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PART |
ltem 1. Business

This Annual Report on Form 10-K (incluglithe section regarding Management'’s Discussionfaradysis of Financial Condition and
Results of Operations) contains forward-lookindesteents regarding our business, financial conditiesults of operations and prospects.
Words such as “expects,” “anticipates,” “intendmlans,” “believes,” “seeks,” “estimatesihd similar expressions or variations of such w
are intended to identify forward-looking statemebts#t are not deemed to represent an all-inclusigans of identifying forward-looking
statements as denoted in this Annual Report on AdriK. Additionally, statements concerning futurattars are forwardboking statement:

Although forward-looking statements irstAnnual Report on Form 10-K reflect the goodHgitdgment of our management, such
statements can only be based on facts and faaiaently known by us. Consequently, forward-looksigtements are inherently subject to
risks and uncertainties and actual results ancoouts may differ materially from the results andcontes discussed in or anticipated by the
forward{ooking statements. Factors that could cause diriboite to such differences in results and outcomelside, without limitation, thos
specifically addressed under the heading “RisksilRdlto Our Businesdjelow, as well as those discussed elsewhere iritiisial Report ol
Form 10-K. Readers are urged not to place undisncs on these forward-looking statements, whigdakmnly as of the date of this Annual
Report on Form 10-K. We file reports with the Sées and Exchange Commission (“SEC”). We makelatség on our website under
“Investor Relations/SEC Filings,” free of charger annual reports on Form 10-K, quarterly report$~orm 10-Q, current reports on Form 8-
K and amendments to those reports as soon as eddgqmacticable after we electronically file sunlaterials with or furnish them to the
SEC. Our website address is www.wfinet.co¥fou can also read and copy any materials we fith thie SEC at the SEC’s Public Reference
Room at 450 Fifth Street, NW, Washington, DC 20548u can obtain additional information about thegiion of the Public Reference
Room by calling the SEC at 1-800-SEC-0330. In &olditthe SEC maintains an Internet site (www.seg.¢itat contains reports, proxy and
information statements, and other information rdupay issuers that file electronically with the SEluding us.

We undertake no obligation to revise pdate any forward-looking statements in order fecéany event or circumstance that may
arise after the date of this Annual Report on Faf+K. Readers are urged to carefully review andsiwtar the various disclosures made
throughout the entirety of this Annual Report, whattempt to advise interested parties of the @sldsfactors that may affect our business,
financial condition, results of operations and peigs.

Description of the Business
General

Wireless Facilities, Inc. is an indepemdgarovider of outsourced services for the wireleemmunications industry. We were
incorporated in the state of New York on Deceml8r1P94 and began operations in March 1995. Weognorated in the state of
Delaware in 1998. We consummated our initial pubffering on November 5, 1999.

The principal services we provide incluidet are not limited to, project planning, desidaployment and the overall management of
wireless telecommunications networks. This worknariily involves radio frequency engineering, siseelopment, project management and
the installation of radio equipment networks. Waogbrovide network management services, which irevdhay-to-day optimization and
maintenance of wireless networks. As part of otatsty, we are technology and vendor independeatb&lieve that this aligns our goals
with those of our customers and enables us to tibghy evaluate and recommend specific productgchnologies. We provide network
design and deployment services to wireless carineigading, but not limited to, (in alphabeticalder) AT&T Wireless, Cingular, Sprint, T-
Mobile, Telcel, Verizon and equipment vendors saslEricsson, Nortel and Siemens. We also providéces to Bechtel Corporation, a
global engineering and project management comgartyurn, Bechtel Corporation provides servicesathbwireless carriers and equipment
manufacturers.

Our services are principally designedtprove our customers’ competitive position throtlgé planning, design and deployment and
management of their networks. We have internallyetigped a methodology of planning and deployingless
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networks that allows us to deliver reliable andaui@ network solutions. We offer our services ity on a fixedprice basis with schedul
deadlines for completion times, that is, on a ticeetain basis. We believe this enables our customeemprove their ability to forecast the
costs and timing of network deployment and managéenTdis allows our customers to increase theiugoen internal core competencies and
rely on us for planning, designing, deploying arahaging their networks.

Our operations are primarily in the Uditates. In addition, we have ongoing projectsoumtries within Europe, Middle East, Africa
(collectively, “"EMEA”) and Latin America. Additiorly, in 2002 we commenced operations in the PeoRkgsublic of China. Approximately
17% of our revenues for the twelve months endecebBber 31, 2002, were derived from internationakagens. Since our public offering,
we have expanded our business primarily througlatigiisition of companies. Through our acquisitiba 16.67% interest in the operations
of Diverse Networks, Inc. in May 2000, we enhanoadnetwork management services as well as dewvetliopleistry relationships for various
post-deployment services. Our acquisition of Quedttd. in August 2000, expanded our offering afhibconsulting and development
services. In addition, our acquisition of Teliar@racting AB and Telia Academy AB in October andcBraber 2000, respectively, allowed
to become a global provider of network managenraiming and consulting services to the global tehemunications industry.

Fiscal Calendar

We operate and report using a 52-53 viisell year ending the last Friday in DecemberaAssult, a fifty-third week is added every
five or six years. Our 52 week fiscal years cansfisour equal quarters of 13 weeks each, andb8uwveek fiscal years will consist of three
week quarters and one 14 week quarter. The finbresalts for our 53 week fiscal years and our Békfiscal quarters will not be exactly
comparable to our 52 week fiscal years and our @8kwiscal quarters. For presentation purposefisalil periods presented or discussed in
this report have been presented as ending onshddg of the nearest calendar month. For exarople2002 fiscal year ended on
December 27, 2002, but we present our 2002 fiseat s ending on December 31, 2002.

Industry Background

Wireless networks are telecom systemb bsing highly specialized radio equipment. Th@liementation of a wireless network
involves several project phases, including planpieggign and deployment. During the planning phdseisions are made about competitive
profile, equipment type and configuration and pfaeat. These decisions are based on a number dfieoasons, including phone subscriber
profiles, ad target markets, forecasts of call esfigancial modeling and forecasting and radioireeying analysis. The design phase follc
and involves the coordinated efforts of radio ergis, site development professionals and otheniealhdisciplines. Potential equipment
sites are identified, based on a range of variahtdading radio propagation characteristics, eenits, site access, and construction
feasibility.

Once a network design has been accelpiedi or building rooftops must be bought or leafeedowers or telecom equipment, includ
radio base stations, antennas and supporting @hécst This site development phase requires imont 2 number of specialists, including 1
estate, land use and legal professionals who wdrklacal jurisdictions to secure any necessary lase, zoning and related construction
permits. Next, construction and equipment instafamust be performed. Finally, radio frequencyiragrs commission the new radio
equipment, test it, integrate it with existing netis and calibrate the components to optimize perdmce.

Once placed in service, wireless netwankst be continually updated, recalibrated, turrediraonitored for performance and faults.
Traffic patterns change, trees or buildings magkbl@dio signals and interference may be encouthieoen neighboring or competing
networks or other radio sources. Usage patternsamaygge because of new rate plans, new featuiasreasing sales. Optimization is the
process of tuning the network to take into accauich changes, and often gives rise to maintenaisks such as antenna changes, new
equipment installations or the replacement of srmsrd or failed components.

Changes in the Wireless Telecom Industry

Wireless carriers are under pressureticuously upgrade their networks with new tecbgas and expand into new geographic
regions in order to remain competitive and satik®ydemand for ubiquitous wireless service. Theatatrfor wireless Internet access and
other data services, has created the need to adeptechnologies such as those embodied in theneam 2.5G and emerging third-
generation (3G) standards. High-speed fiber netsvark being coupled with mobile broadband wirelesknologies to deliver enhanced
telecom capabilities and features to new customedsmarkets. During 2001 and 2002, a weakened woddomy and tightened capital
markets constrained the growth of the wirelesct@tenunications industry, resulting in significaelal/s associated with certain buildouts
within the wireless communications networks.

As carriers deploy their wireless netvgrthey face significant competition. Through ptization in the 1980s, domestic and
international deregulation in the 1990s, and mecemntly, constrained capital markets, the competiandscape has changed for wireless
carriers. For carriers to differentiate themselwed remain competitive in this new environment bebeve they will need to continue
upgrading networks to:



provide seamless nationwide coverage and avoidnskgEroaming cost:
offer enhanced services, such as one rate plaltey, i3, text messaging and emergency 911 locatorises;

implement third-generation (3G) network standacaddeliver higher speed wireless data servicesydhiay Internet access and two-
way ¢e-mail; and

continuously challenge wireline services to atteaad gain more wireless service custom
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Many established carriers have stoppedkterred the build-out of their networks in thereat uncertain markets for capital and
telecommunication services. As a result, and nbsténding long-term growth projections for the \gss industry, the near-term outlook for
the deployment of wireless networks remains ungergee the section “Risks Related to Our Busingsfem 1 of this Annual Report on
Form 10-K.

Challenges for Wireless Carriers and Equipment Vendrs

Due to this increasingly competitive @omment, carriers are focused on satisfying custatamand for enhanced services, seamless
and comprehensive coverage, better quality, fattr transmission and lower prices. It has alsatedean environment where speed to
market is an important component of a wirelessi@asrsuccess. Carriers are also faced with th#estge of managing increasingly complex
networks and technologies. For example, the inctdn of wireless Internet technologies and theaghan higher speed mobile wireless
services requiring the transmission of large am®ohdata creates additional new technological lesrtbr carriers establishing or upgrading
their networks. In this dynamic environment, customcquisition and retention are key determinahssiocess. In our experience, this has
required carriers to increasingly prioritize theisources and focus on revenue generating acsivatieoutsourcing functions outside their core
competencies.

The changing environment is also plaaiggificant operational challenges on carriersri@es must make decisions about which
geographic markets to serve and which servicegeartthologies to offer. Declining prices per minatel per subscriber are slowing revenue
growth, which constrains carrier capital resouraed necessitates more efficient network plannirdydeployment. Staffing challenges and
process implementations can present cost unceesimnd operational challenges for carriers toalephd manage their networks. The
technical complexity of wireless networks is in@ieg as the concurrent management of analog, ledjgitgl and next generation
technologies evolves. Additionally, networks arengedeployed with equipment from unrelated vendposing system integration challeng
This situation is exacerbated by the potentiafdother consolidation within the industry. Whilercsolidation creates opportunities for new
technology platforms and allows business modelsdata solutions to form new nationwide networkss titen entails operational challeng
for carriers to effectively integrate their distimetworks and can create a deferral to certaiitalagpending.

Equipment vendors are also facing nuneathallenges as they develop new generations gbment with increased features and
functionality. Vendors traditionally provide equipmt and related services that can be deployedmétltiarrier’'s existing network and
integrate with equipment offered by other vendéisa result of the rapid pace of technological geanve believe that equipment vendors
have increasingly focused on offering competitivedoict solutions and outsourced services suchtasredesign, deployment and
management. During 2001 and 2002, equipment mauméas experienced substantial downsizing as dtreftight capital markets and
reduced carrier infrastructure investments. Inféorteto continue to provide the full range of sielss required to implement their equipment,
we believe manufacturers will increasingly turrotd@sourcing for these technical services that eesigside their core competencies.

The Need for Outsourcing

We believe that carriers, equipment vesdmd related engineering and project managenoemp@&nies are outsourcing a portion or an
all-inclusive level of network planning, design andldgment and project management functions in orddéo¢us on their core competenci
reduce their infrastructure costs and, hence, ingtbeir competitive advantage. We believe wiretegsiers and equipment vendors who are
seeking outsourcing are looking for service prokgdeho:

e accommodate largeseale, domestic and international design and depdoy projects through sufficient numbers of higsiylled anc
experienced employee

» offer turnkey solutions
» are technology and vendor independ
» offer fixec-price, time-certain services; ar

* update, manage, optimize, monitor and maintain dexnpireless network
The WFI Solution

We provide outsourced services to telecamiers, equipment vendors and related engingariil project management companies for
the planning, design, deployment and ongoing ogtition and management of wireless networks. We tifekey solutions on a fixeprice,
time-certain basis as well as on a time and expeasis. We have expertise with all major wireleshnologies, and have deployed
equipment supplied by a majority of the world’sde® equipment vendors. We believe that we arebsttited to manage large-scale
deployments for our customers, both domesticaltyiaternationally than telecommunications carrigggg their own internal resources or
coordinating multiple st-contractors. Our project management process enablssmeet our custom’ needs for high quality networl



delivered on time and within budget. Additionally,
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with the emergence of WLAN (Wireless Local Area WNetks or “Wi-Fi”) services, we are positioning oehges as a provider of engineering
and deployment services to carriers with Wi-Fiiatives.

Turnkey Solutions. Traditionally, carriers engaged a number of §iron used internal personnel to build and opelsi tvireless
networks. In this case, the carrier was responsislthe coordination and integration of the vas@roups and defined and implemented the
process to be used. The turnkey approach that feealfows the carrier to engage a single respdamgiarty who is accountable for delivering
and managing the network under a single mastercgeagreement. In contrast to traditional methadsprovide management services during
each phase of the engagement, enabling us toegffigischedule processes and resources, redu@rtgrh and cost of network deployment
and management and subsequent maintenance costsrade the system. We provide our customers witfinaary point of accountability
which, in turn, reduces the inefficiencies asseclatith coordinating multiple subcontractors. Iigidn, we eliminate the need for a carrier
or equipment vendor to assemble, train and retetwark deployment and management staff, resultingptential additional cost and a
reduction in time efficiencies. Our turnkey solutsoallows carriers and vendors to focus their resgsion revenue generating activities.

Technology and Vendor Independence for Both Mobile and Fixed Wireless Operations. We have experience in all major wireless
technologies, including: conversion of analog,dall systems to digital capability (CDMA, TDMA, GSNEPRS and iDEN); deployment of
digital PCS systems; migration to 3G network platfe to provide high speed wireless data Interngalsgity, such as UMTS spectrum in
Europe. Two critical components of our ability teeh and exceed customer expectations are our booge of services and our technology
expertise and overall independence. We are coliyrkeeping abreast of next generation technolotpesaintain and enhance technology
expertise. Consistent with our vendor independelityy we have not aligned ourselves with the pridwf any particular vendor. We
provide services to many of the largest wirelessea along with engineering staff that are quedifand approved by all major wireless
equipment vendors. Our technology and vendor inaggece results in objective recommendations tatséomer based on the full profile of
the customer’s needs.

Fixed-Price and Time-Certain Delivery . A significant portion of our services (48% duyifiscal year 2002) are sold primarily on a
fixed-price, time-certain basis, where our custampaty by project site (as defined in the agreerbaséd on milestones), rather than by the
hour. By selling our services primarily on a fixpdee, time-certain basis, we enable our custontebetter forecast their capital expenditures
and more accurately forecast the timing and cdstetwork deployment and management. Our methdked-price and time-certain
delivery allows them to focus on their core competes and rely on us for the cost-effective plagnaleployment and management of their
networks.

Time and Expense Services. We also provide services to customers on a éintkexpense method whereby customers are billealfor
services by the hour and for related expensesregdor materials required to complete a projebisBervice type provides our customers
with the flexibility to outsource certain projestdich allows them, in turn, to leverage their owsaurces.

Proven Methodology . Our project management process enables us tbaneeustomers’ needs without compromising qualitye
leverage our experience, which we obtained fronptiwr implementations associated with hundredgrojects that were diverse in nature,
which reduces the time to market for new projefets.example, project managers utilize our comprsiverproject management process to
chart project progress and coordinate the intemuaif numerous specialized activities during theigie and deployment of a network. We
have dedicated staff employed to facilitate effiti'eedback of information among the various spieéd activities so that our project teams
work quickly and effectively. Through this coordied effort and the use of Dynamic Tracker®, oumpietary project tracking software tool,
we are able to continually optimize human resodeg@oyment and, hence, deliver what we believepoasent the most efficient and
effective solutions on time and within budget.

Depth and Scale.  Our principal asset is our staff, 87% of whom wditectly on customer projects. As of December ID2Z we
employed approximately 620 engineers. Our technicdbgxpertise and industry knowledge has enabdeith fiorm strong customer
relationships with early stage telecom venturesyalsas established carriers and equipment vendloeddition, we have established
corporate resource centers in Mexico, Brazil, UthKéngdom, Sweden and China. We believe our consghitiresence in these countries
facilitates, and therefore, enhances our abilitgustomize services to meet the needs of our iatmal customer base via a comprehensive
understanding of the local economic issues, busipesctices and culture.

