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FORWARD-LOOKING STATEMENTS

The statements contained in this Report on Form 10-K that are not purely historical are 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, including
statements regarding our expectations, beliefs, intentions or strategies regarding the future. Words such as anticipates, expects, intends, plans,

believes, seeks, estimates and similar expressions identify such forward-looking statements. These forward-looking statements are subject to
risks and uncertainties that could cause actual results to differ materially from those indicated in the forward-looking statements. These are
statements that relate to future periods and include, but are not limited to, statements relating to anticipated features and benefits of our current
products and services and those that we intend to offer in the future; anticipated customer demand for features and benefits provided by our
products and services; the impact on our business from our new consumer technology support initiative; our industry and trends, such as the
changing competitive landscape as a result of growing complexity in technologies; our strategy and components of our strategy, including our
intentions to expand internationally and the potential international market opportunities for our solutions, to strengthen our indirect channels, our
plan to establish new strategic relationships and our product development and service offering strategies and future plans; our anticipated
competition with respect to our consumer offering; the development of our professional services organization; our strategic alliances and
distribution relationships; expected results, cash flows and expenses, including those related to sales and marketing, research and development
and general and administrative; expected revenue and sources of revenue; anticipated mix of revenue; expected impact, if any, of legal
proceedings; expected seasonality in our business; the adequacy of liquidity and capital resources; the growth in business and operations; and the
effect of recent accounting pronouncements. Factors that could cause actual results to differ materially from those predicted, include but are not
limited to, our dependence on a small number of relatively large orders, our ability to attract and retain customers for existing and new services
and to achieve adoption and acceptance of our products and services, the ability of our products and service offerings to achieve market
penetration, our ability to use or integrate third-party technologies and to expand infrastructure to meet the demand for our services, our ability
to expand internationally, our ability to attract and retain key employees, our ability to control expenses, the success of our strategic
relationships, lack of renewals or payments for license agreements, the impact of international conflict and continued economic downturns in
either domestic or foreign markets and the resulting changes in the amount of technology spending by customers and prospects, the effects of
ongoing litigation, the rapid pace of technological change and the strength of competitive offerings and our ability to address our material
weakness in our internal control over financial reporting. Additional factors, which could cause actual results to differ materially, include those
set forth in the following discussion, and, in particular, the risks discussed in Item 1A, Risk Factors. These forward-looking statements speak
only as of the date hereof. Unless required by law, we undertake no obligation to update publicly any forward-looking statements.
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PART I

ITEM 1. BUSINESS.

Overview

SupportSoft is a leading provider of software and services that automate the resolution of technology problems. Our solutions reduce
technology support costs, improve customer satisfaction and enable new revenue streams for organizations worldwide. We recently expanded
our offerings and now provide technology support directly to consumers.

Our corporate customers are digital service providers (telecommunications and cable companies) and corporate I'T departments. Digital service
providers use our products to automate the installation, activation and verification of broadband services, to reduce the cost and improve the
quality of support for customers, to enable the remote management of devices located at customer premises, and to provide value-added services
to consumers. Corporate IT departments and managed service providers (IT outsourcing firms) use our software to improve the
cost-effectiveness and efficiency of their support through an integrated portfolio of proactive service, self service and assisted service
capabilities.

In the second half of 2006, we announced a new offering to address the consumer technology support market. This offering is an extension of
our traditional business and relies upon our products, technology and expertise in technology problem resolution. The new offering provides
computer problem resolution for consumers over the phone and the Internet. We offer our consumer technology support services through
www.support.com and through consumer-facing companies such as PC manufacturers and digital service providers.

Industry Background

Technology has become a fundamental part of everyday life. Devices such as personal computers, cellular phones, personal digital assistants,
digital cameras and home networks, and digital services such as high speed data, video over DSL (IPTV) and voice over Internet Protocol
(VoIP), are increasingly common. As technology has become more prevalent, technology problems, whether with individual devices or systems
incorporating multiple devices, have proliferated. As a result, we believe the need for efficient and effective technology support, both inside and
outside the workplace, has become pressing.

For digital service providers, the availability of high speed data, IPTV and VolP services, often refered to as triple play, has changed the
competitive dynamics worldwide. We expect these dynamics to change further and grow in complexity as wireless services grow in popularity
and triple play evolves to multi-play. The change in the competitive landscape that triple play has wrought causes digital service providers to
offer a broader and more complex range of services. With these services has come a growing number of technology problems for subscribers,
which we believe digital service providers must address efficiently and effectively to succeed in the marketplace.

Inside the enterprise, corporate IT departments are tasked with managing, supporting and servicing an expanding array of technologies used by
employees. This challenge, combined with a redefinition of the workplace to include the office, the home and any point between, has made
keeping the enterprise secure from virus attacks, maintaining business critical applications and responding to end-user requests for assistance an
increasingly difficult and expensive task.

The traditional approach that organizations have embraced to address these challenges relies upon call centers and help desks resolving problems
in a largely manual fashion. This approach to meeting technology support needs has been ineffective for many organizations, given its costly
and time-intensive nature. This approach has also been inadequate for consumers, who require an increasing amount of assistance to manage the
technology that now pervades their lives.
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Strategy

SupportSoft is a leading provider of support automation solutions, supplying companies worldwide with technology designed to facilitate the
identification, diagnosis and resolution of technology-related problems. Our strategy includes the following initiatives:

Enter Consumer Technology Support Market

Based on our own research and the success of early market entrants, we believe there is an opportunity to provide fee-based technology support
to consumers. We also believe that our products, technology and expertise in technology problem resolution equip us well to participate in this
market. To capitalize on this opportunity, we are offering technology support to consumers over the phone and the Internet through
www.support.com. We are also offering hosted consumer technology solutions through consumer-facing partners such as PC manufacturers and
digital service providers.

Expand Internationally

Historically, our presence in international markets has been limited, and we believe we have an opportunity to expand our international business.
We believe the digital service provider market overseas represents a growth opportunity for us. We also believe that there are opportunities for
our solutions in corporate IT departments overseas that we have not previously addressed. We have recently expanded our sales efforts
internationally to address these international opportunities.

Strengthen Indirect Channels to Market

We are seeking to strengthen and expand relationships with key hardware and services companies who provide complementary products or
services. We have established relationships with a number of consumer premises equipment (CPE) manufacturers and managed service
providers. We plan to enhance existing relationships and establish new ones to broaden our routes to market.

Deliver Packaged Solutions

We have traditionally offered comprehensive solutions with extensive feature sets. While these solutions can provide substantial value, they also
require significant implementation effort. In our next generation of products and services, we are tailoring our offerings to include targeted
solutions with shorter implementation cycles designed to achieve accelerated return on investment. We believe these packaged offerings can
expand the addressable market for our solutions.

Enhance Digital Service Provider Solutions

The triple play of high speed data, IPTV and VoIP services is changing the dynamics of the digital service market worldwide. We believe that
service providers are looking for proven solutions which can enable them to deal with the complexities of installation, activation, verification,
management and on-going support of these services for new and existing subscribers. We are enhancing our existing products and developing
new products to help digital service providers address a number of the key challenges related to supporting these new services. These products
are being designed to provide value to both established firms and emerging providers.

Enhance Solutions for Corporate IT Departments

As corporate IT departments and managed service providers face the ever increasing complexities of supporting remote and mobile workforces
with a wide variety of new technologies, our proven solutions can both reduce cost and improve effectiveness through automation. We are
enhancing our existing
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products and developing new products to help corporate IT departments and managed service providers address a number of key challenges.
These products are being designed to provide value to enterprises of many sizes.

Products

For corporate customers, we offer a number of products suitable for both digital service providers and corportate IT departments. We also offer
certain products targeted specifically at digital service providers. We have recently introduced solutions for the consumer technology support
market that build upon our established offerings.

Products that are suitable for both for digital service providers and corporate IT departments include the following:

Desktop Agent. The SupportSoft agent is a desktop application that identifies, diagnoses and corrects potential problems
prior to their impact on a user. Additionally, should a user need to call a customer service representative or help desk
analyst, the SupportSoft agent provides permission-based tools for speeding the call by transferring system level
information to the analyst electronically. For digital service providers, this product can diagnose and resolve
connectivity and email issues as well as other common problems that are faced by high-speed data subscribers. For
corporate IT departments, this product also supports the proactive resolution of problems through the delivery of
updates to desktops.

Self-Service Suite. ~ Self-Service Suite is an integrated set of products designed to bring together knowledge automation
capabilities and service request management capabilities to support users who require web-based answers to
technology-related issues, automated fixes to technology problems, or the ability to submit requests for assistance.
The Self-Service Suite includes the SupportSoft Knowledge Center and RequestAssist products described below.

Intelligent Assistance Suite. Intelligent Assistance Suite is an integrated set of products designed to provide technical
support representatives with a full set of capabilities to speed problem resolution. The Intelligent Assistance

Suite includes the SupportSoft Knowledge Center, AnalystAssist, RemoteAssist, LiveAssist and Email Assist products
described below.

Knowledge Center. Knowledge Center is designed to automate the real-time creation, publication and management of
knowledge-based content for technology problem resolution. Users can benefit from Knowledge Center solutions
through their ability to quickly access personalized, self-service answers online, including access to automated

one-click-fixes. Analysts can benefit from Knowledge Center software through functionality that allows them to
access a rich repository of knowledge to speed problem resolution, including both structured and unstructured data.
Knowledge Center content can be used to create consumer or employee facing self-service portals and/or call center or
help desk facing content.

