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Significant consolidation progress

Divested non-core assets
Nera Electronics divested 

Gain of NOK 131 million
Nera SatCom divested (in October)

Gain of NOK 490 million

Cleaned up Nera balance sheet
Write-downs and provisions of NOK 144 million

Consistent with Eltek accounting principles

Initiated restructuring of Nera Networks
Annual expected cost savings of ~NOK 140 million
Restructuring costs of NOK 63 million in 4Q 06
Additional costs of NOK 15 million over the next three 
quarters



Nera write-downs and provisions

NOK 144m write-downs and provisions

38m inventory obsolescence 
74m provisions for claims/warranties and bad debt
10m share option write-down
12m severance pay, options
10m re-location costs

Limited cash outlays

Charged to Nera’s 3Q income statement



Balance Sheet development
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Net Cash development
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Eltek review

3rd quarter 2006



Key financial figures

-9-2-1.50.80.2-6.0-13.7Net financials

15522874.365.674.446.750.3Pre-tax Profit

22.7Gain from divestment

16422774.762.874.152.864.0EBIT
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1 6342 086600597Revenue

461595170171Gross Profit

3.744.741.481.47EPS

28.228.528.428.7Gross Margin (%)

1 7082 216601570Order entry
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Order entry

Order entry, quarterly
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Continued growth 
+15% vs 3Q ’05
+ 5% vs. 2Q ’06

3Q vs. 3Q ’05
Increase in all main 
regions

3Q versus 2Q
Rebound in the 
Americas region



Revenue

Revenues, quarterly
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Growth in EMEA

3Q vs. 2Q ’06
Growth in EMEA and 
Americas
Decline in Asia Pacific

Completed Australia-
contract



Regional development

Americas revenue, quarterly
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EMEA revenue, quarterly
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Asia Pacific revenue, quarterly
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3Q 2006 Revenue by region

Americas 
21%

EMEA 58%

Asia 
Pacific 
22%



Gross margin

Gross margin, quarterly
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Operating costs

Operating costs, quarterly
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Nera review

3rd quarter 2006



Key figures, continued operations

-2624047144144Result discontinued
operations

1-14-2-8-187-144-43Profit after tax, continued
operations

-112-44-24-10-14Net financials

16-10-7-12-186-144-41Pre-tax Profit

27-11-2-16-162-134-28EBIT
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Migration to Evolution

Start-up issues affected 
both revenue and new 
orders in 3Q

Status:
Robust design for the 6-
15 GHz frequencies
Other frequencies will be 
released continuously

Positive customer 
response on delivered 
products



Order entry

Nera - Order Entry
-continuing business
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Evolution

Project delays
No contracts lost

Positive market 
outlook

Transmission 353 298 510 506 337
Other 76 106 80 86 121
Total 428 403 590 592 458



Revenue

Nera - Revenue
-continuing business
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Transmission 423 375 380 381 306
Other 125 62 136 82 78
Total 548 436 516 463 384

Evolution

Component shortage 
for InterLink

Late deliveries to be 
completed in Q4



Nera gross margin

Nera - Gross margin*
-continuing business
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Nera operating costs

Nera - Operating costs*
-continuing business
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Restructuring of Nera

’Restoring profitability in 2007’



Overview cost reduction program 

R&D Sourcing
Assembly

& 
Logistics

SG&A Revenue

Identified annual cost reductions of 
∼ NOK 120 million

+NOK 10m +NOK 17m -NOK 5m (SatCom)

Updated cost reductions 
∼ NOK 140 million

June:

October:
Cross selling
opportunities

identified



Restructuring plan

Key restructuring elements
Move manufacturing to Slovakia by 1Q 07 
Affects 130 of total headcount of 413 in Bergen
Co-location of global offices started with UK and Russia

Cost reductions 
Expected COGS reductions approx. NOK 65 million

Effect from 2Q 07 – full effect from 4Q 07

Expected OPEX reductions approx. NOK 75 million
Effect from 4Q 06 – full effect from 3Q 07

Total savings of approx. NOK 140 million



Restructuring costs of NOK 63m in 4Q 06
Severance pay, etc. of NOK 21 million
Relocation costs NOK 6 million
Provisions for rent NOK 36 million

Additional expenses of NOK 15 million over 
the next three quarters

Training, etc. of the team in Slovakia

Restructuring costs



Summary

Significant progress in Nera restructuring

Overall healthy market development
Price pressure affecting gross margin

Continued growth in Eltek Energy

Evolution well received by customers

Expected annual cost savings of NOK 140 
million



Q & A



ENCLOSURES



Pro forma Income statement 3Q

23.4%Gross Margin (%)

-14-2-3-19-19Income Tax Expense

50-186-1-1371448Profit Before Tax

-14-24-3810-28Net Financial Items

1-11Other OPEX

64-162-1-9913436Operating Profit
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recurring
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Pro forma income statement YTD

22.8%Gross Margin (%)
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Consolidated Balance Sheet



Consolidated Cash Flow Statement


