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PART |
Iltem 1. Business

This Annual Report on Form 10-K (includitige section regarding Management's Discussion aradyAis of Financial Condition and
Results of Operations) contains forward-lookingesteents regarding our business, financial conditiesults of operations and prospects.
Words such as "expects,” "anticipates,” "intentjgldns,"” "believes," "seeks," "estimates" and saméxpressions or variations of such words
are intended to identify forward-looking statemebtst are not deemed to represent an all-inclusigans of identifying forward-looking
statements as denoted in this Annual Report on Ad4id. Additionally, statements concerning futurattars are forwaréboking statement:

Although forward-looking statements in tAisnual Report on Form 10-K reflect the good faitigment of our management, such
statements can only be based on facts and faaiaently known by us. Consequently, forward-lookstgtements 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 "RiskatRdlto Our Business" below, as well as those dimlielsewhere in this Annual Report
Form 10-K. Readers are urged not to place undigncs on these forward-looking statements, whigdakmnly as of the date of this Annual
Report on Form 10-K. You are further cautioned thathave determined that in certain cases we reigirégted or misapplied GAAP in our
2001, 2002, and 2003 financial statements, andrditggy, we have restated our consolidated findratetements for the fiscal years ended
December 21, 2001, 2002, and 2003. Detailed infoomaegarding these restatements is disclosedibe Il to our consolidated financial
statements filed in Amendment No. 1 on Form 10-kdAur annual report on Form 10-K for the year eéhbBecember 31, 2003. We file
reports with the Securities and Exchange Commig8$B8BC"). We make available on our website undevébktor Relations/SEC Filings,"
free of charge, our annual reports on Form 10-Krguly reports on Form 10-Q, current reports om#8-K and amendments to those
reports as soon as reasonably practicable afteleetronically file such materials with or furnigiem to the SEC. Our website address is
www.wifinet.com. You can also read and copy any materials wenfifle the SEC at the SEC's Public Reference Roo#b@t-ifth Street, NW
Washington, DC 20549. You can obtain additionabinfation about the operation of the Public RefeeeRoom by calling the SEC at 1-800-
SEC-0330. In addition, the SEC maintains an Intesite (www.sec.gov ) that contains reports, proxy and informationestagnts, and other
information regarding issuers that file electroflicavith the SEC, including us.

We undertake no obligation to revise oratpdany forwardeoking statements in order to reflect any eventimumstance that may ar
after the date of this Annual Report on FormKL(Readers are urged to carefully review and candige various disclosures made throug!
the entirety of this Annual Report, which attempativise interested parties of the risks and fadtwat may affect our business, financial
condition, results of operations and prospects.

We operate and report using a 52-53 wesglafiyear ending the last Friday in December. Aesalt, a fifty-third week is added every
five or six years. Our 52 week fiscal years consigbur equal quarters of 13 weeks each, and 8weéek fiscal years will consist of three 13
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 exaropte2004 fiscal year ended on
December 31, 2004, however, our 2003 fiscal yede@émn December 26, 2003, but we present our 2868 fyear as ending on
December 31, 2003.




We were incorporated in the state of Newkvyan December 19, 1994 and began operations iciMBE995. We reincorporated in the
state of Delaware in 1998. We consummated oualmtiiblic offering on November 5, 1999. Our priradipxecutive office is located at 4810
Eastgate Mall, San Diego, California 92121. Ouepgllbne number is (858) 228-2000.

Description of the Business
General

We are an independent provider of outsalomenmunications and security systems engineernidgrdegration services and other
technical services for the wireless communicatiodsistry, the U.S. government, and enterprise costs.

The principal services we provide includet are not limited to, the design, deploymenggnation, and the overall management of
communications and security networks. Our worktli@ wireless communications industry primarily ilwes radio frequency engineering,
site development, project management and the lastal of radio equipment networks. We also proviéénvork management services, wr
involve day-today optimization and maintenance of wireless netaof\s part of our strategy, we are technology\emtor independent. V'
believe that this aligns our goals with those af customers and enables us to objectively evaladerecommend specific products or
technologies. We provide network engineering amdajenent services to wireless carriers including, fot limited to, (in alphabetical
order), Cingular, Nextel, 02, Orange, Sprint, T-MebTelcel, Telefonica, Verizon and Vodafone andipment vendors such as Ericsson,
Nortel and Siemens. Our key value proposition tocaustomers in addition to our vendor and technpiadependence is our ability
provide engineering expertise across a wide rangellular technologies and equipment platformsr @ark for the federal government
primarily involves network engineering and infrastture development, network security, logisticoaadtion and RFID solutions, systems
engineering, systems integration, and the outsogref technical services such as operational teseaaluation. Our work for enterprise
customers primarily involves the design, deploymantl integration of voice, data, security and oihéuilding systems and is focused on
opportunities to provide converged IP and wirelesisvorks to Fortune 1000 companies, public faeditiand municipal agencies.,

Operating Segments

During 2002, our business was organizeal timtee primary operating segments: business ciimguhetwork design and deployment
services, and network management services. In 2003dded our enterprise solutions operating segr8ee Note 13 to our consolidated
financial statements for information with respectévenues, operating results and long-lived asgetach segment. In 2004, we reorganized
our operating segments to reflect our operatiomsstirategic direction. Our three operating segmeftsctive January 1, 2004, are our
Wireless Network Services segment (encompassingéssconsulting, design and deployment servicdsxatwork management services),
our Enterprise Network Services segment, and owme@mnent Network Services segment, also known as@dvernment Services, Inc.

Wireless Network Services Segment
Network Planning

We provide business consulting servicegfigpre-deployment planning including technologg@ssment, market analysis, and business
plan development. We study and analyze the trp#itterns, population density, topography and prapag environment in each market
under consideration. We have developed a propyiet@thodology to assist customers in analysis ®ftttmpetitive landscape for mobile
broadband services, and we use our expertise gatierce to analyze the financial,
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engineering, competitive and technology issuesiegipe to a proposed technology or network deploypeoject. Drawing upon the
demographic analysis and preliminary network dinmrmiag and benchmarks for deploymeatated expenditures from our various functic
groups and consultants, we create new businesegira or evaluate existing deployment strateddasiness consulting projects are
strategically important to us because they repteggportunities to build relationships and credipivith customers during the planning
phase, and they enhance our experiences with lpadige technologies.

Network Design and Deployment Servic
We provide a range of services for the del$ign and deployment of wireless networks. Sechices include:

. Radio Freguency Engineering. Radio frequency engineers design each integmitetess system to meet the customer's
performance requirements. These requirements asglhgpon a projected level of subscriber dens#gfi¢ demand, and the
coverage area. Our engineers perform the calcogtineasurements and tests necessary to detetraioptimal placement of
the wireless equipment. In addition to meeting dasinsmission requirements, the radio frequentyari design must make
optimal use of radio frequency and result in tighbBst possible signal quality for the greatestipomf subscriber usage witk
existing constraints. The constraints may be imgdsecost parameters, terrain, license limitatiomrference with other
operators, site availability, applicable zoninguiegments and other factors.

. Soectrum Relocation.  To enable customers to use the radio frequenegtepm they have licensed, it is often necessary fo
customers to analyze the licensed spectrum forfarence from existing users, and move these inembsers to new
frequencies. We assist our customers in accompisthis spectrum relocation by providing completenpto-point and point-
to-multipoint line-of-sight microwave and other ggof engineering and support services. Engineariaigsupport services
include identifying existing microwave or otherdrgency uses, negotiating relocation with incumhesers, managing and
tracking relocation progress and documenting th&l flecommissioning and replacement of the incumnbsers' facilities.

. Fixed Network Engineering. Most wireless calls are ultimately routed throaghireline network. As a result, the traffic from
wireless networks must be connected with switclomgters within wireline networks. We establish iihast efficient method !
connect cell sites to the wireline backbone, whellyemicrowave radio or by landline connectionsr @ngineers are involved
in specifying, provisioning and implementing fixedtwork facilities.

. Ste Development.  Site development experts acquire the rights tlollwireless transmission sites, gain zoning apalev
secure building permits, and manage the deployprecess..

. Installation and Optimization Services. WFI personnel install radio frequency equipmértluding base station electronics .
antennas, and recommend and implement locatiotwaa and capacity changes required to meet theroes's performance
specifications. We also provide installation anitiahoptimization services for all major PCS, cédir and mobile broadband
wireless air interface standards and equipment faaturers.

Network Management and Optimization Servic

Network management services are comprisedst-deployment radio frequency optimization &8 and network operations and
maintenance services.

. Post-Deployment Radio Frequency Optimization.  Upon initial deployment, a network is optimizedprovide wireless service
based upon a set of parameters existing at that sach as cell density, spectrum usage, baserstaté locations and
estimated calling volumes and traffic




patterns. Over time, call volumes or other parameateay change, requiring, for example, the relocatif base stations,
addition of new equipment or the implementatiosystem enhancements. We offer ongoing radio frequeptimization
services to periodically test network elementsettire network for optimal performance and idengigments that need to be
upgraded or replaced.

. Network Operations and Maintenance. For customers with ongoing outsourcing needscaveassume responsibility for day-
to-day operation and maintenance of their wiretetw/orks. The relationship we develop with our cosrs for this type of
outsourcing contract begins with a team of engmeed other professional and support staff alignedeet the customer's
specific needs. We take into account such variaddegrade of service, reliability requirements, gadgraphic layout of the
system in determining the allocation of site maiatgce responsibilities between our service teanttadustomer's own
personnel. We provide staffing to perform the neagsservices for centralized network monitoringtimization services, and
maintenance and repair of critical network elementduding base station equipment, mobile switghienters and network
operating centers.

Customer Value Proposition

Technology and Vendor Independence for both Mobile and Fixed Wireless Operations.  We have experience in all major wireless
technologies, including: CDMA, TDMA, GSM, GPRS, EBGEV-DO, UMTS, iDEN, WiMax and WiFi. The criticelbmponents of our
ability to meet and exceed customer expectatiom®ar broad scope of services, our technical eiseesind our technology and vendor
agnosticism. Such independence allows WFI to dffetustomers the most technologically advanceptablve and appropriate suite of
solutions available based solely on the customeggirements.

Depth and Scale.  Our principal asset is our staff, 91% of whakvdirectly on customer projects. Our technologegbertise and
industry knowledge has enabled us to form strorsgocner relationships with established carriersesudpment vendors. We believe our
expertise in each of the major wireless technokbgighances our ability to customize services ta theeneeds of our customer base.

Proven Methodology.  Our project management process enables usdbone customers' needs without compromising ptajaality.
We have a dedicated staff employed to facilitafieieht feedback of information among the variopse@alized activities involved in the
design and deployment of a network so that ourgetdpams work quickly and effectively. Througtsthoordinated effort, we are able to
continually optimize human resource deployment@eliver the most efficient and effective solutimrstime and within budget.

Turnkey Solutions.  Traditionally, carriers engaged a number ohfiror used internal personnel to build and opehetie wireless
networks. In this case, the carrier was responsilslthe coordination and integration of the vas@ontractors. WFI's turnkey approach
allows the carrier to engage a single responsiatyy @ccountable for delivering and managing thevaek. Through total control of staff and
resources, WFI reduces the time and cost of netdepkoyment, management, and subsequent opergtiaily, WFI's turnkey model
eliminates the need for a carrier or equipment gemal assemble, train and retain network deployraadtmanagement staff, resulting in
reduced cost and schedule efficiencies.

Fixed-Price and Time-Certain Delivery. A significant portion of our WNS services (6&Mring fiscal year 2004) are sold primarily on
a fixed-price, time-certain basis, where our custmpay by project increments according to defiesdlts on a per-unit basis project site (as
defined in the agreement based on milestoneskgr#tian by the hour. By selling our services pritpam a fixed-
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price, time-certain basis, our customers can bdtecast their capital expenditures and operagxuenditures more accurately.
Enterprise Network Services Segment

Our Enterprise Network Services segmentiges system design, deployment, integration, nooimd¢) and support services for enterp
networks. Enterprise networks have been traditlprs@lgregated into systems such as voice, datasa@ontrol, video surveillance,
temperature control and fire alarm. We provide ises/that combine such systems and offer integisidions on an Ethernet-based
platform. We also offer solutions that combine egidata, electronic security and building autormatigstems with fixed or wireless
connectivity solutions. We aim to meet the needsnyfbusiness enterprise by understanding the rafede particular entity, sifting through
the multiple solutions and complex technologiedlatste in the marketplace and designing, deployingnaging and maintaining a cost-
effective and integrated solution that is capalblevolving as the needs of the client change wiittet Our target markets are retail, healthc
education, municipal government and public fae§tiOur commitment to these markets and our prabéity to provide feature-rich, cost-
effective solutions has allowed us to become orteefarger independent integrators for these tgpeystems.

Historically, the largest systems integratgerving such markets have been divisions otfargmpanies that also manufactured
proprietary security and building automation pradués security and building systems evolve froemdtalone products into integrated
systems, the demand for enterprise solutions ssithcse offered by us are expected to increaseurteol 000 companies are increasingly
showing a tendency to select independent "vendaostE" service providers, allowing our independet@become an important
differentiator. As open standards and IP-basedtaathre continue to supplant vendor proprietagt@eols and products in the marketplace,
we believe our independent position will allow ascapture an increasing share of the systems atiegrmarket.

Our Enterprise Network Services segment l@gerages our WiMax and certified WiFi specialiahd registered communications
network designers to customize wired and wireleagions that meet the requirements of even thet smghisticated customer. A typical
enterprise campus environment not only has a laugeber of sub-systems but also a large numberesSuwgith different and varying needs,
and we are able to use both wireless and wirecht#obies to create a network that meets the complgtirements of our customers. For
those clients who also demand the integrationcehised band wireless systems (such as cellulaP@®d within the enterprise network, we
are uniquely equipped and qualified to meet theggayment challenges.

Government Network Services Segment

In January 2004, with the acquisition ofiTechnology Solutions, Inc. ("HTS"), we created Government Network Services
segment, WFI Government Services, Inc. which tqutayides network engineering and infrastructureettgyment, network security,
logistics automation and RFID solutions, systengreering, systems integration, and the outsourofrtgchnical services such as
operational test and evaluation primarily to th& LDepartment of Defense ("DoD").

In August 2004 we acquired Defense Systémes("DSI"). DSI provides a full range of informianal technology and logistics
automation services primarily to federal governnadieints, with a strategic focus on providing enekend total radio frequency identification
("RFID") solutions.

In January 2005, we acquired TLA AssocigtésA"). TLA provides voice, data and convergedrmaunications networks to the U. S.
Department of Defense and federal civilian agencies

Our Government Network Services segmemesathe federal information technology serviceskaawhich includes the design,
development, deployment, integration and managenfesdmmunications and information networks. Acéogdo INPUT, a government
market research firm,




this market is currently in excess of $60 billiomaally and includes not only spending by the Dabdiso by federal civilian agencies. M
importantly for us, preliminary estimates by INPSHow wirelesgelated spending in as much as $43 billion wortgafernment informatic
technology contracts, and industry experts exgectiarket for wireless related spending to growndaster than the overall government
information technology market.

The growth in the government informatiochieology market is being driven by a number ofdegtincluding an overall desire on the
part of the federal government to upgrade commtioicand information systems, the aging of the fabi@orkforce, and an increase in the
use of private sector outsourcing. In addition, keigrowth has been driven and will continue talbeen in large part by DoD information
technology spending which has been increasing theepast two years at an even faster rate thaovidi@ll government information
technology market. World events, political fact@sd changing DoD priorities have resulted not anlghe growth of the overall DoD
budget, but more importantly in the significant\gtb of the DoD information technology budget. Thnel @f the cold war and the emergence
of new enemies and new national security threate baused an increased emphasis on network cesriare, information superiority and
the convergence and interoperability of informatystems. These changes are also bringing a signifincrease in demand for wireless
related technology as the government's nationalrgg@fforts focus more and more on mobility, tdband connectivity, speed, efficiency,
and overall effectiveness of deployment.

Our Government Network Services segmentemasted to leverage our core competencies irsdkiflt are currently in great demand—
wireless radio frequency engineering, Internetgrok engineering, network design, deployment, aadagement, and physical and electr
security systems integration—to capitalize on thmerous contracting opportunities available toiserproviders.

Our Government Network Services segmert faisuses on the homeland security market with petsdand services aimed at providing
first responders to emergency situations with atieew 3D image of the incident site.

ISO Qualification

In November 2002, the domestic portion wf Wireless Network Services Division was awarde@® 19001:2000 certification. This
certification validates that we are among an exetuser of companies that possess well-definediatefjrated quality measures and
comprehensive programs that ensure our servicggavaled according to uniform standards that aresiered best practices within the
industry. In June 2004, we upgraded our ISO cediifon to a TL 9000 certification. TL 9000 is a eétjuality standards specifically tailored
for the telecommunications industry and focusemeasurement of service, accuracy, adherence torsastrequirements and monthly
submission of performance metrics to the Qualitgdfence for Suppliers of Telecommunications ("QUE3orum. We believe that the
addition of the telecommunication-specific quaitandards will further prove that we are dedicawegroviding a quality service to our
clients.

Customers

A representative list of our customersium W/ireless Network Services segment during 20@ides (in alphabetical order) Cingular,
Nextel, 02, Orange, Sprint-Mobile, Telcel, Telefonica, Verizon Wireless anddafone and equipment vendors such as EricssotelNard
Siemens. In our Enterprise Network Services segnoemtcustomers include General Electric, the Tay@enter, and Westfield Shopping
Towns. Customers in our Government Network Servseggnent include the U.S. Air Force, U.S. Army, \N8vy, Missile Defense Agency,
the Department of Homeland Security, and the Udsitf&rn Command.

The Company had sales to one customeirtgtd67.9 million, which comprised 17.1% and anottiestomer totaling $45.6 million,
which comprised 11.5% of the Company's total reesniihe




Company's top five customers accounted for appratéin 48% of our total revenues for the year eridedember 31, 2004. The revenues
generated by these customers were from our Wirdlessork Services segment.

Competition

Our market is competitive, and includesftiierange of service providers. Many of the comiga that we compete against have
significantly greater financial, technical and nmetiiig resources, and generate greater revenuesidiearWFI.

Competition in the Wireless Network Sergitrisiness comes primarily from the internal ergyiimg departments of the wireless carrier
and the service arms of equipment vendors, andessar extent from companies such as Flextrohic§, International, AirCom, Incode,
General Dynamics and Bechtel Corporation. Thesepamias are significant competitors given their @cbfinance capabilities, reputations
and global presence.

Competition in the Enterprise Network Seed segment includes Siemens Building Technolagyasbn Controls, Ingersoll Rand and
Convergent.

Competition in the Government Network Seegi segment includes Northrop Grumman, SAIC, Antaternational, ITT
Industries, Inc., Computer Sciences Corporation|MR Raytheon Corporation, BAE and CACI.

We believe that the principal competitiaetbrs in our ability to win new business includendin and technology expertise, the abilit
deliver results within budget (time and cost), tagion, accountability, staffing flexibility, and@ect management expertise. We believe our
ability to compete also depends on a humber oftimahdil factors including the ability of our custore¢o perform the services themselves,
competitive pricing for similar services

Employees

As of December 31, 2004, we employed agprately 2,500 full-time employees, consultants aodtractors worldwide. None of our
employees, other than our Swedish employees (appataly 13 at December 31, 2004), are representedldbor union, and we have not
experienced any work stoppages.

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 success is dependent on growth in the deploymieof wireless networks and new technology upgradde the extent that such
growth slows, our business may be harmed.

The wireless telecommunications industry hiatorically experienced a dramatic rate of giolath in the United States (U.S.) and
internationally. In recent years, however, mangd¢emmunications carriers have re-evaluated théivar& 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 inteamatily. That trend over recent years has
changed as several large




carriers in the U.S. and Latin America have onarafpcused on network expansion and technologyadss. If the rate of growth slows or
carriers reduce their capital investments in waslefrastructure or fail to expand into new gepbra areas, our business may be signific:
harmed.

The uncertainty associated with rapidlyradiag telecommunications technologies may also thegjg impact the rate of deployment of
wireless networks and the demand for our servibelecommunications service providers face significdallenges in assessing consumer
demand and in acceptance of rapidly changing emtbtetecommunications capabilities. If telecommations service providers perceive
that the rate of acceptance of next generatiogaelenunications products will grow more slowly thameviously expected, they may, as a
result, slow their development of next generaterhhologies. Moreover, increasing price competitmrsubscribers could adversely affect
the profitability of carriers and limit their resmes for network deployment. Any significant suséal slowdown will further reduce the
demand for our services and adversely affect manftial results.

If wireless carriers, enterprises, and the federagjovernment do not outsource their network serviceyur business will suffer.

Our success depends upon the continued bemireless carriers, enterprise customers, badederal government to outsource their
network design, deployment and management neetlss ifrend does not continue and our customers &legperform more network
deployment services themselves, our operatingteeant revenues may decline.

If enterprise customers do not invest in new in-buiding technologies such as wireless local area netvks, our business will suffer.

In 2003, we launched into the enterphased WLAN (Wireless Local Area Networks) markead®y component of the growth strat
for our Enterprise Network Services segment. Wendtto devote significant resources to developimgtiusiness, but we cannot predict that
we will achieve widespread market acceptance amdhgenterprises we identify as potential cust@mi¢iis possible that some enterprises
will determine that their current capital consttaiand other factors outweigh their need for WLANtems. As a result, we may be affected
by a significant delay in the adoption of WLAN biterprises, which would harm our business.

Our failure to obtain new government contracts, thecancellation of government contracts, or a reduatin in federal budget
appropriations involving our services could materidly adversely affect our revenues.

We anticipate that a material portion of fuiure revenues will come from our Governmentiak Services segment. Our revenues
cash flows from our Government Network Servicesvsag may decline if a significant number of our gmument contracts are delayed or
cancelled due to cutbacks in defense, homelandigeou other federal agency budgets or for otlearsons. In addition, our failure to
successfully compete for and retain such governmamntracts could have an adverse effect on ountesgand cash flows. We cannot
guarantee that we—or if we are a subcontractot thieaprime contractor—will win any particular biak, that we will be able to replace
business lost upon expiration or completion of atit.

We anticipate that our Government Netwogkviges segment will also be sensitive to changestional defense and budget priorities.
Demand for our services may decline if conflictshie Middle East and other high risk areas subsid#,U.S. defense budget appropriations
are reduced.
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We are subject to extensive government regulatiomnd our failure or inability to comply with current or future regulations could
subject us to penalties or restrict our ability tooperate our business as we currently do, which calibdversely affect our revenues.

The wireless networks that we design, depltd manage are subject to various regulationgisby the U.S. Federal Communications
Commission ("FCC") and other regulatory bodieshim t).S. and other countries. FCC regulations redhat these networks meet certain
radio frequency emission standards, not creatdawable interference to other services, and in soases accept interference from other
services. These networks are also subject to govarhregulations and requirements of local starelbodlies in Mexico and Brazil and other
foreign countries in which we have business opanatiwhere we are less prominent than local comapetand have less opportunity to
participate in the establishment of regulatory astahdards policies. We are also subject to statdexteral health, safety and environmental
regulations, as well as regulations related tchenedling of and access to classified informatioddifionally, because we conduct business
throughout the U.S.many of our activities are subject to differentstand local regulatory schemes, including thoksive to licensing,
taxes and employment matters, with which we araired to comply. We are subject to routine auditagsure our compliance with these
requirements.

Our failure to comply with these regulagprules and approvals could result in the imposgiof penalties and the loss of our
government contracts and disqualification as a gaS8ernment contractor, which could adversely affer revenues. Additional regulations
may be adopted, including changes in the allocatfcavailable spectrum by the U.S. government ghdragovernments or exclusion of our
technology by a standards body, that may reswtlditional cost to us or restrict our current basmoperations, which could have a harmful
effect on our operating results, liquidity and fical position.

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

We have derived, and believe that we vahtinue to derive, a significant portion of our eeues from a limited number of customers
the extent that any significant client uses lessurfservices or terminates its relationship wshaur revenues could decline significantly. As
a result, the loss of any significant client cosdgiously harm our business. For the year endeérker 31, 2004, we had two customers
which comprised 17.1% and 11.5% of our revenuepeaetively, and our five largest customers accalifdeapproximately 48% of our total
revenues. None of our customers are obligatedichpse additional services from us. As a resudtviilume of work that we perform for a
specific client is likely to vary from period to ped, and a significant client in one period may use our services in a subsequent period.

In the ordinary course of our businesshage at times experienced disagreements with aiogwers regarding the interpretation of
certain terms in our agreements. While we haveticstlly resolved substantially all of these dissgnents in a manner that did not have a
material adverse effect on our company or our eostaelationships, additional disagreements may lsamaterial adverse effect on our
business, results of operations and financial ¢amdi

Our investors and customers may react adversely tilie restatement of our financial statements.

The restatement of our financial statemémtshe fiscal years ended December 31, 2001, 20022003 has resulted in negative
publicity about us and has, and may continue t@hawnegative impact on the market price of ourrmomstock. In addition, the restatement
of our financial statements may cause some of ostoters or potential customers to defer or refirmim purchasing services from us if they
lose confidence in our ability to fulfill our commmients, which could have a harmful effect on owrafing results and financial condition.
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Recent business acquisitions and potential futureusiness acquisitions could be difficult to integra, disrupt our business, dilute
stockholder value and adversely affect our operatig results.

We completed our acquisition of HTS in Jayi2004, Defense Systems, Inc. in August 2004Tal Associates in January 2005. In
addition, we acquired three other businesses i8.200Qr integration of these acquisitions will regusignificant management time and
financial resources because we will need to integisspersed operations with distinct corporatéuces. We also may continue to expand our
operations through business acquisitions over timEebruary 2004, we filed an acquisition sheffiseration statement on Form S-4 that will
enable us to issue up to $200 million shares ohewly issued common stock in one or more acqaisitiansactions. Our failure to properly
integrate businesses we acquire and to manage fatguisitions successfully could seriously harmapmerating results. In addition, these
acquired companies may not perform as well as we&®rd and we may fail to realize anticipated reeercquisitions may cause us to is
common stock that would dilute our current stockleos' ownership and incur costs which may causejoarterly operating results to vary
significantly.

The consolidation of equipment vendors or carriergould adversely impact our business.

Recently, the wireless telecommunicationkstry has been characterized by significant dafeg@mn activity including Cingular's rece
acquisition of AT&T Wireless, both of whom are siigant customers of ours, and the recently annedmuoerger plans between Sprint and
Nextel Communications and between Alltel and WesWireless. The consolidation of carriers couldueathe number of our current
potential customers and increase the bargainingepofwour remaining customers which may adversalyact our business.

If our customers do not receive sufficient financig or fail to pay us for services performed, our busess may be harmed.

A few of our customers rely upon outsideficing to pay the costs of deploying their netwoihese customers may fail to obtain
adequate financing or experience delays in recgifiimrancing and they may choose the services otoummpetitors if our competitors are
willing and able to provide project financing.

In addition, we have historically takenrsfgcant write-offs of our accounts receivable. While the vastarigj of our customers today
tier 1 carriers, large enterprises, or the fedgoakrnment, it is possible that in some instancesnay not receive payment for services we
have already performed. If our customers do nativecadequate financing or if we are required tieaoff significant amounts of our
accounts receivables, then our net income willidechnd our business will be harmed.

We are in highly competitive markets, face competibn from large, well-established competitors with gnificant resources, and may
not be able to compete effectively.

Each of the vertical markets that we cormpets highly competitive. If we fail to competecsessfully against current or future
competitors, our business, financial condition apdrating results may be harmed. We expect corigetit continue and intensify in the
future. We cannot be certain that we will be abledmpete successfully with existing or new compedi

Many of our current competitors have siigaifitly greater financial, technical and marketiagources, generate greater revenues and
have greater name recognition and experience tleatiowThis may place us at a disadvantage in relspgho our competitors' pricing
strategies, technological advances, advertisingpedgns, strategic partnerships and other initiatikie addition, many of our competitors
have well-established relationships with our pagdmiients and have extensive knowledge of ouustd. As a result, our competitors may
be able to respond more quickly to new or emerging
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technologies and changes in customer requiremamiisthey may be able to devote more resourcegtdabelopment, promotion and sale of
their services than we can.

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

Our quarterly operating results have flatéa in the past and will likely fluctuate in thdifre. 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 thdsetéiations. Some of these factors include:

. telecommunications market conditions and econommditions generally;

. the timing and size of network deployments andretdgy upgrades by our carrier customers

. fluctuations in demand for outsourced network smj

. changes in our effective tax rate including changesur judgment as to the necessity of the vatuasillowance recorded

against our deferred tax asset;

. the length of sales cycles;

. the ability of certain customers to sustain capiaburces to pay their trade accounts receivadémbes and required changes
to our allowance for doubtful accounts based orodar assessments of the collectibility of our agus receivable balances;

. reductions in the prices of services offered by@mpetitors;

. our success in bidding on and winning new business;

. changes in the actual and estimated costs anddic@mplete fixed-price, time-certain projects thegty result in revenue

adjustments for contracts where revenue is recegninder the percentage of completion method;

. the timing of expansion into new markets, both dstically and internationally;
. our sales, marketing, and administrative cost sirecand
. costs of integrating businesses that we acquire.

Because our operating results may varyifsigmtly from quarter to quarter, our operatinguks may not meet the expectations of
securities analysts and investors, and our comromk sould 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 keepace with the latest technological changes.

The market for our services is characterizg rapid change and technological improvemerdgufe 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 adaptingttmdiechnologies. As a result, our success wpkdd, in part, on our ability to develop and
market service offerings that respond in a timefnmer to the technological advances of our custenesolving industry standards and
changing client preferences.
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Failure to properly manage projects may result in osts or claims.

Our wireless network engagements oftenlirestarge scale, highly complex projects. The dyailf our performance on such projects
depends in large part upon our ability to manageaétationship with our customers, and to effedyiveanage the project and deploy
appropriate resources, including third-party carttses, and our own personnel, in a timely mannery defects or errors or failure to meet
clients' expectations could result in claims fdosantial damages against us. Our contracts génénait our liability for damages that arise
from negligent acts, error, mistakes or omission®ndering services to our clients. However, wencabe sure that these contractual
provisions will protect us from liability for damag in the event we are sued. In addition, in aeiteitances, we guarantee customers that we
will complete a project by a scheduled date or thatnetwork will achieve certain performance stadd. If the project or network
experiences a performance problem, we may not leet@albecover the additional costs we will incuhigh could exceed revenues realized
from a project. Finally, if we miscalculate thewasces or time we need to complete a project vafiped or fixed fees, our operating results
could be seriously harmed.

Our failure to attract and retain key managerial, technical, selling and marketing personnel could adrsely affect our business.

Our success depends upon our attractingetaching key members of our management teamlddseof any of our key members might
delay or prevent the achievement of our stratebjeatives. Our future performance will be substlhtidependent on our ability to attract,
retain and motivate key members of our manageneamnt.t

We must also continue to hire and retaititaahal highly skilled engineering, managerialsimess development and sales personnel. In
an effort to manage our costs, it is our polichite employees on a project-by-project basis. Ugampletion of an assigned project, the
employees are no longer employed by us until wet étehire them for the next project. Competition $uch highly skilled personnel in our
industry is intense, especially for engineers amjepgt managers, and we can not be certain thatilvbe able to hire or re-hire sufficiently
qualified personnel in adequate numbers to meedé¢n@and for our services. We also believe thasaacess depends to a significant extent
on the ability of our key personnel to operate éffely, both individually and as a group. If weeamable to identify, hire and integrate new
employees in a timely and cost-efficient manner,aperating results will suffer.

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

We can not be certain that we will be dblaire the requisite number of experienced anleskpersonnel 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 pis and the projects are delayed, reduced orriated, we may underutilize the additional
personnel, which would increase our general andradtrative expenses, reduce our earnings andldgdsarm 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 could restrict our ability to hire employees or to utilize employees effectiyel

As of December 31, 2004, approximately @232% of our employees in the United States wereking under H-1B visas. H-1B visas
are a special class of nonimmigrant working vigagjfialified aliens working in specialty occupasipicluding, for example, radio freque!
engineers. The HB program refers to a provision of the United &dmmigration and Nationality Act that allows hligkkilled foreigners t
work in the United States for as long as six ye@rsrent law limits the number
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of foreign workers who may be issued a visa or wtise be provided H-1B status to 65,000 through52@& of March 8, 2005, an additional
20,000 visas will be available to foreign nationat® have obtained US Master's degrees or highexddition, because we are an "H-1B
dependent employer” under the Department of Labgulations, we could face enhanced compliance mempeints and penalties.

Immigration policies are subject to rapichnge, and these policies have become more sttisge® the terrorist attacks on
September 11, 2001. Any additional significant gfemin immigration law or regulations may furthestrict our ability to continue to empl
or to hire new workers on H-1B visas and otherwgstrict our ability to utilize our existing emplegs as we see fit, and, therefore, could
harm our business.

International uncertainties and fluctuations in the value of foreign currencies could harm our profitaility.

We currently have international operatiansluding offices in Brazil, China, Mexico, the lted Kingdom, Sweden and Turkey. For the
year ended December 31, 2004, international ope&tccounted for approximately 25% of our totaéreies. Our international busine
operations are subject to a number of materiakrigicluding, but not limited to:

. difficulties in building and managing foreign optoas;

. regulatory uncertainties in foreign countries, ithg changing regulations and delays in licens@giers to build out their
networks in various locations;

. difficulties in enforcing agreements and collectiegeivables through foreign legal systems andessiing other legal issues;
. longer payment cycles;

. foreign and U.S. taxation issues;

. potential weaknesses in foreign economies, padityuin Europe, South America and Mexico;

. fluctuations in the value of foreign currencies;

. general economic and political conditions in thekats in which we operate; and

. unexpected domestic and international regulatagnemic or political changes.

