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Wireless Facilities Reports Second Quarter Results

- Second Quarter Revenues Total $102.3 Million -
- Adjusted EPS From Continuing Operations of $.10 (Diluted)*
- GAAP EPS of $.02 (Diluted) Including Discontinued Operations and Asset Impairment Charges

SAN DIEGO, Aug 4, 2004 /PRNewswire-FirstCall via COMTEX/ -- Wireless Facilties, Inc. (WFI) (Nasdag: WFII) today reported results for the second quarter of fiscal year 2004. In addition, the Company announced that it intends to restate its financial statements filed on Form 10-K for the years 2000 through 2003 to accrue for certain foreign tax contingencies. The restatement
is the result of an extensive analysis by the Company that identified adjustments, which are required to properly state prior period financial statements. The restatement will not affect the Company’s reported current year operating results.

Revenues for the second quarter of fiscal 2004 increased 84% to $102.3 million from $55.5 million in the second quarter of fiscal 2003. Increased revenues in the second quarter were the result of significant increases in the Company's international operations as well as increases in activity with Western Wireless, T-Mobile, and Sprint in the US. In addition, the acquisition that
created the government network services division in the first quarter of 2004 also contributed to second quarter year over year revenue growth.

Operating income for the second quarter of 2004 was $8.9 million. Adjusted net income from continuing operations, excluding the impact of an investment asset impairment charge of $3.1 million, was $7.3 million and adjusted EPS from continuing operations was $.10 (diluted). Net income from continuing operations including the impact of the asset impairment charge was $4.2
million or $.06 per share (diluted). Net income including the impact of both the asset impairment charge and the discontinued operations charge of $2.5 million was $1.7 million or $.02 per share (diluted).

During the second quarter of 2004, the Company made the decision to divest its Scandinavian network management business. This resulied in a one time operations charge of $2.5 million primarily related to contractually mandated employee severance costs that were incurred to prepare the unit for sale. All prior period results from the
Scandinavian operation will be reclassified to conform to the current year presentation as a discontinued operation. The investment asset impairment charge of $3.1 million relates to a 2001 investment in a privately-held technology company that was accounted for under the cost method. Based upon recent developments, the Company determined that it is unlikely to recover
the carrying value of the investment.
The restatement of prior year financial statements is the result of the Company's recent analysis of contingent tax liabilites primaril in foreign jurisdictions. These tax contingencies were generated in prior years and require adjustments to properly state prior year financial statements. The preliminary estimate of the impact of the adjustments is between approximately 3 - 89 of
net income or loss for any given year from 2000 to 2003 for an aggregate increase of expenses of $10 million to $12 million. In addition, the Company intends to consider recording other adjustments related to various financial statement accounts that were identified in prior years but not recorded at the time based on the judgment that such amounts were immaterial. Since the
restatement will change the opening balances of certain balance Sheet accounts for 2004 and the restatement process is not yet complete, the Company is currently unabie to present prior year comparative data. Accordingly, the Company intends to delay the fiing of its Form 10-Q for the period ending June 30, 2004 unil the amended Form 10-K/A for 2003 s filed. The
Company expects to make such filings within two months. All other normal closing procedures have been completed for the quarter ended June 30, 2004. The adjustments referred to in this announcement are preliminary estimates and the Company expects to report final results when it files its Form 10-K/A. A detailed description of the restatement and other adjustments and
‘amounts will be contained in the Form 10-K/A.

“In the second quarter, we continued to benefit from subscriber, minutes of use, and data growth in the wireless industry, combined with the continuing trend on the part of the major carriers to outsource their design, deployment, and technology upgrade activities. With our focus on diversifying our U.S. customer base and capturing significant new international business in both
Europe and Latin America, we were able to grow our wireless network services business by 65% year over year. In addition, as we indicated we would do last quarter, we were able to make substantial improvements in our operating margin,” said Eric M. DeMarco, President and CEO of WFI.

