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SMITH MICRO SOFTWARE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR EACH OF THE THREE YEARS
IN THE PERIOD ENDED DECEMBER 31, 2007

As of March 11, 2008, assuming every eligible holder of unexercised options granted under the Plans during the period in question
were to accept a rescission offer, we estimate the total cost to us to complete the rescission for the unexercised options would not be
material to our financial condition.

19. SUBSEQUENT EVENTS

Acquisition of the Mobile Solutions Group of PCTEL, Inc.
    
On December 10, 2007 Smith Micro entered into an Asset Purchase Agreement with PCTEL, Inc. pursuant to which Smith Micro
agreed to acquire substantially all of the assets of PCTEL relating to PCTEL’s Mobility Solutions Group. The acquisition was
completed on January 4, 2008. Pursuant to the terms of the Asset Purchase Agreement, Smith Micro paid $59.7 million in cash to
PCTEL at the closing.

Restricted Stock Grant.

In connection with the acquisition of the Mobile Solutions Group of PCTEL, Smith Micro issued 169,000 shares of Restricted Stock
with a value of $1.3 million which vest over four years.
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SMITH MICRO SOFTWARE, INC. AND SUBSIDIARIES

SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS
FOR EACH OF THE THREE YEARS
IN THE PERIOD ENDED DECEMBER 31, 2007
(In thousands)
                 
      Additions       
  Balance at  charged to      Balance at
  beginning of  costs and      end of
  period  expenses  Deductions  period
Allowance for doubtful accounts and other adjustments

(1):                 
2007  $ 500  $ 574  $ (390)  $ 684 
2006   439   468   (407)   500 
2005   137   573   (271)   439 

 

(1)  Other adjustments relate principally to sales returns.
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EXHIBIT INDEX
     
Exhibit     
No.  Title  Method of Filing
     
2.1

 

Agreement and Plan of Merger, dated April 3, 2006,
by and among Smith Micro Software, Inc., Tag
Acquisition Corporation, Tag Acquisition
Corporation II, Photags, Inc., Harry Fox, and certain
stockholders of Photags, Inc.  

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed on April 7, 2006

     
2.2

 

Agreement and Plan of Merger, dated January 31,
2007, by and among Smith Micro Software, Inc.,
TEL Acquisition Corp., Ecutel Systems, Inc., John J.
McDonnell, Jr. and certain stockholders of Ecutel
Systems, Inc.  

Incorporated by reference to Exhibit 2.1 to the Registrant’s Current
Report on Form 8-K filed on February 6, 2007.

     
2.3

 

Asset Purchase Agreement, dated February 11, 2007,
by and among Smith Micro Software, Inc., IS
Acquisition Sub, Inc., Insignia Solutions plc, Insignia
Solutions Inc. and Insignia Solutions AB.  

Incorporated by reference to Exhibit 2.2 to the Registrant’s Current
Report on Form 8-K filed on February 13, 2007.

     
2.4

 

Amendment to Asset Purchase Agreement, dated
April 4, 2007, by and among Smith Micro Software,
Inc., IS Acquisition Sub, Inc., Insignia Solutions plc,
Insignia Solutions Inc., Insignia Solutions AB and
Insignia Asia Corporation.  

Incorporated by reference to Exhibit 2.3 to the Registrant’s Current
Report on Form 8-K filed on April 4, 2007.

     
2.5

 

Asset Purchase Agreement, dated November 12,
2007, by and among Smith Micro Software, Inc., E
Frontier Acquisition Corporation, e frontier, Inc., and
e frontier America, Inc.  

Incorporated by reference to Exhibit 2.3 to the Registrant’s Current
Report on Form 8-K filed on November 15, 2007.

     
2.6

 

Amendment to Asset Purchase Agreement, dated
November 12, 2007, by and among Smith Micro
Software, Inc., E Frontier Acquisition Corporation, e
frontier, Inc., and e frontier America, Inc.  

Incorporated by reference to Exhibit 2.5 to the Registrant’s Current
Report on Form 8-K filed on December 6, 2007.

     
2.7

 

Asset Purchase Agreement, dated December 10,
2007, by and between Smith Micro Software, Inc.
and PCTEL, Inc.  

Incorporated by reference to Exhibit 2.6 to the Registrant’s Current
Report on Form 8-K filed on December 11, 2007.

     
3.1

 
Amended and Restated Certificate of Incorporation of
the Registrant.  

Incorporated by reference to Exhibit 3.1 to the Registrant’s
Registration Statement No. 33-95096.

     
3.1.1

 
Amendment to the Amended and Restated Certificate
of Incorporation of the Registrant.  

