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EXPLANATORY NOTE 
 
Mitek Systems, Inc. (the "Company") is filing this Amendment No. 1 to its Form 
10-QSB for the quarter ended December 31, 2004 to provide additional information 
regarding our controls and procedures and to provide additional details 
regarding our revenue. 
 
The original Form 10-QSB for the quarter ended December 31, 2004 (the "10-QSB") 
was filed on February 14, 2005. 
 
For the convenience of the reader, this Amendment No. 1 amends in its entirety 
the 10-QSB. This Amendment No. 1 continues to speak as of the date of the 
10-QSB, and we have not updated the disclosure contained herein to reflect any 
events that occurred at a later date other than as described in this explanatory 
note. All information contained in this Amendment No. 1 is subject to updating 
and supplementing as provided in our periodic reports filed with the Securities 
and Exchange Commission subsequent to the date of the filing of the 10-QSB. 
 
The following sections of this Quarterly Report on Form 10-QSB/A have been 
revised from the 10-QSB: 
 
Item 2 - Management's Discussion and Analysis of Financial Condition and Results 
of Operations 
 
Item 4 - Controls and Procedures 
 
 



 
 
ITEM 1  FINANCIAL INFORMATION 
 
                                        MITEK SYSTEMS, INC 
                                          BALANCE SHEETS 
 
 
 
                                                                      DECEMBER 31,    SEPTEMBER 30, 
                                                                         2004            2004 
                                                                      (UNAUDITED)      (AUDITED) 
                                                                      ------------    ------------ 
                                                                                 
ASSETS 
      CURRENT ASSETS: 
      Cash                                                            $  1,365,074    $  2,607,173 
      Accounts receivable-net of allowances of 
           $797,473 and $773,473 respectively                              952,944         570,154 
      Note receivable - related party                                            0         133,841 
      Inventories - net                                                     15,398          11,078 
      Prepaid expenses and other assets                                    238,783         180,876 
                                                                      ------------    ------------ 
           Total current assets                                          2,572,199       3,503,122 
 
      PROPERTY AND EQUIPMENT-net                                           108,699         119,111 
      OTHER ASSETS                                                          20,927               0 
 
                                                                      ------------    ------------ 
TOTAL ASSETS                                                          $  2,701,825    $  3,622,233 
                                                                      ============    ============ 
 
LIABILITIES AND STOCKHOLDERS' EQUITY 
 
      CURRENT LIABILITIES: 
      Accounts payable                                                $    362,193    $    288,909 
      Accrued payroll and related taxes                                    236,056         240,000 
      Deferred revenue                                                     235,582         397,724 
      Warrants-liability                                                   492,541         415,907 
      Current portion of Convertible Debt, net of unamortized 
          financing costs of $347,088 and $338,264 respectively            743,821         570,827 
      Other accrued liabilities                                            625,370         743,056 
                                                                      ------------    ------------ 
           Total current liabilities                                     2,695,563       2,656,423 
 
      LONG-TERM LIABILITIES: 
      Deferred rent                                                         10,891          13,215 
      Convertible Debt, net of unamortized financing costs 
        of $511,164 and $606,760  respectively                           1,307,018       1,484,149 
                                                                      ------------    ------------ 
           Total long-term liabilities                                   1,317,909       1,497,364 
 
                                                                      ------------    ------------ 
TOTAL LIABILITIES                                                        4,013,472       4,153,787 
                                                                      ------------    ------------ 
 
      STOCKHOLDERS' EQUITY (DEFICIT): 
 
      Common stock - $.001 par value; 20,000,000 shares authorized, 
        11,389,481 issued and outstanding at 
         December 31,  2004 and September 30,2004, respectively             11,389          11,389 
      Additional paid-in capital                                        10,207,255      10,069,833 
      Accumulated deficit                                              (11,530,291)    (10,612,776) 
                                                                      ------------    ------------ 
           Net  stockholders' equity (deficit)                          (1,311,647)       (531,554) 
 
                                                                      ------------    ------------ 
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY                            $  2,701,825    $  3,622,233 
                                                                      ============    ============ 
 
 
 
                          See accompanying notes to financial statements 
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                                      MITEK SYSTEMS, INC 
                                   STATEMENTS OF OPERATIONS 
                                          UNAUDITED 
 
 
 
                                                                      THREE MONTHS ENDED 
                                                                         DECEMBER 31, 
                                                                 ---------------------------- 
                                                                    2004             2003 
                                                                 ------------    ------------ 
                                                                            
SALES 
      Software                                                   $    818,938    $    671,650 
      Hardware                                                              0         370,105 
      Professional Services, education and other                      481,484         653,127 
                                                                 ------------    ------------ 
NET SALES                                                           1,300,422       1,694,882 
 
COSTS AND EXPENSES: 
      Cost of sales-Software                                           81,199         115,412 
      Cost of sales-Hardware                                                0         339,977 
      Cost of sales-Professional Services, education and other        102,119         287,123 
      Operations                                                       40,838         361,108 
      Selling and marketing                                           579,880         626,791 
      Research and development                                        370,028         509,060 
      General and administrative                                      926,815         539,304 
                                                                 ------------    ------------ 
           Total costs and expenses                                 2,100,879       2,778,775 
 
                                                                 ------------    ------------ 
OPERATING LOSS                                                       (800,457)     (1,083,893) 
 
OTHER INCOME (EXPENSE): 
      Interest expense                                               (133,660)              0 
      Change in fair value of warrant liability                        (3,475)              0 
      Interest and other income                                        20,078           9,729 
                                                                 ------------    ------------ 
      Total other income (expense) - net                             (117,057)          9,729 
 
                                                                 ------------    ------------ 
LOSS BEFORE INCOME TAXES                                             (917,514)     (1,074,164) 
 
PROVISION FOR INCOME TAXES                                                  0           2,550 
                                                                 ------------    ------------ 
NET LOSS                                                         $   (917,514)   $ (1,076,714) 
 
NET LOSS PER SHARE - BASIC AND DILUTED                           $      (0.08)   $      (0.10) 
                                                                 ============    ============ 
WEIGHTED AVERAGE NUMBER OF 
COMMON SHARES AND COMMON 
SHARE EQUIVALENTS OUTSTANDING - BASIC AND DILUTED                  11,389,481      11,264,356 
                                                                 ============    ============ 
 
 
 
                        See accompanying notes to financial statements 
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                                     MITEK SYSTEMS, INC 
                                  STATEMENTS OF CASH FLOWS 
                                         UNAUDITED 
 
 
 
                                                                     THREE MONTHS ENDED 
                                                                        DECEMBER 31, 
                                                                 -------------------------- 
                                                                    2004           2003 
                                                                 -----------    ----------- 
                                                                           
OPERATING ACTIVITIES 
Net (loss) income                                                $  (917,514)   $(1,076,714) 
      Adjustments to reconcile net loss to net cash 
      used in operating activities: 
           Depreciation and amortization                              23,077        113,044 
           Provision for bad debts                                    24,000         24,000 
           Change in fair value of warrant liability                   3,476              0 
           Amortization of debt discount                              86,771              0 
           Provision for sales returns & allowances                    5,000         31,768 
           Fair value of stock options issued to non-employees         2,580              0 
           Gain on sale of equity investment                         (16,159)             0 
      Changes in operating assets and liabilities: 
           Accounts receivable                                      (406,791)     1,128,614 
           Inventories, prepaid expenses, and other assets           (62,226)       (70,092) 
           Other long term assets                                    (20,927)             0 
           Accounts payable                                           73,284       (224,118) 
           Accrued payroll and related taxes                          (3,943)      (210,038) 
           Long-term payable                                               0         (8,552) 
           Deferred revenue                                         (162,142)      (128,622) 
           Other accrued liabilities                                  82,990        (49,284) 
                                                                 -----------    ----------- 
      Net cash used in operating activities                       (1,288,524)      (469,994) 
 
