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All references to us, we, our, the Company and Yefdr to Wireless Facilities, Inc., a Delaware Qwgtion, and its subsidiaries.

EXPLANATORY NOTE

In this Annual Report on Form 10-K, we are restatinr consolidated balance sheet as of Decemb&085, and the related
consolidated statements of income, stockholdensitgagcomprehensive income and cash flows for th&ry ended December 31, 2004 and
2005. This Report also includes restated unaudijtedterly financial information and financial stawents for interim periods of 2005.

As a result of the findings of our Equity Award Rew, our consolidated financial statements forytbars ended December 31, 2004 and
2005 have been restated. The restated consoliflatettial statements include unaudited financifdimation for interim periods of 2005
consistent with Article 10-01 of Regulation S-X.ef@ompany also recorded additional stock-based ensgtion expense and associated tax
adjustments affecting the Company ’s previoushorega financial statements for 1998 through 2008 dffects of which are summarized in
cumulative adjustments to additional paid-in cdpdaferred compensation and accumulated deficibants as of December 31, 2003 in the
amounts of $56.1 million, $6.6 million and $62.9lian, respectively, all of which are recorded IetConsolidated Statements of
Shareholders’ Equity.

Equity Award Review
Background and Scope of Review

Our current executive management team, which has imeplace since 2004, initiated an internal revié our historical practices relat
to granting stock option awards and other equitgral® (the ‘Equity Award Review) in the summer of 2006 in reaction to media répor
regarding stock option granting practices of pubtimpanies. The Equity Award Review was conductid @versight from the Board of
Directors (the “Board”), and assistance from oussile counsel, Morrison & Foerster LLP (“Morrisondfster”).In February 2007, the Boe
appointed a Special Committee of the Board to ke adequacy of the Equity Award Review and #@mmendations of management
regarding historical option granting practices, mthake recommendations and findings regardingehmactices and individual conduct.
The Special Committee was not charged with malkang, did not make, any evaluation of the accourdigtgrminations and related tax
adjustments. The accounting determinations antectlax adjustments were evaluated by managemedrtharAudit Committee of the Board
of Directors. The Special Committee was compridea mon-employee director who had not served onGmampensation Committee before
2005.

The Equity Award Review encompassed all grantsptibas to purchase shares of our common stock thed equity awards made sir
two months prior to our initial public offering (otiPO”) in November 1999 through December 2006. &l&® reviewed all option grants that
were entered into our stock option database (Edtdtye) after our IPO with a grant date before Ndven1999, as well as other substantial
grants issued prior to our IPO. The total numbegrahts reviewed in the Equity Award Review exceketié 000 individual grants. We furtf
reviewed all option grants with a grant date tlratpded an employeetate of hire. As part of the review, interviewd.8 current and formu
officers, directors, employees and attorneys werelacted, and more than 40 million pages of eleatrand hard copy documents were
searched for relevant information. The Special Cdaiemalso conducted its own separate review obtitn granting practices during the
tenure of our current executive management teaougfir additional interviews and document collecaonl review with the assistance of its
own separate counsel, Pillsbury Winthrop Shaw RitthaLP (“Pillsbury Winthrop”), and FTI Consultingd. (“FTI Consulting”), a forensic
information technology consulting firm.




The Special Committee completed its evaluatiorhefEquity Award Review in August 2007 after consialgg the information gathered
by management and Morrison & Foerster, along végtimg and data gathering by Pillsbury Winthrop B¢l Consulting. The Special
Committee concluded that the Equity Award Revievs wamplete and worthy of reliance. Our Board has abncluded that the scope and
thoroughness of the Equity Award Review was conepdetd appropriate.

The Equity Award Review established the absenamonfemporaneous evidence supporting a substantiaber of the previously-
recorded option grants, substantially all of whisdre made in the period from 1998 through late 2@@8ing this period of time, in some
instances, documents, data and interviews sudgasbption grants were prepared or finalized daycome cases, weeks or months after
the option grant date recorded in our accountiegnds. The affected grants include options issaextttain newly-hired employees using
measurement dates prior to their employment stdetsdand options issued to non-employees, incluativgsors to the Board, erroneously
designated as employees. The Special Committeealsduded that certain former employees and fowffarers participated in making
improper option grants, including the selectiomy@nt dates with the benefit of hindsight and ia delay in dating of otherwise approved
option grants.

Impact on Previously Issued Reports and Financiab8&ments

In light of the Equity Award Review and the Sped@mmittee$ findings described herein, the Audit Committe¢hef Board conclude
that our prior financial statements for periodsvrd998 through our filing of interim financial statents for the period ended September 30,
2006, must be restated. Our management deternfiagdiiom fiscal year 1998 through fiscal year 2068 Company did not properly
recognize non-cash equity-based compensation charpese charges are material to our financiatistants for the years ended
December 31, 1998 through 2005, the periods tolwdich charges would have related. Previously filelal reports on Form 10-K and
quarterly reports on Form 10-Q affected by theateshents have not been and will not be amendedlandd not be relied upon.

Consistent with the relevant accounting standandsracent guidance from the Securities and Exch@ugemission (the SEC”) as
part of the Equity Award Review, the grants durihg relevant period were organized into categdréaed on grant type and process by
which the grant was finalized. We analyzed the en@ related to grants in each category as p#nedtquity Award Review. This evidence
included, but was not limited to, electronic anggibal documents, document metadata, and witnésviews. The controlling accounting
standards were applied to the relevant facts ardmistances, in a manner consistent with the repgdance from the SEC, to determine the
proper measurement date for every grant within eatbgory. If the measurement date was not the sarttee originally assigned grant date,
accounting adjustments were made as required tirgsui stock-based compensation expense and dellateme tax effects, as detailed
below.

Based on the results of the Equity Award Review cawecluded that, pursuant to Accounting Princifdeard Opinion No. 25,
Accounting for Stock Issued to Employ(* APB 25"), and relevant interpretations, revised accountireasurement dates should be applied
to a substantial number of the stock option graatering options for the purchase of 15.2 millibi®s of our common stock that were
awarded primarily between March 1998 and DecemB@82The use of the revised measurement datekdaftected option grants required
us to record a total of $75.0 million in additiom@ferred compensation, with substantially allhef increase relating to option grants made
before December 31, 2003. We have also recorde@ $58lion in additional stock-based compensatigpense for the years 1998 through
2005, reflecting the amortization of deferred comgaion over the relevant vesting periods, whick tyaically over four years. After
aggregate other tax adjustments and income tastadgunts of $9.6 million, the restatement resultetbial net adjustments to net income
(loss) of $48.6 million for the years 1998 thro#f105. This amount is net of forfeitures relate@aployee terminations of




approximately $16.8 million. These amounts do nohide the unauthorized issuance of common stoakgehof $0.6 million and $5.7

million in 2002 and 2003, respectively, relatedrisappropriated options by the Company’s formeclsadministrator described herein. The
aggregate amount of the Equity Award Review inalgdhe misappropriated options is $64.5 million poised of the $58.2 million in
additional stock-based compensation expense aBdiion of a charge for unauthorized issuanceamhmon stock. After aggregate other
tax adjustments and income tax adjustments of ®8ll®n, the restatement resulted in total net atiients to net income (loss) of $54.9
million for the years 1998 through 2005. Approxielgt$26.6 million of the stock-based compensatigpease was recorded in 2001, due to
cancellations from our Stock Option Cancel/Re-gRuaigram, as described below, which resulted irrehgining unamortized deferred
compensation being expensed upon the cancellatibfarch 2001 in accordance with Emerging Issue& Fasce 00-23, “Issues Related to
the Accounting for Stock Compensation under APBn@pi No. 25 and FASB Interpretation No. 44.”

As a consequence of these adjustments, our autitesblidated financial statements and related aisces for the years ended
December 31, 2004 and 2005 and our consolidatéshstats of operations and consolidated balance dagefor the four years ended
December 31, 2005, included in “Selected Consdi&inancial Data” in Part I, Item 6 of this Repdrave been restated. Additionally, the
unaudited quarterly financial information for intarperiods of 2005, as well as the unaudited ba&laheet data for the interim periods of
2006, included in “Management’s Discussion and #sialof Financial Condition and Results of Openradion Part 11, Item 7 of this Report,
have been amended. We have also restated thelsisekl compensation expense footnote informatiauleséd under Statement of Finan
Accounting Standards, or SFAS, No. 128counting for Stock-Based Compensation SFAS 123 and SFAS No. 148\ccounting for
Stock-Based Compensation—Transition and DisclosareéSFAS 148, under the disclosure-only alterregtiof those pronouncements for the
years 2004 and 2005 and for interim periods of 200& restated footnote information has been ireguid “Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems” as well as in the Consolidated Financiat&nents in Part Il, Item 15 of this
Report.

None of the adjustments resulting from the Equityafd Review affected our previously reported regmash, cash equivalents or
marketable securities balances in any prior periods

Former Stock Option Administrator

During the course of the Equity Award Review, wecdivered that Vencent Donlan, a former stock opidministrator, had engaged in
a fraudulent scheme by which he misappropriatembopto purchase more than 700,000 shares of sibgltten gains from this scheme
approximated $6.3 million. We have brought an actigainst Donlan seeking return of the fraudulealitained stock option proceeds. We
also promptly alerted the SEC of our discovery iar6h 2007. The SEC commenced an enforcement ag@inst Donlan, and the U.S.
Attorney’s Office forwarded a grand jury subpoeoa$ seeking records related to Donlan and ouofiistl option granting practices. We
have cooperated with, and intend to continue t@eoate with, both the SEC and the U.S. Attorneyff&c®in their actions against Donlan
and otherwise. Donlan has consented to an injum&tiought by the SEC and has plead guilty to fddeainal charges brought against him
by the U.S. Attorney’s Office. We have recordecuaauthorized issuance of common stock charge éfi®dlion and $5.7 million in 2002
and 2003, respectively, related to this theft.

Except as otherwise stated, all financial informattontained in this Annual Report on Form 10-Kegieffect to this restatement.
Information regarding the effect of the restatenmmmour financial position and results of operagiprovided in Note 2 of Notes to
Consolidated Financial Statements, included in Raritem 15 of this Report. Financial informatigrcluded in the previously filed reports
Form 10-K, Form 10-Q and Form 8-K, the related apin of our independent registered public accogrfirms, and all previously issued
earnings press releases and similar communicafional|




periods ended on or before December 31, 2005 smaulde relied upon and are superseded in thaiegnby the information in this Annual
Report on Form 10-K.

In 2006 and 2007, we undertook a transformaticatesgry whereby we divested our wireless relatedniggsies and chose to aggressively
pursue business with the federal government. A rdeteiled description of our transformation strgtesgincluded herein.

PART |
ltem 1. Business

This Annual Report on Form 10-K (including the smetregarding Management’s Discussion and Analgkisinancial Condition and
Results of Operations) contains forward-lookindesteents regarding our business, financial conditiesults of operations and prospects.
Words such as “expects,” “anticipates,” “intendglans,” “believes,” “seeks,” “estimatesihd similar expressions or variations of such w
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 AdAiK. Additionally, statements concerning futurattars are forwardboking statement:

Although forward-looking statements in this Ann&aport on Form 10-K reflect our good faith judgmesich statements can only be
based on facts and factors currently known by aens€quently, forward-looking statements are inhtgresuibject to risks and uncertainties
and actual results and outcomes may differ mateffim the results and outcomes discussed in ticipated by the forward-looking
statements. Factors that could cause or contribugach differences in results and outcomes in¢ladtbout limitation, those specifically
addressed in Item 1A—“Risks Factors” below, as wslthose discussed elsewhere in this Annual Repdform 10-K. Readers are urged
not to place undue reliance on these forward-lapktatements, which speak only as of the datei@#thnual Report on Form 10-K. We file
reports with the SEC. We make available on our wehmder “Investor Relations/SEC Filings,” freeobfarge, our annual reports on
Form 10-K, quarterly reports on Form 10-Q, curmeports on Form 8-K and amendments to those repsrs®on as reasonably practicable
after we electronically file such materials withfornish them to the SEC. Our website addressagv.wfinet.com You can also read and
copy any materials we file with the SEC at the SERUblic Reference Room at 100 F Street, NE, Wgshin DC 20549. You can obtain
additional information about the operation of thblt Reference Room by calling the SEC at 1-80@G-$%B30. In addition, the SEC
maintains an Internet siteMww.sec.goy that contains reports, proxy and informationestatnts, and other information regarding issuers tha
file electronically with the SEC, including us.

We undertake no obligation to revise or updatefanyarddooking 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 througl!
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.




On November 7, 2006, our Board approved a changeeifiscal year end from the last Friday in Decentb December 31.
Concurrently, the Board approved a change in ttegiin fiscal periods to provide that the last dayhe fiscal quarter shall be the last day of
the calendar month of each quarter. As a resutetid of fiscal 2006, which would have ended ondbdwer 29, 2006, ended as of
December 31, 2006. Prior to this change in fisealrythe Company operated and reported using & %26k fiscal year ending the last
Friday in December. As a result, a fifty-third weelis added every five or six years. Under the paporting system, each 52 week fiscal
year consisted of four equal quarters of 13 weeks gand each 53 week fiscal year consists of ttiBegeek quarters and one 14 wi
quarter. The change in fiscal year and interimaligeriods will not be applied to periods priothe quarter ended September 30, 2006, and,
consistent with prior reports, all prior fiscal jefs presented or discussed in this report have peesented as ending on the last day of the
nearest calendar month. In reliance on ExchangdRatgase No. 26589, the Company will not file asition report covering the transition
period from December 30, 2006 to December 31, 2006.

We were incorporated in the state of New York odéeber 19, 1994 and began operations in March M@5.eincorporated in the
state of Delaware in 1998. We consummated our IP@avember 5, 1999. Our principal executive offieéocated at 4810 Eastgate Mall,
San Diego, California 92121. Our telephone num&€858) 228-2000.

Description of the Business
General
Historical Structure
In 2006, we were an independent provider of outsediengineering and network deployment servicesirig systems engineering and
integration services and other technical servioeshie wireless communications industry, the Udegnment, and enterprise customers.
Former Operating Segments

In 2006, we had three operating segments whichistealsof our Wireless Network Services (“WNS”) segm our Enterprise Network
Services (“ENS”) segment, and our Government Natvgarvices segment, also known as WFI Governmamic®s, Inc. The financial
statements in this Annual Report on Form 10-K aes@nted in a manner consistent with this formeratng structure. For additional
information regarding our operating segments, sete 14 of Notes to Consolidated Financial Statementiuded in Part IV, Item 15 of this
Report.

Wireless Network Services Segment
Our Wireless Network Services segment consistddi@fprimary services: Wireless Engineering Servimes Wireless Network
Deployment Services.

Wireless Engineering Services

Wireless Engineering Services provided network eegliing and business consulting services for alidaployment planning for
wireless carriers, including technology assessnmeatket analysis, and business plan developmerg.sEvice area studied and analyzed the
traffic patterns, population density, and topogsaphd propagation environment in each market undesideration. It analyzed the financial,
engineering, competitive and technology issuesiegife to a proposed technology or network deplayrpeoject.




Wireless Deployment Services

Wireless Deployment Services provided a range wiices for the full design and deployment of wissdaetworks carrier customers.
Such services included: Radio Frequency Engineg8pgctrum Relocation; Fixed Network Engineerinigg ®evelopment; and Installation
and Optimization Services.

Enterprise Network Services Segment

Our ENS segment, which we now call our non-fedeusiness, provides system design, deployment,ratieg, monitoring and support
services for enterprise networks. Enterprise ndtevbave been traditionally segregated into sys®mh as voice, data, access control, video
surveillance, temperature control and fire alarne provide services that combine such systems dadinfegrated solutions on an Ethernet-
based platform. We also offer solutions that corahiaice, data, electronic security and buildingpengtion systems with fixed or wireless
connectivity solutions. We aim to meet the needanyf business enterprise by understanding the reddle particular entity, sifting through
the multiple solutions and complex technologieslatte in the marketplace and designing, deploymgnaging 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 tgpaystems.

Government Network Services Segment

Our Government Network Services segment, which eve call our federal business, serves the fedegiherring and information
technology services market, which includes thegiesievelopment, deployment, integration and mamagé of communications and
information networks. This business is describechare detail below.

Corporate Transformation

In 2006 and 2007, we undertook a transformaticatesgry whereby we divested our wireless-relatednagsies and chose to aggressively
pursue business with the federal government, pifyntwe U.S. Department of Defense, through striatagquisitions. These divestitures and
acquisitions are described in more detail below.

Sale and Discontinuance of Significant Subsidiaries

In December 2005, our Board made the decision itaoex Mexican operations and certain of our oftheployment businesses in South
America. Prior to this decision, these operatioad been reported in our WNS segment. We deterntireedhese operations met the criteria
to be classified as held for sale. Accordingly,reftected these operations as discontinued in dec@e with SFAS No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets’bimr financial statements as of and for the yededr2005. The other South American
operations were substantially shut down as of titead December 2005.

On February 17, 2006, we entered into an Equitglrase Agreement to sell all of the stock of our lyhmwvned subsidiaries (i) WFI de
Mexico, S. de R.L. de C.V,, (ii) WFI de Mexico, 8®ios de Adminstracion, S. de R.L. de C.V., (iN}FI de Mexico, Servicios de Ingenieria,
S. de R.L. de C.V,, (iv) WFI Services de Mexico Sda C.V., (v) WFI Asesoria en Adminstracion, Sa@d (vi) WFI Asesoria en
Telecomunicaciones, S.C. (the “Mexico Operationspakoki LLC. The transaction closed on MarchZ@)6. Refer to Note 14 Related
Party Transactions for further discussion of thechaser, Sakoki, LLC.




The Equity Purchase Agreement provided that we avoedeive total approximate consideration of $18ilion, with $1.5 million in
cash and the balance by a secured promissory Awtaf. December 31, 2006 we had received all ins&tit payments due under the
promissory note.

The impact of the divestiture has been reflectetiénconsolidated balance sheets as of Decemb@086, There was no gain or loss
realized on the sale since the business was sdakliradt carrying value.

On December 28, 2006, our Board approved a plaivest portions of our business where critical nfess$ not been achieved. This p
involved the divestiture of our EMEA operations aathaining South American operations. We determthatithese operations met the
criteria to be classified as held for sale. Accoglly, we have reflected these operations as disaged in accordance with SFAS No. 144,
“Accounting for the Impairment or Disposal of Lohgred Assets” in our financial statements as of &ordhe year ended December 31,
2006.

On March 9, 2007, we completed the sale of our EMipArations to LCC Wireless Engineering Servicesilad, a wholly-owned
subsidiary of LCC International, Inc. (“LCC") inaash for stock transaction valued at $4 millione Bale of EMEA generated a gain of $3.3
million which was recorded in the first quarter2@f07.

On April 20, 2007, we completed the sale of althef issued and outstanding equity interests ofanally owned subsidiary WFI de
Brazil Techlogia en Telecomunicaciones LTDA, toaBtgic Project Services, LLC (SPS). The considemndticluded the assumption of
substantially all outstanding liabilities of WFI&4il, nominal cash consideration, and additionah-@at consideration based on 25% of net
receivables collected subsequent to the closing dde recorded an impairment charge in the fountirtgr of 2006 of approximately $5.2
million to reduce the current carrying value of 8®uth American operations to their estimatedviaiue.

For the year ended December 31, 2006, our disagdimperations in Latin America and EMEA had rewsnof $27.0 million and net
loss of $11.2 million. The prior yearactivities have been reclassified as discontiryetations in the accompanying consolidated setés
of operations.

On June 4, 2007, the Company completed the sal€@of the assets used in the conduct of the ojparaf the Company’s Wireless
Engineering Services portion of the wireless nekngarvices segment that provides engineering ses\iwthe non-government wireless
communications industry in the United States.

The aggregate consideration in connection withstile was $46 million, subject to certain adjustreen€C delivered a subordinated
promissory note for the principal amount of $21iiom subject to working capital adjustments, gradd $17 million in cash at the closing,
and we have retained an estimated $7 million ireebunts receivable of the business, subject tking capital adjustments.

On July 5, 2007, we sold the $21.6 million suboatkm promissory note taken in the sale of assét€& We received approximately
$19.6 million in net cash proceeds, reflectingscdunt from par value of less than five percentaggtegate transaction fees of
approximately $1 million. The note was acquiredalfynd affiliated with Silver Point Capital, L.P.&\are not providing any guaranty for
LCC's payment obligations. Certain post closinguatipents that, under the terms of the sale of o8r Wireless Engineering business are
expected to be made to the principal amount o, may instead be made by payments between WHLEAC or between Silver Point
and WFI, as applicable.

On August 10, 2007, in accordance with the terntb@fagreement, we provided the closing balancetsherking capital calculation,
which indicated a $2.6 million working capital asfjoment was due to WFI as an increase to the balsfrtbe Subordinated Promissory Note.
LCC has 30 days to review the calculation and notif of any dispute.
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On July 24, 2007, we completed the sale to anat#ilof Platinum Equity of our Wireless Deploymeatvices portion of the wireless
network services segment. The total consideratiotthie acquisition was $24 million including $18llion in cash at closing, subject to
typical post closing working capital adjustmentsd @an aggregate $6 million in a three-year earnao@ingement through 2010. The deal
includes a Transition Services Agreement for thadition of certain services for a period of sixnits and the deployment business
employees will remain our employees until Octohe2d07; under an employee leasing arrangementRigttinum. The assets sold to
Platinum Equity include all of our Wireless Deplogmt business, and the Wireless Facilities name.

As a result of the Engineering and Deployment Sex/divestitures in 2007, the wireless networkises/segment will be classified as a
discontinued operation in the second and thirdtguaof 2007, respectively.

Customers

A representative list of our customers in our WN§rsent during 2006, consisting of both Engineeand Deployment services,
included (in alphabetical order) Cingular (now ATK Clearwire, Fibertower, Huawei, Sprint, T-Mobéad Verizon Wireless and equipment
vendors such as Motorola and Samsung. In our EN®eet, our customers in 2006 included General Etethe Atlanta airport, Lockheed
Martin, the City of Houston, Texas the Toyota Cerdd Westfield Shopping Towns. Customers in cowv&nment Network Services
segment during 2006 included the U.S. Air Forc&.lArmy, U.S. Navy, Missile Defense Agency, the Brément of Homeland Security,
FMS and the U.S. Southern Command.

Employees
As of December 31, 2006, our then continuing openatemployed approximately 2,180 ftilhe employees, consultants and contrac
worldwide. None of our employees were represenyed labor union and we did not experience any vetobpage.

Transition to New Company Name

As noted above, the final wireless related divestiof WFI's Wireless Deployment business incluttesisale of the company’s name,
Wireless Facilities, Inc. Accordingly, the Compaamnounced that by December 31, 2007 it would ch#@eg®rporate name and stock ticker
symbol to reflect its new business focus.

Company Overview
The following discussion presents our current bessrfollowing the transformation actions that welena 2007.

We are an innovative provider of mission criticajgmeering, IT services and warfighter solutionse Work primarily for the U.S.
federal government, but we also perform work fatestand local agencies. Our principle servicesuthe| but are not limited to, Command,
Control, Communications, Computing, Intelligencan&illance and Reconnaissance (C4ISR), weapoersgsifecycle support, military
weapon range and technical services, network eagimgservices, advanced IT services, securitysamdeillance systems, and critical
infrastructure design and integration services.dffer our customers solutions and expertise to stigpeir mission-critical needs by
leveraging the Company'’s skills across our coreiserareas.

We derive a substantial portion of our revenue foammtracts performed for federal government agenevith the majority of our
revenue currently generated from the delivery afsioin-critical war
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fighter solutions, advanced engineering servicgstesn integration and system sustainment servicdefense and other government
agencies. We believe our diversified and stabkntlbase, strong client relationships, broad asfaypntracts, considerable employee base
with possession of government security cleararar@s significant management and operational capiasilposition us for continued growth.

We have strong, long-term relationships with oigrdk, as evidenced by our record of retainingrmss. We have provided high-end
engineering, weapons support and other solutiossgtomers within the U.S. Army, U.S. Air ForceSUNavy, National Aeronautics and
Space Administration (NASA), Defense Logistics AggfiDLA), Defense Contract Management Agency (DCMB)S. Department of
Homeland Security, and various strategic militaagés and defense locations throughout the Unitgé<Stor more than twenty years.

We believe our strong relationships are the refuur in-depth understanding of our client's miss, the strength of our technical
solutions, and the co-location of a humber of cupkyees with our clients.

We have made significant investments in our managénemployees and infrastructure in support ofgsawth and profitability
strategies. Our senior managers have more thage#ts of collective experience with federal goveentragencies, the U.S. military and
federal government contractors. Members of our mament team have extensive experience growing éss#s organically, as well as
through acquisitions.

Relevant Industry Terms

We generally perform our services for federal gowaent agencies pursuant to both contracts andtagks. Acontractmay include
specific work requirements for a particular jobttisato be performed, or may instead provide a éaork that defines the scope and terms
under which work may be performed in the futureyhich case antask orderghat may be issued from time to time under the re@hset
forth the specific work assignments that are tpédormed under the contract. In this documengreafces to any contract include the task
orders, if any, issued under that contract. Acewlyi, information in this document regarding owearue under government contracts
includes revenue we receive under both contractgask orders. We perform services gsime contractorunder those contracts and task
orders that are awarded to us directly by the tdgvernment. We also perform services for thefaldgovernment assubcontractoto
other companies that are awarded prime contraeferénces in this prospectus regardingengagementsiean specific work that we have
contracted to perform as a prime contractor or eatsactor pursuant to both contracts and task erfera particular client.

Some of our contracts aneultiple award contracts (MACsMultiple award contracts are vehicles pursuanttich the federal
government may purchase goods or services fromraediéferent pre-qualified contractors. Such cants include government-wide
acquisition contractsGWACS), blanket purchase agreemenBRAs), GSA Schedule 78nd other Indefinite Delivery/Indefinite Quantity
(1D/1Q ) contractsGWACsare task-order or delivery-order contracts for goadd services established by one agency for gmeriwide
use.BPAsare a simplified method of filling repetitive neeaaisservices by establishing “charge accounts” withlified suppliers and
eliminating the need for issuing individual purobgaisivoice and payment documen®SA Schedule 76 a contracting vehicle sponsored by
the General Services Administration that is avadab all federal government agencies for procuirigrmation technology services and
products pursuant to contract& A Schedule 70 Contragtand task ordersGSA Schedule 70 Task Ordégwvarded thereunder. Finally,
ID/1Qs are contracts for goods or services which do neti§pa firm quantity and that provide for issuaré®rders for the performance of
tasks during the contract period. Multiple awardtcacts typically have eeiling, which is the maximum amount the government is
authorized to spend under the contract over theofithe contract. While the
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government is permitted to spend up to the cedimgpunt, there is no guarantee that it will do sthat any particular pre-qualified contractor
will receive awards under the vehicle.

Federal government contracts for our services aelhree types of pricing: time-and-materials; quss; and fixed-priceTime-and-
materials contractare contracts under which we are reimbursed farlabfixed hourly rates and generally reimbursegbsately for
allowable materials, other direct costs and oupatket expense&ost-plus contractare contracts under which we are reimbursed fdscos
that are determined to be allowable and allocabteé contract and receive a fee, which represmntprofit. Cost-plus fixed feeontracts
specify the contract fee in dollaSost-plus incentive feendcost-plus award feeontracts provide for increases or decreases indhtact
fee, within specified limits, based upon actualtessas compared to contractual targets for factach as cost, quality, schedule and
performanceFixed-price contractare contracts under which we perform specific tdgka predetermined price.

Market Opportunity
U.S. Department of Defense Drives Strategic Prim# for the Company

The delivery and execution of our mission-critieajineering and support services are driven bytiwgities of the U.S. Federal
government. According to the U.S. Department ofdde& (DoD) 2007 Fiscal Budget Priorities, the wbidd changed dramatically since the
end of the last century, and the DoD is changir wi—refocusing America’s forces and capabiliiesthe future.

The strategic priorities of the DoD are based igégpart on the Quadrennial Defense Review, tis¢é dwnducted in an era of global
terrorism, which continues the shift in emphasisdantifying key strategic priorities. These prims are currently focused on mission critical
capabilities of our armed forces, and providingsbpport infrastructure necessary to sustain tfa@ses in a time of heightened warfare
readiness and deployment.

The 2007 Fiscal DoD Budget is $439.3 billion, acr@ase of $28.5 billion over Fiscal Year 2006. Bhdgetary increase is primarily a
result of supporting Operation Iragi Freedom witingicant budgetary increases for the U.S. Arm$X2.7 billion), the U.S. Navy (+$4.1
billion) and the U.S. Marine Corps (+$0.8 billioThe U.S. Air Force (+$6.3 bilion), and Defense-avidcreases of +$4.6 billion. The total
budgetary increase of approximately 7% represeaigraficant opportunity to key federal governmeantractors in support of the Dowai
fighter, information technology, and other opematibpriorities. We believe there will be signifi¢anarket opportunities for providers of
system sustainment, IT and engineering servicesaludions to federal government agencies, pagituthose in the defense and homeland
security community, over the next several years.

Focus on Federal Government Transformation

The federal government, and the DoD in particutaim the midst of a significant transformationttisadriven by the federal
government need to address the changing nature of globedthirA significant aspect of this transformati®thie use of Command, Contt
Communications, Computing, Intelligence, Surveitlarmand Reconnaissance (C4ISR), and informatiomtdaby to increase the federal
government’s effectiveness and efficiency. Theltésuncreased federal government spending orrin&ion technology to upgrade
networks and transform the federal government fseparate, isolated organizations into larger, prisar level, networlcentric organizatior
capable of sharing information broadly and quickihile the transformation initiative is driven dyetneed to prepare for new world threats,
adopting these IT transformation initiatives wib@aimprove efficiency and reduce infrastructurstesacross all federal government agencies.
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Competitive Strengths

We believe we are well positioned to meet the dgmdolving needs of federal government agenciesiigh-end engineering services
and IT solutions because we possess the followdygokisiness strengths:

In-Depth Understanding of Client Missions

We have a long history of providing mission-critisarvices and solutions to our clients, enabliagaudevelop an in-depth
understanding of their missions and technical ndedsddition, a significant number of our employeee located at client sites, giving us
valuable strategic insights into clients’ ongoimglduture program requirements. Our in-depth urtdading of our client missions, in
conjunction with the strategic location of our eny#es, enables us to offer technical solutionsrtad to our clients’ specific requirements
and consistent with their evolving mission objeetiv

Diverse Base of Key Contract Vehicl

As a result of our business development focus oarseg key contracts, we are a preferred contramtanumerous multi-year GWACs
and MACs that provide us the opportunity to bidhamdreds of millions of dollars of business agaimdtscrete number of other pre-qualified
companies each year. These contracts include:

Seaport-e

GSA

Passive RFID EPC-1

PES

IT

LOG World

Mobis

Millennia Lite

AMCOM Express

Consolidated Acquisition of Professional ServidgaPS)
Support Services for Aviation, Air Defense & Missibystems (NAVSURFWARCENDIV)
Systems Engineering and Technical Assistance Can(®&TAC)
Specialized Engineering, Development & Test Arsfidodels

While the federal government is not obligated tkenany awards under these vehicles, we believéhtiiding preferred positions on
these contract vehicles provides us an advantage asek to expand the level of services we protddwrir clients.
Highly Skilled Employees and an Experienced Managemh Team

We deliver our services through a highly skilledrisforce of approximately 1,200 employees in ourgming business, as of August 1,
2007. Our senior managers have over 125 yearsllettioe experience with federal government agesdige U.S. military, and federal
government contractors. Members of our managensamt have experience growing businesses organieallyell as through acquisitions.
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Strategy

Our objective is to aggressively grow our busiresa leading provider of high-end engineering sesveind information technology
solutions to federal government agencies while owjmg our profitability. To achieve our objectiwee intend to:

Accelerate Internal Growtt

We intend to accelerate our internal growth ratedgyitalizing on our current contract base, expagdirvices provided to our existing
clients, expanding our client base and offering nemmplementary services.

Capitalize on Current Contract BaseWe intend to aggressively pursue task orderguexisting contract vehicles to maximize our
revenue and strengthen our client relationshipsdh there is no assurance that the federal governwill make awards up to the ceiling
amounts or that we will be awarded any task ordader these vehicles. We have developed seveeahaittools that facilitate our ability to
track, prioritize and win task orders under theskicles. Combining these tools with our techniogilegtise, our strong past performance
record and our knowledge of our clients’ needsukhposition us to win additional task orders.

Expand Services Provided to Existing Client§Ve intend to expand the services we provideutocarrent clients by leveraging our
strong relationships, technical capabilities anst parformance record. We believe our understandfimgjent missions, processes and needs,
in conjunction with our full lifecycle IT offeringgpositions us to capture new work from existingrts as the federal government continues
to increase the volume of IT services contractegrtdessional services providers. Moreover, wedveliour strong past performance record
positions us to expand the level of services weidmto our clients as the federal government @apgeater emphasis on past performance as
a criterion for awarding contracts.

Expand Client Base. We also plan to expand our client base intosavath significant growth opportunities by levenagiour industry
reputation, long-term client relationships and dseecontract base. We anticipate that this expangilb enable us both to pursue additional
higher value work and to further diversify our raue base across the federal government. Our langrdationships with federal
government agencies, together with our GWAC vehjdjéve us opportunities to win contracts with ngignts within these agencies.

Improve Operating Margins

We believe that we have significant opportunite@trease our operating margins and improve pdoifity by capitalizing on our
corporate infrastructure investments and internddlyeloped tools, and concentrating on high vatiged prime contracts.

Capitalize on Corporate Infrastructure Investments$n recent periods, we have made significantstwents in our senior management
and corporate infrastructure in anticipation ofifetrevenue growth. These investments includeddsenior executives with significant
experience with federal IT services companiesngtieening our internal controls over financial rdjppgy and accounting staff in support of
Sarbanes-Oxley compliance and public company rmpréquirements and expanding our Sensitive Cotmganted Information Facilities
(SCIFs) and other corporate facilities. We belieue management experience and corporate infragteiatre more typical of a company with
a much larger revenue base than ours. We theraftigpate that as our revenue grows, we will be &bleverage this infrastructure base
increase our operating margins.

Concentrate on High Value-Added Prime Contract@/e expect to improve our operating margins astwee to increase the percent
of revenue we derive from our work as a prime amtor and from engagements where contracts aredadan a best value, rather than on a
low cost, basis. The federal
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government’s move toward performance-based cordmaatds to realize greater return on its investrhastresulted in a shift to greater
utilization of best value awards. We believe thigtswill enable us to expand our operating margissve are awarded more contracts of this
nature.

Pursue Strategic Acquisition

We intend to supplement our organic growth by idinig, acquiring and integrating acquisitions tikamplement and broaden our
existing client base and expand our primary sereferings. Our senior management team brings fiogmt acquisition experience.

In the fourth quarter of 2006, we acquired MadiRasearch Corporation (“MRC”), a Huntsville, Alababresed privately-held provider
of high-end engineering, weapon systems suppadtpasfessional services to the U.S. Army, U.S.Firce, and NASA. Through the MRC
acquisition, we significantly expanded our custofioetprint within the DoD, added an important newstomer with the U.S. Army, and
added a key service differentiator by including paasystems life cycle sustainment operations aaidtenance to our core competencies,
which will help us achieve our long term growth exdtjves.

We intend to pursue additional acquisition oppadttes to continue to expand our customer base aadided new areas of differentiai
to our business model.

Growth Strategy

Our revenues have grown organically by establishieng business units with experienced senior exeesitivho have the ability to grow
these business units and expand our customer ®as®bjective is to continue growing revenues oitglly and through strategic
acquisitions. In order to assist in accomplishimg bbjective, we are focused on expanding newnessi development resources to build the
necessary infrastructure to identify, bid on and meéw business. Additionally, we plan to acquirsibasses that meet our primary objective
of providing us with enhanced capabilities in orttepursue a broader cross section of the DoD, BrtSother government markets, which at
the same time, may enable us to achieve our sepoobpective of broadening our customer base. Viéecarrently evaluating potential
targets. We anticipate that we will need to obtaiditional financing through the sale of equitydebt securities to fund any such acquisiti
We also expect to re-compete on our existing erging and management contracts. Our rate of revgraveth depends upon many factors,
including, among others, our success in bidding®n contracts and re-competes of our existing eotgr the continuation of our existing
programs, the funding levels for our contracts, ahility to meet demand for our services or progactd our ability to make strategic
acquisitions and to grow the businesses of ourieedjgompanies.

Current Organization

We currently have two types of business operatifeteral; and non-federal. We do not treat ougoimg business operations as sep:i
segments. Rather, we view our business as an atézbwhole. Within our federal division, we havetees of expertise: “Communications &
Technology Sector (CTS),” “Technical Resources @g@RS),” and “Engineering Design and Solutionst8e(EDSS).” Within our non-
federal division, we maintain regional office |ldoats, comprised of the Mid Atlantic Regional Officgoutheast Regional Office, and the
Southwest Regional Office, where we are focusedemurity integration services.

Federal Business

Our federal business serves the federal informd&ohnology services market, which includes thégiesievelopment, deployment,
integration and management of communications afodriration networks.
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The fiscal year (FY) 2007 defense budget suppaoiistantial investments in advanced technology eoige advantages over our
enemies, particularly in remote sensing and higffiepmance computing. This includes investmentsammunications improving
connectivity between troops and their commandetshegond the field of battle. C4ISR capabiliti@sformation communications and
transformation are some of the key areas of foosuthe DoD’s technology spending. We believe oppaties for growth can be found in the
following areas:

Weapon Systems Lifecycle Support

C4ISR

Defense IT

Knowledge management
Systems integration

Outsourced engineering services

We have historically targeted these areas for grawth our engineering service solutions, and mphast two years, we have begun to
further supplement this growth by expanding outauer footprint in these areas through continuestesgic acquisition. In particular,
through our acquisition of MRC, we have added sattvice and product capabilities in: weapon systamport and maintenance; space
programs; software and IT solutions; and advanekgtdémmunications programs.

The growth in the government information technologgrket is being driven by a number of factorsluding 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, ketgrowth has been driven and will continue tallieen in large part by DoD information
technology spending which has been increasing theepast two years at an even faster rate thaovii@ll government information
technology market.

Our federal government business segment also fe@rséhe homeland security market with productssandices aimed at providing
first responders to emergency situations with atmeee 3D image of the incident site.

Non-Federal Business

Our non-federal business provides system desigiogment, integration, monitoring and support segsifor non-federal, state, local
and municipal governments and civilian networksnMederal networks have been traditionally segegjaito systems such as voice, data,
access control, video surveillance, temperaturéraband fire alarm. We provide services that camlsuch systems and offer integrated
solutions on Ethernet-based and IP based platfdMesalso offer solutions that combine safety, vottaa, electronic security and building
automation systems with fixed or wireless conndgtisolutions.

We aim to meet the needs of any non-federal govemicustomer by understanding the needs of thepkat entity, sifting through the
multiple solutions and complex technologies avéadab the marketplace and designing, deploying, agarg and maintaining a cost-effective
and integrated solution that is capable of evoldadhe needs of the client change with time. @uget markets include opportunities at;
military bases, retail, healthcare, education, putdlic facilities.

Our commitment to these markets and our provetitybil provide feature-rich, cost-effective solutfohas allowed us to become one of
the larger independent civilian integrators forsing¢ypes of systems.
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Services and Solutions

We provide a range of integrated engineering, wggntér, security and information technology sersiead solutions by leveraging our
five core service offerings: network engineeringgi@eering services; range and technical servemsjrity systems integration; and IT
services.

Weapons System Life Cycle Sustainment

We provide weapons systems life cycle sustainmemices for the Department of Defense and foreigregiments. These services
focus on maintaining, testing and repairing cene@apons systems for the war fighter.

Engineering service

We have comprehensive experience providing engimgservices at any phase of a project lifecyctduiding Program Management,
Engineering Design, Systems Engineering, C4l Sy$M@O, Operations & Maintenance, Integrated LogstiTest & Evaluation,
Security/Building Mapping, Propulsion R&D, Advanc&dlecommunications, and Warfare Systems Training.

Range & Technical Servic

A key area of differentiation for us is within th@enge and technical service areas we offer. We tes@urces stationed at virtually all
major range locations throughout the United Statefiiding NAWC Pt. Magu, Hawaii Pacific Missile Rge, Fort Bliss, Texas, and White
Sands Missile Range, New Mexico. Our services theliierial Targets Operations & Maintenance, Serfbargets Operations &
Maintenance, Missile Systems Operations & MaintesaRange Operations Planning & Support, HAZMAT [Eigement, Supply &
Logistics Support, and Manufacturing.

Security Systems Integration

We have broad experience integrating security sesvand solutions across a number of network ammmemications platforms. In
particular, our non-federal business has long-staneixperience and has developed vast customéiorehips by providing best-in-class
systems integration services on a variety of ptatbincluding Digital (IP) Surveillance & Securitguilding Automation Systems &
Controls, Fire & Life Safety Systems, Access Confr&erimeter Protection, and Service & Maintenance

Network Engineerin

We offer a full lifecycle of network engineeringrgiees to our clients from the initial analysistbé requirements and design of the
network through implementation and testing of thkeition, including the design of disaster recoveoptingency plans. Our network
engineering capabilities include architecture depwient, design, implementation, configuration, apdration of Local Area Networks
(LAN), Metropolitan Area Networks (MAN) and Wide &a Networks (WAN). Our extensive experience praxgdhe following network
engineering services for federal government cliaiitsvs us to rapidly identify potential bottlenaclsecurity threats and vulnerabilities, and
address these potential issues with cost-effestiigtions in Design, Architecture, Testing Systémegration, Deployment, Security
Assessments, Recovery Plans, and Certification.

IT Services

We offer a range of IT services and solutions femnceptual network planning to system service aamht@nance. We have extensive
experience building complex and secure networkshfefederal government, and we possess in-dejpiiriexce with network operations
centers (NOCs). Our services
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include Network Operations Centers (NOCs), Helpk3eSystem Maintenance, System Upgrades, Configarbtanagement, Data
Warehousing, COTS Selection and Integration, argh Herformance Computing.

Customers

Our primary customers include the U.S. Departméefense, and various federal, state and locaégowent agencies. Representative
customers include:

U.S. Department of Defense (DoD)

U.S. Army

U.S. Navy

Foreign Military Services (FMS)

U.S. Department of Energy (DOE)

Defense Logistics Agency (DLA)

Defense Contract Management Agency (DCMA)
Defense Commissary Agency (DeCA)

Defense Information Systems Agency (DISA)

Space and Naval Warfare (SPAWAR) Systems Center
Joint Interagency Task Force-South (JIATF-South)
National Aeronautics and Space Administration (NASA

Competition

Our market is competitive, and includes the fufiga of federal and non-federal engineering ancetVise providers. Many of the
companies that we compete against have significgnélater financial, technical and marketing resesy and generate greater revenues than
we do.

Competition in the federal business segment indui@e one, large federal government contractarsh &s Northrop Grumman, SAIC,
ITT Industries, Inc., Computer Sciences Corporat®RINC, Raytheon Corporation, BAE, CACI. While wigw government contractors as
competitors, we often team with these companigsiitt proposals or in the delivery of our servi¢escustomers. Tier two competitors
include NCI, Inc., Stanley, Inc., MTC Technologi&¥;S Technologies, and Dynamics Research Corp.

Competition in the non-federal business segmemtdas Siemens Building Technology, Johnson Conthotgersoll Rand and
Convergent.

We believe that the principal competitive factar®ur ability to win new business include past perfance, qualifications, domain and
technology expertise, the ability to replace caritkeehicles, the ability to deliver results withindget (time and cost), reputation,
accountability, staffing flexibility, and projectanagement expertise. We believe our ability to cateplso depends on a nhumber of
additional factors including the ability of our ¢osers to perform the services themselves, and ettiwe pricing for similar services.

Employees

As of August 1, 2007 we employed in our on-goingibass approximately 1,200 full-time employees sattants and contractors
worldwide. As of the date of this report, approxieia 25 employees are represented by a labor uaimhwe have not experienced any work
stoppages. This employee count does not includdegpbyment business employees on our payroll @Quibber 1, 2007, who are currently
being leased by Platinum Equity.
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Item 1A. Risk Factors
Risks Related to Our Business

You should carefully consider the following risktfas and all other information contained hereinvesll as the information included in
this Annual Report, and other reports and filingada with the SEC in evaluating our business angpeots. Risks and uncertainties, in
addition to those we describe below, that are mesently known to us or that we currently beliexeimmmaterial may also impair our
business operations. If any of the following risksur, our business and financial results coulcheemed and the price of our common stock
could decline. You should also refer to the otihdorimation contained in this report, including aumaudited consolidated financial
statements and related notes.

The matters relating to our internal review of ostock option granting practices and the restatemehbur financial statements have
exposed us to civil litigation claims, regulatoryqreedings and government proceedings which couldden the Company and have a
material adverse effect on us.

Our current executive management team, which has imeplace since 2004, initiated the Equity AwReliew in the summer of 2006
in reaction to media reports regarding stock opgjcanting practices of public companies. The EgAityard Review was conducted with
oversight from the Board and assistance from otside counsel, Morrison & Foerster. In February2aBe Board appointed a Special
Committee of the Board to review the adequacy efEquity Award Review and the recommendations afagament regarding historical
option granting practices, and to make recommeodsiand findings regarding those practices andihgal conduct. The Special Commit
was not charged with making, and did not make,ev@uation of the accounting determinations oradxistments. The Special Committee
was comprised of a non-employee director who hadewed on our Compensation Committee before 2005.

The Equity Award Review encompassed all grantsptibas to purchase shares of our common stock thed equity awards made sir
two months prior to our IPO in November 1999 thiolecember 2006. We also reviewed all option grir@swere entered into our stock
option database (Equity Edge) after our IPO wigrant date before November 1999, as well as otiiestantial grants issued prior to our
IPO, consisting of more than 14,000 grants. Weherrteviewed all option grants with a grant date fireceded an employee’s date of hire.
As part of the review, interviews of 18 current dadner officers, directors, employees and attosnggre conducted, and more than 40
million pages of electronic and hard copy documergse searched for relevant information. The Sp&binmittee also conducted its own
separate review of the option granting practicetndithe tenure of current executive managememt tissough additional interviews and
document collection and review with the assistasfdes own separate counsel, Pillsbury Winthrog] &1 Consulting.

The Equity Award Review established the absenamonfemporaneous evidence supporting a substantiaber of the previously-
recorded option grants, substantially all of whisdre made in the period from 1998 through late 2@@8ing this period of time, in some
instances, documents, data and interviews sudgasbption grants were prepared or finalized dayfcsome cases, weeks or months after
the option grant date recorded in our books. Thectdd grants include options issued to certainlyhived employees but dated prior to tt
employment start dates and options issued to ngrlesmes, including advisors to the Board errongodsbkignated as employees. The
Special Committee also concluded that certain fomngployees and former officers participated in mgkmproper option grants, including
the selection of grant dates with the benefit ofilgight and in the deferral of the recording ofestfise approved option grants.

In light of the Equity Award Review, the Audit Conittee of our Board concluded that our prior finahctatements for periods from
1998 through our filing of interim financial statents for the period ended September 30, 2006, edonger be relied upon and must be
restated. Our management
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determined that, from fiscal year 1998 throughdigear 2005, we had unrecorded non-cash equityebesmpensation charges associated
with our equity incentive plans. These chargesaaterial to our financial statements for the yearded December 31, 1998 through 2005,
the periods to which such charges would have ml&eeviously filed annual reports on Form 10-K godrterly reports on Form 10-Q
affected by the restatements have not been andetilbe amended and should not be relied upon.

Our past stock option granting practices and teatement of our prior financial statements haymegd and may continue to expose us
to greater risks associated with litigation, regiuta proceedings and government inquiries and eefoent actions. As described in Part |,
Item 3, “Legal Proceedings,” several derivative ptaimts have been filed in state and federal cagtsnst our current directors, some of our
former directors and some of our current and forexexcutive officers pertaining to allegations ri@igto stock option grants. The SEC has
initiated an informal inquiry into our historicalogk option granting practices and we receivedtgpseana from the United States Attorney’s
Office for the Southern District of California fthie production of documents relating to our his@lrstock option granting practices, which
could result in civil and/or criminal actions se&dki among other things, injunctions against usthagayment of significant fines and
penalties by us. We are cooperating with the SECtla@ United States Attorney’s Office for the SauthDistrict of California, and expect to
continue to do so.

We have not been in compliance with The Nasdaq 8thlarket’s continued listing requirements and renmrasubject to the risk of our
stock being delisted from The Nasdaq Global SeMerket, which would have a material adverse effect us and our stockholder:

Due to the Equity Award Review and resulting restagnts, we could not timely file with the SEC ourmiial Report on Form 10-K for
the year ended December 31, 2006 or our QuartehoRs on Form 10-Q for the periods ended Marct28Q7 and June 30, 2007. As a
result, and as described in Part I, Item 3, “Ldjaiceedings,” we were not in compliance with thiadirequirements for continued listing on
The Nasdaqg Global Select Market as set forth inkiegigiace Rule 4310(c)(14) and were subject to tilefjisrom The Nasdaq Global Select
Market. Until we file our Quarterly Reports on Folid-Q for the periods ended March 31, 2007, ané B30y 2007, we will continue to be in
non-compliance with Marketplace Rule 4310(c)(14d aur common stock may be delisted from The NaS#ect Global Market. If our
stock is delisted, it would be uncertain whenyiée our common stock would be relisted. If a delggdid happen, the price of our stock and
the ability of our stockholders to trade in ourcét@ould be adversely affected and, depending enltination of the delisting, some
institutions whose charters disallow holding seesiin unlisted companies might sell our shardsckwcould have a further adverse effec
the price of our stock.

The process of restating our financial statementsaking the associated disclosures, and complyinthvdEC requirements are subject to
uncertainty and evolving requirements.

We have worked with our outside legal counsel amdirmdependent registered public accounting firasake our filings comply with
all related requirements. Nevertheless the issueumnding our historical stock option grant prees are complex and the regulatory
guidelines or requirements continue to evolve. €lgan be no assurance that further SEC and ottpeireenents will not evolve and that we
will not be required to further amend this and offilings. In addition to the cost and time to arddimancial reports, such amendments may
have a material adverse affect on investors andrammstock price and could result in a delisting@f common stock from The Nasdaq
Global Select Market.
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A number of our current and former executive officeand directors have been named as parties to isd\derivative action lawsuit:
arising from our internal option review, and therns a possibility of additional lawsuits, all of wtlh could require significant management
time and attention and result in significant legaixpenses.

We are subject to a number of lawsuits purportediypehalf of Wireless Facilities, Inc. against agrtof our current and former
executive officers and board members, and we magrbe the subject of additional private lawsuitshj8ct to certain limitations, we are
obligated to indemnify our current and former dicgs, officers and employees in connection withithvestigation of our historical stock
option practices and such lawsuits. The expensexiaded with these lawsuits may be significarg,amount of time to resolve these laws
is unpredictable and defending these lawsuits magrtdmanagement’s attention from the day-to-dagrapions of our business, which could
have a material adverse effect on our financiabldt@mn, business, results of operations and cashs]

Ongoing government inquiries relating to our padisk option practices may be time consuming and exgive and could result in
injunctions, fines and penalties that may have a tedal adverse effect on our financial condition anresults of operations.

The inquiries by the Department of Justice (“DCa¥ifl the SEC into our past stock option practiceoagoing. We have cooperated
with the DOJ and the SEC and expect to continwoteo. The period of time necessary to resolvestireguiries is uncertain, and we cannot
predict the outcome of these inquiries or whethemill face additional government inquiries, invgations or other actions related to our
historical stock option grant practices. Subjeatdédain limitations, we are obligated to indemrofyr current and former directors, officers
and employees in connection with the investigatibaur historical stock option practices, these 20@d SEC inquiries and any future
government inquiries, investigations or actionsedéinquiries could require us to expend signiticaanagement time and incur significant
legal and other expenses, and could result in &ndl criminal actions seeking, among other thifgenctions against us and the payment of
significant fines and penalties by us, which ccud@e a material adverse effect on our financiabld@m, business, results of operations and
cash flow.

We face intense competition from many competitdratthave greater resources than we do, which corgddult in price reductions, reduce
profitability or loss of market share

We operate in highly competitive markets and gdheeacounter intense competition to win contrgoten many other firms, including
mid-tier federal contractors with specialized caliiids and large defense and IT services providémnpetition in our markets may increase
as a result of a number of factors, such as tharee of new or larger competitors, including thfsened through alliances or consolidation.
These competitors may have greater financial, teehrmarketing and public relations resourcegdaclient bases and greater brand or r
recognition than we do. These competitors couldyragrother things:

« divert sales from us by winning very large-scalgggament contracts, a risk that is enhanced byabent trend in government
procurement practices to bundle services into facgatracts;

« force us to charge lower prices; or

» adversely affect our relationships with curren¢iots, including our ability to continue to win coetipively awarded engagements in
which we are the incumbent.

If we lose business to our competitors or are fdtoelower our prices, our revenue and our opegatitofits could decline. In addition,
we may face competition from our subcontractors Viteam time-to-time, seek to obtain prime contraci@tus on contracts for which they
currently serve as a subcontractor to us. If omaare of our current subcontractors are awardadegpdontractor status on such contracts in
the future, it could divert sales from us or cofdrte us to charge lower prices, which could caugemargins to suffer.
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Our quarterly operating results may fluctuate sidimantly as a result of factors outside of our cant, which could cause the market price
of our common stock to decline.

We expect our revenue and operating results tofvany quarter to quarter. As a result, our opegatesults may fall below the
expectations of securities analysts and investang;h could cause the price of our common stodltetdine. Factors that may affect our
operating results include those listed in this ¥R#actors” section and others such as:

 fluctuations in revenue recognized on contracts;

 variability in demand for our services and solusipn

e commencement, completion or termination of consraictring any particular quarter;
« timing of award or performance incentive fee najce

« timing of significant bid and proposal costs;

« variable purchasing patterns under the GSA Schetfuléontracts, government wide acquisition consr§&WACS), blanket
purchase agreements and other Indefinite Delivadgfinite Quantity (ID/IQ) contracts;

+ strategic decisions by us or our competitors, fichcquisitions, divestitures, spin-offs and jointures;
* strategic investments or changes in business girate

« changes in the extent to which we use subcontigctor

» seasonal fluctuations in our staff utilizatiotesg

» federal government shutdowns or temporary facdibsings;

« fluctuations in demand for outsourced network sEwior engineering services;

» changes in our effective tax rate including charigesir judgment as to the necessity of the vatuasillowance recorded against our
deferred tax assets, and

« the length of sales cycles.

Reductions in revenue in a particular quarter céedd to lower profitability in that quarter becauwsrelatively large amount of our
expenses are fixed in the short-term. We may is@mnificant operating expenses during the star&ug early stages of large contracts and
may not be able to recognize corresponding reventiext same quarter. We may also incur additiemakenses when contracts expire, are
terminated or are not renewed.

In addition, payments due to us from federal gorremt agencies may be delayed due to billing cyatess a result of failures of
government budgets to gain congressional and astration approval in a timely manner. The fedelegnment’s fiscal year ends
September 30. If a federal budget for the nextrf@ddescal year has not been approved by thatidagéach year, our clients may have to
suspend engagements that we are working on ubtitiget has been approved. Any such suspensionsatage our revenue in the fourth
quarter of that year or the first quarter of thesmquent year. The federal government’s fiscal gadrcan also trigger increased purchase
requests from clients for equipment and materfahy. increased purchase requests we receive asila oéthe federal government’s fiscal
year end would serve to increase our third or fogrtarter revenue, but will generally decreaseifpnedirgins for that quarter, as the
activities generally are not as profitable as gpidal offerings.
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Our business could be adversely affected by charigdmsidgetary priorities of the Federal Government.

Because we derive a significant portion of our rexefrom contracts with the Federal Governmentbaleve that the success and
development of our business will continue to depemaur successful participation in Federal Govemintontract programs. Changes in
Federal Government budgetary priorities could diyeaffect our financial performance. A significasecline in government expenditures, a
shift of expenditures away from programs that fmlithe types of services that we provide, or angieain Federal Government contracting
policies could cause Federal Governmental agetaiesiuce their expenditures under contracts, énogse their right to terminate contracts
at any time without penalty, not to exercise optitmextend contracts, or to delay or not enter i@w contracts. Any of those actions could
seriously harm our business, prospects, financiadlition or operating results. Moreover, althougin contracts with governmental agencies
often contemplate that our services will be perfedrover a period of several years, Congress usonalt approve funds for a given program
each government fiscal year and may significar@tjuce or eliminate funding for a program. Significeeductions in these appropriations by
Congress could have a material adverse effect obusiness. Additional factors that could haveréose adverse effect on our Federal
Government contracting business include:

* changes in Federal Government programs or requiresne

* budgetary priorities limiting or delaying Federab&rnment spending generally, or by specific depants or agencies in particular,
and changes in fiscal policies or available fundingluding potential governmental shutdowns;

< reduction in the Federal Government’s use of teldgyoand/or professional services & solutions firrsd

e anincrease in the number of contracts reservesnfiadl businesses which could result in our ingbtth compete directly for these
prime contracts.

Our contracts with the Federal Government may benténated or adversely modified prior to completiomhich could adversely affect our
business.

Federal Government contracts generally containigpiavs, and are subject to laws and regulatiora,dgive the Federal Government
rights and remedies not typically found in commarcontracts, including provisions permitting thederal Government to:

« terminate our existing contracts;

< reduce potential future income from our existingtcacts;

« modify some of the terms and conditions in our taxgscontracts;

« suspend or permanently prohibit us from doing bessrwith the Federal Government or with any spegidivernment agency;
« impose fines and penalties;

« subject us to criminal prosecution;

* subject the award of some contracts to proteshallenge by competitors, which may require the @unting federal agency or
department to suspend our performance pendingutoeme of the protest or challenge and which may edquire the government to
solicit new proposals for the contract or resulthe termination, reduction or modification of #marded contract;

» suspend work under existing multiple year contracis related task orders if the necessary fundeatrappropriated by Congress;
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« decline to exercise an option to extend an existinfiple year contract; and
» claim rights in technologies and systems inverdesieloped or produced by us.

The Federal Government may terminate a contratt wgteither “for conveniencefof instance, due to a change in its perceived siee
its desire to consolidate work under another catitiar if we default by failing to perform underetieontract. If the Federal Government
terminates a contract with us for convenience, agegally would be entitled to recover only our irred or committed costs, settlement
expenses and profit on the work completed pridgetmination. If the Federal Government terminatesrtract with us based upon our
default, we generally would be denied any recoveryndelivered work, and instead may be liableg®eess costs incurred by the Federal
Government in procuring undelivered items from Heraative source and other damages as authorizéaib As is common with
government contractors, we have experienced anthceno experience occasional performance issndsrisome of our contracts. We
may in the future receive show-cause or cure neticeler contracts that, if not addressed to thefaéGovernment’s satisfaction, could give
the government the right to terminate those cotgrfme default or to cease procuring our serviaeden those contracts.

Our Federal Government contracts typically havenseof one or more base years and one or more opdianrs. Many of the option
periods cover more than half of the contract’s ptaterm. Federal governmental agencies genehallye the right not to exercise options to
extend a contract. A decision to terminate or naxercise options to extend our existing contrectdd have a material adverse effect on our
business, prospects, financial condition and resflbperations.

Certain of our Federal Government contracts alsiaio “organizational conflict of interest” clausést could limit our ability to
compete for certain related follow-on contracts. &mample, when we work on the design of a pawicsblution, we may be precluded from
competing for the contract to install that soluti@vhile we actively monitor our contracts to avthiése conflicts, we cannot guarantee the
will be able to avoid all organizational conflidtiaterest issues.

If we fail to establish and maintain important retinships with government entities and agenciesr ability to successfully bid for ne\
business may be adversely affected.

To develop new business opportunities, we primaely on establishing and maintaining relationshijith various government entities
and agencies. We may be unable to successfullytanaiour relationships with government entities agéncies, and any failure to do so
could materially adversely affect our ability tongpete successfully for new business.

Failure to maintain strong relationships with othegovernment contractors could result in a declimedur revenue.

In our federal business we often act as a subazintrar in “teaming” arrangements in which we aioleo contractors bid together on
particular contracts or programs. As a subcontramtéeam member, we often lack control over flifént of a contract, and poor
performance on the contract could tarnish our =g, even when we perform as required. We exjgeobntinue to depend on relationships
with other contractors for a portion of our reveru¢he foreseeable future. Moreover, our revemeeaperating results could be materially
adversely affected if any prime contractor or teaterchooses to offer a client services of the tilpewe provide or if any prime contractor
or teammate teams with other companies to indepeiydarovide those services.

We cannot guarantee that our contracts will resudtactual revenue.

There can be no assurance that our contractsesillltrin actual revenue in any particular periadataall, or that any contract will be
profitable. The actual receipt and timing of anyereue is subject to

25




various contingencies, many of which are beyondcoutrol. The actual receipt of revenue on congratdy never occur or may change
because a program schedule could change, the praggrald be canceled, a contract could be reducedified or terminated early, or an
option that we had assumed would be exercisedaingtexercised. Further, while many of our fedgmlernment contracts require
performance over a period of years, Congress afppnopriates funds for these contracts for onlyyeer at a time. Consequently, our
contracts typically are only partially funded aygoint during their term, and all or some of therkvintended to be performed under the
contracts will remain unfunded pending subsequemtg@ssional appropriations and the obligationdofittonal funds to the contract by the
procuring agency. Our estimates of contract vateebased on our experience under such contractsiauildr contracts. However, there can
be no assurances that all, or any, of such estihcatetract value will be recognized as revenue.

Loss of our GSA contracts or GWACs would impair oadpility to attract new busines:

We are a prime contractor under several GSA coastiaand GWAC schedule contracts. We believe thagbility to continue to provide
services under these contracts will continue torgortant to our business because of the multipf@aunities for new engagements each
contract provides. If we were to lose our positi@prime contractor on one or more of these castrae could lose substantial revenues and
our operating results could suffer. GSA contraais ather GWACSs typically have a one or two-yeatiahiterm with multiple options
exercisable at the government clisndiiscretion to extend the contract for one or nye@'s. We cannot be assured that our governmients
will continue to exercise the options remainingoam current contracts, nor can we be assured thduture clients will exercise options on
any contracts we may receive in the future.

If we fail to attract and retain skilled employe®@s employees with the necessary security clearanegsmight not be able to perform und
our contracts or win new business.

The growth of our business and revenue dependsge part upon our ability to attract and retaifficient numbers of highly qualified
individuals who have advanced information technglagd/or engineering skills. These employees aggeat demand and are likely to
remain a limited resource in the foreseeable futiiuether, obtaining and maintaining security cieaes for employees involves a lengthy
process, and it is difficult to identify, recruitéretain employees who already hold security eleees. If we are unable to recruit and retain a
sufficient number of these employees, our abilitynaintain and grow our business could be limited tight labor market, our direct labor
costs could increase or we may be required to engage numbers of subcontractor personnel, whicihdccause our profit margins to sufi
In addition, some of our contracts contain provisioequiring us to staff an engagement with persbtimat the client considers key to our
successful performance under the contract. In\tkatenve are unable to provide these key personrataeptable substitutions, the client r
terminate the contract and we may lose revenue.

In addition, certain federal government contraetguire us, and some of our employees, to main&uargty clearances. If our employe
lose or are unable to obtain security clearanaei$ we are unable to hire employees with the appade security clearances, the client may
terminate the contract or decide not to renew trgract upon its expiration. As a result, we mayderive the revenue anticipated from the
contract, which, if not replaced with revenue frother contracts, could seriously harm our operatasglts.

Our failure to maintain appropriate staffing levelsould adversely affect our business.

We can not be certain that we will be able to Hierequisite number of experienced and skilledqmanel when necessary in order to
service a major contract, particularly if the marae related personnel becomes competitive. Caebgr if we maintain or increase our
staffing levels in anticipation of
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one or more projects and the projects are delagedced or terminated, we may underutilize thetamtdil personnel, which would increase
our general and administrative expenses, reduceamings and possibly harm our results of oparatiti we are unable to obtain major
contracts or effectively complete such contracts wustaffing deficiencies, our revenues may deddind our business may be harmed.

If our subcontractors fail to perform their contracal obligations, our performance and reputation asprime contractor and our ability ti
obtain future business could suffer.

As a prime contractor, we often rely significanilyon other companies as subcontractors to perfayrk we are obligated to perform
our clients. As we secure more work under our GWi@icles, we expect to require an increasing le¥support from subcontractors that
provide complementary and supplementary servicesitofferings. Depending on labor market condsione may not be able to identify,
hire and retain sufficient numbers of qualified éoypes to perform the task orders we expect to imisuch cases, we will need to rely on
subcontracts with unrelated companies. Moreovam éw favorable labor market conditions, we anttépentering into more subcontracts in
the future as we expand our work under our GWACs.ané responsible for the work performed by ourcentractors, even though in some
cases we have limited involvement in that work.

If one or more of our subcontractors fail to saiisbrily perform the agreed-upon services on altirbasis or violate federal government
contracting policies, laws or regulations, our iptlo perform our obligations as a prime contractomeet our clients’ expectations may be
compromised. In extreme cases, performance or défasiencies on the part of our subcontractordccoesult in a client terminating our
contract for default. A termination for default ¢dexpose us to liability, including liability fahe agency’s costs of reprocurement, could
damage our reputation and could hurt our abilitgagmpete for future contracts.

If we experience systems or service failure, oupugation could be harmed and our clients could adsgaims against us for damages
refunds.

We create, implement and maintain IT solutions #ratoften critical to our clients’ operations. Wave experienced, and may in the
future experience, some systems and service fajlsoledule or delivery delays and other problent®nnection with our work. If we
experience these problems, we may:

* lose revenue due to adverse client reaction;

* Dbe required to provide additional services to antlat no charge;

* receive negative publicity, which could damage myputation and adversely affect our ability toadtror retain clients; and
 suffer claims for substantial damages.

In addition to any costs resulting from producservice warranties, contract performance or requitgrective action, these failures r
result in increased costs or loss of revenuedintd postpone subsequently scheduled work or gaorciil to renew, contracts.

While many of our contracts limit our liability fmonsequential damages that may arise from negl@igmnrendering services to our
clients, we cannot assure you that these contigutaaisions will be legally sufficient to proteuas if we are sued.

In addition, our errors and omissions and prodadility insurance coverage may not continue t@bailable on reasonable terms or in
sufficient amounts to cover one or more large ciar the insurer may disclaim coverage as to dgpes of future claims. As we continue
grow and expand our business into new areas, surdance coverage may not be adequate. The sudeassfution of any large claim
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against us could seriously harm our business. Hvest successful, these claims could result imiigant legal and other costs, may be a
distraction to our management and may harm ourtaéipu.

Security breaches in sensitive federal governmeystems could result in the loss of clients and néga publicity.

Many of the systems we develop, install and mainitarolve managing and protecting information irwaa in intelligence, national
security and other sensitive or classified fedgoalernment functions. A security breach in oneéhese systems could cause serious harm to
our business, damage our reputation and prevenbmsbeing eligible for further work on sensitive@assified systems for federal
government clients. We could incur losses from suskcurity breach that could exceed the policytdinnder our errors and omissions and
product liability insurance. Damage to our repatatdr limitations on our eligibility for additionafork resulting from a security breach in «
of the systems we develop, install and maintaidccmaterially reduce our revenue.

Our employees may engage in misconduct or otherriomer activities, which could cause us to lose aaiats.

We are exposed to the risk that employee fraudh@ranisconduct could occur. Misconduct by empleyesuld include intentional
failures to comply with federal government procuesitregulations, engaging in unauthorized actisitiefalsifying time records. Employee
misconduct could also involve the improper usewfaients’ sensitive or classified information, it could result in regulatory sanctions
against us and serious harm to our reputation enlticesult in a loss of contracts and a redudtiorevenues. It is not always possible to
deter employee misconduct, and the precautionskestb prevent and detect this activity may nogtbective in controlling unknown or
unmanaged risks or losses, which could cause laséccontracts or cause a reduction in revenues.

We may not be successful in identifying acquisitioandidates and if we undertake acquisitions, theuld increase our costs or liabilities
and impair our revenue and operating results.

One of our strategies is to pursue growth througfusitions. We may not be able to identify suigahtquisition candidates at prices !
we consider appropriate. If we do identify an ajpiate acquisition candidate, we may not be abkutcessfully negotiate the terms of the
acquisition or finance the acquisition on termg #re satisfactory to us. Negotiations of potera@juisitions and the integration of acquired
business operations could disrupt our businessugytthg management attention from day-to-day of@na. Acquisitions of businesses or
other material operations may require additionalt@de equity financing, resulting in additional é&mage or dilution of ownership. We may
encounter increased competition for acquisitiortsictv may increase the price of our acquisitions.

We have completed several acquisitions of compleéangiusinesses in recent years, and we contineafijuate opportunities to
acquire new businesses as part of our ongoingegirabn October 2, 2006, we acquired MRC as anresipa of our Government Network
Services segment, and we cannot assure you thatlinabtain the anticipated benefits of this acdfids. Further, our integration of historic
and future acquisitions, including MRC, will reqaisignificant management time and financial resesitiecause we will need to integrate
dispersed operations with distinct corporate cakuiVe also may continue to expand our operatlmesigh business acquisitions over time.
Our failure to properly integrate businesses waiaecand to manage future acquisitions successtollyd seriously harm our operating
results. In addition, acquired companies may ndopa as well as we expect, and we may fail toizeadnticipated benefits. We may issue
common stock that would dilute our current stockleos’ ownership and incur debt and other cost®imection with future acquisitions
which may cause our quarterly operating resultsaty significantly.

If we are unable to successfully integrate companie may acquire in the future, our revenue andatipg results could suffer. The
integration of such businesses into our operatioag result in
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unforeseen operating difficulties (including incaatiple accounting and information management systemay absorb significant
management attention and may require significaatrftial resources that would otherwise be availléhe ongoing development or
expansion of our business. These difficulties tégnation may require us to coordinate geograplyicképersed organizations, integrate
personnel with disparate business backgroundsemmhcile different corporate cultures. In certaigusitions, federal acquisition regulatic
may require us to enter into government novaticeegents, a potentially time-consuming procesadttition, we may not be successful in
achieving the anticipated synergies from theseiaitguns, including our strategy of offering ourgiees to clients of acquired companies to
increase our revenue. We may experience incredsétba, including, but not limited to, key emplegs of the acquired companies, during
and following the integration of acquired compartlest could reduce our future revenue.

In addition, we may need to record write-downs friomare impairments of identified intangible assatsl goodwill, which could reduce
our future reported earnings. Acquired companieg hnave liabilities or adverse operating issues wafail to discover through due diliger
prior to the acquisition. In particular, to the &xt that prior owners of any acquired businessgsaperties failed to comply with or otherwise
violated applicable laws or regulations, or faitedulfill their contractual obligations to the fexhl government or other clients, we, as the
successor owner, may be financially responsiblehfese violations and failures and may suffer rafparal harm or otherwise be adversely
affected. The discovery of any material liabiliteessociated with our acquisitions could cause uisclar additional expenses and cause a
reduction in our operating profits.

Additionally, the Small Business Administration (8Bis enacting new regulations which will requireal businesses to recertify their
size standard within thirty days of any sale orgmerlt is highly likely that any company we mapkato acquire will have some component
of small business contracts. These new regulatitmsimpact our ability to retain all of the contimafter the acquisition.

The loss of any member of our senior managementlddmpair our relationships with federal governmeitients and disrupt the
management of our business.

We believe that the success of our business andtility to operate profitably depends on the aaundid contributions of the members of
our senior management. We rely on our senior manageto generate business and execute programsssfigty. In addition, the
relationships and reputation that many membersiosenior management team have established andaimaivith federal government
personnel contribute to our ability to maintairosty client relationships and to identify new busgepportunities. We do not have any
employment agreements providing for a specific teframployment with any member of our senior manzgy®. The loss of any member of
our senior management could impair our abilitydenitify and secure new contracts, to maintain giiedt relations and to otherwise man
our business.

If we are unable to manage our growth, our businessuld be adversely affecte

Sustaining our growth has placed significant dersamdour management, as well as on our adminigradperational and financial
resources. For us to continue to manage our grawghmust continue to improve our operational, ftiahand management information
systems and expand, motivate and manage our wogkftfrwe are unable to manage our growth whilenta@ing our quality of service and
profit margins, or if new systems that we implemienassist in managing our growth do not produeectkpected benefits, our business,
prospects, financial condition or operating resadtsld be adversely affected.
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Our margins and operating results may suffer if veaperience unfavorable changes in the proportionaufst-plus-fee or fixed-price
contracts in our total contract mix.

Although fixed-price contracts entail a greatek 166 a reduced profit or financial loss on a cocti@ompared to other types of contracts
we enter into, fixed-price contracts typically pide higher profit opportunities because we recéiecbenefit of cost savings. In contrast,
cost-plus-fee contracts are subject to statutomjtdi on profit margins, and generally are the I@asfitable of our contract types. Our federal
government customers typically determine what typeontract we enter into. Cost-plus-fee and fixeide contracts in our federal business
accounted for approximately 31% and 37%, respdgtioé our federal business revenues for the figealr ended December 31, 2006. To the
extent that we enter into more cost-plus-fee @& fe®d-price contracts in proportion to our tatahtract mix in the future, our margins and
operating results may suffer.

Our cash flow and profitability could be reducedeéfpenditures are incurred prior to the final req#iof a contract.

We provide various professional services and sonestiprocure equipment and materials on behalf ofenleral government customers
under various contractual arrangements. From tinterte, in order to ensure that we satisfy our@ustrs’ delivery requirements and
schedules, we may elect to initiate procurementdivance of receiving final authorization from thevygrnment customer or a prime
contractor. If our government or prime contractestomers’ requirements should change or if the gowent or the prime contractor should
direct the anticipated procurement to a contraatioer than us or if the equipment or materials bezobsolete or require modification before
we are under contract for the procurement, ourdtmaent in the equipment or materials might besktifiwe cannot efficiently resell them.
This could reduce anticipated earnings or resudt ioss, negatively affecting our cash flow andipability.

We may be harmed by intellectual property infringent claims and our failure to protect our intelleedl property could enable
competitors to market products and services withitar features.

We may become subject to claims from our emplopedbird parties who assert that software and dibrens of intellectual property
that we use in delivering services and solutionsuoclients infringe upon intellectual propertghts of such employees or third parties. Our
employees develop some of the software and othersfof intellectual property that we use to provide services and solutions to our
clients, but we also license technology from otresrdors. If our employees, vendors, or other thadies assert claims that we or our clients
are infringing on their intellectual property rightve could incur substantial costs to defend tlot&ms. In addition, if any of these
infringement claims are ultimately successful, wald be required to: cease selling or using praglaciservices that incorporate the
challenged software or technology; obtain a licesrsedditional licenses from our employees, vendarsther third parties; or redesign our
products and services that rely on the challengé@/are or technology.

In addition, if we are unable to protect our irgetual property, our competitors could market swior products similar to our services
and products, which could reduce demand for owariofgs.

We may be unable to prevent unauthorized parts fittempting to copy or otherwise obtain and usgechnology. Policing
unauthorized use of our technology is difficultdame may not be able to prevent misappropriatioourftechnology, particularly in foreign
countries where the laws may not protect our iatdllal property as fully as those in the UnitedestaOthers, including our employees, may
circumvent the trade secrets and other intellegitgberty that we own. Litigation may be necessargnforce our intellectual property righ
to protect our trade secrets and to determinedlidity and
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scope of the proprietary rights of others. Anyghtiion could result in substantial costs and dieersf resources, with no assurance of
success.

A preference for minorit-owned, small and small disadvantaged businesseddconpact our ability to be a prime contractor arertain
governmental procurement:

As a result of the SBA set-aside program, the fdgwvernment may decide to restrict certain preswents only to bidders that qualify
as minority-owned, small or small disadvantagedriasses. As a result, we would not be eligibleeddgrm as a prime contractor on those
programs and would be restricted to a maximum &6 49 the work as a subcontractor on those progré&msncrease in the amount of
procurements under the SBA set-aside program mpgdihour ability to bid on new procurements asim@tcontractor or restrict our ability
to recompete on incumbent work that is placed énsist-aside program.

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

We have derived, and believe that we will contitaéerive, a significant portion of our revenuesfra limited number of customers.
To the extent that any significant customer usss ¢# our services or terminates its relationshitp ws, our revenues could decline
significantly. As a result, the loss of any sigediint client could seriously harm our business.tkReffiscal year ended December 31, 2006, in
our federal business two customers comprised appedgly 55% of our federal business revenues, amdive largest customers accounted
for approximately 80% of our total federal businemgenues. None of our customers are obligateditchase additional services from us. As
a result, the volume of work that we perform fapecific customer is likely to vary from periodgeriod, and a significant client in one
period may not use our services in a subsequeittdoer

If our customers do not receive sufficient finananor fail to pay us for services performed, our lsss may be harme:

A few of our customers in our non-federal businesg upon outside financing to pay the costs ofsherices we provide. These
customers may fail to obtain adequate financingxmerience delays in receiving financing and they iwhoose the services of our
competitors if our competitors are willing and atdeprovide project financing. In addition, we havistorically taken significant write-offs of
our accounts receivable. While the vast majoritpaf customers today are large federal custometdaage enterprises, it is possible that in
some instances we may not receive payment forcswie have already performed. If our customensaloeceive adequate financing or if
we are required to write off significant amountsoaf accounts receivables, then our net incomedeitline, and our business will be harmed.

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

The market for our services is characterized bydrapange and technological improvements. Failonespond 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 providing innovative engimegiservices and technical solutions that
are based upon today’s leading technologies arniciteacapable of adapting to future technologiesaAesult, our success will depend, in
part, on our ability to develop and market sendgfferings that respond in a timely manner to ttehtwlogical advances of our customers,
evolving industry standards and changing clienfgremces.
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Failure to properly manage projects may result ingts or claims.

Our engagements often involve large scale, higbiyex projects. The quality of our performancesanh projects depends in large
part upon our ability to manage the relationshithwiur customers, and to effectively manage thgept@and deploy appropriate resources,
including third-party contractors, and our own parsel, in a timely manner. Any defects or errorgailure to meet clients’ expectations
could result in claims for substantial damagesragais. Our contracts generally limit our liabilfr damages that arise from negligent acts,
error, mistakes or omissions in rendering servicasur clients. However, we cannot be sure thatdtomntractual provisions will protect us
from liability for damages in the event we are suadxaddition, in certain instances, we guarantesamers that we will complete a project by
a scheduled date. If the project experiences apednce problem, we may not be able to recoveadiiional costs we will incur, which
could exceed revenues realized from a project.llfinawe underestimate the resources or time wecdito complete a project with capped or
fixed fees, our operating results could be seripharmed.

If we fail to maintain an effective system of inteal controls, we may not be able to accurately refpmur financial results or prevent fraud

As previously disclosed in the Explanatory Notecpding Part | and in Note 2 of our consolidateadficial statements of this Form 10-
K, in 2006 the Company commenced an internal rewtthe Companys past practices for granting and pricing stockamstand other equi
awards. The findings of this review and a sepamatzw of historical stock option practices andgtetl matters performed by a Special
Committee of our Board, required restatement ofQbmpany’s previously issued financial statemeaitpériods from 1998 through the
Company'’s last filing of interim financial stateneffior the period ended September 30, 2006. Dtieetduration of the stock option review
that precluded the Company from filing its finaérdormation with the SEC in a timely manner, after discussion with our external
auditors regarding varying accounting positionsiitesy in the recording in 2001 of a material adijuent related to the cancellation of stock
options, we determined that a material weaknessiinnternal controls and procedures (see Iltem“@antrols and Procedures”) exists as of
December 31, 2006. In addition, as of DecembeRB@6 after consultation with our external auditeve,recorded a material adjustment to
reduce the valuation of deferred tax assets tecethe risks and uncertainties related to ourréutibility to realize and utilize our deferred
assets. A “material weakness”, by itself or imbination with other control deficiencies, resuftea more than remote likelihood that a
material misstatement in our financial statemerilisnst be prevented or detected by our employadhé normal course of performing their
assigned functions.

In addition, from time to time we acquire businessich could have limited infrastructure and sysef internal controls. Performing
assessments of internal controls, implementingsssag changes, and maintaining an effective intemrols process is costly and requires
considerable management attention, particularthéncase of newly acquired entities. Internal aadrgystems are designed in part upon
assumptions about the likelihood of future eveais all such systems, however well designed antchtgae can provide only reasonable, and
not absolute, assurance that the objectives cfythiem are met.

Because of these and other inherent limitationsoofrol systems, there can be no assurance thatemign will succeed in achieving its
stated goals under all potential future conditioN's. also cannot assure you that we will implemeunt maintain adequate controls over our
financial processes and reporting in the futurthat additional material weaknesses or significkiiciencies in our internal controls will not
be discovered in the future. Any failure to remaéglany future material weaknesses or implementiredmew or improved controls, or
difficulties encountered in their implementatiooutd harm our operating results, cause us todaihéet our reporting obligations or result in
material misstatements in our financial statementsther public disclosures. Inferior internal aoidg could also cause investors to
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lose confidence in our reported financial inforroatiwhich could have a negative effect on the t@dlirice of our stock.

We may need additional capital in the future to fdrihe growth of our business, and financing may riw# available.

We currently anticipate that our available capiéslources, including our line of credit, and opatatash flows will be sufficient to me
our expected working capital and capital expenditequirements for at least the next 12 months. é¥@w we cannot assure you that such
resources will be sufficient to fund the long-tegnowth of our business. In particular, we may eigrare a negative operating cash flow due
to billing milestones and project timelines in eémtof our contracts.

We may raise additional funds through public owvaté debt or equity financings if such financings@me available on favorable terms
or we may expand the senior credit facility we eslento on October 2, 2006 to fund future acqigisg and for general corporate purposes.
However, we have not been in compliance with tineseof that credit facility as a result of our €a# to timely file our annual and quarterly
financial statements, and we can provide no assertrat the lender would agree to extend additionabntinuing credit under that facility.
We believe that, with the filing of this Report amar Quarterly Reports on Form 10-Q for the periedded March 31, 2007 and June 30,
2007, we are no longer in default under this fgcili

Any new financing or offerings would likely dilutaur stockholders’ equity ownership. In addition, @aanot assure you that any
additional financing we may need will be availabieterms favorable to us, or at all. If adequatelfuare not available or are not available
acceptable terms, we may not be able to take aalgardf unanticipated opportunities, develop nevdpcts or otherwise respond to
competitive pressures. In any such case, our besiloperating results or financial condition cdutdmaterially adversely affected.

Litigation may harm our business or otherwise diatit our managemen

Substantial, complex or extended litigation cowddse us to incur large expenditures and distractn@amagement. For example, lawsi
by employees, stockholders or customers could beoastly and substantially disrupt our businesspDtes from time to time with such
companies or individuals are not uncommon, andamnat assure you that that we will always be ablesolve such disputes on terms
favorable to us.

In addition, we and certain of our current and fermfficers and directors have been named defeadiactass 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 lpuned to pay judgments or settlements and incpeeges in connection with such matters
in aggregate amounts that could have a materiaradweffect on our business financial conditioauits of operations and cash flows.

Disclosure of trade secrets could aid our compettc

We attempt to protect our trade secrets by enténitgconfidentiality and intellectual property @gsment agreements with third parties,
our employees and consultants. However, these mgregs can be breached and, if they are, there widyenan adequate remedy available to
us. In addition, others may independently discatertrade secrets and proprietary information anglich cases we could not assert any 1
secret rights against such party. Enforcing a ckaian a party illegally obtained and is using oade secret is difficult, expensive and time
consuming, and the outcome is unpredictable. Iftiate secrets become known we may lose our cotivegtosition.
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Our stock price may be volatile, which may resuitlawsuits against us and our officers and direcsor

The stock market in general and the stock pricegwérnment services companies in particular, leperienced volatility that has oft
been unrelated to or disproportionate to the opergterformance of those companies. The markeémi®ur common stock has fluctuate:
the past and is likely to fluctuate in the futufactors which could have a significant impact anrarket price of our common stock include,
but are not limited to, 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;

e pricing pressures;

« short selling of our common stock;

* impact of litigation;

« general conditions in the market;

» political and/or military events associated withremt worldwide conflicts; and
» events affecting other companies that investorsndeemparable to us.

Companies that have experienced volatility in tragkat price of their stock have frequently beendbgct 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 class ddtgation, in which we may be involved, could vétsin substantial costs to us and a
diversion of our management’s attention and resssynhich could materially harm our financial cdiwhi and results of operations.

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

Certain provisions of our charter documents ancéDate law, as well as certain agreements we habeonr 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 ofeittors;

» prohibiting stockholder action by written consent;

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

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

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

In addition, on December 16, 2004, we adopted ekbtder rights plan (“Rights Plan”). Pursuanthe Rights Plan, our Board declared
a dividend distribution of one preferred share pase right
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(“Right”) on each outstanding share of our commimels Each Right will entitle stockholders to buyecone-hundredth of a share of newly
created Series C Preferred Stock at an exercise pfi$54, subject to adjustment, in the eventtth@Rights become exercisable. Subject to
limited exceptions, the Rights will become exerbledf a person or group acquires 15% or more ofommmon stock or announces a tender
offer for 15% or more of the common stock. If we acquired in a merger or other business combimatamsaction which has not been
approved by our Board, each Right will entitlehitdder to purchase, at the Rights then-currentatseiprice, a number of the acquiring
company’s common shares having a market valuesdirtte of twice the Rights exercise price. Theswigions may discourage certain types
of transactions involving an actual or potentiahmte in control and may limit our stockholders'ligpto approve transactions that they deem
to be in their best interests. As a result, thesgigions may depress our stock price.

The non-federal business arena in which we operhses relatively low barriers to entry and increasedmpetition could result in margin
erosion, which would make profitability even mordfetult to sustain.