“Looking out to the remainder of 2004 and into 2005, we believe that the market for our services will continue to remain firm as the primary factors contributing to strong second quarter results -- outsourcing and network investment trends by the cariers -- are likely to continue. In addition, our business in our two other vertical markets, enterprise and government, also remains
fundamentally sound. Specifically related to our outlook for the balance of 2004, while our revenue guidance remains within the range previously provided, a slightly different geographic mix of revenues combined with substantially higher than expected accounting and consulting costs related to compliance with the Sarbanes-Oxley legislation adopted by Congress last year,
has caused our adjusted earnings guidance to be lower than previously anticipated. Fortunately, the bulk of the nearly $2 million we expect to spend in compliance costs in 2004 will not be recurring in 2005."

“In April | became CEO of WFI and Deanna Lund joined as CFO and Jim Edwards as General Counsel shortly thereafter. In the course of a detailed financial review of each of our operations, we became aware of certain issues that the Board and the Executive Management team believed needed to be addressed. We have moved quickly to deal with the issues and have taken
the corrective actions we believe are necessary. We are all commited to continuing to build this Company in a manner in which all of our employees and shareholders can be proud. Fortunately, none of the issues we identified affects the fundamentals of our business, our prospects for the future, and most importantly, the integriy of our current financial statements.”

“As the largest RF engineering company in the US with approximately 2100 employees, we remain extremely well positioned to be a leader in the market for designing, building, and optimizing wireless networks. The entire management team remains energized by the opportunity in front of us and committed to building long term value for our shareholders," DeMarco concluded.

The following financial outlook for the Company represents management's expectations about the Company's future financial performance based on information currently available.

Fiscal 2004
Third Quarter Adj ust ed GAAP
Full Year Full Year
(1 ncl udi ng
Di scont i nued
Qper at i ons)
Revenue $100- $105 $405- $415 $405- $415
mllion mllion milion
EPS (dil ut ed) $.09 $.37-5.38 $.29-5.30
Effective tax rate 19% 19% 21-22%
Diluted Shares ~ 76 nmillion ~ 76 million ~ 76 million

*Adj usted to exclude the impact of asset inpairments or discontinued
operati ons
WFI will hold a conference call to discuss second quarter results today at 1:30 p.m. Pacific Time. The call will webcast over the Internet and can be accessed through WFI's website at www.wfinet.com. A replay of the call will be available from 4:30 p.m. Pacific Time on August 4 through 4:30 p.m. Pacific Time on August 18 by dialing (800) 633-8284 Reservation #21202594.

About Wireless Facilites, Inc.

Headquartred in San Diego, CA, Wreles, Faciles, nc s an independent provider of systems engineering, nework servies an techricaloutsourcing for the workd's argest witless carfers, enerprise customers and fr government agencies. The company provides the design,deploymen, iniegraton, and the overall management of wired and wireless netvorks which
deliver voice and data communication, and which support advanced Security systems. WF has performed work in over 100 countries since its founding in 1994. News and information are available at www.winel

Notice Regarding Forward-Looking Statements

This news release contains certain forward-looking statements including, without limitation, expressed or implied statements concerning the Company’s expectations regarding future financial performance and market developments that involve risks and uncertainties and the anticipated timing and content of the Company's restated financial statements for fiscal years 2000,
2001, 2002 and 2003, Such statements are only predictons, and the Company's acual esults may difer materilly. Factors that may cause the Company' resuls (o difer materially incude, but are ot lmied to:risks hat thereview of rir year financial satements vill resut in adjusiments, uhich may be material, tha the Company does not curtenty anicipate iks that the
feview and Mg of our estaie financial talements may not be complted I accordnce wilh wur expeciatios 2510 Ilmmg s associated wil our anicpsted filure o fle timely ur quarery report on Forn 10-Q: ks assocaied with the sucsessiul negsaton f he Gavernment Network Sences Divison snd the comperies withnthe Entepries Netwrk S

