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Recent Price: $23.46
Market Data

Market Capitalization (bln) $2.25
Enterprise Value (bln) $2.25
Fully Diluted Shrs Outstnd (min) 96.1
Float (min) 249
Ave. Volume (3 month) 712,000
Institutional Ownership 20.5%
Insider Ownership 51%
Exchange NASDAQ
Balance Sheet Data

Shareholders’ Equity (mn) 432
Price / Book Value 5.2
Net Cash (Debt) (000s) 230
Working Capital (000s) 340
Long-term Debt (000s) 0
Total Debt to Capital 0
Margin Analysis 2004A 2005E 2006E
Gross Margin (%) 65.8% 63.5% 64.0%
Operating Margin (%) 38.0% 50.2% 50.6%
Net Margin (%) 48.5% 41.7% 37.3%
EBIT Margin (%) 38.0% 50.2% 50.6%

Company Contact Information

209 Fair Oaks Ave.

South Pasadena CA 91030
Phone: (626) 799-8090

Fax: (626) 799-8996
http://www.cogentsystems.com/

IR Contacts:

Chris Danne

Rakesh Mehta

Cogent Systems Investor Relations
c/o The Blueshirt Group

130 Battery Street, Suite 500

San Francisco, CA 94111

Phone: (415) 217-7722
investors@cogentsystems.com

Summary and Investment Thesis
e COGT Reports Operating EPS of $0.22, Exceeding Consensus
Expectations By $0.05
Cogent reported EPS from continuing operations of $0.22, an increase of
120% from the same period a year earlier. On a GAAP basis the Company
reported EPS of $0.21 per diluted share. Both measures exceeded the
consensus expectation and our estimate. While EPS and gross margin camein
well above expectation and the prior quarter levels, a variety of factors
contributed to revenue coming in below expectations. “Lumpiness’ in revenue
is not new for COGT and we believe underlying momentum continued in the
quarter. We maintain our Buy rating and a $32 price target based on our
belief that shares could trade at 35X our FY 2006 operating EPS estimate of
$0.91.
e RevenuesIncreased 64%
3Q-05 revenues were $38.4 million, up 64% annually from revenues of $23.4
million in the year ago period. GAAP Net Income for 3Q-05 was $20.1
million, or $0.21 per diluted share. This compares to GAAP net income of
$20.4 million, or $0.29 per diluted share, in the year ago period which
included a net tax benefit of $11.6 million.
e New Contract Wins+ Higher Deferred Revenue = Greater Visibility
The combination of recent new contract wins and outstanding growth in
deferred revenue during the quarter give us additional confidence that the
Company continues to gain traction and is solidly established as a leader in
the AFIS space. Not only does the company have a solid balance sheet with
nearly $370 million in cash, it also has a strong order backlog estimated to
exceed $130 million.

Review & Estimates, In mins except per share data (fiscal year ends Dec.)

FY2003A FY2004A FY2005E FY2006E
Revenues $32.2 $87.7 $162.6 $236.3
EBIT 10.4 33.3 81.6 119.6
Net Income 9.2 42.5 67.8 88.1
EPS Full Year-Diluted 0.14 0.38 0.72E 0.91E
Operating Cash Flow 19.8 58.4 81.6 119.6
P/E 167.6Xx 61.7x 32.6x 25.8x
EV/EBIT 240.4x 75.0x 30.6x 20.9x
Q1 EPS 0.00 0.08 0.12A 0.20E
Q2 EPS 0.01 0.10 0.17A 0.21E
Q3 EPS (0.02) 0.29 0.22A 0.24E
Q4 EPS 0.14 0.09 0.20E 0.26E

Cogent is aprovider of automated fingerprint identification systems (AFIS)
and other fingerprint biometrics solutions to governments, law enforcement
agencies and other organizations worldwide.

