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Large accelerated filer o Accelerated filer o
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

MOBICLEAR INC.
(a Development Stage Enterprise)

Consolidated Balance Sheet
September 30, 2008
(unaudited)

Assets

Current assets:
Cash $ 38,373 
Other receivable 340 
Prepaid expenses and deposits 12,268 
Total current assets 50,981 

Software products 625,000 

Property and equipment, net 10,735 

Total assets $ 686,716 

Liabilities and Stockholders' Deficiency

Current liabilities:
Accounts payable $ 681,028 
Accrued expenses 23,570 
Accrued compensation 146,473 
Convertible notes payable 301,502 
Equity lines of credit, net of debt discount 354,470 
Total current liabilities 1,507,043 

Total liabilities 1,507,043 

Stockholders' Deficiency
Common stock:

$0.0001 par value, authorized
250,000,000,000 shares
issued and outstanding 18,997,730 shares 1,900 

Additional paid in capital 10,227,301 
Deficit accumulated during the development stage (11,057,836)
Accumulated other comprehensive loss 8,308 

Total stockholders' deficiency (820,327)

Edgar Filing: MOBICLEAR INC. - Form 10-Q

4



Total liabilities and stockholders' deficiency $ 686,716 

See accompanying notes to consolidated financial statements.
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MOBICLEAR INC.

(a Development Stage Enterprise)

Consolidated Statements of Operations

For the three and nine months ended September 30, 2008 and 2007

and the cumulative period from inception on December 2, 2005 to September 30, 2008

(unaudited)

Three months
ended
September 30,
2008

Three months
ended
September 30,
2007

Nine months
ended
September 30,
2008

Nine months
ended
September 30,
2007

Cumulative
from inception
on December 2,
2005 to
September 30,
2008

Revenue $ - $ 1,250 $ 2,500 $ 3,750 $ 7,500 

Expenses:

General and administrative 600,117 836,333 1,354,046 3,020,901 9,232,721 

Research and development (recovery) (46,598) 103,587 86,821 277,546 1,078,511 

553,519 939,920 1,440,867 3,298,447 10,311,232 

Other income and expense:

Interest expense - - - - (76,235)

Interest expense - related parties (575) - (575) - (575)

Financing costs - related parties (28,770) - (28,770) - (28,770)

Discounts on common stock (27,048) - (162,684) - (640,658)

Other income - - - - 4,676 

Interest income 10 162 168 1,042 2,123 

(56,383) 162 (191,861) 1,042 (739,439)

Loss from operations (609,902) (938,508) (1,630,228) (3,293,655) (11,043,171)

Equity loss of affiliate (47) - (13,775) - (14,665)

Loss for the period $ (609,949) $ (938,508) $ (1,644,003) $ (3,293,655) $ (11,057,836)

Loss per share - basic and diluted $ (0.05) $ (0.60) $ (0.24) $ (2.22)

Weighted average number of shares outstanding 12,830,500 1,559,553 6,754,815 1,481,036 

See accompanying notes to consolidated financial statements.
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MOBICLEAR INC.

(a development stage enterprise)

Consolidated Statement of Stockholders' Deficiency and Comprehensive Loss

For the nine months ended September 30, 2008

(unaudited)

Common
Stock Number
of Shares Amount

Additional
Paid-In
Capital

Deficit
Accumulated
During the
Development
Stage

Accumulated
Other
Comprehensive
Loss

Total
Stockholders'
Deficiency

Balance December 31, 2007 553,728,141 $ 55,373 $ 7,408,705 $ (9,413,833) $ (47,784) $ (1,997,539)

Adjust outstanding shares to reflect share consolidation (551,513,229) (55,151) 55,151 - - 374,534 

Net loss - - - (1,644,003) - (1,644,003)

Foreign currency translations - - - - 56,092 56,092 

Comprehensive loss (1,587,911)

Common stock issued for cash received in 2007

- during the three months ended March 31, 2008 464,980 46 374,488 - - 374,534 

- during the three months ended June 30, 2008 608,319 61 130,740 - - 130,801 

Common stock advanced against equity line 2,500,000 250 (250) - - - 

Common stock issued for cash received

- during the three months ended March 31, 2008 100,000 10 45,273 - - 45,283 

- during the three months ended June 30, 2008 1,203,125 120 180,456 - - 180,576 

- during the three months ended September 30, 2008 3,229,464 323 128,966 - - 129,289 

Discount on common stock issued for cash

- during the three months ended March 31, 2008 - - 86,370 - - 86,370 

- during the three months ended June 30, 2008 - - 70,769 - - 70,769 

- during the three months ended September 30, 2008 - - 28,811 - - 28,811 

Common stock issued for settlement of debt

- during the three months ended March 31, 2008 109,899 11 151,150 - - 151,161 

- during the three months ended June 30, 2008 1,160,324 116 506,181 - - 506,297 

Common stock issued for services

- during the three months ended March 31, 2008 31,227 3 58,214 - - 58,217 

- during the three months ended June 30, 2008 40,800 4 12,156 - - 12,160 

- during the three months ended September 30, 2008 156,244 16 4,046 - - 4,062 

Common stock issued to related parties for services 104,219 10 5,409 - - 5,419 

Common stock issued to related parties

for settlement of debt

- during the three months ended March 31, 2008 48,522 5 55,310 - - 55,315 

- during the three months ended June 30, 2008 757,613 76 189,327 - - 189,403 
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Common stock issued to related party

for settlement of accrued compensation 18,082 2 63,285 - - 63,287 

Common stock issued to related party

for acquisition of software products 5,000,000 500 624,500 - - 625,000 

Common stock issued to related party

for shares of subsidiary 1,250,000 125 37,375 - - 37,500 

Options issued to related party for services

- during the three months ended June 30, 2008 - - 33,047 - - 33,047 

- during the three months ended September 30, 2008 - - 16,052 - - 16,052 

Warrants issued to related parties for change of

debt to convertible notes - - 28,770 - - 28,770 

Commissions - - (67,000) - - (67,000)

