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Telelogic in brief

Telelogic provides software solutions to aligning, managing, and optimizing
development lifecycles and business processes with business objectives
and customer needs. The purpose is to save time, improve quality, and
reduce costs. These applications comprise a total solution for “Enterprise

Lifecycle Management”.

Our market and offering

-- - -
- -

-

Enterprise Architecture (EA)

. Application Lifecycle Management (ALM)

’ Product Lifecycle Management (PLM)
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“Enterprise Lifecycle Management”
Telelogic targets its integrated offering to an area which Telelogic calls
“Enterprise Lifecycle Management”, ELM. A simplified description of
ELMis business, IT, and product development processes. These
processes are interdependent and a coordinated solution is required in
order to reach maximum productivity and cost efficiency. ELM can also
be described as the relevant parts of the markets for ALM (develop-
ment of software programs), PLM (development of physical products),
and EA (analysis of business processes).

The global ELM market consists of whole markets or portions of
three partial market segments and is estimated at USD 3 billion, with
an estimated average annual growth rate of 5-10 percent.

Telelogic’s product portfolio

Telelogic software programs can be used separately orin combination
with each other. As a portfolio, the products constitute an integral and
strong offering that cover the following:

m Requirements management
m Change and configuration management
m Modeling

Our largest customers

Telelogic's products target mainly large, global companies which are
developing advanced systems and software on a large scale. Telelogic
focuses on segments, such as the aerospace and defense industry,
governmental agencies, telecom companies, automotive industry,
pharmaceutical industry, banking and finance sector, companies that
manufacture medical equipment, and software and systems
companies.

Aerospace and defense
Software and systems

Banking and finance
Others

Telecom
Automotive

Our largest customers
Airbus

Alcatel/Lucent

Boeing

Bombardier
British Aerospace
Convergys
Daimler Chrysler |
Delphi |
Deutsche Bank [ |
EADS |

Ericsson |
Federal Reserve [ |
Ford [ |
General Electric [ |

General Motors [ |
Hewlett-Packard
Honeywell
Lockheed Martin
Motorola

NEC

Nokia

Northrop Grumman

Panasonic
Peugeot
Philips
Raytheon
Robert Bosch
Samsung
Sharp
Siemens

Texas Instruments
Thales
Toyota

United Technologies

US Department of Defense
Vodafone [ |
Volkswagen




Sales by market

M 38% Americas
W 49% EMEA
13% Asia/Pacific
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For more than two decades, Telelogic has been a forceful playerin
developing systems and software. The goal has always been to offer
customers access to the very best and latest technology. Telelogic was one
of the first to actively drive the program language, SDL, connecting it with
UML, which resulted in the first modeling product based on the new UML
standard. Telelogic was first to develop data-based and transparent change
and configuration management. Telelogic was also the first to launch
dynamic requirements management. In 2006, Telelogic was firstin
launching a model-based tool which can offer both code-based and
model-based development.

These and other developments have been made with the objective of
creating an integrated solution that optimizes and automates customer
processes.

Year Event

2007 IBM announces a recommended public cash offer to Telelogic
shareholders

2006 First model-based tool to offer both code-based and model-based
development.

Acquisition of the US company |-Logix with its leading modeling
tool, Rhapsody.

2005 Acquisition of Focal Point
2002 Launching the first modeling tool based on UML 2.0

Telelogic is first to introduce transparent configuration manage-
ment.

2000 Telelogic launches an integrated offering consisting of require-
ments management, modeling, and change and configuration
management.

Through acquisition of @SS, the leading requirements manage-
ment product DOORS is added to the product portfolio.

Continuus is acquired and the change and configuration
management product Synergy is introduced.

1999 Telelogic goes public
Acquisition of the French competitor Verilog.

1996 Launching of the task-based change and configuration manage-
ment

1993 The first dynamic requirements management tool is developed.
1988 Launching of the first product for modeling software.

1986 Launching of the product that subsequently becomes the market
leader for modeling of processes.

1983 Founding of Telelogic as a part of Televerket.

Sales by product group

Sales by customer group

B 41% Requirements W 18% Telecom
management W 37% Aerospace and defense
M 20% Change and B 6% Finance and banking
configuration
management 6% Software and systems
39% Modeling 8% Automotive

25% Others
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In early 2005, Telelogic formulated a focus - 5X5Y, which means that
Telelogic shall expand its business fivefold in five years. This vision was
formulated based on Telelogic’s strong market position in combination with
the analysis that a larger sales volume will improve conditions for high and
sustainable profitability.

In the past few years, the consolidation of the market has led to improved
offerings from competitors. The software industry is one of the world’s
most fragmented industries, with many small, but frequently global players.
Combining innovative product development and a global presence with high
profitability is a challenge for a smaller company.

At the same time, the software industry is one area where economies of
scale can have the most effect on the bottom line. Like many of our
competitors, Telelogic has realized that economies of scale are required in
order to create sustainable and high profitability. In addition, it is obvious
that customers prefer to work with a fewer number of suppliers with a
broader range of products.

As a software program company, the fixed costs for developing a new
software are the same, regardless if one or one hundred licenses of the
software are sold. In addition, the majority of Telelogic's customers are
global companies that require supportin the countries where they operate.
This means that Telelogic must have a global sales organization spread over
several countries. Asmaller company has high fixed costs per country in
relation to its sales.

Therefore, size is a decisive factor for the profitability of a company. Fixed
costs increase marginally when sales increase and thus the possibility of
showing a profit increases rapidly as a company increases its sales.



Significant events in 2007

In 2007, Telelogic grew by 17 percent in local currency and had an
operating margin of 18 per cent. Earnings per share increased strongly
compared to the previous year, with an improvement of 45 percent.
Cash flow from current operations continued to be strong and all of the
financial targets communicated by the company were achieved.

-» Financial targets for 2007 achieved

For the full year 2007, Telelogic forecasted a growth between 12 and 15 percent in local currency and an
increase in earnings per share by at least 25 percent. In fact, sales grew by 17 percent in local currency
and earnings per share increased by 45 percent. The earnings goals were thus achieved and exceeded.

-> Focus on key customers

Telelogic has a number of large global companies as customers. In order to develop these customers,
Telelogic started work already in 2006 to increase the focus of the sales organization on their key
customers. This work continued successfully in 2007 and Telelogic’s largest customers grew more
rapidly than the rest of the customer base.

-» Product-specialized sales organization

In 2006, three product divisions were created, with each division having the responsibility for
development and sales of their respective product group. The product-specialized sales organization was
fully implemented in 2007 with great success. All product families grew organically by double-digits.
Telelogic’s products are the foundation for expanding the company, and it is very important to
continually improve the products so that they maintain their leading positions within their respective
areas in order to attract and retain customers.

-» Honors and product improvements

In 2007, Telelogic’s product portfolio was recognized by industry analysts. Telelogic was for instance
named market leader in the area of requirements management, modeling, and configuration
management by companies such as Gartner, Yphise, and Butler Group. With regard to product
improvements, Telelogic continued in 2007 to work on improved versions of all product groups, and
updated versions of all products were launched during the year.

-» Recommended public cash offer from IBM

On June 11 2007, IBM announced a public cash offer to the sharecholders of Telelogic AB. The cash
offer for each share in Telelogic is SEK 21. The offer is good until March 19, 2008. The Board of
Directors of Telelogic has recommended the offer.

KEY FIGURES 2007 2006 2005 2004
Sales, MSEK 1717.3 1524.9 1289.9 1039.3
Change in sales, % 12.6 18.2 241 10.9
Operating margin, % 18.0 14.1 15.1 16.8
Pre-tax profit, MSEK 309.9 209.4 201.7 177.6
Profit after taxes, MSEK 232.4 159.9 165.2 134.3
Earnings per share, basic, SEK 0.94 0.65 0.70 0.63
Price per share at the end of the year, SEK 18.70 15.30 20.40 15.70
Market capitalization at the end of the year, MSEK 4631 3781 4966 3411
Cash and cash equivalents at the end of the year, MSEK 645.2 462.0 447.3 249.5
Equity per share, SEK 6.52 5.77 5.59 3.23
Equity/assets ratio, % 61.1 58.1 69.4 61.3
Number of employees at the end of the year 1237 1138 929 719



-» Message from the CEO

Staying focused on continued expansion

In 2007, we strengthened our position as one of the world’s leading
vendors of tools for developing advanced systems and software.
The journey towards becoming a large, world-leading software

company continues.

2007 - A record earnings year

In 2007, the business developed very posi-
tively. The communicated growth and earn-
ings goals were exceeded by a good margin.

The year started strongly with a good first
quarter. The positive trend of the fall of 2006
continued. Telelogic increased both its sales
and earnings by double-digit figures and
adjusted upwards the forecast for the full
year 2007. In the January 2007 Annual
Statement, Telelogic estimated that sales
would increase by 5-10 percent and that
earnings per share would increase by 10-15
percent. After the first quarter, these goals
were adjusted upwards to 7-12 percent for
sales growth and 15-20 percent for improve-
ment in earnings per share.

In June, during the second quarter, IBM
announced a public cash offer to all of
Telelogic’s shareholders. This naturally cre-
ated some uncertainty both among custom-
ers and employees and caused the positive
trend that Telelogic had experienced to
dampen somewhat. A successful effort was
initiated within Telelogic to manage the
uncertainty that always arises internally and
externally during offer situations. Already
after a few months, the uncertainty was
transformed to confidence among the major-
ity of the Telelogic organization and its cus-
tomers. During the second half of the year,
Telelogic experienced a somewhat accelerated
growth. In the third quarter, the forecast for
the full year was thus adjusted upwards once
more. The sales growth for the full year was
estimated to be between 12 and 15 percent
and the improvement in earnings per share to
exceed 25 percent.

In fact, sales grew by 17 percent in 2007.
All geographical market divisions developed
well and showed double-digit growth. Geo-
graphically, EMEA was the strongest region
with a 23 percent growth. Asia experienced
strong growth in all subsidiaries, with the
exception of Japan where some improvement
was, however, noticed at the end of 2007
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following a number of measures. The total
growth in Asia was 18 percent. Telelogic’s
Americas market division showed ever in-
creasing growth during the year. Compared
to Europe, the somewhat weaker market
climate in the US in combination with
Telelogic’s great exposure to the acrospace
and defense industry have had a negative
impact on the growth. Despite this, the
growth for the full year was 10 percent.

In 2007, earnings per share increased by a
total of 45 percent. The great earnings im-
provement is a direct result of Telelogic’s
attractive business model — with very good
gross margins and low variable costs for
incremental sales of products. EMEA’s con-
tribution margin of 46 percent is a new
record level within Telelogic. The Americas
contribution margin of 40 percent is also
very good, whereas Asia’s contribution mar-
gin of 34 percent is satisfactory in view of the
investments that have been made during the
year.

The new product-focused organization,
which was fully implemented in January
2007, functioned very well and all product
families have experienced good growth. In
2006, two out of three product families
experienced weak or zero growth. In 2007,
all product families experienced double-digit
growth. It is particularly gratifying that the
products acquired in the past few years —
Focal Point, Rhapsody, and System Architect
— led the growth in the order mentioned.

Innovative product development
In 2007, we have continued developing our
product portfolio in a number of areas. In the
course of its twenty years in the business,
Telelogic has been first to launch many new
products in its area of business.

Some examples of important new products
in 2007:

* System Architect, Telelogic’s modeling
product for business processes, has im-
proved its support of analysis of organiza-

tional structures, and has been released in a
version supporting Japanese characters.

Telelogic DOORS Fastrak, a simplified
version of Telelogic’s requirements manage-
ment product, was launched. It is intented
for use by customers looking for a fast,

flexible, small-scale Requirement Manage-
ment solution.

New integrated product versions of System
Architect and Tau improve team collabora-
tion and empower organizations to under-

stand and formulate their business goals.

Updated version of Focal Point with inte-
gration to Microsoft® Project®. This en-
ables organizations to optimize their prod-
uct requirements management processes.

Telelogic has launched a simplified model-
ing product. This introductory license is
offered free of charge in order to spread the
use of Telelogic’s products to new customer
groups.

Other new products include integration
with OSEK, a standard within the auto-
motive industry, improved versions of the
modeling products Rhapsody and SDL
Suite, as well as improved support for SOA,
a concept for easy integration of various
products.

Market response

Telelogic has not only distinguished itself
with its technical functionality, but also been
ranked as the company with the largest
market share in the area of requirements
management, second largest in the area of
modeling, and fourth largest in the area of
change and configuration management.

In our discussions with our clients, it be-
comes evident that we are on the right track
for the long term. Telelogic’s current position
was created based on an understanding of the
complex environment in which our custom-
ers function. In the past few years, it has
become evident that our customers require
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ever more extensive software for an increas-
ing number of processes. Telelogic identified
this growing need early — and we position
ourselves today as the leading supplier of
solutions for “Enterprise Lifecycle Manage-
ment” (ELM). Simplistically, ELM can be
described as business, I'T, and product devel-
opment processes. These processes are inter-
dependent and a coordinated solution is
needed to achieve maximum productivity
and cost efficiency.

The market climate can vary by geographi-
cal areas and by quarters, but the underlying
forces — to automate and industrialize soft-
ware development and coordinate the differ-
ent processes that a company depends on —
continue to be clear and strong. Therefore,
our goal is to continue to work towards an
increasingly more comprehensive and well-
integrated solution supporting the customer’s
processes within the framework of ELM.

An industry under consolidation

In the past few years, several of the company
acquisitions that have occurred in the mar-
ketplace have underscored the fact that this
industry is under consolidation.

The consolidation has resulted in a
strengthening of competitors’ offerings. The
software business is one of the world’s most
fragmented businesses, with many small, but
frequently global players. Combining an
innovative product development and global
presence with a high profitability is a chal-
lenge for most smaller companies. At the
same time, the software business is one of the
businesses where economies of scale can have
the greatest effect on the bottom line. Like
many of our competitors, Telelogic has found
that economies of scale are required in order
to create sustainable and high profitability. In
line with this, Telelogic communicated in
early 2005 a growth vision, 5X5Y (“five times
in five years”), — an ambition for Telelogic to
expand its business fivefold in five years.

At the time of writing, Telelogic is under
offer from IBM. This is a natural develop-
ment of the 5X5Y vision. In companies of
same size as Telelogic, there are three ways to
proceed in a global market that is being
consolidated — to acquire, to be acquired, or
to become marginalized. Telelogic has com-
pleted fourteen acquisitions in the past ten
years and is now, as previously mentioned, in
the process of being acquired. In the course
of the years, Telelogic has thus with decisive
action demonstrated that it has taken an
active part in this consolidation. This in

TELELOGIC 2007

order to best safeguard the interests of cus-

tomers and employees and to create the best
possible shareholder value. Regardless of
whether shareholders choose to accept the
offer from IBM, Telelogic will strive for
growth in combination with sustainable
profitability. The goal is to become a large
company leading the world, regardless of
who owns the company.

2008 - Focus on profitability, growth, and
market position
In 2008, Telelogic will continue to focus on

growth and improved profitability in order to

strengthen its market position in the long
term.

For the full year of 2008, Telelogic esti-
mates that sales will increase by 7-12 percent
in local currency and that earnings per share
will increase somewhat more. Thus, the goal

is for earnings to exceed 1 SEK per share.
But with a strong organization, an attrac-

tive range of products, and with world-class

customers, Telelogic is in a good position to

continue building a large software company
with a global leadership position and good
profitability.

Anders Lidbeck
Presidentand CEO
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=» Business concept

Mission, strategies and targets

Telelogic’s software solutions enable an enterprise-wide, lifecycle approach to
aligning, managing, and optimizing development lifecycles and business
processes with business objectives and customer needs. Telelogic summarizes
this with the concept of “Enterprise Lifecycle Management”.

Mission

We provide integrated best-in-class software solutions for
Enterprise Lifecycle Management (ELM) that enable customers to
make and implement the right decisions about their products and
processes, and then design and build them in the most efficient way.

... or why does Telelogic exist?

The foundation of Telelogic’s business idea is that companies will continu-
ously seek new ways in order to improve quality and productivity, i.e. release
new products and services to the market more rapidly than their competi-
tors as economically and cost-effectively as possible. In order to achieve
this, merely developing products efficiently is not sufficient. These products
must be tied together with the over-arching goal of the company and the
wishes of the end customers. Telelogic's business idea is to offer software
for just that - to align, manage, and optimize development lifecycles and
business processes with business objectives and customer needs.

Strategies

-» Offer a complete and integrated ELM solution

-» Strengthen the products’ leading position

-» Focus on large customer projects

-> Build strategic relations

-» Develop the organizations’ productivity

-> Achieve strong growth

-» Attract individuals with the right attitude and knowledge

...or how do we get there?

Telelogic’s seven strategies summarize which route the company wants to
choose in order to reach the vision. To continue to develop the best products
and to focus on large customers with complex development projects are
strategies that Telelogic has successfully employed for many years. To grow
the company and to increase productivity and enjoyment are key factors in
achieving profitability and increased shareholder value.

Read more about the strategies in the fact box on page 7.

Vision
To be the choice for optimizing Enterprise Lifecycle Management
(ELM).

... or what does Telelogic want to become?

Enterprise Lifecycle Management is Telelogic’s concept for describing an
integrated perspective of how a company develops products - the
over-arching goals and the needs of the end customers should control all
the way down to the final product. It may seem obvious, but currently many
companies still have a fragmented development process and a lack of
coordination among the different parts of a company. Telelogic’s vision is not
only that companies should realize the advantages of a coordinated
perspective, but also that they should choose Telelogic’s products and
services especially, to achieve optimal management of the whole product
development cycle - which is described using the term “Enterprise Lifecycle
Management”.

Values

-> Customer first

-> Excellence in execution
-> Do the right thing

-> Sense of urgency

-> Passion and fun

... or what do we do to become really successful?

Many companies claim that they can develop leading products with high
profitability. It is how we go about getting there that makes us better and
faster than our competitors. The values of Telelogic permeate the entire
organization and are noticeable in many different ways in daily operations.
Earnestly putting the customer’s interests first by doing things the right
way, in the right time, with the right quality will create fun and passion for
what we do.

Read more about the values in the fact box on page 8.
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5X5Y - increasing the operation fivefold in five years Ta rg et fulfillment in 2007
In early 2005, Telelogic launched a five-year vision which was named 5X5Y -

five times in five years (grow fivefold in five years). 5X5Y was formulated

against the background of Telelogic's strong market position in combination Sales growth of 12-15 Improvement of
with the analysis that a larger sales volume improves the conditions for high percentin local earnings per share by
and sustainable profitability. currency at least 25 percent
Target fulfillment MSEK SEK

2000 1,00 —

The goals that were communicated for 2007 have been exceeded with a good
margin. This does not only concern the forecasts that were communicated in
the beginning of the year, but also the final upwards-adjusted forecasts. 1500

0,90 —
0,80 =
0,70 —
0,60 —
Targets for 2008 1000 |-
Underlying demand in the market is expected to continue to be good, with
similar quarterly fluctuations as in previous years.

0,50 -
0,40 -
0,30 -

Forthe fullyear 2008 Telelogic expects revenues to increase 7-12% in 0.20 -
local currency and earnings per share to increase slightly more than that. 0.10 -
The goalis thus for earnings to exceed SEK 1 per share. O 00e 2007 O 2007



=» Business concept

Public offer to share-
holders of Telelogic

On June 11 2007, IBM announced a
public cash offer to the shareholders
of Telelogic AB. A cash payment of
SEK 21 is offered for each share in
Telelogic. The offer is valid until
March 19, 2008. Telelogic’s Board of
Directors has recommended the
offer.

For more information, please refer to
documentation from IBM and press
releases published on Telelogic’s
web page.

2007 in a strategic perspective

LONG-TERM AND SHORT-TERM GOALS

5X5Y - to expand the operation fivefold in five
years

In early 2005, Telelogic launched a five-year
vision which was named 5X5Y — five times in five
years (grow fivefold in five years). 5X5Y was
formulated against the background of Telelogic’s
strong market position in combination with the
analysis that a larger sales volume improves the
conditions for high and sustainable profitability.

The consolidation of the market in the past few
years has resulted in a strengthening of competi-
tors’ offerings. The software business is one of the
world’s most fragmented businesses, with many
small, but frequently global players. Combining
an innovative product development and global
presence with a high profitability is a challenge
for a smaller company. The software business is
one of the businesses where economies of scale
can have the greatest effect on the bottom line, as
software companies have high fixed costs for
developing new software, regardless of whether
one or one thousand licenses of the program are
sold. In addition, the demand by the larger cus-
tomers for a global presence entails high fixed
costs for a sales organization spread all over the
world. In other words, size is important.

5X5Y was formulated with the idea of growing
with a combination of organic and acquired
growth in order to achieve the economies of scale
that Telelogic considers that it will need in order
to be successful in the long term. Telelogic has
continued growing on its own in this period,
while at the same time a multitude of acquisitions
have been completed successfully. Please refer to
the table on page 8 for details. This development
has not been easy. It is a challenge for a company
the size of Telelogic to find suitable acquisitions
that not only are priced correctly, but also have
products that complement well the current port-
folio of products.

In 2007, it became evident that other compa-
nies also shared Telelogic’s conviction that con-
solidation and economies of scale are necessary
ingredients of the growth strategy. In June 2007,
IBM made a public offer for Telelogic, based on
the same analysis and vision for the future as
Telelogic’s — that customers increasingly are de-
manding fewer suppliers with a broader product
selection and that for this reason economies of
scale are necessary in order to meet this develop-
ment profitably.

At the time of writing, IBM’s offer has still not

been resolved. Read more in the box to the left
and visit Telelogic’s web page for the latest
information.

Important events in 2007

Short-term goals are necessary to ensure that the
development proceeds with the right pace. For
2007, Telelogic communicated financial goals for
growth and earnings per share. These goals were
consecutively adjusted upward during the year. In
January, 5-10 percent growth in local currency for
2007 was forecasted. This forecast was adjusted
upward to 12-15 percent growth in the report for
the third quarter. According to the original fore-
cast, the earnings improvement per share was to
be between 10 and 15 percent compared to the
previous year. In the report for the third quarter,
the forecast was adjusted upward so that the
improvement per share would exceed 25 percent
for 2007.

Target fulfillment

The goals that were communicated for 2007 have
been exceeded. This does not only concern the
forecasts that were communicated in the begin-
ning of the year, but also the final upwards-ad-
justed forecasts.

* The forecasted growth of 12-15 percent in local
currency turned out to be 17 percent growth.

* The forecasted improvement in earnings per
share by a minimum of 25 percent turned out to
be an improvement by 45 percent.

ACTIVITIES IN 2007
In 2007, a number of activities were carried out in
line with the strategies and goals that had been set:

Customer sales efforts

Telelogic’s list of customers consists mainly of
large, global companies with many users of
Telelogic products. At the same time, these cus-
tomers still have many potential users that cur-
rently are not using any Telelogic products.

In order to develop these customers, Telelogic
begun work in 2006 to increase the focus of sales
organizations on these key customers in particu-
lar. This work continued successfully in 2007.
The increase in new users among Telelogic’s
largest customers has been more rapid than
among the remaining customer base. Every key
customer is assigned a representative with respon-
sibility for that customer, who has become inti-
mately familiar with the customer’s challenges
and organization. Growth plans are created in
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cooperation with the customer and seminars and
workshops addressing the customers’ senior man-
agers have been carried out.

As a complement to key customer sales efforts,
Telelogic’s remaining sales and marketing organi-
zation is working to develop smaller and newer
customer accounts, and on activities concerning
cross sales to existing customers. The goal is to
gradually grow these customers in size and to
finally include them in the company’s key cus-
tomer program.

Products

Telelogic’s products are the foundation for the
expansion of the company and all product families
have grown organically by double-digit figures in
2007. Continuous improvement of the products so
that they maintain their leading positions within
their respective areas is of key importance in at-
tracting and retaining customers.

In order to become successful, a close connection
is required between that which is being developed
and the customer’s real needs and wishes. Telelogic
is working closely with its customers and arranges,
for instance, user conferences, which in 2007 drew
more than 1000 users to exchange ideas and in-
crease their knowledge. In addition, the largest
clients are invited to special meetings where future
product plans are discussed and the customers’
views are taken into account.

In 2007, the development work resulted in a
number of improvements in all product families.

Strategies

-» Offer a complete and integrated ELM solution

Examples of improvements in the previous year:

* System Architect, Telelogic’s modeling product
for business processes, has improved its support
of analysis of organizational structures, and has
been released in a version supporting Japanese
characters.

Telelogic DOORS Fastrak, a simplified version

of Telelogic’s requirements management prod-

uct, was launched. It is intented for use by
customers looking for a fast, flexible, small-scale
Requirement Management solution.

New integrated product versions of System
Architect and Tau improve team collaboration
and empower organizations to understand and

formulate their business goals.
Updated version of Focal Point with integration
to Microsoft® Project®. This enables organiza-

tions to optimize their product requirements
management processes.
Telelogic has launched a simplified modeling

product. This introductory license is offered

free of charge in order to spread the use of
Telelogic’s products to new customer groups.
Other new products include integration with
OSEK, a standard within the automotive indus-

try, improved versions of the modeling products
Rhapsody and SDL Suite, as well as improved
support for SOA, a concept for easy integration
of various products.

-> Build strategic relations with key customers

Telelogic will continue to create a total solution that supports customers’
processes in “Enterprise Lifecycle Management” (ELM): in other words,
business, IT, and product development processes.

-» Strengthen our products’ position as leading tools in their respective
fields

For severalyears, Telelogic's products have been designated leaders in their
niches. Telelogic will strengthen these positions by improving both the
products and their integration.

-» Focus on customers who require expanded functionality for large-scale
development in geographically dispersed sites

Telelogic’s products shine in complex projects in which the customer carries
out large-scale development, often with geographically widespread
development teams.

Telelogic creates long-term relations with its key customers, where the
customer receives local support and global coordination.

-> Continuously develop the organization’s productivity
During the year Telelogic will continue to ramp up its efficiency and
productivity to improve those processes that facilitate growth.

-> Achieve strong growth
Telelogic has always endeavored to achieve growth. Telelogic will continue to
work on clearly defined growth strategies in all geographical regions.

-> Attract and develop individuals with exceptional knowledge and an
outstanding attitude

Continuously developing Telelogic’s position as an attractive employer and
retaining high energy levels and high expertise throughout the organization
are necessary competitive advantages for Telelogic.
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Telelogic’s strategic acquisitions

nized by industry analysts. Telelogic was for
instance named market leader in the area of
requirements management, modeling, and con-
figuration management by companies such as
Gartner, Yphise, and Butler Group.

Productivity and growth
In the beginning of 2007, Telelogic made changes

in its organization in an effort to improve internal

Purchase
Year Company consideration Business Sales Employees | Businessin
2006 | I-Logix MUSD 80 Modeling software MUSD 27 133 | US, UK, France, Germany, Japan
2005 Popkin Software MUSD 45 Modeling software MUSD 19 108 US, UK, Netherlands
2005 | Focal Point MSEK 118 Software for requirements MSEK 22 26 | Sweden
analysis and product portfolio
management
2000 | ATA Not announced Software for document MUSD 0.8 6 US
generation
2000 | Continuus MUSD 42 Software for change and MUSD 37 259 | US, UK, France, Germany, Australia
configuration management
2000 Qss MUSD 115 Requirements management MUSD 30 230 US, UK, France, Germany
software
2000 | Devisor Not announced Service company MSEK 8 " Finland
2000 | Certeam MSEK 90 Service company MSEK 65 57 | Sweden
2000 | COOL:Jex Not announced Rights for modeling software MUSD 8 21 US, UK, Germany
1999 | Verilog Not announced Modeling software MSEK 80 84 | France, US, Germany
1999 Kvatro Not announced Service company MSEK 18 23 Norway
1999 Real Time Products | Notannounced Service company MGBP 2.7 27 | UK
1999 Objectif Not announced Service company MSEK 9 14 | France
1998 | S&P Media Not announced Telelogic's distributor MDEM 13 50 | Germany
In 2007, Telelogic’s product portfolio was recog- time, the geographically divided sales organiza-

tion was maintained with responsibility for sales
and results per region. This created a dynamic
matrix organization with focus on both product
and geography.

The result speaks for itself. In 2007, Telelogic
achieved an organic growth of 17 percent, which
by far outpaced competitors. Other factors be-
sides the new organization also contributed to

productivity and thereby also growth. Product
divisions were created where each division as-

this growth, but the organization is a strong
contributing factor.

sumes responsibility for development and sales of
their respective product families. At the same

Values

-> Customers first

We always prioritize our customers and our business operations. Nothing is
more important than constantly exceeding customers’ expectations and
winning new business.

-> Excellence in execution

We do everything with quality, and we like what we do. We take full
responsibility and deliver what we have promised, on time. Our definition of
efficiency is: the solution works, it's faster than yesterday’'s and it's better
than the competition.

-> Do the right thing

We do the right things. Doing the right thing is about survival. Our definition
of the right thing is doing what gives added value to our customers and
generates business.

-> Sense of urgency
Our business environment is changing rapidly, and we must change with it.
So we work with a sense of urgency in everything we do. Speed is essential.

-> Passion and fun
We constantly look for what is fun and unique creating an environment that
stimulates creativity and job satisfaction is one of our greatest challenges.



Offering and mg@g *’

Telelogic offers software to optin ,f align and
automate its customers’ lifecycles and processes.
The market for this type of product accounts for
global sales of about MUSD 3,000.
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-» Did you know that ...
Telelogic is ranked as one of
the world’s most influential
companies in the area of
software development.

Customers requirements

R
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Laws and regulations
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things right

Greater
efficiency

Outsourcing

Common
direction

Distributed and
mobile teams

Telelogic’s integrated lifecycle solutions

Telelogic provides software solutions that enable an enterprisewide,
lifecycle approach to aligning, managing, and optimizing development
lifecycles and business processes with business objectives and customer
needs. These applications, together with several services, constitute a
complete end-to-end solution for “Enterprise Lifecycle Management”.

Market demands

The companies and organizations that Telelogic
focuses on are facing great challenges. The world
around us is changing at a more rapid pace as a
consequence of new demands by customers,
increased global competitiveness, stricter rules on
the environment and in the area of safety, grow-
ing demands on performance, and a never-ending
stream of technical advances. Companies must
therefore ever more rapidly deliver new products
and services, without lowering quality.

To this should be added the increasingly more
complex organizational structure in which per-
sonnel scattered over several continents need to
work closely together, at the same time as key
people are constantly traveling, and important
functions are outsourced to subcontractors in
lower-cost countries. So far, many companies
have tackled these challenges in an isolated way
by looking for a solution in one area, without
considering similar problems in many other parts
of the organization or the need for coordination.

A company can, for instance, create a very
effective development organization, but without
ensuring that the development is aligned with the
long-term business goals of the company. Other

companies that succeed in this respect do it per-
haps at the expense of complex, manual and
difficult to manage systems. There is a growing
need for software that helps organizations and
companies manage these external and internal
challenges in a coordinated way. The intention is
to save time, improve quality and reduce costs.

Telelogic’s target group

Telelogic targets mainly large, global companies
that develop advanced systems and software on a
large scale. Business areas in focus are, for in-
stance, the aerospace and defense sector, govern-
mental agencies, telecommunication companies,
automotive industry, pharmaceutical industry,
finance and banking sector, companies that
manufacture medical equipment, and program
and systems companies. But regardless of which
sector the customer belongs to, Telelogic’s prod-
ucts work for all types of development of ad-
vanced systems and software.

