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PART I
Item 1. Business
Overview

We are engaged primarily in the design, development, manufacture and sale of a variety of fire safety products for the
industrial and special purpose infrastructure industries and the design and installation of industrial fire safety systems
in which we primarily use our own fire safety products. To a minor extent, we provide maintenance services for
customers of our industrial fire safety systems. Our business is primarily in China, where we operate sales and liaison
offices in more than 20 cities; we are also expanding our business overseas by providing integrated fire safety systems
to industrial clients globally.

We market our industrial fire safety products and systems primarily to major companies in the iron and steel, power
and petrochemical industries in China. In 2009, we also secured several contracts with power generation plants in
India. We are further developing our business in the transportation sector, including subways, highway tunnels, high
speed trains and marine transportation, and telecommunications sectors.

We have internal research and development facilities engaged primarily in furthering fire safety technologies. We
believe that our technologies allow us to offer cost-effective and high-quality fire safety products and systems. We
have developed products for industrial fire detecting and extinguishing. We believe that we are the leading
manufacturer in China and have successfully developed a comprehensive line of linear heat detectors.

We are the result of a share exchange completed on October 27, 2006 between Unipro Financial Services, Inc., a
Florida corporation (“Unipro”) and the shareholders of China Fire Protection Group, Inc., a limited liability company
organized under the laws of the British Virgin Islands (“CFPG”). The share exchange resulted in the change of control
of Unipro, with the former shareholders of CFPG owning approximately 80.5% of the company on a fully diluted
basis after the share exchange. The directors and officers of CFPG became our directors and officers in conjunction
with the share exchange. Effective as of January 31, 2007 we changed our name to China Fire & Security Group, Inc.

We have twice been ranked as the leading Chinese industrial fire safety company by the China Association for Fire
Prevention based on six major factors including total revenue, growth rate, net profit, return on assets, investment in
research and development and intellectual property. In 2008 and 2009, we were also twice ranked as the leading fire
protection brand in China in a survey conducted by www.HC360.com. HC360 is a leading B2B electronic commerce
services provider in China and runs the largest commercial website in China's fire protection industry
(www.fire.HC360.com). Our key products include linear heat detectors and water mist extinguishers. Our products
have been used by customers in more than 20 provinces throughout China.

Our Strategies:

We aim to further leverage our total solution business model, proprietary core technology and products, and strong
management team to seek innovations in total solution sales, systems and technologies, and project management and
to achieve accelerated growth with significantly lower cost. We intend to achieve our goals through the following key
strategies:

*We plan to continue to develop and capture opportunities in providing fire protection total solutions to high end
customers in industrial and special purpose infrastructure industries.
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In the iron and steel industry, we will utilize our breakthrough in the retrofitting and maintenance services area to
win more contract opportunities from 2010 to 2012, and to capitalize on the industry's continued consolidation.

3.
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oWe plan to promptly and selectively expand into new verticals and international markets. New targeted verticals
include: conventional power plants, power transmission (grid), nuclear power plants, petroleum and natural gas,
petrochemical, transportation (subways, highway tunnels, high speed trains), ships and marine transportation,
telecommunications carriers.

*We plan to further enhance proprietary product research and development, standardization, industrialization and
intellectual property protection, in order to broaden our product portfolio, improve profitability, help penetrate new
verticals, and increase product sales through direct and independent third-party channels.

oWe plan to further enhance fire codes in the iron and steel industry and other new verticals and initiate
improvements on certain current product standards at the national and international levels.

oln addition to core products in industrial fire detection and suppression systems, we plan to expand our product
portfolio through internal development and partnership with third parties, and provide our customers with integrated
product development and scaled product manufacturing.

oWe aim to increase the market share of our integrated products by offering total solutions to our customers as well
as independent product sales through channels.

®We plan to build a stronger management platform to support accelerated business growth by improving corporate
management capabilities in contract budgeting, financial control and auditing, and human resources management.

e We will be strategic in joint venture and mergers and acquisition opportunities. Our objective in potential selective
and strategic joint ventures and mergers and acquisitions is to augment our organic growth strategy.

