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o  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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BSQUARE CORPORATION

FORM 8-K

May 12, 2005

Item 1.01  Entry into a Material Definitive Agreement.

Effective upon approval by the shareholders of BSQUARE Corporation (the �Company�) at the Company�s 2005 Annual Meeting of Shareholders
held on May 12, 2005, the Company adopted amendments to both its existing amended and restated stock option plan and its existing Board of
Directors compensation program.

Previously under the Company�s amended and restated stock option plan, the Company could grant incentive stock options (as defined in
Section 422 of the Internal Revenue Code of 1986, as amended) and non-qualified stock options to eligible employees, officers, directors and
consultants of the Company.  The amendments to the Company�s amended and restated stock option plan allow for awards under the plan to
eligible employees, officers, directors and consultants of the Company of stock appreciation rights and restricted and unrestricted stock, in
addition to incentive and non-qualified stock options.

The Company�s Board of Directors compensation program provides cash and stock option compensation to non-employees directors for serving
on the Board of Directors and committees thereof.  The amendments to the Company�s Board of Directors compensation program increase such
cash and stock option compensation as follows:

Previous As Amended

Cash Compensation:

Annual general retainer for serving on the Board of Directors $ 16,000 $ 20,000

Incremental annual retainer for the Chairman of the Board of
Directors $ 9,000 $ 10,000

Incremental annual retainer for directors also serving on the Audit
Committee $ 8,000 $ 10,000

Incremental annual retainer for directors also serving on any other
Committees $ 4,000 $ 5,000

In-person attendance fees No additional No change

Incremental fees for telephonic and other meetings beyond the typical
quarterly meetings No additional No change

(in shares) (in shares)
Stock Option Compensation:
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Independent director:
Initial grant 100,000 No change
Quarterly refresher grant 12,500 25,000

Chairman of the Board of Directors:
Initial grant 200,000 No change
Quarterly refresher grant 25,000 50,000
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

BSQUARE CORPORATION

Date: May 16, 2005 By: /s/ Scott C. Mahan
Scott C. Mahan
Vice President Finance
and Chief Financial Officer
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