Telelogic’s offering

Telelogic offers software to make more effective,
coordinate, and automate the customer’s business
processes with the business goal and needs of the
end customer. This means:

Customer challenges

Competition

A

N

Technical breakthroughs

Customers are facing external challenges - to do the right things - i.e.
delivering the products and services that the end customers really
require, prioritizing the right project, and managing changes in the
course of the project.

Internal challenges - to do things right - must also be managed, i.e.
managing limited resources, reducing costs, coordinating the parts of
the organization, and making time-consuming items more efficient.

Itis evident that there is a need for software and processes to manage
these challenges. A simplified parallel can be drawn to other large
technical development steps, such as the change from typewriters to
word processors or manual calculation methods to using computers.
The underlying demand for the type of products that Telelogic offers is
therefore good, eveniifitisimpacted in the short term by market

R fluctuations and other macro-economic factors.



automation of the entire development cycle in
order to achieve faster and high-quality results.

support for development projects to ensure that
these meet customer requirements and business
goals.

access to critical information during the entire

development process so that the individuals in
charge have visibility into the process and are
thus able to more easily prioritize tasks and
make the right decisions.

an open technical platform that is compatible
with other software, systems, and processes.

The experiences customers have of Telelogic’s
products — individually or in combination —
demonstrate that they save time, improve quality,
and reduce costs.

Software
Telelogic’s software is divided into three product
groups:

* Requirements management: collecting,
analysing, and follow-up of the requirements
that serve as the foundation of a new product.

* Change and configuration management:
organizes and provides an overview of those
files, versions, and changes that arise in the
project when a new product is developed.

* Modeling: analysis of an organization’s pro-
cesses and modeling of the actual product.

Please refer to a more detailed presentation of the
individual products groups on pages 14-22.

Consulting and training services

Frequently investing in a Telelogic product results
in a new and more effective method of working.
In order to maximize the usefulness of the invest-
ment, Telelogic offers consulting and training
services related to the software. The software is a
standardized product that does not require client
customization, but the customer may need assis-
tance with settings and training.

Telelogic’s consulting services include:

* process support: assistance in identifying and
improving the customer’s current processes and
determine which additional tools are needed to
fulfill the customer’s requirements.
implementation support: i.e. assistance in im-
plementing Telelogic’s product and processes in

the company operations.

tool support: assistance in deploying the prod-
uct according to the customer’s existing
processes.

training: standardized as well as customized
training for the customer.

TELELOGIC 2007

The sale of training and consulting services con-
stituted 17 percent of Telelogic’s sales in 2007, a
level considered by Telelogic to be appropriate in
relation to product sales.

Acquisitions complement the product portfolio
From its founding, Telelogic’s strength and focus
has been on large company development depart-
ments. Originally, Telelogic’s offering was limited
to the development of integrated software, but
following a number of acquisitions in the past ten
years the company has expanded its portfolio to

-> Did you know that ...
41 percent of Telelogic’s
employees are in Europe,
28 percent in North America,
and 31 percent in Asia.
include all types of development of advanced
systems and software.

A prerequisite for customers to achieve even
greater efficiency is that development processes
are integrated with other processes, structures,
and goals of the organization. Telelogic must
therefore expand its product portfolio in step with
customer requests for increasingly more integrat-
ed products.

As part of this development, Telelogic acquired
the company I-Logix with its main product
Rhapsody in 2006, and the companies Popkin
with the main product System Architect and
Focal Point with the same name for both product
and company in 2005. Telelogic did not make
any acquisitions in 2007. Please refer to the table
on page 8 for more information with regard to
completed acquisitions.

The integrated offering

Telelogic’s software can be used separately or in
combination with each other. As a portfolio, the
products form a uniform and strong offering.
This integrated offering is designed to give com-
panies an overall solution connecting and making
processes more effective in all departments of the
organization.

The area that Telelogic addresses with its inte-
grated offering it calls “Enterprise Lifecycle Man-
agement”, ELM. Simplistically ELM can be
described as business, IT, and product develop-
ment processes. These processes are interdepen-
dent and a coordinated solution is required in
order to achieve maximum productivity and cost-
effectiveness.

The vision to look for a coordinated solution is,
however, still new. Even though companies and
organizations realize increasingly the benefit of
coordinated development projects, normally
software is used without coordination with other
software programs.

->

11
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BUSINESS PROCESS MODELING

REQUIREMENTS MANAGEMENT

CHANGE MANAGEMENT

MECHANICAL DEVELOPMENT

->

SOFTWARE DEVELOPMENT

TESTING

12

CONFIGURATION MANAGEMENT

Components of ELM

The advanced products of today are frequently a
combination of complex software and hardware.
The software sector is frequently referred to as
”“ALM - Application Lifecycle Management”,
whereas the hardware sector is referred to as
“PLM — Product Lifecycle Management”. ALM
and PLM are closely connected from many
perspectives.

* Application Lifecycle Management (ALM)
comprises development and management of
advanced software and systems during its entire
life-cycle, including requirement management,
change management, and project management.

* Product Lifecycle Management (PLM) com-
prises development and management of e.g.
mechanical products through its entire life-
cycle, including requirement management,
change management, and project management.

The combination of hardware and software is
widely distributed among many of Telelogic’s
customer groups. When the customer manufac-
tures an airplane, the development of the hard-
ware, the plane itself, is as complex as the develop-
ment of the software that is to steer and monitor
the plane. Similar examples can be found among
other traditional Telelogic customer categories,
such as the automotive, telecom, and medical
industry. Many of Telelogic’s customers are already
using both ALM and PLM solutions, even if this is
not always done in a coordinated fashion.

A large organization, however, has many other
processes and activities that are in need of being
made more efficient. Above all, there is a need to

PRODUCT DATA

“Enterprise Lifecycle Management”
. Enterprise Architecture (EA)
. Application Lifecycle Management (ALM)

. Product Lifecycle Management (PLM)

connect ALM and PLM to the company’s organi-
zational structure and business processes to en-
sure that development and production not only
meet the requirements of the customers but also
are aligned with the company’s strategic business
goals.

Enterprise Architecture (EA) is used to struc-
ture these business processes:

* Enterprise Architecture (EA) entails modeling
and analysis of processes, structures, and goals
of the organization.

Enterprise Lifecycle Management (ELM) is
Telelogic’s designation for coordination of rel-
evant processes within ALM, PLM and EA.

Telelogic’s goal is to continue to develop a
comprehensive solution that supports customer
processes within ELM. It will be possible to use
this solution also in the future as an integrated
solution or individually. The total ELM market is
approximately USD 3 billion and is expected to
grow in the coming years at an average annual
rate of approximately 10 percent.

Competition

Only three companies can compete with
Telelogic’s total solution offering. These are IBM,
Borland, and Serena. No separate market surveys
are being conducted with regard to ELM, but as
each of Telelogic’s individual products are consid-
ered to be among the market leaders, Telelogic
concludes that the company’s integrated solution
is leading the world. On page 14-22, under the
respective product group, you can read more
about the market position of individual products.

TELELOGIC 2007
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Telelogic’s products comprise
an integrated total offering that
can be used seperately or ‘an
integrated solution.
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What is requirements management?
When a company is creating a new
product, the focus of the first phases
isonimproving the understanding
and knowledge about the system or
the product to be built. All the re-
quirements with regard to the prod-
uct shall be collected and assem-
bled. The requirements often come
from different sources, e.g. market-
ing department, sales force, and
sourcing department.

Once the requirements have been
assembled, they are analyzed. There
may be contradicting requirements
that must be clarified. Technical re-
strictions or budget parameters may
make it necessary to leave out some
requirements. Certain requirements
are connected with other require-
ments and are thus linked together.
In addition, frequently the require-
ments need to be refined and devel-
oped into more detail. Requirements
management continues during the
course of the entire development
period, partly because the project
manager wants to make sure that the
requirements are fully satisfied, and
partly because the requirements are
frequently changed and refined dur-
ing the course of the project.

Users

The product manageris respon-
sible for collecting and structuring
the requirements. He or she may
also be assisted by special require-
ments engineers.

The project manager wants to have
an overview of all project
requirements and make certain
that the requirements have, in fact,
been met.

The developer wants to familiarize
him/herself with the project
requirements in order to know
what is being developed and why it
is being developed.

Advantages of requirements
management

e The company develops the
products that the customers really
want, and not the products that
they believe the customers want.
By structuring the requirements
and thus the project from the
beginning, the project work is
more efficient, which saves time
and money.

Everyone involved in the project
gains an understanding of what is
to be developed and why it should
be developed.

- 14

Requirements management

Significant events in 2007

During the year, new versions were released of all products in this category. Among the improved functions,
the following are worth mentioning:

¢ Updated web-based version for projects with short delivery time

Improved and simplified requirements management with regard to their relative priority and hierarchy
Improved processes for collaboration among group members, with improved message function, among
other things

Improved processes for collection of feedback from project members and interested parties outside the
project

Simplified management for analyzing requirements tracking

Updated user interface with improved user friendliness

Expanded and improved integrated reports

¢ Improved integration of Telelogic's products and external products such as e.g. Microsoft® Project®.

Telelogic has won honors for their requirements management products in a number of areas. Yphise has
especially focused on the updated web-based version that Telelogic launched during the year and concludes
that software for requirements management is a valuable investment for rapidly moving development
projects, provided that the requirements management product has functions for this particular kind of
projects, which it believes this version has. Butler Group describes DOORS as being a long-term market leader
and praises Focal Point for its capability to visualize requirements, which simplifies making decisions. In the
report, Telelogic's complete requirements management solution is mentioned as a positive factor.

Growth
%
25
20 -
Key facts 15|
2007 2006 2005 Wk
Growth in local currency, % 16 5 22
Portion of Telelogic’s total sales, % 41 42 49 °r
Acquisitions - - | Focal Point
2005 2006 2007
Percentage of Telelogic’s total sales Users Decision-makers

B 41% Requirements
management

M 20% Change and
configuration
management

M 39% Modeling

Product Managers

Project Managers

veecrers [l I
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Directors of Technology,
Business Development, and IT

Project Managers



Telelogic’s requirements management solutions
Telelogic offers two requirements management
tools:

¢ Telelogic Focal Point™
¢ Telelogic DOORS®

These two products cover different areas within
requirements management. Focal Point is a web-
based solution suited for analyzing requirements
and for support in decision-making with regard
to product portfolios. DOORS is a comprehen-
sive requirements management product which is
particularly valuable for collection, structuring
and analyzing a large amount of requirements.
The absolute majority of the sales are from
DOORS. On the other hand, Focal Point was
Telelogic’s most rapidly growing product in 2007.

Research and development

Telelogic invests approximately 15 percent of its
revenue in research and development. As joint
resources are used for a large part of product
development, e.g. testing, integration of products
and such, Telelogic does not allocate its develop-
ment cost per product.

Telelogic’s requirements management products
are developed in development centers in Europe
and Asia. From the start, Telelogic has been a
driving and innovative force in the area of re-
quirements management. DOORS has its roots
in the acrospace and defense industry, where strict
demands have for a long time been placed on
complex requirements management. Telelogic
was for instance first in the world with dynamic
requirements management.

B rw [

Strategic prioritization

In the area of requirements management, there
are some clear trends that Telelogic has taken note
of, and to which it adapts its future product offer-
ing. Requirements management is now rapidly
spreading outside its traditional product area with
significantly stronger demands on speed and
simplicity of the development process. In today’s
industry where outsourcing plays an increasing
role, there is an added requirement that the devel-
opment teams shall be able to work efficiently

-> Did you know that ...

in the latest survey, Telelogic
further strengthened its
advantage as a world leader
over its competitors within
requirements management.

even when they are more and more geographically
dispersed.

In order to meet expectations in these areas,
Telelogic is developing products that better cor-
respond to the demands. The increased maturity
of development organizations and their increased
acceptance of specialized tools for requirements
management are resulting in the emergence of a
new category of users. For this category, flexibility
and speedier development cycles are critical re-
quirements. These demands are satisfied with an
updated product version suited for requirements
management of smaller projects than the type of
project that DOORS is focused on currently. In
addition, Telelogic is continually improving its
current products to enable projects to easily coor-
dinate the requirements management process for
several people, regardless of their location in the
world. With improved web-based user interface,
it will also be easier to allow new roles within the
development projects access to view the
requirements.
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Telelogic Focal Point - make the right decision faster

Telelogic Focal Point is a web-based solution for requirements analysis and
decision support for product development and project portfolio manage-
ment. Focal Point helps customers make decisions better and faster by e.g.
prioritizing the requirements and weighing them against each other based
on different dimensions (e.g. cost and customer usefulness). Focal Point

was acquired in 2005.

TELELOGIC 2007

Telelogic DOORS - take control of requirements

Telelogic DOORS is the world’s leading requirements management tool,
which helps customers gather, define, sort, analyze, communicate, and
follow up on requirements within and among organizations throughout an
entire project. DOORS offers great flexibility in organizing user information
to best support the user's method of working. DOORS offers easy monitor-
ing of arequirement at any time in the development process, from idea to
test, to see how the requirement impacts the software.

= 15
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-> Did you know that ...
Focal Point was Telelogic’s most
rapidly growing product in 2007.

Requirements management

The colored area corresponds
with Telelogic's requirements
management product line.

1) Gartner: Market share: Application Development and Project and Portfolio Management,
Worldwide, 2006, May 2007, by Laurie Wurster, Fabrizio Biscotti and Asheesh Raina. The
Gartner Report(s) described herein, [the “Gartner Report(s)”) represent data, research
opinion or viewpoints published, as part of a syndicated subscription service available only
to clients, by Gartner, Inc., a corporation organized under the laws of the State of Delaware,
USA, and its subsidiaries ("Gartner”), and are not representations of fact. The Gartner
Report(s) do not constitute a specific guide to action and the reader of this [Prospectus/
Company Report] assumes sole responsibility for his or her selection of, or reliance on, the
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Market

Requirements management products are an im-
portant component in the efforts by companies to
achieve a higher maturity level, which means that
requirements management tools in the long term
will undergo strong development. Non-special-
ized software for requirements management will
not suffice in solving the problems of clients.

Based on market analyses by leading industry
analysts, non-specialized software programs are
still being used for requirements management
(e.g. word processors, spreadsheet programs and
email) in the majority of all development projects.
At the same time, there is a great interest in more
standardized processes and software programs for
requirements management in both large and
small organizations, as one of the important
reasons for the failure of a project is faulty or
incomplete requirements.

Based on market analyses by leading industry
analysts, Telelogic estimates that the market for
requirements management is approximately
MUSD 170-190 with an annual growth rate of
approximately 10 percent.

“Product Portfolio Management” is an interest-
ing market in which Telelogic currently does not
have a great share. This is an area where
Telelogic’s solution has a potential of becoming
significantly more important. This market is
estimated to be approximately MUSD 950 with a
somewhat larger growth rate than the require-
ments management market. This market is thus
significantly greater than the traditional require-
ments management market, but it is also a market
where Telelogic currently is relatively unknown
and which requires a totally different go-to-
market strategy than the market where Telelogic
has the majority of its sales.

According to the Gartner’s Inc analysis', pub-
lished in May 2007, Telelogic held 37.1 percent of
the requirements management market in 2006,
based on the total software revenue, which is 12.5
percentage points more than any other vendor in
this market. Both Telelogic’s total market share as
well as the lead over the closest competitors has
increased since previous analysis.

Customers

Telelogic’s ten largest customers for requirements
management are found among US and European
acrospace and defense companies and telecom-
munications companies, which are two industries
which already for quite some time have had a

developed process maturity level and which early
on realized the advantages of structured require-
ments management. These customers can also be
found in industries such as the automotive indus-
try, consumer electronics, medical technology,
finance, and banking.

A requirements management tool can be pur-
chased at many different levels of an organiza-
tion. In companies with large projects that also
include subcontractors, it is frequently a central
decision where Telelogic collaborates with the the
directors of technology, development, and I'T. In
the aerospace and defense industry, where proj-
ects often include a number of subcontractors,
there are many examples of subcontractors who
also use Telelogic products as the client has stan-
dardized the requirements for these software
programs.

With regard to smaller projects with fewer
involved parties, the project manager can decide
which requirements management tool should be
used.

Sales

The product group requirements management
increased by 16 percent for the full year, and the
sales of this group accounted for 41 percent of the
revenue of Telelogic in 2007. Traditionally,
Telelogic has held a strong position with its re-
quirements management products within the US
aerospace and defense industry. This is a cus-
tomer group which for some time has developed
slowly and Telelogic initiated already in 2006 a
number of activities aimed at strengthening its
position with customers in other segments. This
work has been successful in 2007, and the prod-
uct group is again growing in the double-digits.

Competitors

Telelogic’s main competitors do not differ in the
various product groups. IBM, Borland and Serena
are all able to compete with Telelogic’s total offer-
ing of products and services. In the area of re-
quirements management, all the above competi-
tors have competitive products. Of the three
named companies, only IBM comes close to
Telelogic’s market share for requirements man-
agement. There are also a number of smaller
competitors with market shares under 1 percent,
who compete in the market segment of require-
ments management. Examples of companies
include MKS and Compuware.

Gartner Report(s), or any excerpts thereof, in making any decision, including any
investment decision. Each Gartner Report speaks as of its original publication date (and not
as of the date of this [Prospectus/Company Report]) and the opinions expressed in the
Gartner Report(s) are subject to change without notice. Gartner is not responsible, nor
shall it have any liability, to the Company or to any reader of this [Prospectus/Company
Report] for errors, omissions or inadequacies in, or for any interpretations of, or for any
calculations based upon data contained in, the Gartner Report(s) or any excerpts thereof.
This disclaimer is valid for all the references to Gartner Inc. in this Annual Report.
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Change and configuration
management

Significant events in 2007

During the year, updated versions were released of all products in this category. Among the improved
functions, the following are worth mentioning:

* New web-based version with improved process support in case of changes. Among others, the processes
were developed in cooperation with Philips Applied Technologies and support processes in accordance with
CMMI and quality assurance in accordance with e.g. 1SO 9000.

Updated user interface improves user friendliness, e.g. by providing graphical views of change history.
New functionality that supports a more strategic perspective on quality control.

Increased functionality to simplify and improve the portion of the change and configuration management
process which concerns the final assembly and delivery of the software.

Improved integration of Telelogic’s products which e.g. improves collaboration among different stakehold-
ers thereby facilitating the setting of priorities among many different requirements and requests with
regard to changesin a project.

Telelogic has won honors for their change and configuration management products in a number of areas.
Yphise has for the forth consecutive year elected Synergy the best solution for managing software develop-
ment. Of five evaluated products, Synergy received the highest mark. Italso received special mention for its
capability to optimize the business capacity through time and cost savings. Butler Group writes in its report
thatitis primarily because of Telelogic's focus on support for the entire change process that the products in
these areas really provide added value to customers.

Growth
%
15—
12 -
Key facts =
2007 2006 2005 oL
Growth in local currency, % 13 1 10
Portion of Telelogic’s total sales, % 20 21 26 o
Acquisitions - - -
2005 2006 2007
Percentage of Telelogic’s total sales Users Decision-makers

B 41% Requirements
management

M 20% Change and
configuration
management

M 39% Modeling
eorers [l I N

Business Development
and IT

Project Managers
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Directors of Technology,

What is change and configuration
management?

When a company develops a new
product, many people are involved in
the project. Each developer works on
different parts of the software code,
which results in the creation of many
files and documents, and in many
versions of the same file. Thus, tools
arerequired to keep track of all the
files: who is working on what file,

how these shall be combined to a
final product and which versions have
been developed.

In addition, there will be require-
ments in regards to change manage-
ment. This may concern changes in
the original requirements, but more
frequently the changes refer to the
software code, i.e. already developed
code must be adjusted and refined.
Managing changes, i.e. a change
request, approval of the change, and
assignment of the change work to a
developer, are important processes
inaproject.

Users

e The project manager supervises
all project files. He or she approves
change requests and assigns the
changes to a developer.

The developer works on program-
ming different files in the project.
The configuration manageris the
developer who works on
assembling files for the final
product, of which different
versions frequently exist.

Advantages of change and
configuration management
Overwritten files and lost
information avoided.

Many developers can work in a
structured way on the same
project, which is an advantage in
large projects or if the developers
are dispersed geographically.
The work is more efficient with
structured change management,
and the risk for errors diminishes.

= 17
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Telelogic’s change and configuration manage-
ment solutions

Telelogic offer two tools in this product group:

* Telelogic Synergy™
¢ Telelogic Change™

Synergy constitutes the foundation software to
keep track of different versions and configura-
tions. Change is a supplement to Synergy, which
takes a comprehensive view of all the changes that
occur in the project. The greater part of the sales
is from Synergy.

Research and development

Telelogic invests approximately 15 percent of its
revenue in research and development. As joint
resources are used for a large part of the product
development, e.g. testing, integration of products
and such, Telelogic does not allocate its develop-
ment cost per product.

Telelogic’s products for change and configura-
tion management are developed in development
centers in the US and Asia. From the start,
Telelogic has been a driving and innovative force
in this area. Telelogic was, for instance, first in
the world with data-based and transparent change
and configuration management. This means that
each developer is assigned a task if something
needs to be changed, a new perspective in this
area at the time. Transparent change manage-
ment means that the developer does not need to
actively keep track of different versions of his or

B sl T mosiaig gy

m

et il g By

o Civan Taskc JREEAT Merpe paralal deeions

[ - -

@ x

- e e
£ [1] BOBY Improve Compane or nary fes
3756 Dwingt candicty for adra tedks
* §0dE: Datect conficts for exra tasis
defaull releain
¥ 1 86T Add AF1 call
2 1878 Dispday daten
1501 Mg et tagk 1476
0 ClisrdReeane javm, 30
FEddr v 1]
= Bl Chasge Reguesis | resoned in T padl we i
= B Chensge Fequests wating for my review

her files. Instead, this occurs “invisibly” in the
background, which saves time and gives the
developer an opportunity to focus on developing
the software.

Strategic prioritization

At the present time, there is an area within
change and configuration management that
attracts much attention: ITIL, which is a frame-
work for IT processes for support, operation, and
administration. Telelogic supports ITIL and will
also in the future continue to improve its support
in this area.

In general, the area of change management is
gaining ground in many areas. Telelogic is ac-
tively working on developing the product so that
it will satisfy market requirements and stay at the
forefront of the development.

Market
The market for configuration management is
relatively mature. This is an area where products
have been available on the market for a long time
and most of the companies with large develop-
ment teams have already installed some type of
solution. Today, as both large and small compa-
nies have realized the advantages of configuration
management, the discussions are primarily about
how advanced a system the client desires.

The market for change management is growing.
This is an area which has become more important
as projects have become increasingly more com-

Telelogic Synergy - keeps track of software code

Synergy will help you manage the different versions of the created program
codes. It will even allow the user to retrieve old versions, if needed. When
the software is almost ready for delivery, it consists of a number of small
files. These shall be assembled to a complete program which can be done in
different versions depending on how the program will be used.

- 18

Telelogic Change - take control over changes

Change manages changes that occurin the course of the project. The
change may be due to a competitor releasing a new product, tightening of
the budget, or new technology being introduced. Before a change can be
accepted, the different stakeholders must approve of the change. In larger
projects, thisis done through a computer-supported decision process, e.g.
with the help of Change. When the project manager has an up-to-date
overview of the changes that have been decided on, he can also assign the
changes as tasks to different project members.
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plex and the world around us is changing more
and more rapidly. Up to now, many companies
still do not have specially-adapted systems to
handle this area.

Based on market analyses from leading industry
analysts, Telelogic estimates that the change and
configuration management distributed market
amounts to about MUSD 950, with an annual
growth rate of about 13 percent from 2005 to
2006. According to the Gartner Research
analysis' published in May 2007, Telelogic held
3.6 percent of the change and configuration
management market in 2006, based on total
software revenue.

Customers

Telelogic’s ten largest customers for change and
configuration management are found among US,
Asian and European aerospace and defense com-
panies and telecommunications companies.
These are two industries which already for a long
time have managed large development projects.

Telelogic’s products for change and configura-
tion management are suited for all types of com-
panies that develop complex software. In addition
to the acrospace and defense industry and the
telecommunications industry, a large portion of
Telelogic’s sales is to bank and finance and
systems integrators.

A change and configuration management sys-
tem is an investment that concerns the entire
company’s development organization. It is rare
that such a decision can be taken on a level under
that of the head of business development, tech-
nology or IT. It takes a long time to implement a
system of this kind, which is why the sales cycles
and thus the preparation processes are long.

The customer group which Telelogic primarily

targets is clients who currently have a less sophis-
ticated system, where the cost and loss of time for
changing to a new system would be offset by the

increased functionality of the Telelogic products.

Sales

The change and configuration management
product group increased by 13 percent for the full
year, and the sales of this group accounted for 20
percent of revenue for Telelogic in 2007. This
product area has not been helped along by prod-
uct acquisitions during the year, but has neverthe-
less turned zero growth in 2006 into double-digit
growth in 2007. The majority of sales constituted
software for change and configuration manage-
ment, which impacts a more mature market than
the software for change management.

Competitors

Telelogic’s main competitors do not differ in the
various product groups. IBM, Borland, and
Serena are all able to compete with Telelogic’s
total offering of products and services. In the area
of change and configuration management, pri-
marily IBM and Serena have competitive prod-
ucts with regard to functionality and both of
these companies have a larger market share than
Telelogic. Telelogic, however, has a product which
has been selected as the market leader with regard
to technical functionality.

As Telelogic mostly focuses on replacing less
complex systems already installed by customers, it
is Borland, MKS and Perforce Software that are
seen as the main competitors with regard to
change and configuration management. Telelogic
estimates that these companies have a single-digit
market share, just as Telelogic has.

1) Gartner: Market share: Application Development and Project and Portfolio Management,
Worldwide, 2006, May 2007, by Laurie Wurster, Fabrizio Biscotti and Asheesh Raina.
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-> Did you know that ...

Telelogic has product develop-

ment divisions on three
continents - North America,
Europe, and Asia.

Change management

Configuration management

The colored area corresponds

with Telelogic’s change and
configuration management

offering.

->
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What is modeling?

Modeling can be done on many levels
in the company. Modeling is a sum-
mary term for structuring and in
certain cases programming using
symbols. On a high level, a company
can model its processes - it may be
business processes, IT processes, or
development processes. By charting
its processes, a company has an
overview of how these processes are
connected, where there are deficien-
cies, and how they can be stream-
lined.

Modeling is also used in product
development. The work method is
similar as the overall software struc-
ture is charted, analyzed, and linked
together. The modelis then devel-
oped in more detail with additional
levels, and when the level of detail is
sufficient the final program code can
be generated automatically. The
developer works with one model
only, but he/she can choose to gener-
ate the text-based program code in
different formats depending on its
use [e.g.inacell phoneorinaPCJ.

Users

The process engineer models the
overall processes and structures
of the company.

The department manager analyzes
and makes decisions based on the
charted processes.

The developer models the software
and generates the final program
code.

The project manager follows up on
the modeled software and checks
it against established require-
ments and time schedules.

Advantages of modeling

Simplifies the overview of complex
processes and exposes weak-
nesses of the processes.
Simplifies the programming of
complex software by improving the

-» Operations: Product groups

Modeling

Significant events in 2007

During the year, new versions were released of all products in this category. Among the improved functions,
the following are worth mentioning:

Updated version of product for modeling of software with focus on smaller projects.

Improved support of Service Oriented Architecture, SOA (a standard which facilitates the integration of
products).

Increased functionality of system modeling in the language SysLM, as well as increased support of code
generation in languages such as Java and C#.

Continued improved support for analyzing organization structures and business processes.

Increased support for web-based modeling.

More integration between planning and execution of IT projects.

Improved support of industry-specific standards within the telecommunications and automotive industries,
forinstance AUTOSAR, CAN, MOST, MISRAC and OSEK.

Continued improved support for non-English languages for the acquired products, such as Japanese, for
instance.

Improved integration of Telelogic’s products and external products, such as e.g. Microsoft® Visio®.

Telelogic received awards and analyst recognition for its modeling products in a number of areas. Gartner
Research placed Telelogicin the “Leaders Quadrant” in its report “Magic Quadrant for Business Process
Analysis Tools, 2Q07-1H08"".

Growth
%
100 —
80 -
Key facts ot
2007 2006 2005 wl
Growth in local currency, % 24 84 27
Portion of Telelogic’s total sales, % 39 37 25 or
Acquisitions - I-Logix Popkin 2005 2006 2007

Percentage of Telelogic’s total sales Users Decision-makers

Directors of Technology,
Business Development and
Department Managers

overview, accelerating the
development process, and
minimizing the number of errors.
In principle, the documentation of
processes and software is
generated simultaneously while
they are being modeled.

B 41% Requirements
management

M 20% Change and
configuration
management

M 39% Modeling

Process Engineers,
Department Managers

Project Managers

veecrers [l I

Project Managers

1) The Gartner Magic Quadrant for Business Process Analysis Tools 2Q07-1H08 by Michael J. Blechar is copyrighted 8 June 2007 by
Gartner, Inc. and is reused with permission. The Magic Quadrant is a graphical representation of a marketplace at and for a specific
time period. It depicts Gartner’s analysis of how certain vendors measure against criteria for that marketplace, as defined by
Gartner. Gartner does not endorse any vendor, product or service depicted in the Magic Quadrant, and does not advise technology
users to select only those vendors placed in the “Leaders” quadrant. The Magic Quadrant is intended solely as a research tool, and
is not meant to be a specific guide to action. Gartner disclaims all warranties, express or implied, with respect to this research,
including any warranties of merchantability or fitness for a particular purpose. The Gartner Report(s) described herein, (the
“Gartner Report(s)”) represent data, research opinion or viewpoints published, as part of a syndicated subscription service
available only to clients, by Gartner, Inc., a corporation organized under the laws of the State of Delaware, USA, and its subsidiaries

9 20 TELELOGIC 2007



Telelogic’s modeling solutions
Telelogic offers a number of modeling tools. The
three major tools are:

¢ Telelogic System Architect®
¢ Telelogic Rhapsody®
¢ Telelogic Tau®

These products cover two different areas within
modeling. System Architect is used for modeling
of business processes. Both Rhapsody and Tau are
used for modeling of software, Rhapsody for
software in embedded systems, and Tau for soft-
ware in business and IT applications. Sales of
Rhapsody are somewhat larger than the sales of
System Architect, respectively Tau.

Research and development
Telelogic invests approximately 15 percent of its
revenue in research and development. As joint
resources are used for a large part of product
development, e.g. testing, integration of products
and such, Telelogic does not allocate its develop-
ment cost per product.

Telelogic’s modeling products are developed in
development centers in the US, Europe and Asia.
From the start, Telelogic is and has been a driving

Telelogic System Architect - modeling of processes

and innovative developer in the area of modeling.
System Architect has its roots in the aerospace
and defense industry and is for instance the only
product supporting the entire methodology ac-
tively used by the US Department of Defense. For
modeling of software, Telelogic was the first
supplier in the world to launch a product based
on the development language UML 2.0, a stan-
dard still used today.

