the meetings of the Board of Directors.
The presidents of the Business Segments pro-
vide their Business Segment reviews and report
on the strategy progress in the last Board meet-
ing of each quarter. Other Group management
attend the meetings when necessary or upon
invitation by the Board of Directors. The Chair-
man of the Board approves the agendas of the
meetings of the Board of Directors. The agen-
das are prepared by the CEO and by the Chief
Legal Officer.

In 2012, the Board convened 17 times. The
Board members attended to the meetings as
follows:

Audit and
Finance
Jan. 1-Dec. 31,2012  Board committee
Seppo Laine 17/17 6/6
Jorma Halonen 17/17
Juha Hulkko 17/17
Staffan Simberg 16/17 6/6
Erkki Veikkolainen 16/17

An annual clock, according to which the regu-
lar subjects to be handled are determined, is
applied in the Board’s work. In addition to the
regular subjects of the annual clock, the most
important subject of the Board during the year
was still profitability improvement of the Group,
development of a segment based management
system and business portfolio and in particular
evaluating and planning actions relating to the
reorganization processes of the group’s previ-
ously significant customer, TerreStar Networks
Inc., and its parent company TerreStar Corpo-
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ration, and evaluating potential profit and bal-
ance sheet implications of the reorganization
processes.

The Annual General Meeting decides on the
compensation of the members of the Board of
Directors and such compensations can be pub-
licly reviewed from the Company’s website at
www.elektrobit.com.

The Board Committees

The proper function of the corporate governance
of a company requires that Board work be orga-
nized as efficiently as possible. For this reason
the Company established an Audit and Financial
Committee.

The Directors on the committee can concen-
trate on the matters delegated to the committee
more extensively than the entire Board of Direc-
tors. The purpose of the committee is to enhance
the efficient preparation of matters within the
competence of the Board, increase transparency
and ensure the quality and efficiency of the deci-
sion making of the Board.

The committee assists the Board by prepar-
ing matters falling within the competence of the
Board. The Board remains responsible for the
duties assigned to the committee. The commit-
tee has no autonomous decision-making power,
and thus the Board makes the decisions within
its competence collectively.

Taking into consideration the current com-
position and the number of Board members,
the committee shall have at least two members
appointed by the Board of Directors among its
members, one of them being the Chairman of
the respective committee.

The committee shall regularly report on its
work to the Board. The reports shall include at
least a summary of the matters addresses and
measures taken by the committee.

The central duties and operating principles of
the Audit and Financial Committee are described
below. The Annual General Meeting decides on
the compensation of the members of the Board
committees and such compensations can be
publicly reviewed from the Company’s website
at www.elektrobit.com.

The Audit and Financial Committee has the

following duties:

+ to monitor the reporting process of financial
statements;

- to supervise the financial reporting process;

+ to monitor the efficiency of the Company’s
internal control, internal audit, if applicable,
and risk management systems;

- to review the description of the main features
of the internal control and risk management
systems pertaining to the financial reporting
process, which is included in the Company’s
corporate governance statement;

« to monitor the statutory audit of the financial
statements and consolidated financial
statements;

+ t0 evaluate the independence of the statutory
auditor or audit firm and particularly the
provision of related services; and

- to prepare the proposal for resolution on the
election of the auditor.

The Chairman and the members of the Audit
and Financial Committee are appointed by the
Board of Directors of the Company. At least one
committee member must be a financial expert
who has significant knowledge and experience
in accounting and accounting principles ap-
plicable to the Company. The members of the
Audit and Financial Committee have been Staf-
fan Simberg (chairman of the committee) and
Seppo Laine, Authorised Public Accountant.
Taking into consideration the composition and
the number of Board members and the financial
expertise held in particular by Seppo Laine, the
assembly meeting of the Board held on March
26, 2012 resolved to depart from the recom-
mendation concerning a minimum of three
committee members by the Finnish Governance
Code (recommendation 22). Both members of
the committee are independent of immediate
interest of both the Company and its significant
shareholders and they have long-term experi-
ence in business management.

In addition to committee members, other
regular participants to the committee meetings
are CEO and CFO of the Company and option-
ally external auditors. Further, the committee
members may meet the external auditors with-
out the operative management being present in
such meetings.

In 2012, the Audit and Financial Committee
convened six (6) times to ordinary meetings.
The Committee has evaluated, prepared and re-
viewed the following subject matters during the
financial period of January 1, 2012 - December 31,
2012:

« Published financial reporting;

+ Annual audit plan for 2012;

« Observations based on auditing during
the financial period;

« Observation by the internal control;

« Cash flow monitoring and definition of the
financial frames for the Business Segments;

« Credit facility arrangements of the group;



- Group legal structure related questions;

« TerreStar reorganization related questions;

« Tax audit of the U.S. based subsidiary;

- Budget target setting and budgeting process;

« Rewarding principles of the management
and other personnel;

- Impairment testing of the subsidiary shares
and goodwill; and

- Effect of the changing IFRS-regulation on the
group consolidation principles and methods.

During 2013 the Committee’s focus areas are
improvement of the net working capital man-
agement and earnings logic and modeling the
related financial risks, managing the projects
representing exceptional risks and further
improving the focus areas of 2012, including,
among others, functionality of risk management
processes in the segment based management
model; clarifying of internal control operating
model; and focusing internal control measures
to Business Segments.

The CEOQ is in charge of the operative manage-
ment of the Company in accordance with the
Finnish Companies Act, the Articles of Associa-

CEO

Jukka Harju
Chief Executive Officer, 2009-
h. 1956, M.Sc. (Eng.), M.Sc. (Econ.)

Elektrobit Technologies Ltd. and Elektrobit Au-
tomotive GmbH, Chairman of the Board 2010-.

Work history: Elektrobit Corporation, Member of
the Board of Directors 2006-2009. Boier Capital
Ltd., Partner 2007-2009. Incap Corporation,
Member of the Board 2007-2010. Elektrobit
Corporation, Chief Operating Officer 2005-2006
and Executive Vice President, Business Develop-
ment 2000-2004. Tellabs Ltd, Managing Director
1994-1999. Nokia Telecommunications Ltd., Vice
President, Microwave Radios 1990-1994 and
other duties in the same organization 1981-1990.

Holdings: Holds 7,644,630 shares in Elektrobit
Corporation (including shareholdings of
corporations controlled by Harju).
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tion as well as the instructions and orders given
by the Board of Directors. The CEQ is responsible
for the preparation of the Board meetings and
implementation of any decisions made therein.
Further, the CEO is responsible for ensuring that
the Company’s accounting methods comply with
the applicable law and that the financial mat-
ters are being handled in a reliable manner. The
CEO prepares strategy, long-term planning, in-
vestments, mergers and acquisitions, financing
and makes decisions thereof to the extent that
such decisions are not tasks of the Board of the
Directors. The CEO is responsible for financial
planning, the Company’s communications and
investor relations.

The Board of Directors defines and approves
the essential terms of the service of the CEO,
including the CEQ’s remuneration, in a form of
a written agreement. The CEQ’s service contract
is effective until further notice and can be ter-
minated by both the Company and the CEO with
six (6) months” written notice.

The CEO is entitled to a pension under the
Contracts of Employment Act and other legis-
lation pertaining to pensions. The Finnish em-
ployee pension system (TyEL) allows for an old-
age pension based on years of service and the
income accumulated during those years, includ-
ing the base salary, bonuses (excluding any op-

CFO

Veli-Pekka Paloranta
Chief Financial Officer, 2010-
b. 1972, M.Sc. (Econ.)