INVESTING ACTIVITIES 
      Purchases of property and equipment                            (13,235)       (15,395) 
      Proceeds from sale of property and equipment                       569              0 
      Payment (advances) on related party note receivable-net        150,000          5,841 
                                                                 -----------    ----------- 
      Net cash provided by (used in) investing activities            137,334         (9,554) 
 
FINANCING ACTIVITIES 
      Repayment on convertible debt                                  (90,909)             0 
      Proceeds from exercise of stock options                              0        125,523 
                                                                 -----------    ----------- 
      Net cash provided by financing activities                      (90,909)       125,523 
                                                                 -----------    ----------- 
NET DECREASE IN CASH AND CASH EQUIVALENTS                         (1,242,099)      (354,025) 
 
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD                   2,607,173      1,819,102 
 
                                                                 -----------    ----------- 
CASH AND CASH EQUIVALENTS AT END OF PERIOD                       $ 1,365,074    $ 1,465,077 
                                                                 ===========    =========== 
SUPPLEMENTAL DISCLOSURE OF 
CASH FLOW INFORMATION 
      Cash paid for interest                                     $    46,888    $        -- 
                                                                 ===========    =========== 
      Cash paid for income taxes                                 $        --    $     2,550 
                                                                 ===========    =========== 
SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING 
ACTIVITIES 
 
      Warrants issued in connection with settlement              $    73,159    $         0 
 
 
                       See accompanying notes to financial statements 
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                               MITEK SYSTEMS, INC. 
                          NOTES TO FINANCIAL STATEMENTS 
 
1.      BASIS OF PRESENTATION 
 
        The accompanying unaudited financial statements of Mitek Systems, Inc. 
(the "Company") have been prepared in accordance with the instructions to Form 
10-Q and, therefore, do not include all information and footnote disclosures 
that are otherwise required by Regulation S-X and that will normally be made in 
the Company's Annual Report on Form 10-K. The financial statements do, however, 
reflect all adjustments (solely of a normal recurring nature) which are, in the 
opinion of management, necessary for a fair statement of the results of the 
interim periods presented. 
 
        Results for the three months ended December 31, 2004 and 2003 are not 
necessarily indicative of results which may be reported for any other interim 
period or for the year as a whole. 
 
2.      NEW ACCOUNTING PRONOUNCEMENTS 
 
        In December 2002, the FASB issued SFAS No. 148 Accounting for 
Stock-Based Compensation - Transition and Disclosure. SFAS No. 148 amends SFAS 
No. 123, Accounting for Stock-Based Compensation, to provide alternative methods 
of transition for a voluntary change to the fair value based method of 
accounting for stock-based employee compensation. In addition, SFAS No. 148 
amends the disclosure requirements of SFAS No. 123 to require prominent 
disclosures in both annual and interim financial statements about the method of 
accounting for stock-based employee compensation and the effect of the method 
used on reported results. The amendments to SFAS 123 provided for under SFAS No. 
148 are effective for financial statements for fiscal years ending after 
December 15, 2002. The Company has not elected to adopt the fair value 
accounting provisions of SFAS No. 123 and therefore the adoption of SFAS No. 148 
did not have a material effect on our results of operations or financial 
position. 
 
        In November 2004, the FASB issued Statement No. 151, Inventory Costs--an 
amendment of ARB No. 43, Chapter 4. This Statement amends the guidance in ARB 
No. 43, Chapter 4, Inventory Pricing, to clarify the accounting for abnormal 
amounts of idle facility expense, freight, handling costs, and wasted material 
(spoilage). Paragraph 5 of ARB 43, Chapter 4, previously stated that ". . . 
under some circumstances, items such as idle facility expense, excessive 
spoilage, double freight, and rehandling costs may be so abnormal as to require 
treatment as current period charges. . . ." This Statement requires that those 
items be recognized as current-period charges regardless of whether they meet 
the criterion of "so abnormal." In addition, this Statement requires that 
allocation of fixed production overheads to the costs of conversion be based on 
the normal capacity of the production facilities. The Company does not believe 
adoption of this Statement will have a material effect on its financial 
statements 
 
        In December 2004, the FASB issued Statement No. 152, Accounting for Real 
Estate Time-Sharing Transactions--an amendment of FASB Statements No. 66 and 67. 
This Statement amends FASB Statement No. 66, Accounting for Sales of Real 
Estate, to reference the financial accounting and reporting guidance for real 
estate time-sharing transactions that is provided in AICPA Statement of Position 
(SOP) 04-2, Accounting for Real Estate Time-Sharing Transactions. This Statement 
also amends FASB Statement No. 67, Accounting for Costs and Initial Rental 
Operations of Real Estate Projects, to state that the guidance for (a) 
incidental operations and (b) costs incurred to sell real estate projects does 
not apply to real estate time-sharing transactions. The accounting for those 
operations and costs is subject to the guidance in SOP 04-2. This Statement is 
effective for financial statements for fiscal years beginning after June 15, 
2005. The Company does not have real estate which is subject to this Statement. 
 
        In December 2004, the FASB issued Statement No. 153 "Exchanges of 
Nonmonetary Assets--an amendment of APB Opinion No. 29" This Statement amends 
Opinion 29, Accounting for Nonmonetary Transactions, which provided based on the 
principle that exchanges of nonmonetary assets should be measured based on the 
fair value of the assets exchanged. The guidance in that Opinion, however, 
included certain exceptions to that principle. This Statement was issued to 
eliminate the exception for nonmonetary exchanges of similar productive assets 
and replaces it with a general exception for exchanges of nonmonetary assets 
that do not have commercial substance. The Company does not have any such assets 
subject to this statement. 
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        In November 2002, the FASB issued FASB Interpretation No. 45, 
Guarantor's Accounting and Disclosure Requirements for Guarantees, Including 
Indirect Guarantees. This Interpretation elaborates on the disclosures to be 
made by a guarantor in its interim and annual financial statements about its 
obligations under certain guarantees that it has issued. It also clarifies that 
a guarantor is required to recognize, at the inception of a guarantee, a 
liability for the fair value of the obligation undertaken in issuing the 
guarantee. This Interpretation does not prescribe a specific approach for 
subsequently measuring the guarantor's recognized liability over the term of the 
related guarantee. This Interpretation also incorporates, without change, the 
guidance in FASB Interpretation No. 34, Disclosure of Indirect Guarantees of 
Indebtedness of Others, which is being superseded. The initial recognition and 
measurement provisions of this Interpretation are applicable on a prospective 
basis to guarantees issued or modified after December 31, 2002, irrespective of 
the guarantor's fiscal year-end. The disclosure requirements in this 
Interpretation are effective for financial statements of interim or annual 
periods ending after December 15, 2002. The Company has issued no guarantees 
that qualify for disclosure in this interim financial statement. 
 
        In January 2003, the FASB issued Interpretation No. 46 (FIN 46), 
Consolidation of Variable Interest Entities. In general, a variable interest 
entity is a corporation, partnership, trust, or any other legal structure used 
for business purposes that either (a) does not have equity investors with voting 
rights or (b) has equity investors that do not provide sufficient financial 
resources for the entity to support its activities. FIN 46 requires a variable 
interest entity to be consolidated by a company if that company is subject to a 
majority of the risk of loss from the variable interest entity's activities or 
entitled to receive a majority of the entity's residual returns or both. The 
consolidation requirements of FIN 46 were initially to apply to variable 
interest entities created after January 31, 2003. The consolidation requirements 
were initially to apply to transactions entered into prior to February 1, 2003 
in the first fiscal year or interim period beginning after June 15, 2003. The 
FASB postponed implementation of FIN 46 in December 2003. The Company has no 
variable interest entities. 
 