Strategic prioritizing

In modeling, compatibility with various stan-
dards and development platforms is particularly
in demand. Compatibility with SOA — Service
Oriented Architecture — is a distinct trend. This
is a standard that facilitates the integration of
different products. In this area, Telelogic continu-
ally launches new improvements and integrations
to aid our clients in identifying, modeling, and
implementing SOA-based processes. Another
important area is compatibility with industry-
specific standards, where Telelogic will continue
to invest in its leadership within the automotive
industry and within the aerospace and defense
industry.

-> Did you know that ...
Telelogic invests approximately
15 percent of its sales in
research and development.

Telelogic Rhapsody & Tau - modeling of software

System Architect is used to design, visualize and analyze processes,
business models, and organizational structures in an effective manner. By
using System Architect, organizations can discover inefficiencies in their
processes, how they are related to other processes, where duplication of
effort occurs, how resources should be allocated, etc. One area where
System Architect is extensively used is in the US defense industry. Complete
defense systems are modeled in a prescribed model standard called DoDAF
(Department of Defense Architecture Framework).

Both Telelogic Rhapsody and Telelogic Tau are used to model software. The
term modeling means that the engineer uses graphical programming
languages instead of text-based programming languages. When the model
is ready, the developer can generate a program code in a number of different
languages such ase.g. C, C++, C# or Java. Rhapsody is aimed at modeling
software in embedded systems, i.e. software which is embedded into e.g.
cell phones and airplanes. Tau is aimed at modeling larger IT systems.

("Gartner”), and are not representations of fact. The Gartner Report(s) do not constitute a specific guide to action and the reader of
this [Prospectus/Company Report] assumes sole responsibility for his or her selection of, or reliance on, the Gartner Report(s), or
any excerpts thereof, in making any decision, including any investment decision. Each Gartner Report speaks as of its original
publication date (and not as of the date of this [Prospectus/Company Reportl) and the opinions expressed in the Gartner Report(s)
are subject to change without notice. Gartner is not responsible, nor shall it have any liability, to the Company or to any reader of
this [Prospectus/Company Report] for errors, omissions or inadequacies in, or for any interpretations of, or for any calculations
based upon data contained in, the Gartner Report(s) or any excerpts thereof. This disclaimer is valid for all the references to Gartner’s

Magic Quadrant report in this Annual Report.
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-> Did you know that ...
Telelogic customers include the
majority of the largest telecom,
aerospace and defense and
automotive industry companies
in the world.

Process modeling

Software modeling

The colored area corresponds with
Telelogic's modeling product line.
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Market

The market for modeling products is developing
differently in different market segments. Model-
ing of software has gained broad acceptance in
the development of complex software, whereas
modeling of processes is still in the early stages of
development in many industries.

Based on market analyses by leading industry
analysts, Telelogic estimates that the market for
modeling is approximately MUSD 500-550 with
an annual growth rate of about 7 percent.

Telelogic is the second largest player in the
market for modeling after IBM. The market share
varies depending on how different industry ana-
lysts measure the market. According to the
Gartner’s Inc analysis', published in May 2007,
Telelogic held 20.6 percent of the modeling mar-
ket in 2006, based on the total software revenue.
It is Telelogic’s opinion that none of the leading
industry analysts have measured market share
with respect to modeling processes. A report from
Gartner Inc? divides the various players into four
categories and Telelogic is placed in the “Leaders

Quadrant”.

Customers

Telelogic’s ten largest customers for modeling are
found among US, Asian and European aerospace
and defense companies and telecommunications
companies. The products in these two industries
are to a large extent dependent on complex
software.

Telelogic’s modeling products are, however,
suited for all types of companies that develop
complex systems or software. The total number of
customers can be found in industries such as the
automotive industry, medical technology, finance
and banking, but with aerospace and defense and
telecommunication as the two dominating
categories.

Modeling products can be purchased at many
different levels of an organization. Modeling of
processes in principle always takes place at the
highest level of the organization. Telelogic col-
laborates in these cases with the head of IT or

development. Software modeling has, on the
other hand, a larger distribution in terms of deci-
sion-makers. Many companies have not central-
ized the use of modeling products and Telelogic’s
main contact can be anything from the director
of technology or director of business development
to department managers and project managers.
The larger the project, the more likely it is that
the purchasing decision is taken high up in the
organization.

Sales

The modeling product group increased by 24
percent for the full year, and the sales of this
group provided 39 percent of the revenue for
Telelogic in 2007.

The increase in sales during the first quarter of
2007 has received a certain amount of boost from
the acquisition of I-Logix, which took place dur-
ing 2006. The rest of 2007, however, accounts for
the acquisition and shows the growth of the
products under Telelogic’s management. Rhap-
sody and System Architect have both developed
very positively during the year and are among
Telelogic’s fastest growing products. Within the
product group modeling, there are also products
which have been replaced by newer versions.

Competitors

Telelogic’s main competitors do not differ in the
various product groups. IBM, Borland and Serena
are all able to compete with Telelogic’s total offer-
ing of products and services.

In the area of modeling, IBM and Borland have
competitive products. IBM is a clear market
leader within modeling, whereas Borland’s mar-
ket share is about half of Telelogic’s share. IBM is
the market leader also in the market segment for
embedded systems, but here the difference com-
pared with Telelogic is much smaller. There are
also a number of smaller competitors who com-
pete in the market segment for modeling.
Examples of companies include IDS Sheer, Pro-
Forma and Troux.

1) Gartner: Market share: Application Development and Project and Portfolio Management, Worldwide, 2006, May 2007, by Laurie

Wurster, Fabrizio Biscotti and Asheesh Raina.

2) The Gartner Magic Quadrant for Business Process Analysis Tools 2Q07-1H08 by Michael J. Blechar is copyrighted 8 June 2007 by
Gartner, Inc. and is reused with permission. The Magic Quadrant is a graphical representation of a marketplace at and for a specific
time period. It depicts Gartner’s analysis of how certain vendors measure against criteria for that marketplace, as defined by
Gartner. Gartner does not endorse any vendor, product or service depicted in the Magic Quadrant, and does not advise technology
users to select only those vendors placed in the “Leaders” quadrant. The Magic Quadrant is intended solely as a research tool, and
is not meant to be a specific guide to action. Gartner disclaims all warranties, express or implied, with respect to this research,
including any warranties of merchantability or fitness for a particular purpose.
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Operations: Geographical markets

Telelogic’s global market organization and
customer base contributed to its double-digit
growth in 2007 in the US andigEMEA, as well

as in Asia/Pacific.
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Market division Americas

Customer case study:

Valtech India Systems Uses
Telelogic Rhapsody to Improve
Productivity and Lower
Development Costs

Valtech India Systems, the global

development arm of Valtech, is a

leading embedded systems soft-

ware developer. When a major

avionics customer suggested a

move to object-oriented (00) tech- e .
nologyfor uture projects, Valech

was challenged to create a new

process for global development. A e Growthin local currency by 10 percent.
drawback of the company’s old e Contribution margin of 40 percent.
process was the inability to reuse * New Telelogic office in Panama.

requirements on multiple projects
with similar components.

Valtech’s customer selected .
Telelogic Rhapsody® because of Five large customers

its high architectural-level re-

usability, seamless communica- ¢ Lockheed Martin
tion across multiple development * Northrop Grumman
sites, and robust support for con- * Raytheon

current engineering. Valtech im- * Boeing

plemented Rhapsody in its global * General Dynamics

development center in Bangalore,
India, where developers got up to
speed quickly and immediately

improved communication among Key figures
multiple teams.

Rhapsody addresses Valtech's Americas 2007 2006 2005 2004
business dirllienges by eoealEiing Sales, MSEK 647.2 636.8 527.6 394.9
productivity, reducing defect den-
sity in production and post deliv- Percentage of Group’s sales, % 38 42 41 38
ery, and promoting process im- Operating profit, MSEK 262.0 238.6 200.6 146.8
provement. Vallieeh s ey Contribution margin, % 40 37 38 37
impressed with the flawless code
quality, which is checked by the Number of employees, sales 121 122 m 96
customer with Telelogic Logis- Number of employees, total 344 339 292 210
cope™ and another code analysis % of total employees 28 30 31 29

product before acceptance.
“Rhapsody was the environment
we needed to achieve our time-

boxed agile development process Sales Operating profit Percentage of Telelogic’s total sales
and maintain CMM level five,” says

Cdr. R.N.Ramachandran, Practice MeER Mo
Head, Valtech India Systems. B 38% America

800 [ 400 B /9% EMEA

B 13% Asia/Pacific

600 — 300 [~

400 — 200 [~

200 [~ 100 —

0 0
2005 2006 2007 2005 2006 2007
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Market trend

Market division Americas covers subsidiaries in
North America and distributors in Central and
South America.

Following a strong finish in 2007, the aerospace
and defense customer group developed well com-
pared to 2006. To a great extent, the upturn was
due to Telelogic’s signing a number of larger
contracts with US authorities, which included all
of Telelogic’s products. Another reason for the
upturn was that the standardization trend of tools
and processes used by companies and government
agencies with regard to integration continued
during the year.

In addition, in 2007 and earlier years the com-
pany focused on continuing to develop the opera-
tion outside the acrospace and defense category,
and to increase cross sales within industries, such
as automotive, medical technology, banking,
finance, and insurance.

The division has also benefited from its existing
distributor network in Central and South Ameri-
ca through the opening of a new Telelogic office
in Panama. This initiative created many new
growth opportunities during the year with new
distributors in countries where Telelogic was not
previously established.

Customers

Within the Americas market division, the largest
customers are corporations such as Boeing, Lock-
heed Martin, Northrop Grumman, General
Dynamics, and Raytheon. Other important
customers can be found within US government
agencies and departments. But even if the aero-
space and defense industry continued to be the
largest category in the market division, the divi-
sion has experienced a clear increase among For-
tune 1000 customers in the category of automo-
tive, medical technology, as well as banking,
finance and insurance.

TELELOGIC 2007

Growth

In 2007, the growth in the market division
amounted to 10 percent in local currency, with a
contribution margin of 40 percent. The require-
ments management product DOORS continued
to be the largest tool in terms of sales.

In 2006, DOORS experienced a negative trend
within its main category, acrospace and defense,
with a clear saturation, which happily slowed
down and leveled off in 2007. New sales in this
category were, however, still weak, but income
from maintenance increased, which indicates that
the number of users of Telelogic’s products in-
creased during the year.

Generally speaking, the market division showed
strong growth in maintenance revenue, which
resulted in a new sales record in regards to this
revenue.

The growth of Rhapsody continued strongly in
2007 and the product has taken market share in
all customer categories, but above all in the aero-
space and defense category. Rhapsody is the
second largest product in Telelogic’s product
portfolio in America, whereas System Architect is
the third largest. The fastest growing product in
America was the requirement analysis product
Focal Point.

-> Did you know that ...
Telelogic has companies in
20 countries and more than
40 offices of their own.

Efficiency measures and priorities in 2007

Cost control in the market division was very good
during the year, which clearly contributed to
increased margins. The focus continued to be on
streamlining the operations to ensure that all
costs are aligned with income expectations and
contributon margin.

As in the previous year, efficiency measures and
concentrated sales methods were in focus in 2007,
and with the somewhat saturated license sales of
the main product, DOORS, in the aerospace and
defense category, there was strong focus on cross
sales and expansion of sales outside this category.

->
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Market division EMEA

Customer case study:

Renesas Design France
Improves Development Process
with Synergy Suite

Renesas Design France, a subsidiary e J
of Renesas Technology Corporation,
ajoint venture between Hitachiand
Mitsubishi Semiconductors, is one of
the world's leading semiconductor
system solutions providers. The
company initiated a CMMl initiative

toimprove its processes and be- Significant events in 2007

come more competitive. They de-

cided to migrate to a change and e Growth with 23 percentin local currency.
configuration management solution e Arecord high contribution margin of 46 percent.
that would manage both their hard- e Telelogic's single largest deal was concluded with
ware and software assets, support Thales for avalue of MSEK 91.

their existing processes, and im-
prove product quality.

After selecting Telelogic Synergy™ .
Suite, Renesas Design France quick- Five large customers

ly discovered that Telelogic Change™

not only manages all change re- e Ericsson

quests and bug reports, it also * Nokia

tracks current status and provides e British Aerospace
process improvement reports. For * EADS

each bug report, the company now e Thales

captures the phase where the error
was found and, upon resolution,

indicates the phase in which the :

error could have been avoided. This Key figures

causal analysis enables the com-

pany to identify the areas where EMEA 2007 2006 2005 2004
|mprovem.entW|lldellverthe highest Sales, MSEK 8515 695.3 603.8 510.0
return oninvestment.

The reports and metrics that Percentage of Group’s sales, % 49 45 47 49
Telelogic Change and Telelogic Operating profit, MSEK 387.9 261.3 205.3 186.9
Syr\erg){ prov.lde help the company Contribution margin, % 46 38 34 37
quickly identify process areas where
improvementis needed. Causal Number of employees, sales 176 160 125 13
analysis also enables them to focus Number of employees, total 508 466 397 338
their efforts efficiently. .

“Synergy provided us with control % of total employees 41 41 43 47
over our development; for program
management, it enabled us to cut
time-to-market by 30 percent,” says Sales Operating profit Percentage of Telelogic’s total sales

Stéphane Thomas, Quality Manager,
Renesas Design. MSEK MSEK

1000 500
M 38% America
800 - 400 - B 49% EMEA
B 13% Asia/Pacific
600 — 300 |-
400 200
200 — 100
0
2005 2006 2007 2005 2006 2007
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Market trend

Market division EMEA is divided into four re-
gions: Western Europe with subsidiaries in the
UK and distributors in Eastern Europe and
Africa. Central Europe with subsidiaries in Ger-
many and operations in Austria, Switzerland, and
Poland. Southern Europe with subsidiaries in
France, Spain, and Italy. Other parts of Europe
include subsidiaries in the Northern countries,
the Netherlands, Middle East, and Russia.

In general, EMEA has had a very good year
with strong growth. Western Europe experienced
an upturn in all main categories with the aero-
space and defense sector as the strongest customer
category and UK as the strongest individual
market.

Central Europe stabilized on a high level and
Germany continues to be its leading market
where, above all, the automotive industry has
been the leading customer category. Within
Telelogic, Germany is also the leading market
globally with regard to sales to the automotive
industry. Telecom and the aerospace and defense
category developed strongly in 2007, but in par-
ticular the customer category “Other” developed
very well.

In the Southern European region, France,
which is the largest market in this region, turned
around the weak development in 2006 to a clearly
satisfactory level in 2007. This trend applied also
to all of the other markets in this region, where
Italy, in particular, showed very good results.

Also in other parts of Europe, a weak 2006 is
turning around with generally improved trends in
2007. In the rest of Europe, Telelogic succeeded
in growing outside the acrospace and defense
category, and in this region the market segments
Nordic countries and Middle East had the best
results in 2007.

Customers

Large customers within EMEA include, for in-
stance, British Aerospace, EADS, Ericsson,
Nokia, Philips, and Thales.

DOORS continues to be the largest product in
EMEA. In general, the acrospace and defense
category are the dominating customer group in
Western Europe, while the telecom and auto-
motive industry dominate in the rest of EMEA.
Telelogic sees, however, positive changes within
other customer groups due to successful cross
sales efforts and a successful focus on large cus-
tomers. Medical technology and transports are
the two categories, outside the larger customer
groups, that have developed well during the year.

TELELOGIC 2007

Growth

2007 was a very strong year for the market divi-

sion EMEA. The full year 2007 improved com-

pared to the previous year, and the division grew
by 23 percent in local currency and had a record
high contribution margin of 46 percent.

-> Did you know that ...
over 90 percent of Telelogic’s
sales are outside Sweden.

A large number of business deals were conclud-
ed in EMEA in 2007, especially in the second
half of the year, which was a contributor in the
strong growth for the division. The largest order
in Telelogic’s history, with a value of MSEK 91,
was concluded with Thales.

The focused investment in large customers and
the focus on closing time based license deals,
which results in recurring license revenue, have
been successful in EMEA and contributed
strongly to the positive growth in the market
division.

All products showed good growth in EMEA. In
addition to DOORS, the leading products were
Synergy and Rhapsody. It was gratifying that the
products System Architect and Focal Point clearly
started to take market shares.

Efficiency measures and priorities in 2007
The product-specialized sales organization was
fully implemented in 2007, which has been a
success with clients and impacted sales positively.
The division has continued to focus strongly on
profitability and therefore had good cost control.
The continued work within EMEA to find
other customer categories, outside the acrospace
and defense category, has showed a positive devel-
opment. This has resulted in a favorable increase
in all customer groups.

->
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Customer case study:

CNC Hebei Branch Gains a
Competitive Advantage with
Telelogic DOORS and Telelogic
Synergy

China NetCom Corporation Ltd. (CNC)
Hebeibranch is the largest fixed com-
munications operator in Hebei prov-
ince, China. The company had anim-
mediate need to standardize
requirements managementas well as
change and configuration manage-
ment for a new centralized billing and
integrated accounting system. CNC
Hebei branch launched a search for
application lifecycle solutions that
would help them succeed.

CNC Hebei branch began using
Telelogic DOORS® and Telelogic Syn-
ergy™ for managing its IT system’s
requirements, changes and configu-
rations. In the initial stage of a cen-
tralized billing project, the branch met
its goal of establishing enterprise-
level process change management to
ensure that the company could effec-
tively collect, control, track and man-
age change requests from all project
stakeholders.

By using Telelogic DOORS and
Telelogic Synergy to support enter-
prise-wide requirements-driven de-
velopment, CNC Hebei has been able
to quickly improve the overall devel-
opment efficiency of its teams and the
development quality of its products.
As aresult, CNC Hebei branch has
accelerated time to market—and
raised the bar—in a fast-changing
industry.

“Telelogic's products have stan-
dardized the management of require-
ments, changes and versions within
our enterprise,” says spokesperson,
China NetCom.

=» Operations: Geographical markets

Market division Asia/Pacific

Significant events in 2007

e Growth of 18 percentin local currency.

e Contribution margin of 34 percent.
e New unit established in Taiwan.
e Restructuringin Japan.

Five large customers

* NEC
e Samsung
* BAE
¢ Nokia
* AMP

Key figures
Asia/Pacific 2007 2006 2005 2004
Sales, MSEK 218.6 192.8 158.5 134.4
Percentage of Group’s sales, % 13 13 12 13
Operating profit, MSEK 73.8 66.5 54.8 51.0
Contribution margin, % 34 34 35 38
Number of employees, sales 88 98 79 77
Number of employees, total 385 333 240 171
% of total employees 31 29 26 24

Sales Operating profit Percentage of Telelogic’s total sales
MSEK MSEK
1000 500 —
B 38% America
800 - 400 - B 49% EMEA
M 13% Asia/Pacific
600 — 300 |-
400 200
200 - l 100
. ml Lmm

2005 2006 2007 2005 2006 2007
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Market trend

The market division Asia/Pacific includes subsid-
iaries in Australia, India, Japan, China, Singa-
pore, and South Korea. In addition, there are sales
through distributors in Malaysia, the Philippines,
and Thailand.

Most markets in Asia/Pacific are growth mar-
kets, which in addition to fast growth are charac-
terized by price competitiveness. With the excep-
tion of Japan, all markets have developed
positively during the year, and Australia and
Korea, in particular, excelled with continued
strong growth. The results from the investments
in China have been good, and the development in
this market division has been clearly positive. The
operation in Japan, which previously had a weak
performance, has undergone restructuring during
the year. The restructuring has had a positive
impact on the operation, and an improvement
was noted in the fourth quarter.

The number of employees in the product devel-
opment unit in Bangalore, India, increased dur-
ing the year, and Telelogic has currently a total of
more than 150 product developers in Bangalore.
Telelogic has approximately 280 employees in
various offices in India, which makes India the
second largest country after the USA in terms of
the number of employees in Telelogic’s
organization.

Customers

The aerospace and defense and telecom categories
continue to be the most important ones in Asia/
Pacific. The finance and banking categories and
the automotive and consumer electronics indus-
tries also include larger customers. The largest
customers in this region include NEC, Samsung,

Nokia, AMP, and BAE.

Growth

Following a somewhat weak start in 2007, the
market division finished the year with a strong
second half. The total growth for the year was 18
percent in local currency. For the year, the contri-
bution margin was 34 percent and it was encum-
bered by investments in continued expansion. All
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product groups have shown growth during the
year, contributing to the positive sales increase.
The development for the product group require-
ments management, which includes the products
DOORS and Focal Point, has been particularly
strong. The sales development for System Archi-
tect also continued to be strongly positive.

The strongest sales increase has taken place in
the finance and banking and the software and
systems categories. The market division has also
maintained its strong position within the impor-
tant aerospace and defense category, especially in
Australia, India, and Korea.

Streamlining and prioritizing in 2007.
During the year, a restructuring of the Japanese
organization was completed, and several new key
individuals were hired. This had a positive effect
on fourth quarter results and it is expected to
continue to provide a positive contribution in
2008. A new office was established in Taiwan at
the same time as this market division has con-
tinued with comprehensive investments in the
growth region Asia/Pacific for continued
expansion.

Growth, strengthened market presence, and
focus on key customers were strongly prioritized
in 2007.

-> Did you know that ...

With regard to employees, India
is the second largest country in
the Telelogic group.
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=» Operations: Customers

Facts about Telelogic’s
customers:

The ten largest customers:
Provide 29 percent of Telelogic’s
sales.

Individual customer commitment:
Maximum 5 percent of total sales.

The largest customers:
Lockheed Martin, Ericsson,
Thales, Nokia, Raytheon, Boeing,
General Dynamics, Northrop
Grumman, EADS, British
Aerospace.

Customer case study:

Dubai Customs Declares Greater
Business Agility with Telelogic
System Architect

Through innovation and customer
service, Dubai Customs has become
aworld leader in customs adminis-
tration. But to meet its ten-year
vision of sustaining economic and
social development in Dubai, the
organization recognized that it
needed an Enterprise Architecture
(EA) platform.

Dubai Customs searched for a
comprehensive EA platform that
could supportits EA frameworks.
The product had to be flexible, easy
to use and have a proven track re-
cord. Dubai Customs chose Telelogic
System Architect® because it dem-
onstrated the flexibility needed to
supportitsin-house business pro-
cess methodology. Ease of use and
customization were other important
factorsin the selection.

System Architect was implement-
ed at the organization’s central EA
office, where 50 users currently
access the platform. On a daily ba-
sis, business analysts use System
Architect to document detailed busi-
ness processes and workflows.
Systems analysts then take the busi-
ness processes and link them to the
corresponding systems. Analysts
across the organization consider
System Architect a complete solu-
tion that is critical to the central
blueprint for Dubai Customs.

“We use System Architect as the
basis for our Enterprise Connected
View (ECV), which enables us to
manage enterprise information, run
impact analysis, and make decisions
more effectively,” says Juma Al-
ghaith, Executive Director for Cus-
toms Development, Dubai Customs.
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Focusing on key customers and

product specialization

At the beginning of the year, Telelogic implement-
ed a new organization with focus on product spe-
cialization and key customer sales efforts, which
had a clearly positive effect on the result in 2007.
As aresult of the new strategy, license sales
increased and all product groups showed double-
digit growth. The growth rate of the latest acquisi-
tion, Rhapsody, continued and was strengthened
as an integral part of Telelogic. Profitability im-
proved, and another important part of the strategy
was the focus on key customers during the year.
The Thales deal, the single largest deal in
Telelogic’s history, provides an excellent example
of this successful strategy. In addition, coopera-
tion between development and sales within differ-

Sales growth per customer category

ent product groups has clearly improved during
the year.

Telelogic has a broad customer base, where
many of the customers are leaders in their areas,
and the company is not reliant on any single cus-
tomer. Telelogic is well-equipped to live up to
customer expectations due to its market-leading
positions within all product groups and one of the
market’s most comprehensive product portfolios.
In 2007, Telelogic continued to strengthen its
existing customer relations, and over half of the
company’s customers are using two or more of
Telelogic’s products. In addition, the number of
customers using all of Telelogic’s products has
grown significantly in 2007.

Sales growth per market

Local Local

currency, % SEK,% currency, % SEK,%
Telecom 13 8 EMEA 23 22
Aerospace and defense 18 13 America 10 2
Finance and banking 12 8 Asia/Pacific 18 13
Software and systems 29 23
Automotive 35 30
Other 14 9

Sales by customer groups

B 18% Telecom
M 37% Aerospace and defense
B 6% Finance and banking
‘ 6% Software and systems
B 8% Automotive
25% Other

Sales by product group

B 41% Requirements
management

M 20% Change and
configuration
management

M 39% Modeling

Sales by market divisions

B 38% Americas
B 49% EMEA
B 13% Asia/Pacific
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Values

-> Customers first

We always prioritize our customers
and our business operations. Noth-
ing is more important than constant-
ly exceeding customers’ expecta-
tions and winning new business.

- Excellence in execution

We do everything with quality, and
we like what we do. We take full re-
sponsibility and deliver what we
have promised, on time. Our defini-
tion of efficiency is: the solution
works, it's faster than yesterday’s
and it’'s better than the competition.

- Do the right thing

We do the right things. Doing the
right thing is about survival. Our
definition of the right thing is doing
what gives added value to our cus-
tomers and generates business.

- Sense of urgency

Our business environment is chang-
ing rapidly, and we must change with
it. So we work with a sense of ur-
gency in everything we do. Speed is
essential.

- Passion and fun

We constantly look for what is fun
and unique creating an environment
that stimulates creativity and job
satisfaction is one of our greatest
challenges.
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=» Employees and organization

Motivation, values and responsibility

Dedicated and talented management and employees are essential
for Telelogic to continue to be an attractive successful company
with a strong and successful growth strategy. Therefore Telelogic
pursues a sound and steady employee policy, with a focus on its

values.

Global organization and sound values

From its beginnings, Telelogic has worked every
day and purposefully on developing its personnel
policy to make it sound and effective. This work
is particularly important as Telelogic’s employees
are spread over several continents and must work
together seamlessly in order to create the best
possible work environment and productivity.

The focus is, among other things, on good
leadership, competency development, and em-
ployees sharing and assuming the values of the
company. These measures, taken together, create
a platform that facilitates recruiting and develops
dedicated and proud employees, who will want to
remain and grow with the company.

Telelogic’s philosophy is to get as close as pos-
sible to its customers through an organization
that promotes and takes advantage of geographi-
cal and intellectual traits. The organizational
model makes it possible to have decentralized
control and local responsibility. This promotes
individual initiative, but, at the same time, places
heavy demands on the management, centrally as
well as locally. As Telelogic’s industry also is
characterized by rapid changes, an important
prerequisite is that the company has a common
and clearly communicated set of values.
Telelogic’s values are kept current through a
number of different activities, among others,
through themes published in the company per-
sonnel paper, articles, contests, and co-workers
nominating fellow employees, who embody the
company set of values in an inspiring way.

Telelogic’s employees

At the end of the year, the number of employees
was 1,237, which is an increase of 99 people from
the beginning of the year. The increase in the
number of employees is due to investments in
continued expansion, hiring of new employees in
the regions and product areas that show good
profitability and growth potential.

The new hiring has mainly been in the product
development center in Bangalore, India, and
overall also in the growth region Asia/Pacific.
EMEA is still the largest region in terms of num-

ber of employees, Asia/Pacific the second largest,
and America the smallest. Of the average number
of employees during the year, 25 percent were
women. Employee turnover in terms of resigna-
tions amounted to 12 percent.

Expertise and professional skills

The level of education at Telelogic is high, which
is a prerequisite for the continued success of the
company. The absolute majority of employees
have a degree from a university, and the largest
group are engineers with a major in information
technology or electronics.

This division is also reflected in the distribution
per function, where product developers, sales
people, and consultants form the largest groups.
These functions demand both technical compe-
tency and good product knowledge.

All Telelogic employees are given an opportu-
nity to further their education. Individual educa-
tional programs are prepared by the employee in
cooperation with his/her manager. Examples of
educational opportunities during the year are
technical continuing education and leadership
courses, language courses, and sales training. In
addition, each year Telelogic arranges internal
seminars with strong focus on educating employ-
ees in their respective areas.

In order to ensure that Telelogic also in the
future can attract competent employees, and also
in order to give customers better access to techni-
cally skilled engineers, the company cooperates
with universities and colleges all over the world.
The most common form of cooperation takes
place when universities use Telelogic’s software in
their courses.

By starting a trainee program in 2006, Telelogic
took a strategically important step towards ensur-
ing the development of qualified personnel and
long-term growth. The goal of the trainee pro-
gram is to recruit young, ambitious, and new
technology graduates. In 2007, the program has
been further developed and expanded with good
results. The program offers a six-month special
training course at one of Telelogic’s centers of
excellence. Thereafter, the trainees return to their
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respective home offices to start a career as product
specialists. The program focuses mainly on indi-
viduals capable of becoming new "Field Applica-
tion Engineers”, a role that requires in-depth
product knowledge and an ability to communi-
cate the business advantages of Telelogic’s solu-
tions to the customers. The program is run and
developed full-time by Telelogic personnel in
charge of securing recruiting, educational pro-
grams, centers of excellence, and mentors.

Salary and incentive programs

Telelogic’s level of compensation is market com-
petitive. The goal is that salaries for all employees
should be a combination of fixed and variable
portions. For management, sales people, and
consultants, the variable portion is tied to sales
goals, but variable portions also exist in product
development and administration where the vari-
able portion is tied mainly to goals in connection
with delivery times and quality.

When the work environment and incentives are
good, employees thrive.

Telelogic has low absence due to sickness and has
frequently been referred to in various studies as
one of Sweden’s healthiest company. In addition
to active information work, competency develop-
ment, and clearly formulated incentive programs,
Telelogic is working on preventive health care and
social activities in order to enhance personnel
well-being and create a pleasant work environ-
ment. Commitment and participation are greatly
in focus, which has clearly contributed to the
enjoyment and good atmosphere at the company.
At Telelogic AB, absence due to sickness was 1.6
percent in 2007, compared to 1.3 percent in the
previous year.
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Social responsibility and gender equality

In step with the growing global organization of
Telelogic, it is important with a clearly defined
framework for responsibility, understanding
impacts, and framework for company employees
and company interactions with others. Profitable
business deals must never be developed at the
expense of human rights, damages, threats, or
danger. Therefore, Telelogic works based on a
Code of Conduct, which all employees, suppliers,
and subcontractors must follow. The code de-
scribes, among others, rules for ethical business
behavior, prohibition against threats and bribes,
requirements and prohibition in regards to child
labor, safety rules, rights of employees, issues in
regards to the work environment, and prohibition
against various kinds of harassment. Telelogic has
also many other important policy documents in
order to achieve clarity and high standard in the
performance and operation of the company. The
code and the policies together play an important
role in the daily operation of the company.

In addition, Telelogic is striving to have equal-
ity in the workplace, which is described both in
the code for social conduct, and in the company’s
equality policy. Equal opportunity and equal pay
for men and women in the company are obvious
goals. Within Telelogic there has been clear prog-
ress, and this work continues. Telelogic’s execu-
tive management includes two female employees
and the company Board of Directors has two
female members.

