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F(.)RBEDDEN TECHNOQOLOGIES PLC (REGISTERED NUMBER 03507286)

CHAIRMAN'S STATEMENT

| am pleased 10 present this the twelilh annual 1eport 1o shareholders of Foilndden Technologies since 1ts flotation on the AlM
markel of the London Stock kxchange in Febiuary 2000

Income Statement and Statement of Financiat Position

in the year to 31 Decembetr 2010 the company 1ecorded sales of £372,138 compared fo £279 826 11 the previous year aninciease
of 33% In the year to 31 December 2010 admuinisirative expenses at £510 529 were £175 337 highet than the £341 192 my the
previcus yeal an increase of 51% Conscquently, the nel loss for the year to 31 December 2010 was £128 749 compaied o |
56,679 10 the previous yeal

The mam ncreases in adnumistiative expenses were a resull of increased expenditure in R&D and an increase m markeling
expendituie where extia etfort was put behind presence at conventions and the cost of Finanaial PR as the company secks o
extend awareness of i1 lec haology amongst relevant targel audiences

When evalualing fong term relationships potentiai pattners tend 1o view the Balance Sheet as an important ndicator of the slabiity
of the Company | am pleased to repori thal the Balance Sheel has been strengthened significantly during 2010 Thioughou! {he
miidie of the year, one mstiution progressively exercised 2 080 000 share oplions at a price of 12p per share, providing cash o the
Company of £247 000 In October 2010 Forbudden comploted a placing with & number of institutions  of 4 847 000 new shases al a
piice of 33p par share providing £1,600,000 t» the Company

As aresult of these activities, Forbidden 1epaid the diectors loans of 785,000 and was able 10 1eco:d mare thar £1 000,000 of
cash and cash equivalents at 31 December 2010, net assets of £1 706,726 and a debt freg situalion

Stratcgy
The 2010 hnanciil year has been charactensed by fou significant developments along Forbidden s sliategrc palh

1 Encowaging growth n the usage of FORscene s wideo platfoiny in the UK broadcast post-produchion and professicnal maiket
Sales 1o this segment in 2010 have more than doubled, iIndicAating a giowrng recegnition of the value of FORscene in providing
a stale-of-the aif, cost effivent platform for high gually videe-editing

2 The widespread mterest focussed on the concept of Cloud Computing' acioss a wide specuim of inlernet software solutions
Farbieden has designed and imptemented Cloud based solutions since 2004, before the descnption “Cloud” was created  This
carly development has enabled the Company to stay ahead of others with key differentiators such as
*  Users having no need 1o back up matenal because 11 1s automatically backed-up on one of thice interconnected but

geoytaphically sepaiated locations availlahle to FORscene
«  Scalabihty — each user $ machine actually adds 1o the total processing powet as most of the processing s conducted on the
user machine, not on a Forbidden server This reduces cost dramatically compared to systems thal process on a seiver and |
therefore require more and moie Servers as user numbers grow |
*  Foiadden systems can communicale with one another thiough the Cloud This enables | ORscene to be machine neutral and
allows the ediing of videos on many devices and publishing 10 othel1s' Cloud serveis such as Facebook Thus a usel can log |
on anywhere, anylime as long as thcre 1s access to a broadband connection

3 The design excellence of FORscene has prompted global scale systems miegrators to enter parinership agreemenis wilh For-
hidden They see potential for inlegrating FORscenc into siate of the arl end 1o end solutions wilh majal clients around the |
woild  Although the anangements take time {o come to frudion the potentiad scale 1s very attractive to the Company Two such |
agieements were concluded in the second hali of 2010 a ihnd added n carly 2011 and others are currently under discussion

4 The mtoduction of tablel devices also 1epresents a major opportunidy for the Clesh consumer editing system to fulfil the emer-
ging needs of tablel users to chp edit and publish video to fuends, family and wider audiences  With an intuitive  sophusticated
app a A modest cost ot £2 49, (1 1s expected 1o provide a significant number of consumer userg

Awarcness and Recogrnrhon
lhioughous the 2010 year Foibidden has been increasingly active af Cenventions senmunars and relevant Asseciations with the

pupose of widening awareness and recogrnilion of oul name products and technical excellence and rehabiity  We achieved ligh .
wvisibislily and intere st at the two main bioadcast conventions m the wotld NAB 11 ihe USA and 1IBC in Curope
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

CHAIRMAN'S STATEMENT

Stephen Steater and olhet excculives have had speaking 1oles ai BVE n the UK at Sieaming Media Europe conference The
Royal letevision Sociely, lalkback THAMES and Cloud Camp  In addiion the Company 1$ an active membe: of the Quoted
Company Allance and has laken paitin the QCA meelings with seniar members of the Tieasuy

Outlock

With an excellent technology, ncicased awaieness and a growing number of strong parinerships, the building blocks are being
solidly formed m thiee of oun key strategie markets

«  Bioadcast post-production

. Frotessional web vigeo

. User generated video

The Cempany has recently incteased is resouices both in R&D and i market development and s now pursuing growth with wigour
and confidence

Vie Steel
Chairman
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

CHIEF EXECUTIVE'S REVIEW

Background

Fortndden bungs together iwo arcas m the workd economy which | find most exaiting video  and the Interet Modern consume:
electinmics has pul viogo cieation thiough low cost cameras and phones, within reach of the mass maiket 1he internet s the hip
side of this content creabon explosion enabling glebal video disinbution

While attending Gaogle's video Summit i November as ananviled speaker it became ctear that the focus of new developments was
on the distibuiion of video tathar than is creaton Few seemed awa:e of the cost and complexity of video creation o addressoed
Pow the demand 101 new Inleinet content was 1o e mot

Fottndden s FORscene wideo platform, launched in 2004 1s designed 1o fill this void Many years afier 11s s elease its apmoach
remams hesh and moden The widespead rccognibion of the advantagus of Cloud seivices has taken many years, the huzzwodd
‘Cloud s ona irhcation that the market 1s now 1eady for services like this

Video posl-production {the stages hetween shooting and distibuting video) s particularly suited 1o Cloud seivices Professionals
often woik as part of a production team o complex warkflow Cloud sccess enables efficient coltaborauon between workers and
also hetween cguipment Consumers benedt fiom cioss platform access lo therr matenal, as well as automatic back ups

FORscene's technoiagy has anticipated both the demand for Cloud setvices and the exlenston cf the Cloud fiom deskiops ai work
to encompass lahlots and smariphoenes evelywhaie

Resources
Forhidden s Boaid has ensured the Company 1s well financed, using its AIM quote to raise sigiificant finance thiough the market
Quiganic yeal on year sales giowth of over 30% has given us confidence to conlinue to mvest in expansion

Forbidden s a dynamic and robust company Stafl changes in 2010 included only one depaiture duee additions and fow others
wito vaned {hen hours dunng the year 1he net result 1s that by the year end we had emptoyed thiee additional customer facing staff

Fotbidden's mhastruciure revoives aiound i§s Cloud software, where development has been concenfrated Forbidden's four Cloud
networks tun on standa:id low cost hardware Lhe biggest, distnbuted aver three sites has now handled over 1,500 000 hours of
orofessionally shot content |

Fortudden's ability to embiace thud patty 1@sources, liom the small scale of indvidual users smariphones to the large scale of our
Systems Integiator parners 15 a hallmaik of the FORscene platiorm

Forhudden concentrales the CPU requnements n the client — a "1at chent’ approach that enables scaleability at low cost Foihidden's
1ange of real ime wideo editing codecs me even efficient encugh to wark on the new range of ARM CPUs domialing smartphones
and tabicts

Products and Services

So whal does lhe FORscene plalfonn actually do? Its functions include
* Ingest - getling wideo, audio and slills mto FORscene

* Review - chaeking aver content and adding comments wherc necessary \
*Log adding metadata text to the video to simphiy and speed up the editing process

* Shot setection - choosing the geod shots before eraft editing

* Assembly edit - Duectors / Producers can order good shois prioi Lo full ediung

* Rough cul - frame accurate ediing allows the basic story to be lold before fijushing