        In December 2004, the FASB issued SFAS No.123 (revised 2004), 
"Share-Based Payment". Statement 123(R) will provide investors and other users 
of financial statements with more complete and neutral financial information by 
requiring that the compensation cost relating to share-based payment 
transactions be recognized in financial statements. That cost will be measured 
based on the fair value of the equity or liability instruments issued. Statement 
123(R) covers a wide range of share-based compensation arrangements including 
share options, restricted share plans, performance-based awards, share 
appreciation rights, and employee share purchase plans. Statement 123(R) 
replaces FASB Statement No. 123, Accounting for Stock-Based Compensation, and 
supersedes APB Opinion No. 25, Accounting for Stock Issued to Employees. 
Statement 123, as originally issued in 1995, established as preferable a 
fair-value-based method of accounting for share-based payment transactions with 
employees. However, that Statement permitted entities the option of continuing 
to apply the guidance in Opinion 25, as long as the footnotes to financial 
statements disclosed what net income would have been had the preferable 
fair-value-based method been used. Public entities (other than those filing as 
small business issuers) will be required to apply Statement 123(R) as of the 
first interim or annual reporting period that begins after June 15, 2005. The 
Company has evaluated the impact of the adoption of SFAS 123(R), and does not 
believe the impact will be significant to the Company's overall results of 
operations or financial position. 
 
3.      ACCOUNTING FOR STOCK-BASED COMPENSATION 
 
        The Company accounts for stock-based compensation in accordance with 
Accounting Principles Board Opinion ("APB") No. 25, Accounting for Stock Issued 
to Employees, and FASB Interpretation No. 44, Accounting for Certain 
Transactions Involving Stock Compensation. 
 
        Pro forma information regarding net loss and loss per share is required 
by SFAS No. 123, Accounting for Stock-based Compensation, and has been 
determined as if the Company had accounted for its employee stock options under 
the fair value method of that Statement. The fair value for these options was 
estimated at the dates of grant using the Black-Scholes option valuation model 
with the following weighted-average assumptions for December 31, 2003 and 2002. 
 
                                                      2004           2003 
                                                      ----           ---- 
Risk free interest rates                              3.09           1.9% 
Dividend yields                                        0%             0% 
Volatility                                            77%             78% 
Weighted average expected life                      3 years         3 years 
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        The Black-Scholes option valuation model was developed for use in 
estimating the fair value of traded options that have no vesting restrictions 
and are fully transferable. In addition, option valuation models require the 
input of highly subjective assumptions including the expected stock price 
volatility. 
 
        Because the Company's employee stock options have characteristics 
significantly different from those of traded options, and because changes in the 
subjective input assumptions can materially affect the fair value estimate, in 
management's opinion the existing models do not necessarily provide a reliable 
single measure of the fair value of its employee stock options. 
 
        For purposes of pro forma disclosures, the estimated fair value of the 
options is amortized to expense over the options' vesting period. The Company's 
pro forma information is as follows (in thousands, except for net loss per share 
information): 
 
                                                THREE MONTHS ENDED 
                                                   DECEMBER 31 
                                             ------------------------ 
                                               2004            2003 
                                             ---------      --------- 
Net income (loss) as reported                $    (917)     $  (1,077) 
Net income (loss) pro forma                     (1,009)        (1,237) 
Net income (loss) per share as reported           (.09)          (.10) 
Net income (loss) per share pro forma             (.09)          (.11) 
 
4.      CONVERTIBLE DEBT 
 
        On June 11, 2004, the Company secured a financing arrangement with 
Laurus. The financing consists of a $3 million Secured Note that bears interest 
at the rate of prime (as published in the Wall Street Journal), plus one percent 
(6% as of December 2, 2004)and has a term of three years (June 11, 2007). The 
Secured Note is convertible into shares of the Company's common stock at an 
initial fixed price of $0.70 per share, a premium to the 10-day average closing 
share price as of June 11, 2004. The conversion price of the Secured Note is 
subject to adjustment upon the occurrence of certain events. The effective 
annual interest rate of this Convertible Debt, after considering the total debt 
issue costs (discussed below), is approximately 17.6% 
 
        In connection with the financing, Laurus was also issued warrants to 
purchase up to 860,000 shares of the Company's common stock. The warrants are 
exercisable as follows: 230,000 shares at $0.79 per share; 230,000 shares at 
$0.85 per share and the balance at $0.92 per share. The gross proceeds of the 
convertible debt were allocated to the debt instrument and the warrants on a 
relative fair value basis. Then the Company computed the beneficial conversion 
feature embedded in the debt instrument using the effective conversion price in 
accordance with EITF 98-5 and 00-27. The Company recorded a debt discount of (i) 
$367,887 for the valuation of the 860,000 warrants issued with the note 
(computed using a Black-Scholes model with an interest rate of 2.53%, volatility 
of 81%, zero dividends and expected term of three years); (ii) $522,384 for a 
beneficial conversion feature inherent in the Secured Note and (iii) $151,000 
for debt issue costs paid to affiliates of the lender, for a total discount of 
$1,041,271. The $1,041,271 is being amortized over the term of the Secured Note. 
On October 4, 2004 the Company filed the registration statement with the 
Securities and Exchange Commission and the registration statement remains 
pending as of the date of this report. Amortization of the debt discounts 
through September 30, 2004 was $96,247. 
 
        To secure the payment of all obligations, the Company entered into a 
Master Security Agreement which assigns and grants to Laurus a continuing 
security interest in all of the following property now owned or at any time upon 
execution of the agreement, acquired by the Company or subsidiaries, or in which 
any assignor now have or at any time in the future may acquire any right, title 
or interest: all cash, cash equivalents, accounts, deposit accounts, inventory, 
equipment, goods, documents, instruments (including, without limitation, 
promissory notes), contract rights, general tangibles, chattel paper, supporting 
obligations, investment property, letter-of-credit rights, trademarks, trademark 
applications, patents, patent applications, copyrights, copyright applications, 
tradestyles and any other intellectual property, in each case, in which any 
Assignor now have or may acquire any right, title or interest, all proceeds and 
products thereof (including, without limitation, proceeds of insurance) and all 
additions, accessions and substitutions. In the event any Assignor wishes to 
finance an acquisition in the ordinary course of business of any 
hereafter-acquired equipment and have obtained a commitment from a financing 
source to finance such equipment from an unrelated third party, Laurus agrees to 
release its security interest on such hereafter-acquired equipment so financed 
by such third party financing source. 
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        The Secured Notes stipulates that the Secured Note is to be repaid using 
cash payment along with an equity conversion option; the details of both methods 
for repayment are as follows: The cash repayments stipulate that beginning on 
December 1, 2004, or the first amortization date, the Company shall make monthly 
payments to Laurus on each repayment date until the maturity date, each in the 
amount of $90,909, together with any accrued and unpaid interest to date. The 
conversion repayment states that each month by the fifth business day prior to 
each amortization date, Laurus shall deliver to the Company a written notice 
converting the monthly amount payable on the next repayment date in either cash 
or shares of common stock, or a combination of both. If a repayment notice is 
not delivered by Laurus on or before the applicable notice date for such 
repayment date, then the Company pays the monthly amount due in cash. Any 
portion of the monthly amount paid in cash shall be paid to Laurus in an amount 
equal to 102% of the principal portion of the monthly amount due. If Laurus 
converts all or a portion of the monthly amount in shares of the Company's 
common stock, the number of such shares to be issued by the Company will be the 
number determined by dividing the portion of the monthly amount to be paid in 
shares of common stock, by the applicable fixed conversion price, which is 
presently $0.70 per share. 
 