Operating Segments

Our business is organized into three anjnoperating segments: business consulting, desigrdeployment services, and network
management services. See Note 12 to our Consdliff@ncial Statements for information with resgeatevenues, operating results and
long-lived assets of each segment.



Table of Contents
Business Consulting

We provide business consulting servicesfi pre-deployment planning steps involved ichtlogy assessment, market analysis, and
business plan development. We study and analyzeatffie patterns, population density, topography aropagation environment in each
market under consideration. Our wd#veloped capability in geographic information eyss (GIS) services is used for network design dk
as deployment. We have developed a proprietaryadetbgy to assist customers in analysis of the eitiye landscape for mobile
broadband services. We utilize expertise and éspes to analyze the financial, engineering, coitipetmarket and technology issues
applicable to a proposed technology or networkagpknt project. Drawing upon the demographic anslgsd preliminary network
dimensioning and benchmarks for deploymesié&ted expenditures from our various functionalugs and consultants, we create new bus
strategies or evaluate existing deployment strate@ervices include:

» defining subscriber profiles and target marketsluiding competitive and regulatory analy:
» developing service offerings and marketing plaras thive usage forecastin
» network design and backbone configuration;

* business plan development and financial mode

We have worked on a number of high pedfiisiness and technology planning projects imihgless industry, covering a range of
mobile broadband and satellite technologies. Altfiothe size of these projects is typically smahescope than design and deployment
projects, they are strategically important to usdwuse they represent opportunities to build ratatigps and credibility with customers during
the planning phase, and they enhance our expesamite leading edge technologies. These servieesféered on both a time and materials
and fixed price basis.

Design and Deployment Services
We provide a range of services for tHedesign and deployment of wireless networks. Sgeivices include:

Radio Freguency Engineering . Radio frequency engineers design each integrairedess system to meet the customer’s transnmssio
requirements. These requirements are based upaijezted level of subscriber density and trafficmd@d and the coverage area specified by
the operator’s license or cost-benefit decisions. €éngineers perform the calculations, measurensrttests necessary to determine the
optimal placement of the wireless equipment. Initimitto meeting basic transmission requiremeiis,radio frequency network design must
make optimal use of radio frequency and resulbénhighest possible signal quality for the gregtestion of subscriber usage within existing
constraints. The constraints may be imposed byparstimeters, terrain, license limitations, intexfee with other operators, site availability,
applicable zoning requirements and other factors.

Soectrum Relocation .  To enable customers to use the radio frequepegtrum they have licensed, it is often necedsaryustomers
to analyze the licensed spectrum for interferenoe fexisting users of this portion of the spectramd move these incumbent users to new
frequencies. We assist our customers in accompisthiis spectrum relocation by providing completépto-point and point-to-multipoint
line-of-sight microwave and other types of engimeggand support services. Engineering and supgovices include identifying existing
microwave or other frequency uses, negotiatingcadion with incumbent users, managing and trackéhgcation progress and documenting
the final decommissioning and replacement of ticenmbent users’ facilities.

Fixed Network Engineering. Most wireless calls are ultimately routed throughigeline network. As a result, the traffic fromnefess
networks must be connected with switching centetisimvwireline networks. We establish the most@éfint method to connect cell sites to
the wireline backbone, whether by microwave radibylandline connections. Our engineers are insdln specifying, provisioning and
implementing fixed network facilities.

Ste Development. Site development experts study the feasibilitplating base stations in the area under considerbm a zoning
perspective, negotiate leases and secure buildingits, supervise and coordinate the civil engiimgerequired to prepare the rooftop or
tower site, manage multiple construction subcomtracand secure the proper electrical and telecamuations connections.

Installation and Optimization Services. We install radio frequency equipment, includingéatation electronics and antennas, and
recommend and implement location, software andeigpehanges required to meet the customer’s perdoce specifications. We provide
installation and optimization services for all maRCS, cellular and mobile broadband wirelessra@rface standards and equipment
manufacturers. We also perform initial optimizattesting of installed networks to maximize theaéncy of these networks.
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Network Management Services

Network management services are compo$eadst-deployment radio frequency optimizatiorvess and network operations and
maintenance services.

Post-Deployment Radio Frequency Optimization. Upon initial deployment, a network is optimizedpimvide wireless service based
upon a set of parameters existing at that timd) sagacell density, spectrum usage, base statietosiitions and estimated calling volumes
and traffic patterns. Over time, call volumes drestparameters may change, requiring, for exantipderelocation of base stations, additiol
new equipment or the implementation of system ecéraents. We offer ongoing radio frequency optini@aservices to periodically test
network elements, tune the network for optimal perfance and identify elements that need to be degrar replaced.

Network Operations and Maintenance. For customers with ongoing outsourcing needs, aveassume responsibility for day-to-day
operation and maintenance of their wireless netadrke relationship we develop with our customergHis type of outsourcing contract
begins with a team of engineers and other profaasiend support staff aligned to meet the custasrspécific needs. We take into account
such variables as grade of service and reliabi#iuirements, equipment manufacturer certificatind geographic layout of the system in
question for determining the allocation of site ni@nance and other responsibilities between owicgeteam and the customer’s own
personnel. We provide staffing to perform the neagsservices for centralized network monitorind aptimization services and ongoing
optimization, operations, maintenance and repadritital network elements, including base stagguipment, mobile switching centers and
network operating centers to the extent requiredsbgustomers.

ISO Qualification

In November 2002, we received 1ISO 900Q@¢ertification. This certification validates tha¢ are among an exclusive tier of
companies that possess well-defined and integratatity measures and comprehensive programs tlsat&our services are provided
according to uniform standards that are considbest practices within the industry. In order to mtain this certification, we participate in
surveillance audits every six months for the next years and then annually thereafter. These Blanvee audits are performed by a third
party registrar and ensure that we demonstrateredde to certification requirements at all times.

Sales and Marketing

We market and sell services through eatlisales force to wireless carriers, equipmentd@enand project management companies. As
of December 31, 2002, we employed domesticallyiatainationally a total of 31 full-time sales andnieting staff. Sales personnel work
collaboratively with senior management, consulng deployment personnel to develop new sales ladiprocure new contracts. Each
salesperson is expected to generate new salesdrddake responsibility as an account managesecified accounts with existing
customers. As account manager, the salespersorswitk planning and deployment personnel assigoé¢hat customer to identify
opportunities for performing additional services fiat customer and strengthening the ongoingiogistip.

Customers

We provide network design, deployment ar@shagement services to wireless carriers, equipwegors and related engineering and
project management companies. We have providedtssrio satellite service providers and wireleggetocompanies. A representative lisi
our customers (in alphabetical order) during 20@Rides AT&T Wireless, Bechtel Corporation, Cinguricsson, Nortel, Siemens, Sprint,
T-Mobile, Telcel and Verizon.

Employees

As of December 31, 2002, we employed 1,311 fulktiemployees worldwide, including 1,120 in netwatésign and deployment
services, 31 in sales and marketing, and 160 ierg¢and administrative positions. None of our Exyges, other than our Scandinavian
employees (approximately 61 at December 31, 2@08)represented by a labor union, and we havexpetienced any work stoppages.

Competition

Our market is relatively competitive dadepresented typically by small to mid-size segyproviders. However, primary competitors
have been the internal engineering departmentarofec and equipment vendor customers. With rejpectdio frequency engineering
services, we compete with service providers theluoe American Tower, CelPlan Technologies,
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Comsearch (a subsidiary of Allen Telecom, Inc.gxilonics, LCC International, and Marconi Commutiaras. We compete with site
acquisition service providers that include GenBrghamics and Whalen & Company, Inc. (a subsididryeaira Tech, Inc.). These companies
have also been engaged in certain site managemiiviti@s. Competitors that perform civil engingggiwork during a build-out are typically
regional construction companies.

We compete with engineering and projegahagement companies like Bechtel Corporation, Bosig Lease, CH2MHill and Fluor
Daniel, Inc. for the deployment of wireless netwsorkhese companies are significant competitorsngiireir project finance capabilities,
reputations and global presence. Many of these etitops have significantly greater financial, teictah and marketing resources, generate
greater revenues and have greater brand recogttigornwe do. We have worked and currently provatgises, as a subcontractor for
Bechtel, and have developed a relationship wheoabyccasion we have jointly pursued business oppibies, and anticipate continuing to
do so in the future.

We believe that the principal competitigetors in our market include the ability to delivesults within budget (time and cost),
reputation, accountability, staffing flexibilityrgject management expertise, industry experiendecampetitive pricing. In addition, expert
in new and evolving technologies, such as highta dete, mobile wireless, has become increasimgportant. We believe that the ability to
integrate these technologies, as well as equipfmamt multiple vendors, gives us a competitive adaga as we can offer the best technology
and equipment to meet a customer’s needs. We katierability to compete also depends on a numbadditional factors which are outside
of our control, including:

» competitive pricing for similar service
« the ability and willingness of our competitors toaince custome’ projects on favorable term
« the ability of our customers to perform the sersiteemselves; ar

 the responsiveness of our competitors to customeds:
Risks Related to Our Business

You should carefully consider the following risk factors and all other information contained herein as well as the information included in
this Annual Report in evaluating our business and prospects. The risks and uncertainties described below are not the only ones we face.
Additional risks and uncertainties, other than those we describe below, that are not presently known to us or that we currently believe are
immaterial, may also impair our business operations. If any of the following risks occur, our business and financial results could be harmed.
You should refer to the other information contained in this Annual Report, including our consolidated financial statements and the related
notes.

Our successis dependent on growth in the deployment of wireless networks, and to the extent that such growth continues to slow, our
business may be harmed.

The wireless telecommunications indubtag historically experienced a dramatic rate ofugindooth in the United States and
internationally. Recently, however, many telecomiuations carriers have been re-evaluating theivoet deployment plans in response to
downturns in the capital markets, changing peroegtregarding industry growth, the adoption of méveless technologies, increasing
pricing competition for subscribers and a genecahemic slowdown in the United States and inteamdily. It is difficult to predict whether
these changes will result in a sustained downtuthe telecommunications industry. If the rate mfvgth continues to slow and carriers
continue to reduce their capital investments ireless infrastructure or fail to expand into newgyaphic areas, our business may be
significantly harmed.

The uncertainty associated with rapidigriging telecommunications technologies may alstimee to negatively impact the rate of
deployment of wireless networks and the demanadioiservices. Telecommunications service provitirs significant challenges in
assessing consumer demand and in acceptance difyrepanging enhanced telecommunications capasliti telecommunications service
providers continue to perceive that the rate okptance of next generation telecommunications mtsduill grow more slowly than
previously expected, they may, as a result, coattowslow their development of next generation nedtgies. Moreover, increasing price
competition for subscribers could adversely affbetprofitability of carriers and limit their resmes for network deployment. Any
significant sustained slowdown will further redube demand for our services and adversely affectioancial results.

The high amount of capital required to obtain radio frequencies licenses could slow the growth of the wireless communications industry
and adversely affect our business.

Our growth is dependent upon the incréase of wireless communications services. In ot@@rovide wireless communications
services, carriers must obtain rights to use sjpag@itlio frequencies. The allocation of frequendésegulatec
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in the United States and other countries througtieworld and limited spectrum space is allocategireless communications services.
Industry growth may be affected by the amount gitehrequired to obtain licenses to use new fregies. Typically, governments sell these
licenses at auctions. Over the last several ydasamount paid for these licenses has increagedisantly. In addition, litigation and
disputes involving companies bidding to acquirectpen has delayed the expansion of wireless netsviorkhe United States, and it is
possible that this delay could continue for a igant amount of time. The significant cost of lises and delays associated with disputes
license auctions may slow the growth of the induitservice providers are unable to obtain theitgmithl capital necessary to implement the
necessary infrastructure. Our business could beradly affected if this occurs.

If wireless carriers, network equipment vendors and enterprises do not outsource their wireless telecommunications services, our business
will suffer.

Our success depends upon the contineed try wireless carriers and network equipment eentb outsource their network design,
deployment and management needs. If this trend mioesontinue and wireless carriers and networkpegent vendors elect to perform more
network deployment services themselves, our opeyaéisults and revenues may decline. In additientegently launched significant
enterprise-based WLAN (Wireless Local Area Netwdeksd security systems initiatives. We intend teade significant resources to
developing these initiatives, but we cannot pretiat we will achieve widespread market acceptameengst the enterprises. It is possible
that some enterprises will determine that theirenircapital constraints and other factors outwégir need for WLANs and security
systems at this time. As a result, we may incugaificant delay in the adoption of WLAN and wirekesecurity systems by enterprises which
would harm our business.

We derive a significant portion of our revenues from a limited number of customers.

We have derived, and believe that we edglitinue to derive, a significant portion of oavenues from a limited number of customers.
To the extent that any significant client uses t&#fssur services or terminates its relationshighwas, our revenues could decline significantly.
As a result, the loss of any significant clienticoseriously harm our business. For the year efmber 21, 2002, Bechtel Corporation
accounted for 36% of our revenues, and our fivgdsir customers accounted for approximately 70%upfevenues. None of our customers
are obligated to purchase additional services fusprand most of our contracts with customers caetpeinated without cause or penalty by
the customer on notice to us. As a result, themelof work that we perform for a specific clientikely to vary from period to period, and a
significant client in one period may not use ouvges in a subsequent period.

The consolidation of equipment vendorsor carriers could adversely impact our business.

Recently, the wireless telecommunicatiodsistry has been characterized by significansobdation activity. This consolidation and
the potential continuing trend towards future cdidsdion within the wireless telecommunication isthy may lead to a greater ability among
equipment vendors and carriers to provide a congmskie range of network services, and may simplifiggration and installation, which
could lead to a reduction in demand for our sessidéoreover, the consolidation of equipment venadorsarriers could reduce the number of
our current or potential customers and increaséahngaining power of our remaining customers winity adversely impact our business.

If our customers do not receive sufficient financing or fail to pay usfor services performed, our business may be harmed.

Some of our customers rely upon outsiid@nicing to pay the costs of deploying their netgoiThese customers may fail to obtain
adequate financing or experience delays in recgiffirancing and they may choose the services otomrpetitors if our competitors are
willing and able to provide project financing. Unfaiable economic conditions have caused and artinodmg to cause those customers that
have adequate financing to delay deploying or ufigtatheir networks as they prioritize or ratioeithcapital resources.

In addition, we have historically hadadie significant write-offs of our accounts recdilea Some of our customers are now taking
longer to pay us for services we perform. In sonstainces we may not receive payment for servicesawe already performed. If our
customers do not receive adequate financing oeifre required to write-off significant amountsaf accounts receivables, then our
revenues will decline and our business will be retm

If we fail to successfully compete, our business may suffer.

Our markets are highly competitive. If fad to compete successfully against current turie competitors, our business, financial
condition and operating results may be harmed. ¥pee competition to continue and intensify in fbkire. We cannot be certain that we
will be able to compete successfully with existarghew competitors.
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Many of our current competitors, havendigantly greater financial, technical and markgtresources, generate greater revenues and
have greater name recognition and experience thahhis may place us at a disadvantage in respgridiour competitorgpricing strategies
technological advances, advertising campaigndesfi@partnerships and other initiatives. In additimany of our competitors have well-
established relationships with our potential ckegitd have extensive knowledge of our industrya Assult, our competitors may be able to
respond more quickly to new or emerging technolgiad changes in customer requirements and theyomaple to devote more resources
to the development, promotion and sale of thewises that we can. Competitors that offer moreddadized or less customized services than
we do may have a substantial cost advantage, wloighl force us to lower our prices, adversely dffecour operating margins.

Our quarterly results fluctuate and may cause our stock price to decline.

Our quarterly operating results havettlated in the past and will likely fluctuate in theure. As a result, we believe that period to
period comparisons of our results of operationsatea good indication of our future performancenumber of factors, many of which are
outside of our control, are likely to cause thdaetbiations.

The factors outside of our control in@ud

» telecommunications market conditions and economiaitions generally

« the timing and size of network deployments by arrier customers and the timing and size of ortteraetwork equipment built by
our vendor customer

» fluctuations in demand for our servici

» the length of sales cycle

» the ability of certain customers to sustain capiéaburces to pay their trade accounts receivadémbes
* reductions in the prices of services offered byampetitors; an

» costs of integrating technologies or businessasthadd.