Division; the Company's inability to win federal government contracts or achieve the synergies o benefits expected fror jons; changes in the budgets of U.S. government customers upon which the Government Network Services Division is dependent; changes in the scope or timing of the Company’s wireless networks projects which could effect re

profitabity; owonne nelocammunicators scruenre spending in the United States and globally, which could delay etwork Geployment and reduce deman 1 the Company's sendcess the tming, rescheduling or Cancelation of significant ueiomer ot and agreements; and changes in the Company's effective income tax rate. A complete descripion. e
Company's risk factors are more fully discussed in the Company's Annual Report on Form 10-K filed on March 8, 2004 and in other filings made with the Securities and Exchange Commission

Note Regarding Use of Non-GAAP Financial Measures

Certain of the information set forth herein, including *adjusted EPS" and *adjusted net income" are considered non-GAAP financial measures. The Company believes this information is useful to investors because it provides a basis for measuring the Company's available capital resources, the operating performance of the Company's business and the Company's cash flow,
excluding non-cash items that would normally be included in the most directly comparable measures calculated and presented in accordance with generally accepted accounting principles. The Company's management uses these non-GAAP financial measures along with the most directly comparable GAAP financial measures in evaluating the Company's operating
performance and capital resources and cash flow. Non-GAAP financial measures should not be considered in isolation from, or as a substitute for, financial information presented in compliance with GAAP, and non-financial measures as reported by the Company may not be comparable to similarly titled amounts reported by other companes.
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W RELESS FACILITIES, |NC.
Consol i dated Statements of Cperations
For the three and six months ended June 30, 2004

(Unaudi t ed)
(inmilions, except per share amounts)
Three Mnths  Six Mnths
Ende Ended
6/30/04 6/30/04
Revenues $102.3 $199. 1
Cost of revenues 78.8 154.2
Goss profit 235 44.9
Selling, general and admnistrative expenses 13.8 27.5
Reversal of provision for doubtful accounts (0.4) (0.7)
Depreci ati on and anor i zati on 12 2.4
rating | ncome 8.9 15.7
Qher income (expense), net (3.0) (2.3)
Incone from conti nui ng
operations before incore taxes 5.9 13.4
Provision for income taxes 17 3.2
Incoe from conti nui ng oper ati ons 42 10.2
Loss from di sconti nued operati ons,
net of taxes (2.5) (2.7)
Net Income $1.7 7.5
Basi ¢ earnings (10ss) per common share:
Income from conti nui ng operati ons $0.06 $0.15
Loss from di scont i nued
operations, net of laxes (0.04) (0.04)
Net i ncone $0.02 $0.11
Diluted earnings (10ss) per common share:
Incone from conti nui ng oper ati ons $0.06 $0.14
Loss from di sconti nued
operations, net of taxes (0.04) (0.04)
Net i ncome $0.02 $0.10
Véi ghted average common shares out st andi ng
Basi ¢ 68.3 66.2
0l uted 75.5 76.2

WRELESS FACILITIES, INC.
Adj usted Net Income From Continuing Cperations
Excluding Asset | npairment Charges

udi t ed)
(in nillions, except per share amounts)
Three Nonths Six Months
nded Ended
6/30/ 04 6130/ 04
Revenues $102.3 $199. 1
Cost of revenues 78.8 154.2
Goss profit 235 44.9
Selling, general and adninistrative expenses 13.8 21.5
Reversal of provision for doubtful accounts (0.4) (0.7
Depreci ation and anorti zati on 12 2.4
Cperating | ncome 8.9 15.7
Qher incore, 01 0.8
I'ncome from conti nuing
operations before income taxes 9.0 6.5
Provision for income taxes 1.7 3.2
Net incone from continuing operations $7.3 $13.3
Basi ¢ earnings per common share:
Income from continuing operations $0.11 $0.20
Diluted earnings per common share:
I'ncome from continuing operations $0.10 $0.17
Vei ght ed average common shares out standi ng
Basi ¢ 68.3 66.2

