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THIS OFFER DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION
This offer document, including the related acceptance form, contains important information and should be read carefully before any decision is made with respect to the Offer by IBM 
(as defi ned herein), through its indirect wholly-owned subsidiary Watchtower (as defi ned herein), to the holders of shares to tender all Telelogic shares to Watchtower.

In this offer document, except as otherwise stated, references to Telelogic are, depending on the context, to Telelogic AB (publ) and its subsidiaries or to Telelogic AB (publ). 
The figures reported in this offer document have been rounded off as appropriate, including certain totals set out in the tables contained herein. 

Watchtower has not authorized anyone to provide holders of shares issued by Telelogic with information that is different or additional in relation to the information in this offer 
 document. The information in this offer document may only be accurate as of the date of this document and no representation is made that it was or will remain accurate on any other 
date. The information in this offer document is furnished solely for the purpose of the Offer (as defined herein) and may not be relied upon for any other purposes. 

Lazard is acting as financial advisor to IBM and its affiliates only in relation to the Offer (which is being made by IBM’s indirectly wholly-owned subsidiary, Watchtower) and will not 
be responsible for providing advice, or the protections afforded to its clients, to any other person.

Nordea Corporate Finance, a unit within Nordea Bank AB (publ), is acting as arranger and advisor to IBM and its affiliates only in relation to the execution of the Offer (which is being 
made by IBM’s indirectly wholly-owned subsidiary, Watchtower) and will not be responsible for providing advice, or the protections afforded to its clients, to any other person.

Forward-looking Statements
This offer document contains forward-looking statements. These statements are not guarantees of future performance and are subject to inherent risks and uncertainties. Forward-look-
ing statements may be identifi ed by the fact that they do not relate strictly to historical or current facts and include, without limitation, words such as “may”, “will”, “expects”, 
“believes”, “anticipates”, “plans”, “intends”, “estimates”, “projects”, “forecasts”, “seeks”, “could”, or the negative of such terms, and other variations on such terms or comparable 
terminology. Forward-looking statements include, but are not limited to, statements about the expected future business of Telelogic resulting from and following the Offer. These state-
ments refl ect IBM’s and Watchtower’s management’s current expectations, based upon information currently available to it and are subject to various assumptions, as well as risks and 
uncertainties that may be outside of its control. Actual results could differ materially from those expressed or implied in such forward-looking statements. Any such forward-
looking statements speak only as of the date on which they are made and IBM and Watchtower shall be under no obligation to (and expressly disclaims any such obligation to) update 
or alter such forward-looking statements whether as a result of new information, future events or otherwise, except to the extent legally required.

Choice of Law and Disputes
This offer document has been prepared in accordance with the laws of Sweden, as well as relevant rules and regulations applicable to public offers in Sweden. In accordance with the 
Swedish Act on Public Takeover Offers on the Stock Market (lag (2006:451) om offentliga uppköpserbjudanden på aktiemarknaden), Watchtower has on June 4, 2007, prior to the 
announcement of the Offer in relation to the Stockholm Stock Exchange, and on June 11, 2007, in the press release announcing the Offer in relation to the holders of Telelogic shares, 
undertaken to comply with the Stockholm Stock Exchange’s Rules regarding Takeover Offers on the Stock Market (the “Takeover Rules”) and the Swedish Securities Council’s (Aktie-
marknadsnämnden) rulings regarding interpretation and application of the Takeover Rules1), and to submit to the sanctions that may be imposed by the Stockholm Stock Exchange 
upon breach of the Takeover Rules. On June 11, 2007 in connection with the announcement of the Offer, Watchtower informed the Swedish Financial Supervisory Authority of the 
Offer and of the above undertaking in relation to the Stockholm Stock Exchange. The courts of Sweden shall have exclusive jurisdiction over any dispute arising out of or in connection 
with the Offer and the City Court of Stockholm (Stockholms tingsrätt) shall be the court of fi rst instance. The Offer shall be governed by the substantive laws of Sweden.

A Swedish language version of this offer document has been approved by and registered with the Swedish Financial Supervisory Authority (Finansinspektionen) in accordance with 
the provisions of Chapter 2, Section 3 of the Swedish Act on Public Takeover Offers on the Stock Market (lag (2006:451) om offentliga uppköpserbjudanden på aktiemarknaden) 
and Chapter 2 a, Section 9 of the Swedish Financial Instruments Trading Act (lag (1991:980) om handel med finansiella instrument). Approval by and registration with the Swedish 
 Financial Supervisory Authority does not imply that the Swedish Financial Supervisory Authority guarantees that the factual information provided herein is correct or complete. 

In the event of any discrepancy between the English and the Swedish language versions, the Swedish language version of this document shall prevail. 

The description of Telelogic on pages 17–37 in this offer document has been reviewed by the Board of Directors of Telelogic. Watchtower does not represent that the information 
 contained herein with respect to Telelogic is accurate and complete, and does not take any responsibility for such information being accurate and complete.

Information for Holders of Shares Outside Sweden
The Offer pursuant to the terms and conditions presented in this offer document is not being made to persons whose participation in the Offer requires that an additional offer document 
is prepared or registration is effected or that any other measures are taken in addition to those required under Swedish law. This offer document, the relevant acceptance form and any 
related offer documentation are not being distributed and must not be mailed or otherwise distributed or sent in or into any country in which the distribution or offering would require 
any such additional measures to be taken or would be in confl ict with any law or regulation in such country – any such action will not be permitted or sanctioned by Watchtower. Any 
purported acceptance of the Offer resulting directly or indirectly from a violation of these restrictions may be disregarded. The Offer is not being made, directly or indirectly, by use of 
mail or any other means or instrumentality (including, without limitation, facsimile transmission, electronic mail, telex, telephone and the Internet) in or into Australia, Canada, Japan 
or South Africa, and the Offer cannot be accepted by any such use, means, instrumentality or facility of, or from within, Australia, Canada, Japan or South Africa. Accordingly, this 
offer document, the relevant acceptance form and any related offer documentation are not being and should not be mailed or otherwise distributed, forwarded or sent in or into 
 Australia, Canada, Japan or South Africa. Watchtower will not deliver any consideration from the Offer into Australia, Canada, Japan or South Africa. Notwithstanding the foregoing, 
Watchtower retains the right to permit the Offer to be accepted by persons not resident in Sweden if, in its sole discretion, it is satisfi ed that the transaction in question can be under-
taken in compliance with applicable laws and regulations. The availability of the Offer to persons not resident in Sweden may be affected by the laws and regulations of the relevant 
jurisdiction. Persons who are not resident in Sweden should inform themselves about and observe any applicable requirements.

Specifi c Information for U.S. Securities Holders 
The Offer described in this offer document is made for the securities of Telelogic and is subject to the laws of Sweden. It is important that U.S. holders understand that this offer docu-
ment is subject to disclosure and takeover laws and regulations in Sweden that may be different from those in the United States. To the extent applicable, Watchtower will comply with 
Regulation 14E under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). 

Watchtower does intend, however, to treat the Offer as one to which the “Tier II” exemption mentioned in Rule 14d-1(d) under the Exchange Act is applicable. Pursuant to an exemption 
from Rule 14e-5 under the Exchange Act, Watchtower may, from time to time, purchase or make arrangements to purchase shares outside the Offer from the time the Offer was 
announced until the expiration of the acceptance period of the Offer, including purchases in the open market at prevailing prices or in private transactions at negotiated prices, in each 
case, outside of the United States and to the extent permitted under the applicable Swedish laws and regulations. No such purchases have been made. Any such  purchases will not be 
made at prices higher than the Offer Price (as defined herein) or on terms more favorable than those offered pursuant to the Offer unless the Offer Price is increased  accordingly. Any 
future purchases will be made in accordance with applicable laws, rules and regulations. Any purchases of shares in Telelogic outside the Offer by IBM or  Watchtower will be notified 
to Telelogic and the Swedish Financial Supervisory Authority on the following trading day in accordance with the Swedish rules on disclosure of information on acquisition and dis-
posal of shares that took effect on July 1, 2007 subject to the following thresholds: every 5% (up to 30%) and at 50%, 66 2/3% and 90% of the total number of shares and voting rights 
in Telelogic. The Swedish Financial Supervisory Authority will make the information public by no later than at noon the next trading day following receipt by the Swedish Financial 
Supervisory Authority of the notification. Such information regarding purchases of shares in Telelogic outside of the Offer will also be disclosed in the United States.

Neither the U.S. Securities and Exchange Commission nor any securities commission of any state of the United States has (a) approved or disapproved of the Offer; (b) passed upon the 
merits of fairness of the Offer; or (c) passed upon the adequacy or accuracy of the disclosure in this offer document. Any representation to the contrary is a criminal offense in the 
United States.

1)   This includes its former rulings with respect to the rules on public offers for the acquisition of shares issued by the Swedish Industry and Commerce Stock Exchange Committee, where 
applicable.
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THE OFFER IN BRIEF
Price per share in Telelogic: SEK 21 in cash

Start of acceptance period: July 5, 2007

End of acceptance period: August 2, 2007

Estimated date for payment: Approximately one week after the expiry of the acceptance period.

 Watchtower reserves the right to 

 extend the acceptance period and 

 to defer the date of settlement.
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The Offer

International Business Machines Corporation (“IBM”), 

through its indirect wholly-owned subsidiary Watchtower AB 

(“Watchtower ”) (previously Goldcup D 2933 AB), a Swedish 

private limited liability company, announced on June 11, 2007 a 

recommended public cash offer to the holders of all issued and 

outstanding shares in Telelogic AB (publ) (“Telelogic”), to ten-

der all Telelogic shares to Watchtower (the “Offer”). The resolu-

tion to make the Offer was adopted by Watchtower on June 11, 

2007. Telelogic is listed on the Stockholm Stock Exchange 

(Stockholmsbörsen), under the symbol TLOG. 

Watchtower is offering SEK 21 in cash for each Telelogic share 

(the “Offer Price”).

The total value of the Offer amounts to approximately SEK 5.2 

billion, based on 247,179,481 shares outstanding.

Watchtower reserves the right to adjust the Offer Price should 

Telelogic pay any dividend or make any other value transfer 

(värdeöverföring) prior to the settlement of the Offer. In the case 

of a cash dividend or other cash value transfer, the Offer Price 

will be reduced by the same amount as paid out or transferred per 

share. In the case of value transfer in kind, the reduction of the 

Offer Price shall equal the market value of what has been trans-

ferred. Watchtower reserves the right to determine whether this 

adjustment mechanism or condition 7 below (which relates to 

Telelogic not taking any measures that are liable to impair the 

prerequisites for making the Offer or the implementation of the 

Offer) will be invoked. 

The Offer Price represents:
•   a premium of 42% relative to the average closing share price of 

the Telelogic share on the Stockholm Stock Exchange for the 

120 trading-day period up to and including May 31, 2007;

•   a premium of 39% relative to the average closing share price of 

the Telelogic share on the Stockholm Stock Exchange for the 

60 trading-day period up to and including May 31, 2007;

•   a premium of 25% relative to the average closing share price of 

the Telelogic share on the Stockholm Stock Exchange for the 

20 trading-day period up to and including May 31, 2007; and

•   a premium of 21% to the closing share price of the Telelogic 

share on the Stockholm Stock Exchange of SEK 17.3 on 

May 31, 2007. 

May 31, 2007 was the last day of trading prior to market specula-

tion regarding a potential public offer for Telelogic.

Pursuant to an exemption received from the Swedish Securities  

Council (Ruling 2007:21) the Offer is not being made in respect 

of any warrants held by Telelogic’s subsidiary Telelogic  Options 

AB, or certain other options held by employees of the Telelogic 

Group. For more information on the warrants, please see Share 

capital on page 20 of this offer document.

Neither IBM nor Watchtower currently owns or controls any 

Telelogic shares or warrants. Neither IBM nor Watchtower has 

acquired any Telelogic shares or warrants during the last six 

months preceding the day the Offer was announced. 

The Board of Directors of Telelogic unanimously recommends 

that the holders of Telelogic shares accept the Offer.1)

In connection with the preparation of the Offer, IBM has 

 conducted due diligence on Telelogic. As set out in the offer 

agreement described below (see page 40 of this offer document), 

Telelogic has confirmed that no information liable to significant-

ly affect the valuation of the shares in Telelogic has been  disclosed 

either to IBM or Watchtower.

Telelogic and Watchtower have on June 11, 2007 entered into an 

agreement relating to the Offer (which is disclosed in full on 

page 40 of this offer document).2) The offer agreement includes, 

amongst other things, the following key terms and conditions: 

•   Telelogic’s Board has agreed to recommend the Offer and, if a 

higher competing offer for Telelogic is announced, continue to 

recommend the Offer, provided that (i) Watchtower by no later 

1)   Due to conflict of interest, the CEO of Telelogic, Anders Lidbeck, has not participated in Telelogic’s Board of Directors’ deliberations and resolutions 
regarding the Offer.

2)   Pursuant to an exemption from the Swedish Securities Council (Ruling 2007:22), the offer document will not contain appendices to this agreement. 
Furthermore, the parties have, after entering into the offer agreement, agreed to extend the period in section 9.5 of the agreement from ten to twenty 
business days following publication of the Offer announcement.
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The Offer

than the fifth business day following the announcement of the 

higher competing offer increases the Offer Price to a level that 

is equal to or greater than the offer consideration under the 

competing offer; (ii) the terms of the Offer are otherwise sub-

stantially equal to those contained in the competing offer; and 

(iii) Telelogic’s Board does not otherwise reasonably consider 

that it would be in breach of or that it would be clearly inappro-

priate in light of its duties under applicable laws and regula-

tions;

•   Telelogic has agreed to reimburse Watchtower for its costs, fees 

and expenses incurred in connection with the Offer up to a 

maximum amount of SEK 51,907,691 if Telelogic’s Board 

withdraws or adversely modifies its recommendation of the 

Offer and in the event of certain breaches of the agreement. 