        A registration rights agreement was executed requiring the Company to 
register the shares of its common stock underlying the Secured Note and warrants 
so as to permit the public resale thereof (See Note 9). Liquidated damages of 2% 
of the Secured Note balance per month accrue if stipulated deadlines are not 
met. The registration statement was filed with the Securities and Exchange 
Commission on October 4, 2004. 
 
        The following table reflects the Convertible Debt at December 31, 2004: 
 
        Convertible Debt                                         $ 2,909,091 
        Deferred financing costs                                    (858,252) 
                                                                 ----------- 
                                                                   2,050,839 
 
        Less: Current Portion, net of unamortized financing costs   (743,821) 
                                                                 ----------- 
                                                                 $ 1,307,018 
                                                                 =========== 
 
        The debt has the following principal amounts due over the remaining life 
as follows: 
 
        Year ended 9/30/05                                       $   818,182 
        Year ended 9/30/06                                         1,090,909 
        Year ended 9/30/07                                       $ 1,000,000 
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5.      WARRANT LIABILITY 
 
        In conjunction with raising capital through the issuance of convertible 
debt, the Company has issued various warrants that have registration rights for 
the underlying shares. As the contracts must be settled by the delivery of 
registered shares and the delivery of the registered shares is not controlled by 
the Company, pursuant to EITF 00-19, "Accounting for Derivative Financial 
Instruments Indexed to, and Potentially Settled in, a Company's Own Stock", the 
net value of the warrants at the date of issuance was recorded as a warrant 
liability on the balance sheet ($492,541) and the change in fair value from the 
date of issuance to September 30, 2004 has been included in other (expense) 
income. 
 
        Prior to the end of fiscal 2004, the Company incurred a penalty to 
Laurus Funds for failing to register the securities underlying the Debt 
Instrument described in Note 7. The amount of the penalty was $208,000. This 
amount was shown as interest expense in the Financial Statements for the year 
ended September 30, 2004. On October 4, 2004, the Company settled this penalty 
with Laurus Master Fund, LLC by agreeing to issue an additional warrant for the 
purchase of 200,000 shares at a price of $0.70 per share. The value of this 
additional warrant was calculated by the Company to be $73,159, using a 
Black-Scholes option pricing model. 
 
        For the quarter ended December 31, 2004 the change in fair value of the 
warrants issued with registration rights for the underlying shares increased by 
approximately $3,476 to $492,541 at December 31, 2004 and is recognized in other 
expense. 
 
6.      NOTE RECEIVABLE FROM MITEK SYSTEMS, LTD. 
 
        During the Quarter, the Company was approached by the Principal 
Shareholder of Mitek Systems, Ltd, who offered to repurchase the Company's 
interest. In exchange for a cash payment of $150,000 and the cancellation of the 
stock options granted the principal, the Company agreed to exchange the shares 
held and the note outstanding, including accrued and unpaid interest. Mitek 
Systems, Ltd also agreed to cease using the Company's trade name and entered 
into a reseller agreement on terms similar to other resellers unrelated to the 
Company. 
 
7.      PRODUCT REVENUES - Below is a summary of the revenues by product lines. 
 
                                         THREE MONTHS 
                                             ENDED 
                                          DECEMBER 31 
                                        --------------- 
        REVENUE                          2004     2003 
                                        ------   ------ 
        (000'S) 
        Recognition Toolkits            $  911   $  452 
        Check Image Solutions                0      688 
        Document and Image Processing 
          Solutions                         64      240 
        Maintenance and other              325      315 
                                        ------   ------ 
        Total Revenue                   $1,300   $1,695 
                                        ======   ====== 
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ITEM 2  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
        OF OPERATIONS 
 
Management's Discussion 
 
        In addition to historical information, this Management's Discussion and 
Analysis of Financial Condition and Results of Operations (the "MD&A") contains 
certain forward-looking statements within the meaning of Section 27A of the 
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange 
Act of 1934, as amended. As contained herein, the words "expects," 
"anticipates," "believes," "intends," "will," and similar types of expressions 
identify forward-looking statements, which are based on information that is 
currently available to the Company, speak only as of the date hereof, and are 
subject to certain risks and uncertainties. To the extent that the MD&A contains 
forward-looking statements regarding the financial condition, operating results, 
business prospects or any other aspect of the Company, please be advised that 
the Company's actual financial condition, operating results and business 
performance may differ materially from that projected or estimated by the 
Company in forward-looking statements. The Company has attempted to identify 
certain of the factors that it currently believes may cause actual future 
experiences and results to differ from the Company's current expectations. The 
difference may be caused by a variety of factors, including, but not limited, to 
the following: (i) adverse economic conditions; (ii) decreases in demand for 
Company products and services; (iii) intense competition, including entry of new 
competitors into the Company's markets; (iv) increased or adverse federal, state 
and local government regulation; (v) the Company's inability to retain or renew 
its working capital credit line or otherwise obtain additional capital on terms 
satisfactory to the Company; (vi) increased or unexpected expenses; (vii) lower 
revenues and net income than forecast; (viii) price increases for supplies; (ix) 
inability to raise prices; (x) the risk of additional litigation and/or 
administrative proceedings involving the Company and its employees; (xi) higher 
than anticipated labor costs; (xii) adverse publicity or news coverage regarding 
the Company; (xiii) inability to successfully carry out marketing and sales 
plans, including the Company's strategic realignment; (xiv) loss of key 
executives; (xv) changes in interest rates; (xvi) inflationary factors; (xvii) 
and other specific risks that may be alluded to in this MD&A. 
 
        The Company's strategy for fiscal 2005 is to grow the identified markets 
for its new products and enhance the functionality and marketability of the 
Company's image based recognition and forgery detection technologies. In 
particular, Mitek is determined to expand the installed base of its Recognition 
Toolkits and leverage existing technology by devising recognition-based 
applications to detect potential fraud and loss at financial institutions. The 
Company also seeks to expand the installed base of its Check Forgery detection 
Solutions by entering into reselling relationships with key resellers who will 
better penetrate the market and provide entree into a larger base of community 
banks. 
 
        Management presumes that users of these interim financial statements and 
information have read or have access to the discussion and analysis for the 
preceding fiscal year. See also Item 3, "Quantitative and Qualitative 
Disclosures about Market Risk." 
 
CRITICAL ACCOUNTING POLICIES 
 
        Mitek's financial statements and accompanying notes are prepared in 
accordance with generally accepted accounting principles in the United States of 
America. Preparing financial statements requires management to make estimates 
and assumptions that affect the reported amounts of assets, liabilities, 
revenue, and expenses. These estimates by management are affected by 
management's application of accounting policies are subjective and may differ 
from actual results. Critical accounting policies for Mitek include revenue 
recognition, impairment of accounts and notes receivable, loss contingencies, 
fair value of equity instruments and accounting for income taxes. 
 
        Revenue Recognition 
 
           The Company enters into contractual arrangements with end users that 
may include licensing of the Company's software products, product support and 
maintenance services, consulting services, resale of third-party hardware, or 
various combinations thereof, including the sale of such products or services 
separately. The Company's accounting policies regarding the recognition of 
revenue for these contractual arrangements is fully described in Notes to the 
Financial Statements on Form 10K previously filed. 
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        The Company considers many factors when applying accounting principles 
generally accepted in the United States of America related to revenue 
recognition. These factors include, but are not limited to: 
 
        o   The actual contractual terms, such as payment terms, delivery dates, 
            and pricing of the various product and service elements of a 
            contract 
 
        o   Availability of products to be delivered 
 
        o   Time period over which services are to be performed 
 
        o   Creditworthiness of the customer 
 
        o   The complexity of customizations to the Company's software required 
            by service contracts 
 
        o   The sales channel through which the sale is made (direct, VAR, 
            distributor, etc.) 
 
        o   Discounts given for each element of a contract 
 
        o   Any commitments made as to installation or implementation "go live" 
            dates 
 
        Each of the relevant factors is analyzed to determine its impact, 
individually and collectively with other factors, on the revenue to be 
recognized for any particular contract with a customer. Management is required 
to make judgments regarding the significance of each factor in applying the 
revenue recognition standards, as well as whether or not each factor complies 
with such standards. Any misjudgment or error by management in its evaluation of 
the factors and the application of the standards, especially with respect to 
complex or new types of transactions, could have a material adverse affect on 
the Company's future revenues and operating results. 
 