The factors substantially within our control incu

» changes in the actual and estimated costs anddic@mplete fixed-price, timeertain projects that may result in revenue adjasts
for contracts where revenue is recognized undepéheentage of completion meth¢

» the timing of expansion into new markets, both dstically and internationally; ar

« the timing and payments associated with possilijeiaitions.

Because our operating results may vamitantly from quarter to quarter, our operatiegults may not meet the expectations of
securities analysts and investors, and our comromk gould decline significantly which may exposeta risks of securities litigation, imp:
our ability to attract and retain qualified indivials using equity incentives and make it more cliffito complete acquisitions using equity as
consideration.

Our business is dependent upon our ability to keep pace with the latest technological changes.

The market for our services is charazegtiby rapid change and technological improvemeéiatibure to respond in a timely and cost-
effective way to these technological developmerilisrasult in serious harm to our business and afeg results. We have derived, and we
expect to continue to derive, a substantial portibaur revenues from creating wireless networks ére based upon today’s leading
technologies and that are capable of adaptingttwduechnologies. As a result, our success wpkde, in part, on our ability to develop and
market service offerings that respond in a timegnmer to the technological advances of our custeneeolving industry standards and
changing client preferences.

Failure to properly manage projects may result in costs or claims.

Our engagements often involve large sdatghly complex projects. The quality of our penfance on such projects depends in large
part upon our ability to manage the relationshithwiur customers, and to effectively manage thgept@and deploy appropriate resources,
including third-party contractors, and our own parsel, in a timely manner. Any defects or errorgailure to meet clients’ expectations
could result in claims for substantial damagesragais. Our contracts generally limit our liabilfr damages that arise from negligent a



error, mistakes or omissions in rendering servioasur clients. However, we cannot be sure thatdtemntractual provisions will protect us
from liability for damages in the event we are suédaddition, in
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certain instances, we guarantee customers thatilveomplete a project by a scheduled date or thatmhetwork will achieve certain
performance standards. If the project or netwogiegiences a performance problem, we may not betabkrover the additional costs we
will incur, which could exceed revenues realizamhfra project. Finally, if we miscalculate the res@s or time we need to complete a pro
with capped or fixed fees, our operating resultdade seriously harmed.

Our failureto attract and retain key managerial, technical, selling and marketing personnel could adversely affect our business.

Our success depends upon our retenti@yofmembers of our management team. The lossyobfaiiese key members might delay or
prevent the achievement of our development antegfi@objectives. Our future performance will béstantially dependent on our ability to
retain and motivate them.

We must also continue to hire and resaiditional highly skilled engineering, managenmafrketing and sales personnel. Competition
for such highly skilled personnel in our industsyiritense, especially for engineers and projectagars, and we can not be certain that we
will be able to attract sufficiently qualified permel in adequate numbers to meet the demand faresvices. We also believe that our
success depends to a significant extent on thigyabilour key personnel to operate effectivelyttbmdividually and as a group. If we are
unable to identify, hire and integrate new emplayieea timely and cost-efficient manner, our ogatatesults will suffer.

Our failure to maintain appropriate staffing levels could adversely affect our business.

We can not be certain that we will beeaibl hire the requisite number of experienced &illtd personnel when necessary in order to
service a major contract, particularly if the marae related personnel becomes competitive. Caselgr if we maintain or increase our
staffing levels in anticipation of one or more s and the projects are delayed, reduced orriated, we may underutilize the additional
personnel, which would increase our general andradtrative expenses, reduce our earnings and ldgdsarm our results of operations. If
we are unable to obtain major contracts or effetyicomplete such contracts due to staffing deficies, our revenues may decline and our
business may be harmed.

Government regulations may adversely affect our business.

The wireless networks that we design]aepnd manage are subject to various FCC regulgiio the United States and other
international regulations. These regulations rexthiat these networks meet certain radio frequentggsion standards, not cause unallowable
interference to other services, and in some cageEpainterference from other services. These msvare also subject to government
regulations and requirements of local standardselsamlitside the United States, where we are lessipent than local competitors and have
less opportunity to participate in the establishbwémegulatory and standards policies. We are siggect to state and federal health, safety
and environmental regulations, as well as regulatielated to the handling of and access to claedsififormation. Changes in the regulation
of our activities, including changes in the allégatof available spectrum by the United States guwent and other governments or exclu
of our technology by a standards body, could havarmful effect on our business, operating reslitfaidity and financial position.

Government regulations could restrict our ability to ability to hire employees or to utilize employees effectively.

As of December 31, 2002, approximatel@,18 18% of our employees in the United Stateewsrking under H-1B visas. BB visa:
are a special class of nonimmigrant working vigagjfialified aliens working in specialty occupasipicluding, for example, radio freque!
engineers. We are aware that the Department ofrllzmissued proposed rules that place greateireagents on H-1B dependent
companies, such as us, and may restrict our abdlibyre workers under the H-1B visa category mfilture. In addition, these regulations
expose us to significant penalties, including ehfition on the hiring of H-1B workers, if the Dapaent of Labor deems us noncompliant.
The Department of Labor intends to publish an imtewule in April 2003 and if no changes are matie, effective date will be July 2003.

Immigration policies are subject to rapithnge, and these policies have become more estitisince the terrorist attacks on September
11, 2001. For example, the Mexican governmentnutlissue visas to enter Mexico for people of éentationalities without a prior
background check conducted by the GubernacioneofifidVexico City. These policies may restrict ohility to send certain of our employe
to Mexico that we deem necessary to sustain thetgrof our subsidiary, WFI de Mexico. Any additidsggnificant changes in immigration
law or regulations may further restrict our abilibycontinue to employ or to hire new workers odBlvisas and otherwise restrict our ability
to utilize our existing employees as we see fitl,aherefore, could harm our business.
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Potential future acquisitions could be difficult to integrate, disrupt our business, dilute stockholder value and adversely affect our operating
results.

We intend to expand our operations thhoaicguisitions over time. This may require sigrifitmanagement time and financial
resources because we may need to integrate widglgrded operations with distinct corporate culu€ur failure to manage future
acquisitions successfully could seriously harmaperating results. Also, acquisition costs couldseaour quarterly operating results to vary
significantly. Furthermore, our stockholders wobéldiluted if we financed the acquisitions by inowy debt or issuing securities. To the
extent we acquire an international operation, wieface additional risks, including:

difficulties in staffing, managing and integratimgernational operations due to language, cultoraither differences
» different or conflicting regulatory or legal reqaiments
» foreign currency fluctuations; ar

« diversion of significant time and attention of ananagemen
International uncertainties and fluctuations in the value of foreign currencies could harm our profitability.

We currently have international operagiancluding offices in Brazil, China, Mexico, Uei Kingdom and Sweden. For the twelve
months ended December 31, 2002, international tipassaccounted for approximately 17% of our toéalenues. The revenue decline
during 2002 in the international markets resultednf a lack of significant capital expansion by ma@ecommunication carriers in these
regions. However, we expect that internationasalill continue to account for a significant perage of our revenues for the foreseeable
future. Our international business operations abgest to a number of material risks, includingt bat limited to:

« difficulties in building and managing foreign optoas;

» regulatory uncertainties in foreign countries, irtthg changing regulations and delays in licensiagiers to build out their networks
in various locations

- difficulties in enforcing agreements and collectiegeivables through foreign legal systems andesdilng other legal issue
» longer payment cycle:

» foreign and U.S. taxation issus

» potential weaknesses in foreign economies, paatityuin Europe, South America and Mexi

« fluctuations in the value of foreign currenci

» general economic and political conditions in thekats in which we operate; a

» unexpected domestic and international regulatargnemic or political change

Our significant international subsidiarige., in Brazil, Mexico, Sweden and United Kiongt) procure certain transactions that are
denominated in U.S. dollars. Downward fluctuationthe value of foreign currencies, compared toUtf®. dollar, may make our services
more expensive than local service offerings inrimiéional locations. This would make our servickeofigs less price competitive than local
service offerings, which could harm our businessdate, our experience with this foreign currensl¢ has predominately related to the
Brazilian Real and Mexican Peso. In addition, wvemalonduct business in British Pound Sterling, €dnRenminbi, Euro and Swedish
Krona. We do not currently engage in currency heglgictivities to limit the risks of currency fluetiions. Therefore, fluctuations in foreign
currencies could have a negative impact on thatphility of our global operations, which would naiour financial results. Lonlived asset
by geographic region for the years ended Decemhbe2@®0, 2001 and 2002, include net property andpetent, goodwill, other intangibles
and investments in unconsolidated affiliates. Sete 5 to our Consolidated Financial Statementslébail of long-lived assets.

Future changesin financial accounting standards may cause adver se unexpected revenue fluctuations and affect our reported results of
operations.

A change in accounting standards coulefasignificant effect on our reported results ar&y even affect our reporting of transacti
completed before the change is effective. Any ckarrgquiring that we record compensation expendeistatement of operations for
employee stock options using the fair value methodld have a significant negative effect on ourorégd results. New pronouncements and
varying interpretations of pronouncements have weduand may occur in the future. Changes to exjstiles or the questioning of curre



practices may adversely affect our reported fir@neisults of the way we conduct our business.
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Compliance with changing regulation of corporate governance and public disclosure may result in additional expenses.

Changing laws, regulations and standegldding to corporate governance and public disoksincluding the Sarbanes-Oxley Act of
2002, new SEC regulations and Nasdaq Stock Madkes rare creating uncertainty for companies ssabuas. We are committed to
maintaining high standards of corporate governamcepublic disclosure. As a result, we intend teest all appropriate resources to comply
with evolving standards, and this investment maylten increased general and administrative expenasd a diversion of management time
and attention from revenue-generating activitiesaimpliance activities.

A few individuals own much of our stock.

As of December 31, 2002, our executiviicefs and directors and their affiliates beneflgiawned, in the aggregate, approximately
53% of our outstanding common stock, after giviffga to the conversion of Series A and Series Bv@atible Preferred Stock. In particul
our former Chairman, Massih Tayebi, and our curt&mirman and Chief Executive Officer, Masood Kydai, beneficially owned, in the
aggregate, approximately 30% of our outstandingmomstock. In addition, other members of the Tayaiily owned, in the aggregate,
approximately 7% of our outstanding common stodie Temaining 16% is beneficially owned by certaimeo of our officers and directors
and their affiliates. As a result, the executivioefs, directors and their affiliates are ableotectively exercise control over matters
requiring stockholder approval, such as the elaabiodirectors and the approval of significant aygie transactions. These types of
transactions include transactions involving an alotu potential change in control or other tranigest that the non-controlling stockholders
may deem to be in their best interests and in whiath stockholders could receive a premium forr thiggres.

We may need additional capital in the future to fund the growth of our business, and financing may not be available.

We currently anticipate that our avaiéabhpital resources and operating income will fficgent to meet our expected working capital
and capital expenditure requirements for at ldeshiext 12 months. However, we cannot assure yaitstith resources will be sufficient to
fund the longterm growth of our business. We may raise additiimads through public or private debt or equityaincings if such financing
become available on favorable terms, but such Gimagwould likely dilute our stockholders. We cahagsure you that any additional
financing we may need will be available on termefable to us, or at all. If adequate funds areavailable or are not available on accept
terms, we may not be able to take advantage oftiiygated opportunities, develop new products beavise respond to competitive
pressures. In any such case, our business, ogerasalts or financial condition could be mateyiativersely affected.

Litigation may harm our business or otherwise district our management.

Substantial, complex or extended litigatcould cause us to incur large expenditures @&trhdt our management. For example,
lawsuits by employees, stockholders or customeukidue very costly and substantially disrupt ousibass. Disputes from time to time with
such companies or individuals are not uncommon vaandannot assure you that that we will alwayshie & resolve such disputes out of
court or on terms favorable to us.

Disclosure of trade secrets could aid our competitors .

We attempt to protect our trade secrgtsritering into confidentiality agreements withrthparties, our employees and consultants.
However, these agreements can be breached ahdyitte, there may not be an adequate remedy bleaitaus. If our trade secrets become
known we may lose our competitive position.

Our stock price may be volatile, which may result in lawsuits against us and our officers and directors.

The stock market in general, and theksprices of technology and telecommunications camgsain particular, have experienced
volatility that has often been unrelated to or digprtionate to the operating performance of thrmgapanies. The market price of our
common stock has fluctuated in the past and idyliteefluctuate in the future. Factors which cotilave a significant impact on the market
price of our common stock include, but are nottédito, the following:

» (quarterly variations in operating resu

e announcements of new services by us or our corops!
« the gain or loss of significant custome

» changes in analy¢ earnings estimate

* rumors or dissemination of false informati
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* pricing pressures

 short selling of our common stoc

» general conditions in the mark:

* political and/or military events associated withremt worldwide conflicts; an

» events affecting other companies that investorsndeemparable to u:

Companies that have experienced vokatilithe market price of their stock have frequebten the object of securities class action
litigation. Such litigation could result in substiah costs to us and a diversion of our manageretitention and resources.

Our charter documents and Delaware law may deter potential acquirers and may depress our stock price.

Certain provisions of our charter docuteeand Delaware law, as well as certain agreenveatsave with our executives, could make it
substantially more difficult for a third party teguire control of us. These provisions include:

e authorizing the board of directors to issue preféistock

» prohibiting cumulative voting in the election ofeittors;

* limiting the persons who may call special meetiofjstockholders
» prohibiting stockholder action by written conse

» establishing advance notice requirements for notioing for election to our board of directors or fwoposing matters that can be
acted on by stockholders at meetings of our stddns;

» Section 203 of the Delaware General Corporation,lvaiich prohibits us from engaging in a businegslgimation with an interested
stockholder unless specific conditions are met;

« anumber of our executives have agreements withaientitle them to payments in certain circumsgarfollowing a change in
control.

These provisions may discourage cerigiag of transactions involving an actual or potdrghange in control and may limit our
stockholders’ ability to approve transactions tihaty deem to be in their best interests. As a tethdse provisions may depress our stock
price.
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Item 2. Properties

Our principal executive offices are lazhtn approximately 93,000 square feet of officecgpin San Diego, California. The lease for
such space expires in April 2010. Other corporeseurce offices are located in the following lozmasi: Sao Paulo, Brazil; Mexico City,
Mexico; Stockholm, Sweden; London, U.K. and Beiji@ina. The Company also leases office spacegpastiengineering and design and
deployment services in Reston, Virginia; Los Angel@alifornia; Oakland, California; Honolulu, Hawd¥fontvale, New Jersey; Bensalem,
Pennsylvania and San Juan, Puerto Rico. The leasthese spaces expire at various times througletiM209.

In conjunction with asset acquisitionattbccurred in 2000, we assumed the operatingdezsadditional office space in the following
locations: Seattle, Washington; Chicago, lllindsillas, Texas (which supported network managenemices through October 2002);
Denver, Colorado; Milwaukee, Wisconsin; and PodlaDregon. We believe that our existing faciliges suitable and adequate to meet our
current business requirements.

ltem 3. Legal Proceedings

Advanced Radio Telecom Corp. (“ART"), whiinitiated Chapter 11 Bankruptcy proceedingsif1? has filed an action with the
bankruptcy court against the Company to recovegelll preference payments in the amount of $737|620related matter ART has filed a
partial objection to the Company’s proof of claifhe Company has received a settlement offer whettebguit would be dismissed in
exchange for a settlement of the claim amount. Gtpany has submitted a counter proposal and tingafor a response from ART. At
this time, the Company believes the outcome ofdlaign will not have a materially adverse affecttbea Company.

U. S. Wireless Corporation, Wireless ltmmaServices, Inc. and Wireless Location Techn@sginc. (collectively, U.S. Wireless)
initiated Chapter 11 bankruptcy proceedings in 20BNovember 2002, US Wireless filed an actiothwine bankruptcy court to recover an
alleged preference payment in the amount of $1@0,dhe Company filed an answer contesting theyatlens in this matter and intends to
vigorously defend against this matter.