Elektrobit Corporation, Member of the Corporate
Management Board 2010-.

Work history: Elektrobit Corporation, Director,
Finance 2008-2010. JOT Automation Oy, CFO
2007-2008. Elektrobit Group Oyj, Business
Controller 2000-2007.

Holdings: Holds 1,200 shares in Elektrobit
Corporation. Holds 10,000 stock options 2008A,
40,000 stock options 2008B and 20,000 stock
options 2008C.

tion rights and shares subscribed on their basis)
and taxable fringe benefits. The old-age pen-
sion can be taken out at one’s own discretion
between the ages of 63-68 (flexible retirement
age).

Corporate Management

Corporate management supports the CEQ in his
tasks and consists of the CFO and the Chief Le-
gal Officer of the Group. Corporate management
supports the CEQ in operative management and
implementation and follow-up of the CEQ’s com-
petence areas, in particular as regards the man-
agement and development of the business port-
folio, asset management and taxation, internal
audit, Corporate Governance of the Company,
investor and marketing communications and
risk management.

CLo

Padivi Timonen
Chief Legal Officer, 2002-
b. 1970, LLM, trained on the bench

Elektrobit Corporation, Member of the Corporate
Management Board 2002-.

Positions of trust: Member of the Board, Nestor
Cables Oy 2012-.

Work history: Roschier Holmberg Oy, Lawyer
1998-2002.

Holdings: Holds 11,800 shares in Elektrobit
Corporation. Holds 57,500 stock options 2008A,
40,000 stock options 2008B and 20,000 stock
options 2008C.
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Business Segments
(sub-groups)

The operative business of the Group takes place in
Business Segments (sub-groups) formed by branch-
by-branch. The external reporting of the Group is
also based on these Business Segments, which are
Automotive and Wireless. The Presidents of the par-
ent companies of the sub-groups report the seg-
ment business to the Board of Directors of each
sub-group’s parent company (“Segment Board”).
Segment Boards comprise of the Company’s CEO as
the Chairman and one or more Board members of
the Company and possibly also one or more external
expert members. Operative business decisions are
made in each business segment.

Automotive Business Segment

In Automotive Business Segment EB offers soft-
ware products and R&D services for carmakers, car
electronics suppliers and other suppliers to the au-
tomotive industry. The offering includes in-car info-
tainment solutions, such as navigation and human
machine interfaces (HMI), as well as software for
electronic control units (ECU) and driver assistance.
By combining its software products and R&D services,
EB is creating unique, customized solutions for the
automotive industry. EB's software products are: EB
street director navigation software, EB GUIDE HMI de-
velopment and speech dialogue platform, EB tresos
product line of software components used in ECUS
and tools for their configuration, and EB Assist ADTF,
an extensive software development kit for driver as-
sistance solutions. These software products gener-
ate license fees, often combined with supply of R&D
services for customized solutions.

Further, EB and AUDI’s subsidiary, Audi Elec-
tronics Venture GmbH (AEV), have a joint venture
e.solutions GmbH that is currently developing info-
tainment software and provides systems engineer-
ing and systems integration services for Volkswagen
Group car models. EB owns 51% of e.solutions GmbH
and AEV 49%. EB also delivers products and R&D
services to the joint venture.

The members of the Board of Directors of the
parent company of the Automotive sub-group, Ele-
ktrobit Automotive GmbH, are Jukka Harju (Chair-
man of the Board), Gerhard Jakobs, Seppo Laine and
Jorma Halonen. The Managing Directors of Elektrobit
Automotive GmbH are Alexander Kocher (responsible
for business operations as a whole), and Gregor Zink
(responsible for finance and administration).
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Elektrobit Automotive GmbH
MANAGEMENT BOARD*

Chairman of the Board of Directors

Elektrobit Corporation, Chief Executive Officer
b. 1956, M.Sc. (Eng.), M.Sc. (Econ.)

For other information about Mr. Harju,

please see page 25.

Member

Elektrobit Corporation,

Member of the Board of Directors

b. 1948, M.Sc. (Econ.)

For other information about Mr. Halonen,
please see page 22.

Member

Elektrobit Corporation,

Chairman of the Board of Directors

b. 1953, Authorized Public Accountant
For other information about Mr. Laine,
please see page 22.

From left to right:
Gerhard Jakobs, Jukka Harju,
Jorma Halonen ja Seppo Laine.

Member

b. 1946, Dr. (Eng.)
Full-time occupation: Professional Board Member

Positions of Trust: Wiirth Electronics,
Advisory Board Member 1996-.

Work history: Diehl Metal Foundation, Diehl Metal
Applications, CEO 2009-2011 and Vice President of
Sales & Marketing 2008-2009. FCI Corporation, FCI
Automotive Europe, Vice President and Connec-

tors Holdings, FCI Automotive Germany and FCl
Automotive Austria, General Manager 1998-2008.
TEMIC/Daimler Benz, TEMIC Division Mikrosystems,
MBB Mikroelektronic GmbhH, General Manager 1993-
1998 and Vice president of Operations 1992-1993.
Messerschmitt-Bélkow-Blohm (MBB)/Daimler Benz
Deutsche Aerospace, Microelectronic, Director
1987-1992. MBB, Microelectronic and SC Electronic,
Head of department 1986-1987, Technical Plant De-
velopment, Chief Department Manager 1985-1986,
and Production Technology, Process Data and Test
Technology, Head of department 1984-1985. Institute
of Computer Technology, General Manager 1981-1984.

Holdings: Does not hold shares in Elektrobit
Corporation.

* Organ based on the Articles of Association of Elektrobit Automotive GmbH
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Corporate G

Managing Director

Alexander Kocher

President,

Automotive Business Segment, 2011-
b. 1960, M.Sc., Electrical Engineering

Work history: Wind River Systems, Automotive
Solution, Vice President and General Manager
2008-2011. Continental, Vice President, Navigation
& Maps 2007-2008. Siemens VDO, Vice President,
TLA Platform 2002-2007. Siemens Automotive,
Director, Systems Engineering Infotainment 2001-
2002. Infineon, Director, Systems Engineering
Industrial & Automotive 1998-2000. Siemens
Communications and Siemens Industrial, various
management positions 1986-1997.

Holdings: Does not hold shares in Elektrobit
Corporation. Holds 100,000 stock options
2008A and 100,000 stock options 2008B.

Managing Director

Gregor Zink

Executive Vice President,
Automotive Business Segment, 2011-
b. 1966, MBA, M.Sc. (Econ.)

Work history: CA Germany, RAC Manager/Finance
Manager 2007-2010. Aareon AG, CFO 2004-2008.
ino 24 AG, Finance Manager 2002-2004. digital
advertising AG, Finance Manager 2000-2001.

AWT Allgemeine Wirtschaftstreuhand, Wirtschafts-
priifungs- und Steuerberatungsgesellschaf, Auditor
1996-2000. Hiilzburger, Hemmer & Hoffman,
Accounting and Tax Consultant 1993-1996.

