AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON FEBRUARY 4, 1998
REGISTRATION NO. 333-42643

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Pre-effective Amendment No. 1
to
FORM S-1
REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933
COMPX INTERNATIONAL INC.
(Exact name of registrant as specified in its charter)

DELAWARE 57-0981653
(State or other 3499 (I.R.S. Employer
jurisdiction (Primary Standard Identification Number)
of incorporation or Industrial
organization) Classification Code
Number)

200 OLD MILL ROAD
MAULDIN, SOUTH CAROLINA 29662
(864) 297-6655
(Address, including zip code, and telephone number,
including area code, of registrant's principal executive offices)

DAVID A. BOWERS
CHIEF EXECUTIVE OFFICER
COMPX INTERNATIONAL INC.
200 OLD MILL ROAD
MAULDIN, SOUTH CAROLINA 29662
(864) 297-6655
(Name, address, including zip code, and telephone number,
including area code, of agent for service)

Copies to:

EDWARD J. HARDIN, ESQ. JOHN W. WHITE, ESQ.
ROGERS & HARDIN CRAVATH, SWAINE & MOORE
2700 INTERNATIONAL TOWER WORLDWIDE PLAZA
229 PEACHTREE STREET, N.E. 825 EIGHTH AVENUE
ATLANTA, GEORGIA 30303 NEW YORK, NEW YORK 10019
(404) 522-4700 (212) 474-1000

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: As soon as
practicable after this Registration Statement becomes effective.

If any of the securities being registered on this Form are to be offered on a
delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, check the following box. [ 1]

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration for the same offering. [ ]

If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement.

L]

If the delivery of the prospectus is expected to be made pursuant to Rule
434, please check the following box. [ ]
CALCULATION OF REGISTRATION FEE



Title of Each Amount to be Proposed Maximum Proposed Maximum Amount of

Class of Registered Offering Aggregate Registration
Securities to be Price per Unit Offering Price Fee (1)
Registered

Shares of Clas
A Common

Stock, $.01 pa 5,405,000 $20.00 $108,100,000 $31,890
value shares

(1) Registration fee calculated on the basis of $295 per $1,000,000 or fraction
thereof of the proposed maximum offering price. $29,500 has been paid in
previous filings.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (A) OF
THE SECURITIES ACT OF 1933 OR UNTIL THIS REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8 (A),
MAY DETERMINE.

Red Herring Language
[The following text appears along the left margin of the following page]

Information contained herein is subject to completion or amendment. A
registration statement relating to these securities has been filed with the
Securities and Exchange Commission. These securities may not be sold nor may
offers to buy be accepted prior to the time the registration statement becomes
effective. This prospectus shall not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of these securities
in any State in which such offer, solicitation or sale would be unlawful prior
to registration or qualification under the securities laws of any such State.

PROSPECTTUS
4,700,000 SHARES
COMPX INTERNATIONAL INC.
CLASS A COMMON STOCK

All of the shares of Class A Common Stock, par value $.01 per share

(the "Class A
Common Stock"), being offered hereby (the "Offering") are being sold by CompX
International Inc. ("CompX" or the "Company"). A portion of the net proceeds
to the
Company from the Offering will be used to fully repay certain bank indebtedness
expected to be incurred to satisfy a $50 million note payable to Valcor,
Inc., the
Company's sole stockholder prior to the Offering. See "Use of Proceeds".



Each share of Class A Common Stock entitles its holder to one vote, and each
share of Class B Common Stock, par value $.01 per share (the "Class B Common
Stock™"
and together with the Class A Common Stock, the "Common Stock"™), of the Company
entitles its holder to one vote on all matters except the election of

directors on

which each share of Class B Common Stock is entitled to ten votes. All the
shares of

Class B Common Stock are owned by Valcor, Inc. Immediately after consummation
of the

Offering (assuming no exercise of the over-allotment option granted to the

Underwriters), Valcor will beneficially own shares of Common Stock having
approximately 68% of the combined voting power (95% for election of directors)
of the

outstanding shares of Common Stock.

Prior to the Offering, there has not been a public market for the Class A
Common
Stock of the Company. It is currently estimated that the initial public
offering
price will be between $17 and $20 per share of Class A Common Stock. See
"Underwriting" for information relating to the factors considered in determining
the
initial public offering price. The Company intends to apply to have the Class A
Common Stock approved for listing on the New York Stock Exchange (the "NYSE")
under
the symbol "CIX".

SEE "RISK FACTORS" BEGINNING ON PAGE 12 FOR A DISCUSSION OF CERTAIN FACTORS
THAT SHOULD BE CONSIDERED BY PROSPECTIVE PURCHASERS OF THE CLASS A COMMON STOCK.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS
A CRIMINAL OFFENSE.

Underwritin
Price g Proceeds
to Discounts to
and Company (2)
Commissions
Public
(1)
Per Share......ououuiieneennnnn. S S S
o o= Y () $ $ $
(1) For information regarding indemnification of the Underwriters, see

"Underwriting."
(2) Before deducting expenses estimated at $500,000 payable by the Company.
(3) The Company has granted to the Underwriters a 30-day option to purchase
up to
705,000 additional shares of Class A Common solely to cover
over-allotments, if
any. If such option is exercised in full, the total Price to Public,
Underwriting Discounts and Commissions and Proceeds to Company will be $
, S and $ , respectively.



The shares of Class A Common Stock are being offered by the several
Underwriters
named herein, subject to prior sale, when, as and if accepted by them and
subject to

certain conditions. It is expected that certificates for the shares of Class A
Common Stock offered hereby will be available for delivery on or about
, 1998,

at the office of Smith Barney Inc., 333 West 34th Street, New York,
New York 10001.

SALOMON SMITH BARNEY
NATIONSBANC MONTGOMERY SECURITIES LLC
WHEAT FIRST UNION

National Cabinet Lock(R), STOCK LOCKS(R), Waterloo Furniture Components
Limited(R), KeSet(R) and Leverlock(R) are registered trademarks of CompX
International Inc.

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS THAT
STABILIZE, MAINTAIN, OR OTHERWISE AFFECT THE PRICE OF THE CLASS A COMMON STOCK,
INCLUDING OVERALLOTMENT, ENTERING STABILIZING BIDS, EFFECTING SYNDICATE COVERING
TRANSACTIONS AND IMPOSING PENALTY BIDS. FOR A DESCRIPTION OF THESE ACTIVITIES,
SEE "UNDERWRITING."

PROSPECTUS SUMMARY

The following summary should be read in conjunction with, and is qualified in
its entirety by, the more detailed information and financial statements,

including the notes thereto, appearing elsewhere in this Prospectus. As used in
this Prospectus, unless the context requires otherwise, the terms "Company" and
"CompX[trademark]" refer to CompX International Inc. and its subsidiaries.

Unless otherwise indicated or the context otherwise requires, all share and per-
share data in this Prospectus and all other information relating to the Offering
(i) assume no exercise of the Underwriters' over-allotment option; (ii) gives
effect to the amendment to the Company's certificate of incorporation to change
the Company's authorized capital stock to Class A Common Stock and Class B
Common Stock and preferred stock, par value $.01 per share (the "Preferred
Stock"), effected on February 4, 1998; and (iii) gives effect to the
reclassification of each outstanding share of the Company's current common
stock, par value $1 per share, into 10,000 shares of its newly created Class B
Common Stock which is also to be effected prior to consummation of the Offering.
The Company's operations are comprised of a 52 or 53 week fiscal year. Each of
the years ended December 31, 1993 through 1997 consisted of a 52 week year.

THE COMPANY

CompX|[trademark] is a leading manufacturer of ergonomic computer support
systems, precision ball bearing drawer slides and medium-security mechanical
locks for office furniture and a variety of other applications. The Company's
products are principally designed for use in medium- to high-end applications,
where product design, quality and durability are critical to the Company's
customers. CompX|[trademark] believes that, in the North American market, it is
among the largest producers of ergonomic computer support systems for office
furniture manufacturers, among the largest producers of precision ball bearing

drawer slides and among the largest producers of medium-security cabinet locks.



In 1997, CompX|[trademark] generated net sales of $108.7 million, a 22% increase
from 1996. During 1997, ergonomic computer support systems, precision ball
bearing drawer slides and medium-security mechanical locks accounted for
approximately 34%, 39% and 26% of net sales, respectively.

OFFICE FURNITURE INDUSTRY DYNAMICS

Approximately 75% of the Company's products are sold to the office
furniture manufacturing industry while the remainder (principally mechanical
locks) are sold for use in other products, such as vending equipment, postal
boxes, electromechanical enclosures and other non-office furniture and
equipment. The U.S. office furniture market generated wholesale sales of
approximately $11 billion in 1997, according to estimates by the Business and
Institutional Furniture Manufacturer's Association ("BIFMA"). The dollar value
of U.S. office furniture industry shipments has increased in 23 of the past 25
years and, according to BIFMA, is currently estimated to have grown at a
compound annual rate of approximately 8.4% over the four year period ended
December 31, 1997. BIFMA currently estimates that office furniture sales over
the next two years will grow at a compound annual rate of approximately 7%. The
rate of growth in this industry ultimately will be affected by certain
macroeconomic conditions such as service industry employment levels, corporate
cash flow and non-residential construction levels. CompX|[trademark] management
believes that sales of its ergonomic computer support systems are experiencing
substantially higher rates of growth than the office furniture industry as a
whole.

The Company believes that fundamental shifts in technology, health
considerations and work processes in the office workplace provide new growth
opportunities in the office furniture industry. Increased use of technology has
caused businesses to redesign their workspaces with greater emphasis on the
space efficient integration of computers and other office technologies into the
office workplace as well as the protection of computing equipment from damage
and theft. Additionally, increased regulatory sensitivity to ergonomic concerns
and heightened focus on the risks of repetitive stress injury have also
influenced redesign of the office workplace. In 1996, California became the
first state to adopt legislation relating to ergonomics in the workplace. Such
legislation should have a direct effect on the demand for ergonomically designed
office furniture products, which allow workers to adjust and re-arrange the
orientation of office equipment and supplies for greater comfort and
productivity. Businesses increasingly are seeking changes in work processes to
achieve more efficient workspace utilization, resulting in the creation of new
office furniture designs that embrace office sharing concepts such as office
"hoteling" and open office designs. The Company's products target manufacturers
of new furniture designed to address these industry dynamics as well as
customers that specialize in retrofitting existing office furniture.

COMPETITIVE STRENGTHS

CompX|[trademark] believes that it is well positioned to realize continued
growth in market share in its existing markets and to build on its strengths to
expand into related product lines and markets.

INDUSTRY BRAND RECOGNITION AND MANAGEMENT EXPERIENCE. The Company's
business traces its roots to 1903 when it began manufacturing cabinet locks.
The Company is a supplier to major original equipment manufacturers ("OEMs") and
believes its brand names are well recognized in the industry. CompX[trademark]
currently markets its drawer slides and ergonomic computer support systems under
the Waterloo Furniture Components Limited(R) name and markets its medium-



security locks under the National Cabinet Lock(R) name. The top seven executive
management personnel have over 100 years of combined industry experience.

EMPHASIS ON CUSTOMER COLLABORATION. CompX[trademark] has been a leader in
collaborating with customers to develop innovative customized solutions to their
unique needs for product design, application, performance and cost. An
important ingredient to this approach is the Company's full-time engineering
staff of 25 and approximately $3 million in annual expenditures for product
design, development and engineering. Management believes that the Company's
responsiveness and commitment to work with customers has been critical to its
success to date.

EFFICIENT MANUFACTURING BASE. CompX[trademark] has established highly
automated manufacturing systems and uses statistical process control techniques
to achieve its demanding quality standards. The Company designs and custom
modifies certain of the high-volume equipment it uses to improve the
manufacturing and assembly of its products, and has invested substantial capital
in manufacturing automation and vertical integration. The Company believes that
these initiatives reduce the Company's costs and improve product quality,
productivity and delivery response time.

INTEGRATED INFORMATION SYSTEMS. The Company regularly invests in its
information systems to reduce inventories, improve the efficiency of its
manufacturing processes and reduce customer order fulfillment times. With
recently installed systems upgrades both in Canada and the United States,
CompX|[trademark] has fully integrated all stages of manufacturing process
information and order fulfillment. These investments have allowed the Company to
continually reduce order fulfillment times and increase the use of just-in-time
supplier relationships.

BREADTH OF PRODUCT LINE. CompX|[trademark] has a broad product line in its
core product areas, which allows the Company to serve an increasing proportion
of its customers' requirements. This provides several benefits to the Company,
including the simplified logistics and reduced cost of shipping higher wvolumes
of product to its customers, closer working relationships with its key customers
and increased cross-selling opportunities.

GROWTH STRATEGY

The Company focuses on certain niche segments of the middle to high end of
the office furniture market. To achieve its targeted growth rates,
CompX|[trademark] intends to pursue several growth initiatives:

CONTINUE TO CREATE INNOVATIVE PRODUCTS. The Company intends to continue
its focus on engineering and customer collaboration to develop and sell
customized versions of its core product line and to develop new versions of
existing product lines to meet the changing requirements of office furniture
manufacturers. The Company will attempt to increase its share of the total OEM
market for components such as electronic locking systems, a service workplace
safety-oriented "Cushion-Close[trademark]" drawer slide and a locking laptop
computer drawer. CompX|[trademark] will also consider expanding its product line
to include other furniture components with similar attributes such as one or
more of the components used in the rapidly growing seating industry.

