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Kongsberg Gruppen (KONGSBERG) is an international,
knowledge-based group that supplies high-technology
systems and solutions to customers engaged in the oil
and gas industry, the merchant marine, and the defence
and aerospace industries.

KONGSBERG GRUPPEN AT 31 DECEMBER 2008 KONGSBERG GRUPPEN AT 1 JANUARY 2009

KONGSBERG OIL & GAS
TECHNOLOGIES*)

Offshore & Marine Missile Systems
Naval Systems &

Surveillance
Integrated Defence
Systems
Aerostructures

Offshore & Marine Missile Systems &
Subsea Aerostructures Subsea
Oil & Gas Naval Systems &

Surveillance

Integrated Defence Systems

Dynamic Systems

CORPORATE REORGANISATION FROM 1 JANUARY 2009
The Group implemented organisational changes on 1 January 2009. The main change is that the two former business areas were divided into four business areas.

All accounting figures in this report are based on the organisation at 31 December 2008. The descriptions of the business areas are generally adapted to the new

organisation.
*) Kongsberg Oil & Gas Technologies is a high-priority area which KONGSBERG is in the process of building up. For the moment, the financial figures will be reported as part of Kongsberg Maritime.

(1) The Group

(V) Corporate Governance and Financial Information

Q) Directors' Report and Financial Statements

() Business Areas

KONGSBERG — ANNUAL REPORT AND SUSTAINABILITY REPORT 2008




Strong performance

Operating revenues, Group

MNOK 11 056

Overall growth of

33 per cent

EBITA, Group

MNOK 1 122

An increase of

41 per cent

KONGSBERG MARITIME

Operating revenues

MNOK 6 425

EBITA

MNOK 691

New orders

MNOK 7 733

EBITA margin

10.8 per cent

KONGSBERG DEFENCE & AEROSPACE

Operating revenues

MNOK 4 450

EBITA

MNOK 416

New orders

MNOK 6 835

EBITA margin

9.3 per cent

OPERATING REVENUES IN NORWAY AND ABROAD
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International growth
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No. of employees outside Norway

1443

Increase in 2008

80 per cent

EMPLOYEES, BY REGION

0.1% Africa —l

53%UA —M——

2.8% Canada

13.2% Asia

6.2% Europe (excl. Norway) /
72.5% Norway

Share of sales to customers outside Norway

/7 per cent

of operating revenues

OPERATING REVENUES, BY REGION

31% America

23% Europe (excl. Norway)

23% Norway

1% Other —M

22% Asia

Strengthened market positions

International breakthrough
for the NSM
(Naval Strike Missile)

e
ST

AUV (autonomous
underwater vehicle) and sonar
technology business
strengthened in 2008

Healthy backlog of orders

Improved position in
the offshore and commercial
fleet market in Brazil, India
and China

The Protector weapon
control system consolidated
its position as market leader

in 2008

Total backlog valued at

MNOK 16 692

An increase of

32 per cent

BACKLOG OF ORDERS
MNOK
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Main figures 2008

Amounts in MNOK 2008 2007 2006 2005 2004 2003 2002 2001
OPERATIONS
Operating revenues 11 056 8306 6720 5791 5901 6651 6980 6176
- Operating revenues, outside Norway % 77 71 72 67 69 76 72 74
- Operating revenues, civilian % 62 62 57 59 54 54 58 63
Earnings before interest, tax and amortisation (EBITA) 1122 796 464 378 239 383 485 437
EBITA margin % 10.1 9.6 6.9 6.5 4.1 5.8 6.9 7.1
Earnings before tax (EBT) 861 685 390 314 180 190 291 191
Profit for the year 587 490 252 262 118 125 216 123
Backlog of orders 16 692 12 646 6472 5416 5425 5913 5143 6401
OWNERS' VALUES
Market capitalisation 9 840 10170 5250 3720 2970 3180 2715 2895
Earnings per share after tax in NOK 19.44 16.17 8.30 7.19 3.66 4.23 7.21 4.18
P/E 16.87 20.96 21.08 17.24 27.62 25.06 12.55 23.09
Equity ratio % 15 30 23 23 26 30 31 27
Equity 1894 2758 1684 1505 1626 1830 1741 1538
Dividend per share in NOK 5.50 5.00 2.50 2.15 2.00 1.30 2.10 0.00
Amounts in MEUR (NOK/EUR = 9.865) 2008 2007 2006 2005 2004 2003 2002 2001
OPERATIONS
Operating revenues 1121 842 681 587 598 674 708 626
Earnings before interest, tax and amortisation (EBITA) 114 81 47 38 24 39 49 29
Earnings before tax (EBT) 87 69 40 32 18 19 29 19
OWNERS' VALUES
Earnings per share after tax in EUR 1.97 1.64 0.84 0.73 0.37 0.43 0.73 0.42
KEY FIGURES BY BUSINESS AREA EARNINGS BEFORE INTEREST,
OPERATING REVENUES TAXES AND AMORTISATION (EBITA)
Amounts in MNOK 2008 2007 2006 2005 2008 2007 2006 2005
Kongsberg Maritime 6 425 4850 3553 3034 691 506 329 262
Kongsberg Defence & Aerospace 4 450 3338 2997 2650 416 273 182 135
Other/elimination 181 118 170 107 15 17 (47) (19)
Group 11 056 8306 6720 5791 1122 796 464 378
KEY SUSTAINABILITY FIGURES
2008 2007 2006 2005 2004 2003
Number of employees 5243 4205 3650 3372 3495 4176
Women as a percentage of all employees 19 19 19 20 22 21
Women managers as a percentage of total managerial positions (Norway) 13 13 12 9 1 10
Turnover (%) 42 39 55
Financial support to organisations, etc. (NOK 1 000) 2 000 1900 1785 1640 1350 1500
Generation of waste (kg) per employee 239 285 297 278
Energy consumption (MWh) per employee 11.8 14.0 14.7 15.9
CO, emissions (metric tonnes) per employee — excl. travel 1.18 1.22 1.19 1.26
NOTES TO THE TABLE AND GRAPHS
The figures are presented exclusive of non-recurring events and for continuing operations.
The figures for 2003 and earlier have not been adjusted for the transition to IFRS, but are NGAAP compliant.
KONGSBERG — ANNUAL REPORT AND SUSTAINABILITY REPORT 2008 3
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CEO Walter Qvam
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"Organisational changes
were introduced with effect
from 1 January 2009
to ensure the Group's opportunities
for further growth."
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In terms of performance, 2008 was KONGSBERG's best year
ever. We reached most of our goals, strengthening our market
positions considerably in several of our segments.

The Group has enjoyed strong growth, not

least on the international arena. Operating
revenues increased by 33 per cent to NOK
11 billion, the EBITA climbed by 41 per
cent and the overall EBITA margin ended
at 10.7 per cent. International customers
accounted for 77 per cent of our operat-
ing revenues. Our workforce expanded by
1 038 employees in 2008, bringing the
total to 5 243 at year end, 28 per cent of
whom work abroad. We continued to
expand our activities in Asia and the USA
through acquisitions as well as organic
growth. Operations outside Norway ac-
count for a steadily growing percentage of
our value creation from customer support
and service, as well as production. We are
establishing global value chains and global
networks of subcontractors for several of
our systems and products.

MARITIME AND OFFSHORE ACTIVITIES
Our maritime activities made significant
headway in 2008. The whole year was
marked by an exceptionally high pace of
equipment deliveries to ships, rigs and
purpose-built offshore vessels. In Asia, we

strengthened our customer support and
service organisation significantly, and we
set up new ventures in China and India. In
the oil and gas sector, we stepped up our
activities in the field of integrated opera-
tions and further strengthened our posi-
tions in process control, automation and
simulation. A framework agreement was
signed with Baker Hughes, the US oil
service company, making KONGSBERG the
exclusive supplier of software and inte-
grated operations solutions for Baker
Hughes' installations globally.

We made important headway in our
hydroacoustics activities in 2008 due to
product development and through the
acquisition of Hydroid (USA) and Geo-
Acoustics (UK). We are very well position-
ed in the growing market for autonomous
underwater vehicles (AUV) and we plan to
concentrate even more on this area.

KONGSBERG has substantial market
shares in dynamic positioning, automation
and control systems. We have also made
notable advances in simulation, and the
acquisition of GlobalSim in the US was a
step in that direction in this field.

DEFENCE AND AEROSPACE ACTIVITIES
2008 was an eventful year for the Group's
defence and aerospace activities. Our new,
state-of-the art factory in Kongsberg for
making aerostructures of composite and
titanium was built, moved into and offi-
cially opened. The day before the official
opening of the facility, the Norwegian
Government announced that Norway had
chosen the American F-35 Lightning Il
(Joint Strike Fighter — JSF) fighter craft to
succeed the F-16. This choice will secure
composite production in Kongsberg for
many years, opening further opportunities
for KONGSBERG in the missiles segment,
among others.

The Group's activities in respect of
weapon control systems were expanded
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considerably in 2008. We opened a factory
in Johnstown, Pennsylvania (USA) for the
assembly of weapon control systems for
the US market. Meanwhile, we streamlin-
ed engineering production and expanded
the production of weapon control systems
at our factory in Kongsberg to the other
countries with which we have contracts.
This was the Group's most rapidly growing
unit in 2008, and the segment reported
operating income of MNOK 2 558. The
market for different types of weapon con-
trol systems is very large. As market leader,
KONGSBERG has considerable potential for
further developing products and markets
alike.