Holdings: Does not hold shares in Elektrobit
Corporation. Holds 70,000 stock options 2008C.
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Wireless Business Segment

In the Wireless Business Segment EB offers
products and product platforms for defense and
public safety markets as well as for the indus-
trial use, and product development services and
customized solutions for wireless communica-
tions markets and for other companies need-
ing wireless connectivity for their devices tar-
geted for consumers or professional use. EB’s
products in the Wireless Business Segment are
the EB Tactical Wireless IP Network for tacti-
cal communications, EB Tough Voip for tactical
IP-based communication, and EB Wideband CO-
MINT Sensor for signals intelligence. The prod-
uct platforms are EB Counter RCIED Platform
for electronic warfare, the Android-based EB
Specialized Device Platform, and EB LTE Con-
nectivity Module for specialized markets. For
the latest wireless technologies and applica-
tions EB offers a broad range of R&D services
such as consulting, integration, software and
hardware development.

The members of the Board of Directors of
the parent company of the Wireless sub-group,
Elektrobit Technologies Ltd., are Jukka Har-
ju (Chairman of the Board), Kai Hilden, Juha
Hulkko and Staffan Simberg. The President of
Elektrobit Technologies Ltd. is Hannu Huttunen.
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Elektrobit Technologies Ltd.
BOARD OF DIRECTORS

Chairman of the Board of Directors

Elektrobit Corporation, Chief Executive Officer
b. 1956, M.Sc. (Eng.), M.Sc. (Econ.)

For other information about Mr. Harju,

please see page 25.

Member

Elektrobit Corporation, Member of the Board
s. 1954, DI, eMBA, Dr.tech.h.c.

For other information about Mr. Hulkko,
please see page 23.

Member

Elektrobit Corporation,

member of the Board of Directors

b. 1949, MBA

For other information about Mr. Simberg,
please see page 23.

From left to right:
Staffan Simberg, Kai Hildén,
Jukka Harju ja Juha Hulkko.

Member

b. 1958, B.Sc.

Full-time occupation: Ay Matti and Kai Hildén,
Entrepreneur.

Work history: Elektrobit Ltd., Managing Director
2007-2008. Extrabit Ltd., Managing Director 2006~
2007. Elektrobit Ltd., Manager Finnish divisions
1997-2004. Elektrobit Ltd., Designer, Project
Manager, Head of Division 1987-1997. Nokia-Mobira,
Research Team Leader 1987. Nokia-Mobira, Designer,
Project Manager, Head of Design 1982-1987.

Holdings: Holds 10,831,316 shares in Elektrobit
Corporation.
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Elektrobit Technologies Ltd.
MANAGING DIRECTOR

Hannu Huttunen
President, Wireless Business Segment, 2010-
5. 1966, M.Sc. (Econ.)

Positions of trust: Elektrometalli Oy, Member of
the Board 2008-.

Work history: EXFO Inc., Wireless Division leader
2010. NetHawk Oyj, CEO 2003-2010. NetHawk Oy,
Executive Vice President 2002-2003. Nokia Mobile
Phones Oy, IP Convergence unit leader 2002. Nokia
Mobile Phones Oy, Special Products Business unit
leader 1998-2002. Nokia Mobile Phones Oy,
NMT450 Business unit leader 1995-1998.

Holdings: Does not hold shares in Elektrobit
Corporation. He holds 100,000 stock options
2008A and 100,000 stock options 2008B.
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Risk Management

The purpose of risk management is to secure
positive development of earnings of the Com-
pany and the continuation of the business by
implementing risk management cost effective-
ly and systematically throughout the different
businesses.

Risk management is part of the Company’s
strategic and operative planning, daily decision-
making process and internal control system.
Business objectives, risks and risk management
operations are combined as one chain of events
through risk management.
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Main Principles of
Organizing Risk Management

Company adheres to the risk management pol-
icy approved by the Board.

Risk management contains all actions, which
are connected to setting up targets, identifica-
tion of risks, measurement, review, handling,
reporting, follow-up, monitoring and reacting
to risks.

The aim of risk management of

the Company is to:

« systematically and thoroughly identify and

assess all major risks, which threaten the

achievement of objectives, including risks

related to business operations, property,

agreements, competence, currencies,

financing and strategy;

optimize business opportunities and

secure continuation of business;

recognize and identify uncertainties and

subsequently develop the prediction of

risks and measures needed to manage risks;

- take only calculated and assessed risks
with respect to e.g. expanding the
business, increasing market share and
creating new businesses;

+ avoid or minimize liability risks;

- ensure the safety of products, solutions
and services;

- establish a safe working environment for the

employees;

minimize possibilities for unhealthy

occurrences, crimes or misconduct by

operating procedures, control and

supervision;

« inform interest groups of risks and risk
management; and

« be cost effective in risk management.

The aim of risk management is not to:

« exclude all risks at their entirety;

« adopt unnecessary control and
management procedures; or

- take bureaucratic processes and
procedures into use.

Main Principles of the Risk
Management Process

In connection with the strategy process and
annual planning the CEO of the Company and
Presidents of the Group’s Business Segments
review business risks, which could endanger the
achievement of strategic or profit targets. The
businesses produce risk assessment reports for
each business to support the strategy process.
Strategic and operative risks are monitored
through monthly reporting by businesses in the
Segment Boards (see above section Business
Segments). Businesses must produce assess-
ments of risks in their designated areas of re-
sponsibilities and provide action plans to man-
age risks as well as to report to the Segment
Boards on measures taken, including the stage
and effectiveness of such measures.

The Company’s CEO reports the identified risks
concerning the Group as well as all planned and
effected measures to control such risks to the
Company’s Board of Directors.

General Description of
Internal Control and
Operational Procedures

Internal control is a process applied by the
Board of Directors, management and all levels
of personnel in the Group to ensure that man-
agement has reasonable assurance that
1. operations are effective,
efficient and aligned with strategy;
2. financial reporting and
management information is
reliable, complete and timely made; and
3. the Group is in compliance with
applicable laws and regulations as well
as the Company'’s internal policies and
ethical values including sustainability.

The first category addresses the basic business
objectives, including performance and profit-
ability goals, strategy, implementation of objec-
tives and actions and safeguarding resources.
The second category relates to the preparation
of reliable published financial statements, in-
cluding interim reports and condensed financial
statements and selected financial data derived
from such statements, such as earnings releases,
reported publicly. The third deals with comply-
ing with those laws and regulations to which the
Company is subject to.
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Internal Control Framework of the Company

VALUE CREATION R R R LR R IR VALUE PROTECTION / CONTROL PERSPECTIVE
BUSINESS DRIVERS :