* Fing cut - hrushung the edit mostly used in FORscene for web distubution

* Publish — up te i080p HD, outpul usually sent via the Cloud for hosting on third party systems

* Mutt-user — helps teams making tefevision sergs

s Mutli-platform - clients can tun on Microsofl Apple LLnuy and Google Andrond

Fo:ladden considers that beng able to allocale relevani adverusing (o video 1s key to ils monetsation — and FORscenc's metadata
15 a powerful lool heie At the ime o1 widing, the search betow gives me 1 040,000 results - including my fout relevant hehday
videos 15 the top search results ip Jwww goodle co uk/search?cheni=safandafs=endq=julielte rsophied rampohng

Thus year FORscene's capacity has agan been increased maikedly hoth in video storage capacity and number of concurrent users
supported The more flexible ingast systenm, suppoiting moie projessional inpud formats has opened up mote opporiunities
FORscene also supports more outpul formats Othar smprovements inciude an evolutionarily better experience with the GUI and
new AP’ls 1o supporl third party websile inlegration

-4
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286}

CHIEF EXECUTIVE'S REVIEW

Clesh, the consumer interiace to the FORscene platfoin, has also benefded fiom the improvements (o the platform I November,
Fordden oficially announced 1t would be reicasing Clesh for Andrord tablets This was reteased in Febiuary 2011 and has since |
heen extended to work on Andioid smaiiphones

Infrastructure landscape
Forhdden's technology sits on top of customers' exisbng mhiaslructure

Java s still an excellent platform for the desklep editing front end [t allows the FORscene 1eview, logging and editing mlerfaces to
in without nstatiation o configuration, through corporate firewalls on typical locked down machines Java's poputanty amongst
usais seems urnkhmomshed

Andiod 1s a goad slaning point for Forbidden's mobtie amintions wath its vibrant Market and rmulions of users s Java-like synltax
and ARM poweted installed base have allowed a rapud poit of the Clesh GUE Lo a wide range of Anchoid devices

The I'ORscene Cloud platform 1s well placed for the giowlh in the tablet markel Tablets are poiabie andesponsive sllowing
efficient review and assembly editing

In the prolessional warld edilors hack at base can immediately continue editng on desktops For consumers, Clesh's cross-platioom
Clouvd naline allows woik to bo switched fiom deskiop to mobile i an instant

Custome! mx
Foilndden stili has a notable lead iy Broadcast S years after FORscenc's launch other companigs are startng to coiporate

Cloud alements info therr past-ppoduction bul there 1s no syslem lo nval FORscene {or power and price

In professronal web potenual vals ate mere dispersed, and Forbidden's full end-to-end post-procucton Cloud seivice has many
advaniages in an ncieasingly connected woild

forbidden s mare expenimental consumer side s epilemised by oui 1ecent Andioid launch While we tend o deal wilh consumer s
ndirecdy, @ working showease helps B-C companes undeistand the power of the system

And of course we welcome shareholders lyng oul the system for themselves and contributing feedback o help Forbidden grow
and plosper

5B Streater .
Chief Executive




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2010

The direclors present then repoit with the financial stalemenis of the company for the year ended 31 Decembe 2010

PRINCIPAL ACTIVITY
The prnginal actviy of the company n the year under 1eview was the development and commercial explodation of web-hased vides

fools

REVIEW CF BUSINESS
The Company has conunued the deveiopment of video compiession technology and tools A detailed review of the Company's
financal perfarmance duning the year and an outiook for the fulurie 1s provided within the Chainuaivs stalement on page 2

Key Performance indicalars

Turnover fol the yoar was ©372,139 (2009 £279,826) the loss for the year was 1129 749 {2009 £56,679) The resulls of the
Company aie shown in moie detad on page 11

In addiion lo (he monthly management accounts, the Boaid uses the fallowing key petformance naicators in the management of
the key nsks of the business and as a measute of business efficiency

Sales performance 1s measured agamst ptan, and agains: latest expectations which are updated monthly
Costs are momiorea against plan and current needs

Cash s momtored closely 10 enswe that the company avoids an overdraft at all times  The cash balance at he ycar end was
£1023 6112000 £211 225)

Conective actions were taken during the year where ihese mdicators werg not satisfactory

DIVIDENDS
No dividends will be distributed for the year endec 31 December 2010 (2009 LN}

EVENTS SINCE THE END OF THE YEAR
Infosmation 1elating to events wince the end of the yeai is given in the noles io the financial statements

DIRECTORS AND DIRECTORS' INTERESTS
The diectors shuwn helow have neld office during the whole of the penod fiom 1 Januaty 2010 1o the date of tis report

vV J Sleel
S B Stieater
7 J wladden
G B Hust
D P Mam

Tne dueciors who held office al the beginming and the end of the financrat year had the following interests 1n the shares of the
Company accotding to the 1egister of direclois’ interests

Inieiest at slart of

o . _ ___ Classof shaic e Interest alend of year year

S0 Steater Ordinary shates of 0 8 pece 62,660,000 62,660,000
Vd Steel Ordinaly shaies of 0 8 pence 962 500 362 500
DP Mam Ordmnary shares of 0 & pence - -
GA tirst Ordinary shares of 0 8 pence 60 000 60,000
177,492 75885

_PyMadden - ____ Omdmary shaiesof O8pence .. . e 85 _




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507288)

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2010

DIRECTORS AND DIRECTORS’ INTERESTS - contmued
Accolding 1o the register of drectols’ elest no nghts 1o subscrbe for shares in or debentuies of the Comipany were gianiea to any
of the diectars o then immediate families, or excicised by them duning the financial year except as indicated below

Markel
price on Date frem
Al starl Al end of Exercise date of which
of year Granted Exeicised Lapsed yaa price eXe1CI5e exelcisable Expny dale
£ £

VJ Stect 200,000 200 C0o - 2175 - 02/10/2003 02/10/2010
VJ Steel 50 000 50,000 0625 - 30/03/2004 30/03/201
VJ Stee! 150,000 150,000 - 0 255 0335 21/09/2004 21/09/2011
VJ Steel 100 000 100 Q00 0475 - 04/0412005 04/04/2012
VJ Sleet 100 000 100,000 0215 - 04/10/2005 04/10/2012
V) Steet 100 000 100 C00 031 - 0B/05/2006 08/05/2013
VJ Steel 100,600 1Q0 000 065 - 06/10/2006 06/10/2013
VJ Steel 100 000 100,000 035 04/05/2007 04/05/2014
VJ Steel 100,000 100 000 039 - 30/09/2007 30/09/2014
VJ Steel 100 000 100,000 22 - 29/0412008 29/0412015
V.J Steel 100,000 100 000 026 06/09/2008 06/09/2015
VJ Steel 100,000 100,000 0085 - 18106201 18/08/2018
VJ Steel 20 000 20,000 024 - 25/0812012 25/08/2019
VJ Stcel 100,000 100,000 016 05/07/2013 05/07/2020
VJ S eel 150,000 150,000 026 - 051172013 05/11/2020
DP feian 20,000 50,000 0625 - 19/04/2004 19/04/2011
DR Mam 25,000 25,000 0255 - 21/09/2004 21/09/2011
DP Main 25,000 25,000 0215 - 04/10/2005 04/10/2012
DR #am 10 000 30 000 65 - 06/10/2006 0CH102013
DP Mam 50,000 50,000 035 - 04/05/2007 0410512014
DP Mamn 50,000 50 000 039 - 30/09/2007 30/0912014
DPF Main 20,000 20.000 022 - 29/04/2008 28/0472015
DP Main 50,000 50 000 026 - 06/09/2008 06/09/2015
DP Man 50,000 50,000 0085 18/06/201M 18/06/2018
DP Main 20,000 20,000 024 - 2510812012 2510812019
DR Man 50 000 50,000 016 05/07/2013 05/0772020
PP Man 50 000 50 000 036 - 05/11/2013 05/11/2020
GB Harst 50,000 50,000 0255 21/09/2004 21410912011
GB st 20,000 20,000 0Aa7h 04/04/2005 04/04/2012
GE Hirst 50,000 5(3,000 0215 - 0411012005 04/1012012
GB th st 40,000 40 000 0231 - 08/05/2006 08/05/2013
GB Hirst 40 000 40 000 0 65 - 06/10/2006 061102013
GB Hust 50,600 50,000 034G - 04/05/2007 04/05/2014
GB Hu st 50 00C 50 000 039 - 30/09/2007 30/09/2014
GB Husl 75,600 75,000 022 - 29/04/2008 2910412015
GB Hirst 50 000 50 000 026 - 06/09/2008 05/0992015
GB Hist 15,000 15 000 023 - 09/05/2009 09/052016
GB Hrst 35000 33,000 0085 - 18/06/2011 18/06/2018
GB thrst 30,000 30,000 024 - 250812012 25/08/2019
GB tiirst 150,000 150 000 0 36 - 05/07/2013 05/07/2020
GB Hirst 150 000 150,000 036 - 051172013 05/11/2020
RJ Madden 50 000 50,000 0286 - 06/G9/2008 06/0%/2015
PJ Madden 25,000 25 000 023 - 09/05/2009 09/05/2016
PJd Madden 25,000 25,000 0135 - 2710712010 2710712017
PJ Madden 65,000 65 000 0085 - 18/06/2011 18/06/2018
PJ Madden 30,000 30,000 024 - 25/08/2012 25/082019
PJ Madden 50,000 50 000 016 - 0540712013 05/07/2020
PJ Madden 75 000 75,000 036 - 05/11/2013 05/11/2020

