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Summary

Turnover up 17% to $273m
- Non-lraqg revenues grew by 46% to $140m
- lraq represents 49% of revenues (2005: 59%)
Operating profit down to $10.6m: $8.7m negative swing due to Iraq training issues
Profit before tax down to $9.6m
Strong cash inflow from operations of $30.7m (2005: $15.8m)
Excellent cash conversion rate of 289%
Net debt reduced to $3.6m at year end (2005: $9.4m)
Contracted revenue for 2007 stands at $198.8 m

Recommended final dividend of 1.5 pence



The changing market

PSC market continues to grow
Larger Irag-born companies trying to diversify, with limited success
Some market consolidation
Iraq still a significant driver of growth:

- Back-loading of coalition military equipment

- Iraqgi-funded reconstruction and development

- Training of lIraqi security forces

- Development and modernisation of the Iraqgi oil infrastructure
Other drivers outside of Iraq:

- government security outsourcing

- Oil & gas

- corporate governance



Growth strategy

Grow revenues and profits significantly through fur ther diversification:
- further strengthen the Group’s global presence:
- the Middle East
- North America
- Africa
- capitalise on opportunities from:
- 0&G and extractive sectors
- further government outsourcing
- broaden the Group’s offering through additional services:
- specialist training
- consultancy services

Use operational gearing to achieve considerably str  onger operating profit
margins

- Revenue increase will have marginal impact on cost base



Operational Review



Protective Security Division

US$'000

Turnover

Operating profit (pre HQ costs)

Margin

Operating profit (incl HQ costs)

Margin

31 December

Period ending

31 December

2006

244,510

20,345

8.3%

11,610

4.7%

2005

200,484

13,467

6.7%

6,102

3.0%

Change

22.0%

51.1%

23.9%

90.3%

56.7%



Protective Security overview — Middle East

Iraq
Good growth in revenues and profits
Logistic convoy security has replaced reconstruction support
Gross margins improved despite competition and increased vehicle losses
Security situation remains highly unstable
Additional $6.8m invested in enhanced protection
Increasing importance of local national involvement
Elsewhere
Revenue growth in Bahrain, Kuwait and the UAE

Exclusive agency agreement signed in Saudi Arabia



Protective Security overview

Asia
Revenues more than doubled to $35.9 million
Significant growth of the Group’s operation in Afghanistan
Anjuman Base open and well utilised

$30 million Afghanistan contract re-awarded

Africa

Revenue increase by 29%
Continued growth in Nigeria - O&G exploration and civil unrest
Slow performance in Uganda: ongoing focus on African manned guarding

Further extension of regional presence



Protective Security overview

South America
Revenues increased by 29%

Margins affected by:
- Government actions in Venezuela
- Labour issues in Ecuador; now resolved

Extended geographic/service line offering
North America
Revenues down to $5.2m - hurricane reconstruction activities reduced
ArmorGroup Gulf Coast Inc established
Eurasia
Revenues increased by 26%

Extension of geographic spread and client base
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Security Training Division

US$'000

Turnover

Operating profit (pre HQ costs)

Margin

Operating profit (incl HQ costs)

Margin

Period ending

31 December

2006

18,329

(803)

(4.4%)

(1,458)

(8.0%)

31 December

2005

24,221

6,967

28.8%

6,077

25.1%

Change

(24.3%)

N/A

N/A

N/A

N/A
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Security Training operational overview

Iraq
$8.7 million impact of major training project not replaced :
- slow down in coalition-funded training of Iragi security forces
- continued lack of funds for training of Iragq’s ministries

Ghassan currently used for internal training

USA
Strong utilisation over the year

Further investment at both locations

UK
Continued weak performance at Pershore due to slow demand

Strong first year from Phoenix
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Weapons Reduction & Mine Clearance Division

Period ending

US$'000 31 December 31 December Change
2006 2005 ~hande
Turnover 10,614 8,445 25.7%
Operating profit (pre HQ costs) 835 536 55.8%
Margin 7.9% 6.3% 25.4%
Operating profit 455 226 101.3%

Margin 4.3% 2.7% 59.3%



Weapons Reduction & Mine Action overview

Weak H1 revenues tempered by cost reductions
Significant contract wins in H2, with mobilisation in Q4:

- $7 million programme in Southern Sudan

- $5.6 million battle area clearance programme in South Lebanon
Modest revenues from WRAS