EXTEND INTO NON-FURNITURE APPLICATIONS. The Company's precision ball



bearing drawer slide products increasingly are designed for and used in
applications other than traditional office furniture. For example, the Company
has designed and currently sells precision ball bearing drawer slides to
facilitate the movement of component parts in imaging machines, for professional
tool storage cabinets and other uses. CompX[trademark] will continue to explore
alternative applications for its products based on core product design and
manufacturing strengths.

CONTINUE TO MAKE STRATEGIC ACQUISITIONS. In addition to internal growth,

the Company intends to grow through selective acquisitions. The markets in
which the Company competes have a large number of relatively small regional
manufacturers and consequently offer potential consolidation opportunities. The
Company seeks acquisitions that complement its existing products,
manufacturing/design skills or customer base. The Company historically has been

able to benefit from acquisitions through economies of scale in purchasing,

manufacturing, marketing and distribution and through the application of the
Company's manufacturing and management skills.

On February 3, 1998, the Company executed a definitive agreement concerning
the purchase of all of the outstanding stock of Fort Lock Corporation and the
net assets of Fortronics, Inc., an affiliate of Fort Lock Corporation by common
ownership (collectively the "Fort Lock Group"). The Fort Lock Group is a
vertically integrated manufacturer of highly engineered mechanical locks for a
diverse customer base of original equipment manufacturers and locksmith
distributors. See "Recent Developments".

PROMOTE ALTERNATIVE DISTRIBUTION PROGRAMS. While office furniture OEMs are
expected to remain the Company's primary customers, CompX[trademark] also
intends to explore new distribution arrangements for the Company's products. The
Company's innovative STOCK LOCKS (R) distribution program, for example, offers a
broad range of products that generally ship within 48 hours of order placement
to customers that purchase the Company's locks in small quantities. Currently,
approximately 30% of the Company's lock sales are made through this program. In
1992, the Company began to implement similar alternative distribution programs
for its ergonomic computer support systems and precision ball bearing drawer
slides to allow the Company to reach an expanded range of customers of these
products on an economically attractive basis. Since their addition to the
Company's distributor product line in 1992, sales of these products to the
distributor market have increased and now represent approximately 10% of
combined ergonomic computer support systems and precision ball bearing drawer
slide net sales.

EXPAND INTO INTERNATIONAL MARKETS. While CompX[trademark] has historically
focused on marketing its products in North America, the Company has a small but
growing presence in international markets. The Company believes that there is
significant demand for its quality, precision products in overseas markets, and
intends to increase its international presence, particularly in Asia and Latin
America, via expanded distributor relationships and, potentially, joint venture
arrangements.

SECURITY OWNERSHIP

The Company is a wholly owned subsidiary of Valcor, a wholly owned
subsidiary of Valhi, Inc. Contran Corporation owns, directly and through
subsidiaries (Valhi Group, Inc.; National City Lines, Inc.; NOA, Inc.; Dixie
Rice Agricultural Corporation, Inc.; Dixie Holding Company and Southwest



Louisiana Land Company, Inc.), approximately 93% of the outstanding stock of
Valhi. Substantially all of Contran's outstanding voting stock is held by trusts
established for the benefit of the children and grandchildren of Harold C.
Simmons, of which Mr. Simmons is the sole trustee. Mr. Simmons, the Chairman of
the Board and Chief Executive Officer of each of the foregoing companies, may be
deemed to control each of such companies and the Company. See "Security
Ownership in the Company and its Affiliates."

RECENT DEVELOPMENTS

On December 12, 1997, the Company paid a $50 million dividend to Valcor in
the form of a demand note payable (the "Valcor Note"). The Note is unsecured
and bears interest at a fixed rate of 6% per annum.

Prior to the completion of the Offering, the Company plans to enter into a
new $100 million revolving bank credit facility (the "Revolving Senior Credit
Facility"™). The Revolving Senior Credit Facility is expected to be an unsecured
five-year revolving facility. Borrowings are expected to be available for the
Company's general corporate purposes, including potential acquisitions. There
can be no assurance that any such new Revolving Senior Credit Facility will be
obtained. Prior to completion of the Offering, the Company intends to utilize
borrowings under the Revolving Senior Credit Facility to fully repay the Valcor
Note. Such borrowings under the Revolving Senior Credit Facility are expected
to be repaid with a portion of the net proceeds of the Offering.

On February 3, 1998, the Company executed a definitive agreement concerning
the acquisition of the Fort Lock Group. The Fort Lock Group, a vertically
integrated manufacturer of highly engineered mechanical locks for a diverse
customer base of original equipment manufacturers and locksmith distributors, is
headquartered in River Grove, Illinois. The Fort Lock Group has over 40 years
experience supplying cam locks, switch locks and special purpose locks to a wide
variety of industries which include personal
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computing, automotive products, security devices, office furniture, lockers,
safes and coin operated devices. Fortronics designs, manufactures and
distributes electronic locking systems to customers throughout the United
States. Similar to CompX[trademark], the Fort Lock Group emphasizes customized
engineering capabilities that permit collaboration with customers to develop
innovative products designed to specifically address unique end product
application requirements. The Company believes that the acquisition of the Fort
Lock Group will enhance the Company's product offerings and provide synergies
through the combined technical resources of both Companies. For its most recent
fiscal year ended June 28, 1997, the Fort Lock Group reported net sales of

approximately $26.8 million and net income of approximately $2.4 million. See
historical consolidated combined financial statements of the Fort Lock Group
presented elsewhere in this Prospectus.

CompX|[trademark] will (i) acquire all of the outstanding stock of Fort Lock
Corporation for cash consideration of approximately $30 million, (ii) acquire
the net assets of Fortronics, Inc. for $.5 million and (iii) purchase Fort Lock
Corporation's manufacturing building owned by a shareholder of Fort Lock
Corporation for $2.5 million (collectively the "Fort Lock Acquisition"). The
aggregate purchase price is subject to possible reduction pending the completion
of a post closing audit. Funding of the Fort Lock Acquisition is expected to be
provided by available cash on hand, including net proceeds of the Offering
remaining after repayment of borrowings outstanding under the Revolving Senior
Credit Facility. The Company's obligation to consummate the Fort Lock
Acquisition is subject to the expiration of the applicable waiting periods under
the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended,
confirmation of the accuracy of certain representations, warranties and



covenants of the parties, the absence of certain material adverse developments,
receipt of required consents and certain other conditions. The Fort Lock
Acquisition is currently expected to be completed during the first quarter of
1998. There can be no assurance that the Fort Lock Acquisition will be
successfully completed or that completion of the transaction can be accomplished
on the terms set forth above.

THE OFFERING

Class A Common Stock offered 4,700,000 shares

Common Stock to be
outstanding after the
Offering: (a)

Class A Common Stock ...... 4,781,100 shares
Class B Common Stock ...... 10,000,000 shares
Total. . e it iieenenenn 14,781,100 shares

Use of Proceeds......c.cvvu.n. A portion of the net proceeds

of the Offering will be used to
repay borrowings expected to be
incurred under the Revolving
Senior Credit Facility. The
remainder will Dbe available to
consummate the Fort Lock
Acquisition and for the
Company's general purposes.

Voting Rights................. The Class A Common Stock and
Class B Common Stock vote as a
single class on all matters,
except as otherwise required by
law, with each share of Common
Stock entitling its holder to
one vote on all matters except

the election of directors where
each share of Class B Common
Stock entitles its holder to
ten votes. All of the shares
of Class B Common Stock are
owned by Valcor. Immediately
after completion of the
Offering, Valcor will
beneficially own shares of
Common Stock having
approximately 68% of the
combined voting power (95% for
director elections) of the
outstanding shares of Common
Stock (approximately 65%, and
95%, respectively, 1if the



Underwriters' over-allotment
option is exercised in full).

Economic Interest ........... The shares of Class B Common
Stock will represent
approximately 68% of the
economic interest in the
Company (approximately 65% if
the Underwriters' over-
allotment option is exercised
in full).

Proposed NYSE Symbol......... CIX

(a) Includes up to 81,100 shares of Class A Common Stock to be issued to
certain executives and directors upon completion of the Offering (the Management
Shares, as defined herein) and excludes approximately 1.4 million additional

shares reserved for issuance under the Incentive Plan (as defined herein). See
"Management - Incentive Compensation Plan."
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RISK FACTORS

See "Risk Factors" beginning on page 12 for a discussion of certain factors
that should be considered by prospective purchasers of the Class A Common Stock.

SUMMARY FINANCIAL INFORMATION

The summary historical financial data as of December 31, 1993 through 1997
and for each of the years in the five-year period ended December 31, 1997 have

been derived from audited Consolidated Financial Statements of the Company. The
following summary financial and other information should be read in conjunction
with "Capitalization," "Selected Financial Data," "Management's Discussion and

Analysis of Financial Condition and Results of Operations," the Historical
Consolidated Financial Statements and the Unaudited Pro Forma Condensed
Consolidated Financial Statements of the Company appearing elsewhere in this
Prospectus.

The Company's operations are comprised of a 52 or 53 week fiscal year. Each
of the years ended December 31, 1993 through 1997 consisted of a 52 week year.

Pro
Forma (b)
Years ended December 31,
1993 1994 1995 1996 1997 1997
($ in millions, except per share data)
INCOME STATEMENT DATA
Net sales $64.4 $70.0 $80.2 $88.7 $108.7 $137.9

Operating income 17.5 20.9 19.9 22.1 28.3 30.0



Income before income 17.5 20.7 19.9 22.1 27.7 29.5

taxes
Income taxes 8.0 8.8 7.8 9.1 11.0 12.2
Minority interest in - - -
losses
Net income 9.5 11.9 12.1 13.0 16.7 17.4

Net income per common

share
$ 1.18
OTHER DATA
Operating income margin 27% 30% 25% 25% 26% 22%
Cash flows from:
Operating activities $12.4 $ 9.7 $12.8 $10.4 $23.0
Investing activities (2.0) (3.1) (7.9) (2.0) (5.5)
Financing activities (4.0) (4.4) (6.3) (6.3) (5.9)
Total $ 5.2 $ 2.2 $(1.4) $ 2.1 $11.6
EBITDA (a) $19.2 $22.5 $22.1 $24.6 $ 31.2 $ 34.9
Depreciation and 1.6 1.7 2.2 2.5 2.8 4.9
amortization
Capital expenditures (c) 2.7 3.4 2.0 2.3 5.5
Dividends on common 4.4 4.6 6.0 6.2 6.1
shares (d)
December
31, 1997
Pro
Forma (b)
Actual
(In millions)
BALANCE SHEET DATA
Cash and other current assets $ 45.4 $ 49.3
Total assets 63.8 100.1
Current liabilities 64.4 18.0
Long-term debt, including 50.4 .8
current maturities
Stockholders' equity (deficit) (1.2) 79.8

(a) EBITDA as presented represents operating income plus depreciation and
amortization. EBITDA is presented because the Company believes it is a



widely accepted financial indicator of a company's ability to incur and
service debt, although the Company's calculation of EBITDA may differ from
and therefore not be comparable to other companies' presentation of EBITDA.
However, EBITDA should not be considered by an investor as an alternative
to (i) operating income or net income as an indicator of a
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company's operating performance or (ii) cash flows from operating
activities as a measure of a company's liquidity. Trends in EBITDA are
generally consistent with trends in the Company's operating income. Pro

forma EBITDA and depreciation and amortization for 1997 is presented to
assist investors in an analysis of the Fort Lock Acquisition.

(b) Gives pro forma effect to (i) the Fort Lock Acquisition, (ii) repayment of
the Valcor Note utilizing borrowings under the Revolving Senior Credit
Facility, (iii) issuance of the Management Shares and (iv) the Offering and
the application of the net proceeds therefrom. See "Pro Forma Condensed
Consolidated Financial Statements."

(c) Assuming the Fort Lock Acquisition occurred January 1, 1997, capital
expenditures on a pro forma basis are $6.8 million in 1997.

(d) The Company does not intend initially to declare and pay regular quarterly
cash dividends following completion of the Offering. See "Dividend
Policy." 1In addition, the Company's ability to pay future dividends is
expected to be restricted by certain covenants contained in the Revolving
Senior Credit Facility.
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RISK FACTORS

Before making an investment decision, prospective purchasers of the Class A
Common Stock offered hereby should consider carefully the following information,
together with the other information set forth in this Prospectus.

HIGHLY COMPETITIVE INDUSTRY. Each of the markets served by the Company is
highly competitive, with a number of competitors offering similar products. The
Company focuses its efforts on the middle- and high-end segment of the market,
where product design, quality and durability are the primary competitive
factors. Certain competitors have innovative proprietary products with strong
acceptance in the marketplace. Future development of product designs that
compete with the Company's proprietary products could give them a competitive
advantage over the Company. The Company also faces significant price competition
from its competitors and may encounter competition from new market entrants. In
addition, certain of the Company's customers have significantly greater
resources than the Company and there can be no assurance that these customers
will not explore vertical integration opportunities to manufacture components
that are currently purchased from the Company. There can be no assurance that
the Company will be able to compete successfully in its markets in the future.
See "Business--Competition."