Diluted 75.5 76.2
The above adj usted anounts reflect the elimination of the asset
impai rment charge of $3.1 mllion and the associated tax benefit. Since
the inpairment loss is expected to be capital in nature for tax purposes,
and there are no foreseeabl e future capital gains, no tax benefit was
provided for this item
WRELESS FACILITIES, INC.
Reconci | iation of GAAP Net Income to Adjusted Net Income From Continuing
Qperati ons
Excluding Asset |npairment Charges
(naudi ted)
(inmilions, except per share data)
Three Months Ended
June 30, 2004
GMP  Adjustments Adjusted
s 2

Revenues $102.3
Cost of revenues 78.8 78.8
Goss profit 235 2.5
Selling, general and administrative
expen 13.8 -- 13.8
Reversal of provision for doubtful
account s (0.4) (0.4)
Depreci ation and anorti zation 12 1.2
Qperating I ncome 8.9 8.9
Quher income (expense), net (3.0) 01
I'ncome from conti nuing ﬂpevallw\s
before i ncome taxes 5.9 9.0
Provision for income taxes 17 17
Income from continuing operations 4.2 7.3

Loss from di scontinued operations,
net of taxes (2.5)




Net | ncome $1.7 $(5.6) $7.3
Basi ¢ earnings (10ss) per common

share:
I'ncome from continuing operations  $0.06 $(0.05) $0.11
Loss from di sconti nued operations,
net of taxes (0.04) (0.04) --
Net i ncome $0.02 $(0.08) $0.11
Diluted earnings (loss) per comon
share:
I'ncome from continuing operations  $0.06 $(0.04) $0.10
Loss from di scontinued operations,
net of taxes (0.04) (0.04) --
Net income $0.02 $(0.08) $0.10

Vei ghted average common shares
out standi ng
Basic 68.3 68.3 68.3
Diluted 75.5 75.5 75.5
The above adjusted amounts reflect the elimnation of the asset inpairment
charge of $3.1 mllion and the associated tax benefit. Since the
impairment oss is expected to be capital in nature for tax purposes, and
there are no foreseeable future capital gains, no tax benefit was provided
for this item
WRELESS FACILITIES, |
Reconciliation of GAAP Net Income to Adjusted Net Income From Continuing
rations
Excl uding Asset |npairment Charges
Unaudi t ed)
(innillions, except per share data)
Six Mnths Ended
June 30, 2004
Adj ustment's  Adj ust ed
s $199.1

Revenues $199.1
Qost of revenues 154.2 154.2
Goss profit 44,9 44.9

Selling, general and adninistrative
expenses 27.5 - 275

Reversal of provision for doubtful
accounts (0.7) (0.7

Depreci ation and anorti zati on 2.4 2.4
Qperating I ncone 15.7 15.7

Qher income (expense), net (2.3) (3 0.8
I'ncome from continuing operations
before income taxes 13.4 (3.1) 16.5

Provision for income taxes 3.2 - 3.2

Incomre from continuing operati ons 10.2 (3.1) 13.3

Loss from di sconti nued operations,
net of taxes (2.7) (2.7) -

t I ncome $7.5 $(5.8) $13.3

Basic earnings (Ioss) per commn
shar e:

I'ncome from continuing operations  $0.15 $(0.05) $0.20
Loss from di sconti nued operati ons,

net of taxes (0.04) (0.04) -
Net i ncome $0.11 $(0.09) $0.20

Diluted earnings (loss) per commn
shar e:

I'ncome from continuing operations  $0.14 $(0. 04) $0.17
Loss from di sconti nued operations,

net of taxes (0.04) (0.04) --
Net i ncone $0.10 $(0.08) $0.17

Véi ghted average comon shares
out st andi ng
Basic 66.2 66.2 66.2
Diluted 76.2 76.2 76.2

The above adjusted amounts reflect the elimination of the asset impairment charge of $3.1 million and the associated tax benefit. Since the impairment loss is expected to be capital in nature for tax purposes, and there are no foreseeable future capital gains, no tax benefit was provided for this item.

SOURCE Wireless Faciltes, Inc.
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