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CONSOLIDATED STATE MENT S OF CASH FLOWS 
U.S. dollars in thousands  
 

  
Six months ended  

June 30,   
Three months ended  

June 30,  
  2003  2002  2003  2002 
  (unaudited)  (unaudited) 
Cash flows from operating activities:               
Net incom e (lo ss)   $ (1,708)  $ 258  $ (889)  $ 38  
Adjustments to reconcile net inco me (lo ss) 

to net cash used in operatin g activities:         
Depreciation and amortization  77   70   38   36  
Accrued severan ce pay, n et  7  (8)  2  (4)
Decrease (in crease) in trade receivables  730  (120)  -  (248)
Increase in other acco unts receiv able an d 

prepaid exp enses  (143)  (44)  (60)  (43)
Decrease (in crease) in inventories  (20)  152  (20)  17  
Increase (decrease) in trade payables  (132)  (119)  139  (2)
Increase (decrease) in emp loyees an d 

payroll accruals  85   (46)  60   27  
Increase (decrease) in accrued exp enses an d 

other liabilit ies  (141)  (241)  (14)  12  
Accum ulated interest on short-term deposits  (40)  -  (20)  - 
         
Net cash used in operating activities  (1,285)  (98)  (764)  (167)
         
Cash flows from inv estin g activities:                  
Purchase of prop erty and equipm ent  (30)  (7)  (15)  (5)
Proceeds fro m short-term depo sits  1,119  -  310  -          
Net cash provided by (used in) investin g 

activities  1,089  (7)  295  (5)         
Cash flows from fin ancin g activities:                  
Short-term bank credit , net  -  (20)  -  164 
Proceeds fro m issuance of Co mmon stock 

and warrants, net   -  81   -  - 
Principal p ayment of lon g-term lo ans   -  (50)  -  - 
Proceeds fro m issuance of Redeemable 

Preferred A shares  -  150  -  -          
Net cash provided by financing activities  -  161  -  164          
Increase (decrease) in cash an d cash 

equivalents  (196)  56   (469)  (8)
Cash and cash equiv alents at the beginn in g 

of the period  213  2  486  66           
Cash and cash equiv alents at the end of the 

perio d  $ 17   $ 58   $ 17   $ 58  
 
The accompanying notes are an integral part of the consolidated financial statements.  
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CONSOLIDATED STATE MENTS OF CASH FLOWS 
U.S. dollars in thousands  
 
 
 

  
Six months ended  

June 30,   
Three months ended  

June 30,  
  2003  2002  2003  2002 
  (unaudited)  (unaudited) 
         
Non-cash transactions:         
         

In respect of transaction bet ween the 
Comp any an d Supercom Ltd. 

 
$ -  $ 1,4 80  $ -  $ - 

         
Conver sion of Co mmon stock into 
Redeemable Preferred A sh ares 

 
$ -  $ 1,000  $ -  $ - 

         
Supplemental disclosure of cash flo ws 

information: 
 

       
         

Cash paid during the perio d for :         
         

Interest   $ -  $ 21  $ -  $ 13  
 
 
 
 
 
 
The accompanying notes are an integral part of the consolidated financial statements.  
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NO TE 1:- GENERAL 
 

Ink Sure Technolo gies Inc. an d its subsidiaries (formerly : Lil Marc. Inc.) ("the 
Comp any") was incorporated un der the laws of the state of Nev ada on April 22, 
1997. Subsequent to the balan ce sheet date, Ink Sure Technolo gies Inc. effected a 
reincorporation from Nev ada to Delaware thro ugh a merger with its who lly o wned 
subsidiary, Ink Sure Techno lo gies (Delaware) Inc., which was incorporated as of June 
30, 2003. The surv iving corporation in the merger was Ink Sure Technolo gies 
(Delaware) Inc., which thereafter renamed itself Ink Sure Technolo gies Inc.  The 
Comp any sp ecializes in co mprehen sive security so lutions, design ed to protect 
bran ded pro ducts an d do cuments of v alue from co unterfeiting, fraud an d diver sion. 
 
The Company con ducts its op erations an d business with an d through its direct and 
indirect subsidiaries, Ink Sure In c., a Delaware corporation incorporated in March 
2000; IST  Operating In c., a Delaware corporation, incorporated in May 2000 
(formerly: Ink Sure Techno lo gies Inc.); Ink Sure Ltd., which was incorporated in 
Decem ber 1995 un der the laws of I srael an d Ink Sure RF Inc. a Delaware corporation 
incorporated in March 2000 ( as of June 30, 2003 Ink Sure RF Inc. is inactive).  