Balance September 30, 2008 8,997,730 $ 1,900 $ 10,227,301 $ (11,057,836) $ 8,308 $ (820,327)

See accompanying notes to consolidated financial statements.
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MOBICLEAR INC.

(a Development Stage Enterprise)

Consolidated Statements of Cash Flows

For the three and nine months ended September 30, 2008 and 2007

and the cumulative period from inception on December 2, 2005 to September 30, 2008

(unaudited)

Three months
ended
September 30,
2008

Three months
ended
September 30,
2007

Nine months
ended
September 30,
2008

Nine months
ended
September 30,
2007

Cumulative
from inception
on December 2,
2005 to
September 30,
2008

Cash provided by (used in):

Operations:

Loss for the period $ (609,949) $ (938,508) $ (1,644,003) $ (3,293,655) $ (11,057,836)

Adjustment to reconcile loss for the period to

net cash used in operating activities:

Depreciation of property and equipment 1,373 - 3,072 - 4,775 

Amortization of debt discount - - - - 17,000 

Amortization of stock discount 27,048 - 162,684 - 640,658 

Loss on acquisition of affiliate 28,657 - 28,657 - 28,657 

Equity loss of affiliate 47 - 13,775 - 14,665 

Common Stock issued for services 4,062 - 62,439 - 287,439 

Common Stock issued to related parties for services 5,419 - 5,419 - 55,051 

Options issued to related parties for services 16,052 - 49,099 - 1,014,029 

Warrants issued to related parties for change of debt

to convertible loans 28,770 - 28,770 - 28,770 

Changes in assets and liabilities

Other receivable 39,599 - 35,744 (5,000) (340)

Prepaid expenses and deposits (5,747) (3,992) (6,922) (39,046) (12,268)

Accounts payable 141,570 349,274 282,818 11,774 2,655,995 

Accrued expenses (28,930) 57,687 11,301 65,390 51,612 

Accrued compensation 64,124 - 149,249 - 209,760 

Net cash used in operating activities (287,905) (535,539) (817,898) (3,260,537) (6,062,033)

Investments:

Purchase of property and equipment - - - - (10,217)

Investment in affiliate - - - - (18,350)

Cash component upon merger - - - - 10,971 

Net cash used in investing activities - - - - (17,596)

Financing:

Issuance of common stock, net of commissions - 550,000 300,148 3,271,117 4,822,718 

Advance payment on stock purchases, net of commissions 200,000 - 344,852 - 354,470 

Proceeds of loans 50,000 - 129,076 - 129,076 

Proceeds of short term notes - - - - 400,000 

Repayment of short term notes - - - (299,667) (400,000)

Receipt of stock subscriptions, net of commissions - - - - 803,430 

Net cash provided by financing activities 250,000 550,000 774,076 2,971,450 6,109,694 
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Increase (decrease) in cash during the period (37,905) 14,461 (43,822) (289,087) 30,065 

Foreign exchange effect on cash 66,308 (3,127) 56,092 (97) 8,308 

Cash at beginning of the period 9,970 2,486 26,103 303,004 - 

Cash at end of the period $ 38,373 $ 13,820 $ 38,373 $ 13,820 $ 38,373 

See accompanying notes to consolidated financial statements.
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MOBICLEAR INC.

(a development stage enterprise)

Consolidated Statements of Cash Flows (continued)

For the three and nine months ended September 30, 2008 and 2007

and the cumulative period from inception on December 2, 2005 to September 30, 2008

(unaudited)

Supplementary Information:

Three months
ended
September 30,
2008

Three months
ended
September 30,
2007

Nine months
ended
September 30,
2008

Nine months
ended
September 30,
2007

Cumulative
from inception
on December
2, 2005 to
September 30,
2008

Interest paid $ - $ - $ - $ 70,083 $ 88,152 

Non-cash transactions:

Warrants issued in connection with stock sales - 108,000 - 1,028,000 1,083,700 

Warrants issued with short term notes - - - - 17,000 

Warrants issued with convertible notes 28,770 - 28,770 - 28,770 

Common stock issued for settlement of debts - - 657,458 - 1,634,930 

Common stock issued to related parties for

settlement of debt - - 244,718 - 244,718 

Options issued to related parties for services 16,052 - 49,099 - 1,014,029 

Common stock issued for services 4,062 - 74,439 - 299,439 

Common stock issued to related parties for services 5,419 - 5,419 - 55,051 

Common stock issued to related party

for settlement of accrued compensation - - 63,287 - 63,287 

Stock issued to satisfy advance - 638,321 - 300,000 300,000 

Discounts on common stock - - - - 445,090 

Common stock issued for acquisition of software products 625,000 - 625,000 - 625,000 

Common stock issued for acquisition of subsidiary 37,500 - 37,500 - 37,500 

Commissions payable and reduction of

additional paid in capital - - - - 89,270 

Stock issued and receivable due - - - - 892,700 

Net assets acquired as part of merger

- cash - - - - 10,971 

- accounts payable - - - - (56,300)

- net to additional paid in capital - - - - 45,329 

See accompanying notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Description of Business and Summary of Significant Accounting Policies

Organization

MobiClear, Ltd. was founded in the United Kingdom on December 2, 2005. On August 14, 2006, all of the stock of MobiClear, Ltd. was
acquired by Mobiclear Inc. (formerly known as BICO, Inc.) in a transaction which is accounted for as a reverse acquisition with MobiClear, Ltd.
being treated as the acquiring company for accounting purposes and the transaction being treated as a recapitalization.