VALUE GOVERNANCE
CORPORATE LEVEL
CORPORATE POLICIES
STRATEGIC PLANNING BUSINESSES & PROCESSES RISK MANAGEMENT
AND STRATEGY :
FOLLOW-UP : AUTOMOTIVE WIRELESS ROLES, RESPON-
H BUSINESS SEGMENT BUSINESS SEGMENT SIBILITIES AND
AUTHORISATIONS
EFQM-Based Management System
EB Way
! SUPPLIERS CUSTOMERS
: CORE BUSINESS PROCESSES
3. Market
STRATEGY 1. DEVELOP COMPANY VISION AND STRATEGY and Sell
ALIGNMENT {13 Manage Solutions COMPLIANCE
: Supplier 2. DEVELOP AND MANAGE SOLUTIONS
OPERATIONAL Network 5. Manage RELIABILITY OF
EFFECTIVENESS 4. DELIVER SOLUTIONS Custgmer FINANCIAL REPORTING
: Services
wv q
w 6. Develop and Manage Human Capital
¥ 7 Manage Information Technology
8 8. Manage Financial Resources
E 9. Aquire Construct and Manage Property
E 10. Manage Environmental, Health and Safety
S  11. Manage External Relationships
% 12. Manage Knowledge, Improvement and Change
Internal control framework of the Company
EB’s internal control framework consists of: - enterprise risk management process activities tailored for defined processes
- the internal control, risk management and identifying, assessing and mitigating risks and creating group minimum requirements
corporate governance policies and principles threatening the realization of the Company’s for business and geographical areas;
set by the Company’s Board of Directors; objectives; « shared ethical values and strong internal
- management overseeing the implementation - compliance procedures making sure that all control culture among all employees; and
and application of the policies and principles; applicable laws, regulations, internal policies < internal audit assignments reviewing the
« finance function and business controllers and ethical values (including sustainability) effectiveness of the internal controls as
monitoring the efficiency and effectiveness are adhered to; needed.
of the operations and reliability of the - effective control environment at all
financial and management reporting; organizational levels including control
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BOARD OF DIRECTORS

AUDIT & FINANCE
COMMITEE

Internal control, risk management and corporate governance principles

AUTOMOTIVE

BUSINESS
SEGMENT

COMPLIANCE PROCEDURES

CEO / CORPORATE MANAGEMENT

Responsible for implementation

CORPORATE FINANCE

INTERNAL CONTROL

Controlling activities
Controlling activities

Reporting of findings

WIRELESS

BUSINESS
SEGMENT

RISKMANAGEMENT

CONTROL ENVIRONMENT AND ETHICAL VALUES OF ALL EMPLOYEES

Risks and Controls in
Core Business Processes

Risk management procedures are in place for
business processes in the form of defined con-
trol points:
« relevant process risks are identified;
- common control points/group minimum
requirement control points are identified;
- common control points are
implemented in business processes;
« additional control points can be
determined as needed at
business or functional levels.

Control activities are the policies and proce-
dures that help ensure that management di-
rectives are carried out. They help ensure that
necessary actions are taken to address risks to
achievement of the Company’s objectives. Con-
trol activities are set throughout the organiza-
tion, at all levels and in all functions. They in-
clude various ranges of activities including but
not limited to approvals, authorizations, veri-
fications, reviews of operating performance,
security of assets, and segregation of duties.

Internal Controls over
Financial Reporting

The Group’s external financial reporting pro-
cess, internal control and risk management
systems are briefly described in this section.
The main focus is on financial accounting and
related controls.
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The key areas of EB’s internal control framework 2012

FINANCIAL REPORTING ORGANIZATION

The Group’s financial administration is orga-
nized so that both Business Segments have
their own operative financial organization, and
the financial management as well as central ex-
pert functions regarding accounting, taxation,
financing, and asset management, are central-
ized in the Group’s parent company.

The financial management of the Business
Segments is responsible for organizing the ac-
counting, money transactions and other daily fi-
nancial operations of the companies belonging
to the segment as well as organizing the inter-
nal reporting that supports the segments’ busi-
ness. The financial management of the Business
Segment controls and supervises the operation
of the financial administration organizations of
the segment companies, and it reports primar-
ily to the President of the Business Segment,
but matrix-wise also to the CFO of the Group. In
addition, the tasks of the Group’s parent com-
pany’s financial administration consist of, inter
alia, monthly consolidation of the Group entity,
preparation of interim reports and consolidated
financial statements, management and invest-
ment of monetary assets of the Group, manage-
ment of liahilities, protection of exchange risk,
and transfer pricing.

The finance function of the Group’s parent
company implements operative supervision
under the Group’s CFO who reports any super-
visory findings to the Finance and Audit Com-
mittee. The Group’s parent company'’s financial
administration and financial management of
the Wireless Business Segment is located in

Finland, and the financial management of the
Automotive Business Segment in Germany. The
Group’s subsidiaries in People’s Republic of Chi-
na, Germany and the USA have own accounting
departments. Accounting functions in smaller
subsidiaries in France and Japan are organized
in the external accounting offices or, as in Aus-
tria, in the accounting department of the Ger-
man subsidiary. The tasks and responsibilities
of the accounting function of the parent com-
pany and each subsidiary are included in the job
descriptions of the teams and employees.

FINANCIAL REPORTING SYSTEMS
Consolidated financial statements are prepared
by using the chosen consolidation tool. The ac-
counting of the Group’s subsidiaries is mainly
done by using the Group’s common accounting
system, from which the actual figures are re-
ported on a monthly basis directly to the con-
solidation system. Subsidiaries in Japan and
France send the information in a pre-defined
format directly to the group consolidation.

The accounting system in use includes gen-
eral ledger accounting, accounts payables and
accounts receivables. Current assets and pay-
roll accounting is organized through various
programs or purchased as outsourced service.
Purchase invoices are circulated through elec-
tronic invoice processing system. The same
bank application is used in both Finland and
Germany, the USA has a similar bank applica-
tion.

Global forecasts and budgets are prepared by
using the same forecast and reporting program



maintained by the Group parent company. In
some business segment companies, separate
programs supporting internal reporting are in
use.

INTERNAL CONTROLS

The Group’s internal control mechanisms are
based on policies, instructions, limited process
descriptions, authorization matrix, financial re-
porting review meetings, and segregation of key
accounting duties.

COMPLIANCE PROCEDURES

Compliance procedures are in place at all lev-
els of the organization to ensure that that all
applicable laws, regulations, internal policies
and ethical values including sustainability are
adhered to. Group functions and businesses
are responsible for following up developments
in legislation and regulations in their respective
areas and communicating them to the organiza-
tion. Businesses and corporate function direc-
tors are responsible for setting up adequate
compliance controls and compliance related
training in their units.

ROLES AND

RESPONSIBILITIES REGARDING RISK
MANAGEMENT AND INTERNAL CONTROL

The key roles and responsibilities regarding the
Group’s internal control and risk management
are defined as follows:

BOARD OF DIRECTORS

The Board of Directors is ultimately responsible
for the administration and the proper organiza-
tion of the operations of the Company. Accord-
ing to good corporate governance, the Board al-
so ensures that the Company has duly endorsed
the corporate values applied to its operations.
The Board approves the internal control, risk
management and corporate governance poli-
cies. The Board establishes the risk-taking level
and risk bearing capacity of the Company and
re-evaluates them on a regular basis as part of
the strategy and goal setting of the Company.
The Board reports to the shareholders of the
Company.

AUDIT AND FINANCIAL COMMITTEE
Audit and Financial Committee is responsible
for the following internal control related duties:
« to monitor the reporting process of

financial statements;
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- to supervise the financial reporting process;

- to monitor the efficiency of the Company’s
internal control, internal audit, if
applicable, and risk management systems;

- to review the description of the main
features of the internal control and risk
management systems pertaining to the
financial reporting process, which is
included in the Company’s corporate
governance statement; and

« to monitor the statutory audit of the
financial statements and consolidated
financial statements.

More detailed descriptions of how Audit and
Financial Committee is fulfilling its monitoring
role are defined in Committee’s annual plan. The
Audit and Financial Committee reports to the
Board of Directors of the Company.

