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COMMON STOCK

We are selling 5,600,000 shares and the selling stockholder identified in
this prospectus 1is selling 500,000 shares.

Our common stock trades on the New York Stock Exchange under the symbol
"AH." On December 4, 2001, the last reported sale price of our shares on the
New York Stock Exchange was $22.30 per share.

INVESTING IN OUR COMMON STOCK INVOLVES RISKS THAT ARE DESCRIBED IN THE
"RISK FACTORS" SECTION BEGINNING ON PAGE 7 OF THIS PROSPECTUS.

PER SHARE TOTAL
Public offering pPrice ...ttt ittt ittt ettt eeeennaes $ 22.00 $134,200,00
Underwriting disCoUNt ...ttt ii ittt ittt ittt eee et eeeeennnnaens s 1.21 $ 7,381,00
Proceeds, before expenses, to Armor Holdings, Inc. ............. $ 20.79 $116,424,00
Proceeds, before expenses, to the selling stockholder .......... $ 20.79 $ 10,395,00

The underwriters may also purchase up to an additional 915,000 shares
from us and the selling stockholders, at the public offering price, less the
underwriting discount, within 30 days from the date of this prospectus to cover
overallotments.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined
whether this prospectus is truthful or complete. Any representation to the
contrary is a criminal offense.
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The shares will be ready for delivery on or about December 10, 2001.

MERRILL LYNCH & CO.

BEAR, STEARNS & CO. INC.

WACHOVIA SECURITIES

The date of this prospectus is December 4, 2001.
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You should rely only on the information contained or incorporated by
reference in this prospectus. We have not, and the underwriters have not,
authorized any other person to provide you with different information. If
anyone provides you with different or inconsistent information, you should not
rely on it. We are not, and the underwriters are not, making an offer to sell
these securities in any jurisdiction where the offer or sale is not permitted.
You should assume that the information appearing in this prospectus is accurate
only as of the date on the front cover of this prospectus. Our business,
financial condition, results of operations and prospects may have changed since
that date.
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[INSIDE FRONT COVER: CAPTION "ARMOR HOLDINGS, INC. -- A LEADING GLOBAL PROVIDER
OF SECURITY PRODUCTS, VEHICLE ARMOR SYSTEMS AND SECURITY RISK MANAGEMENT
SERVICES" FOLLOWING ARMOR HOLDINGS LOGO ABOVE PICTURE OF GLOBAL MAP SHOWING
LOCATIONS OF ARMOR HOLDINGS' OFFICES AND FACILITIES.]

PROSPECTUS SUMMARY

This summary highlights information more fully described elsewhere in this
prospectus. Because it is a summary, it may not include all of the information
that is important to you. You should read the entire prospectus before
investing. All information in this prospectus assumes the underwriters'
overallotment option is not exercised, unless otherwise noted. References to
Armor Holdings, the Company, we, us and our refer to Armor Holdings, Inc. and
its subsidiaries. Industry information in this prospectus is taken from sources
we believe reliable. However, we do not guarantee the accuracy of this
information. Pro forma financial information included in this summary reflects
the acquisition of the Armor Mobile Security Division as 1if it had occurred at
the beginning of the period indicated.

ARMOR HOLDINGS, INC.

We are a leading manufacturer and provider of security products, vehicle
armor systems and security risk management services. Our products and services
are used by military, law enforcement, security and corrections personnel
throughout the world, as well as governmental agencies, multinational
corporations and non-governmental organizations. Our company 1is organized and
operated under three business segments: Armor Holdings Products; Armor Mobile
Security; and ArmorGroup Services.

ARMOR HOLDINGS PRODUCTS. Our Armor Holdings Products Division manufactures
and sells a broad range of high quality equipment marketed under brand
names that are well-known and respected in the military and law enforcement
communities. Products manufactured by this division include body armor,
tactical armor, hard armor, duty gear, less-lethal munitions, anti-riot
products, police batons, forensic products and weapon maintenance products.

ARMOR MOBILE SECURITY. Our Armor Mobile Security Division manufactures and
installs ballistic and blast protection armoring systems for military
vehicles, commercial vehicles, military aircraft and missile components.
Under the brand name O'Gara-Hess & Eisenhardt, we are the sole-source
provider to the U.S. military for the supply of armoring and blast
protection systems for the High Mobility Multi-purpose Wheeled Vehicle
(HMMWV, commonly known as the Humvee). Additionally, we have been
subcontracted to develop a ballistically armored and sealed truck cab for
the High Mobility Artillery Rocket System (HIMARS) currently in development
for the U.S. Army. We armor a variety of commercial vehicles, including
limousines, sedans, sport utility vehicles, commercial trucks and
cash—-in-transit vehicles, to protect against varying degrees of ballistic
and blast threats. Our Armor Mobile Security Division recently acquired the
companies that constituted the majority of what was formerly known as the
Security Products and Services Group of The Kroll-O'Gara Company ("O'Gara
Acquisition") .

ARMORGROUP SERVICES. Our ArmorGroup Services Division provides a broad
range of sophisticated security risk management solutions to multinational
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corporations in diverse industries such as natural resources, financial
services and consumer products, and to governmental and non-governmental
agencies such as the U.S. Departments of State and Defense, the United
Nations and CARE International. Services provided include security
planning, advice and management, security systems integration, intellectual
property asset protection, due diligence investigations and training
programs in counterintelligence, countersurveillance, advanced driving
techniques and ballistics.

INDUSTRY OVERVIEW / MARKET OPPORTUNITY

We participate in the defense and global security products and services
industries. Increasingly, governments, militaries, businesses, and individuals
have recognized the need for our products and services to protect them from the
risks associated with terrorism, physical attacks, threats of violence,
white-collar crime and fraud. We believe the following trends and developments
will drive growth in the industries in which we participate:

o the terrorist attacks on September 11, 2001 generating strong federal
and local support for increased spending in the defense and domestic
security sectors;

o the U.S. defense budget submission for fiscal 2002 reflecting an 11%
increase over fiscal 2001, excluding a recent supplemental appropriation
of $40 billion;

o the creation of a new federal authority, the Office of Homeland
Security;

o the Department of Defense ("DoD") recently published the Quadrennial
Defense Review highlighting the need to enhance critical domestic defense
infrastructure;

o a continued increase in the number of law enforcement and security
personnel in the U.S.; and

o a continuing trend toward the outsourcing of security services at the
corporate level.

We believe that the three segments of our business are well positioned to
respond to the new security environment created by the September 11, 2001
terrorist attacks on the United States. An increased law enforcement population
that will need to be properly equipped to combat and defend against the
domestic terrorist threat will, we expect, positively impact our Armor Holdings
Products Division. We believe that 85% —-- 90% of our product line by revenue,
including body armor, tactical armor, hard armor, duty gear, less-lethal
munitions, anti-riot products and police batons, will exhibit higher than
previously expected demand over the next three to five years. With respect to
our Armor Mobile Security Division, we believe that increased demand for
Up-Armored HMMWVs by the U.S. military, though not currently quantifiable, is
likely, and that the demand for commercial armored vehicles is likely to
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increase under the new security environment. We expect that the services
provided by our ArmorGroup Services Division will be more sought after as
corporations, governmental and non-governmental agencies re-evaluate their
security programs.

BUSINESS STRENGTHS

We believe that the following key strengths are critical to our success as
a leading provider of security products, vehicle armor systems and security
risk management services:

o BROAD PORTFOLIO OF PRODUCTS AND SERVICES. We believe we have a unique
competitive advantage due to the diversity of our security product and
service portfolio and the ability to offer that portfolio on a worldwide
basis, resulting in a well balanced revenue base.

o STRONG BRANDS WITH LEADING MARKET POSITIONS. The strength of our brand
names, such as American Body Armor, NIK (Registered Trademark) , Defense
Technology, Federal Laboratories, MACE (Registered Trademark) ,
Safariland, O'Gara-Hess & Eisenhardt and others, has contributed to our
leading market positions in several of the product categories in which we
compete.

o STRONG CLIENT BASE AND EXTENSIVE DISTRIBUTION NETWORK. Our offices in 38
countries and extensive worldwide distribution network of approximately
500 distributors for our Armor Holdings Products and ArmorGroup Services
Divisions has allowed us to develop a diversified client base that
reduces our dependence on any particular customer.

o PROVEN TRACK RECORD OF IDENTIFYING, COMPLETING AND INTEGRATING
ACQUISITIONS. Since January 1996, we have completed 27 acquisitions that
we believe, in the aggregate, have strengthened our market position,
leveraged our distribution network and expanded our product and service
offerings.

o SOLE-SOURCE PROVIDER OF UP-ARMORED HMMWVS. We believe that our
sole-source position and positive delivery outlook on this product
program should provide significant revenue opportunities in the future.

GROWTH STRATEGY

Our strategic objective is to be the leading global provider of security
products, vehicle armor systems and security risk management services to
multinational corporations, governmental, non-governmental and law enforcement
entities. The following elements define our growth strategy:

o CAPITALIZE ON EXPOSURE TO MILITARY PROGRAMS. We expect an increase in
volume for our current major military programs and expect to participate
in other existing and future military programs that require our unique
products and services.
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o EXPAND DISTRIBUTION NETWORK AND PRODUCT OFFERINGS. We will continue to
leverage our distribution network by expanding our range of branded law
enforcement equipment through strategic acquisitions and the development
of new products.

o CAPITALIZE ON INCREASED HOMELAND SECURITY REQUIREMENTS. We are well
positioned to provide reputable, well branded products and services as
well as specialized training that are essential to establishing a
sustainable domestic security infrastructure.

o INCREASE GLOBAL POSITION IN HIGH FRIGHT AREAS. We will address the
heightened security concerns of our customers in existing high fright
areas and leverage our global expertise and reputation in newly
developing high fright areas.

o BROADEN SERVICE OFFERINGS TO EXISTING CLIENT BASE. We intend to increase
revenue by cross-selling our expanding security risk management service
offerings to our existing client base.

o PURSUE STRATEGIC ACQUISITIONS. We intend to selectively pursue
acquisitions that enhance our product lines, service offerings,
geographic presence and client relationships in an effort to create a
diverse and global reach in our highly fragmented market.

The mailing address and telephone number of our principal executive
offices are 1400 Marsh Landing Parkway, Suite 112, Jacksonville, FL 32250,
(904) 741-5400.

THE OFFERING

Common Stock Offered:

By Armor Holdings .......iiiiiennnnnnnnn. 5,600,000
By the selling stockholder ............... 500,000
TOEGL .. e\ et et e et et et eii . 6,100,000
Shares outstanding after offering ......... 30,503,671 shares
Use Of proceeds ... iii it eenneenenennn We intend to use our net proceeds from this

offering to repay indebtedness under our credit
facility (including indebtedness incurred to financ
the O0'Gara Acquisition), to finance future
acquisitions, for working capital and for general
corporate purposes. See "Use of Proceeds."

Risk FaACLOrS ii ittt ittt i e et e eeeeeeeeeenn You should carefully consider the information set
forth in "Risk Factors" and all other information
set forth in this prospectus before investing in ou
common stock.

New York Stock Exchange symbol ............ AH
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The total number of shares of common stock outstanding after the offering is
based on 24,903,671 shares of common stock outstanding on December 4, 2001.
This number excludes:

o 3,172,106 shares of common stock issuable upon exercise of stock options
outstanding as of December 4, 2001, at a weighted average exercise price
of $11.54 per share;

o 497,048 shares of common stock reserved for future issuance under the 1999
Stock Incentive Plan; and

o 63,377 shares of common stock issued as restricted stock bonuses under the
1999 Stock Incentive Plan.

SUMMARY HISTORICAL AND UNAUDITED PRO FORMA FINANCIAL INFORMATION

You should read the following summary historical and unaudited pro forma
financial information together with our financial statements and related notes
incorporated by reference in this prospectus. The summary historical
consolidated financial information for the years ended December 31, 1998, 1999
and 2000 has been derived from our audited financial statements. The summary
historical consolidated financial information for the nine months ended
September 30, 2000 and 2001 has been derived from our unaudited financial
statements. In the opinion of management, these unaudited financial statements
include all adjustments, consisting of normal recurring adjustments, necessary
for a fair presentation of the financial position and the results of operations
for these periods.

The summary unaudited pro forma data for the year ended December 31, 2000
and the nine months ended September 30, 2001 have been derived from, and should
be read in conjunction with, the unaudited pro forma consolidated financial
statements included elsewhere in this prospectus. The unaudited as adjusted
balance sheet data reflect the application of the net proceeds from this
offering, as if it had occurred at September 30, 2001. The unaudited pro forma
statement of operations data reflect the O'Gara Acquisition as if it had
occurred at the beginning of our 2000 and 2001 fiscal years. The unaudited pro
forma financial information may not be indicative of the results of operations
that actually would have occurred had the O'Gara Acquisition been in effect on
the dates indicated or the financial position and results of operations that
may be obtained in the future.

YEAR ENDED DECEMBER 31,

(IN THOUSANDS, EXCE

STATEMENT OF OPERATIONS DATA:
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Revenues
PrOdUCE S vttt ettt e e e e e e e e e e e e e e $45, 644 $ 96,706 $135,343 $135,343
LTS V= 51,563 59,958 85,612 91,774
Mobile SeCUTrity ittt ittt et ettt e eaeeenn - - - 106,258
TOtAl FeVENUES ittt vttt ettt et eeeeneeeeeeneeneeens 97,207 156, 664 220,955 333,375
CosSt Of SALES v ittt ittt ittt ittt ettt 61,638 94,407 137,499 227,592
Operating eXPENSES « vt ittt teeeeeeeeeneeeeeneenns 21,915 37,004 50,341 72,112
Amortization eXpPense ... ..ttt e e 1,347 2,463 3,429 3,429
Restructuring and related charges ................. - - - 686
Integration and other non-recurring charges ....... —— 2,569 3,290 3,290
Equity in earnings of investee ............. ... ... (713) (179) (87) (87)
Operating 1NnCOmME ...ttt it ettt teeeeeeeeenns 13,020 20,400 26,483 26,353
Interest (income) expense, net ..........ciiiieeenn.. (625) 17 1,896 4,495
Other (income) expense, Net .. ...ttt iiinneeeeennn (28) (816) (1,803) 40
Provision for income taXesS .. ..uiiiiitneeneennennns 5,077 8,003 9,342 7,493
Net INCOME ittt it ittt et ettt ettt eeeeeeenaeeeeseenn $ 8,596 $ 13,196 $ 17,048 $ 14,325
Earnings per share (l) @ ...ttt tneeneeneenns
2T = O $ 0.53 $ 0.63 $ 0.75 $ 0.61
G Y O $ 0.50 $ 0.61 $ 0.73 $ 0.59
Weighted average number of shares outstanding:
== 1 X 16,165 21,006 22,630 23,639
| 0 G Y 17,354 21,702 23,356 24,365
OTHER DATA:
EBITDA (2) vttt it e e e et e eeeeeeeeeeeeenaaeeeeeeeennnns 14,961 27,360 36,277 40,009
Depreciation & amortization(3) ........c..iiiie.on.. 2,654 4,570 6,591 9,767
Capital expenditUures .. ...ttt iiie e eennnennnn 3,301 3,414 7,833 12,847
5
AS OF SEPTEMBER 30, 2001
ACTUAL AS ADJUSTED (5)
(IN THOUSANDS)
BALANCE SHEET DATA:
Working capital(4) ........... $101,107 $133,613
Total assets ....iiiieiinennnn 340,922 373,428
Long-term debt ............... 89,181 6,513
Stockholders' equity ......... 191,902 307,076
(1) Earnings per share is after non-recurring income and charges. Earnings
per share before restructuring and related charges, integration and other
non-recurring charges and other (income) expense, net was $0.50, $0.66,
$0.86, and $0.70, for the years ended December 31, 1998, 1999, 2000 and

2000 pro forma for the O'Gara acquisition, respectively. For the nine
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months ended September 30, 2000, 2001, and pro forma 2001 for the O'Gara
acquisition, earnings per share before restructuring and related charges,
integration and other non-recurring charges and other (income) expense,
net was $0.53, $0.51 and $0.37, respectively.

(2) EBITDA is defined as operating income plus integration and other
non-recurring charges, restructuring and related charges, equity in
earnings of investee and depreciation and amortization. The depreciation
and amortization is taken from the depreciation and amortization line of
the statement of cash flows. EBITDA is not a substitute for operating
income, net income and cash flow from operating activities as determined
in accordance with generally accepted accounting principles as a measure
of profitability or liquidity. EBITDA 1is presented because we believe
some investors may find it useful in evaluating an investment in our
common stock.

(3) The depreciation and amortization is taken from the depreciation and
amortization line on the statement of cash flows. For fiscal 1998
depreciation and amortization includes $1.4 million of depreciation and
$1.3 million of amortization; for fiscal 1999 depreciation and
amortization includes $2.1 million of depreciation and $2.5 million of
amortization; and for fiscal 2000 depreciation and amortization includes
$3.2 million of depreciation and $3.4 million of amortization. According
to Statement of Financial Accounting Standard No. 142, Goodwill and Other
Intangible Assets, goodwill arising from business combinations will no
longer require annual amortization but rather be tested for impairment.

(4) Working capital is defined as current assets minus current liabilities.

(5) Gives effect to the net proceeds from the sale of 5,600,000 shares of
common stock offered by us in this offering at an offering price of
$22.00 per share.

RISK FACTORS

Before you invest in our common stock, you should consider carefully the
following risk factors and cautionary statements, as well as other information
and financial data set forth in this prospectus. If any of the following risks
actually occur, our business, financial condition or results of operation may
suffer. As a result, the trading price of our common stock could decline, and
you could lose a substantial portion of the money you paid to buy our common
stock.

RISKS RELATED TO OUR INDUSTRY

THE PRODUCTS WE SELL ARE INHERENTLY RISKY AND COULD GIVE RISE TO PRODUCT
LIABILITY CLAIMS.

The products we manufacture are used in applications where the failure to
use such products for their intended purposes, the failure to use them
properly, or their malfunction, could result in serious bodily injury or death.
Our products include: body armor designed to protect against ballistic and
sharp instrument penetration; less-lethal products such as less-lethal
munitions, pepper sprays, distraction devices and flameless expulsion grenades;
various models of police batons made of wood, alloy steel, acetate, aluminum
and polycarbonate products; vehicle and hard armoring systems; and police duty
gear.
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We are aware of claims against certain of our subsidiaries, of permanent
physical injury and death caused by self-defense sprays and other munitions
intended to be less-lethal. In addition, the manufacture and sale of certain
less—lethal products may be the subject of product liability claims arising
from the design, manufacture or sale of such goods. Based on our experience, we
believe that we maintain adequate insurance coverage under the circumstances.
However, we cannot assure you that this coverage would be sufficient to cover
the payment of any potential claim. In addition, we cannot assure you that this
or any other insurance coverage will continue to be available or, if available,
that we will be able to obtain it at a reasonable cost. Any material uninsured
loss could have a material adverse effect on our business, financial condition
and results of operations. In addition, the inability to obtain product
liability coverage would prohibit us from bidding for orders from certain
municipal customers since, at present, many municipal bids require such
coverage, and any such inability would have a material adverse effect on our
business, financial condition and results of operations.

THE SERVICES WE PROVIDE ARE INHERENTLY RISKY AND MAY SUBJECT US TO CLAIMS
SEEKING SUBSTANTIAL DAMAGES.

We provide security risk management services through our ArmorGroup
Services Division. These services are most in demand in areas of the world
encountering high levels of violence, unstable or chaotic political
environments and little or no effective local law enforcement authorities. As a
result, our management and employees are often located, and provide services,
in hostile and high risk environments characterized by political instability,
emerging market conditions and/or significant natural resources such as Africa,
South America, Southeast Asia, Central Asia, the Balkans and Russia. In
addition, we operate in locations where murders, kidnappings and attacks on
facilities and installations and terrorism are endemic. We cannot be certain
whether parties will bring lawsuits in the future alleging negligence or other
theories of liability in the provision of security services and seeking
substantial amounts in damages. Based on our experience, we believe that the
insurance coverage that we maintain is adequate under the circumstances.
However, the success of such a lawsuit could have a material adverse effect on
our business, financial condition and results of operations.