Our Industry
The Industrial Fire Safety Industry

The fire safety industry can be generally divided into three major segments: residential, commercial and industrial.
The industrial fire safety business requires greater technical expertise than the residential or commercial fire safety
businesses due to the hazardous conditions of the industrial environment. Designers must consider a myriad of
complex technologies, safety factors and unique fire hazard risks associated with various areas of

production. Designers must also contend with adverse environmental problems such as humidity and dust and
electro-magnetic interference to develop solutions to analyze and mitigate the spread of fire and chain reactions that
are more likely to occur in the automated industrial production environment.

Along with China’s modernization drive, its economy has witnessed significant growth in the past three decades,
which brought about rapid growth in various industrial sectors, including the iron and steel as well as power and
petrochemical industries. Moreover, due to its investment environment and relatively low cost labor, China has
attracted many manufacturers from developed countries. China’s increasing industrial capacity has caused, and is
anticipated to continue to cause, a high level of demand for industrial fire safety products and services. According to a
study published by China’s Building Mechanical & Electrical Engineering Magazine, China’s total revenues from
industrial fire safety products and services in 2006 was approximately $1 billion and the annual growth rate for the
following five years was expected to be more than 11%.

4-
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Due to the increased loss of lives and properties as a result of fires, the Chinese government began to attach increasing
importance to industrial fire safety in the 1990’s. The government enacted various laws and issued regulations on fire
safety, of which the most important included the Fire Safety Law of 1998 and the Safe Production Law of 2002. On
May 1, 2009, the government released the amendment to the Fire Safety Law in which it stressed that the principal of
an enterprise or a building is personally liable for fire casualties. These laws, while expressing the government’s
increased emphasis on fire safety, can be vague and are not themselves responsible for the increase in demand. More
important to the demand for products and services are fire codes for various industrial sectors. In April 2007, China’s
Ministry of Construction published a fire code entitled “Code of Design on Fire Protection and Prevention for Iron and
Steel Metallurgy Enterprises”, which became effective on January 1, 2008. This fire code is applicable to all new
build-out of plants, expansion and renovation of existing facilities in any iron and steel company.

The fire safety industry has historically used foreign products, which have been superior in technology and quality. In
recent years, Chinese products have improved in terms of technology and quality and are being increasingly accepted.
The competitive price of Chinese products has also become a competitive advantage.

The industry for the design, manufacture and installation of fire safety systems is fragmented with no dominant
players. As a result, we believe that there is an opportunity for consolidation and expansion which will allow major
players to emerge.

Our Leadership Position in the Industry

We began in 1995 as the first Chinese company specializing in industrial fire safety. We believe that we have
established ourselves as the recognized leader in the industrial fire safety business in China based on the following
competitive advantages:

. A large number of mid-to-high end loyal customers in various industries:

China Fire has been issued the top level certificates for both System Contracting and Engineering from the Ministry of
Construction of China. China Fire was ranked No. 1 in the survey of System Contracting Enterprises undertaken by
China Fire Association in 2001. Leveraging its own products with proprietary technologies and comprehensive design
experience, China Fire has superior capabilities and expertise in providing total fire protection systems to industrial
customers. China Fire serves a long list of mid-to-high end loyal customers in various industries including iron and
steel, petrochemical, power, nuclear power, and transportation. We receive repeat business from these customers when
they build new projects or rebuild their existing plants.

. Technological leadership; several high valued proprietary intellectual properties:

China Fire has developed a series of proprietary technologies for industrial fire safety products including Linear Heat
Detectors (LHD) which have been awarded dozens of patents worldwide. These technologies have enabled the
Company to become one of the chief editors for relevant national fire product standards. Leading technologies,
proprietary patent protection and our influence over fire safety standard have contributed to China Fire’s unique market
leading position with sustainable advantages.