The obligation to reimburse is conditional on not being contra-

ry to applicable laws and on the Swedish Securities Council, on 

submission by Watchtower, determining that the fee would not 

violate the Stockholm Stock Exchange’s Rules regarding 

Public Takeover Offers on the Stock Market, the Swedish 

Act on Public Takeover Offers on the Stock Market or good 

 practice on the Swedish Securities Market. Furthermore, 

 Telelogic would not be obliged to reimburse if the Telelogic 

Board  recommends a higher competing offer, provided that (i) 

 Telelogic has not breached certain provisions in the agreement; 

(ii) the Telelogic  Board does not become obliged to recommend 

a revised offer by Watchtower as set forth in the first bullet 

point above; and (iii) the higher competing offer or any other 

higher competing offer is not completed within six months of 

the announcement of the higher competing offer;

•   Telelogic has undertaken, subject to conditions set out in the 

agreement, not to solicit any third party to make a public offer 

for Telelogic;

•   Telelogic has undertaken, to the extent permissible under appli-

cable laws and regulations, not to take any actions that are lia-

ble to frustrate the Offer or propose such actions to the general 

meeting of Telelogic, unless such action is proposed to the gen-

eral meeting by Telelogic shareholders representing at least 

10% of the share capital and the action is approved by the 

general meeting of Telelogic; 

•   Telelogic has agreed to make an offer to the holders of Telelogic  

employee options to waive their rights under the options in 

exchange for cash consideration, such offer to be conditional 

on the Offer being declared unconditional at an acceptance 

level above two-thirds on a fully diluted basis; 

•   Telelogic has undertaken to operate its business in the ordinary 

course and not to engage in transactions or take actions outside 

the ordinary course of business; 

•   Telelogic has made certain representations, including represen-

tations concerning the capital structure of Telelogic and the 

title to Telelogic subsidiaries;

•   Telelogic has also agreed to take certain actions in order to 

facilitate completion of the Offer, such as cooperating with 

Watchtower in the preparation of the offer document and the 

filing of the offer document to the Swedish Financial Supervi-

sory Authority, as well as to give Watchtower the assistance 

necessary to prepare and file applications for regulatory 

approvals; and 

•   Watchtower has agreed, subject to conditions set out in the 

agreement, not to solicit or entice away any key employee of 

the Telelogic Group.

Watchtower has received conditional undertakings from mem-

bers of the Telelogic Board, holding in aggregate approximately 

0.5% of the total number of shares and voting rights in Telelogic, 

to accept the Offer and tender all of their Telelogic shares in 

accordance with the Offer. These undertakings would lapse in 

the event that a third party announces a public offer to acquire all 

outstanding shares in Telelogic at a price per share that is higher 

than the price per share under the Offer. However, if Watchtower  

announces a revised Offer and such revised Offer receives the 

Telelogic Board’s recommendation, the acceptance undertakings 

would become binding again.

Completion of the Offer is subject to the conditions set forth on 

page 5 of this offer document.

The Offer is not subject to any financing conditions and will be 

financed using existing credit facilities and available cash on 

hand at IBM and Watchtower.
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The Board of Telelogic has decided to offer employees that hold 

stock options to waive their rights under the stock options 

redeemed against a cash consideration corresponding to the 

value of their respective stock options, such offer to be condi-

tional on the Offer being declared unconditional at an acceptance 

level above two-thirds on a fully diluted basis. As a result, the 

Offer does not extend to these options or the warrants pertaining 

thereto, which warrants are held by the subsidiary Telelogic 

Options AB.1) The cash consideration to be received per option is 

SEK 21 less the strike price of each option. If Watchtower were 

to increase the Offer Price, the cash consideration per option 

would be increased by the corresponding amount. The period 

during which employees can accept to waive their rights under 

the options in exchange for the cash consideration is identical to 

the acceptance period under the Offer; from and including July 

5, 2007 to and including August 2, 2007. Settlement of the cash 

consideration received in exchange for the waived options will 

commence simultaneously with the settlement of the Offer.  

Employees who hold stock options in Telelogic will be informed 

separately of their possibility to waive their rights under the 

options in exchange for cash consideration.

For more information on options in Telelogic, see Share capital 

on page 20 of this offer document.

Watchtower has through Telelogic offered and will offer relevant 

key people at Telelogic to be part of a separate bonus plan, a so-

called retention arrangement, provided that the Offer is complet-

ed at an acceptance level above 50% of all Telelogic shares on a 

fully diluted basis. The aim of this arrangement is to encourage 

these people to remain with Telelogic or IBM following comple-

tion of the Offer and during an integration phase thereafter. In 

connection with the retention arrangement, the relevant key peo-

ple have been requested to accept certain non-compete and non-

solicitation undertakings to IBM. For more information on the 

retention arrangement, see Background and Reasons for the 

Offer on page 8 of this offer document. 

The Swedish Securities Council has in its ruling 2007:15 issued 

a statement regarding the described arrangement. The Swedish 

Securities Council states that the arrangement complies with 

good practice on the Swedish securities market, provided that the 

Telelogic Board approves the arrangement, the Telelogic share-

holders and the securities market are informed of the arrange-

ment and the CEO, Anders Lidbeck who is part of the arrange-

ment, does not participate in the Telelogic Board’s deliberations 

and resolution regarding the Offer.

In accordance with the Swedish Act on Public Takeover Offers 

on the Stock Market (lag (2006:451) om offentliga uppköps-

erbjudanden på aktiemarknaden), Watchtower has on June 4, 

2007, prior to the announcement of the Offer in relation to the 

Stockholm Stock Exchange, and on June 11, 2007, in the press 

release announcing the Offer in relation to the holders of 

Telelogic  shares, undertaken to comply with the Stockholm 

Stock Exchange’s Rules regarding Public Takeover Offers on the 

Stock Market (the Takeover Rules) and the Swedish Securities 

Council’s (Aktiemarknadsnämnden) rulings regarding interpre-

tation and application of the Takeover Rules , and to submit to 

the sanctions that may be imposed by the Stockholm Stock 

Exchange upon breach of the Takeover Rules.2) On June 11, 2007 

in connection with the announcement of the Offer, Watchtower 

informed the Swedish Financial Supervisory Authority of the 

Offer and of the above undertaking in relation to the Stockholm 

Stock Exchange.

The courts of Sweden shall have exclusive jurisdiction over any 

dispute arising out of or in connection with the Offer and the City 

Court of Stockholm (Stockholms tingsrätt) shall be the court of 

first instance. The Offer shall be governed by the substantive 

laws of Sweden.

In the event of any discrepancy between the English and the 

Swedish language versions of this offer document, the Swedish 

language version of this document shall prevail.

The Offer

1)  Pursuant to an exemption from the Swedish Securities Council (Ruling 2007:21).
2)   This includes its former rulings with respect to the rules on public offers for the acquisition of shares issued by the Swedish Industry and Commerce 

Stock Exchange Committee, where applicable.
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Terms and conditions

THE OFFER
Watchtower is offering SEK 21 in cash for each Telelogic share 

(the “Offer Price”).

Watchtower reserves the right to adjust the Offer Price should 

Telelogic pay any dividend or make any other value transfer 

(värdeöverföring) prior to the settlement of the Offer. In the case 

of a cash dividend or other cash value transfer, the Offer Price 

will be reduced by the same amount as paid out or transferred per 

share. In the case of value transfer in kind, the reduction of the 

Offer Price shall equal the market value of what has been trans-

ferred. Watchtower reserves the right to determine whether this 

adjustment mechanism or condition 7 below will be invoked. 

No commission will be charged in connection with the Offer. 

CONDITIONS TO THE OFFER
Completion of the Offer is conditional upon: 

1.   the Offer being accepted to such an extent that Watchtower 

becomes the owner of more than 90% of the total number of 

shares in Telelogic on a fully diluted basis; 

2.   no other party announcing an offer to acquire shares in 

Telelogic on terms that are more favourable to the sharehold-

ers in Telelogic than the Offer;

3.   with respect to the Offer and the acquisition of Telelogic, 

receipt of all necessary regulatory, governmental or similar 

clearances, approvals and decisions, including from competi-

tion authorities, in each case on terms which, in Watchtower’s 

opinion, are acceptable;

4.   neither the Offer nor the acquisition of Telelogic being wholly 

or partly prevented or materially adversely affected by any 

legislation or other regulation, court decision, public authority 

decision or similar circumstance, which is actual or could rea-

sonably be anticipated, outside the control of Watchtower and 

which Watchtower could not reasonably have foreseen at the 

time of the announcement of the Offer;

5.   no information made public by Telelogic or disclosed by 

Telelogic  to IBM or Watchtower being materially inaccurate, 

incomplete or misleading, and Telelogic not having failed to 

make public any information that should have been made pub-

lic by it; 

6.   there being no circumstances, which Watchtower did not have 

knowledge about at the time of the announcement of the Offer, 

having occurred that have a material adverse effect upon 

Telelogic’s sales, results, liquidity, assets or equity; and

7.   Telelogic not taking any measures that are liable to impair the 

prerequisites for making the Offer or its implementation. 

Watchtower reserves the right to withdraw the Offer made in the 

event that it is clear that any of the above conditions is not ful-

filled or cannot be fulfilled. However, with regard to conditions 

3–7, such withdrawal will only be made provided that the non-

fulfillment of such condition is of material importance to 

Watchtower’s  acquisition of shares in Telelogic. 

Watchtower reserves the right to waive, in whole or in part, one or 

more of the conditions above including, with respect to condition 

1 above, to complete the Offer at a lower level of acceptance.

ACCEPTANCE
Shareholders in Telelogic, whose shares are directly registered 

with VPC AB (“VPC”) (the Swedish Central Securities Deposi-

tory) and who wish to accept the Offer must, during the period 

from and including July 5, 2007 to and including August 2, 2007 

sign and submit a duly completed acceptance form to:

Nordea Bank AB (publ)

Svarspost 204 826 83

SE-110 56 Stockholm

Sweden

Acceptance forms may also be submitted to bank offices or other  

securities firms in Sweden for forwarding, or be sent in the 

attached prepaid envelope, to Nordea. Acceptance forms must be 

submitted or sent by mail in sufficient time prior to the final 

acceptance day in order to be received by Nordea no later than 

5 p. m. (CET) on August 2, 2007. VP account details of current 

holdings of shares will be provided on the pre-printed accept-

ance form mailed together with this offer document. The share-

holders should verify that the information on the acceptance 

form is  correct.

Note that incorrect or incomplete acceptance forms may be dis-

regarded. 

Additional acceptance forms may be obtained from Nordea at 

+46 8 678 04 80.
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Terms and conditions

NOMINEE REGISTERED HOLDINGS
Shareholders in Telelogic whose holdings are registered in the 

name of a nominee in the VPC system, such as a bank or other 

nominee in the VPC system, will not receive this offer document or 

a pre-printed acceptance form. Acceptance shall be made in accord-

ance with the instructions from the nominee of such share holder.

PLEDGED HOLDINGS
Where shares in Telelogic have been pledged in the VPC system, 

the shareholder as well as the pledgee must sign the acceptance 

form.

CONFIRMATION NOTICES AND TRANSFER OF 
SHARES TO BLOCKED VP ACCOUNTS
Following receipt and registration by Nordea of duly completed 

acceptance forms, the shares will be transferred to a newly 

opened, blocked VP account (a non-cash transfer account) in the 

name of each shareholder. Each shareholder will receive as con-

firmation a VPC statement indicating the number of shares trans-

ferred from the shareholder’s original VP account and a VPC 

statement showing the deposit of shares into the newly opened, 

blocked VP account in the name of the holder.

SETTLEMENT
Settlement (payment of consideration to the shareholders in 

 Telelogic) will not commence until Watchtower has announced 

that the conditions for the Offer have either been satisfied or 

waived. Settlement of the Offer is, subject to such announce-

ment, expected to begin approximately one week after the expiry 

of the acceptance period.  Holders of shares who accept the Offer 

will receive a confirmation in the form of a contract note. If the 

relevant shares are registered with a nominee, the contract note 

will be sent by that nominee. Payment will be credited to the cash 

account tied to the VP account of the shareholder. Shareholders 

who do not have a cash account tied to the VP account, and share-

holders who have a bankgiro account, will receive payment by 

payment advice. In connection with settlement, tendered shares 

will be removed from the blocked VP account, and the account 

will be closed. Shareholders will not receive notice confirming 

the removal of the blocked VP account. If the shareholding is 

registered in the name of a nominee, the statement will be sent to 

the nominee. 

If the shares are pledged, payment will be made to the bank 

account connected to the pledge account or by payment advice if 

there is no bank account.

RIGHT TO EXTEND THE OFFER, ETC
Watchtower reserves the right to extend the acceptance period of 

the Offer and in connection therewith prescribe that the above 

mentioned conditions also will apply during the extended accept-

ance period, as well as to defer the date of settlement.

RIGHT TO WITHDRAW ACCEPTANCE
Holders of shares in Telelogic have the right to withdraw their 

acceptance. To be valid, a withdrawal must be received in writing 

by Nordea (at the address above), before an announcement is 

made by Watchtower that the conditions for the completion of 

the Offer have been satisfied or, if such an announcement has not 

been made during the acceptance period, not later than 5 p.m. 

(CET) on the last day that acceptance can be made. Shareholders 

in Telelogic holding nominee registered shares wishing to with-

draw their acceptance shall do so in accordance with instructions 

from the nominee. If any conditions of the Offer, which 

Watchtower  may waive, remain during any extension of the 

Offer, the right to withdraw an acceptance will apply in the same 

manner during any such extension.

