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We are registerin g up to 8,070,752 shares of our co mmon stock for sa le by certain 
shareholder s of o ur comp any identified in this pro spectus.  These shareholder s ar e referr ed to 
throughout this pro spect us as "sellin g securityholder s." 

These sellin g stockholders who wish to sell their sh ares of our com mon stock m ay offer an d 
sell their sh ares on a contin uo us or delayed basis in the future.  These sales may be con ducted in 
the open market or in privately n egotiated transactions an d at mark et prices, fixed pr ices or 
negotiated prices.  We will not receive any of the proceeds from the sales of shares by the sellin g 
secur ityholders but we may r eceive fun ds from the exercise of their warrants.  

Our common stock is curr ently listed on the OTC Electronic Bulletin Board un der the 
sym bol "INKS.OB." On August 27, 2003, the last reported sale price of o ur common stock on 
the OTC Electronic Bulletin Board was $1.34 per share.  

Our principal executive off ices ar e located at 32 Broadway, New York, New York 10004, 
and o ur telephone n umber at such address is (212) 269-0370. 

Our common stock being offered by this prospectus involves a high degree of risk. You 
should read the "Risk Factors " section beginning on page 5 before you decide to purchase 
any common stock. 

Neither the Securities an d Exchan ge Comm ission nor any state commission has approved or 
disapprov ed of these securities or passed upon the adequacy or accuracy of this prosp ectus. Nor 
have they made, nor will they mak e, any determ ination as to whether anyone sho uld buy these 
secur ities. Any representation to the contrary is a crim inal off ense.  

The date  of this prospectus is August 28, 2003.  
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PROS PEC TUS SU MMAR Y 

You should read the f ollowing summary together with the more detail ed information regarding us 
and the securiti es being off ered for sal e by means of thi s prospectus and our fi nancial st atements and 
notes t o those stat ement s appearing el sewhere i n this prospectus.  The summary highlights all material 
information contained elsew here in thi s prospectus. 

Summary of InkSure Technologies  Inc. 

General 

We develop, market and sel l customized authenticati on systems designed to enhance the securit y of 
document s and branded products and to meet the growing demand for protecti on from counterfeiting and 
diversion.  By "counterfeit it ems" we are referring to imitation items that are offered as genuine.  By 
"Diversion" (also t ermed "parall el trading" or "gray market commerce") we are referri ng to t he selling of 
goods (oft en genuine goods) in a geographic market where both wholesal e and retail pri ces are high whil e 
falsely purchasing them for another market where wholesal e pri ces are l ower, thus t aking advantage of 
the pri ce di fference between the two markets.  Our business li es within the "authenti cation industry," an 
indust ry that i ncludes a vari ety of fi rms providing t echnologies and servi ces designed to prevent 
counterfeiting and diversion. 

We base our product s on two principal t echnologies – cus tomizable security i nks t hat are sui tabl e for 
almost every type of digit al and impact printing and a sophisti cat ed "full-spect rum" reader that uses 
propri et ary software t o quickly analyze marks print ed with our speci alt y inks.  Our securit y solutions are 
covert because our speci alty i nks are indistingui shable from st andard non-security i nks and are easil y 
incorporat ed into documents, products, product l abel s, packaging, and designs.   

Our product s provide a customized solution by creating a unique chemical code for each product line 
or document bat ch that can only be authenti cated by our reader.   

Corporate Hi story 

We were i ncorporat ed under the laws of t he st at e of Nevada on April 22, 1997 under the name "Lil 
Marc, Inc."  W e were incorporat ed as a development st age ent erprise in the baby products industry to 
develop, manufacture and market t he "Lil Marc", a plasti c toil et t raining device for young boys.  Pursuant 
to an Agreement and Pl an of merger, dat ed as of July 5, 2002, a wholly owned subsidi ary of Lil Marc, 
Inc., LILM Acquisiti on Corp., a Delaware corporati on, merged with and into InkSure T echnologies Inc., 
a Delaware corporati on, or InkS ure Delaware.  InkS ure Delaware was the surviving corporati on in t he 
merger and became a whol ly owned subsidi ary of Lil Marc, Inc. 

Pursuant to the merger agreement, each share of InkS ure Delaware common stock out st anding 
immediately prior to t he effecti ve time of the merger was convert ed into the right to receive one share of 
our common stock. The tot al number of issued and outst anding shares of our common stock was 
11,982, 166 immediat ely after giving effect to the merger and a reverse stock spl it that was consummated 
on October 23, 2002.  

As a result of the merger, the former stockholders of InkSure Delaware held, immediat ely aft er t he 
merger, approximately 88.0% of t he i ssued and outst anding shares of our common stock; the remaining 
12.0% of t he issued and outs tanding shares of our common stock were held by the stockholders who held 
our common stock immediat ely before t he merger became effective. On a fully di lut ed basis, the former 
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holders of securiti es of InkS ure Delaware held, immediat ely aft er the merger, approximately 90.5% of t he 
shares of Lil Marc, Inc. common stock. 

Pursuant to the merger agreement, all outst anding options and warrants t o purchase shares of InkS ure 
Delaware common stock were exchanged or convert ed i nto options and warrant s to purchase shares of 
our common stock on the same t erms and conditi ons as were in effect prior to the effecti ve time of the 
merger. The options and warrants is sued with respect to such exchanged options and warrants are 
exercisable for such number of shares of our common stock equal to the number of whole shares of 
InkSure Delaware common stock subject to each such exchanged option or warrant immediat ely prior to 
the effecti ve time of the Merger. The per share exercise pri ce of options and warrants is sued by us with 
respect to t he exchanged options and warrants remained unchanged from the per share exercise pri ce of 
the exchanged options and warrant s.  Upon consummation of the merger, our  board of directors and 
management resigned and were repl aced by InkS ure Delaware's board of di rectors and management, and 
we began to carry on InkSure Delaware's business activities. 

On October 28, 2002, we also fil ed an amendment of our Articles of Incorporati on to, among other 
things, change our name from "Lil Marc, Inc." t o "InkSure Technologies Inc."  Effecti ve on October 30, 
2002, the OTC Bull eti n Board stock symbol for our common stock was changed from "LILM" to 
"INKS." 

We conduct our operat ions with and through our di rect and indi rect subsidi ari es, InkSure Inc., a 
Delaware corporation formed in March 2000, IST Operating Inc., a Delaware corporation formed in May 
2000 (formerly known as InkS ure Technologies Inc. and referred to throughout this prospectus as InkS ure 
Delaware), and InkSure Ltd., which was formed in December 1995 under the l aws of Israel.  W e al so 
have a subsidi ary, InkSure RF Inc., a Delaware corporati on formed in March 2000, which does not 
currently conduct any operati ons. 

On July 8, 2003, we reincorporated as a Delaware corporati on by merging with and into a newly 
formed, wholly owned subsidiary. 
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Summary of the Offering 

Shares  outs tanding before 
the  
offering  

11,982, 166 (1) 

Shares  outs tanding off ered 
by selling securityholders 

6,064,215 shares of our common stock.  

Shares  underlying warrants  
offered by selling 
securi tyholders 

2,006,537 shares of our common stock. 

 
Use of  proceeds We will not receive any of the proceeds from the sal e of the common 

stock offered by the selling securityholders.  However, we may receive an 
aggregate of $4, 046,180 upon the exerci se of all t he warrants held by the 
selli ng securit yholders i f such warrants are exercised for cash.  Such 
funds, i f any, will be used for working capit al and general corporat e 
purposes. 

 
Risk factors The shares offered hereby involve a high degree of risk. You should 

carefully consider the i nformation set forth in t he "Risk Factors" sect ion 
of this prospectus as well as other i nformation set forth i n this prospectus, 
including our fi nanci al stat ements and relat ed notes.  

 
Plan of di stribution The offering of our shares of common stock is being made by 

shareholders of our company who may wish to sell t hei r shares.  Sal es of 
our common stock may be made by the selli ng securit yholders i n the open 
market or i n privat ely negoti at ed transactions and at market pri ces, fi xed 
pri ces or negoti ated pri ces. 

 
OTCB B Trading Symbol “INKS.OB" 

 
(1)  As of August 22, 2003 
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SELECTE D FINANCIAL INFOR MA TION 

The following select ed financi al information does not purport to be complet e, and should be read in 
conjunction with, “ Management's Discussion and Analysis of Financi al Condi tion and R esults of 
Operations" included elsewhere in t his P rospectus.  The financi al information set forth below i s audit ed 
with respect t o the annual periods ended December 31, 2002 and 2001, respectively, and unaudi ted with 
respect to t he six months ended June 30, 2003 and 2002  and has been prepared by our management.  

The accompanying unaudit ed int erim consolidated fi nancial st at ements have been prepared in 
accordance with generally accepted accounting principl es in the United Stat es for int erim financi al 
information.  Accordingly, they do not include all the i nformation and footnotes required by general ly 
accepted accounting principl es in the United St at es for complete financi al st at ements. In the opinion of 
our management, all adjustments (consisti ng of normal recurring accruals ) considered necessary for a fai r 
present ation have been included.  Our operati ng result s for the six-month period ended June 30, 2003 are 
not necessaril y indicati ve of the results t hat may be expect ed for the year ended December 31, 2003.  

Consolidated Statement of  Operations  (U.S. Dollars  in thousands, except per share data):  

 
Years ended December 

31, 
Six Months  

ended June 30, 

 2002 2001 2003 2002 

Revenues  2,693 1,770 --- 1,884 

Gross Profit  2,291 1,727 --- 1,613 

Operating 
Expenses  

2,938 2,198 1,745 1,343 

Net Income 
(Loss) 

621 700 (1,708) 258 

Net Income 
(Loss) Per 
Share 

(0.08) (0.14) (0.14) 0.01 

Consolidated Balance Sheet Data (U.S. Dollars in thousands): 

 As of As of 
 December 

31, 2002 
December 31, 

2001 
June 30, 2003 June 30, 2002 

Total C urrent Assets   5,320  735 3,478 803 

Total C urrent Li abiliti es  860  1,443 672 1,217 

Total Stockholders' 
Equity (Defi ci ency) 

 5,230  (1,566) 3,552 (747) 
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RISK FACTORS 

Investi ng in our stock is highl y speculati ve and risky. You should be able to bear a complete l oss of 
your investment. Before making an investment decision, you should carefull y consider the foll owing ri sk 
factors. If any event or circumstance described in the f ollowing risk factors actually occurs, it could 
materially adversel y aff ect our business, operating result s and financial conditi on. The risks and 
uncertainti es described below are not the onl y ones which w e face. There may be additional ri sks and 
uncertainti es not presently know n to us or those we currentl y beli eve are immaterial which could also 
have a negati ve impact on our business, operating results and financial conditi on.  

We have a his tory of operating losses and negative cash flows; we may not be profitable in the 
future; and we have not had revenues in our las t three fiscal  quarters . 

We have incurred subs tanti al losses and negative cash fl ows since our inception.  We had an 
accumulat ed deficit of approximately $4,748,000 at December 31, 2002 and $6,456, 000 at June 30, 2003, 
and had a working capit al (current asset s less current liabiliti es ) of approximately $4,460, 000 at 
December 31, 2002 and $2,806,000 at June 30, 2003.  W e incurred losses of approximately $621,000 for 
the year ended December 31, 2002 and $1,708,000 for the six months ended June 30, 2003.  We expect to 
have net operati ng losses and negat ive cash flows for the foreseeable future, and expect to spend 
signi fi cant amounts of capit al t o enhance our product s and servi ces, develop further sal es and operati ons, 
and fund expansion. As a result, we will need to generat e signi ficant revenue to break even or achieve 
profit abilit y. Even i f we do achieve profitabil ity, we may not be abl e to sust ain or increase profitabilit y on 
a quart erly or annual basis. 

Our operati ng expense levels are based on int ernal forecasts for future demand and not on firm 
customer orders for product s or servi ces.  Our result s may be affect ed by fluctuating demand for our 
products and servi ces from one quart er t o the next and by increases in t he costs of components acquired 
from suppli ers.  We have not had any revenues in each of our l ast t hree fiscal quart ers including the 
recently completed fi scal quart er, which ended June 30, 2003. 

We have a limi ted operating history, which makes i t difficul t to  evaluate our business. 

InkSure Delaware was formed in May 2000.  W e have a limit ed operating hi story on which to base an 
evaluation of our business and prospects.  Our revenue and income potenti al are unproven.  An investor 
must consider t he risks, uncert ainti es, expenses and di ffi culti es frequent ly encountered by companies in 
thei r early st ages of development, parti cul arly companies with limit ed capit al i n new and rapidly evolving 
markets.  These risks and di ffi culti es include our ability t o develop our infrast ructure; att ract and maint ain 
a base of end users; develop and introduce desi rabl e product s and servi ces; provide customer support, 
personnel, and facili ties to support our business; est ablish and maint ain s trat egic rel ationships; and 
respond effectively to competiti ve and t echnological developments.  Our bus iness s trat egy may not be 
success ful or may not success fully address any of t hese risks or diffi culti es. 

We will f ace a need for additional capi tal  and may need to curtail  our operations if  i t i s not 
available. 

We bel ieve that our current cash and cash equivalents will sati s fy our operati ng capital needs for at 
least 15 months based upon our currently anti cipat ed bus iness activiti es.  We will need additional capit al 
even within 15 months i f we undert ake large projects.  Our need for additional capit al t o finance our 
operat ions and growth will be great er should, among other things, our revenue or expense estimates prove 
to be incorrect.  We may not be abl e to obt ain additi onal fi nancing in suffici ent amounts or on acceptabl e 
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terms when needed, which would adversely affect our prospects, business, operating results and fi nanci al 
condit ion by forcing us t o curtail our operati ons or not pursue opportuniti es which present t hemselves. 

If we continue to rely on one major customer for most of  our revenues, the l oss  of such customer 
could adversely affect our business . 

For t he fiscal year ended December 31, 2002, our rel ati onship with ISB AK A.S. accounted for 
approximately 74% of our revenue.  The loss of such customer, or any other customer that accounts for a 
signi fi cant portion of our revenues from time to time, could adversely affect our business, operating 
result s and financi al condition due to the subst anti al decrease i n revenue such loss would represent. 

If our product off erings are not accepted by the market, our business  may be adversely affected.   

We generat e all of our rev enue from sal es and li censing of products rel ati ng to t he “authentication 
indust ry."  The market for providing these products and servi ces is highly competiti ve and is affected by 
the i ntroduction of new product s and servi ces t hat compete with the product s and services offered by us.  
Demand for these products and services could be affect ed by numerous factors outside our cont rol, 
including, among others, market acceptance by prospective customers, the int roduction of new or superior 
competing t echnologies or products and servi ces that are avail abl e on more favorable pri cing t erms than 
those being offered by us, and the general condition of the economy.  Any market acceptance for our 
products and servi ces may not develop in a timely manner or may not be sust ainable.  New or i ncreased 
competition may result i n market saturation, more competit ive pricing, and lower margins.  Our business, 
operat ing results and fi nanci al conditi on would be materi all y and adversely affect ed i f the market for our 
products and services fails t o grow, grows more slowly than anti cipat ed, or becomes more competitive or 
if targeted customers do not accept our product s and services and we experi ence a corresponding 
reduct ion in revenues, a higher loss and a fail ure to generat e substanti al revenues i n the future. 

We have a long and variable sal es  cycl e which can resul t in significant fluctuations  in our revenue 
from quarter to quarter. 

The sal es cycl e of our products, which is the period of time between the i denti fi cation of a pot enti al 
customer and completion of the sal e, is typically l ong and subject to a number of si gni fi cant risks over 
which we have littl e control.  As our operating expenses are based on anti cipat ed revenue levels, a small 
fluctuation in the timing of sales can cause our quart erly operati ng results t o vary signi fi cantly from 
period to period.  Due to such fluctuations, we have not had revenues in our last three fiscal quart ers, 
including the fiscal quarter which ended June 30, 2003.  If revenue falls signi fi cantly below anti cipated 
level s, our business would be seriously harmed.  Investors can also anti cipat e uneven revenue result s, 
which may be refl ected in a vol atil e market pri ce for our stock.  

We f ace potential  liabil ity due to product def ects and may incur significant li abili ti es  in defending 
lawsui ts over any such def ects. 

Authenticati on products as complex as t hose offered by us may contain undet ect ed errors or defects 
when fi rst i ntroduced or as new versions are rel eased.  Despit e t esti ng by us and by current and potenti al 
customers, errors may be found in new authent icati on products after commencement of commerci al 
shipments resulting in product recalls and market rej ecti on of our authenticat ion products and resulti ng in 
damage to our reputati on, as well as lost revenue, divert ed development resources and increased support 
costs.  In additi on, our product liabilit y insurance, i f any, may be insuffi ci ent to cover cl aims rel at ed 
errors or defects i n our authenti cati on products.   



 

7 
NYC  269893v1 

We may not be able to  protect our proprietary technology, which would adversely aff ect our ability 
to  compete in the authenti cation market. 

Our performance and abilit y to compete are dependent t o a signi ficant degree on our propri et ary 
technology.  We regard prot ection of our proprietary rights as critical to our success, and rely on pat ent, 
trademark and copyright l aw, trade secret prot ection and confidenti alit y and/or li cense agreements with 
our employees, customers, partners and others to protect our propri et ary rights.  We have appli ed for three 
pat ents covering various methods of marking documents for the purpose of authenti cation and three 
pat ents relat ed to the radio frequency authentication and securit y technology, or RF t echnology, being 
developed by us, but have not received any pat ents.  We are al so seeking prot ection under the Patent 
Cooperati on T reaty.  We may file for additional pat ent s as we det ermine appropri at e.  A pat ent may not 
be is sued with respect to any pat ent applicati on filed by us or the scope of any cl aims granted in any 
pat ent may not provide meaningful propriet ary prot ect ion or a competiti ve advantage to us.  The val idit y 
or enforceabilit y of pat ents which may be issued or li censed to may be chall enged by others and, i f 
chall enged, may not be upheld by a court.  In addition, competitors may be abl e to ci rcumvent any pat ents 
that may be issued or li censed to us.  Due to our reli ance on our propri et ary technology, our inabilit y to 
prot ect our proprietary rights adequately would have a materi al adverse effect on us. 

We generall y have ent ered into agreements containing confidentiality and nondisclosure provisions 
with our employees and consult ant s and limits access to and dis tribution of our documentation and other 
propri et ary informat ion.  However, the steps taken by us may not prevent mi sappropriation of our 
technology and agreements entered into for that purpose may not be enforceable. 

Notwithst anding the precautions t aken by us, a t hird party may be abl e to copy or otherwise obt ain 
and use our propri et ary i nformation without authori zati on or to develop simil ar t echnology independently.  
Poli cing unauthorized use of our technology is diffi cult.  The l aws of other count ries may afford us littl e 
or no effective protecti on of our int ell ectual property.  Effective trademark, servi ce mark, copyright and 
trade secret prot ection may not be avail abl e in every count ry in which our products and servi ces are made 
avail abl e.  In the future, we may also need to fil e l awsui ts to enforce our i nt ell ectual property ri ghts, 
prot ect our trade secrets, and det ermine the validi ty and scope of t he propriet ary rights of others.  Such 
litigation, whether success ful or unsuccess ful, could have a material adverse effect on our business, 
operat ing results, and financi al condition due to the subst anti al cost s and diversion of resources.  See 
“Business, Risk Factors — W e are a co-defendant in a liti gation, and we could incur s ignifi cant liabiliti es 
in defense of this l awsuit or in damages i f our defense is unsuccess ful." 

In addition, we have ent ered into several agreement s pursuant to which we have granted third parti es 
broad, exclusive rights to dist ribute and sell cert ain of our t echnology, subj ect t o customary provi sions 
governing confidenti ality and nondisclosure.  Failure of t hese thi rd parti es t o effecti vely market products 
and services based upon our t echnology could have a materi al adverse effect on our business, operati ng 
result s, and financi al condition due to the lack of revenues expect ed t o be generat ed from such 
agreements. 

We will have to keep pace with new products  and rapid technological  change in order to remain 
competiti ve in the marketplace. 

If we are abl e to suffi ci ently penet rat e t he market with our products and servi ces, our future success 
will depend upon our abilit y to keep pace with technological development s and respond to evolving 
customer demands.  Fai lure to anti cipate or respond adequately t o technological developments or 
signi fi cant del ays i n product development could damage our pot enti al posit ion in the marketpl ace and 
could have a materi al adverse effect on our business, operating results, and fi nancial conditi on.  With our 
current limit ed financi al and t echnical resources, we may not be abl e to develop or market new products, 



 

8 
NYC  269893v1 

servi ces or enhancements t o our exi sting product and servi ce offerings.  It is possibl e that we could 
experi ence signi fi cant del ays in these endeavors.  Any failure t o success fully develop and market 
products and servi ces and product and servi ce enhancements could have a materi al adverse effect on our 
business, operati ng resul ts and financi al condition.  See “ Business Risk F actors — If our product offerings 
are not accepted by the market, our business may be adversely affect ed." 

We f ace competiti on and pri cing pressures  from larger, well  financed and more recognized 
companies and we may not be able to  effectively compete wi th such companies. 

The market for our products and servi ces is highly competiti ve.  Many of our competitors have far 
great er financi al, human, and other resources.  B arri ers to ent ry in our business are rel atively insubst anti al 
and companies with subst anti ally great er fi nanci al, technical, marketing, manufacturing and human 
resources, as well as those with far great er name recognition than us, may also attempt to ent er the 
market.  We believe that our abil ity to compete depends on our t echnology and price, as well as on our 
dist ribution channels and the quality of product s and services.  If we do not success fully compete, we will 
not generat e signi fi cant revenues or profits. 

We depend on thi rd parti es for infrastructure and suppli es , the l oss  of which could adversely affect 
our operations . 

With regard to our products, we are dependent in part on the availabilit y of equipment, suppli es and 
servi ces provided by independent thi rd parti es.  Currently we use a limit ed number of suppli ers in order to 
take advantage of volume discount s.  If one of our suppli ers were unable to meet our supply demands and 
we could not quickly replace the source of supply, it could have a material adverse effect on our business, 
operat ing results and fi nanci al conditi on, for reasons i ncluding a del ay of receipt of revenues and damage 
to our business reputati on. 

We depend on our senior management and key employees , the loss  of  which could adversely affect 
our operations . 

Our success depends to a large degree upon the skills of our senior management t eam and current key 
employees and upon our abilit y to identi fy, hi re, and ret ain addit ional sal es, marketing, technical and 
financial personnel.  W e may be unable t o ret ain our existi ng key personnel or att ract and ret ain additi onal 
key personnel.  We do not maint ain key person li fe insurance for any of our offi cers or key employees.  
We require our executives and key employees to ent er non-competiti on agreements with us.  Due to our 
reli ance on our senior management and key employees, the loss of any of our key executives, the use of 
propri et ary or trade secret dat a by former employees who compete with us, or t he failure to att ract, 
integrate, motivate, and ret ain additi onal key employees could have a materi al adverse effect on our 
business, operating resul ts and financi al condition. 