The development of the Naval Strike
Missile (NSM) is now complete and serial
production of missiles for the Norwegian
Navy has commenced. There is a campaign
to promote international NSM sales and to
further develop the technology, e.g. an
airborne version of the missile, the Joint
Strike Missile (JSM). The NSM had an
international breakthrough in December
2008, when a contract was concluded with
the Polish Armed Forces. Several impor-
tant contracts were landed for naval de-
fence systems in 2008, including contracts
to upgrade Norway's Ula Class submarines
and Norwegian mine clearance vessels, as
well as to provide an integrated system for
underwater surveillance for two naval
bases in Turkey.

TrollSat, the satellite downloading
ground station on Antarctica, was opened
in 2008, bringing Kongsberg Satellite
Service's 'pole-to-pole' concept to frui-
tion. As the only company in the world,
we can now offer data downloading and
delivery services from satellites in polar
orbit as they pass above both the Arctic
and Antarctica.

THE FINANCIAL CRISIS

The latter half of 2008 was clouded by
global uncertainty, the credit crunch and
declining results in some industrial sectors.
There was a dramatic correction in global
money markets after several years of rapid
growth. KONGSBERG ended 2008 with a
very high level of activity, a record-high
backlog of orders and in a healthy finan-
cial position. We operate in market seg-
ments that are relatively independent of
each other and we are driven by different
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factors. This gives the Group greater re-
silience during slumps such as the present
one. Strategically, it seems obvious that
the changes that arise in market and
industrial structures can also be consider-
ed interesting opportunities for the Group.

CORPORATE SOCIAL RESPONSIBILITY
KONGSBERG shall be run in an ethically,
environmentally and socially responsible
manner. We focus intently on developing
climate-friendly solutions for the maritime
sector, and we strive to address climate
challenges by concentrating on our own
emissions. During the year, we implement-
ed comprehensive new ethics training pro-
grammes. We have taken steps to follow
up our subcontractors more closely and
systematically, clarifying our follow-up
procedures to ensure compliance and
following up our goals and policies with

a view to corporate social responsibility,
anti-corruption and ethics in general.
KONGSBERG joined the "UN Global Com-
pact" in 2006, and we strive to promote
the values underlying this initiative.

ORGANISATION

KONGSBERG has grown rapidly in recent
years. The Group now serves more cus-
tomer groups than ever and works in a
number of new markets. Organisational
changes have been made with effect from
1 January 2009 to enhance the Group's
opportunities for further growth. We
aspire to ensure and further develop the
positions we have achieved in our core
areas in the maritime sector and defence
systems. We also recognise potential for
further growth in the oil and gas industry
and the market for weapon control sys-
tems in particular. These areas are there-
fore being organised as new business
areas. The changes will allow us to further
develop the Group in a proactive manner,
and they are based on a long-term
perspective.

CHALLENGING FUTURE

In 2008, we implemented a thorough stra-
tegic process, culminating in the definition
of an ambition for our further develop-
ment over the next three to five years. We
intend to improve our market positions in
selected segments and to reach a turnover
of NOK 20 billion. This ambition and these

strategies stand firm, even though plan-
ning for the immediate future has become
more challenging. Consequently, at the
outset of 2009, we are implementing
several initiatives to ensure that the orga-
nisation functions as efficiently as pos-
sible, and we are adapting our costs to
maintain good competitiveness and finan-
cial freedom of action. At the same time,
we are exploring strategic possibilities and
maintaining a high level of research,
development and product development.
Services related to after sales will be an
ever greater part of our overall business
due to the steep rise in the number of
installations carrying KONGSBERG equip-
ment in recent years. Our maritime opera-
tions will continue to focus on AUVs,
hydroacoustics and simulation. We will
maintain a high market share and a signif-
icant volume of deliveries of equipment
for ships, rigs and purpose-built vessels.
Our oil and gas activities will be further
strengthened. Norway's choice of the JSF
as its new fighter craft offers many
opportunities for KONGSBERG. The NSM is
the most advanced anti-ship missile of its
kind today, so there are good chances that
it can be sold to other countries. There are
significant export opportunities for our air
defence systems. On the market for wea-
pon control systems, we intend to main-
tain our position as the market leader and
to further improve our product portfolio.
KONGSBERG is well equipped to meet the
challenges ahead and to grasp any oppor-
tunities that might arise. The Group
rounded off 2008 in a healthy position
and moved into 2009 with strong momen-
tum. It took a great deal of hard work to
make this happen. | would therefore like
thank all KonGSBERG's employees for their
fantastic efforts in 2008. | would also
thank our highly valued customers, as well
as our good suppliers and partners for
exceptionally smooth cooperation.

i ¥
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Walter Qvam
CEO
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Highlights 2008

The Group Kongsberg Defence & Aerospace Kongsberg Defence & Aerospace

Kongsberg Maritime Kongsberg Defence & Aerospace Kongsberg Maritime

Kongsberg Defence & Aerospace Kongsberg Maritime
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This is KONGSBERG

RELATED INFORMATION
—> www.kongsberg.com

Over the next three to five years,
KoNGsBERG will seek to enhance its
market positions and reach an annual
turnover of about

NOK 20 billion

KONGSBERG delivers automation and bridge
systems for container ships.

OPERATING REVENUES, BY REGION
MNOK

3500
3000
2500
2000
1500
1000
500
O D ® EF PP
S VL LS
SIS TS G
S S

KONGSBERG — ANNUAL REPORT AND SUSTAINABILITY REPORT 2008

Kongsberg Gruppen (KONGSBERG) is an international,
knowledge-based group that supplies high-technology
systems and solutions to customers engaged in the oil and gas
industry, the merchant marine, and the defence and aerospace
industries. In 2008, KONGSBERG had a turnover of NOK 11
billion and 5 243 employers in more than 25 countries.

PARAMOUNT OBJECTIVE

KONGSBERG's paramount objective is to
protect and enhance stakeholder value by
engaging in profitable, growth-oriented
industrial development in a long-term,
international perspective. Growth and
improvement are key to the Group's
strategy. Following a thorough strategic
process, a new growth target was defined
for the Group in autumn 2008: Over the
next three to five years, the Group will
seek to enhance its market positions and
reach an annual turnover of about NOK
20 billion. This will take place through
organic growth and acquisitions in select-
ed segments. Continuous efforts are made
to enhance profitability in all parts of the
Group. In 2008, the Group earned an
operating margin of more than 10 per
cent. The Group will achieve its goals by
further developing first-class centres of
expertise and supplying leading systems,
products and services to its international
market segments, as well as by operating
in an ethically, environmentally and social-
ly responsible manner.

EXPERTISE

KONGSBERG is a knowledge-based
industrial enterprise that competes on the
international market. Having the right
expertise promotes added value and is
decisive for the Group's competitiveness.
As a result of the past few years' growth,
the Group's underlying expertise has in-
creased significantly, furnishing a strong
platform for further positive development.
KONGSBERG's human resource pool is be-
coming increasingly global, and 28 per
cent of the Group's employees now work
outside Norway. Our delivery processes
increasingly reflect this as specialist

groups in different countries contribute

to processes (global value chains). Approx.
70 per cent of KONGSBERG's employees
have higher educations.

SYSTEMS AND PRODUCTS

KONGSBERG is one of Norway's leading
technology enterprises and one of the
country's largest industrial engineering
hubs. The products are characterised by

a high technology content and they are
designed to work under very demanding
conditions. from multibeam echosounders
that survey the seabed down to depths of
11 000 metres to control mechanisms for
the solar panels on space probes that orbit
36 000 kilometres out in outer space for
several years. Consequently, our reliability
requirements are exceptionally high.

CUSTOMERS AND MARKETS

KONGSBERG operates in a variety of mar-
kets and has built up good, long-term
customer relations over many years.

A thorough understanding of customers'
needs and user experiences throughout
products' life cycles is at the heart of our
approach to the market. Markets outside
Norway are becoming increasingly impor-
tant and the Group's operating revenues
have a good geographical distribution.
Customer proximity is needed to accom-
modate the needs of the local markets
and to add value as a local supplier. In
2008, 77 per cent of the Group's operat-
ing revenues were generated outside
Norway.

BUSINESS AREAS

KONGSBERG has shown satisfactory pro-
gress and growth in recent years, and the
Group now serves more customer groups
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. . Scotland
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W = Maritime segment
M = Defence segment

than ever, working in a number of new
markets. From 1 January 2009, the orga-
nisation has been restructured to further
strengthen its competitive position.
KoncsBERG now has four business areas
(BAs): Kongsberg Maritime, Kongsberg Oil
& Gas Technologies, Kongsberg Defence
Systems and Kongsberg Protech Systems.
Expertise in the relevant applications for
advanced technology and systems play

a key role for all of our business areas. In-
depth knowledge of signal processing, en-
gineering cybernetics, software develop-
ment and systems integration is also a
common feature across the Group. A com-
mon denominator for KONGSBERG's overall
product strategy is that the Group's aim

is to be a leading supplier of complex
decision-support systems integrated with
advanced sensor technology.

Kongsberg Maritime

Kongsberg Maritime delivers positioning,
surveillance, navigation and automation
systems for merchant vessels and the off-
shore industry. The BA is a market leader
in dynamic positioning, automation and
surveillance systems, process automation,
satellite navigation and hydroacoustics.
Important markets include countries with
significant offshore and shipyard
industries.

The Unlted Arab Emirates

Brazil

South Africa
—

Antarctica

Kongsberg Oil & Gas Technologies

The BA delivers systems for information
collection, decision-making support,
management and interaction to the inter-
national oil and gas industry. The BA also
delivers systems for the simulation of long
pipelines for oil, gas and water flows,
three-dimensional visualisation of reser-
voirs, drilling and operations, as well as for
the interaction required for integrated
operations. Part of the BA is dedicated to
consultancy and analytical services for
integrated operations, drilling and produc-
tion, in addition to technology for flexible
risers for oil and gas production.