. Lead and influence the enhancement of various national fire codes and product standards:

China Fire is an editorial member of the national Codes of Fire Protection Standards for Metallurgy, Iron & Steel
Enterprises, and of the “Linear Heat Detector” and participates in various other fire codes at the national and provincial
level. These enhancements have improved fire safety standards in China and created larger market demand for many
products including our proprietary products which have better prices and reliability.
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¢ Specialized research and development centers and manufacturing bases for fire detection products and fire
suppression products:

China Fire has a specialized research and development center and manufacturing base for fire detection products in
Beijing and another research and development center and manufacturing base for fire suppression products in Tianjin.
Recognized by the government as high-tech enterprise, China Fire has ample manufacturing capacity to support its
future business growth in specialized fire detection and suppression products.

5.
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. Experienced management team with established track record for sustained growth:

China Fire has a strong management team which consists of experts in technology, sales and marketing and general
management. The core team has both domestic experience and international vision with a strong track record for
achieving sustained business and financial growth over the last six years.

Our Products and Services

Our major customers are in the iron and steel (contributing approximately 75% of revenues), traditional power
generation (contributing approximately 16% of revenues) and petrochemical (contributing approximately 1% of
revenues) industries. Our revenues are mainly from three sources: Total Solutions, Product Sales, and Maintenance
Services. In 2009, revenues from total solutions accounted for approximately 77.0% of total revenues and the sale of
products integrated accounted for approximately 19.4% of total revenues, while maintenance services accounted for
approximately 3.6% of total revenues.

Total Solutions

We design and install total fire protection systems for our clients. A fire protection system consists of three major
components: fire detectors, fire alarm control and network supervisory systems, and fire extinguishing systems. In
most cases, we design and install all three components. The price of systems varies with the size and complexity of
the installation, ranging from $10,000 to $92 million. In 2009, we designed and installed more than 181 systems. The
design and installation of a system can take one month to three years, depending on the complexity of the system.
Approximately 11% of the systems take less than one year to complete, while approximately 89% of the systems
require more than one year. Revenues from total solutions typically can be broken down as follows: 50-65% of
revenues from products manufactured by us; 25-40% of revenues from products manufactured by third parties; and
10% of revenues from services (the design and installation). The price of our own products incorporated into the total
solution systems we design and install is similar to that sold directly to our customers. The markup for third party
products is approximately 20-30%.

We maintain long-term relationships with the majority of our customers. In 2009, the top-five projects for total
solution systems that we implemented for our customers (based on its revenue recognized and the percentage

contribution) were as follows:

Top-Five Customers of Our Total Solutions in 2009

Amount of Percentage of

Revenues Total Solution
Name Industry (in thousands) Revenues
Capital Iron & Steel Group (Caofeidian
Project) Metallurgy 8,103 12.69%
Jinan Iron & Steel Group Metallurgy 7,222 11.55%
MCC Capital Engineering & Research Metallurgy 3,535 5.65%
Dongbei Special Steel Group Metallurgy 2,974 4.76%
Datang Power (Tashan Project) Power 2,811 4.50%
Total 24,645 39.42%

Products
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Depending on the requirements of our clients, we provide integrated fire protection products. By selling products we
manufacture and incorporating products outsourced from third parties we provide a complete system for our clients.
Such revenues do not include the sale of our products in connection with our total solution business or the design and
installation of fire protection systems. We manufacture the following products, which can be divided into three
categories according to their functions:

-6-
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Fire Detectors. The products include:

- Linear Heat Fire Detectors

- Multi-Frequency Infrared Flame Detectors

- Long Range Infrared Combustible Gas Detectors
- Fixed Point Combustible Gas Detectors

- Point Fire Detectors

Fire Alarm Control and Network Supervisory Systems. The products include:

- Fire Alarm Control Unit

- Fire Control Room Display System

- Fire Safety Monitoring Center System
- Remote Customer Service System

Fire Extinguishing Systems. The products include:

- Water Mist Fire-Extinguishing System

- Anti-False-Spray Water Spray Fire-Extinguishing System
- Gas-Based Fire-Extinguishing System

- Foam-Based Fire-Extinguishing System

- Portable and Transportable Fire Extinguishers

- High-Pressure Cylinders

We focus on the production and sales of our proprietary products, which are associated with our technologies and
intellectual properties. The sales of our proprietary products, which include our liner heat detectors and water mist
fire-extinguishing systems, contribute a higher gross margin than the products outsourced from the third parties.