        Accounts Receivable. 
 
        We evaluate the creditworthiness of our customers prior to order 
fulfillment and we perform ongoing credit evaluations of our customers to adjust 
credit limits based on payment history and our assessment of the customer's 
current creditworthiness. We constantly monitor collections from our customers 
and maintain a provision for estimated credit losses that is based on historical 
experience and on specific customer collection issues. While such credit losses 
have historically been within our expectations and the provisions established, 
we cannot guarantee that we will continue to experience the same credit loss 
rates that we have in the past. Since our revenue recognition policy requires 
customers to be deemed creditworthy, our accounts receivable are based on 
customers whose payment is reasonably assured. Our accounts receivable are 
derived from sales to a wide variety of customers. We do not believe a change in 
liquidity of any one customer or our inability to collect from any one customer 
would have a material adverse impact on our financial position. 
 
        Loss Contingencies 
 
        The financial statements presented include accruals for a loss 
contingency, relating to the litigation with BSM. While the Company believes it 
has meritorious defenses against such claims, the ultimate resolution to the 
matter, which is expected to occur within one year could result in a loss in 
excess of the amount accrued. 
 
        Fair Value of Equity Instruments 
 
        The valuation of certain items, including valuation of warrants, 
beneficial conversion feature related to convertible debt and compensation 
expense related to stock options granted, involve significant estimations with 
underlying assumptions judgmentally determined. The valuation of warrants and 
stock options are based upon a Black Scholes valuation model, which involve 
estimates of stock volatility, expected life of the instruments and other 
assumptions. As the Company's stock is thinly traded, the estimates, which are 
based partly on historical pricing of the Company's stock, may not represent 
fair value, but the Company believes it is presently the best form of estimating 
objective fair value. 
 
        Deferred Income Taxes. 
 
        Deferred income taxes reflect the net tax effects of temporary 
differences between the carrying amounts of assets and liabilities for financial 
reporting purposes and the amounts used for income tax purposes. We maintain a 
valuation allowance against the deferred tax asset due to uncertainty regarding 
the future realization based on historical taxable income, projected future 



taxable income, and the expected timing of the reversals of existing temporary 
differences. Until such time as the Company can demonstrate that it will no 
longer incur losses or if the Company is unable to generate sufficient future 
taxable income we could be required to maintain the valuation allowance against 
our deferred tax assets. 
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ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS: 
 
Comparison of Three Months Ended December 31, 2004 and 2003 
 
        Net Sales. Net sales for the three month period ended December 31, 2004 
were $1,300,000, compared to $1,695,000 for the same period in 2003, a decrease 
of $395,000, or 23%. The decrease was primarily attributable to the elimination 
of revenue from the Check Image Solutions business, which accounted for $688,000 
in fiscal 2004. This 100% decline in revenue was offset by a 105% increase in 
revenue associated with our recognition toolkits, the result of license renewals 
signed in the first quarter of 2004 Sales in the Document and Image Processing 
Solutions also declined, by 71%. This is primarily due to the absence of a 
dedicated sales force for this product line. Sales of Maintenance declined by 
5%, reflecting the reduction of the installed base of maintenance customers, due 
to the elimination of the Check Image Solution business, offset by continued 
increase in the installed base of recognition toolkit customers purchasing 
product support. 
 
        Cost of Sales. Cost of Sales for the three month period ended December 
31, 2004 was $183,000, compared to $743,000 for the same period in 2003, a 
decrease of $560,000 or 75%. Stated as a percentage of net sales, cost of sales 
decreased to 14% for the three month period ended December 31, 2004 compared to 
44% for the same period in 2003. The dollar decrease, and the decrease as a 
percentage of sales, in cost of sales is almost entirely due to the elimination 
of hardware installations related to the Company's CheckQuest product line, 
which was sold to Harland Financial Solutions last year, during the three 
months, as compared to the same period in 2004. 
 
         To aid investor understanding of our historical results of operations 
and the impact of the transaction described in Footnote 8 of our Form 10-K for 
the fiscal year ended September 30, 2004, whereby certain assets relating to the 
Company's Check Image Solution business were sold to Harland Financial 
Solutions, presented below are the sales and cost of sales for the above 
mentioned revenue items, with detail corresponding to the line items of revenue 
and cost of sales as presented in the accompanying financial statements. 
 
                         Quarter Ended December 31, 2004 
                                     (000's) 
 
 
                                                                    Document and 
                                    Recognition    Check Image    Image Processing    Maintenance & 
                                     Toolkits       Solutions        Solutions            Other         Total 
                                   -------------- -------------- ------------------- ----------------- --------
                                                                                           
Sales 
          Software                           755              0                  64                 0      819 
          Hardware                             0              0                   0                 0        0 
          Professional Services                0              0                   0               481      481 
                                   -------------- -------------- ------------------- ----------------- --------
Total Sales                                  755              0                  64               481    1,300 
                                   -------------- -------------- ------------------- ----------------- --------
 
Cost of Sales 
          Software                            78              0                   4                 0       82 
          Hardware                             0              0                   0                 0        0 
          Professional Services                0              0                   0               102      102 
                                   -------------- -------------- ------------------- ----------------- --------
Total Cost of Sales                           78              0                   4               102      184 
                                   -------------- -------------- ------------------- ----------------- --------
 
 
                         Quarter Ended December 31, 2003 
                                     (000's) 
 
 
                                                                    Document and 
                                    Recognition    Check Image    Image Processing    Maintenance & 
                                     Toolkits       Solutions        Solutions            Other         Total 
                                   -------------- -------------- ------------------- ----------------- --------
                                                                                           
Sales (000's) 
          Software                           452            187                  33                 0      672 
          Hardware                             0            371                   0                 0      371 
          Professional Services                0            130                 206               316      652 
                                   -------------- -------------- ------------------- ----------------- --------
Total Sales                                  452            688                 239               316    1,695 
                                   -------------- -------------- ------------------- ----------------- --------
 
Cost of Sales 



          Software                           -18            126                   8                 0      116 
          Hardware                             0            340                   0                 0      340 
          Professional Services                0             75                  90               122      287 
                                   -------------- -------------- ------------------- ----------------- --------
Total Cost of Sales                          -18            541                  98               122      743 
                                   -------------- -------------- ------------------- ----------------- --------
 
 
        Operations. Operations expenses include costs associated with shipping 
and receiving, quality assurance, customer support, installation and training. 
As installation, training, maintenance and customer support revenues are 
recognized, an appropriate amount of these costs are charged to cost of sales, 
with unabsorbed costs remaining in operations expense. Gross Operations expense 
for the three-month period ended December 31, 2004 were $41,000, compared to 
$510,000 for the same period in 2003. Net Operations expenses for the 
three-month period ended December 31, 2004 were $41,000, compared to $361,000 
for the same period in 2003, a decrease of $320,000 or 89%. As a percentage of 
net sales, operations expenses decreased to 3% for the three-month period ended 
December 31, 2004, compared to 21% for the same period in 2003. The dollar 
decrease in gross expenses is is almost entirely due to the elimination of 
hardware installations related to the Company's CheckQuest product line, was 
sold to Harland Financial Solutions last year. The dollar decrease in net 
expense, and the decrease in expense as a percentage of net sales attributable 
to the reduced spending discussed above. 
 