RISK OF CUSTOMER CONSOLIDATION. The office furniture industry is very
competitive and this environment has recently led to certain consolidation
opportunities. Any such consolidation could result in the combination of one of
the Company's customers with a customer of a competitor of the Company. Such a
consolidation could result in changes in product purchasing or sourcing
decisions or price erosion due to purchasing economies of scale and could result
in the loss of all or a portion of current sales volumes to a customer, which
could have a material adverse effect on the Company's financial condition and
results of operations. There can be no assurance in such circumstances that any

such lost sales that might occur as a result of industry consolidation could be



replaced with sales to new customers.

ECONOMIC FACTORS AFFECTING THE COMPANY'S BUSINESS. The future growth, if
any, of the office furniture industry will be affected by a variety of
macroeconomic factors, such as service industry employment levels, corporate
cash flows and non-residential commercial construction, as well as industry
factors such as corporate reengineering and restructuring, technology demands,
ergonomic, health and safety concerns and corporate relocations. There can be no
assurance that current or future economic or industry trends will not materially
adversely affect the business of the Company. See "Business--Industry Overview."

RISKS ASSOCIATED WITH ACHIEVING AND MANAGING GROWTH. Historically the
Company's ability to provide value-added custom engineered products that address
requirements of technology and space utilization has been a key element of the
Company's success. The introduction of new products by the Company requires the
coordination of the design, manufacturing and marketing of such products with
office furniture OEMs. The ability to implement such coordination may be
affected by factors beyond the Company's control. While the Company will
continue to emphasize the introduction of innovative new products that target
customer-specific opportunities, there can be no assurance that any new products
introduced by the Company will achieve the same degree of success as that
achieved by the Company's existing products.

Introduction of new products typically requires the Company to increase
production volume on a timely basis while maintaining product quality.
Manufacturers often encounter difficulties in increasing production volumes,
including delays, quality control problems and shortages of qualified personnel.
As it attempts to introduce new products in the future, there can
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be no assurance that the Company will be able to increase production volume
without encountering these or other problems, which might, individually or in

the aggregate, have a material adverse effect on the Company's financial
condition or results of operations.

The Company also intends to pursue a growth strategy through acquisitions
and internal development. The Company's ability to successfully grow through
acquisitions will depend on many factors, including, among others, the Company's
ability to identify suitable growth opportunities and to successfully integrate
acquired businesses. There can be no assurance that the Company will anticipate
all of the changing demands that expanding operations will impose on its
management and management information systems. Any failure by the Company to
adapt its systems and procedures to those changing demands could have a material
adverse effect on the Company's results of operations and financial condition.

RELIANCE ON KEY PERSONNEL. The Company believes that the breadth of
industry experience of key management individuals is integral to the Company's
success in understanding and serving its customers' needs. The top seven
executive management personnel have over 100 years of combined industry
experience. The loss of one or more of these key personnel could, among other
things, have an adverse effect upon the ability of the Company to develop and
market new products and to maintain customer relationships.

RELIANCE ON PATENTS AND OTHER INTELLECTUAL PROPERTY. The Company owns a
number of United States and foreign patents, trademarks and service marks in
order to protect certain of its innovations and designs. In addition, the
Company is a licensee of certain technology and possesses certain unpatented
proprietary know-how and manufacturing techniques that are important to
maintaining consistent quality. There can be no assurance that any patents,
trademarks or service marks issued or licensed to the Company will not be
challenged, invalidated, canceled, narrowed or circumvented, or that the rights
granted thereunder will provide significant proprietary protection or
competitive advantages to the Company.

The Company continually focuses its efforts on product innovation and
design improvements that enhance existing products and stimulate development of
new products. The Company's approach to custom engineered solutions may subject



the Company to claims of patent infringement by competitors. There can be no
assurance that any future successful assertion of patent infringement claims
will not result in material legal, royalty or other costs to the Company.

RISK OF ENVIRONMENTAL LIABILITIES. The operations of the Company are
subject to extensive and changing federal, state, local and foreign
environmental laws and regulations, including those relating to the use,
storage, handling, generation, transportation, treatment, emission, discharge,
disposal and remediation of, and exposure to, hazardous and non-hazardous
substances, materials and wastes. The nature of the Company's operations
exposes the Company to the risk of liabilities, claims and pollution control
requirements for a wide variety of environmental matters, including on-site and
off-site releases and emissions of hazardous substances, materials and wastes.
There can be no assurance that environmental matters will not have a material
adverse effect on the Company's business, results of operations or financial
condition. See "Business - Environmental Matters."

EXCHANGE RATE FLUCTUATION. The Company has significant operations in
Canada. During 1997, about three-fourths of the Company's total net sales were
generated by its Canadian operations, of which about 60% are denominated in U.S.
dollars with the remainder denominated in various foreign currencies,
principally the Canadian dollar. Substantially all of the operating expenses
related to the Company's Canadian operations are incurred in Canadian dollars.
As a result, fluctuations in the value of the U.S. dollar relative to the
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Canadian dollar can impact the Company's reported operating results. There can
be no assurance that any future exchange rate fluctuations would not materially
adversely impact the Company's future operating results.

FLUCTUATIONS IN QUARTERLY OPERATING RESULTS. The Company's quarterly
operating results may fluctuate due to factors such as the timing of new product
announcements and introductions by the Company, its major customers or its
competitors, delays in new product introductions by the Company, market
acceptance of new or enhanced versions of the Company's products, changes in the
product or customer mix of sales, changes in the level of operating expenses,
competitive pricing pressures, the gain or loss of significant customers,
increased research and development and sales and marketing expenses associated
with new product introductions, and general economic conditions. All the above
factors are difficult for the Company to forecast, and these or other factors
can materially adversely affect the Company's business, financial condition and
results of operations for one quarter or a series of quarters.

CONTROL BY PRINCIPAL STOCKHOLDER; ANTI-TAKEOVER EFFECTS. The holders of
Common Stock are entitled to one vote per share on all matters except the
election of directors, on which the holders of Class B Common Stock are entitled
to ten votes per share. Holders of Class A Common Stock are generally entitled
to vote with holders of the Class B Common Stock as one class on all matters as
to which the stockholders of the Company are entitled to vote. Immediately after
consummation of the Offering, Valcor, an indirect subsidiary of Contran, will
own all the outstanding 10,000,000 shares of Class B Common Stock, which will
represent approximately 68% of the combined voting power (95% for the election
of directors) of the outstanding shares of Common Stock (approximately 65% and
95%, respectively, if the over-allotment option is exercised in full). Transfer
of the shares of Class B Common Stock owned by any member of the Contran
Corporation Control Group (as hereafter defined), except for transfers between
members of the Contran Corporation Control Group or transfers made in connection
with a Tax-Free Spin-0Off (as hereinafter defined) will result in the automatic
conversion of such shares of Class B Common Stock into shares of Class A Common
Stock. See "Description of Capital Stock -- Common Stock."

All of Valcor's common stock is owned by Valhi. Approximately 93% of
Valhi's common stock is beneficially owned, directly or indirectly, by Contran.



Substantially all of Contran's outstanding voting stock is held by trusts
established for the benefit of Mr. Harold Simmons' children and grandchildren.
As sole trustee of these trusts, Mr. Harold Simmons has the power to vote and
direct the disposition of the shares of Contran stock held by the trusts even
though Mr. Harold Simmons disclaims beneficial ownership thereof. As trustee
Mr. Harold Simmons has the power to elect the majority of the directors of
Contran and effectively control the Board of Directors of the Company and all
stockholders' decisions of the Company, and in general, determine (without the
consent of the Company's other stockholders) the outcome of any corporate
transaction or other matter submitted to the stockholders for approval,
including mergers, consolidations and the sale of all or substantially all of
the Company's assets. 1In addition, Mr. Harold Simmons has the power to prevent
or cause a change in control of the Company. See "Description of Capital
Stock," "Security Ownership in the Company and its Affiliates," and "Certain
Relationships and Related Transactions."

In addition, the Company's Certificate of Incorporation currently
authorizes the issuance of 1,000 shares of Preferred Stock. The Board of
Directors has the power to issue any or all of these additional shares without
stockholder approval, and such shares can be issued with such rights,
preferences and limitations as may be determined by the Board. The rights of
the holders of Class A Common Stock will be subject to, and may be adversely
affected by, the rights of any holders of Preferred Stock that may be issued in
the future. The Company presently has no commitments or contracts to issue
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any shares of Preferred Stock. Authorized and unissued Preferred Stock could
delay, discourage, hinder or preclude an unsolicited acquisition of the Company,
could make it less likely that stockholders receive a premium for their shares

as a result of any such attempt and could adversely affect the market price of
and the voting and other rights of the holders of outstanding shares of Common
Stock.

ABSENCE OF DIVIDENDS. The Company does not anticipate paying any cash
dividends on the Class A or Class B Common Stock in the foreseeable future. See
"Dividend Policy."

RESTRICTIONS IMPOSED BY TERMS OF THE COMPANY'S INDEBTEDNESS. It is
anticipated that the terms of the Revolving Senior Credit Facility will impose
operating and financial restrictions on the Company. As a result, the ability
of the Company to respond to changing business and economic conditions and to
secure additional financing, 1f needed, may be significantly restricted, and the
Company may be prevented from engaging in transactions that might further its

growth strategy or otherwise be considered beneficial to the Company. See
"Management's Discussion and Analysis of Financial Condition and Results of
Operations - Liquidity and Capital Resources."

EFFECT OF NO PRIOR PUBLIC TRADING MARKET. Prior to the Offering, there has
been no public trading market for the Class A Common Stock. The public offering
price for the Class A Common Stock will be determined by negotiations between
the Company and the Underwriters based upon several factors and will not
necessarily bear any relationship to the Company's assets, book value, results
of operations or net worth or any other generally accepted criteria of value,
and should not be considered as indicative of the actual value of the Company.
Therefore, the market price of the Class A Common Stock may fall below the
public offering price of the Class A Common Stock at any time following the
Offering. See "Underwriting."

In addition, although the Company intends to file a listing application for
inclusion of the Class A Common Stock for trading on the NYSE, there can be no
assurance that such application will be granted or that an active trading market
will develop. To the extent an active trading market does develop, factors such
as quarterly variations in the Company's financial results, public announcements
by the Company or others, general market conditions or certain regulatory
pronouncements may cause the market price of the Class A Common Stock to
fluctuate substantially.



EFFECT OF SALES OF SUBSTANTIAL AMOUNTS OF COMMON STOCK. Immediately after
consummation of the Offerings, Valcor will beneficially own all the outstanding
10,000,000 shares of Class B Common Stock, which will represent approximately
68% of the combined voting power (95% for election of directors) of the
outstanding shares of Common Stock (approximately 65% and 95%, respectively, 1if
the Underwriters' over-allotment option is exercised in full). Subject to
applicable law and the terms of the Class B Common Stock, Valcor could sell all
or some of the shares of Class B Common Stock owned by it from time to time for
any reason. The Company cannot predict the effect, if any, that future sales of
outstanding Common Stock or the availability of Common Stock for sale will have
on the market price of the Common Stock prevailing from time to time. Sales of
substantial amounts of Common Stock in the public market following the Offering,
or the perception that such sales could occur, could adversely affect prevailing
market prices of the Class A Common Stock.
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Each of the Company, Valcor, and executive officers and directors thereof
has agreed that, for a period of 180 days following the date of this Prospectus,
it will not issue or sell any shares of Class A Common Stock or securities
convertible into or exercisable for such stock, held by it now or in the future
without the prior written consent of the Underwriters. See "Shares Eligible for
Future Sale" and "Security Ownership in the Company and its Affiliates."

FORWARD-LOOKING STATEMENTS. This Prospectus includes forward-looking
statements (as such term is defined in the Private Securities Litigation Reform
Act of 1995 (the "Reform Act")). The "safe-harbor" protections of the Reform
Act are not available to initial public offerings, including this Offering.
These forward looking statements include, but are not limited to, statements
regarding, among other items, (i) the Company's anticipated growth strategies,
(ii) the Company's intention to introduce new products, (iii) anticipated trends
in the Company's businesses, including trends in the market for office furniture
and corporate concerns for worker health and safety, (iv) future expenditures
for capital projects and (v) the Company's ability to continue to control costs
and maintain quality. These forward-looking statements are based largely on the
Company's expectations and are subject to a number of risks and uncertainties,
certain of which are beyond the Company's control. Actual results could differ
materially from these forward-looking statements as a result of many factors,
including, but not limited to, the factors described in "Prospectus Summary,"
"Risk Factors" and "Business" including, among other things, (i) changes in the
competitive marketplace, including the introduction of new products or pricing
changes by the Company's competitors, and (ii) changes in market trends for

office furniture, including changes in service industry employment. Other
factors that materially affect actual results include, among others, the
following: general economic and business conditions; industry capacity; changes

in customer preferences; demographic changes; competition; changes in methods of

marketing and in technology; changes in political, social and economic
conditions; regulatory factors and various other factors beyond the Company's

control. The Company undertakes no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future
events or otherwise. In light of these risks and uncertainties, there can be no

assurance that the forward-looking information contained in this Prospectus will
in fact transpire.

POTENTIAL ACQUISITION. On February 3, 1998, the Company executed a
definitive agreement concerning the Fort Lock Acquisition. See "Recent
Developments™".