MANY OF OUR EMPLOYEES ARE LOCATED IN SITUATIONS WHERE THEY ARE SUBJECT TO
HEIGHTENED RISK OF PERSONAL HARM.

Our management and employees are often located in hostile and high risk
environments, including locations where murders, kidnappings and attacks on
persons are endemic. Any personal attacks on our personnel could materially
adversely effect our operations, particularly in the locations where such
attacks occur. Additionally, we may be subject to material claims from our
employees who are subject to physical harm or their beneficiaries.

WE ARE SUBJECT TO EXTENSIVE GOVERNMENT REGULATION AND OUR FAILURE OR INABILITY
TO COMPLY WITH THESE REGULATIONS COULD MATERIALLY RESTRICT OUR OPERATIONS AND
SUBJECT US TO SUBSTANTIAL PENALTIES.

We are subject to federal licensing requirements with respect to the sale
in foreign countries of certain of our products. In addition, we are obligated
to comply with a variety of federal, state and local regulations governing
certain aspects of our operations and workplace, including regulations

10
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promulgated by, among others, the U.S. Departments of Commerce, State and
Transportation, the U.S. Environmental Protection Agency and the U.S. Bureau of
Alcohol, Tobacco and Firearms. Additionally, the failure to obtain applicable
governmental approval and clearances could adversely affect our ability to
continue to service the government contracts we maintain. Furthermore, we have
material contracts with governmental entities and are subject to rules,
regulations and approvals applicable to government contractors. We are also
subject to routine audits to assure our compliance with these requirements. Our
failure to comply with these contract terms, rules or regulations could expose
us to substantial penalties, including the loss of these contracts and
disqualification as a U.S. government contractor.

Like other companies operating internationally, we are subject to the
Foreign Corrupt Practices Act and other laws which prohibit improper payments
to foreign governments and their officials by U.S. and other business entities.
We operate in countries known to experience endemic corruption. Our extensive
operations in such countries creates the risk of an unauthorized payment by an
employee or agent of ours which would be in violation of various laws including
the Foreign Corrupt Practices Act. Violations of the Foreign Corrupt Practices
Act may result in severe criminal penalties which could have a material adverse
effect on our business, financial condition and results of operations.

WE HAVE SIGNIFICANT INTERNATIONAL OPERATIONS AND ASSETS AND ARE THEREFORE
SUBJECT TO ADDITIONAL FINANCIAL AND REGULATORY RISKS.

We have operations and assets in many parts of Africa, South America,
Southeast Asia, Central Asia, the Balkans and Russia. In addition, we sell our
services and products in other foreign countries and seek to increase our level
of international business activity. Accordingly, we are subject to various
risks, including: U.S.-imposed embargoes of sales to specific countries;
foreign import controls (which may be arbitrarily imposed and enforced);
exchange rate fluctuations; dividend remittance restrictions; expropriation of
assets; war, civil uprisings and riots; government instability; the necessity
of obtaining government approvals for both new and continuing operations; and
legal systems of decrees, laws, taxes, regulations, interpretations and court
decisions that are not always fully developed and that may be retroactively or
arbitrarily applied.

We may also be subject to unanticipated income taxes, excise duties,
import taxes, export taxes or other governmental assessments. In addition,
payments to us in our international markets are often in local currencies.
Although most of these currencies are presently convertible into U.S. dollars,
we cannot be sure that convertibility will continue. Even if currencies are
convertible, the rate at which they convert is subject to substantial
fluctuation. Our ability to transfer currencies into or out of local currencies
may be restricted or limited. Any of these events could result in a loss of
business or other unexpected costs which could reduce revenue or profits and
have a material adverse effect on our business, financial condition and results
of operations.

We routinely operate in areas where local government policies regarding
foreign entities and the local tax and legal regimes are often uncertain,
poorly administered and in a state of flux. We cannot, therefore, be certain
that we are in compliance with, or will be protected by, all relevant local
laws and taxes at any given point in time. A subsequent determination that we
failed to comply with relevant local laws and taxes could have a material
adverse effect on our business, financial condition and results of operations.

TERRORISM MAY ADVERSELY AFFECT OUR ABILITY TO DELIVER PRODUCTS AND SERVICES TO
OUR CUSTOMERS.

11
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Terrorist attacks, such as the attacks that occurred in New York and
Washington, D.C. on September 11, 2001, and other acts of violence or war may
make travel and transportation of our supplies and products more difficult and
expensive and ultimately affect the sales of our products, and delivery of our
services, in the United States and overseas. Additionally, as a result of
terrorism, the

United States may enter into an armed conflict that could adversely impact our
sales, supply chain, production capability and ability to deliver products and
services to our customers.

RISKS RELATED TO OUR BUSINESS

THERE ARE LIMITED SOURCES FOR SOME OF OUR RAW MATERIALS WHICH MAY SIGNIFICANTLY
CURTAIL OUR MANUFACTURING OPERATIONS.

The raw materials that we use in manufacturing ballistic resistant
garments and Up-Armored vehicles include: SpectraShield, a patented product of
Honeywell, Inc.; Z-Shield, a patented product of Honeywell, Inc.; Zylon, a
patented product of Toyobo Co., Ltd.; Kevlar, a patented product of E.I. du
Pont de Nemours Co., Inc. ("Du Pont"); and Twaron, a patented product of
Akzo-Nobel Fibers, B.V. We purchase these materials in the form of woven cloth
from five independent weaving companies. In the event Du Pont or its licensee
in Europe cease, for any reason, to produce and sell Kevlar, we would utilize
these other ballistic resistant materials as a substitute. However, none of
Spectrashield, Twaron, Z-Shield or Zylon is expected to become a complete
substitute for Kevlar in the near future. We enjoy a good relationship with our
suppliers of Kevlar, SpectraShield, Twaron, Z-Shield and Zylon. The use of
Zylon and Z-Shield in the design of ballistic resistant vests 1s a recent
technological advancement that is subject to continuing development and study.
Toyobo is the only producer of Zylon, and Honeywell is the only producer of
Z—-Shield. Should these materials become unavailable for any reason, we would be
unable to replace them with materials of like weight and strength. Thus, if our
supply of any of these materials were cut off or if there were a material
increase in the prices of these materials, our manufacturing operations could
be severely curtailed and our business, financial condition and results of
operations would be materially adversely affected.

THE LOSS OF, OR A SIGNIFICANT REDUCTION IN, U.S. MILITARY BUSINESS WOULD HAVE A
MATERIAL ADVERSE EFFECT ON US.

U.S. military contracts account for a significant portion of the business
of the Armor Mobile Security Division. The U.S. military funds these contracts
in annual increments, and the contracts require subsequent authorization and
appropriation that may not occur or that may be for less than the total amount
of the contract. Changes in the U.S. military's budget, spending allocations,
and the timing of such spending could adversely affect our ability to receive
future contracts. Also the U.S. military generally has the right to cancel its
contracts unilaterally, at its convenience.

WE ARE DEPENDENT ON A SINGLE SUPPLIER OF COMPONENTS FOR UP-ARMORED HMMWVS AND
WILL NOT BE ABLE TO DELIVER UP-ARMORED HMMWVS IF OUR SUPPLY IS INTERRUPTED.

The Armor Mobile Security Division is the sole-source provider to the U.S.
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military for the supply of armoring and blast protection systems for the HMMWV.
Up-Armored HMMWVs accounted for approximately one-third of the sales of the
Armor Mobile Security Division during the twelve months ended June 30, 2001.
These HMMWVs are manufactured by AM General Corporation under separate U.S.
military contracts. Should deliveries of HMMWVs be significantly interrupted,
or should other single source suppliers significantly interrupt deliveries of
components for Up-Armored HMMWVs, we will not be able to deliver Up-Armored
HMMWVs to the U.S. military on schedule, which could have a material adverse
effect on us.

OUR RESOURCES MAY BE INSUFFICIENT TO MANAGE THE DEMANDS IMPOSED BY OUR GROWTH.

We have rapidly expanded our operations, and this growth has placed
significant demands on our management, administrative, operating and financial
resources. The continued growth of our customer base, the types of services and
products offered and the geographic markets served can be expected to continue
to place a significant strain on our resources. In addition, we cannot easily
identify and hire personnel qualified both in the provision and marketing of
our security services and products. Our future performance and profitability
will depend in large part on: our ability to attract and retain additional
management and other key personnel; our ability to implement successful
enhancements to

our management, accounting and information technology systems; and our ability
to adapt those systems, as necessary, to respond to growth in our business.

MANY OF OUR CUSTOMERS HAVE FLUCTUATING BUDGETS WHICH MAY CAUSE SUBSTANTIAL
FLUCTUATIONS IN OUR RESULTS OF OPERATIONS.

Customers for our products include military, law enforcement and other
governmental agencies. Government tax revenues and budgetary constraints, which
fluctuate from time to time, can affect budgetary allocations for these
customers. Many domestic and foreign government agencies have in the past
experienced budget deficits that have led to decreased spending in certain
areas. Our results of operations may be subject to substantial period-to-period
fluctuations because of these and other factors affecting spending. A reduction
of funding for military, law enforcement and other governmental agencies could
have a material adverse effect on our business, financial condition and results
of operations.

WE MAY BE UNABLE TO PROTECT OUR PROPRIETARY TECHNOLOGY.

We are dependent upon a variety of methods and techniques that we regard
as proprietary trade secrets. We are also dependent upon a variety of
trademarks, service marks and designs to promote brand name development and
recognition. We rely on a combination of trade secrets, copyright, patent,
trademark, unfair competition and other intellectual property laws as well as
contractual agreements to protect our rights to such intellectual property. Due
to the difficulty of monitoring unauthorized use of and access to intellectual
property, however, such measures may not provide adequate protection. In
addition, there can be no assurance that courts will always uphold our
intellectual property rights, or enforce the contractual arrangements that we
have entered into to protect our proprietary technology. Any unenforceability
or misappropriation of our intellectual property could have a material adverse
effect on our business, financial condition and results of operations. In
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addition, if we bring or become subject to litigation to defend against claimed
infringement of our rights or of the rights of others or to determine the scope
and validity of our intellectual property rights, such litigation could result
in substantial costs and diversion of our resources which could have a material
adverse effect on our business, financial condition and results of operations.
Unfavorable results in such litigation could also result in the loss or
compromise of our proprietary rights, subject us to significant liabilities,
require us to seek licenses from third parties, or prevent us from selling our
products which could have a material adverse effect on our business, financial
condition and results of operations.

WE MAY BE UNABLE TO COMPLETE OR INTEGRATE ACQUISITIONS AND AS A RESULT MAY
INCUR UNANTICIPATED LIABILITIES OR OPERATIONAL DIFFICULTIES.

We intend to grow through the acquisition of businesses and assets that
will complement our current businesses. We cannot be certain that we will be
able to complete attractive acquisitions, obtain financing for acquisitions on
satisfactory terms or successfully acquire identified targets. We may not be
successful in integrating acquired businesses into our existing operations.
Integration may result in unanticipated liabilities or unforeseen operational
difficulties, which may be material, or require a disproportionate amount of
management's attention. Acquisitions may result in our incurring additional
indebtedness or issuing preferred stock or additional common stock. Competition
for acquisition opportunities in the industry may rise, thereby increasing our
cost of making acquisitions or causing us to refrain from making further
acquisitions. In addition, the terms and conditions of our credit facility
impose restrictions on us that, among other things, may restrict our ability to
make acquisitions.

WE MAY BE ADVERSELY AFFECTED BY APPLICABLE ENVIRONMENTAL LAWS.

We are subject to federal, state, and local laws and regulations governing
the protection of the environment, including those regulating discharges to the
alir and water, the management of wastes, and the control of noise and odors. We
cannot assure you that we are at all times in complete
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compliance with all such requirements. Like all companies, we are subject to
potentially significant fines or penalties if we fail to comply with
environmental requirements. Environmental requirements are complex, change
frequently, and could become more stringent in the future. Accordingly, we
cannot assure you that these requirements will not change in a manner that will
require material capital or operating expenditures or will otherwise have a
material adverse effect on us in the future. We are also subject to
environmental laws requiring the investigation and clean-up of environmental
contamination. We may be subject to liability, including liability for clean-up
costs, if contamination is discovered at one of our current or former
facilities or at a landfill or other location where we have disposed wastes.
The amount of such liability could be material. We use
Orthochlorabenzalmalononitrile and Chloroacetophenone chemical agents in
connection with our production of tear gas. These chemicals are hazardous and
could cause environmental damage if not handled and disposed of properly.

RISKS RELATED TO OUR SECURITIES
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ONE STOCKHOLDER HAS THE ABILITY TO SIGNIFICANTLY INFLUENCE THE ELECTION OF OUR
DIRECTORS AND THE OUTCOME OF CORPORATE ACTION REQUIRING STOCKHOLDER APPROVAL.

Warren B. Kanders is the sole stockholder of Kanders Florida Holdings,
Inc. Kanders Florida Holdings, Inc. and Mr. Kanders beneficially own 3,177,855
shares or approximately 12.65% of the outstanding shares of our common stock.
In addition, our officers and directors, including Mr. Kanders, beneficially
own an aggregate of 5,351,301 shares, or approximately 20.11%, of the common
stock. Consequently, Mr. Kanders, as Chairman of the Board of Directors and as
the sole stockholder of Kanders Florida Holdings, Inc., together with our other
officers and directors, will have the ability to significantly influence the
election of our directors and the outcome of corporate actions requiring
stockholder approval, including a change in control.

DELAWARE LAW MAY LIMIT POSSIBLE TAKEOVERS.

Our certificate of incorporation makes us subject to the anti-takeover
provisions of Section 203 of the Delaware General Corporation Law. In general,
Section 203 prohibits publicly-held Delaware corporations to which it applies
from engaging in a "business combination" with an "interested stockholder" for
a period of three years after the date of the transaction in which the person
became an interested stockholder, unless the business combination is approved
in a prescribed manner. This provision could discourage others from bidding for
our shares and could, as a result, reduce the likelihood of an increase in our
stock price that would otherwise occur if a bidder sought to buy our stock.

THE MARKET PRICE FOR OUR COMMON STOCK IS VOLATILE.

The market price for our common stock may be highly volatile. We believe
that a variety of factors, including announcements by us or our competitors,
quarterly variations in financial results, trading volume, general market
trends and other factors, could cause the market price of our common stock to
fluctuate substantially. Additionally, the market in general, and our common
stock in particular, may be subject to increased volatility due to the recent
terrorist attacks in New York and Washington, D.C. and any resulting conflicts.
Additionally, due to our relatively modest size, our winning or losing a large
contract may have the effect of distorting our overall financial results.

WE MAY ISSUE A SUBSTANTIAL AMOUNT OF OUR COMMON STOCK IN CONNECTION WITH FUTURE
ACQUISITIONS AND THE SALE OF THOSE SHARES COULD ADVERSELY AFFECT OUR STOCK
PRICE.

As part of our acquisition strategy, we anticipate issuing additional
shares of our common stock. We have filed a shelf registration statement with
the Securities and Exchange Commission that we may use to sell up to 3,000,000
shares of our common stock from time to time in connection with acquisitions.
To the extent that we are able to grow through acquisitions for stock, the
number of outstanding shares of common stock that will be eligible for sale in
the future is likely to increase
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substantially. Persons receiving shares of our common stock in connection with
these acquisitions may be more likely to sell large quantities of their common
stock that may influence the price of our common stock. In addition, the
potential issuance of additional shares in connection with anticipated
acquisitions could lessen demand for our common stock and result in a lower
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price than would otherwise be obtained.

OUR STOCK PRICE MAY BE ADVERSELY AFFECTED WHEN ADDITIONAL SHARES ARE SOLD.

If our stockholders sell substantial amounts of our common stock in the
public market following this offering, the market price of our common stock
could fall. These sales might make it more difficult for us to sell equity or
equity-related securities in the future at a time and price that we deem
appropriate and may require us to issue greater amounts of our common stock to
finance such acquisition. Additional shares sold in this offering or to finance
acquisitions may dilute our earnings per share if the new operations' earnings
are disappointing.

WE CURRENTLY DO NOT INTEND TO PAY DIVIDENDS.

We currently do not intend to pay any cash dividends on our common stock.
We currently intend to retain any earnings for working capital, repayment of
indebtedness, capital expenditures and general corporate purposes. Our credit
facility contains restrictions on our ability to pay dividends or make other
distributions.

SINCE WE HAVE BROAD DISCRETION IN HOW WE USE THE NET PROCEEDS FROM THIS
OFFERING, WE MAY USE SUCH PROCEEDS IN WAYS WITH WHICH YOU DISAGREE.

We have not allocated specific amounts of the net proceeds from this
offering to any specific purpose. While we expect to use a portion of the net
proceeds from this offering to pay down our credit facility, our credit
facility will permit us to re-borrow that money at later times. Accordingly,
our management will have significant flexibility in applying the net proceeds
of this offering. The failure of our management to use such funds effectively
could have a material adverse effect on our business, financial condition and
operating results.

FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that involve risks and
uncertainties. Some of the forward-looking statements appear under "Prospectus
Summary" and "Risk Factors." Other forward-looking statements appear in the
sections entitled "Management's Discussion and Analysis of Financial Condition
and Results of Operations" and "Business" and elsewhere included or
incorporated by reference in this prospectus. These statements relate to future
events of our future financial performance. In some cases, you can identify

forward-looking statements by terminology such as "may," "would," "will,"
"should, " "could," "expects," "plans," "anticipates," "believes," "estimates,"
"predicts, " "potential," "continue," or the negative of these terms or other

comparable terminology. These statements are only predictions. Actual events or
results may differ materially. In evaluating these statements, you should
specifically consider various factors, including the risks outlined in the Risk
Factors section of this prospectus. These factors may cause our actual results
to differ materially from any forward-looking statement. Although we believe
that the expectations reflected in the forward-looking statements are
reasonable, we cannot guarantee future results, levels of activity, performance
or achievements.
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12

USE OF PROCEEDS

We estimate that the net proceeds from the sale by us of the 5,600,000
shares of our common stock in this offering, at an offering price of $22.00 per
share, after deducting underwriting discounts and commissions and other
estimated offering expenses payable by us, will be approximately $115.2
million.

We expect to use approximately $82.7 million of our net proceeds to repay
indebtedness under our credit facility (including indebtedness incurred to
finance the O'Gara Acquisition) and the remainder will be used to finance
future acquisitions, for working capital and for general corporate purposes. We
may invest the net proceeds of this offering in short term interest-bearing
investment grade securities, pending the intended repayment of indebtedness
outstanding under the credit facility and the other uses described above.

Approximately $38.2 million of the indebtedness that will be reduced with
the net proceeds of this offering was incurred to finance the O'Gara
Acquisition. Our indebtedness under our credit facility bears interest at
variable rates (4.44% on December 4, 2001) and matures on February 12, 2004.
Although application of the net proceeds from this offering will repay amounts
outstanding under the credit facility, it will not reduce the amounts available
to us in the future.

We regularly review opportunities to further our business strategy through
strategic acquisitions of businesses that we believe are complementary to our
management skills and to our current and planned operations. We, however, have
no present commitments or agreements with respect to any particular
acquisition.

The foregoing information represents our current plans. Actual
expenditures may vary substantially from the intended use referred to above. We
may find it necessary or advisable to use portions of this offering for other
purposes. We will not receive any proceeds from the sale of our common stock by
the selling stockholders.

13
DIVIDEND POLICY

We have never declared or paid any cash dividends on our common stock and
do not intend to declare or pay any for the foreseeable future. We expect to
continue to retain any earnings for working capital, repayment of indebtedness,
capital expenditures and general corporate purposes. In addition, our credit
facility restricts the payment of dividends on our common stock.

PRICE RANGE OF OUR COMMON STOCK

Our common stock has been traded under the symbol "AH" on the New York
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Stock Exchange since May 7, 1999. Prior to May 7, 1999, our common stock was
traded under the symbol "ABE" on the American Stock Exchange. The following
table shows the high and low per share sales prices of our common stock on the
New York Stock Exchange and American Stock Exchange for the periods indicated.