CHIEF EXECUTIVE OFFICER

CEO is in charge of the day-to-day manage-
ment of the Company in accordance with the
instructions and orders given by the Board. CEO
sets the ground of the internal control environ-
ment by providing leadership and direction to
senior managers and reviewing the way they
are controlling the business. CEQ is in charge
of the risk management process of the Group
and its continuous development, allocation of
resources to the work, review of risk manage-
ment policies as well as defining the principles
of operation and overall process. CEO reports
to the Board on risk management as part of the
monthly reporting. The CEO and the manage-
ment of the Group functions and the CEQ’s of
the Business Segments, which operate under
CEO, are responsible for the management of
risks endangering the fulfillment of objectives
set to the Company.

CHIEF FINANCIAL OFFICER

CFO ensures and controls that the Group’s ac-
counting and financial reporting practices com-
ply with the law and that the financial reporting
is reliable.

CHIEF LEGAL OFFICER

Chief Legal Officer ensures that the Group’s
corporate governance practices comply with
the law and that legal matters of the Group are
handled appropriately, in particular the contrac-
tual risks relating to business operations.

BUSINESSES SEGMENTS

Segment Boards and management of Business
Segments are responsible for internal control
implementation in the Business Segments. More
specific internal control policies and procedures
are established within each segment within the
principles set by the Group functions. Addition-
ally, the management of Business Segments and
the Group Management are responsible for im-
plementing risk management practices in plan-
ning cycle and daily operations, and ensure the
adherence of

« laws,

- regulations,

- internal policies, and

- ethical values

in their designated responsibility areas. Some
areas of risk management, in particular the
management of financial risks and insurances,
have been centralized for the purpose of scale
advantage and for securing sufficient Group-
level control.

FINANCE FUNCTION

Group’s parent company’s finance function is

responsible for:

« ensuring a setup of adequate control
activities for business segments in
cooperation with the business management;

« operative follow-up of the adequacy and
effectiveness of control activities; and

« ensuring that external reporting is correct,
timely and in compliance with regulations.

Finance function does not have a separate in-
ternal control function. Group CFO reports any
supervisory findings to the Finance and Audit
Committee.

INTERNAL AUDIT

The Company has no specific internal audit or-
ganization. This is taken into account in the con-
tent and scope of the annual audit plan. On the
one hand external auditing focuses on specific
areas in turn to be audited, and on the other
hand, on separately agreed priority areas.
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Net Sales and
Operating Result
of 2012 from

the Continuing
Operations grew
clearly from the
previous year.
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2012 in Brief

EB reportsits 2012 financial results, as provided
by the IFRS5 standard, divided between Conti-
nuing and Discontinuing Operations. Test Tools
product business, sold after the reporting pe-
riod on January 31, 2013, is classified as Dis-
continuing Operations in this report. Summary
of Continuing and Discontinuing Operations is
presented under section “Financial performan-
ce during January-December 2012, continuing
operations”.

The figures of 2012 include the following
non-recurring items totaling approximately EUR
4 million: non-recurring costs of EUR 1.2 million
related to collecting the receivables from Ter-
reStar Companies and non-recurring income of
EUR 1.2 million and a positive cash flow impact
of EUR 10.8 million resulting from the settle-
ment payment of USD 13.5 million received in
the reorganization case of TerreStar Corporati-
onin the third quarter; and non-recurring items
of approximately EUR 4 million in total, booked
in the fourth quarter of 2012, as result of the fi-
nancial challenges faced by a US based custo-
mer of EB’s subsidiary, Elektrobit Inc.

Net sales from Continuing Operations in the
reporting period was EUR 185.4 million (EUR
148.0 million in 2011), representing an increase
of 25.3 % year-on-year. Net sales of Automoti-
ve Business Segment grew to EUR 122.1 million
(EUR 98.3 million in 2011), representing a 24.3
% growth year-on-year. The Wireless Business
Segment’s net sales from Continuing Operations
grew by 27.7 %, to EUR 63.5 million (EUR 49.8
million in 2011).

Operating profit from Continuing Operations
was EUR 2.5 million including the above mentio-
ned non-recurring items of approximately EUR
4 million in total (operating loss of EUR -5.5
million, including EUR 0.9 million non-recur-
ring costs related to collecting the receivables
from TerreStar companies, in 2011). Operating
profit from Continuing Operations without the-
se above mentioned non-recurring items was
EUR 6.5 million (operating loss of EUR -4.6 mil-
lionin 2011).

On May 11, 2012 EB signed committed cre-
dit facility agreements with Nordea Bank Fin-

land plc. According to the agreements, the EUR
10 million credit facility agreement, valid until
June 30, 2012, was extended and, in addition, a
new EUR 10 million revolving credit facility ag-
reement was signed. These facilities, intended
for general financing purposes, are valid until
June 30, 2014.

On June 21, 2012 EB lowered its operating
result guidance for the first half of 2012 and
gave more precise guidance for the whole year
2012 so that EB expected the operating result
of the second quarter of 2012 to stay below the
level of the first quarter 2012 (EUR 0.9 million,
1Q 2012), and that EB expected for the first half
of 2012 that net sales will grow clearly from the
previous year (EUR 76.1 million, 1H 2011), and
the operating result will be close to zero level
(operating loss of EUR -4.4 million, 1H 2011).
EB announced that due to the lowered opera-
ting result outlook for the first half of 2012 al-
so the outlook for the whole year 2012 was lo-
wered, however, EB still expects for the year
2012 that the net sales and operating result will
grow clearly from the previous year (net sales
of EUR 162.2 million, and operating loss of EUR
-4.0 million in 2011). The reason for the changed
operating result outlook was that the company
booked a provision of EUR 0.8 million due to the
estimated costs related to collecting the recei-
vables from TerreStar Companies, and in addi-
tion it became obvious that the operating profit
in both Automotive and Wireless Business Seg-
ments during the second quarter of 2012 will
remain somewhat lower than planned mainly
due to the higher than estimated project costs.
Regarding the company’s net sales, the outlook
was not changed.

On August 2, 2012 Elektrobit Inc., a subsi-
diary of Elektrobit Corporation, and TerreStar
Corporation and certain of its preferred share-
holders entered into a settlement between the
parties in resolution of all disputes between EB
and other parties in the TerreStar Corporation
Chapter 11 reorganization cases under United
States Bankruptcy Code. On August 24, 2012,
the United States Bankruptcy Court formally
approved the settlement. EB received a cash
payment of USD 13.5 million (EUR 10.8 million)
in full and final satisfaction of its claim against



TerreStar Corporation and in resolution of all
disputes between EB and other parties on Au-
gust 28, 2012. The settlement does not include
the TerreStar Networks Chapter 11 cases, which
remain pending, and does not include any distri-
bution therefrom that may be available for EB.
The settlement payment in the TerreStar Corpo-
ration Chapter 11 cases resulted a non-recurring
positive effect of approximately USD 1.6 million
(EUR 1.2 million) to EB’s operating result, and a
non-recurring positive effect of USD 13.5 million
(EUR 10.8 million) to EB’s cash flow in the third
quarter of 2012.

