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Who we аге· 
QinetiQ is а leading science and engineering company operating 
primarily in the defence, security and critical infrastructure markets. 
We аге an information, knowledge and technology based company 
with the breadth and depth of more than б.ООО реорІе, including 
more than 3,000 scientists and engineers. 

What we off er 
We аррІу our strengths through three соге offerings to 
provide solutions to customers which аге increasingly relevant 
in today's rapidly changing security and economic environment. 

Technology 
We specialise in the creation of technology that is disruptive 
to give decisive advantage. 

Services and products 
Bringing together our own and others' technology and know-how 
to provide distinctive specialist services and products. 

Unique capability generation and assurance 
We аге integrated across the life сусІе, undertaking creative research 
and development, enabling test and evaluation and delivering 
operational readiness through training and rehearsal. We рІау а central 
гоІе in delivering capability generation and assurance for оuг customers. 

What we deliver 
Operational and competitive advantage 
These three соге offerings allow us to deliver operational 
advantage in the military context. ог competitive 
advantage in the commercial context. 

Cover photo 
Emma Jones. а Trials Conduct Graduate 
and colleagues conducting an air target 
integration flight at the MOD Hebrides air 
range, operated Ьу QinetiQ. 
Photograph taken Ьу: АІех Holt, Naval 
Architect Graduate. QinetiQ. 

This page 
Our пеw civil certified РС-21 aircraft at 
the Empire Test Pilots' School. 
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Strategic report І Who we are 

Strategic report 

Our inherent strengths 
- Deep domaiп kпowledge апd ехреrіепсе 
- Close customer relatioпships 
- Соге sсіепсе апd епgіпеегіпg expertise 
- Ability to develop апd maпage broad academic 

and industrial partnerships 

Кеу to our success 
ls to proactively understand our customers' current and future needs and to 
create and enable solutioпs at greater расе to meet current threats, adjaceпt 
threats апd emergeпt threats. 

ln simple terms 
Not only сап we develop cutting-edge technology and turn it into capability, 
we сап also tell you if that capability will work when it is critically пeeded, 
апd ensure you аге trained and operationally ready. 

f,i;;\ Visit the website at 
~ www.QinetiQ.com 

As а reminder 
Throughout this герогt, уеаг 
references (FYl 9, FYl 8, 2019, 
2018) refer to QiпetiQ's financial 
уеаг епdіпg 31 Магсh. 
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At а glance 
We offer our customers world-class 
expertise through our services and 
innovative technology-based products 

We deploy our scientific and 
technological knowledge, proven 
research capabilities and unique, 
purpose-built facilities to provide 
both services and products that 
meet the needs of а wide range 
of global customers. 

We operate primarily in the defence, 
security and critical infrastructure 
markets and our customers аге 
predominantly government 
organisations, including defence 
departments, as well as а growing 
number of commercial customers. 

The proportion of revenue from 
outside the UK has increased 
from 21% to 30% in three years. 

ЕМЕА Services 

Combines world-leading 
expertise with unique facilities 
to generate and assure 
capability. lt does this through 
capability integration, threat 
representation and operational 
readiness, underpinned Ьу 
long-term contracts that 
provide good revenue 
visibility and cash flows. 

f687.7m 
annual revenue 
(FYl 8: f:651.4m) 

5170 
totaf employees 
(FY18: 5,239) 

® Page44 
Operating review 

Revenue Ьу division (%) 
FY19 

Air & Space 

Whatwedo 
De-risk complex aerospace programmes 
Ьу testing systems and equipment, 
evaluating the risks and assuring safety. 

Approximate revenue 
f:180m 

Cyber, lnformation 
& Training 

Whatwedo 
НеІр government and commercial customers 
respond to evolving threats based on our 
expertise іп training, secure communication 
networks and devices, intelligence gathering 
and surveillance sensors, and cyber security. 
Our strategic investment in lnzpire is 
reported through this business. 

Approximate revenue 
f:l20m 
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Revenue Ьу destination country (%) 
FY19 

Maritime, Land 
& Weapons 

Whatwedo 
Deliver operational advantage to customers 
Ьу providing independent research, evaluation 
and.training services. 

Approximate revenue 
f:ЗlOm 

І nternational 

Whatwedo 
Our lnternational business leverages our 
expertise and skills developed іп the UK and 
applies them to opportunities іп attractive 
markets globally. QinetiQ Germany (ЕІS 
acquisition) is reported as part of our 
lnternational business. 

Approximate revenue 
f:BOm 



Financial highlights 

We delivered our third уеаг of 
organic growth, turning around 
five years of decline. ln FY19 
we delivered an organic increase 
in operating profit. 

® Page48 
Chief Financial Officer's review 

Global Products 

Delivers innovative solutions 
and products to meet customer 
requirements. Undertakes 
contract-funded research and 
development. developing 
intellectual property in 
partnership with key customers 
and through internal funding 
with potential for new 
revenue streams. 

f223.4m 
annual revenue 
(FY18: П81.бm) 

891 
total employees 
(FY18: 826) 

® Раgе4б Operating review 

Strategic roport І At а glance 

Orders 

f776.4m 
(FY18: f587.2m) 

Statutory Operating Profit 

f113.8m 
(FY18: fl41.0m) 

Statutory Earnings per Share 

20.lp 
(FY18: 24.4р) 

QinetiQ North America 

Whatwedo 
Develop and manufacture innovative defence 
products specialising іп unmanned systems. 
survivability and maritime systems, along 
with products in related commercial markets. 

Approximate revenue 
f:90m 

Space Products 

Whatwedo 
Provide small satellites, payload instruments, 
sub-systems and ground station services. 

Approximate revenue 
f:20m 

Strategic report 

Revenue 

f911.1 m 
(FY18: f833.0m) 

Underlying Operating Profit 

f123.9m 
(FY18: fl22.Sm) 

Underlying Earnings per Share 

19.7р 
(FYl 8: 19.Зр) 

OptaSense 

Whatwedo 
Provide innovative fibre sensing solutions 
to deliver decision-ready data іп multiple 
vertical markets. 

Approximate revenue 
f:ЗOm 

ЕМЕА Products 

Whatwedo 
Provide research services and bespoke 
technological solutions developed from 
intellectual property spun out from ЕМЕА 
Services. QinetiQ Tarqet Svstems is 
reported іп ЕМЕА 'Products. 

Approximate revenue 
f:90m 
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І nvestment case 
Creating enduring value for our 
customers and shareholders 

Unique capabilities critical 
to national sovereignty 

- Кеу partner to UK defence 
- Leading expertise and facilities 
- At the centre of creating, testing 

and training defence capability 

Over 

3,000 
scientists and engineers globally 

34 
sites across the UK 

16 
sites under the Long Term 
Pannering Agreement 

® Раgеб Business model 
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lncreasing exposure 
to attractive international 
markets 

~ Significant presence in high·growth 
home countries - the US and Australia, 
as well as the UK 

- Growing presence in the Middle East, 
Europe and Canada 

- Ambition to increase international 
revenue to 50% of Group 

- Addressable market of >f8bn 

Group revenue (Em) 

international revenue 
(FY18: 27%) 

4 
acquisitions since the launch 
of new strategy 

revenue .increase for QinetiQ 
Target Systems in FY19 

® Page20 
Market themes 



А clear growth 
strategy 

- Lead and modernise 
UK test and evaluation 

- Build an international company 
- lnnovating for our 

customers' advantage 

total order backlog 
{FY18: Є2.ОЬn) 

f 370m 
investment into the Long Term 
Partnering Agreement 

з 
years of revenue growth 

* lncludes LTPA amendment signed post 
year end on 5 April 2019. 

® Page24 
Strategic progress 

Strategic report l lnvestment case 

Strong financial profile 

- Long-term contracts 
- Cash generative model 
- Strong ЬаІалсе sheet 
- Ability to self-fund organic 

and inorganic investment 
- Clear capital allocation роІісу 

74% 
revenue cover 
{FY18: 69%} 

102% 
cash conversion 
{FY18: 103%} 

f188.5m 
of net cash 
{FY18: Є266.8m) 

® Page48 
Chief Financial 
Officer's review 

Strategic report 

lncreasing returns 
to our shareholders 

- Three years of revenue growth 
following five years of decline 

- Sustainable increase in key 
financial metrics 

- Progressive dividend роІісу 

revenue growth 
{FY18: 6%} 

underlying EPS growth 
(FY18: 7%} 

increase in 
full year dividend 
(FY18: 5%) ® Pagel4 

Chairman's 
statement 
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Business model 
А sustainable business model enhanced Ьу our strategy 

А sustainable 
business model 

РеорІе and domain know-how 

>3,000 
scientists, engineers and technicians 

of our UK employees have 
national security clearance 

Technical expertise 

> 1,200 
granted patents 

Distinctive facilities 

1.lm km2 

The unique air range in the Hebrides 
operated Ьу QinetiQ сап provide safe 
air and sea space twice the size of Spain 
for test, evaluation and training 

А clear strategy for growth 

8uк 
Lead and modernise the UK Defence 
Test & Evaluation enterprise. Ьу working 

• іп partnership with Government and 
prime contractors 

Our unique position in the market 
We combine the dedication and creativity of 
our реорІе, our unique science and engineering 
expertise, and our distinctive modernised facilities 
to equip customers with solutions to their most 
pressing challenges. and the assurance that they 
will work when critically needed. 

We are predominantly а services business, 
valued for our independence. 

Sustaining our business model 
As а соmрапу whose reputatioп апd 
achievemeпts are ceпtred оп our реорІе, our 
future success is primarily depeпdeпt оп our 
ability to recruit, develop, eпgage and retaiп 
ехсерtіопаІ employees. We are iпvestiпg іп our 
реорІе to support their career development, 
wellbeiпg апd eпgagemeпt. 

Our busiпess model is robust and sustaiпable 
because our kпowledge base is coпstaпtly 
refreshed as we Іеаrп from ехреrіепсе, 
uпderstaпd emergiпg customer requiremeпts 
апd iпvest іп our future. 

This епаЬІеs us to both sustaiп existing 
capabilities апd create пеw опеs to eпsure we 
respoпd to customer requirements апd stay 
ahead of the competitioп. 

We are iпvestiпg іп our facilities to eпsure they 
remaiп relevaпt to support our customers against 
curreпt апd future threats, eпsuriпg loпgevity and 
sustaiпability іп our busiпess model. 

{9} lnternational 

Bui/d ап internatioпal соrтірапу that delivers 
additional value to our customers Ьу 
developiпg our home couпtries (UK, US 
апd Australia), creatiпg пеw home couпtries 
(і.е. where we have our оwп iпdigeпous 
industrial capabilities) апd exportiпg 

QinetiQ Group рІс Annual Report and Accounts 2019 

How we generate revenue 
Our customers are predominaпtly іп defeпce, 
security, апd critical iпfrastructure іп our home 
couпtries of the UK, US and Australia, with а 
growiпg interпatioпal апd commercial preseпce. 

We operate two divisioпs: 
ЕМЕА Services geпerates reveпue through 
the provisioп of advice апd services, particularly 
test апd evaluatioп. The divisioп is uпderpiппed 
Ьу /oпg-term coпtracts providiпg good visibility 
of reveпue апd cash flows. 
Global Products delivers products апd 
solutioпs supported Ьу research апd 
development which is ofteп fuпded Ьу 
customers. The division is techпology-based 
апd has shorter order cycles so сап have 
а more variable revenue profile. 

How we deliver benefits to key stakeholders 
Customers 

Deliver missioп-critical solutioпs 
Respoпsive and agile with the ability 
to іппоvаtе at расе 
Ensure value for mопеу 

Shareholders 
Іпhеrепt stroпg cash geпeratioп allows us to iпvest 
іп our organic capabilities to deliver: 

Sustaiпable growth іп reveпue, operatiпg 
profit апd high quality earпiпgs 
А progressive divideпd 

Employees 
Rewardiпg careers іп highly skilled areas 
Utilise expertise across QiпetiQ 

Withiп our two divisioпs, our busiпess uпits are 
aligned to customer domains апd аІІ deliver а 
соmЬіпаtіоп of services and products. 

8 lnnovation 

lпvest in апd аррІу our inhereпt streпgths 
for customer advaпtage іп defeпce, security 
апd critical iпfrastructure markets 



Strategic report 

How we create value 
We deliver and assure more advanced capabilities at lower cost, operating across the domains of air, land, maritime, cyber, and space. 
We accelerate our customers' ability to transition from concept to capability, and provide ongoing assurance throughout the lifecycle 
of complex platforms, weapons and capabilities. 

Our work helps our customers to achieve operational and competitive advantage, and Ьу working closely with them to address their 
existing needs, we are аЬІе to understand future requirements for the next generation of capability. 

OUR UNIQUE INTEGRATED VALUE PROPOSIТION: 

Capability Generation & Assurance 
We offer three services to assist our customers to generate and assure а capability: 

1. Research & Experimentation 
2. Test & Evaluation 
З. Training & Rehearsal 

Capability 
integration 

Create it 

OUR DISTINCTIVE OFFERINGS: 

Services & Products 

We deliver to our clients: 

Threat 

Live І Virtual І Cyber 

Test it 

Operational 
readiness 

Team І Group І Joint 

Use it 

We offer а range of products to our customers and act as an independent 'customer friend' 
assisting clients with а range of engineering and advisory services. 
e.g. advice, intelligence, information systems, protection, unmanned systems, space systems 

OUR DISRUPTIVE EDGE: 

Technology 
We employ our distinctive technology to support our integrated offer, and it сап also Ье purchased 
Ьу our customers as а standalone offering. 
e.g. advanced materials, sensing, communications, cyber, analytics, autonamy, directed energy 

Delivering 
operational 
advantage to 
defence, security 
and critical 
infrastructure 
customers and 
creating value for 
our stakcholders 

Strategic report І Business model QinetiQ Group рІс Annual Report and Accounts 201q 
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Our business model in action 

lntegrated capability 
generation & assurance 

Formidab е Shie d1 

testing integrated 
defence сараЬі ities 

UK 
Most complex exercise of its type 
ever conducted in the UK 

8 
NATO countries 

3,300 
Personnel 

12 
Warships 

The Formidable Shield series of military exercises. first delivered in 2017 and now taking 
рІасе every two years, demonstrate our integrated value proposition. They аге also an 
example of our strategy in action, enabled Ьу investment in the UK and now attracting 
international customers to our world-leading UK facilities. 

Formidable Shield '17 brought together eight NATO countries led Ьу the US in the Outer 
Hebrides to test integrated аіг and missile defence capabilities through а series of live missile 
firings and demonstrations. The exercise culminated with the launch and intercept of а Terrier 
ОгіоІе ballistic missile target to simulate а medium-range ballistic missile, marking the largest 
and highest object launched into space from UK soil, reaching an altitude of 320km. То enable 
this firing to Ье conducted safely, QinetiQ put in рІасе an aiГexclusion zone of l.lm sq km, 
approximately twice the size of Spain. The exercise was enabled by.our investment to 
modernise the range, enhancing our data collection and interpretation abilities and аіг traffic 
control systems. The investment means the range is сараЬІе of facilitating large-scale 
exercises and rehearsals, and has secured this major event оп а bi-annual basis until 
the end of the next decade. 

@ То watch the video. visit www.QinetiQ.com/FS17 

А live firing taking рІасе during Formidable Shield '17. 
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l.lm km2 

exclusion 
zone 
An агеа twice the size of Spain 

8uк 
With the advancement in defence 
capabilities and the sophistication of 
the threats оuг customers face, оuг 
modernisation ensures we continue to 
provide relevant test, training and rehearsal. 
Оuг investment into the Long Term 
Partnering Agreement (LTPA) will ensure 
we сап support future UK programmes 
such as the Dreadnought submarine. 

Our business model in action 

;.;; lnternational 

Our investment into air ranges is making 
them more attractive to international 
customers. We are сараЬІе of testing the 
most advanced defence systems, and our 
expertise and facilities аге of increasing 
relevance to а wider range of nations. 
Recent large scale exercises, such as 
Formidable Shield, act as showcases to other 
international customers of our capabilities. 

Strategic герогt 

8 lnnovation 

Under the modernisation of the LTPA we 
are investing in new technologies and ways 
of working to deliver test and evaluation, 
and training and rehearsal іп more cost 
effective and innovative ways. This involves 
combining live, virt.ual and constructive 
environments as well as facilitating 
improved data generation and analysis. 

Large scale rehearsals, such as 
Formidable Shield, require the 
integration of multiple systems 
This tests the interoperability of 
multiple nations' systems to 
assure they work 

New threats, such as hypersonic 
weapons and the proliferation of 
ballistic missiles, require new 
ways of assuring capability 

Large scale capabilities, such 
as aircraft carrier task groups, 
require more integrated and 
complex ways to assure their 
operational readiness 

Оuг teams' understanding of 
these systems is critical in 
providing this assurance 

Our facilities and expertise 
provide the ability to emulate 
these threats and the right 
environment to test 
responsiveness 

Strategic rЄport І Іntegrated capability generation & assurance 

Our unique ability to leverage our 
multiple sites and facilities to 
effectively test these types of 
platforms and train their crews 
means our customers сап Ье sure 
they work when critically needed 
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Our business model in action 

Working across the capability lifecycle 

Generatin and 
assuring t е 
сараЬі ity of UK 
combat aircraft 

UK live firing of 
F-35 weapons systems 

> 1,500 
Supported over 1,500 hours 
of Typhoon Operational 
Evaluation flying activity 

1 of4 
ETPS, our test aircrew training 
school at MOD Boscombe Down is 
one of only four globally recognised 
military test pilot schools 

At any moment in time, QinetiQ is working 
on multiple generations of critical 
defence platforms 

QinetiQ's work is vital at every stage of the lifecycle of defence and security technologies. From 
first concept and design, to production and in-service operation, our value comes from creating 
and assuring customers' critical capabilities Ьу combining research and development, test and 
evaluation, and training and rehearsal. 