HIGH LOW

2001

Fourth Quarter (through December 4, 2001) ......... S 26.35 S 19.25
Third QUALLET ittt it et e e et et et e e et et e e e 23.50 14.20
Second QUALL T i ittt ittt e et et et et et e e e e 19.25 11.00
First QUATL T it ittt it et et e et e e e e e e e et e 17.75 14.60
2000

FoUrth QUATE T v ittt et et e ettt e e et ettt ie e e S 17.69 S 13.56
Third QUALLET ittt ittt e e e e et et et et et e e e 18.13 13.00
Second QUALL T i i ittt ittt et et et et et e e e e e 14.69 8.63
First QUATL T it ittt it e e e e e e e e e e e e et e 13.38 10.00
1999

FoUrth QUATE T v ittt ittt e ettt e e et ettt ie e e S 13.13 S 8.94
Third QUALLET ittt it et e e e e e e e e et et e e et e e e 11.06 8.50
Second QUALL T i i ittt ittt et et et et et et e e 13.69 9.25
First QUATL T it ittt ittt et e et e e e e e e e et e e 14.94 11.13

On December 4, 2001, the last reported sale price of our common stock on
the New York Stock Exchange was $22.30 per share. As of December 4, 2001, there
were 194 holders of record of our common stock.
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CAPITALIZATION

The following table sets forth our capitalization as of September 30,
2001, (i) on an actual basis and (ii) on an as adjusted basis, to reflect our
sale of 5,600,000 shares of common stock offered by us in this offering at an
offering price of $22.00 per share and the application of the proceeds
therefrom. You should read the following table with "Management's Discussion
and Analysis of Financial Condition and Results of Operations" and the
financial statements and notes included, and incorporated by reference, in this
prospectus.

SEPTEMBER 30, 2001

ACTUAL

AS ADJUSTED
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(IN THOUSANDS, EXCEPT
SHARE AMOUNTS)

Cash and cash equivalent s ...ttt ittt ittt ettt et eeeeeeennnaeeenns $ 11,890 S 44,396
Long—term debt ...t it e e e e e e e e e e e e e e 89,181 6,513
Stockholders' equity
Preferred stock, $0.01 par value 5,000,000 shares authorized; no

shares issued and outstanding .......c..iii ittt eeneeeeennnennns - -
Common stock, $0.01 par value; 50,000,000 shares authorized;

26,833,400 shares issued and 24,508,741 shares outstanding on an

actual basis and 32,433,400 shares issued and 30,108,741 shares

outstanding on an as adjusted basis .......c.ciiiiiiiii i it 268 324
Additional paid—in capital . ...ttt ettt e e e e e 172,482 287,600
Retained earnings ... i ittt ettt et ettt e tae et 48,064 48,064
Accumulated other comprehensive 10SS ..ttt iin et eeenenneenens (3,488) (3,488)
TreasUry STOCK ittt ittt e ettt et e ettt eeeeeeee e (25,424) (25,424)

Total stockholders' eqUiLy ...ttt ettt ettt eeeeeennneeeenns $ 191,902 $ 307,076

Total capitalization ..t i it ittt ittt ettt eeeeennnaeeenns $ 281,083 $ 313,589
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SELECTED FINANCIAL DATA

The selected financial data set forth below for the years ended December
31, 1998, 1999 and 2000 are derived from our audited consolidated financial
statements appearing elsewhere in this prospectus. The selected financial data
for the fiscal years 1996 and 1997 are derived from our audited financial
statements not included in this prospectus. The selected financial data for the
nine months ended September 30, 2000 and 2001 are derived from our unaudited
financial statements included in this prospectus. The summary unaudited pro
forma data for the year ended December 31, 2000 and the nine months ended
September 30, 2001 have been derived from, and should be read in conjunction
with, the unaudited pro forma condensed consolidated financial statements
included elsewhere in this prospectus. You should read the selected financial
data with our "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and our consolidated financial statements and related
notes included, or incorporated by reference, in this prospectus.

FISCAL YEAR ENDED

(IN THOUSANDS, EXCEPT PER SHARE DATA)

STATEMENT OF OPERATIONS DATA:
Revenues
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ProducCts ...t iiennnnennnn
SErVICES vttt it e e e
Mobile Security ................

Total revenues ........eeeeeeee..
Cost of sales ...,
Operating expenses ..............
Amortization expense ............

Restructuring and related

charges ...ttt

Merger, integration and other

non-recurring charges ..........

Equity in earnings of investee

Operating income ................
Interest (income) expense, net....
Other (income) expense, net .....

Dividends on preference

shares ...ttt e
Provision for income taxes ......

Net income ....... ...

Earnings per share(1l):

Basic ittt e e
Diluted .....iiiiiiiinnneen..

Weighted average shares:

Basic ..ttt e e
Diluted .....iiiiiiiinnneen..

OTHER DATA:

EBITDA(2) ittt iiiiieeeennnn

Depreciation &

amortization(3) .............
Capital expenditures ..........

STATEMENT OF OPERATIONS DATA:
Revenues

ProducCts ... iiiiie ittt
SErVICES vttt it e e e
Mobile Security ................

Total revenues ........eceeeeeee..
Cost of sales ...,
Operating expenses ..............
Amortization expense ............

Restructuring and related

charges . ...ttt

Merger, integration and other

non-recurring charges ..........

Equity in earnings of investee

Operating income ................

$18,011 $ 29,869 $ 45,644 $ 96,706 $ 135,343
12,956 48,445 51,563 59,958 85,612
30,967 78,314 97,207 156, 664 220,955
21,172 57,438 61,638 94,407 137,499
7,022 12,758 21,915 37,004 50,341
437 842 1,347 2,463 3,429

— 2,542 — 2,569 3,290
(320) (746) (713) (179 (87)
2,656 5,480 13,020 20,400 26,483
515 195 (625) 17 1,896
(2) (392) (28) (816 (1,803)

239 143 — — —
1,215 2,376 5,077 8,003 9,342
$ 689 $ 3,158 $ 8,596 $ 13,196 $ 17,048
$ 0.09 $  0.23 $ 0.53 $  0.63 s 0.75
$ 0.08 $  0.21 $ 0.50 $  0.61 s 0.73
7,966 13,638 16,165 21,006 22,630
8,876 14,712 17,354 21,702 23,356
3,154 9,253 14,961 27,360 36,277
818 1,976 2,654 4,570 6,591
1,860 5,153 3,301 3,414 7,833

NINE MONTHS ENDED SEPTEMBER 30,

PRO FORMA
2000 2001 2001

(IN THOUSANDS, EXCEPT PER SHARE DATA)

$100,049 $103,121 $ 103,121
62,402 74,206 74,206
- 9,349 88,163
162,451 186,676 265,490
100,810 118,563 185,639
38,288 43,763 57,324
2,272 2,621 2,621
- 9,959 9,959
2,537 1,800 1,800
(87) - -
18,631 9,970 8,147
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Interest (income) expense, net.... 1,186 2,639 5,550
Other (income) expense, net ...... (1,837) (52) 936
Dividends on preference

shares ...ttt i e - - -
Provision for income taxes ....... 7,206 2,658 611
Net income .......iiiinninnnnnn. $ 12,076 S 4,725 S 1,050

Earnings per share(1l):

BASIC vttt ittt e $ 0.53 $ 0.20 $ 0.04

Diluted .....iiiiiiiinnieennn $ 0.51 $ 0.20 $ 0.04
Weighted average shares:

BaSiC tiii ittt e 22,706 23,190 24,055

Diluted .....iiiiiiiiniieennn 23,613 23,905 24,7170
OTHER DATA:

EBITDA(2) t et ittt et e eeennaeeenns 25,416 27,518 27,574

Depreciation &

amortization(3) .............. 4,335 5,789 7,668
Capital expenditures ........... 3,399 5,661 6,696
16

AS OF SEPTEMBER 30, 2001

(IN THOUSANDS)

BALANCE SHEET DATA:

Working capital(4) .......... $101,107 $133,613
Total assets ... 340,922 373,428
Total debt ........i 89,181 6,513
Stockholders' equity......... 191,902 307,076
(1) FEarning per share is after non-recurring income and charges. Earnings per

share before restructuring and related charges, integration and other
non-recurring charges and other (income) expense, net was $0.08, $0.33,
$0.50, $0.66, $0.86, and $0.70, for the fiscal years 1996, 1997, 1998,
1999, 2000 and 2000 pro forma for the O'Gara acquisition, respectively.
For the nine months ended September 30, 2000, 2001, and pro forma 2001
for the O'Gara acquisition, earnings per share before restructuring and
related charges, integration and other non-recurring charges and other
(income) expense, net was $0.53, $0.51, and $0.37, respectively.

EBITDA is defined as operating income plus merger, integration and other
non-recurring charges, restructuring and related charges, equity in
earnings of investee and depreciation and amortization. The depreciation
and amortization is taken from the depreciation and amortization line of
the statement of cash flows. EBITDA is not a substitute for operating
income, net income and cash flow from operating activities as determined
in accordance with generally accepted accounting principles as a measure
of profitability or liquidity. EBITDA 1is presented because we believe
some investors may find it useful in evaluating an investment in our
common stock.
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(3) The depreciation and amortization is taken from the depreciation and
amortization line on the statement of cash flows. For fiscal 1996
depreciation and amortization includes $388,000 of depreciation, and
$430,000 of amortization; for fiscal 1997 depreciation and amortization
includes $994,000 of depreciation and $982,000 of amortization; for
fiscal 1998 depreciation and amortization includes $1.4 million of
depreciation and $1.3 million of amortization; for fiscal 1999
depreciation and amortization includes $2.1 million of depreciation and
$2.5 million of amortization; and for fiscal 2000 depreciation and
amortization includes $3.2 million of depreciation and $3.4 million of
amortization. According to Statement of Financial Accounting Standard No.
142, Goodwill and Other Intangible Assets, goodwill arising from business
combinations will no longer require annual amortization but rather be
tested for impairment.

(4) Working capital is defined as current assets minus current liabilities.

(5) Gives effect to the net proceeds from the sale of 5,600,000 shares of
common stock offered by us in this offering at an offering price of
$22.00 per share.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

COMPANY OVERVIEW

We are a leading manufacturer and provider of security products, vehicle
armor systems and security risk management services. Our products and services
are used by military, law enforcement, security and corrections personnel
throughout the world, as well as governmental agencies, multinational
corporations and non-governmental organizations. Our company is organized and
operated under three business segments: Armor Holdings Products; Armor Mobile
Security; and ArmorGroup Services.

MATERIAL CHANGES

On August 22, 2001, we, through a wholly owned subsidiary, acquired all of
the issued and outstanding capital stock of O'Gara-Hess & Eisenhardt Armoring
Company, The O'Gara Company, and O'Gara Security Associates, Inc. The acquired
companies constitute the majority of what was formerly known as the Security
Products and Services Group of The Kroll-O'Gara Company. The primary business
of the acquired companies is now conducted through our new Armor Mobile
Security Division. Our future operations and performance is likely to differ
significantly from the discussion below, as a result of, among other things,
this recent acquisition.

We have consummated 22 acquisitions since January 1998. A comparison of
our period to period financial performance from January 1, 1998 through June
30, 2001 may be significantly affected by these acquisitions, including, but
not limited to, the O'Gara Acquisition and the Safariland Ltd., Inc.
("Safariland") acquisition.

RESTRUCTURING AND RELATED CHARGES

In January 2001, our ArmorGroup Services Division approved a restructuring
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plan to close its U.S. investigative businesses, realign the division's
organization, eliminate excess facilities and reduce overhead in its businesses
worldwide. In connection with this restructuring plan, the division performed a
review of its long-lived assets to identify potential impairments. Pursuant to
this restructuring plan, ArmorGroup:

o eliminated 26 employees, primarily from its investigative businesses;

o eliminated an additional 24 employees from its security consulting
business;

o incurred lease and other exit costs as a result of the closure of its
investigative businesses; and

o wrote-down the value of both tangible and intangible assets as a result
of the impairment review.

We completed most of the significant actions related to this restructuring
by June 30, 2001.

As a result of the restructuring plan, we recorded a pre-tax charge of $10
million. We recorded $8.7 million in the first quarter and $1.3 million in the
second quarter of fiscal 2001. The pre-tax charge in the nine month period
ending September 30, 2001 included approximately:

o $1,375,000 in employee termination and related costs including
severance, relocation, medical and other benefits;

o $956,000 in lease termination and other exit costs;
0 $291,000 in impairment charges related to tangible assets; and

o $7,337,000 in impairment charges related to intangible assets, primarily
goodwill.

The earnings per share effect of these charges for the nine months ended
September 30, 2001 was $0.27 per share. As of September 30, 2001, we had a
remaining liability of $382,000 relating to lease
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termination and other exit costs. This liability has been classified in accrued
expenses and other current liabilities on the consolidated balance sheet and
will be funded through cash provided by operating activities and our credit
facility.

ACQUISITIONS

We have pursued a strategy of growth through acquisition of businesses and
assets that complement our existing operations. We use several criteria to
evaluate prospective acquisitions including whether the business to be

acquired:

o broadens the scope of the services or products we offer or the
geographic areas we serve;

o offers attractive margins;

o is accretive to earnings;
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o offers the opportunity to enhance profitability by improving the
efficiency of our operations;

0 1s managed in a manner consistent with our existing businesses; and

o complements our portfolio of existing businesses by increasing our
ability to manage our customers' needs.

Since January 1, 1998, our Armor Holdings Products Division completed
eight acquisitions with approximate combined annual revenues of $77.2 million
at the time of their acquisition, our Armor Mobile Security Division completed
the O0'Gara Acquisition, with approximate annual revenues of $112.4 million
($6.1 million of which relates to businesses integrated into our ArmorGroup
Services Division) at the time of its acquisition, and our ArmorGroup Services
Division completed thirteen acquisitions with approximate combined annual
revenues of $28.7 million at the time of their acquisition. All of these
acquisitions were accounted for as purchases and, accordingly, the results of
their operations are included only for the period after acquisitions.

RESULTS OF OPERATIONS

The following table sets forth selected statement of operations data as a
percentage of total revenues for the periods indicated:

FISCAL YEAR

1998 1999 2000

Revenue

ProdUCES ittt ettt e e e e e e e e e e 47% 62% 61%

ST v 1 = 53% 38% 39%
Mobile SecUrity ... iii ittt eeennnn

Total reVENUES . i v ittt ittt eeenneaeens 100% 100% 100%
Cost 0f sales ..t ii ittt et eiiieeeenn 63% 60% 62%
Operating eXpPenses . ... ieeteeenenneeennn 23% 24% 23%
Amortization exXpense ........iiiiiiiaeaee.n % % %
Integration and other non-recurring

Charges ittt ittt e e e e e e e e - 2% 1%
Restructuring and related charges ......... - - -
Operating income .......c.iiiiiiinnnnennnnn 13% 13% 12%
Interest (income) expense, net ............ (1) % 0% 1%
Provision for income taxes ................ 5% 5% 4%
Net 1nCome ...ttt ittt et e e eeaenn 9% 8% 8%
EBI T DA ittt ettt et eeeeeeeeeeeeeannaeeeens 15% 17% 16%
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Revenue Recognition. We record product revenues at gross amounts to be
received, including amounts to be paid to agents as commissions, at the time
the product is shipped to the distributor. Although product returns are

NINE MONTHS EN
SEPTEMBER 30

100% 1
62%
24%
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permitted in certain circumstances within 30 days from the date of purchase,
these returns have historically been minimal and usually consist of minor
modifications to the ordered product. We record services revenue as the service
is provided on a contract by contract basis.

We record revenue from our Armor Mobile Security Division when the vehicle
is shipped except for commercial contracts greater than $1,250,000 and longer
than four months in length and government contracts for the delivery of HMMWVs
to the U.S. Government. Revenue from commercial contracts greater than
$1,250,000 and longer than four months in length is recognized on the
percentage of completion units-of-work performed method. Revenues from the sale
of HMMWV's to the U.S. Government are recorded when the onsite Department of
Defense officer finishes the inspection of the HMMWV and approves it for
delivery.

NINE MONTHS ENDED SEPTEMBER 30, 2001 COMPARED TO NINE MONTHS ENDED SEPTEMBER
30, 2000

Products revenues. Armor Holdings Products Division revenues increased by
$3.1 million, or 3.1%, to $103.1 million in the nine months ended September 30,
2001, compared to $100.0 million in the nine months ended September 30, 2000.
This increase was due to the acquisitions we completed in November 2000.

Mobile Security revenues. Armor Mobile Security Division revenues totaled
$9.3 million in the three months ended September 30, 2001. The Mobile Security
Division was created with the O'Gara Acquisition on August 22, 2001, and its
revenues are included from September 1, 2001.

Services revenues. ArmorGroup Services Division revenues increased by
$11.8 million, or 18.9%, to $74.2 million in the nine months ended September
30, 2001, compared to $62.4 million in the nine months ended September 30,
2000. This increase was due to internal growth of 16.9% as well as 2.0% growth
from International Training, Inc., which was acquired in the O'Gara Acquisition
and is included in the revenue of ArmorGroup Services Division.

Cost of sales. Cost of sales increased by $17.8 million, or 17.6%, to
$118.6 million in the nine months ended September 30, 2001, compared to $100.8
million in the nine months ended September 30, 2000. This increase was
primarily due to increased revenues in the ArmorGroup Services Division for the
nine months ended September 30, 2001, compared to the nine months ended
September 30, 2000 as well as the O'Gara Acquisition. As a percentage of total
revenues, cost of sales increased to 63.5% of total revenues for the nine
months ended September 30, 2001, compared to 62.1% for the nine months ended
September 30, 2000. This increase was primarily due to the O'Gara Acquisition
as well as higher revenues in the ArmorGroup Services Division, both of which
operate at lower average gross margins than the Armor Holdings Products
Division.

Operating expenses. Operating expenses increased by $5.5 million, or
14.3%, to $43.8 million (23.4% of total revenues) in the nine months ended
September 30, 2001, compared to $38.3 million (23.6% of total revenues) in the
nine months ended September 30, 2000. This increase was primarily due to
internal growth in the overall business as well as the operating expenses
associated with the O'Gara Acquisition and certain other newly acquired
companies.

Amortization. Amortization expense increased by $349,000, or 15.4%, to
$2.6 million in the nine months ended September 30, 2001, compared to $2.3
million in the nine months ended September 30, 2000. This increase was due to
the amortization of intangible assets acquired as a result of the acquisitions
completed in June and November 2000, which are not fully reflected in the nine
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months ended September 30, 2000, offset by a reduction in amortization of
goodwill associated with impairment charges taken earlier this year.

Restructuring and related charges. As a result of the restructuring plan,
we recorded a pre-tax charge of $10 million. As of September 30, 2001, we had a
remaining liability of $382,000 relating to

20

lease termination and other exit costs. This liability has been classified in
accounts payable, accrued expenses and other current liabilities on the
consolidated balance sheet and will be funded through cash provided by
operating activities and our credit facility.

Integration and other non-recurring charges. Integration and other
non-recurring charges decreased by $737,000, or 29.1%, to $1.8 million in the
nine months ended September 30, 2001, compared to $2.5 million in the nine
months ended September 30, 2000. Merger and integration expenses for the nine
months ended September 30, 2001 represent costs associated with the integration
of the 0'Gara Acquisition and certain other acquisitions, as well as costs
associated with our tax minimization project. Merger and integration expenses
in the nine months ended September 30, 2000 represent costs associated with the
integration of Safariland and certain other acquisitions, as well as costs
associated with the tax minimization project, the evaluation of strategic
alternatives and certain other one-time costs.

Equity in earnings of investee. Equity in earnings of investee was $87,000
in the nine months ended September 30, 2000 and relates to our 20% investment
in Jardine Securicor Gurkha Services Limited ("JSGS"), which was sold during
the nine month period ended September 30, 2000.

Operating income. Operating income decreased by $8.7 million, or 46.5%, to
$10.0 million in the nine months ended September 30, 2001, compared to
operating income of $18.6 million in the nine months ended September 30, 2000
due to the factors discussed above.