Please see analyst certification and required disclosures on page 4 of this report.
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Highlights of the Quarter

e Cogent reported EPS above expectation and very strong growth in deferred revenue which somewhat compensate for
a dight revenue shortfall compared with consensus expectations. The street had been expecting revenue of
approximately $42 million and operating EPS of $0.17. 3Q-05 net revenues were $38.4 million, a 64% increase over
net revenues of $23.4 million in the same period a year ago. Operating EPS came in $0.05 above consensus at $0.22,
up 127% annually. GAAP net income for 3Q-05 was $20.1 million, or $0.21 per diluted share. This compares to
GAAP net income of $20.4 million, or $0.29 per diluted share, in the year ago period which included a net tax
benefit of $11.6 million, resulting primarily from the termination of the Company's S corporation tax election. 3Q
results include non-cash items totaling $1.3 million related to the amortization of stock-based compensation.

e The Company continues to be included in virtually all competitive opportunities for large Automated Fingerprint
Identification Systems (AFIS) implementations worldwide. On the call management discussed recent contract
awards that add visibility to COGT’s competitive strength. COGT was awarded an initial order to install a national
AFIS for the Royal Canadian Mounted Police's (RCMP) Real Time Identification (RTID) project. COGT prevailed
after rigorous independent testing that showed COGT' s high performance and ability to provide a seamless, accurate
and timely system which can support large databases.

e Management also discussed two other recently awarded multi-million dollar contracts. The first is a contract to
install an AFIS for Puerto Rican law enforcement with advanced features including faster response time, more
accurate identification and the ability to search additional fingerprint records. The second is an award from Holland
for the delivery of a national fingerprint identification system for visitor monitoring. This AFIS will tie in with the
EuroDac system and is planned to be linked into the future EU-VIS program.

e Significant customers mentioned on the call as contributing to revenue during the quarter included the Department of
Homeland Security, Venezuela, Los Angles County, Italy, Fresno, CA, San Joaquin County, and Pay By Touch.

e We view the balance sheet as generally strong with most key metrics well within appropriate ranges. Days Sales
outstanding (DSO) are a little elevated for our taste but not to alevel that raises significant concerns given the large
increase in deferred revenue in the quarter. DSO increased 13 days to 83 from 70 in the prior quarter. Cash and
investments are now nearly $370 million, with cash increasing $53 million in 3Q. Deferred revenue jumped $20
million, an increase of 64% from the second quarter, which is largely attributable to contract revenue from the
National Electoral Council of Venezuelabeing pushed out.

Risks

Cogent has derived a significant portion of revenues from a limited number of customers; timing of revenues is unpredictable
and can vary significantly from original expectations. In addition product mix and timing can cause fluctuations in margins
and profitability in any given reporting period. Prominently represented among major customers are international, federal,
state and local governments and government agencies. Substantial revenue also comes from subcontracts under federal
government prime contracts, and the success and growth of Cogent's business depends on successful procurement of
government contracts either directly or through prime contractors. Accordingly, changes in government contracting policies or
government budgetary constraints could adversely affect financial performance. Government entities and prime contractors
that use COGT as a subcontractor have latitude to reduce their purchases under existing contracts, may have rights to terminate
contracts at-will or to abstain from exercising options to renew contracts. Many government customers are subject to
significant budgetary constraints. The award of additional contracts from government agencies could be adversely affected by
spending reductions or budget cutbacks at these agencies.

Summary and Conclusions

We continue to view Cogent as a leader in the high growth biometric authentication market and would view price weakness as
an opportunity to initiate, or add to, positions for long-term risk tolerant investors. We believe that AFIS and other biometric
authentication solutions continue to gain acceptance and visibility which should drive above average revenue growth rates for
the next several years. We view Cogent as one of the premier players in this industry with strong revenue growth, attractive
margins and a strong competitive position that should combine to allow its shares to command a premium multiple. Although
our revenue estimates have been adjusted down modestly to $162.6 mm for FY 2005 and $236.3 mm for FY 2006 we remain
positive on the story. The Company continues to produce very high growth and we believe there is potential upside to our
estimates. We are maintaining our BUY rating and a $32 price target based on our expectation that the shares can trade at what
we view as aconservative multiple of 35X our FY 2006 earnings estimate of $0.91 per share.
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Our Rating System

We rate enrolled companies based on the appreciation potential we believe their shares represent, and the “riskiness’ we
perceivein our ratings. Those business results of those companies rated “ Speculative Buy” or “ Strong Speculative Buy” are
often highly dependent on some future event, such as FDA drug approval or the option of a new key technology.