Kongsberg Defence Systems

The BA is Norway's premier supplier of
defence and aerospace systems. The port-
folio comprises products and systems for
command and control, weapons guidance
and surveillance, communications solu-
tions and missiles. The BA also makes ad-
vanced composites and engineering prod-
ucts for the aircraft and helicopter market.
The Armed Forces is the BA's most impor-
tant customer. Whether developed in col-
laboration with the Norwegian Armed
Forces, international partners or alone, the
BA's solutions have proven highly com-
petitive internationally. A key element of
the BA's market strategy is the forging of

o India 4 Guangzhou (China)

m_Singapore

1) Kongsberg, Horten, Asker, Oslo, Kjeller,
Trondheim, Stjerdal, Tromsg, Stavanger,
Kristiansand (Svalbard)

alliances with major international defence
enterprises. All defence-related exports
are contingent on the approval of the
Norwegian authorities.

Kongsberg Protech Systems

The BA's main product is the Protector
Remote Weapon Station (RWS) developed
to protect military personnel. KONGSBERG
is by far the largest player in this market.
The system has been sold to 16 countries.
In 2007, a framework agreement for NOK
8 billion was signed with the US Army for
weapon control systems for its CROWS
programme. The RWS is in demand for a
growing range of military vehicles.

SHAREHOLDER POLICY

KONGSBERG's paramount objective is to
enhance shareholder value over time.
KONGSBERG's policy is for 30 per cent of
the annual profit from ordinary operations
to be returned to the owners as dividends.
The Board proposes that a dividend of
NOK 5.50 per share be paid for 2008.

OWNERSHIP

Kongsberg Gruppen ASA is listed on the

Oslo Stock Exchange and the State is the
largest shareholder with 50.001 per cent
stake. There were a total of 6 048 share-
holders at 31 Dec. 2008.

KONGSBERG — ANNUAL REPORT AND SUSTAINABILITY REPORT 2008



History

After restructuring and acquisitions, KONGSBERG consists of
many different companies, each with its own history and
geographical origins. Our history reflects the Group's
inextricable ties to the city of Kongsberg over the centuries.

1624-1814 1814-1955 1955-1987

1987-1992

2005-2008

1992-2005
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Vision, objectives and strategy

VISION

WORLD CLASS - through people, technology
and dedication




Strategy

In autumn 2008, KONGSBERG conducted

a thorough strategic process, setting new
development goals and strategic objec-
tives, as well as a new growth target: Over
the next three to five years, the Group will
reach an annual turnover of about NOK
20 billion.

The Group has grown rapidly in recent
years. This applies to operating revenues,
profits, the backlog and the number of
employees. KONGSBERG has made great
headway on the maritime market, as well
as on the offshore and defence markets.
This growth has led the Group to broaden
its market perspective, resulting in turn in
spin offs and acquisitions in related areas.

The Group's operations in the field of subsea technology
have expanded vigorously in recent years.

Continued strong growth is expected

within advanced autonomous underwater vehicles (AUVs),
a segment in which KONGSBERG took several strategic initiatives
towards a leading market position in 2008.

KONGSBERG — ANNUAL REPORT AND SUSTAINABILITY REPORT 2008

KONGSBERG has carved out a good position
in the maritime and offshore markets, and
enjoys leading market positions in dynamic
positioning, automation and surveillance
systems, process automation, satellite
navigation, hydroacoustics and simulation.
The Group's operations in the field of sub-
sea technology have expanded vigorously
in recent years. Continued strong growth
is expected within advanced autonomous
underwater vehicles (AUVs), a segment in
which KONGSBERG took several strategic
initiatives towards a leading market
position in 2008.

On the defence market, the Protector
Remote Weapon Station (RWS) has been
a big success, achieving an exceptionally
high market share. KONGSBERG has won
contracts for weapon control systems with
16 countries. The market for weapon con-
trol systems will continue to grow in the
years ahead, and continuous efforts are
invested in product development in this
area. Development has been completed
for the Group's new anti-ship missile, the
Naval Strike Missile (NSM), and it is now
under production for the Norwegian Navy.
The NSM is the world's most advanced
anti-ship missile. An epoch-making first
export contract was signed with the Polish
Ministry of Defence in December. Large-
scale marketing efforts are also being
made to promote missile exports.

KONGSBERG's renowned NASAMS air
defence system also has a good market
position and attention is being devoted to
many new potential customers.

The Group attaches importance to
maintaining the financial strength needed
to ensure its freedom of action. Growth is
to be funded mainly by earnings and the
availability of previously tied-up capital.
External funding is always based on a
long-term perspective that is commen-
surate with the Group's business strategy.
The Group's financial policy aims primarily
at increasing predictability and reducing
risk.

1
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In the latter half of 2008, it became in-
creasingly clear that world economic situa-
tion was deteriorating. This has been fully
confirmed in early 2009. Naturally, as a
major Norwegian exporter, KONGSBERG

monitors its markets, customers and sup-
pliers very closely. Based on this, the
Group has established contingency plans
and taken the requisite precautions. At
the outset of 2009, the Group still main-
tains a very high level of activity and has
a solid backlog. Our assessment of the
market effects that are bound to reach us
eventually is complicated and reflects the
relatively independent drivers to which the
Group is exposed. Generally speaking, the
Group's activities are impacted by four
such drivers, which collectively help make
KONGSBERG relatively robust compared
with many other industrial enterprises.

The four drivers with the most pro-
nounced impact on the Group's activities
are reviewed below:

The Norwegian Government's
choice of the F-35 Lightning Il
- Joint Strike Fighter (JSF) as
Norway's new fighter craft
ensures the production of
advanced fuselage components
in composite and titanium at
KONGSBERG.

OPERATING REVENUES
KONGSBERG MARITIME
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W Outside Norway ™ Norway
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MERCHANT MARINE — TRANSPORT BY SEA
The market for merchant vessels encom-
passes all types of ships, from simple dry
cargo carriers to more advanced LNG tan-
kers. Passenger ships in cruise and ferry
traffic are also an important part of this
market. The contracting of new vessels is
closely related to the expected develop-
ment of transport needs. Development

in the world economy affects the need
for sea-going transportation of people,
energy, raw materials and finished prod-
ucts. By the same token, far stricter en-
vironmental standards also generate
demand since older vessels that fail to
meet the standards must be replaced.
The downturn in this segment will affect
KONGSBERG.

GLOBAL ENERGY DEMAND

The oil, gas & offshore markets are driven
by the global demand for energy. Over
time, the steadily increasing demand for
energy, primarily oil and gas, has motivat-

OPERATING REVENUES
KONGSBERG DEFENCE & AEROSPACE
MNOK
5000
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M Outside Norway ™ Norway
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ed the production of new, less accessible
reserves. This has been and will continue
to be an advantage for KONGSBERG, which
mainly delivers advanced systems that are
critical for the success of complex and
challenging projects, often in deep water.

KoNGsBERG delivers products and sys-
tems of great value to customers. The
Group is a leader in dynamic positioning
and hydroacoustics. We have also given
priority to the development of systems for
the simulation of processes and decision-
support systems (integrated operations)
for oil companies and operators on the oil
and gas market.

We expect the market for systems for
the offshore and the oil and gas industry
to be affected by the drop in global energy
demand and the low oil prices we have
seen recently. Meanwhile, we expect that
the underlying need for energy, combined
with the need to compensate for steadily
declining production, will lead to consider-
able demand in the longer term.

NORWEGIAN DEFENCE SPENDING

The defence market is largely a politically
driven, relatively protectionistic market.
The market is not subject to the European
Economic Area's competition rules. Most
countries choose national suppliers for
security reasons and in the interests of
local industry. Offsetting is an established
international practice in connection with
international procurements. Offsetting
means that the seller country must under-
take an obligation to purchase defence
materiel from the buyer country for a
value equivalent to the original purchase
price. Offset agreements are important for
maintaining and further developing a
viable national defence industry. Offset
agreements make it possible to secure
contracts for Norwegian industry when
Norway makes large defence procurements
from foreign suppliers, and they open
significant opportunities for further de-
veloping civilian technology.

In 1996, KONGSBERG and the Norwegian
Navy concluded a contract for the devel-
opment of a new anti-ship missile, the
NSM, one of Norway's most technologi-
cally advanced development projects. In
2007, an agreement worth approx. NOK
2.5 billion was signed for serial production
of the missile. The contract covers the
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production of NSMs for the Norwegian
Navy's new Nansen Class frigates and
Skjold Class missile torpedo boats.

On 20 November 2008, the Norwegian
Government announced its choice of the
US F-35 Lightning Il - Joint Strike Fighter
(JSF), to supersede today's F-16 fighter
craft. This choice will ensure the produc-
tion of advanced fuselage components in
composite and titanium at Kongsberg for
many years, opening further opportunities
for KONGSBERG in including the missiles
segment.

In 2008, major contracts were signed
with the Norwegian Navy, not least for
upgrading their Ula Class submarines and
deliveries to the Norwegian mine clear-
ance vessels.

Based on this project portfolio, we ex-
pect an increase in our cooperation with
the Norwegian armed forces.

INTERNATIONAL DEFENCE SPENDING
KONGSBERG is a relatively small player in
the international defence market, but it
has achieved very good market positions
in certain niches, especially anti-ship
missiles, weapon control systems and anti-
aircraft systems. We have developed many
competitive systems and products in
collaboration with the Norwegian Armed
Forces, the Norwegian Defence Research
Establishment — NDRE, international al-
liance partners and on our own.

The Protector Remote Weapon Station
(RWS) has been in full-scale production
since December 2001. KONGSBERG is cur-
rently a world leader in the manufacture
and delivery of this type of weapon con-
trol systems. Over the past seven years,
the company has delivered more than
4000 systems to defence customers in 16
countries.