In June and July 2001, the Company antioeof its directors and officers were named efeddants in five purported class action
complaints filed in the United States District Cofiar the Southern District of New York on behalfpersons and entities who acquired the
Company’s common stock at various times on or &ftarember 4, 1999. The respective complaints allegethe registration statement and
prospectus issued by the Company in connectiontiétpublic offering of its common stock containgdrue statements of material fact or
omissions of material fact in violation of the Seties Act of 1933 and the Securities Exchange @ct934. Specifically, these claims allege
that the Company failed to disclose that the afig's underwriters had (a) solicited and receiveditamhal and excessive compensation and
benefits from their customers beyond what wasdigtehe registration statement and prospectuqanentered into tie-in or other
arrangements with certain of their customers whiehe allegedly designed to maintain, distort andiffate the market price of the
Companys common stock in the aftermarket. The complaiaek sinspecified monetary damages and other rélgs.case is among the o
300 class action lawsuits pending in the UnitedeSt®istrict Court for the Southern District of N&erk that have come to be known as the
IPO laddering cases.

On October 9, 2002, the court signedufdifions and Orders of Dismissal, which dismissed@ompany’s named individual officers
and directors from the action, without prejudidmit the Company remains a defendant. On Novemb2@2, the court heard argument on
motions to dismiss all of the IPO laddering casesl, issued its decision on the joint motion to désnon February 19, 2003. The decision
allowed the plaintiffs to pursue their claim agaithe® Company based on its alleged issuance dfistration statement and prospectus that
failed to disclose a fraudulent scheme by the offgs underwriters and (b) dismissed, with leavaiteend, the plaintiffs’ claim against the
Company based on its alleged knowledge and intetiétraud investors so as to benefit from an iaeflgirice for the Company’s common
stock in the aftermarket. The Company believesltigation is without merit and intends to vigasly defend itself against it. It is
impossible at this time to assess whether or rebtlicome of these proceedings will or will notéavmaterially adverse effect on the
Company. We have not recorded any accrual for sirggant liability associated with this legal prode® based on our belief that a liability,
while possible, is not probable. Further, any guesiange of loss cannot be estimated at this time.

In addition to the foregoing mattersnfrime to time, the Company may become involvedairious lawsuits and legal proceedings
which arise in the ordinary course of business. e\, litigation is subject to inherent uncertastiand an adverse result in these or other
matters may arise from time to time that may haren@ompany’s business. The Company is currentlyawatre of any such legal
proceedings or claims that we believe will havdjimually or in the aggregate, a material advexf§ect on our business, financial condition
or operating results.

Item 4. Submission of Matters to a Vote of SecutHolders

None.
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PART Il

Iltem 5. Market for Registrant’s Common Equity and Related Stockholder Matters

Market Information

Our Common Stock is listed on the NASDR@tional Market System, under the symbol “WFII” amak traded since November 5,
1999.

The following table sets forth the higiddow sales prices for our Common Stock for theqas indicated, as reported by NASDAQ.
Such quotation represents inter-dealer prices withetail markup, markdown or commission and matyrmezessarily represent actual
transactions.

High Low
Year Ended December 31, 20(
Fourth Quarte $ 73¢ 3 4.0t
Third Quartel $ 52t % 4.2¢
Second Quarte $ 6.0 $ 4.2:
First Quartel $ 7.1¢ 3 3.5¢
Year Ended December 31, 20t
Fourth Quarte $ 715 $ 4.21
Third Quartel $ 9.6¢ $ 4.2¢
Second Quarte $ 761 $ 3.6¢
First Quartel $ 44.1¢  $ 4.1z

On March 17, 2003, the last sale pricelafCommon Stock as reported by NASDAQ was $6d)¥sspare. On March 17, 2003, there
were 236 shareholders of record of our Common Stock

We have not declared any dividends sbemming a public company. We currently intendetain any future earnings to finance the
growth and development of the business and, therefio not anticipate paying any cash dividendbénforeseeable future. Any future
determination to pay cash dividends will be atdiseretion of our Board of Directors and will bepgadent upon the future financial
condition, results of operations, capital requirateggeneral business conditions and other reldaattrs as determined by our Board of
Directors.

Securities Authorized for Issuance Under Equity Corpensation Plans

Information about our equity compensatitans as of December 31, 2002 was as follows:

Number of
Securities
to be Issued Upon  Weighted Average
Exercise of Exercise Price of Number of
Outstanding Outstanding Securities
Options, Options, Remaining
Warrants and Warrants and Available
Plan Category Rights Rights for Future Issuance
Equity Compensation Plans Approved by Shareholdé: 9,082,61. $ 9.72 8,290,141
Equity Compensation Plans Not Approved by Sharadrsl{) 4,311,49: $ 6.0¢ 1,898,60!
13,394,10 10,188,74
I I

(1) Includes 1997 Stock Option Plan and 1999 Equitgntive Plar
(2) Includes 2000 Nc-Statutory Stock Option Ple

For more detailed information regarding equity compensation plans, see Note 9 to ous@latated Financial Statemen
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Item 6. Selected Financial Data

The following selected consolidated ficiahdata should be read in conjunction with ounsmidated financial statements and related
notes thereto and with “Management’s Discussionfamalysis of Financial Condition and Results of @®ns” which are included
elsewhere in this Annual Report on Form 10-K.

Year Ended December 31,
(All amounts except per share data in millions)

1998 1999 2000 2001 2002
Consolidated Statements of Operations C
Revenue! $ 51.¢ $ 927 $ 255.¢ $ 2072 $ 187.(
Gross profit $ 23t % 384 % 115.¢ % 66.z $ 48.<
Operating income (los: $ 107 $ 17€ $ 52.C $ (71.5) $ (54.%)
Net income (loss $ 47 % 9€ $ 316 % (60.) $ (63.9)
Net income (loss) per shal
Basic $ 017 $ 03: $ 0.7¢ $ (1.3) $ (1.39)
Diluted $ 0.1t $ 027 $ 0.6 $ a.3) $ (1.39)
Weighted average shart
Basic 28.4 29.1 41.¢ 45.¢ 48.1
Diluted 30.7 35.2 50.t 45.¢ 48.1
As of December 31,
(All amounts in millions)
1998 1999 2000 2001 2002
Consolidated Balance Sheets D
Cash and cash equivale $ 2¢ % 34: % 185 % 61.1 $ 99.1
Working capital $ 77 % 912 % 1032 $ 104 $ 130.7
Total asset $ 60.2 $ 134 $ 297.1 $ 275.¢ % 234.
Total debi $ 16 $ 27 % 377 $ 421 3 2.6
Total stockholder equity $ 142 $ 101« $ 198.6 $ 197.¢ $ 182.¢

Iltem 7. Managements Discussion and Analysis of Financial Condition ahResults of Operations (MD&A ")

Overview

Our operating results during fiscal 2@ 2002 were affected adversely by the downtugemeral economic conditions (U.S. and
international) and a disproportionate strong downtn the wireless telecommunications industrythiis environment, certain carriers and
equipment vendors have continued to defer capihding. Moreover, certain of our former custonterge experienced financial difficultie
which in some cases have resulted in bankruptiryglor cessation of operations. For the year efds@mber 31, 2002, our design and
deployment, network management and business comgpolperating segments contributed 77%, 20% andfB8tir revenues, respectively.
Revenues from our international operations conteithd 7% of our total revenues for the year endeckbBer 31, 2002.

Revenues from business consulting andjdesd deployment contracts are primarily fixeit@icontracts which are recognized using
the percentage-of-completion method. For desighdaployment contracts offered on a time and ex@basis, we recognize revenues as
services are performed. We typically charge a fixexhthly fee for ongoing radio frequency optiminateind network operations and
maintenance services. With respect to these sepvwigerecognize revenue as services are performed.

Some of our contracts with customersudelbilling milestones, whereby the customer isimabiced until milestones are achieved.
contract is terminated, or modified by a custonefole a milestone is achieved, we generally wiltdguired to renegotiate the terms and
conditions of payment for work performed but not lpled. Due to the circumstances surrounding starcellations or modifications and the
financial condition of the related customers, thant we ultimately collect from such customers rhayand often is, discounted from the
amount we had previously recorded in unbilled ant®receivable and revenue. The inherent riskscasd with the presence of potential
“partial milestone billin¢” is considered in evaluating the periodic revenukallowance for unbilled accounts receival



Cost of revenues includes direct compmsand benefits, living and travel expenses, paysito third-party sub-contractors,
allocation of corporate overhead based on starmdded, costs of expendable computer software anigm@ent, and other direct project-
related expenses. Direct compensation and bemgefittmputed based on standard costs and actua hitked. We review and adjust these
standard costs periodically to ensure they are eoatye to actual costs.
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Selling, general and administrative exgasninclude compensation and benefits for corpeetdce employees and similar costs for
billable employees whose time and expenses camnas$igned to a project (underutilization costg)eadable computer software and
equipment, facilities expenses and other operatipgnses not directly related to projects. Adddibn our sales personnel have, as part of
their compensation package, incentives based anptogluctivity. Other significant components afrselling, general and administrative
expenses during 2001 and 2002 include:

Bad debt expense. Due to the difficult financing and economic conalits, domestically and internationally, some of austomers may
not be able to pay us for services that we hawadir performed. During 2001, we recorded signifiedlowances for bad debts related
to former customers who declared bankruptcy. SR, our customer base has shifted from smakrgimg-market carriers to larger
and more established carriers and contractorsateatell recognized in the industry. This improweal mature customer base has
reduced our risk associated with the ultimate ctilbdity of our accounts receivable.Howeveaturing 2002, we recorded additional bad
debt expense for certain customers in our Latin Aecae operations. We determined, based on ourtiaguassessment of collection
history, results of customer contacts, the curfieancial position of certain customers, and tHewant economic conditions of the
country, that such allowances were necessary. Duinia third quarter of 2002, the Company settleaittstanding claim with Metricol
Inc., and subsequently sold its entire rights toltetricom claim to a consortium of bankruptcy eiaibrokers. The Company received
net proceeds of $1.7 million resulting in a netuetibn to bad debt expense (a component of seljageral and administrative
expenses). The Company had provided an allowamdbdcentire receivable balance when Metricom, fited for bankruptcy
protection during the second quarter of 2001. Assalt of the settlement, the entire trade recéévbblance of $13.9 million was writt
off against the corresponding allowance for dodtsficounts

Accrual for unused office space. During the first quarter of 2002, our operatingutesreflected a continued lack of improvementhia t
financial markets and economic environment of tirelss telecommunications industry. Furthermore determined that the prior
significant growth in several metropolitan markiedsl resulted in an overall surplus of commerciaséespace. This surplus of available
office space has hindered our ability to subleageegisting unused office space. As a result, mamegnt re-assessed the market
conditions surrounding our unused office spacelikiedihood of achieving certain sublease rates tiedoverall recoverability of our
related operating lease expenses. As a resultalgalated the estimated loss on unused office sigaiterease by approximately $10.0
million during the quarter ended March 31, 2002. peéeodically evaluate the adequacy of this accanal the related variables and
assumptions used to calculate the estimated lossiased office space. The accrual for loss on uhoffece space as of December 31,
2002 was $9.4 million, net of cumulative lease pagta totaling approximately $1.6 million which haheen charged to the accrt

Accrual and write-offs for shutdown of NOC. Based on the continued negative results of ojpaigfrom our NOC subsidiary and
economic conditions as of March 31, 2002, managéaygroved and committed the Company to an Exit Riathis legal subsidiary
effective March 31, 2002. In accordance with EIA3 “Liability Recognition for Certain Employee fieination Benefits and Other
Costs to Exit an Activity (including Certain Costurred in a Restructuring)”, we recorded theaertharges related to this exit plan
(all charges are deemed incremental and not relatdae ongoing operations of the facility durihg t'exit period”). Fixed assets with
net book value of $0.8 million were disposed obBMarch 31, 2002. These assets included certaittreinic equipment and leasehold
improvements with no readily determinable salvagi@e. The total amount disposed is recorded asigpaoent of asset impairment
charges for the quarter ended March 31, 2002. Agehimtaling $0.3 million, related to severance eoudtract termination costs that
were deemed incremental costs associated withhtitedewn of the NOC, was recognized as a compaofesglling, general and
administrative expenses during the quarter endedtVal, 2002. We executed the final steps relgtngur Exit Plan whereby, effecti
November 1, 2002, all remaining customer contrantsemployees were terminated and the businessdcepsrations. At Decemb
31, 2002, the balance of the accruals for legalcmdract termination costs approximated $0.3 onill

In response to the lack of visibility amacertain market conditions, we implemented a cemgnsive program and related set of
processes aimed at specifically reducing our le¥eikpenditures. Specifically, we reduced our headt by approximately 37% (760) since
December 31, 2000, and we implemented a rigoropserediture approval policy. We expect to continuestdew and monitor efficiency and
quality levels of our internal processes throught003 and make further adjustments as necessary.

Critical Accounting Principles and Estimates

We have identified the following criticatcounting policies that affect our more significaudgments and estimates used in the
preparation of our consolidated financial statemenhe preparation of our financial statementsomf@rmity with accounting principles
generally accepted in the United States of Ameecaires us to make estimates and judgments tfeatt difie reported amounts of assets and
liabilities, shareholders’ equity, revenues andemges, and related disclosures of contingent aasdthabilities. On a periodic basis, we
evaluate our estimates, including those relateé\tenue recognition, allowance for
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doubtful accounts, valuation of long-lived assatduding identifiable intangibles and goodwill, acaiting for income taxes including the
related valuation allowance, accruals for paridf-sisurance, and contingencies and litigation. &¢plain these accounting policies in the
notes to the consolidated financial statementsaamelevant sections in this discussion and analyi$iese estimates are based on the
information that is currently available and on vas other assumptions that are believed to be mabt®under the circumstances. Actual
results could vary from those estimates under iffeassumptions or conditions.

Revenue recognition . We derive our revenue primarily from long-terrmttacts and account for these contracts underrthagions of
Statement of Position 81-1, “Accounting for Perfame of Construction-Type and Certain Productiopel€ontracts.Revenue on time ar
materials contracts is recognized as servicesemdered at contracted labor rates plus materiab#vet direct costs incurred. Revenue on
fixed price contracts is recognized using the paiage-of-completion method based on the ratio taf twsts incurred to date compared to
estimated total costs to complete the contracinfasés of costs to complete include material, dil#or, overhead, and allowable general
administrative expenses. These estimates are rediavonthly on a contract-by-contract basis, andearised periodically throughout the life
of the contract such that adjustments to profitiltexy from revisions are made cumulative to theedd the revision. The full amount of an
estimated loss associated with a contract is chai@eperations in the period it is determined thist probable a loss will be realized from
performance of the contract. Significant managemeatgments and estimates, including the estimabstsdo complete projects, which
determine the projec’percent complete, must be made and used in ciiomedgth the revenue recognized in any accoungiegod. Materia
differences may result in the amount and timinguf revenue for any period if management madereiffiejudgments or utilized different
estimates. In addition, many of our contracts idelmilestone billings. If a contract is terminatededuced in scope prior to a milestone
billing, we may not be able to recover the full ambof revenue recognized, which would result re@duction of revenue and gross margin in
the period the contract is terminated.

A significant percentage of our reveraideérived from fixed priced contracts which arecarted for on a percentage-of-completion
basis. The portion of our revenue derived fromdipeice contracts accounted for approximately 48%uo revenues for the twelve months
ended December 31, 2002. Using the percentageropletion method for revenue recognition, we recogrExpenses as they are incurred,
and we recognize revenue based on a comparistwe aiitrent costs incurred for the project to datthé then estimated total costs of the
project. Accordingly, the revenue we recognize @iven quarter depends on (1) the costs we havered for individual projects (2) our th
current estimate of the total remaining costs toglete individual projects and (3) the currentrestied contract value associated with the
projects. If, in any period, we significantly inase our estimate of the total costs to complet®jagt, and/or reduce the associated contract
value, we may recognize little or no additionaleeue with respect to that project. As a result,grass margin in such period and in future
periods may be significantly reduced, and in soases we may recognize a loss on individual projedts to their completion. To the extent
that our estimates fluctuate over time or diffemfractual results, gross margins in subsequentamganay vary significantly from our
estimates and could harm our financial results.