 
 

NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES 
 

The signi fi cant accounting poli ci es appli ed i n the annual financi al st at e ments of the 
Company as of December 31, 2002, are appli ed consist ently  in  t hese fi nanci al  stat ements . 
In  addition, the following accounting policy i s  appl ied: 
 
Accounting for stock-based compensation:  

 
The Company has el ect ed to foll ow Accounting Principl es Board Opinion No. 25 
"Accounting for Stock Issued to E mployees" ("AP B No. 25") and FASB I nt erpretat ion No. 
44 "Accounting for Certain Transact ions Involving Stock Compensation" ("FIN No. 44") in  
accounting for its e mployee stock option pl ans . Under APB No. 25, when the exercise price 
of the Company's  stock options is  less t han the market pri ce of t he underlying shares on the 
dat e of grant, co mpensation expense is  recognized.  
 
Under State ment of Financi al Accounting St andard No. 123, "Accounting for Stock Based 
Compensat ion" ("SFAS No. 123"), pro for ma information regarding net l oss and loss per 
share is required, and has been deter mined as i f the Company had accounted for its e mployee 
stock options under the fai r value method of t hat s tat e ment . The fair value for these options  
was estimated at the date of grant us ing a Black-Scholes Option Valuation model wi th the 
foll owing weighted -average assu mptions for three months ended June 30, 2003 and 2002:  
risk-free int erest rat e of 2% for each period, with dividend yi elds of 0% for each period, 
vol atilit y factors of the expect ed market pri ce of the Co mpany's Co mmon stock of 0 .995 and 
0.5, and a weighted-average expect ed li fe of t he options  of 3 and 5 years . Stock 
co mpensation, for pro forma purposes, i s a morti zed over the vesting period. 
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NOTE 2:- SIGNIFICANT ACCOUNTING POLICIES (Cont.) 
 
The foll owing t abl e illust rates the effect on net i nco me (loss ) and earnings (l oss) per share as  
if t he fair value method had been applied to all outst anding and unvested awards i n each 
period: 
 
 

 
Six months ended  

June 30,   
Three months ended  

June 30,  
 2003  2002  2003  2002 
 (unaudited)   (unaudited)  
      
Net income (loss), as reported  $ (1,708)  $ 58   $ (889)  $ 38  
Deduct: Total stock-based 

compensation expense 
determined un der fair value 
method for all awards  (80)   (241)  (25)  (60)  

        
Pro forma net loss  $ (1,788)  $ (183)  $ (914)  $ (22)  
        
Basic and diluted net earnings 

(loss) per sh are, as reported  $ (0.14)  $ 0.01  $ (0.07) $ 0.01  
        
Basic and diluted net loss per 

share, pro forma  $ (0.15)  $ (0.04)  $ (0.08) $ (0.04)  
 

 
NOTE 3:- UNAUDITE D INTERIM CONS OLIDATE D FINANCIAL STATE MEN TS  
 

The accompanyin g unaudited interim con solidated f inancial statements have been 
prepared in accordance with generally accepted accountin g prin ciples in the United 
States for interim f inancial information. Accordin gly, they do not include all the 
information an d footnotes requir ed by generally accepted acco unting prin ciples in the 
United States for complete financial statements. In the opinion of management, all 
adjustments ( consistin g of normal recurring accruals) considered n ecessary for a f air 
presentation have been in cluded. Operating r esults for the six-month perio d ended 
June 30, 2003 are not necessarily in dicative of the results that may be expected for 
the year en ded Decem ber  31, 2003.  
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Item 2.  Ma nagement’s  Discussion and A nalysis or  Plan of  Operation 
 

In this section, “ Manag ement’s Discussion and  Analysis o r P lan o f Op eration,”  refe rences to  “ we,” “ us,” 
“our,” and “ ours” re fe r to InkSu re  Technologies, Inc . and its consolidated subsidiaries . 

 
This Quarte rly Repo rt on Form 10 -QSB contains  statements that may  constitute “ forw ard-looking 

statements” within the  meaning, and made pursuant to the Safe  Harbor provisions, o f the  Private  Securities 
Litigation Refo rm A ct o f 1995.  Such  statements are based on  man agement’s cu rrent  expectations and  a re  subject  to 
a nu mber o f risks and un cert ainties, including , but not li mited to , the  di ffi culty inherent in operating an early-stage  
co mp any in a n ew and rapidly evolving market, mark et and  economi c  conditions, the  i mp act o f comp etitive 
products, p roduct demand  and  mark et acceptance risks, changes in product mi x, costs and availability o f raw 
materials, fluctuations in  operating results, del ays in d evelop ment o f highly co mplex p roducts, risk o f custo mer 
contract  or  sales o rder cancellations and  other risks d etailed from ti me to ti me in ou r filings with  the Securities and 
Exchange Co mmission.  These risks and  uncertainties could cause  our  actu al results to di ffer  materially  fro m thos e 
described in the  forward -looking statements.  Any forward -looking stat ement represents ou r expect ations or 
fo recasts only as of the  date it w as mad e and should not b e relied  upon as representing its exp ectations o r forecasts 
as o f any  subsequent  date .  Except as required b y law, we  undert ake  no obligation to cor rect  or  update  any  forward -
looking statement, whether as a  result o f n ew in formation, future events o r otherwise, ev en i f our  exp ectations o r 
fo recasts ch ange .   
 
