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As of August 8, 2012, there were 267,419,554 shares outstanding of the registrant’s common stock.
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COMPETITIVE COMPANIES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

June 30,
2012

December
31,
2011

Assets (Unaudited)

Current assets:
Cash $126,331 $142,474
Accounts receivable, net of allowance of $4,100 and $2,800 1,099 1,542
Prepaid expenses – 20,708
Total current assets 127,430 164,724

Property and equipment, net 7,681 5,651

Other assets:
Deposits 6,753 3,003

Total assets $141,864 $173,378

 Liabilities and Stockholders' (Deficit)

Current liabilities:
Accounts payable $355,282 $343,430
Accrued expenses 135,486 166,406
Customer deposits 90,343 39,913
Deferred revenues 354,354 4,482
Notes payable 47,006 67,006
Convertible debentures, net of discounts of $194,114 and $174,264 368,886 409,236
Derivative liabilities 390,000 392,519
Total current liabilities 1,741,357 1,422,992

Total liabilities 1,741,357 1,422,992

Stockholders' (deficit):
Preferred stock, $0.001 par value 100,000,000 shares authorized:
Class A convertible, no shares issued and outstanding with no liquidation value – –
Class B convertible, 1,495,436 shares issued and outstanding with no liquidation value 1,495 1,495
Class C convertible, 1,000,000 shares issued and outstanding with no liquidation value 1,000 1,000
Common stock, $0.001 par value, 500,000,000 shares authorized, 255,676,545 and
207,837,771 shares issued and outstanding at June 30, 2012 and  December 31, 2011 255,676 207,838

Additional paid-in capital 4,887,413 4,682,337
Subscriptions payable 0 shares and 3,910,000 shares at June 30, 2012 and December 31,
2011 respectively – 34,620

Accumulated (deficit) (6,745,077) (6,161,280)
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Treasury stock, at cost, -0- and 2,020,000 shares at June 30, 2012 and December 31,
2011, respectively – (15,624 )

Total stockholders' (deficit) (1,599,493) (1,249,614)

Total liabilities and stockholders' (deficit) $141,864 $173,378

See accompanying notes to financial statements.
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COMPETITIVE COMPANIES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

2012 2011 2012 2011
 (Restated)  (Restated)

Revenue $19,347 $27,195 $38,894 $68,304
Cost of sales 11,474 15,214 32,116 31,620

Gross profit (loss) 7,873 11,981 6,778 36,684

Expenses:
General and administrative 190,437 84,174 431,883 124,245
Salaries and wages 72,080 83,765 126,897 142,484
Depreciation and amortization 1,087 688 1,877 1,376
Bad debts (recoveries) – (4,663 ) 1,300 (2,163 )
Total operating expenses 263,604 163,964 561,957 265,942

Net operating loss (255,731 ) (151,983 ) (555,179 ) (229,258 )

Other income (expense):
Interest expense (16,249 ) (41,058 ) (92,521 ) (85,394 )
Other expenses (10,147 ) – (10,147 ) –
Change in fair market value of derivative liabilities (16,975 ) (51,984 ) 74,050 (54,628 )
Total other income (expense) (43,371 ) (93,042 ) (28,618 ) (140,022 )

Net loss $(299,102 ) $(245,025 ) $(583,797 ) $(369,280 )

Weighted average number of common
sharesoutstanding - basic and fully diluted 214,067,377 140,977,992 255,677,129 137,180,249

Net loss per share - basic and fully diluted $– $– $– $–

3
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COMPETITIVE COMPANIES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

For the Six Months
Ended June 30,
2012 2011

 (Restated)
Cash flows from
operating activities
Net (loss) $ (583,797 ) $ (369,280 )
Adjustments to
reconcile net (loss)
tonet cash used in
operating activities:
Amortization of
convertible notes
payable discounts

61,030 69,212

Bad debts expense
(recoveries) 1,300 (2,163 )

Change in fair
market value of
derivative liability

(74,049 ) 54,628

Common stock
issued for services 53,068 6,200

Depreciation 1,877 1,376
Decrease (increase)
in assets:
Accounts receivable (857 ) 2,899
Deposits (3,750 ) –
Prepaid expenses 20,708 –
Increase (decrease)
in liabilities:
Accounts payable 11,852 223
Accrued expenses (30,920 ) 67,839
Customer deposits 50,430 –
Deferred revenues 349,872 (1,985 )
Net cash used in
operating activities (143,236 ) (171,051 )