Our significant international subsidiar{es., Brazil, Mexico and the United Kingdom) proewcertain transactions that are denominated
in U.S. dollars. Downward fluctuations in the vabfdoreign currencies, compared to the U.S. dphizay make our services more expensive
than local service offerings in international ldoas. This would make our service offerings lessgpcompetitive than local service offerings,
which could harm our business. To date, our expeéevith this foreign currency risk has predomihyatelated to the Brazilian Real and
Mexican Peso. In addition, we also conduct busimessitish Pound Sterling, Chinese Renminbi, ElBwjedish Krona and Turkish Lira. We
do not currently engage in currency hedging adtisito limit the risks of currency fluctuations.érbfore, fluctuations in foreign currencies
could have a negative impact on the profitabilityor global operations, which would harm our fingah results.

Future changes in financial accounting standards macause adverse unexpected revenue fluctuations aatfect our reported results
of operations.

A change in accounting standards could laasignificant effect on our reported results aray mven affect our reporting of transactions
completed before the change is effective. In De@rdb04, the Financial Accounting Standards Bossddéd Statement of Accounting
Standards No.123 (revised
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2004) "Share-Based Payment" (SFASNo. 123R), a revision of FASB Statement 128counting for Stock-Based Compensation , which
requires that companies record compensation expeiise statement of operations for employee sttions using the fair value method.
Implementation of this statement as required dutfiegsecond half of our 2005 fiscal year will haveignificant negative effect on our
reported results and may impair our ability to egaity compensation to attract and retain skillecspnnel. New pronouncements and var
interpretations of pronouncements have occurrediagdoccur in the future. Changes to existing rolethe questioning of current practices
may adversely affect our reported financial resoftthe way we conduct our business.

Compliance with changing regulation of corporate geernance and public disclosure may result in additinal expenses.

Changing laws, regulations and standardsimg to corporate governance and public disclesurcluding the Sarbanes-Oxley Act of
2002, newly enacted SEC regulations and Nasdad $tadket rules, are creating uncertainty for comeasuch as ours. We are committed
to maintaining high standards of corporate govetaand public disclosure. As a result, we intenithtest appropriate resources to comply
with evolving standards, and this investment haslted in increased estimated costs of nearly B@libn and may continue to result in
increased general and administrative expenses divegigsion of management time and attention fromeneie-generating activities to
compliance activities.

If our officers, directors and principal stockholders choose to act together, they may be able to exsignificant influence over our
management and operations, acting in their best ierests and not in the best interests of other stobklders.

As of December 31, 2004, our executiveceifs and directors and their affiliates benefigialivned, in the aggregate, approximately
19.7% of our outstanding common stock, after giveffgct to the conversion of Series B Convertiblef&red Stock. In particular, our
Executive Chairman Masood K. Tayebi, beneficiallyned, approximately 9.8% of our outstanding commstmak. The remaining 9.9% is
beneficially owned by certain of our other officarsd directors and their affiliates. In additiother members of the Tayebi family owned,
incrementally and in the aggregate, approximat@ld% of our outstanding common stock. As a regiudt,executive officers, directors and
their affiliates are able to collectively exercggnificant influence over matters requiring stoakler approval, such as the election of
directors and the approval of significant corpoted@sactions. The interests of this group of dto@kers may not always coincide with our
interests or the interests of other stockholderd,they may act in a manner that advances theirfiesests and not necessarily those of other
stockholders. As a result of their actions or iftat our stock price may decline

We may need additional capital in the future to furd the growth of our business, and financing may ndbe available.

We currently anticipate that our availatégital resources and operating income will beiceffit 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 long-term growth of our business. In gaittir, we may experience a negative operating tashdue to billing milestones and
project timelines in certain of our contracts. Waynnaise additional funds through public or privdédt or equity financings if such
financings become available on favorable term&.dbruary 2004 we also filed a universal shelf tegi®n statement on Form S-3. Under
this shelf registration statement, we may selgrie or more public offerings, shares of newly issce@mmon stock or preferred stock,
warrants or debt securities, or any combinatiosuath securities, for proceeds in an aggregate anodwip to $200 million. Such financing
offerings would likely dilute our stockholders' éiyuownership. In addition, we cannot assure yat #ny additional financing we may
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need will be available on terms favorable to usataall. If adequate funds are not available omarteavailable on acceptable terms, we may
not be able to take advantage of unanticipated rdppities, develop new products or otherwise regporcompetitive pressures. In any such
case, our business, operating results or finacoiadiition could be materially adversely affected.

Litigation may harm our business or otherwise distact our management.

Substantial, complex or extended litigatimuld cause us to incur large expenditures artchdisour management. For example, lawsuits
by employees, stockholders or customers could beaogastly and substantially disrupt our businesspbtes from time to time with such
companies or individuals are not uncommon, and amnet assure you that that we will always be ablkesolve such disputes or on terms
favorable to us.

In addition, we and certain of our currantl former officers and directors have been naneéehdants in class action and derivative
lawsuits. While we believe that allegations lackritrend we intend to vigorously defend all clainsserted, we are unable to estimate what
our liability in these matters may be. We may lpuneed to pay judgments or settlements and incpeeges in connection with such matters
in aggregate amounts that could have a materiaradweffect on our business financial conditioaults of operations and cash flows.

Disclosure of trade secrets could aid our competits.

We attempt to protect our trade secretsriigring into confidentiality and intellectual pesty assignment agreements with third parties,
our employees and consultants. However, these mgrgs can be breached and, if they are, there wtdyenan adequate remedy available to
us. In addition, others may independently discaertrade secrets and proprietary information, iarglich cases we could not assert any
trade secret rights against such party. Enforcinlgian that a party illegally obtained and is usmg trade secrets is difficult, expensive and
time consuming, and the outcome is unpredictablaud trade secrets become known we may lose aupetitive position.

Our stock price may be volatile, which may resultn lawsuits against us and our officers and directa.

The stock market in general, and the spades of technology and telecommunications corgsaim 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 iyliteefluctuate in the future. Factors which cotilave a significant impact on the market
price of our common stock include, but are nottidito, the following:

. quarterly variations in operating results;

. announcements of new services by us or our coropstit
. the gain or loss of significant customers;

. changes in analysts' earnings estimates;

. rumors or dissemination of false information;

. pricing pressures;

. impact of litigation;

. short selling of our common stock;

. general conditions in the market;
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. political and/or military events associated withremt worldwide conflicts; an

. events affecting other companies that investorsndsmmparable to us.

Companies that have experienced volafititthe market price of their stock have frequebien the object of securities class action
litigation. We and certain of our current and forrofficers and directors have been named defendamtass action and derivative lawsuits.
These matters, and any other securities classddtgation in which we may be involved, could uétsn substantial costs to us and a
diversion of our management's attention and regsurghich could materially harm our financial cdiwgi and results of operations.

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

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

. authorizing the board of directors to issue pref@istock;

. prohibiting cumulative voting in the election ofeiitors;

. prohibiting stockholder action by written consent;

. establishing advance notice requirements for notioing for election to our board of directors or fuoposing matters that can

be acted on by stockholders at meetings of oukbtiders;

. Section 203 of the Delaware General Corporation,lalich prohibits us from engaging in a businessltioation with an
interested stockholder unless specific conditioesnaet; and

. a number of our executives have agreements withaigntitle them to payments in certain circums¢arfollowing a change
in control.

In addition, on December 16, 2004, we agldt stockholder rights plan ("Rights Plan"). Parguo the Rights Plan, our Board of
Directors declared a dividend distribution of omefprred share purchase right ("Right") on eaclstanting share of our common stock. E
Right will entitle stockholders to buy one one-htedth of a share of newly created Series C PrafeSteck at an exercise price of $54,
subject to adjustment, in the event that the Rightome exercisable. Subject to limited exceptitirssRights will become exercisable if a
person or group acquires 15% or more of our comstack or announces a tender offer for 15% or mbteedcommon stock. If we are
acquired in a merger or other business combinatamsaction which has not been approved by ourdBogDirectors, each Right will entitle
its holder to purchase, at the Rights then-curegptcise price, a number of the acquiring comparoismon shares having a market value at
the time of twice the Rights exercise price. Thaswisions may discourage certain types of transastinvolving an actual or potential
change in control and may limit our stockholdebslity to approve transactions that they deem tanktheir best interests. As a result, these
provisions may depress our stock price.

If we fail to maintain an effective system of intenal controls, we may not be able to accurately repbour financial results or prevent
fraud. Our independent auditors have reported mateial weaknesses in our internal controls that, if wédave not substantially
remedied, could result in material misstatements imur financial statements, cause investors to losenfidence in our reported
financial information and have a negative effect othe trading price of our stock.

As described in Item 9A of this ReportPatcember 31, 2004 a certain matter involving oterimal controls and operations has been
identified as a "material weakness" that, by iteelin combination with other control deficienciessults in a more than remote likelihood
a material
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misstatement in our financial statements will nefdbevented or detected by our employees in thealoarourse of performing their assigned
functions.

As a result of these findings, we have enpénted, and continue to implement, actions toesddthese deficiencies and to enhance the
reliability and effectiveness of our internal caiérand operations. However, we cannot assurehaiutie measures we have taken to date or
any future measures will remediate the materialkwess discussed in Item 9A, or that we will implatgnd maintain adequate controls ¢
our financial processes and reporting in the futGner independent auditors have not evaluated gsares we have taken or plan to take to
address the material weakness described abovdditicm, we cannot assure you that additional nigtareaknesses or significant
deficiencies in our internal controls will not bisebvered in the future.

Any failure to remediate the material weadsidiscussed above or implement required newpmoied controls, or difficulties
encountered in their implementation, could harmaperating results, cause us to fail to meet goonting obligations or result in material
misstatements in our financial statements. Infaritarnal controls could also cause investors $e lconfidence in our reported financial
information, which could have a negative effectlos trading price of our stock. Moreover, we wil kequired to expend significant resou
to design, implement and maintain a system of ir@lecontrols that is adequate to satisfy our repgmbligations as a public company.

We may be unable to complete the attestation procgsequired by Sarbanes 404, or we or our auditors ay identify significant
deficiencies or material weaknesses in our internalontrols.

Pursuant to Section 404 of the SarbanesyOktt of 2002 and the rules thereunder ("Sarbd@ds), we are required to furnish a report
of our management's assessment of the effectiveriess internal control over financial reportingdaour auditors are required to provide an
audit report on management's assessment and eff¢iséveness of our internal control over finahceporting. We have omitted the internal
control report and related audit report from thim&al Report on Form 10-K in reliance on the SEB@gember 30, 2004 exemptive order,
which grants certain smaller accelerated fileradditional 45 days in which to furnish the interoahtrol report and related attestation ref.
We have prepared an internal plan of action forglance, and we are in the process of assessingtaunal controls to provide the basis for
our internal control report. We expect to be abléutnish the internal control report and relatediareport within the required 45-day period.
As a result of the material weakness discussetdim 9A of this Annual Report, our report will indie a description of the material weakness
and a conclusion that our internal controls wesdfective as of December 31, 2004. In addition, aggement expects that the audit report of
our Independent Registered Public Accounting Firthagntain an opinion that our internal controleng ineffective as a result of the
material weakness discussed above. Our intern&lataaport or the related audit report required3aybanes 404 may identify additional
significant deficiencies or material weaknessesuninternal controls, either of which could havmaterial adverse effect on our business.

Item 2. Properties

Our principal executive offices are locatedpproximately 93,000 square feet of office gpamcSan Diego, California. The lease for
such space expires in April 2010. Other corporaseurce offices are located in the following lomasi: Marietta, Georgia; Wilmington,
Delaware; Houston, Texas; Reston, Virginia; Sad&®&razil; Mexico City, Mexico; Stockholm, Sweddmndon, U.K. and Beijing, China.
The Company also leases office space to suppomesing and design and deployment services irouaniegions throughout the United
States. The leases on these spaces expire atyvérnms through February 2015. We continually eatwur current and future space capi
in relation to current and projected future staffiavels. We believe that our existing facilitiee auitable and adequate to meet our current
business requirements.
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Item 3. Legal Proceedings

In June and July 2001, the Company andicedf its directors and officers were named agmulgénts in five purported class action
complaints filed in the United States District Ciofiar the Southern District of New York on behalfpersons and entities who acquired the
Company's common stock at various times on or &ftetrember 4, 1999. The respective complaints allbgethe 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 afigg underwriters had (a) solicited and receivetitahal and excessive compensation and
benefits from their customers beyond what wasdigtehe registration statement and prospectugqlanentered into tie-in or other
arrangements with certain of their customers whiehe allegedly designed to maintain, distort andiffate the market price of the
Company's common stock in the aftermarket. The ¢aimis seek unspecified monetary damages and wghief. This case is among the over
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 signed Stifioths and Orders of Dismissal, which dismisseddbmpany's named individual officers and
directors from the action, without prejudice, bt Company remained a defendant in the case. Qud&ghl9, 2003, the court issued its
decision on the joint motion to dismiss the IPCdieiing cases. The decision: (a) allowed the pfértid pursue their claim against the
Company based on its alleged issuance of a refiistrstatement and prospectus that failed to disckofraudulent scheme by the offering's
underwriters and (b) dismissed, with leave to amémalplaintiffs' claim against the Company basedt®alleged knowledge and intent to
defraud investors so as to benefit from an inflgggde for the Company's common stock in the afteket. The plaintiffs, the Directors &
Officers' insurance underwriters and the Compamgray other issuer co-defendants, have agreednniplé to a form of settlement that
would dismiss the Company and its individual dioestand officers from the litigation without reqag that the Company fund the settlem
The settlement documents are presently being dredied will be submitted to the court for appromate they have been finalized. The
Company believes this litigation is without metitdaintends to vigorously defend itself againsslitpuld the lawsuit be re-filed. It is
impossible at this time to assess whether or reobthicome of these proceedings will or will not @@amaterial adverse effect on the
Company. We have not recorded any accrual for sirgnt liability associated with this legal prode® based on our belief that a liability,
while possible, is not probable and any range ¢émital future charge cannot be reasonably estuinatéhis time. On March 10, 2005, the
court signed an order certifying the proposed attint classes and the tentative proposed settlemasrapproved contingent on changes
required in the order. The final settlement is etpe to occur in the first half of 2005. The compdoes not expect the settlement to have a
material impact on its operations or cash flow.

In August 2004, as a result of the Commaghouncement on August 4, 2004 that it intendeddtate its financial statements for the
fiscal years ended December 31, 2000, 2001, 2002603, the Company and certain of its currentfanaer officers and directors were
named as defendantsi&fendants ™) in several securities class action lawsuitsfile the United States District Court for the Sauth
District of California. These actions were filed lbb@half of those who purchased, or otherwise aequithe Company's common stock
between April 26, 2000 and August 4, 2004. The latsgenerally allege that, during that time peribdfendants made false and misleading
statements to the investing public about the Coyipdsusiness and financial results, causing itsksto trade at artificially inflated levels.
Based on these allegations, the lawsuits allegetbfendants violated the Securities Exchange A&884, and the plaintiffs seek unspeci
damages. These actions have been consolidated gitgle action imn re Wireless Facilities, Inc. Securities Litigation ,
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Master File No. 04CV1589AH. The plaintiffs filed a consolidated complagmt January 31, 2005. The Company filed a motiatigmiss thi
consolidated complaint on March 17, 2005. The Ingagliate for the motion to dismiss is currentlyfeetlune 16, 2005 before the Federal
District Court. The Company believes that the atems lack merit and intend to vigorously defefictlaims asserted. It is impossible at this
time to assess whether or not the outcome of thesreedings will or will not have a material adweedfect on the Company. We have not
recorded any accrual for a contingent liabilityasated with this legal proceeding based on oueb#at a liability, while possible, is not
probable and any range of potential future chaegmot be reasonably estimated at this time.

Two derivative lawsuits have been filedhie United States District Court for the Southerstiirt of California against certain of the
Company's current and former officers and directeedicini v. Wireless Facilities, Inc., Case No. 04CV1663oth v. Wireless
Facilities, Inc., Case No. 04CV1810. These actions have been coasadidhto a single action im re. Wireless Facilities, Inc. Derivative
Litigation , Lead Case No 04CV1663-JAH. The factual allegatiorthese lawsuits are substantially similar twsthin the class action
lawsuits, but the plaintiffs in these lawsuits asskims for breach of fiduciary duty, unjust erfminent and violations of California's insider
trading laws. The plaintiffs in these lawsuits seekpecified damages and equitable and/or injuactlief. The lead plaintiff filed a
consolidated complaint on March 21, 2005. It is@sgible at this time to assess whether or not tih@ome of these proceedings will or will
not have a material adverse effect on the Compateyhave not recorded any accrual for a contingahtility associated with this legal
proceeding based on our belief that a liabilityjlevpossible, is not probable and any range ofmit@kfuture charge cannot be reasonably
estimated at this time.

In August and September 2004, two virtuallntical derivative lawsuits were filed in Califda Superior Court for San Diego County
against certain of the Company's current and fowffarers and directors. These actions containu@cillegations similar to those of the
federal lawsuits, but the plaintiffs in these caagsert claims for violations of California’s insidrading laws, breaches of fiduciary duty,
abuse of control, gross mismanagement, waste pbcate assets and unjust enrichment. The plaintiffisese actions seek unspecified
damages, equitable and/or injunctive relief andaligement of all profits, benefits and other congagion obtained by defendants. These
lawsuits have been consolidated into one actiortlaagblaintiffs filed a Consolidated Shareholderiizetive Complaint on October 14, 2004
In re. Wireless Facilities, Inc. Derivative Litigation, California Superior Court, San Diego County, Lead Case No. GIC 834253. This action
was stayed by the Superior Court on February 28520 is impossible at this time to assess whetherot the outcome of these proceedings
will or will not have a material adverse effecttthe Company. We have not recorded any accrual éonéingent liability associated with this
legal proceeding based on our belief that a lighilivhile possible, is not probable and any ranfgeotential future charge cannot be
reasonably estimated at this time.

In addition to the foregoing matters, frime to time, the Company may become involved irous lawsuits and legal proceedings that
arise in the ordinary course of business. Howditgation is subject to inherent uncertaintiesg am adverse result in these or other matters
may arise from time to time that may harm the Camyfsabusiness. The Company is currently not awbegy such legal proceedings or
claims that we believe will have, individually or the aggregate, a material adverse affect oninéss, financial condition or operating
results.

Item 4. Submission of Matters to a Vote of Security Holders
None.
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PART II
Item 5. Market for Registrant's Common Equity, Related Skiwlder Matters and Issuer Purchases of Equity Seities
Market Information
Our Common Stock is listed on the NASDAQibizal Market System, under the symbol "WFII" ara$ ttraded since November 5, 1¢

The following table sets forth the high dod sales prices for our Common Stock for the gusiindicated, 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 $ 1000 $ 6.8t

Third Quartel $ 9.74 $ 4.61

Second Quarte $ 118 $ 8.5¢

First Quartel $ 184/ $ 10.41
Year Ended December 31, 20t

Fourth Quarte $ 186( $ 11.1¢4

Third Quartel $ 156( $ 11.01

Second Quarte $ 1214 $ 5.74

First Quartel $ 7.06 $ 5.01

On March 1, 2005, the last sale price af@ommon Stock as reported by NASDAQ was $7.11spare. On March 1, 2005, there were
311 shareholders of record of our Common Stock.

We have not declared any cash dividendsdiecoming a public company. We currently intencetain any future earnings to finance
the growth and development of the business ancefitre, do not anticipate paying any cash dividendbe foreseeable 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 reldaaturs as determined by our Board of
Directors.

On December 16, 2004, we adopted a stodkhoights plan ("Rights Plan"). Pursuant to thgh®s Plan, our Board of Directors decls

a dividend distribution of one preferred share pase right ("Right") on each outstanding shareunfommmon stock. Each Right will entitle
stockholders to buy one one-hundredth of a shanewfy created Series C Preferred Stock at an eseepeice of $54, subject to adjustment,
in the event that the Rights become exercisablejeButo limited exceptions, the Rights will becomercisable if a person or group acquires
15% or more of our common stock or announces atewitier for 15% or more of the common stock. If are acquired in a merger or other
business combination transaction which has not beproved by our Board of Directors, each Right evititle its holder to purchase, at the
Rights then-current exercise price, a number ofitguiring company's common shares having a magieé at the time of twice the Rights
exercise price.
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Securities Authorized for Issuance Under Equity Corpensation Plans

Information about our equity compensatitanp as of December 31, 2004 was as follows:

Number of Securities

to be Issued Upon Weighted Average
Exercise of Exercise Price of Number of Securities
Outstanding Options, Outstanding Options, Remaining Available
Plan Category Warrants and Rights Warrants and Rights for Future Issuance
Equity Compensation Plans Approved by
Shareholders(1 10,218,337 $ 9.7: 1,280,42(3)
Equity Compensation Plans Not Approved
Shareholders(z 2,620,35 $ 7.0C 1,091,78
12,838,72 2,372,20.
| 1

Q) Includes 1997 Stock Option Plan, 1999 Equity IneenPlan and 1999 Employee Stock Purchase Plans
2 Includes 2000 Non-Statutory Stock Option Plan

3) Includes 844,101 shares reserved for issuance tmel&mployee Stock Purchase Plan
For more detailed information regarding equity compensation plans, see Note 10 to ourdiolaged financial statements.
Item 6. Selected Financial Data

The following selected consolidated finahciata should be read in conjunction with our otidated financial statements and related
notes thereto and with "Management's Discussionfaradysis of Financial Condition and Results of @tions" which are incorporated in
Item 7 or included elsewhere in this Annual Reporf-orm 10-K. The selected financial data as offanthe years ended December 31,
2001, 2002 and 2003, has been restated. Detafleariation regarding these restatements is disclosdbbte 1 to our consolidated financial
statements filed in Amendment No. 1 on Form 10-kdAur annual report on Form 10-K for the year éhbBecember 31, 2003. Our
historical results are not necessarily indicatiffegerating results to be expected in the future.

Year Ended December 31,

2000 2001 2002 2003 2004

(All amounts except per share data in millions)

Consolidated Statements of Operati
Financial Data

Revenue: $ 24671 $ 1927 $ 189z $ 255¢ $  397.(
Gross profit $ 106¢ $ 52¢ $ 445 % 69.2 $ 84.C
Operating income (los: $ 422 $ (765 $ (479 % 8€ $ 7.1
Provision (benefit) for income tax $ 19¢ $ (18.0 $ 101 $ 03 % (2.7
Income (loss) from continuing operations before olative
effect of change in accounting princij $ 224 $ (66.2) $ (56.2 $ 10z $ 7.4
Income (loss) from continuing operations per comrsioare
before cumulative effect of change in accountiriggiple
Basic $ 05/ $ (149 $ (117 $ 0.1¢ $ 0.11
Diluted $ 04/ $ (14H $ (117 3 014 $ 0.1C
Weighted average shart
Basic 41.¢ 45.¢ 48.1 53.4 67.7
Diluted 50.t 45.¢ 48.1 73.2 75.¢
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As of December 31,

2000 2001 2002 2003 2004

(All amounts in millions)

Consolidated Balance Sheets D:

Cash and cash equivalel $ 18t % 61.1 $ 99.1 $ 79.1 % 54.4
Shor-term investment $ — 3 — $ — 3 351 $ 7.€
Working capital $ 93¢t $ 85z $ 118<4 $ 1464 $ 98.7
Total asset $ 292f $ 264<¢ $ 217.C $ 278¢ $ 330.%
Total debt $ 377 % 421 % 2¢ % 07 $ 0.2
Total stockholders' equif $ 189.5 $ 178t $ 1537 $ 205 $ 220.7

Item 7. Management's Discussion and Analysis of Financiab@dition and Results of Operations ("MD&A")
Overview

We are an independent provider of outsaliomegnmunications and security systems engineendgraegration services for the wireless
communications industry through our Wireless Netw®ervices division ("WNS"), the U.S. governmenbtigh our Government Network
Services division ("GNS"), and enterprise custontiersugh our Enterprise Network Services divisidiNS"). The principal services we
provide include, but are not limited to, the desideployment, integration, and the overall managgraécommunications, information
technology, and security networks. Our work forwieeless communications industry primarily invaveadio frequency engineering, site
development, project management and the instaflatioadio equipment networks. We also provide mekimanagement services, which
involve day-to-day optimization and maintenancevivéless networks. Our work for the federal goveemtrprimarily involves network
engineering and infrastructure development, netvgedurity, logistics automation and RFID solutiassstems engineering, systems
integration, and the outsourcing of technical smsisuch as operational test and evaluation. Otk feoenterprise customers primarily
involves the design, deployment, and integratiomadfe, data, security and other in-building systeand is focused on opportunities to
provide converged IP and wireless networks to Fartll000 companies, public facilities, and munidijee.

Wireless network services contracts ammarily fixed price contracts whereby revenue ioggtzed using the percentage-of-completion
method of accounting under the provisions of Statgmof Position (SOP) 81-1, "Accounting for Perfame of Construction Type and
Certain Production Type Contracts." For contraffisred on a time and expense basis, we recogrnanues as services are performed. We
typically charge a fixed monthly fee for ongoingli@frequency optimization and network operationd maintenance services. With respect
to these services, we recognize revenue as seaegeerformed. Our government network servicefbas with the U.S. government and
prime contractors is generally performed under peistbursable, fixed price or time and materialstracts. Cost reimbursable contracts for
the government provide for reimbursement of cokts fhe payment of a fee. Some cost-reimbursabigacts include incentive fees that are
awarded based on performance on the contract. Uixéerprice contracts, we agree to perform certain worlaffixed price. Under time a1
materials contracts, we are reimbursed for labardiat negotiated hourly billing rates and reimbdrfor travel and other direct expenses at
actual costs plus applied general and administaipenses.

Cost of revenues includes direct compeosaliving, travel and benefit expenses for projetated personnel, payments to third-party
sub-contractors, project-related incentive compmsdased upon the successful achievement oficgataject performance goals, allocation
of corporate overhead costs of expendable compufeware and equipment, and other direct projdetied expenses. Direct compensation
and benefits are computed based on standard cabtEciual hours billed. We review and adjust tretaadard costs periodically to ensure
they are comparable to actual costs.
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Selling, general and administrative expsnselude compensation and benefits for corporateice employees and similar costs for
billable employees whose time and expenses camnassigned to a project (underutilization costg)eadable computer software and
equipment, facilities expenses and other operatipgnses not directly related and/or allocateda@epts. General and administrative costs
include all corporate and administrative functitimst support existing operations and provide irftassure to facilitate our future growth.
Additionally, our sales personnel and senior caafmexecutives have, as part of their compensptgckages, periodic and annual
bonus/commission incentives based on the attainofesgecified performance goals.

In 2004, we reorganized our operating segst® reflect our current operations and stratdgiction. Our three operating segments,
effective January 1, 2004, are our WNS segmenbfapassing business consulting, design and deplayseevices and network
management services), our ENS segment, and ourseii8ent.

Management currently considers the follapévents, trends and uncertainties to be impottanhderstanding its financial condition ¢
operating performance:

. Capital spending by wireless carriers on improvetivork coverage, quality, and capacity domesticalfigl internationally
continued to increase resulting in a growth inwireless network services business. We expectriisl to continue
throughout 2005. Our response to this trend iotdioue demonstrating our ability to provide quatiirnkey network
deployment services and present the benefits abtipaal outsourcing. We expect these recent pesitends in the industry
to contribute to ongoing improved financial perfamae.

. In the EMEA region, where revenues grew 151% to$&dillion, for the year ended December 31, 200%gared to the year
ended December 31, 2003, the initial roll out of iB&@works by certain customers has made our Eunopgerations the fastest
growing in the company.

. Our Latin America operations continued to exper@gsignificant growth resulting from certain largentracts awarded to us in
2003 and 2004. We recently received a follomveontract from these same customers and as laegpect continued growth
2005 in our overall international operations basedgrojected subscriber growth and continued mptae¢ competition.

. We also believe our Enterprise Network Servicesrsad will continue to be a driver for growth. Wentinue to be optimistic
about the opportunity to integrate wireless tecbgplinto enterprise networks, especially physical alectronic security
systems and voice and data networks.

. Our Government Network Services segment was créat2d04 with the acquisition of High Technologyl@mns, Inc.
("HTS") in January 2004 and Defense Systems, XSK") in August 2004. We also acquired TLA Assdemin
January 2005. Our goal is to build and expand astamer relationships within the Departments ofdbeé and Homeland
Security in order to take advantage of the sigaiftcopportunities for companies with substantiglegiise in designing and
deploying communication networks and in integratiiggless technology.

. Our tax provision for the year ended December 8D42vas a benefit of $2.7 million, or an effectbenefit rate of 57%, on
income from continuing operations of $4.7 millidrhe provision was impacted by the $3.1 million exttff of our investment
in a privately held company in the second quart@004, the $12.4 million charge for earn-out cdesation in the third
quarter of 2004, and the release of certain valnallowance accounts related to the Company'sreefféax assets in the
fourth quarter of 2004. Due to the expected capited treatment of the investment impairment ittmwhich the Company
does not expect any capital transaction in thestable future to offset these expected capitaéBso tax benefit could be
recognized. Further, due to the contingent acdgaiisitonsideration being classified as
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a capital transaction for tax purposes, no tax fiiec@uld be recognized. The change in the valuasibowance on the deferred
tax asset was primarily due to the Company's referd of its projected forecasts of taxable income the associated tax rate
forecasts for 2005, the estimated timing of reMesttéemporary differences, and the current yeaization of net operating
losses.

On February 17, 2005, we published ourrfaia results for the year ended December 31, 20@tigh a press release and the filing of a
Current Report on Form 8-K. Subsequent to that datkprior to the date of filing this Annual Report Form 10-K, a deficiency in our
internal control over financial reporting was idéatl as a material weakness. The material weakretated to the ineffective operation of a
monitoring control over period-ending closing joakentries, which resulted in adjustments to redheeoverstatement of an accrued liability
related to income taxes. The adjustments resuftedr€duction to income taxes payable and a reltedied liability in the aggregate amount
of $1 million, with a corresponding $1 million rection to income tax expense, compared to the ansaepbrted in our press release and
Current Report on Form 8-K on February 17, 200% fEsulting difference in net income from the poergly reported amount was a $1
million increase, or $0.02 per share of positivpatt. The resulting change did not have any impaaiur cash flows and did not result in
any change in the non-GAAP operating results pteskin our press release and Current Report on Belkm

Critical Accounting Principles and Estimates

We have identified the following criticat@unting policies that affect our more significardgments 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 Ameecaiires us to make estimates and judgments tfeatt difie reported amounts of assets and
liabilities, stockholders' equity, revenues andexges, and related disclosures of contingent assdtkabilities. On a periodic basis, as
deemed necessary, we evaluate our estimates, ingltitbse related to revenue recognition, allowdnceloubtful accounts, valuation of
long-lived assets including identifiable intangiblnd goodwill, accounting for income taxes inahgdihe related valuation allowance on the
deferred tax asset, accruals for partial self-iasoe, contingencies and litigation and contingegugsition consideration. We explain these
accounting policies in the notes to the consoldéitgancial statements and at relevant sectiotisisndiscussion and analysis. These estin
are based on the information that is currentlylalséé and on various other assumptions that aievsal to be reasonable under the
circumstances. Actual results could vary from thestimates under different assumptions or condition

Revenuerecognition.  We derive a significant percentage of our rexefiom long-term contracts and account for thesgracts under
the provisions of Statement of Position 81-1, "Aauiing for Performance of Construction-Type andt&@arProduction-Type Contracts."
Revenue on time and materials contracts is recedras services are rendered at contracted lalesr phts material and other direct costs
incurred. The portion of our revenue derived fraxed price contracts accounted for approximateBo&8 our revenues for the year ended
December 31, 2004. Revenue on fixed price contgenerally is recognized using the percentage-ofgtetion method based on the ratio of
total costs incurred to date compared to estimiatiad costs to complete the contract, which the Gamy believes is the best measure of
progress toward completion. Estimates of cost®toptete include material, direct labor, overhead] allowable general and administrative
expenses for our government contracts. These stistates are reviewed and, if necessary, revisathtyoon a contract-bgontract basis. |
as a result of this review, we determine that a wsa contract is probable, then the full amodietstimated loss is charged to operations in
the period it is determined that it is probablesslwill be realized from the full performance lod tontract. Significant management
judgments and estimates, including but not limieethe estimated costs to complete projects, maishdéde and used in connection with
revenue recognized in any accounting period.
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The revenue we recognize in a given reporting plediepends on: (1) the costs we have incurred thvittual projects; (2) our then current
estimate of the total remaining costs to completi&vidual projects; and (3) the current estimatedtiact value associated with the projects.
In our wireless network services business, thenastid contract value and costs are impacted bgstimated number and mix of site types
that we may be assigned. If, in any period, wedase or decrease our estimate of the total costanplete a project, and/or reduce or
increase the associated estimated contract vauenue for that period would be impacted. As altesur gross margin in such period and in
future periods may be affected. To the extent dbatestimates fluctuate over time or differ frontuat results, gross margins in subsequent
periods may vary significantly from our estimatetaterial differences may result in the amount amdng of our revenue for any period if
management made different judgments or utilizefédbiht estimates.

