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In 90 minutes,

the sun gives out
the same amount
of energy to the
earth as the world’s
population uses in

one year.




Fortum’s purpose is to crea
and future generations. We provi
the needs for low emissions, resource-efficiency and energy security,
and deliver excellent value to our shareholders. Our activities cover
the generation, distribution and sales of electricity and heat as well as
related expert services.

Fortum’s operations focus on the Nordic countries, Russia and Baltic ﬂ

=

Rim area. In the future, fast-growing and liberalising energy markets
in Europe and Asia provide additional growth opportunities.
In 2010, Fortum’s sales totalled EUR 6.3 billion and comparable
operating profit was EUR 1.8 billion. We employ approximately
10,500 people. Fortum’s shares are quoted on NASDAQ OMX Helsit

-
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Fortum in brief

Y
Fortum’s operations are based in the

Nordic countries, Russia and the Baltic Rim

area. Future growth opportunities can be

foreseen in the fast-growing, liberaliSing =g

energy markets in Europe and Asia.

Y, Distribution network

Finland Sweden
er generation capacity 5,181 MW Power generation capacity 5,885 MW
2at production capacity 3,745 MW Heat production capacity 4,576 MW
~ Distribu ign customers 620,000 Distribution customers 893,000
f el "rltity customers 15% Share of electricity customers 12%
: 1 2,609 Employees 2,257
Russia
Power generation capacity 2,785 MW
Heat production capacity 13,796 MW
Employees 4,289
Norway
Heat production capacity 167 MW
Distribution customers 100,000
Share of electricity customers 3%
Employees 137
Latvia
Heat production capacity 192 MW
........... Employees 90
reat B Lithuania
Power generation | -apacity Heat production capacity 60 MW
Heat production capacity 250 MW Employees 73
Employees 63
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Group business structure

Divisions

Business

‘Reporting segment

:Comparable operating profit

Net assets

Market position

Geographic area of operations

Business drivers

Strategy drivers

Further information on the web

The Power Division consists of
Fortum's power generation, physical

operation and trading as well as expert

services for power producers.

UR 1,298 million
UR 5,806 million

Third largest power producer in the
Nordic countries; among the 15 largest
in Europe and Russia

Production in Finland, Sweden and

Great Britain; expert services world-

wide

* Nordic power price, stability through
hedging

* About 90% of the production is
hydro and nuclear power: hydro-
logical situation, nuclear power avail-
ability, and prices of fuels and emis-
sions allowances important

* Flexible, market-driven production
portfolio

* Focus on CO3-free nuclear and hydro
power

* Solid position on the Nordic power
market and proven track-record from
liberalised power markets central
to capturing opportunities in the
integrating European market

www.fortum.com/power

The Heat Division consists of combined
heat and power generation (CHP),
district heating and cooling activities
and business-to-business heating solu-

tions.

UR 4,182 million

Leading heat supplier in the Nordic
countries; growing operations in
Poland and the Baltics

Finland, Sweden, Norway, Poland,
Lithuania, Latvia, Estonia

« Steady growth through investments

« Fuel flexibility and efficiency play a
key role

* Recent investments into new CHP
production have started to bring
earnings

* Need for increased resource-effi-
ciency will increase CHP's competi-
tiveness

« EU directive to drive new CHP-invest-
ments

« Potential for increased usage of local
biofuels and waste

* Organic growth opportunities in
emerging markets

« Utilisation of CHP-competence in
fuels and efficient production

www.fortum.com/heat

i Russia

The Russia Division consists of power
and heat generation and sales in Russia.
It includes OAO Fortum and Fortum’s
slightly over 25% holding in TGC-1.

EUR 8 million
EUR 2,817 million

Leading operator in Western Siberia and
the Urals area

Russia

« Liberalisation of the power market

* Investment programme: earnings
growth through new capacity and
new volumes

« Efficiency upgrades

« Gas and electricity price ratio

* Development of heat business

* High power demand growth

* Boosting efficiency of existing opera-
tions and bringing the ongoing invest-
ment programme to completion

www.fortum.com/russia

lectricity Solutiol
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The division is responsible for Fortum's electricity sales and distri-
bution activities. It consists of two business areas: Distribution and

Electricity Sales.