Cash flows from
investing activities
Purchases of
property and
equipment

(3,907 ) –

(3,907 ) –
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Net cash used in
investing activities

Cash flows from
financing activities
Proceeds from short
term and convertible
debts

151,000 164,500

Principal payments
on short term and
convertible debt

(20,000 ) –

Purchase of treasury
stock – (5,192 )

Net cash provided
by financing
activities

131,000 159,308

Net increase
(decrease) in cash (16,143 ) (11,743 )

Cash - beginning 142,474 20,124
Cash - ending $ 126,331 $ 8,381

Supplemental
disclosures:
Interest paid $ 2,317 $ 2,000
Income taxes paid $ – $ –

Non-cash investing
and financing
activities:
Value of shares
issued for
conversion of debt

$ 171,500 $ 50,500

Value of shares
issued for
subscriptions
payable

$ 18,996 $ –

Reduction of
subscription payable
upon transfer of
treasury stock

$ – $ 30,000

Beneficial
conversion feature
on short term debt

$ – $ 67,306

Value of derivative
adjustment due to
debt conversions

$ 9,350 $ –

Debt discounts $ 80,880 $ –

See accompanying notes to financial statements.
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Note 1 – Nature of Business and Significant Accounting Policies

The condensed consolidated interim financial statements included herein, presented in accordance with United States
generally accepted accounting principles and stated in US dollars, have been prepared by the Company, without audit,
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote
disclosures normally included in financial statements prepared in accordance with generally accepted accounting
principles have been condensed or omitted pursuant to such rules and regulations, although the Company believes that
the disclosures are adequate to make the information presented not misleading.

These statements reflect all adjustments, consisting of normal recurring adjustments, which in the opinion of
management are necessary for fair presentation of the information contained therein. It is suggested that these
condensed consolidated interim financial statements be read in conjunction with the financial statements of the
Company for the year ended December 31, 2011 and notes thereto included in the Company's Form 10-K annual
report. The Company follows the same accounting policies in the preparation of interim reports.

Results of operations for the interim period are not indicative of annual results.

Through the Company’s subsidiary, Wireless Wisconsin, LLC, the Company provides high speed wireless Internet
connections to residents in rural communities, as well as some dial-up internet services to businesses and residents
within various markets throughout rural Wisconsin. The Company operates in both a regulated and non-regulated
environment. The Company’s current business plan is to expand into the delivery of 4G mobile broadband services via
WiFi in major and rural markets throughout the United States.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the following entities, all of which are
under common control and ownership:

Name of Entity(1) Form of Entity State of
Incorporation Relationship(2) AbbreviatedReference

Competitive Companies, Inc. Corporation Nevada Parent CCI
Competitive Communications,
Inc.(3) Corporation California Subsidiary COMM

CCI Residential, Inc.(3) Corporation California Subsidiary CCIR
Innovation Capital Management,
Inc. Corporation Delaware Subsidiary ICMI
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Innovation Capital Management,
LLC

Limited Liability
Corporation Delaware Subsidiary ICML

Wireless Wisconsin, LLC Limited Liability
Corporation Wisconsin Subsidiary WW

Wytec International, Inc. Corporation Texas Subsidiary WYTECI

(1)Certain non-operational holding companies have been excluded.

(2)All subsidiaries are wholly-owned subsidiaries.

(3)Subsidiary has been inactive since discontinuing its operations in California in 2009.

The consolidated financial statements herein contain the operations of the wholly owned subsidiaries listed above. All
significant inter-company transactions have been eliminated in the preparation of these financial statements. The
parent company, CCI and subsidiaries, COMM, CCIR, ICMI, ICML, WW and WYTECI will be collectively referred
to herein as the “Company”, or “CCI”. The Company's headquarters are located in San Antonio, Texas and substantially
all of its customers are Wisconsin and Texas residents. The Company provides dial up and high-speed broadband
internet services, mainly to customers in rural markets throughout Wisconsin, San Antonio, TX and Puerto Rico
through its Wireless Wisconsin, LLC subsidiary.

These statements reflect all adjustments, consisting of normal recurring adjustments, which in the opinion of
management are necessary for fair presentation of the information contained therein.