The markel value of the shares at the year end was 320p  The highesl matkel value dunng the year was 37 5p and the lowest
marhet value 13 5p




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2010

COMPANY'S POLICY ON PAYMENT OF CREDITORS
The GCompany does nol fallow any code Croditors are normally paid 10 accordance with the tlenms of the mvoice  subject to any
pailicular agreement between Lhe two parlies At the year end there weie 48 days (2009 26 days) purchases in trade creditors

FINANCIAL INSTRUMENTS

The Company's financial instruments compnise tade debtors, trade creditors cash and hquid assets  The Company has notl entered
into any dernvauve or other hedging instiuments

The Company’s prachce has been 1o inance 1is operations and expansion through the 1ssug of eguily shaie capial

Financial assets compnse cash al bank and m hand and cunent asset iwvestments  Financial assets and financial habdihes exclude
shail-term deblors and credinors  The fan value of the fmancial assets and fimancial habiliies are not matenally different fiens then

caiyiny values
Principal nisks and unceitanties

interest 1ate risk
Cash balances allract a floating 1ate of mterest
The dieclors eview miarest payaile and receivable on an engaing basis to assess the Company's sk relating to changes i

Intcres.ates

Liquidity risk
The Company reviews fulure woiking capual requiements on a monthly basis

Foreign currency risk
The Company enters nto lansaclions m the UK Asia and North Amenca and 1s exposed to cutiency fluctuations in the exchange

rates for these 1egions although most of s overseas transachons aie denominated n stering The Company does not currently
hedge agamns: foreign currency sk since the diuectors feel that at cunent levels of income and expenditine the sk 15 low and ils
eftedt does not matenally influence the Company's wolking capttal posiion

The dueciols review foreign exchange mevements on an ongoing hasis 1o assess the Company's 11sk 1elating to changes in forengn
curency exchange rales

SUBSTANTIAL SHAREHOLDERS
At the year end no-one olher than duectors, held an interest of 3% or more m the Company's ordnary shaie capital

POLITICAL AND CHARITABLE CONTRIBUTIONS
The Company made no poliical ot chantable donations n the year (2009 £l)

SHARE OPTION SCHEMES

Under the Gompany's approved share oplion scheme oplions over 47 569 ordinary shares of 0 8p in the Company weie granted to
2 employees on 5 Noventber 2010, exercisable al 36p per shaig wilhun the period 5 Novemher 2017 16 5 November 2020, on
concmian of employment vath tne Company

The Company also has an unapproved share option scheme under which options over 800 Q00 ordinary shaies of 0 8p n the
Company weie gianled in lolal to 12 diectars and employees on 5 July 2010, exercisable at 18p per share within the pertod 5 July
2013 to 5 July 2020, on condition of employment with the Conipany  in addilion, under {he same scheme options over 762,431
ordinary shares of O 89 i the Company were granted in total 10 11 directors and employees on 5 November 2010 exercisable at
36p per share withn the penod 5 November 2013 {o 5 Novembet 2020, on condition of employment with the Company

On termimation of employment, employees lose then shate options unless the Board exercises ts discrelion to lel an employee
relam thest shaie ophons for a imited penod

The exercise price for the share options 1ssued was the market value at the date the options wete granted

CORPORATE GOVERNANCE

The stng wiles iequie that isled companies (hut not companies traded on the Alleinative Investimen{ Markel "AlM’) mcarporaled in
the UK shouid state m the reporl and accounts whether they comply wiih the Combined Code and wdentfy and give reasons for any
area ol non-comphance The Combined Code 18 published by the Financial Repoiting Councll and is penodically reviewed and
updated The Company is sted on AlM and therefore ne disctosute 1s required

The Company suppoits the ponciples and ams of the code and follows the code wherever 1t s 1easonable to do so It operales an
efiecuve hoard which meels on a umety basis

The Board 1s aware of the requiements of the code and the need for approprale centicls and systems to safeguaid the Company's
assets Whelever possible appioptiate controls are m place and mondored by the Board However full comphance with the cocte 1s
not possihle hecause of he size and 1esource constiamts of the Company and because of the ielative cost benelit assessment In
puiting in place the addiionat procedures




FORBIDDEN TECHNCLOGIES PLC (REGISTERED NUMBER 035037286}

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31 DECEMBER 2010

CORPORATE GOVERNANCE - continued

As the Company grows i stze andiesouces the Board infends 1o ncrease 1s comphance
This 15 not ¢ statement of complance as cquired by the Combined Code and should theigfore not be elhed upon to gve the
aiscioswes that would nonmally be made

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The dueciars ale responsible for prepanng the Annual Reporf and the financial slatements in accordance with applicable law and

regulalions

Company law 1equires the diectors to prepare financia! statements o1 cach financial year The directors aie 1equited by the Al
Rules of the London Stock Fxchange to prepaie the financial stalements n accordance with Intemational Financial Repaotting
Standaids { IFRS ) as adopled by lhe European Umon ( EU’)

Undet company taw the dieclors must not approve the finanuial slalements unless they are satished ihal they give a live and faur
view of the state of affans of the company and the financal performance and cashilows of the company for that year  In piepaning
these financial stalements the diueclors are requiied 10
+ select sunable accounting policies and than apply them consistently
+ make judgements and accounting estimates that aie 1easonable and prudent
o state whethe! n prepaiation of the financial statements the company has complicd with IFRS as adopted by the EU subject o
any matenal depatluies disclosed and explained in the Iinancial statements and
e piepare the accounts on the going concern basis unless il is ndppiopnale o presume thal the conipany will continue 1n
business

The diectors are tespensible for keeping adequale accounting 1ecords that are sufficient te show and explain the company's
transactions and disciose with reasonable accuracy at any tme he financial position of the company and cnabie them to ensuwre thai
the financial statements comply with the Compames Acl 2006 They aie also responsible (o1 safeguaiding the assets of the
company and hence for teking 1easonable steps 1oi the prevention and delection of fraud and othet rregulatiies

The dircclors are responsible o the mamtenance and integnty of the corporate and inancial noimation included on the company's
webste  Legislation 1n the United Kingdom governing lhe prepaiation and dissemination of the tnanciat statements may differ {rom

legisiation in other junsdictons
STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS
So far as the direciors are awaie, thare 1s no 1elevant audit infurmation of which the company's auditors are unaware and ihey have

taken ail the steps that they oughi to have taken as drectors n oidor (0 make themselves aware of any relevant audit infeimation
and {o establish that the company's auditors ate awaie of that information

AUDITORS
The audiors, Kingston Snuth LLP will be proposed for e appamtment af the forthcoming Annual General Meeting