Leading operator in electricity
distribution in the Nordic coun-
tries: total of 1.6 million elec-
tricity distribution customers
Finland, Sweden, Norway,
Estonia

* Regulated, steady return

« Very capital-intensive

« Growth through investments

* Long-term optimised levels of
investment and maintenance

« Cost-efficiency and quality of
service

« Stable regulated earnings

* Technical development utilised
for a more efficient, reliable
and smarter network enabling
sustainable and energy-effi-
cient solutions for customers

Second largest electricity sales
company in the Nordic countries:
1.2 million private and business
customers

Finland, Sweden, Norway

* Margin between Nordic whole-
sale procurement cost and retail
sales price levels

« Efficient hedging of the margin

* Leading seller of eco-labelled
and CO2-free electricity in
Finland, Sweden and Norway

* Cost-efficiency through efficient
business processes

* Growth in customer base
through new offerings and
innovative solutions

* Economies of scale

www.fortum.com/esd
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FORTUM'S TOTAL ELECTRICITY PROCUREMENT BY

FORTUM'S TOTAL HEAT SALES BY AREA, TWh

FORTUM'S TOTAL ELECTRICITY SALES BY AREA,

FORTUM’'S POWER GENERATION BY SOURCE

TYPE, TWh TWh
TWh 2010 2009
100 60 100 Hydro 22.0 221
Nuclear 22.0 214
Thermal 9.7 5.8
Total in EU and Norway 53.7 49.3
Thermal in Russia 16.1 16.0
Total 69.8 65.3
B Purchases @ Other countries @ Other countries
@ Import to the Nordic market @ Finland M Russia
M Own power plants in Russia ™ Sweden M Sweden
M Partly-owned power plants in Europe B Russia ® Finland
@ Own power plants in Europe
1) Power, Heat and Electricity Sales sell electricity to the Nordic power exchange or external
customers and purchase electricity from the power exchange or other external sources. Fortum’s
power exchange transactions are calculated as net amount of hourly sales at the Group Level. The
Russia Division sells electricity to the Russian wholesale market.
POWER GENERATION BY SOURCE ¢, % HEAT PRODUCTION BY SOURCE ¢, % FORTUM’'S POWER GENERATION CAPACITY, 31 DECEMBER 2010
Peat Mw Finland Sweden Russia Other Total
0il Hydropower 1,521 3,162 4,683
Waste
Others Nuclear power 1,439 1,778 3,217
Heat pumps \ / -
and electricity, Natural Combined heat and power 842 536 2,785 262 4,425
838 Condensing power 1,376 397 1,773
Other 3 12 15
Biomass — Total 5181 5,885 2,785 262 14,113
/ FORTUM'S HEAT PRODUCTION CAPACITY, 31 DECEMBER 2010
gas Nuclear MW Finland Sweden Russia Other Total
Heat 3,745 4,576 13,796 2,377 24,494

2) Total power generation in 2010 was 69.8 TWh

3) Total heat production in 2010 was 52.1 TWh

© Read more about the divisions and their operations in 2010 online and in the Operating and financial review,
pages 40-46 and in the Financial Statements Note 5 on page 90.
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Market position

In the Nordic market,
Fortum is a significant
player in power genera-
tion as well as in electricity
distribution and retail.

FORTUM IN 2010

NORDIC POWER GENERATION, 370 TWh
>350 companies

NORDIC ELECTRICITY RETAIL, 14 million customers
~350 companies

Vattenfall Vattenfall
Others / Fortum
Helsingin /Statkraft Others _Dong Energy
Energia \
Agdelj —E.ON
Energi ~ > Hafslund
Norsk Hydro // AN Fortum Statkraft
. [\ \ " SEAS-NVE
E-CO Energi EON Oresundskraft Helsingin Energia
pvo Dong B L
Energy Bixia
Fortum is the world’s fourth
POWER GENERATION, TWh largest heat producer and a
Largest generators in Europe and Russia, 2009 mid-sized European power
generator.
600
500

400
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1) incl. International Power
2) incl. TGC-5, TGC-6, TGC-7, TGC-9

NORDIC ELECTRICITY DISTRIBUTION, 14 million
customers, ~500 companies

Fortum

Vattenfall
Others e
~

— E.ON

" Dong Energy
~ Hafslund
SEAS -NVE

Helsingin
Energia

Syd Energi // )

Goteborg Statkraft
Energi

HEAT PRODUCTION, TWh
Largest producers globally, 2009

140

120

100 I
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S
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1) incl. TGC-5, TGC-6, TGC-7, TGC-9
2) incl. TGC-12, TGC-13
3) 2007

Source of all graphs on the page: Fortum, company information, 2009 figures. Effect of later structural changes taken into account.
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Financial summary
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Operating profit excluding
non-recurring items, fair
value changes of derivatives
not getting hedge accounting
and nuclear fund adjustment.

Comparable operating
profit plus profit from
associated companies
divided by comparable net
assets average.