The NSM missile has received consider-
ably attention from several countries, not
least for use on various platforms (aircraft,
helicopter, vehicles, etc), which opens
doors to new markets. The first export
contract for the system was signed with
the Polish Armed Forces in December
2008. The possibilities for developing a
new missile, the JSM, for the F-35 Light-
ning Il - Joint Strike Fighter (JSF), based
on NSM technology are being studied in
connection with the order for fighter craft.

The NASAMS air defence system is an

important export product for KONGSBERG.
The system was developed in conjunction
with the Norwegian Air Force and the US
defence contractor Raytheon. The stra-
tegic cooperation agreement with
Raytheon generally involves KONGSBERG
supplying decision-support tools and
command and control systems, while
Raytheon supplies missiles, radars and
other equipment for the air defence
systems. NASAMS Il is a further develop-
ment of the system, and several countries
are interested in this latest configuration
of the air defence system.

Offset agreements signed in connection
with international deliveries to Norway
have often also been decisive for achiev-
ing access to markets abroad.

We expect increasing protectionism and
spending cuts relative to international de-
fence orders in the years ahead. We do
not believe that this will have a significant
adverse impact on the sale of KONGSBERG's
niche products.

KONGSBERG is currently
a world leader in
the manufacture and delivery of
weapon control systems.
Over the past seven years, the
company has delivered more than

4 000 systems

to defence customers in

16 countries.
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KONGSBERG's success with weapon control systems in the USA has led to the establishment of a new company and a factory in Pennsylvania.

In 2008, The Group made significant inter-
national progress. At year end, 28 per cent
of the Group's employees worked outside
Norway, and the export share of our turn-
over comes to 77 per cent. The Group has
evolved from mainly being an internation-
al sales organisation to creating a growing
share of its value added in Asia, Europe
and, not least, in the USA. It is decisive for
KONGSBERG to continue on its path to-
wards international customer proximity,
global value chains and, not least, global
human resources development.

Many of the countries in which
KoNGSBERG operates would like to build up
their own industries. The authorities in
these countries would like as much local
added value as possible, the creation of

local jobs and the build up of expertise.
Building up our local enterprises often
enables us to meet those needs. All our
international ventures comply with
KoNGsBERG's Policy for Corporate Social
Responsibility.

The Asian shipyard industry is an impor-
tant market for KONGSBERG. There has
been a powerful ramp up of capacity, and
the Asian shipyard industry is now the
world's largest. One consequence of this
growth is that KONGSBERG has expanded
its capacity in terms of employees and
floor space in Singapore, South Korea,
India and China. The further development
of our organisation in Asia will be in-
fluenced by the general financial and
industrial trends in the region.

At year end, 28 per cent of the Group's employees worked outside Norway
and the export share of our tumnover comes to

/7 per cent.

It is decisive for KONGSBERG to continue on its path towards international customer
proximity, global value chains and, not least, global human resources development.
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In autumn 2007, KONGSBERG concluded a
framework agreement with the US Army
for the delivery of weapon control systems
for the CROWS (Common Remotely
Operated Weapon Station) programme.
The agreement has a scope of about

NOK 8 hillion and will last for five years.
KONGSBERG's success in the US has led to
the establishment of a new subsidiary and
a factory in Pennsylvania to produce new
and overhaul used weapon control sys-
tems for the US market. Our ventures in
the US strengthen the Group's position as
the leading supplier of remotely operated
weapon control systems. We get access to
experienced American production exper-
tise, reducing our foreign currency risk
significantly.

OPERATING REVENUES, BY REGION

31% America

23% Europe (excl. Norway)

23% Norway

1% Other ——M8M8M

22% Asia
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Our intellectual capital is becoming
increasingly international.
The right combination of

working methods,
cultural
understanding and
competence

is crucial to this positive trend.

KONGSBERG is a rapidly expanding inter-
national, competence-based industrial
enterprise. Several surveys made by inde-
pendent organisations indicate that
KONGSBERG is an attractive employer for
engineers with long seniority and for stu-
dents with higher technical degrees. Our
intellectual capital is becoming increasing-
ly international. The right combination of
working methods, cultural understanding
and competence is crucial to this positive
trend. To secure the requisite expertise, we
further develop the technology communi-
ties we have built up and obtained, both
through the establishment of new ven-
tures and the acquisition of companies.

The Group currently has highly competent
technology hubs in Norway, Great Britain,
Poland, the USA, Canada, India, South
Korea, China and Singapore.

EMPLOYEES, BY LEVEL OF EDUCATION

47 % Engineers/technicians
(up to 3 years' higher education)

25 % Graduate engineers
(and other higher education
— 4 years of more)

16 % Other salaried employees —

(up to 3 years' higher education) _~
12 % Operators

KONGSBERG has spent several years building up composite expertise and manufacturing parts for
the aircraft and aerospace industry.
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At year end, the Group restructured the
organisation to accommodate continued
positive growth and development in its
core areas. This adjustment implies clearer
emphasis on four business areas:

= Kongsberg Maritime

= Kongsberg Oil & Gas Technologies

= Kongsberg Defence Systems

= Kongsberg Protech Systems

Besides this realignment, the Group is in-
troducing several initiatives to help reach
the strategic objectives we have set and
adapt to the market conditions we will
encounter in the years ahead.

These initiatives include:

= a pan-corporate programme for
improved internal efficiency and
productivity

= set up a position for a Corporate Com-
pliance Officer role and further develop
the Group's systems and processes for
compliance and follow up

= arenewed, improved scheme for
leadership development across the
Group

The sum total of these initiatives will help

strengthen the Group and prepare us for

the market challenges ahead.
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The F-35 Lightning Il - Joint Strike Fighter (JSF) is a supersonic, multirole 5th generation stealth fighter
craft. KONGSBERG is an important Norwegian industrial partner for the production of fighter craft.

NEW ORDERS BACKLOG OF ORDERS
OPERATING REVENUES
MNOK MNOK
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- an increase of 41 per cent from 2007 . .
M Kongsberg Maritime M Kongsberg Maritime

B Kongsberg Defence & Aerospace B Kongsberg Defence & Aerospace
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Directors’ Report

2008 was an eventful year characterised
by growth and good results. Revenues
excl. non-recurring items increased by 33
per cent to MNOK 11 056, the backlog
climbed by 32 per cent to MNOK 16 692,
and the EBITA excl. non-recurring items
increased by 41 per cent to MNOK 1 122.
The EBITA margin was 10.1 per cent.
Earnings per share excl. non-recurring
items came to NOK 19.44 (NOK 16.17).
The Board is satisfied with this perfor-
mance and proposes a dividend per share
of NOK 5.50 (NOK 5), which is consistent
with the Group's dividend policy.

GENERAL REVIEW OF 2008

Both the Group's business areas (BAs)
posted higher operating revenues and
EBITAs than last year. The influx of orders

EARNINGS PER SHARE
NOK
20

03 04 05 06 07 08
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Strong results and
high ambitions

was good for both Kongsherg Maritime
and Kongsberg Defence & Aerospace.

Kongsberg Maritime accounted for approx.

43 per cent of the overall corporate back-
log, while Kongsberg Defence & Aero-
space accounted for 57 per cent.
Kongsherg Maritime made good head-
way and reported a strong influx of new
orders. In 2008, Kongsberg Maritime im-
proved its positions in all its markets,
especially in Brazil, India and China. These
are important growth areas for the off-
shore and merchant marine markets. The
BA took important strategic steps to con-
solidate its leading position in the simula-
tion and hydroacoustics segments.
Kongsberg Defence & Aerospace has
also achieved good growth and a strong
improvement in margins. The Protector

OPERATING REVENUES
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weapons control system further strength-
ened its position as market leader in 2008.
The system has now been sold to 16 coun-
tries. In late December, the BA won a con-
tract with Poland that included the deliv-
ery of the new Naval Strike Missile (NSM).
This is considered an international break-
through for the new missile. In addition,

a new factory for the production of aero-
structures in composite and titanium was
opened, and the first phase of component
production for the F-35 Lightning Il

— Joint Strike Fighter (JSF) commenced.

COMMENTS ON THE RESULTS FOR 2008
The Group experienced significant one-off
effects related to the sale of property and
the transition from defined benefit to de-
fined contribution pension plans in 2007.

EBITA
MNOK
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600
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The comparison on p. 18 excludes the ef-
fects of non-recurring items.

Operating revenues

The Group's operating revenues increased
by 33 per cent to MNOK 11 056. Kongs-
berg Maritime's operating revenues ended
at MNOK 6 425, up 32 per cent. Kongs-
berg Defence & Aerospace's operating
revenues increased by 33 per cent to
MNOK 4 450.

EBITA performance

The EBITA ended at MNOK 1 122 in 2008
(MNOK 796 in 2007), which corresponds
to an operating margin (EBITA margin) of
10.1 per cent. This is an improvement of
MNOK 326, or 41 per cent. Kongsberg
Maritime's EBITA increased by MNOK
185, ending the year at MNOK 691 and
resulting in an EBITA margin of 10.8 per
cent. Kongsberg Defence & Aerospace
reported an EBITA of MNOK 416 in 2008,
up MNOK 143 on the year. and an
operating margin of 9.3 per cent.

Net financial items
The Group recognised impairment losses
on financial assets and sustained losses in
connection with the sale of shares, totall-
ing MNOK 138 altogether.

Other net financial expenses added up
to MNOK 39 in 2008, as against MNOK
67 in 2007.

Earnings

Earnings before tax (EBT) came to MNOK
861 (MNOK 685). The profit after tax was
MNOK 587, an increase of MNOK 97.
Earnings per share were NOK 19.44 per
share (NOK 16.17).