Mobiclear specializes in electronic Personal Identification Verification (PIV) solutions in connection with credit/debit card transactions and
security products for computer networks. Mobiclear’s multi-gateway PIV solution (U.S. patent pending) offers proactive security in all forms of
electronic business environments including Internet shopping, business-to-business procurement transactions, and retail shopping with
credit/debit cards. Mobiclear’s products are secure and user-friendly identity solutions that work across the globe. In addition, Mobiclear’s
identification service ensures safe and secure trade over the Internet, which in turn promotes both e-trade and invoice payments online.
Mobiclear’s network security products, inclusive of firewall, anti-DDOS (distributed denial of service attacks) and dynamic DNS (domain name
system), offer protection of computer networks while also making digital data more accessible to users.

Going Concern

The Company’s consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the United
States applicable to a going concern that contemplates the realization of assets and liquidation of liabilities in the normal course of business.
Since its inception on December 2, 2005, the Company has not yet generated any significant revenues and has incurred operating losses totaling
$11,057,836. It is the Company’s intention to raise additional equity to finance the further development of a market for its products until positive
cash flows can be generated from its operations. However, there can be no assurance that such additional funds will be available to the Company
when required or on terms acceptable to the Company. Such limitations could have a material adverse effect on the Company’s business,
financial condition, or operations, and these consolidated financial statements do not include any adjustment that could result. Failure to obtain
sufficient additional funding would necessitate the Company to reduce or limit its operating activities or even discontinue operations.

Basis of Preparation

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with generally accepted accounting
principles for interim financial information and with Securities and Exchange Commission’s instructions. Accordingly, they do not include all the
information and footnotes required by generally accepted accounting principles for complete financial statements. The results of operations
reflect interim adjustments, all of which are of a normal recurring nature and that, in the opinion of management, are necessary for a fair
presentation of the results for such interim period. The results reported in these interim consolidated financial statements should not be regarded
as necessarily indicative of results that may be expected for the entire year. Certain information and note disclosure normally included in
financial statements prepared in accordance with generally accepted accounting principles have been condensed or omitted pursuant to the
Securities and Exchange Commission’s rules and regulations. These unaudited interim consolidated financial statements should be read in
conjunction with the audited consolidated financial statements included in the Company’s Annual Report on Form 10-KSB for the year ended
December 31, 2007.
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These consolidated financial statements include the accounts of Mobiclear Inc. (formerly known as BICO, Inc.) and its wholly owned
subsidiaries, Mobiclear Ltd., Mobiclear Inc. (Philippines) and Mobiclear Inc. (British Virgin Islands). All significant inter-company balances
and transactions have been eliminated.

8
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Development Stage Enterprise

The Company has been in the development stage since its formation on December 2, 2005. Accordingly, the Company’s financial statements are
presented as a development-stage enterprise, as prescribed by Statement of Financial Accounting Standards (“SFAS”) No. 7, “Accounting and
Reporting by Development Stage Enterprises.”

Cash

Cash consists of checking accounts held at financial institutions in the Philippines and the United Kingdom. At times cash balances may exceed
insured limits.

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation, unless the estimated future undiscounted cash flows expected to result
from either the use of an asset or its eventual disposition is less than its carrying amount, in which case an impairment loss is recognized based
on the fair value of the asset.

Depreciation of property and equipment is based on the estimated useful lives of the assets and is computed using the straight-line method over
three years. Repairs and maintenance are charged to expense as incurred. Expenditures that substantially increase the useful lives of existing
assets are capitalized.

Revenue Recognition

Revenue represents fees earned from granting licenses to a customer to use the Mobiclear solution. Revenue is recognized ratably over the
period of the license arrangement.

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective
tax bases and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax
assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. To the extent that it is not
considered to be more likely than not that a deferred tax asset will be realized, a valuation allowance is provided.
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Net Loss per Share

Basic net loss per share is calculated by dividing the net loss attributable to common shareholders by the weighted average number of common
shares outstanding in the period. Diluted loss per share takes into consideration common shares outstanding (computed under basic loss per
share) and potentially dilutive securities. For the three- and nine-month periods ended September 30, 2008 and 2007, outstanding stock options
and warrants are antidilutive because of net losses, and as such, their effect has not been included in the calculation of diluted net loss per share.
Common shares issuable are considered outstanding as of the original approval date for purposes of net loss per share computations.

9

Edgar Filing: MOBICLEAR INC. - Form 10-Q

16



Comprehensive Income (Loss)

SFAS No. 130, “Reporting Comprehensive Income,” establishes standards for reporting comprehensive income (loss) and its components in
financial statements. Other comprehensive income (loss), as defined, includes all changes in equity (net assets) during a period from non-owner
sources. To date, the Company has not had any significant transactions that are required to be reported in other comprehensive income (loss),
except for foreign currency translation adjustments.

