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ITEM 5: OTHER EVENTS.
 The Board of Directors (the “Board”) of Telos Corporation (“Telos” or “the Company”) has authorized management of the Company to commence the
process of planning for and, if appropriate, implementing the activities set forth below. Before any definitive action is undertaken in connection with such
authorization (including without limitation any issuance, redemption or exchange of any equity securities of the Company), further review and approval by the
Board is required.
 

The Company has noted in previous filings [see Form 10-Q for the period ending September 30, 2003 — “Reclassifications”] that its ability to successfully
restructure its debt obligations could affect the Company’s future operating results and that for a variety of reasons, the Company believes it will more likely than
not be unable to meet the redemption schedule set forth in the terms of the Company’s 12% Cumulative Exchangeable Redeemable Preferred Stock (“Public
Preferred Stock”).
 

In an effort to address its capital structure and the adverse impact of FAS150 (“Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity”), the Company intends to immediately engage such professional service providers it deems reasonable and appropriate to advise with
regard to such recapitalization. The Company contemplates that such engagement will include, but may not be limited to, consideration of a swap of all debt
instruments into common shares, the filing of an S-8 or other appropriate filings in order to issue the remaining authorized, but un-issued shares of Public
Preferred Stock or to take such other steps as may be recommended to facilitate such recapitalization. The Company will use its best efforts to reach a decision on
such recapitalization within 60 days. There is no assurance that any such transaction can or will be effected, or if effected what the form of such transactions
would be or when they might occur.
 

None of the Company’s present directors has any material financial interest in any holder of the Senior Redeemable Preferred Stock or the Senior
Subordinated Notes. Also, other than directors fees received for their service as members of the Board of Directors of the Company or fees for service as
members of the Company’s Proxy Board, none of the non-executive directors receive any consulting or advisory fees or other compensation from the Company or
any of its subsidiaries. Subject to further review, the full Board will continue to address the Company’s capital structure and any recommendations of the
professional service providers pertaining thereto.
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