Interest expense, net. Interest expense, net increased by $1.5 million, or
122.5%, to $2.6 million in the nine months ended September 30, 2001, compared
to $1.2 million in the nine months ended September 30, 2000. This increase
resulted from increased borrowings in connection with the O'Gara Acquisition
and other acquisitions that were funded with long-term debt. Increased debt
levels were offset by reductions in the cost of debt we are currently paying on
our bank credit facility due to lower interest rates. Net interest expense
includes interest on and amortization of the fees associated with our $120
million credit facility, and the amortization of the discount on certain
long-term liabilities acquired as part of the Safariland acquisition.

Other income, net. Other income, net decreased by $1.8 million, or 97.2%,
to $52,000 in the nine months ended September 30, 2001, compared to $1.8
million for the nine months ended September 30, 2000. Other income, net in the
nine months ended September 30, 2001 includes the results of operations
associated with the O'Gara Acquisition from the date of purchase to September
1, 2001. Other income, net in the nine months ended September 30, 2000 was due
primarily to the sale of our investment in JSGS.

Provision for income taxes. Provision for income taxes decreased by $4.5
million, or 63.1%, to $2.7 million in the nine months ended September 30, 2001,
compared to $7.2 million in the nine months ended September 30, 2000. The
effective tax rate for the nine months ended September 30, 2001 was 36.0%,
compared to 37.4% for the nine months ended September 30, 2000. The decrease in
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our effective tax rate in the nine month ended September 30, 2001 was due to
the realization of benefits associated with our tax planning strategies in the
current period and the reduced impact of non-deductible goodwill amortization
on our effective tax rate. Our effective tax rate is continually changing as
estimated future income from our foreign operations can vary significantly from
period to period. The effective tax rate for the nine months ended September
30, 2001 is not necessarily indicative of continued tax rates due to the
continually changing concentration of income in each country in which we
operate.

Net income. Net income decreased by $7.4 million, or 60.9%, to $4.7
million in the nine months ended September 30, 2001, compared to $12.1 million
for the nine months ended September 30, 2000 due to the factors discussed
above.

FISCAL YEAR ENDED DECEMBER 31, 2000 COMPARED TO FISCAL YEAR ENDED DECEMBER 31,
1999

Product revenues. Product revenues increased by $38.6 million, or 40.0%,
to $135.3 million for the year ended December 31, 2000 ("Fiscal 2000"),
compared to $96.7 million for the year ended
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December 31, 1999 ("Fiscal 1999"). This increase was primarily due to strong
internal growth, including year over year comparisons of businesses acquired
during the previous year, of 20.4% as well as the inclusion of full year
results for Safariland and other 1999 acquisitions, and additional acquisitions
completed in Fiscal 2000. All of these acquisitions were accounted for as
purchases and accordingly the results of their operations are included only for
the period after acquisition.

Service revenues. Service revenues increased by $25.7 million, or 42.8%,
to $85.6 million in Fiscal 2000, compared to $60.0 million in Fiscal 1999. This
increase was primarily due to strong internal growth, including year over year
comparisons of security businesses acquired during the previous year, of 23.6%
as well as the inclusion of full year results for Fiscal 1999 acquisitions, and
the additional Fiscal 2000 acquisitions. All of these acquisitions were
accounted for as purchases and accordingly the results of their operations are
included only for the period after acquisition.

Cost of sales. Cost of sales increased by $43.1 million, or 45.6%, to
$137.5 million in Fiscal 2000, compared to $94.4 million in Fiscal 1999. This
increase was primarily due to increased revenues in Fiscal 2000 compared to
Fiscal 1999. As a percentage of total revenues, cost of sales increased to
62.2% in Fiscal 2000 from 60.3% in Fiscal 1999.

Operating expenses. Operating expenses increased by $13.3 million, or
36.0%, to $50.3 million in Fiscal 2000, compared to $37.0 million in Fiscal
1999. This increase was primarily due to the increased revenues from our Armor
Holdings Products and ArmorGroup Services Divisions as well as the acquisitions
which were completed in 2000. As a percentage of sales, operating expenses
decreased to 22.8% of sales in Fiscal 2000 compared to 23.6% in Fiscal 1999.

Amortization. Amortization expense increased by $1.0 million, or 39.2%, to
$3.4 million in Fiscal 2000, compared to $2.5 million in Fiscal 1999. This
increase was primarily due to additional amortization of intangible assets
acquired as a result of the acquisitions completed during Fiscal 2000, as well
as a full year of amortization relating to the 1999 acquisitions.
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Equity in earnings of investee. Equity in earnings of investee decreased
by $92,000, or 51.4%, to $87,000 in Fiscal 2000, compared to $179,000 in Fiscal
1999. The equity in earnings of investee was comprised of a 20% investment in
JSGS that we sold in Fiscal 2000 (see Other Income) .

Integration and other non-recurring charges. Integration and other
non-recurring charges increased by $0.7 million, or 28.1%, to $3.3 million in
Fiscal 2000, compared to $2.6 million in Fiscal 1999 and are related to the
integration of the acquired companies. These costs include relocation expenses
for equipment and employees, severance costs as well as charges for integrating
our sales and marketing efforts.

Operating income. Operating income increased by $6.1 million, or 29.8%, to
$26.5 million in Fiscal 2000, compared to $20.4 million in Fiscal 1999 due to
the reasons discussed above.

Interest (income) expense, net. Net interest expense was $1.9 million in
Fiscal 2000, compared to net interest expense of $17,000 in Fiscal 1999. The
increase was primarily due to interest on debt incurred to fund acquisitions
and make purchases under our stock repurchase plan.

Other income, net. Net other income was $1.8 million in Fiscal 2000,
compared to $0.8 million in Fiscal 1999. The increase was primarily due to the
gain of approximately $1.7 million recognized on the sale of our investment in
JSGS in Fiscal 2000.

Provision for income taxes. The provision for income taxes increased by
$1.3 million, or 16.7%, to $9.3 million in Fiscal 2000, compared to $8.0
million in Fiscal 1999. The provision was based on our U.S. federal and state
statutory income tax rates of approximately 37% for our U.S.-based companies
and a 10.6% blended effective tax rate for foreign operations. The effective
tax rate for our foreign operations is not necessarily indicative of expected
future rates due to the changing concentration and mix of income in the various
countries in which we operate. The effective tax rate for 2000 and 1999 was
35.4% and 37.8%, respectively. The decrease in our effective tax rate was a
result of the increased amount of income earned in jurisdictions whose
statutory tax rates were below those in the United States, as a percentage of
operating income.
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Net income. Net income increased approximately $3.9 million, or 29.2%, to
$17.0 million in Fiscal 2000, compared to $13.2 million in Fiscal 1999. This
increase was primarily due to the combination of acquisitions, internal growth,
and to the factors discussed above.

FISCAL YEAR ENDED DECEMBER 31, 1999 COMPARED TO FISCAL YEAR ENDED DECEMBER 31,
1998

Product revenues. Product revenues increased by $51.1 million, or 111.9%,
to $96.7 million for Fiscal 1999, compared to $45.6 million for the year ended
December 31, 1998 ("Fiscal 1998"). This increase was primarily due to the
acquisitions completed in 1998 and the acquisition of Safariland in 1999, as
well as strong internal growth. These acquisitions were accounted for as
purchases and the results of their operations are recorded only for the period
we owned them.

Service revenues. Service revenues increased by $8.4 million, or 16.3%, to
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$60.0 million in Fiscal 1999, compared to $51.6 million in Fiscal 1998. This
increase was primarily due to the acquisitions completed in 1998 and 1999.
These acquisitions were accounted for as purchases and the results of their
operations are recorded only for the period we owned them.

Cost of sales. Cost of sales increased by $32.8 million, or 53.2%, to
$94.4 million in Fiscal 1999, compared to $61.6 million in Fiscal 1998. This
increase was primarily due to increased revenues in Fiscal 1999 compared to
Fiscal 1998. As a percentage of total revenues, cost of sales decreased to
60.2% in Fiscal 1999 from 63.4% in Fiscal 1998 reflecting a greater proportion
of total revenue generated by our Armor Holdings Products Division in Fiscal
1999, which has higher gross margins than our ArmorGroup Services Division.
Both divisions improved their gross margins in 1999 by lowering costs through
greater efficiencies and by concentrating on higher margin investigative
business in the Services Division.

Operating expenses. Operating expenses increased by $15.1 million, or
68.9%, to $37.0 million (23.6% of total revenues) in Fiscal 1999, compared to
$21.9 million (22.5% of total revenues) in Fiscal 1998. This increase was
primarily due to the increased revenues from our Armor Holdings Products
Division which has higher sales and marketing expenses than the revenues from
the ArmorGroup Services Division, and the acquisitions we completed in 1999.

Amortization. Amortization expense increased by $1.1 million, or 82.9%, to
$2.5 million in Fiscal 1999, compared to $1.3 million in Fiscal 1998. This
increase was primarily due to additional amortization of intangible assets
acquired as a result of the Safariland acquisition and other acquisitions that
we completed during Fiscal 1999, which would not have been reflected in Fiscal
1998.

Equity in earnings of investee. Equity in earnings of investee decreased
by $534,000, or 74.9%, to $179,000 in Fiscal 1999, compared to $713,000 in
Fiscal 1998. The decrease in earnings was primarily due to losses incurred by
JSGS on its operations in India. This office was subsequently closed.

Integration and other non-recurring charges. Integration and other
non-recurring charges increased by $2.6 million to $2.6 million in Fiscal 1999.
These charges related to the integration of the acquired companies. These
charges include relocation expenses for equipment and employees, severance
costs as well as charges for integrating our sales and marketing efforts. We
did not incur such charges in Fiscal 1998.

Operating income. Operating income increased by $7.4 million, or 56.7%, to
$20.4 million in Fiscal 1999, compared to $13.0 million in Fiscal 1998
primarily due to the factors discussed above.

Interest (income) expense, net. Net interest expense was $17,000 in Fiscal
1999, compared to net interest income of $625,000 in Fiscal 1998. This increase
was primarily due to amortization of fees associated with the $60 million bank
credit agreement completed in February, 1999, as well as interest on debt
acquired as part of the purchased companies.

Other income, net. Net other income increased by $788,000 to $816,000 in
Fiscal 1999, compared to $28,000 in Fiscal 1998 and is primarily due to the
gain on the sale of stock in MACE Security International. We acquired this
stock through the exercise of warrants we received as part of an acquisition of
certain assets in July of 1998.
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Provision for income taxes. Provision for income taxes increased by $2.9
million, or 57.6%, to $8.0 million in Fiscal 1999, compared to $5.1 million in
Fiscal 1998. The provision was based on our U.S. federal and state statutory
income tax rates of approximately 39% for our U.S.-based companies and a 37%
blended effective tax rate for foreign operations. The effective tax rate for
our foreign operations is not necessarily indicative of continued tax rates due
to a continually changing concentration of income in each country in which we
operate. The increase in our effective tax rate is a result of the increased
amortization of the goodwill generated by the Safariland and other acquisitions
that is not tax deductible.

Net income. Net income increased approximately $4.6 million, or 53.5%, to
$13.2 million in Fiscal 1999, compared to $8.6 million in Fiscal 1998. This
increase was primarily due to a combination of the acquisitions made during the
year being successfully integrated, and to the factors discussed above.

LIQUIDITY AND CAPITAL RESOURCES

On August 22, 2001, we entered into an Amended and Restated Credit
Agreement (the "Credit Agreement") with Bank of America, Canadian Imperial Bank
of Commerce, First Union National Bank, Suntrust Bank, Republic Bank, Keybank
National Association, and ING (U.S.) Capital LLC. Pursuant to the Credit
Agreement, the lenders established a $120,000,000 line of credit for our
benefit expiring on February 12, 2004. The Credit Agreement, among other
things, provides for (i) total maximum borrowings of $120,000,000 and (ii) the
capability for borrowings in foreign currencies. All borrowings under the
Credit Agreement bear interest at either (i) a base rate, plus an applicable
margin ranging from .000% to .375%, depending on certain conditions, (ii) a
eurodollar rate, plus an applicable margin ranging from 1.125% to 1.875%,
depending on certain conditions, or (iii) with respect to foreign currency
loans, a fronted offshore currency rate, plus an applicable margin ranging from
1.125% to 1.875%, depending on certain conditions. Outstanding borrowings under
the Credit Agreement currently bear interest at a variable rate of 4.44% per
annum. In addition, the Credit Agreement provides that Bank of America will
make swing-line loans to us of up to $5,000,000 for working capital purposes
only and will issue letters of credit on our behalf of up to $20,000,000. As of
December 4, 2001, we had approximately $82.7 million outstanding and
approximately $37.3 million available under the Credit Agreement. All
indebtedness under the Credit Agreement will mature on February 12, 2004. We
expect to use approximately $82.7 million of our net proceeds from this
offering to repay indebtedness under our credit facility. Following such
repayment, $120,000,000 will be available under the Credit Agreement. We also
have approximately $6.9 million in other long-term debt, net of current
portion, consisting primarily of $4.2 million in industrial revenue and
industrial development bonds.

In October 1999, our Board of Directors approved a stock repurchase
program that is effective through December 31, 2001, and that allows us to
repurchase up to 10% of our outstanding shares. Under this program, we expended
approximately $9.8 million in 1999 and $12.6 million in 2000 to repurchase
approximately 1.8 million shares of our common stock. We have the ability to
repurchase up to approximately 629,000 additional shares under this program. We
expect to continue our policy of repurchasing our common stock at opportune
intervals. In addition, our Credit Agreement permits us to repurchase shares of
our common stock up to a maximum amount of $30 million if our ratio of
Consolidated Total Indebtedness to Consolidated EBITDA for any Rolling Period
(as such terms are defined in the Credit Agreement) 1is greater than 2.00 to 1;
provided that if such ratio is less than or equal to 2.00 and 1, there is no
limitation under the Credit Agreement on the amount of such stock repurchases.
As of September 30, 2001, we had the ability to repurchase up to an additional
$7.6 million of shares of our common stock under the Credit Agreement.
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As of December 31, 2000, we had working capital of $68.1 million. As of
September 30, 2001, we had working capital of $101.1 million.

We anticipate that the net proceeds from this offering, cash generated
from operations and borrowings under the Credit Agreement will enable us to
meet our liquidity, working capital and capital expenditure requirements during
the next 12 months. We may, however, require additional
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financing to pursue our strategy of growth through acquisitions. If such
financing is required, there are no assurances that it will be available, or if
available, that it can be obtained on terms favorable to us or on a basis that
is not dilutive to our stockholders.

Our capital expenditures were $7.8 million in our 2000 fiscal year and
$3.4 million in our 1999 fiscal year. Our spending on capital expenditures for
the nine months ended September 30, 2001 was $5.7 million. Such expenditures
include, among other things, leasehold improvements, computer equipment and
software, and manufacturing machinery and equipment.

RECENTLY ISSUED ACCOUNTING STANDARDS

In October 2001, the FASB issued Statement of Financial Accounting
Standards No. 144, "Accounting for the Impairment or Disposal of Long-Lived
Assets" ("SFAS 144"). SFAS 144 establishes a "primary-asset" approach to
determine the cash flow estimation period for a group of assets and liabilities
that represents the unit of accounting for a long-lived asset to be held and
used. SFAS 144 requires that a long-lived asset to be (1) abandoned, (2)
exchanged for a similar productive asset, or (3) distributed to owners in a
spin-off be considered held and used until it is abandoned, exchanged, or
distributed. SFAS 144 requires (1) that spin-offs and exchanges of similar
productive assets to be recorded at the lower of carrying value or fair value,
and that such assets be classified as held and used until disposed of and (2)
that any impairment loss resulting from a spin-off or exchange of similar
productive assets be recognized when the asset is disposed of. The provisions
of SFAS 144 will be come effective for us on January 1, 2002. The effects of
adopting this standard have not been determined.

In August 2001, the FASB issued Statement of Financial Accounting
Standards No. 143, "Accounting for Asset Retirement Obligations" ("SFAS 143").
SFAS 143 establishes accounting standards for recognition and measurement of a

liability for an asset retirement obligation and the associated asset
retirement cost. SFAS 143 requires the recognition of the fair value of a
liability for an asset retirement obligation in the period in which it is
incurred if a reasonable estimate of fair value can be made. If a reasonable
estimate of fair value cannot be made in the period the asset retirement
obligation is incurred, the liability shall be recognized when a reasonable
estimate of fair value can be made. The fair value of a liability for an asset
retirement obligation is the amount at which that liability could be settled in
a current transaction between willing parties, that is, other than in a forced
or liquidation transaction. SFAS 143 is effective for financial statements
issued for fiscal years beginning after June 15, 2002. The provisions of SFAS
143 will become effective for us on January 1, 2003. The effects of adopting
this standard have not been determined.

In July 2001, the FASB issued Statement of Financial Accounting Standards
No. 141, "Business Combinations™ ("SFAS 141"), and Statement of Financial
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Accounting Standards No. 142, "Goodwill and Other Intangible Assets" ("SFAS
142") . SFAS 141 requires that all business combinations be accounted for under
a single method -- the purchase method. Use of the pooling-of-interest method
is no longer permitted. SFAS 141 requires that the purchase method be used for
all business combinations initiated after June 30, 2001. SFAS 142 requires,
among other things, that goodwill no longer be amortized to earnings, but
instead reviewed for impairment annually. Under SFAS 142, the amortization of
goodwill ceases upon adoption of the statement, which will become effective for
us on January 1, 2002. We have historically amortized our goodwill over its
estimated useful life. The goodwill resulting from recognition made by us
subsequent to June 30, 2001 is immediately subject to the non-amortization
provisions of SFAS 142. The effects of adopting this standard have not been
determined.

We adopted Statement of Financial Accounting Standards No. 133,
"Accounting for Derivative Instruments and Hedging Activities" ("SFAS 133"), as
amended by Statement of Financial Accounting Standards No. 137 and 138, on
January 1, 2001. The Statement establishes accounting and reporting standards
requiring that every derivative instrument (including certain derivative
instruments embedded in other contracts) be recorded in the balance sheet as
either an asset or liability measured
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at its fair value. SFAS 133 requires that changes in the derivative's fair
value be recognized currently in earnings unless specific hedge accounting
criteria are met. We do not currently have derivative instruments and,
accordingly, SFAS 133, as amended, i1s not expected to impact our financial
position, results of operations or cash flows.

In March 2000, the FASB issued FASB Interpretation No. 44 ("FIN 44"),
"Accounting for Certain Transactions Involving Stock Compensation —-- an
Interpretation of APB Opinion No. 25." FIN 44 clarifies the application of APB
Opinion No. 25 and, among other issues, clarifies the following: the definition
of an employee for purposes of applying APB Opinion No. 25; the criteria for
determining whether a plan qualifies as a noncompensatory plan; the accounting
consequence of various modifications to the terms of previously fixed stock
options or awards; and the accounting for an exchange of stock compensation
awards in a business combination. The adoption of FIN 44 did not have a
material impact on our results of operations, financial position or cash flows.

RECENTLY ISSUED STAFF ACCOUNTING BULLETIN

In December 1999, the Securities and Exchange Commission issued Staff
Accounting Bulletin No. 101 ("SAB 101"). SAB 101 provides guidance on the
recognition, presentation and disclosure of revenue in the financial
statements, and is effective in the fourth quarter of 2000. SAB 101 did not
have a material impact on our results of operations, financial position or cash
flows.

BUSINESS

We are a leading manufacturer and provider of security products, vehicle
armor systems and security risk management services. Our products and services
are used by military, law enforcement, security and corrections personnel
throughout the world, as well as governmental agencies, multinational
corporations and non-governmental organizations. Our company 1is organized and
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operated under three business segments: Armor Holdings Products; Armor Mobile
Security; and ArmorGroup Services.

