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Kongsberg Automotive - Share Offer and listing on Oslo Børs

Important Information
Capitalised terms used in this section shall have the same meaning ascribed to them as in Chapter 1 “Definitions.”
This Prospectus has been prepared in connection with the Share Offer in Kongsberg Automotive
and the application for listing of the Shares on the Main List (or alternatively the SMB list) of
Oslo Børs as further described herein. The Prospectus has been prepared to comply with the
Stock Exchange Regulation and the Securities Trading Act. This Prospectus has been published
in an English version only. Chapter 16 includes a short summary of the Prospectus in
Norwegian. In the event of any discrepancy between the Norwegian summary and the English
text in the Prospectus, the English text shall prevail. The Prospectus has been reviewed by Oslo
Børs pursuant to section 5-7 of the Securities Trading Act and section 14-4 of the Stock
Exchange Regulations. Any documents referred to in the Prospectus are available at Kongsberg
Automotive’s registered office.
The information contained herein is as of the date hereof subject to change, completion or
amendment without notice. There may have been changes in matters, which affect the Company
or its subsidiaries subsequent to the date of this Prospectus. Any new material information that
might have an effect on the assessment of the Offer Shares arising after the publication of this
Prospectus and before the Shares are listed on the Main List (or alternatively the SMB list) of
Oslo Børs, will be published as a supplement to this Prospectus in accordance with section 5-5 of
the Securities Trading Act and section 14-6 of the Stock Exchange Regulations. Neither the issue
or delivery of this Prospectus nor any sale made in connection with the Share Offer shall, under
any circumstances, create any implication that the information contained herein is complete or
correct as of any time subsequent to the date hereof, or that the affairs of the Company or its
subsidiaries have not since changed.
No action has been taken or will be taken in any jurisdiction other than Norway by the Managers,
the Company or the Selling Shareholder that would permit a retail offering of the Offer Shares,
or the possession or distribution of any documents relating to the Share Offer, or any
amendment or supplement thereto. Accordingly, this Prospectus may not be used for the
purpose of, and does not constitute, an offer to sell or issue, or a solicitation of an offer to buy or
subscribe for, any securities in any jurisdiction or in any circumstances in which such offer or
solicitation is not lawful or authorised. Persons into whose possession this Prospectus may come
are required by the Company and the Managers to inform themselves about and to observe such
restrictions.
Each prospective purchaser of the Offer Shares must comply with all applicable laws and
regulations in force in any jurisdiction in which it purchases, offers or sells the Offer Shares or
possesses or distributes this Prospectus and must obtain any consent, approval or permission
required by it for the purchase, offer or sale by it of the Offer Shares under the laws and
regulations in force in any jurisdiction to which it makes such purchases, offers or sales, and
neither the Company nor the Managers shall have any responsibility for these obligations.
For investors in the Unites States of America: The Offer Shares have not been and will not
be registered under the Securities Act of 1933 or any state securities laws, and such Offer Shares
may not be offered or sold within the United States or to, or for the account or benefit of, US
Persons (as defined in regulation S under the Securities Act (“Regulation S”) except in a
transaction exempt from or not subject to the registration requirements of the Securities Act. The
Offer Shares will be offered and sold only (i) if within the United States, or to or for the account
or benefit of US Persons, only to qualified institutional buyers (“QIBs”) (as defined in rule 144A
under the Securities Act) in private placement transactions not involving a public offering, and
(ii) if outside the United States, in offshore transactions in accordance with Regulation S under
the Securities Act. For a description of restrictions on transfers and re-sales, see Chapter 14. See
Chapter 13 “Risk Factors” for a discussion of certain matters that should be considered in
connection with an investment in the Offer Shares.
The Offer Shares have not been approved or disapproved by the U.S. Securities and Exchange
Commission, any state securities commission in the United States or any other U.S. regulatory
authority, nor have any of the foregoing authorities passed upon or endorsed the merits of the
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offering of the Offer Shares or the accuracy or the adequacy of this Prospectus. Any
representation to the contrary is a criminal offence in the United States.
Because of the following restrictions, prospective investors are advised to consult legal counsel
prior to making any resale, pledge or transfer of the Shares.
Prospective investors that are U.S. persons or have a registered U.S. address (each a “U.S.
Investor”) will be required, prior to the purchase of Shares, to execute an Investor
Representation Letter in the form provided to each U.S. Person by or on behalf of the Company.
Each U.S. Investor, by participating in the offering described herein and as a condition to such
participation, hereby acknowledges that the offer and sale of the Shares are being made in a
transaction exempt from the registration requirements of the US Securities Act pursuant to
Section 4(2) of the US Securities Act.
NOTICE TO NEW HAMPSHIRE RESIDENTS
NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION
FOR A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW
HAMPSHIRE REVISED STATUTES (“RSA 421-B”), WITH THE STATE OF NEW
HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER
RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH
FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR
A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS
PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR
RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.
Each purchaser of Offer Shares will be deemed to have acknowledged, by its purchase of Offer
Shares, that the Company, the Managers, their respective affiliates, and other persons will rely
upon the accuracy of the acknowledgements, representations and agreements set forth herein.
The contents of this Prospectus are not to be construed as legal, business or tax advice. Each
prospective investor should consult with its own legal adviser, business adviser and tax adviser as
to legal, business and tax advice.
All inquires relating to this Prospectus and the Share Offer contemplated herein should be
directed to the Managers. Only the Managers are entitled to provide information in respect of the
Share Offer or in respect of matters described in this Prospectus. Information that might be
provided by any other persons is of no relevance to the contents of this Prospectus and should
not be relied upon. In the ordinary course of their respective businesses, the Managers and
certain of their affiliates have engaged, and may in the future engage, in investment banking and
commercial banking transactions with the Company and its subsidiaries.
The Share Offer and this Prospectus is subject to Norwegian law. Any dispute arising in respect
of the Share Offer or this Prospectus is subject to the exclusive jurisdiction of the Norwegian
courts with Oslo District Court as legal venue.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Certain statements in Chapter 2 (“Executive Summary”), Chapter 5 (“Company Overview”),
Chapter 6 (“Business Areas”), Chapter 7 (“Production and Operations”) and elsewhere in this
Prospectus are forward-looking. Such forward-looking statements and information are based on
the beliefs of the Company’s Group Management or assumptions based on information available
to the Company. When used in this document, the words “anticipate”, “believe”, “estimate” and
“expect” and similar expressions, as they relate to the Company or its Group Management, are
intended to identify forward-looking statements. Such forward-looking statements reflect the
current views of the Company or its Group Management with respect to future events and are
subject to certain risks, uncertainties and assumptions. The Company can give no assurance as to
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the correctness of such forward-looking statements. Many factors could cause the actual results,
performance or achievements of the Company to be materially different from any future results,
performance or achievements that may be expressed or implied by such forward-looking
statements, including, among others, risks or uncertainties associated with the Company’s
products, technological development, growth management, relations with customers and, more
generally, general economic and business conditions, changes in domestic and foreign laws and
regulations (including those of the European Union), taxes, changes in competition and pricing
environments, and other factors referenced in this document. Some of these factors are discussed
in more detail under Chapter 13 “Risk Factors”. Should one or more of these risks or
uncertainties materialise, or should underlying assumptions prove incorrect, actual results may
vary materially from those described in this document as anticipated, believed, estimated or
expected. Except as required by applicable law, the Company does not intend, and does not
assume any obligation, to update the forward-looking statements included in this Prospectus as at
the date hereof.
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Declarations of liability

Board of Directors of the Company
This Prospectus has been prepared in connection with the Share Offer and the application for
admission of the Shares to listing on Oslo Børs.
The members of the Board of Directors of Kongsberg Automotive hereby confirm that, to the
best of our knowledge, the information contained in this Prospectus is in accordance with the
facts and contains no omissions likely to affect the import of the Prospectus. Market conditions
and future prospects have been appraised on the basis of best judgement of the Board of
Directors of Kongsberg Automotive. Companies in the Kongsberg Automotive group are not
involved in any litigation or disputes that may be of significance for the assessment of the
Company other than referred to in this Prospectus.
Kongsberg, 6 June 2005
Frode Strand Nielsen

Cato A. Holmsen

Stein Wessel-Aas

Chairman of the Board

Deputy Chairman

Director of the Board

Bjarne Gravdahl

Olav Volldal

Ove Helgesplass

Director of the Board

Director of the Board and CEO

Director, Employee
Representative

Magnar Hagen

Sven-Erik Karlsson

Nils-Olof Söderqvist

Director, Employee Representative

Director, Employee Representative

Director, Employee
Representative

Selling shareholder
The Selling Shareholder confirms his willingness to offer for sale the number of Shares in
Kongsberg Automotive stated below on the terms set out in Section Details of the Share Offer of
this Prospectus, and that these Shares have been transferred to a VPS account to be administered
by the Lead-Manager. Any Shares sold by us in the Share Offer will be sold free of
encumbrances.
Kongsberg, 6 June 2005
Vikaberg Industri AS
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Managers
As Lead-Manager, Carnegie ASA has assisted the Group Management and Board of Directors of
the Company in preparing the Prospectus. PricewaterhouseCoopers has been engaged by
Carnegie ASA to conduct a financial due diligence exercise in respect of Kongsberg Automotive
and its subsidiaries. The Lead-Manager have endeavoured to provide a full and accurate picture
of Kongsberg Automotive, but does not accept any legal or financial liability for the information
in the Prospectus being complete or correct. Furthermore, the Managers do not accept any legal
or financial liability for decisions taken based on the information provided in the Prospectus or in
any other way.
As of 6 June 2005 neither Carnegie ASA nor First Securities ASA owned any Shares in
Kongsberg Automotive. As of the same date, employees of Carnegie ASA and First Securities
ASA – including companies controlled by employees – did not own any Shares in Kongsberg
Automotive.
Oslo, 6 June 2005
Carnegie ASA
Global Coordinator and Lead Manager

First Securities ASA
Co-Lead Manager

Legal advisor
Wiersholm, Mellbye & Bech advokatfirma AS has acted as legal advisor to the Managers and the
Company and the Selling Shareholder in connection with the Company’s application for listing
on Oslo Børs and the Share Offer described in this Prospectus.
We have conducted a limited legal due diligence review of the Company on request from the
Managers. Our due diligence review has been limited to matters of Norwegian law, and has not
covered tax, fiscal, technical, financial or commercial matters.
We have reviewed the information regarding Norwegian legal matters contained in Sections
Details of the Share Offer, Share Capital and Shareholder matters, Tax Issues and Legal Issues of this
Prospectus. On the basis of the information presented to us, it is our view that the said chapters
give a fair and balanced description of the Norwegian legal matters described therein.
Our statement is limited to the above and does not extend to the content of other chapters of the
Prospectus or to any descriptions of commercial, financial, accounting or technical matters
contained in the Prospectus. Our statement is limited to matters of Norwegian law.
Oslo, 6 June 2005
Wiersholm, Mellbye & Bech, advokatfirma AS
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1 DEFINITIONS
Legal entities, definitions and
industrial vocabulary:
AFP.................................................. Avtalefestet pensjon (early retirement pension scheme)
BA .................................................... Business Area
BancBoston .................................... BancBoston Investments Inc.
Board of Directors ........................ The Board of Directors of Kongsberg Automotive Holding
ASA as set out in Section 8.1 (“Board of Directors”)
CAS.................................................. Clutch Actuation Systems
CEO................................................. Chief Executive Officer
CET ................................................. Central European Time
CFAWG.......................................... China First Auto Works Group
CFO ................................................. Chief Financial Officer
Company......................................... Kongsberg Automotive Holding ASA, or Kongsberg
Automotive Holding ASA and subsidiaries, as required by the
context
Ctex.................................................. Ctex Seat Comfort Holding Ltd
CVS.................................................. Commercial Vehicles Systems
DAF................................................. DAF Trucks, a part of PACCAR Inc
D-class............................................. Upper mid-class
DMC................................................ Dongfeng Motor Corporation
EBIT................................................ Earnings Before Interests and Taxes
EBITA............................................. Earnings Before Interests Taxes and Amortisation
EBITDA ......................................... Earnings Before
Amortisation

Interests

Taxes,

Depreciation

and

E-class ............................................. Executive class
ERP.................................................. Enterprise Resource Planning
EUR................................................. Euro
FSN Capital .................................... FSN Capital Partners AS, the management company of the
FSN Capital funds, FSN Capital Limited Partnership I and/or
FSN Capital Holding Ltd, as required by the context
FSN Consortium ........................... A consortium led by FSN Capital consisting of FSN Capital
and BancBoston
GBP ................................................. Great Britain Pounds
GM................................................... General Motors Corporation
Group Management ...................... The Group Management of Kongsberg Automotive Holding
ASA as set out in Section 8.2 (“Group Management”)
HSE ................................................. Health, Safety and Environment
IAS ................................................... International Accounting Standard
If....................................................... If Skadeforsikring NUF
IFRS................................................. International Financial Reporting Standards
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IGB .................................................. IG Bauerhin GmbH
Intier Automotive.......................... Intier Automotive Inc., a part of Magna International Inc.
IPO .................................................. Initial Public Offering
ISO................................................... International Organisation for Standardisation
KA.................................................... Kongsberg Automotive Holding ASA, or Kongsberg
Automotive Holding ASA and subsidiaries, as required by the
context
Kongsberg Automotive ................ Kongsberg Automotive Holding ASA, or Kongsberg
Automotive Holding ASA and subsidiaries, as required by the
context
KRW................................................ Korean won
Lemförder....................................... ZF Lemförder, the car chassis technology division of ZF
Friedrichshafen AG
LIBOR............................................. London InterBank Offered Rate
Management Shareholders ........... Management in Kongsberg Automotive being shareholders in
Bilco AS, to become shareholders in Kongsberg Automotive,
as further described in Section 10.3 (“Description of share
capital and principal shareholders”)
MBO................................................ Management Buyout
Milan................................................ Milan Seating Systems
MPV................................................. Multi Purpose Vehicle
NAFTA........................................... North American Free Trade Agreement
NGAAP .......................................... Norwegian Generally Accepted Accounting Principles
NHTSA........................................... National Highway Traffic Safety Association
NIBOR............................................ Norwegian InterBank Offered Rate
NVH................................................ Noise, Vibration and Harshness
OEM................................................ Original Equipment Manufacturer
P&L.................................................. Profit and Loss
PAG................................................. Premier Automotive Group of Ford Motor Corporation
PPE.................................................. Property, Plant and Equipment
Private Placement .......................... Private Placement of 7,781,000 existing Shares in Kongsberg
Automotive from Vikaberg Industri AS, sold to Private
Placement Shareholders in May 2005, as further described
under Private Placement Shareholders below and in detail
under Section 10.3 (“Description of share capital and
principal shareholders”)
Private Placement
A group of Norwegian institutional investors acquiring Shares
Shareholders ................................... in the Private Placement, including ODIN Forvaltning, Orkla
ASA, Folketrygdfondet, DnB NOR Kapitalforvaltning and
Carnegie Kapitalforvaltning, as further described under
Private Placement above and in detail under Section 10.3
(“Description of share capital and principal shareholders”)
PSA .................................................. PSA Peugeot Citroën
PTFE ............................................... Polytetrafluoroethylene, also called

10
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Raufoss United............................... Raufoss United AS
R&D ................................................ Research and Development
SEK ................................................. Swedish kroner
SUV.................................................. Sport Utility Vehicle
STIBOR .......................................... Stockholm InterBank Offered Rate
Tier 1 ............................................... A Tier 1 supplier is a supplier under direct contract to the
auto-maker
USD ................................................. United States dollar
VAG ................................................ Volkswagen AG (the Volkswagen Group)
VW................................................... The Volkswagen brand within the Volkswagen Group
W.E.T .............................................. W.E.T. Automotive Systems
Wabco.............................................. Wabco Automotive Products Group, a part of American
Standard Companies, Inc
Offer related:
Application Offices ....................... Each of the Application Offices set out in Section 4.7
(“Application Offices”)
Call Option Agreement ................ Option agreement between the Management Shareholders
and the FSN Consortium with respect to shares in Bilco AS,
pursuant to which the options in question will be
discontinued and the Management Shareholders will receive
cash settlement upon listing of Kongsberg Automotive
Co-lead manager ............................ First Securities ASA
Greenshoe Option ........................ The Lead Manager’s option to acquire up to 15 percent of the
Shares in the Secondary Sale from the Selling Shareholder in
connection with over allotment and/or Stabilisation, as
further described in Section 4.10 (“Stabilisation”)
Indicative Price Range .................. The final Offer Price will not be known at the time of
application for Shares. The final Offer Price will be decided
by the Selling Shareholder in collaboration with the Managers
and is expected to be set within the Indicative Price Range of
NOK 45 – NOK 49 per share
Institutional Offering.................... The tranche of the Share Offer in which Shares are being
offered by the Selling Shareholder to institutional investors
and other professional investors, as further described in
Section 4.5 (“Application to purchase Shares through the
Institutional Offering”)
Lead-Manager................................. Carnegie ASA
Lock-up ........................................... The Selling Shareholder and Management Shareholders have
entered into an agreement on specified terms concerning
restrictions in sale of Shares. Refer to Section 10.4 (“Lock
up”)
Main list........................................... The list for the larger companies on Oslo Børs
Managers ......................................... The Lead-Manager and Co-lead Manager
NOK................................................ Norwegian kroner
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Offer Period ................................... The tentative period from 9 June 2005 to 23 June 2005 (both
days inclusive), closing at 12.00 CET, for the Institutional
Offering and the Retail Offering. Refer to Chapter 4 (“Details
of the Share Offer”) and in particular Sections 4.5 and 4.6
(“Application to purchase Shares through the Institutional
Offering” and “Application to purchase Shares through the
Retail Offering”)
Offer Price ...................................... The Offer Price will be set based on a book building process,
in which investors applying for more than 50,000 Shares make
binding offers to acquire Shares. The final Offer Price will be
set based on the demand for Shares on different price levels
and may be set within, below or above the Indicative Price
Range
Offer Shares ................................... The Shares sold in the Share Offer
Oslo Børs........................................ Oslo Børs ASA (the Oslo Stock Exchange)
Prospectus....................................... This prospectus dated 6 June 2005, including all appendices
QIB .................................................. Qualified Institutional Buyer
Retail Offering ............................... The tranche of the Share Offer in which Shares are being
offered by the Selling Shareholder to the public in Norway, as
further described in Section 4.6 (“Application to purchase
Shares through the Retail Offering”)
Secondary Sale................................ Selling Shareholder’s sale of up to 14,500,000 Shares in
Kongsberg Automotive Holding ASA, on the terms set out
under the Share Offer below and in detail under Chapter 4
(“Details of the Share Offer”)
Selling Shareholder ........................ Vikaberg Industri AS, a 100 percent owned subsidiary of Bilco
AS, holding 75.85 percent of the share capital in Kongsberg
Automotive
Share Offer ..................................... Public offer consisting of a Secondary Sale of up to
14,500,000 Shares, as well as a Greenshoe Option of up to
2,175,000 Shares, all Shares with a nominal value of NOK
0.50. The Indicative Price Range is NOK 45 – 49 per share
and the tentative Offer Period starts on 9 June and expires on
23 June 2005 at 12.00 CET
Refer to Chapter 4 (“Details of the Share Offer”)
Shares............................................... Shares in Kongsberg Automotive Holding ASA
SMB list ........................................... The list for the smaller and medium sized companies on Oslo
Børs
Stabilisation..................................... Transactions which the Lead Manager may effect on Oslo
Børs in connection with the Share Offer, involving the
bidding for, purchasing and selling of Shares in the market to
stabilise the price of the Kongsberg Automotive Shares.
Measures of this nature may, once initiated, be discontinued at
any time without prior notice, and may only be carried out up
to and including the 30th day after the first day of listing. See
Section 4.10 (“Stabilisation”)
An agreement between the Lead Manager and the Selling
Stabilisation Redelivery
Agreement ...................................... Shareholder, pursuant to which the Lead Manager has the
right and duty to redeliver Shares acquired through
Stabilisation, however limited up to the number of Shares
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comprising the Greenshoe Option, as further described in
Section 4.10 (“Stabilisation”)
The Public Limited Companies Norwegian Act no. 45 of 13 June 1997 on public limited
Act.................................................... liability companies
The Securities Trading Act .......... Norwegian Act no. 79 of 19 June 1997 on securities trading
The US Securities Act ................... The US Securities Act of 1933
Trading Lot..................................... A Trading Lot of Shares will be dependent on the Offer Price,
but is expected to consist of 200 Shares.
VPS .................................................. Verdipapirsentralen ASA (the Norwegian Central Securities
Depository)
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2 EXECUTIVE SUMMARY
This summary is produced as a supplement to the more detailed information contained in the
Prospectus as a whole and the appendices. Investors who are considering whether to apply for
Offer Shares are strongly encouraged to read the entire Prospectus, particularly Chapter 13 (”Risk
Factors”), in order to make their own judgments.

2.1

Kongsberg Automotive in brief

2.1.1

History

Kongsberg Automotive was established in March 1987 and continued the activities of Kongsberg
Våpenfabrikk’s automotive parts division. Kongsberg Våpenfabrikk had commenced production
of truck brakes in 1957 under an agreement with Volvo. The current CEO, Olav Volldal, led the
management buy-out in 1987 and has been the CEO since then. The Company has had several
different owner structures since 1987, including a period as a listed company on Oslo Børs from
1995 to 1999.
Since July 2001, the Company has been owned partly by a consortium led by the private equity
company FSN Capital and partly by the Management Shareholders, both through the holding
company Bilco AS and Bilco AS’ wholly owned subsidiary Vikaberg Industri AS. In May 2005,
Private Placement Shareholders became owners in Kongsberg Automotive, after having acquired
17.57 percent of the Shares in the Company from Vikaberg Industri AS in a Private Placement.
The ultimate seller in the Private Placement was the FSN Consortium.
The figure below illustrates the current ownership structure in Kongsberg Automotive; Bilco AS
owns 6.59 percent, Vikaberg Industri AS owns 75.85 percent, while the Private Placement
Shareholders own 17.57 percent of the Shares (the Company’s ultimate owners are marked with
grey shading):
FSN Consortium &
Management Shareholders
100 %

Bilco AS
100 %

Private Placement
Shareholders

Vikaberg Industri AS
6.59 %

17.57 %

Kongsberg Automotive

75.85 %

Vikaberg Industri AS will be the Selling Shareholder in the Share Offer.
2.1.2

Business overview

Kongsberg Automotive is a global technology company headquartered in Norway manufacturing
systems, modules and components for the automotive and commercial vehicles industries. The
Company is a leading Tier 1 supplier of seat comfort systems and automatic gearshifts for
passenger cars, as well as clutch actuation systems, manual gearshifts and air-couplings for
commercial vehicles. With 10 manufacturing facilities across four continents, Kongsberg
Automotive serves the needs of a diversified and global customer base. Approximately 50 OEMs
are currently using the Company’s products, including BMW, DaimlerChrysler, Ford, GM,
Toyota, Porsche, Volvo Truck and Scania. Kongsberg Automotive operates through three
business areas; Seat Comfort, Gearshifts, and Commercial Vehicle Systems.
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Kongsberg Automotive

Seat Comfort

Gearshifts

Commercial Vehicle
Systems

(48% of 2004 PF Sales)

(14% of 2004 PF Sales)

(38% of 2004 PF Sales)







 Automatic Gearshifts
 Manual Gearshifts

 Clutch Actuation Systems
 Manual Gearshifts
 Air Couplings

Seat Heating
Seat Ventilation
Seat Support
Head Restraints
Arm Rests

The Company’s business model is characterised by long term perspectives and certain
predictability. The Company’s products are fitted for the customers’ different car platforms. The
life cycle for a typical passenger car platform normally lasts 4 to 7 years, whereas it can last 8 to
10 years for a commercial vehicle. This provides the Company with a certain visibility on future
performance.
During the last two years, Kongsberg Automotive has completed three significant add-on
acquisitions demonstrating Group Management’s ability to identify, negotiate, execute and
integrate acquisition opportunities:
•

In September 2003, the Company acquired Ctex Seat Comfort Ltd in UK, a supplier of
advanced pneumatic seat support systems, with a predominant focus on lumbar support for
passenger cars.

•

In June 2004, Kongsberg Automotive acquired Raufoss United AS, a supplier of aircouplings for medium- and heavy-duty trucks.

•

In June 2005, Kongsberg Automotive acquired Milan Seating Systems, a leading US head
restraint and arm rest supplier, owned by Intier Automotive.

Kongsberg Automotive continues to look for targeted add-on acquisition opportunities as a part
of the strategy.
2.1.3

Strategy

The strategy of the Company must support the long term objective of maximising the profit
potential and can be comprised to consist of three key elements:
•

To operate in attractive growing market segments and be, or have the potential to become
the market leader.

•

Offer unique products based on advanced technology.

•

Internal efficiency securing quality and low cost.

Above these three elements, securing the execution of the operational strategy, lies the corporate
culture, which includes but is not limited to a common set of values, way of thinking,
management style etc.
Market segment and position
The Company operates in market segments characterised by growth due to increased penetration
of the type of products Kongsberg Automotive provides, despite a flat development in the
number of vehicles sold in the traditional markets.
In Seat Comfort the Company has a leading position globally within advanced head restraints and
lumbar supports and a number two position within seat heating. The underlying market drivers
are a combination of increased comfort sought by the drivers, especially for seat heating and
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eventually seat ventilation, whereas increased focus on safety and legislative measures are key
drivers for head restraints. The seat is an important interface between the driver and the car, and
the OEMs are to an increasing extent using the seat as way of differentiating the car from their
competitors.
Within Gearshifts for passenger cars in Europe, the Company holds a number two position
within automatic shifters and a number one position on manual rod shifters. There is a clear
trend towards automatic and automated gearshift solutions based on new technologies due to
improved fuel efficiency and functional flexibility when compared to both manual and the
traditional automatic gearshift solutions.
Within Commercial Vehicle Systems the Company holds a leading position globally on clutch
actuation systems, and a leading position in Europe on manual gear shifters and couplings. There
is a general trend towards increasing demand for heavy-duty trucks on a global basis. More
powerful and higher torque engines are expected to be needed to fulfil the requirements of the
growing heavy-duty truck segment, which will increase demand for clutch actuation systems and
gearshifts manufactured by Kongsberg Automotive.
Unique products
Research and development of new products and solutions is a central part of the Company’s
strategy. The success and growth in each of the Company’s business areas is driven by the ability
to offer improved and innovative solutions to customers. All of Kongsberg Automotive’s R&D
activities are conducted in-house. Kongsberg Automotive has about 100 patent protected
inventions.
Internal efficiency
Since 1999, Kongsberg Automotive has successfully started production in a number of greenfield
facilities in Mexico, Brazil, Poland and China, as a way of moving labour intensive production
and sourcing to low cost areas to improve own cost position and to secure closeness to
customers. The Company is of the opinion that it has potential for further improvements.

2.2

Financial information

The figures in the table below have been derived from the pro forma financial statements where
Ctex Seat Comfort Ltd., Raufoss United AS and Milan Seating Systems have been included for
the entire period from 1 January 2002 to 31 March 2005.
Pro forma financial overview - Kongsberg Automotive Holding ASA
N GAAP
(in 1,000 N OK)
2002
2003

2004

2004

IFRS
1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Audited

Unaudited

Audited

2 240 789

2 427 637

2 760 372

2 759 869

703 395

718 906

EBITDA
EBITDA margin

232 373
10.4 %

264 080
10.9 %

410 727
14.9 %

434 548
15.7 %

93 735
13.3 %

105 157
14.6 %

EBITA
EBITA margin

150 558
6.7 %

186 960
7.7 %

330 993
12.0 %

354 811
12.9 %

73 064
10.4 %

84 933
11.8 %

EBIT
EBIT margin

137 807
6.1 %

172 669
7.1 %

316 405
11.5 %

342 695
12.4 %

70 038
10.0 %

81 690
11.4 %

72 060
3.2 %

118 231
4.9 %

253 143
9.2 %

279 336
10.1 %

55 382
7.9 %

55 046
7.7 %

907 426
805 005
730 016
390 280
1 712 431

938 266
735 705
837 085
242 929
1 673 971

929 253
812 083
775 841
362 970
1 741 336

Operating revenues

Pre-tax profit
Pre-tax profit margin
Total fixed assets
Total current assets
Net interest bearing debt
Equity
Total liabilities and equity
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2.3

Risk factors

A number of risk factors may adversely affect the Company. These risk factors include financial
risks, risks related to the business operations of the Company, environmental and regulatory risks
and risks related to the Share Offer. See Section 13 “Risk factors” for a presentation of a
selection of the various risk elements considered particularly relevant to the Company and the
Share Offer. If any of these risks or uncertainties actually occurs, the business, operating results
and financial condition of the Company could be materially and adversely affected. The risks
presented in this Prospectus are not exhaustive, and other risks not discussed herein may also
adversely affect the Company. Prospective investors should consider carefully the information
contained in this Prospectus and make an independent evaluation before making an investment
decision.
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2.4

Transaction summary

The table below provides an overview of technical transaction data and the anticipated time table
of the Share Offer:
Number of Shares in the
Share Offer:
Greenshoe Option:

Stabilisation:

Stabilisation Redelivery
Agreement:
Indicative Price Range:
Transaction amount:
Minimum order:
Offer Period:
Announcement of
allocation:
Announcement of final
Offer Price:
First day of listing:
Settlement:

Security number:
Application addresses:

Share capital:
Number of Shares:
Nominal value:
Share classes:
Oslo Børs trading symbol:

Up to 14,500,000 Shares offered in the Secondary Sale, as well as a
Greenshoe Option of up to 2,175,000 Shares.
In connection with the Share Offer, the Selling Shareholder has issued a
Greenshoe Option to the Lead Manager, which can be used up until 30
days after the first day of listing. The Greenshoe Option gives the Lead
Manager the right to acquire additional Shares from the Selling
Shareholder up to 2,175,000 for over-allotment, if any, and Stabilisation
sales, in connection with the Share Offer.
In connection with the Share Offer, the Lead Manager may carry out
transactions on Oslo Børs to stabilise the market price of the Kongsberg
Automotive Shares. Measures of this nature may, once initiated, be
discontinued at any time without prior notice, and may only be carried
out up to and including the 30th day after the first day of listing.
An agreement between the Lead Manager and the Selling Shareholder
where after the Lead Manager has the right and duty to redeliver Shares
acquired through Stabilisation, however limited up to the number of
Shares comprising the Greenshoe Option.
NOK 45 – 49 per share.
Up to NOK 817,075,000 assuming the Offer Price is set in the upper end
of the Indicative Price Range, and assuming full exercise of the
Greenshoe Option.
One Trading Lot, defined as 200 Shares.
9 June – 23 June 2005 (both dates inclusive) closing at 12.00 CET. The
Managers and Selling Shareholder may decide to shorten or extend the
Offer Period.
On or about 24 June 2005.
The final Offer Price will be announced through Oslo Børs’ information
system prior to trading on or about 24 June 2005.
On or about 24 June 2005.
Payment in respect of Shares allocated to subscribers in the Institutional
Offering shall be made on or about 29 June 2005. Payment in respect of
Shares allocated to subscribers in the Retail Offering shall be made on 28
June 2005. In the Institutional Offering, settlement will be made as
delivery versus payment. In the Retail Offering, delivery of allocated
Shares will be made subject to payment.
See Section 4.9 “Payment for and delivery of Shares allotted.”
ISIN NO 000 3033102
Carnegie ASA
First Securities ASA
Stranden 1, Aker Brygge
Fjordalléen 16, Aker Brygge
P.O. Box 684 Sentrum
P.O. Box 1441, Vika
NO-0106 Oslo
NO-0115 Oslo
www.first.no
www.carnegie.no
Tel: +47 22 00 93 00
Tel: +47 23 23 80 00
Fax: +47 22 00 94 60
Fax: +47 23 23 80 21
NOK 22,146,385
44,292,770
NOK 0.50 per share
One share class with one vote per share
KOA
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3 BACKGROUND AND REASONS FOR THE OFFER
3.1

Application for listing of Kongsberg Automotive’s
Shares

The contemplated listing of the Shares on Oslo Børs is an important element of the Company’s
strategy. Through the listing, the Company will be able to provide a regulated marketplace for
trading of the Shares, involving continuous market pricing of, and liquidity in, the Shares. The
listing will facilitate the use of capital markets in order to effectively raise equity in the future, to
support growth going forward. The Company may also use its listed Shares as transaction
currency in future acquisitions or mergers.
Kongsberg Automotive has performed three significant acquisitions over the last two years; Ctex
in the UK, Raufoss United in Norway and Milan in the US. In addition, the Company has made
a smaller acquisition in Korea in 2001. These acquisitions are all part of the growth strategy of
the Company. Kongsberg Automotive expects to continue to make targeted acquisitions within
the current niches the Company currently operates.

3.2

FSN Consortium’s divestment

FSN Capital is a private equity firm focused on medium sized (EUR 50-150 million) acquisitions
in the Nordic market. FSN Capital focuses on creating value by contributing to continuous
improvement of the operations and competitiveness of its portfolio companies, as well as
advancing their strategic positions. A normal holding period would be three to eight years with a
possibility of extending the holding period up to an additional two years. As a private equity
fund, making new investments and exiting investments in existing portfolio companies is part of
FSN Capital’s defined business model.
The FSN Consortium has decided to initiate its exit process through a public offer and listing of
the Shares in Kongsberg Automotive on Oslo Børs. An IPO was chosen as the exit route,
because both FSN Capital and Group Management strongly believe in the Company’s
performance and value potential going forward and seeks a continued ownership exposure.
Kongsberg Automotive has identified potential additional structural opportunities which may be
easier to act upon as a listed company applying own liquid Shares as means of payment.
Prior to the public Share Offer, the FSN Consortium conducted a Private Placement to Private
Placement Shareholders in May 2005, thereby reducing its ownership in the Company from 90.31
percent to 72.74 percent. The FSN Consortium will in connection with the Share Offer further
reduce its ownership to a minimum of 35.09 percent of the share capital in the Company,
assuming full exercise of the Greenshoe Option.
As it is not FSN Capital’s long term strategy to own shares in listed companies, FSN Capital
plans to further divest in Kongsberg Automotive through a coordinated sales process. FSN
Capital has, however, committed that the FSN Consortium will not to sell any additional Shares
in the Company during a period of six months following the first day of listing, other than upon
potential exercise of the Greenshoe Option, without the prior consent from the Lead Manager.
FSN Capital views the Company’s future business prospects as attractive, and plans to remain as
a shareholder for a period beyond the Lock-up to capitalise on the future potential.
The Management Shareholders will upon listing on Oslo Børs have their share holdings in Bilco
AS (in total approximately 9.69 percent) converted into individual holdings of Shares in
Kongsberg Automotive. The Management Shareholders will not take part in the Share Offer but
will receive cash compensation from the Selling Shareholder for the value of the Call Option
Agreement related to Bilco AS that will be terminated following the listing.
See Chapter 10 (“Share capital and shareholder matters”) for details.
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4

DETAILS OF THE SHARE OFFER

The Share Offer will comprise a Secondary Sale of up to 14,500,000 Shares from the Selling
Shareholder, as well as Greenshoe Option of up to 2,175,000 Shares. The Share Offer will
include:
•

An Institutional Offering to institutions and other professional investors.

•

A Retail Offering in Norway.

It has been provisionally assumed that approximately 85 to 95 percent of the Share Offer will be
reserved for the Institutional Offering and approximately 5 to 15 percent of the Share Offer will
be reserved for the Retail Offering. However, the final allocation between the tranches and the
number of Shares offered will be decided on or about 23 June 2005 on the basis of the
application level in the respective tranches relative to the overall application level for the Share
Offer.