MARKET PURCHASES OF SHARES OUTSIDE 
OF THE OFFER
IBM and Watchtower may purchase, or make arrangements to 

purchase shares in Telelogic outside of the Offer from the time 

the Offer was announced until the expiration of the acceptance 

period of the Offer, including purchases in the open market at 

prevailing prices or in private transactions at negotiated prices 

outside of the United States and, in each case, to the extent per-

mitted under the applicable Swedish laws and regulations. No 

such purchases have been made. Any such purchases will not be 

made at prices higher than the Offer Price (as defined herein) or 

on terms more favorable than those offered pursuant to the Offer 

unless the Offer Price is increased accordingly. Any future pur-

chases will be made in accordance with applicable laws, rules 

and regulations. Any purchases of shares in Telelogic outside the 

Offer by IBM or Watchtower will be notified to Telelogic and the 

the Swedish Financial Supervisory Authority on the following 

trading day in accordance with the Swedish rules on disclosure 

of information on acquisition and disposal of shares that took 

effect on July 1, 2007 subject to the following thresholds: every 

5% (up to 30%) and at 50%, 66 2/3% and 90% of the total number 

of shares and voting rights in Telelogic. The Swedish Financial 

Supervisory Authority will make the information public by no 

later than at noon the next trading day following receipt by the 

Swedish Financial Supervisory Authority of the notification. 

Such information regarding purchases of shares in Telelogic 

 outside of the Offer will also be disclosed in the United States.
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COMPULSORY ACQUISITION AND DELISTING 
As soon as practicable following Watchtower’s acquisition of 

shares representing more than 90% of the total number of shares 

in Telelogic, Watchtower intends to initiate a compulsory acqui-

sition procedure of the then outstanding minority shares. In con-

nection hereto, Watchtower intends to have the shares in Telelogic  

de-listed from the Stockholm Stock Exchange. It should be noted 

that delisting of a share implies different tax consequences than 

those for listed shares.

Terms and conditions
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Telelogic is a leading provider of software development solutions 

with more than 8,000 customers worldwide, primarily in the aer-

ospace and defense, telecommunications and electronics indus-

tries. Telelogic products help organizations define, model, build, 

test, deliver and govern the development of complex systems, 

including real-time and embedded software systems. For exam-

ple, a consumer electronics company could use IBM and 

Telelogic technologies to design an intelligent home network that 

controls the entertainment devices, security systems, appliances 

and lighting. An automotive manufacturer would use IBM and 

Telelogic solutions to build and deliver software that runs the 

navigation systems in vehicles.

Together, IBM, Telelogic, and our business partners, will accel-

erate our customers’ ability to develop high-quality complex sys-

tems. Clients will benefit from the combined technologies and 

services of both companies, providing them a wider range of 

software and system development capabilities from which to 

build complex systems. Our business partners will be able to lev-

erage an extended enterprise lifecycle systems solutions and 

Telelogic partners will benefit from access to IBM’s world class 

ecosystem and programs. Telelogic will have access to IBM’s 

worldwide channels allowing for expansion and extension to a 

wide array of customers. IBM plans to preserve client investment 

in both Telelogic and IBM products, providing customers with 

increased choice and flexibility throughout the entire software 

development lifecycle.

Telelogic will over-time become part of the Rational Software 

division of IBM, reporting to Dr. Danny Sabbah, General 

Manager of IBM Rational Software. 

IBM has high regard for Telelogic’s management team and 

employees and intends to continue the excellent employee rela-

tions that it believes exist at Telelogic. Telelogic’s employees, 

products and technology are, and will continue to be, very impor-

tant for the continued successful development of the business. 

Following completion of the Offer IBM and Watchtower intend, 

together with Telelogic’s management, to continously develop 

Telelogic’s business. IBM and Watchtower intend to continously 

develop the management structure in cooperation with manage-

ment. Organic growth and acquisitions will continue to be a very 

important part of the strategic development of Telelogic.

Watchtower has through Telelogic offered and will offer relevant 

key people at Telelogic to be part of a separate bonus plan, a so-

called retention arrangement, provided that the Offer is complet-

ed at an acceptance level above 50% of all Telelogic shares on a 

fully diluted basis. The aim of this arrangement is to encourage 

these people to remain with Telelogic or IBM following comple-

tion of the Offer and during an integration phase thereafter. 

Agreements on the retention arrangement had, at the time of the 

announcement of the Offer, been entered into with 13 executives 

within Telelogic, who will receive bonus payments during a 

 period of one to three years. The payments are conditional upon 

certain general performance requirements as well as upon 

 continued employment during the relevant period. In connection 

with entering into the retention arrangement agreement, these 

executives have accepted certain non-compete and non-solicita-

tion undertakings to IBM. Furthermore, after the announcement 

of the Offer, Watchtower has through Telelogic offered, or will 

offer, additional key people at Telelogic to be part of the retention 

arrangement. These people have been offered, or will be offered, 

bonus payments during a period of two years on average. The 

payments are conditional upon certain general requirements of 

performance as well as upon continued employment during the 

relevant period. The arrangement may result in payments of up to 

USD 22 million and may comprise approximately 15% of the 

Telelogic employees.

Further reference is made to the information contained in this 

offer document, which has been prepared for the purpose of the 

Offer. 

The description of Telelogic on pages 17–37 in this offer docu-

ment has been reviewed by the Board of Directors of Telelogic . 

Assurance is given that, to the best knowledge of the Board of 

Directors of Watchtower, the information regarding IBM and 

Watchtower presented in the offer document conforms with 

actual conditions. 

Stockholm, June 29, 2007

Watchtower AB

The Board of Directors

Background and reasons for the Offer



9

On June 11, 2007, in connection with the announcement by Watchtower of the Offer, the following statement was published by the 

Telelogic Board of Directors.

Statement by the Board of Directors of Telelogic

News Release

NOT FOR RELEASE, DISTRIBUTION OR PUBLICATION INTO OR IN AUSTRALIA, CANADA, 
JAPAN OR SOUTH AFRICA

Telelogic’s Board of Directors recommends the 
offer from IBM

MALMÖ, Sweden – June 11, 2007 – Statement by the Board of Directors of Telelogic AB 
(publ) in relation to the public offer from International Business Machines Corporation.

Summary
• Offer price of SEK 21 in cash per Telelogic share, which values the Offer at approximately 

SEK 5.2 billion. 
• The Offer represents a premium of approximately (i) 21 per cent to the closing share price on 

31 May 2007, being the last day prior to market speculation regarding a potential acquisition 
of Telelogic; (ii) 25 per cent to the average closing share price for the last 20 trading days up 
to and including 31 May 2007; (iii) 39 per cent to the average closing share price for the last 
60 trading days up to and including 31 May 2007; and (iv) 42 per cent to the average closing 
share price for the last 120 trading days up to and including 31 May 2007.

• The Board of Directors of Telelogic unanimously recommends shareholders to accept the 
Offer.1

• A press conference will be held at Operaterrassen, in Stockholm, today at 13.00 (CET). 
Details are set out below.

Bo Dimert, Chairman of the Board of Telelogic, said: “After carefully evaluating the Offer and 
considering the future prospects of Telelogic, it is the Board’s opinion that the transaction is 
favourable to our shareholders. Therefore, the Board unanimously recommends this Offer. By 
combining with IBM, Telelogic will have a greater opportunity to accelerate its growth globally 
and be able to provide customers a more comprehensive solution for complex software 
development.” 

Anders Lidbeck, President and CEO of Telelogic, said: “This transaction creates potential for 
offering our customers further support in developing and implementing complex systems across 
the globe. Our combined customer base will now be able to leverage a full powerful end-to-end 
set of products and services. For our employees, the transaction has potential to create new, 
interesting opportunities worldwide in a leading IT company.”

Background 
This statement is issued by the Board of Directors of Telelogic AB (publ) (“Telelogic”) pursuant 
to section II.14 of the Stockholm Stock Exchange Takeover Rules.

Today, International Business Machines Corporation (“IBM”), through its indirect wholly-
owned subsidiary Goldcup D 2933 AB (with a proposed change of name to Watchtower AB) 
(“Watchtower”), announced a public cash offer to the shareholders of Telelogic to acquire all

1  The President and CEO of Telelogic, Anders Lidbeck, has not participated in Telelogic’s Board of Directors’ 
deliberations and resolutions regarding the Offer and this recommendation.

Page 1 of 4
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outstanding shares of Telelogic (the “Offer”). Telelogic’s shareholders are offered SEK 21 in cash 
for each Telelogic share tendered.

Together, Telelogic and IBM will be able to expand and accelerate its customers’ ability to define, 
model, build, test, deliver and govern the development of complex systems with higher quality 
and faster time to market. Telelogic will also benefit from access to IBM’s worldwide sales and 
services organization.

After completion of the transaction, Telelogic will become part of IBM’s Rational Software unit.

IBM has stated that it believes that Telelogic’s employees, products and technology are, and will 
continue to be, very important for the continued successful development of the business. 
Furthermore, according to IBM, organic growth and acquisitions will continue to be an important 
part of the strategic development of Telelogic. The Board of Directors of Telelogic trusts that this 
description is accurate and has no different opinion.

For details regarding the Offer, please see today’s offer announcement from IBM.

Members of the Board of Directors of Telelogic holding shares in Telelogic have irrevocably 
undertaken to accept the Offer and tender all of their Telelogic shares into the Offer. Those board 
members hold in aggregate approximately 0.5 per cent of the issued and outstanding share capital 
and voting rights in Telelogic. The irrevocable undertakings would lapse in the event that a third 
party announces a public offer to acquire all outstanding shares in Telelogic at a price per share 
that is higher than the price per share under the Offer. However, if Watchtower announces a 
revised Offer and such revised Offer receives the Telelogic Board’s recommendation, the 
irrevocables would become binding again.

As set forth in IBM’s offer announcement, IBM has offered and will offer relevant key people at 
Telelogic to be part of a separate bonus plan, a so called retention arrangement, provided that the 
Offer is completed at an acceptance level above 50 per cent of all Telelogic shares on a fully 
diluted basis. In connection therewith such employees have been requested to accept certain no-
compete and non-solicitation undertakings to IBM. The Swedish Securities Council has accepted 
this arrangement, subject among other things to the Telelogic Board’s prior approval.2 The Board 
has approved such an arrangement, provided that it be made conditional upon the Offer being 
completed at an acceptance level above 50 per cent of all Telelogic shares on a fully diluted basis. 
Further information on the retention arrangement will be set out in the offer document that will be 
drawn up and published by IBM for the purposes of the Offer.

Due diligence and offer agreement
At IBM’s request, the Board of Directors of Telelogic has permitted IBM to perform due 
diligence prior to the announcement of the Offer, since the Board of Directors judged that a public 
offer from IBM would be of interest for Telelogic’s shareholders to assess.

Telelogic and IBM have entered into an offer agreement, the content of which is summarized in 
IBM’s offer announcement. As set forth therein, Telelogic has agreed, subject to among other 
things approval from the Swedish Securities Council, to reimburse Watchtower for costs, fees 
and expenses incurred in connection with the Offer if Telelogic’s Board of Directors withdraws 
or adversely modifies its recommendation of the Offer and in the event of certain breaches of 
the agreement. The offer agreement will be disclosed in its entirety in the offer document that 
will be drawn up and published by IBM for the purposes of the Offer.

Employee stock options
The Board of Directors of Telelogic has agreed with IBM that the holders of Telelogic employee 
stock options are to be offered to waive their rights under these options in exchange for cash 
consideration, conditional upon the Offer being declared unconditional at an acceptance level

2  Securities Council Statement 2007:15.

Page 2 of 4
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above two-thirds of all Telelogic shares on a fully diluted basis. The employees concerned will be 
informed separately of the details of such offer.

The recommendation by the Board of Directors
The Board of Directors has based its recommendation on an evaluation of factors and 
considerations that the Board has deemed relevant in relation to the Offer. These include, but are 
not limited to, Telelogic’s current and estimated forward operating and financial performance in a 
highly competitive environment, Telelogic’s position in the consolidating software development 
industry, the commercial benefits of the proposed combination, other strategic alternatives 
available to Telelogic and its potential to make the necessary investments to increase its scale and 
generate enhanced shareholder value on a stand-alone basis. It is the opinion of the Board, based 
on the strategic plans and objectives set forth in the Offer, that a combination of the two 
companies would create a strong, competitive and stable global platform for the further 
development of Telelogic’s business. 

Telelogic’s Board of Directors has been advised by financial and other advisers in its assessment 
of the Offer. The Board of Directors’ financial adviser is UBS Limited (“UBS Investment Bank”) 
and its legal adviser is Advokatfirman Vinge KB. UBS Investment Bank has issued a Fairness 
Opinion to the Board of Directors with the opinion that, subject to the qualifications and 
assumptions therein, the consideration offered is fair from a financial point of view. The Fairness 
Opinion will be disclosed in its entirety in the offer document that will be drawn up and published 
by IBM for the purposes of the Offer and should be read in full to understand the limitations set 
out therein.3 

Based on the above, the Board of Directors of Telelogic unanimously recommends the 
shareholders of Telelogic to accept the Offer.4

This statement shall in all respects be governed by and construed in accordance with Swedish law. 
Any dispute arising out of or in connection with this statement shall be settled exclusively by 
Swedish courts.

Malmö, 11 June 2007

Board of Directors
Telelogic AB (publ)

3  In its capacity as Telelogic’s fi nancial adviser in connection with this transaction, UBS Investment Bank is 
entitled to receive a so called success fee in the event that an offer for Telelogic is completed.
4  Due to a potential confl ict of interest - caused by the fact that he has entered into a retention arrangement 
with IBM and accepted certain no-compete and non-solicitation undertakings to IBM in connection 
therewith (see above and Securities Council Statement 2007:15) - Anders Lidbeck, who is also the President 
and CEO of Telelogic, has not participated in Telelogic’s Board of Directors’ deliberations and resolutions 
regarding the Offer and this recommendation.