Armor Holdings Products. Our Armor Holdings Products Division manufactures
and sells a broad range of high quality branded law enforcement equipment, such
as tactical armor, hard armor, duty gear, less-lethal munitions, anti-riot
products, police batons, forensic products and weapon maintenance products. Our
products are marketed under brand names that are well-known and respected in
the military and law enforcement communities such as American Body Armor,
Safariland, Defense Technology, Federal Laboratories, MACE (Registered
Trademark) , PROTECH, NIK (Registered Trademark) Public Safety, Break-Free,
Monadnock Lifetime Products and Lightning Powder. We sell our manufactured
products primarily to law enforcement agencies through a worldwide network of
over 500 distributors and sales agents, including approximately 350 in the
United States. Our extensive distribution capabilities and commitment to
customer service and training have enabled us to become a leading provider of
security equipment to law enforcement agencies. We believe there are
significant opportunities to grow our manufacturing business through the
acquisition and development of new product lines, expansion into new
territories and further development of sales to specialized government and
military agencies. In addition, we believe that consistent demand for our
premium products at attractive margins will continue because our products are
critical to the safety and effectiveness of our customers. We believe that the
September 11, 2001 terrorist attacks on the United States will lead to an
increase in law enforcement professionals. These professionals will need to be
properly equipped. As a result, we believe that our product line could exhibit
higher than previously expected and sustainable demand over the next three to
five years.

Armor Mobile Security. Our Armor Mobile Security Division manufactures and
installs ballistic and blast protected armoring systems for military vehicles,
commercial vehicles, military aircraft and missile components. Under the brand
name O'Gara-Hess & Eisenhardt, we are the sole-source provider to the U.S.
military for the supply of armoring and blast protection systems for the HMMWV.
We have also entered into an agreement to provide the U.S. military with
certain maintenance services with respect to its HMMWVs. There is currently an
installed base of
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approximately 2,200 HMMWVs subject to this maintenance arrangement. We expect
that our maintenance services may increase if the U.S. military substantially
increases its HMMWV purchases or substantially increases its use of the current
installed base. Additionally, the Armor Mobile Security Division has been
subcontracted to develop a ballistically armored and sealed truck cab for
HIMARS, a program currently in development for the U.S. Army, and also markets
armor sub-systems for other tactical wheeled vehicles. We armor a variety of
commercial vehicles, including limousines, sedans, sport utility vehicles,
commercial trucks and cash-in-transit vehicles, to protect against varying
degrees of ballistic and blast threats. We believe that increased demand for
Up-Armored HMMWVs and other armored vehicles is likely following the September
11, 2001 terrorist attacks. We believe that we have adequate capacity to
accomodate an expected increase in orders.

ArmorGroup Services. Our ArmorGroup Services Division provides a broad
range of sophisticated security risk management solutions to multinational
corporations in diverse industries such as natural resources, financial
services and consumer products, and to governmental and non-governmental
agencies such as the U.S. Departments of State and Defense, the United Nations
and CARE International. Our clients typically have personnel and other
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investments in unstable and often violent areas of the world. Through our
offices on five continents, we provide our multinational clients with a
diversified portfolio of security solutions to assist them in mitigating risks
in their operations around the world. Our highly trained, multilingual and
experienced security personnel work closely with our clients to create and
implement solutions to complex security problems. These services include
security planning, advice and management, security systems integration,
intellectual property, asset protection, due diligence investigations and
training programs in counterintelligence, countersurveillance, advanced driving
techniques and ballistics. We believe that many of our security services, while
often representing a small portion of our clients' overall cost of doing
business, are critical to our clients' success. We believe that this creates a
consistent demand for our premium services at attractive margins. The September
11, 2001 terrorist attacks on the United States has heightened security
concerns at corporations and governmental and non-governmental organizations.
We believe that our global infrastructure and experience will allow us to
respond aggressively to increased concerns and to provide our services as
required.

INDUSTRY OVERVIEW / MARKET OPPORTUNITY

We participate in the defense and global security products and services
industries through the manufacture of security products marketed to military,
law enforcement, security and corrections personnel, by providing specialized
security services to multinational corporations and governmental agencies and
by manufacturing and installing ballistic and blast protected armoring systems
for military vehicles, commercial vehicles, military aircraft, and missile
components. Increasingly, governments, militaries, businesses, and individuals
have recognized the need for our products and services to protect them from the
risks associated with terrorism, physical attacks, threats of violence,
white-collar crime and fraud.

The U.S. has been the target of several deadly terrorist attacks directed
towards its citizens and facilities around the world. In 1998, U.S. embassies
in Nairobi, Kenya and Dar Es Salaam, Tanzania were bombed. In 2000, the U.S.
Navy destroyer, USS Cole, was bombed in the Yemeni port of Aden. Most recent
were the terrorist attacks on September 11, 2001 against the World Trade Center
in New York and the Pentagon in Washington, D.C. The continued U.S. military
response and additional security measures related to the terrorist threat will,
we believe, require spending at federal, state, and local agencies,
corporations and U.S. diplomatic facilities around the world. Institutions,
including the U.S. government, DoD, government agencies and multinational
corporations are redefining strategies to protect against and combat terrorism.

The terrorist attacks on September 11, 2001 have emphasized the importance
of a strong national defense both abroad and domestically. Prior to September
11, 2001, as part of President George W. Bush's stated commitment to strengthen
national defense, the Bush Administration submitted to Congress a $328 billion
fiscal 2002 defense budget that reflected an 11.0% increase over the fiscal
2001 defense budget submitted by the Clinton Administration, representing the
first double digit increase
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since Operation Desert Storm. Since September 11, 2001, Congress has passed a
$40 billion supplemental appropriation and established the Office of Homeland
Security to be headed by the former Governor of Pennsylvania, Thomas J. Ridge.
On September 30, 2001, the DoD released its Quadrennial Defense Review Report.
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The report emphasized the establishment of a new strategy for America's defense
and highlighted the need to enhance critical domestic defense infrastructure
that may require changes in force structure and organization. This new force
structure may result in an increase in U.S. military personnel, law enforcement
personnel, airport security personnel, and federal sky marshals who would
require law enforcement products and training. Many U.S. and Western
multinational corporations, commercial organizations, and governmental and
non—-governmental organizations, especially airports, must also place increased
attention on security issues that we believe will require security consulting
services. It is also possible that the military will require additional
equipment and training in order to fight the war on terrorism on several fronts
simultaneously.

Law Enforcement Security Products Market. In response to an increased
emphasis on safety and protection, the number of active police officers has
increased significantly over the past several years. By 1999 there were
approximately 933,000 law enforcement personnel in the U.S. We expect the
likely increase in law enforcement personnel due to the September 11, 2001
terrorist attacks to lead to an increase in demand for our products. We believe
that the historical rise in the prison population has spurred demand from
institutional corrections facilities for law enforcement security products.

Vehicle Armor Market. Recent terrorist activities may accelerate the need
for armoring light military vehicles that will be utilized in hostile
environments in order to carry out mission objectives required by the U.S.
military's war on terrorism. As multinational corporations seek to implement
more comprehensive security programs, one area of focus will be executive
protection. We believe that the use of armored commercial vehicles in high
fright areas will increase as multinational corporations expand their
operations.

Specialized Security Services Market. Corporations are increasingly
contracting experienced private companies to handle their security services.
Industry studies demonstrate that the worldwide security services market has
grown at a rate of 8.0% annually from 1995 to 2000. Total revenues for the
worldwide market have reached $61.8 billion and is expected to continue to grow
to $87.9 billion by 2005. Management believes that demand by multinational
corporations and governmental agencies operating in developing nations for
security services such as risk assessment, crisis management, guard force
management, security force organization and executive protection is likely to
increase as these entities continue to establish operations and manufacturing
facilities in developed and developing countries. In addition, there are risks
related to white-collar crime and fraud. Demand for corporate investigative
services continues to grow as corporations react to the need to protect their
assets against the growing threat of fraud, counterfeiting and piracy of
intellectual property.

BUSINESS STRENGTHS

We believe that the following key strengths are critical to our success as
a leading provider of security products, vehicle armor systems and security
risk management services.

Broad Portfolio of Products and Services. We offer a broad portfolio of
security products, armor systems and security services enabling us to provide
comprehensive solutions to our customers' security needs. We strive to enhance
our position as a single source provider of global security services to our
clients and believe that our worldwide infrastructure enables us to follow our
governmental and multinational corporate clients to new geographical markets as
well as cross-sell additional services to these customers. Similarly, our
extensive product distribution network allows us to provide our customers a
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broad array of complementary manufactured law enforcement equipment. Through
strategic acquisitions and internal growth, we expect to continue to expand our
product and service offerings and further diversify our revenue base.

Strong Brands with Leading Market Positions. Product lines are marketed
under brand names widely recognized in the military and law enforcement
communities, such as American Body Armor, NIK (Registered Trademark) , Defense
Technology, Federal Laboratories, MACE (Registered Trademark) , Safariland,
O'Gara—-Hess & Eisenhardt,
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and others. Due to the life protecting nature of the products in the markets
that we serve, end users prefer to purchase premium products with brand names
that have solid reputations for quality and that provide high levels of
performance. The strength of our brand names has contributed to our leading
market positions in several of the product categories in which we compete.

Strong Client Base and Extensive Distribution Network. Armor Holdings
Products has a broad, full service network of approximately 350 domestic
distributors and 150 international agents to sell our portfolio of manufactured
law enforcement equipment. The Armor Mobile Security Division's client base
includes governmental and private buyers and employs a global sales force to
market its commercial products. ArmorGroup Services has a global footprint and
currently operates in 38 countries that enables it to serve a client base
representing governmental and non-governmental agencies and approximately 500
multinational corporations worldwide. The quality and scope of our products and
the strength of our brand names has enabled us to establish one of the largest
distribution networks in the industry and engendered the loyalty of our
distributors. We work closely with our distributors and agents to respond to
and anticipate the needs of end users, which we believe allows us to maintain
our market leadership position. We believe that the diversity of our clients'
end markets, the continued globalization of our clients and the strength of our
distribution relationships minimize our dependence on any particular product,
market, or customer.

Proven Track Record of Identifying, Completing and Integrating
Acquisitions. Since January 1996, we have completed 27 acquisitions. We employ
a disciplined approach to evaluating acquisition opportunities and integrating
the operations of acquired businesses. We believe
that these acquisitions, in the aggregate, have strengthened our market
position, leveraged our distribution network and expanded our product and
service offerings. Further, we believe that our performance based compensation
plan enables us to retain strong managers of acquired businesses and provides
for timely and efficient integration of acquired operations.

Sole-Source Provider of Up-Armored HMMWVs. Through our Armor Mobile
Security Division, we are the sole-source provider of Up-Armored HMMWVs to the
U.S. military, as well as the armoring of the HIMARS cab, a program currently
in development for the U.S. Army. Contracted by the DoD, the Armor Mobile
Security Division (then part of a division of The Kroll-0O'Gara Company)
delivered 377 HMMWVs in 2000, and expects to deliver approximately 500 in 2001.
We believe that deliveries for 2002 could be as high as 700 to 1,000 units,
based on recent inquiries from the DoD. This growth is driven by an increased
defense budget for procurement, heightened demand due to recent military
deployments and activation of U.S. Reserve and National Guard units, and the
potential of a long term, multi-front offensive against terrorism. Current U.S.
Army requirements call for approximately 7,500 Up-Armored HMMWVs that we expect
will be part of the military's mechanized forces through approximately 2030.
Aftermarket sales of spare parts and services/maintenance are also extremely
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attractive, as we are the incumbent provider of the armoring on an installed
base of over 2,200 Up-Armored HMMWVs. We believe that our strength in this
product segment is significant and should drive future growth.

GROWTH STRATEGY

We expect the demand for security products, vehicle armor systems, and
security risk management services will continue to grow, especially given the
expected impact of the September 11, 2001 terrorist attacks on the United
States. We plan to address this growth by offering a comprehensive array of
premium security risk management products and services. We intend to enhance
our leadership position through strategic acquisitions by creating a broad
portfolio of products and services to satisfy all of our customers'
increasingly complex security needs. By establishing a critical mass of
products and services and a broad base of customers, we have built in the
capacity to perform multiple aspects of our clients' threat analyses and
security provisions on a comprehensive basis. We plan to continue to execute
this growth strategy primarily through internal expansion of our existing
businesses and through strategic acquisitions of businesses offering
complementary services, markets, and customer bases. The following elements
define our growth strategy:
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Capitalize on Exposure to Military Programs. We expect an increase in
volume for our current major military programs. The events of September 11,
2001 are expected to result in additional funds being allocated to the DoD. We
expect several of our military programs to be positively affected. These
include the Concealable Body Armor Program through which we supply concealable
body armor to the U.S. Army and the Special operation forces Personal Equipment
Advance Requirement ("SPEAR") program, which supplies special ballistic vests
and load bearing equipment to U.S. Special Forces. We also expect an increase
in the United States Tank Automotive Armored Command's HMMWV delivery
requirements. We are the sole-source provider to the U.S. military for the
supply of armor and blast protection to the HMMWVs. We are well positioned on
these programs and have a proven track record and a strong relationship with
the U.S. military. Additionally, we expect to participate in other existing and
future military programs that require our unique products and services.

Expand Distribution Network and Product Offerings. We will continue to
leverage our distribution network by expanding our range of branded law
enforcement equipment through the acquisition of niche defensive security
products manufacturers and by investing in the development of new and enhanced
products which complement our existing offerings. We believe that a broader
product line will enable us to strengthen our relationship with our
distributors and add additional quality distributors, and enhance our brand
appeal with military, law enforcement and other end users.

Capitalize on Increased Homeland Security Requirements. We are well
positioned to provide products, services and specialized training that are
essential to establishing a sustainable Homeland Security infrastructure. Due
to the September 11, 2001 terrorist attacks on the United States, the U.S.
government has created the Office of Homeland Security. Although this Office's
mandate is still being finalized, a Homeland Security infrastructure will be
developed. We believe that our three divisions are well equipped and prepared
to help build this infrastructure. Our Armor Holdings Products Division is
positioned to provide the products that additional military, law enforcement,
security and corrections personnel require to combat terrorism and threats to
our homeland. Our Armor Mobile Security Division is prepared for an expected
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increase in armored commercial vehicles for use by federal, state and local
government agencies. The services provided by our ArmorGroup Services Division
are expected to be more sought after as U.S. government agencies and
corporations re-evaluate their security programs. For example, we expect to
leverage our global experience and reputation into domestic airport security
training.

Increase Global Position in High Fright Areas. We will service the
heightened security concerns of governments, agencies and corporations in
existing high fright areas. We will also leverage our global expertise and
reputation for providing security products and services in newly developing
high fright areas. We target regions that have economic and political
instability as well as regions with increased regulation, growth in prison
populations and growing national and regional security concerns. We also grow
the scope of our existing product and service offerings by servicing existing
customers who expand geographically.

Broaden Service Offerings to Existing Client Base. We will broaden our
existing service offerings through strategic acquisitions and develop a
comprehensive range of security risk management offerings with a global network
of service providers. We intend to continue to market our expanded offerings by
increasing penetration of our existing client base with sales of additional
services.

Pursue Strategic Acquisitions. The security risk management products and
services industry is highly fragmented and characterized primarily by smaller,
geographically restricted single product or service providers. We believe,
however, that many clients in the industry would prefer to deal with a
consolidated entity that can provide a broad spectrum of services and/or
products in the security risk management industry with coverage of their needs
across entire regions, or globally. As a result, we selectively pursue
acquisitions that complement and expand our product and service offerings and
provide access to new geographic markets, additional distribution channels and
new client relationships.
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ACQUISITIONS
We have pursued a strategy of growth by acquiring businesses and assets
that complement our existing operations. We use several criteria to evaluate

prospective acquisitions, including whether the business to be acquired:

o0 broadens the scope of the services or products we offer or the
geographic areas we serve;

o offers attractive margins;
o is accretive to earnings;

o offers the opportunity to enhance profitability by improving the
efficiency of our operations;

o0 1s managed in a manner consistent with our existing businesses; and

o complements our portfolio of existing businesses by increasing our
ability to manage our customers' needs.

We exercise a high degree of financial discipline and strictly adhere to these
criteria. As a result, we do not enter into transactions that we believe would
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be dilutive to our earnings. Since January 1996, we have consummated 27
acquisitions.

The Armor Holdings Products Division has acquired 11 companies since 1996.
The largest acquisition completed by this division was Safariland, a producer
of law enforcement products such as body armor, duty gear, and automotive
accessories in 1999. Safariland had approximately $47.0 million in annual
revenues at the time of acquisition. The Armor Mobile Security Division
completed the O'Gara Acquisition in August 2001. The Armor Mobile Security
Division provides ballistic and blast protection armoring systems and training
(training was integrated into the ArmorGroup Services Division). The businesses
acquired in the O'Gara Acquisition had approximately $112.4 million ($6.1 of
which relates to businesses integrated into our ArmorGroup Services Division)
in annual revenues at the time of acquisition. The ArmorGroup Services Division
has acquired 15 companies since 1996. The largest acquisition occurred in 1997
when DSL Group Limited, a security risk management and consulting services
firm, was acquired. DSL Group Limited had approximately $31.0 million in annual
revenues at the time of acquisition.

PRODUCTS AND SERVICES
ARMOR HOLDINGS PRODUCTS

Body Armor. We manufacture and sell a wide array of armor products under
the leading brand names American Body Armor, PROTECH and Safariland that are
designed to protect against bodily injury caused by bullets, knives and
explosive shrapnel. Our principal armor products are ballistic resistant vests,
sharp instrument penetration armor, hard armor such as anti-riot gear, shields
and upgrade armor plates, and bomb protective gear. Our line of ballistic
protective vests provides varying levels of protection depending upon the
configuration of ballistic materials and the standards (domestic or
international) to which the armor is built. We primarily sell ballistic
resistant vests, under the brand names Xtreme (Trade Mark) and Zero-G (Trade
Mark) . Our body armor products that are manufactured in the United States are
certified under guidelines established by the National Institute of Justice.

We offer two types of body armor, concealable armor and tactical armor.
Concealable armor, which generally is worn beneath the user's clothing, is our
basic line of body armor. These vests are often sold with a shock plate, which
is an insert designed to improve the protection of vital organs from sharp
instrument attack and to provide enhanced blunt trauma protection. Tactical
armor is worn externally and is designed to provide protection over a wider
area of a user's body and defeat higher levels of ballistic threats. The vests,
which are usually manufactured with hard armor ballistic plates that provide
additional protection against rifle fire, are designed to afford the user
maximum protection and may be purchased with enhanced protection against neck
and shoulder injuries. Tactical armor is offered in a variety of styles,
including tactical assault vests, tactical police jackets, floatation vests,
high coverage armor and flak jackets.
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Our sharp instrument penetration armor is designed primarily for use by
personnel in corrections facilities and by other law enforcement employees who
are primarily exposed to threats from knives and other sharp instruments. These
vests are constructed with special blended fabrics, as well as flexible woven
fabrics and are available in both concealable and tactical models. In addition,
these vests can be combined with ballistic armor configurations to provide both
ballistic and sharp instrument penetration protection.
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We manufacture several hard armor products under the PROTECH brand name.
PROTECH products include ballistic shields, and other personal protection
accessories and armor products for helicopters, automobiles and riot control
vehicles.

We also manufacture a variety of hard armor ballistic shields primarily
for use in tactical clearance applications. These shields are manufactured
using a variety of ballistic fibers, polyethylene ballistic materials,
ballistic steel, ballistic glass or a combination of any one or more of these
materials. Other hard armor products include barrier shields and blankets.
These products allow tactical police officers to enter high threat environments
with maximum ballistic protection.

Other specialty products that we manufacture include armored press vests,
executive vests, raincoats and fireman turnout coats. These specialty products
can be custom designed to provide various levels of ballistic protection. We
also distribute a variety of items manufactured by others, including gas masks,
helmets, goggles and face shields.

Duty Gear. We are a leading supplier of duty gear to law enforcement
personnel in the United States. Uniformed police officers require a wide
assortment of duty gear, which typically includes items such as belts, safety
holsters, handcuff and flashlight holders and related accessories. We
manufacture and sell duty gear and accessories under the widely recognized
brands Safariland (Safari-Laminate (Trade Mark) ) and NYLOK (Registered
Trademark) (nylon) . Duty gear represents a very attractive market and one in
which brand appeal, safety and quality dictate demand. Replacement sales
represent significant recurring demand for duty gear.