We may not be able to  manage our growth to successf ully implement our business  plan and such 
mismanagement could adversely affect our business  and our abili ty to  grow.  

We ant icipat e a period of signi fi cant growth in connection with expansion of our marketing efforts 
and business.  The result ing strain on our managerial, operat ional, financi al, and other resources could be 
signi fi cant and could render our increased marketing effort s usel ess.  Our abilit y to manage our growth 
effecti vely will requi re us t o continue t o improve our operations, fi nanci al and manageri al cont rols, 
reporti ng syst ems and procedures.  If we are success ful in achi eving our growth pl ans, such growth is 
likely to resul t in increased respons ibilit y for our management; and our management may not be able t o 
success fully manage such growth due to their l ack of experience in managing companies of our si ze.   
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Our special ty inks include various  chemical s and are subject to  certain environmental  regulations, 
for which we could incur significant li abili ti es  for problems relating to thei r shipping and storage. 

Our operati ons are subject to federal, st ate, local, and foreign environmental l aws and regulations.  
Our speci alt y inks include various chemicals, some of which may be hazardous subst ances and subject to 
various government regulati ons rel ating to our t ransfer, handling, packaging, use, and di sposal.  We may 
store t hese chemicals or inks at our faciliti es in t he Unit ed St ates and Israel, and a shipping company 
ships them at our directi on.  W e could face pot enti al li ability for problems that may arise when we store 
or ship t hese inks or chemical components.  To the ext ent future l aws and regulati ons are adopted or 
interpretati ons of existi ng l aws and regulations change, new requirements may be imposed on our future 
activit ies or may creat e liability retroactively.  Failure to comply with appli cabl e rul es and regulations 
could subject us to monetary damages and injunctive action, which could have a material adverse effect 
on our bus iness, financi al condition or results of operati ons. 

Some of our products  in development wi ll be subject to government regulation of radio f requency 
technology which could cause a delay or inability to  introduce such products  in the Uni ted States' 
and other markets . 

The rul es and regulati ons of t he Unit ed Stat es F ederal C ommunications Commission, or the FC C, 
limit the radio frequency used by and l evel of power emitti ng from el ectronic equipment.  Our scanning 
device and the next -generati on radio frequency t echnology scanning equipment will be requi red t o 
comply with t hese FCC rul es which may requi re certi ficati on, verifi cation or regi strati on of t he equipment 
with the FCC.  Currently we do not have F CC approval for our equipment.  C ert i ficati on and veri ficati on 
of new equipment requires testing to ensure t he equipment's compli ance with the FC C's rul es.  The 
equipment must be label ed according to the FCC's rules to show compli ance with these rul es.  Test ing, 
processing of the FC C's equipment certi ficat e or FCC regist rati on, and labeling may increase 
development and production costs and could delay int roduct ion of our veri fi cati on scanning device and 
next -generati on radio frequency t echnology scanning equipment into the Unit ed St at es' market.  
El ectronic equipment permitt ed or authori zed to be used by the FCC through our certi fication or 
veri fi cation procedures must not cause harmful i nt erference to li censed FCC users, and it is subj ect to 
radio frequency int erference from licensed FCC users.  S elling, leasing or import ing non-compli ant 
equipment i s considered a viol ation of F CC rul es and federal l aw and violators may be subject to an 
enforcement action by the FCC.  Any failure to comply with the appli cable rul es and regulati ons of t he 
FCC could subject us t o monetary action or an injunction and could have a materi al adverse effect on our 
business, operating resul ts and financi al condition.  In additi on, cert ain other countries may impose 
simil ar or more burdensome regulations. 

We are a co-defendant in a litigation, and we could incur signifi cant liabili ti es  in def ense of thi s 
lawsui t or in damages  if our defense i s  unsuccessf ul . 

On December 12, 1999, Secu-Syst ems fil ed a lawsuit with t he Distri ct C ourt in T el Aviv-Jaffa against 
Supercom Ltd. (InkSure Delaware's former parent company) and InkSure Ltd. seeking a permanent 
injunction and damages.  The pl ainti ff assert ed in it s suit that the printi ng method appli ed to cert ain 
products that have been developed by InkS ure Ltd. constit ut es int er ali a: (a) breach of a confident ial ity 
agreement between the pl ainti ff and S upercom; (b) unjust enri chment of Supercom and InkS ure Ltd.; (c) 
breach of fiduci ary dut ies owed to the pl ainti ff by Supercom and InkS ure Ltd.; and (d) a tort of 
misappropri ati on of t rade secret and damage to plainti ff' s property.  Secu-Syst ems seeks, among other 
things, an injunction and a 50% share of profit s from the print ing method at issue.  Supercom and InkSure 
Ltd. received a letter, dat ed F ebruary 14, 2002, from the l aw fi rm of Yossi Avraham & C o., which stat ed 
that, based on the facts provided to it by Supercom and InkSure Ltd., the probabilit y is small t hat a court 
would grant either the permanent injunction or a subst anti al amount of damages in connection with S ecu-
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Syst ems' complaint.  If Secu-Syst ems were to win the liti gation we could be forced to make a one-time 
payment in connection with past damages and/or payments based on our future revenues and profits.  
Such payments could have a materi al adverse effect on our business, operati ng results and financi al 
condit ion.  We recently offered a settl ement amount to S ecu-Syst ems which was rej ected.  

Conditions  in Israel  affect the operations of our subsidiary in Israel  and may limi t our abili ty to sell  
our products  and services. 

InkSure Ltd., our principal operating subsidi ary, is incorporat ed under Israeli l aw and its principal 
offi ce, manufacturing facility and research and development facility are l ocated in Is rael.  Poli tical, 
economic and milit ary conditi ons in Israel di rectly affect InkSure Ltd.'s operati ons.  Since the 
est ablishment of t he st ate of Is rael in 1948, a number of armed confli cts have taken place between Is rael 
and its Arab neighbors and a st at e of hostilit y, varying in degree and int ensit y, has led to securit y and 
economic problems for Israel.  Despit e negoti ati ons to effect peace between Israel and its Arab neighbors, 
the future of t hese peace efforts is uncert ain.  Since October 2000, there has been a signi fi cant increase i n 
viol ence primarily in t he West B ank and Gaza Stri p, negoti ations between Is rael and the Pal estini an 
Authority have ceased and there has been increased milit ary acti vity charact eri zed by some as war.  More 
recently, viol ence has spread to Jerusal em and areas near Tel Aviv.  Furthermore, several count ri es still 
rest rict trade with Is raeli companies, which may limit our ability to make sal es, or purchase components 
from, in t hose countri es.  Any future armed conflict, political inst abilit y, continued viol ence i n the region 
or restrict ions could limi t our abilit y to operat e our business and could have a materi al adverse effect on 
our business, operating results and fi nanci al conditi on. 

Our operations  could be disrupted as  a result of the obligation of management or key personnel of 
InkSure Ltd. to perform mili tary service. 

Generally, all male adult cit izens and permanent res ident s of Is rael under the age of 45 are, unl ess 
exempt, obligat ed to perform up to 36 days of milit ary reserve duty annually.  Additi onally, all Is rael i 
residents of thi s age are subject to being call ed t o acti ve duty at any time under emergency ci rcumstances.  
Some of the offi cers and employees of InkS ure Ltd. are currently obligat ed t o perform annual reserve 
duty.  Our operati ons could be dis rupt ed by the absence for a signi fi cant period of one or more of InkSure 
Ltd.'s offi cers or key employees due to milit ary service.  Any such dis ruption could lim it our ability to 
operat e our business and could affect our business, results and fi nanci al condition. 

Under current Israeli  law, InkSure Ltd. may not be able to enforce covenants not to  compete which 
could have a negative effect on our operations  in Israel. 

InkSure Ltd. has non-competiti on agreements with all of its e mployees.  These agreement s prohibit 
its employees, i f t hey cease working for InkS ure Ltd., from di rectly competing with it or working for it s 
competitors, generally, for up t o twelve months.  However, we have been advised by our Israeli counsel, 
Yossi Avraham & C o., that Is raeli courts are reluct ant to enforce non -compete undert akings of former 
employees. 

Fluctuations in the exchange rate between the Uni ted States  dollar and foreign currencies  may 
adversely affect our operating results. 

We incur expenses for our operati ons in Israel in new Is raeli shekels (nis ) and t ranslate t hese amounts 
into United St at es doll ars for purposes of reporting consolidat ed result s.  As a result, fl uctuations i n 
foreign currency exchange rat es may adversely affect our expenses and results of operati ons as well as the 
value of our asset s and liabi liti es.  Fluctuations may adversely affect the comparabilit y of period-to-period 
result s.  In addition, we hold foreign currency balances, primarily Is raeli shekel s, that wi ll creat e foreign 
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exchange gains or l osses, depending upon the rel ati ve values of t he foreign currency at the beginning and 
end of the reporting period, affecti ng our net income and earnings per share.  Although we may use 
hedging t echniques i n the future (which we currently do not use), we may not be abl e to eliminate the 
effects of currency fluctuations.  Thus, exchange rat e fl uctuations could have a material adverse impact 
on our operating results and stock pri ce.  In addition, future currency exchange losses may increase i f we 
become subject to exchange control regulations rest ricting our abilit y to convert local currenci es into 
United St at es doll ars or other currenci es. 

We are exposed to special  risks in f oreign markets  which may restri ct our ability to  convert local 
currency into Uni ted States dollars  or Israeli shekels  and thereby force us  to curtail  our business  
operations. 

In conducting our business i n foreign count ri es, we are subject to politi cal, economic, legal, 
operat ional and other risks that are i nherent i n operating in other countri es.  These risks range from 
di ffi culties in settli ng t ransactions i n emerging market s to possibl e nationali zation, expropriat ion, pri ce 
cont rols and other rest ri ctive governmental acti ons.  W e al so face t he risk that exchange cont rols or 
simil ar rest ri ctions imposed by foreign governmental authoriti es may rest ri ct our abi lity to convert local 
currency received or held by it in thei r count ri es into United Stat es doll ars or other currenci es, or to t ake 
those doll ars or other currenci es out of those count ri es.  

Under Israeli l aw, our stockholders  may f ace diffi cul ties in the enforcement of civil l iabili ti es 
against our subsidiary InkSure Ltd., i ts officers , di rectors  or professional  advisors. 

InkSure Ltd. is incorporat ed under Israeli l aw and its principal office, manufacturing facility and 
research and development facilit y are locat ed i n Israel.  Cert ain of t he di rectors and InkS ure Ltd.'s 
professional advisors are residents of Israel or otherwise reside outside of the United St at es.  All or a 
subst antial portion of t he assets of such persons are or may be locat ed outside of the Unit ed St at es.  It may 
be di ffi cult to effect service of process within the United St at es upon InkSure Ltd. or upon any such 
directors or professional advisors or t o reali ze in the Unit ed St at es upon judgments of United St ates' 
courts predi cat ed upon civil li ability of InkSure Ltd. or such persons under Unit ed St at es federal securiti es 
laws.  InkS ure Ltd. has been advised by our Is raeli counsel, Yossi Avraham & Co., that Israeli courts may 
not (i) enforce judgments of United St at es' court s obtained against InkSure Ltd. or such directors or 
professional advisors predicat ed sol ely upon the civil li abilit ies provisions of Unit ed St at es' federal 
securiti es laws, or (ii) impose li abiliti es in original acti ons against InkS ure Ltd. or such di rectors and 
professional advisors predicat ed sol ely upon such Unit ed St at es' l aws.  However, subj ect t o cert ain time 
limit ations, Israeli court s wil l enforce foreign (i ncluding Unit ed St at es ) final executory judgment s for 
liquidated amounts in civil matt ers, obt ained aft er due tri al before a court of competent j urisdi cti on which 
recognizes simil ar Is raeli judgments, provided that (1) due process has been observed, (2) such judgments 
or the execution thereof are not cont rary to Is raeli law, publi c poli cy, securit y or sovereignty, (3) such 
judgments were not obtained by fraud and do not confli ct with any other valid judgment in t he same 
mat ter between the same parti es and (4) an acti on between the same parti es in t he same matt er is not 
pending in any Israeli court at the time the l aw suit is instit ut ed i n the foreign court. 

We have a s tockholder that is  able to exerci se substantial influence over us  and all  matters 
submitted to our s tockholders  which may make us difficul t to be acquired and l ess  attractive to new 
investors . 

ICTS International, N. V., benefi cially owns, as of August 22, 2003, 4, 368,394 shares of our common 
stock, representing approximately 36.2% of our outst anding common stock.  Ezra Harel, one of our 
directors, directl y and indi rectly owns a majorit y of t he outst anding shares of ICTS Int ernational, N. V.  
Such ownership int erest gives ICTS substanti al influence over the out come of al l matt ers submitt ed to our 
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stockholders, including the election of directors and the adoption of a merger agreement and such 
influence could make us a l ess attracti ve acqui sition or investment target. 

Events  related to our largest s tockholder and one of our di rectors could aff ect our reputation and 
harm our business . 

On May 30, 2003, Ezra Harel, one of our di rectors and a di rector of ICTS Int ernational, N.V., our 
largest stockholder, and Menachem Atzmon, another di rector of ICTS, were detained and then rel eased 
on bail i n Is rael by offi cials of the Is raeli Securi ties Authority i n connection with a criminal investigation.  
The probe involved an unrel ated company in which Mr. Harel was a former director and Mr. Aztmon was 
the cont rolli ng shareholder.  We do not know the subst ance of t he Is raeli Securities Authority' s 
questi oning of Mr. Harel and Mr. Aztmon, due to a gag order on the investi gation is in effect.  We have 
no indi cation whether the investi gation involves ICTS, neverthel ess, publicit y rel at ed t o this i nvesti gation 
or other events could include references to us.  Publi city of this type could cause harm to our reputation 
and business, and our abilit y to obt ain future financing.    

We are disputing the validi ty of the i ssuance of an option to purchase shares of InkSure Delaware 
common s tock, which if determined to be valid would increase the number of  our shares  of common 
stock outstanding on a fully diluted basis . 

We are disputing the valid issuance of an option to purchase 300, 480 shares of InkS ure Delaware 
common stock that was issued prior to t he merger of our wholly owned subsidi ary and InkS ure Delaware.  
If our position in t his dispute does not prevail we would be forced to accept t he validit y of the issuance of 
this option and convert it into an option to purchase shares of our common stock.  As a result, the number 
of shares of our common stock outst anding on a full y dil ut ed basis would i ncrease by 300,480 shares. 

Our certificate of incorporation contains anti-takeover provisions  which could adversely affect the 
voting power or other rights of the holders of our common stock. 

Our certifi cat e of incorporation authori zes the issuance of up to 10,000,000 shares of preferred stock 
and our board of di rectors is empowered, without stockholder approval, to issue a new series of preferred 
stock with dividend, liquidation, conversion, voting or other ri ghts which could adversely affect the 
voting power or other ri ghts of t he holders of common stock.  Such authority, t ogether with certain 
provi sions of Delaware law and of our cert i fi cat e of incorporation and bylaws, may have the effect of 
del aying, det erri ng or preventing a change in control of us, may discourage bids for t he common stock at 
a premium over the market pri ce and may adversely affect the market pri ce, and the voting and other 
rights of the holders of t he common stock.  Although we have no present int ention to issue any additi onal 
shares of our preferred stock, we may do so in t he future.  The board of directors of a Delaware 
corporation may issue rights, options, warrants or other converti ble securiti es, (hereinaft er the “ right s"), 
enti tling the holders of the rights to purchase, receive or acquire shares or fracti ons of shares of the 
corporation or assets or debts or other obligat ions of the corporati on, upon such terms as are det ermined 
by the board of di rectors.  Our board of directors i s free, subj ect to t heir fiduci ary duties to stockholders, 
to structure the issuance or exercise of t he ri ght s in a manner which may exclude “signi fi cant 
stockholders," as defined, from being entitl ed t o receive such ri ghts or to exercise such ri ghts or i n a way 
which may effecti vely prevent a takeover of t he corporation by persons deemed hostil e to management.  
Nothing contained in our certi fi cat e of incorporation will prohibit our board of directors from using these 
types of rights in t his manner. 

We have never paid common s tock dividends  and are unlikely to do so for the f oreseeable future. 
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We have never paid cash or other dividends on our common stock.  It is our int ention to ret ain any 
earnings t o fi nance the operati on and expansion of our business, and therefore, we do not expect to pay 
any cash dividends on our common stock in t he foreseeable future. 

The trading of  our common s tock is  volati le which may prevent a s tockholder from selling i ts s tock 
at the time or pri ce they desire. 

Our common stock is t raded on the over-the -counter market with quotat ions published on the NAS D 
OTC B ull etin B oard under the symbol “ INKS ".  The t rading volume of our common stock histori call y has 
been limit ed and sporadi c, and the stock pri ces have been volatil e.  For example, during the twelve 
months prior to May 31, 2003, our common stock t raded at pri ces ranging from $0.296 to $2.50.  As a 
result of t he limited and sporadi c t rading activit y, the quoted pri ce for our common stock on the over-the-
counter market is not necessaril y a reli able indi cator of its fai r market value.  The pri ce at which our 
common stock will t rade in t he future may be highly vol atil e and may fluctuat e as a result of a number of 
factors, including, wi thout limitation, quart erly vari ations in our operating results (which have histori cally 
been, and we expect to continue to be, subst anti al) and actual or anticipat ed announcements of new 
products or services by us, other business partners, or competit ors as wel l as the number of shares 
avail abl e for sal e in t he market. 

“Penny s tock" rules  may restrict the market for our common s tock and may aff ect our 
stockholders'  abili ty to  sell  their shares in the secondary market. 

Our common stock is subj ect t o rules promulgat ed by the S ecuriti es and Exchange C ommission 
relating to “ penny s tocks," which apply to companies whose shares are not traded on a national stock 
exchange or on the Nasdaq small-cap or national market syst ems, trade at less than $5. 00 per share, or 
who do not meet cert ain other fi nanci al requi rements speci fi ed by the commission.  These rul es requi re 
brokers who sell “ penny stocks" to persons other than est ablished customers and “accredited investors" to 
complet e certain documentati on, make suit ability inquiri es of i nvestors, and provide investors with certain 
information concerning the risks of t rading in such penny stocks.  These rul es may discourage or rest ri ct 
the ability of brokers to sell our common stock and may affect the secondary market for our common 
stock.  These rules could also hamper our abilit y to raise funds in the primary market for our common 
stock and may affect our stockholders' abilit y to sell t hei r shares i n the secondary market. 

The number of shares  eligibl e for f uture sal e represents  nearly all  of our outstanding common s tock 
and thus may adversely affect the market for our common s tock. 

Of the 11,982,166 shares of common s tock held by our present stockholders, 1,441, 080 shares may be 
avail abl e for publi c sal e by means of ordinary brokerage transactions in t he open market pursuant t o Rule 
144, promulgat ed under the Act, subj ect to cert ain limit ations.  In general, under Rule 144, a person (or 
persons whose shares are aggregat ed) who has satis fi ed a one-year holding period may, under certain 
ci rcumstances, sell within any three-month period a number of securiti es which does not exceed the 
great er of 1% of the then out st anding shares of common stock or the average weekly trading volume of 
the cl ass during the four cal endar weeks prior to such sal e.  Rule 144 also permits, under cert ain 
ci rcumstances, the sal e of securities, without any limitation, by a person who i s not our affili at e and who 
has satisfi ed a two-year holding period.  In addition, 6,064,215 shares of our outst anding comm on stock, 
which is a subst anti al amount of our out standing common stock, is being regist ered for resal e by cert ain 
selli ng stockholders.  The subst anti al number of shares eligibl e for sal e could cause our common stock 
pri ce to be l ess than it would be in the absence of such an offering, whether or not such shares are actually 
sold, and sal es of a signi fi cant number of such shares at any one time could further decrease our stock 
pri ce. 
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USE OF PROCEE DS  

We will not receive any of the proceeds from the sal e of the common stock offered by the selli ng 
securit yholders.  However, we may receive an aggregat e of $4,046,180 upon the exercise of all t he 
warrants held by the sel ling securityholders i f such warrant s are exerci sed for cash.  Such funds, i f any, 
will be used for working capit al and general corporat e purposes.  Pending  use of the proceeds, they will 
be i nvested in short -term, interes t  bearing securiti es or money market funds.  As of the dat e of thi s 
prospectus,  we have received no fi rm commitment s for t he  exercise of such  warrants. 
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MAR KET FOR COMMON EQUITY AN D RELAT ED STOCKHOLDER MATT ERS 

Our common stock commenced trading on the OTC Bul let in B oard beginning in the fi rst quart er of 
1998 under the symbol “LILM".  On October 30, 2002, our common stock began trading on the OTC 
Bull etin Board under the symbol “ INKS".  The foll owing t abl e sets forth, for the fiscal periods indicat ed, 
the high and low bid pri ces of a share of common stock as report ed by the OTC B ull etin Board under the 
symbol “LILM" for periods prior t o October 30, 2002 and under the symbol “ INKS " for periods 
subsequent to October 30, 2002.  Such quotati ons refl ect int er-deal er pri ces, without ret ail mark-up, mark-
down or commission and may not necessari ly represent actual t ransactions and the reverse stock split t hat 
occurred i n October 2002. 

 High Low 
Calendar Year 2001   

1st Quart er .............................................................................................   $0.637  $0.58 
2nd Quart er................................ ............................................................   $0.637  $0.278 
3r d Quart er ................................ ............................................................   $0.722  $0.278 
4th Quart er .............................................................................................   $0.722  $0.722 

   
Calendar Year 2002   

1st Quart er .............................................................................................   $0.722  $0.296 
2nd Quart er................................ ............................................................   $2.037  $0.296 
3rd Quart er ................................ ............................................................   $2.13  $1.87 
4th Quart er .............................................................................................   $2.50  $1.30 
   

Calendar Year 2003   
1st  Quart er..............................................................................................   $2.45  $1.45 
2n d Quart er .............................................................................................   $2.00  $1.30 
3rd  Quart er (t hrough August 18, 2003) ................................ .....................          $1.50       $1.30 

 
As of August 18, 2003, the high and low bid pri ces per share of common stock as report ed by the 

Over the C ounter B ull etin Board under the symbol “ INKS" were $1.50 and $1.50 respectively and there 
were approximately 100 holders of record of the common stock. 

We have not paid dividends on the common stock since i nception and do not intend to pay any 
dividends to our stockholders in the foreseeable future.  W e currently intend to ret ain earnings, i f any, for 
the development of our business.  The decl arati on of dividends in the future will be at the el ection of our 
board of di rectors and will depend upon our earnings, capit al requirements, financial posit ion, general 
economic conditions, and other factors the board of di rectors deem rel evant. 