RequestAssist. RequestAssist is designed to manage the complete lifecycle of request management, from identification
through resolution. A Web-based interface lets end-users quickly create, submit or check the status of typical requests
and incidents. RequestAssist incorporates capabilities to support rules-based escalation of requests to the appropriate

analysts, as well as automated notification of such escalations via the Web or email.

RemoteAssist. RemoteAssist is designed to enable analysts to remotely take control of a user s computer to speed
problem resolution. By remotely managing and controlling a device, an analyst can diagnose problems in detail. This
may include identifying whether the problem is at the application, hardware or operating system level, determining the
necessary action to resolve the problem and implementing the resolution. No complex software installation or re-boot
of the computer is typically required and a complete audit trail of all remote sessions is retained to expedite resolution
should the problem be encountered again.
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LiveAssist. LiveAssist is designed to provide call center organizations and IT help desks with a full set of chat
capabilities. LiveAssist allows users and analysts to communicate directly with each other with a scalable, real-time
chat solution enhanced by Web-push capabilities and access to relevant content.

EmailAssist. EmailAssist is designed to provide call center organizations and IT help desks with tools to support e-mail
support channels. Email Assist enables analysts to create e-mail responses faster by leveraging standard content and
also manages the escalation of e-mail created tickets.

AnalystAssist. AnalystAssist is designed to provide call center organizations and IT help desks with a comprehensive
set of diagnostic and problem resolution tools to solve technical problems remotely, without requiring on-site support.
AnalystAssist also provides analysts with full visibility into the diagnostic tests performed, the tools used and the
solutions provided to resolve the problem. AnalystAssist can be used by analysts during chat sessions using our
LiveAssist product and during telephone sessions as well as in combination with our RemoteAssist product.

Products targeted specifically at digital service providers include:

SmartAccess. SmartAccess is designed to automatically determine if a subscriber s computing system qualifies for a
broadband connection and, if so, enable self-installation of high-speed data service while providing a platform for the
qualification, notification, installation, management and support of additional services. SmartAccess automates these
front-end processes to enable auto-provisioning of services.

ServiceGateway. ServiceGateway is designed to automate CPE configuration activities, such as firmware upgrades.
ServiceGateway also enables analysts to take remote control of CPE devices, such as routers or gateways, to diagnose
and solve problems on a one-to-one basis.

ServiceVerify. ServiceVerify is designed to enable digital service providers to automatically verify the successful
installation, activation and ongoing operations of high-speed data, IPTV and VolP services. ServiceVerify provides
tools and service information to the service technician and dispatcher as well as the analyst. ServiceVerify can help
technicians determine that the work has been performed correctly and the customer has access to all the services
ordered before the technician leaves the job. ServiceVerify also provides analyst tools designed to rapidly diagnose
and resolve problems when a customer calls with a service-related problem.

Service Automation Suite for Video. Developed in conjunction with Scientific-Atlanta (a Cisco company), Service
Automation Suite for Video can improve the way broadband cable service providers deliver high quality video
services to their customers and enhance the consumer experience for digital cable delivery, while enabling
customer-facing personnel such as installers, dispatchers and analysts to more effectively and efficiently uncover and
resolve customer issues and problems.

Under the brand name of support.com, we currently offer technology support services directly to consumers. We offer these services through
our outsourced North American Solution Center, currently staffed with 25 solutions engineers. These technical support professionals provide
services over the telephone and the Internet, using our software solutions to identify, diagnose and resolve problems. Key features of our
consumer technology support services are the following: (1) our services are provided remotely, with technical experts available over the phone
and the internet rather than through in-home or in-store appointments; (2) our services leverage our proprietary technology which is protected by
eight patents; and (3) our services leverage our extensive knowledgebase of solving technology problems for digital service providers and

corporate IT departments. Service offerings on support.com include:

Comprehensive Problem Resolution. Our Comprehensive Problem Resolution service is designed to assist consumers with
a wide range of computer-related problems. Our solutions engineers use our technology to remotely identify,
diagnose and resolve technical problems and to answer questions that customers have about their computers and
related devices.
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System Tune-Up. Our System Tune-Up service is designed to enhance the performance of computers. Our agents use
our technology to remotely perform various tasks such as optimizing computer settings, removing unnecessary
programs and content, and re-organizing and compacting computer hard disk contents. This results in faster computer
processes including computer start-up and shut-down, loading of programs and internet browsing as well as increased
disk space.

Virus and Spyware Removal. Our Virus and Spyware Removal service is designed to eradicate malicious software that
may impact computer performance and threaten the consumer s data. Our agents use technology to remotely scan,
identify and remove viruses and spyware and offer suggestions for continued protection.

Security Audit. Our Security Audit service is designed to protect a computer from hackers and malicious software. Our
agents use our technology to remotely perform various tasks such as configuring Internet firewalls, closing security
holes in the operating system, and verifying that antivirus and anti-spyware software is installed and current.

Windows Vista Upgrade Assessment. Our Windows Vista Upgrade Assessment service is designed to help determine if a
computer can be upgraded to Microsoft Windows Vista as well as to recommend the most appropriate version of the
new operating system. In addition, our agents can answer customer questions about Windows Vista.

Digital Camera Training and Setup. Our Digital Camera Training and Setup service is designed to help consumers connect,
manage and share digital photos. Our agents assist consumers with installing and configuring digital camera, photo
management and photo editing software. Our agents also train consumers how to transfer digital photos from the
camera to the computer, share pictures over the Internet and obtain prints from online photo processing services.

MP3 Player Training and Setup. Our MP3 Player Training and Setup service helps consumers learn how to transfer,
download and organize digital music and audio books. Our agents assist consumers with installing and configuring
software to connect an MP3 player to a computer, download music from an Internet music site, copy music from a CD
to a computer, and organize music.

In addition to providing services through support.com, we also license technology solutions to partners for their use in providing services to
consumers. These consumer technology solutions are delivered to partners on a hosted basis for use by the partner s call center agents. System
Tune-Up is currently available for license and the Virus and Spyware Removal service is expected to be available for license in the second
quarter of 2007.

Technology

Our software provides self-healing capabilities designed to identify, diagnose and correct potential problems prior to their impact on the user. If
a user does require assistance, our products are designed to provide an integrated approach to escalating the problem to either self-service
web-based portals or to analysts who use our products to deliver the appropriate resolution to the problem. Many of our products have been
architected to function on a common software platform which is based on a set of patented technologies.

Our technology is designed to enable our products to be extended and easily adapt to, and integrate with, varying software environments. Our
solutions support a high degree of scalability using industry standard web server infrastructure and datacenter practices such as load balancing,
clustering and data partitioning. Our products are web-based and provide similar functionality on a variety of web servers, application servers,
operating systems and databases. The product architecture has been used in implementations that scale to several million endpoints. Common
services such as user and group management, user-based security, user interface navigation, database access, extensible markup language
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handling, reporting and integration are shared by many of our products, allowing for faster product development.
Sales and Marketing

We maintain a worldwide sales organization to reach digital service providers and corporate IT departments. Our sales organization is managed
geographically in three regions: the Americas; Europe, the Middle East and Africa; and Asia/Pacific. Within regions, some sales representatives
sell specifically to digital service providers, some to corporate IT departments, and some to both.

The marketing organization works closely with the sales organization to create programs which build awareness of our solutions. The marketing
organization uses a wide range of programs to build market awareness, including relationships with industry analysts, direct mail and
relationship marketing programs, business and trade press tours, and participation in industry-specific trade shows. The marketing organization
also creates collateral for the sales process.

For our consumer offerings, our customer acquisition program is currently focused on online marketing, primarily search, banners and viral
programs, and terrestrial radio, as well as public relations activities. We expect to expand our marketing activities as our consumer offering
evolves. We have a consumer business development organization that establishes and manages relationships with partners through whom we
make our consumer offerings available.

Customers

Representative digital service providers who have purchased our products and services include: Belgacom, BellSouth, Bharti, Casema, Carphone
Warehouse (Talk Talk), Charter, Comcast, Cox, Essent Kabelcom, FastWeb, KPN, Ono, Portugal Telecom, TDC Kabel, TDC Solutions, TDC
Switzerland, TeliaSonera, Time Warner Cable, UPC Broadband, Verizon, and other service providers worldwide. Representative companies that
have licensed SupportSoft software for corporate IT operations and customer support requirements include: ADP, Bank of America, BT,
Kimberly-Clark, Lockheed Martin, Marriott, Northrop Grumman, Sony Electronics, Symantec, Thomson Financial and Trend Micro.
Representative managed service providers that have purchased our products to provide outsourced services to enterprises include: CGI, CSC,
CompuCom, EDS and IBM.

Alliances

We establish alliances with other companies to expand the reach of our sales and marketing efforts. We incorporate products from other
companies, such as search engines, where we believe they will enhance the functionality of our products.

We work closely with CPE manufacturers and maintain an interoperability laboratory to test their hardware products against standards
developed by the DSL Forum. Certain of these firms resell our products to digital service providers.

We have formed relationships with managed service providers that represent a customer base as well as a delivery option for our products. We
have developed relationships with managed service providers, including CGI, CSC, CompuCom, EDS and IBM to address customer demand for
outsourced IT services.

We have formed relationships with consumer facing companies in order to expand the reach of our consumer offerings. We have relationships
with a large personal computer manufacturer and a European digital service provider in which such firms use our System Tune-Up solution to
provide computer performance enhancement services to consumers. We have also established referral and affiliate programs which provide fees
to third parties referring consumers to support.com.