4.1

The Company’s share capital

The Company’s share capital as of the date of this Prospectus is NOK 22,146,385 divided into
44,292,770 Shares, each with a par value of NOK 0.50.

4.2

The Share Offer and Secondary Sale

The Share Offer consists of a Secondary Sale whereby the Selling Shareholder tenders for
applications for purchase of up to 14,500,000 Shares, as well as a Greenshoe Option of up to
2,175,000 Shares, all Shares with a par value of NOK 0.50.
Assuming that the Offer Price is set within the Indicative Price Range mentioned in Section 4.4
(“Indicative Price Range and final Offer Price”), the gross proceeds from the Share Offer,
assuming full exercise of the Greenshoe Option, will be maximum NOK 817,075,000.
The Selling Shareholder will transfer the Shares in question to a restricted account in the name of
the Managers.

4.3

Conditions for the completion of the Share Offer

On 26 May 2005, the Company applied for listing of the Company’s Shares on the Main list of
Oslo Børs or, alternatively, on the SMB-list.
No application has been made for listing of the Shares on any other stock exchange or authorised
market place. This Prospectus has been published before Oslo Børs has considered the
Company’s listing application. The application will be considered by the Board of Directors of
Oslo Børs by 23 June 2005.
Completion of the Share Offer on the terms set forth in this Prospectus is expressly conditional
upon the Board of Directors of Oslo Børs by 23 June 2005 has approved the Company’s
application for listing of the Shares on Oslo Børs on terms acceptable to the Company. The
Company is confident that the application will be approved. There can, however, be no assurance
that the Board of Directors of Oslo Børs will give such approval.

4.4

Indicative Price Range and final Offer Price

The price of the Shares sold through the Share Offer is expected to be between NOK 45 and
NOK 49 per share but could be higher or lower than this range. This Indicative Price Range has
been determined by the Selling Shareholder in collaboration with the Managers and the
Company. The final Offer Price will be determined by the Selling Shareholder in collaboration
with the Managers on or about 23 June 2005 following the expiry of the Offer Period. The final
Offer Price will be announced through Oslo Børs’ information system prior to trading on or
about 24 June 2005.
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The Indicative Price Range has been determined on the basis of an overall evaluation, including
consideration of the Company’s historic and expected earnings and future market prospects and
a comparison of these factors with the market valuation of comparable companies, as well as
taking into account the expected demand for Shares, in addition to considering the price at which
Private Placement Shareholders acquired Shares for in the Private Placement.
The final Offer Price will be determined following a binding tender process among investors
making applications in excess of 50,000 Shares (“book-building”). The final price and the number
of Shares offered will be based on the level of demand at different price levels.

4.5

Application to purchase Shares through the Institutional
Offering

Institutions and other professional investors who wish to apply for more than 50,000 Shares
must do this through the Institutional Offering. Applications to purchase Shares in the
Institutional Offering must be made in the tentative period from 9 June 2005 to 23 June 2005
(both days inclusive) closing at 12.00 hrs CET, giving notice in writing or by telephone to either
of the Application Offices of the number of Shares applied for and the share price at which such
application is made. Such applications may be cancelled or changed by the applicant at any time
up to the expiry of the Offer Period. Upon expiry of the Offer Period, all applications submitted
that have not been cancelled will be deemed to be binding. The Managers and the Selling
Shareholder may in their sole discretion decide to shorten or prolong the Offer Period. Should
the Managers and the Selling Shareholder decide to shorten or prolong the Offer Period, a press
release announcing such action will be published through relevant media at least 24 hours in
advance. All dates affected by a later termination of the Offer Period will change accordingly.
Investors applying for Shares in the Institutional Offering cannot apply for Shares in the Retail
Offering. The same applies for the investors' (personally) related parties as defined in section 1-5
of the Public Limited Companies Act (i.a. spouse, under age children and companies controlled
by the investor). In the event Shares are applied for both in the Institutional Offering and the
Retail Offering by the investor and/or the investors’ (personally) related parties, the said parties
may risk that the Managers without further notice disregard the applications made in the Retail
Offering. In the event the Managers for whatever reason do not disregard the applications made
in the Retail Offering on the basis referred to above, the investor may not use the basis referred
to above as a ground to require a reduction of Shares allotted to the investor and its personally
related parties.

4.6

Application to purchase Shares through the Retail
Offering

Applications to purchase Shares through the Retail Offering must be made for a specified
number of Shares in the tentative period from 9 June 2005 to 23 June 2005 (both days inclusive)
closing at 12.00 hrs CET. The Managers and the Selling Shareholder may in their sole discretion
decide to shorten prolong the Offer Period. Should the Managers and the Selling Shareholder
decide to shorten or prolong the Offer Period, a press release announcing such action will be
published through relevant media at least 24 hours in advance. All dates affected by a later
termination of the Offer Period will change accordingly.
The Retail Offering will apply to any application for up to and including 50,000 Shares. This
implies that if any application is made through the Retail Offering for more than 50,000 Shares,
the application will be set at 50,000 Shares. Applications for Share in excess of 50,000 Shares
must be made through the Institutional Offering. The minimum application for the Retail
Offering is 200 Shares, equivalent to one Trading Lot.
The Retail Offering applies only to residents and domiciles in Norway. Investors may only
submit one application on behalf of him- or herself and his or hers personally related parties as
defined in section 1-5 of the Public Limited Companies Act (i.a. spouse, under age children and
companies controlled by the investor) in the Retail Offering. Related parties that apply for more
than 50,000 Shares in the Retail Offering may risk that the Managers without further notice
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reduce the aggregate amount the related parties have applied for to 50,000 Shares. Investors that
apply for Shares in the Institutional Offering may not apply for Shares in the Retail Offering, and
the same applies for the investors' (personally) related parties. In the event the Managers for
whatever reason do not reduce the amount of Shares applied for in the Retail Offering on the
basis referred to above, the investor may not use the basis referred to above as a ground to
require a reduction of Shares allotted to the investor and its (personally) related parties.
Applications to purchase Shares may be made conditional on the Offer Price being within or
lower than the Indicative Price Range of NOK 45 and NOK 49 per share. Applications subject
to such a condition must explicitly indicate this by completion of the appropriate section of the
application form. If the application is made subject to such a condition in respect of the Offer
Price and the Offer Price is higher than the stipulated price, the application will be discarded
without notice to the applicant. Applications that do not explicitly contain any such condition
will be treated as binding applications regardless of the Offer Price. The same applies to
applications made “at market” or with similar expressions.
Applications to purchase Shares through the Retail Offering must be made on the application
form provided. Copies of the Prospectus including the application forms can be obtained on
request from either Carnegie ASA or First Securities ASA. Correctly completed application forms
must be received by one of the Application Offices no later than 12.00 hrs CET on 23 June 2005.
Applications received are legally binding. Application forms that are incorrect or incomplete, or
that are received after the expiry of the Offer Period, may be discarded without notice to the
applicant.
Applications for Shares in the Retail Offering can also be made through the Internet at the
addresses; www.carnegie.no or www.first.no. Applicants using the Internet must have a VPS
account. Such applications are legally binding subject to being registered prior to 12.00 hrs CET
on 23 June 2005.

4.7

Application Offices

Applicants must have a VPS account and an account with a Norwegian bank in order to be
allotted Shares. If an applicant does not have a VPS account, it can be arranged through the
Application Offices, the majority of banks, post offices or investment firms. The Application
Offices are:
Carnegie ASA
Stranden 1, Aker Brygge
P.O. Box 684 Sentrum
NO-0106 Oslo
www.carnegie.no
Telephone: +47 22 00 93 00
Facsimile: +47 22 00 94 60
First Securities ASA
Fjordalléen 16, Aker Brygge
P.O. Box 1441 Vika
NO-0115 Oslo
www.first.no
Telephone: +47 23 23 80 00
Facsimile: +47 23 23 80 21

The Prospectus is also available at the Internet addresses; www.carnegie.no and www.first.no.
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4.8

Allotment of Shares

The number of Shares offered and the allotment of Shares will be determined by the Selling
Shareholder in collaboration with the Managers.
It has been provisionally assumed that approximately 85 to 95 percent of the Share Offer will be
reserved for the Institutional Offering and approximately 5 to 15 percent of the Share Offer will
be reserved for the Retail Offering. However, the final allocation between the tranches and the
number of Shares offered will be decided on or about 23 June 2005 on the basis of the
application level in the respective tranches relative to the overall application level for the Share
Offer.
Decisions on allotment in the Institutional Offering will, in accordance with normal practice for
institutional offerings, take into account matters such as pre-marketing and management roadshow participation and feedback, early application, price sensitivity, the relative size of the
application, perceived investor quality, sector knowledge, investment horizon and investment
history. The overriding objective will be to create an appropriate long-term shareholder structure
beneficial for the Company. The Selling Shareholder and Managers reserve the right to give
preference to applicants that have industry knowledge and have expressed long-term perspectives
with the investment. Furthermore, the Selling Shareholder and Managers further explicitly reserve
the right, at their sole discretion, to take into account the credit worthiness of any applicant. The
Selling Shareholder and Managers may also set a maximum allocation to any applicant in the
Institutional Offering.
Allotment of Shares for the Retail Offering will endeavour to give all applicants full allotment. In
the event of oversubscription, allotment will in the first place endeavour to ensure that all
applicants receive at least the number of Shares expected to make up one Trading Lot. Smaller
applications may therefore be granted a larger relative allotment than larger applications. The
allotment of additional Shares will apply objective criteria based on a pro rata approach. If the
Share Offer is oversubscribed to such an extent that it is not possible to allot one Trading Lot of
Shares to every applicant that has applied for at least one Trading Lot, allotment of Trading Lots
will be made on a random basis using VPS simulation procedures. The Selling Shareholder and
Managers may also set a maximum allocation to any applicant in the Retail Offering.
The allotment of Shares for both the Institutional Offering and Retail Offering will take place
after the expiry of the Offer Period on 23 June 2005 at 12.00 CET. General information on
allotment will be published pursuant to Section 4.11 (“Publication of technical information on
the Share Offer”) below and will be distributed to all applicants on or about 24 June 2005. Any
applicant wishing to know the precise amount allotted can do so by contacting either Managers
from the morning (09:00 hrs CET) of 24 June 2005 and onwards. Applicants who have access to
investor services through the institution operating their VPS accounts will be able to check how
many Shares they have been allotted from and including 24 June 2005. Should the Managers
decide to extend the Offer Period, all dates indicated in this section will change accordingly.
The distribution of the Shares offered through the Share Offer between Norwegian investors and
international investors will be decided on the basis of the allotment criteria described above. No
Shares have been reserved for any specific national market and it is expected that the Share Offer
will be evenly distributed between Norwegian and international investors.

4.9

Payment for and delivery of Shares allotted

Payment by applicants in the Institutional Offering will take place against delivery of Shares
expected to take place on 29 June 2005.
Applicants for Shares in the Retail Offering will, as part of the application, grant a one-time
authority to the Managers to debit the cost of the Shares allotted from a specified bank account.
Notices of allotment will be sent out on or about 24 June 2005. Payment will be deducted from
the nominated bank account on 28 June 2005. Please note that it usually takes at least one day to
transfer money from one bank account to another. Shares allotted are expected to be transferred
to applicants’ individual VPS accounts on 29 June 2005, subject to the deduction of payment
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from their bank accounts on 28 June 2005. In the event of any delay in payment, interest will
accrue in accordance with the Interest on Overdue Payments Act, currently 8.75 percent p.a.
In the event that funds are not available on the specified account at the appropriate time, or
payment cannot be claimed from the nominated account for some other reason, the Managers
and the Selling Shareholder reserve the right to sell any Shares allotted at the investors risk and
expense, cf. section 11-5 of the Securities Trading Act.
The Shares are expected to be tradable on Oslo Børs from and including 24 June 2005. This
applies both to Shares purchased through the Retail Offering and Shares purchased through the
Institutional Offering. However, delivery of Shares is conditional on payment being received in
accordance with the payment terms set out above. Anyone who wishes to transfer Shares before
delivery has taken place runs the risk of not having Shares to deliver if settlement has not been
received in accordance with the payment terms set out above.

4.10 Stabilisation
In connection with the Share Offer, Carnegie ASA, acting as Stabilisation manager on behalf of
the Managers, may bid for, purchase or sell Shares in the market to stabilise the price of the
Shares in accordance with prevailing rules and regulations. However, the Stabilisation manager is
not required to engage in any Stabilisation activities. Such Stabilisation activities, which, if
commenced, may be discontinued at any time, and may be carried out in the period from the first
day of trading of the Shares on Oslo Børs to and including the thirtieth day after the first day of
trading. Stabilisation activities may result in a market price of the Shares that is higher than would
otherwise prevail or prevent or retard a decline in the market price of the Shares. The
Stabilisation manager will not as a part of any Stabilisation activities purchase Shares at a higher
price than the Offer Price in the Share Offer.
Any Stabilisation activities will be conducted in accordance with the European Standards for
Stabilisation issued by the Committee of European Securities Regulators in April 2002, and in
accordance with Commission Regulation (EC) No 2273/2003 implementing Directive
2003/6/EC of the European Parliament and of the Council as regards exemptions for buy-back
programmes and stabilisation of financial instruments.
A stock exchange notice stating that Stabilisation activities may occur will be issued on the first
day of trading of the Shares on Oslo Børs. Within one week of the end of the Stabilisation
period, the Managers will publish a statement through the information system of Oslo Børs with
information as to whether or not any Stabilisation activities have been undertaken. If Stabilisation
activities have been undertaken, the statement will also include information on;
•

the total amount of Shares sold and purchased;

•

the dates at which the Stabilisation period started and ended;

•

the price range between which stabilisation was undertaken, as well as the highest, lowest and
average price paid during the Stabilisation;

•

the date at which Stabilisation last occurred.

Over allotment and Greenshoe Option
In connection with the Share Offer, the Stabilisation manager may over allot a number of Shares,
not to exceed 15 percent of the Shares comprising the Secondary Sale and under no
circumstances more than 2,175,000 Shares.
The Selling Shareholder has granted the Stabilisation manager a Greenshoe Option pursuant to
which the Stabilisation manager may purchase up to 15 percent of the Shares comprising the
Secondary Sale from the Selling Shareholder, at a price equal to the Offer Price. The Shares
acquired through the Greenshoe Option may be used for covering over allotment and/or
Stabilisation sales in connection with the Share Offer. The Greenshoe Option may be exercised
on one or more occasions at any time during a 30 day period starting on the first day of trading
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of the Shares at Oslo Børs. Any exercise of the Greenshoe Option will be promptly announced
through the information system of Oslo Børs.
Stabilisation Redelivery Agreement
Should the Stabilisation manager purchase Shares in the market as part of Stabilisation, the
Selling Shareholder and the Stabilisation manager have entered into a Stabilisation Redelivery
Agreement, pursuant to which the Stabilisation manager has the right and duty to redeliver
Shares acquired through Stabilisation, however limited up to the number of Shares comprising
the Greenshoe Option.

4.11 Publication of technical information of the Share Offer
While the Shares will not be admitted to listing on Oslo Børs until 24 June 2005, the Company
will seek to use the Oslo Børs information system to publish technical information in respect of
the Share Offer. This applies to information about any changes in the Indicative Price Range, the
final determination of the Offer Price, the number of Shares in the Share Offer, information on
allotment etc.

4.12 Stock exchange listing of the Shares
Kongsberg Automotive submitted an application to Oslo Børs on 26 May 2005 for listing on the
Main List of Oslo Børs, including an alternative application for listing on the SMB List in the
event that the conditions for listing on the Main List are not satisfied, to be decided by the Board
of Directors of Oslo Børs by 23 June 2005. Provided that the listing application is approved, it is
expected that the first quotation and trading day will be 24 June 2005. A Trading Lot of Shares
will be dependent on the Offer Price, but is expected to consist of 200 Shares. Kongsberg
Automotive’s ticker code will be “KOA”.

4.13 VPS registration
The Shares are registered with the VPS. The share register is maintained by DnB NOR Bank
ASA, Securities Service Department. The Company’s securities registration number is ISIN NO
000 3033102.

4.14 Rights conferred by the Shares offered
The Shares offered for sale through the Share Offer will confer all shareholder rights from such
time as payment for the Shares has been made.

4.15 Costs
Transaction costs, together with all other costs directly attributable to the Share Offer will be for
the account of the Selling Shareholder and the Company. The following table provides a
breakdown of the expected costs carried by the Company.
Name:

Location:

Nature of work involved:

Carnegie ASA
First Securities ASA
Wiersholm Mellbye Bech Advokatfirma AS
PricewaterhouseCoopers AS
Ernst & Young AS
Other

Oslo
Oslo
Oslo
Oslo
Oslo

Lead Manager
Co-lead Manager
Legal advice and due diligence
Financial due diligence
Company’s auditors
Printing, travel etc.

Amount
(NOKm):
7.9
2.5
0.5
0.3
0.3
0.5

The fees charged by the Managers are calculated on the basis of a separate agreement pursuant to
which the Managers are entitled to a commission calculated as a percentage of the gross proceeds
in the Share Offer. The fees charged by the Managers are calculated based on the lower limit of
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the price range and 14,500,000 Shares sold in the Secondary Sale, and include the management
fee and selling commission, but exclude any discretionary incentive fee. Expenses for legal and
auditing advice and other costs are based on estimated time consumed. Any transaction fee from
the Greenshoe Option, which may or may not be part of the transaction, is not included in the
table above, but is expected to make up maximum NOK 1.1 million on behalf of the Company.

4.16 Managers
The Managers of the Share Offer are Carnegie ASA and First Securities ASA.
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5 COMPANY OVERVIEW
Kongsberg Automotive is a global technology company headquartered in Norway manufacturing
systems, modules and components for the automotive and commercial vehicles industries. The
Company is a leading Tier 1 supplier of seat comfort systems and automatic gearshifts for
passenger cars, as well as clutch actuation systems, manual gearshifts and air-couplings for
commercial vehicles. With 10 manufacturing facilities across four continents, Kongsberg
Automotive serves the global needs of a diversified customer base. Approximately 50 OEMs are
currently using the Company’s products, including BMW, DaimlerChrysler, Ford, GM, Toyota,
Porsche, Volvo Truck and Scania. Kongsberg Automotive operates through three business areas;
Seat Comfort, Gearshifts, and Commercial Vehicle Systems. The Company has a long term
perspective in all operational matters and a certain visibility on future performance. The
Company’s products are fitted for the customers’ different car platforms. The life cycle for a
typical passenger car platform will normally be 4 to 7 years, whereas for a commercial vehicle it
can last 8 to 10 years. This provides the Company with a certain visibility on future performance.

5.1

History

Kongsberg Automotive was established in March 1987 to continue the activities of Kongsberg
Våpenfabrikk’s automotive parts division, which commenced production of truck brakes in 1957
under an agreement with Volvo. In the mid-1970s, as part of efforts by Norwegian authorities to
set up industries in areas outside of major urban centres, Kongsberg Automotive opened two
factories, one in Rollag and one in Hvittingfoss, and the Company began developing its own
products in the 1980s. Mr. Olav Volldal led the management buyout in 1987 together with two
other executives and has remained in the position as CEO of the Company since that time.
Having originally started as a Norwegian based company producing contracted products mainly
to Volvo, Kongsberg Automotive is today a global enterprise.
The table below gives an overview of Kongsberg Automotive’s historical development:
1957



Kongsberg Våpenfabrikk commenced production of truck brakes under an agreement
with Volvo.

1987



Kongsberg Automotive was established 25 March 1987 through a management buyout
from Kongsberg Våpenfabrikk. Olav Volldal led the MBO together with two other
executives.
All employees in the Company were invited as shareholders.


1989




Sold to Convectus, a Swedish investment firm.
Acquired by Finnveden, at that time a conglomerate, now a subcontractor to the
automotive industry.

1990



Acquired by Raufoss and Den Norske Creditbank (DnC).

1994



The Norwegian Industrial and Regional Development Fund (SND), now named
Innovation Norway, was invited as new shareholder in the Company.

1995



Kongsberg Automotive was listed on Oslo Børs.

1996



Acquisition of Scandmec (Sweden).

1997



Acquisition of Euro Autotech (Sweden).

1999



Acquired by Industri Kapital.

2001




FSN Capital became the main shareholder of the Company.
Acquisition of Jung-Ang (Korea).

2003



Acquisition of Ctex Seat Comfort Holding Ltd. (United Kingdom).

2004



Acquisition of Raufoss United AS (Norway).

2005



Acquisition of Milan Seating Systems (USA).

The figures below show the development in the Company’s sales since incorporation. The pro
forma sales figures include the effect of the acquired companies Ctex in September 2003, Raufoss
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United in June 2004 and Milan in June 2005, as if they had been acquired at the start of year
2002:
3000

N OK million

2500
2000
1500
1000
500
0
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Actual sales

Pro forma sales adjustment

Recent Acquisitions
During the last two years, Kongsberg Automotive has completed three transactions
demonstrating Group Management’s ability to identify, negotiate, execute and integrate
acquisition opportunities:
•

In September 2003, the Company acquired Ctex Seat Comfort Holding Ltd. (“Ctex”) based
in Burton upon Trent, UK. Ctex (now named Kongsberg Automotive Ltd.) is a supplier of
advanced pneumatic seat support systems, with a predominant focus on lumbar support for
passenger cars. Ctex has been fully integrated into BA Seat Comfort and all Ctex products
are now sold and marketed under the Kongsberg Automotive brand. Ctex had sales of NOK
228 million in 2003 and NOK 291 million in 2004.

•

In June 2004, Kongsberg Automotive acquired Raufoss United AS (“Raufoss United”) from
Raufoss ASA. Raufoss United is a supplier of air-couplings for medium- and heavy-duty
trucks, and has been integrated into BA Commercial Vehicle Systems. Kongsberg
Automotive will continue to use the Raufoss Couplings brand for air-couplings due to its
strong brand recognition and dominant market position. Raufoss United had sales of NOK
421 million in 2004. In May 2005, Raufoss United AS was renamed Kongsberg Automotive
AS.

•

In June 2005, Kongsberg Automotive acquired Milan Seating Systems (“Milan”), a leading
US head restraint and arm rest supplier, owned by Intier Automotive, which is again
ultimately owned by Magna International. The business comprises one manufacturing facility
in Milan, Tennessee, and will be integrated into BA Seat Comfort. Milan had sales of
approximately NOK 387 million in 2004. The acquisition will further strengthen Kongsberg
Automotive’s presence in the North American market and ensure a leading position in a fast
growing automotive niche market.

Kongsberg Automotive continues to look for targeted add-on acquisition opportunities as a part
of the operational strategy.
Integration process
A key element behind Kongsberg Automotive’s history of successful acquisitions is the
Company’s ability to integrate the acquired entity into the organisation. The integration process is
based on co-operation in different integration teams, being normally divided between Market,
Operations (production, logistics and purchase), R&D, Quality, Support Systems (finance and IT)
and Human Resources. Members from Kongsberg Automotive and the acquired company also
participate in the teams. Every team establishes objectives and carries out their work in
accordance to a master plan. They identify synergies (quantitative and qualitative) and apply the
best practice to the new company. The teams, supported by a steering committee, form the new
organisation, systems and practice to be implemented.
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5.2

Business objectives and strategy

5.2.1

Vision

Kongsberg Automotive will create value to all stakeholders by being the customers’ first choice.
5.2.2

Business concept

Kongsberg Automotive operates within the international automotive industry. The Company
seeks to have a leading position in Seat Comfort, Gearshifts and Commercial Vehicle Systems,
and to focus on business areas with considerable growth drivers.
5.2.3

Strategy

The strategy of the Company must support the long term objective of maximising the profit
potential and can be comprised to consist of three key elements:


To operate in attractive growing market segments and be the market leader.



Offer unique products based on advanced technology.



Internal efficiency securing quality and low cost.

Above these three elements, securing the execution of the strategy, lies the corporate culture.
The operational strategy is illustrated in the figure below:
Culture
Objectives

Discipline

Values

Long term
oriented

Face the facts

y
na
le
ffi
cie
nc
In

ter

Profit
potential

ts
uc
rod

Purchase/
insourcing

ep
iqu

Zero defects

Best functions

Un

Improvements

Right person
on the bus

Unique technology
Lowest cost

Market segments
Market share

Market growth

Market segments
Kongsberg Automotive seeks to compete in attractive market segments characterised by an
underlying growth driven by increased penetration for the type of products Kongsberg
Automotive is offering. The Company’s dependence on the overall development in total car sales
or commercial vehicle sales is therefore significantly reduced. Through growth, the Company
benefits from improved profitability driven by significant scale effects on fixed costs. Hence,
even stable contribution margins will secure strong EBIT growth.
Kongsberg Automotive seeks to be or have the potential to become the market leader in each
and every product area the Company operates within, securing a foundation for continued above
average profitability.
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Unique products
Customers demand high-quality products and services, innovation, continuous improvements,
on-time deliveries and global presence in addition to competitive prices and terms. Kongsberg
Automotive seeks to satisfy these requirements by a strong focus on internal R&D within each
Business Area, developing advanced product technology that offers users more functionality at a
lower cost. Product innovation through internal R&D is important to secure and potentially
improve the contribution margins.
Internal efficiency
Kongsberg Automotive continues to design and standardise working methods to further improve
product quality and reduce internal resource consumption and thereby ensuring a high level of
customer satisfaction and price competitiveness. An example is relocation of manufacturing
operations as well as purchasing to countries with the best combination of quality and cost.
Kongsberg Automotive has a very good track record of moving operations from one plant to
another to gain from cost savings and optimise quality. The Company has done this efficiently
without any business interruption and avoided overtime payments and lack of quality. The latter
one is the most important in all operations. To ensure these transitions to be cost-effective and
reliable, planning, timing and preparations are the keys. Moving is also done stepwise to prepare
the organisation and ensure the right product quality.
Corporate culture
In order to achieve the defined strategy and secure alignment among the employees, Kongsberg
Automotive has developed a distinct corporate culture. A common set of values, fact based
management, constantly striving for superior performance and discipline in the planning and
follow up of the business are important elements of the corporate culture.

5.3

Legal structure

All subsidiaries, foreign and domestic, are wholly-owned directly or indirectly by Kongsberg
Automotive Holding ASA.
Subsidiary

Country

Ownership

Europe
Kongsberg Automotive AB

Sweden

100%

Ctex Seat Comfort Ltd.

UK

100%

Kongsberg Automotive Ltd.

UK

100%

Kongsberg Automotive Sp. z o.o.

Poland

100%

Kongsberg Automotive S.A.R.L.

France

100%

Kongsberg Automotive GmbH

Germany

100%

Kongsberg Automotive AS

Norway

100%

Raufoss Couplings France SaS

France

100% owned by
Kongsberg
Automotive AS

USA

100%

Mexico

100% owned by
Kongsberg
Automotive Inc.

Brazil

100%

Kongsberg Automotive Ltd.

Korea / Japan (Office)

100%

Kongsberg Automotive Ltd.

China

100%

Americas
Kongsberg Automotive Inc.
Kongsberg Automotive S. de R.L. de C.V.

Kongsberg Automotive Ltda.
Asia
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A reorganisation process has recently taken place in the Company, where production facilities
previously owned by Kongsberg Automotive Holding ASA have been transferred to Kongsberg
Automotive AS, in order to gather all Norwegian operations in one joint company, thereby
securing that Kongsberg Automotive Holding ASA in the future will only focus on ownership
functions for the group, while operations are carried out by its subsidiaries. Pursuant to the
reorganisation, Kongsberg Automotive Holding ASA and Kongsberg Automotive AS changed
their names from Kongsberg Automotive ASA and Raufoss United AS, respectively.

5.4

Organisational structure

Below is an overview of the organisational structure of the Company:
Olav Volldal
Chief Executive Officer

Finance & IT

BA CVS

BA Gearshifts

BA Seat Comfort

Erik Magelssen
Group Executive

Bård Klungseth
Group Executive

Hans Trogen
Group Executive

Grunde T. Engh
Group Executive

Purchase

After Market

Svein-Olav Torø
Director

Bjørn E. Petersen
Director

Group Support
HR
QA/ HSE/ Best Practice
PR

KA Far East

KA North America

Bent Wessel-Aas
Group Executive

H.P. Havdal
Group Executive

KA Korea

KA Mexico

KA Japan

KA Norway

KA China

KA Sweden
KA Poland

KA France
KA UK
KA Germany
KA Brazil
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6 BUSINESS AREAS
Kongsberg Automotive operates through the three business areas Seat Comfort, Gearshifts and
Commercial Vehicle Systems:
Kongsberg Automotive

Seat Comfort

6.1

Gearshifts

Commercial Vehicle
Systems

(48% of 2004 PF Sales)

(14% of 2004 PF Sales)

(38% of 2004 PF Sales)







 Automatic Gearshifts
 Manual Gearshifts

 Clutch Actuation Systems
 Manual Gearshifts
 Air Couplings

Seat Heating
Seat Ventilation
Seat Support
Head Restraints
Arm Rests

Seat comfort

Kongsberg Automotive’s Seat Comfort business area designs and manufactures various seat
comfort products including seat heating and ventilation systems, powered seat support systems,
head restraints and arm rests. The Company has for a long time been one of the market leaders
in the area of seat heating. In September 2003 the Company acquired Ctex Seat Comfort Ltd., a
UK-based manufacturer of advanced pneumatic seat support systems. The Company also
acquired Milan Seating Systems in June 2005, a US head restraint and arm rest supplier.
Kongsberg Automotive is the only supplier in the world currently delivering the full range of seat
comfort products, and the latest acquisitions will contribute to a leading position in all product
areas. Customers include both car manufacturers and automotive seat suppliers Tier 1 in Europe,
Asia and North America.
Passenger car manufacturers have for some time aimed to increase their profit margin per vehicle
by offering a growing number of optional accessories. Air-conditioning, electric windows and
power steering are examples of accessories that were originally offered as optional extras, but that
have more and more become standard equipment over the course of time. Similarly, car
manufacturers have offered seat heating as an option on an increasing number of models over
the past years, along with seat climate control, advanced head restraints and powered lumbar
support more recently. Saab and Volvo, both of which are supplied by Kongsberg Automotive,
have led the market in introducing seat climate products (seat heating since 1970s) and advanced
head restraints in their vehicles.
The market for optional luxury extras, such as seat heating and powered lumbar support, has
demonstrated resilience to the economic cycle. In an environment of maturing car sales,
penetration can increase as packages of options are added to vehicles at no extra cost for the
customer, to make them more attractive to potential car-buyers. This is particularly a
phenomenon in the US market, where car dealers hold an inventory of cars that consumers are
able to take delivery of immediately. Likewise, penetration of luxury extras can actually increase
on car platforms reaching the end of their lifecycle.
As cars generally are getting more and more similar from a technical point of view, a key
challenge for the OEMs is how to differentiate their cars from their competitors. Design and the
satisfaction the driver gets from operating the car are important aspects in that respect. The seat
is the most important direct interface between the driver and the car, and the OEMs have
become increasingly focused on using the seat as a differentiator. In addition to improving the
safety aspects of the seat with respect to advanced head restraints, the comfort aspect is also
developing rapidly. This is resulting in inventions such as seat ventilation systems, lumbar
support- and massage systems and also head restraints with side wings and communication
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functions, currently only available in the high end car segment. However, the use in more midclass cars is expected to increase and should offer an attractive market potential for Kongsberg
Automotive, due to its leading position within seat comfort.
Kongsberg Automotive is one of the market leaders in the individual product areas within its
targeted market segment of high-end luxury vehicles. The Company believes that it has a
competitive advantage as the only supplier of a complete portfolio of seat comfort products.
Besides enabling the Company to develop integrated systems that requires less space within a seat
and consumes less power, the Company is now able to bid for vehicle platforms providing
complete seat comfort solutions.
The table below gives an overview of the different product areas in BA Seat Comfort:
Product Area

Principal Products

Seat Heating

•

Seat heating systems

Seat
Ventilation

•

Seat ventilation systems

Seat Support

•

Pneumatic lumbar
support systems
Pneumatic side support
systems
Other seat support
products

•
•

•

Head
Restraints

1
2

Advanced head restraints
featuring:
— Whiplash protection
— Foldable design
— Seat integration
• Arm rests

Based on 2004 pro forma figures due to the acquisition of Milan
New product, orders made.
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6.1.1

Seat Heating

Product description
Kongsberg Automotive supplies heating systems used in automotive seating, with heating
solutions ranging from high-end fully-integrated systems comprising a heating element and
temperature control unit, to simpler thermostat regulated heating systems. Kongsberg
Automotive’s heating elements are manufactured out of copper wiring, including the Company’s
patented SMART Wire™ technology, and come in different formats to meet the specific design
needs of seat and car manufacturers:
•

The TRIM IN™ heating elements are sewn into the seat fabric. This is a mature technology
being used on high end cars.

•

The TRIM AD™ heating elements adhere directly to the inside surface of upholstery fabric,
and are mainly used on cars produced in France. The technology is protected by Kongsberg
Automotive patents.

•

The FOAM AD™ heating elements adhere to the seat foam, being the most common
technology used in seat heating.