Equity Compensation Plan Information 

The following tabl e provides i nformation about shares of our common stock that may be issued upon 
the exercise of options and warrant s under all of our existing compensation pl ans as of December 31, 
2002.  Our stockholder approved equity compensation plans consist of t he 2002 Employee, Di rector and 
Consult ant Stock Option Pl an.  W e have a number of options and warrants which were granted pursuant 
to equity compensation pl ans not approved by security holders and such securiti es are aggregated in the 
tabl e below.   
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Plan category 

Number of  securi ties  to be 
issued upon exercise of 

outstanding options, 
warrants  and rights 

 
(a) 

Weighted-average 
exercise pri ce of 

outstanding options, 
warrants  and rights  

 
(b) 

Number of  securi ties  
remaining available for 
future issuance under 
equi ty compensation 

plans  (excluding 
securi ti es  refl ected in 

column (a)) 
 

(c) 
Equity 
compensation 
plans approved 
by securit y 
holders   384,789  $1.054  3,115,211 
 
Equity 
compensation 
plans not 
approved by 
securit y holders   1,029,402  (1)  $1.310  0 

Total  1,414,191   3,115,211 
 
(1) Does not include options  to purchase 300,840 shares  of InkSure Delaware common s tock which 
we beli eve was  not validly issued. 

We have authorized the is suance of equity securiti es under t he compensation pl ans described below 
without the approval of st ockholders. No additi onal options, warrants or rights are avai lable for i ssuance 
under any of t hese pl ans, except for additi onal shares which may become purchasable under warrant s with 
anti -diluti on prot ection as noted below. W e have agreed to regist er for resal e the common stock 
underlying the warrants issued to C ommonweal th Associ at es described below. 

*  Commonwealth Associ ates, L.P. warrant s, dat ed July 5, 2002, July 31, 2002 and September 6, 
2002: warrant s to purchase shares of InkSure Delaware common stock in connection with 
Commonwealth' s role as placement agent in a privat e pl acement of InkSure Delaware' s securiti es.  The 
warrants were to purchase an aggregat e of 550,933 shares of InkSure Delaware common stock at an 
exercise pri ce of $1. 61 per share.  In connection with the merger of InkS ure Delaware with our wholly 
owned subsidi ary, these warrants to purchase shares of InkSure Delaware common stock were convert ed 
into warrant s to purchase shares of our common stock. 

*  Eli e Housman option, dated F ebruary 6, 2002: options t o purchase shares 478,469 shares of 
InkSure Delaware common stock at an exerci se pri ce of $0.966 per share, with an expirati on dat e of 
February 6, 2009.  In connection with the merger of InkSure Delaware with our wholly owned subsidi ary, 
these options to purchase shares of InkSure Delaware common stock were converted into options to 
purchase shares of our common stock. 

Equity Transactions 
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We consummated the foll owing equity t ransactions, each exempt from the regi strati on requirements 
under S ection 4(2) and Regulat ion D of the S ecuriti es Act of 1933, as amended, and the rul es and 
regulations promulgat ed t hereunder: 

*  During 2001, InkS ure Delaware issued 709,066 shares of its common s tock for a purchase pri ce 
of: (i) $7,000 in cash; (i i) 10% of the t hen-outst anding shares of InkSure Inc.; and (iii ) 20% of the then-
outst anding shares of InkS ure RF Inc.  In connection with the merger of InkS ure Delaware with our 
wholly owned subsidiary, the shares of InkS ure Delaware common stock were convert ed into shares of 
our common stock. 

*   In January 2002, InkSure Delaware issued 356, 630 shares of its common stock, for a purchase 
pri ce of $250,000 in cash.  In connection with t he merger of InkSure Delaware with our wholly owned 
subsidi ary, the shares of InkSure Delaware common stock were convert ed i nto shares of our common 
stock. 

*  In February 2002, InkSure Delaware issued 142,653 shares of it s common stock for a purchase 
pri ce of $100,000.  In connection with the merger of InkS ure Delaware with our wholly owned 
subsidi ary, the shares of InkSure Delaware common stock were convert ed i nto shares of our common 
stock. 

Sale of Seri es  A Convertibl e Pref erred Stock 

On March 4, 2002, InkSure Technologies Inc., a Delaware corporati on, or InkS ure Delaware, ent ered 
into a Stock Purchase Agreement with Supercom Ltd. and El -Ad Ink LLC.  Pursuant to t he Stock 
Purchase Agreement, Supercom Ltd. sold 1,141,553 shares of InkSure Delaware Seri es A P referred Stock 
which it owned to El-Ad Ink LLC and InkSure Delaware issued 171, 232 shares of Seri es A P referred 
Stock to El -Ad Ink LLC.  The S eri es A Preferred stock had a liquidation preference of $0.876 per share 
and was convert ibl e into an aggregate of 1,498,613 shares of InkSure Delaware common stock, subj ect to 
adjustment under cert ain ci rcumstances.  In connection with the merger of InkS ure Delaware with our 
wholly owned subsidiary, all of the shares of InkSure Delaware Seri es A Preferred Stock convert ed into 
shares of our common stock and were subsequently exchanged for shares of our common stock. 

Private Placement of Units 

In 2002, InkS ure Delaware received gross proceeds of $6,700,000 in t hree t ranches, with the thi rd 
tranche closing on September 6, 2002, from the privat e sale t o investors of 67 units, wi th each unit 
consi sting of 62,112 shares of InkS ure Delaware common stock and a fi ve-year warrant t o pur chase 
21,739 shares of InkSure Delaware common stock at a price of $2.17 per share.  In the aggregate t his 
represented a sale to t he investors of 4, 161,505 shares of common stock and warrants t o purchase 
1,456,526 shares of common stock, which at t he time represent ed approximately 43% of InkS ure 
Delaware's outs tanding common stock on a full y diluted basi s.  In connection with t he merger of InkSure 
Delaware with our wholly owned subsidiary, all of t he shares of InkS ure Delaware common stock issued 
in the privat e pl acement were exchanged for shares of our common stock and all warrants to purchase 
shares of InkSure Delaware common stock were convert ed i nto warrants to purchase shares of our 
common stock.  Commonwealth Associ ates, L.P. act ed as t he pl acement agent in such privat e pl acement.  

We agreed to prepare and fi le a regist ration st at ement with the S ecuriti es Exchange Commission no 
lat er than six months following the dat e of t he closing of the merger of our whol ly owned subsidi ary with 
InkSure Delaware in order to regist er the InkSure Delaware common stock and the InkS ure Delaware 
common stock underlying the warrant s that were issued in the offering described above and subsequently 
convert ed i nto shares of our common stock and of our common stock underlying the warrants.  The 
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merger closed on October 28, 2002 and we fil ed the regi strati on stat ement of which this prospectus is a 
part on April 28, 2003.   

In connection with t he privat e pl acement, InkS ure Delaware paid Commonwealth Associates, L.P., a 
regist ered broker-deal er, a $569, 500 cash fee and issued three fi ve-year warrants to purchase an aggregat e 
of 550, 933 shares of InkSure Delaware common stock at a pri ce of $1.61 per share.  In connection with 
the merger of InkSure Delaware wi th our wholly owned subsidi ary these warrant s to purchase shares of 
InkSure Delaware common stock were convert ed into warrant s to purchase shares of our common stock.  
In December 2002, Commonwealth dist ribut ed t hese warrants t o cert ain of its employees and affiliat es. 

MANAGE MENT' S DISCUSSION AND ANAL YSIS OR PLAN OF OPERATION  

In this section, “Management's Discussion and Analysi s or Plan of Operation," references to “ we, " 
“us," “ our," and “ours" refer t o InkS ure Technologies, Inc. and its consolidated subsidi aries. 

The foll owing discussion does not purport to be complet e and should be read in conjunction with, the 
Financi al St at ements and the Notes thereto i ncluded in t his report. This di scussion contains cert ain 
forward-looking st at ements t hat involve subst anti al risks and uncert ainti es. W hen used in this report the 
words “ anti cipat e, " “ believe," “ estimate, " “ expect" and simil ar expressions as t hey rel at e t o our 
management or us are intended to ident i fy such forward -looking stat ement s.  Our actual results, 
performance or achievements could di ffer materi all y from those expressed in, or impli ed by, these 
forward-looking st at ements.  Histori cal operati ng result s are not necessarily i ndi cative of t he t rends in 
operat ing results for any future period. 

Overview 

On October 28, 2002, a wholly owned subsidiary of Lil Marc, Inc. merged with and into InkS ure 
Technologies, Inc., a Delaware corporati on (“ InkSure Delaware") and InkSure Delaware became a 
wholly-owned subsidi ary of Lil Marc in a transaction accounted for as a reverse acquisition of Lil Marc 
by InkSure Delaware. P rior to t he reverse merger, Lil Marc was a non-operati ng publi c shell corporati on 
with nominal asset s.  Following the reverse merger, the management of InkS ure Delaware controll ed the 
merged company and the principal shareholders of InkSure Delaware became principal shareholders of 
the merged company.  Following the closing of t he reverse merger, Lil Marc changed its name to InkS ure 
Technologies Inc.  As a result of t he reverse merger transaction, InkS ure Delaware changed it s name to 
IST Operating Inc. and continued as an operating entit y and as our wholly owned subsidi ary, and the 
histori cal fi nancial st at ements of InkSure Delaware replaced those of Lil Marc.   

A. RESULT OF OPERA TIONS 

The following discussion of our fi nanci al conditi on and results of operati ons should be read in 
conjunction with t he consolidat ed fi nancial st at ements and the rel at ed not es. The financial statement s 
have been prepared in accordance with US Generally Accepted Accounting Principl es, or GAAP.  

This discussion contains forward-looking st at ement s that involve risks and uncert aint ies.  

Our actual results may differ materi all y from those anti cipated in these forward-looking st at e ment s as 
a result of cert ain factors.  

Cri tical  Accounting Poli cies 
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Our financi al st atement s are prepared in accordance with US GAAP.  The signi fi cant accounting 
poli ci es foll owed in t he preparation of t he financial st at ements, appli ed on a consist ent basi s and which 
have been prepared in accordance with t he historical cost convention, are set forth i n Note 2 to t he 
Consolidat ed Financi al St atements.  

Of t hese signi fi cant accounting poli ci es, cert ain poli ci es may be considered criti cal because they are 
most import ant to t he port rayal of our financi al condition and resul ts, and they requi re management's 
most di ffi cult, subj ective or complex judgments, often as a result of t he need to make estimates about the 
effect of matt ers that are i nherently uncert ain.  We beli eve the following criti cal account ing poli ci es affect 
our more signi fi cant j udgment s and estimates used in t he preparation of our consolidat ed financi al 
stat ements.  

Revenue recognition . Revenue from syst ems and product s is recognized when titl e and ri sk of loss 
have transferred to t he customer and all customer acceptance and other conditi ons, i f any, have been 
sati s fi ed, and when coll ection is reasonably assured.  Revenue from t echnology t ransfer is recognized 
according to contract li fe.  S ales to di stri butors do not i nclude the ri ght of return.  In December 1999, the 
SEC issued St aff Accounting Bull eti n No. 101 (“ SAB 101"), as amended in June 2000, which 
summarizes the st aff's views in applying generall y accepted accounting principl es t o revenue recognition 
in fi nanci al st at ements.  We adopted S AB 101 during the fourth quart er of 2000.  The adoption did not 
have an effect on our consolidat ed result s of operations or financi al positi on. 

Revenues in respect of sal es of raw materi als, parts and suppli es are recognized when the fol lowing 
crit eri a are met: 

1. Persuasive evidence of an arrangement exists ; 
2. Delivery has occurred; 
3. The fee is fixed or det erminable; and 
4. Coll ectibili ty is probable. 
 

Deferred revenues include amounts received from customer s for which revenues have not been 
recognized. 

Inventories . Inventori es are st at ed at the lower of cost or net reali zabl e value.  Cost is det ermined by 
cal cul ating raw materi al s, work in process and fini shed products using the “ fi rst i n, first out" method.  

Three Months  Ended June 30, 2003 Compared wi th Three Months  Ended June 30, 2002   

Revenues.  Revenues cons ist of gross sal es of products l ess discounts and costs associat ed with 
technology transfer.  W e are currently concent rating on ent ering and implementing l arge-scal e proj ects.  
These pot ential cont racts are subject to a long sal es cycl e and fl uctuat ed timetable for ent ering and 
implementing such proj ect s.  This affect ed our results for the t hree months ended June 30, 2003, where 
we had no revenue, compared to $825,000 in t he t hree months ended June 30, 2002.  R evenue in the three 
months ended June 30, 2002 consist ed primaril y of the ink shipments t o the transportat ion proj ect in 
Turkey.  Revenues from thi s agreement were $703,000 for the three months ended June 30, 2002.  

 
Revenue from the agreement with W estvaco B rand S ecurit y was $64,000 for the three months 

ended June 30, 2002.  The agreement expi red on December 31, 2002. 
 

Cost of Revenues.  Our cost of revenues consi sts of materials, sub-cont ractors and compensation 
costs.  We had no cost of  revenue in the three months ended June 30, 2003, compared to $85,000 in the 
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three months ended June 30, 2002.  Cost of revenue in the three months ended June 30, 2002 was in 
connection with our transport ation project in Turkey.  
 

Research and Development Expenses.  Research and development expenses consist primaril y of 
compensation costs attri but abl e to employees engaged in ongoing research and development act iviti es, 
development-rel at ed raw materi al s and sub-cont ractors, and other rel at ed costs.  Research and 
development expenses i ncreased by $112,000, or 54%, to $318,000 in t he t hree months ended June 30, 
2003 from $206,000 in t he three months ended June 30, 2002. This increase in research and development 
expenses is primarily relat ed to i ncreased payment s to subcont ractors in connection with t he development 
of several new product s and new generations of our exi sting products.   
 

Sell ing and Marketing Expenses, N et.  Selli ng and marketing expenses, net consist primaril y of 
costs rel ati ng t o compensation attribut able t o employees engaged in sal es and marketing activit ies, 
promotion, advertisi ng, trade shows and exhibitions, sal es support, travel, commissions and rel at ed 
expenses.  Selli ng and marketing expenses decreased by $43,000, or 10%, t o $375, 000 in the three 
months ended June 30, 2003 from $418, 000 in the t hree months ended June 30, 2002.  This decrease in 
selli ng and marketing expenses was primarily due to higher marketing expenses in 2002 rel at ed to the 
transport ati on project i n Turkey.  W e beli eve t hat t he signi ficant investment in pre-sal es and marketing 
activit ies wi ll cont ribut e to our short -term and long-term sal es l evel s.   
 

General and Administrati ve Expenses.  General and admini strati ve expenses consi st primarily of 
compensation costs for administ ration, finance and general management personnel, insurance, l egal, 
accounting and adminis trati ve costs.  General and admini strati ve expenses increased by $144,000, or 
215%, to $211, 000 in the t hree months ended June 30, 2003 from  $67, 000 in the three months ended 
June 30, 2002.  This i ncrease was primaril y a result of t he merger and the higher insurance, legal and 
accounting costs rel at ed to our being a public company. 
 

Financial Income, N et.  Financi al income, net increased by $26,000, t o $15,000 in t he t hree 
months ended June 30, 2003 from $(11,000) in the three months ended June 30, 2002.  This increase was 
due to the i nt erest earned on our short -term deposits. 
 

Net Income (Loss).  We had a net loss of $889,000 in the three months ended June 30, 2003, 
compared with a net i ncome of $38,000 in t he three months ended June 30, 2002.  The increase in net l oss 
in the three months ended June 30, 2003 in comparison with t he three months ended June 30, 2002 is 
att ribut abl e to t he various influences described above, which result ed in us having no revenue in the three 
months ended June 30, 2003.   

 
Six Months  Ended June 30, 2003 Compared with Six Months  Ended June 30, 2002   

Revenues.  Revenues cons ist of gross sal es of products l ess discounts and costs associ at ed with 
technology transfer.  W e are currently concent rating on ent ering and implementing l arge-scal e proj ects.  
These pot ential cont racts are subject to a long sal es cycl e and fl uctuat ed timetable for ent ering and 
implementing such proj ect s.  This affect ed our results for the six months ended June 30, 2003, where we 
had no revenue, compared to $1,884, 000 in the six months ended June 30, 2002.  Revenue in the six 
months ended June 30, 2002 consist ed primaril y of the firs t shipments and implementati on of the 
transportati on project i n Turkey.  R evenues from this agreement were $1, 272,000 for t he six months 
ended June 30, 2002. 

 
Revenue from the agreement with W estvaco B rand S ecurit y was $446, 000 for t he s ix months 

ended June 30, 2002.  The agreement expi red on December 31, 2002. 
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Cost of Revenues.  Our cost of revenues consi sts of materials, sub-cont ractors and compensation 
costs.  We had no cost of  revenue in the six months ended June 30, 2003, compared to $271,000 in t he 
six months ended June 30, 2002.  Cost of revenue in t he six months ended June 30, 2002 was i n 
connection with our transport ation proj ect in Turkey.  
 

Research and Development Expenses.  Research and development expenses consist primaril y of 
compensation costs attri butabl e to employees engaged in ongoing research and development act iviti es, 
development-rel at ed raw materi al s and sub-cont ractors, and other relat ed costs.  R esearch and 
development expenses i ncreased by $242,000, or 66%, to $608,000 in t he s ix months ended June 30, 
2003 from $366,000 in t he six months ended June 30, 2002. This increase i n research and development 
expenses is primarily rel at ed to i ncreased payment s to subcont ractors in connection with t he development 
of several new product s and new generations of our exi sting products.   
 

Sell ing and Marketing Expenses, N et.  Selli ng and marketing expenses, net consist primaril y of 
costs rel ati ng t o compensation attribut able t o employees engaged in sal es and marketing activit ies, 
promotion, advertisi ng, trade shows and exhibitions, sal es support, travel, commissions and relat ed 
expenses.  Selli ng and marketing expenses decreased by $35,000, or 4%, to $753,000 in t he six months 
ended June 30, 2003 from $788, 000 in the six months ended June 30, 2002.   This decrease in sell ing and 
marketing expenses was primarily due t o higher marketing expenses in 2002 related to t he t ransport ati on 
proj ect in Turkey.  W e beli eve t hat the signi fi cant investment in pre-sal es and marketing activiti es will 
cont ribute to our short -term and long-term sales levels.   
 

General and Administrati ve Expenses.  General and admini strati ve expenses consi st primarily of 
compensation costs for administ ration, finance and general management personnel, insurance, l egal, 
accounting and adminis trati ve costs.  General and admini strati ve expenses increased by $195,000, or 
103%, to $384, 000 in the six months ended June 30, 2003 from  $189,000 in t he six months ended June 
30, 2002.  This increase was primaril y a result of t he merger and the higher insurance, legal and 
accounting costs rel at ed to our being a public company. 
 

Financial Income, N et.  Financi al income, net increased by $49,000, t o $37,000 in t he six months 
ended June 30, 2003 from $(12, 000) i n the six months ended June 30, 2002.  This increase was due to the 
interest earned on our short -term deposits. 
 

Net Income (Loss).  We had a net loss of $1,708, 000 in the six months ended June 30, 2003, 
compared with a net i ncome of $58,000 in t he six months ended June 30, 2002.  The increase in net loss 
in the six months ended June 30, 2003 in comparison with t he six months ended June 30, 2002 i s 
att ribut abl e to t he various influences described above, which result ed in us having no revenue in the six 
months ended June 30, 2003.   

 
Year Ended December 31, 2002 Compared with Year Ended December 31, 2001   

Sales.  Sales consist of gross sal es of product s less discounts and refunds, t echnology transfer and 
minimum appl icati on fees.  Sal es i ncreased by $923,000, or 52%, to $2,693,000 in 2002 from $1,770, 000 
in 2001.  This increase in t otal sales was primarily due to the implementation and the shipments under the 
transportation project in Turkey. Revenues from this agreement were $2, 000,000 for t he fiscal year ended 
December 31, 2002. 

Revenues from the agreement with Westvaco Brand Security were $580,000 for the fi scal year ended 
December 31, 2002 compared to $1,667,000 for the fi scal year ended December 31, 2001. The decreased 
revenue under this agreement in 2002 was a result of t he new agreement that was signed at the beginning 
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of the 2002 fiscal year.  The new agreement with W estvaco expi red at the end of the 2002 fi scal year and 
Westvaco is currently not one of our customers. 

Cost of Sal es. C ost of sal es consist s of material s, sub-cont ractors an d compensat ion costs.  Cost of 
sal es i ncreased by $359,000, or 735%, t o $402, 000 in 2002 from $43,000 in 2001.  Cost of sales as a 
percentage of sales was 15% in 2002, compared with 2.4% in 2001. The low cost of sales in 2001 is 
mainly due to t he fact that sal es were based on t echnology transfer and minimum appli cation fees rather 
than manufactured products. 

Research and Development Expenses. Research and development expenses consist primarily of 
compensation costs attri but abl e to employees engaged in ongoing research and development act iviti es, 
development-rel at ed raw materi al s and sub-cont ractors, and other relat ed costs.  R esearch and 
development expenses decreased by $65,000, or 7%, to $809,000 in 2002 from $874,000 in 2001. This 
decrease was primarily a result of  the exchange rat e between the U.S. Doll ar and the Is raeli S hekel 
during 2002.  W e maint ain our R&D center in Is rael, so most of our expenses are based on the Is raeli 
Shekel.   

Sales and Marketing Expenses.  Sal es and marketing expenses consist primaril y of costs rel ating to 
compensation attributable to employees engaged in sal es and marketing acti viti es, promotion, advertisi ng, 
trade shows and exhibiti ons, sal es support, travel, commissions and related expenses.  S al es and 
marketing expenses increased by $890,000, or 118%, to $1,641,000 in 2002 from $751, 000 in 2001.  This 
increase was primaril y a result of t he i nt ernational expansion of our sal es and marketing acti viti es in 
2002.  The resul t of t his activit y is a 52% increase i n our sal es in 2002 compared to our sal es in 2001.  W e 
beli eve that the signi fi cant i nvestment i n pre-sal es and marketing acti viti es will contribut e to our short-
term and long-term sal es l evels.   

General and Administrati ve Expenses. General and administ rative expenses cons ist primaril y of 
compensation costs for administ ration, finance and general management personnel, offi ce maint enance, 
insurance, l egal, accounting and administrative costs.  General and administ rative expenses decreased by 
$85,000, or 15%, to $488,000 in 2002 from  $573,000 in 2001. General and administ rative expenses 
increased in the fourth quart er of 2002 due to the merger, primarily in connection with accounting 
expenses and costs associ at ed with our acqui sition of di rectors' and offi cers' insurance.  We succeeded in 
decreasing our general and admini strati ve expenses during 2002 despite t he increase i n the fourth quart er 
due to the effi ci ency of our new management. 

Financial Income, N et. Financial income, net decreased by $45,000, or 63%, to $26, 000 in 2002 from 
$71,000 in 2001.  This decrease was due to the exchange rat e between the U.S. Doll ar and the Is rael i 
Shekel.  InkSure Ltd. received a loan from InkSure Delaware's former parent company, Supercom Ltd., 
which was linked to t he Is raeli Consumer Pri ce Index and had an i nterest rat e of 4%.  In 2001, we 
recognized t ranslati on gain from this loan due to the rise in the U.S. Doll ar. At the beginning of 2002, the 
loan was converted into a cont ribution to our capit al. 

