INTERIM REPORT 3rd QUARTER 2006 – COMROD AS GROUP
Introduction

This interim report has been compiled according to the accounting policies applied by the Hexagon Group in its annual report for 2005 and according to IAS 34, Interim Financial Reporting. On 15 September 2006 Lerc S.A. was formally taken over by Hexagon’s subsidiary Comrod AS. The figures from Lerc have been incorporated with effect from medio September, a delay of two months with regard to what was communicated in the previous interim report for the Hexagon Group. 
Comrod achieved a satisfactory turnover, but continued to report a lower profit than usual, due to the postponement of deliveries to the defence market and a product mix shift towards products with lower margins in the commercial market. 

Turnover and market 
The companies achieved a turnover of NOK 34.7 (28.5) million in the 3rd quarter. The improvement is primarily due to increased activity in the commercial maritime segment. Comrod is seeing high order levels in the market for defence communication. Some of these orders are to be delivered in the fourth quarter, but the lion’s share in 2007 and 2008. The company will have lower turnover in the antennas and defence markets this year compared with the two previous years. Power is expected to achieve a turnover in the 4th quarter as assumed when it was acquired. Lerc’s 3rd quarter turnover is as expected. For the 4th quarter a high turnover is expected owing to normal seasonal fluctuations. Lerc’s order levels are good. 

Production and margins 
This year Comrod has seen growth in civilian products, which have somewhat lower margins. Comrod has also experienced increased costs associated with the implementation of a new ERP system. It is expected that the profit margin for 2006 will be somewhat lower than in 2005, but that the margin will improve substantially in the fourth quarter, when some substantial defence orders will be delivered. Lerc’s margins are somewhat lower than Comrod’s, owing to a different product mix. Satisfactory margins for Lerc are expected in the 4th quarter. 

Costs and profit 
The group reported an operating profit of NOK 4,1 (7.5) million in the 3rd quarter. A good operating profit is expected for the fourth quarter, and the business area as a whole will achieve a result for all of 2006 that is on par with 2005. “

Demerger 

The Board of Comrod has recommended a demerger of the Comrod Group from Hexagon. An application to list the new company with effect from the demerger date is in preparation. The intention of the Hexagon Group is to retain an approximately 25 % stake through the conversion of intra-group balances to shares. Comrod’s listing is expected to take effect in the 1st quarter of 2007. Alternatives to demerging Comrod will be considered if the Board finds that this can increase total shareholder value. 

Tau, 21st  December  2006 

Board of Directors ”
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	PROFIT AND LOSS ACCOUNT 
	30.09.2006
	 
	3Q 2006
	 
	30.09.2005
	 
	3Q 2005
	 
	31.12.2005

	Operating revenues 
	83 676
	
	34 716
	
	77 523
	
	28 502
	
	109 559

	Cost of materials incl. changes in WIP
	27 545
	
	13 055
	
	21 528
	
	8 686
	
	30 568

	Payroll and social security expenses  
	31 200
	
	10 078
	
	27 374
	
	8 717
	
	38 132

	Other operating expenses 
	12 611
	
	5 695
	
	9 493
	
	2 979
	
	13 995

	Operating profit before depreciation (EBITDA)
	12 320
	
	5 888
	
	19 128
	
	8 120
	
	26 864

	Depreciation 
	 
	3 856
	
	1 784
	
	1 950
	
	650
	
	2 522

	Operating profit (EBIT)
	8 464
	
	4 104
	
	17 178
	
	7 470
	
	24 342

	Net financial items 
	-4 389
	
	-2 472
	
	-1 210
	
	-437
	
	1 372

	Profit/loss before tax 
	4 075
	
	1 631
	
	15 968
	
	7 033
	
	25 714

	Taxes
	
	-1 349
	
	-633
	
	-4 491
	
	-1 977
	
	-7 296

	Profit/loss after tax 
	2 726
	
	998
	
	11 476
	
	5 056
	
	18 418

	
	
	
	
	
	
	
	
	
	
	

	BALANCE SHEET 
	
	
	
	
	
	
	
	
	

	Intangible assets 
	64 451
	
	
	
	0
	
	
	
	0

	Tangible fixed assets 
	57 686
	
	
	
	19 496
	
	
	
	20 881

	Inventories
	
	46 536
	
	
	
	19 316
	
	
	
	16 200

	Receivables Hexagon-Group
	32 521
	
	
	
	10 974
	
	
	
	13 322

	Other receivables 
	46 092
	
	
	
	29 498
	
	
	
	43 107

	Bank deposits and cash
	1 797
	
	
	
	1 101
	
	
	
	1 678

	Total assets 
	 
	249 083
	
	
	
	80 385
	
	
	
	95 188

	Paid-in capital 
	
	6 496
	
	
	
	6 300
	
	
	
	6 350

	Other equity
	
	5 659
	
	
	
	15 599
	
	
	
	20 229

	Provisions 
	
	10 615
	
	
	
	10 420
	
	
	