Initiated operations in Afghanistan
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Financial Review
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Profit and Loss Account

Turnover

Cost of sales

Gross profit

Administrative expenses

Operating profit

Interest payable and similar charges
Profit before tax

Income tax

Profit for the year

Year ended
31/12/06

US$'000

273,453
(213,784)
59,669
(49,062)
10,607
(1,052)
9,555
(2,460)
7,095

Margin

21.8%

3.9%

26%

Year ended
31/12/05

US$'000

233,150
(176,158)
56,992
(44,587)
12,405
(283)
12,122
(3,632)
8,490

Margin

24.4%

5.3%

30%
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Balance Sheet highlights

Fixed assets
Goodwill/intangibles
Property, plant and equipment

Deferred tax assets

Current assets
Inventories
Trade and other receivables

Cash and cash equivalents

Current liabilities

Borrowings

Trade and other payables

Net current assets

Total assets less current liabilities
Borrowings

Provisions and other liabilities

Net assets

Shareholders’ equity

31 December
2006

US$'000

22,127
30,870

3,845
56,842

1,530
54,033
14,646
70,209

(14,614)
(23,393)
32,202
89,044
(3,592)
(2,565)
82,887

82,887

31 December
2005

US$'000

21,081
28,784

2,938
52,803

1,170
53,114
12,304
66,588

(14,953)
(20,025)
31,610
84,413
(6,783)
(1.147)
76,483

76,483
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Cash flow statement

Cash inflow from operations

Interest received

Interest paid

Income tax paid

Net cash inflow from operating activities
Cash flows from investing activities
Purchase of businesses/intangibles
Purchase of property, plant and equipment
Net cash outflow from investing activities
Cash flows from financing activities
Equity dividends paid to shareholders
New bank borrowings

Repayment of borrowings

Net cash (outflow)/inflow from financing activities
Net increase/(decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of year

Exchange gains on cash and bank overdrafts

Cash and cash equivalents at end of year

Year ended
31 December
2006

US$'000
30,650
157
(1,271)
(2.418)
27,118

(454)

(18,105)
(18,559)

(2,754)
3,460
(6.986)
(6.280)
2,279
12,279
36

Year ended
31 December
2005

US$'000
15,811
168
(378)
(4.693)
10,908

(6,148)

(26.123)
(32,271)

(1,150)
22,805
(2,585)
19,070
(2,293)
14,566
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Administrative expenses

Total administrative expenses at 31 December 2005

Additional Middle East management infrastructure
Additional legal, consultancy and insurance costs

Additional Nigeria overhead
Phoenix CP (acquired Nov ‘05)
Other

Total administrative expenses 31 December 2006

US$'000

44,587

1,167
802

1,185
1,695
(374)

49,06 2
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Capital expenditure

US$'000 H1'06 H2'06 Full Year Full Year
2006 2005

Vehicles - Iraq 3,500 3,148 6,648 15,345
Vehicles — non-Iraq 1,175 4,532 5,707 2,396
Anjuman base 313 701 1,014 2,832
IT and others 1,738 1,999 3,737 4,647
US Training 188 811 999 903
Total Capital 6,914 11,191 18,105 26,123

Expenditure



Geographic diversification of business

2006 revenue split o Eurasia

B South America
B North America
H Asia

9% O Africa

B Middle East

5%

13%

2005 revenue split

$273 million

$233 million
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Stronq client base

2006 contracted revenue

10%

18%

3%

B Extractive

B UK Government
(J Other commercial
M Logistics

M Construction

B US Government
B NGO
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Order book and pipeline

300+

250 -

200 1

150+

100

Volume in US$ '000

50+

As at 31 March Asat 31 March Asat 31 March Asat 19 March
04 05 06 07

B Contracted
revenue

B Tenders awaiting

award
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Major contracts

Number of contracts over US$1 million
and aggregate annual value

O Number of Contracts over
$10m

O Number of Contracts
between $5m and $10m

@ Number of Contracts
between $2m and $5m

B Number of Contracts
between $1m and $2m

Total Number of Contracts

2001 2002 2003 2004 2005 2006
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Current trading and prospects
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Current trading and prospects

$198.8 million of 2007 revenues already under contract
Revenue growth expected to continue:

- lrag convoy logistics
- Japanese reconstruction
- Afghanistan
- Nigeria
- Consultancy services
Strong pipeline of identified opportunities - $279.3m (2006: $165m)
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Q& A’s
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