The consummation of the acquisition is subject to the expiration of the
applicable waiting periods under the Hart-Scott-Rodino Antitrust Improvements
Act of 1976, as amended, confirmation of the accuracy of certain
representations, warranties and covenants of the parties, the absence of certain
material adverse developments, receipt of required consents and certain other
conditions. While the Company believes that it will complete the Fort Lock
Acquisition during the first quarter of 1998, there can be no assurance that the
Fort Lock Acquisition will be successfully completed during the first quarter of
1998, if at all, or that completion of the transaction can be accomplished on
terms that are commercially advantageous or that the operations of the Fort Lock
Group can be successfully integrated into the Company's current businesses.

16

DILUTION INCURRED BY INVESTORS. The per share price to the public of the
Class A Common Stock is substantially higher than the net tangible book wvalue
per share of the Common Stock at December 31, 1997. Accordingly, at such date,
investors purchasing the Class A Common Stock offered hereby would have incurred
immediate, substantial dilution in the amount of $13.11 per share, assuming a
public offering price of $18.50 per share and after giving pro forma effect to
issuance of the Management Shares. Giving additional pro forma effect to the
Fort Lock Acquisition results in additional dilution to investors purchasing the
Class A Common Stock offered hereby of $1.47 per share.

17

USE OF PROCEEDS

The net proceeds to the Company from the Offering (based on an assumed
offering price of $18.50 per share) will be approximately $80.4 million. The
Company will utilize the net proceeds of the Offering to repay indebtedness and
to complete the Fort Lock Acquisition. Approximately $50 million of the net
proceeds will be used to fully repay borrowings outstanding under the Revolving
Senior Credit Facility, which prior to completion of the Offering will be
utilized to satisfy the Valcor Note. The Valcor Note was paid as a dividend to
Valcor, the Company's sole stockholder, in December 1997. The Valcor Note is an
unsecured $50 million demand note that bears interest at a fixed rate of 6% per
annum. The Revolving Senior Credit Facility is expected to be an unsecured five-
year revolving facility and is expected to bear interest at LIBOR plus 30 to
102.5 basis points, depending upon certain financial covenant ratios. Prior to
completion of the Offering, the Company intends to utilize borrowings under the
Revolving Senior Credit Facility to fully repay the Valcor Note.

The remaining net proceeds of the Offering, together with cash on hand and
any borrowing availability under the Revolving Senior Credit Facility, will be
available to consummate the Fort Lock Acquisition and for the Company's general
corporate purposes. See "Recent Developments". There can be no assurance the
Fort Lock Acquisition will be consummated. See "Risk Factors -- Ability to
Consummate the Fort Lock Acquisition".

DIVIDEND POLICY

As a subsidiary of Valcor, the Company has historically been managed with a
focus on generating cash flow to pay dividends to Valcor. After the Offering,
the Company intends to seek to maximize stockholder value through growth. As a
result, following the Offering, the Company does not intend initially to declare
and pay regular quarterly cash dividends but intends, instead, to utilize
available cash to fund additional acquisition and expansion opportunities.



Determinations to pay cash dividends in the future will be made at the
discretion of the Board of Directors, and any payment of dividends in the future
will depend upon the Company's results of operations, earnings, capital
requirements and contractual restrictions and upon other factors deemed relevant
by the Company's Board of Directors. The Company's ability to pay future
dividends 1is expected to be restricted by certain covenants contained in the
Revolving Senior Credit Facility. See "Use of Proceeds," "Management's
Discussion and Analysis of Financial Condition and Results of Operations --
Liquidity and Capital Resources," "Description of Capital Stock"™ and the
Historical Consolidated Financial Statements included in this Prospectus.

The Company paid dividends to Valcor aggregating $4.4 million in 1993, $4.6
million in 1994, $6.0 million in 1995, $6.2 million in 1996 and $6.1 million in
1997. In 1998 prior to completion of the Offering, the Company expects to pay
approximately $1.5 million of dividends to Valcor. In addition, on December 12,
1997, the Company paid a $50 million dividend to Valcor in the form of the
Valcor Note. The Company intends to use borrowings under the Revolving Senior
Credit Facility to repay the Valcor Note. A portion of the proceeds of the
Offering will be used to repay outstanding borrowings under the Revolving Senior
Credit Facility. See "Use of Proceeds."

18

CAPITALIZATION

The following table sets forth as of December 31, 1997 (i) the historical
consolidated capitalization of the Company and (ii) as adjusted to reflect (w)
repayment of the Valcor Note from borrowings under the Revolving Senior Credit
Facility, (x) issuance of the Management Shares, (y) the Offering with assumed
net proceeds to the Company of $80.4 million (assuming an initial offering price
of $18.50 per share) and the application of such net proceeds and (z) the Fort
Lock Acquisition. See "Use of Proceeds" and "Pro Forma Condensed Consolidated
Financial Statements."

As
adjusted
Actual

($ in millions,
except per share

amounts)
Long-term debt:
Revolving Senior Credit Facility (a) s - s -
Demand note payable to Valcor 50.0 -
Other .4 .8
Total long-term debt, including
current 50.4 .8
maturities
Less current maturities 50.1 .2
Total long-term debt .3 .6

Stockholders' equity (deficit):
Preferred stock, $.01 par value; 1,000
shares authorized, none issued - -
Class A Common Stock, $.01 par value;



20,000,000 shares authorized; 4,781,100

shares issued and outstanding (b) - .1
Class B Common Stock, $.01 par value;

10,000,000 shares authorized, issued

and outstanding .1 .1
Additional paid in capital 4.4 86.2
Retained earnings (deficit) (4.06) (5.5)
Currency translation adjustment (1.1) (1.1)

Total stockholders' equity (deficit (1.2) 79.8
Total capitalization S (.9) $80.4

(a) Prior to the Offering, the Company expects to enter into a new $100 million

Revolving Senior Credit Facility. See "Recent Developments." As adjusted,
the Company would have $100 million of borrowing availability under this
facility.

(b)Excludes approximately 1.4 million shares reserved for issuance under the
Incentive Plan (as defined herein), including shares of Class A Common
Stock subject to stock options which may be granted to the Company's
management concurrent with the Offering at the initial public offering
price of the Class A Common Stock. See "Management -- Incentive
Compensation Plan."
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DILUTION

Dilution is the amount by which the initial public offering price per share
paid by the purchasers of shares of Class A Common Stock in the Offering exceeds
the net tangible book value per share of Common Stock after the Offering. The
net tangible book value per share of Common Stock is determined by subtracting
the book value of total liabilities and intangible assets (consisting of
deferred costs) of the Company from the total book value of the total assets of
the Company and dividing the difference by the number of shares of Common Stock
outstanding on the date as of which such book value is determined.

The adjusted net tangible book value of the Company at December 31, 1997
was a deficit of approximately $1.2 million, or $(.12) per share of Common
Stock. After giving effect to (y) the sale of shares of Class A Common Stock by

the Company in the Offering at an assumed offering price of $18.50 per share and
the application of the estimated net proceeds therefrom and (z) issuance of the
Management Shares, the net tangible book value of the Company as of December 31,
1997 would have been $79.7 million, or $5.39 per share. This represents an
immediate increase in net adjusted tangible book value of $5.51 per share to the
holder of Class B Common Stock and an immediate dilution in net tangible book
value of $13.11 per share to purchasers of Class A Common Stock in the Offering,
as illustrated in the following table:

Assumed public offering price per share ...... $18.50
Adjusted net tangible book value per share at
December 31, 1997 L., S(.12)

Increase per share attributable to new investors 5.51



Pro forma net tangible book value per share............ 5.39

Net tangible book value dilution per share to new investors $13.11

If the over-allotment option is exercised in full, the pro forma net
tangible book value per share of Class A Common Stock after giving effect to the
transaction described above would be $5.93 per share, the increase in the net
tangible book value per share would be $6.05 and the dilution to persons who
purchase shares of Class A Common Stock in the Offering would be $12.57 per
share (at an assumed offering price of $18.50 per share).

In addition, after giving pro forma effect to the Fort Lock Acquisition, the
net tangible book value per share of Class A common stock, the increase in the
net tangible book value per share as a result of this Offering to holders of

Class B Common Stock and the dilution per share to purchasers of Class A Common
Stock in the Offering would be $3.92, $4.04 and $14.58, respectively ($4.53,
$4.65 and $13.97, respectively, if the over-allotment option is exercised in
full).
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COMPX INTERNATIONAL INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

The accompanying unaudited pro forma condensed consolidated financial
statements set forth the Company's pro forma condensed consolidated balance
sheet as of December 31, 1997, and the pro forma condensed consolidated
statement of income for the year ended December 31, 1997. These pro forma
financial statements are presented to illustrate the effect of certain
adjustments to the Company's Historical Consolidated Financial Statements
included in this Prospectus and reflect (i) repayment of a $50 million demand
note payable to Valcor utilizing borrowings under the Revolving Senior Credit
Facility, (ii) the Offering and repayment of the Revolving Senior Credit
Facility (iii) dissuance of the Management Shares and (iv) the Fort Lock
Acquisition, as if such transactions had occurred on December 31, 1997 for
purposes of the unaudited pro forma condensed consolidated balance sheet and on
January 1, 1997 for purposes of the unaudited pro forma condensed consolidated
income statements. The Fort Lock Acquisition will be accounted for by the
purchase method of accounting and consolidated in the Company's historical
financial statements effective the date of consummation.

The accompanying unaudited pro forma condensed consolidated financial
statements should be read in conjunction with the Company's and The Fort Lock
Group's historical consolidated financial statements and notes thereto included
elsewhere in the Prospectus. The pro forma condensed consolidated financial
statements are presented for information purposes only and do not purport to be
indicative of actual results had the transactions reflected therein occurred at
the dates indicated, nor do they purport to represent results of future
operations of the Company.
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COMPX INTERNATIONAL INC.

PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET



December 31, 1997
(Unaudited)
(In millions)

Pro forma
adjustments
Senior Credit
Facility,

Historical Stock Offering and
Management Shares

Fort Lock
ASSETS Group Note
CompX Adjustments
1
Current assets:
Cash and cash equivalents $19.2 S 1 (a) $ 30.4
Accounts receivable 14.6 2.3 -
Inventories 11.1 4.0 -
Deferred income taxes 4 .2 -
Other current assets 1 .1 -
Total current assets 45.4 6.7 30.4
Goodwill - - -
Other assets .2 .2 -
Property and equipment, net 18.2 5.4 -
$63.8 $12.3 $ 30.4
LIABILITIES AND STOCKHOLDERS'
EQUITY
Current liabilities:
Demand note payable to $50.0 S - (b) $(50.0)
Valcor
Notes payable and current
maturities of long-term .1 1.5 -
debt
Accounts payable and
accrued 11.7 4.1 (c) (.6)

liabilities



Income taxes 2.6 - -

64.4 5.6 (50.06)
Noncurrent liabilities:
Long-term debt .3 1.4 (b) 50.0
(a) (50.0)
Deferred income taxes .1 .2
Other .2 - -
6 1.6 -
Minority interest - .2 -
Stockholders' equity (1.2) 4.9 (a) 80.4
(deficit)
$63.8 $12.3 $ 30.4

Pro forma adjustment -
Fort Lock Acquisition

ASSETS Note 1 Pro forma
Adjustments

Current assets:

Cash and cash equivalents (d) S (30.7)
(e) (2.5) $ 16.5
Accounts receivable - 16.9
Inventories - 15.1
Deferred income taxes - .6
Other current assets - .2
Total current assets (33.2) 49.3
Goodwill (f) 21.8 21.8
Other assets - .4

Property and equipment, net (e) 2.5
(f) 2.5 28.6

$ (6.4) $100.1



LIABILITIES AND STOCKHOLDERS'
EQUITY

Current liabilities:

Demand note payable to Valcor S - s -
Notes payable and current
maturities of long-term debt (f) (1.4) .2
Accounts payable and accrued
liabilities - 15.2
Income taxes - 2.6
(1.4) 18.0
Noncurrent liabilities:
Long-term debt
(£) (1.1) .6
Deferred income taxes (f) 1.0 1.3
Other - .2
(.1) 2.1
Minority interest - .2
Stockholders' equity (deficit)
(f) (4.9) 79.8
S (6.4) $100.1
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COMPX INTERNATIONAL INC.
NOTES TO PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
(Unaudited)
Note 1 - Pro forma adjustments:

Pro forma adjustments described below reflect (i) repayment of a $50 million
demand note payable to Valcor utilizing borrowings under the Revolving Senior
Credit
Facility, (ii) the Offering and repayment of the Revolving Senior Credit

Facility,
(iii) issuance of the Management Shares and (iv) the Fort Lock Acquisition,
as if



such transactions had occurred on December 31, 1997. These transactions
more
fully described elsewhere in this Prospectus.

Senior Credit Facility and Stock Offering:

Amount
(In
(a) Proceeds of the Offering:
millions)
Issuance of 4,700,000 Class A Common Stock
at an assumed Offering price of $18.50 per share $ 87.0
Less underwriting discount (6.1)
Less estimated expenses of the Offering (.5)
80.4
Repayment of borrowings under the Revolving
Senior Credit Facility (50.0)
Net cash $ 30.4
(b) Repayment of the demand note payable to Valcor from borrowings

pursuant to the Revolving Senior Credit Facility.