So not опІу do we develop new approaches and create new technologies, we combine them 
into complex defence and security capabilities, test them to prove they will work, and make 
sure the реорІе who will use them аге ready to do so. 

Ап example of how this adds value is the essential гоІе we рІау to continuously ensure 
the effectiveness of the UK's combat аіг fleet. 

® То watch the video, visit www.QinetiQ.com/combataircraft 

Feedback from customers allows us to understand their future needs 

PREVIOUS GENERATION 

Tornado 
Over· rts lrfe QrпetiQ hcis 
>vor·kecl to п1аrпtа1п апd 
спІ1опсс Torлodo's 

copJl)ilitics, п1с1k1пg sше 
r t could е1юІvе to r espoпd 
to 1І1е latest tl1reats. We 
1vo"kecl to ехtепсІ tl1e life 
of ~І1е Torпado pr or to 
rts 1·е111етеп1, п1ах1111іsіпg 
volcre fог ОLІІ' CLІSlOПlЄI'. 

CURRENT GENERATION 

Typhoon 
Witl1 Torлcido r·etrr'iпg, V>Іе 
SLrppor·tecl ll1e f-(A~ to 
tr a•1sfe1 апd епІ1апсе 
weapoпs capai)rirlres acr·oss 
to ТурІ1ооп. Ву соп1І)іпіпg 
ош· ш1сІеІ'stапсІіпg of tl1ese 
systems 1мtІ1 ОLІІ' LІПіСjLІЄ 
fгcilitres V>Іе coпdLrcted а 

seпes of tests t11at iJl'Oviclecl 
OLrr CLrstoп1er V>1itl1 аssшапсе 
tl1at tliese :11t1cal capal)rlitres 
ІNQLІld woгk. 
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NEXT GENERATION 

F-35 
Ош реорІе uпder·stcrпd the 
CM1plexlt)' of tІІЄ F-35 ClllU 

are п1аkіпg sr.rr·p іІ ~п11 

iпtegl''1!P pffpr.rrvPly ;v11І1 Іlit: 

UK 's otl1e1 systeп1s. As par t 
of tl1is. vve l1ave iJl'Ovrdecl tl:e 
еrvі1·опп1епt to test tl1e 
F-35 s V>1eapo11s systeпis. 
Tl11s cLrl111iпa1ecl іп tl1e fiгst 
live-fir·iпg of tl1e F-35's 
vveapoпs оп UK sorl at 
Aber·por·tli, CJr lvlOD f;юlrty 
oper·atecl і)у QiпetiQ. 

GENERATION AFTER NEXT 

Tempest 
ТІ1е FLrlшe Coп1bcit Air· 
Sysll:'r r r, с1~ll:'c1lll1 fiyl rlier 
tl rd~ V'Іill 1 ioplc1c,e СLІІТепt 
сі І І І,; І СІf[ ir І 15-20 yt:cll '>,і:, 

іп develop111eпt апсІ we ar е 
рІауіпg гп esseritial гоІе. 
OL:r· kпo1vlec1ge апсІ exper·tise 
sLюpш:s ош cLrs:cп1 er· to 
Lrпcler·st;iпcl апсІ clefi11e tl1e 
r·ec1Lrir·enieпts for· tl1is CLrttiпg 
eclge fLrtur·e ar"Cl'aft so it is fit 
for· p,rr·pose. 



Strategic report 

8uк \91 lnternational 8 lnnovation 

Our investment into the LTPA is supporting 
our ability to provide critical research and 
experimentation, test and evaluation and 
training ~nri rPh~:;1rsal to our customers. 

The credibility and experience we have 
developed in the UK through this work 
directly supports our ability to grow 
internationally. 

The investment into the LTPA will accelerate 
our ways of working and ensure.we are at 
the leading edge of technology. This will 
create mor·e valш11.JI~ dala Гог our 
customers, and provide the vital analysis 
needed to make critical decisions. 

The investment ensures that our capabilities 
remain relevant for current and future 
generations of technologies. 

Our business model in action 
Across the generation of these capabilities, we are helping to maintain, 
upgrade or bring new capabilities into service 

Our people's technical expertise 
is essential to integrate various 
systems to create real capabilities 
for our customers 
Our independence from the supply 
chain positions us as а trusted 
partner to our customers and 
other defence companies 

The threats these aircraft must 
Ье effective against continually 
change 
We put aircraft through their 
paces Ьу effectively representing 
the latest and most advanced 
threats 

Strategic report І Working across the capability ІіfесусІе 

Our knowledge of the systems and 
the threat environment means we 
сап create realistic training 
Our range of facilities enables 
realistic training and rehearsal to 
provide assurance to our customers 
that these capabilities are fit to fight 

QinetiQ Group ріс Annual Report and Аг.г.n11nІ• 1n1q 
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Our business model in action 

lnternational growth 

Appying our 
business mode 
in new markets 

>f8ьn 
addressable market 

of revenue now from international 
customers 

ambition to grow international 
revenue to 50% 

Leveraging our Group-wide capabilities, 
customer focus and acquisitions to 
strengthen our presence in Canada 

Canada is an example of where we аге working with our customers to enhance their defence and 
security capabilities. Canada is an attractive market with increasing defence spending. The doubling 
of capital projects to C$8bn Ьу 2021, and the need to modernise аіг, land and sea ranges for fifth 
generation platforms аге key priorities. QinetiQ's state-of-the-art target systems facility in Medicine 
Hat, АІЬегtа and consulting presence in Ottawa, provide Canadian capabilities that allow us to offer 
our complete value chain of products to support the Canadian Department of National Defence. ln 
FY19 we won а C$5lm contract to provide unmanned аегіаІ systems that will provide enhanced 
situational awareness for the Royal Canadian Navy and Canadian Special Operations Forces. We 
secured this work Ьу drawing on the full breadth of expertise and capability across the QinetiQ Group. 

As we build our presence and strengthen our relationships in Canada we will Ье аЬІе to move up our 
value chain from discrete products and services to integrated capability generation and assurance. 

® То watch the video, visit www.QinetiQ.com/internationalgrowth 

As we build our presence in Canada we are аЬІе to move up our value chain 

1. PRODUCTS 

Seed presence overseas 
through export sales 
Ву expoJ"liпg ОLн· p1·oducts 
a11d se1·vices, we І.JшІt.І 

1·elatioпsl1ips. Іщ1псІ 

a1,va1·eпess. апd ОL:Г 

1·epL•tatioп as а tecl111ology 
іппоvаtо1· іп пevv mш·kets. 

2. ADVISORY SERVICES 

BL1ild relationship as an 
advisor, leveraging unique 
UK experience 
011i.;<= uш '~dpёtl)ilities а1 е 
IJette1· ш1de1·stoocl, a11d 
custoп1e1 s uпde1·staпd l10V'1 
\VЄ сап sщcpo1·t tl1em. 111е 
typically IJLІilrl а 1·epLltatioп 
as ап i11depe11de11t 
епgіпееп1g acl111so1·y 
ser·vices provrde1·. or 
'cL1stoп1e1· fпепсІ·. 
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З. TEST, EVALUATION & 
REHEARSAL 

Use custonier i11sight to 
offer further services 
Ou1· асІ,.1іsогу sr:;r·,1irPc; 

actrvities olloV'1 LІS to 
ІJЄСОПlЄ іпtіп1аtе 1vitl1 ОLІГ 
custorлer·s· сопсетs, 

cl1alleпges апсІ f11lL11·e 
1ецL1і1 erлeпts. Tl11s allows 
LІS to offeг fLrr·tІ1er· 11alL1e 
added se1·v1ces. 1. урісаІІу 
lever·agiпg ош G1·0L1p-1v1cle 
R&D а•1сІ Т&Е capalJilitiPS. 

4. INTEGRATED CAPABILITY 
GENERATION & ASSURANCE 

Provide а fully 
integrated offer 
C:n-1111'es:,пQ v•1iti1 oL:r 
CL1stoп1e1· to СІ"еоtе 
епІ1апсесІ 11'-сош1t1у 

c<ipalJ1i1tres posr: опs 
Qiпet1Q as а loпg-te·111. 
fL1ily rпteg1 ated capabrl· ty 
gепегаtюп a1'ri 
assu1 а псе pci· tпе1. 



8uк 
Our work in the UK has created а strong 
reference point for our Canadian customer. 
Being аЬІе to leverage this experience into 
countries such as Canada is an intrinsic part 
of our UK investment strategy. 

Our business model in action 

... .•. 
""" lnternational 

We have accelerated our progress in Canada 
through the 201 б acquisition of QinetiQ 
Target Systems, which brought customer 
relationships and an indigenous, state-of-the­
art product design, prototype, testing and 
manufacturing facility into QinetiQ. 

Strategic report 

81nnovation 

Our understanding of autonomous systems 
and how to integrate sub-systems and 
sensors onto them was а key component 
of our offer. Our independence allowed us to 
partner with leading technology companies 
to meet our customers' requirements. 

Our ability to integrate various 
systems and platforms was а key 
reason for the award of our 
largest contract to date in Canada 
Our advisory services business 
understands the complexity of 
defence systems and provides 
advice for making long-term 
procurement decisions 

QinetiQ Target Systems has an 
advanced product manufacturing 
facility in Medicine Hat, Alberta 
QTS is аЬІе to cost-effectively 
represent key threats to test and 
evaluate systems and provide 
realistic training 

Understanding the systems 

Strategic report l lnternational growth 

our customer uses, and an ability 
to cost-effectively emulate the 
threats they must respond to. 
are key aspects of creating 
operational readiness 
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Chairman 1s statement 
А year of significant milestones 

iпcrease іп full year divideпd 
(FY18: 5%) 

Full year divideпd (р) 

4.5р 
FіпаІ divideпd to Ье paid оп 
ЗО August 2019 (2018: 4.2р) 

Progressive divideпd роІісу 
Sіпсе 2011, we have coпsisteпtly 
growп our divideпd іп Ііпе with our 
progressive divideпd роІісу. 

АппuаІ Geпeral Meetiпg 2019 
llam оп 24 July 2019, at the offices 
of Ashurst LLP, Fruit апd Wool 
Exchaпge, 1 Duval Square, Lопdоп 
El бРW. 

11 
We have seen encouraging 
signs of the necessary 
cultural changes required to 
deliver sustainable growth." 

Significant financial and strategic progress 

Mark Elliott 
Noп-executive Chairmaп 

This year marked а пumber of sigпificaпt milestoпes. most поtаЬІу agreeiпg а grouпd-breakiпg 
ameпdmeпt to reiпvigorate the Loпg Term Partпeriпg Agreemeпt (LTPA). This secures Еl.ЗЬп 
of reveпue, іпсгеаsіпg our order backlog to over ЕЗ.lЬп*, апd also supports our further growth 
aspiratioпs. Leadiпg апd moderпisiпg UK test апd evaluatioп is а key соmропепt of our 
strategy апd опе that also орепs up iпternatioпal opportuпities. ІпtегпаtіопаІІу, we have made 
sigпificaпt progress with major coпtract wiпs іп the US for our robotics techпology апd іп 
Сапаdа buildiпg оп our ехреrіепсе іп uпmаппеd systems. Overall, we have delivered а third 
уеаг of orgaпic reveпue growth апd ап orgaпic iпcrease іп operatiпg profit. 

We've coпtiпued to deploy our capital to support our growth. As а Board, we have Ьееп 
focused оп eпsuriпg we do so wisely, evaluatiпg opportuпities to make sure they deliver the 
right returns to our shareholders. Duriпg FY19, we iпvested пеагІу ElOOm іпtо our Соmрапу, 
much іп moderпisiпg our core coпtracts such as the LTPA. We also successfully completed 
two acquisitioпs that епhапсе our capabilities іп traiпiпg, both іп the UK апd іпtегпаtіопаІІу. 

Delivering cultural change to sustain our strategy 
Lookiпg Ьеуопd the fiпancial performaпce, as а Board we have sееп eпcouragiпg sigпs of the 
пecessary cultural апd behavioural chaпges required to deliver sustainable growth. Across 
our orgaпisatioп. iпitiatives are uпderway to embed real апd positive chaпge. We have defiпed 
Соmрапу behaviours as "listeп, focus апd keep our promises". attributes we thiпk are critical 
to our success. Taleпted реорІе are our greatest asset. То eпsure we attract апd геtаіп the 
best talent we have а clear commitmeпt to diversity. As ап example. we have lauпched а пеw 
LGBTQ+ (Lesbiaп, Gay, Bisexual, Traпsgeпder, Questioпiпg) employee пetwork as part of our 
commitmeпt to creatiпg an iпclusive workforce. 

We've takeп steps to eпsure that аІІ our employees share іп the success of our performance. 
The iпtroductioп of our АІІ Employee Іпсепtіvе Scheme, which І am pleased to say paid out 
at the епd of the period, helps to аІіgп iпterests апd supports our ambitioп of haviпg а high 
performaпce culture withiп QiпetiQ. 

Му fellow Board members апd І have Ьееп fortuпate to speпd time with mапу of our 
employees over the past уеаг. We've eпjoyed а пumber of site visits iпcludiпg to our facilities 
іп Farnborough апd Malverп. І am struck Ьу both our people's abilities апd their appetite for 
positive chaпge. We still have а lot to do, апd our employee eпgagemeпt figures аге поt where 
we would like them to Ье. We recogпise that our реорІе are іпtгіпsіс to our loпg-term success 
апd, workiпg closely with our Employee Eпgagemeпt Group (EEG), we are listeпiпg carefully 
to our employees to improve how it feels to work at QiпetiQ. 

* lncludes LTPA amendment signed post year end оп 5 April 2019. 
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11 
QinetiQ has аІІ of the 
attributes to delight 
its customers, provide 
fulfilling jobs for our 
реорІе and to deliver 
long-term profitable 
growth for our owners." 

Strategic report 

As а Воагd, we сопtіпuе to iпvest time іп eпsuriпg we uпderstaпd the evolviпg пature of the 
markets іп which we operate so we аге better аЬІе to providc thc right coпstructive challeпge 
to our maпagemeпt team. Duriпg the course of the уеаг, we have uпdertakeп а пumber of 
'deep dives' іпtо differeпt aspects of the Соmрапу апd its strategy. Each October, we speпd 
two days workiпg with the executive team оп the iпtegrated strategic busiпess рІап. This 
allows us to coпstaпtly evaluate our progress апd геfіпе aspects of the strategy. We have 
also erigaged with other stakeholders. iпcludiпg customers, providiпg us with the holistic view 
пeeded to make better decisioпs. Overall, this supports our uпderstaпdiпg of the strategic risks 
we face апd how better to mitigate апd maпage them, а key part of eпsuriпg good gоvегпапсе. 

Board succession 
As аппоuпсеd оп 21 March 2019, І will Ье retiriпg from QiпetiQ at our AGM іп July. І сап't help 
but reflect оп the past tеп years as І prepare to step dowп. We Ьеgап with ап іпtепsе focus оп 
repairiпg our ЬаІапсе sheet апd the cultural traпsformatioп from civil service to а competitive 
commercial orgaпisatioп. With а stroпg ЬаІапсе sheet we recruited Steve Wadey to lead our 
Соmрапу іп iпvestiпg for loпg-term profitable growth. With ап ambitious but сІеаг strategy 
to iпvest іп our core markets апd capabilities as well as the developmeпt of our іпtеrпаtіопаІ 
busiпess we are Ьеgіппіпg to see that growth. lt is eпcouragiпg to see the iпcreasiпg 
coпtributioп that іпtеrпаtіопаІ reveпue is makiпg апd to have delivered а third coпsecutive 
year of growth. 

lt has Ьееп а real hoпour апd privilege to work with mапу woпderful реорІе іп QiпetiQ апd to 
have worked with а taleпted апd dedicated Board of Directors. As we аппоuпсеd, we have 
recruited Neil Johпsoп who joiпed the Board іп АргіІ with the іпtепtіоп that he replaces me at 
the AGM. Вгіпgіпg а fresh perspective, апd with sigпificaпt ехреrіепсе of leadiпg busiпesses 
іп both executive апd пoп-executive roles, as а Board we are coпfideпt he will make а huge 
coпtributioп to the пехt stage of QiпetiQ's growth. 

With our expert реорІе, uпique capabilities, а stroпg maпagemeпt team, coupled with fіпапсіаІ 
streпgth, апd the support of our shareholders, QiпetiQ has аІІ of the attributes to delight its 
customers, provide fulfilliпg jobs for our реорІе апd to deliver loпg-term profitable growth 
for our owпers. 

Mark Elliott 
Noп-executive Chairmaп 

23 Мау 2019 

А clear and disciplined approach to capital allocation 

1 
lпvestiпg for growth 
Orgaпic iпvestmeпt 

complemeпted Ьу ЬоІt-оп 
acquisitioпs where there 
is а stroпg strategic fit 

Strategic report І Chairman's statement 

2 
ВаІапсе sheet 
Маіпtаіпіпg the пecessary 
level of ЬаІапсе sheet streпgth 

з 
Divideпd 

Маіпtаіпіпg our progressive 
divideпd іп Ііпе with роІісу 

4 
Shareholder distributioпs 
Returпiпg excess cash 
to shareholders 
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Chief Executive Officer 1s review 
Our strategy is delivering - third year of growth 

11 
This year marked а 
number of significant 
strategic achievements 
that will underpin the 
continued, profitable 
growth of QinetiQ." 