        Selling and Marketing. Selling and marketing expenses for the three 
month period ended December 31, 2004 were $580,000, compared to $627,000 for the 
same period in 2003, a decrease of $47,000 or 7%. Stated as a percentage of net 
sales, selling and marketing expenses increased to 45% for the three month 
period ended December 31, 2004, compared to 37% for the same period in 2003. The 
dollar decrease in expenses is primarily attributable to reduced commissions 
resulting from lower sales. The increase in expenses as a percentage of net 
sales is primarily attributable to lower revenues. 
 
        Research and Development. Research and development expenses are incurred 
to maintain existing products, develop new products or new product features, and 
development of custom projects. Research and development expenses for the three 
month period ended December 31, 2004 were $370,000 compared to $509,000 for the 
same period in 2003, a decrease of $139,000 or 27%. Stated as a percentage of 
net sales, research and development expenses decreased to 28% for the three 
month period ended December 31, 2004, compared to 30% for the same period in 
2003. The decrease in expenses for the three-month period is primarily the 
result of the elimination of four full time engineers associated with the 
CheckQuest business, which was sold to Harland Financial Solutions last year. 
The decrease in expenses as a percentage of net sales is primarily attributable 
to reduced costs, as discussed above. 
 
        General and Administrative. General and administrative expenses for the 
three month period ended December 31, 2004 were $927,000, compared to $539,000 
for the same period in 2003, an increase of $388,000 or 72%. As a percentage of 
net sales, general and administrative expenses increased to 71% in 2004, from 
32% in 2003. The dollar increase in expenses for the three month period is 
attributable to increased legal costs primarily relating to patent work and 
litigation with BSM, and increased audit fees, due to the restatement of prior 
reported quarters. The increase in expenses as a percentage of net sales is 
primarily attributable to the increased spending discussed above. 
 
        Interest and Other Income (Expense) - Net. Interest and other income 
(expense) for the three-month period ended December 31, 2004 was ($117,000), 
compared to interest and other income (expense) of $10,000 for the same period 
in 2003, a change of $124,000. The primary reason for the change is the cash 
interest paid to Laurus Master Fund during the quarter of $47,000, as well as 
amortization of the deferred loan costs related to the warrants issued and the 
beneficial conversion feature of the convertible note. 
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LIQUIDITY AND CAPITAL 
 
        At December 31, 2004 the Company had $1,365,000 in cash as compared to 
$2,607,000 at September 30, 2004. Accounts receivable totaled $953,000, an 
increase of $383,000 over the September 30, 2004, balance of $570,000. This 
increase was primarily a result of increased sales activity during the first 
fiscal quarter. 
 
        The Company has financed its cash needs during the first quarter of 
fiscal 2005 primarily from collection of accounts receivable. During fiscal 
2004, the Company financed its cash needs primarily from financing and investing 
activities. 
 
        Net cash used in operating activities during the three months ended 
December 31, 2004 was ($1,289,000). The primary use of cash from operating 
activities was the loss during the quarter of $918,000, an increase in accounts 
receivable of $407,000, a decrease to the deferred revenue accounts of $162,000. 
The primary source of cash from operating activities was depreciation and 
amortization of $110,000 and increased deferred loan fees related to issuance of 
warrants of $73,000. The Company used part of the cash provided from operating 
activities to finance the acquisition of equipment used in its business. 
 
        During the quarter ended December 31, 2004, the Company also received 
cash of approximately $150,000 from financing activities in the form of proceeds 
from the repayment of the note receivable from Mitek Systems, Ltd. as discussed 
in Note 6 of the accompanying financial statements. 
 
        The Company's working capital and current ratio were ($123,000) and .95, 
respectively, at December 31, 2004, and $847,000 and 1.32, respectively, at 
September 30, 2004. At December 31, 2004, total liabilities to equity ratio was 
(3.13) to 1 compared to (7.81) to 1 at September 30, 2004. As of December 31, 
2004, total liabilities were $185,000 less than on September 30, 2004. 
 
        There are no significant capital expenditures planned for the 
foreseeable future. 
 
        The Company evaluates its cash requirements on a quarterly basis. 
Historically, the Company has managed its cash requirements principally from 
cash generated from operations. Although the Company's strategy for fiscal 2004 
is to grow the identified markets for its new products and enhance the 
functionality and marketability of the Company's character recognition 
technology, it has not yet observed a significant change in liquidity or future 
cash requirements as a result of this strategy. Cash requirements over the next 
twelve months are principally to fund operations, including spending on research 
and development. The Company believes that it will have sufficient liquidity to 
finance its operations for the next twelve months using existing cash, cash 
generated from operations, and borrowings under the Company's line of credit, as 
discussed above. 
 
NEW ACCOUNTING PRONOUNCEMENTS 
 
        In December 2002, the FASB issued SFAS No. 148 Accounting for 
Stock-Based Compensation - Transition and Disclosure. SFAS No. 148 amends SFAS 
No. 123, Accounting for Stock-Based Compensation, to provide alternative methods 
of transition for a voluntary change to the fair value based method of 
accounting for stock-based employee compensation. In addition, SFAS No. 148 
amends the disclosure requirements of SFAS No. 123 to require prominent 
disclosures in both annual and interim financial statements about the method of 
accounting for stock-based employee compensation and the effect of the method 
used on reported results. The amendments to SFAS 123 provided for under SFAS No. 
148 are effective for financial statements for fiscal years ending after 
December 15, 2002. The Company has not elected to adopt the fair value 
accounting provisions of SFAS No. 123 and therefore the adoption of SFAS No. 148 
did not have a material effect on our results of operations or financial 
position. 
 
 
        In November 2004, the FASB issued Statement No. 151, Inventory Costs--an 
amendment of ARB No. 43, Chapter 4. This Statement amends the guidance in ARB 
No. 43, Chapter 4, Inventory Pricing, to clarify the accounting for abnormal 
amounts of idle facility expense, freight, handling costs, and wasted material 
(spoilage). Paragraph 5 of ARB 43, Chapter 4, previously stated that ". . . 
under some circumstances, items such as idle facility expense, excessive 
spoilage, double freight, and rehandling costs may be so abnormal as to require 
treatment as current period charges. . . ." This Statement requires that those 
items be recognized as current-period charges regardless of whether they meet 
the criterion of "so abnormal." In addition, this Statement requires that 
allocation of fixed production overheads to the costs of conversion be based on 
the normal capacity of the production facilities. The Company does not believe 
adoption of this Statement will have a material effect on its financial 



statements 
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        In December 2004, the FASB issued Statement No. 152, Accounting for Real 
Estate Time-Sharing Transactions--an amendment of FASB Statements No. 66 and 67. 
This Statement amends FASB Statement No. 66, Accounting for Sales of Real 
Estate, to reference the financial accounting and reporting guidance for real 
estate time-sharing transactions that is provided in AICPA Statement of Position 
(SOP) 04-2, Accounting for Real Estate Time-Sharing Transactions. This Statement 
also amends FASB Statement No. 67, Accounting for Costs and Initial Rental 
Operations of Real Estate Projects, to state that the guidance for (a) 
incidental operations and (b) costs incurred to sell real estate projects does 
not apply to real estate time-sharing transactions. The accounting for those 
operations and costs is subject to the guidance in SOP 04-2. This Statement is 
effective for financial statements for fiscal years beginning after June 15, 
2005. The Company does not have real estate which is subject to this Statement. 
 
        In December 2004, the FASB issued Statement No. 153 "Exchanges of 
Nonmonetary Assets--an amendment of APB Opinion No. 29" This Statement amends 
Opinion 29, Accounting for Nonmonetary Transactions, which provided based on the 
principle that exchanges of nonmonetary assets should be measured based on the 
fair value of the assets exchanged. The guidance in that Opinion, however, 
included certain exceptions to that principle. This Statement was issued to 
eliminate the exception for nonmonetary exchanges of similar productive assets 
and replaces it with a general exception for exchanges of nonmonetary assets 
that do not have commercial substance. The Company does not have any such assets 
subject to this statement. 
 