Issuance of the Management Shares:

(c) Issuance of 81,100 shares of Class A Common Stock to certain
officers of the Company at an aggregate value of $1.5 million
(based on assumed Offering price of $18.50 per share), less a $.6
million current tax benefit at an effective federal and state tax

rate of 39%.
The Fort Lock Acquisition:

(d) The Company (i) acquires 100% of the outstanding stock of
Fort Lock Corporation for $30 million cash and acquires the
net assets of Fortronics, Inc., an affiliate of Fort Lock
Corporation by common ownership, for $.5 million cash
(collectively the "Fort Lock Group") and (ii) incurs
$200,000 in acquisition related costs.
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(e) The Company purchases Fort Lock Corporation's manufacturing
building owned by a shareholder of Fort Lock Corporation
for $2.5 million cash. The acquisition of the Fort Lock
Group and the purchase of such building is referred to as
the "Fort Lock Acquisition".

Allocate Fort Lock Group purchase price as follows.

are
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Purchase price to be allocated:
Cash paid to acquire Fort Lock Group
Transaction costs

Historical Fort Lock Group common equity

Purchase price allocation:
Adjust the carrying value of the acquired
property,
plant and equipment to estimated fair
value
Deferred income tax consequences of the
above
adjustment, at effective federal and state
tax
rate of 39%
Elimination of indebtedness not assumed
Goodwill

Amount

(In
millions)
$30.5

.2

30.7

$25.8

$25.8

Approximately $2.5 million of Fort Lock Group bank

indebtedness and Fort Lock Group loans from its

shareholders will be repaid by the sellers out of the
purchase price and will not become obligations of

CompX[trademark].

COMPX INTERNATIONAL INC.

UNAUDITED PRO FORMA CONDENSED
CONSOLIDATED STATEMENT OF INCOME

Year Ended December 31,

1997

(In millions, except per share amounts)

Pro Forma
Adjustments



Total revenues

Costs and expenses:
Cost of goods sold

Selling, general and
administrative

Interest

Income before income
taxes

Provision for income taxes

Minority interest in net loss

Net income

Basic and diluted net income
per common
share

Weighted average common shares

outstanding

Other data:

Operating income
EBITDA
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Historical

CompX

$109.5

70.6

11.0

81.8

27.7

11.0

$ 16.7

$ 28.3
31.2

Fort Lock
Group

$29.2

20.0

24.9

COMPX INTERNATIONAL INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED

Note 1

Amount

Pro Forma
Consolida

ted

$138.7

90.9

18.2

109.2

29.5

12.2

$ 1.18

14.8

$ 30.0
34.9



CONSOLIDATED STATEMENT OF INCOME
Year Ended December 31, 1997

Note 1 - Basis of presentation:

The Unaudited Pro Forma Condensed Consolidated Statement of Income for the
year ended December 31, 1997 has been prepared to reflect (i) repayment of a $50
million demand note payable to Valcor utilizing borrowings under the Revolving
Senior Credit Facility, (ii) the Offering and repayment of the Revolving Senior
Credit Facility, (iii) issuance of the Management Shares and (iv) the Fort Lock
Acquisition, as if such transactions had occurred on January 1, 1997. These
transactions are more fully described elsewhere in this Prospectus.

Amounts reflected for the year-ended December 31, 1997 for the Fort Lock
Group are derived from the amounts reflected in the fiscal year end audited
financial statements of Fort Lock Group for the fiscal year ended June 28, 1997
and the unaudited financial statements for the 26 week periods ended December
1996 and 1997 presented elsewhere in this Prospectus.

Adjustments relating to the Fort Lock Acquisition:

(a) Increase in depreciation expense resulting from amortization of
purchase accounting basis differences over average remaining life
of 10 years.

(b) Amortization of goodwill related to the acquisition of Fort Lock
Group by the straight-line method over 20 years.

(c) Eliminate interest expense associated with Fort Lock Group bank
indebtedness not assumed by the Company.

(d) Income tax expense of pro forma adjustment (a) and (c), at assumed
federal and state tax rate of 39%.

Adjustments relating to repayment of the $50 million note payable to
Valcor:

(e) Eliminate interest expense associated with the Valcor Note.

(f) Income tax expense of pro forma adjustment (e) at assumed federal and
state tax rate of 39%.

Adjustments relating to the issuance of the Management Shares:

(g) Issuance of shares of Class A Common Stock to certain officers of the
Company at an aggregate value of $1.5 million.

(h) Income tax benefit of pro forma adjustment (g) at assumed federal and
state tax rate of 39%.
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The historical statement of income for Fort Lock Group includes rental

expense pursuant to a lease of the manufacturing building currently owned by a
shareholder of Fort Lock Corporation. No pro forma adjustment is required to
reflect the Company's purchase of such building as depreciation expense with
respect to the building would approximate the historical lease expense. No pro
forma adjustment is required to reflect interest expense under the Revolving
Senior Credit Facility because borrowings under such facility will be repaid
using a portion of the net proceeds from the Offering.

The shares used in the calculation of pro forma basic and diluted earnings
per share assumes an Offering price to the public of $18.50 per share and is
based upon (i) 10,000,000 shares of the Company's Class B Common Stock
outstanding, (ii) 4,700,000 shares of Class A Common Stock to be issued in the
Offering, the net proceeds of which, along with available cash on hand, are
sufficient to fund repayment of the Revolving Senior Credit Facility and to



consummate the Fort Lock Group Acquisition, and (iii) issuance of 81,100 shares
of Class A Common Stock (the maximum number of Management Shares which will be
awarded) .

Note 2 - Other data:

EBITDA as presented represents operating income plus depreciation and
amortization. EBITDA is presented because the Company believes it is a widely
accepted financial indicator of a company's ability to incur and service debt,
although the Company's calculation of EBITDA may differ from and therefore not
be comparable to other companies' presentation of EBITDA. EBITDA should not be
considered by an investor as an alternative to (i) operating income or net
income as an indicator of a company's operating performance or (ii) cash flows
from operating activities as a measure of a company's liquidity. Trends in
EBITDA are generally consistent with trends in the Company's operating income.
Pro forma EBITDA and depreciation and amortization for 1997 are presented to
assist investors in an analysis of the Fort Lock Acquisition.
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SELECTED FINANCIAL DATA

The historical selected financial data as of December 31, 1993 through 1997,
and for each of the years in the five-year period ended December 31, 1997, have

been derived from audited Consolidated Financial Statements of the Company. The
following selected financial and other data should be read in conjunction with
"Capitalization," "Management's Discussion and Analysis of Financial Condition

and Results of Operations," the Historical Consolidated Financial Statements of
the Company included in this Prospectus.

The Company's operations are comprised of a 52 or 53 week fiscal year. Each
of the years ended December 31, 1993 through 1997 consisted of a 52 week year.

Pro Forma
Years ended December

31,
1993 1994 1995 1996 1997 1997 (b)
($ in millions, except per share data)

INCOME STATEMENT DATA

Net sales $64.4 $70.0 $80.2 $88.7 $108.7 $137.9
Operating income 17.5 20.9 19.9 22.1 28.3 30.0
Income before income taxes 17.5 20.7 19.9 22.1 27.7 29.5
Income taxes 8.0 8.8
Minority interest in losses

Net income 9.5 11.9 12.1 13.1 16.7 17.4

Net income per common share $1.18



OTHER DATA

Operating income margin 27% 30% 25% 25% 26% 22%
Cash flows from:
Operating activities $12.4 $ 9.7 $12.8 $10.4 $ 23.0
Investing activities (2.6) (3.1) (7.9) (2.0) (5.5)
Financing activities (4.6) (4.4) (6.3) (6.3) (5.9
Total $ 5.2 S 2.2 $(1.4) $ 2.1 S 11.6
EBITDA (a) $19.2 $22.5 $22.1 $24.6 $ 31.2 $34.9
Depreciation and amortization 1.6 1.7 2.2 2.5 2.8 4.9
Capital expenditures (c) 2.7 3.4 2.0 2.3 5.5
Dividends on Common Stock (d) 4.4 4.6 6.0 6.2 6.1
BALANCE SHEET DATA
(AT PERIOD END)
Cash and other current assets $20.6 $25.9 $27.7 $32.2 $ 45.4 S 49.
Total assets 31.3 37.8 44 .4 48.5 63.8 100.
Current liabilities 9.5 8.9 9.6 8.1 64 .4 18.
Long-term debt, including .2 1 1 2 50.4
current maturities
Stockholders' equity (deficit) 19.4 26.2 32.6 39.2 (1.2) 79.
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(b)

(c)
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EBITDA as presented represents operating income plus depreciation and
amortization. EBITDA 1is presented because the Company believes it is a
widely accepted financial indicator of a company's ability to incur and
service debt, although the Company's calculation of EBITDA may differ from
and therefore not be comparable to other companies' presentation of EBITDA.
EBITDA should not be considered by an investor as an alternative to (i)
operating income or net income as an indicator of a company's operating
performance or (ii) cash flows from operating activities as a measure of a
company's liquidity. Trends in EBITDA are generally consistent with trends
in the Company's operating income. Pro forma

EBITDA and depreciation and amortization for 1997 are presented to assist
investors in an analysis of the Fort Lock Acquisition.

the Valcor Note utilizing borrowings under the Revolving Senior Credit
Facility, (iii) issuance of the Management Shares and (iv) the Offering and
the application of the net proceeds therefrom. See "Pro Forma Condensed
Consolidated Financial Statements."

Assuming the Fort Lock Acquisition occurred January 1, 1997, capital
expenditures on a pro forma basis are $6.8 million in 1997.

The Company does not intend initially to declare and pay regular quarterly
cash dividends following completion of the Offering. See "Dividend
Policy". In addition, the Company's ability to pay future dividends is
expected to be restricted by certain covenants contained in the Revolving
Senior Credit Facility.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the

Historical Consolidated Financial Statements of the Company and the notes
thereto appearing elsewhere in this Prospectus. Certain statements in the
following discussion are forward-looking statements or discussion of trends
which by their nature involve substantial risks and uncertainties that could
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significantly affect expected results. Actual future results and trends may
differ materially from those described below depending on a variety of factors,
including those detailed under the caption "Risk Factors" and elsewhere in this
Prospectus.

OVERVIEW

The Company sells ergonomic computer support systems and precision ball
bearing drawer slides which are manufactured in two facilities located in
Kitchener, Ontario and medium-security mechanical locks which are manufactured
in a facility in Mauldin, South Carolina. The Company is a wholly-owned
subsidiary of Valcor, a wholly-owned subsidiary of Valhi. In 1993, Valhi formed
National Cabinet Lock, Inc. and contributed the assets of its Cabinet Lock
Division and the stock of Waterloo Furniture Components Limited. In 1996,
National Cabinet Lock, Inc. changed its name to CompX International Inc.

Approximately 75% of the Company's products are sold to the office
furniture manufacturing industry while the remainder (principally mechanical
locks) is sold for use in other products, such as vending equipment, postal
boxes, electromechanical enclosures and other furniture and equipment. According
to BIFMA, the dollar value of U.S. office furniture industry shipments has grown
in 23 of the past 25 years and is currently estimated to have grown at a
compound annual rate of approximately 8.4% over the four year period ended
December 31, 1997. Over the same period the Company's total net sales increased

at a compound annual rate of approximately 14%, and net sales in 1997 were 22%
higher compared to 1996. Management believes that the market for the Company's
ergonomic computer support systems is experiencing substantially higher rates of
growth than the office furniture industry as a whole. In 1997, ergonomic
computer support systems represented 34% of total net sales compared to 26% in
1994.

The Company does not expect net sales from its existing medium-security
cabinet lock business to achieve growth rates comparable to its ergonomic
computer support systems and precision ball bearing drawer slides. The Company
intends to pursue potential acquisition opportunities to provide future growth
in its medium-security cabinet lock business. On February 3, 1998, the Company
executed a definitive agreement concerning the Fort Lock Acquisition. See
"Recent Developments".

The Company's products are sold primarily to OEMs in the United States and
Canada. The ten largest customers accounted for approximately one-third of
sales during each of the past three years with at least five of such customers
in each year located in the United States.

In August 1995, the Company acquired the assets of a Canadian competitor.
The acquired operations contributed approximately $3 million in sales in 1995,
$6 million in 1996 and $6 million in 1997. Through the elimination of
unprofitable product lines and the integration of manufacturing operations, the
operating contribution from these operations improved from a slight loss in 1995
to operating margins in 1997 consistent with the Company's existing ergonomic
computer support systems and precision ball bearing drawer
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slide products, contributing to the majority of the improvement in operating
margins 1997 compared to 1996.

A portion of the Company's sales are made pursuant to a government
contract. In the first quarter of 1995, the Company completed shipments of
medium-security locks pursuant to a 1992 government contract. This contract was



not renewed until the end of 1996 due to excess supply and contributed to a $.9
million decline in sales of medium-security cabinet locks in 1996 compared to
1995. The Company signed a new $650,000 contract for medium-security locks with
the same government agency in December 1996, under which all shipments were made
in 1997.

The Company's profitability depends on its ability to utilize its
production capacity effectively, which is affected by, among other things, the
demand for its products, and its ability to control its manufacturing costs,
primarily comprised of raw materials such as zinc, copper, coiled steel and
plastic resins and of labor costs. Raw material costs represent approximately
45% of the Company's total cost of sales. Beginning in August 1997, steel prices
have increased approximately 4% per pound, resulting in an overall increase in
raw material cost of approximately 2% in 1997 compared to 1996. The Company
occasionally enters into raw material arrangements to mitigate the short-term
impact of future increases in raw material costs. While these arrangements do
not commit the Company to a minimum volume of purchases, they generally provide
for stated unit prices based upon achievement of specified volume purchase
levels. This allows the Company to stabilize raw material purchase prices
provided the specified minimum monthly purchase quantities are met. The Company
currently anticipates entering into such arrangements for zinc, coiled steel and
plastic resins for 1998 and does not anticipate significant changes in the cost
of these materials from their current levels. Materials purchased on the spot

market are sometimes subject to unanticipated and sudden price increases. Due to
the competitive nature of the markets served by the Company's products, it is
often difficult to recover such increases in raw material costs through
increased product selling prices and consequently overall operating margins can
be affected by such raw material cost pressures.

