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Item 1.01 Entry into a Material Definitive Agreement.
 

On May 18, 2005, the Compensation Committee of the Board of Directors of Wireless Facilities, Inc. approved the acceleration of vesting of all
unvested options to purchase shares of common stock of Wireless Facilities that are held by employees, officers and directors, and which have an exercise
price per share equal to or greater than $10.00. Options to purchase 2,044,487 shares of common stock are subject to this acceleration.  The exercise prices
and number of shares subject to the accelerated options were unchanged.  The acceleration is effective as of May 18, 2005, provided that holders of incentive
stock options within the meaning of Section 422 of the Internal Revenue Code of 1986, as amended, will be given the election to decline the acceleration of
an option if such acceleration would have the effect of changing the status of such option for federal income tax purposes from an incentive stock option to a
non-qualified stock option.

 
The acceleration of these options was undertaken to eliminate the future compensation expense that Wireless Facilities would otherwise recognize in

its consolidated statement of operations with respect to these options once the Statement of Financial Accounting Standards No. 123 (revised 2004) “Share-
Based Payment”, issued by the Financial Accounting Standards Board, becomes effective for reporting periods beginning in January 2006.  Assuming that no
holders of incentive stock options elect to decline the acceleration, the future expense that is eliminated as a result of the acceleration of the vesting of these
options is approximately $12.9 millio n (of which approximately $7.6 million is attributable to options held by executive officers and approximately $0.4
million is attributable to options held by directors).  The company will report the avoided future expense in its second quarter fiscal 2005 financial statements
as pro forma footnote disclosure, as permitted under the transition guidance provided by the Financial Accounting Standards Board.

 
In addition, because these options have exercise prices in excess of current market values (are “underwater”), they are not achieving their original

objectives of incentive compensation and employee retention. Wireless Facilities believes that the acceleration of these underwater options may have a
positive effect on employee morale and retention.

 
The table attached as Exhibit 99.1 summarizes the outstanding options subject to accelerated vesting.
 



Item 9.01 Financial Statements and Exhibits.
 
(c) Exhibits.
 

99.1                           Summary of Options Subject to Acceleration.
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 

 

WIRELESS FACILITIES, INC.
  
Date: May 24, 2005 /s/ James R. Edwards

 

 

James R. Edwards
 

Senior Vice President, General Counsel and Secretary
 
3

 
EXHIBIT INDEX

 
Exhibit Number

 
Description

Exhibit 99.1
 

Summary of Options Subject to Acceleration.
 
4



EXHIBIT 99.1
 

SUMMARY OF OPTIONS SUBJECT TO ACCELERATION
 

  

Aggregate number of
shares issuable upon

accelerated stock options
 

Weighted average
exercise price per share

 

      
Executive officers

 

1,207,812
 

$ 12.16
 

Directors
 

53,332
 

$ 14.86
 

All other employees
 

783,343
 

$ 11.61
 

Total
 

2,044,487
 

$ 12.02
 

 