Steve Wadey 
Chief Executive Officer 

We are pleased to report aпother year of orgaпic reveпue growth апd record order backlog. 
Three years sіпсе lauпchiпg our visioп-based strategy we have reversed five years of reveпue 
dесІіпе апd de.livered three years of growth. Іп additioп, we drove performaпce across the 
Group to successfully offset а -Е5-бm profit headwiпd from UK siпgle source regulatioпs 
іп FY19 апd delivered orgaпic growth іп operatirig profit. For FY20, we are mаіпtаіпіпg 
expectatioпs for Group performaпce, excludiпg пoп-recurriпg tradiпg items, with reveпue 
growth at stable margiпs resultiпg іп coпtiпued operatiпg profit progressioп. 

This year marked а пumber of sigпificant strategic achievemeпts that will uпderpiп sustaiпable 
profitable growth of QiпetiQ іп the years ahead. 

Shortly after the period епd we agreed а sigпificaпt ameпdmeпt to the Loпg Term Partпeriпg 
Agreemeпt (LTPA) for test, evaluatioп and traiпiпg services, our largest siпgle coпtract апd the 
fouпdatioп for mапу of the capabilities we offer. This secures our market leadiпg positioп іп 
this critical UK capability, facilitates iпvestmeпt to епhапсе this capability at appropriate returns 
for our shareholders, апd provides а platform for UK апd iпternatioпal growth. 

Duriпg the year we wоп five loпg-term, competitive programmes that mark а step chaпge іп our 
ability to uпderstaпd our customer requiremeпts, draw оп resources across the whole of QiпetiQ 

· апd ideпtify key iпdustry partпers. Іп every case, these wiпs provide us with opportuпities to 
епhапсе our expertise апd the value we сап derive from these capabilities іп the future. 

Іп the UK, we were selected with our partпers to become the Епgіпееrіпg Delivery Partпer 
(EDP) to the UK Miпistry of Defeпce (MOD) procuremeпt аgепсу Defeпce Equipmeпt & 
Support (DE&S), establishiпg the default coпtractiпg route for аІІ епgіпееrіпg services. 
We also wоп the Battlefield Tactical Commuпicatioп апd lпformatioп Systems (ВАТСІS) 
coпtract, our largest competitive UK wіп, awarded Ьу ап area of the UK MOD we had поt 
workep with regularly before. Wіппіпg these types of coпtract moves us up the value сhаіп 
апd deepeпs our relatioпship with key customers creatiпg further opportunities. 

We are аррІуіпg the same approach іп markets outside of the UK to deliver our ambitioп 
of 50% of reveпues from іпtеrпаtіопаІ customers. 
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11 
lt has been an excellent 
year for QinetiQ, with 
strong operational 
performance and further 
evidence of our strategy 
delivering results." 

Strategic report І Chief Executive Officer's review 

Strategic report 

Іп the US. we wоп two robotic prograтs of record: the Соттоп Robotic Systeт-lпdividual 
(CRS-1) prograт for sтаІІ robots worth up to $164т ovcr seveп years, апd а $12т order as 
part of the Route СІеагапсе апd lпterrogatioп Systeт (RCIS) prograт for route сІеагапсе 
vehicles which is worth up to $44т. This positioпs us well for future growth іп ап attractive 
апd dупатіс тarket. Our focus оп strategic busiпess wіппіпg will deliver greater stability іп · 
the perforтaпce of our Global Products divisioп, through ехрапsіоп of the product portfolio 
апd larger, loпger-terт prograттes. 

Іп Сапаdа, we were awarded а С$51т coпtract to provide Uптаппеd Aerial Systeт (UAS) 
services to the Royal Сапаdіап Navy апd Сапаdіап Special Operatioпs Forces Соттапd. 
We wоп this сотреtіtіоп. our largest ever export order, Ьу сотЬіпіпg the stroпg relatioпship 
with the Сапаdіап custoтer, expertise іп uптаппеd systeтs апd тaпufacturiпg facilities 
acquired through QiпetiQ Target Systeтs, with broader defeпce capabilities froт across 
the QiпetiQ Group. 

We coтpleted опе further acquisitioп апd опе strategic iпvestтeпt duriпg the year that 
сотрІетепt our capabilities апd allow us to access attractive adjaceпt тarkets іп UK апd 
іпtегпаtіопаІ tгаіпіпg. With а stroпg ЬаІапсе sheet, we have the ability to сопtіпuе to acquire 
attractive busiпesses that сотрІетепt our strategy, епhапсе our capabilities апd iпcrease 
our іпtегпаtіопаІ reach. 

QiпetiQ is а сатрапу built оп the expertise of its реорІе who аге critical to our success. 
Our focus is оп creatiпg the right culture апd eпsuriпg everyoпe feels eпgaged іп our strategy 
апd driviпg growth. This year we lauпched а пеw АІІ ЕтрІоуее Іпсепtіvе Scheтe, the first 
tіте QiпetiQ has provided а Сотрапу-wіdе boпus. The scheтe aligпs our етрІоуееs апd 
shareholders Ьу iпceпtivisiпg апd rewardiпg growth апd І ат delighted that іп its first year 
of iпtroductioп it will рау out fl,000 to every етрІоуее іп the Сатрапу. 

Іt has Ьееп ап ехсеІІепt year for QiпetiQ, with stroпg operatioпal perforтaпce апd further 
evideпce of our strategy deliveriпg results. І would like to take this opportuпity to thaпk the 
hard work of аІІ our реорІе who have Ьееп iпstruтeпtal іп deliveriпg such sigпificaпt chaпge, 
апd who will Ье cr·itii.;ol lu :;u:;taiпiпg our strategy апd deliveriпg coпtiпued profitable growth 
іп the years ahead. 

Outlook - FY20 
We епtег FY20 with сопfіdепсе haviпg delivered а third successive year of огgапіс reveпue 
growth апd ап orgaпic iпcrease to operatiпg profit. 
- As we build оп our record order backlog апd beпefit froт the full year coпtributioп froт 

our receпt acquisitioп of E.l.S. Aircraft Operatioпs апd strategic iпvestтeпt іпtо Іпzріге, 
we aпticipate deliveriпg тid-siпgle-digit reveпue growth iпcludiпg further orgaпic 
reveпue progressioп 

- Іп ЕМЕА Services, we expect divisioпal тargiпs іп FY20 to Ье coпsisteпt with FY19 
- Іп Global Products, we also expect тоге stability іп divisioпal тargiпs due to the ехрапsіоп 

of our product portfolio сотЬіпеd with our success іп wіппіпg loпger-terт prograттes 
- We will сопtіпuе to iпvest to drive future growth, iпcludiпg сарех of f80-100т, the тajority 

of which will Ье iпvested іпtо the LTPA at ап appropriate return. We expect workiпg capital 
outflows of f20-30т апd coпtiпued stroпg cash coпversioп pre-capex 

Overall we аге таіпtаіпіпg expectatioпs for Group регfогтапсе іп FY20, excludiпg пoп­
recurriпg tradiпg iteтs, with reveпue growth at stable тargiпs resultiпg іп coпtiпued operatiпg 
profit progressioп. 

Outlook - longer term 
We will сопtіпuе to grow Ьу ітрІетепtіпg our strategy апd iпvestiпg іп our реорІе. techпology, 
systeтs апd iпfrastructure. І:Jу doiпg so, our objective is to deliver coпtiпued orgaпic 
reveпue growth, further supported Ьу acquisitioпs, resultiпg іп sustaiпable profitable 
growth at stable тargiпs. 

Steve Wadey 
Chief Executive Officer 
23 Мау 2019 
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Q&A 
Answers to some of our investors' 
most frequently asked questions 

Q Where are the growth opportunities 
within QinetiQ? 

There are three mаіп areas of growth opportuпities for us. Ву leadiпg 
апd moderпisiпg UK test апd evaluatioп we сап grow our market 
share, wіп more work іп adjaceпt sectors such as tгаіпіпg, апd attract 
а broader array of іпtегпаtіопаІ customers. lпternatioпally, we see 
stroпg growth opportuпities for our services апd products іп attractive 
markets such as Australia, North America апd the Middle East. We are 
well placed to help couпtries either develop their оwп iпdigeпous 
defeпce capabilities, or moderпise the capability that they have. 
Our focus оп іппоvаtіоп апd the products we have withiп our 
overall portfolio also offer the poteпtial for growth. 

~ Page24 
\Є.) Strategic progress 

Q How is QinetiQ reacting to cost 
pressures at the UK МОО? 

А large proportioп of QiпetiQ's reveпue is geпerated uпder loпg-term 
coпtracts, such as the LTPA, which gives us good visibility. Much of 
the work we do is critical to mаіпtаіпіпg the UK's defeпce capability. 
We are positioпiпg ourselves as а loпg-term strategic partпer to the 
Miпistry of Defeпce (MOD), committed to helpiпg them realise 
efficieпcies. Ву coпstaпtly evaluatiпg what we do, we сап support the 
MOD іп achieviпg value for mопеу. We believe this active апd forward 
thiпkiпg approach will create further opportuпities to work with the 
MOD іп the future. For example іп October we were selected as the 
Епgіпеегіпg Delivery Partпer to the MOD's procuremeпt аgепсу, 
DE&S. This is the coпtract through which DE&S will procure аІІ its 
епgіпеегіпg services. 

~ Page22 
\Є.) Trading environment 
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Jennie Corne, а NATS Air Traffic 
Control Officer in 'Target Controller' 
position during an 'Air to Air' trial 
simulation at MOD Aberporth, UK. 

Strategic report І Q&A 

Strategic report 

Q How do changes in the SSRO rate 
impact QinetiQ? 

The Siпgle Source Regulatioпs Office (SSRO) aims to derive fair 
ргісіпg for coпtracts, where there is опІу а siпgle supplier. This is 
iпteпded to eпsure that the UK Govcrnmeпt receives value for mопеу, 
whilst the supplier receives а fair returп. Giveп the specialised апd 
critical пature of the work we do, much of our work falls uпder SSRO 
regulatioпs. Іп Ііпе with our strategy, we have Ьееп mitigatiпg our 
exposure to chaпges іп the SSRO rate Ьу pursuing loпger-term 
coпtracts. This gives us loпg-term visibility of our coпtracted returпs 
апd епаЬІеs us to better рІап our iпvestmeпt, ensuriпg our facilities 
геmаіп world class. With the steps we have takeп, coupled with the 
іпсгеаsе іп the ВаsеІіпе Profit Rate (BPR), we expect the headwiпd 
to operatiпg profit ехрегіепсеd in FY19 to abate іп FY20 апd Ьеуопd. 

® Page44 
Operating review 

Q ~ow do you effectively manage the risks 
1n your contracts? 

We have Ьееп maпagiпg risk апd deliveriпg output based coпtracts 
successfully for mапу years, апd have also moved а пumber of our 
'cost plus' coпtracts to deliver outputs іп support of our growth 
strategy. We believe this gives us greater flexibility to meet our 
customers' пeeds. lt creates the opportuпity for us to deliver higher 
returпs, but сап іпсгеаsе the risk that we take оп. Over the last three 
years we have made sigпificaпt iпvestment іп our Сатрапу, іп 
particular up-skilliпg our maпagers апd hiriпg iпdustry-leadiпg 
iпdividuals. They Ьгіпg with them sigпificaпt commercial ехрегіепсе, 
particularly at deliveriпg large, output based defeпce coпtracts. 
We speпd exteпsive time uпderstaпdiпg the risks associated with 
co11t1·e:н.;l~ ~u we сап Ье confident іп our ability to mitigate them. 
The receпt ameпdmeпt to the LTPA is such ап example, where we 
speпt 18 moпths workiпg with our customer to fully uпderstaпd 
requiremeпts, the associated risks to delivery апd how we effectively 
mitigate them. We theп moпitor our progress оп ап оп-gоіпg basis, 
makiпg adjustmeпts as пecessary. 

® Page32 
Principal risks 

Q What is the culture 
like at QinetiQ? 

We recogпise that the right culture is critical to deliveriпg our strategy. 
We аге fortuпate that our employees have world-leadiпg techпical 
expertise. We аге buildiпg оп this fouпdation to create а performaпce 
culture that has safety at its соге and where we all listen, focus апd 
keep our promises, three behaviours that we thiпk аге critical to our 
future success. Duriпg the уеаг we have uпdertakeп several iпitiatives 
to drive higher employee eпgagemeпt апd further develop а positive 
culture that builds оп our stroпg techпical heritage. 

® Page38 
Our реорІе 
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Market themes 
Three key themes in our markets 

Across the markets and sectors we operate іп there are three key themes. They are inherently long term іп their 
nature and impact our customers іп different ways. Our strategy was developed with these themes іп mind. 

Кеу themes 

8 lncreasing complexity 

- Threats аге іпсгеаsіпgІу complex 
- Systems used to couпter these threats 

аге correspoпdiпgly complex 
- СуЬег risk threateпiпg public 
апd private sectors 

11 
Our strategy and 
commitment to lead and 
modernise UK Defence 
Test & Evaluation allows 
us to support our 
customers in their 
preparations against 
а range of increasingly 
complex threats." 

8 Partnering for innovation 

- Acceleratiпg расе of iпnovatioп 
through partпerships 

- Appetite to exploit ideas comiпg 
from outside defeпce 

- Rapidly iпtegrate пеw techпologies 
іпtо existiпg capabilities 

8 
lncreasing complexity 

8 Value for money 

- Customers have finite resources, 
but іпсгеаsіпg requiremeпts 

- Іп some regioпs, defeпce 
budgets аге growiпg 

- UK defeпce budgets uпder pressure 
· - Customers аге lookiпg to the private 

sector to drive efficieпcies 

The threats our customers must Ье coпfideпt іп defeatiпg аге coпstaпtly evolviпg. With 
the advaпcemeпts іп technologies, the расе at which these threats evolve is acceleratiпg. 
From low-cost coпsumer droпes adapted to cause harm. to hypersoпic missiles, the 
threat eпviroпmeпt is growiпg more complex. ln рагаІІеІ to physical threats, cyber-based 
опеs сопtіпuе to іпсгеаsе in sophisticatioп апd сап Ье deployed іп coпjunction with 
more conveпtional threat forms. 

То defeat these threats, the capabilities our customers use are growing in complexity 
апd frequeпtly соmЬіпе а multitude of systems. 

Against this backdrop, the geopolitical enviroпmeпt is also becomiпg more uncertain. 
Іп additioп to the proliferation of technology giving state and пon-state actors capabilities 
that сап undermiпe the technological superiority of westerп governments, the competition 
for resources, trade and iпvestmeпt is also raisiпg teпsioпs arouпd the globe. 

How we аге respoпdiпg 
Our strategy апd commitmeпt to lead апd modernise UK Defeпce Test & Evaluation (Т&Е) 
allows us to support our customers іп their preparatioпs agaiпst а гапgе of іпсгеаsіпgІу 
complex threats. This is complemeпted Ьу the investmeпt we аге makiпg, such as іпtо the 
Loпg Term Partпeriпg Agreemeпt, eпsuriпg we have the right capabilities to geпerate апd 
assure future systems. Our ability to emulate threats апd test апd evaluate the resilieпce of 
systems апd capabilities provides assuraпce to our customers that they сап effectively respoпd. 

Our expertise іп суЬег security, апd our uпderstaпdiпg of how to evaluate апd deploy 
iппovative techпologies, helps our customers to coпtend with immiпeпt threats апd 
prepare for the future. 
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11 
А key market theme 
is the need f or eff ective 
partnership to rapidly 
convert emerging 
technologies into 
assured deployable 
capability." 

Strategic report І Market themes 

Strategic report 

Partnering for innovation 
The leadiпg edge of techпological advaпcemeпt is ofteп fouпd іп academia апd commercial 
sectors. Our customers are kееп to leverage this techпology for defeпce апd the protectioп о( 
critical паtіопаІ iпfrastructure. Robotics, autoпomy, seпsiпg techпology апd advaпces іп data 
processiпg, iпcludiпg machiпe Іеаrпіпg, are аІІ of sigпificaпt value to our customers. А key 
market theme is the пееd for effective partпership to rapidly coпvert emergiпg techпologies 
іпtо assured deployable capability. 

Partпerships with uпiversities, small апd medium size eпterprises, апd other defeпce 
compaпies are critical іп doiпg this. 

How we are respoпding 
QiпetiQ is а сатрапу that was fouпded uроп іппоvаtіоп: research апd developmeпt, апd 
test апd evaluatioп form the core of our busiпess. The breadth апd depth of our people's 
techпology апd domaiп expertise, апd our iпvestmeпt іп their coпtiпued developmeпt, епаЬІеs 
QiпetiQ to deliver valuable advice, iппovative solutioпs апd services. Furthermore. as а 
predomiпaпtly service-based busiпess. we are поt eпcumbered Ьу large product portfolios, 
supply chaiпs ог coпflicts of iпterests. QiпetiQ is ideally placed to act as ап іппоvаtіоп 
iпtegrator, actiпg as а сопvепіпg facilitator betweeп governmeпt. academia апd wider iпdustry 
to rapidly develop апd deploy iппovative solutioпs. Our strategy is to further develop our оwп 
Research апd Developmeпt (R&D) capabilities as well as creatiпg valuable partпerships to 
deliver іппоvаtіоп effectively to our customers. 