 Th e following discussion and analysis should be read in conjunction with the finan cial statements, related  
notes and other  in formation in cluded in  this Quart erly Repo rt on Form 10-QSB. 
 
Overview 
 

On October 28 , 2002 , a wholly owned  subsidiary o f Lil Marc, Inc . merged  with and  into Ink Sure 
Technologies, In c., a D elaware  co rporation (“ InkSure Delaware”)  and  InkSure D elaw are  became a  wholly -own ed 
subsidiary o f Lil Marc in a transaction accounted  for  as a  reverse acquisition o f Lil Marc by  InkSu re Del aware .  
Prior to the rev erse merg er , Lil Marc w as a  non-op erating  public shell corpo ration with no minal  assets.  Following 
the rev erse merger, th e management o f InkSure  Del aware  controlled  the merged  co mpany  and  the  principal  
stockholders o f InkSure D elaw are  became princip al stockholders o f the  merged  comp any.  Following the closing of 
the rev erse merger, Lil Marc changed its name to InkSu re  Technologies In c.  As  a result o f the  reverse merger 
transaction, Ink Sure D elaware  ch anged  its name to IST Operating In c. and  continued  as an op erating entity and  as  
our wholly owned subsidiary , and th e historical  finan cial stat ements o f Ink Sure  D elaware  replaced those o f Lil 
Marc . 

 
On July 8, 2003, we reincorpo rated  as  a  Delaware corpo ration by  merging with and  into a  newly formed  

wholly owned subsidia ry. 
 
A. RESUL T OF OPERA TIONS 
 

Th e following dis cussion of ou r fin ancial  condition and results o f op erations should be  read in  conjunction 
with the consolidated fin ancial  statements and the  related  notes.  Th e financial  statements have  been p repared in 
acco rdan ce with US G enerally A ccept ed A ccounting Principles, o r G AAP.  
 

This discussion contains forw ard-looking stat ements that  involve risks and un certainties.  
 

Our actual results may  di ffer mat erially fro m thos e anticip ated in  these  forward -looking statements as a 
result o f ce rtain facto rs.  
 
Critical Acco unting  Policies  
 

Our fin ancial  statements are prepared in  accord ance with US GAAP.  The  significant accounting policies 
follow ed in th e preparation o f the  finan cial statements, applied on  a  consistent b asis and  which  have been p rep ared  
in accordan ce  with the  historical cost conv ention, are set forth  in Note  2 to  the Consolidated  Fin ancial Statements.  
 

Of thes e signi ficant accounting policies , cert ain policies  may b e considered critical b ecause th ey are most 
important to  the portray al o f our  finan cial condition and results, and th ey require man agement’s most  di fficult,  
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subjective or  co mplex judgments, o ften  as a result o f the  need  to mak e esti mat es about the e ffect  o f matters  that a re  
inherently uncertain .  W e believe th e following critical accounting policies  a ffect our  more  signi ficant  judg ments 
and esti mates  used in  the p rep aration o f ou r consolidated fin ancial  statements.  
 

Rev enue recognition.  We derive revenues from th e selling o f security inks and readers  by utilizing a  
co mbination o f our own  sales  personnel, strategi c allian ces  and licenses  with intermedi aries .  Revenu es fro m 
product sal es a re  recognized in accordan ce  with Sta ff Accounting Bulletin No . 101 , “ Revenu e Recognition in 
Financial Stat ements” , (“ SAB No. 101”), when  delivery h as occur red, persuasive  eviden ce  o f an agreement  exists, 
the vendor’s fee  is fi xed or  det erminable , no  furth er obligation exists and collectability is probable . When  a  right o f 
return exists, w e defer rev enues until the  right o f return expires. We do not  grant  a  right o f return to ou r custo mers. 
Rev enues we  receive  fro m licens es to market and utilize  our  technologies  a re  recognized  over the  term o f the license  
agreement. 
 

Inventories. Inv entories are stat ed at the low er  o f cost or  net  realizabl e valu e.  Cost is d etermined  by 
calculating raw  materials,  work  in pro cess and finished produ cts using the  “ first in, first out”  method.  
 
Three Months Ended June  30, 2003 Co mpared wi th Three  Mo nths Ended J une 30 , 2002    
 

Revenu e.  Rev enue  consists of gross sales o f p roducts less  discounts and  costs associated  with technology 
trans fe r.  W e are currently con centrating on entering and i mplementing large-scal e p rojects.  These  potential 
contracts  are subject to a long  sales  cycl e and flu ctuated  ti met able for entering and  i mplementing such  projects.  
This a ffected  our  results for the three months end ed June  30, 2003, wh ere  w e had no rev enue , co mpared to $825 ,000 
in the three months ended  June  30, 2002.  Revenue  in the  three months end ed June 30 , 2002  consisted p ri marily o f 
the ink ship ments to th e transportation proj ect in  Turk ey.  Rev enues fro m this agreement were $703,000 for  the 
three months ended June  30, 2002. 