Other than the technical skills required in our 4fieteral business, the barriers to entry in ourfesieral business are relatively low. We
do not have any intellectual property rights irstbégment of our business to protect our method$¥asiness start-up costs do not pose a
significant barrier to entry. The success of ounHfiederal business is dependent on our employesgroer relations and the successful
performance of our services. If we face increagedpetition as a result of new entrants in our mgtkee could experience reduced oper:
margins and loss of market share and brand regognit

If our non-federal customers do not invest in security sysseand other new in-building technologies such ageless local area networks
and/or IP-based networks, our business will suffer.

We intend to devote significant resources to depiatpour enterprise-based WLAN (Wireless Local Axestworks), but we cannot
predict that we will achieve widespread market ptaece amongst the enterprises we identify as patenistomers. It is possible that some
enterprises will determine that capital constraamtd other factors outweigh their need for WLANteyss. As a result, we may be affected by
a significant delay in the adoption of WLAN by emteses, which would harm our business.

We may incur goodwill impairment charges in our reging entities which could harm our profitability.

In accordance with Statement of Financial Accounftandards, or SFAS, No. 142, “Goodwill and Othéaingible Assets,” we
periodically review the carrying values of our gadltito determine whether such carrying values extcthe fair market value. Our acquired
companies are subject to annual review for goodmitiairment. If impairment testing indicates tha tarrying value of a reporting unit
exceeds its fair value, the goodwill of the repagtunit is deemed impaired. Accordingly, an impanicharge would be recognized for that
reporting unit in the period identified, which cdukduce our profitability.

Risks Related to Our Industry

Our revenue and operating profits could be adveysaffected by significant changes in the contraagior fiscal policies of the federal
government

We depend on continued federal government experditon intelligence, defense and other prograntsstbasupport. Accordingly,
changes in federal government contracting policagd directly affect our financial performance.dddition, a change in presidential
administrations, congressional majorities or ineotsenior federal government officials may negdyiaéfect the rate at which the federal
government purchases IT services. The overall defnse budget declined from time-to-time in thie [E880s and the early 1990s. While
spending authorizations for intelligence and dedawtated programs by the federal government have&sed in recent years, future level
expenditures and authorizations for
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those programs may decrease, remain constantfotesprograms in areas where we do not currembyioe services. Among the factors t
could materially adversely affect us are:

* Dbudgetary constraints affecting federal governnseending generally, or specific departments or eigsrin particular, and changes
in fiscal policies or available funding;

» changes in federal government programs or requimésnmcluding the increased use of small busipesgiders;

« curtailment of the federal government’s use of gssfonal services providers;

the adoption of new laws or regulations;

federal governmental shutdowns (such as that wdndchirred during the federal government’s 1996 figear) and other potential
delays in the government appropriations process;

< delays in the payment of our invoices by federalegpment payment offices due to problems with,pgrades to, federal governm
information systems, or for other reasons;

e competition and consolidation in the IT industry;
» general economic conditions; and

« areduction in spending or shift of expendituresrfrexisting programs, and a failure of Congregsass adequate supplemental
appropriations to pay for an international conftictrelated reconstruction efforts;

These or other factors could cause federal govemtahagencies, or prime contractors for which weaating as a subcontractor, to
reduce their purchases under contracts, to exdfaseright to terminate contracts or not to eig®ptions to renew contracts, any of which
could cause our revenue and operating profits ¢ctirde

Many of our federal government clients spend theiocurement budgets through multiple award contraainder which we are required 1
compete for post-award orders or for which we mayt be eligible to compete and could limit our abjlito win new contracts and grow
revenue.

Budgetary pressures and reforms in the procureprecess have caused many federal government ctieirisreasingly purchase goc
and services through ID/IQ contracts, the GSA Saleed0 Contracts and other multiple award and/orA®Nehicles. These contract
vehicles have resulted in increased competitionpaitihg pressure, requiring us to make sustairest-gwvard efforts to realize revenue un
the relevant contract vehicle. The federal govemtraability to select multiple winners under mplé award schedule contracts, GWACs,
blanket purchase agreements and other ID/IQ cdstras well as its right to award subsequent tagkre among such multiple winners,
means that there is no assurance that these reudtiydrd contracts will result in the actual ordsgeal to the ceiling value, or result in any
actual orders. We are only eligible to competenfork (task orders and delivery orders) as a priorgractor pursuant to GWACs already
awarded to us. Our failure to compete effectivalyhis procurement environment could reduce ouemee. If the federal government elects
to use a contract vehicle that we do not hold wienet be able to compete as a prime contractor.
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Our failure to comply with complex procurement lavesid regulations could cause us to lose businesd anbject us to a variety of
penalties.

We must comply with and are affected by laws amilagions relating to the formation, administrateomd performance of federal
government contracts, which affect how we do bussineith our clients and may impose added costssoAmong the most significant laws
and regulations are:

» the Federal Acquisition Regulations, and agenculegpns supplemental to the Federal AcquisitiogiRations, which
comprehensively regulate the formation, adminigtraand performance of federal government contracts

the Truth in Negotiations Act, which requires déréition and disclosure of all cost and pricingadisi connection with contract
negotiations;

the Cost Accounting Standards and Cost Principlég;h impose accounting requirements that goverrright to reimbursement
under certain cost-based federal government cdstracd

» laws, regulations and executive orders restridiireguse and dissemination of information classifaechational security purposes and
the export of certain products and technical data.

Moreover, we are subject to industrial securityutations of the DoD and other federal agenciesdahadesigned to safeguard against
foreigners’ access to classified information. If were to come under foreign ownership, controh@luence, our federal government clients
could terminate or decide not to renew our consraantd our ability to obtain new contracts couldrbpaired.

The federal government may revise its procuremenbther practices in a manner adverse to us.

The federal government may revise its procuremeattiges or adopt new contracting rules and reuisf such as cost accounting
standards. It could also adopt new contracting odthelating to GSA contracts, GWACs or other goient-wide contracts, or adopt new
standards for contract awards intended to achiexaia social or other policy objectives, such stalglishing new set-aside programs for
small or minority-owned businesses. In additioe, fidderal government may face restrictions from hegjislation or regulations, as well as
pressure from government employees and their un@nthe nature and amount of services the federarnment may obtain from private
contractors. These changes could impair our aliditgbtain new contracts or contracts under whiehcarrently perform when those
contracts are put up for recompetition bids. Anwmentracting methods could be costly or adminiistedy difficult for us to implement, an
as a result, could harm our operating results.

We derive significant revenue from contracts awadddéarough a competitive procurement process, whiohy require significant upfront
bid and proposal costs that could negatively affear operating results.

We derive significant revenue from federal governtmntracts that are awarded through a compefitigeurement process. We expect
that most of the federal government business we isethe foreseeable future will be awarded throogmpetitive processes. Competitive
procurements impose substantial costs and presanhber of risks, including:

 the substantial cost and managerial time and dffattwe spend to prepare bids and proposals fdraxts that may not be awarde:
us and could reduce our profitability; and

» the expense and delay that we may face if our ctitopeprotest or challenge contract awards madestpursuant to competitive
procedures, and the risk that any such protestaiange could result in the resubmission of offerdn termination, reduction or
modification of the awarded contract, which cowgdult in increased cost and reduced profitability.
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In addition, most federal government contract awane subject to protest by competitors. If spedifegal requirements are satisfied,
these protests require the federal government ggersuspend the contractor’s performance of ttveynawarded contract pending the
outcome of the protest. These protests could aksaltrin a requirement to resubmit bids for theti@mst or in the termination, reduction or
modification of the awarded contract.

Unfavorable federal government audit results cowddbject us to a variety of penalties and sanctioasd could harm our reputation and
relationships with our clients and impair our abtlf to win new contracts.

The federal government, including the Defense GattAudit Agency (DCAA), audits and reviews ourfpemance on contracts, prici
practices, cost structure and compliance with apple laws, regulations and standards. The DCA#eveva contractor’s internal control
systems and policies, including the contractor'sspasing, property, estimating, compensation andagement information systems, and the
contractors compliance with such policies. Any costs fountdeamproperly allocated to a specific contract wilt be reimbursed, while su
costs already reimbursed must be refunded. Advardimgs in a DCAA audit could materially affectrocompetitive position and result in a
substantial adjustment to our revenue and profit.

If a federal government audit uncovers impropeillegal activities, we may be subject to civil aoiiminal penalties and administrative
sanctions, including termination of contracts, éitxfre of profits, suspension of payments, fined suspension or debarment from doing
business with federal government agencies. In iaaglitve could suffer serious harm to our reputatiod competitive position if allegations
of impropriety were made against us, whether ortmuat. If our reputation or relationship with fedkegovernment agencies were impaired, or
if the federal government otherwise ceased doirginess with us or significantly decreased the arnofinusiness it does with us, our
revenue and operating profit would decline.

Changes in interest rates could adversely affeat firofitability of the Company.

Our outstanding borrowings on our Credit Facilify$61.0 million as of December 31, 2006 are suljecthanges in short-term interest
rates. If interest rates increase in the futurergftan be no assurance that future increasetenmes expense will not reduce our overall
profitability.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

Our principal executive offices for all businesgreents are located in approximately 93,000 squesedf office space in San Diego,
California. The lease for such space expires inl&W1.0. Other corporate resource offices are ktat the following locations: Marietta,
Georgia; Newport, Delaware; Houston, Texas; HuliesvAlabama, Reston, Virginia, Haryana, India &wejing, China. The Company also
leases office space to support engineering andidesid deployment services in various regions tinout the United States. The leases on
these spaces expire at various times through Fsb2045. We have leases on spaces related to disaed operations in Sao Paulo, Brazil;
Stockholm, Sweden; and London, U.K. that have lassigned to the buyers of the businesses or tetedinégth immaterial penalties. We
continually evaluate our current and future spagacity in relation to current and projected futstiafing levels. We believe that our exist
facilities are suitable and adequate to meet otrentibusiness requirements.
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Item 3. Legal Proceedings
Contingencies
IPO Securities Litigation

Beginning in June 2001, WFI and certain of itsadfs and directors were named as defendants inadgagallel class action sharehol
complaints filed in the United States District Cofiar the Southern District of New York, now conislaited under the captiolm re Wireless
Facilities, Inc. Initial Public Offering Securitidstigation, Case No. 01-CV-4779. In the amended complaietpthintiffs allege that WFI,
certain of its officers and directors, and the unadliters of WFI's IPO violated section 11 of the Securities Ac1®83 and section 10(b) of t
Securities Exchange Act of 1934 based on allegatioat WFI's registration statement and prospefetilisd to disclose material facts
regarding the compensation to be received by, laadtbck allocation practices of, the IPO underssit The plaintiffs seek unspecified
monetary damages and other relief. Similar comdairere filed in the same court against hundredstedr public companies (“Issuers”) that
conducted IPOs of their common stock in the lat®@05%nd 2000 (the “IPO Cases”).

In June 2004, the Issuers (including WFI) execatsdttlement agreement with the plaintiffs that Mlpamong other things, result in the
dismissal with prejudice of all claims against theuers and their officers and directors and tseyament of certain potential Issuer claims to
the plaintiffs. On February 15, 2005, the couriéxba decision certifying a class action for setéet purposes and granting preliminary
approval of the settlement subject to modificatibrertain bar orders contemplated by the settlént@m August 31, 2005, the court
reaffirmed class certification and preliminary apyal of the modified settlement in a comprehen€ivder. On February 24, 2006, the court
dismissed litigation filed against certain undetens in connection with certain claims to be asstgander the settlement. On April 24, 2006,
the court held a Final Fairness Hearing to deteemihether to grant final approval of the settlemé&nt December 5, 2006, the Second
Circuit Court of Appeals vacated the lower coueslier decision certifying as class actions txdBD Cases designated as “focus cases.”
Thereafter, the District Court ordered a stay bpadceedings in all of the IPO Cases pending titeame of plaintiffs’ petition to the Second
Circuit for rehearing en banc and resolution ofdtass certification issue. On April 6, 2007, thee@nd Circuit denied plaintiffs’ rehearing
petition, but clarified that the plaintiffs may &e® certify a more limited class in the Districo@t. Accordingly, the stay remains in place
the plaintiffs and Issuers have stated that theypaepared to discuss how the settlement mighii@nded or renegotiated to comply with the
Second Circuit’s decision. Plaintiffs filed amendmanplaints in the six focus cases on or about Atgd, 2007. The court has not yet set a
deadline for the plaintiffs to file amended comptaiin the other IPO lawsuits. Due to the inherardertainties of litigation, and because the
settlement may not receive final approval from@uwairt, the ultimate outcome of this matter canreopledicted. In accordance with FASB
No. 5,“Accounting for ContingenciesWFI believes any contingent liability related tdstialaim is not probable or estimable and therefare
amounts have been accrued in regards to this matter

2004 Securities Litigation

In August 2004, as a result of the Company’s anoeorent on August 4, 2004 that it intended to restatfinancial statements for the
fiscal years ended December 31, 2000, 2001, 2002@03, the Company and certain of its currentfamder officers and directors were
named as defendants (“Defendants”) in several gesuclass action lawsuits filed in the Unitedt8saDistrict Court for the Southern District
of California. These actions were filed on behélfhmse who purchased, or otherwise acquired, tragany’s common stock between
April 26, 2000 and August 4, 2004. The lawsuitsagally allege that, during that time period, Defents made false and misleading
statements to the investing public about the Corygarusiness and financial results, causing itsksto trade at artificially inflated
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levels. Based on these allegations, the lawsuggathat Defendants violated the Securities Exghakct of 1934, and the plaintiffs seek
unspecified damages. These actions have been atatedlinto a single action+4a re Wireless Facilities, Inc. Securities Litigani, Master
File No. 04CV1589-JAH. Plaintiffs filed a First Améed Consolidated Class Action Complaint on Apri2005. Defendants filed their
motion to dismiss this first amended complaint @rilAl4, 2005. The plaintiffs then requested leavamend their first amended complaint.
The plaintiffs filed their Second Amended ComplaintJune 9, 2005, this time on behalf of those pinehased, or otherwise acquired, the
Company’s common stock between May 5, 2003 and 8142004. Defendants filed their motion to disites Second Amended
Complaint on July 14, 2005. The motion to dismisswaken under submission on October 20, 2005 amdaoch 8, 2006, the court granted
the Defendants’ motion. However, plaintiffs werarmfed the right to amend their complaint withindélys and subsequently filed their Third
Amended Consolidated Class Action Complaint on IA3%j 2006. Defendants filed a motion to dismiss tomplaint on June 8, 2006. On
May 7, 2007, the court denied the Defendants’ nmotiiodismiss. Defendants’ filed their answer to plentiffs’ complaint on July 13, 2007.
The Company believes that the allegations lacktraed intends to vigorously defend all claims agskrit is impossible at this time to assess
whether or not the outcome of these proceedindsowilill not have a material adverse effect on @mmpany. We have not recorded any
accrual for a contingent liability associated vihis legal proceeding based on the Company’s bilafa liability, while possible, is not
probable and any range of potential future chaegmot be reasonably estimated at this time.

In 2004, two derivative lawsuits were filed in thaited States District Court for the Southern Distof California against certain of the
Company’s current and former officers and directBelicini v. Wireless Facilities, IndGase No. 04CV1663; ariRoth v. Wireless
Facilities, Inc.,Case No. 04CV1810. These actions were consolidated single action iin 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, gross misragement, abuse of control, waste of
corporate assets, violation of Sarbanes Oxley Acti@n 304, unjust enrichment and insider tradirtte plaintiffs in these lawsuits seek
unspecified damages and equitable and/or injuncéief. The lead plaintiff filed a consolidatednsplaint on March 21, 2005. On May 3,
2005, the defendants filed motions to dismissalbifon, to stay this action pending the resolutibthe consolidated non-derivative securities
case pending in the Southern District of Califormiad to dismiss the complaint against certain @Gatifornia resident defendants. Pursuant to
a request by the Court, Defendants’ motions wethdsawn without prejudice pending a decision oreddfints’ motion to dismiss the
complaint against the non-California resident ddéaris. On March 20, 2007, the Court ruled thatdkéd personal jurisdiction over five of
the six non-California defendants and dismissethtfrem the federal derivative complaint. On Maréh 2007, plaintiffs filed an amended
derivative complaint setting forth all of the saalkegations from the original complaint and addafiggations regarding WFI's stock option
granting practices. Basically, plaintiffs allegathWFI “backdated” or “springloaded” employee stagkion grants so that the options were
granted at less than fair market value. The amendetplaint names all of the original defendantsl(iding those dismissed for lack of
jurisdiction) as well as nine new defendants. Og 2u2007, the nc-California resident defendants moved to dismissctbmplaint for lack
of personal jurisdiction. That motion is set tohsard on November 5, 2007. Once the court has eg¢iek issue of personal jurisdiction,
WFI, along with any remaining individual defendémtnd subject to the court’s jurisdiction, may agaiove to dismiss the complaint as to
them.

In April 2007, another derivative complaint wagdllin the United States District Court for the $eub District of California, Hameed
Tayebi, 07-CV-0680 BTM(RBB) (the “Hameed Actionggainst several of WFI's current and former officand directors. The allegations
in this new derivative complaint mirror the amena@#ldgations in the 2004 federal derivative acti®ursuant to a Court order and agreement
between the parties, the defendants need not rdg¢pdhe complaint in the Hameed Action until theu@ rules on the motion to dismiss for
lack of personal jurisdiction currently pending in
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the 2004 derivative litigation. Once the courthiat matter has decided the issue of personatijatisn, the parties will meet and confer
regarding defendants’ response to the Hameed Ac#darthis time, we are unable to form a profesalgudgment that an unfavorable
outcome is either probable or remote. Moreoveanifinfavorable outcome should eventually occuramenct at this time able to estimate
the amount or range of possible loss.”

In August and September 2004, two virtually idesltaerivative lawsuits were filed in California Sarpr Court for San Diego County
against certain of the Company’s current and forafiéicers and directors. These actions containui@cllegations 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 actidn+e Wireless Facilities, Inc. Derivative Litigati, California Superior Court, San Diego
County, Lead Case No. GIC 834253. The plaintifisdfia Consolidated Shareholder Derivative Complamn©ctober 14, 2004. This action
has been stayed pending a decision in federal coustmotion to dismiss the federal derivative laites The parties will appear before the
judge in October 2007 to apprise the court of theus of the federal action. The Company beliekiasthe allegations lack merit and intel
to vigorously defend all claims asserted. It is @sgible at this time to assess whether or not tieome of these proceedings will or will not
have a material adverse effect on the Company. &Ve hot recorded any accrual for a contingentllitgtassociated with this legal
proceeding based on the Company’s belief thataditia while possible, is not probable and anygarof potential future charge cannot be
reasonably estimated at this time.

2007 Securities Litigation

In March and April 2007, there were three fedelass actions filed in the United States Districu@dor the Southern District of
California against WFI and several of its curreml former officers and directors. These clasoadtwsuits followed WFI's March 12, 20
public announcement that it is conducting a volgniaternal review of its stock option granting pesses. These actions have been
consolidated into a single action, In re Wireleasilties, Inc. Securities Litigation 1l, Masterl&No. 07-CV-0482-BTM-NLS. A
consolidated class action complaint has not béed.fiAt this time, we are unable to form a proi@sal judgment that an unfavorable
outcome is either probable or remote. Moreovenifinfavorable outcome should eventually occuramenot at this time able to estimate
the amount or range of possible loss.

Other Litigation

In January 2005 a former independent contractthefCompany filed a lawsuit in Brazil against then@pany’s subsidiary, WFI de
Brazil, to which he had been assigned for a pesidime. He sought to be designated an employ&#&fifde Brazil and entitled to severance
and related compensation pursuant to Brazilianrl&we. The individual sought back wages, vacatiay, stock option compensation and
related benefits in excess of $0.5 million. Thistterawas argued before the appropriate labor douhtily 2005 and in July, 2006, the labor
court awarded the individual the Brazilian curreegyivalent of approximately $0.3 million for hiadk wages, vacation pay and certain ¢
benefits. The Company filed an appeal in the matteduly 20, 2006 and challenged the basis foathard on several theories. The Company
has accrued approximately $0.3 million as of Decem®d, 2006 related to this matter. On A ugust2B®7, the appeals court partially upheld
the Company’s appeal, although it upheld the imtligi’s designation as an employee. The court ievwéag possible damage calculations
before publishing a final decision. The Companyartsel is preparing a motion for clarification b&tudgment due to omissions in the
decision. The Company is unable to determine thimate outcome of this matter.
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On March 28, 2007, three plaintiffs, on behalf gfuaported class of similarly situated employees @wntractors, filed a lawsuit against
the Company in the Superior Court of the Statealff@nia, Alameda County. The suit alleges variwitdations of the California Labor
Code and seeks payments for allegedly unpaid stréilge and overtime, meal period pay and assatipémalties. The Company and the
plaintiffs have agreed to venue for the suit in S&ago County. Based on our research to date, tmepany has not concluded that it has any
liability in the case. The Company believes thatdaliegations lack merit and intends to vigorow#fend all claims asserted. It is impossible
at this time to assess whether or not the outcdrtieese proceedings will or will not have a mateaidverse effect on the Company. We have
not recorded any accrual for a contingent liabéigsociated with this legal proceeding based orbeligf that a liability, while possible, is n
probable and any range of potential future chaegmot be reasonably estimated at this time.

On May 3, 2007, the Company announced that it Hladaa lawsuit against a former employee, Vend2omlan, who previously served
as its stock option administrator and left the Campin mid-2004, and his spouse. The lawsuit seekscover damages resulting from the
theft by Donlan of WFI stock options and commorcktealued in excess of $6.3 million. The theftsjahhappear to have taken place during
2002 and 2003, were discovered through the Companyiew of its past practices related to the gngraind pricing of employee stock
options with the assistance of its outside couasdlforensic computer consultants. The complast alleges that Donlan attempted to cover
up the scheme by, among other things, deletingesnitom the Company’s records. WFI had promptporéed this discovery to the SEC in
March 2007 when the theft was discovered. The S&fintenced an enforcement action against Donlanthend.S. Attorney’s Office
forwarded a grand jury subpoena to the companyisge&cords related to Donlan and our historicalaspgranting practices. The SEC filed
a federal lawsuit and obtained a temporary restrgiarder and asset freeze against Donlan andbbisse. The U.S. Attorney’s Office
indicted Donlan for the theft and he plead guitiythe federal criminal charges. The Company hapa@bed with, and intends to continue to
cooperate with both the SEC and the U.S. Attorn&ffice on this matter and otherwise.

In addition to the foregoing matters, from timditoe, the Company may become involved in varioussldts and legal proceedings that
arise in the ordinary course of business. Howditgyation is subject to inherent uncertaintiesd am adverse result in these or other matters
may arise from time to time that may harm the Camyfsbusiness. The Company is currently not awéeng 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 Il
Item 5. Market for Registrant’s Common Equity, Related Skbmlder Matters and Issuer Purchases of Equity Seities
Market Information
Our Common Stock is listed on the Nasdag Globa&@darket, under the symbol “WFII” and has tradette November 5, 1999.

The following table sets forth the high and lowesgprices for our Common Stock for the periodsdatdid, 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 $2.88 $2.00

Third Quartel $2.83 $1.91

Second Quarte $453 $2.85

First Quartel $5.52 $3.88
Year Ended December 31, 20(

Fourth Quarte $6.86 $5.10

Third Quartel $6.67 $4.95

Second Quarte $6.43 $5.13

First Quartel $9.54 $6.25

On September 6, 2007, the last sale price of omnr@on Stock as reported by NASDAQ was $2.74 perest@an September 6, 2007,
there were 210 shareholders of record of our Com&toak.

We have not declared any cash dividends since hiegaapublic company. We currently intend to retainy future earnings to finance
the growth and development of the business andefitre, do not anticipate paying any cash dividéndke foreseeable future. Any future
determination to pay cash dividends will be atdiseretion of our Board and will be dependent uienfuture financial condition, results of
operations, capital requirements, general busioasditions and other relevant factors as determiayedur Board.

On December 16, 2004, we adopted our Rights PlaisuBnt to the Rights Plan, our Board declaredideind distribution of one
preferred share purchase right (“Right”) on eactstamding share of our common stock. Each RigHteniiitle stockholders to buy one one-
hundredth of a share of newly created Series GeReaf Stock at an exercise price of $54, subjeatjostment, in the event that the Rights
become exercisable. Subject to limited exceptitisRights will become exercisable if a personroug acquires 15% or more of our
common stock or announces a tender offer for 15%ae of the common stock. If we are acquired imeager or other business combinal
transaction which has not been approved by ourd&ach Right will entitle its holder to purchaaethe Right's then-current exercise price,
a number of the acquiring company’s common shaagi a market value at the time of twice the Riyhkercise price.
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Securities Authorized for Issuance Under Equity Corpensation Plans
Information about our equity compensation planefd3ecember 31, 2006 was as follows (shares inshiods):

Number of
Securities Weighted
to be Issued Average
Upon Exercise Number of
Exercise of Price of Securities
Outstanding Outstanding Remaining
Options, Options, Available for
Warrants and Warrants and
Future
Plan Category Rights Rights Issuance
Equity Compensation Plans Approved by Shareholile 9,277 $6.28 5,841(3)
Equity Compensation Plans Not Approved by
Shareholders(z 2,357 $5.3C 1,071
11,634 6,912

Total

(1) Includes 1997 Stock Option Plan, 1999 and 2005t¢dncentive Plan and 1999 Employee Stock PurcRéese

(2) Includes 2000 Non-Statutory Stock Option Plan
(3) Includes 352,000 shares reserved for issuance timel&mployee Stock Purchase Plan which was suegand®006 but has been re-

activated for 2007.
For more detailed information regarding our equaitynpensation plans, see Note 10 to our consolidatadcial statements.
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Performance Graph

The following performance graph is a comparisotheffive year cumulative stockholder return on cammon stock against the
cumulative total return of the NASDAQ Compositedmdand the NASDAQ Telecommunications Index forpkeod commencing
December 31, 2001 and ending December 31, 2006pdtiermance graph assumes an initial investme#f. 60 in our common stock and in
each of the indices. The performance graph antkrktaxt are based on historical data and areexsssarily indicative of future
performance.

COMPAR ISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Wireless Facilities, Inc., The NASDAQ Compote Index
And The NASDAQ Telecommunications Index
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* $100 invested on 12/31/01 in stock of index-inahgdieinvestment of dividends.
Fiscal year ending December 31.

The performance graph above and related text ang ligrnished solely to accompany this annual reporForm 10-K pursuant to Item
201(e) of Regulation S-K, and are not being filedgurposes of Section 18 of the Securities Exceakg of 1934, as amended, and are not
to be incorporated by reference into any filingpafs, whether made before or after the date heregérdless of any general incorporation
language in such filing.
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Iltem 6. Selected Financial Data

We recently completed a voluntary review of ouriggaward practices. The voluntary review, whiclveed all option grants and other
equity awards made since two months prior to o@r ifPNovember 1999, as well as other substantatgrissued prior to our IPO, was
initiated by the current executive management teeinich has been in place since 2004, under thetibreof our Board, with the assistance
of outside counsel and forensic accountants. Weraldewed all option grants input into our stogition database (Equity Edge) subsequent
to our IPO date of November 1999 but with a grategrior to November 1999 and all option gran& greceded an employselate of hire

Based on the results of the review, the Audit Cott@aiconcluded that, pursuant to APB 25 and reliatedpretations, the accounting
measurement dates for certain stock option gramsded between March 1998 and December 2003, cayeftions to purchase
15.2 million shares of our common stock, differszhi the measurement dates previously used for awelnds. As a result, revised
measurement dates were applied to the affectedrogtants and WFI has recorded a total of $75.0amiin additional deferred
compensation, with substantially all of the inceeealating to option grants issued prior to Decen®ig 2003. WFI has recorded
$58.2 million in additional stock-based compensafar the years 1998 through 2005, reflecting tmeization of deferred compensation
over the relevant vesting periods, which is typicaler four years. After related tax adjustmerft$®6 million, the restatement resulted in
total net adjustments of $48.6 million. This amoismet of forfeitures related to employee termiorst. The additional stock-based
compensation expense is being amortized over tivecegeriod relating to each option, typically fowears, with approximately 92% of the
expense being recorded in years prior to 2004.

During the course of the Equity Award Review, wecdivered that a former stock option administrasat @éngaged in a fraudulent
scheme by which he misappropriated options to @selmore than 700,000 shares of stock. lll-gotsénsgrom this scheme exceeded $6.3
million, and we have recorded an unauthorized isse@f common stock charge of $0.6 million and $6ilfion in 2002 and 2003,
respectively, related to this theft.

The aggregate financial impact of the Equity AwBeliew including the unauthorized issuance of comstock charge was $64.5
million. After aggregate other tax adjustments ammme tax adjustments of $9.6 million, the restant resulted in total net adjustments to
net income (loss) of $54.9 million for the year9&3%hrough 2005.

The selected consolidated financial data has bestated as a result of the above matters. Seextilarfatory Note included before
Part I, Item 1 of this Report, the discussion ideld in “Management’s Discussion and Analysis ofiRirial Condition and Results of
Operations” included in Part 11, Item 7 of this Refp and Note 2 of Notes to Consolidated FinanStatements, included in Part IV, Item 15
of this Report.

The following selected consolidated financial dsttauld be read in conjunction with our consoliddtedncial statements and related
notes thereto and with “Management’s DiscussionAmalysis of Financial Condition and Results of @tens” which are incorporated in
Item 7 or included elsewhere in this Annual Report~orm 10K. Our historical results are not necessarily iatliee of operating results to
expected in the future.
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In December 2005, our Board made the decisionitaex Mexican and South American deployment busses. In December 2006, our
Board made the decision to exit our EMEA and Brazibusinesses. Accordingly, all results of operatifor these businesses have been
reflected as discontinued operations for all ygaesented.

Year Ended December 31
2002 2003 2004 2005 2006
(Restated) (Restated) (Restated) (Restated)
(All amounts except per share data in millions

Consolidated Statements of Operations Financii

Data:

Revenue: $155.7 $205.1 $296.2 $337.7 $327.€
Gross profit 47.5 61.1 69.4 76.3 53.5
Operating income (lost (11.3 7.8 5.6 16.9 (31.4)
Provision (benefit) for income tax 154 (1.6) (0.6) 5.9 14.5
Income (loss) from continuing operatic (27.3) 10.2 3.4 11.3 (46.7)
Income (loss) from discontinued operatic (42.2) (8.3 11.6 9.7) (11.2
Cumulative effect of change in accounting

principle (16.2) — — — —
Net income (loss $ (85.6) $ 19 $ 15.0 $ 16 $(57.9

Income (loss) from continuing operations per
common shar
Basic $ (0.57) $ 0.15 $ 0.05 $ 0.15 $(0.69)

Diluted $(057) $014 $005 $ 015 $(0.64)

Income (loss) from discontinued operations per
common shar

Basic $ (0.88) $(0.12) $ 0.16 $(0.13) $(0.15

Diluted $ (0.88) $ (0.112) $ 0.15 $(0.13) $(0.19
Net income (loss) per common sh

Basic $(1.78) $ 0.03 $ 0.21 $ 0.02 $(0.79

Diluted $(1.78) $ 0.03 $ 0.20 $ 0.02 $(0.79
Weighted average shar¢

Basic 48.1 68.4 72.8 74.0 73.5

Diluted 48.1 73.5 75.3 75.0 73.5

As of December 31
2002 2003 2004 2005 2006
(Restated) (Restated) (Restated) (Restated)
(All amounts in millions)

Consolidated Balance Sheet Dz

Cash and cash equivalel $ 97.0 $ 75.8 $ 50.4 $ 77 $ 54
Shor-term investment — 35.1 7.6 — —
Working capital 101.4 132.5 98.6 67.4 (3.9)
Total asset 221.: 279.3 330.7 342.0 335.€
Total debt 2.8 0.7 1.9 0.7 51.4
Total stockholder equity 140.C 191.9 219.€ 229.7 187.1
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The following table presents details of the totatk-based compensation expense resulting fronfequity Award Review as well as
previously recorded stock-based compensation erpemd unauthorized issuance of stock expensestiratluded within the functional line
items in the consolidated statements of operatiats above. The expense below does not includeliied tax adjustments.

As of December 31
2002 2003 2004 2005 2006
(Restated) (Restated) (Restated) (Restated)
(All amounts in millions)

Supplemental Data on Sto&#lased Compensation a
Unauthorized Issuance of Stock Exper

Cost of revenu $ 29 $ 1.8 $1.5 $1.7 $ 4.1
Selling, general and administrati 2.6 7.7 0.9 1.1 7.5
Unauthorized issuance of sta 0.6 5.7 — — —
Discontinued operations _ 06 __ 06 = = e
Total 6.7 $15.8 $2.4 $2.8 $11.6

The following table presents the detail of the moeceme tax payroll related adjustments resultimgrfthe Equity Award Review that is
included within the functional line items in thenswmlidated statements of operations data above.

As of December 31
2002 2003 2004 2005 2006
(Restated) (Restated) (Restated) (Restated)
(All amounts in millions)

Supplemental Data on Non-Income Tax Payroll
Related Expense (Cred

Cost of revenu $0.5 $(0.2) $ (7.5 $(0.4) $—
Selling, general and administrati 0.4 (0.2) (3.9 (0.2 —
Income (loss) from discontinued operations e — (0.8) (0.0) =

$0.9 $(0.4) $(12.2) $(0.6) $—

The consolidated statement of operations datapstht dbove for the years ended December 31, 2002@04 and the consolidated
balance sheet data as of December 31, 2005, aved&om, and qualified by reference to, the aedlitestated financial statements appee
elsewhere in this Report. The consolidated statéwfesperations data for the years ended Decemhe2@®3 and 2002, and the consolidated
balance sheet data as of December 31, 2004, 2002092, are derived from unaudited financial stetets not included herein and have .
been restated to reflect the results of the Eqiwiard Review.

See “Impact of the Additional Stock-Based CompeaasdExpense-Related Adjustments on the Consolidaiteaincial Statements”
included in, “Management’s Discussion and Analysig-inancial Condition and Results of Operations¢luded in Part 11, Item 7 of this
Report, for tables presenting the adjustments tgpraviously-reported consolidated statements efatons for the four years ended
December 31, 2005.

The information that has been previously filed tireowise reported in our Quarterly Reports on Faf@ or any of our Annual Repot
on Form 10-K for the periods affected by the restant is superseded by the information in this Repad the previously filed financial
statements and related financial information andiops of our independent registered public accogrfirm contained in such reports can
longer be relied upon. The restated consolidatehfiial statements include unaudited
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financial information for interim periods of 2006rtsistent with Article 10-01 of Regulation S-X. Tlaformation is presented in Note 2 to
Notes to Consolidated Financial Statements, induddart 1V, Item 15 of this Repo

Certain amounts in the selected consolidated fiahdata above have been reclassified to conforthe®006 presentation. See Note 1
of Notes to Consolidated Financial Statementsuitd in Part 1V, Item 15 of this Report.

You should read this selected consolidated findmigita together with the Explanatory Note and Ctidated Financial Statements and
related Notes contained in this Report and in abssquent reports filed with the SEC, as well asstiction of this Report and our other
reports entitled “Management’s Discussion and Asiglpf Financial Condition and Results of Operagibn
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Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations (“MD&A")

This report contains forward-looking statementse§énstatements relate to future events or our éuinancial performance. In some
cases, you can identify forward-looking statemémgtserminology such as “may,” “will,” “should,” “expect,” “plan,” “anticipate,”
“believe,” “estimate,” “predict,” “potential” or “c ontinue,” the negative of such terms or other corapke terminology. These statements
are only predictions. Actual events or results rd#fer materially. Factors that may cause our resub differ include, but are not limited to:
changes in the scope or timing of our projects;raes or cutbacks in spending by the U.S. DoD wtichd cause delays or cancellations of
key government contracts; slowdowns in telecommatinits infrastructure spending in the United Statad globally, which could delay
network deployment and reduce demand for our sesyite timing, rescheduling or cancellation ofngfigant customer contracts and
agreements, or consolidation by or the loss ofdiestomers; failure to successfully consummate aitipns or integrate acquired operatiot
the rate of adoption of telecom outsourcing by wekwarriers and equipment suppliers; the rate miwgth of adoption of WLAN and wirele
security systems by enterprises; and competitidghermarketplace which could reduce revenues anfitpnargins.

Although we believe that the expectations refletdtle forward-looking statements are reasonabie cannot guarantee future results,
levels of activity, performance or achievementstdduoer, neither we, nor any other person, assuraparsibility for the accuracy and
completeness of the forward-looking statementsai@nder no obligation to update any of the fordvdmoking statements after the filing of
this Annual Report on Form 10-K to conform suchesteents to actual results or to changes in our etgi®ns.

Certain of the information set forth herein, inclugl costs and expenses that exclude the impatbck sompensation expense in 2006,
may be considered non-GAAP financial measures. &lfevie this information is useful to investors hesmit provides a basis for measuring
the operating performance of our business and aghdlow, excluding the effect of stock compensatigpense that would normally be
included in the most directly comparable measuedsutated and presented in accordance with Gengriaticepted Accounting Principles.
Our management uses these non-GAAP financial messiwmng with the most directly comparable GAARTriial measures in evaluating
our operating performance, capital resources anghciow. NonGAAP financial measures should not be considerésaiiation from, or as
substitute for, financial information presentedccmmpliance with GAAP, and non-financial measuresepert may not be comparable to
similarly titted amounts reported by other companie

The following discussion should be read in conjiomctvith our audited consolidated financial statertseand the related notes and ot
financial information appearing elsewhere in thisrf 1(-K and other reports and filings made with the Siti@s and Exchange
Commission. Readers are also urged to carefulliese\and consider the various disclosures made hyhish attempt to advise interested
parties of the factors which affect our businessluding without limitation the disclosures madelenthe captior‘Management’s
Discussion and Analysis of Financial Condition d&elsults of Operatior” and And Item 1A—Risk Factors.

Equity Award Review
Background and Scope of Review

Our current executive management team, which has imeplace since 2004, initiated an internal revdé our historical practices relat
to granting stock option awards and other equitgral® (the ‘Equity Award Review) in the summer of 2006 in reaction to media répor
regarding stock option granting practices of pubbmpanies. In February 2007, the Board appointgpezial Committee of the Board to
review the adequacy of the Equity Award Review #rerecommendations of management regarding hiatarption granting practices, and
to make recommendations and findings regardingetipoactices and individual conduct. The Special @ittee was not charged with
making, and did not make, any evaluation of theanting determinations and related tax adjustmdrtts.accounting determinations and
related tax adjustments were evaluated by Manageamehthe Audit Committee of the Board of DirectdrBe Special Committee was
comprised of a non-employee director who had nateseon our Compensation Committee before 2005.
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The Equity Award Review encompassed all grantsptibas to purchase shares of our common stock #red equity awards made sir
two months prior to our IPO in November 1999 thiolpecember 2006. We also reviewed all option grdraswere entered into our stock
option database (Equity Edge) after our IPO wigrant date before November 1999, as well as otiestantial grants issued prior to our
IPO. The total number of grants reviewed in theifygiward Review exceeded 14,000 individual grakit® further reviewed all option
grants with a grant date that preceded an emplsydsgk of hire. As part of the review, intervieWd 8 current and former officers, directors,
employees and attorneys were conducted, and manedth million pages of electronic and hard copyutloents were searched for relevant
information. The Special Committee also conductedwn separate review of the option granting feastduring the tenure of current
executive management team through additional irgessand document collection and review with th&stance of its own separate counsel,
Pillsbury Winthrop Shaw Pittman and FTI Consulting.

The Special Committee completed its evaluatiorhefEquity Award Review in August 2007 after consiulgg the information gathered
by management and Morrison & Foerster, along végting and data gathering by Pillsbury Winthrop Bt Consulting. The Special
Committee concluded that the Equity Award Revieve wamplete and worthy of reliance. Our Board has abncluded that the scope and
thoroughness of the Equity Award Review was conepdetd appropriate.

The Equity Award Review demonstrated the absencemtemporaneous evidence supporting a substantialber of the previously-
recorded option grants, substantially all of whisdre made in the period from 1998 through late 2@@8ing this period of time, in some
instances, documents, data and interviews sudugsbption grants were prepared or finalized daysmasome cases, weeks or months after
the option grant date recorded in our accountiegnas. The affected grants include options issaaxttain newly-hired employees using
measurement dates prior to their employment staetsdand options issued to non-employees, incluativgsors to the Board of Directors,
erroneously designated as employees. The Speamhiiitee also concluded that certain former empleyael former officers participated in
making improper option grants, including the setetbf grant dates with the benefit of hindsighd am the delay in dating of otherwise
approved option grants.

Impact on Previously Issued Reports and Financiab®ments

In light of the Equity Award Review and the Spedammittees findings described below, the Audit Committe@of Board conclude
that our prior financial statements for periodsyrd998 through our filing of interim financial statents for the period ended September 30,
2006 must be restated. Our management determiagdrbm fiscal year 1998 through fiscal year 200&, Company did not properly
recognize non-cash equity-based compensation charpese charges are material to our financiatistants for the years ended
December 31, 1998 through 2005, the periods tolwéich charges would have related. Previously filenlial reports on Form 10-K and
quarterly reports on Form 10-Q affected by theateshents have not been and will not be amendedlaud not be relied upon.

Consistent with the relevant accounting standandisracent guidance from the SEC as part of thetffduvard Review, the grants
during the relevant period were organized intogaties based on grant type and process by whicrdrg was finalized. We analyzed the
evidence related to grants in each category asop#re Equity Award Review. This evidence includbdt was not limited to, electronic and
physical documents, document metadata, and withessiews. The controlling accounting standardsenagpplied to the relevant facts and
circumstances, in a manner consistent with receidiagce from the SEC, to determine the proper nreasent date for every grant within
each category. If the measurement date was nahtine as the originally assigned grant date, acitmuatijustments were made as required,
resulting in stock-based compensation expensedatkd income tax effects, as detailed below.

Based on the results of the Equity Award Reviewceecluded that, pursuant to Accounting Princifdeard Opinion No. 25,
Accounting for Stock Issued to Employ(* APB 25"), and relevant
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interpretations, revised accounting measuremeesddtould be applied to a substantial number oftiiek option grants covering options for
the purchase of 15.2 million shares of our comniooksthat were awarded primarily between March 1888 December 2003. The use of
revised measurement dates for the affected optimmigjrequired us to record a total of $75.0 miliio additional deferred compensation, \
substantially all of the increase relating to optgzants made before December 31, 2003. We haseeadsrded $58.2 million in additional
deferred compensation for the years 1998 throu@b 2@flecting the amortization of stock-based cengation expense over the relevant
vesting periods, which was typically over four yeakfter aggregate payroll tax adjustments andrimetax adjustments of $9.6 million, the
restatement resulted in total net adjustments tineeme (loss) of $48.6 million for the years 19B8ugh 2005. This amount is net of
forfeitures related to employee terminations antte#ations of approximately $16.8 million. Theseaunts do not include the unauthorized
issuance of common stock charge of $0.6 million $d million in 2002 and 2003 related to misappiatpd options by the Company’s
former stock administrator described herein. Thgregate amount of the Equity Award Review including misappropriated options is $6€
million comprised of the $58.2 million in additidretock-based compensation expense and $6.3 mdfiancharge for unauthorized issuance
of common stock. After aggregate other tax adjustsiand income tax adjustments of $9.6 million,rdsatement resulted in total net
adjustments to net income (loss) of $54.9 millionthe years 1998 through 2005. Approximately $26il6on of the stock-based
compensation expense was recorded in 2001, whistpvimarily due to cancellations from our Stock iOptCancel/Re-grant Program, as
described below, which resulted in the remainingmartized deferred compensation being expensed thlygorancellation in March 2001.

As a consequence of these adjustments, our auditesblidated financial statements and related asseces for the years ended
December 31, 2004 and 2005 and our consolidatéshs¢ats of operations and consolidated balance dagefor the four years ended
December 31, 2005, included in “Selected Consddi&iinancial Data” in Part I, Item 6 of this Repdrave been restated. Additionally, the
unaudited quarterly financial information for iritarperiods of 2005, included in “Management’s Dision and Analysis of Financial
Condition and Results of Operations” in Part knit 7 of this Report, have been amended. We hasgedtated the stodkased compensati
expense footnote information calculated under 8tate of Financial Accounting Standards, or SFAS, MtB,Accounting for Stock-Based
Compensationor SFAS 123 and SFAS No. 148\ccounting for Stock-Based Compensation—Trans#imhDisclosure or SFAS 148,
under the disclosure-only alternatives of thosenpumcements for the years 2004 and 2005 and ferinmiperiods of 2005. The restated
footnote information has been included in “ManagetiseDiscussion and Analysis of Financial Conditeomd Results of Operations” as well
as in the Consolidated Financial Statements inlRdtém 15 of this Report.

None of the adjustments resulting from the Equitya#d Review affected our previously-reported reverash, cash equivalents or
marketable securities balances in any prior periods

Former Stock Option Administrator

During the course of the Equity Award Review, wecdivered that Vencent Donlan, a former stock opidministrator, had engaged in
a fraudulent scheme by which he misappropriatembopto purchase more than 700,000 shares of sbglotten gains from this scheme
exceeded $6.3 million. We have brought an actiaireg Donlan seeking return of the fraudulentlyaiid stock option proceeds. We also
promptly alerted the SEC of our discovery in Ma2€l07. The SEC commenced an enforcement actionsigagmlan, and the U.S.
Attorney’s Office forwarded a grand jury subpoeoai$ seeking records related to Donlan and ouofiiistl option granting practices. We
have cooperated with, and intend to continue t@eoate with, both the SEC and the U.S. Attorneyff&c®in their actions against Donlan
and otherwise. Donlan has consented to an injum&tiought by the SEC and has plead guilty to fdd=iainal charges brought against him
by the U.S. Attorney’s Office. We have recorded an
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unauthorized issuance of common stock charge 6fi$@lion and $5.7 million in 2002 and 2003, respegly, related to this theft.

Historical Option Grant Approval Processes

Before our IPO, there was no formal policy or psxeovering granting or approval of stock optioangs. As of December 1999, the
Compensation Committee, which was comprised ofthan-employee members of our Board, delegateaatytho our then chief executive
officer (* CEQ”) to grant options covering the purchase of up@@00 shares of our common stock per non-execatfieer employee per
year “ CEO Award Grants). Since our IPO, our policies required Compermsattommittee approval of option grants that excdede
limits of the CEO Award Grants and all option gratt executive officers, as defined in Rule 163{i(dmulgated under the Securities
Exchange Act of 1934, as amendedKecutive Officers). As a result of the information considered ie tquity Award Review, we have
concluded that, from our IPO in November 1999 tigto@ctober 2003, our option grant processes ankdwres were not consistently
followed.

The Compensation Committee approved stock optiantgrusing two different forms of authorizationsst on occasion, the
Compensation Committee approved stock option grarftsrmal meetings of the Compensation Commitddr our IPO, these meetings
were typically held quarterly. Second and morergftee Compensation Committee members held infodisalissions with our then CEO—
typically telephonically or via emailte determine whether option grants should be amatoVhe approval of option grants determined by
Compensation Committee was documented throughsh@iuunanimous written consent actions. The unemémvritten consent actions
granted the options “as of” the date the committeenbers informally approved the grant, which wasost always a date earlier than the
date on which the formal unanimous written consetiopns were prepared and signed.

In March 2001, our Board approved a voluntary stmo#on cancel and re-grant program for employ#es ‘{Cancel/Re-grant Program
"). The Cancel/Re-grant Program provided employeiis the opportunity to cancel all of their exigfiand outstanding stock options granted
to them on or after September 30, 2000 and bef@ecM30, 2001, and some or all of their existindg antstanding stock options granted to
them prior to September 30, 2000, in exchange fava option grant for an equal number of sharestgdhat a future date. The new options
were issued six months and one day after the datiocel date, March 30, 2001, and the exercise midhe new options was based on the
trading price of our common stock on the date efribw option grants.

One of the objectives of the Equity Award Reviewswa verify whether the unanimous written consetibas accurately identified the
dates on which the Compensation Committee infogragbroved the option awards. For a number of tamimous written consent actions,
we were able to verify that the date reflectechin document was the date on which the Compensatammittee members informally
approved the option grant. However, as to somaefihanimous written consent actions, we were enablerify that the grant dates
reflected in the approval documentation was the @atwhich the approval had occurred. When wed ook verify the grant date reflected in
a unanimous written consent action was the datghoch it was approved through contemporaneous deotsnwe made measurement date
adjustments based on the best available evidemmteasufax dates on unanimous written consents andilecorrespondence that supported
the proper measurement date. This resulted in memsumt date changes to 17 grant dates.

In November 2003, our current CEO, Eric DeMarcaonowenced employment as the President of WFI. Shtivéiseafter, in
December 2003, our former Chief Financial Officeerry Ashwill, left the Company. In April 2004, MReMarco became CEO and the prior
CEO, Masood Tayebi, became the Executive ChairrhanroBoard of Directors. In April 2004, the additial members of our executive te
were hired, which included a new Chief Financidii€2fr, Deanna Lund, and new General Counsel, J&desrds. Shortly thereafter, other
positions such as Corporate Controller, Vice Prgicf
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Human Resources, and Stock Administrator wereldtea, replacing the former employees in thosetjuos.

The new executive management team engaged in aalloeview of our processes and controls and niageovements where deemed
necessary. Our stock option granting processeprugdures were among the areas to which the newvageaent team made improvements.
Thus, shortly after April 2004, the processes wermalized and a consistent procedure was impleedeior the CEO Award Grants and
grants made by the Compensation Committee.

We believe that the Equity Award Review has conéichthat our equity granting processes and pradticefect since April 2004 are
sound and have been consistently followed. Thetzduivard Review did not identify any measuremertedadjustments required under A
25 for grants made since November 2003, althoudtdifind minor administrative errors that haveulesd in immaterial adjustments
aggregating approximately $50,000 for grants dutirgperiod from 2004 through 2006.

In January 2007, for various business reasons, agerthe decision to discontinue the issuance oksiptions as a broad-based form of
incentive compensation. Instead, we have begumgughrer forms of equity-based incentives such ssicted stock or restricted stock units
on a limited basis.

Adjustments to Measurement Dates

As a result of the Equity Award Review, we deteredmunder the criteria set forth in APB 25 that optjrants covering a total of
15.2 million of the shares of our common stock reEgmeasurement date adjustments. For reasontethiato four categories, we concluded
that the measurement dates originally used foretlopsion grants did not meet the criteria to esghld measurement date, as set forth in
APB 25. For some of those grants, more than orsoreapplied. The four categories are:

» Lack of Contemporaneous Documentatioithe Equity Award Review identified a number of geafor which we have been unable
to locate contemporaneous documentation confirfingeither a Compensation Committee approval eedwr the CEO Award Grants
occurred on the indicated grant date. We identi§iexthts requiring measurement date adjustments tineleriteria of APB 25 when we were
unable to locate contemporaneous documentatiornroong that (1) a meeting occurred on the grane dgt) the CEO approved the grant on
the grant date, (3) the Compensation Committeecaeprthe grant on the grant date or (4) the idieatibn of employee-recipients and grant
amounts were finalized by the grant date. The #&dfkgrants involved options allowing the purchals®.@ million shares of our common
stock. Of these options, options to purchase Olkomishares were granted to Executive Officergians to purchase 60,000 shares were
granted to three of our current Directors and gysitn purchase 3.1 million shares were grantedhter@mployees. Adjustments to the
APB 25 measurement dates for the grants coverglddsg grants resulted in the recording of additideferred compensation of
$25.9 million, and amortization of stock-based cenmgation expense of $22.4 million, with the remagr$$3.5 million eliminated due to
forfeitures and terminations.

« Date Selection/Indications of Other DateEor twelve grant dates, the Equity Award Reviewntified documents that indicated that
the grant date for some options was selected Wwitbenefit of hindsight after the date indicatedt@unanimous written consent or after the
CEO authorization form documenting the approvahose options. The affected awards on these twghuet dates involved option grants
covering 7.0 million shares. Of these option graoggions to purchase 1.3 million shares were gt Executive Officers and options to
purchase 5.7 million shares were granted to ottgri@yees. Adjustments to the APB 25 measuremertdat these grants resulted in the
recording of additional deferred compensation &.$Imillion and amortization of stodkased compensation expense of $9.9 million, wi¢
remaining $3.2 million eliminated due to forfeitarand terminations. Each of the twelve grant datre on dates when the closing price of
our common stock was at or near the lowest pripegenced during the previous 7 weeks or earlier.
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« Subsequent Allocationsln 1999, 2000, 2001, 2002 and 2003, we made l&mad-based grants of stock options covering a
substantial percentage of our employees. With mdpeseven of the broad-based grant dates, thiyEward Review identified that we had
not completed allocations of options to individealployees by the time the grant was approved byp@osation Committee. The affected
awards on these seven grant dates involved optammtgcovering 4.2 million shares. Of these optiwemrds, options to purchase 0.2 million
shares were granted to Executive Officers and pgtio purchase 4.0 million shares were grantedher@mployees. Adjustments to the
APB 25 measurement dates for these grants resultbd recording of additional deferred compensatb$23.8 million and amortization of
stock-based compensation expense of $17.5 millith,the remaining $6.3 million eliminated due twfeitures and terminations.

» Pre-Hire Grants. We made certain grants in connection with offereraployment to new employees were made on graes dhat
preceded the employee’s hire date. These grantddvied options to purchase a total of 0.7 millioargs. Of these option grants, options to
purchase 0.2 million shares were granted to Exee@ifficers and options to purchase 0.5 millionrshavere granted to other employees.
Adjustments to the APB 25 measurement dates f@etheants resulted in the recording of additiomééded compensation of $7.9 million
and amortization of stock-based compensation expeh$3.9 million, with the remaining $4.0 milli@iiminated due to forfeitures and
terminations.

Other Adjustments

During the course of the Equity Award Review, weritified some instances in which adjustments termefl compensation were
required that were not related to changes in measemt dates for the following reasons:

* Non-Employee GrantsCertain grants made to consultants and board agvisawler our incentive stock option plan, whicloakd
only grants to employees. These grants were aceddot under APB 25 as if they were proper incantitock option awards. In some
instances, individuals were added to our payreknethough they were not employees. The affecteat@involved options to purchase
0.3 million shares, of which options to purchas@®@B shares were issued to one of our Directoms pwihis joining our Board. To correctly
account for these grants in accordance with SFASah2l EITF 96-18, “Accounting for Equity Instrumerithat Are Issued to Other Than
Employees for Acquiring, or in conjunction with aj, Goods or Services”, we recorded $3.6 millioradditional deferred compensation
during 1998 through 2003 and amortization of stbaked compensation expense of $3.6 million.

« Modifications of Existing Grants With respect to 0.3 million option grants, nfogitions were made to employee stock options that
were not accounted for in accordance with APB 2t modifications included the extension of the fsesvice exercise period for vested
stock options of terminated employees and the acaibn of vesting for an Executive Officer, whigsulted in $0.1 million of additional
deferred compensation and amortization of stoclett@®mpensation expense. Adjustments to refleanibdification of terms in accordance
with APB 25 resulted in the recording of $1.3 naitliin additional deferred compensation and amditizaf stock-based compensation
expense of $1.3 million, to properly account fazdl modifications.

We previously recorded stock-based compensatioaresgs in prior periods for certain former employleesvhom, in connection with
their terminations, the post-service exercise [efin vested stock options was extended or of gsting period of stock options was
accelerated. Those charges were accounted forctigrpairsuant to APB 25. However, as a result giistthents made in the restatement, the
previously-recorded deferred compensation chargeraduced by $0.4 million.

During the course of the Equity Award Review, wecdivered that a former stock option administrasat @ngaged in a fraudulent
scheme by which he misappropriated options to @semmore than 700,000 shares of stock. lll-gotéémsgrom this scheme approximated
$6.3 million, and we have
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recorded an unauthorized issuance of common stuaige of $0.6 million and $5.7 million in 2002 a2@03, respectively, related to this
theft.

Summary of Measurement Date Adjustments to Gramt$-brmer Executive Officers and Related Party

The Equity Award Review identified option grantsféomer Executive Officers covering an aggregat@.afmillion shares that required
measurement date adjustments. The resulting aggrggass increase in deferred compensation asedaiath these grants was $7.7 million,
and the aggregate amortization of stock-based eepassociated with these grants was $7.2 milligh, tve difference of $0.7 million
eliminated due to forfeitures.

Neither of our co-founders, Dr. Massih Tayebi andNdasood Tayebi, was awarded any grants of stptibims. Throughout the periods
covered by the Equity Award Review, the Tayebi fgrtincluding Massih and Masood Tayebi), owned kw30 percent to 40 percent of
our outstanding capital stock. Thus, none of thentgr requiring measurement date adjustments was toawlr co-founders. However, there
were grants requiring measurement date adjustntiesitsvere issued to the brother of our co-foundiag, Tayebi, who was the former
general manager of our Mexican operation. Optioraurchase 530,597 shares that were granted tbalebi required measurement date
adjustments, resulting in increased gross defemetpensation of $6.3 million and amortization aicgtbased compensation expense of $5.4
million, with the difference of $0.9 million elimated due to forfeitures. A total of 2,640 of tharss requiring measurement date adjustment:
were sold by Mr. Tayebi, of which $9,000 of thefircealized from the sale of those shares wagedlt the difference in the remeasured
price compared to the original option grant price.

The financial statement impact of measurement adjigstments to grants to former Executive Offigeras follows:

* Terry Ashwill, former Executive Vice President a@tlief Financial Officer (September 2000 to Decen#f#3)—grants that in the
aggregate allowed the purchase of 562,330 shanesfagnd to require measurement date adjustmestdtireg in increased gross
deferred compensation of $1.0 million and amoriirabf stock-based compensation expense of $0l&milvith the difference of
$0.3 million eliminated due to forfeitures. A totel404,448 of the shares requiring measuremeetadjistments were sold by
Mr. Ashwill, of which $0.7 million of the profit mdized from the sale of those shares was relatéuktdifference in the remeasured
price compared to the original option grant price.

» Frankie Farjood, former Senior Vice President Dgplent (November 1999 to July 2004)—grants thah@édggregate allowed the
purchase of 287,743 shares were found to requiesanement date adjustments resulting in increasess gleferred compensation of
$1.0 million and amortization of stock based congagion of $1.0 million. A total of 170,000 of thiesses requiring measurement ¢
adjustments were sold by Mr. Farjood, of which $@i8iion of the profit realized from the sale obfe shares was related to the
difference in the remeasured price compared totigénal option grant price.

« Scott Fox, former President Network Management@pédrations (May 1999 to June 2002)—(part time eggBalune 2002—April
2005) grants that in the aggregate allowed thehase of 55,014 shares were found to require measmtedate adjustments resulting
in increased gross deferred compensation of $dlbmand amortization of stock based compensatich0.1 million. A total of
53,621 of the shares requiring measurement datistatnts was sold by Mr. Fox, of which $40,000hef profit realized from the se
of those shares was related to the differencedne¢measured price compared to the original omfant price.

» Farzad Ghassemi, former President of Wireless Ndt®ervices (February 1998 to June 2007)—grantsiththe aggregate allowed
the purchase of 194,591 shares were found to eequir
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measurement date adjustments resulting in incregesd deferred compensation of $0.3 million andriization of stock based
compensation of $0.3 million. A total of 117,000té shares requiring measurement date adjustmenéssold by Mr. Ghassemi, of
which $0.1 million of the profit realized from tisale of those shares was related to the differemites remeasured price compared to
the original option grant price.

Greg Jacobssen, former Executive Vice PresideWiofless Network Services (July 2002 to January28gyrants that in the
aggregate allowed the purchase of 60,000 sharesfaend to require measurement date adjustmeniffingsin increased gross
deferred compensation of $40,000 and amortizatiaiock based compensation of $10,000, with thiedihce of $30,000 eliminated
due to forefeitures. Mr. Jacobssen did not sell@rthe options requiring measurement date adjustsne

David Knutson, former Executive Vice President afééss Network Services (July 2003 to February628€grants that in the
aggregate allowed the purchase of 300,000 shanesfaend to require measurement date adjustmesidtireg in increased

gross deferred compensation of $1.3 million andrézadion of stock based compensation of $1.3 onlliMr. Knutson did not sell
any of the options requiring measurement date adprsts.

Thomas Munro, former Chief Financial Officer (JA!/997 to September 2000) and former President (8dgetie2000 to

December 2002)—grants that in the aggregate alldhegurchase of 510,890 shares were found tonequeasurement date
adjustments resulting in increased gross defemwetpensation of $3.1 million and amortization ofcétbased compensation of $3.1
million. A total of 88,890 of the shares requirimgasurement date adjustments were sold by Mr. Marfirghich $0.1 million of the
profit realized from the sale of those shares etsted to the difference in the remeasured pricepewed to the original option grant
price.

William Brad Weller, former General Counsel and &Rresident Legal Affairs (September 1999 to De@r@b02)—grants that in
the aggregate allowed the purchase of 153,636 share found to require measurement date adjussmesilting in increased gross
deferred compensation of $1.0 million and amoriirabf stock based compensation of $0.8 milliorthwie difference of $0.3

million eliminated due to forfeitures. A total 00@65 of the shares requiring measurement datstaggunts were sold by Mr. Weller,
of which $0.1 million of the profit realized frorhé sale of those shares was related to the differemthe remeasured price compared
to the original option grant price.

No Affected Grants to Current Executive Officers

The Equity Award Review examined all option grametsurrent Executive Officers and concluded thatmeasurement date adjustments

related to those option grants was required.

Aggregate Financial Statement Impact of the Measorent Date and Other Adjustments Identified in thejeiity Award Review

The aggregate gross additional deferred compemstitad we recorded for the years 1998 through 2308 result of information

identified in the Equity Award Review is $75.0 roth. The aggregate gross additional deferred cosgigm that we recorded for the years
2004 through 2005 of approximately $0.5 million vpasnarily as a result of reductions in deferredhpensation to reflect reductions in our
stock price for option grants that were repriced saquired variable accounting treatment for grémas were issued prior to 2004. The
aggregatgrossadditional deferred compensation for the years tB88igh 2005 does not reflect the elimination 568 million in deferred
compensation due to subsequent forfeitures retatechployee terminations. In addition, the remajramount of deferred compensation
totaling $0.1 million at December 31, 2005 was @leed in accordance with the provisions of
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SFAS No. 123 (revised 2008hare-Based Paymenbr SFAS 123R, which we adopted effective JandaB006. After these reductions, we
recordechetadditional stock-based compensation expense o2$8Blion for the years 1998 through 2005 in cortimtwith our Equity
Award Review. After related tax adjustments of $®iion, the restatement resulted in total neuatthents to net income (loss) of $48.6
million for the years 1998 through 2005. These ami®do not include the unauthorized issuance oficomstock charge of $0.6 million and
$5.7 million in 2002 and 2003, respectively, retate misappropriated options by the Company’s farateck administrator described herein.
The aggregate amount of the Equity Award Reviewutliag the misappropriated options is $64.5 millammprised of the $58.2 million in
additional stock-based compensation expense aBdiion of a charge for unauthorized issuance@mhmon stock. After aggregate other
tax adjustments and income tax adjustments of $8l®n, the restatement resulted in total net atiients to net income (loss) of

$54.9 million for the years 1998 through 2005. Bd@istments did not affect our previously-repor@eenue, cash, cash equivalents or
marketable securities balances in any prior period.

As stated previously, we made measurement datstatjuts based on the best available evidence suex @ates on unanimous writ
consents and e-mail correspondence that suppottatimanagement believes to be the appropriate meaent date. However, we also
prepared sensitivity analyses using alternativesmesment dates for certain grants that had lessicavidence to support a measurement
date. If the alternative measurement dates werd, aseaggregate $47.7 million of additional stoelsdd compensation expense would have
been recorded compared to the $58.2 million werdsmh

Related Tax Adjustments

In our restated financial statements for 1998, 128990 and 2001, we recorded income tax benefi)d million, $1.6 million,
$3.5 million, and $7.3 million, respectively, witbspect to additional stock-based compensationnsepeelating to U.S.-based income. At
December 31, 2002, we had no additional net dafdere assets for additional stock-based compemsatipense as such amounts were offset
by a valuation allowance. No tax benefits were réed for additional stock-based compensation expesorded during 2002 as such
amounts were offset by a valuation allowance bexaesdid not believe such additional deferred t&sets were more likely than not to be
realized. At December 31, 2002, we concluded tHall @aluation allowance against our deferred daasets was appropriate as a result of our
cumulative losses as of December 31, 2002, whioBezha presumption that any deferred tax assetslweuifficult to realize, and reversed
the $4.2 million of deferred tax assets recognimgatior periods which were yet to be realizedtfor purposes, thereby increasing tax
expense by $4.2 million. We recorded an incomebtefit of $1.5 million in 2003 related to inconae benefits realized from employee
stock option exercises in 2003 that reduced ouligdxities. Prior to the restatement, such incamebenefits were credited to additional
paid-in capital because there was no associatel-swsed compensation expense related to such pespsbock options. No income tax
benefits were recorded for additional stock-basadpensation in 2004 and 2005 because of our darrtagtiosses prior to deductions
related to employee stock options. As a resultctiraulative net income tax benefit we recordedugtoDecember 31, 2005 was
$10.2 million. We also recorded net other non-inedax payroll adjustments of $0.6 million, resudtin total related tax adjustments of
9.6 million. The other non-income tax payroll expes recorded were $1.0 million, $10.3 million, $hiflion and $0.9 million for 1999,
2000, 2001, and 2002, respectively. As a resuthi@fxpiration of certain statutory periods, preegly recorded non-income tax payroll
expenses were reduced by $0.4 million, $12.2 mildad $0.6 million in 2003, 2004, and 2005, respelt.
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The Conduct Review
Background and Scope of Review

As described above, in February 2007, the Boardiapgd a Special Committee of the Board (th@dmmitte€) to review the adequacy
of the Equity Award Review and the recommendatimint®anagement regarding historical option granfiragtices, and to make
recommendations and findings regarding those pextnd individual conduct. The Committee was hatged with making, and did not
make, any evaluation of the accounting determinatar tax adjustments. The accounting determinat@onl related tax adjustments were
evaluated by management and the Audit CommittékeeoBoard of Directors. The Committee was comprisea non-employee director who
had not served on our Compensation Committee b&fans.

In connection with its review of the individual ahuct of persons involved in the historical optioarging practices (the Conduct
Review”), the Committee’s counsel considered informatieweloped in the Equity Award Review, which it @wved and tested. In addition,
the Committee conducted its own separate reviethhebption granting practices during the tenureusfent executive management team
through additional interviews and document coll@ctand review. The Committee also reported on atfeters, including areas for further
improvements in the stock option granting procesbsthe controls surrounding that process. The Carnifaview was accomplished with the
full support and cooperation of our Board, manageraed employees.

Conduct of Certain Former Executive Officers and Foer Employees

Upon completion of the Conduct Review, the Comreittencluded that certain former Executive Officand other former employees
participated in making improper option grants, intthg the selection of grant dates with the bemfitindsight and in the delay in dating of
otherwise approved option grants. The Committeelcoled that certain of the former Executive Officand other former employees
appreciated the legal and accounting consequefi¢cbsipnactions. The Committee further recommenithed we consider pursuing available
remedies against the former Executive Officerduidiog potentially seeking disgorgement of optixereise proceeds related to options with
adjusted measurement dates from certain formerufixecOfficers. None of the former Executive Offis®r former employees identified by
the Committee as having participated in grant datection were employed by us at the time of then@dtee’s findings, as all of them had
previously resigned for reasons unrelated to thgtizg\ward Review or the Conduct Review.

Conduct of Current Executive Officers and Employees

Upon completion of the Conduct Review, the Comraittencluded that none of the current Executived®ff or other current
employees had participated in making improper opgicants. To the contrary, the Special Committeekmed that current management
proactively improved the processes of approvinggnadting stock options on its own initiative frahe beginning of its tenure in 2004, and
that the Committee has confidence in the integritgurrent management. The Committee concluded dithbugh at times there were minor
administrative errors and delays in option grarasnf2004 through 2006 resulting in cumulative imenat adjustments of approximately
$50,000, there was no evidence that any membergrognt management had engaged in or benefited droninappropriate option granting
practices.

Conduct of the Compensation Committee

Since our IPO, the Compensation Committee has si@ukat various times of two or three non-emplapeenbers of the Board. The
members of the Compensation Committee with thaeipeetive periods of service were: Scott Andersamg(it 1999—February 2002); Scot
Jarvis (August 1999 to present); David Lee (Jur®l20 February 2002); Bandal Carano (August 199Rutee 2001,
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September 2001 to present); William Hoglund (Ma@2@ present). Messrs. Anderson, Jarvis, Caraddiamglund continue to serve on our
Board.

As described above, the Compensation Committeeoapgrstock option grants using two forms of auttagion. First, on occasion, the
Committee approved stock option grants at formah@ittee meetings which typically were held quayte8econd and more often, the
Compensation Committee members held informal d&ons with our then CEO—usually telephonically @ &mail—to determine whether
option grants should be approved. Approval was dmsued through the use of unanimous written coresetiin forms which were prepared
by management and transmitted to the Committee rasntvho signed them and returned them to then gesment. The unanimous written
consent actions granted the options “as of” the ts#¢ Committee members informally approved thatgravhich almost always was a date
earlier than the date on which the forms were gmegh and signed. Before November 2003, as denadedtby a comparison of the “as of
dates” on the unanimous written consent action oamd the fax header lines reflecting the datesttuoh the signed forms were returned:
(1) the consent forms generally were sent to the@msation Committee members for signature withiysdr, in some cases, weeks or
months after the option grant date recorded inbmaks; (2) the consent forms occasionally were seand returned by the Committee
members out of sequence; and (3) in 2001, grafiestiag an “as of” date that resulted in optionaaws priced at the lowest price in our
history up to that point were approved in threeasaf® unanimous written consent actions awardiagtgrto different individuals that
followed the “as of” date of the grant by two weéighree months. On one occasion this includegnaent action form signed by an
individual who was not a Compensation Committee fremon the “as of” date of the grant. From Noven@#3 through 2006, the
Compensation Committee continued to approve ogffants informally and, later, document that appkava unanimous written consent
action, but the time lag between the date of thF@ml—the “as of date’—and the execution of thanimous written consent actions was
reduced to days rather than weeks or months. Aftesidering all of the information presented to $pecial Committee, the Committee
concluded that the members of the Compensation Geemwvere entitled to rely upon our option gragtprocesses and that the Committee
has confidence in their ability to continue to geon our Board and any committees thereof.

Conclusion

With the completion of the review by the Committe, are evaluating our available remedies arisiognfthe inappropriate granting
practices, but we have not yet made any decisiotisait regard.

Restatement of Our Consolidated Financial Statemest

As a result of the findings of Equity Award Reviesyr consolidated financial statements for the yemded December 31, 2004 and
2005 have been restated. The restated consolifiatettial statements include unaudited financifdimation for interim periods of 2005
consistent with Article 10-01 of Regulation S-X. \Mlso recorded additional stock-based compensatipanse and associated tax
adjustments affecting our previously-reported ficiahstatements for 1998 through 2003, the effettghich are summarized in cumulative
adjustments to our additional pdidecapital, deferred compensation and accumulagdidilaccounts as of December 31, 2003, in thelarts
of $56.1 million, $6.6 million and $62.9 millionespectively, all of which are recorded in the Cdidsted Statements of Shareholders’
Equity, included in Part IV, Item 15 of this Report
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The following table summarizes the additional defdrcompensation recorded on an annual basisestitt of the equity award review,
categorized by each of the three reasons thabldtetdetermination that particular option graaitefl to meet the measurement date criteria
of APB 25, together with the other adjustments nthdéwere not related to changes in measuremées.da

Cumulative Cumulative
Amount Years ended Amount
Years Ended December 31 December 31 December 31 December 31
1998 1999 2000 2001 2002 2003 2003 2004 2005 2005
(in millions)

Deferred Compensation

Adjustments:
No contemporaneous

documentation $3.2 $46 $174 $0C $— $0.7 $25.¢€ $0.0 $0.0 $25.¢
Date selection/Indication of other

date — — 5.2 4.3 3.1 1.0 13.6 0.2) (0.3) 13.1
Subsequent allocation — 1.2 16.8 — — 5.8 23.8 — — 23.8
Start date issues 0.2 4.3 2.2 0.1 0.3 0.4 7.5 0.1 0.4 8.0
Other adjustments(a) _01 2.8 17 (13 _01 0.3 3.7 0.5 0.0 4.2

Subtotal $35 $12¢ $43: $31 $35 $8.2 $74.5 $04 $0.1 $75.C
Unauthorized issuance of stock by

administrator $— _$— _$— $— $06 _$57 $6.3 $— $— $6.3

Total $35 $12¢ $43.c $31 $41 $13¢ $80.€ $04 $0.1 $81.c

(@) Represents adjustments related to modificationtsithee made to employee stock options which indutthe extension of the post-service exercise pddodested stock
options of terminated employees and the accelerafizesting.

The following table summarizes the activity in adtdial deferred compensation as well as additist@dk-based compensation expense
and related tax adjustments on an annual basis.tdblie does not include previously-recorded agtini deferred compensation or stock-
based compensation expense:

Cumulative Cumulative
Amount Years Ended Amount
Years Ended December 31 December 31 December 31 December 31
1998 1999 2000 2001 2002 2003 2003 2004 2005 2005
(in millions)

Activity in Deferred Compensation
Deferred compensation

adjustmer—beginning balanc $— $22 $10z $38: $70 $2¢ $ — $6.6 $3.2 $ —
Additional deferred compensation

recordec 35 129 43.3 3.1 g5 8.2 74.5 0.4 0.1 75.0
Additional stock-based

compensation expense amortization

(a) 1.3) (4.4) (11.3) (26.6) (6.1) (3.7 (53.4) (2.2) (2.6) (58.2)
Elimination due to employee

terminations — (05 (B9 (7.8 (15) (0.8 (14.5) (1.6) (0.7) (16.8)
Additional deferred

compensatic—ending balanc $22 $102 $38: $7.C $29 $6.€ $6.6 $3.2 $(0.0 $(0.0
Additional Stock-Based

Compensation Expense and

Related Tax Adjustments
Additional stock-based

compensation expen $13 $44 $11.: $26€ $6.1 $3.7 $53.4 $22 $26 58.2
Other tax adjustments(b) — 1.0 10.3 1.6 0.9 (0.4 13.4 (12.2) (0.6) 0.6
Additional operating expenses 1.3 5.4 21.6 28.2 7.0 3.3 66.8 (10.00 2.0 58.8
Income tax expense (benefit) (05) (16) (35 (7.3) 42 (15 (10.2) — — (10.2)
Net adjustmen $08 $38 $181 $20C $112 $1.8 $56.€ $(10.00 $20 $48.€

(@) The increase in stock-based compensation exper&¥ihprimarily reflects the cancellations from &iock Option Cancel/Regrant Program in March 208ich
resulted in the remaining unamortized deferred camption being expensed upon cancellation. In iaddithe remaining amount of deferred compensattaling $0.1
million at December 31, 2005 was

61




eliminated in accordance with the provisions of SHX0. 123 (revised 20043hare-Based Paymemt, SFAS 123R, which we adopted effective JanuaB006.

(b) Reflects the accrual of payroll related #aljustments in 1999 through 2002, and a reductiguch accruals due to the expiration of statuteguirements in 2003 through
2005.

The following table summarizes the impact of thdinal stock-based compensation expense resttimg the review of our equity
award practices on our previously-reported stockedacompensation expense on an annual basis, exgling impact of an additional $0.6
million and $5.7 million in 2002 and 2003, respeely, related to the theft of shares by the Com{mformer stock administrator:

Stock-Based Compensation Expens
As Reported Adjustments As Restated

(in millions)
Year ended December 31, 2C $0.1 $2.6 $2.7
Year ended December 31, 2C 0.2 2.2 2.4
Year ended December 31, 2C 6.3 3.7 10.0
Year ended December 31, 2C — 6.1 6.1
Year ended December 31, 2C — 26.6 26.6
Year ended December 31, 2C — 11.3 11.3
Year ended December 31, 1€ — 4.4 4.4
Year ended December 31, 1998 - 1.3 1.3
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The following table presents the impact of the &ddal stock-based compensation expemated adjustments and the discontinuan
our international businesses on our consolidatéahba sheet as of December 31, 2002:

RECONCILIATION OF CONSOLIDATED BALANCE SHEET FOR 20 02
(in millions)

Adjustment for

International As Restated for  Adjustment for
Discontinued Discontinued Stock Basec
As Reported Operations Operations Expenses As Restated
Assets
Current assets:
Cash and cash equivalents $ 981 $(1.1) $ 97.0 $ — $ 97.0
Accounts receivable, net 50.9 4.7) 46.2 — 46.2
Accounts receivable—related party 0.4 (0.4) 0.0 — —
Prepaid expenses 1.6 (0.2) 15 — 1.5
Employee loans and advances 0.2 (0.2) 0.1 — 0.1
Other current assets 2.1 (0.8) 1.3 — 1.3
Current assets of discontinued operatic 18.7 _ 82 26.9 — 26.9
Total current assets 172.C 1.0 173.0 — 173.0
Property and equipment, net 11.7 (1.2) 10.6 — 10.6
Goodwill 25.5 — 25.5 — 25.5
Deferred tax assets, net 5.4 — 5.4 — 5.4
Investments in unconsolidated affiliates 4.1 — 4.1 — 4.1
Other assets 0.3 — 0.3 — 0.3
Other assets of discontinued operations 1.3 11 2.4 — 2.4
Total assets $ 220.2 $10 $ 221.2 $ — $ 221.2
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 99 $(1.3) $ 86 $ — $ 86
Accrued expenses 15.0 (2.6) 12.4 13.7 26.1
Billings in excess of costs on
completed contracts 6.2 (0.2 6.0 — 6.0
Tax contingencies 2.0 — 2.0 — 2.0
Accrual for unused office space 1.3 — 1.3 — 1.3
Income taxes payable — 1.0 1.0 — 1.0
Capital lease obligations 2.3 (0.1) 2.2 — 2.2
Current liabilities of discontinued
operations 20.2 4.2 24.4 24.4
Total current liabilities 56.9 10 57.9 13.7 716
Capital lease obligations, net of current
portion 0.6 — 0.6 — 0.6
Accrual for unused office space, net
of current portion 7.6 — 7.6 — 7.6
Other liabilities 1.5 = 1.5 — 1.5
Total liabilities 66.6 1.0 67.6 13.7 81.3
Stockholders’ equity:
Preferred stock — — — — —
Common stock — — — —
Additional paid-in capital 266.€ — 266.6 445 311.1
Deferred compensation — (2.9) (2.9)
Accumulated deficit (109.9) — (109.9) (55.3) (165.2)
Accumulated other comprehensive
loss (3.0) = (3.0) — (3.0)
Total stockholders’ equity 153.7 — 153.7 (13.7) 140.0
Total liabilities and -
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The following table presents the impact of the &ddal stock-based compensation expense-relatedtadgnts as well as the
discontinuance of our international businessesusrpeeviously-reported consolidated statement efrations for the years ended December
31, 2002:

RECONCILIATION OF CONSOLIDATED STATEMENT OF OPERATI ONS FOR 2002
(in millions, except per share data)

Adjustment for
As Restated for  Adjustment for
International
Discontinued Discontinued Stock Based
As Reported Operations Operations Expenses As Restated

REVEILE $170.4 $(14.7) $155.7 $ — $155.7
Cost of revenue 115.7 (10.9) 104.8 34 108.2
Gross profit 54.7 (3.8) 50.9 (3.4) 475
Selling, general and administrative exper 47.6 (7.5) 40.1 3.0 43.1
Unauthorized issuance of stock option expe _ _ _ 0.6 0.6
Impairment of goodwil 14.6 (14.6) _ _ _
Other asset impairment and other charges 20.4 (5.3) 15.1 _ 15.1
Operating income (los! (27.9) 23.6 (4.3) (7.0) (11.3)
Interest income (expense), 1 (0.9) 0.1 (0.8) _ (0.8)
Foreign currency gain (los (0.5) 05 _ _ _
Impairment of investment in unconsolidated afféiand

other income (expenses), 1 0.1 0.1 0.2 — 0.2
Total other income (expens (1.3) 0.7 (0.6) _ (0.6)
Income (loss) from continuing operations before olative anc

cumulative effect of change in accounting princ (29.2) 24.3 (4.9) (7.0) (11.9)
Provision (benefit) for income tax: 11.1 0.1 11.2 4.2 15.4
Income (loss) from continuing operations before olative effect

of change in accounting princig (40.3) 24.2 (16.1) (11.2) (27.3)
Loss from discontinued operatio (17.4) (24.2) (41.6) (0.6) (42.2)
Cumulative effect of change in accounting princ (16.1) _ (16.1) _ (16.1)
Net income (loss $ (73.9) $ — $ (73.9 $(11.8 $ (85.6)
Net income (loss) from continuing operations perstbefore

cumulative effect of change in accounting princ

Basic $ (0.84) $ (0.34) $ (0.57)

Diluted $ (0.84) $ (0.34) $ (0.57)
Loss from discontinued operatio

BasIC $ (0.36) $ (0.86) $ (0.88)

Diluted $ (0.36) $ (0.86) $ (0.89)
Cumulative effect of change in accounting princjler shart

Basic $ (0.33) $ (0.33) $ (0.34)

Diluted $ (0.33) $ (0.33) $ (0.34)
Net income (loss), per she

B $ (1.53) $ (1.53) $ (1.78)

Diluted $ (1.53) $ (1.53) $ (1.78)
Weighted average common shares outstani

Basic 48.1 48.1 48.1

Diluted 481 481

48.1
The following table presents details of the totatk-based compenstion expense and unauthorizeahiss of stock (excluding the

impact of other tax and income tax adjustments)ithacludedin each functional line item in the consolidateatatent of operations.
Supplemental Data on Stoc-Based Compensation Expens
Cost of revenu $

— $ — $ — $ 2.9 $ 29
Selling, general and administrati — 2.6 2.6
Unauthorized issuance of stock option expe _ — — 0.6 0.6
— — — 6.1 6.1
Discontinued operatior — — — 0.6 0.6
Total $ — $ — s $§ 67 $ 6.7

The following table presents details of the nomime tax payroll related expense (credit) thatddiided in each functional line item in

the consolidated statement of operations:
Supplemental Data on No-Income Tax Payroll Expense

Cost of revenu [ — $ — [ — $ 05 $ 05
Selling, general and administrati — — — 0.4 0.4

— — — 0.9 0.9
Discontinued operatior — — — — —
Total I $  — $  — $ 0.9 $ 09
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The following table presents the impact of the &ddal stock-based compensation expemated adjustments and the discontinuan
our international businesses on our consolidatéahba sheet as of December 31, 2003:

RECONCILIATION OF CONSOLIDATED BALANCE SHEET FOR 20 03

(in millions)
Adjustment for
International As Restated for  Adjustment for
Discontinued Discontinued Stock Basec
As Reported Operations Operations Expenses As Restated
Assets
Current asset:
Cash and cash equivalel $ 76.8 $ (1.0 $ 75.8 $ — $ 758
Shor-term investment 35.1 35.1 — 35.1
Accounts receivable, n 69.0 (10.6) 58.4 — 58.4
Accounts receivab—related party 0.2 0.2 — 0.2
Prepaid expense 1.9 (0.2) 1.7 — 1.7
Employee loans and advanc 0.1 (0.2) 0.0 — —
Other current asse 2.0 (0.5) 15 — 15
Current assets of discontinued
operations 31.0 12.4 43.4 — 43.4
Total current assets 216.1 — 216.1 — 216.1
Property and equipment, net 10.1 (0.8) 9.3 — 9.3
Goodwill 31.0 — 31.0 — 31.0
Other intangibles, net 1.9 — 1.9 — 1.9
Deferred tax assets 14.6 — 14.6 — 14.6
Investments in unconsolidated affiliates 4.0 — 4.0 — 4.0
Other assets 0.3 (0.2) 0.2 — 0.2
Non current assets of discontint
operations 1.3 0.9 2.2 — 2.2
Total assets $ 279.2 $ — $ 279.2 $ — $ 279.2
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 115 $ (1.5 $ 10.0 $ — $ 10.
Accrued expenses 21.0 (4.9) 16.1 13.4 29.5
Billings in excess of costs on completed
contracts 6.8 (0.3) 6.5 — 6.5
Tax contingencies 25 — 25 — 25
Accrual for contingent acquisition
consideration 3.8 — 3.8 — 3.8
Accrual for unused office space 15 — 15 — 15
Income taxes payable 1.1 (1.2) 0.0 — —
Capital lease obligations 0.5 — 0.5 — 0.5
Current liabilities of discontinued operations 21.5 7.8 29.3 — 29.3
Total current liabilities 70.2 — 70.2 13.4 83.6
Capital lease obligations, net of current port 0.2 — 0.2 — 0.2
Accrual for unused office space, net of
current portior 2.0 — 2.0 — 2.0
Other liabilities 1.3 — 1.3 — 1.3
Other long-term liabilities of discontinued
operations 0.3 — 0.3 — 0.3
Total liabilities 74.0 74.0 13.4 87.4
Stockholder’ equity:
Preferred stoc — — — — —
Common stocl 0.1 — 0.1 — 0.1
Additional paic-in capital 309.6 — 309.6 56.1 365.7
Deferred compensatic 0.0 — — (6.6) (6.6)
Accumulated defici (100.4) — (100.4) (62.9) (163.3)
Accumulated other comprehensive loss (4.0) — (4.0) — (4.0
Total stockholders’ equity 205.3 — 205.3 (13.4) 191.S
Total liabilities and stockholders’ equity $ 279.2 $ — $ 279.2 $ (0.0 $ 279.2
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The following table presents the impact of the &ddal stock-based compensation expense-relatedtadgnts as well as the
discontinuance of our international businessesusrpeeviously-reported consolidated statement efrations for the years ended December
31, 2003:

RECONCILIATION OF CONSOLIDATED STATEMENT OF OPERATI ONS FOR 2003

(in millions, except per share data)

Adjustment for

International As Restated for  Adjustment for
Discontinued Discontinued Stock Basec
As Reported Operations Operations Expenses As Restated

Revenues $228.t $ (23.9) $205.1 $ — $205.1
Cost of revenues 161.9 (19.5) 142.4 _ 186 144.0
Gross profit 66.6 (3.9) 62.7 (1.6) 61.1
Selling, general and administrative expenses 52.8 (6.5) 46.3 12 47.5
Unauthorized issuance of stock option expense — — — 5.7 5.7
Other asset impairment and other charges, net 0.1 0.1 — 0.1
Operating income (loss) 13.7 2.6 16.3 (8.5) 7.8
Other income (expense):
Interest income (expense), net 0.8 0.1 0.9 — 0.9
Foreign currency gain (loss) (0.3) 0.3 — — —
Impairment of investment in unconsolidated afféiaind other income¢

(expenses), net (0.3) 0.2 (0.1) = (0.1)
Total other income (expense) 0.2 0.6 0.8 — 0.8
Income (loss) from continuing operations beforeome taxes 13.9 3.2 17.1 (8.5) 8.6
Provision (benefit) for income taxes (0.4) 0.3 0.1) (1.5) (1.6)
Income (loss) from continuing operations 14.3 2.9 17.2 W) 0.2
Loss from discontinued operations (4.8) (2.9) (7.7) (0.6) (8.3)
Net income (loss $ 95 $ 00 $ 95 $(7.6) $ 19
Net income (loss) from continuing operations perstbefore

cumulative effect of change in accounting princ

Basic $ 0.21 $ 0.25 $ 0.15

Diluted $ 0.19 $ 0.23 $ 0.14
Loss from discontinued operations

Basic $ (0.07) $ (0.11) $ (0.12)

Diluted $ (0.07) $ (0.12) $ (0.12)
Net income (loss), per she

Basic $ 0.14 $ 0.14 $ 0.03

Diluted $ 0.13 $ 0.13 $ 0.03
Weighted average common shares outstanding:

Basic 68.4 68.4 68.4

Diluted 735 735 735

The following table presents details of the totatk-based compenstion expense and unauthorizeahiss of stock (excluding the

impact of other tax and income tax adjustments)ithacludedin each functional line item in the consolidateatatent of operations.
Supplemental Data on Stock-Based Compensation Expsa

Cost of revenue $ — $ — $ — $ 18 $ 18
Selling, general and administrative 6.3 6.3 1.4 7.7
Unauthorized issuance of stock option expense — — — 5.7 5.7

6.3 = 6.3 ~ 89 15.2
Discontinued operations — — — " 06 0.6
Total $ 63 $§ — $ — $ 95 § 158

The following table presents details of the norsime tax payroll related ex thatgduided in each functional line item in

the consolidated statement of operations:
Supplemental Data on Non-Income Tax Payroll Expense

ense (credit

©
=

Cost of revenue $ — $ — $ — $(0.2) $ (0.2
Selling, general and administrative — — — (0.2) (0.2

_ _ — (0.9) (0.4
Discontinued operations _ — — — —
Total $ — $ — $ — $(0.4) $ (0.4
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The following table presents the impact of the &ddal stock-based compensation expemated adjustments and the discontinuan
our international businesses on our consolidatéahba sheet as of December 31, 2004:

RECONCILIATION OF CONSOLIDATED BALANCE SHEET FOR 20 04
(in millions)

Adjustment for

International As Restated for  Adjustment for
Discontinued Discontinued Stock Basec
As Reported Operations Operations Expenses As Restated
Assets
Current asset
Cash and cash equivalel $ 52.0 $ (1.6) $ 504 $ — $ 504
Short term investmen 7.6 — 7.6 — 7.6
Accounts receivable, n 99.4 (16.2) 83.3 — 83.3
Deferred tax asse 1.0 — 1.0 — 1.0
Prepaid expenst 29 (0.1) 2.8 — 2.8
Employee loans and advanc 0.6 (0.1) 0.5 — 0.5
Other current asse 2.2 (1.4) 0.8 — 0.8
Current assets of discontinued operations 40.7 19.3 60.0 — 60.0
Total current assets 206.4 — 206.4 — 206.4
Property and equipment, net 12.5 (2.6) 9.9 — 9.9
Goodwill 82.6 — 82.6 — 82.6
Other intangibles, net 6.4 — 6.4 — 6.4
Deferred tax assets 16.4 0.1 16.5 — 16.5
Investments in unconsolidated affiliates 21 — 21 — 21
Other assets 0.6 — 0.6 — 0.6
Non current assets of discontint
operations 3.7 2.5 6.2 — 6.2
Total assets $330.7 $ — $330.7 $ — $ 330.7
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 26.9 $ (2.5 $ 244 $ — $ 244
Accrued expenses 5.9 (5.0) 0.9 11 2.0
Accrued compensation 13.2 — 13.2 — 13.2
Accounts payable—related party 1.0 — 1.0 — 1.0
Billings in excess of costs on completed
contracts 7.6 — 7.6 — 7.6
Tax contingencies 1.7 — 1.7 — 1.7
Accrual for contingent acquisition consideration 14.5 — 14.5 — 14.5
Accrual for unused office space 0.9 — 0.9 — 0.9
Income taxes payable 35 (2.4) 11 — 11
Capital lease obligations 0.2 — 0.2 — 0.2
Current liabilities of discontinued
operations 31.3 9.9 41.2 — 41.2
Total current liabilities 106.7 — 106.7 11 107.8
Capital lease obligations, net of current
portion 1.7 — 1.7 — 1.7
Other liabilities 1.3 — 1.3 — 1.3
Other long-term liabilities of discontnued
operations 0.3 — 0.3 — 0.3
Total liabilities 110.C — 110.C 11 1111
Stockholder’ equity:
Preferred stoc — — — — —
Common stock, $.001 par val 0.1 — 0.1 — 0.1
Additional paic-in capital 319.8 — 319.8 55.0 374.8
Deferred compensatic — — — 3.2 3.2)
Accumulated defici (95.4) — (95.4) (52.9) (148.3)
Accumulated other comprehensive loss (3.8) — (3.8) — (3.8)
Total stockholders’ equity 220.7 — 220.7 (1.1) 219.6
Total liabilities and stockholders’ equity $330.7 $ — $330.7 $ (0.0 $ 330.7
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Overview

Historically, the majority of our business was cenicated in the area of wireless network serviaed,our business operated in three
reportable segments: wireless network servicessmorent network services, and enterprise netwarkcss. | n 2006, we were an
independent provider of outsourced engineeringreatdork deployment services, security systems emging and integration services and
other technical services for the wireless commuitna industry, the U.S. government, and enterpistomers.