Labor costs represent approximately 14% of the Company's total cost of
sales. The Company's U.S. employees are not represented by bargaining units and
wage 1increases historically have been in line with overall inflation indices.
Approximately two-thirds of the Company's Canadian employees are covered by a
three year collective bargaining agreement that expires in January 2000 and
provides for annual wage increases of 2 - 3%. Wage increases for these employees
historically have been in line with overall inflation indices.

Selling, general and administrative costs have been consistent as a
percentage of net sales and consist primarily of salaries, commissions and
advertising directly related to product sales.

The Company obtains certain management, financial and administrative
services on a fee basis from Valhi pursuant to an Intercorporate Services
Agreement. The Company believes such arrangements have been cost beneficial
compared to the cost of dedicated staff or consulting arrangements to otherwise
provide such services. Fees pursuant to these agreements were $284,000 in 1995,
$300,000 in 1996, and $260,000 in 1997. The Company intends to continue to
receive similar services from Valhi on a fee basis following the Offering.
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Certain employees of the Company have been granted options to purchase Valhi
common stock under the terms of Valhi's stock option plans. The Company pays
Valhi the aggregate difference between the option price and the market value of
Valhi's common stock on the exercise date of such options. For financial
reporting purposes, the Company accounts for the related expense (credit) of
$(12,000) in 1995, $9,000 in 1996 and $472,000 for 1997 in a manner similar to
accounting for stock appreciation rights. To the extent employees of the Company
continue to have options outstanding to purchase Valhi shares, future changes in
the market price of Valhi shares will result in additional expense or credits to
the Company's operating results. At December 31, 1997, employees of the Company
held options to purchase 204,000 Valhi shares at prices ranging from $4.76 to
$14.66 per share (185,000 shares at prices lower than the December 31, 1997



quoted market price of $9.44 per share).

Upon completion of the Offering, five of the Company's officers and
directors will be awarded 81,100 shares of Class A Common Stock under the
Incentive Plan (as defined herein) for their services 1in connection with the
Offering, with an option to receive one-half of the value of such shares in cash
to satisfy individual income taxes related thereto. The number of Class A
shares to be awarded is based upon the Price to Public. The Company will value
the Class A shares awarded at the Price to Public, and the aggregate value of
the Class A shares awarded will be approximately $1.5 million. The Company will
recognize a charge, at the time of the completion of the Offering, equal to the
aggregate value of the Class A shares awarded and cash payments made.

About three-fourths of the Company's net sales are generated by its Canadian
operations. About 60% of these Canadian-produced sales are denominated in U.S.
dollars while substantially all of the related costs are incurred in Canadian

dollars. Consequently, relative changes in the U.S. dollar/Canadian dollar
exchange rate affect operating results. Since U.S. dollar/Canadian dollar
exchange rates have not fluctuated significantly since 1993, the impact on
operating income of fluctuations in the value of the U.S. dollar relative to the
Canadian dollar since 1993 has not been material.

The Company is included in the consolidated U.S. federal income tax return
of Contran, and a tax sharing agreement provides for allocation of tax
liabilities and benefits to the Company, in general, as though it filed a
separate U.S. federal income tax return. The principal reasons for the
difference between the U.S. federal statutory income tax rate and the Company's
effective income tax rates are explained in Note 8 to the Company's Historical
Consolidated Financial Statements included in this Prospectus. Upon completion
of the Offering, the Company will no longer be included in the consolidated U.S.
federal income tax return of Contran.
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RESULTS OF OPERATIONS

The table set forth below summarizes the Company's operating expenses as a
percentage of net sales:

Years ended December

31,
1995 1996 1997
Net sales 100% 100% 100%
Cost of sales 65 65 65
Gross profit 35 35 35
Selling, general and administrative 10 10 9

Operating income 25 25 26



Year ended December 31, 1997 compared to year ended December 31, 1996

Net Sales. Net sales increased $20.0 million, or 22%, to $108.7 million for
the year ended December 31, 1997 from $88.7 million for the year ended December
31, 1996. The increase was primarily due to increased volume in ergonomic
computer support systems, precision ball bearing drawer slides and medium-
security cabinet locks. Combined net sales from the Company's ergonomic computer
support systems and precision ball bearing drawer slide products increased $15.8
million, or 25%, based on higher unit volumes and relatively stable prices.
Medium-security cabinet lock sales increased $3.6 million, or 15% based
primarily on higher unit volumes and to a lesser degree on certain price
increases instituted at the beginning of 1997.

Operating income. Operating income increased $6.2 million, or 28%, to $28.3
million for the year ended December 31, 1997 from $22.1 million for the year
ended December 31, 1996, due primarily to increases in sales volumes. Operating
income margin improvement in the 1997 was primarily influenced by the
elimination of certain unprofitable or low-margin product lines acquired in 1995
and increased sales of higher margin ergonomic computer support systems and
precision ball bearing drawer slides. These improvements were partially offset
by higher raw material prices, primarily steel. Beginning in August 1997 steel
prices have increased approximately 4% per pound, resulting in an overall
increase in raw material cost of approximately 2% in 1997 compared to 1996.

On February 3, 1998, the Company signed a definitive agreement concerning
the Fort Lock Acquisition. On a pro forma basis, assuming the Fort Lock
Acquisition had occurred on January 1, 1997, the Company's net sales in 1997
would have been $137.9 million and operating income in 1997 would have been
$30.0 million. See "Recent Developments" and Pro Forma Condensed Consolidated
Financial Statements presented elsewhere in this Prospectus.

Year ended December 31, 1996 compared to year ended December 31, 1995

Net sales. Net sales increased $8.5 million, or 11%, to $88.7 million for
the year ended December 31, 1996 from $80.2 million for the year ended December
31, 1995. The increase was primarily due to increased volumes in
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ergonomic computer support systems and precision ball bearing drawer slides.
Combined net sales from the Company's ergonomic computer support systems and
precision ball bearing drawer slide products increased $8.8 million, or 16%,
based on higher unit volumes and relatively stable prices. Medium-security
cabinet lock sales decreased $.9 million, or 4%, as an increase 1in sales of the
Company's proprietary KeSet (R) locks was more than offset by lower sales volumes
from the government contract that was completed in early 1995.

Operating income. Operating income increased $2.2 million, or 11%, to $22.1
million for the year ended December 31, 1996 from $19.9 million for the year
ended December 31, 1995, due primarily to increases in sales volumes in
ergonomic computer support systems and precision ball bearing drawer slides.
Operating income margins for the Company's cabinet lock sales improved slightly
in 1996 primarily due to cost savings and efficiencies from the consolidation of
certain Canadian lock operations acquired in 1992. The improvement in operating



income margins for cabinet locks was offset by slight declines in operating
income margins of ergonomic computer support systems and precision ball bearing
drawer slides due in part to the adverse effect of certain unprofitable or low-
margin product lines acquired in August 1995.

Year 2000 Issue

As a result of certain computer programs being written using two digits
rather than four to define the applicable year, certain computer programs that
have date sensitive software may recognize a date using "00" as the year 1900
rather than the year 2000 (the "Year 2000 Issue"). This could result in a
system failure or miscalculations causing disruptions of operations, including,
among other things, a temporary inability to process transactions, send invoices
or engage in normal business activities.

The Company's recently installed information systems upgrades for both its
U.S. and Canadian facilities contained, among many other features, software
compatibility with the Year 2000 Issue. The Company does not currently
anticipate spending significant additional funds to address software
compatibility with the Year 2000 Issue with respect to its own internal systems.

The Company intends to initiate formal communications with its significant
suppliers and large customers to determine the extent to which the Company may
be vulnerable to those third parties' failure to eliminate their own Year 2000
Issue. There can be no assurance that the systems of other companies on which

the Company's systems rely will be timely converted, or that a failure to
convert by another company, or a conversion that is incompatible with the
Company's systems, would not have a material adverse effect on the Company.
Because the Company has not completed the evaluation of its Year 2000 Issue with
respect to such third parties, it is not able to quantify the costs that the
Company may incur with respect to the Year 2000 Issue of such third parties.

Impact of accounting standards not yet adopted

See Note 2 to the Company's Consolidated Financial Statements.
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LIQUIDITY AND CAPITAL RESOURCES

Consolidated cash flows

Operating activities. Trends in cash flows from operating activities,
excluding changes in assets and liabilities, for 1995, 1996 and 1997, are
generally similar to the trends in the Company's earnings. Cash flow provided
by operating activities totaled $12.8 million, $10.5 million and $23.0 million
for the years ended December 31, 1995, 1996 and 1997, respectively, compared to
net income of $12.1 million, $13.0 million, and $16.7 million, respectively.
Depreciation and amortization increased in 1996 in part due to higher
depreciation associated with the August 1995 business acquisition discussed
above and increased in 1997 due to higher levels of capital expenditures
discussed below.



Changes in assets and liabilities result primarily from the timing of
production, sales and purchases. Such changes in assets and liabilities
generally tend to even out over time and result in trends in cash flows from
operating activities generally reflecting earnings trends.

Investing activities. Net cash used by investing activities totaled $8.0
million, $2.0 million and $5.5 million for the years ended December 31, 1995,
1996 and 1997, respectively. Capital expenditures in the past three years
emphasized manufacturing equipment which utilizes new technologies and increases
automation of the manufacturing process to provide for increased productivity
and efficiency. The increase in capital expenditures in 1997 relates primarily
to the additions of a third plating line and office building additions at the
Company's Kitchener facility. Net cash used by investing activities in 1995
includes $6.0 million related to the business acquisition discussed above.

Capital expenditures for 1998 are estimated at approximately $7 million,
(approximately $9 million assuming the Fort Lock Acquisition is completed) the
majority of which relate to projects that emphasize improved production
efficiency and increase production capacity. Firm purchase commitments for
capital projects not commenced at December 31, 1997 were not material.

Financing activities. Net cash used by financing activities totaled $6.3
million, $6.3 million and $5.9 million for the years ended December 31, 1995,
1996 and 1997, respectively. The Company paid dividends to its parent company
aggregating $6.0 million in 1995, $6.2 million in 1996 and $6.1 million in 1997.

Other

At December 31, 1997, approximately 70% of the Company's consolidated cash
and equivalents were invested in Al or Pl - grade commercial paper issued by
various third parties having a maturity of three months or less.

On December 12, 1997, the Company paid a $50 million dividend to Valcor in
the form of the Valcor Note. The Valcor Note is unsecured and bears interest at
a fixed rate of 6%.

The Company plans to enter into a new $100 million Revolving Senior Credit
Facility and use the proceeds to repay the Valcor Note. The Revolving Senior
Credit Facility is expected to be an unsecured five-year revolving facility.
Borrowings are expected to be available for the Company's general corporate
purposes, including potential acquisitions. The Revolving Senior Credit
Facility is expected to contain provisions which, among other things, would
require the maintenance of minimum levels of net worth, require the
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maintenance of certain financial ratios, limit dividends and additional
indebtedness and contain other provisions and restrictive covenants customary in
lending transactions of this type. Prior to the Offering, the Company expects
to repay the Valcor Note with borrowings under the Revolving Senior Credit
Facility.

The net proceeds to the Company from the Offering (based on an assumed
offering price of $18.50 per share) will be approximately $80.4 million. Such
net proceeds will be available to repay borrowings under the Revolving Senior
Credit Facility and to fund the Fort Lock Acquisition.



On February 3, 1998, the Company executed a definitive agreement concerning
the Fort Lock Acquisition. See "Recent Developments". CompX[trademark] will
(i) acgquire all of the outstanding stock of Fort Lock Corporation for cash
consideration of approximately $30 million, (ii) acquire the net assets of
Fortronics, Inc., for $.5 million and (iii) purchase Fort Lock Corporation's
manufacturing building owned by a shareholder of Fort Lock for $2.5 million
(collectively the "Fort Lock Acquisition"). The aggregate purchase price is
subject to possible reduction pending completion of a post closing audit.
Funding of the Fort Lock Acquisition is expected to be provided by available
cash on hand, including net proceeds of the Offering remaining after repayment
of borrowings outstanding under the Senior Credit Facility. Although, the
Company's obligations to conclude the purchase are not conditioned upon the
completion of the Offering or any other financing, the Company intends to use a
portion of the proceeds of the Offering to fund the acquisition. The
consummation of the purchase is subject to the expiration of the applicable
waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended, confirmation of the accuracy of certain representations, warranties
and covenants of the parties, the absence of certain material adverse
developments, receipt of required consents and certain other conditions.

There can be no assurance that the Fort Lock Acquisition will be successfully
completed or that completion of the transaction can be accomplished on the terms
set forth above.