The Company’s patented SMART TCU™ temperature control units provide precise electronic
regulation of the seat heating element as well as fail-safe features to ensure the safety of the
system. The temperature control units are designed to communicate with other onboard systems,
such as the vehicle's computer, seat memory and climate modules, or “smart” temperature
switches, or to work as standalone systems.
Market
The Company estimates the European market for seat heating elements in 2004 to be 5.8 million
seats and expects this to grow to 7.1 million seats in 2009. According to CSM Worldwide, an
automotive market analysis firm, 16 percent of the cars manufactured in Europe are being fitted
with seat heaters in 2004. The penetration rate of seat heating varies significantly across models,
from luxury cars like the Mercedes Benz S-class, BMW 7-series or Audi A8 having a penetration
rate of over 80 percent of the cars manufactured, to the less exclusive car models having typically
a lower penetration rate. Installation of leather seats in European cars and trucks is expected to
grow from 1.8 million vehicles today to 3.1 million vehicles by 2007, translating into penetration
rates of 16.5 percent in 2007 compared to 11.3 percent today. This could also influence the
fitment of seat heating as several manufacturers include seat heating as standard equipment
together with leather seats. CSM Worldwide expects that most luxury cars sold in 2009 will have
seat heating installed as standard, while the largest contributor to growth is expected to be the
significant increase in the penetration of D- and E-segment cars, which typically have penetration
rates of 30-50 percent today.
The increase in penetration of seat heating is driven both by customer demand and willingness to
pay for comfort products, and by OEMs using seat comfort products as a differentiating factor in
the mid-segment, adding seat heating as standard in comfort packages or with leather seats in
high-end vehicles. OEMs have also started offering seat heating in rear seats as an optional extra,
which has been of particular interest in cold climate regions like the Nordic Countries, where the
penetration of seat heating in the front seats is already estimated to be over 70 percent.
The figure below shows the estimated development in penetration rates for seat heating in
Europe and NAFTA between 2004 and 2009:
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Seat Heating Europe - penetration
19 %

Seat Heating NAFTA - penetration
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Source: CSM Worldwide/ Company estimates

The average penetration rate for seat heaters in Europe is currently around 16 percent and is
expected to increase to around 18 percent by 2009. Within NAFTA the current market
penetration is approximately 19 percent and is according to CSM Worldwide expected to increase
to 25 percent by 2009. Such increased penetration represents a significant growth in the market
for seat heating, due to the large number of cars sold per year.
Competitive position
The European market for seat heating systems, estimated by the Company to be 5.8 million seats
fitted with heating elements, is according to CSM Worldwide evenly split between Kongsberg
Automotive and its two competitors, W.E.T. Automotive (“W.E.T.”) and IG Bauerhin (“IGB”).
Both W.E.T. and IGB supply competing copper wire-based heating elements, as well as carbonbased elements. Kongsberg Automotive’s heating elements can be sewn into the seat cover,
although seat manufacturers must limit the extent to which they sew across the heating element’s
copper wires. Kongsberg Automotive is currently testing a new heating element that is planned
to be introduced to customers towards the end of 2005, which is expected to offer further
advantages to current competitor products.
With the SMART wire technology and the SMART TCU, Kongsberg Automotive is offering the
safest system in the market. This has been a key factor to the success in the German market.
According to CSM Worldwide, the same competitors are present in the North American market,
where W.E.T. is the market leader with a 61 percent estimated market share, and Kongsberg
Automotive second with a 20 percent estimated market share. The Company expects that there
will be more than 6.0 million heated seats sold in North America in 2004.
The figure below shows an estimate of market shares within different geographical markets for
seat heating in 2004 based on the number of seats sold:
Europe 2004
Other
7%
W.E.T.
30 %

NAFTA 2004

IGB
32 %

PanaIGB sonic
16 % 3 %
KA
20 %

W.E.T.
61 %

KA
31 %

Source: CSM Worldwide
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6.1.2

Seat Ventilation

Product description
The Kongsberg Automotive seat ventilation systems currently being developed represent a
natural extension of the seat heating product line to ultimately provide customers with a
complete climate control seat. This solution has already received one order from a major OEM.
The Company’s passenger-cooling solution involves the “evacuation” of air away from the seat
cushion, creating a flow of air that also accelerates moisture-dissipation from the passenger’s
body differing from competing products blowing air on the body. The ventilation systems are
designed to provide full body comfort and are able to ventilate virtually all desired seat surfaces.
Kongsberg Automotive’s solution has been fully developed in-house and is based on advanced
sensor-, connector and smart fan technology.
Market
The market for seat ventilation products is in an emerging stage. Some car manufacturers are
offering total seat climate control only on their highest-end luxury vehicles (such as the BMW 7series and the Mercedes S-Class) based on their proprietary technologies. Car manufacturers have
started to tender seat ventilation production in their latest models.
In the North American market, CSM Worldwide has indicated that the market penetration
should increase from today’s 1.5 percent to 6 percent by 2009. This market segment would then
represent approximately USD 100 million by 2009 in North America, illustrating the potential
development of seat ventilation.
Competitive position
Kongsberg Automotive has an efficient approach to providing seat ventilation which is based on
“evacuation” of air away from the seat surface, creating a flow of air that accelerates moisturedissipation from the passenger’s body. Benchmarking analyses having been performed
demonstrates that the Company’s technology provides the best combination of moisture removal
and cooling effect relative to alternative approaches.
6.1.3

Seat Support

Product description
Kongsberg Automotive supplies, designs and manufactures the entire system typically comprising
of polyurethane air-cells, patented pumps and patented electrically-operated solenoid valves. The
core product, BodyFit™, is a pneumatic lumbar support system using polyurethane air cells that
are pumped with air to provide support in the lower back region for increased seating comfort
particularly during long car journeys. Control of the lumbar support can either be two-way,
allowing the passenger to adjust the amount of forward movement, or four-way, adding the
ability to adjust the height of the lumbar support.
The Kongsberg Automotive modular system allows seat manufacturers to apply a single seat
design to meet a variety of seating objectives using a common control module. To illustrate, by
utilising different configurations of the Company’s air-cells, one seat design can meet the
objectives of either a sports model requiring enhanced lateral support, or a luxury version where
comfort, ergonomics and maximum lower back support are critical factors.
Kongsberg Automotive has also developed a gentle massage feature to provide movement of the
soft tissues and in the lower spine. The resulting improvement in blood flow to the supporting
muscles relaxes tension, allowing improved comfort and reduced tiredness. A memory option
that returns air-cells to their original positions after the massage function has been used, which
interfaces with existing seating memory modules, is also in the customer testing phase.
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Market
Besides the ability to control the temperature of the seat, most car manufacturers have also
provided the additional functionality to drivers and front-seat passengers of being able to control
the amount of lumbar (lower back) support provided by the seat. Car manufacturers, such as
Porsche and BMW, now also allow drivers to adjust the amount of side support provided by their
sport seat.
In the US, CSM Worldwide expects the total number of lumbar support systems sold in 2004 to
be around 10.5 million and approximately 40 percent of these lumbar support systems are
electrically powered. In Europe, the Company estimates the total volume of lumbar supports to
be around 3 million units in 2004, with approximately 50 percent of the market being powered.
The market for powered lumbar support systems is currently experiencing a technology-shift
from mechanical solutions to pneumatic systems, a technology pioneered by Ctex Seat Comfort
Ltd., which Kongsberg Automotive acquired in 2003. Luxury car manufacturers such as BMW,
Mercedes-Benz, Jaguar, Range Rover and Porsche have for many years used pneumatic systems
in their vehicles and are now starting to incorporate the technology to other parts of the seat,
such as the seat’s side-wings and cushion. Pneumatic systems require less space in the seat, offer
more functionality (such as massage), consume less power, and weigh less than mechanical
solutions. The desire by car manufacturers to have thinner seats for more cabin space, but
continue to add more comfort functionality, suggests that the growth in the market for powered
pneumatic support systems should outpace that in the overall powered lumbar support market.
The growth for lumbar support products is driven by an increased penetration of luxury
accessories as standard on high-end vehicles, and as comfort options in mid-segment platforms
as a differentiating factor for vehicle manufacturers. Based on the Company’s existing orders and
indications from OEMs on their choice of lumbar support technology (mechanical vs.
pneumatic), the Company believes that the total market for pneumatic lumbar in units will grow
by 28 percent in Europe between 2004 and 2009, as compared to an expected 8 percent growth
in the overall European lumbar systems market. This growth estimate is based on indications
from customers regarding their decisions on new platforms but does not presume any increased
penetration of lumbar support in existing models.
Competitive position
The market for powered lumbar support systems is led by Leggett & Platt Inc., supplying its
powered mechanical solutions under the Schukra brand. However, leading car manufacturers,
especially in Europe, have preferred the pneumatic technology as a replacement for mechanical
products, based on space, weight, power-consumption and design flexibility considerations.
The pneumatic system is on average 60 percent lighter than the mechanical system. Whereas a
mechanical system needs one motor for each directional movement, pneumatic technology offers
multi-zone seat adjustment from a single pump. Furthermore, only a pneumatic solution allows
seat manufacturers to position the electric pump and valves in one location and then to design
any configuration of support areas within a seat (such as lumbar or side-wings).
Kongsberg Automotive has an estimated 42 percent market share in the European powered
lumbar market, and is the clear market leader with an estimated 78 percent estimated market
share in the European pneumatic lumbar market. The Company also has a significant market
share in adjustable side support systems for sport seats, which is a new niche product.
According to CSM Worldwide, the US lumbar support market is currently led by Leggett & Platt
Inc. with an 85 percent market share.
The figure below shows an estimate of market shares within European powered lumbar and
European pneumatic lumbar in 2003:
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Europe Powered Lumbar

Europe Pneumatic Lumbar

Brose
Alfmeier 3 %
12 %
Leggett &
Platt
43 %
KA
42 %

Alfmeier
22 %

KA
78 %

Total: 1.6 million units

Total: 0.8 million units

Source: CSM Worldwide/Company internal estimates, 2003

6.1.4

Head Restraints

Product description
Kongsberg Automotive designs and manufactures among the most advanced head restraints in
the automotive industry. The Company works closely with both car manufacturers and
automotive seating suppliers to design head safety and comfort solutions. Kongsberg
Automotive is specifically targeting the high-end luxury vehicle and sports-utility vehicle
segments of the market, given their more demanding design requirements. Front- and rear-seat
head restraints are manufactured from a combination of steel, plastic components, and foam,
based on a modular design.
Kongsberg Automotive’s head restraints are used in seats with the most highly-rated antiwhiplash technologies in the industry, based on results from dynamic testing. The patented
foldable designs are also well recognised, allowing the head restraint to tilt forward, enabling a
flat base for easy cargo loading and improved rear visibility.
The arm rests are normally made from the same materials as head restraints and have similar
manufacturing technology. This gives clear synergies between the products.
Market
Kongsberg Automotive specifically focuses on providing advanced head restraints to the luxury
segments (D- and E-Class) and SUV segments of the market. As US lawmakers have introduced
stricter safety requirements regarding technical specifications of all head restraints and the
European lawmakers are expected to do the same, growth in the segment is expected to be
driven by the legal obligation to install head restraints in all seat positions, in addition to the
continued growth of vehicles that have more than four seats, such as SUVs and MPVs. SUVs
and MPVs also require more technically advanced head-restraint designs to allow the seats to be
easily folded-down flat, in order to increase cargo capacity of the vehicle. Given the distance
between seat rows, seats can only be folded down flat by either removing the head restraint
completely, which is considered inconvenient, or by folding down the head restraint itself.
In December 2004, the proposed rules from the National Highway Traffic Safety Association
(NHTSA) on new technical requirements for head restraints on passenger cars, light
multipurpose vehicles and trucks and buses in North America, were made effective. These rules
relate to providing whiplash protection to passengers, the most common and single most
expensive injury resulting from traffic accidents. The new requirements will effect all new
vehicles sold in the US after 1 September 2008 and will also require head restraints in rear seats.
Insurance companies have rated vehicles on their safety features since 1995 and are starting to
focus their attention specifically on the anti-whiplash features of a vehicle’s head-restraints. The
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head restraint ratings by NHTSA, Euro NCap and the International Insurance Whiplash
Prevention Group will be key drivers in the future development of head restraints.
The Company expects that the European market for head restraints will grow by approximately
28 percent the next five years. The figure below illustrates the estimated growth in Europe within
the D-class, E-class and SUV segments:
Head Restraints Europe
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In the North American market for head restraints, the following sales development is expected
for the different types of head restraints:
Head Restraints North America
160

USD million

140

2-way mechanism
Folding mechanism

4-way mechanism
27

120

3

100

35

28

86

94

2004E

2008E

80
60
40
20
0

Source: Company estimates

The Company expects that the head restraint market in North America will grow by
approximately 20 percent between 2004 and 2008, driven by an increased demand for more
sophisticated types of head restraints.
Competitive position
Kongsberg Automotive is the second largest supplier of head restraints in its target segments. A
strong testament to the technically-advanced head restraints featuring the foldable design is the
recent mandate to supply rear-seat head restraints for Audi’s upcoming Q7 SUV.
The figure below shows the estimated market shares in 2004 in terms of revenues within the
European market for head restraints in the D-, E- and SUV segments, in addition to the North
American market for head restraints:
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Head Restraints - Europe

Unknown
23 %

Head Restraints – North America
Other
8%
Lear
25 %

Grammer
29 %

Other*
23 %

Woodbridge
37 %

KA
13 %
JCI
Lear 6 %
6%

JCI
20 %
KA
10 %

* Other include Gestind (5%), Antolin Irausa (4%), Fehrer (4%),
Alfmeier (3%), Faurecia (3%), Philippine (2%), Treves (1%) and
Woodbridge (1%).
Source: Company estimates.

Kongsberg Automotive has supplied head restraints to Volvo Car and Saab since 1975, being the
pioneers in the automotive industry in terms of passenger safety. Numerous independent
organisations, such as the US Insurance Institute for Highway Safety, rate Volvo and Saab as
having the market’s safest head restraints.
6.1.5

Seat Comfort customers

Kongsberg Automotive’s seat comfort products are sold to both Tier 1 automotive seat suppliers
and directly to car manufacturers in Europe, North America and Asia. The nature of the
Company’s selling process can be characterised along three general models:
•

•

•

Selling products directly to car manufacturers. In this case the car manufacturers nominate
the Company as supplier of seat comfort products and then purchase the products directly
from Kongsberg Automotive. As an example, BMW and Bentley purchase pneumatic
lumbar support systems directly from the Company.
Selling products to Tier 1 seat suppliers, however with Kongsberg Automotive’s
technology being chosen by the vehicle manufacturer in advance. In this model Kongsberg
Automotive’s selling and marketing efforts are directed to the car manufacturer, which then
directs its Tier 1 seat supplier to purchase products from Kongsberg Automotive and
deliver a fully integrated seat. This is the typical customer relationship when supplying high
end luxury vehicles.
Some car manufacturers have chosen to leave the comfort system decision to the Tier 1
seat supplier. In this case Kongsberg Automotive will market and sell its products to the
Tier 1 seat supplier instead of the car manufacturer. The Tier 1 supplier offers its
customers, i.e. OEMs, complete seat solutions, including standard features such as head
restraints and comfort options such as seat heating, seat ventilation, massage and lumbar
support.

The figures below show the end-customer distribution (by OEM) for BA Seat Comfort based on
2004 pro forma sales figures:
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BA Seat Comfort 2004 pro forma* end
customers

VAG
4%

Other
8%

Daimler
Chrysler
15 %

Ford
32 %

PSA
6%
BMW
GM
12 % Toyota 14 %
9%
Source: Company estimates
*Pro forma due to the acquisition of Milan

6.2

Gearshifts

Kongsberg Automotive’s business area Gearshifts designs and manufactures floor- and
instrument panel mounted gearshifts for passenger cars with automatic, manual, automatedmanual and continuously-variable transmissions. The product lines include all gearshift
components, from gearshift levers and knobs through to mechanical and electronic linkages,
including shift by wire (SBW) functions, to the gearbox. The Company supplies these products
as individual components or as complete assemblies to its European OEM customers. Deliveries
to US customers are scheduled to start in 2005 and to Chinese customers in 2006. Kongsberg
Automotive’s expertise in gearshifts spans CAD design and simulation, plastics injection
moulding, electronics, including verification, and noise, vibration and harshness (NVH). BA
Gearshifts also manufactures plastic components for other business areas as well as certain
plastic products for its customers.
The table below gives an overview of the product areas offered by BA Gearshifts:
Products Areas

Principal Products

Gearshifts

•

•

Plastic Products

•
•
•
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% of BA Sales

Gearshifts for automatic
transmissions (with and
without Tiptronic
function)
“Rod” Gearshifts for
manual transmission

78%

Windscreen washer fluid
containers
Reservoirs used in cooling
systems
Other injection-molded
products

22%
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6.2.1

Product description

Kongsberg Automotive designs and manufactures gearshifts for automatic and automated
transmissions, and rod gearshifts for manual transmissions in the high end car segment.
Kongsberg Automotive also produces several plastic products sold to external customers in
addition to being used internally within the Company’s other business areas.
Automatic gearshifts
Gearshift for automatic transmissions is a central product area for Kongsberg Automotive.
Significant resources have been invested to create and develop expertise in design, engineering,
plastics, electronics, manufacturing, verification, NVH and national legal requirements.
Gearshifts are based on modular concepts that can be adapted to different customer
specifications. The gearshift product range has been designed so it can be used with various
transmission technologies in addition to traditional automatic hydraulic transmissions, namely
automated-manual transmissions, double-clutch transmissions and continuously variable
transmissions. The Company has licensed Porsche’s Tiptronic technology to be able to provide
shift-by-wire capability in all its automatic gearshifts. To protect its designs, Kongsberg
Automotive has within the gearshift area 22 innovations protected by valid patents, and five
more are notified or pending.
Manual gearshifts
Manual rod gearshifts are mainly used in luxury cars such as Saab, Audi, Mercedes Benz and
BMW, where the feeling the driver gets from operating the car is an important aspect of the
driving experience. The Company’s engineering and design expertise have played an important
role in the performance of the gearshift. With expertise in the field of NVH, Kongsberg
Automotive has developed products eliminating vibrations from the gearbox, so the vibrations
are not felt in the gearshift’s knob nor heard by the driver. After two years of development, the
Company last year commenced production of manual rod gearshifts for the Mercedes Benz Cclass. The main customers for the Company’s manual rod shifts are Mercedes-Benz and Saab.
Plastic products
Kongsberg Automotive also manufactures a number of plastic products for its OEM customers,
such as windscreen washer fluid containers and surge tanks for several platforms used by GM
(Saab and Opel) and Ford PAG (Volvo), in addition to Volvo Truck and Renault (RVI).
Moreover, injection moulded components for Kongsberg Automotive’s other business areas are
produced, like the plastic components for head restraints.
6.2.2

Market

The gearshift type installed in an automotive vehicle depends on the transmission technology
being used in the vehicle. There are currently five transmission technologies in production today:
Manual, automatic, automated-manual, continuously-variable and double-clutch transmissions.
Manual transmissions are linked mechanically to the gearshift by mechanic cables or metal rods,
whereas traditional automatic transmissions and newer automated transmissions types, including
automated-manual, continuously-variable and double-clutch transmissions, typically connect to
the gearshift via mechanic cables and/or electronically. Gearshifts for automatic transmissions
that are designed to have an electronic gear-shifting mechanism (shift-by-wire), such as those
produced by Kongsberg Automotive, are well suited to these newer automated transmission
types. Nevertheless, US legal requirements for a mechanical engagement (shift-by-cable) of the
park position have so far prevented complete electronic solutions to be implemented.
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The figures below show the transmission types of cars sold in Europe in 2001 and the forecasted
sale for 2010:
Transmission – 2001 (Europe)
AutomatedManual
1%

Transmission – 2010E (Europe)

Continuously
Variable
1%

AutomatedManual
Continuously
6%
Variable
11 %
DoubleManual
Clutch
49 %
16 %

Automatic
12 %

Manual
86 %

Automatic
18 %

Total: 14.5 million units

Total:15 million units

Source: Ricardo Transmission Technologies and Trends Seminar, 31 July 2003.

Approximately 14.5 million passenger cars were sold in Europe in 2001. Ricardo Plc estimates
that 86 percent of these cars were equipped with traditional manual transmissions, while the
remainder featured automatic, automated-manual and continuously-variable transmission types.
The penetration rate of traditional automatic transmissions is much higher in the other markets,
86 percent of the cars sold in 2001 in the North American market were equipped with automatic
transmissions, and 81 percent of the cars sold in Japan had either traditional automatic or
continuously-variable transmission types.
Penetration of automatic and automated transmission types is expected to increase significantly in
Europe over the coming years. Ricardo Plc estimates that less than half of the cars sold in
Europe by 2010 will be with traditional manual transmissions. The principal drivers of the
increasing penetration of automatic and automated transmissions include:
•

Increasing demand for convenience by customers. Automatic transmission offers a much
more convenient driving style in congested traffic as there is no clutch pedal. Recent
innovations such as tiptronic automatic gearshifts allow the driver to continue controlling the
gear to be engaged.

•

Fuel economy and performance potential. While traditional automatic transmissions
historically have displayed a poorer fuel economy and reduced performance, the difference
has narrowed substantially following the introduction of five-, six- and seven speed
automatic gear boxes. Double-clutch automatic transmissions, being rolled-out by certain
European OEMs, is offering a marked improvement in fuel economy and performance
compared to manual and traditional automatic transmissions. Volkswagen in particular offers
double-clutch transmissions as an option on a number of Audi and Volkswagen models.
Depending in the car size, double-clutch transmission systems have shown to improve fuel
economy by up to 8 percent compared to the best traditional manual transmissions on the
market today. The double-clutch transmission is currently at a breakthrough stage and is
expected to gain popularity in Europe going forward.

The figures below show the distribution of the gearshift types of cars sold in Europe in 2001 and
the forecasted distribution of sales in 2010:
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Gearshifts – 2001 (Europe)

Gearshifts – 2010E (Europe)
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Source: Company estimates - based on Ricardo Plc’s assumptions for transmission types.

The number of cars sold in Europe fitted with automatic and automated transmissions is
projected by Ricardo Plc to grow by 270 percent between 2001 and 2010 (including
continuously-variable and double-clutch transmissions). A corresponding growth in the market
for suitable gearshifts (automatic and shift-by-wire) can thus be expected.
The Company estimates that of the 12.5 million cars sold in Europe in 2001 with manual
transmissions, approximately 1 million were designed to use rod gearshifts. Such gearshifts are
mainly used in luxury cars such as Saab, Audi, Mercedes Benz and BMW, where the feeling the
driver gets from operating the car is an important aspect of the driving experience.
6.2.3

Competitive position

The Company estimates that it had a market share in Western Europe within automatic
transmission of approximately 19 percent in 2003, being the third largest supplier after
DaimlerChrysler’s in-house production and Lemförder. In the manual transmission market other
competitors such as Dura Automotive, Ficosa International and Teleflex Inc. have strong
positions as they supply the cable linking the gearshift to the gearbox.
The figure below shows the estimated market shares for automatic transmission in Western
Europe (2003):
Gearshifts for automatic transmission

Others
12 %
Teleflex
7%
Ficosa
11 %
KA
19 %

Daimler
Chrysler*
26 %

Lemförder
25 %

Total market 2.45 million gearshifts
*Daimler Chrysler Hamburg in-house production.
Source: Company estimates.

It should be noted that the Company has recently secured significant contracts with new
customers within the automatic transmission segment, leading to an expected increase in market
share during the next 3-5 years.
Due to technology requirements differing significantly between automatic and manual gearshift
types, there is not much overlap in the competitive landscape. The exception is Ficosa
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International, which has secured a handful of orders for its automatic gearshifts on a limited
number of platforms. Gearshift manufacturers producing manual “cable” gearshifts, such as
Teleflex Inc., Ficosa International and Dura Automotive, are also cable suppliers.
In addition to being divided by transmission technology, the market is also geographically
divided. European OEMs have historically demanded more sophisticated gearshifts from their
suppliers than US and Japanese OEMs. As a result, gearshift suppliers in the US and Japan have
as of today not succeeded in entering the European shifter market for automatic transmission
and vice versa.
6.2.4

Customers

Each OEM produces a number of different car platforms and can select different gearshift
suppliers for each platform. The Company is currently supplying gearshifts for automatic
transmissions to Renault, Ford (Volvo), GM (Saab and Opel) and has been awarded orders
across a number of platforms within each OEM. The Company supplied a substantial portion of
each customer’s automatic gearshift needs in 2003, namely 32 percent for Renault, 53 percent for
Ford (Volvo) and 87 percent for GM (SAAB). Kongsberg Automotive has recently been awarded
a number of orders for its automatic transmissions gearshifts from other OEMs including
DaimlerChrysler and BMW which will further diversify the Company’s customer base.
After two years of development, Kongsberg Automotive has recently commenced production of
manual rod gearshifts for the Mercedes Benz C-class car. The Company also supplies such
gearshifts to Saab.
The figure below shows the customer base in the automatic transmission market on a total basis
and for Kongsberg Automotive stand-alone in Europe:
Kongsberg Automotive’s automatic
transmission customers

Automatic transmission market
by OEM
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Opel)
36 %

VW
21 %

Total market: 2.45 million

Ford
(Volvo)
57 %

Total market: 0.45 million

Source: Company estimates
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6.3

Commercial Vehicle Systems

The commercial vehicles systems business area of Kongsberg Automotive designs and
manufactures a range of products for use in commercial vehicles, such as trucks and buses.
Product areas include clutch actuation systems, gearshift systems, air couplings and stabilising
rods. The Company supplies products to commercial vehicle manufacturers in Europe, the
Americas and Asia. The products manufactured are technologically advanced and recognised by
truck manufacturers for their reliability and contribution to driver safety and comfort.
6.3.1

Product description

The table below gives an overview of the different product areas offered by BA Commercial
Vehicles Systems:
Product Area

Principal Products

% of BA Sales3

Clutch
Actuation
Systems

•
•
•
•

Clutch servos
Master cylinders
Servomasters
Slave cylinders

25%

Gearshifts

•
•
•

Mechanic gearshifts
Hydraulic gearshifts
Power shifts

20%

Air-couplings

•
•
•
•
•

Push-in connectors
Fir tree system
Plug-in system
Distribution blocks
Integrated
connectors

38%

Other
Components

•
•
•
•
•

Anti-roll bars
Reaction rods
V-stays
Shift forks
Sleeve/levers

17%

Clutch actuation systems
Kongsberg Automotive produces clutch actuation systems, including clutch servos and master
cylinders, for medium-duty and heavy-duty trucks. A significant part of the heavy-duty trucks
driving on European roads are equipped with clutch actuation systems made by Kongsberg
Automotive. The Company’s current product line is designed to be used with manual
transmission gearboxes, and a number of products are under development to serve the needs of
trucks with automated-manual transmissions.
3

Based on 2004 pro forma figures due to the acquisition of Raufoss United
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A clutch actuator transfers pressure of the driver‘s foot from the clutch pedal to the clutch.
Kongsberg Automotive’s clutch actuators are hydraulic systems, thus magnifying the pressure
applied on the pedal to the force applied to the clutch. The trend towards increasingly powerful
engines within the heavy-duty truck segment is creating more demand for clutches with a high
clamping force. A recent addition to the Company’s product line is an ultra-high force clutch
servo for handling the higher engine torque of tomorrow’s heavy duty vehicles.
Kongsberg Automotive also manufactures hydraulic clutch servos (HCS) for light trucks, vans
and high-performance passenger cars, such as the Porsche 911 turbo, which makes clutching
more comfortable and reduces pedal force on vehicles without a pneumatic pressure source.
Gearshifts
The Company’s current product line of gearshift systems for commercial vehicles is designed to
be used with manual transmission gearboxes. Products include both traditional mechanical
linkage systems and hydraulic systems. Traditional mechanical gearshift systems featuring rod
linkages are cost-effective solutions for medium and heavy-duty vehicles, but require truck
manufacturers to design sufficient space for the gearshifts range of movements. Kongsberg
Automotive’s patented hydraulic gearshift systems and servo-assisted hydraulic gearshift systems
enable flexible routing of the hydraulic hoses between shift lever and transmission, allowing for
faster assembly and reduced need for model variants. In addition, hydraulic gearshift systems and
servo-assisted hydraulic gearshift systems occupy limited engine compartment space and give cab
designers increased flexibility for positioning the gearshift lever. Kongsberg Automotive
manufactures the entire hydraulic gearshift systems with the exception of the hose that connects
the gear lever actuator with the servo-shift cylinder.
The benefits to truck drivers of hydraulic gearshift systems and servo-assisted hydraulic gearshift
systems include providing comfortable and accurate shifting, eliminating transmission noise and
vibration and improving driving comfort.
Air-couplings
Kongsberg Automotive’s product line of commercial vehicle components and systems was
extended to include air-couplings through the acquisition of Raufoss United AS in June 2004.
Raufoss United AS has recently been renamed Kongsberg Automotive AS.
Kongsberg Automotive designs and manufactures coupling systems for compressed-air circuits
in commercial vehicles. The main application area is for the braking systems. The product line
includes push-in connectors, fir tree systems, plug-in connectors, distribution blocks and
integrated connectors. These air-couplings are designed to be used with nylon tubing mainly in
air-brake control systems, air-suspension control systems and certain fuel applications, making
them critical to the safe operation of a commercial vehicle.
Kongsberg Automotive’s air-couplings are marketed under the Raufoss Couplings brand, which
is recognised in the industry for reliability and quality. Approximately 70 percent of the
Company’s couplings go to the medium-duty and heavy-duty truck market, with the remainder
used in buses, trailers and other off-road vehicles. While these products are currently primarily
manufactured in brass, Kongsberg Automotive is playing a leading role in the industry’s
technology shift to using composite materials and the Company has won new orders for their
new product program. Kongsberg Automotive has developed significant injection moulding
capabilities at its Mullsjö facility. This competence is utilised when designing the new production
facilities of the next generation of air-couplings.
Other components
Kongsberg Automotive manufactures stabilising rods which are being used to control the
position of a moving truck’s cab or rear axle, allowing for increased freight pay-loads, improved
road handling, driving safety and comfort. The industry trend towards the manufacturing of
longer and heavier commercial vehicles in order to reduce the increasing traffic load on roads, by
adding additional axles, makes it imperative to trim the size and weight of critical suspension
components. With its broad engineering and metallurgy experience and control of the entire
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manufacturing process from die-making to powder coating, Kongsberg Automotive builds these
components using high-strength steel tubing, alloy forgings and special bushings, and bearing
surfaces. Kongsberg Automotive has been particularly innovative in this product space with its
family of V-stays, the Company’s patented PTFE fabric-coated pivot bearing and modular
structure, allowing for optimal design and low-cost incorporation for truck manufacturers.
6.3.2

Market

Truck sales are generally driven by the need to transport cargo, which is closely linked to overall
economic activity. Historically there has been a strong correlation between economic growth and
truck sales growth, in particular heavy-duty trucks. Truck manufacturers, unlike some light
vehicle makers, do not build large number of trucks for inventory, so supply is closely linked to
demand. Changes in truck building typically precede changes in sales since the truck must be
manufactured and to some extent customised before it can be delivered and registered.
The global truck industry can be split into two parts. Medium-duty trucks include the trucks with
a gross vehicle weight of 6 -15 tons (classes 4 – 7 in North America), while heavy-duty trucks
include the trucks with a gross vehicle weight in excess of 15 tons (class 8 in North America).
According to J.D.Power-LMC Global Commercial Vehicle Forecast, over 2 million trucks are
projected to be assembled in 2004, of which 0.9 million are classed as medium-duty trucks and
1.1 million as heavy-duty trucks. The figure below shows the expected development in the global
truck assembly between 2002 and 2009:
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There is a general trend towards increasing demand for heavy-duty trucks on a global basis. As a
result the heavy-duty truck segment is expected to grow faster than the medium-duty truck
segment. Not only does the use of heavy-duty trucks allow for more efficient freight
transportation, but the use of medium-duty trucks can also sometimes be substituted with the use
of light trucks and vans with a gross vehicle weight of less than 6 tons. More powerful and higher
torque engines are expected to be needed to fulfil the requirements of the growing heavy-duty
truck segment, which will increase demand for advanced driveline control systems, such as the
clutch actuation systems and gearshifts manufactured by Kongsberg Automotive.
Truck sales in North America, Europe, South America and much of Asia have strengthened in
2004 as economic recovery has boosted confidence and investments, although demand dynamics
over the next few years are expected to differ between the regions. North American production is
anticipated to rise on the back of economic growth in the region, in addition to considerable prebuying ahead of the US Environmental Protection Agency mandate to reduce emissions in
January 2007. The economic recovery in Europe has been slower than in the US, but truck
operators in the region are seeing an increasing need to replace their trucks. While the rising oil
price is negative for the industry as a whole, European fuel prices have been cushioned by the
weak US dollar and by the fact that a sizeable fraction of the pump price of diesel in Europe
already consists of fuel duty, which does not fluctuate with oil price. In Brazil, the government
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has put in place a number of scrapping incentive schemes aimed at renewing the aged truck fleet.
The Asian market for trucks, being the world’s largest, has been and will continue to be driven by
considerable economic growth in China. Increased penetration of heavy-duty trucks is expected
as significant investments have been made to improve the road infrastructure in the region,
allowing the use of heavier vehicles.
The figures below show the expected development in the truck assembly between 2002 and 2009
in different regions (in thousands of units):
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Chinese manufacturers, which continue to build their trucks using predominantly mechanical
linkages, are beginning to incorporate hydraulic systems. In addition, the emergence of bigger and
more powerful engines is expected to increase demand for clutches with higher clamping forces,
which should drive an increasing penetration of servo-assisted clutch actuation systems. As a
result, Kongsberg Automotive expects that the market for its products should grow faster than
the overall truck demand growth in the region.
The emergence of automated-manual transmissions in the truck industry has to some extent
mirrored the trend in the passenger car industry. Automated-manual transmissions provide
increased driving comfort and convenience, as there is no clutch pedal, as well as increased fuel
efficiency and safety. Feedback from customers confirms that penetration of automated-manual
transmissions is expected to increase from today’s low levels, particularly in Europe, but gradually
also in North America. However, as illustrated in the figure below, manual transmission is
expected to maintain its position in absolute terms in the near term future.
Heavy duty trucks – global sales
(thousand units)
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Based on the expected development in total sales, the following distribution of sales in different
regions for manual and automated-manual transmission is anticipated:
Manual transmission – by region
(thousand units)

Automated-manual transmission – by
region (thousand units)
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6.3.3

Competitive position

Kongsberg Automotive has a strong market position in all product areas offered by BA
Commercial Vehicle Systems. While competitive dynamics differ across the product areas,
Wabco is considered to be the most important competitor.
Clutch Actuation Systems
Suppliers often have contracts with truck manufacturers for the lifetime of a particular truck
platform, being typically in production for six to eight years. The suppliers are usually selected
two to three years ahead of the start-up in production of the particular platform.
The figure below gives an overview of the Company’s European market share in 2004 within
heavy-duty trucks, including manual and automated manual transmissions.
Clutch actuation systems – Europe Heavy
duty trucks, manual and automated manual
transmissions, 2004
Grau/ Haldex*
2%
Bosch/ Knorr
12 %
KA
41 %

Wabco
45 %

Total market 280 000 units
*(Booster)
Source: Company estimates.

Kongsberg Automotive and Wabco are the two leading suppliers of clutch actuation systems in
Europe, with Wabco having a market share of 45 percent and Kongsberg Automotive having a
market share of 41 percent, according to Company estimates. Based on recently awarded
contracts for new truck platforms, the Company believes that its market share will grow to over
50 percent during 2005.
The clutch reliability and the feeling the driver gets from operating the vehicle are important
factors in a truck manufacturer’s selection process, and Kongsberg Automotive believes that it is
attractively positioned to meet competition on both fronts. While Kongsberg Automotive’s
current clutch actuation systems are designed to be used with manual transmissions, the
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Company has several products in development to serve trucks with automated-manual
transmissions. This production is expected to commence in 2006.
Gearshifts
There are three different manual gearshift system technologies for truck manufacturers to choose
from today, namely mechanical, cable and hydraulic. Several suppliers manufacture mechanical
linkage gearshifts. However, Kongsberg Automotive has patented its hydraulic gearshifts and is
the world’s sole supplier of these systems. Shift-by-cable solutions are less expensive and less
sophisticated products than Kongsberg Automotive’s hydraulic gearshift systems, and are
supplied by cable producers such as Teleflex. While Wabco is currently the only producer of
automated-manual gearshifts, Kongsberg Automotive, through BA Commercial Vehicle Systems
and BA Gearshifts, is working with key customers to develop automated-manual gearshift
solutions.
Air-Couplings
With the acquisition of Raufoss United the Company became the largest supplier of air couplings
to the commercial vehicle industry in Europe. The Raufoss Couplings brand is estimated by the
Company to have a 44 percent share of the total air couplings market, a 22 percent market share
in fir tree couplings and a 94 percent market share in push-in couplings, the latter being a variety
of couplings that do not require special tools to connect to nylon tubing, allowing for easier truck
assembly. Next-generation air couplings will be produced from composite materials instead of
brass, and Kongsberg Automotive believes that its broad competence including the injection
moulding experience within BA Gearshifts will allow the Company to extend its market position
further.
The figure below gives an overview of the estimated market shares within air couplings in
Europe:
Total market
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2%
10 %
VOSS
44 %
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44 %

Fir tree

Push-in
Parker
6%

Anoflex
15 %
KA
22 %

VOSS
63 %
KA
94 %

Source: Company estimates

6.3.4

Customers

The figure below shows the global truck production in number of units by OEM and Kongsberg
Automotive’s customer base within the commercial vehicles segment:

51

Kongsberg Automotive - Share Offer and listing on Oslo Børs
BA Commercial Vehicles Systems’s 2004
pro forma* customers

2004 Global truck production by OEM
IVE CO
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5%
5%
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4%
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6%
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16 %

Hyundai
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4%

Other
Volvo Car
24 %
(Ford)
DAF
2%
6%
Iveco
7%
Daimler
Volvo Truck
Chrysler
25 %
8%
Scania Volvo Bus
19 %
3%

Other
27 %

Source: J.D. Power-LMC and Company.
*Pro forma figures due to the acquisition of Raufoss United

Kongsberg Automotive supplies its products directly to the leading commercial vehicle
manufacturers in Western Europe, South America and Asia, and is currently expanding its
customer base in North America. The Company expects that it will significantly increase it’s
penetration with Asian and North American manufacturers due to favourable underlying market
trends (see Section 6.3.2 for a description of the market). The Company’s most important
customers today are Volvo Truck and Scania, which together represent 44 percent of Kongsberg
Automotive’s sales within the commercial vehicles segment. In certain instances, the Company’s
solid relationship with customers extends back 50 years, and the 100 percent market share with
some customers in certain products is evidence of this strong relationship. To illustrate,
Kongsberg Automotive is the sole supplier of manual gearshift systems to Scania and DAF, and
the exclusive supplier of air couplings to Volvo Truck.
Kongsberg Automotive has identified a number of cross-selling opportunities resulting from the
acquisition of Raufoss United in June 2004. The Company had not previously supplied its
commercial vehicle products to IVECO, which sources 94 percent of its air-coupling from
Raufoss United. Conversely, DaimlerChrysler, MAN and DAF represent new potential
customers for Raufoss Couplings. In addition, the acquisition of Raufoss United extends the
Company’s customer base to include non-truck commercial vehicle manufacturers, such as
EvoBus and General Trailers.