In 2009, we developed new products, including fixed point combustible gas detectors, foam-based fire extinguishing
systems and anti-explosive cylinders. We believe that the development of these new products will enhance our
product offerings and strengthen our competitive position.

We have established quality assurance systems throughout the company and achieved ISO9001:2000
certification since 2001. ISO9001:2000 refers to a quality management system which demonstrates the company’s
ability to consistently provide products that meet applicable regulatory requirements and aim to enhance customer
satisfaction. We believe these certifications are recognition of our commitment to and efforts in implementing and
maintaining a quality management system in the design, manufacturing and sales of our fire safety products.

The tables below list our top-five Products Sales customers as of December 31, 2009. The amounts and percentages
do not include the sales of our products as part of total solutions:

Top-Five Customers of Our Product Sales in 2009

Percentage of

Sales in Total Product
Name Industry (in thousands) Sales
Datang Power (Guangdong) Power 1,021 6.56%
Datang Power (Jiangsu) Power 902 5.80%
Other 820 5.27%

11
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Wuxi Tianyou Special Detection Technology

Co., Ltd.

China Power Investment Group (Shanghai) Power 724
Tianjin Tianchuan Municipal Enginneering

Co., Ltd. Other 696
Total 4,163
-

4.66%

4.47%
26.76%

12
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Our Intellectual Property
We develop our own technologies for our products and services. We own 119 patents and have 24 pending
applications in China and internationally. These patents are related to fire detecting, system control, and fire

extinguishing technologies as listed in the table below.

Our Intellectual Properties

Patents Patents

Product Issued Pending

Linear Heat Fire Detectors 45 11
Infrared Flame Detectors 2 0
Water Mist Nozzles 6 0
Remote System Control Device 3 0
Fire Alarm Control Device 11 3
Foamed-Based Fire Extinguishing Device 4 1
Others 48 9
Total 119 24

We own seven copyrights for software used for detecting assembly and control modules. We have developed
proprietary software to provide localized and network-based fire detection and monitoring solutions. We believe that
we are the first company in China to provide customers with remote system monitoring services based on our
network-based solutions. From our centralized monitoring center, we can detect any status change (major alarm,
critical alarm, fire alarm, etc.) in the major components of each system, upload information, and take appropriate
actions if needed. We have been granted copyrights for such software by China’s State Bureau of Copyrights.

We have thirteen registered trademarks for our products and services approved by the State Administration for
Industry and Commerce of China,. In addition, we currently own three internet domain names “www.sureland.com.cn”,
“www.sureland.com.” and “www.chinafiresecurity.com”.

Our Research and Development Efforts

We currently have approximately 33 members on our research and development team. Most of our R&D staff have
been working in the field of fire safety products for over five years. Research and development costs were $1,631,435
and $2,102,976 during the years ended December 31, 2009 and 2008, respectively.

Our research and development activities involve improving upon existing products, developing new products,
designing better and more efficient fire safety systems, and developing new applications for such products and
systems. We are currently developing new technologies for anti-explosive gas bottles, alternate foam storage and mix
device and high-pressure water mist systems. We plan to conduct R&D to develop infrared flame detectors and
industrial fire protection monitoring and control systems in the future. Our R&D activities also involve further
developing and improving our core manufacturing technologies so that we can expand our product lines and reduce
overall costs. We have entered into joint research and development agreements with some universities whereby we
have exclusive ownership to any technology developed. These efforts have led to the successful development of
numerous peripheral products for our fire safety systems. For example, we have enhanced our network based fire
protection system monitoring software through a joint development program between the Company and Wuhan Iron
and Steel University. In 2008, we established a Fire Safety Research Center with Wuhan Technology University.