CN BEHALF OF THE BOARD

NN 7

Dwedor

Date 30 Maich 2011




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
FORBIDDEN TECHNOLOGIES PLC

We have audied the fmancal statements of Ferbidden Teannologies Pic for the year ended 31 December 2010 which comprise the Statement of
Conpien-nshe Income the Slatement of Financial Postion she Statements of Changas n Equdy, the Statement of Cash Flows and the related
notes The tinancral reporting framework that has been applied 10 their preparalion s applicable law and International Financial Reporting Standargs
{t-115s) as acopted by the European Union and as applied 1t accorgance wilh the provisions of the Companies Act 2006

Thiy 12port 1s made solely to the company s members, as a body In accorgance with Chaptes 3 of Panl 16 of the Companies Acl 2006 Our audit work
nas been undertaken for no purpose other than 1o draw to the atteniion of the comipany's members those malters which we are requied o Include n
20 audiors raport aodressed lo thein Ta the fullest exient persulied by law wa da noL AGCEP! Of as5UME RSPONSIbNty 1o any party vlhés than the
con Ny And CoMpany s members as a body for our work for this repert, or for the opinions we have formed

Respective 1esponsibilities of directors and auditor
As cxplained more fully in the Birectors’ Responsibiliies Slatement set out on page @ the directoss are responsble for the preparanon of the iinancial
statements and for beng satisfed that they give a true and fair view Qur responsibility 1 10 audit and express an opinidn an the financial statements

In acrordance with applicable law and Internakional Standards on Auditing (UK ang Ireland) Those standards ragquire us to comply with the Auaiting
Practices Bodrd s (APB's) Ethucal Standards for Auditors

Scope of the audit of the finangial statements

Air audd involves obtainng evidence about the amounts and disclosurcs in the financlal stalements sufficient o give reasonable assuiance that the
ftnancial stalements ale free from matenal misstalement, whether causee by fraud or error This includes an assessment of whether the accounting
pohoes are appreor ate to [he company s carcumslances and have been consislenlly applied and adequately disclogsed the reasonablenass of
sigmilican accounting eshimates made by the directors and the overgll presentation of the financisl statements

Opiaion on tinancial staternents

I cur upion

. the financeal staterments gva a true aad fan view of the state of the company s affais as at 31 December 2010 and of the company § loss for the
year ther ended

. the company hinancial statements have been properly prepared 1n accordance wilh 1FRSs as adopied by the European thnion and as apphed in
accordance wih e provisions of the Companmies Act 2006 and

. the finaacial staternents have been prepared in accordance with the requirements of the Companies Act 2006

Opimion on other matters prescribed by the Compames Act 2006

In gut epinen

. the mfcrmation given in the Dueclors’ Report for the fingnoal year for which the financial siatemants are pregared s consistent with the findncal
staleme s

Matters on which we are requined to report by exception

We nave nattung 1o report in respact of the following matlers where the Companies Acl 2008 requires us to report to you i, 10 ouwr gpinion

. adequale accounling records have not been kepi by the company of relums adequate for cur audit have not been received from branches not
wisiet by us, ¢

B the company financial stalements are not (v agreement wilh the accounting records and eiurms or

. cerlan disclosures of direciers' femuneration spaciied by law are aol nade of

. we hava nol recevad gl the formation and explanations we require for our auvdit

c{aA.\I:~jfL'bL9
o%g‘:;jffe (Senwr bHtalutory Auditon}

o1 and on behall of Kingston Smith LLP Statutory Audilor

Chanered Accountants
Devonshue House

60 Goswell Road
London
ECIM /AD

Dale 30 Maich 201
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

STATEMENT OF COVPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2010

2010 2009
Notes £ £
CONTINUING OPERATIONS

Revenue 2 372 139 279826
Cost ol Sales (49 G27) (30,170}
GROSS PROFIT 322 512 249 656
Other eparating mcome 3 1965 1 000
Adnwustiative expenses L (516 529) (341.192)
OPERATING LOSS (192,052) (90 536)
Mnence cosls 5 (4,443) 12,519)
Fiance income } 5 GGh 115
LOSS BEFORE INCOME TAX G {195 B30) (92,940)
_Income Tax i ) 7 66 081 ) 36 261
LOSS FOR THE YEAR (129 749) (56,679)

107AL COMPREHENSIVE INCOME FORTHE
YEAR (129,749 {56 879)

Earnings por share expressed i pence pel
shaie 8
Basic continuig and lota!l operations (0 16pP) (007p)

-11-




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

STATEMENT OF FINANCIAL POSITION
31 DECEMBER 2010

2010 2008
Notes £ £
ASSETS
NON-CURRENT ASSETS
Intangible assats 9 557,294 381,748
Proneity, plant and equiprment 10 17 491 _ 17,882
574 785 399,630
CURRENT ASSETS
Trade and other recewvables 1t 210,856 133,885
Tax we.cetvable 50,461 36,261
Cash and cash cquivalents 12 1,023,611 211 225
e e - - .. 1284928 LR T
TOTAL ASSETS 1859,713 781,001
EQUITY
SHAREHOLDERS EQUITY
Callad un share capital 13 589 356 832 820
Sheic prennum 14 51006 479 3275655
Capial conubution 1eserve 14 125 000 125 000
Retained earnings ) 14 (4,214,109) (4,112,205)
TOTAL EQUITY ) 1,706,726 (78,730)
LIABILITIES
NON CURRENT LIABILITIES
Trade and other payables 15 . 785 000
CURRENT LIABILITIES
Trade and other payables 15 152987 N __ 74,731
TOTAL LIABILITIES 152,987 859,731
TOTAL EQUITY AND LIABILITIES 1859713 781001

The financial stalements wele approved by the Board of Duectors on 30 March 2011 and were signed on s behalf by

I RO S i
C B Sk
SB Streater - Duector
Ve
L
/é'// %

AMd-Siezk DHO,C{OI
6 K Hels,”
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2010

13

Capital
Called up Profit and loss Share cordnibution
shate capial accoum e leseve Tenal eqguity
£ £ £ £ £

Balance at 1
January 2009 609,300 (4 066,816) 2 996,375 125 000 (336 141)
Changes in egquity
lasue of shac
vapital 23 520 - 279,280 302 800
Shate based
paymenl 11,290 - 11,290
Total comprehensive
ncome . {56.679) L ) - . 156679
Balance at 31
December 2009 632820 (4,112 205) 3,275,655 125,000 {78,730)
Changes 1in eguity
lssue of shave
caphat 56 536 1830824 - 1 887 360
Puichase of aplions 5,000 - - 5,000
Share based
payment 22 845 - 22,845
Total comprehensive
income _ (129,749) - o _(129.729)
Balance at 31
December 2010 689 356 (1214,109) 5 106,479 125,000 1 708,726




FORBIDDEN TECHNOLOGIES PL.C (REGISTERED NUMBER 03507288)

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2010

Cash flows from operating activities
Cash generated from operations
Mnance cos s paid

Tax receved

Net cash hiom operatng acliviles
Cash flows from mvosting activities
Purchase of mtangible fixed assels
Purchase of tangie fixed assels
Interest receved

Nel cash flom nvesting activities
Cash flows from financing activities
Amount (tepard to) Fintoduced by doectors

Share 1ssue

Sale of shae options

Met cash fiom financing ac iviies
Ierease/{Deciease) i cash and cash equivalents
Cash and cash egrivaients at beginning of yea

Cash and cash equivalents at end of year

2010 2009
N N
| (109,469) (B7 65 1) |
(4 443) (7.810)
7 5188¢ 34320 |
(62 061) ©1,141)
(215 500) (221 563)
(18 078) (10,410)
565 115
(232 913) (231,858)
(785 000) 150 000
1 887 360 302 800
5,000 -
1 107 360 452,800
§12,386 159 BO1 |
2 211,225 51,424
2 1,023 611 211,225

14-




FORBIDDEN TECHNOLQGIES PLC (REGISTERED NUMBER 03507286)