A cancellation, schedule delay or modifimatof a fixed price contract which is accounteddeing the percentage-of-completion
method, may adversely affect our gross margingif®period in which the contract is modified, deldyr cancelled. Under certain
circumstances, a cancellation or negative modificatould result in us having to reverse revenag We recognized in a prior period, thus
significantly reducing the amount of revenues wagmize for the period in which the adjustment &dex Correspondingly, a positive
modification may positively affect our gross magiin addition, a schedule delay or modificatioas pesult in an increase in estimated cost
to complete the project, which would also resulaimimpact to our gross margin.

In addition, many of our contracts includéestone billings. If a contract is terminatedfahe scope of a contract changes prior to a
milestone billing, the amount of revenue we recegmay change, based upon the specific terminatéarses of the contract, which would
affect our revenue and gross margin in the peroghich the contract is terminated or the scopshanged.

During the reporting periods contained hreree did experience revenue and margin adjustsnamtcertain projects based on the
aforementioned factors.

Allowance for (reversal of allowance for) doubtful accounts. We maintain an allowance for doubtful accodatsestimated losses
resulting from the potential inability of certainstomers to make required future payments on amalug to us. Management determines the
adequacy of this allowance by periodically evalugtihe aging and past due nature of individualarast accounts receivable balances and
considering the customer's current financial situehs well as the existing industry economic ctiods and other relevant factors that would
be useful towards assessing the risk of colledbilf the future financial condition of our custers were to deteriorate, resulting in their
inability to make specific required payments, addi to the allowance for doubtful accounts maydspiired. In addition, if the financial
condition of our customers improves and collectiohamounts outstanding commence or are reasoaablyred, then we may reverse
previously established allowances for doubtful acts. Changes to estimates of contract value amrded as adjustments to revenue and not
as a component of the allowance for doubtful actoun

Valuation of long-lived assets including intangible assets and goodwill.  We recorded goodwill and finite-life intangitdesets resulting
from the recently and previously completed acqioisg. Management assesses the impairment of igdnéffinite-life intangibles, long-lived
assets and related goodwill whenever events orgasaim circumstances indicate that the carryingevatay not be recoverable, but at a
minimum on an annual basis. Factors we considevaek which could trigger an accelerated impairmewiew include, but are not limited
to, the following:

. significant underperformance relative to historicaprojected future operating results;

. significant changes in the manner of our use ofitwired assets or the strategy for our overaliness;
. significant negative industry or economic trends;

. significant decline in our stock price for a suséal period; and
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. our market capitalization relative to net book ea

When we determine that the carrying valumtangibles, long-lived assets and related gotidnay not be recoverable based upon the
existence of one or more of the above indicatoismpiirment, we measure any impairment based sutigty on a projected discounted
future cash flow method using a discount rate deitezd by our management to be commensurate witligkénherent in our current
business model combined with other readily avaélaid other relevant information. Net intangibleeds, long-lived assets (including
investments in unconsolidated affiliates), and gaddvas $104.5 million as of December 31, 2004.8Aesult of our acquisition of TLA
Associates ("TLA") in the first quarter of 2005, wstimate the total amount of our net intangibkets long-lived assets and goodwill will
increase by approximately $28.1 million. We havgasyed an independent valuation expert to perfomaduation analysis of our acquisition
of TLA. We anticipate that this analysis will bengplete by the end of the first quarter of 2005.

On January 1, 2002, Statement of Finagabunting Standards (SFAS) No. 142 became effecind as a result, we ceased
amortization of all goodwill and indefinite livedtangible assets. Through December 31, 2001, gdlosas amortized on a straighihe basi:
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 intangildesets 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 1,20Me fair value for each reporting unit was deieed using a discounted cash flow
valuation analysis. The carrying values of eacloriipg unit were determined by specifically ideyitifg and allocating the assets and
liabilities of the Company to each reporting urasbd on headcount, relative revenues or costsher methods as deemed appropriate by
management. The estimated fair values exceedezhthging values for each reporting unit, exceptdoe reporting unit in our design and
deployment segment which had indications requinmeasurement of impairment. Consequently, a $16llbmcharge was recorded as of
January 1, 2002 as a cumulative effect of a chamgecounting principle.

During the fourth quarters of 2003 and 2004 evaluated the carrying value of all relateddyuill for impairment in accordance with
SFAS No. 142. Upon completion of step one of theuahimpairment tests, no indication of impairmenass present at the evaluation dates of
December 31, 2003 and 2004.

Accounting for income taxes and tax contingencies.  As part of the process of preparing our constddd financial statements we are
required to estimate our provision for income takesach of the tax jurisdictions in which we contnusiness. This process involves
estimating our actual current tax expense in catjan with the evaluation and measurement of temgodifferences resulting from differir
treatment of certain items for tax and accountingppses. These temporary differences result irst@blishment of deferred tax assets and
liabilities, which are recorded on a net basis iactiided in our consolidated balance sheet. We #issess, on a periodic basis, the probability
that our net deferred tax assets will be recovaeed result of taking future deductions againstréitaxable income. To the extent we believe
it is more likely than not that we will not recovitie deferred tax assets, a valuation allowanestablished to mitigate such risk resulting in
an additional related provision for income taxesgrdythe period. If we are required to further i&se the valuation allowance in the future, it
could have an adverse impact on our results ofatioss.

Significant management judgment is requinedetermining our provision for income taxes, daferred tax assets and liabilities, tax
contingencies and any required valuation allowamuding taking into consideration the probailiff the tax contingencies being incurr
Management assesses this probability based upamrkiax cases, and information provided to us bytawmadvisors and our legal advisors.
If at a later time our assessment of the probgtolithese tax contingencies
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changes, our accrual for such tax uncertaintiesimagase or decrease. We have recorded a valudtmmance of $28.1 million as of
December 31, 2004, which was a reduction of $2IBomifrom the December 31, 2003 balance of $30ilian, due to management's overall
assessment of risks and uncertainties relatedrtéuture ability to realize and, hence, utilizete@r deferred tax assets, primarily consistin
certain net operating losses, carry forward temmyaddferences and future tax deductions resulfiogn certain types of stock option
exercises, before they expire. The assessed adegtiaar valuation allowance is based on our curestimates of combined future adjusted
taxable income by each tax jurisdiction in which eperate and the period over which our deferrechémets will be recoverable, including
expected reversal of temporary differences. Inetrent that actual results differ from these estimatr we adversely adjust these estimates in
future periods, our financial position and resolt®perations could be materially impacted. Needefd tax assets as of December 31, 2004
were $20.1 million, which is comprised of defertas assets of $60.4 million, a current valuatidove&nce of $28.1 million and a deferred
tax liability of $12.2 million. For U.S. purposdbe Company is in a cumulative book profit positaanof December 31, 2004, and
consideration is given to future taxable incomenaly 2005 projected income, in evaluating the recalility of its U.S. deferred tax assets
and the corresponding valuation allowance placetherassets. Unlike the Company's U.S. positisripiteign operations are in a cumulative
book loss position. Therefore, pursuant to the igious of SFAS No. 109, "Accounting for Income TaxXdimited consideration is given to
the Company's future foreign income in determirtimg recoverability of its foreign deferred tax dssnd the related valuation allowance.
Accordingly, management believes the current vaduaillowance on deferred tax assets is sufficik properly stated at December 31,
2004.

The 2005 effective tax rate for annual amerim reporting periods could be impacted if veliave the resolution of certain tax items
that are reserved for at December 31, 2004. Findilying 2005, if our valuation allowance as of Beber 31, 2004 is impacted by a change
in judgment regarding the realization of deferr@dassets beyond December 31, 2005, such effddiewibcognized in the interim period in
which the change occurs.

Accrual for partial self-insurance.  We maintain an accrual for our health and wrlk®mpensation partial self-insurance, which is a
component of total accrued expenses in the coradelidbalance sheets. Management determines theaayeof these accruals based on a
monthly evaluation of our historical experience amads related to both medical and workers congt@rsclaims and payments,
information provided to us by our insurance brokedustry experience and the average lag periathich claims are paid. If such
information indicates that our accruals requirauatipent, we will, correspondingly, revise the agstioms utilized in our methodologies and
reduce or provide for additional accruals as deeapgulopriate. As of December 31, 2004, the acdaradur partial self-insurance programs
approximated $2.3 million. We also carry stop-lmssirance that provides coverage limiting our tetgdosure related to each medical and
workers compensation claim incurred, as definetthénapplicable insurance policies. The medicalaarkers compensation annual claim
limits are $175,000 and $350,000, respectively.tReryear ending December 31, 2004, we experied@taims that exceeded the limits for
medical and no claims that exceeded the limitsvMorkers compensation.

Contingencies and litigation.  We are currently involved in certain legal predings. We estimate the range of liability related
pending litigation where the amount and range s§ loan be estimated. We record our estimate afsawben the loss is considered probable
and estimable. Where a liability is probable areté¢his a range of estimated loss, and no amouhtinange is more likely than any other
number in the range, we record the minimum estichiaility related to the claim in accordance w8RAS No. 5, "Accounting for
Contingencies". As additional information becomesilable, we assess the potential liability relatedur pending litigation and revise our
estimates. Revisions in our estimates of poteligibility could materially impact our results of etions. See Item 3 "Legal Proceedings" for
additional information.
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Contingent Acquisition Consideration.  From time to time, in connection with businasguisitions, we agree to make additional future
payments to sellers contingent upon achievemespedific performance-based milestones by the aeduntities. Pursuant to the provisions
of SFAS No. 141, such amounts are accrued, andftrer recorded by us as liabilities when the cagihcy is determinable beyond a
reasonable doubt and, hence, the additional cardide becomes payable. The timing of recognitibthe liabilities and associated expenses
for future year contingent payments for certainuagitjons the Company made in 2003 was acceleint&gptember 2004 when two of the
earn-out agreements were modified to remove coatis@mployment as a condition to receiving the gays The removal of this provision
was accounted for as a vesting of the Companyigailin under the agreement. Accordingly, the Camypacorded a charge of
$12.4 million in the third quarter of 2004 for fuéuearn-out consideration for certain shareholdétkese two companies. At December 31,
2004, the contingent consideration accrual of $idildlon consists of the estimated liability of $22million based on actual 2004
performance and estimated 2005 and 2006 perfornfantiee ENS selling shareholders with continuosplyment clauses and additional
contingent consideration of $1.6 million recordedjbodwill related to certain shareholders of EN®Wad met the performance targets for
2004 and did not have continuous employment claimsesnnection with the purchase agreements. Thiadgi of payments of earn-outs was
not impacted by removing such requirements. Adjesitisiwill be made to the accrued earn-outs in @m®gs in which changes in estimated
earn-outs are made. Assuming the acquired entégsh the minimum base performance targets in 2@@4gh 2006, the aggregate future
contingent payments related to the measuremerdgsefiom 2004 through 2006, including the balarmzwed as of December 31, 2004,
would approximate a cumulative total of $16.7 roilli If the acquired entities exceed the definecduahperformance targets through
estimated annual growth of approximately 15% based004 performance, the aggregate future contimgggyments could range from $24.2
to $30.1 million inclusive of the amounts accruedb&December 31, 2004 and the amounts earnedtirerachievement of the minimum b
performance targets. The contingent considerati@aliculated based on a certain multiple of defenatual earnings targets as stated in the
respective purchase agreements. See "LiquidityCapdtal Resources™ and Note 5 to our consoliddtexh€ial statements for estimated range
of contingent payments by year.

Results of Operations
Comparison of Results for the Year Ended Decemberl3 2003 to the Year Ended December 31, 2004

Revenues. Revenues by operating segment for the yearsceDecember 31, 2003 and 2004 are as follows (iifomns):

%

2003 2004 $ change change
Wireless Network Service $ 214¢ $ 2801 % 65.2 30.4%
Enterprise Network Service 411 65.2 24.2 58.¢%
Government Network Servict — 51.€ 51.€ —
Total revenue $ 255¢ $ 397.C $ 141.] 55.1%

Revenues generated by geographic segmethifyears ended December 31, 2003 and 2004 &#ass (in millions):

%

2003 2004 $ change change
United State: $ 2052 $ 2961 % 90.¢ 44.2%
EMEA 13.¢ 34.¢ 21.C 151.1%
Latin America 36.¢ 66.C 29.2 79.2%
Total revenue $ 255¢ $ 397.C $ 1411 55.1%
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Revenues increased 55% from $255.9 mifiiorthe year ended December 31, 2003 to $397.0omifor the year ended December 31,
2004. The $141.1 million increase was attributablan increase in domestic revenues of $90.9 mibied an increase in international
revenues of $50.2 million. The increase in our Eirtse Solutions segment was primarily attributableeporting a full year's operating
results in 2004 compared to a portion of fiscal260m the period when the companies were acqurssdilting in an increase of
$24.2 million of which $7.9 million was organic gvth in these acquired businesses and our existiifig Mthnology operations. Our Latin
America operations experienced significant growit829.2 million from the prior year due primarily tertain significant contracts that were
awarded during the third quarter of 2003 and foHarvcontracts the Company received in 2004. Revenaar EMEA operations also
increased by $21.0 million between periods. Thegase was primarily as a result of the roll out@iv third generation wireless services by
several major European carriers. The acquisitidh$T® and DSI that we made in 2004 resulted infh&.6 million of revenues recorded in
our GNS business.

During the reporting periods contained hreree did experience revenue and margin adjustsnaintertain projects, but the effect of
such adjustments, both positive and negative, welvefuated in total were determined to be immateéoighe consolidated financial
statements.
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Cost of Revenues.  Cost of revenues increased 68% from $186.6anifor the year ended December 31, 2003 to $3t@l®n for the
year ended December 31, 2004 primarily due to ¢thheesponding increase in total revenues. The iser@acost of revenues during the 2!
period attributable to acquisitions was approxitya®®7.4 million. Gross margin during the year eshd=cember 31, 2004 decreased from
2003 gross margin of 27% to 21% of total reventibe. overall decrease in gross margin percentagenmrily attributable to a reduction of
$9.8 million recorded in the third quarter of 20@4ulting primarily from increases in estimatedtsder contracts signed in 2003. Certain of
these contracts do not contain the change ordesetanecessary to ensure recovery of the costwithbe incurred for out of scope work or
costs incurred due to changes in schedule or s€&@npss margin in 2004 was also impacted by an aserén the proportion of revenues
generated in our Latin American operations, whiehtgpically at lower gross margins due to the ratf deployment contracts requiring
third-party vendors. Gross margin was also impabtedn increasing trend by carriers in the U.Setpuest turnkey contracts which generally
require us to utilize third-party vendors, thusueidg gross margin.

Sdling, General and Administrative Expenses.  Selling, general and administrative expenseeased 4% from $60.6 million to
$63.0 million for the years ended December 31, 20882004, respectively. As a percentage of reverBB&A decreased from 24% in 2(
to 16% in 2004. The increase in SG&A expenses wpsicted by compliance costs incurred for the Sab@xley Act, increased sales
commission costs driven by the increase in reveanddncreased amortization of purchased intangit@sulting from the Company's
acquisitions in 2003 and 2004, offset in part lmgduction of stock compensation from 2003 and actdn in depreciation expense resulting
from assets being fully depreciated or writteninf2003. As we continue to manage our cost strecaimd leverage our incremental revenue
dollars in 2005, we expect lower selling, general administrative expenses as a percentage ofueven

Contingent Acquisition Consideration and Restatement Fees.  In September 2004, we amended the purchaseragrés related to two
of the companies acquired in our ENS division iD2€ more accurately reflect the intent of thesections, resulting in a rescission of the
continuous employment clauses from the earn-oangements. These amendments constituted a triggevant which resulted in a otiere
charge of $12.4 million in the third quarter of 20h addition, the Company incurred approximatly5 million of costs related to the
restatement of its financial statements duringttiivel quarter of 2004, primarily due to legal armd@unting fees incurred.

Other Income (Expense), Net.  For the year ended December 31, 2003, net atheme was $1.3 million compared to net other egp
of $2.4 million for the year ended December 31,£20he increase in expense of $3.7 million was garily attributable to an impairment
charge of $3.1 million recorded in 2004 relatedto investment in a privately held company and @efzse in net interest income of
$0.7 million in 2004.

Provision (benefit) for Income Taxes.  Our effective income tax rate for the year ehBecember 31, 2003 represented a 3% income ta
benefit compared to a 57% income tax benefit fenthar ended December 31, 2004. The tax bene$2 @f million for the year ended
December 31, 2004 included a decrease to the w@aualtowance on deferred tax assets based upo@dh®any's refinement of its
projections of taxable income for 2005, includihg teversal of temporary differences. The decri#aee valuation allowance applied to
substantially all U.S., state and foreign net opegdoss carryforwards and cumulative temporaffedénces that were accumulated in the
prior reporting periods. The reduction in the véiloaallowance was primarily a result of the refiment of our projected forecasts of taxable
income, the associated tax rate forecasts for 20@%stimated timing of reversal of temporaryeti#éhces and the expected utilization of net
operating loss carryforwards on the 2004 tax retDuring 2003 we realized a 3% income tax beneafih @aesult of a current year reduction of
the related valuation allowance associated withdeétrred tax assets.
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Loss from Discontinued Operations.  Loss from discontinued operations increasech f§0.7 million in 2003 to $2.4 million during
2004. Included in the loss from discontinued openatof $2.4 million for the year ended DecemberZ04, is an asset impairment of
$0.4 million and a $1.7 million charge for estimthtamployee termination costs. There was no taxfiigmevided for these losses due to no
estimated future realizability of tax assets raésglfrom net operating losses in Scandinavia.

Comparison of Results for the Year Ended Decemberl3 2002 to the Year Ended December 31, 2003

Revenues. Revenues by operating segment for the yearscebDdcember 31, 2002 and 2003 are as follows (ilons):

%

2002 2003 $ change change
Wireless Network Service $ 1892 $ 214¢ % 25.€ 13.5%
Enterprise Network Service — 41.1 41.1 —
Government Network Servici — — — —
Total revenue $ 1892 $ 255¢ % 66.7 35.7%

Revenues generated by geographic segmethifyears ended December 31, 2002 and 2003 &#ass (in millions):

%

2002 2003 $ change change
United State: $ 155« $ 2052 $ 49.¢ 32.(%
EMEA 10.¢€ 13.¢ 3.1 28.7%
Latin America 23.C 36.¢ 13.€ 60.(%
Total revenue $ 189.2 $ 255¢ $ 66.7 35.2%

Revenues increased 35% from $189.2 mifilwrihe year ended December 31, 2002 to $255.9omifor the year ended December 31,
2003. The $66.7 million increase was primarilyiatttable to an increase in domestic revenues ofg8dddllion and an increase in
international revenues of $16.9 million. Our Entesp Solutions segment generated incremental r@gefiam acquisitions totaling
$40.0 million during the year ended December 30320 he remaining increase totaling $1.1 millioonfrour Enterprise Solutions segment
was generated from organic business growth in oitfi ¥chnology operations. Our Latin America opienas experienced significant
improvement of $13.8 million from the prior yearedprimarily to certain significant contracts thatne awarded during the third quarter of
2003. Revenue in our EMEA operations also increage®B.1 million between periods. The overall imge is primarily attributed to
increased capital expenditures by carriers to ecenal improve their wireless networks due to custodemands for improved network
coverage, quality and capacity due to continuedauitiier and minute growth, and increased data usage

Cost of Revenues.  Cost of revenues increased 29% from $144.7anifor the year ended December 31, 2002 to $18dl®n for the
year ended December 31, 2003 primarily due to ¢thheesponding increase in total revenues. The iser@acost of revenues during the 2!
period attributable to acquisitions was approxinya$29.0 million. Gross margin during the year esnid=cember 31, 2003 increased slightly
from 2002 gross margin of 24% to 27% of total raxe The overall increase in gross margin perceriagrimarily attributable to realized
efficiencies on the domestic projects combined wWithgross margins of 27%, collectively, that wastdbuted by our acquired entities
during 2003. This increase is partially offset bwér gross margins in the Latin American operatiwhsre a significant amount of third pa
services are used and and an increasing trendrbigrean the U.S, to request turnkey contractschigenerally require us to utilize thipgity
vendors, thus reducing gross margin.
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Sdlling, General and Administrative Expenses.  Selling, general and administrative expenseeased 7% from $56.8 million to
$60.6 million for the years ended December 31, 20022003, respectively. The increase is due ttkdtased compensation expense of
$6.3 million in 2003 generated as a result of moadd certain stock option agreements, thereby reggremeasurement of the intrinsic value
of the options. The increase was offset partiajiydwer personnel related costs attributable tedaction in the level of underutilized field
personnel and significantly lower administrativepemses as a result of various successful costtiedwmnd cost containment programs. The
decrease due to the personnel reductions is pruifféet by selling, general and administrativ@enses related to our acquisitions totaling
$8.8 million for the year ended December 31, 2@®3vhich approximately $2.9 million was relatede@rn-out consideration related to our
ENS acquisitions which were recorded as compemnsatipense due to certain continuous employmensetain the purchase agreements. As
a percentage of revenues, SG&A decreased from 872602 to 21% in 2003.

Impairment of Goodwill.  We recorded a $14.6 million impairment of cergoodwill based upon our analysis of the resoits
operations and projected future cash flows assetiaith our European operations and specifically,amnsulting (Questus) and network
management (Telia Contracting) operations. We isorded impairment of goodwill upon the adoptiéi$SBAS No. 142 on January 1, 20
See "Cumulative Effect of a Change in Accountingé&ple" below.

Other Asset Impairment and Other Charges, Net.  During the year ended December 31, 2002, warded $20.4 million of asset
impairment and other charges compared to $0.1amitiuring the same period in 2003. The $20.4 miltbarge consisted primarily of the
following:

. Asset impairment charge

For the year ended December 31, 2002, asset imgiatrcharges, totaled $7.1 million, compared to $2ilRon for the year ended
December 31, 2003. In 2002, we determined that iimmgsnt existed based on our analyses of the restitiperations and projected
future cash flows associated with certain intaregdgsets and certain office equipment. Accordingé/recorded an impairment
charge of $7.1 million during the first quarteraif02. During the fourth quarter of 2003, we assk#ise utilization of certain
specialized and technology-dependent field equiraed determined that certain equipment was idtetachnologically impaired.
These were primarily older assets which could mgér effectively nor efficiently be utilized on sking or upcoming domestic and
international customer contracts. Due to the natfithis equipment and its dependence on currehht@ogy, the salvage value
associated with such equipment was deemed to benabrBased on these combined facts and circumstameanagement concluded
that impairment existed and, therefore, recordeingairment charge totaling $2.2 million, as pdroor Design and Deployment
operating segment in the fourth quarter of 2003.

. Loss on unused office space

Based on our assessment in 2002 of the markettammslsurrounding our unused office space andikieiHood of achieving certain
sublease rates and the overall recoverability ofrelated operating lease expenses, we record&@.a #illion loss during the first
quarter of 2002. During 2003, we reevaluated oarwad for loss on unused office space and detemiinat a significant portion of
our corporate facility was expected to be utilibedimencing in 2004. This change in estimate wasanily attributable to our
acquisition of HTS that was announced in Decemb8B82nd consummated in January 2004. As a reselteeorded a $3.2 million
reversal of the accrual for unused office spacenduhe fourth quarter of 2003.
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The change in accrual for unused office space fb@wember 31, 2003 to December 31, 2004 is as fellow

Accrual for unused office space as of DecembefB03 $ 345
Additional unused office space as result of actjoisiof HTS 2
Rental payment (1.
Accrual for unused office space as of Decembef804 $ 2.6

|

Rental payments for unused office space are exghégteontinue through 2010.
. Separation and other personnel-related costs

In response to the economic challenges in the egseindustry during 2002, we reduced our workfa@®ss various functions,
resulting in $3.3 million of severance and otheispanel-related charges. The separation and odrsopnel-related costs totaling
$1.1 million for the year ended December 31, 20@8evprimarily associated with post-employment bighelated to the retirement
of our former chief financial officer during theufidh quarter of 2003. As of December 31, 2003 eghesis $0.7 million in accrued

separation costs. The $0.7 million was paid in dulting 2004.

The change in separation and other personnel-cetatgts from December 31, 2003 to December 31, #0084 follows:

Balance of separation and other persc-related costs as of December 31, 2 $ 0.7
Payment of personr-related cost (0.7)
Balance of separation and other persc-related costs as of December 31, 2 $ —

|

Other Income (Expense), Net.  Net other income was $1.3 million for both yeanded December 31, 2002 and 2003. The decrease in
interest expense from 2002 of $1.7 million whicrsvgaimarily attributable to lower interest expenssulting from the $33.6 million
reduction of outstanding debt in the second quaft@002 was offset by $1.8 million related to sfgant negative foreign currency
fluctuations experienced during the 2003 periodhhie Mexican Peso. Interest income associatedhigtier cash and short-term
investments compared to the previous respectivieg@ras minimized due to the effect of lower innates during the majority of 2003.

Provision (benefit) for Income Taxes.  Our effective income tax rate for the year ehBecember 31, 2002 represented a 21% income
tax expense compared to a 3% income tax benefihtoyear ended December 31, 2003. The tax provei$10.1 million for the year ended
December 31, 2002 included an increase to the tiatuallowance on deferred tax assets based upewision to the projections of future
taxable income and inherent risk associated withetkpected achievement of consistent long-termtphility which was evaluated on a
consolidated and local geographic segment basginidiease in the valuation allowance applied tistantially all U.S., state and foreign net
operating loss carryforwards and cumulative tempyodéferences that were accumulated in the préorting periods. During 2003 we
realized a 3% income tax benefit as a result afreeat year reduction of the related valuationw#ince associated with net deferred tax
assets. The reduction in the valuation allowanckamsociated offset to the normalized tax provisias a direct result of the corresponding
tax benefits realized during the year which presiginad an associated valuation allowance.
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Cumulative Effect of a Change in Accounting Principle.  We recorded an impairment charge of $16.1 omllin January 2002 related to
our measurement of impairment of the carrying valhe goodwill of a reporting unit within our dgs and deployment operating segment
in accordance with SFAS No. 142.

Liquidity and Capital Resources
Working Capital and Cash Flows

Our sources of liquidity include cash aaditequivalents and short-term investments, cash dperations and other sources of funds.
As of December 31, 2004, we had cash and cashaquotg and short-term investments totaling $54amiand $7.6 million, respectively.

Our operating cash flow is used to finatnade accounts receivable, fund capital expendifiaed make selective acquisitions. Finan
trade accounts receivable is necessary becauseeoage, the customers and payors for our serdiz@®t pay us as quickly as we pay our
vendors and employees for their goods and sen@asital expenditures consist primarily of investinia field equipment, computer
hardware and software and improvement of our paysi@perties in order to maintain suitable comdisi to conduct our business. We expect
certain additional expenditures for facility impeswents in order to meet and comply with regulatorg government security requirements
applicable to our Government Network Services segme

Cash from operations is primarily deriveahfi our customer contracts in progress and assacétanges in working capital components.
Cash provided by operations was $6.8 million an® $&illion for the years ended December 31, 20682004, respectively. The change
between periods of $1.7 million is primarily demvEom our customer contracts in progress and &satworking capital components. Cash
provided by continuing operations was $8.0 millaard $9.2 million for 2003 and 2004, respectivelyr @ays sales outstanding (DSO)
decreased from 134 at December 31, 2003 to 122e&ber 31, 2004, primarily due to the billing aotlection of receivables due to the
achievement of milestones in accordance with conted terms.

Cash used in investing activities was $538ilion and $43.5 million for the years ended Daber 31, 2003 and 2004, respectively.
Investing activities for the year ended December2®D3 consisted primarily of capital expenditusé$7.4 million, net initial consideration
paid for acquisitions of three privately-held comies of $10.9 million, and purchases of short-termestments of $37.3 million. Investing
activities for the year ended December 31, 200ludted $7.8 million of capital expenditures, $53.8lion and $8.3 million related to net
initial consideration paid for acquisitions of twdvately-held companies and cash paid for contihgequisition consideration, respectively,
partially offset by $27.5 million of proceeds frdire sale of short term investments. See also Ntaeohir consolidated financial statements
for further discussion of our acquisitions durir@p2.

Cash provided by financing activities w&3 ¥ million for the year ended December 31, 200 positive cash flow from financing
activities for this period consisted primarily abpeeds from the issuance of common stock tot&i#8y4 million associated with exercises of
employee stock options and purchases under ourd@yeplStock Purchase Plan, partially offset by dpayment of capital lease obligations
and notes payable totaling $3.2 million. Cash giediby financing activities was $10.2 million fbetyear ended December 31, 2004 and
included proceeds of $7.3 million from the issuaateommon stock associated with exercises of epgaatock options and $3.4 million
from purchases of common stock under our EmployeekSPurchase Plan, partially offset by the $0.Bioni repayment of capital lease
obligations.

We are focused on effectively managingauarall liquidity position by continuously monitog expenses, integrating effective cost
savings programs and managing our accounts redeieatbection efforts. We believe that our cash aash equivalent balances, short-term
investments and our new
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credit facility (as discussed in Contractual Oliligas and Commitments below) will be sufficientstatisfy cash requirements for at least the
next twelve months based on the current level efaions and the Company's plans for future adiphisi. Although we cannot accurately
anticipate the effect of inflation on our operapwe do not believe that inflation or foreign @mcy fluctuation has had, or is likely in the
foreseeable future to have, a material impact ametior foreign currency fluctuation revenuesasults of operations.

Contractual Obligations and Commitments

Pursuant to the stock purchase agreemeatfpisitions made in 2003 in our Enterprise Nekn®ervices segment, we may be oblig:
to pay additional consideration to the selling kteatders that is contingent upon the successfukaement of specific annual earnings
targets, as defined in the stock purchase agreefoemach of the years ending 2004, 2005 and 2A8€uming the acquired entities of our
Enterprise Network Services segment reach the nimbase performance targets, the aggregate fubmtengent payments related to the
measurement periods from 2004 through 2006, inetuthie balance accrued as of December 31, 2004¢gwpproximate a cumulative total
of $16.7 million. If the acquired entities excebé tefined annual performance targets through etturannual growth as estimated by the
Company, the aggregate future contingent paymentsl dikely range from $24.2 million to $30.1 mdh. The contingent consideration is
calculated based on a certain multiple of definebial earnings targets as stated in the respqutinghase agreements. In addition, we may
pay additional consideration of up to $3.2 milli@bated to our acquisition of DSI if certain contranilestones are achieved. As of
December 31, 2004, approximately $0.4 million hasrbaccrued as additional consideration basedeoatthinment of certain milestones.

The following table summarizes managemestinate of the potential range of future contimgmnsideration that may be paid by yt

2005 2006 2007 Total

(in millions)

Potential range of future contingent
consideratior $ 12 $ 10.7-$15.& $ 15$2.* $ 24.2-$30.17

* Hypothetical range based on the Company's estintgtedhting projections.

Any future additional earn-out consideratgreater than or less than the estimated $12libmdmount recorded as of December 31,
2004 for certain shareholders of the Suntech ard Bnquisitions will be recorded as a componemaime when the earn-out consideration
is earned. Further, any amounts earned by shamisabdl those acquired companies for which therewercontinuous employment clauses
will result in additional goodwill recorded for the acquisitions when the earn-out considerati@aised.

In connection with future acquisitions, may agree to make additional payments to sellarsregent upon achievement of performance
milestones by the acquired entities.

On March 16, 2005, we entered into a cragitement with KeyBank National Association ("KeylR") to provide a $15 million senior
credit facility. KeyBank is designated as the soi@nger and sole book manager. The facility hzsy@ar term and can be expanded to a
$60 million facility. The Company intends to use flacility to fund acquisitions. As part of our agjtion strategy, we may choose to expand
our new credit facility up to $60 million to fundtire acquisitions. There are no amounts drawteficility as of March 24, 2005.

We believe that our cash and cash equival@ances and our new credit facility will be stifint to satisfy cash requirements for at l¢
the next twelve months.
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The following table summarizes our currgmtkisting contractual obligations and other commeitts at December 31, 2004, and the
effect such obligations could have on our liquidityd cash flow in future periods (in millions):

Payments due by Period

Less than 1-3 3-5 More than

Total 1 year years years 5 years
Capital lease $ 02 $ 02 $ — $ — 3 —
Operating lease 19.1 5.2 6.5 5.4 2.C
$ 195 $ 54 $ 6.5 $ 54 $ 2.C

Other than the $34 million in cash we ugepurchase TLA in January 2005 and our normalmewitrade payables, expense accruals,
accrued earn-out liabilities and operating andtehjfgases which are currently expected to be fdrideough existing working capital and
future cash flows from operations, we have no othaterial cash commitments. Aside from these r@oyiwperating expenses, future capital
expenditures and overall expansion including paaéfuture acquisitions, our future capital needl eepend upon many factors, including
the timing of payments under existing contracts t@etinology requirements within the wireless teteonications industry. Other future
cash requirements may include the payment of cetdai contingencies, as discussed in Note 15 otonsolidated financial statements and
potential future acquisitions. We continue to eatduand use new technology including electronidmgent and software in our business
operations. Additional capital expenditures maydmired as deemed necessary, in order to stayetiing and effectively service our
customers.