Foreign Operations and Currency Translation

The Company translates foreign assets and liabilities of its subsidiaries, other than those denominated in U.S. dollars, at the rate of exchange at
the balance sheet date. Revenues and expenses are translated at the average rate of exchange throughout the year. Gains or losses from these
translations are reported as a separate component of other comprehensive income (loss).

Transaction gains and losses that arise from exchange rate fluctuations on transactions denominated in a currency other than the local functional
currency are included in general and administrative expenses.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the fiscal year. The
Company makes estimates for, among other items, useful lives for depreciation and amortization, determination of future cash flows associated
with impairment testing for long-lived assets, determination of the fair value of stock discounts, options and warrants, and allowances for
doubtful accounts. The Company bases its estimates on historical experience, current conditions, and on other assumptions that it believes to be
reasonable under the circumstances. Actual results could differ from those estimates and assumptions.

Financial Instruments

The Company has the following financial instruments: cash, accounts receivable, accounts payable, accrued expenses and compensation, and
stock subscriptions received. The carrying value of these financial instruments approximates their fair value due to their liquidity or their
short-term nature.

Share-Based Compensation

The Company accounts for its share-based compensation under the provisions of SFAS No. 123(R), “Share-Based Payment.”
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Note 2. Acquisition of Subsidiary

On September 18, 2008, the Company acquired 167,500 shares of common stock of Mobiclear Inc. (Philippines) from a company of which a
director and officer of the Company have a beneficial interest as well as being directors and officers. These 167,500 shares represented the 67%
of Mobiclear Inc. (Philippines) which the Company did not previously own. The Company issued 1,250,000 shares of common stock, with a fair
value of $37,500, for the shares of Mobiclear Inc. (Philippines).

The acquisition has been accounted for by the purchase method of accounting, and operations of Mobiclear Inc. (Philippines) have been
consolidated from the date of acquisition of control. Previous to the Company having control, the results of Mobiclear Inc. (Philippines) were
accounted for using the equity method of accounting.

The acquisition of all of the outstanding shares of Mobiclear Inc. (Philippines) has resulted in an accounting loss of $28,657 being recorded in
these consolidated financial statements.

10

Edgar Filing: MOBICLEAR INC. - Form 10-Q

18



Note 3. Property and Equipment, net

Property and equipment consist of the following:

Computer equipment $ 15,156 

Less accumulated depreciation (4,421)
$ 10,735 

Note 4. Equity Lines of Credit

The Company entered into a private placement equity line agreement (Equity Line) with a select group of institutional and accredited investors.
Under the terms of the Equity Line, the investors agreed to invest up to $5,000,000 in the Company. The Equity Line investment was converted
to unrestricted common stock in the Company with the timing at the discretion of the investors. When converted, the stock price was based on
the average of the lowest three closing prices for the prior 10 trading days, less a discount of 12% to 16% until the entire amount of the
investment was converted. The shares were issued immediately upon conversion and in order to facilitate the immediate issuance of stock, the
Company issued shares in advance whereby with each conversion transaction, the balance was reduced by the amount tendered and the shares
were allocated based on the above formula. The discounts on the conversions totaled nil and $63,306 for the three and nine months ended
September 30, 2008, respectively, and have been charged to operations.

In February 2008, the Company entered into a second private placement equity line for $300,000. This equity line is to be converted to
unrestricted common stock of the Company with the timing at the discretion of the investor. When converted, the stock price is based on the
average of the closing prices for the prior three trading days, less a discount of 25% until the entire amount of the investment is converted. The
shares are to be issued immediately upon conversion and in order to facilitate the immediate issuance of stock, the Company has issued shares in
advance whereby with each conversion transaction, the balance is reduced by the amount tendered and the shares are allocated based on the
above formula. The discounts on the conversions totaled $8,000 and $61,333 for the three and nine months ended September 30, 2008,
respectively, and have been charged to operations. The Company is also obligated to issue warrants exercisable for five years from the date of
issue for a number of shares of common stock equal to 10% of the number of shares of common stock issued pursuant to this investment. As at
September 30, 2008, the Company is obligated to issue warrants to purchase 128,000 shares of common stock. As of September 30, 2008,
$155,148 has been converted into 1,280,000 shares of common stock. As of September 30, 2008, there is an outstanding balance of $154,469,
including net unamortized debt discount of $38,667, available for conversion. As at September 30, 2008, 500,000 shares of common stock of the
Company have been issued as an advance against future redemption. These shares were converted subsequent to September 30, 2008, for the net
amount of $8,117.

In April 2008, the Company entered into a third private placement equity line for $200,000. This equity line was converted to unrestricted
common stock of the Company with the timing at the discretion of the investor. When converted, the stock price was based on the average of the
lowest three closing prices for the prior 10 trading days, less a discount of 14% to 16% until the entire amount of the investment was converted.
The shares were issued immediately upon conversion and in order to facilitate the immediate issuance of stock, the Company issued shares in
advance whereby with each conversion transaction, the balance was reduced by the amount tendered and the shares were allocated based on the
above formula. The discounts on the conversions totaled $19,048 and $38,096 for the three and nine months ended September 30, 2008,
respectively, and have been charged to operations.