On March 5, 2012, the Board of Directors approved the formation of a wholly owned subsidiary of one of the
Company’s wholly owned subsidiaries, Wytec International, Inc. under the laws of the State of Texas. The entity,
named “Wylink, Inc.”, was formed to develop a Registered Links Program, whereby we intend to sell point to point
links between two known GPS coordinates that make up a part of a backhaul network feeding into a microcell mobile
broadband network.

5
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Revenue Recognition

Our only source of revenue currently is through the Company’s subsidiary, Wireless Wisconsin, LLC, whereas we
provide high speed wireless Internet connections to residents in rural communities, as well as some dial-up internet
services to businesses and residents within various markets throughout rural Wisconsin. Our revenue is recognized
when persuasive evidence of an arrangement exists; delivery of our services has occurred; our price to our customer is
fixed or determinable; and collectability of the sales price is reasonably assured. As such, we recognize revenues from
our dial-up and broadband internet services in the month in which we provide services. Services provided but not
billed by the end of the year are reflected as unbilled receivables in the accompanying consolidated balance sheets;
likewise, services billed in advance for future months are reflected in deferred revenues in the accompanying
consolidated balance sheets.

Reclassifications

Certain reclassifications have been made to prior period amounts to conform to the current period presentation.

Fair Value of Financial Instruments

Under FASB ASC 820-10-05, the Financial Accounting Standards Board establishes a framework for measuring fair
value in generally accepted accounting principles and expands disclosures about fair value measurements. This
Statement reaffirms that fair value is the relevant measurement attribute. The adoption of this standard did not have a
material effect on the Company’s financial statements as reflected herein. The carrying amounts of cash, accounts
payable and accrued expenses reported on the balance sheets are estimated by management to approximate fair value
primarily due to the short term nature of the instruments.

Derivative Financial Instruments

The Company generally does not use derivative financial instruments to hedge exposures to cash-flow risks or
market-risks that may affect the fair values of its financial instruments. The Company utilizes various types of
financing to fund our business needs, including convertible debts with conversion features and other instruments not
indexed to our stock. The convertible notes include fluctuating conversion rates. The Company uses a lattice model
for valuation of the derivative. For derivative financial instruments that are accounted for as liabilities, the derivative
instrument is initially recorded at its fair value and then re-valued periodically, but at least annually, with changes in
the fair value reported in income in accordance with ASC 815. The classification of derivative instruments, including
whether such instruments should be recorded as liabilities or as equity, is reassessed at the end of each reporting
period. Derivative instrument liabilities are classified in the balance sheet as current or non-current based on whether
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net cash settlement of the derivative instrument could be required within the 12 months of the balance sheet date.

Stock-Based Compensation

The Company adopted FASB guidance on stock based compensation on January 1, 2006. Under FASB ASC
718-10-30-2, all share-based payments to employees, including grants of employee stock options, are to be recognized
in the income statement based on their fair values. Pro forma disclosure is no longer an alternative. Common stock
issued for services and compensation was $53,068 and $6,200 for the six months ended June 30, 2012 and 2011,
respectively.

Recent Accounting Pronouncements

In December 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2011-12, “Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items out of
Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05. This update defers the
requirement to present items that are reclassified from accumulated other comprehensive income to net income in both
the statement of income where net income is presented and the statement where other comprehensive income is
presented. The adoption of ASU 2011-12 is not expected to have a material impact on our financial position or results
of operations.

Note 2 – Fair Value of Financial Instruments

Under FASB ASC 820-10-5, fair value is defined as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date (an exit price). The standard
outlines a valuation framework and creates a fair value hierarchy in order to increase the consistency and
comparability of fair value measurements and the related disclosures. Under GAAP, certain assets and liabilities must
be measured at fair value, and FASB ASC 820-10-50 details the disclosures that are required for items measured at
fair value.

6
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The Company’s financial assets and liabilities are measured using inputs from the three levels of the fair value
hierarchy. The three levels are as follows:

Level 1 - Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Company has
the ability to access at the measurement date.

Level 2 - Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for identical or
similar assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the
asset or liability (e.g., interest rates, yield curves, etc.), and inputs that are derived principally from or corroborated by
observable market data by correlation or other means (market corroborated inputs).

Level 3 - Unobservable inputs that reflect our assumptions about the assumptions that market participants would use
in pricing the asset or liability.