Page 3 of 4
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 UBS Limited 
1 Finsbury Avenue 
London, EC2M 2PP 
Tel. +44-20-7567 8000 
 
www.ubs.com 

 
 
 

 

UBS Limited is a subsidiary of UBS AG 
UBS Limited is incorporated as a limited liability company in England & Wales  Registered Address: 1 Finsbury Avenue, London EC2M 2PP Company Number: 2035362 
UBS Limited is a member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority.  

 
The Board of Directors   
    
Telelogic AB (publ) 
P.O. Box 4128 
SE-203 12 Malmö 
Sweden 
 
 

10 June 2007 
 
 

Dear Sirs, 
 
The Board of Directors of Telelogic AB (publ) (the “Company” or “Telelogic”) has requested UBS 
Limited (“UBS”) to provide you with an opinion (the “Opinion”) as to the fairness from a financial 
point of view of the Consideration (as defined below). 
 
The Chairman of the Board of Directors was informed on 10 June 2007 that International Business 
Machines Corporation (“IBM”) was intending on making a public offer to the shareholders of 
Telelogic to acquire all the issued and outstanding shares of the Company (the “Offer”). The Offer 
is intended to be made public on 11 June 2007 through a press release. Pursuant to the Offer, the 
shareholders of Telelogic will be offered SEK 21.0 in cash per share (the “Consideration”). The 
Consideration is subject to adjustment in the event that Telelogic would pay any dividend or make 
any other value transfer prior to settlement of the Offer. In the case of a cash dividend or other 
cash value transfer, the Consideration will be reduced by the same amount as paid out or 
transferred per share. In the case of value transfer in kind, the reduction of the Consideration shall 
equal the market value of what has been transferred. 
 
UBS has acted as financial adviser to Telelogic in connection with the Offer and will receive a fee 
for its services, a substantial portion of which is contingent upon completion of the Offer.  
 
From time to time, UBS, other members of the UBS Group (which for this letter means UBS AG and 
any subsidiary, branch or affiliate of UBS AG) and any of their predecessors may have provided 
investment banking services to IBM and Telelogic or any of their affiliates and received customary 
compensation for the rendering of such services. In the ordinary course of business, UBS, any 
members of the UBS Group or their successors may trade securities of IBM and Telelogic for their 
own accounts or for the accounts of their customers and, accordingly, may at any time hold long or 
short positions in such securities.   
 
In determining our Opinion we have used such customary valuation methodologies as we have 
deemed necessary or appropriate for the purposes of this Opinion. 
 
The Opinion does not address the relative merits of the Offer as compared to other business 
strategies or transactions that might be available with respect to the Company. We have not been 

Fairness opinion
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asked to, nor do we, offer any opinion as to the material terms of the Offer, other than the 
financial terms thereof, or the form of the Offer. Our Opinion does not necessarily reflect such 
factors as hedging and transaction costs, credit considerations, market liquidity and bid-ask 
spreads, all of which could be relevant in establishing a price for the Company’s shares.  
 
In rendering this Opinion, we have assumed that the Offer completes in accordance with the terms 
of IBM’s draft announcement in all material respects and that all conditions to the Offer are met or 
waived by IBM. 
 
In determining our Opinion, we have, among other things:  
 
(i)  reviewed certain publicly available business and historical financial information relating to 

the Company; 
 
(ii)   reviewed a final draft announcement, dated 10 June 2007, containing the terms and 

conditions of the Offer; 
  
(iii)  reviewed certain internal financial information and other data relating to Telelogic, 

including short-term estimates prepared by management of the Company, that were 
provided to us by the Company and are not publicly available; 

 
(iv)  conducted discussions with, and relied on statements made by, members of the senior 

management team of Telelogic concerning the business and long-term financial prospects 
of the Company; 

 
(v)  reviewed publicly available financial and stock market information with respect to certain 

other companies in lines of business we believe to be generally comparable to those of the 
Company; 

 
(vii) compared the financial terms of the Offer with the publicly available financial terms of 

certain other transactions which we believe to be generally relevant; 
 
(viii) reviewed publicly available information in relation to the price and trading volumes of 

Telelogic shares; and 
 
(ix) conducted such other financial studies, analyses, and investigations, and considered such 

other information as we deemed necessary or appropriate. 
 
In connection with our review, at your direction, we have assumed and relied upon, without 
independent verification, the accuracy and completeness of the information that was publicly 
available or was furnished to us by or on behalf of the Company, or otherwise reviewed by us for 
the purposes of this Opinion, and we have not assumed and we do not assume any responsibility 
or liability therefor. In addition, we have not made any independent valuation or appraisal of the 
physical assets of the Company, nor have we been furnished with any such evaluation or appraisal. 
 
With respect to the short-term estimates and long-term financial prospects, prepared by and 
communicated by the Company to UBS as referred to above, we have assumed, at your direction, 
that they have been reasonably prepared on a basis reflecting the best currently available estimates 
and judgments of the management of the Company as to the future performance of the Company. 
In addition, we have assumed with your approval that the future financial results referred to above 
will be realised in the amounts and time periods contemplated thereby.  
 
To the extent we have relied on publicly available financial forecasts from various equity research 
analysts, we have assumed that they have been reasonably prepared based on assumptions 

Fairness opinion
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reflecting the best currently available estimates and judgments by the analysts as to the expected 
future results of operations and financial condition of the companies for which they have published 
financial forecasts. With regards to research published on Telelogic, management of the Company 
have confirmed that it believes such forecasts to be reasonably prepared and based on estimates in 
line with the Company’s own internal financial forecasts. 
  
Our Opinion is necessarily based on the economic, regulatory, market and other conditions as in 
effect on, and the information made available to us as of, the date hereof. It should be understood 
that subsequent developments may affect this Opinion, which we are under no obligation to 
update, revise or reaffirm.  
 
We accept no responsibility for the accounting or other data and commercial assumptions on 
which this Opinion is based.  Furthermore, our Opinion does not address any legal, regulatory, 
taxation or accounting matters, as to which we understand that the Company has obtained such 
necessary advice as it deemed necessary from qualified professionals. 
 
Based on and subject to the foregoing, it is our Opinion, as of the date hereof, that the 
Consideration is fair, from a financial point of view.  
 
This letter and the Opinion are provided solely for the benefit of the Board of Directors of the 
Company, in their capacity as Directors of the Company, in connection with the Offer.  This letter is 
not on behalf of, and shall not confer rights or remedies upon, may not be relied upon, and does 
not constitute a recommendation by UBS to, any holder of securities of the Company or any other 
person other than the Board of Directors of the Company.   
 
This letter may not be used for any other purpose, or reproduced (other than for the Board of 
Directors, acting in such capacity, and its advisers), disseminated or quoted at any time and in any 
manner without our prior written consent. However, the Company may, subject to UBS’s consent 
on each occasion and inclusion of appropriate disclaimers in a form to be approved by UBS on a 
case by case basis, refer to the existence of the Opinion in any press release issued by the Company 
in connection with the Offer and a subsequent offer document. 
 
We accept no responsibility to any persons or entities other than the Board of Directors of the 
Company in relation to the contents of this letter, even if it has been disclosed with our consent. 
 
This Opinion has been drafted in the English language. Should a version become available in a 
different language, the English text shall prevail in the event of an inconsistency between the two 
versions. 
 

Yours faithfully 
UBS Limited, 

 
 
 

                                    
 _________________________  _________________________ 
 Tom Cooper     Knut Ramel 

 Managing Director    Managing Director 

 
 

Fairness opinion
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SWEDISH TAXATION UPON 
DISPOSAL OF SHARES
For shareholders that accept the Offer and dispose of their shares, 

capital gains taxation will arise. A capital gain or capital loss is 

calculated as the difference between the sales proceeds, less any 

sales costs, and the acquisition cost of the sold shares. Please 

note that the acquisition cost may have been affected by other 

transactions or offerings.2) 

When calculating a capital gain or capital loss, the acquisition 

cost for all shares of the same class and type are added together 

and calculated collectively in accordance with the average 

method (Sw. genomsnittsmetoden). For listed shares the acquisi-

tion cost may alternatively be determined in accordance with the 

standard method to 20% of the sales proceeds less any sales 

costs. 

Private Individuals
For private individuals, all income from capital, such as interest, 

dividend and capital gains, is taxed in the capital income catego-

ry. The tax rate is 30%. Capital losses on listed shares may be 

fully offset against capital gains on shares and other listed securi-

ties that are taxed as shares3) realised in the same year as the capi-

tal loss. Should a deficit arise in the capital income category, 

such deficit may reduce the tax on income from employment and 

business operations as well as real estate tax. A tax reduction of 

30% is provided for deficits that do not exceed SEK 100,000 and 

21% of any remaining deficit. The deficit cannot be carried for-

ward to later fiscal years.

Limited Liability Companies 
For limited liability companies (Sw. aktiebolag), all income, 

including capital gains, is taxed as income from business opera-

tions. The tax rate is 28%. Deductible capital losses on shares 

may only be offset against taxable capital gains on shares and 

other securities that are taxed as shares. If a capital loss cannot be 

deducted by the company that has suffered the loss, it may, in 

certain cases, be offset against capital gains on shares and other 

securities that are taxed as shares realised by another company 

within the same group, provided that group contributions are 

permitted among the companies. Capital losses that cannot be 

utilized during a certain year may be carried forward and be off-

set against capital gains on shares and other securities taxed as 

shares in future years without any limitation in time. Special tax 

provisions apply to certain categories of companies.

Certain Swedish Tax Issues for shareholders with 
limited tax liability in Sweden
Holders of Telelogic shares who are not resident in Sweden for 

tax purposes (limited tax liability) and who are not carrying on 

business operations from a fixed place or a permanent establish-

ment in Sweden are generally not liable for capital gains taxation 

in Sweden upon disposal of shares (see below regarding certain 

exceptions). Such holders may, however, be liable for tax in their 

country of residence. Such holders should seek advice from their 

own tax advisor on the particular tax consequences that may arise 

for them as a result of the Offer. Private individuals not resident 

in Sweden for tax purposes may be liable for capital gains taxa-

tion in Sweden upon disposal of Swedish shares if they have been 

resident in Sweden or lived permanently in Sweden at any time 

during the year of the disposal or the ten calendar years preced-

ing the year of disposal. However, in many cases this rule is lim-

ited by tax treaties Sweden has concluded with other countries. It 

should be noted that Swedish withholding tax is levied on cash 

payments distributed in case of a merger.

Tax issues in Sweden

Below follows a summary of certain Swedish tax issues arising from the Offer relating to shareholders who are resident in Sweden for tax 

purposes, unless otherwise is stated. The summary is intended as general information only and does not cover situations where shares 

are held as current assets in business operations or by a partnership. The special provisions governing tax free capital gains (including 

non-deductible capital losses) that may be applicable on holdings in Telelogic that are deemed to be held for business purposes1) are not 

covered. Furthermore, the special provisions that may apply to holdings in companies that are, or previously have been, a closely held 

company or on shares acquired on the basis of such holdings are not covered. Special tax provisions apply to certain categories of cor-

porate shareholders. The tax treatment of each individual shareholder depends in part on the shareholder’s particular circumstances. 

Therefore, each shareholder is advised to consult a tax advisor on the tax consequences that could arise from the Offer on their part.

1)   Listed shares are deemed to be held for business purposes if the shareholding constitutes a capital asset for the investor and the holding amounts to at 
least 10% of the voting rights or is connected to the business conducted by the owner company (or another closely associated company defined in 
certain manner). Listed shares must be held for a certain time in order for the provisions to apply.

2)   See for example the Swedish Tax Agency’s general advice SKV A 2005:47. 
3)   With the exception of shares in Swedish mutual funds consisting solely of receivables denominated in the Swedish currency (interest funds).
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IBM is a globally integrated innovation company, serving the needs of enterprises and institutions worldwide. 

IBM is incorporated in New York, US and listed on the New York Stock Exchange under the symbol IBM. In 

2006, IBM’s total revenues amounted to approximately USD 91.4 billion. 

Watchtower is a Swedish limited company and is indirectly wholly owned by IBM. Watchtower’s corporate iden-

tity number is 556730-4018 and its registered office is in the municipality of Stockholm. Watchtower’s address 

is c/o IBM Legal Department Stockholm, SE-164 92 Stockholm, Sweden. Watchtower was established on May 

24, 2007. Watchtower has never conducted any business and at present does not conduct any business and its 

sole purpose is to make the Offer and take all actions to finance and complete the Offer and subsequently  operate 

as parent company of Telelogic. 

The Offer is not subject to any financing conditions and will be financed using existing credit facilities and 

available cash on hand at IBM and Watchtower.

For more information about IBM, go to www.ibm.com.

Information on IBM and Watchtower
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OPERATIONS
Telelogic is a global supplier of software solutions to optimize, 

align, and automate its customers’ business processes.

Telelogic offers software solutions for requirements manage-

ment, software asset management and enterprise architecture 

modeling. Telelogic also offers consulting and training services. 

Telelogic’s software solutions can be used independently or in 

combination. 

Telelogic’s customers primarily include larger, leading compa-

nies within numerous business areas. Sectors of particular inter-

est include aerospace and defence, telecom, automotive, banking 

and finance as well as software and systems companies. 

Telelogic is divided into three primary geographical markets; 

EMEA (45% of 2006 sales), Americas (42% of sales) and Asia/

Pacific (13% of sales). 

Telelogic has its own companies in twenty countries and has been 

listed on the O-list of the Stockholm Stock Exchange since 

March 1999.

PRODUCT GROUPS
Requirements management solutions
Telelogic offers two software solutions for requirements 

management:

•  Telelogic Focal Point™

•  Telelogic DOORS®

Focal Point is a web-based solution for decision support, product 

management, and portfolio management, especially in require-

ment analysis. DOORS is a requirements management tool that 

helps customers gather, sort, analyze, communicate, and follow 

up on requirements within and between organizations through-

out a project. A majority of sales comes from DOORS.

