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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 8-K
Current Report

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): January 6, 2009

Comarco, Inc.
(Exact name of registrant as specified in its charter)

000-05449
(Commission File Number)

 

California  95-2088894
(State or other jurisdiction

of incorporation)  
(I.R.S. Employer
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25541 Commercentre Drive, Lake Forest, California  92630-8870
(Address of principal executive offices)  (Zip Code)

Registrant’s telephone number, including area code: (949) 599-7400

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:
 

� Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 

� Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 

� Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 

� Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01. Entry Into a Material Definitive Agreement.

As previously disclosed, on September 26, 2008, Comarco, Inc. (the “Company”) and its subsidiary Comarco Wireless Technologies, Inc. (“CWT” and,
together with the Company, the “Seller Parties”) entered into an Asset Purchase Agreement (the “Purchase Agreement”) with Ascom Holding AG (“Ascom
Holding”) and its subsidiary Ascom Inc. (the “Purchaser,” and together with Ascom Holding, the “Purchaser Parties”) whereby the Seller Parties agreed to sell to
Purchaser substantially all of the assets related to CWT’s wireless test solutions (“WTS”) business. Pursuant to the terms of the Purchase Agreement, the
Company agreed in connection with the closing (the “Closing”) of the asset sale to deposit a portion of the cash purchase price into an escrow agreement.

On January 6, 2009 and in connection with the Closing, the Seller Parties and the Purchaser Parties entered into a revised form of escrow agreement (the
“Revised Escrow Agreement”) whereby a total of $1,275,000 of the cash purchase price was deposited into a general indemnity escrow fund as security for the
general indemnification rights of the Purchaser Parties. The Revised Escrow Agreement eliminated the excluded liability escrow fund which was contemplated
by the original form of escrow agreement and, accordingly, the amount placed in escrow at the Closing was $1,275,000, instead of $1,775,000, as contemplated
by the original form of escrow agreement.

The foregoing description of the Revised Escrow Agreement does not purport to be complete and is qualified in its entirety by reference to the full text of
the Revised Escrow Agreement, a copy of which is filed as Exhibit 99.1 hereto and is incorporated herein by reference.

 

Item 2.01. Completion of Acquisition or Disposition of Assets.

On January 6, 2009, the Seller Parties closed the sale to the Purchaser of substantially all of the assets related to the WTS business pursuant to the Purchase
Agreement. The assets sold to Purchaser include certain inventory, accounts receivable, fixed assets, intellectual property related to the WTS business, specified
contracts, rights under a real property lease, business names, and goodwill relating solely to the WTS business. In addition, under the Purchase Agreement, the
Purchaser assumed certain liabilities related directly and solely to the WTS business and the purchased assets, including balance sheet liabilities relating solely to
the WTS business that were outstanding at the Closing, liabilities related to transferred or assumed contracts or agreements, liabilities for product warranty or
service claims, taxes related to the assets being purchased, liabilities for accrued but unpaid vacation for certain employees, certain liabilities, contracts and
obligations, trade accounts and liabilities for unfilled purchase orders.

The cash purchase price paid to the Seller Parties at the closing was $12,750,000, of which $1,275,000 was deposited with an escrow agent under the
Revised Escrow Agreement. The consideration paid to the Company under the Purchase Agreement was negotiated between representatives of the Company and
representatives of the Purchaser Parties.

The Company had a cooperative alliance with Ascom Holding to develop, market and support next generation wireless network QoS optimization and test
measurement systems. This arrangement was terminated by the parties in connection with the Closing.

Commencing with its Annual Report on Form 10-K for the fiscal year ending January 31, 2009, the Company will account for the operations of the WTS
business as discontinued operations in accordance with Statement of Financial Accounting Standards No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets.
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Risks of Remaining Business

By completing the sale of substantially all of the WTS assets as contemplated by the Purchase Agreement, the Company will no longer be engaged in the
WTS business, which accounted for a significant portion of the Company’s revenues for the fiscal year ended January 31, 2008 and for the nine months ended
October 31, 2008. As a result of the sale of the Company’s WTS assets as described above, the Company’s ChargeSource ® business remains the Company’s sole
operating business. Accordingly, the Company’s future profitability and results of operations will be dependent on this line of business and will be subject to
various risks and uncertainties. Many important risks and factors could adversely impact the Company’s ChargeSource® business and the Company’s results of
operations, including but not limited to:
 

 •  the current economic slowdown which could adversely impact demand for the Company’s ChargeSource® products and the Company’s ability to
accurately estimate such demand;

 

 •  the Company’s reliance on a limited number of customers for a significant portion of sales of its ChargeSource® products;
 

 •  difficulties and delays associated with the Company’s efforts to obtain cost reductions and to reduce the time to market for its ChargeSource ®

products;
 

 •  risks of third parties infringing our intellectual property;
 

 •  risks and uncertainties related to the Company’s ability to develop and introduce new ChargeSource® products successfully and market acceptance
of such new products; and

 

 •  risks associated with increased competition.

In addition to the risks and uncertainties above, other risks, uncertainties and factors could impact the Company’s business, including, without limitation,
those set forth under Item Part I, Item 1A “Risk Factors” in the Company’s Annual Report on Form 10-K for the fiscal year ended January 31, 2008 filed with the
SEC and those contained in the Company’s other filings with the SEC.

 

Item 7.01 Regulation FD Disclosure.

On January 7, 2009, the Company issued a press release announcing that it had closed the transactions contemplated by the Purchase Agreement. A copy
of the press release is attached hereto as Exhibit 99.2 and is incorporated herein by reference.

 

Item 9.01 Financial Statements and Exhibits.

(b)(1) Pro Forma Financial Information

Unaudited pro forma condensed consolidated financial information, including a condensed consolidated statement of operations for the year ended
January 31, 2008 and the nine months ended October 31, 2008 and a condensed consolidated balance sheet as of October 31, 2008 are attached hereto as Exhibit
99.3 and are incorporated herein by reference.
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(d) Exhibits.
 

