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Item 1.02. Termination of a Material Definitive Agreement.

On October 19, 2006, Mercury Computer Systems, Inc. (the “Company”) prepaid in full two series of 7.30% senior secured notes due November 2, 2014
(the “Mortgage Notes”). The Mortgage Notes were issued in November 1999 in the original aggregate principal amount of $14,500,000, and were collateralized
by the Company’s corporate headquarters, which consists of two buildings in Chelmsford, Massachusetts. The terms of the Mortgage Notes contained, among
other provisions, financial covenants relating to the maintenance of an interest rate coverage ratio, certain leverage ratios and minimum consolidated net worth.

Since March 31, 2006, the Company had not been in compliance with certain of the financial covenants, and the Company elected to prepay the Mortgage
Notes instead of renegotiating the financial covenants with the holders of the Mortgage Notes. The amount paid by the Company in connection with the
prepayment of the Mortgage Notes equaled $10,462,769.51, which included the then outstanding principal amount of the Mortgage Notes plus (1) a prepayment
premium equal to $708,171.61, and (2) a waiver fee equal to $14,559.87 in consideration of the noteholders’ waiver through October 19, 2006 of the Company’s
non-compliance with the financial covenants.



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.
 

 MERCURY COMPUTER SYSTEMS, INC.
                             (Registrant)

Date: October 27, 2006  By: /s/ Robert E. Hult
  Robert E. Hult

  

Senior Vice President, Operations and
Finance, Chief Financial Officer


