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INDUSTRY: DEFENSE

Drum Roll is Getting Louder

Force Protection reported second quarter operating results yesterday. The reported figures were certainly in-line
with our estimates…once figures were adjusted for non-operating, one-time events. The bottom line results were
impressive. A quick review of the figures includes:

 Total revenues were $56 million with a surprisingly large $12.3 million reported in spare parts, support,
and service revenues. Overall revenue was $6 million better that our original estimate essentially due to
the strong service and parts figure.

 Gross margin was not nearly as good as we had expected. A combination of factors affected the
Company’s results versus our projection:

o Late fees were once again charged against the Company.
o It is obvious that management, to adhere to the demand schedule that the DoD has placed on the

Company, had to resort to “brute strength and the doubling of resources” to produce product at
the required rates. We believe this problem is being addressed but, being in the South just last
week, we don’t expect the manufacturing teams to be working any better given the heat of
summer. We do believe that gross margin should improve more in line with management’s
efforts as we enter the second half of the year. Further, we expect some of the one-time-in-nature
problems to be less a factor on production profitability.

o SG&A was a total surprise. It was far lower that we had expected despite the fast pace of growth,
employment increases and one time charges. It was well restrained by management.

o Interest expense was as expected. This line item should fall dramatically in the future given the
new capital raise.

 The quarter was negatively impacted by a $1.9 million, one-time provision against SG&A due to
liabilities associated with the “accelerated delivery fee” under the JERRV contract, as well as a $440
thousand late fee against delivered vehicles in the quarter.

Given the projected production ramp for the remainder of the year and the spike in service and parts activities, we
are increasing our estimate for 2006 to $216 million in revenues and $0.20 from $0.15 in annual income per
share. These changes only really reflect a stepped-up improvement in gross margin, restrained SG&A costs and
the interest cost savings provided by the capital raise. For 2007, we are anticipating a steep ramp in demand for
trucks as well as continued growth in parts and service revenues. Combined with further efficiencies, we expect
this to produce $455 million in revenues and $0.95 in untaxed EPS.

From a valuation standpoint, we are also raising our twelve-month price target to a range of $9.00 to $12.00 per
share. This range is based on a “taxed,” 2007 estimate of $0.60 times a 15X to 20X multiple. We agree this
could be considered “conservative” but believe that given this was FRPT’s very first profitable quarter that we
should continue to remain excited about the Company’s prospects but realistic regarding the stock market’s
perception about Force Protection.

A U G U S T 15, 20 06

I NTRADAY NOTE
M A R C R O B I N S , CF A

mrobins@therobinsgroup.com
5 0 3 -4 4 5 -2 4 9 0

FY: Dec 2005A 2006E 2007E
EPS ($0.49) $0.20 $0.95



Catalyst Financial Research
Research Update

2

Factors that could effect our future thoughts on the proper multiple include the growing parts value of the support,
service and parts business…an opportunity that could almost be considered a higher valued, revenue annuity; the
contribution and enthusiasm the Company’s high technology explosive solutions should provide; the growth rate
in sales and profits, and the improving balance sheet, size of the overall company, market cap and respect this
entity should receive versus its industry and peers.

We are maintaining our BUY rating.
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DISCLOSURES:

This report has been commissioned by Force Protection, Inc. (the Company) as part of an on-going research and awareness program
contracted between Catalyst Financial Resources LLC (CFR), and the Company. CFR has been paid or promised payment for the
production and editorial content of this report. The Company is paying CFR $6,000 per month for 12 months for services rendered.
However, the opinions, forecasts and price targets are based on our examination of company fundamentals, conversations with
management, independent analysis of markets, economic conditions, and other publicly available information.

This report has been written in accordance with current SEC regulations and the Standards of Practice developed by the Association of
Investment Management & Research (AIMR). Our research has been conducted by employing analytical practices generallyaccepted as
standard within the analytical industry. Our conclusions are, by the very nature of forecasting, speculative, but are also reasonable,
supportable and consistent.
Key to disclosures:

(1) Catalyst Financial Resources LLC (CFR) does not make markets in any securities and has not managed or co-managed a public
offering of securities for the subject company within the past 12 months.

(2) CFR, or an affiliate, received compensation for investment banking services from the Subject Company within the past 12
months.

(3) CFR expects to receive or intends to seek compensation for investment banking services from the Subject Company within the
next 3 months.

(4) The research analyst or a member of the research analyst’s household has a financial interest in the securities of the Subject
Company in the form of a (a) long position (b) short position (c) right (d) warrant (e) future or (f) call option in such securities.

(5) CFR and/or its officers or affiliates may either hold a position in this company’s share or own options, rights or warrants to
purchase any of the securities of the subject company.

(6) The research analyst principally responsible for preparing this research report received compensation based upon various factors,
including CFR total revenue, a portion of which was generated by CFR’s investment banking services.

(7) The research analyst or a member of the analyst’s household serves as an officer, director, or advisory board member of the
subject company;

(8) An affiliate of CFR may have a different view from the views expressed herein.
(9) CFR and/or its affiliates beneficially own 1% or more of the subject company.
(10) The Subject Company is a client of CFR or one of its affiliates.
(11) CFR is a client of the Subject Company or one of its affiliates.

The analyst herby certifies that the research conclusions and recommendation contained herein accurately reflects his/her personal views
about the industry, company and shares and also hereby certifies that no part of his/her research compensation was or will be directly or
indirectly related to the earnings estimates, target price or recommendation about the security.

The research provided herein should not be considered a complete analysis of every material fact regarding the companies, industries or
securities named above. The opinions expressed herein reflect the analysis and judgment of the author on the date of publication and are
subject to change without notice. Facts have been obtained from sources considered reliable but should not be construed as complete and
are not guaranteed to be accurate. Catalyst Financial Research LLC; its members; employees and their families may have positions in the
securities covered within the research material above and may make purchases or sales while this report is in circulation. Additional
information on the subject companies is available upon request.

EQUITY RECOMMENDATION SYSTEM:

Buy Immediate purchase is recommended. The security expected to outperform the market over the next 12 to 18 months.

Accumulate Purchase of the stock is recommended for above average appreciation over the next 12 to 18 months, but the buyer may
have an opportunity to acquire the stock within a 10% trading range.

Hold Holding the stock is recommended because the share price has moved above the specific “Buy” range and, therefore,
appreciation potential is less than or equal to the market.

Sell The stock has reached the target price objective and/or conditions have changed sufficiently to alter the outlook for the
stock.

EQUITY RISK SYSTEM:

High The security is more volatile than the market and/or the company is more leveraged than its peer group.

Moderate The security has about the same volatility as the market and/or the company carries a level of leverage in line with its
peer group.

Low The security is less volatile than the market and/or the company is less leveraged than its peer group.

DISTRIBUTION OF RECOMMENDATIONS:
At this time, there are an insufficient number of companies under coverage to generate usable distribution information or draw any
conclusions regarding bias about the research methodology. Prospective companies are screened and evaluated by sales personnel and
research analysts with the investment thesis and overall research recommendation developed before the commission is established.