Exhibit No.  Description

  2.1

  

Asset Purchase Agreement by and among Comarco, Inc., Comarco Wireless Technologies, Inc., Ascom Holding AG and Ascom Inc. dated
as of September 26, 2008 (incorporated by reference to Exhibit 2.1 to the Company’s Current Report on Form 8-K filed September 29,
2008).

99.1
  

Escrow Agreement dated January 6, 2009 by and among Comarco, Inc., Comarco Wireless Technologies, Inc., Ascom Holding AG, Ascom
Inc. and U.S. Bank National Association.

99.2   Press Release dated January 7, 2009.

99.3
  

Unaudited pro forma condensed consolidated financial information, including condensed consolidated statements of operations for the year
ended January 31, 2008 and nine months ended October 31, 2008 and a condensed consolidated balance sheet as of October 31, 2008.
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SIGNATURE

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

  
COMARCO, INC.
(Registrant)

Date: January 12, 2009   By:  /s/ WINSTON E. HICKMAN
   Winston E. Hickman
   Chief Financial Officer
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EXHIBIT INDEX
 

  2.1
  

Asset Purchase Agreement by and among Comarco, Inc., Comarco Wireless Technologies, Inc., Ascom Holding AG and Ascom Inc. dated as of
September 26, 2008 (incorporated by reference to Exhibit 2.1 to the Company’s Current Report on Form 8-K filed September 29, 2008).

99.1
  

Escrow Agreement dated January 6, 2009 by and among Comarco, Inc., Comarco Wireless Technologies, Inc., Ascom Holding AG, Ascom Inc. and
U.S. Bank National Association.

99.2   Press Release dated January 7, 2009.

99.3
  

Unaudited pro forma consolidated financial information, including condensed consolidated statements of operations for the year ended January 31,
2008 and the nine months ended October 31, 2008 and a condensed consolidated balance sheet as of October 31, 2008.
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Exhibit 99.1

ESCROW AGREEMENT

This Escrow Agreement (this “Agreement”), is made and entered into as of January 6, 2009 (the “Closing Date”), by and among: (i) Comarco Wireless
Technologies, Inc., a Delaware corporation (“CWT”) and Comarco, Inc., a California corporation (“Comarco,” and collectively with CWT, the “Seller Parties”),
on the one hand; (ii) Ascom Inc., a California corporation (“Purchaser”) and Ascom Holding AG, a corporation organized under the laws of Switzerland
(“Parent,” and collectively with Purchaser, the “Purchaser Parties”), on the other hand; and (iii) U.S. Bank National Association (the “Escrow Agent”).

RECITALS

Whereas, Purchaser Parties and Seller Parties have entered into an Asset Purchase Agreement dated as of September 26, 2008 (the “Purchase Agreement”),
pursuant to which Purchaser is acquiring certain assets from the Seller Parties and assuming certain liabilities. Capitalized terms used in this Agreement and not
otherwise defined shall have the meanings given to them in the Purchase Agreement.

Whereas, the Purchase Agreement contemplates the establishment of an escrow arrangement as security for the rights of the Purchaser Parties and their
respective officers, directors, shareholders, employees, agents, representatives, Affiliates, successors and assigns (collectively the “Purchaser Indemnitees”)
under Article VIII of the Purchase Agreement.

AGREEMENT

As an inducement to the Purchaser Parties and in consideration of the benefits provided under the Purchase Agreement, the parties, intending to be legally
bound, agree as follows:

Section 1. Establishment of Escrow Fund.

1.1Deposit of Escrow Amount. At the Closing, in accordance with the Purchase Agreement, Purchaser shall deposit with the Escrow Agent cash in
the amount of one million, two hundred seventy five thousand dollars ($1,275,000) (as increased by any earnings thereon and as reduced by any
disbursements, amounts withdrawn or losses on investments, the “Escrow Fund”). The Escrow Fund shall be held as security for the indemnification rights
of the Purchaser Indemnitees pursuant to Article VIII of the Purchase Agreement and in accordance with Section 8.02(C) of the Purchase Agreement.

1.2Appointment of Escrow Agent. The Purchaser Parties and the Seller Parties hereby appoint the Escrow Agent to serve as, and Escrow Agent
hereby agrees to act as, escrow agent and to hold, safeguard and disburse the Escrow Fund pursuant to the terms and conditions hereof.
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1.3Transferability. This Agreement may not be assigned without the express written consent of the Seller Parties and the Purchaser Parties (which
consent may not be unreasonably withheld), as the case may be; provided, however, that express written consent is not required from the other parties to
the extent that a party (i) sells, transfers or disposes of all or substantially all of its assets or (ii) consummates a merger or consolidation in which it is not
the surviving entity or a third party acquires, a single or series of related transactions, the beneficial ownership of securities possessing more than fifty
percent (50%) of the total combined voting power of its outstanding securities in the assigning party.

1.4Trust Fund. The Escrow Fund shall be held as a trust fund and shall not be subject to any lien, attachment, trustee process or any other judicial
process of any creditor of any party hereto. The Escrow Agent shall hold and safeguard the Escrow Fund until it is released in accordance with Section 6
below.

1.5Investment of Escrow Fund. The Escrow Agent shall invest and reinvest all cash funds held from time to time as part of the Escrow Fund in
(a) demand or time deposits of the Escrow Agent with a tenor of one month renewable automatically for the same period or (b) such other investments as
Purchaser and the Seller Representative shall approve in writing. In the absence of written instructions to the contrary, funds will be invested in the Escrow
Agent’s Insured Money Market Account. As and when the Escrow Fund is to be released under this Agreement, the Escrow Agent shall cause the
investments to be converted into cash in accordance with its customary procedures and shall not be liable for any loss of principal or income in connection
therewith. The Escrow Agent shall not be liable for any loss of principal or income due to the choice of investments in which the Escrow Fund is invested
or the choice of investments converted into cash pursuant to this Section 1.5.