12
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Global Services

Our Global Services organization provides best practice solutions tailored to support our customers in maximizing value from our products. Our
services capabilities are divided into five core areas with the goal of guiding the customer through a successful deployment:

e Project Planning and Management. Builds comprehensive project plans in coordination with customers and
partners with a goal of ensuring that budget, timeline and quality objectives are achieved.

e Design and Implementation. Provides architectural solution design, product integration and deployment services.
e Education. Trains customers and alliance partners in the design, implementation and support of our products.

e Customer Support. Responds to design, feature and deployment questions. We use our own software to provide
an Internet support portal, titled ExpertExchange, in providing support to our customers. Under our standard
maintenance contracts, our customers also receive generally available patches, enhancements and updates to the
products they have purchased.

e Strategic Services. Educates customers on best practices for supporting and servicing users and moving from
traditional support processes to more automated approaches.

Research and Development

We devote a substantial portion of our resources to developing new and enhanced versions of our support automation software, conducting
product testing and improving our core technologies. Fundamental to our research and development strategy are rapid product development
cycles, continuous improvement and customer feedback. We have created customer advisory councils with representatives from our customers
to formalize this input. We use our own products in providing support to both corporate customers and consumers, thereby gaining real-time
knowledge and experience with our own products.

Research and development expense was $9.2 million in 2006, $11.2 million in 2005, and $9.7 million in 2004.
Intellectual Property

As of December 31, 2006, we had eight patents in the United States. We also hold patents in China, Singapore and Israel and have a number of
patent applications pending in other foreign jurisdictions. We may or may not seek additional patents in the future. We do not know if our
current patent applications or any future patent application will result in a patent being issued with the scope of the claims we seek, if at all.
Also, we do not know whether any patents we have or may receive will be challenged or invalidated. It is difficult to monitor unauthorized use
of technology, particularly in foreign countries where the laws may not protect our proprietary rights as fully as in the United States, and our
competitors may develop technology that competes with ours but nevertheless does not infringe our intellectual property rights.

‘We maintain a number of trademarks and service marks associated with our business.

We rely on a combination of copyright, trade secret, trademark and contractual protection to establish and protect our proprietary rights that are
not protected by patent. We also enter into confidentiality agreements with our employees and consultants involved in product development. We
routinely require our employees, customers and potential business partners to enter into confidentiality agreements before we will disclose any
sensitive aspects of our business. Also, we require employees to agree to assign and
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surrender to us any proprietary information, inventions or other intellectual property they generate or come to possess while employed by us.
These precautions may not prevent misappropriation or infringement of our intellectual property.

Competition

We compete in markets that are highly competitive, subject to rapid change and significantly affected by new product introductions and other
market activities of industry participants. Although we do not believe there is one principal competitor for all aspects of our offerings, we do
compete with a number of other vendors.

Companies we encounter in competing for corporate customers include a broad range of publicly-traded and privately-held companies. In our
digital service provider business, we compete with Motive, NGB, Fine Point Technologies, 2Wire, Alcatel, Motorola and Siemens. In our
corporate IT business, our principal competition comes from companies such as ATG, BMC, CA, eGain, Hewlett Packard, Talisma, Kana,
Knova and RightNow. In addition, we expect that internally developed applications will continue to be a significant source of competition in the
foreseeable future. We believe that the principal competitive factors for our corporate offerings include the following:

e Breadth and depth of product functionality;

e Demonstrated customer success and return on investment;
e Scalability of platform and integrated architecture;

e Quality, performance and reputation of solutions;

e Pricing;

e Implementation services and support; and

Product innovation.

We believe that we presently compete favorably with respect to each of these factors. However, the markets for our products are still rapidly
evolving, and we may not be able to compete successfully against current and potential competitors. Our ability to expand our business will
depend on our ability to maintain our technological advantage, introduce timely enhanced products to meet growing support needs, deliver
on-going value to our customers and scale our business. Our potential competitors may have longer operating histories, significantly greater
financial, technical and other resources, stronger strategic alliances or greater name recognition than we have. Competition in our markets could
reduce our market share or require us to reduce the price of products and services, which could harm our business, financial condition and
operating results.

As we enter the market for consumer technology support, we expect to compete against a set of competitors different than the competitors
against whom we have historically competed, including retailers offering on-site technology support services, companies offering online
technology support services and companies offering local technology support services. Principal competitive factors in this market include
breadth and depth of service offerings; quality of the consumer experience; pricing; brand recognition; and relationships with industry
participants. Certain of our competitors in this market have longer operating histories, significantly greater financial, technical and other
resources, stronger strategic alliances or greater name recognition than we have.

11
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Employees

As of December 31, 2006, we had 278 full-time employees and 34 contractors for total full-time equivalent headcount of 312. None of our
employees are covered by collective bargaining agreements. We believe our relations with our employees are good.

Executive Officers

Our executive officers and their ages as of March 10, 2007 are:

Name Age Position

Josh Pickus 45 President and Chief Executive Officer

Ken Owyang 43 Chief Financial Officer, and Senior Vice President of Finance and Administration
Michael Sayer 55 Senior Vice President of Worldwide Sales

Robert Barnum 45 Senior Vice President of Global Services

Josh Pickus. Mr. Pickus has served as President, Chief Executive Officer and as a director of SupportSoft since April
2006. Mr. Pickus served as Senior Vice President and General Manager of the Clarity Division of Computer
Associates, Inc., an IT management software company, from August 2005 until April 2006. From November 1999
until August 2005, Mr. Pickus held various executive positions at Niku Corporation, an IT governance software
company, including President and Chief Executive Officer from November 2002 until August 2005, Chief Financial
Officer from April 2001 to October 2002, and President of Vertical Markets from November 1999 to March 2001. Mr.
Pickus holds a Bachelor of Arts from Princeton University and a Juris Doctor from University of Chicago School of
Law.

Ken Owyang. Mr. Owyang has served as Chief Financial Officer and Senior Vice President of Finance and
Administration since March 2006. Mr. Owyang served as Interim Chief Financial Officer from January to March
2006, and as Vice President of Finance of SupportSoft from November 2004 to January 2006. Mr. Owyang provided
consulting services to SupportSoft from April 2004 to November 2004. From May 2003 until April 2004, he was an
independent financial consultant to private and public companies. From November 1997 until February 2002,

Mr. Owyang was employed by Marimba, Inc, an enterprise software company, initially as Controller and then as
Chief Financial Officer beginning in June 2000. Mr. Owyang holds a B.A. in Business Administration and
Accounting from San Francisco State University.

Michael Sayer. Mr. Sayer has served as Senior Vice President of Worldwide Sales of SupportSoft since May 2006.

Mr. Sayer served as Vice President of Worldwide Sales of the Clarity Division of Computer Associates, Inc., an IT
management software company, from August 2005 until April 2006. From August 2003 until August 2005, Mr. Sayer
was Executive Vice President of Worldwide Sales of Niku Corporation, an IT governance software company. From
November 1999 to April 2003, Mr. Sayer served as the Chief Executive Officer of Hipbone Corporation, a
venture-backed startup company. Earlier in his career, Mr. Sayer established Remedy Corporation s European sales
operations. Mr. Sayer holds a Bachelor of Science in Industrial Engineering from the University of Herfordshire in the
United Kingdom.

Robert Barnum. Mr. Barnum has served as Senior Vice President of Global Services of SupportSoft since August
2006. From April 1997 until December 2005, Mr. Barnum held various professional services leadership positions at
Oracle Corporation (formerly PeopleSoft, Inc.) including Vice President of North American Solutions Centers from
April 2003 to December 2005. Mr. Barnum holds a B.S. in Management Information Systems from the University of
Nevada, Las Vegas and an M.B.A. in International Business from San Francisco State University.
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Other Key Employees

Other key employee as of March 10, 2007 are:

Anthony Rodio. Mr. Rodio has served as Chief Marketing Officer and Senior Vice President since September 2006.
Mr. Rodio was Vice President of Product Management at SideStep, Inc., a private vertical search company in the
travel space, from June 2005 to August 2006. From April 2004 to March of 2005, Mr. Rodio was Vice President of
Marketing at StubHub, Inc., a secondary ticketing company that was recently acquired by eBay. From January 2001
to April 2004, Mr. Rodio served as Senior Director Brand and Communications of the MSN division of Microsoft.
Earlier in his career, Mr. Rodio held marketing positions at Amazon.com Inc. and Procter & Gamble. Mr. Rodio
holds a Bachelor of Science from the University of Oregon, a Master of Science from Portland State University and a
Master of Business Administration from the Olin School of Business at Washington University in St. Louis.

Richard Mandeberg. Mr. Mandeberg has served as Senior Vice President of Consumer Business Development since
December of 2006. From September 2005 to December of 2006, Mr. Mandeberg was Executive Director of Market
Development at Seagate Technology s Consumer Branded Division. From January 2003 until September 2005, Mr.
Mandeberg held various executive positions including Chief Executive Officer at Mirra Inc., a consumer storage
appliance product company, before its acquisition by Seagate. Prior to Mirra, Mr. Mandeberg was Chief Executive
Officer of IQ Commerce, an online marketing and consumer services software company. Mr. Mandeberg holds a
Bachelor of Arts degree in Film and Computer Imaging from the University of Michigan.

