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Breaking News

Major progress in 2006 for Sterling Energy

At yesterday’s AGM Sterling Energy said that there has been major
progress so far in 2006 and the Board remains confident that this
will be a year of further development for Sterling. The company said
that the operational and technical which caused supply disruptions
at the Chinguetti field last month have now been resolved and that
it is on track to meet its own projected financial returns. The
company revealed that it invested a $65 million in the Chinguetti
development and expects to have invested a further $50 million
during this year. Drilling activity in the Gulf of Mexico has resulted
in increased production and the company has has committed to a
further four exploration wells in the second half, including 3
onshore. These could materially impact on production and reserves.

UK gas discovery for Tullow Qil

Tullow Oil has released a positive drilling update this morning. The
company said it has discovered gas at the K4 gas well (UK) and
‘significant upside potential has been identified’. While the
discovery is relatively small, it is the latest in a series of UK
discoveries and the illustrates the strength of Tullow’s UK
exploration portfolio. However, Tullow also announced less
successful drilling results from a well in Equatorial Guinea, revealing
that a recent drilling operation failed to ‘encounter hydrocarbons’.

Moody’s raises rating on Elan from negative to stable
Moody’s has revised its rating on Elan from negative to stable. The
move follows the recent FDA decision to approve the re-launch of
Tysabri. The stable rating reflects Moody’s current assumption that
Elan is on track to meet its 2008 debt maturities. However, Moody’s
believes that the company’s remaining challenges are significant.

Today’s Recommendation

Carphone Warehouse (328p) Strong broadband take-up OwenTurner

e  Recent results: On June 6 Carphone Warehouse reported results
for the full year ended March 2006. The financials came in largely
in line with forecasts, revenues were up 29% to £3,045m, PBT was
up 33% and EPS was 23% higher at 11.7p. Its retail business, which
accounts for 80% of group profits, recorded an impressive 38%
growth in operating profit.

e Broadband take-up: Not only did the company report strong
financials for the period, CPW reported that, in the eights week
to 5 June, 340k customers had signed up for its free broadband
package. This is well ahead of the expected 150k and would
indicate that the company is on track to meet its target of 1.8m
by 2009. While the higher than expected take-up could result in
higher near term costs, we believe that higher profits in H2 are
possible and in turn see upgrades to forecasts.

e Broadband Free Forever: In April CPW unveiled an aggressive plan
to offer free broadband Internet to consumers who subscribe to
its fixed-line voice packages called ‘Broadband Free Forever’.
Carphone said it will charge £21 a month for fixed-line voice calls
and free broadband Internet, significantly cheaper than packages
being offered by existing operators. CPW also announced plans to
accelerate the unbundling process to achieve "full local loop
unbundling” at 1,000 BT exchanges by May 2007, which would
allow it to reach almost 70 per cent of the population in the UK.
The company’s earnings for 2006-07 will take a hit of £50m from
broadband related development costs, but the company has said
that it expects its broadband division to contribute a profit of
£30m in 2007-08.

e AOL rumours: An article recently appeared in the Times
newspaper suggesting that CPW is considering a £1bn bid for UK
business of AOL. However the company subsequently played down
the rumours, declining to comment on whether it was lining up a
bid but said that it didn’t ‘need to buy expertise from outside’.

e High growth: Because of the extensive expenditure required in
CPW’s broadband roll-out over the next 2 years we look to
earnings for 2008-09 to appreciate the potential of its Free
Forever package. Our price target of 375p is based on 15x March
09 EPS of 25p. Our valuation of represents a 10% premium to its
peers in the non-food retail sector but we feel it is justified by its
superior growth potential. CPW will report Q1 sales on July 27
and we will be looking for a further 100k additional broadband
customers. BUY

Business Press

e  Private group sells 5% stake in C&C (IT)

e Standard Life windfalls set to drop by 9% (IT)

e Magners in pubs no other ciders have reached (ll)