Section 2.Administration of Escrow Fund. Except as otherwise provided herein, the Escrow Agent shall administer the Escrow Fund as follows:

2.1 If any Purchaser Parties on their own behalf or on behalf of any Purchaser Indemnitee has incurred or suffered a Loss for which it is entitled to
indemnification under Article VIII of the Purchase Agreement, Purchaser shall, on behalf of such Purchaser Indemnitee, deliver a written claim notice (a
“Claim Notice”) to Comarco and to the Escrow Agent. Each Claim Notice shall state (a) that Purchaser reasonably believes in good faith that there is or
has been a breach of a representation, warranty or covenant contained in the Purchase Agreement specifying the section of the Purchase Agreement or that
such Purchaser Indemnitee is otherwise entitled to indemnification pursuant to Article VIII of the Purchase Agreement, (b) a description of the facts and
circumstances in reasonable detail supporting the basis for such belief that there is or has been such a breach or the basis for which such Purchaser
Indemnitee is so entitled to indemnification under Article VIII of the Purchase Agreement, (c) the amount of Losses such Purchaser Indemnitee has so
incurred or suffered (the “Claimed Amount”), and (d) the extent to which the Basket has been applied against the current and/or previous Claim Notices.

2.2 Within thirty (30) days after receipt by Comarco of a Claim Notice, Comarco may deliver to Purchaser and to the Escrow Agent a written
response (the “Response Notice”) in which Comarco either: (a) agrees that an amount of cash equal to the full Claimed Amount may be released from the
Escrow Fund to Purchaser on behalf of the Purchaser Indemnitee; (b) agrees
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that an amount of cash equal to part, but not all, of the Claimed Amount (the “Agreed Amount”) may be released from the Escrow Fund to Purchaser on
behalf of the Purchaser Indemnitee; or (c) indicates that no part of the Escrow Fund may be released from the Escrow Fund to the Purchaser on behalf of
the Purchaser Indemnitee in respect of the Claimed Amount. Any part of the Claimed Amount that is not agreed to be released to the Purchaser pursuant to
the Response Notice shall be the “Contested Amount.” If a Response Notice is not received by the Escrow Agent within such thirty (30) day period, then
Comarco shall be conclusively deemed to have agreed that an amount of cash equal to the full Claimed Amount may be released to the Purchaser on behalf
of the Purchaser Indemnitee from the Escrow Fund and the Escrow Agent shall release such amount to the Purchaser as provided in Section 2.3.

2.3 If Comarco delivers a Response Notice agreeing that an amount of cash equal to the full Claimed Amount may be released from the Escrow
Fund to the Purchaser on behalf of such Purchaser Indemnitee, or if Comarco does not deliver a Response Notice on a timely basis in accordance with
Section 2.2, the Escrow Agent shall within five (5) business days following the receipt of such Response Notice (or, if the Escrow Agent has not received a
Response Notice, within five (5) business days following the expiration of the thirty (30) day period referred to in Section 2.2), deliver to the Purchaser on
behalf of such Purchaser Indemnitee such amount of cash equal to the Claimed Amount. Such payment shall be deemed to be made in full satisfaction of
the claim described in such Claim Notice.

2.4 If Comarco delivers a Response Notice agreeing that an amount of cash equal to less than the full Claimed Amount may be released from the
Escrow Fund to the Purchaser, the Escrow Agent shall, within five (5) business days following the receipt of such Response Notice, deliver to the
Purchaser on behalf of such Purchaser Indemnitee an amount of cash equal to the Agreed Amount. Such payment shall not be deemed to be made in full
satisfaction of the claim described in such Claim Notice, but shall count toward the satisfaction of the claim described in such Claim Notice, with the
remaining amount being the Contested Amount as provided in Section 2.2.

2.5 If Comarco delivers a Response Notice indicating that there is a Contested Amount, Comarco and the Purchaser shall attempt in good faith to
resolve the dispute related to the Contested Amount. If the Purchaser and Comarco resolve such dispute, such written resolution shall be binding on the
Purchaser Parties and such Purchaser Indemnitee, and a settlement agreement shall be signed by Purchaser and Comarco and sent to the Escrow Agent,
which shall, upon receipt thereof, if applicable, release cash from the Escrow Fund in accordance with such agreement. Unless and until the Escrow Agent
shall receive written notice that any such dispute has been resolved by the Purchaser and Comarco, the Escrow Agent may assume without inquiry that
such dispute has not been resolved. If the Purchaser and Comarco fail to reach agreement within thirty (30) days after Comarco’s delivery of a Response
Notice indicating that there is a Contested Amount, then the claim described in the Claim Notice shall be settled pursuant to the provisions set forth in
Section 10.11 of the Purchase Agreement.
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2.6 The Escrow Agent shall release funds from the Escrow Fund in connection with any Contested Amount within five (5) business days after the
delivery to it of: (i) a copy of a settlement agreement executed by Purchaser and Comarco setting forth instructions to the Escrow Agent as to the amount
of cash, if any, to be released from the Escrow Fund, with respect to such Contested Amount; or (ii) in the absence of such a settlement agreement, a copy
of a final and conclusive decision or award of an arbitrator appointed pursuant to Section 10.11 of the Purchase Agreement.

2.7 In the event of any ambiguity or uncertainty under this Agreement, or in any notice, instruction, or other communication received by the Escrow
Agent hereunder, the Escrow Agent may, in its discretion: (a) refrain from taking action, and may retain the Escrow Fund until and unless it receives
written instruction signed by the parties hereto that eliminates such uncertainty or ambiguity; (b) resign so a successor can be appointed pursuant to
Section 7 hereof; or (c) file a suit in interpleader and obtain an order from a court of competent jurisdiction requiring the parties to interplead and litigate in
such court their several claims and rights among themselves.

Section 3.Release of Escrow Fund. Within one (1) business day after the Termination Date (as defined in Section 6 hereof), the Escrow Agent shall
distribute to Comarco the cash held in the Escrow Fund, including any interest earned thereon, not otherwise distributed to the Purchaser pursuant to Section 2 or
to Comarco pursuant to Section 8.11. Notwithstanding the foregoing, if prior to the Termination Date, Purchaser has properly given a Claim Notice containing a
claim which has not been resolved prior to such date in accordance with Section 2, the Escrow Agent shall retain in the Escrow Fund after the Termination Date
an amount of cash equal to the amount described in the Claim Notice or the Contested Amount, as applicable.