Net l oss from Continued Operations .  We had a net loss of $621,000 in 2002, compared with a net 
loss of $400,000 in 2001, which is an increase of $221,000, or 55%.  The increase in net loss i n 2002 in 
comparison with 2001 is att ribut abl e t o the various influences described above, primarily to increases in 
sal es and marketing expenses.  We believe that the i nvestment i n sales and marketing wi ll cont ribut e to 
our short-term and long -term sal es l evel s.  

B. LIQUIDIT Y AND CA PITAL RESOURC ES 
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We have incurred subs tanti al losses since our inception in May 2000.  We had an accumulat ed 
defi cit of approximately $6,456, 000 at June 30, 2003, and had a working capital (current assets l ess 
current liabi liti es) of approximately $2, 806,000 at June 30, 2003. 
 

Capit al expenditures were approximately $15, 000 in the three months ended June 30, 2003 and 
$5,000 in the three months ended June 30, 2002.  Capit al expenditures were approximately $30, 000 in the 
six months ended June 30, 2003 and $7,000 in the six months ended June 30, 2002.  W e do not have any 
materi al commitment s for capit al expenditures for the year ending December 31, 2003.  
 

At June 30, 2003, we had cash, cash equivalents and short-term deposits of approximately 
$3,001, 000 ($58,000 in June 2002); $0 short -term bank credit ($390,000 in June 2002) and a $0 in 
principal and int erest outstanding under a long-term loan from a former rel at ed party ($200,000 in June 
2002).  The di fferences from June 30, 2003 to June 30, 2002 are due t o amount s raised in the InkSure 
Delaware offering, the paying off of all short -term bank credit following the InkSure Delaware offering  
and the rel at ed party's cancell ati on of the l oan following our payment of $200, 000 to such rel at ed party, 
respectively. 
 

We generat ed negative cash flow from operati ng acti viti es of approximately $764,000 in t he three 
months ended June 30, 2003 and $1,285,000 in the six months ended June 30, 2003 compared to 
$167,000 in the three months ended June 30, 2002 and $98,000 in t he s ix months ended June 30, 2002. 

 
We bel ieve that cash generat ed from operati ons and cash from the privat e pl acement that closed 

in September 2002 will provide suffi ci ent cash resources to finance our operati ons and proj ected 
expansion of our marketing and research development acti viti es for the next 18 months, even i f no 
signi fi cant revenues are generated over t hat period.  However, i f we ent er a project which requires 
materi al upfront expenditures or if we grow more rapidly than currently anti cipat ed, it is possibl e that we 
would requi re more funds than presently anti cipated.  

 
 

C. RESEARCH AN D DE VEL OPMENT, PATEN TS AND LICENSES  

We bel ieve that our future success will depend upon our abilit y to enhance our existing products 
and syst ems and int roduce new commerciall y vi abl e products and syst ems addressing the demands of the 
evolving markets for brand and document prot ect ion.  As part of the product development process, we 
work closely with current and potenti al customers, dist ri bution channels and l eaders in certain indus try 
segments to i denti fy market needs and define appropri at e product speci fi cati ons.  Our employees also 
parti cipate i n indust ry forums in order to st ay i nformed about the lat est indus try development s.  
 

Our research and development expenses were approximately $318, 000 in the three months ended 
June 30, 2003 and $608,000 in t he six months ended June 30, 2003, compared to $206, 000 in the three 
months ended June 30, 2002 and $366,000 in the six months ended June 30, 2002.  To dat e, all research 
and development expenses have been charged to operati ng expense as incurred.   
 

 We currently hold six pending pat ents on our technologies.  
 

D.  CONTRACTUAL OB LIGATIONS AND COMMIT MENT S 

Our contractual obligations and commitment s at June 30, 2003 principally include obligations 
associ at ed with our future-operati ng l ease obligations.  Our tot al future obligat ion is approximately 
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$254,000 until 2008.  We expect to finance t hese cont ractual commitments from cash on hand and cash 
generat ed from operati ons. 
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BUSINESS 

Reorganization 

On October 28, 2002, a wholly owned subsidiary of Lil Marc, Inc. merged with and into InkS ure 
Technologies, Inc., a Delaware corporati on (“ InkSure Delaware") and InkSure Delaware became a 
wholly-owned subsidi ary of Lil Marc in a transaction accounted for as a reverse acqui sition of Lil Marc 
by InkSure Delaware. P rior to t he reverse merger, Lil Marc was a non-operati ng publi c shell corporati on 
with nominal asset s.  Following the reverse merger, the management of InkS ure Delaware controlled t he 
merged company and the principal shareholders of InkSure Delaware became principal shareholders of 
the merged company.  Following the closing of t he reverse merger, Lil Marc changed its name to InkS ure 
Technologies Inc.  As a result of t he reverse merger transaction, InkS ure Delaware changed it s name to 
IST Operating Inc. and continued as an operating entit y and as our wholly owned subsidi ary, and the 
histori cal fi nancial st at ements of InkSure Delaware replaced those of Lil Marc.   

General 

We develop, market and sel l customized authenticati on syst ems designed to enhance the securit y of 
document s and branded products and to meet the growing demand for protecti on from counterfeiting and 
diversion.  In t his context, “ counterfeit it ems" are imit ation it ems that are offered as genuine with the 
intent to deceive or defraud.  “ Diversion" (al so t ermed “ parall el trading" or “gray market commerce") i s 
the sell ing of goods (oft en genuine goods) in a geographic market where both wholesal e and ret ail pri ces 
are high whil e fal sely purchasing them for another market where wholesal e pri ces are lower, thus taking 
advantage of t he pri ce difference between the two markets.  W e operat e within the “ authenti cation 
indust ry," an i ndust ry t hat i ncludes a variety of fi rms providing t echnologies and servi ces designed to 
prevent the counterfeiting and diversion of valuable documents and product s.  The Unit ed Kingdom's 
Counterfeit Int elli gence Bureau estimates that l osses by companies and governments from counterfei ting 
and diversion range from $300 billi on to as high as $1 t rillion annually.  Securit y Solution Consul tancy 
report ed in 1999 that their research had reveal ed a market of approximately $25 billion for document and 
product prot ection – a mere 5% to 6% of t he tot al estimated losses due to counterfeiti ng.   

Our product s are based on two principal technologies – customizable securit y inks that are suit abl e 
for almost every type of digital and impact printi ng on a wide variety of surfaces or subst rat es (e. g., paper 
document s, pl asti c identifi cati on cards, packaging materi als and labels ), and a sophi sti cated “ full -
spectrum" reader that uses proprietary software t o qui ckly analyze marks print ed with our speci alt y inks.  
Our securit y solutions are considered to be covert because our speci alty i nks are i ndi stingui shable from 
standard non-securit y inks and are easily i ncorporat ed into variabl e and full y personali zed dat a on 
document s, products, product l abel s, packaging, and designs. 

Our ink-based products provide a customized solution by creating a unique chemical code for each 
product line or document bat ch t hat can only be authenti cat ed by our reader.  We have appli ed for three 
pat ents covering various methods of marking documents for the purpose of authenti cation and three 
pat ents relat ed to the radio frequency (“ RF") t echnology being developed by us.  W e are also seeking 
prot ection under t he Pat ent Cooperation Treaty.  See “ Business — P atent s and P ropri et ary Technology." 

We are currently working on the development of next -generati on RF technology that is being 
designed to enable low -cost t agging of items.  This RF technology is being designed to permit “ no line of 
sight " identi fi cation and will be sui tabl e for a variety of appli cations, including authenti cati on, supply 
chain management and t raceability, proof of ownership, and data carrying t ransactions.  If success fully 
developed, we beli eve that such technology could eventually repl ace the famili ar barcode technology and 
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other el ect roni c arti cl e surveill ance solutions currently avail abl e.  See “ Business — R esearch and 
Development " and “Business — Products." 

Our securit y products and business st rat egy have enabled us to grow from $1,770,000 in revenues in 
2001 to $2,693, 000 in 2002, with a sal es backlog of $1,000,000 as of December 31, 2002.  The backlog is 
related to our Turkish transportati on proj ect with ISB AK.  The timetable for receiving revenue from this 
backlog is dependent on ISB AK's consumption of our inks.  We expect to fill t he majorit y of t his backlog 
in the third quarter of 2003 and expect to fill the remainder i n the fourth quart er of 2003.  Revenues from 
the agreement with ISB AK were $2,000,000 for the fiscal year ended December 31, 2002, represent ing 
approximately 74% of our revenues for that year.  Currently ISB AK is our major customer, and the bulk 
of our revenues are dependent upon the agreement with ISB AK.  See “ Business — Sales and Marketing." 

Corporate Hi story 

We were i ncorporat ed under the laws of the st at e of Nevada on April 22, 1997 under the name “ Lil 
Marc, Inc."  W e were incorporat ed as a development st age ent erprise in the baby products industry to 
develop, manufacture and market t he “ Lil Marc", a pl asti c toilet training device for young boys.  In May 
2000 Lil Marc's pl an of operation became to att empt to merge or effect a business combination wi th a 
privat e operating entit y.  Pursuant t o an Agreement and Plan of merger, dat ed as of July 5, 2002, a wholly 
owned subsidi ary of Lil Marc, Inc., LILM Acquisit ion Corp., a Delaware corporation, merged with and 
into InkSure Technologies Inc., a Delaware corporation, or InkS ure Delaware.  InkS ure Delaware was the 
surviving corporati on in the merger and became a wholly owned subsidi ary of Lil Marc, Inc. 

Pursuant to the merger agreement, each share of InkS ure Delaware common stock out st anding 
immediately prior to t he effecti ve time of the merger was convert ed into the right to receive one share of 
our common stock. The tot al number of issued and outst anding shares of our common stock was 
11,982, 166 immediat ely after giving effect to the merger and a reverse stock spl it that was consummated 
on October 23, 2002. 

As a result of the merger, the former stockholders of InkSure Delaware held, immediat ely aft er t he 
merger, approximately 88.0% of t he i ssued and outst anding shares of our common stock; the remaining 
12.0% of t he issued and outs tanding shares of our common stock were held by the stockholders who held 
our common stock immediat ely before t he merger became effective. On a fully di lut ed basis, the former 
holders of securiti es of InkS ure Delaware held, immediat ely aft er the merger, approximately 90.5% of t he 
shares of Lil Marc, Inc. common stock. 

Pursuant to the merger agreement, all outst anding options and warrants t o purchase shares of InkS ure 
Delaware common stock were exchanged or convert ed i nto options and warrant s to purchase shares of 
our common stock on the same t erms and conditi ons as were in effect prior to the effecti ve time of the 
merger. The options and warrants is sued with respect to such exchanged options and warrants are 
exercisable for such number of shares of our common stock equal to the number of whole shares of 
InkSure Delaware common stock subject to each such exchanged option or warrant immediat ely prior to 
the effecti ve time of the Merger. The per share exercise pri ce of options and warrants is sued by us with 
respect to t he exchanged options and warrants remained unchanged from the per share exercise price of 
the exchanged options and warrant s.  Upon consummation of the merger, our  board of directors and 
management resigned and were repl aced by InkS ure Delaware's board of di rectors and management, and 
we began to carry on InkSure Delaware's business activities. 

On October 28, 2002, we also fil ed an amendment of our Articles of Incorporati on to, among other 
things, change our name from “ Lil Marc, Inc." to “ InkSure Technologies Inc. " 
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Effective on October 30, 2002, t he OTC Bull etin B oard stock symbol for our common stock was 
changed from “ LILM" to “ INKS." 

We conduct our operat ions with and through our di rect and indi rect subsidi ari es, InkSure Inc., a 
Delaware corporation formed in March 2000, IST Operating Inc., a Delaware corporation formed in May 
2000 (formerly known as InkS ure Technologies Inc. and referred to throughout this Prospectus as InkSure 
Delaware), and InkSure Ltd., which was formed in December 1995 under the laws of Israel.  We al so 
have a subsidi ary, InkSure RF Inc., a Delaware corporati on formed in March 2000, which does not 
currently conduct any operati ons. 

On July 8, 2003, we reincorporated as a Delaware corporati on by merging with and into a newly 
formed, wholly owned subsidi ary. 

Market Opportuni ty 

In general, brand owners t hat are vi ctims of counterfeiti ng do not publi ci ze thei r losses, nor do they 
publish their expenditures related to cont rolli ng t he problem.  In a survey conducted by the Int ernational 
Anti Counterfeiting Coaliti on in the year 2000, Fortune 500 companies report ed t hat t hey spend an 
average of between $2 - $4 million per year t o combat counterfeiti ng and some report ed spending up to 
$10 million.   

There are a growing number of companies, banks, organizations and other entiti es t hat recognize, 
acknowledge and are able to quanti fy or es timate the scope of their counterfeiti ng problem, and are 
willi ng to i nves t in security solutions to combat t hem, and are pot enti al customers for our products and 
servi ces.  W e beli eve t hat the number of entit ies wil ling to invest in securit y solutions will grow as t he 
magni tude of t he problem continues to grow. 

Once the end user has decided to implement a securit y pl an and int roduce new securi ty features or 
technology, there are various criteri a by which the sel ect ed t echnology will be measured.  We believe that 
our products provide a high level of security and fl exibility, whil e remaining cost-effecti ve.  See 
“Business — Competit ion." 

Tradi tional  Authenti cation Technologies 

Technologies used to authenti cat e and prot ect products and documents can be divided into two 
general cat egories: overt and covert.  Overt t echnologies are visible to the naked eye and are t ypi cally 
used by the consumer to identify the product or document as genuine.  Holograms, int ri cat e graphic 
design and color changing inks are among the most common overt security features used in both products 
and documents. 

Covert t echnologies are invi sibl e and, histori call y, designed to be used by invest igators, customs 
offi ci als and other l aw enforcement agents t o verify authenti city.  There are numerous covert technologies 
currently in use in the market, including specialty subst rates (e.g., papers wi th securit y fi bers or magnet ic 
threads) and in-product marking (e. g., tracers pl aced in fuels ).  However, one of t he most frequently used 
features for product and document security is special ty ink for t he obvious reason that ink is the main 
consumable for printing on documents, packaging and l abel s. 

The rapid rise in counterfeiting and diversion, however, has led to the need for i ncreasingly 
sophisti cat ed securi ty t echniques for companies and organizat ions to mark and protect high-value 
products and documents.  Accordingly, the market for countermeasures to counterfeiti ng and diversion is 
charact eri zed by a const ant i nflow and introduction of new authenti cati on t echniques as a result of rapid 
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technological progress.  Complex new t echnologies t hat are di ffi cult for counterfeit ers to circumvent are 
in demand. 

Typically, currency and high value documents incorporat e more t han one security feature (high 
denominations of Unit ed St at es currency have up to 20 securit y features ).  Brand owners are increas ingly 
adopting this same strat egy and are using several securit y features simult aneously to make reproducing 
the document or packaging increasingly di ffi cult and costly for t he counterfeit er.  In addition, layered 
securit y features provide continued prot ecti on for products i n the market even i f one of the features is 
compromised. 

InkSure Solutions 

We bel ieve that our authenticati on t echnology can be distinguished from other authenti cation 
solutions, such as visible and invisibl e ultra-viol et marks, fl uorescent i nks, watermarks and fi bers, 
opti cally vari abl e inks, and holograms, currently offered by our competit ors because our solutions offer a 
high level of security and fl exibilit y whil e remaining cost-effective.  Due to the nature of our technology, 
which is based upon multi -discipl inary t echnologies, including chemist ry, printing, el ect ro-opti cs and 
software, the solution is customized for each customer without signi fi cant additional cost s to the customer 
or us. 

High L evel of Securit y.  Each security ink manufactured by us has a unique “ signature" that is 
comprised of a vari ety of factors, including the amount s and the unique properties of t he chemical s 
included in the i nk, the type of ink, the i nk color, the printi ng method and the subst rat e.  Since t he reader 
utili zed by our solution reads a “ full -spect rum" rather than sampling a speci fi c point or points in a 
signature, a counterfeit item would have to repli cat e an enti re unique signature – i.e., every vari abl e upon 
which the signature depends – rather than merely repli cati ng certain port ions of the signature.  In additi on, 
because a coded ink' s unique signature is compri sed of various factors, with numerous possibl e 
permutations t hereof, our i nks are ext remely di fficult to reverse engineer.  W e believe that holograms, 
color changing inks and other more common overt security features are more easil y repli cat ed than our 
products.  In additi on, to thwart any counterfeiti ng att empts that success fully replicated a unique 
signature, we could alter any of t he vari abl es of which a signature is comprised and creat e an enti rely new 
unique signature without signi fi cant expense. 

Flexibility.  Our solution is highly fl exibl e, appl icabl e to almost every st andard i nk or toner used by 
standard printing devices.  In addition, we beli eve that our speci alty inks are suit abl e for print ing on any 
type of surface or substrat e for which digit al and impact printi ng is suit able.  Our readers are avail abl e 
either as hand-held devices designed for qui ck and accurat e field inspection, or as a t echnology that can 
be i nt egrat ed in existing t erminal s and readers (e.g., ATMs, MICR readers and access control systems) to 
allow automated identi ficati on and veri ficati on in mass quantiti es.  According to the cli ent's security 
needs, several different coded inks can be incorporated in a singl e product or document and the 
corresponding reader can be programmed to authenti cate and verify each of the di fferent codes – and 
indi cat e which code was veri fi ed. 

Cost Eff ecti ve.  Our technology provides a cost -effective solution to prevent counterfeiting and 
diversion because of our positi ve cost -performance rat io.  In additi on, because our readers are designed to 
det ect even trace amounts of the speci fi c chemical markers, our solutions provide a relatively high l evel 
of securit y, including through the use of chemicals, such as tagging agents, at reasonable i ncremental 
costs to our customers.  For example, our technology was suffi ci ently cost-effecti ve to be chosen for 
deployment in t he City of Ist anbul's bus syst em, where t he average ti cket pri ce is approximately $0. 50.  
Aft er deployment of our solutions through an initial i nvestment of approximately $2,000, 000, the Ist anbul 
Electri c, Tunnel and T ramway Enterprise Administ ration, which operat es t he City of Ist anbul' s bus 
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syst em, has seen its monthly revenue from the sale of bus ti cket s increase by approximately $750,000 per 
month.  We beli eve thi s increase is due l argely to the abilit y of our t echnology to prevent counterfeiti ng 
of ti cket s for t his bus syst em. 

Marketing and B usiness Strategy 

Our business st rat egy utili zes a “ razor / razor blade" approach with respect to the sal e of our readers 
and inks.  We regard t he sel ling of our propriet ary readers as infrastructure simil ar t o a hand held razor, 
while our speci alt y inks may be considered analogous t o the bl ades of a razor that represent continuing 
sal es.  The potenti al anti -counterfei t market segment s for our products can generally be divided into two 
major groups: documents (e.g., bank notes, checks, t ransport ation and event ti ckets, pre-paid telephone 
cards, identi fi cation cards, and passports ) and brand products (e. g., pharmaceuti cals, software, 
automotive, t oys, and apparel).  We have ent ered into strat egi c relationships with indust ry leaders such as 
Qwinst ar C orporation and Sun Chemicals Group B. V. to leverage the development, di stri bution and co-
marketing of t heir security product s. 

We bel ieve that the most receptive market segment for our authenti cati on appli cations – t he middle 
and high-end of t he security market – includes customers who have experi enced signi fi cant problems with 
counterfeiting and have been unable t o reduce or eliminate t he effect s of counterfeiting through the 
authenti cati on solut ions that are more easil y circumvented than our solutions.  In additi on, we have 
target ed customers that need a covert security feature t hat i s extremely di ffi cult t o reverse engineer. 

More speci fi cally, we have identifi ed and target ed the following market segment s: 

• Packaging .  W e beli eve our product may facilit at e brand prot ection through use i n 1st l evel 
(on the product ), 2nd  l evel (on the packaging) and 3rd  l evel packaging (t hrough the use of 
label s, stickers, et c.).  W e beli eve our product s are suit able for a number of industries, 
including consumer goods (e. g., apparel, cosmeti cs, fragrances, software, tobacco), 
pharmaceuti cals, and indust ri es t hat rely upon component parts (e.g., automotive, computer 
hardware).  

• Games and Entertainment .  Tickets and wrist bands for major sporting event s and 
ent ert ainment venues can be printed using our coded inks and authenti cated at the ent rance 
using either hand-held or st ati onary readers.  Simil arly, lottery ti cket s and gaming chips are 
subject to counterfeiting.  Lott ery tickets and gaming chips may be authenti cat ed at t he time 
of submission for payment.  

• Transportation.  Both nat ional and local t ransport ati on authoriti es is sue travel passes, season 
ticket s and singl e-use tickets, all of which are subject t o counterfeiting. 

• Financial Documents.  Hi storically, checks and other fi nanci al documents have incorporat ed 
sec urit y features i n the substrat e or the pre-print ed form, all in an effort to prot ect t he fixed 
and vari abl e dat a imprinted on the document.  With our t echnology, both fixed and vari able 
dat a can now be prot ect ed di rectly.  

• Government Identit y Documents.  We beli eve that our ability to mark toners, inkj et i nk and 
thermal transfer ri bbons and therefore provide authenti cati on capabiliti es to t he vari abl e dat a 
on government i dentit y documents such as passport s, visas, drivers li censes, ID cards, birth 
cert i fi cat es, and motor vehicl e regist rati ons is unique.  W e vi ew these market segments as 
requiring a long-term marketing and selli ng process given the t ypical government bid process 
and cycles for initi ati ng new features, as well as government cost constraints.  
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• Retail Vouchers and Gift Certifi cates.  Ret ail est ablishments currently use print ed vouchers 
and gi ft certi fi cates for i ncreased sal es.  Certi fi cates of Authenti city, which are printed 
document s that accompany a wide vari ety of ret ail goods ranging from soft ware products to 
luxury goods are also an area of opportunity.  

• Tax Stamps .  Government issued tax st amps for a vari ety of taxed it ems such as t obacco, 
wine, al cohol and export tax st amps offer opportuniti es for our authenti cati on t echnology. 

We have focused the bulk of our initi al efforts on market segments where we have already achi eved 
market penet ration in actual sal es and where we beli eve sales pot enti al is highes t – packaging, financi al 
document s, entert ainment (i. e., ticketing) and transport ation.  As a result of this focused strat egy, we have 
increased awareness of our products i n these segments, established a presence in t arget ed markets 
throughout t he world, and formed st rat egic al liances with companies that provide access to speci fi c 
markets, including the alli ance we formed in June of 2003 with S un C hemical Group B.V., the worlds' 
largest manufacturer of printi ng inks.  S ee “ Business — S ales and Marketing." 