Recently Issued Accounting Pronouncements

In January 2003, the Financial Accountitan8ards Board (FASB) issued FASB Interpretation #460(FIN 46), "Consolidation of
Variable Interest Entities, an Interpretation of B\Rlo. 51," which addresses consolidation by busirmederprises of variable interest entities
("VIES") either: (1) that do not have sufficientuéy investment at risk to permit the entity todirce its activities without additional
subordinated financial support, or (2) in which duiity investors lack an essential characterddta controlling financial interest. In
December 2003, the FASB completed deliberationg@osed modifications to FIN 46 (Revised Interatiens) resulting in multiple
effective dates based on the nature as well asréfzgion date of the VIE. VIEs created after Japadr, 2003, but prior to January 1, 2004,
may be accounted for either based on the origmatpretation or the Revised Interpretations. Havethe Revised Interpretations must be
applied no later than the first quarter of fiscahy 2004. VIEs created after January 1, 2004 meuatcbounted for under the Revised
Interpretations. We evaluated a partnership arraegé that was entered into in 2004, and determiinaiit met the characteristics of a VIE
and the requirements for consolidation pursuattiégrovisions FIN 46R. Included in our consolidefimancial results is a $1.0 million total
net receivable which is eliminated at the consdéiddevel against a corresponding liability as ecBmber 31, 2004, $0 revenue and
$1.0 million net loss from this partnership for trear ended December 31, 2004. As of December®¥,2he Company exercised its righ
withdraw from the partnership.

In March 2004, the FASB issued EITF Isswe 0B-1, "The Meaning of Other-Than Temporary Imp&int and Its Application to
Certain Investments" which provides new guidanceagsessing impairment losses on debt and equisiments. Additionally, EITF Issue
No. 0z-1 includes new disclosure requirements for investis that are deemed to be temporarily impaire@ejptember 2004, the FASB
delayed the accounting provisions of EITF Issue 081; however, the disclosure requirements reratigctive and have been adopted for
our year ended December 31, 2004. We will evaltieeffect, if any, of EITF 03-1 when final guidanis released.
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In June 2004, the FASB issued EITF Issue@2e14 (EITF 02-14), "Whether an Investor Shoufgp# the Equity Method of
Accounting to Investments Other Than Common StoEKTF 02-14 addresses whether the equity meth@tadunting applies when an
investor does not have an investment in voting comstock of an investee but exercises significaffiénce through other means. EITF 02-
14 states that an investor should only apply thetgenethod of accounting when it has investmentsiiner common stock or in-substance
common stock of a corporation, provided that theegtor has the ability to exercise significantuefice over the operating and financial
policies of the investee. The accounting provisiohBITF 02-14 are effective for reporting peridukginning after September 15, 2004. We
have reviewed EITF 02-14 and have determined i§ k@ have a material impact on our operating tesuld financial position.

In December 2004, the FASB issued SFASIRBR. SFAS No. 123R requires public companies tasuee the cost of employee
services received in exchange for an award of gdustruments based on its current fair value. fHirevalue of that award will be remeasu
subsequently at each reporting date through thiesent date. Changes in fair value during theiserperiod will be recognized as
compensation cost over that period. The grantf@étealue of employee share options and similatrinments will be estimated using option-
pricing models adjusted for the unique characiessif those instruments. The Company has not categlits analysis of the estimated
impact of adopting the provisions of SFAS No. 128Rhe Company continues to use the Black-Schalethod, the Company does not
believe the estimated impact will be materiallyfeli€nt than the pro forma disclosure in Note 1§FAS No. 123R requires public companies
to measure the cost of employee services recei@sedon its current fair value and to re-measwk awards at each reporting date through
the settlement date. This Statement is effectivedporting periods beginning after June 15, 2005.

Related Party Transactions

For detailed information regarding relapedity transactions, see Notes 14 and 18 to ourtidased financial statements.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

We are exposed to foreign currency risks tuboth transactions and translations betweectifural and reporting currencies in our
Mexican, Brazilian and European foreign subsidemri#e are exposed to the impact of foreign currdlucguations due to the operations of
and net monetary asset and liability positionsuniMexican, Brazilian and European foreign subsid&@ Significant monetary assets and
liabilities expected to be realized in the foreddeduture include trade receivables, trade payasi®l certain intercompany payables that are
not denominated in their local functional currescids of December 31, 2004, our Mexican, Brazidad European subsidiaries were in
average net liability positions (i.e., monetarylities were greater than monetary assets subjdotreign currency risk) of approximately
$7.0 million $7.6 million and $17.8 million, respirely. The potential foreign currency translatiosses from a hypothetical 10% adverse
change in the exchange rates from the net liakplityitions at December 31, 2004 were approximé&@ly million, $0.8 million and
$1.8 million for the Mexican, Brazilian and Europesubsidiaries, respectively. In the event thafitimetional currency of China does not
continue to be based on the U.S. dollar, we magxpesed to foreign currency fluctuations due toattévities of our corporate resource
center in China.

In addition, we estimate that an immedid®& change in foreign exchange rates would impgminted net income or loss by
approximately $0.4 million for the year ended Deben31, 2004. This was estimated using a 10% deteion factor to the average monthly
exchange rates applied to net income or loss foh ethe related subsidiaries in the respectiveode
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Due to the difficulty in determining andtalming predictable cash flow forecasts in our igmeoperations based on the overall
challenging economic environment and associatettacirstructures, we do not currently utilize amyidative financial instruments to hedge
foreign currency risks.

Cash and cash equivalents as of Decemh&08% were $54.4 million and are primarily invesie money market interest bearing
accounts, corporate securities, and U.S. governar@hfigency securities. Short-term investment$ Becember 31, 2004 were $7.6 million,
and are primarily corporate notes and bonds, winiclude auction rate securities which are repuretias 7 to 28 day increments, and U.S.
government and agency debt securities. A hypothletiad% adverse change in the average interesbnab@r money market cash investments
and shortterm investments would have had no material effeatet income for the year ended December 31, 20@4currently do not utiliz
any derivative financial instruments to hedge iesérate risks.

Item 8. Financial Statements and Supplementary Data

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

Item 9. Changes in and Disagreements with Accountants orcéunting and Financial Disclosure

None.

Item 9A. Controls and Procedures
1) Disclosure Controls and Procedures

We maintain disclosure controls and proceslthat are designed to ensure that informatiquired to be disclosed in our reports
pursuant to the Securities Exchange Act of 1934nasnded, (the "Exchange Act") is recorded, prazbssummarized and reported within
the time periods specified in the SEC's rules anoh§, and that such information is accumulatedamdmunicated to our management,
including our principal executive officer and pripal financial officer, as appropriate to allow &y decisions regarding required disclosure.
Under the supervision and with the participatiomof management, including our principal executiffecer and principal financial officer,
we conducted an evaluation of our disclosure ctsand procedures, as such term is defined under Ra-15(e) promulgated under the
Exchange Act, as they existed on December 31, 200@ht of a material weakness in internal cohtreer financial reporting as of
December 31, 2004, which is discussed below, aaocipal executive officer and our principal finaalkofficer concluded that our disclosure
controls and procedures were not effective as aebwer 31, 2004.

2) Management's Report on Internal Control Over FireriReporting

We have omitted management's report omriate&control over financial reporting and the repafrour Independent Registered Public
Accounting Firm on internal control over financiaporting from this Annual Report on Form 10-K atiance on the SEC's November 30,
2004 exemptive order, which grants certain smalbeelerated filers an additional 45 days in wheckutnish the internal control report and
related audit report. Management is evaluatinginatecontrol over financial reporting based on lifternal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. Although we have mohgleted our self-assessment, we
have identified a material weakness as discussewbe
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In connection with the finalization of ttAs\nual Report on Form 10-K, an error in our fin@hstatements revealed a deficiency in our
internal control over financial reporting which wensider to be a material weakness. The materiakmess related to the ineffective
operation of a monitoring control over period-eridatosing journal entries, which failed to identig error contained in one of our 2004
period-ending closing journal entries. The matesiahkness resulted in adjustments to reduce in¢ares payable, accrued liabilities and
income tax expense. Control deficiencies relevaimternal control over financial reporting aresbdhat adversely affect an entity's ability to
initiate, authorize, record, process, and repaodrftial data consistent with the assertions of g@mant in the financial statements.
Deficiencies in an entity's internal control rarfigem inconsequential to material weaknesses. A nizgdt@eakness is defined in the standards
established by the Public Company Accounting OgatdBoard as a deficiency that precludes an esfityernal controls from providing
reasonable assurance that material misstatemettits financial statements will be prevented or ke on a timely basis by employees in
normal course of performing their assigned fundaidrhe inability to provide such reasonable assigaeasults from a deficiency in which the
design or operation of an internal control compadmes not reduce to a relatively low level thé& thsat misstatements caused by errors in
amounts that would be material in relation to tharficial statements may occur and not be detecithihve timely period by employees in 1
normal course of performing their assigned funcation

We intend to file an amendment to this AairiReport on Form 10-K to include management'sntepointernal control and the related
audit report on internal controls over financigdogting prior to April 30, 2005. As a result of theaterial weakness discussed above, we
expect that our report will include a descriptidrite material weakness and a conclusion thatrdarnal control over financial reporting was
not effective as of December 31, 2004. We also expat the audit report of our Independent Reggst®ublic Accounting Firm will contain
an opinion that our internal control over finanaigborting was ineffective as a result of the mateveakness discussed above. In addition, it
is possible that information will come to the atten of management as it completes the procedweesssary to deliver its internal control
report that indicates that additional material wessses exist as of December 31, 2004.

3) Changes in Internal Control Over Financial Repartin

During the three months ended Septembe2@®4, we identified the following conditions thiadlicated that our internal control over
financial reporting and our disclosure controls anacedures were not effective: (i) a thorougheevof all existing contractual documents
was not being performed to ensure that the contahttrms are properly reflected in the projecineste-at-completion computation; and (ii)
more rigorous processes and procedures shoulddegreestablished for customer invoicing.

During the three months ended Decembe2@04, to address the weaknesses identified irhtiee tmonths ended September 30, 2004,
we implemented the following revised control adtes and improved processes: (i) effective Octdh@004, our internal Contracts
Administration Department was established in otdegnsure that complete contract files are maiethbo support the project estimate at
completion computation; (ii) in conjunction withoeonth-end closing procedures in the three moatistied December 31, 2004, as well as
our year-end closing procedures, we implementediaddl monitoring and review controls over ouriestte-at-completion calculations, as
well as our invoicing procedures and our valuatibaccounts receivable balances.

In addition, the principal executive officnd principal financial officer have concludedtthother than the specific changes identified in
this Item 9A, there have been no changes to oarriat control over financial reporting (as definedRules 13a-15(f) under the Exchange
Act) during the last fiscal quarter that materiaf§ected, or are reasonably likely to materiaffget, the Company's internal control over
financial reporting.
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Item 9B. Other Information

On March 28, 2005, the Company entered@itange in Control Agreements with the followingpayees: Deanna Lund, the
Company's Senior Vice President and Chief Finar@fiter, James R. Edwards, the Company's Senice YPresident and General Counsel,
Rochelle Bold, the Company's Senior Vice Presideatporate Development and Investor Relations, @ift, President, U.S., Wireless
Network Services and Steven D. Roth, President @xernment Services. The Agreements provide thabng other things, upon a char
of control each employee is entitled to (i) the iethate vesting of fifty percent (50%) of all stamitions and stock appreciation rights grau
to such employee as of the date of the changentraland (ii) the vesting of the remaining stogkions and stock appreciation rights on the
earlier of the one year anniversary date of thexghaf control or the resignation by such empla®a result of certain triggering events
following the change in control. In addition, ifiilmving a change of control the employee is terrtédawvithout cause or resigns as a result of
certain triggering events, such employee is entitereceive a severance payment equal to oneojsaich employees's base salary plus the
employee's maximum bonus amount for that fiscat.yea

PART Il
Item 10. Directors and Executive Officers of the Registrant

The information required by this item isamporated by reference to the information underddptions "Election of Directors”,
"Compliance with Section 16(a) of the Exchange Awxtti "Code of Ethics" of the Registrant's Proxyte&teent, which we will file with the
SEC within 120 days after the end of fiscal 2004.

Item 11. Executive Compensation

The information required by this item isdmporated by reference to the information underddption "Executive Compensation" of the
Registrant's Proxy Statement, which we will filettwihe SEC within 120 days after the end of fist@04.

Item 12. Security Ownership of Certain Beneficial Owners aihnagement and Related Stockholder Matters

The information required by this item isamporated by reference to the information underdiptions "Security Ownership of Certain
Beneficial Owners and Management" and "Securitiethérized for Issuance Under Equity Compensatiam$| of the Registrant's Proxy
Statement, which we will file with the SEC withi2@ days after the end of fiscal 2004.

Item 13. Certain Relationships and Related Transactions

The information required by this item isdmporated by reference to the information underddption "Certain Relationships and Rel:
Transactions" of the Registrant's Proxy Statemehich we will file with the SEC within 120 days aftthe end of fiscal 2004.

Item 14. Principal Accountant Fees and Services

The information required by this item isdmporated by reference to the information underddption "Fees Paid to KPMG LLP" of the
Registrant's Proxy Statement, which we will filetwihe SEC within 120 days after the end of fisx@04.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(@)

Financial Statements and Financial Statement Schéeks

(1) Report of Independent Registered Public Accourfimm

Consolidated Balance Sheets as of December 31,&00200<
Consolidated Statements of Operations for the YEaded December 31, 2002, 2003 and 2

Consolidated Statements of Stockholders' EquitytferYears Ended December 31, 2002, 200:
2004

Consolidated Statements of Cash Flows for the YEaded December 31, 2002, 2003 and 2

Notes to Consolidated Financial Stateme

(2) Schedule II: Valuation and Qualifying Accoul

All other schedules for which provision is madetie applicable accounting regulations of the S¢iesri
and Exchange Commission are not required undeethted instructions or are inapplicable and thereef
have been omitte

(3) Exhibits
Exhibit
Number Description of Document

2.1 Agreement of Plan of Reorganization by andmgrVireless Facilities, Inc., WFI Government
Services, Inc., Horseshoe Merger Sub, Inc., Higthielogy Solutions, Inc. and the major
holders of High Technology Solutions, Inc., datecb&December 22, 2003.(

2.2 Stock Purchase Agreement by and among the Complhdy Associates, Inc. d/b/a TLA
Associates, and the Stockholders of JIMA Associdtes, dated as of January 27, 2005

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.(

3.4 Certificate of Designations, Preferences and RighBeries B Preferred Stock.(

3.5 Certificate of Designation of Series C Preferreacst(9)

4.1 Reference is made to Exhibits 3.1 and

4.2 Specimen Stock Certificate.(

4.3 Rights Agreement, dated as of December 16, 20@4/gee the Company and Wells Fargo, N.A.
9

10.1 1997 Stock Option Plan.(;

10.2 Form of Stock Option Agreement pursuant to the 1S@ck Option Plan and related terms and
conditions.(1,

10.3 1999 Equity Incentive Plan.(.

10.4 Form of Stock Option Agreement pursuant to the 188@ity Incentive Plan.(1
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10.5

10.8

10.10

10.14

10.15

10.16

10.17

10.21

10.25

10.26

10.27

10.28

10.32

10.33

10.34

10.35

10.40

10.43

10.44

10.45

1999 Employee Stock Purchase Plan and relatedragfdocuments.(1

Second Amended and Restated Investor Rights Agmetdoyeand among the Company and
certain stockholders of the Company dated as ofe®dper 17, 1999.(1

Form of Indemnity Agreement by and between the Comand certain officers and directors of
the Company.(1

Form of Warrant Agreement by and between the Compad each of Scott Anderson and Scot
Jarvis dated as of February 28, 1997

Form of Subscription and Representation Agreemegiatrial between the Company and each of
Scott Anderson and Scot Jarvis dated as of Feb2&r$997.(1

Form of Warrant Agreement by and between the Compad each of Scott Anderson and Scot
Jarvis dated as of February 1, 1998

Form of Bill of Sale and Assignment Agreement by &etween the Company and each of
Massih Tayebi and Masood K. Tayebi dated as of 30n4999.(1

Services Agreement by and between WFI de MexiaeSR.L. de C.V. and Ericsson Telecom,
S.A. de C.V. dated as of August 4, 199¢t

Master Services Agreement by and between the Coyrguach Triton PCS, Operating Company,
L.L.C. dated as of January 19, 1998, as amendt

Microwave Relocation Services Agreement by and betwEntel Technologies, Inc. and Triton
PCS Operating Company, L.L.C. dated as of Februi&ary 998.(11

Site Development Services Agreement by and betkeéel Technologies, Inc. and Triton PCS,
Inc. dated as of December 10, 1997t

Sales Agreement for Products and Services by amebke the Company and Integrated Ventt
LLC dated as of April 19, 1999.(t

Sublease Agreement by and between the Companyranélii Templeton Corporate Services,
Inc. dated as of April 14, 2000.(

2000 Nonstatutory Stock Option Plan.

Form of Stock Option Agreement and Grant Noticeduiseconnection with the 2000
Nonstatutory Stock Option Plan.(

Preferred Stock Purchase Agreement dated as ob@ci®, 2001 among the Company, Oak
Investment Partners X, Limited Partnership, and Ra&filiates Fund, Limited Partnership,
including Press release of Wireless Facilities, tfated October 11, 2001.(

Technical Services Subcontract Agreement by andd®t the Company and Bechtel Corpore
dated as of February 8, 20021

Executive Employment Agreement by and between thany and Eric DeMarco effective
November 14, 2003.(¢

Nonqualified Deferred Compensation Plan.(

Change of Control Agreement dated March 28, 20@&dxen the Company and Deanna Lur
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10.46 Change of Control Agreement dated March 28, 20@&édxen the Company and James Edwar

10.47 Change of Control Agreement dated March 28, 20@&édxen the Company and Rochelle Bol
10.48 Change of Control Agreement dated March 28, 20@&édxen the Company and Steven D. Ro
10.49 Change of Control Agreement dated March 28, 20@&édxen the Company and William E. Clif
21.1 List of subsidiaries.(€

23.1 Consent of Independent Registered Public Accouriing.*

24.1 Power of Attorney.(6

31.1 Certification of Chief Executive Officer, Eric M.dMarco, pursuant to Section 302 of the

Sarbanes Oxley Act of 2002

31.2 Certification of Chief Financial Officer, Deannarndl pursuant to Section 302 of the Sarbanes
Oxley Act of 2002.*

32.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002 for Eric M. DeMarco.

32.2 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002 for Deanna Lund

@ Filed as an exhibit to the Company's Registratiaieshent on Form S-1 (No. 333-85515), and incotedrherein by reference.

2 Filed as an exhibit to the Company's Quarterly Riepo Form 10-Q for the quarter ended Septembe2@00, filed on November 14,
2000 and incorporated herein by reference.

) Filed as an exhibit to the Company's Report on Fénfiled on October 11, 2001 and incorporateceireby reference.

(4) Filed as an exhibit to the Company's Quarterly Riepo Form 10-Q for the quarter ended June 30, 20l@& on August 13, 2002 and
incorporated herein by reference.

(5) Filed as an exhibit to the Company's report on F&+{ filed on January 16, 2004 and incorporatecimeby reference.

(6) Filed as an exhibit to the Company's Annual ReporForm 10-K for the year ended December 31, 2fii@8, on March 8, 2004 and
incorporated herein by reference.

(7 Filed as an exhibit to the Company's Report on Ferinfiled on February 2, 2005 and incorporatedelreby reference.
(8) Filed as an exhibit to the Company's Report on F&#iA filed on June 5, 2002 and incorporated hetsi reference.

9) Filed as an exhibit to the Company's Report on Rexinfiled on December 17, 2004 and incorporateineby reference.
(10) Filed as an exhibit to the Company's Report on Rérikhfiled on November 18, 2004 and incorporaterkimeby reference.
* Filed herewith.

T Certain confidential matters deleted pursuant e®©Granting Application for Confidential Treatmeissued in connection with the
Registration Statement on Form S-1 (No. 333-858&%d November 10, 1999.

¥ Certain confidential matters deleted pursuant twe®Granting Application for Confidential Treatmgnirsuant to rule 14B-under th
Securities Exchange Act of 1934 dated August 18220

€ Certain confidential matters deleted pursuant e®©Granting Application for Confidential Treatmgnirsuant to rule 14B-under thi
Securities Exchange Act of 1934 dated NovembeR032.
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SIGNATURES

Pursuant to the requirements of SectionrlBs(d) of the Securities Exchange Act of 1934, rdgistrant has duly caused this report t
signed on its behalf by the undersigned, theredatp authorized.

Date: March 31, 2005

WIRELESS FACILITIES, INC.

By: /sl ERIC M. DEMARCO

Eric M. DeMarco
Chief Executive Officer and President

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidrelow by the following persons on bel
of the registrant and in the capacities and ord#te indicated:

Signature Title Date

s/ ERIC M. DEMARCO Chief Executive Officer and President

Principal Executive Officer

March 31, 2005
Eric M. DeMarcc

/sl MASOOD K. TAYEBI, PH.D

Executive Chairman and Director March 31, 2005
Masood K. Tayebi, Ph.!

/s/ DEANNA H. LUND Senior Vice President, Chief Financial Officer and

Principal Financial Officer

March 31, 2005
Deanna H. Lunt

/s/ CAROL A. CLAY Vice President, Corporate Controller and Principal

Accounting Officer

March 31, 2005

Carol A. Clay
/s/ SCOTT ANDERSON
Director March 31, 2005
Scott Andersol
/s/ BANDEL CARANO
Director March 31, 2005
Bandel Carani
/s/ SCOT JARVIS
Director March 31, 2005
Scot Jarvis
/s/ WILLIAM HOGLUND
Director March 31, 2005

William Hoglund
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Wireless Facilities, Inc.:

We have audited the accompanying conselitibalance sheets of Wireless Facilities, Inc.ar$idiaries (the Company) as of
December 31, 2003 and 2004, and the related cdasetl statements of operations, stockholders'yeant cash flows for each of the years
in the three-year period ended December 31, 2@0domnection with our audits of the consolidatedficial statements, we have also audited
the financial statement Schedule 1l for each ofytars in the three-year period ended Decembe2®¥. These consolidated financial
statements and financial statement schedule aresipensibility of the Company's management. Ospaoasibility is to express an opinion
these consolidated financial statements and fishstatement schedule based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting Slgat Board (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial respects, the financial position of
Wireless Facilities, Inc. and subsidiaries as ofémeber 31, 2003 and 2004, and the results of tpairations and their cash flows for each of
the years in the three-year period ended Decenthet®4, in conformity with U.S. generally accepéatounting principles. Also in our
opinion, the related financial statement Schedullerleach of the years in the thrgear period ended December 31, 2004, when conside
relation to the basic consolidated financial staets taken as a whole, presents fairly, in all nelteespects, the information set forth ther

As discussed in Note 1(f) to the consoéddinancial statements, on January 1, 2002, thepaoy adopted the provisions of SFAS
No. 142, Goodwill and Other Intangible Assets, ammtordingly, changed its method of accountinggfaedwill in 2002,

/sl KPMG LLP

San Diego, California
March 24, 2005, except as to Note 18
which is as of March 28, 2005
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Current assets:
Cash and cash equivalel
Short-term investments
Accounts receivable, net
Accounts receivab—related party
Contract management receivables, net
Prepaid expenses
Employee loans and advanc
Other current assets
Current assets of discontinued operations

Total current asse
Property and equipment, net
Goodwill
Other intangibles, net
Deferred tax assets, r
Investments in unconsolidated affiliates
Other assets
Other assets of discontinued operati

Total assets

WIRELESS FACILITIES, INC.
Consolidated Balance Sheets

December 31, 2003 and 2004

(in millions, except par value and number of sharés

Assets

Liabilities and Stockholders' Equity

Current liabilities:
Accounts payabl
Accrued expenses
Accounts payable—related party
Contract management payab

Billings in excess of costs on completed contracts

Tax contingencies

Accrual for contingent acquisition consideration

Accrual for unused office spa

Income taxes payable

Capital lease obligations

Current liabilities of discontinued operatic

Total current liabilities
Capital lease obligations, net of current portion

Accrual for unused office space, net of currentipat

Other liabilities
Total liabilities

Minority interest in subsidiar

Commitments and contingencies (Notes 1, 5, 15 &)d 1

Stockholders' equity

Preferred stock, 5,000,000 shares authorized SBr&snvertible Preferred Stock, $.001 par valuep@0 and 25,483

shares outstanding at December 31, 2003 and 288dectively (liquidation preference $12.7)
Common stock, $.001 par value, 195,000,000 shatt®azed; 62,550,245 and 71,103,301 shares issnéd
outstanding at December 31, 2003 and 2004, respécti

Additional paid-in capital
Accumulated defici
Accumulated other comprehensive loss

Total stockholders' equity

Total liabilities and stockholders' equ

2003 2004
$ 791 $ 54.4
35.1 7.6

92.¢ 1332

0.2 —

1.0 0.1

1.9 3.C

0.1 0.6

4.8 6.4

1.0 —

216.1 205.2

11.2 13.4

31.C 82.€

1.9 6.4

14.1 20.1

4.0 2.1

0.4 0.7

0.1 —

$  278¢ $ 3303
| |
$ 128 $ 26.€
27.1 30.2

= 1.c

1. 5.1

6. 7.7

14. 14.1

3.8 14.4

15 0.

1.3 5.

0.5 0.2

0.2 0.8

69.7 106.7

0.2 —

2.0 17

1.3 1.2

73.2 109.7

0.3 0.2

0.1 0.1

309.¢ 319.¢
(100.9) (95.9)

4.0 (3.9

205 220.7

$ 278¢ $ 3303
| |

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

Consolidated Statements of Operations

Years ended December 31, 2002, 2003 and 2004

(in millions, except per share amounts)

Revenue:!
Cost of revenue

Gross profi
Selling, general and administrative exper
Contingent acquisition consideration and restatérfess
Impairment of goodwil
Other asset impairment and other charges

Operating income (los:

Other income (expense
Interest income (expense), |
Foreign currency gai
Impairment of investment in unconsolidated affdiaind other income
(expenses), n¢

Total other income (expens

Income (loss) from continuing operations before ariily interest in income of
subsidiary, income taxes and cumulative effecthainge in accounting princip
Minority interest in income of subsidia

Provision (benefit) for income tax

Income (loss) from continuing operations before alative effect of change in
accounting principlt

Loss from discontinued operatio

Cumulative effect of change in accounting princifNete 2b)

Net income (loss

Net income (loss) from continuing operations perstbefore cumulative effe
of change in accounting princig

Basic

Diluted

Loss from discontinued operatio
Basic
Diluted

Cumulative effect of change in accounting pringjigler shart
Basic
Diluted

Net income (loss), per she
Basic
Diluted

Weighted average common shares outstan:
Basic
Diluted

2002 2003 2004
$ 1892 $ 255¢ $ 397
144.7 186.¢ 313.(
44 69. 84.C
56.€ 60. 63.C
— — 13.
14.€ — —
20.4 0.1 —
(47.9) 8.€ 7.1
(0.8) 0. 0.2
2.0 0.2 0.2
0.1 0.2 (2.8)
1.3 1.2 (2.4)
(46.0) 9. 4.7
0.1 — —
10.1 0.3 (2.7)
(56.2) 10.2 7.4
(1.5) (0.7) (2.4)
(16.1) — —
$ (739 $ 9. 5.C
& | |
$ (1179 $ 01¢ $  0.11
$ (1179 $ 014 $  0.4C
$ (009 $ (00)$ (0.09
$ (009 $ (0.0)$ (0.09
$ (039 % — 8 —
$ (039 $ — 3 —
$ (159 $ 016 $ 0.7
$ (159 % 01 $  0.07
48.1 53. 67.7
48.1 73.: 75.€

See accompanying notes to consolidated financ&sients
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WIRELESS FACILITIES, INC.
Consolidated Statements of Stockholders' Equity

Years ended December 31, 2002, 2003 and 2004

(in millions )
Convertible Preferred
Stock Common Stock Retained Accumulated
Additional Earnings Other Comprehensive
Paid-In (Accumulated Comprehensive Income
Shares  Amount Shares  Amount Capital Deficit) Loss (Loss) Total
Balance, December 31, 2001 0.1 — 472 $ — 3 214.¢ $ (36.1) $ 0.2 $ 178.%
Issuance of Series B convertible
preferred stocl 0.1 — — — 44.¢ — — 44.¢
Issuance of common stock for
exercise of stock options — — 11 — 4.1 — — 41
Issuance of common stock under
employee stock purchase plan — — 0.E — 2.8 — — 2.8
Net loss — — — — — (73.9) — (73.9) (73.¢)
Foreign currency translation (los — — — — — — (2.8) (2.9) (2.9)
Net realized investment lo — — — — — — — — —
Total comprehensive loss — — — — — — — (76.€)
I —
Balance, December 31, 2002 0.2 — 48.¢ — 266.€ (109.9 (3.0 153.7
Conversion of Series A convertible
preferred stocl 0.2 — 7.C — — — — —
Issuance of common stock for
exercise of stock options — — 6.4 0.1 27.¢ — — 27.¢
Issuance of common stock under
employee stock purchase plan — — 0.4 — 1t — — 1.t
Employee stock compensation — — — — (6.2 — — 6.2
Employee note receivable — — — — 0.1 — — — 0.1
Tax benefit from exercise of stock
options — — — — 2 — — 7.2
Net income — — — — — 9.5 — 9.5 9.5
Foreign currency translation lo — — — — — — (2.0) (2.0) (2.0
Total comprehensive loss — — — — — — — 8.5
I —
Balance, December 31, 20 0.1 — 62.€ 0.1 309.€ (200.9 (4.0) 205.%
Conversion of Series B convertible
preferred stock 0.2) — 6.4 — — — — —
Issuance of common stock for
exercise of stock options — — i3 — 2 — — 7.2
Issuance of common stock under
employee stock purchase pl — — 0.€ — 3.4 — — 34
Employee stock compensation — — — — 0.z — — 0.2
Adjustment of tax benefit from
exercise of stock optior — — — — (0.7) — — (0.7)
Net income — — — — — 5.0 — 5.C 5.C
Foreign currency translation gain — — — — — — 0.2 0.2 0.2
Total comprehensive income — — — — — — — 5.2
I S—
Balance, December 31, 2004 — % — 711 $ 01 $ 319.6 $ (95.9 $ (3.9) $ 220.%
I B S N | |

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

Consolidated Statements of Cash Flows

Years ended December 31, 2002, 2003 and 2004

(in millions )

Operating activities

Income (loss) from continuing operations before ualative effect of change in

accounting principle

Adjustments to reconcile net income (loss) fromttaring operations to net ce

provided by continuing operatior
Depreciation and amortizatic
Provision (credit) for doubtful accour
Asset impairment chargs
Provision for (benefit from) deferred income ta
Deferred tax asst
Equity loss in unconsolidated affiliat
Tax benefit from stock optior
Stock compensatia
Other
Changes in assets and liabilities, net of acqaissti
Accounts receivabl
Accounts receivab—related party
Contract management receivak
Income taxes receivah
Prepaid expenst
Other asset
Accounts payabl
Accrued expense
Tax contingencie
Accrual for contingent acquisition considerat
Accounts payab—related part)
Contract management payahb
Billings in excess of costs on completed contr.
Accrual for unused office spa
Income tax payabl
Other liabilities

Net cash provided by continuing operatis

Loss from discontinued operatio
Changes in net assets and liabilities of discoetinaperation

Net cash used in discontinued operati

Net cash provided by operating activit
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2002 2003 2004

$  (56.2) 10.2 7.4
9.4 9.6 7.4
1.2) 0.€ 0.7)
21.1 2.2 —
11.€ 0.9 2.7)
— (1.E) (1.8)
0.2 0.1 3.1
— 2 (0.7)
— 6.2 0.2
0.6 0.1 —
14.7 (23.9) (30.6)
0.2) 2 0.2
3. 1.4 0.
0.1 (8.7) —
2.C (0.1) (0.8)
12.€ (0.1) (2.4)
(1.9) 5.8 12.1
(1.2) 3.1 2.9
5.3 1.6 (1.1)
— 3.8 14.7
(1.5) (0.E) 1.0
1.4 (4.€) 4.1
4.4 (1.€) (1.0)
7.6 (5.4) (1.0
— — 4.C
(1.0 1.7 0.2)
31.€ 8.C 9.2
(1.5) (0.7) (2.4)
0.1 (0.E) 1.7
(1.4) 1.2) 0.7)
30.2 6. 8.5




Investing activities

Purchase of shc-term investment — (37.9) —
Sale/maturity of shc-term investment — 2.2 27.t
Investment in unconsolidated subsidi — — (1.0
Cash paid for contingent ei-out consideratiol — — (8.3
Cash paid to acquire businesses, net of cash ezt — (10.9 (53.9
Capital expenditure (3.7 (7.4) (7.9)
Net cash used in investing activiti 3.7 (53.9 (43.5)
Financing activities
Proceeds from issuance of preferred stock, netsoiince cos 44.¢ — —
Proceeds from issuance of common si 4.8 29.4 7.3
Issuance of common stock under employee stock peecplar 2.8 1.t 3.4
Net borrowings (repayment) under line of cre (33.0 — —
Repayment of capital lease obligatic (5.6 (2.5 (0.5
Repayment of notes payal (0.€) (0.7) —
Net cash provided by financing activiti 134 27.1 10.z
Effect of exchange rate on cash and cash equi 1.9 (1.2 0.1
Net increase (decrease) in cash and cash equis 38.C (20.0 (24.7)
Cash and cash equivalents at beginning of 61.1 99.1 79.1
Cash and cash equivalents at end of $ 991 $ 791 $ 544
L] L] L]
Supplemental disclosure of cash flow informati
Cash paid during the year for inter $ 14 $ 04 $ 0.4
Net cash (paid) refunded during the year for incoaxes $ 08 % 0 $ (03
Supplemental disclosures of r-cash investing and financing transactic
Fair value of assets acquired in acquisiti $ — $ 201 $ 621
Cash paid for acquisitior — (12.9) (55.0
Liabilities assumed in acquisitiol $ — $ 84 $ 7.1

See accompanying notes to consolidated financitdsients.
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WIRELESS FACILITIES, INC.
Notes to Consolidated Financial Statements
Years ended December 31, 2002, 2003 and 2004

Note 1. Organization and Summary of SignificanAccounting Policies
(a) Description of Business

Wireless Facilities, Inc. ("WFI") was irdtly incorporated in the state of New York on Deb@m19, 1994, commenced operations in
March 1995 and was reincorporated in Delaware BB19VFI conducts business in three segments: Véseletwork Services, Government
Network Services and Enterprise Network ServiceBl W an independent, global provider of outsourceshmunications and secur
systems engineering and integration services fmtineless communications industry through its \lése Network Services division
("WNS"), the U.S. government through its Governmieatwork Services division ("GNS"), WFI Governmé&grvices, Inc., and enterprise
customers through its Enterprise Network Servigéeisidn ("ENS").