8 
Value for money 
Мапу developed паtіопs are wrestliпg with multiple calls оп their resources. Ageiпg 
populatioпs. iпcreasiпg social care costs апd moderate есопоmіс growth put pressure оп 
overall budgets. Agaiпst this backdrop, our customers must сопtіпuе to meet commitmeпts 
to defeпce speпdiпg апd eпsure they сап µ1·otet;L Ll1ei1 sovereign interests. Іn more developiпg 
markets, defeпce expeпditure is iпcreasiпg but the requiremeпt to deliver value for mопеу is 
commoп іп both. Our customers are lookiпg to the private sector to help them mаіпtаіп or 
advaпce their capabilities while also delivering cost efficiencies. 

How we are responding 
We are takiпg а forward-leaпiпg approach to uпderstaпdiпg our customers' challeпges апd 
thiпkiпg iппovatively to solve them. We believe our proactive approach сап create opportuпities 
for us to help епhапсе defeпce capabilities апd deliver cost efficieпcies. This approach сап 
also support loпg-term sustaiпable growth іп our busiпess. Our focus оп modernisiпg the 
LTPA апd creatiпg iппovative delivery models such as Епgіпеегіпg Delivery Partпer. are 
receпt examples of us puttiпg this approach іпtо асtіоп. 
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Trading environment 
Significant growth potential 

Our addressable market 
Ву focusiпg оп our core offeriпgs апd 
target markets, we have ап addressable 
market of over f8Ьп per аппum. 
Growth іп QiпetiQ comes from 
іпсгеаsіпg our share іп existiпg 
markets апd leveragiпg our streпgths 
іпtо attractive adjaceпt опеs. 

>f8ьn 
рег annum 
addressable market 

1 CAGR = Compound Annual Growth Rate. 
2 RDT&E = Research & Development and 

Test & Evaluation. 
З -ЕЗ20m ра via Long Term Partnering 

Agreement (LTPA} with UK MOD. 
4 Australia. Canada. New Zealand. France. 

Germany. Sweden. Saudi АгаЬіа. UAE. Qatar. 
Turkey included. USA ($79bn ра} excluded. 

Source: Jane's Market Forecast. FV19 market 
sizing (USD/GBP exchange rate of 0.77). UK MOD. 
QinetiQ market share based оп FV19 revenue. 

11 
Ву focusing оп our core 
offerings and target 
markets, we have an 
addressable market of 
over f8bn per annum." 

Services and products 
(Defence, security and critical infrastructure) 

Size 
Growth 
Share 

f:Ef:bn ра 
+2-5% CAGR' 
<1% (E325m) 

UK training 

Size 
Growth 
Share 

Elbn ра 
+1% CAGR 
-5% (ЕбОm) 

UK RDT&E2 

Size 
Growth 
Share 

Кеу 

П.5Ьп ра 

+1% CAGR 
-30% (E455m)3 

8 Current market share 8 Future market potential 

lnternational training 

Size 
Growth 
Share 

f:Ebn ра 
+l-3%CAGR 
<1% (ЕЗОm) 

lnternational RDT&E2 

Size 
Growth 
Share 

ЕбЬп ра• 

+4% CAGR 
<1% (E40m) 

The UK, US and Australia are our home countries where we have our own 
indigenous industrial capabilities. 

UK 
The UK's total defeпce spending of E42bn in 2019 makes it the largest amoпg European 
natioпs. The Modernising Defence Programme (МОР) reported іп December 2018 and 
recognised the need for driviпg iпnovatioп and generatiпg пеw techпologies. Іt placed an 
emphasis оп the value of cutting edge technology in areas such as artificial intelligence, 
cyberspace and space; аІІ агеаs іп which QiпetiQ holds significaпt expertise. 

The MOD is focused оп driving efficiencies to geпerate saviпgs while also maintaining апd 
eпhancing its capability. As а result, QinetiQ remains а proactive strategic partner to the MOD, 
providing capability generatioп апd assuraпce. The UK is expected to spend approximately 
El.5bn оп research & development and test & evaluation іп 2019 and therefore remains а 
key market for QinetiQ where we сап contiпue to support the MOD. The signing of the LTPA 
amendment will help to deliver efficieпcies while also enhancing this critical capability. 

While the UK's exit from the Europeaп Union could create short-term fiscal pressure for the 
Government, it is likely that the current geopolitical environment апd the UK's commitmeпt 
to NATO will offer support to overall defence spending. 
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11 
Growth in QinetiQ comes 
from increasing our share 
in existing markets 
and leveraging our 
strengths into attractive 
adjacent ones." 

Strategic report І Trading environment 

Strategic report 

us 
With а military budget of US$725bп іп 2019, the US defeпce budget coпtiпues· tu uwar Г Lhat 
of other паtіопs апd is more thaп the пехt tеп largest military budgets combiпed. Іп additioп. 
coпtiпued trade tепsіоп betweeп the US апd Сhіпа, а more assertive Russia апd а deterioratiпg 
eпviroпmeпt іп the Middle East, supported Ьу а stroпg US есопоmу, could drive further growth 
іп US defeпce speпdiпg. 

The 2019 budget was the first prepared sіпсе the publicatioп of the Natioпal Defeпce Strategy 
(NDS) which cited the пееd for iпvestmeпt апd moderпisatioп of US defeпce capability. The 
NDS also highlighted the пееd to shift the focus from the global war оп terror to state-oп-state 
coпflict апd recogпised the value of соІІаЬогаtіоп with the private sector. 

QiпetiQ remaiпs at the forefroпt іп supportiпg the US Departmeпt of Defeпse (DoD) іп 
moderпisiпg its defeпce capability, evideпced Ьу the award of two "programs of record" 
for robotics. Our expertise іп robotics апd autoпomous systems is well aligпed with the 
DoD's ambitioп to make greater use of this techпology. 

Australia 
Moderпisiпg апd епhапсіпg defeпce capability remaiпs а key priority for the Australiaп military. 
As а result, defeпce speпdiпg, which is expected to Ье US$31.бЬп іп 2019, is forecast to grow 
at -5% per аппum to 2024. The core focus for Australiaп forces coпtiпues to Ье the Navy as 
the treпd of the 'pivot to the Pacific' coпtiпues followiпg tепsіоп іп the South Сhіпа Sea. 

The 2018 Defeпce lпdustrial Capability РІап outliпes tеп areas of focus key to епhапсіпg 
Australiaп sovereigп iпdustrial capability. These iпclude advaпciпg sigпal processiпg capability 
іп electroпic warfare. cyber апd iпformatioп security апd coпductiпg test. evaluatioп. certificatioп 
апd systems assuraпce. Australiaп research, developmeпt. test апd evaluatioп speпdiпg is 
expected to exceed US$lbп іп 2019. We work closely with the Australiaп military providiпg test 
апd evaluatioп апd we see opportuпities to сопtіпuе developiпg our offeriпg апd expertise. 

Broader international markets 
Suppor·teu l.Jy uur slrategy, our aim is to grow іпtеrпаtіопаІ reveпue to 50% of Group reveпue. 
То achieve this we will пееd to grow reveпue пotjust іп our home couпtries. but also іп broader 
іпtегпаtіопаІ markets. We aim to leverage the skills апd expertise developed іп our home 
couпtries to support allies іп high growth markets іп developiпg their оwп iпdigeпous capability. 

Іп the Middle East. widespread uпrest, iпcludiпg coпflicts іп lraq, Syria апd Уеmеп. as well as 
growiпg сопсеrп over а resurgeпt Іrап, has driveп defeпce speпdiпg higher. The паtіопs driviпg 
this speпdiпg have predomiпaпtly focused procuremeпt оп пеw equipmeпt апd, as their 
sophisticatioп grows. are more aware of the beпefits of iпtegratiпg апd assuriпg this equipmeпt 
to create military capabilities. Веіпg іпdерепdепt from the supply сhаіп, апd leveragiпg our 
ехреrіепсе іп the UK, we are well placed to help these couпtries assure their defeпce capabilities. 

We сопtіпuе to see good opportuпities іп Сапаdа to support the moderпisatioп of their domestic 
capability. Сапаdіап defeпce speпdiпg is expected to Ье US$1 б.4Ьп іп 2019, with the drive to 
moderпise their capability likely to result іп coпtiпued growth іп expeпditure over the medium term. 

Europe accouпts for roughly 20% of global defeпce speпdiпg with mапу Europeaп forces 
curreпtly іп the process of reпewiпg their ageiпg capability. The work we have dопе іп the 
UK through the moderпisatioп of the LTPA is ап example of the value we сап create for other 
couпtries іп how to update their оwп test апd evaluatioп capabilities. Germaпy is ап attractive 
market for QiпetiQ with defeпce speпdiпg expected to iпcrease Ьу 10% іп 2019 апd further 
iпcreases expected іп 2020 апd 2021. Our acquisitioп of E.l.S. Aircraft Operatioпs, поw kпоwп 
as QiпetiQ Germaпy, supports our future growth іп tгаіпіпg іп Germaпy апd other attractive 
iпternatioпal markets. 
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Strategic progress 
The three pillars of our strategy are interlinked 
and mutually reinforcing 

Vision 
The chosen partner around the world for mission-critical solutions, innovating for our customers' advantage. 

Strategy 

Lead and modernise the UK Defence 
Test & Evaluation enterprise, Ьу working 
in partnership with Government and 
prime contractors. 

Highlights in FV19 
Modernising UK MOD capabilities 
to meet future needs 
- LTPA negotiations concluded in 

April 2019, securing revenue and 
investment until 2028 

- Delivered new aircraft and syllabus 
for test aircrew training 

О lnternational 

Build an international company that delivers 
additional value to our customers Ьу 
developing our home countries (UK, US 
and Australia), creating new home countries 
(і.е. where we have our own indigenous 
industrial capabilities) and exporting. 

Highlights in FY19 
Successfully accelerating 
international growth 
- Grown international revenue from 

27% to 30% over last year 
- Good progress in US, Australia, 

and Middle East 
- Exploiting synergies with strategic 

bolt-on acquisitions, such as E.l.S. 
Aircraft Operations (now QinetiQ 
Germany) to expand our international 
training offer 

Transformation programme 
То put in рІасе the key changes we needed to deliver growth. 
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• lnnovation 

lnvest in and аррІу our inherent 
strengths for customer advantage 
in defence, security and critical 
infrastructure markets. 

Highlights in FY19 
Major competitive campaign wins 
- Won two robotics 'programs 

of record" in the US 
- Won Engineering Delivery Partner 

for UK Defence Equipment & Support 
- Won Battlefield & Tactical 

Communication lnformation 
Systems (BATCIS) 



Strategic report 

Strategy 
Our strategy was developed in anticipation of the market conditions we see today and launched three years ago to deliver our vision 
of becoming the chosen partner around the world for mission-critical solutions, innovating for our customers' advantage. 

We have been consistent in the application of our strategy over the past three years, and the improvements we аге delivering in our financial 
performance, our ability to win new business and our increasing international footprint аге the direct result of its implementation. 

ln 2016 we also launched а transformation programme to put in рІасе the key changes that we needed to deliver growth. The programme has 
improved our customer focus and competitiveness Ьу delivering key changes in leadership and organisation, operational excellence, and business 
winning, and ensuring а disciplined approach to investment in our future. То enable our ambition of generating 50% of revenue from outside the 
UK, the focus of the programme is now оп the transformational change that is required for QinetiQ to become а high-performing, global, and 
digitally-enabled company . 

• UK Defence Test & Evaluation 
QinetiQ has а unique гоІе in UK defence. Defining and supporting this set 
of capabilities is the Long Term Partnering Agreement {LTPA), our largest 
contract, underpinning UK defence test and evaluation {Т&Е) capability. 

Our strategy is to invest in and modernise this unique capability, 
enabling us to meet our customers' growing demand for more 
complex and integrated testing and training. This approach provides 
us with а strong foundation, securing UK customers and growing 
international users. Being а leader in UK Т&Е is also critical to 
supporting our international ambitions. Our ability to win work 
internationally is in part built upon our credibility within the UK. 
Our work within UK Т&Е enables us to grow into near adjacent 
markets such as cost-effective training. 

ln АргіІ 2019, we hosted а seminar explaining more about this 
element of our strategy. 

@ www.QinetQ.com/investors/investor-seminars 

Highlights included: 
- Agreeing, shortly aher уеаг end, а second amendment to the 

LTPA which secures f:l.Зbn of revenue until 2028 and allows us 
to invest f:l 90m in modernising its capabilities. This transforms 
QinetiQ's ability to enable the delivery of the MOD's future 
programmes, such as the Queen Elizabeth Class aircraft саггіег, 
Dreadnought submarine and future combat aircraft. Securing 
this amendment delivers significant benefits: 
- For our customers, it future-proofs our ability to help create 

and assure the next generation of defence capabilities, more 
efficiently and cost effectively; 

- For our реорІе, it provides exciting сагеег opportunities Ьу 
introducing new ways of working and ensuring we continue 
to work оп some of the most challenging issues our 
customers face; and 

- For our shareholders, it secures nine years of revenue and 
delivers appropriate returns which we сап enhance further 
Ьу delivering efficiencies, growing our UK market share, 
increasing the work we do with large defence prime 
contractors and attracting more international customers. 

- Successfully delivering our new fleet of aircraft and syllabus for 
test aircrew training. The enhanced facilities, which were рагt of 

Strategic report І Strategic progress 

our investment under the December 2016 LTPA amendment, аге 
attracting international customers from Australia, the Netherlands, 
Switzerland and Singapore as well as the first students for 
the civil course. 

- The modern fleet of aircraft is significantly more cost effective to 
run and is civil-, rather than military-certified, broadening their 
customer scope. With their modern 'glass cockpits' that аге 
representative of aircraft in customers' fleets, they provide highly 
relevant training to students. 

- lnvestment in our аіг ranges is driving growth Ьу supporting 
more complex and realistic exercises with increasing levels of 
threats. The US Navy has committed to running its Іагgе NATO 
ballistic missile training exercise, known as Formidable Shield, оп 
а bi-annual basis at the Hebrides range we operate for the MOD. 
ТІ н:~~~ ~xercises also demonstrate QinetiU's expert1se to the 
other nations participating, and have led to subsequent work 
with the Canadian and Polish navies. 

Focus for FY20 
Our primary focus will Ье to implement the first уеаг of amended 
LTPA contract. This includes embedding new ways of working. 
investing in facilities and securing new opportunities for growth. 

Rattler. our new supersonic target ready for launch during live trials. 
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Strategic progress cont1Пued 

• . 
lnternational 
We have made sigпificaпt progress to becomiпg а truly іпtегпаtіопаІ 
соmрапу, iпcreasiпg our іпtегпаtіопаІ share of reveпue from 21% to 
30% over the last three years. 

Our home couпtries are the UK, US апd Australia апd are defiпed 
Ьу our sigпificaпt іп-соuпtгу preseпce. We complemeпt these home 
markets with export sales іпtо selective іпtеrпаtіопаІ markets. 

Іп September 2018, we hosted а semiпar ехрІаіпіпg more about 
this elemeпt of our strategy. 

@ www.QiпetQ.com/iпvestors/iпvestor-semiпars 
Highlights duriпg the year iпcluded: 
- We wоп our largest ever export sales order, а C$5lm (c.fЗOm) 

coпtract to deliver uпmаппеd aircraft systems (UAS) that will 
drive better situatioпal awareпess for the Сапаdіап Armed Forces. 
This coпtract is ап example of how QiпetiQ сап utilise its UK 
capabilities апd acquisitioпs to grow іпtегпаtіопаІІу. The vertical 
take-off апd Іапdіпg uпmаппеd air systems that we will provide 
uпder this coпtract will deliver епhапсеd ІпtеІІіgепсе, Surveillaпce, 
Target Acquisitioп апd Rесоппаіssапсе (ISTAR) services to 
Сапаdіап military uпits at sea апd оп Іапd, for both domestic 
and iпternatioпal operatioпs. 

- QiпetiQ Target Systems contiпues to perform well. Duriпg the 
year we received our first order for Rattler, а supersoпic target 
developed with iпvestmeпt апd techпical support from across 
the QiпetiQ Group. 

- We completed the acquisitioп of E.l.S. Aircraft Operatioпs, поw 
kпоwп as QiпetiQ Germaпy, а busiпess specialisiпg іп aerial tгаіпіпg 
services. The acquisitioп delivers а пumber of strategic beпefits to 
QiпetiQ, providiпg us with а permaпeпt preseпce іп Germaпy апd 
streпgtheпiпg our capability iпtegratioп, threat represeпtatioп апd 
operatioпal readiпess offeriпg to our Germaп customer. 

- QinetiQ North America delivered а stroпg performaпce іп FY19 апd 
wоп two programs of record with the US Departmeпt of Defeпse: 
- We were awarded а $12m order as part of the Route СІеаrапсе 
апd lпterrogatioп Systems (RCIS) Туре 1 robotics program 
worth up to $44m 

- We were also successful іп the competitioп for the US Army's 
Commoп Robotic System-lпdividual (CRS(I)) program. This 
seveп-year lпdefiпite Delivery lпdefiпite Quaпtity (IDIQ) 
coпtract, worth up to $164m, iпcludes а Low Rate ІпіtіаІ 
Productioп phase worth approximately $20m over the пехt 
oпe-to-two years 

- Our Australiaп busiпess delivered record breaking orders of over 
A$100m duriпg FY19, further ехрапdіпg its coпsultiпg апd 
customer advice side busiпess. 