A cancellation or modification of a fix@dice contract which is accounted for using thegetage-of-completion method may
adversely affect our gross margins for the penodfhich the contract is modified or cancelled. Unckertain circumstances, this cancellation
or modification could also result in having to reserevenue that we recognized in a prior pertmgs significantly reducing the amount of
revenues we recognize for the period in which tfjgsiment is made. For example, assume we haveeyear fixed price contract with a
total contract fee of $1 million and the initiatiesated costs associated with the contract are $880Also, assume during the first year we
incur $220,000 in actual costs (40% of the iniésfimated costs) related to the contract. Conselyuender the percentage-of-completion
accounting method, we would recognize 40% or $4IDiA revenue during the first year of the contraiuring the second year of the
contract, revised project cost estimates at that indicate the project is 35% complete, then dte tevenue recognized in the first year for
the project would be adjusted downward by $50,0@ihd the second year to $350,000. To the extenéxperience additional adjustments
such as those described above, our revenues asslgargins could be adversely affected.

Allowance for doubtful accounts . We maintain an allowance for doubtful accountsefstimated losses resulting from the potential
inability of certain customers to make requiredifatpayments on amounts due to us. Managementretesr the adequacy of this allowance
by periodically evaluating individual customer agnts receivable balances considering the custorerignt financial situation as well as
the existing industry and economic conditionsh# future financial condition of our customers wierdéurther deteriorate, resulting in their
inability to make specific required payments, addi to the allowance for doubtful accounts maydspiired.

Valuation of long-lived and intangible assets and goodwill . We have recorded significant amounts of goodavilll finite life and
indefinite life intangible assets resulting frone tacquisitions we have completed in prior peridbdanagement assesses the impairment of
identifiable intangibles, long-lived assets andiedl goodwill whenever events or changes in cir¢cantes indicate that the carrying value
may not be recoverable, but at a minimum on an @nasis. Factors we consider relevant which coidder an accelerated impairment
review include, but are not limited to, the followt

» significant underperformance relative to historicaprojected future operating resu
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» significant changes in the manner of our use ofttguired assets or the strategy for our overalinmss
» significant negative industry or economic trer
» significant decline in our stock price for a suséal period; an

» our market capitalization relative to net book e

When we determine that the carrying vaifimtangibles, long-lived assets and related gatbdhay not be recoverable based upon the
existence of one or more of the above indicatoismpiirment, we measure any impairment based sufiety on a projected discounted
future cash flow method using a discount rate deitegd by our management to be commensurate withiskénherent in our current
business model combined with other readily avaélaid other relevant information. Net intangibleeds, long-lived assets (including
investments in unconsolidated affiliates), and gaitidvas $62.8 million as of December 31, 2002.

On January 1, 2002, Statement of Findrgaounting Standards (SFAS) No. 142 became effeend as a result, we ceased
amortization of all goodwill and indefinite livedtangible assets. Through December 31, 2001, gdlosas amortized on a straighihe basit
over lives ranging from 5 to 20 years, and intalegilwere amortized on a straight-line basis owesliranging from 2 to 5 years. In lieu of
amortization, we were required to perform an ihitigpairment review of our goodwill and intangitdssets with indefinite lives in 2002 and,
at a minimum, an annual impairment review thereaftdess specific evidence identified as a triggggevent would warrant an accelerated
review. The first step of the goodwill impairmeast required the Company to determine and comparéair value of its defined reporting
units to their carrying values as of January 1,20e fair value for each reporting unit was deieed using a discounted cash flow
valuation analysis. The carrying values of eacloriipg unit was determined by specifically idenitify and allocating the assets and liabili
of the Company to each reporting unit based ondwmat, relative revenues or costs, or other methsdteemed appropriate by managen
The estimated fair values exceeded the carryingegafor each reporting unit, resulting in no intima of impairment. Consequently, the
second step of the impairment test was not required

During the fourth quarter of 2002, we dimented and consistently measured the carryingvafall related goodwill, finite and
indefinite life intangible assets and determinedt tho impairment existed as of December 31, 2002.

Accounting for income taxes . As part of the process of preparing our constdididinancial statements we are required to estiroat
income taxes in each of the jurisdictions in whigh conduct business. This process involves estigatir actual current tax exposure
together with assessing temporary differencestiagurom differing treatment of certain items fax and accounting purposes. These
temporary timing differences result in the estdirtient of deferred tax assets and liabilities, whigdhrecorded on a net basis and included in
our consolidated balance sheet. We must then ateepsobability that our net deferred tax asselishw recovered from future taxable
income and to the extent we believe that recovenpt probable, a valuation allowance is estabtighenitigate such risk resulting in a
related provision for income taxes for the peribave are required to further increase the valuatitowance in the future, it could have an
adverse impact on our results of operations.

Significant management judgment is rezpliin determining our provision for income taxeas; deferred tax assets and liabilities and
any required valuation allowance. We have recoededluation allowance of $37.0 million as of Decem®1, 2002, due to risks and
uncertainties related to our ability to realize gmeince, utilize certain deferred tax assets, piiyneonsisting of certain net operating losses
carried forward and foreign tax credits, beforeythrpire. The valuation allowance is based on stimates of future taxable income by
jurisdiction in which we operate and the periodrowlich our deferred tax assets will be recoverdbi¢he event that actual results dif
from these estimates or we adversely adjust thetgmates in future periods, our financial positaord results of operations could be
materially impacted. Net deferred tax liabilitiesaf December 31, 2002 were $1.6 million, whichamprised of deferred tax assets of $47.6
million, a valuation allowance of $37.0 million addferred tax liability of $12.2 million.

Accrual for partial self-insurance . We maintain an accrual for our health and workerapensation partial self-insurance, which is a
component of total accrued expenses in the coraelichalance sheets. Management determines thaaayegf these accruals by monthly
evaluation of our historical experience and tremadigted to both health and workers compensatiamsland payments, information provided
to us by our insurance broker, industry experieara average lag period in which claims are paiduth information indicates that our
accruals are overstated or understated, we willsadhe assumptions utilized in our methodologresr@duce or provide for additional
accruals as deemed appropriate. As of Decembe&0®P, the accrual for our partial self-insurancegpams approximated $2.1 million. We
also carry stop-loss insurance that provides caeelimiting our total exposure related to each roaldand workers compensation claim
incurred, as defined in the applicable insurandieigs. The medical and workers compensation claleductible limits are $175,000 and
$350,000, respectively.

Contingencies and litigation . We are subject to various claims and legal astiorthe ordinary course of our business. We arently
not aware of any pending or threatened litigattwat tve believe is reasonably likely to have a niatedverse
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effect on us other than those items discloseceim IB “Legal Proceedings'lf we become aware of such assessments againSbtngany, w
will evaluate the probability of an adverse outcaand provide accruals for such contingencies asssaey, in accordance with SFAS No. 5,
“Accounting for Contingencies”.

Results of Operations
Comparison of Results for the Year Ended Decemberl3 2001 to the Year Ended December 31, 2002

Revenues. Revenues decreased $20.2 million, or 9.7% from $26iillion for the twelve months ended DecemberZi]1 to $187.0
million for the twelve months ended December 30)2@ur revenues were negatively affected primédaylyhe lack of significant
improvement in the financial markets in generadl apecifically within the telecommunications indystvhere many of our customers have
had difficulty obtaining necessary capital resoartefund the expansion of their businesses. Weranced this particularly in our
international operations where revenues declineth £865.6 million in 2001 to $31.7 million in 200Revenues from international markets
comprised 32% of our total revenues during thewevehonths ended December 31, 2001 compared to 18U ¢total revenues during the
twelve month period ended December 31, 2002. $389 million decrease in international revenues pextially offset by an overall gron
in domestic operations in 2002 that was derivenharily from technology upgrades by certain largeelgiss carriers. Specifically, domestic
revenues increased from $141.6 million in 200116553 million in 2002, of which $67.0 million (36866 total revenues in 2002) was derived
from revenues recognized under our subcontracteeagent with Bechtel Corporation. Additionally, cmncing on October 1, 2001, we
increased our level of service to customers undecontract management type agreements wherebyene fanctioning as the principal
rather than the agent with respect to the cust@mérthe vendor, resulting in higher management féasa result, in accordance with the
provisions of EITF 99-19, “Reporting Revenue Grass Principal versus Net as an Agent,” we begaeduard prospectively for certain
agreements that met the criteria set forth in E38FL9 the gross charges (inclusive of mark-up¥irenues and the corresponding costs
payable to the respective vendors in cost of reeerduring the twelve months ended December 312 208 recognized approximately $1
million of gross revenues under these contract igamant agreements compared to $1.8 million duhirgwelve months ended December
31, 2001.

Cost of Revenues . Cost of revenues decreased from $141.0 milliorife twelve months ended December 31, 2001 to.$188lion
for the twelve months ended December 31, 2002. Jvoxit was 32% of revenues for the twelve momthded December 31, 2001 comp:
to 26% for the twelve months ended December 312 2G@oss profit as a percentage of revenue decpiniethrily due to certain contracts
with negative margins in our Latin America operaias well as continued pricing demands withinhreless telecommunications industry
and related accruals associated with pricing caigrs. Additionally, gross profit was driven dowmedto the impact of the prospective
change to record contract management costs iro€ostenues, in accordance with EITF 99-19 as desdrabove.

Sdlling, General and Administrative Expenses . Selling, general and administrative expensesedesed 28% from $103.2 million for the
twelve months ended December 31, 2001 to $74.1omilor the twelve months ended December 31, 2882 percentage of revenues,
selling, general and administrative expenses dsetkfiom almost 50% for the twelve months endedebder 31, 2001 to 40% for the
twelve months ended December 31, 2002. There vegtaia significant charges recorded during fis€@02, such as bad debt expense of
$21.3 million related to receivables from certaistomers who filed for bankruptcy in 2001, an aatfar estimated loss on unused office
space of $1.4 million and a $2.2 million chargedarestimated contractor liability in our Mexicdsidiary. During the first quarter of 2002,
significant charges including $10.0 million for bdebt expense, $10.0 million for loss on unuset®fpace, $2.8 million for certain
employee compensation and severance costs andgetheral and administrative charges accumulatirgpi® million were also recorded.
Excluding these charges, selling, general and adtrative expenses for the twelve months ended mDbee 31, 2001 and 2002 would have
been $78.3 million and $46.1 million, respectivétxcluding these significant charges, the net demeeflects a reduction in staffing levels
by 12%, or 175 employees (since December 31, 2@0it) related personnel costs and significantheloadministrative expenses as a result
of various cost reduction and savings initiativédditionally, approximately $1.6 million of leaseyments have been charged to the accrual
for unused office space which have effectively rEtlioperating lease expense during 2002 as comfzagd1.

Depreciation and Amortization Expense . Depreciation and amortization expense decreaé#dffomn $21.6 million for the twelve
months ended December 31, 2001, to $7.8 millionHertwelve months ended December 31, 2002. Theedee is primarily due to our
adoption of SFAS 142 whereby amortization of godidavid intangible assets with indefinite lives adseffective January 1, 2002. As a
result, goodwill and intangible asset amortizatieclined from $10.1 million in 2001 to $0 in 200&dditionally, the decline in amortization
of finite life intangibles in 2002 resulted from ampairment loss recorded in the first quarter @2 associated with our EMEA operations
(specifically, Questus and Telia Contracting). Tihipairment loss reduced our recorded goodwill atfieér intangible assets and had the
effect of further reducing amortization expenseapproximately $2.4 million for certain intangiblesgts with finite lives during 2002 that
would have continued to be amortized.
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Asset Impairment Charges . For the twelve months ended December 31, 208&f @mpairment charges totaled $12.9 million, corapa
to $21.1 million for the twelve months ended Decenil, 2002. The impairment charge in 2001 resuitad visible economic trends in the
telecommunications industry that triggered an impant evaluation of our goodwill and other intargibssets in accordance with SFAS No.
121, “Accounting for the Impairment of Long-Livedssets and for Long-Lived Assets to be Disposed Sd&ets determined to be impaired
included goodwill and contract and workforce intéahgs approximating $8.2 million in our design ateployment segment and $4.7 million
in our network management segment. The impairmsutge in 2002 was driven by an accelerated deitlinevenue during the first quarter
of 2002 in the Company’s operations in Europe Mhiddle East and Africa (‘EMEA”) and specificallytsiconsulting (Questus) and network
management (Telia Contracting) operating segmé&aised on this and other triggering events, and aftaluating the related undiscounted
cash flows in relationship to the segment’s idéattie net assets in accordance with SFAS No. 14d¢dunting for the Impairment or
Disposal of Long-Lived Assets,” and SFAS No. 14@pbdwill and Other Intangible Assets,” it was detared that such cash flows on an
undiscounted basis would be insufficient to coverret book value of the related identifiable reseds. As a result, the related intangible
assets were deemed fully impaired and the Compaoognized a charge of $19.9 million representihg@ddwill, indefinite life and finite
life intangible assets related to EMEA at March2002. See Note 2 to our Consolidated Financidgk8tants for detailed discussion
regarding impairment analysis and calculation.

Net Other Income (Expense) . For the twelve months ended December 31, 20Q-gther expense was $3.5 million compared to net
other income of $1.0 million for the twelve montrsded December 31, 2002. This change of $4.5 millias primarily attributable to lower
interest expense of $1.5 million resulting from gagydown of outstanding debt, higher interest ine@h$0.8 million generated from higher
cash balances and $2.0 million of foreign exchagaje recognized during 2002 primarily from the fealule exchange rate fluctuations in the
Mexican Peso.

Provision (Benefit) for Income Taxes. Our effective income tax rate for the twelve morghded December 31, 2001 represented a 20%
income tax benefit compared to a 19% income taxese for the twelve months ended December 31, 20G2tax provision of $10.1
million for the twelve months ended December 302fkflects an increase in the valuation allowamteéeferred tax assets based upon
expected deferred asset recoverability resultiogqfa downward revision in projected future taxabt®mme. The increase in the valuation
allowance applies to U.S. (federal and state) aneign taxable loss carryforwards generated irctheent period, as well as an additional
portion of prior year loss carryforwards and curtiviatemporary differences.

Comparison of Results for the Year Ended Decemberl3 2000 to the Year Ended December 31, 2001

Revenues. Revenues decreased 19% from $255.9 million fotuledve months ended December 31, 2000 to $207 lbmfbr the
twelve months ended December 31, 2001. The $48liomilecrease was primarily attributable to thelohe in the overall economy and
specifically in wireless telecommunications infrasture spending, which resulted in the susperamhtermination of certain contracts.
Revenues from international markets comprised 28&uptotal revenues during the twelve months erldedember 31, 2000 compared to
32% of our total revenues during the twelve morghqa ended December 31, 2001.

Cost of Revenues. Cost of revenues increased slightly from $140.lionilfor the twelve months ended December 31, 2008141.0
million for the twelve months ended December 31)128nd gross profit was 45% of revenues for thévevaonths ended December 31,
2000 compared to 32% for the twelve months endezb®ber 31, 2002. The increase in cost of revermgslecline in gross profit is
primarily attributable to the decline in the ovéedonomy and specifically in wireless telecommati@ns infrastructure spending, which
resulted in the suspension and termination of wedantracts, including our contracts with Metricomc. and Advanced Radio Telecom. The
sudden and unexpected loss of these customersdcéngsexpected overall margin on the related cotgri® decrease, and therefore a
cumulative adjusting entry in the amount of $8.8iom was recorded in the first half of fiscal 20@iladjust the margin recorded to date tc
expected final margin on the contracts. Gross patéo decreased due to costs incurred to demelsiteff as well as work performed on
milestones that could not be completed and billed.

Sdlling, General and Administrative Expenses. Selling, general and administrative expenses ise@83% from $53.5 million for the
twelve months ended December 31, 2000 to $103I®mfor the twelve months ended December 31, 2B@1a percentage of revenues,
selling, general and administrative expenses isegdérom 21% for the twelve months ended Decembg2@00 to 50% for the twelve
months ended December 31, 2002. The increase imdyeneral factors, including higher administratoosts to accommodate our domestic
and international growth, combined with lower atilfion rates caused by the downturn experiencedgl@f01 in the wireless
telecommunications industry. During the fiscal 20@% recorded approximately $2.4 million of severnosts associated with the reduction
of employee headcount. Also, bad debt expensertgt&P1.3 million, which included allowances foceévables due from Metricom, Inc. of
$13.9 million, Advanced Radio Telecom of $3.1 moitlj and US Wireless of $1.3 million were recordadmy the first half of fiscal 2001.

We also recorded
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accruals during fiscal 2001 for an estimated cambrdiability in our Mexico subsidiary of $2.2 rhidn and for the estimated loss on unused
office space of $1.4 million.