Software assets management solutions
Telelogic offers two software solutions within the product cate-

gory:

•  Telelogic Synergy™

•  Telelogic Change™

Telelogic Synergy is the company’s tool family for managing 

changes, configurations, and versions in development projects. 

Change is an add-on to Synergy. A majority of sales comes from 

Synergy.

Enterprise architecture and modeling solutions
Telelogic offers numerous products within the product category. 

The three largest include: 

•  Telelogic System Architect®

•  Telelogic Rhapsody®

•  Telelogic Tau®

These products cover two different areas within modeling. 

Systems  Architect is used for modeling of business processes. 

Rhapsody and Tau are used for modeling of software; Tau for 

embedded systems and Rhapsody for general IT applications. 

Sales of Rhapsody is somewhat higher than sales of System 

Architect and Tau. 

SHAREHOLDERS’ AGREEMENTS ETC.
To the knowledge of the Board of Directors of Telelogic, there 

are no agreements among shareholders of   Telelogic, among share-

holders and Watchtower or IBM, or between shareholders and 

Telelogic (other than those described in this offer document).

LEGAL PROCEEDINGS 
Currently, Telelogic is involved in a few legal proceedings of 

normal commercial nature, of which none is expected to have 

significant impact on the company’s results. 

Information on Telelogic
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Information on Telelogic

SUMMARY OF FINANCIAL INFORMATION

January 1 – December 31 (MSEK) 2006 IFRS 2005 IFRS 2004 IFRS

Income statement

Licensing and maintenance revenues 1,253 1,026 854

Consulting and other revenues 272 264 185

Net sales 1,525 1,290 1,039

Licensing and maintenance expenses –75 –60 –56

Consulting and other expenses –213 205 –146

Gross income 1,236 1,025 837

Sales expenses –644 –528 –428

Administrative expenses –114 –95 –78

Product development expenses –231 –192 –154

Other costs –33 –16 –1

Operating income 215 195 175

Net financial income/expenses –6 7 3

Pre tax profit 209 202 178

Tax –50 –37 –43

Income after tax 160 165 134

Balance sheet

Total non-current assets 1,438 928 457

Total current assets 1,017 1,032 689

Total assets 2,456 1,959 1,146

Total equity 1,427 1,360 703

Total non-current liabilities 390 3 3

Total current liabilities 638 596 440

Total liabilities 1,029 600 443

Total equity and liabilities 2,456 1,959 1,146

Cash flow

Current operations 289 183 153

Investing activities –728 –299 –45

Financing activities 469 295 8

Cash flow during the period 30 180 116

Liquid funds at beginning of period 447 250 140

Exchange rate difference in liquid funds –15 18 –7

Liquid funds at end of period 462 447 250

Data per share

Earnings per share after full tax, basic 0.65 0.70 0.63

Earnings per share after full tax, diluted 0.65 0.69 0.61
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DEFINITIONS

Gross margin  Gross margin as % of net sales.

Operating margin Operating income as % of sales.

Profit margin  Income after financial items as % of net sales.

Return on operating capital  Operating income as % of average operating capital.

Return on capital employed  Operating income plus financial income as % of average capital employed.

Return on shareholders’ equity  Net income after tax in relation to average shareholders’ equity.

Operating capital  Balance sheet total minus non-interest-bearing debts, and cash and bank accounts.

Capital employed  Balance sheet total non-interest-bearing debts.

Shareholders’ equity   Shareholders’ equity at year-end. Calculated as shareholders’ equity plus shareholders equity share of 

untaxed reserves.

Net interest-bearing debt  Interest-bearing debts minus cash and bank accounts.

Equity/assets ratio  Shareholders’ equity as % of balance sheet total.

Earnings per share  Profit for the year divided by average number of shares.

Earnings per share after full dilution  Profit for the year divided by average number of shares after full dilution.

SUMMARY OF FINANCIAL KEY RATIOS

Key ratios 2006 IFRS 2005 IFRS 2004 IFRS

Gross Margin, (%) 81.1 79.4 80.5

Operating Margin, (%) 14.1 15.1 16.9

Profit Margin, (%) 13.7 15.6 17.1

Return on operating capital, (%) 18.3 27.6 37.9

Return on capital employed, (%) 13.9 19.3 27.2

Return on equity, (%) 11.5 16.0 21.4

Capital structure

Operating capital 1,402 952 463

Capital employed 1,864 1,400 712

Equity 1,427 1,360 703

Interest-bearing net debts, –25 –408 –240

Equity/assets ratio, (%) 58.1 69.4 61.3
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SHARE CAPITAL AND OWNERSHIP 
STRUCTURE
The Telelogic share was initially offered on the O-list of the 

Stockholm Stock Exchange on March 8, 1999. The initial offer-

ing price was SEK 5.00, recalculated after splits. Telelogic is 

listed on the Stockholm Stock Exchange, under the symbol 

TLOG. One trading lot comprises 1,000 shares.

SHARE CAPITAL
The registered share capital of Telelogic totalled SEK 2,471,795 

as at May 31, 2007, distributed among 247,179,481 shares. All 

 Telelogic shares entitle to one vote per share, and all shares carry 

equal rights to the company’s profit and assets.

On May 3, 2007, the Annual General Meeting resolved to author-

ize the Board of Directors, for the period up until the next Annual 

General Meeting, on one or several occasions, and with the right 

to deviate from the shareholders’ preferential rights, to resolve to 

issue a maximum of 27,000,000 shares, by issuing shares or war-

rants or raising loans of up to SEK 700 million through new 

issues of convertibles. The purpose of the authorization is to ena-

ble the Board of Directors to finance acquisitions through new 

issue. New issue for consideration in cash or by way of set-off of 

claims shall primarily entail preferential rights for the sharehold-

ers. Deviation from this shall only be made in the event of immi-

nent acquisitions where time does not allow a new issue with 

preferential rights for the shareholders. Where the new issues 

deviate from the shareholders´ preferential rights, the subscrip-

tion price shall be set as close as possible to the stock exchange 

quotation at the time. 

The Annual General Meeting 2007 also resolved to authorize the 

Board of Directors, for the period up until the next Annual 

General Meeting, on one or several occasions, to resolve on 

acquisitions of own shares on the Stockholm Stock Exchange, 

and on transfers of own shares on the Stockholm Stock Exchange  

or in other manner than on the Stockholm Stock Exchange, 

including a right to resolve on deviations from the shareholders´ 

preferential rights and on consideration in kind, by way of set-off 

of claims or other conditions. Under the authorization acquisi-

tions may be made of such number of shares that the company’s 

holding of own shares after the acquisition amounts to not more 

than one tenth of all the shares in the company, however not more 

than 24,700,000 shares. The purpose of the authorization is to 

give the Board of Directors extended possibilities to take meas-

ures in order to make the company´s capital structure more effi-

cient and to enable the Board of Directors to transfer own shares 

as consideration in connection with acquisitions or in connection 

with the exercise of call options within the Group’s global option 

plan. Transfers of own shares on the Stockholm Stock Exchange 

may only be made for the purpose of financing acquisitions, and 

deviations from the shareholders’ preferential rights in connec-

tion with transfers outside the Stockholm Stock Exchange may 

only be made in connection with corporate acquisitions or for the 

delivery of shares pursuant to the terms for call options issued by 

the Group. Telelogic does not at the time of this offer document 

hold any own shares.

Furthermore, the Board of Directors was authorized by the 

Annual General Meeting, for the period up to the next Annual 

General Meeting, on one or several occasions, to resolve to issue 

a maximum of 4,500,000 warrants in total, each warrant entitling 

the holder to subscribe for one share in the company. The right to 

subscribe for warrants, with deviation from the shareholder’s 

preferential rights, belong to wholly-owned subsidiaries within 

the Group. The reason for deviating from the shareholders’ pref-

erential rights is to hedge the performance of the option under-

takings in accordance with the option plan set out above, and to 

cover administrative costs and social security contributions and 

equivalent foreign taxes which may arise due to the option plan. 

Furthermore, the Annual General Meeting resolved to authorize 

the Board to, in accordance with the Group’s global option plan, 

resolve to issue a maximum of 2,500,000 call options to be allo-

cated to the employees of the present Group, and to resolve on 

new issue of a maximum of 2,000,000 call options to be allotted 

to employees in companies which are acquired. No such options 

have been issued or allotted.

DIVIDEND POLICY
Since 1999 Telelogic applies a restrictive dividend policy. The 

Annual General Meeting 2007 resolved not to pay any dividend.

Information on Telelogic
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DEVLOPMENT OF THE SHARE CAPITAL
Development of the Telelogic share capital as of May 31, 2007:

Year Transaction Change (number of shares) Total number

1998 Opening balance 0 6,000

1999 Split 1:1000 5,994,000 6,000,000

1999 New issue (stock-market floatation) 2,000,000 8,000,000

2000 Redemption of warrants (owner) 120,000 8,120,000

2000 New issues 1,450,000 9,570,000

2000 Split 1:10 86,130,000 95,700,000

2000 New issues 18,853,494 114,553,494

2000 Exercise of warrants 10,811,470 125,364,964

2001 New issues 61,466,850 186,831,814

2001 Exercise of warrants 2,211,244 189,043,058

2001 Conversion of convertibles 363,576 189,406,634

2002 New issues 7,281,551 196,688,185

2002 Exercise of warrants 4,492,217 201,180,402

2002 Conversion of convertibles 1,656,650 202,837,052

2003 Conversion of convertibles 1,596,420 204,433,472

2004 Exercise of warrants 1,130,506 205,563,978

2004 Conversion of convertibles 11,652,931 217,216,909

2005 Exercise of warrants 1,745,932 218,962,841

2005 Conversion of convertibles 747,130 219,709,971

2005 New issues 23,720,133 243,430,104

2006 Exercise of warrants 3,675,143 247,105,247

2007 Exercise of warrants 74,234 247,179,481

Information on Telelogic

SHAREHOLDERS 
According to the VPC AB share register for direct and nominee registered shareholders, the 10 largest shareholders in Telelogic as of 

May 31, 2007 are: 

Name Total number of shares Holding/Votes (%)

Fjärde AP-fonden 19,736,800 7.98

Swedbank Robur fonder 17,156,346 6.94

IF Skadeforsäkrings AB 12,210,000 4.94

Goldman Sach International LTD, W8IMY 10,478,424 4.24

Lannebo fonder 10,202,700 4.13

AMF Pensionsförsäkrings AB 9,501,000 3.84

SEB fonder 5,531,381 2.24

Fidelity Fd-Europe Small Comp 5,384,000 2.18

Skandia fonder 4,461,099 1.80

Handelsbanken fonder 3,688,372 1.60

Total ten largest shareholders 98,350,122 39.80

Total other largest shareholders 148,829,359 60.20

Total  247,179,481 100.00
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EMPLOYEE STOCK OPTIONS
As of May 31, 2007 Telelogic had five outstanding series of employee stock options granted under the global employee stock option 

plan. Telelogic’s undertakings under the options and certain costs related to the option program are hedged by corresponding series of 

warrants, which are held by a subsidiary of Telelogic, Telelogic Options AB. If all of the employee stock options were exercised to 

acquire shares, 7,611,612 new shares in Telelogic would be issued, after which the total number of shares would reach 254,791,093 

 corresponding to dilution of approximately 2.99%.1)

Program Exercise Price Exercise deadline
Equivalent 

number of shares
Dilution at full 

subscription (%)

TO 10 (2003/2007) 5.15 31-Oct-07 495,401 0.19

TO 11 (2004/2008) 17.3 31-Jul-08 1,308,311 0.51

TO 13 (2005/2010) 17.5 31-Jan-10 2,626,000 1.03

TO 14 (2006/2010) 22.1 31-Oct-10 952,500 0.37

TO 15 (2006/2011) 13.2 31-Jan-11 2,229,400 0.87

Total 7,611,612 2.99

OWNERSHIP STRUCTURE
Distribution of ownership per holding as of May 31, 2007:

Holdings Total shares % Total owners %

1–10,000 36,190,847 14.64 20,231 93.28

10,001–50,000 24,745,344 10.01 1,131 5.21

50,001–100,000 10,337,133 4.18 140 0.65

100,001–1,000,000 56,188,018 22.73 147 0.68

1,000,001–5,000,000 56,570,215 22.89 33 0.15

5,000,001– 63,147,924 25.55 6 0.03

Total 247,179,481 100.00 21,688 100.00

SHARE PRICE DEVELOPMENT
Telelogic share, March 8, 1999 – June 21, 2007: 

Furthermore, former employees of QSS Inc. who are currently employed within the Telelogic group, hold options entitling to acquisition 

of shares in Telelogic. The number of outstanding options are 226,043, each of which entails the right to acquire one Telelogic share. The 

obligation to deliver shares upon any exercise of the options is incumbent on a trust outside the Telelogic group. The trust holds such 

number of Telelogic shares that is necessary to secure the undertakings under the options. Hence, exercise of these options does not 

result in any dilution.

1)   In addition, Telelogic may have additional warrants at its disposal to cover costs (mainly social security contributions) related to the exercise of 
options. The additional potential dilution as a result thereof amounts to approximately 0.67% in total.
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BOARD OF DIRECTORS, EXECUTIVE 
MANAGEMENT AND AUDITORS

BOARD OF DIRECTORS
Jörgen Centerman

Board member since 2005. Born in 1951. He is also the chair-

man of Dacke PMC AB and HMS Networks AB as well as a 

Board member of Micronic Laser Systems AB, XPonCard AB 

and AB Segulah. MSc in Engineering from Lunds University. 

Owns 0 shares in Telelogic.

Bo Dimert

Chairman of the Board. Board member since 2001. Born in 

1943. He is also the chairman of ipUnplugged AB, IKIVO AB 

and AddPro AB as well as a Board member of Genesys S.A., 

Advoco AB and the Sverige-Amerika foundation. Holds an MSc 

in Business Administration and Economics from the Stockholm 

School of Economics. Owns 65,000 shares in Telelogic.