Percentage of employees by function

M 38% Sales and marketing

B 24% Supportand services

W 28% Researchand development
10% Administration

Percentage of employees by
geographical area

B 28% Americas
B 41% EMEA
M 31% Asia/Pacific

Would you like to know more about
Telelogic’s organization? Log onto
www.telelogic.com
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=» Environment and risks

Environment and risks

Market trends

Telelogic is a global supplier of software to make
more effective, coordinate and automate the
client’s processes. The need for these types of
products is present even in times of downsizing
and scarce resources. Despite this Telelogic is also
hurt by a market slowdown due to a generally
weaker interest in investments. A wide customer
base distributed over several segments and an
operation in many areas of the world has been
shown to provide a good distribution of risk as
the individual customer categories and countries
develop differently during a market cycle. The
uncertain market situation, especially in the US,
is a risk for Telelogic in the short term.

Customer structure

Telelogic’s global operations with subsidiaries in
20 countries and a large number of customers
within a broad mix of different industry sectors
provide good risk distribution.

In 2007 the ten largest customers provided 29
percent of the sales, and none of these customers
individually generated more than 5 percent of the
revenue.

Agreement structure

Telelogic has some long-term contracts, in which
pricing is predetermined for the life of the con-
tract. The life of the contracts range mainly from
two years and up to five years. The contracts
generally also stipulate fines and cancellation
rights if delivery from Telelogic is delayed.

The main value of the contracts is, however,
related to the sale of software where Telelogic
does not have any direct production costs and the
risk for adverse impact on the profit is therefore
substantially reduced.

Income distribution

In 2007, Telelogic’s license and maintenance fees
represented 83 percent of sales, and consulting
fees and other income represented the remaining
17 percent. This distribution has remained rela-
tively stable in the last few years. The gross mar-
gin for license and maintenance fees is signifi-
cantly higher than for services. This is, however,
to some extent balanced by the fact that license
sales are more difficult to forecast. Maintenance
fees are the easiest of Telelogic’s revenues to fore-
cast, as they are usually billed for twelve months
in advance, and the majority of Telelogic’s cus-
tomers choose to renew their maintenance con-
tracts each year. Telelogic typically has an over-

view of revenue from consulting assignments and
training for approximately two to three months
in advance.

Products and technology

Telelogic’s competitive strength and market
position is in large measure related to the com-
pany’s ability to produce innovative products.
Telelogic’s products have a high technical content,
and the company has historically been able to
deliver products which in many cases are consid-
ered to belong to the most advanced within their
respective areas.

Telelogic is actively working with various stan-
dardization organizations to ensure that its prod-
uct always stay at the forefront of development. In
addition, every year Telelogic invites its key cus-
tomers to "leadership councils”, where they have
an opportunity to acquaint themselves with the
new products and express wishes in regards to
future functions. All in all, this gives Telelogic a
good idea of what the market desires and reduces
the risk that products are not updated according
to customer requirements.

Competition

The software market is strongly fragmented with
many players. On the other hand, only a few
companies can offer a comprehensive solution,
which is competitive in comparison to Telelogic’s
total solution. There have been significant merg-
ers among software companies, and Telelogic
estimates that this trend will continue. This can
create companies with product offerings that are
significantly stronger than today, which can
increase competition and thus impair Telelogic’s
negotiating position and profit margin.

Availability of competency

To a great extent, Telelogic’s success depends on
the capability to hire, develop, motivate, and
retain engineers and other qualified personnel in
order to develop new, successful products, main-
tain the existing product selection, and provide
products and services to the customers. In the IT
segment, there continues to be strong competition
for qualified personnel. Telelogic is continuously
developing its salary and benefit policy and is also
taking other measures, but there is a risk — pri-
marily in the US, where the salary and option
benefits are very different compared to Sweden —
that Telelogic will be unsuccessful in attracting
and retaining qualified personnel.
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Integration of acquisitions

A part of Telelogic’s strategy is to make acquisi-
tions. An acquisition is only made after the com-
pany has concluded that the acquisition will have
a number of positive effects. An acquisition in-
volves, however, also increased risk. Examples of
risks are unrealized synergy effects, cutbacks as a
result of overlapping tasks, which create a nega-
tive atmosphere and increase undesired turnover
of personnel, as well as unsuccessful product
integrations that result in planned products fall-
ing short of customer requirements.

Legal risks

Telelogic may become party to lawsuits as a con-
sequence of the normal operation of the company.
Lawsuits may be costly, extended, and disruptive
to the normal operation. In addition, it is difficult
to predict the outcome of a complicated lawsuit.
An unfavorable outcome of a case may have a
significant, negative effect on the business, the
result of the operation, and the financial position.
Currently, the Telelogic group is involved in a few
lawsuits of normal commercial character, none of
which are expected to materially impact earnings.

Financial risks

The financial function of the group is centralized
and is handled by the head office. The guidelines
for the finance function are drawn up by the
Board of Directors and there is continuous re-
porting. The local finance organization reports
directly to the central controllers and financial
function, which ensures good control of the
group’s financial exposure, at the same time as it
provides cost advantages. The group’s financial
policy establishes guidelines and rules for manag-
ing financial risks and the over-arching financial
operation.

Currency risks
Over 90 percent of Telelogic’s sales are in another
currency than Swedish SEK. Therefore, the rev-
enue is to a high degree exposed to changes in
foreign exchange rates. The earnings are, how-
ever, not subjected to the same exposure, as sales
related costs are reported in the same local cur-
rency. The group’s support and development
centers are also geographically dispersed over
many different currency areas. As the group’s
operational activity is placed within the currency
area where the products are sold, the group’s
exposure to currency flows is relatively limited.
Telelogic’s subsidiaries do not have significant
net assets. Nor do the subsidiaries have significant
shareholders’ equity, with the exception of good-
will. The need for working capital is limited as
accounts receivable are balanced relatively well
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with an advance for maintenance fees. Liquid
assets, in excess of the working capital, are nor-
mally returned to the head office. Hedging of
existing liquid assets or forecasted capital surplus
which is to be converted to another currency,
usually SEK, is done in the maximum amount of
MSEK 100 for the entire group. Only currency
futures were used in 2007 as hedging
instruments.

Financing risk

Financing risk refers to the risk that refinancing is
made more difficult. As of December 31, 2007,
Telelogic’s liquid assets amounted to MSEK 645.2
as compared to MSEK 462.0 in 2006, and the
interest bearing liabilities amounted to MSEK
387.5 as compared to MSEK 437.5 in 2006.

Interest risks

As of December 31, 2007, Telelogic’s outstanding
interest bearing liabilities were MSEK 387.5. For
the interest bearing liabilities, a change in interest
rate by 1 percentage unit would impact the net
interest income by MSEK 3.9.

Credit losses

Traditionally, Telelogic has had few problems
with uncollectable accounts receivable, as the
majority of customers are larger, solvent compa-
nies. On the December 31, 2007 balance sheet,
the provision for bad debt was MSEK 21.4.

Current public cash offer from IBM

On June 11, 2007, IBM announced a public cash
offer to the shareholders of Telelogic AB.
Telelogic estimates that a certain time-limited
uncertainty prevails for the duration of the bid for
Telelogic’s customers, employees and sharehold-
ers, as well as a certain negative effect on opera-
tions, until such time as the bid situation is
concluded.

The result of the bid situation and the uncer-
tainty for the future can also result in new risks
for Telelogic’s operations, customers, and employ-
ees. These risks will be regularly addressed in
Telelogic’s interim reports.

It should be noted that all risk factors impacting
the operations of Telelogic cannot be described
here, but a comprehensive assessment should also
contain other information from the annual re-
port, other material on Telelogic, as well as gen-
eral business intelligence.

Development of customer groups as a
share of total sales

%
100 —

il IIIIII
il II..

2001 2002 2003 2004 2005 2006 2007

o
3

M Telecom

B Aerospace and defense

B Finance and banking
Software and systems
Automotive
Other

Telelogic’s revenue and expenses in
each currency

Income, % | Expenses, %
SEK 6 12
EUR 28 17
GBP 14 16
usD 40 38
OTHER 12 17

Despite the fact that more than 90
percent of Telelogic's sales take place
in another currency than Swedish SEK,
the earnings are not significantly
subjected to currency exposure, as the
group’s expenditures to a large partare
geographically tied to the income.
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=» The Telelogic share

Shareholder categories

p

B 13% Private persons in Sweden
B 40% Institutes and funds in Sweden
47% Foreign holders

=> Analysts who monitor Telelogic

The Telelogic share

The Telelogic share was listed March 8, 1999 on the Stockholm Stock Ex-
change O-Llist. The introduction price was, recalculated after splits, SEK 5.00.
The Telelogic share is presently traded on the Nordic Exchange, Mid Cap-list
(TLOG). As of December 31, 2007, a full trading unit was 1000 shares.

Share capital

As of December 31, 2007, the share capital of
Telelogic amounted to SEK 2,476,359, distrib-
uted on 247,635,960 shares. All Telelogic shares
entitle to one vote per share at the Annual Gen-
eral Meeting and all shares have equal right to the
company’s profits and assets.

Options program

No new options were awarded during the year.
Redemption of options corresponding to 530,713
shares was done during the year. Please refer to
Note 20 for a more detailed account of the indi-
vidual programs.

Dilution

Calculated in accordance with IAS 33, Earnings
per share, with consideration given only to op-
tions programs where the share price exceeds the
discounted exercise price, the total dilution
amounts to 0.5 percent. The total number of
shares following full dilution, calculated in accor-
dance with IAS 33, amounts thus to 248,956,736
shares. The outstanding options program can,
however, result in 2.6 percent dilution at a maxi-
mum (calculated as net increase of shares in the
company through options, divided by the total
number of shares and options).

Share price trend and trading
In 2007, the Telelogic share increased by 22.2

percent as compared to the SIX General index,
which declined by 6.97 percent, and the SIXIT
index, which declined by 25.5 percent. The closing
price for the Telelogic share December 31, 2007
was SEK 18.70. This price corresponds to a market
capitalization of MSEK 4,631. The lowest price
paid during the year was SEK 12.50 and the highest
price paid was SEK 21.80. The total trading was
603.2 million shares, which corresponds to a value
of MSEK 11,040. An average of 2,412,779 shares
per day were traded for a value of MSEK 44.2.

Holder structure

Atyear-end, the number of Telelogic shareholders
was 15,923, with JP Morgan as the largest indi-
vidual holder with 8.96 percent of the capital and
the votes. Lannebo Fonder was the second largest
holder with 6.96 percent of the capital and the
votes. Grouped by holder, the ten largest share-
holders held 44.31 percent of the capital and
votes. The share of foreign shareholders amount-
ed to 4.85 percent and represented 47.14 percent
of the capital and votes, with the largest share-
holders in the UK, France, and the US.

Dividend policy

As 0f 1999, Telelogic has a restrictive dividend
policy. For the 2008 Annual General Meeting, the
Board of Directors has proposed that no dividend
be paid and that the profit be carried forward.

-> Share price performance 2005-2007

Number

Companies Analysts
ABG Sundal Collier Karl Berglund
Danske Bank Peter Trigarszky
CAl Cheuvreux Johan Eliason
D. Carnegie Daniel Djurberg -12000
SEB Enskilda Andreas Joelsson v.mggo
Handelsbanken Capital Markets Stefan Ward - 8000
Kaupthing Bank Jonas Elofsson - 4000
Standard & Poor's Mattias Eriksson - 4000
Redeye Greger Johansson - 2000
E. Ohman J:or Fondkommission AB | David Jacobsson
Swedbank Hakan Wranne 2005 2006 2007 O

— T — ———- O

The SIXIT SIXGeneral- Numberoftraded shares,in 1000’s

Telelogic index lincl. After-hours trading)

share
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Outstanding options with right to subscription of shares Telelogics ten largest shareholders

Sub- Number of Holding Votes
Program scription Corresponding | Estimated Name shares (%) (%)
by full share price, Last sub- to number dilution
subscription (%) SEK | scription day of shares effect JP Morgan Chase BK, W9 22188081 8.9¢ 8.96
T0 11 (2004/2008) 17.30 | July 31,2008 1124 811 0.45 Fourth AP fund 17120800 691 691
70 13 (2005/2010) 17.50 | Jan. 31,2010 2442500 0.98 Lannebo Smébolag 12260000 495 495
UBSAGLNDIPBS ted Client 12 242 841 4.94 4.94
T0 14 (2006/2010) 22.10| Oct. 31,2010 918000 0.37 egregated ben
IF Sk forsakri AB 1221 4.9 4.9
T0 15 (2006/2011) 13.20 | Jan.31,2011 2114600 0.85 Skadeforsakrings 0000 3 3
Total 6599 911 2.65 JP Morgan Trust Comp. 6821265 2.75 2.75
BNP Paribas Securities Services,
W8IMY 6600000 2.67 2.67
Svolder Aktiebolag 6000000 2.42 2.42
Lannebo Smébolag Select 4968000 2.01 2.01
MSIL IPB Client Account 4828294 1.95 1.95

Total of outstanding options with subscription rights Largest shareholders, by category

Change Number of Holding Votes
(number of | Total number Name shares (%) (%)
Year | Transaction shares) of shares
JP Morgan Chase BK, W9 22188081 8.96 8.96
1998 | Opening balance - 6000
Lannebo funds 17 228 000 6.96 6.96
1999 | Split 1:1000] 5994000 6000000
Fourth AP fund 17 120 800 6.91 6.91
1999 | New issue (stock exchange listing) 2000000 8000000 :
UBS AG LND IPB Segregated Client | 12242 841 4.94 4.94
2000 | Redemption of options (holder) 120000 8120000 -
IF Skadeforsakrings AB 12210000 4.93 4.93
2000 | Newissues 1450000 9570000
JP Morgan Trust Comp. 6821265 2.75 2.75
2000 | Split 1:10 86130000 95700000 ; " :
BNP Paribas Securities Services,
2000 | New issues 18853 494 114 553 494 W8IMY 6600000 2.67 2.67
2000 | Redemption of options 10811 470 125364964 Svolder Aktiebolag 6000000 2.42 2.42
2001 | New issues 61466850 186 831814 MSIL IPB Client Account 4828294 1.95 1.95
2001 | Redemption of options 2211 244 189 043 058 Caseis Bank / IXIS CIB 4 495500 1.82 1.82
2001 | Conversion of convertibles 363576 189 406 634
2002 | Newissues 7281551 196 688 185 e . .
Distribution of ownership by holding
2002 | Redemption of options 4492217 201180402
2002 | Conversion of convertibles 1656 650 202837052 Number of Number of
2003 | Conversion of convertibles 1596420 204 433 472 shares % | shareholders %
2004 | Redemption of options 1130506 205563978 1-10000 22 689 445 9.16 15128 95.01
2004 | Conversion of convertibles 11652931 217 216 909 10001 - 50000 12 335 749 4.98 577 3.62
2005 | Redemption of options 1745932 218 962 841 50001 - 100000 6050 497 2.44 81 0.51
2005 | Conversion of convertibles 747 130 219709971 100001 - 1000000 36 804 829 14.86 97 0.61
2005 | New issues 23720133 243 430104 1000001 - 5000000 74 312 453 30.01 32 0.20
2006 | Redemption of options 3675143 247105 247 5000001 - 95 442 987 38.55 8 0.05
2007 | Redemption of options 530713 247 635 960 Total 247635960 | 100.00 15923 | 100.00

Distribution between institutions and private individuals

Shareholder categories*

Shareholders (%) Holding (%) Category %

Natural persons 89.40 13.06 Financial companies 21.92
of whom residing in Sweden 88.41 12.81 Other financial companies 492
Legal entities 10.60 86.94 Social insurance funds 8.51
of whom residing in Sweden 6.73 40.05 Government 0.03
Total 100.00 100.00 Municipal sector 0.11
of whom residing in Sweden 95.14 52.86 Interest organizations 0.69
Other legal entities in Sweden 3.25

Non-categorized legal entities 0.62

Foreign-based shareholders 4714

Natural persons in Sweden 12.81

Total 100.00

All tables are based on data from VPC as of December 31, 2007.
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Directors’ report

The Board of Directors and the Chief Executive Officer of Telelogic AB
(publ.], 556049-9690, hereby submit the annual report for the financial
year 2007.

Description of operations

Telelogic is a global provider of software for optimizing, aligning, and
automating its customers’ processes. Telelogic's customers are mainly
larger companies that are leaders in a number of industries, where the
five largest customer categories are aerospace and defense, telecom,
automotive industry, finance and banking sector, and software and
systems suppliers.

The three product groups for requirements management, change and
configuration management, as well as modeling make Telelogic one of
the few companies in the world able to offer products covering the entire
life cycle for developing software and systems.

The group has companies in 20 countries and was listed in March 1999
on the O-list at the Stockholm Stock Exchange. Today, Telelogic is being
traded at the Nordic Stock Exchange (Mid Cap list).

Sales

Telelogic’s sales increased to MSEK 1,717.3 as compared to MSEK 1,524.9 in
2006, which corresponds to a growth of 17 percentin local currency and 13
percentin Swedish SEK. License salesincreased to MSEK 763.9 as
compared to MSEK 653.2 for 2006, which corresponds to a growth of 22
percentin local currency and 17 percent in Swedish SEK. License sales
amounted to 44 percent of total sales. Maintenance revenues have for a
long time shown a stable and positive trend, which is explained by the fact
that the customer base for maintenance contracts grows for every new
license deal. Maintenance revenue increased to MSEK 665.3 as compared
to MSEK 600.0 for 2006, which corresponds to anincrease of 16 percentin
local currency and 11 percent in Swedish SEK. The sales of consulting and
training services increased to MSEK 288.1 as compared to MSEK 271.7 for
2006, which is a growth of 10 percentin local currency and 6 percentin
Swedish SEK.

Results
The operating margin was 18.0 percent as compared to 14.1 percentin
2006. The fixed costs as a percentage of sales have dropped from 67.0
percentin 2006 to 63.6 percentin 2007. Operating profit was encumbered
by MSEK 11.5 for costs related to the present acquisition bid by IBM.
Pre-tax profitimproved by 48 percent from MSEK 209.4 in 2006 to
MSEK 309.9 for 2007 and profit after taxes improved by 45 percent from
MSEK 159.9 in 2006 to MSEK 232.4 for 2007.
Earnings per share increased by 45 percent to SEK 0.94 as compared to
SEK0.65 for 2006.

Market divisions

Telelogic is divided into three main market divisions; EMEA, America, and
Asia/Pacific. Allmarket divisions experienced strong growth during the
year.

The market division EMEA (operations in Europe, the Middle East, and
Africa) experienced the highest growth for the year. The market
conditions vary among the countries, but overall the market is consid-
ered good. The sales for EMEA increased to MSEK 851.5 from MSEK 695.3
in 2006, which corresponds to a growth rate of 23 percentin local
currency and 22 percent in Swedish SEK. EMEA's share of Telelogic's
total sales was 49 percent. Operating profitimproved by 48 percent to
MSEK 387.9 from MSEK 261.3in 2006. The contribution margin was very
high due to the strong sales development and good cost control. The
contribution margin increased from 38 percentin 2006 to 46 percent,
whichisarecord high level.

The market division Americas (operations in North, Central and South
America) generated sales of MSEK 647.2 compared with MSEK 636.8 in
2006, which corresponds to a growth of 10 percentin local currency and
2 percentin SEK. Americas’ share of Telelogic’s total sales was
38 percent. The somewhat weaker market conditions in the USA, as
compared with Europe, in combination with Telelogic’s large exposure to
the aerospace and defense industries have affected growth. Operating
profitimproved from MSEK 238.6in 2006 to MSEK 262.0. Despite a
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somewhat weaker income development the contribution margin was good,
which shows that the market division has a solid business model and good
cost control. The contribution margin amounted to 40 percent compared to
37 percentin 2006.

The market division Asia/Pacific (operations in Asia and Australia)
increased sales to MSEK 218.6 from MSEK 192.8in 2006, which
corresponds to a growth of 18 percentin local currency and 13 percentin
SEK. Asia/Pacific’s share of Telelogic’s total sales was 13 percent. All
subsidiaries in the market division have improved their market positions
during the year. The Japanese operation developed, however, more
slowly than other markets, but the negative trend was turned somewhat
in the fourth quarter of 2007. The overall market conditions in Asia/
Pacific are considered to remain positive. Operating profit improved from
MSEK 66.5in 2006 to MSEK 73.8. Operating profit has been affected by
costs for continued investments in the market division. The contribution
margin amounted to 34 percent as compared to 34 percentin 2006.

Financial condition

Cash and cash equivalents increased from MSEK 462.0 as of December
31,2006 to MSEK 645.2 as of December 31, 2007. The change is due toa
positive cash flow of MSEK 286.4 from currrent operations, a payment of
the additional purchase price for the I-Logix acquisition (which was
completed in 2006) of MSEK 4.9, amortization of loans in the amount of
MSEK50.0, other investments for MSEK 51.3, warrant redemptions for
MSEK 3.1, and a negative exchange rate difference in cash and cash
equivalents of MSEK 0.1. In addition to cash and cash equivalents
amounting to MSEK 645.2, there are unused overdraft facilities of MSEK
540.8. Interest-bearing liabilities amounted to MSEK 387.5.

Personnel

Atyear-end, the number of employees amounted to 1,237, an increase by
99 people from the beginning of the year. At year-end 2007, the
distribution of employees was 41 percentin EMEA, 28 percentin
Americas, and 31 percent in Asia/Pacific. Of Telelogic's personnel, 38
percentwork in the sales and marketing function, 24 percent work in the
supportand services function, 28 percent work in research and
development, and 10 percent work in the administrative function.

The education level at Telelogic is high and the majority of employees
have a university degree. All Telelogic employees are given an opportu-
nity to further their education. Individual educational programs are
formulated by the employee in cooperation with his/her manager. In
addition, please refer to Note 20 for benefits of key executives.

Guidelines for key executives

Telelogic shall offer total compensation based on market rates, which
enables recruiting of qualified employees to managerial positions and
retaining them. The compensation to employees in key executive
positions shall consist of a fixed salary, a variable salary, employee
optionsin accordance with the group’s global options program, pension,
as well as other potential benefits. Telelogic's Board of Directors will
propose to the Annual General Meeting that the same guidelines shall
apply in 2008. Certain key executives are entitled to severance
compensation, amounting to up to twelve months of salary, aftera
change in ownership. Please refer to Note 20 for more information.

Large business deals per customer category
In 2007, Telelogic concluded 31 larger deals. Telelogic defines larger
deals to be those in excess of USD 500,000.

Aerospace and defense industry
Thirteen of the larger deals were concluded within the aerospace and
defense industry. Of these, six orders were valued at more than MSEK 20.
Telelogic’s largest contract ever was signed with Thales, a technology
company focusing on solutions for the aerospace/defense and security
industries. The contractis for four years and is valued at MSEK 91. The
contract includes the requirements management product Telelogic
DOORS, as well as the modeling products Telelogic System Architect and
Telelogic Rhapsody.

A US aerospace and defense company signed a five-year contract
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valued at MSEK 48 for the modeling product Rhapsody. A global
manufacturer within the aerospace and defense industry concluded a
contractvalued at MSEK 32 for 3.5 years. The contractincludes the
requirements management product DOORS, as well as the change
management product Telelogic Change. A government customer within
EMEA signed a three-year contract valued at MSEK 49, including all
product groups. An aerospace and defense company signed a five-year
pan-European contract valued at MSEK 23.5. The contract includes the
requirements product DOORS and Telelogic Tau and Rhapsody. An
aerospace and defense company in Asia/Pacific invested MSEK 20 in a
five-year contract, including all of Telelogic’s products.

Telecom industry
Seven major deals of which three were valued at more than MSEK 20
were concluded within the telecom industry.

Aglobal telecom supplier signed a contract valued at MSEK 34. The
contractincludes the requirements analysis product Telelogic Focal
Point, the requirements management product DOORS, the configuration
management product Telelogic Synergy, as well as the two modeling
products Tau and Rhapsody.

A manufacturer of telecom equipment signed a three-year contract
valued at MSEK 33, with an option to extend the contract for an additional
27 months for a value of MSEK 30. The contract is Telelogic’s single
largest order for the change management product Change. A global
telecom company placed an order valued at MSEK 28, which includes the
requirements analysis product Focal Point, the requirements manage-
ment product DOORS, and the two modeling products Tau and Rhapsody.

Finance and banking sector

Five of the larger deals were signed within the finance and banking
sector. The largest of these deals was a contract valued at MSEK 9.8,
which was concluded with a financial services company in the US. The
contractincludes the requirements management product DOORS, the
change management product Change, as well as the modeling product
System Architect.

Automotive industry

One of the larger deals was concluded within the automotive industry and
included a global car manufacturer who signed a contract valued at
MSEK 4, which includes licenses for the requirements management
product DOORS.

Other

Five of the larger deals were concluded within the category Other. The
largest of these deals was a contract signed with Comply Serve Ltd, a
European distributor of web-based solutions, used to ensure that
projects and products follow established requirements and guidelines.
This is a five-year contract, valued at MSEK 12.7 and includes licenses for
the requirements product DOORS.

Research and development

Telelogic's strategy is toinvestin research and development. Telelogic
continues to invest in products intended for larger companies, which
develop advanced products in distributed environments. Itis in these
types of environments that users can gain the most from the functional-
ity of the products. The goalis to increase the leading position that
Telelogic's tools have. During the year, the costs for product development
amounted to MSEK 266.3 as compared to MSEK 230.6 in 2006. This
equals 15.5 percent of sales for 2007 and 15.1 percent of sales for 2006.

Productimprovements

In 2007, Telelogic continued to work on improved versions of all product
groups, and updated versions of all products were released during the
year. Below is a list of a number of new products released in 2007. For
additional information about new products and product improvements,
please refer to the respective product group chapter in this annual
report, as well as Telelogic’s web page and technology press releases.

System Architect, Telelogic's modeling product for business
processes, has improved its support of analysis of organizational
structures, and has beenreleased in aversion supporting Japanese
characters.

Telelogic DOORS Fastrak, a simplified version of Telelogic’s require-
ments management product, was launched. It is intented for use by
customers looking for a fast, flexible, small-scale Requirement
Management solution.

New integrated product versions of System Architect and Tau improve
team collaboration and empower organizations to understand and
formulate their business goals.

Updated version of Focal Point with integration to Microsoft® Project®.
This enables organizations to optimize their product requirements
management processes.

Telelogic has launched a simplified modeling product. This introduc-
tory license is offered free of charge in order to spread the use of
Telelogic's products to new customer groups.

- Other new productsinclude integration with OSEK, a standard within
the automotive industry, improved versions of the modeling products
Rhapsody and SDL Suite, as well as improved support for SOA, a
concept for easy integration of various products.

Recognitions
Telelogic has won several honors during the year for all product groups.

Butler Group has identified Telelogic’s integrated solutions in its
technical report, Technology Audit, as being industry-leading products.
The reportdescribes DOORS as being a long-term market leader, and the
value of Telelogic’s complete requirements management solution is
praised.

The Butler Group report praised Synergy 6.5 and Change 4.7 for their
user friendliness. The products were also praised for their capability to
drive the change processes of an entire organization. Focal Point,
Telelogic's solution for requirements analyses and management of
product portfolios is receiving praise for its capability to visualize
requirements, which makes it easier to make the right decision. The
reportalso mentions System Architect as a modeling solution, which is
important for the successful completion of Enterprise Architecture
initiatives, i.e. the over-arching company system architecture and
solutions for managing company processes. In the report, Butler Group
describes Telelogic as being a pioneer within the area of modeling
solutions, and the products Tau and Rhapsody, Telelogic’s solutions for
model-driven development, are praised for theirimportance in different
development processes.

Telelogic has also during 2007 received recognition by Gartner Inc.
Gartner placed Telelogic in the “Leaders Quadrant” in its report "Magic
Quadrant for Business Process Analysis Tools, 2Q07-1H08"".

The independent French analysis company Yphise has for the fourth
consecutive year elected Synergy the best solution for managing
software development. Of five evaluated products, Synergy received the
highest mark. It also received special mention for its capability to
optimize the business capacity through time and cost savings.

For additional information about different product honors, please refer
to the respective product group chapterin this annual report, as well as
to Telelogic's web page and technology press releases.

1) The Gartner Magic Quadrant for Business Process Analysis Tools 2Q07-1H08 by Michael J. Blechar is copyrighted 8 June 2007 by Gartner, Inc. and is reused with permission.
The Magic Quadrant is a graphical representation of a marketplace at and for a specific time period. It depicts Gartner’s analysis of how certain vendors measure against
criteria for that marketplace, as defined by Gartner. Gartner does not endorse any vendor, product or service depicted in the Magic Quadrant, and does not advise technology
users to select only those vendors placed in the “Leaders” quadrant. The Magic Quadrant is intended solely as a research tool, and is not meant to be a specific guide to action.
Gartner disclaims all warranties, express or implied, with respect to this research, including any warranties of merchantability or fitness for a particular purpose.
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Risk analysis
Telelogic's global operations, with companies in 20 countries and a large
number of customers in a broad mix of differentindustries, provide a
good risk distribution. In 2007, the ten largest customers represented 29
percent of sales, and none of these customers individually generated
over 5 percent of sales. In 2007, Telelogic’s license and maintenance
income represented 83 percent of total sales as compared to 82 percent
in 2006. The remaining 17 percent, respectively 18 percent for 2006,
constitute consulting services and other income. The gross margin for
license and maintenance income is significantly higher than for services.
The main uncertainty in the short term is the current tender offer,
which has resulted in increased uncertainty for both customers and
employees. Telelogic estimates that it will have a negative effect on the
operations until the tender offer situation is resolved. Uncertainties in
the general market conditions, mainly in the US, also constitute a risk in
the short term.

The company’s long-term strategy

In early 2005, Telelogic launched a five-year vision named 5X5Y - five
times in five years (five-fold in five years). 5X5Y was formulated against
the background of Telelogic’s strong market position in combination with
the analysis that a larger sales volume increases the opportunities for
high and sustainable profitability.

The consolidation of the market in the past few years has resulted ina
strengthening of competitors’ offerings. The software business is one of
the world’s most fragmented businesses, with many small, but
frequently global players. Combining an innovative product development
and global presence with a high profitability is a challenge for a smaller
company. The software business is one of the businesses where
economies of scale can have the greatest effect on the bottom line, as
software companies have high fixed costs for developing new software,
regardless of whether one or one thousand licenses of the program are
sold. In addition, the demand by the larger customers for a global
presence entails high fixed costs for a sales organization spread all over
the world. In other words, size is important.

5X5Y was formulated with the idea of growing with a combination of
organic and acquired growth in order to achieve the economies of scale
that Telelogic considers that it will need in order to be successful in the
long term. Telelogic has continued growing on its own in this period,
while at the same time numerous acquisitions have been successfully
completed. This development has not been easy. Itis a challenge for a
company the size of Telelogic to find suitable acquisitions that not only
are priced correctly, but also have products that complement the current
portfolio of products well.

In 2007, it became evident that other companies also shared Telelogic's
conviction that consolidation and economies of scale are necessary
ingredients of the growth strategy. In June 2007, IBM made a public offer
for Telelogic, based on the same analysis and vision for the future as
Telelogic’s - that customers increasingly are demanding fewer suppliers
with a broader product selection and that this requires economies of
scalein order to profitably respond to this development. At the time of
writing, IBM’s offer has still not been resolved.

Outlook for 2008
The underlying market demand is considered to continue to be good, with
similar quarterly fluctuations as in previous years.