6.4

Aftermarket activities

Kongsberg Automotive’s aftermarket activities include both independent aftermarket activities,
and sale of spare parts to OEMs. Total pro forma sales from Aftermarket activities arrived at
approximately NOK 250 million in 2004. The financial performance of this entity is accounted
for under each of the respective Business Areas.
The Aftermarket activities are organised as a business unit, with global responsibility for sales,
warranty, training and service. A total of 25 employees are currently employed within
Aftermarket activities.
The independent aftermarket activities comprise only products sold in Commercial Vehicle
Systems. The Company sells its own designs through distributors.
Sales of spare parts to OEMs stem from all the business areas, but a majority is related to
Commercial Vehicles Systems. OEM spare part sales have gradually been identified and managed
as a separate business due to increasing demand from customers regarding service level, support
and focus on capital efficiency. For Kongsberg Automotive this implies an opportunity to create
increased customer satisfaction but at higher prices to reflect the increased resources allocated
and other pricing criteria.
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The Company expects an increase in Aftermarket activities going forward. Changes in product
mix and quality improvements on products and vehicles, i.e. average lifetime of vehicles, make it
difficult to estimate future growth rates. The profitability in this segment is expected to increase
due to recently adopted systematic approaches of following spare parts throughout the whole
lifecycle.
Moreover, products with considerable aftermarket sales potential demand a specific approach
with respect to patent strategy. The original product is sufficiently protected by a single patent in
one of the countries where a car model is sold. However, spare parts can be copied, distributed
and sold in countries where Kongsberg Automotive does not hold a patent. Therefore the
Company applies for patents in a greater set of countries than normal when a patented invention
is included in a product where the Aftermarket sales could be an important source of income.
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7 PRODUCTION AND OPERATIONS
7.1

Facilities

Kongsberg Automotive’s facilities are summarised in the table below:
Location

Country

BA

Kongsberg

Norway

Group

 Group headquarters
 R&D for BA Commercial Vehicle
Systems
 Aftermarket

 ISO / TS
16949:2002
(part of
Norwegian
certification)

Hvittingfoss

Norway

Commercial
Vehicle
Systems

 Manufacturing of clutch actuation
systems, hydraulic gearshifts
systems and components

 ISO/TS
16949:2002
 ISO 14001

Raufoss

Norway

Commercial
Vehicle
Systems

 Manufacturing of air couplings
 Design and R&D of air couplings

 ISO 14001
 ISO/TS
16949:2002

Rollag

Norway

Commercial
Vehicle
Systems

 Manufacturing of anti roll bars,
stabilising rods and components

 ISO/TS
16949:2002
 ISO 14001

Burton

UK

Seat
Comfort

 Manufacturing of seat support
systems
 R&D of seat support

 ISO/TS
16949:2002
 ISO 14001

Mullsjö

Sweden

Gearshifts
Seat
Comfort
Commercial
Vehicle
Systems

 Manufacturing of gearshifts, head
restraints and plastic compounds
 R&D of gearshifts, seat heating,
head restraints and seat climate
systems

 ISO/TS
16949:2002
 ISO 14001

Åmotfors

Sweden

Seat
Comfort

 Manufacturing of seat heating
elements

 ISO/TS
16949:2002
 ISO 14001

Farmington

USA

Seat
Comfort

 Headquarter of BA Seat Comfort
North America
 Application engineering

 ISO/TS
16949:2002
(part of North
American
certification)

Milan,
Tennessee

USA

Seat
Comfort

 Manufacturing of head restraints
and arm rests

 QS 9000
 ISO 14001

Jundiaí

Brazil

Commercial
Vehicle
Systems

 Manufacturing of clutch actuation
systems, gearshifts and anti-roll
bars

 QS 9000

Reynosa

Mexico

Seat
Comfort

 Manufacturing of seat heating
elements

 ISO/TS
16949:2002

Pruszkòw

Poland

Seat
Comfort
Gearshifts

 Seat heating assembly
 Manufacturing of air cells for seat
support
 Manufacturing of gear knobs and
gaiters for gearshifts

 ISO/TS
16949:2002
 ISO 14001

Commercial
Vehicle
Systems

 Manufacturing of clutch actuation
systems

 QS 9000

Yangsan City Korea

Use of Facility
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Location

Country

BA

Use of Facility

Molsheim

France

Commercial
Vehicle
Systems

 Aftermarket activities
 Central distributor in Europe for
Raufoss Couplings

Suresnes

France

Seat
Comfort
Gearshifts

 Sales office

-

Marktredwitz Germany Seat
Comfort
Gearshifts
Commercial
Vehicle
Systems

 Sales office

-

-

Tokyo

Japan

Seat
Comfort
Commercial
Vehicle
Systems

 Sales office

Wuxi

China

Seat
Comfort

 Production of Seat Heating

Certifications
 Certification in
process

 Certification in
process

Facilities accounting for more than 10 percent of the Company’s total turnover or production on
a stand-alone basis include Milan, Mullsjö, Hvittingfoss, Raufoss and Burton. The floor space in
these facilities amount to 185,000 square metres in Milan, 20,138 square metres in Mullsjö, 10,050
square metres in Hvittingfoss, 8,583 square metres in Raufoss and 5,100 square metres in Burton.
All manufacturing facilities are leased, except the facilities in Mullsjö, Hvittingfoss and Rollag,
which are owned by the Company.
Since 1999, Kongsberg Automotive has successfully started production in a number of greenfield
facilities in Mexico, Brazil, Poland and China.
The Company continuously monitors the cost structure of each product and evaluates the
benefits of moving production to lower cost facilities. To illustrate, all new orders for seat heating
products within Europe are currently assembled in Poland, except for the Swedish customers.
Description of certifications
ISO 14001 is the international standard for Environmental Management Systems. This generic
standard is applicable to any organisation in any industry. An effective environmental
management system can reduce the organisation's impact on the environment, improve
operational efficiency, identify opportunities for cost savings, and reduce environmental liability.
Automotive manufacturers require suppliers to certify their quality systems to the industry’s own
requirements. The ISO/TS 16949:2002 standard is relevant to automotive production and service
part organisations only. ISO/TS 16949:2002 is the second edition. The first edition expired on
December 15, 2003, and any certification is now done to the second edition.
ISO/TS 16949:2002 is not a standard but a Technical Specification (TS). There is only a need to
apply this to sites where production or service parts are manufactured. A site is defined as a
location at which value added manufacturing processes occur. Manufacturing is defined as the
process of making production materials, parts or assemblies, or heat treating, painting and plating
services. Written in line with the latest version of the Quality Management System standard (ISO
9001:2000), ISO/TS 16949:2002 aligns many existing global automotive quality system
requirements.
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QS 9000, third edition, is the American quality system standard, relevant to suppliers of
production parts, materials, and services. This requirement is set to be valid until 14 December
2006. Although QS 9000 has proven to be a satisfactory management tool, there are no current
plans to update this standard in line with the latest version of the Quality Management System
standard (ISO 9001:2000). However, ISO/TS 16949:2002, written in line with ISO 9001:2000, is
set to replace QS 9000 as the Quality Management System specification for the automotive
industry. For the Kongsberg Automotive facilities currently having only a QS 9000 certification,
the Company has initiated a process to replace these certifications with the ISO/TS 16949:2002
standard.
Certification to ISO/TS 16949:2002, QS 9000, or VDA 6.1 (the latter being the German Quality
Management System) is a contractual requirement for automotive suppliers.

7.2

Research and Product Development

Research and development of new products and solutions is a central part of the Company’s
strategy. The success and growth in each of the Company’s business areas is driven by the ability
to offer improved and innovative solutions to customers. All of Kongsberg Automotive’s R&D
activities are conducted in-house. To ensure sustainable growth of the Company through inhouse R&D, Kongsberg Automotive covers strategic progress with patents. The patent portfolio
is managed with the objective of blocking competitors, thereby allowing a pricing philosophy that
ensures a profit margin covering both historic R&D costs and development of new innovative
concepts.
The table below sets forth some examples of products and solutions that have been developed by
Kongsberg Automotive and been market leading:
Seat Comfort







Gearshift




Commercial Vehicles
Systems




SmartWire for seat heating offering optimal safety
Head restraints with leading whiplash protection.
Foldable head restraints allowing for improved storage of additional seat
rows.
Pneumatic seat support systems which are seen as the second generation of
powered seat support solutions and offer several performance and efficiency
features over mechanical solutions.
Seat ventilation system that “evacuates” air rather than blowing air onto the
passenger.
Advanced manual rod gearshifts that significantly reduce noise and vibration
coming from the gear box.
Advanced automatic gearshifts significantly reducing weight and number of
parts.
Patented hydraulic gearshift solution improving driver comfort and OEM
design flexibility over traditional mechanical solutions.
Cutch actuation system which, based on customers’ ratings, provides a
superior feeling to the driver from operating the vehicle.

Each business area has a solid pipeline of new products to accompany and replace existing
solutions in the market.
The Company guards its intellectual property rights strictly to ensure that its proprietary solutions
cannot be copied. Kongsberg Automotive presently has 101 innovations protected by valid
patents and 56 currently pending. The Company is of the opinion that it is the total extent of its
intellectual property rights together that is important. None of the valid patents are individually
regarded to be critical for the future success of the Company.
In the automotive sector vehicles are produced in series where vehicles with the same set of parts
are sold in several markets. A limited number of carefully selected national patents in important
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markets will therefore be sufficient to block competition. By applying this strategy4, the cost for
protecting each innovation is kept down and Kongsberg Automotive can ensure a broad
protection of all innovative concepts.
Kongsberg Automotive currently employs a total of 143 people in research and product
development. The R&D functions are separate for each business area and are located in
Kongsberg, Raufoss and Korea for Commercial Vehicle Systems, in Mullsjö for Gearshift and in
Mullsjö, Burton and Farmington Hills for Seat Comfort. Included in the total number of R&D
employees, there are also nine R&D employees in the US and two in Korea. As many of the
products are developed in co-operation with customers, the Company needs to have engineers in
customer locations being able to work together with the customer to adapt existing products to
customer specifications. R&D staff also works on projects across the Company’s business areas.

N OK million

The cumulative gross investment in R&D over the past 5 years is NOK 469 million or 6 percent
of actual revenues on average. The R&D expenses as a percentage of sales has increased recently
due to the significant number of new platforms for which the Company is developing products,
for which start of production is the next couple of years. Long term gross R&D expenses will be
a function of new orders and concept development activities. The existing level is planned to be
carried forward in the years to come.
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Source: Company estimates

7.3

Suppliers

Kongsberg Automotive has been successful in reducing purchasing costs over the recent years.
This has been achieved by a series of targeted efforts including refinement of products to reduce
raw material needs, price negotiations, concentration of sourcing, re-sourcing, reduced waste
management and increasing sourcing from low cost countries, which the Company sees as being
a natural extension of the building of production facilities in these areas. Currently Kongsberg
Automotive sources around 18 percent of raw material needs from low cost countries. Based on
decisions already made this figure is expected to increase to 35 percent. The Company believes
there is a potential to increase this number further to around 50 percent over the next three to
five years. Based on a basket of products that the Company purchased in 1999, it has achieved
savings of approximately 8.8 percent over the last 5 years.

7.4

IT Systems and Management Systems

Kongsberg Automotive decided to invest in an advanced IT platform in 1998 after having
recognised the need to build a robust management information system, to facilitate further
growth and geographic expansion.
4

See also section 6.4 for patent strategy on products with an important aftermarket sales volume.
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The Company has used mySAP (SAP R/3 version 4.6C) as ERP system since 1998. Kongsberg
Automotive’s own SAP competence centre is responsible for architecture of the ERP system, the
report generation from the system and general control and development of the system. The SAP
servers are located in a safe environment at the IT-service provider ErgoRunit in Kongsberg.
ErgoRunit is responsible for the day-to-day running and maintenance of the servers. Information
of transactions data from different sources are performed directly in the different modules of
mySAP to enable information to be accessed online. All management reports are extracted from
the SAP system.
In total, Kongsberg Automotive has invested NOK 40 million over a 6 year period to bring SAP
into the organisation, train employees and learn to implement the system across acquired
companies and Greenfield plants in a systematic way.
SAP has been installed in the Burton, UK facility (formerly Ctex). Raufoss United, which the
Company acquired in June 2004, will finalise the implementation of SAP in the near future.
Other examples of the Company’s ability to leverage its IT systems include the seamless
implementation of SAP in Brazil, Korea and Poland, all done without external support. Through
2005, the Company will also implement SAP in the Chinese operation as well as at the Milan
facility in the US.

7.5

Sales and Marketing Organisation

Over the past years, Kongsberg Automotive has built up the sales and marketing organisation,
particularly in key target markets such as Germany, the US, Japan and China. The sales and
marketing organisation is managed along business area lines to allow for different end-customers
of its products as well as different sales processes. Even in Seat Comfort, where a proportion of
sales are made to Tier 1 seat manufacturers, the Company has solid relationships with the
ultimate OEM customers.
The figure below gives an overview of the distribution of sales and marketing personnel by
business area and by country:
By business area

By country
Korea
3

Aftermarket
4

N orway
7

France
9

BA Gearshift
7

BA Seat Comfort
17

Sweden
8

Japan
1
UK
5

BA CVS
17

Total: 45

US
Brazil
4
1

Germany
7

Total: 45

Source: Company estimates
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7.6

Health, Safety and Environment (HSE)

Kongsberg Automotive is subject to numerous national and international HSE laws, regulations,
treaties and conventions that affect the operation of the Company’s various business areas.
Kongsberg Automotive believes that, to the extent applicable, the Company is in material
compliance with such regulations.
Most factories have the ISO 14001 certification for environmental management. In addition,
factories are certified to meet requirements from various customers within the automotive
industry trough ISO/TS 16949:2002 or QS 9000. For a description of the different certifications,
see Section 7.1 (“Facilities”).
Kongsberg Automotive focuses on operational excellence and strives to apply a working
methodology ensuring a good and sound working environment. Among other things this means
that the Company promotes employee satisfaction, seeks to attain an injury and accident-free
work place, optimises raw material and energy consumption and minimises waste. The Company
strives to meet and preferably exceed the requirements of all relevant legislation. Kongsberg
Automotive is committed to an open and transparent approach to health, safety and the
environment.
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8 BOARD OF DIRECTORS AND GROUP
MANAGEMENT
The overall management of Kongsberg Automotive is vested in the Company’s Board of
Directors and CEO, with the latter being responsible for the day-to-day management of the
Company in accordance with instructions, policies and operating guidelines set out by the Board
of Directors.

8.1

Board of Directors

The Board of Directors currently consists of Frode Strand Nielsen (chairman) and Cato A.
Holmsen (deputy chairman) representing FSN Capital, Bjarne Gravdahl (director), Stein WesselAas (director) and Olav Volldal (director and CEO of the Company), in addition to the four
employee representatives Ove Helgesplass, Magnar Hagen, Sven-Erik Karlsson and Nils-Olof
Söderqvist. At an extraordinary general meeting held on 25 May 2005 it was decided that Olav
Volldal, Bjarne Gravdal and Stein Wessel-Aas were to step down from their current positions in
the Board of Directors, and be replaced by Bente Rathe, Curt Germundsson and Hilde Myrberg.
The change in the Board of Directors will be effective from the Company’s first day of trading
on Oslo Børs.
The table below sets out the new Board of Directors of Kongsberg Automotive and the
members’ ownership of Shares. There are no outstanding options or rights to Shares in the
Company.
Name:

Position

Residence

# Shares

Frode Strand Nielsen

Chairman

Oslo, Norway

05

Cato A. Holmsen

Deputy Chairman

Oslo, Norway

05

Bente Rathe

Director

Trondheim, Norway

0

Curt Germundsson

Director

Gothenburg, Sweden

0

Hilde Myrberg

Director

Oslo, Norway

0

Ove Helgesplass

Director, employee representative

Kongsberg, Norway

0

Magnar Hagen

Director, employee representative

Raufoss, Norway

0

Sven-Erik Karlsson

Director, employee representative

Charlottenberg, Sweden

0

Nils-Olof Söderqvist

Director, employee representative

Ulricehamn, Sweden

0

Frode Strand Nielsen, age 50, is managing partner of FSN Capital. Before taking up his current
position in 1999, Mr. Strand Nielsen spent over 10 years with Arkwright AS, and has more than
20 years of experience from the international strategy and corporate finance industry. Mr. Strand
Nielsen holds a Business and Administration degree from Simon Fraser University in Vancouver

5 Frode Strand Nilsen is managing partner and Cato Holmsen is partner and chairman of FSN Capital Holding Ltd., which prior to

the Secondary Sale holds 2,331,123 Shares in the Company, equalling 5.26 percent of the total Shares outstanding. FSN Capital
Holding Ltd. and companies related to FSN Capital are also limited partners in FSN Capital Limited Partnership I, which owns
25,261,785 Shares prior to the Secondary Sale, equivalent to 57.03 percent of the outstanding Shares.
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B.C. and a Master of Business Administration degree from Harvard Business School. Mr. Strand
Nielsen has been the chairman of Kongsberg Automotive since 1999.
Cato A. Holmsen6, age 64, is partner and chairman of the board of FSN Capital. Mr. Holmsen
has a broad experience from various executive positions in Norwegian industrial and shipping
companies the last 40 years. Mr. Holmsen holds a Master of Science degree form ETH, Zurich.
Mr. Holmsen is currently chairman of Eiendomsspar AS, Fesil ASA, Grieg International
AS/Grieg Shipping AS, vice chairman of Victoria Eiendom AS and board member of
Aftenposten AS, Eksportfinans ASA, NorgesGruppen ASA and Schibsted ASA among others.
Bente Rathe, age 50, holds, and has previously held, various board positions in Norwegian and
Swedish based companies. Before present employment, she was deputy CEO of Gjensidige
NOR and managing director of Gjensidige NOR Spareforsikring from 1999 to 2002, and has
extensive experience from several executive positions during the last 25 years in the Norwegian
banking industry. Bente Rathe has a Siviløkonom degree and a Master of Business
Administration degree from the University of Denver. Mrs. Rathe is currently chairman of
Petoro AS and other current Board positions include Svenska Handelsbanken AB, Powel ASA,
Enviro Energi ASA and Oppdal Energiverk AS.
Curt Germundsson, age 61, has been member of Volvo Car Corporation’s executive
management group since 1994 and is currently senior vice president, manufacturing. Mr.
Germundsson joined Volvo in 1966 and has spent his entire working career with the company.
He holds a Mechanichal Engineering degree from the Hässleholm Technical Institute and a
business economics degree from Lund University.
Hilde Myrberg, age 47, has since 1983 held different positions within Norsk Hydro ASA
ranging from company lawyer and company secretary to head of the power operations. As from
June 2002 she holds the position as president in the markets sector, a sector within the business
area Oil & Energy in Norsk Hydro, being responsible for Norsk Hydro’s commercial operations
within crude oil, gas liquids, natural gas and power. The markets sector’s responsibility also
covers Hydro's power production and transportation of oil and gas as well as the company’s
renewable energy and hydrogen activities. Hilde Myrberg holds a Master in Law from the
University of Oslo in 1983 and has a MBA from INSEAD, Fontainbleau, France in 1984. She is
currently board member of Hydro Aluminum Deutschland.
Ove Helgesplass, age 43, has been senior purchaser of Kongsberg Automotive since 1988, and
has worked with the Company for the last 26 years. From 1982 to 1988 he was machine operator
at Kongsberg Våpenfabrikk (from March 1987 named Kongsberg Automotive), and was quality
controller at Kongsberg Våpenfabrikk from 1979 to 1981. Mr. Helgesplass is educated from the
Tinius Olsen technical college.
Magnar Hagen, age 31, has been with the Company the last 11 years as a factory worker at
Raufoss United (acquired by Kongsberg Automotive in June 2004). He has been employee
representative at Raufoss United since 2001. Mr. Hagen has an elementary course in electrics and
a craft certificate of dimension controlling.
Nils-Olof Söderqvist, age 55, has been project leader in Kongsberg Automotive AB since 2001
and project leader with Scandmec from 1989 to 2001, the latter being acquired by Kongsberg
Automotive in 1996. He has also worked with Consilium AB from 1977 to 1989 as supervisor
and technician. Mr. Söderqvist was employee representative in Consilium AB from 1983 to 1988
and in Kongsberg Automotive AB from 2001 to 2004, prior to being elected as Director of the
Board of Kongsberg Automotive in 2005. He has completed several courses at Yrkesteknisk
Högskola in Jönköping.
Sven-Erik Karlsson, age 29, has been machine operator with Kongsberg Automotive AB since
1999, and has previously worked with Fondo Aluminium, Charlottenberg, from 1994 to 1998.
Mr. Karlsson is currently head safety delegate at Kongsberg Automotive, Åmotfors, and was
elected as Director of the Board of the Company in 2005.

6

For the sake of good order, it is mentioned that Cato A. Holmsen’s son heads the Investment Banking division of Carnegie ASA.
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3 of the shareholder elected Directors are independent of Kongsberg Automotive’s
administration and main business associates. Furthermore, 3 of the shareholder elected Directors
are independent of the Company’s main shareholders, meaning shareholders holding 10 percent
or more of the votes in the Company.
8.1.1

Remuneration of the Board Directors

The Company’s Board of Directors received a total remuneration of NOK 710,000 for 2004.

8.2

Group Management

For an overview of the organisational structure of the Company, please see Section 5.4
(“Organisational structure”).
The Kongsberg Automotive Group Management team consists of nine members, each of which
has extensive experience within the automotive industry and Kongsberg Automotive. The Group
Management team has a combined experience of over 150 years in the automotive industry.
The table below sets out the members of the Group Management of Kongsberg Automotive and
their current positions and ownership of Shares in Kongsberg Automotive. There are no
outstanding options or rights to Shares in the Company.
Name:

Position

Residence

# Shares

% of Shares

Olav Volldal

CEO

Kongsberg, Norway

807,663

1.82

Erik Magelssen

CFO

Bærum, Norway

183,799

0.41

Hans Peter Havdal

Group Executive North
America

Michigan, USA

147,025

0.33

Grunde T. Engh

Group Executive BA
Seat Comfort

Nedre Eiker, Norway

167,905

0.38

Hans Trogen

Group Executive BA
Gearshifts

Gothenburg, Sweden

1,254,316

2.83

Bård Klungseth

Group Executive BA
CVS

Tønsberg, Norway

68,058

0.15

Bent Wessel-Aas7

Group Executive Asia

Wuxi, China

268,004

0.61

Svein-Olav Torø

Director Purchasing

Kongsberg, Norway

68,058

0.15

Bjørn Eldar Petersen

Director Aftermarket

Kongsberg, Norway

34,282

0.08

Olav Volldal, age 55, Chief Executive Officer. Mr. Volldal has been CEO of the Company since
the management buyout in 1987 and has spent almost his entire career working in the automotive
industry, including the last 30 years at Kongsberg. From 1984 to1987 he was vice president of
Kongsberg Våpenfabrikk (“KV”) and head of the automotive division, from 1982 to 1984 he was
works manager at Rollag (KV) and from 1980 to 1982 he led the KV group planning division. He
also has a broad experience as board director of internal and external companies. Mr. Volldal is
currently board member of Elopak AS, Ulefos NV AS and Cappelen Holding AS. Mr Volldal
holds a Master of Science degree from the Technical University of Norway.
Erik Magelssen, age 40, Chief Financial Officer. Mr. Magelssen has worked with Kongsberg
Automotive as CFO since 1999. Before current employment, he worked as group manager for
7 For the sake of good order, it is mentioned that Bent Wessel-Aas and Stein Wessel-Aas (Director of the Board) are cousins. Upon
completion of the listing if the Company on Oslo Børs, Stein Wessel-Aas will step down from his current position in the Board of
Directors.
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financing and accounting in Wilh Wilhelmsen from 1996 to 1999, and as audit and business
advisor in Arthur Andersen from 1990 to 1996. Mr. Magelssen holds a Bachelor of Arts degree
from the Herriot Watt University in addition to being Certified Public Accountant from the
Norwegian School of Economics and Business Administration.
Hans Petter Havdal, age 41, Group Executive, North America. Mr. Havdal has led the North
American operations since August 2003. Before taking up his current position, Mr. Havdal was
executive vice president for Commercial Vehicles Systems from 1999 to 2003. He has also held
several positions within the Company’s research and development department in the period from
1990 to 1999. Mr. Havdal holds a Master of Science from the Norwegian University of
Technology. From the mid of 2005, Mr Havdal will head BA Seat Comfort.
Grunde T. Engh, age 61, Group Executive, BA Seat Comfort. Mr. Engh joined the Company in
1996 as director of manufacturing, and has been head of BA Seat Comfort since 1999. He was
managing director of Norsk Hydro Fondo from 1990 to 1996, and has previously held several
executive positions in GM, Volvo, Fiat and Trelleborg from 1969 to 1990. Mr. Engh holds a
Master of Science degree from the Michigan Technological University. From the mid of 2005,
Mr. Engh will take a group executive position being responsible for improving the operations in
all units based on world class bench marks and best practice.
Hans Trogen, age 46, Group Executive, BA Gearshifts. Mr. Trogen has held the position as
head of BA Gearshifts since 1999, after having been president of Kongsberg Automotive AB
from 1998 to 1999, and vice president of purchasing from 1998 to 1999. Mr. Trogen has held
various positions within Volvo Truck from 1983 to 1998, including being purchasing director of
the European division. Mr. Trogen holds a Master of Science degree in mechanical engineering
from the Chalmers University of Technology.
Bård Klungseth, age 41, Group Executive, BA Commercial Vehicle Systems. Mr Klungseth has
led the Commercial Vehicles Systems division since 2003 and has previously held various
positions within the Company, including being vice president of purchasing from 2002 to 2003,
director of production from 1999 to 2002, manager of CAS production from 1996 to 1999, and
manager of quality assurance from 1994 to 1996. He holds a Master of Science degree from the
Norwegian University of Technology.
Bent Wessel-Aas, age 52, Group Executive, Far East. Mr. Wessel-Aas has led the Far East
operations since 2004. He was group executive from 1999 to 2004, executive vice president of
marketing from 1989 to 1999 and head of business development from 1988 to 1989, in addition
to having been both managing director and finance manager of Tønsberg Presstøperi, a
subsidiary of Kongsberg Automotive, from 1985 to 1988. Mr. Wessel-Aas has also had several
positions within Scania in the period from 1977 to 1985. He holds a Bachelor degree in Business
Administration from Lund University in Sweden.
Svein-Olav Torø, age 37, Director, Purchasing. Mr Torø has spent his entire working career
with Kongsberg Automotive, including being production manager of hydraulic gearshifts from
1996 to 1998, project manager gearshifts Mullsjö from 1998 to 2001, managing director of KA
Korea from 2001 to 2003 and purchasing director from 2003. Mr. Torø holds a Master of
Science degree in material technology from the Stavanger University.
Bjørn Eldar Petersen, age 39, Director, Aftermarket. Mr. Petersen has been with the Company
since 1993, and has led the Aftermarket activities since 2002. Prior to his current position, he was
finance manager for Kongsberg Automotive Technology from 1993 to 1994, business and plant
manager at Hvittingfoss Works from 1994 to 1999 and controller and finance manager for BA
Commercial Vehicle Systems from 1999 to 2002. Mr Petersen holds a Master of Science degree
from the Norwegian School of Management.
The Company has not entered into any agreements with others to perform management
functions for the Company.
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8.2.1

Remuneration to the CEO

Total compensation for the CEO in 2004 was approximately NOK 1.9 million, of which NOK
1.7 million was fixed salary. The CEO participates in a bonus scheme based on the level of return
on capital employed achieved by the Company (see Section 8.2.2 “Management incentive
scheme” below).
The CEO has the option to receive an early retirement pension from age 60 to 67. The benefit is
defined as 70 percent of his salary.
8.2.2

Management incentive scheme

The Company has a bonus incentive scheme based on return on capital employed (defined as
EBITA/ average net capital employed). The ceiling of the bonus scheme is 25 percent of base
salary. The bonus scheme encompasses the Group Management listed above. In addition
between 20 and 30 senior officers have the last years been invited into a bonus program. Last
year the bonus for this group amounted to an average of 12 percent of the base salary.
Total actual bonus payments for 2002, 2003 and 2004, including social costs, were NOK 1.4
million, NOK 1.8 million and NOK 4.4 million, respectively.
The current bonus scheme will be maintained throughout 2005. The new Board of Directors will
evaluate a new incentive scheme which will be proposed for the Company’s ordinary general
meeting in 2006, to replace the existing bonus scheme.
Management Shareholders are also parties to a Call Option Arrangement with the two major
shareholders in Bilco AS that is to be discontinued upon listing of Kongsberg Automotive, cf.
also Section 10.3 (“Description of the share capital and principal shareholders”).

8.3

Loans and other transactions with Group Management

Kongsberg Automotive has not provided any loans or guarantees to the Board of Directors or
Group Management.

8.4

Employees

As of 31 March 2005 the Company had 2,268 employees, of which 700 were located in low-cost
countries (Poland, Brazil, Korea, Japan, China and Mexico). Around 72 percent of the employees
work in production and 6 percent work in research and development, with the remaining share
working in other business functions.
8.4.1

Employee incentive arrangements

There is currently no common incentive program in place on a group level for all employees.
However, there are general variable pay programs in a limited number of the Company’s
subsidiaries. Kongsberg Automotive also has a bonus scheme for some of its key employees. For
a description of the bonus incentive scheme, please see Section 8.2.2 (“Management incentive
scheme”).
8.4.2

Pension plans

Employees in Sweden, Norway and United Kingdom are entitled to pension payments through
their membership in the Company’s pension plans. As of 1 December 2004, all group pension
plans are defined contribution plans, where actuarial risk and investment risk is borne by the
employee. In these plans the Company’s pension obligation is limited to the amount it agreed to
contribute to the pension plans. These contributions are recognised in the income statements as
expenses, and consequently there are no liabilities to report on the balance sheet with respect to
such defined contribution plans.
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There is however three types of pension plans that are classified as defined benefit plans, which
need to be accounted for and reported as such in the financial statements:
1) The employees in Norway on long-term sick leave and members who receive benefit
payments can not be included in the defined contribution plans. These employees are
therefore maintained within a defined benefit plan, and an actuarial calculation of net
pension obligation related to these employees is included in the financial statements.
2) Early Retirement Pension Plans (“AFP”): The Company’s employees in Norway are
members of the Norwegian Labour Union and are entitled to an early retirement pension.
Employees may take early retirement from the age of 62 years and are entitled to an AFP
pension payment until the regular retirement age of 67 years. Under the AFP, the employees
are entitled to receive benefits if they have been employed by the Company for the three
previous years or if they have been members of the AFP for the previous five years. The
Company is liable for 25 percent of the annual AFP pension payments of its employees in
Norway, with the remaining 75 percent share paid by the plan’s administrator. The
administrator receives an annual contribution from the Company, currently equal to NOK
2,520 per employee, in order to partly fund its 75 percent share. Only the Company’s 25
percent share of the AFP pension payments are included in the pension obligation reported
in the financial statements.
3) Early retirement agreement for the CEO: Please see Section 8.2.1 (“Remuneration to the
CEO”).
The Company reported a net a pension obligation of NOK 18.3 million as of 31 December 2004.
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9 FINANCIAL INFORMATION
Introduction
This financial section contains the following sections:
9.1
9.2
9.3
9.4
9.5
9.6
9.7

Pro forma financial information
Actual historical financial information
Summary of transition to IFRS
Investments
Description of company borrowings
Financial market exposure
Related party transactions

Both under Section 9.1 (“Pro forma financial information”) and Section 9.2 (“Actual historical
financial information”) there are shown financial figures according to NGAAP and IFRS. The
effects of converting from NGAAP to IFRS are commented upon in each section. In Section 9.3
(“Summary of transition to IFRS”) there is also a summary of the key IFRS accounting policy
implications.
The key set of financial figures to understand the operations of the Kongsberg Automotive
group going forward is the pro forma figures shown in Section 9.1. These financial figures then
include Kongsberg Automotive’s current activities and the full effect of the three acquisitions
having been made in the period; Ctex Seat Comfort Holding Ltd. (“Ctex”) in September 2003,
Raufoss United AS (“Raufoss United”) in June 2004 and Milan Seating Systems (“Milan”) (asset
purchase) in June 2005, as if they were made in the start of the period shown, i.e. 1 January 2002.
In Section 9.1.9 there is also included a summary of key developments after 1st Quarter 2005.

9.1

Pro forma financial information

The NGAAP pro forma adjustments for the period 2002-2004 and the IFRS pro forma
adjustments for 1st Quarter 2004 in Section 9.1 are unaudited. PricewaterhouseCoopers has
performed an audit of the pro forma adjustments in the IFRS pro forma accounts for the year
2004 and 1st Quarter 2005 in Section 9.1 (see statement in appendix 5). The pro forma figures
are not equivalent to historical recorded accounting figures, and therefore carry a higher
uncertainty than figures based on historical costs.
9.1.1

Accounting principles for the pro forma accounts

The NGAAP pro forma figures is prepared applying the same accounting principles as stated
under Section 9.2.1, and the pro forma IFRS figures are prepared applying the same accounting
principles as stated under Section 9.3.1.
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9.1.2

Group pro forma income statement

Pro forma profit and loss statement - KA Group
2002

N GAAP
2003

2004

2004

IFRS
1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Audited

Unaudited

Audited

Operating revenues

2 240 789

2 427 637

2 760 372

2 759 869

703 395

718 906

Operating expenses
EBITDA

2 008 416
232 373

2 163 557
264 080

2 349 645
410 727

2 325 321
434 548

609 660
93 735

613 749
105 157

(in 1,000 N OK)

EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Depreciation intangible assets
EBIT
EBIT margin

10.4 %

10.9 %

14.9 %

15.7 %

13.3 %

14.6 %

81 815
150 558

77 120
186 960

79 734
330 993

79 737
354 811

20 671
73 064

20 224
84 933

6.7 %

7.7 %

12.0 %

12.9 %

10.4 %

11.8 %

12 751
137 807

14 291
172 669

14 588
316 405

12 116
342 695

3 026
70 038

3 243
81 690

6.1 %

7.1 %

11.5 %

12.4 %

10.0 %

11.4 %

Calculated net financials
Change valuation currency contracts
Pre tax profit

(65 747)

(54 438)

(63 262)

(63 359)

(14 656)

72 060

118 231

253 143

279 336

55 382

(19 011)
(7 633)
55 046

Capital expenditure
Capital employed

61 914
602 229

89 141
736 513

92 322
723 664

92 322
723 664

25 814
741 069

34 978
780 749

Capital employed is the value at 31.12 and 31.03 respectively, and includes accounts receivable, inventory, fixed assets
and accounts payable.