Kjell Duveblad

Board member since 1998. Born in 1954. He is also the chair-

man of Tradedoubler and Remium Fondkommission and Board 

member of Bure Equity, Drutt Corporation, FSAB, Retea-

Energo , Technology Nexus and Teleopti. Holds an MSc in Busi-

ness Administration and Economics from the Stockholm School 

of Economics. Owns 600,000 shares in Telelogic.

Märtha Josefsson

Board member since 2006. Born in 1947. Also a Board member 

of Anoto, Fabege, Ledstiernan, Luxonen, Andra AP-fonden, 

Uppsala Nya Tidning, Skandia fonder and Lärarfonder.   

Bachelors degree from Uppsala University. Owns 75,000 shares 

in  Telelogic.

Birgitta Klasén

Board member since 2006. Born in 1949. Also a Board member 

of OMX and Bisnode. MSc in Applied Engineering, Royal Insti-

tute of Technology, business education and teachers education 

from the University of Stockholm. Owns 20,000 shares in 

Telelogic .

Anders Lidbeck

President & CEO. Board member since 1998. Born in 1962. He 

is also the chairman of Cerandum Advisor and a Board member 

in a number of Telelogic’s subsidiaries. MSc in Business Admin-

istration and Economics from Lunds University. Owns 525,000 

shares and 700,000 options in Telelogic.

Ola Eklundh 

Employee Representative. Board member since 2003. Born in 

1969. Owns 10,158 shares.

Brandon Jones 

Employee Representative. Board member since 2002. Born in 

1975. Owns 14,000 shares and 8,000 options. 

Martin Axelsson 

Deputy Employee Representative. Board member since 2006. 

Born in 1974. Owns 3,000 shares.

EXECUTIVE MANAGEMENT
Susan Boers

President Market Division Americas. Born in 1948. Employed 

since 2000. Owns 0 shares in Telelogic. Based in Washington, 

USA.

Neeraj Chandra

Executive Vice President Corporate and Product Strategy. Born 

in 1956. Employed since 2006. Owns 0 shares and 100,000 

options in Telelogic. Based in Boston, USA.

Jesper Christensen

Executive Vice President Product Division Change and Configu-

ration Management. Born in 1958. Employed since 2000. Owns 

0 shares in Telelogic. Based in California, USA.

Anders Lidbeck

President & CEO. Born in 1962. Employed since 1998. Owns 

525,000 shares and 700,000 options in Telelogic. Based in 

Malmö, Sweden.

Ingemar Ljungdahl

Chief Technology Officer and EVP Product Division Require-

ments Management. Born in 1953. Employed since 1984. Owns 

40,000 shares and 156,667 options in Telelogic. Based in Malmö, 

Sweden.

Catharina Paulcén

Executive Vice President Corporate Communications. Born in 

1973. Employed since 1997. Owns 169,000 shares and 135,000 

options in Telelogic. Based in Malmö, Sweden.

Håkan Persson

President Market Division EMEA. Born in 1961. Employed 

since 2007. Owns 0 shares in Telelogic. Based in Malmö, 

Sweden .
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Håkan Rippe

Executive Vice President Corporate Development. Born in 1968. 

Employed during 1999–2002 and since 2004. Owns 160,000 

shares and 105,000 options in Telelogic. Based in Stockholm, 

Sweden.

Greg Sikes

Executive Vice President Product Division Modelling Solutions. 

Born in 1962. Employed since 2003. Owns 4 225 shares and 

125,000 options in Telelogic. Based in California, USA.

Staffan Söderqvist

President Market Division Asia/Pacific. Born in 1957. Employed 

since 2006. Owns 0 shares and 100,000 options in Telelogic. 

Based in Singapore.

Håkan Tjärnemo

Chief Financial Officer. Born in 1960. Employed since 1998. 

Owns 326,318 shares and 165,000 options in Telelogic. Based in 

Malmö, Sweden.

Per Åsberg

Executive Vice President Global Support. Born in 1961. 

Employed since 2000. Owns 20,000 shares and 80,000 options 

in Telelogic. Based in California, USA.

AUDITORS
KPMG Bohlins AB

Lead auditor Eva Melzig Henriksson. Lead auditor for 

Telelogic since 2007. Born in 1961.
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ARTICLES OF ASSOCIATION OF TELELOGIC

(Org. Nr. 556049-9690)

Adopted at the annual general meeting on May 2, 2006. 

§ 1.

The company’s name is Telelogic AB (publ).

§ 2.

The company’s registered office shall be situated in Malmö, 

Skåne.

§ 3.

The company shall develop, produce and sell productivity 

increasing software techniques, including language, methods 

and tools, and carry on business which is compatible thereto. 

§ 4.

The share capital shall be not less than SEK 1,800,000 and not 

more than SEK 7,200,000.

§ 5.

The number of shares shall be not less than 180,000,000 and not 

more than SEK 720,000,000.

§ 6.

The Board of Directors shall consist of not less than three and 

not more than nine Board members with not more than three 

alternate Board members. The company shall have one or two 

auditors with not more than two alternate auditors. An author-

ized public accountant or a registered public accounting firm 

shall be elected as auditor. The Board of Directors may appoint 

one or several special purpose auditors to audit a merger plan, a 

division plan, the Board of Directors’ statement in connection 

with a new issue with provision regarding payment in kind or by 

way of set-off, or with other conditions, or the Board of Direc-

tors’ statement in connection with a reduction of the share capital 

with a provision regarding payment to the shareholders in kind or 

by way of set-off, or with other conditions. 

§ 7.

Notice of general meetings shall be published in Post- och Inrikes 

Tidningar and in Svenska Dagbladet.

§ 8.

A shareholder who wishes to participate in a general meeting 

shall notify the company at latest on the day set out in the notice 

of the general meeting. This may not be a Sunday, a public holi-

day, a Saturday, Midsummer Eve, Christmas Eve or New Year’s 

Eve and may not be earlier than five workdays before the general 

meeting. If a shareholder wishes to bring assistants to the share-

holders’ meeting, the number of assistants (two at the most) shall 

be stated in the notification. 

§ 9.

The company’s shares shall be registered in a central securities 

depository register in accordance with the Financial Instruments 

(Account Keeping) Act of 1998. 

§ 10.

The company’s financial year shall be the calendar year.

Information on Telelogic
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First quarter revenue rose to SEK 388.9 million, representing 

growth of  25 percent in local currency, which is equivalent to 

19 percent when calculated in Swedish kronor, compared with 

the same period in 2006.  

License and maintenance revenue accounted for 83 percent 

of Telelogic’s total revenue for the quarter, an increase of 33 

percent in local currency and 26 percent when calculated in 

Swedish currency. 

Maintenance revenue has shown an upward trend for some 

time. Maintenance revenue for the first quarter totaled 41 

percent of the revenue, compared with 39 percent during the 

corresponding period in 2006. This can be explained by the fact 

that the maintenance customer base increases with each licens-

ing agreement. 

Licensing revenues have also shown robust growth. During the 

quarter licensing revenues increased in all product divisions. 

Telelogic endeavors to increase the percentage of term based li-

censing agreements so they also become a recurring item. Term 

based agreements accounted for 18 percent of revenues during 

the first quarter. 

Revenue from consulting and training services remained 

unchanged in local currency which represents a decrease with 5 

percent in Swedish currency.

The operating margin for the first quarter was 12.3 percent, 

an improvement of more than two percentage points over the 

same period last year. 

Pre-tax profit for the first quarter improved by 36 percent and 

totaled SEK 47.7 million. A charge of SEK 4.8 million (in ac-

cordance with IFRS) was taken against profit for the quarter for 

amortization of intangible assets relating to acquisitions carried 

out in 2005 and 2006.  Earnings after taxes improved by 27 

percent to SEK 36.1 million.

Earnings per share totaled SEK 0.15 for the first quarter, an 

improvement of SEK 0.03 or 25 percent compared with the 

same period last year. 

Cash flow from current operations during the first quarter was 

SEK 108.5 million, up 3 percent compared with the same 

period last year. 

Cash flow was positively impacted by an increasing percentage 

of maintenance revenue and also because taxes paid continued 

to be low. In 2006 Telelogic paid SEK 20 million in taxes due 

to the effects of tax loss carry-forwards. The Group still has sub-

stantial tax loss carry-forwards and Telelogic estimates that paid 

tax will continue to be low during the years to come.  

In 2006 cash flow was also positively affected by efficiency 

gains relating to accounts receivable management and shorter 

collection periods. However, we do not expect this to change 

appreciably in 2007 and therefore we will not see an equivalent 

impact on cash flow this year.

Cash and cash equivalents increased to SEK 544.5 million, 

compared with SEK 462.0 million at the turn of the year. The 

change was due to a positive cash flow from current operations 

of SEK 108.5 million, payment of additional consideration 

relating to the I-Logix acquisition of SEK 4.7 million, amortiza-

tion of loans for SEK 12.5 million, other investments of SEK 

14.0 million, warrant redemptions of SEK 0.1 million, and 

positive exchange rate differences of SEK 5.1 million in cash 

and cash equivalents. In addition to cash and cash equivalents 

amounting to SEK 544.5 million, Telelogic has unused over-

draft facilities of more than SEK 500 million.

At the end of the quarter Telelogic had 1,164 employees, which 

is 26 persons more than at the end of 2006. The Company will 

continue to focus on hiring new employees in those regions 

and product areas that show good profitability and potential to 

safely continue expansion.

Information on Telelogic
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Telelogic’s Americas Market Division (operations in North 

and South America) showed good growth during the quarter. 

Telelogic has considerable exposure toward the aerospace/de-

fense industry in the United States and the market climate in 

this customer group has been stable during the period. Telelogic 

considers the trend in the rest of the market in the United States 

to be consistent with the country’s market climate in general. 

The contribution margin was in line with Telelogic’s plan. 

The EMEA Market Division (operations in Europe, the Middle 

East and Africa) reported strong growth during the quarter. The 

market climate varies among the countries, but overall Telelogic 

considers this market to be good. The contribution margin was 

very high, especially for a first quarter, an indication of excellent 

cost control in the division.

Growth in the Asia/Pacific Market Division (operations in Asia 

and Australia) was the highest of all three divisions. The market 

climate is estimated to continued to be positive. However, the 

contribution margin was low because of investments in contin-

ued expansion.

The defense/aerospace category continued to be Telelogic’s 

biggest customer group. Revenue in this segment grew by 28% 

during the fourth quarter, compared with the same quarter in 

2006. This category has shown stable development over the past 

few quarters. Telelogic has gradually strengthened its position 

among new customers on the civilian side of this industry and 

within new regions, and at the same time been successful in 

cross-selling of new products. 

Revenue in the telecom category rose 16 percent during the first 

quarter, mainly due to the signing of a large contract during the 

quarter. However, the segment also showed strength in general 

during the period, compared with a negative trend throughout 

2006. 

Revenue in the automotive category climbed sharply during the 

quarter. A major deal was signed in the United States, which 

is an important step in Telelogic’s aspiration to strengthen its 

position in this segment even outside Germany. Meanwhile, 

this deal is not expected to substantially influence Telelogic’s 

continued growth in the segment in the near term.  

The finance category and the software & systems category 

declined slightly during the quarter. However, these customer 

groups are too small for any detailed conclusions to be drawn 

based on individual quarters.

Segments that do not achieve 5 percent of total revenue on an 

annual basis are categorized as “other” segments. 

Information on Telelogic
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The Requirements Management product group rose 17 percent 

during the quarter - the highest growth rate for this product 

group over the past four quarters. Telelogic is very well posi-

tioned globally in this product category with its world-leading 

product DOORS and the fast-growing, web-based product 

Focal Point. 

Modeling is the product category that grew most, with 74% 

growth during the first quarter. This strong growth is due to a 

strong growth rate for Rhapsody, which was included in the I-

Logix acquisition and which has been a very good performer as 

part of the Telelogic Group. System Architect, another product 

in this product category, also continued to perform well and 

posted a growth rate of 48 percent. 

The Change & Configuration Management product group 

grew during the quarter by 1 percent. This category continued 

to invest in both product development and the sales organiza-

tions in order to strengthen Telelogic’s position. Interestingly, 

this product group grew most in the Asia/Pacific Market Divi-

sion. 

The Annual General Meeting will be held in Malmö at 3:00 

P.M. on May 3, 2007. For those interested, a presentation of 

one of the Company’s business areas will be given at 2:30 P.M.

Information about notification as well as the Board of Direc-

tors’ complete proposal are available on the Company’s website 

and may also be sent to those who so desire.  

The Annual report in Swedish has been available on the Tele-

logic website since April 13. 

Underlying market demand is anticipated to be good, with 

similar quarterly fluctuations as in previous years. 

Telelogic had previously forecast that sales would grow with 5 

to 10 percent, but now predicts that revenue will grow with 7 to 

12 percent in local currency compared with the previous year. 

Telelogic had previously forecast that earnings per share in 2007 

would increase 10 to 15 percent, but now predicts that earn-

ings per share will increase 15 to 20 percent compared with the 

previous year. 

Malmö, April 24, 2007

Board of Directors

• During the quarter Telelogic launched a simplified modeling 

product. This introduction license is offered without charge 

with the purpose to spread the use of Telelogic’s products to 

new customer groups.

• System Architect, Telelogic’s modeling product for business 

processes, was released in a version with support for Japanese 

characters. System Architect also improved its support for 

analysis of organizational structures.

• Telelogic also launched a simplified version of its Require-

ments Management product. It is marketed under the name 

DOORS Fastrak and is intended for use by customers look-

ing for a fast, flexible, small-scale Requirements Manage-

ment solution.

• Other product news includes integration with OSEK, a 

standard in the automotive industry, as well as improved 

versions of the modeling products Rhapsody and SDL 

Suite.

Questions are answered by CEO Anders Lidbeck, phone +46 40-650 00 00 or 

by EVP Corporate Communications, Catharina Paulcén, phone 

+46 705-174730.

