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Forbidden Technologies* - Interim Results: Forecasts
Unchanged, reiterate buy stance with 85.8p target price.

Forbidden Technologies, the AIM quoted

developer of the market leading Cloud video Key Data
editing platform FORscene, has today released EPIC FBT
encouraging results for the six months ended 30th

June 2010. The figures show a strong underlying Share 25.5p
performance and we are leaving full year Price '
forecasts unchanged and, at 25.5p, reiterate our Spread 23p - 28p
stance of buy with a target price of 85.8p. NMS 3,000
Revenues increased during the first half by 21% to Total

£167,858 while cost of sales increased by a more Number 81,162,500
modest 5.3% to £9,483 resulting in gross profit of Issued

increasing by 22.1% to £158,375. Operating Shares

expenses increased by 37% to £214,730 principally Market £20.7 million
due to the company investing more in marketing Cap '

and promotion, which resulted in Forbidden's 12 month 13.50 — 27
operating losses increasing by 100% to £53,853. Net Range P P
financing costs amounted to £3,905 compared Ve AIM

with a net financing income of £1,234. The pre-tax
loss therefore increased by 124.8% from £25,697 to
£57,758 and, on a zero tax charge for both
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Software & Computer

; . . . Sector :
periods, this resulted in the loss per share rising from Services
0.03p 0 0.07p. Stephen Streater
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As noted above, the company significantly
stepped up (and has subsequently, at least,
maintained) its marketing and promotion activity
and this is now starting to see a real return. The company continues to sign up production
houses with Envy Post being the most recent. More importantly, Forbidden has now also
signed up a systems integrator (Siemens IT Solution & Services) and we would anticipate
others soon due to the high level of interest generated by the company successfully
demonstrating FORscene on Nokia's flagship smartphone N900 at the major global
technology IBC 2010 in Amsterdam. It is worth noting that the revenue potential of a
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system integrator is 20 — 50 times that for a post production house, however, the timing of
those lumpy sales is difficult to predict.

We remain comfortable that our current year sales expectation of £0.6 million is
deliverable because of the strong underlying revenue supported by the escalating
numbers of production houses adopting FORscene and the flood gate to a massive ramp
up in sales, potentially, opening with the first systems integrator now on board. We
anticipate a further substantial step up in sales during 2011 due to increased production
house usage from existing as well as newer users. Additionally, we anticipate more systems
integrators marketing FORscene within their client propositions. Operating costs, with the
exception of promotion and marketing expenses, will not increase materially, leaving
Forbidden likely to benefit from a high degree of operational gearing. Consequently, we
are relaxed about Forbidden delivering against our existing profit and earnings per share
expectations for this full year and next.

We continue to value Forbidden on an Enterprise Value/Sales basis to derive an indicative
target price. Therefore, applying the 2009 financial year multiple of 58.5 times to our 2011
sales of £1.2 million indicates upside potential to 85.8p. With the shares trading at 25.5p,
we continue to recommend Forbidden Technologies as a buy.

Forecast Table

Pre-tax Earnings Price ..
gzgélgkfe]r (icéloeg) Profit pershare = Earning Dl\/'(?jnd Yield (%)
(£000) {9)] Ratio
2008A 121.2 (110.7) (0.10) NA 0.0 0.0
2009A 280.8 (92.9) (0.07) NA 0.0 0.0
2010E 600.0 27.0 0.03 850.0 0.0 0.0
2011E 1,200.0 310.0 0.39 65.4 0.0 0.0

Source: Company and Growth Equities & Company Research

*Forbidden Technologies is a corporate client of Bishopsgate Communication, a subsidiary
of Rivington Street Holdings plc, the ultimate owner of Growth Equities & Company
Research. The SF t1ps Smaller Companies Growth Fund, which is managed by another RSH
subsidiary, owns shares in Forbidden Technologies while RSH owns warrants in Forbidden.
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This research note cannot be regarded as impartial as GE&CR has been commissioned
to produce it by Forbidden Technologies*, it should be regarded as a marketing
communication.

The information in this document has been obtained from sources believed to be
reliable, but cannot be guaranteed. Growth Equity & Company Research is owned by
T1ps.com Limited which is commissioned to produce research material under the
GE&CR' label. However the estimates and content of the reports are, in all cases those
of T1ps.com Limited and not of the companies concerned.

This research report is for general guidance only and T1ps.com Limited cannot assume
legal liability for any errors or omissions it might contain. Readers of this report should
also be aware that because this research is not independent that there is no prohibition
on dealing ahead of the dissemination of it.

The value of investments can go down as well as up and you may not get back all of
the money you invested; You should also be aware that the past is not necessarily a
guide to the future performance. Finally, some of the shares that are written about are
smaller company shares and often the market in these shares is not particularly liquid
which may result in significant trading spreads and sometimes may lead to difficulties in
opening and/or closing positions. Before investing, readers should seek professional
advice from a Financial Services Authorised stockbroker or financial adviser.

Tlps.com Limited is authorised and regulated by the Financial Services Authority (FSA
Registration no. 192801) and can be contacted at 3@ Floor,3 London Wall Buildings,
London Wall, London, EC2M 5SY.
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