(b) Principles of Consolidation

The consolidated financial statements ihelthe accounts of WFI and its wholly-owned andarigj-owned subsidiaries. WFI and its
subsidiaries are collectively referred to hereithes"Company."

In 2003, the Company acquired three priyateld companies as part of our Enterprise Netw&uolutions segment (now Enterprise
Network Services) that provides voice, data, ségusiystem design, deployment, integration and toaing for enterprise networks. In 20(
the Company acquired two privately-held compangepaat of our Government Network Services segnfaitprovides systems engineering,
systems integration and the outsourcing of techsievices such as operational test and evaluatidnprogram management. See Note 5 for
additional details regarding these acquisitions.

All inter-company transactions have beémielated in consolidation. Investments in uncordatied affiliates are accounted for using the
cost method and represent companies in which timep@noy owns less than 20% and for which the Compasyno significant influence.

(c) Fiscal Calendar

The Company operates and reports using%85&eek fiscal year ending the last Friday in Deler. As a result, a fifty-third week is
added every five or six years. Our 52 week fisearg consist of four equal quarters of 13 weekh,eaw our 53 week fiscal years consist of
three 13 week quarters and one 14 week quarterfiffdwecial results for our 53 week fiscal years and 14 week fiscal quarters will not be
exactly comparable to our 52 week fiscal yearsauirdl3 week fiscal quarters. However, the fiscalqus presented in this Annual Report on
Form 10-K are comparable. For presentation purp@dkfiscal periods presented or discussed inrdi®rt have been presented as ending on
the last day of the nearest calendar month. Fanple our 2004 fiscal year ended on December 314 20owever, our 2003 fiscal year
ended on December 26, 2003, but we present our {4368 year as ending on December 31, 2003.

(d) Cash Equivalents and Short-Term Investments

The Company's cash equivalents consigsdfighly liquid investments with an original matymof three months or less when purchased
by the Company. The Company's short-term investsnemtsist of corporate notes and bonds and U.&rgment and agency securities.

The Company has evaluated its investmanascordance with the provisions of Statement pékcial Accounting Standards (SFAS)
No. 115, "Accounting for Certain Investments in Dahd
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Equity Securities." Based on such evaluation, tbem@any's management has determined that all ohiéstment securities are properly
classified as available-for-sale. Based on the Gowis intent and board-approved investment poliits ability to liquidate debt securities
maturing after one year, the Company classifieb short-term investment securities within curresgeds. Available-for-sale securities are
carried at fair value, with unrealized gains arsb&s reported as a separate component of Stocksididity within the caption

"Accumulated Other Comprehensive Loss." The amadltizost basis of debt securities is periodicaliystéd for amortization of premiums
and accretion of discounts to maturity. Such aratibn is included as a component of interest ire¢expense). The amortized cost basis of
securities sold is based on the specific identificamethod and all such realized gains and logsesecorded as a component within other
income (expense), net. Interest and dividends ourdies classified as available-for-sale are ideldiin interest income. The amortized cost
and fair value basis of short-term investmentsetdinber 31, 2004 was as follows (in millions):

December 31, 2004

Fair Value
Amortized Cost
Basis Basis

Cash and cash equivalents:
Cash $ 19.c $ 19.cC
Money marke 28.C 28.C
U.S Government and agency securi 5.2 5.2
Corporate securitie 2.2 2.2
Cash and cash equivalel 54.4 54.4

Short-term investments:

Corporate notes and bon 6.3 6.3
U.S. government and agency securi 1.3 1.3
Shor-term investment 7.€ 7.€
Cash and cash equivalents and sterm investment $ 62.C $ 62.C

Debt securities recorded at fair value, matur
Within one yea $ 7€
After one year through five yea —

0524

Debt securities recorded at fair va 7.6

Net unrealized gains on short-term investisiewhich is included as a component of stockhsldmuity, were $0.004 million and
$0.03 million, at December 31, 2003 and 2004. Redliosses recorded during the year ended Dece3ib@003 was $0.01 million. Realiz
gain recorded during the year ended December 34 2@s $0.05 million. Debt securities include cogte and government notes and bonds.

(e) Property and Equipment, Net

Property and equipment consists primarilganputer, field testing and office-related equgmand is recorded at cost. Equipment
acquired under capital leases is recorded at #sept value of the future minimum lease paymergpré&iation is calculated using the
straightline method over the estimated useful life of easet, which is one to three years for computeipetgnt and five years for furnitu
and office equipment. Equipment acquired undertabf@ases is amortized over the shorter of theddarm or the estimated useful life of the
asset. Improvements, which significantly improve antend the useful life of an asset, are capédliExpenditures for maintenance and
repairs are charged to operations as incurred.

(f) Goodwill and Other Intangible Assets, Net
Goodwill represents the excess of the mselprice over the fair value of net assets puethftem acquired companies.
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The Company adopted SFAS No. 142, on Jgriy&2002. SFAS No. 142 superseded Accounting il Board Opinion No. 17,
"Intangible Assets," and discontinued the amoritiwadf goodwill and intangible assets with indeténuseful lives associated with purchase
business combinations. In addition, SFAS No. 14Rigtes provisions regarding the reclassificatiomieen goodwill and identifiable
intangible assets in accordance with the new diefinof intangible assets set forth in SFAS No.,I4Blsiness Combinations," the
reassessment of the useful lives of existing filifeeintangible assets, and the annual testingrfgrairment of existing goodwill and other
intangible assets with indefinite lives. In accardawith the adoption of SFAS No. 142 on JanuaB0D2, the Company ceased the
amortization of goodwill, and completed the reqditensitional impairment test, which resulted mimpairment charge of $16.1 million (:
Note 2(b)). The Company alsc-evaluated the classifications of its existing ingfole assets and goodwill in accordance with SR&S141.
As a result, the Company reclassified $2.0 millidmssembled workforce net of amortization, frotaigible assets to goodwill, because
such assets no longer met the definition of antifiable intangible asset under the provisions BAS No. 141. In accordance with SFAS
No. 142, the Company conducts, at a minimum, am@nmpairment test of goodwill in the fourth quearof each fiscal year, or earlie
triggering events or circumstances warrant an acatld review for potential impairment. In 2002 aalditional impairment charge was
recorded in the amount of $14.6 million as a restittiggering events that indicated impairment.

(g) Revenue Recognition

The Company provides services for thremary types of contracts: fixed-price long-term ey, time and materials; and contract
management and out of pocket reimbursables. Thep@oynrealizes a significant portion of its reveifmaen longterm contracts and accoul
for these contracts under the provisions of StatémEPosition (SOP) 81-1, "Accounting for Perfomme of Construction-Type and Certain
Production-Type Contracts." Revenue on fixed-pciaetracts is recognized using the percentage-ofptetion method of accounting based
on the ratio of total costs incurred to date coragdo estimated total costs to complete the contEstimates of costs to complete include
materials, direct labor, overhead, and allowableegal and administrative expenses. While the Compeanerally does not incur a material
amount of set-up fees for its projects, such cifsésyy, are excluded from the estimated total €tstcomplete the contract. Cost estimates are
reviewed monthly on an individual contract basig] are revised periodically throughout the lifaled contract such that adjustments to pi
resulting from revisions are made cumulative todhge of the revision. The full amount of an esteddoss associated with a contract is
accrued and charged to operations in the perigddétermined that it is probable a loss will belimed from the performance of the contract.
Significant management judgments and estimatekidimy the estimated costs to complete projectschvtietermine the project's percent
complete, must be made and used in connectionthéthevenue recognized in any accounting periothérfuture, the Company may realize
actual results that differ from current estimates.

Accordingly, the revenue we recognize given financial reporting period depends on (1)dbsts the Company has incurred for
individual projects, (2) our then current estimaftéhe total remaining costs to complete the indlial projects and (3) current estimated
contract value associated with the projects. Invaveless network services business, the estimaiattact value and costs are impacted by
the estimated number and mix of site types thatag be assigned. If, in any period, we significainitrease or decrease our estimate of the
total costs to complete a project, and/or reduda@ease the associated contract value, revemuibdbperiod would be impacted. To the
extent that our estimates fluctuate over time tiedfrom actual results, gross margins in subsatjperiods may vary significantly from our
estimates. Material differences may result in tim®ant and timing of our revenue for any period &magement made different judgments or
utilized different estimates.

54




Many of the Company's contracts are mastarice agreements under which the Company is actett to provide services to deploy a
pre-determined and specific number of sites inifipageographic markets. These contractual arrargeswith the Company's customers
typically include milestone billings. The milestob#ing clauses relate specifically to the timiofcustomer billings and payment schedules,
and are independent of the Company's right to payared the timing of when revenue is recognizediddrthe terms of substantially all of
the Company's contracts, if a contract is termuhatgghout proper cause by the customer, if theamst creates unplanned/unreasonable time
delays, or if the customer modifies the contraskséscope, the Company has contractual rightsrtbregsement in accordance with the terms
and conditions regarding payment for work perforpird not yet billed (i.e., unbilled trade accourgseivable) at a gross profit margin th:
consistent with the overall project margin. Furthere, certain additional provisions indemnify then@pany for additional or excess costs
incurred, whereby any scope reductions (i.e., rédidn original number of sites) or other modificas are subject to reimbursement of ¢
incurred to date with a reasonable profit margisdobon the contract value and completed work &tithe. The inherent aforementioned
risks associated with the presence of potentiatiglanilestone billings" or "reductions in scopa’e reflected in the Company's ongoing
periodic assessment of the "total contract valuel'the associated revenue recognized. Total néflechaccounts receivable at December
2003 and 2004 were $45.1 million and $56.0 milli@spectively.

Revenue from time and materials contracte¢ognized when it is realized or realizable eahed, in accordance with Staff Accounting
Bulletin (SAB) 101, as revised by SAB 104 (recoguizvhen services are rendered at contracted lates, iwhen materials are delivered and
when other direct costs are incurred). Additionaigsed on management's periodic assessment altbetibility of its accounts receivable,
credit worthiness and financial condition of cusérs) the Company determines if collection is reabbnassured prior to the recognition of
revenue.

(h) Allowance for Doubtful Accounts

The Company maintains an allowance for dfoilaccounts for estimated losses resulting framihability of its customers to make
required payments, which results in bad debt exparanagement periodically determines the adeqahthyis allowance by evaluating the
comprehensive risk profiles of all individual custer receivable balances including, but not limtiedthe customer's financial condition and
overall current economic conditions. Additionaly) certain contracts whereby the Company perfoengces for a prime/general contract
a specified percentage of the invoiced trade adsawceivable may be retained by the customer tirgtiproject is completed. The Company
periodically reviews all retainages for collectityiland records allowances for doubtful accountemvleemed appropriate, based on its
assessment of the associated credit risks. Td&heges included in accounts receivable were §illliibn and $1.4 million at December 31,
2003 and 2004, respectively. Changes to estimétssniract value are recorded as adjustments &ney and not as a component of the
allowance of doubtful accounts.

() Income Taxes

The Company records deferred tax assetdiaritities for the future tax consequences atttithle to differences between the financial
statement carrying amounts of existing assetsiahdities and their respective tax bases and djpgrdoss and tax credit carryforwards.
Deferred tax assets and liabilities are measuried) ehacted tax rates expected to apply to taxabteme in the years in which those
temporary differences are expected to be realikd.effect on deferred tax assets and liabilities change in tax rates is recognized in
income in the period that includes the enactmets.da

The Company maintains a valuation allowamt¢he portion of the deferred tax assets for twitics more likely than not that the
Company will not realize the benefits of theseadasets in future tax
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periods. The valuation allowance is based on estisnaf future taxable income by tax jurisdictionmihich the Company operates, the nun
of years over which the deferred tax assets willdmeverable, and scheduled reversals of defeaveliabilities.

In assessing the realizability of defert@dassets, management considers, on a periods; bdwether it is more likely than not that sc
portion or all of the deferred tax assets will hetrealized. During fiscal 2003, the Company reglizonsecutive quarters of consolidated
profitability. This favorable trend, combined wiitrecasted future growth in consolidated operagirafits, resulted in a 2003 decrease to the
allowance for deferred tax assets of $7.6 milliesulting in a net three percent income tax befafithe year ended December 31, 2003.
During fiscal 2004, the Company recorded a decraatiee allowance for deferred tax assets of $2lBomresulting in a net 57% income tax
benefit for the year ended December 31, 2004. ESr purposes, the Company is in a cumulative booktposition as of December 31,
2004, and consideration is given to future taxaideme, including the reversal of temporary diffeves and 2005 projected taxable income,
in evaluating the recoverability of its U.S. deézgtitax assets and the corresponding valuation afioe/related to the assets. Unlike the
Company's U.S. tax position, its foreign operatiaresin a cumulative book loss position. Pursuauthé provisions of SFAS No. 109,
"Accounting for Income Taxes," limited consideratis given to the Company's future foreign incoméetermining the recoverability of its
foreign deferred tax assets and the related valuatiowance. Accordingly, management believe<tireent valuation allowance on deferred
tax assets is sufficient and properly stated aebdxer 31, 2004.

(j) Stock-Based Compensation

The Company applies the intrinsic valueedlamethod of accounting as prescribed by AccourRimgciples Board (APB) Opinion
No. 25, "Accounting for Stock Issued to Employeast] related interpretations including Financial duating Standards Board (FAS
Interpretation No. 44, "Accounting for Certain Tsaetions involving Stock Compensation an interpi@taof APB Opinion No. 25" to
account for its stock option plans. Under this rodffcompensation expense is measured on the dgtardfonly if the then current market
price of the underlying stock exceeded the exeimige and is recorded on a straight-line basis theapplicable vesting period. SFAS
No. 123, "Accounting for Sto-Based Compensation" established accounting atbdige requirements using a fair value-based ndediio
accounting for stock-based employee compensatamsplAs allowed by SFAS No. 123, the Company hected to continue to apply the
intrinsic value-based method of accounting desdrdd®ove, and has adopted the disclosure requiremésFAS No. 123, as amended by
SFAS No. 148, "Accounting for Stock-Based Compdosat-Transition and Disclosure.”

Under SFAS No. 123, the weighted averagevfdue of stock options granted during 2002, 2888 2004 was $4.27, $9.95 and $8.49
respectively, on the date of grant. The weighteztaye estimated fair values of shares granted uhddétmployee Stock Purchase Plan (see
Note 10(c)) during 2002, 2003, and 2004 was $48M1, and $6.00 respectively. Fair value underSR&. 123 is determined using |
Black-Scholes option-pricing model with the followgi assumptions:

2002 2003 2004
Expected term
Stock options 3 year 3 year 4 year
Employee Stock Purchase pl 6 month: 6 month: 6 month:
Interest rate 3.1(% 2.11% 3.42%
Volatility 142% 105% 96%

Dividends — — —

The increase in the expected term of stgtlons in 2004 is a result of an increase in tbgting period of new stock options granted by
the Company.
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Had compensation expense been recognizedidick-based compensation plans in accordanceS#HA&S No. 123, the Company would
have recorded the following net income (loss) agidimcome (loss) per share amounts (in millionsegk per share amounts):

2002 2003 2004
Net income (loss $ (73.¢) $ 95 $ 5.C
Actual stock-based compensation expense includedtin
earnings — 6.3 0.2
Total stock-based employee compensation expense
determined under fair value based method for adirde (28.9 (20.7) (16.9)
Pro forma net los $ (102.2) $ 49 $ (113
Earnings (loss) per common share
Basi—as reportel $ (153 $ 01¢ $  0.07
Basic—pro forma $ (212) $ (0.09 $ (0.16)
Diluted—as reporte: $ (1539 $ 01 $ 0.07
Diluted—pro forma $ (2.12) $ (0.09 $ (0.19)
Weighted average shares
Basi—as reportet 48.1 53.4 67.7
Basic—pro forma 48.1 53.4 67.7
Diluted—as reportel 48.1 73.5 75.8
Diluted—pro forma 48.1 53.4 67.7

(k) Net Income per Common Share

The Company calculates net income (loss¥pare in accordance with SFAS No. 128, "EarnipgsShare”. Under SFAS No. 128, bi
net income (loss) per common share is calculatedivigting net income (loss) by the weighted-averagmber of common shares
outstanding during the reporting period. Diluted ineome (loss) per common share reflects the effecpotentially dilutive securities.
Weighted average shares used to compute basidlatetichet income (loss) per share are presentiedvid@ millions):

2002 2003 2004
Weighted average shares, be 48.1 53.4  67.7
Dilutive effect of stock option — 4.9 3.C
Dilutive effect of Series A Convertible Preferretb&k — 6.C —
Dilutive effect of Series B Convertible Preferre&k — 9.C 5.1
Weighted average shares, dilu 48.1 73.2  75.t
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The following instruments were not includedhe calculation of diluted net income (loss) pleare because the effect of these
instruments was anti-dilutive (in millions):

2002 2003 2004
Stock options 4.¢ 1.t 5.C
Series A Convertible Preferred Stc 6.7 —
Series B Convertible Preferred Stc 5.3 — —
Warrants — — —
Contingently issuable shar 0.1 — —
Total ant-dilutive instrument: 17.C 1kt 5.C
| | |
Average per share market value of common s $ 508 $ 105 $ 9.8C
| | |
Average outstanding stock option price per sl $ 811 % 9.2z $ 9.3C

() Impairment of Long-Lived Assets and Long-LivedAssets to Be Disposed Of

On January 1, 2002, the Company adoptedSINé 144, "Accounting for the Impairment or Disglsf Long-Lived Assets", which
addresses financial accounting and reporting feiitipairment or disposal of long-lived assets. WHBFAS No. 144 supersedes SFAS
No. 121, "Accounting for the Impairment of Lc¢-Lived Assets and for Long-Lived Assets to be Digmb Of", it retains many of the
fundamental provisions of SFAS No. 121, includihg tecognition and measurement of the impairmetdraf-lived assets to be held and
used, and the measurement of long-lived assets tlisbosed of by sale. Loriged assets and certain identifiable intangiblesraviewed fo
impairment whenever events or changes in circurnstimdicate that the carrying amount of an assgtmot be recoverable. Recoverability
of assets to be held and used is measured by aacimmp of the carrying amount of the assets toréuhet cash flows (undiscounted and
without interest) expected to be generated by $setalf such assets are considered to be impdivednpairment to be recognized is
measured by the amount by which the carrying amofitite assets exceeds the fair value of the agsssgts to be disposed of are reporte
the lower of the carrying amount or fair value lessts to sell.

During fiscal year 2002, the Company anadlythe results of operations and projected futash dlows associated with certain office
equipment, and determined that impairment exiséedordingly, the Company recorded impairment chamgfe$1.2 million and related
penalties on leased equipment of $0.6 million duthre first quarter of 2002. These amounts werenaponent of asset impairment and other
charges in the Company's consolidated results efatipns. During the fourth quarter of fiscal 200% Company assessed the utilization of
its project equipment and determined that certquipgment was idle and technologically impaired. Sthevere primarily older assets which
could no longer effectively nor efficiently be ig&d on existing or upcoming domestic and inteorati customer contracts. Due to the nature
of this equipment and its dependence on currehttdogy, the salvage value associated with sucipetgnt was deemed to be nominal.
Based on these combined facts and circumstanee€dmpany concluded that impairment existed aretetbre, recorded an impairment
charge totaling $2.2 million in the fourth quartér2003.

(m) Fair Value of Financial Instruments

SFAS No. 107, "Disclosures about Fair Vafi€inancial Instruments," requires that fair vedbe disclosed for the Company's financial
instruments. The carrying amounts of cash and egslvalents, short-term investments, accounts vabé, accounts receivablelated party
contract management receivables, income taxesvedaiej accounts payable, accounts payable-relatey, mccrued expenses, contract
management payables and income taxes payable appatexair value due to the short-term nature ek¢hinstruments.
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(n) Comprehensive Income (Loss)

SFAS No. 130, "Reporting Comprehensive ine@ establishes rules for the reporting of comensive income (loss) and its
components. Comprehensive income (loss) for thesyeaded December 31, 2002, 2003 and 2004 inchuetaéacome (loss), realized
investment loss on available-for-sale securitieds faneign currency translation adjustments.

(o) Foreign Currency Translation

In accordance with SFAS No. 52 "Foreignréocy Translation," the financial statements of@wenpany's foreign subsidiaries where
the functional currency has been determined tdbddcal currency are translated into United Stdt#lars using year-end rates of exchange
for assets and liabilities and rates of exchangedpproximate the rates in effect at the transaatate for revenues, expenses, gains and
losses.

(p) Concentration of Credit Risk

Financial instruments, which potentiallypgct the Company to concentrations of credit reglgsist principally of cash and cash
equivalents, short-term investments, trade accaegtsvable and contract management receivablesmas, cash and short-term investment
balances held in financial institutions are in esscef federally insured limits. The Company perfeqeriodic evaluations of the relative cr
standing of financial institutions and limits th@aunt of risk by selecting financial institutiongtiiva strong relative credit standing.

(q) Use of Estimates

The preparation of financial statementsdnformity with Generally Accepted Accounting Piiles in the United States (US GAAP)
requires management to make estimates and assas it affect the reported amounts of assetsiabitities, the disclosure of contingent
assets and liabilities at the date of the finarstialements and the reported amounts of revenuesx@enses during the reporting period. In
the future, the Company may realize actual reshéisdiffer from the current reported estimates.

(r) Reclassifications
Certain prior period amounts have beerassified to conform with the current period preagan.
(s) Recent Accounting Pronouncements

In December 2004, the FASB issued StatemfeRinancial Accounting Standards No. 123 (revigé@4) "ShardBased Payment" (SF£
No. 123R). SFAS No. 123R requires public compatoaseasure the cost of employee services receivedahange for an award of equ
instruments based on the grant-date fair valub@ftvard. The cost will be recognized over thegokediuring which an employee is required
to provide service in exchange for the award. SN8S123R requires public companies to measuredbeaf employee services received
based on its current fair value and to remeasurie awards at each reporting date through the sedtiedate. This Statement is effective for
reporting periods beginning after June 15, 200% Chmpany has not completed its analysis of thimagtd impact of adopting the
provisions of SFAS No. 123R. If the Company congisito use the Black Scholes method, the Compars/miuiebelieve the impact will be
materially different than the pro forma disclosiméote 1 (j).

In January 2003, the FASB issued InterpiaiadNo. 46 (FIN 46), "Consolidation of Variabletémest Entities." FIN 46 requires an
investor with a majority of the variable interefisimary
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beneficiary) in a variable interest entity (VIE)donsolidate the entity and also requires majauitgt significant variable interest investors to
provide certain disclosures. A VIE is an entityihich the voting equity investors do not have ataling financial interest or the equity
investment at risk is insufficient to finance thity's activities without receiving additional sardinated financial support from the other
parties. Development-stage entities that havedefft equity invested to finance the activitiesythee currently engaged in and entities that
are businesses, as defined in FIN 46, are notdered VIEs.

The provisions of FIN 46 were effective imaiately for all arrangements entered into with Nd&s created after January 31, 2003. In
October 2003, the FASB deferred the effective datelN 46 for pre-existing VIES to no later thanbFgary 2004. In December 2003, the
FASB issued a revision to FIN 46 (FIN 46-R), whinhorporated the October 2003 deferral provisiarns @arified and revised the
accounting guidance for VIEs. All VIEs, regardle$svhen created, are required to be evaluated urided6-R no later than the quarter
ended March 31, 2004. During the first quarter @4, the Company evaluated a partnership thaé#tted and determined that it met the
characteristics of a VIE and the requirements forsolidation pursuant to the provisions of FIN 4§SRe Note 14.)

In December 2003, the FASB issued SFAS18a. (revised 2003), "Employers' Disclosures abautsibns and Other Postretirement
Benefits." SFAS No. 132 revises employers' disales@about pension plans and other postretiremenfite by requiring additional
disclosures such as descriptions of the typesasf @bsets, investment strategies, measurement plate®bligations, cash flows and
components of net periodic benefit costs recognilzethg interim periods. The statement does nohghdhe measurement or recognition of
the plans. This statement was effective for finahsiatements with fiscal years ending after Deaamb, 2003 and quarters beginning after
December 15, 2003. The Company has reviewed SFAS 3®and has determined it did not have a matenéct on its operating results
and financial position.
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Note 2. Goodwill and Other Intangible Assets

The changes in the carrying amounts of galbend other intangible assets by operating sagrfor the year ended December 31, 2004,
are as follows (dollars in millions):

Wireless Enterprise Government
Network Network Network
Services Services Services Total
Goodwill
Balance as of January 1, 2C $ 255 % — — $ 25t
Acquisitions — 5.1 — 5.1
Adjustments — (0.5 — (0.5
Earr-out consideratiol — 0. — 0.
Balance as of December 31, 2( 25.k 5.E — 31.C
Acquisitions — — 44.¢ 44.¢
Adjustments — (0.2 0.¢ 0.€
Earr-out consideratiol — 5.6 0.4 6.4
Balance as of December 31, 2( $ 25t % 112 $ 45¢ $ 82.¢

Other intangibles, net

Balance as of January 1, 2C $ — $ — $ — $ —
Acquisitions — 2.8 — 2.8
Amortization expens — (0.9 — (0.9

Reclassification to property and equipm — — — —
Foreign exchange translation I — — — —

Balance as of December 31, 2( — 1.¢ — 1.¢
Acquisitions — 5.5 5.k
Amortization expens — (0.5) (0.5) (1.0)

Balance as of December 31, 2( $ — $ 14 $ 50 $ 64

.| | .| |

Total goodwill and other intangibles, net $ 255 % 12€ $ 50.¢ $ 89.(

IEEEEE— IS B S
As of December 31, 2004

Weighted Average

Gross Accumulated Amortization
Value Amortization Net Value Period (years)
Acquired Intangible Asse!
Customer relationshir $ 2.€ (0.5) 2.1 6.8
Contracts and Backlc 4.€ (2.0 3.6 4.8
Non-compete agreemer 0.7 (0.2 0.t 3.3
Trade name 0.4 (0.2 0.2 2.7
Total $ 82 $ 19 $ 64 4.5

Aggregate Amortization Expen: $ 0.6

Estimated amortization expen:

For year ended 12/31/( $ 1.1
For year ended 12/31/( $ 1.1
For year ended 12/31/( $ 1.C
For year ended 12/31/( $ 0.7
For year ended 12/31/( $ 0.€
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(a) Impairment of Goodwill and Other Intangible Assets

During the first quarter of 2002, the Comga operations in Europe, the Middle East andcaff'EMEA") experienced an accelerated
decline in revenue from its business consultingggus) and network management (Telia Contractipgjaiing segments. The initial EMEA
2002 operating plan assumed that the European tsddteconsulting and network management servicaddvrealize a modest level of
growth. Specifically, the initial 2002 operatingplassumed that new service contracts would bei@dor extended, accounting for a
significant portion of the 2002 budgeted revenug esrresponding revenue growth in 2003. Furthertbese contracts were anticipated to
have high margins that are typical of pre-deployniersiness consulting service contracts. For thwor management segment, the initial
2002 operating plan assumed the renewal of cectaitracts in mid-year 2002 which were expectedateemominal revenue growth in 2003
and 2004.

After the finalization of the February 208&ual results for both the EMEA business consgl{Questus) and network management
(Telia Contracting) operating segments, the resgesegments posted continued declining revenuésramgins and increased selling,
general and administrative costs, primarily assalteof ongoing underutilization of billable empt®s and corporate service overhead.
Through February 2002, the overall European mart@ttinued to realize a lack of significant capéapansion with respect to the major
telecommunication carriers, as evidenced by thie ddcertain anticipated contracts as noted abBeeised 2002 financial projections for the
EMEA business consulting and network managememheats indicated ongoing probable losses with mihimprovement in subsequent
years. Furthermore, based on the current costtsteuim EMEA, it appeared unlikely that the Compavguld be able to significantly redu
related selling, general and administrative cases level that would allow for profitability for éhrespective segments. Based on these
triggering events, the Company determined undeptbeisions of SFAS No. 144 and SFAS No. 142 thmddirment existed for long lived
assets and gooduwill, respectively. Accordingly, @inment measurement analyses were prepared in ithics determined that identifiable
intangibles were fully impaired in the amount of$Hillion and that goodwill was fully impaired the amount of $14.6 million. The portion
of the charge related to goodwill is a componertgdairment of goodwill included in the Companyf®eeating expenses for the year ended
December 31, 2002, and not as a component of theletive effect of adopting SFAS No. 142 becauseuthderlying analysis is based on
information and events occurring after the adoptb8FAS No. 142. Approximately $16.2 million ofetlverall charge relates to the former
business consulting segment and $3.7 million tddhmer design and deployment segment.

(b) SFAS No. 142 Transitional and Annual ImpairmentTests

In accordance with the adoption of the miowns of SFAS No. 142, the first step of the gotldmpairment transitional test required the
Company to determine and compare the fair valiits afefined reporting units to their carrying vaduwes of January 1, 2002. The fair value
each reporting unit was determined using a dis@alioash flow valuation analysis. The carrying valakeach reporting unit was determined
by specifically identifying and allocating the atssand liabilities of the Company to each reporting based on headcount, relative revenues
or costs, or other methods as deemed appropriateabggement. Management believes that the assuraptiade for these analyses are
reasonable and consistent. During the Companyisoste of the test for impairment, the estimatedvaiues exceeded the carrying value for
each reporting unit. In 2004, the Company re-orgthits operating segments to reflect its curr@etrations and strategic direction. Effective
January 1, 2004, the Company re-organized its basiaround service lines, including three repostabgments: Wireless Network Services,
Enterprise Network Services and Government Netv@avices. The Company determined that a reportiiigruthe Company's WNS
segment did have indicators requiring measurem@ntgairment as of January 1, 2002. The Companyptetad step two of the goodwill
impairment test for this reporting unit and, congagly, a $16.1 million impairment charge is
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included in the accompanying statements of operats the cumulative effect of a change in accogrgiinciple.

The Company completed its annual impairnesitas required under the provisions of SFAS Abduring the fourth quarter of 2002
and 2003 and determined that there was no funtitéeation of impairment as of December 31, 2002 20@B. If we are required to record an
impairment charge in the future, it could have dwesse impact on our results of operations.

Note 3. Significant Transactions
(a) Loss/Benefit on Unused Office Space

In 2001, the Company recorded an accrugbiod million related to an estimated loss on edusffice space based on management's
assessment of the existing market conditions, asbleental rates and recoverability of operatiagdeexpenses for the Company's vacant
properties.

During the first quarter of 2002, the Comya operating results reflected a continued lddknprovement in the financial markets and
economic environment of the telecommunications stigu Furthermore, it was determined that the gignificant growth in several
metropolitan markets had resulted in a surplusoaimercial lease space. This surplus of availalfleeo$pace has hindered the Company's
ability to sublease its existing unused office gpas a result, management re-assessed the mariditions surrounding its unused office
space, the likelihood of achieving certain subleases and the overall recoverability of its refbtgerating lease expenses. As a result, the
Company calculated the estimated loss on unusézkafpace to increase by approximately $10.0 millaring the quarter ended March 31,
2002. The accrual for loss on unused office spaa#f ®ecember 31, 2002 was $8.9 million, net ofrapipately $1.6 million of lease
payments that were charged to the accrual for uhoB&e space.

During 2003, the Company reevaluated itswal for unused office space and determined tisagraficant portion of its corporate facil
was expected to be utilized commencing in 2004s Thange in estimate was primarily attributablthtoCompany's acquisition of HTS that
was announced in December 2003 and consummatedimy 2004. As a result, the Company recordedfiBlion reversal of the accrual
for unused office space during the fourth quarfe2G93.

The accrual for loss on unused office specef December 31, 2004 was $2.6 million, netppiraximately $1.1 million of lease
payments that were charged to the accrual of uno§ieg space. The Company estimates that the réngaaccrual will be paid through
2010.