The full equity line of $200,000 has been converted into 2,596,993 shares of common stock.
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In September 2008, the Company entered into a fourth private placement equity line for $200,000. This equity line is to be converted to
unrestricted common stock of the Company with the timing at the discretion of the investor. When converted, the stock price is based on the
average of the lowest three closing prices for the prior 10 trading days, less a discount of 15% until the entire amount of the investment is
converted. The shares are to be issued immediately upon conversion and in order to facilitate the immediate issuance of stock, the Company has
issued shares in advance whereby with each conversion transaction, the balance is reduced by the amount tendered and the shares are allocated
based on the above formula. There were no discounts on the conversions for the three and nine months ended September 30, 2008. As of
September 30, 2008, there is an outstanding balance of $200,000, including net unamortized debt discount of $35,294, available for conversion.
As at September 30, 2008, 2,000,000 shares of common stock of the Company have been issued as an advance against future redemption. These
shares were converted subsequent to September 30, 2008, for the net amount of $35,200.

Note 5. Related-Party Transactions

During the three and nine months ended September 30, 2008, the Company incurred consulting fees and expenses to a company controlled by a
sister of a former officer and director of the Company in the amount of nil and $93,406, respectively. During the three months ended March 31,
2008, $55,315 was converted into 48,522 (12,130,482 pre-consolidation) shares of common stock of the Company. The balance outstanding as
at September 30, 2008, is $24,298 and is recorded in accounts payable.

During the nine months ended September 30, 2008, a company controlled by an officer and director of the Company amended its consulting
agreement with the Company, effective as of January 1, 2008, and converted $189,403 of the amounts owing to it into 757,613 fully paid and
non-assessable shares of common stock of the Company. Expenses incurred during the nine months ended September 30, 2008, were $14,617.
During the three months ended September 30, 2008, the balance of $173,800 was converted to a convertible loan.

During the three and nine months ended September 30, 2008, the Company incurred consulting fees and related expenses to a company
controlled by a director of the Company in the amount of $27,280 and $77,680, respectively. The balance outstanding as at September 30, 2008,
is $61,094 and is recorded in accounts payable.

During the three months ended September 30, 2008, the Company acquired services from a company controlled by an officer of the Company in
the amount of $3,225.

On June 26, 2008, the Company acquired software products from a company in which a director of the Company is an officer, director, and
shareholder. The agreed fair price for the products was 5,000,000 post-consolidation shares of the Company, to be issued once the share
consolidation becomes effective, and had a total value of $625,000. The Company issued 5,000,000 common shares in full satisfaction of this
amount. The parties determined the purchase price in response to their assessment of the potential market for the products and the importance of
the products to the Company’s plans going forward and in order to implement the business term of the transaction that Bastion hold an
approximately one-third interest in the Company following the transaction.

On September 18, 2008, the Company acquired 167,500 shares of Mobiclear Inc. (Philippines) from the company in which a director and officer
of the Company are officers, directors, and shareholders. This transaction gave the Company 100% ownership of Mobiclear Inc. (Philippines).
The agreed fair price of $37,500 was paid in full by the issuance of 1,250,000 common shares.
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Note 6. Convertible Notes Payable

During the three months ended September 30, 2008, the Company has entered into agreements and issued three convertible notes payable, all
with the following attributes:

• Term of 12 months from date of issue;

• Interest of 10% per annum payable quarterly in arrears;

• Convertible to common shares of the Company:

o at 80% of the average market closing price for the Company’s stock for the 10 days prior to conversion if the
conversion is initiated by the holder of the note; and

o at 75% of the average market closing price for the Company’s stock for the 10 days prior to conversion if the
conversion is initiated by the Company; and

• Warrants to purchase 500,000 shares of common stock of the Company, exercisable for a period of five years after issuance at
the lesser of the average market closing price for the 10 days prior to issuance of the warrant and the holder-initiated conversion
rate or Company-initiated conversion rate as defined in the convertible note at which shares of the Company’s common stock
were most recently issued.

(a)        Convertible note payable in the amount of $50,000 to a company controlled by a director of the Company. The note is due August 31,
2009.

(b)        Convertible note payable in the amount of $173,800 to a company controlled by a director of the Company. The note is due September
30, 2009.

(c)        Convertible note payable in the amount of $77,702 to a company controlled by a director and officer of the Company. The note is due
September 30, 2009.

Note 7. Share Capital

Preferred Stock

The Company’s authorized capital includes 150,000,000 shares of preferred stock of $0.0001 par value. The designation of rights including
voting powers, preferences, and restrictions shall be determined by the Board of Directors before the issuance of any shares.

No shares of preferred stock were issued and outstanding as of September 30, 2008.

Common Stock
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The Company is authorized to issue 250,000,000,000 shares of common stock with a par value of $0.0001.

On June 19, 2008, the Board of Directors approved the consolidation of the issued and outstanding common stock on the basis of one new share
for each 250 shares, effective upon approval of the regulatory authorities. The Company’s common stock was consolidated effective July 21,
2008. The application of this stock consolidation has been shown retroactively in these financial statements.

During the nine months ended September 30, 2008, the Company:

• Issued 1,073,299 shares of common stock for conversion of $505,335 received during 2007.

• Advanced 2,500,000 shares of common stock against conversion of the unconverted balance of the equity lines of credit. Subsequent
to September 30, 2008, 2,000,000 of these shares were converted for $43,317 of the equity lines.

• Issued 4,532,589 shares of common stock for conversion of $355,148 of the equity lines of credit received in 2008.