In 2006 and 2007, we undertook a transformaticatesgry whereby we divested our wireless-relatednagsies and chose to aggressively
pursue business with the federal government, pifyndwe U.S. Department of Defense, through striategquisitions and organic growth.
These divestitures and acquisitions are descritbatbire detail below.

In December 2005, our Board made the decisionitaex Mexican operations and certain of our ottheployment businesses in South
America. Prior to this decision, these operatioad been reported in our Wireless Network Serviegenent. We determined that these
operations met the criteria to be classified ad Fal sale. Accordingly, we reflected these operatias discontinued in accordance with S
No. 144,“Accounting for the Impairment or Disposal of Lohgred Assets.” Our South American deployment operet were substantially
shut down as of the end of 2005. Accordingly, @dluits for these operations for all periods preskhtve been reflected as discontinued.

On February 17, 2006, we entered into a definiigeeement to divest all of our operations in Mexmuototal approximate cash
consideration of $18.0 million, which approximatbe net book value of the operations, including.$18illion of liabilities associated with
loss contingency. The transaction closed on Maf;t2006. The transaction was structured as a $alersubsidiaries in Mexico, and the
purchase price consisted of $1.5 million in cash pa February 17, 2006, plus a secured promissoty payable in installments through
December 31, 2006. The note was secured by pledgssets and a personal guaranty.

The final closing balance sheet as of Februan20@6 resulted in net asset adjustments aggregatiagotal approximate $18.9 million
consideration, $1.5 million which was paid on Feloyul7, 2006, with the remaining $17.4 million pbalgaby means of the promissory not
installments through December 31, 2006 with arrésterate of 7.5% per annum. On June 26, 2006Ctmpany entered into an Addendum
with the buyer to finalize the closing net assétuations, pursuant to which the parties agreed the resulting total purchase price was
$18.9 million. The Addendum provided for a conditwaiver that permitted the purchaser to makepthenent due on August 17, 2006 by
September 30, 2006, and for the installments dudarember 17, 2006 and December 31, 2006 to be wade before December 29, 2006.
Failure to make the payments on such later datesdvWtave resulted in a restoration of the origbeains of the note. The first scheduled note
payment of $3.3 million was received from the buyerMay 19, 2006, and the second scheduled notagmtyof $5.5 million was received
installments of $5.2 million on September 29, 26686 $0.3 million on October 10, 2006. The remaiminte receivable balance of $9.5
million was paid in December 2006. No amounts renoaitstanding on the note receivable.

The purchaser, Sakoki LLC, was a newly-formed gmtiintrolled by Massih Tayebi. Although Massih Thiyleas no current role with
us, he was one of our co-founders and served aSluaf Executive Officer from inception in 1994 dlugh September 2000, and as a director
from inception through April 2002. In addition, a&sJuly 31, 2007, Massih Tayebi owns or controlgragimately 8.2% of the total voting
power of our capital stock. He is also the brothfe¥lasood Tayebi, who was the Chairman of our Beaarithe time of this transaction.
Masood Tayebi is no longer on our Board and hagareonal financial interest in the transaction aadole with the entity that purchased
Mexico operations.
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On October 2, 2006, pursuant to a merger agreemategl as of August 8, 2006, we consummated the&isttgn of MRC for $69.0
million in cash, subject to an adjustment paid priA2007 based on the closing final net assetevathich was approximately $4.6 million
resulting in a total purchase price of approxima$3.8 million which includes transaction costs$6f2 million. Ten percent of the purchase
price before adjustment, or $6.9 million, was beiithheld as security for satisfaction of certaidémnification obligations and payable over
eighteen months following the closing date of trerger pursuant to the terms of the merger agreermeApril 2007, $4.6 million of
working capital adjustments and approximately $fifion of the holdback was released and paid &ftiimer shareholders of MRC. The
acquisition was funded by cash on hand and cash éwr $85 million Credit Facility with Key Bank Nahal Association.

The MRC acquisition is being accounted for usirgghrchase method of accounting in accordanceStdtement of Financial
Accounting Standards No. 141, “Business Combinati¢gtSFAS 141"), whereby the total cost of the aisifion has been allocated to
tangible and intangible assets acquired and lts@slassumed based upon a determination of faiegadt the effective date of the acquisition.
A valuation was performed by an independent apgradsfinalize the purchase price allocation bagaoh the fair value of the assets and
liabilities acquired and the details of this valaatare included in Note 6 of our Consolidated Ruial Statements.

On December 28, 2006, our Board approved a plaivast portions of our business where critical mass not been achieved. This plan
involves the divestiture of the our EMEA operati@msl our remaining South American operations. THEE operations were sold to LCC
on March 9, 2007 for $4.0 million in cash, $3.3lmil of which was received on that date. We hage atceived approximately $1.8 million
from our EMEA operations, prior and subsequenh&dosing date as payment on outstanding intereasngebt. The balance of the $0.7
million sales price is being withheld as securdy the satisfaction of certain indemnification ghliions and is payable on a date that is the
earlier of March 31, 2008 or the date that the béiyes its 10-K for the fiscal year ended Decem®g&y 2007. All operating results discussed
in results of operations relate to our continuipgmtions as they existed on December 31, 2006.

We recorded an impairment charge of $5.2 milliothie fourth quarter of 2006 to reduce the currantying value of the
South American operations to their estimated falug based upon current indications of interestA@ril 20, 2007, we entered into an Eqt
Purchase Agreement to sell all of the issued atstamding equity of its interests of our wholly-aeehsubsidiary WFI de Brazil Techlogia en
Telecomunicaciones LTDA, to Strategic Project Sasj LLC (SPS). The consideration included therapsion of substantially all
outstanding liabilities of WFI Brazil, nominal casbnsideration, and additional earn-out considendbased on 25 percent of net receivables
collected subsequent to the closing date. We daumoéntly anticipate that the impairment chargeorded in the fourth quarter of 2006 will
result in any material net future cash expenditures

On April 20, 2007, we entered into an Equity PusghAgreement (the “Purchase Agreement”) to sebifathe issued and outstanding
equity interests of our wholly-owned subsidiary Wiel Brasil Techologia em Telecomunicaciones LTDApmpany limited by shares
formed under the laws of the Brazil\WFI Brazil "), to Strategic Project Services, LLC, a Louisidingited liability company (“SPS").
Pursuant to the Purchase Agreement, we receivefdltbeing consideration:

* SPS assumed substantially all outstanding ligdsliof WFI Brazil;
* Nominal cash consideration on signing of the Rase Agreement;

* Following the sale of WFI Brazil to SPS, we antitted to receive 25% of the Net Receivables ofl\BFazil until such time as the
gross account receivables set forth in the finde@BWFI Brazil at Closing are fully paid (theEarn Out”). SPS shall pay the Earn Out
portion of the Net Receivables to us within 15 dafySPS’ collection of such amount; and
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 If the Working Capital left in WFI Brazil at Clog is less than $1.2 million; then SPS shall biitled to apply such payments due us
pursuant to the Earn Out to the Working Capitabact, until it equals $1.2 million. Thereafter, Bugarn Out amounts shall be paid to us
such accounts or to such entities as directed itngby WFI.

On May 29, 2007, we entered into an Asset PurcAgseement (the Engineering Divestiture Agreemeéitwith LCC pursuant to
which we agreed to sell to LCC all of the asseeziun the conduct of the operation of our Enginegeservices business of our wireless
network services segment that provides enginesemngces to the non-government wireless commuiicatindustry in the United States on
the terms set forth in the Engineering Divestitiggeement. The aggregate consideration in conneetith the Engineering Divestiture
Agreement was $46 million, subject to certain aiuesnts. Pursuant to the terms of the Acquisitiome&gent, LCC delivered a subordinated
promissory note for the principal amount of $21i8iom (the “ Subordinated Promissory Notg subject to working capital adjustments, and
paid $17 million in cash and at the closing, andharee retained an estimated $7 million in net ant®teceivable of the divested business,
subject to working capital adjustments. The tratisaavas completed on June 4, 2007.

On July 5, 2007, we announced that we sold the6®2dllion Subordinated Promissory Note in a tratisacarranged by KeyBanc
Capital Markets (“KeyBanc”). We received approxigigt$19.6 million in net cash proceeds, reflecéndiscount from par value of less than
five percent and aggregate transaction fees ofoappately $1 million, which includes a $0.75 milidee to KeyBanc, an affiliate of our
lender. The note was acquired by a fund affiliatétth Silver Point Capital, L.P. (“Silver Point”). ®/did not provide any guaranty for LCC’s
payment obligations. Certain post closing adjustsémat, under the terms of the Engineering DivesAgreement were expected to be made
to the principal amount of the Subordinated Proamg®lote, may instead be made by payments betweand LCC, or between Silver Point
and us, as applicable.

On August 10, 2007, in accordance with the ternth®fEngineering Divestiture Agreement, we provittesclosing balance sheet
working capital calculation, which indicated a $gnflion working capital adjustment was due to 8saa increase to the balance of the
Subordinated Promissory Note. LCC has until Sepearb, 2007 to review the calculation and notifyoliany dispute.

As a result of the divestitures of the U.S. Wirsl&sgineering and U.S. Wireless Deployment busesgegshe Company expects to record
a loss of approximately $8 to $10 million in themed and third quarters of 2007.

On July 9, 2007, we entered into a definitive agrest with an affiliate of Platinum Equity to selimDeployment services business of
our wireless network services segment (fbeployment Divestiture Agreemen}’ Platinum is a Los Angeldsased private equity firm who
portfolio includes service and distribution bussesin a number of market sectors.

The total consideration payable to us under thdd@epent Divestiture Agreement is $24 million inclad $18 million in cash at closin
subject to typical post closing working capitalutments, and an aggregate $6 million in a threg-garneut arrangement through 2010.
deal includes a Transition Services AgreementHerttansition of certain services for a periodinfrsonths. The assets sold to Platinum
Equity include all of our Wireless Deployment biesin, and the Wireless Facilities name. The traimsaciosed on July 24, 2007.

As of December 31, 2006, prior to the divestiturewr historical businesses, we considered thevotg factors to be important in
understanding its financial statements.
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Our WNS contracts are primarily fixed-price contsawhereby revenue is recognized using the pergerd&completion method of
accounting under the provisions of Statement oftieogSOP) 81-1, “Accounting for Performance ofr@Gtruction Type and Certain
Production Type Contracts.” For contracts offerachdime and material basis, we recognize reveasiegrvices are performed. We typically
charge a fixed monthly fee for ongoing radio fremgieoptimization and network operations and maiatee services. With respect to these
services, we recognize revenue as services arerpexi. Our Government Network Services busineds thié U.S. government and prime
contractors is generally performed under cost rensdible, fixed-price or time and materials conga€bst reimbursable contracts for the
government provide for reimbursement of costs fespayment of a fee. Some cost reimbursable adstinaclude incentive fees that are
awarded based on performance on the contract. Uixeéerprice contracts, we agree to perform certain worlaffixed price. Under time ai
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 administatipenses.

Cost of revenues includes direct compensatiomdiviravel and benefit expenses for project-relgerdonnel, payments to third-party
sub-contractors, project-related incentive compiémsdased upon the successful achievement oficgntaject performance goals, allocation
of corporate overhead costs of expendable compufeware and equipment, and other direct projdeted 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.

Selling, general and administrative expenses irchampensation and benefits for corporate servigg@ees 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 irftasure 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.

We consider the following factors when determiniingpllection of a receivable is reasonably assucednprehensive collection history;
results of our communications with customers; thweent financial position of the customer; and thlevant economic conditions in the
customer’s country. If we have had no prior experéewith the customer, we review reports from uasioredit organizations to ensure that
the customer has a history of paying its creditos reliable and effective manner. If the finahciandition of our customers were to
deteriorate, and adversely affect their financhalitg to make payments, additional allowances vddog required. Additionally, on certain
contracts whereby we perform services for a prigreégal contractor, a specified percentage of thei¢ed trade accounts receivable may be
retained by the customer until we complete thegmtojWe periodically review all retainages for eotibility and record allowances for
doubtful accounts when deemed appropriate, basedioassessment of the associated risks. Totahaggas included in accounts receivable
were approximately $1.2 million at December 31,600 addition, $0.2 million of retainages that expected to be paid after 2007 are
included in other assets (long term).

Management currently considers the following eveingsds and uncertainties to be important to ustdading its financial condition a
operating performance:

We believe that our Government Network Servicesrseg will build and expand our customer relatiopshwithin the U.S. Departmel
of Defense and Homeland Security by taking advantddhe significant opportunities for companiefivgubstantial expertise in wireless
network engineering and communications technoldgg .believe we will experience continued growthemenues and operating income fi
this operating segment. The acquisition of MRC atoBer 2, 2006 provides us with expanded presenktintsville Alabama which is a key
strategic military location for this segment. MRC
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offers a broad range of technical, engineeringldrgblutions, and has developed core competengiegapons system lifecycle support,
integrated logistics, test and evaluation, comnaéaff-the-shelf software and hardware selectiod mmplementation, software development
and systems lifecycle maintenance. The resultpefations of MRC have been included in our constdid results beginning from the
closing date of October 2, 2006.

Our restructuring assessments which occurred ifiotlmth quarter of 2006 included a critical reviewour ENS segment to take into
consideration the overall Enterprise related inguabd market opportunities as well as the manageara performance setbacks that
occurred in this segment during 2006. As a redtis analysis we have made the decision to changstrategy related to ENS, by focus
primarily on areas we have significant existing &xtigse, qualifications and relationships. For exianwe believe our expertise and overall
qualifications provide a clear competitive diffetiator on projects related to physical and othpetyof security system integrations at
Department of Defense Military Bases, productiariliizes, and other state, local and municipal goweent locations.

Our annual impairment test of goodwill resultecinon-cash impairment charge of $18.3 million fa write-down of goodwill related
to acquisitions previously made in our ENS busingkeg fair value of goodwill was estimated by ustngombination of a discounted cash
flow model and a market approach model which takisconsideration recent and expected future pedoce as well as comparable
businesses and market transactions.

As of December 31, 2006, our annual effective td® was a negative 45% for the year ending DeceB1he2006 which resulted in tax
expense of $14.5 million on a loss before incomesaf $32.2 million. The rate differs from the éedl and state statutory rates primarily
to a valuation allowance recorded as a result@biberating losses of $32.2 million recorded ferykar and the book impairment of good
which is not deductible for tax purposes.

Results of Operations
Comparison of Results for the Year Ended Decemberl3 2005 to the Year Ended December 31, 2006
Revenues. Revenues by operating segment for the years endedritber 31, 2005 and 2006 are as follows (in msljo

2005 2006 $ change % change

Wireless Network Services $185.4 $174.7 $(10.7) (5.8)%

Enterprise Network Service 67.3 55.6 (11.7) (17.4)%
Government Network Services 85.C 97.5 12.5 14.7%

Total revenues $337.7 $327.& $ (9.9 (2.9%

The $9.9 million reduction in revenues was a resuteduced revenues in the WNS segment of $10libmiwhich was primarily
attributable to the impact of the merger of Wesiafireless and Alltel, offset in part by increaseslanues from Sprint. Also contributing to
this decrease was reduced revenue in the ENS segir@hl.7 million which was negatively impacted dignificant employee turnover,
particularly management sales and business develappersonnel, that occurred in our Atlanta anddt#mu offices following the completion
of the three year acquisition earn-out perioddatteginning of 2006. These decreases were paniddiet by increased revenue in the
Government Network Services segment as a resthieadcquisition of MRC in the fourth quarter of 80@hich contributed $17.6 million in
revenues in 2006, offset partially by decreasestdypeogram delays and program reductions fromdfvour DOD Customers.

Cost of Revenues.Cost of revenues increased $12.9 million or 4.99f6261.4 million for the year ended December 8D52t0
$274.3 million for the year ended December 31, 200& increase was primarily attributable to cdseoenues of approximately $14.6
million related to the MRC acquisition.
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Gross margin during the year ended December 38 @D06.3% decreased from a 2005 gross margin @é%22The overall decrease in gross
margin percentage is primarily attributable to@cktbased compensation expense of $4.1 milliorOD62Zelated to the Company’s adoption
of SFAS No. 123(R) in January 2006, compared t8 $illion, net of payroll tax adjustments, in 20@5, well as due to pricing pressure
experienced in our legacy RF business in our WN®seln addition, gross margins have been nedstivgpacted by a large national
deployment program for which we are building vasi@ellular site networks in various regions thromgtthe United States for a wireless
carrier under which the customer is issuing puretasgers for each separate phase of the projélsgrrhan the entire project, resulting in our
recording zero profit margin or below the anticggaprojected margin at completion on the projaats.will not record the anticipated profit
margin on the project until we receive the reqaipitirchase orders from the customer. In additimmsggmargins were negatively impacted by
cost overruns in the ENS sector as a result of eyegl and management turnover that occurred foligwhe completion of the earn-out
periods in early 2006.

Selling, General and Administrative ExpenseSelling, general and administrative expenses ise@2.4% from $61.5 million to $63.0
million for the years ended December 31, 2005 d@@b2respectively. As a percentage of revenuelingefeneral and administrative
increased from 18.2% in 2005 to 19.2% in 2006. iNbeease of $1.5 million is primarily due to thestof stock-based compensation which
was $7.5 million in 2006 or 2.3% of revenues ve®8 million, net of related tax adjustments, @02 or 0.2% of revenues partially offset
by a reduction in consulting fees. Excluding thacktbased compensation expense, SG&A decreasedbBori million in 2005 to $55.5
million in 2006.

Contingent Acquisition Consideration and Restatarirees. In September 2004, we amended the purchase agreserakated to two «
the companies acquired in our ENS segment in 2003atre accurately reflect the intent of the tratisas, resulting in a rescission of the
continuous employment clauses from the earn-oahgaments, for which we recorded a $12.4 milliccraal at that time. In
September 2005, we reduced $2.5 million of ouriogeint acquisition earn-out accruals that was deterd to be excess based on the
projected performance of the division compared&riinimum performance targets as defined in the-eat arrangements. In
December 2005, we increased our contingent aciguisgarn-out accruals by $0.4 million, to refléwt financial performance of one of the
acquired entities that exceeded its previouslyquteid performance. We had $0.1 million in expesseaated with contingent acquisition
consideration based upon the final payments orethgeeements in 2006.

Impairment and Restructuring ChargesDuring 2006, the Company recorded $21.8 millioimipairment and restructuring charges .
result of a change in strategic focus of our EN@rsent and a consolidation of the Company’s headeugacilities, which included $18.3
million for goodwill impairment related to acquisits made in the ENS segment. This was due intpa&tianges in the industry and the
strategic focus of the Company, the impact of reead future expected operating performance, asasalperational challenges from
significant employee turnover that we encountefegt the completion of the earn-out periods in¥a006. The balance of the charge was
related to an asset impairment of approximatel$ $dillion, an unused facility charge of approximwpt®l.4 million related to facilities
consolidation and severance costs associated @sthucturing activities of approximately $0.3 nailii No impairment or restructuring
charges were incurred in 2005.

Other Income (Expense), NetFor the year ended December 31, 2005, net othemaavas $0.3 million compared to net other expense
of ($0.8) million for the year ended December 310& The increase in net other expense of $1.lomias primarily due to the interest that
was incurred on the Key Bank Credit facility asault of the MRC acquisition partially offset byetimterest income earned on the Note
Receivable for the sale of Mexico.

Provision (benefit) for Income TaxesOur effective income tax rate for the year endedddaber 31, 2005 represented a 28.7% income
tax provision compared to a negative 45% incomeptaxision for the

73




year ended December 31, 2006. The tax provisi&be million for the year ended December 31, 20@%uded a decrease to the valuai
allowance on deferred tax assets based upon th@&uors projections in 2005 of estimated taxable incoar006, including the reversal
temporary differences. The reduction in the vatragillowance was primarily a result of our projecterecasts of 2006 taxable income, the
estimated timing of reversal of temporary differenand the expected utilization of net operatirsg arryforwards. In 2006, the income tax
expense of $14.5 million is a result of an incraaseur valuation allowance for deferred tax assets

Income (Loss) from Discontinued Operation&.oss from discontinued operations increased frdoss of $9.7 million in 2005 to a loss
of $11.2 million during 2006. Included in the Idssm discontinued operations of $9.7 million foethear ended December 31, 2005 is an
approximate $5.0 million charge related to a weifieof unrecoverable contract costs incurred oessiwwe were building for our customers in
Mexico and South America which were cancelled piacthe completion of the sites. Although we wender contractual arrangement with
these customers to build these sites, these cesesamntractually unrecoverable from our custordessto the termination clauses in the
contracts, which did not provide for reimbursemientin process cancelled sites, unless agreed hpdhe customer. Also included in our
loss from discontinued operation in 2005 is an iimpant charge of $0.9 million related to accumulafi@reign currency translation losses as
well as a $4.4 million valuation allowance estaidid against the deferred tax assets of our disagedi operations. Included in the loss from
discontinued operations of $11.2 million for thewended December 31, 2006 is an impairment chdrgpproximately $5.2 million to
reduce the current carrying value of the South Acaeroperations to their estimated fair value bag®sh current indications of interest. Al
included in our loss from discontinued operatian2006 is an impairment charge of $1.7 million fetito accumulated foreign currency
translation losses. Revenues generated by ourrdisoed South American operations were $52.6 millio2005 and $10.0 million in 2006.
The reduction in revenues in 2006 from 2005 redi¢loe sale of our Latin American operations in Baby 2006. Revenues generated by our
discontinued EMEA operations were $27.1 millior2B05 and $17.0 million in 2006.

Comparison of Results for the Year Ended Decemberl3 2004 to the Year Ended December 31, 2005
Revenues. Revenues by operating segment for the years endedritber 31, 2004 and 2005 are as follows (in msljo

2004 2005 $change % change

Wireless Network Services $179.2 $1854 $ 6.1 3.4%
Enterprise Network Service 65.3 67.3 2.0 3.1%
Government Network Services 51.6 85.C 334 64.7%
Total revenues $296.2 $337.7 $41.5 14.0%

Revenues increased 14.0% from $296.2 million ferybar ended December 31, 2004 to $337.7 milliothi® year ended December 31,
2005. The $41.5 million increase was attributablternal growth across each of our operating segsnas well as due to our acquisition of
TLA in January 2005. The acquisition of TLA that wede in 2005 resulted in $28.6 million of increhsevenues in our Government
Network Services segmel

Cost of Revenues.Cost of revenues increased 15.3% from $226.8 mifiow the year ended December 31, 2004 to $261llibmfor
the year ended December 31, 2005 primarily dubdabrresponding increase in total revenues asduelto a reduction of previously
recorded payroll tax adjustments of $7.5 millior2D04 related to stock-based compensation experseded in years 2000 through 2003.
The increase in cost of revenues during the 20@6¢gattributable to acquisitions was approxima&®0.8 million. Gross margin during the
year ended December 31, 2005 of 22.6% of
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revenues decreased from 2004 gross margin of 28f48étal revenues. Excluding the impact of the $7ibion of the reduction of the
previously recorded tax adjustments in 2004, gnoaggin increased from 20.9% in 2004 to 22.6% ins2dhe change between in gross
margin from 2004 excluding the tax related reduct®primarily attributable to a gross margin retitut of $9.8 million in 2004 resulting
from increases in estimated costs for contractsesign 2003.

Selling, General and Administrative ExpenseSelling, general and administrative expenses ise@23.2% from $49.9 million to
$61.5 million for the years ended December 31, 20842005, respectively. As a percentage of reversatling, general and administrative
expenses increased from 16.8% of revenues in 2004.8.2% of revenues in 2005. The increase in S@&pgenses from 2004 to 2005 wa
part related to the SG&A from the TLA acquisitiond005 as well as due to a reduction of previotstprded payroll tax adjustments of $
million in 2004 related to stock-based compensagipense recorded in years 2000 through 2003.ditiad, the Company experienced
increased accounting and contract administratigtsda 2005 primarily incurred due to changes weetraade related to compliance with the
Sarbanes Oxley Act and increased infrastructuresaeessary to support the revenue growth.

Contingent Acquisition Consideration and Restatarrees. In September 2004, we amended the purchase agresmakated to two «
the companies acquired in our ENS segment in 20030re accurately reflect the intent of the tratieas, resulting in a rescission of the
continuous employment clauses from the earn-oahgaments. These amendments constituted a triggevant which resulted in a otiese
charge of $12.4 million in the third quarter of 200 addition, the Company incurred approximatly5 million of costs related to the
restatement of its financial statements duringtirel quarter of 2004, primarily due to legal amdt@unting fees incurred. In September 2005,
we reduced $2.5 million of our contingent acquisitearneut accruals that was determined to be excess lmstite projected performance
the division compared to the minimum performancgets as defined in the earn-out arrangements.

In December 2005, we increased our contingent attiui earn-out accruals by $0.4 million, to refldee financial performance of one
of the acquired entities that exceeded its preWopi®jected performance.

Other Income (Expense), NetFor the year ended December 31, 2004, net othemsgpwvas $2.8 million compared to net other income
of $0.3 million for the year ended December 31,20the decrease in expense of $3.1 million wagbatable to an impairment charge of
$3.1 million recorded in 2004 related to our invesht in a privately held company.

Provision (benefit) for Income TaxesOur effective income tax rate for the year endededaber 31, 2004 represented a 22.2% income
tax benefit compared to a 28.7% income tax pronigio the year ended December 31, 2005. The taxgiom of $5.9 million for the year
ended December 31, 2005 included a decrease t@thation allowance on deferred tax assets based g Company’s projections of
taxable income for 2006, including the reversatofiporary differences. The reduction in the vabragllowance was primarily a result of «
projected forecasts of 2006 taxable income, thenagtd timing of reversal of temporary differenegsl the expected utilization of net
operating loss carryforwards.

Income (Loss) from Discontinued Operationgncome (loss) from discontinued operations decieésen income of $11.6 million in
2004 to a loss of $9.7 million during 2005. Incldde the income from discontinued operations fer year ended December 31, 2004, is an
asset impairment charge of $0.4 million and a $dilllon charge for estimated employee terminatiosts related to our Scandinavia
operations as well as income from discontinued atprs for our Mexico operations of $11.8 millidrhere was no tax benefit provided for
the Scandinavia net operating losses due to nmatd future realizability of tax assets. Includtethe loss from discontinued operations of
$9.7 million for the year ended December 31, 2@0&n approximate $5.0 million of a write off of enoverable contract costs
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incurred on sites we were building for our custasriarMexico and South America which were cancefigdr to the completion of the sites.
Although we were under contractual arrangement thiése customers to build these sites, these wesescontractually unrecoverable from
our customers due to the termination clauses icdnéracts, which do not provide for reimbursenfenin process cancelled sites, unless
agreed upon by the customer. Also included in oss from discontinued operation in 2005 is an impant charge of $0.9 million related to
accumulated foreign currency translation lossesedkas a $3.4 million valuation allowance estai#id against the deferred tax assets of our
discontinued operations. Revenues generated bgliscontinued Latin and South American operationsev#2.6 million in 2005 compared
to $66.0 million in 2004. Revenues generated bydisgontinued EMEA operations were $34.8 millior2D04 and $27.1 million in 2005.

Liquidity and Capital Resources
Overview

Strategy. We seek to allocate our available capital ambegnvestment alternatives that we believe exsibificient potential to
achieve acceptable risk-adjusted returns. As suehmay continue to:

(1) make investments in businesses that we believecamplimentary to our Government Network Servicegsent when the expected
returns from such investments meet our investrregntm criteria.

(2) divest additional assets as we continue to assekpraritize our future business opportunitiesddtical mass, and ability for long
term sustained and predictable profitability tseacapital for our strategic initiatives and toueel interest expense and improve
profitability through the reduction of debt.

Our goal is to maximize long-term net cash fromrapirg activities and fund all nodiscretionary capital spending and debt service
our operating cash flow, without reliance on aduitil borrowing. However, due to risk factors, irthg those set forth herein and iftém
1A. Risk Factors'there can be no assurance that this will be passildé may also incur additional debt to fund disorery investments or
to meet working capital requirements. We expedt tiemajority of our discretionary investmentslwitcur in connection with acquisitions
like the MRC which occurred in the fourth quarté2606. Our long-term business strategy may beiénfted over the near term as a result of
the debt financing of the MRC acquisition and wogktapital requirements which are a result of ilméng of achieving milestones on our
turnkey deployment projects in the Wireless Netw®ekvices segment.

Liquidity Position. As of December 31, 2006, we had consolidated aad cash equivalents of $5.4 million (exclusifeestricted
cash of $1.0 million), consolidated long-term ahdrs-term debt of $51.5 million, and consolidatéat&holders equity of $187.1 million. As
of March 30, 2007 the Company was in technical alefaith its credit agreement with Key Bank asaiot yet filed its Form 10-K and
2006 audited financials. On April 6, 2007 the Compantered into an amendment to the credit agreewleereby Key Bank waived this
technical default and provided an extension throtghl 30, 2007 for filing our 10-K and 2006 auditénancial statements. On June 1, 2007,
the Company entered into a second amendment wdkdé agreement whereby Key Bank extended thenaligvaiver for filing our 10K and
2006 audited financial statements and the quarteriudited financial statements for the fiscal tprarended March 31, 2007 and June 30,
2007 through September 30, 2007 and reduced thleRatility to $50 million to reflect the net papwins of the revolving line of credit
reflecting the divestiture of our EMEA businessMarch 2007 and the divesture of our domestic Ereging business. In addition, the second
amendment provides for the further reduction of @edit facility to $35 million effective upon reipe of principal payments under the note
received from the buyer of the domestic enginedbimgjness, which occurred on July 3, 2007. As git&uaber 6, 2007, we had consolidated
cash and cash equivalents of approximately $10lbmand consolidated long-term and short-termtdeél$2.0 million.
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Net Cash from Operatior

Our operating cash flow is used to finance tradmawts receivable, fund capital expenditures, aakatselective acquisitions. Financ
trade accounts receivable is necessary becauseeoage, our customers do not pay us as quicklyegsay our vendors and employees for
their goods and services. Cash from continuingatfmers is primarily derived from our customer caots in progress and associated changes
in working capital components. A summary of our ceeth provided by operating activities from conitiguoperations from our consolidated
statement of cash flows is as follows (in millions)

Years Ended
December 31

2004 2005 2006
(Restated) (Restated)
Net cash provided by operating activities of couitig operation: $3.1 $14.2 $21

Cash provided by operating activities for contirguaperations for 2006 decreased by $12.1 milliomf2005 primarily due to the timii
of payments to our suppliers, which did not coroegpwith the achievement of certain constructiolestbnes on our large turnkey
deployment projects in accordance with contradirhs. This resulted in an increase in our daysssalitstanding (DSO) from 105 for the
quarter ended December 31, 2005 to 112 for theguanded December 31, 2006.

Cash used in investing activities from continuipgmtionsare summarized as follows (in millions):

2004 2005 2006
Investing activities

Sale/maturity of shc-term investment $275 $ 76 $ —
Cash paid for contingent acquisition considera 8.3y (17.) (8.5)
Cash paid for acquisitions, net of cash acqu (539 (33.6) (59.1))
Proceeds from the disposition of discontinued cji@ra — — 18.¢9
Cash transferred to restricted ci — — (1.0
Investment in unconsolidated subsidi (2.0 — —

Capital expenditures (5.0) (6.9) (7.2)

Net cash used in investing activities from contimquoperations  $(40.7) $(50.0) $(56.8)

Cash paid for acquisitions and contingent acqoisitonsideration accounted for the most significartays for investing activities in
each of the three years from 2004 to 2006 as dt i@fsine implementation of our strategies to déir our business while focusing on our
core competencies.

In 2006, we acquired MRC and paid the final amoudlois for contingent acquisition consideration edao the companies acquired in
our ENS segment. Refer to Note 6 of our Consoliti&ieancial Statements.

Investing activities in 2006 also included proceefi$18.9 million related to the sale of our Mexicaubsidiary. Refer to Note 4 of our
Consolidated Financial Statements.

Capital expenditures consist primarily of investmierfield equipment, computer hardware and sofeasmd improvement of our
physical properties in order to maintain suitalwaditions to conduct our business.
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Cash provided by financing activities from contmyibperationsare summarized as follows (in millions):

2004 2005 2006

Financing activities

Proceeds from issuance of common st $73 $26 $ 05

Proceeds from issuance of common stock under eraplstock
purchase pla 3.4 2.3 —
Borrowings under line of crec — — 85.C
Repayment under line of crel — — (34.0
Repayment of capital lease obligations (0.5 (0.4) (0.3
Net cash provided by financing activities $10.2 $ 45 $51.2

In 2005, we entered into a $15 million credit fagilvith KeyBank National Association (“KeyBank”pf general working capital
requirements and to fund future acquisitions. Weerdit draw on this facility until 2006 and in Ocestof 2006 we replaced this facility with
an $85 million facility from KeyBank to fund the gasition of MRC.

Proceeds from the issuance of common stock frord #@ugh 2006 are related to the exercise of epagl@tock options.

Cash provided by (used in) discontinued operatemessummarizeds follows (in millions):

2004 2005 2006
(Restated) (Restated)
Operating cash flow $ 5.0 $(10.2) $(0.9)
Investing cash flow (2.9 (2.2 (0.7)
Effect of exchange rates on cash and cash equigalen (0.2) 1.0 2.7
Net cash flows of discontinued operations $ 20 $(11.4 $1.2

Our decision to divest portions of our businessnetugitical mass had not been achieved led to itrestiture of our EMEA operations
and our South American operations. We recordedraaj@3.3 million related to the sale of EMEA imetfirst quarter of 2007, the period in
which the transaction was consummated. We alsaadedaan impairment charge of $5.2 million in tharfb quarter of 2006 to reduce the
current carrying value of the South American operatto the estimated fair value based upon cuingitations of interest. The divestiture
April 2007 did not result in any additional impaient charges.

We are focused on effectively managing our ovéiguidity position by continuously monitoring expess, integrating effective cost
savings programs and managing our accounts redeieatection efforts. We believe that our cash aasgh equivalent balances, short-term
investments and our credit facility (as discusse@antractual Obligations and Commitments below) @ sufficient to satisfy cash
requirements for at least the next twelve montlsetan the current level of operations and the Gmyig plans for future acquisitions.
Although we cannot accurately anticipate the efédé¢nflation on our operations, we do not beli¢kat inflation or foreign currency
fluctuation has had, or is likely in the foreseesfoiture to have, a material impact on our revermuessults of operations.

Contractual Obligations and Commitments /Off Bala&heet Arrangements

We have no significant contractual obligations #a not fully recorded on our consolidated balastwsets or fully disclosed in the nc
to our consolidated financial statements. We havenaterial off-balance sheet arrangements as akim8-K 303(a)(4)(ii).
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In connection with our business acquisitions, weehagreed to make additional future payments lersdbased on final purchase price
adjustments and the expiration of certain inderoaifon obligations. Pursuant to the provisionseAS No. 141, such amounts are accrued,
and therefore, recorded by the Company when theéngmncy is resolved beyond a reasonable doubtterde, the additional consideration
becomes payable. As of December 31, 2006, we h&didlion of working capital adjustments, $6.9 lwih of holdbacks for indemnificatic
obligations, and $0.1 million of interest accruedIfabilities related to the MRC acquisition. IpAl 2007, $4.6 million of working capital
adjustments and approximately $1.5 million of tieédback amounts were paid to the former MRC shddeis in accordance with the
Purchase Agreement. The remaining $5.4 millionadlback amounts will be released subject to indégmmhts, in installments following
12 and 18 months from the date of close.

Pursuant to the stock purchase agreement for atigngssmade in 2003 in our ENS segment, we wergyatdd to pay additional
consideration to the selling stockholders that e@gingent upon the successful achievement of pacinual earnings targets, as defined in
the stock purchase agreement. As of December 88, 20l earn-out performance periods ended ane fisero additional contingent
consideration earned or payments due related tBN& acquisitions.

In connection with the Company’s acquisition of Brefe Systems, Incorporated (“DSI”) in August 2G@titional consideration of up
to $3.2 million could be earned by the former majmckholders of DSI over an 18 month period, bagesh performance milestones related
to certain specified contracts. As of December2BD6, the performance period had ended and noefuctimtingent acquisition consideration
was due. Approximately $2.8 million in additionainsideration had been earned and paid relatecttoahtract milestones achieved by DSI.

Any amounts earned by shareholders of acquired anrap for which there were no continuous employrattses will result in
additional goodwill recorded for those acquisitievisen the earn-out consideration is earned. Thasene contingent consideration in
connection with the MRC acquisition, but in conmattwith future acquisitions, we may agree to maéditional payments to sellers
contingent upon achievement of performance milestday the acquired entities.

On March 16, 2005, the Company entered into a ceggeement with KeyBank National Association (“iBeyk”) to provide a $15.0
million senior credit facility. KeyBank was desided as the sole arranger and sole book managefagitiey had a thregrear term and coul
have been expanded to a $60.0 million facility. Qwenpany used the facility for general corporatgppses and to fund acquisitions.

On October 2, 2006, the Company entered into aaredit agreement with Key Bank to provide an $8Biom senior credit facility,
which replaced the Company’s existing $15 milliemisr credit facility. The facility has a 5 yearrtewith principal due in 2011 and interest
payable on a monthly basis. The Company wrote @2 $nillion in deferred fees related to the $15liomil facility and incurred $1.2 million i
fees related to the new facility which are beingodimed over 5 years. At the Company’s option,ries¢ is payable at the London Interbank
Offer Rate plus 1.75-3.50%, or at the prime rates ffl. 30-0.75%, with either option adjusted quaytbdsed on the company’s total net debt-
to-EBITDA ratio. The Company has used the faciltiyfund its acquisition of MRC and for general aangte purposes.

The terms of the new credit agreement require tragany to provide certain customary covenants fedit agreement, including
certain financial covenants, computed as definethbyterms of the agreement. As of the date ofRleigsort, we believe we have cured our
non-compliance with the covenants in the credieagrent requiring that we timely file our financiéhtements with the SEC. These financial
covenants include a maximum total net debt leveratie of 4.00 to 1.00, a minimum liquidity ratié .35 to 1.00, and a minimum fixed
charge coverage ratio of 1.10 to 1.00. The CrealiflRy is secured by a pledge of certain equitgiiasts of certain of our subsidiaries and is
collateralized by the assets of the Company. Tbiitiacontains customary events of default, indhglpayment defaults, breaches of
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representations and warranties, and covenant def&\d of March 30, 2007, we were in technical difaf this agreement as we had not yet
filed our 10-K and 2006 audited financials. On Apti2007, we entered into an amendment to thataigdeement whereby Key Bank
waived this technical default and provided an esimmthrough April 30, 2007 for filing our 10-K ai2@®06 audited financial statements. On
June 1, 2007, we entered into a second amendmérg toedit agreement whereby Key Bank extendedtiigénal waiver for filing our 10-K
and 2006 audited financial statements and the gpiyarinaudited financial statements for the fispahrters ended March 31, 2007 and

June 30, 2007 through September 30, 2007 and rddbedotal Facility to $50 million to reflect timet pay downs of the revolving line of
credit reflecting the divestitures of our EMEA husss in March 2007 and our domestic Engineeringnbas in June 2007. In addition, the
second amendment provides for the further reductfarur credit facility to $35 million effective wp receipt of principal payments under
note received from the buyer of the domestic ergging business, which occurred on July 3, 2007.

The weighted average interest rate of our debt8\@8% as of December 31, 2006. This includes $@lBmof financing costs related
to the original and replacement of the Senior Qredcility in the fourth quarter of 2006.

On October 2, 2006, the Company acquired MRC ,\ately-held technical solutions and services corggacused on advanced
telecommunications programs, software and IT smhgti product solutions and space programs. Thédpsecprice was approximately
$73.8 million, including a working capital adjustnief $4.6 million and transactions costs of $0iftiom. The Company paid $62.1 million
at closing and $0.2 after closing in 2006. The rieimg $6.9 million was held back to secure the Canys indemnity rights and will be
released, subject to indemnity rights, in instatisgollowing 6, 12, and 18 months from the datelo§e. The working capital adjustment of
$4.6 million and $1.5 million of the holdback waaighto the previous MRC shareholders in the secpradter of 2007. To fund the
acquisition, the Company used the new $85 milliedit facility with KeyBank National Associationh€ results of MRC have been incluc
in the Company’s consolidated statements of opmratior the period from the acquisition date ofabetr 2, 2006 in the fourth quarter of
2006.

The following table summarizes our currently exigtcontractual obligations and other commitmenBestember 31, 2006, and the
effect such obligations could have on our liquidityd cash flow in future periods (in millions):

Payments due/forecast by Periot

Total 2007 20062009  201(-2011 angoAlf%er

Total debt, net of interest(1) $51C $480 $ 3.0 $ — $ —
Capital leases(t 0.4 0.4 0 — —
Estimated interest on debt( 10.1 4.0 4.8 1.3 —
Other liabilities(3) 11.7 9.8 1.7 0.1 0.1
Purchase orders(: 9.0 9.0 — — —
Operating leases(5) 20.C 5.8 9.9 3.6 0.7

Total commitments and recorded

liabilities $102.2 $76.8 $194 $ 5.0 $0.8

(1) The Key Bank Line of Credit. The payments shownaanepresent forecast which contemplates that vilepay off the Key Bank LOC
by the due date of October 2011. See “Notes to @imlated Financial Statements” Note 8(a) for furttietails.

(2) Includes interest payments based on current iriteatsss for variable rate debt. See “Notes to Clidested Financial Statements” Note 8
(a) for further details.
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(3) Primarily the obligations under the working capadjustment clause and holdback payments relatétetacquisition of MRC. See
“Notes to Consolidated Financial Statements” NoterGurther details.

(4) Purchase orders include commitments in which aevwripurchase order has been issued to a vendaheégbods have not been
received or services have not been performed.

(5) See “Notes to Consolidated Financial Statements&Ndor further details.

The Company had $3.6 million of standby lettersrefit, primarily related to its workers compensatprogram and performance bor
The Company had $1.0 million in restricted caste Tstricted cash was related to a $1.0 millionditg letter of credit for performance of
international contract that we acquired with MR@®eTCompany has replaced the letter of credit wild issued under its KeyBank facility
and is in the process of getting the original fettecredit and restricted cash released.

Additional information regarding our financial coriiments at December 31, 2006 is provided in thesitd our consolidated financial
statements. See “Notes to Consolidated FinanciéBtents, Note 16—Commitments and Contingencies.”

Other than our normal recurring trade payablesergp accruals, accrued payments related to aégussitiebt related to our Credit
Facility and operating and capital leases whichcareently expected to be funded through existimgking capital and future cash flows frc
operations, and the professional fees related t&quity Award Review, which currently aggregat@apximately $12 million, we have no
other material cash commitments. Aside from thesermring expenses, future capital expendituresoardall expansion including potential
future acquisitions, our future capital needs dépend upon many factors, including the timingafrpents under existing contracts and
technology requirements within the wireless telesamications industry. Other future cash requirememay include the payment of certain
tax contingencies, as discussed in Note 16 of onsalidated financial statements and potentialréuicquisitions. We continue to evaluate
and use new technology including electronic equipina@d software in our business operations. Aduiticapital expenditures may be
required as deemed necessary, in order to stayatiimg and effectively service our customers.

Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations (“MD&A”")

The MD&A below reflects the discussion and analydisur results of operations for the interim pds@f March, June and September of
2005 compared to the same periods of 2006, astadjts reflect the restatement related to our Bigiwvard Review (as discussed in Note 2
to the Financial Statements). In addition, the meédéscontinuance of our international operatiang European and Brazilian operations) has
also been reflected as discontinued operationb of the periods discussed.

Comparison of Results for the Three Months Ended Mha 31, 2005 to the Three Months Ended March 31080

Revenues. Revenues decreased $4.9 million from $81.2 milfmrthe quarter ended March 31, 2005 to $76.3 amilfor the quarter
ended March 31, 2006. The decline was primariliftatted to our Enterprise Network Services segmamharily as a result of customer
delays and the impact of personnel turnover androtfated activities that occurred immediatelydwing the completion of the earn—out
period in one of the acquired entities.
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Revenues by operating segment for the quartersdevidech 31, 2005 and 2006 were as follows (in oil):

2005 2006 $ change % change

Wireless network services $44.2 $43.4 $(0.8) (1.8)%
Enterprise network servici 171 12.6 (4.5) (26.9)%
Government network services 19.9 20.3 0.4 2.0%

Total revenues $81.2 $76.3 $(4.9 (6.0)%

Cost of Revenues.Cost of revenues increased slightly from $63.2ianilfor the quarter ended March 31, 2005 to $631Bam for the
quarter ended March 31, 2006. Included in the Bseeof cost of revenues is $0.4 million of stock-sdshcompensation in the first quarter of
2006 as a result of the adoption of SFAS 123R, @egpto $0.1 million of stock—based compensatigreege in the first quarter of 2005.
Gross margin during the quarter ended March 316 2lé@reased from 22.2% to 16.4% of total revenoegpared to the quarter ended
March 31, 2005. The decrease in gross margin piiyrrasulted from project cost overruns and exexutssues, including in particular, re—
work required because of substandard subcontradt, @e well as the impact of our customers’ deldyaitling of previously scheduled sites
under certain domestic deployment contracts foctviare will not be compensated for the impact oaysl

Selling, General and Administrative ExpenseSelling, general and administrative expenses ise@as a percentage of revenue from
17.9% to 18.4% for the quarters ended March 31520@ 2006, respectively, primarily due to our dhopof SFAS No. 123R, which
resulted in $0.5 million stock—based compensatigease in the first quarter of 2006, compared td $illion of stock—based
compensation expense recorded in 2005.

Other Income, Net. Net other income remained consistent at $0.2 millar the quarters ended March 31, 2005 and 2006.

Provision for Income Taxes.Our effective income tax rate for the quarter enilkedich 31, 2005 was a provision of 41.7% compaoed t
a benefit of 27.1% for the quarter ended March2BD6. The effective tax benefit rate for the quagteded March 31, 2006 is lower than
federal and state statutory rates primarily dueaiedeductible permanent tax items which were niuaia bffset by the realization of tax
expense through the increase in our valuation alime® and an increase in the income tax reserve.

Income from Discontinued Operationsincome from discontinued operations decreasad 1.3 million for the three months ended
March 31, 2005 to $0.2 million for the three monginsled March 31, 2006. The decrease of $1.1 mitésnlted primarily from the wind—
down of operations in the Latin American operatiahthe end of 2005 and the sale of the Mexicoatjmer effective on February 17, 2006.

Comparison of Results for the Three Months Endedn#&u30, 2005 to the Three Months Ended June 30, 2006

Revenues. Revenues decreased $4.0 million from $83.5 omilfor the three months ended June 30, 2005 t&$wBlion for the three
months ended June 30, 2006. The decrease was yiataibutable to a decrease in our Enterpriséldek Services segment, primarily as a
result of customer delays and the impact of persbtunnover and other related activities that ocetiimmediately following the completion
of the earn—out period in two of the acquired éditn the first quarter of 2006. The customer geks well as the rebuilding of the
management teams did not return to normalcy watgllin the second quarter of 2006, resulting dluced revenues and operating margins for
both the first and second quarters for the Entsepetwork Services segment.
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Revenues by operating segment for the three memithsd June 30, 2005 and 2006 were as follows (lions):

2005 2006 $ change % change

Wireless network services $45.8 $45.3 $(0.5 (1.1)%
Enterprise network servici 16.3 135 (2.8) 17.2%
Government network services 214 20.7 0.7 (3.3)%

Total revenues $83.5 $79.5 $(4.0 (4.8)%

Cost of Revenues.Cost of revenues increased from $64.0 millianttie three months ended June 30, 2005 to $64l@mifor the three
months ended June 30, 2006. The increase in cosvefiues includes an increase of $0.4 milliornt@fls—based compensation expense in
2006. Stock—based compensation expense increasadafnet credit of $0.1 million in the second geiadf 2005, which reflected the net
reduction of previously recorded payroll tax cogéncies related to stock—based compensation, &rfillion in the second quarter of 2006
as a result of the Company’s adoption of SFAS 1232006. Gross margin during the three months elddee 30, 2006 decreased from
23.3% in the second quarter of 2005 to 18.4%. T@weahse in gross margin primarily resulted fromitingact of competitive pricing
pressures that we were experiencing in our legaaidFrequency engineering business in the U.Svellsas the impact of a large national
deployment program which we were recording a zeofitpnargin since we had not yet received the igitpipurchase orders from our
customer to record the anticipated profit margirttenproject.

Selling, General and Administrative ExpenseSelling, general and administrative expensesedsed from $15.4 million in the three
months ended June 30, 2005 to $13.8 million irthinee months ended June 30, 2006. Included indbensl quarter 2006 SG&A is $0.5
million stock—based compensation expense resuftorg our adoption of SFAS No. 123R. This was coregddp a net credit of $0.1 million
stock—based compensation expense recorded in 2&f@ting a net reduction of previously recordegnpll tax contingencies related to
stock—based compensation. Included in the secoadeaqof 2005 SG&A is approximately $1.0 millionmofessional fees primarily related
to our 2005 annual audit and compliance with Saebddxley. The remaining reduction year over yearnssult of cost reduction measures
we have taken in 2006.

Other Income (Expense), NetFor the three months ended June 30, 2005, het ekpense was $0 compared to net other incorfie.2
million for the three months ended June 30, 200& iicome for the three months ended June 30, @@8Grimarily attributable to the
interest income on the Note Receivable relatintpéosale of our Mexican subsidiary offset by int¢expense for the borrowings on the Line
of Credit.

Provision(Benefit) for Income TaxesQOur effective income tax rate for the three rherénded June 30, 2005 was 35% compared to a
provision of 40% for the three months ended Jun&G06.

Income (loss) from Discontinued Operationsncome (loss) from discontinued operations deciésen income of $0.9 million for the
three months ended June 30, 2005 to a loss ofr§illidn for the three months ended June 30, 200& decrease of $2.2 million resulted
from the wind—down of operations in the Latin Antam operations at the end of 2005 and the saleedfftexico operation effective on
February 17, 2006.

Comparison of Results for the Three Months Endedp8amber 30, 2005 to the Three Months Ended Septer3be 2006

Revenues. Revenues decreased $8.8 million from $86.7 omilfor the three months ended September 30, 20934® million for the
three months ended September 30, 2006. The $8i8nmdlecrease was attributable to a decline of §8IRon in our Wireless Network
Services segment, primarily
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as a result of schedule delays resulting in parhfour customer’s delays of expenditures which atagbuted to the capital requirements to
support bids in anticipation of capital funding uggd for the AWS auction in September 2006, thpadot of the merger of one of our carrier
customers in 2005, as well as pricing pressuresréqced in our legacy RF business in the U.S..rélaction in our domestic revenues was
also impacted by a decline of $1.3 million in owv@rnment Network Services business resulting fooogram delays and program
reductions from two of our DOD customers offsettigdly by an increase of $0.7 million in our Entege Network Services segment.

Revenues by operating segment for the three mamtthsd September 30, 2005 and 2006 are as followsillions):

2005 2006 $ change % change

Wireless network services $49.2 $41.0 $(8.2 (16.7)%
Enterprise network servici 16.1 16.8 0.7 4.3%
Government network services 214 20.1 (1.3) (6.1)%

Total revenues $86.7 $77.9 $(8.9) (10.1)%

Cost of Revenues.Cost of revenues decreased from $66.1 milliaritfe three months ended September 30, 2005 td $68ion for
the three months ended September 30, 2006 pringiyresult of the reduction in revenues. Theedserin cost of revenues includes an
increase of $0.2 million of stock—based compensatiche third quarter of 2006 as a result of tepion of SFAS 123R, compared to $0.2
million of stock—based compensation expense recbid005. Gross margin during the three monthgdrgkptember 30, 2006 decreased
from 23.8% in the third quarter of 2005 to 18.6%eTdecrease in gross margin primarily resulted fitoenmpact of competitive pricing
pressures that we were experiencing in our legaaid¥Frequency engineering business in the U.&dtlition, gross margins were negati\
impacted by a large national deployment prograrmeumdich the customer was issuing purchase oréemsath separate phase of the pro
rather than for the entire project, resulting im mecording zero profit margin or below the antatipd projected margin at completion on the
projects. We have not recorded the anticipatedtprafrgin on the project until we receive the reifei purchase orders from the customer.

Selling, General and Administrative ExpenseSelling, general and administrative expensesedsed from $15.0 million in the three
months ended September 30, 2005 to $13.9 millidherthree months ended September 30, 2006. Irtindde third quarter 2006 SG&A is
$0.5 million stock—based compensation expensetmgiffom our adoption of SFAS No. 123R, compa@&®.1 million of stock—based
compensation expense recorded in 2005. The reduptiar over year is primarily a result of the restlicevenue volume discussed previously
as well as the impact of cost reduction measureksadeaken in 2006.

Contingent Acquisition Considerationlncluded in the third quarter 2005 operating resigita credit of $2.5 million resulting from the
reduction of estimated earn—out consideration edléd our acquisitions of certain of the ENS conigaim 2003 which had been previously
accrued in September 2004.

Other Income (Expense), NetFor the three months ended September 30, 2@dtimer expense was $0 as compared to net other
income of $0.1 million for the three months endegt®mber 30, 2006. The change is primarily attable to the interest income recorded in
the three months ended September 30, 2006 on tteeRézeivable relating to the sale of our Mexicalosgiary partially offset by interest
expense for the borrowings on the Line of Credit.

Provision for Income Taxes.Our effective income tax rate for the three rhergnded September 30, 2005 was a provision 0%4.9.8
compared to a benefit of 41.7% for the three moatided September 30, 2006.
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Loss from Discontinued OperationsLoss from discontinued operations decreased from @illlion for the three months ended
September 30, 2005 to $1.2 million for the threenthe ended September 30, 2006. The decrease ofrffilieh resulted from the wind—
down of operations in the Latin American operatiahthe end of 2005 and the sale of the Mexicoatjmr effective on February 17, 2006.

Critical Accounting Principles and Estimates

We have identified the following critical accourgipolicies that affect our more significant judgrgeand 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 Ameecalires us to make estimates and judgments tfeatt difie reported amounts of assets and
liabilities, stockholders’ equity, revenues andexges, and related disclosures of contingent assdtBabilities. 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 intangbknd goodwill, accounting for income taxes inahggdihe related valuation allowance,
accruals for partial self-insurance, contingeneied litigation and contingent acquisition consitiera We explain these accounting policies
in the notes to the audited consolidated finarstatiements and at relevant sections in this dismussid analysis. These estimates are based
on the information that is currently available amdvarious other assumptions that are believee teeasonable under the circumstances.
Actual results could vary from those estimates ulifferent assumptions or conditions.

Revenue recognition. We derive a significant percentage of our reeefnom long-term contracts and account for thesgraots under
the provisions of Statement of Position 81-1, “Aacting for Performance of Construction-Type andt&arProduction-Type Contracts”.
Revenue on time and materials contracts is recedras services are rendered at contracted lales pats material and other direct costs
incurred. The portion of our revenue derived fraxed-price contracts accounted for approximatelyd®gtof our revenues for 2006. Revenue
on fixed-price contracts is recognized using theg@etage-of-completion method based on the rattotaf costs incurred to date compared to
estimated total costs to complete the contracinfasés of costs to complete include material, dil#gor, overhead, and allowable general
administrative expenses for our government corgrddiese cost estimates are reviewed and, if neggesevised monthly on a contract-by-
contract basis. If, as a result of this review,deéermine that a loss on a contract is probabéa the full amount of estimated loss is charged
to operations in the period it is determined thé probable a loss will be realized from the fadrformance of the contract. In certain
instances in which it is impractical to estimate fimal outcome of the project margin, but it istaa that we will not incur a loss on the
project, we may record revenue equal to cost ieclmt zero margin. In the event that our costrireclito date may be in excess of our fur
contract value, we may defer those costs untibdsociated contract value has been funded by #terner. Once the final estimate of the
outcome of the project margin is determined, wé rgitord revenue using the percentage-of-compleatiethod of accounting based on the
ratio of total costs incurred to date compared#odstimated total costs to complete the projeghiffant management judgments and
estimates, including but not limited to the estiatbtosts to complete projects, must be made amtinsg®nnection with the revenue
recognized in any accounting period. The revenueawegnize in a given reporting period dependqbnthe costs we have incurred for
individual projects; (2) our then current estimat¢he total remaining costs to complete individpadjects; and (3) the current estimated
contract value associated with the projects. I&ny period, we increase or decrease our estinfide dotal costs to complete a project, an
reduce or increase the associated contract vauenue for that period would be impacted. As altesur gross margin in such period and in
future periods may be affected. To the extentdbatestimates fluctuate over time or differ frontuad 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 utilizefédbht estimates.
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A cancellation, schedule delay, or modificatioradfxed-price contract which is accounted for ugimg percentage-of-completion
method may adversely affect our gross marginshfemperiod in which the contract is modified or aglied. Under certain circumstances, a
cancellation or negative modification could resmltis having to reverse revenue that we recognizadorior period, thus significantly
reducing the amount of revenues we recognize foptriod in which the adjustment is made. Corredpaty, a positive modification
may positively affect our gross margins. In additia schedule delay or modifications can resudinnncrease in estimated cost to complete
the project, which would also result in an impacbtr gross margin.

In addition, many of our contracts include milegdnillings. If a contract is terminated or if theope 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 pernaadtich the contract is terminated or the scophénged.

During the reporting periods contained herein, wdeeperience revenue and margin adjustments tdiogorojects based on the
aforementioned factors.

Allowance for doubtful accounts.We maintain an allowance for doubtful accountseistimated losses resulting from the potential
inability of certain customers to make requiredifatpayments on amounts due to us. Managementeées the adequacy of this allowance
by periodically evaluating the aging and past dageire of individual customer accounts receivablarizes and considering the customer’s
current financial situation as well as the existimgustry economic conditions and other relevaotdis that would be useful towards
assessing the risk of collectibility. If the futuieancial condition of our customers were to det@te, resulting in their inability to make
specific required payments, additions to the alloegafor doubtful accounts may be required. In daldtif the financial condition of our
customers improves and collections of amounts atiihg commence or are reasonably assured, themayeeverse previously established
allowances for doubtful accounts. Changes to estisnaf contract value are recorded as adjustments/enue and not as a component of the
allowance for doubtful accounts. We write off acetsureceivable when they become uncollectible ayar@nts subsequently received on
such receivables are credited to the allowancddabtful accounts.

Long-lived and Intangible AssetsWe account for long-lived assets in accordanitie the provisions of SFAS No. 14Accounting for
the Impairment or Disposal of Long-Lived Asge&FAS 144"). SFAS 144 addresses financial accogndind reporting for the impairment or
disposal of long-lived assets. This Statement reguhat long-lived assets be reviewed for impaitméhenever events or changes in
circumstances indicate that the carrying amouincdisset may not be recoverable. Recoverabilitye@sured by comparing the carrying
amount of an asset to the expected future netft@ask generated by the asset. If it is determired the asset may not be recoverable and if
the carrying amount of an asset exceeds its estthfalr value, an impairment charge is recognipeith¢ extent of the difference. SFAS 144
requires companies to separately report discordimperations, including components of an entity diher have been disposed of (by sale,
abandonment or in a distribution to owners) orsifaed as held for sale. Assets to be disposedeofeported at the lower of the carrying
amount or fair value less costs to sell.

In accordance with SFAS 144, we assess the impatrafédentifiable intangibles and long-lived assehenever events or changes in
circumstances indicate that the carrying value m@ybe recoverable. Factors we consider importdmtweould individually or in
combination trigger an impairment review include thllowing:

« significant underperformance relative to expectistbhical or projected future operating results;

« significant changes in the manner of our use oftwpuired assets or the strategy for our overdairass;
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+ significant negative industry or economic trends;
* significant decline in our stock price for a suséal period; and
« our market capitalization relative to net book ealu

If we determined that the carrying value of intdodg$ and long-lived assets may not be recoveradedupon the existence of one or
more of the above indicators of impairment, we wiagicord an impairment equal to the excess ofding/ing amount of the asset over its
estimated fair value.

On a quarterly basis, we assess whether eventsaages in circumstances have occurred that poflgritidicate the carrying value of
long-lived assets may not be recoverable.

In December 2005, our Board made the decisionitaex Mexico and South American deployment bussreasd in December 2006, ¢
Board made the decision to exit our EMEA and reingiisouth American businesses. Accordingly, allitssfor these operations for the
periods presented have been reflected as discextioperations. We also recorded an impairment pfoegmately $5.2 million on our
Brazilian operations as a result of the indicatiohfair value we have had with various interegtadies.

Our ENS segment had built, installed and operatedaless LAN system at a number of shopping malthe United States. This
network was developed to offer internet connegtifar a fee to customers and tenants at the nittls.market for these services has changed
over the last year with the emergence of free \itel WiMAX and this has resulted in significantlgdoeed expectations for future revenue
and profits related to the realizability of thises Based upon an analysis of the expected faasgie flows from this asset in accordance with
SFAS No. 144, we determined that the full valuéhef asset, approximately $1.8 million was impaired

Goodwill and Purchased Intangible AssetdNe evaluate our goodwill and intangible assetsmpairment pursuant to SFAS No. 142,
Goodwill and Other Intangible Asset'SFAS 142”), which provides that goodwill and ottietangible assets with indefinite lives are not
amortized but tested for impairment annually or enfoequently if circumstances indicate potentigb@inment. The impairment test is
comprised of two steps:

(1) A reporting unit’s fair value is comparedit® carrying value. The carrying values of eachorépg unit are determined by
specifically identifying and allocating the assaitsl liabilities of the Company to each reporting based on headcount, relative revenues or
costs, or other methods as deemed appropriate bggement. If the fair value is less than its cagyialue, impairment is indicated;

(2) if impairment is indicated in the first stépis measured by comparing the implied fair vabfiggoodwill and intangible assets to
their carrying value at the reporting unit level.

We completed the required impairment review atethe of 2005 and 2004 and noted no impairment. Gpuresgly, no impairment
charges were recorded. In 2006 our annual testateti that there was no impairment of goodwillndamngibles for our WNS or GNS
segments but that the total amount of goodwillder ENS segment, approximately $18.3 million, wapaired. Due to a loss of management
earlier this year as a result of the completiorarh-outs on some of our ENS acquisitions at tleo&i2005, our ENS operations experienced
an underperformance relative to historic operatésylts in 2006 and this impacted our projectedr&uperformance. The fair value of the
goodwill was estimated using these projectionsaandmbination of a discounted cash flow model antheket approach model that takes
into consideration comparable business and markesactions. We also concluded based on this asdhesintangible assets for ENS were
not impaired.
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Accounting for income taxes and tax contingenciess part of the process of preparing our consdéid financial statements we are
required to estimate our provision for income taixesach of the tax jurisdictions in which we contousiness. This process involves
estimating our actual current tax expense in catjan with the evaluation and measurement of teayodifferences 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 iaetuded in our consolidated balance sheet. We #isspss on a periodic basis the probability
that our net deferred tax assets will be recovaret] therefore realized from future taxable inc@né to the extent we believe that recovery
is not more likely than not, a valuation allowatgestablished to address such risk resulting iadatitional related provision for income
taxes during the period.

Significant management judgment is required in meit@ng our provision for income taxes, our defdrtax assets and liabilities, tax
contingencies and any required valuation allowame#uding taking into consideration the probakiliff the tax contingencies being incurr
Management assesses this probability based upomriafion provided to us by our tax advisors, ogaleadvisors and similar tax cases. If at
a later time our assessment of the probabilitthesé tax contingencies changes, our accrual fértsaxcuncertainties may increase or
decrease.

We have a valuation allowance at December 31, 20@6to management’s overall assessment of risksiacertainties related to our
future ability to realize and, hence, utilize certdeferred tax assets, primarily consisting ofoymtrating losses, carry forward temporary
differences and future tax deductions resultingnficertain types of stock option exercises, befoey £xpire. Management determined the
increase to the valuation allowance was requirddeaember 31, 2006 based upon its overall assessihéme risks and uncertainties related
to our future ability to realize and utilize ourfeiged tax assets.

The 2006 effective tax rate at December 31, 200@rfimual and interim reporting periods could beantpd if certain tax items that are
reserved for at December 31, 2006 are resolved atreount which differs from our estimate. Finatlyring 2007, if we are impacted by a
change in the valuation allowance as of DecembgP@06 resulting from a change in judgment regaydire realizability of deferred tax
assets beyond December 31, 2006, such effect avibbognized in the interim period in which thergpaoccurs.

Accrual for partial self-insurance. We maintain an accrual for our health and wagleampensation partial self-insurance, which is a
component of total accrued expenses in the coraelicbalance sheets. Management determines theaageof 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 average lag period in lvbiaims are paid. If such information
indicates that our accruals require adjustmentwillecorrespondingly, revise the assumptions zéitl in our methodologies and reduce or
provide for additional accruals as deemed apprtpriss of December 31, 2006, the accrual for outigdeself-insurance programs
approximated $1.8 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 medicalwarkers compensation limits per claim
are $100,000 and $250,000, respectively.

Contingencies and litigation. We are currently involved in certain legal predimgs. We estimate a range of liability relategeading
litigation where the amount and range of loss caedtimated. We record our estimate of a loss wheetoss is considered probable and
estimable. Where a liability is probable and thisra range of estimated loss and no amount inathgeris more likely than any other number
in the range, we record the minimum estimated itgtrielated to the claim in accordance with SFA&. 8, “Accounting for Contingencies.”
As additional information becomes available, waeasshe potential liability related to our penditigation and revise our estimates.
Revisions in our estimates of
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potential liability could materially impact our rdis of operations. See Part Il, Item 1 “Legal Rretings” for additional information.

Share-Based PaymentsBeginning in fiscal year 2006, we account for sHaaeed compensation arrangements in accordancehgith
provisions of Statement of Financial Accountingr8i@rds No. 123R (“SFAS 123R”") “Share-Based Paynjewtsich requires the
measurement and recognition of compensation exgensd share-based payment awards to employegsliaectors based on estimated fair
values. Prior to adoption of SFAS 123R, we accalifde share-based compensation using the intriredise-based method in accordance
with Accounting Principles Board (APB) Opinion N2b, “Accounting for Stock Issued to Employees.” Wiopted SFAS 123R using the
modified prospective transition method.

The valuation provisions of SFAS 123R apply to rmwards and to awards that are outstanding on thetieke date and subsequently
modified or cancelled. Under the modified prospectpplication, which we used, prior periods areravised for comparative purposes. We
use the Black-Scholes option valuation model tovedt the fair value of our stock options at thengidate. The Black-Scholes option
valuation model was developed for use in estimatiegfair value of traded options which have naingsrestrictions and are fully
transferable. Our employee stock options are gépetabject to vesting restrictions and are gergradt transferable.

Option pricing models require the input of highlybgective assumptions including the expected spoide volatility over the term of the
award, the expected life of an option and the nurobawards ultimately expected to vest. Changekése assumptions can materially affect
the fair value estimates of an option. Furthermtire estimated fair value of an option does noessarily represent the value that will
ultimately be realized by an employee. We usedltitsil data to estimate the expected forfeiture,riatrinsic and historical data to estimate
the expected price volatility, and a weighted-ageraxpected life formula to estimate the expecpbo life. The risk-free rate is based on
the U.S. Treasury yield curve in effect at the tiohgrant for the estimated life of the option.

Estimates of share-based compensation expensefgaificant to our consolidated financial statensebut these expenses are based on
option valuation models and will never result ie flayment of cash by us. For this reason, and bec&e do not view share-based
compensation as related to our operational perfoceave exclude estimated shésesed compensation expense when evaluating theest
performance of our operating segments.

Recently Issued Accounting Pronouncements

In June 2006, FASB issued Interpretation No. 4&cdnting for Uncertainty in Income Taxes—an intetption of FASB Statement
No. 109 (FIN 48), which clarifies the accounting fmcertainty in tax positions. This Interpretati@guires that we recognize the impact
tax position in our financial statements, if thasjion is more likely than not of being sustaimedaudit, based on the technical merits of the
position. The provisions of FIN 48 are effective fiscal years beginning after December 15, 2006) the cumulative effect of the change
accounting principle recorded as an adjustmenp&ming retained earnings. The application of thée®nent will reduce our retained
earnings on January 1, 2007 by $0.3 million toease reserves for uncertain tax positions.

The SEC issued Staff Accounting Bulletin No. 108AB 108") in September 2006. SAB 108 expresseysithes of the SEC staff
regarding the process of quantifying the mateyiaitfinancial misstatements. SAB 108 requires libthbalance sheet and income statement
approaches be used when quantifying the mater@afityisstatement amounts. In addition, SAB 108 amst guidance on correcting errors
under the dual approach and provides transitiodaguie for correcting errors existing in prior ye&AB 108 was effective in the Company’s
fourth quarter of 2006. The adoption of SAB 108 wlid have a material impact on the Company’s cadat@d financial statements.
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In September 2006, the FASB issued SFAS No. 15y Value Measurements” (“SFAS 1577This new standard provides guidance
using fair value to measure assets and liabilérds information about the extent to which companieasure assets and liabilities at fair
value, the information used to measure fair vadungl the effect of fair value measurements on egsnihhis framework is intended to prov
increased consistency in how fair value determimatiare made under various existing accountinglatas which permit, or in some cases
require, estimates of fair market value. SFAS 15@ axpands financial statement disclosure requérgsabout a comparsyuse of fair valu
measurements, including the effect of such measuresrnings. The provisions of SFAS 157 are dffedor financial statements issued for
fiscal years beginning after November 15, 2007. Chenpany is in the process of determining the ihpéathis statement on its consolidated
financial statements.

In February 2007, the FASB issued FASB Statementl88, The Fair Value Option for Financial Assets and Fiogl Liabilities—
Including an Amendment of FASB Statement No. This standard permits an entity to choose to measany financial instruments and
certain other items at fair value. This optionvaitable to all entities, including not-for-profitganizations. Most of the provisions in
Statement 159 are elective; however, the amendrodtASB Statement No. 11Bccounting for Certain Investments in Debt and Bqui
Securitiesapplies to all entities with available-for-sale aratling securities. Some requirements apply diffdy to entities that do not report
net income. The FASB'’s stated objective in issuig standard is as follows: “to improve finandi@eporting by providing entities with the
opportunity to mitigate volatility in reported eémgs caused by measuring related assets andtieditiifferently without having to apply
complex hedge accounting provisions.”

The fair value option established by Statementfddsenits all entities to choose to measure eligiielms at fair value at specified
election dates. A business entity will report utizea gains and losses on items for which thevalue option has been elected in earning:
another performance indicator if the businessedties not report earnings) at each subsequenttirggpdate. A not-for-profit organization
will report unrealized gains and losses in itsestagnt of activities or similar statement. The failue option: (a) may be applied instrumen
instrument, with a few exceptions, such as investsetherwise accounted for by the equity methbyigirrevocable (unless a new election
date occurs); and (c) is applied only to entirérimaents and not to portions of instruments.

Statement 159 is effective as of the beginningnoatity’s first fiscal year that begins after Navger 15, 2007. Early adoption is
permitted as of the beginning of the previous figear provided that the entity makes that chaicthe first 120 days of that fiscal year and
also elects to apply the provisions of FASB StateniNo. 157 Fair Value Measurement$he Company is in the process of determining the
impact of this statement on its consolidated finalscstatements.

Related Party Transactions

For detailed information regarding related pargngactions, see Note 15 of our consolidated fimdistitements.
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ltem 7A.  Quantitative and Qualitative Disclosures About MagkRisk

We are exposed to foreign currency risks due th trahsactions and translations between functiandlreporting currencies in our
Indian, Brazilian and European foreign subsidiari#e are exposed to the impact of foreign currdhmtuations due to the operations of and
net monetary asset and liability positions in sdién, Brazilian and European foreign subsidiargégnificant monetary assets and liabilities
expected to be realized in the foreseeable funai@de trade receivables, trade payables and oent@rcompany payables that are not
denominated in their local functional currencies.dk December 31, 2006, our Indian, Brazilian andoean subsidiaries were in average
liability positions (i.e., monetary liabilities wegreater than monetary assets subject to foreigercy risk) of approximately $0.3 million,
$17.0 million and $11.0 million, respectively. Thetential foreign currency translation losses fitmypothetical 10% adverse change in the
exchange rates from the net liability position®atember 31, 2006 were approximately zero, $1.llomiand $1.1 million for the, Indian,
Brazilian and European subsidiaries, respectivalyhe event that the functional currency of Chilogs not continue to be based on the U.S.
dollar, we may be exposed to foreign currency flatibns due to the activities of our corporate center in China.

In addition, we estimate that an immediate 10% gkan foreign exchange rates would impact repanttdncome or loss by
approximately $0.2 million for the year ended Deben31, 2006. This was estimated using a 10% de#tion factor to the average monthly
exchange rates applied to net income or loss fcin ehthe related subsidiaries in the respectiveode

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

The Company is exposed to market risk in connedtiitin changes in interest rates, primarily in castioa with outstanding balances
under its credit facility with KeyBank National Assation. Based on the Company’s average outstgrimhtances during the year ended
December 31, 2006 a 1% change in the LIBOR ratddnvowact the Company’s financial position and fesaf operations by approximately
$200 thousand over the next year. We currentlyataitilize any derivative financial instrumentsttedge interest rate risks. Cash and cash
equivalents as of December 31, 2006 were $5.4anilind are primarily invested in money market iegebearing accounts. A hypothetical
10% adverse change in the average interest raberomoney market cash investments and steont-investments would have had no matt
effect on net income for the year ended DecembgP@Q6.

Item 8. Financial Statements and Supplementary Data
The information required by this Item is includedHart IV Item 15(a)(1) and (2) of this Annual Rejgmn Form 10-K.

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

None.

Item 9A. Controls and Procedures
Stock Option Grant Practices Review and Restatement

As discussed in the Explanatory Note preceding IRartl in Note 2 of Notes to Consolidated FinanSiatements of this Form 10-K, in
2006 we commenced our Equity Award Review of ot paactices for granting and pricing stock optiand other equity awards. In
February 2007, the CompasyBoard appointed a Special Committee of the Buardview the adequacy of the Equity Award Reviea the
recommendations of management regarding histavji@n granting practices, and to make
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recommendations and findings regarding those mes#nd individual conduct. The Special Committee eonducted its own separate
review of the option granting practices during theure of the current executive management teamtivit assistance of its own separate
counsel and a forensic information technology ctimgufirm. As a result of the Equity Award Revieamd the independent investigation,
management has concluded, and the Board agreebgetineen 1998 and late 2003, incorrect measuredadas were used for non-cash
stock-based compensation expense and relatedfeetsefvith regard to past stock option grants. Sigadly:

* There was a lack of contemporaneous documentiiasertain stock option grants confirming thaoper approval occurred on the
indicated grant date

e The grant dates for twelve grants were seledted the documented approval of those options

« Allocations of options to individual employees &&ven broad-based grants to employees were deestsubsequent to the
documented approval of the grants by the Compeanms&ommittee

» Thirty-three grants made in connection with ergpient offers were made on grant dates precedingrtipdoyee’s hire date

The Equity Award Review also discovered the follogvfindings unrelated to changes in measuremeesdat

« Certain consultants and board advisors were ggastbck options under the Company’s incentiveksoption plan which allowed
only grants to employees

* Modifications were made to certain employee simgfions that were not accounted for in accordavite APB 25
* A misappropriation of options perpetrated by @mmnpany’s former stock option administrator

Substantially all of the findings relate to optigranted between 1998 through late 2003 with relataortization of stock-based
compensation expense impacting the years 1998ghr2005. Accordingly, the Company recorded additioron-cash stock-based
compensation expense, charges for unauthorizedrissuof common stock, deferred compensation aateretax effects and restated
previously filed financial statements for the yeansled December 31, 2004 and 2005 and consolidttgziments of operations and
consolidated balance sheet data for each of threyfmars in the period ended December 31, 2005y died in ‘Selected Consolidated Financ
Data” in Part Il, Item 6 of this Form 10-K. The Cpany also restated the stock-based compensati@nsgfootnote information calculated
under SFAS No, 123 and SFAS No. 148 under thealisck-only alternatives of those pronouncementthfyears 2004 and 2005 and for
interim periods of 2005. The restated footnoternmfation has been included in “Management’s Disausand Analysis of Financial
Condition and Results of Operations” as well athinConsolidated Financial Statements in Partdml15 of this Report. The Equity Award
Review did not identify any measurement date adjasts required under APB 25 for grants made sirme=Mber 2003, although it did find
minor administrative errors that have resultedimiterial adjustments aggregating approximately(BDfor the period from 2004 through
2006.

Details of the restatement and its underlying citstances are discussed in the Explanatory Notedidginning of this report and in
Note 2 of Notes to Consolidated Financial Stateseanttem 15 of this repor

After discussion with the Company’s external audit@garding varying accounting positions, a matexiljustment related to the
cancellation of stock options was recorded in 2@0donjunction with the restatement. Accordinglye determined that due to the material
adjustment and the fact that the duration of theksbption reviews precluded the Company from djlits financial information with the SEC
in a timely manner, a material weakness in ourrirgiecontrols and procedures exists as of
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December 31, 2006. From the period November 19@figfh October 2003, the Company did not consistdatlow option grant processes
and procedures nor did the Company have sufficgafggiguards in place to monitor its control practiegarding stock option pricing and
related financial reporting.

From 2004 through 2006 the Company implementedorgments to procedures, processes, and systemsvidgadditional safeguar
and greater internal control over financial repatprocesses including the stock option grantirdyadministration function in compliance
with the Sarbanes-Oxley Act (“SOX") and evolvingcaanting guidance. These improvements includeakaihot limited to:

« Animproved commitment to competency manifestgthle hiring of more experienced and senior exgewnd legal personnel to
replace certain members of former management

* Documenting and assessing the design and opgeffiectiveness of key internal controls over tteelks administration function

» Segregating certain responsibilities relatedgtiom granting and the execution of stock optioareise transactions

The establishment of processes and proceduirsresase communications between the stock adnatiist, human resources and
accounting functions

The addition of independent reviews and recoatidins of stock option activity separate from tteeck administration function

The establishment of a consistent, formalized@dare for stock option award procedures includimging the authority to approve
stock option grants

» Upgrading equity tracking software program anstem controls that support the processes
» Requiring training for those employees who wilthe Company’s equity tracking software program.
« Adopting a grant date policy whereby all stocki@p grants are to occur on the 15th of the moexicept in unusual circumstances

* Requiring that only an employee independent efsiock administration function be allowed to cominate stock option exercise
instructions to the Company’s transfer agent

In addition to the significant improvements implertesd between 2004 and 2006 discussed above, fiougdsusiness reasons, the
Company discontinued issuing stock option granis fasm of incentive compensation in lieu of otkquity-based incentives effective
January 2007.

The Company and the CompasyBoard intend to adopt other measures recommdndéte Special Committee to enhance the over
of the stock option granting and administrationdfiion, including:

« The Company’s Compensation Committee will apprawg future option grants during meetings rathenthy use of Unanimous
Written Consents

* Inthe event the Board determines in the futaredain use option grants as a form of incentivepensation, it will require the
development of an annual option granting plan grttbo granting matrix

e The Company will arrange more training for abb$k involved in the stock option granting processrthance awareness and
understanding of legal, tax and accounting impiocet

* The Company will continue to maintain the mogstent version of its option tracking software

* The Company’s non-officer stock option committé# be dissolved
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* Annually, one member of the Company’s Board waftend director training
1) Disclosure Controls and Procedures

We maintain disclosure controls and proceduresdieatesigned to ensure that information requindgktdisclosed in our reports
pursuant to the Securities Exchange Act of 1934mnaanded, (the “Exchange Act”) is recorded, praegssummarized and reported within
the time periods specified in the SEC'’s rules amths, and that such information is accumulatedamdmunicated to our management,
including our Principal Executive Officer and Piipal Financial Officer, as appropriate to allow fonely decisions regarding required
disclosure. Under the supervision of, and withghgicipation of, our management, including ounBipal Executive Officer and Principal
Financial Officer, we conducted an evaluation &f ¢ffectiveness of the design and operation ofi@alosure controls and procedures, (as
defined in Exchange Act Rule 13a-15(e) and Rule 15@)), as they existed on December 31, 2006ght bf material weaknesses in our
internal control over financial reporting as of Batber 31, 2006 and the fact that this Annual Repofform 10-K was not filed within the
time limits prescribed by the Exchange Act, ounBipal Executive Officer and our Principal Financ¥ficer concluded that our disclosure
controls and procedures were not effective at somable level as of December 31, 2006.

