Ionatron Reports THIRd Quarter 2006 Financial Results 
TUCSON, Ariz.--Nov. 9, 2006--Ionatron, Inc., (Nasdaq:IOTN) a Laser Guided Energy (LGE(TM)) Company developing next generation Directed Energy Weapons, today reported financial results for the three-months ended September 30, 2006. The Company will host a live conference call Thursday, November 9, 2006 at 11:00 a.m. (Eastern Standard Time).
Third-Quarter and Year-to-Date 2006 Business Update

During the past few months Ionatron has experienced several meaningful changes that will assist in the advancement of its business. Such changes include:

· A new President and CEO was appointed during the third-quarter

· Met important contract achievements and milestones

· Several strategically important new contracts awarded

· Received Congressional direction to test counter-IED system

· North Star relocated to Tucson and now performing well

· Seven additional patents filed and several secrecy orders processed

· Strengthened our balance sheet through a stock sale

· Expanded licensing agreements

Dana Marshall, President and Chief Executive Officer stated, “I am excited with the technical achievements of the Company during the third quarter, and pleased by the progress that we are making in transforming the Company from its technology development and demonstration roots to its future in quality engineering design and production. I am also very satisfied with the improvements that we have made so far in cost control and lining up new contract opportunities. I am confident of this Company’s future and our long-term value to our investors.”
Third-Quarter and Year-to-Date 2006 Financial Results

Revenue for the third quarter of 2006 was $1.5 million, compared to $6.2 million for the same period last year. Revenue for the nine-months ended September 30, 2006 was $8.6 million, compared to $12.7 million for the comparable period last year. The decrease in revenue of approximately $4.7 million for the third-quarter and $4.1 million for the nine-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 September 30, 2006 was $0.9 million and $2.9 million for the nine-month period, whereas there was no stock-based compensation expense recognized in 2005.

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 third quarter and nine-month periods ending September 30, 2005, adjusted net loss, including stock based compensation, would have been $0.7 million, or $0.01 per basic and diluted share and $6.9 million, or $0.10 per diluted share, respectively. Adjusted net loss is considered non-GAAP financial information and a reconciliation of reported net loss to adjusted net loss is included in the attached financial tables presented below.

Net loss attributable to common stockholders for the third quarter of 2006 was $3.7 million, or $0.05 per basic and diluted share compared to the prior-comparable period net loss of $0.4 million or $0.01 per basic and diluted share. Net loss for the nine-months ended September 30, 2006 was $12.6 million or $0.17 per basic and diluted share compared to a net loss for the comparable period in 2005 of $3.7 million or $0.05 per basic and diluted share. This loss widened primarily due to un-contracted development activities initiated to further enhance future product offerings as well as a substantial period-over-period reduction in absorbed cost of sales and marketing, general and administrative and research and development activities.
At September 30, 2006, the Company had approximately $32.3 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 September 30, 2006 the Company had a backlog of $4.7 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 November 9, 2006, at 11:00 a.m. (Eastern Standard Time). Shareholders and other interested parties may participate in the conference call by dialing +1 800-591-6923 (domestic) or +1 617 614 4907 (international) and entering access code 18038625, a few minutes before 11:00 a.m. EST on November 9, 2006. 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 November 16, 2006 by dialing +1 888 286 8010 (domestic) or +1 617 801 6888 (international) and entering access code 74932880. 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(TM)) 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.
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ASSETS (Unaudited) (Audited)

Current assets

Cash and cash equivalents $                  23,817,395 $ 371,248

Accounts receivable - net                    1,925,738  5,367,691

Inventory                    2,682,941  1,348,700

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

Prepaid expenses and deposits                       296,546  486,478

Other receivables                           2,690  20,085

Total current assets                  37,225,310                   19,594,202 

Property and equipment - net                    2,359,164                     1,732,796 

Other assets                         65,813                          50,449 

Goodwill                    1,487,884                     1,487,884 

Intangible assets - net                       750,600                        787,500 

TOTAL ASSETS $                  41,888,771 $ 23,652,831

LIABILITIES AND STOCKHOLDERS’ EQUITY 

Current liabilities

Accounts payable $                       440,164 $ 997,589

Accrued expenses                       532,900  500,656

Accrued compensation                       520,488  391,867

Withholding taxes payable                         36,762  45

Insurance premium financing -                               216,043

Billings in excess of costs -                               84,208

Current portion of capital lease obligations                         46,146  37,617