Management believes that the net proceeds to the Company from the Offering,
after repayment of borrowings under the Revolving Senior Credit Facility,
together with cash generated from operations and borrowing availability under
the Revolving Senior Credit Facility, will be sufficient to meet the Company's
liquidity needs for working capital, capital expenditures and debt service. See
also "Dividend Policy."
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BUSINESS
GENERAL

CompX|[trademark] 1is a leading manufacturer of ergonomic computer support
systems, precision ball bearing drawer slides and medium-security mechanical
locks for office furniture and a variety of other applications. The Company's
products are principally designed for use in medium- to high-end applications,
where product design, quality and durability are critical to the Company's
customers. CompX|[trademark] believes that, in the North American market, it is
among the largest producers of ergonomic computer support systems for office
furniture manufacturers, among the largest producers of precision ball bearing
drawer slides and among the largest producers of medium-security cabinet locks.
In 1997, CompX|[trademark] generated net sales of $108.7 million, a 22% increase
from the corresponding prior-year period. In 1997, ergonomic computer support
systems, precision ball bearing drawer slides and medium-security mechanical
locks accounted for approximately 34%, 39% and 26% of net sales, respectively.

OFFICE FURNITURE INDUSTRY DYNAMICS

Approximately 75% of the Company's products are sold to the office
furniture manufacturing industry while the remainder (principally mechanical

locks) are sold for use in other products, such as vending equipment, postal
boxes, electromechanical enclosures and other non-office furniture and
equipment. The U.S. office furniture market generated wholesale sales of
approximately $10.0 billion in 1996, according to estimates by the BIFMA. The
dollar value of U.S. office furniture industry shipments has increased in 23 of
the past 25 years and, according to BIFMA, is estimated to have grown at a
compound annual rate of approximately 8.4% over the four year period ended
December 31, 1997. BIFMA currently estimates that office furniture sales over



the next two years will grow at a compound annual rate of approximately 7%. The
rate of growth in this industry ultimately will be affected by certain
macroeconomic conditions such as service industry employment levels, corporate
cash flow and non-residential construction levels. CompX[trademark] management
believes that the sales of its ergonomic computer support systems are
experiencing substantially higher rates of growth than the office furniture
industry as a whole.

The Company believes that fundamental shifts in technology, health
considerations and work processes in the office workplace provide new growth
opportunities in the office furniture industry. Increased use of technology has
caused businesses to redesign their workspaces with greater emphasis on the
space efficient integration of computers and other office technologies into the
office workplace as well as the protection of computing equipment from damage
and theft. Additionally, increased regulatory sensitivity to ergonomic concerns
and heightened focus on the risks of repetitive stress injury have also
influenced redesign of the office workplace. In 1996, California became the
first state to adopt legislation relating to ergonomics in the workplace. Such
legislation should have a direct effect on the demand for ergonomically designed
office furniture products, which allow workers to adjust and re-arrange the
orientation of office equipment and supplies for greater comfort and
productivity. Businesses increasingly are seeking changes in work processes to
achieve more efficient workspace utilization, resulting in the creation of new

office furniture designs that embrace office sharing concepts such as office
"hoteling" and open office designs. The Company's products target manufacturers
of new furniture designed to address these industry dynamics as well as
customers that specialize in retrofitting existing office furniture.
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The Company manufactures locks for a wide variety of enclosures, excluding
vehicles and homes. In addition to locks used by furniture manufacturers, the
Company's locks are used for postal boxes, vending equipment and parking meters.
These products are sold to markets which include institutional cabinets for
school and laboratory construction, household furniture and appliances,
industrial tool boxes, vending equipment, electromechanical imaging equipment,
locking electrical enclosures, banking equipment and mail boxes. The Company
also distributes approximately 30% of its lock sales through its innovative
STOCK LOCKS[registered trademark] programs which distribute locks to locksmith
and small manufacturer markets.

COMPETITIVE STRENGTHS

CompX|[trademark] believes that it is well positioned to realize continued
growth in market share in its existing markets and to build on its strengths to
expand into related product lines and markets.

Industry brand recognition and management experience. The Company's
business traces its roots to 1903 when it began manufacturing cabinet locks.
The Company is a supplier to major OEMs and believes its brand names are well
recognized in the industry. CompX[trademark] currently markets its drawer
slides and ergonomic computer support systems under the Waterloo Furniture

Components Limited(R) name and markets its medium-security locks under the
National Cabinet Lock(R) name. The top seven executive management personnel
have over 100 years of combined industry experience.

Emphasis on customer collaboration. CompX[trademark] has been a leader in
collaborating with customers to develop innovative customized solutions to their
unique needs for product design, application, performance and cost. An



important ingredient to this approach is the Company's full-time engineering
staff of 25 individuals and approximately $3 million in annual expenditures for
product design, development and engineering. Management believes that the
Company's responsiveness and commitment to work with customers has been critical
to its success to date.

Efficient manufacturing base. CompX|[trademark] has established highly
automated manufacturing systems and uses statistical process control techniques
to achieve its demanding quality standards. The Company designs and custom
modifies certain of the high-volume equipment it uses to improve the
manufacturing and assembly of its products, and has invested substantial capital
in manufacturing automation and vertical integration. The Company believes that
these initiatives reduce the Company's costs and improve product quality,
productivity and delivery response time.

Integrated information systems. The Company regularly invests in its
information systems to reduce inventories, improve the efficiency of its
manufacturing processes and reduce customer order fulfillment times. With
recently installed systems upgrades both in Canada and the United States,
CompX[trademark] has fully integrated all stages of manufacturing process
information and order fulfillment. These investments have allowed the Company to
continually reduce order fulfillment times and increase the use of just-in-time
supplier relationships.
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Breadth of product line. CompX[trademark] has a broad product line in its
core product areas, which allows the Company to serve an increasing proportion
of its customers' requirements. This provides several benefits to the Company,
including the simplified logistics and reduced cost of shipping higher volumes
of product to its customers, closer working relationships with its key customers
and increased cross-selling opportunities.

GROWTH STRATEGY

The Company focuses on certain niche segments of the middle to high end of
the office furniture market. To achieve its targeted growth rates,
CompX|[trademark] intends to pursue several growth initiatives:

Continue to create innovative products. The Company intends to continue its
focus on engineering and customer collaboration to develop and sell customized
versions of its core product line and to develop new versions of existing
product lines to meet the changing requirements of office furniture
manufacturers. The Company will attempt to increase its share of the total OEM
market for components such as electronic locking systems, a service workplace
safety-oriented "Cushion-Close[trademark]" drawer slide and a locking laptop
computer drawer. CompX[trademark] will also consider expanding its product line
to include other furniture components with similar attributes such as one or
more of the components used in the rapidly growing seating industry.

Extend into non-furniture applications. The Company's precision ball
bearing drawer slide products increasingly are designed for and used in
applications other than traditional office furniture. For example, the Company
has designed and currently sells precision ball bearing drawer slides to
facilitate the movement of component parts in imaging machines, for professional
tool storage cabinets and other uses. CompX[trademark] will continue to explore
alternative applications for its products based on core product design and



manufacturing strengths.

Continue to make strategic acquisitions. In addition to internal growth,
the Company intends to grow through selective acquisitions. The markets in
which the Company competes have a large number of relatively small regional
manufacturers and consequently offer potential consolidation opportunities. The
Company seeks acquisitions that complement its existing products,
manufacturing/design skills or customer base. The Company historically has been

able to benefit from acquisitions through economies of scale in purchasing,

manufacturing, marketing and distribution and through the application of the
Company's manufacturing and management skills. On February 3, 1998, the Company
executed a definitive agreement concerning the purchase of the Fort Lock Group.
The Fort Lock Group is a vertically integrated manufacturer of highly engineered
mechanical locks for a diverse customer base of original equipment manufacturers
and locksmith distributors. See "Recent Developments".
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Promote alternative distribution programs. While office furniture OEMs are
expected to remain the Company's primary customers, CompX[trademark] also
intends to explore new distribution arrangements for the Company's products. The
Company's innovative STOCK LOCKS (R) distribution program, for example, offers a
broad range of products that generally ship within 48 hours of order placement
to customers that purchase the Company's locks in small quantities. Currently,
approximately 30% of the Company's lock sales are made through this program. In
1992, the Company began to implement similar alternative distribution programs
for its ergonomic computer support systems and precision ball bearing drawer
slides to allow the Company to reach an expanded range of customers of these
products on an economically attractive basis. Since their addition to the
Company's distributor product line in 1992, sales of these products to the
distributor market have increased and now represent approximately 10% of
combined ergonomic computer support systems and precision ball bearing drawer
slide net sales.

Expand into international markets. While CompX[trademark] has historically
focused on marketing its products in North America, the Company has a small but
growing presence in international markets. The Company believes that there is
significant demand for its quality, precision products in overseas markets, and
intends to increase its international presence, particularly in Asia and Latin

America, via expanded distributor relationships and, potentially, joint venture
arrangements.

The Company was incorporated in Delaware in 1993. 1Its principal corporate
offices are located at 200 0ld Mill Road, Mauldin, South Carolina 29662 and
its telephone number is (864) 297-6655.

PRODUCTS

CompX|[trademark] manufactures and sells components in three major product
lines: ergonomic computer support systems, precision ball bearing drawer slides
and medium-security cabinet locks. The Company's ergonomic computer support
systems and precision ball bearing drawer slides are sold under the Waterloo
Furniture Components Limited(R) name and the Company's medium-security cabinet
locks are sold under the National Cabinet Lock(R) name. The Company believes
that its brand names are well recognized in the industry.

Ergonomic computer support systems. CompX[trademark] is a leading



manufacturer and innovator in ergonomic computer support systems for office
furniture. Unlike products targeting the residential market, which is more
price sensitive with less emphasis on quality, the CompX[trademark] line
consists of more highly engineered products designed to provide ergonomic
benefits for business and sophisticated retail users.

The Company's ergonomic computer support systems include adjustable
computer keyboard support arms. These devices are designed to attach to office

desks in workplace environments where there exists a need to permit computer
users to adjust their computer keyboard to various heights and positions to
alleviate possible strains and stress which may result from repetitive
activities, such as typing. These products also maximize usable workspace and
permit the storage of the keyboard underneath the desk. CompX[trademark]
introduced its first ergonomic keyboard arm in 1983 and the Leverlock(R)
adjustment mechanism in 1989, which is designed to make the adjustment of the
keyboard arm easier for all (including impaired) users.

Adjustable computer table mechanisms address the need for flexibility and
adjustability in work surfaces. The Company's adjustable table mechanisms
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provide adjustable workspace heights that permit users to stand or sit and that
can be easily adjusted for different user needs.

The prevalence of computers in the workplace has also created a need for
safe and convenient storage solutions for the central processor unit ("CPU")
case. In 1997, the Company introduced a CPU storage device that can be mounted
under a work surface or on the side of desk panels to store the CPU case off the
floor to minimize the adverse effects of dust and moisture or damage from
accidental impact. The unit operates on a slide mechanism that also pivots to
provide ease of access to peripheral connections while allowing convenient,
unobtrusive storage.

CompX|[trademark] also offers a number of complementary accessories to its
main products. These include ergonomic wrist rest aids, mouse pad supports and
computer monitor support arms, such as the Monitor Master for the adjustment of
heavy monitors to reduce eye strain.

Precision ball bearing drawer slides. CompX|[trademark] manufactures a
complete line of precision ball bearing drawer slides for use in moving
containers and drawers both in office furniture as well as other applications.
Precision ball bearing drawer slides are manufactured to stringent industry
standards and are designed in conjunction with office furniture OEMs to meet the
needs of end users with respect to weight support capabilities and ease of
movement .

In addition to its basic product line, an increasing proportion of the
Company's sales is based on patented innovations. In 1994, CompX|[trademark]
introduced the Butterfly|[trademark] Take Apart System, which is designed to
easily disengage drawers from filing cabinets. The following year, the Company
began selling its Integrated Slide Lock ("ISL[trademark]"), with which a file
cabinet manufacturer can reduce the possibility of multiple drawers being opened
by the user at the same time, significantly reducing the risk of injury from a
falling cabinet. The Company's patented concept affords the cabinet OEMs cost
savings advantages in production, since the ISL[trademark] is designed as an
integral part of the drawer slide, compared to custom fabricated add-on
solutions previously utilized by most manufacturers.



In recent years, applications other than office furniture have represented
a rapidly growing source of demand for the Company's precision ball bearing

drawer slides. Recently, new opportunities in heavy-duty applications such as
tool storage cabinets and electromechanical applications have created new market
opportunities. As a result of the design efforts focused on these markets,

CompX|[trademark] created the Ball Lock[trademark] to prevent heavily filled
drawers, such as auto mechanic tool boxes, from opening while cabinets are moved

during routine use in the field. The Company's products are used extensively in
professional toolboxes and, increasingly, in electromechanical imaging equipment
to facilitate the movement of machine components in the document reproduction
process.

Cabinet locks. The Company believes that it is among the largest North
American manufacturers of medium-security cabinet locks. The Company
manufactures lock mechanisms that generally fall into three categories: disc
tumbler locks, pin tumbler locks and KeSet[registered trademark] high security
locks. Completion of the Fort Lock Acquisition will expand the Company's
offering of lock-mechanisms to include tubular locks and locks for motorcycles.

Disc tumbler locks, also called wafer tumbler or plate tumbler, derive
their keying from a series of flat tumblers with a hole in the middle through
which the key passes to open the lock. This type of lock is normally limited
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to two levels of keying, a passkey and one master key. A disc tumbler lock is
the least secure of the medium-security cabinet locks manufactured by the
Company and also represents the lowest cost to produce, resulting in lower
selling prices to customers.