(b) Shut Down of Network Operations Center (NOC)

Based on the continued negative resultpefations from the Company's NOC subsidiary and@wic conditions as of March 31,
2002, management approved and committed the Contpaary Exit Plan for this legal subsidiary effeetMarch 31, 2002. In accordance
with EITF 94-3, "Liability Recognition for CertailBmployee Termination Benefits and Other Costs tib &xActivity (including Certain
Costs Incurred in a Restructuring)”, the Comparpréed certain charges related to this exit plirclarges were deemed incremental and
not related to the ongoing operations of the fgcduring the "exit period"). Fixed assets with hebk value of $0.8 million were disposed of
as of March 31, 2002. These assets included cesta@tronic equipment and leasehold improvemertis mo readily determinable salvage
value. The total amount disposed is recorded asrgonent of asset impairment charges for the quaniged March 31, 2002. A charge
totaling $0.3 million, related to severance andtamnt termination costs that were deemed increrhentds associated with the shut down of
the NOC, was recognized as a component of setliegeral and administrative expenses during theejuanded March 31, 2002. The
Company's management executed the final stepingelatits exit plan whereby, effective Novembel@02, all remaining customer
contracts and
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employees were terminated and the business cepsegtions. The Company concluded that the NOC dichave material operating results
which would require discontinued operations todygorted separately. During the year ended 2002\@@€ had the following operating
results (in millions):

Revenue $ 0.2
|
Cost of revenu $ 04
[ |
Operating los: $ (2.0
[ |

At December 31, 2002, 2003 and 2004, thenice of the accruals for legal and contract teatidm costs approximated $0.3 million and
$0.1 million and $0, respectively.

(c) Discontinued Operations

During the second quarter of 2004, the Camypmade the decision to sell or otherwise divsstletwork Management business in
Scandinavia, which had previously been reportdtsiwireless Network Services segment. WFI deteeahithat this entity met the criteria to
classify it as held for sale. Accordingly, WFI hraflected this operation as discontinued in acaoezdavith SFAS No. 144, "Accounting for
the Impairment or Disposal of Long-Lived Assetsfteh actively marketing to sell this business faeajuarter, the Company made the
decision to wind-down this operation in the thingheter of 2004. As of December 31, 2004 operatien® been substantially wound-down.
For the year ended December 31, 2004, the Netwankagement business in Scandinavia generated reveh@g2.7 million and net loss of
$2.4 million for the same period. Included in thet loss for the year ended December 31, 2004 ésset impairment loss of $0.4 million and
a $1.7 million charge for estimated employee teatiam costs. A total of $0.9 million was paid irshaduring the year ended December 31,
2004, and the remaining balance of the accrueditiaht December 31, 2004 was $0.8 million relate&mployee termination costs. These
amounts will be paid during 2005. There was nad@xefit provided for these losses due to the uaiteftiture realizability of tax assets
resulting from net operating losses in Scandinaidlprior period amounts have been restated tlecethese operations as discontinued.

Note 4. Investments in Unconsolidated Affiliates
(a) Diverse Networks, Inc ("DNI")

On May 24, 2000, the Company paid $4.0iamlin cash to acquire a 16.67% percent intereBiNh, a private company that provides
network management and data center services. Thibegember 31, 2002, this investment was accoudntashder the equity method of
accounting due to the presence of significant erflee that was deemed to exist based on the sigmififtimber of contracts that WFI had
entered into with DNI and the presence of a WFIleyge on DNI's board of directors. The contractsstituted a substantial portion of the
business conducted by DNI. By the end of fiscalZ2@8e majority of the contracts between the Commard DNI had been completed. This
resulted in the Company concluding effective Japda003, that significant influence no longersted. Accordingly, the investment in DNI
no longer met the conditions for the use of eqguigthod of accounting and accordingly, the investrhaes been accounted for under the cost
method since January 1, 2003. The equity in easrirggn this investment during the period this irwent was accounted for under the
equity method of accounting were classified withiher income (expense) in the Company's consolidstetements of operations. The
balance of the Company's investment in DNI at Ddimm31, 2003, totaled $3.1 million and is classifom the consolidated balance sheet
under the caption investment in unconsolidatediafis. During June 2004, the Company determinaslet upon events occurring in the
second quarter of 2004 at Diversified Networks, [RDNI"), that there was an other than temporanpairment of its investment in DNI.
Specifically, DNI reported
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that it was losing a significant customer and gwth loss would result in reduced gross marginspaoiitability. Additionally, DNI reported
that it would need a cash infusion before the drti@year to fund operations and working capigguirements. Accordingly, the Company
concluded that the full carrying value of $3.1 ioifl was impaired. The write-off of $3.1 millioniisflected in impairment of investment in
unconsolidated affiliate and other income (expensex in the accompanying consolidated statenmafraperations.

(b) CommVerge Solutions, Inc.

On July 21, 2000, the Company acquired4,33b shares of Class B convertible Preferred Seéc€kommVerge Solutions, Inc., a
privately-held wireless network planning and depteynt company. The investment totaled $5.0 millmeash and is accounted for using the
cost method of accounting. In 2001, an adjustmexs required to reflect an impairment charge of $illion as a result of a variety of
factors including the capital raised in the invesdinancing transaction in January 2002, whichcaited that the value of the Company's
investment had significantly declined. The balaotthe Company's investment in CommVerge Solutitms, at December 31, 2004 totals
$0.9 million and has been classified on the codatdid balance sheet under the caption investmemidonsolidated affiliates. One of the
Company's Directors is also a Director of CommVeBgéutions, Inc.

(c) Tactical Survey Group, Inc.

On February 23, 2004, the Company paid 8ildn in cash to acquire an 11.4% interest ircfial Survey Group, Inc. (TSG), a
privately-held company that provides expertiseémaloping, deploying and integrating tactical syrsgstems for use in government and
commercial applications. Pursuant to the provisim&PB Opinion No. 18, "The Equity Method of Acatting for Investments in Common
Stock" (APB 18), this investment is accounted foder the equity method of accounting due to thegmee of significant influence deeme
exist based on the significant number of contr@sthe Company has entered into with TSG angbtesence of a Company employee on
TSG's board of directors. The equity in earningsifthis investment is classified within Other ine(expense) in the Company's
consolidated statements of operations. The balafitee Company's investment in TSG at Decembe304, totaled $1.2 million and has
been classified on the consolidated balance siekruhe caption "Investment in unconsolidatediafés."

Note 5. Acquisitions

On February 13, 2003, the Company acquaheaf the outstanding capital stock of Suntecht8ys, Inc., a company that provides
subcontracting services primarily for general cactiors and enterprise customers for the desigrinatallation of commercial electrical
systems. This acquisition was part of the Compathy&rsification strategy. Initial considerationnsisted of a cash payment totaling
$1.8 million. The acquisition was accounted for emnthe provisions of purchase method accountirag@ordance with Statement of Finan
Accounting Standards No. 141 (SFAS No. 141) "Bussn@ombinations". The consideration was allocateté fair value of tangible and
identifiable intangible net assets acquired. Thaeeg purchase price paid over the fair value afitde and identifiable intangible net assets
acquired, was recorded as $1.0 goodwill and puethagangible assets of $.6 million, which is priityacomprised of customer relationships
will be amortized over the estimated useful life&sofears. Included in the stock purchase agreemenprovision whereby the Company has
agreed to pay the selling shareholders additiomasicderation that is contingent upon the acquirgityes successful achievement of specific
annual earnings targets for each of the years grid@tember 31, 2003, 2004 and 2005 and the cowatieogployment of certain individuals.
The Company recorded the first-year accrual foitamthl contingent consideration totaling $3.4 ioifi related to the achievement of the
earnings targets for the year ended December 3B. Zpproximately $2.5 million of this payment wasorded as compensation expense in
accordance with
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continued employment clauses of the purchase agmtefhe remaining $0.9 million amount was recordgédditional purchase
consideration and reflected as goodwill as of Ddmm31, 2003 because the related recipient doesavet continued employment as a
condition of receiving the contingent payment. Paghof the $3.4 million was made on February 1®42@ursuant to the payment terms in
the asset purchase agreement.

The timing of recognition of the liabiliseand associated expenses for future year's centipgyments was accelerated in
September 2004 when the earn-out agreement wadietbti remove continuous employment as a condiareceiving the payments. The
removal of this provision was accounted for assting of the Company's obligation under the agregn#eccordingly, the Company has
recorded a charge of $7.5 million in 2004 for eaut-consideration for 2004 and 2005. Additiona#liyDecember 31, 2004, the Company
recorded an increase to Goodwill of $1.6 milliolated to earn-out consideration that has been ddanehe remaining recipients who do not
have continuous employment clauses associated@athurchase agreement. In March 2005, the Compaiay$0.1 million of earn-out
consideration. Future additional consideratiomny, will be recorded and accrued at the timettibutcome of the contingency is issued, or
issuable or the outcome of the contingency is d@tetble beyond a reasonable doubt. The resultperfations of the acquired company si
the acquisition date are included in the Compatgrsolidated financial statement for the years didlecember 31, 2003 and 2004 and are a
component within the Enterprise Network Servicesraping segment.

On April 15, 2003, the Company acquiredétihe outstanding capital stock of Delmarva Syst€orporation, a company that provides
various commercial electrical systems integratiervises. This acquisition was part of the Compadiyersification strategy. Initial
consideration consisted of a cash payment tot&ég million. The acquisition was accounted for einthe provisions of the purchase meil
of accounting in accordance with SFAS No. 141. iffiteal consideration was allocated to the fairuabf tangible and identifiable intangible
net assets acquired. The excess purchase priceyaidhe fair value of tangible and certain idiéaltle intangible net assets acquired was
recorded as $1.3 million goodwill and purchasedrigible assets of $2.1 million, which is primaglymprised of customer relationships will
be amortized over the estimated useful life of &gelncluded in the stock purchase agreemenpis\asion whereby the Company agrees to
pay the selling shareholders additional considendtiat is contingent upon the acquired entitytssssful achievement of specific earnings
targets for each of the twelve month periods erMarcth 31, 2004, 2005 and 2006. Future additionakweration, if any, will be recorded
and accrued as goodwill at the time that the ou&ofrthe contingency is issued or issuable or theame of the contingency is determinable
beyond a reasonable doubt. This agreement dodwmmetcontinued employment of the selling sharehislds a condition to receiving
contingent payments. In April 2004, the Company@#.4 million pursuant to the stock purchase age® which was recorded as additic
goodwill. As of December 31, 2003 and 2004, no @&idnas been recorded for contingent considerafiba.contingent consideration is
calculated based on a certain multiple of definauual earnings targets as stated in the purchaseragnt. Subsequent to the purchase date,
the Company has made adjustments of $0.3 milliananly related to acquired contingencies and thleie of assets acquired which resulted
in the reduction of the carrying value of the godbselated to this business. These adjustmentsltexs in total goodwill of $3.1 million and
$7.5 million as of December 31, 2003 and 2004,aetyely. The results of operations of the acquizethpany since the acquisition effective
date are included in the Company's consolidatexhfiral statement for the year ended December 313 26d 2004 and are a component
within the enterprise solutions operating segment.

On August 7, 2003, the Company acquiredfaie outstanding equity interests of Enco Systdnt., that provides full-service security
systems and building technologies integration. Bleiguisition was part of the Company's diversifaastrategy. The initial consideration
consisted of a cash payment totaling $3.7 millitime acquisition was accounted for under the promsof the
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purchase method of accounting in accordance withSSNo. 141. The initial consideration was allocatiethe fair value of tangible and
identifiable intangible net assets acquired. Then@any recorded goodwill of $0.1 million and ideiadle finite-life intangible assets totaling
$0.1 million. Included in the stock purchase agreenis a provision whereby the Company has ag@edy the selling equity holders
additional consideration that is contingent upandhquired entity's successful achievement of ipeginual earnings targets for the six
month period ended December 31, 2003 and the gaaing December 31, 2004, 2005 and 2006, and téoced employment of certain
individuals. The Company recorded a contingent iclemation accrual totaling $0.4 million relatedthe achievement of the earnings targets
for period ended December 31, 2003. This contingensideration was recorded as compensation expeaseordance with continued
employment clauses. Payment was made on FebruaB0@8. The timing of recognition of the liabilgi@nd associated expenses for future
year contingent payments was accelerated in Septedd®d4 when the ee-out agreement was modified to remove continuoud@mpent as

a condition to receiving the payments. The remao¥dhis provision was accounted for as a vestinthefCompany's obligation under the
agreement. Accordingly, the Company recorded agehaf $4.9 million in 2004 for earn-out considesatfor 2004, 2005 and 2006. The
contingent consideration is calculated based cegrtaio multiple of defined annual earnings targetstated in the purchase agreement. In
March 2005 the Company paid $0.9 million of eart-@aensideration. Future additional consideratibany, will be recorded and accrued at
the time that the outcome of the contingency iseédsor issuable or the outcome of the contingesicleterminable beyond a reasonable d
Subsequent to the purchase date, the Company hdesadpistments of $0.5 million primarily relatedaitguired contingencies and the value
of assets acquired which resulted in the incre&ffeeccarrying value of the goodwill related tostihiusiness. These adjustments resulted in
total goodwill of $0.6 million and $0.3 million &s December 31, 2003 and 2004, respectively. Thelteof operations of the acquired
company since the acquisition date are includedérCompany's consolidated financial statementhferyear ended December 31, 2003 are a
component within the enterprise solutions operasegment.

In connection with certain business acdgjoiss, the Company may agree to make additionaléupayments to sellers contingent upon
the achievement of specific performance-based tites by the acquired entities. Pursuant to theigoms of SFAS No. 141, such
contingent liabilities are accrued, and therefogeprded by the Company when the contingency slved beyond a reasonable doubt and,
hence, the additional consideration becomes payAblef December 31, 2003, a contingent considenadccrual related to these
arrangements totaling $3.8 million was recordedhenCompany's consolidated balance sheets, of vif@chmillion was recorded as
compensation expense in accordance with EITF 98e8dunting for Contingent Consideration Paid to 8fareholders of an Acquired
Enterprise in a Purchase Business Combinatiorg"rasult of continued employment provisions inadgeeements with the remaining
$0.9 million recorded as goodwill. During 2004, Bempany paid $8.3 million of contingent considemato the selling shareholders of the
entities that were acquired in 2003 within the Emtise Network Services.

In September 2004, the Company amendeputehase agreements related to two of the companggsred in the Enterprise Network
Services business to more accurately reflect ttemirof the transaction, resulting in a rescissibthe continuous employment clauses from
the earn-out arrangements. These amendments cbetét triggering event which resulted in a onestoharge of $12.4 million in the third
quarter of 2004, which represents estimated paysrertie made to certain ENS selling shareholdessan the original continuous
employment clauses. At December 31, 2004, the mgeiit consideration accrual of $14.4 million cotssid the estimated liability of
$12.4 million based on actual 2004 performanceestitnated 2005 and 2006 performance for the ENBgahareholders with continuous
employment clauses and additional contingent cenattbn of $1.6 million recorded to goodwill reldt® certain shareholders of ENS who
had met the performance targets for 2004 and dithawe continuous employment clauses in connegtitnthe purchase agreements.
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Assuming the ENS entities acquired in 2688 h the minimum base performance targets in 20832006, the aggregate future
contingent payments related to the measuremerdgsefiom 2004 through 2006, including the balarmawed and earned as of
December 31, 2004, would approximate a cumulatted bf $16.7 million. If the acquired entities exd the defined annual performance
targets through estimated annual growth as prajdnyehe Company based on its current operatinechsts, the aggregate future contingent
payments could likely range from $24.2 million ®80$1 million inclusive of the amounts accrued aPetember 31, 2004 and the amounts
earned from the achievement of the minimum baspeance targets. The contingent consideratiorlisutated based on a certain multiple
of defined annual earnings targets as stated inepective purchase agreements.

The following table summarizes managemestinate of the potential range of future contimgmnsideration payments by year:

2005 2006 2007 Total

Potential range of future contingent
consideratior $ 12.¢ $ 10.7-$15.& $  15%$2.* $ 24.2-$30.F*

* Hypothetical range based on estimated operatinggtions.

Any future additional earout consideration greater than or less than thmatgd $12.4 million amount recorded for certaiargholder
of these two acquisitions will be recorded as apomnent of income when the eawnt consideration is earned. Further, any amouartseel b
shareholders of those acquired companies for whiete were no continuous employment clauses véliltén additional goodwill recorded

for those acquisitions when the earn-out consideras earned and the outcome of the contingendgtsrminable beyond a reasonable
doubt.

The following summary presents pro formasaidated results of operations for the years émgecember 31, 2002 and 2003 as if the
acquisitions described above had occurred at thmibiag of the year ended December 31, 2003, aciddes adjustments that were directly
attributable to the transaction or were expectdubiee a continuing impact on the Company.

The pro forma results are unaudited andllfgstrative purposes only for the applicable pds, and do not purport to be indicative of the
actual results which would have occurred had thestctions been completed as of the beginningegb¢hiods, nor are they indicative of
results of operations which may occur in the futditee following is also a reconciliation of GAAPs(eeported) to pro forma financial results
for the years ended December 31, 2002 and 2008r(aildited amounts except per share amounts anélions):

2002 2003
Pro forma Pro forma
As Reported Adjustments Pro forma As Reported Adjustments Pro forma
Revenue $ 189.: $ 494 $ 2386 $ 255.¢ % 167 $ 272.€
| I .| | I .|
Operating incomi $ 479 $ 18 $ (455 $ 8€ $ 01 $ 8.7
| I .| | I .|
Net income (loss $ (73.5) $ 1.1 $ (72.7)  $ 98 % — 8 9.5
IEEEE———" S S e S E—
Net income per common sha
Basic $ (1.5%) $ (151 $ 0.1¢ $ 0.1¢
— I —
Diluted $ (.59 $ 151 $ 0.1¢ $ 0.1%
— I —
Weighted average common shares
outstanding:
Basic 48.1 48.1 53.4 53.4
Diluted 48.1 48.1 [BEE 789




High Technology Solutions, Inc.

On January 5, 2004, the Company compléseaicquisition of all of the outstanding securitié$ligh Technology Solutions, Inc. (HTS),
for $48.5 million in cash. HTS provides systemsireagring, systems integration, and the outsourofrtgchnical services such as operational
test and evaluation and program management to gmestt agencies. The acquisition of HTS was a gahteoCompany's strategy to enter
into the government sector and its overall divaratfon and long-term growth strategy. The Compamngaged an independent valuation
expert, to assist in its analysis and assessmehedair value of the assets acquired, both tdegibd intangible. The valuation methodology
used by this independent valuation expert inclutisdounted cash flow and comparative market aralyf$ie valuation analysis was used by
the Company to allocate the excess purchase paideoper the fair value of tangible net assets meduof $44.0 million to goodwill in the
amount of $40.1 million, and to identifiable finiliée intangible assets in the amount of $3.9 millid he identified intangible assets consis
$3.2 million allocated to contracts and backlog2$@illion for intellectual property and $0.5 milh for a non-compete agreement. The
allocation of the purchase price is subject to stjients within a one-year period of the acquisitiate based on the resolution of pre-
acquisition contingencies, which is comprised prityaf certain incentive arrangements. In connattvith the Company's acquisition of
HTS and the determination of the fair value of &saequired pursuant to the provisions of SFASMA, the Company valued acquired
contracts in process at contract price, minus sienated costs to complete and an allowance of lll®n for the normal industry profit on
its effort to complete such contracts. The Compafigcted this allowance as an increase to goodwill a corresponding increase to billings
in excess of costs (deferred profit). During 208@.4 million of this allowance was amortized inb@d@me. The remaining amount of
$1.1 million at December 31, 2004 is estimatecethuce costs through 2008. The results of operatibhl§'S since the acquisition date are
included in the Company's accompanying consolidfiteshcial statements for the year ended Decembg?@4 and are a component of the
government network services operating segment.

The following table summarized the estirddtar values of the assets acquired and lialsliissumed at the date of acquisition.

At January 5, 2004

Current assel $ 7.7
Property, plant, and equipme 5
Intangible asset 3.8
Goodwill 38.2
Deferred tax asst 3.4

Total asset 53.7
Current liabilities $ (5.0
Long-term debt (0.2

Total liabilities assume (5.2

Net assets acquire $ 48F

The following summary presents pro formasmidated results of operations for the year efdlecember 31, 2003 as if the HTS
acquisition described above had occurred at thnbeg of the periods, and includes adjustmentswhae directly attributable to the
transaction or were expected to have a continumgact on the Company.

The pro forma results are unaudited andllfgstrative purposes only for the applicable pds, and do not purport to be indicative of the
actual results which would have occurred had the
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transactions been completed as of the beginnitigegberiods, nor are they indicative of resultspdérations which may occur in the future.
The following is a reconciliation of GAAP (as refemt) to pro forma financial results for the yeades December 31, 2003 (all unaudited
amounts except per share amounts are in millions):

Year ended December 31, 2003

HTS
As Reported Adjustment Pro forma

Revenue $ 255¢ % 451 $ 301.(
Operating incom: $ 8€ $ 38 $ 121
Net income $ 95 $ 2¢ $ 12«4
Net income per common sha

Basic $ 0.1¢ $ 0.28

Diluted $ 0.1: $ 0.17
Weighted average shares outstand

Basic 53.4 53.4

Diluted 73.% 73.%

Defense Systems, Incor porated

On August 4, 2004, the Company completeddquisition of Defense Systems, Incorporated ,0&! $6.6 million in cash, subject to
certain postlosing adjustments. The excess purchase priceopaidthe fair value of tangible net assets acdquife$5.8 million was allocate
to goodwill in the amount of $4.2 million and tceittifiable finite-life intangibles of $1.6 milliorThe identified intangible assets consist of
$0.8 million backlog, $0.7 million of customer retamships and $0.1 million non-compete agreemedtitonal consideration of up to
$3.2 million can be earned by the former major kttotders of DSI over an 18 month period based ymformance milestones related to
certain specified contracts. The additional corrsitien if any, will be recorded as goodwill as estnAs of December 31, 2004,
approximately $0.4 million has been accrued ofatiéitional consideration based upon the attainmgogrtain milestones. Headquartered in
Manassas, Virginia, DSI provides a full range dbimation technology and logistics automation sesito federal government and
commercial clients, with a strategic focus on pdawj end-toend total radio frequency identification ("RFID'Ylstions. The operating rest
of DSI are reported in our Government Services [detveegment. The operating results for DSI forybar ended December 31, 2003, are
not included in the proforma results presented alsince the results were immaterial.

On January 27, 2005, WFI Government Sesyitee. ("WGSI"), a wholly owned subsidiary of tBempany, entered into a stock
purchase agreement (the "Stock Purchase Agreemeratuire all of the issued and outstanding shafeapital stock of TLA Associates
("TLA") (the "Acquisition"). The acquisition of TLAs another important piece of the Company's giatglan for building its government
business. The purchase price for the Acquisitioa $&4 million in cash (the "Purchase Price") ansligject to certain post-closing
adjustments. Pursuant to the terms of the StockhRase Agreement, a portion of the Purchase Pritdevused to extinguish all indebtedn
of TLA existing at the closing and ten percenthe# Purchase Price will be placed into an escrowwatcat the closing to serve as security for
the satisfaction of customary representations aaramties made by the former owners and TLA.

The Company engaged an independent vatuatipert to perform a valuation analysis of theugition of TLA. The Company
anticipates that this analysis will be completettyy end of the first quarter of 2005.
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Note 6. Balance Sheet Details

The consolidated balance sheets constbiedbllowing at December 31, 2003 and 2004 (iHiomik):

2003 2004
Accounts receivable, ne

Billed $ 3.2 $ 79.C

Unbilled 45.1 60.€

98.4 139.¢

Allowance for doubtful accoun (5.0 (6.3

Total accounts receivable, r $ 934 $ 133.:

Contract management receivables,

Billed $ 21 $ 0.1
Unbilled 0.4 —
2.5 0.1

Allowance for doubtful accoun (1.5 —
Total contract management receivables, $ 1.¢C % 0.1

| |
Property and equipment, ni

Computer equipmel $ 35z % 32.C
Furniture and office equipme 3.3 5.€
Leasehold improvemen 1.3 1kt
39.¢ 39.1

Accumulated depreciation and amortizat (28.6) (25.7)
Total property and equipment, r $ 11z $ 13.4

Other intangibles, ne

Customer relationshif $ 19 $ 2.€
Contracts and Backlc 0.6 4.€
Trade nami 0.2 0.4
Noncompete agreemer 0.1 0.7
Accumulated amortizatio 0.9 1.9

Total other intangibles, n $ 19 % 6.4

Investments in unconsolidated affiliats

CommVerge, Inc $ 09 $ 0.¢
Diverse Networks, Inc 3.1 —
Tactical Survey Group, In — 1.2

Total investments in unconsolidated affilia $ 40 $ 2.1

Note 7. Notes Payable and Other Financing Arrarements
(a) Credit Agreement

The Company had a line of credit, which welseduled to expire in February 2004. In May 2@0& line of credit was repaid and
terminated. Prior to the termination of the linecoddit agreement, loans under this line of credit interest, at the Company's discretion, at
either (i) the greater of the bank prime rate dredRederal Funds Rate plus 0.5%, plus a margirimgtigom 0.75% to 2.50%, the ("base rate
margin”), or (ii) at the London Interbank Offerifgte ("LIBOR") plus a margin ranging from 1.75%3t60%, the ("LIBOR rate margin").
The line of credit was secured by substantiallyohthe Company's assets. The line of credit agee¢montained restrictive covenants, which,
among other things, required maintenance of cefila@mcial ratios.

On March 16, 2005, the Company enteredanteedit agreement with KeyBank National Assooia{f'KeyBank") to provide .



$15 million senior credit facility. KeyBank is dgsiated as the
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sole arranger and sole book manager. The faci#isyeh3-year term and can be expanded to a $6@mifilicility. The Company intends to use
the facility to fund future acquisitions. There aeamounts drawn on the facility as of March 202

Note 8. Lease Commitments

The Company leases certain equipment ureatal leases with a weighted average interestabapproximately 8.40% that expire at
various dates through 2005. The Company also lezstan facilities and equipment under operategses having terms expiring at various
dates through 2010. Future minimum lease paymersrwcapital and operating leases as of Decemh&0®4 are as follows (in millions):

Net

Capital Operating
Leases Leases
Year ending December 3
2005 $ 02 $ 5.2
2006 — 3.5
2007 — 3.C
2008 — 2.7
2009 — 2.7
Thereafte — 2.C
Total future minimum lease paymel 02 % 19.1
L]
Less amount representing inter —
Present value of capital lease obligati 0.2
Less current portio (0.2
Long-term capital lease obligatiol $ —
.|

Equipment recorded under capital leasesoxppated $8.7 million and $8.6 million, with accutated amortization of $8.2 million and
$7.8 million as of December 31, 2003 and 2004,aetyely.

Pursuant to the terms of sublease agresmasrf December 31, 2004, approximately $2.7 anilbf sublease income will offset future
minimum lease payments as of December 31, 2004s3emt expenditures under operating leases forghies ended December 31, 2002,
2003 and 2004 were $5.5 million, $5.6 million arfkd®million, respectively. Total sublease incometfe years ended December 31, 2003
and 2004 totaling $0.6 million and $1.0 millionspectively, has been netted against rent expersedBon management's assessment of
existing assumptions as described in Note 3, asaltotaling $3.2 million related to a portiontbé accrual for unused office space was
recorded during the fourth quarter of fiscal 208@ch amount is included in asset impairment andratharges on the Company's statement
of operations. The lease on certain office faeiitincludes scheduled base rent increases ovartheof the lease. The total amount of the
base rent payments is being charged to expendeeairtight-line method over the term of the le&isaddition to the base rent payment, the
Company pays a monthly allocation of the buildirgperating expenses. The Company has recordedeldfent, included in accrued
expenses, of $1.3 million at December 31, 200320%4! to reflect the excess of rent expense ovér pagments since inception of the
respective lease.
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Note 9. Income Taxes

Income (loss) from continuing operationfobe cumulative effect of change in accounting gipte and before provision (benefit) for
income taxes for the years ended December 31, 2008 and 2004 is comprised of the following (ilions):

2002 2003 2004
Domestic (3.)) 15.1 (7.8
Foreign (43.0 (5.2) 12t

46.1) 9¢ 47

The provision (benefit) for income taxesnfr continuing operations for the years ended Deeer®b, 2002, 2003 and 2004 is comprised
of the following (in millions):

2002 2003 2004
Current:

Federal $ — 3 —  $ —
State 0.3 0.8 0.€
Foreign 0.2 0.3 1.6
0.1 0.5 2.5

Deferred:
Federal 8.8 0.8 (2.6)
State 2.C 2.7 0.5
Foreign (0.8) 0.1 (3.3
10.C (0.8 (5.2

$ 101 $ (03 $ (27

Additionally, the Company recognized nethanefits (adjustments) from exercise of stockanyst of $0, $7.3 million and $(0.7) million
for the years ended December 31, 2002, 2003 andl, 286pectively, which were recorded in stockhdsdequity.

A reconciliation of total income tax proigs (benefit) to the amount computed by applying $katutory federal income tax rate of 35%
and a blended state tax rate of 3.9% to incoms)losfore income tax provision (benefit) for thayeended December 31, 2002, 2003 and
2004 is as follows (in millions):

2002 2003 2004
Income tax expense (benefit) at federal statutatsy $ (166 $ 32 $ 1€
State taxes, net of federal tax benefit and vadnagilowance 1.t (0.6) 0.8
Foreign tax expense (benefit), net of valuationvadince 15.4 2.1 (5.5)
Increase (decrease) in federal valuation allow: 9.7 (7.7) (4.6
Increase in deferred tax asset due to foreignreditcconversior — 2.€ —
Contingent acquisition considerati — — 4.3
Nondeductible expens — 0.¢ 0.8
Other, ne 0.1 (0.8 0.7

$ 101 $ (03 $ (27

73




The tax effects of temporary differencest tive rise to the deferred tax assets and deféaveliabilities as of December 31, 2003 and
2004 are as follows (in millions):

2003 2004
Deferred tax asset
Allowance for doubtful accoun $ 24 $ 1.7
Sundry accrual 2.1 2.4
Vacation accrug 0.6 1.C
Property and equipment, principally due to differenin depreciatio 0.8 1.9
Goodwill and other intangible 4.1 4.1
Net operating loss carryforwar 35.C 37.C
Tax credit carryforward — 0.2
Deferred revenu 2.5 1.1
Reserves and oth 6.3 11.C
54.1 60.4
Valuation allowanct (30.9 (28.7)
Total deferred tax assets, net of allowa 23.7 32.:
Deferred tax liabilities
Unearned revent (5.0 (6.4
Foreign deferred tax liabilit (3.9 3.9
Other intangible! (0.7) (2.5
Total deferred tax liabilitie (9.6) (12.2)
Net deferred tax asset (liabilit $ 141 $ 201

At December 31, 2004, the Company had fdex loss carryforwards of $82.8 million (incladistock option net operating loss
carryforwards) which expire beginning in 2020 araifdrnia tax loss carryforwards of $16.7 milliorhigh expire beginning in 2012. Federal
and state tax laws impose restrictions on thezatilbn of net operating loss and tax credit camyéods in the event of an "ownership chan
for tax purposes as defined by Section 382 of therhal Revenue Code. The Company has determiaédily potential ownership changes
under Section 382 will not materially impact thenGmany's ability to utilize its net operating lossldax credit carryforwards. In addition, the
Company has foreign tax loss carryforwards of $iilBon in the United Kingdom, $6.5 million in Swed and $5.6 million in Brazil.

In assessing the realizability of defert@dassets, management considers, on a periods; bdwether it is more likely than not that sc
portion or all of the deferred tax assets will hetrealized. During fiscal 2003, the Company realizonsecutive quarters of consolidated
profitability. This favorable trend, combined wiitrecasted future growth in consolidated operagirafits, resulted in a 2003 decrease to the
allowance for deferred tax assets of $7.6 milliesulting in a net three percent income tax befafithe year ended December 31, 2003.
During fiscal 2004, the Company recorded a decraatiee allowance for deferred tax assets of $2lBomresulting in a net 57% income tax
benefit for the year ended December 31, 2004. ESr purposes, the Company is in a cumulative booktposition as of December 31,
2004, and consideration is given to future taxaideme, including the reversal of temporary diffeves and 2005 projected taxable income,
in evaluating the recoverability of its U.S. deézgtitax assets and the corresponding valuation afioe/related to the assets. Unlike the
Company's U.S. tax position, its foreign operatiarsin a cumulative book loss position. Pursuatihé provisions of SFAS No. 109,
"Accounting for Income Taxes," limited consideratis given to the Company's future foreign incoméetermining the recoverability of its
foreign deferred tax assets and the related valuatiowance. Accordingly, management believe<tireent valuation allowance on deferred
tax assets is sufficient and properly stated aebdxer 31, 2004.
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The following table summarizes the compasief valuation allowance and its allocation ameoogtinuing operations purchase price
accounting and stockholder's equity as of Decer@be2004:

Purchase Continuing

Price Accounting Operations Stockholders' Equity Total
Domestic $ 41 $ 6.3 $ 11 $ 22:
Foreign 0.C 5.8 — 5.8
Total $ 41 $ 121 $ 11.¢ $ 28.1

The classification of the valuation allowarbetween continuing operations and additional pacapital depicts the manner whereby
reversal would be reflected in the Company's eiffedbix rate. Specifically, any reversal of valoatallowance in stockholder's equity would
not be reflected in the Company's effective tag.rdihe Company has not provided for U.S. fedei@nme and foreign withholding taxes on
$8.1 million of non-U.S. subsidiaries' undistribdiarnings as of December 31, 2004, because sutingaare intended to be reinvested
indefinitely. Upon distribution of those earningsthe form of dividends or otherwise, the Comparmyla be subject to U.S. income taxes
(subject to an adjustment for foreign tax credits).