Less—-Lethal Products. Under the Defense Technology, First Defense (Trade
Mark), Federal Laboratories, MACE (Registered Trademark) and Guardian brands,
we manufacture and sell a complete line of less-lethal, anti-riot and crowd
control products designed to assist law enforcement and military personnel in
handling situations that do not require the use of deadly force. These
products, which generally are available for use only by authorized public
safety agencies, include pepper sprays, tear gas, specialty impact munitions
and diversionary devices. We are also the exclusive distributor of Mine Safety
Appliance Advantage 1000 and Millenium model gas masks in the United States.

Through the acquisition of the assets of the law enforcement division of
Mace Security International, Inc., we acquired the exclusive license to use the
MACE (Registered Trademark) Dbrand in connection with the manufacturing and
sale of MACE (Registered Trademark) aerosol sprays to law enforcement entities
worldwide. We also manufacture pepper sprays containing the active ingredient
Oleoresin Capsicum, a cayenne pepper extract. Our pepper spray formula is
patented and carries the trademark name of First Defense (Trade Mark) . The
products range from small "key-ring" and hand held units to large volume
canisters for anti-riot and crowd control applications.

Our tear gases are manufactured using Orthochlorabenzalmalononitrile and
Chloroacetophenone. These products are packaged in hand held or launchable
grenades, both pyrotechnic and non-pyrotechnic, as well as in 37mm, 40mm and 12
gauge munitions. The munitions include barricade rounds, blast dispersions and
pyrotechnic canisters. We hold a patented design covering two of our
non-pyrotechnic grenades.

We manufacture a wide range of specialty impact munitions that can be used
against either individual targets or in anti-riot and crowd control situations.
These products, which range from single projectiles, such as bean bags, rubber
balls, sponge rounds, wood and rubber batons, to multiple projectile products
containing rubber pellets, rubber balls or foam, can be fired from standard 12
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gauge shotguns, 37mm gas guns and 40mm launchers.
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We also manufacture a patented and trademarked device that is used for
dynamic entries by specially trained forces where it is necessary to divert the
attention of individuals away from an entry area. This product, which carries
the trademark name of Distraction Device (Trade Mark), emits a loud bang and
brilliant flash of light when used.

Police Batons. We manufacture police batons of wood, alloy steel, acetate,
aluminum and polycarbonate products under our brand name Monadnock. Branded
products include our trademarked, patent pending new Auto-Lock (Trade Mark)
baton and our friction lock baton. Our batons are manufactured in a variety of
lengths for different intended users, including patrol officers, detectives,
corrections officers and other law enforcement personnel in smaller portable
units. We believe that our manufacturing specifications are the highest in the
marketplace and set the standard in the industry.

Forensic Products. We assemble and market portable narcotic identification
kits under the NIK (Registered Trademark) Dbrand name that are used in the
field by law enforcement personnel to identify a variety of controlled
substances, including Ecstasy, cocaine, marijuana, heroin and methamphetamine.
We also assemble and market evidence collection kits and evidence tape, and
have the exclusive rights to distribute Flex-Cuf (Registered Trademark)
disposable restraints.

We manufacture and distribute a more extensive line of evidence collection
equipment under our brand name Lightning Powder. These products, such as
fingerprint powders, dusting brushes, and lifting tape, are used to collect
latent fingerprints. Other supplies for evidence collection that we distribute
include bags, tapes, stone casting equipment and high powered, distortion free
magnifying glasses.

Weapon Maintenance Products. We manufacture synthetic based lubricants,
cleaners and preservative compounds for military weapon maintenance, law
enforcement, civilian firearms/sports equipment and industrial machinery. Our
flagship weapon maintenance product, Break Free CLP (Registered Trademark),
was specifically developed to provide reliable weapon lubrication in
battlefield conditions; remove firing residues, carbon deposits and other
firing contaminants; repel water and dirt and prevent corrosion; and keep
weapons combat ready and functional in steamy jungles, dust blown deserts,
salty air of sea and coast, and cold and icy climates.

Automotive Accessories. Through our Safariland subsidiary, we manufacture
and supply automotive accessories such as tire covers, seat covers, cargo
organizers and grill covers to automobile manufacturers, including Toyota,
Ford, Honda, Nissan, Mitsubishi, Kia and Subaru.

ARMOR MOBILE SECURITY

We provide ballistic and blast protection armoring systems for military
vehicles, commercial vehicles, military aircraft, and missile components,
including the following:

Military Products. We are the sole-source provider to the U.S. military
for the supply of armoring and blast protection systems for the HMMWV. The
HMMWV chassis is produced by AM General Corporation and shipped directly to our
facility in Fairfield, Ohio where armor and blast protection components are
added. The Up-Armored HMMWVs provide exterior protection against various levels
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of armor piercing ammunition, overhead airburst protection and underbody blast
protection against anti-tank and anti-personnel mines. In addition, we install
other features designed to enhance crew safety, comfort and performance, such
as air conditioning, weapon turrets and mounts, door locks and shock absorbing
seats. We charge $70,000 to $110,000 for these ballistic and blast protective
systems. During 2000, the Armor Mobile Security Division (then part of a
division of The Kroll-O'Gara Company) shipped 377 Up-Armored HMMWVs. We also
supply engineering design and prototype services in support of the Up-Armored
HMMWV Program, and supply spare parts and logistic support.

We are serving as a subcontractor to develop a ballistically armored and
sealed truck cab for HIMARS, a program currently in development for the U.S.
Army. The truck is used to fire missiles which are a part of either the
Multiple Launch Rocket System or the Army Tactical Missile System.
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We market armor sub-systems for other tactical wheeled vehicles, such as
2.5 ton and 5.0 ton trucks. We also produce various armor systems as a
subcontractor to larger defense contractors, such as Lockheed Martin
Corporation. These products include armor for containers for fuels and missile
launchers and for pilot protection, and often involve the use of unique
materials or methods.

Commercial Products. We armor a variety of vehicles, including limousines,
sedans, sport utility vehicles, commercial trucks and cash-in-transit vehicles,
to protect against varying degrees of ballistic and blast threats. The armoring
process begins with the disassembly of a new base vehicle. This disassembly
normally involves the removal of the interior trim, seats, doors and windows.
The passenger compartment then is armored with both opaque and transparent
armor. Other features, such as run flat tires and non-exploding gas tanks, also
may be added. Finally, the vehicle is reassembled as close to its original
appearance as possible. The types of commercial products produced are described
below. Our relationship with various vehicle manufacturers has been valuable in
permitting us to armor certain vehicles while allowing the customer to maintain
the benefits of warranties issued by the vehicle manufacturer. During 2000, the
Armor Mobile Security Division (then part of a division of The Kroll-O'Gara
Company) shipped approximately 1,132 commercial armored vehicles.

We produce fully armored vehicles and light armored vehicles. Fully
armored vehicles, such as limousines, large sedans or sport utility vehicles,
typically are armored to protect against attacks from military assault rifles
such as AK-47s and Mlé6s. These vehicles also can be blast protected by
enhancing the ballistic and underbody protection with proprietary materials and
installation methods that protect the occupants against a defined blast threat.
Blast protected vehicles defend against threats such as pipe bombs attached to
the exterior of the vehicle and nondirectional charges of 20 kg of TNT
detonated approximately five meters from the vehicle. Fully armored vehicles
typically sell for $70,000 to $200,000 exclusive of the cost of the base
vehicle.

Fully armored vehicles also include Parade Cars, which are formal
limousines used predominantly for official functions by a president or other
head of state. These vehicles are usually customized based upon a commercially
available chassis which we essentially rebuild completely. Because the threat
of organized assassination attempts is greater for heads of state, these
vehicles normally incorporate more advanced armor and sophisticated protection
features. These features can include supplemental air and oxygen systems, air
purification systems to protect against chemical or biological contamination,
underbody fire suppressant systems, tear gas launchers, anti-explosive
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self-sealing fuel tanks, electric deadbolt door locks, gun ports and bomb
scanners. Parade Cars normally sell for $300,000 to in excess of $1.0 million
inclusive of the cost of the base wvehicle.

Light armored vehicles are similar in all respects to fully armored
vehicles except that substantially less total weight of armoring is added.
Therefore, it is possible to armor smaller vehicles such as the Volkswagen
Jetta and the General Motors Omega, as well as larger vehicles such as the
Mercedes Benz S600 and the Jeep Grand Cherokee. Light armored vehicles are
designed to protect against attacks from handguns, such as a 9mm or .357
Magnum. The price of a light armored vehicle ranges from $5,000 to $60,000
exclusive of the cost of the base vehicle.

We also produce specialty vehicles, cash-in-transit vehicles and
commercial truck bodies. Specialty vehicles are custom built for a specific
mission. Examples of specialty vehicles are Escort Cars, usually convertibles,
and Chase Cars, usually closed top vehicles, in which security personnel ride
while in a head of state motorcade. Cash-in-transit vehicles are used by banks
or other businesses to transport currency and other valuables. After starting
with a van or small truck, we modify the base vehicle to provide protection for
the cargo and passengers from ballistic and blast threats. We also build
commercial truck bodies. The truck bodies are manufactured primarily for 3.5
ton trucks and are installed on chassis produced by a variety of manufacturers.

ARMORGROUP SERVICES

Our ArmorGroup Services Division provides a broad range of sophisticated
security risk management services to multinational corporations and to
governmental and non-governmental agencies, including the following services:
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Security Planning, Advice and Management. We are a leading international
provider of specialized security risk management services. We operate in high
risk and hostile environments characterized by political instability,
diminished law-and-order, emerging market conditions and/or significant natural
resources, such as Africa, South America, Southeast Asia, Central Asia, the
Balkans and Russia. The core of our service business is the creation and
implementation of risk management plans and solutions to complex security
problems in high risk areas through detailed and targeted analysis of potential
threats to security, assistance in the secure design of facilities, the
provision of highly qualified specialists with extensive international
experience in practical security applications and on-going training of security
personnel and client personnel with respect to preventive security measures. We
also provide post-conflict support and services, including specialized mine
clearance, to humanitarian organizations, including agencies of the United
Nations. We provide a full range of services including surveys, technical
advice, explosive ordinance disposal and mine awareness training for local
communities.

We offer security solutions that involve law enforcement training,
security consultation services and experienced security personnel who act as
planners, trainers, managers, advisors, instructors and liaison personnel. We
also provide teams of security consultants and advisors many of whom are
British Special Air Services veterans. We provide security services including
risk assessment, project organization and management, equipment, training and
management of existing guard forces, system design, procurement and
installation, crisis management, VIP protection, specialist training and
evacuation planning. On-site guards are supervised, managed and trained by our
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professional security staff. Our clients are multinational corporations in
industries including petrochemical and natural resource extraction,
manufacturing, travel and financial services. Additionally, we serve
governmental and non-governmental agencies.

Security Systems Integration. We are a provider of security systems
specializing in the design, integration, maintenance and technical support of
sophisticated electronic and computer driven security and fire alarm systems.
We specialize in high speed analog and digital transmission designs for life
safety, communication, alarm, closed circuit television, access control,
television and security systems. These systems are installed in airports,
banks, government buildings, hospitals, prisons, universities, stores, office
buildings, telecommunications centers, radio and television stations, and
similar locations. Our clients include multinational corporations, major
contractors, embassies, and high commissions.

Intellectual Property Asset Protection. We provide a full range of
consulting and investigative services specializing in worldwide intellectual
property asset protection for multinational corporations with products that
have valuable brand name recognition. Our services range from protecting
companies against counterfeiting, patent infringements, product tampering, gray
market distribution, and extortion to identifying unethical supplier activities
such as the use of child labor. These services are provided by professionals
with extensive backgrounds in related areas, including trade and customs law.
We offer brand protection and often work with our clients during product
development to establish trademark and patent protection strategies and work to
protect the brand throughout its lifecycle. Our clients include multinational
branded product companies involved in tobacco, sportswear, spirits, and
pharmaceuticals, as well as financial services and insurance companies.

Investigation and Due Diligence. We provide fraud investigation, asset
tracing, computer forensic, computer evidence consulting, due diligence,
litigation research, political risk analysis and other business intelligence
services to multinational and financial services companies worldwide. We rely
on our network of business intelligence contacts, many proprietary and public
databases, and our experience in gathering and deciphering hard to find
information. Our professionals have various backgrounds including experience in
financial, due diligence and foreign intelligence services. Our clients include
investment and commercial banks, insurance companies, law firms and other
multinational corporations.

Training. We offer comprehensive security training programs in
counterintelligence, countersurveillance, advanced driving techniques, and
ballistics at our facilities near Washington, D.C.,
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San Antonio, Texas and Mexico City, Mexico and at customer designated
locations. We also offer security, counterintelligence and countersurveillance
training courses for both U.S. government agencies and clients in the private
sector. The training includes instruction on methods of recognizing and
deterring security risks. Students learn methodologies utilized by terrorists,
what information is needed by terrorists in order to plan an attack and how to
block or manipulate this flow of intelligence.

CUSTOMERS
Armor Holdings Products. In 2000, we sold approximately 83% of our

products in North America, with the balance sold internationally. The primary
end users of our products are federal, state and local law enforcement
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agencies, local police departments, state corrections facilities, U.S. and
allied militaries, highway patrols and sheriffs' departments. We reach these
customers through a distribution strategy that utilizes a worldwide
distribution network of approximately 350 domestic distributors and 150
international agents, as well as 17 domestic regional sales managers who
promote our products but refer customers to a local distributor for purchasing.

Armor Mobile Security Division. The market for military hardware products
is worldwide in scope, including the U.S. military and foreign defense forces.
Our major contracts for delivery of Up-Armored HMMWVs are with the U.S.
military. We are also serving as a subcontractor to develop a ballistically
armored and sealed truck cab for HIMARS, a program currently in development for
use by the U.S. Army. Additionally, we provide protected container systemns,
typically used to protect missile systems from small arms fire, to the U.S.
military under a subcontract with Lockheed Martin Corporation.

Our armored commercial vehicle customers include governmental and private
buyers. U.S. and foreign governmental buyers purchase both fully and
light-armored vehicles. Governmental buyers also comprise the market for Parade
Cars. Typically, governmental buyers consist of ministries of foreign affairs,
defense and internal affairs and offices of presidential security. These
customers are not constrained in their purchasing decisions by considerations
such as import duties and taxes and are free to search globally for the best
product available. The procurement cycles of governmental buyers can range from
relatively rapid, when the vehicles are for the use of the head of state or in
response to a particular crisis, to prolonged bureaucratic bids and evaluations
for normally budgeted items. Private customers for armored commercial vehicles
include corporations and individuals. Private buyers are much more sensitive to
cost, of which import duties and taxes may be a substantial part, and,
therefore, often will buy a locally produced product, if one exists that meets
their needs. Local servicing of the vehicle is also a critical concern to
private buyers. Customers for cash-in-transit vehicles are generally financial
institutions. Purchasing decisions for cash-in-transit vehicles depend on many
criteria including insurance and regulatory requirements and costs, and whether
the financial institution is private or governmental.

ArmorGroup Services. Our principal security services clients include
multinational corporations that have significant investments in remote and
hostile areas of the world. We currently serve clients in over 15 industries
including petrochemical, mining, branded products, financial services,
insurance and legal. Other significant clients include the U.S. Departments of
State and Defense, the United Nations, CARE International and a variety of
banking, finance, aid and humanitarian organizations and companies engaged in
international trade and commerce.

No customer accounted for more than 10% of total sales in Fiscal 2000. Our
ten largest customers accounted for approximately 19% of total sales for Fiscal
2000. These figures do not include sales by the Armor Mobile Security Division.
Approximately 32% of the Armor Mobile Security Division's net sales during 2000
were derived from U.S. military contracts and an additional 15% were derived
from commercial contracts with U.S. governmental agencies or foreign
governments. Military and governmental contracts generally are awarded on a
periodic or sporadic basis.

MARKETING AND DISTRIBUTION
Armor Holdings Products. As a result of our history of providing high

quality and reliable armor, tactical armor, hard armor, duty gear, less-lethal
munitions, anti-riot products and forensic
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products, we enjoy excellent name recognition and a strong reputation in the
law enforcement equipment industry. The central element of our marketing
strategy is to capitalize on our name recognition and reputation amongst our
customers by positioning ourselves as a global provider of many of the premier
security risk management products and services that our customers may need. By
positioning ourselves in this manner, we can capitalize on our existing
customer base and our extensive global distribution network, maximize the
benefits of our long history of supplying security related products around the
world and leverage our leadership position in the security risk management
products and services markets. When entering a foreign market, we penetrate the
market by offering the most comprehensive range of products and services
available in the security industry. We tailor our marketing strategy to each
geographic area of the world and will often tailor our product offering by
country. There are opportunities for cross marketing of military and law
enforcement products, which could strengthen the image of each product group.
We believe that our ability to cross-market our security risk management
products and services will enhance our position as an integrated provider of an
extensive assortment of such products and services.

In addition, we have designed comprehensive training programs to provide
initial and continuing training in the proper use of our various products.
These training programs, offered by The Training Academy for Technology and
Tactics, are typically conducted by trained law enforcement and military
personnel that we hire for such purposes. Certain of our training programs also
contribute to revenues. Training programs are an integral part of our customer
service. In addition to enhancing customer satisfaction, we believe that they
also help breed customer loyalty and brand awareness, so that we may sell
additional products to the same customer. Our marketing efforts are further
augmented by our involvement with and support of several important law
enforcement associations, including the National Tactical Officer's
Association, the International Law Enforcement Firearms Instructors, the
American Society of Law Enforcement Trainers and the International Association
of Chiefs of Police.

We further reinforce distributor loyalty by offering price discounts to
high volume distributors. We believe that relationships with our distributors
are strong. The distributors benefit from their association with us due to the
quality our manufactured products, the scope of our product line, the high
degree of service we provide and the distributor's opportunity to participate
profitably in the sale of our products.

We seek to expand our distribution network. As we identify and acquire
businesses that fit strategically into our existing product and service
portfolio, we maximize our distribution network by offering additional products
and services. Recent acquisitions have opened new channels of global
distribution to parts of the world not previously penetrated and have enabled
us to more fully exploit our extensive access to multinational corporations,
whose security service needs in unstable countries may in the future require
security products that complement the services provided. The addition of these
new distribution channels will allow us to take advantage of our various units'
distribution networks by offering a wider variety of products, thereby
increasing operating efficiencies.

We are strategically selling our product on the World Wide Web. We have
created a secured website targeting government agencies exclusively.
GSA-Buy.com, launched in 2000, contains an on-line catalog and secured
transaction platform for all Armor Holdings Products Division General Services
Administration contracts. We are also selling a small array of our concealable
and competition holsters to the consumer market on Holsters.com. All of the
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products offered on this website are targeted to consumer markets and do not
infringe on our strong relationships with our distributor network.

Armor Mobile Security Division. On a worldwide basis, the Armor Mobile
Security Division employs approximately 28 full-time sales professionals in
connection with its commercial sales. These employees operate out of
Washington, D.C.; Miami, Florida; Fairfield, Ohio; Sao Paulo, Brazil; Lamballe,
France; Mexico City, Mexico; Bogota, Colombia; and Geneva, Switzerland. All
personnel have a geographic and/or product-specific responsibility. In most
cases, the sales personnel also recruit and maintain sales agents or
distributors. The agents or distributors have geographic and product
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specific agreements, and compensation in most cases is based upon a commission
arrangement. The sales personnel use a consultative approach when offering
solutions to customers' security problems. Sales cycles for commercial physical
security products can range from several months to a matter of days, depending
upon the product and the urgency associated with the security problem being
addressed. Physical security products which are readily available, such as the
fully armored Chevrolet Suburban, allow us to assist customers who have, or
believe they have, developed an immediate threat.

We are working with a number of the global cash transportation and
management companies to create exclusive supply agreements in order to provide
all of these companies with armored cash-in-transit vehicles in specific
countries or regions.