To enhance our R&D capabilities, we completed the construction of a new R&D center in 2006, consisting of a 1,800
square meter building with new R&D equipment. The total spending for the construction and equipment was

13
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approximately $1 million. The center is devoted to our research and development efforts and to the development of
integrated manufacturing practice and processes. The center is a base for training research and technical personnel and
for developing additional proprietary technologies.

_8-
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Our Marketing Efforts

Currently, we have established our position as the leading Chinese supplier of fire safety products and services in the
iron and steel, power and petrochemical industries. We have installed 80% of the large systems in the iron and steel
industry. Our business plan is to maintain our leadership and expand our market share in the iron and steel, power and
petrochemical markets, while targeting several new market segments which we believe offer expansion opportunities,
including transportation (highways, subways and railways) and nuclear power generation. We also have installed fire
safety systems for the warehouses of distilleries and cigarette factories.

Our marketing efforts have made us one of the leading suppliers of fire safety products and services in China. All of
our products and services are marketed and sold through our direct sales force. Under Chinese laws and regulations, a
company which plans to install fire safety systems must apply to the relevant government agency for the approval of
the project. Due to our relationship with these agencies, we are able to receive information about projects under
consideration in advance and prepare for the bidding accordingly. Our sales force regularly visits the research and
design institutes under those agencies to educate them with our products and to share with them our experiences in the
design and deployment of fire protection systems for industrial facilities. These marketing efforts better position us for
receiving contracts for fire safety systems when they design a new plant or facility. Almost all of our contracts are
procured through an open bidding or invitation only bidding process. Contracts secured without bidding usually
provides us with higher margins.

Our linear heat detectors and water/mist extinguishers have received the UL certification. We have an OEM
arrangement with Xi’an System Sensor Electronics Co., Ltd., a China subsidiary of Honeywell, for OEM
manufacturing of linear heat detectors for Honeywell. We have signed an additional two OEM manufacturing
agreements with another two multinational companies under confidential terms.

We are actively expanding our marketing network into other parts of China. We have established sales offices and
liaison offices in more than 20 locations. Mainly through internal growth, we project an increase in the number of
sales and liaison offices. In April 2009, we entered into an agreement with Jinan Iron & Steel, China’s eighth-largest
steel producer and a leading exporter of medium and thick steel plates, to serve as the turn-key fire protection solution
provider and to implement Jinan Iron & Steel’s automated fire protection system.

Our sales team has approximately 100 members. To expand distribution channels and increase our market share, we
regularly attend industrial exhibitions organized by local and national industrial associations. We run advertisements
in major industry journals, magazines and catalogues. We also run advertisements on industry websites including
www.china-fire.com and www.fire.hc360.com .

Material and Parts Supply

We manufacture products that provide higher margins and subcontract products with comparatively lower margins.
Given the importance to our business of key materials and parts, the purchasing and management of these important
functions are top priorities. We carefully manage our purchasing efforts and have established company policies
involving materials and parts procurement. The cost of materials for our own products is approximately 80-90% of the
total production cost.

Supplier Management System

We have adopted measures to reduce risks in materials and parts supply, including 1) obtaining better services and

higher quality, 2) diversifying suppliers and supply sources, and 3) seeking long-term contracts with suppliers.
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Purchasing Procedures

Our production department collaborates with our quality and procurement department to produce a list of qualified
suppliers that is based on quality, price, technical competency and capacity. Purchasing transactions are sometimes
conducted in accordance with procedure for bidding invitations. Potential suppliers are evaluated on their proposed
terms, technical specifications, price, payment terms and timing for delivery. After validation of the various suppliers’
service stable supply capabilities, we acquire the needed materials and parts from the supplier offering the best terms.
Our procurement department establishes an oversight process by appointing individuals to conduct periodic market
research of key price points. There is a standard procedure for conducting said bidding process and accepting the bids
to insure that all of the purchasing procedures are being strictly followed. We enter into long-term contracts with
certain suppliers to lock in prices and send purchase orders for each delivery when necessary.