Sales  and Marketing 

Initi all y, we relied solely on int ermediari es t o market and dist ribute o ur products and servi ces.  
However, we currently sell our products and services through a combination of our own sal es personnel, 
strat egi c alli ances and li censes with int ermediaries.  To dat e, we have est abl ished key st rategi c alliances 
or valuable relat ionships with end-users i n the following market segments: 

Packaging .  One key alli ance was with W estvaco Brand S ecurit y, a subsidi ary of W estvaco 
Corporation.  Pursuant to an agreement between our wholly owned subsidi ary, InkS ure Inc., and 
Westvaco B rand S e curity, Wes tvaco B rand Security had the exclusive, worldwide ri ght t o use our 
technology in primary and secondary packaging and a nonexclusive ri ght to use our t echnology for 
other packaging products, subj ect to quarterly payment s of $62,500 plus additional royalti es based on 
the number of products produced under the agreement. The agreement expi red on December 31, 
2002, and Westvaco Corporation has subsequent ly ceased the operat ions of W estvaco B rand S ecurit y.  
Revenues from thi s agreement were $580,000 for the fi scal year ended December 31, 2002.   

Financial Documents.  W e have also ent ered into an alli ance with Qwinst ar C orporation.  
Pursuant to an agreement dat ed December 28, 2001, between InkSure Inc. and Qwinst ar, we int end to 
market Qwinst ar's “ det ect ion devices" with our speci alt y inks, to be used in combination to det ermine 
the authenti city of checks (i. e., counterfeit check det ecti on).  Under this agreement, Qwinst ar will 
have the exclusive right to market t his combination of products i n the United St at es and the Unit ed 
Kingdom and we will have the exclusive ri ght to market outside t hose areas.  Aft er recoupment of 
costs, revenue from this venture will be shared among the parti es equally.  R evenues from this 
agreement were $65,000 for the fiscal year ended December 31, 2002.   

Ticketing.  We have also ent ered into an alli ance with IS B AK A.S. (Ist anbul B elediyeler 
Bakim Ulasim San Ve Tic. A.S.), a corporation incorporated under the l aws of Turkey, and MT M 
Guvenlik ve Holografik Kart Si stemleri A.S., a corporation incorporat ed under the l aws of Turkey.  
Pursuant to this agreement dat ed July 2001, MTM Guvenlik and we will provide certain product s and 
servi ces t o IS B AK, which is creati ng a secured ti cketing syst em for public t ransport ati on in the City 
of Ist anbul and providing ticket readers for publi c buses i n the City of Ist anbul.  During the fiscal year 
ended December 31, 2002, ISB AK purchased a quantit y of i nk suffi ci ent to produce at l east 200 
million ti ckets and 2,700 readers.  The t erm of the agreeme nt is three years.  Revenues from this 
agreement were $2,000,000 for the fi scal year ended December 31, 2002, representing approximately 
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74% of our revenues for that year.  Currently ISBAK is our major customer, and the bulk of our 
revenues are dependent upon the agreement wi th ISB AK. 

On June 9, 2003 we ent ered into a st rat egi c marketing alliance with Sun Chemical Group B.V., the 
world's largest manufacturer of printing inks.  Under such alli ance, Sun C hemical will work with us to 
offer machine-readable i nk-based brand and document authent icati on solutions under the SunSureTM  
brand name. 

Although we int end to continue marketing our product s and servi ces through li censees and strat egic 
alli ances, we believe t hat expanding our customer base through our direct sal es personnel and maint aining 
a di rect rel ati onship with the end user are necessary el ements to achi eving deep market penet ration. 

Products 

We have creat ed “ Solution P ackages" designed to meet various market needs.  These packages rely 
primaril y on our core technology, best described as “ line of sight authenti cation" (i.e. el ectro-opti cal 
det ecti on and analysis of organic and inorganic material s).  The micro-processing unit within the readers 
uses a propri et ary algorithm to authenti cat e genuine codes, as well as di fferenti at e between various codes.  

We have designed several generic readers that provide di fferent l evel s of security for the various 
target appli cations.  For speci fic proj ects, due t o the fl exibili ty upon which the technology is built, we 
customize the generic readers t o fit customer needs according to size and speed.  Our current line of 
products, which support our customizable solutions, include the following: 

• The R DA2000 – a handheld det ecti on pen used as a first level authenti cation tool. 

• The DA2000 – a handheld reader for qui ck and accurat e fi eld use, offering a sophist icat ed 
authenti cati on mechani sm.  

• The DA1000 – a lower-cost version of the DA2000, offered at lower pri ce points, currently 
being used in a kit format for automat ic i nspection in Access Control and transport ati on 
appli cations. 

• The S DA2000F D – a desktop automati c reader that is part of an authent icati on st ati on 
(including an appli cation conform software) designed by us and used for banking 
appli cations. 

• QwinSure – kit t ype authenti cation device int egrat ed within high speed check sort ers for 
banking appli cations. 

• HoloS ure – Multi-layered security, comprised of an overt hologram (suppli ed by a hologram 
manufacturer vi a sub-cont racting) that is marked wi th our securi ty markers that can be 
authenti cat ed by eit her the DA2000 or DA1000 readers. 

• We ant icipat e that we will rel ease several new products and new generati ons of our existi ng 
products in 2003.  One new product will be a new reader, which will be a more cost -effecti ve 
and “ user -fri endly" version of our current reader.  In addi tion, we anti cipate t he rel ease of 
“TicketSure", a product that will i nclude new technology designed for the ti cket 
authenti cati on indust ry; including authenti cat ion technology for multi -use ti cket s such as 
weekly, monthly or annual passes, or passes for a fixed number of rides on mass 
transportati on.   
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We plan to develop products t hat permit high volume t agging and authentication without requi ring a 
line of sight.  See “ Business — R esearch and Development." 

Competiti on 

We are aware of other technologies, both covert and overt surface marking t echniques, requi ring 
decoding implements or analyti cal methods to reveal rel evant information.  These t echnologies are 
offered by other companies for t he same anti -counterfeiti ng and anti -diversion purposes that we market 
our products.  Our competitors, many of whom have greater financial resources than us, include: 

• Technology providers, that typi cally offer a specifi c range of security solutions. 

• Securit y print ers, which are generally well -est abli shed companies whose core business is 
printing.  Security printi ng t ends t o be segregat ed from the bulk of the printing indust ry, 
implementing fundamentally t he same t echnologies as those generall y used by the printi ng 
indust ry b ut with speci fi c 'twist s' that are more complex, di ffi cult to access or expensive to 
use.  

• Syst ems Int egrators, which have oft en evolved from other sectors in the printing indust ry, 
mainly security print manufacturers, t echnology providers or packaging and label 
manufacturers.  These companies offer a wide range of securit y solutions, enabling them to 
offer a complet e suit e tailored to t he customer's speci fi c needs. 

• Securit y consult ancy groups, which offer a range of t echnologies from several t echnology 
providers and t ailor a speci fi c solution to end-customers, based on a preliminary process 
involving risk analysi s and charact eri zati on of a comprehensive organizational security 
program. 

Competiti on in our markets is based upon pri ce, service, quality, rel iabilit y and the ability t o offer 
secure t ransaction product s and servi ces with the flexibility to meet a customer' s parti cul ar needs.  W e 
beli eve our t echnology provides a unique and cost -effective solution that has cert ain common competiti ve 
advantages over other technologies.  However, even technologies that are not as secure or reli abl e as our 
products may be competitive i f they are market ed effecti vely and may also compete on the basi s of other 
crit eri a, such as pri ce.  We beli eve t hat prospective customers typi cally consider the following crit eria 
when choosing a security t echnology: 

• Level of securit y (e.g., mult i -layer or si ngl e l ayer solution, covert, overt ).  

• Ability to support or be int egrated with exi sting production, logisti cal processes and 
equipment . 

• Ease of utili zati on/veri fi cation. 

• Ability to ext end the use for various organizational uses (e.g., alt erat ion, simulati on, 
counterfeiting, diversion, supply chain management ).  

• Safety and durability (i.e., abilit y to withst and envi ronmental factors such as t emperature, 
humidity, sunlight).  

• Consist ency and int egrity of solution. 
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• Need for prot ection of vari abl e vs. fixed dat a. 

• Flexibility of code location (e.g., location on package, on product, on di fferent subs trat es ). 

• In the case of overt features, att ract iveness to consumer (i.e., added marketing value).  

• Conclusiveness (i. e., can the t echnology provide conclusive evidence of counterfeiti ng). 

Strong compet itive pri cing pressures exist, parti cul arly with respect to products whose customers seek 
to obt ain volume discounts and economies of scal e.  In additi on, alt ernative goods or servi ces, such as 
those i nvolving el ectronic commerce, could replace print ed document s and thereby also adversely affect 
demand for our products. 

Research and Development 

The t echnology and know-how upon which our product s are based are subject to continued 
development of materials and processes to meet the demands of new appl icati ons and increased 
competition.  We conduct most of our research and development acti viti es at our faci lity in Rehovot, 
Is rael.  We beli eve our future success depends upon our ability t o ident i fy the requi rements for future 
products and product enhancements, and to define, implement and successfully develop the t echnologies, 
including, without limit ati on, our next generati on RF t echnology, needed to deploy those products and 
product enhancement s. 

We pursue a process -orient ed s trat egy in which we conduct effort s aimed at developing new or 
enhanced cl asses of products and servi ces.  As part of t his st rat egy, we work closely with current and 
potent ial customers, dist ributors and other members of t he indust ry t o ident i fy market needs and define 
appropriat e product specificati ons.  Our research and development expenditures tot al ed approximately 
$874,000 and $809,000 for fiscal years 2001 and 2002, respectively.  

Manufacturing and Production 

The principal raw materials used by us for the manufacturing of our speci alty i nks i nclude t race 
amounts of various chemicals and inks suit abl e for various printi ng methods.  W e beli eve that there are 
many sources for both these chemicals and the print ing inks, which we current ly purchase from major 
suppli ers in Europe.  Some of these chemicals, however, are considered rare, with pri ces i n excess of 
$20,000 per pound for certain chemical s.  We do not beli eve that we will have di ffi culty i n continuing to 
procure these chemical s and printing inks given the number of suppli ers, including, without limit ation, 
suppli ers locat ed i n the Unit ed Stat es, Europe and Japan, from whom they can be procured.  We currently 
subcont ract the manufacturing of our speci alt y inks to various i nk suppli ers, who incorporat e chemical s 
provided by us i nto t he i nks.  To maint ain t he i nt egrity and security of our speci alty inks, we do not 
disclose t he precise chemical ingredi ent s to these i nk suppliers.  

The principal raw materials used by us for the manufacturing of our readers include el ectroni c 
components, pl asti cs and other raw materi als.  We beli eve that t hese materi al s are in good supply and are 
avail abl e from multipl e sources.  We currently utili ze subcont ractors for the manufacturing of our readers.  

Patents  and Proprietary Technology 

Although our poli cy is t o fil e pat ent applicati ons to prot ect t echnology, inventions and improvements 
that are import ant to t he development of our business, and although we will continue t o seek the 
supplemental prot ection afforded by pat ent s, we generall y consider prot ecti on of our products, processes 
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and materi als to be more dependent upon propri etary knowledge, know-how and rapid assimi lat ion of 
innovations t han pat ent prot ection.  W e have appli ed for three patents covering various methods of 
marking documents for the purpose of authent icati on and three pat ent s relat ed t o the RF t echnology being 
developed by us.  W e are also seeking prot ecti on under the Pat ent Cooperation Treaty.   

We require our employees, consult ants and advisors t o execute confidenti alit y agreement s upon the 
commencement of any employment or consulti ng rel ationship with us.  Each agreement provides that all 
confidential information developed or made known to the individual during the course of t he rel ationship 
will be kept confidenti al and not disclosed to thi rd parti es except in speci fied ci rcumstances.  In the case 
of employees, the agreement s provide that all inventions conceived by an individual will be t he exclusive 
property of us, other than inventions unrel at ed to our business and developed enti rely on the employee's 
own time.  There can be no assurance, however, that these agreements will provide adequate protection or 
remedies for misappropriati on of our trade secrets in t he event of unauthori zed use or disclosure of such 
information or that an i ndependent thi rd party will not develop functionally equival ent t echnology. 

Our pat ent position is uncert ain and may involve complex legal and factual issues.  Consequently, we 
do not know whether any of our pat ent appl icati ons wil l result in the is suance of any pat ent s, or whether 
pat ents, if is sued, will provide signi fi cant propri etary protection or wil l not be circumvented or 
invalidated.  Since pat ent appli cations are maint ained in secrecy until pat ent s issue, and since publicati ons 
of di scoveri es i n sci enti fic or pat ent lit erature tend to lag behind actual discoveri es by several months, we 
cannot be cert ain that we were the first creator of inventions covered by pending pat ent appli cati ons or 
that we were the fi rst to fil e pat ent appli cations for such inventions.  Moreover, we may have to 
parti cipate i n int erference proceedings decl ared by the Unit ed States Pat ent and Trademark Offi ce or 
other patent offi ces to determine the priorit y of inventions, which could result in subst anti al cost to us. 

Government Regulation 

Our scanning device and the next -generati on radio frequency t echnology scanning equipment must 
comply with the regulations of the United St ates F ederal Communications Commission (t he “ FCC"), 
which may require certi ficati on, veri fi cat ion or regi strati on of t he equipment with the FC C.  Certi ficati on 
and veri fi cati on of new equipment requi res testing to ensure the equipment's compli ance with the FC C's 
rul es.  In addi tion, the equipment must be l abel ed according to the FC C's rul es to show compli ance with 
these rules.  El ectroni c equipment permitted or authori zed to be used by the FCC through our certificati on 
or veri fi cation procedures must not cause harmful i nt erference to li censed FCC users, and it is subject to 
radio frequency int erference from licensed FCC users.   

Employees 

At Augus t 22, 2003, we had 16 employees l ocat ed in Israel, including nine enginee rs, two sal es and 
marketing personnel, three management and admini strati ve personnel, and two operati ons personnel.  In 
additi on, as of August 22, 2003, we had five employees locat ed in the Unit ed St ates, one of whom is a 
member of our management, one of whom manages our operations in t he Unit ed St at es, with t he 
remaining three being sales and marketing personnel.  W e consider our relati ons wi th our employees t o be 
sati s factory.  We beli eve our future will depend in l arge part on our ability t o att ract and ret ain highly 
skill ed employees. 

The employees of InkS ure Ltd. are entitl ed to “ Dmey Havra'a" as provided in a Coll ecti ve B argaining 
Agreement to which the General Labor Union of the W orkers in Israel is a party.  Dmey Havra' a is an 
employee benefit program whereby employees receive payments from thei r employer for vacation.  In 
additi on, InkS ure Ltd. pays a monthly amount equal t o 14. 53% of t he sal ary of each employee to an 
insurance poli cy, pension fund or combination of both, according to the request of such employee.  Each 
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employee pays a monthly amount t o such insurance poli cy equal to 5% of such employee' s sal ary.  
InkSure Ltd. pays a monthly amount up to 7.5% of each employee' s salary to an educational fund in the 
name of such employee.  Each employee pays a monthly amount to such fund equal t o 2.5% of such 
employee's sal ary.  Our wholly owned subsidi ary, InkS ure Ltd. makes cars avail abl e to some employees 
for thei r exclusive use.  InkS ure Ltd. pays all costs associ at ed with these cars, whether fi xed or vari able, 
including without limit ation, fuel, repairs and insurance. 

Properties 

We maint ain our executive offi ces i n approximately 2, 000 square feet of space i n New York, NY 
pursuant to a l ease expi ring in F ebruary 2008.  Monthly lease payments are approximately $3, 600 per 
month.  We maint ain our research and development faciliti es i n Rehovot, Is rael.  The facilit ies we l ease in 
Is rael are approximately 1,476 square feet.  W e exercised an option to renew this lease for another year 
upon the expi rat ion of the initi al t erm in July 2003.  Monthly l ease payments are approximately $3,700 
per month at the Is raeli facilit y. 

LEGAL PROC EE DINGS 

On December 12, 1999, Secu-Syst ems fil ed a lawsuit with t he Dis tri ct Court in T el Aviv-Jaffa against 
Supercom Ltd. (InkSure Delaware's former parent company) and InkSure Ltd. seeking a permanent 
injunction and damages.  The pl ainti ff assert ed in it s suit that the printi ng method appli ed to cert ain 
products that have been developed by InkS ure Ltd. constit ut es int er ali a: (a) breach of a confident ial ity 
agreement between the pl ainti ff and S upercom; (b) unjust enri chment of Supercom and InkS ure Ltd.; (c) 
breach of fiduci ary dut ies owed to the pl ainti ff by Supercom and InkS ure Ltd.; and (d) a tort of 
misappropri ati on of t rade secret and damage to plainti ff' s property.  Secu-Syst ems seeks, among other 
things, an injunction and a 50% share of profit s from the print ing method at issue.  We recently offered a 
settl ement amount to S ecu-Syst ems which was reject ed.  We have not made any accrual s in connection 
with this l awsuit. 

DIRECTORS, EXECUTIVE OFFICERS AND C ONTROL PERS ONS 

Set forth below are the names of the persons nominat ed as di rectors, their ages, their offi ces with us, 
if any, thei r principal occupations or employment for t he past five years, the length of thei r t enure as 
directors and the names of other publi c companies i n which such persons hold di rectorships. 

Name   Age   Posi tion 
Elie Housman .............  66 Chai rman and Director 
Yaron Meerfeld ..........  43 Chief Executive Offi cer and Di rector 
James Lineberger........  66 Director 
Ezra Harel ..................  53 Director 
T. Lee Provow ............  46 Director 
Albert Atti as ..............  74 Director 
David S ass .................  67 Director 

 
Elie Housman joined InkS ure in F ebruary 2002 as C hai rman and al so serves as a di rector of InkSure. Mr. 
Housman was a Principal at Chart erhouse Group Int ernational, a privat ely held merchant bank, from 1989 
until June 2001. At C harterhouse, Mr. Housman was involved in the acquisition of a number of 
companies with tot al sales of several hundred million dollars. Prior to C harterhouse, he was co-owner of 
AP P arts, a $250 milli on automotive parts manufacturer. Mr. Housman was al so the C hai rman of Novo 
Plc. in London, a l eading company in the broadcast st orage and servi ces i ndust ry. At present, Mr. 
Housman is a di rector of three publi c companies, del tathree, Inc., ICTS Int ernational, N. V., a prominent 
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avi ati on securi ty company and EVC I C areer C olleges Incorporat ed.  In addi tion, Mr. Housman serves a 
director for Jazz P hoto, Inc., and B art ech Syst ems Int ernational, Inc., which are both  privat ely held 
companies in t he Unit ed St at es.  

Yaron Meerfeld  joined InkSure in November 2001 as Chief Executive Offi cer and also serves as a 
director of InkSure. During the prior seven years, Mr. Meerfeld developed experti se in authenti cation and 
multi -layered securit y syst ems for documents, passports, ID cards and smart cards as Managing Director 
of Kromotek, Inc. and as t he Vice P resident for Sal es and Marketing at SuperCom. Prior t o joining 
SuperC om, he served as Vice President for S al es and Marketing at APP LIt ec Ltd, Director of 
Int ernational S ales and Marketing at IIS Ltd. and in senior sales positions at Ei chut Microcomputers, Ltd. 
Mr. Meerfeld holds a B.Sc. in Economics & B usiness from B ar Il an Universit y and an M.B.A. from Tel 
Aviv University in Is rael.  

James Lin eberger joined InkS ure in September 2002 as a di rector.  Since 1969 Mr. Lineberger has been 
the Managing Member of Lineberger & Co., LLC, a privat e i nvestment company speci alizing in 
leveraged buyouts and venture capit al. Prior t o founding the firm and its predecessor i n 1969, Mr. 
Lineberger was a member of t he corporate fi nance department of Smith Barney & C o. Inc. Mr. 
Lineberger was a di rector of S ensormati c Elect roni cs C orporation from 1969 until 2001, the l eading 
global suppli er of el ect roni c arti cl e surveill ance equipment and sys tems, and al so served as Chai rman of 
the Executive C ommitt ee from 1974 unt il 1998 and C o-Chief Executive Officer from January 1998 
through July 1998. He also served as C hairman of t he Board of Hilit e Indust ri es, Inc., a manufacturer of 
highly engineered parts for the automotive i ndustry, from 1986 unt il 1999.  

Ezra Harel j oined InkS ure in September 2002 as a di rector.  Mr. Harel founded ICTS International, N. V., 
a prominent avi ati on securit y company list ed on The Nasdaq Stock Market. From 1989 to 1992 he served 
as C hairman of the B oard of Directors of Dash200+, a company involved with the conversion of Boeing 
747 ai rcraft from passenger t o cargo use. In 1993 he took ownership and cont rol of Tuffy Associates Inc., 
an automotive servi ce franchi se company, which has approximately 450 locations. Mr. Ezra Harel is t he 
Chairman of t he Advi sory B oard of Seehafen Rostock  Umschlagsgesellschaft GmbH (P ort of Rostock), 
Germany, a company engaged in seaport acti viti es. Mr. Harel had been the Vice Chai rman of the Board 
of Di rectors of Rogosin Enterprises Inc., an affili at e of Leedan, since 1994 unt il 2002. He is al so a real 
est at e developer in t he Unit ed St at es, Europe and Is rael.  

T. Lee Provow joined InkS ure in S eptember 2002 as a di rector.  Mr. Provow is a limi ted partner at 
Commonwealth Associ ates, an investment and merchant banking fi rm, who current ly focuses on 
managing Commonwealth Associ at es' relat ionships with it s port foli o companies.  Mr. P rovow has served 
in this capacity since January 2002.  Mr. Provow previously served as President and C hief Executive 
Offi cer of Int elispan since January 2000, unti l Inteli span was sold to McLeod USA, and served as a 
director since August 1998. From May 1998 to December 1999, Mr. Provow served as the C hief 
Operating Offi cer of Slingshot Networks LLC, a provider of digital media storage, until Slingshot 
Networks was purchased by Qwest Communications. F rom June 1995 to May 1998, Mr. P rovow served 
as the Executive Vice President and C hief Operating Officer of GridNet Int ernational, a provider of 
enhanced dat a communications servi ces, which Mr. Provow founded and which was purchased by MC I 
WorldC om in July 1997. Prior to founding GridNet, Mr. Provow spent 15 years with NC R and it s 
successor, AT&T Global Information Services, in various domestic and int ernational t echnical, 
marketing, product management, and st rat egi c pl anning positi ons, including Vice P resident of Retail 
Product and Systems Marketing. Mr. Provow serves as a director of Slingshot Networks, LLC, Hori zon 
Medical P roducts and Intraware. 

Albert Atti as jo ined InkSure in March 2002 as a di rector. Mr. Att ias joined The El -Ad Group, Ltd. as 
President in S eptember 1996 and currently serves as a di rector of The El -Ad Group, Ltd. The El-Ad 
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Group is a member of El-Ad Ink LLC, which currently holds 1,312,785 shares of Convertibl e P referred 
Stock. Prior to 1996, Mr. Atti as was Deputy General Manager in the Mercantil e Di scount B ank, Ltd. in 
Tel Aviv for twelve years. Previously, Mr. Atti as worked at B arclays B ank.  