The Armor Mobile Security Division has positioned itself in the
marketplace as a commercial company with a military production capability. As
such, the Armor Mobile Security Division emphasizes its ability to develop new
products, or product adaptations, quickly and more cost effectively than
traditional defense contractors. In marketing its products to the military, the
Armor Mobile Security Division places strong emphasis on its superior antitank
and antipersonnel mine protection for the occupants of tactical wheeled
vehicles. We market our military products through a combination of trade show
exhibitions, print advertising in military-related periodicals and direct
customer visits. We emphasize the cross-marketing of military and commercial
products, which we believe strengthens the image of each product group. We have
also entered into exclusive teaming and joint marketing agreements with AM
General, the manufacturer of the basic HMMWV, for sales in the military and
commercial areas. These agreements designate the Armor Mobile Security Division
as the exclusive armorer to AM General for HMMWVs and allows us to benefit from
the AM General distribution network and save on certain costs, such as
exhibitions where both AM General and we otherwise would both show products. We
have also entered into an agreement with Stewart & Stevenson Services, Inc. to
jointly develop the enhanced armoring and blast specifications for Stewart &
Stevenson's Family of Medium Tactical Vehicles.

Our military sales activities are directed toward identifying contract bid
opportunities with various U.S. government agencies and private enterprises
acting as prime contractors on government contracts and to making sales through
the Foreign Military Sales Program and directly to foreign military
organizations. We have two full time business development managers who are
responsible for this activity and also have contractual arrangements with
several outside consultants who assist the business development managers in
their activities. Proposal preparation and presentation for government projects
is done by a team which normally consists of program managers, a contracting
officer, a cost accountant and various manufacturing and engineering personnel.
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ArmorGroup Services. As we have expanded our service offerings, more
active marketing has become an integral part of our growth efforts. In addition
to sourcing new business from client referrals, we continue to follow our
clients into new geographic areas where there exist significant security risks.
We rarely enter a country without a substantial contract for services already
in place. Once established in a country, we seek to expand our service
offerings and our customer base through active marketing. As we have integrated
new services, our professionals have increasingly relied on active marketing to
generate new business. We have fostered the cross selling of our services by
physically locating our professionals in common space and educating our
professionals about all of our service business lines. Further, a rebranding
effort has been completed in order to market our services under the ArmorGroup
brand. A comprehensive web presence has been established (www.armorgroup.com)
as a key marketing tool for the business and with potential to deliver risk
information services on-line. We are focusing on clients in high growth
industries where the need for investigation, brand protection and other
security services are critical to success. The industries we are targeting
include financial services, imaging supplies, insurance, natural resource
extraction, and global consumer brands.

PRODUCT MANUFACTURING AND RAW MATERIALS

The raw materials used in manufacturing ballistic resistant garments and
Up-Armored vehicles include various ballistic fibers such as Kevlar, Twaron,
SpectraShield, Zylon and Z-Shield. Kevlar is a
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patented product of E.I. du Pont de Nemours Co., Inc. ("Du Pont") and is only
available from Du Pont and its European licensee. We purchase Twaron,
SpectraShield, Zylon and Z-Shield fibers directly from the manufacturers, and
from weaving companies who convert the raw fibers into ballistic fabric. We
believe that we enjoy a good relationship with these weaving companies.
However, if necessary, we believe that we could readily find replacement
weavers. We also use SpectraShield and Kevlar in our hard and vehicle armor
products. Additionally, we use polycarbonates, acrylics, ballistic quality
steel, ceramics, and ballistic glass. We are aware of multiple suppliers for
these materials and would not anticipate a significant impact if we were to
lose any suppliers. We do not manufacture equipment used in our security
systems integration business.

We purchase other raw materials used in the manufacture of our various
products from a variety of sources and additional sources of supply of these
materials are readily available. We also own several molds, which are used
throughout our less-lethal product line. In addition, we are working on the
development and certification of flat ballistic glass for use in HMMWVs. We
hope to certify glass that we manufacture with the military by the end of 2001,
and to be in production in early 2002.

We adhere to strict quality control standards and conduct extensive
product testing throughout our manufacturing process. Raw materials are also
tested to ensure quality. We have obtained ISO 9001 certification for, our
Wyoming manufacturing facility for less-lethal products, and our Safariland
facility in Ontario, California for body armor and duty gear holsters and
accessories. We have obtained ISO 9002 certification for our Westhoughton,
England manufacturing facility for body armor and high visibility garments. ISO
standards are promulgated by the International Organization of Standardization
and have been adopted by more than 100 countries worldwide. We obtain ISO
certification by successfully completing an audit certifying our compliance
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with a comprehensive series of quality management and quality control
standards.

The Armor Mobile Security Division emphasizes engineering excellence and
has an extensive engineering staff. Design engineers use state-of-the-art
two-dimensional and three-dimensional computer aided design and engineering or
CAD/CAE systems in conjunction with coordinate measuring machines to develop
electronic models which generally are converted to solid models or prototypes.
Manufacturing engineers concentrate on improvements in the production process
and on overall cost reductions from better methods, fewer components and less
expensive materials with equal or superior quality. Applying these techniques,
over the years the Armor Mobile Security Division has been able to reduce both
the time and cost necessary to produce its armored vehicles. Our ballistic
engineer, in conjunction with our design and manufacturing engineers, develops
and tests new ballistic and blast protection systems that meet ever changing
threats. Advanced engineering is responsible for new product development in
conjunction with design engineering, manufacturing engineering and ballistic
engineering.

COMPETITION

The market for our products is highly competitive and we compete in a
variety of fields with competitors ranging from small businesses to
multinational corporations. In the body armor business, we compete by providing
superior design, engineering and production expertise in our line of
fully-integrated ballistic and blast protective wear. Our principal competitors
in this market include Point Blank Body Armor, Inc., Second Chance Body Armor,
Inc. and Rabin-Tex. In the less-lethal product industry we compete by providing
a broad variety of less-lethal products with unique features and formulations
which we believe afford us a competitive advantage over our competitors. The
principal competitive factors for all of our products are quality of
engineering and design, reputation in the industry, production capability and
capacity, price and ability to meet delivery schedules.

The markets for the Armor Mobile Security Division's products and services
are highly competitive. We compete in a variety of fields, with competitors
ranging from small businesses to multinational corporations. We believe that
the Armor Mobile Security Division's design, engineering and production
expertise in providing fully integrated ballistic and blast protected vehicles
gives it a competitive advantage over those competitors who provide protection
against only selected ballistic threats. The largest competitors on a worldwide
basis in the production of armored commercial
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vehicles are DaimlerChrysler AG, which sells its armored Mercedes Benz products
on a special order basis as well as through its worldwide distribution system,
and BMW AG, which sells its products through its worldwide dealer distribution
system. In addition, there are a number of other vehicle armorers in Europe,
the Middle East and Latin America that armor primarily locally manufactured
automobiles. U.S.-based protected passenger automobile armorers include Moloney
Coachbuilders, Inc., Square One Armoring Services and Armet Armored Vehicles,
Inc. The principal competitive factors are price, quality of engineering and
design, production capability and capacity, ability to meet delivery schedules
and reputation in the industry. There are a large number of companies that
provide specific armoring packages for tactical wheeled vehicles, helicopters
and selected other military applications.
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The security services industry is highly competitive, and we compete in a
variety of fields with competitors ranging from small business to multinational
corporations. Within the security services industry we compete on the basis of
the quality of services provided, ability to provide national and international
services and range of services offered, as well as price and reputation. Our
security services also face a wide variety of competition in different areas,
although there is no single organization that competes directly with us
globally. Our principal competitors in this market include The Wackenhut
Corporation, Securitas AB, Pinkerton's, Inc., Control Risks Group, Electronic
One and Tyco International, Ltd. and its subsidiary ADT. Our primary
competitors in supplying security services to the petrochemical and mining
industries are local security companies, in-house security programs and small
consultancy companies. Our primary competitors in the embassy and international
agency protection business are local companies and large manned guarding
companies including The Wackenhut Corporation, Securicor, and Group 4 Falk A/S.
As the countries within which we operate become more mature and stable,
competition is likely to increase.
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PROPERTIES

The following table identifies and provides certain information regarding
our principal facilities.

APPROXIMATE
LOCATION ANNUAL RENT OWNED/LEASED SIZE
Jacksonville, FL N/A Owned 14 Acres

70,000 sq. ft.

Casper, WY N/A Owned 66 Acres
72,234 sqg. ft.

Westhoughton, England N/A Owned 44,000 sg. ft.
London, England (pounds Leased 9,964 sqg. ft.
sterling)
225,790
Ontario, CA N/A Owned 117,500 sqg. ft.
Pittsfield, MA $ 86,160 Leased 36,000 sg. ft.
Tijuana, Mexico $143,412 Leased 31,452 sg. ft.
Fitzwilliam, NH $ 24,000 Leased 22,848 sqg. ft.
Fairfield, OH N/A Owned 130,000 sqg. ft.
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Lamballe, France N/A Owned 178,000 sqg. ft.
Sao Paulo, Brazil $192,000 Leased 56,000 sg. ft.
Mexico City, Mexico N/A Owned 20,000 sqg. ft.
Mexico City, Mexico $ 31,500 Leased 5,380 sg. ft.
West Point, VA S 67,740 Leased 490 Acres,

6,694 sqg. ft.

San Antonio, TX N/A Owned 261 Acres,
2,600 sqg. ft.

We also lease an average of 5,000 square feet at each of 16 worldwide
locations, at an aggregate annual rental of approximately $550,000 having terms
expiring from 1 to 10 years.

We believe that our manufacturing, warehouse and office facilities are
suitable and adequate and afford sufficient manufacturing capacity for our
current and anticipated requirements. We believe that we have adequate
insurance coverage for our properties and their contents.

EMPLOYEES

As of December 4, 2001, we have a total of approximately 11,222 employees,
of which approximately 975 were employed at Armor Holdings Products, 737 were
employed at Armor Mobile Security, 9,500 were employed at ArmorGroup Services
and 10 employees were located at our corporate headquarters.

Approximately 27 employees employed by our Supercraft subsidiary are
represented by the General Municipal Boilermaker and Allied Trade Union. Also,
our Low Voltage Systems subsidiary has 3 employees covered under a collective
bargaining agreement and are represented by the International Brotherhood of
Electrical Workers. None of our remaining employees are represented by unions
or covered by any collective bargaining agreements. We have not experienced any
work stoppages or employee related slowdowns and believe that the relationship
with our employees is good.
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PATENTS AND TRADEMARKS

We currently own numerous issued U.S. and foreign patents and pending
patent applications relating to our product lines as well as several registered
and unregistered trademarks and service marks relating to our products and
services. The registered trademarks include FERRET (Registered Trademark), BREAK
FREE (Registered Trademark), DEF-TEC PRODUCTS (Registered Trademark),
DISTRACTION DEVICE (Registered Trademark), NIK(and Design) (Registered
Trademark), IDENTIDRUG (Registered Trademark), FEDERAL LABORATORIES (Registered
Trademark), FIRST DEFENSE (Registered Trademark) and O'GARA-HESS & EISENHARDT
ARMORING COMPANY (and Design) (Registered Trademark). We also have an exclusive
license to use the MACE (Registered Trademark) trademarks in the law enforcement
market. Although we do not believe that our ability to compete in any of our
product markets is dependent solely on our patents and trademarks, we do believe
that the protection afforded by our intellectual property provides us with
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important technological and marketing advantages over our competitors. Although
we have protected our technologies to the extent that we believe appropriate,
the measures taken to protect our proprietary rights may not deter or prevent
unauthorized use of our technologies. In other countries, our proprietary rights
may not be protected to the same extent as in the United States.

GOVERNMENT REGULATION

We are subject to federal licensing requirements with respect to the sale
in foreign countries of certain of our products. In addition, we are obligated
to comply with a variety of federal, state and local regulations, both
domestically and abroad, governing certain aspects of our operations and the
workplace. We are also regulated by the U.S. Bureau of Alcohol, Tobacco, and
Firearms as a result of our manufacturing of certain destructive devices and by
the use of ethyl alcohol in certain products. We also ship hazardous goods, and
in doing so, must comply with the regulations of the U.S. Department of
Transportation for packaging and labeling. We are also subject to certain
regulations promulgated by, among others, the U.S. Departments of Commerce and
State and the U.S. Environmental Protection Agency. Additionally, as a
government contractor, we are subject to rules, regulation and approvals
applicable to government contractors.

ENVIRONMENTAL MATTERS

We are subject to federal, state, and local laws and regulations governing
the protection of the environment, including those regulating discharges to the
air and water, the management of wastes, and the control of noise and odors.
While we always strive to operate in compliance with these requirements, we
cannot assure you that we are at all times in complete compliance with all such
requirements. Like all companies, we are subject to potentially significant
fines or penalties if we fail to comply with environmental requirements.
Although we have made and will continue to make capital expenditures in order
to comply with environmental requirements, we do not expect material capital
expenditures for environmental controls in 2001. However, environmental
requirements are complex, change frequently, and could become more stringent in
the future. Accordingly, we cannot assure you that these requirements will not
change in a manner that will require material capital or operating expenditures
or will otherwise have a material adverse effect on us in the future.

The United States Environmental Protection Agency issued a request for
information to us pursuant to Section 104 (e) of the Comprehensive Environmental
Response, Compensation and Liability Act in August 2001, regarding the possible
impact of our Casper, Wyoming tear gas facility on the environment. We have
responded to this request. The EPA's inquiry is in its initial stage, and we
cannot predict the outcome of this matter.

We are also subject to environmental laws requiring the investigation and
cleanup of environmental contamination. We may be subject to liability,
including liability for cleanup costs, 1f contamination is discovered at one of
our current or former facilities or at a landfill or other location where we
have disposed wastes. The amount of such liability could be material. We use
Orthochlorabenzalmalononitrile and Chloroacetophenone chemical agents in
connection with our production of tear gas. These chemicals are hazardous and
could cause environmental damage if not handled and disposed of properly.
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MANAGEMENT
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The following table lists our current executive officers and directors:

NAME AGE POSITION
Warren B. Kanders ............ 44 Chairman of the Board of Directors
Jonathan M. Spiller .......... 50 President, Chief Executive Officer and Director
Robert R. Schiller ........... 38 Executive Vice President, Chief Financial Officer, Secretary

and Treasurer

Stephen E. Croskrey .......... 41 President and Chief Executive Officer -- Armor Holdings
Products Division

Stephen J. Loffler ........... 48 President and Chief Executive Officer —-- ArmorGroup
Services Division

Gary W. Allen .......eeeeeeennn 47 Senior Vice President, World Wide Operations —-- Armor
Mobile Security Division

Burtt R. Ehrlich ............. 62 Director
Nicholas Sokolow ............. 51 Director
Thomas W. Strauss ............ 59 Director
Alair A. Townsend ............ 59 Director
Stephen B. Salzman ........... 36 Director

Warren B. Kanders has served as the Chairman of our board since January
1996. From October 1992 to May 1996, Mr. Kanders served as Vice Chairman of the
board of Benson Eyecare Corporation. From June 1992 to March 1993, Mr. Kanders
served as the President and a director of Pembridge Holdings, Inc.

Jonathan M. Spiller has served as our President and as a director since
July 1991 and as Chief Executive Officer since September 1993. From June 1991
to September 1993, Mr. Spiller served as our Chief Operating Officer. From 1989
to 1991, Mr. Spiller served as a partner with Deloitte & Touche LLP, an
international accounting firm, where he worked for 18 years. Mr. Spiller is a
chartered accountant in England and Wales, a certified public accountant, and
holds a Bachelor's Degree from the University of Wales.

Robert R. Schiller has served as our Executive Vice President, Chief
Financial Officer, Secretary and Treasurer since November 2000, as Executive
Vice President and Director of Corporate Development from January 1999 to
October 2000, and as Vice President of Corporate Development from July 1996 to
December 1998. Mr. Schiller graduated with a B.A. in Economics from Emory
University in 1985 and received an M.B.A. from Harvard Business School in 1991.

Stephen E. Croskrey has served as President and Chief Executive
Officer-—-Armor Holdings Products Division since February 1999. From 1998 to
February 1999, Mr. Croskrey served as Director of Sales for Allied Signal,
Inc.'s global fibers business. From 1988 to 1998, Mr. Croskrey served in
various positions for Mobil 0Oil, most recently as its Central Regional Manager
for its Industrial Lubricant division. Mr. Croskrey graduated with a B.S. in
Engineering from USMA at West Point and received an MM from Kellogg School of
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Management at Northwestern in 1998.

Stephen J. Loffler has served as President and Chief Executive
Officer-—-ArmorGroup Services Division since April 1999. From April 1998 to
March 1999, Mr. Loffler served as Vice President and General Manager Europe at
Office Depot, an office products retailer, where he was responsible for
European operations. From August 1991 to March 1998, Mr. Loffler served as
Deputy Chairman of Acco Europe, an office product manufacturer, where he led
the integration of Ofrex Group Holdings, an international distributor and
manufacturer of office products. Mr. Loffler graduated with a B.A. in Business
Studies from Brighton Polytechnic in 1975.

Gary W. Allen has served as Senior Vice President, World Wide Operations

of the Armor Mobile Security Division since August 2001. From 1994 to 2001, Mr.
Allen served in various capacities with
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O'Gara-Hess & Eisenhardt Armoring Company and its affiliates. From 2000 to
2001, Mr. Allen served as Vice President of the Securities Products and

Services Group of The Kroll-O'Gara Company, from 1999 to 2000, Mr. Allen served

as Vice President of the Commercial Products Division, and from 1994 to 1999,
Mr. Allen served as Vice President of Operations of O'Gara-Hess & Eisenhardt

Armoring Company. From 1989 to 1994, Mr. Allen was Manager of Shop Operations
for the G.E. Aircraft Engines business of General Electric Company. Mr. Allen
graduated with a B.A. in Management from Wilmington College in 1992.

Burtt R. Ehrlich has served as one of our directors since January 1996.
Mr. Ehrlich served as Chairman and Chief Operating Officer of Ehrlich Bober
Financial Corp. (the predecessor of Benson Eyecare Corporation) from December
1986 until October 1992, and as a director of Benson Eyecare Corporation from
October 1992 until November 1995.

Nicholas Sokolow has served as one of our directors since January 1996.
Mr. Sokolow has been a partner in the law firm of Sokolow, Dunaud, Mercadier &
Carreras since 1994. From June 1973 until October 1994, Mr. Sokolow was an
associate and partner in the law firm of Coudert Brothers.

Thomas W. Strauss has served as one of our directors since May 1996. Since
1995, Mr. Strauss has been a principal with Ramius Capital Group, a privately
held investment management firm. From June 1993 until July 1995, Mr. Strauss
was co-chairman of Granite Capital International Group, an investment banking
firm. From 1963 to 1991, Mr. Strauss served in various capacities with Salomon
Brothers Inc, an investment banking and brokerage firm, including President and
Vice-Chairman.

Alair A. Townsend has served as one of our directors since December 1996.
Since February 1989, Ms. Townsend has been publisher of Crain's New York
Business, a business periodical. Ms. Townsend was a former governor of the
American Stock Exchange. Ms. Townsend served as New York City's Deputy Mayor
for Finance and Economic Development from February 1985 to January 1989.

Stephen B. Salzman has served as one of our directors since June 1999. Mr.
Salzman has been a principal of Priderock Advisers since its inception in
August 2001. Prior to forming Priderock, Mr. Salzman was a principal of FS
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Partners, LLC from its inception in 1994 until 2001. Priderock and its
affiliates invest in public and private companies through the purchase of
equity and related securities.
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PRINCIPAL AND SELLING STOCKHOLDERS

SELLING STOCKHOLDERS

The following table sets forth information regarding the selling
stockholders' beneficial ownership of our common stock as of December 4, 2001.

The beneficial ownership is calculated based on 24,903,671 shares of our
common stock outstanding as of December 4, 2001 and 30,503,671 shares of common
stock outstanding after completion of this offering. Beneficial ownership is
determined in accordance with the rules of the Securities and Exchange
Commission. In computing the number of shares beneficially owned by a person
and the percentage ownership of that person, shares of common stock subject to
options held by that person that are currently exercisable within 60 days of
December 4, 2001 are deemed outstanding. Such shares, however, are not deemed
outstanding for the purpose of computing the percentage of each other person.
To our knowledge, except pursuant to applicable community property laws, the
persons named in the table have sole voting and investment power with respect
to the shares set forth opposite such person's name.