Forthe fullyear 2008, Telelogic estimates that revenue will increase by
7-12 percentin local currency and that earnings per share will increase
somewhat more. The goalis thus for earnings to exceed SEK 1 per share.
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Shares

Telelogic AB has 247,635,960 shares, each with one vote. As of December
31,2007, Telelogic had 15,923 shareholders, the largest shareholder with
a 8.96 percent share. The ten largest shareholders in Telelogic had a
combined holding of 44.31 percent.

Regarding the public offer from IBM for all shares in Telelogic, please
refer to next section.

Public offer to the shareholders in Telelogic

OnJune 11,2007, IBM announced a public cash offer to the shareholders
of Telelogic AB. A cash payment of SEK 21 is offered for each share in
Telelogic. Telelogic's Board of Directors has recommended the offer. The
acceptance period for Telelogic’'s shareholders expires March 19, 2008.
Since the announcement of IBM’s offer, the acceptance period for
Telelogic shareholders has been extended four times due to the EU
review process with regard to competition law. If IBM’s offer is accepted
by Telelogic's shareholders, the employee option package will be
redeemed in cash in connection with the accounting of liquid assets. For
additional information, please refer to the documentation from IBM, as
well as the press release published on Telelogic's web page.

The Parent Company

The Parent Company includes the Group’s management functions, the
sales to afew larger customers, the product development for Telelogic
Tau and parts of product development for Telelogic’'s DOORS. All product
developmentis reported on a current basis in the Parent Company but
capitalized in the Group, in accordance with IAS38. Total revenue
amounted to MSEK 267.4 as compared to MSEK 192.3 for 2006. Profit
after taxes amounted to MSEK 90.6 as compared to MSEK 187.9 for 2006.

Changed accounting principles

As of 2005, Telelogic applies the International Financial Reporting
Standards (IFRS) adopted by the EU, as well as the interpretations of the
applicable standards (IFRIC) adopted by the EU. No changes to the
accounting principles have been made in 2007.

Allocation of profits
The Annual General Meeting has at its disposal the following available
assets and other unrestricted funds in the Parent Company:

TSEK

Retained earnings, including the fair value reserve 241765
Profit/loss for the year 90578
Total 332343

The Board of Directors proposes carry forward of available assets. With
regard to the Group and Parent Company earnings and position in
general, please refer below to the income statement and balance sheet
and cash flow analyses, and applicable accounting principles and notes.

Information about the Board of Directors can be found on pages 69-73.
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MSEK

Licensing revenue
Maintenance revenue
Consulting revenue

Total revenue

License expenses
Maintenance expenses
Consulting expenses

Gross profit

Sales expenses

Administration expenses
Product development expenses
Other operating expenses

Operating profit

Financial income
Financial expenses

Profit before taxes

Taxes

Profit after taxes

attributable to shareholders of the Parent Company

Earnings per share, SEK
- basic

- diluted

Number of shares, in millions
- onaverage

- diluted, average

Note

763.9
665.3
288.1
2 1717.3

-33.0
-57.3
-224.9
14021

-673.9

-125.3

-266.3

4 -26.7
2,5,6,7,25 309.9

8 23.7
8 -23.7

309.9

9 -77.5
232.4

232.4

0.94
0.94

247.2
248.5

2006

653.2
600.0
271.7
1524.9

-22.5
-52.9
-213.4
12361

-643.8
-113.6
-230.6
-33.0
215.1

12.5

-18.2

209.4

-49.5
159.9

159.9

0.65
0.65

246.2
247.2
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MSEK

Licensing revenue
Maintenance revenues
Royalties

Consulting revenue

Total revenue

License and maintenance expenses
Consulting expenses

Gross profit

Sales expenses

Administration expenses
Product development expenses
Other operating expenses

Operating profit

Income from shares in group companies

Financial income
Financial expenses

Profit before taxes

Taxes

Profit after taxes

42

Note

32
31,33,34,45

35

35
35

36

76.4
27.8
65.0
98.2
267.4

-6.7
-11.6
2491

-11.6
-58.4
-55.6

-11.5
112.0

-10.4

53.3
-31.9
123.0

-32.4
90.6

2006

27.6
24.2
70.7
69.8
192.3

-0.3
-7.1
184.9

-7.9
-54.0
-61.7

61.3

119.6

40.7
-31.2
190.4

E285
187.9
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December 31, MSEK Note 2006

ASSETS

Noncurrent assets

Goodwill 10 905.4 947.1
Capitalized development expenses 10 154.8 156.1
Otherintangible assets 10 76.1 93.7
Property, plant and equipment 1" 30.1 37.8
Financial fixed assets 12 16.6 15.6
Deferred tax assets 9 129.8 188.1
Total noncurrent assets 1312.8 1438.4
Current assets

Accounts receivables 13 456.0 398.7
Current tax assets 12.0 4.5
Other receivables 12 6.8 6.5
Prepayments and accrued income 14 211.4 145.4
Cash and cash equivalents 15 645.2 462.0
Total current assets 1331.4 10171
TOTAL ASSETS 2644.2 2455.5

EQUITY AND LIABILITIES
Shareholders’ equity

Capital stock 2.5 2.9
Other paid-up capital 3198.0 3194.9
Reserves -142.7 -90.3
Retained earnings -1675.4 -1840.2
Net income for the year 232.4 159.9
Total shareholders’ equity 16 1614.8 1426.8

Noncurrent liabilities

Interest-bearing noncurrent liabilities 18 337.5 387.5
Other noncurrent liabilities 22 3.0 2.8
Total noncurrent liabilities 340.5 390.3

Current liabilities

Accounts payable 35.0 28.8
Current tax liability 17.6 9.7
Interest-bearing current liabilities 18 50.0 50.0
Other current liabilities 22 44.5 54.1
Accruals expenses and deferred income 23 540.3 491.7
Provisions 21 1.5 4.1
Total current liabilities 688.9 638.4
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 2644.2 2455.5
Pledged assets 26 46.4 46.6
Contingent liabilities 26 11.0 6.8
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December 31, MSEK

ASSETS

Noncurrent assets

Other intangible fixed assets
Property, plant and equipment
Participations in group companies
Financial fixed assets

Deferred tax assets

Total noncurrent assets

Current assets

Accounts receivables

Receivables from group companies
Other receivables

Prepayments and accrued income
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EQUITY AND LIABILITIES
Shareholders’ equity
Capital stock

Statutory reserve

Fair value reserve
Retained earnings

Net income for the year

Total shareholders’ equity

Noncurrent liabilities
Interest-bearing noncurrent liabilities

Total noncurrent liabilities

Current liabilities

Accounts payable

Liabilities to group companies
Interest-bearing current liabilities
Other current liabilities

Accruals and deferred income
Provisions

Total current liabilities

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES

Pledged assets

Contingent liabilities
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Note

37
38
28, 48
39, 47
36

47
39
40

41

47
41
43
L4
42

46
46

9.5

2.5
644.9
519.3
60.7
1236.9

34.8
182.1
0.3
69.3
465.8
752.3
1989.2

2.5
795.1
-66.1
307.9

90.6
1130.0

88725
337.5

7.8
422.8
50.0
0.3
40.8
0.0
521.7
1989.2

45.0
62.9

2006

11.5

3.1
624.0
550.3
83.7
1272.6

13.3
206.3
0.7
41.0
274.2
535.5
1808.1

2.5
792.0
-43.8
115.1
187.9
1053.7

387.5
387.5

6.8
291.2
50.0
2.4
16.4
0.1
366.9
1808.1

45.0
64.3
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MSEK

Opening balance as of January 1

Translation difference
Net income for the year

Total changes in net assets, excl. transactions
with the company’s shareholders.

New issue, stock options exercised by
employees

Stock options program

Closing balance December 31

MSEK

Opening balance January 1

Allocation as resolved by
Annual General Meeting

Hedging of currency risk in foreign operations

Tax on hedging of currency risk in foreign
operations

Net income for the year

Total changes in net assets, excl. transactions
with the company’s shareholders.

New issue, stock options exercised by
employees

Stock options program

Closing balance December 31

TELELOGIC 2007

Capital stock

2006
2.5 2.5
0.0 0.0
2.5 2.5

Other paid-up

capital

3194.9

3.1

3198.0

Restricted equity

Capital stock

2006
2.5 2.5
0.0 0.0
2.5 2.5

Statutory
reserve

792.0

3.1

795.1

2006

761.0

31.0

792.0

Total shareholders’

Translation
reserve Retained earnings
2006 2006 2006
3163.9 -90.3 40.4 | -1680.3 -1847.0
-52.4 -130.7
232.4 159.9
-52.4 -130.7 232.4 159.9
31.0
4.9 6.8
3194.9 -142.7 -90.3 | -1443.0 -1680.3
Non-restricted equity
Retained Fair value Net income for
earnings reserve the year
2006 2006 2006
115.1 34.8 -43.8 0.0 187.9 73.5
187.9 73.5 -187.9 -73.5
-31.0 -60.8
8.7 17.0
90.6 187.9
187.9 73.5 -22.3 -43.8 -97.3 114.4
4.9 6.8
307.9 115.1 -66.1 -43.8 90.6 187.9

equity
2006

1426.8 1359.8

-52.4 -130.7
232.4 159.9
180.0 29.2
3.1 31.0
4.9 6.8

1614.8 1426.8

Total’ equity
2006

1053.7 871.8

-31.0 -60.8
8.7 17.0
90.6 187.9
68.3 1441
3.1 31.0
4.9 6.8

1130.0 1053.7
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MSEK Note

Current operations 29
Profit before taxes

Adjustment for items not included in the cash flow

Taxes paid

Cash flow from current operations before change in
working capital

Cash flow from changes in working capital
Change in operating receivables
Change in operating liabilities

Cash flow from current operations

Investing activities

Gross investments in property, plant and equipment
Sale of property, plant and equipment

Gross investments in intangible fixed assets
Acquisitions of subsidiaries

Cash flow from investing activities

Financing activities
New issue

Loans raised
Amortization of loans

Cash flow from financing activities

Cash flow for the year
Cash and cash equivalents, January 1
Exchange rate differences in cash and cash equivalents

Cash and cash equivalents, December 31

46

309.9
76.6
-16.6

369.9

-131.7
48.2
286.4

-16.5
0.0
-34.8
-4.9
-56.2

3.1

-50.0
-46.9

183.3
462.0

-0.1
645.2

2006

209.4
83.6
-19.0

274.0

36.3
-21.4
288.9

-19.5
0.1
-49.0
-659.4
-727.8

31.0
500.0
-62.5
468.5

29.6
447.3
-14.9
462.0
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MSEK

Current operations

Profit before taxes

Adjustment for items not included in cash flow
Taxes paid

Cash flow from current operations before change in
working capital

Cash flow from changes in working capital
Change in operating receivables
Change in operating liabilities

Cash flow from current operations

Investment activities

Gross investments in property, plant and equipment
Gross investments in intangible fixed assets
Acquisition of subsidiaries

Divestments of subsidiaries

Infusion of capital, subsidiaries

Financial loan to subsidiaries

Cash flow from investment activities

Financing activity
New issue

Loans raised
Amortization of loans

Cash flow from financing activities

Cash flow for the year
Cash and cash equivalents, January 1

Cash and cash equivalents, December 31

Note
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123.0
20.3
-0.8

142.5

-24.9
154.6
272.2

-1.7

-0.7

-31.3

-33.7

3Ll

-50.0
-46.9

191.6
274.2
465.8

2006

190.4
68.0
-2.5

255.9

236.6
=733
319.2

-2.4
-10.9
-0.3
7.2
-187.7
-611.1
-805.2

31.0
500.0
-62.5
468.5

-17.5

291.7
274.2
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Note 1 Principles of accounting

Basis of preparation

The Telelogic Group’s consolidated accounts have been prepared in
accordance with the International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board (IASB) and the
interpretations of the International Financial Reporting Interpretations
Committee (IFRIC), as approved by the EU Commission for application
within the EU. In addition, the Swedish Financial Accounting Standards
Council’'s recommendation RR 30:06, Supplementary Accounting
Regulations for Groups, has been applied. This is the third financial report
prepared according to IFRS. The years 2003 and earlier are not restated in
the Group’s financial multi-year review.

The parent company applies the same accounting principles as those
appliedin the consolidated financial statements, except as noted in the
section “Parent Company’s accounting principles. The deviations are due to
some limitations in the application of the IFRS to the Parent Company
primarily caused by the Annual Accounts Act. Items included in the financial
statements of each of the Group's entities are posted using the functional
currency of the entity, that is the currency of the primary economic
environment in which the entity operates.

Changed accounting principles

No new accounting principles have affected the accounts during 2007, nor
have any new standards been applied early. As of January 1, 2007, IFRS 7,
Financialinstruments, is applied. This standard has not resulted in any
change of accounting principle, but only in changes in disclosure
requirements with regard to financial instruments.

Important estimates and assessments for accounting purposes

The management makes judgments, estimates, and assumptions that
affect the application of the accounting principles and the reported
amounts of assets, liabilities, income, and expenses. The estimates and
assumptions are based on historical experience and a number of other
factors that are considered to be reasonable under current conditions. The
result of these estimates and assumptions is then used to determine the
carrying value of assets and liabilities otherwise not clearly indicated by
other sources. The actual result may differ from these estimates if other
assumptions are made or other conditions develop. Areas that include such
judgments and assumptions and which may have a significant effect on the
Group’s financial position are:

measurement of identifiable assets and liabilities in connection with the
acquisition of subsidiaries and operations.

measurement of deferred tax assets.

measurement of capitalized product development costs.

Consolidated accounts
The Group includes the Parent Company and allits subsidiaries. Subsidiar-
ies are companies in which the Parent Company directly or indirectly owns
more than 50 percent of the votes or in other ways is entitled to formulate
financial and operating strategies for the Company. The accounting of
subsidiaries is done in accordance with the purchase method. The
acquisition cost of an acquisition consists of the fair value of the acquired
identifiable assets and resulting or assumed liabilities, contingent liabilities,
and issued equity instruments transferred as of the acquisition date, as well
as the transaction expenses directly attributable to the acquisition. If the
cost exceeds the fair value of the acquired identifiable assets and assumed
liabilities and contingent liabilities, the difference is recognized as goodwill.
If the cost s less than the fair value of the acquired net assets and contingent
liabilities, the difference is recognized directly in the income statement.
Results from companies acquired during the financial year are included in
the consolidated financial statements from the date on which the Telelogic
Group acquires a controlling influence over the Company. The Telelogic
Group owns no shares in associated companies.

Intra-group receivables and liabilities, income and expenses, and gains
or losses arising from intra-group transactions are eliminated in their
entirety when preparing the consolidated accounts.

Translation of foreign subsidiaries
Assets and liabilities of foreign operations are translated from the
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Company'’s functional currency into the Group’s reporting currency,
Swedish krona, at the exchange rate in effect on the balance sheet date.
Income and expenses of foreign operations are translated into Swedish
krona at an average rate that is an approximation of the exchange rates at
the respective transaction dates. Goodwill and fair value adjustments
arising on the acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the rate in effect on the
closing day. Translation differences that arise in connection with
translation of a foreign net investment and accompanying effects of
hedging of net investments are recognized directly in the translation
reserve in shareholders’ equity. Accumulated translation differences from
foreign operations that arise after January 1, 2004, the time of transition to
IFRS, are recognized as translation reserve in shareholders’ equity.

Foreign currency

Foreign currency transactions are translated into an entity’s functional
currency at the exchange rate prevailing on the transaction date. Monetary
assets and liabilities in foreign currency are translated to the functional
currency at the exchange rate prevailing on the balance sheet date.
Exchange rate differences that arise from translations are recognized in
the income statement. The Parent Company has loans in foreign currency
to certain subsidiaries where the loans represent a permanent element of
the Parent Company’s financing of the subsidiary. Exchange rate
differences on these loans are recognized directly in shareholders’ equity
after tax. Non-monetary assets and liabilities reported at their historical
acquisition values are translated at the exchange rate prevailing on the date
of the transaction.

Segment reporting

Asegmentis acomponent of the Group that is identifiable for accounting
purposes, which either supplies products or services (business segments),
or goods or services, within a particular economic environment (geographi-
cal area) that is subject to risks and returns that are different from those of
other segments. Segments are consolidated according to the same
principles as the Group in its entirety.

REVENUE

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods and services net of value added tax,
discounts and after eliminated sales within the Group.

Licensing revenue

Telelogic’s software licensing revenues consist primarily of packaged
software without customer modification. Software is sold either with
perpetual licenses or time-limited licenses. Licensing revenues are
reported upon delivery and when a signed purchase order or contract has
been obtained, which is the point in time when risks and benefits are
transferred to the customer. If the customer obtains an extended payment
term, the customer’s ability to pay is assessed and the remuneration recog-
nized as income is discounted to its present value. If there is uncertainty as
to the ability to pay, eitherin the short or long term, licensing revenue is
instead recognized upon payment.

Software maintenance

Maintenance contracts include technical support of software and the right
to upgrade to new versions. Maintenance is normally invoiced once ayearin
advance. Income is normally recognized on a current basis over the term of
the contract; for example, for a twelve-month contract, a portion equal to
1/12is applied each month.

Consulting services

In conjunction with software orders, customers usually also order services
for training and implementation support. The services are recognized as
income when delivery is made. Service assignments in progress for a fixed
fee are recognized as income according to the percentage of completion.
The percentage of completion is determined by the relationship between
expenses incurred on the balance sheet date and estimated total expenses.
Provisions are recorded for any loss risks for the assignment. Income not
yetinvoiced is carried as accrued income.
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OPERATING EXPENSES AND FINANCIAL INCOME AND EXPENSES
Licensing and maintenance expenses

Refers to external licensing expenses, expenses for delivery, e.g. license
keys, manuals, personnel, as well as expenses for the support depart-
ments within the Telelogic Group.

Consulting expenses

Refers to direct expenses for training material, training personnel, external
and internal consulting personnel, travel, as well as a portion of fixed
expenses, e.g. for premises, depreciation of computers, etc.

Selling expenses

Relate to costs for marketing and sales, carried out mainly by Telelogic’s
own staff. Pertain also to external marketing expenses, e.g. direct advertis-
ing, advertising, and external conferences.

Administrative expenses
Administrative expenses include expensesincurred by the financial, IT, and
human resources functions, as well as the CEO and the Board of Directors.

Research and development expenses

Research and development expenses refer to expenses for the Group’s
development centers. Expenses for developing new software are
recognized as intangible assets (for more information, please see
capitalized development costs). Amortization of capitalized development
costs is carried under research and development expenses.

Other operating expenses

The item includes amortization of intangible fixed assets and expenses
related to the current tender offer from IBM, as it has not been possible to
distribute these items by function in a fair and reliable way.

Exchange rate gains and losses
Exchange rate gains and losses are carried under operating income.

Costs pertaining to operating leases
Costs pertaining to operating leases are carried in the income statement on
a straight-line basis over the term of the lease.

Financing income and expenses

Financingincome and expenses consist of interest income on bank
balances, receivables, marketable securities, interest expenses on loans,
dividends, exchange rate differences, unrealized and realized gains on
financialinvestments, as well as derivatives used in the financial operations.

Interest income and interest expense are recognized on a time-
proportion basis.

Issue expenses and similar direct transaction costs to raise a loan are
included in the cost of the loan and are recognized over the duration of the
loan. Dividend income is recognized when the right to receive payment is
determined.

Taxes

Income taxes consist of current tax and deferred tax. Income taxes are
recognized in the income statement, except when the underlying
transaction is recognized directly against equity, in which case the
accompanying tax effect is recognized in equity. Current tax is tax paid or
received for the year in question. Adjustment of current tax attributable to
previous periods is also reported here.

Deferred tax is calculated according to the balance sheet method based
on temporary differences between the carrying amounts of assets and
liabilities and their values for tax purposes. Temporary differences
attributable to shares in subsidiaries are not taken into account because
the Group can govern the time when they are reversed and it is probable
that these will not be reversed in the foreseeable future. Valuation of
deferred taxis based on how the carrying amounts of assets or liabilities is
expected to be realized or settled. Deferred tax is calculated by applying the
tax rates and tax rules that have been set or announced as of the balance
sheet date. Deferred tax assets are reported only insofar as they are likely
to entail lower tax payments in the future.
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FINANCIAL INSTRUMENTS

Financial instruments carried in the balance sheet include on the asset side
cash and cash equivalents, accounts receivable, equity instruments, loan
receivables, and derivatives. Liabilities and equity include accounts payable,
issued debt and equity instruments, loan liabilities, and derivatives.

Financialinstruments are reported initially at the cost corresponding to
the instrument’s fair value, with the addition of transaction expenses. This
applies to all financial instruments, except to those belonging to the
category financial assets designated at fair value through profit or loss.
These assets are reported at fair value excluding transaction expenses.
Recognition then takes place according to how they have been classified.
The classification depends on the purpose for which the financial
instruments were acquired. The classification of instruments is determined
by management when first reported and is reassessed at each reporting
occasion.

Afinancial asset or liability is entered in the balance sheet when the
company becomes a party to the contractual conditions of the instrument. A
financial asset is removed from the balance sheet when the rights in the
agreement have been realized, fall due, or the company loses control of
them. A financial liability is removed from the balance sheet when the
obligation in the agreement is fulfilled or otherwise ceases.

Financial assets and liabilities are set off and reported as a netamountin
the balance sheet only when there is a legal right to set off the amounts and
there is intent to settle the items with a net amount or at the same time
realize the asset and settle the debt.

Financial assets carried at fair value through profit or loss

This category includes financial assets and liabilities held for trade, and
partly such assets which initially were referred to this category. A financial
asset is classified as held for trade if it is acquired for the purpose of selling
inthe near term. Independent as well as embedded derivatives are
classified as held for trading. Assets in this category are regularly
measured at fair value and changes in fair value are recognized in the
income statement.

Loanreceivables and accounts receivable

Loanreceivables and accounts receivable are financial assets that are not
derivatives with fixed payments or with determinable payments that are not
quoted on an active market. Receivables are reported initially at fair value
and subsequently stated atamortized cost using the effective rate of
interest method, less any provisions for depreciation.

Accounts receivable are carried at the amount expected to be collected
after deduction for bad debts, assessed on an individual basis. Accounts
receivable have a short maturity and are thus carried at their nominal
amount without discounting.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and assets held in banks
and similar institutions that can be accessed immediately, as well as
short-term investments with an original maturity of less than three
months, which are only exposed to a marginal risk of fluctuations in value.

Borrowing

Borrowings are recognized initially at fair value, net of transaction costs
incurred and subsequently stated at amortized cost. Any difference
between the the proceeds and the redemption value is recognized in the
income statement over the period of the borrowings using the effective
interest rate method. Noncurrent liabilities have an expected maturity
longer than one year, while current liabilities have a maturity shorter than
oneyear.

Accounts payable
Accounts payable have a short expected maturity and are valued without
discounting at a nominal amount.

PROPERTY, PLANT, AND EQUIPMENT

Property, plant and equipment are measured at cost less accumulated
depreciation and any impairment losses. The acquisition value includes
expenses directly attributable to the acquisition of the asset. Borrowing
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costs are notincluded in the cost. Gains and losses on disposals are
determined by comparing proceeds with carrying amount and are included
inthe income statement.

Depreciation is reported using the straight line method over the
estimated useful life of the asset. The estimated useful life is 5 years for
office equipment and 3 years for computers and similar equipment.
Depreciation is carried out down to the estimated residual value. The
residual value and useful life of the assets are assessed annually.

INTANGIBLE ASSETS

Goodwill

Goodwill represents the difference between the acquisition value and the
fair value of the acquired assets assumed liabilities and contingent
liabilities. Goodwill is allocated to cash generating units during an annual
impairment test. Goodwill is carried at cost less any accumulated
impairment losses. Goodwill is not amortized.

Capitalized development expenses
Telelogic develops and sells its own standard software. Product develop-
ment expenses are capitalized in the Group when the following criteria are
met: The software must be technically feasible to complete; adequate
resources must be available to complete development; it must be possible
to use and sell the product; there must be a market for the product; and the
product must generate future economic benefits. It must also involve a new
product generation or a completely new functionality within existing
products. Adevelopment project is capitalized in its entirety at such time as
its primary functionality is completed, installed, tested for function, and
approved in a major client delivery. Thereafter the capitalized development
costs are amortized on a straight-line basis over a five-year period, which
corresponds to an estimate of the useful life. Amortization begins when the
product is commercially available. Capitalized development expenses are
carried at acquisition cost less accumulated amortization, and any
impairment losses. The value of capitalized development expenses is
subject to continuous impairment testing. If the carrying amount exceeds
the discounted value of anticipated future cash flows, the item is written
down to this value.

All costs for maintenance of existing products are expensed as incurred.

Other intangible assets

Otherintangible assets acquired by the Group are recognized at cost less
accumulated amortization. Estimated useful life is 1-10 years. Costs for
internally generated goodwill and internally generated brands are
recognized in the income statement when the cost arises.

IMPAIRMENT LOSSES

Assets having an indefinite useful life are not subject to amortization, but
tested annually for impairment. If indications of the need for impairment of
assets are present, the recoverable value of the asset is calculated as the
higher of the utilization value and the net realizable value. When determin-
ing the utilization value, future cash flows are discounted at an interest rate
before tax which shall take into account the market’s assessment of
risk-free interest rate and risk associated with the specific asset. For an
asset which is dependent on other assets generating a cash flow, the
recoverable amount is determined for the cash-generating unit to which
the asset belongs. Animpairment loss is recognized in the income
statement if an asset’s carrying amount exceeds its recoverable value. A
reversalis made if there is a change in the recoverable amount, with the
exception of impairment losses on goodwill.

EMPLOYEE REMUNERATION

Defined contribution plans

Obligations related to contributions to contribution-defined plans are
recognized as an expense in the income statement when the employees
have performed the services to which the contribution refers.

Defined benefit plans

The Group has no defined benefit plans, except that some of the ITP plans in
Sweden are financed through insurance premiums paid to Alecta. This is a
defined benefit plan that covers several employers. During the financial
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year 2007, Telelogic did not have access to the information it needed to
report this plan as a defined benefit plan. It is therefore reported as a
defined contribution plan.

Termination benefits

Termination benefits are payable when an employee’s employment is
terminated before the normal retirement date, or when an employee
accepts voluntary termination of employment in exchange for benefits.
The Group reports severance pay when a detailed formal plan has been
presented.

Share-based payments

An option program enables employees to acquire shares in the company.
The fair value of the allocated options is recognized as a personnel expense
with an equivalentincreasein equity. The fairvalue is determined on the
grant date and allocated over the vesting period. The fair value of the
granted options is calculated using the Black-Scholes method and the
terms and conditions on the grant date are considered. The recognized cost
is adjusted to reflect the actual number of vested options. However, no
adjustment is made when options expire because the share price does not
reach the level needed for the options to vest.

Social security fees related to share-based payments to employees for
services rendered are recognized as expenses allocated to the periods when
the services were rendered. The provision for social security contribution is
based on the fair value of the options at the reporting date. Fair value is
determined according to the same measurement model that was used on the
grant date.

PROVISIONS

Aprovision is recognized when the Group has a legal or constructive
obligation as a result of events that have taken place, and it is likely that
payments will be requested to settle the obligation, and a reliable estimate
of the amount can be made. A provision for a restructuring is recognized
when there is a detailed, formal plan for the measures to be taken, and
expectations have been created among those affected by the measures. No
provisions are made for future operating losses.

CONTINGENT LIABILITIES

A contingent liability is recognized when there is a possible obligation
relating to events that have taken place and the existence of which is
confirmed only by one or more uncertain future events or when there is an
obligation that is not recognized as a liability or provision as it is unlikely
that an outflow of resources will be required.

PARENT COMPANY’'S ACCOUNTING PRINCIPLES
The Parent Company has prepared its annual financial statements in
accordance with the Swedish Annual Accounts Act and Swedish Financial
Accounting Standards Council’'s recommendation RR 32, Accounting for
Legal Entities, which means that the Parent Company in the annual
financial statements applies all IFRS standards and statements adopted by
the European Union, to the extent this is practicable within the framework
of the Swedish Annual Accounts Act and taking into account the relation
between accounting and taxation. This results, in particular, in the following
differences in the accounting of the Parent Company and the Group:
Untaxed reserves: The Parent Company reports untaxed reserves. The
consolidated financial statements divides untaxed reserves between
deferred tax liability and shareholders’ equity.
- Product development: Costs for product development are expensed in
the Parent Company, whereas the portion that can be capitalized is
capitalized in the Group.

GROUP CONTRIBUTIONS AND SHAREHOLDERS’ CONTRIBUTIONS
Shareholder contributions are recognized directly against shareholders’
equity for the receiver and are added to the value of shares and equity for
the giverin the balance sheet, after which impairment testing is conducted.

Group contributions are provided to minimize the Group's tax expenses.
Group contributions are recognized directly against shareholders” equity
after adjustment for current tax.
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Note 2 Segment reporting

Telelogicis anintegrated software company in which all of the Group’s
products are sold by all geographic segments. The products are also
often sold together and by the same sales organization. The Company’s
operations are primarily affected by the various geographical markets in
which the Company operates. This means that the primary basis of
division for information about segments comprises three regions:
Europe including the Middle East and Africa, the Americas, and Asia/
Pacific. The geographical distribution is based on where assets are
located, which is consistent with where the customers are located. The
geographical areas have no internal sales.

Geographical segment

Directly attributable items have beenincluded in the segment results,
assets, and liabilities, as well as items that can be allocated to the
segments fairly and reliably. Allocation of items attributable to product
development, Parent Company, as well as goodwill has not been done,
due to such allocation not being practicable in a way that would provide a
true and accurate picture.

Revenues are also reported distributed by product category.
Information on assets, liabilities, investments, and depreciation/
amortizations are not reported per product category, as it is not
practicable to distribute these items fairly and reliably.

Product development,

America Asia/Pacific EMEA other operations Group
MSEK 2006 2006 2006 2006 2006
External revenues 647.2 636.8 218.6 192.8 851.5 695.3 = 1717.3 1524.9
Operating profit 262.0 238.6 73.8 66.5 387.9 261.3 -413.8 -351.3 309.9 215.1
Operating margin, % 40 37 34 34 46 38 18 14
Net financial items 0.0 -5.7
Taxes -77.5 -49.5
Profit for the year 232.4 159.9
Operating assets 215.8 200.7 132.6 97.0 273.0 253.1 1377.6 1442.7 1999.0 1993.5
Operating liabilities 243.6 233.3 78.3 62.4 260.1 257.9 59.9 37.6 641.9 591.2
Operating capital 1357.1 1402.3
Investments 4b 7.5 3.7 3.9 5.6 5.7 37.6 51.4 51.3 68.5
Depreciation/amortization 5.3 5.9 4.9 3.7 6.2 5.7 57.2 71.0 73.6 86.3
Revenue by product group
Change and configuration
Requirements management Modeling management Group

MSEK 2006 2006 2006 2006
External revenues 704.1 640.5 669.7 564.2 343.5 320.2 1717.3 1524.9
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Note 3 Business combinations Note 5 Employees and payroll expenses

2007 Employee benefit costs
No newacqmsﬁmnswere_made|n 2007. MSEK 2006
During the year, an additional purchase payment of MSEK 4.9 was
made for I-Logix, which was acquired in 2006. Wages, salaries and other remuneration 731.2 680.9
Share-based payments (See also Note 20) 4.9 6.8
2006 Total 736.1 687.7

In March 2006, Telelogic acquired the privately owned I-Logix. I-Logix
develops and sells solutions for model-driven development. These

solutions allow engineers in both large and small teams to graphically To the Board of Directors and CEO 33.2 25.8
model requirements, behaviors, and functions in integrated systems.

