Ionatron Reports fourth Quarter and full year 2006 Financial Results 
TUCSON, Ariz.—March 15, 2006--Ionatron, Inc., (Nasdaq:IOTN) a Laser Guided Energy (LGE (™) Company developing next generation Directed Energy Weapons, today reported financial results for the fourth quarter and full year ended December 31, 2006. The Company will host a live conference call today, March 15, 2007 at 11:00AM (Eastern Daylight Time).

2006 and Fourth Quarter Business Highlights
· Independent test of our latest CIEDS products by USMC/USN team was directed by Congress in late 2006
· Tests completed in mid-Q1 2007

· Results will be reported by Test Team to Congress 
· Sole source contract pending for further development of our LGE technology
· Progress continues on achieving LGE milestones and deliverables
· Seven additional patents filed and several secrecy orders processed

· Strengthened balance sheet through a 2006 stock sale
· New Management Team

Dana Marshall, President and Chief Executive Officer stated, “2006 was a year of transition for Ionatron.  We were presented with immense challenges and we have responded.  We have invested in and have been working diligently to create and capture important opportunities for our technology and products.  We believe these opportunities are advancing on multiple fronts.  Operationally, we have made management changes to adapt the company’s evolution and focus from one of concept and demonstration to engineering, development and manufacturing.  As a result of these and other initiatives we feel that we are well positioned for 2007 and that we have laid the foundation of a powerful long-term strategy.”
Fourth Quarter and Year End 2006 Financial Results

Revenue for the fourth quarter of 2006 was approximately $1.4 million, compared to approximately $6.1 million for the same period last year. Revenue for the twelve-months ended December 31, 2006 was approximately $10.0 million, compared to approximately $18.9 million for the comparable period last year. The decrease in revenue of approximately $4.7 million for the fourth quarter and $8.9 million for the twelve-month period was primarily attributable to the completion of certain Ionatron government contracts initiated and performed in 2005 and substantially completed in early 2006 related to our counter-IED (Improvised Explosive Device) technologies and slower than originally expected contract awards for our core Laser Guided Energy (“LGE”) related projects.
Effective January 1, 2006, the Company adopted Statement of Financial Accounting Standards No. 123(R), "Share-Based Payment," ("SFAS 123(R)") which requires the measurement and recognition of compensation expense for all share-based payment awards made to employees and directors, based on estimated fair values. The Company elected to adopt the modified prospective transition method as provided by SFAS 123(R) and, accordingly, prior year results have not been restated. Stock-based compensation expense recognized under SFAS 123(R) for the three-months ended December 31, 2006 was $0.4 million and $3.3 million for the twelve-month period, whereas there was no stock-based compensation expense recognized in 2005.

As noted above, since the Company adopted the provisions of SFAS 123(R) on a modified prospective basis, we did not adjust prior year reported results. If compensation expense was recorded for share based payments in the fourth quarter and twelve-month period ending December 31, 2005, pro forma net loss, including stock based compensation, would have been ($1.0) million, or ($0.01) per basic and diluted share and ($7.9) million, or ($0.11) per diluted share, respectively. 

Net loss attributable to common stockholders for the fourth quarter of 2006 was ($6.2) million, or ($0.08) per basic and diluted share compared to the prior-comparable period net loss of ($0.1) million or $0.00 per basic and diluted common share. Net loss attributable to common stockholders for the twelve-months ended December 31, 2006 was ($18.7) million or ($0.25) per basic and diluted share compared to a net loss attributable to common stockholders for the comparable period in 2005 of ($3.8) million or ($0.05) per basic and diluted common share. This loss widened primarily due to un-contracted research and development activities initiated to further enhance future product offerings, non-cash equity compensation, and in the fourth quarter we determined that the fair values of our goodwill and North Star tradename intangible assets were below their carrying values and recorded an impairment charge of approximately $1.5 million for goodwill and $0.6 million for North Star tradename.
At December 31, 2006, the Company had approximately $30.6 million in cash and cash equivalents and securities available-for-sale as compared to $12.4 million in cash and cash equivalents and securities available-for-sale at December 31, 2005.
As of December 31, 2006 the Company had a backlog of $4.2 million, which is expected to be completed within the next twelve-months. This backlog does not include proposals and contracts under negotiation.
Conference Call

As previously announced, Ionatron will host a conference call on March 15, 2007, at 11:00 a.m. (Eastern Daylight Time). Shareholders and other interested parties may participate in the conference call by dialing +1 800-561-2731 (domestic) or +1 617 614 3528 (international) and entering access code 71090829, a few minutes before 11:00 a.m. EDT on March 15, 2007. The call will also be broadcast live on the Internet at www.streetevents.com, www.fulldisclosure.com and www.ionatron.com.

A replay of the conference call will be accessible two hours after its completion through March 22, 2007 by dialing +1 888 286 8010 (domestic) or +1 617 801 6888 (international) and entering access code 12221749. The call will also be archived for 90 days at www.streetevents.com, www.fulldisclosure.com and www.ionatron.com.
About Ionatron Inc.

Ionatron, Inc. is a solution provider that develops and markets Laser Guided Energy (LGE(™)) and related products to defense and security customers for unique applications worldwide. Ionatron has significant expertise in the application of high-power lasers, optics and energy management technologies. Headquartered in Tucson, Arizona, Ionatron is focused on solving technology problems directly for its government and security-conscious customers. For more information about Ionatron, please visit www.ionatron.com.

"Safe Harbor" Statement under the Private Securities Litigation Reform Act of 1995:

Certain statements contained in this News Release constitute "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. Such forward-looking statements involve a number of known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of the Company to be materially different from any future results, performance or achievements expressed or implied by such forward-looking statements.