SHARES BENEFICIALLY SHARES BEING
OWNED PRIOR TO THE SOLD IN THE
OFFERING (1) OFFERING
NAME OF BENEFICIAL OWNER NUMBER PERCENTAGE
Warren B. Kanders (2) ....oueeon.. 3,177,855 12.65% 500,000
Jonathan M. Spiller (3) ......... 1,017,204 3.98% -0-
Robert R. Schiller (4) .......... 228,439 * -0-
Stephen E. Croskrey (5) ......... 53,439 * -0-
Stephen J. Loffler (6) .......... 101, 965 * -0-
Nicholas Sokolow (7) ... veeneen.. 217,500 * -0-
Thomas W. Strauss (8) ........... 142,500 * -0-
Alair A. Townsend (9) ........... 102,516 * -0-
Stephen B. Salzman (10) ......... 74,784 * -0-
Burtt R. Ehrlich (11) ........... 235,000 * -0-
* Less than 1%
(1) Amounts indicated reflect actual number of shares offered and assumes no

exercise of the underwriters' overallotment option.

(2) Of such shares, Kanders Florida Holdings, Inc., of which Mr. Kanders is
the sole stockholder and sole director, owns 2,965,355 shares. Includes
options held by Mr. Kanders to purchase 212,500 shares of common stock.

SHARES BENEF
OWNED AFTE
OFFERIN

2,677,855
1,017,204
228,439
53,439
101, 965
217,500
142,500
102,516
74,784
235,000
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Mr. Kanders will sell an additional 338,000 shares in the offering
assuming the underwriters exercise the overallotment option in full.

Includes options to purchase 659,429 shares of common stock. Also
includes 43,541 shares owned by Mr. Spiller's children, of which Mr.
Spiller disclaims beneficial ownership. Does not include 9,827 restricted
shares which will vest more than 60 days from the date hereof. Mr.
Spiller will sell 125,000 shares in the offering assuming the
underwriters exercise the overallotment option in full.

Includes options to purchase 225,000 shares of common stock. Does not
include options to purchase 200,000 shares and 6,879 restricted shares
which will vest more than 60 days after the date hereof. Mr. Schiller
will sell 50,000 shares in the offering assuming the underwriters
exercise the overallotment option in full.

Includes options to purchase 50,000 shares of common stock. Does not
include options to purchase 150,000 shares and 6,879 restricted shares
which will vest more than 60 days after the date hereof. Mr. Croskrey
will sell 50,000 shares in the offering assuming the underwriters
exercise the overallotment option in full.

Includes options to purchase 100,000 shares of common stock. Does not
include options to purchase 50,000 shares and 3,931 restricted shares
which will vest more than 60 days after the date hereof. Mr. Loffler will
sell 50,000 shares in the offering assuming the underwriters exercise the
overallotment option in full.

Includes options to purchase 107,500 shares of common stock. Also
includes 100,000 shares owned by S.T. Investors Fund, LLC, a limited
liability company of which Mr. Sokolow is a member, of which he disclaims
beneficial ownership. Also includes 10,000 shares owned by Mr. Sokolow's
profit sharing plan. Mr. Sokolow will sell 40,000 shares in the offering
assuming the underwriters exercise the overallotment option in full.

Includes options to purchase 107,500 shares of common stock. Mr. Strauss
will sell 22,500 shares in the offering assuming the underwriters
exercise the overallotment option in full.
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Includes options to purchase 97,500 shares of common stock. Ms. Townsend
will sell 10,000 shares in the offering assuming the underwriters
exercise the overallotment option in full.

Includes options to purchase 32,500 shares of common stock. Mr. Salzman
will sell 42,000 shares in the offering assuming the underwriters
exercise the overallotment option in full.

Includes options to purchase 107,500 shares of common stock. Also
includes 10,000 shares owned by Mr. Ehrlich's children and 23,000 in
trust for the benefit of his children, of which Mr. Ehrlich's spouse is
trustee, of which he disclaims beneficial ownership. Also includes 400
shares owned by Mr. Ehrlich's spouse's individual retirement account of
which Mr. Ehrlich disclaims beneficial ownership. Mr. Ehrlich will sell
22,500 shares in the offering assuming the underwriters exercise the
overallotment option in full.
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PRINCIPAL STOCKHOLDERS

The following table sets forth as of December 4, 2001 certain information
regarding the beneficial ownership of the common stock outstanding by (i) each
person who is known to the Company to own 5% or more of the common stock, (ii)
each director of the Company, (iii) certain executive offers of the Company and
(iv) all executive officers and directors of the Company as a group. Unless
otherwise indicated, each of the stockholders shown in the table below has sole
voting and investment power with respect to the shares beneficially owned.
Unless otherwise indicated, the address of each person named in the table below
is c¢/o Armor Holdings, Inc., 1400 Marsh Landing Parkway, Suite 112,
Jacksonville, Florida 32250.

SHARES BENEFICIALLY
OWNED PRIOR TO THE
OFFERING (1)
NAME OF EXECUTIVE OFFICERS,
DIRECTORS OR 5% STOCKHOLDERS NUMBER PERCENTAGE

Warren B. Kanders and Kanders Florida

Holdings, INC. (3) vttt eeeeeeeennneeeennn 3,177,855 12.65%
Nevis Capital Management, Inc. (4) .......c.... 2,384,100 9.57%
Lord, Abbett & CoO. (5) .+ttt ienennnn 2,067,116 8.30%
T. Rowe Price Associates, Inc. (6) ...cuovenene.n. 1,967,800 7.90%
Capital Group International, Inc. and

CapitalGuardian Trust Company (7) .......co.c... 1,302,700 5.23%
Thomas F. Frist TIIT (8) v ittt eeeenenenn 1,236,640 4.97%
Jonathan M. Spiller (9) ...ttt eeennnn 1,017,204 3.98%
Burtt R. Ehrlich (10) ...t iiiiiiiinieieieennnn. 235,000 *
Nicholas Sokolow (11) v iii ittt 217,500 *
Thomas W. StrausSs (12) v v ittt it ettt eeeeennns 142,500 *
Alair A. Townsend (13) vttt ittt eeeeeenennns 102,516 *
Stephen B. Salzman (14) . ...t iiiieeeeennnnn 74,784 *
Robert R. Schiller (15) .ttt tiiennnn 228,439 *
Stephen J. Loffler (16) ...ttt iiieneeeeenennnn 101, 965 *
Stephen E. Croskrey (17) ...t iiiineeeeennnnn 53,439 *
All executive officers and directors as a group

(10 Persons) (18) ittt e e eeneaenns 5,351,202 20.11%
* Less than 1%

(1) As used in this table, a beneficial owner of a security includes any

person who, directly or indirectly, through contract, arrangement,
understanding, relationship or otherwise has or shares (a) the power to
vote, or direct the voting of, such security or (b) investment power
which includes the power to dispose, or to direct the disposition of,
such security. In addition, a person is deemed to be the beneficial owner
of a security if that person has the right to acquire beneficial
ownership of such security within 60 days.

(2) Amounts indicated reflect actual number of shares offered and assumes no
exercise of the underwriters' overallotment option.

(3) Of such shares, Kanders Florida Holdings, Inc., of which Mr. Kanders is
the sole stockholder and sole director, owns 2,965,355 shares. Includes

SHARES BENEFICI
OWNED OWNED AFTE
OFFERING (2)

NUMBER

2,677,855
2,384,100
2,067,116
1,967,800

1,302,700
1,236,640
1,017,204
235,000
217,500
142,500
102,516
74,784
228,439
101, 965
53,439

4,851,202
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options held by Mr. Kanders to purchase 212,500 shares of common stock.

The address of Nevis Capital Management, Inc. is 1119 St. Paul,
Baltimore, Maryland 21202.
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The address of Lord, Abbett & Co. is 90 Hudson Street, Jersey City, New
Jersey 07302.

The address of T. Rowe Price Associates, Inc. is 100 E. Pratt Street,
Baltimore, Maryland 21202.

The address of Capital Group International, Inc. and Capital Guardian
Trust Company is 11100 Santa Monica Blvd., Los Angeles, California 90025.

The address of Thomas F. Frist III is 767 Fifth Avenue, 50th Floor, New
York, New York 10153.

Includes options to purchase 659,429 shares of common stock. Also
includes 43,541 shares owned by Mr. Spiller's children, of which Mr.
Spiller disclaims beneficial ownership. Does not include 9,827 restricted
shares which will vest more than 60 days from the date hereof.

Includes options to purchase 107,500 shares of common stock. Also
includes 10,000 shares owned by Mr. Ehrlich's children and 23,000 in
trust for the benefit of his children, of which Mr. Ehrlich's spouse is
trustee, of which he disclaims beneficial ownership. Also includes 400
shares owned by Mr. Ehrlich's spouse's individual retirement account of
which Mr. Ehrlich disclaims beneficial ownership.

Includes options to purchase 107,500 shares of common stock. Also
includes 100,000 shares owned by S.T. Investors Fund, LLC, a limited
liability company of which Mr. Sokolow is a member, of which he disclaims
beneficial ownership. Also includes 10,000 shares owned by Mr. Sokolow's
profit sharing plan.

Includes options to purchase 107,500 shares of common stock.

Includes options to purchase 97,500 shares of common stock.

Includes options to purchase 32,500 shares of common stock.

Includes options to purchase 225,000 shares of common stock. Does not
include options to purchase 200,000 shares and 6,879 restricted shares
which will vest more than 60 days after the date hereof.

Includes options to purchase 100,000 shares of common stock. Does not
include options to purchase 50,000 shares and 3,931 restricted shares
which will vest more than 60 days after the date hereof.

Includes options to purchase 50,000 shares of common stock. Does not
include options to purchase 150,000 shares and 6,879 restricted shares

which will vest more than 60 days after the date hereof.

See footnotes (3) and (9-17).
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UNDERWRITING

Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bear, Stearns & Co.
Inc., and First Union Securities, Inc., an indirect, wholly-owned subsidiary of
Wachovia Corporation, are acting as representatives of the underwriters named
below. Subject to the terms and conditions described in a purchase agreement
among us, the selling stockholders and the underwriters, we and the selling
stockholders have agreed to sell to the underwriters, and the underwriters
severally have agreed to purchase from us and the selling stockholders, the
number of shares of our common stock listed opposite their names below.

NUMBER OF

UNDERWRITER SHARES

Merrill Lynch, Pierce, Fenner & Smith
Incorporated .......cci it 2,857,500
Bear, Stearns & CoO. INC. vt vvtineennennenn 1,714,500
First Union Securities, Inc. ............. 1,143,000
Banc of America Securities LLC ........... 110,000
Wm Smith Securities Incorporated ......... 110,000
AdVEST, INC. vttt ettt et ettt teeeeeenan 55,000
Banque d ESCOMPLE vttt eeeennnneeeenns 55,000
Jefferies & Company, INC. ..uuiieeeeennnnn 55,000
e o= P 6,100,000

The underwriters have agreed to purchase all of the shares of the offered
common stock i1if any of these shares are purchased. If an underwriter defaults,
the purchase agreement provides that the purchase commitments of the
nondefaulting underwriters may be increased or the purchase agreement may be
terminated.

We and the selling stockholders have agreed to indemnify the underwriters
against certain liabilities, including liabilities under the Securities Act, or
to contribute to payments the underwriters may be required to make in respect
of those liabilities.

The underwriters are offering the shares of our common stock, subject to
prior sale, when, as and if issued to and accepted by them, subject to approval
of legal matters by their counsel, including the validity of the shares, and
other conditions contained in the purchase agreement, such as the receipt by
the underwriters of officers' certificates and legal opinions. The underwriters
reserve the right to withdraw, cancel or modify offers to the public and to
reject orders in whole or in part.

Offers and sales outside the United States, if any, will be made through
the underwriters' international broker-dealer affiliates.

COMMISSIONS AND DISCOUNTS

The representatives have advised us and the selling stockholders that the
underwriters propose initially to offer the shares of our common stock to the
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public at the public offering price on the cover page of this prospectus and to
dealers at that price less a concession not in excess of $.71 per share. The
underwriters may allow, and the dealers may reallow, a discount not in excess
of $.10 per share to other dealers. After the offering, the public offering
price, concession and discount may be changed.

The following table shows the public offering price, underwriting discount
and proceeds before expenses to Armor Holdings, Inc. and the selling
stockholders. This information assumes either no exercise or full exercise by
the underwriters of their overallotment option.

PER SHARE WITHOUT OPTION

Public offering pPricCe ....ii ittt inieeeeeeeeeenennnans $ 22.00 $134,200,000
Underwriting discount ........iiiiiiiie e eeennnnnnnns s 1.21 $ 7,381,000
Proceeds, before expenses, to Armor Holdings, Inc. ... $ 20.79 $116,424,000
Proceeds, before expenses, to the selling stockholde $ 20.79 $ 10,395,000

The expenses of the offering, not including the underwriting discount, are
estimated at $1,250,000 and are payable by Armor Holdings, Inc.
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OVERALLOTMENT OPTION

We and the selling stockholders have granted an option to the underwriters
to purchase up to 915,000 additional shares of our common stock at the public
offering price less the underwriting discount. The underwriters may exercise
this option for 30 days from the date of this prospectus solely to cover any
overallotments. If the underwriters exercise this option, each will be
obligated, subject to conditions contained in the purchase agreement, to
purchase a number of additional shares proportionate to that underwriter's
initial amount reflected in the above table.

NO SALES OF SIMILAR SECURITIES

We and the selling stockholders and our executive officers and directors
have agreed, subject to some limited exceptions, not to sell or transfer any of
our common stock for 90 days after the date of this prospectus without first
obtaining the written consent of Merrill Lynch. Specifically, we and these
other individuals have agreed not to directly or indirectly:

o offer, pledge, sell or contract to sell any of our common stock;

o sell any option or contract to purchase any of our common stock;

o purchase any option or contract to sell any of our common stock;

o grant any option, right or warrant for the sale of any of our common
stock;

o lend or otherwise dispose of or transfer any of our common stock;

WITH OPT

$154,330,0
$ 8,488,1
$119,854, 3
$ 25,987,5
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o request a demand that we file a registration statement related to our
common stock; or

o enter into any swap or other agreement that transfers, in whole or in
part, the economic consequences of ownership of our common stock whether
any such swap or transaction is to be settled by delivery of shares of our
common stock or other securities, in cash or otherwise.

This lock-up agreement applies to our common stock and to securities
convertible into or exchangeable or exercisable for, or repayable with, our
common stock. It also applies to our common stock owned now or acquired later
by the person executing the agreement or for which the person executing the
agreement later acquires the power of disposition.

The lock-up agreement does not apply to:

o any shares of our common stock issued by us upon the exercise of an
option or warrant or the conversion of a security outstanding on the date
of this prospectus;

o any shares of our common stock issued or options to purchase our common
stock granted pursuant to employee benefit plans existing on the date of
this prospectus; or

o any shares of our common stock issued pursuant to any non-employee
director stock plan or dividend reinvestment plan.

Merrill Lynch may in its sole discretion, at any time without notice,
consent to the release of all or any portion of the shares subject to lock-up
agreements. Merrill Lynch does not have any current intention to release shares
of our common stock subject to these lock-up agreements. Any determination to
release any shares subject to the lock-up agreements would be based on a number
of factors at the time of any such determination, possibly including, but not
limited to, the market price of our common stock, the liquidity of the trading
market for our common stock, general market conditions, the number of shares
proposed to be sold and the timing of the proposed sale.

ELECTRONIC DISTRIBUTION

Merrill Lynch will be facilitating Internet distribution for this offering
to certain of its Internet subscription customers. Merrill Lynch intends to
allocate a limited number of shares for sale to its online brokerage customers.
An electronic prospectus 1is available on the Internet website maintained by

Merrill Lynch. Other than the prospectus in electronic format, the information
on the Merrill Lynch website is not a part of this prospectus.
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NEW YORK STOCK EXCHANGE LISTING

The shares of our common stock are listed on the New York Stock Exchange
under the symbol "AH."
NASD REGULATIONS

Because more than ten percent of the net proceeds of the offering may be
paid to members or affiliates of members of the National Association of
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Securities Dealers, Inc. participating in the offering, the offering will be
conducted in accordance with NASD Conduct Rule 2710 (c) (8).

PRICE STABILIZATION AND SHORT POSITIONS

Until the distribution of the common stock is completed, SEC rules may
limit the underwriters from bidding for or purchasing our common stock.
However, the underwriters may engage in transactions that stabilize the price
of the common stock, such as bids or purchases to peg, fix or maintain that
price.

The underwriters may purchase and sell our common stock in the open
market. These transactions may include short sales, stabilizing transactions
and purchases to cover the positions created by short sales. Short sales
involve the sale by the underwriters of a greater number of shares than they
are required to purchase in the offering. "Covered" short sales are sales made
in an amount not greater than the underwriters' option to purchase additional
shares from the issuer in the offering. The underwriters may close out any
covered short position by either exercising their option to purchase additional
shares or purchasing shares in an open market. In determining the source of
shares to close out the covered short position, the underwriters will consider,
among other things, the price of shares available for purchase in the open
market as compared to the price at which they may purchase shares through the
overallotment option. "Naked" short sales are any sales in excess of such
option. The underwriters must close out any naked short position by purchasing
shares in the open market. A naked short position is more likely to be created
if the underwriters are concerned that there may be downward pressure on the
price of our common stock in the open market after pricing that could adversely
affect investors who purchase in the offering. Stabilizing transactions consist
of various bids for or purchase of our common stock made by the underwriters in
the open market prior to the completion of the offering.

Similar to other purchase transactions, the underwriters' purchases to
cover the syndicate short sales may have the effect of raising or maintaining
the market price of our common stock or preventing or retarding a decline in
the market price of our common stock. As a result, the price of our common
stock may be higher than the price that might otherwise exist in the open
market.

Neither we nor any of the underwriters make any representation or
prediction as to the direction or magnitude of any effect that the transactions
described above may have on the price of the common stock. In addition, neither
we nor any of the underwriters makes any representation that the
representatives or the lead manager will engage in these transactions or that
these transactions, once commenced, will not be discontinued without notice.

OTHER RELATIONSHIPS

Some of the underwriters and their affiliates have engaged in, and may in
the future engage in, investment banking and other commercial dealings in the
ordinary course of business with us. They have received customary fees and
commissions for these transactions.

First Union Securities, Inc., one of the underwriters, is an indirect,
wholly-owned subsidiary of Wachovia Corporation. Wachovia Corporation conducts
its investment banking, institutional, and capital markets businesses through
its various bank, broker-dealer and nonbank subsidiaries (including First Union
Securities, Inc.) under the trade name of Wachovia Securities. Any references
to Wachovia Securities in this prospectus, however, do not include Wachovia
Securities, Inc., a member
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of the National Association of Securities Dealers, Inc. and the Security
Investor Protection Corporation and a separate broker-dealer subsidiary of
Wachovia Corporation and an affiliate of First Union Securities, Inc., which
may or may not be participating as a selling dealer in the distribution of the
securities offered by this prospectus.

First Union National Bank, an affiliate of First Union Securities, Inc.,
is a lender under our Credit Agreement. We intend to use proceeds from this
offering to repay our credit facility.

LEGAL MATTERS

The validity of the common stock offered by this prospectus will be passed
upon for us by Kane Kessler P.C., New York, New York. Robert L. Lawrence, a
member of Kane Kessler, P.C., owns 5,000 shares of our common stock. Certain
legal matters will be passed upon for the underwriters by Skadden, Arps, Slate,
Meagher & Flom LLP.

EXPERTS

The consolidated financial statements of Armor Holdings, Inc. as of
December 31, 2000 and 1999 and for each of the three years in the period ended
December 31, 2000 included in this prospectus have been so included in reliance
on the report of PricewaterhouseCoopers LLP, independent accountants, given on
the authority of said firm as experts in auditing and accounting.

The audited combined financial statements of The Security Products and
Services Group as of December 31, 1999 and 2000 and for each of the three years
in the period ended December 31, 2000 have been audited by Arthur Andersen LLP,
independent public accountants, as set forth in their report. Reference is made
to said report, which includes an explanatory paragraph with respect