X i § A 8 of which incentive and similar payments 11.8 6.3
I-Logix has been consolidated with the Group’s other operations and
.thelreclj‘oge = perfc:(rr;:agce cannot be reported separately; insteaditis Of salaries and remunerations paid, MSEK 21.2 (MSEK 16.5) pertains to
IEieE as_ (PRI @ e roup. 5 L senior executives other than the Board of Directors and CEQ. Please also
Information about the income statement prior to the acquisition cannot see note 20
be provided as this was not prepared in accordance with Telelogic’s '
accounting principles.
MSEK 2006
I-Logix's net assets at the time of the acquisition: Pension costs, contribution-defined plans 32.7 24.0
Book value Fair value Social security expenses 116.5 88.0
prior to the Fairvalue | recognized Total 149.2 112.0
MSEK acquisition | adjustment | inthe Group
Property, plant, and equipment 4.9 4.9 The Group has no outstanding pension commitments.
Intangible assets 4.2 101.6 105.8
Average number of employees
Goodwill 5.2 5.2
2006 men
Deferred tax assets 77.6 77.6
Sweden 95 80% 109 73%
Accounts receivable and other 32.8 32.8
receivables Finland 5 100% 5 100%
Cash and cash equivalents 18.4 18.4 Germany 81 3% 68 71%
Accounts payable and other -97.9 -97.9 UK 170 76% 162 74%
liabilities France 45 84% 42 76%
Deferred tax liability -34.6 -34.6 Italy 9 89% 5 80%
Net identifiable assets and -32.4 144.6 112.2 Ireland 14 36% 13 69%
liabilities Netherlands 12 75% 10 80%
Consolidated goodwill 533.5 Spain 13 69% 12 50%
United Arab Emirates 6 83% 4 100%
Total purclh'a§9 consideration 645.7 us 348 71% 351 74%
incl. acquisition costs
China 26 69% 24 79%
Consideration paid -639.9
Japan 31 81% 26 81%
Acquired cash and cash 18.4 ) 0
equivalents Korea 15 73% 12 75%
1 0, 0y
Net cash outflow -621.5 Il a2 Rl 8 e
Singapore 15 87% 9 89%
Goodwillarose_ becausg th_e acquisition vglue also pertained to_values [— 49 82% 43 79%
that do not fulfill the criteria to be recognized as assets at the time of : . )
acquisition. These values relate to staff technical knowledge and the Russia 3 100% 2 100%
synergy effects expected when I-Logix products are added to Telelogic’s Australia 20 70% 18 72%
Ot o diodie. Total 1220 75% 1113 %%
. The percentage of women in executive management is 18 percent (18
Note 4 Other operating expenses percent) and the percentage of women on the Board of Directors is 33
MSEK 2006 percent (33 percent).
Expenses related to the current tender offer
by IBM -11.5 -
Amortization, other intangible assets -15.2 -33.0
Total -26.7 -33.0
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Note 6 Fees and expense for auditors

MSEK 2006
KPMG
Auditing services 2.5 3.7
Other assignments 1.0 2.0

Other auditors

Auditing services 0.3 0.1
Other assignments 0.7 1.5
Total 4.5 7.3

Auditing assignments include the auditing of the annual report,
bookkeeping, and the administration of the Board of Directors and the
President, other assignments that the Company’s auditors are requested
to perform, as well as advising or other forms of assistance related to
findings made in such audits or during the execution of such other tasks.
All other work is classified as “other assignments”.

Note 7 Operating expenses by category of expense

MSEK 2006
Employee remuneration 885.3 799.7
Depreciation/amortization 73.6 86.3
Other expenses 448.5 423.8
Total 1407.4 1 309.8
Note 8 Financial income and expenses

MSEK 2006
Interest income 23.7 12.5
Financialincome 23.7 12.5
Interest expenses -23.7 -18.2
Financial expenses -23.7 -18.2
Net financial items 0.0 -5.7
Note 9 Taxes

Reported in the income statement

MSEK 2006
Current tax expense

Tax expense for the period -20.9 -24.8
Adjustment of tax attributable to previous years 3.9 3.2
Total -17.0 -21.6
Deferred tax expense

Deferred tax for temporary differences -0.9 3.1
Utilization/revaluation of loss carryforwards -59.6 -31.0
Total -60.5 -27.9
Total reported tax expense -77.5 -49.5

TELELOGIC 2007

Reconciliation of effective tax
MSEK % 2006
Pre-tax profit 309.9 209.4

Tax according to current tax rate for

Parent Company 28.0 -86.8 28.0 -58.6
Effect of other tax rates for foreign

subsidiaries 4.0 -12.4 7.0 -14.7
Non-deductible costs 3.8 -11.7 1.1 -2.3
Tax-exempt income 0.0 0.0 0.0 0.0

Reassessment of carryforward of
unused tax losses temporary -10.0 30.9 -13.0 27.0
differences

Tax attributable to previous years -1.3 3.9 -1.5 3.2
Foreign tax 0.5 -1.4 2.0 -4.1
Total reported tax expense 25.0 -77.5 23.6 -49.5

Deferred tax assets/tax liabilities

Deferred Deferred

tax asset tax liability
MSEK 2006 2006
Intangible assets 75.7 86.7 63.6 70.4
Noncurrent receivables 25.7 17.0 - -
Loss carryforward 92.0 154.8 - -
Total 193.4 258.5 63.6 70.4
Setoff -63.6 -70.4 -63.6 -70.4
Net deferred tax asset 129.8 188.1 0.0 0.0
Deferred tax receivables, not disclosed
MSEK 2006
Non-capitalized carryforward of unused tax losses 203.0 280.7

Deferred tax assets are reported for unutilized loss carryforwards to the
extent that it is highly probable that they will be utilized within the
foreseeable future. Arecognized amount is subject to ongoing impair-
ment testing. Nearly all of the Group’s loss carryforwards can be utilized
without time limitation. The expected earnings of the next few years
justify the value of the capitalized loss carryforwards.
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Changes in deferred tax in temporary differences and loss carryforward

Recognized
Recognized in directly against

Balance as of the income shareholders’ Translation Balance as of

January 1 Acquisitions statement equity difference December 31
MSEK 2006 2006 2006 2006 2006 2006
Intangible assets 16.3 58.6 ° -34.6 -0.9 21 = = -3.3 -9.8 12.1 16.3
Value of acquired maintenance agreements - -0.8 - - - 0.8 - - - - - -
Noncurrent receivables 17.0 - - - - - 8.7 17.0 - - 25.7 17.0
Tax allocation funds - -0.2 - - - 0.2 - - - - - -
Loss carryforward 154.8 121.5 = 77.6 -59.6 -31.0 = = =872 =153 92.0 154.8
Total 188.1 1791 - 43.0 -60.5 -27.9 8.7 17.0 -6.5 -23.1 129.8 188.1

Note 10 Intangible assets

IMPAIRMENT TEST FOR CASH-GENERATING UNITS

Telelogicis anintegrated software company in which all the Group’s products are sold by all market companies; in other words, the Group only has one
business segment. The product portfolio consists of an integrated total solution offered to the market. Telelogic's customers require a global presence,
which is why Telelogic has a global sales organization. The internal reporting is therefore primarily focused on sales divided into geographical
segments. Product development and goodwill are not allocated to geographical segments. Follow-up of product development and goodwill is done for
the Group as awhole. Therefore, the geographical segments do not constitute cash-generating units as they do not generate cash flows that are
independent of other assets.

The impairment testing is based on calculation of utilization value. This value is based on cash flow calculations for a total of 10 years based on an
annual growth rate of 5 to 10 percent. This growth rate is based on Telelogic's own assessments as well as the underlying long-term growth rate in the
market. The present value of the forecasted cash flow has been calculated using a discount factor of 8.4 percent after tax. The exchange rate is based on
the currently listed exchange rate. The calculated utilization value exceeds the book value of goodwill and other intangible assets by a good margin. Even
a calculation in which the growth rate is set at 0 percent gives a utilization value that is greater than the book value by a good margin. According to the
assessment of the executive management, no reasonably potential changes in the assumptions could cause the recoverable amount to be less than the
carrying amount.

Capitalized
Accumulated acquisition value Goodwill development expenses Otherintangible assets Total
MSEK 2006 2006 2006 2006
Opening balance as of January 1 947.1 523.3 287.5 249.9 158.8 56.0 1393.4 829.2
Acquisitions 2.5 538.9 - - - 105.8 2.5 644.7
Investments = = = = 1.3 1.4 1.3 1.4
Internally developed assets - - 33.5 37.6 - - 33.5 37.6
Internal re-classifications - - - - 14.4 - 14.4 -
Translation difference -44.2 -115.1 = = =13 -14.4 -51.5 -129.5
Closing balance as of December 31 905.4 947.1 321.0 287.5 167.2 158.8 1393.6 1393.4
Capitalized
Accumulated amortization Goodwill development expenses Other intangible assets Total
MSEK 2006 2006 2006 2006
Opening balance as of January 1 - - -131.4 -98.8 -65.1 -31.7 -196.5 -130.5
Depreciation according to plan for the year - - -34.8 -32.6 =19:3 -3522 -54.1 -67.8
Internal re-classifications - - - - -9.9 - -9.9 -
Translation difference - - - - 3.2 1.8 3.2 1.8
Closing balance as of December 31 - - -166.2 -131.4 -91.1 -65.1 -257.3 -196.5
Carrying amount December 31 905.4 9471 154.8 156.1 761 93.7 1136.3 1196.9

Distribution of amortization for the year

MSEK 2006
Product development expenses 38.9 34.8
Other expenses 15.2 33.0
Total 54.1 67.8
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Note 11 Property, plant, and equipment
Equipment and IT equipment

Accumulated acquisition value
MSEK
Opening balance as of January 1
Acquisitions
Investments
Divestments and disposals
Internal re-classifications
Translation difference

Closing balance as of December 31

Accumulated depreciation
MSEK
Opening balance as of January 1

Acquisitions

Depreciation according to plan for the year

Divestments and disposals
Internal re-classifications
Translation difference

Closing balance as of December 31

Carrying amount as of December 31

Distribution of depreciation for the year
MSEK

Selling expenses

Administrative expenses

Product development expenses

Total

Note 12 Noncurrent receivables and other receivables

Noncurrent receivables
MSEK

Deposits rent
Deposits customers
Deposits suppliers
Other

Other noncurrent receivables

Other current receivables
MSEK
Current deposits
Grants
Advances
VAT owed
Personnel-related receivables
Other

Other receivables
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205.4

16.5
-3.6
-14.4
-4.5
199.4

-167.6

-19.5
3.6
9.9

4.3
-169.3

12.3
2.3
4.9

19.5

15.8
0.4
0.1
0.3

16.6

0.2
1.8
0.0
2.2
0.8
1.8
6.8

2006
221.7
20.7
19.5
-35.7

-20.8
205.4

2006
-186.9
-15.8
-18.5
35.4

18.2
-167.6

2006
12.1
2.1
4.3
18.5

2006

15.1
0.5
0.0
0.0

15.6

2006
0.2
1.7
0.2
1.7
0.4
2.3
6.5

Note 13 Accounts receivable
Distribution by age of accounts receivable
MSEK
Current
Past due, 1-60 days
Past due, over 60 days
Doubtful receivables

Accounts receivable

Note 14 Prepayments and accrued income
MSEK

Rent

Accrued income

Allocated expenses

Other

Total

Note 15 Cash and cash equivalents

360.5
76.6
40.3

-21.4

456.0

3.4
187.6
19.1
1.3
211.4

2006
301.9
83.9
34.1
-21.2
398.7

2006
3.5
116.4
24.4

145.4

The Group’s cash and cash equivalents, MSEK 645.2 (462.0), consist only
of cash and bank balances. In addition to cash and cash equivalents, the
Group also has an unused line of credit in the amount of MSEK 540.8

(557.2).
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Note 16 Equity

Change in number of shares

2006
Opening balance as of January 1 247105 247 243 430104
Exercise of warrants 530713 3675143
Closing balance as of December 31 247 635 960 247 105 247

Shareholders are entitled to vote at the Annual General Meeting with one
vote per share.

At the Annual General Meeting 2007, the following was decided with
respect to the capital structure:

- The Board of Directors was authorized to decide on a public issue of a
maximum of 27,000,000 shares.
The purpose of the authorization is to enable the Board of Directors to
finance a company acquisition through a public issue of shares.

The Board of Directors was authorized to decide on the purchase of
own shares, however, only up to a limit of 24,700,000 shares.

The purpose of the authorization is to further enable the Board of
Directors to take measuresin order to render the company’s capital
structure more efficient and to enable the Board to use own shares as
a consideration in a company acquisition or in connection with the
exercise of options within the framework of the Group’s global options
program.

Decision on the issue of call options in accordance with the Group’s
global options program, with the issue of a maximum of 2,500,000
options to be awarded to employees in the current group, and with the
issue of a maximum of 2,000,000 options to be awarded only to
employees in companies that are being acquired.

- The Board of Directors was authorized to decide on an issue of a
maximum of 4,500,000 warrants.

During the year, none of the Board of Directors’ authorizations have
affected the Group’s capital structure.

OTHER PAID-UP CAPITAL

Pertains to equity paid-up by shareholders. This includes share premium
reserves which were transferred to a reserve. As of January 1, 2006,
provisions to the share premium reserve will also be recognized as
paid-up capital.

TRANSLATION RESERVE

The translation reserve includes exchange rate differences arising in
conjunction with the translation of financial reports from foreign
operations that have prepared their financial statements in a currency
other than the currency in which the consolidated financial statements
are presented. The financial statements of the Parent Company and the
Group are presented in Swedish krona. In addition, the translation
reserve consists of exchange differences that arise during revaluation of
liabilities recognized as hedging instruments for a net investmentina
foreign operation.

RETAINED EARNINGS INCLUDING PROFIT FOR THE YEAR

Retained earnings, including profit for the year, include the aggregate
losses of the Parent Company and its subsidiaries. Previous provisions to
the statutory reserve, excluding transferred share premium reserves,
are included in this equity item.
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Note 17 Earnings per share

Basic Diluted
SEK 2006 2006
Earnings per share 0.94 0.65 0.94 0.65
Earnings per share, basic
2006

Profit for the year, MSEK 232.4 159.9
Weighted average number of outstanding shares, in thousands

Total number of shares as of January 1 247105 243430
Effect of exercise of warrants 121 2728
Weighted average number of outstanding shares, in

thousands 247226 246158
Earnings per share, diluted

2006

Profit for the year, MSEK 232.4 159.9
Weighted average number of outstanding shares, in thousands

Weighted average number of outstanding shares,

basic 247226 246158
Effect of issued stock options 1321 1066
Weighted average number of outstanding shares, in

thousands 248547 247224

Instruments that could have potential dilutive effects and changes
after the balance sheet date
As of December 31, 2007, the Telelogic Group had four outstanding stock
option programs.
The share price for three programs exceeded the discounted exercise
price, corresponding to a total dilution of 0.5 percent or 1,320,776 shares.
For more information on the Group’s stock option program, please see
note 20 and the Telelogic Share, page 36.

Note 18 Interest-bearing liabilities

Noncurrent liabilities

MSEK 2006
Investment loan STIV, 10 years 337.5 387.5
Noncurrent liabilities 337.5 387.5
Current liabilities

MSEK 2006
Current portion of loan 50.0 50.0
Current liabilities 50.0 50.0

The ten-year loan is in Swedish krona and has a variable interest rate.
The book value is equivalent to the fair value

For more information about the company’s exposure to interest rate risk
and the risk of exchange rate fluctuations, please refer to note 24.
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Note 19 Financial assets and liabilities

Fair value and carrying amount are reported in the balance sheet below

MSEK

Noncurrent receivables
Accounts receivable
Other receivables
Current investments

Total

Interest-bearing noncurrent liabilities
Other noncurrent liabilities
Interest-bearing current liabilities
Accounts payable

Other liabilities

Total

Note 20 Compensation of employees

Employee stock option program
General

Financial assets
assessed at fair
value in the
income statement

2006
645.2 462.0
645.2 462.0

Accounts
receivable and
other receivables

2006

16.6 15.6
456.0 398.7
4.6 4.8
477.2 4191

Financial
liabilities Accounts payable
assessed at fair and other Total reported
value liabilities value Total fair value
2006 2006 2006 2006
- - - - 16.6 15.6 16.6 15.6
- - - - 456.0 398.7 456.0 398.7
- - - - 4.6 4.8 4.6 4.8
- - - - 645.2 462.0 645.2 462.0
- - - - 1122.4 881.1 1122.4 881.1
337.5 387.5 - - 337.5 387.5 337.5 387.5
- - 3.0 2.8 3.0 2.8 3.0 2.8
50.0 50.0 - - 50.0 50.0 50.0 50.0
- - 35.0 28.8 35.0 28.8 35.0 28.8
- - 17.8 26.6 17.8 26.6 17.8 26.6
387.5 437.5 55.8 58.2 443.3 495.7 443.3 495.7

Telelogic has a number of outstanding stock option programs for its employees. The options have a term of 4.5 years and an exercise price of 115 percent of
the market price at the time of allotment. The programs have a vesting period of 3 to 4 years and are contingent on continued employment. Vesting is also
contingent on certain criteria being satisfied that relate to growth, profitability, and cash flow, or as in the case of the latest program (TO 15), an increase in
earnings per share. No new programs or grants were added during the year. Exercise occurred during the year corresponding to 530,713 shares.

Change in number of options held by employees

Opening balance as of January 1
Issued

Exercised

Due

Closing balance as of December 31

Information about outstanding options as of balance sheet date

Due date

Subscription price per share, SEK

TO 10 TO 11
2006 2006
514068 | 1115366 1353311 1617000
-502063 | -578463 -25000 -8 689
-12 005 -22835  -203500 -255000
- 514068 1124811 1353311

T0 11
08-07-31
17.30
19.4

Total payments if shares are issued, MSEK

Number of qualifying shares per option

DILUTION

1

TO 13
2006
2790000 3200000
-2000 -
-345500 -410000
2442500 2790000
TO 13
10-01-31
17.50
42.7

1

TO 14
2006
966 000 =
= 966 000
-48 000 =
918 000 966 000
TO 14
10-10-31
22.10
20.3

1

TO 15
2006
2300000 =
- 2300000
-185 400 =
2114600 2300000
T0 15
11-01-31
13.20
27.9

1

The outstanding employee stock option programs can result in a maximum dilution of 2.6 percent (calculated as a net increase in shares in the company

through exercise of options, divided by the total number of shares and options). When only the employee stock option programs are considered where the
share prices exceeded the discounted exercise price, total dilution is 0.5 percent. It should be mentioned that options for TO 12 (externally directed option

program in connection with the acquisition of Focal Point AB] expired January 31, 2007, and 1,650 options were exercised during January 2007. The
remaining number of options, 4,046,101, has expired and is no longer included in the dilution as of February 2007.
Total dilution as of December 31, 2007, calculated based on discounted redemption prices, equals 1,320,776 shares. Thus, the total number of shares

after full dilution is 248,956,736.

Based on calculations of the average number of outstanding shares during 2007 (247,226,373), the total dilution is 248,547,149.
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The fair value of the employee stock options is estimated as of the day of

Costs according to IFRS 2 Share-based payments _ ; X
allotment, using the Black-Scholes option valuation model. The

Thousand SEK 2006 estimated fair value is expensed over the vesting period. The estimate of
Stock options allocated 2003, TO 10 291 489 fair value is based on the following weighted average assumptions:
Stock options allocated 2004, TO 11 238 1832 Risk-free return 3.3%
Stock options allocated 2005, TO 13 1728 2674 Expected volatility of underlying share 35%
; Expected maturity (years) 3.4

Stock options allocated 2006, TO 14 1114 926 .

2 Expected dividend 0%
Stock options allocated 2006, TO 15 1572 857 Estimated fair value (SEK) 3.6
Total personnel costs as a result of share-based Lapsed options (“forfeitures”) 23%
payments. 4943 6778
Compensation and other benefits during the year

Basic salary,
Board of Variable Financial
Directors fee remuneration Other benefits Pension costs instruments, etc. Total

Thousand SEK 2006 2006 2006 2006 2006 2006
Chairman of the Board 480 480 - - - - - - - - 480 480
Members of the Board of Directors, 750 825 - - - - - - - - 750 825
4 members (in 2006, 5 members)
Chief Executive Officer 2 747 2812 1741 1070 - - 1258 1136 - 580 5746 5598
Other senior executives, 11 12983 10702 7729 5553 497 195 1736 2633 - 1624 22 945 20707
members (2006: 10 members)
Total 16 960 14 819 9 470 6623 497 195 2994 3769 - 2204 29921 27 610

Defined benefit plans

Retirement and family pension obligations for salaried employees in Sweden are secured by an insurance policy provided by Alecta. According to a statement by
the Emerging Issues Task Force, URA 42 of the Swedish Financial Accounting Standards Council, this is a defined benefit plan which includes several employers.
During financial year 2007, the company did not have access to the information it needed in order to report this as a defined benefit plan. The pension plan follows
ITP, and is secured through an insurance policy in Alecta. It is therefore reported as a defined contribution plan. For this year, the premium for the pension
insurance policies from Alecta was MSEK 2.8 (MSEK 4.0). Alecta’s surplus may be distributed to the policyholders and/or the insured. At the end of 2007, Alecta’s
surplus in form of the collective consolidation level amounted to 152 percent (143 percent). The collective consolidation level constitutes the market value of
Alecta’s assets as a percentage of the insurance obligations calculated according to Alecta’s actuarial assumptions, which are not in agreement with [AS 19.

Defined contribution plans

In Sweden the Group has defined contribution pension plans for employees that are fully financed by the companies. Overseas there are defined contribution
plans that are partly financed by the subsidiaries and partly covered by fees that the employees pay. Contributions to these plans are made continuously in
accordance with the regulations for each plan.

SENIOR MANAGEMENT BENEFITS
In 2007, Remuneration Committee members were: Bo Dimert, Chairman, Kjell Duveblad, and Birgitta Klasén.

Chief Executive Officer

The Chief Executive Officer was paid SEK 2,747,000 (SEK 2,812,000) as salary as well as SEK 1,741,000 (SEK 1,070,000) as incentive, which corresponds to 63
percent (38 percent] of the base salary. The variable compensation is based on the Group’s growth, operating margin, earnings per share, and cash flow. Pension
benefits totaled SEK 1,258,000 (SEK 1,136,000).

The retirement age for the Chief Executive Officer is 65. The pension is defined contribution and amounts to 35 percent of the pension-qualifying salary up to
SEK 2,400,000, and 20 percent thereafter. In case of resignation by the Chief Executive Officer, six months’ notice is required and no severance pay is due. In case
of termination by the employer, twelve months’ notice is required and the right to severance pay equivalent to twelve monthly salaries is also provided. The Chief
Executive Officer is also entitled to such severance pay in the event of larger structural changes (change of control), even if the Chief Executive Officer gives
notice of termination. As of 12.31.2007, the Chief Executive Officer had 100,000 employee stock options from program TO 11, which vest from 2005 to 2007 with
continuous employment, 400,000 employee stock options from program TO 13, which vest from 2007 to 2009 with continuous employment, and 200,000
employee stock options from program TO 15, which vest from 2006 to 2010 with continuous employment. The options are allotted free of charge. No options were
granted during the year. For more information on the preparation and decision-making process for compensation of the Chief Executive Officer, please see the
section on corporate governance, page 69-73.

Other individuals in executive management

Other persons in executive management, 11 persons (10 persons), received SEK 13,480,000 (SEK 10,897,000) in salary and other benefits and SEK 7,729,000 (SEK
5,553,000) in bonuses, corresponding to 57 percent (51 percent] of base salary. The variable compensation is based on the Group’s growth, operating margin,
earnings per share, and cash flow. For others senior executives, defined contribution pension premiums for SEK 1,736,000 (SEK 2,633,000) were paid.
Termination by the employer usually requires six months’ notice. Certain senior executives are entitled to severance pay equivalent to twelve monthly salaries in
the event of a change of control. Otherwise, no one is entitled to severance pay.

Other senior executives had 305,000 employee stock options from program TO 11, which vest from 2005 to 2007 with continuous employment, 335,000
employee stock options from program TO 13, which vest from 2007 to 2009 with continuous employment, and 530,000 employee stock options from program TO
15, which vest from 2006 to 2010 with continuous employment. The options are allotted free of charge. No options were granted during the year. For more
information on the preparation and decision-making process for compensation to the other individuals in Executive Management, please see the section on
corporate governance, page 69-73.
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Note 21 Provisions

MSEK 2006
Restructuring expenses 0.0 1.5
Severance pay 1.3 0.1
Other 0.2 2.5
Provisions 1.5 41

Changes in provisions

MSEK 2006
Opening balance as of January 1 4.1 13.7
Provisions for the year 0.9 2.5
Amount utilized during the year -3.6 -12.1
Translation differences 0.1 0.0
Closing balance as of December 31 1.5 4.1

Note 22 Other liabilities

Other noncurrent liabilities

MSEK 2006
Leases 3.0 2.8
Other noncurrent liabilities 3.0 2.8

Other current liabilities

MSEK 2006
Customer contracts 9.6 15.1
VAT liabilities 23.6 21.4
Liabilities pertaining to personnel 3.1 6.1
Other 8.2 11.5
Current liabilities 44.5 54.1

Note 23 Accruals and deferred income

MSEK 2006
Maintenance agreements, prepaid revenue 377.7 352.0
Personnel-related items 104.6 89.7
Other 58.0 50.0
Accruals expenses and deferred income 540.3 491.7

Note 24 Financial risks and financing policies,

Group and Parent Company

The Telelogic Group's financial functions are centralized and managed
from corporate headquarters. The Board of Directors has prepared
guidelines for the financial function and receives regular progress
reports. The local financial units report directly to the central financial
and treasury functions, which allows good management of the Group's
financial exposure, while offering cost advantages. The Group’'s financial
policy establishes guidelines and rules for financial risk management
and for general financial operations.

Foreign exchange risk

Foreign exchange risk is the risk for fluctuations in the value of a
financial instrument due to changes in exchange rates. Currency rate
risks are related to changes in expected and contracted payment flows
[transaction exposure), revaluation of foreign subsidiaries’ assets and
liabilities in foreign currency (translation risk), and financial exposure in
the form of currency risks in the payment flows for loans.
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TRANSACTION EXPOSURE

Telelogic's sales are primarily handled from the local sales offices. Over
90 percent of Telelogic’'s sales are in currencies other than Swedish
krona. Revenues are therefore considerably exposed to exchange rate
fluctuations. Net income, however, is not subject to the same level of
exposure because the sales-related expenses are reported in the same
local currencies. Geographically, the Group’s support and development
centers are also located in several different currency areas. Due to the
fact that the Group’s operating organizations are located within the
currency area where the products are sold, the Group's flow exposure is
relatively limited. The distribution of sales and operating expenses by
currency in the table below provides a picture of the Group's sensitivity to
currency fluctuations in the income statement.

Revenue Expenses
SEK 6% 12 %
EUR 28 % 17 %
GBP 14 % 16 %
usb 40 % 38 %
Other 12% 17 %

Balance sheet

Telelogic’s subsidiaries do not have significant net assets. Nor do the
subsidiaries have significant equity, excluding goodwill goodwill. The need
for operating capitalis limited as accounts receivable are balanced
relatively well with pre payments of maintenance fees. Cash and cash
equivalents in excess of operating capital are usually taken home to the
Parent Company. Hedging for existing cash and cash equivalents or
forecasted earnings that is to be exchanged into another currency, usually
SEK, is done with a maximum of MSEK 100 for the entire Group. Only
currency futures are used. The Board of Directors will take a decision, if the
need for greater hedging should arise, e.g., in the event of larger
acquisitions.

Only forward contracts were used as hedging instruments in 2007. The
Group’s netincome in 2007 improved by MSEK 0.8 (MSEK 4.0) as a result of the
hedging measures taken. Outstanding hedges as of December 31, 2007 totaled
MEUR 10.0, which corresponds to MSEK 94.8 (MSEK 0).

TRANSLATION RISK
Telelogic’s policy is not to hedge translation risks in foreign currency.

Interest risk

Interest risk refers to the risk for negative effects on the Group’s
earnings as a result of changes in market interest rates. As of December
31,2007, the Group has a loan of MSEK 387.5 (MSEK 437.5) with floating
interest. A change by one percentage unitin the interest rate will affect
the interest expense by MSEK 3.9.

Creditrisk
Creditrisk refers to a customer being unable to pay for delivered
products or services because of financial problems.

Telelogic has traditionally had few problems with outstanding accounts
receivable because most of our customers are larger, creditworthy
companies. Bad debt risk is also limited because maintenance revenues
are usually invoiced in advance.

Telelogic manages its financial credit risk by only investing its cash and
cash equivalents in investments with a low risk profile, such as bank
balances, treasury bills, or equivalent instruments.

Financing risk

Financing risk refers to the risk that refinancing of loans is made more
difficult. As of December 31, 2007, the company’s liquid assets amounted
to MSEK 645.2 and interest-bearing debt to MSEK 387.5.

Fair value of financial instruments

Fair value of financial assets and liabilities does not deviate from the
carrying amount. Fair value of derivatives has been measured at market.
Other financial instruments are recognized at the amortized cost.
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Note 25 Operational leases Note 26 Pledged assets and contingent liabilities

Non-cancelable lease payments amount to Pledged assets

MSEK 2006 MSEK 2006
Within one year 45.6 46.0 Chattel mortgages 45.0 45.0
Between one and five years 61.8 90.4 Blocked funds 1.4 1.6
Longer than five years 1.5 1.2 Total 46.4 46.6
Total 108.9 137.6

Contingent liabilities

Lease costs MSEK 2006
MSEK 2006 Counter indemnity to bank guarantee 11.0 6.8
Minimum lease fees 59.6 54.8 Total 11.0 6.8
Total 59.6 54.8

All lease agreements in the Group are classified as operating leases. Note 27 Related parties

Alarge portion of leases pertain to rent and computers. There are no Summary of related party transactions

variable fees. Key individuals in

management
positions
MSEK 2006
Purchase of services from related party” 5.8 5.7
Total 5.8 5.7

'pertains to services and equipment purchased from companies in which a
member of the Board of Directors is active.