2) Management’'s Report on Internal Control Cri@ancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gorting, as such term is defin
in Exchange Act Rules 13a-15(f) and 15d-15(f). Urttle supervision and with the participation of ouanagement, including our Principal
Executive Officer and Principal Financial Officere conducted an evaluation of the effectivenessuointernal control over financial
reporting based on the frameworkiimernal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatidribe
Treadway Commission (COSO Framework). Based oretlafuation, our management identified materialkmeases in our internal control
over financial reporting as of December 31, 2006escribed below. A material weakness is a coulgfitiency, or combination of control
deficiencies, that results in more than a reméiiood that a material misstatement of the annuaiterim financial statements will not be
prevented or detected.

In connection with the results of the stock optiemiew discussed in “Stock Option Grant Practicesi®v and Restatement” above the
Company has restated our previously filed finansiatements for the years ended December 31, 2@D2Q05 and consolidated statements
of operations and consolidated balance sheet da&ath of the four years in the period ended Déeer@l, 2005, included in “Selected
Consolidated Financial Data” in Part Il, Item 6étlois Form 10-K. The Company also restated the sbased compensation expense footnote
information calculated under SFAS No. 123 and SR&S148 under the disclosure-only alternativeshobe pronouncements for the years
2004 and 2005 and for interim periods of 2005. Buthe duration of the stock option review thatglwded the Company from filing its
financial information with the SEC in a timely marand after consultation with the Company’s exdeauditors regarding varying
accounting positions a material adjustment wasrdszbin 2001 to revise the accounting treatmeiatedlto the cancellation of certain stock
options.

In addition, as of December 31, 2006 after consahawith the Company’s external auditors, the Camprecorded a material
adjustment to reduce the valuation of deferredatsets to reflect the impact of recent events erCthmpany’s business.

The foregoing identified deficiencies constitutetengl weaknesses in the Compamnyiternal control structure as of December 3162

Conclusion

Our management has discussed the material weakndsseribed above with our audit committee. Becafiieese material weakness
management has concluded that our Company did aitam
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effective internal control over financial reporting of December 31, 2006, based on the COSO Frarkewo

Our independent registered public accounting fi@drgnt Thornton LLP, has issued an attestation tepoour assessment of internal
control over financial reporting. The report on thalit of internal control over financial reportingpears below in Iltem 9A(5).

On October 2, 2006, we completed the acquisitioMBfC and as permitted by SEC guidance, we exclfied our assessment of the
effectiveness of our internal control over finahceporting as of December 31, 2006, the interoakiml over financial reporting of this enti
Total assets related to MRC of $86.5 million aneereie for the period from the date of acquisit@ecember 31, 2006 of $17.2 million are
included in our consolidated financial statemestsfaand for the year ended December 31, 2006.

3) Inherent Limitations Over Internal Controls

A control system, no matter how well designed aperated, can provide only reasonable, not absastejrance that the objectives of
the control system are met. Further, the designauntrol system must reflect the fact that theeeresource constraints, and that the benefits
of controls must be considered relative to thegteoDue to the inherent limitations in all consgstems, no evaluation of controls can
provide absolute assurance that all control issresrs and instances of fraud, if any, within @@mpany have been or will be detected.

4)  Changes in Internal Control Over FinanciapBrting

We continue to integrate MRE€historical internal controls over financial refiag into our own internal controls over financiaporting
This integration may lead to our making changesuin or MRC'’s historical internal controls overdincial reporting in future fiscal periods.

The Principal Executive Officer and Principal Fing Officer have concluded that, other than thec#fiz changes identified in this Ite
9A, there have been no changes to our internataomier financial reporting (as defined in Rul&a115(f) under the Exchange Act) during
the fourth quarter of fiscal 2006 that have matkraffected, or are reasonably likely to matesiaffect, our internal control over financial
reporting.

5) Report of Independent Registered Public Aotiag Firm

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Board of Directors and Stockholders
Wireless Facilities, Inc.

We have audited management’s assessment, inclndkd accompanying “Management’s Report on Inte@uadtrol Over Financial
Reporting,” that Wireless Facilities, Inc. and sidiaries (the Company) did not maintain effeciivernal control over financial reporting as
of December 31, 2006, because of the effect ofrthterial weaknesses identified in management’ssassent based on criteria established in
Internal Control—Integrated Framework issued byGloenmittee of Sponsoring Organizations of the TweadCommission (COSO).
Wireless Facilities, Incs' management is responsible for maintaining effedtiternal control over financial reporting and its assessment
the effectiveness of internal control over finahecggporting. Our responsibility is to express aimgm on management’'s assessment and an
opinion on the effectiveness of the Company’s maécontrol over financial reporting based on cunia

We conducted our audit in accordance with the stadwdof the Public Company Accounting OversightriBq&nited States). Those stande
require that we plan and perform the audit to abtaasonable
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assurance about whether effective internal contrel financial reporting was maintained in all milerespects. Our audit included obtain
an understanding of internal control over finanogdorting, evaluating management’s assessmetihgesd evaluating the design and
operating effectiveness of internal control, andgrening such other procedures as we considereessacy in the circumstances. We believe
that our audit provides a reasonable basis foopinions.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegenerally accepted accounting
principles. A company’s internal control over firgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézgbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

A material weakness is a control deficiency, or boration of control deficiencies, that results iomathan a remote likelihood that a mate
misstatement of the annual or interim financiatesteents will not be prevented or detected. Th@Walhg material weaknesses have been
identified and included in management’s assessawof December 31, 2006:

The Company’s financial statements for the yeadedrbecember 31, 2005 and earlier were restatetbdusecorded non-cash equity-
based compensation charges associated with the @wyrspequity incentive plans. The stock option graatpices review extended fo
significant period of time and precluded the Comypfram filing its financial information with the Sarities and Exchange Commission
(“SEC”) in a timely manner. The Company recordedaterial adjustment to account for cancellatiostotk options in 2001 after
discussion with its external auditors regardingyiray accounting positions. The Company also rembadeaterial adjustment to its net
deferred tax assets after discussion with its atalifThe foregoing identified deficiencies conséitmaterial weaknesses in the
Company’s internal control structure as of Decen#dgr2006.

These material weaknesses were considered in detegnthe nature, timing, and extent of audit tegiplied in our audit of the 2006
consolidated financial statements, and this regioes not affect our report dated September 10,,200ich expressed an unqualified opinion
on those financial statements.

As indicated in the accompanying Management’s Repointernal Control Over Financial Reporting, rageament’s assessment of and
conclusion on the effectiveness of internal contradr financial reporting excluded Madison Resedaorporation (MRC), an entity that was
acquired during 2006. This entity represented apprately 5% of consolidated revenues and 18% ail tdsets at December 31, 2006. Our
audit of internal control over financial reportinWireless Facilities, Inc. also did not includeevaluation of the internal control over
financial reporting of MRC.

In our opinion, managemestassessment that Wireless Facilities, Inc. andidiabies did not maintain effective internal cahiver financia
reporting as of December 31, 2006, is fairly state@ll material respects, based on criteria distadd in Internal Control—Integrated
Framework issued by COS@\lso in our opinion, because of the effect of thatenial weaknesses described above on the achieveine
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objectives of the control criteria, Wireless Fdih, Inc. and subsidiaries has not maintainectgfe internal control over financial reporting
as of December 31, 2006, based on criteria estedalig) Internal Control—Integrated Framework issbhgdOSO.

/sl GRANT THORNTON
LLP

Los Angeles, Californii
September 10, 20(

ltem 9b.  Other Information

None

PART Il
Item 10. Directors, Executive Officers and Corporate Govente
Directors

Our Directors are each elected annually, the naages and years in which each became a Direct@earferth in the following table
and biographical information of each Director isfeeth following the table:

Year in V\/_hich
Name Age Became Director
Scott . Anderson 49 1997
Bandel L. Caran 45 2001
Eric M. DeMarca 44 2005
William A. Hoglund 53 2001
Scot B. Jarvi 46 1997

Scott I. Anderson49, has been one of our Directors since Febrl@®y. Since 1997, Mr. Anderson has been a prinap@ledar Grove
Partners, LLC, an investment and advisory concgince 1998, Mr. Anderson has also been a princip@edar Grove Investments, LLC, a
private seed capital firm. Mr. Anderson was with@4ev Cellular/AT&T Wireless, most recently as Seniace President of the Acquisitions
and Development group. Mr. Anderson serves on tiaedof directors of SunCom Wireless, minfo, Intd &otVoice, Inc. He is also an
observer on the board of directors of Telephia, &mzl Tigerstripe, Inc. Mr. Anderson is a membethefcontrol groups of Von Donop Inlet
PCS, LLC and LCW Wireless, LLC, both wireless liseas. He holds a B.A. in History from the Universit Washington, Magna Cum
Laude, and a J.D. from the University of Washindtew School, with highest honors.

Bandel L. Caranq 45, was originally one of our Directors from Awsgd 998 to June 2001, and re-joined our Board itokzs 2001.
Since 1987, he has been a general partner of Qaktinent Partners, a multi-stage venture capital fMr. Carano also serves on the
Investment Advisory Board of the Stanford Enginegienture Fund, the board of directors of Airspeatworks, Inc., FiberTower
Corporation, the Supervisory Board of Tele Atla¥ Nand the board of directors of numerous privat@ganies, including Airgo Networks,
nLight Photonics, Tensilica and Visto Corporatibtr. Carano holds a B.S. and an M.S. in ElectriaadiBeering from Stanford University.
Mr. Carano was nominated and elected as one dbactors pursuant to the terms of a purchase aggereamong the Company and certain
of its stockholders in connection with the saleéhaf Company’s Series A convertible preferred sindRctober 2001.

Eric M. DeMarco, 44, joined the Company in November 2003 as Peesidnd Chief Operating Officer. Mr. DeMarco wapaipted a
Director and assumed the role of Chief Executiviéc®rf effective
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April 1, 2004. Prior to coming to the Company, NeMarco most recently served as President and Clpefating Officer of The Titan
Corporation (“Titan”), a Delaware corporation. Rrio his being named President and Chief Operadiffiger, Mr. DeMarco served as
Executive Vice President and Chief Financial OffioeTitan. Prior to joining Titan, Mr. DeMarco sexd in a variety of public accounting
positions primarily focusing on large multinatiormairporations and publicly traded companies. MiMReco holds a Bachelor of Science,
Business Administration and Finance, Summa Cum &afudm the University of New Hampshire.

William A. Hoglund 53, has been one of our Directors since Febr2@®i. Mr. Hoglund is also a member of Safeboatsriational,
LLC. From 1996 to 2000 Mr. Hoglund served as theeMPresident and Chief Financial Officer of EagileR LLC, a private investment
company. During his tenure at Eagle River, Mr. Hiogl was also a director of Nextel Communications, &nd Nextlink
Communications, Inc. Mr. Hoglund holds a B.A. in hdd@ement Science and German Literature from Dukedisity and an MBA from the
University of Chicago.

Scot B. Jarvis 46, joined our Board in February 1997. Mr. Janasfounded Cedar Grove Partners, LLC in 1997 naestment and
consulting/advisory partnership, and currenthftssmanaging member. Prior to co-founding Cedar €rdir. Jarvis served as a senior
executive of Eagle River, Inc., a McCaw investnfant. While at Eagle River he founded Nextlink Comnnications on behalf of McCaw a
served as its president. He also served as a @giossident for Nextel Communications. From 1988994, Mr. Jarvis served in several
executive capacities at McCaw Cellular Communicetiop until it was sold to AT&T. Mr. Jarvis servas the corporate boards of Cantata
Technology, Inc., Wavelink Corporation, Visto Corgtion, SkyPipeline, Slingshot Sports and Ultrataudr. Jarvis holds a B.A. in Business
Administration from the University of Washington.

Nominations for Directors
Nominating Committe

Effective September 5, 2007, the Board determihatla standing nominating and corporate governeoganittee of the Board is not
necessary given the relatively small size of then@any’s Board and management team, limited scopp@fations and simplicity of the
Company’s business. In accordance with NASD MartkegmRule 4200(a)(15), only the members of our Baeno qualify as “independent
directors” will now perform the functions of themaating committee.

The independent members of our Board are respenfsibkcreening potential director candidates asdmmending qualified candida
to the full Board for nomination. The independermiers of the Board will consider and evaluateraspmmendation for director nomine
proposed by a stockholder who (i) has continuobsld at least 1% of the outstanding shares of tiraany’s common stock entitled to vote
at the annual meeting of stockholders for at leastyear by the date the stockholder makes thermmemdation and (ii) undertakes to
continue to hold the common stock through the datee meeting. In order to be evaluated in corinaeavith the Company’s established
procedures for evaluating potential director norafmeny recommendation for director nominee subthityy a qualifying stockholder must
received by the Company no later than 120 days pithe anniversary of the date proxy statememi®unailed to stockholders in
connection with the prior year’'s annual meetingtotkholders. Any stockholder recommendation foeator nominee must be submitted to
the Corporate Secretary in writing at 4810 Eastlyt#h, San Diego, California 92121 and must contaim following information:

» A statement by the stockholder that he/she ihthéer of at least 1% of the Company’s commonlsto that the stock has been
held for at least a year prior to the date of thiensission and that the stockholder will continuéddd the shares through the date of
the annual meeting of stockholders;
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« The candidate’s nhame, age, contact informati@hcamrent principal occupation or employment;

* A description of the candidate’s qualificatiomsldusiness experience during, at a minimum, ttefilee years, including his/her
principal occupation and employment and the nandepaimcipal business of any corporation or othganization in which the
candidate was employed;

* The candidate’s resume; and
* Three references.

The goal of our Board is to assemble a board efcttirs that brings a variety of perspectives aiiltbslerived from high quality busine
and professional experience to the Company. Ingdeim independent members of the Board also canséatelidates with appropriate non-
business backgrounds.

Other than the foregoing, there are no stated minirariteria for director nominees. However, thesipendent members of the Board
may also consider such other factors as they mesndee in the Company'’s best interests and thatio$tockholders. The independent
members of the Board do, however, recognize thdéuapplicable regulatory requirements at leastrember of the Board must meet the
criteria for an “audit committee financial expeas defined by SEC rules, and that at least a ntyajofithe members of the Board must meet
the definition of “independent director” under NASIarketplace Rules or the listing standards of atimer applicable self regulatory
organization. The independent members of the Baalbelieve it to be appropriate for certain kegnmbers of the Company’s management
to participate as members of the Board.

The independent members of the Board identify nessrby first evaluating the current members oBibard willing to continue to
serve. Current members of the Board with skills exjlerience that are relevant to the Company’siessiand who are willing to continue in
service are considered for nemination, balancing the value of continuity ofvéee by existing members of the Board with thabbfaining ¢
new perspective. If any member of the Board upgdeglection at an upcoming annual meeting of stolddrs does not wish to continue in
service, the independent members of the Boardifgleht desired skills and experience of a new m@miin light of the criteria above. All of
the members of the Board will be polled for sugigest as to individuals meeting the criteria for moation to the Board. Research may also
be performed to identify qualified individuals.tife independent members of the Board believe ligaBbard requires additional candidates
for nomination, the independent members of the 8oaay explore alternative sources for identifyinglitional candidates. This may include
engaging, as appropriate, a third party searchtfirassist in identifying qualified candidates.

All Directors and director nominees will submit@ngpleted form of directors’ and officers’ questiaine as part of the nominating
process. The process may also include interviewdsadditional background and reference checks farinoumbent nominees, at the
discretion of the independent members of the Board.

Code of Ethics

Our Board has adopted a Code of Ethics that apigiali of our Directors, officers and employeebeTCode of Ethics is available for
review on our website at www.wfinet.com; the Codi&thics is also available in print, without charteany stockholder who requests a ¢
by writing to us at Wireless Facilities, Inc., 48&8stgate Mall, San Diego, California, 92121, Atitem Investor Relations. Each of our
Directors, officers, including our Chief Executi@dficer, Chief Financial Officer and Corporate Catfier, and all of our other principal
executive officers and employees is required téab@liar with the Code of Ethics and to certify cpiiance annually. There have not been
any waivers of the Code of Ethics relating to ahgur executive officers or Directors in the pasay:.
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Audit Committee

Our Board has a separately designated standing Sadimittee that has been established in accordaitkesection 3(a)58(A) of the
Exchange Act. Our Audit Committee consists of Mes8inderson (Chairperson), Hoglund and Jarvis. Baard of Directors has
affirmatively determined that each member of thelifCommittee is independent under NASD MarketplBoée 4200(a)(15), and meets all
other qualifications under NASD Marketplace Rul®&@@l)(2), the Sarbanes-Oxley Act of 2002 and applie rules of the SEC. Our Board
has also affirmatively determined that Mr. Hoglungilifies as an “audit committee financial expexd’such term is defined in Regulation S-
K of the Securities Act of 1933.

Management

Our executive officers and their respective posgiare set forth in the following table. Biogragimformation of each executive offic
who is not also a Director is set forth followirtettable. There are no family relationships betwagnDirector or executive officer and any
our other Directors or executive officers. Execatofficers serve at the discretion of our Board.

Executive Officers

Year in Which
He/She
Name Position Age Became Officer
Eric M. DeMarco Chief Executive Officer and Preside 44 2003
James R. Edwarc Senior Vice President, General Counsel and Segr 56 2004
Deanna H. Lunt Senior Vice President and Chief Financial Offi 39 2004
D. Robin Mickle President, WFI Government Services, | 52 2006

The term of office of each executive officer isilihis or her respective successor is elected asdken qualified, or until his or her

earlier death, resignation or removal. Historicathe Board has elected officers annually at it fneeting following the Annual Meeting of
Stockholders.

Mr. DeMarco’s biographical information is includedth those of the other members of our Board.

Mr. Edwardshas been our Senior Vice President, General CoanseSecretary since April 2004. Prior to joinihg Company,
Mr. Edwards most recently served as Senior LegahGel for Qualcomm Incorporated working with Quaten’s Global Development
Group and Ventures Group. Prior to joining Qualcgrivn Edwards served as Vice President, Generah€zlland Secretary of Wireless
Knowledge, Inc., a Qualcomm subsidiary; Vice PrestdGeneral Counsel and Secretary of Vapotrohics, a developer of medical device
technologies; Vice President, General Counsel audefary of General Atomics, an energy and defeos&ractor focused on advanced
technology Research and Development; and Genetaiséband Secretary of Logicon, Inc., a defenséraotor. Mr. Edwards has been a
member of the board of directors of IWT Tesoro @oapion since 2002. Mr. Edwards is a graduate @fuhiversity of San Diego, School of
Law, where he received his Juris Doctorate, andadbrado State University, where he received hishBéor of Science Degree in
Psychology, Cum Laude.

Ms. Lundhas been our Senior Vice President and Chief Fiab@dficer since April 2004. Prior to joining tH@ompany, Ms. Lund most
recently served as Vice President of The Titan Gaion from July 1998 and Titan's Corporate Coltdérdrom December 1996. Ms. Lund
was also Titan’s Corporate Manager of Operationalysis from 1993 to 1996. Prior thereto, Ms. Lunatked for Arthur Andersen LLP.
Ms. Lund received her bachelor's degree in accogrftiom San Diego State University, magna cum laadd is a Certified Public
Accountant.
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Mr. Mickle became one of our executive officers concurrert witr acquisition of MRC on October 2, 2006 and thesn President of
our wholly-owned subsidiary WFI Government Servidas. and our Government Network Services segrsi@ice December 2005. Mr.
Mickle joined the Company in January 2005 as a piesident in our Government Network Services segmerior thereto, Mr. Mickle had
been Vice President of the Fleet Systems Enging@&usiness Unit at Northrop Grumman Mission Systeimse June 1996. From January
1994 to June 1996, Mr. Mickle had been an ExecWlaaeager of Naval Engineering Services, Westernr@jmns. Mr. Mickle is a retired
Captain of the U.S. Naval Reserve and served ittBe Navy from 1977 to 1983. Mr. Mickle is a guatle of the U.S. Naval Academy and
received an MBA in Management Science from San @®@gte University.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of41@8e “1934 Act”) requires our Directors and tixeeutive officers, and persons who
own more than ten percent of a registered classioéquity securities (the “Reporting Persons”jlowith the SEC initial reports of
ownership and reports of changes in ownership otommon stock and other equity securities. Addaity, the Reporting Persons are
required by SEC regulation to furnish WFI with aepiof all such Section 16(a) forms they file.

To the best of our knowledge and based solely upwmeview of the copies of such reports furnisteeds for the year ended December
31, 2006, and the information provided to us byReporting Persons, we believe that the Reportargdhs complied with Section 16(a),
except for Messrs. Alipanah and Mickle both of whdich not timely file reportable transactions onRer3 upon becoming subject to Section
16(a). Mr. Mickle has filed a Form 3 concurrenthwihe filing of this Annual Report on Form 10-Kdaklr. Alipanah is no longer subject to
Section 16(a) due to the termination of his empleghwith the Company on June 1, 2007.
ltem 11. Executive Compensation
Compensation Discussion and Analysis
Overview

This compensation discussion and analysis expthmsnaterial elements of the compensation awamegharned by, or paid to each of
our executive officers who served as our namedwikecofficers during the last completed fiscal yea
Compensation Program Objectives and Philosophy

The Compensation Committee (for purposes of thidyars, the “Committee”) of our Board currently osees the design and
administration of our executive compensation prograhe Committee’s primary objectives in structgramd administering our executive
officer compensation program are to:

 attract, motivate and retain talented and dedicaxedutive officers;
 tie annual and long-term cash and stock incentiveshievement of measurable corporate and indiigerformance objectives;
« reward individual performance; and

 reinforce business strategies and objectives foamced stockholder value.
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To achieve these goals, the Committee maintaingeasation plans that tie a portion of executivegrall compensation to key short-
term and long-term objectives. Short-term objecti@ee measured by metrics such as operating ineagheperating income margin, net
earnings and net earnings margin. Long-term objestinclude the timely development of new serviiferings, enhancements and
improvements to existing service offerings, ideodifion of key markets for our services, developtaam execution of plans to address
identified market opportunities, adequate contraraand efficient use of our assets, and share pppreciation. The Committee evaluates
individual executive performance with a goal otisgt compensation at levels the Committee beli@rescomparable with those of executi
at other companies of similar size and stage oftirowhile taking into account our relative perf@nce and our own strategic goals.

The principal elements of our current executive pensation program are base salary, annual caslslaovards, long-term equity
incentives in the form of restricted stock unitglederred compensation plan, other benefits anguigtes, post-termination severance and
accelerated vesting of previously granted stocloaptupon termination and/or a change in controk. @her benefits and perquisites consist
of life and health insurance benefits and a quali#01(k) savings plan equivalent to those offéoeall employees.

We view these components of compensation as retatedistinct. Although the Committee does revietak compensation, we do not
believe that significant compensation derived frmme component of compensation should negate cetaftenpensation from other
components. We determine the appropriate leveddch compensation component based in part, bixehisively, on competitive
benchmarking consistent with our recruiting anémébn goals, our view of internal equity and csteicy, and other considerations we d
relevant, such as rewarding extraordinary perfocean

Determination of Compensation Awal

The Committee has historically performed at leastually a strategic review of our executive off&&aompensation to determine
whether they provide adequate incentives and mtiivdo our executive officers and whether theycaddely compensate our executive
officers relative to comparable officers in othinitarly situated companies. The Committeelost recent review occurred in December 2

The Committee meetings typically have included,dbor a portion of each meeting, not only the @aittee members but also our chief
executive officer, chief financial officer and gealecounsel. For compensation decisions relatingxerutive officers other than our chief
executive officer, the Committee typically conssleecommendations from our chief executive offitghen determining compensation for
our chief executive officer, the Committee takes imccount, but does not rely upon, the recomméntaf our chief executive officer.
Compensation for the chief executive officer hasrbeéetermined by discussion among and action byn#rabers of the Committee acting in
consultation with the other independent membemuoBoard and market data obtained on behalf oCiiamittee.

It is our policy generally to qualify compensatioaid to executive officers for deductibility undgection 162(m) of the Internal Revel
Code. Section 162(m) generally prohibits us fromduibing the compensation of officers that exceedd8@,000 unless that compensation is
based on the achievement of objective performaneésgWe believe that our 1999 and 2005 Equityritiee Plans (collectively, the “Equity
Plans”) are structured to qualify stock optionstrieted share and stock unit awards under suclityfEglans as performance-based
compensation and to maximize the tax deductibdftguch awards. However, we reserve the discrétigray compensation to our officers
that may not be deductible.
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Benchmarking of Compensati

The Committee believes it is important when makiagompensatiomelated decisions to be informed as to currenttjpes of similarly
situated companies. As a result, the Committeevevihird-party surveys and other information aifiel from public sources for executive
officers at peer companies. The Committee alsavesehe recommendation of our chief executiveceffion compensation for other
executive officers. Historically, the Committee lebed only to a limited extent upon third pargnsultants to advise the Committee on
compensation matters. In determining the compemsati our executive officers for 2006, the Comnatteviewed surveys and other third
party information, as well information collectedrin other public sources, regarding the compensétioexecutive officers at our peer
companies. While benchmarking may not always begpiate as a stand-alone tool for setting comp@nsdue to the aspects of our
business and objectives that may be unique to egiemerally believe that gathering this informai®an important part of our compensation-
related decision-making process.

Base Compensatic

We provide our named executive officers and otlecatives with base salaries that we believe enabte hire and retain individuals
a competitive environment and to reward individoaiformance and contribution to our overall bussngsals, while taking into account the
unique circumstances of our company. We review bakwies for our named executive officers annuallg increases, if any, are based on
the executive’s success in contributing to our stemm and longerm objectives as well as unique challenges fageour Company. We als
take into account the base compensation that ialp@ypy companies that we believe to be our cotguetand by other public companies v
which we believe we generally compete for execstimeour market and geography. The base salaryroluef executive officer is reviewed
and recommended by the Committee acting in coniitavith the other independent members of our Boar

In March 2006, the Committee applied the princighdscribed above and increased Mr. DeMarco’s talaeysby 33% to $400,000,
effective as of April 1, 2006. The Committee coesatl, among other things, Mr. DeMarco’s effectiwnia dealing with the challenges
faced by our Company and in transitioning the bessraway from the declining business segmentsCohamittee reviewed similar
considerations for each of the other named exeesitand in March 2006 increased Ms. Lund’s anralahg by 22.2% to $275,000 and
Mr. Edwards’ annual salary by 11.6% to $240,00@hledfective as of April 1, 2006.

Annual Cash Bonus Awari

In addition to base salary, we provide executifecefs and other key managers the opportunity ¢eive incentive compensation in the
form of annual discretionary bonuses of cash baped the achievement of certain individual and canypperformance objectives during
fiscal year. Target cash bonus awards are basedaipercentage of the executive’s salary, and &jfgicange from 25% to 100% of the
executive officer’s salary. In determining the agypiate level of target bonus for each officer, @@mmittee considers the recommendation
of the chief executive officer, information proviithrough independent, third-party surveys andrdtifermation collected from public
sources for similar positions at peer companieslddiour bonus plan, each executive typically reze®0% of his or her target bonus amount
if the executive achieves specific individualizgukmational objectives and the other 50% if our @ per share meet a specific target foi
fiscal year. If our earnings per share fall withigertain specified range (with the target earnpaysshare at the high end of the range), then
the executive would typically receive a pro ratecpatage of their bonus target based on lineargotation between the bottom and top of
range. Typically, the executive would not receing af the company performance-based portion ofdhget bonus if earnings per share fall
below the bottom of the range.
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The Committee retains wide discretion to interpietterms of the cash bonus plan and to identd#yetttent to which an individual’s
performance objectives have been met in any pé#atifiscal year. The Committee also retains thatrig exclude extraordinary charges or
other special circumstances in determining whetieiobjectives were met during any particular fisesr and may decide to grant 100% of
the targeted cash bonus award even if the Compaayfgngs per share do not fall within the spedifienge, based upon an evaluation of
business conditions and industry trends. In additiee Committee may approve cash bonuses outbitie cash bonus plan. For example,
Committee may approve bonus awards in connectitihavi executive officer’s efforts and accomplishteenith respect to our strategic
initiatives and milestones, and such bonus awawmsawerlap with or be in addition to bonus awardder the cash bonus plan.

For fiscal 2006 only Messrs. Mickle and Alipanabai®ed awards under the cash bonus plan. For #88, Messrs. Mickle and
Alipanah received 100% of their target bonusegedlto individualized operational objectives, ettemugh the company did not achieve
earnings per share within the targeted range. Sgedby, Mr. Mickle received $51,250, or 25% of Hiase salary, and Mr. Alipanah received
$50,000, or 25% of his base salary. In determittiag Messrs. Mickle and Alipanah were entitlediese awards, the Committee considered
each executive officer’s efforts in addressinggiumificant challenges that the Company faced dufiscal 2006. For fiscal 2006, the chief
executive officer, not the Committee set the indiislized operational objectives, earnings per staagets and other Company financial
performance targets with respect to the cash bawasds to Messrs. Mickle and Alipanah. However,Gloenmittee evaluated whether
Messrs. Mickle and Alipanah achieved their indidtized performance objectives and approved the paywf their bonuses under the cash
bonus plan.

For fiscal 2006, in early 2007, Messrs. DeMarco Bddards and Ms. Lund received discretionary castubes outside of the cash
bonus plan as follows: Mr. DeMarco received $200,@% 50% of his base salary, Ms. Lund received 3&82or 30% of her base salary, and
Mr. Edwards received $72,000, or 30% of his batargan awarding these bonuses, the Committeeidered each executive officer’s
efforts in addressing the significant challenged the Company faced during fiscal 2006, especallyelated to the industry dynamics of the
Wireless Network Segment and the need to retaih eaecutive officer during fiscal 2007 as the Comypeontinues to undergo significant
changes.

In the first quarter of 2007, the Committee worketh senior management to establish the annua¢tdrgnus amounts and performance
objectives under the bonus plan. For fiscal 20@¢hexecutive officer’s target bonus under the bgan will be a specified percentage of
the executive officer’'s base salary, and will rafrgen 30% to 100% of an individual's base salary.

Cash awards made to executive officers for fisealr\2006 are reflected in column (g) of the Fidtedr 2006 Summary Compensation
Table.

Equity Compensatio

We believe that equity ownership by our executiffeers provides important incentives to make diecis and take actions that
maximize long-term stockholder value. The Committeeelops its equity award determinations baseitsgndgments as to whether the
complete compensation packages provided to oumdixes, including prior equity awards, provide stiffint incentive to build stockholder
value and align the interests or executive offiseith our stockholders, and are sufficient to netanotivate and adequately award each of our
executives. This judgment is based in part on m&ion provided by reviewing the equity compensapactices of companies that we
believe to be our competitors and by other puldimpanies with which we believe we generally competexecutives.

We grant equity compensation to our executive efiand other employees under our Equity Planst Mgl grants currently vest
over a four year period from the date of granthw#%% vesting on the first anniversary of the adtgrant and the balance vesting monthly
over a three year period. Subsequent
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option grants to employees with over one year pfise vest on a monthly basis over a four yearqeerOur stock options have a 10-year
contractual term. Beginning on January 1, 2006began accounting for stock-based payments in aanoedwith the requirements of FASB
Statement 123R. In addition, as of January 1, 260i7employees, including our executive officers, able to purchase shares of our stock
under our 1999 Employee Stock Purchase Plan.

The Committee reviews and approves all grants n@ader officers under the Equity Plans and in catioa with the initial hiring,
promotions, extraordinary achievements or compé@rsadjustments. In addition to these factorssike and timing of grants are generally
subject to policies established by the Committegreing the position of the grantee within our camy the overall number of options
actually granted to the optionee in the past arcettient of vesting of prior grants. In generag, diption grants are also subject to post-
termination and change in control provisions. Ntans were granted to our executive officers dufiegal 2006.

On December 28, 2006, our Board approved the aatiele of vesting of all unvested options to pusshahares of our common stock
issued prior to June 30, 2006 held by our emplogeesDirectors under our 1999 Equity Incentive Riad our 2000 Nonqualified Stock
Option Plan. The acceleration was effective as@dddnber 29, 2006. All affected options had exengig®s in excess of then-current market
values. Holders were given the election to dedlireeacceleration of the options if such accelenatvould have had the effect of changing the
status of the option for federal income tax purgdsem an incentive stock option to a non-qualifsock option. Options to purchase
approximately 2.1 million shares of common stockensgubject to the acceleration. Of this amount,exacutive officers held options to
purchase 582,000 shares at a weighted averagdasexprice of $5.72 per share.

In January 2007, for various business reasons.energlly discontinued the use of stock options fasra of equity compensation and
instead began to issue restricted stock unitsloniged basis.

Consistent with its belief that equity ownershipday executive officers provides important inceetito make decisions and take acti
that maximize long-term stockholder value, on Jayn38, 2007, the Committee granted Restricted Stémik awards to named executive
officers as follows:

» Eric M. DeMarco: 987,500 shares

» Deanna Lund: 200,000 shares

» James R. Edwards: 170,000 shares
* D. Robin Mickle: 75,000 shares

» Dariush G. Alipanah: 100,000 shares

Further, in view of the significant challenges faxthe Company, on March 26, 2007, the Committaatgd Restricted Stock Unit
awards as a retention tool as follows:

* Eric M. DeMarco: 493,750 shares
¢ Deanna Lund: 100,000 shares
+ James R. Edwards: 85,000 shares

Deferred Compensation Ple

We provide our executive officers and other eligibighly compensated employees with the opportunityefer up to 80% of their cash
compensation derived from base salary, bonus aveardi®r commissions pursuant to our Nonqualifieered Compensation Plan
(“Deferred Compensation Plan”). The deferrals reda@articipant’s current taxable income and allogvparticipant to accumulate savings
on a tax deferred basis. In addition, we may, insmle and absolute discretion, make annual
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discretionary contributions, including matching trdsutions, to the Deferred Compensation Plan. & gdwe have not made any such
contributions. Deferrals and contributions (if dpable) are adjusted for gain or loss based opénrmance of one or more investment
options selected by the participant from amongstwent funds chosen by a committee appointed bZtmemittee to administer the
Deferred Compensation Plan. Generally, all distidns under the Deferred Compensation Plan wilidaele in a single lump sum, although
participants that terminated their employment essalt of retirement may elect to receive distiidg in annual installments.

Executive Benefits and Perquisi

All of our executives are eligible to participatedur employee benefit plans, including medicahtdk life insurance and 401(k) plans.
These plans are available to all salaried emplogadsio not discriminate in favor of executive odfis. It is generally our policy not to extt
significant perquisites to our executives thatraotavailable to our employees generally. We haveurrent plans to make changes to levels
of benefits and perquisites provided to executives.

Change in Control and Severance Benefits

Pursuant to an employment agreement with Mr. DeMara change in control agreements with our otkecwive officers, we provide
these officers the opportunity to receive additiammnpensation and benefits in the event of seweran change in control. Our severance
change in control provisions are summarized befoEmployment Agreements; Potential Payments Upemilnation or Change in
Control”. Our analysis indicates that our severaaug change in control provisions are consistetit thie provisions and benefit levels of
other companies disclosing such provisions as tegan public SEC filings. We believe our arrangeaisenith our executive officers are
reasonable.

2006 SUMMARY COMPENSATION TABLE

Annual Compensation $ (Dollars)

(a) (b) (©) (d) 0 @) (h) (®

Non-Equity
Option Incentive Plan All Other Total
Salary Bonus Award(s) Compensation Compensation Compensation

Name and Principal Position Year ($) ($)(1) ($)(2) ($)(3) (%)
Eric M. DeMarco 200€ 373,46t 200,00 1,988,38! — 12,75C (4) 2,574,60(

President and Chief Executiv

Officer
Deanna Lund 200€ 261,767 82,50C 550,71¢ — — 894,98:

Senior Vice President and
Chief Financial Office
James R. Edwards 200€ 234,21f 72,00C 467,183 — 773,40:
Senior Vice President, Gener
Counsel and Secreta

D. Robin Mickle 200€ 206,05¢ 470,38 51,25( — 727,68¢
President, WFI Government
Services, Inc

Dariush G. Alipanah(5) 200€ 196,36¢ 303,68¢ 50,00( — 550,04¢

Former Vice President, WNS
Engineering Services Divisic

(1) Represents discretionary cash bonus by the Conentdtaamed executive officers earned in 2006 amtlip22007 as described in further detail above.
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@)

®)

4)
®)

The amounts shown in column (f) represent the cowgon costs of stock options for financial repgripurposes for fiscal year 2006 under FAS 123
(R), rather than an amount paid to or realizedneyrtamed executive officer. The FAS 123(R) valuefdale grant date for the stock option grants is
spread over the number of months of service reduoethe grant to become non-forfeitable. Compgoasaosts shown in column (f) reflect ratable
amounts expensed for grants that were made in fisal years and with respect to which the exerpisce of the subject stock option grants are abov
current market values. There can be no assuraatéhthFAS 123(R) amounts will ever by realizedHxy named executive officers.

Represents bonus under the cash bonus plan to rexeedtive officers earned in 2006 and paid in 2@0ihual cash bonus awards under the cash
bonus plan are typically paid based on the achiemtwf certain individual and Company performanbgctives approved by the Committee as
described in further detail above. For fiscal 2006, chief executive officer, not the Committeetedmined individualized and Company performance
objectives for Messrs. Mickle’s and Alipanah’s casimus awards. However, the Committee evaluatedheh&lessrs. Mickle and Alipanah achieved
their individualized performance objectives andrappd the payment of their bonuses under the castisplan.

Represents the taxable income attributable to MiM&rco for his use of a Company automobile in figear 2006.
Effective June 1, 2007, Mr. Alipanah’s employmeiittvthe Company was terminated in connection with€ompany'’s sale of all of the assets of its
Engineering Division.

GRANTS OF PLAN-BASED AWARDS

(a) (b) (d) (e)
Estimated Future Payouts

Under Non-Equity
Incentive Plan Awards(1)

Name Grant Date Target($) Maximum($)
Eric M. DeMarco N/A — —
Deanna Lunt N/A — —
James R. Edwarc N/A — —
D. Robin Mickle 7/31/0¢€ $100,00( $110,00(
Dariush G. Alipanal 7/31/06  $100,00C $120,00(

(1)

(@)

Amounts shown in columns (d) and (e) are the es@ichpossible payouts for fiscal year 2006 underamnual cash bonus plan. Annual
cash bonus plan awards are determined based achi@/ement of certain Company and individual geennce objectives determined
by the Committee. For fiscal 2006, the chief eximeusdfficer, not the Committee, determined indivatlmed and Company performance
objectives for Messrs. Mickle’s and Alipanah’s casimus plan awards. However, the Committee evaluateether Messrs. Mickle and
Alipanah achieved their individualized performamtjectives and approved the payment of their bonuder the cash bonus plan. The
cash bonus plan awards to the named executiveetdfare reported in the Fiscal Year 2006 Summargg@msation Table under the
column “Non-Equity Incentive Plan Compensation.”

Effective June 1, 2007, Mr. Alipanah’s employmeiittmthe Company was terminated in connection then@any’s sale of all of the
assets of its Engineering Division

The Company did not grant any equity based awandsnincentive compensation plans to any namedutixecofficers during the fisc

year ended December 31, 20
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

(a) (b) (e) 0]
Option Awards

Number of
Securities
Underlying
Unexercised
Options (#) Option Option
Name Exercisable (1) Exercise Price($) Expiration Date (2)
Eric M. DeMarco 1,250,00( 6.1S(3) 11/17/201:
500,00( 6.05(8) 8/18/201¢
225,00( 5.38(8) 8/9/201¢
Deanna Lunc 200,00¢( 6.1S(4) 4/20/201¢
100,00( 6.05(8) 8/18/201¢
100,00( 5.38(8) 8/9/201¢
James R. Edwarc 170,00( 6.1S(4) 4/20/201¢
100,00( 6.05(8) 8/18/201¢
70,00( 5.38(8) 8/9/201¢
D. Robin Mickle 40,00( 6.1S(5) 4/12/201¢
10,00C 5.9C(8) 9/29/201¢
100,00( 5.43(8) 12/20/201!
Dariush G. Alipanah(9 2,24¢€ 6.1S(6) 1/26/201(
743 6.1S(6) 12/1/201(
19,16( 4.47 10/1/201:
36,00( 4.23 4/30/201:
22,00( 6.1S(7) 5/23/201:
30,00( 6.19(7) 5/20/201¢
7,50C 6.05(8) 8/18/201¢
22,00( 6.19(5) 4/12/201¢
60,00( 6.1S(8) 7/20/201°*

(1) All options listed are fully vested and exercisable
(2) Expiration date assumes that optionee remainsrificeeof the Company through the full term of theck option grant.

(3) Represents option shares originally granted toD&Marco on November 17, 2003 with respect to withehvesting was accelerated on
May 18, 2005 pursuant to the Compensation Comn'sttketermination to accelerate the vesting on @stmnding and unvested stock
options held by employees, officers and directéthe® Company with an exercise price of more tha®.@0 per share. The option was
cancelled and ressued on December 30, 2005 as part of a reprafimd] outstanding employee stock options that warginally grantes
at exercise prices greater than 120% of the Conipa&igsing stock price on the Nasdaq Global Sdiéartket on December 30, 2005.

(4) Represents option shares originally granted tolMad and Mr. Edwards on April 20, 2004 with respicivhich the vesting was
accelerated on May 18, 2005 pursuant to the ConapiensCommittee’s determination to accelerate #sting on all outstanding and
unvested stock options held by employees, offiears Directors of the Company with an exercise pofceore than $10.00 per share.
These options were cancelled and re-issued on Ceaed®, 2005 as part of a repricing of all outstag@mployee stock options that
were originally granted at exercise prices gretiten 120% of the Company’s closing stock pricelmNasdaqg Global Select Market on
December 30, 2005.
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(5) Represents option shares granted to Messrs. MazideAlipanah on April 12, 2005, which options weeacelled and re-issued on
December 30, 2005 as part of a repricing of als@utding employee stock options that were origingiéinted at exercise prices greater
than 120% of the Compargstlosing stock price on the Nasdaq Global Selemtkist on December 30, 2005. The vesting of theterxg
was subsequently accelerated on December 31, 2086 thie Board approved the acceleration of vestingll outstanding options
issued prior to June 30, 2006 under our 1999 Edndgntive and 2000 Nonqualified Stock Option Plans

(6) Represents option shares that were originally gehtd Mr. Alipanah on January 26, 2000 and Decerhp2000, which options were
cancelled and ressued on December 30, 2005 as part of a reprafiadl outstanding employee stock options that werginally grantes
at exercise prices greater than 120% of the Conipaigsing stock price on the Nasdaq Global Sdléartket on December 30, 2005.

(7) Represents option shares originally granted toAlpanah on May 23, 2003 and May 20, 2004, respebtj with respect to which the
vesting was accelerated on September 19, 2005gqnirsuthe Compensation Committee’s determinaticsctelerate the vesting on all
outstanding and unvested stock options held by eyeplk, officers and directors of the Company witlexercise price of more than
$8.00 per share. The option was cancelled andstexison December 30, 2005 as part of a repricirdl oUtstanding employee stock
options that were originally granted at exercisegw greater than 120% of the Company’s closingkspoice on the Nasdaq Global
Select Market on December 30, 2005.

(8) Represents option shares granted to Ms. Lund ars$fgleDeMarco, Edwards, Mickle and Alipanah witbpect to which the vesting
was subsequently accelerated when the Board apptbeeacceleration of vesting on all outstandintjoms issued prior to June 30, 2(
under our 1999 Equity Incentive and 2000 Nonquedifstock Option Plans.

(9) Effective June 1, 2007, Mr. Alipanah’s employmeiittwvthe Company was terminated in connection with@ompany’s sale of all of
the assets of its Engineering Division.

OPTIONS EXERCISES AND STOCK VESTED

None of the named executive officers acquired dayes of the Company’s common stock through theceseeof stock options during
the fiscal year ended December 31, 2006.

The Company did not have any outstanding stockdasmrds during the fiscal year ended Decembe2®16.

NON-QUALIFIED DEFERRED COMPENSATION

Pursuant to the Company’s Nonqualified Deferred gensation Plan (the “Deferred Compensation Pla@itain employees, including
the named executive officers, may defer up to gigletcent (80%) of their cash compensation derfv@tl base salary, bonus awards and/or
commissions. The deferrals reduce a participant’eeat taxable income and allow the participardadoumulate savings on a tax deferred
basis. In addition, the Company may, in its sole alpsolute discretion, make annual discretionangrifmitions to the Deferred Compensat
Plan on behalf of participants, including matchamgtributions. To date, the Company has not magtecantributions to the Deferred
Compensation Plan.

Deferrals, and Company contributions, if applicalble adjusted for gain or loss based on the peebce of one or more investment
options selected solely by the participant frometito time from among investment funds chosen blaa Eommittee appointed by the
Compensation Committee to administer the Deferreah@nsation Plan. Generally, all distributions urtie Deferred Compensation Plan
will be made in a single lump sum, although paptcits that terminate their
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employment as a result of their retirement maytakececeive distributions in annual installmeritae Company may, in its sole discretion,
suspend or terminate the Deferred Compensationd?legvise it in any respect whatsoever; providedyever, that no such action may
reduce amounts credited to deferral accounts actu accounts will continue to be owed to the pgrtiats or beneficiaries.

@ (b) (d) (f)

Executive

Contributions in Aggregate Aggregate
Earnings in Balance at
Last FY Last FY Last FYE

Name ®1) %) ($)(2)
Eric M. DeMarco 91,731 4,631 151,37¢
Deanna Lunc 25,09¢ 1,81z 26,90¢
James R. Edwarc 6,49C 1,58C 14,16<
D. Robin Mickle 10,22¢ 905 14,75¢
Dariush G. Alipanah(3 39,43: 11,03¢ 91,77<

(1) The amounts in this column are also included inShmmary Compensation Table on page 106, in thersugncolumn or non-equity
incentive plan compensation column.

(2) Of the totals in this column, the following totdlave previously been reported in the Summary Cosgiem Table for this year, and for
previous years:

(3) Effective June 1, 2007, Mr. Alipanah’s employmeiitvthe Company was terminated in connection with@ompany'’s sale of all of
the assets of its Engineering Division.

Previous
Name 2006(%) Years($) Total($)
Eric M. DeMarco 91,731 55,01z 146,74:
Deanna Lunt 25,09¢ — 25,09¢
James R. Edwarc 6,49C 6,093 12,58¢
D. Robin Mickle 10,22¢ 3,62% 13,84¢
Dariush G. Alipanal 39,43: 41,307 80,74(

Employment Agreements; Potential Payments Upon Termation or Change in Control

In addition to other compensation arrangementsriestelsewhere in this proxy statement, we havered into agreements with three
of the named executive officers herein as follows:

On November 14, 2003, we entered into an Execlitimployment Agreement with Mr. DeMarco in connectwith his duties as an
executive of the Company. Among other things, gms of the agreement provide for Mr. DeMarco’s pensation, eligibility to receive
annual incentive awards and to participate in lterga incentive, employee benefit and retiremengpms. In the event that Mr. DeMarco is
terminated without cause, he will be entitled forap sum equal to three times the sum of his ctitvase salary, plus three times his target
bonus potential for the year, less any bonus ajreackived for such year, vesting of all outstagditock options and participation for
Mr. DeMarco and his dependents in our employeetheake program for one-year or, if earlier, ulil. DeMarco procures health care
coverage through another employer. Additionallythie event that there is a change of control oGbmpany, Mr. DeMarco shall be entitled
to accelerated vesting of 50% of all outstanding anvested stock options. Furthermore, Mr. DeMaittall also be entitled to the severance
compensation described above should Mr. DeMaranisl@yment be terminated as a result of such changentrol. If Mr. DeMarco had
been terminated on December 31, 2006 without causeconnection with a change in control, he wduwde received the following benefits
under his employment agreement: (i) a lump sum gayraf $1,800,000 equal to three times his curfpase salary, plus three times his target
bonus potential for the year, (ii) vesting of amyested stock options then held by Mr. DeMarco and
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(iii) continued participation by Mr. DeMarco andsHamily in the Company’s group health insurancedfi¢s on the same terms as during his
employment until the earlier of one year followinig termination or procurement of health care cagerthrough another employer, provided
that if the Company’s insurance carrier will ndbal for such benefits continuation the Company Igbay the premiums required to continue
Mr. DeMarco’s group health care coverage duringpieod under the applicable provisions of the @tidated Omnibus Budget
Reconciliation Act of 1985 (“COBRA").

Under Mr. DeMarco’s agreement, a change in comtrdeemed to have occurred in the event of anyobtiee following occurrences:
(i) the acquisition by an individual person or gntir a group of individuals or entities actingcioncert, directly or indirectly, through one
transaction or a series of related transactiomsae than 50% of the Company’s outstanding votaausties; (i) a merger or consolidation
of the Company with or into another entity afterieththe Company’s stockholders immediately priostich transaction hold less than 50%
of the voting securities of the surviving entityi) (@ sale of all or substantially all of the Coeny’s assets; or (iv) the change in the majori
the Board pursuant to a successful hostile proxyessa.

On March 28, 2005, we entered into Change in CoAigoeements (the “Change in Control Agreementsithwis. Lund and
Mr. Edwards (each an “Officer” and collectively th@fficers”), which were subsequently Amended aresfated on March 28, 2006. The
terms of these agreements provide that upon a ehiangpntrol of the Company, the Officers shalkinéitled to accelerated vesting of 50% of
all of their outstanding and unvested stock optiamd any applicable stock appreciation rights. Ujenone-year anniversary or a Triggering
Event (as defined below), whichever occurs firBtieanaining unvested stock options and applicabdek appreciation rights shall be fully
vested. Additionally, in the event of a terminatiithout cause the Officers shall be entitled toederated vesting of 100% of all of their
outstanding and unvested stock options and anycabt stock appreciation rights.

The Change in Control Agreements also provide éeesance payments to the Officers as followsf @hi Officer is terminated without
cause, the Officer is entitled to (A) severance gensation equal to one year of the Officer’'s badarg then in effect, (B) continuation of the
Officer’s then current health insurance coveraghatsame cost to the Officer as prior to termorafor a period of one year following
termination, and (C) the vesting of any then ure@stock options held by the Officer or (ii) if @fficer voluntarily resigns after a change in
control as a result of a material change in thenmeatf such Officer’s role or job responsibilitiesthe relocation of such Officer’s principal
place of work to a location more than thirty (3G)es from such Officer’s work location immediatedyior to the change in control (each a
“Triggering Event”), the Officer shall be entitléd: (A) severance compensation, equal to two yeftise Officer’s base salary then in effect,
plus the Officer's maximum bonus amount for twongeand (B) continuation of the Officer’s then cumrbealth insurance coverage at the
same cost to the Officer as prior to terminationa@eriod of two years following termination osignation.

Under the Change in Control Agreements, a Chan@®ittrol is deemed to have occurred in the eve(i) tfie acquisition by an
individual person or entity or a group of individsiar entities acting in concert, directly or irefitly, through one transaction or a series of
transactions, of more than 50% of the outstandoting securities of the Company; (ii) a merger @ngolidation of the Company with or into
another entity after which the stockholders of @mnpany immediately prior to such transaction Hess$ than 50% of the voting securities of
the surviving entity; (iii) any action or event thasults in the Board consisting of fewer thanaanity of Incumbent Directors (“Incumbent
Directors” shall mean directors who either (A) dimectors of the Company as of the date of the Gaam Control Agreements, or (B) are
elected or nominated for election, to the Boardhwliie affirmative votes of at least a majority lné incumbent Directors at the time of such
election or nomination); or (iv) a sale of all abstantially all of the assets of the Company.
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Under her Change in Control Agreement, if Ms. Linad been terminated without cause on December088, Zhe would have receiv
the following benefits: (i) severance compensaéiqnal to one year of her base salary then in eiffiettte amount of $225,000,
(i) continuation of her then current health inswra coverage at the same cost to her as priortietreination for a period of one year
following termination and (iii) the vesting of amyvested stock options then held by Ms. Lund. If Msnd had voluntarily resigned on
December 31, 2006 following a Triggering Event andhange in Control she would have received tHeuatg benefits: (i) severance
compensation equal to two years of her base stdaryin effect in the amount of $450,000, (ii) donation of her then current health
insurance coverage at the same cost to her astpr@r termination for a period of two years fallog termination, and (iii) the vesting of
any unvested stock options then held by Ms. Lund.

Under his Change in Control Agreement, if Mr. Eddgahad been terminated without cause on Decemh@088, he would have
received the following benefits: (i) severance cemgation equal to one year of his base salaryitheffect in the amount of $215,000,
(i) continuation of his then current health insuca coverage at the same cost to him as priosttehmination for a period of one year
following termination and (iii) the vesting of amyvested stock options then held by Mr. EdwardsirifEdwards had voluntarily resigned
December 31, 2006 following a Triggering Event andonnection with a Change in Control he wouldéhaeaceived the following benefits:
(i) severance compensation equal to two yearssob&se salary then in effect in the amount of $IED, (i) continuation of his then current
health insurance coverage at the same cost todijpni@ to his termination for a period of two ye#ollowing termination, and (iii) the
vesting of any unvested stock options then helhyEdwards.

DIRECTOR COMPENSATION

The following quarterly retainer and committee feese payable to the Company’s non-employee Direalaring the fiscal year ended
December 31, 2006:

Quarterly Retaine $3,500

Audit Committee Chai $3,000

Audit Committee Chair Regular Meeting F $2,000

Audit Committee Chair Call $1,000
Other Audit Committee Matte! $1,000 to $4,000
Committee Chair Retaint $1,000
Board Meeting: $4,000
Board Conference Cal $2,000
Committee Meeting $1,000
Committee Conference Ca $500

Annual Stock Option Grat 20,000 share

* (as determined by Board Chairman)
All fees are paid quarterly in arrears.

The Directors compensation schedule was approvekdeéogoard on June 2, 2004 upon recommendatiameo€bmmittee and was
modified on November 18, 2004 with respect to A@bmmittee and Audit Committee Chair fees in lighthe increased responsibilities of
the Audit Committee as a result of the SarbanesyDAkt. Additionally, in February 2005 the Boardhapved a Non-Management Directors
Stock Fee Program whereby our non-management Disegtay elect to receive all or a portion of ttiees in shares of our common stock.
Further, in July 2005, the Board approved a Non-&dgment Directors Stock Option Fee Program sirtaldéine Non-Management Directors
Stock Fee Program, whereby our non-managementtDiemay elect to receive all or a
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portion of their accrued Directors fees in the farfra fully-vested stock option grant. If electater either of these plans, the common stock,
or the exercise price of the stock option granthesuch Director shall receive, is valued basetherclosing trading price of our common
stock on the trading day immediately precedingréwrilarly scheduled Board Meeting for the respectjuarter in which the Directors fees
are being paid. Our Directors also receive reimdament for all out-of-pocket expenses related to theties, including, but not limited to,
travel, car rental and lodging fees.

The following table sets forth the fees paid tosthanembers of the Company’s Board for the fiscal ymded December 31, 2006:

)] (b) (d) (h)

Fees Earned o1 Option

Paid in Cash Awards Total
Name % $)(1) ($)
Scott I. Anderson 79,00( 161,78¢ 240,78¢
Bandel L. Caran — 177,0342) 177,03¢
William A. Hoglund 59,50( 161,78¢ 221,28¢
Scot B. Jarvis 69,00( 161,78¢ 230,78¢
Andrew M. Leitch(3) 32,75(C 12,55(C 45,30(
Masood K. Tayebi(4 38,00( — 38,00(

(1) The amounts shown in column (d) represent the cosgi®n costs of stock options for financial repaytpurposes for fiscal year 2006
under FAS 123(R), rather than an amount paid tealized by the Company’s Directors. The FAS 123(&e as of the grant date for
the stock option grants is spread over the numberonths of service required for the grant to beeoran-forfeitable. Compensation
costs shown in column (d) reflect ratable amourpeased for grants that were made in prior fisealrg and the exercise price of the
subject stock option grants are above current maeees. There can be no assurance that the FA@gRLamounts will ever by realized
by the Company’s Directors.

(2) Includes fully vested stock option grants grantetit. Carano in lieu of accrued Directors Feesadsws:

a. March 22, 2006, stock option to purchgs& 4 shares of common stock granted at $3.88/sidie of $17,500 accrued
Directors Fees, which option is fully vested, hasaercise price of $3.88 per share and expirddanch 22, 2016;

b. May 17, 2006, stock option to purchase 2 &tares of common stock granted at $3.69/shdievuif $8,500 accrued
Directors Fees, which option is fully vested, hasaercise price of $3.69 per share and expirddaynl17, 2016;

C. September 6, 2006, stock option to puretas56 shares of common stock granted at $2.28/ahéeu of $3,500 accrued
Directors Fees, which option is fully vested, hasaercise price of $2.25 per share and expireSeptember 6, 2016; and

d. November 15, 2006, stock option to purcta866 shares of common stock granted at 2.29/shdie of $13,500 accrued
Directors Fees, which option is fully vested, hasaercise price of $2.29 per share and expirdsawvember 16, 2016.

(3) Effective May 17, 2006, Mr. Leitch’s term as a [@iter of the Company expired.
(4) Effective March 6, 2007, Dr. Tayebi resigned asir@®or of the Company.
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Compensation Committee Interlocks and Insider Parttipation

The Compensation Committee is comprised entireipdépendent directors. None of the members oGmmpensation Committee is
has ever been one of our officers or employeesntéolocking relationship exists between our BoardCompensation Committee and the
board of directors or compensation committee ofaher entity.

Compensation Committee Report

The Committee has reviewed and discussed the Caatien Discussion and Analysis required by Item(dpaf Regulation S-K with
management and, based on such review and discas#ienCommittee recommended to the Board thaCtmepensation Discussion and
Analysis be included in this Annual Report on FAaK.

THE COMPENSATION COMMITTEE
Bandel L. Caran

Scot B. Jarvi

William A. Hoglund

Item 12.  Security Ownership of Certain Beneficial Owners aiianagement and Related Stockholder Matters
Ownership of more than 5%

The following table shows stock ownership informatas of July 31, 2007 with respect to beneficiahership of our common stock a
our Series B Convertible preferred stock by eacbgreknown to us to be the beneficial owner of ntbesm 5% of such stock. As of July 31,
2007, there were 74,061,650 shares of our comnoak sind 10,000 shares of our Series B preferrazk $ésued and outstanding.
Information with respect to beneficial owners ofrmthan 5% of the common stock is based upon thet moent Schedule 13G these owners
have filed with SEC.

Beneficial Ownership(1)

Series B Convertible Common Shares On Ar
Common Stock Preferred Stock As-Converted Basis
Identity of Owner or Group Shares % Ownership  Shares % Ownership Shares % Ownership
ICM Asset Management 3,717,87: 5.02 — — 3,717,87: 4,95

601 W. Main Avenue, Suite 600
Spokane, WA 9920

T. Rowe Price 5,996,76: 8.1C — — 5,996,76: 7.99
100 E. Pratt Street
Baltimore, MD 2120:

State of Wisconsin Investment Bo: 5,488,36! 7.41 — — 5,488,36" 7.31
P.O. Box 7842
Madison, WI 5370°

Massih Tayebi BridgeWest LL 6,054,89(3) 8.18 — — 6,054,89¢ 8.07
4350 La Jolla Village Drive, Suite
450
San Diego, CA 9212

(1) This table is based upon information supplied ppalcstockholders and Schedules 13G filed withSE«€, and the information is not
necessarily indicative of beneficial ownershipdory other purpose. Under such rules, beneficialevgirip includes any shares as to
which the individual or entity has sole or shareting power or investment power and any sharee agich the individual or entity has
the right to acquire beneficial ownership withindys of July 31, 2007 through the exercise ofstogk
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option or other right. The inclusion of such shahesvever, does not constitute an admission tleah#imed stockholder is a direct or
indirect beneficial owner of, or receives #@nomic benefit from, such shares. Applicable @aiayes are based on 74,061,650 sha
common stock, and 10,000 shares of Series B cableepreferred stock outstanding on July 31, 2007.

(2) These securities are owned by various individudliastitutional investors, which Price Associates/es as an investment adviser with
power to direct investments and/or sole power te Woe securities. For purposes of the reportiggirements of the Securities Excha
Act of 1934, Price Associates is deemed to be afimal owner of such securities; however Pricedtsates expressly disclaims that it
is, in fact, the beneficial owner of such secusitie

(3) Does not include 52,762 shares held by spouse e6iM& ayebi. Massih Tayebi disclaims beneficial evship of such shares.

Ownership by Directors and Executive Officers

The following table shows the amount of our commatotk and our Series B convertible preferred stweficially owned by our (i) o
Directors, (ii) each of the named executive officierthe Summary Compensation Table, and (iii)@uectors and executive officers as a
group. All information in the following table is @sented as of July 31, 2007. Unless otherwise ateficin the table set forth below, each
person named below has an address in care of ttp&ty’s principal executive offices.

Beneficial Ownership(1)

Series B Convertible Common Shares On Ar
Common Stock Preferred Stock As-Converted Basis
Identity of Owner or Group Shares % Ownership  Shares % Ownership Shares % Ownership
Directors
Scott . Anderson 734,014(2) * — — 734,01z *

c/o Cedar Grove Investments, LLC
3825 Issaquah Pine Lake Road
Sammamish, WA 980
Bandel L. Carano 5,535,7043) 7.46 — — 5,535,70: 7.36
Oak Investment Partners
525 University Avenue, Suite 1300
Palo Alto, CA 9430:
Eric M. DeMarca 2,032,9444) 2.67 — — 2,032,94¢ 2.64
William A. Hoglund 251,62¢€(5) t — — 251,62¢ t
434 35th Avenue
Seattle, WA 9812
Scot B. Jarvis 734,014(6) * — — 734,01z *
c/o Cedar Grove Investments, LLC
3825 Issaquah Pine Lake Road Sammamish,
WA 9807
Masood Tayebi(7) 6,466,5248) 8.73 — — 6,466,52¢ 8.61
4350 La Jolla Village Drive,
Suite 450 San Diego, CA 921

Officers
Deanna Lunc 407,6159) * — — 407,61¢ *
James R. Edwarc 351,21¢(10) * — — 351,21¢ *
D. Robin Mickle 155,82%(11) & — — 155,82: L
Dariush G. Alipanah(12 7,545 * — — 7,54E *
All Directors and Officers as a Group

(11 persons), 16,807,90413) 22.6% — — 16,807,90¢ 22.3%
Total Shares Outstandit 74,061,65(

Adjusted for Preferred Shares

Conversion Series

If Converted Additional Share 1,000,00(
Adjusted Common Shares (If Convert 75,061,65(

* Less than one percent.
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(1) This table is based upon information suppligafiicers, directors and principal stockholdersl &chedules 13G filed with the SEC, and the infdiomais not necessarily
indicative of beneficial ownership for any otherpose. Under such rules, beneficial ownership thetuany shares as to which the individual or ehtity sole or shared
voting power or investment power and any sharde agich the individual or entity has the rightaoquire beneficial ownership within 60 days of J8ly 2007 through
the exercise of any stock option or other righte Tirclusion of such shares, however, does not itotesan admission that the named stockholdedisezt or indirect
beneficial owner of, or receives the economic bigfieim, such shares. Applicable percentages asedan 74,061,650 shares of common stock, and A.8j@&res of
Series B convertible preferred stock outstandindug 31, 2007. In addition, shares issuable pumsteaoptions which may be exercised within 60 dafy3uly 31, 2007
are deemed to be issued and outstanding and haneteated as outstanding in calculating the péagenownership of those individuals possessing 8uehest, but not
for any other individual, pursuant to SEC Rule Bd}(1).

(2) Includes 130,000 shares subject to optionscésadvle within 60 days of July 31, 2007.

(3) Includes 149,546 shares subject to optionscesadrle within 60 days of July 31, 2007. Includesb2 shares of common stock held directly by MnaBa, 14,828 shares of
common stock held by Oak Investment Partners \R, ,L346 shares of common stock held by Oak VI &fiés Fund, L.P., 1,402,084 shares of common stettkby Oak
Investment Partners IX, Limited Partnership, 14,84@res of common stock held by Oak IX AffiliatamB, Limited Partnership, 33,655 shares of comntocksheld by
Oak IX Affiliates Fund-A, Limited Partnership, 488 shares held by Oak 1X Affiliates, LLC, 3,808,0&tares of common stock held by Oak InvestmenhBextX,
Limited Partnership, 61,123 shares of common shad# by Oak X Affiliates Fund, Limited Partnershigandel Carano is a general partner of Oak Investiartners VI,
L.P., Oak VI Affiliates Fund, L.P., Oak Investmd®artners 1X, L.P., Oak IX Affiliates Fund, L.P., IOE Affiliates Fund-A, L.P., Oak IX Affiliates, LIC, Oak Investment
Partners X, L.P. and Oak X Affiliates Fund, L.P..Marano has indirect ownership of these sharehasdhared power to vote and dispose of theseshdr. Carano
disclaims beneficial ownership of the shares hgl®bk Investment Partners VI, L.P., Oak VI Affikst Fund, L.P., Oak Investment Partners 1X, L.Pk Da@Affiliates
Fund, L.P., Oak IX Affiliates Fund-A, L.P., Oak IXffiliates, LLC, Oak Investment Partners X, L.Pda@ak X Affiliates Fund, L.P.

(4) Includes 7,949 shares held in the Company’§ldHlan and 1,975,000 shares subject to optiorscesable within 60 days from July 31, 2007.
(5) Includes 195,000 shares subject to optionscésadvle within 60 days from July 31, 2007.

(6) Includes 130,000 shares subject to optionscésadvle within 60 days from July 31, 2007.

(7) Effective March 6, 2007, Masood Tayebi, restyfrem our Board.

(8) Includes 6,466,529 shares held directly by Masd. Tayebi or over which Dr. Tayebi has sole ngtpower. Excludes: 404,693 shares held directlpbylayebi's
spouse; 2,000,000 shares held in a revocable livirgg of which Dr. Tayebi’s spouse is trustee; 646,137 shares held in a grantor retained antisy of which
Dr. Tayebi's spouse is trustee. Dr. Tayebi disctabmneficial ownership of all such shares.

(9) Includes 7,615 shares held in the Company’§id@lan and 400,000 shares subject to optionscesadyle within 60-days from July 31, 2007.
(20) Includes 7,251 shares held in the Companylgid®Plan and 340,000 shares subject to optionscesable within 60 days from July 31, 2007.
(11) Includes 5,823 shares held in the Companylglkj@Plan and 150,000 shares subject to optionscisable within 60-days of July 31, 2007.
(12) Effective June 1, 2007, Mr. Alipanah’s emplamhwith the Company was terminated in connectien@ompany’s sale of all of the assets of its Eggiimg Division.
(13) Includes 3,592,134 shares subject to optiaascesable within 60 days of July 31, 2007.

Item 13. Certain Relationships and Related Transactions, adaector Independence

In December 2005, our Board made the decision itaoex Mexican operations and certain of our oftheployment businesses in South
America. Prior to this decision, these operatioad been reported in our Wireless Network Serviegenent. We determined that these
operations meet the criteria to be classified & foe sale. Accordingly, we have reflected theperations as discontinued in accordance
SFAS No. 144, “Accounting for the Impairment or pasal of Long-Lived Assets.” Our South Americanldgment operations were
substantially shut down as of the end of Decemb8b2
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On February 17, 2006, we entered into a definiigeeement with Sakoki LLC to divest all of our ogt@ns in Mexico for total
approximate cash consideration of $18 million, fgan installments, subject to adjustment, whippraximates the net book value of the
operations, including $13.2 million of liabilitiessociated with a loss contingency. The transagtemfinalized on March 10, 2006. The
transaction was structured as a sale of our swr@diin Mexico, and the purchase price consisté&i & million in cash paid on February 17,
2006, plus a secured promissory note in the prad@mount of $16.5 million which was payable intadisnents through December 31, 2006,
subject to adjustment. The note is secured by pkedfjassets and a personal guaranty.

In making this decision, our Board considered a Inemof business factors occurring in the regioartovze at the conclusion that the
divesture was in the best interests of our stoaddrsl The benefits associated with this transaetiond improve our free cash flow, improve
overall liquidity, and allow us to focus more ofra@sources on our domestic operations, includingsting in the growth of our government
business.

The decision to divest the Mexican operations waspted by the changing business climate in Meaitd a review of the strategic
alternatives for our free cash flow. Unfavorablattactual terms that had been proposed by ourdamestomer in Mexico would further
increase the extensive working capital requiredperate a Mexican deployment company while prigirgssure threatens to adversely affect
the future profitability of the Mexican operatiofairther, the refinements of the cell site buildnd by our largest customers had resulted in
the cancellation of a number of sites that we vibeiigding in Mexico and certain South American laoas. This resulted in a write-off of
unrecoverable expenses of approximately $5.0 miitio2005, for which we had not been able to nedetany termination settlements with
our customers to offset these costs.

The purchaser, Sakoki LLC, a newly-formed entitgastrolled by Massih Tayebi. Although Massih Taytedis no current role with the
Company, he was one of our co-founders, havingeseas our Chief Executive Officer from inceptiorl®94 through September 2000, and
as one of our Directors from inception through ARE02. In addition, at the time of the transactiblassih Tayebi owned or controls
approximately 11% of the total voting power of @apital stock. He is also the brother of Masoodebaythe former Chairman of our Board.
Masood Tayebi had no personal financial interegthéntransaction has never had any role with thigyethat purchased the Mexico
operations. The transaction was approved by thetdissted members of our Board of Directors aftersideration of other expressions of
interest and a valuation analysis by an indepeniitemt

Sakoki LLC paid the note in full to the CompanybOecember 2006 and the Company released all seagsets to Massih Tayebi.

Based upon a review by disinterested members ohgement and our Board regarding the terms of casbpatransactions available
from or involving third parties, we believe that hnsactions with related parties described alvose made on terms no less favorable to us
than could have been obtained from unaffiliateddtpiarties. All transactions between the Compartyratated parties are subject to review
by the Audit Committee and the independent memabktise Board.

Procedures for Approval of Related Party Transatsi

Under its charter the Audit Committee of our Boardharged with reviewing all potential relatedtpdransactions. Our policy has bt
that the Audit Committee, which is comprised sol#lyndependent, disinterested Directors, thenmanends such related party transactions
to the entire Board for further review and approvall such related party transactions are thewireg to be reported under applicable SEC
rules. Otherwise, the Company has not adopted guves for review of, or standards for approvatloése transactions, but instead reviews
such transactions on a case-by-case basis.
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Item 14.  Principal Accountant Fees and Services

Fiscal 2005 Fiscal 2006

Audit Fees(1 $2,642,75! $3,045,73:
Audit-Related Fees(z $ 130,000 $ —
Tax Fees(3 $ 6257 $ —
All Other Fees(4 $ -0- $ —

(1) A udit Feesonsist of fees billed and expected to be billadfofessional services rendered for the integratedit of our consolidated
annual financial statements and review of the im&onsolidated financial statements included iartgrly reports and services that are
normally provided by Grant Thornton in connectioitmstatutory and regulatory filings or engagements

(2) Audit-Related Feesonsist of fees billed and expected to be billeda&surance and related services that are reagaedditied to the
performance of the audit or review of our consdgdafinancial statements and are not reported ut#dedit Fees.” This category
includes fees related to due diligence service@jpéng to potential business acquisitions/disposijtand consultation regarding
accounting or disclosure treatment of transact@revents and/or the actual or potential impadinafl or proposed rules, standard or
interpretation by the SEC, FASB or other regulatmrgtandard-setting bodies. General assistant¢einvglementation of the
requirements of SEC rules or listing standards piigated pursuant to the Sarbanes-Oxley Act of 2002.

(3) Tax Feegonsist of fees hilled and expected to be billedpfefessional services rendered for tax compliateceadvice and tax
planning. These services include assistance ragafdderal state and local tax compliance, planaimgjadvice; international tax
compliance, planning and advice; review of fedestdte, local and international income franchising other tax returns.

(4) All Other Feesonsist of fees for products and services othar tha services reported above.

The Audit Committee’s policy is to pre-approvealidit and permissible non-audit services providedur independent auditors. These
services may include audit services, audit-relatgdices, tax services and other servicesaBpeoval is generally provided for up to one )
and any pre-approval is detailed as to the padicsgrvice or category of services. The Audit Cotterihas delegated pre-approval authority
to the Audit Committee Chairperson. The independenitor and management are required to perioglicefiort to the Audit Committee
regarding the extent of services provided by tliependent auditor in accordance with this pre-amdro

PART IV

Item 15.  Exhibits, Financial Statement Schedules
(@) Financial Statements and Financial Statement Schéek
(1) Report of Independent Registered Public Accounfinm

Report of Independent Registered Public Accounfinm
Consolidated Balance Sheets as of December 31,&002006
Consolidated Statements of Operations for the YEaded December 31, 2004, 2005 and 2006
Consolidated Statements of Stockholders’ EquitytlierYears Ended December 31, 2004, 2005 and 2006
Consolidated Statements of Cash Flows for the Yeaded December 31, 2004, 2005 and 2006

Notes to Consolidated Financial Statements
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All other schedules for which provision is madetie applicable accounting regulations of the SEOnat required under the related
instructions or are inapplicable and therefore Haaen omitted.

(2) Exhibits
Incorporated by Reference
Filing Filed-
Date/Period Furnished
Exhibit
Number Exhibit Description Form End Date Herewith
2.1 Stock Purchase Agreement by and among the Compitdy, S-1 08/18/9¢
Associates, Inc. d/b/a TLA Associates, and the I8tolders of
JMA Associates, Inc., dated as of January 27, 2
2.2 Equity Purchase Agreement, dated February 17, 200énd 8-K 02/23/0¢
between Sakoki LLC and the Compa
2.3 Addendum and Waiver Related to the Equity Purchase 10-Q 06/30/0¢

Agreement, dated June 26, 2006, by and betweerkBako
and the Compan

2.4 Merger Agreement, dated August 8, 2006, by and gntiog 8-K 08/14/0¢
Company, WFI Government Services, Inc., MRC Merger
Company, Inc. and Madison Research Corpora

2.5 Agreement dated as of March 9, 2007 by and betwesh *
Wireless Engineering Services Limited and the Camp

2.6 Asset Purchase Agreement, dated May 29, 2007, dypetween 8-K 05/30/07
the Company and LCC International, I

2.7 Asset Purchase Agreement, dated July 7, 2007, thpetween 8-K 07/12/07
the Company and Burgundy Acquisition Corporati

3.1 Amended and Restated Certificate of Incorporal 10-Q 09/30/01

3.2 Bylaws in effect since Novmeber 5, 19! S-1 08/18/9¢

3.3 Certificate of Designations, Preferences and RighBeries A 10-Q 09/30/01
Preferred Stock

3.4 Certificate of Designations, Preferences and Righferies B 8-K/A 06/05/0z
Preferred Stock

35 Certificate of Designation of Series C Preferrencst 8-K 12/17/0¢

4.1 Reference is made to Exhibits 3.1 and

4.2 Specimen Stock Certificat S-1 08/18/9¢

4.3 Rights Agreement, dated as of December 16, 2004/gea the 8-K 12/17/0¢<
Company and Wells Fargo, N..

10.1 1997 Stock Option Plai S-1 08/18/9¢

10.2 Form of Stock Option Agreement pursuant to the 1S@®¢k S-1/A 09/10/9¢
Option Plan and related terms and conditit

10.3 1999 Equity Incentive Plai S-1 08/18/9¢

104 Form of Stock Option Agreement pursuant to the 108Qity S-1/A 09/10/9¢
Incentive Plan

10.5 1999 Employee Stock Purchase Plan and relatedraffer S-1 08/18/9¢
documents
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10.6

10.7
10.8

10.9

10.10

10.11

10.12
10.13
10.14

10.15

10.16

10.17

10.18

10.19

10.20

21.1
23.1
23.2
31.1

Form of Indemnity Agreement by and between the Comand
certain officers and directors of the Compe

2000 Nonstatutory Stock Option Pl:

Form of Stock Option Agreement and Grant Noticedlise
connection with the 2000 Nonstatutory Stock Opfdan.

Executive Employment Agreement by and between thagany
and Eric DeMarco effective November 14, 20

Amended and Restated Severance and Change of Contro
Agreement dated March 28, 2006 between the Comaady
Deanna Lund

Amended and Restated Severance and Change of Contro
Agreement dated March 28, 2006 between the Comaady
James Edward:

Nonqualified Deferred Compensation PI
2005 Equity Incentive Plai

Form of Stock Option Agreement pursuant to the 2BQ6ity
Incentive Plan

Credit Agreement, dated as of March 16, 2005, lyaanong the
Company, Keybank National Association and Keybaakitl
Markets.

Credit Agreement, dated October 2, 2006, by andnantioe
Company, KeyBank National Association and Keybaapit@l
Markets as lead arranger and sole book runnerd datéober 2,
2006.

Note Sale Agreement, dated July 3, 2007, by andd®t SPCI
Group, LLC and the Compan

Assignment Agreement, dated July 3, 2007, by anohanthe
Company, SPCP Group LLC, LCC International, Ina &ank
of America, N.A.

Form of Restricted Stock Unit Agreement and Formlofice of
Grant under the Compa’s 2005 Equity Incentive Pla

Severance and Change of Control Agreement datetldgy 12,
2007 between the Company and Laura L. Sie

List of Subsidiarie:
Consent of Independent Registered Public Accouriing.
Consent of Independent Registered Public Accouriing.

Certification of Chief Executive Officer, Eric M.dMarco,
pursuant to Section 302 of the Sarbanes Oxley A2062.
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S-1

10-Q
10-Q

10-K

10-K

10-K

10K
S-8
S-8

10-K

8-K

8-K

08/18/9¢

09/30/0(
09/30/0(

12/26/0:¢

12/31/0¢

12/31/0¢

12/31/0¢
08/01/0¢
08/01/0¢

12/31/0¢

08/14/0¢

07/10/07

07/10/07

01/17/07




31.2

32.1

32.2

Certification of Chief Financial Officer, Deannarndj pursuant
to Section 302 of the Sarbanes Oxley Act of 2(

Certification pursuant to 18 U.S.C. Section 13%0adopted
pursuant to Section 906 of the Sarbanes-Oxley A20062 for
Eric M. DeMarco.

Certification pursuant to 18 U.S.C. Section 13%0adopted
pursuant to Section 906 of the Sarbanes-Oxley A20062 for
Deanna Lund
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

Date: September 11, 2007
WIRELESS FACILITIES, INC.

By: /s/ ERIC M. DEMARCC
Eric M. DeMarco
President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélpthe following persons on beh
of the registrant and in the capacities and ordtte indicated:

Signature Title Date
/s/ ERIC M. DEMARCC President and Chief Executive Officer September 11, 20(
Eric M. DeMarcac
/s/ DEANNA H. LUND Senior Vice President, Chief Financial Officer September 11, 20C
Deanna H. Lunt
/S/ LAURA L. SIEGAL VP, Corporate Controller and Principal Accounting September 11, 20(
Laura L. Siega Officer
/S SCOTT ANDERSOLM Director September 11, 20C
Scott Andersol
/S/ BANDEL CARANO Director September 11, 20(
Bandel Caran
/S/ SCOT JARVIS Director September 11, 20C
Scot Jarvis
/S/ WILLIAM HOGLUND Director September 11, 20C

William Hoglund
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Report of Independent Registered Public Accountindrirm

Board of Directors and Stockholders
Wireless Facilities, Inc.

We have audited the accompanying consolidated balsimeets of Wireless Facilities, Inc. and subs&igthe Company) as of
December 31, 2006 and 2005, and the related cdiasedl statements of operations, stockholders’ yeaquitl cash flows for the years then
ended. These consolidated financial statementthanesponsibility of the Company's management.r@sgonsibility is to express an opin
on these consolidated financial statements basediioaudits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenéspects, the financial position of
Wireless Facilities, Inc. and subsidiaries as ofémber 31, 2006 and 2005, and the results of toeisolidated operations and their cash
flows for the years then ended in conformity wittt@unting principles generally accepted in the &bhibtates of America.

As discussed in Note 1 to the consolidated findrstéements, the Company adopted Statement oh€&imlaAccounting Standards No.
123R, “Share-Based Paymentsyn January 1, 2006.

As described in Note 2, the accompanying consdlfihancial statements for the year ended DeceBihe2005 have been restated.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
effectiveness of the Company’s internal controlrdirancial reporting as of December 31, 2006, dasecriteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cassion and our report dated
September 10, 2007 expressed an unqualified opaniananagement’s assessment of, and an adverseropimthe effectiveness of the
Company’s internal control over financial reporting

/sl GRANT THORNTON LLF

Los Angeles, Californii
September 10, 20(
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Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidatednséatts of operations, stockholdeegjuity, and cash flows of Wireless Facilities, |
and subsidiaries (the Company) for the year endmtemBber 31, 2004. These consolidated financiarsitts are the responsibility of the
Company’s management. Our responsibility is to egpian opinion on these consolidated financiatistants based on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting Oversightri8d@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial 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 pitesused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodit provides a reasonable basis for our opinio

In our opinion, the consolidated financial statetagaferred to above present fairly, in all mate@apects, the results of operations and
cash flows of Wireless Facilities, Inc. and sulmsiidis for the year ended December 31, 2004, inoconify with U.S. generally accepted
accounting principles.