The Company’s derivative liabilities are measured at fair value and are classified as Level 2 in the fair value hierarchy.

Note 3 – Property and Equipment

Property and equipment consist of the following:

June 30, December
31,

2012 2011

Telecommunication equipment and computers $3,368 $ 4,611
Furniture and fixtures 14,086 9,150

17,454 13,761
Less accumulated depreciation (9,773 ) (8,110 )

$7,681 $ 5,651

Depreciation expense totaled $1,877 and $1,376 for the six months ending June 30, 2012 and 2011, respectively.

Note 4 – Notes Payable
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Notes payable consists of the following at June 30, 2012 and 2011, respectively:

June 30, December
31,

2012 2011

Unsecured promissory note carries an 8% interest rate, matured on March 2, 2010. Currently in
default. $30,000 $ 30,000

Unsecured promissory note carries an 8% interest rate, matured on June 15, 2009. The note was
repaid to the note holder with available cash. – 10,000

Unsecured promissory note carries an 8% interest rate, matured on June 15, 2009 The note was
repaid to the note holder with available cash. – 10,000

Unsecured note payable to a stockholder, with interest at 8%, and monthly principal and interest
payments of $683, matured on February 23, 2011. Currently in default. 17,006 17,006

Total notes payable $47,600 $ 67,006

The Company recorded interest expense on notes payable in the amount of $339 and $2,682 for the six months ended
June 30, 2012 and 2011, respectively.

7

Edgar Filing: COMPETITIVE COMPANIES INC - Form 10-Q

18



Note 5 – Convertible Debentures

The Company has issued unsecured convertible promissory notes at various times from 2008 through 2012. During
the first six months of 2012, the Company issued convertible promissory notes totaling $151,000. The notes bear
interest at rates ranging from 8.0% to 12.5% per annum. The notes mature at various times through February 2013. As
of June 30, 2012, notes totaling $374,000 are past their maturity dates and are considered to be in default.

The principal balance of each note is convertible into shares of the Company’s common stock. The conversion terms of
each note can vary, but in general, the notes are convertible at a rate equal to a specified percentage (most range from
80% to 90%) of the Company’s average common stock closing price for a short period of time prior to conversion.
During the six-month period ended June 30, 2012, a total of $107,000 of these notes were converted to common stock,
leaving a remaining principal balance of $563,000 at that date.

Certain convertible promissory notes also carry detachable warrants. As of June 30, 2012, warrants to purchase
13,877,000 shares of the Company’s common stock were outstanding. The warrants have exercise prices ranging from
$0.003 to $0.021 per share and are exercisable for a two-year period from the grant date

In accordance with ASC 470-20 Debt with Conversion and Other Options, the Company recorded a discount of
$194,114 and $174,264 for the variable conversion feature and warrants issued in the six months ended June 30, 2012
and year ended December 31, 2011 respectively. The discounts will be amortized to interest expense over the term of
the debentures. The Company recorded $75,332 and $69,212 of interest expense pursuant to the amortization of the
note discounts during the six months ended June 30, 2012 and 2011, respectively.

In accordance with ASC 815-15, the Company determined that the variable conversion feature and the warrants and
shares to be issued represented embedded derivative features, and these are shown as derivative liabilities on the
balance sheet. The Company calculated the fair value of the compound embedded derivatives associated with the
convertible debentures utilizing a lattice model.

Note 6 – Derivative Liabilities

As discussed in Note 5 under Convertible Debentures, the Company issued convertible notes payable that provide for
the issuance of convertible notes with variable conversion provisions. The conversion terms of the convertible notes
are variable based on certain factors, such as the future price of the Company’s common stock. The number of shares
of common stock to be issued is based on the future price of the Company’s common stock. As of June 30, 2012, the
number of shares of common stock issuable upon conversion of promissory notes and warrants exceeds the Company’s
maximum number of authorized common shares. Due to the fact that the number of shares of common stock issuable
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exceeds the Company’s authorized share limit, the equity environment is tainted and all additional convertible
debentures and warrants are included in the value of the derivative. Pursuant to ASC 815-15 Embedded Derivatives,
the fair values of the variable conversion option and warrants and shares to be issued were recorded as derivative
liabilities on the issuance date.

The estimated change in the fair market value of the derivative liabilities totaled $74,050 for the six months ended
June 30, 2012.