KEY FINANCIAL FIGURES

EUR miillion or as indicated 2010 2009 2008
Sales 6,296 5435 5,636
EBITDA 2271 2,292 2,478
Comparable EBITDA 2,396 2,398 2,360
Operating profit 1,708 1,782 1,963
Comparable operating profit 1,833 1,888 1,845
Profit for the period, owners of the parent 1,300 1,312 1,542
Capital employed 16,124 15,350 15911
Interest-bearing net debt 6,826 5969 6,179
Net debt / EBITDA 3.0 2.6 2.5
Comparable Net debt / EBITDA 2.8 2.5 2.6:
Return on capital employed, % 11.6 121 15.0
Return on shareholders’ equity, % 15.7 16.0 18.7
Capital expenditure 1,222 862 1,108:
Gross investments in shares 27 67 1,516
Net cash from operating activities 1,437 2,264 2,002

KEY FIGURES BY DIVISION / BUSINESS AREA

Sales Comparable operating profit Comparable RONA%

EUR million or as indicated 2010 2009 2008 2010 2009 2008 2010 2009 2008
Power 2,702 2,531 2,892 1,298 1,454 1,528 22.3 26.4 28.0
Heat 1,770 1,399 1,466 275 231 250 7.7 7.3 7.3
Distribution 963 800 789 307 262 248 9.3 8.6 8.2
Electricity Sales 1,798 1,449 1,922 1 22 -33 9.3 18.6 -15.3
Russia 804 632 489 8 -20 -92 0.7 0.0 -3.8
Other 51 71 83 -66 -61 -56 -1.7 -17.0 -1.7
Eliminations -1,792 1,447 -2,005 - - -

Total 6,296 5,435 5,636 1,833 1,888 1,845

SHARE KEY FIGURES

EUR or as indicated 2010 2009 2008
Earnings per share 146 1.48 1.74
Cash flow per share 1.62 255 2.26
Equity per share 9.24 9.04 896
Dividend per share 1.00" 1.00 1.00
Pay-out ratio, % 685" 67.6 575
Dividend yield ,% 44¢ 53 6.6

Y Board of Directors’ proposal for the Annual

General Meeting on 31 March 2011.

SALES, EUR miillion

© Key financial figures for the years 1998-2010 are presented in the Financial Statements, see pages 129-130.
© Definitions for the key figures are included on pages 134-135 in the Financial Statements.

OPERATING PROFIT AND COMPARABLE

OPERATING PROFIT, EUR million

20

B Operating profit
B Comparable operating profit

RETURN ON CAPITAL EMPLOYED, %

06

@ Current target

o7 08 09

B Incl. REC and Lenenergo gains
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RETURN ON SHAREHOLDERS' EQUITY, % NET CASH FROM OPERATING ACTIVITIES, CAPITAL EXPENDITURE AND GROSS INVESTMENTS INTEREST-BEARING NET DEBT, EUR miillion
EUR million IN SHARES, EUR miillion
20 2,500 3,000 8,000
2,500
2,000

1,500

06 07 08 09

M@ Current target B Investments in shares
@ Incl. REC and Lenenergo gains @ Capital expenditure
Net debt / EBITDA NUMBER OF EMPLOYEES SHARE QUOTATIONS 2006-2010, Index 100 = quote on 2 January 2006

16,000 250

200

150 .
100
50
o
06 07 08 09 10
M Net debt / EBITDA ® Fortum
M Comparable net debt / EBITDA @ DJ European Utilities

B OMX HKI CAP
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January February March April May June
JAN 4 FEB 1 MAR 2 MAY 21
Fortum acquires a com- Fortum divests its share in Fortum Foundation grants Fortum and the City of
bined heat and power plant Karlskoga Energi & Miljo to EUR 650,000 in scholarships Kurikka in Finland team up

in Nokia, Finland

the Karlskoga municipality

JAN 21

Fortum and Stockmann
department stores work
together to install recharg-
ing points for electric cars
in Oulu, Turku and Tam-
pere in Finland

JAN 29

Fortum and the Chelyabinsk
Region Administration in
Russia initiate large-scale
cooperation to improve
energy-efficiency

FEB 2

Fortum’s energy mapping of
sports centres shows large
possibilities to save both
money and climate

FEB 9

Fortum renews its service
offering to large electricity
business customers

FEB 11

Fortum and Seabased
Industry receive positive
response from Swedish
Energy Agency regarding
investment grant for wave
power project