As discussed in Note 2 to the consolidated findrsté&ements, the consolidated financial statemfentthe year ended December 31,
2004 have been restated.
/sl KPMG LLP

San Diego, Californi:

March 24, 2005, except for the 2004 related infdioma
in Notes 2 and ¢

which is as of September 10, 2C

124




WIRELESS FACILITIES, INC.
Consolidated Balance Sheets
December 31, 2005 and 2006
(in millions, except par value and number of sharés

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Income taxes receivable
Prepaid expenses
Other current assets
Current assets of discontinued operations
Total current assets
Property and equipment, net
Goodwill
Other intangibles, net
Deferred tax assets
Investments in unconsolidated affiliates
Other assets
Non current assets of discontinued operat
Total assets

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable
Accrued expenses
Accrued compensation
Line of credit
Billings in excess of costs on completed contracts
Deferred tax liabilities
Tax contingencies
Accrual for contingent acquisition consideration
Accrual for unused office space
Income taxes payable
Capital lease obligations and other short-term debt
Current liabilities of discontinued operations
Total current liabilities
Capital lease obligations and debt, net of curpention
Accrual for unused office space, net of currentipar
Other liabilities
Other long term liabilities of discontinued opeoais
Total liabilities
Commitments and contingencies (Notes 1, 6, 16 d@)d 1
Stockholders’ equity:
Preferred stock, 5,000,000 shares authorized S@r&snvertible Preferred Stock, $.001 par valug423

and 10,000 shares outstanding at December 31, &0)2006, respectively (liquidation preference $:

and $5.0, respectively)
Common stock, $.001 par value, 195,000,000 shatb®azed; 72,188,449 and 73,883,950 shares
issued and outstanding at December 31, 2005 angl 2&pectively
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to consolidated finanassients.
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2005 2006
(Restated)

$ 77 $ 54
— 1.0
100.0 115.7
— 1.8

25 2.6

3.0 55
63.3 8.0
176.5 140.0
12.9 13.9
119.9 155.4
7.4 13.4
16.6 6.2
2.1 2.1

0.9 1.9

5.7 3.0

$ 342.C $ 335.¢
$ 216 $ 269
15.9 13.1
11.2 13.9
— 51.0

4.2 7.3

4.3 7.6

1.8 1.7

8.2 9.8

0.5 0.8

0.1 0.1

0.3 0.4
41.0 11.3
109.1 143.9
0.4 0.0

1.2 1.8

1.3 2.9

0.3 0.2
112.3 148.8
379.3 391.7
(146.7) (204.6)
(2.9) —
229.7 187.1
$ 342.C $ 335.¢




WIRELESS FACILITIES, INC.
Consolidated Statements of Operations

Years ended December 31, 2004, 2005 and 2006

(in millions, except per share amounts)

Revenue:!
Cost of revenues
Gross profit
Selling, general and administrative expenses
Contingent acquisition consideration and restatérfess
Impairment and restructuring charges
Operating income (loss)
Other income (expense
Interest income (expense), |
Foreign currency gain (los
Impairment of investment in unconsolidated afféi& other
expenses, ne
Other expenses, net
Total other income (expense), net
Income (loss) from continuing operations beforeome taxes
Provision (benefit) for income taxes
Income (loss) from continuing operations
Income (loss) from discontinued operations
Net income (loss)
Basic earnings (loss) per common sh
Income (loss) from continuing operatic
Income (loss) from discontinued operations
Net income (loss) per common share:
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic
Income (loss) from discontinued operations
Net income (loss) per common share:
Weighted average common shares outstani
Basic
Diluted

2004 2005 2006
(Restated) (Restated)
$296.2 $337.7 $327.€
226.€ 261.4 274.2
69.4 76.3 53.5
49.9 61.5 63.0
13.9 (2.1) 0.1
— — 21.8
5.6 16.9 (31.4)
0.2 0.1 (0.6)
(0.1) 0.2 —
(2.9) — —
— — (0.2)
(2.8) 0.3 (0.8)
2.8 17.2 (32.2)
(0.6) 5.9 14.5
3.4 11.3 (46.7)
11.6 9.7) (11.2)
$ 15.0 $ 16 $(57.9
$ 0.05 $ 015 $(0.69
0.16 (0.13) (0.15)
$ 0.21 $ 0.02 $(0.79)
$ 0.05 $ 015 $(0.69
0.15 (0.13) (0.15)
$ 0.20 $ 0.02 $(0.79)
72.8 74.0 73.5
75.3 75.0 73.5

See accompanying notes to consolidated finanassients.
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WIRELESS FACILITIES, INC.
Consolidated Statements of Stockholders’ Equity
Years ended December 31, 2004, 2005 and 2006

(in millions)
Retained Accumulated
Convertible Additional Earnings Other Total
Preferred Stock Common Stock Paid-In Deferred (Accumulated Comprehensive Stockholder¢
Shares Amount Shares Amount Capital Compensation Deficit) Loss Equity
(Restated) (Restated) (Restated) (Restated)
Balance, December 31, 2003 (As
originally reported) 0.1 — 62.6 $0.1 $309.¢ $ — $ (100.4) $ (4.0 $ 205.:
Prior period adjustments _ 56.1 (6.6) (62.9) — (13.9
Balance, December 31, 2003 (Restatec 0.1 — 626 $0.1 $365.7 $ (6.6) $ (163.9) $ (4.0 $191.¢
Conversion of Series B convertible
preferred stocl (0.2) — 6.4 — — — — — —
Issuance of common stock for exerci
of stock option: — — 15 — 7.3 — — — 7.3
Issuance of common stock under
employee stock purchase pl — — 0.6 — 3.4 — — — 3.4
Stock based compensation (Resta — — — — (0.9) 3.4 — — 25
Adjustment of tax benefit from exerci
of stock option: — — — — (0.7) — — — (0.7)
Components of comprehensive incol
Net income (Restate! — — — — — — 15.C — 15.C
Foreign currency translation gain,
net of income taxes of $0.0
million — — — — — — — 0.2 0.2
Total comprehensive income . 15.2
Balance, December 31, 2004 (Restate( — = 711 $0.1 $374.¢ $(3.2) $(148.9) $ (3.9 $ 219.¢
Issuance of common stock for exercise
of stock option: — — 0.6 (0.2) 2.7 — — — 2.6
Issuance of common stock under
employee stock purchase pl — — 0.5 — 2.3 — — — 2.3
Stock based compensation (Resta — — — — (0.5) 3.2 — — 2.7
Components of comprehensive incol
Net income (Restate: — — — — — — 1.6 — 1.6
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WIRELESS FACILITIES, INC.
Consolidated Statements of Stockholders’ Equity (Qatinued)
Years ended December 31, 2004, 2005 and 2006

(in millions)
Retained Accumulated
Convertible Additional Earnings Other Total
Preferred Stock Common Stock Paid-In Deferred (Accumulated Comprehensive Stockholders
Shares Amount Shares Amount Capital Compensation Deficit) Loss Equity

(Restated) (Restated) (Restated)
Foreign currency translation gain,

of income taxes of $0.2 millio — — — — — — — 0.9 0.9
Total comprehensive income _ 2.5
Balance, December 31, 2005 (Restatec — — 722 $0.C $379.: $ — $ (146.7) $(2.9 $229.7
Conversion of Series B convertible
preferred stocl — — 15 — — — — — —
Issuance of common stock for exerci
of stock option: — — 0.2 — 0.5 — — — 0.5

Issuance of common stock under
employee stock purchase pl — — — — —
Stock based compensati — — — — 11.9 — 11.9

Components of comprehensive incot
Net loss — — — — — — (57.9 — (57.9
Foreign currency translation gain,
of income taxes of $0.3 millio — — — — — — — 15 15
Reclassification adjustmentfereign
currency translation gain/(loss),
included in net incom — — — — — — — 1.4 1.4
Total comprehensive loss _ (55.0)
Balance, December 31, 2006 — — 739 $0C $391.5 $0.C $ (204.6) $0.C $187.1

See accompanying notes to consolidated finanassients.
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WIRELESS FACILITIES, INC.
Consolidated Statements of Cash Flows
Years ended December 31, 2004, 2005 and 2006

(in millions)
2004 2005 2006
(Restated) (Restated)
Operating activities
Net income (loss $ 15.C $ 16 $(57.9
Less: income (loss) from discontinued operati 11.6 (9.7) (11.2
Income (loss) from continuing operatic 3.4 11.3 (46.7)

Adjustments to reconcile net income (loss) fromttarnng operations to
net cash provided by continuing operatic

Depreciation and amortizatic 6.5 6.7 7.0
Deferred income taxe (1.5) 5.6 13.7
Asset impairment charges and net loss on dispagitidixed asset — 0.1 20.3
Equity loss in unconsolidated affiliat 3.1 —
Tax benefit (expense) from stock optic (0.7) — 0.1
Provision (credit) for doubtful accour (0.7) 0.5 —
Stock based compensati 2.4 2.8 11.6
Changes in assets and liabilities, net of acqaissti

Accounts receivabl (15.8) (9.5) (3.5
Prepaid expenst (0.7) 0.9 0.2
Other asset 0.4 (2.1) (2.8)
Accounts payabl 13.6 (3.6) 2.1
Accrued expense (18.7) 8.3 (6.6)
Accrued compensatic (0.2) 0.7 2.7
Tax contingencie (1.9 (0.2) (0.2)
Accrual for contingent acquisition considerat 14.4 (2.2) 0.1
Billings in excess of costs on completed contr. (0.8) (3.9 3.1
Accrual for unused office spa (2.0 (0.9) 0.9
Income tax payabl 0.9 (1.2) 0.1
Other liabilities (0.2) 0.1 (0.2)

Net cash provided by continuing operations 3.1 14.2 2.1

Investing activities

Sale/maturity of shc-term investment 27.5 7.6 —
Cash paid for contingent acquisition considera (8.3) (17.2) (8.5)
Cash paid for acquisitions, net of cash acqu (53.9 (33.6) (59.1)
Proceeds from the disposition of discontinued djmra — — 18.9
Cash transferred to restricted ci — — (2.0)
Investment in unconsolidated subsidi (2.0 — —
Capital expenditures (5.0) (6.9) (7.2)
Net cash used in investing activities from contirguoperations (40.7) (50.0) (56.8)
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WIRELESS FACILITIES, INC.

Consolidated Statements of Cash Flows (Continued)
Years ended December 31, 2004, 2005 and 2006

(in millions)

Financing activities
Proceeds from issuance of common si
Proceeds from issuance of common stock under eraplstock purchase
plan
Borrowings under line of cred
Repayment under line of cres
Repayment of capital lease obligations

Net cash provided by financing activities from d¢oaing operation:

Net cash flows of continuing operatic

Cash flows of discontinued operations (Rev—see Note 1(s)
Operating cash flow
Investing cash flow
Effect of exchange rates on cash and cash equtgalen

Net cash flows of discontinued operations

Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow informati
Cash (paid) received during the year for inte
Net cash paid during the year for income te

Supplemental disclosures of r-cash investing and financing transactic
Fair value of assets acquired in acquisiti
Fixed assets finance
Liabilities assumed in acquisitiol

7.3 2.6 0.5
3.4 2.3 —
— — 85.0
— — (34.0)
(0.5) (0.4) (0.3)
10.2 45 51.2
(27.4) (31.3) (3.5)
5.0 (10.2) (0.8)
(2.9) 2.2) 0.7)
(0.1) 1.0 2.7
2.0 (11.4) 1.2
(25.4) (42.7) (2.3)
75.8 50.4 7.7
$504 $ 77 $ 54
$ 02 $ 02 $ (0.2
$ 09 $@1) $ (0.7
$621  $40C $80.1
— $ 06 —
$ 71 $ 64 $ 63

See accompanying notes to consolidated finanassients.
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WIRELESS FACILITIES, INC.
Notes to Consolidated Financial Statements
Years ended December 31, 2004, 2005 and 2006

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

Wireless Facilities, Inc. (“WFI”) was initially irarporated in the state of New York on Decemberl®®4, commenced operations in
March 1995 and was reincorporated in Delaware BB19VFI historically conducted business in thregnsents: Wireless Network Services,
Government Network Services and Enterprise NetvBakices. WFI was an independent, global provideutsourced communications and
security systems engineering and integration sesviar the wireless communications industry throitgWireless Network Services division
(“WNS"), the U.S. government through its Governmietwork Services division (“GNS”), WFI Governme®grvices, Inc., and enterprise
customers through its Enterprise Network Servigeisidn (“ENS”).

In 2006, WFI was an independent provider of outsedirengineering and network deployment servicesirig systems engineering and
integration services and other technical servioeshe wireless communications industry, the Udegnment, and enterprise customers.

In 2006 and 2007, the Company undertook a transftom strategy that culminated in the divestitur@007 of its wireless-related
businesses and chose to aggressively pursue bsiswtbshe federal government, primarily the U.@partment of Defense, through strate
acquisition. See Note 19, Subsequent Events.

(b) Principles of Consolidation

The consolidated financial statements include tw@ants of WFI and its wholly-owned and majoritysed subsidiaries. WFI and its
subsidiaries are collectively referred to hereithes“Company.”

In 2003, the Company acquired three privately-leelthpanies as part of its Enterprise Network Sohgtisegment (now Enterprise
Network Services) that provides voice, data, ségusystem design, deployment, integration and toaing for enterprise networks. In 20(
the Company acquired two privately-held compangepaat of its Government Network Services segmettprovides systems engineering,
systems integration and the outsourcing of techsevices such as operational test and evaluatidnprogram management. In 2005, the
Company acquired one privately-held company asgfats Government Network Services segment thatiges services including network
engineering, network infrastructure support, infatimn assurance, application development, and neahseyvices, including network
maintenance and monitoring, to government agen@ragOctober 2, 2006 the Company completed the saitigui of Madison Research
Corporation, which is also in the Government Netw®ervices segment. See Note 6 for additional Batagarding these acquisitions.

All inter-company transactions have been eliminatecbnsolidation. Investments in unconsolidatdidiates are accounted for using the
cost method and equity method. The cost methodad tor companies in which the Company owns less #0% and for which the Comps
has no significant influence.

(c) Fiscal Calendar

On November 7, 2006, the Board of Directors (thedRl”) of the Company approved a change in thalffigear end from the last Friday
in December to December 31. Concurrently, the Baggtoved a
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change in the interim fiscal periods to providet the last day of the fiscal quarter shall be #s# tay of the calendar month of each quarter.
As a result, the end of fiscal 2006, which wouldénanded on December 29, 2006, ended as of Dec&hb2606. Prior to this change in
fiscal year, the Company operated and reportedyusB2-53 week fiscal year ending the last Frigdaécember. As a result, a fifty-third
week was added every five or six years. Under thog peporting system, each 52 week fiscal yearsetiad of four equal quarters of 13 we
each, and each 53 week fiscal year consists of thiBeveek quarters and one 14 week quarter. Thegeha fiscal year will not be applied to
periods prior to the quarter ended September 306,28nd, consistent with prior reports, all priscél periods presented or discussed in this
report have been presented as ending on the lastfdiae nearest calendar month. The transitioiogdrom December 30 to December 31,
2006 did not result in a material impact to the@€@f8ancial statements.

(d) Cash Equivalents and Short-Term Investments

The Company’s cash equivalents consist of its ijglid investments with an original maturity ¢free months or less when purchased
by the Company. The Company has evaluated its imasgs in accordance with the provisions of StatégroéFinancial Accounting
Standards (SFAS) No. 115, “Accounting for Certaimdstments in Debt and Equity Securities.” Baseduah evaluation, the Company’s
management has determined that all of its investiseturities are properly classified as availablestle. Based on the Compasmyntent an
board-approved investment policy and its abilityigqoidate debt securities maturing after one ydaa,Company classifies such short-term
investment securities within current assets. Atddldor-sale securities are carried at fair valvigh unrealized gains and losses reported as a
separate component of Stockholders’ Equity withi ¢aption “Accumulated Other Comprehensive Inc@noss).” The amortized cost basis
of debt securities is periodically adjusted for atization of premiums and accretion of discounts@turity. Such amortization is included as
a component of interest income (expense), netahimartized cost basis of securities sold is baseth@specific identification method and all
such realized gains and losses are recorded aspooent within other income (expense). Interestdinidends on securities classified as
available-for-sale are included in interest income.

As a result of the Company’s acquisition of Madigsearch Corporation, on December 31, 2006 weppbximately $1.0 million in
restricted cash related to collateral requiredviar foreign letters of credit issued outside of oredit facility. On June 5, 2007, the cash
collateral became unrestricted upon cancellaticth@ftwo letters of credit.

(e) Inventory

Inventories are stated at the lower of cost or etaakd are comprised typically of supplies, inahgdparts and materials. The Company
regularly reviews inventory quantities on handufatpurchase commitments with its suppliers, apdettimated utility of its inventory. If the
Company review indicates a reduction in utilitydelcarrying value, it reduces its inventory to avremst basis. As of December 31, 2006
and December 31, 2005, the Company had $2.3 m#iirmh$1.3 million, respectively, of inventories wathiwere reflected in Other Current
Assets on the Consolidated Balance Sheet, nesefues of $0.2 million and $0.1 million, respeciyve

(f) Property and Equipment, Net

Property and equipment consists primarily of coraputeld testing and office-related equipment @akcorded at cost. Equipment
acquired under capital leases is recorded at #nsept value of the future minimum lease paymergpré&xiation is calculated using the
straight-line method over the estimated usefuldifeach asset, which is one to three years foipeden equipment, five years for furniture
and office equipment, and five to ten years fotvgafe for the Company’s enterprise systems. Equippme
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acquired under capital leases is amortized oveslhbeter of the lease term or the estimated usiéfwf the asset. Improvements, which
significantly improve and extend the useful lifeanf asset, are capitalized over the shorter ditiee period or the estimated useful life.
Expenditures for maintenance and repairs are cdmeperations as incurred.

In accordance with Statement of Position 98-1, ‘Aaotting for the Costs of Computer Software DevetbpeObtained for Internal
Use” (“SOP 98-1"), the Company expenses all intetrse software costs incurred in the preliminary gebgtage and capitalizes certain di
costs associated with the development and purafasternaluse software within property and equipment. Cagital costs are amortized
a straight-line basis over the estimated usefekliof the software.

(g) Goodwill and Other Intangible Assets, Net

In accordance with SFAS No. 142, “Goodwill and Qtltangible Assets,” we classify intangible assets three categories:
(1) intangible assets with definite lives subjecamortization, (2) intangible assets with indeérlives not subject to amortization, and
(3) goodwill. We test intangible assets with deérives for impairment if conditions exist thatlinate the carrying value may not be
recoverable. Such conditions may include an ecoaamivnturn in a geographic market or a changedrasessment of future operations.
We record an impairment charge when the carryihgevaf the definite lived intangible asset is retaverable by the cash flows generated
from the use of the asset.

Intangible assets with indefinite lives and gootlatike not amortized. We test these intangible ass®d goodwill for impairment at least
annually, typically in the fourth quarter, or mdrequently if events or circumstances indicate thath intangible assets or goodwill might be
impaired. All goodwill is assigned to our operatsggments. We perform our impairment tests of gabdwour reporting unit level. Such
impairment tests for goodwill include comparing fhe value of the respective reporting unit with ¢arrying value, including goodwill. We
use a variety of methodologies in conducting thegmirment tests, including discounted cash floalgses. When appropriate, we consider
the assumptions that we believe hypothetical mpl&ee participants would use in estimating futuasicflows. In addition, where applicable,
an appropriate discount rate is used, based o@dhgany’s cost of capital rate. When the fair vatuless than the carrying value of the
intangible assets or the operating segment, wedenoimpairment charge to reduce the carryingevalfithe assets to fair value. These
impairment charges are generally recorded in aiperating charges.

The Company determines the useful lives of ideatil& intangible assets after considering the sipdeifts and circumstances related to
each intangible asset. Factors considered whendeiag useful lives include the contractual terhrany agreement, the history of the asset,
the Company'’s long-term strategy for the use ofabmet, any laws or other local regulations whimliatimpact the useful life of the asset,
and other economic factors, including competitiod apecific market conditions. Intangible assets #ie deemed to have definite lives are
amortized, generally on a straighite basis, over their useful lives, ranging frorto110 years. The estimated remaining useful latss rangt
from 1 to 10 years. Refer to Note 3.

(h) Revenue Recognition

The Company provides services to customers undee tirimary types of contracts: fixed-price; tinmel anaterials; and cost
reimbursement. The Company realizes a significartign of its revenue from long-term contracts aedounts for these contracts under the
provisions of Statement of Position (SOP) 81-1,¢dunting for Performance of Construction-Type amdt&in Production-Type Contracts.”
Revenue on fixed-price contracts is recognizedguiie percentage-of-completion method of accourttaged on the ratio of total costs
incurred to date compared to estimated total dostemplete the contract. Estimates of costs topteta include materials, direct labor,
overhead, and allowable general and administratwpenses (for government contracts). While the Gowigenerally does not incur a
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material amount of set-up fees for its projectshstosts, if any, are excluded from the estimadéal tosts to complete the contract. Cost
estimates are reviewed monthly on an individualti@mm basis, and are revised periodically throughioe life of the contract such that
adjustments to profit resulting from revisions arade cumulative to the date of the revision. Inaterinstances in which the Company is
awarded work on a phase by phase basis ratheothartotal project basis such as the Company’'s ldeployment program with a national
carrier to build cellular sites in certain geograpghregions in the U.S., it is impractical to estite the final outcome of the project margin,

it is certain that the Company will not incur adam the project, the Company may record revenualéq cost incurred, at a zero profit
margin. In the event that the cost incurred to daég be in excess of the funded contract valueCtirapany may defer those costs until the
associated contract value has been funded by #terner. As of December 31, 2006, the Company d&derosts of $1.1 million in excess of
funded contract value and has recorded this aniowither current assets. There was no comparaldaedmas of December 31, 2005. Once
the estimate of the final outcome of the projectgimais determined, the Company will record revensiag the percentage-of-completion
method of accounting based on the ratio of totatcmcurred to date compared to the estimatetidosts to complete the project. The full
amount of an estimated loss associated with aacnis accrued and charged to operations in thegéris determined that it is probable a
loss will be realized from the performance of thatcact.

Significant management judgments and estimatekidimg the estimated costs to complete projectschvtietermine the project’s
percentage of completion and profit margin musiriaele and used in connection with the revenue rézedm any accounting period.

Accordingly, the revenue the Company recognizesgiven financial reporting period depends on (&) ¢osts the Company has
incurred for individual projects, (2) the Companthign current estimate of the total remaining ctistomplete the individual projects and
(3) current estimated contract value associateld g projects. In the Company’s wireless netwernlivises business, the estimated contract
value and costs are impacted by the estimated nuamgemix of site types that we may be assignedhn iny period, we significantly incre¢
or decrease our estimate of the total costs to &mp project, and/or reduce or increase the &sdocontract value, revenue for that period
would be impacted. To the extent that the Compaegtsnates fluctuate over time or differ from attesults, gross margins in subsequent
periods may vary significantly from previous estiesa Material differences may result in the amant timing of the Company’s revenue
for any period if management made different judgt®en utilized different estimates. In the everg @ompany is unable to provide reliable
cost estimates on a given project, the Companydsaevenue using the completed contract methoereTare no contracts for which the
Company utilized the completed contract methodHeryears ended December 31, 2006 and Decemb260G3,

Many of the Company’s contracts in Wireless NetwSekvices are master service agreements under wteédBiompany is contracted to
provide services to deploy a pre-determined andip@umber of sites in specific geographic maskdthese agreements are typically
recognized on multiple projects to account for mueunder the combination or segmentation guideliiesOP 81-1. These contractual
arrangements with the Company’s customers typi¢adiude milestone billings. The milestone billiniguses relate specifically to the timing
of customer billings and payment schedules, andndependent of the Company’s right to paymentthediming of when revenue is
recognized. Under the terms of substantially athef Company’s contracts, if a contract is terngdawithout proper cause by the customer, if
the customer creates unplanned/unreasonable tilagsder if the customer modifies the contract s#stope, the Company has contractual
rights to reimbursement in accordance with the sesmd conditions regarding payment for work perfedirbut not yet billed (i.e., unbilled
trade accounts receivable) at a gross profit matgihis consistent with the overall project marginrthermore, certain additional provisions
compensate the Company for additional or exceds aosurred, whereby any scope reductions (i.életon in original number of sites
awarded) or other modifications are subject to beirmement of costs incurred to date with a readerabfit margin based on the contract
value and
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completed work at that time. The inherent aforemoaed risks associated with the presence of pateipartial milestone billings” or
“reductions in scope” are reflected in the Compargrigoing periodic assessment of the “total cohtralcie” and the associated revenue
recognized. Total net unbilled accounts receivablBecember 31, 2005 and December 31, 2006 wer8 $#ifion and $47.9 million,
respectively. The Company periodically performs kvaonder authorizations to proceed or work ordesmfits customers for which a formal
purchase order may not be received until aftemttwk has commenced. As of December 31, 2006, appedgly $3.6 million of the
Company’s unbilled accounts receivable balance weder unapproved change orders or claims. The @oynexpects that substantially all
of the unbilled balances as of December 31, 2006wibilled within one year as billing and perfante milestones are achieved.

Revenue from certain time and materials and fixadepcontracts are recognized when realized orzaale and earned, in accordance
with Staff Accounting Bulletin (SAB) 101, as revisby SAB 104 (recognized when services are rendgredntracted labor rates, when
materials are delivered and when other direct cargtsncurred). Additionally, based on managensepériodic assessment of the collectibi
of its accounts receivable, credit worthiness anarfcial condition of customers, the Company deteesif collection is reasonably assured
prior to the recognition of revenue.

The Company’s government network services busiwébsthe U.S. government and prime contractordieoldl.S. government is
generally performed under cost reimbursable pkexdfifee, fixed-price or time and material contra€tsst reimbursable contracts for the
government provide for reimbursement of costs fespayment of a fee. The Company records thed@ests are incurred. Under fixed-
price contracts, the Company agrees to perfornaicentork for a fixed price. Under time and matesiebntracts, the Company is reimbursed
for labor hours at negotiated hourly billing ratesl is reimbursed for travel and other direct espsrat actual costs plus applied general and
administrative expenses. Under certain of the Cayigacontractual arrangements, the Company mayratsmgnize revenue for out-of-
pocket expenses in accordance with EITF 01-14 ‘ime&tatement Characterization of ReimbursementsiRst for “Out-of-Pocket
Expenses Incurred.” Depending on the contractuahgement, these expenses may be reimbursed withhmut a fee.

Under certain of its contracts, the Company provisigpplier procurement services and materialg$arustomers. The Company records
revenue on these arrangements on a gross or nefibascordance with EITF 99-19, “Reporting Reve@ross as a Principal versus Net as
an Agent,” depending on the specific circumstammfebhe arrangement. The Company considers thewoilp criteria, among others, for
recording revenue on a gross or net basis:

(1) Whether the Company acts as a principal étthnsaction;

(2) Whether the Company takes title to the presiuc

(3) Whether the Company assumes risks and revofmisnership, such as risk of loss for collectidalivery or returns;
(4) Whether the Company serves as an agent kehraith compensation on a commission or fee basid

(5) Whether the Company assumes the credit oisthe amount billed to the customer subsequedelivery.

(i) Allowance for Doubtful Accounts

The Company maintains an allowance for doubtfubaots for estimated losses resulting from the litglnf its customers to make
required payments, which results in bad debt ex@aranagement 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,
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credit agency reports, financial statements andadiveurrent economic conditions. Additionally, oertain contracts whereby the Company
performs services for a prime/general contractepexified percentage of the invoiced trade accorateivable may be retained by the
customer until the project is completed. The Comypaariodically reviews all retainages for colleditly and records allowances for doubtful
accounts when deemed appropriate, based on itssasset of the associated credit risks. Total ragg@s included in accounts receivable v
$1.5 million and $1.2 million at December 31, 2G0& 2006, respectively. In addition, $0.2 millidiretainages at December 31, 2006 that
are expected to be paid after 2007 are includedhier assets (long term). Changes to estimatesmfact value are recorded as adjustments
to revenue and not as a component of the allowahdeubtful accounts. Allowances for doubtful acetsuon billed accounts receivable as of
December 31, 2005 and December 31, 2006 were $0i8mnand $0.5 million, respectively.

The following table outlines the balance of the @amy’s Allowance for Doubtful Account for 2004, Z08nd 2006. It identifies the
additional provisions each year as well as theeaofts that utilized the allowance.

Balance Write -offs/
at Beginning of Balance
Allowance for Doubtful Accounts Year Provisions Recoveries at End of Year
Year ended December 31, 2004 $1.4 $ 05 $(0.7) $1.2
Year ended December 31, 2( $1.2 $ 0.3 $(0.7) $0.8
Year ended December 31, 2( $0.8 $(0.2) $(0.2) $0.5

() Income Taxes

The Company records deferred tax assets and tiabifor the future tax consequences attributabldifferences 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 realizkd.effect on deferred tax assets and liabilitfes change in tax rates is recognized in
income in the period that includes the enactmets.da

The Company maintains a valuation allowance ord#ferred tax assets for which it is more likelyrimot that the Company will not
realize the benefits of these tax assets in fuaxMgeriods. The valuation allowance is based timages of future taxable income by tax
jurisdiction in which the Company operates, the bhanof years over which the deferred tax assetdbeitecoverable, and schedu
reversals of deferred tax liabilities.

In assessing the realizability of deferred tax sseanagement considers, on a periodic basishwhittis more likely than not that so
portion or all of the deferred tax assets will hetrealized. As of December 31, 2006, Managementtiacluded that an increase to the
valuation allowance was required based on its div@saessment of the risks and uncertainties kkatéts future ability to realize and utilize
the Company’s deferred tax assets. Accordingly,agament believes the current valuation allowancdefarred tax assets is sufficient and
properly stated at December 31, 2006.

(k) Stock-Based Compensation

Effective January 1, 2006, the Company adoptegtbeisions of Statement of Financial Accountingr8i@ds No. 123R (“SFAS
123R"), “Share-Based Payments,” which requirestlieasurement and recognition of compensation exgensd share-based payment
awards to employees and directors based on estirfatevalues. SFAS 123R supersedes the Compangisqus accounting methodology
using the intrinsic value method under Accountimgétples Board Opinion APB No. 25, “Accounting f8tock Issued to EmployeesJShder
the intrinsic value method, no share-based compiensaxpense related to stock option awards gratatednployees had been recognized in
the Company’s Consolidated
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Statements of Operations, until the completiorhefEEquity Award Review in 2007 as adjustments tome stock-based compensation
expense were identified. The Company has no awsittianarket or performance conditions.

On November 10, 2005, the FASB issued FASB Stadftlm No. FAS 123(R)-3, “Transition Election Reddtto Accounting for Tax
Effects of Share-Based Payment Awards.” The Compasyelected to adopt the alternative transitiothoteprovided in this FASB Staff
Position for calculating the tax effects of shaesdd compensation pursuant to FAS 123R. The alteerteansition method includes a
simplified method to establish the beginning bataatthe additional paid-in capital pool (APIC ppadlated to the tax effects of employee
share-based compensation, which is available torbliax deficiencies which could be recognized sghent to the adoption of FAS 123R.

The Company adopted SFAS 123R using the modifiedgactive transition method. Under this transitivethod, compensation expe
recognized during the year ended December 31, R@Dfded: (a) compensation expense for all shasedbawards granted prior to, but not
yet vested, as of December 31, 2005, based orrdim date fair value estimated in accordance kighariginal provisions of SFAS 123, a
(b) compensation expense for all share-based awaatited subsequent to December 31, 2005, bastn: gnant date fair value estimated in
accordance with the provisions of SFAS 123R. lroeatance with the modified prospective transitiorthmd, the Company’s consolidated
financial statements for prior periods have notbestated to reflect the impact of SFAS 123R. Thenpany adopted SFAS 123R as of
January 1, 2006 and had $11.6 million related totg@wards for continuing operations and $0.3iorillrelated to equity awards for
discontinued operations that was expensed forehe gnded December 31, 2006.

The following table shows the amounts recognizetthénfinancial statements for the full year of 20@8n continuing operations for
share-based compensation related to employeesl(ions, except per share data). In addition, fo twelve months ended December 31,
2006, there was no incremental tax benefit fronlstiptions exercised in the period due to expetrdosses for the year. The Company
recorded cash received from the exercise of stptibies of $0.5 million.

Full Year
ended
December 31
2006
Cost of revenues $ 4.1
Selling, general and administrative 7.5
Total cost of employee share-based compensatidudied in operating loss, befol
income tax 11.6
Amount of income tax recognized in earnings —
Amount charged against income from continuing ofpe@na 11.6
Amount charged against income from discontinuedatmmns 0.3
Total charged against income $ 11.9
Impact on net income (loss) per common share:
Basic $(0.16)
Diluted $(0.16)

The proforma effects of recognizing estimated camspéon expense under the fair value method oimnetne and earnings per
common share for the years ended December 31,&002005 were as follows (in millions, except geare data):
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RECONCILIATION OF STOCK-BASED COMPENSATION EXPENSE FOR 2004 AND 2005

Net income (loss

Add: Stock-based compensation
expense included in net income
(loss)

Deduct: Stock-based compensation
expense determined under the fa
value methoc

Net income (los—pro forma

Net income (loss) per sha
(basic)

Net income (loss) per share (ba—
pro forma

Net income (loss) per share (dilute

Net income (loss) per sha
(diluted'—pro forma

Weighted average shart
Basi—as reporte!
Basi—pro forma
Diluted—as reporter
Diluted—pro forma

(In millions, except per share data)

Year Ended December 31, 200

Year Ended December 31, 200

Adjustment Adjustment
for Stock- for Stock-

As Based As As Based As
Reported Compensation  Restated Reported Compensation Restated
$ 5.0 $10.C $150 $ 37 $@21 $ 16

0.2 2.2 2.4 0.1 2.7 2.8

(16.3) 0.2 (16.1) (42.8) (5.1) (47.9)
$(11.1) $12.4 $ 1.3  $(39.0 $ (4.5 $(43.5)
$ 0.07 $ 0.21 $ 0.05 $ 0.02
$(0.16) $ 0.02 $(0.53) $(0.59)
$ 0.07 $ 0.20 $ 0.05 $ 0.02
$(0.16) $ 0.02 $(0.52) $(0.58)

67.7 72.8 74.0 74.0

67.7 72.8 74.0 74.0

67.7 75.3 75.3 75.0

67.7 75.3 75.3 75.0
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() Net Income (Loss) per Common Share

The Company calculates net income (loss) per shaxecordance with SFAS No. 128, “Earnings Per &hamder SFAS No. 128, ba:
net income (loss) per common share is calculatedivagling 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):

2004 2005 2006
(Restated) (Restated)

Net income (loss $15.C $ 16 $(57.9)
Shares used in basic per share amol

Weighted average common shares outstan 72.8 74.0 73.5
Shares used in diluted per share amot

Dilutive effect of stock option 2.5 1.0 —

Dilutive weighted average shat 75.3 75.0 73.5
Basic net income (loss) per sh $0.21 $0.02 $(0.79)
Diluted net income (loss) per sh $0.2C $0.02 $(0.79)
Anti-dilutive weighted shares from stock optionglexied from

calculation 5.0 7.4 12.2
Average per share market value of common s $9.8C $6.33 $ 3.32
Average outstanding stock option price per sl $9.3C $6.28 $ 6.2C

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

On January 1, 2002, the Company adopted SFAS NQ.“Adcounting for the Impairment or Disposal ofrigrLived Assets”, which
addresses financial accounting and reporting feiitipairment or disposal of long-lived assets. WHFAS No. 144 supersedes SFAS
No. 121,“Accounting for the Impairment of Long-Lived Assetsd for Long-Lived Assets to be Disposed Of”gitains 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 circurastamdicate 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 toréunet 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 amotitite assets exceeds the fair value of the agsetets to be disposed of are reporte
the lower of the carrying amount or fair value lessts to sell.

The Company completed its annual impairment tes¢@sired under the provisions of SFAS No.142 dythe fourth quarter of 2006
and did determine that there was an impairmenbotlwill for the Enterprise Network Services segmedtr annual impairment test resulted
in a non-cash impairment charge of $18.3 millidatedl to the write-down of goodwill for the acqtisins made in the Enterprise Network
Services segment. The fair value of goodwill wasrested by taking into consideration recent perfance, expected future performance and
industry trends, using a combination of a discodimi@sh flow model and a market approach model wiaikés into consideration comparable
businesses and market transactions. In additiaB,@llion of equipment related to a wireless LAy}$tm that the Company had installed
and operated in the Enterprise Network Servicemsegwas impaired in the
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fourth quarter of 2006 based upon recent trendsrdigg free WiFi and WiMAX services and the requgtimpact to the realizability of this
network.

We also concluded based on this analysis the iiliBngssets for ENS were not impaired.

(n) Fair Value of Financial Instruments

SFAS No. 107, “Disclosures about Fair Value of Ritial Instruments,” requires that fair values becttised for the Comparg/financia
instruments. The carrying amounts of cash and egsivalents, short-term investments, accounts vabég, accounts payable, accrued
expenses, line of credit and approximate fair value to the short-term nature of these instruments.

(o) Comprehensive Income (Loss)

SFAS No. 130, “Reporting Comprehensive Income algithes rules for the reporting of comprehengie®ine (loss) and its
components. Comprehensive income (loss) consistetahcome and other gains and losses affectiagehiolders’ investment that, under
accounting principles generally accepted in thetdthStates of America are excluded from net inc@inss).

The components of other comprehensive income (kErssas follows:

2004 2005 2006
(Restated) (Restated)
Net income (loss $15.C $1.6 $(57.9
Foreign currency translation adjustment/reclassiioa 0.2 0.9 2.9
Comprehensive income (loss) $15.2 $25 $(55.0)

The following table summarizes the components ofiawlated other comprehensive loss:

December 31 December 31

2005 2006
Cumulative foreign currency translation adjustment $(2.9 $0.0
Accumulated other comprehensive loss $(2.9 $0.0

(p) Foreign Currency Translation

In accordance with SFAS No. 52 “Foreign CurrencgnBtation,” the financial statements of the Compmforeign subsidiaries where
the functional currency has been determined tdveddcal currency are translated into United Stdtdkars using year-end rates of exchange
for assets and liabilities and rates of exchangedpproximate the rates in effect at the transacatate for revenues, expenses, gains and
losses.

(q) Concentration of Credit Risk

Financial instruments, which potentially subje@ @ompany to concentrations of credit risk, congistcipally of cash and cash
equivalents, short-term investments, trade accaeetsvable 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 institutiongthva strong relative credit standing.
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(r) Use of Estimates

The preparation of financial statements in confeymiith Generally Accepted Accounting Principlegltie 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 finanstalements and the reported amounts of revenukesxgenses during the reporting period. ¢
estimates include revenue recognition, allowanceléobtful accounts, valuation of long-lived assetduding identifiable intangibles and
goodwill, accounting for income taxes including tieéated valuation allowance on the deferred taetsccruals for partial self-insurance,
contingencies and litigation and contingent acgoisiconsideration. In the future, the Company meajize actual results that differ from the
current reported estimates and if the estimateasabaave used change in the future, such charaygéd have a material impact.

(s) Reclassifications

The accompanying statements of cash flows sepgpnatiéct the operating, investing and financingtipms of the cash flows attributal
to its discontinued operations for each of the ygmesented. These amounts were reported on amedbasis as a single amount in prior
statements of cash flows. In addition, the balasim®ets and statements of operations have beessiéeld to present the discontinued
operations and certain prior period amounts haea lbeclassified to conform to the current periogkspntation.

(t) Recent Accounting Pronouncements

In June 2006, FASB issued Interpretation No.Ak&;ounting for Uncertainty in Income Taxes—an iptetation of FASB Statement
No. 109(FIN 48), which clarifies the accounting for unegnty in tax positions. This Interpretation regsitbat we recognize the impact of a
tax position in our financial statements, if thasjion is more likely than not of being sustaimedaudit, based on the technical merits of the
position. The provisions of FIN 48 are effective fiscal years beginning after December 15, 2006) the cumulative effect of the change
accounting principle recorded as an adjustmenp&ming retained earnings. The application of thée®nent will reduce our retained
earnings on January 1, 2007 by $0.3 million toease reserves for uncertain tax positions.

The SEC issued Staff Accounting Bulletin No. 108AB 108") in September 2006. SAB 108 expresseysithes of the SEC staff
regarding the process of quantifying the mateyialftfinancial misstatements. SAB 108 requires hibthbalance sheet and income statement
approaches be used when quantifying the mater@afityisstatement amounts. In addition, SAB 108 amst guidance on correcting errors
under the dual approach and provides transitiodaguie for correcting errors existing in prior ye&AB 108 was effective in the Company’s
fourth quarter of 2006. The adoption of SAB 108 wlid have a material impact on the Company’s cadat@d financial statements.

In September 2006, the FASB issued SFAS No. 1540y Value Measurements” (“SFAS 1577This new standard provides guidance
using fair value to measure assets and liabilémeds information about the extent to which companieasure assets and liabilities at fair
value, the information used to measure fair vadunel the effect of fair value measurements on egsnifhis framework is intended to prov
increased consistency in how fair value determamstiare made under various existing accountinglatds which permit, or in some cases
require, estimates of fair market value. SFAS 15@ axpands financial statement disclosure requérgsabout a comparsyuse of fair valu
measurements, including the effect of such measuresrnings. The provisions of SFAS 157 are dffedor financial statements issued for
fiscal years beginning after November 15, 2007. Thepany is in the process of determining the irhpéthis statement on its consolidated
financial statements.

In February 2007, the FASB issued FASB Statementl§8, The Fair Value Option for Financial Assets and Final Liabilities—
Including an Amendment of FASB Statement No. This standard
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permits an entity to choose to measure many fighirtstruments and certain other items at fair @althis option is available to all entities,
including not-for-profit organizations. Most of tipeovisions in Statement 159 are elective; howebheramendment to FASB Statement
No. 115,Accounting for Certain Investments in Debt and BgS8ecuritie s applies to all entities with available-fesele and trading securiti
Some requirements apply differently to entities thi@anot report net income. The FASB's stated dbjedn issuing this standard is as
follows: “to improve financial reporting by providj entities with the opportunity to mitigate voliéiin reported earnings caused by
measuring related assets and liabilities diffeyewithout having to apply complex hedge accounpngyisions.”

The fair value option established by Statementfddsenits all entities to choose to measure eligiielms at fair value at specified
election dates. A business entity will report ufizea gains and losses on items for which thevfalue option has been elected in earning:
another performance indicator if the businessyedties not report earnings) at each subsequentirgpdate. A not-for-profit organization
will report unrealized gains and losses in itsestagnt of activities or similar statement. The falue option: (a) may be applied instrumen
instrument, with a few exceptions, such as inveatsietherwise accounted for by the equity methbyigirrevocable (unless a new election
date occurs); and (c) is applied only to entirérimaents and not to portions of instruments.

Statement 159 is effective as of the beginningnotity’s first fiscal year that begins after Navger 15, 2007. Early adoption is
permitted as of the beginning of the previous figear provided that the entity makes that chaicthe first 120 days of that fiscal year and
also elects to apply the provisions of FASB Staten\o. 157 Fair Value Measurement$he Company is in the process of determining the
impact of this statement on its consolidated fin@scstatements.

Note 2. Restatement of Company’s Consolidated Finaral Statements

The Company completed an internal Equity Award Bevof its past practices for granting and pricitack options in August 2007. T
voluntary review was initiated by its current exéo® management team, with oversight from the Badmirectors and assistance from
outside legal counsel.

As a result of the findings of its equity awardiesv, the accompanying consolidated financial stateisfor the years ended
December 31, 2005 and 2004 have been restatedeStated consolidated financial statements includridited financial information for
interim periods of 2005 consistent with Article @0-of Regulation S-X. See Note 18. Quarterly Fim@ridata. The Company also recorded
additional stock-based compensation expense andiated tax adjustments affecting the Company’siptesly-reported financial statements
for 1998 through 2003, the effects of which are swarized in cumulative adjustments to its additiqreit-in capital, deferred compensation
and accumulated deficit accounts as of Decembe2@®13 in the amounts of $56.1 million, $6.6 milliand $62.9 million, respectively. See
the Consolidated Statements of Shareholders’ Equity

Impact on Previously Issued Reports and Financiab®ments

Consistent with the relevant accounting standandisracent guidance from the Securities and Exch&ugemission (the SEC”) as
part of the Equity Award Review, the grants durihg relevant period were organized into categdrésed on grant type and process by
which the grant was finalized. The Company analythecevidence related to grants in each categoppdf the Equity Award Review. T
evidence included, but was not limited to, eledt@nd physical documents, document metadata, é@ness interviews. The controlling
accounting standards were applied to the relewats fand circumstances, in a manner consistenttéthecent guidance from the SEC, to
determine the proper measurement date for event giighin each category. If the measurement date wed the same as the originally
assigned grant date, accounting adjustments wetle asrequired, resulting in stock-based compeamsatipense and related income tax
effects, as detailed below.
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Based on the results of the Equity Award Review,@mmpany concluded that, pursuant to Accountifigcipdes Board Opinion No. 25,
Accounting for Stock Issued to Employ(* APB 25”), and relevant interpretations, revised accountireasurement dates should be applied
to a substantial number of the stock option graatering options for the purchase of 15.2 millil)i®es of its common stock that were
awarded primarily between March 1998 and DecemB@82The use of the revised measurement datekdaftected option grants required
the Company to record a total of $75.0 million ddéional deferred compensation, with substantiallyf the increase relating to option
grants made before December 31, 2003. The Compswglho recorded $58.2 million in additional stbelsed compensation expense for the
years 1998 through 2005, reflecting the amortizatibdeferred compensation over the relevant vggieriods, which was typically over fo
years. After aggregate payroll tax adjustmentsincome tax adjustments of $9.6 million, the resteget resulted in total net adjustment:
net income (loss) of $48.6 million for the year®8%hrough 2005. This amount is net of forfeiturelated to employee terminations of
approximately $16.8 million. These amounts do nolude the unauthorized issuance of common stoakgehof $0.6 million and $5.7
million in 2002 and 2003 related to misappropriadgtions by the Company’s former stock administrascribed herein. The aggregate
amount of the Equity Award Review including the agpropriated options is $64.5 million comprisedhef $58.2 million in additional stock-
based compensation expense and $6.3 million oegehfor unauthorized issuance of common stoclerAfggregate other tax adjustments
and income tax adjustments of $9.6 million, theatesnent resulted in total net adjustments tom=ime (loss) of $54.9 million for the years
1998 through 2005. Approximately $26.6 million bétstock-based compensation expense was recor@8@1n which was primarily due to
cancellations from our Stock Option Cancel/Re-gRuaigram, as described herein, which resultedénmémaining unamortized deferred
compensation being expensed upon the cancellatibtarch 2001.

None of the adjustments resulting from the Equitya#d Review affected the Company’s previously-régabrevenue, cash, cash
equivalents or marketable securities balancesyrpanor periods.

Former Stock Option Administrator

During the course of the Equity Award Review, thanfpany discovered that Vencent Donlan, a formearkstption administrator, had
engaged in a fraudulent scheme by which he misgpijated options to purchase more than 700,000 shirgtock. lll-gotten gains from this
scheme approximated $6.3 million. The Company hasdht an action against Donlan seeking returtefitaudulently obtained stock
option proceeds. The Company also promptly alditedSEC of our discovery in March 2007. The SECm@mced an enforcement action
against Donlan, and the U.S. Attorney’s Office farded a grand jury subpoena to the Company seeéaugds related to Donlan and its
historical option granting practices. The Compaayg booperated with, and intends to continue to e@tp with, both the SEC and the U.S.
Attorney’s Office in their actions against Donlamdzotherwise. Donlan has consented to an injundtfonght by the SEC and has plead
guilty to federal criminal charges brought agalmst by the U.S. Attorney’s Office. The Company hasorded an unauthorized issuance of
common stock charge of $0.6 million and $5.7 millin 2002 and 2003, respectively, related to thétt
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Adjustments to Measurement Dates

As a result of the Equity Award Review, the Compdetermined under the criteria set forth in APBtI2&t option grants covering a tc
of 15.2 million of the shares of our common stoefjuire measurement date adjustments. For reasarnfethinto four categories, the
Company concluded that the measurement dates altigursed for those option grants did not meetctiiteria to establish a measurement
date as set forth in APB 25. For some of thosetgramore than one reason applied. The four categarie:

« Lack of Contemporaneous Documentatiofthe Equity Award Review identified a number of gsafor which the Company was
unable to locate contemporaneous documentationroong that either a Compensation Committee apgrogeurred or the CEO Award
Grants occurred on the indicated grant date. Thagamy identified grants requiring measurement ddjestments under the criteria of
APB 25 when it was unable to locate contemporandoasmentation confirming that (1) a meeting ocedron the grant date, (2) the CEO
approved the grant on the grant date, (3) the Casgimmn Committee approved the grant on the gratet or (4) the identification of
employee-recipients and grant amounts were findlimethe grant date. The affected grants involyaiibas allowing the purchase of
3.7 million shares of our common stock. Of thesgomg, options to purchase 0.5 million shares vggamted to Executive Officers, options to
purchase 60,000 shares were granted to three @fdhmany’s current Directors and options to purel&g million shares were granted to
other employees. Adjustments to the APB 25 measemenates for the grants covered by these grasited in the recording of additional
deferred compensation of $25.9 million, and amatiin of stock-based compensation expense of $8Rlidn, with the remaining
$3.5 million eliminated due to forfeitures and tamations.

« Date Selection/Indications of Other Dated-or twelve grant dates, the Equity Award Reviewniffeed documents that indicated that
the grant date for some options was selected, tvitlbenefit of hindsight after the date indicatadiee unanimous written consent or after the
CEO authorization form documenting the approvahose options. The affected awards on these twghuet dates involved option grants
covering 7.0 million shares. Of these option graopgions to purchase 1.3 million shares were gt Executive Officers and options to
purchase 5.7 million shares were granted to ottmal@yees. Adjustments to the APB 25 measuremessdat these grants resulted in the
recording of additional deferred compensation &.$Imillion and amortization of stodkased compensation expense of $9.9 million, wi¢
remaining $3.2 million eliminated due to forfeitarand terminations. Each of the twelve grant data® on dates when the closing price of
the Company’s common stock was at or near the loprese experienced during the previous 7 weeksaolier.

* Subsequent Allocations.In 1999, 2000, 2001, 2002 and 2003, the Companyerfzade, broadrased grants of stock options covetr
a substantial percentage of our employees. Witheago seven of the brodmsed grant dates, the Equity Award Review idettithat it ha
not completed allocations of options to individeaiployees by the time the grant was approved bypeosation Committee. The affected
awards on these seven grant dates involved optanmtgcovering 4.2 million shares. Of these optarards, options to purchase 0.2 million
shares were granted to Executive Officers and ogtio purchase 4.0 million shares were grantedner@mployees. Adjustments to the
APB 25 measurement dates for these grants resultbd recording of additional deferred compensetb$23.8 million and amortization of
stock-based compensation expense of $17.5 milliith,the remaining $6.3 million eliminated due twfeitures and terminations.

* Pre-Hire Grants. The Company made certain grants in connection effgrs of employment to new employees were madgrant
dates that preceded the employee’s hire date. Tgrasés involved options to purchase a total ofrilion shares. Of these option grants,
options to purchase 0.2 million shares were grattdtkecutive Officers and options to purchasenilon shares were granted to other
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employees. Adjustments to the APB 25 measuremeéas dar these grants resulted in the recordingidftinal deferred compensation of
$7.9 million and amortization of stock-based congagion expense of $3.9 million, with the remain$izg0 million eliminated due to
forfeitures and terminations.

Other Adjustments

During the course of the Equity Award Review, thenfpany identified some instances in which adjustsyemdeferred compensation
were required that were not related to changeseasurement dates for the following reasons:

« Non-Employee Grants.Certain grants made to consultants and board advisaer our incentive stock option plan, whiclowkd
only grants to employees. These grants were aceddat under APB 25 as if they were proper incentitock option awards. In some
instances, individuals were added to the Compapsysoll, even though they were not employees. Tfeeted awards involved options to
purchase 0.3 million shares, of which options tochase 75,000 shares were issued to one of ouctBiseprior to his joining WF§ Board of
Directors. To correctly account for these grantadgoordance with SFAS 123 and EITF 96-18, “Accaumfor Equity Instruments That are
Issued to Other Than Employees for Acquiring, o€onjunction with Selling, Goods or Services”, wearded $3.6 million in additional
deferred compensation during 1998 through 2003aamaktization of stock-based compensation expen$8.6fmillion.

* Modifications of Existing Grants With respect to 0.3 million option grants, rifmétions were made to employee stock options that
were not accounted for in accordance with APB 2t modifications included the extension of the fsesvice exercise period for vested
stock options of terminated employees and the arafibn of vesting for an Executive Officer, whigsulted in $0.1 million of additional
deferred compensation and amortization of stoclett@®mpensation expense. Adjustments to refleantbdification of terms in accordance
with APB 25 resulted in the recording of $1.3 noifliin additional deferred compensation and amditizaf stock-based compensation
expense of $1.3 million, to properly account fazdlh modifications.

The Company previously recorded stock-based conapiensexpenses in prior periods for certain foremployees for whom, in
connection with their terminations, the post-sexwagercise period for vested stock options wasnele@ or of the vesting period of stock
options was accelerated. Those charges were aewbiortcorrectly pursuant to APB 25. However, assalt of adjustments made in the
restatement, the previously-recorded deferred cosgi®n charge was reduced by $0.4 million.

During the course of the Equity Award Review, thenfpany discovered that a former stock option adstiatior had engaged in a
fraudulent scheme by which he misappropriated aptto purchase more than 700,000 shares of stbgatien gains from this scheme
exceeded $6.3 million, and the Company has recardatchauthorized issuance of common stock char§8.6fmillion and $5.7 million in
2002 and 2003, respectively, related to this theft.

Aggregate Financial Statement Impact of the Measorent Date and Other Adjustments Identified in thejeiity Award Review

The aggregate gross additional deferred compemstitad the Company recorded for the years 19981g4ir@003 as a result of
information identified in the Equity Award Review $75.0 million. The aggregate gross additiona¢édetl compensation that the Company
recorded for the years 2004 through 2005 was aadimf approximately $0.5 million primarily as auét of reductions in deferred
compensation to reflect reductions in its stockefor option grants that were repriced and reguaiable accounting treatment for grants
issued prior to 2004. The aggregate gross addltiefarred compensation for the years 1998 thr@@if}b does not reflect the elimination of
$16.8 million in deferred compensation due to sgheat forfeitures related to employee terminatiand cancellations. In
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addition, the remaining amount of deferred compgmsaotaling $0.1 million at December 31, 2005 vetiminated in accordance with the
provisions of SFAS No. 123 (revised 2008hare-Based Paymentr SFAS 123R, which the Company adopted effectareuary 1, 2006.
After these reductions, the Company recordethdditional stock-based compensation expense oR$8Blion for the years 1998 through
2005 in connection with its Equity Award Review.té&frelated tax adjustments of $9.6 million, thetatement resulted in total net
adjustments to net income (loss) of $48.6 millionthe years 1998 through 2005. These amounts dinciade the unauthorized issuance of
common stock charge of $0.6 million and $5.7 millio 2002 and 2003, respectively, related to misgmated options by the Company’s
former stock administrator described herein. Thgregate amount of the Equity Award Review including misappropriated options is $6€
million comprised of the $58.2 million in additidre&iock-based compensation expense and $6.3 mdfiancharge for unauthorized issuance
of common stock. After aggregate other tax adjustsiand income tax adjustments of $9.6 million,résatement resulted in total net
adjustments to net income (loss) of $54.9 millionthe years 1998 through 2005. The adjustmentaati@ffect the Company’s previously-
reported revenue, cash, cash equivalents or matketacurities balances in any prior period.

Related Tax Adjustments

In the Companys restated financial statements for 1998, 19990201 2001, the Company recorded income tax beraf$0.5 million
$1.6 million, $3.5 million, and $7.3 million, resg&ely, with respect to additional stock-based pemsation expense relating to U.S.-based
income. At December 31, 2002, the Company had daiadal net deferred tax assets for additionatlstbased compensation expense as
such amounts were offset by a valuation allowaNcetax benefits were recorded for additional stbeked compensation expense recorded
during 2002 as such amounts were offset by a vialuatlowance because the Company did not beliaeh additional deferred tax assets
were more likely than not to be realized. At Decem®il, 2002, the Company concluded that a fullatidm allowance against its deferred
assets was appropriate as a result of our cumelktsses as of December 31, 2002, which causegsamption that any deferred tax assets
would be difficult to realize, and reversed the2baillion of deferred tax assets recognized inpperiods which were yet to be realized for
tax purposes, thereby increasing tax expense (rtidlion. The Company recorded an income tax bieoéf1.5 million in 2003 related to
income tax benefits realized from employee stodioopexercises in 2003 that reduced its tax litibsi Prior to the restatement, such income
tax benefits were credited to additional paid-ipita because there was no associated stock-basegensation expense related to such
employee stock options. No income tax benefits wecerded for additional stock-based compensatid®0D4 and 2005 because of the
Company’s domestic tax losses prior to deductiefeted to employee stock options. As a resultcthmulative net income tax benefit we
recorded through December 31, 2005 was $10.2 millihe Company also recorded net other non-incaxmeayroll expenses of
$0.6 million, resulting in total related tax adjments of $9.6 million. The other non-income taxmpélyexpenses recorded were $1.0 million,
$10.3 million, $1.6 million and $0.9 million for 29, 2000, 2001, and 2002, respectively. As a regutie expiration of certain statutory
periods, previously recorded non-income tax payeflenses were reduced by $0.4 million, $12.2 oniland $0.6 million in 2003, 2004, and
2005, respectively.
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Restatement of Our Consolidated Financial Statemeast

The following table summarizes the additional defdrcompensation recorded on an annual basisestith of the equity award review,
categorized by each of the four reasons that leédet@etermination that particular option grantiethto meet the measurement date criteri
APB 25, together with the other adjustments madewlere not related to changes in measurement:dates

Cumulative Cumulative
Amount Years ended Amount
Years Ended December 31 December 31 December 31 December 31
1998 1999 2000 2001 2002 2003 2003 2004 2005 2005
(in millions)
Additional Deferred Compensation
Recorded:
No contemporaneous documentation $3.2 $4.6 $174 $00 $— $0.7 $25.¢€ $0.0 $0.0 $25.¢€
Date selection/Indication of other date — — 5.2 4.3 3.1 1.0 13.6 (0.2) (0.3) 13.1
Subsequent allocatior — 1.2 16.8 — — 5.8 23.8 — — 23.8
Start date issues 0.2 43 2.2 0.1 0.3 0.4 7.5 0.1 0.4 8.0
Other adjustments(a) 01 2.8 17 (13 _01 0.3 3.7 0.5 0.0 4.2
Subtotal $35 $12¢ $43.: $3.1 35 $8.2 $74.5 $04 $0.1 $75.C
Unauthorized issuance of stock by
administrator $— $— $— $— $06 _$57 $6.3 $— $— $6.3
Total $35 $12¢ $43% $31 $41 $13¢ $80.€ $04 $0.1 $81.5

(@) Represents adjustments related to modificatiorntsithee made to employee stock options which indutthe extension of the post-service exercise pddodested stock
options of terminated employees and the accelerafizesting.

The following table summarizes the activity in atdial deferred compensation as well as additist@dk-based compensation expense

and related tax adjustments on an annual basis.tdblie does not include previously-recorded agtivi deferred compensation or stock-
based compensation expense:

Cumulative Cumulative
Amount Years Ended Amount
Years Ended December 31 December 31 December 31 December 31
1998 1999 2000 2001 2002 2003 2003 2004 2005 2005
(in millions)

Activity in Deferred Compensation
Deferred compensation

adjustmer—beginning balanc $— $22 $10z $38: $70 $2¢ $ — $6.6 $3.2 $ —
Additional deferred compensation

recordec 35 129 43.3 3.1 g5 8.2 74.5 0.4 0.1 75.0
Additional stock-based

compensation expense amortization

(a) 1.3) (4.4) (11.3) (26.6) (6.1) (3.7 (53.4) (2.2) (2.6) (58.2)
Elimination due to employee

terminations — (05 (B9 (7.8 (1.5) (0.8 (14.5) (1.6) (0.7) (16.8)
Additional deferred

compensatic—ending balanc $22 $102 $38: $7C $29 $6€ $6.6 $3.2 $(0.0 $(0.0
Additional Stock-Based

Compensation Expense and

Related Tax Adjustments
Additional stock-based

compensation expen $13 $44 $11.: $26€ $6.1 $3.7 $53.4 $22 $26 58.2
Other tax adjustments(b) — 1.0 10.3 1.6 0.9 (0.4 13.4 (12.2) (0.6) 0.6
Additional operating expenses 1.3 5.4 21.6 28.2 7.0 3.3 66.8 (10.00 2.0 58.8
Income tax expense (benefit) (0.5) (1.6) (35 (7.3) 42 (15 (10.2) — — (10.2)
Net adjustmen $08 $38 $18.1 $20¢ $112z $1.8 $56.€ $(10.0 $20 $48.€

(@) Theincrease in stock-based compensation experZ3dihprimarily reflects the cancellations from &iock Option Cancel/Regrant Program in March 208ich
resulted in the remaining unamortized deferred aamsption being expensed
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upon cancellation. In addition, the remaining antafrdeferred compensation totaling $0.1 milliorDetcember 31, 2005 was eliminated in accordande tvé provisions
of SFAS No. 123 (revised 2004hare-Based Paymemt; SFAS 123R, which we adopted effective JanuaB006.

(b) Reflects the accrual of payroll related galjustments in 1999 through 2002, and a reductiguch accruals due to the expiration of statuteguirements in 2003 through
2005.

The following table summarizes the impact of thdinal stock-based compensation expense resutimg the review of our equity
award practices on our previously-reported stockedacompensation expense on an annual basis, exgling impact of an additional $0.6
million and $5.7 million in 2002 and 2003, respeely, related to the theft of shares by the Com{mformer stock administrator:

Stock-Based Compensation Expens
As Reported Adjustments As Restated

(in millions)
Year ended December 31, 2C $0.1 $2.6 $2.7
Year ended December 31, 2C 0.2 2.2 2.4
Year ended December 31, 2C 6.3 3.7 10.0
Year ended December 31, 2C — 6.1 6.1
Year ended December 31, 2C — 26.6 26.6
Year ended December 31, 2C — 11.3 11.3
Year ended December 31, 1€ — 4.4 4.4
Year ended December 31, 1998 = 1.3 1.3
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Impact of the Additional Stoc-Based Compensation Expense-Related AdjustmentthenConsolidated Financial Statements

The following table presents the impact of the &ddal stock-based compensation expense-relatedtangnts, the issuance of
unauthorized common stock, as well as the resuheftliscontinuance of our international businessesur previously reported consolidated
statements of operations for the year ended Decedflid and 2005.

RECONCILIATION OF CONSOLIDATED BALANCE SHEET FOR DE CEMBER 31, 2005

(in millions)
Adjustment for
International As Restated for  Adjustment for
Discontinued Discontinued Stock Basec
As Reported* Operations QOperations Expenses As Restated
Assets
Current asset:
Cash and cash equivale! $
$ 129 $ (5.2) $ 7.7 — $ 1.7
Accounts receivable, n 109.6 (9.6) 100.0 — 100.0
Income taxes receivab — — — — —
Prepaid expenst 2.3 0.2 2.5 — 2.5
Employee loans and advanc 0.4 (0.4) — — —
Other current asse 4.6 (1.6) 3.0 — 3.0
Current assets of discontinued operati 46.7 16.6 63.3 — 63.3
Total current asse 176.5 (1.9) 174.6 — 174.6
Property and equipment, r 14.6 1.7) 12.9 — 12.9
Goodwill 119.9 — 119.9 — 119.9
Other intangibles, ne 7.4 — 7.4 — 7.4
Deferred tax asse 18.9 (2.3) 16.6 — 16.6
Investments in unconsolidated affiliai 2.1 — 2.1 — 2.1
Other asset 0.9 — 0.9 — 0.9
Non current assets of discontinued operat 1.7 4. 5.7 — 5.7
Total asset $ 342.C $ — $ 342.C $ — $ 342.C
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $
$ 229 $ (1.3) $ 216 — $ 216
Accounts payab—related party 0.8 (0.8) — — —
Accrued expense 18.0 (2.7) 15.3 0.6 15.9
Accrued compensatic 13.0 (1.8) 11.2 — 11.2
Billings in excess of costs on completed contr. 4.3 (0.1) 4.2 — 4.2
Deferred tax liabilities 6.6 (2.3) 4.3 — 4.3
Tax contingencie 1.8 1.8 — 1.8
Accrual for contingent acquisition considerat 8.2 — 8.2 — 8.2
Accrual for unused office spa 0.5 — 0.5 — 0.5
Income taxes payab 2.0 (1.9) 0.1 — 0.1
Capital lease obligations and ott
shor-term deb 0.3 — 0.3 — 0.3
Current liabilities of discontinue
operations 30.1 10.9 41.0 — 41.0
Total current liabilities 108.5 — 108.5 0.6 109.1
Capital lease obligations and debt, net of curpemntion 0.4 — 0.4 — 0.4
Accrual for unused office space, net
current portior 1.2 — 1.2 — 1.2
Other liabilities 1.3 — 1.3 — 1.3
Other long term liabilities of discontinue
operations 0.3 — 0.3 — 0.3
Total liabilities 111.7 — 111.7 0.6 112.3
Stockholder’ equity:
Preferred stoc — — — —
Common stocl — — — — —
Additional paic¢in capital 324.9 — 324.9 54.4 379.3
Deferred compensatic — — — (0.0) (0.0)
Accumulated defici (91.7) — (91.7) (55.0) (146.7)
Accumulated other comprehensive | (2.9) — (2.9) — (2.9)
Total stockholder equity 230.3 — 230.3 (0.6) 229.7
Total liabilities and stockholde’ equity $ 342.C $ — $ 342.C $ — $ 342.C
* Certain items in the balance sheet have been stfadasto conform to the current period presentatio
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RECONCILIATION OF CONSOLIDATED STATEMENT OF OPERATI ONS FOR 2005

(in millions, except per share data)
Adjustment for As Restated

International for Adjustment for
As Discontinued Discontinued Stock Basec
Reported Operations Operations Expenses As Restated
Revenue: $375.2 $37.6 $337.7 $ — $337.7
Cost of revenue 291.0 30.9 260.1 1.3 261.4
Gross profit 84.3 6.7 77.6 (1.3) 76.3
Selling, general and administrative exper 69.3 8.6 60.7 0.8 61.5
Contingent acquisition considerati (2.1) — (2.1) — (2.1)
Operating income (los: 17.1 (1.9) 19.0 (2.1) 16.9
Other income (expense
Interest income, ne 0.1 — 0.1 — 0.1
Foreign currency gain (los (0.4) (0.6) 0.2 0.2
Total other income (expens (0.3) (0.6) 0.3 — 0.3
Income (loss) from continuing operations bet
income taxe: 16.8 (2.5) 19.3 (2.2 17.2
Provision (benefit) for income tax 5.4 (0.5) 59 — 59
Income (loss) from continuing operatic 114 " (2.0) 13.4 2.2) 11.3
Income (loss) from discontinued operati (7.7) 2.0 9.7) 0 (9.7)
Net income (loss $ 37 $ — $ 37 $ (2.2) $ 16
Net income (loss) from continuir -
operations
Basic $ 0.15 $ 0.18 $ 0.15
Diluted $ 0.15 $ 0.18 $ 0.15
Loss from discontinued operatio
Basic $ (0.10) $(0.19) $ (0.13)
Diluted $ (0.10 $(0.19 $ (0.139)
Net income (loss), per she
Basic $ 0.05 $ 0.05 $ 0.02
Diluted $ 0.05 $ 0.05 $ 0.02
Weighted average common shares outstan
Basic 74.0 74.0 — 74.0
Diluted 75.3 75.3 (0.3) 75.0

The following table presents details of the totatk-based compenstion expense (excluding the itrgather tax
and income tax adjustments) thaincludedin each functional line item in the consolidateatestnent of operatior

SugplementaI.Data on Stock-Based
ompensation Expenst

Cost of revenu $ — $ — $ — $ 17 $ 1.7
Selling, general and administrati 0.1 0.1 1.0 1.1

0.1 — 0.1 2.1 2.8
Discontinued operatior _ _ _ 0.0 0.C
Total $ 01 $ — $ 0.1 $ 27 $ 2.8

The following table presents details of the noreme tax payroll related expense (credit) thatdduided in each functional line item in the consatét
statement of operations:
Supplemental Data on No-Income
Tax Payroll Expense

Cost of revenu $ — $ — $ — $ (0.9) $ (0.4)
Selling, general and administrati — = — (0.2) (0.2)

— — — (0.6) (0.6)
Discontinued operatior — — — 0.0 0.0
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RECONCILIATION OF CONSOLIDATED STATEMENT OF OPERATI ONS FOR 2004

(in millions, except per share data)
Adjustment for
International As Restated for Adjustment for

Discontinued Discontinued Stock Basec
As Reported Operations Operations Expenses As Restated

Revenues $334.2 $(38.0) $296.2 $ — $296.2
Cost of revenues 263.0 (30.2) 232.8 (6.0) 226.8
Gross profit 71.2 (7.8) 63.4 6.0 69.4
Selling, general and administrative expenses 59.2 (6.1) 53.1 3.2) 49.9
Contingent acquisition consideration and restateme

fees 13.9 13.9 — 13.9
Operating income (loss) (1.9) 1.7) (3.6) 9.2 5.6
Other income (expense):
Interest income (expense), net 0.2 — 0.2 — 0.2
Foreign currency gain (loss) 0.3 (0.4) (0.1) — (0.1)
Impairment of investment in unconsolidated affdiat

and other income (expenses), (2.9) — (2.9 — (2.9)
Total other income (expense) (2.9) (0.9 (2.8) — (2.8)
Income (loss) from continuing operations incomeetax (4.3) (2.1) (6.4) 9.2 2.8
Provision (benefit) for income taxes 0.1 (0.7) (0.6) — (0.6)
Income (loss) from continuing operations (4.4) (1.4) (5.8) 9.2 3.4
Income (loss) from discontinued operations 9.4 1.4 10.8 0.8 11.6
Net income (loss $ 50 $ (0.0) $ 50 $10.0 $ 15.0
Net income (loss) from continuing operatic

Basic (0.07) (0.09) $ 0.05

Diluted (0.07) (0.09) $ 0.05
Loss from discontinued operatio

Basic 0.14 0.16 $ 0.16

Diluted 0.14 0.16 $ 0.15
Net income (loss), per she

Basic 0.07 0.07 $ 0.21

Diluted 0.07 0.07 $ 0.20
Weighted average common shares outstani

Basic 67.7 67.7 72.8

Diluted 67.7 67.7 75.3

The following table presents details of the totabk-based.compensation expense (excluding thedngbather tax and income tax

adjustments) that iscludedin each functional line item in the consolidateatsient of operations
Supplemental Data on Stock-Based
Compensation Expense

Cost of revenue $ — $ — $ — $ 15 $ 15
Selling, general and administrative 0.2 0.2 0.7 0.9

0.2 — 0.2 2.2 2.4
Discontinued operations — — — 0.0 0.0
Total $ 0.2 $ — $ 0.2 $ 2.2 $ 24

The following table presents details of the nomime tax payroll related expense (credit) thatdduided in each functional line item in
the consolidated statement of operations:

Supplemental Data on Non-Income
Tax Payroll Expense

Cost of revenue $ — $ — $ — $ (7.5 $ (7.5
Selling, general and administrative — — — (3.9) (3.9)

— — — (11.4) (11.4)
Discontinued operations — — — (0.8) (0.8)
Total $ — $ — $ — $(12.2) $(12.2)
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RECONCILIATION OF CONSOLIDATED STATEMENT OF CASHFL OWS
Year ended December 31, 2005
(in millions)

Adjustment for

International As Restated for  Adjustment for
Discontinued Discontinued Stock Based
As Reported Operations Operations Expenses As Restated
Operating Activities
Net income (loss $ 37 $ — $ 3.7 $(2.1) $ 1.6
Less: income (loss) from discontinued operati 7.7) (2.0) (9.7) — 9.7)
Income (loss) from continuing operatic 11.4 2.0 134 (2.1) 11.3
Adjustments to reconcile net income (loss) fromtizaring
operations to net cash provided by continuing djmsia:
Depreciation and amortizatic 8.0 (1.3) 6.7 — 6.7
Deferred income taxe 5.5 0.1 5.6 — 5.6
Asset impairment charges and net (gain) loss guodison of
fixed asset: 0.7 (0.6) 0.1 — 0.1
Provision (credit) for doubtful accour 0.5 — 0.5 — 0.5
Stock based compensati 0.1 — 0.1 2.7 2.8
Changes in assets and liabilities, net of acqaissti
Accounts receivabl (2.9) (6.6) (9.5) — (9.5)
Prepaid expense 0.9 — 0.9 — 0.9
Other asset (2.3) 0.2 (2.1) — (2.1)
Accounts payabl (4.9) 13 (3.6) — (3.6)
Accrued expense 9.6 0.7) 8.9 (0.6) 8.3
Accrued compensatic — 0.7 0.7 — 0.7
Tax contingencie 0.4 (0.5) (0.1) — (0.1)
Accrual for contingent acquisition considerat (2.1) — (2.1) — (2.1)
Billings in excess of cost on completed contri (3.3) 0.1) (3.4) — (3.4)
Accrual for unused office spa (0.9) — (0.9) — (0.9)
Income tax payabl (1.5) 0.4 (1.1) — (1.1)
Other liabilities (0.1) 0.2 0.1 — 0.1
Net cash provided by (used in) continuing operation 19.1 4.9) 14.2 0.0 14.2
Investing activities
Sale/Maturity of short term investmet 7.6 — 7.6 — 7.6
Cash paid for contingent acquisition considera (17.1) — (17.1) — (17.1)
Cash paid for acquisition, net of cash acqu (33.6) — (33.6) — (33.6)
Capital expenditures (8.0) 1.1 6.9) — (6.9)
Net cash used in investing activities from contirui
operations (51.1) 1.1 (50.0) — (50.0)
Financing activities
Proceeds from issuance of common si 2.6 — 2.6 — 2.6
Proceeds from issuance of common stock under eragloy
stock purchase ple 2.4 (0.1) 2.3 — 2.3
Repayment of capital lease obligations (0.4) — (0.4) — (0.4)
Net cash provided by financing activities from
continuing operation 4.6 (0.1) 4.5 — 4.5
Net cash flows of continuing operatic (27.4) (3.9 31.3) 0.0 31.3)
Cash flows of discontinued operations (Rev—see Note 1(s]
Operating Cash Flow (11.8) 1.6 (10.2) — (10.2)
Investing Cash Flow (2.0) 2.2) (2.2) — (2.2)
Effect of exchange rates on cash and cash equigalen 1.1 (0.1) 1.0 — 1.0
Net cash flows of discontinued operations a1.7) 0.3 (11.4) — (11.4)
Net decrease in cash and cash equiva (39.1) (3.6) (42.7) 0.0 (42.7)
Cash and cash equivalents at beginning of year 52.0 (1.6) 50.4 — 50.4
Cash and cash equivalents at end of year $ 129 $(5.2 $ 7.7 $ — $ 7.7
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RECONCILIATION OF CONSOLIDATED STATEMENT OF CASHFL OWS

Year ended December 31, 2004

Operating Activities
Net income (loss
Less: income (loss) from discontinued operati
Income (loss) from continuing operatic

Adjustments to reconcile net income (loss) fromtizaring
operations to net cash provided by continuing dpmrs:
Depreciation and amortizatic
Deferred income taxe
Asset impairment charges and net (gain) loss guoditon

of fixed asset
Equity loss in unconsolidated affiliat
Tax benefit from stock optior
Provision (credit) for doubtful accour
Stock based compensati
Changes in assets and liabilities, net of acqoissti
Accounts receivabl
Prepaid expens¢
Other asset
Accounts payabl
Accrued expense
Accrued compensatic
Tax contingencie
Accrual for contingent acquisition considerat
Billings in excess of cost on completed contri
Accrual for unused office spa
Income tax payabl
Other liabilities
Net cash provided by (used in) continuing operation

Investing activities
Sale/Maturity of short term investmet
Cash paid for contingent acquisition considera
Cash paid for acquisition, net of cash acqu
Proceeds from the disposition of discontinued ojema
Cash transferred to restricted ci
Investment in unconsolidated subsidi
Capital expenditures
Net cash used in investing activities from contirgui
operations

Financing activities

Proceeds from issuance of common st

Proceeds from issuance of common stock under eragloy

stock purchase ple
Repayment of capital lease obligations
Net cash provided by financing activities from
continuing operation

Net cash flows of continuing operatic

Cash flows of discontinued operations (Rev—see Note 1(s)
Operating Cash Flow
Investing Cash Flow
Effect of exchange rates on cash and cash equigalen

Net cash flows of discontinued operations

Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

(in millions)

Adjustment for

International As Restated for  Adjustment for
Discontinued Discontinued Stock Based
As Reported Operations Operations Expenses As Restated

$ 5.0 $ — $ 5.0 $10.0 $15.0
9.4 1.4 10.8 0.8 11.6
(4.4) (1.4) (5.8) 9.2 34
7.2 0.7) 6.5 — 6.5
(1.4) (0.1) 1.5) — (1.5)
0.2 (0.2) — — _
3.1 — 3.1 — 3.1
(0.7) — (0.7) — (0.7)
(0.7) — (0.7) — (0.7)
0.2 — 0.2 2.2 2.4
(21.2) 5.4 (15.8) — (15.8)
(0.6) (0.1) (0.7) — (0.7)
(0.5) 0.9 0.4 — 0.4
14.4 (0.8) 13.6 — 13.6
(7.4) 0.1 (7.3) (11.4) (18.7)
— (0.1) (0.1) — (0.1)
(1.2) 0.2) (1.4) — (1.4)
14.4 — 14.4 — 14.4
(1.0) 0.2 (0.8) — (0.8)
(1.0 — (.0) — (1.0)
2.1 1.2) 0.9 — 0.9
(0.2) = (0.2) = (0.2)
1.3 1.8 3.1 (0.0 3.1
27.5 — 27.5 — 27.5
(8.3) — (8.3) — (8.3)
(53.9) — (53.9) — (53.9)
L.0) — L0) - (L.0)
(7.7 2.7 (5.0) (5.0)
(43.4) 2.7 (40.7) = (40.7)
7.3 — 7.3 — 7.3
34 — 34 — 3.4
(0.5 — 0.5) — (0.5)
10.2 — 10.2 — 10.2
(31.9) 4.5 (27.4) 0.0) (27.4)
7.4 (2.4) 5.0 — 5.0
(0.2) (2.7) (2.9) — (2.9)
(0.1) — 0.2) — (0.1)
7.1 !5.1) 2.0 — 2.0
24.8) (0.6) (25.4) 0.0) (25.4)
76.8 !l.O) 75.8 — 75.8
$ 52.0 $(1.6) $50.4 $ — $50.4

153




Note 3. Goodwill and Other Intangible Assets

The following tables set forth information for fieilived intangible assets subject to amortizatiormillions):

As of December 31, 200 As of December 31, 200
Accumulated
Gross Net Gross Accumulated Net
Value  Amortization Value Value Amortization Value
Acquired finite-lived intangible asse
Customer relationshig $ 34 $(0.9) $25 $10.0 $(1.6) $ 84
Contracts and Backlc 6.0 (1.8) 4.2 7.5 (2.8) 4.7
Non-compete agreemer 1.3 (0.7) 0.6 1.3 (1.2) 0.2
Trade names 0.4 (0.3) 0.1 0.4 (0.3) 0.1
Total $11.1 $(3.7) $7.4 $19.2 $(5.9) $13.4
Aggregate amortization expen $ 1.7 $ 21

The increase in finite-lived intangibles in 2006e$ated to the acquisition of Madison Researchp@ation. Refer to the schedule below
and to Note 5 of the Consolidated Financial Stateme

As of December 31, 200

Weighted
Accumulated Average
Gross Net Amortization
Value Amortization Value Period (years)
Acquired Intangible Asse
Customer relationshif $6.5 $(0.2) $6.3 10.C
Contracts and Backlog 1.6 (0.2) 14 2.8
Total $8.1 $(0.4) $7.7 8.6

Information about estimated amortization expensénfangible assets subject to amortization forfihe years succeeding December
2006, is as follows (in millions):

Amortization
Expense
2007 $2.8
2008 2.1
2009 1.7
2010 1.1
2011 1.0
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The changes in the carrying amounts of goodwilbpgrating segment for the year ended December@®5 @nd 2006, are as follows
millions):

Wireless
Enterprise Government
Network
Network Network
Services Services Services Total
Balance as of December 31, 2004 $25.5 $ 11.2 $ 45.9 $ 82.6
Acquisitions — — 29.4 29.4
Adjustments — 0.2 (0.6) (0.49)
Earn-out consideration — 6.9 1.4 8.3
Balance as of December 31, 2005 25.5 18.3 76.1 119.¢
Acquisitions/Purchase Accountil — — 53.8 53.8
Impairments — (18.3) — (18.3)
Balance as of December 31, 2006 $25.5 $ — $129.¢ $155.4

We test goodwill for impairment annually during floeirth quarter of each fiscal year at the repgrtinit level using a fair value
approach, in accordance with the provisions of SN&8S142,Goodwill and Other Intangible Asset®ur annual testing resulted in no
impairments of goodwill in fiscal year 2005.

In 2006 the annual test resulted in a non-cashimmeat charge of $18.3 million in the EnterprisetiMerk Services segment. This was
due in part to changes in the industry and theegfiafocus of the Company as well as operatiohallenges from significant employee
turnover that we encountered after the completich®earn-out periods. The fair value of goodwidls estimated by taking into
consideration recent performance and expecteddygerformance and using a combination of a disealoash flow model and a market
approach model which takes into consideration coatpa businesses and market transactions. We atsducied based upon this analysis
intangible assets for ENS were not impaired.

If an event occurs or circumstances change thatdvoore likely than not reduce the fair value akporting unit below its carrying
value, goodwill will be evaluated for impairmentiveen annual tests.

Note 4. Discontinued Operations
(a) EMEA Operations

During the second quarter of 2004, the Company rifaeldecision to sell or otherwise divest its Natwidlanagement business in
Scandinavia—a part of our EMEA operations which hadn reported in its Wireless Network Servicesrsag. WFI determined that this
entity met the criteria to classify it as held gale. Accordingly, WFI has reflected this operatiendiscontinued in accordance with SFAS
No. 144,“Accounting for the Impairment or Disposal of Lohgred Assets.” After actively marketing to sell¢Hiusiness for one quarter, the
Company made the decision to wind-down this openati the third quarter of 2004. As of DecemberZ&104 operations had been
substantially wound-down. All prior period amouhts/e been restated to reflect these operationsesndinued.

On December 28, 2006, the Board of Directors ofGbepany approved a plan to divest portions ofGbmpany’s business where
critical mass has not been achieved. This plamuded the divestiture of all of the Company’s rerrairEMEA operations. Accordingly,
WFI has reflected this operation as discontinueakicordance with SFAS No. 144, “Accounting for mpairment or Disposal of Long-
Lived Assets.” On March 9, 2007, the Company siga&kfinitive Agreement with LCC International (LOQo sell WFI's EMEA
operations in a cash for stock transaction valuet anillion.

Revenue generated by these operations was $34i8m#27.1 million and $17.0 million for 2004, 2B@nd 2006 respectively. Net
income (loss) in these operations were $1.6 mill&in1 million, and
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$(3.2) million and income tax expense (benefit) $g&5) million, $0.0 million and $0.1 million f@004, 2005 and 2006 respectively.
(b) Latin American Operations

In December 2005, the Company’s Board of Directoasle the decision to exit the Company’s Mexicanatpns and certain of its
other deployment businesses in South America. Ryitiris decision, these operations had been regpantits Wireless Network Services
segment. The Company determined that these opesatieet the criteria to be classified as held &b&.sAccordingly, WFI has reflected the
operations as discontinued in accordance with SNASL44, “Accounting for the Impairment or DisposélLong-Lived Assets.” The South
American operations were substantially shut dowafake end of December 2005. On February 17, 20@Company entered into a
definitive agreement to divest all of our operasiam Mexico for total approximate cash consideratib$18.0 million, which approximates
the net book value of the operations, including.318illion of liabilities associated with a lossntimgency. The transaction closed on
March 10, 2006. The transaction was structuredsadeaof our subsidiaries in Mexico, and the puseharice consisted of $1.5 million in ce
paid on February 17, 2006, plus a secured pronyissuaie payable in installments through Decembe2B06. The note was fully paid as of
the end of December 31, 2006. Total cash consideraf $18.9 million was collected related to ttrsnsaction. All prior period amounts
have been restated to reflect these operationsesndinued.

(b) South American Operations

On December 28, 2006, the Board of Directors ofGbenpany approved a plan to divest portions ofGbmpany’s business where
critical mass has not been achieved. This planhtegathe divestiture of the Company’s remainingt8dmerican operations. Accordingly,
WFI has reflected this operation as discontinueakicordance with SFAS No. 144, “Accounting for mpairment or Disposal of Long-

Lived Assets."The Company recorded an impairment charge of ajpaiely $5.2 million to reduce the carrying valddtee South America
operations to their estimated fair value based uqorent indications of interest. On April 20, 20@Te Company entered into an Equity
Purchase Agreement to sell all of the issued atstamding equity of its interests of its wholly os¢hsubsidiary WFI de Brazil Techlogia en
Telecomunicaciones LTDA, to Strategic Project Sasj LLC (SPS). The consideration included therapsion of substantially all
outstanding liabilities of WFI Brazil, nominal casbnsideration, and additional earn-out considendbased on 25 percent of net receivables
collected subsequent to the closing date. The Coyngaes not currently anticipate that the impair@drarges will result in any material net
future cash expenditures

Revenue generated by the Latin American and Soutlrigan operations was $66.0 million, $52.6 millaord $10.0 million for 2004,
2005 and 2006, respectively. Net income (losshé@s¢ operations were $10.0 million, ($10.8) milliand ($8.0) million and income tax
expense was $1.9 million, $3.1 million and $1.1lioml respectively, for 2004, 2005 and 2006 respebti
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Following is a summary of the assets and liabditi discontinued operations as of December 315 20@ 2006 (in millions) for each
the operations:

2005 2006
Latin and Latin and
South America EMEA Total South America EMEA Total

Cash $ 4.2 $42 $ 84 $ 16 $14 $ 3.0
Restricted cas 0.6 — 0.6 — — —
Accounts receivable, n 39.C 5.0 44.C 3.5 3.7 7.2
Prepaid expenst 0.2 0.1 0.3 0.1 0.2 0.3
Income tax receivabl 2.4 — 2.4 — — —
Other current asse 6.9 0.7 7.6 1.5 0.6 2.1
Impairment allowance — — — (4.3) (0.3) (4.6)
Current assets of discontinued

operations $53.3 10.0 $63.3 $ 24 $56 $ 80
Property, plant and equipment $ 1.9 $ 1 $ 3.2 $ 04 $09 $ 1
Other asset 0.2 — 0.2 — — —
Deferred tax assi 2.3 — 2.3 2.1 — 2.1
Impairment allowance — — — (0.4) — (0.4)
Non-current assets of discontinued

operations $ 44 $13 $57 $21 $09 $ 30
Accounts payable $ 42 $10 $52 $ 0.4 $05 $09
Accrued expense 7.8 4.1 12.C 2.2 2.5 4.7
Tax contingencie 13.2 — 13.2 — — —
Billings in excess of cos 0.6 — 0.6 0.2 0.1 0.3
Income taxes payab 1.8 0.1 1.9 2.6 0.3 2.9
Deferred tax liability 2.3 — 2.3 2.1 — 2.1
Other current liabilities 5.7 0.1 5.8 — 0.4 0.4
Current liabilities of discontinued

operations $35.€ $ 53 $41C 7.5 3.8 $11.3
Non-current liabilities of discontinued

operations $ 0.3 $ — $ 0.3 0.2 — $ 0.2

The restricted cash of $0.6 million for 2005, wamna-year fixed account at zero interest as atre$al 2005 regulation in Argentina
which required the maintenance of cash balancagascentage of foreign loans advanced by the Coyngeits foreign subsidiary. The final
restriction was removed in the fourth quarter cd&0

Note 5. Investments in Unconsolidated Affiliate
Tactical Survey Group, Inc. (“TSG")

In February 2004, the Company paid $1.0 milliorésh to bring its total stock ownership positiom actical Survey Group, Inc. (TSG),
a privately-held company that provides expertisdaneloping, deploying and integrating tacticavsyrsystems for use in government and
commercial applications, to 11%. Pursuant to tlowigions of APB Opinion No. 18, “The Equity MethoflAccounting for Investments in
Common Stock”, this investment was accounted falenrthe equity method of accounting due to thegmes of significant influence deemed
to exist based on the significant number of sulremitd that the Company has entered into with TSftlaa presence of a WFI employee on
TSG’s board of directors.
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During the third quarter of 2006, TSG was no longarsidered a significant subcontractor to the CamgpThis factor, combined with
the lack of current representation on TSG’s boddirectors resulted in the Company concludingeffe September 29, 2006 that
significant influence no longer existed. Accordinghe investment in TSG no longer met the condgifor the use of the equity method of
accounting and has been accounted for under thenmibod effective September 29, 2006. There werequity earnings related to this
investment during the period this investment wamanted for under the equity method of accounfitige balance of the Company’s
investment in TSG at December 31, 2005 and DeceBhe2006 totaled $1.2 million and has been clessiin the consolidated balance
sheet under the caption “Investments in unconstdlaffiliates.”

The Company evaluates the realizability of its stagent in TSG according to the provisions of APBrigm No. 18 and EITF Issue 03-
1. The Company periodically obtains and reviewsfitn@ncial statements of TSG. Based on this reviavd the facts listed above, there is no
indication that a decrease in value of the TSGstment has occurred which is other than temponadytiae Company has concluded that the
carrying value of its investment in TSG has notrbieepaired as of December 31, 2006.