David Temlak. Mr. Temlak has served as Senior Vice President of Customer Service at SupportSoft since November
2006. Mr. Temlak served as Senior Vice President of Customer Care at Time Warner Cable, a large cable operator,
from January 2002 until November 2006. From August 1998 until January 2002, Mr. Temlak held various positions
at Road Runner, a broadband internet service provider, including Vice President and Group Vice President of
Customer Care. Mr. Temlak holds a Bachelor of Science degree in Electrical Engineering from Northeastern
University.

Rich Matta. Mr. Matta has served as Vice President of Engineering since November 2005 and has been with us since
November 2000 in various engineering and product management capacities. Mr. Matta holds a B.A. in Economics
from Pomona College.

Mark Williams. Mr. Williams has served as Vice President of Customer Support since July 2006. Between May 2005
and July 2006, Mr. Williams served as IT Director. From April 2002 to May 2005, Mr. Williams served as Director
of Consolidated Support overseeing the internal IT and Customer Support organizations. Mr. Williams also served as
IT Director from December 1999 until April 2002. Mr. Williams holds a Bachelor of Science in Cognitive Science
from the University of California, San Diego.

Cadir B. Lee. Mr. Lee co-founded SupportSoft. He has served in various leadership positions since our incorporation
in December 1997, including most recently as our Chief Technology Officer. Mr. Lee holds a Bachelor of Science in
biological sciences and a Bachelor of Arts in music from Stanford University.

SEC Filings and Other Available Information

We were incorporated in Delaware in December, 1997. We file reports with the Securities and Exchange Commission (SEC), including without
limitation annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K filed or furnished pursuant to

Section 13(a) or 15(d) of the Securities Exchange Act of 1934. The public may read and copy any materials we file with the SEC at the SEC s
Public Reference Room at 100 F Street, N.E., Washington, DC 20549. The public may obtain information on the operation of the Public
Reference Room by calling the SEC at (202) 551-8090. In addition, we are an electronic filer. The SEC maintains an Internet site that contains
reports, proxy and
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information statements, and other information regarding issuers, including us, that file electronically with the SEC at the website address located
at http://www.sec.gov.

Our telephone number is 650-556-9440 and our website address is http://www.supportsoft.com. The information contained in our website does
not form any part of this Annual Report on Form 10-K. However, we make available free of charge through our website our Annual Report on
Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 as soon as reasonably practicable after we electronically file this material with, or furnish it to, the SEC. In
addition, we also make available on http://www.supportsoft.com/investors our Code of Ethics and Business Conduct for Employees, Officers
and Directors. This Code is also available in print without charge to any person who requests it by writing to:

SupportSoft, Inc.
Investor Relations

1900 Seaport Boulevard, 3rd Floor
Redwood City, CA 94063

www.supportsoft.com
ITEM 1A. RISK FACTORS.

Investing in our securities involves a high degree of risk. In addition to the other information contained in this report, you should consider the
following risk factors before investing in our securities.

We were not profitable in 2006 and will continue to sustain a loss in the foreseeable future.

We were not profitable in 2006. In addition, we intend to make significant investments in support of our business in 2007 and we expect to
sustain a loss in 2007 and possibly subsequent periods. If we fail to achieve such revenue growth as a result of these additional investments or if
such revenue growth does not result in our achieving profitability, the market price of our common stock will likely decline. A sustained period
of losses would also result in an increased usage cash to fund our operating activities and a corresponding reduction in our cash balance.

Our quarterly results have in the past, and may in the future, fluctuate significantly.

Our quarterly revenue and operating results have in the past and may in the future fluctuate from quarter to quarter. As a result, we believe that
quarter-to-quarter and year-to-year comparisons of our revenue and operating results are not necessarily meaningful, and that these comparisons
may not be accurate indicators of future performance.

Several factors that have contributed or may in the future contribute to fluctuations in our operating results include:
e demand for our software and services;

e size and timing of customer orders and our ability to recognize revenue in a given quarter;
e our reliance on a small number of customers for a substantial portion of our revenue;

e the price and mix of products and services we or our competitors offer;

e our ability to attract and retain customers;

e the rate of expansion of our new consumer offerings and our investments therein;

e the amount and timing of operating costs and capital expenditures in our business;

e seasonal trends resulting from corporate spending patterns;
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e the exercise of judgment by our management in making accounting decisions in accordance with our accounting
policies; and

e general economic conditions and their effect on our operations.

In prior years, we licensed a significant portion of our software on a term basis in which revenue was recognized ratably over the length of the
agreement with the customer. In recent periods, however, we typically have licensed our software on a perpetual basis in which we recognize the
license revenue up front, assuming all criteria for revenue recognition have been met. As we have shifted to a perpetual licensing model, we
have become dependent on a few customer contracts with up-front license revenue for a substantial portion of our revenue in any one quarter. In
addition, a significant portion of our total revenue each quarter comes from a number of orders received in the last month of a quarter. In
previous quarters, we failed to close expected perpetual licenses with up-front revenue resulting in a revenue shortfall. If in future quarters we
fail to close orders expected to be completed by the end of a quarter, particularly if these orders are for perpetual licenses with up-front revenue,
our quarterly results would suffer and the market price of our common stock would likely decline. We are seeking to introduce transaction
structures that involve ratable revenue recognition, but these types of transactions do not yet account for a material portion of our revenue.

Our inability to meet future financial performance targets that we announce or that are published by research analysts could cause the
market price of our common stock to decline.

From time to time, we provide guidance related to our future financial performance. In addition, financial analysts publish their own
expectations of our future financial performance. Because our quarterly revenue and our operating results fluctuate, future financial performance
is difficult to predict. In the past, we have failed to meet our guidance. Future downward adjustments of our guidance or the failure to meet our
guidance or the expectations of research analysts would cause the market price of our common stock to decline.

Management s ability to accurately predict performance is affected in large part by a significant portion of our total revenue being dependent
upon the closing of new large customer orders. In addition, our guidance is based in part upon the expectation of new product sales and services
offerings with which we have a limited history. In the event we fail to achieve projected revenue levels in any quarter, we will be unable to
reduce our expenses for that quarter in a corresponding fashion, and our results will not meet our guidance or the expectations of securities
analysts or investors, which would cause the market price of our common stock to decline.

The trading market for our common stock relies in part on the research and reports that industry or financial analysts publish about us or our
business. We do not control these analysts. If one or more of the analysts who currently cover us downgrade our stock, our stock price would
likely decline rapidly. Furthermore, if one or more of these analysts cease coverage of us, we could lose visibility in the market, which in turn
could cause our stock price to decline.

Because a small number of customers have historically accounted for and may in future periods account for substantial portions of our
revenue, our revenue could decline because of delays or losses of specific customer orders.

A small number of customers have historically accounted for, and may in future periods account for, substantial portions of our revenue. For the
quarter ended December 31, 2006, one customer accounted for 13% of our total revenue for the quarter. Transaction structures that involve
ratable revenue recognition and our consumer offerings, which typically involve payment on a per transaction basis, could reduce our
dependence on large transactions with a small number of customers. However, in the near term, we are likely to continue to derive a significant
portion of our revenue from large transactions with a limited number of customers. Therefore, our revenue could decline because of the loss or
delay of a single

15

21



Edgar Filing: SUPPORTSOFT INC - Form 10-K

customer order. Additionally, we may not obtain new customers. The failure to obtain significant new customers, particularly customers that
purchase perpetual licenses with up-front payments, the loss or delay of significant customer orders or the failure of existing customers to pay
ongoing fees when due would harm our operating results.

Our sales cycle is lengthy and if revenue forecasted for a particular quarter is not realized in that quarter, significant expenses incurred
may not be offset by corresponding revenue.

Our sales cycle for our software typically ranges from three to nine months or more and may vary substantially from customer to customer. The
purchase of our products and services for corporate customers generally involves a significant commitment of capital and other resources by a
customer. This commitment often requires significant technical review, assessment of competitive products and approval at a number of
management levels within a customer s organization. In addition, in the wake of the Sarbanes-Oxley Act of 2002, companies have enhanced their
approval processes, making sales more difficult or protracted. While our customers are evaluating our products and services, we may incur
substantial sales and marketing expenses and spend significant management effort to complete these sales. Any delay in completing sales in a
particular quarter or the failure to complete a sale after expending resources during the sales cycle could cause our operating results to suffer.

Our recently announced consumer technology support initiative will increase operating expenses without any assurance of yielding
increased revenue.

We have announced a plan to extend our business by providing consumer technology support services. In addition to continuing to offer our
software to corporate customers, we are offering technology support to consumers. We may not be able to offer these new services successfully.
We have limited experience in reaching or serving consumers directly or in managing call centers. As a result, we expect to use significant cash
and incur increased operating expenses to support this new initiative, including costs of our outsourced call centers, promotional costs associated
with reaching consumers and costs of obtaining personnel with the necessary consumer expertise. These investments may not yield increased
revenue to offset these expenses. Furthermore, this new business initiative, if not favorably received by consumers, could damage the reputation
of our corporate enterprise business as well as strain our management, financial and operational resources necessary to maintain our corporate
business. The lack of market acceptance of such efforts or our inability to generate satisfactory revenue from such expanded services would have
a material adverse effect on our business, prospects, financial condition and operating results.

Our future product and service offerings may not achieve market acceptance.