Note 10. Stockholders' Equity
(a) Preferred Stock

On October 29, 2001, the Company issueagainegate of 63,637 shares of Series A Convefitdéerred Stock, at an aggregate
purchase price of $35.0 million, for a common stookversion price of $5.50 per share (which wadditamarket value of the Common
Stock at the closing) in a private placement tdtiestaffiliated with a director of the Company.é&holders of the Series A Convertible
Preferred Stock elected to convert such stockdr200,070 shares of the Common Stock of the Comijrathe fourth quarter of 2003, and as
a result, no shares of Series A Convertible Prefe8tock remained outstanding at December 31, 2082004, respectively. The number of
shares of common stock issued upon conversiorcteflbe additional shares issuable under the @atieth protection clause which was
triggered as a result of the lower price per slftée subsequent sale of Series B Convertibleeed Stock (see below). The shares of
Common Stock issued on conversion of the Serie@Avertible Preferred Stock were subject to a lopkarovision, which expired over tin
such that at the end of each of the three-montiogiethat commenced on the 18-month anniversatiyeo€losing date, 20% of the converted
or convertible shares were released from lock-upaamilable for resale at the option of the Sefi€3onvertible Preferred Stock holder(s),
until the lock-up's final expiration on April 29004.

On May 30, 2002, the Company issued aneagde of 90,000 shares of Series B ConvertibleeRef Stock, at an aggregate purchase
price of $45.0 million, in a private placement tdiges affiliated with one of the directors of tB®mpany (40,000 shares), to a brother of the
Executive Chairman and former Chief Executive Q@fffiof the Company (10,000 shares) and to an uerkthird-party investor (40,000
shares). The Company received $44.9 million of pedls, net of $0.1 million of issuance costs paitheyCompany. Each share of Series B
Convertible Preferred Stock is initially convergbhto 100 shares of Common Stock for a commorkstonversion price of $5.00 per share
(which was the fair market value of the Common Btatcthe closing) at the option of the holder at ime subject to certain provisions in
Series B Preferred Stock Purchase Agreement. At@ember 2004, the Series B Convertible PrefertediSwill automatically convert into
shares of the Company's Common Stock if and wheilCtmpany's Common Stock trades at or above $pkshare for 30 consecutive
trading days after that date. Additionally, thei€eB Convertible Preferred Stock agreement hadlelip provision, which expired over
time, such that at the end of each of the threetmperiods that commence on the 18-month anniverdahe closing date, 20%
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of the converted or convertible shares were rete&reen lock-up and available for resale at the aptf the Series B Convertible Preferred
Stock holder(s), until the lock-up's final expimation November 30, 2004. Upon any liquidation evastdefined in the agreement, and
including a change in control of the Company disedisbelow, each outstanding share of Series B CiilnieePreferred Stock is entitled to
receive $500.00 per share (or a common stock ceireprice of $5.00 per share) as a liquidatioriguesce, in preference to any amounts
paid to holders of Common Stock. Subject to ceraxireptions, the Series B Convertible PreferrediShas antidilution protection, whereb
any future new issuances of securities by the Comnpafore November 30, 2003 below $5.00 per shaxddirigger the anti-dilution
protection for the Series B Convertible Preferréath. If triggered, this protection would decreéise conversion price of the Series B
Convertible Preferred Stock to the lowest pricegiare received by the Company for such issuanseafrities. However, the conversion
price may not be decreased to less than $4.17hpee.sAs of December 31, 2003, there were no sltaregerted to common shares.

The Company's outstanding shares of SBriésnvertible Preferred Stock are convertible icwanmon stock at any time at the election
of the holder of such shares and do not requir@élyenent of cash dividends. Outstanding and unateweshares of Series B Preferred Stock
are entitled to the payment of a liquidation prefexe equal to the original purchase price ($5.0@peamon equivalent) upon a change of
control of the Company, including the acquisitighgbperson or group of beneficial ownership of mben 50.0% of our voting power. Uni
Delaware state law, the Company's Board of Dired®required to approve any such transaction.Jdmapany's authorized capital includes
unissued "blank check" preferred stock, the isseafavhich may be approved by the Company's Bo&Rirectors without the prior conse
of the Company's stockholders and which may be,ws#ter alone or in combination with other takeodefense mechanisms available to
Board of Directors, to deter a change of contrat th not approved by the Board of Directors. Assult, the Company does not expect to
enter into any transaction in which the liquidatimeference of the Series B Convertible PrefertediSwould be applicable in the
foreseeable future. However, in the event the CawyipaBoard of Directors approves a merger or do¢®therwise act to prevent a chang
control through the use of takeover defense meshajiincluding the Company's authorized and unispoeferred stock, the liquidation
preference provisions could be triggered if a taatisn resulting in proceeds of less than $5.00cparmon equivalent share to the holders of
outstanding shares of Series B Convertible Pralesteck were consummated. As of December 31, 28@3ptal liquidation preference
equaled $45.0 million.

Through December 31, 2004, the Companyéasved notices from the holders to convert anmeggte number of 64,517 shares of
Series B Convertible Preferred Stock into an agafee§,451,700 shares of the Company's Common Stbtkecember 31, 2004, the total
liquidation preference equaled $12.7 million.

(b) Stock Option Plans

During the years ended 1997, 1999 and 2B@0Board of Directors approved the 1997 Stockddp®lan (the "1997 Plan"), the 1999
Equity Incentive Plan (the "1999 Plan") and the @Bn-statutory Stock Option Plan (the "2000 Plarg3pectively. Stock options granted
under the 1997 Plan and 1999 Plan may be incestidak options or non-statutory stock options ardesxercisable for up to ten years
following the date of grant. The Company ceasedingagrants under, and subsequently terminated98& Plan upon completion of its
initial public offering. The 2000 Plan permits thant of non-statutory stock options, which arereisable for a period following the date of
grant as determined by the Board of Directors (gaheten years). Stock option exercise pricesttier 1997 Plan, 1999 Plan and 2000 Plan
must be equal to or greater than the fair markietevaf the common stock on the grant date. A cutiuddotal of 7.5 million, 13.9 million,
and 6.5 million shares of common stock have beémoaized for issuance under the 1997 Plan, 1998 &ta 2000 Plan,
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respectively. There remains approximately 2.0 omllshares of common stock authorized for the 198 Which are no longer issuable due
to the termination of the plan.

In accordance with the provisions of SFA& W23, "Accounting for Stock-Based Compensatitime”"Company applies APB Opinion
No. 25, "Accounting for Stock Issued to Employeestl related interpretations in accounting fodB87 Plan, 1999 Plan and 2000 Plan.
options granted in 2002, 2003 and 2004, excepbsirbelow, were at or above fair market valuehendate of grant.

For the year ended December 31, 2003, ¢mepany recorded $6.3 million of non-cash stock-dazempensation expense related to the
change in status of certain stock option holdersccordance with FASB Interpretation No. 44, "Aagting for Certain Transactions
Involving Stock Compensation.”

Stock option transactions are summarizéoWoe

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
1997 Plan Price 1999 Plan Price 2000 Plan Price
Outstanding at December 31, 2( 2,553,86! 7.5t 6,870,18 $ 11.9C 1,807,391 $ 10.4¢
Granted 79,25 4.2% 1,692,25. 4.2% 3,556,66! 4.2¢
Exercisec (210,66 2.64 (607,83() 4.0z (261,58() 4.3¢€
Cancelec (265,08 11.2¢ (1,029,37)) 12.9(C (790,99) 8.4¢
Outstanding at December 31, 2( 2,157,37. 7.37 6,925,23' $ 10.4¢ 4,311,49; $ 6.0¢
Granted — — 4,848,08! 10.4¢ 523,01! 5.31
Exercisec (1,025,861 5.32 (3,319,28)) 4.04 (2,009,24) 4.45
Cancellec (68,277) 13.2¢ (487,47() 14.2C (314,219 6.92
Outstanding at December 31, 2( 1,063,22! 7.81 7,966,561 $ 10.0¢ 2,511,050 $ 6.9¢
Granted — — 2,968,622 8.9¢ 838,14( 6.74
Exercisec (135,13) 4,72 (961,306 4.8t (437,84 4.4¢
Cancellec (161,76 13.C (1,365,94) 11.¢€ (290,999 8.82
Outstanding at December 31, 2( 766,33: 7.9€ 8,607,94 $ 9.97 2,620,35 $ 7.0C
| | |
Balance exercisable at December
2004 766,33: 7.9¢ 3,545,300 $ 10.0¢ 1,700,57" $ 7.3C
Balance exercisable at December :
2003 1,063,22! 7.81 2,75493 $ 10.3¢ 1,928,34! $ 7.0€
Balance exercisable at December
2002 1,844,84. 6.C 3,930,85 % 10.71 2,94994" % 5.8¢
| | |
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The following table summarizes informatmsof December 31, 2004 concerning options outstgrahd exercisable:

Options Outstanding Options Exercisable
Weighted Weighted Weighted Weighted
Number Average Average Number Average
Range of Exercise Prices Outstanding Remaining Life Exercise Price Exercisable Exercise Price
$1.3:-4.16 697,89: 5.1€ $ 3.37 649,36( $ 3.34
4.23 1,248,65! 7.3% 4,27 1,209,31 4.2%
4.2¢-4.47 1,336,85! 6.8¢ 4.4¢ 1,292,82 4.4¢€
4.5-5.76 537,94¢ 7.6€ 5.3¢€ 364,52¢ 5.31
5.7¢-6.05 1,324,62. 9.4z 6.04 115,58: 5.97
6.0¢-8.5 1,228,12! 7.2¢ 7.1¢€ 652,02¢ 7.6¢€
8.51-9.82 1,689,20. 9.0¢€ 9.44 369,32! 9.74
9.94-11.5 1,617,101 8.94 11.1( 330,51 11.2¢
11.6:-12.28 282,92¢ 4.92 12.1: 134,18 12.0¢
12.3:-132.06 2,031,29i 8.07 19.4¢ 894,55: 27.51]
$1.3:-$132.06 11,994,62 79z $ 9.1¢ 6,012,211 $ 9.02
—— ——

(c) Employee Stock Purchase Plan

In August 1999, the Board of Directors apyad the 1999 Employee Stock Purchase Plan (theliBse Plan"). A total of 2.9 million
shares of Common Stock have been authorized foame® under the Purchase Plan. The Purchase Rilifieglas an employee stock
purchase plan within the meaning of Section 42hefinternal Revenue Service Code. The PurchasecBlamenced in November 1999
upon completion of the Company's initial publicesfihg.

Unless otherwise determined by the BoarDicgctors, all employees are eligible to parti¢gim the Purchase Plan so long as they are
employed by the Company (or a subsidiary designaydtie board) for at least 20 hours per week aaaastomarily employed by the
Company (or a subsidiary designated by the boardjtfleast 5 months per calendar year.

Employees who actively participate in thedhase Plan may have up to 15% of their earniogth€ period withheld pursuant to the
Purchase Plan. The amount withheld is used atwaparchase dates within the offering period tacpase shares of Common Stock. The
price paid for Common Stock at each such purchasewlill equal the lower of 85% of the fair marketue of the Common Stock at the
commencement date of that offering period or 85%heffair market value of the Common Stock on #lewant purchase date. Employees
may end their participation in the offering at aimye during the offering period, and participatemds automatically upon termination of
employment. From the Purchase Plan's inceptiorutir®ecember 31, 2004, the cumulative number aeshaf Common Stock that have
been issued under the Purchase Plan is 2,005,899.

(d) Shelf Registration

On February 19, 2004 the Company filed imemal shelf Registration statement on Form Séamacquisition shelf Registration on
Form S-4 with the Securities and Exchange Commis&&C). The Company has no immediate plans te ipital under the shelf Form S-
3 or to utilize the shelf Form S-4 for acquisitivansactions. The universal shelf registrationestant on Form S-3 will permit the Company
to sell, in one or more public offerings, shares@ivly issued common stock, shares of newly isgueferred stock, warrants or debt
securities, or any combination of such securifi@sproceeds in an aggregate amount of up to $20@m In addition, the universal shelf w
permit certain stockholders who purchased the Coyip&eries A and Series B Convertible PreferrediSto sell up to 5.4 million shares
common stock, all of which are currently included i
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the Company's December 31, 2004 weighted averdgtedlicommon shares outstanding. The acquisitieif skgistration statement on

Form S4 will enable the Company to issue up $200 millidits common stock in one or more acquisition setions that the Company n
make from time to time. These transactions maytelthe acquisition of assets, businesses or siesuwhether by purchase, merger or any
other form of business.

(e) Stockholder Rights Agreement

On December 16, 2004, the Company entetedai Stockholder Right Agreement (the "Rights Agnent"). Under the terms of the
Rights Agreement, initially, the Rights will attatthall certificates representing shares of outitemCompany common stock and no sep:
Rights Certificates will be distributed. Subjecthe provisions of the Rights Agreement the Rigtitsseparate from the Company common
stock and the "Distribution Date" will occur updretearlier of (i) ten business days following algudnnouncement (the date of such
announcement being the "Stock Acquisition Date8} ferson or group of affiliated or associated gesshas acquired or obtained the right to
acquire beneficial ownership of 15% or more oftthen-outstanding Common Stock (an "Acquiring Persont')jipten business days (or st
later date as may be determined by action of therd@of Directors prior to such time as any persecolmes an Acquiring Person) following
the commencement of a tender offer or exchange tfée would result in a person or group becomind\aquiring Person. An Acquiring
Person does not include certain persons specifidttki Rights Agreement.

On December 16, 2004, the Company's Boiidrectors authorized and declared a dividendrad dght (a "Right") to purchase on one-
hundredth of a share of the Company's Series @Peef Stock ("Series C Preferred") for each outtanshare of Common Stock, par value
$0.001 ("Common Stock"), to stockholders of recasdf the close of business December 27, 2004'Rbeord Date"). Each Right entitles
the registered holder, subject to the terms oRights Agreement, to purchase from the Companyomeehundredth of a share of Series C
Preferred at a purchase price of $54.00, subjeatjiostment (the "Purchase Price").

The Rights are not exercisable until thstiibution Date and will expire at the close of iness on the tenth anniversary of the Rights
Agreement unless earlier redeemed or exchangedeb@ampany.

Note 11. Employee Benefit Plan

In 1996, the Company implemented a 4014k)regys plan pursuant to Section 401(k) of the déRevenue Code (the "Code"), covel
substantially all employees. Participants in trenghay contribute a percentage of compensatiomdiuh excess of the maximum allowed
under the Code ($13,000 of eligible compensatior2@®4). The Company may make contributions atliberetion of its Board of Directors.
The Company made no contributions in 2002 or 20@Braade contributions of $0.3 million in 2004.

On November 18, 2004, the Board of Dirextopted the Wireless Facilities, Inc. Nonquaifieferred Compensation Plan, effective
as of January 1, 2005 (the "Plan"). The Plan pewieecutive officers and other eligible highly pemsated employees with the opportunity
to enter into agreements to defer up to eightyeerB80%) of their cash compensation derived fraselsalary, bonus awards and/or
commissions. In addition, the Company may, indie sind absolute discretion, award any participaer the Plan an additional employer
contribution. Deferrals are adjusted for gain @slbased on the performance of one or more investopéions selected by the participant
from among investment funds chosen by the commétpgminted to administer the Plan. Participants elagt that distribution of deferred
amounts be paid in the form of either a lump surim@nnual installments if the participant termesmemployment as a result of his or her
retirement. However, all other
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distributions under the Plan will be make in a 8rigmp sum. Distributions occur upon terminatidrservice or upon such other dates that
may be elected by the participant in accordanchk thie terms of the Plan. The Company, in its s@erdtion, may suspend or terminate the
Plan or revise of amend it in any respect whatso@vevided, however, that no such action may recarmounts credited to deferral accounts
and such accounts will continue to be owed to Hréigpants or beneficiaries and will continue ®aliability of the Company.

Note 12.  Significant Customers

The Company had sales to one customeirtgt&i67.8 million, which comprised 35% of the Compa total revenues for the year ended
December 31, 2002. The revenues generated byusisroer were from our Wireless Network Servicesrssg.

The Company had sales to one customeirtgt&63.0 million, which comprised 24% of the Comy'a total revenues for the year ended
December 31, 2003. The revenues generated byusisroer were from our Wireless Network Servicesrsag.

The Company had sales to one customeirtgt&67.9 million, which comprised 17.1% and anoihiestomer totaling $45.6 million,
which comprised 11.5% of the Company's total reesniihe Company's top five customers accounteadfproximately 48% of our total
revenues for the year ended December 31, 2004ceMedues generated by these customers were froWvioeless Network Services
segment.

Note 13. Segment Information

SFAS No. 131, "Disclosures about Segmehésdnterprise and Related Information," estabBlsannual and interim reporting
standards for an enterprise's operating segmedtsetated disclosures about its products, servigesgraphic areas and major customers. An
operating segment is defined as a component ofimise that engages in business activities fudmch it may earn revenues and incur
expenses, and about which separate financial irsftom is regularly evaluated by the chief operatiegision maker in deciding how to
allocate resources.

In 2004, the Company reorganized its ofregategments to reflect its current operationssirategic direction. Effective January 1,
2004, the Company reorganized its business alanirsedines including three reportable segmentsélgss Network Services, Enterprise
Netowrk Services, and Government Network ServiBesenues and operating income (loss) provided &¥thmpany's segments for
years ended December 31, 2002, 2003 and 2004 &obaaes (in millions). All prior period amounts kia been reclassified in order
confirm with the current period presentation.

2002 2003 2004
Revenues
Wireless Network Service $ 189.. $ 214¢ $ 280.1
Enterprise Network Service — 41.1 65.3
Government Network Servici — — 51.€
Total revenue $ 189.: $ 255¢ $ 397.(C

I I |
Operating income (loss

Wireless Network Service $ 479 $ 7¢ $ 10cC
Enterprise Network Service — 0.7 (7.5
Government Network Servici — — 4.€

Total operating income (los $ 473 % 8€ $ 7.1

The operating income of Enterprise Netw®ekvices for 2004 was impacted by a charge foricgent acquisition consideration of
$12.4 million resulting from the Company's amendt@érihe purchase agreements related to two ofdéhepanies acquired in the ENS
division.
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Revenues generated by geographic segmethifyears ended December 31, 2002, 2003 and&@Qds follows (in millions):

2002 2003 2004

United State: $ 155« $ 205.2 $ 296.1
EMEA 10.€ 13.¢€ 34.¢
Latin America 23.C 36.¢ 66.C
Total revenue $ 189.2 $ 255¢ $ 397.(

Long-lived assets by geographic regiortfieryears ended December 31, 2002, 2003 and 2@0e¢h wmclude property and equipment,
goodwill, other intangibles and investments in ursaidated affiliates, are as follows (in millions)

2002 2003 2004

United State: $ 404 $ 465 $ 1011
EMEA 0.8 0.t 2.t
Latin America 14 1.1 0.9
Total lon¢-lived asset: $ 42¢€ $ 481 $ 104t

See Note 6 for detail of long-lived assets.
Note 14. Related Party Transactions

During 2001 and 2002, the Company's Latimefican subsidiaries, WFI de Mexico and WirelesslIF&s Latin America Ltd., entered
into certain transactions with JFR Business Compmmdnternational S. de R.L. de C.V. ("JFR") atglrelated affiliates (collectively, "JFR
and affiliates"). Jalil Tayebi, a brother of MasdédTayebi, the Executive Chairman and the formiie€CExecutive Officer of the Company,
holds a majority ownership interest in each of ¢hestities. The primary business purpose for tretirgbusiness with JFR and affiliates
related to obtaining improved service and respaosepared to independent businesses providing sreftss, at market or less than market
rates. WFI de Mexico contracted with JFR and aftfds during the 2001 and 2002 periods for variensees including automobile leasing,
computer leasing, corporate and project relatedgmerel services and construction services. Additlgnduring 2001 JFR contracted with
Wireless Facilities Latin America Ltda. for subo@utor engineering services for certain of its oostr contracts. The total net amount owed
to JFR as of December 31, 2002 was $0.5 milliorsévices under these related party contracts.

There were no material transactions dutfiregyear ended December 31, 2003 and DecembefB4, and all payable and receivable
balances with JFR were fully settled resulting ireeo balance at December 31, 2003. At Decembe2(®13 and 2004, there are no
guarantees or other commitments between JFR affidtaff and the Company. There are no receivabpagable balances with JFR at
December 31, 2004.

In August 2001, WFI and GlobTel HoldingsdL("GlobTel") executed a Master Service Agreen{®dBA) whereby WFI or its
designated affiliates would perform telecommunmmadi outsourcing services. GlobTel is significamtiyned by Massih Tayebi, a brother of
Masood K. Tayebi, and former Chairman of the Cormyp&uring 2003, the Company recorded approximael@ million in total net
revenues and received approximately $0.7 milliomfiGlobTel for services provided under the MSA.IStevenues are a component of total
revenues in the Company's consolidated stateménfeoations. As of December 31, 2003 and 2004Cim@pany had an outstanding
accounts receivable balance with Globtel of apprately $0.2 million and $0, respectively. Such arte receivables are reflected as
accounts receivable—related party in the Compatorisolidated balance
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sheet. At December 31, 2003 and 2004, no futuremitments or guarantees exist between GlobTel am€Ctmpany.

In June 2001, WFI received a payment o5 $fillion from BridgeWest LLC, a privately-held iagtment group, representing a
prepayment for future engineering services to loeiged by WFI to BridgeWest LLC. BridgeWest LLCsignificantly owned by Masood K.
Tayebi, the Executive Chairman and the former Chiefcutive Officer of the Company, Massih Tayelirather of Masood K. Tayebi and
former Chairman of the Company, and Sean Tayedn, abrother of Masood K. Tayebi. The Company basrded approximately
$0.2 million total revenues for services providedier this agreement for each of the years endedrbieer 31, 2003 and 2004. Such revel
are a component of total revenues in the Companyisolidated statements of operations and the ¥éiseNetwork Services operating
segment. During the second quarter of 2003, apprabaly $0.2 million of the payment received fromdgeWest LLC was applied towards
billings for cumulative engineering services praddy WFI and the residual balance of $0.3 millias refunded to BridgeWest LLC. At
December 31, 2003 and 2004, no commitments or gtews exist between BridgeWest LLC and the Company.

On May 30, 2002, the Company issued aneagde of 90,000 shares of Series B ConvertibleeRef Stock, with aggregate proceeds of
$45.0 million, in a private placement to entitiéfliated with one of the directors of the Compai,000 shares), to a brother of the
Executive Chairman and the former Chief Executiviéc@r of the Company (10,000 shares) and to aelated third-party investor (40,000
shares). The Company received $44.9 million ofometeeds. Each share of Series B Convertible Peef&tock is initially convertible into
100 shares of Common Stock for a common stock asioreprice of $5.00 per share, which was therfarket value of the Common Stock
at the closing, at the option of the holder at timg subject to certain provisions in the SerieBrBferred Stock Purchase Agreement. The
Series B Preferred Stock Purchase Agreement hakaup provision, which expires over time, such titethe end of each of the thrementh
periods that commence on the 18-month anniverdatyeaclosing date, 20% of the shares are relefisetlock-up and available for resale
upon conversion. On March 5, 2004, 40,000 shar&eaés B Convertible Preferred Stock were conddrtte 4,000,000 shares of the
Company's Common Stock, of which 1,600,000 shasrs wvansferred free of any lock-up restriction aD0,000 shares were transferred
subject to the lock-up restriction which lapsednal with the lock-up restriction on an addition@@,000 shares (on an as-converted basis),
in three equal tranches of 1,800,000 shares eathagr30, 2004, August 30, 2004 and November 304200

In August 2003, a brother of Masood K. Taythe Executive Chairman and the former Chiefdttiee Officer of the Company,
changed his employment status from employee touttamg and the exercise period of the stock optiems was extended. This change in
status resulted in a modification of the termstotlk options that had previously been granted . b accordance with the provisions of
FASB Interpretation No. 44, "Accounting for Certdiransactions involving Stock Compensation," alsfogsed non-cash compensation
charge of $3.8 million was in the Company's 20@3eshents of operations to reflect the re-measurenfehese options.

In 2003, in conjunction with two compantkat the Company acquired in its Enterprise Netw®ekvices business, the Company
assumed certain facility lease obligations for vattize facilities were owned by the previous shalddrs. The lease expense, which
approximates $0.3 million for the year ended Decem®1, 2004 is reflected in the statement of opmnat

In early 2004, the Company entered intadr@rship arrangement with an entity whereby tben@any committed to fund a $1 million
line of credit for working capital purposes of thewly created company, known as Mobilitie Partnets; ("Mobilitie"). The terms of the
line of credit agreement provide for repayment Hageon the occurrence of certain future eventd) sisca monetizing event. In addition, in
the event the Company exits the partnership baged itis evaluation of the viability of the busine®#~I is committed to fund approximately
$0.4 million of future
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operating costs of its partner. For this considenathe Company received 15% equity interest in Nitida The Company reviewed the terms
of the partnership agreement and determined tiagtitthe characteristics of a variable interestyeand the requirements for consolidation
under FASB Interpretation No. 46R (see Note 2) aadordingly, Mobilitie was fully consolidated byPW As of December 31, 2004,
approximately $1.0 million had been advanced orlitteeof credit. For the year ended December 304280 revenue and $1.0 million of net
loss, from this partnership were consolidated. @addnber 31, 2004, the Company exercised its righvithdraw from Mobilitie. As a result,
as of December 31, 2004, the Company has no owipargarest in Mobilitie and consequently will neniger consolidate the operating res
of Mobilitie.

On June 24, 2004, the Company enteredaimtagreement with an entity for consulting serviedsereby the Company will compensate
this separate entity $500 for certain cellularssitend 0.3% of the Company's contract price foeotypes of cellular sites assigned to the
Company by a certain major wireless carrier, iftsassignment is a direct result of the effortshef Company's partner, subject to the
conditions of the agreement. As of December 31420tere have been no amounts earned under tld@sragnt. Future payments, if any, will
be recorded as costs of revenues.

Based upon a review by disinterested mesnlemanagement and the Company's Board of Direcemarding the terms of comparable
transactions available from or involving third pest the Company believes that all transactionk waltated parties described above were
made on terms no less favorable to the Companydbald have been obtained from unaffiliated thiadties.

Refer also to Note 18 for information rethto Change in Control Agreements with certain legges.
Note 15. Commitments and Contingencies

The Company periodically evaluates all pegar threatened contingencies and any commitméraay, that are reasonably likely to
have a material adverse effect on its operatiorihancial position. The Company assesses the pililyaof an adverse outcome and
determines if it is remote, reasonably possiblprobable as defined in accordance with the pronssiof SFAS No. 5, "Accounting for
Contingencies." If information available prior teetissuance of the Company's financial statemadisdtes that it is probable that an asset
had been impaired or a liability had been incuatthe date of the Company's financial statemeamnid the amount of the loss, or the range of
probable loss can be reasonably estimated, thénlesg is accrued and charged to operations. #facoual is made for a loss contingency
because one or both of the conditions pursuanE&SINo. 5 are not met, but the probability of anexde outcome is at least reasonably
possible, the Company will disclose the naturéhefdontingency and provide an estimate of the pleskiss or range of loss, or state that
such an estimate cannot be made.

The Company assesses tax uncertaintiesxpubure items after taking into considerationgirabability of the tax contingencies being
incurred. Accordingly, based upon the Company'ssssaent of the probability of these tax continges\dt was determined that accruals of
$12.9 million and $13.1 million were required foréign tax contingencies and $2.0 million and $tillion were required for sales and use
tax contingencies as of December 31, 2003 and DieeeB1, 2004, respectively, related to contingenfe fiscal years 2000 through 2004.

The Company maintains an accrual for thmm@any's health and workers compensation partigirsgirance, which is a component of
total accrued expenses in the consolidated balstmeets. Management determines the adequacy ofdbesels based on a monthly
evaluation of the Company's historical experienwt taends related to both medical and workers corsg@on claims and payments,
information provided to the Company by the Compaiysurance broker, industry experience and theagedag period in which claims are
paid. If such information indicates that the Compsuaccruals require adjustment, the Company wallrespondingly, revise the assumptions
utilized in the Company's methodologies and reduqerovide for additional accruals as deemed

83




appropriate. As of December 31, 2004, the accarahie Company's partial seifsurance programs approximated $2.3 million. Then@an)
also carries stop-loss insurance that providesragedimiting the Company's total exposure reldteeach medical and workers
compensation claim incurred, as defined in theiagble insurance policies. The medical and workerapensation annual claim limits are
$175,000 and $350,000, respectively. For the yeding December 31, 2004, the Company experiencgair2s that exceeded the limits for
medical and no claims that exceeded the limitsMorkers compensation. As of December 31, 2004Ctmapany had $1.0 million letters of
credit outstanding issued from the Company's inseaarrier to cover a performance bond and ligdslin connection with the Company's
workers' compensation partial self-insurance.

Note 16. Legal Matters

In June and July 2001, the Company andicedf its directors and officers were named agmnlgénts 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 &ftetrember 4, 1999. The respective complaints allbgethe 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 afigg underwriters had (a) solicited and receivetitahal and excessive compensation and
benefits from their customers beyond what wasdigtehe registration statement and prospectugqanentered into tie-in or other
arrangements with certain of their customers whiehe allegedly designed to maintain, distort andifiate the market price of the
Company's common stock in the aftermarket. The ¢taims seek unspecified monetary damages and athief. This case is among the over
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 signed Stifioths and Orders of Dismissal, which dismisseddbmpany's named individual officers and
directors from the action, without prejudice, the Company remained a defendant in the case. Qudrghl9, 2003, the court issued its
decision on the joint motion to dismiss the IPCdieiing cases. The decision: (a) allowed the pféntid pursue their claim against the
Company based on its alleged issuance of a refiistrstatement and prospectus that failed to disckofraudulent scheme by the offering's
underwriters and (b) dismissed, with leave to amémelplaintiffs' claim against the Company based®alleged knowledge and intent to
defraud investors so as to benefit from an inflggede for the Company's common stock in the aftek®t. The plaintiffs, the Directors &
Officers' insurance underwriters and the Compamgray other issuer co-defendants, have agreedniniplé to a form of settlement that
would dismiss the Company and its individual dioestand officers from the litigation without reqag that the Company fund the settlem
The settlement documents are presently being dradied will be submitted to the court for approvate they have been finalized. The
Company believes this litigation is without metitdaintends to vigorously defend itself againsslitpuld the lawsuit be re-filed. It is
impossible at this time to assess whether or reobthicome of these proceedings will or will not @@amaterial adverse effect on the
Company. We have not recorded any accrual for &rggent liability associated with this legal prodeey based on our belief that a liability,
while possible, is not probable and any range ¢€pital future charge cannot be reasonably estunait¢his time. On March 10, 2005, the
court signed an order certifying the proposed attint classes and the tentative proposed settlemasmapproved contingent on changes
required in the order. The final settlement is etpe to occur in the first half of 2005. The Compadoes not expect the settlement to have a
material impact on its operations or cash flow.

In August 2004, as a result of the Commaaghouncement on August 4, 2004 that it intendeddtate its financial statements for the
fiscal years ended December 31, 2000, 2001, 2002603, the
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Company and certain of its current and former efficand directors were named as defendamsféhdants ") in several securities class
action lawsuits filed in the United States Dist@durt for the Southern District of California. Heeactions were filed on behalf of those who
purchased, or otherwise acquired, the Company'srmemstock between April 26, 2000 and August 4, 200 lawsuits generally allege
that, during that time period, Defendants madesfalsd misleading statements to the investing palbiaut the Company's business and
financial results, causing its stock to trade éfieially inflated levels. Based on these allegas, the lawsuits allege that Defendants violated
the Securities Exchange Act of 1934, and the pffargeek unspecified damages. These actions hese tonsolidated into a single action in
In re Wireless Facilities, Inc. Securities Litigation , Master File No. 04CV1589-JAH. The plaintiffs fila consolidated complaint on

January 31, 2005. The Company filed a motion tmdis the consolidated complaint on March 17, 200& hearing date for the motion to
dismiss is currently set for June 16, 2005 befoesRederal District Court. The Company believes tthe allegations lack merit and intends to
vigorously defend all claims asserted. It is implaissat this time to assess whether or not theamcof these proceedings will or will not
have a material adverse effect on the Company. &Ve hot recorded any accrual for a contingentlltgtsissociated with this legal
proceeding based on our belief that a liabilityjlevpossible, is not probable and any range ofmi@kfuture charge cannot be reasonably
estimated at this time.

Two derivative lawsuits have been filedhie United States District Court for the Southerstiirt of California against certain of the
Company's current and former officers and directeedicini v. Wireless Facilities, Inc., Case No. 04CV1663oth v. Wireless
Facilities, Inc., Case No. 04CV1810. These actions have been coasadidhto a single action im re. Wireless Facilities, Inc. Derivative
Litigation , Lead Case No 04CV1663-JAH. The factual allegatiorthese lawsuits are substantially similar twsthin the class action
lawsuits, but the plaintiffs in these lawsuits asskims for breach of fiduciary duty, unjust erfminent and violations of California's insider
trading laws. The plaintiffs in these lawsuits seekpecified damages and equitable and/or injuactlief. The lead plaintiff filed a
consolidated complaint on March 21, 2005. The Comifelieves that the allegations lack merit andrids to vigorously defend all claims
asserted. It is impossible at this time to assd®thver or not the outcome of these proceedingsowilill not have a material adverse effect
on the Company. We have not recorded any accrual éontingent liability associated with this legabceeding based on our belief that a
liability, while possible, is not probable and aayge of potential future charge cannot be readgrstimated at this time.