 
Rev enue fro m th e agreement with Westv aco Brand Security w as $64 ,000 for th e three  months  ended  June  

30, 2002 .  The  agreement  expired on  December 31 , 2002 . 
 

Cost of Revenue.  Our  cost o f revenu e consists o f mat erials,  sub-cont ractors and  comp ensation costs.  We 
had no cost o f  revenue  in the  three months end ed Jun e 30 , 2003, co mp ared to $85,000 in  the three  months ended 
June  30, 2002.  Cost o f revenu e in the three  months  ended  June 30, 2002 was in  connection with our transportation 
project in Turkey .  
 

Research and D evelopment Expens es.  Res earch and d evelop ment expenses consist p ri marily o f 
co mp ensation costs  attributable  to employees engaged  in ongoing res earch and d evelop ment activities, 
develop ment-related  raw mat erials and sub -contractors, and  other  related  costs.  Res earch and d evelop ment 
exp enses  increased by $112,000, or  54 %, to $318 ,000 in  the three  months end ed June  30, 2003 fro m $206,000 in  the 
three months ended June  30, 2002. This increas e in research and d evelopment expens es is pri marily related  to 
increas ed p ay ments to sub contractors in connection with the  develop ment o f sev eral  new  produ cts and  new  
generations o f ou r existing products.   
 

Selling and Marketing Exp enses .  Selling and marketing expens es consist p ri marily o f costs relating to  
co mp ensation attributabl e to employees  engaged in  sales  and  mark eting activities, pro motion, advertising, trade 
shows and exhibitions, sales support,  trav el,  co mmissions and related  expenses .  Selling and marketing expens es 
decreased by $43 ,000, or  10%, to $375 ,000 in the three months end ed June  30, 2003 fro m $418 ,000 in  the three  
months end ed Jun e 30 , 2002.  This decrease in selling and marketing expenses  w as pri marily due to higher 
marketing exp enses  in 2002 relat ed to th e transportation proj ect in  Turk ey.  We believe  that th e signi ficant  
invest ment in  pre -sales  and mark eting activities will contribute to  our short-term and  long -term s ales l evels.   
 

General and  Administrative E xpenses .  G eneral and  ad ministrative  exp enses consist pri marily o f 
co mp ensation costs  for  ad ministration, finance and g eneral management personnel, insurance , leg al, accounting and  
ad ministrative  costs.  G eneral and ad ministrative expenses  increased  by $144 ,000, or  215%, to $211 ,000 in the three 
months end ed Jun e 30 , 2003 fro m  $67 ,000 in th e three months ended  June  30, 2002.  This increase was  pri marily  a 
result o f the merger and the higher insuran ce , leg al and  accounting costs related to our  being a public  co mpany . 
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Financial Incom e, Net.  Financial inco me, n et increas ed by $26,000, to  $15,000  in the three months ended 
June  30, 2003 fro m $ (11,000)  in the  three months ended  June  30, 2002.  This in crease  was  due  to the interest ea rned  
on our short-term d eposits.  
 

Net loss from  Continued Operations.  We had a  net loss  o f $889,000 in  the three  months end ed Jun e 30 , 
2003, co mp ared  with a n et inco me of $38,000 in the  three months end ed Jun e 30 , 2002 .  The increas e in n et loss in 
the three months ended  June 30 , 2003  in co mparison with the three  months end ed June  30, 2002 is  attributable  to the  
various influen ces described above , whi ch resulted in  us having no revenu e in  the three  months ended June  30, 
2003.   

 
Six Mo nths Ended J une 30, 2003  Co mpa red with Six Months  Ended June  30, 2002   
 

Revenu e.  Rev enue  consists of gross sales o f p roducts less  discounts and  costs associated  with technology 
trans fe r.  W e are currently con centrating on entering and implementing l arge -scal e p rojects.  These  potential 
contracts  are subject to a long  sales  cycl e and flu ctuated  ti met able for entering  and i mplementing such  projects.  
This a ffected  our  results for the si x months ended  June 30, 2003, where  we  had  no revenu e, co mpared  to $1,884 ,000 
in the si x months ended June 30 , 2002 .  Revenu e in  the si x months ended June  30, 2002 consisted pri marily  o f th e 
first  ship ments  and i mplementation of the t ransportation p roject in Turk ey. Revenu es fro m this agreement were 
$1,272,000  for  the si x months ended June  30, 2002. 

 
Rev enue fro m th e agreement with Westv aco Brand Security w as $446 ,000 for th e three  months  ended  June  

30, 2002 .  The  agreement  expired on December 31 , 2002 . 
 