Section 4.Fees and Expenses. The Escrow Agent shall be entitled to receive from time to time fees in accordance with Exhibit A hereto. In accordance
with Exhibit A, the Escrow Agent will also be entitled to reimbursement for reasonable and documented out-of-pocket expenses incurred by the Escrow Agent in
the performance of its duties hereunder and the execution and delivery of this Agreement. All such fees and expenses shall be paid in equal portions by the Seller
Parties, as to 50%, and the Purchaser Parties, as to the remaining 50%; provided, however, any fees and expenses attributable to the Seller Parties shall first be
deducted by the Escrow Agent from earned interest payable on the Escrow Fund.

Section 5.Limitation of Escrow Agent’s Liability.

5.1 The Escrow Agent undertakes to perform such duties as are specifically set forth in this Agreement only, each of which duties is merely
ministerial in nature, and the Escrow Agent shall have no duty under any other agreement or document, and no implied covenants or obligations shall be
read into this Agreement against the Escrow Agent. The Escrow Agent shall incur no liability with respect to any action taken by it or for any inaction on
its part in reliance upon any notice, direction, instruction, consent, statement or other document believed by it in good faith to be genuine and duly
authorized, nor for any other action or inaction except for its own gross negligence or willful misconduct. In all questions arising under this Agreement, the
Escrow Agent may rely on the written advice of counsel (whether such counsel shall be regularly retained or specifically employed),
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and for anything done, omitted or suffered in good faith by the Escrow Agent based upon such advice the Escrow Agent shall not be liable to anyone,
provided that Escrow Agent exercised reasonable care in selecting such counsel. In no event shall the Escrow Agent be liable for incidental, punitive or
consequential damages.

5.2 Purchaser Parties and the Seller Parties hereby agree jointly and severally to indemnify the Escrow Agent and its officers, directors, employees
and agents for, and hold it and them harmless against, any loss, liability or expense incurred without gross negligence or willful misconduct on the part of
Escrow Agent, arising out of or in connection with the Escrow Agent carrying out its duties hereunder. This right of indemnification shall survive the
termination of this Agreement, and the resignation or removal of the Escrow Agent.

Section 6.Termination. The terms of this Agreement shall terminate on the date that is the one year anniversary of the Closing Date (the “Termination
Date”) or, if earlier, upon the release by the Escrow Agent of the entire Escrow Fund in accordance with this Agreement; provided, however, that if on or prior to
the Termination Date, the Escrow Agent has received from Purchaser a Claim Notice in accordance with the terms and requirements set forth in Section 2.1,
setting forth a claim that has not been resolved by the Termination Date, then this Agreement shall continue in full force and effect with respect to the Escrow
Fund for the purpose of resolving Contested Claim until such Contested Claim has been resolved and the Escrow Fund released in accordance with this
Agreement.

Section 7.Successor Escrow Agent. In the event the Escrow Agent becomes unavailable or unwilling to continue as escrow agent under this Agreement,
the Escrow Agent may resign and be discharged from its duties and obligations hereunder by giving its written resignation to the parties to this Agreement. Such
resignation shall take effect not less than thirty (30) days after it is given to all parties hereto; provided, however, that no such resignation shall become effective
until the appointment of a successor escrow agent, which shall be accomplished as follows: Purchaser Parties and Seller Parties shall use their best efforts to
mutually agree on a successor escrow agent within thirty (30) days after receiving such notice. If the Purchaser Parties and Seller Parties fail to agree on a
successor escrow agent within such time, the Escrow Agent shall have the right to appoint a successor escrow agent authorized to do business in the State of
California, which successor escrow agent shall be reasonably acceptable to Purchaser Parties and Seller Parties. The successor Escrow Agent shall execute and
deliver to the Escrow Agent an instrument accepting such appointment, and the successor Escrow Agent shall, without further acts, be vested with all the estates,
property rights, powers and duties of the predecessor Escrow Agent as if originally named as Escrow Agent herein. The Escrow Agent shall act in accordance
with written instructions from Purchaser and Comarco as to the transfer of the Escrow Fund to a successor escrow agent. The Escrow Agent shall be paid any
outstanding fees and expenses prior to transferring the Escrow Fund to a successor escrow agent. Any corporation into which the Escrow Agent in its individual
capacity may be merged or converted or with which it may be consolidated, or any corporation resulting from any merger, conversion or consolidation to which
the Escrow Agent in its individual capacity shall be a party, or any corporation to which substantially all the corporate trust business of the Escrow Agent in its
individual capacity (including the administration of the Escrow Fund) may be transferred, shall be the Escrow Agent under this Agreement without further act.
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Section 8.Miscellaneous.

8.1Attorneys’ Fees. As among the Seller Parties and the Purchaser Parties, if any legal action or other legal proceeding relating to this Agreement or
the enforcement of any provision of this Agreement is brought against any party hereto, the prevailing party shall be entitled to recover reasonable
attorneys’ fees, costs and disbursements (in addition to any other relief to which the prevailing party may be entitled) at trial, or in any appeal or other
post-judgment proceeding, in addition to all other amounts provided by law.

8.2Notices. All notices, requests, claims, demands and other communications hereunder shall be in writing and shall be given or made (and shall be
deemed to have been duly given or made upon receipt) by delivery in person, by an internationally recognized overnight courier service, by facsimile or
registered or certified mail (postage prepaid, return receipt requested) to the respective parties hereto at the following addresses (or at such other address
for a party as shall be specified in a notice given in accordance with this Section 8.2):

 

(a)   if to the Seller Parties:

  Comarco, Inc.
  25541 Commercentre Drive
  Lake Forest, CA 92630
  Attention: Mr. Sam Inman
  Fax: (949) 599-1410

  with a copy to:

  Paul, Hastings, Janofsky & Walker LLP
  695 Town Center Drive, Suite 1700
  Costa Mesa, CA 92626

  
Attention: William Simpson, Esq. and
                  Stephen D. Cooke, Esq.