NOTES TO THE STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2010

1 RECONCILIATION QOF LOSS BEFORE INCOME TAX TO CASH GENERATED FROM OPERATIONS
2010 2009
r £
Loss before ncome tay {(195,830) (82,940)
De piecianon chaiges 18 409 12274
Amoiisation chaices 39 654 17,768
Employee shaie option c osts 22 845 11 290
Finance cosis 4,443 2519
Fmance income 3 ) o o (86D) . I A h §4))
(110 784) (49 175)
Inciease i trtade and other recevables (76 971) (19,102)
(Deciease)/inciease w1 iade and other payables 78 256 (19374)
Cash generated from operations (108 489) (B7 651)

2 CASH AND CASH EQUIVALENTS

The amounts disclosed on the cash flow in 1espect of cash ang cash eguivalents are m 1espect of these balance sheet
amounts

Year enced 31 December 2010

31412110 1/1/10

L £

Cash and cash eawnvalents 1,023,811 211,225
Yeal ended 31 December 2009

31/12/09 1109

£ £

Cash and cash eguivalents 211225 51,424

The notes forim part of these hnancadl statements
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507236)

NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED 31 DECEMBER 2010

1 ACCOUNTING POLICIES

Basis of preparation
The financiat stalements of the company have been prepaied w1 accordance with Inleinatonal Financial Reporting

Standards (IFRS) as adopted by the Ewopaan Union IFRIC mteiprelabions and the Companies Act 2006 as applicable to
comparies reporting under IFRS These accounts have been prepared unda the histoncal cosl convention

Now and Revised Standards

Standards m effect 1n 2010 adopted by the Company
The following standaids, imeipretalions, anc amandments (o slandards have been adopted n the financial statements

Standaids m effect in 2010

The following stanaards, nlerpretabons and amendments {0 standards have been adopted 0 the financial statements for

the fust ime None had any impact en the Company 1esults o financial pos:lion

. IFRS 3 (2008) Business Combmatons' (Revised) 1AS 27 (2008) Consohdated and Separate Financial Statements
and 1AS 28 (2008) investments in Associates These standaids, effective for acquisitions laking place n accounting
penods begmimg on ot afler 1 July 2008 have mtroduced a number of changes in the accounting for business
combxnations whan acquining a subsidiaty o an associale

The foliowing new and amended slandards and interpielations are mandatory for the fust tme for the fmancial year
hegiung 1 January 2010 but not cuniently relevant to the Company (although they may affect the accounting for future
ttansaclions ant events)

. IFRIC 17 Distnbudion of non-cash assets to owners (effeciive for penods heginming on o after 1 July 2009)

. IFRIC 18, Tiansfers of assets fiom customers' effective for vansfer of assets receved on o afier 1 July 2009

. IFRIC 9 Reassessment of embedded denvatives and 1AS 39 Financial instruments Recogmilion and measwement’,

effective 1 July 2009

. IFRIC 16 Hedges of a nel investment i a faregn operation’ effective 1 duly 2009

. IAS 1 (amendment), Piesentabon of financial stalements’ The amendment clanfies thal the potential setllement of a
liahility by the 1ssue of eyuity 1s not 1elevant to its classification as cunent o non cuient

. iAS 35 (amendment), Impanment of assets', effective 1 Januaiy 2010 The amendment brings the standard m hne with
IFRS 8 Opesaung Scgmenls’

. IFRS 2 (amendments), Gioup cash settled share-based paymert transactions, effcctive form 1 Januay 2010 The
amendment clanfies accounting foi shaie-based hansactions between gioup entilies

. IFRS 5 (amendment), Non-ciirenl assets held for safe and discontinued operations  The amendment clarifies

disclosures 10 be made i respect of disposal groups

[FRS in 1ssuc but not apphed in the curent financial stalements

The following IFRS and tFRIC Interpretations have been issueo but have not been applied by the Company i preparing
these nnancial slalemenis as they ae not as yet effecive The Company miends o adopi these Standaids and
Interpierations when they become efiective 1ather than adopt them eaily

. Revised IAS 24 (1evised) Related party disclosures efiective 1 January 2011

. IFRS 9, Financialinstrements’ effective 1 January 2013

. ‘Classification of rights ssues’ (amendment to 1AS 32), effective 1 February 2010

- IFRIC 19 'Extinguishing financial iabikbies with equity instruments’, effective 1 July 2010

. Prepayments of a munimum fundig requirement (amendments to IFRIC 14), effecive 1 January 2011

. Improvements lo IFRSs (May 2010}

A number of IFRS and IFRIC interpretations are also currently m issue which aic not jelevant for the Company's aclivities
and which have not therefoie been adopted wy reparing these financial slatemenis

Revenue recogmtion

Revenue repiesenls the amounts (excluding value added {as) denved from the provision of goods and services 1o
customers For the supply of cquipment and maintenance chaiges, {urnover 1s recogised at the tume of invoiuing and
mvoices are raisee upon the completion of the services provided or Lhe detivery of equpment  Revenue denved from the
gale of FORscene liccnces 1s tecognised on an acLiuals basis over the hfe of the icence  Revenue relating to thal
propoiion of the cence faflimg afier the yea) end 1s licated as defeired revenueg

The notes {onn part of these nancial statements
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FORBIDDEN TECHNQI.OGIES PLC (REGISTERED NUMBER 03507286)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR £ENDED 31 DECEMBER 2010

Segmental repotting
The Company's products are debvered thiough an ntegraied weh-based platform and the Board manages the business as

a sngle busmness segment  In accordance with IFRS 8 information 1s presenied based on the way in wiuch financral
informaton 1s reported witernaily 1o the chief opeaung decisien maker and thaiefore the diectors do not consider 1t lo be
meanmgful to analyse the lcss before taa o1 the Company's net assels furiber

Information regarding geogr aphical 1evenues s disclosed in note 2 to the financial statements

Property, plant and egquipment
Depreciation =5 provided at the following annual 1ates n cider to wilte off gach assel ovar its estmaoted usefud ife

Leasehold improvements - over the lease term
Fixtures and fithngs - B0% on cost
Compuier cyguipment - 50% on cost

FProperty plant and equipment are slated at purchase cost less accumuiated depreciation

Financial instruments

Fnancial nstiuments are classified and accounied for aceoiding (o the substance of the contraciual anangement, as either
fmancial assets, financial iabilities or equity nstruments — An equity strument 18 any contract thai ewdences a residual
inteiest in the assets of the Company after deducung all of #s labiiies

Cash and cash eguivalents

Cash, for Jie puiposes of ihe cash flow slatement comprises cash i hand and deposils repayable on demand  less
overdialts payable on demand  Liquid 1esources are cuirent assel mvestmenis which are disposable wilhoul curtailing or
chsiuphing the business and are eidher 1eadily conveitibie into known amounts of cash ai, or close 1o, their carrying values or
trzded n an active matke,  Liguid resources compise term deposits of less han one yeal

Trade and other iecewvables
Tiade and other recavables do not carny any mierest and aie sialed at then nomimal value as reduced by appropriate

atlowances for estimated (rrevocable amounts

Trade and other payables
Trade and other payables arc rccogrised for amounts to be paid in the fulure for goods o setvices tecewved, whether or not

billed to the Company The amounts are unsecured non interest bearng and are stated at cost

Fmancial kabihbies and equily
Fingncial instiiments 1ssued by the Company aie teated as equiy (re formeg part of shareholdets' funds) only to the
extent that they meet the following two conditions

a) they inchide no contiaclual ohhigatons upon the Company lo deliver cash o olher financial assels ot to exchange
Iinancial assets o1 financial habiiies with another party under conditions that are potentially unfavourable io the Company
zind

i3 where the insttument will o1 may be settied in the Company s own equity nstruments 1L1s either a nen-denvative that
nciudes ne obligalion to deliver a vanable number of the Company's own equity instiuments ot 15 a deuvative that will be
setlled by the Company exchanging a fixed amount of cash or othel financiat assets for a fixed number of its own equity
Mstruments

To the extent that thus defimiton 1s nol met the proceeds of issue are classified as a financial hahilily Where the mstrument
so classified takes the legal form of the Company s own shaies, the amounts presented in these hinancial siatements for
called up share capial and share grenuiim account exclude amounts it relation to those shares