Cost of Revenue.  Our  cost o f revenu e consists o f mat erials,  sub-cont ractors and  comp ensation costs.  We 
had no cost o f  revenue  in the  six months  ended June  30, 2003, co mpared to $271,000 in the si x months ended  Jun e 
30, 2002 .  Cost o f revenu e in  the si x months ended  June  30, 2002 w as in connection with our  transpo rtation proj ect 
in Tu rkey.  
 

Research and D evelopment Expens es.  Res earch and d evelop ment expenses consist p ri marily o f 
co mp ensation costs  attributable  to employees engaged in ongoing res earch and d evelop ment activities, 
develop ment-related  raw mat erials and sub -contractors, and  other  related  costs.  Res earch and d evelop ment 
exp enses  increased by $242,000, or  66 %, to $608 ,000 in  the si x months ended  June  30, 2003 fro m $366 ,000 in th e 
six months ended Jun e 30 , 2002 . This  increase  in research  and  dev elopment expenses  is pri marily relat ed to 
increas ed p ay ments to sub contractors in connection with the  develop ment o f sev eral  new  produ cts and  new  
generations o f ou r existing products.   
 

Selling and Marketing Exp enses .  Selling and marketing expens es consist pri marily o f costs relating to  
co mp ensation attributabl e to employees  engaged in  sales  and  mark eting activities, pro motion, advertising, trad e 
shows and exhibitions, sales support,  trav el,  co mmissions and related  expenses .  Selling and marketing expens es 
decreased  by $35 ,000, or  4 %, to $753,000 in  the si x months ended  June  30, 2003 fro m $788,000 in the si x months 
ended June 30 , 2002 .   This d ecrease in  selling and  mark eting exp enses was p ri marily du e to high er marketing 
exp enses  in 2002 relat ed to th e transportation proj ect in Turk ey .  We believ e th at the significant invest ment  in pre -
sales and  mark eting activities will contribute  to our  short-te rm and  long -term sales levels .   
 

General and  Administrative E xpenses .  G eneral and  ad ministrative  exp enses consist pri marily o f 
co mp ensation costs  for  ad ministration, finance and g eneral management personnel, insurance , leg al, accounting and  
ad ministrative  costs.  G eneral and administrative exp enses  increased  by $195 ,000, or  103 %, to $384,000 in  the si x 
months end ed Jun e 30 , 2003  from  $189 ,000 in th e si x months ended Jun e 30, 2002 .  This increase was pri marily a 
result o f the merger and the higher  insuran ce , leg al and accounting costs related  to our  being a public  co mpany . 
 

Financial Incom e, Net.  Financial inco me, net increas ed by  $49,000 , to $37,000 in the  six months end ed 
June  30, 2003 fro m $ (12,000)  in the  si x months end ed Jun e 30 , 2002 .  This increas e was due to  the inte rest earn ed 
on our short-term d eposits.  
 

Net loss from  Continued Operations.  We had a  net lo ss  o f $1 ,708,000  in the  si x months end ed June 30 , 
2003, co mp ared  with a n et inco me of $58,000 in the  six months end ed June  30, 2002.  The in crease in net  loss in the  
six months ended Jun e 30 , 2003  in co mp arison with  the si x months ended  June  30, 2002 is attributable to  the v arious 
influen ces described above , which resulted in us having  no revenu e in  the si x months  ended  June  30, 2003.   
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B. LIQUID ITY  AND CAPITAL RE SOU RCES 
 

We h ave  incur red  substantial losses since ou r inception in May  2000.  We had  an accu mulated  defi cit o f 
appro xi mately $6 ,456,000  at Jun e 30, 2003 , and h ad a wo rking capital (cur rent assets less  cur rent liabilities) o f 
appro xi mately $2 ,806,000  at Jun e 30, 2003 . 
 

Capital expenditures w ere  app ro xi mately $15,000 in the three  months  ended  June 30, 2003 and $5 ,000 in  
the three months ended  June 30 , 2002 .  Capital expenditures  were  app roxi mately $30 ,000 in th e si x months ended  
June  30, 2003 and $7 ,000 in the si x months ended  June 30, 2002.  We do not h ave any  materi al co mmit ments for  
capital expenditures  for the  year ending Decemb er 31, 2003. 
 

At Jun e 30 , 2003 , we h ad cash , cash equivalents  and sho rt-term deposits o f appro xi mat ely $3,001 ,000 
($58,000 in  June 2002 ); $0  short-term bank credit ($390 ,000 in  Jun e 2002 ) and a $0  in princip al and  interest 
outstanding under a long-term lo an fro m a  fo rmer  related p arty ($200,000  in June  2002) .  The  di fferen ces  fro m Jun e 
30, 2003  to June  30, 2002 are  due  to amounts raised  in the  Ink Sure  D elaware  o ffering, the  paying off o f all short-
term bank c redit following th e Ink Sure Delaware o ffe ring  and the  related  party’s cancellation o f the loan  following 
our pay ment  o f $200,000  to such  related p arty, respectively . 
 