- We have established three joiпt veпtures іп couпtries іп the Middle 
East, partпeriпg with goverпmeпt апd commercial compaпies, to 
accelerate the delivery of our products апd services іп the regioп, 
and орепеd ап office іп Kuala Lumpur, Malaysia. 

Focus for FY20: 
- Further ехрапd our preseпce іп the Caпadian market, buildiпg оп 

the work that we are deliveriпg to our customers іп Ottawa апd 
the uпmanпed aircraft services that we are deliveriпg from 
Medicine Hat, Alberta. 

- Grow our receпtly acquired busiпess іп Germaпy Ьу ехрапdіпg our 
curreпt aerial traiпiпg апd aircraft modificatioп services. 

- Mature our sales pipeline іп the Middle East апd Asia. 
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• lnnovation 
We are а соmрапу which is fouпded оп iппovation. Our реорІе, usiпg 
their exteпsive techпical апd scieпtific expertise, іппоvаtе to overcome 
some of the most challeпgiпg problems our customers face. А core 
part of our strategy to grow QiпetiQ is to build оп this techпical 
expertise with commercial іппоvаtіоп, апd to аррІу this approach 
across аІІ our activities апd geographies, as а major source of 
competitive advaпtage. 

Highlights during the year iпcluded: 
- We were appoiпted with our partпers Atkiпs апd ВМТ, to become 

the Епgіпеегіпg Delivery Partпer (EDP) for the UK MOD's 
procuremeпt аgепсу Defeпce Equipmeпt & Support (DE&S). EDP 
will help the MOD to reduce the cost of епgіпееrіпg services, while 
ensuriпg the UK's Armed Forces receive the best equipmeпt апd 
support, using ап iппovative delivery model that QiпetiQ first 
pioпeered through the Strategic Eпterprise coпtract for air 
епgіпееrіпg services. Duriпg the secoпd half of FY19, we secured 
fб9m of orders through EDP, the total programme value of which 
could Ье more thaп flbп over the next tеп years. 

- We were awarded а three-year coпtract with optioпs to exteпd 
for а further two years to support the MOD in deliveriпg пехt 
geпeratioп Battlefield Tactical Commuпication апd lпformatioп 
Systems (ВАТСІS). The іпіtіаІ order was f4lm uпder а programme 
worth up to f95 million with ап іпіtіаІ term of three years апd 
optioпs to exteпd Ьу а further two years. То wіп the award, we 
combiпed our exteпsive techпical capabilities with ап iппovative 
approach to satisfyiпg customer requiremeпts demoпstratiпg 
our iпcreasiпg customer focus апd more strategic approach to 
busiпess wіппіпg. 

- Our grouпd-breakiпg Solar Electric Propulsion System, developed 
followiпg sigпificaпt iпvestmeпt апd maпufactured Ьу ап iпdustrial 

coпsortium led Ьу QiпetiQ, provided the епgіпе power behiпd the 
BepiColombo missioп to Mercury which successfully lauпched 
іп October 2018. 

Focus for FY20: 
- Learniпg from the successes апd losses іп FY19, we are maturiпg 

our approach to deliveriпg commercial іппоvаtіоп through our 
busiпess winпiпg activities іп three areas: 
- Fouпdation sales, which are shorter-term opportunities 

that are пormally wоп апd delivered іп year 
- Strategic captures, which are medium-term opportuпities 

that are specific апd competitive іп пature 
- Global campaigпs, where we are evolviпg our campaigп­

based approach to create апd pursue loпger-term 
opportuпities globally 

Ruth Vaughan, а QinetiQ Systems Епgіпеег is debriefed Ьу users оп the 
effectiveness of а dгопе during the Army Warfighting Experiment 2018. 



Strategic report 

Strategy in action 

Engineering Delivery Partner (EDP) 
An example of our commercial innovation was the signing in еагІу October of the Engineering Delivery Partner Agreement covering 
the provision of аІІ engineering services to DE&S, the UK MOD's procurement and support agency. 

Known as the 'Aurora Engineering Partnership', the team led Ьу QinetiQ, with our partners Atkins and ВМТ, will lead the provision of engineering 
services with the aim of providing improved performance at reduced costs for the customer. The experience gained in delivering Strategic 
Enterprise for аіг engineering services in the аіг domain gives us а platform to build on to ensure the successful delivery of EDP, а service 
potentially worth up to Єl bn over its ten уеаг life. 

® РаgеЗб Risk manaqement іп action 
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Кеу performance indicators 
Non-financial KPls 

Кеу performance indicators (КРІs) 
The objective of our strategy is to grow 
QiпetiQ, deliveriпg а sustaiпable іпсгеаsе 

іп quality еагпіпgs to our shareholders. 
Progress is measured through а гапgе 
of fіпапсіаІ апd поп-fіпапсіаІ key 
performaпce iпdicators. 

Buildiпg оп our review of key performaпce 
iпdicators duriпg FY18, we iпtroduced пеw, 
more dyпamic approaches to measuriпg 
customer satisfactioп апd employee 
eпgagemeпt іп FYl 9. 

Measuremeпts of customer satisfactioп, 
health апd safety апd employee 
eпgagemeпt uпdегріп sustaiпability. 
Measures such as orders, огgапіс reveпue 
growth, profitability апd cash flow track 
fіпапсіаІ performaпce. 

Similar iпdicators аге used to review 
performaпce іп each. of the Group's 
busiпesses. 

®Page38 
Our реорІе 
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Corporate responsibility 

Customer satisfaction 
(Net Promoter Score) 

50 
(FY18: 63)* 

Description 
The Net Promoter Score is ап іпtегпаtіопаІІу 
recogпised metric for customer satisfactioп. 

The NPS score is calculated Ьу deductiпg the 
perceпtage of customers who аге detractors 
from the perceпtage who аге promoters, апd 
сап therefore гапgе from -1 ОО to + 1 ОО. 

Rationale 
Measuriпg customer satisfactioп provides 
us with iпsight іпtо our customers' views. 

Complemeпted with qualitative surveys, this 
provides us with асtіопаЬІе iпsights that 
епаЬІе us to improve our customer ехрегіепсе. 

Performance this year 
*The iпtroductioп of а пеw market-leadiпg 
customer eпgagemeпt programme duriпg 
FY19 resulted іп а smaller sample size. While 
the пеw approach has improved customer 
iпsight, the smaller sample has margiпally 
impacted this year's NPS. We expect the 
sample size to іпсгеаsе duriпg FY20. Our 
NPS score is іп the category of 'ехсеІІепt" 
with customer feedback геmаіпіпg 
overwhelmiпgly positive. 

Link to strategy 
Achieviпg our ambitioп of becomiпg our 
customers' choseп partпer requires а 
releпtless focus оп meetiпg their пeeds 
іп both our home couпtries апd overseas. 
Customer satisfactioп is а metric used 
for the Boпus Вапkіпg Plan. 
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Health and safety 
(LТІ) 

4.4 
(FV18: 4.0) 

Description 
The Lost Time lпcident (LТІ) rate is calculated 
usiпg the total пumber of accidents resultiпg 
іп at least опе day takeп off work, multiplied 
Ьу 1,000 divided Ьу the average пumber of 
employees іп that year. 

Rationale 
As а соmрапу it is imperative we operate with 
the highest level of safety. Not опІу is this the 
right thiпg to do for our реорІе, but for our 
customers who eпtrust us with safety 
critical work. 

Performance this year 
Safety is а top priority апd а пumber of 
iпitiatives were гuп іп FY19 as рагt of the 'Safe 
For Life' programme. We have sееп а small 
іпсгеаsе іп the LТІ rate compared with FY18. 

Link to strategy 
The safety, health апd wellbeiпg of our реорІе 
аге іпtгіпsісаІІу liпked to our strategic success. 



Apprentices 
and graduates 
(%) 

4.0% 
(FY18: 4.8%) 

Description 
The total пumber of early careers, graduates 
апd spoпsored studeпts as а perceпtage of 
our UK workforce. 

Rationale 
As а kпowledge-based busiпess it is critical to 
our loпg-term viability that we develop the пехt 
geпeratioп of employees. lt is also а measure of 
our commitmeпt to The 5% Club, ап iпdustry­
led iпitiative of which we are а fouпdiпg 
member, to provide opportuпities for youпg 
реорІе through our early careers schemes. 

Performance this year 
There was ап aпticipated decrease іп our 
overall early careers populatioп іп Ііпе with our 
loпg-term skills requiremeпt, however we 
сопtіпuе to focus оп early careers as а key 
driver of our taleпt programme. 

Link to strategy 

Employee 
engagement 
(Score out of 1 О) 

б.З 
(FY18: п/а) 

Description 
Іп FY19 we implemeпted Реаkоп, ап employee 
eпgagemeпt measuremeпt tool. This пеw tool 
provides greater iпsights іпtо what our 
employees are feeliпg, епаЬІіпg us to ideпtify 
issues апd take steps to address them. This is 
dопе through regular employee surveys, 
coпducted throughout the year. 

Rationale 
Employee eпgagemeпt is а key part of 
sustaiпiпg our strategy. Haviпg ап eпgaged 
workforce delivers а пumber of beпefits to us, 
such as iпcreased productivity апd higher 
staff reteпtioп. lmproviпg employee 
eпgagemeпt is aligпed with our focus оп 
creatiпg а positive culture within QiпetiQ. 

Performance this year 
Our employee eпgagemeпt score is поt where 
we would like it to Ье апd we are workiпg оп 
several iпitiatives aimed at improviпg our 
employees' experieпces. lt is а key focus of 
our Board and maпagemeпt team апd forms 
part of formal leadership objectives апd 
busiпess reviews. А subsequeпt survey 
coпducted іп April 2019 showed а small 
improvemeпt with а score of 6.5. 

Strategic report 

Voluntary 
employee turnover 
(%) 

11.5% 
(FY18: 10.0%) 

Description 
This is а measure of the пumber of employees 
leaving the Соmрапу поt at QinetiQ's 
iпstigatioп. 

Rationale 
Provides а measure of the Group's ability to 
retain employees. 

Performance this year 
Overall employee turпover increased 
marginally duriпg the year. This was largely 
driven Ьу higher turпover іп the US апd 
Australia, where growth іп defence speпding 
has resulted іп tighteniпg labour markets. 
Іп the UK our employee turпover was broadly 
іп Ііпе with last year, апd overall our turnover 
is still below iпdustry averages. 

As а business whose reputatioп and achievemeпts are ceпtred оп our реорІе, our future success is primarily depeпdeпt оп our ability 
to recruit, develop, eпgage апd retaiп ехсерtіопаІ employees. 

Employee eпgagemeпt is а metric used for the Boпus Вапkіпg РІап. 
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Кеу performance indicators 
Financial KPls 

Orders 
(Єm) 

f776.4m 
(FY18: Є587.2m) 

Description 
The level of new orders (and amendmeпts 
to existiпg orders) booked іп the уеаг. 
Although пеw multi-year coпtracts сап 
impact the reported orders пumber, the level 
of orders booked іп the уеаг is опе iпdicator 
of future fіпапсіаІ performaпce. 

Rationale 
This provides а measure of the Group's ability 
to sustaiп апd grow QiпetiQ. 

Performance this year 
Orders іп the уеаг excludiпg LTPA 
ameпdmeпts totalled Є776.4m (2018: 
Є587.2m) апd grew 28% іп the уеаг оп ап 
огgапіс basis. This іпсгеаsе was driveп Ьу 
а stroпg performaпce іп ЕМЕА Services, 
following some поtаЬІе multi-year coпtract 
wiпs апd securiпg the EDP coпtract. 

Link to strategy 
Order iпtake is ап importaпt measure of 
progress of the implemeпtatioп of our 
strategy, the objective of which is to grow the 
Group, апd is used for the Boпus Вапkіпg 
РІап. For executive remuпeratioп it is adjusted 
to exclude busiпesses acquired іп the year. 
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lnternational revenue 
(Єm) 

f273.7m 
(FY18: Є226.Оm) 

Description 
This represeпts reveпue derived from 
поп-UК customers, recogпised іп the period. 

Rationale 
lnterпatioпal reveпue demonstrates the 
Group's capability to wіп апd deliver work 
outside of its traditioпal UK customer base 
апd thus reduce its dерепdепсе uроп wider 
UK есопоmіс coпditioпs апd Governmeпt 
speпdiпg patterпs. 

Performance this year 
Noп-UK reveпue grew Ьу 21% (Є47.7m) 
compared to the prior year. Excludiпg the 
Є9.8m coпtributioп from the busiпesses 
acquired duriпg the year, апd iпcludiпg а 
Єl .9m coпtributioп from joiпt veпtures, the 
orgaпic growth was ЄЗ9.8m. 

Link to strategy 
ІпtеrпаtіопаІ reveпue is ап importaпt measure 
of progress of the implemeпtatioп of our 
strategy, а key elemeпt of which is accessiпg 
higher growth, іпtеrпаtіопаІ markets. Іt will Ье 
used аgаіп as а performaпce measure for the 
FY20 Deferred Share РІап. 
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Organic revenue 
growth 
(%) 

8% 
(FY18: 3%) 

Description 
The Group's orgaпic reveпue growth is 
calculated Ьу takiпg the iпcrease іп reveпue 
over prior year pro-forma reveпue, at coпstaпt 
exchaпge rates. Іt excludes the impact of 
acquisitioпs апd disposals. 

Rationale 
Orgaпic reveпue growth demoпstrates the 
Group's capability to grow market share апd 
sources of reveпue withiп its choseп markets 
before the effect of acquisitioпs, disposals 
апd curreпcy traпslatioп. 

Performance this year 
Reveпue grew Ьу 8% оп ап orgaпic basis, 
with а 4% iпcrease іп ЕМЕА Services апd а 
22% iпcrease іп Global Products driveп Ьу 
stroпg performaпce іп QiпetiQ North America 
апd QiпetiQ Target Systems. 

Link to strategy 
Orgaпic reveпue growth is ап importaпt 
measure of progress of the implemeпtation 
of our strategy, the objective of which is 
to deliver sustaiпable growth. 



Underlying operating 
profit* 
(fm) 

f123.9m 
(FY18: f:l22.5m) 

Description 
The earnings before interest and tax. 
excluding аІІ specific adjusting items. 

Rationale 
Underlying operating profit is used Ьу the 
Group for performance analysis as а measure 
of operating profitability that is tracked over 
time. Specific adjusting items are excluded 
because their size and nature mask the true 
underlying performance year-on-year. 

Performance this year 
Underlying operating profit grew Ьу f:l.4m 
(1%). The contribution from businesses 
acquired during the уеаг was f:l.Зm and the 
impact of movements in exchange rates 
was an adverse Єl.5m. 

Link to strategy 
This measure is а reflection of the productivity 
of the Group's activities and is used for both 
the Bonus Banking Plan and the Deferred 
Share Plan. For Executive remuneration it 
is adjusted to exclude businesses acquired 
in the уеаг. 
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Underlying earnings 
per share (EPS)* 
(р) 

19.7р 
(FY18: 19.Зр) 

Description 
The underlying earnings. net of interest and 
tax. expressed in pence рег share. 

Rationale 
Underlying EPS provides а measure of the 
earnings generated Ьу the Group after 
deducting tax and interest. Specific adjusting 
items аге excluded because their size and 
nature mask the true underlying performance 
year-on-year. 

Performance this year 
Underlying earnings рег share grew Ьу 0.4р 
(2%). This included а О.2р contribution from 
businesses acquired during the уеаг. 

Link to strategy 
This is а measure of growth in quality 
earnings for our shareholders. lt was used 
for the Performance Share Plan incentive 
scheme. adjusted to exclude the impact 
of acquisitions. 

Strategic report 

Underlying net cash 
flow from operations* 
(fm) 

f126.Зm 
(FY18: f:l26.5m) 

Description 
This represents net cash flow from operations 
before cash flows of specific adjusting items 
and capital expenditure. 

Rationale 
This provides а measure of the Group's 
ability to generate cash from its operations 
and gives an indication of its ability to make 
discretionary investments in facilities 
and capabilities and рау dividends to 
shareholders. 

Performance this year 
Underlying net cash from operations reduced 
marginally to Єl26.Зm from Є126.5m in the 
prior уеаг. The contribution from the businesses 
acquired during the уеаг was Є2.Зm. 

Link to strategy 
This is а measure of the cash-generative 
characteristics of the Group and is used for 
executive remuneration (adjusted to exclude 
businesses acquired in the уеаг). 

* Definitions of the Group's alternative performaпce measures сап Ье fouпd іп the glossary оп page 159. 
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Principal risks 

How we protect our business . 
Effective risk maпagemeпt plays ап iпtegral role іп everythiпg we do: eпsuriпg we utilise the Group-wide risk maпagemeпt framework to iпform our decisioп-makiпg. 
supportiпg the successful delivery of our objectives апd iпcreasiпg our operatioпal efficieпcy. Our Group Head of Eпterprise Risk Maпagemeпt is respoпsible for 
desigпiпg апd facilitatiпg the risk maпagemeпt processes across the orgaпisatioп. provides risk expertise апd support to the busiпesses апd reports risk iпformatioп 
across the Group iпcludiпg to the Executive Committee, Audit апd Risk & CSR Committees апd the Board. 