CommVerge Solutions, Inc.

The Company has an investment in CommVerge Sokitioe., a privately-held wireless network plannargl deployment company.
The balance of the Company'’s investment in Comm¥&glutions, Inc. at December 31, 2005 and DeceBihe2006 totals $0.9 million.
This investment is accounted for under the coshotetind has been classified on the consolidatethbalsheet under the caption
“Investments in unconsolidated affiliates.” Onelwf Company'’s directors is also a director of Conamgé Solutions, Inc.

Management periodically obtains and reviews thetmexent financial performance and financial fostsavailable from CommVerge
which may include information regarding projectg$aand current progress of the business. Baséureview, there is no indication that a
decrease in value of the CommVerge investment basred which is other than temporary and the Caombas concluded that the carrying
value of its investment in CommVerge has not begpaired as of December 31, 2006.

Note 6. Acquisitions
Government Network Services Segment
Madison Research Corporatic

On October 2, 2006 the Company acquired Huntsvllabama based Madison Research Technology CoipordMRC”) as part of th
Company’s Government Network Services business. Mf&s a broad range of technical, engineeringlargblutions, and has developed
core competencies in weapons system lifecycle stjgptegrated logistics, test and evaluation, caruial-off-the-shelf software and
hardware selection and implementation, softwareligyment and systems lifecycle maintenance.

The purchase price was approximately $73.8 milliocluding a working capital adjustment of $4.6lrait and transaction costs of $0.2
million, is subject to certain post-closing adjustits. The Company paid $62.1 million at closing, working capital adjustment of $4.6
million was paid in April 2007 and the remaining $6nillion was held back to secure the Companytemnity rights and will be released,
subject to indemnity rights, in installments folliog 6, 12, and 18 months from the date of closégril 2007, $1.5 million of the holdback
was released and paid to the former shareholdeviR@. The Company entered into a new $85 milliceddrfacility with KeyBank National
Assaociation (“KeyBank”) to fund the acquisition, iwh replaced the Company’s existing credit faciofy$15 million. Refer to Note 8 for
further discussion. The results of operations of®/Mve been included in the Company’s consolidst@tment of operations for the period
from the acquisition date of October 2, 2006 in@mepany’s fourth quarter.
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The purchase price, including transaction cos®0d? million, was accounted for as follows (in moifis):

Current assel $17.8
Property, plant, and equipme 0.4
Intangible asset 8.1
Goodwill 53.8
Total assets 80.1
Other current liabilities (6.3)
Net assets acquire $73.8

Pro Forma Financial Informatiol

The results of MRC'’s operations since the acqoisitiate are included in the Company’s consolidfitehcial statements for 2006 and
are a component within the Government Network $es/segment.

The following summary presents pro forma consoéidaesults of operations for the years ended Deee3th 2005 and December 31,
2006 as if the MRC acquisition described abovedwmlirred January 1, 2006 and includes adjustmbatssere directly attributable to the
transaction or were not expected to have a comtinumpact on the Company. The pro forma resultsiaegidited and for illustrative purpos
only for the applicable period and do not purporbé indicative of the actual results which woudd/é& occurred had the transactions been
completed as of the beginning of the period, nahey indicative of results of operations which neagur in the future (all unaudited
amounts, except per share amounts, are in million):

2005 Pro forma 2005
As Restated Adjustments Pro forma
Revenue $337.7 $ 62.4 $400.1
Net income (loss $ 16 $ (3.3 $ (1.7)
Diluted Earnings per Sha $ 0.02 $(0.04) $ (0.02
2006 Pro forma 2006
As Reported Adjustments Pro forma
Revenue $327.¢ $46.7 $374.5
Net loss $ (57.9) $ (3.9 $ (61.9)
Diluted Earnings per Sha $ (0.79) $(0.5) $ (0.849)

On January 27, 2005, the Company acquired allefsbued and outstanding shares of capital stodkiéf Associates, Inc d/b/a TLA
Associates (TLA) for $37.3 million in cash. TLA pides services including network engineering, nekwnofrastructure support, information
assurance, application development, and manageidegrincluding network maintenance and monitgrioggovernment agencies. The
acquisition was a continuation of the Company’atsfgy to expand its government services busindmsinfangible assets consist of backlog
of $1.3 million being amortized over a 3 year pdrioustomer relationships of $0.8 million being atized over a 10 year period and non-
compete agreements of $0.6 million being amortest a 3 year period.
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The purchase price, including transaction cos®00® million, was accounted for as follows (in moifis):

Current assel $ 8.4
Property, plant, and equipme 0.8
Intangible asset 2.7
Goodwill 29.0
Total assets 40.9
Accrual for loss contrac! (0.6)
Deferred profit (0.2)
Other current liabilities (2.2)
Total liabilities assumed (3.0
Net assets acquire $37.9

On January 5, 2004, the Company acquired of ah®butstanding securities of High Technology Sons, Inc. (HTS), for
$48.5 million in cash. HTS provides systems enginge systems integration, and the outsourcingohhical services such as operational
and evaluation and program management to governagemicies. The acquisition of HTS was a part oQbmpany’s strategy to enter into
the government sector and its overall diversifmatnd long-term growth strategy. The excess psepeace paid over the fair value of
tangible net assets acquired of $43.5 million todyuill in the amount of $39.6 million, and to id#iatble finite-life intangible assets in the
amount of $3.9 million. The identified intangiblesets consist of $3.2 million allocated to consaotd backlog, $0.2 million for intellectual
property and $0.5 million for a non-compete agresmehe allocation of the purchase price is subjeeidjustments within a one-year period
of the acquisition date based on the resolutigoreficquisition contingencies, which is comprised prityaf certain incentive arrangemer
In connection with the Company’s acquisition of Hai&l the determination of the fair value of asaetgiired pursuant to the provisions of
SFAS No. 141, the Company valued acquired contiagisocess at contract price, minus the estimatests to complete and an allowance of
$1.5 million for the normal industry profit on idfort to complete such contracts. The Companyeotdd this allowance as an increase to
goodwill and a corresponding increase to billingexcess of costs (deferred profit). During 2008 2004, $0.7 million and $0.4 million,
respectively, of this allowance was amortized inttome. The remaining amount of $0.3 million at Braber 31, 2005 is estimated to reduce
costs through 2006. The results of operations db dihce the acquisition date are included in then@any’s accompanying consolidated
financial statements and are a component of thergovent network services operating segment.

The following table summarizes the final purchasesp including transaction costs (in millions):

At January 5, 2004

Current assel $ 7.8
Property, plant, and equipme 0.5
Intangible asset 3.9
Goodwill 39.6
Deferred tax assi 4.1
Other assets 0.4
Total assets 56.3
Current liabilities (3.6)
Deferred profit (1.5)
Deferred tax liability (1.5)
Long-term debt (0.2)
Total liabilities assumed (6.8)
Net assets acquire $49.5
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On August 4, 2004, the Company completed its adarsof Defense Systems, Incorporated (DSI), apgany that provides a full range
of information technology and logistics automatsamvices to federal government and commercial @jemith a strategic focus on providing
the end-to-end total radio frequency identificat{tlRFID”) solutions. The initial purchase considéoa consisted of a cash payment of
$6.6 million, of which $5.8 million was allocateal goodwill and $1.6 million was allocated to idéiathle finite-lived intangible assets. The
identified intangible assets consist of $0.8 milllmacklog, $0.7 million of customer relationshipsl &0.1 million non-compete agreement,
which are being amortized over their useful livé$,010 and 3 years, respectively. Additional cdesation of up to $3.2 million could be
earned by the former major stockholders of DSI @refl8 month period based upon performance milestoglated to certain specified
contracts. The additional consideration if any, besn recorded as goodwill as earned. As of DeceB1he2005, approximately $0.5 million
was accrued of the additional consideration bapet the attainment of certain milestones. As ofddelger 31, 2006, the performance period
had ended and no further contingent acquisitiorsictamation was due. Approximately $2.8 million dtdéional consideration had been
earned and paid related to the contract milestaok®&ved by DSI. The operating results for DSItfer year ended December 31, 2003, are
not included in the proforma results presented alasthe results were immaterial.

Pro Forma Financial Informatiol

The results of operations of these acquired estiiece the acquisition date are included in then@my’s consolidated financial
statements for fiscal 2004 and 2005 and are a coemavithin the Government Network Services segment

The following summary presents pro forma consoéidaesults of operations for the year ended Decethe2004 as if the acquisitions
described above had occurred January 1, 2004 ghdlés adjustments that were directly attributabléhe transaction or were not expected
to have a continuing impact on the Company. Thefgmma adjustment amount for the period from JandaR005 to January 27, 2005,
related to the acquisition of TLA is immaterial.elpro forma results are unaudited and for illusteapurposes only for the applicable period
and do not purport to be indicative of the actesltts which would have occurred had the transasti®en completed as of the beginning of
the period, nor or they indicative of results oéogtions which may occur in the future (all unaadiamounts, except per share amounts, are
in million):

2004 Pro forma 2004
As Restated Adjustments Pro forma
Revenue $296.2 $31.6 $327.€
Net income $ 15.C $ 2.8 $ 17.8
Diluted earnings per sha $ 0.2C $0.04 $ 0.24

Enterprise Network Services Segnr

On February 13, 2003, the Company acquired alhefoutstanding capital stock of Suntech Systents(3antech)., a company that
provides subcontracting services primarily for gaheontractors and enterprise customers for tisggdeand installation of commercial
electrical systems. This acquisition was the firdhe Company’s diversification strategy into th#erprise market. Initial purchase
consideration consisted of a cash payment tot&ling§ million, of which $1.0 million was allocated goodwill and $0.6 million was allocat
to the fair value of identifiable intangible assétsrchased intangible assets primarily consistedistomer relationships and are being
amortized over their 5-year estimated useful lffiee acquisition was accounted for under the promsiof purchase method accounting in
accordance with Statement of Financial Accountitep8ards No. 141 (SFAS No. 141) “Business Comtonati Included in the stock
purchase agreement is a provision whereby the Coynpas agreed to pay the selling shareholdersiadditconsideration that is contingent
upon the acquired
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entity’s successful achievement of specific anmaahings targets for each of the years ending Dbeefil, 2003, 2004 and 2005 and the
continued employment of certain individuals. AdDefcember 31, 2005, $2.6 million of additional pash consideration was recorded as
goodwill, bringing the total purchase consideratioi$4.4 million.

On April 15, 2003, the Company acquired all of tluestanding capital stock of Delmarva Systems Qaam, a company that provides
various commercial electrical systems integratiervises. This acquisition was a continuation of@wmpany’s diversification strategy.
Initial purchase consideration consisted of a gaghment totaling $6.2 million, of which $1.3 milfiavas allocated to goodwill and
$2.1 million was allocated to the fair value ofritiéable intangible assets. Purchased intangibse® consisted primarily of customer
relationships that are being amortized over thejiedr estimated useful life. The acquisition wasoaated for under the provisions of the
purchase method of accounting in accordance withSSRo. 141. The stock purchase agreement inclugedasion whereby the Company
agreed to pay the selling shareholders additiomasiceration that is contingent upon the acquirgiyés successful achievement of specific
earnings targets for each of the twelve month perended March 31, 2004, 2005 and 2006. As of DbeeB1l, 2005, $10.9 million of
additional purchase consideration was recordedadwjll, bringing the total purchase consideratio$15.8 million.

On August 7, 2003, the Company acquired all ofathtstanding equity interests of Enco Systems,(EBeco), a company that provides
full-service security systems and building techggds integration. This acquisition was a contimratf the Company’s diversification
strategy. The initial purchase consideration caedisf a cash payment totaling $3.7 million, of @hf0.1 million was allocated to goodwill
and $0.1 million was allocated to identifiable imjéble assets. The acquisition was accounted fdewthe provisions of the purchase method
of accounting in accordance with SFAS No. 141. Stoek purchase agreement included a provision vialyetee Company has agreed to pay
the selling equity holders additional consideratiaatt is contingent upon the acquired entity’s sgséul achievement of specific annual
earnings targets for the six month period endeceBoer 31, 2003 and the years ending December 84, 2005 and 2006, and the
continued employment of certain individuals. Alldé&ébnal contingent consideration earned by Ence wlassified as compensation expense.
The stock purchase agreement contained a provigieneby either party could terminate the earn-oowigion at the end of 2005 and the
Company has chosen to exercise this option.

In connection with the acquisitions of Suntech &ndo, certain selling shareholders had continuegl@ment provisions as a conditi
to receiving additional earn-out considerationattordance with EITF 95-8 “Accounting for Conting@onsideration Paid to the
Shareholders of an Acquired Enterprise in a PueBasiness Combination,” such payments were redadeompensation expense. During
2003, the Company recorded $2.9 million of assedi@bmpensation expense. In September 2004, the&ynamended these purchase
agreements to more accurately reflect the intetti@transaction, resulting in a rescission ofdbetinuous employment clauses from the
earn-out arrangements. These amendments constutegjering event which resulted in a one-timarge of $12.4 million in the third
quarter of 2004 and is reflected on the consolitlatatements of operations as Contingent Acquisifionsideration, which represents
estimated payments to be made to certain ENS geadliareholders based on the original continuoudamgnt clauses. During the third
quarter of 2005, the Company reduced $2.5 millibthis accrual as a credit to Contingent acquisittonsideration on the accompanying
consolidated statements of operations, when ittheag@asonably certain that the total earn-out denation earned would be less than
originally estimated based upon the performandb@ficquired entities. During the fourth quarteR@®5, the Company recorded an
additional increase of $0.4 million accrual thasweacorded to selling, general and administratipease of contingent acquisition
consideration as a result of one of the entitiearftial performance exceeding previously estimpertbrmance.
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As part of the Company’s 2006 annual test of gotidai impairment, the Company recorded a non-dagtairment charge of $18.3
million in the Enterprise Network Services segm@inis was due in part to changes in the industdstae strategic focus of the Company as
well as operational challenges from significant eayiee turnover that the Company encountered dftecompletion of the earn out periods.
Refer to Note 2 Goodwill and Other Intangible Asdfer further discussion. As of December 31, 2@Bére is no remaining goodwill
balances related to the Enterprise Network Sengegsment.

Contingent Acquisition Consideration

In connection with certain business acquisitions, Company may agree to make additional future payso sellers contingent upon
achievement of specific performance-based milestbiyghe acquired entities. Pursuant to the prongsbdf SFAS No. 141, such amounts are
accrued, and therefore, recorded by the Company Wteecontingency is resolved beyond a reasonatlbtdind, hence, the additional
consideration becomes payable. A summary of thérgent acquisition consideration as of December2BD5 and December 31, 2006 is
summarized in the following table.

Summary of Contingent Acquisition Consideration

Suntech Enco DSI MRC Total

Balance as of December 31, 2005 $69 $08 $05 $ — $82
(Release) accrual for contingent considera (0.1) 0.2 02 116 11.9
Payments (6.8) (1.0) (0.7) — (8.5)
Balance as of December 31, 2006 $ — $ — $ — $11.6 3116

Enterprise Network Servici

During the full year ended December 31, 2006, $7iBon was paid to certain shareholders of the panies acquired in ENS. As of
March 31, 2006, all earn-out performance periodkdraded and there was no additional contingentideration earned related to the ENS
shareholders.

Government Network Services
Madison Research Corporation (MR

In connection with the Company’s acquisition of N&mth Research Corporation (“MRC”) in October 200, purchase price included a
working capital adjustment of $4.6 million, whictagvpaid in April 2007 and $6.9 million which waddhback to secure the Company’s
indemnity rights and will be released, subjectdemnity rights, in installments following 6, 121218 months from the date of close. In
April 2007, $1.5 million of the holdback was reledsand paid to the former shareholders of MRC. fABazember 31, 2006, the $11.6
million contingent acquisition consideration balamwehich includes accrued interest of $0.1 millicssweflected as $9.8 million in the
Accrual for contingent acquisition considerationtwthe remaining $1.8 million non-current portiaflected in Other liabilities on the
accompanying consolidated balance sheets.

Defense Systems, Incorpora

In connection with the Company’s acquisition of Befe Systems, Incorporated (“DSI”) in August 2G@#titional consideration of up
to $3.2 million could be earned by the former majmckholders of DSI over an 18 month period, bagesh performance milestones related
to certain specified contracts. As of December2BD6, approximately $2.8 million additional consatén had been earned and paid related
to the contract milestones achieved by DSI. As afdh 31, 2006, the performance period had endedarfigdrther contingent consideration
could be earned.
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Note 7. Balance Sheet Details

The Company’s cash equivalents consist of overrigbh sweep accounts that are invested on a dalg.lAs of December 31, 2006,
the company had no other short term investments.célh and cash equivalents at December 31, 2@0Besember 31, 2006 were as
follows (in millions):

December 31, 200! December 31, 200
Amortized Cost Fair Value Amortized Cost Fair Value
Basis Basis Basis Basis
Cash and cash equivalen
Cash $2.7 $2.7 $(0.0) $(0.0)
Money market 5.0 5.0 5.4 5.4
Cash and cash equivalents $7.7 $7.7 $ 54 $ 54

Net unrealized gains and realized gains recordedglthe year ended December 31, 2005 and DeceBih@006 were immaterial.
The consolidated balance sheets consist of thewoih at December 31, 2005 and 2006 (in millions):

2005 2006
Accounts receivable, ne
Billed $ 54C $ 68.3
Unbilled 46.8 47.9
Total accounts receivable 100.€ 116.2
Allowance for doubtful accounts (0.8 (0.5
Total accounts receivable, net $100.C $115.7
Property and equipment, ni
Computer equipmet $ 26 $ 275
Furniture and office equipme 4.4 4.0
Software 4.2 7.4
Leasehold improvemen 15 2.0
Accumulated depreciation and amortization (23.2) (27.0)
Total property and equipment, net $ 129 $ 13.9
Other intangibles, ne
Contracts and backlc $ 60 $ 75
Customer relationshiy 3.4 10.C
Noncompete agreemer 1.3 1.3
Trade namq 0.4 0.4
Accumulated amortization (3.7) (5.8
Total other intangibles, net $ 74 $ 134
Investments in unconsolidated affiliat
CommVerge, Inc $ 09 $ 09
Tactical Survey Group, Inc. 1.2 1.2
Total investments in unconsolidated affiliates $ 21 $ 21
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Note 8. Notes Payable and Other Financing Arrangenmgs
(a) Credit Agreement

On March 16, 2005, the Company entered into a teggeement with KeyBank National Association (“iBeyk”) to provide a $15.0
million senior credit facility. KeyBank was desidad as the sole arranger and sole book managefaciiey had a thregrear term and coul
have been expanded to a $60.0 million facility. TQwempany used the facility for general corporatgppses and to fund acquisitions. On
October 2, 2006, the Company entered into a neditagreement with Key Bank to provide an $85 miilsenior credit facility, which
replaced the Comparg/existing $15 million senior credit facility. Tiecility has a 5 year term with principal due inl20and interest payal
on a monthly basis. At the Company’s option, irgéie payable at the London Interbank Offer Ratrs dl.75-3.50%, or at the prime rate plus
0.30-0.75%, with either option adjusted quartedgdd on the company’s total net debt-to-EBITDAoafihe Company has used the facility
to fund its acquisition of Madison Research Corfora(MRC) and for general corporate purposes. fEn@s of the new credit agreement
require the Company to provide certain customaxenants for a credit agreement, including certaiarfcial covenants, computed as defi
by the terms of the agreement. These financialrawes include a maximum total net debt leverage cdt4.00 to 1.00, a minimum liquidity
ratio of 1.35 to 1.00, and a minimum fixed chargeerage ratio of 1.10 to 1.00. The facility is atdiralized by the assets of the Company.

The facility contains customary events of defaktjuding payment defaults, breaches of represientaind warranties, and covenant
defaults. As of March 30, 2007 the Company wagdhnical default of this agreement as it had nofilesl its Form 10-K and 2006 audited
financials. On April 6, 2007 the Company enterdd in amendment to the credit agreement wherebyB&ak waived this technical default
and provided an extension through April 30, 20Q7fifang our 10-K and 2006 audited financial statams. On June 1, 2007, the Company
entered into a second amendment to the credit mgmneewhereby Key Bank extended the original wafeefiling our 10-K and 2006 audited
financial statements and the quarterly unauditeainftial statements for the fiscal quarters endetivial, 2007 and June 30, 2007 through
September 30, 2007 and reduced the total Faali60 million to reflect the net pay downs of tegalving line of credit reflecting the
divestiture of our EMEA business in March 2007 #meldivesture of our domestic Engineering businesaddition, the second amendment
provides for the further reduction of our creditifily to $35 million effective upon receipt of pGipal payments under the note received from
the buyer of the domestic engineering business;twbecurred on July 3, 2007.

As of December 31, 2006, the Compangutstanding balance on the facility was $51.0ioniland the weighted average interest rate
8.99%. This includes $0.3 million of financing costlated to the original and replacement of the@eCredit Facility in the fourth quarter
2006. The replacement of the facility in the fougtiarter resulted in a write-off of $0.2 milliondeferred financing costs related to the
original facility. The Company had $1.2 million dreferred financing costs outstanding as of Decer@bg2006 which are related to the new
facility and are being amortized over the five yifarof the facility.

(b) Financing

In February 2005, the Company entered into an ageaewith National City Vendor Finance, LLC to fire $0.59 million in software,
maintenance and support fees of one of its IT aystd he interest rate for the financing is at 4f@%annum. Principal and interest payments
of $0.05 million are payable quarterly through JamP008. As of December 31, 2006, $0.3 million watstanding on this financing.

165




Note 9. Lease Commitments

The Company leases certain equipment under cépéses with a weighted average interest rate abappately 5.0% that expire at
various dates through 2010. The Company also lezstan facilities and equipment under operateggses having terms expiring at various
dates through 2011. Future minimum lease paymemtsricapital and operating leases as of Decemh&@08E are as follows (in millions):

Net
Capital Operating
Leases Leases
Year ending December 3
2007 $0.4 $ 58
2008 5.1
2009 4.8
2010 — 3.0
2011 — 0.6
Thereafte — 0.7
Total future minimum lease paymel 0.4 $20.0
Less amount representing inter 0.0
Present value of capital lease obligati 0.4
Less current portio 0.4
Long-term capital lease obligatiol $0.0

Equipment recorded under capital leases approxah#e/ million as of December 31, 2005 and $0.%anilas of December 31, 2006,
with accumulated amortization of $0.5 million ar@i4smillion as of December 31, 2005 and 2006, rebpsly.

Pursuant to the terms of sublease agreementsiaceinber 31, 2006, approximately $0.3 million dflease income will offset future
minimum lease payments as of December 31, 200&3Gemt expense under operating leases for the gaded December 31, 2004, 2005
and 2006 were $5.2 million, $6.6 million and $5.8lion, respectively. Total sublease income for yfears ended December 31, 2004, 2005
and 2006 totaling $1.0 million, $0.8 million and.&0nillion, respectively, has been netted agaiest expense.

Based on management’s assessment of assumptiatsugasn existing market conditions, sublease reatas and recoverability of
operating lease expenses for the Company’s vacapepies and due to the Company’s actions to dmae facilities, during the fourth
quarter of 2006, the Company reevaluated its atfouanused office space and determined that &igroof its corporate facility would no
longer be utilized to the extent previously expdctss a result, the Company calculated the estidhlaigs on unused office space to increase
by approximately $1.4 million in the quarter endetember 31, 2006. The accrual for loss on unuffexd space was $1.7 million, net of
approximately $0.9 million of lease payments and$gillion, net of approximately $0.4 million ofdee payments as of December 31, 2005
and December 31, 2006, respectively. The Compaimaes that the remaining accrual will be paistigh 2010. Such amount is included
in asset impairment and other charges on the Coygoatatement of operations. The lease on certficedacilities includes scheduled base
rent increases over the term of the lease. Theaotaunt of the base rent payments is being chamespense on the straight-line method
over the term of the lease. In addition to the lvas¢ payment, the Company pays a monthly allonaifche building’s operating expenses.
The Company has recorded deferred rent, includeddrued expenses, of $1.2 million and $1.1 miladDecember 31, 2005 and 2006,
respectively, to reflect the excess of rent expevee cash payments since inception of the respetdase.
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Note 10. Income Taxes

Income (loss) from continuing operations before ualative effect of change in accounting principlel defore provision (benefit) for
income taxes for the years ended December 31, 2005 and 2006 is comprised of the following (idlions):

2004 2005 2006
(Restated) (Restated)
Domestic $ 28 $17.1 $(32.3)
Foreign — 0.1 0.1
Total $ 2.8 $17.2 $(32.2)

The provision (benefit) for income taxes from cantng operations for the years ended December@¥4,2005 and 2006 is comprised
of the following (in millions):

2004 2005 2006
(Restated) (Restated)

Current:
Federa $ 0.0 $(0.1) $ 0.0
State 0.6 0.9 0.8
Foreign 0.9 0.0 0.1
Total current 15 0.8 0.9

Deferred:
Federa (2.6) 4.7 12.2
State 0.5 0.4 1.4
Foreign 0.0 0.0 0.0
Total deferred (2.1) 5.1 13.6
Total $(0.6) $ 59 $14.5

Additionally, the Company recognized net tax besdfdjustments) from exercise of stock option$(6f7) million, zero and zero for
the years ended December 31, 2004, 2005 and 28§ ctively, which were recorded in stockholdegsiity.

A reconciliation of total income tax provision (kefit) to the amount computed by applying the statufederal income tax rate of 35%
to income (loss) before income tax provision (baéhédr the years ended December 31, 2004, 200522806 is as follows (in millions):

2004 2005 2006
(Restated) (Restated)
Income tax expense (benefit) at federal statutaty $(2.7) $ 7.2 $(11.2)
State taxes, net of federal tax benefit and vajuadilowance 0.8 1.3 2.2
Foreign tax expense (benefit), net of valuationvadnce 0.9 (0.2) —
Increase (decrease) in federal valuation allowi (4.6) (4.6) 15.9
Increase in reserves for uncertain tax posit — — 0.1
Contingent acquisition considerati 4.3 (0.7) —
Tax basis difference on subsidiar — 0.8 —
Nondeductible expens 0.8 0.7 1.1
Revision of prior year estimat — 1.4 —
Goodwill write-off — — 6.4
Other, net (0.1) — —
Total $ (0.6 $59 $145
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The tax effects of temporary differences that gise to the deferred tax assets and deferreddéitities as of December 31, 2005 and
2006 are as follows (in millions):

2005 2006
(Restated)
Deferred tax asset

Allowance for doubtful accoun $ 12 $ 07
Sundry accrual 1.2 1.1
Vacation accrue 1.0 1.6
Stocl-based compensatic 2.7 1.9
Property and equipment, principally due to differenin depreciatio 0.4 2.2
Investment: 0.7 1.7
Goodwill and other intangible 2.4 1.8
Net operating loss carryforwar 41.5 52.1
Capital loss carryforwar 15 1.6
Tax credit carryforward 0.3 0.3
Deferred revenu 0.7 0.7
Reserves and other 8.4 9.3
62.C 75.0
Valuation allowance (32.4) (54.3)
Total deferred tax assets, net of allowance 29.€ 20.7

Deferred tax liabilities
Unearned revent (13.3) (12.9)
Other intangible! (2.2 (4.8)
Property and equipment, principally due to differenin depreciatio (1.4) 4.2
Other liabilities (0.4) (0.8)
Total deferred tax liabilities (17.3) (22.1)
Net deferred tax asset (liability) $ 12.3 $ (1.9

At December 31, 2006, the Company had federaldasx tarryforwards of $105.9 million (including dtamption net operating loss
carryforwards) which expire beginning in 2020 amdious state tax loss carryforwards of $85.3 millichich expire beginning in 2012.
Federal and state tax laws impose restrictionfientilization of net operating loss and tax creditryforwards in the event of an “ownership
change” for tax purposes as defined by Sectiond38Re Internal Revenue Code. The Company hasrdated that any ownership changes
under Section 382 will not materially impact thengmany’s ability to utilize its net operating logsdatax credit carryforwards. In addition,
utilization of state tax loss carryforwards is degent upon sufficient taxable income apportionethéostates.

In assessing the realizability of deferred tax ssseanagement considers, on a periodic basishwhittis more likely than not that so
portion or all of the deferred tax assets will hetrealized. During fiscal 2006, the Company reedran increase in its valuation allowance of
$21.9 million, as it determined that an increass regjuired based on the Company’s overall assessrhte risks and uncertainties related
to its future ability to realize and utilize the Bpany’s deferred tax assets. This resulted inrtbeme tax expense being greater than the
expected amount for the year.

Note 11. Stockholders’ Equity
(a) Preferred Stock

On May 30, 2002, the Company issued an aggregai®,000 shares of Series B Convertible PreferredkSat an aggregate purchase
price of $45.0 million, in a private placement tdites
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affiliated with one of the directors of the Compg#®,000 shares), to a brother of the ChairmanGindf Executive Officer of the Company
(10,000 shares) and to an unrelated third-partgstor (40,000 shares). The Company received $4dliemof net proceeds. Each share of
Series B Convertible Preferred Stock is initialgneertible into 100 shares of Common Stock for mveosion price of $5.00 per share, which
was the fair market value of the common stock atclbsing, at the option of the holder at any tiséject to certain provisions in the

Series B Preferred Stock Purchase Agreement. Ties32 Preferred Stock Purchase Agreement hadkaupgrovision, which has expired
prior to March 5, 2004, on which date 40,000 shafeSeries B Convertible Preferred Stock were caakeinto 4,000,000 shares of the
Company’s Common Stock. On April 5, 2006, 15,488rsh of Series B Convertible Preferred Stock wereerted into 1,548,300 shares of
the Company’s Common Stock.

Through December 31, 2006, the Company has receiwicks from the holders to convert an aggregatetrer of 80,000 shares of
Series B Convertible Preferred Stock into an agafee§,000,000 shares of the Company’s Common S@rcldecember 31, 2005 and
December 31, 2006, the total liquidated preferempeled $12.7 million and $5.0 million, respectjveéh accordance with EITF No. 03-06
“Participating Securities and the Two-Class Methader FASB Statement No. 128", the Company’s Sekiaad B Preferred Stock was
considered a participating security for purposesoofiputing basic earnings per share as furtheusssdl in Note 1(1).

(b) Stock Option Plans

During the years ended 1997, 1999 and 2000, thedBufeDirectors approved the 1997 Stock Option Rtha “1997 Plan”), the 1999
Equity Incentive Plan (the “1999 Plan”) and the @D0bn-statutory Stock Option Plan (the “2000 Plaréspectively. Further, in
February 2005, the Board of Directors approved@s Equity Incentive Plan (the “2005 Plan”). TH®2 Plan was subsequently approved
by a majority of the Company’s stockholders on M&y 2005.

Stock options granted under the 1997 Plan and P9 may be incentive stock options or non-stayustwck options and are
exercisable for up to ten years following the ditgrant. The Company ceased making grants unddrsabsequently terminated the 1997
Plan upon completion of its initial public offerinfhe 1999 Plan permits the granting of incentteels options or non-statutory stock options
which are exercisable for up to ten years afteigttaat date. The 2000 Plan permits the grant ofstatutory stock options, which are
exercisable for a period following the date of gras determined by the Board of Directors (gengtath years). Additionally, in July 2004,
the Board of Directors resolved that all futurecktoption grants under all of the Company’s stoptian plans would be non-statutory stock
options, until such further determination by theaBbof Directors.

Stock option exercise prices for the 1997 Plan91Rk&n, 2000 Plan and 2005 Plan must be equaldoeater than the fair market value
of the common stock on the date of grant. A cunivgabtal of 7.5 million, 15.9 million, 6.5 millioand 3.5 million shares of common stock
have been authorized for issuance under the 198¥, P999 Plan, 2000 Plan and 2005 Plan, respectiVekre remains approximately
2.3 million shares of common stock authorized f&r 1997 Plan which are no longer issuable duegtdetmination of the plan. In accordance
with the provisions of SFAS No. 123, “Accounting tock-Based Compensation,” the Company applie® @Binion No. 25, “Accounting
for Stock Issued to Employees,” and related inttgirons in accounting for its 1997 Plan, 1999 Rlad 2000 Plan. All options granted in
2002, 2003 and 2004, except as noted below, weyeatiove fair market value on the date of grant.
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On May 18, 2005, the Compensation Committee ofthmpanys Board of Directors approved the accelerationesting of all unveste
options to purchase shares of the Company’s constomk that were held by current employees, inclgdirecutive officers, and which have
an exercise price per share equal to or greatargh@.00. Options to purchase 2,044,487 sharesmfmon stock were subject to this
acceleration. The options subject to acceleratamhdweighted average exercise price of $12.02 eXbecise prices and number of shares
subject to the accelerated options were unchanged.

On September 19, 2005, the Compensation Committée cCompany’s Board of Directors approved thestation of vesting of all
unvested options to purchase shares of the Companyimon stock that were held by current employieekiding executive officers, and
excluding Directors and which have an exercisegppier share equal to or greater than $8.00. Optmparchase 1,026,197 shares of
common stock were subject to this acceleration. dgtmns subject to acceleration had a weightedagesexercise price $9.06. The exercise
prices and number of shares subject to the acteteogptions were unchanged.

On December 21, 2005, the Company’s Board of Dirscapproved, subject to certain limited conditjahe acceleration of vesting of
all unvested options to purchase shares of comnozk sf the Company that were held by employeed,velnich have an exercise price per
share equal to or greater than $6.50. The acciglenats effective as of December 30, 2005, provitied holders of incentive stock options
within the meaning of Section 422 of the InternaBnue Code of 1986, as amended, were given tbiogl¢o decline the acceleration of an
option if such acceleration would have the effdattmnging the status of such option for federabme tax purposes from an incentive stock
option to a non-qualified stock option. Optiontachase approximately 316,239 shares of commak stere subject to this acceleration.
The options subject to acceleration had a weigatedage exercise price of $6.82. The number ofeshsubject to the accelerated options
remained unchanged.

The acceleration of these options was undertakemdia recognition of future compensation expehs¢ the Company would otherwise
recognize in its consolidated statement of opematigith respect to these options once the FinaAgebunting Standards (“FASB”) No. 123
(revised 2004) “Share-Based Payment”, issued byrith@ncial Accounting Standards Board, becomes®ffe As originally issued by the
FASB, SFAS No. 123 was to be implemented as ob#ggnning of the first interim or annual period egng after June 15, 2005. In April,
2005, the SEC announced it will permit companieismiolement SFAS No. 123R at the beginning of the fiscal year. The future expense
that was eliminated as a result of the acceleratfdhe accelerated vesting of these options wasoapmately $18.4 million, net of tax (of
which approximately $7.8 million was attributabiedptions held by executive officers and $0.4 illis attributable to options held by
directors).

In addition, on December 21, 2005, the Board o&E&tiors of the Company approved, subject to celitaited conditions, the amendm
of all outstanding stock option grants under thenBany’s 1999 Equity Incentive Plan and 2000 Nonstatugiock Option Plan (collectivel
the “Option Plans’), with an exercise price per share greater tH20%4 of the closing market price of the Company’'siomn stock on
December 29, 2005 to provide that, as of Decembg2@05, the exercise price of each outstandingksiption under the Option Plans shall
be reduced to 120% of the closing price of the Camyfs common stock as reported on the NASDAQ Naitidmarket on December 29,
2005;provided, howeverthat the holder of such outstanding stock opigcem employee of the Company on December 30, 20@5,
excluding (i) employees of the Company that aregatized as project staff associates and (ii) epgale who have, prior to December 30,
2005, given notice to, or received notice from, @@npany terminating their employment on a dateénee period after December 30, 2005.
There was no financial impact related to this amesat.

The acceleration of these options was undertakeifirtonate the future compensation expense thaCtmpany would otherwise
recognize in its consolidated statement of opematisith respect to these
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options once the Statement of Financial AccounBrandards No. 123 (revised 2004) “Share-Based Paynigesued by the Financial
Accounting Standards Board FAS 123’), becomes effective for reporting periods begignin January 2006. Assuming that no holders of
incentive stock options elect to decline the agegilen, the future expense that is eliminated essalt of the acceleration of the vesting of
these options is approximately $0.8 million (nohevbich is attributable to options held by execatafficers). In addition, because the
repricing will occur in lieu of additional optiorrants in 2006 of approximately 2.5 million sharesdertain of the Company’employees (th
“2006 Option Grants'), the repricing enabled the Company to signifitanffset the dilutive impact of the 2006 Optioma@ats by reducing
both the FAS 123 compensation expense for fututiemgrants as well as the dilution to the Compargdtstanding share amount.

Effective January 1, 2006, the Company adopteghtbeisions of Statement of Financial Accountingri@ds No. 123R (“SFAS
123R"), “Share-Based Payments,” which requirestlieasurement and recognition of compensation exgensd share-based payment
awards to employees and directors based on estirfatevalues. SFAS 123R supersedes the Compangisqus accounting methodology
using the intrinsic value method under Accountimgétples Board Opinion APB No. 25, “Accounting f8tock Issued to EmployeedJShder
the intrinsic value method, no share-based compiensaxpense related to stock option awards gratatednployees had been recognized in
the Company’s Consolidated Statements of Operatamall stock option awards granted under thespteaa an exercise price equal to or
greater than the market value of the common stodke date of grant. The Company has no awardsmiaitket or performance conditions.

The Company adopted SFAS 123R using the modifiedgactive transition method. Under this transitivethod, compensation expe
recognized during the twelve months ended Dece@bge2006 included: (a) compensation expense fahalie-based awards granted prior
to, but not yet vested, as of December 31, 200&dan the grant date fair value estimated in aegure with the original provisions of SF
123, and (b) compensation expense for all shareebawards granted subsequent to December 31, Ba8&d on the grant date fair value
estimated in accordance with the provisions of SE&3R. In accordance with the modified prospediigasition method, the Company’s
consolidated financial statements for prior peribdge not been restated to reflect the impact &SE23R.

On December 28, 2006, the Board of Directors ofGbenpany approved the acceleration of vestinglafralested options issued priol
June 30, 2006 to purchase shares of common stdble @ompany that are held by employees and direcibhie acceleration was effective as
of December 29, 2006, provided that holders ofritige stock options within the meaning of Secti@2 4f the Internal Revenue Code of
1986, as amended, were given the election to dethia acceleration of an option if such accelenatiould have the effect of changing the
status of such option for federal income tax puggdsom an incentive stock option to a non-qualifitock option. Options to purchase
approximately 2.1 million shares of common stockensubject to this acceleration. The number ofeshaubject to the accelerated options
will remain unchanged.

The acceleration of these options was undertakeifirtonate the future compensation expense thaCtdmpany would otherwise
recognize in its consolidated statement of opematigith respect to these options under the Stateaid¢financial Accounting Standards
No. 123R“Share-Based Payment”, issued by the Financial Acting Standards Board FAS 123R). The future expense that is eliminated
as a result of the acceleration of the vestindgneéé options is approximately $7.5 million (of whapproximately $1.4 million is attributable
to options held by executive officers). The expeths¢ was incurred related to the vesting of thgstens was $ 9.2 million in continuing
operations and $0.3 million in discontinued operidue to the fact that the future expense asstimeédptions would be forfeited as
employees left the company and the acceleratidheo¥esting resulted in a 0% forfeiture rate onwbsted options and thus a higher expense.
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Information under FAS123R for Fiscal 20

The Company records compensation expense for eeplstpck options based on the estimated fair w@ltige options on the date of
grant using the Black-Scholes option-pricing maated the weighted average assumptions (annualizedmiages) included in the following
table. Awards with graded vesting are recognizexguhe straight-line method. Fair value under SBS 123R is determined using the
Black-Scholes option-pricing model with the followi assumptions:

2006
Expected life:(1
Stock options 3.8 year
Purchase pla —
Risk-free interest rate(z 4.6%
Volatility(3) 61.7%
Forfeiture rate(4 23.7%

Dividend yield(5) —

(1) The expected life of stock options granted undemRtans is based upon historical exercise pattehich the Company believes are
representative of future behavior. The expecteddffshares under the Purchase Plan represerdasibint of time remaining in the
offering period.

(2) The risk-free interest rate is based on U.S. Tmyagelds in effect at the time of grant with arteequal to the expected term of the
options.

(3) The Company estimates the implied volatility ofdtsnmon stock at the date of grant based on anlgqueighted average of trailing
volatility and market based implied volatility fdre computation.

(4) Forfeitures are estimated at the time of grantdbagen historical information. Forfeitures will bevised, if necessary, in subsequent
periods if actual forfeitures differ from estimat®seviously, under APB25, the Company recognipetkftures as they were incurred.

(5) The Company has no history or expectation of paginmgiends on its common stock.

Upon option exercise, the Company issues new sloduisteck. A summary of the status of the Compasiogk option plan as of
December 31, 2006 and of changes in options owlistgrunder the plan for the year ended Decembe2@6 is as follows:

Weighted-
Average
Weighted- Remaining
Average Contractual
Number of Exercise Price
Term Aggregate
Shares per Share (in years) Intrinsic Value
(00C's) (00C's)
Options outstanding at December 31, 2 13,16~ $6.27
Options grante: 572 4.71
Options exercise (247) 3.85
Options forfeited or expired (1,967) 6.42 -
Options outstanding at December 31, 20 11,62¢ $6.08 6.6 $176.7
Options vested and exercisable at o j
December 31’ 200! 11,435 $611 2 $ 130.7
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As of December 31, 2006 there was $1.6 millionotdltunrecognized stock compensation expense delateonvested shares which is
expected to be recognized over a remaining weightedage vesting period of 2.6 years. The totainsic value of options exercised during
the year ended December 31, 2006 was $0.7 milliba.weightedaverage estimated fair value of employee stoclooptgranted during 20
was $2.33. The total fair value of options vestednt) the year was $11.1 million.

Additional information about stock options outstangdat December 31, 2006 with exercise pricestless $2.85 per share, the exercise
price at December 29, 2006 the last trading daheperiod, follows (number of shares in thousands)

Exercisable Unexercisable Total

Weighted Weighted Weighted
Average Average Average
Number Exercise Number Exercise Number Exercise

Stock Options of Shares Price of Shares Price of Shares Price
Less than $2.85 140 $1.94 68 $2.21 208 $2.03
Above $2.85 11,29t $6.1€ 126 $5.8C 11,421 $6.1€
Total outstanding 11,43¢ $6.11 194 $4.53 11,62¢ $6.08

Information under FAS 123 for Periods Prior to Fa$2006
Stock option transactions are summarized below¢sha thousands):

Options Outstanding

Shares Number of Exercise Price per Share
Available for
Shares Weighted
Grant Outstanding Range Average
Outstanding at December 31, 2003 9,34C 11,37¢  $1.33-$132.0¢ $ 9.1€
Plan Shares Expire (157) — — —
Granted (3,807) 3,807 $ 3.69-3$14.8¢ $ 8.4¢
Exercisec — (1,534 $ 1.33-$15.00¢ $ 4.74
Cancelled 1,81¢€ (1,81€) $1.33-$132.0( $11.7¢
Outstanding at December 31, 2004 7,192 11,831  $1.33-$132.0¢ $ 9.11
Plan Shares Expire (28) — —

Granted (10,19¢) 10,19¢ $ 4.95-%$954 $ 6.22
Exercisec — (593) $ 1.33-%$6.4: $ 4.31
Cancelled 8,26¢ (8,26€) $3.58-$132.0( $10.4z
Outstanding at December 31, 2005 5,237 13,16t $ 1.33-$52.8¢ $ 6.27

(c) Employee Stock Purchase Plan

In August 1999, the Board of Directors approvedfi89 Employee Stock Purchase Plan (the “Purchiasg)PA total of 2.9 million
shares of Common Stock have been authorized foams® 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 publicexfig. On November 16, 2005, the Compensation Cateendf the Board of Directors
elected to suspend all future offerings under theefase Plan effective January 1, 2006.

Unless otherwise determined by the Compensationnitige of the Board of Directors, all employeeseveligible to participate in the
Purchase Plan so long as they are employed bydh®eény (or a subsidiary designated by the boardtfeast 20 hours per week and were
customarily employed by the Company (or a subsjdisignated by the board) for at least 5 monthgg@lendar year.
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Employees who actively participated in the PurctRlis@ were eligible to have up to 15% of their @aga for each purchase period
withheld pursuant to the Purchase Plan. The ambantvas withheld was used at various purchase adthin the offering period to
purchase shares of Common Stock. The price pai@donmon Stock at each such purchase date was qjuahtbe lower of 85% of the fair
market value of the Common Stock at the commencedae of that offering period or 85% of the faianket value of the Common Stock
the relevant purchase date. Employees were alsa@leind their participation in the offering at dimye during the offering period, and
participation ended automatically upon terminatibemployment. From the Purchase Plan’s inceptioough December 31, 2005, the
cumulative number of shares of Common Stock tha¢ teeen issued under the Purchase Plan was 2,805,89

(d) Restricted Stock Unit Agreement

On January 10, 2007, the Compensation CommittéeeoBoard approved a form of Restricted Stock Bwiteement (the “RSU
Agreement”) to govern the issuance of restrictedlstinits (“‘RSU”) to executive officers under ther@pany’s 2005 Equity Incentive Plan
(the “Plan™). Each RSU represents the right to ikeca share of Stock (a “Share”) on the vesting ddhless and until the RSUs vest, the
Employee will have no right to receive Shares ursdeh RSUs. Prior to actual distribution of Shamessuant to any vested RSUs, such R
will represent an unsecured obligation of the Comypaayable (if at all) only from the general ass#tthe Company. The RSUs that may be
awarded to executive officers under the RSU Agregmdl vest according to vesting schedules spediiin the notice of grant accompany
each grant.

(e) Shelf Registration

On February 19, 2004 the Company filed a univesbealf Registration statement on Form S-3 and anisitign 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 isgueférred 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 Coyipé&eries A and Series B Convertible PreferregtiStto sell up to 5.4 million shares
of common stock, all of which are currently incldda the Company’s December 31, 2005 weighted aeeddiuted common shares
outstanding. The acquisition shelf registrationesteent on Form @-will enable the Company to issue up $200 millddits common stock i
one or more acquisition transactions that the Cappaay make from time to time. These transactioag mclude the acquisition of assets,
businesses or securities, whether by purchase emergny other form of business.

(f) Stockholder Rights Agreement

On December 16, 2004, the Company entered intoekBolder Right Agreement (the “Rights Agreementider the terms of the
Rights Agreement, initially, the Rights will attatthall certificates representing shares of outtitamCompany 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 updmetearlier of (i) ten business days following alfunnouncement (the date of such
announcement being the “Stock Acquisition Datedt therson or group of affiliated or associated gesshas acquired or obtained the right to
acquire beneficial ownership of 15% or more ofttien-outstanding Common Stock (an “Acquiring Pefgar (ii) ten business days (or
such later date as may be determined by actiomeoBbard of Directors prior to such time as anysperbecomes an Acquiring Person)
following the commencement of a tender offer orhaxge offer
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that would result in a person or group becomind\equiring Person. An Acquiring Person does notudel certain persons specified in the
Rights Agreement.

On December 16, 2004, the Company’s Board of Dirscauthorized and declared a dividend of one (glRight”) to purchase on
one-hundredth of a share of the Company’s Seriese®rred Stock (“Series C Preferred”) for eactstautding share of Common Stock, par
value $0.001 (“Common Stock”), to stockholdersexfard as of the close of business December 27, @384Record Date”). Each Right
entitles the registered holder, subject to the sepfrthe Rights Agreement, to purchase from the @ one one-hundredth of a share of
Series C Preferred at a purchase price of $54ulillest to adjustment (the “Purchase Price”).

The Rights are not exercisable until the DistribmtDate and will expire at the close of businesthertenth anniversary of the Rights
Agreement unless earlier redeemed or exchangedeb@ampany.

Note 12. Employee Benefit Plan

In 1996, the Company implemented a 401(k) savings pursuant to Section 401(k) of the Internal RexeCode (the “Code"povering
substantially all employees. Participants in trenghay contribute a percentage of compensatiomdiuh excess of the maximum allowed
under the Code. The Company may make contributibttse discretion of its Board of Directors. Then@many made contributions of
$0.3 million in 2004, $2.1 million in 2005 and $Irflllion in 2006.

On November 18, 2004, the Board of Directors adbpiie Wireless Facilities, Inc. Nonqualified DetefrCompensation Plan, effective
as of January 1, 2005 (the “Plan”). The Plan presiexecutive 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, indle @and absolute discretion, award any participaner the Plan an additional employer
contribution. Deferrals are adjusted for gain @slbased on the performance of one or more investoptions selected by the participant
from among investment funds chosen by the commétpgminted to administer the Plan. Participants elegt 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 distributions untte¥ Plan will be made in a single lump sum. Disftitns occur upon termination of service
or upon such other dates that may be elected bydtieipant in accordance with the terms of trenPThe Company, in its sole discretion,
may suspend or terminate the Plan or revise of drién any respect whatsoever; provided, howethat, no such action may reduce amo
credited to deferral accounts and such accountsaitinue to be owed to the participants or benefies and will continue to be a liability
the Company.
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Note 13. Significant Customers
The following table presents our key customerdtieryears presented and the percentage of netrsatissto such customers (in
millions):
% of Total

Revenue Revenue

Key Customer

2004
Cingular (now AT&T) $67.9 23%
Western Wireles 28.0 10%
2005
Cingular (now AT&T) 98.8 29%
U.S. Navy 33.6 10%
2006
Cingular (now AT&T) 89.6 27%
U.S. Navy 34.2 10%
Sprint 31.9 10%

Our top five customers accounted for approxima®@$o, 54% and 56% of our total revenue in 2004, 20852006, respectively. The
U.S. Navy is a customer of our Government Sengeggnent and Cingular (now AT&T), Sprint and WesMfineless are customers of our

Wireless Network Services segment.
The following table presents net accounts receev&drl customers with significant concentrationsriitlions):

% of Total accounts

Key Customer Accounts receivable, ne receivable, net
2004

Cingular (now AT&T) $14.9 11%
2005

Cingular (now AT&T) 35.1 35%
2006

Cingular (now AT&T) 18.0 16%

Sprint 17.2 15%

Note 14. Segment Information

SFAS No. 131, “Disclosures about Segments of aerarise and Related Information,” establishes ahawi@ interim reporting
standards for an enterprise’s operating segmeutsedated disclosures about its products, servigesgraphic areas and major customers. An
operating segment is defined as a component ofemgise that engages in business activities fudrich it may earn revenues and incur
expenses, and about which separate financial irgtom is regularly evaluated by the chief operatiegision maker in deciding how to
allocate resources. Our chief operating decisiokemi our Chief Executive Officer.

In 2004, the Company reorganized its operating segsrto reflect its current operations and stratdgection. Effective January 1,
2004, the Company reorganized its business alanirsedines including three reportable segmentsélgss Network Services, Enterprise
Network Services, and Government Network Servites. Company evaluates the performance of our dpgraggments based on opera
income. Operating income includes the allocationesfain corporate expenses to the segments, ingugpreciation and amortization
expense related to corporate assets. Certain inaooheharges are not allocated to segments indh@g&ny’s management reports because
they are not considered in evaluating the segmepesating performance. Unallocated income andgesaare
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primarily related to share based compensation esaagd related tax adjustments and accruals suohuaed office space. As of

December 31, 2006 we had discontinued substanttlbf our international operations so all itermegented for continuing operations relate
to the United States and assets presented forrdisoed operations relate to international geogiaghocations. All prior period amounts
have been reclassified in order to conform withadbeent period presentation and allocation methaggo

Revenues, operating income (loss) and assets atig the Company’s segments for the years endedrbteer 31, 2004, 2005 and
2006 are as follows (in millions):

2004 2005 2006
(Restated) (Restated)
Revenues
Wireless Network Service $179.2 $185.4 $174.7
Enterprise Network Service 65.3 67.3 55.6
Government Network Services 51.6 85.0 97.5
Total revenues $296.2 $337.7 $327.¢
Operating income (loss
Wireless Network Service $ 03 $ 58 $ (2.7
Enterprise Network Service (8.1 5.8 (23.9
Government Network Servict 4.2 7.4 8.2
Reconciling amounts 9.2 (2.1) (13.0)
Total operating income (loss) $ 56 $ 16.9 $(31.9
Assets:
Wireless Network Service $162.4 $126.6  $109.C
Enterprise Network Service 40.3 59.9 27.9
Government Network Servici 61.8 86.6 188.C
Discontinued Operations 66.2 69.0 11.0
Total assets $330.7 $342.C $335.C

The operating income (loss) of Enterprise Netwogkviges for 2004, 2005 and 2006 were impacted éydhowing items:

« an expense in 2004 for contingent acquisition aersition of $12.4 million resulting from the Comgamamendment of the purche
agreements related to two of the companies acqinrdte ENS division.

* a benefit to operating income in 2005 as a resudt$2.1 million credit to reduce an excess comirigacquisition accrual.
« charges in 2006 of $18.3 million related to the ainment of goodwill and a $1.8 million impairmeritan asset.

The operating loss related to the Wireless Netv@®kvices segment in 2006 is primarily due to redunargins in our deployment
business that have been negatively impacted bige feational deployment program under which theazuer is issuing purchase orders for
each separate phase of the project, rather thaemtire project, resulting in the Company recordiego profit margin or below the anticipa
projected margin at completion on these projects.

The reconciling amounts in 2004 were impacted leyrdduction of approximately $12.2 million of prewsly recorded payroll tax
adjustments related to stock-based compensaticnegthat was previously recorded related to shasled compensation expense from 2
to 2003. The reconciling amounts in 2006 were ingby increased stock-based compensation expers® dhe Company’s adoption of
SFAS No. 123R in January 2006.
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Assets of the Company’s corporate headquarterstined corporate related assets have been includibe iassets of the Wireless
Network Services segmel

Note 15. Related Party Transactions

On May 30, 2002, the Company issued an aggregd®,000 shares of Series B Convertible PreferredkSiat an aggregate purchase
price of $45.0 million, in a private placement taites affiliated with one of the directors of t@@mpany (40,000 shares), to a brother of the
Chairman and Chief Executive Officer of the Compét,000 shares) and to an unrelated third-pastgstor (40,000 shares). The Company
received $44.9 million of net proceeds. Each sbaferies B Convertible Preferred Stock is initialbnvertible into 100 shares of Common
Stock for a conversion price of $5.00 per shardclvtvas the fair market value of the common stddke closing, at the option of the holder
at any time, subject to certain provisions in tleeics B Preferred Stock Purchase Agreement. THesSBrPreferred Stock Purchase
Agreement had a lock-up provision, which has exppgor to March 5, 2004, on which date 40,000 skaf Series B Convertible Preferred
Stock were converted into 4,000,000 shares of tirafany’s Common Stock. On April 5, 2006, 15,483%skaf Series B Convertible
Preferred Stock were converted into 1,548,300 shafrthe Company’s Common Stock.

Through December 31, 2006, the Company has receivéces from the holders to convert an aggregatelrer of 80,000 shares of
Series B Convertible Preferred Stock into an agafee§,000,000 shares of the Company’s Common S@rlbecember 31, 2005 and
December 31, 2006, the total liquidated preferermpealed $12.7 million and $5.0 million, respectyvel

In 2003, in connection with the Company’s acquisitof a company in its Enterprise Network Servigesiness, the Company assumed
certain facility lease obligations relating to fai@s that were owned by the previous shareholdéns lease expense, which approximates
$0.3 million, $0.2 million and $0.2 million for theears ended December 31, 2004, 2005 and 200&atdésgly, is reflected in the statemen
operations.

In connection with the Company’s acquisition of TirlAJanuary 2005, the Company assumed certaintfjdeihse obligations for a
facility owned by the previous shareholders. Tlaséeexpense, which approximates $0.7 million feryihar ended December 31, 2005 and
December 31, 2006, respectively, is reflected enstfatement of operations.

On February 17, 2006, the Company entered intdinitilee agreement to divest all of its operatiandVexico for total approximate ca
consideration of $18.0 million subject to adjustmseior the closing net asset calculations, wittb$tillion payable in cash on signing of the
Equity Purchase Agreement and $16.5 million by mesra secured promissory note payable in instaitsthrough December 2006, which
approximates the net book value of the operatidbhe.purchaser, Sakoki LLC, is a newly-formed entitptrolled by Massih Tayebi.
Although Massih Tayebi has no current role with@@mpany, he was a co-founder of the Company, hasénved as Chief Executive
Officer from inception in 1994 through Septembe®@@nd as a director from inception through Ap@02. In addition, as of July 31, 2007,
Massih Tayebi owns or controls approximately 8.Z%he total voting power of the Company’s capitaick. He is also the brother of
Masood Tayebi, who was the Company’s Chairmane@Bbard of Directors until March 6, 2007. Masood @tz had no personal financial
interest in the transaction and has no role withethtity that has purchased the Mexico Operatibhs.transaction was approved by the
disinterested members of the Company’s Board ofddirs after consideration of other expressioristefest and an independent valuation
analysis.

The final closing balance sheet as of Februan20@6 resulted in net asset adjustments aggregatiagotal approximate $18.9 million
consideration, $1.5 million which was paid on Felyul7, 2006, with the remaining $17.4 million pblgaby means of the promissory not
installments through December 31, 2006 with arr@sterate of 7.5% per annum. On June 26, 2006Z¢mepany entered into
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an Addendum with the buyer to finalize the closira asset calculations, pursuant to which the gmegreed that the resulting total purchase
price was $18.9 million. The Addendum also provifteda conditional waiver that permits the purchidsemake the payment due on

August 17, 2006 by September 30, 2006, and foimtallments due on November 17, 2006 and DeceBihe2006 to be made on or before
December 29, 2006. Failure to make the paymentaiohn later dates would have resulted in a restoraii the original terms of the note. T
first scheduled note payment of $3.3 million wacereed from the buyer on May 19, 2006, and the s@szheduled note payment of $5.5
million was received in installments of $5.2 mitlion September 29, 2006 and $0.3 million on OctdBe006. The remaining note
receivable balance of $9.5 million which includedred interest through December 29, 2006, wasipdidl in on December 29, 2006.

Note 16. Commitments and Contingencies

The Company periodically evaluates all pendinghogatened contingencies and any commitments, ifthay are reasonably likely to
have a material adverse effect on its operatiorimancial position. The Company assesses the pililyaof an adverse outcome and
determines if it is remote, reasonably possiblprobable as defined in accordance with the prorssimf SFAS No. 5, “Accounting for
Contingencies.” If information available prior foetissuance of the Company’s financial statemelisates that it is probable that an asset
had been impaired or a liability had been incuatthe date of the Company’s financial statememtd,the amount of the loss, or the range of
probable loss can be reasonably estimated, thénigsg is accrued and charged to operations. #éagoual is made for a loss contingency
because one or both of the conditions pursuanF&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 uncertainties and exptesuserelated to value added taxes (VAT) afteingnto consideration the
probability of the tax contingencies being incutrAdcordingly, based upon the Company’s assessafehe probability of these tax
contingencies, it was determined that accrualOd $illion and $0.8 million for VAT tax contingeias were required as of December 31,
2005 and December 31, 2006, respectively.

The Company maintains an accrual for the Compamgédth and workers compensation partial self-insceawhich is a component of
total accrued expenses in the consolidated bakimeets. Management determines the adequacy ofdabesels based on a monthly
evaluation of the Company’s historical experiencé ends related to both medical and workers cosgiéon claims and payments,
information provided to the Company by the Compargsurance broker, industry experience and theagedag period in which claims are
paid. If such information indicates that the Compamccruals require adjustment, the Company willrespondingly, revise the assumptions
utilized in the Company’s methodologies and reducprovide for additional accruals as deemed apjatsp As of December 31, 2005 and
December 31, 2006, the accrual for the Company'sabaelf-insurance programs approximated $2.6ioniland $1.8 million, respectively.
The Company also carries stop-loss insurance toatdes coverage limiting the Company’s total expeselated to each medical and
workers compensation claim incurred, as definetthénapplicable insurance policies. The medicalaarkers compensation annual claim
limits are $100,000 and $250,000, respectively.tReryear ending December 31, 2006, the Compangreqred no claims that exceeded
limits for medical and one claim that exceededlithés for workers compensation. As of December 3106, the Company had a $700,000
letter of credit outstanding issued from the Conyfmmsurance carrier to cover a performance bardlli@bilities in connection with the
Company’s workers’ compensation partial self-insgea
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Note 17. Legal Matters
Contingencies
IPO Securities Litigation

Beginning in June 2001, WFI and certain of itsadfs and directors were named as defendants inadgagallel class action sharehol
complaints filed in the United States District Cofiar the Southern District of New York, now conislaited under the captiolm re Wireless
Facilities, Inc. Initial Public Offering Securitidstigation, Case No. 01-CV-4779. In the amended complaietpthintiffs allege that WFI,
certain of its officers and directors, and the umdligers of WFI's initial public offering (“IPQO”) iolated section 11 of the Securities Act of
1933 and section 10(b) of the Securities ExchangeoA1934 based on allegations that WFI's regigtnastatement and prospectus failed to
disclose material facts regarding the compensatidre received by, and the stock allocation prastiaf, the IPO underwriters. The plaintiffs
seek unspecified monetary damages and other r8iiaflar complaints were filed in the same couriagt hundreds of other public
companies (“Issuers”) that conducted IPOs of tbemmon stock in the late 1990s and 2000 (the “IRGeG").

In June 2004, the Issuers (including WFI) execatsdttlement agreement with the plaintiffs that Mlpamong other things, result in the
dismissal with prejudice of all claims against theuers and their officers and directors and tseyament of certain potential Issuer claims to
the plaintiffs. On February 15, 2005, the couriesba decision certifying a class action for setéet purposes and granting preliminary
approval of the settlement subject to modificatibrertain bar orders contemplated by the settlént@m August 31, 2005, the court
reaffirmed class certification and preliminary apyal of the modified settlement in a comprehen€ivder. On February 24, 2006, the court
dismissed litigation filed against certain undetens in connection with certain claims to be asstgander the settlement. On April 24, 2006,
the court held a Final Fairness Hearing to detegmihether to grant final approval of the settlemé&nt December 5, 2006, the Second
Circuit Court of Appeals vacated the lower coueslier decision certifying as class actions txdBD Cases designated as “focus cases.”
Thereafter, the District Court ordered a stay bpadceedings in all of the IPO Cases pending titeame of plaintiffs’ petition to the Second
Circuit for rehearing en banc and resolution ofdtass certification issue. On April 6, 2007, thee@nd Circuit denied plaintiffs’ rehearing
petition, but clarified that the plaintiffs may &e® certify a more limited class in the Districo@t. Accordingly, the stay remains in place
the plaintiffs and Issuers have stated that theypaepared to discuss how the settlement mighii@nded or renegotiated to comply with the
Second Circuit’s decision. Plaintiffs filed amendmanplaints in the six focus cases on or about Atgd, 2007. The court has not yet set a
deadline for the plaintiffs to file amended comptaiin the other IPO lawsuits. WFI is covered lpfaams-made liability insurance policy
which it believes will satisfy any potential liaiy of WFI under this settlement. Due to the intgnencertainties of litigation, and because the
settlement may not receive final approval from@uwairt, the ultimate outcome of this matter canreopledicted. In accordance with FASB
No. 5,“Accounting for ContingenciesWFI believes any contingent liability related tdstialaim is not probable or estimable and therefare
amounts have been accrued in regards to this matter

2004 Securities Litigation

In August 2004, as a result of the Company’s annenment on August 4, 2004 that it intended to restatfinancial statements for the
fiscal years ended December 31, 2000, 2001, 2002@03, the Company and certain of its currentfamder officers and directors were
named as defendants (“Defendants”) in several gesuclass action lawsuits filed in the Unitedt8saDistrict Court for the Southern District
of California. These actions were filed on behélfrmse who purchased, or otherwise acquired, tragany’s common stock between
April 26, 2000 and August 4, 2004. The lawsuitsegatly allege that, during that time period, Defent$ made false and misleading
statements to the investing
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public about the Company’s business and finaneilts, causing its stock to trade at artificiatiffated levels. Based on these allegations,
the lawsuits allege that Defendants violated theuBtes Exchange Act of 1934, and the plaintigls unspecified damages. These actions
have been consolidated into a single actioim+e Wireless Facilities, Inc. Securities Litigari, Master File No. 04CV1589-JAH. Plaintiffs
filed a First Amended Consolidated Class Action @@imt on April 1, 2005. Defendants filed their oot to dismiss this first amended
complaint on April 14, 2005. The plaintiffs themested leave to amend their first amended complBie plaintiffs filed their Second
Amended Complaint on June 9, 2005, this time oralbetfi those who purchased, or otherwise acquiteel Company’s common stock
between May 5, 2003 and August 4, 2004. Defenddetktheir motion to dismiss this Second Amendexar@laint on July 14, 2005. The
motion to dismiss was taken under submission owlé&ct20, 2005 and on March 8, 2006, the court grhtite Defendantshotion. Howevel
plaintiffs were granted the right to amend theimptaint within 45 days and subsequently filed tAdiird Amended Consolidated

Class Action Complaint on April 24, 2006. Defendsafifed a motion to dismiss this complaint on J8n2006. On May 7, 2007, the court
denied the Defendants’ motion to dismiss. Deferglditéd their answer to the plaintiffs’ complaiobh July 13, 2007. The Company believes
that the allegations lack merit and intends to ragsly defend all claims asserted. It is imposs#tlthis time to assess whether or not the
outcome of these proceedings will or will not havmaterial adverse effect on the Company. We hatveeaorded any accrual for a
contingent liability associated with this legal peeding based on the Company'’s belief that a tigbihile possible, is not probable and any
range of potential future charge cannot be readprsitimated at this time.

In 2004, two derivative lawsuits were filed in thaited States District Court for the Southern Distof California against certain of the
Company’s current and former officers and directBedicini v. Wireless Facilities, IndGase No. 04CV1663; ariRoth v. Wireless
Facilities, Inc.,Case No. 04CV1810. These actions were consolidated single action iin 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, gross misragement, abuse of control, waste of
corporate assets, violation of Sarbanes Oxley Actien 304, unjust enrichment and insider tradirfe plaintiffs in these lawsuits seek
unspecified damages and equitable and/or injuncéief. The lead plaintiff filed a consolidatednsplaint on March 21, 2005. On May 3,
2005, the defendants filed motions to dismissalbifon, to stay this action pending the resolutibthe consolidated non-derivative securities
case pending in the Southern District of Califoraiad to dismiss the complaint against certain Galifornia resident defendants. Pursuant to
a request by the Court, Defendants’ motions wethdsawn without prejudice pending a decision oreddfints’ motion to dismiss the
complaint against the non-California resident ddéaris. On March 20, 2007, the Court ruled thatdkéd personal jurisdiction over five of
the six non-California defendants and dismissethtfrem the federal derivative complaint. On Maréh 2007, plaintiffs filed an amended
derivative complaint setting forth all of the saaikegations from the original complaint and addatiggations regarding WFI's stock option
granting practices. Basically, plaintiffs allegathWFI “backdated” or “springloaded” employee stagkion grants so that the options were
granted at less than fair market value. The amendetplaint names all of the original defendantsl(iding those dismissed for lack of
jurisdiction) as well as nine new defendants. Og 2u2007, the nc-California resident defendants moved to dismissctbmplaint for lack
of personal jurisdiction. That motion is set toh®ard on November 5, 2007. Once the court has eg¢iek issue of personal jurisdiction,
WFI, along with any remaining individual defendémtnd subject to the court’s jurisdiction, may agaiove to dismiss the complaint as to
them.

In April 2007, another derivative complaint wa®fllin the United States District Court for the $eub District of California, Hameed
Tayebi, 07-CV-0680 BTM(RBB) (the “Hameed Action8gainst several of WH'current and former officers and directors. Thegaltions ir
this new derivative complaint mirror the amendddgadtions in the 2004 federal derivative actiorrsBant to a Court order and agreement
between the parties, the defendants need not rdd¢pdhe complaint in the Hameed
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Action until the Court rules on the motion to dissifor lack of personal jurisdiction currently pergin the 2004 derivative litigation. Once
the court in that matter has decided the issuefgnal jurisdiction, the parties will meet and feomegarding defendants’ response to the
Hameed Action. At this time, we are unable to f@professional judgment that an unfavorable outcisnegher probable or remote.
Moreover, if an unfavorable outcome should evehyu@dcur, we are not at this time able to estinthéeamount or range of possible loss.

In August and September 2004, two virtually idesltaberivative lawsuits were filed in California Sarpr Court for San Diego County
against certain of the Company’s current and foraféicers and directors. These actions containui@cllegations 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 actidn+e Wireless Facilities, Inc. Derivative Litigati, California Superior Court, San Diego
County, Lead Case No. GIC 834253. The plaintifisdfia Consolidated Shareholder Derivative Complan©ctober 14, 2004. This action
has been stayed pending a decision in federal coustmotion to dismiss the federal derivative laites The parties will appear before the
judge in October 2007 to apprise the court of theus of the federal action. The Company beliekiasthe allegations lack merit and intel
to vigorously defend all claims asserted. It is @sgible at this time to assess whether or not tieome of these proceedings will or will not
have a material adverse effect on the Company. &Ve hot recorded any accrual for a contingentllitgtassociated with this legal
proceeding based on the Company’s belief thataditia while possible, is not probable and anygarof potential future charge cannot be
reasonably estimated at this time.

2007 Securities Litigation

In March and April 2007, there were three fedelass actions filed in the United States Districu@dor the Southern District of
California against WFI and several of its curremtl former officers and directors. These class ad@wsuits followed WFI's March 12, 2007
public announcement that it is conducting a volgniaternal review of its stock option granting pesses. These actions have
been consolidated into a single action, In re VE@sglFacilities, Inc. Securities Litigation I, MesFile No. 07-CV-0482-BTM-NLS. A
consolidated class action complaint has not béed.fAt this time, we are unable to form a profesal judgment that an unfavorable outc«
is either probable or remote. Moreover, if an upnfable outcome should eventually occur, we areahttis time able to estimate the amount
or range of possible loss.

Other Litigation

In January 2005 a former independent contractthefCompany filed a lawsuit in Brazil against then@pany’s subsidiary, WFI de
Brazil, to which he had been assigned for a pesidime. He sought to be designated an employ&#&fifde Brazil and entitled to severance
and related compensation pursuant to Brazilianrl&we. The individual sought back wages, vacatiay, stock option compensation and
related benefits in excess of $0.5 million. Thistterawas argued before the appropriate labor douhtily 2005 and in July, 2006, the labor
court awarded the individual the Brazilian curreegyivalent of approximately $0.3 million for hiadk wages, vacation pay and certain ¢
benefits. The Company filed an appeal in the matteduly 20, 2006 and is challenging the basishferaward on several theories. The
Company has accrued approximately $0.3 millionfeSeptember 30, 2006 related to this matter. The@umy intends to pursue the appeal
of this award.

On March 28, 2007, three plaintiffs, on behalf gfuaported class of similarly situated employees @mntractors, filed a lawsuit against
the Company in the Superior Court of the Statealif@nia, Alameda
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County. The suit alleges various violations of @adifornia Labor Code and seeks payments for aflggenpaid straight time and overtime,
meal period pay and associated penalties. The Quyrgoad the plaintiffs have agreed to venue forsihiein San Diego County. Based on our
research to date, the Company has not concludéd ties any liability in the case. The Companyidads that the allegations lack merit and
intends to vigorously defend all claims assertets impossible at this time to assess whetheobthe outcome of these proceedings will or
will not have a material adverse effect on the Canyp We have not recorded any accrual for a coetintigbility associated with this legal
proceeding based on our belief that a liabilityjlevpossible, is not probable and any range ofmt@kfuture charge cannot be reasonably
estimated at this time.

On May 3, 2007, the Company announced that it Hladaa lawsuit against a former employee, Vend2omlan, who previously served
as its stock option administrator and left the Camypin mid-2004, and his spouse. The lawsuit seekscover damages resulting from the
theft by Donlan of WFI stock options and commorcktealued in excess of $6.3 million. The theftsjahhappear to have taken place during
2002 and 2003, were discovered through the Companyiew of its past practices related to the gngraind pricing of employee stock
options with the assistance of its outside couasdlforensic computer consultants. The complast alleges that Donlan attempted to cover
up the scheme by, among other things, deletingesntom the Company’s records. WFI had prompthoréed this discovery to the SEC in
March 2007 when the theft was discovered. The S&fintenced an enforcement action against Donlanthend.S. Attorney’s Office
forwarded a grand jury subpoena to the companyisge&cords related to Donlan and our historicalaspgranting practices. The SEC filed
a federal lawsuit and obtained a temporary restrgiarder and asset freeze against Donlan ancbisse. The U.S. Attorney’s Office
indicted Donlan for the theft and he plead guithythe federal criminal charges. The Company hapa@bed with, and intends to continue to
cooperate with both the SEC and the U.S. Attorn&ffice on this matter and otherwise.

In addition to the foregoing matters, from timditoe, the Company may become involved in varioussldts 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 Camgfsabusiness. The Company is currently not aw&esng such legal proceedings or
claims that we believe will have, individually or the aggregate, a material adverse affect oninéss, financial condition or operating
results.

Note 18. Quarterly Financial Data (Unaudited)

The following financial information reflects all maal and recurring adjustments that are, in theiopiof management, necessary for a
fair statement of the results of the interim pesicBummarized quarterly data for the years endegmber 31, 2005 and 2006, is as follows
(in millions, except per share data):

First Second Third Fourth
Quarter Quarter Quarter Quarter
(Restated) (Restated) (Restated) (Restated)

Fiscal year 200:

Revenue! $81.2 $ 835 $ 86.7 $ 86.3
Gross profit $ 18.C $ 195 $ 20.6 $ 18.2
Operating incom: $ 34 $ 41 $ 8.1 $ 13
Provision for income taxe $ 15 $ 14 $ 16 $ 14
Net income (loss $ 34 $ 36 $ 49 $ (10.3)
Net income (loss) per common she

Basic $ 0.05 $ 0.05 $0.07 $(0.19
Diluted $ 0.05 $ 0.05 $0.07 $(0.19
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First Second Third Fourth
Quarter Quarter Quarter Quarter

Fiscal year 200t

Revenue: $ 76.3 $ 79.5 $ 77.9 $ 94.1
Gross profit $ 125 $ 14.€ $ 145 $ 119
Operating income (los: $ (15 $ 09 $ 05 $(31.3)
Provision (benefit) for income tax $ 04 $ 04 $ 03 $ 14.2
Net income (loss $ 08 $06 %09 $(556
Net income (loss) per common she

Basic $(0.01) $(0.01) $(0.01) $(0.75)
Diluted $(0.01) $(0.02) $(0.01) $(0.75)

Quarterly Results in 2005

As required by Item 302 of Regulation S-K promuéghby the SEC, the following table sets forth selé@naudited consolidated
quarterly financial information for our two mostent years. All quarters for 2005 have been redtaten previously reported information
filed in the Company’s Form 10-Q’s and Form 10-Kaa®sult of the restatement of its financial ressdiscussed in Note 2 “Restatement of
Consolidated Financial Statements”. The previousported consolidated statements of operationalfguarters of 2006 were not impacted
by the Equity Award Review. In addition, the qudst¢ables presented for all quarters of 2005 ad@62have been restated in accordance
with SFAS No. 144 to reflect the EMEA and Braziliaperations discontinued by the Company in thetfoguarter of 2006.
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The following table presents the effect of the ficial statement restatement adjustments as wdteaSompany’s discontinuance of its
international operations on the Company’s previpusported consolidated statements of operationgéthree months ended March 31,
2005, June 30, 2005, September 30, 2005 and Dec&thp2005 (in millions, except per share data):

RECONCILIATION OF CONSOLIDATED STATEMENTS OF OPERAT IONS FOR INTERIM PERIODS OF 2005
(In millions, except per share data)

Three Months Ended
March 31, 2005 June 30, 200¢
Adjustment for Adjustment for
As Restated ~ Adjustment for As Restated  Adjustment for
International for International for
As Discontinued Discontinued Stock Based As Discontinued Discontinued Stock Based
Reported Operations Operations Expenses As Restated | Reported Operations Operations Expenses As Restated
Service revenue $90.7 $9.5 $81.2 $ — $81.2 $95.2 $11.€ $83.E $ — $83.5
Cost of service revenue 70.0 6.9 63.1 0.1 63.2 73.4 9.2 64.2 (0.2) 64.0
Gross profit 20.7 2.6 18.1 0.1) 18.0 21.9 2.6 19.3 0.2 19.5
General and administrative expenses 16.4 1.9 14.5 0.1 14.6 17.6 2.1 15.5 (0.1) 15.4
Contingent acquisition consideration — — — — — — — — — —
Operating income 4.3 0.7 3.6 (0.2) 3.4 4.3 0.5 3.8 0.3 4.1
Other income (expense):
Interest income (expense) 0.2 — 0.2 — 0.2 — — — — —
Other income (expense) (0.1) (0.1 — — — 0.3 0.3 — — -
Total other income (expense) 0.1 (0.1) 0.2 — 0.2 (0.3) (0.3) — — —
Income from continuing operations before incomeetax 4.4 0.6 3.8 (0.2) 3.6 4.0 0.2 3.8 0.3 4.1
Provision (benefit) for income taxes 1.7 0.2 15 — 1.5 15 0.1 1.4 — 1.4
Net income (loss) from continuing operations $2.7 $0.4 $23 $(0.2) $2.1 $2.5 $0.1 $24 $ 0.3 $2.7
Income (loss) from discontinued operations 0.9 — 13 (0.0) 1.3 0.8 — 0.9 (0.0) 0.9
Net income (loss) $3.6 $0.4 $3.6 $(0.2) $3.4 $3.3 $0.1 $3.3 $ 0.3 $3.6
Net income (loss) from continuing operations
Basic $0.04 $0.02 $0.03 $0.02 $0.08 $0.0C $0.04
Diluted $0.04 $0.02 $0.03 $0.02 $0.02 $0.0C $0.04
Net income (loss) from discontinued operati
Basic $0.01 $0.02 $0.02 $0.01 $0.01 $ (0.00) $0.01
Diluted $0.01 $ 0.0z $0.02 $0.01 $0.01 $ (0.00) $0.01
Net income (loss), per share
Basic $0.0¢E $0.0E $0.05 $0.04 $0.04 $0.0C $0.0E
Diluted $0.0¢E $0.0¢E $0.05 $0.04 $0.04 $0.0C $0.0¢E
Weighted average common shares:
Basic 73.7 73.7 — 73.7 73.9 73.9 — 73.9
Diluted 75.9 75.9 (0.4) 75.5 74.8 74.8 (0.4) 74.4
The following table presents details of the totatk-based
compensation expense that is included in each ifumait
line item in the consolidated statements of openatidata
above:
Supplemental Data on Stock-Based Compensation
Expense
Cost of revenu $ — $ — $ 0.1 $0.1 $ — $ 0.2 $0.2
Selling, general and administrative 0.1 0.1 0.1 0.1
— — 0.2 0.2 — 0.3 0.3
Discontinued operations $ — $ — $ (0.0) $ (0.0 $ — $ (0.0) $ (0.0)
The following table presents details of the noneime tax
payroll related expense (credit) that is includeéach
functional line item in the consolidated statemet
operations:
Supplemental Data on Non-Income Tax Payroll Expense
Cost of revenu $ — $ — $— $ 0.0 $0.0 $ — $ — $ — $(0.4) $(0.4)
Selling, general and administrative — — 0.0 0.0 0.0 — — 0.0 g0.2) 10.2)
i — — — i i i — _(06) 08
Discontinued operations — — — (0.0) (0.0) — — — 0.0 0.0
o s 5= s so0  soo | s— s S 509 309
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Service revenue
Cost of service revenue
Gross profit
General and administrative expenses
Contingent acquisition consideration

Operating income

Other income (expense):
Interest income (expense)
Other income (expense)

Total other income (expense)
Income from continuing operations before incomeegax
Provision (benefit) for income taxes
Net income (loss) from continuing operations
Income (loss) from discontinued operations
Net income (loss)

Net income (loss) from continuing operations
Basic
Diluted
Net income (loss) from discontinued operations
Basic
Diluted
Net income (loss), per share
Basic
Diluted
Weighted average common shares:
Basic
Diluted

The following table presents details of the totatk-based
compensation expense that is included in each ifumait
line item in the consolidated statement of operstidata
above:

Supplemental Data on StockBased Compensation Expens

Cost of revenue

Selling, general and administrative

Discontinued operations

The following table presents details of the noneime tax
payroll related expense (credit) that is includeéach
functional line item in the consolidated statement
operations:

Supplemental Data on Non-Income Tax Payroll Expense
Cost of revenue

Selling, general and administrative

Discontinued operations

Total

Three Months Ended

September 30, 2005

December 31, 2005

Adjustment for

As Restated

Adjustment for

Adjustment for

As Restated  Adjustment for

International for International for
As Discontinued Discontinued Stock Based As Discontinued Discontinued Stock Based
Reported Operations Operations Expenses As Restated | Reported Operations Operations Expenses As Restated

$94.5 $7.8 $86.7 $ — $86.7 $94.€ $8.5 $86.2 $ — $86.3
743 8.4 65.9 0.2 66.1 73.3 6.4 66.9 1.2 68.1
20.2 (0.6) 20.8 0.2) 20.6 215 21 19.4 1.2) 18.2
17.2 2.3 14.9 0.1 15.0 18.1 2.3 15.8 0.7 16.5
(2.5) = (2.5) = (2.5) 0.4 = 0.4 = 0.4
55 2.9) 8.4 (0.3) 8.1 3.0 0.2) 3.2 (1.9) 1.3
_ _ _ _ — 0.1) — (0.1) — 0.1)
0.1) 0.1) = = = 0.1 (0.1) 0.2 = 0.2
0.1) 0.1) — — — — (0.1) 0.1 — 0.1
5.4 (3.0 8.4 0.3) 8.1 3.0 0.3) 33 (1.9) 1.4
0.7 (0.9) 1.6 — 1.6 1.5 0.1 1.4 — 1.4
$4.7 $(2.0) $ 6.8 $(0.3) $ 6.5 $ 15 $(0.4) $ 1.8 $(1.9) $(0.0)
0.5 — (1.6) (0.0) (1.6) (9.9 — (10.3) — (10.3)
$5.2 $(2.) $ 5.2 $(0.3) $ 4.9 $(8.4) $(0.4) $(8.4) $(1.9) $(10.9)
$0.0€ $0.0¢ $0.0¢ $0.02 $0.02 $ (0.0C)
$0.0€ $0.0¢ $0.0¢ $0.02 $0.02 $(0.00)
$0.01 $(0.02) $(0.02) $(0.139 $(0.13) $(0.14)
$0.01 $ (0.02) $(0.02) $(0.19 $(0.19) $(0.14)
$0.07 $0.07 $0.07 $(0.12) $(0.12) $(0.14)
$0.07 $0.07 $0.07 $(0.12) $(0.12) $(0.14)
74.2 74.2 — 74.2 74.3 74.3 — 74.3
75.3 75.3 (0.4) 74.9 75.3 75.3 0.2) 75.1
$ — $ — $ — $ 0.2 $ 0.2 $ — $ — $ — $ 1.2 $ 1.2
0.0 0.1 0.1 $0.1C 0.1 0.7 0.8

— — — 0.3 0.3 0.10 — 0.1 1.9 2.0

$ — $ — $ — $(0.0) $ (0.0 $ — $ — $ — $ 0 $ C
$ — $ — $ — $ 0.0 $ 0.C $ — $ — $ — $ 0.0 $ 0.C
— — 0.0 0.0 0.0 — — 0.0 0.0 0.0

— — — 0.0 0.0 — — — 0.0 0.0

= = = (0.0) (0.0) = = = (0.0) (0.0)

$ — $ — $ — $ 0.0 $ 0.C $ — $ — $ — $ 0.0 $ 0.C
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The Company'’s fourth quarter of 2005 net loss w@saicted by a loss from discontinued operationslof®million, which was
primarily driven by the cancellation of a numbersdés that the Company was building in Latin Aroatiocations which impact resulted in a
loss of approximately $3.0 million. In addition, empairment charge of $0.9 million related to tleewnulated currency translation losses
recorded in accordance with EITF Issue 01-5 “Aggilan of FASB Statement No. 52 to an InvestmenhBd&ivaluated for Impairment that
Will Be Disposed Of.” Also, included in loss fronsdontinued operations was a $3.4 million increaase valuation allowance related to
certain of the discontinued operation’s deferredassets.
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The following table presents select balance sinfetrnation as of September 30, June 30 and MarcB@I6, respectively, and
September 30, June 30, and March 31, 2005, resphgtas restated from previously reported infoiiorafiled in the Company’s Form 10-
Q’s, as a result of the restatement of our findneisults discussed in Note 2 “Restatement of Cligesed Financial Statementsh(millions):

RECONCILIATION OF CONSOLIDATED BALANCE SHEETS FOR M ARCH 31, 2005

(in millions)

Adjustment for

International As Restated for ~ Adjustment for
Discontinued Discontinued Stock Based
As Reported* Operations Operations Expenses As Restated
Assets
CURRENT ASSETS
Cash and cash equivalents $ 353 $ (5.4) $ 299 $ — $ 299
Short-term investments 1.9 — 1.9 — 1.9
Subtotal cash and cash equivalents & ST investments 37.2 (5.4) 31.8 = 31.8
Accounts receivable—net 95.5 (11.7) 83.8 — 83.8
Prepaid expenses 4.0 (0.1) 3.9 — 3.9
Employee loans and advances 0.5 (0.1) 0.4 — 0.4
Other current assets 33 (1.1) 2.2 — 2.2
Current assets of discontinued
operations 34.6 18.4 53.0 — 53.0
Total current assets 175.1 — 175.1 = 175.1
Property and equipment, net 13.0 (2.4) 10.6 — 10.6
Goodwill 115.9 — 115.9 — 115.9
Other intangibles, net 8.8 — 8.8 — 8.8
Deferred tax assets 16.4 0.7 17.1 — 17.1
Investments in unconsolidated affiliates 21 — 21 — 21
Other assets 0.8 — 0.8 — 0.8
Non current assets of discontinued operat 3.6 1.7 5.3 — 5.3
Total assets $335.7 $ — $335.7 $ — $ 335.7
Liabilities and stockholders’ equity
CURRENT LIABILITIES
Accounts payable $ 199 $ (1.7) $ 18.2 $ — $ 182
Accounts payable—related party 0.8 — 0.8 — 0.8
Accrued expenses 224 4.7) 17.7 1.2 18.9
Contract management payables 5.7 — 5.7 — 5.7
Deferred revenue 5.6 (0.3) 5.3 — 5.3
Income taxes payable 3.7 (0.1) 3.6 — 3.6
Accrual for unused office space 0.8 — 0.8 — 0.8
Accrual for contingent consideration related towasijions 22.4 — 22.4 — 22.4
Capital lease obligation 0.1 — 0.1 — 0.1
Current liabilities of discontinued
operations 26.4 6.8 33.2 — 33.2
Total current liabilities 107.8 — 107.8 1.2 109.0
LONG-TERM LIABILITIES
Accrual for unused office space—net of
current portion 1.6 — 1.6 — 1.6
Other long-term liabilities 1.3 — 1.3 — 1.3
Long term liabilities of discontinued
operations 0.3 — 0.3 — 0.3
Total long-term liabilities 3.2 — 3.2 — 3.2
Total liabilities 111.0 — 111.0 1.2 112.2
Common stock 0.1 — 0.1 — 0.1
Additional paid-in capital 320.5 — 320.5 54.5 375.0
Deferred compensation — — 2.7) 2.7)
Accumulated deficit (91.9) — (91.9) (53.0) (144.9)
Accumulated other comprehensive loss (4.0) — (4.0) — (4.0)
STOCKHOLDERS'’ EQUITY 224.7 — 224.7 (1.2) 223.5
Total liabilities and stockholders’
$ 335.7 $ — $335.7 $ — $ 335.7

equity

* Certain items in the balance sheet have beeassified to conform to the current period preséoat
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RECONCILIATION OF CONSOLIDATED BALANCE SHEETS FOR J UNE 30, 2005
(in millions)

Assets

CURRENT ASSETS

Cash and cash equivalents
Restricted Cash
Short-term investments
Subtotal cash and cash equivalents & ST
investments
Accounts receivable—net
Prepaid expenses
Employee loans and advances
Other current assets
Current assets of discontinued operations
Total current assets
Property and equipment, r
Goodwill
Other intangibles, ne
Deferred tax asse
Investments in unconsolidated affilial
Other asset
Non current assets of discontinued
operations
Total assets

Liabilities and stockholders’ equity

CURRENT LIABILITIES

Accounts payabl
Accounts payab—related party
Accrued expense
Contract management payab
Deferred revenu
Income taxes payab
Accrual for unused office spar
Accrual for contingent consideration
related to acquisition
Capital lease obligatio
Current liabilities of discontinued
operations
Total current liabilities

LONG-TERM LIABILITIES

Capital Lease obligati—net of current portiol
Accrual for unused office space—net of current
portion
Other lon¢-term liabilities
Long term liabilities of discontinued operations
Total long-term liabilities
Total liabilities
Common stock
Additional paid-in capital
Deferred compensation
Accumulated deficit
Accumulated other comprehensive loss
STOCKHOLDERS'’ EQUITY
Total liabilities and stockholders’
equity

*

Adjustment for

International As Restated for  Adjustment for
Discontinued Discontinued Stock Basec

As Reported* Operations Operations Expenses As Restated
$ 16.1 $ (3.5 $ 12.6 $ — $ 126
0.1 — 0.1 — 0.1
16.2 (3.5) 12.7 — 12.7
95.7 (12.3) 83.4 — 83.4
5.0 (0.2) 49 — 49
0.5 (0.3) 0.2 — 0.2
4.6 (0.9) 3.7 — 3.7
44.6 17.1 61.7 — 61.7
166.6 — 166.6 — 166.€
13.7 (2.2) 11.5 — 115
116.4 — 116.4 — 116.4
8.3 8.3 — 8.3
14.9 15.5 — 15.5
2.1 2.1 — 2.1
1.0 — 1.0 — 1.0
4.0 1.6 5.6 — 5.6
$327.C $ — $327.C $ — $ 327.C
$ 15.8 $ (1.9 $ 13.9 $ — $ 139
1.2 — 1.2 — 1.2
28.1 (4.7) 23.4 0.6 24.0
5.3 — 5.3 — 5.3
5.4 — 5.4 — 5.4
3.2 (0.1) 3.1 — 3.1
0.7 — 0.7 0.7
8.9 — 8.9 — 8.9
0.1 — 0.1 0.1
25.2 6.7 31.9 — 31.9
93.9 — 93.9 0.6 94.5
0.2 — 0.2 — 0.2
1.4 — 1.4 — 1.4
1.6 — 1.6 — 1.6
0.3 — 0.3 — 0.3
3.5 — 3.5 — 3.5
97.4 — 97.4 0.6 98.0
322.0 — 322.0 54.5 376.5
= — = (2.3) (2:3)
(88.6) — (88.6) (52.8) (141.9)
(3.8 — (3.8 — (3.8)
229.6 — 229.6 (0.6) 229.C
$327.C $ — $327.C $ — $ 327.C
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RECONCILIATION OF CONSOLIDATED BALANCE SHEETS FOR S EPTEMBER 30, 2005
(in millions)

Assets

CURRENT ASSET¢
Cash and cash equivalel
Accounts receivab—net
Prepaid expenst
Employee loans and advanc
Other current asse
Current assets of discontinued operations
Total current assets
Property and equipment, r
Goodwill
Other intangibles, n¢
Deferred tax asse
Investments in unconsolidated affilial
Other asset
Non current assets of discontint
operations
Total assets

Liabilities and stockholders’ equity

CURRENT LIABILITIES
Accounts payable
Accounts payable—related party
Accrued expenses
Contract management payables
Deferred revenue
Income taxes payable
Accrual for unused office space
Accrual for contingent consideration related t
acquisitions
Capital lease obligation
Current liabilities of discontinued
operations
Total current liabilities
LONG-TERM LIABILITIES
Capital Lease obligati—net of current portiol
Accrual for unused office space—net of curre
portion
Other lon¢-term liabilities
Long term liabilities of discontinued operatior
Total long-term liabilities
Total liabilities
MINORITY INTEREST
Common stock
Additional paid-in capital
Deferred compensation
Accumulated deficit
Accumulated other
comprehensive loss
STOCKHOLDERS' EQUITY
Total liabilities and stockholdergquity

*

Adjustment for
International
Discontinued

As Restated for
Discontinued

Adjustment for
Stock Basec

As Reported* Operations Operations Expenses As Restated

$ 15.3 $ (1.7) $ 136 $ — $ 136
110.8 (12.8) 98.0 — 98.0
4.5 (0.2) 4.4 — 4.4
0.4 (0.12) 0.3 — 0.3
4.8 (1.1) 3.7 — 3.7
47.1 15.8 62.9 — 62.9
182.¢ — 182.¢ — 182.9
14.1 (2.2) 11.9 — 11.9
117.2 — 117.2 — 117.2
7.8 7.8 — 7.8
13.7 14.3 — 14.3
2.1 2.1 — 2.1
1.0 — 1.0 — 1.0
4.5 1.6 6.1 — 6.1
$343.2 $ — $343.2 $ — $ 343.2
$ 18.8 $ (1.6) $ 17.2 $ — $ 17.2
1.0 — 1.0 — 1.0
33.6 (5.7) 27.9 0.6 28.5
7.6 — 7.6 — 7.6
6.5 0.12) 6.4 — 6.4
1.8 (0.2) 1.7 — 1.7
0.6 — 0.6 — 0.6
6.4 — 6.4 — 6.4
0.3 — 0.3 — 0.3
27.3 7.5 34.8 — 34.8
103.¢ 103.¢ 0.6 104.5
0.5 — 0.5 — 0.5
1.3 — 1.3 — 1.3
1.3 — 1.3 — 1.3
0.3 — 0.3 — 0.3
3.4 — 3.4 — 3.4
107.3 — 107.3 0.6 107.9
322.8 — 322.8 54.5 377.3
— — — (2.0) (2.0
(83.4) — (83.4) (53.1) (136.5)
(3.4 — (3.4 — (3.4)
236.C — 236.C (0.6) 235.4
$343.2 $ — $343.2 $ — $ 343.2
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UNAUDITED PRO FORMA RECONCILIATION OF STOCK-BASED C OMPENSATION EXPENSE FOR INTERIM PERIODS
OF 2005
(in millions, except per share data)

Three Months Ended

September 30, 200!