This interim report has been prepared in line with IAS 34. No change in the 

accounting principles has been made. This report has not been subject to special 

review by Telelogic’s auditors. 

Information on Telelogic
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Traditionally, SwitchCore managed software and product 

requirements using word processing and spreadsheet pro-

grams. Consequently, the company had limited traceability 

between documents and no traceability between require-

ments and test specifications. 

In 2005, the company began evaluating requirements 

management solutions. However, because SwitchCore sub-

contracts the development of software drivers to Mindtree 

Consulting, Bangalore, India, the solution had to support 

distributed development. 

After implementing Telelogic DOORS, SwitchCore is now 

able to maintain traceability between all documents for all 

requirements specifications. 

Based on the com-

pany’s quick success 

with DOORS, it 

explored other Tele-

logic solutions and 

selected solutions 

from Telelogic’s Tau 

product family to 

automate design 

and development 

best practices.  

In the future, SwitchCore will investigate the possibility 

of automatically generating a reference model from UML 

specifications. 

“The investment in DOORS and Tau has increased the 

quality of our requirements and design specifications” says 

Jens Hultman, Manager of Systems and Software at Switch-

Core AB. 

“The improvements in traceability and the closer connection 

between requirements and testing has minimized the risk 

of a product not meeting requirements, which is extremely 

costly and of course unwanted.”

• Telelogic signed its largest agreement 

ever, worth SEK 49 million. The 

three-year agreement was signed with 

a government customer in the EMEA 

and included all product categories.

• A supplier of signal systems for the rail 

industry invested SEK 8 million over 

five years in all product families.

• A European telecom operator extend-

ed an agreement worth SEK 6.9 mil-

lion. The 3.5 year agreement included 

all product categories.

• A North American supplier of aviation 

electronics purchased the requirements 

management product DOORS for a 

value of SEK 4.3 million.

• A global automotive manufacturer 

signed an agreement worth SEK 4 

million that included licenses for 

DOORS.

• A financial services enterprise invested 

SEK 3.9 million in DOORS and 

modeling product System Architect 

over a three-year period. 

Information on Telelogic



32

Telelogic provides software solutions to optimize, align, 

and automate its customers’ business processes, tailored to 

business operations objectives and end customer needs. The 

purpose is to save time, improve quality and reduce costs.

Telelogic’s software is divided into three product groups: 

Requirements Management, Change & Configuration 

Management, and Modeling. Each quarter we describe one 

product group in the Interim Report.

When an enterprise creates a new product, the first phases 

focus on increasing understanding and knowledge about 

the system or the product to be built. All requirements for 

the product are gathered and compiled. Requirements often 

come from many different sources, such as the sales depart-

ment, sales force, and the sourcing department. 

Once the enterprise compiles the requirements they are ana-

lyzed. Some requirements may be contradictory and must 

be resolved. Some requirements may be eliminated due to 

technical or financial limitations. Some requirements be-

long together with other requirements and are then linked 

together. Requirements also usually need to be refined and 

expanded upon in greater detail. 

Requirements Management continues throughout the 

development period, in part to enable the project manager 

to confirm that requirements are actually met and in part 

because requirements often change and are refined over the 

course of the project. 

• Product managers are responsible for gathering and 

organizing requirements. They may also be assisted by 

dedicated requirements engineers.

• Project managers want an overview of all requirements in 

the project, to ensure that requirements have actually been 

met.

• Developers want to see which requirements are included 

in the project so they know what to develop and why.

• The enterprise develops the products that their customers 

really want, not the products they think their customers 

want.

• By organizing the requirements - and therefor the project 

- from the start, the project becomes more efficient, which 

saves time and money.

• Everyone involved in the project gains an understanding 

of what is being developed and why.

Telelogic Focal Point is a web-based solution for requirements analysis and for 
decision-making support systems for product development. Focal Point helps 
customers make better and faster decisions by prioritizing requirements and 
weighing them against each other based on various parameters, such as cost 
and customer benefit.   

Telelogic DOORS, the world’s leading Requirements Management tool, helps 
customers gather, sort, analyze, communicate, and follow up on requirements. 
DOORS makes it easy to follow a requirement at any time in the development 
process, from concept to test, to see how the requirement affects the end product.

Information on Telelogic
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* The years 2000-2003 are not restated under IFRS. This mainly affects amortization for goodwill. 
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 The information regarding Telelogic on pages 17–37 of this offer document has been reviewed by the Board of 

Directors of Telelogic. It is the opinion of the Board of Directors that this short description provides an accurate 

and fair – although not complete – picture of Telelogic. For additional information refer to Telelogic’s Annual 

Reports for 2005 and 2006 and Telelogic’s website, www.telelogic.com.

Malmö, June 29, 2007

Telelogic AB (publ)

The Board of Directors

Report of the Board of Directors of Telelogic 
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In our capacity as auditors of Telelogic AB (publ), we have reviewed the financial information regarding 

Telelogic  AB (publ), Summary of financial information, on page 18 of this offer document. The financial 

 information for 2004, 2005 and 2006 has been extracted from the Annual Report for 2006 and is accurately 

reflected.

The Annual Report for 2006 has been audited by KPMG Bohlins AB. Auditor’s Report without qualification 

was submitted on March 20, 2007.

Malmö, June 29, 2007

KPMG Bohlins AB

Eva Melzig Henriksson

Authorized Public Accountant

Auditor’s report
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OFFER AGREEMENT

THIS AGREEMENT is entered into on the day last written below by and between:

Goldcup D 2933 AB (with a proposed change of name to Watchtower AB), registered in 
Sweden with corporate identity number 556730-4018 (the “Bidder”)

and

Telelogic AB (publ), registered in Sweden with corporate identity number 556049-9690 
(the “Target”) 

hereinafter individually referred to as a “Party” and collectively as the “Parties”.

1. BACKGROUND

1.1  The Bidder Board has unanimously resolved to make the Offer and to approve 
that the Bidder enters into this Agreement. The Bidder is a wholly-owned 
subsidiary of IBM International Group B.V. The board of directors of IBM 
International Group B.V. has unanimously resolved to approve that the Bidder 
makes the Offer and enters into this Agreement.

1.2  The Target Board has unanimously resolved to recommend the Target 
Shareholders to accept the Offer and has approved that the Target enters into 
this Agreement. The Parties acknowledge that Mr. Anders Lidbeck did not 
participate in the Target Board’s deliberations or resolution concerning the 
recommendation of the Offer due to conflicts of interests. 

1.3  The Target Shares are traded on the Stockholm Stock Exchange. The Bidder 
has undertaken towards the Stockholm Stock Exchange to comply with the 
Takeover Rules and the Securities Council’s rulings regarding the 
interpretation and application of the Takeover Rules and to submit to the 
sanctions that may be imposed by the Stockholm Stock Exchange upon breach 
of the Takeover Rules.

2. DEFINITIONS

In this Agreement (including the Appendices) the following terms shall, unless the context 
otherwise requires, have the following meanings:

Bidder Board: the board of directors of the Bidder

Confidentiality  the confidentiality agreement between the International
Agreement:  Business Machines Corporation and the Target, dated 26 

February 2007

Agreement with Telelogic
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Employee Options:  the options issued to Target Employees under the Option 
Programs

Exclusivity Agreement:  the exclusivity agreement between the International Business 
Machines Corporation and the Target, dated 24 April 2007

Matching Right:  the Bidder’s right to match a Superior Takeover Proposal 
under section 5.1 below

Offer:  the public offer for the Target by the Bidder as set out in the 
Offer Announcement

Offer Announcement: the announcement set out in Appendix 1

Offer Document:  the offer document that will be prepared for the purposes of 
the Offer, including any supplements to such document 

Option Programs:  the Target’s option programs: TO10; TO11; TO13; TO14; 
TO15; the options issued to employees of the Target’s 
subsidiary, QSS Inc.; and the options issued to Mr. Jan 
Popkin.

Representatives:  a Party’s affiliates and the agents, directors, officers, 
advisers (including, without limitation, financial, legal and 
accounting advisers) and representatives of such party and 
its affiliates

Revised Offer:  the Offer following a modification, revision or waiver of the 
terms of the Offer

Securities Council:  the Swedish Securities Council (Sw. 
Aktie mark nads nämnden)

Superior Takeover a Takeover Proposal which in the good faith judgment of the
Proposal:  Target Board (after consultation with a reputable financial 

adviser and outside legal counsel) would provide a higher 
value to the Target Shareholders than the Offer and which in 
the reasonable opinion of the Target Board (after 
consultation with a reputable financial adviser and outside 
legal counsel) is capable of being completed taking into 
account all aspects of such proposal.

Takeover Act:  the Swedish Takeover Act (Sw. lag(2006:451) om offentliga 
uppköpserbjudanden på aktiemarknaden)

Takeover Proposal:  shall mean any inquiry, proposal or offer from any person 
unrelated to the Bidder relating to, or that could reasonably 

2(12)
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  be expected to lead to, any direct or indirect acquisition, in 
one transaction or a series of transactions, including any 
merger, consolidation, tender offer, exchange offer, stock 
acquisition, asset acquisition, joint venture or similar 
transactions of (A) assets or businesses that constitute or 
represent 10% or more of the total revenue, operating 
income, EBITDA or assets of the Target and its subsidiaries, 
taken as a whole, or (B) 10% or more of the outstanding 
Target Shares and other Target Securities or of any of the 
Target’s subsidiaries directly or indirectly holding, 
individually or taken together, the assets and businesses 
referred to in clause (A) above, in each case other than the 
Offer or Revised Offer

Takeover Rules:  the Takeover Rules adopted by the Stockholm Stock 
Exchange

Target Board: the board of directors of the Target

Target Convertible Debt convertible debt instruments (Sw. konvertibler) issued by the
Instruments: Target

Target Employees:  the employees of the Target and the employees of the 
Target’s subsidiaries and affiliated companies

Target Securities:  share-related (Sw. aktierelaterade) securities issued by the 
Target

Target Shareholders: the shareholders in the Target

Target Shares: shares issued by the Target

Target Warrants: warrants (Sw. teckningsoptioner) issued by the Target

3. THE OFFER

3.1  The details of the Offer are set out in the Offer Announcement. The Bidder will 
make the Offer through publication of the Offer Announcement by no later 
than 9 a.m. (CET) on 11 June 2007 in accordance with the Takeover Rules. 

3.2 The Offer is made on the basis that, and the Target represents that:

 (A) there are in total 247.179.481 Target Shares issued; 
 (B) no Target Shares are held by the Target in treasury;
 (C)  there are in total 9.400.600 Target Warrants issued that entitle to the 

subscription of in total 9.400.600 Target Shares; 
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 (D)  all 9.400.600 Target Warrants are held by the Target subsidiary 
Telelogic Options AB, with corporate identity number 556558-9149, 
and that no Target Warrants are held by parties other than the Target 
subsidiary Telelogic Options AB; 

 (E)  the Target has not adopted any option programs or other share-related 
incentive programs other than the Option Programs; 

 (F) the Target has not issued any American Depository Shares; 
 (G)  the Target, directly or indirectly, owns 100% of the entire issued share 

capital of all the Target’s subsidiaries listed in Appendix 2;
 (H)  that the key Target Employees listed in Appendix 3 have signed 

retention letters; and
 (I)  that the key Target Employees listed in Appendix 4 have entered into 

holder agreements that would contain agreed upon non-compete and 
no hire provisions.

3.3  The Bidder has been granted a dispensation by the Securities Council from the 
requirement to make a public offer in respect of the Target Warrants held by 
the Target subsidiary Telelogic Options AB. The Parties acknowledge that the 
Offer will not cover the Target Warrants held by Telelogic Options AB or the 
outstanding Employee Options.

3.4  The Target acknowledges that the Bidder may modify, revise and/or waive the 
terms of the Offer or any Revised Offer as set out in the Offer Announcement 
and in accordance with the Takeover Rules. 

3.5  The acceptance period of the Offer shall commence no later than four weeks of 
announcement of the Offer and shall initially run for a period of 20 business 
days. The Target acknowledges that the acceptance period of the Offer or any 
Revised Offer may be extended by the Bidder from time to time in accordance 
with the Takeover Rules. 

4.  RECOMMENDATION OF THE OFFER BY THE 
TARGET BOARD

4.1  The Target Board has unanimously (but without the participation of Mr. 
Anders Lidbeck) resolved to recommend the Target Shareholders to accept the 
Offer. The Target undertakes to announce the recommendation of the Offer, 
substantially in the form set out in Appendix 5, simultaneously with 
publication of the Offer Announcement. The Target hereby consents to the 
inclusion of the recommendation of the Offer and, as the case may be, any 
Revised Offer and the complete fairness opinion and, as the case may be, any 
future fairness opinion that may be provided by the Target’s financial adviser, 
in the Offer Document and any supplement to the Offer Document, as well as 
to the Bidder referring to the recommendation of the Offer in the Offer 
Announcement. 
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5. MATCHING RIGHT

5.1  If the Bidder makes a Revised Offer following the announcement of a Superior 
Takeover Proposal, the Target Board agrees to give its unqualified 
recommendation of the Revised Offer and not to recommend the Superior 
Takeover Proposal, provided that (i) the Bidder announces its Revised Offer by 
09.00 (CET) on the fifth business day from the date of the announcement of 
the Superior Takeover Proposal and the Revised Offer is at a price per share 
which is equal or greater than that provided under the Superior Takeover 
Proposal, (ii) the Revised Offer is otherwise on terms which are, in the 
reasonable opinion of the Target Board (after consultation with a reputable 
financial adviser and outside legal counsel), substantially equal to those 
contained in the Superior Takeover Proposal; and (iii) the Target Board does 
not otherwise reasonably consider (after consultation with a reputable 
financial adviser and outside legal counsel) that it would be in breach of or 
clearly inappropriate in light of its duties under applicable laws and regulations 
including the Takeover Rules. The Parties acknowledge that Mr. Anders 
Lidbeck will not participate in the Target Board’s deliberations or resolution 
concerning the recommendation of a Revised Offer under this section 5.1 due 
to conflicts of interests. 