FEB 23

Fortum invests in a new
waste-to-energy power plant
in Lithuania

for energy related research,

education and development

MAR 12

Tieto chooses Fortum’s eco-
efficient energy solution
for its new data centre in

Finland

MAR 13

The EVA concept electric car,
developed by Valmet Auto-
motive together with For-
tum and a number of other
Finnish companies, was pre-
sented at Geneva Motor
Show

MAR 15

Fortum receives the EEI
International Utility Award
for long-term financial
achievement

MAR 25

New lighting installed at
Mariatorget in Stockholm
- twice as much light with

energy-efficient technology

MAR 31

Elisa and Fortum announce
that they will implement an
environmentally friendly
data centre in Espoo,
Finland

APR 21

Finnish Government gives
a negative decision-in-prin-
ciple on Fortum’s nuclear
application

APR 28

Fortum begins renovation
and capacity upgrade works
at Monta hydropower plant
in Finland

to promote electric motoring

MAY 26

Fortum’s tests to increase
use of renewable fuels, such
as olive pits, in energy pro-
duction in Stockholm are
succesful

MAY 27

Fortum and Skanska to uti-
lise smart grids for energy-
efficient urban living

JUN3

Fortum and the City of
Espoo in Finland inaugurate
a new solar power station in
the city car depot

JUN3
Fortum showcases a wave
power buoy in Stockholm

JUN7

City of Espoo, Valmet Auto-
motive, Fortum and Nokia
announced Eco Urban Living
initiative in Finland

JUN9

Fortum inaugurates new
biomass-fired heat plant in
Hanko, Finland

JUN 10

Fortum launches iPhone
application for electric
vehicle charging locations in
Sweden

JUN 29

Fortum and the Russian
TGC-1 celebrate 50 years of
collaboration

JUN 30
Fortum joins the UN Global
Compact initiative
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iy,

July August September October November December
JuL1 AUG 23 SEP 1 NOV 4
Teollisuuden Voima Qyj, of Fortum joins the Cleantech Fortum supports Aalto Uni- Unit 2 of Fortum’s Loviisa
which Fortum owns a 25% Finland research and devel- versity in Finland with power plant celebrates its

share, receives a positive
decision-in-principle from
the Finnish Parliament to
build a fourth nuclear reac-
tor to Olkiluoto, Finland

JUL1

CHP-integrated pyrolysis
pilot tests at Metso’s facility
in Tampere and test pro-
gram of combusting bio-oil
at Fortum Masala heat plant
completed successfully

JUL 29

Fortum announces it will
implement the largest ever
nitrogen oxides reduc-

tion project at Polish power
plants

—

opment initiative

AUG 31

Fortum announces invest-
ment in one of Europe’s
biggest onshore wind farm
projects in Blaiken, Sweden

WWW.FORTUM.COM/MEDIAROOM

= ),
See all Fortum’s press releases from 2010.

it

a contribution of EUR 3
million

SEP 6

Fortum divests minority
holding in Russian electric-
ity sales company to INTER
RAO UES

SEP 6
Fortum issues SEK 6,200
million bonds

SEP 10

Fortum included in the Dow
Jones Sustainability Index
World for the eight consecu-
tive year

SEP 16
Fortum presents its updated
strategy and financial posi-

tion in Capital Markets Day

SEP 22

Fortum commissions a new
biomass-fired combined
heat and power plant in
Czestochowa, Poland

SEP 24

Fortum organises design
competition to redecorate
electricity cabinets

SEP 28

Fortum decides to invest in
a new waste-fired unit for
the Brista combined heat

and power plant in Sweden

ocT 7

Fortum starts pilot rollout of
smart metering to network
customers in Finland

OCT 18
Fortum divests its share in
Energiapolar Oy

oCT 19

Fortum announces plan to
build a new industrial steam
plant in Oulu, Finland

OCT 21

Fortum included in the Car-
bon Leadership index in the
CDP Nordic 200 Report

OoCT 27

Fortum decides to discon-
tinue the Meri-Pori carbon
capture and storage project
in Finland

30th anniversary in Finland

NOV 15

Competition Authority drops
investigation into Fortum’s
district heat pricing in
Sweden

NOV 15

Fortum begins negotia-
tions on the restructuring
of Naantali power plant’s
ownership in Finland

NOV 17

Fortum introduces Energy
Display — a smart way of
reducing energy consump-
tion - in Sweden

NOV 18

Fortum and Novatek extend
cooperation in gas supply
and energy-efficiency in
Russia

NOV 24

Fortum announces acquisi-
tion of two Polish power and
heat companies

NOV 26

Fortum and the Russian
Rosatom sign Memorandum
of Understanding on coope-
ration in nuclear power