Note 7 – Changes in Stockholders’ Equity (Deficit)

The Company has 500,000,000 authorized shares of common stock and 100,000,000 authorized shares of preferred
stock.

During the six-month period ended June 30, 2012, the Company issued 30,823,160 shares of common stock as a result
of conversion of $107,000 of convertible notes’ principal, plus accrued interest.

During the six-month period ended June 30, 2012, the Company issued 4,050,000 shares of common stock in
exchange for legal and consulting services.

During the six-month period ended June 30, 2012, the Company issued 2,627,808 shares of treasury stock and
common stock in exchange for a subscription payable of $34,620.

Note 8– Subsequent Events

In July 2012, the Company issued 12,045,455 shares of common stock as a result of conversion of $35,000 of
convertible notes’ principal.

8
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and plan of operations together with
our financial statements and related notes appearing elsewhere in this Quarterly Report. Various statements have been
made in this Quarterly Report on Form 10-Q that may constitute “forward-looking statements”. Forward-looking
statements may also be made in Competitive Companies, Inc.’s other reports filed with or furnished to the United
States Securities and Exchange Commission (the “SEC”) and in other documents. In addition, from time to time,
Competitive Companies, Inc. through its management may make oral forward-looking statements. Forward-looking
statements are subject to risks and uncertainties which could cause actual results to differ materially from such
statements. The words “believe,” “expect,” “anticipate,” “optimistic,” “intend,” “plan,” “aim,” “will,” “may,” “should,” “could,” “would,” “likely”
and similar expressions are intended to identify forward-looking statements. Readers are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date on which they are made. Competitive
Companies, Inc. (“CCI” or the “Company”) undertakes no obligation to update or revise any forward-looking statements.

Business

CCI is a Nevada corporation that acts as a holding company for its operating subsidiaries, as follows: (a) Competitive
Communications, Inc. (“Competitive Communications”), (b) CCI Residential Services Inc. (“CCI Residential”), (c)
Innovation Capital Management, Inc. (“ICM, Inc.”), a company that focuses on raising capital and developing joint
ventures and acquisitions, and (d) Innovation Capital Management, LLC (“ICM, LLC”), a company that focuses on
developing marketing relationships, (e) Wireless Wisconsin, LLC (“WW”), a company that provides web hosting,
dial-up, wireless and DSL Internet services to businesses and residents within various markets throughout Wisconsin
and the United States, (f) Wytec International, Inc., (“Wytec”) a currently non-operational company acquired on
November 8, 2011 which houses certain patents, and (g) Wylink, Inc., (“Wylink”) a subsidiary of Wytec International,
Inc. formed on March 9, 2012 in the state of Texas to develop a Registered Links Program, whereby we intend to sell
point to point links between two known gps coordinates that make up a part of a backhaul network feeding into a
microcell mobile broadband network.

The telecommunications products and services provided by us and our subsidiaries include web hosting, e-mail
services, dial-up, DSL and wireless internet services to rural residential and retail business users. It is our intention in
the future to include “mobile” 4G services to our current customers as well as expand to new customers beyond our rural
markets.

Overview of Current Operations

We continue to shift our focus to more contemporary revenue sources, such as, web hosting, dial-up, wireless and
DSL internet services with our most recent focus on Mobile 4G services utilizing LMDS as a backhaul solution.
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On November 8, 2011, the Company acquired Wytec International, Inc., a non-operational company that currently
owns five U.S. patents involved directly in LMDS. Though the patents would be considered unusable in the
Company’s current LMDS deployment, the Company intends to develop the technology for usage in future LMDS
network. Thus far, there have been no operations conducted with Wytec International, Inc. and the only current impact
on our statement of operations is from the acquisition, amortization and subsequent impairment of the intangible
assets.

On March 9, 2012, with the approval of the Board of Directors the Company formed a wholly owned subsidiary of
one of the Company’s wholly owned subsidiaries, Wytec International, Inc. under the laws of the State of Texas. The
entity, named “Wylink, Inc.”, was formed to develop a Registered Link Program, whereby we intend to sell point to
point “Links” between two coordinates making up a portion of our backhaul network subsequently feeding into our
microcell mobile broadband network. As of June 30, 2012, Wylink, Inc. had sold twelve (12) Registered Links for a
total of $300,000. The sale of our Registered Links are treated as customer deposits and booked as “deferred revenue”.
The Registered Link sales will be recognized as earned income when the microcell mobile broadband network
equipment can be acquired and placed into operation.