We g enerated  neg ative cash flo w from op erating activities o f app ro xi mately $764,000 in the three  months  
ended June 30 , 2003  and  $1,285 ,000 in th e six months ended  June 30 , 2003  co mpared  to $167 ,000 in th e three  
months end ed Jun e 30 , 2002 and  $98,000  in the  six months ended June  30, 2002. 
 
C. RESE ARCH  AND DE VELOPME NT, PA TEN TS A ND L ICENSE S 
 

We b elieve  that our futu re success will dep end upon  our ability to enh ance ou r existing products and 
systems and introduce n ew  co mmercially viable  products and  systems  add ressing the  demands o f the  evolving 
markets for b rand  and  document p rotection.  As p art of the  product  dev elop ment pro cess, w e work closely with 
current and  potential custo mers, distribution chann els and  lead ers  in certain  industry seg ments  to identi fy  market  
needs and d efine  approp riate  product speci fications.  Ou r employees  also p articipate  in industry forums in  order to 
stay in formed  about th e lat est industry d evelop ments.  
 

Our research  and  dev elop ment exp enses  were appro xi mately  $318,000  in the  three months ended  Jun e 30 , 
2003 and $608 ,000 in  the six months ended  June  30, 2003, co mpared  to $ 206,000 in the  three months ended  June  
30, 2002  and $366,000 in  the si x months  ended  June  30, 2002.  To  dat e, all research  and  dev elop ment exp enses  have  
been charged  to operating expense  as incurred.   
 

 We cu rrently hold six pending  patents on  our technologies .  
 
D. CON TRACTUAL O BLIG ATIO NS AND  COMMITMEN TS 
 

Our cont ractu al obligations and  co mmit ments at  Jun e 30 , 2003  princip ally include obligations associat ed 
with our futu re-op erating leas e obligations.  Ou r total future  obligation is app roxi mately $254 ,000 until 2008 .  We 
exp ect  to finan ce  these  contractual  commit ments fro m cash on hand and cash  generated  from operations. 
 
Item 3.  Controls and Pro cedures 
 
 (a)   Ev aluation o f Disclosure Controls and  Procedures . Our p rincipal executive o fficer and p rincipal 
fin ancial officer , after  ev aluating the e ffectiveness  o f ou r disclosure controls and  pro cedures (as d efined  in Exchang e 
Act Rules 13 a-15(e)  and 15d-15(e))  as  o f th e end o f the  period  covered  by this Quarte rly Repo rt on Form 10 -Q, hav e 
concluded that,  based on su ch evaluation, our  disclosure controls and p rocedures  were  ad equate  and  effective to 
ensure  that mat erial in fo rmation relating to us, including  our consolidated subsidia ries, was made  known  to them by  
others within those entities, p articularly during the p eriod in  which  this Quarterly Report on Fo rm 10 -Q w as being  
prepared. 
  
 (b)  Ch anges  in Inte rnal Controls.  There w ere no  ch anges in  our inte rnal control ov er  financial reporting, 
identified in connection with the evalu ation of su ch inte rnal control that  occurred during  our  last fiscal qu arter , th at 
have mat erially a ffect ed, or are reason ably likely to  materially  affect, our intern al control over fin ancial  reporting. 
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PART II.  OTHER INFOR MATION 
 
Item 6.  Exhibits and Reports on  Form  8-K  
 
(a)  Exhibits 
 
Th e following exhibits are being filed  with this Repo rt:  
 
Exhibit 
Nu mber 

Description  

2.1  Agreement and  P lan o f Merger , d ated  July  5, 2002, among th e Co mpany, LILM Acquisition and 
InkSure Delaw are .  ( Incorporated  by re ference to th e Co mpany's In formati on Statement on 
Schedul e 14 C, filed  with the  Co mmission on O ctober  8, 2002.) 

2.2  Agreement and  P lan o f Merger , d ated  July  3, 2003 among  the  Co mp any and  Ink Sure 
Technologies (Delaware)  Inc.  ( Incorporat ed by  re ference to th e Co mpany's report  filed on Form 
8-K, filed with the Co mmission on  July 22 , 2003 .)  

3.1  Certi fi cate  o f Incorporation o f the  Comp any. ( Incorpo rated  by re ference  to the  Comp any's report 
filed  on Form 8 -K, filed  with the  Co mmission on July  22, 2003.) 

3.2  By -Laws o f the  Co mpany.  ( Inco rporat ed by  re ference to th e Co mpany's report  filed on  Form 8 -
K, fil ed with th e Co mmission on  July 22, 2003.)  

10.1  2002 E mploy ee , Director  and  Consultant  Stock  Option P lan.  (In corporated by  refe ren ce  to the  
Co mp any's Qu arterly Report  on Form 10 -QSB, filed  with the  Co mmission on November 14 , 
2002.)  