If we fail to develop enhanced versions of our software in a timely manner or to provide products and services that achieve rapid and broad
market acceptance, we may not maintain or expand our market share. We may fail to identify new product and service opportunities for our
current market or new markets that we enter in the future. In addition, our existing products may become obsolete if we fail to introduce new
products or product enhancements that meet new customer demands, support new standards or integrate with new or upgraded versions of
packaged applications or operating systems. We have limited control over factors that affect market acceptance of our product and services,
including:

e the willingness of companies to transition to automated solutions; and

e customer preferences for competitors solutions or other technologies.

If our existing customers do not renew maintenance contracts or purchase additional products and services, our operating results could
suffer.

Historically, we have derived, and expect to continue to derive, a significant portion of our total revenue from existing customers who purchase
additional products and services and renew maintenance
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contracts. Our customers may not renew maintenance contracts or purchase additional products and services. In addition, as we introduce new
products, our current customers may not require or desire the functionality of our new products and may not ultimately purchase these products.
If our customers do not renew maintenance contracts or do not purchase additional products and services, our operating results would suffer.

We are seeking to increase our international revenues and if our revenue from this effort does not exceed the expense of establishing and
maintaining international operations, our business could suffer.

We are seeking to increase our international revenues. For the years ended December 31, 2004, 2005, and 2006, international revenue was 11%,
21% and 23% of total revenue, respectively. We have limited experience in international operations and may not be able to compete effectively
in international markets or effectively manage our operations in various countries. If we do not generate enough revenue from international
operations to offset the expense of these operations, our operating results could suffer. Risks we face in conducting business internationally
include:

e costs of staffing and managing international operations;

e smaller customers with less ability to pay United States rates for software and services;
e difficulty in reaching geographically dispersed customers;

o differing technology standards and legal considerations;

e longer sales cycles;

e dependence on local vendors and consultants;

e difficulties in staffing and managing international operations, including the difficulty in managing a
geographically dispersed workforce in compliance with diverse local laws and customs;

e potential adverse tax consequences;
e changes in currency exchange rates and controls;

o difficulties in maintaining effective internal control over financial reporting as a result of a
geographically-dispersed workforce and customers;

e longer collection cycles for accounts receivable; and

o the effects of external events such as terrorist acts and any related conflicts or similar events worldwide.
Our operating results will suffer if we do not expand and manage our professional services organization effectively.

Clients that license our software typically engage our professional services organization to assist with installation and implementation of our
software and related consulting services. Revenue from professional services represented a substantial portion of our total revenue for the year
ended December 31, 2006. We plan to further increase the number of professional services personnel, especially internationally, to meet
customer needs. We may not be able to recruit the professional services personnel we need or retain our current professional services personnel
because competition for qualified professional services personnel is intense. New professional services personnel will require training and
education and take time to reach full productivity.

In addition, we cannot be certain that our professional services business will operate in a profitable manner. We have generally billed our
customers for professional services on a time and material basis, using an agreed upon daily rate. However, customers have increasingly
requested various contract
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structures, including milestone-based contracts and contracts for a fixed total fee. If unanticipated factors in a project are encountered and the
contract structure prevents us from billing additional amounts, we may be subject to monetary penalties, and the profitably of our professional
services business would suffer. Furthermore, an estimated loss on a contract is generally required to be recorded in the period in which a loss
becomes evident. Recording a loss on a services contract could have a material adverse effect on our operating results for the period in which the
loss was recorded.

Our failure to establish and expand third-party alliances would harm our ability to sell our software and provide our services.

We have alliances with third parties that are important to our business. Our existing relationships include those with hardware vendors and
managed service providers who provide outsourced support to corporate customers. If these relationships fail, we may need to devote
substantially more resources to the sales and marketing of our products and services than we would otherwise, and our efforts may not be as
effective. For example, companies that provide outsourced support and services often have extensive relationships with our existing and
potential customers and significant input in the purchase decisions of these customers. In addition, we may establish relationships with third
party resellers and other sales partners as we expand internationally. Our failure to maintain existing relationships, or to establish new
relationships with key third parties, could significantly harm our ability to sell our products and services. In addition, our competitors may have
strong alliances with other companies, including hardware providers, which could impact our ability to obtain greater market share, participate in
deals where hardware and software are sold together, or require us to reduce the price of products and services, which could harm our business,
prospects, financial condition and operating results.

Our consumer offerings require us to establish and maintain relationships with third parties who will direct consumers to us and provide
technology support services to consumers based on our technology, as well as with third parties to whom we outsource our call center services.
Failure to establish or maintain these relationships on acceptable terms or at all could materially and adversely affect the success of this
initiative.

We may engage in investments or acquisitions or other strategic matters that could divert management attention and prove difficult to
integrate with our business.

We may engage in acquisitions of other companies, products or technologies or in other strategic initiatives. If we fail to integrate successfully
any future acquisitions, the operating results of the combined company could decline. The process of integrating businesses, technologies,
services or products may result in unforeseen operating difficulties and expenditures. Acquisitions involve a number of other potential risks to
our business, including the following:

e unanticipated costs and liabilities and unforeseen accounting charges or fluctuations;
e delays and difficulties in delivery of products and services from the combined company;

o failure to integrate management information systems, personnel, research and development, marketing, sales and
support operations;

loss of key employees;

e diversion of management s attention from other business concerns and disruption of our ongoing business;
e difficulty in maintaining controls and procedures;

e uncertainty on the part of our existing customers about our ability to operate on a combined basis;

e loss of customers;
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e loss of alliance partners;
o failure to realize the potential financial or strategic benefits of the acquisition; and

e failure to successfully further develop the combined technology, resulting in the impairment of amounts recorded
as goodwill or other intangible assets.

We must compete successfully in the market for software and services that resolve technology problems or our business will suffer.

We compete in markets that are highly competitive, subject to rapid change and significantly affected by new product introductions and other
market activities of industry participants. We compete with a number of companies in the market for automated delivery of support and service
automation and other vendors who may offer products or services with features that compete with specific elements of our software products and
services. In addition, our customers and potential customers have developed or may develop internally similar software systems.

The markets for our products are still rapidly evolving, and we may not be able to compete successfully against current and potential
competitors. Our ability to expand our business will depend on our ability to maintain our technological advantage, introduce timely enhanced
products to meet growing support needs, deliver on-going value to our customers and scale our business. Our potential competitors may have
longer operating histories, significantly greater financial, technical and other resources, stronger strategic alliances or greater name recognition
than we have. Competition in our markets could reduce our market share or require us to reduce the price of products and services, which could
harm our business, financial condition and operating results.

As we further enter the market for consumer technology support, we expect to compete against a set of competitors different than the
competitors against whom we have historically competed, including electronics retailers offering on-site technology support services, companies
offering online technology support services and companies offering local technology support services. Certain of these anticipated competitors
have longer operating histories, significantly greater financial, technical and other resources, stronger strategic alliances or greater name
recognition than we have.

The loss of key personnel and the integration of new management may affect our ability to achieve our business goals.

Our success depends on the skills, experience and performance of our senior management, engineering, sales, marketing and other key
personnel. The loss of the services of any of our executive officers or other key personnel at the Senior Vice President or Vice President level,
could harm our business and our ability to achieve our business goals. In addition, many members of senior management have been appointed
within the last year. Our success will depend to a significant extent on the ability of these executives to function effectively in their new roles
and to work together successfully. If these executives do not function and work together successfully or if we lose the services of one or more of
our executives or key employees, our business could be harmed.

Our exposure to the credit risks of our customers and resellers could adversely affect our operating results and financial condition.

To sell to some of our customers, we may be required to take risks of uncollectible accounts. We may be exposed to similar risks relating to third
party resellers and other sales partners, as we intend to increasingly utilize such parties as we expand into new geographic regions. Additionally,
as we have expanded our business internationally, we have experienced longer payment terms and collection cycles from customers outside the
United States. While we monitor these situations carefully and attempt to take appropriate measures to protect ourselves by recognizing revenue
upon collection of accounts from
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customers we deem to have credit risks and upon sell-through by resellers, it is possible that we may have to write down or write off doubtful
accounts. Such write-downs or write-offs would negatively affect our operating results for the period in which they occur, and, if large, could
have a material adverse effect on our operating results and financial condition.

Our products depend on and work with products containing complex software, and if our products fail to perform properly due to
errors in the software, we may need to devote resources to correct the errors or compensate for losses from these errors and our
reputation could be harmed.

Our products depend on complex software, both internally developed and licensed from third parties. Also, our customers may use our products
with other companies products, which may also contain complex software. Complex software often contains errors and may not perform
properly. These errors could result in:

e delays in product shipments;

e unexpected expenses and diversion of resources to identify the source of errors or to correct errors, whether or not
the error is later determined to be related to our software;

e damage to our reputation;
e Jost sales;
e contractual penalties, demands, claims and litigation and related defense costs; and

e  warranty claims.

In our consumer offerings, we generally use our own products to diagnose and resolve consumer technology problems. If our products fail to
perform well in this environment, our consumer offerings would suffer and may not be successful.

Our software may not operate with the hardware and software platforms that are used by our customers now or in the future, and, as a
result, our business and operating results may suffer.

We currently serve a customer base with a wide variety of constantly changing hardware, software and networking platforms. If we fail to
release versions of our software that are compatible with operating systems, software applications or hardware devices used by our customers,
our business and operating results would suffer. Our future success also depends on the continuing ability of our products to inter-operate with
multiple platforms and packaged applications used by our customer base and on our management of software being developed by third parties
for our customers or for use with our products.

We rely on third-party technologies and our inability to use or integrate third-party technologies could delay product or service
development.