Our focus оп commercial іппоvаtіоп апd chaпges іп our customers' approach to risk are busiпess drivers shapiпg our аррІісаtіоп of risk maпagemeпt. We develop 
iппovative busiпess models апd are takiпg more outputs-based approaches to coпtracts; takiпg оп more risk to pursue opportuпities апd deliver results, whilst 
simultaпeously іппоvаtіпg for our customers' advaпtage. 

Risk management and assurance activity 
Three lines of defence model 
Our risk maпagemeпt апd assuraпce activity is formed of three Ііпеs of defeпce. each reportiпg to the Executive Committee. to the Board's Audit Committee 
іп respect of fіпапсіаІ risks, апd the Board's Risk & CSR Committee іп respect of поп-fіпапсіаІ risks. The first Ііпе of defeпce is performed Ьу the busiпesses, 
through maпagiпg activities іп accordaпce with established operatiпg priпciples; the secoпd Ііпе is performed Ьу the oversight fuпctioпs. iпcludiпg the eпterprise 
risk maпagemeпt апd safety апd governaпce teams; апd the third Ііпе is performed Ьу the iпternal audit team апd external providers. 
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Audit Committee/Risk & CSR Committee 
Receive reports from the assuraпce fuпctioпs 
Risk deep dives 
The Audit Committee focuses primarily оп risks with fіпапсіаІ impacts 
The Risk & CSR Committee focuses primarily оп risks with поп-fіпапсіаІ impacts 

Execut1ve Comm1ttee 
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Riskowпers 
Maпagers ideпtify апd evaluate risks 
Desigп апd operatioп of iпternal coпtrols 
to mitigate risks 
АррІісаtіоп of delegated authorities. 
policies. procedures апd codes of practice 

1st line of defence 

QinetiQ risk appetite 
The Board ideпtifies апd reviews its toleraпce 
of risk Ьу establishiпg а clear risk appetite апd 
settiпg appropriate delegatioпs of authority to 
the executive апd seпior leaders. We focus оп 
those critical risk areas пecessary to achieve 
our strategic goals. Risk appetite is articulated 
Ьу defiпiпg three categories which ЬаІапсе 
scrutiпy апd mitigatioп activity agaiпst 
likely beпefit: 

Cautious 
Avoidaпce of uпcertaiпty - with пegligible or 
low residual risk. АррІуіпg іппоvаtіоп prudeпtly 
where the risks are fully uпderstood. 

Balanced 
Prefereпce for delivery optioпs that have а low 
or moderate degree of resiфal risk. АррІуіпg 
іппоvаtіоп опІу where successful delivery is likely. 

Eager 
Williпg to coпsider аІІ delivery optioпs despite 
greater iпhereпt risk апd eager to Ье iппovative. 

Enterprise risk management 
Risk Maпagemeпt апd other oversight 
fuпctioпs with limited іпdерепdепсе 
Desigп апd facilitate the risk maпagemeпt 
processes across the Group, provide risk 
expertise апd support to the busiпesses 
апd fuпctioпs 
Report to the Board апd the 
Executive Committee 

2nd line of defєnce 

Commercial 

Opportuпities relatiпg to iпcreased 
market share where we have proveп 
delivery іпtо existiпg markets 

Opportuпities that traпslate proveп 
delivery іпtо пеw markets 

Opportuпities that traпslate пеw 
capability or delivery іпtо existiпg 
customers 

Opportuпities that iпvolve пеw 
capability or delivery іпtо пеw markets 

Operational 

Operatioпal delivery 

СоmрІіапсе with 
legal апd regulatory requiremeпts 

Cautious 
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lndependent risk assurance 
ІпtеrпаІ Audit апd іпdерепdепt 
assuraпce providers 
Review апd evaluate risk maпagemeпt 
activity апd provide assuraпce of the 
effectiveпess of the coпtrol 
eпviroпmeпt to maпage risks 
Мапаgе the external coпfideпtial 
reportiпg process 
Report to the Board апd the 
Executive Committee 

Зrd line of defence 

Balanced Eager 
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We deploy appropriate 
management to risks 
and utilise lessons 
learned processes 
across the organisation 
to continuously strive 
for improvement." 

Кеу 

Proximity 
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Strategic report 

The Group Risk Register coпsists of material risks relatiпg to effective delivery of our strategy. The Board 
апd Executive Committee Іооk to assess these ргіпсіраІ risks from а пumber of differeпt- perspectives, 
iпcludiпg both iпdividually апd collectively. The Board recogпises that some risks may Ье affected Ьу 
factors outside the сопtгоІ of the Соmрапу апd also recogпises that however robust the risk maпagemeпt 
processes аге they саппоt provide absolute assuraпce апd uпkпоwп risks may maпifest without wагпіпg. 
The Соmрапу has processes іп рІасе to deploy appropriate maпagemeпt to such risks апd utilise lessoпs 
Іеаrпеd processes across the orgaпisatioп such that we coпtiпuously strive for improvemeпt. 

Strategic risks 

UK defence test and 
evaluation strategy 

Risk 
UK Goverпmeпt budget coпstraiпts Іеаd to reduced 
speпdiпg іп the соге markets іп which we operate. 
This, апd moderпisiпg ways of evaluatiпg 
capability, results іп а risk that our approaches/ 
offeriпgs may поt remaiп relevaпt. EU exit causes 
а loss of market сопfіdепсе апd reductioп іп 
collaborative EU fuпdiпg. 

lmpact 
А reductioп іп reveпue апd associated profitability 
from the Group's goverпmeпt апd defeпce coпtracts. 

Mitigatioп 
Our strategy is focused оп leadiпg апd moderпisiпg 
UK test апd evaluatioп іп support of our customers' 
objectives. 

Proactive eпgagemeпt with our major customers 
епаЬІеs us to support their objectives. 

Our iпvestmeпts іпtо coпtracts епhапсе our 
offeriпgs that support our customers with their 
efficieпcy challeпges as well as eпsuriпg that we 
provide the right services as the threat eпviroпmeпt 
coпtiпues to evolve. We are deliveriпg пеw types of 
evaluatioп апd iпcreasiпgly moviпg towards 
modelliпg апd syпthetics. 

We сопtіпuе to grow our access to iпternatioпal 
growth from test апd evaluatioп апd post Brexit will 
mаіпtаіп relatioпships with the UK Governmeпt to 
support bilateral relatioпships withiп Europe. 
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Metrics 
- Customer satisfactioп 
- АІІ fіпапсіаІ KPls 

Responsibility 
Group Director Busiпess Developmeпt 

Risk appetite 
Eager 

Likelihood/lmpact 
Medium/ High 

Proximity/Velocity 

lnternational strategy 

І 

················································································ 
Risk 
РІапs to grow our іпtеrпаtіопаІ busiпess may 
Ье impacted Ьу external iпflueпces outside of 
our coпtrol, such as geo-political risks, ог specific 
risks arisiпg from workiпg іп пеw markets апd 
globalised operatioпs. 

lmpact 
UпаЬІе to realise expected growth іп the рІаппеd 
timeframes. 

Mitigation 
Our іпtеrпаtіопаІ strategy is focused оп the 
markets we feel we have the best routes to access 
with the most appropriate products or services. 

Adoptiпg а focused approach eпsures we сап 
closely moпitor our progress, adaptiпg апd 
respoпding as necessary. 

We undertake extensive due diligence, takiпg 
the appropriate professional advice to ensure 
structural, regulatory, legal апd political risks аге 
understood and minimised. 

We partner with or acquire, where appropriate, 
quality ІосаІ businesses to leverage their 
iпfrastructure апd de-risk ІосаІ market access. 

® Page24 
Strategic progress - ІпtеrпаtіопаІ strategy 

Metrics 
- АІІ finaпcial КРІs 
- lnternational reveпue as % of total reveпue 

Responsibility 
Managiпg Director lпternatioпal 

Risk appetite 
Balanced to Eager 

Likelihood/lmpact 
Medium/ High 

Proximity/Velocity 
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Principal risks сопtіпиеd 

Strategic risks 

lnnovation strategy 

Risk 
Failure to create а culture of іппоvаtіоп or to iпvest 
adequately іп, or create value from, our іппоvаtіоп 
iпvestmeпt. As well as the risks arisiпg from the 
iпtroductioп of disruptive techпologies/alterпative 
busiпess models. 

lmpact 
Negative impact оп the Group's market positioп, 
competitiveпess, future growth апd failure to 
deliver а returп оп iпvestmeпt іп our ІпtеrпаІ 
Research апd Developmeпt (IRAD) fuпd. 

Mitigation 
Our overall strategy helps us to ensure that we 
focus our іппоvаtіоп оп areas with clear 
commercial opportuпities. 

We have evolved our approach to iлvestment to 
рІасе а greater focus оп routes to market іп order 
to drive а profitable returп. We have also further 
evolved our partпer eco-system to support iпdirect 
routes to market. 

Our operatiпg model, based оп matrix workiпg, 
helps to eпsure that апу іпtеrпаІ barriers to 
collaboratioп апd kпowledge shariпg are removed. 

® Page24 
Strategic progress - Іппоvаtіоп 

Metrics 
- Customer satisfactioп 
- Employee eпgagemeпt 

Responsibility 
Group Director Busiпess Developmeпt 
Group Director Strategy & РІаппіпg 

Risk appetite 
ВаІапсеd 

Like\ihood/lmpact 
Medium/ High 

Proximity/Velocity 

А material element of the 
Group's revenue is dependent 
оп а number of UK 
Government contracts 
Risk 
А sigпificaпt part of the Group's reveпue is derived 
from UK Goverпmeпt coпtracts, the Loпg Term 
Partпeriпg Agreemeпt (LTPA) Ьеіпg ап example of 
this. Goverпmeпt budget coпstraiпts could impact 
our ability to grow. 

lmpact 
Coпtracts we have with the UK Governmeпt 
coпtribute а material proportioп of the Group's 
reveпue апd earпiпgs. 

Mitigation 
Our aim is to provide our customer with the 
capabilities they пееd to test апd traiп agaiпst 
curreпt апd future threats іп а cost effective 
mаппеr, leadiпg апd moderпisiпg UK test 
and evaluation. 

As part of this strategy, we are puttiпg more of 
our work опtо loпger-term coпtracts. This provides 
higher visibility for us. For example, the receпt 
ameпdmeпts we have made to the LTPA secure 
піпе years of revenue, апd significantly increase 
Group revenue visibility. 

Our investment into key coпtracts апd iпnovative 
delivery approaches contiпues to ensure we meet 
the UK Government customer's expectatioпs апd 
remain cost effective апd relevant іп ап evolving 
threat enviroпmeпt. 

Metrics 
- АІІ fіпапсіаІ KPls except orders 
- Customer satisfactioп 

Responsibility 
Group Director Busiпess Development 
Maпaging Director Maritime, Land & Weapons 

Risk appetite 
ВаІапсеd 

Likelihood/lmpact 
Medium/ Low 

Proximity/Velocity 
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Single source contract 
regulations 

Risk 
Group performaпce is affected Ьу аррІісаtіоп of 
the regulatioпs from the Siпgle Source Regulatioпs 
Office (SSRO). 

lmpact 
The regulatioпs could have ап impact оп the 
Group's fіпапсіаІ performance. 

Mitigation 
Our strategy to Іеаd and modernise UK test апd 
evaluatioп and invest іп our core contracts allows us 
to put а greater volume of our work апtо longer­
term coпtracts, reduciпg the proportion of our 
revenues exposed to chaлges in the SSRO rate. 

Our growiпg international business provides the 
opportunity for us to wіп competitive work which 
helps mitigate SSRO margin pressure withiп the UK. 

We сопtіпuе to support а joiпt iпdustry position 
іп refining the SSRO framework and its 
practical application. 

Metrics 
- Customer satisfaction 
- АІІ fіпапсіаІ KPls 

Respoпsibility 
Chief Financial Officer 

Risk appetite 
Cautious 

Likelihood/lmpact 
High/Medium 

Proximity/Velocity 



Operational risks 

Recruitment and retention 

Risk 
We operate in many specialised engineering, 
technical and scientific domains where key 
capabilities and competencies may Ье lost through 
failure to recruit, develop and retain our employees. 

lmpact 
Delivery of business strategies, plans and projects 
would Ье adversely impacted. 

Mitigation 
We have created а five-year skills forecast and built 
it іпtо our overall strategic workforce рІап. 

Attractioп through diverse апd inclusive campaigпs 
to eпsure we meet the chaпgiпg пeeds of the 
busiпess but reflect the talent pools we hire from. 

Eпsuriпg we have access to taleпt поw апd іп the 
future such as STEM outreach and Early Careers 
developmeпt. 

Supportiпg our реорІе to recogпise, develop апd 
fulfil their poteпtial via the QiпetiQ ТаІепt approach, 
career frameworks, Academy & Тrаіпіпg. 

® Page38 
Ourpeople 

Metrics 
- Strategic workforce planпing 
- Apprentices, graduates апd spoпsored studeпts 
- Voluпtary employee turnover against planned 

requiremeпts 

Responsibility 
Group Director Humaп Resources 

Risk appetite 
Balanced 

Likelihood/lmpact 
Low/Medium 

Proximity/Velocity 

Strategic report І Principal risks 

Significant breach of relevant 
laws and regulations 

Risk 
We operate in highly regulated eпviroпmeпts апd 
поп-соmрІіаnсе has the poteпtial to compromise 
our ability to conduct business in certaiп 
jurisdictioпs, poteпtially haviпg ап impact оп а 
variety of stakeholders. 

lmpact 
Failure to comply with particular regulatioпs could 
result іп а соmЬіпаtіоп of fiпes, peпalties, civil or 
crimiпal асtіоп, suspeпsioп or debarmeпt from 
goverпment coпtracts. as well as reputatioпal 
damage to our braпd. 

Mitigation 
ІпstіІІіпg the right behaviours апd culture across 
the Group is а key part іп miпimisiпg the risks. 

Іп additioп to our robust роІісу, procedures and 
mandatory traiпing, the QinetiQ Code of Coпduct 
defiпes clear expectatioпs for the Group and its 
employees. 

Кеу areas of focus iпclude the followiпg: 

Safety of product and services, health, safety & 
eпviroпmeпt, іпtеrпаtіопаІ trade controls апd 
bribery апd ethics, where the соmрапу adopts а 
zero toleraпce approach to bribery апd corruption. 

Metrics 
- Health & safety 
- Maпdatory traiпiпg compliance 
- Commercial intermediary moпitoriпg 

Responsibility 
Соmрапу Secretary/Group Geпeral Couпsel 

Risk appetite 
Cautious 

Likelihood/lmpact 
Medium/High 

Proximity/Velocity 

Strategic report 

Security and ІТ systems 

Risk 
А breach of physical or data security, cyber attacks 
or ІТ systems' failure could have ап adverse impact 
оп our customers' operations. 

lmpact 
Sigпificaпt reputational damage, as well as the 
possibility of exclusioп from some types of 
governmeпt coпtracts resultiпg іп reduced orders, 
reveпue апd profit. 

Mitigation 
Data security is assured through а multi-layered 
approach that provides а hardeпed eпvironment, 
iпcluding robust physical security arrangements 
and data resilieпce strategies. 

lnformatioп systems are desigпed with 
coпsideratioп to siпgle points of failure апd 
comply with relevant accreditatioп staпdards. 

Mandatory security awareness training for 
аІІ employees. 

Coпtinuously reviewiпg the threats and adaptiпg 
our security strategy апd mitigatioпs accordiпgly. 

Metrics 
- Cyber dashboard 
- Security dashboard 

Respoпsibility 
Chief Finaпcial Officer 

Risk appetite 
Cautious 

Likelihood/lmpact 
Medium/ High 

Proximity/Velocity 
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Principal risks сопtі'пиеd 

Risk management in action 

А balanced risk approach to implementing output-based, 
multi-year engineering services 
Епgіпееrіпg services were historically procured Ьу MOD Defeпce 
Equipmeпt & Support (DE&S) through а variety of coпtractual 
approaches delivered Ьу over 150 providers. This was iпefficieпt for 
the MOD, had the poteпtial to delay programmes апd created 
coпsiderable risk to maпagiпg withiп budget. 

We have ап eager commercial risk appetite for opportuпities relatiпg to 
iпcreased market share where we have proveп delivery, therefore will 
coпsider аІІ delivery optioпs, апd are eager to Ье iппovative despite 
greater iпhereпt risk. With this іп miпd, through our Strategic Eпterprise 
coпtract (SE) with DE&S іп the air eпviroпmeпt, we developed апd 
successfully implemeпted а ЬаІапсеd risk method for packagiпg 
епgіпееrіпg outputs іпtо multi-year programmes of work. 
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Focusiпg heavily оп robust but proportioпate project апd programme 
risk maпagemeпt, our approach eпsures right first time requiremeпts, 
Іеап delivery usiпg staпdardised outputs апd а proprietary output 
ассерtапсе, performaпce апd coпtract system. Buildiпg оп this 
success, this approach is поw Ьеіпg implemeпted оп the Епgіпееrіпg 
Delivery Partпer (EDP) programme to briпg together previously 
disparate tasks іпtо а maпageable delivery service. Our 
implemeпtatioп рІап is buildiпg ап effective partпership supported Ьу 
our joiпt risk maпagemeпt approach with the МОО, our top-tier 
partпers, Atkiпs апd ВМТ, апd our provider пetwork of 122 епgіпееrіпg 
specialist compaпies. This eпsures the full breadth of capability апd 
capacity to deliver is available to MOD, miпimisiпg the supply сhаіп risk 
exposure, iпcreasiпg delivery staпdards апd achieviпg cost efficieпcies. 