David W. S ass joined InkSure in F ebruary 2003.  For the past 42 years, Mr. S ass has been a practi cing 
attorney in New York City and is currently a senior partner i n the law fi rm of McLaughlin & Stern, LIP, a 
Di rector of ICTS Int ernational N.V. and an honorary t rustee of Ithaca C ollege.  Mr. Sass has been a 
director of B arPoint. com, Inc., an online and wi rel ess product information and shopping servi ce provider 
since July 1995.  Mr. S ass is also the S ecret ary and a director of Pioneer Commerci al Funding and a 
director and offi cer of several other private companies.  

Executive Officers 

The names of, and cert ain information regarding our executive offi cers who are not also directors 
are set forth below.  Except for executive offi cers who have employment agreements with us,  The 
executive offi cers serve at the pl easure of the Board of Di rectors. 

 
Name Age Posi tion 

Eyal Bigon ............. 37 Chief Financi al Officer, 
Secret ary and Treasurer 

 
Eyal Bigon, C.P.A., joined InkSure in January 2002 as Chief Financial Offi cer, S ecretary and Treasurer. 
During the prior five years, he was the C hief Financi al Offi cer of RiT Technologies (NASDAQ: RITT ), a 
leading provider of i nt egrat ed network management solutions for the communications market. Prior t o 
joining RiT, Mr. Bigon held financi al positi ons at T adi ran (a formerly publi c company involved in the 
technology sector) and IBM. Mr. Bigon has a B. A. in Accounting and Economics and an M.B.A. in 
Marketing and Int ernational Management from Tel -Aviv Universit y. 

EXECUTIVE COMPENSATION  

On October 23, 2002 as a result of a “ reverse merger" transaction, a wholly owned subsidi ary of Lil 
Marc, Inc. merged with and into InkSure Delaware pursuant to which InkSure Delaware became a 
wholly-owned subsidi ary of Lil Marc in a transaction accounted for as a reverse acqui sition of Lil Marc 
by InkSure Delaware. P rior to t he reverse merger, Lil Marc was a non-operati ng publi c shell corporati on 
with nominal asset s.  Following the reverse merger, the management of InkS ure Delaware controlled t he 
merged company and the principal shareholders of InkSure Delaware became principal shareholders of 
the merged company.  Following the closing of t he reverse merger, Lil Marc changed its name to InkS ure 
Technologies Inc.  As a result of t he reverse merger transaction, InkS ure Delaware continued as an 
operat ing entity, changed it s name to IST Operating Inc., and remained a whol ly owned subsidi ary.  The 
histori cal fi nancial st at ements of InkSure Delaware replaced those of Lil Marc. Accordingly, the 
information provided in thi s section is present ed to include compensation received by our current 
management during the period of time prior to t he merger.   

Summary Compensation Table   

The following Summary Compensation Table sets forth summary information as to compensation 
received by our Chief Executive Offi cer and each of the four other most highly compensat ed executive 
offi cers who were employed by us at the end of December 31, 2002 (coll ectively, the “ named executive 
offi cers") for servi ces rendered to us in all capacities during the three fiscal years ended December 31, 2002.  
The table does not include summary information as to our executive offi cers prior to the reverse merger. 
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             Annual Compensation  
  

             Long-Term C ompensation  
  

              Awards            Payouts   
 

Name and 
Principal 
 Position  

 
 
 

Year  

 
 
 

Sal ary 

 
 
 

Bon us 

 
Other 

Annual 
Compensation(1) 

Rest ri c
ted 

Stock 
Award

s  

Securiti es 
Underlying 

Options/ 
SARs(#) 

 
 

LTIP  
Payouts  

 
 

All Other 
Compensation 

         
Yaron 
Meerfeld 

2002 $121,475  $0  $13,000  $0  57,000  $0  $0 

Chief 
Executive 
Offi cer 

2001 20,500  0  0  0  0  0  0 

         
Eyal Bigon 2002 $105,315  $0  $12,000  $0  55,000  $0  $0 
Chief 
Financial 
Offi cer, 
Secret ary and 
Treasurer 

        

                                                               
(1)    Other Annual Compensation during the 2002 fiscal year consi st ed of a company car that was 
provided to each of Messrs. Meerfeld and Bigon. 
 
Option Grants  in Last Fiscal  Year 

The following t abl e set s forth information regarding each stock option granted during fiscal year 2002 
to each of the named executive officers.  

    Individual Grant s   
  

  
 

Number of  
Securities  

Underlying  
Options/SARs 

 
 

% of Total  
Options/SARs 

Granted to  
Employees in  

 
 
 

Exercise 
or B ase 
Price  

 
 
 
 
 

Expi ration 
             

Name            
Granted (#) (1)  Fiscal Year  ($/Share)    Date   

     
Yaron Meerfeld 57,000 (2)  13.4% $0.80 1/1/07 
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Eyal Bigon   55,000 (3)  13.0% $0.80 1/1/07 

                                                

(1) The options were granted pursuant to our 2002 Employee, Di rector and Consultant Stock Option 
Plan (t he “ Plan") and were granted on January 1, 2002.    
 
(2) These options vest and become exercisable over a one-year period with 50% vesting upon issuance 
and 50% vesting on the first anniversary of issuance. 
 
(3) These options vest and become exercisable over a four -year period with 20% vesting upon issuance 
and 20% vesting on the anniversary of issuance for the next four years. 

 
Aggregated Option Exerci ses  in Last Fiscal Year and Fiscal  Year-End Option Values 

The following t abl e provides information regarding the exercises of options by each of the named 
executive offi cers during the 2002 fiscal year.  In addition, this t able includes the number of shares covered 
by both exercisabl e and unexercisabl e stock options as of December 31, 2002 and the values of “ in-the-
money" options, which values represent the positi ve spread between the exercise price of any such option 
and the fiscal year-end value of the common stock. 

 Shares 
Acqui red  

on 

 
 

Value 

Number of S ecuriti es 
Underlying 

Unexercised Options  
           at Fiscal Year-

End           

Value of the Unexerci sed 
In -The -Money Options   

      at Fiscal Year-End (2)       

         Name           Exercise Realized (1) Exercisabl e Unexercisabl e Exercisabl e Unexercisabl e 
       

Yaron Meerfeld  0  $0 28,500 28,500 $47,025 $47,025 

Eyal Bigon  0  $0 11,000 44,000 $18,150 $72,600 

                                                

(1) Amounts shown in thi s column do not necessaril y represent actual value realized from the sal e of 
the shares acqui red upon exercise of t he option because in many cases the shares are not sold on exercise 
but continue to be held by the executive offi cer exercising the option. The amounts shown represent the 
di fference between the option exercise pri ce and the market price on the date of exercise, which is the 
amount that would have been reali zed i f the shares had been sold immediat ely upon exercise. 
 
(2) The value of unexercised in-the -money options at fiscal year end assumes a fai r market value for 
our common stock of $2.45, the closing sale pri ce per share of our common stock as reported on the OTC 
Elect ronic Bull etin B oard on December 31, 2002. 
 
Compensation of  Directors 

Our poli cy is to pay no compensation to members of the Board for attendance at B oard meetings or 
committ ee meetings. 
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Directors are entitled to receive options under our 2002 Employee, Director and Consult ant Stock 
Option Plan.  We did not grant any options to non-employee Directors to purchase shares of common stock 
during fiscal 2002. 

Mr. Housman received options to purchase 478,469 shares of common stock at an exercise pri ce of 
$0.966 per share pursuant to his employment agreement with us.  All of such options were not grant ed 
pursuant to our 2002 Employee, Director and Consult ant Stock Option Pl an.  For a discussion of t he opt ions 
grant ed to Mr. Meerfeld, please see “ Executive Compensation -- Option Grants in Last Fiscal Year".   

Stock Option Plan 

We adopted the 2002 Employee, Director and Consult ant Stock Option Plan, or t he Plan, in October 
2003.  The purpose of the Pl an is t o provide an additi onal incentive to att ract and retain qualifi ed 
competent persons who provide servi ces and upon whose efforts and judgment our success is l argely 
dependent, through the encouragement of st ock ownership in us by such persons. In furtherance of this 
purpose, the Pl an authorizes, among other things : (a) t he granting of incentive or nonquali fi ed stock 
options to purchase our common stock to persons sel ect ed by the admini strators of t he Pl an from the cl ass 
of all of our regular employees, including officers who are regular employees, and directors ; (b) the 
granting of nonquali fied stock options to purchase our common stock to persons sel ect ed by the 
administrators of the Pl an from the cl ass of our consult ants and advisor; and (c) the use of al ready owned 
shares of our common stock as payment of t he exerci se pri ce for options grant ed under t he Plan.  

The Pl an all ows us t o grant options. A total of 3,500,000 shares of common stock are reserved for 
issuance under the Pl an. Either the stockholders or the Board may amend the Pl an, provided that any 
amendment approved by the B oard, which, as determined by the Board, is of a scope that requi res 
stockholder approval in order to ensure favorabl e federal income tax t reatment for any incentive stock 
options under S ection 422 of the Int ernal Revenue Code, as amended, or t he C ode, is subj ect to obt aining 
such stockholder approval. All of our employees and consult ants and the members of the Board are 
eligibl e to parti cipate i n the Pl an.  

Material  Features of the Plan 

The following descripti on does not purport to be complet e. For a complet e description pl ease refer t o 
the full text of t he Pl an which is included as an exhibit to the regist rati on st at ement of which this 
prospectus is a part.  

1.  Shares Availabl e for Issuance. 3,500,000 shares of common stock are reserved and avail abl e for 
the grant of options under the Pl an.  Other t han the Pl an, we have no other pl an i n effect under which 
options and stock-based awards may be grant ed to employees.  The number of shares avail abl e under t he 
Plan is subj ect to adjustment in the event of stock spli ts, stock dividends, and other ext raordinary event s 
(di scussed further below). Shares avail able for awards under t he Plan may be eit her authori zed and 
unissued shares or shares held in or acqui red for our t reasury.  

In cert ain circumstances, shares subject to outst anding options may again become avail able for 
issuance pursuant to other options avail abl e under the Pl an. F or example, cancel ed, forfeit ed or expi red 
options will again become avail able for the grant of new options under t he Pl an.  

In the event of a recapit ali zati on, stock split, st ock dividend, reorganization, business combination, or 
other simil ar corporat e t ransaction or event affecting the common stock, adjustments may be made to the 
number and kind of shares avail abl e for issuance subject to any out st anding opt ions. 
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2.  Eligibl e Parti cipants. Current and future employees (including offi cers), non-employee di rectors, 
and consult ants of us and our affili at es are eligible to parti cipat e i n and receive a grant or grants of 
options under the Pl an. Individual s to whom we or any of our subsidiari es have offered employment may 
also be grant ed options, but such individuals may not receive any exercise right relati ng to t he option until 
he or she has commenced employment or the providing of servi ces. 

3.  Administration. Subject to the terms and conditions of t he Pl an, the Board has the authority t o 
designate which eligibl e individual s will receive options, to det ermine the type and number of options to 
be grant ed, to decide the number of shares t o subject to the options, to speci fy the time or times at which 
options will be grant ed, exerci sabl e or settl ed (including any performance conditions to be sati s fi ed in 
connection therewith), and to provide any other t erms, conditi ons or rest ri cti ons of such options. The 
Board also has the authority t o int erpret and est ablish rules and regulations rel ati ng t o the Pl an and any 
individual agreements ent ered pursuant to t he Plan, and make all other det erminations that may be 
necessary or advisabl e for administ ration of the Pl an. Under t he Plan, the Board may del egat e it s authorit y 
to administ er the Pl an t o a committee of the Board, in which case such committ ee shall admini strate the 
Plan. 

4.  Non-Qualifi ed and Incenti ve Stock options. The options grant ed under the Pl an may be either 
designated as non-quali fied stock options or incentive stock options, which are int ended to meet the 
requirements of Section 422 of t he Code such that a parti cipant can receive pot enti ally favorabl e tax 
treatment. The Board has di scretion t o det ermine the terms and conditions of each option grant ed under 
the Pl an, including the grant date, option pri ce, the term of each option, exercise conditi ons and 
rest rictions, conditions of forfeit ures, and any other t erms, conditi ons and restrict ions consist ent with the 
terms of t he Plan, all of which will be evidenced in an individual option agreement between the 
parti cipant and us. Generally, the t erms of an option will provide for post -employment exerci se for 
speci fi ed period of time, det ermined by the Board. If not otherwi se speci fied by the Board, t he Pl an 
provides that vested options will become immediat ely exerci sabl e and remain exerci sabl e for one year (or 
the remainder of t hei r term, i f short er) upon a parti cipant's t ermination due to death, disabilit y or 
retirement. 

Cert ain limit ations apply t o incentive stock options. These limit ations i nclude a maximum term of t en 
years (fi ve years for 10% owners of our common stock, as determined under the C ode), a minimum 
exercise pri ce of fai r market value of a share as of the dat e of grant (110% of t he fai r market value of a 
share for 10% owners ), and rest rictions on transferabil ity of the incentive stock option. 

Payment for shares purchased pursuant t o an option under t he Plan may be made in cash or (with the 
consent of t he Board) shares t hrough broker-assist ed cashl ess exercise procedures.  

Generally, options granted under the Pl an may not be transferred, pl edged, disposed, or otherwise 
encumbered except by will or by t he laws of descent and dis tri bution, or to a designat ed benefi ci ary upon 
the parti cipant's death. However, where not prohibit ed by the C ode or other appli cabl e l aw, the Board 
may permit t ransfers of options upon certain conditions.  

In addition, any shares issuable pursuant to options grant ed under t he Plan to a parti cipant may be 
offset (or reduced) by any amount the parti cipant may owe to us. 

5.  Amendment and T ermination of the Plan. The B oard may amend, suspend or t erminate t he Plan, 
without stockholder approval unless stockholder approval i s required by law, regulati on, or st ock 
exchange rul e. The B oard may, in it s discretion, submit amendments t o stockholders for approval, such as 
an amendment t o increase the number of shares authori zed for issuance pursuant to options under the 
Plan. Under amendment provisions of the Pl an, stockholder approval wil l not necessaril y be requi red for 
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amendment s that might increase the cost of t he Plan or broaden eligibilit y. Unless t erminated earli er, the 
Plan will t erminat e at such time that all shares subject to options have been issued or purchased, or t en 
years from the dat e of adoption by the Board. B ecause future options under t he Plan will be grant ed in the 
discreti on of t he Board, the type, number, recipi ents, and other t erms of such options cannot be 
det ermined at this time. 

6.  Change of Control. Unless a parti cipant' s option Agreement provides otherwise, under the Plan i f 
we are  to be consolidat ed with or acqui red by another entit y in a merger, sal e of all or subst ant ial ly all of 
our assets other than a transaction to merely change the s tat e of i ncorporati on, the board of di rectors of 
any entity assuming the obligat ions of us shall, as t o outstanding options, eit her (i ) make appropriat e 
provi sion for the continuation of such options by substit uting on an equit abl e basi s for the common stock 
then subject to such options either the consideration payable with respect to the outst anding common 
stock in connect ion with the corporat e t ransaction or securities of any successor or acqui ring entit y; or (ii ) 
provide that all options must be exercised (either to the ext ent then exercisabl e or made full y exerci sabl e 
pursuant to the underlying option agreement or the discreti on of t he Board), within a speci fi ed number of 
days of the dat e of such noti ce, at t he end of which period the options shall t erminat e; or (iii ) terminat e all 
options in exchange for a cash payment equal to the excess of t he fai r market value of t he common stock 
underlying such options (eit her to t he extent t hen exercisabl e or made fully exercisable pursuant to t he 
underlying opt ion agreement or the di screti on of the B oard), over the exercise pri ce t hereof. 

Federal  Income Tax Impli cations 

The following generally describes the federal i ncome tax impli cations associat ed with the options 
granted under the Pl an: 

There are three points i n time when we and a parti cipant could potenti all y incur federal income tax 
consequences : dat e of grant, upon exercise, and upon dispositi on. Fi rst, when an option is grant ed to a 
parti cipant, the parti cipant does not recognize any income for federal income tax purposes on the dat e of 
grant.  We simil arly do not have any federal income t ax consequences at the date of grant.  Second, 
depending upon the type of option, the exercise of an option may or may not result in the recogniti on of 
income for federal i ncome t ax purposes. With respect to an i ncentive stock option, a parti cipant will not 
recognize any ordinary i ncome upon the option' s exercise (except that the alt ernative minimum tax may 
apply).  However, a participant will generally recognize ordinary income upon the exercise of a non-
quali fi ed stock option.  In t his case, the part icipant will recognize income equal t o the di fference between 
the option pri ce and the fair market value of shares purchased pursuant to the option on the dat e of 
exercise.  

Incent ive stock options are subject to certain holding requirement s before a parti cipant can dispose of 
the shares purchased pursuant to the exercise of the option and receive capit al gains t reatment on any 
income reali zed from the exercise of the option. Satis faction of t he holding periods det ermines the t ax 
treatment of any income reali zed upon exercise. If a parti cipant disposes of shares acqui red upon exercise 
of an i ncentive stock option before the end of the appli cabl e holding periods, the parti cipant must 
generall y recognize ordinary i ncome equal to t he lesser of (i) t he fai r market value of t he shares at the 
dat e of exercise of the incentive stock option minus the exerci se price or (ii) t he amount reali zed upon the 
disposition of t he shares minus t he exercise pri ce.  Any excess of the fai r market value on the dat e of such 
disposition over the fai r market value on the dat e of exercise must be recognized as capit al gains by the 
parti cipant.  If a parti cipant di sposes shares acquired upon the exerci se of an incentive stock option aft er 
the applicable holding periods have expi red, such disposition generall y will resul t in short-term or long-
term capit al gain or loss measured by the di fference between the sal e price and the parti cipant's tax 
“basis" in such shares (generally, in such case, the tax “ basi s" is the exercise pri ce). 
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Generally, we wil l be entitl ed t o a t ax deduction in an amount equal t o the amount recognized as 
ordinary i ncome by the parti cipant in connection with the exercise of options. However, we are generall y 
not entitled to a tax deduction relati ng t o amount s that represent capit al gains to a parti cipant. 
Accordingly, i f the parti cipant satis fi es t he requisite holding period prior to disposition to receive the 
favorable tax treatment accorded incentive stock options, We will not be entit led to any t ax deduction 
with respect t o an incentive stock option.  In t he event the parti cipant has a di squali fying disposition, we 
will be enti tled to a t ax deduction in an amount equal to t he amount t hat t he participant recognized as 
ordinary i ncome.  

Compensat ion that qual i fi es as “ performance-based" compensation is excluded from the $1 million 
deductibilit y cap of S ection 162(m) of t he Code, and therefore remains deductible by us. Under the Pl an, 
options grant ed with an exercise pri ce that is at l east equal to 100% of fair market value of the underlying 
shares at the date of grant wi ll be int ended to qualify as such “ performance-based" compensation. A 
number of requi rement s must be met, however, in order for parti cular compensation to so quali fy. 
Accordingly, there can be no assurance that such compensation under the Pl an will be full y deductibl e 
under all ci rcumstances.  

Employment Contracts, Termination of Employment and Change-in-Control Arrangements  

On F ebruary 6, 2002, InkSure Delaware ent ered into a two-year employment agreement with Eli e 
Housman. The agreement provides for an annual base sal ary of $75,000.  Pursuant t o the agreement, 
InkSure Delaware grant ed to Mr. Housman seven-year options to purchase 478,469 shares of InkS ure 
Delaware common stock, which options are exercisabl e at a price per share of $0.966. The options 
granted to Mr. Housman were not grant ed pursuant t o InkS ure Delaware's option pl an. All of such options 
have vest ed.  Either party may terminat e the employment agreement on t en days' prior writt en notice or 
upon the occurrence of cert ain event s constituti ng cause or good reason.  In the event the agreement is 
terminated without cause or for good reason, Mr. Housman would be ent itl ed to a lump sum severance 
payment equal t o Mr. Housman's annual base sal ary. The agreement also contains customary provisions 
with respect t o benefits, reimbursement of expenses, confidenti alit y and non-competition.  In connection 
with the merger of InkS ure Delaware with our whol ly owned subsidi ary, we assumed the rights and 
obligations of this agreement and the options to purchase shares of InkSure Delaware common stock were 
convert ed i nto options t o purchase shares of our common stock. 

On F ebruary 10, 2003, we ent ered into an employment agreement with Yaron Meerfeld, our Chief 
Executive Offi cer.  The agreement provides for an annual base salary of $108,000 plus customary 
payments that are made to employees i n Is rael and the use of a company automobil e.  Mr. Meerfeld may 
terminate the employment agreement on 180 days' prior wri tten noti ce and we  may t erminat e the 
employment agreement on 270 days' prior written noti ce, provided that we  may t erminat e t he agreement 
without prior notice upon the occurrence of cert ain event s constituti ng j usti fi abl e cause.  The employment 
agreement al so contains customary provi sions with respect to benefits, reimbursement of expenses and 
confidentiality.   

On F ebruary 10, 2003, we ent ered into an employment agreement with Eyal Bigon, our Chief 
Financi al Offi cer, S ecret ary and Treasurer.  The agreement provides for an annual base salary of $90,000 
plus customary payments that are made to employees in Is rael and the use of a company automobile.  Mr. 
Bigon may terminat e the agreement on 180 days' prior writt en noti ce and we may t erminate t he 
agreement on 270 days' prior writt en notice, provided that t he we may terminat e the agreement wi thout 
prior noti ce upon the occurrence of cert ain events constit uti ng justi fi abl e cause.  The agreement also 
contains customary provis ions with respect to benefits, reimbursement of expenses and confidenti ality. 
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The outstanding option agreements issued under our option plan provide for accel erati on of t he vesti ng 
of the options grant ed upon or in connection with a change in cont rol.    
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SECURITY OWNERS HIP OF CERTAIN B ENEFICIAL OWNERS AN D MANAGEMENT 

The following t abl e set s forth certain information as of August 22, 2003 concerning the benefi cial 
ownership of t he common stock by each stockholder known by us to be the benefi cial owner of more than 
5% of the outst anding shares of common stock, each current member of t he B oard of Directors, each of the 
named executive offi cers, and all di rectors and current executive offi cers as a group.   

 Shares  Beneficiall y Owned 
(1) 
 

Name and Address** 
 

Number Percent 

Michael S. Falk (2)(3) 800,624 6.6% 

El-Ad Ink LLC (4)(6) 1,312,785 11.0% 

ICTS International, N. V. (5)(7) 4,368,394 36.2% 

Albert Atti as (6)(4) 1,320,118 11.0% 

Ezra Harel (7)(5) 4,201,185 34.8% 

Yaron Meerfeld (8) 483,770 4.0% 

Elie Housman (9) 731,122 5.9% 

Eyal Bigon (10) 30,333 * 

James Lineberger (11)  678,141 5.6% 

T. Lee Provow (12) 94,747 * 

David S ass (13) 7,333 * 
 

Robert Priddy (14)(2) 607,593 5.0% 
 

All directors and current executive offi cers (15) 
  as a group (8  persons) .......................................  