Al the balance sheet date the Company had no such financial instiuments

Finance payments associaled wilh financial habiiies are dealt wah as pait of interesl payable and sinvlar charges Finance
payments associated with financial instruments that are classified as part of shareholders’ funds (sec dwidends policy), are
dealt vath as appiopniations in the reconciiation of movements in sharehoiders' funds

The notes form pant of these fmanoial statements
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FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

ACCOUNTING POLICIES - continued

Taxation
Cunent taves are hased on the results shown 11 the finanuial stalements and aie calcutated according o tocai tax 1uies

using iax rales enacled or substantially enacied by the balance shecl date

Defered ta« 1s 1ecognsed without discounting, 10 1espect of att iming differences between the treatment of certain tems for
taxation and accouniing puposes which nave ansen bul not teversed by the balance sheet date

Defered lax assets se only 1ecogmsed ta the exient that it 1s possible that futw e taxabte profils will be available againsl
which temporary diffarences can be utiised

Intangible assets
Expendilure on research 1s witten off iy the yeai m which it s incuned

Nevelopment costs are also charged lo the shcome statement in the yeal of expendilure except when individual prejects
salisfy 1he following critena

- the projec is clearly defined,

-satated expenditure s separately dentfable

- the project 1s technically feasible and commerciatly viable

- cuirent and futuie costs will be excecded by futtie sales,

- adequate resow ces exist for the project to be completed

I such citcumstances the Losts aire calned forward and each years cosls will be amorlised on a slraight kine basis ovet a
period of 10 yeais

Forergn cuirencies
Assets and habiliies in foreign cuirencies are transiated into sterling at the rates of exchange ruling al the balance sheet
date Tiansactions w1 foreign curiencies ae liansiated nto sterhng at the 1ate of exchange uhng at the gale of transaction

Exchange differcnces ale taken into account in arnving al the operaling 1esul

Hire purchase and leastng commitments
Rentals paid under operating leases arg chaiged o the pofit and loss account on & shiaight Iine hasis over the penod of the

lease

Share hased payments

The share option piogiamme allows employees la acquire shares of the Company The fawr value of equity settled though
the opltons 15 1ecogised as an employce expense with a conesponding increase In equity The fan value 1s meénswed at
giant date and spiead over the pesied dunng which the emplayees hecome uncondiionally entitled to the options The tau
value of the oplions gianted 15 measured using an oplion picing model, taking inlo account the terms and condilions upon
which the oplions were granted The amoum secognised as an cxpense 1s adjusled o 1eflect the actual numbe of share
options (hat vest except where forfeitui e 15 only due {o share prices not achieving {the thveshold for vesting

Government grants
Grants tom the gavernment die recogiused of thew face valug where there 1s a reasonable asswance that the grant wall be

receved and the company will comply with all aitached condiions

Government gianls elaling to costs are defened and 1ecognised in the ncome slatemenl over the period necessary to
mateh them wath the costs thal they are imended to compensate

Critical accounting judgements and key sources of estunation and uncertainty

The prepatation of financial statements i conformity with geneially accepled accounting pracuce reguires management o
mmake estimales and judgements thal affect the 1epoited amounts of assets and habililies as well as the disciosure of
contingem assels and labiliies at the Statement of Financial Position dale and the 1eporled amounts of tevenues and
expenses dunng the reporiing period

Estimates and judgements are continually evalualed and aie based on histoncal expenence and othed {aciors including
epectations of future evenls that are belicved to be teasonable under the crcumstances  Estimates have been used

prncipaily when determining the probable economic benetits o be denved from development erpenditure and therefore
whelner those costs should he capitatised or whether thete 1s subsequent evidence of impairment

The notes form parl o these financiat statemenls
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2

SEGMENTAL REPORTING

Turnover represents exteinally genelalcd amounts (excluding vaiue added 1ax) denved fiom the prmecpal actvily and has

heen eained fron the following geographic aleas

2010

£

UK 138,33%

North Amersica 233 800

Asia .

Total 37211319
An analysis of the Company's signific ant calegones of revenue is as follows

2010

£

Softwae 313,184

Suppont 6,350

Haidvsare 41,230

Consuitancy o 1,375

372139

Dunng the year sales o onag cusiomer actounted for more than 10% of the folal tumover

OTHER OPERATING (NCOME

Durng the year the company recaived a government granl of £1 915 (2008 £1000) which subsidised the cost of

attendance at an inlernalional trade fan

EMPLOYEES AND DIRECTORS

2019

2

Wages and salaries 334 065
Social security cosls A 31,900
365,965

2009
L

(1,659
216,637
2,530

280,826

2009
£

255 611
3,008
19 320
2,797

280 826

2009
£

203 803
29,710

323,513

Aster capilahsation i 1espect of developiment costs the following amounis wele charged diectly to the Statement of

Comprehensive Income

2010

[N

Wages and salanes 170,14%
Social securty cosis . i 14,676
184,820

The nowes (orm pan of thase inancial statements
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EMPLOYEES AND DIRECTORS - continued

The average monthly number of employees duting the year was as {ollows

Managcment
lechnicat

Marketing

Duectors' 2nd key managemaent petsonnel remuneialion

VJ Steel
3B Streater
PJ Madden
GB Hust

DP Man

NET FINANCE COSTS

Finance mcome

Deposit account inigrest
Finance costs

Other inlerest payabie

Mel finance costs

LOSS BEFORE INCOME TAX

The loss before meome fax s slated after chaiging/{ciediing}

The noles form part of these Inanceal statements
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2010

10,000

16,667

52749

1,200

80,616

2010

&
o
o

4 443

3,778

2009
£

i2

2009

10,000

18,667
42 508
1,200

70 375




2010 2009

£ £
Other opeiating leases (21,200) (21 200)
Foreign exchange chiferences 5050 {6,959
Reseaich and development {20,166) {20,58%)
Auditors remunaiahion {14 500} {15,550)
Auditor s remuncialion — non audt - taxalion (2 225) (2,000)
Auditors’ remuieration — non audil -~ all other services (5 750) (3 142}

Earmings before interest, taxation, depreciation and
amortisation i {133 829) (60,464)
Depicciation — owned assets (18,469) {12 274)
Development cosls amoitisation R i} .. {39954 . (17 708)
Operating loss {before intesest and taxation) (192.052) {90 53G)

7 INCOME TAX
Analywis of the tax credit
2010 2009
£ £
Cuwrent ax

Tax cradi 50,461 36,261
Additional tax recet relaled to puo year ) 15620 -
Total tax credit 1 mcome statement GG 081 36,261

The notes foan pan of (hese financial siatemerts
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INCOME TAX - continued

Factors affecting the tax charge

fhe tax assessed for the year I1s lowar than the slandaid 1ate of cotporation tax :n the UK The aifference s explained

helow

Loss on ordinary activiies before tax

Loss on ordmary activities muttiphed by the slandard
rate of coiporation ax in the UK of 21% (2009 - 21%)

Effects of

Expenses not deducibte tor tax
Adjustment for provisians
Capnal allowances in excess of depreciation
Tax lossos

Addwonal rehef for R&D expendituie
Eflect of tax 1ate on credit
Capntaliscd development costs
Emptoyee share oplion cost

fotat ncame tax

Tax cffects 1elating to effects of other
comprehensive income

Gross

Employee share option cosl {22 B45)
Ordinary share 15sue - 1,830,824
1,807,979

Gross

Employce share option cost (11 290)
Ordinary shate issue 279.280
267 990

2010
£
(196 530)

(41271)

32 455
(32 439)

25231

(504G 1)

2010
Tax

2009
Tax

2009
£

(82 940)

(18 517)

1,650
(974}
29
18,801

(33.352)

(30 261)

Net
(22 845)
1,830,824

1807 979

Net
(11,290)
279,260

267 990

Tax losses of approximaltely £4 200 000 (2000 3 80C 000) are availlable to relieve against fuluie profis of the Company

INCOME TAX - conunued

Uniecogmised defened lax assets

2010

The notes farm part of these kinanciat statements
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£ L