  Fax: 714 668-6364

(b)   if to the Purchaser Parties:

  

Ascom Holding AG
Stettbachstrasse 6
CH - 8600 Dübendorf
Attention: Patrick Grawehr, Esq.
Fax: 41 44 823 1359
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  with a copy to:

  

Baker & McKenzie LLP
12544 High Bluff Drive, Third Floor
San Diego, CA 92130
Attention: Ken Funahashi, Esq.
Fax: 858 259 8290

(c)   if to the Escrow Agent:

  

U.S. Bank National Association
Corporate Trust Services
633 West Fifth Street, 24th Floor
Los Angeles, CA 90071
Attention: Ilse J. Maldonado (2008 Comarco/Ascom Escrow)
Fax: 213 615 6199

Notwithstanding the foregoing, notices and the like addressed to the Escrow Agent shall be effective only upon receipt. The Escrow Agent may assume
that any Claim Notice, Response Notice or other notice of any kind required to be delivered to the Escrow Agent and any other Person has been received by such
other Person on the date it has been received by the Escrow Agent, but the Escrow Agent need not inquire into or verify such receipt.

8.3Headings. The bold-faced headings contained in this Agreement are for convenience of reference only, shall not be deemed to be a part of this
Agreement and shall not be referred to in connection with the construction or interpretation of this Agreement.

8.4Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the State of California, regardless of the
laws that might otherwise govern under applicable principles of conflicts of laws thereof. Any controversy, claim or dispute between the Seller Parties and
the Purchaser Parties directly or indirectly concerning this Agreement shall be settled pursuant to Sections 10.11 and 10.13 of the Purchase Agreement.

8.5Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors and
permitted assigns (if any).

8.6Waiver.

(a) No failure on the part of any Person to exercise any power, right, privilege or remedy under this Agreement, and no delay on the part of
any Person in exercising any power, right, privilege or remedy under this Agreement, shall operate as a waiver of such power, right, privilege or
remedy; and no single or partial exercise of any such power, right, privilege or remedy shall preclude any other or further exercise thereof or of any
other power, right, privilege or remedy.

(b) No Person shall be deemed to have waived any claim arising out of this Agreement, or any power, right, privilege or remedy under this
Agreement, unless the waiver of such claim, power, right, privilege or remedy is expressly set forth in a written instrument duly executed and
delivered on behalf of such Person; and any such waiver shall not be applicable or have any effect except in the specific instance in which it is
given.

 
7

Source: COMARCO INC, 8-K, January 12, 2009



8.7Amendment. This Agreement may not be amended, modified, altered or supplemented other than by means of a written instrument duly
executed and delivered on behalf of all of the parties hereto.

8.8Severability. In the event that any provision of this Agreement, or the application of any such provision to any Person or set of circumstances,
shall be determined to be invalid, unlawful, void or unenforceable to any extent, the remainder of this Agreement, and the application of such provision to
Persons or circumstances other than those as to which it is determined to be invalid, unlawful, void or unenforceable, shall not be impaired or otherwise
affected and shall continue to be valid and enforceable to the fullest extent permitted by law.

8.9Parties in Interest. Except as expressly provided herein, none of the provisions of this Agreement, express or implied, is intended to provide any
rights or remedies to any Person other than the parties hereto and their respective successors and assigns, if any.

8.10Entire Agreement. This Agreement sets forth the entire understanding of the parties hereto relating to the subject matter hereof and supersede
all prior agreements and understandings among or between any of the parties relating to the subject matter hereof.

8.11Tax Reporting Information and Certification of Tax Identification Numbers; Distribution of Interest Income.

(a) The parties hereto agree that, for all tax purposes, all amounts held in the Escrow Fund, including interest on or other income, if any,
attributable to the Escrow Fund or any other amount held in escrow by the Escrow Agent pursuant to this Agreement shall be allocated to the Seller
Parties. The parties hereto agree to provide the Escrow Agent with its tax identification number by furnishing an appropriate Form W-9 or W-8 BEN
and other forms and documents that the Escrow Agent may reasonably request (collectively, “Tax Reporting Documentation”) to the Escrow Agent.
The parties understand that, if such Tax Reporting Documentation is not so certified to the Escrow Agent, the Escrow Agent shall be required by the
Internal Revenue Code, as it may be amended from time to time, to withhold and promptly to remit to the Internal Revenue Service a portion of any
interest or other income earned on the investment of monies or other property held by the Escrow Agent pursuant to this Agreement.

(b) At the end of 2009 and at the end of each calendar year thereafter (until the Termination Date) and on the Termination Date, the Escrow
Agent shall promptly transfer to Comarco by wire transfer of immediately available funds an amount equal to the product of 40 percent multiplied
by the amount of accrued interest or income earned on the Escrow Fund since the last payment date under this Section. Comarco agrees to provide
the Escrow Agent with certified tax identification numbers for the appropriate Seller Party.
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8.12Cooperation. The Seller Parties and the Purchaser Parties agree to cooperate fully with the other party and the Escrow Agent and to execute and
deliver such further documents, certificates, agreements and instruments and to take such other actions as may be reasonably requested by the other party
or the Escrow Agent to evidence or reflect the transactions contemplated by this Agreement and to carry out the intent and purposes of this Agreement.

8.13Brokerage Confirmations. The parties acknowledge that to the extent regulations of the Comptroller of Currency or other applicable regulatory
entity grant a right to receive brokerage confirmations of security transactions of the escrow, the parties waive receipt of such confirmations, to the extent
permitted by law. The Escrow Agent shall furnish a statement of security transactions on its regular monthly reports.

8.14Specific Performance. The parties expressly agree that they will be irreparably damaged if this Agreement is not specifically enforced. Upon
breach or threatened breach of this terms, covenants and/or conditions of this Agreement by any party, the other parties shall, in addition to all other
remedies, be entitled to a temporary or permanent injunction, without showing any actual damage, and/or a decree for specific performance, in accordance
with the provisions of this Agreement.

8.15Construction.

(a) For purposes of this Agreement, whenever the context requires: the singular number shall include the plural, and vice versa; the masculine
gender shall include the feminine and neuter genders; the feminine gender shall include the masculine and neuter genders; and the neuter gender
shall include masculine and feminine genders.

(b) The parties hereto agree that any rule of construction to the effect that ambiguities are to be resolved against the drafting party shall not be
applied in the construction or interpretation of this Agreement.