 
7,721,291 

 
59.7% 

                     
 

  * Represents benefi cial ownership of l ess than 1% of our outstanding shares of common stock. 
 
 ** Except as otherwise indi cat ed, the address of each benefi ci al owner is c/o InkSure Technologies 

Inc., 32 Broadway, Suit e 1314, New York, NY 10004. 
 
(1) The number of shares of common stock issued and outst anding on June 23, 2003 was 11,982,166.  

The cal cul ation of percentage ownership for each listed benefi ci al owner is based upon the number 
of shares of common stock issued and outst anding at June 23, 2003, plus shares of common stock 
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subj ect to options held by such person at June 23, 2003 and exercisabl e within 60 days thereaft er.  
The persons and entiti es named in the t able have sol e voting and investment power with respect to 
all shares shown as benefici ally owned by them, except as noted below. 

(2) The address of this benefi cial owner is 830 Thi rd Avenue, New York, NY 10022. 

(3) Includes 116,019 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof.   

(4) This information is based sol ely on a Schedule 13D fil ed by El -Ad Ink LLC with the Securiti es and 
Exchange Commission on November 13, 2002, which report ed ownership as of October 28, 2002.  
El-Ad Ink LLC's address is c/o El -Ad Group Ltd.,  Parker Plaza, 400 Kelby Street, Fort Lee, NJ 
07204. 

(5) Includes 86,957 shares of common stock underlying warrants which are currently exercisable or 
exercisable within 60 days of the date hereof.  This information is based solely on a S chedule 13D 
filed by ICTS Int ernational, N.V. with the Securities and Exchange Commission on August 13, 
2003 which report ed ownership as of August 13, 2003.  ICTS Int ernational, N. V.'s address is One 
Rockefell er Pl aza, Suit e 2412, New York, NY 10020. 

(6) Includes 7,333 shares of common stock underlying options which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof.  Mr. Atti as is a director of The El -Ad Group, Ltd., 
which is a member of El-Ad Ink LLC, which owns 1, 312,785 shares of common stock. Mr. Atti as 
may be deemed to beneficiall y own the shares owned by El -Ad Ink LLC.   

(7) Includes 86,957 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof and 7,333 shares of common stock underlying 
options which are currently exerci sabl e or exerci sabl e within 60 days of t he dat e hereof.  Mr. 
Harel directl y and indi rectly owns a majorit y of the outst anding shares of ICTS International, 
N.V.  Mr. Harel does not disclaim benefi ci al ownership of the securiti es owned by ICTS 
Int ernational, N. V.  

(8) Includes 57,000 shares of common stock underlying options which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

(9) Includes 478,469 shares of common stock underlying options which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

(10) Includes 30,333 shares of common stock underlying options which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

(11) Includes 173,912 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof and 7,333 shares of common stock underlying 
options which are currently exerci sabl e or exerci sabl e within 60 days of t he dat e hereof.  L & Co., 
LLC holds 65,217 warrants and 186,336 shares of common stock.  Mr. Lineberger is the 
Managing Member of Lineberger & Co., LLC.  Lineberger & C o., LLC is the Manager of L & 
Co., LLC.  Mr. Lineberger has no direct ownership in such securiti es.  The Irrevocable Trust of 
James E. Lineberger u/ a 12/17/98 holds 108,695 warrants and 310,560 shares of common stock.  
Mr. Lineberger does not have voting or dispositi ve authority over t he shares held by the t rust. 
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(12) Includes 87,414 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the date hereof and 7,333 shares of common stock underlying 
options which are currently exerci sabl e or exerci sabl e within 60 days of t he dat e hereof. 

(13) Includes 7,333 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the date hereof. 

(14) Includes 123,934 shares of common stock underlying warrants which are currently exerci sabl e or 
exercisable within 60 days of the date hereof. 

(15) Includes 950,750 shares of common stock underlying options and warrants which are currently 
exercisable or exercisabl e within 60 days of t he date hereof. 

SECTION 16(a) B ENEFICIAL OWNERS HIP REPORTING COMPLIANCE 

Section 16(a) of the S ecuriti es Exchange Act of 1934 requires our directors and offi cers, and persons 
who own more than 10% of the common stock, to file with the Securiti es and Exchange C ommission, or the 
SEC, initial report s of benefi cial ownership and report s of changes in benefi ci al ownership of t he common 
stock and other of our equity securiti es.  Offi cers, directors and greater than 10% benefi ci al owners are 
requi red by S EC regulati on to furnish us  with copies of all Section 16(a) forms they fil e. 

To our knowledge, based sol ely on revi ew of the copies of such reports furnished to us and written 
representati ons that no other report s were required, during the fiscal year ended December 31, 2002 all 
Section 16(a) filing requirements applicable to its offi cers, di rectors and greater than 10% benefi ci al owners 
were complied with, except that five report s, covering an aggregat e of five transactions, were fil ed l at e by 
Yaron Meerfeld (two such reports), Eli e Housman, ICTS Int ernational, N. V., and El -Ad Ink, LLC.  
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SELLING SECURIT YHOL DERS  

The following tabl e sets forth the shareholders who are offering thei r  shares for sal e under this 
prospectus, the amount of shares owned by such shareholder prior to thi s offering, the amount to be 
offered by such shareholder and the amount to be owned by such shareholders following completion of 
the offering.  The prior to offering fi gures are as of August 22, 2003.  All share numbers a re based on 
information that these shareholders supplied to us.  This tabl e assumes that each shareholder will sell all 
of its shares avail abl e for sale during the effectiveness of the registrati on st at ement that i ncludes this 
prospectus.  Shareholders are not requi red to sell t heir shares.  Benefi ci al ownership is det ermined in 
accordance with SEC rules and includes voting or investment  power with respect to the securiti es. 

The percentage int erest of each sell ing securityholder is based on the benefi ci al ownership of t hat 
selli ng securit yholder divided by the sum of the current out standing shares of common stock plus the 
additi onal shares, i f any, which would be issued to t hat selling securityholder (but not any other selling 
shareholder) when exercis ing warrants or other rights i n the future. 

Selling Stockholder  

Shares  
Benefi ciall y 

Owned 
Before the 
Off ering  

Shares  
Benefi ciall y 

Owned 
After the 
Off ering  

Shares  
Hereby 
Off ered 
for Sale  

Ownership 
Percent 

Prior to the 
Off ering 

Ownership 
Percent 

After the 
Off ering 

Eli e Housman (1) 731,122  722,035  9,087  5.0  5.8 
Yaron Meerfeld (2) 483,770  456,873  26,897  4.0  3.8 
Shlomo Dukler (3) 137,227  68,197  69,080  1.1  0 
El -Ad Ink LLC (4) 1,312,785  1,229,549  83,236  11.0 10.3 
Eli Rozen (5) 71,326  0  71,326  * 0 
Avi Landman 71,326  0  71,326  * 0 
Yakov Hassan 71,326  0  71,326  * 0 
Eli Hassan 71,326  0  71,326  * 0 
ICTS Information Syst ems, N. V. 

(6) 
4,368,394  3,788,734  579,660  34.7 31.4 

Garo A. Partoyan (7) 20,963  0  20,963  * 0 
Daniel Och (8) 83,851  0  83,851  * 0 
Stephen J. W arner (9) 41,926  0  41,926  * 0 
Scott Prince (10) 83,851  0  83,851  * 0 
Robert and Florence P ackman (11) 20,963  0  20,963  * 0 
Samuel R. Nussbaum (12) 20,963  0  20,963  * 0 
William T. McCaffrey (13) 62,888  0  62,888  * 0 
Societ e Financi ere Privee (14) 209,628  0  209,628  1.7  0 
Yoav Gott esman (15) 83,851  0  83,851  * 0 
Shea Ventures LLC (16)(76) 251,553  0  251,553  2.1  0 
MicroC apit al Fund LP (17) 272,516  0  272,516  2.3  0 
MicroC apit al Fund Ltd. (18) 146,739  0  146,739  1.2  0 
Kerry B. Skeen Revocable Trust 

(19) 
41,926  0  41,926  * 0 

MCR L, Inc. (20) 20,963  0  20,963  * 0 
James Neali s (21) 62,888  0  62,888  * 0 
Harry and Mary Marren JT TEN 

(22) 
83,851  0  83,851  * 0 

John V. Luck (23) 20,963  0  20,963  * 0 
Lay Ventures L.P.  (24) 20,963  0  20,963  * 0 
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Selling Stockholder  

Shares  
Benefi ciall y 

Owned 
Before the 
Off ering  

Shares  
Benefi ciall y 

Owned 
After the 
Off ering  

Shares  
Hereby 
Off ered 
for Sale  

Ownership 
Percent 

Prior to the 
Off ering 

Ownership 
Percent 

After the 
Off ering 

George Krauss (25) 83,852  0  83,852  * 0 
Jan Ickovic (26) 83,851  0  83,851  * 0 
Harvard Investments Inc. (27) 226,399  0  226,399  1.9  0 
Henry Gelli s (28) 41,926  0  41,926  * 0 
John R. Evasius (29) 83,851  0  83,851  * 0 
Neil and Joan Eisner (30) 41,926  0  41,926  * 0 
Evan J. Rabinowit z (31) 20,963  0  20,963  * 0 
Garth Koniver (32) 20,963  0  20,963  * 0 
Edward Jankowski (33) 83,851  0  83,851  * 0 
Craig L. Kr umwiede (34) 25,156  0  25,156  * 0 
Carol R. Hill S pousal Trust (35) 167,702  0  167,702  * 0 
Deni s Fortin (36) 125,777  0  125,777  1.0  0 
AJF F amily Limit ed P artnership 

(37) 
146,739  0  146,739  1.2  0 

Ciabattoni Living Trust Dated 
8/17/00 (38) 20 9,628  0  209,628  1.7  

0 

ComVest Venture Partners LP 
(39)(76) 217,850  0  217,850  1.8  

0 

Robert Priddy (40)(76) 607,953  0  607,953  5.0  0 
Howard Rosenbloom (41) 20,963  0  20,963  * 0 
Irrevocable Trust of James E. 

Lineberger u/a 12/17/98 (42) 419, 255  0  419,255  3.5  
 

0 
L & C o., LLC (43) 251,553  0  251,553  2.1  0 
RGA Irrevocable Trust (44) 293,479  0  293,479  2.4  0 
Ronald Assaf (45) 293,479  0  293,479  2.4  0 
Richard Rosenblatt (46)(76) 15,126  0  15,126  * 0 
Glenn Emig (47) 83,852  0  83,852  * 0 
Lloyd Moriber (48) 83,851  0  83,851  * 0 
Paul D. Goldenheim (49) 20,963  0  20,963  * 0 
William A. Rice (50) 41,926  0  41,926  * 0 
Harold Kornblum and Edward 

Fal cone (51) 20,963  0  20,963  * 
0 

Edward Fal cone (52) 62,888  0  62,888  * 0 
Noam Gott esman and Geraldine 

Gottesman (53) 167,702  0  167,702  1.4  
0 

Pet er Zoberg and Ivan Hess, Joint 
Tenants in C ommon (54) 20,963  0  20,963  * 

0 

Michael S. Falk (55)(76) 800,624  0  800,624  6.6  0 
Bri an F rank (56)(76) 110,000  0  110,000  * 0 
T. Lee Provow (57)(76) 87,414  7,333  80,081  * * 
Scott Greiper (58)(76) 51,583  0  51,583  * 0 
Robert O'Sulli van (59)(76) 93,602  0  93,602  * 0 
Carl Kleidman (60)(76) 52,815  0  52,815  * 0 
Joseph P. Wynne (61)(76) 41,016  0  41,016  * 0 
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Selling Stockholder  

Shares  
Benefi ciall y 

Owned 
Before the 
Off ering  

Shares  
Benefi ciall y 

Owned 
After the 
Off ering  

Shares  
Hereby 
Off ered 
for Sale  

Ownership 
Percent 

Prior to the 
Off ering 

Ownership 
Percent 

After the 
Off ering 

Aaron Katz (62)(76) 9,251  0  9,251  * 0 
Joseph Pallott a (63)(76) 9,997  0  9,997  * 0 
Keith Rosenbloom (64)(76) 90,307  0  90,307  * 0 
Harold Blue (65)(76) 4,916  0  4,916  * 0 
Beth Lipman (66)(76) 5,387  0  5,387  * 0 
Edmund S hea (67)(76) 28, 204  0  28,204  * 0 
Inder T allur (68)(76) 33,138  0  33,138  * 0 
Thom Waye (69)(76) 983  0  983  * 0 
Douglas Levine (70) 11,845  0  11,845  * 0 
Commonwealth Associ ates Group 

Holdings, LLC (71)(76) 25,875  0  25,875  * 
0 

Daniel Parker Living Trust (72)(76) 2,003  0  2,003  * 0 
Robert Tucker (73)(76) 18,573  0  18,573  * 0 
Greg Manocheri an (74) 1,316  0  1,316  * 0 

 Anthony Giardina (75)(76)  6,250  0  6,250  * 0 
 Corneli a Eldridge  3,126  0  3,126  * 0 

 
* Represent s benefi ci al ownership of l ess t han 1% of our outst anding shares of common stock. 
 

1. Mr. Housman currently is our Chairman of the B oard.  See Note (9) to the t able of S ecurit y 
Ownership of C ert ain B enefi ci al Owners and Management. 

2. Mr. Meerfeld currently is our C hief Executive Offi cer and also serves as one of our di rectors.  
See Note (8) to the t abl e of S ecurit y Ownership of Cert ain B eneficial Owners and Management. 

3. Mr. Dukler currently is our Chief T echnology Offi cer.  Includes 68,187 shares of common stock 
underlying opt ions which are currently exercisabl e or exercisable within 60 days of the dat e 
hereof. 

4. Mr. Atti as currently serves as one of our di rectors.  See Note (6) to the t able of S ecurit y 
Ownership of C ert ain B enefi ci al Owners and Management. 

5. Mr. R ozen served as one of our directors unti l October 2002. 
6. Ezra Harel, who di rectly and indirectl y owns a majority of the outstanding shares of ICTS 

Int ernational, N. V., currently serves as one of our directors.  See Note (7) t o the t abl e of S ecurity 
Ownership of C ert ain B enefi ci al Owners and Management.  Includes 86, 957 shares of common 
stock underlying warrants which are currently exercisabl e or exerci sabl e within 60 days of t he 
dat e hereof. 

7. Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

8. Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

9. Includes 10,870 shares of common stock underlying warrant s which are currently exercisable or 
exercisable within 60 days of the dat e hereof. 

10.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

11.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 



 

51  
NYC  269893v1 

12.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

13.  Includes 16,304 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

14.  Includes 54,348 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof.  

15.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

16.  Edmund S hea is a manager of Shea Ventures, LLC.  Mr. Shea is an affili ate of C ommonwealth 
Associ ates, L.P., which act ed as the placement agent of our private pl acement that was completed 
in September 2002.  Includes 65,217 shares of common stock underlying warrants which are 
currently exerci sabl e or exerci sabl e within 60 days of t he dat e hereof.  Does not i nclude 28,204 
shares of common stock benefi cially owned by Mr. Shea.   

17.  Includes 70,652 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

18.  Includes 38,043 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

19.  Includes 10,870 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

20.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

21.  Includes 16,304 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

22.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

23.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

24.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

25.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

26.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

27.  Includes 58,696 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

28.  Includes 10,870 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

29.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisable or 
exercisable within 60 days of the dat e hereof. 

30.  Includes 10,870 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

31.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

32.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

33.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

34.  Includes 6,522 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the date hereof. 

35.  Includes 43,478 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 
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36.  Includes 32,609 shares of common stock underlying warrant s which are currently exercisable or 
exercisable within 60 days of the dat e hereof. 

37.  Includes 38,043 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

38.  Includes 54,348 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

39.  ComVest Venture Partners LP is an affiliat e of C ommonwealth Associ at es, L.P., which act ed as 
the pl acement agent of our private pl acement that was complet ed in S eptember 2002.  Includes 
93,626 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

40.  Mr. P riddy is an affi li ate of C ommonwealth Associ at es, L.P., which act ed as t he pl acement agent 
of our privat e pl acement that was complet ed i n S eptember 2002.  S ee not e (14) t o the tabl e of 
Securit y Ownership of Cert ain Benefi ci al Owners and Management. 

41.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

42.  James E. Lineberger currently serves as one of our di rectors.  See Note (11) t o the tabl e of 
Securit y Ownership of Cert ain Benefi ci al Owners and Management.  Includes 108,695 shares of 
common stock underlying warrants which are currently exerci sabl e or exercisabl e within 60 days 
of the date hereof. 

43.  James E. Lineberger currently serves as one of our di rectors.  See Note (11) t o the tabl e of 
Securit y Ownership of Cert ain Benefi ci al Owners and Management. 

44.  Ronald J. Asaaf, the trust ee of RGA Irrevocable Trust has served as t he CEO – U.S. Operations 
for InkS ure Inc. si nce S eptember 2002.  InkSure Inc. is one of our wholly owned subsidi ari es.  
Includes 76,087 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

45.  Includes 76,087 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

46.  Mr. R osenblatt is an affili at e of Commonwealth Associ at es, L.P., which act ed as the pl acement 
agent of our private pl acement t hat was complet ed in S eptember 2002. Includes 10, 870 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

47.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

48.  Includes 21,739 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

49.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

50.  Includes 10,870 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

51.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

52.  Includes 16,304 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

53.  Includes 43,478 shares of common stock underlying warrant s which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

54.  Includes 5,435 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

55.  Mr. F alk is a manager of ComVest C apit al Partners LLC.  See Note (3) to the t abl e of S ecurit y 
Ownership of C ert ain B enefi ci al Owners and Management. ComVest C apit al Partners LLC is an 
affili at e of C ommonwealth Associ at es, L.P., which act ed as the placement agent of our privat e 
placement t hat was complet ed in S eptember 2002. 
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56.  Mr. F rank is an employee of C ommonwealth Associ at es, L.P., which act ed as the pl acement 
agent of our private placement t hat was complet ed in September 2002.  Includes 110,000 shares 
of common stock underlying warrants which are currently exerci sabl e or exerci sabl e within 60 
days of the dat e hereof. 

57.  Mr. P rovow currently serves as one of our di rectors.  See Note (12) t o the tabl e of Security 
Ownership of C ert ain B enefi ci al Owners and Management.  Mr. Provow is a limited partner of 
Commonwealth Associ ates, L.P., which act ed as the pl acement agent of our private pl acement 
that was completed in S eptember 2002.  Includes 80,081 shares of common stock underlying 
warrants which are currently exercisabl e or exercisable within 60 days of the dat e hereof.   

58.  Mr. Grieper is an employee of C ommonwealth Associ at es, L.P., which acted as the placement 
agent of our private pl acement t hat was complet ed in S eptember 2002.  Includes 36,614 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

59.  Mr. O'Sullivan is an employee of C ommonwealth Associ at es, L.P., which act ed as the placement 
agent of our private pl acement t hat was complet ed in S eptember 2002.  Includes 37,764 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

60.  Mr. Kleidman was the former President of LILM Acquisiti on Corp., a wholly owned subsidiary 
of our predecessor, Lil Marc, Inc.  Mr. Kleidman is an employee of C ommonwealth Associ at es, 
L.P., which act ed as the pl acement agent of our privat e placement that was complet ed in 
September 2002.  Includes 22,859 shares of common stock underlying warrant s which are 
currently exerci sabl e or exerci sabl e within 60 days of t he dat e hereof. 

61.  Mr. W ynn formerly served as one of our directors and as a di rector and C hief Financi al Offi cer of 
our predecessor, Lil Marc, Inc.  Mr. Wynn is an employee of Commonwealth Associates, L.P., 
which act ed as the pl acement agent of our privat e pl acement that was complet ed in S eptember 
2002.  Includes 10, 704 shares of common stock underlying warrants which are currently 
exercisable or exercisable within 60 days of the dat e hereof. 

62.  Mr. Katz is an employee of C ommonwealth Associ at es, L.P., which act ed as t he pl acement agent 
of our privat e pl acement that was complet ed i n S eptember 2002.  Includes 9,251 shares of 
common stock underlying warrants which are currently exerci sabl e or exercisable within 60 days 
of the date hereof. 

63.  Mr. P allott a is an employee of C ommonwealth Associ at es, L.P., which acted as the placement 
agent of our private pl acement t hat was complet ed in S eptember 2002.  Includes 7,497 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

64.  Mr. R osenbloom formerly served as one of our directors of InkSure and as director and P resident 
of our predecessor, Lil Marc, Inc.  Mr. Rosenbloom is a manager of ComVest Capit al P artners 
LLC.  ComVest C apit al Partners LLC i s an affili at e of Commonwealth Associ at es, L.P., which 
act ed as the placement agent of our private pl acement t hat was complet ed in S eptember 2002.  
Includes 7,296 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the dat e hereof. 

65.  Mr. Blue is an employee of C ommonwealth Associ at es, L.P., which act ed as t he pl acement agent 
of our privat e pl acement that was complet ed i n September 2002.  Includes 4,916 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

66.  Ms. Lipman is an employee of Commonwealth Associ at es, L.P., which act ed as the pl acement 
agent of our private pl acement t hat was complet ed in S eptember 2002.  Includes 3,824 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

67.  Mr. S hea is an affili ate of C ommonwealth Associat es, L.P., which act ed as t he pl acement agent of 
our privat e pl acement that was complet ed in S eptember 2002.  Includes 3,041 shares of common 
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stock underlying warrants which are currently exercisabl e or exerci sabl e within 60 days of t he 
dat e hereof.  Does not include 251,553 shares of common stock benefi ci ally owned by S hea 
Ventures, LLC, for which Edmund Shea is the manager.   

68.  Mr. T allur is an employee of Commonwealth Associ at es, L.P., which act ed as t he pl acement 
agent of our private pl acement t hat was complet ed in S eptember 2002.  Includes 2,826 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

69.  Mr. W aye is an employee of C ommonwealth Associ at es, L.P., which act ed as the pl acement 
agent of our private pl acement t hat was complet ed in S eptember 2002.  Includes 983 shares of 
common stock underlying warrants which are currently exerci sable or exercisabl e within 60 days 
of the date hereof. 

70.  Includes 957 shares of common stock underlying warrants which are currently exercisable or 
exercisable within 60 days of the dat e hereof. 

71.  Commonwealth Associ ates Group Holdings LLC is an affili at e of Commonwealth Associ at es, 
L.P., which act ed as the pl acement agent of our privat e pl acement that was complet ed in 
September 2002.  Includes 25,875 shares of common stock underlying warrant s which are 
currently exerci sabl e or exerci sabl e within 60 days of t he dat e hereof. 