On October 26, 2012 Elektrobit Automoti-
ve GmbH, a subsidiary of Elektrobit Corporati-
on, and Audi Electronics Venture GmbH (AEV), a
subsidiary of AUDI AG, decided to expand their
joint venture activities from infotainment soft-
ware to provide systems integration and sys-
tems engineering services to AUDI AG and other
VW Group companies for their future connected
infotainment solutions. To build the required en-
gineering competences and capacity, the joint
venture announced to establish a new site in
Ulm, Germany and plans to hire up to 100 R&D
engineers by end of 2013, leveraging the exis-
ting knowledge base and competency in sys-
tems integration and software development in
Ulm area. The expansion of the joint venture
was estimated not to have significant impact on
EB’s net sales, operating result or balance sheet
in 2012 and 2013.
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Financial performance during

January-December 2012, Continuing Operations

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (MEUR)  1-12/2012  1-12/2011
12 MONTHS 12 MONTHS

CONTINUING OPERATIONS

Net sales 185.4 148.0
Operating profit / loss 2.5 -5.5
Financial income and expenses -0.5 -04
Result before tax 2.0 -59
Result for the year from continuing operations 2.1 -6.5
Result for the year from discontinuing operations 1.2 1.5
Result for the year 3.3 -5.1
Total comprehensive income for the year 3.5 -5.2

Result for the year attributable to:

Equity holders of the parent 2.3 -5.3

Non-controlling interests 1.0 0.2
Total comprehensive income for the year attributable to:

Equity holder of the parent 2.5 -5.5

Non-controlling interests 1.0 0.2
Earnings per share from Continuing Operations, EUR 0.01 -0.05

Cash flow from operating activities was EUR 8.1 million (EUR 5.3 million in 2011) including an
approximately EUR 10.8 million positive cash flow effect resulting from the settlement payment
in the reorganization cases of TerreStar Corporation in the third quarter of 2012. Both cash flows
include Continuing and Discontinuing Operations.

« Equity ratio was 54.7% (62.8% in 2011).
Net gearing was 4.1% (-1.4% in 2011).
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Quarterly figures, Continuing Operations

ELEKTROBIT GROUP’S NET SALES AND OPERATING RESULT, CONTINUING OPERATIONS, MEUR:

4Q12 3Q12 2Q12 1Q12 4Q11
Net sales 52.6 443 43.6 45.0 44.1
Operating profit (loss) 0.2 2.2 -0.7 0.8 2.2
Operating profit (loss) without non-recurring costs 43 1.0 0.2 1.1 29
Result before taxes -0.2 2.0 -0.3 0.4 2.4
Result for the period 1.3 1.8 -0.1 0.3 3.2

WIRELESS BUSINESS SEGMENT, NET SALES AND OPERATING RESULT WITHOUT NON-RECURRING ITEMS, CONTINUING OPERATIONS, MEUR

4Q12 3Q12 2Q12 1Q12 4Q11
Net sales 16.4 14.1 16.6 16.4 16.1
Operating profit (loss) 3.2 2.0 -09 -0.1 0.1
Operating profit (loss) without non-recurring items 09 0.8 0.0 0.2 0.8

Non-recurring items are exceptional gains and costs that are not related to normal business operations and occur only seldom. These items include
capital gains or losses, significant changes in asset values such as write-downs or reversals of write-downs, significant restructuring costs, or other
items that the management considers to be non-recurring. When evaluating a non-recurring item the euro translation value of the item is conside-
red, and in case of a change in an asset value, it is measured against the total value of the asset.

Non-recurring items, mentioned in the tables above, are costs related to collecting the receivables from TerreStar Companies and income resulting
from the settlement payment in the reorganization cases of TerreStar Corporation, which are reported as a part of the Wireless Business Segment’s
operating result, and non-recurring items of approximately EUR 4 million in total, booked in the fourth quarter of 2012, as result of the financial chal-
lenges faced by a US based customer of EB’s subsidiary, Elektrobit Inc. These non-recurring items have been reported as part of Wireless Business
Segment’s operating result.

THE DISTRIBUTION OF NET SALES BY BUSINESS SEGMENTS, CONTINUING OPERATIONS, MEUR:

4Q12 3Q12 2Q12 1Q12 4Q11
Automotive 36.2 30.2 27.0 28.7 28.0
Wireless 16.4 14.1 16.6 16.4 16.1
Corporation total 52.6 443 43.6 45.0 44.1

THE DISTRIBUTION OF NET SALES BY MARKET AREAS, CONTINUING OPERATIONS, MEUR AND %:

4Q12 3Q12 2Q12 1Q12 4Q11
Asia 2.4 (4,5%) 3.1 (71%) 1.1 (2,6%) 1.9 (4,2%) 3.1(7,0%)
Americas 6.4 (12,1%) 7.6 (17,2%) 7.5 (17,2%) 7.1 (159%) 6.3 (14,2%)
Europe 43.8 (83,4%) 33.5(75,7%) 349 (80,2%) 36.0 (799%)  34.8 (78,8%)
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NET SALES AND OPERATING PROFIT DEVELOPMENT BY BUSINESS SEGMENTS AND OTHER BUSINESSES, CONTINUING OPERATIONS, MEUR:

4Q12 3Q12 2Q12 1Q12 4Q11
Automotive
Net sales to external customers 36.2 30.2 27.0 28.7 28.0
Net sales to other segments 0.0 0.0 0.0 0.0 0.0
Operating profit (loss) 3.3 0.2 0.2 09 2.1
Wireless
Net sales to external customers 16.4 14.1 16.6 16.3 16.1
Net sales to other segments 0.0 0.0 0.0 0.2 0.1
Operating profit (loss) 3.2 2.0 -09 -0.1 0.1
Other businesses
Net sales to external customers 0.0 0.0 0.0 0.0 0.0
Operating profit (loss) 0.1 -0.0 -0.0 -0.0 0.0
Total
Net sales 52.6 443 43.6 45.0 44.1
Operating profit (loss) 0.2 2.2 -0.7 0.8 2.2
SUMMARY OF CONTINUING AND DISCONTINUING OPERATIONS, MEUR
2012 4Q 12 3Q12 2Q12 1Q12
Net sales
Continuing Operations 185.4 52.6 44.3 43.6 45.0
Discontinuing Operations 16.1 54 2.7 44 3.6
Total 201.5 579 47.0 48.0 48.6
Operating profit / loss
Continuing operations 2.5 0.2 2.2 -0.7 0.8
Discontinuing operations 1.3 1.0 -0.1 0.3 0.1
Total 3.7 1.2 2.1 -04 0.9
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EB’s reporting is based on two Business Seg-
ments, which are the Automotive and Wireless.
(Corresponding figures are for 2011 unless ot-
herwise indicated.)

Automotive Business Segment

January-December 2012

In Automotive Business Segment EB offers soft-
ware products and R&D services for carmakers,
car electronics suppliers and other suppliers to
the automotive industry. The offering includes
in-car infotainment solutions, such as navigati-
on and human machine interfaces (HMI), as well
as software for electronic control units (ECU)
and driver assistance. By combining its software
products and R&D services, EB is creating uni-
que, customized solutions for the automotive
industry. EB’s software products are: EB street
director navigation software, EB GUIDE HMI
development and speech dialogue platform,
EB tresos product line of software components
used in ECUs and tools for their configuration,
and EB Assist ADTF, an extensive software deve-
lopment kit for driver assistance solutions. The-
se software products generate license fees, of-
ten combined with supply of R&D services for
customized solutions.