December 31, 200!

Net income (loss

Add: Stock-based compensation
expense included in net income
(loss)

Deduct: Stock-based compensatit
expense determined under the |
value methoc

Net los—pro forma

Net income (loss) per share (bas

Net income (loss) per share (dilut

Net income (loss) per sha
(basic—pro forma

Net income (loss) per sha
(diluted'—pro forma

Weighted average shart
Basic—as reporte(
Diluted—as reporter

Basic—pro forma

March 31, 2005 June 30, 200¢
Adjustment Adjustment Adjustment Adjustment
for Stock- for Stock- for Stock- for Stock-
As Based As As Based As As Based As As Based As
Reported Compensation Restated | Reported Compensation Restated | Reported Compensation Restated | Reported Compensation Restated
$3.6 $ (0.2 $34 $3.3 $ 03 $ 3.6 $ 5.2 $ (0.9 $ 4.¢ $ (8.9 $ (1.9 $(10.9)
— 0.2 0.2 — 0.3 0.3 — 0.3 0.3 0.1 1.9 2.0
(3.5) 0.3 (3.2) (2.8) (2.4) (5.2) (7.3) 0.7 (6.6) (29.2) (3.7) (32.9)
$0.1 $ 0.2 $0.4 $05 $ (1.8) $(1.3) $ (2.0 $ 0.7 $ (14 | $(37.5 $ (3.9 $(41.2)
$ 0.0 $ (0.00) $0.08 $0.04 $0.00 $0.05 $0.07 $ (0.00 $0.07 $(0.12) $(0.09) $(0.19
$ 0.0 $ (0.00 $0.0% $0.04 $0.00 $0.05 $0.07 $ (0.00 $0.07 $(0.1) $(0.09) $(0.19
$0.0C $0.01 $0.01 $0.01 $(0.02) $(0.09 | $(0.09 $ (0.00) $(0.09 | $(0.50 $ (0.05) $ (0.55)
$0.0C $0.01 $0.01 $0.01 $(0.025) $(0.02) | $(0.09 $ (0.01) $(0.09 | $(0.50 $ (0.05) $ (0.55)
73.7 73.7 73.7 73.9 73.9 73.9 74.2 74.2 74.2 74.3 74.3 74.3
75.9 75.5 75.5 74.8 74.4 74.4 75.3 74.9 74.9 75.1 75.1 75.1
73.7 73.7 73.7 73.9 73.9 73.9 74.2 74.2 74.2 74.3 74.3 74.3
75.9 75.5 75.5 74.8 74.4 74.4 75.3 74.9 74.9 75.1 75.1 75.1

Diluted—pro forma
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RECONCILIATION OF CONSOLIDATED BALANCE SHEETS FOR M ARCH 31, 2006

Assets

CURRENT ASSET¢

Cash and cash equivalents

Short-term investments

Subtotal cash and cash equivalents & ST investments

Accounts receivab—net

Note Receivable

Prepaid expenses

Employee loans and advanc

Income taxes receivab

Other current assets

Current assets of discontinued operations

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

Liabilities and stockholders’ equity

CURRENT LIABILITIES

Accounts payabl

Accounts payable—related party

Accrued expenses

Contract management payab

Deferred revenue

Income taxes payable

Line of credit

Tax contingencie

Deferred tax liabilities

Accrual for unused office space

Accrual for contingent consideration related tolasiions

Capital lease obligations and other s-term debr

Current liabilities of discontinued operations

Total current liabilities

LONG-TERM LIABILITIES

Capital Lease obligations and d—net of current portiol

Accrual for unused office space—net of currentipart

Other long-term liabilities

Long term liabilities of discontinued operatic

Total long-term liabilities
Total liabilities

Common stock

Additional paid-in capital

Deferred compensatic

Accumulated deficit

Accumulated other comprehensive income (loss)

STOCKHOLDERS' EQUITY
Total liabilities and stockholders’ equity

(in millions)

Adjustment for

As Restated for

Adjustment for

International
Discontinued Discontinued Stock Based
As Reported Operations Operations Expenses As Restated
$ 10.0 $ (2.9) $ 71 $ — $ 71
10.0 (2.9) 7.1 — 7.1
107.0 (8.7) 98.3 — 98.3
17.5 — 17.5 — 17.5
2.9 (0.2) 2.7 — 2.7
0.4 (0.1) 0.3 = 0.3
— 0.4 0.4 — 0.4
6.1 (1.6) 45 — 4.5
0.7 14.0 14.7 — 14.7
144.6 0.9 145.5 — 145.5
14.8 (1.6) 13.2 — 13.2
119.9 — 119.9 — 119.9
7.0 — 7.0 — 7.0
13.2 0.2 13.4 — 13.4
21 2.1 — 2.1
0.9 — 0.9 — 0.9
— 1.6 1.6 — 1.6
$ 302.5 $ 11 $ 303.€ $ — $ 303.€
$ 19.2 $ (1.2) $ 18.0 $ — $ 18.0
0.8 — 0.8 — 0.8
29.7 (4.2) 255 0.6 26.1
4.0 (0.1) 3.9 — 3.9
1.8 (1.8) — — —
7.0 — 7.0 — 7.0
1.7 — 1.7 — 1.7
0.4 (0.4) — — —
0.4 — 0.4 — 0.4
1.1 1.1 — 1.1
0.3 — 0.3 — 0.3
1.2 8.8 10.0 — 10.0
67.6 1.1 68.7 0.6 69.3
0.4 — 0.4 — 0.4
1.1 — 1.1 — 1.1
1.2 — 1.2 — 1.2
0.2 — 0.2 — 0.2
2.9 — 2.9 — 2.9
70.5 11 71.6 0.6 72.2
326.3 — 326.3 54.3 380.6
— — — 0.0 0.0
(92.5) — (92.5) (54.9) (147.4)
(1.8) = (1.8) = (1.8)
232.0 — 232.0 (0.6) 231.4
$ 302.5 $ 11 $303.€ $ (0.0 $ 303.€
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RECONCILIATION OF CONSOLIDATED BALANCE SHEETS FOR J UNE 30, 2006
(in millions)

Adjustment for
As Restated for  Adjustment for

International
Discontinued Discontinued Stock Based
As Reported Operations Operations Expenses As Restated
Assets
CURRENT ASSETS
Cash and cash equivalents $ 116 $ (2.3) $ 93 $ — $ 93
Accounts receivab—net 104.4 (8.7) 95.7 — 95.7
Note receivable 14.6 — 14.6 — 14.6
Income taxes receivable — 0.3 0.3 — 0.3
Prepaid expense 3.2 (0.4) 2.8 — 2.8
Employee loans and advanc 0.3 (0.1) 0.2 — 0.2
Other current assets 6.4 (2.9) 45 — 4.5
Current assets of discontinued operations 0.7 14.0 14.7 — 14.7
Total current asse 141.2 0.9 142.1 — 142.1
Property and equipment, net 155 (1.5) 14.0 — 14.0
Goodwill 119.9 — 119.9 — 119.9
Other intangibles, net 6.5 — 6.5 — 6.5
Deferred tax asse 12.9 0.6 135 — 135
Investments in unconsolidated affiliates 2.1 — 2.1 — 2.1
Other assets 1.0 — 1.0 — 1.0
Non current assets of discontinued operat — 1. 15 — 15
Total assets $299.1 $ 15 $ 300.€ $ — $ 300.6
Liabilities and stockholders’ equity
CURRENT LIABILITIES
Accounts payable $ 19.7 $ (1.3) $ 184 $ — $ 184
Accounts payable—related party 1.0 — 1.0 — 1.0
Accrued expenses 25.6 (4.1) 215 0.6 22.1
Contract management payah — — — —
Deferred revenue 4.2 (0.6) 3.6 — 3.6
Income taxes payable 21 (2.1) — — —
Line of credit 8.0 — 8.0 — 8.0
Tax contingencie 1.7 — 17 — 17
Accrual for unused office space 0.4 — 0.4 — 0.4
Accrual for contingent consideration related towsiions 0.1 — 0.1 — 0.1
Capital lease obligations and other short-term debt 0.3 — 0.3 — 0.3
Current liabilities of discontinued operatic 0.9 9.6 10.5 — 10.5
Total current liabilities 64.0 15 65.5 0.6 66.1
LONG-TERM LIABILITIES
Capital Lease obligations and debt—net of curremtipn 0.3 — 0.3 — 0.3
Accrual for unused office spe—net of current portio 1.0 — 1.0 — 1.0
Other long-term liabilities 1.3 — 13 — 13
Long term liabilities of discontinued operations 0.2 — 0.2 — 0.2
Total long-term liabilities 2.8 — 2.8 — 2.8
Total liabilities 66.8 1.5 68.3 0.6 68.9
Common stock — — — — —
Additional paid-in capital 327.1 — 327.1 54.3 381.4
Deferred compensation — — — 0.0 0.0
Accumulated defici (93.1) — (93.1) (54.9) (148.0)
Accumulated other comprehensive loss @7 — (1.7) — (€9))
STOCKHOLDERS' EQUITY 232.3 — 232.3 (0.6) 231.7
Total liabilities and stockholders’ equity $299.1 $ 15 $ 300.€ $ (0.0 $ 300.€
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RECONCILIATION OF CONSOLIDATED BALANCE SHEETS FOR S EPTEMBER 30, 2006

Assets
CURRENT ASSETS
Cash and cash equivalents
Accounts receivab—net
Note receivable
Prepaid expenses
Employee loans and advanc
Other current asse
Current assets of discontinued operations
Total current assets
Property and equipment, r
Goodwill
Other intangibles, net
Deferred tax assets
Investments in unconsolidated affiliai
Other assets
Non current assets of discontinued operat
Total assets

Liabilities and stockholders’ equity
CURRENT LIABILITIES
Accounts payabl
Accounts payable—related party
Accrued expenses
Contract management payables
Deferred revenu
Income taxes payable
Line of credit
Tax contingencies
Accrual for unused office spa
Accrual for contingent consideration related towsigions
Capital lease obligations and other short-term debt
Current liabilities of discontinued operations
Total current liabilities
LONG-TERM LIABILITIES
Capital Lease obligations and debt—net of curremtipn
Accrual for unused office space—net of currentipart
Other lon¢-term liabilities
Long term liabilities of discontinued operations
Total long-term liabilities
Total liabilities
MINORITY INTEREST
Common stock
Additional paid-in capital
Deferred compensation
Accumulated defici
Accumulated other comprehensive loss
STOCKHOLDERS'’ EQUITY
Total liabilities and stockholders’ equity

(in millions)

Adjustment for

As Restated for

Adjustment for

International
Discontinued Discontinued Stock Based
As Reported Operations Operations Expenses As Restated
$ 129 $ (3.8) $ 91 $ — $ 91
107.8 6.7) 101.1 — 101.1
9.6 — 9.6 — 9.6
3.0 (0.2) 2.8 — 2.8
0.3 0.2) 0.1 — 0.1
7.8 (1.9) 5.9 — 5.9
0.6 135 14.1 — 14.1
142.0 0.7 142.7 — 142.7
16.1 (1.5) 14.6 = 14.6
119.9 — 119.9 — 119.9
6.1 — 6.1 — 6.1
12.9 0.6 135 — 135
21 — 21 — 21
0.8 — 0.8 — 0.8
— 1.5 1.5 — 1.5
$299.¢ $ 13 $ 301.2 $ — $ 301.2
$ 188 $ (1.7) $ 171 $ — $ 171
28.8 4.3) 245 0.6 25.1
4.0 (0.4) 3.6 = 3.6
25 (2.4) 0.1 — 0.1
8.0 — 8.0 — 8.0
1.7 — 1.7 — 1.7
0.3 — 0.3 — 0.3
0.1 — 0.1 — 0.1
0.3 — 0.3 — 0.3
0.5 10.1 10.6 — 10.6
65.0 1.3 66.3 0.6 66.9
0.2 — 0.2 — 0.2
1.0 — 1.0 — 1.0
1.2 — 1.2 — 1.2
0.2 — 0.2 — 0.2
2.6 — 2.6 — 2.6
67.6 1.3 68.9 0. 69.5
327.8 — 327.8 54.3 382.1
— — — 0.0 0.0
(94.0) — (94.0) (54.9) (148.9)
(1.5) — (1.5) — (1.5)
232.3 — 232.3 (0.6) 231.7
$299.¢ $ 13 $ 301.2 $ (0.0 $ 301.2
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Quarterly Results in 2006

The Company’s revenues in the fourth quarter waghdn than the first three quarters because ofMRE acquisition, which occurred
early in the fourth quarter. The Company’s fourttader losses were significantly greater than itts¢ three quarters due to the impairment of
goodwill of $18.3 million in our ENS business, artelerated vesting of stock options which resuilteal total charge of $9.5 million, a
write—of off assets related to discontinued operetiof $5.2 million and restructuring and othereagspairment charges of $3.5 million.

Note 19. Subsequent Events
a. Former Stock Option Administrator

On May 3, 2007, the Company announced that it Hésdaa lawsuit against a former employee, Vend2omlan, who previously served
as its stock option administrator and left the Camypin mid-2004, and his spouse. The lawsuit seekscover damages resulting from the
theft by Donlan of WFI stock options and commorcktealued in excess of $6.3 million. The theftsjahhappear to have taken place during
2002 and 2003, were discovered through the Companyiew of its past practices related to the gngraind pricing of employee stock
options with the assistance of its outside couasdlforensic computer consultants. The complast alleges that Donlan attempted to cover
up the scheme by, among other things, deletingesntom the Company’s records. WFI had prompthoréed this discovery to the SEC in
March 2007 when the theift was discovered. The 8&@Gmenced an enforcement action against Donlanthend.S. Attorney’s Office
forwarded a grand jury subpoena to the companyisge&cords related to Donlan and our historicalaspgranting practices. The SEC filed
a federal lawsuit and obtained a temporary restrgiarder and asset freeze against Donlan ancbisse. The U.S. Attorney’s Office
indicted Donlan for the theft and he plead guithythe federal criminal charges. The Company hapa@bed with, and intends to continue to
cooperate with both the SEC and the U.S. Attorn&ffice on this matter and otherwise.

b. Amendments with KeyBank

As of March 30, 2007 the Company was in techniedadlt of the covenants within its credit agreemeitih Key Bank as the Company
had not yet filed its 10 K and 2006 audited finaigiOn April 6, 2007 the Company entered into merdment to the credit agreement
whereby Key Bank waived this technical default anovided an extension through April 30, 2007 ftin§ its 10 K and 2006 audited
financial statements. On June 1, 2007, the Compatsred into a second amendment to the credit mgretewhereby Key Bank extended the
original waiver for filing its 10 K and 2006 auditénancial statements and the quarterly unauditethcial statements for the fiscal quarters
ended March 31, 2007 and June 30, 2007 througte®detr 30, 2007 and reduced the total Facility f&&% million to $50 million to reflect
the net pay downs of the revolving line of credfi@cting the divestiture of its EMEA business imidh 2007 and the divesture of its
domestic Engineering business. In addition, theseé@amendment provides for the further reductiothefCompany’s credit facility to $35
million effective upon receipt of principal paymeninder the note received from the buyer of theadtim engineering business, which
occurred on July 3, 2007.

c. Sale of EMEA/Brazil

On March 9, 2007, the Company announced that isigated a definitive agreement with LCC Internadilotio sell WFI's entire Europe,
Middle East and Africa (EMEA) business in a cashsfiock transaction valued at $4 million. The sHlEMEA generated a gain of $3.3
million which was recorded in the first quarter2@f07.
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On April 20, 2007, the Company entered into an BgRurchase Agreement to sell all of the issuedanstanding equity interests of its
wholly owned subsidiary WFI de Brasil Techologia &slecomunicaciones LTDA, a company limited by slssformed under the laws of the
Brazil (* WFI Brazil”), to Strategic Project Services, LLC, a Louisidingited liability company (“SPS’). Pursuant to the Purchase
Agreement, WFI received the following consideration

* SPS assumed substantially all outstanding liaéditf WFI Brazil;
* Nominal cash consideration on signing of the Puseh®greement;

* Following the sale of WFI Brazil to SPS, WFI isidetl to receive 25% of the Net Receivables of BFdzil until such time as the
gross account receivables set forth in the finde@BWFI Brazil at Closing are fully paid (theEarn Out”). SPS shall pay the Earn
Out portion of the Net Receivables to WFI withind&ys of SPS’ collection of such amount; and

 If the Working Capital left in WFI Brazil at Cloginis less than $1,200,000; then SPS shall be exshtitl apply such payments due
WFI from an Earn Out amounts to the Working Captadount, until it equals $1,200,000. ThereaftechsEarn Out amounts shall be
paid to WFI into such accounts or to such entéigslirected in writing by WFI.

d. Sale of Domestic Engineering Business

On May 29, 2007, the Company entered into an ABsathase Agreement (theédtquisition Agreemeri) with LCC International, Inc.
(“* LCC™) pursuant to which the Company agreed to sell@€ all of the assets used in the conduct of treratpon of the Company’s
Wireless Network Services business segment thatdes engineering services to the non—governmermgl@gs communications industry in
the United States on the terms set forth in theudsition Agreement , subject to the satisfactiomeftain closing conditions. The Board of
Directors of each of the Company and LCC approteditcquisition and the Acquisition Agreement.

The aggregate consideration to be paid by LCC imneotion with the Acquisition is $46,000,000, sgbj® certain adjustments.
Pursuant to the terms of the Acquisition Agreeme@C delivered a subordinated promissory notetergrincipal amount of $21.6 million
(the “Subordinated Promissory Notg subject to working capital adjustments, andd@ggl7 million in cash and at the closing, and the
Company has retained an estimated $7 million iranebunts receivable of the Business, subject t&ing capital adjustments. The
transaction was completed on June 4, 2007.

On July 5, 2007, the Company announced that isleédithe $21.6 million subordinated promissory rinta transaction arranged by
KeyBanc Capital Markets (“KeyBanc”). The Compangaied approximately $19.6 million in net cash mexds, reflecting a discount from
par value of less than five percent and aggregatesaction fees of approximately $1 million, whiobludes a $0.75 million fee to KeyBanc,
an affiliate of the Company’s lender. The note weguired by a fund affiliated with Silver Point Gap L.P. (“Silver Point’). Certain post
closing adjustments that, under the terms of tlkeeafahe U.S. Wireless Engineering business. Tom@any is not providing any guaranty
LCC's payment obligations Certain post closing atiiients that, under the terms of the sale of ti$e Wireless Engineering business ere
expected to be made to the principal amount o\thie, may instead be made by payments between WHHLAC International, or between
Silver Point and WFI, as applicable.

On August 10, 2007, in accordance with the term&@fAgreement, the Company provided the closingrice sheet working capital
calculation, which indicated a $2.6 million workingpital adjustment was is due to WFI as an ineréashe balance of the Subordinated
Promissory Note. LCC has until September 10, 200@¥iew the calculation and notify the Companwoy dispute.
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As a result of the divestitures of the U.S. Wirsl&ngineering and U.S. Wireless Deployment buseéssgshe Company expects to record
a loss of approximately $8 to $10 million in thesed and third quarters of 2007.

e. Sale of Deployment Business

On July 9, 2007, the Company entered into a defsnsigreement with an affiliate of Platinum Equitysell WFI's Wireless Deployment
business. Platinum is a Los Angeles based privigyefirm whose portfolio includes service andtdisution businesses in a number of
market sectors.

The total consideration for the acquisition is $@i#lion including $18 million in cash at closingjlgject to typical post closing working
capital adjustments, and an aggregate $6 milliantlree—year earnedt arrangement through 2010. The deal includesasltion Service
Agreement for the transition of certain servicasd@eriod of six months. The assets sold to RiatiiEquity include all of WFI's Wireless
Deployment business, and the Wireless Facilitiesed he transaction closed on July 24, 2007.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIA L STATEMENTS

The following unaudited pro forma condensed consitéid balance sheet as of December 31, 2006 aedhstat of operations for each
of the years ended December 31, 2006, 2005 and gi@84ffect to the Company’s completion of thecdigtinuance of all and sale of
substantially all of its engineering business dreddale of its domestic deployment business asidedabove. For purposes of the unaudited
pro forma condensed consolidated balance sheetssteme that these transactions and the appliaaititie net proceeds occurred as of
December 31, 2006. For the unaudited pro formaeasel consolidated statement of operations foaftrementioned periods, we assume
that the discontinuance and sales of the businessesred on January 1, 2004.

We derived the unaudited pro forma condensed cmiaet financial statements from the historicaafinial statements of the Company.
The pro forma adjustments are based upon curramdijable information and certain assumptions Webelieve are reasonable as of the
of this filing. However, actual adjustments mayfelifmaterially from the information presented. Theaudited pro forma financial
information is for informational purposes only ahaks not purport to present what our results waatdally have been had these transactions
actually occurred on the dates presented or t@projur results of operations or financial positionany future period. Assumptions
underlying the pro forma adjustments are describélde accompanying notes, which should be reamjunction with the unaudited pro
forma condensed consolidated financial statemémesddition, the following information should beackin conjunction with the Company’s
consolidated financial statements and the acconmipgmpotes and related “Management’s Discussionfamalysis of Financial Condition and
Results of Operations” section included in this 10filing.
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WIRELESS FACILITIES, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
As of December 31, 2006

Assets
Current asset:
Cash and cash equivalel
Restricted cas
Accounts receivable, n
Income taxes receivab
Prepaid expenses and other current a:
Current assets of discontinued operations
Total Current Assets

Property and equipment, net

Goodwill and other intangibles, n

Deferred tax asse

Other asset

Non current assets of discontinued operat
Total Assets

Liabilities and Stockholders’ Equity
Current Liabilities:

Accounts payabl

Accrued expense

Line of credit

Billings in excess of costs on completed contr

Income taxes payab
Deferred tax liabilitie:
Tax contingencie

Capital lease obligations and other s-term debt

Current liabilities of discontinued operations

Total Current Liabilities

Capital lease obligations and debt, net of curpention

Other liabilities

Other long term liabilities of discontinued opecats

Total Liabilities
Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

See Note to Unaudited Pro Forma Condensed Consalididnancial Statements

($ millions)
Pro Forma Adjustments
Wireless Wireless
Historical Engineering Deployment Pro Forma
(A) (B)

$ 54 $421C) $ 16.2(D) $ 63.7
1.0 — — 1.0
115.7 (15.0) (41.9) 58.8
1.8 — — 1.9
8.1 (0.2) (2.1) 5.8
8.0 — — 8.0
140.C 26.9 (27.8) 139.2
13.9 (2.0) (5.7) 6.2
168.€ (17.9) (7.6) 143.%
6.2 — — 6.2
4.0 — — 4.0
3.0 — — 3.0
$335.¢ $ 7.0 $(41.1) $301.¢
$ 268 $ (0.9 $ (9.3) $ 16.7
37.6 (5.3) (11.3) 21.C
51.0 — — 51.C
7.3 (0.9) (2.4) 4.0
0.1 9.2(E) — 9.3
7.6 — — 7.6
1.7 — — 1.7
0.4 — — 0.4
11.3 — — 11.3
143.€ 2.1 (23.0) 123.C
0.0 — — 0.0
4.7 — — 4.7
0.2 — — 0.2
146.7 2.1 (23.0 125.¢
199.€ 4.9 18.1) 186.5
$335.¢ $ 7.0 $(41.1 $301.¢
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WIRELESS FACILITIES, INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMEN T OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2006
(% in millions except per share data)

Revenue:!
Cost of Revenues
Gross Profit

Selling, general and administrative exper
Impairment and restructuring charges

Operating loss
Other income, net

Loss from continuing operations before income taxes

Provision for income taxes

Loss from continuing operations
Basic and diluted loss per share from continuingrafions

Pro Forma Adjustments

Wireless Wireless
Historical Engineering Deployment Pro Forma
(M) (B)

$327.¢  $(68.0) $(106.€) $153.2
274.5 (54.4) (95.6) 124.:
53.5 (13.6) (11.0) 28.¢
63.1 (13.0) (11.4) 38.7
21.8 — — 21.8
(31.4) (0.6) 0.4 (31.6)
(0.8) — — (0.8)
(32.2) (0.6) 0.4 (32.4)
14.5 (0.6)(G) (0.1)(F) 13.8
$(46.7) $ (0.0) $ 05 $ (46.2)
$ (0.64) $ (0.63)

See Note to Unaudited Pro Forma Condensed Consalidfinancial Statements.
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WIRELESS FACILITIES, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMEN T OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2005
(% in millions except per share data)

Pro Forma Adjustments

as Wireless Wireless
Restated Engineering Deployment Pro Forma
A (B)

Revenue: $337.7 $(76.1) $(109.5) $152.1

Cost of Revenues 261.4 (57.6) (88.3) 115.5

Gross Profit 76.3 (18.5) (21.2) 36.6

Selling, general and administrative expenses 59.4 (13.7) (12.3) 334

Operating income 16.9 (4.8) (8.9 3.2

Other expense, net 0.3 — — 0.3
Income from continuing operations before income

taxes 17.2 (4.8) (8.9) 3.5

Provision for income taxes 5.9 (2.3)(G) (3.7)(F) (0.1)

Income (loss) from continuing operations 11.3 (2.5 (5.2 3.6

Basic income per share from continuing operations $ 0.15 $ 0.05

Diluted income per share from continuing operati $ 0.15 $ 0.05

See Note to Unaudited Pro Forma Condensed Consalidiinancial Statements.
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WIRELESS FACILITIES, INC.
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMEN T OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2004
(% in millions except per share data)

Pro Forma Adjustments

as Wireless Wireless
Restated Engineering Deployment Pro Forma
(A (B)
Revenue: $296.2  $(79.0 $(100.9) $116.€
Cost of Revenues 226.€ (50.8) (88.1) 87.9
Gross Profit 69.4 (28.2) (12.2) 29.C
Selling, general and administrative exper 49.9 (9.2 (11.8) 28.9
Contingent acquisition consideration and restateriess 13.9 — — 13.9
Operating income (loss) 5.6 (19.0) (0.4 (13.8)
Other income, ne 0.1 0.1
Impairment of investment in unconsolidated afféiatnd
other expenses, n (2.9) — — (2.9)
Total other expense (2.8) 0.0 0.0 (2.9)
Income (loss) from continuing operations before ineme
taxes 2.8 (19.0) (0.9) (16.6)
Provision (benefit) for income taxes (0.6) (7.6)(G) (0.2)(F) (8.4)
Income (loss) from continuing operations 3.4 (11.4) (0.2) (8.2
Basic income (loss) per share from continuing oji@ma $ 0.05 $(0.11)
Diluted income (loss) per share from continuingragiens  $ 0.0% $(0.12)

See Note to Unaudited Pro Forma Condensed Consalidiinancial Statements.
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Note 1. Pro Forma Adjustments and Assumptions

Pro Forma Balance Sheet and Statements of Opegation

Calculation of gain/(loss) on sale (in millions) Engineering Deployment
Purchase price $46.0 $ 18.0
Less: Direct transaction cos (2.8) (1.8)
Less: Discount on note receival 1. —
Proceeds net of direct transaction ct 421 16.2
Less: Net assets/(liabilities) sc 27.4 34.3
Gain/(Loss) on sale before income ta 14.7 (18.1)
Less: Income tax (provision)/benefit (7.2)(E) —(F)
Net gain/(loss) on sa $ 75 $(18.1)

(A) Adjustment to eliminate the balances related tcetihgineering business from Wireless Facilities, $nlaistorical consolidated financial
statements.

(B) Adjustment to eliminate the balances related tadibraestic deployment business from Wireless Faslitnc.’s historical consolidated
financial statements.

(C) Adjustment to record the cash proceeds received fr6C, the sale of the LCC note to Silver Point #malcollection of the net retained
working capital less transaction costs as of Deaari3h, 2006.

(D) Adjustment to record the cash proceeds received Rtatinum Equity less transaction costs as of ez 31, 2006.

(E) Calculated tax effect of gain from the sale oféhgineering business based upon the domesticteo89.1% (35% federal rate plus
4.1% state rate).

(F) No tax benefit was applied to the loss due to tlesgnce of a valuation allowance as of Decembe2®15.

(G) The taxes for the engineering and deployment baseware calculated at the United States andcstateined tax rate of 39% for 2004
through 2006.
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Exhibit 2.5
AGREEMENT

This Agreement {Agreement” ), dated as of March 9, 2007, is by and betwe@@ Wireless Engineering Services Limited a
company limited by shares formed under the lanth@fUnited Kingdom {Buyer” ) andWireless Facilities, Inc., a Delaware corporation
(“Seller” ).

WITNESSETH:

WHEREAS, Seller owns directly or indirectly, all thfe issued and outstanding equity interests (tguity Interests ") of (i)
Wireless Facilities International, Ltd., a compdinyited by shares formed under the laws of the &hKingdom (‘WFIL” ), (ii) WFI France
SARL, a French corporatiort'\WFI France” ), (iii) Wireless Facilities International Germa®ymbH, a German corporatiorf\W/FI
Germany” ), (iv) Wireless Facilities Telekomunikasyon Serisiited, a Turkish corporation“WFI Turkey” ), (v) WFI Scandinavia AB, a
Swedish corporation WFI Sweden),and (vi) Questus Limited, a company limited by sisgiormed under the laws of the United Kingdom (°
Questus,” and, together with WFIL, WFI France, WFI GermakliyFl Turkey and WFI Sweden, theltansferred Subsidiaries”);

WHEREAS, the activities of the Transferred Subsidmconstitute all of Seller's wireless networkwges business in the regions of
Europe, the Middle East and Africa;

WHEREAS, the Transferred Subsidiaries are indetde®kller for intercompany loans having an aggregaincipal amount and
accrued interest of approximately Twelve Million@®Hundred Ninety Thousand Seven Hundred Thirty Sélr@ted States Dollars
(US$12,190,737) less the amount of the debt retbasd discharged by the Deed of Release (as defigein) as set forth in more detail on
Schedule Aattached hereto (thelfitercompany Debt”);

WHEREAS, Seller desires to sell the Transferredsilidries and to assign approximately Three Millidmited States Dollars
(US$3,000,000) of the Intercompany Debt (th&ssigned Intercompany Debt,” and the balance of the Intercompany Debt thabis
Assigned Intercompany Debt is hereinafter sometiragsred to as thtNon-Assigned Intercompany Debt”) to Buyer, and Buyer desires
purchase the Transferred Subsidiaries and the Aadithtercompany Debt from Seller, upon the terntssubject to the conditions
hereinafter set forth;

WHEREAS, the Board of Directors of Buyer and theaRbof Directors of Seller have each determinettti@sale of the
Transferred Subsidiaries and the assignment oAdisggned Intercompany Debt to Buyer are in the lmstests of their respective
equityholders and have agreed to effect the traiesecprovided for herein upon the terms and caonlit of this Agreement.

NOW, THEREFORE, the parties hereto agree as follows




ARTICLE 1
DEFINITIONS
The following terms as used herein have the follmaneanings:

“Affiliate” means, with respect to any Person, any other Pélisectly or indirectly controlling, controlled bpr under common
control with such Person; providetiowever, that no Transferred Subsidiary shall be consitlareAffiliate of Seller.

“ Business Day means any day except Saturday, Sunday or anyatayghich banks are generally not open for busiiretise City
of San Diego, CA.

“Buyer Ancillary Documents” means any certificate, agreement, document or ateument, other than this Agreement, required
to be executed under this Agreement, to be exeartddielivered by Buyer or any of its Affiliatesdonnection with the transactions
contemplated by this Agreement.

“Code” means the United States Internal Revenue Code8#, Hs amended.

“ Deed of Releasefneans the Deed of Release, dated March 8, 200¥ebprtSeller and WFIL pursuant to which Seller ledsased
and discharged WFIL from a certain portion of thieei-Company Loans (as such term is defined in ledd of Release).

“EMEA Excess Cash”means all cash and cash equivalents held in accownrted by any of the Transferred Subsidiaries #seo
business day immediately preceding the Closing DedeTwo Hundred Fifty Thousand United States Dolla25¢5000).

“ Employee Benefit Plan’ means with respect to any Person: (a) each flewd, program, agreement, arrangement or scheme,
including each plan, fund, program, agreementngement or scheme maintained or required to betaia@d under the Laws of a
jurisdiction outside the United States of Americegach case, that is at any time sponsored ortaia@d or required to be sponsore(
maintained by such Person or to which such Persdesor has made, or has or has had an obligatimake, contributions providing for
employee benefits or for the remuneration, diredhdirect, of the employees, former employeesdurs, officers, consultants, independent
contractors, contingent workers or leased emplogéssach Person or the dependents of any of thdmetfver written or oral), including each
deferred compensation, bonus, incentive compemsgignsion, retirement, stock purchase, stock og@ia other equity compensation plan,
“welfare” plan (within the meaning of Section 3@)ERISA, determined without regard to whether spiam is subject to ERISA); (b) each
“pension” plan (within the meaning of Section 3¢2)ERISA, determined without regard to whether spiamn is subject to ERISA); (c) each
severance, health, vacation, summer hours, supptamsemployment, hospitalization insurance, madind dental benefit plan, program,
agreement or arrangement; and (d) each other eemlognefit plan, fund, program , agreement or genarent.

“ ERISA " means the United States Employee Retirement liec8acurity Act of 1974, as amended, and the ruidgegulations
promulgated thereunder.




“GAAP” means United States generally accepted accountinges.

“ Governmental Entity ” means any federal, state or local or foreign goresnt or any court, administrative or regulatoygmcy or
commission or other governmental authority or agedomestic or foreign.

“ Holdback Amount " means Seven Hundred Thousand United States BllE#8$700,000.00) .

“ Intellectual Property Rights " means all of the following in any country: (a) mlsued patents and pending patent applications
(including without limitation utility models, desigpatents, certificates of invention and appliaaifor certificates of invention and priority
rights), including all provisional applications,bstitutions, continuations, continuations-in-pditisions, renewals, reissues, re-examinations
and extensions thereof; (b) all trade secret righngprietary processes, formulae and other know-tights (whether at Law, in equity or
otherwise); (c) all copyrights (whether registeaeahot), applications therefore, moral rights attteo rights associated with original works of
authorship (whether by statute, common Law or etfes); (d) all trademarks (whether registered djj,reervice marks (whether registerec
not), tradenames, brand names, trade dress, sldggos, Internet domain names, applications fgrafrthe foregoing, and all goodwiill
associated with any of the foregoing; (e) Softwammputer systems, content and databases (incl@R&OMs); and (f) the right (whether
at Law, in equity by contract or otherwise) to os@therwise exploit any of the foregoing.

“ Knowledge” of Seller means the actual knowledge, after reabte inquiry, of Eric DeMarco, Deanna Lund, Jafd&ards,
Laura Siegel, Igor Leprince, Charlie Kjessler anthéla Chow.

“ Law " or “ Laws " means any federal, state, local, municipal, fgmedr other law, statute, legislation, constitutiprinciple of
common law, resolution, ordinance, code, ordeGtedecree, proclamation, treaty, convention, médgulation, permit, ruling, directive,
pronouncement, requirement (licensing or otherwisggcification, determination, decision, opinionjnterpretation that is, has been or may
in the future be issued, enacted, adopted, paappdyved, issued, published, promulgated, maddemgnted or otherwise put into effect by
or under the authority of any Governmental Entity.

“ Liability " means, with respect to any Person, any liabditpbligation of such Person of any kind, charaotedescription,
whether known or unknown, absolute or contingetttrized or unaccrued, liquidated or unliquidatedused or unsecured, joint or several,
due or to become due, vested or unvested, executetgrmined, determinable or otherwise and whethaot the same is required to be
accrued on the financial statements of such Person.

“Lien” means, with respect to any property or asset, amygage, lien, pledge, charge, security intereginmumbrance of any
nature whatsoever in respect of such property sgtas

“Material Adverse Effect” means any event, change, violation, inaccuracgugistance, occurrence, state of facts or effettihs
a material adverse effect on (a) the businesstsaa@seluding intangible assets), Liabilities, peotes, financial condition or results of
operations of the Transferred Subsidiaries, talsem\&hole, or (b) Seller’s or the Transferred




Subsidiaries’ ability to timely consummate the sactions contemplated by this Agreement, providealvever, in determining whether a
material adverse effect has occurred or existsethlieall be excluded any effect, condition, evelngnge or occurrence impacting the
Transferred Subsidiaries to the extent causedijgny change in condition in (or affecting) thelirstry, national or local economy or
financial markets in any country in which the Tri@nsed Subsidiaries has material operations osgale long as the Transferred Subsidiaries
are not disproportionately affected thereby);ttig taking of any action by Buyer or any actionrappd or consented to by Buyer; (iii) any
act of terrorism or war, or any armed hostiliti@sywhere in the world and any natural or man-masistker; (iv) any disruption of a material
contractor, customer, supplier or other similaatienships or other events or circumstances regultom or attributable to the execution or
announcement of this Agreement or the pendendyeofransactions contemplated hereby; (v) any megferred to in the Seller Disclosure
Schedule; (vi) any material changes in accountiumiirements or principles or any material changegpplicable laws or interpretations
thereof; and (vii) any failure by the TransferratbSidiaries to meet any internal or other estimatesdictions, projections or forecasts of
revenue, net income or other measure of finaneaegbpmance; provided that the exception in thisiséa(vii) shall not apply to the facts and
circumstances underlying any such failure to therbsuch facts and circumstances are not otheexisleded pursuant to the preceding
clauses (i) through (vi).

“Person” means an individual, corporation, partnership, tiahiliability company, association, trust or otkatity or organization,
including a Governmental Entity.

“ Permits” means all licenses, permits, franchises, appm\althorizations, certificates, registrations,seons or orders of, or
filings with, any Governmental Entity used or h&dd use in the Transferred Subsidiaries’ respediiveinesses and all other rights and
privileges granted by a Governmental Entity neagsseallow the Transferred Subsidiaries to engagéeir respective businesses without
any violation of law.

“ Permitted Liens” shall mean (a) Liens for Taxes which are not tHehnquent or are being contested in good faitlafgropriate
proceedings and with respect to which adequatevesé accordance with GAAP are reflected on theks of the Transferred Subsidiaries;
(b) pledges or deposits of money securing statubligations of any Transferred Subsidiary underkaen’s compensation, unemployment
insurance, social security or public liability laassimilar legislation (excluding Liens under ERIS(c) pledges or deposits of money
securing bids, tenders, contracts (other than aotstifor the payment of money) or leases to whighTaansferred Subsidiary is a party as
lessee made in the ordinary course of busines@d¢tpate and unperfected workers’, mechanics’'deesi or similar Liens arising in the
ordinary course of business; (e) carriers’, warskowen’s, suppliers’ or other similar possessorps.igrising in the ordinary course of
business so long as such Liens attach only to tovgn(f) deposits securing, or in lieu of, suredppeal or customs bonds in proceedings to
which any Transferred Subsidiary is a party; andai¢h respect to any Intellectual Property Rigla$ Liens (other than Liens evidencing or
securing financial obligations) of any kind evideddyy the documents or other instruments purswanhich Seller or its Subsidiaries
acquired such Intellectual Property Right, providealvever, that no such Lien or Liens, individuallyin the aggregate, is reasonably
expected to have a Material Adversely Effect onTtrensferred Subsidiaries’




assets taken as a whole or to materially impaiTtamsferred Subsidiaries’ ability to use such &sse
“ Purchase Price” means Four Million United States Dollars (US$4@D0), as adjusted pursuant to Section 6.7

“ Seller Ancillary Documents” means any certificate, agreement, document arattstrument, other than this Agreement, required
under this Agreement to be executed and deliveyeBelier or any of its Affiliates in connection Withe transactions contemplated by this
Agreement.

“ Software” means all computer software programs, togethér amy error corrections, updates, modificatiomgrhancements
thereto, in both machine-readable form and humadaiele form, including all comments and any procaldtode.

“ Subsidiary " of a specified entity means any entity of whible specified entity (either alone or through orethgr with any other
subsidiary) owns, directly or indirectly, securstier other ownership interests having ordinaryngpower to elect a majority of the board of
directors or other persons performing similar fimts of such other entity .

“ Tax " and “Taxes” include (i) all federal, state, local and foreigiwome, alternative or add-on minimum income, gafranchise,
business license, gross receipts, excise, reabpsgmersonal property, property transfer, sales, employment, license, payroll, services, ad
valorem, documentary, stamp, environmental, wittimg), occupation, social security, recording, vaddeled or transfer Taxes, governmental
charges, fees, customs duties, levies or assessiudrgther payable directly or by withholding), giilany estimated Tax, interest, fines,
penalties or additions to Tax with respect to anteueferred to in clause (i) hereof.

“ Taxing Authority ” means any Governmental Entity responsible foratiministration of Taxes.

“ Tax Returns” includes all reports, estimates, declarationesiimated Tax, information statements and retuchsadly filed, or
required to be filed, with a Governmental Entitycomnection with any Taxes, including informati@turns or reports with respect to backup
withholding and other payments to third parties.

ARTICLE 2
PURCHASE AND SALE

SECTION 2.1 Purchase and Sale of the Transferred SubsidiaAssignment of Assigned Intercompany Dépbn the terms
and subject to the conditions of this AgreementhatClosing (as defined in Section 2.2(ah consideration for the delivery of the
Purchase Price in accordance with the first seetef&ection 2.2(b) Seller hereby agrees to sell the TransferrediBialies and assign
the Assigned Intercompany Debt to Buyer, and Baggees to purchase the Transferred Subsidiariethanissigned Intercompany Debt
from Seller. Buyer and Seller hereby acknowledggagree that, subject to Sellereceipt of the portion of the Purchase Price rilesd in
the first sentence of Section 2.2€éd to the fullest




extent permitted by Law, as of the Closing DateB(iyer shall be deemed the beneficial and sulistaotvner of the Transferred
Subsidiaries, and assume full responsibility anerafonal control of the Transferred Subsidianesgywithstanding that legal title and the
registration of any equity interest of the TransfdrSubsidiaries in the name of Buyer may occusegbent to the Closing; (ii) Buyer shall
be entitled to receive through its beneficial oveidp of the Transferred Subsidiaries any and alebits relating to ownership of interests
in the Transferred Subsidiaries, and, except asraibe provided by this Agreement, shall assumebaniilly responsible for any and all
Liabilities relating to the Transferred Subsidiariand (iii) the Assigned Intercompany Debt shelbssigned to and thereafter be owing to
Buyer by the obligor(s) thereunder.

SECTION 2.2 Closing; Conditions to Closing; Deliverables; Alkmon.

(@) The closing (tH€losing” ) of the purchase and sale of the Equity Interaststhe Assigned Intercompany Debt
hereunder shall occur at the offices of Morrisofré&erster LLP, 12531 High Bluff Drive, Suite 100nJaiego, CA 92130, at 10:00 A.M., on
the later of March 9, 2007 or the third (3rd) Besis Day after the day on which all of the condgitmclosing set forth in Article dre
satisfied or waived, or at such other date, timplace as the parties may agree (ti@dsing Date”).

(b) On the Closing Date, Buyer shall delito Seller an amount equal to Three Million hkundred Thousand
United States Dollars (US$3,300,000). Buyer shaliveér to Seller such additional amounts underiSed.6at such time or times provided
therein.

(c) On the Closing Date: (i) Seller stdliver to Buyer certificates for the Equity Irgsts in WFIL and WFI France
duly endorsed or accompanied by stock powers cudpesed in blank, as applicable, with any requiradsfer stamps affixed; (ii) Seller st
take any other appropriate and necessary actiprotaptly and duly transfer the relevant Equity tetgs relating to the Transferred
Subsidiaries under applicable Laws, such that Boyéis designee shall appear in any official regias the record owner of such Equity
Interests; and (iii) Seller shall deliver to Buyerch instruments and documents as are necessgfifedbthe assignment of the Assigned
Intercompany Debt to Buyer.

(d) On the Closing Date, Seller shall ahdll cause the Transferred Subsidiaries to taeand all necessary and
appropriate action to transfer control of the Tfamed Subsidiaries to Buyer, including but notited to the resignation of any officers,
managers, partners, and directors of any of thasfeared Subsidiaries, as requested by Buyer.

(e) The Purchase Price shall be allocagefbllows: (i) US$999,990 to all of the outstamglstock in WFIL, (ii)
US$10 to all of the outstanding stock in WFI FraSéeRL, and (iii) the balance of the Purchase Ptactne principal amount of the Assigned
Intercompany Debt. Any reduction in the PurchaseeRpursuant to Section 6shall be first allocated the stock of WFIL to theeant of not
more than US$999,980, and then to the Assignedciotgpany Debt.




ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF SELLER

Except as set forth on Seller’s disclosure sche@lhie* Seller Disclosure Schedul®) attached to this Agreement, Seller represents
and warrants to Buyer as of the Closing Date that:

SECTION 3.1 Organization Each of Seller and the Transferred Subsidiaseiily formed, validly existing and in good
standing under the Laws of the jurisdiction ofdtganization and has all requisite power and aitthtw own, lease and operate its
properties and to carry on its business as nowgheanducted. Each of the Transferred Subsidiasigslly qualified or registered to
transact business under the Laws of each juristiéti which the failure to be so qualified woul@senably be expected to have a Mat¢
Adverse Effect on the Transferred Subsidiariesrniasea whole. No Transferred Subsidiary owns, three indirectly, any equity or
ownership interest of any kind in any businessitjgenture, or other Person. The copies of therozgéional documents of each
Transferred Subsidiary heretofore made availabRuger are true, complete and correct copies df sustruments as presently in effect.

SECTION 3.2 Authority. Seller has the right, power and capacity to eteeand deliver this Agreement and the Seller Aanjll
Documents and to perform its obligations under igseement and the Seller Ancillary Documents andansummate the transactions
contemplated hereby and thereby. The executiordalidery of this Agreement and the Seller Ancill@gcuments by Seller, the
performance by Seller of its obligations hereurated thereunder and the consummation of the transaqgirovided for herein and therein
have been duly and validly authorized. This Agreeinfias been, and each of the Seller Ancillary Daauswill be as of the Closing Da
duly executed and delivered by Seller and consstutr will constitute, as the case may be, thiglaald binding agreement of Seller,
enforceable against Seller in accordance witreitsi$, subject to applicable bankruptcy, insolveswtg other similar Laws affecting the
enforceability of creditors’ rights generally, gealeequitable principles and the discretion of ¢®im granting equitable remedies.

SECTION 3.3 Absence of Restrictions and Conflictthe execution, delivery and performance of thigeement and the Seller
Ancillary Documents, the consummation of the tratisas contemplated by this Agreement and the Sakeillary Documents, and the
fulfillment of and compliance with the terms andhddions of this Agreement and the Seller Ancill&rgcuments do not or will not (as the
case may be), with the passing of time or the giwahnotice or both, violate or conflict with, cditste a breach of or default under, result
in the loss of any benefit under, permit the agegien of any obligation under or create in anytypéne right to terminate, modify or
cancel, (a) any term or provision of the organadi documents of Seller or any Transferred Subsid(b) any Material Contract, (c) any
judgment, decree or order of any court or Goverrtaldintity by which Seller or any Transferred Sudleiy is bound or (d) any Law or
arbitration award applicable to Seller or any Tfanmed Subsidiary, except in any case under clafigesc) or (d) above, where the loss,
termination, breach, acceleration, modificatiortancellation would not reasonably be expected we laaMaterial Adverse Effect on the
Transferred Subsidiaries. The transactions




contemplated by this Agreement will not constitatehange of control or assignment requiring thesenhfrom a third party pursuant to
any Material Contract. No consent, approval, oateauthorization of, or registration, declaratiarfibng with, any Governmental Entity
required with respect to Seller or any of its Affies in connection with the execution, delivenperformance of this Agreement or the
Seller Ancillary Documents or the consummationhaf transactions contemplated hereby or therebgptXg) such reports under the
Securities Exchange Act of 1934, as amended (iimojuithe rules and regulations thereunder), as neagquired in connection with this
Agreement and the transactions contemplated byAiirisement, (y) any filings required under the suded regulations of the Nasdaq
Global Market, and (z) with respect to the actidascribed in clause (iii) of Section 5.1(d)lings by WFI UK, Ltd. with the
Commissioner of the Inland Revenue in accordante tve provisions of ICTA 1988 s765A (th&\V'FI Turkey Share Transfer Tax
Filing "), and except where the failure to obtain suchseon, approval, order, authorization or registratiothe failure to make such
declaration or filing would not reasonably be expddo have a Material Adverse Effect on the Tramstl Subsidiaries.

SECTION 3.4 Ownership of the Transferred Subsidiaries anddie Other Subsidiaries

(@) The identity of each Person that oamg outstanding Equity Interest in a Transferrads&liary and the number
of shares, or amount of such interest, owned bl R@rson is set forth on Schedule 3&ach such Person has good and marketable title to
such Equity Interests. There is no agreement, stalaiding, trust, or other collaborative arrangenoeninderstanding with any party other
than Seller that could reasonably be expectedwe haviaterial Adverse Effect on such Persomivnership of such Equity Interests. Excey
set forth in Schedule 3,4uch Equity Interests are owned free and cleafl dfiens. Upon the delivery by Seller of the derates
representing the Equity Interests in WFIL and WHrfee in the manner contemplated in this Agreenianter will acquire the beneficial a
legal, valid and indefeasible title to such Equitierests, free and clear of all Liens. Upon thikvdey by WFI UK, Ltd. of the certificate
representing the Equity Interest in WFI Turkey dis in clause (iii) of Section 5.1(cWFI Sweden will acquire the beneficial and legal,
valid and indefensible title to such Equity Intdrdee and clear of all Liens. Except as contemaoldy Section 5.1(g)there are no
outstanding options, warrants, rights (includingweersion or preemptive rights) or agreements fergirchase or acquisition of any
Transferred Subsidiary’s securities or for the pase or acquisition from Seller or any of its Affies of the Equity Interests.

(b) WEFI Germany has not engaged in aniyities since 2003 and has no assets and no ltiabil

(c) WFIL owns all of the issued and ocatgting equity interests of Wireless Facilities inaional Spain, S. L., a
Spanish company @WFI Spain "), free and clear of all Liens. WFI Spain has not geglain any activities since 2004 and has no assetsi(
Liabilities.

(d) WFIL owns all of the issued and oatsting equity interests of Questus, free and aéall Liens. Questus has
engaged in any activities since January 1, 2003 and




has no assets and no Liabilities other than Ligdslithat are reflected on the Unaudited InteriraBee Sheet.
SECTION 3.5 Validity of Intercompany Debt; Nature of Debtiéssed Pursuant to Deed of Release

€)) The Intercompany Debt representséthid and legally binding obligation of the Transts Subsidiaries to Selle
The portion of the Intercompany Debt designate8dhedule Aas “Loans” constitutes debts arising from transactifor the lending of
money which fall to be settled by the payment ohmg and does not constitute trade debts. Selkethmaright to transfer the Assigned
Intercompany Debt to Buyer hereunder. The assighufehe Assigned Intercompany Debt to Buyer hedemnrdoes not violate any contract,
order, judgment, writ or Law applicable to Sellettre Transferred Subsidiaries. Upon consummatidheotransactions described in clauses
(iv) and (v) of Section 5.1(c)Seller will have no further right to receive pasmh of principal or interest from the TransferradSidiaries in
respect of the Non-Assigned Intercompany Debt. Usggsignment hereunder, Seller will have no furtlgt to receive payment of principal
or interest from the Transferred Subsidiaries speet of the Assigned Intercompany Debt.

(b) All of the debt of WFIL which has reeeleased and discharged pursuant to the Deedlefi&e constitutes debts
arising from transactions for the lending of moméhich fall to be settled by the payment of monay does not constitute trade debts.

SECTION 3.6 Financial Information.

(@) Seller has delivered to Buyer trud eomplete copies of the unaudited combined balaheet of the Transferred
Subsidiaries on a stand-alone basis as of Dece®ib&006 (the ‘Unaudited 2006 Balance Sheé) and the related statement of income and
cash flow for the Transferred Subsidiaries on adst@one basis for the year ended December 31, @6@6ther with the Unaudited 2006
Balance Sheet, theUnaudited 2006 Statement$) and the unaudited combined balance sheet of thasferred Subsidiaries on a stand-
alone basis as of January 31, 2007 (the “ Unaudiitiedim Balance Sheé} and the related statements of income and cash fibr the
Transferred Subsidiaries on a stand-alone basihiéomonth ended January 31, 2007 (together withutiaudited Interim Statements and the
Unaudited 2006 Statements referred to as the “ titedi Financial Statements The Unaudited Financial Statements are accumate
complete in all material respects and presentfairhll material respects the financial positidrihe Transferred Subsidiaries on a statahe
basis as of the respective dates thereof and shtsef operations and cash flows of the TransteBubsidiaries on a stand-alone basis for
the periods covered thereby. The Unaudited FindBté#ements have been prepared in accordance3ai#P applied on a consistent basis
throughout the periods covered.

(b) None of the Transferred Subsidiahias any Liabilities other than: (i) Liabilities sjfically reflected on and fully
reserved against in the Unaudited Interim Balarfwee§ (ii) Liabilities incurred in the ordinary ase of business since the date of the
Unaudited Interim Balance Sheet (January 31, 2qif)L.iabilities for Taxes incurred in the ordinacourse of business since December 31,
2006 and not required under GAAP to be shown on the




Unaudited Interim Balance Sheet, (iv) Liabilitiegurred as a result of consummation of the trafmactontemplated by this Agreement or
the Seller Ancillary Documents and specificallyritifed in Schedule 3.6(h)or (v) other Liabilities described in Schedulé(B) .

(c) All books, records and accounts ef Thansferred Subsidiaries are in all material@éetpaccurate and complete
and maintained in accordance with good businesgipes and all applicable Laws.

SECTION 3.7 Absence of Certain ChangeSince December 31, 2006, the Transferred Subgdihave conducted business
and operations in the ordinary course of businadscansistent with past practice, and there havdeen any events, changes or
circumstances that would reasonably be expectbdue a Material Adverse Effect on the Transferreds&liaries. Since December 31,
2006, other than the actions contemplated by Seétib(c)and the actions taken pursuant to the Deed of Relehere has not been, and
will not be, any action taken of the type describe&ection 5.1(a) which, had such action occurred after the datediavithout Buyer's
prior approval, would be in violation of Sectiord&). From the date of this Agreement through the @ip$date, there have not been any
material changes to the combined balance shebedfriansferred Subsidiaries on a stand-alone frasisthe Unaudited Interim Balance
Sheet.

SECTION 3.8 Legal ProceedingsThere are no suits, actions, claims, arbitrafimteedings or investigations pending or, to
Seller's Knowledge, threatened, against Seller,drits Affiliates or any material Employee Bend®itan or arrangement (or trust with
respect thereto) that is maintained or contribtiveloly any of the Transferred Subsidiaries or inclikany current or former employee of
Transferred Subsidiaries participates with respette Transferred Subsidiaries, the outcome otwhiould reasonably be expected to
have a Material Adverse Effect on the Transferredds&liaries.

SECTION 3.9 Compliance with LawThe Transferred Subsidiaries are in compliandb all Laws, including all Laws relating
to employment and occupational health and safeiy have all Permits required to conduct their bessnas currently conducted, excep
any non-compliance or failure to have a Permit thald not reasonably be expected to have a Matkdeerse Effect on the Transferred
Subsidiaries. None of the Transferred Subsidiasi@sparty to or bound by any order, judgment, elecinjunction, rule or award of any
Governmental Entity that would reasonably be exgbtd have a Material Adverse Effect on the TramsteSubsidiaries. Each
Transferred Subsidiary has filed all reports reggito be filed with any Governmental Entity on efdre the date of this Agreement,
except where the failure to file any such reportildanot reasonably be expected to have a Matedakfse Effect on the Transferred
Subsidiaries.

SECTION 3.10 Material Contracts Schedule 3.18ets forth a true, correct and complete list okaisting contracts
(a) involving an annual commitment or annual paynterr from the Transferred Subsidiaries of mdwant Fifty Thousand United States
Dollars (US$50,000), (b) with respect to the Trengfd Subsidiaries relating to any indebtednesbdarwed money or the deferred
purchase price of property, (c) which limit or r&gtin any respect any of the Transferred Subsieafrom engaging in any line of
business in any jurisdiction, (d) relating to tlogjaisition or disposition of the Transferred Sulsigs




(whether by merger, sale of stock, sale of assattherwise) or () not made in the ordinary cowfsleusiness and that are significant to
the Transferred Subsidiaries, including all ameranéhereto, to which Seller or any of its Subsidiis a party or by which it is bound
(the “Material Contracts ”). Each Material Contract is legal, valid, bindiagd enforceable in accordance with its respedtitras with
respect to Seller or any of its Subsidiaries, am&eller's Knowledge, each other party to sucheaviat Contract, except as the same may
be limited by bankruptcy, insolvency, reorganizatimoratorium or other Laws affecting the rightcodditors generally and subject to the
Laws governing (and all limitations on) specifiafeemance, injunctive relief and other equitablmeglies. There are no existing defaults
or breaches by Seller or any of its Subsidiariedeuany Material Contract or any other contraatich Seller or any of its Subsidiaries is
party and which relates to the Transferred Subs@igor events or conditions which, with noticdapse of time or both, would constitute
a default or breach) and, to Seller's Knowledgergtare no such defaults (or events or conditidmstw with notice or lapse of time or
both, would constitute a default or breach) witbpect to any third party to any Material Contracany such other contract, except in each
case defaults or breaches that would not reasoh@béxpected to have a Material Adverse Effectheniransferred Subsidiaries.

SECTION 3.11 Title to, and Sufficiency of, Assefehe Transferred Subsidiaries have, or will hanete Closing Date, good
and valid title to, or in the case of leased propsrand assets valid leasehold interests inrafigrties and assets (whether real, personal,
tangible or intangible) reflected on the Unauditetetrim Balance Sheet, except for properties asétassold since the date of the
Unaudited Interim Balance Sheet in the ordinaryrsewf business consistent with past practice @revthe failure to have such good title
or valid leasehold interests would not reasonablgipected to have a Material Adverse Effect otlamsferred Subsidiaries, free and
clear of all Liens, other than Permitted Liens. &xcas set forth on Schedule 3,1fe properties and assets of the Transferredi@abes
constitute all the properties, assets and rightaga-exclusive rights in the case of propertyesssr rights that were also used outside of
the Transferred Subsidiaries) that (a) are ownedrbigensed to Seller and/or any Transferred Slidasi and used or held for use by the
Transferred Subsidiaries in their respective bissias as currently conducted and (b) are necessattyef continued operation of the
Transferred Subsidiaries’ respective businessesrasntly conducted. The assets and propertidseof tansferred Subsidiaries, taken as a
whole, are in good operating condition and repaidihary wear and tear excepted).

SECTION 3.12 Taxes(a) Each Transferred Subsidiary has timely filddrak Returns required to have been filed by itwit
respect to the Transferred Subsidiaries, and hdsmpéull all Taxes required to have been paidtbyhether or not shown on such Tax
Returns. Each of the Transferred Subsidiariessorelevant, any equity owner of such Transferrelgsliary in respect thereof or on such
Transferred Subsidiary’s behalf, has duly withhalaollected all Taxes that such Transferred Sudnsids required by applicable Law to
have collected and withheld, and all such amoumtsithheld or collected have, if due, been paidrdeehe appropriate Governmental
Entity, and all IRS Forms W-2 and 1099 (and any alhdtate, local and non-US analogues) with reisgreceto which are required to have
been filed by or on behalf of the Transferred Sdibsies have been properly completed and timedgfilAll Tax Returns referred to in this
Section 3.12re and were as of the time of filing true, coriaatl complete in all material respects.




(b) No claim has been made by a Govermah&mtity in a jurisdiction in which any of the dmsferred Subsidiaries,
Seller with respect to the activities or assetaryf Transferred Subsidiary, has not filed Tax Retdhat a Transferred Subsidiary is subject to
taxation by that jurisdiction or should have filedax Return (or should have had a Tax Return bledts behalf) with such Governmental
Entity or with respect to such jurisdiction.

(c) There are no written private lettglings, private letter ruling requests closing &gnents (or requests therefore),
or other written agreements with any Governmentdity;, relating to Taxes (or Tax status) of or wiéspect to any of the Transferred
Subsidiaries or any of their assets or busine$sgsmould have a continuing effect with respeciny taxable period of a Transferred
Subsidiary for which the Tax Return has not yetbided.

(d) There has been no change in accaymtiethod (whether voluntary or involuntary), andsmeh change in method
of accounting has been requested or is pendingrestpect to any of the Transferred Subsidiariesufgrof their assets or businesses), which
change in method of accounting would require argn$ferred Subsidiary to make a positive adjustrteeits income pursuant to Section 481
(a) of the Code (or any similar provision) on araxTReturn for any taxable period for which suchriBfarred Subsidiary has not yet filed a
Tax Return.

(e) No assessment of Taxes in excess of the amountsbiwany Tax Return filed by the Transferred Subsies ha:
been proposed in writing (or otherwise to the Kredige of Seller) by a Taxing Authority which assesstinas not since been paid or finally
settled, and there are no audits or other procgedirnding or threatened in writing (or otherwis¢he Knowledge of Seller) with respect to
Taxes payable by the Transferred Subsidiaries. Bluge been provided with copies of all written espondence from or to the United States
Internal Revenue Service RS ") (or other relevant Taxing Authority) with respectatioy such pending such audit. There are no Liereng
of the assets of any of the Transferred Subsididhat arose in connection with any failure (oe@é#ld failure) of any Person to timely and/or
accurately (1) pay any Tax, or (2) file any Taxuret

0] There are no agreements or waivasdriyg continuing effect that have been enteredlytor on behalf of the
Transferred Subsidiaries extending the statuterofdtions (or similar limitations on assessmentoltection) applicable to any (A) Taxes, or
(B) Tax assessments or deficiencies, payable iyeoTransferred Subsidiaries or for which any digedndirect equity owner of any of the
Transferred Subsidiaries after the Closing coultidizge.

(9) None of the Transferred Subsidiaisesr was a party to, or has or could have anyilifglunder, any Tax
indemnification, Tax allocation, Tax sharing agres) or similar contract or agreement, a substiotigpose of which is or was the
allocation of Tax Liabilities computed on a condatied, combined, unitary or similar basis amongiesatthat have or will be required to
compute their Tax Liability by filing Tax Returns guch basis.

(h) Except with respect to any loss retpegd by Seller in connection with the transactioostemplated by this
agreement or any election under Treasury ReguaB0i.7701-3 made after the execution of this agees, none of the Transferred
Subsidiaries has




participated in any “reportable transaction” withlie meaning of Treasury Regulations Section 1.84b)(1) that was, is, or to the
Knowledge of Seller will ever be, required to bealtbsed under Treasury Regulations Section 1.60drlista material advisor with respect to
such a transaction as defined in Code Section &) (

0] To the Knowledge of Seller, no Takhiolding is or will be required by Buyer or ankits Affiliates on the
Purchase Price payable pursuant to this Agreerme®elter or any of its respective successors 0gRss

()] None of the Transferred Subsidiafigkis or has ever been a member of any affiliggeslip (within the meaning
of section 1504(a) of the Code) or similar grougnfities with which the Transferred Subsidiarigagd, or were or may be required to join,
for any taxable period beginning on or before thesidg Date in making a consolidated federal incdrag Return or other income Tax
Return in which Tax Liability was or would be conted on a consolidated, combined, unitary or sinbiksis, other than a group with respect
to which Seller or a Transferred Subsidiary hasiike common parent at all times, or (B) could oeably have any liability for the unpaid
Taxes of another Person under Treasury RegulaBenton 1.1502-6 (or any similar provisions of stécal or foreign Law), whether as a
transferee or successor, by contract, or otherwise.

(k) Seller is not a “foreign person” wittthe meaning of Treasury Regulations Section4512(b)(2)(i).

(0 None of the Transferred Subsidiaigesr has been a partner or member in any buserdity (other than another
Transferred Subsidiary by reason of any electiafenreasury Regulations Section 301.7701-3 made efecution of this Agreement
pursuant to clause (ii) of Section 5.1¢c)as permitted pursuant to the fifth sentenceeafin 5.1(a) within the meaning of the Treasury
Regulations Section 301.7701-2(a) that is clagbidie a partnership or disregarded entity for Le8efal income tax purposes, and none of the
Transferred Subsidiaries is or has been a partitipaany other business relationship, contracgreangement (other than ownership of a
Transferred Subsidiary by reason of any electiateureasury Regulations Section 301.7701-3 maee @fecution of this Agreement
pursuant to clause (ii) of Section 5.1¢r)as permitted pursuant to the fifth sentenceeafin 5.1(a)) that Seller or any of the Transferred
Subsidiaries has treated as a partnership in varghlransferred Subsidiary is or was a partnetf&. federal income tax purposes.

(m) None of the Transferred Subsidiarias éntered into any advance pricing agreementth&tRS or other similar
agreement with any other Taxing Authority.

(n) None of the Transferred Subsidiahias either distributed stock of a controlled coation pursuant to Section 3
of the Code or had its stock distributed by anotieeporation pursuant to Section 355 of the Code.

(0) None of the Transferred Subsidiaisesr ever has been a “surrogate foreign corparatathin the meaning of
Section 7874 of the Code.

(p) [Intentionally deleted.]




(a) In any case in which any of the Tfangd Subsidiaries have previously obtained fimgrmenefits under
governmentally sponsored incentive programs reggiaidvance application and qualification (excludiiog instance tax and other incentives
of general availability, such as elective accettatepreciation schedules), to the Knowledge dé6@) such benefits were obtained in
accordance with applicable laws and in complianitk all regulatory order, and (b) such Transfergedbsidiary is not obligated to repay any
amount to a Governmental Entity by reason of argnethaving already occurred inconsistent with thiilement to such benefit as have b
received and will not be obligated to repay anyhsaimount by reason of consummation of the trarmastontemplated by this Agreement.

SECTION 3.13 Employees

€)) Schedule 3.13(s8ts forth an accurate, correct and completeflial ¢a) Persons who are employees of Seller or
any of its Subsidiaries and perform any materiatises for any of the Transferred Subsidiariesluding each Person’s name, title or
position, present annual compensation (includinguises, commissions and deferred compensationyettand unused paid vacation and
other paid leave, years of service, interests jniacentive compensation plan, and estimated entihts to receive supplementary retirement
benefits or allowances (whether pursuant to a echial obligation or otherwise) and the name ofaiiity that is the employer of such
Person and (b) individuals who are currently penfoig services for the Transferred Subsidiaries etwoclassified as “consultants” or
“independent contractors.”

(b) Schedule 3.13(bgts forth a complete and correct list of, ande$élas provided to Buyer true, correct and
complete copies of, all employment or severanderonination agreements and policies, plans, comeritmor other contracts, whether
written or oral, accruing to the benefit of exeeatofficer, director or material independent coctiva of the Transferred Subsidiaries.

(c) There are no claims, disputes orromarsies pending, or to Seller's Knowledge thneatk against Seller or any
of its Subsidiaries involving any individual reqeidr to be identified pursuant to Section 3.13 @)any events or facts of which Seller has
Knowledge that could form the basis of any sucimglaispute or controversy, except for such claidisputes or controversies that would
reasonably be expected to have a Material Adveifeetton the Transferred Subsidiaries. No Transf@ubsidiary has suffered or sustained
any work stoppage and, to Seller's Knowledge, rahsuork stoppage is threatened against any Traesf&@ubsidiary.

(d) Neither Seller nor any Transferred$&diary is a party to any contract, agreementi@mgement with any labor
union or employee association with respect to eygae of any Transferred Subsidiary nor has Setleany Transferred Subsidiary
conducted negotiations with any labor unions orlegge association with respect to any employeesgfTransferred Subsidiary. Neither
Seller nor any Transferred Subsidiary is awarengf@irrent attempts to organize or establish abgrlanion or employee association with
respect to any of the employees of any TransfeBtdabidiary, and there is no existing or pendingifazation of any such union with regard
a bargaining unit. The Transferred Subsidiarieehsarformed and discharged in all material resptbetis respective obligations




with respect to works councils and other staff espntatives, staff representative bodies and utistits representing all or part of the
individuals required to be identified pursuant gzon 3.13 (a)

SECTION 3.14 Benefit Plans.

€)) Schedule 3.14(s@ts forth a true and correct list of each maté&maployee Benefit Plan or arrangement that is
maintained or contributed to by any of the Trangfé@iSubsidiaries or in which any current or formeployee of the Transferred Subsidiaries
participates. Except as set forth on Schedule 8)14ne of the Employee Benefit Plans that any Teared Subsidiary maintains or to
which any Transferred Subsidiary makes contributionin which any current or former employee ofrisferred Subsidiaries participates is
subject to ERISA or the Code. No Transferred Suasichor any trade or business, whether or notripmated, which together with any
Transferred Subsidiary would be deemed a “singlpleyer” within the meaning of Section 4001 of ERIG#fach Subsidiary and each such
trade or business is referred to herein asBRISA Affiliate "), has maintained or made contributions to any Exyge Benefit Plan subject
to Section 412 of the Code or Title IV of ERISA the six-year period prior to the date of this Agrent.

(b) No Transferred Subsidiary nor any ERAffiliate has been obligated to make contribonido any Employee
Benefit Plan subject to ERISA that is a multiem@oplan (within the meaning of Section 3(37) of ER}, and no Transferred Subsidiary
any ERISA Affiliate has made contributions to ampiloyee Benefit Plan subject to ERISA that is atipld employer plan as defined in
Section 413 of the Code for the six-year periodmpio the date of this Agreement. All contributiamsother amounts payable by Seller or any
of the Transferred Subsidiaries as of the Closiatelvith respect to each Employee Benefit Plarrrangement that is maintained or
contributed to by any of the Transferred Subsidigor in which any current or former employee ef Tnansferred Subsidiaries participate
respect of current or prior plan years have beteepaid or accrued on the Unaudited Interim BadaBheet, except to the extent the failure
to make or accrue such payments would not reasphabéxpected to have a Material Adverse Effect.

(c) Except as set forth on Schedule 8)Y1.4{o employee of a Transferred Subsidiary is sultfe€ection 280G or
Section 409A of the Code. No material Employee BeRéan or arrangement that is maintained or gbated to by any of the Transferred
Subsidiaries or in which any current or former emypk of the Transferred Subsidiaries participatesiges death or medical benefits
(whether or not insured) beyond their retirememtber termination of service the cost of whicimiaterial to the Transferred Subsidiaries
taken as a whole other than coverage mandatedpdigaple Law. The consummation of the transactiorgemplated by this Agreement v
not (i) entitle any current or former employee &iocer of a Transferred Subsidiary to severance, pagmployment compensation or any
other payment or (ii) accelerate the time of payhoervesting, or increase the amount of, any coregion due any such employee or officer.

(d) Each Employee Benefit Plan of a Tfammed Subsidiary that is subject to the Laws nba-U.S. jurisdiction is in
substantial compliance with the applicable Lawshat jurisdiction.




SECTION 3.15 Intellectual Property Schedule 3.15ets forth a listing of all Intellectual PropertigRts held or used by any
Transferred Subsidiary, other than Intellectualperty Rights related to (a) commercial off-the-§lsaiftware having a cost of less than
One Thousand United States Dollars (US$1,000) getrar license and (b) standard form mxetusive licenses that are generally avail
and have a cost of less than Fifty Thousand Ur8tates Dollars (US$50,000) per year (the “TransféBubsidiary Intellectual Property
Rights”). Except for off-the-shelf software progmuiincluding but not limited to word processing amdeadsheet programs) and except as
set forth on Schedule 3.1®ach Transferred Subsidiary owns or has a rgbsé all the Transferred Subsidiary Intellectuab@rty
Rights held or used by it free and clear of anynkjeother than Permitted Liens, and free from aayirement of any past, present or fu
royalty payments, license fees, charges or othgmnpats. Except as set forth on Schedule 3(8% no proceedings are pending or, to the
Knowledge of Seller threatened, which challengevliity of the ownership or use by any TransfdrBubsidiary of any Transferred
Subsidiary Intellectual Property Rights, (b) Selias no Knowledge of any infringement or infringinge of any Transferred Subsidiary
Intellectual Property Rights or licenses thereofiny Person and (c) to the Knowledge of Sellematerial infringement by Seller or any
of its Subsidiaries of any Intellectual PropertgiRs of any third party has occurred in connectiith the conduct of the Transferred
Subsidiaries’ respective businesses or will resudiny way from the signing and execution of thgrdement or any of the Seller Ancillary
Documents or the consummation of any or all oftthasactions contemplated hereby and thereby, amtiim has been made by any tl
party based upon an allegation of any such infrimg®. To the Knowledge of Seller, none of the farorepresent employees, officers or
directors of Seller or any of its Subsidiaries Iscdehy right, title or interest, directly or indithg in whole or in part, in or to any
Transferred Subsidiary Intellectual Property Rightsither Seller nor any of Seller’s Subsidiariesihses from any present or, to Seller’s
Knowledge, former employees, officers or direcwirSeller or any of Seller’s Subsidiaries, any Bferred Subsidiary Intellectual
Property Rights which are necessary for the condiitte business of the Transferred Subsidiarigseft for agreements imposing an
obligation on former or present employees, officdigectors, or independent contractors of Selteany of Sellers Subsidiaries to keep 1
Transferred Subsidiary Intellectual Property Righaafidential or to assign to Seller or any of 8ed Subsidiaries any Transferred
Subsidiary Intellectual Property Rights creatediedigped or conceived by any such Persons, neitbigr$ior any of Seller’'s Subsidiaries
is a party to any employment contract, patent digale agreement or any other contract, agreememtammgement with any employee of
Seller or any of Seller’'s Subsidiaries relatingty Transferred Subsidiary Intellectual Propertgh®s, that grants such employee an
ownership right or other economic interest in sticdinsferred Subsidiary Intellectual Property Rights




ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Seller as of tbsirigy Date that:

SECTION 4.1 Organization Buyer is a limited company duly organized, validkisting and in good standing under the laws of
the jurisdiction of its organization. Buyer hasralfjuisite power and authority to carry on its hasses as now being conducted.

SECTION 4.2 Authority. Buyer has full capacity and authority to enteo ithis Agreement and the Buyer Ancillary Documents
and to consummate the transactions contemplatethyrend thereby.

SECTION 4.3 Due Execution This Agreement and the Buyer Ancillary Documedrase been duly executed and delivered by
Buyer and constitute valid and legally binding ghtions of Buyer.

SECTION 4.4 No FindersThere is no investment banker, broker, finder bepotntermediary which has been retained by or is
authorized to act on behalf of Buyer who might hatled to any fee or commission from Seller or afiyts Affiliates upon consummation
of the transactions contemplated by this Agreement.

SECTION 4.5 | nspections; No Other RepresentatidBigyer is an informed and sophisticated purchaseéhas engaged exp
advisors experienced in the evaluation and purcbBbasinesses such as the Transferred Subsidagiesntemplated hereunder. Buyer
has undertaken such investigation and has beeidpwith and has evaluated such documents anthiafion as it has deemed
necessary to enable it to make an informed decisitinrespect to the execution, delivery and penfance of its obligations under this
Agreement.

Buyer agrees to accept the Equity Interests, theégAed Intercompany Debt and the Transferred Siavid in the condition in
which they exist on the Effective Date based upsmn inspection, examination and determinatiotih wespect thereto as to all matters, and
without reliance upon any express or implied repnéstions or warranties of any nature made by dvedralf of or imputed to Seller, except
as expressly set forth in this Agreement.

SECTION 4.6 Financial Capacity Buyer has sufficient cash on hand, liquid asartsavailable borrowings to pay the Purct
Price at Closing.

ARTICLE 5
COVENANTS
SECTION 5.1 Seller CovenantSeller agrees that:

(@) From the date of this Agreement uh#&é Closing Date or the termination of this Agream Seller shall, and shall
cause the Transferred Subsidiaries to, conduat thei




businesses in the ordinary course consistent veish practices and to use commercially reasonafig®fo preserve intact the business
organizations of the Transferred Subsidiaries ahationships of the Transferred Subsidiaries wiildtparties and to keep available the
services of the employees of the Transferred Sigrgd. Seller shall notify Buyer promptly of thecoirrence of any event that would
reasonably be expected to have a Material Adveifeetton the Transferred Subsidiaries of whichriainy of its Subsidiaries has Knowledge
including, without limitation, information (and prole copies of all pertinent documents) concerrilthgroceedings instituted, threatened or
asserted against or affecting the Transferred 8igv&s at law or in equity, before or by any Gawveental Entity. Seller shall keep records
relating to the Transferred Subsidiaries in accocdavith GAAP and other applicable accounting pgles applied on a basis consistent with
prior periods and in accordance with past pracgedler shall inform and consult with Buyer regaglany significant developments or
transactions proposed to be entered into relatinbe Transferred Subsidiaries prior to the eadf@he Closing Date or the termination of 1
Agreement. Without limiting the generality of trerégoing, from the date of this Agreement until élaglier of the termination of this
Agreement or the Closing Date, Seller will not takeermit any of the Transferred Subsidiariesat@f any of the following actions, without
Buyer’s prior written consent, which consent wititibe unreasonably withheld or delayed: (i) adopt éhange to the organizational
documents of any Transferred Subsidiary (i.e.jfegates of incorporation, organization or formajdylaws or limited liability company
operating agreements, as applicable), (ii) excepbatemplated by Section 5.1(@llow any Transferred Subsidiary to merge or otidate
with any other Person or acquire a material amotiassets fronany other Person, (i) except in the ordinary seunf business and excep
contemplated by Section 5.1(d)A) sell or transfer material assets relatinghi Transferred Subsidiaries, (B) grant, creatyrior suffer to
exist any Liens, other than Permitted Liens, onmayerial assets or properties relating to the §fieaned Subsidiaries, (C) incur any material
Liability (absolute, accrued or contingent) relgtio the Transferred Subsidiaries, (D) waive anyemia claims or rights relating to the
Transferred Subsidiaries, or (E) enter into, assarmamend any Material Contract, (iv) increaserig manner the base compensation of, or
enter into any new bonus or incentive agreemeatrangement with, any employee of any Transferrgus®@iary, except in the ordinary
course of business or pursuant to the Contracterthton Schedule 5.1(a)v) pay or agree to pay any additional or incegdsenefits under
any Employee Benefit Plan of a Transferred Subsidixcept in the ordinary course of business,dwiard any additional equity to any
employee of a Transferred Subsidiary, except te#tent contractually obligated to provide suchiggaward as of the date hereof or in the
ordinary course of business, (vii) amend or terit@rzay employment agreement with any employee pflaansferred Subsidiary or enter
into any new employment agreement with any empl@fesy Transferred Subsidiary, except in the adircourse of business, (vii) make
any election relating to Taxes of or relating ty afithe Transferred Subsidiaries, or their respeassets or businesses, which would have
any Material Adverse Effect on Tax obligationsoé fTransferred Subsidiaries for any taxable pesiggortion thereof beginning after the
Closing Date, including, without limitation, anyartge in accounting method for Tax purposes andvan@e in Tax status (other than an
election with respect to WFIL under Treasury Retjofes section 301.7701-3 described in clause {iBection 5.1(c), or amend any mater
Tax Return filed prior to the date hereof or heaftier filed having such effect, (viii) make any tapexpenditure in excess of Fifty Thousand
United States Dollars (US$50,000), or (ix) commitgree to take any of the foregoing actions.