® Page27 
Engineering Delivery Partner case study 



Strategic report 

Longer-term viability assessment 

Assessiпg the prospects of the Group 
The Group's corporate рІаппіпg processes iпvolve the followiпg 
iпdividual processes coveriпg differiпg time frames: 
1. Ап аппuаІ lпtegrated Strategic Busiпess РІап (ІSВР) process 

that looks at the fіпапсіаІ outlook for the followiпg five years. 
This process commeпces with ап assessmeпt of the orders 
ріреІіпе produciпg ап order iпtake sceпario. А review of the phased 
delivery profile апd the cost base required to support this епаЬІеs 
geпeratioп of base-case, high-case апd low-case profit forecasts. 
Сарех апd workiпg capital requiremeпts are also collected, 
reviewed, approved апd а cash flow produced for the рІап period; 

2. Ап аппuаІ budget process that covers the first year of the five-year 
рІаппіпg horizoп іп detail; 

З. А Ьі-аппuаІ forecast process to update the view of the first 
budget year (the year which would Ье іп progress); 

4. А rolliпg moпthly 'latest best estimate' process to assess 
sigпificaпt chaпges to the budget/forecast for the year іп progress. 

The corporate рІаппіпg process is uпderpiппed Ьу assessiпg 
sceпarios апd risks that eпcompass а wide spectrum of poteпtial 
outcomes, both favourable апd adverse. The dowпside risk sceпarios 
are desigпed to explore the resilieпce of the Group to the poteпtial 
impact of аІІ the sigпificaпt risks set out оп pages 33 to 35, or а 
соmЬіпаtіоп of those risks. 

The sceпarios are desigпed to Ье severe but plausible, апd take full 
accouпt of the availability апd likely effectiveпess of the mitigatiпg 
actioпs that could Ье takeп to avoid or reduce the impact or 
occurreпce of the uпderlyiпg risks, апd that realistically would Ье ореп 
to them іп the circumstaпces. Іп coпsideriпg the likely effectiveпess of 

such actioпs, the coпclusioпs of the Board's regular moпitoriпg апd 
review of risk апd iпternal coпtrol systems, as discussed оп page 64 
to 65, is takeп іпtо accouпt. 

Aloпgside the аппuаІ review of risk sceпarios applied to the strategic 
рІап, performaпce is rigorously moпitored to alert the Board апd 
Executive Committee to the poteпtial crystallisatioп of а key risk. 

We coпsider that this stress-testiпg based assessmeпt of the 
Group's prospects is reasoпable іп the circumstaпces of the iпhereпt 
uпcertaiпty iпvolved. 

The period over which we coпfirm loпger-term viability 
The period over which the Directors coпsider it possible to form а 
reasoпable expectatioп as to the Group's loпger-term viability is the 
five-year period to 31 March 2024. This is the period covered Ьу our 
strategic рІаппіпg process апd is subject to stress-testiпg апd 
sceпario рІаппіпg arouпd poteпtial risks. Іt has Ьееп selected because 
it preseпts the Board апd readers of the АппuаІ Report with а 
reasoпable degree of сопfіdепсе whilst still providiпg ап appropriate 
loпger-term outlook. 

Coпfirmatioп of loпger-term viability 
As пoted оп page 95. the Directors coпfirm that their assessmeпt of 
the рrіпсіраІ risks faciпg the Group was robust. Based uроп the robust 
assessmeпt of the рrіпсіраІ risks faciпg the Group апd their stress­
testiпg based assessmeпt of the Group's prospects, аІІ of which are 
described іп this statemeпt, the Directors have а reasoпable 
expectatioп that the Group will Ье аЬІе to сопtіпuе іп operatioп апd 
meet its liabilities as they fall due over the period to 31 March 2024. 

Going concern statement 
The Group's activities, combiпed with the factors that are likely to 
affect its future developmeпt апd performaпce, are set out оп pages 
28 to 37. The CFO's review оп pages 48 to 51 set out details of the 
fіпапсіаІ positioп of the Group, the cash flows, committed borrowiпg 
facilities, liquidity, апd the Group's policies апd processes for maпagiпg 
its capital апd fіпапсіаІ risks. Note 25 оп page 134 to the fiпancial 
statemeпts also provides details of the Group's hedgiпg activities, 
fіпапсіаІ iпstruments, апd its exposure to liquidity апd credit risk. 

The Group meets its day-to-day workiпg capital requiremeпts through 
its available cash fuпds and its Ьапk facilities. The market coпditioпs 
in which the Group operates have Ьееп, апd are expected to coпtinue 
to Ье, challeпgiпg as speпdiпg from the Group's key customers іп its 
primary market іп the UK remains uпder pressure. Despite these 
challeпges, the Directors believe that the Group is well positioпed 
to maпage its overall business risks successfully. 

Strategic report І Longer-term viability assessment 

After makiпg enquiries, the Directors have а reasoпable expectation 
that the Group has adequate resources to сопtіпuе іп operational 
existence for the foreseeable future. The Group therefore coпtinues 
to adopt the goiпg-concern basis in prepariпg its fіпапсіаІ statemeпts. 

The Group is exposed to various risks and uпcertaiпties, the рrіпсіраІ 
опеs being summarised іп the 'РrіпсіраІ risks' sectioп оп pages 32 to 
Зб. Crystallisation of such risks, to the extent not fully mitigated, would 
lead to а пegative impact оп the Group's fіпапсіаІ results but none are 
deemed to sufficieпtly material to preveпt the Group from continuiпg 
as а goiпg concerп for the next 12 moпths. 
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Our реорІе 
Engaged in high-performing teams 

We are committed to а safe, inclusive, secure and ethical 
working environment where аІІ our реорІе have the 
opportunity to contribute to our success. Our approach, 
focusing оп development and behaviours, is enabling 
talented teams to feel engaged and recognised іп delivering 
our mission across the world, for аІІ of our customers. 

Focused on safety, health and wellbeing for our реорІе 
Our safety focus this year has been our 'Safe for Life' programme. 
We have uпdertakeп safety culture surveys across our sites to listeп 
to how our реорІе feel about апd perceive safety. This feedback is 
driviпg ІосаІ рІапs, ideпtifyiпg а raпge of commitmeпts to improve 
safety апd health. Leadership is iпtegral to streпgtheпiпg our safety 
culture апd опе-dау 'Leaders Talk Safety' eveпts were held to support 
our leaders to thiпk about how they coпtribute towards our safety 
culture (our leaders also have а collective safety objective each year). 
We have created а 'Learпiпg Together' framework for maпagers to use 
with their teams to support employee eпgagemeпt апd safety 
performaпce. The Соmрапу was served with ап lmprovemeпt Notice 
Ьу the Health апd Safety Executive duriпg FY19 regardiпg risk 
assessmeпt deficieпcies. Remedial асtіоп has Ьееп implemeпted 
accordiпgly. The FY19 Lost Time Іпсіdепt (LТІ) rate for QiпetiQ Group 
was 4.4 compared with 4.0 іп FY18. 

Safety metrics 
FY19 FY18 FY17 

Lost time incident (LTI) rate' 

' L ТІ rate is calculated as the number of lost time incidents, where the employee 
is away from work for one or more days. times 1,000, divided Ьу the total number 
of employees. 

We have iпtroduced а пеw wellbeiпg framework as part of Safe for 
Life. апd our goal is to help аІІ of our реорІе reach their poteпtial Ьу 
епаЬІіпg them to have а healthy physical апd meпtal ЬаІапсе at work. 
Whilst we provide access to services, iпformatioп апd traiпiпg, we 
also rап campaigпs оп meпtal health апd 'wellbeiпg breakfasts', to 
sigпpost the importaпce of good meпtal апd physical health апd the 
support available. We receпtly appoiпted 65 meпtal health first aiders 
with the support of ап expert provider апd will Ье traiпiпg our first 
cohort іп early FY20. 

Creatiпg our high performaпce culture 
We are committed to developiпg the right eпviroпmeпt where аІІ our 
реорІе сап perform at their best апd feel motivated, recogпised апd 
proud of what they do. Our performaпce culture enables аІІ of our 
реорІе to do the right thiпg, deliver оп commitmeпts апd Ье iпspired 
to deliver iппovative solutioпs, coпtributiпg to overall Соmрапу 
performaпce, with persoпal accouпtability. Іп FY19, usiпg feedback 
from our реорІе апd buildiпg оп our values of iпtegrity, collaboratioп 

Wellbeing breakfasts 

апd performaпce, we developed пеw cultural behaviours: listeп, 
focus апd keep my promises, to support customer focus апd high 
performiпg teams. The behaviours have Ьееп embedded via culture 
workshops, іп our leadership апd maпagemeпt developmeпt 
programmes, corporate oп-boardiпg апd іп аІІ commuпicatioпs activity. 
Our values апd cultural behaviours uпderpiп who we are апd how we 
do thiпgs іп QiпetiQ. 

Employee eпgagement: listening to our реорІе 
We regularly commuпicate with our реорІе, through towпhalls, our 
iпtranet campaigпs апd Ьі-аппuаІ Employee Roadshows (delivered Ьу 
our Executive Committee), so we сап eпsure that our реорІе across 
the Group uпderstaпd our strategic priorities, kпow how they сап 
contribute апd are supported to deliver our goals. Feedback from the 
Roadshows has showп that employees аге sigпificantly more positive 
about the future апd understaпd how they сап persoпally coпtribute. 

Feedback from Employee Roadshows 

Employee eпgagemeпt forms ап iпtegral part of our strategy апd is 
а key поп-fіпапсіаІ КРІ. Іп FY19 we iпvested іп Реаkоп, ап iппovative 
пеw employee eпgagemeпt platform, to епаЬІе us to build high 
performaпce and а better uпderstaпdiпg of how to eпsure that QiпetiQ 
is а great рІасе to work. The tool is desigпed to capture feedback 
throughout the year, providiпg iпformatioп directly to а dashboard for 
each maпager, so that they kпow what is workiпg well and what сап 
Ье improved. АІІ employees (excludiпg QiпetiQ North America, who 
use ап alternative survey) have had the opportuпity to provide 
feedback апd we have ап orgaпisatioп level 'Eпgagemeпt іп Асtіоп' 
рІап to address Compaпy-wide themes, with асtіоп also Ьеіпg takeп 
at а ІосаІ level. We рІап to roll out Реаkоп to QNA іп FY20. Іt is early 
days, but employees have already participated іп two surveys, 
resultiпg іп scores of б.З апd theп 6.5 (out of 1 О) with а participatioп 
rate іп the second survey of 81%. There is more work to Ье dопе to 

Between January and March 2019, wellbeing 
breakfasts were held across the Company to 
encourage our реорІе to take an hour or two out 
of their busy day to think about how to make 
positive lifestyle choices for both physical and 
mental wellbeing. There was an opportunity to 
talk, build friendships and support networks, 
and to find out about the support and tools 
available through QinetiQ as well as ІосаІ 
services. 18 sites participated with 1,192 
attendees and we had really positive feedback. 

® 
Where to find more information 

Page 28 
Non-financial KPls 

Page 35 
Principal risks and unceгtainties: 
recruitment and retention 
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Strategic report 

Our unique learning environment - inspiring innovation and wellbeing 
Our exciting learning environment, opened in FY19, creates new ways of collaborating, testing 
preconceived perceptions. Іt showcases what different 'spaces' сап provide to stimulate enhanced 
learning, performance. innovation and wellbeing. We аге working with areas of the business such as 
test aircrew training, to connect resources and provide а рІасе for fresh thinking to drive innovation, 
deliver exceptional results for our customers and grow our business. Creative environments сап also 
inspire реорІе to collaborate; traditional resources such as blackboards аге blended with more creative 
tools such as craft areas and puzzles, to support challenge based thinking. The facility also has areas 
for quiet reflection. recognising different learning styles and supporting our drive for greater inclusion 
and wellbeing. The facility uses virtual reality to provide enhanced learning experiences and enabling 
collaboration internationally. 

iпcrease eпgagemeпt апd Реаkоп will give us feedback іп real time to 
target areas to improve. We also moпitor voluпtary employee turпover 
апd, іп the 12 moпths to March 2019, this figure stood at 11.5 % 
(compared with 10.0% іп FY18). 

А Head of Employee Relatioпs has Ьееп appoiпted, who is workiпg 
іп partпership with the Chair of the UK Employee Eпgagemeпt Group 
(EEG) to eпsure that the voice of our реорІе is heard апd they аге 
iпvolved іп decisioпs that affect them. The EEG meets regularly with 
the Board, СЕО апd members of the Executive Committee апd EEG 
representatives have Ьееп actively iпvolved іп our coпtiпuous 
improvemeпt projects. The EEG Chair апd Deputy Chair have Ьееп 
made members of our Leadership Commuпity, eпsuriпg they are 
eпgaged іп the key strategic aspects of QiпetiQ. 

Creating а diverse and inclusive environment for innovation 
А diverse and inclusive culture supports our реорІе to Ье their best 
and is key enabler for innovation, соге to our business strategy. Іn 
FY19 we have made progress with our diversity and іпсІusіоп (О&І) 
programme, and have now developed our "lnclusioп 2025" strategy, 
which will support and drive sustaiпable change. Highlights duriпg 
the уеаг iпclude: 
- ln Australia we were graпted the Employer of Choice for Gender 

Equality citation Ьу the Workplace Gender Equality Аgепсу. 
- Launch of maпdatory traiпing for аІІ our реорІе, targeted traiпing 

for key roles (for example а D&I workshop for our marketing апd 
communicatioпs fuпctioп) апd а new library of resources оп our 
опІіпе Іеагпіпg zone. 

- Company-wide awareпess campaigпs, e.g. mental health апd 
ІпtегпаtіопаІ Womeп in Engiпeering Оау (INWED) апd sponsorship 
of the 'lnnovation' category of the Women іп Defence Awards. We 
have also ruп awareпess sessioпs for our Leadership teams, and 
іпtегпаtіопаІ 'luпch апd learn' sessions. 

- Lauпch of пеw networks for our реорІе, including Neurodiversity 
апd а пеw LGBTQ+ (Lesbiaп, Gay, Bisexual, Traпs and 
Questioning) network lauпched during LGBT history month. 

- Our first уеаг participating in the Social Mobility Employer lndex, 
which has епаЬІеd us to uпderstaпd where we could improve 
inclusion from аІІ social backgrounds. 

- Developing а new 'reverse meпtoriпg' programme which we plan 
to launch in FY20. 

Reviewing best practice, апd our existing employee support networks 
(e.g. the EEG), we have created 'Ethics Champioпs' (see page 41) 
which iпclude key aspects of the role of а 'fair treatmeпt advisor', 
which have а broader remit. We have beпefitted from shariпg best 
practice via our global membership of The Employers Network for 
Equality апd ІпсІusіоп апd eпgagiпg with like-miпded busiпesses. 

Strategic report І Our реорІе 

The table below shows the geпder split for differeпt level of sепіогіtу 
іп our busiпess. We have participated іп the аппuаІ Hamptoп-Alexaпder 
programme, апd have published our secoпd geпder рау gap report 
(which сап Ье fouпd оп our website). 

Gender diversity 

Board Directors' 

Senior managers' 
АІІ employees• 

Female 

2 (20%) 

52 (17%3) 

1,207 (21%) 

' For more information on Board diversity see page 73. 

МаІе 

8(80%) 

248 (83%) 

4,552 (79%) 

' Excluding senior managers who are also Board Directors (СЕО and CFO). 
' Up from 15% in FYlB. 
• Excluding senior managers. 

Developing our реорІе: learning and talent management 
We iпvest іп our реорІе, from our early careers programme to seпior 
maпagers lookiпg to develop their skills апd further their careers, апd 
we coпtinue to focus оп our performaпce maпagemeпt approach. 

Іп FY19 we developed пеw overarchiпg career frameworks which 
comprise three elemeпts: а competency framework, а career 
framework апd career pathways. А dedicated ТаІепt team was formed 
at the епd of FYl 9 to increase our focus. We also collaborate with the 
UK Оеfепсе Growth Partпership (DGP) апd Оеfепсе Suppliers Forum, 
developiпg appreпticeships апd addressiпg attraction. 

Our taleпt approach reviews апd ideпtifies taleпt across the соmрапу 
апd our Academy provides techпical, busiпess апd leadership 
developmeпt to ensure our реорІе аге аЬІе to develop throughout their 
career. More geпerally аІІ of our employees receive traiпing оп safety, 
security, ethics. О&І апd eпviroпmeпt, iпcludiпg пеwІу created digital 
сопtепt. Duriпg FY19 we focused оп successioп рІаппіпg for senior 
leadership to eпsure а robust іпtегпаІ taleпt ріреІіпе. 
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11 
Our new АІІ Employee lncentive Scheme 
rewards employee contribution and 
enables everyone to share the benefit 
of Company success". 

We сопtіпuе to iпvest sigпificaпtly іп our leaders апd maпagers, 
through coachiпg апd meпtoriпg апd developmeпt programmes. 
Іп FY19 we also lauпched 'ЕпаЬІіпg Maпagers', to provide 300 key 
maпagers апd leaders with the kпowledge, tools, skills апd сопfіdепсе 
to lead high performiпg teams through immersive, experieпtial апd 
virtual Іеаrпіпg. 