9.1.3

Discussion and analysis of the group pro forma income statement

9.1.3.1 NGAAP
Key pro forma adjustments
The pro forma NGAAP figures include Ctex, Raufoss United and Milan as if they were acquired
from 1 January 2002, resulting in pro forma adjustments made to include the full profit and loss
effect for the period which Kongsberg Automotive has not owned the entity in question during
the pro forma period, i.e. 1 January 2002 to 31 March 2005). Specifically this results in the
following adjustments:
•

All Ctex’ ordinary profit and loss effects for 1 January to 31 December in 2002 and 1 January
to 19 September in 2003

•

All Raufoss United’ ordinary profit and loss effects for 1 January to 31 December in 2002, 1
January to 31 December in 2003 and 1 January to 31 May in 2004, excluding discontinued
operations (cf. below).

•

All Milan’s ordinary profit and loss effects for 1 January to 31 December in 2002, 1 January
to 31 December in 2003, 1 January to 31 December in 2004 and 1 January to 31 March in
2005.

In Raufoss United an adjustment is made for discontinued operations related to the production
of ISIFLO (water and gas coupling products), which was sold by Raufoss as at end of 1st Quarter
2004. The discontinued operations adjusted for and taken out of the pro forma figures relate to
three months in 2004 and full year effects for 2003 and 2002, and are as follows:
•

2004: Operating revenue NOK 14.6 million and EBITA NOK 4.5 million

•

2003: Operating revenue NOK 57.2 million and EBITA NOK 10.4 million

•

2002: Operating revenue NOK 55.0 million and EBITA NOK 9.8 million

The Ctex operations in Burton have in the period in question had the same operations as they
have today, and there are no discontinued operations for this unit.
Milan is an asset purchase, and all pro forma adjustments relating to Milan concern the
operations taken over by KA in June 2005 only.
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The following table shows the effect of the net pro forma adjustments made:
N et effects on operating revenues of pro forma adjustments
N OK 1,000

Operating revenues as reported in section 9.2
Increase Seat Comfort (Ctex, Milan)
Increase CVS (Raufoss United)
Operating revenues pro forma as reported in section 9.1

N et effects on EBITDA of pro forma adjustments
N OK 1,000

EBITDA as reported in Section 9.2
Increase Seat Comfort (Ctex, Milan)
Increase CVS (Raufoss)
EBITDA as reported in Section 9.1

N et effects on EBITA of pro forma adjustments
N OK 1,000

EBITA as reported in section 9.2
Increase Seat Comfort (Ctex, Milan)
Increase CVS (Raufoss United)
EBITA pro forma as reported in section 9.1

2002

N GAAP
2003

2004

Unaudited

Unaudited

Unaudited

1 289 487
573 902
377 400
2 240 789

1 584 385
488 352
354 900
2 427 637

2 185 317
386 755
188 300
2 760 372

2002

N GAAP
2003

2004

Unaudited

Unaudited

Unaudited

135 938
72 635
23 800
232 373

181 367
47 113
35 600
264 080

346 477
39 750
24 500
410 727

2002

N GAAP
2003

2004

Unaudited

Unaudited

Unaudited

79 696
63 562
7 300
150 558

127 397
39 963
19 600
186 960

276 396
35 497
19 100
330 993

In the pro forma accounts positive goodwill in connection with the acquisitions of Ctex and
Milan, and badwill in connection with the acquisition of Raufoss have been added as at 1 January
in 2002, as if the companies were acquired at this time. The following specific pro forma
adjustments have been made:
•

Positive goodwill in Ctex has been amortised based on a 20 year straight line amortisation
period, i.e. GBP 1.1 million per year.

•

Positive goodwill in Milan has been amortised based on a 15 year straight line amortisation
period, i.e. USD 1.3 million per year.

•

Badwill in Raufoss has been amortised over a 5 year straight line amortisation period, i.e.
NOK 13.9 million per year.

Calculated interest cost on the bank financing for the acquisition of Ctex, Raufoss United and
Milan have been added to the reported net financial expenses in Section 9.1. The average basis
interest rate for GBP (Ctex), NOK (Raufoss United) and USD (Milan) have been used for this
calculation, adding a margin of 2.25 percent, which is the present margin on the Company’s loan
portfolio, cf. Section 9.5 (“Description of Company borrowings”).
Operating revenues
The pro forma NGAAP operating revenues increased by 8.3 percent between 2002 and 2003 and
by 13.7 percent between 2003 and 2004. The growth in operating revenues over the period is
resulting from both a growth in Kongsberg Automotive’s market segments and increased market
shares for Kongsberg Automotive’s products. The growth rate for the acquired companies is
higher post-acquisition than pre-acquisition (related to Ctex and Raufoss). There has been an
organic growth within all three Business Areas.
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Operating results
The figures show strong growth in operating results and operating margins, particularly from
2003 to 2004. The organic operations of Kongsberg Automotive have within this period had a
strong profitability improvement, primarily due to the following factors:
•

Growth in volume without a corresponding increase in sales- and administrative expenses.

•

Cost-efficient product concepts

•

Larger share of production in low-cost countries

•

Strong productivity improvements in all production units

•

Lower purchasing costs

The acquired businesses have also had a development that contributes strongly to the margin
improvements within this three year period.
The ordinary depreciation of intangible assets includes amortisation of goodwill and patents for
the Ctex and Milan acquisitions as if they were acquired at the beginning of 2002, as well as the
amortisation of negative goodwill from the acquisition of Raufoss United in the same period. The
negative goodwill from the acquisition of Raufoss United is explained in more detail in Section
9.2 below.
Calculatory financial costs
The calculatory financial costs include calculated interest costs on the loans taken up to acquire
Ctex, Raufoss United and Milan, as if they were acquired from the beginning of 2002. No downpayments on these loans have been assumed for the period in which they are subject to a pro
forma calculation. The reduction from 2002 to 2003 reflects the reduction in the interest-rate
level as well as the down-payments made in the loan portfolio in the period. The increase
between 2003 and 2004 is due to exchange rate items and recording of loan costs. See note 18 in
the Company’s 2004 Annual Report, attached hereto as appendix 3, for details on other financial
expenses in 2003 and 2004.
9.1.3.2 IFRS
The pro forma IFRS figures have been prepared with the same pro forma adjustments as
presented under the NGAAP section above.
The following shows the effect of the net pro forma adjustments made:
N et effects on operating revenues of pro forma adjustments
N OK 1,000

Operating revenues as reported in section 9.2
Increase Seat Comfort ( Milan)
Increase CVS (Raufoss United)
Operating revenues pro forma as reported in section 9.1

N et effects on EBITDA of pro forma adjustments
N OK 1,000

EBITDA as reported in Section 9.2
Increase Seat Comfort (Ctex, Milan)
Increase CVS (Raufoss)
EBITDA as reported in Section 9.1
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2004

1q 2004

1q 2005

Audited

Unaudited

Audited

2 184 814
386 755
188 300
2 759 869

499 244
95 627
108 524
703 395

619 782
99 124
718 906

2004

IFRS
1q 2004

1q 2005

Audited

Unaudited

Audited

370 298
39 750
24 500
434 548

73 030
3 658
17 047
93 735

90 458
14 699
0
105 157
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N et effects on EBITA of pro forma adjustments
N OK 1,000

EBITA as reported in section 9.2
Increase Seat Comfort ( Milan)
Increase CVS (Raufoss United)
EBITA pro forma as reported in secton 9.1

2004

1q 2004

1q 2005

Audited

Unaudited

Audited

300 214
35 497
19 100
354 811

57 286
2 802
12 976
73 064

71 202
13 731
84 933

Year 2004
Operating revenues
The figures in the table in Section 9.1.2 above show a minor adjustment made for operating
revenues. This adjustment is due to a new currency conversion of the profit and loss statement of
subsidiaries to Norwegian currency, where the IFRS rules for conversion are different than the
principle followed after NGAAP.
Operating results
EBITDA is increasing with NOK 23.8 million between NGAAP and IFRS. This increase is
primarily due to the following two factors:
•

Pension costs are reported NOK 14.2 million lower under IFRS than under NGAAP. This is
due to the recording in the opening IFRS balance 1 January 2004 of the unrecognised
estimate differences in the pension liability for Kongsberg Automotive, and the subsequent
income effect that arise when the defined benefit pension scheme is converted into a
contribution scheme in 2004. This difference of NOK 14.2 million is a one-off effect in the
profit and loss statement, and is recorded under salaries and social expenses.

•

R&D expenses are reported NOK 6.5 million lower under IFRS than under NGAAP. This is
the effect of following the IAS 38 rules on intangible assets applied on costs for research and
development. Under these rules development expenses should under certain criteria be
capitalised in the balance sheet and charged to P&L over the lifespan of the product. This
reduced cost is reported with NOK 5.2 million under salaries and social expenses and NOK
1.3 million under other operating expenses.

Depreciation of intangible assets under IFRS does only include amortisation of patents and
R&D. Positive goodwill is no longer amortised under IFRS, and negative goodwill is
derecognised under IFRS. This explains the difference on this depreciation line between NGAAP
and IFRS.
1st Quarter2005
The 1st Quarter 2005 figures presented here on pro forma basis do then include the operations
of Milan from 1 January to 31 March 2005. The effect of Milan is the difference between these
pro forma figures and the 1st Quarter 2005 actual IFRS figures presented in Section 9.2 below.
Similarly the 1st Quarter 2004 figures presented here on pro forma basis include the operations
of Milan and Raufoss United (acquired June 2004).
Operating revenues
The 1st Quarter pro forma figures show a growth in operating revenues of 2.2 percent. This has
been achieved against a generally reduced passenger car market, with a 3.4 percent market
reduction in Europe and 1 percent increase for USA. The reported production figures are even
weaker (for actual figures see Autoliv’s Q1 report). The sales development for each Business
Area is described in more detail below.
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Operating results
The results show a continued positive profitability development for Kongsberg Automotive, with
the EBITDA margin increasing from 13.3 percent in 1st Quarter 2004 to 14.6 percent in 1st
Quarter 2005, and the EBITA margin increasing correspondingly from 10.4 percent to 11.8
percent. The Company is reporting an EBITDA of NOK 105.2 million in 1st Quarter 2005
compared to NOK 93.7 million in the same period last year.
The profitability improvement is deriving from the combination of factors described in Section
9.1.3 above. This profitability improvement has also been achieved against higher costs for raw
materials in 2005, primarily for steel and plastic polymers. The Company is also carrying a higher
R&D cost level in the three months of 2005 than in the same period 2004. This is also
commented upon in the BA Gearshift section below.
Comparing to the 1st Quarter 2005 NGAAP figures, the effect of conversion to IFRS is an
improvement in EBITDA of NOK 3.4 million from the net capitalisation effect of development
costs.
Of the newly acquired businesses, Raufoss United also had strong performance in the 1st
Quarter 2004, while Milan had a significant profitability improvement from 1st Quarter 2004 to
1st Quarter 2005. See further description for the improvement of Milan under the section on BA
Seat Comfort below.
The increase in financial expenses since 2004 is related to the recording of unrealised currency
loss on loans denominated in GBP, and the effect of market valuation of the forward currency
contracts (under IAS 39, which is implemented from 1 January 2005).
9.1.3.3 Pro forma per share data
Pro forma figures
N OK

Earnings per share
Dividend per share

2002

N GAAP
2003

2004

2004

IFRS
1q2004

1q2005

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

1.20
1.26

1.98
0.59

4.23
1.67

4.67
0.59

0.93
0.59

0.92
1.67

All pro forma data per share is calculated based on the Company’s current number of Shares
(44,292,770). For earnings per share, the Company’s net profit is calculated using a calculatory tax
rate of 26 percent on the pro forma pre-tax profit.
For dividend per share, the dividend amount does not include any dividends paid by the acquired
companies Ctex, Raufoss United or Milan, but only actual dividends provided/paid by
Kongsberg Automotive. The dividend according to NGAAP is based on the provisions made for
dividends in the particular year. Then the dividend provision in a particular year is approved by
the Company’s annual general meeting the following year, after which the dividend amount is
actually paid out. The dividend according to IFRS is based on the actual dividends paid out in the
particular year, i.e. the dividends accounted for in 2004 based on IFRS are equivalent to the
provisions made for dividends in 2003 according to NGAAP etc.
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9.1.4

Group pro forma balance sheet

Proforma balance sheet - KA Group
(in 1,000 N OK)

2004

IFRS
1q 2004

1q 2005

Audited

Unaudited

Audited

Intangible assets
Tangible assets
Total fixed assets

506 694
400 732
907 426

541 933
396 333
938 266

517 754
411 499
929 253

Inventories
Accounts receivable
Other current assets
Cash
Total current assets

191 473
377 543
155 307
80 682
805 005

170 981
407 594
90 565
66 565
735 705

192 179
434 852
84 700
100 352
812 083

1 712 431

1 673 971

1 741 336

Equity - paid in capital
Retained earnings
Total equity

34 638
355 642
390 280

101 078
141 851
242 929

34 638
328 332
362 970

Long term interest bearing debt
Other long term debt
Total long term debt

711 246
58 110
769 356

801 937
75 538
877 475

666 962
57 156
724 118

Accounts payable
Short term interest bearing debt
Other short term liabilities
Total short term liabilities

235 584
99 452
217 759
552 795

233 568
101 713
218 286
553 567

247 951
209 231
197 066
654 248

1 712 431

1 673 971

1 741 336

Total assets

Total equity and liabilities

9.1.5

Discussion and analysis of group pro forma balance sheet

The pro forma balance sheet under IFRS has been prepared as if Raufoss United and Milan were
acquired as of 1 January 2004. This result in pro forma adjustments that include the actual
balance sheet of Milan as at 31 December and 31 March in 2004 and 31 March in 2005, as well as
the actual balance sheet of Raufoss United as at 31 March 2004. These pro forma adjustments are
added to the actual balance sheet of KA as at the same dates to arrive at the pro forma balance
sheet. The following are the key pro forma adjustments made from the historical balance sheet
shown in Section 9.2:
•

Inclusion of the assets and liabilities acquired through the acquisition of Milan, including the
financing loan of USD 25 million and calculated goodwill of USD 20 million.

•

In the 1st Quarter 2004 balance sheet, inclusion of the assets and liabilities of Raufoss
United, including the financing loan of NOK 95 million.
N et effect on 2004 balance sheet of pro forma adjustments

31.12.2004
as reported
in Section 9.2

N OK 1,000
Intangible assets
Tangible assets
Total fixed assets

386 121
380 056
766 177

Total current assets

Effect of
Milan asset
purchase
120 573
20 676
141 249

Effect of
Raufoss
acquisition
-

31.12.2004
as reported
in Section 9.1
506 694
400 732
907 426

770 761

34 244

-

805 005

Total assets

1 536 938

175 493

-

1 712 431

Total equity

390 280

-

-

390 280

Total long-term debt

618 391

150 965

-

769 356

Total short-term liabilities

528 267

24 528

-

552 795

1 536 938

175 493

-

1 712 431

Total equity and liabilities
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N et effect on 1q 2004 balance sheet of pro forma adjustments

1q 2004
as reported
in Section 9.2

N OK 1,000
Intangible assets
Tangible assets
Total fixed assets

359 875
307 112
666 987

Total current assets

Effect of
Milan asset
purchase
137 796
26 452
164 248

Effect of
Raufoss
acquisition
44 262
62 769
107 031

1 q 2004
as reported
in Section 9.1
541 933
396 333
938 266

532 935

53 353

149 417

735 705

Total assets

1 199 922

217 601

256 448

1 673 971

Total equity

185 669

-

57 260

242 929

Total long-term debt

589 761

172 530

115 184

877 475

Total short-term liabilities

424 492

45 071

84 004

553 567

1 199 922

217 601

256 448

1 673 971

Total equity and liabilities

N et effect on 1q 2005 balance sheet of pro forma adjustments

1q 2005
as reported
inSection 9.2

N OK 1,000
Intangible assets
Tangible assets
Total fixed assets

391 367
390 801
782 168

Total current assets

Effect of
Milan asset
purchase
126 387
20 698
147 085

Effect of
Raufoss
acquisition
-

1q 2005
as reported
in Section 9.1
517 754
411 499
929 253

763 419

48 664

-

812 083

Total assets

1 545 587

195 749

-

1 741 336

Total equity

362 970

-

-

362 970

Total long-term debt

565 873

158 245

-

724 118

Total short-term liabilities

616 744

37 504

-

654 248

1 545 587

195 749

-

1 741 336

Total equity and liabilities

Intangible assets are higher as of 1st Quarter 2004 than at 31 December 2004 and 1st Quarter
2005. The reasons for this are a higher deferred tax asset and a higher USD currency rate used
for conversion at 1st Quarter 2004. The increase in tangible assets in 1st Quarter 2005 reflects
the higher investment level.
The increase in inventory and accounts receivable from 1st Quarter 2004 to 1st Quarter 2005
reflects the higher sales level in the Company. The increase in accounts receivable from year-end
2004 is partly due to a higher sales level and partly due to currency conversion effects.
Other current assets are significantly reduced from year-end 2004. This is due to the transfer of
the group contribution of NOK 74 million to the parent company in 1st Quarter 2005, which
was netted against the receivable.
Long-term interest-bearing debt has been reduced period by period since 1st Quarter 2004. This
is due to repayments of debt having been done in the period, as well as an increase in the part of
the interest-bearing debt which is due for repayment within the next 12 months. As noted in
Section 9.5 (“Description of Company borrowings”) below, the Company has an understanding
with its bank, DnBNor, that the structure of the loan contracts, including repayment plan, will be
reviewed and renegotiated during the autumn of 2005 given a listing on Oslo Børs. The reasons
for the increase in short term interest-bearing debt is the one just noted above, in addition to an
increase in the bank overdraft level. The composition of the level of bank and cash deposits and
level of bank overdraft is also dependent on in which countries the cash has been generated over
the period.
The book value of equity shows a net reduction from year-end 2004 to 1st Quarter 2005. This is
because the group contribution to the parent company of NOK 74 million was formally
approved and deducted from equity during the 1st Quarter 2005.
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9.1.6

Group pro forma cash flow statement

Proforma cash flow statement - KA Group
2004

IFRS
1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Cash flow from operating activities:
Profit before tax
Taxes payable
Depreciation
Change in working capital*
N et cashflow from operating activities

279 336
(48 528)
15 077
(53 190)
192 695

55 382
(10 526)
19 629
16 295
80 780

55 046
(13 290)
23 556
18 519
83 831

Cash flow from investing activities:
Cap ex
Purchase of subsidiaries
N et cashflow from investing activities

(92 797)
(92 463)
(185 260)

(25 814)
(25 814)

(34 978)
(34 978)

9 768
32 594
(26 937)
(26 000)
(10 575)

(16 106)
12 952
(5 034)
(26 000)
(34 188)

(51 564)
17 475
92 304
(74 000)
(15 785)

(3 140)

20 778

33 068

(in 1,000 N OK)

Cash flow from financing activities:
Net change LT debt
Change in 12 month repayment long-term debt
Change in Bank overdraft
Dividends and Group contribution paid
N et cashflow from financing activities
N et change in cash

*Current assets less current liabilities, excluding cash

9.1.7

Discussion and analysis of group pro forma cash flow statement

The pro forma cash flow statement is prepared as if Milan and Raufoss United were acquired as
of 1st January 2004. The cash flow statement shows an increase in cash flow from operating
activities in 1st Quarter 2005 compared to 1st Quarter 2004. The investment level is also higher
in 2005 than in 2004.
The unrealised currency loss on loans denominated in GBP and the unrealised loss on the
forward currency contracts do not have any reducing effect on taxes payable, thus explaining the
apparent high taxes payable in percent of Profit before tax in 1st Quarter 2005.
Significant repayments of long term debt have been made during 1st Quarter 2005, as well as the
transfer of group contribution to the parent companies. The change in working capital in both
2004 and 2005 will include a positive effect from the reduction in the receivable on the parent
companies. The payment of group contribution and dividend will partly be done through netting
against the receivable that has been developed in previous periods on the parent companies. The
net actual cash outflow to the parent companies in the 1st Quarter 2005 is around NOK 20
million. The increase in bank overdraft in the period is also explained by the generation of cash
outside Norway and Sweden, at the same time as making repayment of loans and paying the
significant interest cost in these two countries, and the composition of the level of bank and cash
deposits and level of bank overdraft will be adjusted through the year.
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9.1.8

Pro forma financials per Business Area (BA)

9.1.8.1 Pro forma BA Seat Comfort
Pro forma profit and loss statement - BA Seat Comfort
(in 1,000 N OK)

Operating revenues
Operating expenses
EBITDA
EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Capital expenditure
Capital employed

2002

N GAAP
2003

2004

2004

IFRS
1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

1 027 431

1 163 401

1 343 168

1 343 872

334 283

344 539

906 455
120 976

1 026 919
136 482

1 106 376
236 792

1 105 182
238 690

286 005
48 278

281 601
62 938

11.8 %

11.7 %

17.6 %

17.8 %

14.4 %

18.3 %

21 457
99 519

20 181
116 301

25 791
211 001

25 791
212 899

6 623
41 655

6 494
56 444

9.7 %

10.0 %

15.7 %

15.8 %

12.5 %

16.4 %

26 012
188 100

36 024
294 975

41 425
292 283

41 425
292 283

12 984
295 474

9 757
295 736

Capital employed is the value at 31 December and 31 March respectively, and includes accounts receivable, inventory, fixed assets and
accounts payable.

Key pro forma adjustments
See under Section 9.1.3 above for description of the pro forma adjustments made.
NGAAP
Operating revenues increased by 13.2 percent between 2002 and 2003 and by 15.4 percent
between 2003 and 2004. The increase comes from both a growth in BA Seat Comfort market
segments and increased market shares for the products. The organic business of Seat Comfort as
well as the acquired operations Ctex and Milan are all recording growth in sales and profitability
in this three year period.
The growth in operating margins is resulting from productivity improvements in all production
units, lower purchasing costs, the ability to carry higher sales levels without increasing the general
overhead and administration costs, in addition to a larger share of production in low-cost
countries. Seat Comfort is the Business Area that has had the most significant establishment in
low-cost countries in the period, developing larger production units in both Mexico and Poland.
IFRS
Year 2004
The figures in the table above show a minor adjustment made for operating revenues. This
adjustment is due to the new currency conversion described in Section 9.1.3 above.
The EBITDA for Seat Comfort is only subject to minor adjustments from the IFRS conversion
for 2004. The net effect of the new accounting principle for capitalising development expenses
given certain criteria is thus not material for Seat Comfort in 2004.
1st Quarter 2005
Seat Comfort is recording an increase in operating revenues of 3.1 percent from 1st Quarter 2004
to 1st Quarter 2005. This is being recorded against a falling market for passenger cars in the
period combined with reduced prices according to long term contracts with the main customers,
as noted above.
The Business Area is continuing to increase its operating efficiency and profitability margins, with
the EBITDA margin increasing on a pro forma basis from 14.4 percent in 1st Quarter 2004 to
18.3 percent in 1st Quarter 2005. Milan had a particularly strong development in their margins in
the period, and the development for Milan explains around 3 percentage points of the increase in
the EBITDA margin. In the 1st Quarter 2004 the Milan operations had several new product
launches which affected profitability. In addition significant improvements have been made with
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labour efficiency and quality in the period. Excluding Milan the sales growth for Seat Comfort in
the period is 2 percent.
9.1.8.2 Pro forma BA Commercial Vehicle Systems
Pro forma profit and loss statement - BA Commercial Vehicles Systems
N GAAP
(in 1,000 N OK)
2002
2003

2004

2004

IFRS
1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

Operating revenues

871 950

886 343

1 034 672

1 033 331

260 778

262 283

Operating expenses
EBITDA

786 872
85 078

794 866
91 477

895 598
139 074

875 210
158 121

224 409
36 369

225 934
36 349

EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Capital expenditure
Capital employed

9.8 %

10.3 %

13.4 %

15.3 %

13.9 %

13.9 %

46 088
38 990

42 945
48 532

40 848
98 226

40 851
117 270

10 866
25 503

10 771
25 578

4.5 %

5.5 %

9.5 %

11.3 %

9.8 %

9.8 %

32 747
341 610

43 929
349 435

37 900
355 774

37 900
355 774

7 461
356 299

22 337
396 413

Capital employed is the value at 31 December and 31 March respectively, and includes accounts receivable, inventory, fixed assets and
accounts payable

Key pro forma adjustments
See under Section 9.1.3 above for description of the pro forma adjustments made.
NGAAP
Operating revenues increased by 1.7 percent between 2002 and 2003 and by 16.7 percent
between 2003 and 2004. The growth is resulting from both a growth in BA CVS market
segments and increased market shares. The Business Area has had a strong focus in the three
year period of increasing the productivity in its Scandinavian plants, but has also established
production in Korea and Brazil. The acquired business Raufoss United has a strong sales and
profitability improvement from 2003 to 2004.
The Business Area has been able to manage the significant sales growth from 2003 to 2004
without increasing the general overhead and administration costs, and is in sum reporting an
increase in the EBITDA margin from 10.3 percent in 2003 to 13.4 percent in 2004.
IFRS
Year 2004
The table above shows that operating revenues are slightly adjusted between NGAAP and IFRS,
a result of the currency conversion effect explained previously.
EBITDA is increasing by NOK 19.0 million between NGAAP and IFRS. This increase is
primarily due to the following two factors: Pension costs are reported NOK 14.2 million lower
under IFRS than NGAAP. This is due to the recording in the opening IFRS balance 1 January
2004 of the unrecognised estimate differences in the pension liability for Kongsberg Automotive,
and the subsequent income effect that arise when the defined benefit pension scheme is
converted to a contribution scheme in 2004. This NOK 14.2 million is a one-off effect in the
profit and loss statement. R&D expenses are reported NOK 5.4 million lower under IFRS than
NGAAP. This is the effect of following the IAS 38 rules on intangible assets and applying this on
costs for research and development. Under these rules development expenses should under
certain criteria be capitalised in the balance sheet and charged to P&L over the lifespan of the
product.
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1st Quarter 2005
Commercial Vehicle Systems is recording an increase in operating revenues of 0.6 percent from
1st Quarter 2004 to 1st Quarter 2005. The operations at Raufoss United had relatively high sales
and results during the 1st Quarter 2004, and the inclusion of this unit pro forma is not a
significant explaining factor for the increase in performance from 2004 to 2005.
9.1.8.3 Pro forma BA Gearshifts
Pro forma profit and loss statement - BA Gearshifts
2002

N GAAP
2003

2004

2004

IFRS
1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

Unaudited

Operating revenues

341 408

377 893

382 532

382 667

108 334

112 084

Operating expenses
EBITDA

315 089
26 319

341 772
36 121

347 671
34 861

344 929
37 738

99 246
9 088

106 214
5 870

(in 1,000 N OK)

EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Capital expenditure
Capital employed

7.7 %

9.6 %

9.1 %

9.9 %

8.4 %

5.2 %

14 270
12 049

13 994
22 127

13 095
21 766

13 095
24 643

3 182
5 906

2 959
2 911

3.5 %

5.9 %

5.7 %

6.4 %

5.5 %

2.6 %

3 155
72 519

9 188
92 103

12 997
75 607

12 997
75 607

5 370
89 296

2 884
88 600

Capital employed is values at 31 December. and 31 March respectively, and includes accounts receivable, inventory, fixed assets and
accounts payable

Key pro forma adjustments
There have been no acquisitions made in the period for BA Gearshifts, and no discontinued
operations. The pro forma figures presented above is therefore the same as have been recorded
and reported over the period.
NGAAP
Operating revenues increased by 10.7 percent between 2002 and 2003 and by 1.2 percent
between 2003 and 2004. The increase in operating revenues is a result of both a growth in BA
Gearshift’s primary market segment of automatic transmission and increased market shares. The
sales volumes for plastic containers have declined over the last years. The Business Area has from
the second half of 2004 worked with a significantly higher portfolio of R&D projects with key
customers than in 2002 and 2003. The higher R&D cost level is a significant explaining factor for
the flat EBITDA and EBITA development from 2003 to 2004.
IFRS
Year 2004
The figures in the table above show a minor adjustment made for operating revenues. This
adjustment is due to the new currency conversion described in Section 9.1.3 above.
The EBITDA for Gearshifts is only subject to minor adjustments from the IFRS conversion for
2004. The net effect of the new accounting principle for capitalising development expenses given
certain criteria is thus not material for Gearshifts in 2004. The fact that there is an increasing
R&D activity in the second half of 2004 will not directly correlate to a corresponding increase in
net capitalised development expenses. This will be affected by a combination of what stage the
development project has passed and the amortisation to P&L of previously capitalised expenses.
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1st Quarter 2005
Gearshifts is recording total sales of NOK 112 million in the first three months of 2005, which is
3.5 percent higher than for the same period in 2004. This is being recorded against a falling
market for passenger cars in the period, as noted above.
The Business Area has a higher R&D cost level in 1st Quarter 2005 than for the same period in
2004, and is also affected by higher material prices for plastic polymers. These two factors are the
primary reasons for the reduced EBITDA and EBITA levels.
9.1.9

Key developments after 1st Quarter 2005

Kongsberg Automotive has continued its positive development into the 2nd Quarter 2005. There
have been no significant negative developments in the Company’s operations or profitability in
the period after 1st Quarter 2005.

9.2

Actual historical financial information

The historical figures in Section 9.2 are audited and reviewed by Ernst & Young AS (see
appendix 3).
9.2.1

Accounting principles (from annual report 2004)

The accounting principles followed under NGAAP is included in the Annual Report for 2004,
attached hereto as appendix 3.
9.2.2

Actual historical financial information

9.2.2.1 Discussion and analysis of historical profit and loss statement - NGAAP
Operating revenues and margins
Operating revenues increased with 23 percent between 2002 and 2003 and with 38 percent
between 2003 and 2004. The growth in operating revenues over the period is due to a
combination of organic and acquisition-based growth. The organic growth is resulting from both
a growth in Kongsberg Automotive’s market segments and increased market shares for
Kongsberg Automotive’s products. The organic growth has come within all three Business Areas.
There have been done two major acquisitions within the three year accounting period; the
acquisition of Ctex in September 2003 and Raufoss United in June 2004. Both acquisitions have
contributed positively to the strong development in Kongsberg Automotive’s operating margins,
which are shown in the table below.
The historical NGAAP figures are audited, see the enclosed Annual report for the Company in
Appendix 3. The 1st Quarter 2005 figures reported under IFRS have been subject to a review,
see a separate 1st Quarter 2005 report included in Appendix 2. This 1st Quarter report also gives
information on the quarterly historical results on a Business Area level.
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Historical profit and loss statement - KA Group
(in 1,000 N OK)
OPERATIN G REVEN UES
Operating expenses :
Cost of goods sold
Salaries and social expenses
Ordinary depreciation fixed assets
Ordinary depreciation intangible assets
Other operating expenses

N ote

N GAAP
2003

2002
2

4/ 14/ 17
9
9
14

2004

1 289 487

1 584 385

2 185 317

623 817
355 108
56 242
3 473
174 624

750 470
422 431
53 970
9 852
230 117

983 862
546 504
70 081
19 552
308 474

2004
2 184 814

IFRS
1q 2004

1q 2005

499 244

619 782

984 765
523 232
70 084
(59 260)
306 519

232 541
125 632
15 744
3 029
68 041

284 129
162 011
19 256
3 332
83 184

1 213 264

1 466 840

1 928 473

1 825 340

444 987

551 912

OPERATIN G PROFIT

76 223

117 545

256 844

359 474

54 257

67 870

Financial items:
Financial income
Financial expenses
Change valuation currency contracts

3 171
(28 937)

2 787
(27 967)

3 424
(55 987)

3 430
(56 090)

513
(11 850)

1 121
(18 031)
(7 633)

(25 766)

(25 180)

(52 563)

(52 660)

(11 337)

(24 543)

50 457

92 365

204 281

306 814

42 920

43 327

(16 667)

(35 993)

(56 140)

(61 951)

(10 824)

(8 642)

N ET PROFIT / (LOSS)

33 790

56 372

148 141

244 863

32 096

34 685

RATIOS:
EBITDA margin
EBITA margin
EBIT margin

10.5 %
6.2 %
5.9 %

11.4 %
8.0 %
7.4 %

14.6 %
11.5 %
10.9 %

14.6 %
11.5 %
11.0 %

Total operating expenses

N et financial items

18

ORDIN ARY PROFIT BEFORE TAXES
Taxes on ordinary profit

3

15.9 %
12.6 %
11.8 %

16.9 %
13.7 %
16.5 %

The growth in operating margins over the three year period is primarily due to the following
factors, which also are commented upon in the pro forma section above:
•

Growth in volume without a corresponding increase in sales and administrative expenses.

•

Cost-efficient product concepts.

•

Larger share of production in low-cost countries.

•

Strong productivity improvements in all production units.

•

Lower purchasing costs.

•

Positive margin contribution from the acquired businesses Ctex and Raufoss United.