Depreciation and Amortization Expense. Depreciation and amortization expense increaseélolftdm $10.3 million for the twelve
months ended December 31, 2000, to $21.6 millioritfe twelve months ended December 31, 2001. Tdrease is primarily due to the
incremental amortization of goodwill and other itiable intangibles resulting from our acquisittooompleted during the latter part of fiscal
2000.

Asset Impairment Charges. For the twelve months ended December 31, 2001t espairment charges totaled $12.9 million, compare
to no charge for the twelve months ended Decembe?@00. The slowdown in the economy, economic itimms and visible trends in the
telecommunications industry triggered an impairmesraluation of our goodwill and other intangiblsets in the second quarter of fiscal 2
in accordance with SFAS No. 121, “Accounting fog tmpairment of Long-Lived Assets and for Long-ldvassets to be Disposed Of".
Based on our analyses of the results of operatadgrojected future cash flows associated wittagegoodwill and other intangible assets,
we determined that an impairment existed. Accotglinge recorded a $12.9 million impairment changéhie second quarter of fiscal 2001.
Assets determined to be impaired included goodwitl contract and workforce intangibles approxinga$i8.2 million in our design and
deployment segment and $4.7 million in our netwodnagement segment.

Net Other Income (Expense). For the twelve months ended December 31, 200(thet income was $0.2 million compared to net other
expense of $3.5 million for the twelve months enBedember 31, 2001. This increase in expense @fi@Blion was primarily attributable to
higher interest expense resulting from increasdxd detstanding during the periods under compariaod,a $1.1 million realized loss on
available-for-sale investment securities relatethéobankruptcy filing of Advanced Radio Telecomiethwas recorded in the first quarter of
fiscal 2001.

Provision (Benefit) for Income Taxes. Our effective income tax rate changed from a pioni®f 39% for the twelve months ended
December 31, 2000 to a benefit of 20% for the teehonths ended December 31, 2001. The change waarily attributable to the change
from reported pre-tax earnings in 2000 to repopiedtax losses in 2001, as well as an increadeeivaluation allowances on certain U.S. and
foreign deferred tax assets in 2001.

Segment Results for the Year Ended December 31, 20t the Year Ended December 31, 2002

Business Consulting. Business consulting revenues for the year endsgber 31, 2001 were $7.3 million compared to $5lon
for the year ended December 31, 2002. Operatsgflar the year ended December 31, 2001 was $lidmuompared to $17.3 million for
the year ended December 31, 2002. Included i$1f7e3 million operating loss, is $16.2 million afipairment loss associated with the $19.9
million write-off of all goodwill, indefinite lifeand finite life intangible assets related to EMBEAV&rch 31, 2002. Due to the continued
uncertain economic conditions, we are unable tedast any significant improvement in this operaiegment and expect that it will not
represent a material component of our consolidfitedicial results in future periods.

Design and Deployment. Design and deployment revenues for the year ebéegmber 31, 2001 were $159.5 million compared to
$143.5 million during the year ended December 8D22 Operating loss for the year ended Decembe2@11 was $59.1 million compared
to $28.9 million during the year ended December2BD2. The revenue decline is primarily attriblgao an overall lack of capital expans
and related technology upgrades in our internatioparations. The total decrease in internatioparations, however, was partially offset
an overall growth in our domestic operations in2€tat was derived primarily from technology upgsudby certain large wireless carriers
and by increased contract management revenuesafpgelosses were lower in 2002 primarily as a ltesfumanagement’s aggressive
expenditure reduction programs, lower depreciagioth amortization related to the adoption of SFAS N2, whereby amortization of
goodwill and intangible assets with indefinite bveeased, effective January 1, 2002.

Network Management. Network management revenues for the year endedrilmre31, 2001 were $40.4 million compared to $38.3
million during the twelve months ended December28)2. Operating loss for the year ended Dece®be2001 was $11.2 million
compared to $8.5 million during the twelve monthded December 31, 2002. The decline in revenugisedo the economic conditions
whereby wireless carriers and vendors are faceu uvitertainty regarding their services and produadslitionally, included in the 2002
operating loss is $3.7 million impairment loss &ssied with the $19.9 million writeff of all goodwill, indefinite life and finite li€ intangible
assets related to EMEA at March 31, 2002.

Trends

Continued softness in the wireless tal@ooinications industy and related market segmeatabmed with other changes in general
economic conditions that affect our current angptél customers’ ability to sustain and grow ogpiers could
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adversely affect our future revenues. During 20@d 2002, tightly controlled capital markets conisted the growth of the wireless
telecommunications industry, resulting in a delagame buildouts of wireless communications netao8tould buildouts and deployments
of wireless communications networks continue taldl@yed, our customers may continue to place pressuus to lower the prices that we
charge for our services, which would harm our tssofl operations. However, some carriers have fsgmitly reduced their resources and
may result in an increasing demand for our services

Terrorist activity and the threat of advenflict in certain parts of the world pose atdiial risk of general economic disruption and
could require changes in our international openatiand security arrangements, thus increasingmenating costs. These conditions lend
additional uncertainty to the timing and budgetrappls for capital investments decisions by out@uers.

Liquidity and Capital Resources

Our sources of liquidity included casld @ash equivalents, cash from operations and ettternal sources of funds. As of December
31, 2002, we had cash and cash equivalents of $8i@lidn.

Cash from operations is primarily derifemm our customer contracts in progress and agtmtichanges in working capital. Cash
provided by operations was $5.2 million and $33illian for the twelve months ended December 31,1280d 2002, respectively. The
difference was primarily the result of the changééferred income taxes. We also recorded cestgimficant non-cash charges during 2002,
including an accrual for unused office space of.@Xfillion and higher impairment charges of $8.Hiom, all of which increased cash from
operations. Additionally, we continued to effectivenanage our working capital and employed moreeggive collection strategies toward
our accounts receivable balances.

Cash used in investing activities wa®$8illion and $3.7 million for the twelve monthsdmd December 31, 2001 and 2002,
respectively. Investing activities for the twelvemths ended December 31, 2001 and 2002 consistapithl expenditures.

Cash provided by financing activities floe twelve months ended December 31, 2001 was $diflion, which consisted primarily of
net proceeds from the issuance of Series A Coterfireferred Stock totaling $34.9 million and geds from the issuance of common s
totaling $5.8 million associated with exercisegwofployee stock options and purchases under the @uoytypoemployee stock purchase plan,
net borrowings of $8.1 million from the line of dit partially offset by the repayments of notegadale and capital lease obligations totaling
$1.7 million and $4.8 million, respectively. Castoyided by financing activities was $10.6 millioor the twelve months ended December
2002. The positive cash flow from financing aciastfor this period consisted primarily of net preds from the issuance of Series B
Convertible Preferred Stock totaling $44.9 milliamd proceeds from the issuance of common stock.8fi@illion associated with exercises
of employee stock options and purchases under ¢hep@ny’s employee stock purchase plan; partiallgedfoy the $33.0 million repayment
of the remaining outstanding balance of the linereflit and repayments of a note payable and ¢aétse obligations totaling $0.6 million
and $5.6 million, respectively.

As discussed in the “Risk Related to Business” section of this Annual Report on FormKl@ur quarterly and annual operating
results have fluctuated in the past and may vathgérfuture due to a variety of factors, many ofalihare outside of our control. Following
the receipt of $44.9 million in net proceeds frdra tale of Series B Convertible Preferred Stockrepaid and terminated our line of credit
agreement in order to reduce future interest ex@and related commitment fees. If the conditionhételecommunications industry
continue to deteriorate and/or our customers cagebstpone projects or if we are unable to sidffity increase our revenues and/or further
reduce our expenses, we may experience, in theefuanegative impact to our financial results eash flows from operations, thus limiting
our available liquidity and capital resources.

Currently we have no material cash commaiits other than our normal recurring trade paygalelepense accruals and operating and
capital leases which are currently expected taibddd through existing working capital and futuastcflows from operations. Aside from
these recurring operating expenses, future cai@nditures and overall expansion will depend upany factors, including the timing of
payments under existing contracts and technologyirements within the wireless telecommunicatiorustry. We continuously evaluate
and leverage the latest technology relative totedai equipment and software used in our busippssations. Additional capital
expenditures may be required as deemed necessanyldr to stay competitive with our resources aiffielctively service our customers.

25



Table of Contents

The following summarizes the Company’stcactual obligations and other commitments at Ddsr 31, 2002, and the effect such
obligations could have on its liquidity and cashwflin future periods (in millions):

Amount of Commitment Expiring by Period

2003 2004 2005 2006 2007 Thereafter Total
Capital
leases $ 25 $ 04 $ 02 $ — 3 — 3 — % 3.1
Operating
leases 3.6 3.€ 3.3 2.1 2.3 5.9 21.1
$ 64 $ 4C $ 3t $ 21 $ 232 $ 59 $ 24.2

We believe that our cash and cash eqeivdlalances will be sufficient to satisfy cashuiegments for at least the next twelve months.
We are focused on preserving and improving cashoandverall liquidity position by aggressively nitming expenses, integrating effective
cost savings programs and aggressively managinganaunts receivable collection efforts.

Recently Issued Accounting Pronouncements

In April 2002, SFAS No. 145, “RescissmiiFASB Statements No. 4, 44 and 64, AmendmeRtA8B Statement No. 13, and
Technical Corrections” was issued. SFAS No. 14%ides guidance on the classification of gains arsdés from the extinguishment of debt
and on the accounting for certain specified leesmgstctions. This statement is effective for figears beginning after May 31, 2002. It is not
anticipated that the impact of this statement alve a material effect on the Company’s consoldifiteancial statements.

In July 2002, SFAS No. 146, “Accountimyy Costs Associated with Exit or Disposal Activitlavas issued. SFAS 146 provides
guidance on the recognition and measurement dfifiab associated with exit and disposal actiatielnder SFAS 146, liabilities for costs
associated with exit or disposal activities shdwddrecognized when the liabilities are incurred mr@ésured at fair value. This statement is
effective prospectively for exit or disposal adies initiated after December 31, 2002. It is nati@pated that the impact of this statement
have a material effect on the Company’s consol@lfitencial statements.

In November 2002, the FASB issued Intetggion No. 45 (“FIN No. 45"), “Guarantor’'s Accoumg and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Irettidss of Others.” FIN No. 45 expands on the adomuguidance of Statements No. 5,
57, and 107 and incorporates without change theigioms of FASB Interpretation No. 34, which isgisuperseded. FIN No. 45 will affect
leasing transactions involving residual guaranteesdor and manufacturer guarantees, and tax anemental indemnities. All such
guarantees will need to be disclosed in the natdlsa financial statements starting with the pegoding after December 15, 2002. For
guarantees issued after December 31, 2002, thediaie of the obligation must be reported on tHarme sheet. Existing guarantees will be
grandfathered and will not be recognized on tharzd sheet. We are currently evaluating the imgiietN No. 45 on our financial position
and results of operations. It is not anticipateat the impact of this interpretation will have ateral effect on the Company’s consolidated
financial statements.

In December 2002, the FASB issued SFASIM8, “Accounting for Stock Based Compensatiorransition and Disclosure, an
amendment of SFAS No. 123.” The Company adoptedSSNA. 148 which amended SFAS No. 123 “AccountirgSftmck-Based
Compensation”, by permitting two additional traimitmethods for entities that choose to adopt thgipions of SFAS No. 123 as their
method of accounting for stock-based employee cosgt®n and by requiring new disclosures aboueffext of stock-based employee
compensation on reported results. The Companydatiélect to adopt the provisions of SFAS No. 128samethod of accounting for stock-
based employee compensation. The Company providecktuired disclosures of SFAS No. 148 in Nof€hk adoption of SFAS No. 148
did not have a significant impact on the Comparmgssolidated financial statements. The Companyhiliequired to provide the pro forma
amounts that would be reported had compensatioanmgpbeen recognized for the Company'’s stock-bamagensation plans in accordance
with SFAS No. 123 in future interim filings on Forb@-Q.

On January 17, 2003, the FASB issuedpnié¢ation No. 46 (“FIN No. 46”), “Consolidation dariable Interest Entities. “FIN No. 46
expands upon and strengthens existing accountiiigigce that addresses when a company should inlutiefinancial statements the
assets, liabilities and activities of another gntt variable interest entity is a corporation,tparship, trust, or any other legal structure used
for business purposes that either (a) does not &auity investors with voting rights or (b) has #yginvestors that do not provide sufficient
financial resources for the entity to support itB\aties. FIN No. 46 requires a variable interestity to be consolidated by a company if that
company is subject to a majority of the risk ofsifiom the variable interest entity’s activitiesi@entitled to receive a majority of the entity’s
residual returns or both. The consolidation requaets of FIN No. 46 apply immediately to variablgerest entities created after January 31,
2003. The consolidation requirements apply to ofddities in the first fiscal year or interim peatibeginning after June 15, 2003. FIN No. 46
will also affect leasing transactions where thedesnay constitute as variable interest entitie§/I&’s. We are currently evaluating t



impact of FIN No. 46 on our financial statementd aglated disclosures. Disclosure requirementsyapphny financial statements issued ¢
January 31, 2003. The Company has provided cetisatosures in other areas of this filing and it st
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evaluating the impact of the accounting pronounc#nieis not anticipated that the impact of thiterpretation will have a material effect on
the Company'’s consolidated financial statements.

Related Party Transactions
For detailed information regarding rethparty transactions, see Note 13 to our Cons@kinancial Statements.

Item 7A. Quantitative and Qualitative Disclosures A&out Market Risk

Our significant international subsidiarige., in Brazil, Mexico, Sweden and United Kiogt) procure certain transactions that are
denominated in U.S. dollars. We are exposed tagoreurrency risks due to both transactions anustedions between functional and
reporting currencies in our Mexican, Brazilian dsited Kingdom subsidiaries. We are exposed tarttpact of foreign currency fluctuatio
due to the operations of and net monetary asseliaility positions in our Mexico, Brazil and Ueitl Kingdom foreign subsidiaries.
Significant monetary assets and liabilities incliidele receivables, trade payables and intercompaygbles that are not denominated in-
local functional currencies. As of December 31,20fur Mexican subsidiary was in a net asset mositf approximately $16.0 million while
our Brazilian and United Kingdom subsidiaries weraet monetary liability positions of approximaté5.1 million and $9.9 million,
respectively. There were no material balances irother international subsidiaries. The potentiaéfgn currency translation losses from a
hypothetical 10% adverse change in the exchange fiaim the net asset or liability positions at ®aber 31, 2002 are approximately $1.6
million, $0.5 million and $1.0 million for Mexicdrazil and the United Kingdom, respectively.

In addition, we estimate that a 10% cleaimgforeign exchange rates would impact repor&tdntome (loss) by approximately $1.5
million for the twelve months ended December 3020 his was estimated using a 10% deterioratiotofeéo the average monthly exchai
rates applied to net income or loss for each obthssidiaries in the respective period.

Due to the difficulty in determining anbtaining predictable cash flow forecasts in oueiign operations based on the overall
challenging economic environment and associatettadrstructures, we do not currently utilize amyidative financial instruments to hedge
foreign currency risks.

On May 31, 2002, the Company repaid 3.8 million line of credit outstanding balance daadninated its line of credit agreement.
Cash and cash equivalents as of December 31, 262%99.1 million and are primarily invested in rapmarket interest bearing accounts.
A hypothetical 10% adverse change in the averageest rate on our money market cash investmentéd@mve had a $0.4 million effect on
net income or loss for the twelve months ended Bes 31, 2002. We currently do not utilize any dative financial instruments to hedge
interest rate risks.

Item 8. Financial Statements and Supplementary Data

The information required by this Itemirisluded in Part IV Item 15(a)(1) and (2) of thia#ual Report on Form 10-K.

Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure

None
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PART Il

Item 10. Directors and Executive Officers of the Rgistrant

The information required by this itenirisorporated by reference to the information urttlercaptions “Election of Directors” and
“Compliance with Section 16(a) of the Exchange Adftthe Registrant’s Proxy Statement which we fil#l with the SEC within 120 days
after the end of fiscal 2002 (April 26, 2003).

Item 11. Executive Compensation

The information required by this itemnsorporated by reference to the information urttlercaption “Executive Compensationi”the
Registrant’s Proxy Statement which we will file lwthe SEC within 120 days after the end of fis€02 (April 26, 2003).

Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter

The information required by this itemnsorporated by reference to the information urtlercaptions “Security Ownership of Certain
Beneficial Owners and Management” an8éecurities Authorized for Issuance Under Equity Comensation Plans’ of the Registrant’s
Proxy Statement which we will file with the SEC kit 120 days after the end of fiscal 2002 (April 2603).

Item 13. Certain Relationships and Related Transaains

The information required by this itenirisorporated by reference to the information urttlercaption “Certain Relationships and
Related Transactions” of the Registrant’'s Proxyesteent which we will file with the SEC within 12@yk after the end of fiscal 2002
(April 26, 2003).

Item 14. Controls and Procedures

Under the supervision and with the pgréitton of the Company’s management, includingGoepany’s Chief Executive Officer and
Chief Financial Officer, the Company has evaludkedeffectiveness of the design and operatiorsadigclosure controls and procedures
pursuant to Exchange Act Rule 13a-14(c) within 89sdof the filing date of this annual report. Basadhat evaluation, the Chief Executive
Officer and Chief Financial Officer have concludbdt these disclosure controls and proceduresfietige. There were no significant
changes (including corrective actions with regardignificant deficiencies or material weaknesseshe Company’s internal controls or in
other factors that could significantly affect imal controls subsequent to the date of their etialna
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PART IV

Item 15. Exhibits, Financial Statement Schedules ahReports on Form 8K

(a) Financial Statements and Financial Statemerchedules

1)

()

Page
Independent Audito’ Report F-1
Consolidated Balance Sheets as of December 31, £00)200: F-2
Consolidated Statements of Operations for the YEaded December 31, 2000, 2001 and 2 F-3
Consolidated Statements of Stockhol’ Equity for the Years Ended December 31, 2000, 20@{1200z F4
Consolidated Statement of Cash Flows for the YEadked December 31, 2000, 2001 and Z F-6
Notes to Consolidated Financial Statem F-8
Schedule II: Valuation and Qualifying Accoul S-1

All other schedules for which provision is madétie applicable accounting regulations of the S¢iegrand Exchange Commission are
not required under the related instructions origapplicable and therefore have been omit

(3) Exhibits
Exhibit
Number Description of Document
3.1 Amended and Restated Certificate of Incorporat8)r
3.2 Bylaws in effect since November 5, 1999.
3.3 Certificate of Designations, Preferences and Righteries A Preferred Stock.(
4.1 Reference is made to Exhibits 3.1 and
4.2 Specimen Stock Certificate.(
10.1 1997 Stock Option Plan.(;
10.2 Form of Stock Option Agreement pursuant to the 18@®¢k Option Plan and related terms and conditfth
10.3 1999 Equity Incentive Plan.(:
10.4 Form of Stock Option Agreement pursuant to the 188Qity Incentive Plan.(1
10.5 1999 Employee Stock Purchase Plan and relatedraffdocuments. (1
10.6 E%lé;LD Building Lease by and between the Company amtesto Tech Associates dated as of Novemberd%,,las amended.
10.8 Second Amended and Restated Investor Rights Agmedmyeand among the Company and certain stocki®lofethe Company
dated as of September 17, 1999
10.9 Employment Offer Letter by and between the Compamy Scott Fox dated as of April 9, 1999,
10.10 Form of Indemnity Agreement by and between the Camy@and certain officers and directors of the Camyp@)
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10.14

10.15

10.16

10.17

10.21

10.22

10.24

10.25

10.26

10.27

10.28

10.29

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

Form of Warrant Agreement by and between the Compad each of Scott Anderson and Scot Jarvis deted February 28,
1997.(1)

Form of Subscription and Representation Agreemegatrial between the Company and each of Scott Andensd Scot Jarvis
dated as of February 28, 1997.

Form of Warrant Agreement by and between the Compand each of Scott Anderson and Scot Jarvis deted February 1,
1998.(1)

Form of Bill of Sale and Assignment Agreement by detween the Company and each of Massih TayebMastod K. Tayebi
dated as of June 30, 1999.

Services Agreement by and between WFI de MexiaeSR.L. de C.V. and Ericsson Telecom, S.A. de @ated as of August
1999.(1) +

Amended and Restated Master Services Agreememdpetween the Company and TeleCorp Holding Comaations, Inc.,
dated as of October 12, 1999.(1

Agreement by and between the Company and Siemetisnglksellschaft, Berlin and Mu’nchen, Federal Ripwof Germany,
represented by the Business Unit Mobile Networkedias of March 9, 1998.(1)

Master Services Agreement by and between the Coyrgoaoh Triton PCS, Operating Company, L.L.C. datedfalanuary 19,
1998, as amended.(1

Microwave Relocation Services Agreement by and betwEntel Technologies, Inc. and Triton PCS Opsgafiompany, L.L.C.
dated as of February 11, 1998.(1

Site Development Services Agreement by and beteeel Technologies, Inc. and Triton PCS, Inc. datedf December 10,
1997.(1) +

Sales Agreement for Products and Services by atwebba the Company and Integrated Ventures, LLCddaseof April 19,
1999.(1) +

Settlement Agreement and Mutual General Releassmbybetween the Company and Total Outsourcingdéed as of June 30,
1999.(1)

Sublease Agreement by and between the Companyranélih Templeton Corporate Services, Inc. datedfaspril 14, 2000.(2
2000 Nonstatutory Stock Option Plan.

Form of Stock Option Agreement and Grant Noticedueeconnection with the 2000 Nonstatutory Stocki@pPlan.(2)
Preferred Stock Purchase Agreement dated as ob@cld, 2001 among the Company, Oak Investmenh&ark, Limited
Partnership, and Oak X Affiliates Fund, Limited tarship, including Press release of Wireless F&s) Inc. dated October 11,
2001.(3)

First Amendment to Amended and Restated Credit éxgent effective July 19, 2001.(

Employment Offer Letter by and between the Compamy Brad Weller effective August 16, 1999.

Executive Change of Control Agreement dated asa&f L, 2001 between the Company and Brad Welle

Second Amendment to Amended and Restated Cred@efyggnt and Limited Waiver dated as of Decembe2@02.(5)

Technical Services Subcontract Agreement by angdd®mt the Company and Bechtel Corporation dated Bsluary 8, 2002.
(6) +

30



Table of Contents

10.41

10.42

211

23.1

24.1

99.1

99.2

Agreement by and between the Company and Terry $iiwill dated as of April 1, 2002. (!

Employment Offer Letter by and between the Compamy Gregory M. Jacobsen effective August 4, 200:€
List of subsidiaries.’

Independent Audito’ Report on Schedule and Consel

Power of Attorney. Reference is made to the sigegtage to this Report on Form-K.

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarksr@ct of 2002 for
Masood K. Tayebi, Ph.D.

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks@ct of 2002 for Terry
Ashwill.*

1)
()

(3)
(4)

(5)

(6)

(7)

Filed as an exhibit to the Compé¢ s Registration Statement on For-1 (No. 33:-85515), and incorporated herein by refere

Filed as an exhibit to the Company’s Quarterly Repo Form 10-Q for the quarter ended Septembe2@00, filed on November 14,
2000 and incorporated herein by referel

Filed as an exhibit to the Compé s Report on Form—K filed on October 11, 2001 and incorporated hebgimeference

Filed as an exhibit to the Company’s Quarterly Repo Form 10Q for the quarter ended June 30, 2001, filed onusud0, 2001 an
incorporated herein by referen:

Filed as an exhibit to the Company’s Annual Reporform 10K for the year ended December 31, 2000, filed omdd29, 2001 an
incorporated herein by referen:

Filed as an exhibit to the Company’s Quarterly Repo Form 10-Q for the quarter ended June 30, 20@d on August 13, 2002 and
incorporated by referenc

Filed as an exhibit to the Company’s Quarterly Repo Form 10-Q for the quarter ended Septembe302, filed on November 13,
2002.

Filed herewith

Certain confidential matters deleted pursuant e®©Granting Application for Confidential Treatmeissued in connection with the
Registration Statement on Forr-1 (No. 33:-85515) dated November 10, 19!

Certain confidential matters deleted pursuant e®©Granting Application for Confidential Treatmgnirsuant to rule 14B-under the
Securities Exchange Act of 1934 dated August 1822

Certain confidential matters deleted pursuant e®©Granting Application for Confidential Treatmgnirsuant to rule 14B-under the
Securities Exchange Act of 1934 dated NovembefQG2.

31



Table of Contents

(b)  Reports on Form 8K

The following report on Form 8—-K was filafter September 30, 2002:

On November 15, 2002, we filed a Curieeport on Form 8—K dated November 15, 2002, anringrichomas Munro would be
stepping down as President in early 2003, but woaldinue to be active with the Company as a caasulThe Company also announced
that Masood Tayebi, the Company’s Chairman and GisDJd be assuming the responsibilities of Pregiden
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SIGNATURES

Pursuant to the requirements of Sect®borll15(d) of the Securities Exchange Act of 1984, registrant has duly caused this report to
be signed on its behalf by the undersigned, théocedmly authorized.

Date: March 21, 200
W IRELESSF ACILITIES , | NC..

By: /sl M asoopK. T AYEBI , PH .D.

Masood K. Tayebi, Ph.D.
Chief Executive Officer

Pursuant to the requirements of the SesiExchange Act of 1934, this report has begnesd below by the following persons on
behalf of the registrant and in the capacities@mthe date indicated:

Signature Title Date

/sl M asoobpK. T AYEBI, PH.D. Chairman, Chief Executive Officer ai March 21, 200:
Director (Principal Executive Office

Masood K. Tayebi

/s| TERRY A SHWILL Chief Financial Officer (Principse March 21, 200!
Financial and Accounting Office
Terry Ashwill
/s/ DAN S TOKELY Vice President and Corporate Contro March 21, 200:
(Chief Accounting Officer
Dan Stokely
/s/ D AVE G ARRISON Associate General Counsel ¢ March 21, 200!

Corporate Secretal

Dave Garrison

/s/ SCOTT A NDERSON Director March 21, 200«

Scott Anderson

/s/ BANDEL C ARANO Director March 21, 200:

Bandel Carano

/sl ScoTJARVIS Director March 21, 200«
Scot Jarvis
/s/ WiLLIAM H OGLUND Director March 21, 200:

William Hoglund

/s/ WiLLIAM O WENS Director March 21, 200«



William Owens
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CERTIFICATIONS

I, Masood Tayebi, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Wireless Facilities, Inc

Based on my knowledge, this annual report doesamtain any untrue statement of a material facioit to state a material fact

necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with

respect to the period covered by this annual re

Based on my knowledge, the financial statementsoéimer financial information included in this amhveport, fairly present in all

material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this

annual report

The registrant’s other certifying officer and | aesponsible for establishing and maintaining discte controls and procedures (as

defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a) designed such disclosure controls and proceduressiare that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in which this annual
report is being prepare

b) evaluated the effectiveness of the registrant’sloésire controls and procedures as of a date waidays prior to the filing date
of this annual report (th*Evaluation Dat"); and

c) presented in this annual report our conclusionsiathe effectiveness of the disclosure controls gnodedures based on our
evaluation as of the Evaluation Da

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatidhgtregistrant’s auditors and the

audit committee of registre’s board of directors (or persons performing thevedgent function):

a) all significant deficiencies in the design or opiena of internal controls which could adverselyeaff the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrant’s audiemmg material weaknesses in
internal controls; an

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant’s
internal controls; an

The registrans other certifying officer and | have indicatedliis annual report whether or not there were sicgnift changes in intern

controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including

any corrective actions with regard to significaafidiencies and material weaknes:

Date: March 21, 200

/sl M asoobpK. T AveBl, PH.D.

Masood K. Tayebi, Ph.D.
Chief Executive Officer
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CERTIFICATIONS (Continued)

I, Terry Ashwill, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of Wireless Facilities, Inc

Based on my knowledge, this annual report doesamtain any untrue statement of a material facioit to state a material fact

necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with

respect to the period covered by this annual re

Based on my knowledge, the financial statementsoéimer financial information included in this amhveport, fairly present in all

material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this

annual report

The registrant’s other certifying officer and | aesponsible for establishing and maintaining discte controls and procedures (as

defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a) designed such disclosure controls and proceduressiare that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod in which this annual
report is being prepare

b) evaluated the effectiveness of the registrant’sloésire controls and procedures as of a date waidays prior to the filing date
of this annual report (th*Evaluation Dat"); and

c) presented in this annual report our conclusionsiathe effectiveness of the disclosure controls gnodedures based on our
evaluation as of the Evaluation Da

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatidhgtregistrant’s auditors and the

audit committee of registre’s board of directors (or persons performing thevedgent function):

a) all significant deficiencies in the design or opiena of internal controls which could adverselyeaff the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrant’s audiemmg material weaknesses in
internal controls; an

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant’s
internal controls; an

The registrans other certifying officer and | have indicatedliis annual report whether or not there were sicgnift changes in intern

controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including

any corrective actions with regard to significaafidiencies and material weaknes:

Date: March 21, 200

/s/ TERRY A SHWILL

Terry Ashwill
Chief Financial Officer
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Independent Auditors’ Report

The Board of Directors
Wireless Facilities, Inc.:

We have audited the accompanying consolidated balsineets of Wireless Facilities, Inc. and subsa&tigthe Company) as of December 31,
2001 and 2002, and the related statements of apesastockholders’ equity, and cash flows for eatthe years in the three-year period
ended December 31, 2002. These consolidated fadastatements are the responsibility of the Corgpmmanagement. Our responsibilit

to express an opinion on these consolidated fimhstatements based on our audits.

We conducted our audits in accordance with audi&tagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audits to obtain neakle assurance about whether the financial statisnaee free of material misstatement.
An audit includes examining, on a test basis, exddesupporting the amounts and disclosures initla@dial statements. An audit also
includes assessing the accounting principles usddignificant estimates made by management, dsawelvaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of Wireless
Facilities, Inc. and subsidiaries as of Decembe2801 and 2002, and the results of their operatiom their cash flows for each of the years
in the threeyear period ended December 31, 2002 in conformitly accounting principles generally accepted inWimited States of Americ

As discussed in Note 1 to the Consolidated Findigtetements, the Company adopted the provisio8=afS No. 142Goodwill and Other
Intangible Assets, and accordingly, changed its method of accourfongoodwill in 2002.

KPMG LLP

San Diego, California
February 7, 2003
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WIRELESS FACILITIES, INC.

Consolidated Balance Sheets
December 31, 2001 and 2002
(in millions, except par value and number of sharés

2001 2002
Assets
Current asset:
Cash and cash equivalel $ 61.1 $ 99.1
Accounts receivable, n 88.t 60.5
Accounts receivabl- related party 0.3 0.4
Contract management receivables, 5.6 2.4
Income taxes receivah 3.2 3.1
Prepaid expenst 4.5 1.€
Employee loans and advanc 1.5 0.2
Other current asse 9.3 3.5
Total current asse 174.: 170.¢
Property and equipment, r 19.C 13.C
Goodwill, net 54.4 41.€
Other intangibles, n¢ 8.€ —
Deferred tax assets, r 10.C —
Investments in unconsolidated affilial 8.4 8.2
Employee loans and advances, net of current pc 0.7 0.5
Other asset 0.5 0.2
Total asset $ 275.¢ $ 234.c
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 9.C $ 6.1
Accrued expense 15.2 17.2
Accounts payabl- related part 2.2 0.7
Contract management payab 4.2 5.€
Billings in excess of cos 1.€ 6.4
Line of credit payabl 33.C —
Note payable 0.2 —
Capital lease obligatior 4.5 2.3
Accrual for unused office spa — 1.8
Total current liabilities 70.C 40.1
Note payable, net of current porti 0.4 —
Capital lease obligations, net of current por 4.C 0.€
Accrual for unused office space, net of currentipat 1.3 7.€
Deferred tax liabilities, ne — 1.€
Other liabilities 2.2 1.2
Total liabilities 77.€ 51.1
Minority interest in subsidiar 0.2 0.3

Commitments and contingenci



Stockholder' equity:

Preferred stock, 5,000,000 shares authot

Series A Convertible Preferred Stock, $.001 panea$3,637 shares issued and outstanding at
December 31, 2001and 2002 (liquidation prefererd&ed)

Series B Convertible Preferred Stock, $.001 paweyad and 90,000 shares outstanding at December
31, 2001 and December 31, 2002, respectively dation preference $45.