In August and September 2004, two virtuallntical derivative lawsuits were filed in Califda Superior Court for San Diego County
against certain of the Company's current and fowffarers and directors. These actions containu@cillegations similar to those of the
federal lawsuits, but the plaintiffs in these caagsert claims for violations of California’s insidrading laws, breaches of fiduciary duty,
abuse of control, gross mismanagement, waste pbcate assets and unjust enrichment. The plaintiffisese actions seek unspecified
damages, equitable and/or injunctive relief andaligement of all profits, benefits and other congagion obtained by defendants. These
lawsuits have been consolidated into one actiortlaagblaintiffs filed a Consolidated Shareholderiizetive Complaint on October 14, 2004
In re. Wireless Facilities, Inc. Derivative Litigation, California Superior Court, San Diego County, Lead Case No. GIC 834253. This action
was stayed by the Superior Court on February 28520he Company believes that the allegations taekit and intends to vigorously defend
all claims asserted. It is impossible at this timassess whether or not the outcome of these guioags will or will not have a material
adverse effect on the Company. We have not recadgéccrual for a contingent liability associatath this legal proceeding based on our
belief that a liability, while possible, is not fy@ble and any range of potential future charge @igla reasonably estimated at this time.

In addition to the foregoing matters, frime to time, the Company may become involved irous lawsuits and legal proceedings that
arise in the ordinary course of business. Howditgation is subject to inherent uncertaintiesg am adverse result in these or other matters
may arise from time
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to time that may harm the Company's business. Tmpany is currently not aware of any such legateealings or claims that we believe

will have, individually or in the aggregate, a makadverse affect on our business, financial @ or operating results.

Note 17. Quarterly Financial Data (Unaudited)

The following financial information reflecall normal and recurring adjustments that aréhénopinion of management, necessary for a
fair statement of the results of the interim pesiclummarized quarterly data for the years endegmber 31, 2003 and 2004, is as follows

(in millions, except per share data):

Fiscal year 2003
Revenue:

Gross profit
Operating income (lost
Benefit for income taxe

Net income (loss

Net income (loss) per common she
Basic
Diluted

Fiscal year 2004
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Net income (loss) per common she
Basic
Diluted
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The Company's fourth quarter of 2003 nebime were impacted by a $6.3 million stock compegmsaharge related to certain

modifications of stock options and a charge of $8iion related to compensation expense for cerégrn-out provisions of the Company's

acquisitions in its ENS divisions.

Quarterly Results in 2004

The Company's third quarter of 2004 opegakdss and net loss were impacted by a $13.9amittharge comprised of contingent
acquisition consideration of $12.4 million and $inBlion of general and administrative costs redate the Company's financial statement

restatement. The $12.4 million charge was a redulte Company's amendment of the purchase agreésmegated to two of the
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companies acquired in the ENS divisions, resuiiting rescission of the continuous employment cladisen the earn-out arrangements.
These amendments constituted a triggering everthwieisulted in the charge of $12.4 million. In digai, operating loss was impacted by a
$9.8 million reduction in gross margin resultingnpeirily from increases in estimated costs for cacts signed in 2003.

The Company's fourth quarter of 2004 nebime was impacted by the benefit for income tax&5d million, or an effective 70 perce
benefit rate. The tax benefit was a result of tbenBany's reduction of certain tax valuation acceuesulting from the Company's refinement
of its projected adjusted taxable income by eaxlu@sdiction.

Note 18. Subsequent Event

On March 28, 2005, the Company entered@ttange in Control Agreements with the followingpayees: Deanna Lund, the
Company's Senior Vice President and Chief Finar@fi€er, James R. Edwards, the Company's Senice YPresident and General Counsel,
Rochelle Bold, the Company's Senior Vice Presideatporate Development and Investor Relations, @ift, President, U.S., Wireless
Network Services and Steven D. Roth, President @xdernment Services. The Agreements provide thabng other things, upon a char
of control each employee is entitled to (i) the iatiate vesting of fifty percent (50%) of all stamtions and stock appreciation rights grai
to such employee as of the date of the changentraland (ii) the vesting of the remaining stogkions and stock appreciation rights on the
earlier of the one year anniversary date of thexgbaf control or the resignation by such empla®a result of certain triggering events
following the change in control. In addition, ifiilmving a change of control the employee is terreédavithout cause or resigns as a result of
certain triggering events, such employee is entitereceive a severance payment equal to oneojesaich employees's base salary plus the
employee's maximum bonus amount for that fiscat.yea
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WIRELESS FACILITIES, INC.

Schedule II: Valuation and Qualifying Accounts

(in millions)
Years Ended December 31, 2002, 2003 and 2004
Balance at
Beginning of Write-offs/ Balance at
Allowance for Doubtful Accounts Year Provision Recoveries End of Year
Year ended December 31, 2C $ 16.C $ 96 $ (18.¢) $ 6.8
IEEEESE———" S S S
Year ended December 31, 2C $ 6.8 $ 06 $ 0.9 $ 6.5
IEEEESE———" S S S
Year ended December 31, 2C $ 6.5 $ 05 $ 0.7 $ 6.3
.| I I .|
Balance at
Beginning of Provisions Balance at
Valuation Allowance on Deferred Tax Assets Year (Reduction) End of Year
Year ended December 31, 2C $ 15.6 $ 222 $ 38.C

Year ended December 31, 2C $ 38.C $ (7€) $ 30.4
I NN —
Year ended December 31, 2C $ 304 $ 23 % 28.1

See accompanying Report of Independent RegistarBlicPAccounting Firm.
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CHANGE OF CONTROL AGREEMENT

Exhibit 10.45

This Change of Control Agreement (the "Agnent") is made effective as of March 28, 2005ywbeh Wireless Facilities, Inc. ("WFI")
and Rochelle Bold ("Bold"), subject to WFI's BoarftDirectors' approval.

A. Bold is presently employed as SeMime President, Corporate Development and Stratelgioning pursuant to an offer letter dated
November 14, 2004 (the "Offer Letter

B. Bold and WFI desire to memorializeniriting their understanding regarding severancgygnts and vesting of stock options and
stock appreciation rights granted to Bold under WEeE¢uity incentive plans in the event of a Chasigéontrol.

Therefore, in consideration of the promiaed the mutual covenants contained below, andtf@r good and valuable consideration,
receipt of which is hereby acknowledged, the pardigree as follow:



1. Vesting Upon Change of Control.  Upon the closing of a transaction that contgtla Change of Control (as defined in paragraph :
(a) below), the vesting of 50% of all stock opti@ml stock appreciation rights granted to Bold uMiEI's equity incentive plans that as of
the date of such Change of Control remain unvesttatl accelerate, to the extent permissible by teatwithstanding and in addition to any
existing vesting provisions set forth in such stopkion, stock appreciation right and/or WFI equitgentive plan. On the one year
anniversary of such Change of Control or upon gdeting Event (as defined in paragraph 3(b) belajchever occurs sooner, the
remaining unvested portion of any stock options stodk appreciation rights shall immediately vest.

2. Severance Payment Following a Change of Control.  If Bold is terminated without Cause (as defiregaragraph 3(c) below) or
voluntarily resigns from WFI as a result of a Tegipg Event (as defined in paragraph 3(b) belowérat Change of Control (as defined in
paragraph 3(a) below), Bold will be entitled tog®® severance compensation equal to one year dfdse salary then in effect plus her
maximum bonus amount for such fiscal year, les$iGage taxes and withholding, in satisfaction tfadligations (other than as provided in
paragraph 1 above) that WFI may have to Bold. Paymisuch severance compensation will be condétiompon Bold's execution of a
separation agreement with a release of claims nedy satisfactory to WFI.

3. Définition of Change of Control and Triggering Event.

(&) A Change of Control means: (i) thguasition by an individual person or entity or @gp of individuals or entities acting in conc
directly or indirectly, through one transactionaoseries of transactions, of more than 50% of thistanding voting securities of WFI; (ii) a
merger or consolidation of WFI with or into anotlettity after which the stockholders of WFI immedig prior to such transaction hold less
than 50% of the voting securities of the surviverdity; (iii) any action or event that results etBoard of Directors consisting of fewer than
a majority of Incumbent Directors ("Incumbent Dit@s" shall mean directors who either (A) are divex of WFI as of the date hereof, or
(B) are elected or nominated for election, to tleauBl with the affirmative votes of at least a mijoof the Incumbent Directors at the time of
such election or nomination); or (iv) a sale ofallsubstantially all of the assets of WFI.

(b) A Triggering Event means (i) Boldsrhination from employment; (ii) a material changé¢he nature of Bold's role or job
responsibilities so that Bold's job duties and oesibilities after the Change of Control, when d¢dered in their totality as a whole, are
substantially different in nature from the job @stBold performed immediately prior to the Chanfi€antrol; or (iii) the relocation of Bold's
principal place of work to a location of more thiaitty (30) miles from the location Bold was assgrto immediately prior to the Change of
Control.

(c) "Cause" means (i) acts or omissiansstituting gross negligence, recklessness orukitifisconduct on the part of Bold with resp
to Bold's obligations or otherwise relating to thesiness




of WFI; (ii) Bold's material breach of this Agreemter WFI's standard form of confidentially agreemé€iii) Bold's conviction or entry of a
plea of nolo contendere for fraud, misappropriattoembezzlement, or any felony or crime of mougpitude; or (iv) Bold's willful neglect «
duties or poor performance. Notwithstanding thedaing, a termination under subsection iv shallowsistitute a termination for "Cause”
unless WFI has first given Bold written notice loétoffending conduct (such notice shall includeescdiption of remedial actions that WFI
reasonably deems appropriate to cure such offeratinduct) and a thirty (30) day opportunity to csueh offending conduct. In the event
WFI terminates Bold's employment under subsecticabbve, WFI agrees to participate in binding aaibn, if requested by Bold, to
determine whether the cause for termination walulviteglect of duties or poor performance as oppld® some other reason that does not
constitute Cause under this Agreement.

4. General Provisions. Except as set forth in this Agreement, the seofithe Offer Letter remain unchanged. Nothinghis
Agreement is intended to change the at-will natdrBold's employment with WFI. This Agreement ahd Offer Letter, including the WFI
standard confidentiality agreement, constituteethiére agreement between Bold and WFI with resfeBbld's employment with WFI. No
amendment or modification of the terms or condgiofithis Agreement shall be valid unless in wgtand signed by the parties.

ROCHELLE BOLD

Dated: /sl ROCHELLE BOLD

WIRELESS FACILITIES, INC.

Dated: By: /s/ ERIC DEMARCO

Eric DeMarco, Chief Executive Offict
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Exhibit 10.46

CHANGE OF CONTROL AGREEMENT

This Change of Control Agreement (the "Agmnent") is made effective as of March 28, 2005wbeh Wireless Facilities, Inc. ("WFI")
and William E. Clift ("Clift"), subject to WFI's Bard of Directors' approval.

A. Cliftis presently employed as WHesident of its WNS-US Division pursuant to areofétter dated November 5, 2004 (the
"Offer Letter").

B. CIlift and WFI desire to memorializewriting their understanding regarding vestingtafck options and stock appreciation rights
granted to Clift under WFI's equity incentive planghe event of a Change of Control.

Therefore, in consideration of the promiaed the mutual covenants contained below, andtfer good and valuable consideration,
receipt of which is hereby acknowledged, the psudigree as follows:

1. Vesting Upon Change of Control.  Upon the closing of a transaction the constgi# Change of Control (as defined in paragraph 3
(a) below), the vesting of 50% of all stock opti@ml stock appreciation rights granted to Cliftemd/FI's equity incentive plans that as of
the date of such Change of Control remain unvestedl accelerate, to the extent permissible by fatwithstanding and in addition to any
existing vesting provisions set forth in such stopkion, stock appreciation right and/or WFI equitgentive plan. Upon a Triggering Event
(as defined in paragraph 2(b) below), the remainimgested portion of any stock options and stogkegation rights shall immediately vest.

2. Définition of Change of Control and Triggering Event.

(&) A Change of Control means: (i) thguasition by an individual person or entity or @gp of individuals or entities acting in conc
directly or indirectly, through one transactioneoseries of transactions, of more than 50% of thstanding voting securities of WFI; (ii) a
merger or consolidation of WFI with or into anotletity after which the stockholders of WFI immedig prior to such transaction hold less
than 50% of the voting securities of the surviverdity; (iii) any action or event that results etBoard of Directors consisting of fewer than
a majority of Incumbent Directors ("Incumbent Dit@s" shall mean directors who either (A) are divex of WFI as of the date hereof, or
(B) are elected or nominated for election, to tlvai8l with the affirmative votes of at least a mijoof the Incumbent Directors at the time of
such election or nomination); or (iv) a sale ofallsubstantially all of the assets of WFI.

(b) A Triggering Event means (i) Cliftsmination from employment; (ii) a material chamgé¢he nature of Clift's role or job
responsibilities so that Clift's job duties ando@ssibilities after the Change of Control, whensidared in their totality as a whole, are
substantially different in nature from the job @stiClift performed immediately prior to the Charndeontrol; or (iii) the relocation of Clift's
principal place of work to a location of more thigitty (30) miles from the location Clift was asséyl to immediately prior to the Change of
Control, subject to his current travel and relomatigreement with WFI.

(c) "Cause" means (i) acts or omissiansstituting gross negligence, recklessness orukitifisconduct on the part of Clift with respect
to Clift's obligations or otherwise relating to thesiness of WFI; (ii) Clift's material breach bf¢ Agreement or WFI's standard form of
confidentially agreement; (iii) Clift's convictiaor entry of a plea of nolo contendere for fraudsappropriation or embezzlement, or any
felony or crime of moral turpitude; or (iv) Cliftsillful neglect of duties or poor performance. Wahstanding the foregoing, a termination
under subsection iv shall not constitute a ternbmafior "Cause" unless WFI has first given Cliftitten notice of the offending conduct (such
notice shall include a description of remedial @tsi that WFI reasonably deems appropriate to aigie sffending conduct) and a thirty
(30) opportunity to cure such offending conducttia event WFI terminates Clift' employment unddrsection iv, WFI agrees to participate
in binding arbitration, if




requested by Clift, to determine whether the cdoistermination was willful neglect of duties orgogperformance as opposed to some other
reason that does not constitute Cause under thisefgent.

3. General Provisions. Except as set forth in this Agreement, the geofithe Offer Letter remain unchanged. Nothinghis
Agreement is intended to change the at-will natdr€lift's employment with WFI. This Agreement atie Offer Letter, including the
Additional Terms and Conditions attached theretbthe Proprietary Information and Innovations Agneat signed by Clift, constitute the
entire agreement between Clift and WFI with respe@lift's employment with WFI. No amendment ordification of the terms or
conditions of this Agreement shall be valid unles#riting and signed by the parties.

WILLIAM E. CLIFT

Dated: /sl WILLIAM E. CLIFT

WIRELESS FACILITIES, INC.

Dated: By: /s/ ERIC DEMARCO

Eric DeMarco, Chief Executive Offict
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Exhibit 10.47
CHANGE OF CONTROL AGREEMENT

This Change of Control Agreement (the "Agmnent") is made effective as of March 28, 2005wvbeh Wireless Facilities, Inc. ("WFI")
and James R. Edwards ("Edwards"), subject to W&edard of Directors' approval.

A. Edwards is presently employed as @eviice President, General Counsel pursuant toffen letter dated March 29, 2004 (the
"Offer Letter").

B. Edwards and WFI desire to memorializerriting their understanding regarding vestirigtmck options and stock appreciation
rights granted to Edwards under WFI's equity ineenplans in the event of a Change of Control.

Therefore, in consideration of the promiaed the mutual covenants contained below, andtfer good and valuable consideration,
receipt of which is hereby acknowledged, the psuigree as follows:

1. Vesting Upon Change of Control.  Upon the closing of a transaction the contgi Change of Control (as defined in paragraph 3
(@) below), the vesting of 50% of all stock opti@mal stock appreciation rights granted to EdwandietuWFI's equity incentive plans that as
of the date of such Change of Control remain urkeshall accelerate, to the extent permissiblexy hotwithstanding and in addition to ¢
existing vesting provisions set forth in such stopkion, stock appreciation right and/or WFI equitgentive plan. On the one year
anniversary of such Change of Control or upon gdgéting Event (as defined in paragraph 3(b) belajchever occurs sooner, the
remaining unvested portion of any stock options stiodk appreciation rights shall immediately vest.

2. Severance Payment Following a Change of Control.  If Edwards is terminated without Cause (asrasfiin paragraph 3(c) below)
or voluntarily resigns from WFI as a result of aggering Event (as defined in paragraph 3(b) belaftgr a Change of Control (as defined in
paragraph 3(a) below), Edwards will be entitledeiceive severance compensation equal to one yddés bhse salary then in effect plus his
maximum bonus amount for such fiscal year, les$ieaie taxes and withholding, in satisfaction thfodligations (other than as provided in
paragraph 1 above) that WFI may have to EdwardganBat of such severance compensation will be cmmaitt upon Edwards' execution of
a separation agreement with a release of clainsonadbly satisfactory to WFI.

3. Définition of Change of Control and Triggering Event.

(&) A Change of Control means: (i) thgusition by an individual person or entity or agp of individuals or entities acting in conc
directly or indirectly, through one transactioneoseries of transactions, of more than 50% of thstanding voting securities of WFI; (ii) a
merger or consolidation of WFI with or into anottesttity after which the stockholders of WFI immaedlg prior to such transaction hold less
than 50% of the voting securities of the surviverdity; (iii) any action or event that results iretBoard of Directors consisting of fewer than
a majority of Incumbent Directors ("Incumbent Dit@s" shall mean directors who either (A) are divex of WFI as of the date hereof, or
(B) are elected or nominated for election, to tlvai8l with the affirmative votes of at least a mi&joof the Incumbent Directors at the time of
such election or nomination); or (iv) a sale ofallsubstantially all of the assets of WFI.

(b) A Triggering Event means (i) Edwar#smination from employment; (ii) a material charig the nature of Edwards' role or job
responsibilities so that Edwards' job duties asgheasibilities after the Change of Control, whensidered in their totality as a whole, are
substantially different in nature from the job @stEdwards performed immediately prior to the CleasfgControl; or (iii) the relocation of
Edwards' principal place of work to a location afne that thirty (30) miles from the location Edwardlas assigned to immediately prior to
the Change of Control.

(c) "Cause" means (i) acts or omissiansstituting gross negligence, recklessness orukiifisconduct on the part of Edwards with
respect to Edwards' obligations or otherwise netpto the




business of WFI; (ii) Edwards' material breachhi$ Agreement or WFI's standard form of confiddhtiagreement; (iii) Edwards' convictic
or entry of a plea of nolo contendere for fraudsappropriation or embezzlement, or any felony onerof moral turpitude; or (iv) Edwards'
willful neglect of duties or poor performance. Ndtvstanding the foregoing, a termination under sgbien iv shall not constitute a
termination for "Cause" unless WFI has first giegdwards written notice of the offending conductcfsuotice shall include a description of
remedial actions that WFI reasonably deems appteptd cure such offending conduct) and a thir@) (Ray opportunity to cure such
offending conduct. In the event WFI terminates Edisaemployment under subsection iv, WFI agregmatticipate in binding arbitration, if
requested by Edwards, to determine whether theedausermination was willful neglect of dutiespwor performance as opposed to some
other reason that does not constitute Cause uhideAgreement.

4. General Provisions. Except as set forth in this Agreement, the seofithe Offer Letter remain unchanged. Nothinghis
Agreement is intended to change the at-will natdrEdwards' employment with WFI. This Agreement #mel Offer Letter, including the
Additional Terms and Conditions attached theretthe Proprietary Information and Innovations Agneat signed by Edwards, constitute
the entire agreement between Edwards and WFI| wihect to Edwards' employment with WFI. No amendroemodification of the terms
or conditions of this Agreement shall be valid @slé writing and signed by the parties.

JAMES R. EDWARDS

Dated: /sl JAMES R. EDWARDS

WIRELESS FACILITIES, INC.

Dated: By: /s/ ERIC DEMARCO

Eric DeMarco, Chief Executive Offict
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Exhibit 10.48
CHANGE OF CONTROL AGREEMENT

This Change of Control Agreement (the "Agmnent") is made effective as of March 28, 2005wvbeh Wireless Facilities, Inc. ("WFI")
and Deanna Lund ("Lund"), subject to WFI's BoardoEctors' approval.

A. Lund is presently employed as ChiefaRcial Officer pursuant to an offer letter dakdrch 15, 2004 (the "Offer Letter").

B. Lund and WFI desire to memorializeniriting their understanding regarding vesting twick options and stock appreciation rights
granted to Lund under WFI's equity incentive plamthe event of a Change of Control.

Therefore, in consideration of the promiaed the mutual covenants contained below, andtf@r good and valuable consideration,
receipt of which is hereby acknowledged, the psuigree as follows:

1. Vesting Upon Change of Control.  Upon the closing of a transaction that contt&wa Change of Control (as defined in paragraph :
(a) below), the vesting of 50% of all stock opti@msl stock appreciation rights granted to Lund uNdEI's equity incentive plans that as of
the date of such Change of Control remain unvesttatl accelerate, to the extent permissible by teatwithstanding and in addition to any
existing vesting provisions set forth in such stopkion, stock appreciation right and/or WFI equitgentive plan. On the one year
anniversary of such Change of Control or upon gdéting Event (as defined in paragraph 3(b) belajchever occurs sooner, the
remaining unvested portion of any stock options stiodk appreciation rights shall immediately vest.

2. Severance Payment Following a Change of Control.  If Lund is terminated without Cause (as defimegdaragraph 3(c) below) or
voluntarily resigns from WFI as a result of a Tegipg Event (as defined in paragraph 3(b) belowérat Change of Control (as defined in
paragraph 3(a) below), Lund will be entitled toe®e severance compensation equal to one year tfdse salary then in effect plus her
maximum bonus amount for such fiscal year, les$ieaie taxes and withholding, in satisfaction thiodligations (other than as provided in
paragraph 1 above) that WFI may have to Lund. Paywfesuch severance compensation will be conditilompon Lund's execution of a
separation agreement with a release of claims nedrbyp satisfactory to WFI.

3. Définition of Change of Control and Triggering Event.

(&) A Change of Control means: (i) thgusition by an individual person or entity or agp of individuals or entities acting in conc
directly or indirectly, through one transactioneoseries of transactions, of more than 50% of thstanding voting securities of WFI; (ii) a
merger or consolidation of WFI with or into anotleettity after which the stockholders of WFI immedig prior to such transaction hold less
than 50% of the voting securities of the survivardity; (iii) any action or event that results iretBoard of Directors consisting of fewer than
a majority of Incumbent Directors ("Incumbent Dit@s" shall mean directors who either (A) are divex of WFI as of the date hereof, or
(B) are elected or nominated for election, to tlvai8l with the affirmative votes of at least a mi&joof the Incumbent Directors at the time of
such election or nomination); or (iv) a sale ofallsubstantially all of the assets of WFI.

(b) A Triggering Event means (i) Lundésnhination from employment; (ii) a material chamgé¢he nature of Lund's role or job
responsibilities so that Lund's job duties and oesibilities after the Change of Control, when édered in their totality as a whole, are
substantially different in nature from the job @gtiund performed immediately prior to the Chang€antrol; or (iii) the relocation of
Lund's principal place of work to a location of radhat thirty (30) miles from the location Lund wassigned to immediately prior to the
Change of Control.

(c) "Cause" means (i) acts or omissiansstituting gross negligence, recklessness orukitifisconduct on the part of Lund with resg
to Lund's obligations or otherwise relating to business




of WFI; (ii) Lund's material breach of this Agreemi@r WFI's standard form of confidentially agreem)€iii) Lund's conviction or entry of a
plea of nolo contendere for fraud, misappropriattoembezzlement, or any felony or crime of mougpitude; or (iv) Lund's willful neglect
of duties or poor performance. Notwithstandingftiregoing, a termination under subsection iv shatlconstitute a termination for "Cause"
unless WFI has first given Lund written notice loé bffending conduct (such notice shall includeegctiption of remedial actions that WFI
reasonably deems appropriate to cure such offeratinduct) and a thirty (30) day opportunity to csueh offending conduct. In the event
WFI terminates Lund's employment under subsectioWViF| agrees to participate in binding arbitratidmequested by Lund, to determine
whether the cause for termination was willful neglef duties or poor performance as opposed to suihver reason that does not constitute
Cause under this Agreement.

4. General Provisions. Except as set forth in this Agreement, the seofithe Offer Letter remain unchanged. Nothinghis
Agreement is intended to change the at-will natidreund's employment with WFI. This Agreement ahd Offer Letter, including the
Additional Terms and Conditions attached theretthe Proprietary Information and Innovations Agneat signed by Lund, constitute the
entire agreement between Lund and WFI with resfoelctind’'s employment with WFI. No amendment or rfiodtion of the terms or
conditions of this Agreement shall be valid unles@riting and signed by the parties.

DEANNA LUND

Dated: /s/ DEANNA LUND

WIRELESS FACILITIES, INC.

Dated: By: /s/ ERIC DEMARCO

Eric DeMarco, Chief Executive Offict
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Exhibit 10.48
CHANGE OF CONTROL AGREEMENT

This Change of Control Agreement (the "Agmnent") is made effective as of March 28, 2005wvbeh Wireless Facilities, Inc. ("WFI")
and Steven D. Roth ("Roth"), subject to WFI's Boafr®irectors' approval.

A. Roth is presently employed as WFtssilent of its WFI Government Services, Inc. sdibsy, pursuant to an offer letter dated
September 10, 2004 (the "Offer Letter").

B. Roth and WFI desire to memorializevititing their understanding regarding vesting tofck options and stock appreciation rights
granted to Roth under WFI's equity incentive plamihe event of a Change of Control.

Therefore, in consideration of the promiaed the mutual covenants contained below, andtfer good and valuable consideration,
receipt of which is hereby acknowledged, the psudigree as follows:

1. Vesting Upon Change of Control.  Upon the closing of a transaction the constgi# Change of Control (as defined in paragraph 3
(a) below), the vesting of 50% of all stock opti@mal stock appreciation rights granted to Roth ukidel's equity incentive plans that as of
the date of such Change of Control remain unvestedl accelerate, to the extent permissible by fatwithstanding and in addition to any
existing vesting provisions set forth in such stopkion, stock appreciation right and/or WFI equitgentive plan. Upon a Triggering Event
(as defined in paragraph 2(b) below), the remainimgested portion of any stock options and stogkegation rights shall immediately vest.

2. Définition of Change of Control and Triggering Event.

(&) A Change of Control means: (i) thguasition by an individual person or entity or @gp of individuals or entities acting in conc
directly or indirectly, through one transactionaoseries of transactions, of more than 50% of thistanding voting securities of WFI; (ii) a
merger or consolidation of WFI with or into anotleettity after which the stockholders of WFI immedlg prior to such transaction hold less
than 50% of the voting securities of the surviverdity; (iii) any action or event that results etBoard of Directors consisting of fewer than
a majority of Incumbent Directors ("Incumbent Dit@s" shall mean directors who either (A) are divex of WFI as of the date hereof, or
(B) are elected or nominated for election, to tlvai8l with the affirmative votes of at least a mijoof the Incumbent Directors at the time of
such election or nomination); or (iv) a sale ofallsubstantially all of the assets of WFI.

(b) A Triggering Event means (i) Rotlésmination from employment; (ii) a material chang¢he nature of Roth's role or job
responsibilities so that Roth's job duties and @asibilities after the Change of Control, when d¢desed in their totality as a whole, are
substantially different in nature from the job @gtiRoth performed immediately prior to the Charfg€amtrol; or (iii) the relocation of Roth's
principal place of work to a location of more thiaitty (30) miles from the location Roth was assidrio immediately prior to the Change of
Control, subject to his current travel and relomatigreement with WFI.

(c) "Cause" means (i) acts or omissiansstituting gross negligence, recklessness orukitifisconduct on the part of Roth with resg
to Roth's obligations or otherwise relating to lusiness of WFI; (ii) Roth's material breach o§tAgreement or WFI's standard form of
confidentially agreement; (iii) Roth's convictionentry of a plea of nolo contendere for fraud,apropriation or embezzlement, or any
felony or crime of moral turpitude; or (iv) Rotiallful neglect of duties or poor performance. Ndtvgtanding the foregoing, a termination
under subsection iv shall not constitute a terndmefior "Cause" unless WFI has first given Rothtten notice of the offending conduct (such
notice shall include a description of remedial @tsi that WFI reasonably deems appropriate to aigie sffending conduct) and a thirty
(30) opportunity to cure such offending conductthHe event WFI terminates Roth' employment undbsaction iv, WFI agrees to participate
in binding arbitration, if requested by Roth, tdatenine whether the cause for termination was wlitlieglect of




duties or poor performance as opposed to some mhson that does not constitute Cause under tinsefnent.

3. General Provisions. Except as set forth in this Agreement, the geofithe Offer Letter remain unchanged. Nothinghis
Agreement is intended to change the at-will natdr@oth's employment with WFI. This Agreement and Offer Letter, including the
Additional Terms and Conditions attached theret the Proprietary Information and Innovations Agneat signed by Roth, constitute the
entire agreement between Roth and WFI with redpeRbth's employment with WFI. No amendment or rficdiion of the terms or
conditions of this Agreement shall be valid unlesgriting and signed by the parties.

STEVEN D. ROTH

Dated: /s/ STEVEN D. ROTH

WIRELESS FACILITIES, INC.

Dated: By: /s/ ERIC DEMARCO

Eric DeMarco, Chief Executive Offict
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Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors and Stockholders
Wireless Facilities, Inc.:

We consent to incorporation by referenceegistration statements No. 333-53014, No. 333t816lo. 333-74108, and No. 333-112956
on Form S-3; No. 333-112957 on Form S-4; and N8-33455, No. 333-54818, No. 333-71702, and No. 38352 on Form S-8 of Wireless
Facilities, Inc. of our report dated March 24, 208%cept as to Note 18, which is as of March 28520ith respect to the consolidated bale
sheets of Wireless Facilities, Inc. as of Decen®ier2003 and 2004, and the related consolidatéenseats of operations, stockholders'
equity, and cash flows for each of the years inttinee-year period ended December 31, 2004 anctbwed financial statement schedule,
which report appears in the December 31, 2004 AiRaport on Form 10-K of Wireless Facilities, I'@ur report on the consolidated
financial statements refers to a change in metfied@unting for goodwill.

/sl KPMG LLP
San Diego, California

March 30, 2005
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EXHIBIT 31.1
Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes Oxley Act of 2002
I, Eric M. DeMarco, certify that:

1. | have reviewed this annual report on Form 10-K\Mifeless Facilities, Inc.;

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements odimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) for the registrant and have:

€)] Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materiairmédion relating to the registrant, including itssolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being prepared,;

(b) Evaluated the effectiveness of the registrantdassire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

(c) Disclosed in this report any change in the regisanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter that hatenadly affected, or is reasonably likely to maadly affect, the
registrant's internal control over financial rejpugt and

5. The registrant's other certifying officer(s) antllve disclosed, based on our most recent evaluatiorternal control over
financial reporting, to the registrant's auditonsl ¢he audit committee of the registrant's boardigctors:

(@)  All significant deficiencies and material weaknessethe design or operation of internal contra¢iofmancial reportin
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéanin the
registrant's internal control over financial repugt

Date: March 31, 2005

/s/ ERIC M. DE MARCO

Eric M. Demarco
Chief Executive Officer
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EXHIBIT 31.2
Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes Oxley Act of 2002
I, Deanna H. Lund, certify that:

1. | have reviewed this annual report on Form 10-K\Mifeless Facilities, Inc.;

2. Based on my knowledge, this report does not coraajnuntrue statement of a material fact or om#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements odimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Hhd 15d-15(e)) for the registrant and have:

€)] Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materiairmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report is
being prepared,;

(b) Evaluated the effectiveness of the registrantdassire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

(c) Disclosed in this report any change in the regimanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter that haenadly affected, or is reasonably likely to maadly affect, the
registrant's internal control over financial rejpugt and

5. The registrant's other certifying officer(s) antllve disclosed, based on our most recent evaluatiorternal control over
financial reporting, to the registrant's auditansl ¢he audit committee of the registrant's boardigctors:

(@)  All significant deficiencies and material weaknessethe design or operation of internal contra¢iofmancial reportin
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéanin the
registrant's internal control over financial repugt

Date: March 31, 2005

/s/ DEANNA H. LUND

Deanna H. Lund
Senior Vice President, Chief Financial Officer
and Chief Accounting Officer
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying AnnRaeport of Wireless Facilities, Inc. (the "Compangh) Form 10-K for the year ended
December 31, 2004 (the "Report"), I, Eric M. DeMar€hief Executive Officer of the Company, certipgrsuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarb@arkey- Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act of4] 2®d

(2) The information contained in the Report fairly grets, in all material respects, the financial ctadiand results of operations
of the Company.

Date: March 31, 2005

WIRELESS FACILITIES, INC.

By: /sl ERIC M. DEMARCO

Eric M. Demarco
Chief Executive Officer
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying AnnRaeport of Wireless Facilities, Inc. (the "Compangh) Form 10-K for the year ended
December 31, 2004 (the "Report"), I, Deanna H. L @hief Financial Officer of the Company, certifyrsuant to 18 U.S.C. Section 1350
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act of4]2®d

(2) The information contained in the Report fairly grets, in all material respects, the financial ctadiand results of operations
of the Company.

Date: March 31, 2005

WIRELESS FACILITIES, INC.

BY: /SI DEANNA H. LUND

Deanna H. Lund
Senior Vice President, Chief Financial Office
and Chief Accounting Officer
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