10.2  Employ ment Ag reement, dated  as  o f Feb ruary 6, 2002, by and between the  Co mpany and Elie  
Hous man.  (In corpo rated  by re ference  to the  Co mp any's Qu arterly Report  on Form 10 -QSB, filed  
with the Co mmission on  Novembe r 14 , 2002.) 

10.3  Exclusive Distribution Agreement  by and b etween  InkSure In c. and   
ISBAK  A.S. (Ist anbul Belediyel er Baki m Ulasi m San Vetic  A.S.) (Inco rporat ed by  re fe rence to  
the A mend ment  No. 1 to  the Registration St atement on Fo rm SB-2, filed with the Co mmission on  
June  26, 2003.)  

31.1*  Certi fi cation o f Principal Finan cial Officer  Pursuant to Section 302 o f the  Sarb anes -Oxley A ct o f 
2002, 18  U.S.C. Section 1350 . 

31.2*  Certi fi cation o f Principal Executive  Officer Pursu ant to Section 302 o f the  Sarbanes -Oxl ey A ct o f 
2002, 18  U.S.C. Section 1350 . 

32.1*  Certi fi cation o f Principal Executive  Officer and Principal Fin ancial  O ffi cer  Pursuant to  Section 
906 o f th e Sarb anes -Oxley Act o f 2002, 18  U.S.C. Section 1350. 

 
* Filed  herewith 
 
(b)  Reports  on Form 8-K  
 
During the  three months ended Jun e 30 , 2003, w e fil ed no  repo rts on Form 8-K. 
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SIGNATURES  
 
In accordance with the requirements o f the  E xch ange Act, the  registrant has  duly caused  this repo rt to b e signed  on 
its behal f by  the  undersign ed, thereunto duly authorized .  

 
InkSure  Technologies  Inc.  

 
Dated: As o f August 14, 2003                By:_____________________ 
       Eyal Bigon   
                                                      Chie f Finan cial O ffi cer , 

                                                   Secreta ry, and  Treasurer 
                                                      (Principal Fin ancial  and 

                                                    Accounting O fficer) 
 
 
 
Dated: As o f August 14, 2003                 By:_____________________ 
       Yaron Meerfeld   
                                                      Chie f E xecutive Officer 
                                                      (Principal E xecutive O ffi cer ) 
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Exhibit 31.1 

CERTIFICA TIO N 

 

I, Ey al Bigon, ce rti fy that: 

1.  I h ave  revi ewed  this quarterly report  o f InkSu re  Technologies In c.;  

2.  Based on  my knowl edge, this report do es not  contain any unt rue st atement o f a material fact or  omit to  
state a  material fact  necessary  to make th e statements made , in  light o f the ci rcu mstances und er which su ch 
statements were  made , not  misleading with respect to th e period covered by  this repo rt;  

3.  Based on  my knowl edge, the  finan cial statements, and oth er financi al in formation  included  in this 
report,  fairly present in  all mat erial resp ects the finan cial condition, results o f operations and cash flows  o f th e 
registrant as o f, and for , the periods pres ented in  this repo rt;  

4.  The  registrant’ s other certi fying officer(s ) and I  a re responsible  for  establishing and maintaining 
disclosure cont rols and  procedures (as d efined in E xchange  A ct Rules 13 a-15(e)  and 15d -15(e))  for the  registrant 
and hav e: 

a)  designed  such  disclosure controls and p rocedures , or caused such  disclosure  controls and p rocedu res  to 
be designed  under ou r supervision, to ensure that  materi al in formation  rel ating to the  registrant, in cluding its 
consolidated subsidiaries , is made  known to  us by oth ers within those entities, particularly during the  period in 
which this report is b eing prepared; 

b) ev aluated  the e ffectiven ess o f the  registrant’ s disclosure controls and  pro cedures and presented  in this 
report ou r conclusions about  the e ffectiven ess o f the  disclosure  controls and p rocedures , as o f the  end o f th e period 
covered by  this repo rt bas ed on  such evalu ation; and  

c) disclosed  in this report  any  chang e in the registrant's inte rnal control ov er financi al reporting that  
occur red du ring the  registrant's most recent  fiscal quarter  (the  registrant's fourth  fiscal  quart er  in the cas e o f an  
annual report)  that h as mat erially a ffected , or is reasonably likely  to materially affect,  the registrant's inte rnal control 
over fin ancial  reporting; and  

5.  The  registrant’ s other certi fying officer(s ) and I  have disclosed, based on ou r most recent ev aluation o f 
internal cont rol over fin ancial  reporting, to  the registrant’ s auditors and th e audit co mmittee o f the registrant’ s board 
of directors (or p ersons  per forming the  equival ent fun ctions): 

a)  all signi ficant deficien cies and mat erial weaknesses in the  design o r operation o f intern al control over 
fin ancial repo rting which  are reason ably likely to  adv ersely a ffect  the registrant’ s ability to reco rd, pro cess, 
su mmarize and report  financial in fo rmation; and 

b)  any fraud , whether or  not mat erial,  that involves  manag ement o r other employees  who h ave a  significant 
role in th e registrant’ s internal  control ov er  finan cial reporting. 