9.
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Major Suppliers

The tables below list our top five suppliers as of December 31, 2009

Major Suppliers of Materials and Parts for Our Own Products

Item Suppliers
Cabinet

Cabinet

Cable Materials
Electron Component
Electron Component

Total

Hebei Qingxian Fangzheng Cabinet Co., Ltd.
Qingxian Zhiyingda Electricity Applicants Co., Ltd.
Nanjing Xianbang Technology Co., Ltd.

Beijing Tianlike Commercial Co., Ltd.

Beijing Huatai Chuangxin Technology Co., Ltd.

Major Suppliers for Third Party Products of Our Fire Safety Systems

Item

Devulge valve, nozzle, gas fire
extinguisher

Monitor, detector

Electrical applicants and environment
monitoring system

Galvanized seamless steel pipe

Fire-refractory coating
Total

Our Competition

Suppliers

Tianjin Tianxiao Safety Equipment Co.,
Ltd.

Honeywell ( Shanghai )

Dinglian High Technology Co.,

Ltd. (Beijing )

Cangzhou Junda Steel Pipe Co., Ltd.
Wuxi Hongyuan Fire Protection
Material Co., Ltd.

Amount
Purchased
in 2009
(in thousands)
108
103
93
86
62
452

Amount
Purchased
in 2009
(in thousands)

1,246
720

677
590

465
3,698

Percentage

of Total
Purchase

7.75%

7.37%

6.64%

6.17%

4.4%

32.33%

Percentage
of Total
Purchase

8.8%
5.1%

4.8%
4.2%

3.3%
26.2%

The fire safety market in China is intensely competitive and includes thousands of companies. We compete primarily
in providing total fire safety solutions including engineering and installations to end customers. We also compete in
the market for providing fire safety products.

The market for the design and installation of fire safety systems includes numerous small and mostly regional
competitors. Consequently, we believe that our leading position in the industry has enabled us to win a high
percentage of our bids (e.g., around 60-70% of bids in the iron and steel industry). We compete on design, technology,
track record, price, quality of products, expertise and ability to complete the job in time. We believe that the fact that
we use our own products also adds to our competitive positioning. While these factors play a less significant role in
bidding for smaller jobs, we have twice been recognized as the industry leader by the China Association of Fire
Prevention based on numerous significant factors including total revenue and profit. Foreign competitors normally do
not engage in system integration due to their disadvantage in labor costs and the requirement of Chinese certificates.

17
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We compete with both foreign competitors and local manufacturers for our products. Foreign-made products have
historically had an advantage over Chinese-made products because of superior technology and quality. We believe
that the demand for foreign products has begun to decline because of improvements in Chinese technology and as the
technology and quality gaps narrow, the price advantage that Chinese-made products typically have has increased
demand for Chinese-made products. We have developed numerous patented products with technological superiority
over our competitors. Our China-based competitors tend to focus on low-end and technologically less sophisticated
products that have lower quality and are not suitable for large projects. Most of the China-based companies have
lower operating expenses and often compete with lower pricing.

Although we are currently successful in providing total fire safety solutions to our customers, there is no assurance
that we will continue to be able to do so in the future. We have been successful in the iron and steel, power and
petrochemical industries, but as we move into new industrial sectors, our lack of proprietary products that may be
required by those industries may limit our market acceptance.

Our Employees

As of December 31, 2009, we employed 425 full-time employees. Approximately 20% of our employees are
management personnel, 8% are R&D staff members and 18% are sales staff members. Approximately 81% of our
employees have college degrees or higher.

Under Chinese law, our employees have formed labor unions which serve to protect employees’ rights, aim to assist in
the fulfillment of our economic objectives, encourage employee participation in management decisions and assist in
mediating disputes. We believe that we maintain a satisfactory working relationship with our employees and have not
experienced any significant labor disputes or any difficulty in recruiting staff for our operations.

As required by applicable Chinese law, we have entered into employment contracts with all of our employees. We
have also entered into confidentiality agreements with all of our employees under which our employees are prohibited
from disclosing confidential information of the Company or using it for purposes other than the benefit of the
Company. Directors, officers, mid-level managers and certain key employees in sales and R&D are required to sign a
non-compete agreement that prohibits them from competing with the Company while they are employees of the
Company and within two years after their employment with the Company is terminated.