(c) As used in this Agreement, the words “include” and “including,” and variations thereof, shall not be deemed to be terms of limitation, but
rather shall be deemed to be followed by the words “without limitation.”

(d) Except as otherwise indicated, all references in this Agreement to “Sections” and “Exhibits” are intended to refer to Sections of this
Agreement and Exhibits to this Agreement.

(e) All fractions, quotients and the product of any other computations contemplated in this Agreement shall be rounded to the fourth decimal
point.

8.16Counterparts. This Agreement may be executed in several counterparts (including facsimile), each of which shall constitute an original and all
of which, when taken together, shall constitute one agreement.
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8.17Patriot Act. To help the government fight the funding of terrorism and money laundering activities, federal law requires all financial institutions
to obtain, verify and record information that identifies each person who opens an account. For a non-individual person such as a business entity, a charity,
a trust or other legal entity the Escrow Agent will ask for documentation to verify its formation and existence as a legal entity. The Escrow Agent may also
ask to see financial statements, licenses, identification and authorization documents from individuals claiming authority to represent the entity or other
relevant documentation. The parties each agree to provide all such information and documentation as to themselves as requested by Escrow Agent to
ensure compliance with federal law.

(signature page follows)
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IN WITNESS WHEREOF, the parties have duly caused this Agreement to be executed as of the day and year first above written.
 

“Seller Parties”

COMARCO, INC.

By:  /s/ Samuel M. Inman, II
Name:  Samuel M. Inman, II
Its:  President and Chief Executive Officer

COMARCO WIRELESS TECHNOLOGIES, INC.

By:  /s/ Samuel M. Inman, II
Name:  Samuel M. Inman, II
Its:  President and Chief Executive Officer

[SIGNATURE PAGE TO ESCROW AGREEMENT]
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“Purchaser Parties”

ASCOM INC.

By:  /s/ Reto Pontoni
Name:  Reto Pontoni
Its:  Chief Financial Officer

By:  /s/ Patrick Grawehr, Esq.
Name:  Patrick Grawehr, Esq.
Its:  Secretary

ASCOM HOLDING AG

By:  /s/ Reto Pontoni
Name:  Reto Pontoni
Its:  Head of Corporate Treasury and Insurance

By:  /s/ Patrick Grawehr, Esq.
Name:  Patrick Grawehr, Esq.
Its:  General Counsel

[SIGNATURE PAGE TO ESCROW AGREEMENT]
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“Escrow Agent”

U.S. BANK NATIONAL ASSOCIATION

By:  /s/ Georgina Thomas
Name:  Georgina Thomas
Its:  Trust Officer

[SIGNATURE PAGE TO ESCROW AGREEMENT]
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Exhibit 99.2

COMARCO COMPLETES SALE OF ITS WIRELESS TEST SOLUTIONS BUSINESS

LAKE FOREST, CA, January 7, 2009 – Comarco, Inc. (NASDAQ: CMRO) today announced that it has completed the sale of substantially all the assets of its
wireless test solutions (WTS) business to Ascom Holding AG (SWX: ASCN), an international solution provider with comprehensive technological know-how in
mission-critical communications. The cash purchase price for the assets was $12.75 million, of which $1.275 million was placed into escrow.

“We are pleased with the purchase of WTS by our business partner Ascom. This is a key milestone in our stated strategy to focus on the ChargeSource ®

business. The combination of Ascom’s Mobile Test Solutions (MTS) and our WTS businesses will benefit both companies, our customers, and our employees
who continue with the business,” said Sam Inman, president and chief executive officer of Comarco.

“With the close of this transaction, we have reduced employee costs, including salary and benefits, by $4.8 million annually and expect to realize
significant reductions in facilities and other personnel-related costs as well,” Mr. Inman added. “These savings, along with the increase in cash on our balance
sheet, provide the company with additional financial flexibility to pursue our ChargeSource growth initiatives.”

Commenting on the Company’s ChargeSource strategy, Mr. Inman continued, “We have made solid progress with our ChargeSource business. On the
OEM side, we continue to ship our universal external power adapter to Lenovo and we were recently awarded a follow-on contract by Lenovo for our
next-generation ‘thin and light’ power adapter. Shipments of this new adapter are scheduled to begin in the second quarter of our 2010 fiscal year which begins
February 1st. We are moving forward to increase our business with additional OEM customers. Shipments of the redesigned power adapter for the retail market
began last month and we are aggressively working to expand our retail customer base. The work we have done with existing and potential new customers, new
product designs, cost management initiatives, and our improved balance sheet have positioned us well going into our new fiscal year.”

About Comarco

Based in Lake Forest, Calif., Comarco is a leading provider of innovative mobile power solutions through its ChargeSource® line of multi-function universal
mobile power products which can simultaneously power and charge multiple devices such as notebook computers, mobile phones, BlackBerry® smartphones,
iPods®, and many other rechargeable mobile devices. More information about Comarco and its product lines can be found atwww.comarco.com and
www.chargesource.com.

Forward-Looking Information

This news release includes “forward-looking statements” that are subject to risks, uncertainties, and other factors that could cause actual results or outcomes to
differ materially from those contemplated by the forward-looking statements, including, but not limited to, our statements about shipments of our next generation
“thin and light” adapter in the second fiscal quarter of fiscal year 2010. Forward-looking statements in this release are generally identified by words such as
“believes,” “anticipates,” “plans,” “expects,” “will,” “would,” and similar expressions that are intended to identify forward-looking statements. A number of
important factors could cause our results to differ materially from those indicated by these forward-looking statements, including, among others, the
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impact of perceived or actual weakening of economic conditions on customers and prospective customers spending on our products and services; quarterly
fluctuations in our revenue or other operating results; fluctuations in the demand for our products; unexpected difficulties and delays associated with our efforts
to bring our next-generation ChargeSource adapter to market or which otherwise increase our product costs; failure to meet financial expectations of analysts and
investors, including failure from significant reductions in demand from earlier anticipated levels; risks related to market acceptance of our products and our
ability to meet contractual and technical commitments with our customers; activities by us and others regarding protection of intellectual property; and
competitors release of competitive products and other risks and uncertainties. Further information on potential factors that could affect our financial results are
included in risks detailed from time to time in our Securities and Exchange Commission filings, including without limitation, our annual report of Form 10-K for
the fiscal year ended January 31, 2008. Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance, or achievements. Moreover, neither any other person nor we assume responsibility for the accuracy and
completeness of the forward-looking statements. We undertake no obligation to revise or update publicly any forward-looking statements for any reason.
 