Management continues to seek mergers that will complement our business model and help us grow.

Result of Operations for the Six Months Ended June 30, 2012 and 2011

The operating results of the six month period ended June 30, 2011 have been restated for previously unrecognized
embedded derivative accounting treatment related to certain convertible promissory notes obtained in 2010 and 2011.
These restatements are reflected in the comparative data for the six months ended June 30, 2011.

9
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Revenues

Revenues for the six months ended June 30, 2012 was $38,894 compared to revenues of $68,304 for the six months
ended June 30, 2011. This resulted in a decrease in revenues of $29,410 or 43% due to the loss of market share to
competing companies from cellular and satellite based technologies. We are currently expanding our product lines to
increase our revenues through alternative means, such as, “mobile” 4G services and the establishment of a Registered
Links Program, whereby we intend to sell point to point links between two known GPS coordinates that make up a
part of a backhaul network feeding into a microcell mobile broadband network.

Cost of sales

Cost of sales for the six months ended June 30, 2012 was $32,116, an increase of $496, or 2%, from $31,620 for the
six months ended June 30, 2011. Our cost of sales increased primarily due to costs incurred in the preparation of our
forthcoming Registered Links Program from which we have not yet realized revenues.

Gross profit as a percentage of revenue

Gross profit as a percentage of revenue decreased from 54% from the six months ended June 30, 2011 to 17% for the
six months ended June 30, 2012. Gross profit as a percentage of revenue decreased due to our inability to reduce cost
of sales on the same scale as our reduction in revenues. Our fixed costs supporting the infrastructure of our web
hosting, e-mail services, dial-up, DSL and wireless internet services are unable to be reduced at the same rate our
revenues have declined.

General and Administrative expenses

General and administrative expenses were $431,883 for the six months ended June 31, 2012, as compared to $124,245
for the six months ended June 30, 2011. This resulted in an increase of $307,638 or 248%. The increase in our general
and administrative expenses was largely a result of developing new technologies that we expect will help increase
future revenues and due to increased costs associated with our accounting for embedded derivatives within our
convertible debentures and costs incurred in the acquisition of our wholly owned subsidiary, Wytec International, Inc.
and the related patent technologies.

Salaries and Wages
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Salary and wage expenses were $126,897 for the six months ended June 30, 2012, versus $142,484 of salary and wage
expenses for the six months ended June 30, 2011, which resulted in a decrease of $15,587, or 11%.

Depreciation

Depreciation expenses were $1,877 for the six months ended June 30, 2012, compared to $1,376 for the six months
ended June 30, 2011, resulting in an increase of $501, or 36%. The decrease is principally due to certain assets
reaching the end of their depreciable life cycle in 2011 and being replaced in 2012.

Bad Debts

Bad debts for the six months ended June 30, 2012 were $1,300 as compared to recoveries of $2,163 for the same
period in 2011, which resulted in an increase of $3,463 or 160%. Our increase in bad debts expense for the six months
ended June 30, 2012 was largely due to our revenues decreasing and the corresponding reduction of aged receivables
that we allow for in our allowance for doubtful accounts.

Net Operating (Loss)

The net operating loss for the six months ended June 30, 2012 was $555,179, compared to a net operating loss of
$229,258 for the six months ended June 30, 2011. This resulted in an increase of $325,921, or 142% when compared
to the same period of 2011. Our net operating loss increased primarily due to our increase in general and
administrative expenses related to increased costs associated with our accounting for embedded derivatives within our
convertible debentures and costs incurred in the acquisition of our wholly owned subsidiary, Wytec International, Inc.
and the related patent technologies.
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Interest expense

Interest expense for the six months ended June 30, 2012 was $92,521, compared to $85,394 for the six months ended
June 30, 2011. This resulted in an increase of $7,127, or 8% compared to the same period in 2011. The increase was
primarily due to our increased convertible debentures held during the six months ended June 30, 2012, compared to
the six months ended June 30, 2011.

Change in fair market value of derivative liabilities

Change in fair market value of derivative liabilities for the six months ended June 30, 2012 was $74,050 compared to
($54,628) for the six months ended June 30, 2011. The resulting difference of $128,678 was due to the change in fair
market value.

