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Item 1.01. Entry into a Material Definitive Agreement.

On June 22, 2005, the Board of Directors of Shells Seafood Restaurants, Inc. (the “Company”) approved certain
compensation arrangements with respect to certain members of its Board of Directors as described below.

The Company’s Board of Directors approved cash compensation to its non-employee board members in the amount of
$10,000 annually per non-employee board member. The cash compensation is to be paid for services rendered in
connection with the board members’ service as directors of the Company. The compensation is to be retroactively
applied to June 22, 2005 (the date of the Company’s Annual Meeting of Stockholders at which each such
non-employee director was re-elected to the Board), payable ratably by fiscal quarter with the first payment to be
prorated and paid upon the end of the 2005 third fiscal quarter.

In connection with the Company’s endeavors to appoint an independent financial expert to serve as chairperson of the
Company’s Audit Committee (“Audit Chairperson”), the Company’s Board of Directors approved compensation to be
paid to the future-appointed independent Audit Chairperson, in addition to the cash compensation described in the
above paragraph, as follows: (i) cash compensation of $10,000 annually, payable ratably by fiscal quarter with the
first payment to be prorated and paid upon the end of the 2005 third fiscal quarter and (ii) options to acquire 30,000
shares of the Company’s Common Stock in accordance with the Company’s 2002 Employee Incentive Plan.

The remaining components of non-employee director compensation policy remain unchanged from those described in
the Company’s Proxy Statement for its 2005 Annual Meeting of Shareholders.

Item 9.01. Financial Statements and Exhibits.

(c)          Exhibits

None.
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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.

SHELLS SEAFOOD RESTAURANTS, INC.
(Registrant)

By: /s/ Warren Nelson
       Name: Warren Nelson
       Title: Chief Financial Officer

Dated: July 11, 2005
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