Depreciation of intangible assets
The goodwill arising from the acquisition of Ctex is in the 2003 accounts depreciated from the
acquisition date 19 September 2003. In the 2004 accounts there is a full year amortisation of the
Ctex goodwill, and this goodwill is amortised in the group accounts over 20 years.
The negative goodwill from the acquisition of Raufoss United is amortised over 5 years, and the
income effect of this is recorded under depreciation of intangible assets from the acquisition date
1 June 2004 to 31 December 2004.
Net financial items
The increased interest expenses in the last quarter of 2003 in connection with the acquisition of
Ctex were to a large extent offset by a lower interest rate level in 2003 compared with 2002, and
as a result the net financial costs for 2003 and 2002 were on the same level.
The 2004 accounts will then include a full year interest expense related to the acquisition of Ctex,
as well as the financing costs for the acquisition of Raufoss United from 1 June 2004.
Taxes on ordinary profit
The tax cost in percent of profit before taxes is reported at 33.0 percent, 38.9 percent and 27.5
percent respectively for the years 2002, 2003 and 2004. The majority of the ordinary depreciation
of intangible assets is not tax deductible, as it is resulting from consolidation. Adjusting for this
the tax cost percentage is 30.8 percent, 35.2 percent and 25.1 percent for the three years. The
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group is reporting a high tax cost in 2003 due to conservative tax recording of certain cost
accruals made in the US, which then had effect for tax purposes in 2004. The tax percentage in
Poland has also been reduced from 28 percent in 2003 to 19 percent in 2004.
9.2.2.2 Discussion and analysis of historical profit and loss statement – IFRS
This section will first of all review the changes between the historical profit and loss statement
after NGAAP and after IFRS for 2004. Then the 1st Quarter 2005 after IFRS will be commented
upon, and compared to the comparative figures for 1st quarter 2004.
Year 2004
The figures in the table above show that minor adjustments have been made for operating
revenues and cost of goods sold. These adjustments are due to a new currency conversion of the
profit and loss statement of subsidiaries to Norwegian currency, where the IFRS rules for
conversion are different than the principle followed after NGAAP. On each subsequent line in
the P&L there are also currency effects, but these are immaterial in value.
Salaries and social expenses are reported NOK 23.3 million lower under IFRS than under
NGAAP. This is due to the effect of the pension income and the effect of capitalisation of
development expenses described under the pro forma section above.
Other operating expenses are reported NOK 1.9 million lower under IFRS than under NGAAP.
This is primarily related to the capitalisation of development expenses described above. In sum
the effect of capitalisation of development expenses is NOK 6.5 million. Amortisation of R&D
expenses is then included under ordinary depreciation of intangible assets with NOK 2.0 million,
so the net effect of the conversion to IFRS rules for R&D is an improvement in EBIT of NOK
4.5 million in 2004.
The ordinary depreciation of intangible assets shows an income of NOK 59.3 million under
IFRS. This is the net effect of reversing the negative goodwill of NOK 69.7 million recorded in
connection with the acquisition of Raufoss United and the amortisation of patents and R&D.
There is no amortisation of goodwill under IFRS. This NOK 69.7 million is a one-off effect in
the profit and loss statement.
The financial expenses are on the same level between IFRS than NGAAP.
1st Quarter 2005
See also the separate 1st Quarter 2005 report included under Appendix 2.
The Kongsberg Automotive group continued the positive development from 2004 into the first
quarter of 2005. The Operating revenues increased with NOK 121 million from the same period
in 2004, primarily attributable to the acquisition of Raufoss United in June 2004. But the
Kongsberg Automotive group also recorded growth in revenues for the organic business from
2004 to 2005.
The operating profit increased from NOK 54.3 million in the 1st Quarter 2004 to NOK 67.9
million in the 1st Quarter 2005, being an improvement of 25 percent. As the figures above show,
the EBITDA, EBITA and EBIT margins were recorded on the same level as in 2004.
The increase in financial expenses since 2004 is related to the recording of unrealised currency
loss on loans denominated in GBP, and the effect of market valuation of the forward currency
contracts (under IAS 39, which is implemented from 1 January 2005). The net interest cost is on
the same level between the two quarters, reflecting the net effect of the increase from the
Raufoss United acquisition and the reduction from the significant debt repayments that have
been done in the period.
The reduction in tax cost in percent of profit before taxes from 2004 to 2005 is to a large extent
explained by the reduction in the tax rate in Poland to 19 percent.
Net profit for 1st Quarter 2005 was recorded at NOK 34.7 million, representing an increase of
8.1 percent from the same period in 2004.
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9.2.2.3 Per share data
Historical figures
N OK

2002

N GAAP
2003

2004

2004

IFRS
1q2004

1q2005

Earnings per share
Dividend per share

0.76
1.26

1.27
0.59

3.34
1.67

5.53
0.59

0.72
0.59

0.78
1.67

All historical data per share is calculated based on the Company’s current number of Shares
(44,292,770).
For dividend per share, the dividend according to NGAAP is based on the provisions made for
dividends in the particular year. Then the dividend provision in a particular year is approved by
the Company’s annual general meeting the following year, after which the dividend amount is
actually paid out. The dividend according to IFRS is based on the actual dividends paid out in the
particular year, i.e. the dividends accounted for in 2004 based on IFRS are equivalent to the
provisions made for dividends in 2003 according to NGAAP etc.
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9.2.2.4 Group historical balance sheet
Historical balance sheet - KA Group
(in 1,000 N OK)
Intangible fixed assets :
Deferred tax assets
Patents
Goodwill
R&D
Total intangible fixed assets
Tangible fixed assets/ equipment :
Plant, buildings and other property
Machinery, furniture, and equipment
Total tangible fixed assets/ equipment
Financial non-current assets :
Other receivable
Shares
Pension assets
Total financial non-current assets
Current assets:
Inventories
Accounts receivable
Short term receivables parent companies
Other short term receivables
Cash and short term deposits
Total current assets

N GAAP
31.12.2003

31.12.2004

31.12.2004

IFRS
1q 2004

1q 2005

12 026

18 809
60 467
249 422

56 186
49 265
185 530

32 168

328 698

290 981

54 752
49 265
264 127
17 977
386 121

23 050
59 003
267 691
10 131
359 875

52 559
47 905
270 454
20 449
391 367

74 795
152 193
226 988

81 838
205 671
287 509

79 794
286 586
366 380

79 794
286 586
366 380

89 009
210 464
299 473

78 556
302 988
381 544

4 809
903

7 006
1 653
8 659

7 400
2 660
3 616
13 676

5 986
1 653

5 712

7 400
2 660
3 616
13 676

7 639

2 483
3 158
3 616
9 257

90 441
169 316
17 512
36 963
37 449
351 681

127 690
253 552
75 900
44 543
49 403
551 088

186 443
351 455
77 234
74 945
80 682
770 759

186 443
351 456
77 234
74 945
80 683
770 761

124 994
284 252
46 241
37 743
39 705
532 935

185 761
394 664
11 137
71 506
100 351
763 419

616 549

1 175 954

1 441 796

1 536 938

1 199 922

1 545 587

86 928
3 194
90 122

88 586
12 492
56 917
157 995

22 146
12 492
195 216
229 854

22 146
12 492
355 642
390 280

88 586
12 492
84 591
185 669

22 146
12 492
328 332
362 970

15 771
1 561
17 332

29 070
4 209
33 279

31 124
18 272
49 396

32 735
25 375
58 110

29 883
25 471
55 354

32 035
25 121
57 156

11/ 13

234 487
234 487

597 942
597 942

640 304
640 304

560 281
560 281

534 407
534 407

508 717
508 717

5/ 13

6 252

46 366

19 429
211 128
22 006
42 114
74 000
14 397
139 168
522 242

111 733
97 498
210 447
14 699
47 885

64 826
274 608

149 738
16 228
31 082
26 000
20 149
97 175
386 738

41 332
60 381
161 649
22 772
28 883

16

122 127
450
24 953
56 000

19 429
80 023
211 128
22 006
42 114
14 397
139 170
528 267

109 475
424 492

5 094
129 388
616 744

616 549

1 175 954

1 441 796

1 536 938

1 199 922

1 545 587

14.6 %

13.4 %

15.9 %

25.4 %

15.5 %

23.5 %

N ote
3

Provisions :
Deferred tax liabilities
Pension liability
Total provisions
Other long term debt :
Other long term debt
Total other long term debt
Short term liabilities :
Bank overdraft
12 months repayment long-term debt
Accounts payable
Taxes payable
Accrued government dues
Accrued dividends / group contribution
Liability to parent company
Other short term liabilities
Total short term liabilities
TOTAL LIABILITIES AN D EQUITY
RATIOS:
Equity ratio

20 142

9/ 10
9/ 10

9

4

7
6

5

TOTAL ASSETS
Equity:
Share capital
Share premium reserve
Other equity
Total Equity

31.12.2002

12/ 15

3
4

16

9.2.2.5 Discussion and analysis of historical balance sheet - NGAAP
The development of the balance sheet from 2002 to 2004 is significantly affected by the
acquisitions of Ctex in September 2003 and Raufoss United in June 2004. These acquisitions will
have the effect of increasing all balance sheet values, most notably fixed assets, long term debt
and the working capital elements inventories, accounts receivable and accounts payable.
The deferred tax asset increases significantly from 31 December 2003 to 31 December 2004. This
is primarily due to the recording of a deferred tax asset related to the taxable loss carry-forward in
Raufoss United. As of year-end 2004 the taxable loss carry-forward is NOK 86.4 million and its
accompanying deferred tax asset NOK 24.2 million.
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From the acquisition of Raufoss United a negative goodwill of NOK 69.7 million was identified
as of the acquisition date 1 June 2004. This negative goodwill is netted against the positive
goodwill recorded under intangible fixed assets, thus explaining why the book value of goodwill
has been significantly reduced from 31 December 2003 to 31 December 2004.
The book value of pension liability increased from 31 December 2003 to 31 December 2004 due
to the acquisition of Raufoss United. As part of the acquisition accounting all the unrecognised
estimate difference in the actuarial calculations of the Raufoss United pension liability was
recorded as a liability. In 2004 Kongsberg Automotive has also converted the Norwegian defined
benefit schemes to a defined contribution scheme. This has the effect of reducing the pension
liability in the balance sheet. This conversion is commented upon further in the IFRS section
below.
The parent company made a capital reduction in December 2004, reducing share capital and
increasing free equity.
9.2.2.6 Discussion and analysis of historical balance sheet – IFRS
This section will first of all review the changes between the balance sheet as of 31 December
2004 under NGAAP and under IFRS. Then the balance sheet as of 1st Quarter 2005 after IFRS
will be commented upon, and compared to comparative figures for 1st Quarter 2004.
Balance sheet – 31 December 2004
The book value of goodwill is significantly higher under IFRS. This is a result of reversing the
recording of negative goodwill from the acquisition of Raufoss United and reversing the
amortisations of goodwill recorded under NGAAP in 2004. In the IFRS balance sheet there are
also capitalised development costs for NOK 17.9 million as of 31 December 2004, cf. the
description of IAS 38 under Section 9.2.2.2 above.
Pension liability has increased with NOK 7.1 million in the IFRS balance. This is due to the
recording of the unrecognised estimate differences according to the actuarial calculations of the
pension liability. See also description under Section 9.2.2.2 above.
Other long term debt has been reduced significantly in the IFRS balance. This is due to the
recording of the first year instalment on long term debt as short-term debt.
The accrued group contribution of NOK 74 million has been removed from the IFRS balance as
of 31.12.04. Under IFRS dividends and group contribution should first be deducted from equity
when they are approved by the Annual General Assembly and paid. This took place during the
first quarter 2005, and the group contribution of NOK 74 million will therefore first be deducted
from equity in this period.
1st Quarter 2005
The development of the balance sheet from 2004 to 2005 is significantly affected by the
acquisition of Raufoss United in June 2004. This acquisition will have the effect of increasing all
balance sheet values, most notably fixed assets and the working capital elements inventories,
accounts receivable and accounts payable.
The increase in deferred tax asset is described in the NGAAP section above, being the increase
from the taxable loss carry-forward in Raufoss United. The development expenses capitalised in
the balance sheet has increased from the 1st Quarter 2004 and year-end 2004, which follows
from the description in the sections above of the increased R&D activity.
Other receivables have been reduced with NOK 5 million in the IFRS balance. This is due to the
transfer of capitalised costs for refinancing, which under IFRS should be recorded net against
long term debt.
The pension liability has a book value in line with 1st Quarter 2004. The pension liability of
Raufoss United is first included in the 2nd Quarter 2004. At the same time the transfer to defined
contribution pension schemes for the Norwegian operations took place first during the 2nd and
4th Quarter 2004, and these effects therefore balance each other out.
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The book value of equity shows a net reduction from 31.12.04 to 31.03.05. This is because the
group contribution to the parent companies of NOK 74 million was paid out and deducted from
equity during the 1st Quarter 2005.
9.2.2.7 Group historical cash flow statement
Historical cash flow statement - KA Group
(in 1,000 N OK)
Operating activities:
Profit before taxes
Taxes payable
(Gain)/ loss on sale of fixed assets
Depreciation
Change in accounts receivable
Change in inventories
Change in accounts payable
Change in net pension liabilities
Unrealized currency differences
Change in other current items
Cash flow from operations
Investing activities :
Capital expenditure in fixed assets
Sale of fixed assets
Purchase of subsidiaries
Investments in other shares
Cash flow from investing activities
Financing activities:
Change 12 months repayment Long-term debt
Net change long-term debt
Pay off debt by acquisition subsidiary
Change in bank overdraft
Equity increase
Dividends paid
Group contribution paid
Cash flow from financing activities
N et change in cash

31.12.2002

N GAAP
31.12.2003

31.12.2004

31.12.2004

IFRS
1q 2004

1q 2005

50 458
(10 544)

92 365
(24 410)

204 281
(40 834)

306 814
(40 834)

42 920
(10 373)

43 327
(9 685)

59 715
7 555
5 911
(11 065)
2 210
(18 442)
1 488
87 286

63 822
(84 236)
(37 249)
27 611
2 648
(2 198)
6 240
44 593

89 633
(23 107)
(27 900)
37 890
(8 237)
(3 482)
(6 409)
221 835

10 824
(23 108)
(27 900)
37 890
(21 950)
(1 211)
(16 912)
223 614

18 773
(30 700)
2 696
11 911
446

22 588
(43 208)
682
(681)
(254)

31 941
67 615

56 788
69 557

(37 539)
2 083

(77 583)
645
(257 040)
(750)
(334 728)

(89 297)

(89 297)

(24 939)

(34 103)

(92 463)

(92 463)

-

-

(181 760)

(181 760)

(24 939)

(34 103)

44 141

32 594
9 768

12 952
(16 106)

17 475
(51 564)

(800)
(36 256)

(431)

(26 937)

(26 937)

(5 034)

92 304

(55 000)
(55 431)

363 455
(59 630)
3 823
14 150
(30 000)
(26 000)
265 798

(6 000)
(20 000)
(8 796)

(6 000)
(20 000)
(10 575)

(6 000)
(20 000)
(34 188)

(74 000)
(15 785)

(4 401)

(24 337)

31 279

31 279

8 488

19 669

9.2.2.8 Discussion and analysis of historical cash flow statement - NGAAP
The historical cash flow statements for the Company will be significantly affected by the
acquisitions made in the period, affecting the working capital side, the investing activities and the
financing activities.
The development in profit before taxes has been commented upon in Section 9.2.2.1 above, as
well as the tax cost, which in the profit and loss statement includes both the change in deferred
tax and the taxes payable. The cash flow statement shows that the taxes payable in percent of
profit before taxes has been reduced from 26.4 percent in 2003 to 20 percent in 2004, thus
underlining the effect of the utilisation of the taxable loss carry-forward in Norway and the
reduced tax rate in Poland.
Given the effect of the acquisitions made the changes in the working capital elements are better
commented upon on a pro forma basis.
The cash flow statement also shows the significant increase in investments made in machinery,
equipment and other fixed assets in the period, increasing from NOK 37.5 million in 2002 to
NOK 89.3 million in 2004.
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9.2.2.9 Discussion and analysis of historical cash flow statement – IFRS
2004
The cash flow statement for 2004 after IFRS starts with a higher profit before taxes than under
NGAAP, but the effect of reversing the negative goodwill from the Raufoss United acquisition is
then adjusted for again under the depreciation line, as this is not an income with cash flow effect.
Similarly the income effect of converting to a defined contribution scheme is adjusted for on the
line for change in net pension liability.
The IFRS cash flow statement will also include a line for the change in 12 months repayment of
long term debt, as this now is reported separately under IFRS.
1st Quarter 2005
The cash flow for 1st Quarter 2005 reflects a higher profit before taxes than in 1st Quarter 2004,
but also a higher increase in the level of accounts receivable. The change in other current items in
both 2004 and 2005 will include a positive effect from the reduction in the receivable on the
parent companies. The payment of group contribution and dividend will partly be done through
netting against the receivable that has been developed in previous periods on the parent
companies. The net actual cash outflow to the parent companies in the 1st Quarter 2005 is
around NOK 20 million. The increase in bank overdraft in the period is also explained by the
generation of cash outside Norway and Sweden, at the same time as making repayment of loans
and paying the significant interest cost in these two countries, and the composition of the level of
bank and cash deposits and level of bank overdraft will be adjusted through the year.
9.2.2.10 Actual historical financials per Business Area (BA)
Historical financials BA Seat Comfort
Historical profit and loss statement - BA Seat Comfort
(in 1,000 N OK)

2002

N GAAP
2003

2004

2004

IFRS
1q 2004

1q 2005

Total sales

453 529

675 049

956 413

957 117

238 656

245 415

Operating expenses
EBITDA

405 188
48 341

585 680
89 369

759 371
197 042

758 177
198 940

194 036
44 620

197 176
48 239

EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Capital expenditure
Capital employed

10.7 %

13.2 %

20.6 %

20.8 %

18.7 %

19.7 %

12 384
35 957

13 031
76 338

21 538
175 504

21 538
177 402

5 767
38 853

5 526
42 713

7.9 %

11.3 %

18.4 %

18.5 %

16.3 %

17.4 %

15 512
117 789

24 824
157 625

37 925
261 771

37 925
261 771

12 109
250 775

8 882
271 304

For a discussion of the operating performance of BA Seat Comfort, please see Section 9.1.8.1.
Historical financials BA Commercial Vehicles Systems
Historical profit and loss statement - BA Commercial Vehicles Systems
N GAAP
(in 1,000 N OK)
2002
2003

2004

2004

IFRS
1q 2004

1q 2005

Total sales

494 550

531 443

846 372

845 031

152 254

262 283

Operating expenses
EBITDA

433 272
61 278

475 566
55 877

731 798
114 574

711 410
133 621

132 932
19 322

225 934
36 349

EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Capital expenditure
Capital employed

12.4 %

10.5 %

13.5 %

15.8 %

12.7 %

13.9 %

29 588
31 690

26 945
28 932

35 448
79 126

35 451
98 170

6 795
12 527

10 771
25 578

6.4 %

5.4 %

9.3 %

11.6 %

8.2 %

9.8 %

18 847
174 310

41 429
200 135

37 900
355 774

37 900
355 774

7 461
206 999

22 337
396 413
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For a discussion of the operating performance of BA Commercial Vehicles Systems, please see
Section 9.1.8.2.
Historical financials BA Gearshifts
Historical profit and loss statement - BA Gearshifts
(in 1,000 N OK)

2002

N GAAP
2003

2004

2004

IFRS
1q 2004

1q 2005

Total sales

341 408

377 893

382 532

382 667

108 334

112 084

Operating expenses
EBITDA

315 089
26 319

341 772
36 121

347 671
34 861

344 929
37 738

99 246
9 088

106 214
5 870

EBITDA margin

Ordinary depreciation fixed assets
EBITA
EBITA margin

Capital expenditure
Capital employed

7.7 %

9.6 %

9.1 %

9.9 %

8.4 %

5.2 %

14 270
12 049

13 994
22 127

13 095
21 766

13 095
24 643

3 182
5 906

2 959
2 911

3.5 %

5.9 %

5.7 %

6.4 %

5.5 %

2.6 %

3 155
72 519

9 188
92 103

12 997
75 607

12 997
75 607

5 370
89 296

2 884
88 600

For a discussion of the operating performance of BA Gearshifts, please see Section 9.1.8.3.
9.2.3

Actual quarterly operating revenues for 2004 and Q1 2005 (NGAAP)

N OK 1,000

1Q04

2Q04

3Q04

4Q04

1Q05

Commercial Vehicle Systems
Seat Comfort
Gearshifts

150 936
240 199
108 555

189 609
240 705
97 595

231 465
225 382
81 450

272 180
251 391
95 850

262 933
245 257
112 284

Kongsberg Automotive group

499 690

527 909

538 297

619 421

620 474

From and including 2nd Quarter 2004 the quarterly sales figures for Commercial Vehicles
Systems are impacted by the acquisition of Raufoss United. Apart from this, the seasonal
variation in the Company’s operating revenues has historically proven to be rather limited, with a
slight decline in the 3rd Quarter.
9.2.4

Actual geographical distribution of Company sales

N OK million

2002

2003

2004

Europe
North America
South America
Other areas

1 104.9
90.2
13.3
81.1

1 302.9
159.8
23.8
97.9

1 884.4
155.9
50.0
95.0

Kongsberg Automotive group

1 289.5

1 584.4

2 185.3

Raufoss United has been consolidated from the acquisition date 1 June 2004. Ctex has been
consolidated from the acquisition date 19 September 2003. Going forward, the Company will
experience increased sales in North America after the acquisition of Milan in June 2005. Milan
had sales of approximately NOK 387 million in 2004, all to the North American market.

9.3

Summary of transition to IFRS

The Kongsberg Automotive group will report under IFRS from 1 January 2005, and its transition
date has been adopted as 1 January 2004, except for the implementation of IAS 39 and IAS 32
which has been done by 1 January 2005.
Kongsberg Automotive has undertaken a project together with PricewaterhouseCoopers as
financial consultants to identify the effects of implementing IFRS and in order to make
accounting principle choices under IFRS 1. Ernst & Young AS, the Company’s auditor, has
performed a review of the IFRS accounts for 1st Quarter 2005, please see appendix 2.
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9.3.1

Specific IFRS accounting policy implications

Goodwill
Kongsberg Automotive will make use of the option in IFRS 1 not to retrospectively account for
business combinations. Goodwill from acquisitions made before 1 January 2004 will therefore
remain unchanged as of 1 January 2004. For Kongsberg Automotive this means in practice that
we will not need to make a new purchase accounting evaluation of the Ctex acquisition made in
September 2003 and the Scandmec acquisition in 1996.
Goodwill (IAS 38) arising from business combinations needs to be tested for impairment (IAS36)
at the transition days and successive year-end. There has been no indication for a need for write
down of goodwill through impairment tests. Goodwill has previously under NGAAP been
amortised. This is no longer an option under IFRS and therefore this is reversed in 2004.
The acquisition of Raufoss United resulted in a negative goodwill element (“badwill”) which was
amortised under NGAAP. This is not an option under IFRS and therefore this is treated as a
one-off positive P&L effect in 2004.
Pensions
The accumulated unrecognised effect of changes in estimates and differences between actual and
expected return on pension assets must be derecognised in the opening balance, in accordance
with IAS 19. This has been done in the IFRS opening balance as of 1 January 2004.
The assumptions used by Kongsberg Automotive under NGAAP for the calculation of the
defined benefit liability e.g. the discount rate, lies within the range recommended by the actuaries
to use for the IFRS calculations.
Research and development costs
IFRS opens for capitalisation of the development costs within R&D, given fulfilment of certain
criteria (IAS 38) Kongsberg Automotive has gone through each project and found that some of
the project phases fulfil the criteria and has therefore capitalised part of the total development
costs. This is not a significant amount compared to the total balance of the Company. After
capitalisation the development costs will be amortised to P&L over the life-span of the product.
Fixed assets
The Company has found the established principles of recognition to be in line with IFRS (IAS
16, 15). Kongsberg Automotive have chosen to apply the historic cost model. This model
requires the fair value to be estimated at regular intervals depending on the nature of the assets
(IAS 16, 31). The assets are depreciated over their useful life as in the historic cost model.
The Company must evaluate the option to use cost less accumulated depreciation in its opening
balance or to use fair value at that date for selected items of PPE as deemed cost (IFRS 1, 16).
Each part of an item of PPE with a cost that is significant in relation to the total cost of the item
shall be depreciated separately (IAS 16, 43). The Company has decomposed assets to single items
and has therefore not seen a need for further decomposing.
The depreciation amount of an asset shall be allocated on a systematic basis over its useful life
(IAS 16, 50). This agrees with the group’s current principle.
There are no indications that the recoverable amount of an asset is impaired, and therefore the
values on fixed assets are kept equal under IFRS.
Deferred taxation
Under IFRS there is a stricter demand for documentation of future utilisation of deferred tax
assets related to taxable loss carry-forwards. The analysis performed by Kongsberg Automotive
does not give rise to any reduction of the book value of deferred tax assets.
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Financial instruments
Kongsberg Automotive has certain financial instruments in place through currency forward
contracts and contracts for securing the price of copper-base alloys. Kongsberg Automotive will
mark its contracts to fair value on 1 January 2005 and will charge or credit the deviation in fair
value to the income statement going forward. It will later in 2005 be performed a hedging
evaluation of these contracts to evaluate hedging accounting after the IFRS rules.
9.3.2

Reconciliation of equity

N OK 1,000
Equity reported after N GAAP
Capitalisation of development projects

01.01.2004

31.12.2004

157 995

229 854

8 722

17 977

(21 261)

(7 103)

3 511

(3 045)

26 000

74 000

Derecognision of negative goodwill

-

69 609

Reversal of net goodwill amortisation in 2004

-

8 988

Increase in pension liability
Deferred tax effect of adjustments
Accrued dividend/ group contribution 31.12,
first to be deducted when paid

Equity reported after IFRS

174 967

390 280

The reconciling items have been described through the preceding sections. The negative goodwill
derecognised in 2004 is from the acquisition of Raufoss United in June 2004, as previously
described.
See the enclosed 1st Quarter 2005 report in Appendix 2 for further reconciliation of equity under
IFRS from 31 December 2004 to 1 January 2005, from implementation of IAS 39, and from 1
January 2005 to 31 March 2005.

9.4

Investments

Actual historical figures
N OK million

2002

2003

2004

Q1 2005

Machinery, furniture and equipment

37.4

77.0

87.0

34.0

0.1

0.6

2.2

-

Plant, buildings and property
Capital expenditure in fixed assets

37.5

77.6

89.2

34.0

Net capital expenditure (including disposals)

35.5

77.0

88.6

34.0

2.8 %

4.9 %

4.1 %

5.5 %

% of operating revenues
Ordinary depreciation
N et capital expenditure less depreciation
Acquisition of subsidiaries

56.2

54.0

70.0

19.0

(20.7)

23.0

18.6

15.0

-

257.0

92.5

-

The table above is based on actual historical accounting information provided in Kongsberg
Automotive’s annual accounts. Kongsberg Automotive has invested between 2.8 percent and 4.9
percent of operating revenues in strategic assets over the last three accounting years, and 5.5
percent of operating revenues in 1st Quarter 2005, being sufficient to replace old machinery and
bring in new capacity. In addition, the Company has made two acquisitions of subsidiaries in the
period. The 2003 acquisition figure (NOK 257 million) includes the purchase of Ctex in
September 2003. The 2004 acquisition figure (NOK 92.5 million) includes mainly the purchase of
Raufoss United in June 2004, and a smaller earn-out element stemming from the Ctex
acquisition.
Kongsberg Automotive has not divested any subsidiaries or operations during the period in
question.
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9.5

Description of Company borrowings

The balances of the loan amounts in the table below are stated in 1,000s in the respective
currencies:
Loan
code:

Lender

Borrower

Currency

Balance
31.03.05

Annual
repayment

Maturity

Margin (%)

D1

DnBNOR

KA AS

NOK

34 000

7 000

2009

NIBOR + 2.25

D2

DnBNOR

KA ASA

NOK

100 000

0

2009

NIBOR + 2.25

E

DnBNOR

KA AB

SEK

92 500

20 500

2009

STIBOR + 2.25

F

DnBNOR

KA ASA

GBP

20 525

4 600

2009

LIBOR + 2.25

G

DnBNOR

KA GB

GBP

2 465

500

2009

LIBOR + 2.25

H

DnBNOR

KA ASA

NOK

90 000

10 000

2012

NIBOR + 2.25

In addition, the loans in the table below stem from the acquisition of Milan. The balances of the
loan amounts, as of 31 May 2005, are stated in 1,000s in the respective currencies:
Balance
31.05.05

Annual
repayment

Loan
code:

Lender

Borrower

Currency

I

DnBNOR

KA Inc.

USD

25 000

4 400

2009

FED* + 2.25

J**

DnBNOR

KA ASA

NOK

35 000

10 000

2009

NIBOR + 2.25

Maturity

Margin (%)

*Federal Funds Rate
**To be used for working capital

All the loans noted above are at present on a 3-month interest period, with the next interest
fixing on 15 June 2005, and thereafter a likely new 3-month period to 15 September 2005.
In addition to the loans noted above, which are the syndicated loans through DnBNor, the
Company has the following revolving credit facilities:
•

Korea Exchange Bank, limit KRW 1.5 billion (NOK 9 million), drawn as of 1st Quarter
2005: KRW 1.25 billion (NOK 7.5 million). Must be renewed each year.

•

Bank of Communications, China, limit USD 300 000, drawn as of 1st Quarter 2005:
USD 300 000. Must be renewed each year.

The Company also has a bank overdraft facility in Norway from DnB NOR with a total limit of
NOK 170 million. There is no defined maturity of this facility, and the margin on any drawn
amount is NIBOR + 2.25 percent like the other loans mentioned above.
Covenants in loan contracts
All the syndicated loans noted above are measured towards one set of covenants, which are
measured on a group level. There are covenants in the loan contracts related to the ratio for net
interest-bearing debt to EBITDA, the equity ratio, maximum capital expenditure and the fixed
charge cover ratio. Kongsberg Automotive is with its present profitable operations operating
within the covenant ratios.
During the period with FSN Capital as owner, the Company has also serviced acquisition debt
above the level of Kongsberg Automotive Holding ASA, i.e. debt in Bilco AS and Vikaberg
Industri AS. The current debt structure, including interest level and covenants etc. are based on
the Company servicing additional acquisition debt, which the owners of Bilco AS and Vikaberg
Industri AS will take over the responsibility for following the listing on Oslo Børs.
The Company therefore has an understanding with its bank, DnBNor, that the structure of the
loan contracts, including portfolio of loan, repayment plan and covenant structure, will be
reviewed together with the bank and renegotiated during the autumn of 2005, following a listing
on the Oslo Børs. In absolute terms the acquisition of Milan and the associated working capital
loan has resulted in increased debt for Kongsberg Automotive, however as Milan’s own cash
flow is sufficient to service this additional debt, the Company will still have an improved debt
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situation following the listing when the acquisition debt in Bilco AS and Vikaberg Industri AS is
no longer the responsibility of Kongsberg Automotive.

9.6

Financial market exposure

Approximately 39 percent of Kongsberg Automotive’s revenues are generated in EUR and the
second largest invoicing currency is SEK. The Company has forward currency contracts through
the subsidiaries in England and Norway, for respectively EUR to GBP and EUR to NOK, in
order to reduce the net exposure to EUR and secure the GBP reporting value of EUR and NOK
value of EUR.
Kongsberg Automotive AS, Raufoss works has hedged approximately 40 percent of its 2005
purchase volume of metal through forward contracts.
With increasing production outside Norway and Sweden, the Company has been exposed to
larger currency risks over the last three years. For 2005, Kongsberg Automotive’s most
significant net income will be in the currencies EUR and USD. The exchange rate between these
currencies and NOK will have a material effect on the Company’s consolidated figures,
expressed in NOK. Also, the average exchange rate for SEK when converting the results of the
Swedish subsidiary Kongsberg Automotive AB to NOK will have a significant impact on the
Company’s accounts measured in NOK.

9.7

Related party transactions

Kongsberg Automotive has no joint ventures or associated companies, or any other significant
transactions with entities or directors related to the Company.
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10 SHARE CAPITAL AND SHAREHOLDER MATTERS
10.1 Information on Kongsberg Automotive
Kongsberg Automotive is a public limited liability company, incorporated and existing under the
laws of Norway under registration number 942 593 821. The Company’s head office is located in
Kongsberg, Norway. Kongsberg Automotive’s registered address is Dyrmyrgata 45, P.O. Box 62,
NO-3601 Kongsberg. The Company’s share capital is fully paid up and registered in the
Norwegian Register of Business Enterprises. The Company is subject to Norwegian law and in
particular the provisions of Act no. 45 of 13 June 1997 on Public Limited Liability companies.
The Company’s Shares with securities identification number ISIN NO 000 3033102 are
registered with VPS, the Norwegian Central Securities Depositary.
The articles of association of Kongsberg Automotive are attached hereto as appendix 1.

10.2 Listing on Oslo Børs
On 26 May 2005 Kongsberg Automotive submitted an application for listing of the Company’s
Shares on Oslo Børs, primarily on the Main List, or, if the conditions for listing on Oslo Børs
Main List are not met, on the SMB-list. The application is expected to be decided by the Board of
Directors of Oslo Børs by 23 June 2005. Provided that the listing application is approved, it is
expected that the first quotation and trading day will be 24 June 2005. The Company’s ticker
code will be “KOA”. The Shares in Kongsberg Automotive are not listed on any other stock
exchange, nor have any applications been made for listing on any other stock exchange.
For further information, see Section 4.12 (“Stock exchange listing of the Shares”).