13

Edgar Filing: MOBICLEAR INC. - Form 10-Q

24



• Issued 1,270,223 shares of common stock for settlement of debt with a total fair value of $657,458.

• Issued 806,135 shares of common stock for conversion of $244,718 of debt with related parties with a total fair value of $244,718.

• Issued 18,082 shares of common stock in settlement of accrued compensation of a director with a fair value of $63,287.

• Issued 228,271 shares of common stock in payment for services with a total fair value of $74,439.

• Issued 104,219 shares of common stock to certain management for services with a total fair value of $5,419.

• Issued 5,000,000 shares of common stock for the purchase of certain software products with a total fair value of $625,000.

• Issued 1,250,000 shares of common stock for the acquisition of shares of a subsidiary company with a total fair value of $37,500.

Stock Purchase Warrants

At September 30, 2008, the Company had reserved 1,556,800 shares of the Company’s common stock for the following outstanding warrants:

Number of Warrants Exercise Price Expiry

8,000 $0.00040 2011
8,800 0.00046 2011
40,000 0.00032 2012
500,000 0.04750 2013
500,000 0.03830 2013
500,000 0.02630 2013

Pursuant to the second equity line of credit, the Company is obligated to issue warrants entitling the holder to purchase 128,000 shares of
common stock.

Note 8. Stock-Based Compensation
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Although the Company does not have a formal stock option plan, it issues stock options to directors, employees, advisors, and consultants. Stock
options generally have a three- to five-year contractual term, vest immediately, and have no forfeiture provisions.

A summary of the Company’s stock options as of September 30, 2008, is as follows:

Number of
Options

Weighted Average Exercise
Price

Outstanding at December 31, 2006 -- $0.000
Options issued:
to a director on August 1, 2007 62,529 0.000280
to a director on December 1, 2007 72,328 0.000056
Outstanding at December 31, 2007 134,857 0.000160
Options issued:
to a director on May 3, 2008 160,580 0.0000040
to an employee on August 15, 2008 272,876 0.0001000
to employees on August 15, 2008 36,000 0.0000036

604,313 $0.000008
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The following table summarizes stock options outstanding at September 30, 2008:

Exercise Price

Number Outstanding

at September 30, 2008

Average Remaining

Contractual Life

(Years)

Number

Exercisable at

September 30, 2008
  $ 0.000280 62,529 3.83 62,529
0.000056 72,328 2.17 72,328
0.000004 160,580 4.58 160,580
0.000010 272,876 4.87 272,876
0.000001 36,000 4.87 36,000

604,313 604,313

At September 30, 2008, 604,313 shares of common stock were reserved.

The fair value of each option granted is estimated at the date of grant using the Black-Scholes option-pricing model. The assumptions used in
calculating the fair value of the options granted in 2008 were: risk-free interest rate of 5.0%, a 3- to 5-year expected life, a dividend yield of
0.0%, and a stock price volatility factor of 97% to 163%.

Note 9. Commitments and Contingencies

The Company has entered into employment agreements with certain management that require the Company to issue options to purchase 204,000
shares of the Company’s stock over the period of December 2008 to August 2011.

Pursuant to a financing agreement entered into in February 2008 the Company is obligated to issue warrants, exercisable for five years from date
of issue, for a number of shares of common stock equal to 10% of the number of shares issued under the equity line. As at September 30, 2008,
the Company is obligated to issue warrants to purchase 128,000 shares of common stock.

Pursuant to an agreement entered into in August 2008 the Company is obligated to issue shares of common stock equivalent to 1% of the issued
and outstanding shares of the Company at each of December 1, 2008, March 1, 2009, June 1, 2009, and September 1, 2009.

Note 10. Subsequent Events

Subsequent to September 30, 2008:
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• 2,500,000 shares of common stock of the Company were converted reducing the outstanding amount of the equity lines of credit by
$43,317.

• The Company advanced 14,100,000 shares of common stock as a deposit against an outstanding unconverted equity line of credit. The
conversion of 4,356,051 of these shares reduced the outstanding amount of the equity lines by $44,838.

• The Company received a new equity line in the amount of $100,000.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the accompanying condensed unaudited consolidated financial statements for the
three- and nine-month periods ended September 30, 2008 and 2007, and the period from commencement of business on December 2, 2005, to
June 30, 2008, and our annual report on Form 10-KSB for the year ended December 31, 2007, including the financial statements and notes
thereto.

Forward-Looking Information May Prove Inaccurate

This report contains statements about the future, sometimes referred to as “forward-looking” statements. Forward-looking statements are typically
identified by the use of the words “believe,” “may,” “could,” “should,” “expect,” “anticipate,” “estimate,” “project,” “propose,” “plan,” “intend,” and similar words and
expressions. Statements that describe our future strategic plans, goals, or objectives are also forward-looking statements. We intend the
forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.

Readers of this report are cautioned that any forward-looking statements, including those regarding our management’s current beliefs,
expectations, anticipations, estimations, projections, proposals, plans, or intentions, are not guarantees of future performance or results of events
and involve risks and uncertainties. The forward-looking information is based on present circumstances and on our predictions respecting events
that have not occurred, that may not occur, or that may occur with different consequences from those now assumed or anticipated. Actual events
or results may differ materially from those discussed in the forward-looking statements as a result of various factors. The forward-looking
statements included in this report are made only as of the date of this report. We are not obligated to update such forward-looking statements to
reflect subsequent events or circumstances.