NOV 30

Fortum, Rosatom and

NEK sign Memorandum of
Understanding on coopera-
tion in Belene nuclear power
project in Bulgaria

DEC 10

Fortum and the Russian
Energy Agency strengthen
cooperation to improve
energy-efficiency and
innovations

DEC 12

Fortum announces divest-
ment of heat operations out-
side Stockholm in Sweden

DEC 17

Fortum announces deci-
sion to participate in French
hydropower concessions bids

DEC 21

The first new unit of
Fortum’s investment pro-
gramme in Russia inaugu-
rated at Tyumen CHP plant




1.5 billion people

in the world live
without electricity.
The challenge in the
future is to offer them
access to modern and
sustainable energy
systems.

BILLION PEOPLE

WITHOUT

ELECTRICITY

IN THE WORLD
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Fortum’s President and CEO Tapio Kuula sees that the global megatrends affect

the energy sector, e.g., from the perspective of population growth and environment.
g 8os] ) e

Interview

with the President

and CEO

In 2010, Fortum's financial performance
remained solid. In the aftermath of the global
financial crisis, Fortum focused on developing
the company’s long-term strategy under the
leadership of President and CEQ Tapio Kuula
in order to face the challenges of the new

decade even stronger.

Tapio Kuula, your first full year
as President and CEO of Fortum
is now behind you. How have you
developed the company?

For Fortum, 2010 has been a time of
development. After the reorganisation
implemented in 2009, we updated our
strategy and have continued improv-
ing our operational efficiency. We

also started a long-term management
development program to ensure the
implementation of our updated strategy
and to develop the corporate culture with
the aim of enhancing performance and
strengthening growth.

How would you assess Fortum’s
financial performance in 2010?
To summarise the year, I am pleased
with our results. Industrial activity
clearly picked up in Fortum’s key mar-
ket areas and the Russian economy
continued its solid path of recovery. The
overall Nordic and Russian power con-
sumption continued to increase in 2010.
Three out of our five businesses — Heat,
Distribution and Russia — were able to
improve their performance. Electric-
ity Sales suffered from the very cold
weather in January and December that
drove market prices and consumption
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up. Power Division had a relatively good
year considering that it was burdened by
additional costs from capacity upgrades
and modernisation programmes in our
Swedish associated nuclear generating
companies. Power also had higher share
of thermal generation in the production
mix.

Fortum’s financial position and
liquidity are strong and the group’s key
financial return targets have remained
unchanged. Maintaining Fortum’s strong
balance sheet and the flexibility of the
capital structure will continue to be a
priority also in the future. Signalling the
importance of the strong balance sheet,
Fortum adjusted its net debt/EBITDA
target to be around 3 in September. The
earlier target was between 3 and 3.5.

The Nordic power price increased
considerably in 2010, but Fortum
achieved roughly the same price
for its Nordic power sales as in
2009. How do you comment?

2010 was a year characterised by record
low levels in the Nordic water reservoirs

and high spot prices in January and
December. In addition to the low water
levels, the reason for the peak prices
was the cold winter weather combined
with reduced transmission capacity and
outages in the Swedish nuclear power
plants. The average spot price in the
Nordic market increased to EUR 53 per
megawatt-hour (MWh) in 2010 from
EUR 35 per MWh in 2009 on average.
Our Power Division’s achieved Nordic
power price in 2010 was EUR 49.7 per
MWh. The reason that our power price
does not always completely reflect the
market prices is that we hedge our
power sales in order to protect our
cash flow and earnings from variations
in market prices. It should be noted
that we made a significant part of the
hedges for 2010 in the middle of the
financial crisis during 2008 and 2009.

In your view, how has the operat-
ing environment in the energy
sector changed in recent years?
The financial crisis and the uncertainty
it evoked have impacted investments in

GROUP FINANCIAL TARGETS

Target 2010 2009

ROCE, %

12 11.6 121

ROE, %

1M 157 160

Capital structure: Net debt / EBITDA

Around 3 3.0 2.6

© Definitions for the key figures are presented on pages 134-135.

“We updated
our strategy
and have
continued

improving
our opera-
tional

efficiency.”

the capital-intensive energy sector. The
profitability of investments is being scru-
tinised ever more closely.

I see that the global megatrends
affect the energy sector from the per-
spective of population growth, efforts to
raise living standards, and, especially,
the environment. A challenge for the
energy sector is to boost the efficient
use of energy while bringing electric-
ity and modern energy systems to an
increasing number of people. With
energy-efficiency, the role of electricity
is emphasised in the energy sector, a fact
that offers opportunities for Fortum’s
operations.