Net Loss

The net loss for the six months ended June 30, 2012 was $583,797, compared to a net loss of $369,280 for the six
months ended June 30, 2011. This resulted in an increased net loss of $214,517, or 58%, compared to the same period
in 2011. Our net loss increased primarily due to our increase in general and administrative expenses related to
increased costs associated with our accounting for embedded derivatives within our convertible debentures and costs
incurred in the acquisition of our wholly owned subsidiary, Wytec International, Inc. and the related patent
technologies.

Liquidity and Capital Resources

While we have raised capital to meet our working capital and financing needs in the past, additional financing will be
required in order to meet our current and projected cash requirements for operations. As of June 30, 2012, we had a
working capital (deficit) of ($1,613,927). Part of the working capital deficit is due to approximately $416,000 of
convertible and promissory notes payable that are currently in default and are classified as current liabilities in the
accompanying consolidated balance sheet. The company plans to remedy the defaults through conversions or through
repayments once future financing is secured.

During the six months ended June 30, 2012 the Company received a total of $151,000 from a total of two private
lenders in exchange for unsecured convertible promissory notes at various dates from April 26, 2012 through June 26,
2012. The convertible promissory notes carry a 12.5% and 8% interest rate and mature 179 days from the origination
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date at various dates between January 16, 2013 and February 23, 2013. The principal is convertible into shares of
common stock at the discretion of the note holder at a price equal to eighty percent (90%)  of the average closing price
of the Company’s common stock for the ten (10) trading days prior to the conversion date, or 110% of the average
closing price as of the Closing Date of the Note, whichever is greater.

We anticipate that we will incur operating losses in the next twelve months. Our revenues are not expected to exceed
our investment and operating costs in the next twelve months. Our prospects must be considered in light of the risks,
expenses and difficulties frequently encountered by companies in their early stage of operations. To address these
risks, we must, among other things, seek growth opportunities through investment and acquisitions, effectively
monitor and manage our claims for payments that are owed to us, implement and successfully execute our business
strategy, respond to competitive developments, and attract, retain and motivate qualified personnel. We cannot assure
that we will be successful in addressing such risks, and the failure to do so could have a material adverse effect on our
business prospects, financial condition and results of operations.

Satisfaction of our cash obligations for the next 12 months.

As of June 30, 2012, our cash balance was $126,331. Our plan for satisfying our cash requirements for the next twelve
months is through sales-generated income, sale of shares of our common stock, third party financing, and/or
traditional bank financing. We anticipate sales-generated income during that same period of time, but do not anticipate
generating sufficient revenue to meet our working capital requirements. Consequently, we intend to attempt to find
sources of additional capital in the future to fund growth and expansion through additional equity or debt financing or
credit facilities.

11
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Going concern.

Our condensed consolidated financial statements are prepared using accounting principles generally accepted in the
United States of America applicable to a going concern, which contemplate the realization of assets and liquidation of
liabilities in the normal course of business. We have incurred continuous losses from operations, have an accumulated
deficit of $6,745,077 and a working capital deficit of $1,613,927 at June 30, 2012, and have reported negative cash
flows from operations over the last five years. In addition, we do not currently have the cash resources to meet our
operating commitments for the next twelve months. The Company’s ability to continue as a going concern must be
considered in light of the problems, expenses, and complications frequently encountered by entrance into established
markets and the competitive nature of the industry in which we operate.

Our ability to continue as a going concern is dependent on our ability to generate sufficient cash from operations to
meet our cash needs and/or to raise funds to finance ongoing operations and repay debt. However, there can be no
assurance that we will be successful in our efforts to raise additional debt or equity capital and/or that our cash
generated by our operations will be adequate to meet our needs. These factors, among others, indicate that we may be
unable to continue as a going concern for a reasonable period of time.

Summary of product and research and development that we will perform for the term of our plan.

We are not anticipating significant research and development expenditures in the near future.

Expected purchase or sale of significant equipment.

We do not anticipate the purchase or sale of any significant equipment as such items are not required by us at this
time.

Significant changes in the number of employees.

As of June 30, 2012, we had five full-time employees. Currently, there are no organized labor agreements or
union agreements between us and our employees.
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Assuming we are able to pursue additional revenue through acquisitions and/or strategic alliances with other
companies we anticipate an increase of personnel and may need to hire additional employees. In the interim, we
intend to use the services of independent consultants and contractors to perform various professional services when
appropriate. We believe the use of third-party service providers may enhance our ability to control general and
administrative expenses and operate efficiently.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect
on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity,
capital expenditures or capital resources that are material to investors.