Company Contacts:   Investor Contacts:
Winston Hickman   Douglas Sherk/Jenifer Kirtland
Chief Financial Officer   EVC Group, Inc.
Comarco, Inc.   (415) 896-6820
(949) 599-7446   dsherk@evcgroup.com
whickman@comarco.com   jkirtland@evcgroup.com
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Exhibit 99.3

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

On January 6, 2009, Comarco Inc. and its wholly owned subsidiary, Comarco Wireless Technologies, Inc., (collectively the “Company”) and Ascom, Inc.,
a California corporation, and Ascom Holding AG, a company organized under the laws of Switzerland, (collectively “Ascom”), closed the sale under the asset
purchase agreement dated September 26, 2008 (the “Purchase Agreement”), pursuant to which Ascom acquired the Company’s wireless test solutions business
(“WTS”). The transaction was structured as a sale of specified assets and the assumption of certain liabilities related directly and solely to the WTS business.

Additionally, on July 10, 2008, the Company sold the net assets and operations of its call box business for total cash of $2.7 million which was received on
July 10, 2008. The Company reflected the operations and related gain on sale of the call box business as discontinued operations for the three months ended
July 31, 2008. The Company recorded a combined pre-tax gain on the sale of net assets of approximately $0.5 million during its second and third quarters of
fiscal 2009.

The following unaudited pro forma condensed consolidated financial statements illustrate the effects of the Company’s sale of substantially all of the
assets related to the WTS business and the consummated sale of its call box business. The unaudited pro forma condensed consolidated balance sheet as of
October 31, 2008 is presented as if the WTS asset sale had been completed on October 31, 2008. The unaudited pro forma condensed consolidated statements of
operations for the nine months ended October 31, 2008 and the year ended January 31, 2008 are presented as though the sales of the call box business and the
WTS assets occurred on February 1, 2007.

These unaudited pro forma condensed consolidated financial statements have been derived from and should be read in conjunction with the Comarco
Inc.’s historical consolidated financial statements and accompanying notes previously filed in its Annual Report filed on Form 10-K for the year ended
January 31, 2008 and Quarterly Report filed on Form 10-Q for the quarter ended October 31, 2008. The unaudited pro forma condensed consolidated financial
statements are not necessarily indicative of the results of consolidated operations or financial position of the Company that would have been reported had the
transactions described above been completed as of the dates presented, and are not necessarily representative of the future consolidated results of operations or
financial position of the Company.
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COMARCO, Inc.
Unaudited Pro Forma Condensed Consolidated Balance Sheet
As of October 31, 2008
(in thousands)
 

   
Comarco
Historical   

WTS
Adjustments   

Other
Adjustments  

Comarco
Pro Forma

Current Assets:      
Cash and cash equivalents   $ 7,607  $ —    $ 9,875(A)  $ 17,482
Accounts receivable, net    4,222   (850)(B)   —     3,372
Inventory, net    4,793   (2,121)(B)   —     2,672
Other current assets    776   (9)(B)   —     767

                

Total current assets    17,398   (2,980)   9,875   24,293
Property and equipment, net    2,058   (194)(B)   —     1,864
Software development costs, net    688   (688)(B)   —     —  
Acquired Intangible assets, net    408   (408)(B)   —     —  
Goodwill    1,898   (1,898)(B)   —     —  
Restricted cash    250   —     —     250
Other assets    4   (1)(B)   —     3

                

Total assets   $ 22,704  $ (6,169)  $ 9,875  $ 26,410
    

 

   

 

   

 

   

Current Liabilities:      
Accounts payable   $ 1,231  $ (140)(B)   —    $ 1,091
Deferred revenue    1,843   (1,765)(B)   —     78
Accrued liabilities    4,741   (1,254)(B)   158(D)   3,645

                

Total current liabilities    7,815   (3,159)   158   4,814
FIN 48 tax liability    86   —     —     86
Deferred rent    419   —     —     419
Deferred revenue    1,026   (1,021)(B)   —     5

                

Total liabilities    9,346   (4,180)   158   5,324
                

Stockholders’ Equity:      
Common stock    733   —     —     733
Paid-in capital    14,642   —     —     14,642
Retained earnings    (2,017)   (1,989)(C)   9,717(C)   5,711

                

Total stockholders’ equity    13,358   (1,989)   9,717   21,086
                

Total liabilities and stockholders’ equity   $ 22,704  $ (6,169)  $ 9,875  $ 26,410
    

 

   

 

   

 

   

See Accompanying Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
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COMARCO, Inc.
Unaudited Pro Forma Condensed Consolidated Statement of Operations
For the Nine Months Ended October 31, 2008
(in thousands, except per share amounts)
 

   
Comarco
Historical   

WTS
Adjustments   

Other
Adjustments   

Comarco
Pro Forma  

Revenue   $ 21,763  $ 11,548(E)  $ —    $ 10,215 
Cost of revenue    14,898   4,476(E)   —     10,422 

                 

Gross profit (loss)    6,865   7,072   —     (207)
Selling, general, and administrative expenses    10,294   2,161(E)   —     8,133 
Engineering and support costs    5,954   3,847(E)   —     2,107 

                 

   16,248   6,008   —     10,240 
                 

Operating income (loss)    (9,383)   1,064   —     (10,447)
Other income, net    105   —     —     105 

                 

Income (loss) from continuing operations    (9,278)   1,064   —     (10,342)
Income tax (expense) benefit    632   (417)(E)   (1,049)(G)   —   
Income from discontinued operations, net of income taxes    981   —     (981)(H)   —   

                 

Net income (loss)   $ (7,665)  $ 647  $ (2,030)  $ (10,342)
    

 

   

 

   