Fortum updated its strategy in
2010; what has changed?

I would like to emphasise that the
updated strategy is more of an evolu-

FORTUM ANNUAL REPORT 2010

tion than a revolution. We built our
strategy and goals for Fortum’s opera-
tions for a longer perspective of time
than before. Fortum’s operations, its
future, challenges and opportunities
were assessed on the basis of the global
megatrends; against this backdrop,
several interesting growth opportuni-
ties were identified. They are based

on our strengths first and foremost in
the production side: in nuclear power,
hydropower, and combined heat and
power (CHP) production. In CHP pro-
duction we have the capability to use a
broad range of fuels and our know-how
ranks at the top.

Why were specifically hydropower,
nuclear power and CHP
production pinpointed for
Fortum’s strategy?

Nuclear power and hydropower are very
competitive forms of production due to
their CO,-free nature and in terms of
variable costs. With hydropower, we can
also react quickly to different market
conditions and operate competitively in
the electricity markets.

Fortum is inarguably one of the
world’s leading companies in CHP
production-related know-how. In terms
of total volumes, we are also the world’s
fourth largest heat producer. CHP-
production is environmentally-benign
and energy-efficient because virtually
all of the energy content of the fuel can
be utilised. Our goal is to further reduce
the environmental impacts by increasing
energy production based on biofuels and
waste.
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Where and how is Fortum
pursuing growth in the future?

We are pursuing market-driven growth
above all in production in Europe and
Russia. In addition to the integrating
European market, we see new opportuni-
ties in the rapidly growing markets in
Asia. Fortum’s power market expertise
and flexible production structure sup-
port the growth. We also have a solid
financial standing; a strong balance
sheet, good cash flow and dividend-
paying capacity are vitally important for
Fortum as a listed company. I would like
to add that we will put more focus on
R&D and in the related partnerships. We
will examine opportunities with an open
mind.

What kind of opportunities does
Fortum see in Europe?

In line with our strategy, we have been
active in Europe in nuclear power, hydro-
power and CHP-production. For example,
in Poland we inaugurated a CHP plant

in Czestochowa in 2010 and acquired
two power and heat companies at the
beginning of 2011. Additionally, we aim
to participate in nuclear power develop-
ment, e.g., in Bulgaria by offering expert
services in nuclear power technology and
safety for the Belene nuclear power pro-
ject. We are also preparing to participate
in the tender processes for hydropower
concessions in France.
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How will Europe’s integrating
energy markets be reflected in
Fortum’s operations?

Integration of Europe’s energy markets,
and particularly the power markets,

is something we've always considered
important, and we believe that the wider
market will increase efficiency, stabil-
ity and reliability. The low Nordic water
reservoirs impacting electricity produc-
tion in 2010 is a good example of the fact
that more widely integrated markets are
definitely in the interests of the Nordic
countries also from the perspective of
electricity users.

In many ways, the Nordic electric-
ity market functions as an example for
the integration of Europe’s electricity
markets. In fact, Fortum is very qualified
to be a frontrunner in understanding,
monitoring and anticipating the mar-
kets, in terms of investment choices or
anticipating price development.

Fortum did not receive a

permit last year to build a new
nuclear power plant unit, Loviisa
3, in Finland. How does this affect
the role of nuclear power?
Fortum’s expertise in the nuclear power
sector is based on our long experience
in the different phases of commis-
sioning and operating nuclear power
plants. Our plants in Finland enjoy
outstanding availability, and a good
safety culture and quality control are
a top priority for us. We also have a
solid track record in annual outages of
nuclear power plants and in moderni-
sation, capacity upgrade and lifetime
extension projects, and we have com-
prehensive know-how in building new
nuclear power plants and in assessing
different supplier alternatives.

Naturally, we were disappointed that
Fortum did not get the permit for Loviisa
3. Time will tell whether we receive a
permit to replace the Loviisa units to be
decommissioned.

Despite the negative decision-in-
principle, nuclear power will continue
to have a significant role in our opera-
tions. Our know-how is needed, e.g., in
the modernisation of Sweden’s nuclear
power plants and in securing the safe
and reliable operation of Loviisa’s
existing units. Moreover, Fortum is an
internationally recognised player in the
nuclear power sector, as indicated by the
multiple contacts and inquiries we have
received about our willingness to partici-
pate in foreign nuclear power projects. In
fact, the Memorandum of Understanding
signed with the Russian State Atomic
Energy Corporation Rosatom on coopera-
tion in the field of nuclear power and
our offering of nuclear power know-how
for the Belene nuclear power project in
Bulgaria are examples of our activeness
in the nuclear power sector. Through
these projects, we will ensure that For-
tum becomes an increasingly significant
nuclear power expert.