MARKET CONDITIONS AND OPERATING
PARAMETERS

Kongsberg Maritime

KONGSBERG has maintained its strong mar-
ket positions and fortified its business
operations through in-house initiatives as
well as by acquiring operations with sig-
nificant potential synergies. One key ele-
ment of the BA's strategy for economisa-
tion is to develop delivery models that
involve the establishment of crucial ele-
ments of value creation close to important
customer clusters. At year end, the Group
had 691 employees in Asia, close to major
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Consolidated operating revenues up by 33 per Ce nt
EBITA up by 47 per cent
Earnings per share up by 20 per Ce nt

shipyards in the region. This means the
Group is well prepared to meet ever keener
competition from local competitors, espe-
cially in Asia. Norway's maritime and off-
shore industry occupies a strong position,
and it is important to its export industry.
The Board therefore underscores the need
for an industrial policy that will promote
growth and development for the maritime
industry in this sector.

In 2008, many shipyards experienced
delays and cancellations. It has become
significantly more difficult to finance the
construction of vessels. Cancellations ac-
celerated towards year end, which also
affected Kongsberg Maritime to a certain
degree. In Q4 2008, provisions were made
for risk related to the situation in the
maritime and offshore industry. The pro-
visions were based on an in-depth review
of the BA's backlog of orders.

In 2008, MNOK 444 was invested in
acquiring operations that develop and
deliver autonomous underwater vehicles
and sonar technology. These are core
technologies that we expect will be gain-
ing momentum with offshore, oceanogra-
phic and military applications in the years
ahead.

Kongsberg Defence & Aerospace

Along with KONGSBERG, the Norwegian
Armed Forces have over time developed
solutions that have proven competitive on
international markets. It is important to
the Group that this national cooperation
continues. It enables the Norwegian
Armed Forces to develop and apply tech-
nology that is especially appropriate for
conditions in Norway, and which can also
do well in international competition. At
the international level, the Group has many
ongoing deliveries and new contract op-
portunities, for weapon control systems,
air defence, aircraft components and mis-

siles. Further prospects are still bright as
regards the market for weapon control
systems in the USA. Similarly, the growth
potential for the Group's air defence and
missiles segments is considered good.

The viability of the Norwegian defence
industry rests on emphasis being attached
to obtaining good offset agreements in
connection with the purchase of defence
materiel from abroad. With a few excep-
tions, this practice is applied universally.
When the Norwegian Armed Forces place
large orders with foreign suppliers, the
investments tie up large parts of the de-
fence budget, limiting investments with
national suppliers. It is important to under-
line the importance of Norwegian partici-
pation in such programmes if we are to
ensure defence deliveries that are well
adapted to conditions in Norway by
having a viable, competitive Norwegian
defence industry. Good offset agreements
help facilitate this. The Norwegian Gov-
ernment and the parliament have both
underlined the importance of offset agree-
ments that are in line with international
practice. An offset agreement with
KONGSBERG also translates into work for
several of the nearly 1 500 Norwegian
subcontractors the Group uses for its
defence activities.

Predictability in the export regulations
for defence materiel and as regards the
way in which the authorities apply them in
practice is an important regulatory para-
meter for KONGSBERG.

TECHNOLOGY AND R&D

A substantial proportion of KONGSBERG's
added value consists in the development
of high-technology solutions for national
and international markets. Comprehensive
expertise and knowledge sharing are
crucial for competitiveness. KONGSBERG's
extensive knowledge of dynamic position-
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ing is based on expertise developed in
connection with guidance systems for
submarines and missiles. The Group's sys-
tems and products generally revolve
around four core areas of excellence: sig-
nal processing, systems integration, engi-
neering cybernetics and software develop-
ment. KONGSBERG focuses on continuous
product development, financed either
from its own pocket or through customer-
financed programmes, and total product
development over time is equivalent to
about 10 per cent of operating revenues.

FINANCIAL SITUATION AND CAPITAL
STRUCTURE

Cash flow from operations

The net cash flow from operating activities
came to minus MNOK 26 in 2008 (MNOK
1 037). The net cash flow from operating
activities consists of the EBITA of MNOK
1319, the increase in net working capital,
taxes paid and changes in other accruals,
totalling MNOK 1 345. The increase in net
working capital is due to the build-up of
inventory in connection with the strong
influx of new orders. Trade receivables in-
creased in line with growth. KONGSBERG's
operations consist of delivery contracts
featuring milestone payments, meaning
the cash flow from operating activities will
vary from year to year. The Board has im-
plemented a project to free up capital, and
the results are expected to filter through
in 20009.

Cash flow from investment activities
During the year, payments in connection
with investments amounted to MNOK

1 484. Of this amount, the acquisition of
companies accounted for MNOK 544, of
which the acquisition of the assets and
business of the company Hydroid Llc. was

NET INTEREST-BEARING DEBT/EBITDA
MNOK

03 04 05 06 07 08
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the largest item, at MNOK 402. Invest-
ments in buildings and property, plant and
equipment added up to MNOK 816, about
half of which were investments related to
the new composite plant in Kongsberg.

Cash flow from financing activities
In 2008, new loans totalled MNOK 1 017,
of which MNOK 1 000 was drawn on a
syndicated credit facility signed in 2007.
The total cash flow from financing activi-
ties ended with a net payment of MNOK
813, as against a net disbursement of
MNOK 441 in 2007.

The Group's cash reserves were reduced
by MNOK 664 in 2008, compared with an
increase of MNOK 236 the year before.

Currency

A large part of the Group's earnings is
generated abroad. This means the Group's
revenues are affected by fluctuations in
exchange rates between NOK and other
currencies. The Group tries to limit foreign
currency risk by pursuing an established
foreign exchange policy. KONGSBERG's
foreign exchange policy entails that all
contractual currency flows are hedged by
forward contracts (project hedges). In
addition, some anticipated new orders are
hedged according to established rules
(hedges of forecasted sales). The rules
govern the percentage of estimated new
orders to be hedged, depending on the
time remaining until the new orders are
expected to be placed and exchange rate
levels. Thus, the Group seeks to mitigate
the effects of currency fluctuations in a
one-to three-year perspective.

The forward F/X contracts linked to the
hedging of project contracts amounted to
MNOK 8 602 at year end, measured at
agreed exchange rates. At year-end 2008,

MARKET CAPITALISATION
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these forward F/X contracts had a net
negative value of MNOK 1 308. In addi-
tion, the Group had MNOK 10 810 in
hedges of forecasted sales, measured at
the agreed exchange rates, consisting of
futures contracts worth MNOK 10 275,
and the remainder in options (risk reversal
structure). Hedges of forecasted sales had
a total net negative value of MNOK 1 454
at 31 Dec. 2008. At 31 Dec. 2007, the
hedges of forecasted sales had an excess
value of MNOK 202. The change in fair
value of the hedges of forecasted sales is
primarily attributable to the significant
changes in the exchange rates between
NOK and USD/EUR in the latter half of
2008. The Group has been able to take
advantage of exchange rate trends, and
the average exchange rate on signed proj-
ect hedges and hedges of forecasted sales
increased through 2008.

Capital structure
At 31 Dec. 2008, consolidated equity was
MNOK 1 894, equivalent to 15 per cent of
total assets. Equity decreased by MNOK
1218 due to the reduction in the fair
value of forward currency contracts and
options used to hedge forecasted sales.
The Group's net interest-bearing debt
aggregated MNOK 1 439 at 31 Dec. 2008,
compared with net cash reserves of MNOK
242 a year earlier. The Group's gross
interest-bearing liabilities mainly consist of
two bond loans totalling MNOK 700 and a
syndicated credit facility of MNOK 1 000.
The Group also has an undrawn syndicat-
ed credit facility of MNOK 800 until 31
Dec. 2010. The loans are conditional upon
net interest-bearing debt not exceeding
three times the EBITDA, although net
interest-bearing debt can be up to 3.5
times the EBITDA for a maximum of three
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consecutive quarters. KONGSBERG's gear-
ing ratio (NIBD/EBITDA) was 1.09 at
year-end 2008.

KONGSBERG's operations reflect the
Group's long-term perspective on both
implementation and strategy. This requires
predictable access to capital over time.
Consequently, the Group aims to be classi-
fied as having good creditworthiness with
its lenders and investors.

ACQUISITIONS

KONGSBERG has made several minor and
medium-sized acquisitions in recent years.
In December 2007, the Group signed a
contract to purchase the assets and busi-
ness of the American company Hydroid
Llc. The acquisition was completed in June
2008. The Group also acquired two other,
smaller companies in 2008: the American
simulator company GlobalSim Inc. and the
British sonar company GeoAcoustics Ltd.
Hydroid manufactures and supplies
autonomous underwater vehicles (AUVs)
destined for military and commercial mar-
kets the world over. The company was
established in 2001 to manufacture, sup-
port and further develop the technology
for the underwater vehicle REMUS, which
was developed and licensed through an
exclusive licence with the Woods Hole
Oceanographic Institution.

The acquisition of GlobalSim strength-
ens the Group's operations involving train-
ing simulators for maritime and offshore
applications, both of which are steadily
growing markets. The company has
extensive experience with simulation, and
the main product is a crane simulator to
optimise crane operations and the training
of crane operators. The company's most
important customers include the world's
major harbours and the US Armed Forces.

Kongsberg Maritime's
order backlog at year-end 2008
had a scope of

MNOK 7 105
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The British company GeoAcoustics has 30
years of experience in underwater acou-
stics and enjoys a good reputation on the
market, especially for side scanning sonars
and technology for sub-bottom profiling.
The acquisition will enhance KONGSBERG's
market position as GeoAcoustics' products
will expand the product portfolio.

The Group made several other small
strategic acquisitions in addition to the
above-mentioned acquisitions.