Introduction

Management believes the most significant feature of our financial condition is that our working capital deficiency is no longer increasing due to
the fact that we have continued to settle outstanding debts by issuing shares of common stock.

During the three months ended September 30, 2008, we also concluded a development agreement with Bastion Payment Systems Corporation
for the commercialization of our PIV products and acquired the remaining ownership of Mobiclear Inc. (Philippines), which we did not
previously own. The ownership of 100% of Mobiclear Inc. (Philippines) will facilitate our operations in the Philippines.

Results of Operations

Comparison of the Three and Nine Months Ended September 30, 2008,

with the Three and Nine Months Ended September 30, 2007
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We have generated gross revenue of nil and $2,500 in the three- and nine-month periods ended September 30, 2008, respectively, as compared
to gross revenue of $1,250 and $3,750 for the respective three- and nine-month periods ended September 30, 2007.

Our operating expenses for the three and nine months ended September 30, 2008, were $553,519 and $1,440,867, respectively, as compared to
$939,920 and $3,298,447 for the respective comparable periods in 2007, a decrease of 41% and 56%, respectively. The decrease in operating
expenses includes a reduction in research and development of $150,185 and $190,725 for the respective three- and nine-month periods and
reduction in consulting fees.
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            Overall, we sustained a net loss of $609,949 and $1,644,003 for the three and nine-month periods ended September 30, 2008,
respectively, as compared to a net loss of $938,508 and $3,293,655 in the respective corresponding periods of the preceding year.

We had four full-time employees as of September 30, 2008, as compared to two full-time employees at September 30, 2007.

Liquidity and Capital Resources

As of September 30, 2008, our current assets were $50,981, as compared to $67,533 at December 31, 2007. As of September 30, 2008, our
current liabilities were $1,507,043, as compared to $2,091,046 at December 31, 2007. The reduction in current liabilities is primarily due to the
paying down of $965,463 of liabilities through the issuance of common stock. Operating activities used net cash of $287,905 and $817,898 for
the three and nine months ended September 30, 2008, respectively, as compared to using net cash of $535,539 and $3,260,537 for the respective
three and nine months ended September 30, 2007. The reduced use of net cash by operating activities is directly related to the reduced losses for
the three and nine months ended September 30, 2008, as compared to the same periods ended September 30, 2007.

No cash was spent on investing activities during the three and nine months ended September 30, 2008 and 2007.

Net cash of $250,000 and $774,076 was provided by financing activities during the three and nine months ended September 30, 2008,
respectively, and consists of net proceeds of cash received for stock purchases in the amounts of $200,000 and $645,000 and advances from
related parties in the amount of $50,000 and $129,076. This is compared to net cash provided by financing activities of $550,000 and $2,971,450
during the comparable three- and nine-month periods ending September 30, 2007, respectively, which consisted of proceeds from the issuance of
common stock for $550,000 and $3,271,117 less the repayment of loans in the amount of nil and $299,667.

Our current balances of cash will not meet our working capital and capital expenditure needs for the remainder of the year. Because we are not
currently generating sufficient cash to fund our operations, we will need to rely on external financing to meet future capital and operating
requirements. Any projections of future cash needs and cash flows are subject to substantial uncertainty. Our capital requirements depend upon
several factors, including the rate of market acceptance, our ability to get to production and generate revenues, our level of expenditures for
production, marketing, and sales, purchases of equipment, and other factors. We can make no assurance that financing will be available in
amounts or on terms acceptable to us, if at all. Further, if we issue equity securities, stockholders may experience additional dilution or the new
equity securities may have rights, preferences, or privileges senior to those of existing holders of common stock, and debt financing, if available,
may involve restrictive covenants that could restrict our operations or finances. If we cannot raise funds, when needed, on acceptable terms, we
may not be able to continue our operations, grow market share, take advantage of future opportunities, or respond to competitive pressures or
unanticipated requirements, all of which could negatively impact our business, operating results, and financial condition.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Not applicable.
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Item 4T. Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed by us in the reports that we
file or submit to the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended, is recorded, processed,
summarized, and reported within the time periods specified by the Securities and Exchange Commission’s rules and forms, and that information
is accumulated and communicated to our management, including our principal executive and principal financial officers (whom we refer to in
this periodic report as our Certifying Officers), as appropriate to allow timely decisions regarding required disclosure. Our management has
evaluated, with the participation of our Certifying Officers, the effectiveness of our disclosure controls and procedures (as defined in Rule
13a-15(e) under the Securities Exchange Act) as of September 30, 2008, pursuant to Rule 13a-15(b) under the Securities Exchange Act. Based
upon that evaluation, our Certifying Officers concluded that, as of September 30, 2008, our disclosure controls and procedures were effective.

In our Annual Report on Form 10-KSB for the year ended December 31, 2007, we reported that we did not maintain effective control over
financial reporting. During the nine months ended September 30, 2008, we have hired a new Chief Executive Officer, Chief Operating Officer,
and Chief Financial Officer and continued the process of centralizing our accounting and administrative activities in our new offices in Manila,
Philippines. We believe that these changes have materially improved our internal control over financial reporting.

PART II—OTHER INFORMATION

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

During the three-month period ended September 30, 2008, and subsequently, we issued unregistered securities as follows:

Issuances Pursuant to Bankruptcy Court Order

On July 7, 2008, we issued 400,000 (100,000,000 pre-consolidation) shares of common stock as an advance under a third equity line of credit.