10.3 Description of the share capital and principal
shareholders
Share capital
As at the date of this Prospectus, Kongsberg Automotive has a share capital of NOK 22,146,385
divided into 44,292,770 Shares, each with a nominal value of NOK 0.50.
The table below sets out the changes in the Company’s share capital since 31 December 2001:
Year

Type of change

Change in #
Shares

2003

Capital increase

82 877

4 429 277

1 657 540

88 586 540

2004

Capital reduction

-

4 429 277

(66 439 155)

22 146 385

5.00

2005

Share split

22 146 385

0.50

39 863 493

# Shares
post change

44 292 770

Change in
share capital

-

Share capital
post change

Par value
(N OK)
20.00

Principal shareholders
Since July 2001, the Company has been owned partly by a consortium led by the private equity
company FSN Capital and partly by the Management Shareholders, both through the holding
companies Bilco AS and Bilco AS’ wholly owned subsidiary Vikaberg Industri AS.
In May 2005, Private Placement Shareholders became owners in Kongsberg Automotive, after
having acquired 17.57 percent of the Shares in the Company from Vikaberg Industri AS. The
ultimate seller in the Private Placement was the FSN Consortium. The agreed purchase price was
NOK 45 per share, however to be adjusted accordingly if the final Offer Price is set lower than
this amount. Should the Shares not be listed at Oslo Børs within 1 July 2005, the Private
Placement Shareholders also have an option to sell the Shares back to Vikaberg Industri AS
against repayment the purchase price.
The figure below illustrates the current ownership structure in Kongsberg Automotive; Bilco AS
owns 6.59 percent, Vikaberg Industri AS owns 75.85 percent, while the Private Placement
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Shareholders own 17.57 percent of the Shares (the Company’s ultimate owners are marked with
grey shading):
FSN Consortium &
Management Shareholders
100 %

Bilco AS
100 %

Private Placement
Shareholders

Vikaberg Industri AS
6.59 %

17.57 %

75.85 %

Kongsberg Automotive

Vikaberg Industri AS will be the Selling Shareholder in the Share Offer. Upon completion of the
Share Offer, Vikaberg Industri AS will be liquidated and its remaining Shares in Kongsberg
Automotive thereby transferred to Bilco AS. Subsequently, Bilco AS will be reorganised. The
FSN Consortium will continue to hold its Shares in Kongsberg Automotive through Bilco AS
while the Management Shareholders will hold their Shares in Kongsberg Automotive through
separate holding companies independent of Bilco AS. This reorganisation is to be finalised within
the end of August 2005. Up to this date on which the reorganisation is finalised, Bilco AS will be
registered as majority owner of the Shares in Kongsberg Automotive. An overview of Kongsberg
Automotive’s direct owners are shown in the table below, with their ownership of Shares as of
the date of this Prospectus, and their expected ownership of Shares after the Secondary Sale,
assuming that the maximum number of Shares in the Secondary Sale is sold, and after the
liquidation of Vikaberg Industri AS, but prior to any exercise of the Greenshoe option, and
before the reorganisation of Bilco AS, as described above, takes place.
#
1
2
3
4
5
6
7
8

KA direct owners
N ame

Pre Secondary Sale
# shares
ownership%

Post Secondary Sale
# shares
ownership%

Vikaberg Industri AS
ODIN Forvaltning
Bilco AS
Orkla ASA
Folketrygdfondet
DnB NOR Kapitalforvaltning
Carnegie Kapitalforvaltning
New investors

33 594 180
3 333 000
2 917 590
1 667 000
1 111 500
1 111 500
558 000
-

75.85
7.52
6.59
3.76
2.51
2.51
1.26
-

3 333 000
22 011 770
1 667 000
1 111 500
1 111 500
558 000
14 500 000

7.52
49.70
3.76
2.51
2.51
1.26
32.74

Total

44 292 770

100.00

44 292 770

100.00

To illustrate the ultimate ownership structure of Kongsberg Automotive, an overview of
Kongsberg Automotive’s ultimate owners are shown in the table below, with their ownership of
Shares as of the date of this Prospectus, and their expected ownership of Shares after the
Secondary Sale, assuming that the maximum number of Shares in the Secondary Sale is sold, but
prior to any exercise of the Greenshoe Option:

92

Kongsberg Automotive - Share Offer and listing on Oslo Børs

#
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

KA ultimate owners
N ame

Pre Secondary Sale
# shares
ownership%

Post Secondary Sale
# shares
ownership%

FSN Capital Limited Partnership I*
BancBoston Investments Inc.
ODIN Forvaltning**
FSN Capital Holding Ltd.*
Orkla ASA**
Hans Trogen
Folketrygdfondet**
DnB NOR Kapitalforvaltning**
Olav Volldal
Carnegie Kapitalforvaltning**
Vince Smith
Steve Williams
Chris Cutts
Bent Wessel-Aas
Erik Magelssen
Grunde T. Engh
Hans Peter Havdal
Bengt Williamsson
Bård Klungseth
Svein-Olav Torø
Björn Eldar Petersen
New investors

25 261 785
4 626 050
3 333 000
2 331 123
1 667 000
1 254 316
1 111 500
1 111 500
807 663
558 000
457 828
457 828
297 062
268 004
183 799
167 905
147 025
80 984
68 058
68 058
34 282
-

57.03
10.44
7.52
5.26
3.76
2.83
2.51
2.51
1.82
1.26
1.03
1.03
0.67
0.61
0.41
0.38
0.33
0.18
0.15
0.15
0.08
0.00

13 892 835
2 544 112
3 333 000
1 282 011
1 667 000
1 254 316
1 111 500
1 111 500
807 663
558 000
457 828
457 828
297 062
268 004
183 799
167 905
147 025
80 984
68 058
68 058
34 282
14 500 000

31.37
5.74
7.52
2.89
3.76
2.83
2.51
2.51
1.82
1.26
1.03
1.03
0.67
0.61
0.41
0.38
0.33
0.18
0.15
0.15
0.08
32.74

Total

44 292 770

100.00

44 292 770

100.00

*FSN Capital Holding Ltd. is the management company of FSN Capital Ltd. partnership I.
** Private Placement Shareholders acquiring Shares in the Private Placement

Please see Section 13.5.2 (“Control by major shareholder”) regarding the FSN Consortium’s
potential negative control in the Company.
Authorisation to issue new shares
At the extraordinary general meeting of 25 May 2005 the Board of Directors was granted
authorisation to increase the share capital with up to NOK 2,214,638.50, valid until 30 June 2006
(or the annual general meeting in 2006 whichever comes first). With the current face value of
NOK 0.50 the Board is authorised to issue up to 4,429,277 new shares in the Company.
The existing shareholders’ pre-emptive rights may be waived. The authorisation may be used for
one or more issues of new shares and is given for the purpose of providing financing for the
Company’s future operations or to ensure the availability of shares to be used in connection with
possible acquisitions and mergers. The authorisation includes share capital increases in
connection with mergers and share contribution in kind.
The authorisation has not been used at the date of this Prospectus.
Warrants etc
The Company has no warrants or convertible bonds that give the holder rights to require issue of
shares in the Company. No authority exists to issue such instruments. Furthermore, no
subscription rights shares in the Company have been issued. There are no ownership restrictions
or licence regulations that will come into effect on acquisition of the Company’s Shares.
Call Option Agreement between Management Shareholders and Bilco shareholders
The Management Shareholders is party to a Call Option Agreement with the FSN Consortium
with respect to shares in Bilco AS. The options will be discontinued and settled in cash upon
listing of Kongsberg Automotive. The agreement will not have any impact on the Company.
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Management Shareholders in Kongsberg Automotive
Management Shareholders will have their present share holding in Bilco AS converted into
Shares in Kongsberg Automotive and remain shareholders in the Company, cf. Sections 10.3 and
10.4, and not sell any Shares as part of the Share Offer.
Own Shares
Kongsberg Automotive and its subsidiaries own no Shares in Kongsberg Automotive.
At the extraordinary general meeting of 25 May 2005 the Board of Directors was authorised to
acquire up to 4,429,277 own Shares with an aggregate par value of up to NOK 2,214,638.50. The
highest and lowest prices that may be paid for each Share are NOK 1 and NOK 200 respectively.
The authorisation is valid until 30 June 2005 (or the annual general meeting in 2006 whichever
comes first).
Transferability
The Company has only one class of Shares. The Shares are freely transferable.
Voting rights
The Company’s Shares give equal voting rights at the Company’s general meeting, and there exist
no constraints regarding the exercise of voting rights in the Company’s articles of association.
Shareholder Agreements
The Company is not aware that its shareholders have entered into any shareholder agreements.
No transactions exists between the Company and the present owners
There exist no transactions between the Company and its present owners including Vikaberg
Industri AS and Bilco AS with present owners and related parties (with the exclusion for the
Company’s employment relationship to Management Shareholders and the continued
directorship for Frode Strand-Nielsen and Cato A. Holmsen).

10.4 Lock-up
The FSN Consortium, consisting of FSN Capital Limited Partnership I and FSN Capital Holding
Limited, excluding BancBoston to the extent the Greenshoe Option is fully exercised and these
Shares are not redelivered, have undertaken not to dispose of any Shares in Kongsberg
Automotive, other than Shares sold in the Secondary Sale or in connection with exercise of the
Greenshoe option, without the prior consent of Carnegie ASA, for a period of six months from
the first day of listing.
In addition, the CEO of the Company, as described in Section 8.2 (“Group Management”), has
undertaken not to dispose of any Shares for a period of 12 months following the first day of
listing. Furthermore, all Management Shareholders have undertaken not to dispose of any Shares
in Kongsberg Automotive prior to the announcement of the preliminary 2005 annual accounts.
For an additional period, from the announcement of the preliminary 2005 annual accounts until
12 months after the first day of listing, the Management Shareholders, not including the CEO,
cannot dispose of any Shares in Kongsberg Automotive unless coordinated and approved by
Carnegie ASA. Furthermore, all Management Shareholders, including the CEO, have undertaken
not to dispose of any Shares unless coordinated by Carnegie ASA from 12 months after the first
day of listing until the announcement of the preliminary 2006 annual accounts. Carnegie ASA
may solely at its own full discretion under extra-ordinary circumstances make exceptions from
the above.

10.5 Shareholder policy and corporate governance
Kongsberg Automotive will inform Oslo Børs, the Company’s shareholders, investment firms,
asset managers and the market in general on an ongoing basis of the Company’s development,
activities and special events, ensuring that as far as possible the pricing of the Company’s Shares
reflects the underlying values and expectations of future profits. In addition to annual reports and
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interim reports, information to shareholders will be duly published through the Oslo Børs
information system, on Kongsberg Automotive’s websites and via press release. Financial
statements will be issued quarterly.
In order to achieve good liquidity and an accurate valuation of the Shares, the Company will act
in accordance with the Norwegian corporate governance recommendations.

10.6

Dividend policy

The Company’s objective is to yield a stable and competitive return on invested capital to the
shareholders through a combination of dividends and share price development. To determine the
dividend amount, the Board of Directors will evaluate the Company’s capital structure, earnings,
financial condition, cash requirements for potential attractive acquisitions and other factors
including taxation, regulation and the pay-out ratios of comparable companies. The Company
seeks to obtain an equity ratio of 30 percent. Given that no attractive acquisitions are made, the
Company aims to pay dividends of 3-4 percent direct yield.

10.7 Auditor
Kongsberg Automotive’s auditor is Ernst & Young AS, Oslo Atrium, P.O. Box 20, N-0051 Oslo
(certified public accountants, enterprise number NO 976 389 387). Ernst & Young has issued
unqualified auditor’s reports for the financial years 2002, 2003 and 2004. Ernst & Young has also
performed a review of the IFRS accounts for 1st Quarter 2005, please see appendix 2.
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11 TAX ISSUES
11.1 General
Set out below is a summary of Norwegian tax matters related to holding and disposal of Shares in
Kongsberg Automotive. The summary is of a general nature, and investors who wish to clarify
their own tax situations should consult with and rely upon their own tax advisers. Investors
resident in jurisdictions other than Norway should consult with and rely upon local tax advisors
as regards the tax position in their country of residence.
The summary is based on Norwegian law, including tax treaties, applicable at the date of this
Prospectus. It should be noted that Norway at the date of this Prospectus is in the process of
introducing a tax reform which will influence on the fiscal treatment of the instruments dealt
with in this summary. As a part of the first phase of the tax reform the Exemption Method (with
main effect from 1 January 2004) and the Shareholder Model (with effect from 1 January 2006) have
been introduced. It should be noted that the tax reform rules include a number of transitional
provisions which may affect the taxation in the years 2004-2006.

11.2 Wealth tax
Shareholders resident in Norway for tax purposes (“Norwegian shareholders”) are, with the
exception of limited companies and similar entities, subject to net wealth taxation by the
Norwegian State and the local municipality. Shares are included as part of the taxable base for
this purpose. Shares listed on Oslo Børs are currently valued at 65 percent of market value on 1
January in the assessment year. The maximum combined rate of net wealth tax is 1.1 percent.
Shareholders resident outside Norway are normally not subject to wealth taxation in Norway.

11.3 Taxation of dividends and capital gain on realisation of
shares
11.3.1 Norwegian resident shareholders
Corporate shareholders
The Exemption Method exempts Norwegian corporate shareholders from taxation on received
dividend distributions and capital gains from sale of shares in Norwegian companies. Likewise
losses on realisation of shares will not be deductible for tax purposes.
Individual shareholders
Dividends distributed to Norwegian individual shareholders are under current rules taxable as
general income at 28 percent. Norwegian shareholders are, however, entitled to a tax credit under
the Norwegian imputation tax system. The tax credit corresponds with the tax payable by the
shareholder on the dividends. This implies that Norwegian individual shareholders are effectively
exempted from tax on dividend distributions from Norwegian companies.
Norwegian shareholders are taxable in Norway for capital gains on the realisation of shares, and
have a corresponding right to deduct losses that arise on such realisation. The tax liability applies
irrespective of time of ownership, and the number of shares sold. Gains are taxable as general
income in the year of realisation, and losses can be deducted from general income in the year of
realisation. The tax rate for general income is currently 28 percent.
Under current tax rules gain or loss is calculated per share, as the difference between the
consideration received and the tax basis of the share. The tax basis of each share is based on the
shareholder’s purchase price for the share, with subsequent RISK-adjustments. RISK means
“Regulering av Inngangsverdi med Skattlagt Kapital” (Regulation of the Tax Basis through
Changes in Taxed Capital). RISK-adjustments are made annually, as of 1 January in the year of
assessment, and will only affect the tax basis of a shareholder owning the share at such time.
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RISK-adjustments increase the tax basis of each share corresponding with net taxed profits
retained in the company.
When calculating gain or loss, Norwegian shareholders must apply a “first-in, first-out” (FIFO)
principle. Costs incurred in connection with the acquisition and/or sale of shares may be
deducted from the Norwegian shareholders’ taxable income in the year of sale.
As a part of the Norwegian tax reform the imputation tax system on dividends and RISK-system
in respect of taxation of capital gains will be replaced by the Shareholder Model from 1 January
2006.
Pursuant to the Shareholder Model, share income (dividend income or capital gain from sale of
shares) of individual shareholders is liable to 28 percent tax on total share income in excess of an
estimated capital yield. The estimated capital yield shall be computed for each individual
shareholder on the basis of the cost price of each of the shares (including accumulated RISKamounts) multiplied by a risk-free interest. The protection interest rate shall be based on the
effective rate of interest on government bonds of five year’s maturity.
11.3.2 Foreign resident shareholders
In general
This section summarises Norwegian rules of taxation relevant to shareholders who are not
regarded as residents of Norway for tax purposes (“foreign shareholders”). Foreign shareholders’
tax liabilities in their home country or other countries will depend on tax rules applicable in the
relevant country.
Corporate shareholders - taxation of dividends
According to the Exemption Method, foreign corporate shareholders resident within the EEA
area are not subject to Norwegian dividend withholding tax. Corporate shareholders tax resident
outside of the EEA area are subject to dividend withholding tax pursuant to Norwegian domestic
legislation and applicable tax treaties.
Individual shareholders – taxation of dividends
According to Norwegian domestic legislation dividends paid to foreign individual shareholders
are subject to a maximum withholding tax of 25 percent, or a lower rate pursuant to the
provisions of an applicable income tax treaty. Norway has entered into income tax treaties with
over 80 countries, with withholding taxes reduced to 15percent in most tax treaties.
Dividend distributions to individual recipients within the EEA area may be without deductions
for withholding tax.
In accordance with the present administrative system in Norway, a distributing company will
generally deduct withholding tax at the applicable reduced rate when dividends are paid directly
to an eligible foreign shareholder, based on information registered with the VPS as to the tax
residence of the foreign shareholder. Dividends paid to foreign shareholders in respect of
nominee registered shares are not eligible for reduced treaty-rate withholding at the time of
payment unless the nominee, by agreeing to provide certain information regarding beneficial
owners, has obtained approval for reduced treaty-rate withholding from the Central Office Foreign Tax Affairs (Sentralskattekontoret for utenlandssaker), or formerly the Directorate of
Taxes.
Foreign shareholders should consult their own advisers regarding the availability of treaty
benefits in respect of dividend payments, including the ability to effectively claim refunds of
over-withheld amounts.
Taxation on realisation of shares
Gains from sale or other disposition of shares by a foreign corporate shareholder will according
to Norwegian domestic legislation not be subject to taxation in Norway.
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A foreign individual shareholder who has been a resident of Norway for tax purposes within the
five calendar years proceeding the year of the sale or disposition is subject to Norwegian capital
gain taxation. However, such taxation may be limited pursuant to applicable tax treaty.

11.4 Duties on the Transfer of shares
No stamp or similar duties are currently imposed in Norway on transfer of shares, whether on
acquisition or disposal.

11.5 Inheritance tax
When shares are transferred either through inheritance or as a gift, such transfer may give rise to
inheritance or gift tax in Norway if the decedent, at the time of death, or the donor, at the time of
the gift, is a resident or citizen of Norway. However, in the case of inheritance tax, if the
decedent was a citizen but not a resident of Norway, Norwegian inheritance tax will not be levied
if inheritance tax or a similar tax is levied by the decedent’s country of residence. Irrespective of
residence or citizenship, Norwegian inheritance tax may be levied if the shares are held in
connection with the conduct of a trade or business in Norway.
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12 LEGAL ISSUES
12.1 Litigation
12.1.1 Warranty Case
Volvo Truck Corporation AB (Volvo) presented in October 2003 a recall claim against
Kongsberg Automotive related to deliveries by Kongsberg Automotive in 2002 and 2003. As the
parties did not reach an amicable settlement, Volvo filed in June 2004 for the court of arbitration
where proceedings started 9 May 2005 and finished 23 May 2005. A final ruling is expected this
summer. Volvo has claimed approx SEK 80 million including interest in expenses, replacement
costs and third party liabilities etc. Kongsberg Automotive disputes both the figures and the basis
for the claim and has presented a counterclaim of approx NOK 14 million.
Kongsberg Automotive has recall insurance with If for NOK 75 million per occurrence and in
the annual aggregate, with own risk at NOK 1 million per occurrence. The Company has also a
general third party liability and product liability insurance with If for NOK 200 million per
occurrence and in the annual aggregate, limited to NOK 100 million for third party liability, with
own risk at NOK 200,000 per occurrence. The amount of insurance coverage is at the moment
not clear as it depend on the outcome of the Volvo case.
Kongsberg Automotive and If act in concert in the Volvo case, with If paying 75 percent of the
Company’s expenses to legal counsel. The two Swedish law firms representing them have stated
that they consider Kongsberg Automotive’s case to be strong on merits.
Provisions of NOK 9 million were allocated in the Kongsberg Automotive 2004 accounts;
otherwise no provisions have been made in the Company’s accounts. The dispute has in the
Company’s opinion not had negative impact on the business relationship with Volvo.
12.1.2 Patent Infringement Case
Kongsberg Automotive is the owner of patents to a device for heating a component in a vehicle
environment using a heating wire, consisting of a number of strands each covered with an
electrically insulated lacquer layer. IGB has manufactured, used and sold car components, (heated
steering wheels as well as seat heaters) consisting of a heating element comprising a heat wire
which again comprises a number of strands, individually electrically insulated with a lacquer layer.
Kongsberg Automotive has claimed that IGB’s manufacturing, use and sale of the technology
described above infringe Kongsberg Automotive’s patents and has initiated an infringement law
suit under German law with legal venue in Germany. The court case was scheduled to February
2005 but was suspended awaiting decisions from the German patent authorities and the
European Patent Office (EPO) on the validity of a European patent and a German utility model.
The court hearing is predicted to be resumed during the third quarter of 2005 if the validity of
the utility model is confirmed in a hearing before the German Patent & Trademark office.
Otherwise the court will await the decision from the EPO, which is predicted to take another 2-3
years.
IGB has not disputed infringement but pleaded on invalidity of the patent and utility model in
suit. Should IGB be successful that means that all of Kongsberg Automotive’s patent rights in
Germany for the SMART Wire™ technology (see Section 6.1.1 of the Prospectus) is invalidated.
Kongsberg Automotive also holds national patents and applications for several national patents
on this technology, for example in the important American and Japanese markets. These
patents/patent applications are variations and might therefore be valid even if IGB is successful
in the German court case. An invalidated European patent will therefore not in itself mean that
the technology will be accessible worldwide for Kongsberg Automotive’s competitors, though
patent protection in Europe will be limited8.

8

The Swedish national patent and the German utility model are independent of the European patent and are not automatically
invalidated.
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12.2 Contract structure
Kongsberg Automotive’s customer and supplier contracts vary in structure. Compared to some
other industries, the written contract material may be fragmented and incomplete as the formal
agreement sometimes only consists in the supplier’s offer document while further conditions are
orally agreed between the parties. This structure accords with automotive industry standards,
where the relationship between the supplier and the customer is likely to undergo changes and
developments from the time of the initial offer by the supplier to the last products in a product
line are delivered to the customer. Changes in delivery schedules, claims for renegotiations or
differences between the parties are typically solved by informal discussions and not by reference
to contract provisions. The more detailed relationship is based on the customers’ or the suppliers’
general contract conditions and/or applicable contract law. Accordingly, even if the parties’ legal
position under customer and supplier contracts may not always be clear, lawsuits based on
contractual disputes have historically scarcely occurred.
The customer contracts often include “change of control” clauses. Such clauses are not expected
to cause difficulties in connection with the listing of Kongsberg Automotive or the sale of the
majority of the Shares in the Company.
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13 RISK FACTORS
Readers of this Prospectus should carefully consider all of the information contained herein, and in particular the
following factors, which may affect the Company’s activities, and which may make an investment in the Shares one
of risk. This list is not exhaustive, and factors not discussed may also have an impact on the valuation or the risks
associated with an investment in the Shares. The actual results of the Company could differ from those anticipated
in the forward looking statements as a result of many factors, including the risks described below and elsewhere in
this Prospectus.
Forward-looking statements and future developments
This Prospectus contains forward-looking statements and information relating to the Company
and its business and industry. All statements other than statements of historical and present facts
included in this Prospectus are forward-looking statements where words such as believe, intend,
expect, anticipate, project, estimate, predict and similar expressions are intended to identify
forward-looking statements. The statements are based on the Company's assumptions and beliefs
in light of the information currently known to the Board of Directors.
These assumptions involve risks and uncertainties which may cause actual results, performance
or achievements to be materially different from actual results or achievements expressed or
implied by such forward-looking statements.

13.1 Financial Risks
13.1.1 Foreign exchange rate exposure
Given that Kongsberg Automotive operates in a number of countries, the Company is exposed
and susceptible to exchange rate fluctuations in different currencies, principally EUR, SEK,
NOK, GBP, KRW and USD. As the Company reports its financial results in NOK, changes in
the relative strength of NOK to the currencies in which the Company conduct business can
adversely affect the Company’s financial results.
13.1.2 Volatility in prices of input factors
The Company’s financial condition is dependent on prices of input factors, i.e. raw materials and
different semi-finished components with a varying degree of processing, used in the production
of the various automotive parts (the figures below refer to 2005):
•

Steel accounts for around 15-16 percent of the Company’s cost of goods sold, including rod
and sheet metal, caste iron and machined steel components.

•

Polymer components of rubber, foam, plastic components and plastic raw materials accounts
for around 22-23 percent of the Company’s cost of goods sold.

•

Brass (60 percent copper and 40 percent Zinc) accounts for approximately 12 percent of the
Company’s cost of goods sold.

As a result of the raw material exposure, a change in the prices of these raw materials will have an
effect on the Company. The steel, copper and polymer prices have in 2004 reached a historically
high level. Being subject to large fluctuations in response to relatively minor changes in supply
and demand and a variety of additional factors beyond the control of the Company, including
government regulation, capacity, and general economic conditions.
The main part of the Company’s steel and brass based products is sold to truck manufacturers.
Business practice in the truck industry allows the Company to some extent pass increases in steel
and brass prices over to its customers. However, there is a time lag of three to six months before
the Company can adjust the price of its products to reflect fluctuations in steel and brass prices,
and a sudden change in market conditions could therefore impact the Company’s financial
position, revenues, profits and cash flow. Nevertheless, the Company also endeavours to use
other hedging measures to secure the price paid for copper, and the Company has currently
hedged its copper price exposure throughout the year 2005.
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For products with high polymer content, which are mainly sold to passenger car manufacturers,
the Company does not have the same opportunity to pass increases in polymer prices over to its
customers. Thus, a sudden change in polymer prices or special polymer market conditions could
impact the Company’s financial position, revenues, profits and cash flow. Still, the consequences
of changes in the polymer raw material prices are limited due to relatively low material cost
content in these purchase components.
Cost of Energy
Energy consumption at the Kongsberg Automotive facilities is mainly based on electric power
which accounts for approximately 1.1 percent of cost of goods sold.
The main consumption is in Scandinavia. Between 50 and 60 percent of the estimated
consumption for the years 2006 to 2008 is currently secured with forward contracts at a cost level
of 0.23 to 0.25 NOK/kWh.

13.2 Business Operation Risks
13.2.1 Project and investment risks and uncertainties
The Company is usually contracted as a supplier with a long-term commitment. Purchase orders
are achieved on a competitive bidding basis for either a specific time-period or indefinite time.
Even if present commitments are cost reimbursable they can be adversely affected by many
factors and short term variances including shortages of materials and equipment, political risk,
customer default, labour conflicts, accidents, environmental pollution, the prices of raw materials,
unforeseen problems, changes in circumstances that may lead to cancellations and other factors
beyond the control of the Company. The failure to complete a project on schedule or to its
planned specifications may result in, among other things, reduced project efficiency, increased
project costs, liabilities and/or lower returns. In addition, some of the Company's customer
contracts may be suspended or terminated by the customer at any time upon the giving of notice.
Customer contracts also permit the customer to vary the scope of work under the contract. As a
result, the Company may be required to renegotiate the terms or scope of such contracts at any
time, which may result in the imposition of terms less favourable than the previous terms.
13.2.2 Competition
The Company has significant competitors in each of its business areas and across the
geographical markets in which the Company operates. The Company believes that competition in
the business areas in which Kongsberg Automotive operates is most likely to continue in the
future. The Company's future business prospects are to a large degree dependent on its ability to
meet changing customer preferences, to anticipate and respond to technological changes and to
develop effective and competitive relationships with its customers.
13.2.3 Uncertainty of future contract awards
The Company's future performance depends, among other matters, on whether and when it will
receive new contract awards. Contract awards can be affected by events outside the control of
the Company, such as fluctuations in commodity prices and general economic conditions
affecting the Company's customers. Because the timing of project awards, as well as the timing of
project execution, is often uncertain, effective utilisation of the work force, such as the ability to
re-deploy employees, is a critical factor in achieving satisfactory profit margins. The Company
expects that workforce management challenges will continue to be an important factor in
achieving satisfactory profitability within its business areas. Difficulties in workforce management
and loss of expected contract awards may adversely affect the Company’s operations and
financial condition.
13.2.4 Uninsured losses
The Company maintains a number of separate insurance policies to protect its core businesses
against loss and/or liability to third parties. Risks insured against generally include general
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liability, business interruption, workers’ compensation and employee liability, professional
indemnity and material damage. There are, however, certain types of losses that generally are not
insured because they are either uninsurable or not economically insurable, such as losses
occasioned by war, terrorism, dishonesty, gross negligence, criminal acts and possibly
consequential damages or losses related to recalls. The results of operations, business and the
financial condition of the Company could be materially adversely affected in the event of an
uninsured loss, a loss that exceeds insured limits, or a succession of such losses.
13.2.5 Operational accidents and hazards
The Company's operations are subject to the usual hazards inherent in industrial production,
such as the risk of equipment failure, work accidents, fire or explosion. These hazards can cause
personal injury and loss of life, business interruptions, property and equipment damage, pollution
and environmental damage. The Company may be subject to claims as a result of these hazards,
and may also be subject to claims resulting from the subsequent products it has delivered. The
Company's policy of covering these risks through contractual limitations of liability and
indemnities and through insurance may not always be effective. Failure to effectively cover the
Company against industry risks for any of these reasons could expose the Company to substantial
costs and potentially lead to material losses. Additionally, the occurrence of any of these risks
could hurt the Company’s reputation.

13.3 Legal risks
13.3.1 Contractual relationships
As a player in an international market with large multinational corporations, the Company will
often have to accept standard terms and conditions used by their customers, raw material
suppliers or influential suppliers of components. To some extent such standard terms and
conditions will appear to be to the disadvantage of the Company. The strict terms and conditions
in the customer contracts could potentially expose the Company to costs and lead to losses. The
Company may further experience that there is a substantial discrepancy between the warranties
made by the Company to their customers, and the warranties made by component or raw
material suppliers in favour of the Company. Inability to effectively being able to place liability
with the supplier could potentially expose the Company to costs and lead to losses.
13.3.2 Regulatory and environmental matters
The Company's operations are subject to numerous national and supra-national, environmental,
health and safety laws, regulations, treaties and conventions (together ‘‘Regulations’’), including,
among other things, those controlling the discharge of materials into the environment, requiring
removal and cleanup of environmental contamination, establishing certification, licensing, health
and safety, taxes, labour and training standards, or otherwise relating to the protection of human
health and the environment. The amendment or modification of existing Regulations or the
adoption of new Regulations curtailing or further regulating the Company's business could have a
material adverse effect on the Company’s operating results or financial condition. The Company
cannot predict the extent to which future earnings may be affected by compliance with such new
Regulations.
In addition, the Company may be subject to fines and penalties if it does not comply with such
Regulations, many of them relating to the discharge of chemicals or hazardous substances and
the protection of the environment. Pursuant to these Regulations, the Company could be held
liable for remediation of some types of pollution, including the release of chemicals, hazardous
substances and debris from production and industrial facilities. Environmental remediation costs
could be significant and cause the Company to incur substantial losses.
Furthermore, some environmental laws provide for joint and several strict liabilities for
remediation of releases of hazardous substances, which could result in liability for environmental
damage without regard to the Company’s negligence or fault. Such laws and regulations could
expose the Company to liability arising out of the conduct of operations or conditions caused by
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others, or for the Company's acts which were in compliance with all applicable laws at the time
the acts were performed. Additionally, the Company may be subject to claims alleging personal
injury or property damage as a result of alleged exposure to hazardous substances. Changes in
environmental laws and regulations, or claims for damages to persons, property, natural resources
or the environment, could result in substantial costs and liabilities to the Company.
13.3.3 Disputes
The Company will from time to time be involved in disputes in the ordinary course of its
business activities. Such disputes may disrupt business operations and adversely affect the results
of operations and financial condition. Please see Section 12.1 (“Litigation”) for a description of
current material disputes in which the Company is involved

13.4 Labour risks
13.4.1 Reductions in workforce may be difficult or costly
The Company may need to make employee reductions within its existing businesses in response
to business downturns or other factors. The ability of the Company to reduce its workforce can
be affected by applicable laws affecting employee terminations and agreements of companies in
the Company with labour unions and governmental authorities. These legal and contractual
requirements may make employee reductions difficult and/or costly to implement.
13.4.2 Group Management and key personnel
The Company depends, and will continue to depend in the foreseeable future, on the services of
its Group Management and key employees who have extensive experience within the different
business areas. The ability for the Company to retain its Group Management and key employees
is important to its continued success and growth. The loss of key personnel could have a material
adverse effect on the Company.
13.4.3 Labour disputes and adverse employee relations
The Company is subject to the risk of labour disputes and adverse employee relations, and such
disputes and adverse relations may disrupt business operations and adversely affect the results of
operations and financial condition.

13.5 Risks related to the Share Offer
13.5.1 Ability to complete the Share Offer
Completion of the Share Offer on the terms set forth in this Prospectus is expressly conditional
upon the Board of Directors of Oslo Børs by 23 June 2005 has approved the Company’s
application for listing of the Shares on Oslo Børs on terms acceptable to the Company. The
Company is confident that the application will be approved. There can, however, be no assurance
that the Board of Directors of Oslo Børs will give such approval.
In addition, completion of the Share Offer is expressly conditional upon the Selling Shareholder
having approved the Offer Price achieved and the allocation of Offer Shares to eligible investors
following the Offer Period.
13.5.2 Control by major shareholder
After completion of the Share Offer, the FSN Consortium expects to own between
approximately 35.1 and 40.0 percent of the Shares through Bilco AS (minimum level assuming
full completion of the Share Offer including full exercise of the Greenshoe Option, maximum
level assuming full completion of the Secondary Sale, but without any exercise of the Greenshoe
Option). As a result of this, FSN Capital will have negative control in the Company, with the
ability to significantly influence the outcome of matters submitted for the vote of shareholders,
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including the election of members of the Board of Directors. The commercial goals of FSN
Capital as a shareholder, and those of the Company, may not always remain aligned.
If the FSN Consortium were to sell a large number of Shares after the expiration of the Lock-up
period as described in Section 10.4 (“Lock-up”), or there is a perception in the market that such
sales could occur, the trading price of the Shares could decline. Such sales could also make it
more difficult for the Company to offer equity securities in the future at a time and at a price that
are deemed appropriate.
The FSN Consortium’s maximum level of ownership indicated above may potentially, closely
calculated, exceed the 40 percent threshold set out in section 4-1 of the Securities Trading Act. In
such case, the exemption from the mandatory offer requirement described in Section 15.9
(“Mandatory offer requirement”) will be applicable.
13.5.3 Volatile share price
There is currently no public market for the Shares. The trading price of the Shares may fluctuate
significantly in response to quarterly variations in operating results, adverse business
developments, interest rate changes, changes in financial estimates by securities analysts, matters
announced in respect of major customers or competitors or changes to the regulatory
environment in which the Company operates. The final price for the Shares will be determined
based on a number of operational, financial and market factors described in this document.
Investors may not be able to resell Shares at or above the Offer Price, and there can be no
assurance that an orderly trading market will develop.
13.5.4 U.S. shareholders
Because U.S. investors may be unable to participate in future offerings, their percentage
shareholding may be diluted. Unless otherwise resolved by the general meeting, shareholders in
Norwegian public companies such as the Company have pre-emptive rights proportionate to the
aggregate amount of the Shares they hold with respect to new shares issued by the Company. For
reasons relating to U.S. securities laws or other factors, U.S. investors may not be able to
participate in a new issuance of Shares or other securities and may face dilution as a result.
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14 OFFER AND TRANSFER RESTRICTIONS
14.1 Offer restrictions
14.1.1 General Offer restrictions
No action has been or will be taken in any jurisdiction other than in Norway, where action for
that purpose is required, which would permit the distribution of this Prospectus or the
possession, circulation or distribution of this Prospectus or any material relating to the Offer
Shares offered hereby. Accordingly, the Offer Shares may not be offered or sold, directly or
indirectly, and neither this Prospectus nor any other material or advertisements in connection
with the Offer Shares may be distributed or published, in or from any country or jurisdiction,
except under circumstances that will result in compliance with any applicable rules and
regulations of any such country or jurisdiction.
Investors should consult their professional advisors as to whether they require any governmental
or other consent or need to observe any formalities to enable them to purchase the Offer Shares.
14.1.2 For Investors in the United States
The Offer Shares have not been and will not be registered under the Securities Act or under the
securities laws of any state of the United States and, accordingly, the Offer Shares may be offered
and sold in the United States only pursuant to an exemption from, or in a transaction not subject
to, the registration requirements of the Securities Act. The Offer Shares will be offered and sold
in the United States only to a limited number of persons reasonably believed to be QIBs by way
of private placement in offerings exempt from registration under the Securities Act. Any person
reasonably believed to be a QIB to whom Offer Shares are offered and sold will be required to
execute and deliver an Investor Representation Letter.
Any person in the United States who obtains a copy of this Prospectus and who is not a QIB is
requested to disregard the contents of this Prospectus.
In addition, an offer or sale of Offer Shares within the United States by any dealer (whether or
not participating in the Offer) may violate the registration requirements of the Securities Act.

14.2 Transfer restrictions
14.2.1 General Transfer Restrictions
No action has been or will be taken in any jurisdiction other than in Norway, where action for
that purpose is required, which would permit the distribution of this Prospectus or the
possession, circulation or distribution of this Prospectus or any material relating to the Offer
Shares offered hereby. Accordingly, the Offer Shares may not be offered or sold, directly or
indirectly, and neither this Prospectus nor any other offering material or advertisements in
connection with the Offer Shares may be distributed or published, in or from any country or
jurisdiction except under circumstances that will result in compliance with any applicable rules
and regulations of any such country or jurisdiction.
14.2.2 Purchasers in the United States
The offering of the Offer Shares in the United States to a limited number of persons reasonably
believed to be QIBs is being made in reliance on an exemption from the registration
requirements of the Securities Act. Any Offer Shares offered hereby in the United States to
persons reasonably believed to be QIBs have not been and will not be registered under the
Securities Act or with any securities regulatory authority of any state or other jurisdiction and,
accordingly, may not be offered, sold, pledged, or otherwise transferred or delivered except
pursuant to an exemption from registration under the Securities Act or pursuant to an effective
registration statement under the Securities Act.
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Each purchaser of Offer Shares in the United States will be required to execute and deliver to us
or our designee an Investor Representation Letter in the form delivered simultaneously with this
Prospectus, setting forth certain restrictions and procedures regarding the Offer Shares.
14.2.3 Purchasers Outside the United States
Each purchaser of Offer Shares offered and sold in reliance on Regulation S will be deemed to
have represented and agreed as follows (terms used in this paragraph that are defined in
Regulation S are used herein as defined therein):
(a) the purchaser (i) is, and the person, if any, for whose account it is acquiring such Offer
Shares is, outside the United States and is not a U.S. person, or (ii) is acquiring the
Offer Shares in an offshore transaction meeting the requirements of Regulation S;
(b) the purchaser is aware that the Offer Shares have not been and will not be registered
under the Securities Act and are being distributed and offered outside the United States
in reliance on Regulation S; and
(c) the purchaser acknowledges that the Selling Shareholder, Kongsberg Automotive, the
Managers, their affiliates and others will rely upon the truth and accuracy of the
foregoing representations and agreements.
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15 THE NORWEGIAN SECURITIES MARKET
15.1 Introduction
Oslo Børs was established in 1819 and is the principal market in which shares, bonds and other
financial instruments are traded in Norway. Oslo Børs is incorporated as a public limited
company. As of 31 December 2004, the total capitalisation of companies listed on Oslo Børs
amounted to approximately NOK 1,119 billion.
Oslo Børs is a member of the NOREX Alliance, whose other members are OMX Exchanges
(Copenhagen Stock Exchange, Stockholm Stock Exchange, Helsinki Stock Exchange, Riga Stock
Exchange, Tallinn Stock Exchange, Vilnius Stock Exchange) and Iceland Stock Exchange.