OPERATING CONDITIONS IN THE
BUSINESS AREAS
Kongsberg Maritime
The BA's operating revenues climbed by
32 per cent on the year. The EBITA was
MNOK 691 (MNOK 506), with an EBITA
margin of 10.8 per cent (10.4 per cent).
The BA reported smooth operations and
a strong performance on a competitive
market. The BA achieved improved pro-
fitability as a result of favourable market
conditions and emphasis on efficient per-
formance, not least by moving some value
creation closer to the customer. The high
backlog of orders provides a sound plat-
form for 2009. Owing to uncertainty on
the markets as a result of the turbulence
in the world economy, the Group is follow-
ing developments closely and has initiated
risk-mitigation measures. Sales orders in
2008 came to MNOK 7 733, up by 7 per
cent relative to 2007. The backlog of
orders at year-end 2008 had a scope of
MNOK 7 105, which translated into an in-
crease of MNOK 1 772 in 2008. The BA's
buoyant level of activity called for more
delivery capacity, and in 2008 Kongsberg
Maritime hired roughly 500 new employ-
ees. The acquisition of new enterprises
also expanded the BA's workforce by
nearly 300 new employees.

OPERATING REVENUES
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Kongsberg Maritime reported a strong
influx of new orders and high pace of de-
livery in all divisions in 2008. Many large,
important orders were completed during
the year. These include the delivery of
process control systems for a floating pro-
duction vessel (FPSO) that will operate on
Marathon Qil's Alvheim oil field on the
Norwegian Continental Shelf in the North
Sea, for Aker Floating Production's first
vessel for floating production, "AF
Dhirubhai 1". Substantial deliveries have
also been made to the world's largest
cruise ship "Oasis of the Seas". Dynamic
positioning systems for offshore vessels
have been a successful product for many
years, and the segment continued to
grow in 2008. Kongsberg Maritime has
maintained its strong position on the rig
market, especially in the product areas
dynamic positioning, navigation and auto-
mation. During the year, Kongsberg Mari-
time supplied equipment to two of the
world's largest drilling rigs, "Aker Spits-
bergen" and "Aker Barents", both of which
are built for use in polar areas. Growth
continued in 2008 in the subsea segment,
and the BA was strengthened by the ac-
quisition of Hydroid Llc. and GeoAcoustics
Ltd. The acquisition of the AUV company
Hydroid ensures better market access, a
broader product portfolio and a more pro-
nounced global presence. GeoAcoustics
brings with it further expertise in advanc-
ed sonar technology.

From 1 Jan. 2009, the Oil & Gas Divi-
sion was spun off as a separate business
area: Kongsberg Oil & Gas Technologies.
Financially, the BA will continue reporting
through Kongsberg Maritime.

Kongsberg Defence & Aerospace
Ordinary operating revenues climbed by

EBITA
KONGSBERG MARITIME
MNOK

800

600

400

200

0
03 04 05 06 07 08

21



(D The Group 1-15

33 per cent from 2007. The EBITA came to
MNOK 416 (MNOK 273), with an EBITA
margin of 9.3 per cent (8.2 per cent). The
largest contributor to the improvement
was weapon control systems, which was
more profitable as a result of a good mar-
ket and higher volumes.

The BA booked new orders worth
MNOK 6 835 (MNOK 7 085). Call-off
orders under the CROWS Il framework
contract signed in 2007 totalled NOK 2.52
billion. Including orders placed under the
CROWS framework agreement, signed
contracts for weapon control systems ag-
gregated NOK 4.2 billion. In December
2008, a contract was signed with the
Polish Armed Forces for the new Naval
Strike Missile (NSM). As the first export
contract for the system, it is considered an
international breakthrough for a system
that will be on the market for decades to
come. The special aspect of this contract
was that it also includes a command and
control system for coastal artillery corre-
sponding to KONGSBERG's renowned
NASAMS air defence system. This accords
the Group recognition as a systems inte-
grator. Contracts were signed with Brazil
and Turkey for delivery of Penguin missiles
for helicopter deployment. The Penguin
missile has been on the market for more
than 30 years and, thanks to regular up-
dates and modernisation, it continues to
be among the most advanced missiles in
its class. In 2008, important contracts
were also signed for upgrading Norwegian
mine-clearing vessels and Ula Class sub-
marines. Kongsberg Defence & Aerospace's
backlog of orders totalled MNOK 9 629
(MNOK 7 232) at year-end 2008.

In November, the Ministry of Defence
decided that today's F-16 fighter craft
would be replaced by the new F-35
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Lightning Il = Joint Strike Fighter (JSF). In
2007, KoNGSBERG commenced construc-
tion on a new composite plant in Kongs-
berg to make aircraft components in com-
posite and titanium for Norway's upcoming
fighter craft. The initial contract was sign-
ed with Lockheed Martin in July 2008 for
the production of components for the first
F-35 aircraft. The contract had a scope of
about NOK 1 billion. Norway's choice of
fighter craft makes it probable that this
contract will be expanded to apply to the
production of all F-35s, and would then
have a significant scope, ensuring com-
posite production in Kongsberg for several
decades to come.

Production capacity for the Protector
Remote Weapon Station increased sub-
stantially in 2008. Capacity doubled by
year end. This capacity expansion has
generally taken place in the USA. Deliv-
eries to the US Army, the largest single
customer for this system, will generally be
handled by the plant in the USA. It will
use American subcontractors, significantly
reducing the foreign currency risk inherent
in the projects. The first systems were de-
livered in autumn 2008.

As of 1 Jan. 2009, Kongsberg Defence
& Aerospace was divided into two busi-
ness areas: Kongsberg Defence Systems
and Kongsberg Protech Systems.
Kongsberg Defence Systems delivers mis-
siles, air defence systems, aerostructures,
command and control systems, aerospace-
related products and surveillance systems.
Kongsberg Protech Systems delivers the
Protector weapon control system.

RISK FACTORS AND RISK MANAGEMENT
The Group is exposed to different types of
risk, and the Board monitors the various
risk trends closely.
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The Board reviews operational reports on
a monthly basis, and the management
draws up quarterly risk reports. The Board
is of the opinion that there is a good
balance between overall risk and the
Group's capacity to deal with risk. Besides
day-to-day risk management, the Board
and management perform dedicated risk
analyses in connection with major invest-
ments, initiatives and acquisitions.

Financial risk
KONGSBERG has centralised management
of financial risk. The Board has adopted
guidelines for the Group's financial risk
management, as laid down in the cor-
porate Financial Policy. KONGSBERG aims to
limit financial risk and improve predictabil-
ity, while exploiting finance as a competi-
tive factor. KONGSBERG is vulnerable to
financial risk attached to credit risk, lig-
uidity and refinancing risk, currency risk,
interest rate risk and market risk attached
to financial investments.

Credit risk is the risk of loss if a party to
a contract defaults on its contractual obli-
gations. The customer base is well diversi-
fied and consists mainly of public institu-
tions and major private sector companies.
Historically, the Group has incurred rela-
tively modest losses on bad debts. How-
ever, the turmoil in the world economy in
general and in the shipyard and shipping
industry in particular has escalated credit
risk. Consequently, measures have been
implemented to limit risk exposure.

Liquidity and refinancing risk refers to
the risk that KONGSBERG will not be able
to meet its financial obligations as they
fall due. KONGSBERG's goal is to have an
average term to maturity on its long-term
credit facilities of more than two years.
At 31 Dec. 2008, the Group had an un-

Kongsherg Defence & Aerospace's
order backlog at year-end 2008
had a scope of

MNOK 9 629
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drawn syndicated credit facility of MNOK
800, which will extend until December
2010. The Group also has a credit facility
of MNOK 1 000, which will continue to
apply until 2013, as well as two bond
loans worth MNOK 400 and MNOK 300
and which will mature on 10 June 2009
and 30 March 2012, respectively. At 31
Dec. 2008, KONGSBERG had net interest-
bearing liabilities of MNOK 1 439. Due to
its high export share, KONGSBERG has sub-
stantial foreign currency exposure. The
Group's most important trading currencies
outside Norway are USD and EUR.
KONGSBERG's policy is to limit foreign cur-
rency risk while actively assessing various
currencies' importance as competitive
parameters. The Group hedges all contrac-
tual currency flows, as well as parts of the
Group's anticipated new orders.

For more details about of the Group's
financial risk management, see Note 5
"Management of capital and financial risk".

Operational risk

The Group's revenues are mainly generat-
ed by systems of great technological com-
plexity. Deliveries are generally organised
as projects. Effective project management
is an important success factor for reducing
operational risk. KONGSBERG has establish-
ed a project management process based
on internal and external 'best practice'. All
project managers undergo an in-house
training programme on the project man-
agement process.

Projects' earnings are contractualised,
so any uncertainty is attached to assess-
ments of remaining costs and the accrual
of projects' earnings. The Group has estab-
lished principles for categorising projects
in terms of technological complexity and
development content, paving the way for
valuations of 'profit at risk' and taking to
account the profits from the projects. The
'profit at risk' refers to the profit retained
in the projects until the uncertainty has
been eliminated.

Given the uncertainty in the shipyard
industry, the Board considers the risk of
cancellations and postponements of deliv-
eries to have increased. The situation is be-
ing monitored closely, and measures have
been instituted to mitigate the Group's
exposure in the event of cancellations.
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Risk related to non-compliance with non-
financial conditions

The Group worked throughout 2008 to
update and develop a regulatory frame-
work and follow-up systems for dealing
with risks related to non-financial condi-
tions such as anti-corruption, competition
reqgulations, health, safety and the en-
vironment, etc. As from 1 Jan. 2009, the
Group set up a new corporate function,
i.e. a compliance officer, taking the efforts
to further develop compliance and report-
ing systems into a new phase. The com-
pliance officer is responsible for develop-
ing, maintaining and following up the
Group's compliance system.