6. NON-SOLICITATION

6.1  The Target shall not, nor shall it permit its Representatives to, directly or 
indirectly (i) solicit, initiate or encourage, or take any other action to facilitate, 
any Takeover Proposal for the Target or any inquiries or the making of any 
proposal that constitutes or could reasonably be expected to lead to a Takeover 
Proposal; or (ii) enter into, continue or otherwise participate in any discussions 
or negotiations regarding, or furnish to any person any information with 
respect to, or otherwise cooperate in any way with, any Takeover Proposal. 

6.2  Notwithstanding section 6.1 above, but subject to section 6.3 below, the Target 
Board may, in response to a written Takeover Proposal that it (after 
consultation with a reputable financial adviser and outside legal counsel) 
determines in good faith constitutes or could reasonably be expected to lead to 
a Superior Takeover Proposal, and provided that the Takeover Proposal is 
unsolicited and did not result from a breach of this Agreement, furnish 
information with respect to the Target and its subsidiaries to the person making 
the Takeover Proposal and participate in discussions and negotiations with that 
person regarding the Takeover Proposal. The Target may furnish such 
information only pursuant to a confidentiality agreement which contains terms 
that are no less restrictive than those of the Confidentiality Agreement.

6.3  To the extent that the Target’s actions in relation to a Takeover Proposal would 
constitute frustrating actions under the Takeover Act, the restrictions under 
section 9.6 below shall apply.
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7. NON-SOLICITATION OF KEY EMPLOYEES

7.1  The Bidder shall not, without the Target’s prior written consent, directly or 
indirectly, solicit, interfere with or endeavour to entice away from any member 
of the Target group any of the key persons listed in Appendix 6. However, this 
shall not prohibit the Bidder from discussing employment opportunities with, 
or hiring, any employee of the Target group that has responded to a general 
solicitation for employment which is not specifically directed at any 
employees of the Target group and by advertisements.

8. INDUCEMENT FEE

8.1  As an inducement to the Bidder to make the Offer, the Target undertakes, 
subject to section 8.2 below, to reimburse the Bidder for its costs, fees and 
expenses incurred in connection with the Offer up to a maximum amount of 
SEK 51,907,691, inclusive of any amounts in respect of VAT, (being one per 
cent of the total consideration payable under the Offer) if:

 (A)  the Target Board does not announce its unanimous and unqualified 
recommendation of the Offer or its unqualified recommendation of 
any Revised Offer in accordance with this Agreement;

 (B)  the Target Board withdraws, qualifies or adversely modifies its 
unqualified recommendation of the Offer or any Revised Offer for 
any reason;

 (C) the Target breaches its obligations under section 6 above;
 (D) the Target breaches its obligations under section 8.3 below; or
 (E) the Target breaches its obligations under section 9.6 below.

8.2  The Target shall not be obliged to pay any amount under section 8.1 above to 
the Bidder if the Target Board withdraws its unqualified recommendation of 
the Offer or any Revised Offer in order to recommend a Superior Takeover 
Proposal that has been announced, provided that; (i) the Target has not 
breached its obligations under sections 6, 8.3 or 9.6; (ii) the Target Board does 
not become obliged pursuant to section 5.1 to recommend a Revised Offer by 
the Bidder; and (iii) the Superior Takeover Proposal or any other Superior 
Takeover Proposal is not completed within 6 months of the date of the 
announcement of the Superior Takeover Proposal. Furthermore, section 8.1 
above shall apply only to the extent permissible under applicable laws and to 
the extent the Securities Council, on submission by the Bidder, determines that 
payment under section 8.1 above would not be contrary to the Takeover Act, 
the Takeover Rules or best practices in the Swedish stock market (Sw. god sed 
på aktie marknaden).

8.3  The Target undertakes not to enter into any break fee or other inducement fee 
arrangement with any third party unless that party has announced a Superior 
Takeover Proposal and the Bidder does not exercise its Matching Right in 
relation to the Superior Takeover Proposal.
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9. COVENANTS
9.1 The Target undertakes:

 (A)  to procure that Telelogic Options AB does not transfer, exercise or 
distribute any Target Warrants, except so as to transfer Target Shares 
to Target Employees who are not required under the terms and 
conditions of the Option Programs to accept cash settlement of their 
Employee Options and who, prior to the Offer or any Revised Offer 
being declared unconditional, exercise their Employee Options in 
order to acquire Target Shares in accordance with the terms and 
conditions of the Option Programs; 

 (B)  not to issue any Target Shares, Target Warrants or Target Convertible 
Debt Instruments except that the Target may, if required in order to 
satisfy its obligations under the Option Programs, issue Target 
Warrants to Telelogic Options AB, prior to the Offer or any Revised 
Offer being declared unconditional, for the purpose of transferring 
Target Shares to Target Employees who are not required under the 
terms and conditions of the Option Programs to accept cash 
settlement of their Employee Options and who exercise their 
Employee Options in order to acquire Target Shares in accordance 
with the terms and conditions of the Option Programs;

 (C) not to acquire any Target Shares;
 (D) not to allot any Employee Options; and
 (E)  to deal with any request by holders of Employee Options in 

accordance with section 9.5 below.

9.2  As soon as practicable, the Bidder will file the Offer Document with the 
Swedish Financial Supervisory Authority for approval and registration. The 
Target undertakes to assist and to co-operate with the Bidder in the preparation 
and filing of the Offer Document and any supplements to the Offer Document. 
In particular, the Target Board shall review and comment on those sections of 
the Offer Document that contain information relating to or concerning the 
Target and shall prepare a responsibility statement to be included in the Offer 
Document. 

9.3  As soon as practicable following the execution of this Agreement, the Bidder 
shall prepare and make filings (and any necessary changes to such filings) for 
the purposes of obtaining the regulatory consents and approvals necessary to 
complete the Offer or any Revised Offer. The Target undertakes to cooperate 
with and to give the Bidder the assistance necessary in order to prepare and 
make such filings as well as to respond to and comply with any requests for 
information from any public authority in connection with the Offer or any 
Revised Offer. Nothing in this Agreement shall however oblige the Parties to 
agree to any disposal of businesses or assets or to any limitation or restriction 
imposed by any public competition authority as a condition for approving the 
completion of the Offer or any Revised Offer.
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9.4  The Target hereby confirms that it has not provided the Bidder or International 
Business Machines Corporation with any unpublished price-sensitive 
information under item II.2 of the Takeover Rules. 

9.5  The Target undertakes, as soon as practicable following announcement of the 
Offer, to make an offer to the Target Employees that hold Employee Options to 
waive their right to exercise the Employee Options in exchange for cash 
consideration per Employee Option equal to the price per Target Share offered 
under the Offer or any Revised Offer less the strike price of each Employee 
Option. Such offer to the Target Employees shall be made by the Target by no 
later than the tenth business day following publication of the Offer 
Announcement and shall be made conditional on the Offer or any Revised 
Offer being declared unconditional, provided that the Offer or Revised Offer is 
not declared unconditional at an acceptance level below two-thirds of all Target 
Shares on a fully diluted basis. The documentation in relation to the offer to the 
Employees shall be prepared jointly by the Parties on the basis of a full, 
detailed draft to be prepared by the Bidder based on information provided by 
the Target and with the reasonable cooperation of the Target. 

9.6  The Target undertakes not to take any frustrating action (as defined in the 
Takeover Act) in relation to the Offer or any Revised Offer or propose that the 
general meeting of the Target approves any frustrating action in relation to the 
Offer or any Revised Offer. The restrictions in this section 9.6 shall not apply 
where Target Shareholders representing at least ten per cent of the share capital 
of the Target exercise their right under the Swedish Companies Act to request 
that the Target Board convene an extra general meeting of the Target for the 
purposes of approving a frustrating action and the frustrating action is 
approved by the extra general meeting of the Target. This section 9.6 shall 
apply only to the extent permissible under applicable laws and regulations 
including the Takeover Rules.

9.7  The Target undertakes to operate its business in the ordinary course and not to 
engage in transactions or otherwise take actions outside the ordinary course of 
business. The Target further undertakes to procure that the business of the 
Target’s subsidiaries is operated in the ordinary course and that no Target 
subsidiary engages in transactions or otherwise takes actions outside the 
ordinary course of business.

9.8  The Parties undertake to comply with applicable Swedish laws and regulations, 
including the Takeover Rules, the Takeover Act as well as statements and 
rulings by the Swedish Securities Council. 

10. TERM AND TERMINATION

10.1  Subject to sections 10.2 and 10.3 below, this Agreement shall automatically 
terminate on the earlier of:
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 (A) the Offer or any Revised Offer being declared unconditional; 
 (B) the Offer or any Revised Offer being withdrawn;
 (C)  on the fifth business day from the date of the announcement of a 

Superior Takeover Proposal if the Bidder does not exercise its 
Matching Right in relation to such Superior Takeover Proposal;

 (D)  31 October 2007 if the Offer or any Revised Offer has not been 
declared unconditional or withdrawn by such date; and

 (E)  11 June 2007 if the Bidder has not made the Offer through publication 
of the Offer Announcement by such date.

10.2  Sections 8, 11 and 12 shall survive the termination of this Agreement. Section 
7 shall survive the termination of this Agreement if this Agreement terminates 
in accordance with sections 10.1 (B-E) above, but not for a longer period than 
12 months after execution of the Exclusivity Agreement.

10.3  All accrued obligations and claims shall survive termination of this Agreement. 

11. MISCELLANEOUS

11.1  This Agreement supersedes the Exclusivity Agreement and on execution of 
this Agreement, the Exclusivity Agreement shall automatically terminate, 
except for any accrued obligations or claims. The execution of this Agreement 
shall however not affect the Parties’ rights and obligations under the 
Confidentiality Agreement, except that the restrictions contained in the 
Confidentiality Agreement shall not prevent or restrict the Bidder from 
making and completing the Offer or any Revised Offer and, in the event of any 
inconsistency between this Agreement and the Confidentiality Agreement, this 
Agreement shall prevail.

11.2  The Parties acknowledge the reasonableness of the provisions of this 
Agreement. If any provision of this Agreement (including, without limitation, 
any sentence, clause or part hereof) shall be adjudicated to be invalid or 
unenforceable, such provision shall be deemed amended to delete therefrom 
the portion thus adjudicated to be invalid or unenforceable, such deletion to 
apply only with respect to the operation of such provision in the particular 
jurisdiction in which such adjudication is made. In addition, if any particular 
provision contained in this Agreement shall for any reason be held to be 
excessively broad as to duration, geographical scope, activity or subject, it 
shall be construed by limiting and reducing such provision as to such 
characteristic so that the provision is enforceable to the fullest extent 
compatible with the applicable law as it shall then appear.

11.3  All notices, requests, claims, demands, waivers and other communications 
under this Agreement shall be in writing and shall be deemed given upon (a) 
personal delivery, (b) transmitter’s confirmation of a receipt of a facsimile 
transmission, (c) confirmed delivery by standard overnight carrier or when 
mailed in the United States by certified or registered mail, postage prepaid, 
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  addressed to the parties at the following addresses (or at such other address for 
a party as shall be specified by notice hereunder):

 if to Goldcup D 2933 AB, to:

 International Business Machines Corporation
 New Orchard Road Avenue
 Armonk, NY 10504

 Attention: Archie Colburn

 Telecopy: +1-914-499-7803

 if to Telelogic, to:

 Telelogic AB
 Attention: Anders Lidbeck
 Kungsgatan 6
 PO Box 4128
 203 12 Malmo
 Sweden

 Telecopy: +46-40-650-65-55

11.4  No modification of this Agreement or waiver of the terms and conditions 
hereof shall be binding upon the Bidder or the Target, unless approved in 
writing by each of them. Each Party agrees that no failure or delay by another 
party in exercising any right, power or privilege hereunder shall operate as a 
waiver thereof, nor shall any single or partial exercise thereof preclude any 
other or further exercise thereof or the exercise of any other right, power or 
privilege thereunder.

11.5 The Parties consent to: 

 (A) this Agreement being disclosed in full in the Offer Document; and
 (B)  a summary of the key terms of this Agreement being disclosed in the 

Offer Announcement. 

11.6 If this Agreement is translated, the English language shall prevail. 
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12. GOVERNING LAW AND ARBITRATION

12.1  This Agreement shall be governed by and construed in accordance with the 
substantive laws of Sweden. 

12.2  Any dispute, controversy or claim arising out of or in connection with this 
Agreement, or the breach, termination or invalidity thereof, shall be finally 
settled by arbitration in accordance with the Rules of the Arbitration Institute 
of the Stockholm Chamber of Commerce. The arbitral tribunal shall be 
composed of three arbitrators. The place of arbitration shall be Stockholm. The 
language used in the arbitral proceedings shall be English. 

_______________

This Agreement has been duly executed in two original copies, of which each of the Parties 
has taken one copy. 

Date:  Date:
GOLDCUP D 2933 AB TELELOGIC AB (PUBL)

___________________ ___________________
Johan Ekesiöö Anders Lidbeck

___________

11(12)

Agreement with Telelogic



51

INTERNATIONAL BUSINESS MACHINES CORPORATION hereby consents to 
GOLDCUP D 2933 AB entering into and authorizes GOLDCUP D 2933 AB to enter into 
the agreement set out above:

__________________
David L. Johnson
Vice President, Corporate Development
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Telelogic AB (publ)

PO Box 4128, Kungsgatan 6

SE-203 12 Malmö

Sweden

Watchtower AB

c/o IBM Legal Department Stockholm

SE-164 92 Stockholm

Sweden

International Business Machines Corp.  

New Orchard Road 

Armonk, New York 10504 

US

Addresses  
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