Nuclear power production in
Sweden has suffered from low
availability. When will the situa-
tion normalise?

As a result of Sweden’s 1980 nuclear
power referendum, the nation’s nuclear
power culture and know-how faded
away. However, a change in attitudes is
being seen, and there have been positive
advancements for a few years in Sweden.
There is a lot of work ahead, and it is
bound to take a few years before the
nuclear power culture and availability
are at a top level.

Hydropower has been important
for Fortum traditionally, but how
does the company view other
renewable forms of energy?

Fortum is strong in CHP and we want

to increase the use of local fuels like
biomass and waste in production. The
Nordic operating environment and the
region’s strong roots in the forest indus-
try make biomass in particular a com-
petitive alternative. Also waste-to-energy
is a good solution to the increasing waste
management problems in rapidly grow-
ing metropolises.

1 also believe that, in the long-term,
new forms of energy, like solar, will
become more common; we are moni-
toring the development of this also at
Fortum. Solar electricity is already prof-
itable in some countries today, but large-
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scale solutions are not yet competitive
without public subsidies.

Subsidies for renewable forms of
energy have sparked a lot of public
debate. It is my belief that the possibility
for sizable energy sector subsidies will
be limited in the future because public
sector funds are needed much more in,
e.g., healthcare, eldercare and education.
Thus, the efficient utilisation of subsidies
for renewable energy is very important;
in my opinion, market-driven and har-
monised subsidy systems are the best
solutions in this.

How are Fortum’s operations in
Russia progressing?

I am very pleased that the development
in Russia has been positive. The power
market reform continued as planned

FORTUM’'S CARBON EXPOSURE AMONG THE LOWEST IN EUROPE,
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Note: The graph presents figures for all companies for 2009 for the sake of comparability. Fortum’s specific CO,
emissions of the power generation in 2010 in the EU were 84 g/kWh and in total 189 g/kWh, figures for all other

companies include only emissions in the EU.
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and as of the beginning of this year, the
wholesale market has been fully liber-
alised. We are aiming for solid earnings
growth in Russia, and our investment
program, in fact, does play a decisive
role in this respect. At the end of 2010
we inaugurated the first new unit of
our investment programme at Tyumen
CHP-1.

The capacity market rules recently
agreed upon in Russia create a good
framework for carrying out our invest-
ment programme. The recovered eco-
nomic growth and the boosted demand
for electricity has prompted us to even
accelerate the implementation of our
investment program — we believe we will
have it completed in 2014. Our efficiency
improvement programme in Russia is
also on track to reach the targeted EUR

100 million improvements in 2011 com-
pared to the time of the acquisition in
2008.

What is the role of sustainability in
Fortum’s updated strategy?
Sustainability is — and will continue to
be - one of Fortum’s strategic corner-
stones. In fact, you can quickly see from
our updated strategy that in terms of
growth it is mainly based on goals that
align with sustainability. In terms of CO,
emissions, we are also proud to be among
the least emitting power companies

in Europe. However, alongside carbon
exposure, we will put stronger emphasis
on other environmental factors as well
as on the social and economic aspects of
sustainability.

FORTUM'’S SHARE PRICE SINCE 2001, INDEX
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Fortum’s share has outperformed the DJ European Utilities Index during last ten years. During 2010, Fortum’s
share price appreciated approximately 16%, while Dow Jones European Utility index decreased 9% and OMX

Helsinki Cap index increased 22%.

What are Fortum’s goals for this
decade?

I see that Fortum’s strength is the flex-
ible, cost-efficient and climate-benign
generation portfolio — and that will be
our main asset also in the future. In line
with our strategy, our goal is to develop
three key areas in our business: lever-
age our strong Nordic core, create solid
earnings growth in Russia, and build

a platform for future growth. We are
researching opportunities in the inte-
grating European power market and also
in Asia’s growth markets, particularly in
terms of CHP.

Naturally, we are also aiming to
make our company as attractive as pos-
sible to investors, customers, partners
and personnel. Interest in our company
has grown; one indication of this is the
significant increase in the number of
our shareholders. During last ten years
we have generated a EUR 26.2 billion
increase in shareholder value and our
share has outperformed most of its Euro-
pean peers. It is our aim, of course, to
deliver excellent value to our sharehold-
ers also in the future.