 

   

 

Basic and Diluted:      
Net income (loss) per share   $ (1.05)  $ 0.09  $ (0.28)  $ (1.41)
Weighted average shares outstanding    7,327   7,327   7,327   7,327 

See Accompanying Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
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COMARCO, Inc.
Unaudited Pro Forma Condensed Consolidated Statement of Operations
For the Year Ended January 31, 2008
(in thousands, except per share amounts)
 

   
Comarco
Historical   

Adjusted
Call Box

Historical   

Comarco
Pro Forma

Before WTS
Adjustments   

WTS
Adjustments   

Other
Adjustments  

Comarco
Pro Forma  

Revenue   $ 23,200  $ 11,109(F)  $ 12,091  $ 6,657(E)  $ —    $ 5,434 
Cost of revenue    17,374   6,311(F)   11,063   3,461(E)   —     7,602 

                         

Gross profit (loss)    5,826   4,798   1,028   3,196   —     (2,168)
Selling, general, and administrative expenses    10,245   356(F)   9,889   2,983(E)   —     6,906 
Asset impairment charge    496   496(F)   —     —     —     —   
Engineering and support costs    8,798   387(F)   8,411   5,770(E)   —     2,641 

                         

   19,539   1,239   18,300   8,753   —     9,547 
                         

Operating income (loss)    (13,713)   3,559   (17,272)   (5,557)   —     (11,715)
Other income, net    842   —     842   —     —     842 
Gain on sale of investment in SwissQual    1,976   —     1,976   1,976(E)   —     —   
Gain on sale of equipment, net    321   —     321   321(E)   —     —   

                         

Income (loss) before income taxes    (10,574)   3,559   (14,133)   (3,260)   —     (10,873)
Income tax (expense) benefit    590   (1,394)(F)   1,984   1,277(E)   117(G)   590 

                         

Net income (loss)   $ (9,984)  $ 2,165  $ (12,149)  $ (1,983)  $ 117(G)  $ (10,283)
    

 

   

 

   

 

   

 

   

 

   

 

Basic and Diluted:        
Net income (loss) per share   $ (1.36)  $ 0.30  $ (1.66)  $ (0.27)  $ 0.01  $ (1.40)
Weighted average shares outstanding    7,338   7,338   7,338   7,338   7,338   7,338 

See Accompanying Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
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BASIS OF PRO FORMA PRESENTATION

The unaudited pro forma condensed consolidated balance sheet reflects the specific assets and liabilities to be sold to and assumed by Ascom under the
Purchase Agreement. The unaudited pro forma condensed consolidated statements of operations exclude revenues and expenses directly related to the WTS and
call box businesses. As such, the unaudited pro forma condensed consolidated statements of operations do not reflect a reduction of general corporate allocations
or other indirect costs which may be expected to occur as a result of the transactions, except as indicated in the accompanying notes.

Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
 

 (A) Reflects the adjustments to cash and cash equivalents related to the sale of substantially all of the WTS assets as follows:
 

Cash Consideration   $12,750,000 
Less:   

Cash held in escrow    (1,275,000)
Broker fees and fairness opinion    (600,000)
Legal and accounting fees    (1,000,000)

     

Adjusted cash consideration   $ 9,875,000 
    

 

The Purchase Agreement requires a total of $1,275,000 be held in escrow for up to twelve months from the closing date of the transaction as
security for the general indemnification rights of Ascom. Such amount has been excluded from the adjusted cash consideration in the table above. If
the escrowed funds are released to the Company, the additional consideration received will serve to increase the Company’s gain on the sale of
substantially all of the assets relating to its WTS business.

 

 (B) Reflects the adjustments to the Company’s historical combined balance sheet for specific assets and liabilities transferred to Ascom under the
Purchase Agreement.

 

 (C) Reflects an estimated net gain, net of tax, on the sale of WTS.
 

Gain from sale of WTS:   
Adjusted cash consideration   $ 9,875,000 
Total assets transferred (see Note B)    (6,169,000)
Total liabilities assumed (see Note B)    4,180,000 

     

Pre-tax gain on sale of WTS    7,886,000 
Tax on gain from sale of WTS    (158,000)

     

Net gain from sale of WTS   $ 7,728,000 
    

 

 

 

(D) Reflects current tax liabilities on the estimated taxable gain from the sale of the WTS assets. The release of escrow amounts from the WTS sale
transaction is expected to be taxable in the year received by the Company and as such, is not included. Although the asset sale will result in a taxable
gain to the Company, a substantial portion of the taxable gain will be offset by current year losses from operations for both federal and state tax
purposes and available net operating loss carry-forwards being retained by the Company for federal tax purposes.

 

 

(E) Reflects adjustments to remove the results of operations directly attributable to the WTS business. Such pro forma adjustments do not include
indirect corporate expenses incurred by the Company on behalf of the WTS business, except for those costs that will be borne by Ascom on a
prospective basis. For the periods presented, pro forma income tax expense has been computed using statutory rates applied to the pro forma
adjustments to the extent of business segment income. A non-recurring net gain on sale has been excluded from the unaudited pro forma condensed
consolidated statements of operations, but will be included in the Company’s fourth quarter of fiscal 2009 consolidated statement of operations.
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(F) Reflects adjustments to remove the results of operations directly attributable to the call box business. Such pro forma adjustments do not include
indirect corporate expenses incurred by the Company on behalf of the call box business. For the year ended January 31, 2008, pro forma income tax
expense has been computed using statutory rates applied to the pro forma adjustments to the extent of business segment income. For the nine months
ended October 31, 2008, income tax expense was allocated to continuing operations and discontinued operations in the Company’s consolidated
historical financial statements in accordance with the intra-period allocation provisions of SFAS No. 109, “Accounting for Income Taxes.”

 

 
(G) The pro forma income tax adjustments have been computed using statutory rates applied to the pro forma adjustment to the extent of business

segment income. However, since the Company retains a full valuation allowance with respect to its net deferred tax assets, an offsetting adjustment
has been reflected through other adjustments.

 

 (H) Reflects an adjustment to remove the income from discontinued operations related to the call box business, which was sold on July 10, 2008.
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