	11 756

	Interest-bearing long-term liabilities 
	1 920
	
	
	
	1 820
	
	
	
	0

	Interest-bearing liabilities Hexagon-Group
	180 041
	
	
	
	35 311
	
	
	
	35 475

	Interest-bearing short-term liabilities 
	3 879
	
	
	
	547
	
	
	
	545

	Other current liabilities  
	40 473
	
	
	
	10 388
	
	
	
	20 833

	Total liabilities and equity 
	249 083
	
	
	
	80 385
	
	
	
	95 188

	
	
	
	
	
	
	
	
	
	
	

	CASH FLOW STATEMENT 
	
	
	
	
	
	
	
	
	

	Profit before tax 
	4 075
	
	
	
	15 968
	
	
	
	25 714

	Depreciation/amortisation
	3 856
	
	
	
	1 950
	
	
	
	2 522

	Change in net working capital 
	-4 020
	
	
	
	-12 328
	
	
	
	-18 291

	Net cash flow from operating activities
	3 911
	
	
	
	5 590
	
	
	
	9 945

	Net cash flow from investing activities
	-122 526
	
	
	
	-2 150
	
	
	
	-4 106

	Net cash flow from financing activities 
	117 370
	
	
	
	-3 864
	
	
	
	-5 686

	Net change in cash and cash equivalents 
	-1 245
	
	
	
	-424
	
	
	
	153

	Cash and cash equivalents at start of period 
	1 678
	
	
	
	1 525
	
	
	
	1 525

	Cash from acquisition
	1 364
	
	
	
	0
	
	
	
	0

	Cash and cash equivalents at end of period 
	1 797
	
	
	
	1 101
	
	
	
	1 678

	
	
	
	
	
	
	
	
	
	
	

	EQUITY RECONCILIATION
	
	
	
	
	
	
	
	
	

	Equity at start of period 
	26 579
	
	
	
	29 024
	
	
	
	29 024

	Profit/loss in period 
	2 726
	
	
	
	11 476
	
	
	
	18 418

	Forward exchange contracts
	-965
	
	
	
	-590
	
	
	
	-3 071

	Share based payment / Actuarial gain and losses
	-942
	
	
	
	72
	
	
	
	291

	Exchange rate difference
	521
	
	
	
	0
	
	
	
	0

	Approved/received group contributions from last year
	-15 764
	
	
	
	-18 084
	
	
	
	-18 084

	Equity at end of period  
	12 155
	
	
	
	21 899
	
	
	
	26 579

	
	
	
	
	
	
	
	
	
	
	

	KEY FIGURES
	
	
	
	
	
	
	
	
	
	

	Equity ratio 
	
	4,9 %
	
	
	
	27,2 %
	
	
	
	27,9 %

	Liquidity ratio I 
	1,82
	
	
	
	1,32
	
	
	
	1,31

	Return on equity (annualised)  
	18,8 %
	
	
	
	60,1 %
	
	
	
	66,2 %

	Total return (annualised) 
	5,9 %
	
	
	
	29,2 %
	
	
	
	32,0 %

	Earnings per share 
	1,82
	
	
	
	7,65
	
	
	
	12,28

	Diluted earnings per share 
	1,82
	
	
	
	7,65
	
	
	
	12,28

	Cash flow from operations per share 
	2,61
	
	
	
	3,73
	
	
	
	6,63

	Equity per share 
	8,10
	
	
	
	14,60
	
	
	
	17,72

	Net interest-bearing liabilities  
	185 840
	
	
	
	37 678
	
	
	
	36 020

	
	
	
	
	
	
	
	
	
	
	

	Information on Business Areas:
	30.09.2006
	 
	3Q 2006
	 
	30.09.2005
	 
	3Q 2005
	 
	31.12.2005

	
	
	
	
	
	
	
	
	
	
	

	Comrod Antennas:
	
	
	
	
	
	
	
	
	

	
	Operating income 
	64 435
	
	20 951
	
	77 523
	
	28 502
	
	109 559

	
	Operating profit before depreciation (EBITDA)
	9 995
	
	4 373
	
	19 128
	
	8 120
	
	26 864

	
	Operating profit (EBIT)
	7 709
	
	3 595
	
	17 178
	
	7 470
	
	24 342

	
	
	
	
	
	
	
	
	
	
	

	Comrod Power supplies:
	
	
	
	
	
	
	
	
	

	
	Operating income 
	8 847
	
	3 371
	
	
	
	
	
	

	
	Operating profit before depreciation (EBITDA)
	1 574
	
	652
	
	
	
	
	
	

	
	Operating profit (EBIT)
	576
	
	217
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Lerc Masts and Industrial products :
	
	
	
	
	
	
	
	
	

	
	Operating income 
	10 394
	
	10 394
	
	
	
	
	
	

	
	Operating profit before depreciation (EBITDA)
	751
	
	864
	
	
	
	
	
	

	
	Operating profit (EBIT)
	179
	
	292
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