EB and AUDI’s subsidiary, Audi Electronics
Venture GmbH (AEV), have a joint venture
e.solutions GmbH that is currently developing
infotainment software and provides systems
engineering and systems integration services
for Volkswagen Group car models. EB owns
51% of e.solutions GmbH and AEV 49%. Du-
ring 2009-2012 e.solutions has been included
as subsidiary in Elektrobit Corporation’s conso-
lidated financial statements. From the begin-
ning of 2013 on, e.solutions GmbH will be con-
solidated in Elektrohit Corporation’s financial
statements according to IFRS standards’ pro-
portionate consolidation method in accordan-
ce with EB’s 51% holding of e.solutions GmbH.
At the end of 2012, the joint venture had more
than 200 employees, and its head office is lo-
cated in Ingolstadt, Germany. EB also delivers
products and R&D services to the joint venture.

Automotive business continued to grow
steadily in the infotainment, driver assistance
and ECU (Electronic Control Unit) software mar-
kets. Net sales of the Automotive Business Seg-
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ment grew in January-December 2012 to EUR
122.1 million (EUR 98.3 million), representing
24.3 per cent growth year-on-year. The opera-
ting profit was EUR 4.7 million (EUR 0.8 million).
The net sales of the Automotive Business Seg-
ment grew according to its targets. The ope-
rating profit improved clearly from the previo-
us year, but remained lower than targeted due
to certain bigger than expected project related
costs.

In March EB established a subsidiary in
People’s Republic of China, EB Automotive Soft-
ware (Shanghai) Ltd. The new office provides
the possibility for EB to support a larger custo-
mer base in China and neighboring markets in
Central Asia.

e.solutions GmbH progressed well and ac-
cording to its targets in developing the high-
end infotainment system. During the year
AUDI announced that it will be used in the new
A3 model’s high-end infotainment system.

In October EB GUIDE 5.4 was launched. This
new version of EB GUIDE is a complete soft-
ware solution that includes support for speech,
multi-touch, and gesture interaction, as well as
a technology demonstrator for integration of
web-based applications based on e.g. HTML5.

The new VW Golf VII, launched in autumn
2012, has EB’s speech dialogue software EB GUI-
DE STF and navigation software EB street direc-
tor integrated in its standard infotainment sys-
tem.

In October the joint venture activities in
e.solutions GmbH were expanded to include
systems engineering and provision of systems
integration services to AUDI AG and other VW
Group companies for their future connected in-
fotainment solutions. To build the required en-
gineering competences and capacity, the joint
venture established a new site in Ulm, Germa-
ny. By end of 2013 e.solutions is planning to
hire up to 100 R&D engineers in Ulm, levera-
ging the existing knowledge base and compe-
tency in systems integration and software de-
velopment.

Automotive Market Outlook

The demand for EB’s products and services is
estimated to develop positively year-on-year
during 2013 in Automotive Business Segment.
The uncertainty in the market outlook for the
global car industry has recently grown especi-

ally in Europe where the number of cars sold is
expected to decrease in 2013 from 2012, whi-
le in the USA, and China and other developing
countries, the market is expected to grow. Des-
pite the uncertainties, many carmakers have
continued good financial performance also du-
ring the second half of 2012. The slowing down
of the markets affects decreasingly also to the
carmakers’ R&D investments. However, carma-
kers will continue to invest in automotive soft-
ware for new car models and the market for
automotive software products and services is
estimated to continue growing during 2013, but
at a slower pace than in the years before.

In the labor market, particularly in Germany,
competition in hiring talented engineers is still
tight and is slightly slowing down the growth
of the amount of personnel, thereby impacting
the growth of the services business. e.solutions
GmbH, the joint venture with AUDI, succeeded
to grow its personnel significantly during the
end of 2012 after announcing the decision to ex-
pand its business, and the outlook for the joint
venture’s growth in 2013 is good.

A Roland Berger study estimates that the
share of electronics in cars will grow from 23
per cent in 2010 to 33 per cent until 2020. The
move to greater electronic content in cars has
been underway for several years and has re-
sulted in such major innovations as security
systems, anti-lock brakes, engine control units,
driver assistance, and infotainment. These fea-
tures have become so enormously popular that
they are now widely available in both low-end
and high-end vehicles, demonstrating that con-
sumers are willing to pay for technology that
enhances their driving experience. Further
market growth is expected e.g. in the areas of
Driver Assistance and Connected Car solutions.
Connectivity with the cloud can provide seve-
ral enhancements to car functions such as na-
vigation. EB is already working with INRIX and
other traffic providers to have real-time traffic
information, which can provide navigation with
daily relevance to the drivers. AUDI Connect is
one example of advanced connected services
into the car.

The increasingly sophisticated and networ-
ked features and growing performance foster
the complexity of automotive electronics. At the
same time consumers expect the same richness
of features and user experience they know from



the internet and mobile devices also within the
car. Carmakers have been steadily integrating
more electronic components into vehicles. The-
se development trends are driving the industry
towards a gradual separation of software and
hardware in electronics solutions in order to
manage the architectural software layer ap-
propriately and to aim for efficiency in innova-
tion and implementation. The use of standard
software solutions is expected to increase in the
automotive industry. This enables faster inno-
vation, improves quality and development effi-
ciency and reduces complexity related to dep-
loyment of software.

The fundamental industry migration and
consequent growth of the automotive softwa-
re market will continue. Cost pressures of the
automotive industry are expected to accelerate
the need for productized and efficient software
solutions EB is offering. The estimated annual
automotive software market growth rate until
2019 is expected to exceed the growth rate of
passenger car production volume that is esti-
mated to be 5.5% CAGR (LMC Automotive’s Q4
2012 Forecast).

EB’s net sales cumulating from the auto-
motive industry is currently primarily driven
by the development of software and software
platforms for new cars and by sales of software
licenses needed in product development. Hen-
ce the dependency of EB’s net sales on car pro-
duction volumes is currently limited; however,
the direct dependency on production volumes is
expected to increase over the forthcoming yea-
rsasaresult of the EB’s transition towards soft-
ware product business models.

Wireless Business Segment

January-December 2012

In the Wireless Business Segment EB offers pro-
ducts and product platforms for defense and
public safety markets and for industrial use, as
well as product development services and cus-
tomized solutions for wireless communications
markets and for other companies needing wire-
less connectivity for their devices targeted for
consumers or professional use. EB’s products
in the Wireless Business Segment are EB Tacti-
cal Wireless IP Network for tactical communica-
tions, EB Tough Voip for tactical IP-based com-
munication, and EB Wideband COMINT Sensor

for signals intelligence. The product platforms
are EB Counter RCIED Platform for electronic
warfare, Android-based EB Specialized Devi-
ce Platform, and EB LTE Connectivity Module
for specialized markets. For the latest wireless
technologies and applications EB offers a broad
range of R&D services such as consulting, in-
tegration, software and hardware development.
EB signed an agreement with Anite plc on
January 28, 2013, under the terms of which EB
agreed to sell its Test Tools product business
to Anite. The deal was completed on January
31, 2013. EB reports its 2012 financial results,
as provided by the IFRS5 standard, divided bet-
ween Continuing and Discontinuing Operations.
Test Tools product business is classified as Dis-
continuing Operations in this financial state-
ment. The following figures include only the net
sales and operating result of Continuing Opera-
tions.
The figures of the 2012 for Wireless busi-
ness segment include the following non-recur-
ring items totaling approximately EUR 4 million:
- non-recurring costs of EUR 1.2 million related
collecting the receivables from TerreStar
companies and non-recurring income of
EUR 1.2 million and a positive cash flow
impact of EUR 10.8 million resulting from the
settlement payment of USD 13.5 million
received in the reorganization case of
TerreStar Corporation in the third quarter;
and

« non-recurring items of approximately EUR
4 million in total, booked in the fourth
quarter of 2012, as result of the financial
challenges faced by a US based customer of
EB’s subsidiary, Elektrobit Inc.