        In November 2002, the FASB issued FASB Interpretation No. 45, 
Guarantor's Accounting and Disclosure Requirements for Guarantees, Including 
Indirect Guarantees. This Interpretation elaborates on the disclosures to be 
made by a guarantor in its interim and annual financial statements about its 
obligations under certain guarantees that it has issued. It also clarifies that 
a guarantor is required to recognize, at the inception of a guarantee, a 
liability for the fair value of the obligation undertaken in issuing the 
guarantee. This Interpretation does not prescribe a specific approach for 
subsequently measuring the guarantor's recognized liability over the term of the 
related guarantee. This Interpretation also incorporates, without change, the 
guidance in FASB Interpretation No. 34, Disclosure of Indirect Guarantees of 
Indebtedness of Others, which is being superseded. The initial recognition and 
measurement provisions of this Interpretation are applicable on a prospective 
basis to guarantees issued or modified after December 31, 2002, irrespective of 
the guarantor's fiscal year-end. The disclosure requirements in this 
Interpretation are effective for financial statements of interim or annual 
periods ending after December 15, 2002. The Company has issued no guarantees 
that qualify for disclosure in this interim financial statement. 
 
        In January 2003, the FASB issued Interpretation No. 46 (FIN 46), 
Consolidation of Variable Interest Entities. In general, a variable interest 
entity is a corporation, partnership, trust, or any other legal structure used 
for business purposes that either (a) does not have equity investors with voting 
rights or (b) has equity investors that do not provide sufficient financial 
resources for the entity to support its activities. FIN 46 requires a variable 
interest entity to be consolidated by a company if that company is subject to a 
majority of the risk of loss from the variable interest entity's activities or 
entitled to receive a majority of the entity's residual returns or both. The 
consolidation requirements of FIN 46 were initially to apply to variable 
interest entities created after January 31, 2003. The consolidation requirements 
were initially to apply to transactions entered into prior to February 1, 2003 
in the first fiscal year or interim period beginning after June 15, 2003. The 
FASB postponed implementation of FIN 46 in December 2003. The Company has no 
variable interest entities. 
 
        In December 2004, the FASB issued SFAS No.123 (revised 2004), 
"Share-Based Payment". Statement 123(R) will provide investors and other users 
of financial statements with more complete and neutral financial information by 
requiring that the compensation cost relating to share-based payment 
transactions be recognized in financial statements. That cost will be measured 
based on the fair value of the equity or liability instruments issued. Statement 
123(R) covers a wide range of share-based compensation arrangements including 
share options, restricted share plans, performance-based awards, share 
appreciation rights, and employee share purchase plans. Statement 123(R) 
replaces FASB Statement No. 123, Accounting for Stock-Based Compensation, and 
supersedes APB Opinion No. 25, Accounting for Stock Issued to Employees. 
Statement 123, as originally issued in 1995, established as preferable a 
fair-value-based method of accounting for share-based payment transactions with 
employees. However, that Statement permitted entities the option of continuing 
to apply the guidance in Opinion 25, as long as the footnotes to financial 
statements disclosed what net income would have been had the preferable 
fair-value-based method been used. Public entities (other than those filing as 
small business issuers) will be required to apply Statement 123(R) as of the 
first interim or annual reporting period that begins after June 15, 2005. The 
Company has evaluated the impact of the adoption of SFAS 123(R), and does not 



believe the impact will be significant to the Company's overall results of 
operations or financial position. 
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ITEM 4  CONTROLS AND PROCEDURES 
 
         Under the supervision and with the participation of the Company's 
management, including the Chief Executive Officer and Chief Financial Officer, 
the Company has evaluated the effectiveness of the design and operation of the 
Company's disclosure controls and procedures pursuant to Exchange Act Rule 
13a-15 as of the end of the period covered by this report. Based on that 
evaluation, the Chief Executive Officer and Chief Financial Officer concluded 
that the disclosure controls and procedures were effective as of the end of the 
fiscal quarter ended December 31, 2004. During the fiscal quarter ended December 
31, 2004, the Company did not change its internal control over financial 
reporting in a manner that materially affected, or is reasonably likely to 
materially affect, the Company's internal control over financial reporting. 
 
         In connection with the audit of the Company's financial statements for 
the year ended September 30, 2004, the Company identified that it had 
incorrectly accounted for (i) the beneficial conversion feature of the 
convertible promissory note issued to Laurus in the third quarter of fiscal 2004 
and (ii) the categorization and recording of the warrants that were issued to 
Laurus in connection with the convertible promissory note issued to Laurus in 
the third quarter of fiscal 2004. The Company determined that the incorrect 
accounting resulted from a significant deficiency in its internal controls over 
application of existing accounting principles to new transactions and financial 
reporting. 
 
         The Company took various steps subsequent to the quarter ended December 
31, 2004, to enhance its internal controls and now believes that the significant 
deficiency has been remediated. Specifically, the Company's internal control 
improvements were to implement the following procedure when the Company is faced 
with an accounting issue which the Company perceives to be particularly complex: 
(i) the issue will be researched, including analysis of the transaction and how 
the appropriate authoritative literature mandates accounting treatment; (ii) the 
Company will conduct additional communication with its independent auditor as to 
the appropriateness of the authoritative literature considered; (iii) the 
Company will generate a memorandum regarding the basis for the Company's 
accounting treatment; (iv) the memorandum will be retained in the Company's 
files as documented evidence of its findings; and (v) the memorandum will be 
presented to the Company's independent auditors for review. 
 
         While the Company believes its significant deficiency has been 
remediated, it also has undertaken a search for a full-time Chief Financial 
Officer with deeper understanding of the current accounting literature as it 
relates to the Company's business, which the Company anticipates will be 
completed during the fiscal year ending September 30, 2005. The Company believes 
such a Chief Financial Officer will result in further improvements to its 
internal control and to its disclosure controls and procedures. 
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PART II - OTHER INFORMATION 
 
Item 1. Legal Proceedings 
 
        There are no additional material legal proceedings pending against the 
        Company not previously reported by the Company in Item 3 of its Form 
        10-K for the year ended September 30, 2004, which Item 3 is incorporated 
        herein by reference. 
 
Item 6. Exhibits and Reports on Form 8-K 
 
        a.  Exhibits: 
 
            The following exhibits are filed herewith: 
 
            EXHIBIT 
            NUMBER                    EXHIBIT TITLE 
            ------- ------------------------------------------------------------ 
 
            31.1    Certification of Periodic Report by the Chief Executive 
                    Officer Pursuant to Rule 13a-14(a) of the Securities 
                    Exchange Act of 1934 
            -------------------------------------------------------------------- 
            31.2    Certification of Periodic Report by the Chief Financial 
                    Officer Pursuant to Rule 13a-14(a) of the Securities 
                    Exchange Act of 1934 
            -------------------------------------------------------------------- 
            32.1    Certification of Periodic Report by the Chief Executive 
                    Officer Pursuant to Section 906 of the Sarbanes Oxley 
                    Act of 2002 
            -------------------------------------------------------------------- 
            32.2    Certification of Periodic Report by the Chief Financial 
                    Officer Pursuant to Section 906 of the Sarbanes Oxley 
                    Act of 2002 
            -------------------------------------------------------------------- 
 
        b.  The following is a list of Current Reports on Form 8-K filed by the 
            Company during the fiscal quarter ended December 31, 2004: 
 
            o   Form 8-K filed with the Securities and Exchange Commission on 
                October 6, 2004, under Item 4 and Item 9 announced that Mitek 
                Systems, Inc. had dismissed Deloitte & Touche LLP as Mitek's 
                independent auditor and engaged Stonefield Josephson, Inc. as 
                Mitek's independent auditor. 
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                                   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. 
 