We intend to continue to license technologies from third parties, including applications used in our research and development activities and
technologies such as third-party search engine technology, which are integrated into our products and services. Our inability to obtain or
integrate any of these technologies with our own products could delay product and service development until equivalent compatible technology
can be identified, licensed and integrated. These technologies may not continue to be available to us on commercially reasonable terms or at all.
We may fail to successfully integrate any licensed technology into our products or services, which would harm our business and operating
results. Third-party licenses also expose us to increased risks that include:

e risks of product malfunction after new technology is integrated;

e the diversion of resources from the development of our own proprietary technology; and
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e our inability to generate revenue from new technology sufficient to offset associated acquisition and maintenance
costs.

Our system security is important to our customers and we may need to spend significant resources to protect against or correct
problems caused by security breaches.

A fundamental requirement for online communications, transactions and support is the secure transmission of confidential information. Third
parties may attempt to breach our security or that of our customers. We may be liable to our customers for any breach in security and any breach
could harm our business and reputation. Also, computers are vulnerable to computer viruses, physical or electronic break-ins and similar
disruptions, which could lead to interruptions, delays or loss of data. We recently released a security advisory and a patch for a remote code
execution vulnerability in several of our ActiveX components. We may be required to expend significant capital and other resources to further
protect against security breaches or to correct problems caused by any breach.

Our reported results of operations will continue to be materially and adversely affected by our adoption of SFAS 123R.

Statement of Financial Accounting Standards No. 123 (revised 2004), Share-Based Payment (SFAS 123R), became effective in our first quarter
of 2006, and has resulted in our recognition of substantial compensation expense relating to our employee stock options and employee stock
purchase plans. Historically, we generally have not recognized in our statement of operations any compensation expense related to stock option
grants we issue under our stock option plans or the discounts we provide under our employee stock purchase plans. Under the new rules, we are
required to measure the compensation expense related to employee stock awards on a fair value basis, which leads to substantial additional
compensation expense and a material adverse effect on our reported results of operations.

If we are unable to successfully address the material weakness in our disclosure controls and procedures or otherwise maintain effective
disclosure controls and procedures, including our internal control over financial reporting, our ability to report our financial results on
a timely and accurate basis may be adversely affected.

We have evaluated our disclosure controls and procedures as such term is defined in Rule 13a-15(e) under the Securities Exchange Act of 1934,
as well as our internal control over financial reporting as required by Section 404 of the Sarbanes-Oxley Act of 2002. Our independent registered
public accounting firm has performed a similar evaluation of our internal control over financial reporting. Effective controls are necessary for us
to provide reliable financial reports and effectively prevent fraud. If we cannot provide reliable financial reports or prevent fraud, our operating
results would be harmed. For the period ended December 31, 2006, we concluded that we had a material weakness in our internal control over
financial reporting, as further described in Item 8, Report of Management on Internal Control over Financial Reporting. Our independent
registered public accounting firm reached the same conclusion. We are implementing corrective actions, which we believe will remediate this
material weakness. However, we cannot be certain that these measures will remediate the material weakness we have identified or, if we are
successful in remediating this material weakness, whether we will be able to maintain adequate controls over our financial processes and
reporting in the future. If these actions are not successful in addressing this material weakness, our ability to report our financial results on a
timely and accurate basis may be adversely affected. In addition, if we cannot establish effective internal control over financial reporting and
disclosure controls and procedures, investors may lose confidence in our reported financial information, which could cause the market price of
our common stock to decline.
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We have recorded long-lived assets, and our results of operations would be adversely affected if their value becomes impaired.

Goodwill and identifiable intangible assets were recorded in part due to our acquisition of substantially all of the assets of Core Networks
Incorporated in September 2004. We also have certain intangible assets with an indefinite life. We assess the impairment of goodwill and
indefinite life intangible assets annually or more often if events or changes in circumstances indicate that the carrying value may not be
recoverable. We assess the impairment of acquired product rights and other finite life intangible assets whenever events or changes in
circumstances indicate that its carrying amount may not be recoverable. An impairment loss would be recognized when the sum of the
discounted future net cash flows expected to result from the use of the asset and its eventual disposition is less than its carrying amount. Such
impairment loss would be measured as the difference between the carrying amount of the asset and its fair value. Material differences may result
in write-downs of net long-lived and intangible assets, which would cause our operating results to suffer.

Failure to resolve pending securities claims and other lawsuits may lead to continued costs and expenses and divert management s
attention from our business, which could cause our revenue and our stock price to decline.

Securities class action lawsuits were filed against us in November 2001 and again in December 2004. In addition, a derivative stockholder
lawsuit was filed against us in December 2005. Should these lawsuits linger for a long period of time, whether ultimately resolved in our favor
or not, or further lawsuits be filed against us, coverage limits of our insurance or our ability to pay such amounts may not be adequate to cover
the fees and expenses and any ultimate resolution associated with such litigation. The size of these payments, if any, individually or in the
aggregate, could seriously impair our cash reserves and financial condition. The continued defense of these lawsuits also could result in
diversion of our management s time and attention away from business operations, which could cause our financial results to decline. A failure to
resolve definitively current or future material litigation in which we are involved or in which we may become involved in the future, regardless
of the merits of the respective cases, could also cast doubt as to our prospects in the eyes of customers, potential customers and investors, which
could cause our revenue and stock price to decline.

Privacy concerns and laws or other domestic or foreign regulations may reduce the effectiveness of our solutions or harm our reputation
and cause us to lose customers.

Our software contains features which allow our customers to control, monitor or collect information from computers running the software.
Federal, state and foreign government bodies and agencies, however, have adopted or are considering adopting laws and regulations regarding
the collection, use and disclosure of personal information obtained from consumers and individuals. Liability for violation of, costs of
compliance with, and other burdens imposed by such laws and regulations may limit the use and adoption of our solutions and reduce overall
demand for them. Even the perception of privacy concerns, whether or not valid, may inhibit adoption of our solutions. In addition, we may face
claims about invasion of privacy or inappropriate disclosure, use or loss of this information. Any imposition of liability could harm our
reputation, cause us to lose customers and cause our operating results to suffer.

We may not obtain sufficient patent protection, which could harm our competitive position, increase our expenses and harm our
business.

Our success and ability to compete depend to a significant degree upon the protection of our software and other proprietary technology. It is
possible that:

e our pending patent applications may not be issued;

e competitors may independently develop similar technologies or design around any of our patents;
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e patents issued to us may not be broad enough to protect our proprietary rights; and

e our issued patents could be successfully challenged.

We rely upon patents, trademarks, copyrights and trade secrets to protect our proprietary rights and if these rights are not sufficiently
protected, it could harm our ability to compete and to generate revenue.

We rely on a combination of laws, such as patents, copyright, trademark and trade secret laws, and contractual restrictions, such as
confidentiality agreements and licenses, to establish and protect our proprietary rights. Our ability to compete and grow our business could suffer
if these rights are not adequately protected. Our proprietary rights may not be adequately protected because:

e laws and contractual restrictions may not adequately prevent misappropriation of our technologies or deter others
from developing similar technologies; and

e policing unauthorized use of our products and trademarks is difficult, expensive and time-consuming, and we
may be unable to determine the existence or extent of this unauthorized use.

Also, the laws of other countries in which we market our products may offer little or no protection of our proprietary technologies. Reverse
engineering, unauthorized copying or other misappropriation of our proprietary technologies could enable third parties to benefit from our
technologies without paying us for them, which would harm our competitive position and market share.

We may face intellectual property infringement claims that could be costly to defend and result in our loss of significant rights.

Other parties may assert intellectual property infringement claims against us or our customers and our products may infringe the intellectual
property rights of third parties. For example, our products may infringe issued patents that may relate to our products. In addition, as is
increasingly common in the software industry, we may be confronted with the aggressive enforcement of patents by companies whose primary
business activity is to acquire patents for the purpose of offensively asserting them against other companies. Intellectual property litigation is
expensive and time-consuming and could divert management s attention from our business. If there is a successful claim of infringement, we may
be required to develop non-infringing technology or enter into royalty or license agreements, which may not be available on acceptable terms, if
at all. Our failure to develop non-infringing technologies or license proprietary rights on a timely basis would harm our business.

If the growth of demand for digital services does not continue, our ability to increase our revenue could suffer.

Our ability to increase our revenue will depend in part on increased demand for digital services. If this demand does not grow as rapidly or to the
extent we anticipate, our business could suffer. The growth of digital services is uncertain and will depend in particular upon the availability, at a
reasonable price, of such digital services, the building of infrastructure to support such services, the availability of competitive products, and the

reliability of such services.

We may experience a decrease in market demand due to uncertain economic conditions in the United States and in international
markets, which has been further exacerbated by the concerns of terrorism, war and social and political instability.

The United States and international economies have in the past experienced periods of slow economic growth and this could occur again. In
addition, terrorist attacks in the United States and turmoil in certain overseas regions have increased uncertainty and may exacerbate a decline in
economic conditions, both domestically and internationally. If the economy declines as a result of economic, political and social turmoil, or if
there are further terrorist attacks in the United States or elsewhere, we may experience decreases in the demand for our products and services,
which would harm our operating results.
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We may be required to change our business practices if there are changes in accounting regulations and related interpretations and
policies.

Accounting standards groups and regulators are actively re-examining various accounting policies, guidelines and interpretations related to
revenue recognition, income taxes, investments in equity securities, facilities consolidation, accounting for acquisitions, allowance for doubtful
accounts and other financial reporting matters. These standards groups and regulators could promulgate interpretations and guidance that could
result in material and potentially adverse changes to our business practices and accounting policies.