Recently Issued Accounting Standards

Recent Accounting Pronouncements

In December 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2011-12, “Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items out of
Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05.” This update defers the
requirement to present items that are reclassified from accumulated other comprehensive income to net income in both
the statement of income where net income is presented and the statement where other comprehensive income is
presented. The adoption of ASU 2011-12 is not expected to have a material impact on our financial position or results
of operations.
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Item 3. Quantitative and Qualitative Disclosure About Market Risk.

This item in not applicable as we are currently considered a smaller reporting company.

Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and Principal Accounting Officer, William Gray, has evaluated the effectiveness of our
disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as
amended) as of the end of the period covered by this report. Based on the evaluation, Mr. Gray concluded that our
disclosure controls and procedures are not effective in timely alerting him to material information relating to us
(including our consolidated subsidiaries) required to be included in our periodic SEC filings and ensuring that
information required to be disclosed by us in the reports we file or submit under the Act

is accumulated and communicated to our management, including our chief financial officer, or person performing
similar functions, as appropriate to allow timely decisions regarding required disclosure, for the following reasons:

•The Company does not have an independent board of directors or audit committee or adequate segregation of duties.
•All of our financial reporting is generated by our financial consultant.

•We do not have an independent body to oversee our internal controls over financial reporting and lack segregation of
duties due to the limited nature and resources of the Company.

We plan to rectify these weaknesses by implementing an independent board of directors and hiring additional
accounting personnel once we have additional resources to do so.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during our most recent fiscal
quarter that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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PART II – OTHER INFORMATION

Item 1. Legal Proceedings.

None

Item 2. Unregistered Sales of Equity Securities.

During the six-month period ended June 30, 2012, the Company issued 30,823,160 shares of common stock as a result
of conversion of $107,000 of convertible notes’ principal, plus accrued interest.

During the six-month period ended June 30, 2012, the Company issued 4,050,000 shares of common stock in
exchange for legal and consulting services.

During the six- month period ended June 30, 2012 the company issued 607,808 common stock in exchange for a
subscription payable of $5,490.

All of these shares were issued in reliance upon an exemption from the securities registration afforded by the
provisions of Section 4(2) and/or Regulation D as promulgated by the United States Securities and Exchange
Commission under the Securities Act of 1933, as amended.

Item 3. Defaults Upon Senior Securities.

There were no defaults on senior securities during the period ended June 30, 2012.

Item 4. Mine Safety Disclosures.
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Not applicable.

Item 5. Other Information.

On March 9, 2012, with the approval of the Board of Directors the Company formed a wholly owned subsidiary of
one of the Company’s wholly owned subsidiaries, Wytec International, Inc. under the laws of the State of Texas. The
entity, named “Wylink, Inc.”, was formed to develop a Registered Links Program, whereby we intend to sell point to
point links between two known gps coordinates that make up a part of a backhaul network feeding into a microcell
mobile broadband network

14
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Item 6. Exhibits.

Exhibit
No. Description

31.1 Certification of Principal Executive Officer, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002 *

31.2 Certification of Principal Financial Officer, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section
302 of Sarbanes-Oxley Act of 2002 *

32.1 Certification of Principal Executive Officer, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002 *

32.2 Certification of Principal Financial Officer, pursuant to 18 U.S.C. 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002 *

101.INS XBRL Instance Document.**

101.SCH XBRL Schema Document.**

101.CAL XBRL Calculation Linkbase Document.**

101.DEF XBRL Definition Linkbase Document.**

101.LAB XBRL Labels Linkbase Document.**

101.PRE XBRL Presentation Linkbase Document.**

* Filed herewith.

**Pursuant to Rule 405(a)(2) of Regulation S-T, the Company will furnish the XBRL Interactive Data Files with
detailed footnote tagging as Exhibit 101 in an amendment to this Form 10-Q within the permitted 30-day grace period
granted for the first quarterly period in which detailed footnote tagging is required.

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.

COMPETITIVE COMPANIES, INC.
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Company Name

By:/s/ William H. Gray
William H. Gray
Chief Executive Officer

Date: August 17, 2012
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