Transactions with related parties are priced at market rates and
regulated in agreements between the parties
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Note 28 Group companies

The Parent Company’s and the Group's holdings of shares and participation in Group companies

MSEK

Subsidiary/Company registration no./Domicile.
Telelogic Sverige AB, 556510-7389, Malmd, Sweden
Telelogic Rus LLC, 1057746773633, Moscow, Russia
Telelogic Focal Point AB, 556536-3990, Malm&, Sweden
Focal Point Americas Inc. 602453243, San Francisco, US
Telelogic Options AB, 556558-9149, Malmo, Sweden
Telelogic Finland Oy, 1549433-0, Helsinki, Finland
Telelogic Norge AS, 979465289, Trondheim, Norway
Telelogic Technologies UK Ltd, 1832150, Maidenhead, UK
Telelogic Doors Ltd, 2936647, Cardiff, UK
Real Time Products Ltd, 2139638, Birmingham, UK
Telelogic Ireland Ltd, 255214, Dublin, Ireland
Telelogic Continous Ireland Ltd, 274232, Dublin, Ireland
Telelogic Deutschland GmbH, 34265, Bielefeld, Germany
Telelogic France SA, 351994736, Nanterre, France
Telelogic Technologies Toulouse SA, 330575705, Toulouse, France
Telelogic Netherlands B.V., 30168519, Utrecht, Netherlands
Telelogic Iberica S.L., B-82855966, Madrid, Spain
Telelogic Italy SrL, 02793600962, Milan, Italy
Telelogic Japan Ltd, 0104-01-035618, Tokyo, Japan
Telelogic Australia Pty Ltd, 34089339711, New South Wales, Australia
Telelogic Korea Ltd, 110111-2127896, Seoul, Korea
Telelogic Co, Ltd, 015250, Beijing, China
Telelogic India Pte Ltd, CIN-72200KA2000, Bangalore, India
Telelogic Software Singapore Pte Ltd, 200008786W, Singapore
Telelogic Holding North America Inc, 3361889, Delaware, US
Telelogic North America Inc., 2569989, Delaware, US
Telelogic Systems Inc., 4034876, Delaware, US
Telelogic Canada Inc, 359017-8, Ontario, Canada
Telelogic Doors UK Holding Ltd, 2706134, Oxford, UK
Telelogic UK Ltd, 3951808, Oxford, UK
Requirements Engineering Ltd, 2288111, Oxford, UK
Eurocom Software Ltd, 2497516, Cardiff, UK
VisualSoftware Engineering Ltd, 2861478, Oxford, UK
Telelogic Popkin Ltd, 3019814, Leamington, UK
Telelogic I-Logix Israel Ltd, 510985229, Rehovot, Israel
Telelogic I-Logix UK Ltd, 02476251, Chippenham, UK

Total book value in the Parent Company
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shareholding
4785000

1

5870000

1000
200
342858
10000
22000

9000

22 425

Carrying amount

117.8

2.3

0.1

0.1

0.1
24.3
5.9

1.3
1.6
0.1

31.3

460.0

644.9

2006
0.5

119.6

0.1

0.1

0.1
24.3
5.9

1.3
11.6
0.1
0.4

460.0

624.0
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Note 29 Cash flow statement
Interest paid and interest received
MSEK
Interest received

Interest paid

Adjustments for items not affecting the cash flow
MSEK
Depreciation/amortization
Costs related to share-based compensation
Provisions
Other
Total

Acquisition of operations
MSEK
Net cash outflow
I-Logix
Popkin
Focal Point

Total

Note 30 Events after balance sheet date

23.6
-20.5

73.6
4.9
-1.9
0.0
76.6

4.9

4.9

2006
1.4
-18.2

2006
86.3
6.8
-9.6
0.1
83.6

2006

621.5
37.6
0.3
659.4

June 11,2007, IBM announced a public cash offer to the shareholders of
Telelogic AB. The acceptance period for the shareholders of Telelogic in
reference to this offer has after the balance sheet date been extended

until March 19, 2008.
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Note 31 Employees and payroll expenses
Employee benefit costs

MSEK

Salaries, and other remuneration
Share-based payments

Total

For the Board of Directors and CEO

of which incentives and similar items.

MSEK
Pension costs, defined contribution plans
Social security expenses

Total

Average number of employees

men

Sweden 51 78%

Absence due toillness

Absence due toillness as a percentage of regular work hours for

-women

- men

- employees under 29 years

- employees 30-49 years

- employees 50 years or older
- allemployees

Percentage of total absence from work due to illness
for a continuous period of 60 days or more

Note 32 Other operating expenses
MSEK

Costs related to the current tender offer
from IBM

Total

Note 33 Fees and expenses for auditors
MSEK
KPMG

Auditing services

Other assignments

Total

Note 34 Operating expenses by category of expense

MSEK

Employee remuneration
Depreciation/amortization
Other expenses

Total

36.0
4.9
40.9

5.7
1.7

6.0
12.5
18.5

2006
70

2.5
1.3

11.7

-11.5
-11.5

0.9
0.9
1.8

59.4
5.0
91.0
155.4

2006
41.2
6.8
48.0

5.2

2006
10.4
15.8

26.2

73%

2006

2.0
1.0

1.3
1.3
1.3

19.1

2006

2006

0.7
1.4
2.1

2006
74.2
3.8
53.0
131.0
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Note 35 Financialincome and expenses
MSEK

Dividend, subsidiary

Write-down of shares in subsidiary

Loss, sale of subsidiary

Income from holdings in Group
companies

Interest income, subsidiary
Interest income, other

Financialincome

Interest expenses, subsidiary
Interest expenses, other
Financial expenses

Financial expenses

Net financial items

117.3
-127.7

-10.4

38.5
14.8
53.3

-9.0
-20.7
-2.2
-31.9

2006
177.0

-2.0
-56.4
119.6

34.7
6.0
40.7

-14.3
1585

=14
-31.2

1291

Changes in deferred tax in temporary differences and deficit deductions

Balance as of January 1

MSEK
Noncurrent receivables
Loss carryforward

Total

TELELOGIC 2007

2006

66.7
66.7

Recognized in the
income statement

-31.7
-31.7

Note 36 Taxes

Reported in the income statement
MSEK

Current tax expense

Tax expense for the period

Total

Deferred tax expense

Deferred tax on revaluation of the
carrying amount of deferred tax assets

Total

Total reported tax expense

Reconciliation of effective tax
MSEK
Income before tax

Tax according to current tax rate for
Parent Company

Non-deductible expenses
Tax-exempt income

Reassessment of carryforward of unused
tax losses

Foreign tax

Changes in temporary differences for
which deferred tax was not previously
reported

Total reported tax expense

Deferred tax assets/tax liabilities

MSEK
noncurrent receivables
Loss carryforward

Total

equity
2006 2006
- 8.7 17.0
- 8.7 17.0

Recognized directly against

-0.7
-0.7

-31.7

-31.7

-32.4

%
123.0
28 -34.4

-37.3
32.8
7.1

-0.7
0.1

-32.4

Deferred
tax assets

2006
25.7 17.0
35.0 66.7
60.7 83.7

2006

-2.5
-2.5

% 2006
190.4
28| -53.3

-18.6
49.6
20.0

-2.5
2.3

Deferred
tax liability

2006

Balance as of December 31

25.7
35.0
60.7

2006
17.0
66.7
83.7
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Note 37 Intangible fixed assets

Accumulated acquisition value

MSEK

Opening balance as of January 1
Disposals

Investments

Closing balance as of December 31

Accumulated amortization

MSEK

Opening balance as of January 1

Disposals

Amortization according to plan for the year

Closing balance as of December 31
Carrying value as of December 31
Distribution of amortization for the year
MSEK

Selling expenses

Total

64

Note 38 Property, plant, and equipment

e it e Equipment and IT equipment

assets Accumulated acquisition value
2006 MSEK
104.6 93.7 Opening balance as of January 1
-91.0 = Investments
0.7 10.9 Divestments and disposals
14.3 104.6 Closing balance as of December 31
Other intangible Accumulated depreciation
assets MSEK
2006 Opening balance as of January 1
-93.1 -91.9 Depreciation according to plan for the year
91.0 - Divestments and disposals
-2.7 -1.2 Closing balance as of December 31
-4.8 -93.1
Carrying amount as of December 31
9.5 11.5
Distribution of depreciation for the year
MSEK
2006 Selling expenses
27 1.2 Administrative expenses
2.7 1.2

Product development expenses

Total

Note 39 Financial fixed assets and other receivables
Financial fixed assets

MSEK

Noncurrent receivables, Group companies

Financial fixed assets

Other current receivables
MSEK

VAT owed

Other

Other receivables

13.2
1.7

14.9

-10.1
-2.3

-12.4

2.5

0.1
1.0
1.2
2.3

519.3
519.3

0.2
0.1
0.3

2006
25.5
2.4
-14.7
13.2

2006
-22.2
-2.6
14.7
-10.1

3.1

2006
0.1

1.4
2.6

2006
550.3
550.3

2006
0.6
0.1
0.7
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Note 40 Prepayments and accrued income

Note 45 Operational leases

MSEK 2006 Non-cancelable lease payments amount to

Rent 09 03 week a0 B
Accrued income 60.2 28.8 Within one year 3.7 4.1

Allocated expenses 7.0 10.2 Between one and five years 9.0 3.2

Other 1.2 1.1 Total 12.7 7.3

Total 69.3 41.0

Note 41 Interest-bearing liabilities

Noncurrent liabilities

MSEK 2006
Investment loan STIV, 10 years ‘ 337.5 ‘ 387.5
Noncurrent liabilities ‘ 337.5 ‘ 387.5

Current liabilities

MSEK 2006
Current portion of loan ‘ 50.0 ‘ 50.0
Current liabilities ‘ 50.0 ‘ 50.0

Note 42 Provisions

MSEK 2006
Restructuring expenses ‘ 0.0 ‘ 0.1
Provisions \ 0.0 0.1

Changes in provisions

Opening balance as of January 1 0.1 10.0
Amount utilized during the year -0.1 -9.9
Closing balance as of December 31 0.0 0.1

Note 43 Other liabilities

Other current liabilities

MSEK

Liabilities pertaining to personnel

Current liabilities

Note 44 Accruals and deferred income

MSEK [ o7 I
Maintenance agreements, prepaid revenue 10.5 2.1
Personnel-related items 13.8 12.1
Other 16.5 2.2
Accruals and deferred income 40.8 16.4

TELELOGIC 2007

Lease costs

MSEK 2006
Minimum lease fees ‘ 4.0 ‘ 4.6
Total \ 40 46

All lease agreements in the Group are classified as operating leases.
Alarge portion of leases pertains to rent and computers. There are no

variable fees.

Note 46 Pledged assets and contingent liabilities

Pledged assets

MSEK 2006
Chattel mortgages 45.0 45.0
Total ‘ 45.0 ‘ 45.0

Contingent liabilities

Guarantee commitments on behalf of subsidiaries 52.9 58.6
Counter obligation to bank guarantee 10.0 5.7
Total 62.9 64.3

Note 47 Related parties

Summary of related party transactions

Subsidiaries
2006

MSEK

Sales to subsidiaries 117.6 1111
Due to subsidiaries as of December 31 422.8 291.2
Receivable from subsidiaries as of December 31 701.4 756.6

->
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Note 48 Group company Note 49 Cash flow statement

Cost Interest paid and interest received

MSEK 2006 MSEK 2006
Opening balance January 1 2684.2 2558.8 Interest received 53.2 39.7
Acquisition by distribution of shares 117.3 0.3 Interest paid -39.1 -29.8
Sales company - -62.6

Shareholder contributions 31.3 187.7 Adjustments for items not affecting the cash flow

Total 2832.8 2684.2 MSEK 2006

Depreciation/amortization 5.0 3.8

Accumulated impairment losses Write-down of shares in subsidiaries 127.7 2.0
MSEK 2006 Capital loss on sale of subsidiaries - 55.4
Opening balance January 1 -2060.2 -2058.2 Issuance of shares -117.3 -
Impairment losses for the year -127.7 -2.0 Costs for share-based payment 4.9 6.8
Total -2187.9  -2060.2 Total 20.3 68.0
Carrying amount as of December 31 644.9 624.0 Note 50 Information on Parent Company

Telelogic AB, company registration number 556049-9690, is a Swedish
public corporation domiciled in Malmo. Sweden. The Parent Company’s
share is presently traded on the Nordic Stock Exchange, Mid Cap List.
Address of corporate headquarters: Box 4128, 203 12 Malmoé.

The annual report gives a fair assessment of the Group’s and the Parent Company’s position and results, and the audit report gives a fair overview of the
development of the Group and Parent Company operations, position, and result, as well as significant risks and uncertainties faced by the companies
included in the Group. The Group’s and Parent Company’s income statement and balance sheet are subject to approval by the Annual General Meeting to
be held May 6, 2008.

Malmo February 29, 2008

Bo Dimert
Chairman
Anders Lidbeck )
Chief Executive Officer Kjell Duveblad
Martha Josefsson Birgitta Klasén Jorgen Centerman
Ola Eklundh Brandon Jones
Employee representative Employee representative

My audit report was submitted March 5, 2008
KPMG Bohlins AB

Eva Melzig Henriksson
Authorized Public Accountant
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Audit Report

To the Annual General Meeting in Telelogic AB
Corporate identity number 556049-9690

We have audited the annual accounts, the consolidated accounts, the accounting records
and the administration of the Board of Directors and the Chief Executive Officer of
Telelogic AB for the year 2007. The annual accounts and the consolidated accounts are
presented in the printed version of this document on pages 123-123. The Board of
Directors and the Chief Executive Officer are responsible for these accounts and the
administration of the company as well as for the application of the Annual Accounts Act
when preparing the annual accounts and the application of International Financial
Reporting Standards IFRSs as adopted by the EU and the Annual Accounts Act when
preparing the consolidated accounts. Our responsibility is to express an opinion on the
annual accounts, the consolidated accounts and the administration based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in
Sweden. Those standards require that we plan and perform the audit to obtain high but
not absolute assurance that the annual accounts and the consolidated accounts are free
of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the accounts. An audit also includes
assessing the accounting principles used and their application by the Board of Directors
and the Chief Executive Officer and significant estimates made by the Board of Directors
and the Chief Executive Officer when preparing the annual accounts and the consolidated
accounts as well as evaluating the overall presentation of information in the annual
accounts and the consolidated accounts. As a basis for our opinion concerning discharge
from liability, we examined signi-ficant decisions, actions taken and circumstances of
the company in order to be able to determine the liability, if any, to the company of any
board member or the Chief Executive Officer. We also examined whether any board
member or the Chief Executive Officer has, in any other way, acted in contravention of the
Companies Act, the Annual Accounts Act or the Articles of Association. We believe that
our audit provides a reasonable basis for our opinion set out below.

The annual accounts have been prepared in accordance with the Annual Accounts Act
and give a true and fair view of the company’s financial position and results of operations
inaccordance with generally accepted accounting principles in Sweden. The consoli-
dated accounts have been prepared in accordance with International Financial Reporting
Standards IFRSs as adopted by the EU and the Annual Accounts Act and give a true and
fair view of the group’s financial position and results of operations. The statutory
administration reportis consistent with the other parts of the annual accounts and the
consolidated accounts. We recommend to the annual meeting of shareholders that the
income statements and balance sheets of the Parent Company and the group be adopted,
that the profit of the Parent Company be dealt with in accordance with the proposalin the
administration report and that the members of the Board of Directors and the Chief
Executive Officer be discharged from liability for the financial year.

Malmé on March 5, 2008
KPMG Bohlins AB

Eva Melzig Henriksson

Authorized Public Accountant
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Corporate governance report

Telelogic AB (publ) is governed by the Annual General Meeting, Board of
Directors, and Chief Executive Officer in accordance with the Swedish
Companies Act, other laws and regulations, applicable rules for stock
market companies, including the Swedish Code of Corporate Gover-
nance, company bylaws, as well as internal governance procedures of
board committees.

Articles of association

The articles of association describe, among other things, the operation of
the company, the share capital and number of shares, the number of
directors and auditors, how summons to the general Annual General
Meeting shall be performed, how matters are handled during the Annual
General Meeting, and that the Annual General Meeting shall be
conducted in Malmo. To view the articles of association adopted May 3,
2007, and now in effect, please go to www.telelogic.com.

Annual General Meeting 2007

Telelogic’s highest governing body is the Annual General Meeting. All
shareholders who are registered in the share register and who have
provided timely notice of attendance have the right to participate in the
meeting and vote for the total number of shares owned. Shareholders
who are unable to attend in person can be represented by proxy.

The Annual General Meeting selects the Board of Directors for the
corporation. The Annual General Meeting is also tasked with adopting
the balance and income statements for the corporation, deciding on
disposition of the results from the operation, and deciding on discharging
the Board of Directors and the Chief Executive Officer from liability. The
Annual General Meeting also elects Telelogic’s auditors.

Telelogic’s most recent Annual General Meeting was held May 3, 2007
in Malmao. At the meeting, the shareholders present represented 35.1
percent of the capital and votes. Present at the meeting were the entire
Board of Directors, the Chief Executive Officer, and company auditors. To
view the decisions taken at the meeting, please go to www.telelogic.com,
where the minutes of the Annual General Meeting are available. Telelogic
does not provide any remote connection for participation in the meeting,
as this is not considered to be economically justifiable, because 95
percent of Telelogic’s shareholders are based in Sweden.

Nominations Committee

In accordance with a decision taken at the Annual General Meeting, the
Nominations Committee shall consist of the Chairman of the Board of
Directors (convener] and representatives of the four largest sharehold-
ers as of August 31. In consideration of the current tender offer by IBM,
the existing Nominations Committee decided to hold off on forming a new
Nominations Committee until after the expiration of the tender offer in
December 2007. After the extension of the tender offer in December and
against the backdrop of the current review process within the EU, the
Nominations Committee has decided to hold off on the formation of a new
Nominations Committee. There is, however, a readiness to actin case the
tender offer by IBM does not come to pass.

This means that the current Nominations Committee consists of
Annika Andersson, Nominations Committee chair, Fourth AP Fund; Asa
Nisell, Swedbank Robur funds; Peter Ronstrom, Lannebo Funds; Anders
Ljungqvist, AMF Pension and Telelogic’s Chairman of the Board of
Directors Bo Dimert.

The chair of the Nominations Committee is elected among the
shareholder representatives at the organizing meeting. The Nominations
Committee shall develop proposals for the chair at the meeting, a
proposalinregards to the number of Directors of the Board, a proposal
for the remuneration of the Directors and the auditors, and proposals for
Directors and Chairman of the Board and in applicable cases, auditors. In
2007, the Nominations Committee met three times.

The Nominations Committee follows the rules and discharges the
duties which the Swedish Code of Corporate Governance stipulates for
the Nominations Committee (Item 2 in the Swedish Code of Corporate
Governance). No remuneration is provided to the Nominations Commit-
tee.

TELELOGIC 2007

The Board of Directors and its rules of procedure

Telelogic AB’s Board of Directors shall, according to the bylaws, consist
of three to nine members and no more than three alternate members to
be elected annually by the Annual General Meeting for the time until the
end of the next Annual General Meeting.

At the Annual General Meeting in May, 2007, six regular members of
the Board of Directors were elected, including Telelogic’s Chief Executive
Officer. In addition, the employee association has designated two regular
members and one alternate member of the Board of Directors. The
company Chief Financial Officer and Chief Technology Officer participate
regularly in board meetings as presenters, whereas other executives
participate in board meetings when deemed appropriate. Additional
information about the members of the Board of Directors, please see
pages 70-71 and www.telelogic.com.

During the year the Board of Directors met nine times, of which six
times were scheduled at the beginning of the year, and three were
scheduled due to special circumstances to decide on aresponse to IBM's
tender offer to Telelogic’s shareholders. An organizing meeting of the
Board of Directors was held May 3, 2007, the same day as the Annual
General Meeting. At the Annual General Meeting, it was decided that Bo
Dimert will remain as the Chairman of the Board of Directors.

The work of the Board of Directors follows a plan, which is prepared in
advance, and which is intended to satisfy the informational needs of the
Board of Directors, and the operational management’s need for
guidelines for its work. The Board of Directors has documented its
working procedures in a written work program, which also clarifies the
division of responsibility between the Board and the Chief Executive
Officer, and the guidelines for reporting financial information to the
Board of Directors. The work program is subject to annual review and an
update was made during the year.

The responsibilities of the Board of Directors include to supervise the
Chief Executive Officer’'s work through continuing review of the
operations during the year, ensure that the organization, management,
and guidelines for managing the company’s affairs are suitable, and that
satisfactory internal controls exist. The responsibilities of the Board of
Directors alsoinclude to formulate strategies and goals, develop special
controlinstruments, decide on larger acquisitions or disposals of
operations, decide on other larger investments, set financial policy, issue
financial reports, evaluate the operative management, and ensure
succession planning. In addition, the Board of Directors has held regular
reviews with the auditors.

->
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JORGEN CENTERMAN
= Born: 1951.
B Oa rd Of D I re Cto rs Member of the Board of Directors since 2005

Main occupation: Board consultant.

Other directorships: Chairman of the Board of Directors of
Dacke PMC AB, member of the Board of Directors of Micronic
Laser Systems AB, XPonCard AB, HMS Networks AB,
Kemetyl AB, and Segulah Advisor AB.

Background: Over 25 years of experience of international work
in sales and management at ABB, CEO of ABB, 2000-2002.

Education: M.Sc. in Engineering, 1976, Lund University

BO DIMERT

Chairman.

Born: 1943.

Member of the Board of Directors since 2001
Main occupation: Board consultant.

Other directorships: Chairman of the Board of
Directors of AddPro AB, Advoco AB, IKIVO AB,
ipUnplugged AB, and member of the Board of Directors
of Genesys S.A, and Sweden-America Foundation.

Background: Over 30 years experience of international
work in sales and management at IBM, Digital
Corporation, and Ericsson. Bo has served as CEO and
President of Ericsson Inc, and Vice President of the
Ericsson Group.

Education: B.Sc. (Econ.), Stockholm School of
Economics, 1967

Shares: 65 000.
Options: 0.
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Shares: 0.

Options: 0.

MARTHA JOSEFSSON

Born: 1947.

Member of the Board of Directors since 2006
Main occupation: Board consultant and
financial advisor.

Other directorships: Member of the Board of
Directors of Anoto, Fabege, Oresund,
Luxonen, Second AP fund, Uppsala Nya
Tidning, Skandia Funds and Teachers’ Funds.

Background: Over 25 years of experience
within SEB, Skandia, DnB Nor and, above all,
Carlson Investment Management, where
Martha was one of the owners. Since 2003,
Marthais a consultant in her own company.
Education: B.A, Uppsala University.

Shares: 75 000.

Options: 0.

KJELL DUVEBLAD

Born: 1954.

Member of the Board of Directors since 1998
Main occupation: Board consultant.

Other directorships: Chairman of the Board
of Tradedoubler, Trio Enterprise, and
Remium Fondkommission. Member of the
Board of Directors of Bure Equity, FSAB,
EnergoRetea, and Teleopti, among others.

Background: Previously employed at IBM, as
Vice President of Oracle in Sweden, and as
regional manager of Oracle in the Nordic and
Baltic countries, in the period 1993-2002.

Education: B.Sc. (Econ.), Stockholm School
of Economics, 1977.

Shares: 600 000.
Options: 0.
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Employee representatives

OLA EKLUNDH BRANDON JONES
Born: 1969. Born: 1975.

Member of the Board of Directors Member of the Board of
since 2003 Directors since 2002

Main occupation: Software
Configuration Manager.

Shares: 10 158.

Main occupation: Solution
Architect

Shares: 20 000.
Options: 2000.

Options: 0.

BIRGITTA KLASEN

Born: 1949.

Member of the Board of Directors since 2006

Main occupation: Senior IT Advisor and Board Director.
Otherdirectorships: Member of the Board of Directors of OMX and Bisnode.

Background: In the past ten years, Birgitta has worked internationally as
Chief Information Officer/IT director at Pharmacia in the UK and the US, and
at EADS, manufacturer of Airbus, headquartered in Munich and Paris.
Birgitta was Chief Information Officer at Telia (1995-1996) and before this, she
was employed for 19 years at IBM, among others, as Vice President at IBM's
outsourcing company, of which she was one of the founders in 1992. She also
has previous experience in working on the Board of Directors at Férenings-
sparbanken, Eniro, Ledstiernan and Eon Bvin Holland, among others.

Education: M.Sc. in Technical Physics, Royal Institute of Technology, as well
as adegree in economics and teaching from Stockholm University.

Shares: 20 000.
Options: 0.
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Auditor

EVA MELZIG HENRIKSSON

Regular Authorized Public Accountant,
KPMG Bohlins AB.

Auditor for Telelogic since 2007.
Born: 1961.

ANDERS LIDBECK

Born: 1962.

Member of the Board of Directors since1998.

Main occupation: President and CEO of Telelogic AB

Other directorships: Chairman of the Board of Directors in
Creandum Advisor AB and Member of the Board of Directors
of anumber of Telelogic subsidiaries.

Background: He has previously worked at Nokia and ICL as
President for ICL Directin Benelux and VP Sales & Marketing
at ICL Industry Systems Europe, among others. During his
tenure as President of Telelogic, he took the company public,
developingitto a global operation.

Education: B.Sc. (Econ.), 1988, Lund University

Shares: 525 000.

Options: 700 000.
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Remunerationissues

The Chairman and the members of the Board of Directors are compen-
sated in accordance with a decision taken at the Annual General Meeting.
The remuneration shall be a total of SEK 1000 000, of which SEK 400 000
shall be paid to the Chairman of the Board of Directors and SEK 150 000
to each of the other members of the Board of Directors, who are not
employees of the company.

The Board of Directors shall within itself appoint a Remuneration
Committee to decide on matters concerning conditions of employment,
pension benefits, and incentive system regarding the CEO and the
executive management. The Remuneration Committee also decides on
over-arching conditions of employment and questions regarding
compensation of all employees of the company, such as managing the
global options program in accordance with the mandate of the Annual
General Meeting. The Remuneration Committee reports on its work to
the Board of Directors.

In 2007, Remuneration Committee members were: Bo Dimert,
Chairman, Kjell Duveblad, and Birgitta Klasén. The Chairman of the
Committee reports to the Board of Directors on a regular basis on the
work and the proposals that will be put forward for decision by the Board
of Directors. In 2007, the Remuneration Committee met on two occasions
and stayed continuously involved in connection with employment, salary,
and other questions. The Annual General Meeting 2007 decided that
compensation shall be paid for the work of the Remuneration Committee
in the amount of SEK 100 000, of which SEK 40 000 shall be paid to the
Chairman and SEK 30 000 to each of the other members.

Detailed information on compensation to the managementand a
summary of the remuneration to the Board of Directors can be found in
Note 20. Please refer to the table below regarding detailed information
on remuneration to the Board of Directors.

Audit Committee
As of 2006, there is a special Audit Committee. The Audit Committee
consists of Martha Josefsson, Chairperson, Bo Dimert, and Jérgen
Centerman. The members of the Audit Committee usually meetin
connection with Board of Directors meetings and their main task is to
ensure that established principles for financial reporting and internal
controls are observed, and that suitable relations are maintained with
company auditors. The result of the work of the Audit Committee in the
form of observations, recommendations, and proposals for decisions
and measures are reported on a regular basis to the Board of Directors.
The Audit Committee met four times in 2007. The Annual General
Meeting decided that compensation shall be paid to the Audit Committee
in the amount of SEK 130 000, of which SEK 50 000 shall be paid to the
Chairperson and SEK 40 000 to each of the other committee members.
Telelogic's CFO, Hakan Tjarnemo, participates in the meetings of the
Audit Committee, as does the company auditor.

Executive management
The Chief Executive Officer manages the operations in accordance with
the Swedish Companies Act, other rules and regulations, applicable
rules concerning stock market companies, including the Swedish Code of
Corporate Governance, Articles of Association, and within the framework
established by the Board of Directors, among others, in instruction for
the CEOQ. The CEO develops, in cooperation with the Chairman of the
Board, pertinent information and documentation as basis for the work of
the Board of Directors and to enable the Board to make well-supported
decisions, reports on matters and justifies proposals for decisions, and
reports to the Board on the development of the company (which normally
is ensured through standardized monthly reporting to all members of the
Board). The CEO manages the work of the Executive Management and
takes decisions in cooperation with the other members of the manage-
ment.

As of January 1, 2007, Telelogic's company Executive Management
team has twelve members:

Presidentand CEO

e CFO

CTO and EVP Product Division Requirements Management
EVP Corporate Development

EVP Corporate Communications

EVP Global Support

EVP Corporate and Product Strategy

President Market Division Americas

President Market Division EMEA

President Market Division Asia/Pacific

EVP Product Division Change and Configuration Management
EVP Product Division Modeling Solutions

The Executive Management meets twice per month, or more frequently if
necessary, in accordance with an agenda established beforehand.
Normally, the Executive Management meets in person once every
quarter and by conference callin between.

Additional information about the Executive Management can be found
on pages 74-75, and by logging onto www.telelogic.com.

Directors’ fees Committee fees | Attendance,
Name Function Born | Elected | Independent Shares Options 2007 2007 %
Bo Dimert Chairman 1943 2001 Yes 65000 0 400000 80000 100%
Jorgen Centerman 1951 2005 Yes 0 0 150 000 40000 100%
Kjell Duveblad 1954 1998 Yes 600000 0 150 000 30000 100%
Martha Josefsson 1947 2006 Yes 75000 0 150 000 50000 89% '
Birgitta Klasén 1949 2006 Yes 20000 0 150 000 30000 78% 2
Anders Lidbeck President 1962 1998 No 525000 700 000 - - 100%
and CEO
Ola Eklundh Employee 1969 2003 No 10 158 0 - - 78% *
representative
Brandon Jones Employee 1975 2002 No 20000 2000 - - 78% 2
representative
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External auditing

The Nominations Committee is tasked with suggesting auditors, elected
for a four-year period, to the Annual General Meeting. At the Annual
General Meeting 2007, it was decided that the company shall have one
auditor without alternate. The meeting elected the registered auditing
firm KPMG Bohlins AB as auditors for the period until such time as the
Annual General Meeting for 2011 has been held. The Authorized Public
Accountant Eva Melzig Henriksson is considered the person with overall
responsibility for the audit.

The auditors work based on an auditing plan, according to which the
auditing committee and the Board of Directors are consulted. The
auditors regularly report their observations to the auditing committee
and the Board of Directors (2 times during meetings of the Board of
Directors in 2007), both when the audit is being conducted, and also in
connection with adopting the annual report. The auditors also participate
inthe Annual General Meeting and describe at the meeting how the audit
has been conducted, observations made, and the auditors’ report. The
auditors have during the year had consulting assignments in addition to
the audit. Information about remuneration to the auditors is contained in
Note 6.

The Board of Directors’ internal control report

The Board of Directors shall, in accordance with the Swedish Companies
Act, ensure that the company is organized in a way which allows the
accounting, asset management, and the financial conditions of the
company to be controlled in a satisfactory manner. The Swedish Code of
Corporate Governance expands on this and stipulates that the Board of
Directors are held responsible for the internal control. Telelogic has not
formed any internal audit function. The need to form such a function has
not been seen as necessary, because the company accounting depart-
ment has the full responsibility to pursue and look after internal control
matters within the company and report on such matters to the Audit
Committee . The Board of Directors of Telelogic has chosen to integrate
its report on internal controls with the company governance report and
only describe how the internal controlis organized, without auditors’
review.