New rules and regulations for public companies have increased and may continue to increase our administrative costs.

The Sarbanes-Oxley Act of 2002, as well as new rules subsequently implemented by the Securities and Exchange Commission and the Nasdaq
Global Select Market, has required changes in corporate governance practices of public companies. These rules and regulations are increasing
our legal and financial compliance costs, and making some activities more time-consuming and costly. These rules and regulations make it more
difficult and more expensive for us to obtain director and officer liability insurance, and we may be required to accept reduced coverage or incur
substantially higher costs to obtain coverage. These new rules and regulations could also make it more difficult for us to attract and retain
qualified members of our board of directors, particularly to serve on our audit committee, and qualified executive officers.

ITEM 1B. UNRESOLVED STAFF COMMENTS.

Not applicable.
ITEM 2. PROPERTIES.

In the fourth quarter of 2006, we signed a lease for our new corporate headquarters facility with approximately 37,400 square feet at 1900
Seaport Boulevard, 3rd Floor, Redwood City, California. We are currently transitioning our headquarters from 575
Broadway in Redwood City, California, where our lease for approximately 23,600 square feet expires in May 2007.
The new corporate headquarters lease expires in July, 2012. We believe the new facilities are adequate and suitable for
our business requirements.

ITEM 3. LEGAL PROCEEDINGS.

Between December 2004 and January 2005, several purported securities class action suits were filed in the United States District Court for the
Northern District of California against us, our former Chief Executive Officer, Radha R. Basu, and our former Chief Financial Officer, Brian M.
Beattie. These actions were consolidated on March 22, 2005 as In re SupportSoft, Inc. Securities Litigation, Civil Action No.: ¢ 04-5222 SI. The
consolidated complaint alleges generally violations of certain federal securities laws and seeks unspecified damages on behalf of a class of
purchasers of our common stock between January 20, 2004 and October 1, 2004. Plaintiffs allege, among other things, that defendants made
false and misleading statements concerning our business and guidance for the third quarter 2004, purportedly violating Sections 10(b) and

20(a) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder. On June 1, 2006, this action was certified to proceed as a
class action on behalf of all persons and entities who purchased or otherwise acquired the securities of the Company from January 29, 2004 to
October 1, 2004 and who were allegedly damaged thereby. The case is currently in discovery. A trial date has been set for October 29, 2007.
Defendants intend to vigorously defend themselves against the consolidated lawsuit. While we cannot predict with certainty the outcome of the
litigation, we believe that we have meritorious defenses to such claims.
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In December 2005, a purported derivative stockholder complaint was filed in the Superior Court of the State of California for the County of San
Mateo captioned White v. Vase et al., No. Civ. 451677. This complaint pursues claims derivatively and on behalf of the Company as a nominal
defendant against certain of our directors and former directors: Radha R. Basu, Manuel Diaz, Kevin C. Eichler, Edward S. Russell and James
Thanos. The derivative complaint alleges, among other things, that the director-defendants harmed us by making or permitting us to make false
and misleading statements between January 20, 2004 and October 1, 2004 concerning our business and guidance for the third quarter 2004 and
by purportedly exposing us to liability for securities fraud in violation of their fiduciary duties. On October 4, 2006, the court denied the
defendants demurrer to the plaintiffs first amended complaint. The defendants answered this complaint on November 6, 2006. The case is
currently in discovery. While we cannot predict with certainty the outcome of the litigation, we believe we have meritorious defenses to such
claims.

In November 2001, a class action lawsuit was filed against us and two of our officers in the United States District Court for the Southern District
of New York. The lawsuit alleged that our registration statement and prospectus dated July 18, 2000 for the issuance and initial public offering
of 4,250,000 shares of our common stock contained material misrepresentations and/or omissions related to alleged inflated commissions
received by the underwriters of the offering. The defendants named in the lawsuit are SupportSoft, Radha Basu, Brian Beattie, Credit Suisse
First Boston Corporation, Bear, Stearns & Co. Inc. and FleetBoston Robertson Stephens Inc. The lawsuit seeks unspecified damages as well as
interest, fees and costs. Similar complaints have been filed against 55 underwriters and more than 300 other companies and other individual
officers and directors of those companies. All of the complaints against the underwriters, issuers and individuals have been consolidated for
pre-trial purposes before U.S. District Court Judge Scheindlin of the Southern District of New York. On June 26, 2003, the plaintiffs announced
that a proposed settlement between the issuer defendants and their directors and officers had been reached. Under the proposed settlement, which
is subject to court approval, our insurance carrier would be responsible for any payments other than attorneys fees prior to June 1, 2003. A final
settlement approval hearing on the proposed issuer settlement was held on April 24, 2006. The district court took the matter under submission
and has not yet ruled. Meanwhile the consolidated case against the underwriters has proceeded. On October 13, 2004, the district court certified
a class. On December 5, 2006, however, the Second Circuit reversed, holding that a class could not be certified. The Second Circuit s holding,
while directly affecting only the underwriters, raises some doubt as to whether the proposed issuer settlement will be approved in its present
form. On January 5, 2007, plaintiffs petitioned the Second Circuit for rehearing of the Second Circuit s decision. On January 24, 2007, the
Second Circuit asked the underwriter defendants to respond to the petition by February 7, 2007. On February 7, 2007, the underwriters filed their
response. While we cannot predict with certainty the outcome of the litigation or whether the settlement will be approved, we believe that the
claims against us and our officers are without merit.

We are also subject to other routine legal proceedings, as well as demands, claims and threatened litigation that arise in the normal course of our
business. The ultimate outcome of any litigation is uncertain, and either unfavorable or favorable outcomes could have a material negative
impact. Regardless of outcome, litigation can have an adverse impact on SupportSoft because of defense costs, diversion of management
resources and other factors.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

No matters were submitted to a vote of security holders during the fourth quarter of the year ended December 31, 2006.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES.

Market of Common Stock

Our common stock has been traded publicly on the Nasdaq Global Select Market under the symbol SPRT since July 19, 2000. Before July 19,
2000, there was no public market for our common stock. The following table sets forth the highest and lowest sale price of our common stock
for the quarters indicated:

Low High

Fiscal Year 2005:

First Quarter $ 506 $ 6.70
Second Quarter $ 450 $ 570
Third Quarter $ 478 $ 6.17
Fourth Quarter $ 393 §$ 512
Fiscal Year 2006:

First Quarter $ 399 $ 4.80
Second Quarter $ 360 $ 477
Third Quarter $ 331 $ 439
Fourth Quarter $ 414 $ 6.05

Holders of Record

As of March 8, 2007, there were approximately 180 holders of record of our common stock (not including beneficial holders of stock held in
street name).

Dividend Policy

We have not declared or paid any cash dividends on our capital stock since our inception and do not expect to do so in the foreseeable future.
We currently anticipate that all future earnings, if any, generated from operations will be retained by us to develop and expand our business. Any
future determination with respect to the payment of dividends will be at the discretion of the Board of Directors and will depend upon, among
other things, our operating results, financial condition and capital requirements, the terms of then-existing indebtedness, general business
conditions and such other factors as the Board of Directors deems relevant.

Securities Authorized for Issuance Under Equity Compensation Plans

Information regarding the securities authorized for issuance under our equity compensation plans can be found under Item 12 of Part III of this
Report.
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Stock Price Performance Graph

The following graph illustrates a comparison of the cumulative total stockholder return (change in stock price plus reinvested dividends) of the
Company s Common Stock and the CRSP Total Return Index for the Nasdaq U.S. Stocks (the Nasdaq Composite Index ) and Nasdaq Computer
and Data Processing Services Index from December 31, 2001 through December 29, 2006. The graph assumes that $100 was invested on
December 29, 2001 in us, the Nasdaq Composite Index and the Nasdaq Computer and Data Processing Services Index and that all dividends

were reinvested. No cash dividends have been declared or paid on the Company s Common Stock. The Company s Common Stock has been
traded on the Nasdaq Global Select Market since July 19, 2000. The comparisons in the table are required by the Securities and Exchange
Commission and are not intended to forecast or be indicative of possible future performance of the Company s Common Stock.

COMPARISON OF CUMULATIVE TOTAL RETURN AMONG

SUPPORTSOFT, INC.,
THE NASDAQ COMPOSITE INDEX, AND

THE NASDAQ COMPUTER AND DATA PROCESSING SERVICES INDEX

CUMULATIVE TOTAL RETURN AT PERIOD END

12/31/01
SupportSoft, Inc. $ 100.00
Nasdaq Composite Index $ 100.00
Nasdaq Computer & Data Processing
Services Index $ 100.00

12/31/02 12/31/03 12/31/04 12/30/05 12/31/06
$ 62.84 $ 20989 § 10622 $§ 67.30 $ 8740
$ 69.13 $ 10336 $§ 11249 § 11488 § 126.21

$ 68.93 $ 90.84 $ 100.15 $ 103.55 $ 116.26

The information presented above in the stock performance graph shall not be deemed to be soliciting material or to be filed with the Commission
or subject to Regulation 14A or 14C, except to the extent that we subsequently specifically request that such information be treated as soliciting
material or specifically incorporate it by reference into a filing under the Securities Act or Exchange Act.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA.

The information set forth below is not necessarily indicative of results of future operations and should be read in conjunction with Management s
Discussion and Analysis of Financial Condition and Results of Operations and the consolidated financial statements and related notes included
in Items 7 and 8 of Part II of this Report.