Explanation of Ratings Issued by Harbinger Research

STRONG BUY We believe the enrolled company will appreciate more than 20% relative to the general market
for U.S. equities during the next 12 to 24 months.

BUY We believe the enrolled company will appreciate more than 10% relative to the general market
for U.S. equities during the next 12 to 24 months.

STRONG We believe the enrolled company could appreciate more than 20% relative to the general

SPECULATIVE BUY market for U.S. equities during the next 12 to 24 months, if certain assumptions about the
future prove to be correct.

SPECULATIVE BUY We believe the enrolled company could appreciate more than 10% relative to the general
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the
future prove to be correct.

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general
market for U.S. equities during the following 12 to 24 months.
SELL We expect the enrolled company to underperform the general market for U.S. equities by more

than 10% during the following 12 to 24 months.

Analyst Certification

I, Michael R. Anderegg, hereby certify that the view expressed in this research report accurately reflect
my personal views about the subject securities and issuers. | also certify that no part of my compensation
was, is, or will be, directly or indirectly, related to the recommendations or views expressed in this
research report.

Disclaimer

This report was prepared for informational purposes only. Harbinger Research, LLC (“Harbinger”) was not compensated by Cogent Systems
(“Company”) for the preparation of this report. All information contained in this report was provided by the Company. To ensure complete
independence and editorial control over its research, Harbinger has developed various compliance procedures and business practices
including but not limited to the following: (1) Fees from covered companies are due and payable prior to the commencement of research; (2)
Harbinger, as a contractua right, retains complete editorial control over the research; (3) Analysts are compensated on a per-company basis
and not on the basis of his’/her recommendations; (4) Analysts are not permitted to accept fees or other consideration from the companies they
cover for Harbinger except for the payments they receive from Harbinger; (5) Harbinger accepts payment for research only in cash and will
not accept payment in shares, warrants, convertible securities or options of covered companies; (6) Harbinger will not conduct investment
banking or other financial advisory, consulting or merchant banking services for the covered companies.

Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company is relying
solely upon information provided by the companies for the accuracy and completeness of al such information. The information provided in
the Report may become inaccurate upon the occurrence of material changes, which affect the Company and its business. Neither the
Company nor Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the information contained herein.
This report does not constitute a recommendation or a solicitation to purchase or sell any security, nor does it constitute investment advice.
This report does not take into account the investment objectives, financial situation or particular needs of any particular person. This report
does not provide all information material to an investor’s decision about whether or not to make any investment. Any discussion of risksin
this presentation is not a disclosure of al risks or a complete discussion of the risks mentioned. Information about past performance of an
investment is not necessarily a guide to, indicator of, or assurance of, future performance. Harbinger cannot and does not assess, verify or
guarantee the adequacy, accuracy or completeness of any information, the suitability or profitability of any particular investment, or the
potential value of any investment or informational source. Harbinger and its clients, affiliates and employees, may, from time to time, have
long or short positions in, buy or sell, and provide investment advice with respect to, the securities and derivatives (including options)
thereof, of companies mentioned in this report and may increase or decrease those positions or change such investment advice at any time.
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Harbinger is not registered as a securities broker-dealer or an investment adviser either with the U.S. Securities and Exchange Commission or
with any state securities regulatory authority.

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR
REPRESENTATIONS OF ANY KIND. TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, HARBINGER
EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR
TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR
PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE
(INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES THAT
MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST EXTENT
PERMITTED BY LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER
ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY OR OTHER THEORY WITH RESPECT TO
THIS PRESENTATION OF INFORMATION.
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(0 Harbinger Research

Independent Investment Analysis

Harbinger Research is a New York based independent equity research firm with a focus on providing coverage to small-cap
companies. Our mission is to help our clients achieve fairer market valuations, an expanded shareholder base, improved
liquidity and easier access to capital markets. We do this by providing insightful, in-depth research reports and then by making
sure those reports are widely distributed and made available to both ingtitutional and individual investors. We strive to deliver
superior research coverage and the result is compelling — consistent coverage from industry-expert analysts that is well-written
and consists of insightful analysis, cogent arguments, and in-depth financial models. To learn more about Harbinger Research
and view our research reports, we invite you to visit our web sit located at www.harbingerresearch.com.
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