The Wireless Business Segment’s net sales from
continuing operations in January-December
2012 grew 27.7 per cent year-on-year, to EUR
63.5 million (EUR 49.8 million). The net sales
grew in the defense and public safety markets,
and in the mobile infrastructure markets.

The operating result of the Wireless Business
Segment remained negative due to above-men-
tioned non-recurring items of approximately
EUR 4 million in total. Without these non-recur-
ring items, the operating result of the Wireless
Business Segment would have improved near-
ly as planned. The operating loss from contin-
uing operations of the Wireless Business Seg-
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ment in January-December 2012 was EUR -2.2
million including the above mentioned non-re-
curring items of approximately EUR 4 million in
total (operating loss of EUR -6.2 million inclu-
ding EUR 0.9 million non-recurring costs rela-
ted to collecting the receivables from TerreStar
companies). Wireless Business Segment’s ope-
rating profit from continuing operations without
the above-mentioned non-recurring items was
EUR 1.8 million (operating loss of EUR -5.3 mil-
lion).

EB continued its R&D investments in the Wi-
reless segment’s continuing operations in pro-
ducts and product platforms targeted for the
defense and public safety markets, and in the
discontinuing operations in radio channel emu-
lation products.

In January EB announced a partnership with
Renesas Mobile to provide its Specialized Devi-
ce Platform with LTE capabilities, and that Rap-
tor ID chose the Specialized Device Platform for
its new biometric mobile devices for the US go-
vernmental markets.

In March EB announced to close down its Wi-
reless Business Segment Espoo site in Finland in
order to rationalize its operations and improve
the cost structure. The personnel negotiations
concluded in April concerned 25 employees, and
all were offered a position at Company’s other
sites. 14 employees continued at other EB sites,
six employees were dismissed and the rest we-
re employed outside EB.

In April EB announced updates to its Tough
VoIP product family with new versions of the
Field and Desktop phone. EB also announced
the EB Propsim F32, a new radio channel emu-
lator product with the highest emulation capa-
city in the market.

In September EB announced the new EB
Propsim FS8, a compact sized radio channel
emulator for 4G LTE product developers and
mobile network operators, complementing its
radio channel emulator product family.

In December EB made the first deliveries of
its Tough VolP products and the first series of
Tactical Wireless IP network communications
system products to the Finnish Defence Forces.
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Wireless Market Outlook

In the Wireless Business Segment, EB’s cus-
tomers operate in various industries, each
of them having own industry specific factors
driving the demand. A common factor crea-
ting demand among the whole customer ba-
se is the introduction of new technologies. The
implementation of LTE (Long Term Evolution)
technology continues to be the most important
technological change driving the demand, and
in 2013 EB’s business driven by LTE is expected
to stay at the same level as in 2012. Mastering
of multi-radio technologies and end-to-end sys-
tem architectures covering both terminals and
networks has gained importance in the comp-
lex wireless technology industry.

The global defense market is estimated to
remain stable during 2013. EB currently aims
at bringing its products to the global defense
market with the target to gradually increase the
product sales in the next few years. The deve-
lopment of defense budgets varies geographi-
cally with budget cuts in the western markets
and increases in Asia and South America. In
Tactical Communications the growing importan-
ce of situational awareness shared by military
forces creates a need for new broadband net-
works, such as EB’s IP (Internet Protocol) based
tactical communications solutions. The defense
market is characterized by long sales cycles dri-
ven by purchasing programs of national govern-
ments, and the purchases of the selected pro-
ducts take place over several years.

For the markets of national security and ot-
her authorities, EB offers specialized customi-
zed solutions based on its product platforms.
The trend of adopting new commercial techno-
logies, such as LTE and smart phone related
software applications, is expected to continue
in special verticals such as public safety. The
specific LTE frequency band allocations for aut-
horities create demand for customized LTE de-
vices. These markets have special requirements
and the volumes are lower than in the mass-
markets. The US public safety market is prog-
ressing, although slowly, towards a nationwide
LTE network.

In the mobile infrastructure market the use
of LTE technology is expected to continue st-
rong. For the mobile infrastructure market this
creates the need for services for LTE base stati-
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on design. There is a wide range of frequencies
allocated for LTE globally, thus creating a need
to develop multiple products to cover the mar-
ket, and to design product variants. The need
for R&D services for connected devices for va-
rious end user needs emerged during 2012 and
this trend is expected to continue in 2013.

EB continued its investments in R&D in the au-
tomotive software products and tools in Auto-
motive Business Segment, and in products and
product platforms for the defense and public
safety markets in Wireless Business Segment’s
continuing operations.

The total R&D investment for continuing
operations during January-December 2012
was EUR 22.2 million (EUR 22.1 million in 2011),
equaling 12.0% of the net sales (15.0 % in 2011).
The share of R&D investments in Automotive
Business Segment was EUR 18.1 million (EUR
18.0 million in 2011) and in Wireless Business
Segment in Continuing Operations EUR 4.1 mil-
lion (EUR 4.1 million in 2011). In addition, the
R&D investment for the Discontinuing Opera-
tions was EUR 2.6 million.

EUR 2.9 million of R&D investments of the
reporting period were capitalized (EUR 6.6 mil-
lion in 2011). Depreciations of R&D investments
were EUR 0.9 million during the reporting peri-
od (EUR 1.6 million in 2011). The amount of ca-
pitalized R&D investments at the end of Decem-
ber 2012 was EUR 13.5 million. A significant part
of these capitalizations is related to customer
agreements of Automotive Business Segment,
where future license fees, based on the actual
car delivery volumes, are expected to accumu-
late in the coming years.

EB will apply the new IFRS10 and IFRS11 stan-
dards from the beginning of 2013 and will con-
solidate e.solutions GmbH, the jointly owned
company with AUDI, applying the proportionate
consolidation method. EB holds a 51% stake in
e.solutions GmbH, Audi holding the remaining

49%. Previously e.solutions GmbH has been in-
cluded in EB’s consolidated financial statements
as subsidiary and it has been consolidated in
full. As a result of the change in the method of
consolidation, the proportion of net sales and
operating result of e.solutions GmbH consolida-
ted into EB’s consolidated financial statements
will decrease. The change in the method of con-
solidation as presented above has been taken
into account in the 2013 outlook for net sales
and operating result presented below and the
2012 net sales and operating result, presented
for comparison, are pro forma figures, assu-
ming that proportionate consolidation method
would have been applied already in 2012. Mo-
re information about this has been presented
in the stock exchange release announced on
February 19, 2013 and in this report in the sec-
tion “Change in the consolidation of the joint-
ly owned company of EB and AUDI as of Janua-
ry 1, 2013".

Carmakers continue to invest in software for
new car models and the market for automotive
software products and services is estimated to
continue growing. However, the growth rate of
the global automotive industry is estimated to
be less than in the previous year due to the fi-
nancial uncertainties in Europe. Despite these
uncertainties, many carmakers have continued
good financial performance also during the end
of 2012 and slowing down of the markets affects
different carmakers in different ways. In the Wi-
reless Business Segment the demand growth
will be driven