15.2 Trading and settlement
Trading on the NOREX exchanges is carried out in the electronic trading system, SAXESS. OM
Technology, a part of OM AB has developed SAXESS. This trading system is in use by all
members of the NOREX Alliance, and allows brokers to operate on all such exchanges of which
they are members through a single trading system. For the time being clearing of all trades,
however, takes place through different systems for trades effected on the different exchanges.
Official trading takes place between 10:00 a.m. and 4 p.m. each trading day. Orders may be
placed in the system beginning at 9:15 a.m. The settlement period for trading on Oslo Børs is
three days (T+3).
Investment services may only be provided by Norwegian brokerage houses holding a license
under the Securities Trading Act, branches of brokerage houses from an EEA-state holding a
license in their home jurisdiction, or brokerage houses from outside the EEA which have been
licensed to operate in Norway. EEA-state brokerage houses holding a license in their home
jurisdiction, may also conduct cross-border investment services in Norway. It is possible for
brokerage houses to undertake market-making activities in listed Norwegian shares if they have a
license to do so under the Securities Trading Act or, in the case of EEA-state brokerage houses, a
license to carry out market-making activities in their home jurisdiction. Such market-making
activities will be governed by the regulations of the Securities Trading Act covering a broker’s
trading on his or her own account. Such market-making activity, however, does not as such
require notification of the Financial Supervisory Authority (Kredittilsynet) or Oslo Børs except
for the general obligation by brokerage houses that are members of Oslo Børs to report all trades
in stock exchange listed securities.

15.3 Information, surveillance and control
Under Norwegian law, Oslo Børs is required to perform a number of surveillance and control
functions. The Surveillance and Corporate Control unit monitors all market activity on a
continuous basis and is responsible for the dissemination of information from listed companies
to the market. Market surveillance systems are largely automated, promptly warning department
personnel of abnormal market developments.
Oslo Børs controls the issuance of listed securities and securities where an application for listing
has been made in both the equity and bond markets in Norway. Oslo Børs evaluates whether the
issuance documentation contains the required information and whether it would otherwise be
illegal to carry out the issuance.
Each listed company must deliver to Oslo Børs copies of all reports and communications sent to
its shareholders. Each company must also release promptly to Oslo Børs any other information
that may have a not insignificant effect on the current pricing of the shares of the company. Oslo
Børs may levy fines on companies that violate such requirements.
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15.4 The VPS and transfer of shares
The VPS is Norway’s electronically centralised securities registry. It is a computerised bookkeeping system in which the ownership of Norwegian listed shares must be recorded. The
Company's shareholder’s register is operated through the VPS.
All deliveries relating to securities registered with the VPS are made through computerised book
entries. The VPS confirms each entry by sending a transcript to the registered shareholder
irrespective of any beneficial ownership. To effect such entries, the individual shareholder must
establish a share account with a Norwegian account agent. Inter alia Norwegian banks, the
Central Bank of Norway, authorised securities brokers in Norway, bond issuing credit
institutions, securities fund managers and Norwegian branches of credit institutions established
within the EEA are allowed to act as account agents.
The delivery in the VPS is prima facie evidence in determining the legal rights of parties as
against the issuing company or a third party claiming an interest in the given security. The VPS is
strictly liable for any loss resulting from an error in connection with registering, altering or
canceling a right, except in the event of contributory negligence, in which event compensation
owed by the VPS may be reduced or withdrawn.
A transferee or assignee of shares may not exercise the rights of a shareholder with respect to
shares unless such transferee or assignee has registered such shareholding or has reported and
shown evidence of such share acquisition, and the acquisition of shares is not prevented by law,
the Articles of Association or otherwise.

15.5 Shareholder’s register and nominee registration
Under Norwegian law shares are registered in the name of the owner of shares. Shares may
however be registered in the VPS by a nominee (bank or other nominee) approved by the
Norwegian Ministry of Finance, as the nominee of foreign shareholders. An approved and
registered nominee has a duty to provide information on demand about beneficial shareholders
to the company and to the Norwegian authorities. In the case of registration by nominees,
registration with the VPS must show that the registered owner is a nominee. A registered
nominee has the right to receive dividends and other distributions, but cannot vote at general
meetings on behalf of the beneficial owners. Beneficial owners must register with the VPS or
provide other sufficient proof of their acquisition of the shares in order to vote at general
meetings.

15.6 Foreign investment in Norwegian shares
Foreign investors may trade shares listed on Oslo Børs through any broker which is a member of
Oslo Børs, whether Norwegian or foreign.

15.7 Disclosure obligations
A person, entity or group acting in concert that acquires or disposes of shares, options for shares
or other rights to shares resulting in its beneficial ownership, directly or indirectly, in the
aggregate meeting, exceeding or falling below the respective thresholds of 1/20, 1/10, 1/5, 1/3,
1/2, 2/3 or 9/10 of the share capital or the voting rights in a listed company has an obligation
under Norwegian law to notify Oslo Børs immediately.

15.8 Insider trading
According to Norwegian law subscription for, purchase, sale or exchange of shares which are
listed, or incitement to such dispositions, must not be undertaken by anyone who has inside
information about the shares, the issuers thereof or about other factors and which is not publicly
available or commonly known in the market. The same applies to entry into, purchase, sale or
exchange of option or futures/forward contracts or equivalent rights connected with such shares
or incitement to such dispositions.
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15.9 Mandatory offer requirement
Norwegian law requires any person, entity or group acting in concert that acquires more than 40
percent of the voting rights of a Norwegian company listed on Oslo Børs to make an
unconditional general offer for the purchase of the remaining shares in the company. The offer is
subject to approval by Oslo Børs before submission of the offer to the shareholders. The offer
price per share must be at least as high as the highest price paid or agreed by the offeror in the
six-month period prior to the date the 40 percent threshold was exceeded, but equal to the
market price if it is evident that the market price was higher when the 40 percent threshold was
exceeded. In the event that the acquirer thereafter, but prior to the expiration of the bid period
acquires, or agrees to acquire, additional shares at a higher price, the acquirer is obligated to
restate its bit at that higher price. A mandatory offer must be in cash or contain a cash alternative
at least equivalent to any other consideration offered. A shareholder who fails to make the
required offer must within four weeks dispose of sufficient shares so that the obligation ceases to
apply. Otherwise, Oslo Børs may cause the shares exceeding the 40 percent limit to be sold by
public auction. A shareholder who fails to make such bid cannot, as long as the mandatory bid
requirement remains in force, vote his shares or exercise any rights of share ownership unless a
majority of the remaining shareholders approve. The shareholder can, however, exercise the right
to dividend and pre-emption rights in the event of a share capital increase. Oslo Børs may
impose a daily fine upon a shareholder who fails to make the required offer.
A shareholder or consolidated group which own shares representing more than 40 percent of the
votes in a listed company, and which has not made an offer for the purchase of the remaining
shares in the company in accordance with the provisions concerning mandatory offers, is as a
main rule obliged to make a mandatory offer in the case of each subsequent acquisition.
However, there are exceptions from this rule, including for a shareholder or a consolidated group
which, upon admission of the company to listing on a stock exchange, owns more than 40
percent of the shares in the company.

15.10 Compulsory acquisition
If a shareholder, directly or via subsidiaries, acquires Shares representing more than 90 percent of
the total number of issued Shares as well as more than 90 percent of the total voting rights
attached to such Shares, then such majority shareholder would have the right (and each
remaining minority shareholder of the Company would have the right to require the majority
shareholder) to effect a compulsory acquisition for cash of any Shares not already owned by such
majority shareholder. Such compulsory acquisition would imply that the majority shareholder has
become the owner of the acquired Shares with immediate effect. Upon effecting the compulsory
acquisition the majority shareholder would have to offer the minority shareholders a specific
price per Share, the determination of which price would be at the discretion of the majority
shareholder. Should any minority shareholder not accept the offered price, such minority
shareholder may, within a specified deadline not to exceed two months duration, request that the
price be set by the Norwegian courts. The cost of such procedure would, as a general rule, be for
the account of the majority shareholder, and the courts would have full discretion in respect of
the valuation of the Shares as per the effectuation of the compulsory acquisition. Absent such
request or other objection to the price being offered, the minority shareholders would be deemed
to have accepted the offered price after the expiry of the two months deadline.

15.11 Voting rights
Each share in the Company carries one vote. As a general rule, resolutions that shareholders are
entitled to make pursuant to Norwegian law or the Company's Articles of Association require a
simple majority of the votes cast. In the case of election of directors to the Board of Directors,
the persons who obtain the most votes cast are deemed elected to fill the positions up for
election. However, as required under Norwegian law, certain decisions, including resolutions to
waive preferential rights in connection with any share issue, to approve a merger or de-merger, to
amend the Company's Articles of Association or to authorise an increase or reduction in the
share capital, must receive the approval of at least two-thirds of the aggregate number of votes
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cast as well as at least two-thirds of the share capital represented at a shareholders' meeting.
Norwegian law further requires that certain decisions which have the effect of substantially
altering the rights and preferences of any shares or class of shares require the approval of the
holders of such shares or class of shares as well as the majority required for amendments to the
Company's Articles of Association. Decisions that (i) would reduce any shareholder's right in
respect of dividend payments or other rights to the assets of the Company or (ii) restrict the
transferability of the shares require a majority vote of at lest 90 percent of the share capital
represented at the general meeting in question as well as the majority required for amendments to
the Company's Articles of Association. Certain types of changes in the rights of shareholders
require the consent of all shareholders affected thereby as well as the majority required for
amendments to the Company's Articles of Association.
In general, in order to be entitled to vote, a shareholder must be registered as the beneficial
owner of Shares in the shareholder’s register kept by the VPS. Beneficial owners of Shares that
are registered in the name of a nominee is not entitled to vote under Norwegian law, unless
proving ownership. Persons designated in the register as holding such Shares as nominees is not
vested with voting rights.

15.12 Restriction on ownership of shares
The Articles of Association of the Company contain no provisions restricting foreign ownership
of shares. There are no limitations under Norwegian law on the rights of non-residents or foreign
owners to hold or vote the shares.

15.13 Additional issuances and preferential rights
All issuances of Shares by the Company, including bonus issues, require an amendment to the
Articles of Association, which requires the same vote as other amendments to the Articles of
Association. Furthermore, under Norwegian law, the Company's shareholders have a preferential
right to subscribe for issues of new Shares by the Company. The preferential rights to subscribe
in an issue may be waived by a resolution in a general meeting by the same vote required to
approve amendments to the Articles of Association. A waiver of the shareholders' preferential
rights in respect of bonus issues requires the approval of all outstanding shares, irrespective of
class. Under Norwegian law, bonus issues may be distributed, subject to shareholder approval, by
transfer from the Company's free equity or from its share premium reserve. Such bonus issues
may be effected either by issuing shares or by increasing the par value of the shares outstanding.

15.14 Dividends
Under Norwegian law, no interim dividends may be paid in respect of a financial period as to
which audited financial statements have not been approved by the annual general meeting of
shareholders, and any proposal to pay a dividend must be recommended or accepted by the
directors and approved by the shareholders at a general meeting. The shareholders at an annual
meeting may vote to reduce (but not to increase) the dividends proposed by the directors.
Dividends in cash or in kind are payable only out of (i) the annual profit according to the adopted
income statement for the last financial year, (ii) retained profit from previous years, and (iii)
distributable reserves after deduction of (a) any uncovered loss, (b) the book value of research
and development, (c) goodwill, (d) net deferred tax assets recorded in the balance sheet for the
last financial year, (e) the aggregate value of any treasury shares the Company has purchased or
been granted security over during the preceding financial years, (f) any credit or security given
pursuant to sections 8-7 to 8-9 of the Public Limited Companies Act and provided always that
such distribution is compatible with good and prudent business practice with due regard to any
losses which may have occurred after the last balance sheet date or which may be expected to
occur. The Company can not distribute any dividend if the equity, according to the balance sheet,
amounts to less then ten percent of the total balance sheet without following a creditor notice
procedure as required for reducing the share capital.
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Under Norwegian Foreign Exchange rules currently in effect, transfers of capital to and from
Norway are not subject to prior government approval except for the physical transfer for
payments in currency, which is restricted to licensed banks. Consequently, a non-Norwegian
resident may receive dividend payments without Norwegian exchange control consent if such
payments are made only through a licensed bank.
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16 NORWEGIAN SUMMARY
16.1 Beskrivelse av Selskapet
16.1.1 Bakgrunn
Kongsberg Automotive ble etablert i mars 1987 som selvstendig selskap i forbindelse med at
ledelsen kjøpte ut Selskapet fra Kongsberg Våpenfabrikk (”KV”). Kongsberg Automotive
videreførte virksomheten i KVs divisjon ”Bildeler” som startet med produksjon av bremser for
Volvo lastebiler i 1957. Olav Volldal ledet utkjøpet av Kongsberg Automotive i 1987, og har
siden den gang vært selskapets administrerende direktør. Selskapet har siden 1987 hatt flere ulike
eierstrukturer, blant annet en periode som børsnotert selskap fra 1995 til 1999.
Fra juli 2001 har selskapet vært eid delvis av et konsortium ledet av private equity selskapet FSN
Capital (”FSN Konsortiet”), og delvis av medlemmer i ledelsen. Aksjene har vært eid gjennom
holdingselskapet Bilco AS og Bilco AS’ heleide datterselskap Vikaberg Industri AS. I mai 2005
kjøpte norske institusjonelle investorer til sammen 17,57 prosent av aksjene i Kongsberg
Automotive fra Vikaberg Industri AS i et rettet annenhåndssalg. Den bakenforliggende selgeren i
det rettede annenhåndssalget var FSN Konsortiet.
Figuren nedenfor viser den nåværende eierstrukturen i Kongsberg Automotive; Bilco AS eier
6,59 prosent av aksjene, Vikaberg Industri AS eier 75,85 prosent av aksjene, mens de nye
aksjonærene fra det rettede annenhåndssalget eier 17,57 prosent av aksjene (bakenforliggende
eiere er markert med grå skravering):
FSN Konsortium og ledelse
100 %

Bilco AS
100 %

Nye aksjonærer fra
rettet annenhåndssalg

Vikaberg Industri AS
6,59 %

17,57 %

Kongsberg Automotive

75,85 %

Vikaberg Industri AS vil være Selgende Aksjonær i Aksjetilbudet.
16.1.2 Virksomhetsbeskrivelse
Kongsberg Automotive er et globalt teknologiselskap med hovedkontor i Norge. Kongsberg
Automotive tilvirker systemer, moduler og komponenter for personbiler og nyttekjøretøy.
Kongsberg Automotive er en ledende ”Tier 1” leverandør av setekomfortsystemer og
girskifteløsninger for personbiler, samt av clutchsystemer, manuelle girskift og koblinger for
nyttekjøretøyer. Kongsberg Automotive har ti produksjonsenheter på fire kontinenter, og
betjener gjennom dette en diversifisert og global kundebase. Totalt har Kongsberg Automotive
ca. 50 originalutstyrsprodusenter som kunder, inklusive BMW, DaimlerChrysler, Ford, General
Motors, Toyota, Porsche, Volvo Truck og Scania. Virksomheten i Kongsberg Automotive deles
inn tre forretningsområder; Setekomfort, Girskift og Nyttekjøretøysystemer:
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Kongsberg Automotive

Setekomfort

Girskift

Nyttekjøretøysystemer

(48% av 2004 PF omsetning)

(14% av 2004 PF omsetning)

(38% av 2004 PF omsetning)







 Automatisk girskifter
 Manuell girskifter

 Clutchsystemer
 Manuell girskifter
 Bremserørskoblinger

Setevarme
Seteventilasjon
Korsryggsstøtte
Hodestøtte
Armlene

Selskapets forretningsmodell er preget av langsiktighet og en viss forutsigbarhet. Selskapets
produkter tilpasses kundenes ulike bilmodeller. Produksjonen for en bestemt modell varer
normalt fra fire til syv år for personbiler og minimum åtte til ti år for lastebiler. Dermed har
Selskapet noen grad av forutsigbarhet for fremtidige inntekter.
I løpet av de siste to årene har Kongsberg Automotive gjennomført tre oppkjøp, som synliggjør
ledelsens evne til å identifisere, forhandle, gjennomføre og integrere oppkjøpskandidater:
•

I september 2003 kjøpte Kongsberg Automotive det britiske selskapet Ctex Seat Comfort
Holding Ltd. (”Ctex”), som er leverandør av avanserte luftbaserte setestøtte systemer for
personbiler.

•

I juni 2004 kjøpte Kongsberg Automotive Raufoss United AS (”Raufoss United”), som er
leverandør av bremserørskoblinger for middels tunge og tunge lastebiler.

•

I juni 2005, kjøpte Kongsberg Automotive det amerikanske selskapet Milan Seating Systems
(”Milan”), som er en ledende leverandør av hodestøtter og armlener.

Kongsberg Automotive vil som del av sin strategi fortsette å se etter formålstjenlige
oppkjøpsmuligheter.
16.1.3 Strategi
Selskapets strategi skal støtte opp under den langsiktige målsetningen om å maksimere
lønnsomhetspotensialet og kan forenklet sammenfattes i følgende tre hovedelementer:
•

Operere i attraktive markedssegmenter som vokser, samt å være, eller ha potensial til å bli,
markedsleder.

•

Tilby unike produkter basert på avansert teknologi.

•

Sørge for intern effektivitet for å sikre kvalitet og lave kostnader.

For å sikre gjennomføringen av strategien har Selskapet utviklet en foretakskultur kjennetegnet av
felles verdier, tenkemåter, lederstil mv.
Marked og markedsposisjon
Selskapet opererer i markedssegmenter som er i vekst, til tross for en flat utvikling i det totale
antall kjøretøy som selges. Bakgrunnen for veksten er økt penetrasjon av de produkter
Kongsberg Automotive leverer.
Innen forretningsområdet Setekomfort har Selskapet en ledende posisjon globalt for avanserte
hodestøtter og setestøttesystemer, og er nummer to på setevarme. De underliggende
markedsdriverne er bilførernes ønske om økt komfort, spesielt hva gjelder setevarme og
seteventilasjon, kombinert med økt fokus på sikkerhet og skjerpet lovgivning (sentrale drivere for
hodestøtter). Bilsetet representerer et viktig grensesnitt mellom føreren og bilen, og
bilfabrikantene bruker i økende grad setet for å differensiere seg fra sine konkurrenter.
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Innen forretningsområdet Girskift for personbiler i Europa er Selskapet nummer to på
automatiske girskiftere, og er ledende innen manuelle stagskiftere. Det er en klar trend i retning
av etterspørsel etter flere avanserte automatiske og automatiserte girskifteløsninger, noe som
skyldes forbedret drivstofføkonomi og fleksibilitet ved slike produkter sammenlignet med de
manuelle og tradisjonelle automatiske girskifteløsningene.
På forretningsområdet Nyttekjøretøyststemer har Selskapet en ledende posisjon globalt innen
clutchsystemer og en ledende posisjon i Europa innen manuelle girskiftere og
bremserørskoblinger. Globalt er det en økende etterspørsel etter tyngre lastebiler. Dette vil
medføre behov for kraftigere motorer med høyere dreimoment, noe som i sin tur vil øke
etterspørselen etter avanserte clutchsystemer og girskiftere produsert av Kongsberg Automotive.
Unike produkter
Forskning og utvikling av nye produkter og løsninger er en sentral del av Selskapets strategi.
Selskapets vekst og suksess er avhengig av selskapets evne til å tilby stadig forbedrede og
innovative løsninger til kundene. Alle Selskapets forsknings- og utviklingsaktiviteter
gjennomføres i egen regi, og Selskapet har i gjennomsnitt de siste fem årene brukt nær seks
prosent av omsetningen i brutto forskning og utvikling. Kongsberg Automotive har ca. 100
patentbeskyttede oppfinnelser.
Intern effektivitet
Siden 1999 har Selskapet flyttet virksomhet til, og etablert virksomhet fra grunnen av i,
lavkostland som Mexico, Brasil, Polen og Kina. På denne måten har Selskapet søkt å flytte
arbeidsintensive prosesser til lavkostland og øke innkjøpet fra disse. Dette gjennomføres for å
bedre egen kostnadsposisjon, samt å sørge for nærhet til kundene. Selskapet er av den oppfatning
at det har potensial for ytterligere forbedringer på disse punkter.

16.2 Finansiell informasjon
Tallene i nedenstående tabell er hentet fra pro forma tallene som inkluderer Ctex, Raufoss United
og Milan for hele perioden fra 2002 til 1. kvartal 2005.
Pro forma finansiell oversikt - Kongsberg Automotive Holding ASA
N GAAP
(1,000 N OK)
2002
2003

2004

2004

IFRS
1kv 2004

1kv 2005

Urevidert

Urevidert

Urevidert

Revidert

Urevidert

Revidert

Driftsinntekter

2 240 789

2 427 637

2 760 372

2 759 869

703 395

718 906

EBITDA
EBITDA margin

232 373
10.4 %

264 080
10.9 %

410 727
14.9 %

434 548
15.7 %

93 735
13.3 %

105 157
14.6 %

EBITA
EBITA margin

150 558
6.7 %

186 960
7.7 %

330 993
12.0 %

354 811
12.9 %

73 064
10.4 %

84 933
11.8 %

EBIT
EBIT margin

137 807
6.1 %

172 669
7.1 %

316 405
11.5 %

342 695
12.4 %

70 038
10.0 %

81 690
11.4 %

72 060
3.2 %

118 231
4.9 %

253 143
9.2 %

279 336
10.1 %

55 382
7.9 %

55 046
7.7 %

907 426
805 005
730 016
390 280
1 712 431

938 266
735 705
837 085
242 929
1 673 971

929 253
812 083
775 841
362 970
1 741 336

Resultat før skatt
Resultat før skatt margin
Sum anleggsmidler
Sum omløpsmidler
Netto rentebærende gjeld
Egenkapital
Sum gjeld og egenkapital
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16.3 Transaksjonsoversikt
I tabellen nedenfor vises en oversikt over de tekniske dataene og den antatte timeplanen i
forbindelse med Aksjetilbudet.
Aksjetilbudet:

Annenhåndssalget
Selgende Aksjonær
Det Institusjonelle Tilbudet

Retail-tilbudet
Greenshoe-opsjon:

Stabilisering:

Tilbakeleveringsavtale i
forbindelse med Stabilisering:
Indikativt Prisintervall:

Størrelse på Transaksjon:
Bestillingskriterier:

Bestillingsperiode:

Offentliggjøring av tildeling:
Tildeling

Offentlig tilbud bestående av et Annenhåndssalg av opp til 14 500 000 aksjer i
Kongsberg Automotive Holding ASA, samt en Greenshoe-opsjon på inntil
2 175 000 aksjer, alle aksjer med pålydende NOK 0,50.
Selgende Aksjonærs salg av opp til 14 500 000 aksjer i Kongsberg Automotive
Holding ASA.
Vikaberg Industri AS.
Den transje av Aksjetilbudet der Selgende Aksjonær tilbyr aksjer til institusjonelle
investorer og andre profesjonelle investorer, antatt å omfatte 85-95 prosent av
Aksjetilbudet.
Den transje av Aksjetilbudet der Selgende Aksjonær tilbyr aksjer til
offentligheten i Norge, antatt å omfatte 5-15 prosent av Aksjetilbudet.
I forbindelse med Aksjetilbudet har Selgende Aksjonær utstedt en Greenshoeopsjon til Carnegie ASA, som kan bli brukt i opptil 30 dager etter første
handelsdag på Oslo Børs. Greenshoe-opsjonen gir Carnegie ASA en rett til å
kjøpe inntil 2 175 000 ytterligere aksjer fra Selgende Aksjonær for å dekke inn
eventuell overtildeling, samt stabiliseringssalg, i forbindelse med Aksjetilbudet.
I forbindelse med Aksjetilbudet kan Carngeie ASA gjennomføre transaksjoner på
Oslo Børs for å stabilisere markedsprisen på Kongsberg Automotive aksjene.
Denne type tiltak kan bli iverksatt eller opphøre umiddelbart og uten varsling og
kan kun gjennomføres frem til og med den 30. dagen etter den første
handelsdagen på Oslo Børs.
En avtale mellom Carnegie ASA og Selgende Aksjonær som gir Carnegie ASA
rett og plikt til å tilbakelevere aksjer kjøpt gjennom Stabilisering, men begrenset
opp til det antall aksjer som omfattes av Greenshoe-opsjonen.
Tilbudsprisen forventes å bli mellom NOK 45 og NOK 49 per aksje, men kan
bli høyere eller lavere enn dette intervallet. Det Indikative Prisintervallet har blitt
fastsatt av Selgende Aksjonær i samarbeid med tilretteleggerne og Kongsberg
Automotive. Det Indikative Prisintervallet har blitt bestemt på basis av en
generell evaluering, som tar hensyn til blant annet selskapets historiske og
forventede inntjening og fremtidige markedsutsikter, en sammenligning av disse
faktorene med markedets verdsettelse av sammenlignbare selskaper, og den
forventede etterspørsel etter aksjer, samt prisen norske institusjonelle investorer
betalte i et rettet annenhåndssalg i mai 2005. Den endelige tilbudsprisen vil bli
fastsatt av Selgende Aksjonær i samråd med tilretteleggerne på eller omkring 23.
juni etter utløpet av Bestillingsperioden.
Opp til NOK 817 075 000 forutsatt at den endelige tilbudsprisen blir satt i den
øvre enden av det Indikative Prisintervallet, og forutsatt full utnyttelse av
Greenshoe-opsjonen.
Minste tillatte bestilling er 200 aksjer, mens største tillatte bestilling i Retailtilbudet er 50 000 aksjer. Dersom noen bestillinger blir foretatt gjennom Retailtilbudet for mer enn 50 000 aksjer, blir bestillingen satt til 50 000 aksjer.
Bestillinger av aksjer som overstiger 50 000 aksjer må foretas gjennom Det
Institusjonelle Tilbudet. Bestilling må foretas for et spesifisert antall aksjer.
Bestillinger i Retail-tilbudet kan gjøres betinget av at den endelige prisen blir
innenfor eller lavere enn det Indikative Prisintervallet (NOK 45-49 per aksje).
Bestillinger som ønskes gjort på slik betingelse må uttrykkelig angi dette ved at
det relevante punkt på bestillingsblanketten fylles ut. Dersom bestillingen er gjort
på slik betingelse og den endelige prisen blir høyere enn det Indikative
Prisintervallet, vil bestillingen bli forkastet uten varsel til bestilleren. Bestillinger
som ikke uttrykkelig inneholder noen slik betingelse vil bli regnet som bindende
uavhengig av hvor høy den endelige prisen blir. Det samme gjelder bestillinger
gjort ”at market” eller med tilsvarende uttrykk.
9. juni – 23. juni 2005 (begge dager inkludert) med utløp kl. 12.00 (norsk tid).
Tilretteleggerne og Selgende Aksjonær kan forkorte eller forlenge
Bestillingsperioden. Dersom tilretteleggerne og Selgende Aksjonær forkorter eller
forlenger Bestillingsperioden, vil dette bli annonsert gjennom pressemelding
senest 24 timer i forkant.
Ca. 24. juni 2005.
Tildeling av aksjer vil bli bestemt av Selgende Aksjonær i samarbeid med
tilretteleggerne etter utløpet av Bestillingsperioden.
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Kunngjøring av endelig pris:
Første handelsdag på Oslo
Børs:
Oppgjør:

Den endelige prisen vil ventelig kunngjøres gjennom
informasjonssystem før handel i aksjen starter 24. juni 2005.
Ca. 24. juni 2005.

Oslo

Børs’

Betaling for aksjene tildelt bestillere i Det Institusjonelle Tilbudet skal foretas
senest 29. juni 2005. Oppgjør vil være basert på levering mot betaling.
Betaling for aksjer tildelt bestillere i Retail-tilbudet skal foretas senest 28. juni
2005. Betaling for tildelte aksjer blir trukket fra bestillerens bankkonto ca 28.
juni 2005, som spesifisert på vedlagte bestillingsblankett. Bestillere av aksjer vil
som del av bestillingen gi en ugjenkallelig fullmakt til tilretteleggerne til å belaste
bestillerens norske bankkonto for kostnaden av de tildelte aksjene. Melding om
tildeling vil bli sendt ut på eller omkring 24. juni 2005. Vennligst merk at det
vanligvis tar omkring én dag for å overføre penger fra en bankkonto til en annen.
Tildelte aksjer forventes å bli overført til bestillernes individuelle VPS konti 29.
juni 2005, med forbehold om at belastning på deres bankkonti har funnet sted
28. juni 2005. I tilfelle forsinket betaling påløper den til enhver tid gjeldende
forsinkelsesrente, for tiden 8,75 prosent p.a., på det forfalte beløp. Dersom
betaling ikke finner sted innen fristen, eller betaling ikke kan bli trukket fra den
spesifiserte bankkonto av en annen grunn, forbeholder den selgende aksjonæren
og tilretteleggerne seg retten til å selge de allokerte aksjene for investorens egen
regning og risiko, jf. verdipapirhandelloven § 11-5.

Verdipapirnummer:
Bestillingssted:

Aksjekapital:
Antall utestående aksjer:
Aksjeklasser:
Pålydende verdi:
Oslo Børs ticker:

Levering av de tildelte aksjer i Retail-tilbudet vil kun bli foretatt dersom betaling
har funnet sted innen betalingsfristen.
ISIN NO 000 3033102
Carnegie ASA
First Securities ASA
Stranden 1, Aker Brygge
Fjordallèen 16, Aker Brygge
Postboks 684 Sentrum
Postboks 1441, Vika
NO-0106 Oslo
NO-0115 Oslo
www.carnegie.no
www.first.no
Tel: +47 22 00 93 00
Tel: +47 23 23 80 00
Fax: +47 22 00 94 60
Fax: +47 23 23 80 21
NOK 22 146 385
44 292 770
En aksjeklasse med en stemme pr aksje.
NOK 0,50 per aksje.
KOA.

16.4 Risikofaktorer
Et antall risikofaktorer kan få negative konsekvenser for Selskapet. Disse risikofaktorene
innbefatter; (i) finansiell risiko, herunder blant annet eksponering mot utenlandsk valuta og
volatilitet i priser på innsatsfaktorer, (ii) risiko forbundet med Selskapets forretningsdrift,
herunder blant annet prosjektrisiko, investeringsrisiko, fare for økt konkurranse, usikkerhet rundt
fremtidig tildeling av kontrakter, risiko for uforsikrede tap, og fare for ulykker, (iii) juridisk risiko,
herunder blant annet risiko forbundet med vilkår og betingelser i kontrakter, i tillegg til
miljømessig og regulatorisk risiko, samt fare for rettslige tvister, (iv) personalrisiko, herunder
blant annet risiko for kostbare og problematiske nedbemanninger, risiko for tap av medlemmer i
konsernledelsen og nøkkelpersonell, samt risiko for personaltvister, og (v) risiko som relaterer seg
til Aksjetilbudet, herunder blant annet usikkerhet rundt Selskapets evne til å gjennomføre
Aksjetilbudet, risiko forbundet med at selskapet ventelig vil ha en hovedeier med negativ kontroll
etter Aksjetilbudet, samt risiko forbundet med volatilitet i Selskapets aksjekurs.
I forhold til Selskapet er det særlig naturlig å påpeke de ovennevnte risikoelementer. Dersom
noen av disse usikkerhets- og risikofaktorene faktisk inntreffer, kan dette få vesentlige og
negative følger for Selskapets virksomhet, resultater og finansielle situasjon. Risikofaktorene
omtalt i dette prospektet er ikke uttømmende. Andre risikofaktorer som ikke er omtalt her vil
også kunne ha negative følger for Selskapet. Potensielle investorer bør nøye vurdere
informasjonen gitt i prospektet, og foreta en uavhengig evaluering før de fatter en eventuell
investeringsbeslutning.
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Appendix 1 – Articles of association for Kongsberg
Automotive
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Appendix 2 – 1st Quarter report 2005 (IFRS)
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Appendix 3 – Kongsberg Automotive Annual Report 2004
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Appendix 4 – Historical financial information Milan Seating
Systems
The historical financial information presented on Milan Seating Systems is based on NGAAP.
Milan has up until recently been part of Intier Automotive Inc. and Intier’s historical figures for
2003 and 2004 have been audited. However, Milan’s figures have not been audited on a stand
alone basis.
Profit and loss statement - Milan Seating Systems (N GAAP)
(in 1,000 USD)

2003

2004

1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Unaudited

Total sales

46 222

57 382

13 847

15 774

Operating expenses
EBITDA

44 466
1 756

51 363
6 019

13 352
495

13 402
2 372

3.8 %

10.5 %

3.6 %

15.0 %

346
1 410

631
5 388

124
371

154
2 218

3.1 %

9.4 %

2.7 %

14.1 %

1 410

5 388

371

2 218

3.1 %

9.4 %

2.7 %

14.1 %

1 410

5 388

371

2 218

EBITDA margin

Ordinary depreciation
EBITA
EBITA margin

EBIT
EBIT margin

Pre tax profit

Balance Sheet - Milan Seating Systems (N GAAP)
(in 1,000 USD)

2003

2004

1q 2004

1q 2005

Unaudited

Unaudited

Unaudited

Unaudited

3 549
3 549

3 424
3 424

3 833
3 833

3 270
3 270

Inventories
Accounts receivable
Other current assets
Cash
Total current assets

1 768
8 038
1 111
(512)
10 405

833
4 320
518
134
5 805

1 135
6 596
1 665
(206)
9 190

1 014
6 349
325
368
8 056

Total assets

13 954

9 229

13 023

11 326

1 841

5 414

2 107

6 831

Intangible assets
Tangible assets
Total fixed assets

Equity
Total long term debt

-

-

-

-

Accounts payable
Short term interest bearing debt
Other short term liabilities
Total short term liabilities

3 588
8 525
12 113

4 050
(235)
3 815

5 087
5 829
10 916

5 925
(1 430)
4 495

Total equity and liabilities

13 954

9 229

13 023

11 326
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Appendix 5 – Statement on pro forma adjustments in IFRS pro
forma accounts for 2004 and 1q 2005
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Appendix 6 – Application form
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Appendix 7 – Investor Representation Letter
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Prospectus
Kongsberg Automotive Holding ASA

Kongsberg Automotive Holding ASA
Dyrmyrgata 45
P.O. Box 62
NO-3601 Kongsberg
www.kongsbergautomotive.com
Telephone: +47 32 77 05 00
Facsimile: +47 32 77 05 09

Secondary sale of up to 14,500,000 shares
Indicative price range NOK 45 – 49 per share

Application for listing on Oslo Børs
Offer period: 9 June – 23 June at 12.00 CET, both dates inclusive

Stranden 1, Aker Brygge
P.O. Box 684 Sentrum
NO-0106 Oslo
www.carnegie.no
Telephone: +47 22 00 93 00
Facsimile: +47 22 00 94 60

Fjordalléen 16, Aker Brygge
P.O. Box 1441 Vika
NO-0115 Oslo
www.first.no
Telephone: +47 23 23 80 00
Facsimile: +47 23 23 80 21

Global Coordinator and Lead Manager

Co-lead Manager

6 June 2005