The Group's compliance system is in-
tended to ensure compliance with relevant
rules and regulations, KONGSBERG's cor-
porate Code of Ethics, and the corporate
governance documents. The Board of Di-
rectors bears the ultimate responsibility for
the Group having a good compliance sys-
tem. The responsibility for instruction and
training as well as for day-to-day compli-
ance with legislation, guidelines and
governance documents is vested in line
management. The CEO is responsible for
ensuring that the Group is organised in a
manner that facilitates this arrangement.

Market risk
Business risk is related to market condi-
tions, competitors and other general
business conditions prevailing in the mar-
kets in which KONGSBERG operates.
KONGSBERG enjoys good positions in
shipping, offshore and defence markets,
and has a record-high backlog of orders.
In the short term, the Group's results are
therefore not expected to be affected to
any great extent by downturn in the world
economy. However, the Group's risk has
increased due to cancellations in the ship-
yard industry and cutbacks in defence
spending in several countries. In time, a
general, long-term economic downturn
will impact the Group's level of activity.
The Group operates in several markets
that are largely influenced by independent
drivers. General cyclical economic trends
will affect these markets to different de-
grees and at different times.

CORPORATE SOCIAL RESPONSIBILITY AND
THE ENVIRONMENT
The Board emphasises that KONGSBERG
is committed to acting in an ethically, en-
vironmentally and socially responsible
manner. KONGSBERG strives to achieve sus-
tainable development, i.e. to strike a good
balance between financial results and
social and environmental responsibility.
The Group's corporate Code of Ethics
was revised in spring 2008. It will be eval-
uated at least every second year. This will
be done to reflect general advances in the
area. By the end of 2009, all KONGSBERG
employees are to have undergone training
in respect of the revised Code.
KONGSBERG's activities mainly consist of
the development of software and systems
integration. The Group is only marginally
affected by environmental requlations rela-
tive to its own operations. Nonetheless it
is important to the Board that the Group
concentrates on pro-active environmental
initiatives that focus on reducing green-
house gas emissions. These measures are
being implemented both within product
development and intra-Group. For a more
detailed description of the Group's CSR
and environmental work, please see the
environmental segment of the Sustain-
ability Report, which has been endorsed
by the Board.

HEALTH, SAFETY AND THE ENVIRONMENT
(HSE)

The Board ensures that health, safety and
environmental issues are addressed in a
manner that promotes job satisfaction and
a good working environment. A basic
principle for working with HSE is that the
work should be preventative. Responsibili-
ty for HSE is assigned to the local man-
agers, but active involvement and good
routines at every level of the organisation
are prerequisites for success.

The Board follows up HSE work closely,
reviewing the HSE reports every quarter.
In 2008, special attention was devoted to
HSE training for line supervisors and stress
management courses for employees, as
well as to further improving the proce-
dures for reporting incidents in the BAs.
The reporting procedures of the foreign
subsidiaries have gradually improved, and
collecting figures on absence due to ill-
ness and work-related accidents from the
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international offices has become a natural
part of HSE reporting. In 2008, fractional
reporting (operators and salaried employ-
ees) was introduced for absence due to
illness in Norway.

There were a total of 33 work-related
accidents in the Group in 2008, compared
with 28 in 2007. Of that number, 15 were
minor accidents that required no treatment,
and seven were accidents that required
medical attention. Eleven work-related ac-
cidents were classified as near-accidents,
eight of which called for follow up. The
Group had no high-risk incidents in 2008.
No occupational diseases or work-related
fatalities were recorded in 2008. Total
absence due to illness declined from 2.5
per cent in 2007 to 2.4 per cent in 2008.

HSE work is performed in the BAs. All
employees in Norway have access to com-
pany health services. In the case of our
foreign business operations, this varies in
accordance with local practices and
legislation.

KONGSBERG has many employees out-
side Norway and the number is rising.
KONGSBERG's growing international pres-
ence calls for more insight into HSE issues
in the countries in question.

SHARES AND SHAREHOLDERS

The price of the KONGSBERG share declin-
ed from NOK 339 at end-2007 to NOK
328 at end-2008. This translated into mar-
ket capitalisation of MNOK 9 840 at the
end of 2008. Including the dividend of
NOK 5.00 per share, the return on invest-
ments came to minus 1.8 per cent in
2008. During the same period, the Oslo
Stock Exchange's All-Share Index had a
negative yield of 54 per cent. At 31 Dec.
2008, KoNGSBERG had 6 048 shareholders,
up 678 on the year. KONGSBERG had 415
foreign shareholders who collectively held
5.79 per cent of the shares (3.78 per
cent). The State, as represented by the
Ministry of Trade and Industry, is still the
largest owner with 50.001 per cent of the
shares. Counted together, the 10 largest
shareholders owned 82.21 (83.18) per
cent of the shares.

In 2008, approx. 3 million (about 4.2
million) KONGSBERG shares were traded,
divided among 14 810 (5 158) transac-
tions. The liquidity of the share is still low,
but the company works actively to pro-
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mote interest in the share by addressing
the investor market more actively.

In summer 2008, the Group's employee
share programme was conducted for the
11th time. A total of 133 612 (144 112)
shares were sold at NOK 300 (a 20 per
cent discount on the market price). A total
of 1441 (875) employees took advantage
of the offer. See Note 25 "Share capital
and share premium” for a more detailed
account of the share programme.

At year-end 2008, more than 1 500
(1 000) employees owned a total of about
750 000 (650 000) shares in KONGSBERG.
This corresponds to roughly 2.5 (2.2) per
cent of the shares.

PERSONNEL AND ORGANISATION
Continuous efforts are made to adapt the
organisation to KONGSBERG's markets. At
year end, the Group had 5 243 employees,
28 per cent of whom work outside Norway.
Kongsberg Maritime and Kongsberg De-
fence & Aerospace had 3 309 and 1 831
employees, respectively, at year-end. The
parent company, Kongsberg Gruppen ASA,
had 41 employees.

Competition is keen for good engineers
in Norway, but the Group enjoyed satis-
factory access to expertise in 2008. Efforts
are also being made to exploit the poten-
tial offered by the new international
ventures. This is cost effective at the same
time as it build affiliations with the local
communities. One of the Group's goals is
for the foreign companies to be staffed by
local employees insofar as possible.

One important prerequisite for long-
term success is that KONGSBERG manages
employees' expertise in a satisfactory
manner. To enhance the Group's ability to
revitalise and improve decision-making
processes, the goal is to cultivate diversity
so that people of different backgrounds,
cultures, educations and ways of thinking
are represented. Efforts are being made to
enhance the exchange of expertise and
employees among the BAs. Good work
processes and development opportunities
are also important instruments for recruit-
ing and retaining good employees.

KONGSBERG attaches a great deal of im-
portance to human resource development,
and works continuously to further develop
and coordinate the courses and training
programmes offered to our employees.
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KONGSBERG invests in leadership develop-
ment. Good expertise and capacity on the
part of the managers in the Group are
among the most instrumental elements in
the realisation of KONGSBERG's strategy.
Consequently, the programme "The next
generation of leadership development at
KONGSBERG" was initiated in 2008. Through
this programme, the Group will further de-
velop systems and processes for develop-
ing, following up and measuring leaders
and, in so doing, over time build up more
leadership capacity, expertise, mobility
and resilience.

At year end, 1 025 women (19.5 per
cent) were employed by the Group (19.5
per cent in 2007). Of the total number of
managerial positions in the Group, 950
(13.3 per cent) were occupied by women
(13 per cent in 2007). The percentage of
women recruited is on a par with the per-
centage of women educated in the areas
of technology that are pre-dominant at
KoNcsBERG. Generally speaking, there are
still few women in senior managerial posi-
tions so KONGSBERG will continue to strive
to increase the percentage of female lead-
ers and to promote the recruitment of
women to technical positions. As for the
Board of Directors, two of the five share-
holder-elected directors are women.

Cooperation with the trade unions
through the established cooperation and
co-determination schemes is good, pro-
viding valuable contributions to meeting
the Group's challenges in a constructive
manner. The Board of Directors would like
to thank all employees for their sterling
efforts and contributions to the admirable
headway made by the Group in 2008. In
the light of the strong progress made
throughout 2008, the Board has decided
to pay all employees a bonus on a par with
the one paid last year.

CORPORATE GOVERNANCE

KONGSBERG's objective is to protect and
enhance stakeholder value by engaging in
profitable, growth-oriented industrial de-
velopment in a long-term, international
perspective. Good corporate governance
and leadership will ensure optimal value
creation, while making sure that the
Group's resources are used in an efficient,
sustainable manner. The value added
should benefit shareholders, employees

KONGSBERG — ANNUAL REPORT AND SUSTAINABILITY REPORT 2008



and society-at-large. The Board attaches
importance to reviewing the Group's cor-
porate governance documents annually
and updating them to comply with the
Norwegian Code of Practice for Corporate
Governance insofar as possible. The de-
scription on pages 96 to 101 is based on
the latest revised version of the Norwe-
gian Code of Practice for Corporate Gov-
ernance (4 Dec. 2007).

For compensation to executive manage-
ment and the Board, see Note 31 to the
Consolidated financial statements.

PROSPECTS FOR 2009

Kongsberg Maritime's goal is to maintain
strong market positions. The BA is con-
tinuing its strong focus on the offshore
market. In the market for merchant vessels,
shipyards are experiencing high capacity
utilisation and, as a result, delivery times
for new vessels are long. The pace of con-
tracting new vessels at the shipyards is ex-
pected to slow down for some time to
come. KONGSBERG is experiencing an in-
crease in after-sales and customer sup-
port.