Pin tumbler locks are keyed with a series of small pins manufactured on
automatic screw machines. A stack of four or five pins is required for each cut
in a key. Due to the increased number of parts, this type of lock is more costly
to manufacture than disc tumbler locks, but is also more secure and offers
increased variety in keying with more than one level of master keying.

The Company's patented high security KeSet (R) security system, introduced
in 1980, is another version of a pin tumbler lock. However, parts are

manufactured with hardened steel components to prevent forced entry. A
significant feature of the product line is the ability to change the keying on a
single lock 64 times without removing the lock from its enclosure. This product
is used primarily to protect money in applications such as soft drink vending
machines, gaming machines and parking meters.

The Company's industrial sales are primarily to manufacturers of cabinet
enclosures, from office furniture to electrical circuit panels to vending
machines. CompX|[trademark], like most cabinet lock companies, has a
standardized product line suitable for many customers. However, a substantial
portion of the Company's volume involves specialized adaptations to individual
manufacturer's enclosure specifications.

Each of the industries served with cabinet locks has a distribution segment
for replacement needs or for supply to small shops whose volume is not
substantial enough to buy direct from a lock manufacturer. CompX|[trademark] has
met this need in part with its industry-unique STOCK LOCKS (R) inventory program.
Partially as a result of this program, the Company believes it holds the largest
cabinet lock market share in both locksmith and hardware component distribution.



The Company's STOCK LOCKS (R) distribution program represents 30% of its
cabinet lock sales. This program is comprised of over 900 stock keeping units
(also referred to as SKUs) of standardized locking products. This program
plans, manufactures and packages locks to inventory with a variety of keying and
finishes for shipment to customers generally within 48 hours of receipt of the
customer order.

Sales under this program are made both to a North American distribution
network as well as to large OEMs when special needs require either smaller
quantities or non-special products other than their normal volume requirements.
The distribution network supplies the Company's products both to after-market
replacement markets and to smaller cabinet shop manufacturers who do not
purchase direct from the Company due to their smaller size.

The established distributor network for STOCK LOCKS (R) has been used to
develop a standardized product line in other segments of the Company's products.
Currently both ergonomic computer support systems and, to a limited extent,
precision ball bearing drawer slides, are enjoying growing marketing success
through these and new ergonomic distribution channels.

PRODUCT DESIGN AND DEVELOPMENT

CompX|[trademark] believes its ability to provide customized engineering to
respond to specific customer application requirements provides it a competitive
advantage, especially in middle- to high-end applications. A
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dedicated and knowledgeable engineering and marketing staff continually
collaborates with the Company's customers to identify and solve production and
marketing issues. The Company's commitment to precision design and engineering
to specific customer tolerances is a key element to its ability to serve
effectively the niche markets for its products. CompX[trademark] has 25 full
time engineers on staff and expends approximately $3 million annually for
product engineering, design and development to enhance and expand product
capabilities.

Customer product development needs and changing market characteristics are
the key drivers influencing the Company's product development efforts. Once a
customer has identified a concept, development engineers design solutions to
address the application requirements. Normally, several generations are
evaluated on the Company's CAD system. During this process, CompX[trademark]
engineers regularly communicate with the targeted customer to ensure that the
design meets the customer's specific needs. 1If the product is being developed
as a general line product, the basic design work is accomplished through
consultation between the Company's engineering, marketing and manufacturing
departments as well as from market intelligence derived from target customers.

In order to ensure that the product design is workable, a prototype sample
is produced for use during an initial market evaluation of the product's
functionality. The Company's engineers may make modifications of the initial
design at this stage to ensure proper aesthetics or functional capabilities.
Once the component design is finalized, the Company's engineers design and
produce tools to manufacture the components. Depending on the type of tools,
production time can be as little as a few weeks to as much as six months.

As one of the initial developers of ergonomic computer support systems in
the mid 1980s, CompX[trademark] has on numerous occasions introduced new and
unique products which have led the industry. Examples include the initial
introduction of the Model 4100 keyboard arm in 1983, the Leverlock(R), which
simplifies the adjustment of the keyboard arm, the Monitor Master, which
facilitates the adjustment of heavy monitors so as to reduce eye strain, and



various types of accessories such as mouse trays and pads of a unique and
proprietary nature. In 1997, the Company introduced a CPU storage device that
can be mounted off the floor either under a work surface or on the side of desk
panels to minimize dust contamination or damage from accidental impact. The

Company is currently working on several new generations of ergonomic products
such as a new version of easily adjustable keyboard arms, including aesthetic
improvements. In response to the increased use of laptop computers, a new
product is in the design process to address ease of use and security for these
computers.

During the 1990's, CompX[trademark] emerged as one of the more innovative
companies in the design and manufacture of precision ball bearing drawer slides.
The Company has designed and currently sells precision ball bearing drawer
slides to facilitate the movement of component parts in imaging machines, for

professional tool storage cabinets and other uses. Examples of other innovative
products include the patented ISL[trademark] and the patented Ball
Lock[trademark]. Development continues on a new "Cushion Close[trademark]"

drawer slide to aid in the safe operation of overhead storage bin doors, and
introduction of this new product is expected in mid-1998.

In 1980, the Company introduced the patented KeSet (R) Security System which
has since gained acceptance as a cost effective product in the vending industry
where protection of money collection is paramount. While many of the
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product development efforts in the cabinet lock industry are adaptations of
existing products in the pin tumbler or disc tumbler product line, products
introduced in the past few years include the pin tumbler "Advantage
Plus[trademark] System" allowing easy removal of the cylinder for re-keying in
the field without removing the lock from the original installation. A new
patented Snap-in locking system for institutional furniture allows either pin
tumbler or disc tumbler keying to be determined after installation, which
reduces customer inventories and allows improved delivery speed of their

products. In late 1997, the Company commenced customer field testing of an
electronic locking system and the product is experiencing good operating results
in its original test site.

SALES, MARKETING AND DISTRIBUTION

CompX|[trademark] sells components to OEMs and to distributors through a
specialized sales force. The majority of the Company's sales is to OEMs, while
the balance represents standardized products sold through distribution channels.

Sales to large OEM customers are made through the efforts of factory-based
sales and marketing professionals and engineers working in concert with salaried
field salespeople and independent manufacturer's representatives. Manufacturers'
representatives are selected based on special skills in certain markets or with
current or potential customers. Cabinet locks are sold by a separate network of
Company-employed salespeople and manufacturers' representatives as well as
factory-based national account managers.

A significant portion of the Company's cabinet lock sales and a growing
portion of ergonomic computer support systems and precision ball bearing drawer
slides sales are made through hardware component distributors. The Company also
has a significant market share of cabinet lock sales to the locksmith
distribution channel. CompX|[trademark] supports its distributor sales with a
line of standardized products used by the largest segments of the marketplace.
These products are packaged and merchandised for easy availability and handling



by distributors and the end user. Based on the Company's successful STOCK
LOCKS (R) inventory program, similar programs have been implemented for
distributor sales of ergonomic computer support systems and to some extent

precision ball bearing drawer slides. Since their addition to the Company's
distributor product line in 1992, sales of these products to the distributor
market have grown to represent approximately 10% of combined ergonomic computer
support systems and precision ball bearing drawer slide net sales.

To afford a competitive advantage to the Company as well as to customers,
ergonomic computer support system and precision ball bearing drawer slides are
delivered primarily by means of a Company-owned tractor/trailer fleet. This
satellite-monitored fleet improves the timely and economic delivery of products
to customers. Another important economic advantage to the Company's customers
of an in-house trucking fleet is that it allows the shipment of many products in
returnable metal baskets (in lieu of corrugated paper cartons), which avoids
both the environmental and economic burden of disposal.

The Company does not believe it is dependent upon one or a few customers,
the loss of which would have a material adverse effect on its component products
operations. The ten largest customers accounted for about one-third of
component products sales in each of the past three years, with the largest
customer less than 10% in each year. In 1996, five of the ten largest customers
were located in the United States with four located in Canada. Of such
customers, all were primarily purchasers of slides and

44
ergonomic computer support system components.

ACQUISITION STRATEGY

In addition to pursuing internal growth opportunities, the Company intends
to grow through acquisitions. The markets in which the Company competes have a
large number of relatively small regional manufacturers and consequently offer
potential consolidation opportunities. The Company seeks acquisitions that
complement its existing product lines, provide access to new market segments or

expand the offering of proprietary products. The Company believes that it has
been able to achieve synergies from acquisitions through economies of scale in
purchasing, manufacturing, marketing and distribution and through the
application of the Company's manufacturing and management skills.

Since 1990, the Company has utilized cash flow from operations to complete
two acquisitions. In 1992 the Company acquired in a bankruptcy liquidation the
assets of a Canadian manufacturer of precision ball bearing drawer slides and
cabinet locks for $2 million. At the time of acquisition the operations had
sales of approximately $3.2 million and operated at break-even operating profit.
In 1995 the Company acquired the assets of another Canadian manufacturer of
precision ball bearing drawer slides and ergonomic products for $6 million. At
the time of acquisition the operations had sales of approximately $5.6 million
and operated at a slight operating loss. As a result of integrating these
operations into the Company's operations and eliminating unprofitable product
lines, these operations currently contribute approximately $8 million in net
sales and $2 million in operating income annually.

On February 3, 1998, the Company executed a definitive agreement concerning
the Fort Lock Acquisition. See "Recent Developments". CompX[trademark] will
(1) acgquire all of the outstanding stock of Fort Lock Corporation for cash
consideration of approximately $30 million, (ii) acquire the net assets of
Fortronics, Inc., for $.5 million and (iii) purchase Fort Lock Corporation's
manufacturing building owned by a shareholder of Fort Lock Corporation for $2.5
million, (collectively the "Fort Lock Acquisition"). See "Management's
Discussions and Analysis of Financial Condition and Results of Operations -
Liquidity and Capital Resources."



MANUFACTURING AND OPERATIONS

CompX|[trademark] operates three manufacturing facilities which it owns and
leases one facility as a distribution center. The following table sets forth
the location, size and general product types produced for each of these
facilities.

PRODUCTS
PRODUCED
FACILITY NAME LOCATION SIZE
(square
feet)
Manitou Kitchener, 208,200 Ergonomic
Ontario products,
slides
Trillium Kitchener, 116,000 Ergonomic
Ontario products,
slides
Mauldin Mauldin, SC 159,200 Locks
Distribution Chino, CA 6,000 Product
Center Distribution
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The Manitou and Mauldin facilities are IS0O-9001 registered. IS0-9001
registration of the Trillium facility is anticipated in 1998. The Company
believes that all its facilities are well maintained and satisfactory for their
intended purposes.

The Company's facilities currently operate approximately two shifts per
day, five to six days per week.

CompX|[trademark] has focused on its operating cost structure and timely

capital investment in equipment and processes. This investment has allowed the
Company to reduce lead times to its customers and to implement "just-in-time"
production methods to improve inventory turns. For example, the Company has

reduced the lead time for STOCK LOCKS (R) shipments from two weeks to 48 hours
through investments that focus on enhancing automation and managed information
systems. With the recently installed information systems upgrades,
CompX|[trademark] has fully integrated all stages of manufacturing process
information.

Continued investment in automation should allow the Company to remain price
competitive in the marketplace and should also ensure consistent quality of the
products being produced. As speed of delivery continues to gain importance with
all OEM customers, automation provides production speed and the flexibility to
quickly react to sudden changes in customer demand.

RAW MATERIALS

Coiled steel is the major raw material used in the manufacture of precision
ball bearing drawer slides and ergonomic computer support systems. Plastic
resins for injection molded plastics are also an integral material for ergonomic
computer support systems. Purchased components, including zinc castings, are
the principal raw materials used in the manufacture of medium-security cabinet



locks. These raw materials are purchased from several suppliers and readily
available from numerous sources.

The Company occasionally enters into raw material arrangements to mitigate
the short-term impact of future increases in raw material costs. While these
arrangements do not commit the Company to a minimum volume of purchases, they
generally provide for stated unit prices based upon achievement of specified
volume purchase levels. This allows the Company to stabilize raw material
purchase prices provided the specified minimum monthly purchase quantities are
met. The Company currently anticipates entering into such arrangements for zinc,
coiled steel and plastic resins for 1998 and does not anticipate significant
changes in cost of these materials from their current levels. Materials
purchased on the spot market are sometimes subject to unanticipated and sudden
price increases. Due to the competitive nature of the markets served by the
Company's products, it is often difficult to recover such increases in raw
material costs through increased product selling prices and consequently overall
operating margins can be affected by such raw material cost pressures.
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COMPETITION

The office furniture market is highly competitive. Suppliers to office
furniture OEMs compete on the basis of (i) product design, including ergonomic
and aesthetic factors, (ii) product quality and durability, (iii) price
(primarily in the middle and budget segments), (iv) on-time delivery and (v)
service and technical support. The Company focuses its efforts on the middle-
and high-end segments of the market, where product design, quality and
durability are placed at a premium.

The cabinet lock market is also highly competitive. This market is highly
fragmented with a number of small- to medium-sized manufacturers that supply the
market. Cabinet lock manufacturers compete on the basis of (i) product design,
(ii) custom engineering capability, (iii) price and (iv) order fulfillment lead
times.

The Company believes it derives a significant competitive advantage as a
result of its focus on (i) a collaborative approach to product design and
engineering, (ii) increased manufacturing and assembly automation and (iii)
implementation of distribution programs that reduce order 