Depreciation m oxcess of capial allowances 11221 15 306
Tax losses carned forward 889,910 799 215
a01 131 814 521

In accordance wrh IAS 12 the defeired lax assets have ot been iecogrsed due to the uncertainty of the tnmieng of fulure
taxanle profits 10 enable iecovery of these assets

EARNINGS PER SHARE

Basic eainings por shaie s calcutated by dividing the profit atinbutable to equity holdars of the company by the weighied
average number of oidinary shares In issue duning the year excluding equdy shares held by the company's Employee
Share Owneiship Plan

2010 2009
[.ows atinbutable (o eguity holders of the company (£) {129 749) (56 §679)
Weighied average number of ordnary shares in issue, i 8120560612 . T7,286,5M
Basic earnings pel share (pence pet share) (016p) (0072

Diluted earmings per share s calculated by adjusting he wesghted avcrage nunher of ordnary shaies in 1ssue o assume
the conversion of all dilutive potential ordinary shares The company's dilutive pelential ordinary shales anse fiom share
options  The share options calculation 1s peiformed 10 deteiming the number of shares 1hat could have been acquired at
fan value based upon the monetary value of the subschption nghts altached 1o the oulstanding shale oplions

2010 2009
Loss used to deleinune diuled eainngs per shaie (£) (129,749) {56 679)
We:ghtled average number of oidinary shares i issue 81,205 612 77 306 541
Share oplions s < i 1 4211 S 8,636,250
Weighled average number of ordinary shares used o
deternune diluted garnings pel shaie . 89 381862 X _ 86,032,791
Diluled earnings per shaie (pence per share) (0 15p) (0 07p)

As can he seen from the above table dunng the year ended 31 December 2010 the potentially dilutive ordinary sharcs were
anti-difutive secause the company was [0ss-making As a result, earnings per share as presented on the ace of the mcome
statement is sfrovin as a singte figuie

The notes formn part of these hinancigl statemenis
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g INTANGIBLE ASSETS

Development costs

COSsT

At heginung of yea
Addiions

At end of year
AMORTISATICON

At heginning of yeal
_Amortisation for year

At end of yea
NET BOOK VALUE

At end or yeat

10 PROPERTY, PLANT AND EQUIPMENT

cOosT

Al 1 January 2010

At 31 December 2010
DEPRECIATION

At 1 Januany 2010
_Charge fo year__

AL 31 December 2010
NET BOOK VALUE
At 31 December 2010

Al 31 December 2009

2010
399546
_ 215500
. 615046
17,798
A _ ) . 39,954
57752
557 294
L.easehold Fixtures and Computer
mprovemenis fitings equipment
£ £ i
21127 24 075 195,025
. - L __ 509
21,127 24,075 200,118
8 450 24 07hH 189 820
4,225 A R A £
12,675 24075 197, 571
8,452 - 2 547
12 677 - 5205

The notes form part of these financial statements
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2009
£

177,983
221,563

.. 399.548

7788

17 798

381 748

Chent-facing
I equipment Totals
£ N

- 240 227
12 986 18,078

12 986 258 305

- 222 345
G403 18469

6,493 240,814

3,493 17 491

- 17,882
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I

12

PROPERTY, PLANT AND EQUIPMENT - continued

COST

AL T Janyaly 2009
Addions

Al 31 Decemmber 2009
DEPRECIATION

At 1 January 2008
Charge for year

At 31 Decomber 2009
NET BOOK VALUE

Al 31 December 2009
Al 31 December 2008

TRADE AND OTHER RECEIVABLES

Current

Trade deblots

Less piovision for doubtful iecevables
Other debtors

Taxation and social securty

Propayments and accrued mcome

Leasahold

mplovemneits

21,127

21,127

4220
4,225

8,450

12,667

16 ¢02

Fixtures and
itfings
£

24 075

24,075

24 075

24,075

2010
N

126 509
(1.500)
58 223

2 840
24804

210,856

Comptter
egupment
£

184,615
10 410

195 025

181,771
8049

189 820

Included in other debiois 15 a rental deposit of £15 900 (2009 £15 900) which 1s subjecl o a chaige

CASH AND CASH EQUIVALENTS

Bank accounts

2010
£

1,023 611

The netes form pait of these financial stotc ments
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Totals
e

229,817
10410

240 227

210071
12 274

222,345

17,882

19 746

2009
£

93610

16,468

133 8856

2009
L

211,225




13 CALLED UP SHARE CAPITAL

2010
£
Authorised
125 000 Q00 ordinary shaies of 0 8p each 1,000,000
(2009 125 000 000 ordinary shaies of O 8p cach)
Allotted, called up and fully paid
86,169,500 ordinary shaires of 0 8p gach 5669 356

(2009 79 102,500 ardinary shaies of 0 8p each)

2009

1 000 000

G632 820

NDunng the year ¥ 067 000 ordinary shares of £0 008 were allotied as fully paid at an average premium of £0 259087 pes

share
During the year the Company issued 1,610 D00 share optiens under the teims of the share option schemes

The ducetors held the follovang oplions to subscribe for shaies m the Cormpany

o Class of share At starl of yeal
VJ Steel Crdinaly shares of 0 8 pence 1 320 000
DP Mamn Ordinary shares of 0 § pence 370,000
GB Hirst Ordinary shaires of 0 8 pence 505,000
PJ Madden Ordinary shates of 0 8 pence 195 000
14 RESERVES
Captal
Retamed Share contibution
ealnngs prenuum 1eseve
L £ £
At January 2010 (4 112 205) 3,275,655 125 000
Deficit for the yeat (129 749)
Sale or shaie options 5 000
Cash shaie igsue 1,830,824
Employee shaigoptiencosts 22845 e -
Al 31 December 2010 (4,214,109) 5106,479 125,000

The capital contnbution 1s a distnibutaile 1eserve which was created pnoi to the Company's flotation

The notes tann pan of these financial stalements
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At end of yeal

1220 000
470,000
805 000

320 000

Totals

£

{711 550)
(128 749)
5,000

1,830,824

-..22.845

1017 370
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TRADE AND OTHER PAYABLES

2010 2009
Cunent i £
Trade weditors 28 529 24,830
Social secunty and olher faxes 75,263 7973
Other ueditors 7.573 974
Acaiuals and defened imcome 41622 i 40,904
152 987 74,731
Non-curient
Ouwector s loans - 785,000
LEASING AGREEMENTS
Muumaim icase payments undel non-canceliable operaling leascs fall due as follows
2010 2009
£ £
Setween one and five years 42,400 63 600

FINANCIAL INSTRUMENTS

The Company's financial nstiuments compnse tade deblors trade cieditors, cash and hquid assets

The Company has not enteled into any derivative or other hedging insiruments

The Company's policy 1$ to finance its operation and expansion through the 1ssve of equity share capital

Financial assets comprise cash al bank and in hand and cunent asset invesiments Fiancial assets and financial iabilihes
exclude short-term debtors and creditors  1he fawr value of the financial assets and financial habihtes are not matenally
cifferent fiom their cairying values

Interest rale sk
Cash balances atlract a floating 1ate of interes! The direclo:s review terest payable and ieceivable on an engoing basis 1o

assess the Company's nsk relating 1o changes mntetest 1ales

Ligguadny nsk
All financial sabilites at the year ena fail due in one yea or less Al the year end the Company had ne matenal undrawn

committed borrowing facties
1 he Conpany reviews 1ts fulure woiking capial requitements on a monthly basis

Forewgn cuirency risk

Tne Company enlers inlo tansactons n the UK, Cwrope and North America and s exposed lo cuitency fluctuations n the
exchange 1ates for these regtons although most of is overseas ransactions are denaminated in sterling The Company
does not cuirently hedge agamst foreign cunency nsk smce the dicclors feel lhat at cunent levels of mcome and
espenchiure the nsk 1s low and its effect does not matenally influence the Company’s working capital position

The directors review foreign exchange moveincnts on #n ongoing basts {0 assess the Company s nisk refating to changes in
ioreign currency exchange rates