Kongsberg Maritime operates in mar-
kets that are affected by the turbulence in
the global economy. The markets may be
susceptible to cancellations and postpone-
ments. In the Board's opinion, capacity
utilisation and the workload will be good
throughout most of 2009, but trends are
being monitored carefully and several risk
mitigation measures have been initiated.

Kongsberg Defence Systems and
Kongsberg Protech Systems expect a con-
tinued strong influx of new orders and ac-
tivities. The focus on advanced composite
components for the aviation industry con-
tinues, as significant marketing efforts are
being made to prepare the ground for
sales and further development of missiles.

Kongsberg, 19 March 2009

\h/hw %mx%%w

Finn Jebsen Benedicte Berg Schilbred
Chair Deputy chair
Roar Marthiniussen Audun Solas
Director Director
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The strong order situation in the market
for weapon control systems is expected to
continue. There are a myriad of new op-
portunities on this market with a view to
existing as well as new customers.

KONGSBERG has good positions in the
shipping/offshore and defence markets,
and has a record-high backlog of orders.
Consequently, in the short term the
Group's results will not be very strongly
affected by the downturn in the world
economy. Cancellations in the shipyard
industry, reduced defence budgets in
several countries and a general and lasting
economic downturn have increased the
Group's risk. Over time, they may affect
the Group's level of activity.

The NOK/USD and the NOK/EUR ex-
change rates are of great importance for
the Group. Steps are taken on an ongoing
basis to reduce the Group's foreign ex-
change exposure. Besides hedging all
signed contracts, the Group hedges a per-
centage of anticipated new orders.

Measures have been taken to strength-
en the Group's balance sheet by improv-
ing the cash flow and the efficiency of
tied-up capital.

KONGSBERG is in a good position at the
outset of 2009, offering a sound platform
for further operations. However, it is hard
to tell how markets will develop in the lat-
ter part of 2009. The Board is following
the situation closely and, in addition to
the measures already initiated, will con-
sider further operational adjustments.

NEW CEO

Jan Erik Korssjeen, CEO of KONGSBERG
since 1999, opted to retire on 1 March
2008. During his years at the helm,
KONGSBERG has made great strides and the
Board would like to express its gratitude
and acknowledge his outstanding contri-

o

Siri Hatlen
Director

Erik Must
Director

/e
Kai Johansen
Director

butions to this success. The Board ap-
pointed Walter Qvam as Mr Korssjgen's
successor. Mr Qvam has extensive experi-
ence of the management of Norwegian
and international companies. He took over
as CEO on 1 March 2008.

PROFIT/LOSS AND ALLOCATIONS

In 2008, the parent company Kongsberg
Gruppen ASA reported a negative result

for the year of MNOK 102. The Board of
Directors proposes the following alloca-

tions for Kongsberg Gruppen ASA:

Dividends MNOK 165
From other equity MNOK (267)
Total allocations MNOK (102)

The proposed dividend accounts for about
30 per cent of this year's profit before
non-recurring items, which is compatible
with the Group's dividend policy.

At 31 Dec. 2008, distributable reserves
totalled MNOK 114.

STATEMENT FROM THE DIRECTORS AND
THE CEO

We confirm that the financial statements
for the period from 1 Jan. to 31 Dec. 2008
have, to the best of our conviction, been
drawn up in accordance with current ac-
counting standards and that the informa-
tion in the financial statements gives a
true picture of the company's and the
Group's assets, liabilities, financial posi-
tion and performance as a whole, and that
the information in the Director's Report
gives a true picture of the development,
earnings and position of the company and
the Group, along with a description of the
principal risks and uncertainties the com-
pany faces.

%%W

John Giverholt
Director

Nates &/ (%

Walter Qvam
CEO
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Financial Statements

Consolidated income statement

for the year ended 31 December
Kongsberg Gruppen (The Group)

Amounts in MNOK Note 2008 2007 2006
Revenues 7 11 056 8306 6720
Gain on disposal of property 7 - 253 -
Total revenues 11 056 8559 6720
Raw materials and consumables 8 (4 822) (3378) (2802)
Personnel expenses 9,10 (3365) (2822) (2326)
Non-recurring effect of settlement of the pension scheme 10 - 341 -
Other operating expenses 11 (1 550) (1 140) (965)
Earnings before interest, taxes, depreciation and amortisation (EBITDA) 1319 1560 627
Depreciation 12 (197) (170) 163)
Earnings before interest, taxes and amortisation (EBITA) 1122 1390 464
Amortisation 13 (84) (44) (16)
Earnings before interest and tax (EBIT) 1038 1346 448
Financial income 16 71 5 6
Impairment/loss on financial assets 16,19, 20 (138) - -
Other financial expenses 16 (110) 72) (64)
Profit before taxes 861 1279 390
Income tax expense 17 274) (293) (138)
Profit for the year 587 986 252
Attributable to:

Equity holders of the company 583 981 249
Minority interests 4 5 3

Earnings per share in NOK
- profit for the year / profit for the year, diluted 18 19.44 3271 8.30
- profit before non-recurring items 18 19.44 16.17 830
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Consolidated balance sheet at 31 December

Kongsberg Gruppen (The Group)

Amounts in MNOK Note 37 Dec 08 31 Dec 07
ASSETS
Non-current assets
Property, plant and equipment 12 1863 1206
Goodwill 13,14 1737 1364
Other intangible assets 13,14 642 397
Available-for-sale shares 19 260 356
Other non-current assets 20 161 152
4663 3475
Current assets
Inventories 8 2693 1534
Receivables 21 2515 1690
Projects in progress 22 1610 968
Project accruals, assets 22 560 114
Derivatives 23 126 486
Cash and short-term deposits 24 283 947
7787 5739
Total assets 12 450 9214
EQUITY, LIABILITIES AND PROVISIONS
Equity
Share capital 150 150
Share premium 832 832
Hedge reserve (963) 284
Fair value of shares 24 90
Translation differences 38 (54
Retained earnings 1797 1445
1878 2747
Minority interests 16 1
Total equity 25,26 1894 2758
Non-current liabilities and provisions
Long-term interest-bearing loans 23 1722 705
Pension liabilities 10 323 336
Derivatives 23 13 6
Provisions 27 102 106
Deferred tax liability 17 332 772
Other non-current liabilities 28 60 217
2552 2142
Current liabilities and provisions
Prepayments from customers 22 1320 1938
Project accruals, liabilities 22 808 575
Derivatives 23 2903 34
Provisions 27 370 357
Other current liabilities 28 2 603 1410
8 004 4314
Total liabilities and provisions 10 556 6 456
Total equity, liabilities and provisions 12 450 9214

Kongsberg, 19 March 2009

Finn dicte Berg Schilbred
Chair Deputy chair
b Moo S, /U
Roar Marthiniussen Audun Solas
Director Director
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Siri Hatlen John Giverholt
Director Director
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Walter Qvam

CEO
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Consolidated cash flow statement
for the year ended 31 December

Kongsberg Gruppen (The Group)
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Amounts in MNOK Note 2008 2007
Profit for the year 587 986
Depreciation on property, plant and equipment 197 170
Amortisation on intangible assets 84 44
Impairment/loss on financial assets 138 -
Net other financial expenses 39 67
Gain on disposal of property = (253)
Gain on changes in pension plan - 341)
Income tax expense 274 293
Earnings before tax prior to depreciation, amortisation and non-recurring items 1319 966
Adjusted for

Change in prepayments from customers 150 441
Change in project accruals 233 304
Change in other current liabilities 917 348
Change in inventories (1159) (421)
Change in receivables 617) (186)
Changes in projects in progress (245) (230)
Change in other accrual items (475) (159)
Income tax paid (149) (26)
Net cash flow from operating activities (26) 1037
Cash flow from investing activities

Proceeds from sale of property shares - 571
Proceeds from sale of property, plant and equipment 12 5 10
Purchase of property, plant and equipment 12 (816) (432)
Capitalised proprietary intangible assets 13 (55) 72)
Acquisition of subsidiaries and minority 6 (544) (281)
Net payment of loans and acquisition of shares 19, 20 74) (134)
Net cash flow from investing activities (1 484) (338)
Cash flow from financing activities

Proceeds from loan 1017 -
Repayment of loans - (300)
Interest received 80 5
Interest paid (120) (59)
Net payments for the purchase/sale of treasury shares a4 2)
Dividends paid to equity holders of the company (150) 75)
Net cash flows used in financing activities 813 441
Effect of changes in exchange rates on cash and short-term deposits 33 22)
Net change in cash and short-term deposits (664) 236
Cash and short-term deposits at 1 Jan. 947 711
Cash and short-term deposits at 31 Dec. 283 947
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Consolidated statement of recognised income and expense
for the year ended 31 December

Kongsberg Gruppen (The Group)

Amounts in MNOK

Note 2008 2007 2006

Change in the fair value of shares and hedging instruments and deferred income in connection with cash flow hedges

— Change, cash flow hedges

- Change, interest swap agreements

- Change, shares available for sale
Recognised actuarial gains/losses on pension expenses
Foreign currency translation

Tax on items recognised directly in equity

Income and expenses recognised directly in equity
Profit for the year

Total recognised income and expenses

Attributable to:
Equity holders of the company
Minority interests

16, 23 (1728) 270 an
16,23 4 14 29
19 (66) (25) 87
10 112) 26 (118)
92 (29) (20)
516 (87) 28
(1302) 169 5)
587 986 252
26 (715) 1155 247
(719) 1150 244
4 5 3

Notes
Kongsberg Gruppen (The Group)

General information

Kongsberg Gruppen ASA (KONGSBERG) is a public limited liability company
headquartered in Kongsberg, Norway. The company's shares are traded on the
Oslo Stock Exchange. The Board of Directors adopted KONGSBERG's consolidated
financial statements for the year ended at 31 December 2008 at its meeting on
19 March 2009. The consolidated accounts for 2008 include the parent company