Such factors include, but are not limited to: the dependence on sales of a limited number of products and the uncertainty of the timing and magnitude of government funding and orders, dependence on sales to government customers; the uncertainty of patent protection; the uncertainty of strategic alliances; the uncertainty of management tenure; the impact of third-party suppliers' manufacturing constraints or difficulties; management's ability to achieve business performance objectives, market acceptance of, and demand for, the Company's products, and resulting revenues; development and testing of technology and products; manufacturing capabilities; impact of competitive products and pricing; litigation and other risks detailed in the Company's filings with the Securities and Exchange Commission. The words "looking forward," "believe," "demonstrate," "intend," "expect," "contemplate," "estimate," "anticipate," "likely" and similar expressions identify forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date the statement was made. Ionatron undertakes no obligation to update any forward-looking statements contained in this news release.
Contact:

Kevin McGrath

Cameron Associates

212.245.4577
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Revenue

 $              1,420,444 

 $           6,129,974 

Cost of revenue                  1,791,657                6,016,414 

Gross profit (loss)

                  (371,213)                  113,560 

Operating expenses:

General and administrative                  3,254,976                   164,098 

Selling and marketing                     223,613                   149,477 

Research and development                     327,166                   542,930 

Impairment of assets                  2,090,884                             -   

Total operating expenses 

                 5,896,639                   856,505 

Operating loss

               (6,267,852)                 (742,945)

Other income (expense)

Interest expense                       (1,516)                   (47,030)

Interest income                     333,116                     81,379 

Other income                              -                     812,689 

   Total other income (expense)

                    331,600                   847,038 

Loss before provision for income taxes

               (5,936,252)                  104,093 

Provision (benefit) for income taxes                     (78,589)                      9,067 

Net Loss

               (5,857,663)                    95,026 

Preferred stock dividend                   (295,099)                 (215,936)

Net loss attributable to common stockholders

 $            (6,152,762)  $             (120,910)

Net loss attributed to common stockholders per

  common share – basic and diluted

(0.08) $                       (0.00) $                   

Weighted average number of common shares

  outstanding, basic and diluted  78,125,274 71,766,778

IONATRON, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE MONTHS ENDED 

DECEMBER 31

 

,
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Revenue

 $            10,029,755 

 $         18,875,928 

Cost of revenue                10,121,143              17,757,305 

Gross profit (loss)

                    (91,388)               1,118,623 

Operating expenses:

General and administrative                11,963,302                3,613,151 

Selling and marketing                     643,384                   525,067 

Research and development                  3,571,262                1,266,382 

Impairment of assets                  2,090,884                             -   

Total operating expenses 

               18,268,832                5,404,600 

Operating loss

             (18,360,220)

(4,285,977)

Other income (expense)

Interest expense                     (13,001)                 (227,106)

Interest income                     812,311                   111,760 

Other income                            544                   815,134 

   Total other income (expense)

                    799,854                   699,788 

Loss before provision for income taxes

             (17,560,366)              (3,586,189)

Provision (benefit) for income taxes                     (46,488)                    38,414 

Net Loss

             (17,513,878)              (3,624,603)

Preferred stock dividend                (1,200,476)                 (215,936)

Net loss attributable to common stockholders

 $          (18,714,354)  $          (3,840,539)

Net loss attributed to common stockholders per

  common share – basic and diluted

(0.25) $                       (0.05) $                   

Weighted average number of common shares

  outstanding, basic and diluted  74,933,913 71,334,830

IONATRON, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEAR ENDED 

DECEMBER 31

 

,
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ASSETS

Current assets

Cash and cash equivalents 22,123,792 $                371,248 $                   

Accounts receivable - net 1,258,363                     5,367,691                   

Securities available for sale 8,500,000                     12,000,000                 

Inventory 2,214,471                     1,348,700                   

Prepaid expenses 639,728                        486,478                      

Other receivables 2,918                            20,085                        

Total current assets                  34,739,272                   19,594,202 

Property and equipment - net                    2,205,278                     1,732,796 

Goodwill                                 -                       1,487,884 

Intangible assets - net                       135,300                        787,500 

Other assets                         72,776                          50,449 

TOTAL ASSETS  $              37,152,626   $              23,652,831 

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities

Accounts payable 570,572 $                     997,589 $                   

Accrued expenses 638,925                        481,156                      

Accrued compensation 818,779                        391,912                      

Customer deposits 284,279                        19,500                        

Insurance premium financing -                               216,043                      

Billings in excess of costs -                               84,208                        

Current portion of capital lease obligations 46,974                          37,617                        

Total current liabilities 2,359,529                     2,228,025                   

Capital lease obligation 30,536                          62,290                        

Deferred tax liabilities     -                               47,991                        

Deferred rent 112,641                        82,623                        

Total liabilities 2,502,706                     2,420,929                   

Commitments and contingencies

Stockholders’ equity

Series A convertible preferred stock, $.001 par value, 

   2,000,000 shares authorized and 690,000 shares

   issued and outstanding at December 31, 2006; 720,000

   shares issued and outstanding at December 31, 2005. 

   (Liquidation preference $17,249,000) 690                               720                             

Common stock, $.001 par value, 100,000,000 shares

   authorized; 78,171,267 shares issued and outstanding

   at December 31, 2006; 71,996,111 shares issued and

   outstanding at December 31, 2005 78,171                          71,996                        

      Additional paid-in capital 60,488,633                   28,044,794                 

      Accumulated deficit (25,917,574)                 (6,885,608)                  

Total stockholders’ equity 34,649,920                   21,231,902                 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  $              37,152,626   $              23,652,831 

DECEMBER 31

 

,

IONATRON, INC.

CONSOLIDATED BALANCE SHEETS
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