Incorporated by reference to Exhibit 3.1.1 to the Registrant’s
Quarterly Report on Form 10-Q for the period ended June 30, 2000.

     
3.1.2

 

Certificate of Amendment to Amended and Restated
Certificate of Incorporation of Registrant as filed
August 18, 2005 with Delaware Secretary of State  

Incorporated by reference to Exhibit 3.1.2 to the Registrant’s
Annual Report on Form 10-K for the period ended December 31,
2005.
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3.2

 
Amended and Restated Bylaws of the Registrant.

 
Incorporated by reference to Exhibit 3.2 to the Registrant’s
Registration Statement No. 33-95096.

     
3.3

 
Certificate of Amendment of Amended and Restated
Bylaws of Smith Micro Software, Inc.  

Incorporated by reference to Exhibit 3.3 to the Registrant’s Current
Report on Form 8-K filed on October 31, 2007.

     
4.1

 
Specimen certificate representing shares of Common
Stock of the Registrant.  

Incorporated by reference to Exhibit 4.1 to the Registrant’s
Registration Statement No. 33-95096.

     
10.1

 
Form of Indemnification Agreement.

 
Incorporated by reference to Exhibit 10.1 to the Registrant’s
Registration Statement No. 33-95096.

     
10.2*

 

1995 Stock Option/Stock Issuance Plan as Amended
and Restated through February 7, 2001.

 

Incorporated by reference to the Appendix attached to the Definitive
Proxy Statement for the 2001 Annual Meeting of Stockholders filed
on April 27, 2001.
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Exhibit     
No.  Title  Method of Filing
10.3*

 
Amended and Restated 2005 Stock Option / Stock
Issuance Plan  

Incorporated by reference to Exhibit 10.7 to the Registrant’s
Registration Statement on Form S-8 (Reg. No. 333-149222).

     
10.4 †

 

Master Software License and Distribution Agreement
(Contract No. 220-00-0134) effective as of
December 1, 2000, between Cellco Partnership (d/b/a
Verizon Wireless) and the Registrant  

Incorporated by reference to Exhibit 10.1 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30,
2003.

     
10.4.1†

 

Amendment of Master Software License and
Distribution Agreement (Contract No. 220-00-0134)

 

Incorporated by reference to Exhibit 10.1.1 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30,
2003.

     
10.4.2†

 

Amendment No. 2 to the Master Software License
and Distribution Agreement (Contract No. 220-00-
0134)  

Incorporated by reference to Exhibit 10.1.2 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30,
2003.

     
10.5*

 

Letter Agreement, dated June 13, 2005, by and
between Smith Micro Software, Inc. and Andrew
Schmidt  

Incorporated by reference to Exhibit 10.5 to the Registrant’s Current
Report on Form 8-K filed on November 30, 2006.

     
10.6*

 

Employment Agreement dated April 9, 1999 by and
between Smith Micro Software, Inc. and William
Wyand.  

Incorporated by reference to Exhibit 10.6 to the Registrant’s Current
Report on Form 8-K filed on November 30, 2006.

     
10.7*

 

Employment Agreement effective as of January 4,
2008 by and between Smith Micro Software, Inc. and
Biju Nair  

Incorporated by reference to Exhibit 10.7 to the Registrant’s Current
Report on Form 8-K filed on January 9, 2008.

     
10.8*

 

Management Retention Agreement effective as of
January 4, 2008 by and between Smith Micro
Software, Inc. and Biju Nair  

Incorporated by reference to Exhibit 10.7 to the Registrant’s Current
Report on Form 8-K filed on January 9, 2008.

     
14.1

 
Code of Ethics

 
Incorporated by reference to Exhibit 14.1 to the Registrant’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2003.

     
14.1.1

 
Attachment 1 to Code of Ethics

 
Incorporated by reference to Exhibit 14.1 to the Registrant’s Annual
Report on Form 10-K for the fiscal year ended December 31, 2003.

     
21.1  Subsidiaries  Filed Herewith
     
23.1

 
Consent of Independent Registered Public
Accounting Firm.  

Filed herewith

     
31.1

 
Certification of the Chief Executive Officer pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002  

Filed herewith

     
31.2

 
Certification of the Chief Financial Officer pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002  

Filed herewith
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32.1

 

Certifications of the Chief Executive Officer and the
Chief Financial Officer pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002  

Furnished herewith

 

*  Indicates management contract or compensatory plan or arrangement.
 

†  Confidential treatment has been granted with respect to certain confidential portions of this exhibit pursuant to Rule 24b-2 under
the Securities Exchange Act of 1934, which confidential portions have been omitted from the exhibit and filed separately with
the Securities and Exchange Commission

 