Our employees in China participate in a state pension arrangement organized by Chinese municipal and provincial
governments. We are required to contribute to this arrangement at the rate of 20% of the average monthly salary. In
addition, we are required by Chinese law to cover employees in China with other types of social insurances. Our total
contribution may amount to 30% of the average monthly salary. We have purchased social insurance for all of our
employees. In the event that any current employee, or former employee, files a complaint with the Chinese
government, we may be required to purchase insurance for said employee, and we may be subject to administrative
fines. We believe that such fines, if imposed, are immaterial.

Item 1A. Risk Factors
Cautionary Statement Regarding Future Results, Forward-Looking Information And Certain Important Factors

In this report we make, and from time to time we will otherwise make, written and oral statements regarding our
business and its prospects, such as projections of future performance, statements of management’s plans and
objectives, forecasts of market trends, and other matters that are forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Statements
containing the words or phrases “will likely result,” “are expected to,
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will continue,” “is anticipated,” “estimates,
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projects,’
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“believes,” “expects,” “anticipates,” “intends,” “target,” “goal,” “plans,” “objective,” “should” or similar expressions identify
forward-looking statements, which may appear in documents, reports, filings with the Securities and Exchange

Commission, news releases, written or oral presentations made by officers or other representatives made by us to

analysts, stockholders, investors, news organizations and others, and discussions with management and other of our
representatives. For such statements, we claim the protection of the safe harbor for forward-looking statements

contained in the Private Securities Litigation Reform Act of 1995.
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Our future results, including results related to forward-looking statements, involve a number of risks and uncertainties.
No assurance can be given that the results reflected in any forward-looking statements will be achieved. Any
forward-looking statement speaks only as of the date on which such statement is made. Our forward-looking
statements are based upon assumptions that are sometimes based upon estimates, data, communications and other
information from suppliers, government agencies and other sources that may be subject to revision. Except as required
by law, we do not undertake any obligation to update or keep current either (i) any forward-looking statement to
reflect events or circumstances arising after the date of such statement, or (ii) the important factors that could cause
our future results to differ materially from historical results or trends, results anticipated or planned by us, or which
are reflected from time to time in any forward-looking statement.

In addition to other matters identified or described by us from time to time in filings with the SEC, there are several
important factors that could cause our future results to differ materially from historical results or trends, results
anticipated or planned by us, or results that are reflected from time to time in any forward-looking statement. Some of
these important factors include the risk factors below.

An investment in our common stock is speculative and involves a high degree of risk. You should carefully consider
the risks described below and the other information in this Form 10-K before purchasing any of our common stock. If
any of the events described in the risk factors below actually occur, our business, financial condition or results of
operations could suffer significantly. In such case, the value of your investment could decline and you may lose all or
part of the money you paid to buy our common stock.

Risks Related To Our Business

Disruptions in the capital and credit markets related to the current national and worldwide financial crisis,
which may continue indefinitely or intensify, could adversely affect our results of operations, cash flows and financial
condition, or those of our customers and suppliers.

The current disruptions in the capital and credit markets may continue indefinitely or intensify, and adversely impact
our results of operations, cash flows and financial condition, or those of our customers and suppliers. These
disruptions could adversely affect our ability to draw on our bank revolving credit facility, which is dependent on the
ability of the banks that are parties to the facility to meet their funding commitments. Those banks may not be able to
meet their funding commitments to us if they experience shortages of capital and liquidity. Disruptions in the capital
and credit markets as a result of uncertainty, changing or increased regulation, reduced alternatives or failures of
significant financial institutions could adversely affect our access to liquidity needed to conduct or expand our
businesses or conduct acquisitions or make other discretionary investments, as well as our ability to effectively hedge
our currency or interest rate. Such disruptions may also adversely impact the capital needs of our customers and
suppliers, which, in turn, could adversely affect our results of operations, cash flows and financial condition.

Our products and services have rel