Investment Press
e Standard Life: Launching a share offering into a volatile market is
never easy. For Standard Life, after a long journey to the thresh-
old of demutualisation, it must be all the more frustrating.
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Disclosures

This report has been prepared by Dolmen Stockbrokers (‘Dolmen’) for information purposes only to assist investors to
make their own investment decisions and is not intended to and does not constitute personal recommendations nor
provide the sole basis for any evaluation of the securities discussed. Specifically the information contained in this report
should not be taken as an offer or solicitation of investment advice or, encourage the purchase or sale of any particular
security, option, future or other derivative investment. Not all recommendations are necessarily suitable for all investors
and Dolmen recommend that specific advice should always be sought prior to investment, based on the particular
circumstances of the investor. Although the information in this report has been obtained from sources, which Dolmen
believes to be reliable and all reasonable efforts are made to present accurate information Dolmen give no warranty or
guarantee as to, and do not accept responsibility for, the correctness, completeness, timeliness or accuracy of the
information provided or its transmission. Nor shall Dolmen, or any of its employees, directors or agents, be liable to for
any losses, damages, costs, claims, demands or expenses of any kind whatsoever, whether direct or indirect, suffered or
incurred in consequence of any use of, or reliance upon, the information. Any person acting on the information contained
in this report does so entirely at his or her own risk.

All estimates, views and opinions included in this report constitute Dolmen’s judgement as of the date of the report but
may be subject to change without notice. Changes to assumptions may have a material impact on any recommendations
made herein.

Unless specifically indicated to the contrary this report has not been disclosed to the covered issuers(s) in advance of
publication.

Past performance is not necessarily a guide to future returns. The value of investments and the income from them can fall
as well as rise. Investments denominated in foreign currencies are subject to fluctuations in exchange rates, which may
have an adverse affect on the value of the investments, sale proceeds, and on dividend or interest income. Investors may
not necessarily recoup the full value of their original investment. Investors should be aware that forwarding looking
statements and forecasts may not be realised.

This report may not be reproduced (in whole or in part) altered, transmitted or made available to any other person without
the prior written permission of Dolmen.

Dolmen Securities is a Member Firm of the London Stock Exchange, and is authorised by the Financial Regulator under
the Investment Intermediaries Act 1995. Dolmen Stockbrokers is a Member Firm of The Irish Stock Exchange, The
London Stock Exchange, and is authorised by the Financial Regulator under the Stock Exchange Act 1995. Dolmen
Stockbrokers is regulated by the Financial Regulator as a Mortgage Intermediary.

Conflicts of Interest & Share Ownership Policy

Dolmen, its employees, directors or related companies, may have a shareholding in the securities (or related investments/
derivatives) of certain companies covered in this report, or may provide/ solicit investment banking or other services to/
from them.

It is noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be
affected to some extent by revenues arising other Dolmen business units including Corporate Finance, Fund Management
and Stockbroking. Revenues in these business units may derive in part from the recommendations or views in this report.
Notwithstanding, Dolmen is satisfied that the objectivity of views and recommendations contained in this report has not
been compromised.

Dolmen permits research analysts to own shares and/ or derivative positions in issuers they publish research, views and
recommendations on and accordingly analysts involved in the production of this report may own stocks in a company
covered in it. Any own account staff trading is undertaken in strict compliance with Dolmen’s own account internal rules
and therefore Dolmen is satisfied that the impartiality of research, views and recommendations remains assured.

Analyst Certification

Each research analyst responsible for the content of this report, in whole or in part, certifies that: (1) all of the views
expressed accurately reflect his or her personal views about those securities or issuers; and (2) no part of his or her
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that
research analyst in the research report.
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This report is only provided in the US to major institutional investors as defined by s. 15 a-6 of the Securities Exchange Act, 1934
as amended. A US recipient of this report shall not distribute or provide this report or any part thereof to any other person.