On July 7, 2008, we issued 600,000 (150,000,000 pre-consolidation) shares of common stock as an advance against an equity line of credit.

On July 28, 2008, we issued 500,000 shares of post-consolidation common stock as an advance under a third equity line of credit.

On August 5, 2008, we issued 500,000 shares of post-consolidation common stock as an advance under a third equity line of credit.
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On August 14, 2008, we issued 796,993 shares of post-consolidation common stock as an advance under a third equity line of credit.

On August 20, 2008, we issued 500,000 shares of post-consolidation common stock as an advance under an equity line of credit.

On September 4, 2008, we issued 2,000,000 shares of post-consolidation common stock as an advance under a fourth equity line of credit.
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               On September 24, 2008, we issued 156,244 shares of post-consolidation common stock as a commission

On October 3, 2008, we issued 2,000,000 shares of post-consolidation common stock as an advance under a fourth equity line of credit.

On October 27, 2008, we issued 2,000,000 shares of post-consolidation common stock as an advance under a fourth equity line of credit

On October 30, 2008, we issued 500,000 shares of post-consolidation common stock as an advance under an equity line of credit

On November 4, 2008, we issued 6,000,000 shares of post-consolidation common stock as an advance under a fourth equity line of credit

On November 7, 2008, we issued 3,600,000 shares of post-consolidation common stock as an advance under a fifth equity line of credit

The above securities were issued in accordance with the provisions of the Order of the United States Bankruptcy Court for the Western District
of Pennsylvania dated October 14, 2004, and were exempt from registration under Section 3(a)(7) of the Securities Act of 1933.

Issuances Pursuant to Regulation S

On July 24, 2008, we issued 5,000,000 shares of post-consolidation common stock in settlement of the obligation under the agreement to
purchase the software products.

On August 20, 2008, we issued a total of 104,219 shares of post-consolidation stock to three executives pursuant to obligations under
employment contracts.

On September 19, 2008, we issued 1,250,000 shares of post-consolidation stock in settlement of the obligation under the agreement to acquire
the remaining interest of Mobiclear Inc. (Philippines).

In the issuances above, no general solicitation was used and the transactions were negotiated directly with our executive officers. The recipients
of the common stock represented in writing that they were not residents of the United States, acknowledged in writing that the securities
constituted restricted securities, and consented to a restrictive legend on the certificates to be issued. These transactions were made in reliance on
Regulation S.
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Item 5. Other Information

During the quarter ended September 30, 2008, we issued unregistered securities in excess of 5% of our issued and outstanding common stock.
See Part II, Item 2, Unregistered Sales of Equity Securities and Use of Proceeds—Issuances Pursuant to Bankruptcy Court Order.
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Item 6. Exhibits

The following exhibits are filed as a part of this report:

Exhibit
Number*

Title of Document Location

Item 3 Articles of Incorporation; Bylaws
3.22 Amendment to Articles of Incorporation as filed with Pennsylvania

Department of State Corporate Bureau
Incorporated by reference from
Current Report on Form 8-K filed
July 2, 2008

Item 10 Material Contracts
10.14 Outsourcing Agreement between Bastion Payment Systems Corporation

and Mobiclear Inc. dated August 8, 2008
Incorporated by reference from
Current Report on Form 8-K filed
October 14, 2008

10.15 Stock Purchase Agreement between Bastion Payment Systems
Corporation and Mobiclear Inc. dated September 18, 2008

Incorporated by reference from
Current Report on Form 8-K filed
October 14, 2008

10.16 Employment Agreement between Mobiclear Inc. and Paul Pasion
executed September 18, 2008, and effective as of September 1, 2008

Incorporated by reference from
Current Report on Form 8-K filed
October 14, 2008

10.17 Convertible Promissory Note Due August 31, 2009, to Charter Finance
Group, Ltd., in the amount of $50,000

Attached

10.18 Convertible Promissory Note Due September 30, 2009, to Raleston
Consultants Inc., in the amount of $173, 800

Attached

10.19 Convertible Promissory Note Due September 30, 2009, to DBP Holdings
Limited, in the amount of $77,702

Attached

10.20 Form of Warrant to Purchase 500,000 Shares of Common Stock, par
value $0.0001 (Charter Finance Group, Ltd., Raleston Consultants, Inc.,
and DBP Holdings Limited, warrantholders) with schedule

Attached

Item 31 Rule 13a-14(a)/15d-14(a) Certifications
31.01 Certification of Principal Executive Officer Pursuant to Rule 13a-14 Attached

31.02 Certification of Principal Financial Officer Pursuant to Rule 13a-14 Attached

Item 32 Section 1350 Certifications
32.01 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002 (Chief Executive Officer)
Attached

32.02 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (Chief Financial Officer)

Attached

_______________

*
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All exhibits are numbered with the number preceding the decimal indicating the applicable SEC reference number in Item 601 and the number following the
decimal indicating the sequence of the particular document. Omitted numbers in the sequence refer to documents previously filed as exhibits.

20

Edgar Filing: MOBICLEAR INC. - Form 10-Q

38



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Registrant

Mobiclear Inc.

Date: November 14, 2008 By: /s/ Stephen P. Cutler
Stephen P. Cutler, President and
Chief Executive Officer

Date: November 14, 2008 By: /s/ Kenneth G.C. Telford
Kenneth G.C. Telford
Chief Financial Officer
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