Years Ended December 31,
2006 2005 2004 2003 2002
(in thousands, except per share data)

Consolidated Statements of Operations Data:

Revenue:
License fees $ 16415 $ 32,737 $ 37,923 $ 40,885 $ 31,260
Maintenance 15,672 14,317 11,002 5,757 3,038
Services 12,941 14,877 11,692 6,629 6,862
Total revenue 45,028 61,931 60,617 53,271 41,160
Costs and expenses:
Cost of license fees 499 555 295 369 289
Cost of maintenance(1) 1,225 988 418 400 @))
Cost of services 13,599 13,128 9,592 6,446 5,883
Amortization of intangible assets 1,090 1,090 363 1,580
Research and development 9,247 11,185 9,746 9,199 8,834
Sales and marketing 23,336 25,159 23,965 22,038 22,464
General and administrative 10,163 8,618 6,454 5,405 5,637
In-process research and development 1,618
Amortization of deferred compensation 578
Total costs and expenses 59,159 60,723 52,451 43,857 45,265
Income (loss) from operations (14,131 ) 1,208 8,166 9,414 (4,105 )
Interest income and other, net 6,383 3,619 2,298 502 640
Income (loss) before income taxes (7,748 ) 4,827 10,464 9,916 (3,465 )
Provision for income taxes (487 ) (402 ) (310 ) (496 ) (177 )
Net income (loss) (8,235 ) 4,425 10,154 9,420 (3,642 )
Basic net income (loss) per share $ (©19 ) $ o0.10 $ 024 $ 027 $ (011 )
Shares used in computing basic net income (loss) per
share 44,113 43,032 42,355 34,682 32,486
Diluted net income (loss) per share $ (©19 ) $ o0.10 $ 022 $ 025 $ (011 )
Shares used in computing diluted net income (loss) per
share 44,113 44,519 45,590 38,048 32,486

December 31,

2006 2005 2004 2003 2002

(in thousands)
Consolidated Balance Sheet Data:
Cash, cash equivalents and marketable securities $ 119,891 $ 120,663 $ 120,341 $ 121,414 $ 30,615

Working capital 118,238 119,807 113,320 114,089 23,918

Total assets 152,605 156,249 150,205 139,044 42,160
Long-term obligations 411 1,111 2,210 1,478 67
Accumulated deficit (69,190 ) (60,955 ) (65,380 ) (75,534 ) (84,954 )
Total stockholders equity 132,503 134,394 127,857 114,006 23,147

(1) The cost of maintenance was recorded separately beginning in 2003. In 2002, the cost of maintenance was

included in cost of services.
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ITEM 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS.

The following discussion of our financial condition and results of operations should be read in conjunction with our consolidated
financial statements and the related notes included elsewhere in this Form 10-K. The following discussion includes forward-looking
statements. Please refer to our cautionary statement on page 3 related to forward-looking statements and our risks and uncertainties
listed under Item 1A of this report.

Overview

SupportSoft is a leading provider of software and services that automate the resolution of technology problems. Our solutions reduce technology
support costs, improve customer satisfaction and enable new revenue streams for organizations worldwide. We recently expanded our offerings
and now provide technology support directly to consumers.

Our corporate customers are digital service providers (telecommunications and cable companies) and corporate IT departments. Digital service
providers use our products to automate the installation, activation and verification of broadband services, to reduce the cost and improve the
quality of support for customers, to enable the remote management of devices located at customer premises, and to provide value-added services
to consumers. Corporate IT departments and managed service providers (IT outsourcing firms) use our software to improve the
cost-effectiveness and efficiency of their support through an integrated portfolio of proactive service, self service and assisted service
capabilities.

In the second half of 2006, we announced a new offering to address the consumer technology support market. This offering is an extension of
our traditional business and relies upon our products, technology and expertise in technology problem resolution. The new offering provides
computer problem resolution for consumers over the phone and the Internet. We offer our consumer technology support services through
www.support.com and through consumer-facing companies such as PC manufacturers and digital service providers.

Through December of 2006, our revenue has consisted entirely of software license fees and fees for maintenance, consulting, hosting and
training services. In recent years, we have licensed our software to customers predominately on a perpetual basis in which we recognize the
license revenue up front, assuming all criteria for revenue recognition under the applicable accounting rules have been met. Maintenance fees
relating to perpetual software licenses result in ratable revenue over the period of the maintenance term, which is generally one year. Consulting
and training revenues are generally recognized as the services are performed or in accordance with predefined project milestones. Hosting fees
are recognized ratably over the term of the hosting arrangement.

License revenue and total revenue grew in each of the three quarters following the first quarter of 2006, resulting in license revenue of $16.4
million and total revenue of $45.0 million for the year ended December 31, 2006. Despite the sequential quarterly increases in license revenue in
the last three quarters of 2006, we have experienced a trend of decreasing annual license revenue over the last three fiscal years. License revenue
has decreased due to closing fewer large licensing transactions with corporate customers, particularly U.S.-based digital service providers. To
address the trend of decreasing annual revenue, we have made and are planning to make a number of changes in the business. We have hired
new senior leadership, including a new Chief Executive Officer, Senior Vice President of Worldwide Sales, Senior Vice President of Global
Services, Chief Marketing Officer, Senior Vice President of Customer Service and Senior Vice President of Consumer Business Development.
We have also hired new regional sales leadership for the North America, EMEA and Asia/Pacific regions and made substantial changes in our
sales force and sales compensation plans. We have expanded our sales and marketing efforts internationally and with channel partners and
increased the size of our professional services organization.
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We have also begun the development of packaged product and service offerings capable of delivering return on investment in shorter time
frames. Finally, we have entered the consumer technology support market with our support.com and consumer technology solutions offerings.

We do not expect immediate returns from our initiatives but believe they can create sustainable revenue growth over time. Although we intend
to leverage many of our existing resources, we are making significant incremental investments in support of these initiatives, including
investments to operate our outsourced call center, to promote our consumer offerings, to expand our professional services organization and to
increase visibility of our enterprise offerings. We expect that these additional investments will precede any material revenue increase from our
new business initiatives. As a result, we currently expect to incur a net loss in each quarter, at least through 2007. We expect that our net loss in
each quarter, as well as for the full year in 2007, will significantly exceed the net losses we incurred during fiscal 2006.

Based upon our recent history, we expect to experience downward revenue seasonality between the fourth and first quarters. Consequently, we
expect revenues for the first quarter of 2007 to be significantly lower than revenue recorded in the fourth quarter of 2006. This seasonal revenue
decline, coupled with the incremental investments noted above will likely result in a significantly larger net loss in the first quarter of 2007 as
compared with the fourth quarter of 2006. Furthermore, as of the filing date of this Form 10-K, we are in the sales and negotiation process with
several companies for the purchase of our products and services. Ultimate closure of these transactions prior to March 31, 2007 will have a
significant influence on whether or not we meet expectations for revenue in the first quarter of 2007.

We intend the following discussion of our financial condition and results of operations that follows to provide information that will assist in
understanding our financial statements, the changes in certain key items in those financial statements from year to year, and the primary factors
that accounted for those changes, as well as how certain accounting principles, policies and estimates affect our financial statements.

Critical Accounting Policies and Estimates

In preparing our consolidated financial statements in conformity with accounting principles generally accepted in the United States, we make
assumptions, judgments and estimates that can have a significant impact on our net revenue, and operating results, as well as on the value of
certain assets and liabilities on our consolidated balance sheet. We base our assumptions, judgments and estimates on historical experience and
various other factors that we believe to be reasonable under the circumstances. Actual results could differ materially from these estimates under
different assumptions or conditions. On a regular basis we evaluate our assumptions, judgments and estimates and make changes accordingly.
We believe that the assumptions, judgments and estimates involved in the accounting for revenue recognition, allowance for doubtful accounts,
accounting for income taxes, accounting for goodwill and other intangible assets, and stock-based compensation have the greatest potential
impact on our consolidated financial statements, so we consider these to be our critical accounting policies. We discuss below the critical
accounting estimates associated with these policies. For further information on the critical accounting policies, see Note 1 of our Notes to
Consolidated Financial Statements.

Revenue Recognition

We recognize revenue in accordance with generally accepted accounting principles that have been prescribed for the software industry. Revenue
recognition requirements in the software industry are very complex and are subject to change. Our revenue recognition policy is one of our
critical accounting policies because revenue is a key component of our results of operations and is based on complex rules which require us to
make judgments. In applying our revenue recognition policy we must determine which portions of our revenue are recognized currently and
which portions must be deferred. In order to
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determine current and deferred revenue, we make estimates with regard to the expected amount of future services to be performed and the
appropriate fair value for those services. We also make judgments as to whether future services are essential to the functionality of other
elements of the software arrangement. We do not record revenue on sales transactions when the collection of cash is in doubt at the time of sale.
Rather, revenue is recognized from these transactions as cash is collected. The determination of collectibility requires significant judgment.

Allowances for Doubtful Accounts

We make judgments as to our ability to collect outstanding receivables and provide allowances for the portion of receivables when collection
becomes doubtful. Provisions are made based upon a specific review of all significant outstanding invoices. For those invoices not specifically
provided for, provisions are recorded at differing rates, based upon the age of the receivable. In determining these percentages, we analyze our
historical collection experience and current payment trends. If the historical data we use to calculate the allowance for doubtful accounts doe