Credit sk

Credit sk 15 the nsk of financial loss o the Company  a customer o counterpartly to a inancial msirument fals o ineet its
ront:actual ohligation and anses puncipally from trade debtors

The Company's exposuic 1o aredt nsk 1s nfluenced mamly by the individual characlensiics of each customer There are 2
customers that individually represent more than 10% of the liade deblor balance In order 10 manage credit 113K the ageng
of the balances 1s teviewed regularly by the credit contiotle) and mis aie set for cuslomers with a poor payment history
RELATED PARTY DISCLOSURES

Mirectors' loans mchided the following balances

The notes form part of these inancial statements
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31 Decembe 2010 31 December 2009

£ £

5B Stiedler - 706,500
VJ Steel i - 78,500

- 785,000

On 5 june 2007 the Company eniered inlo an agrecment with (wo of its duectors (SB Stieater and VJ Steel) to provide
additional funding 1 order 1o meet ts shor-term working capital lequuements  These foans were repaid dunng the course
of the year IMeiest of £5 097 (2009 £2,529) was paud on the loans duing the yeat

19 POST BALANCE SHEET EVENTS

Since the balance sheet date the following movement of the non-employee share oplions has {aken place

Maiket
prce on
Excicise date of Expiry
Granted Exercised Lapsed Date price exeicise Balance date
£ £
RSV Lid 250 000 - 26101111 024 0335 240 000 2610711
RSV Lid - A0 000 - 28/01/11 024 0335 200,000 26/07/1

20 ULTIMATE CONTROLLING PARTY

The ulimate coniroling paty of she Company 1s $B Streates by vitue of ius shareholding

The notes form parl o1 these inancal statements
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21

SHARE-BASED PAYMENT TRANSACTIONS

lhe Company believes that shale ownership by execuiwve dieclors and key siall sttengthens the Nk belween then
peisonal nterests and those of the shaicholders 1 theiefore operates hoth an appioved and an unapproved shae opuon

scheme under which options have been g anted

For all oplions, the a»elcise pnce 1s the maikel value of the share at the date of the grant On each occasion, oplions aie
granted ad hominem o selected employees and duetlors Ophions vest thiee years afler {he date of grant on condition that
the recipient 1s suli an employee of duector of the Company Oplions are exercisable wilhin seven yeas of vesting All

cplions are equily settlec

Numbel of shares for
which nights aie

Exelcuse Date Range of dates exeicisable at
nrice () granted oxertisable 31/12/2010
Unappreved

2175 02/10/2000 02/10/2003-02/10/2010 -
0825 30/03/2001 30/03/2004-30/03/2011 50 000
0625 19/04/2001 19/04/2004-19/04/2011 50,000
0255 21/09/2001 21/09/2004-21/09/20114 493 750
0475 04/04/2002 04/04/2005-04/04/2012 412,500
0215 04/10/2002 04/110/2005-04/16/2012 487,500
o3 08052003 08/05/2006-08/07/2013 306 534
085 06/10/2003 06/16/2006-06/10/2013 447,884
036 04/05/2004 041052007 04/05/2014 512,500
038 30/09/2004 30/09/2007-30/09/2014 534,359
022 25/04/2005 29/04/2008-286/04/2015 577,728
026 0G/092005 0G/09/2008-06/08/2015 612,500
023 06/05/2006 Q9/05/2008-09/05/2016 362,500
0135 270712007 27107:2010 27/07/2017 65000
0085 18/06/2008 18/06/2011-18/06/2018 355000
D24 253/08/2009 25/08/2012-25/08/2019 164000
016 05/07/2010 05/07/2013 05/07/2020 700000
036 051112010 05/11/2013-05/11/2020 762451
Approved

0255 21/09/2001 21/09/2004-21/08/2011 50000
0475 0440472002 04/04/2005-04/04/2012 20,600
0215 04/10/2002 04/1042005-04/10/2012 5000
031 08/05/2003 08/05/2006-08/05/2013 155 966
085 06/10/2003 06/10/2006-06/10/2013 44616
035 04/05/2004 04/05/2007-04/05/2014 70 000
039 30/09/2004 30/09/2007-30/09/2014 58 141
022 29/04/2005 29/04/2008-29/04/2015 28772
026 06/09/2005 06/09/2008-06/09/2015 15,000
023 09/05/2006 09/05/2009 09/05/2016 5,000
0135 2710712007 27/07/2010-27/07/2017 40 000
D085 18/06/2008 18/06/2011-18/06/2018 145 000
024 25/08/2009 25/08/2012-25/08/2019 105,000
03 051172010 05/11/2013-05/11/2020 47,569

The neles form pait of these inancial slatements
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Numiyer of shares for

which nghts aie
exercisable al
3171242009

200,000
50 000
50 000

643 750

412 500

487 500

306 534

447 884

512 500

534, 369

577 728

612,500

362 500
65,000

355 000

185 000

50 000
20 000
5,000
185,966
44 616
70 000
58 141
28772
15 600
5 000
40 000
145 000
155 000




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THIE YEAR ENDED 31 DECEMBER 2010

21 SHARE-BASED PAYMENT TRANSACTIONS - continued

The numbel and waighted aveiage exeicise prices of share options are as follows

Outstanding at ihe beginning of the penod
Granted during the penod

Folfeited duning the petsod

Exerased duning the penod

| apsed dunng the penad

Qutstandmg al the end of the penod

Exercisable at the end of {he penod

2010

Weighted
average oxarcise

puce {£)

0365

0261

018

026

21756

030

0334

2010

Numbar of
options

6 576,250
1 610,000
150,000
150 000
200 000
7,686,200

5 406,250

2009

Weighied
avelage exercise
prce (£)

037

0 240

0 365

0401

2009

Nuinber of
oplions

6,256,250

320,000

The options oulstanding af the year end have an exercise piice i the range of £2 175 1o £0 085 and a contactual ife of ten

years

The fair value of services recewed in return for shaie oplions granted are measured by 1eference to the fan value of share
options granted The estmale of the far value of the services recewed 15 measwed hasced on a Black-Scholes

approximaton model

The management estimate tor ime flom grant to exercise 1s four years based on the volaulity of shares The contiactual Ife
ol ophons 1N Issue 1s ien years Management also estmate that 50% of the options will tapse Volauhty s based on daily
share prices since floatation exclcing the st month of trading, and compaied Lo the volatiity of companies conducting

broadly comparable activiies

Details of the vatuation of the share options granied in the cunent and priot year are as follows

Expected votatiily (expressed as % used
i the modelling under Black-Scholes
modef)

Option bfe {expressed as weighted
average life used in the modeling under
Blach Scholes madel)

Expectod drdends

Risk fiee Interest 1ate (hased on nationat
government bonds)

Weighied average fair value of options
granted

Weighted average share pnce

Exeicise price

_ Approved

2010

Q2%

3 69%

0 1506
C24

024

2009
Approved

92%

0%

369%

01506
024

024

The notes form pasl of these fnancal statements
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2010

Unapproved

Q2%

4

0%

3 69%

0 1506

Q24

024

2009
Hnapipoved

92%

0%

3 69%

01506

024




FORBIDDEN TECHNOLOGIES PLC (REGISTERED NUMBER 03507286)

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2010

21

SHARE-BASED PAYMENT TRANSACTIONS - continued

The oxpecled volalility 15 based on the histonc volatiity (calculated based on the weighted average remaining life of the
share oplions) adjusted for any expected changes to fule volakiity due to publicly avaiable information

Share options ate granted under a seivice conditon Such conditions are sol taken into accountin the grant date fan value
measulement of the services receivea There are no market condibtons asscciated wilh the share option grants
The total expenses 1ecogrised for the petiod ansing hiom share based payments are as follows

2010 2009
£ £
Equity seitied shale based payments 22845 1t 290
Disclosure of movement 1n non-employee shate options
Average
market
price on
Af stait of At end of Exercise date of
year Granted Exelcised Lapsed year price CXCICISE Expuy date
N £
{1ps 2 080 000 - 2 060 000 - - 12 017 27107190
RSV Lid E 500 000 10 000 - 490,000 024 0 295 26/07/11

1he notes form part of these financial siatenients
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