Date: August  14, 2003 

 
_______________________ 
Eyal Bigon 
Chief Finan cial O ffi cer , Secretary  and Treasurer 
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Exhibit 31.2 

CERTIFICA TIO N 

I, Yaron  Meerfeld, ce rti fy that:  

1.  I h ave revi ewed this quarterly report  o f InkSu re  Technologies In c.; 

2.  Based on  my knowl edge, this report do es not  contain any unt rue st atement o f a material fact or  omit to  
state a  material fact  necessary  to make th e statements made , in  light o f th e ci rcu mstances und er which su ch 
statements were  made , not  misleading with respect to th e period covered by  this repo rt;  

3.  Based on  my knowl edge, the  finan cial statements, and oth er financi al in formation  included  in this 
report,  fairly present in  all mat erial resp ects the  finan cial condition, results o f operations and  cash flows  o f the 
registrant as o f, and for , the periods pres ented in  this repo rt;  

4.  The  registrant’ s other certi fying officer(s ) and I  a re responsible  for  establishing and maintaining 
disclosure cont rols and  procedures (as d efined in E xchange  A ct Rules 13a-15(e)  and 15d -15(e))  for the  registrant 
and hav e: 

a)  designed  such  disclosure controls and p rocedures , or caused such  disclosure  controls and p rocedu res  to 
be designed  under ou r supervision, to ensure that  materi al in formation  rel ating to the  registrant, in cluding its 
consolidated subsidiaries , is made  known to  us by oth ers within those entities, particularly during the  period in 
which this report is b eing prepared; 

b) ev aluated  the effectiveness o f the  registrant’ s disclosure controls and pro cedures and presented  in this 
report ou r conclusions about  the e ffectiven ess o f the  disclosure  controls and p rocedures , as o f the  end o f th e period 
covered by  this repo rt bas ed on  such evalu ation; and  

c) disclosed  in this report  any  chang e in  the registrant's inte rnal control ov er financi al reporting that 
occur red du ring the  registrant's most recent  fiscal quarter  (the  registrant's fourth  fiscal  quart er  in the cas e o f an  
annual report)  that h as mat erially affected , or is reasonably likely  to materially a ffect,  the registrant's inte rnal control 
over fin ancial  reporting; and  

5.  The  registrant’ s other certi fying officer(s ) and I  have disclosed, based on ou r most recent ev aluation o f 
internal cont rol over financial  repo rting, to the registrant’ s auditors and th e audit co mmittee o f the  registrant’ s board  
of directors (or p ersons  per forming the  equival ent fun ctions): 

a)  all signi ficant deficien cies and mat erial weaknesses in the  design o r operation o f intern al control over 
fin ancial repo rting which  are reason ably likely to  adv ersely a ffect  the registrant’ s ability to reco rd, pro cess, 
su mmarize and report  financial in fo rmation; and 

b)  any fraud , whether or  not mat erial,  that involves  manag ement o r other employees  who have  a  signifi cant 
role in th e registrant’ s internal  control ov er  finan cial reporting. 

Date: August  14, 2003 

 
_______________________ 
Yaron Meerfeld 
Chief E xecutive Officer 
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Exhibit 32.1 

CERTIFICA TIO N 

PURSUAN T TO SECTION 906 OF THE  SARBANE S-OXLEY  ACT O F 2002 

(SU BSE CTION S (A) AND (B) OF SE CTION 1350 , CH APTER 63 O F  

TITLE 18, U NITED  STA TE S CODE) 

 

Pursuant to section 906 o f the  Sarbanes-Oxl ey A ct o f 2002 (subsections (a)  and  (b)  o f section 1350, chapt er  
63 o f title 18 , United States Cod e), each o f the und ersigned  o ffi cers  o f InkSu re  Technologies In c., a Delaw are 
corporation (the  “ Co mpany”), does  hereby certi fy , to  such o fficer’ s knowledg e, that: 

Th e Form 10 -QSB for  the qu arter  ended  June 30 , 2003  (the  “ Form 10-QSB”)  o f th e Co mpany  fully 
co mplies with the requirements o f Section 13(a) o r 15(d ) o f the  Secu rities E xch ange  Act  o f 1934 , and th e 
information  contain ed in the Form 10-QSB fairly  pres ents, in  all mat erial resp ects, the financi al condition and 
results o f op erations o f th e Co mpany. 

 

Dated: August  14, 2003   ___________________________________________ 

Yaron Meerfeld , Chief E xecutive O fficer 

 

 

Dated: August  14, 2003   ___________________________________________ 

     Eyal Bigon , Chief Financial O ffi cer 

 

 

A signed o riginal of this written  statement required by  Section 906  has b een  provided  to the  Comp any and will b e 
retained  by the  Comp any and furnished  to the Securities and E xchang e Co mmission o r its sta ff upon request. 