The Board of Directors is responsible to ensure that there are effective
procedures in place for management and control of the company. The
Chief Executive Officer is responsible for ensuring that these procedures
and systems are implemented and followed throughout the organization.
For decisionsin regards to expenditures and extension of credits, there
are special procedures for delegation in the form of authorization
procedures. The financial management is centralized and individuals
with financial responsibility at all subsidiaries have a reporting
relationship to the company controller and CFO respectively. The
business risks involved in the various contracts that the company enters
into are normally handled by the respective subsidiary. Larger contracts
shall be approved by corporate resources at the head office financial
department to ensure that the level of risk and signed contracts conform
with the over-arching guidelines of the company.

Control environment

The internal control is defined as a process, which is affected by the
Board of Directors, the company management, and other co-workers and
which has been formulated to give a reasonable assurance that
Telelogic's goals are achieved in terms of purposeful and effective opera-
tion, reliable financial accounting and compliance with applicable laws
and regulations. The process is based on the control environment which
creates discipline and structure for the other four components in the
process, i.e. risk assessment, control structures, information and
communication as well as follow-through. Telelogic has a number of poli-
cies, manuals, and codes which contain binding rules, and a number of
recommendations which provide guidelines and manuals for the
operation and the employees. These control documents together with
laws and regulations, existing rules for public corporations, including
Swedish Codes of Corporate Governance and company bylaws form the
so-called control environment.
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Risk assessment

In 2007, the Audit Committee has reviewed the risks in the financial
reporting. This process is recurring annually for the committee. In
connection with the risk analysis, items in the income statement and
balance sheet were identified which carry anincreased inherent risk for
significant errors or have valuations based on assumptions about future
developments. In the operation of the company, these risks are mainly
for items connected to sales accounting and in the balance sheetitems
goodwill, capitalized development costs and deferred tax assets.

Control activities

The Board ensures the quality of the financial reporting partly through
instructions to the Chief Executive Officer, instructions for financial
reporting to the Board of Directors, partly through review of the report
from the Audit Committee in the form of prepared minutes and
observations, recommendations, and proposals for decisions and
measures. The Board further ensures the quality of the financial
reporting through comprehensive review of the interim reports, annual
statements, and annual report during board meetings.

Information and communication

The control documents for the company for the financial reporting
consist mainly of policies and guidelines, which are regularly updated
and are communicated through appropriate channels. For communica-
tion with external parties, there is a clear policy which has been approved
by the Board of Directors, and which provides guidelines for how this
communication should take place.

Monitoring

The procedure to assess whether the internal controls are appropriate
and function as intended is done by a combination of self-evaluations,
independent testing, and verification by external parties. The Audit
Committee has an annual process which ensures that appropriate
actions are taken to remedy short-comings and implement the
recommended action items which have been identified as a result of the
review efforts of the company financial department and independent
auditors.

Compliance with the Swedish Code of Corporate Governance

In accordance with the requirements of the Nordic Stock Exchange,
Telelogic follows the Swedish Code of Corporate Governance. In regards
to oneitem, Telelogic deviates, however, from the code. Item 3.6.2,
Special declaration in financial reporting, requires that the Board of
Directors and the Chief Executive Officer shall, prior to signing of the
annual report, provide a special certification that it has been prepared in
accordance with generally accepted accounting principles. Telelogic's
Board of Directors considers that a separate certification is not required,
as the signing of the annual reportincludes this type of certification.
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Executive
Management

INGEMAR LJUNGDAHL

Chief Technology Officer
and EVP Product Division
Requirements Management

JESPER CHRISTENSEN

Executive Vice President "
Product Division Change STAFFAN SODERQVIST

and Configuration President Market Division
Management Asia/Pacific Born: 1953

Born: 1958 Born: 1957
Employed since 2000

Employed since 1984

CEO between 1991 and 1997.
Shares: 56 667

Options: 140 000

Based in Malmao, Sweden

Employed since 2006

Shares: 0 Shares 0

Options: 145000 Options: 100 000

Based in California, USA Based in Singapore, Singapore

NEERAJ CHANDRA

Executive Vice President
Corporate and Product
Strategy

Born: 1956

Employed since 2006
Shares: 0

Options: 100 000
Based in Boston, USA

CATHARINA PAULCEN

Executive Vice President
Corporate Communications

Born: 1973
Employed since 1997
Shares: 169 000
Options: 135000

Based in Malmo, Sweden

ANDERS LIDBECK
Presidentand CEO
Born: 1962
Employed since 1998
Shares: 525000
Options: 700 000

Based in Malmo, Sweden
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HAKAN RIPPE

GREG SIKES Executive Vice President HAKAN PERSSON
Executive Vice President Corporate Development President Market Division
Product Division Modeling Born: 1968 EMEA

Born: 1962 Employed 1999-2002 and from Born: 1961

Employed since 2003 2004 Employed since 2007
Shares: 0 Shares: 160 000 Shares: 0

Options: 125000 Options: 105000 Options: 0

Based in Malmg, Sweden

Based in California, USA

Based in Stockholm, Sweden

SUSAN BOERS

President Market Division
Americas

Born: 1948

Employed since 2000
Shares: 0

Options: 75000

Based in Washington, USA

Steve McGrath is new
President since
February 1, 2008.
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PER ASBERG

Executive Vice President
Global Support

Born: 1961

Employed since 1999
Shares: 20000

Options: 80000

Based in California, USA

HAKAN TJARNEMO
Chief Financial Officer
Born: 1960

Employed since 1998:
Shares: 326 318
Options: 165000

Based in Malmo, Sweden
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7 years in summary

MSEK 2006 2005 2004|  2003*|  2002¢| 2001
INCOME STATEMENTS

License and maintenance revenue 1429.2 1253.2 1025.9 854.2 763.9 856.2 970.5
Consulting revenue 288.1 271.7 264.0 185.1 1731 264.8 524.5
Total revenue 1717.3 1524.9 1289.9 1039.3 937.0 1121.0 1495.0
License and maintenance expenses -90.3 -75.4 -59.9 -56.3 -65.8 -85.0 -113.0
Consulting expenses -224.9 -213.4 -205.3 -145.9 -153.4 -229.0 -351.0
Gross profit 1402.1 12361 1024.7 837.1 717.8 807.0 1031.0
Sales expenses -673.9 -643.8 -527.5 -428.3 -433.2 -494.3 -739.7
Administrative expenses -125.3 -113.6 -94.9 -78.1 -82.8 -11.4 -168.0
Product development expenses -266.3 -230.6 -191.5 -154.2 -175.3 -173.2 -260.9
Other operating expenses -26.7 -33.0 -15.7 -1.3 -17.9 -94.0 -1983.9
Operating profit 309.9 215.1 195.1 175.2 8.5 -65.9 -2121.6
Net financial items 0.0 -5.7 6.6 2.5 -3.3 -1.7 -2.0
Profit before taxes 309.9 209.4 201.7 177.6 5.2 -67.6 -2123.6
Taxes -77.5 -49.5 -36.5 -43.3 -21.3 -33.9 72.4
Profit after taxes 232.4 159.9 165.2 134.3 -16.1 -101.5 -2051.2
BALANCE SHEETS

Assets

Goodwill 905.4 9471 523.3 174.4 188.7 238.8 301.3
Capitalized development expenses 154.8 156.1 151.1 149.6 157.4 146.4 75.0
Other intangible assets 761 93.7 24.3 2.3 1.4 4.3 7.1
Property, plant and equipment 30.1 37.8 34.8 27.8 29.6 63.7 124.9
Financial assets 16.6 15.6 14.9 12.6 14.2 151.9 183.5
Deferred tax assets 129.8 188.1 1791 90.0 118.4 - -
Accounts receivable 456.0 398.7 458.3 331.5 305.3 290.7 486.3
Other current receivables 230.2 156.4 126.2 107.9 66.6 79.0 139.3
Cash and cash equivalents 645.2 462.0 447.3 249.5 139.8 160.0 128.4
Total assets 2644.2 2455.5 1959.3 1145.6 1021.5 1134.8 1445.8
Equity and liabilities

Shareholders’ equity 1614.8 1426.8 1359.8 702.7 550.2 627.2 716.2
Interest-bearing noncurrent liabilities 337.5 387.5 0.0 2.4 42.7 46.5 58.0
Other noncurrent liabilities 3.0 2.8 3.4 0.3 0.9 2.1 78.7
Accounts payable 35.0 28.8 42.1 33.5 291 45.8 46.8
Interest-bearing current liabilities 50.0 50.0 39.8 7.2 7.5 8.8 2.1
Other current liabilities 63.6 67.9 71.4 64.7 73.4 721 132.4
Accruals and deferred income 540.3 491.7 442.8 334.8 317.6 332.3 411.6
Total equity and liabilities 2644.2 2455.5 1959.3 1145.6 1021.5 1134.8 1445.8
CASH FLOW STATEMENT

Cash flow from current operations 286.4 288.9 183.1 152.8 34.4 122.4 -219.4
Investing activity -56.2 -727.8 -298.8 -44.5 -41.7 -92.1 -160.7
Financing activity -46.9 468.5 295.3 8.2 -1.2 1.5 257.2
Cash flow from the period 183.3 29.6 179.6 116.4 -8.5 41.8 -122.9
Cash and cash equivalents at the beginning of the period 462.0 447.3 249.5 139.8 160.0 128.4 240.8
Exchange rate difference in cash and cash equivalents -0.1 -14.9 18.2 -6.7 -11.7 -10.2 10.5
Cash and cash equivalents at the end of the period 645.2 462.0 447.3 249.5 139.8 160.0 128.4

*The years 2001-2003 have not been adjusted for IFRS. This mainly affects depreciation of goodwill.
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Quarterly data

MSEK Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
INCOME STATEMENTS

License revenue 255.2 193.2 155.6 159.9 212.4 152.4 160.5 127.9
Maintenance revenue 172.8 164.6 166.6 161.3 160.8 158.3 152.7 128.2
Consulting revenue 74.3 70.7 75.4 67.7 72.1 59.4 69.2 71.0
Net sales 502.3 428.5 397.6 388.9 445.3 370.1 382.4 3271
License expenses -10.3 -7.7 -8.6 -6.4 -6.8 -4.8 -6.0 -5.0
Maintenance expenses -15.4 -14.0 -13.5 -14.4 -14.2 -13.6 -14.4 -10.6
Consulting expenses -58.8 -55.9 -56.0 -54.2 -56.3 -46.2 -55.7 -55.2
Gross profit 417.8 350.9 319.5 313.9 368.0 305.5 306.3 256.3
Sales expenses -174.7 -165.4 -168.3 -165.5 -167.5 -163.1 -167.9 -145.3
Administrative expenses -32.4 -31.9 -30.8 -30.2 -29.9 -28.6 -30.3 -24.8
Product development expenses -65.6 -66.7 -68.6 -65.4 -63.1 -59.7 -59.0 -48.8
Other operating expenses -7.1 -11.2 -3.6 -4.8 -7.3 -9.6 -12.0 -4.1
Operating profit 138.0 75.7 48.2 48.0 100.2 44.5 371 33.3
Net financial item 1.3 -0.3 -0.7 -0.3 -1.8 -2.3 -3.3 1.7
Profit before taxes 139.3 75.4 47.5 47.7 98.4 42.2 33.8 35.0
Taxes -34.1 -19.6 -12.2 -11.6 -25.1 -10.5 -7.3 -6.6
Profit after taxes 105.2 55.8 35.3 36.1 73.3 31.7 26.5 28.4
BALANCE SHEETS

Assets

Goodwill 905.4 906.0 950.4 966.6 947.1 1001.5 988.1 972.4
Capitalized development expenses 154.8 155.7 155.9 156.0 156.1 155.5 153.8 151.4
Other intangible assets 76.1 75.5 83.7 89.8 93.7 96.9 105.5 126.6
Property, plant and equipment 30.1 35.9 39.3 38.9 37.8 36.7 36.3 39.3
Financial assets 16.6 16.6 15.9 14.9 15.6 13.9 13.6 14.3
Deferred tax assets 129.8 153.9 166.3 177.4 188.1 209.1 211.8 258.4
Accounts receivable 456.0 371.2 364.5 366.9 398.7 387.5 389.0 434.7
Other current receivables 230.2 184.5 157.4 171.7 156.4 122.7 121.5 132.7
Cash and cash equivalents 645.2 572.4 576.9 544.5 462.0 466.1 4631 4L43.4
Total assets 2644.2 2471.7 2510.3 2526.7 2455.5 2489.9 2482.7 2573.3
Equity and liabilities

Shareholders’ equity 1614.8 1511.2 1507.4 1493.0 1426.8 1421.9 1367.0 1367.4
Interest-bearing noncurrent liabilities 337.5 350.0 362.5 375.0 387.5 425.0 437.5 450.0
Other noncurrent liabilities 3.0 4.9 4.3 4.9 2.8 3.0 0.0 0.0
Accounts payable 35.0 35.9 38.2 37.0 28.8 30.9 38.7 34.4
Interest-bearing current liabilities 50.0 50.0 50.0 50.0 50.0 50.0 50.0 92.0
Other current liabilities 63.6 48.0 42.3 54.7 67.9 81.6 92.8 89.5
Accruals and prepaid income 540.3 4711 505.6 5121 491.7 4775 496.7 539.9
Total equity and liabilities 2644.2 24711 2510.3 2526.7 2455.5 2489.9 2482.7 2573.3
CASH FLOW STATEMENT

Cash flow from current operations 96.5 21.4 60.0 108.5 74.3 35.0 74.7 104.9
Investing activity -13.4 -10.7 -13.4 -18.7 -33.3 -21.7 -51.1 -621.7
Financing activity -10.4 -11.9 -12.2 -12.4 -37.4 -11.9 2.5 515.3
Cash flow for the period 72.7 -1.2 34.4 77.4 3.6 1.4 26.1 -1.5
Cash and cash equivalents at the beginning of the period 572.4 576.9 544.5 462.0 466.1 463.1 4L43.4 447.3
Exchange rate difference in cash and cash equivalents 0.1 -3.3 -2.0 5.1 -7.7 1.6 -6.4 -2.4
Cash and cash equivalents at the end of the period 645.2 572.4 576.9 544.5 462.0 466.1 463.1 4L43.4
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Key figures

2007 2006 2005 2004 2003* 2002* 2001*

Margin, %

Gross margin 81.6 81.1 79.4 80.5 76.6 72.0 69.0
Operating margin 18.1 141 15.1 16.8 0.9 -5.9 N/A
Profit margin 18.1 13.7 15.6 171 0.6 -6.0 N/A

Return on capital, %

Return on operating capital 22.5 18.3 27.6 37.9 1.7 -11.3 -154.4
Return on capital employed 17.3 13.9 19.3 27.2 1.7 -8.6 -135.8
Return on equity 15.3 11.5 16.0 21.4 -2.7 -15.1 -134.4

Capital structure

Operating capital, MSEK 1357.1 1402.3 952.3 462.9 460.7 522.5 647.9
Capital employed, MSEK 2002.3 1864.3 1399.6 712.4 600.5 682.5 776.3
Shareholders’ equity, MSEK 1614.8 1426.8 1359.8 702.7 550.2 627.2 7161
Interest-bearing net debt, MSEK -257.7 -24.5 -407.5 -239.8 -89.6 -104.7 -68.3
Capital turnover rate, times 1.2 1.3 1.8 2.3 1.9 1.9 1.1
Net debt-equity ratio, times -0.2 0.0 -0.3 -0.3 -0.2 -0.2 -0.1
Equity/assets ratio, % 61.1 58.1 69.4 61.3 53.9 55.3 49.5

Share data, shares in millions

Number of basic shares at year-end 247.6 2471 243.4 217.3 204.4 202.8 189.4
Number of diluted shares at year-end 248.9 248.2 248.3 221.5 220.1 216.9 211.2
Average number of basic shares during the year 247.2 246.2 235.6 214.7 203.6 198.5 148.5
Average number of diluted shares during the year 248.5 247.2 240.4 218.9 219.3 212.3 165.5
Dilution, % 0.5 0.4 2.0 1.9 7.7 7.0 1.5

Earnings per share, SEK

Basic 0.94 0.65 0.70 0.63 -0.08 -0.51 -13.82

Diluted 0.94 0.65 0.69 0.61 -0.06 -0.46 -12.39

Shareholders’ equity per share, SEK

Basic 6.52 5.77 5.59 3.23 2.70 3.09 3.78

Diluted 6.49 5.75 5.48 3.17 2.51 2.89 3.39

P/E ratio, times

Basic 19.9 23.6 291 24.9 neg neg neg
Diluted 20.0 23.7 29.6 25.7 neg neg neg
Share price quoted at year-end, SEK 18.70 15.30 20.40 15.70 11.50 6.20 8.30
Market capitalization at year-end, MSEK 4631 3781 4966 3411 2351 1258 1572

*The years 2001-2003 have not been adjusted for IFRS.
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Definitions

Key figures Definition MSEK, unless otherwise noted 2007
Gross margin Gross profit as a percentage of total revenue Gross profit 14021
Total revenue 1717.3
Gross margin, % 81.6
Operating margin Operating profit as a percentage of total revenue Operating profit 309.9
Total revenue 1717.3
Operating margin, % 18.1
Profit margin Profit before taxes as a percentage of total revenue Profit before taxes 309.9
Total revenue 1717.3
Profit margin, % 18.1
Return on operating capital Operating profit as a percentage of average operating capital | Operating profit 309.9
Average operating capital 1379.7
Rate of return on operating capital, % 22.5
Rate of return on capital employed | Operating profit plus financial income as a percentage of Operating profit 309.9
average capital employed Financial income 23.7
Total 333.6
Average capital employed 1933.3
Return on capital employed, % 17.3
Return on equity Profit after taxes as a percentage of average shareholders’ Profit after taxes 232.4
equity Average shareholders’ equity 1520.8
Return on equity, % 15.3
Operating capital Balance sheet total reduced by cash and cash equivalents Total assets 2644.2
and non-interest-bearing liabilities. Average operating - cash and cash equivalents -645.2
capital has been calculated by adding the beginning and - non-interest-bearing liabilities -641.9
ending operating capital and dividing by two. Operating capital 13571
Average operating capital 1379.7
Capital employed Balance sheet total reduced by non-interest-bearing Balance sheet total 2644.2
liabilities. Average capital employed has been calculated by - non-interest-bearing liabilities -641.9
adding the beginning and ending capital employed and Capital employed 2002.3
dividing by two. Average capital employed 1933.3
Shareholders’ equity Shareholders’ equity at year-end. Average shareholders’ Shareholders’ equity 1614.8
equity has been calculated by adding the beginning and Average shareholders’ equity 1520.8
ending shareholders’ capital and dividing by two.
Interest-bearing net debt Interest-bearing liabilities reduced by cash and cash Interest-bearing liabilities 387.5
equivalents -cash and cash equivalents -645.2
Interest-bearing net debt -257.7
Asset turnover rate Net sales divided by average operating capital Net sales 1717.3
Average operating capital 1379.7
Rate of turnover of capital, times 1.2
Net debt ratio Interest-bearing net liabilities divided by shareholders’ Interest-bearing net debt -257.7
equity Shareholders’ equity 1614.8
Net debt-equity ratio, times -0.2
Equity assets ratio Shareholders’ equity as a percentage of total assets Shareholders’ equity 1614.8
Balance sheet total 2644.2
Equity assets ratio, % 61.1
Earnings per share Profit for the year divided by the weighted average number of | see Note 17
outstanding shares during the year.
Diluted earnings per share Profit for the year divided by the weighted average number of | see Note 17
outstanding diluted shares during the year.
Equity per share Shareholders’ equity divided by the number of shares at Shareholders’ equity 1614.8
year-end Number of shares 247 635960
Equity per share, SEK 6.52
Per share, diluted Shareholders’ equity divided by the number of diluted shares | Shareholders’ equity 1614.8
atyear-end Number of diluted shares 248956 736
Equity per share after dilution, SEK 6.49
P/E ratio Share price quoted at year-end divided by earnings per share | Share price quoted at year-end 18.70
Earnings per share 0.94
P/E ratio, times 19.9
Diluted P/E ratio Share price quoted at year-end divided by earnings per share | Share price quoted at year-end 18.70
after dilution Earnings per share after dilution 0.94
P/E ratio after dilution, times 20.0
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Addresses

INTERNATIONAL
HEADQUARTERS

Telelogic AB

Box 4128

Street address: Kungsgatan 6
203 12 Malmo, Sweden

Tel: +46 40 650 00 00

Fax: +46 40 650 65 55

AUSTRALA

Telelogic Australia Pty Ltd.
Level 9, 1 Pacific Highway
North Sydney NSW 2060
P.0. Box 40

North Sydney NSW 2059
Tel: +61 28908 5200

Fax: +61 289208544

CHINA

Telelogic China Ltd.

301, Tower C1

The Towers,Oriental Plaza
No.1, East Chang An Ave.
Dong Cheng District,
Beijing 100738

Tel: +86 10 8518 5130

Fax: +86 108518 5136

Telelogic China Ltd.
Room 1909,19th fl oor
1038 Nan Jing West Rd.
Shanghai 200041

Tel: +86 021 52288787
Fax: +86 021 52285166

Telelogic Singapore; Hong Kong
Branch Office

One International Finance Centre
18/F

1 Harbour View Street, Central
Hong Kong

Tel: +852 2166 8888

Fax: +852 2166 8999

Telelogic Singapore; Taiwan
Branch Office,

Room 206 23F,105 Dun Hua S. Rd.,
Sec 2 Taipei 106,

Taiwan R.0.C

Tel: +886 2 27841669

Fax: +886 227025050

FINLAND

Telelogic Finland Oy
Mikonkatu 8A

00100 Helsinki

Tel: +358 9 2310 1300
Fax: +358 9 2310 1351

FRANCE

Telelogic France S.A.S.
6/8, rue de la Réunion
91978 Courtaboeuf Cedex
Tel: +331 64867777
Fax: +33 164867700

GERMANY

Telelogic Deutschland GmbH
Otto-Brenner-Strasse 247
33604 Bielefeld

Tel: +49 521 14503 01

Fax: +49 521 14503 50
Telelogic Deutschland GmbH
Steinheilstrasse 10

85737 Ismaning

Tel: +49 89 9998 16 01

Fax: +49 89 9998 1611

INDIA

Telelogic India Pvt.Ltd.
No. 72, Salarpuria Pearl
Civil Station

Residency Road Cross
Bangalore -560 025
Tel: +91 80 41124441
Fax: +91 80 25325138

Telelogic India Private Limited
HM Towers, No. 58, Brigade Road
Bangalore 560 025

Tel: +91 80 41995800

Telelogic India Pvt Ltd
Apeejay Business Center

Suite 321, No. 29/12, Haddows Rd.

Chennai 600 006
Tel: +91 44 430 00524

Telelogic India Pvt Ltd

Suite 11, U&I Corporate Center
No. 47

ECHELON, Sector 32, Gurgoan
Tel: +91 124 427 0654

Telelogic India Pvt Ltd

TCl House, 170 Dhole Patil Road
Pune 411001

Tel: +91 20 305 19219

IRELAND

Telelogic Ireland Ltd.
Avoca Court,Temple Road
Blackrock, Co. Dublin
Tel: +353 1209 0150

Fax: +353 1209 0160

ISRAEL

Telelogic I-Logix Israel Ltd
2 Pekeris st.

Tamar Park

Rehovot 76100

Tel: +972 8 9471212

Fax: +972 8 9471313

ITALY

Telelogic Italia Srl

Centro Direzionale Milano Oltre 2
Palazzo Tigli B

Viale Europa 22

20090 Segrate (M)

Tel: +39 02 269 524 64

Fax: +39 02 269 524 65

JAPAN

Telelogic Japan Ltd.
Sumitomo Fudosan Shiba
Building NO.2 6F

1-5-9 Shiba Minato-ku
Tokyo 105-0014

Tel: +81 35427 8900

Fax: +813 5427 8901

KOREA

Telelogic Korea Ltd.
Mosan Bldg. 6F
14-4 Yangjae-Dong
Seocho-Gu

Seoul 137-888

Tel: +82 25618510
Fax: +82 25618520

NETHERLANDS
Telelogic Netherlands BV
Rijnzathe 7/B3

3454 PV De Meern

Tel: +31 30 666 5530

Fax: +3130 666 1405

POLAND

Telelogic Deutschland GmbH
Branch Warsaw

Regus Metropolitan

PL. Pilsudskiego 3

00-078 Warszawa

Tel: +48 22 449 0022

Fax: +48 22 449 0001

RUSSIA

Telelogic Rus
Timura Frunze str. 16
Stroenie 3

119021 Moscow

Tel: +7 495 246 9855,
2455078

Fax: +7 4952455078

SINGAPORE

Telelogic Software
Singapore Pte Ltd.

10 Hoe Chiang Road
#20-03 Keppel Towers
Singapore 089315

Tel +65 6225 1361

Fax +65 6225 2865

SPAIN

Telelogic Spain S.L.
C/Consuegra 7
Planta 1a letra B
28036 Madrid

Tel: +34 917 680670
Fax: +34 917 660 938

SWEDEN

Telelogic Sverige AB
Arstasngsvigen 21C
117 43 Stockholm
Tel: +46 40 650 00 00
Fax: +46 8 64576 38

Telelogic Sverige AB
Repslagaregatan 24
582 22 Linkoping

Tel: +46 40 650 00 00
Fax: +46 40 650 65 55

Telelogic AB

Box 4128
Kungsgatan 6

203 12 Malmo

Tel: +46 40 6500000
Fax: +46 40 650 65 55

THAILAND

Telelogic

36th Floor, CRC Tower, All
Seasons Place

87/2, Wireless Road, Phatumwan
Bangkok 10330

Tel: +66 2 6253065

Fax: +66 2 6253000

UNITED ARAB EMIRATES
Telelogic Abu Dhabi

P.0. Box: 39700

Street address:

Al Otaiba Tower Sheik
Zayed 2nd Street

Abu Dhabi

Tel: +9712 6334223

Fax: +9712 6334229

UNITED KINGDOM
Telelogic UK Ltd.
The Parkway One
Broxell Close
Warwick

CV345QF

Tel: +44 1926 474 100
Fax: +441926 474 101

Telelogic UK Ltd.
Northbrook House,
Oxford Science Park
Oxford, Oxfordshire
OX4 4GA

Tel: +44 1865 784 285
Fax: +44 1865 784 286

Telelogic UK Ltd.

4th Floor, Hanover Buildings
66 Rose Street

Edinburgh EH2 2NN

Tel: +44 131 622 3600

Fax: +44 1316223700

USA

Telelogic North America Inc.
9401 Jeronimo Road

Irvine, CA 92618

Tel: +1 949 830 8022

Fax: +1 949 8308023

Telelogic North America Inc.
400 Valley Road, Suite 200
Mount Arlington, NJ 07856
Tel: +1 973 770 6400

Fax: +1 973 770 6401

Telelogic North America Inc
500 International Drive,
Suite 200

Budd Lake, NJ 07828

Tel: +1 973 527 8200

Fax +1 973527 8201

Telelogic North America Inc.

11911 Freedom Drive, Suite 1180

Reston, VA 20190
Tel:: +1 703 467 9010
Fax: +1 703 467 9009

Telelogic North America Inc.

1821 Walden Office Square
Suite 400

Schaumburg, IL 60173
Tel: +1 847 925 2385

Fax: +1 847 925 2384

Telelogic North America Inc.

2 Rector Street, 18th Floor
New York, NY 10006
Tel: +1 646 346 8500
Fax: +1 646 346 8501

Telelogic North America Inc
55 Broadway

New York, NY 10006

Tel: +1 973 527 8300

Fax: 19735278301

Telelogic North America Inc.
300 Brickstone Square, Suite 501

Andover, MA 01810
Tel: +1 978 682 2100
Fax: +1 978 6825995

Countries covered by
distributers:
Argentina
Austria
Bosnia-Hercegovina
Brazil
Bulgaria
Chile
Croatia
Cyprus
Czech Republic
Denmark
Estonia
Greece
Hungary
Israel

Kenya

Latvia
Lithuania
Malaysia
Malta
Mexico

New Zealand
Nigeria

Peru
Philippines
Romania
Saudi-Araba
Serbia
Slovakia
Slovenia
South Africa
Switzerland
Taiwan
Thailand
Turkey
Venezuela
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Annual General
Meeting 2008:

The Annual General Meeting of Telelogic AB will be held May 6, 2008 at 3 P.M
at Borshuset, Skeppsbron 2, Malmo. For those interested, a shorter
presentation of one of the company’s fields of activity will be given at 2.30 P.M.
Shareholders whose shares are registered with VPC in their own name on the
record day, April 29, and who have filed a notice of intent to participate by April
29 at 4 P.M. have the right to participate in the Annual General Meeting. In case
a shareholder wishes to bring a maximum of two assistants to the Annual
General Meeting, he/she shall submit this information at the same time.
Shareholders whose shares are nominee-registered must, in order to
participate in the Annual General Meeting, register the shares temporarily in
their own name. Shareholders wishing such re-registration must notify the
administratorin good time before April 29.

Aregistrationincluding the name, address phone number, number of shares,
national ID number or organization number shall be made in writing:

by mailto:  Telelogic AB

attn: Jenny Bothén

P.0. Box 4128

20312 Malmo
by emailto: jenny.bothen@telelogic.com
or by fax: 040-6506555

Telelogic will send a confirmation when the registration has been completed. If
participation will take place by power of attorney, the power of attorney shall
be submitted to the company at the time of registering. The complete proposal
of the Board to the Annual General Meeting can be ordered through the
company in accordance with the above.

Financial reports and information

For the fiscal year 2008, financial information about Telelogic will be given at
the following points in time:

April 22,2008 Interim report for the period January-March, 2008

May 6, 2008 Decision by the Annual General Meeting

July 22,2008 Interim report for the period April-June, 2008

October 21,2008 Interim report for the period July-September, 2008

January 27,2009 Annual Statement 2008
In addition to these planned information events, Telelogic will give updates to
the financial market during the year in many different ways:

On the day of publishing the interim reports, the company management will
hold an analyst conference in Stockholm, which can also be followed by
telephone and on the Internet. In connection with the publishing of the interim
reports, some representatives of the company management will undertake a
so-called road show for the larger financial markets, at which time the report
is presented to shareholders and investors.

All news and events concerning Telelogic, considered to have a potential
effect on the share price, are made public via press releases and published on
the company’s home page, www.telelogic.com. With regard to income from
sales, the company’s policy is to publish business deals exceeding
SEK 5 million.

In order to share information about Telelogic, the company management
meets regularly with financial analysts, investors, and private shareholders in
different locations in Sweden and the world. A capital market day will be
arranged once or twice per year for financial market participants.

Ways to obtain financial information about Telelogic AB

The fastest way to obtain information about Telelogic is through the Internet.
Financialreports and press releases will be published on Telelogic’'s home
page, www.telelogic.com, as soon as they have been made public.

You can also subscribe to financial reports in printed form via mail orin
electronic form via email. You can also subscribe to Telelogic's press releases
via email.

Annualreports and interim reports in Swedish and English can be ordered
from:

Telelogic AB

P.0. Box 4128

20312 Malmo

Tel: 040-6500000

Fax: 040-6506555
Email: ir@telelogic.com



Head Office
Telelogic AB, Box 4128, 20312 Malmo, Sweden
Phone: +46 40 6500000 « Fax:+46 406506555

Offices in Europe, North America, Asia, and Australia.

Distributors around the world.

info@telelogic.com « www.telelogic.com

Telelogic

VMdITNNVI0L0Hd SY3ANVIILNIYd

SN €080

GG0Y

l