 
                                              MITEK SYSTEMS, INC. 
 
 
Date:   May 12, 2005                          /s/    James B. Debello 
                                              ---------------------------- 
                                              James B. DeBello, President and 
                                              Chief Executive Officer 
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                                                                        EX  31.1 
 
                                CERTIFICATION OF 
                             CHIEF EXECUTIVE OFFICER 
 
I, James B. DeBello, certify that: 
 
      1.    I have  reviewed  this  quarterly  report  on Form  10-QSB  of Mitek 
Systems, Inc.; 
 
      2.    Based on my  knowledge,  this  report  does not  contain  any untrue 
statement of a material fact or omit to state a material fact  necessary to make 
the statements made, in light of the  circumstances  under which such statements 
were made, not misleading with respect to the period covered by this report; 
 
      3.    Based on my knowledge, the financial statements, and other financial 
information included in this report, fairly present in all material respects the 
financial  condition,  results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report. 
 
      4.    The registrant's  other certifying  officer(s) and I are responsible 
for establishing and maintaining  disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 
 
            a)    Designed such disclosure  controls and  procedures,  or caused 
such disclosure controls and procedures to be designed under our supervision, to 
ensure that  material  information  relating to the  registrant,  including  its 
consolidated subsidiaries,  is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; and 
 
            b)    Evaluated the  effectiveness  of the  registrant's  disclosure 
controls and procedures and presented in this report our  conclusions  about the 
effectiveness  of the disclosure  controls and procedures,  as of the end of the 
period covered by this report based on such evaluation; and 
 
            c)    Disclosed  in  this  report  any  change  in the  registrant's 
internal control over financial  reporting that occurred during the registrant's 
most recent fiscal quarter (the  registrant's  fourth fiscal quarter in the case 
of an annual report) that has materially  affected,  or is reasonably  likely to 
materially affect, the registrant's  internal control over financial  reporting; 
and 
 
      5.    The registrant's  other certifying  officer(s) and I have disclosed, 
based  on  our  most  recent  evaluation  of  internal  control  over  financial 
reporting,  to the registrant's auditors and the audit committee of registrant's 
board of directors (or persons performing the equivalent functions): 
 
            a)    All significant  deficiencies  and material  weaknesses in the 
design or  operation  of internal  control over  financial  reporting  which are 
reasonably  likely to  adversely  affect  the  registrant's  ability  to record, 
process, summarize and report financial information; and 
 
            b)    Any fraud,  whether or not material,  that involves management 
or other  employees who have a  significant  role in the  registrant's  internal 
control over financial reporting. 
 
 
Date:  May 12, 2005                            By: /s/  James B. DeBello 
                                                   ------------------------ 
                                                   James B. DeBello 
                                                   President and 
                                                   Chief Executive Officer 
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                                                                        EX 31.2 
 
                                CERTIFICATION OF 
                             CHIEF FINANCIAL OFFICER 
 
I, John M. Thornton, certify that: 
 
      1.    I have  reviewed  this  quarterly  report  on Form  10-QSB  of Mitek 
Systems, Inc.; 
 
      2.    Based on my  knowledge,  this  report  does not  contain  any untrue 
statement of a material fact or omit to state a material fact  necessary to make 
the statements made, in light of the  circumstances  under which such statements 
were made, not misleading with respect to the period covered by this report; 
 
      3.    Based on my knowledge, the financial statements, and other financial 
information included in this report, fairly present in all material respects the 
financial  condition,  results of operations and cash flows of the registrant as 
of, and for, the periods presented in this report. 
 
      4.    The registrant's  other certifying  officer(s) and I are responsible 
for establishing and maintaining  disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 
 
            a)    Designed such disclosure  controls and  procedures,  or caused 
such disclosure controls and procedures to be designed under our supervision, to 
ensure that  material  information  relating to the  registrant,  including  its 
consolidated subsidiaries,  is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; and 
 
            b)    Evaluated the  effectiveness  of the  registrant's  disclosure 
controls and procedures and presented in this report our  conclusions  about the 
effectiveness  of the disclosure  controls and procedures,  as of the end of the 
period covered by this report based on such evaluation; and 
 
            c)    Disclosed  in  this  report  any  change  in the  registrant's 
internal control over financial  reporting that occurred during the registrant's 
most recent fiscal quarter (the  registrant's  fourth fiscal quarter in the case 
of an annual report) that has materially  affected,  or is reasonably  likely to 
materially affect, the registrant's  internal control over financial  reporting; 
and 
 
      5.    The registrant's  other certifying  officer(s) and I have disclosed, 
based  on  our  most  recent  evaluation  of  internal  control  over  financial 
reporting,  to the registrant's auditors and the audit committee of registrant's 
board of directors (or persons performing the equivalent functions): 
 
            a)    All significant  deficiencies  and material  weaknesses in the 
design or  operation  of internal  control over  financial  reporting  which are 
reasonably  likely to  adversely  affect  the  registrant's  ability  to record, 
process, summarize and report financial information; and 
 
            b)    Any fraud,  whether or not material,  that involves management 
or other  employees who have a  significant  role in the  registrant's  internal 
control over financial reporting. 
 
 
 
Date:  May 12, 2005                            By: /s/  John M. Thornton 
                                                   ----------------------------- 
                                                   John M. Thornton 
                                                   Chairman of the Board and 
                                                   Chief Financial Officer 
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                                                                         EX 32.1 
 
                    CERTIFICATION OF CHIEF EXECUTIVE OFFICER 
 
I, James B. DeBello,  President and Chief  Executive  Officer of Mitek  Systems, 
Inc. (the  "Registrant"),  do hereby  certify  pursuant to Rule 13a-14(b) of the 
Securities and Exchange Act of 1934, as amended,  and Section 1350 of Chapter 63 
of Title 18 of the United States Code that: 
 
(1)   the Registrant's Quarterly Report on Form 10-QSB of the Registrant for the 
      period ended December 31, 2004 (the "Report"), to which this statement is 
      filed as an exhibit, fully complies with the requirements of Section 13(a) 
      or 15(d) of the Securities Exchange Act of 1934, as amended; and 
 
(2)   the information  contained in the Report fairly presents,  in all material 
      respects,  the  financial  condition  and  results  of  operations  of the 
      Registrant. 
 
Date:  May 12, 2005                            By: /s/  James B. DeBello 
                                                   ----------------------------- 
                                                   James B. DeBello 
                                                   President and 
                                                   Chief Executive Officer 
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                                                                         EX 32.2 
 
                    CERTIFICATION OF CHIEF FINANCIAL OFFICER 
 
I, John M. Thornton,  Chairman of the Board and Chief Financial Officer of Mitek 
Systems,  Inc. (the "Registrant"),  do hereby certify pursuant to Rule 13a-14(b) 
of the  Securities  and  Exchange Act of 1934,  as amended,  and Section 1350 of 
Chapter 63 of Title 18 of the United States Code that: 
 
(1)   the Registrant's Quarterly Report on Form 10-QSB of the Registrant for the 
      period ended December 31, 2004 (the "Report"), to which this statement is 
      filed as an exhibit, fully complies with the requirements of Section 13(a) 
      or 15(d) of the Securities Exchange Act of 1934, as amended; and 
 
(2)   the information  contained in the Report fairly presents,  in all material 
      respects,  the  financial  condition  and  results  of  operations  of the 
      Registrant. 
 
Date:  May 12, 2005                            By: /s/  John M. Thornton 
                                                   ----------------------------- 
                                                   John M. Thornton 
                                                   Chairman of the Board and 
                                                   Chief Financial Officer 
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