Common stock, $.001 par value, 195,000,000 shate®rdzed; 47,184,000 and 48,842,220 shar
issued and outstanding at December 31, 2001 ari?] 28€pectively

Treasury stock, at co

Additional paic-in capital

Accumulated defici

Accumulated other comprehensive i

Total stockholder equity

Total liabilities and stockholde’ equity $

215.1 266.
(17.1) (81.0)

0.2) (3.0
197.¢ 182.¢
275.¢ 234.:

See accompanying notes to consolidated finanassients.
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WIRELESS FACILITIES, INC.
Consolidated Statements of Operations

Years ended December 31, 2000, 2001 and 2002
(in millions, except per share amounts)

2000 2001 2002
Revenue: $ 255.¢ $ 207z $ 187.(
Cost of revenue 140.1 141.C 138.7
Gross profit 115.¢ 66.2 48.3
Selling, general and administrative exper 53.t 103.z 74.1
Depreciation and amortizatic 10.c 21.¢ 7.8
Asset impairment chargs — 12.¢ 21.1
Operating income (lost 52.C (71.5) (54.7)
Other income (expense
Interest income (expense), | 0.1 (3.2 (0.9
Foreign currency gai — 0.2 2.C
Other, ne 0.1 (0.6) (0.2
Total other income (expens 0.2 (3.5 aL{e
Income (loss) before minority interest in incomesobsidiary and income
taxes 52.2 (75.0 (53.79)
Minority interest in income of subsidia 0.1 0.1 0.1
Provision (benefit) for income tax 20.2 (15.0 10.1
Net income (loss $ 31.6 $ (60.1) $ (63.9
Net income (loss) per common she
Basic $ 0.7¢ $ (131 $ (1.33)
Diluted $ 06 $ 1.3 $ (1.3%)
Weighted average common shares outstani
Basic 41.¢ 45.¢ 48.1
Diluted 50.t 45.¢ 48.1

See accompanying notes to consolidated finanassients.
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WIRELESS FACILITIES, INC.
Consolidated Statements of Stockholders’ Equity

Years ended December 31, 2000, 2001 and 2002
(in millions)

Convertible Convertible
Preferred stock — Series A Preferred stock — Series B Common stock

Shares Amount Shares Amount Shares Amount

Balance, December 31, 19 — 3 — — 3 — 397 $ —
Issuance of common stock for exercis
stock options — — — — 2.4 —
Issuance of common stock under
employee stock purchase pl — — — — 0.2 —
Issuance of common stock in connection
with acquisitions — — — — 0.8 —
Issuance of common stock for exercis

warrants — — — — 0.2 —

Tax benefit from exercise of stock
options — — — — — —

Net income — — — _ — _

Foreign currency translation lo —_ — — — _ _

Net unrealized investment lo — — — — — _

Total comprehensive incon — — — — — —

Balance, December 31, 20 — — — — 43. —
Issuance of Series A convertible
preferred stocl 0.1 — — — — —
Issuance of common stock for exercis
stock options — — — — 0.7 —
Issuance of common stock under
employee stock purchase pl — — — — 0.3 —
Issuance of common stock in connect
with purchase pla — — — — 2.C —
Issuance of common stock for exercis

warrants — — — — 0.¢ —

Tax benefit from exercise of stock
options — — — — — —

Net loss — — — _ — _

Foreign currency translation ge — — — — — —

Net realized investment lo — — — — — _

Total comprehensive lo: — — — — — —

Balance, December 31, 20 0.1 — — — 47.2 —
Issuance of Series B convertible
preferred stocl — — 0.1 — — —
Issuance of common stock for exercis
stock options — — — — 1.1 —
Issuance of common stock under
employee stock purchase pl — — — — 0.5 —

Net loss — — — — _ _

Foreign currency translation ge — — — — — —

Net realized investment lo — — — — — _

Total comprehensive lo: — — — — — _




Balance, December 31, 20 01 $ — 01 $ — 48.¢ $ —

(Continued
See accompanying notes to consolidated financgdsients.
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WIRELESS FACILITIES, INC.
Consolidated Statements of Stockholders’ Equity
Years ended December 31, 2000, 2001 and 2002

(in millions)
B Retained Treasury Stock Accumulated
Additional Earnings Other
Paid—in (Accumulated Comprehensive Comprehensive
Capital Deficit) Shares Amount Loss Income (Loss) Total
Balance, December 31, 19 $ 9.z $ 11.2 — $ — 3 — $101.2
Issuance of common stock for exercise of
stock options 9.t — — — — — 9.5
Issuance of common stock under empla
stock purchase ple 3.4 — — — — — 3.4
Issuance of common stock in connection
with acquisitions 37.1 — — — — — 37.7
Issuance of common stock for exercise
warrants 0.t — — — — — 0.5
Tax benefit from exercise of stock optic 15.¢ — — — — — 15.€
Net income — 31.€ — — $ 31.€ 31.€
Foreign currency translation lo — — — — 0.3 (0.3 (0.3
Net unrealized investment lo — — — — (2.0 (2.0 (2.0
Total comprehensive incon — — — — — $ 30.5 —
Balance, December 31, 20 $ 156.¢ $ 43.C — — 3 .3 $198.¢
Issuance of Series A convertible preferred
stock 34.¢ — — — — — 34.¢
Issuance of common stock for exercise
stock options 2.7 — — — — — 2.7
Issuance of common stock under employee
stock purchase ple 1.7 — — — — — 1.7
Issuance of common stock in connectiol
with acquisitions 16.C — — — — — 16.C
Issuance of common stock for exercise of
warrants 14 — — — — — 14
Tax benefit from exercise of stock optic 1.t — — — — — 1.5
Net loss — (60.7) — — — $ (60.7) (60.1)
Foreign currency translation ge — — — — 0.1 0.1 0.1
Net realized investment lo — — — — 1.C 1.C 1.C
Total comprehensive ot — — o o — $ (59.0 —
Balance, December 31, 20 $ 2151 $ (7)) — — 3 0.2 $197.¢
Issuance of Series B convertible preferr:
stock 44 ¢ — — — — — 44.¢
Issuance of common stock for exercise of
stock options 4.1 — — — — — 4.1
Issuance of common stock under empla
stock purchase ple 2.8 — — — — — 2.8
Net loss — (63.9) — — —  $ (63.9) (63.9)
Foreign currency translation ge — — — — (2.9 (2.9 (2.9
Total comprehensive ot — — o o — $ (66.7) —
Balance, December 31, 20 $ 266¢ $ (810 — $ — 3 (3.0 $182.¢

See accompanying notes to consolidated finanassients.
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WIRELESS FACILITIES, INC.

Consolidated Statements of Cash Flows

Years ended December 31, 2000, 2001 and 2002

(in millions)
2000 2001 2002
Operating activities
Net income (loss $ 316 % (60.) $ (63.9)
Adjustments to reconcile net income (loss) to rehcprovided by (used in)
operating activities
Depreciation and amortizatic 10.7 22.5 9.4
Allowance and provision for doubtful accoul 0.1 21.5 9.€
Asset impairment chargs — 12.¢ 21.1
Provision for (benefit from) deferred income ta 9.1 (18.§) 10.C
Tax benefit from exercise of stock optic 15.€ 1.t —
Realized loss on investme — 1.C —
Other — (0.2 0.7
Changes in assets and liabilities, net of the efiéacquisitions
Accounts receivabl (84.9) 7.8 18.t
Accounts receivabl- related party (0.2 (0.2 (0.2
Contract management receivab (6.9 14.¢ 3
Income taxes receivah 7.7 9.t 0.1
Prepaid expenst — (0.6) 2.6
Other asset (12.6) (7.5) 9.1
Accounts payabl 11.1 13.2 (2.9
Accrued expense 11.2 (3.7 1.7
Accounts payabl- related part) (2.9 (7.0 (1.5
Contract management payab 0.S (5.0 1.4
Billings in excess of cos (4.9 0.7 4.8
Other liabilities — 3.C 8.8
Net cash provided by (used in) operating activi (38.9) 5.2 33.C
Investing activities
Capital expenditure (5.6) (5.0 3.7
Cash paid for acquisitions, net of cash acqu (38.7) — —
Cash paid for investmen (9.0 — —
Distributions from investmen 38.C — —
Net cash used in investing activiti (24.7) (5.0 (3.7
Financing activities
Proceeds from issuance of preferred stock, netsofince cos — 34.¢ 44.¢
Proceeds from issuance of common st 12.€ 5.8 4.¢
Net borrowings (repayment) under line of cre 24.¢ 8.1 (33.0
Repayment of capital lease obligatic .39 (4.9 (5.6
Repayment of officer notes payal 0.€ — —
Borrowings (repayment) of notes paya 0.4 1.7 (0.6)
Net cash provided by financing activiti 37.t 42.3 10.€




Effect of exchange rate on ce 0.3 0.1 (1.9

Net increase (decrease) in cash and cash equis (15.9) 42.¢€ 38.C

Cash and cash equivalents at beginning of 34.2 18.t 61.1

Cash and cash equivalents at end of - $ 185 % 61.1 $ 99.1
(continued

See accompanying notes to consolidated financgsients.
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WIRELESS FACILITIES, INC.
Consolidated Statements of Cash Flows

Years ended December 31, 2000, 2001 and 2002

(in millions)
2000 2001 2002
Supplemental disclosures of r-cash transaction
Fair value of assets acquired in acquisiti $ 88.t $ — % —
Cash paid for acquisitior (38.7) — —
Issuance of common stock for acquisitic (37.7) — —
Issuance of notes payable for acquisit (1.5 — —
Common stock to be issur (8.6) — —
Issuance of warrants in acquisitic — — —
Liabilities assumed in acquisitiol $ 21 % —  $ —
Common stock issued for e-out provision in acquisitio — 8 16.C —
Property and equipment acquired under capital & $ 10C $ 2.8 —
Reduction of accounts receivable in exchange ftesweceivabls — 3 1.4 —
Note receivable issued for sale of equipn — 8 1.C —

Reduction of note receivable in exchange for egeipmeturnec — —  $ 0.€

Reduction of accounts receivable in exchange foestment securitie $ 1.1 — —

Decrease in fair value of investment securitieslalbe for sale $ (10 $ (0.7) —

Reduction of note payable in lieu of considerafimnexercise of warrani $ 0.5 — —

Tax benefit from exercise of stock optic $ 15€ $ 1t —
Supplemental disclosure of cash flow informati

Cash paid during the year for inter $ 18 $ 3¢ % 14

Cash paid (received) during the year for incomesare $ 9.6 $ 108 $ (0.8)

See accompanying notes to consolidated finanassients.
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Note 1.

WIRELESS FACILITIES, INC.
Notes to Consolidated Financial Statements
Years ended December 31, 2000, 2001 and 2002

Organization and Summary of Significant AccountingPolicies
(a) Description of Busines:

Wireless Facilities, Inc. ("WFI") was formed in tlséate of New York on December 19, 1994, beganatipeis in March 1995
and was reincorporated in Delaware in 1998. WFVigies a comprehensive range of global outsoura@ngaees to both
wireless carriers and equipment vendors. Suchaesvnclude the design, deployment and managenetfient networks.
WFI's customers are primarily mature providers fvatsmall percentage comprising “early stage pereif) of cellular, PCS
and broadband data services and equipment. WHyagaments range from small to large multi-yearreans. These services
are billed either on a time and materials basisnoa fixed price, time certain bas

(b) Principles of Consolidation

The consolidated financial statements include to®ants of WFI and its wholly-owned and majorityrmd subsidiaries. WFI
and its subsidiaries are collectively referred ¢oein as the “Company.” As of December 31, 1999 wtholly-owned
subsidiaries included Entel Technologies, Inc., \W&Mexico, Wireless Facilities Latin America Ltdand WFI International,
Ltd., based in London, England, which began openatin April of 2000. In March 2000, the Companguiced the assets of a
network operations center and business segmenetbaaDallas, Texas. In conjunction with this guase, the Company
formed WFI Network Management Services Corporatéowholly-owned subsidiary incorporated in theestat Delaware, to
operate the center. In May 2000, the Company aeduirl6.67% interest in the operations of Diversgwdrks, Inc., which is
accounted for using the equity method of accouniileg, resulting from deemed significant influehda July 2000, the
Company acquired convertible preferred stock of @dfarge Solutions, Inc., a privately-held wirelesgtwork planning and
deployment company, which is accounted for usimgctbst method of accounting. In August 2000, thex@any acquired
Questus, Ltd., (“Questus”) a privately held compargprporated in the United Kingdom in a stock fnage acquisition.
Questus is a provider of management consultingnehaiork development services in the European vasedervices market.
The acquisition included Questus’ wholly-owned sdiasies, Questus Scandinavia, A.B., incorporate8tockholm, Sweden,
and Questus GmbH, incorporated in Vienna, Austni&eptember 2000, the Company formed a wholly-alswbsidiary WFI-
UK, Ltd., based in London, England, to act as alingl company. The Company acquired Telia ContrgchB and Telia
Academy AB in October 2000 and December 2000, msy. Telia Contracting AB, a Swedish corporatiocated in
Gothenburg, Sweden, is a global provider of netwnanagement consulting services with geographichasip in Asia,
Scandinavia, South America, and Europe. Telia AgadaB, a Swedish limited liability corporation laeal in Kalmar,
Sweden, is a provider of management training amswtancy services to the global telecommunicatiodastry.

All intercompany transactions have been eliminatecbnsolidation. Investments accounted for ushegdost method include
companies in which the Company owns less than 2@84a& which the Company has no significant infleeninvestments
accounted for using the equity method include cargsain which the Company owns more than 20% st tkan 50%, or for
which the Company is deemed to have significatui@rfce.

(c) Fiscal Calendar

We operate and report using a 52-53 week fiscal geding the last Friday in December. As a resufifty-third week is added
every five or six years. Our 52 week fiscal yeamssist of four equal quarters of 13 weeks each,camd3 week fiscal years
consist of three 13 week quarters and one 14 weakear. The financial results for our 53 week fis@ars and our 14 week
fiscal quarters will not be exactly comparable tw 52 week fiscal years and our 13 week fiscal gusr For presentation
purposes, all fiscal periods presented or discussdds report have been presented as endingelast day of the nearest
calendar month. For example, our 2002 fiscal yeded on December 27, 2002, but we present our 204 year as ending
on December 31, 200
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WIRELESS FACILITIES, INC.
Notes to Consolidated Financial Statements
Years ended December 31, 2000, 2001 and 2002

(d) Cash Equivalents

The Company considers all highly liquid investmasith an original maturity of three months or lésde cash equivalents.
Cash equivalents consisting of money market investmwere $55.6 and $93.7 million as of DecembeRB@1 and 2002,
respectively

(e) Investment Securities

Investment securities consisted of an investmeatpablic company made in fiscal 2000, which wassified as available for
sale and carried at fair value with unrealized gainlosses reported in a separate component ofradated other
comprehensive income. The carrying value of thestment at December 31, 2000 was $0.1 millionphah unrealized loss
$1.0 million and was classified in other currergeds. The investment was liquidated in fiscal 2881he investee company
declared bankruptcy. Accordingly, the unrealizesklof $1.0 million recorded at December 31, 2008 realized and
reclassified to earnings in 2001. There were nestwment securities outstanding as of December(1, and 200z

(f) Property and Equipment, Net

Property and equipment consists primarily of corapuiteld testing and office-related equipment &nkcorded at cost.
Equipment acquired under capital leases is recoatiite present value of the future minimum leasenents. Depreciation is
calculated using the straight-line method overdsiimated useful life of each asset, which is ortttee years for computer
equipment and five years for furniture and officgi@gment. Equipment acquired under capital leasasnortized over the
shorter of the lease term or the estimated usiééubf the asset. Improvements, which significarttid to the extended useful
life of an asset, are capitalized. Expendituresfamtenance and repairs are charged to opera®imcurred

(g) Goodwill and Other Intangible Assets, Ne

Gooduwill represents the excess of the purchase prier the fair value of assets purchased fromieggjgompanies. Prior to
the adoption of Statement of Financial Accountitgn8ard (SFAS) No. 142, “Goodwill and Other IntdtgiAssets,” goodwill
wa