I am very pleased also with our posi-
tive public image during the past year;
our customer satisfaction has also devel-
oped favourably. For this I want to thank
our competent personnel. They have
worked diligently to advance Fortum’s
growth and performance. And, of course,
we must also thank our collaboration
partners and our extensive customer
base for the past year. I believe that this
new decade is filled with opportunities
for Fortum.

CEO’S INTERVIEW

“In addi-
tion to the
integrating
European
market,

we see new

opportu-
nities in
the rapidly
growing
markets in
Asia.”
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Strategy

Fortum's strategy aims for continious development of
existing businesses and for market-driven growth in
nuclear, hydro and combined heat and power (CHP)
production. In addition to Fortum's technical competen-
cies, the company’s expertise and proven track-record

in operating in competitive energy markets has a central

role when pursuing opportunities in existing markets
and in the rapidly growing and liberalising energy mar-

kets of Europe and Asia.

Fortum’s mission is to create energy

that improves life for present and future
generations. We provide sustainable solu-
tions that fulfil the needs for low emis-
sions, resource-efficiency and energy
security, and deliver excellent value to
our shareholders.

The mission embodies Fortum’s
responsibility for the environment,
society and its financial performance
in accordance with the three areas of
sustainability. The mission, strategy and
values — accountability, creativity, respect
and honesty - form a foundation for all
of Fortum’s activities.

Towards a solar economy

In Fortum’s view, a gradual transition
from a traditional so-called Carnot world
towards a solar economy is necessary and
inevitable. In a Carnot world, electricity

is mainly produced from non-renewable
energy sources with low efficiency
and often generating large amounts of
emissions, whereas in a solar economy,
production is mostly based on emissions-
free and nearly infinite energy sources.
The shift to solar economy is the only
way to get the world’s natural resources
to last for future generations and to find
a solution for climate change and for the
increasing environmental problems.
Changes in the capital-intensive
energy industry are slow and the transi-
tion towards a solar economy is advanc-
ing in phases. With the exception of
hydropower, most production forms in
a solar economy are still in the develop-
ment phase and require significant sub-
sidies from society. In fact, traditional,
but highly efficient production forms,
like bio-based CHP production and next-

generation nuclear power technologies,
are emphasised in the energy production
of the transition period.

Fortum is well positioned and is bas-
ing its strategy on advanced know-how
in nuclear power and hydropower and in
CHP production. Monitoring the technol-
ogy development of the so-called new
renewable sources of energy production
is an important part of the company’s
research and development activities,
however the role these sources will play
in production in the near future is small.
The way Fortum sees it, positions taken
and the solutions applied have to be
financially sound on their own merits;
basing decisions on a continuous high
level of subsidies is not sustainable in the
long-term.

New opportunities in the East

The Nordic countries have traditionally
formed Fortum’s most important market
area, and the Nordic power market is still
most important in terms of value crea-
tion for the company. In the future, the
integrating FEuropean electricity mar-
kets, the relative increase in the impor-
tance of Fortum’s Russian businesses,
and growth in the Baltic Sea region will
gradually decrease the role of Nordic
electricity wholesale price as the main
driver of Fortum’s earnings. Electricity
distribution and sales will continue to
have a central role in the Nordic coun-
tries, but in other market areas power
and heat production offer more attrac-
tive growth opportunities.
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The growing demand for CO,-free
and energy-efficient solutions and the
increasing consumption in the liberalis-
ing energy markets offer Fortum new
opportunities for growth. The energy
demand growth is fastest in Asian mar-
kets, but there are also opportunities in
Europe and Russia. Fortum is preparing
for growth that will take place through
the right balance of faster returning
acquisitions and slower cash-flow gen-
erating greenfield investments. Main-
taining a strong balance sheet to secure
flexibility for growth opportunities also
in the long run is a priority for Fortum.
When pursuing new opportunities, For-
tum can base its growth also on the in-
depth know-how gained from operating
in the competitive Nordic power market.

Strong commitment to
performance

A strong drive for high performance
and continuous operational improve-
ment are characteristic to Fortum. The
commitment to create significant share-
holder value is also an integral part of
Fortum’s mission. To advance this goal,
Fortum launched in 2010 a new, multi-
year Leading Performance and Growth
programme designed to ensure strategy
implementation and to develop the cor-
porate culture.



In the printed Annual Report,
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Fortum’s Hogdalen combined heat and power plant in Stockholm has
generated energy from waste since 1970.
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Market
development

In 2010, the world economy recovered from the
financial crisis. Growth was very unevenly dispersed
among countries. Emerging economies grew rapidly,
while the performance of developed nations was
more modest and uneven. The Nordic power market
recovered faster than the Central European markets in
average, with higher pow