(b) From the date hereof to the earlfahe Closing Date or the termination of this Agresnt as provided in
Article 8, Seller shall afford Buyer, its advisors and repreatives, upon reasonable prior written notickiara manner that does not
interfere with the normal business activities ofléereasonable access to information relatinthéoTransferred Subsidiaries as Buyer
reasonably requests, including permitting Buyseraivisors and representatives to make physigagat®ns of the Transferred Subsidiaries’
assets, properties, financial statements and baadsecords.

(c) Prior to the Closing Date, Sellerlshend shall cause its Affiliates to, as applieglibke the following actions in
the following sequence:

0] if requested by Seller and approsgdBuyer, WFI Sweden shall elect to be classifis@ aisregarded
entity for U.S. federal income Tax purposes undeasury Regulation section 301.7701-3, effectivadyater than the day
prior to the Closing Date;

(i) WEFIL shall elect to be classified aslisregarded entity for U.S. federal income Tasppses under
Treasury Regulation section 301.7701-3, effectived later than the day prior to the Closing Date;

(iii) WFI UK, Ltd. shall transfer to WFIv&den all of its right, title and interest in aiwd?,000 shares of WFI
Turkey;

(iv) Seller shall cancel the outstandimfptdof WFI Turkey shown on Schedule Auch cancellation to be
effectuated in form and substance reasonably amiokepto Buyer;

(v) WFIL shall, (A) first, utilize the EFIA Excess Cash to pay to WFI the portion of therdchmpany Debt
owed by it to WFI that is designated as “Trade’Sminedule Aand (B) second, utilize the balance of the EMEAdSscCas
remaining after the foregoing payment to pay WHt fhortion of the loan principal of the Intercompdebt owed by it to
WFI that is designated as “Loans” on Schedukush that the remaining balance of the Intercompietyt equals the
amount of the Assigned Intercompany Debt; and

(vi) WFIL shall transfer to WFI UK, Ltdin consideration of US $1, all of its right, tidead interest in and to
all the equity interests of WFI Spain.

In addition to the foregoing, prior to the ClosiDgte, Seller shall, and shall cause each of it#idtfs to, terminate any and all agreements
and arrangements between Seller and any of itiséfs other than a Transferred Subsidiary, orotteehand, and any Transferred Subsid
on the other hand.

Buyer and Seller acknowledge and agree that téuthest extent permitted by Law, as of the timetaf transfer described in the foregoing
clause (iii), WFI Sweden shall be deemed the beiafand substantive owner of the transferred @gtisrin WFI Turkey, notwithstanding that
legal title and registration of any equity interessuch entity in the name of WFI Sweden may oedw later date and WFI Sweden shall be
entitled to receive through its beneficial ownepshi




of such transferred interest in WFI Turkey any aflidbenefits relating to ownership of such trangfdrinterest, and, except as otherwise
provided by this Agreement, shall assume and b fesponsible for any and all Liabilities relatitgysuch transferred interest.

Buyer and Seller further acknowledge and agreetthtiite fullest extent permitted by Law, as of tinee of the transfer described in the
foregoing clause (vi), WFI UK, Ltd. shall be deentbd beneficial and substantive owner of WFI Spaimd assume full responsibility and
operational control of such entity, notwithstandthgt legal title and registration of any equitieirest of such entity in the name of WFI UK,
Ltd. may occur at a later date and WFI UK, Ltd.Isha entitled to receive through its beneficialrmxship of WFI Spain any and all benefits
relating to ownership of interests in such entjtarsd, except as otherwise provided by this Agregnshall assume and be fully responsible
for any and all Liabilities relating to such erd#i

(d) Seller shall pay and be responsibieahy fee or commission payable to any investrbanker, broker, finder or
other intermediary retained by or authorized toaacbehalf of Seller with respect to the consumamatif the transactions contemplated by
this Agreement.

(e) Prior to the Closing, Seller shaly pa shall cause the Transferred Subsidiaries yoaigpayroll (including related
payroll Taxes and expenses), contractor and ottpEreses of the Transferred Subsidiaries throughkVBess set forth on Schedule 5.1(e)

® Seller will use commercially reasbieefforts to obtain such written consents, assigmts, waivers and
authorizations or other certificates from thirdtpes, including Governmental Entities, and givetsnotices to third parties, including
Governmental Entities, in each case that are reduo consummate the transactions provided foritered to keep in effect and avoid the
breach, violation or termination of any Materialr@@act of any Transferred Subsidiary (each, &ssignment Consent); provided,
however, that reasonable efforts by Seller shall not idel(a) the payment of any amounts by Seller tosaai third party or (b) the
amendment of any provision of, or waiver of anyntggunder, any contract between Seller or any Tearesl Subsidiary, on the one hand, and
any such third party, on the other hand. If anyigma®ient Consents are not received on or befor€ltbging Date with respect to any Mate
Contract, Seller shall cooperate with Buyer in eggsonable arrangement designed to provide Buyhkraliof the benefits of such Material
Contract as if the Assignment Consent had beenraatas set forth in more detail in the TransitBervices Agreement, including by
granting subleases and establishing subcontraatiagmgements. In no event will Buyer be entitledetay the Closing or terminate this
Agreement due to Seller’s failure to obtain an gssient Consent.

(9) For a period of four (4) years foliog the Closing Date, Seller hereby agrees naitber on its own account or
in conjunction with or on behalf of any Person,rgam or be engaged, directly or indirectly, whetag a shareholder, director, employee,
partner, agent or otherwise, in Europe, the Midgst or Africa in the delivery of the following sées, whether directly or as a
subcontractor to an equipment vendor or any otkesd?, relating to wireless carriers for theirtised wireless telecommunications netwc
whether privately owned or owned by a Governmetdity: (1) consulting services for all




planning, including without limitation technologgsessment, vendor evaluation, market analysis asiddss plan development; (2) design
and deployment services, including without limipatiradio frequency engineering, spectrum relocafigad network engineering, core
network engineering, site acquisition, zoning, peny, construction/construction management arsthittation and optimization services; (3)
management and optimization services, includingavit limitation radio frequency optimization seesg testing and analysis of quality of
service and endser experience and network operations and main¢enservices; or (4) any outsourcing or managedcsethat includes ar
of the activities described in the foregoing clau€l through (3); providegdhowever, Seller shall in no way be restricted for engagimgr
carrying on such activities for Governmental Easitthrough its WFI Government Services, Inc. ertityonnection with the non-commercial
activities of such Governmental Entities, suchbas,not limited to, military and police functionalhile the restrictions contained in this
Section 5.1(fare considered by the parties to be reasonablétimeecircumstances for the protection of the iegés of Buyer and/or the
Transferred Subsidiaries, it is recognized thatid®ns of the nature in question may fail fochaical reasons and, accordingly, it is hereby
agreed and declared that if any of such restristgirall be adjudged to be void but would be vdljhit of the wording thereof were deleted
or the periods thereof reduced or the range ofiies or area dealt with thereby reduced in sctpe said restriction shall apply with such
modifications as may be necessary to make it \alitl effective. The parties hereby agree that amgdy at Law for any of breach by Seller
of any of the provisions contained in this Sectioh(f) may be inadequate and that Buyer will be entittegeek injunctive relief in addition
any other remedy Buyer may have under this Agreémen

(h) O n and after the Closing Date, Seil#l afford promptly to Buyer and its accountarastorneys, agents and
representatives full and complete access to itdtar®lbsidiaries’ properties, books, records, duents, employees, directors and auditors to
the extent reasonably necessary or appropriatertoipBuyer to (i) determine any matter relatingioyer’s rights and obligations hereunder,
(i) complete and/or initiate any and all financialdits necessary or appropriate for Buyer’s bissineperations and financial reporting
purposes, and (ii) respond to, prepare for, orrtefiself against any third-party or governmentakistigation, inquiry, action, suit,
proceeding, claim or threatened or actual legalrbitral proceedings arising from the operatiothef Transferred Subsidiaries prior to the
Closing Date; providedhowever, that any such access by Buyer shall not unreédpirderfere with the conduct of Seller’'s business
provided, further that Buyer may retain copies of such Isoahd records that are reasonably necessary ay@jgie to respond to, prepare
for, or produce such properties, books, recordsesmployees in connection with any existing thirdtpar governmental investigation,
inquiry, action, suit, proceeding, claim or threete or actual legal proceeding or arbitration..

0] Seller shall be obligated to reimiiBuyer for any costs in excess of Ten ThousarntbtlStates Dollars
($10,000) incurred by Buyer or any of its Subsigisiin connection with the dissolution of Wirel€sgilities International Germany GmbH.

SECTION 5.2 Buyer Covenant8uyer agrees that:

€)) O n and after the Closing Date, Buy#l; and shall cause each of the Transferred Blidrges to, afford promptly
to Seller and its accountants, attorneys, agermts an




representatives full and complete access to tmepasties, books, records, documents, employers;tdis and auditors to the extent
reasonably necessary or appropriate to permitiSellg) determine any matter relating to Selleights and obligations hereunder or to any
period ending on or before the Closing Date, @inplete and/or initiate any and all financial asidiecessary or appropriate for Seller’s
financial reporting purposes, and (iii) respondpi@pare for, or defend itself against any thirdypar governmental investigation, inquiry,
action, suit, proceeding, claim or threatened twadegal or arbitral proceedings, including, weitth limitation, any and all stockholder
derivative and/or class action litigation and inggs and investigations by the U.S. Securitieslxchange Commission (theSEC "),

whether or not in existence as of the Closing Dattevided, however, that any such access by Seller shall not unreddpimterfere with the
conduct of the business of Buyer; providddrther that Seller may retain copies of suchksomnd records that are reasonably necessary or
appropriate to respond to, prepare for, or prodwod properties, books, records and employeesninemion with any existing third-party or
governmental investigation, inquiry, action, spitpceeding, claim or threatened or actual legateeding or arbitration.

(b) Without limiting the foregoing, Buyweiill, and shall cause the Transferred Subsidianegrovide full cooperatio
with respect to issues relating to, arising undeesulting from Seller’s ongoing stockholder dative and/or class action litigation and SEC
investigation, including, without limitation: (x)saisting in making employees of Buyer and the Tieansd Subsidiaries reasonably available
for deposition testimony; and (y) preserving antivéeing original copies of, and providing reasoleaaccess to, any and all properties,
books, records, documents relating to, arising undeesulting from Seller’s ongoing stockholderidative and/or class action litigation and
SEC investigation. Seller shall be responsibleafbreasonable out-of-pocket costs incurred by Bayel its Subsidiaries in complying with
this Section 5.2(b)including copying, delivery and telephone chargied shall provide Buyer with reasonable compeosdtr the salary
and benefits associated with any employees whotdeveignificant portion of any calendar year dsgjsSeller pursuant to this Section 5.2

(b).
SECTION 5.3 Mutual CovenantBuyer and Seller agree that:

(@) Subject to the terms and conditidhnthis Agreement, Buyer and Seller will usemmercially reasonable efforts
take, or cause to be taken, all actions and t@doause to be done, all things necessary or désitmder applicable Laws to consummate the
transactions contemplated by this Agreement, inntydvithout limitation, diligently pursuing thegestration of the transfer of the Equity
Interests with the appropriate national, statealloc municipal governmental authorities. Buyeresgrto cause the Transferred Subsidiaries tc
execute, notarize and deliver such other documeattficates, agreements and other writings artdke such other actions as may be
necessary or desirable in order to consummate glement expeditiously the transactions contemplbtethis Agreement. Notwithstanding
the foregoing, no delay, postponement, or rejeaticthe registration of the transfer of the Equrtterests from Seller to Buyer by any
national, state, local or municipal governmentdhatity shall be deemed to delay the Closing hedeurand the parties shall take all
reasonably necessary actions to effect such ratigtrof the transfer of the Equity Interests witih appropriate national, state, local or
municipal governmental authorities.




(b) Seller and Buyer shall cooperate witle another (i) in determining whether any achgror in respect of, or filin
with, any Governmental Entity is required or anji@ts, consents, approvals or waivers are requardx obtained from parties to any
material contracts, in each case in connection thithconsummation of the transactions contemplayettiis Agreement, and (ii) in taking
such actions or making any such filings, furnishimgrmation required in connection therewith aeeldngtimely to obtain any such actior
consents, approvals or waivers.

(c) Buyer and Seller shall enter intorarikition Services Agreement, attached hereto aEB , which Transition
Services Agreement will, among other things, gtarBuyer a license to use the name, trademarkslam@in names related to “WFI” or
Wireless Facilities” for one hundred twenty (12@ysd following Closing pursuant to the terms anddittons contained therein. The
Transition Services Agreement shall also addresstifiled IT support for the periods specified therand the cost to Buyer of such support.

(d) Unless the parties otherwise mutuatiyee in writing, Seller agrees that it will natd will not permit its
Affiliates to, prior to the second anniversary loé tClosing Date, in any manner, directly or indiseor by assisting others, (a) hire or attempt
to hire, on any of their behalves or on behalfrof ather Person, any employee of any Transferrdxi8iary, or (b) otherwise encourage any
employee of a Transferred Subsidiary to leave thpley of Buyer; provided however, nothing in this Section 5.3(djall prohibit or
prevent Seller or its Affiliates from hiring or athpting to hire any employee of a Transferred Slisi whose employment with a
Transferred Subsidiary has been terminated andhakamot been employed by any Transferred Subsithaiy period of six (6) or more
months. Unless the parties otherwise mutually agreeiting, the parties agree that they will natd they will not permit their Affiliates to,
prior to the second anniversary of the Closing Piatany manner, directly or indirectly, or by asiig others, solicit or attempt to solicit on
any of their behalves or on behalf of any othessBerany employee of the other party or its Affémtexcept that Buyer or any of its Affilia
are permitted to continue to employ the employddésenTransferred Subsidiaries following the Clgsand that nothing in this Section 5.3(d)
shall prohibit or prevent the parties or their Affies from soliciting or attempting to solicit any of their behalves or on behalf of another
Person any employee of the other party or its iatfils where the individual’s employment with theestparty or its Affiliates has been
terminated and such individual has not been emplidyethe other party or its Affiliates for a periotisix (6) or more months. The foregoing
provisions will not apply to general solicitatiooSpotential employees (e.g., general newspapegréidements or website job postings) that
are not specifically targeted to the employeehefdther party or otherwise intended to circumvkatprovisions of this Section 5.3(d)he
parties hereby agree that any remedy at law folaegch of the provisions contained in this Sechid{d)may be inadequate and that the
non-breaching party will be entitled to seek injtime relief in addition to any other remedy suchtpanight have under this Agreement.




ARTICLE 6
TAX MATTERS
SECTION 6.1 Tax DefinitionsThe following terms, as used in this Article Bave the following meanings:
“ Federal Tax” means any Tax imposed under Subtitle A of theeCod

“ Final Determination " means (i) with respect to Federal Taxes, a “caibeation” as defined in Section 1313(a) of the Cadd,
with respect to Taxes other than Federal Taxesfinaydetermination of liability in respect of aX that, under applicable Law, is not subject
to further appeal, review or modification througlogeedings or otherwise (including the expiratiba statute of limitations or a period for
the filing of claims for refunds, amended returngppeals from adverse determinations) or (iiyghgment of Tax by Buyer, Seller or any of
their Affiliates, whichever is responsible for pagmt of such Tax under applicable Law, with respeetny item disallowed or adjusted by a
Taxing Authority, provided that the party bearihg burden of such Tax (taking into account the imaiéy obligations under this Agreement)
determines that no action should be taken to resagh payment.

“ Post-Closing Tax Period’ means any taxable period beginning after the iGtpBate.

“ Pre-Closing Partial Tax Period” means the portion of any Straddle Period begighiefore and ending at the close of business or
the Closing Date.

“ Pre-Closing Tax Period” means any taxable period ending on or beforeXiosing Date.

“ Seller Group” means, with respect to federal income Taxesaffiated group of corporations (as defined in t8ac 1504 (a) of
the Code) of which Seller is a member and, witlpeesto state, local, or foreign Taxes, the codsdiid, combined or unitary group of which
Seller or any of its Affiliates (other than anytb&é Transferred Subsidiaries) is a member and whidbides one or more of the Transferred
Subsidiaries during a relevant taxable period.

“ Straddle Period” means any taxable period beginning on or befloeeGlosing Date and ending after the Closing Date.

“ Tax Return " means any return, report or similar statementiregl or proposed by a party to be filed with aifgxAuthority with
respect to any Taxes (including any required agddthedules and workpapers), including any inftionaeturn (including, without
limitation, IRS Form 5471 or any form or report végd to be filed under Sections 6038 or 6038Bhef€ode or the Treasury Regulations
promulgated thereunder) or report, claims for rdftamended return and declaration of estimated Tax.

SECTION 6.2 Liability for Taxes.

€)] “Indemnified Taxes” means (1) all Taxes of each of the Transferrellsiliaries and their respective assets or
businesses for all Pre-Closing Tax Periods or abite




to Pre-Closing Partial Tax Periods under the ppies of Section 6.2(¢)(2) all Taxes imposed on any Transferred Subsidig reason of its
inclusion during any period before the Closingtity @roup of entities that filed or was or will bequired to file Tax Returns on an affiliated,
consolidated, combined or unitary group basis (dirlg Taxes imposed pursuant to Treasury Regukattion 1.1502-6 or any analogous
or similar state, local, or foreign Law); (3) anydaall Taxes with respect to the Transferred Suésas (and their respective assets or
businesses) resulting from or arising out of antheftransactions contemplated by this Agreemedtnan effected in the ordinary course of
business, other than Transfer Taxes allocable y@Bpursuant to Section 6.4(cj4) any and all withholding Taxes collected fr@uyer

which are determined by a relevant Governmentatyfit have been required to be withheld out of Pluechase Price payable pursuant to
this Agreement; (5) any and all Taxes resultingrfrar arising out of the actions described in Sechid (c)or resulting from the Deed of
Release or any action taken pursuant to the De&lafase for all Pre-Closing Tax Periods or allte#d pre-Closing Partial Tax Periods
under the principles of Section 6.2(€6) any and all Taxes imposed on any TransfeBgasidiary as a transferee or successor of another
Person, either by contract or pursuant to any ltawhe extent that such transferee or successulitiiafor Tax arose by reason of an event or
transaction occurring at or prior to the Closingg &7) any and all Liabilities for Taxes with respt any taxable period (whether before,
during or after the Closing Date), relating to asiag from matters described in Section 9.1(b)(iWcluding without limitation any Liabilitie
for Taxes arising from the provisions of the U.Kaxation of Chargeable Gains Act 1992, § 179 otthé Finance Act 2002, Schedule 29,

1 58, other than Liabilities incurred by reasorthef breach by Buyer (and not by Seller) of the $asitence of Section 6;$rovided,

however, that Indemnified Taxes shall not include the porof any of the foregoing Taxes which is speailli¢ identified as a liability on th
Unaudited Interim Balance Sheet or which is inadiirethe ordinary course of business after DecerBtheP006 and not required under
GAAP to be shown on the Unaudited Interim Balankee$. For the avoidance of doubt, no indemnityé@vided pursuant to Section 9.1¢h)
respect of Taxes for any Post-Closing Tax Periatlay Straddle Period in excess of the portiorcalide to a Pre-Closing Partial Tax Period
under the principles of Section 6.2@tjributable to unavailability or prior absorptioha loss carryover or similar Tax-related attridbtrom a
Pre-Closing Tax Period.

(b) “Non-Indemnified Taxes” means all Taxes which are not Indemnified Takeduding without limitation (1) all
Taxes (or the non-payment thereof) of the TransteBubsidiaries for all Post-Closing Tax Periods amy Straddle Period in excess of the
portion allocable to a Pre-Closing Partial Tax 8@tinder the principles of Section 6.2(end (2) all Taxes imposed on any Transferred
Subsidiary by reason of its inclusion during anyigubafter the Closing in any group of entitiesttfile or is required to file Tax Returns on
affiliated, consolidated, combined or unitary grdagsis (including Taxes imposed pursuant to TrgaRegulations Section 1.1502-6 or any
analogous provision of state, local, or foreign Laand (3) all Taxes imposed on any TransferredsBiidry as a transferee or successor of
another Person, either by contract or pursuanhyd aw, to the extent that such transferee or ssmrdiability for Tax arose by reason of an
event or transaction occurring after the Closing.

(c) If the Transferred Subsidiaries agenpitted but not required under applicable incorag Taws to treat the
Closing Date as the last day of a taxable periwah the parties shall treat that day as the Iagsbfla taxable period. For purposes of this
Section 6.2 in




the case of any Taxes that are payable for a S&d&tiod, the portion of such Taxes that is aitdble to the Pre-Closing Partial Tax Period
shall (1) subject to clause (2) of this Section@.2including any Tax based on or measured by incormeceipts of the Transferred
Subsidiaries during the Straddle Period, be deesqgedl to the amount of Tax which would be payabile relevant taxable period had en
at the close of business on the Closing Date acld $ax was computed on a “closing of the boddasis computed on a specific identifical
basis, according to the date of the event or ti@imagiving rise to the Tax or measure of Tax (Wskemptions, allowances or deductions
are calculated on an annual or periodic basis, asdhe deduction for depreciation, apportioned pno-rata per diem basis); provided
however, that, except as otherwise specifically providethis Agreement any Taxes attributable to (A) $eartions not specifically
contemplated by this Agreement and not in the @mgicourse of business that occur on the Closirig Dat after the Closing shall be
considered to have occurred on the day followirggGlosing Date and (B) transactions not specifjoadintemplated by this Agreement and
not in the ordinary course of business that ocouthe Closing Date but before the Closing shaltdmesidered to have occurred on the day
prior to the Closing Date, and (2) in the casemyf ather Tax with respect to which the portion dfigh that is allocable to the Pre-Closing
Partial Tax Period cannot practically be determioedh specific identification basis (because afjfistance, restrictions imposed by
applicable Law) by reference to the “closing-of-theoks” method described above, be deemed to bantleeint of such Tax for the entire
taxable period multiplied by a fraction, the nuneraf which is the number of days in the taxat#eiqd ending on the Closing Date, and the
denominator of which is the number of days in there taxable period. For avoidance of doubt, exespptherwise provided in Section 6.4
(c), Taxes imposed on the Transferred Subsidiari@srasult of consummation on the Closing Date oftithesactions contemplated by this
Agreement shall be allocated to the Pre-Closing Heriod or Pre-Closing Partial Tax Period, as #seanay be.

SECTION 6.3 Filing of Tax Returns.

(@) Seller will file (or cause to be fileall Tax Returns of the Seller Group (collectiyel Combined Tax Returns”)
for all taxable periods in which any TransferredS&diary are included or required to be includeslle® will prepare such Combined Tax
Returns in a manner consistent with past practice.

(b) Except as described in Sections &) 3Buyer shall prepare and timely file (or causbédimely filed) with the
appropriate Taxing Authorities all Tax Returns riegg to be filed by the Transferred Subsidiarieshwespect to any taxable period beginr
before the Closing Date that are due after thei@joBate (each &Buyer Prepared Return” ). Each such Buyer Prepared Return shall be
prepared in a manner consistent with the priortpraof the Transferred Subsidiaries, unless otlsrwnequired by Law. Seller shall provide
Buyer promptly any and all information and docunsereasonably requested by Buyer in connection Biityer’'s preparation of such Buyer
Prepared Returns. No liability in respect of Tagwh on any Buyer Prepared Return shall be congidereonstitute a Damage subject to
indemnity pursuant to Section 9.1{mless, before filing of such Buyer Prepared RetBuyer shall have provided Seller with a copy wits
Buyer Prepared Return for review and comment aidrSghall have approved the filing of such Buyeegared Return, which approval shall
not be unreasonably withheld or delayed. For thippse, Seller's withholding of approval of a Bujgepared Return based upon Buyer’s
failure to adopt in such Tax Return an alternategorting




position suggested by Seller in the notice of Teatédnent Dispute described in Section 6.3(@ll be deemed reasonable if the reporting
position proposed by the Seller to be reflecteslioh Buyer Prepared Return has a “reasonable asisforth in said notice), within the
meaning of Section 6662 of the Code and is notriasbent with prior practice with respect to thex Returns of the relevant Transferred
Subsidiary. Buyer shall make a good faith effopptovide Seller with a copy of each such Buyer Breg Return for review and comment at
least thirty (30) days prior to the required filidgte (with permitted extensions) of such retumifaequired to be filed within thirty (30) da
after the Closing or the end of the taxable pettodhich such return relates, as soon as possibtening the Closing or end of such taxable
period, as the case may be), accompanied by anstatda “Pre-Closing Tax Statement) setting forth and calculating in reasonable deta
the Indemnified Taxes that are shown as due on BaktlReturn. Such Pre-Closing Tax Statement sleadiufficient to allow Seller to make a
reasonable determination as to the accuracy dfdtoeilation (except for inaccuracies which would materially and adversely affect Seller).
Each Pre-Closing Tax Statement shall be considerbd a Notice of Claim within the meaning of Sextd.5(a). Buyer shall timely pay or
cause to be paid the Tax shown as due on each Bugpared Return, provided that such obligatiofi slea prevent recovery from Seller of
any portion thereof which constitutes Indemnifieak&s pursuant to Section 9.1

(c) If Seller disagrees with the mannfepreparation of a Buyer Prepared Return or thewarhof Indemnified Taxes
calculated in the Pre-Closing Tax Statement, witem(10) days of the receipt of the Buyer Prep&etlirn and Pre-Closing Tax Statement,
Seller shall provide to Buyer a notice of such dispa “Tax Statement Dispute”). If Seller does not provide a notice of Tax 8taent
Dispute within such 10-day period, the amount afeimnified Tax shown therein shall be treated astef Claim, and the amount claimed
therein shall be paid out of the Holdback Amounspecified in Section 9.6

(d) If Seller provides Buyer with a natiof a Tax Statement Dispute, Seller shall alseigeoBuyer with a proposed
revision of such Buyer Prepared Return, a stateseting forth and calculating in reasonable deteslindemnified Taxes with respect to
such Buyer Prepared Return, and a written explamati the reasons for its adjustment. If Seller Bagler, after consultation with their tax
advisors, cannot reach complete agreement, thetdispall be submitted to an arbitrator (thEaX Arbitrator ) pursuant to the procedures
described in Section 10,80or resolution by the Tax Arbitrator no later thigve (5) days prior to the required filing datiesoch Buyer
Prepared Return. The decision of the Tax Arbitratibh respect to such dispute shall be binding upoyer and Seller and their Affiliates. If
a Tax Statement Dispute is resolved such that #xer@ported as due on the applicable Buyer Pregegarn is less than that proposed by
Buyer in the applicable Pre-Closing Tax Statemand, the Final Determination of any issue that vassubject of such Tax Statement
Dispute results in required payment of Indemnifieces, then, notwithstanding any other provisiothif Agreement to the contrary, Selter’
indemnification obligation under Section 9.1(bJ@jy the portion of the resulting Indemnified Taxesich consist of penalties and interest
payable in respect of the portion of the Taxesrddteed to have been reportable in excess of theJ that were initially proposed to be
reported by Buyer in the Buyer Prepared Return $igabayable by Seller as Damages without regathetdimitations otherwise applicable
with respect to such Damages under Sections 9.9.48wdf this Agreement, and the amount of such inteaadt




penalties recoverable as Damages shall not be tat@account when applying the provisions of Set8.9to indemnity obligations for
other Damages.

(e) To the extent a Claim for Taxes sethfin a Pre-Closing Tax Statement that has béwadlif Determined within
the meaning of Section 9,®ut cannot be fully satisfied out of the Holdba&akount available at the time of such Final Deteration, Seller
shall pay to Buyer the unsatisfied portion of thealty Determined Claim for Taxes by wire transfer the later of (a) the third (3) Busines:
Day prior to the due date for payment of such Tdaehe relevant Taxing Authority and (b) the th{&d?) Business Day after such Claim v
Finally Determined.

SECTION 6.4 Tax Covenants.

€)) Upon the prior written request of Buywhether prior to or after the Closing Date |&edhall file (or to cause to
be filed) or join (or cause one or more of theifilfftes to join) in the execution and filing of #:RS Form 8832 and any other documentation
necessary to cause one or more of the Transfetresidiaries (other than WFIL and, if the actionatésed in clause (i) of Section 5.1 (s
been effectuated, WFI Sweden), as directed by Bugearlect to be treated, effective as of the dayrpo Closing, as a partnership or
disregarded entity for federal income tax purpoasspplicable; provided however, that notwithsiaga@nything in this Agreement to the
contrary, if such election is made as requesteHuyer, any Tax Liability of such Transferred Sulisiy resulting from such election shall
be an Indemnified Tax to the extent that it excebdsTax Liability that would have existed absamdtselection with respect to such
Transferred Subsidiary, and Buyer shall indemniéjle3 and its Affiliates from any adverse Tax cansences attributable to the making of
such election; provided that, if Buyer has givetigeto Seller to make such election not less fifeeen (15) days before such election is
required to be filed, the amount of such indemsitgll be payable by Buyer only if Seller has infethBuyer at least five (5) days before the
required filing date for such election of the natand the reasonably estimated amount of such selfex consequence and thereafter
promptly provided Buyer with such relevant inforinatrelated to such adverse Tax consequences a& Bwgy reasonably request.

(b) Seller shall cause WFI UK, Ltd. tokmahe WFI Turkey Share Transfer Tax Filing noddban one hundred six
(160) days following the date of the transfer désat in clause (iii) of Section 5.1(end promptly thereafter shall provide Buyer with
evidence thereof.

(c) All transfer, documentary, sales,, . ss@amp, registration and other such fees and T@xXE®mnsfer Taxes”)
incurred in connection with this Agreement andc¢bst of preparing any Tax Returns related to TemBaxes shall be borne equally by
Buyer and Seller. To the extent that any portiofrainsfer Tax is paid or required by Law to be gaidne party hereto but required by the
foregoing to be borne by another party hereto, silelr party shall pay or reimburse the Tax-payiadgy for the proper portion of the Tax
required to be so borne upon notice from the Tapiraparty of the amount of such Tax required tgh#&l or reimbursed. The parties shall
cooperate to file or cause to be filed all necgs$ax Returns and other documentation with resfzeat! such Taxes.




SECTION 6.5 Contest Rights.

€)) If any party or any of its respectidiliates receives notice or otherwise becomesi@mwith respect to any (1)
current or future audit, examination, investigatayrother proceeding or (2) any claim, demand,ssssent (including a notice of proposed
assessment), or other assertion, in any casen@latiTaxes relating to the Transferred Subsidiaioe their respective assets or businesses)
that could give rise to a liability of the othenfyahereto (including pursuant to Section B.then such party, shall promptly notify the other
party in writing. Each party agrees to consult veitid to keep the other party hereto informed aggalar basis regarding the status of any
audit or proceeding. Seller and Buyer will coopenaith each other (and cause their respectiveiafi§is to so cooperate) in the conduct of
audit or other proceeding (including appeals) esldb Taxes and all other Tax matters relatingnéoTtransferred Subsidiaries or their
respective assets or businesses, and each willitexand deliver such powers of attorney and otbeunhents as are reasonably necessary to
carry out the intent of this Agreement. The paeguesting cooperation under this Section 6.&%({kyeimburse the other party for any
reasonable and actual out-of-pocket expenses rablgoncurred in furnishing such cooperation.

(b) Subject to the other provisions a$ tBection 6.5 Seller shall have the right to control, at itsno@xpense, any al
all audits and any and all subsequent proceediitfsraspect to (i) any Prélosing Tax Period or Straddle Period which if adedy resolvec
may reasonably be expected to give rise to an Ind&d Tax, (ii) any taxable period reflected o€ambined Tax Return, and (iii) solely for
the sake of clarity, any Taxes solely of Selleany of its Affiliates (other than the TransferraabSidiaries) not described in clauses (i) or
provided, however, that none of Seller or any of its Affiliates dhsdttle, compromise, or waive or fail to initiaiepursue any such
proceeding (or portion thereof) without the spexdifiior written consent of Buyer if such settlemewmpromise, waiver or failure would
cause any of Buyer or any of its Affiliates to mble for Taxes (other than Indemnified Taxes foiwak Buyer will be entitled to full and
complete indemnification by Seller notwithstandthg limitations contained in Section $%8d Section 9.1pfor which they would not have
been liable absent such settlement, compromiseewar failure. Buyer shall have the right to peipgate in such proceeding at its own
expense, and shall be entitled to control the digipm of any issue involved in such proceedingalitdoes not affect a potential liability of
Seller. Both Buyer and Seller shall be entitledeforesent their own interests in light of theip@ssibilities (including indemnity obligations)
for the related Taxes, at their own expense, inaardjt or administrative or judicial proceedinggadlving a Straddle Period. Except as
provided in this Section 6.%he provisions of Article 9including the provisions therein addressing setént authority, shall govern the
manner in which any Tax audit or administrativgualicial proceeding relating to Taxes is resolved.

SECTION 6.6 Tax Elections; Amended Returns; Refunds.

€)) Except in connection with an aud#taleed pursuant to Section .60 party or Affiliate of a party may amend a
Tax Return of a Transferred Subsidiary, or filaorend any Tax election of a Transferred Subsidiargach case, with respect to a Pre-
Closing Tax Period or Pre-Closing Partial Tax Peémathout the consent of Seller, which consentlsiatl be unreasonably withheld or
delayed.




(b) To the extent any determination ox Tiability of a Transferred Subsidiary, whetherths result of an audit or
examination, a claim for refund, the filing of am@nded Tax Return or otherwise, results in anynekfor credit of overpaid Indemnified
Taxes, Buyer shall promptly pay the amount of sieflind or credit that is received or applied far benefit of Buyer or its Affiliates (but
only to the extent that such overpaid Indemnifieads (i) have actually been paid by Seller or drthe® Transferred Subsidiaries (limited in
the case of any Transferred Subsidiary to paynmaatte by such Transferred Subsidiary prior to Clpsiaither directly or through indemn
payment to Buyer, and (ii) exceed any amount inetlids an asset in the Unaudited Interim Balancet$heespect of a Transferred
Subsidiary’s right to refund or credit of such quaid Indemnified Taxes), along with any interestially received or credited thereon, to
Seller upon receipt thereof by Buyer or its Affiéa.

(c) Except as provided in Section 6.6Buyer will be entitled to any refund (and inclodiinterest paid therewith) of
any Tax liability of the Transferred Subsidiaries.

SECTION 6.7 Treatment of Indemnification Paymeriey payment made by Buyer, Seller, or any of thespective Affiliates
pursuant to Article $hall, to the extent permissible under applicalgesLbe treated as an adjustment to the Purchase fBriall relevant Te
purposes.

SECTION 6.8 All Payments Net of Withholdingll payments made by Buyer (or any of its Affilia)go Seller (or any of its
respective successors or assigns) pursuant tAgneement shall be made net of any amounts reqtored withheld under applicable Law.

SECTION 6.9 Cooperation, Access to Information, and RecagteRtion.Seller and Buyer shall cooperate, and cause their
representatives and Affiliates to cooperate, astaitide extent reasonably requested by the othéy aconnection with the filing of all Tax
Returns, the making of any election related to Takee preparation for any audit by any Taxing Awitly, and the prosecution or defense of
any claim, suit or proceeding (including appead$ating to any Taxes or Tax Return concerning dh wespect to the Transferred Subsidic
or their respective assets or business. Such catipeishall include the provision to the other panpon request, as promptly as practicable,
of records and information which are reasonablgwaht to any such Tax Return, audit, litigatiorotiter proceeding and making employees
available on a mutually convenient basis to prowdditional information and explanation of any miatleprovided hereunder. The Seller and
Buyer and their Affiliates shall (a) retain all b@oand records with respect to Taxes of the TrarefeSubsidiaries (including Tax Returns)
relating to any taxable period beginning before@fmsing Date until the expiration of the statutdimitations for assessment of Taxes for
such respective taxable period, and (b) give thergbarty reasonable written notice prior to trandhg, destroying or discarding any such
books and records and, if another party so requaiftsv such party to take possession of such baakisrecords. The parties further agree
upon request, to use reasonable efforts to obtgirtartificate or other document from any GoverntakEntity or any other Person as may
necessary to mitigate, reduce or eliminate anytfakcould be imposed on the Transferred Subsatian that could be subject to indemnity
pursuant to item 7 of Section 6.2(egnd (ii) except to the extent contemplated by thjreement or otherwise required by Law, to refrai




from (and to cause their Affiliates to refrain frptmansferring any shares of stock in Questusquidiating Questus prior to January 1, 2009.
ARTICLE 7
CONDITIONS TO CLOSING

SECTION 7.1 Conditions to Obligations of Buyérhe obligations of Buyer to consummate the tramsastcontemplated by tt
Agreement will be subject to the fulfillment atfmior to the Closing of each of the following cotioins:

€)) No Proceeding®No judgment, injunction, order or decree of a &ownental Entity of competent jurisdiction st
be in effect which has the effect of making th@sactions contemplated by this Agreement illegadtberwise restraining or prohibiting the
consummation of such transactions.

(b) Governmental Consentall consents, approvals, orders or authorizatioos, and all material declarations,
filings and registrations with, any Governmentatifmnincluding all necessary approvals under appligable antitrust Laws, required to
consummate the transactions contemplated by thigelgent shall have been obtained or made, excéipé textent that the failure to obtain
such consents, approvals, orders or authorizatiots make such material declarations, filingsemistrations would not reasonably be
expected to have a Material Adverse Effect on ttem3ferred Subsidiaries or Buyer (for purposesisftlause, after giving effect to the
transactions contemplated hereby); providedwever, that Buyer shall be obligated to consummaterdwestictions contemplated by this
Agreement, notwithstanding the fact that the regiiin of the Equity Interests of the Transferredh8diaries may occur subsequent to the
Closing Date.

(c) Representations and Warranti€ke representations and warranties of Sellefostt in Article 3must have been
true and correct in all respects as of the datediemd must be true and correct in all respects & Closing Date as though made on ar
of the Closing Date (except for any such represiemz and warranties that, by their terms, spedk as of a specific date or dates, in which
case such representations and warranties needoobéytrue and correct on and as of such spedaitie or dates), except for inaccuracies of
representations or warranties the circumstancesgise to which, individually or in the aggregat® not constitute and would not
reasonably be expected to have a Material Adveifeetton the Transferred Subsidiaries (it beinganstbod that, for purposes of determir
the accuracy of such representations and warraafié$/aterial Adverse Effect” qualifications aradher materiality qualifications contained
in such representations and warranties shall reghsded), and Buyer shall have received a catédisigned by a duly authorized officer of
Seller to the foregoing effect.

(d) Performance of Obligations of Sell&eller must have performed in all material respatt covenants and
agreements required to be performed by it underAlgreement on or prior to the Closing Date, angiéBshall have received a certificate
signed by a duly authorized officer of Seller te thregoing effect.




(e Good Standing CertificateSeller must have delivered to Buyer certificaiE&overnmental Entities as to the
good standing of each Transferred Subsidiary.

® Transition Services Agreemer8eller must have executed and delivered to Baysunterpart of the Transition
Services Agreement, substantially in the form &igaichereto as Exhibit B

Resignation of Officers and Directoithose Persons holding the position of a direstafficer of any of the
Transferred Subsidiaries, in office immediatelyopto Closing, as to which Buyer shall requestegdrtresignations, will have resigned in
writing from such positions effective as of the §ita.

(h) Secretary Certificate of Sellduyer shall have received a certificate execbiethe Secretary or any Assistant
Secretary of Seller, dated the Closing Date, gantif as to (i) the good standing of Seller in that& of Delaware, (i) the effectiveness of the
resolutions required in order to authorize the aken, delivery and performance of this Agreemegnskeller and (iii) the effectiveness of the
Deed of Release and the non-existence of any amamdrthereto or waivers of any provisions thereof.

0] FIRPTA Certificate Buyer shall have received a certificate, signg&eéller under penalties of perjury,
substantially in the form attached hereto as ExI@bi

) Secretary Certificate of the Tramefel SubsidiariesBuyer shall have received a certificate execbtethe
Secretary or any Assistant Secretary of each Tearesf Subsidiary, dated the Closing Date, certifyan to (i) the good standing of such
Transferred Subsidiary in its jurisdiction of orgaation, (ii) the organizational documents of siichnsferred Subsidiary and (iii) in the case
of WFIL, the effectiveness of the Deed of Release the non-existence of any amendments theret@imens of any provisions thereof.

(k) Material Adverse EffeciNo event or events that individually or in theyeggate would reasonably be expected to
have a Material Adverse Effect on the Transferrelds&liaries shall have occurred after the datbisfAgreement.

()] Cash Held by Transferred Subsid&riBuyer shall have received evidence that the @gdeenet cash balance
held by the Transferred Subsidiaries equals at Teas Hundred Fifty Thousand United States Dol(@250,000).

(m) Reduction of Intercompany Debt andeédtAreClosing Date Actions Seller and its Affiliates shall have
completed all actions described in Section 5.0ith respect to clause (i) thereof, only if suctien was requested by Seller and approve
Buyer), and shall have provided Buyer with copiedacumentation effectuating such actions.

SECTION 7.2 Conditions to Obligations of Sellérhe obligations of Seller to consummate the trathmag contemplated by this
Agreement will be subject to the fulfillment atfmior to Closing of each of the following conditgn




€)) No Proceeding®No judgment, injunction, order or decree of a &ownental Entity of competent jurisdiction st
be in effect which has the effect of making th@sections contemplated by this Agreement illegaitberwise restraining or prohibiting the
consummation of such transactions.

(b) Governmental Consentall consents, approvals, orders or authorizatioos, and all material declarations,
filings and registrations with, any Governmentatifmnincluding all necessary approvals under appligable antitrust Laws, required to
consummate the transactions contemplated by thigekgent shall have been obtained or made, excéipe textent that the failure to obtain
such consents, approvals, orders or authorizatiots make such material declarations, filingsewistrations would not reasonably be
expected to have a Material Adverse Effect on 8éiée purposes of this clause, after giving effiecthe transactions contemplated hereby).

(c) Representations and Warranti€ke representations and warranties of Buyeras#t fn Article 4must have been
true and correct in all respects as of the datediemd must be true and correct in all respects & Closing Date as though made on ar
of the Closing Date (except for any such represiemz and warranties that, by their terms, spedk as of a specific date or dates, in which
case such representations and warranties needooéytrue and correct on and as of such spedaifi¢el or dates), except for inaccuracies of
representations or warranties the circumstancesgyiise to which, individually or in the aggregat® not constitute and would not
reasonably be expected to have a material advfesz en Buyer’s ability to consummate the trangact contemplated hereby (it being
understood that, for purposes of determining tleei@cy of such representations and warrantiematiériality qualifications contained in
such representations and warranties shall be disted), and Seller shall have received a certdisained by a duly authorized officer of
Buyer to the foregoing effect.

(d) Performance of Obligations by Buy&uyer must have performed in all material respaditcovenants and
agreements required to be performed by it underAgreement on or prior to the Closing Date, antie8eshall have received a certificate
signed by a duly authorized officer of Buyer to fbeegoing effect .

(e) Transition Services AgreemeBuyer must have executed and delivered to Salterunterpart of the Transition
Services Agreement.

® Secretatg Certificate Seller shall have received a certificate execbiethe Secretary or any Assistant Secre
of Buyer, dated the Closing Date, as to (a) thedggianding of Buyer in its jurisdiction of orgartima and (b) the effectiveness of the
resolutions required in order to authorize the aken, delivery and performance of this AgreemgnBlyer.




ARTICLE 8
TERMINATION
SECTION 8.1 TerminationThis Agreement may be terminated prior to the Qigsis follows:
@) in writing by mutual consent of tharies;

(b) by Seller, by written notice from Belto Buyer, if Buyer (a) fails to perform in anyaterial respect any of its
obligations contained in this Agreement requirebeémerformed on or prior to the Closing Date gmiiaterially breaches before Closing any
of its representations and warranties containgdisnAgreement, which failure or breach is not dungthin ten (10) Business Days after
Seller has notified Buyer of its intent to termim#tis Agreement pursuant to this Section 8.1(b)

(c) by Buyer, by written notice from Buyte Seller, if Seller (a) fails to perform in amaterial respect any of its
obligations contained in this Agreement requirebeégerformed on or prior to the Closing Date gmiaterially breaches before Closing any
of its representations and warranties containeatisnAgreement, which failure or breach is not dungthin ten (10) Business Days after
Buyer has notified Seller of its intent to termimdhis Agreement pursuant to this Section 8.]1(c)

(d) by Buyer, by written notice from Buiyte Seller, if any Governmental Entity (i) indieatthat it will impose
conditions to its approval of the transactions eonglated by this Agreement or does impose such) éndicates that it will file a suit, action
or other proceeding before a court or governmeagahcy seeking to restrain or prohibit, or to abttsamages or other relief in connection
with, the consummation of the transactions contatepl by this Agreement or does file such; or

(e) by either party by written noticetihe other party if the Closing has not occurredoprior to March 31, 2007 for
any reason other than delay or nonperformanceegpénty seeking such termination.

SECTION 8.2 Effect of Terminatiorin the event of termination of this Agreement parrgito this Article § this Agreement
will forthwith become void and there will be nolliéity on the part of any party to the other pautyder this Agreement, except for
obligations under Section 10.{Rublic Announcements), Section 1QNotices), Section 10.Amendments and Waivers), Section 10.5
(Expenses), Section 10.{@&overning Law), Section 10(@rbitration) and this Section 8,2all of which will survive the termination date.
Notwithstanding the foregoing, nothing containedhis Agreement will relieve any Party from liabylifor any breach of this Agreement.




ARTICLE 9
INDEMNIFICATION
SECTION 9.1 Indemnification

(@) Buyer and its Affiliates hereby agteendemnify Seller and its officers, directormpoyees, attorneys,
Subsidiaries and Affiliates (all such Persons bewiectively referred to as theSeller Indemnified Party ") against and to hold each of
them harmless from any and all damages, lossédjtles and expenses (including reasonable exgeokmvestigation and reasonable
attorneys’ fees and expenses in connection withaatipn, suit or proceeding) Pamages’) incurred or suffered by any Seller Indemnified
Party arising out of: (i) any Tax imposed on angrigferred Subsidiary for all taxable periods (@rplortion thereof) beginning after the
Closing Date (determined in accordance with Sedi@c)); (ii) the operation of the business of the Trarrsfé Subsidiaries on or after the
Closing Date; (iii) any breach of any representatio warranty of Buyer hereunder; and (iv) the érau willful misconduct of Buyer or any
its Affiliates.

(b) Seller and its Affiliates hereby agte indemnify Buyer and its officers, directorsymoyees, attorneys,
Subsidiaries and Affiliates (all such Persons beioitectively referred to as theBuyer Indemnified Party ”) against and to hold each of
them harmless from any and all Damages incurresiffiered by Buyer Indemnified Party arising ou{ipindemnified Taxes as defined in
Section 6.2 (ii) any breach of any representation or warraift$eller hereunder, (iii) the fraud or willful stdonduct of Seller or any of its
Affiliates, or (iv) provided that such Damages haet arisen from a breach by Buyer (and not byeBetf its obligations under the last
sentence of Section 6,9A) any operations of Questus at or prior to@esing or (B) any transactions relating to the erghip of Questus
any transactions to which Questus was a party evhigh it or its assets were bound, in each casedtcurred at or prior to the Closing.

SECTION 9.2 Notice of Claim; Third Party Claims.

(@) The party seeking indemnification enthis Article 9(the “Indemnified Party ”) agrees to give prompt notice (a
“Notice of Claim” ) to the party against whom indemnity is soughe (ttndemnifying Party ") of the assertion of any claim or the
commencement of any suit, action or proceeding & claim, suit, action or proceedingCdaim” ) in respect of which indemnity may
be sought under Section Sfhd will provide the Indemnifying Party with suetfarmation relating thereto that the Indemnifyirgrty may
reasonably request. Each Notice of Claim will canthe following: (i) a statement that the Indenmdf Party has incurred or suffered
Damages in an aggregate stated amount arisingduaim Claim (which amount may be the amount of dasatpimed by a third party in a
Third Party Claim (as defined in Section 9.2(h)and (ii) a brief description, in reasonableadefto the extent reasonably available to the
Indemnified Party), of the facts, circumstanceswents giving rise to the alleged Damages basd¢deomdemnified Party’s good faith belief
thereof, including the identity and address of Hrisgd-party claimant (to the extent reasonably kmé to the Indemnified Party) and copies
of any formal demand or complaint, the amount offiages, the date each such item was incurred a@rsdfind the specific nature of the
breach




to which such item is related. The failure to préiypotify the Indemnifying Party shall not relietiee Indemnifying Party of its obligations
hereunder, except to the extent such failure $tzalé adversely prejudiced the Indemnifying Party.

(b) Except as otherwise provided withpeas to Tax matters addressed in Articletlbe Indemnifying Party will have
the right, within 10 calendar days after writteriio® delivered to the Indemnified Party, to assdufleresponsibility for any Damages
resulting from any Claim asserted by any third pé&t which indemnification is available hereundar‘ Third Party Claim ") and to assun
the defense of such Third Party Claim, including émployment of counsel reasonably satisfactotiigdndemnified Party and the payment
of the fees and disbursements of such counséloviever, the Indemnifying Party declines or fallassume the defense of such Third Party
Claim on the terms provided above or to employ selireasonably satisfactory to the IndemnifiedyRamteither case within such 10-day
period, then the Indemnifying Party will pay thasenable fees and disbursements of counsel fondeennified Party as incurred. The party
that is defending a Third Party Claim (th®&fending Party”) will at all times use reasonable efforts to kelee party that is not defending a
Third Party Claim (the Non-Defending Party”) reasonably apprised of the status of the defefsey matter the defense of which the
Indemnifying Party has assumed and to cooperagedn faith with the Indemnified Party with resperthe defense of any such matter.

(c) The Non-Defending Party will have tight to participate at its own expense in allggedings. Each party shall
cooperate, and cause their respective Affiliatesotaperate, in the defense or prosecution of angdHarty Claim and shall furnish or cause
to be furnished such records, information andr@stiy, and attend such conferences, discovery pdoug® hearings, trials or appeals, as
may be reasonably requested in connection therewith

(d) The Defending Party shall obtain pier written consent of the Non-Defending Partyn{gh shall not be
unreasonably withheld) before entering into anyleseent of such Third Party Claim .

SECTION 9.3 Calculation of Damage3he amount of any Damages payable under SectiolyaHe Indemnifying Party shall
be net of any amounts recovered or recoverablaédyndemnified Party under applicable insurancé&jgd. The amount of Damages
attributable to Indemnified Taxes shall be reduogény Tax benefit actually realized by the Inddirdi Party or its Affiliates by virtue of
suffering such Damages and shall be increasedypyax detriment actually realized by the Indemmiflearty or its Affiliates by virtue of
receiving indemnification pursuant to this Arti@éle The amount of any Damages otherwise subjectdenmification under Section 9.1
shall also be reduced to the extent of any “Ungraied Cash Benefitéctually realized by the Buyer within one yeardaling the Closing
Date. The Buyer shall be deemed to have an Unpati&il Cash Benefit to the extent that, within ogaryollowing the Closing Date, the
Buyer or its Affiliates (i) actually receives cafsbm an asset that was not shown on the Unauditediin Balance Sheet but would have
properly been shown pursuant to GAAP, or (ii) alljuaalizes a reduction in cash outflow becauseattual amount of a Liability of a
Transferred Subsidiary is less than that showrherUnaudited Interim Balance Sheet.




SECTION 9.4 Rights Independent of Prior Investigatidine right of each party to indemnification, reiméement or other
remedy based upon any representations, warrantiespants and obligations of the other party heskall not be affected by any
investigation conducted with respect to, or anywkiedge acquired (or capable of being acquiredpgttene, whether before or after the
execution and delivery of this Agreement or thes@lg Date, by such party with respect to the aayuca inaccuracy of or compliance
with any representation, warranty, covenant orgation.

SECTION 9.5 Resolution of Notice of ClairRach Notice of Claim delivered by an Indemnifiedti?éo an Indemnifying Party
will be resolved as follows:

€)) With respect to a Claim that doesar@te out of a Third Party Claim, if, within 20leadar days after a Notice of
Claim is received by the Indemnifying Party, thddmnifying Party does not contest such Notice air@lin writing to the Indemnified Party
as provided in Section 9.5(b), then the Indemndy#arty will be conclusively deemed to have coregid the recovery by the Indemnified
Party of the full amount of the Damages specifrethe Notice of Claim and, without further notite have stipulated to the entry of a final
judgment for damages against the Indemnifying Plartguch amount in any court having jurisdictioreothe matter where venue is prog
With respect to a Third Party Claim, if the Indefgimig Party assumes the defense of such Third Fzein on the terms provided in Section
9.2(b)and employs counsel reasonably satisfactory tdnithemnified Party, then the Indemnifying Party vi# conclusively deemed to have
consented to the recovery by the Indemnified Pafrthe full amount of the Damages specified inlwice of Claim and, without further
notice, to have stipulated to the entry of a fjndlgment for damages against the Indemnifying Plartguch amount in any court having
jurisdiction over the matter where venue is pro

(b) If, (i) with respect to a Claim thatnot a Third Party Claim, the Indemnifying Padislivers the notice specified
Section 9.5(ayvithin the 20-day period specified or (ii) with pest to a Third Party Claim, the Indemnifying Patgclines or fails to assume
the defense of such Third Party Claim on the tgurosided in_Section 9.2(l)r to employ counsel reasonably satisfactory tdridemnified
Party, in either case within the 10-day period e in Section 9.2(l(a Claim described in either of the foregoing céug) and (ii), a
“Contested Claim” ), then such Contested Claim will be resolved iyegi(iii) a written settlement agreement executtedhe Indemnifying
Party and the Indemnified Party or (iv) in the atzgeof such a written settlement agreement, byifgnadrbitration between Indemnifying
Party and the Indemnified Party in accordance thi¢ghterms and provisions of Section 10.6

(c) If a Claim (including a Contested i@iais settled by a written settlement agreemestated by the Indemnifying
Party and the Indemnified Party“@ettled Claim” ), then the parties will resolve such Settled Clasprovided in such settlement
agreement.
SECTION 9.6 Disposition of Holdback Amourithe Holdback Amount shall be distributed as follows

€)) Upon the Final Determination (as héer defined) of a Claim against any Seller Indéyiimg Party prior to the
date that is the earlier of (i) March 31, 2008 &i)d




the date that Buyer files its annual report on Faf¥K for the fiscal year ended December 31, 200 the SEC (théFinal Holdback
Date” ), a portion of the Holdback Amount equal to theskr of the amount of the Claim as Finally Deteadior the entire amount of the
Holdback Amount shall be retained by Buyer andlsi@longer constitute part of the Holdback Amount.

(b) On the Final Holdback Date, (i) iEtle are no Claims pending against any Seller Indfging Party, a portion of
the Holdback Amount equal to the original amounthef Holdback Amount minus any amount retained byeB pursuant to Section 9.6(a)
shall be released to Seller and (ii) if there ang @laims pending against any Seller Indemnifyiagty, (A) a portion of the Holdback Amot
equal to the lesser of the aggregate amount of gectding Claims and the remaining balance of thielitbck Amount as of such date shall
not be released to Seller and remain subject tprihxsions of this Section 9uftil such time as all such Claims have been Rinall
Determined and (B) any remaining amount of the Haltk Amount after the application of subclauseg#all be released to Seller.

(c) Upon the Final Determination of angi@ referred to in Section 9.6(ba portion of the Holdback Amount equal
to the lesser of the amount of the Claim as Finatyermined or the entire amount of the Holdbackofint shall be retained by Buyer and
shall no longer constitute part of the Holdback Ami

(d) Upon the Final Determination of thstlremaining Claim referred to in Section 9.6(@)y remaining balance of
the Holdback Amount after application of Sectio6(B)to such Claim shall be released to Seller.

(e) For purposes of this Section Sa6Claim shall be deemed to bEihally Determined ” if (i) the Claim is a Settle
Claim or (ii) an arbitrator or court has renderadaavard or judgment of such payment in favor of @uyndemnified Party and such award or
judgment is not subject to appeal, or the timdifing an appeal therefrom has passed and no apysabeen filed. Buyer shall pay Se
interest at the rate per annum equal to the ratakpe on six (6) month certificates of deposit &tae from Citibank on the Closing Date w
respect to any portion of the Holdback Amount reéehto Seller; such interest shall accrue frontlesing Date through the date that such
portion of the Holdback Amount is released to Selle

SECTION 9.7 Assignment of ClaimH.the Indemnified Party receives any payment framindemnifying Party in respect of
any Damages pursuant to Section&ndl the Indemnified Party could have recoveredradl part of such Damages from a third party (a
“Potential Contributor” ) based on the underlying Claim asserted agaierdintiemnifying Party, the Indemnified Party shallign such
of its rights to proceed against the Potential @butor as are necessary to permit the IndemniffAagy to recover from the Potential
Contributor the amount of such payment, providedwever, that in the case of a Buyer Indemnified PartghsBuyer Indemnified Party
shall have no obligation to assigns such righBuifer determines in its reasonable discretiontihab so would be detrimental to a
material relationship between Buyer or any of itb$Sdiaries and such Potential Contributor.

SECTION 9.8 Claims Period The representations and warranties of SellefBanr contained in Article @nd Article 4of this
Agreement, respectively, and claims for indemntf@mafor Damages under this Articlea®ising from breaches of such




representations and warranties will survive thes@ig until the date that is fifteen (15) monthddaling the Closing Date; providetat,
the representation and warranties of Seller ini&e&4(Ownership of the Transferred Subsidiaries), Sac3id 2(Taxes), Section 3.13
(Employees) and Section 3.{RBenefit Plans) and claims for Indemnified Taxeslened in_Section 6.2hall survive until thirty (30) days
following the expiration of the applicable statotesimilar period of limitations (the Claims Period”). Notwithstanding the foregoing, if,
prior to the close of business on the last dayefGlaims Period, an Indemnifying Party is propedyified of a claim for indemnity
hereunder and such claim has not been finally veslobr disposed of at such date, such claim wiltioae to survive and will remain a
basis for indemnity hereunder until such claimingsfly resolved or disposed of in accordance whith terms hereof.

SECTION 9.9 Liability Cap. Subject to the provisions of the last sentencBauftion 6.3(dand the provisions of thBection 9.
below, the maximum aggregate amount of indemnityDf@mages to which the Seller Indemnified Partied the Buyer Indemnified
Parties may be entitled with respect to Claims uiS#etion 9.1(a)(iiijpnd _Section 9.1(b)(ii) respectively, shall be Seven Hundred
Thousand United States Dollars (US$700,000) {@eneral Liability Cap” ) and the maximum aggregate amount of indemnity for
Damages to which Buyer Indemnified Parties mayrigled with respect to Claims under Section 9.{Jshall be Two Million United
States Dollars (US$2,000,000) (tHeax Liability Cap” ); provided, however, that amounts payable with respect to all Claiinslfy
Determined in favor of any Buyer Indemnified Pgibycluding those under the General Liability Capalsbe aggregated for the purposes
of determining whether the Tax Liability Cap haghenet; providedurtherthat there shall be no maximum limit on the amafnt
indemnity for Damages (i) for Claims under Sec®f(b)(i) for Indemnified Taxes described in item 4 or iterof Bection 6.2(a) (i) for
Claims under Section 9.1(b){r Indemnified Taxes arising out of or relatingaiay action described in clauses (i), (i), (iv)(@y of
Section 5.1(cpr resulting from the Deed of Release or any adtideen pursuant to the Deed of Release or (iiilflaims under Section
9.1(b)(iv), and Damages for such Claims shall not be takienaiccount when applying the General Liability @aphe Tax Liability Cap
to Claims for other Damages. For the avoidanceoabt] Claims for Indemnified Taxes that are desatilm both Section 9.1(b)@nd
Section 9.1(b)(iishall be treated as described in Section 9.1(b)(i)

SECTION 9.10 Liability Thresholds Subject to the provisions of the last sentencBeaftion 6.3(diand the provisions of this
Section 9.1Melow, neither Buyer, on the one hand, nor Seltethe other hand, shall be liable to the other usetion 9.1(a)(i) or (iiipr
Section 9.1(b)(i) and (ii) respectively, unless the total amount of Damag#srespect to all Claims Finally Determined agaiBuyer or
Seller, as applicable, exceeds Twenty-Five Thoushritkd States Dollars (US$25,000) (thBasket Amount”), and once the amount of
Damages Finally Determined against Buyer or Sedleapplicable, in respect of such Claims excdezi8asket Amount, the Buyer or
Seller, as applicable, shall be entitled to recdlierentire amount of the Damages so determineel f@legoing provision shall not apply
any Damages (i) for Claims under Section 9.1(ldfiindemnified Taxes described in item 4 or iterof Bection 6.2(a) (i) for Claims
under Section 9.1(b)(fpr Indemnified Taxes arising out of relating tdians described in clauses (i), (ii), (iv) or (V) ®ection 5.1(cpr
resulting from the Deed of Release or any acti@angursuant to the Deed of Release or (iii) for




Claims under Section 9.1(b)(iv}or the avoidance of doubt, Claims for Indemuifieaxes that are described in both Section 9.2 (i
Section 9.1(b)(iishall be treated as described in Section 9.1(b)(i)

SECTION 9.11 Remedy Except for any equitable relief, including injuive relief or specific performance, to which argriy
hereto may be entitled, from and after the datedfethe indemnification rights provided in thistiéle 9will be the sole and exclusive
remedy of each Party hereto and each of their otispeAffiliates and their officers, directors, elapees, stockholders, agents or
representatives with respect to this Agreement,ranBarty shall be entitled to rescission of thee®gnent; providegdhowever, the
foregoing will in no way limit the rights of an lednified Party for any fraud or intentional miscantby a party in connection with this
Agreement, the documents executed in connecticawitr or the transactions contemplated hereby.

ARTICLE 10
MISCELLANEOUS

SECTION 10.1 NoticesAll notices and other communications required anptted under this Agreement will be in writing and
will be either hand delivered in person, sent psimile, sent by certified or registered first-clasail, postage pre-paid, or sent by
nationally recognized express courier service. Suatltes and other communications will be effectip@n receipt if hand delivered or
sent by facsimile, five days after mailing if ségtmail, and one day after dispatch if sent by egprcourier, to the following addresses, or
such other addresses as any party may notify tiex party in accordance with this Section 10.1:

if to Buyer:

LCC Wireless Engineering Services Limited ¢/o LG®rnational, Inc.
Attention: Peter A. Deliso, Esq.

7925 Jones Branch Drive

McLean, VA 22102

Fax: (703) 873-2900

with a copy
(not constituting notice) to:

Hogan & Hartson L.L.P.

Attention: Lorraine Sostowski, Esq.
Hogan & Hartson L.L.P.

555 13" Street, NW

Washington, DC 20004

Fax: (202) 637-5910




if to Seller, to:

Wireless Facilities, Inc.

Bridge Pointe Corporate Centre
4810 Eastgate Mall

San Diego, CA 92121

Attention: James Edwards, Secretary
Fax: (858) 228-2048

with a copy
(not constituting notice) to:

Morrison & Foerster LLP

12531 High Bluff Drive, Suite 100
San Diego, CA 92130-2040
Attention: Scott M. Stanton, Esq.
Fax: (858) 720-5125

SECTION 10.2 Amendments and Waivefsy provision of this Agreement may be amended aived if, but only if, such
amendment or waiver is in writing and is signedhie case of an amendment, by each party to thisekgent, and in the case of a waiver,
by the party against whom the waiver is to be ¢iffec No failure or delay by any party in exercigiany right, power or privilege
hereunder shall operate as a waiver thereof ndiratasingle or partial exercise thereof precladg other or further exercise thereof or
the exercise of any other right, power or privileGgcept as otherwise provided herein, the rightsremedies herein provided shall be
cumulative and not exclusive of any rights or refeggrovided by Law.

SECTION 10.3 ExpensesExcept as provided in Section 6.4(@osts and expenses incurred in connection withAbreement
and the transactions contemplated hereby shalalaehy the party incurring such cost or expense.

SECTION 10.4 Successors and Assigiitie provisions of this Agreement shall be bindipgm and inure to the benefit of the
parties hereto and their respective successorassigns; providedhowever, that no party may assign, delegate or otherwasesfer any
of its rights or obligations under this Agreemeiitheaut the consent of each other party hereto. Mbstanding the foregoing and anything
contained in this Agreement to the contrary, (ay@ishall have the right, in its sole discretiantransfer its rights and obligations under
this Agreement and/or the Equity Interests to @emtion or other entity directly or indirectly wheowned by Buyer and (b) either party
shall have the right, in its sole discretion, nsfer its rights and obligations under this Agreetiin connection with a merger of such
party with another Person or the sale of substintll of the assets of such Person.

SECTION 10.5 Governing LawThis Agreement shall be governed by and constm@géordance with the law of the State of
New York, without regard to the conflicts of lawles of such state.




SECTION 10.6 Arbitration. Except with respect to matters described in 8estb.1(fland 5.3(d) if a dispute arises between
the parties relating to the interpretation or perfance of this Agreement, with the exception of elaym for a temporary restraining order
or preliminary or permanent injunctive relief tg@n any breach or threatened breach hereof, sisgiutd shall be settled by a panel of
three arbitrators with such arbitration to be hieltlew York, New York, before JAMS/ENDDISPUTE os isuccessor and pursuant to the
JAMS Comprehensive Arbitration Rules and Procediresfect at that time, and judgment upon the awandered by the arbitrators rr
be entered in any court having jurisdiction therddff arbitrators must be knowledgeable in the sgbmatter at issue in the dispute. The
arbitrators shall make their decision in accordamitk the terms of this Agreement and applicable/La

Each party shall initially bear its own costs aeddl fees associated with such arbitration and Bagd Seller shall initially split the
cost of the arbitrators, but the prevailing partyany such arbitration (not including, however aatp involved in an arbitration initiated
under_Section 6.3(d)nless the other partyposition is determined by the arbitrators to Haeen unreasonable), shall be entitled to rec
from the other party the reasonable attorneys’, feests and expenses incurred by such prevailirty paconnection with such arbitration.

The decision of the arbitrators shall be final,yidled, however, that if either party is dissatidfigith the a decision of less than a
unanimous decision of the panel of arbitratorshalissatisfied party may appeal the final awarddoordance with JAMS’ Optional
Arbitration Appeal Procedures. The final award freitiner a unanimous arbitration panel or the JAMSpeal Procedures may be sued on
or enforced by the party in whose favor it runguity court of competent jurisdiction at the optidrite successful party. The rights and
obligations of the parties to arbitrate any dispetating to the interpretation or performanceho$ tAgreement or the grounds for the
termination thereof, shall survive the expiratigrtarmination of this Agreement for any reason.

The arbitrators shall be empowered to award spepéiformance, injunctive relief and other equitatémedies as well as damages,
but shall not be empowered to award punitive ormgdary damages or award any damages. The finaldasvall binding on the parties
and enforceable in accordance with the New Yorkweation on the Recognition and Enforcement of Adbiwards (9 U.S.C. Section 1,
et. seq.).

SECTION 10.7 Counterparts; Third Party BeneficiarieBhis Agreement may be signed in any number of caparts, each of
which shall be an original, with the same effecif éise signatures thereto and hereto were uposdhge instrument. This Agreement shall
become effective when each party hereto shall heagived a counterpart hereof signed by the otagy hereto. Except for the rights of
the Seller Indemnified Parties and the Buyer IndéathParties, n o provision of this Agreementritended to confer upon any Person
other than the parties hereto any rights or rensduéeeunder.

SECTION 10.8 Entire AgreemenfThis Agreement, including the Exhibits and Scheslhlereto, and the Non-Disclosure
Agreement by and between Seller and Buyer collelstigonstitute the entire agreement between thigegarith respect to the subject
matter of this Agreement and supersede all priceegents and understandings, both oral and




written, between the parties with respect to tHgexi matter of this Agreement, including, withdintitation, the letter of intent previously
executed by Seller and Buyer.

SECTION 10.9 CaptionsThe captions herein are included for convenienaefefrence only and shall be ignored in the
construction or interpretation hereof.

SECTION 10.10 Severabilitylf any provision of this Agreement, or the applioatthereof, is for any reason held to any extent
to be invalid, illegal or unenforceable, then temainder of this Agreement and the applicationetbewill nevertheless remain in full for
and effect so long as the economic and legal snbstaf the transactions contemplated by this Agesdrare not affected in any manner
materially adverse to any party hereto. Upon swgthrdghination that any provision is invalid, illegalunenforceable, the parties agree to
replace such provision with a valid, legal and ec#able provision that will achieve, to the maximertent legally permissible, the
economic, business and other purposes of suchgwavi

SECTION 10.11 Attorneys’ FeesSubject to Section 9.6should suit be brought to enforce or interprst part of this
Agreement, the prevailing party will be entitledrézover, as an element of the costs of suit ahdsidamages, reasonable attorneys’ fees
to be fixed by the court (including costs, experaas fees on any appeal). Subject to Section € prevailing party will be entitled to
recover its costs of suit, regardless of whethehsuit proceeds to final judgment.

SECTION 10.12 ConstructionThe parties hereto agree that they have been sgegsby legal counsel during the negotiation
and execution of this Agreement and the other agee¢s, certificates and documents contemplatetiibyAigreement and, therefore,
waive the application of any law, regulation, halglior rule of construction providing that ambigestin an agreement, certificate or
document will be construed against the party drgfuch agreement, certificate or document. Edehnenece herein to a law, statute,
regulation, document, agreement or contract willeemed in each case to include all amendmentstthéhen a reference is made in
this Agreement to Exhibits, Sections or Articlassts reference will be to an Exhibit, a Section iAaticle, respectively, to this Agreem:
unless otherwise indicated.

SECTION 10.13 No Joint VentureNothing contained in this Agreement will be deermedonstrued as creating a joint venture
or partnership between any of the parties heretoef as otherwise specified herein: (a) no partyyivirtue of this Agreement authorized
as an agent, employee or legal representativeyobtiner party; (b) no party will have the powerctmtrol the activities and operations of
any other and their status is, and at all timesamihtinue to be, that of independent contractath vespect to each other; (¢) no party will
have any power or authority to bind or commit attyeo party; and (d) no party will hold itself ot having any authority or relationshig
contravention of this Section 9.13

SECTION 10.14 Public AnnouncementsSubject to their respective legal obligationlfiding requirements of stock exchan
and other similar regulatory bodies), the partidsasnsult with one another regarding the timinglacontent of the initial public disclost
regarding this Agreement or the transactions coplat®d hereby to the financial community,




governmental entities, employees, customers ogéheral public and will use reasonable effortsgieea upon the text of any such
announcement prior to its release. Until the pattiave issued a press release announcing this rAgrgeén accordance with the preceding
sentence, no party will issue any announcementaienany public statement with respect to the tretiwess contemplated by this
Agreement without the prior consent of the othetypaxcept to the extent required by Law.

[ REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed by their respectuthorized officers
as of the day and year first above written.

LCC WIRELESS ENGINEERING SERVICES LIMITEI

By:

Name:

Title:

WIRELESS FACILITIES, INC.

By:

Name:

Title:

[SIGNATURE PAGE TO AGREEMENT]




Exhibit 10.20

SEVERANCE AND
CHANGE OF CONTROL AGREEMENT

This Severance and Change of Control Agreemengfe@ment) is effective as of July , 2007, between Wass Facilities, Inc. (* WFI)
and Laura Siegal (“ Siegd), as approved by WFI's Board Compensation Conamitt

A. Siegal is presently employed as \Reesident & Controller of WFI.

B. As consideration for Siegal’s agreatrte undertake and continue her duties and redpititiss in her role as Vice
President & Controller in light of the changingatimstances at the Company, WFI and Siegal des@etay into this Agreement to (i)
provide for the payment of severance compensati@idgal upon a termination without Cause, oriifithe event of a Change of Control, as
defined herein.

Therefore, in consideration of the promises anchtbual covenants contained below, and for othedgmnd valuable consideration, receipt
of which is hereby acknowledged, the parties agee®llows:

1. Vesting Upon Change of Contrélpon the closing of a transaction that constitat€hange of Control (as defined in
paragraph 3(a) below), the vesting of 50% of altktoptions and stock appreciation rights granbe8iegal under WFI's equity incentive
plans that as of the date of such Change of Coregrain unvested shall accelerate, to the extamipsible by law, notwithstanding and in
addition to any existing vesting provisions settidn such stock option, stock appreciation rigid/ar WFI equity incentive plan. On the one
year anniversary of such Change of Control or updmiggering Event (as defined in paragraph 3(ug whichever occurs sooner, t
remaining unvested portion of any stock options stodk appreciation rights shall immediately vest.

2. Severance PaymertsSiegal is (a) terminated without Cause (as dafim paragraph 3(c) below) or (b) voluntarily
resigns from WFI as a result of a Triggering Ev@stdefined in paragraph 3(b) below) after a Chzmigeontrol (as defined in paragraph &
below), then Siegal will be entitled to receivesatisfaction of all obligations (other than as pied in paragraph 1 above) that WFI may
to Siegal: (i) in the case of 2(a) hereof, seveeazampensation equal to nine (9) months of her balsey then in effect; or in the case of 2
hereof, severance compensation equal to nine (8jhm®f her base salary plus her maximum potebtinls amount for nine (9) months; in
either case, less applicable taxes and withholding; if needed by Siegal, (ii) her then-currergitheinsurance coverage, at the then current
employee cost, during the nine (9) month periotbfaihg a termination in the case of 2 (a) or durihg nine (9) month period following a
resignation in the case of 2(b). In addition, ia #vent that Siegal is terminated without Causey#sting of 100% of all stock options and
stock appreciation rights granted to Siegal undeit’8\vequity incentive plans that as of the datswfh termination remain unvested shall
accelerate, to the extent permissible by law, rtbstanding and in addition to any existing vestingvisions set forth in such stock option,
stock appreciation right and/or WFI equity inceatplan. The foregoing severance compensation,thiesitirance coverage and acceleration
of vesting will be conditioned upon Siegal’s exéoutof a separation agreement with a release ohslaeasonably satisfactory to WFI and
such severance compensation shall be paid in &diumgp sum payment promptly after Siegal’'s exenutif such separation agreement.




3. Definition of Change of Control and Triggering Even

(@) A Change of Control means: (i) thgusition by an individual person or entity or agp of individuals or entities acting
in concert, directly or indirectly, through onertsaction or a series of transactions, of more & of the outstanding voting securities of
WFI; (ii) a merger or consolidation of WFI with mto another entity after which the stockholderd\fl immediately prior to such
transaction hold less than 50% of the voting séiegrdf the surviving entity; (iii) any action ovent that results in the Board of Directors
consisting of fewer than a majority of Incumbentdgtors (“ Incumbent Directofsshall mean directors who either (A) are directof$VFI
as of the date hereof, or (B) are elected or notthtor election, to the Board with the affirmativetes of at least a majority of the Incumk
Directors at the time of such election or nomimatior (iv) a sale of all or substantially all dfet assets of WFI.

(b) A Triggering Event means (i) Siegdaésmination from employment; (ii) a material charig the nature of Siegal’s role or
job responsibilities so that Sie’s job duties and responsibilities after the Chaof€ontrol, when considered in their totality awlaole, are
substantially different in nature from the job @stiSiegal performed immediately prior to the Chawfg@ontrol; or (iii) the relocation of
Siegal’s principal place of work to a location obra that thirty (30) miles from the location Siegais assigned to immediately prior to the
Change of Control.

(c) “Cause” means (i) acts or omissiomsstituting gross negligence, recklessness orukitifisconduct on the part of Siegal
with respect to Siegal’s obligations or otherwiskating to the business of WFI; (ii) Siegal's makbreach of this Agreement or WFI's
standard form of confidentiality agreement; (iiig&al’s conviction or entry of a plea nblo contenderéor fraud, misappropriation or
embezzlement, or any felony or crime of moral tiwgé; (iv) Siegal’s failure to perform her dutiedaesponsibilities as Vice President and
Corporate Controller to the reasonable satisfaatfdhe Board after being provided with notice #afrand thirty (30) days opportunity to
remedy such failure; and (v) Siegal’'s willful negfl®f duties or poor performance. Notwithstanding foregoing, a termination under
subsection (v) shall not constitute a termination“Cause” unless WFI has first given Siegal writtetice of the offending conduct (such
notice shall include a description of remedial @i that WFI reasonably deems appropriate to awgle sffending conduct) and a thirty
(30) day opportunity to cure such offending condurcthe event WFI terminates Siegal’s employmertdar subsection (v), WFI agrees to
participate in binding arbitration, if requested®iggal, to determine whether the cause for tertisinavas willful neglect of duties or poor
performance as opposed to some other reason thatndd constitute Cause under this Agreement.

4, General ProvisionsExcept as set forth in this Agreement, the termthefOffer Letter remain unchanged. Nothing in this
Agreement is intended to change the at-will natiir8iegal’s employment with WFI. This Agreement ahd Offer Letter, including the
Additional Terms and Conditions attached theretbthie Proprietary Information and Innovations Agneat signed by Siegal, constitute the
entire agreement between Siegal and WFI with regpefiegal’'s employment with WFI. No amendmentrmrdification of the terms or
conditions of this Agreement shall be valid unleswriting and signed by the parties.

5. Compliance with Section 409A of the Coddis Agreement is intended to comply with Secd®®A of the Code (or any
regulations or rulings thereunder), and shall bestroed and interpreted in accordance with su@ntniNotwithstanding anything to the
contrary in this Agreement, WFI, in the exercisét®®ole discretion and without the consent ofj8ig(a) may amend or modify this
Agreement in any manner in order to meet the requénts of Section 409A of the Code as amplifiedry Internal Revenue Service or U.S.
Treasury Department guidance and (b) shall havakigority to delay the payment of any amountser t




provision of any benefits under this Agreementi® éxtent it deems necessary or appropriate to lgomigh Section 409A(a)(2)(B)(i) of the
Code (relating to payments made to certain “keyleyges” of certain publicly-traded companies) aplified by any Internal Revenue
Service or U.S. Treasury Department guidance asd&€ins appropriate or advisable. In such eventaamunts or benefits under this
Agreement to which Siegal would otherwise be eaditiuring the six (6) month period following Siegdérmination of employment will be
paid on the first business day following the exgiina of such six (6) month period. Any provisiontbfs Agreement that would cause the
payment of any benefit to fail to satisfy Sectid@®A of the Code shall have no force and effectl amiended to comply with Code Section
409A (which amendment may be retroactive to therexpermitted by the Code or any regulations dngsl thereunder).

Laura Siegal
Dated:

Wireless Facilities, Inc.
Dated: By:

Eric DeMarco, Chief Executive Offict




List of Subsidiaries

Exhibit 21.1

Subsidiary Name Domicile
Wireless Facilities, Inc./Ent Delaware
Wireless Facilities International, Spain S Spain
Wireless Facilities International Singapore PTE L Singapore
Wireless Facilities International Hong Kong Limit Hong Kong
Wireless Facilities California, In California
WEFI Uruguay S.A Uruguay

WEFI UK Limited

WEFI Texas, Inc

WEFI Southwest L.F

WFI NMC L.P.

WFI NMC Corp.

WFI India Private Limitec

WEFI Government Services, In

WFI Georgia Inc

WEFI Delaware Inc

Secure Planet, In

Posinet, Inc

Madison Research Corporati

JMA Associates, Inc (dba TLA Associatt
EyeVelocity, Inc.

Defense Systems, Incorpora

Bejing Wanfeng United Wireless Technology Consgli®o. (dba WFI Ching

United Kingdom
Texas
Texas
Texas
Delaware
India
Delaware
Georgia
Delaware
Delaware
Delaware
Alabama
Delaware
Washingtor
Virginia
China




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated September 10, 266@mpanying the consolidated financial statemant managemestassessme
of the effectiveness of internal control over fingh reporting included in the Annual Report of dless Facilities, Inc. on Form 10-K for the
year ended December 31, 2006. We hereby consém incorporation by reference of said reportthaRegistration Statements of Wirel
Facilities, Inc. on Forms S-3 (File No. 333-53004, 333-71618, No. 333-74108 and No. 333-112956Farm S-4 (File No. 333-112957)
and on Forms S-8 (File No. 333-90455, No. 333-54808 333-71702, No. 333-91852, No. 333-116903, 383-124957 and No. 333-
127060).

/sl GRANT THORNTON LLF
Los Angeles, Californii
September 10, 20(




Exhibit 23.2
Consent of Independent Registered Public Accountingirm

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

We consent to incorporation by reference in regigin statements No. 333-53014, No. 333-71618,398-74108, and No. 333-112956
on Form S-3; No. 333-112957 on Form S-4; and N8-33455, No. 333-54818, No. 333-71702, No. 333-218&®. 333-116903, No. 333-
124957, and No. 333-127060 on Form S-8 of Wirelesdlities, Inc. of our report dated March 24, 208%cept for the 2004 related
information in Notes 2 and 4, which is as of Segien0, 2007, with respect to the consolidateestants of operations, stockholders’
equity, and cash flows of Wireless Facilities, land subsidiaries for the year ended December@®¥,2vhich report appears in the
December 31, 2006 Annual Report on Form 10-K ofeléss Facilities, Inc.

As discussed in Note 2 to the consolidated findrst&ements, the consolidated financial statemfenthe year ended December 31,
2004 have been restated.

/sl KPMGLLP
San Diego, Californi:
September 10, 20(




EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICERPURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002
I, Eric M. DeMarco, certify that:
1. | have reviewed this annual report on Fof¥Klof Wireless Facilities, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facnoit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial stateémend other financial information included iistreport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4.  The registrant’s other certifying officergg)d | are responsible for establishing and maiirtgidisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@) Designed such disclosure controls and puresg or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predéntthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyéhis report based on such
evaluation; and

(d) Disclosed in this report any change in thgisteant’s internal control over financial repogithat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual i¢ploat has materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reporting;dan

5. The registrant’s other certifying officer@)d | have disclosed, based on our most recehtatian of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing equivalent
functions):

(@) All significant deficiencies and material akmesses in the design or operation of internairebaver financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize abrt financial information; and

(b) Any fraud, whether or not material, that ilmess management or other employees who have dis@ntirole in the registrant’s
internal control over financial reporting.

Date: September 11, 20i
/s/ ERIC M.D EM ARCO

Eric M. De Marcc
Chief Executive Officer and Preside




EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O SECTION 302 OF THE SARBANESOXLEY ACT OF 2002
I, Deanna H. Lund, certify that:
1. | have reviewed this annual report on Fof¥Klof Wireless Facilities, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facnoit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial stateémend other financial information included iistreport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4.  The registrant’s other certifying officergg)d | are responsible for establishing and maiirtgidisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act
Rules 13a-15(f) and 15d-(f))for the registrant haste:

(@) Designed such disclosure controls and puresg or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control ovearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and predéntthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyéhis report based on such
evaluation; and

(d) Disclosed in this report any change in thgigteant’s internal control over financial repangithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the i®tgant’s internal control over financial reportirand

5. The registrant’s other certifying officer@)d | have disclosed, based on our most recehtatian of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing similar functions):

(@) All significant deficiencies and materialak@esses in the design or operation of internairebaver financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize abrt financial information; and

(b) Any fraud, whether or not material, that ifmess management or other employees who have dis@ntirole in the registrant’s
internal control over financial reporting.

Date: September 11, 20!

/s/ DEANNA H. LUND
Deanna H. Lunt
Chief Financial Offel




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 18 U.S.C SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Wirelesgilies, Inc. (the “Company”) on Form 10-K for tliscal year ended December 31,
2006 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), I, Eric MeMarco, Chief Executive Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®b0, as adopted pursuant to Section 906 of tHeaSas-Oxley Act of 2002, that to my
knowledge:

1. The Report fully complies with the requirms of Section 13(a) or 15(d), of the SecuritigsHange Act of 1934; and

2.  That the information contained in the Refairly presents, in all material respects, thmficial condition and results of
operations of the Company.

Date: September 11, 2007

WIRELESS FACILITIES, INC.

/s/ ERIC. M. DEMARCC
Chief Executive Office




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 18 U.S.C SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Wirelesgilties, Inc. (the “Company”) on Form 10-K for tliscal year ended December 31,
2006 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), |, Deahhndund, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®b0, as adopted pursuant to Section 906 of tHeaSas-Oxley Act of 2002, that:

1. The Report fully complies with the requirmmis of Section 13(a) or 15(d), of the SecuritigsHange Act of 1934; and

2. That the information contained in the Repairly presents, in all material respects, thmficial condition and results of
operations of the Company.

Date: September 11, 2007

WIRELESS FACILITIES, INC.

/s/ DEANNA H. LUND
Chief Financial Officel