72.  The Daniel P arker Living Trust is a limit ed partner of C ommonwealth Associ at es, L.P., which 
act ed as the placement agent of our private pl acement t hat was complet ed in S eptember 2002.  
Includes 2,003 shares of common stock underlying warrants which are currently exercisabl e or 
exercisable within 60 days of the date hereof.  

73.  Mr. Tucker is an affili at e of C ommonwealth Associ at es, L.P., which act ed as the placement agent 
of our privat e pl acement that was complet ed i n S eptember 2002.  Includes 2,003 shares of 
common stock underlying warrants which are currently exerci sabl e or exercisabl e within 60 days 
of the date hereof. 

74.  Includes 106 shares of common stock underlying warrants which are currently exercisable or 
exercisable within 60 days of the dat e hereof. 

75.  Mr. Giardina i s an employee of Commonwealth Associ at es, L.P., which act ed as the pl acement 
agent of our private pl acement t hat was complet ed in S eptember 2002. 

76.  The selling securit yholder purchased his, her, or its shares i n the ordinary course of business and 
at the time of purchase of the securiti es to be resold, the selling securityholder had no agreement s 
or underst andings, directly or indi rectly, with any person to dist ribut e the securiti es. 
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PLAN OF DISTRIB UTION 

In this section of t he prospectus, the term “ selli ng securit yholder" means and includes : (1) the persons 
identi fi ed in t he tabl es above as the selli ng securityholders and (2) any of thei r donees, pl edgees, 
dist ributees, transferees or other successors i n int erest who may (a) receive any of the common stock 
offered hereby after t he dat e of t his prospectus and (b) offer or sell t hose shares hereunder. 

The common stock offered by this prospectus may be sold from time to time di rectly by the selli ng 
securit yholders.  Al ternatively, t he sell ing securityholders may from time to time offer t hose shares 
through underwrit ers, brokers, deal ers, agents or other intermediari es.  The selling securityholders as of 
the dat e of t his prospectus have advised us t hat at that time there were no underwriting or dist ri bution 
arrangements ent ered into with respect to the common stock offered hereby.  The dist ri bution of the 
common stock by the selli ng securi tyholders may be effect ed i n one or more transactions that may t ake 
place on the OTC Elect roni c Bul let in B oard or Nasdaq or an exchange if the common stock is then t raded 
there (i ncluding one or more block t ransaction) through customary brokerage channels, either through 
brokers acting as agents for the selli ng securit yholders, or through market makers, deal ers or underwrit ers 
acting as principals who may resell these shares on the OTC Elect roni c B ull etin B oard or Nasdaq or an 
exchange i f the common s tock is t raded then there; i n privat ely-negot iat ed sal es; by a combination of such 
methods; or by other means.  These transactions may be effected at market pri ces prevaili ng at the time of 
sal e, at prices relat ed t o such prevailing market pri ces or at other negoti at ed prices.  Usual and customary 
or speci fi call y negoti at ed brokerage fees or commissions may be paid by the selling securit yholders in 
connection with sales of the common stock. 

Selli ng securit yholders may ent er into hedging transactions with broker-deal ers in connection with 
dist ributions of the shares or otherwise.  In such transactions, broker-dealers may engage in short sal es of 
the shares in the course of hedging the positi ons t hey assume with such selling securityholders.  One or 
more selling securityholders al so may sell shares short and redeliver t he shares to close out such short 
positi ons.  One or more selling securityholders may enter into option or other transactions with broker-
deal ers which requi re the delivery to the broker-dealer of the shares. The broker-dealer may then resell or 
otherwise transfer such shares pursuant to t his prospectus. 

The selling securit yholders also may l end or pl edge the shares to a broker-deal er.  The broker -deal er 
may sell the shares so l ent, or upon a defaul t the broker-deal er may sell the pl edged shares pursuant to t his 
prospectus. Any securities covered by this prospectus which qualify for sale pursuant to Rule 144 
promulgat ed under t he Securit ies Act may be sold under Rule 144 rather than pursuant to this prospectus.  
The selling securit yholders have advi sed us that they have not entered into any agreements, 
underst andings or arrangement s with any underwrit ers or broker -deal ers regarding the sal e of thei r 
securiti es.  There i s no underwriter or coordinating broker acting in connection with t he proposed sale of 
shares by the selling securityholders. 

Although the common stock covered by this prospectus are not currently being underwritt en, the 
selli ng securit yholders or t hei r underwrit ers, brokers, dealers or other agent s or other int ermediari es that 
may parti cipat e with t he selling securityholders in any offering or dist ri bution of common stock may be 
deemed “underwriters" within the meaning of t he Securities Act of 1933, as amended (the “ Securiti es 
Act"), and any profit s reali zed or commissions received by them may be deemed underwriti ng 
compensation thereunder.   

At the time a parti cul ar offer of common stock is made by or on behal f of a selling securit yholder, to 
the ext ent requi red under appli cabl e rul es of t he SEC, we wil l prepare a prospectus supplement setti ng 
forth t he number of shares being offered and the terms of t he offering, including the name or names of 
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any underwrit ers, deal ers, brokers, agents or other i ntermediari es, i f any, the purchase pri ce paid by any 
underwrit er for securiti es purchased from the selling securityholders and any di scounts, commissions or 
concessions all owed or reall owed or paid to others, and the proposed selli ng pri ce to t he publi c. 

Under appli cable rul es and regulat ions under the Securiti es Exchange Act of 1934, as amended (the 
“Exchange Act"), any person engaged in a dist ri bution of t he common stock offered hereby may not 
simul taneously engage in market making acti viti es with respect to the common stock for a period of up to 
five days preceding such di stri bution.  The selling securit yholders will be subject to the appli cabl e 
provi sions of the Exchange Act and the rul es and regulations promulgat ed t hereunder, including without 
limit ation R egulation M, which provisions may limi t the timing of purchases and sal es by the selling 
securit yholders. 

In order to comply with cert ain stat e securiti es l aws, i f appli cable, t he common stock offered hereby 
will be sold i n such jurisdi cti ons only through regist ered or li censed brokers or dealers. In cert ain st at es, 
the common stock may not be sold unl ess they are regi st ered or quali fi ed for sal e in such st at e, or unl ess 
an exemption from regist rat ion or quali fi cation is avail abl e and is obt ained. 

All cos ts, expenses and fees in connection with the regist ration of t he common stock offered hereby 
will be borne by us. However, any brokerage or underwriting commissions and simil ar selling expenses, 
if any, att ribut able to t he sal e of the common stock will be borne by the selli ng securit yholders. 

We have agreed to indemni fy cert ain of the selling securityholders against cert ain li abiliti es, 
including liabilities under the S ecuriti es Act of 1933, or t o cont ribute to payments to which any of t hose 
securit yholders may be requi red to make in respect thereof. 

DESCRIPTION OF CAPITAL STOC K 

General 

The following descripti on of our capit al stock does not purport to be complet e.  For a complet e 
description pl ease refer t o our certi fi cat e of incorporation and bylaws, which are included as exhibits t o 
the regi strati on stat ement of which this prospectus forms a part, and by appli cabl e provisions of Delaware 
law. 

We are authori zed to issue up to 35, 000,000 shares of common stock, $0.01 par value per share, of 
which 11,982,166 shares were i ssued and outs tanding as of August 22, 2003.  Our certi fi cat e of 
incorporati on authori zes 10,000,000 shares of “ blank check" preferred stock, par value $0. 01 per share, 
none of which are outst anding. 

Common Stock 

Subject to t he rights of holders of preferred stock, i f any, holders of shares of our common stock are 
enti tled to share equally on a per share basis i n such dividends as may be decl ared by our Board of 
Di rectors out of funds l egally avail abl e therefore. There are presently no pl ans to pay dividends with 
respect to t he shares of our common s tock.  Upon our liquidation, dissolution or winding up, aft er 
payment of creditors and the holders of any of our senior securi ties, including preferred stock, i f any, our 
asset s wil l be divided pro rat a on a per share basis among the holders of the shares of our common stock.  
The common stock is not subj ect to any liabili ty for further assessments. There are no conversion or 
redemption privil eges nor any sinking fund provi sions with respect to t he common stock and the common 
stock is not subj ect to call. The holders of common stock do not have any pre-emptive or other 
subscription ri ghts.  
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Holders of shares of common stock are ent itl ed to cast one vot e for each share held at all 
stockholders' meetings for all purposes, including the el ecti on of di rectors. The common stock does not 
have cumulative voting rights. 

All of the is sued and outstanding shares of common stock are fully paid, validly issued and non-
assessable. 

Pref erred Stock 

None of the 10,000,000 “blank check" preferred shares are currently outstanding.  Our Board of 
Di rectors have the authority, without further act ion by the holders of t he out st anding common stock, to 
issue shares of preferred stock from time to time in one or more classes or seri es, to fix t he number of 
shares const ituti ng any class or seri es and the stated value t hereof, i f di fferent from the par value, and to 
fix t he t erms of any such seri es or cl ass, including dividend rights, dividend rat es, conversion or exchange 
rights, voting ri ghts, rights and terms of redemption (i ncluding sinking fund provisions), the redemption 
pri ce and the liquidation preference of such cl ass or seri es.  

Warrants 

As of August 22, 2003, we had warrants to purchase 2,007,459 shares of common stock outst anding 
as foll ows: warrant s for 1, 456,526 shares of common stock exercisabl e at $2.17 per share; and warrant s 
for 550,933 shares of common stock exercisabl e at $1. 61 per share. All of such warrants contain 
provi sions for cashl ess exercise. 

The exercise pri ce of t he warrants and the number of shares issuable upon exercise of t he warrants are 
subject to adjustment t o prot ect against dil ution in certain events such as stock split s, combinations, 
subdivi sions and recl assifi cations.  

CERTAIN RELATIONS HIPS AN D RELAT ED TRANSACTIONS  

On October 23, 2002 as a result of a “ reverse merger" transaction, a wholly owned subsidi ary of Lil 
Marc, Inc. merged with and into InkSure Delaware pursuant to which InkSure Delaware became a wholly 
owned subsidi ary of Lil Marc in a transaction accounted for as a reverse acqui sition of Lil Marc by 
InkSure Delaware. Prior t o the reverse merger, Lil Marc was a non-operati ng publi c shell corporation 
with nominal asset s.  Following the reverse merger, the management of InkS ure Delaware controlled t he 
merged company and the principal shareholders of InkSure Delaware became principal shareholders of 
the merged company.  Following the closing of t he reverse merger, Lil Marc changed its name to InkS ure 
Technologies Inc.  As a result of t he reverse merger transaction, InkS ure Delaware changed it s name to 
IST Operating Inc., and continued as an operating entity and as one of our wholly owned subsidi ari es.  
The hi stori cal fi nanci al stat ements of InkSure Delaware repl aced those of Lil Marc.   

In March 2002, management of InkS ure Delaware was seeking additional equity funding in order to 
fully implement its business and marketing plan for the expansion of t hei r business. Eli e Housman, 
Chai rman of InkSure Delaware, commenced discussions with Commonwealth Associat es, L.P., and its 
affili ates, ComVest Capital P artners, LLC, our majorit y stockholder prior to the reverse merger, regarding a 
privat e pl acement and eventual reverse merger of InkSure Delaware with one of our wholly owned 
subsidiari es.  In March 2002, Commonwealth ent ered into a l etter of int ent to act as the pl acement agent in 
connection with a privat e pl acement for InkS ure Delaware.  As a condition to the closing of the privat e 
placement fi nancing, InkSure Delaware agreed that it would merge with and into one of our newly formed 
wholly owned subsidiari es so that InkSure Delaware would be the surviving corporation and the surviving 
corporation would continue the operati ons and business of InkS ure Delaware.  The exchange ratio for 
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conversion of shares of InkSure Delaware common stock into shares of our common stock was det ermined 
by us and InkS ure Delaware through such negoti ations.  In connection with the privat e pl acement, InkS ure 
Delaware paid Commonwealth a $569,500 cash fee and issued a seven-year warrant to purchase 550,933 
shares of InkSure Delaware common stock at a price of $1.61 per share.  In connection with the merger of 
InkS ure Delaware with our wholly owned subsidi ary, this warrant to purchase shares of InkSure Delaware 
common stock was converted into warrants to purchase shares of our common stock. 

SHARES ELIGIB LE FOR FUTUR E SALE 

Shares Outs tanding and Freel y Tradable Aft er Off ering. Upon completion of this offering, we will 
have 11,982,166 shares of common stock outs tanding. The shares t o be sold by the selling securityholders 
in this offering will be freely tradable without restri ction or limit ati on under the S ecuriti es Act, except for 
any such shares held our by “ affili at es", as such t erm is defined under Rule 144 of t he Securities  Act, 
which shares will be subject to t he resal e limit ations under Rule 144.  

Rule 144. In general, under Rule 144, as currently in effect, a person (or persons whose shares are 
aggregated) who has benefi ci all y owned shares for at l east one year, i ncluding an affili at e of us, would be 
enti tled to sell, within any three-month period, that number of shares t hat does not exceed the greater of 
1% of t he then-outs tanding shares of common stock (11,982, 166 shares aft er thi s offering) or t he average 
weekly trading volume in the common stock during the four cal endar weeks immediately preceding the 
dat e on which the noti ce of sal e is fil ed with the Securiti es and Exchange Commission, provided cert ain 
manner of sal e and noti ce requi rements and requirements as to t he avai labilit y of current publi c 
information about us is satis fi ed. In addi tion, affili at es of ours must comply with t he rest ri ctions and 
requirements of Rule 144, other than the one-year holding period requirement, in order t o sell shares of 
common stock. As defined in R ule 144, an “ affili at e" of an issuer is a person who, di rectly or indirectly, 
through the use of one or more int ermediari es cont rols, or is cont roll ed by, or is under common control 
with, such issuer. Under Rule 144(k), a holder of “ rest ricted securiti es" who is not deemed an affil iat e of 
the i ssuer and who has benefi ci ally owned shares for at l east two years would be entitl ed to sell shares 
under R ule 144(k) without regard to the limit ations described above.  

Eff ect of Subs tantial Sal es on Market Pri ce of Common Stock. W e are unable to estimate the number 
of shares t hat may be sold in the future by our existing shareholders or the effect, if any, that such sal es 
will have on the market pri ce of the common stock prevaili ng from time to time. Sal es of subst anti al 
amounts of common s tock, or the prospect of such sal es, could adversely affect the market pri ce of the 
common stock.  

HOW TO OB TAIN MORE INFOR MATION AB OUT INKSURE T ECHN OLOGIES INC. 

We are subject t o the informat ional requirement s of t he Securiti es Exchange Act of 1934, and in 
accordance t herewith fil e reports, proxy or information st at ements and other i nformation with t he 
Securiti es and Exchange C ommission. S uch reports, proxy s tat ements and other information can be 
inspect ed and copied at the publi c reference faciliti es maint ained by the S ecuriti es and Exchange 
Commission at 450 Fi ft h Street, N.W., Washington, D.C. 20549.  Copies of such materi al can be obt ained 
from the Publ ic Reference S ect ion of t he Securi ties and Exchange Commission at Judi ciary Plaza, 450 
Fi fth St reet, N.W., W ashington, D.C. 20549, at prescribed rat es.  In addition, the Securiti es and Exchange 
Commission maint ains a web sit e that contains reports, proxy and information st at ements and other 
information regarding regist rants t hat fil e el ectroni cally with the Securiti es and Exchange Commission. 
The address of the S ecuriti es and Exchange Commission 's web sit e is http://www.sec.gov.  

We have fil ed with the S ecuriti es and Exchange C ommission a regist ration st atement on Form SB -2 
under the S ecuriti es Act of 1933 with respect to the shares of common stock being offered by the selli ng 
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securit yholders. As permitt ed by the rul es and regulations of the Securiti es and Exchange Commission, 
this prospectus does not contain all t he i nformation set forth i n the regist ration st atement and the exhibits 
and schedules t hereto. For further information with respect to our common stock offered by the selli ng 
securit yholders, reference is made to the regist ration st at ement, and such exhibits and schedules. A copy 
of the regis trati on st at ement, and the exhibits and schedules t hereto, may be i nspect ed without charge at 
the public reference faciliti es maint ained by the Securiti es and Exchange C ommission at t he address set 
forth above, and copies of all or any part of t he regist ration st at ement may be obt ained from such offi ce 
upon payment of t he fees prescribed by the Securiti es and Exchange Commission. In additi on, the 
regist ration st at ement may be accessed at the C ommission' s web site. Stat ements contained in t his 
prospectus as to the contents of any cont ract or other document are not purport ed to be complet e and, 
where applicabl e, reference is made to the copy of such cont ract or document fil ed as an exhibit to the 
regist ration st at ement. 

DISCLOSUR E OF COMMISSION POSITION ON INDE MNIFICATION 
FOR SECURITIES ACT LIAB ILITIES 

 

Consistent with the Delaware General Corporation Law, or t he DGC L, Arti cl e VII of our By -Laws 
provides that we shall i ndemni fy any person who was or is a party or t hreat ened to be made a party to any 
threat ened, pending or complet ed action, suit or proceeding, whether civil, criminal, adminis trati ve (other 
than an action by or i n the ri ght of t he corporation) by reason of the fact that he is or was a di rector or 
offi cer of t he corporation, agains t expenses (i ncluding attorney's fees ), judgments, fines and amounts paid 
in settl ement actually and reasonably incurred by him in connection with such action, suit or proceeding i f 
he act ed i n good faith and in a manner he reasonably beli eved to be in or not opposed to t he best int erests 
of the corporation, and with respect t o any criminal acti on or proceeding, had no reasonable cause to 
beli eve his conduct was unlawful.  The t ermination of any action, suit or proceeding by judgment, order, 
settl ement, convicti on, or upon a pl ea of nolo contendere or it s equival ent shall not, without more, creat e 
a presumption that the person did not act i n good faith and in a manner which he reasonably beli eved to 
be i n or not opposed to the best int erest of the corporati on, and, with respect to any criminal action or 
proceeding, had reasonable cause t o beli eve that his conduct was unl awful.  

We must i ndemni fy a di rector, offi cer, employee or agent of ours who is success ful, on t he meri ts or 
otherwise, in the defense of any act ion, suit or proceeding, or in defense of any cl aim, is sue, or matt er i n 
the proceeding, to which they are a party because they are or were a di rector, offi cer employee or agent of 
us, against expenses actually and reasonably i ncurred by them in connection wi th the defense.  

We may provide t o pay the expenses of offi cers and directors incurred i n defending a civil or criminal 
action, suit or proceeding as the expenses are incurred and in advance of t he fi nal disposition of t he 
action, suit or proceeding, upon receipt of an undert aking by or on behal f of the director or offi cer to 
repay the amount i f it is ultimately det ermined by a court of competent jurisdi cti on t hat they are not 
enti tled to be i ndemni fi ed us.  

The DGCL al so permits a corporati on to purchase and maint ain liabil ity insurance or make other 
financial arrangements on behal f of any person who is or was a director, officer, employee or agent of us, 
or is or was serving at the reques t of t he corporation as a di rector, offi cer, employee or agent, of another 
corporation, partnership, joint venture, trust or other enterprise for any liabilit y asserted against them and 
liability and expenses i ncurred by them in their capacity as a director, officer, employee or agent, or 
arising out of t hei r st atus as such, whether or not we have the authorit y to indemnify them agains t such 
liability and expenses. P resently, we do carry such insurance. 
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Insofar as indemni ficati on for li abili ties arising from the Securiti es Act may be permitt ed to directors, 
offi cers, and controlling persons of us pursuant t o the foregoing provi sions, or otherwise, we have been 
advised that in the opinion of t he Commission such indemni ficati on i s against publi c policy as expressed 
in the Securiti es Act and is, therefore, unenforceable. In the event that a claim for indemnifi cation against 
such li abi liti es (other than the payment by us of expenses incurred or paid by a director, offi cer or 
cont rolling person of us in the success ful defense of any action, suit or proceeding) is assert ed by such 
director, officer or controlling person in connection with the securiti es being regist ered, we will, unl ess in 
the opinion of its counsel t he matt er has been settled by cont rolli ng precedent, submit t o a court of 
appropriat e jurisdi ction the question whether such indemni fi cation by it is against public poli cy as 
expressed in the S ecuriti es Act and will be governed by the fi nal adjudication of such issue. 

LEGAL MATTERS  

The l egalit y of the shares of common stock offered hereby will be passed upon for us by Mintz, 
Levin, Cohn, Ferris, Glovsky and Popeo, P.C., Chrysl er C enter, 666 Third Avenue, New York, New York 
10017. 

No person is authorized to give any information or to make any representations with respect to shares 
not contained in thi s Prospectus in connection with the offer contained herein, and, i f given or made, such 
information or represent ation must not be reli ed upon as having been authorized by us. This P rospectus 
does not constit ute an offer to sell or the soli cit ation of an offer to buy any securit y other than the shares 
of common stock offered by this prospectus, nor does it constit ut e an offer to sell or a soli cit ati on of an 
offer t o buy shares of common stock in any juri sdi cti on where such offer or soli citati on would be 
unl awful. Nei ther the delivery of t his P rospectus nor any sales made hereunder shal l, under any 
ci rcumstances, creat e any impli cat ion that there has been no change in our affairs since the dat e hereof.   

EXPERTS 

Kost Forer & Gabbay a member of Ernst & Young Global, independent audi tors, have audit ed our 
consolidat ed fi nanci al st at ements at December 31, 2001 and 2002, and for each of the t hree years in t he 
period ended December 31, 2002, as set forth in their report. W e've i ncluded our financi al st at ements in 
the prospectus and elsewhere in the registration stat ements in reli ance on Kost F orer & Gabbay's report, 
given on thei r authorit y as experts in accounting and auditing. 

CHANGES IN AND DISAGREE MENTS WITH ACCOUN TANTS  
ON ACCOUNTING AND FINANCIAL DISCLOSUR E 

On October 28, 2002, we decided to dismiss B erenson & Company LLP as our independent auditor 
and decided to engage Kost, Forer & Gabbay, a member of Ernst and Young Global, to audit our financial 
stat ements for the 2002 fiscal year. Kost, F orer & Gabbay had been the auditors of InkS ure Delaware 
since its incorporation, and foll owing the consummation of t he merger, our management decided to 
continue to use InkS ure Delaware's former independent auditors.  

The di smissal of B erenson & C ompany LLP was effective upon completion of its work relat ed t o our 
unaudit ed financi al st at ements that were fil ed in connection with our Form 10-QSB for the t hird fi scal 
quarter that we fil ed with the S ecurities and Exchange C ommission on November 14, 2002.  

The reports of B erenson & Company LLP on our fi nanci al st at ements for the years ended December 
31, 2000 and December 31, 2001, did not contain an adverse opinion or a discl aimer of opinion and were 
not qualified or modi fi ed as to uncert ainty, audit score or accounting principl es. 
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Durin g our t wo mo st recent fiscal years en ded December 31, 2002, we did not con sult with 
Kost Forer & Gabbay regarding any of the matters or events set forth in Item 304(a)(2 )(i) an d ( ii) 
of Regulation S-B
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