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Hold Risk: Price target: EUR 1.70 Weak Q1 2008 — Acquisition and lower
(old: Hold) ~ medium (old: EUR210)  gross margin are burdening the EBIT
Bloomberg:  TLIGR Price: EUR1.96| On May 30, 2008, Teles released the figures for Q1. Sales
Reuters: TLIG.DE TecDAX: 979,37 | increased by 18% over the previous year's level and were
ISIN: DE0007454902 within expectations at EUR 5.7 m. The reason for the increase
g‘éemitr'“, mgeslf;%zr g in sales were risen sales of Access Gateways (+96%) mainly
Segtor: . Telec. services and products due to the sales partnership in North America which overcom-
pensated the decline in the segment of NGN (Next Generation
_ Networks —16%).
400 - —Teles Tech-All (relativ) ‘
' The development of the first three months was considerably
3,50 1 below expectations on the earnings side. With an EBIT of EUR
— 3.2 m operating earnings deteriorated by approx. 40% over
3,001 the value of the previous year. The weak earnings situation was
2.50 ] mainly a result of...
2,00 e .. the reduction of gross margin due to the increased
sales share of the lower margin Access Gateways.
b e ..acquisition of ,MissisSIPpi“ which included mainly the
1,00 4T T acquisition of customer relations in addition to the take-
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over of the technology and service know how. Its sales
potential will however not become visible before the sub-
sequent quarters.

The means of payment decreased to 2.35 m due to the acquisi-
tion (EUR 2.2 m) and the earnings development in the first
three months (cash flow EUR — 2.7 m).

At an expected liquidity outflow of approx. EUR 2.0 — 2.5 m in
the current quarter, Teles AG will shortly depend on selling
parts of the equity stake in Freenet (current market value
approx. EUR 45 m) or lending parts of it by means of debt fi-
nancing, in order to provide the continuation of the operating
business activity as well as the current lawsuits.

Valuation Teles

Valuation band width
Market value Fair Value

m EUR freenet freenet (SESe)
Cash as of 31.12.07 2.4 2.4
Securities (freenet + own shares) 48.9 46.6
Cashflow until breakeven (SESe) -6.0 -6.0
Financial liabilities -0.9 -0.9
Total 44.4 42.0
Discount for lawcosts (SESe) 3.5 3.5
EV 40.9 385
Shares in m 23.3 23.3
Value per share 1.75 1.65

Source: Teles AG, SES Reserach

The current valuation based on the asset value considers the
lower cash as of March 31, 2008, an increased cash burn due
to the acquisition costs as well as a slight reduction of law costs
as a result of the temporary discontinuation of the lawsuit in the
USA. The new PT is EUR 1.70. HOLD reiterated.
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Disclaimer: The legal disclaimer as well as updated disclosures according to Section 34b of the German Securities Trad-
ing Act and German FinAnV on the security/securities analysed in this report can be found on internet pages at:
http://Iwww.mmwarburg.com/disclaimer/disclaimer.htm The disclaimer and disclosures provided are considered a part of
this report and should be taken into account when making investment decisions based on this report. This report has
been made accessible to the company analysed and was modified thereafter.

Copyright: This work including all its parts is protected by copyright. Any use beyond the limits provided by copyright law
without permission is prohibited and punishable. This applies, in particular, to reproductions, translations, microfilming,
and storage and processing on electronic media of the entire content or parts thereof.
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