 Total current liabilities                    1,576,460  2,228,025

Capital lease obligations                         42,595  62,290

Deferred tax liabilities                         78,589  47,991

Deferred rent                       105,052  82,623

Total liabilities                    1,802,696  2,420,929

Commitments and contingencies

Stockholders’ equity

Series A Convertible Preferred stock, $.001 par value, 2,000,000 shares

  authorized and 710,000 shares issued and outstanding at September 30,

  2006; 720,000 shares issued and outstanding at December 31, 2005.                              710                               720 

Common stock, $.001 par value, 100,000,000 shares authorized; 78,001,825

  shares issued and outstanding at September 30, 2006; 71,996,111 shares

  issued and outstanding at December 31, 2005                         78,002                          71,996 

Additional paid-in capital                  59,477,040                   28,044,794 

Accumulated deficit (19,469,677)                  (6,885,608)

Total stockholders’ equity                  40,086,075                   21,231,902 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $                  41,888,771 $                 23,652,831 



See accompanying notes to consolidated financial statements (unaudited)

IONATRON, INC.

CONSOLIDATED BALANCE SHEETS
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Revenue $               1,537,314  $               6,219,161 

Cost of revenue               1,539,077                 5,560,579 

Gross profit (loss)                     (1,763)                   658,582 

Operating expenses:

General and administrative               2,492,610                    580,042 

Selling and marketing                  144,522                    144,928 

Research and development                  967,850                    231,806 

Total operating expenses                3,604,982                    956,776 

Operating loss              (3,606,745) (298,194)

Other (expense) income

Interest expense                     (2,122)                    (63,897)

Interest income                  255,093                        9,380 

Other                          500                        1,853 

   Total other                  253,471                     (52,664)

Loss before provision for income taxes (3,353,274) (350,858)

Provision for income taxes                    10,199                      10,477 

Net loss (3,363,473) (361,335)

Preferred stock dividends (298,054)                             -   

Net loss attributable to common stockholders $ (3,661,527)$ (361,335)

Net loss per common share – basic and diluted $ (0.05)$ (0.01)

Weighted average number of shares outstanding, 

basic and diluted              76,084,796  71,354,540

See accompanying notes to consolidated financial statements (unaudited)

For the three months ended

September 30,

IONATRON, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
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Revenue $               8,609,311  $             12,745,954 

Cost of revenue               8,329,486               11,740,891 

Gross profit                  279,825                 1,005,063 

Operating expenses:

General and administrative               8,708,326                 3,449,053 

Selling and marketing                  419,771                    375,590 

Research and development               3,244,096                    723,452 

Total operating expenses              12,372,193                 4,548,095 

Operating loss            (12,092,368) (3,543,032)

Other (expense) income

Interest expense                   (11,485)                  (180,076)

Interest income                  479,195                      30,381 

Other                          544                        2,445 

   Total other                  468,254                   (147,250)

Loss before provision for income taxes (11,624,114) (3,690,282)

Provision for income taxes                    32,101                      29,347 

Net loss (11,656,215) (3,719,629)

Preferred stock dividends (905,377)                             -   

Net loss attributable to common stockholders $ (12,561,592)$ (3,719,629)

Net loss per common share – basic and diluted $ (0.17)$ (0.05)

Weighted average number of shares outstanding, 

basic and diluted              73,858,433  71,187,716

See accompanying notes to consolidated financial statements (unaudited)

IONATRON, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

For the nine months ended

September 30,


Non-GAAP Financial Information

The Company provides non-GAAP financial measures including adjusted net income and adjusted net income per share as a supplement to GAAP financial information to enhance the overall understanding of the Company's financial performance and to assist investors in evaluating the Company's results of operations, period over period. Investors should consider these non-GAAP measures as a supplement to, and not a substitute for financial information prepared on a GAAP basis.

Reconciliation of Non-GAAP Net Income and Net Income per Share
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For the nine months 

ended September 30, 

2005

Net loss:

    As reported $ (361,335)  $  (3,719,629)

    Pro forma stock compensation expense (380,154) (3,190,581)

    Pro forma $ (741,489) $ (6,910,210)

Net loss per share – basic and diluted:

As reported $ (0.01) $ (0.05)

Pro forma $ (0.01) $ (0.10)
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