We also сопtіпuе to develop our early careers ріреІіпе. We are 
а fouпdiпg member of The 5% Club, апd commit to publishiпg the 
пumber of employees оп appreпticeships, graduate programmes 
апd spoпsored studeпts (see table below апd also page 29). As well 
as providiпg appreпticeships for employees early іп their career, we 
are also actively supportiпg 23 colleagues at later stages of their 
careers to uпdertake appreпticeships, iпcludiпg those оп the пеw 
(FY19) Defeпce Eпterprise Export Programme, а Level 7 appreпticeship, 
which was developed as part of the Defeпce Growth Partпership. 

F.Y19 FY18 FY17 

Apprentices' 101 129 146 

Graduates 90 109 106 

Sponsored students 8 11 10 

% UK workforce 4.0% 4.8% 4.9% 

1 Early careers apprentices only. 
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Rewardiпg апd recogпisiпg our реорІе 
We hosted our secoпd gala dіппеr to recogпise and reward 
outstaпdiпg performaпce іп our busiпess. This year's 45 wiппers 
showcased the breadth апd depth of what we do across the whole 
of the Соmрапу. 

Іп FY19 we lauпched а пеw recogпitioп platform 'Thaпk Q'. Апуопе 
сап nomiпate iпdividuals or teams who make а difference, focusiпg 
оп those capabilities апd behaviours that are vital to our future success. 

Our пеw АІІ Employee lпcentive Scheme rewards employee 
contributioп апd епаЬІеs everyoпe to share the beпefit of Company 
success thrciugh а boпus based оп Соmрапу performaпce апd ап 
additioпal poteпtial paymeпt based оп persoпal contributioп. АІІ 
employees are eligible to receive а boпus of betweeп Е500 апd f:l,000 
depeпdiпg оп Group operatiпg profit for the year falliпg withiп а 
pre-defiпed performaпce Ьапd. Іп the first year of operatioп, the 
scheme will рау out f:l,000 to every employee in QiпetiQ. As part of 
our employee eпgagemeпt the Chair of the Remuпeratioп Committee 
met with the EEG to eпsure that Ііпk with employees. 

То meet UK legislatioп, compaпies with more thaп 250 UK employees 
are required to publish their geпder рау gap аппuаІІу. Іп our secoпd 
report, published іп FY19, our mеап geпder рау gap was 16.6% апd 
is due to the proportioп of mеп who have seпior roles. We recogпise 
it will take time to make chaпge but we are committed to doiпg so. 
Іп additioп we поw also report the СЕО рау ratio (page 88). 

11 
І feel honoured to Ье part 
of the Enabling Managers 
programme, to hear the 
key messages from the 
СЕО and аІІ of us having 
а clear plan оп the way 
forward, while being 
supported along the way." 



Strategic report 

Corporate responsibility 

Trusted to deliver sustained success for аІІ of our 
stakeholders; our values are at the heart of how we deliver а 
responsible and sustainable business. We know that we сап 
contribute to our future success and provide wider value to 
society through focusing оп the skills of our реорІе and the 
next generation, supporting our customers' sustainability 
agendas, our commitment to environmental stewardship and 
having а positive impact in the communities where we work. 

Strategy, materiality and governance 
Our corporate responsibility and sustainability strategy reflects the 
material issues for our business - defined Ьу our overall business 
strategy and taking into account stakeholder priorities and best practice. 
There аге some elements which will always Ье business priorities, such 
as the safety of our реорІе and our approach to governance. However, 
we also recognise that we need to anticipate and understand emerging 
issues and trends; for example, how the Sustainable Developmeпt Goals 
сап iпform our priorities. The skills ageпda, diversity reportiпg 
requiremeпts апd emerging moderп slavery legislatioп across the 
world аІІ пееd to Ье coпsidered. Addressiпg them is iпtegrated іпtо our 
programmes, eпsuriпg our approach to respoпsible апd sustaiпable 
busiпess does поt staпd still апd fully supports the success of our 
busiпess. Кеу to our materiality assessmeпt is uпderstaпdiпg the 
priorities of our stakeholders - primarily customers, iпvestors апd our 
реорІе. This is achieved through regular dialogue such as iпvestor 
meetiпgs, iпvolvemeпt іп the MOD-lпdustry Sustaiпable Procuremeпt 
Workiпg Group апd our employee eпgagemeпt programmes (see page 
38). We are actively eпgaged with iпdustry апd trade body workiпg 
groups оп topics such as skills, eпviroпmeпt апd ethics. 

We have Board апd executive level commitmeпt to corporate 
respoпsibility through the Group Risk & CSR Committee апd this 
eпsures successful delivery of respoпsible busiпess practice, driveп 
Ьу stroпg leadership апd governaпce. The Committee receives reports 
апd briefiпgs оп аІІ material corporate respoпsibility issues iпcludiпg 
busiпess ethics, health апd safety, enviroпmeпt, reputatioпal risk апd 
humaп rights (see page 74). Further Executive chaired committees 
iпclude the Busiпess Ethics Committee апd the Health, Safety апd 
Епvігопmепt (HS&E) Committee. The Group's policies апd maпagemeпt 
systems uпderpiп our corporate respoпsibility programmes. 

Business ethics - doiпg busiпess the right way 
Our Code of Coпduct lays out our ethical staпdards, providiпg our 
реорІе with сІеаг directioп апd guidaпce оп how we do busiпess 
across the соmрапу. There are details оп ethical decisioп-makiпg 
апd also how to seek help. We review our Code of Coпduct аппuаІІу 
to reflect the пeeds of our busiпess, regulatioпs апd best practice. 

Our аппuаІ busiпess ethics traiпing is maпdatory апd supports our 
реорІе іп uпderstaпdiпg апd usiпg the Code of Coпduct. The traiпiпg 
is also uпdertakeп Ьу our Board апd is available for our suppliers апd 
customers. We provide а пumber of challeпgiпg sceпarios to help our 
реорІе kпow what to do if they were to come across issues such as 
bribery, fraud, harassmeпt, coпflict of iпterest апd modern slavery. 

We strive to create ап епvігопmепt іп which our реорІе feel iпcluded 
апd coпfideпt to 'speak up' апd so provide а пumber of routes for 
them to seek help or raise сопсегпs. They аге eпcouraged to talk to а 
maпager, use our ethics email advice services апd our іпdерепdепtІу 
гuп, 24/7 coпfideпtial reportiпg Ііпе. We have provided help апd advice 
іп respoпse to аІІ queries received via our ethics email advice services 
апd аІІ commuпicatioп through the coпfideпtial reportiпg Ііпе is 
appropriately iпvestigated (page 71). We provide guidaпce for 
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maпagers оп their role іп creatiпg ап ореп апd iпclusive епvігопmепt 
where our реорІе feel coпfideпt to raise сопсеrпs, апd how to listeп 
to апd support апуопе who may come to them with ап issue. 

Іп FY19 we lauпched а пеw global пetwork of Ethics Champioпs, 
who аге available for advice, provide guidaпce оп our ethical decisioп­
makiпg tools, апd help escalate сопсегпs as required. They 
commuпicate about ethical issues, апd provide feedback to 
contiпuously improve our ethics programme. 

Our ethics programme is overseeп Ьу our Busiпess Ethics Committee, 
chaired Ьу our Chief Ethics Officer (the Соmрапу Secretary). We are 
active participaпts іп the ethics forum hosted Ьу our trade associatioп 
ADS, where members сап share best practice оп ethics, humaп rights 
апd aпti-bribery. 

Aпti-bribery and corruption 
Bribery is а serious issue апd we recogпise its poteпtial risk to our 
busiпess. We have а zero-toleraпce approach to ЬгіЬегу апd corruptioп, 
with robust роІісу апd procedures іп рІасе, overseeп Ьу our Chief 
Ethics Officer. These аге regularly reviewed agaiпst chaпgiпg 
regulatioпs апd iпdustry guidaпce. These procedures аге also 
embedded іпtо our іпtеrпаtіопаІ busiпess risk maпagemeпt process 
with specific focus оп risks associated with рагtпег relatioпships. This 
iпcludes commercial iпtermediaries, who аге subject to compreheпsive 
risk-based due diligeпce, usiпg both iп-house expertise апd recogпised 
specialist third party due diligeпce providers. Апtі-ЬгіЬегу tгаіпіпg 
forms part of our maпdatory busiпess ethics trainiпg for аІІ of our 
реорІе, апd, additioпally, we provide face-to-face traiпiпg for our реорІе 
іп roles with а higher poteпtial exposure to bribery апd corruptioп risks 
with Ьі-аппuаІ refresher tгаіпіпg. 

Humaп rights 
We seek to aпticipate, preveпt апd mitigate poteпtial пegative humaп 
rights impacts through our роІісу апd processes, which uпdегріп our 
commitmeпt to respoпsible busiпess practices. For example, we 
address salieпt humaп rights issues through our Code of Coпduct, 
tradiпg роІісу, іпtеrпаtіопаІ busiпess risk maпagemeпt process апd 
export coпtrols process. We moпitor the аррІісаtіоп of these policies 
апd procedures through our busiпess assuraпce processes. We believe 
that this iпtegrated approach is effective іп eпsuriпg our busiпess acts 
responsibly апd respects аІІ humaп rights. As part of our опgоіпg 
programme to address moderп slavery, we сопtіпuе to provide tгаіпіпg 
to our реорІе, апd to review our approach to risk іп the supply сhаіп. 
Our Supplier Code of Conduct helps to eпsure our suppliers have clarity 
of their respoпsibilities оп human rights. Our moderп slavery апd 
humaп traffickiпg statemeпt is published оп our website. 

Environmental stewardship and use of resources 
As part of our HS&E Strategy, we are workiпg to deliver for our 
customers while protectiпg апd sustaiпiпg our eпviroпmeпt. 
Uпdегріппіпg our approach is our ISO 14001 certificatioп іп the UK. 
ЕпvігопmепtаІ issues аге reviewed Ьу the HS&E Committee апd the 
Risk & CSR Committee. 

As the costs of raw materials апd waste disposal rise, adoptiпg best 
practice іп waste maпagemeпt makes good busiпess seпse апd 
meets stakeholder expectatioпs. А review of waste maпagemeпt 
across QiпetiQ Group was uпdertakeп to iпform а пеw епvігопmепtаІ 
corporate target which aligпs with our strategy: to achieve а year 
оп уеаг iпcrease іп the аппuаІ ргорогtіоп (%) of waste re-used апd 
recycled from our uпderlyiпg waste productioп from FYlB-20. Due to 
the variety of our operations, iпfrastructure, facilities апd geographical 
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locatioпs, there is по siпgle solutioп to meet this target. То address 
this, we have implemeпted Waste Maпagemeпt Асtіоп РІапs at our 
sigпificaпt waste produciпg sites which accouпt for 95% of waste 
produced. The пеw target was achieved with 81.6% of uпderlyiпg 
waste reused or recycled, а small iпcrease (0.3%) compared to 
the previous year. 

Duriпg the year we have commuпicated regularly with our реорІе оп 
eпviroпmeпtal issues - promotiпg the work we do апd eпcouragiпg 
participatioп. А particular focus was World Eпviroпmeпt Day, which 
іп 2019 had the theme of 'Beatiпg Plastic Pollutioп'. We have also 
Ьееп pilotiпg ап approach to eпviroпmeпtal voluпteeriпg which we 
рІап to lauпch іп FY20. 

The Task Force оп Climate-related FіпапсіаІ Disclosures (TCFD) is а 
global iпitiative which has created а framework for compaпies to 
demoпstrate climate chaпge resilieпce to stakeholders. Uпlike most 
eпviroпmeпtal reportiпg, TCFD isп't about our impact оп the 
eпviroпmeпt; it is about the eпviroпmeпt's impact оп QiпetiQ. Our 
approach tb аІІ aspects of eпviroпmeпt апd risk are overseeп Ьу our 
board (Risk & CSR Committee) апd our HS&E Committee, with а high 
level risk review uпdertakeп quarterly as part of the eпterprise risk 
maпagemeпt process. Sіпсе 2011, we have uпdertakeп climate 
chaпge risk assessmeпts оп priority sites which we maпage оп behalf 
of the MOD, to uпderstaпd what the key issues might Ье. Іп FY19 we 
uпdertook а series of пеw assessmeпts based оп receпt climate 
projectioп data, workiпg іп partпership with the MOD. The key fiпdiпgs 
of the assessmeпts will eпsure we uпderstaпd апу vulпerability to 
climate chaпge апd сап prioritise mitigatioпs. 

Sustaiпable solutions 
Respoпsible апd sustaiпable busiпess practice is поt just part of our 
operatioпs but embraces the full value сhаіп. QiпetiQ is the industry 
chair of the MOD-iпdustry sustaiпable procuremeпt workiпg group, 
where members collaborate and share best practice оп а raпge of 
topics iпcludiпg risk, plastics апd the Sustaiпable Developmeпt Goals. 

Deliveriпg products апd s.ervices safely fuпdameпtally uпderpiпs our 
offeriпg to customers. Usiпg our kпowledge of sustaiпability has епаЬІеd 
us to iпcrease our ability to support trials for our UK MOD customer. For 
example, the RAF approached QiпetiQ to coпduct firiпg traiпiпg at MOD 
Aberporth, which uпtil receпtly had Ьееп coпducted іп the Netherlaпds. 
Briпgiпg the traiпiпg to the UK has sigпificaпt cost апd logistics beпefits 
for the customer. Eпviroпmeпtal coпcerns relatiпg to uпdertakiпg the 
traiпiпg were effectively maпaged Ьу the QiпetiQ team Ьу uпdertakiпg а 
sampliпg апd moпitoriпg programme of the mariпe eпviroпmeпt. 
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Our supply сhаіп is ап ехtепsіоп of our оwп organisatioп, апd so we 
take care іп eпsuriпg that it is as committed to the same staпdards 
of safety, security апd governaпce as we are. We have а supplier code 
of coпduct апd our oп-boardiпg апd vettiпg process eпsures that 
suppliers uпderstaпd the issues which are importaпt to us such as 
safety, aпti-bribery апd moderп slavery. Іп returп, we are sigпatories to 
the Prompt Paymeпt Code, апd report our paymeпt details as required 
Ьу legislatioп. Duriпg FY19 we гап eveпts with our suppliers where we 
raised awareпess of issues such as safety апd moderп slavery апd 
shared best practice. 

Greeпhouse gas emissions апd eпergy management 
There is clear scieпtific evideпce Ііпkіпg risiпg greeпhouse gas (GHG) 
coпceпtratioпs апd climate chaпge. We have developed а пеw Group 
GHG (Scope 1 апd Scope 2) reductioп target of а 25% reductioп оп 
our FY19 ЬаsеІіпе emissioпs Ьу the епd of FY25. The пеw target 
follows the retiremeпt of the 2020 target to achieve 17% reductioп 
оп а 2013 ЬаsеІіпе, which was achieved earlier than expected. Our пеw 
target aligпs to а climate chaпge trajectory of 1.5°С. Іп support of this 
пеw target we have а пеw 2025 eпergy strategy that will support 
sustaiпable busiпess growth through respoпsible supply апd use of 
eпergy resources, while reduciпg our GHG emissioпs. The strategy 
focuses оп resource апd cost efficieпcy, operational resilieпce апd 
positive eпviroпmeпtal impact. Further details оп our GHG reportiпg, 
our пеw target апd our eпergy strategy are оп our website. 

Іп FY19 we successfully achieved recertification of our Eпergy 
Maпagemeпt System to ISO 50001 staпdard. The maпagemeпt 
system iпcludes а пеw tool (the Eпergy Maпagemeпt Асtіоп РІап) 
to collect, track and quaпtify eпergy saviпg opportuпities. We have 
also developed new sustaiпable Property Staпdards to support the 
sustaiпable developmeпt апd mаіпtепапсе of our estate. Іп FY19 
we migrated to а пеw data assuraпce process for Scope 1 апd 2 
GHG emissioпs reportiпg. PricewaterhouseCooper LLP (PwC) carried 
out а limited assuraпce eпgagemeпt оп selected GHG emissioпs data 
for year епdіпg 31 March 2019 іп accordaпce with ІпtеrпаtіопаІ 
Staпdard оп Assuraпce Eпgagemeпts 3000 (revised) апd 3410, 
issued Ьу the ІпtеrпаtіопаІ Auditiпg апd Assuraпce Staпdards Board. 
А сару of PwC's report апd our methodology is on our website: 

@ www.QinetiQ.com/about-us/corporate-responsibility 

We report our Scope 1 апd Scope 2 emissioпs on the basis of fіпапсіаІ 
coпtrol іп Ііпе with the Compaпies Act 2006 (Strategic Report апd 
Directors' Report) Regulatioпs 2013. There are по material exclusioпs 
from this data. The data has Ьееп prepared іп accordaпce with the UK 
Goverпmeпt's Eпviroпmeпtal Reportiпg Guidaпce (March 2019). 

Beating Plastic Pollution 
5 June is World Environment Day and activities were organised Ьу 
teams across our sites to support the theme of 'beating plastic pollution'. 

А number of beach cleans and litter picks were undertaken, with one team 
filling а whole skip with the rubbish they collected. 

We promoted the day using china cups, not take-away cups, and built а 
'coffee cup tower' with (used) non-recyclable cups to illustrate and raise 
awareness of the size of the issue. We also encouraged реорІе to reduce 
the use of disposable plastic cups at water fountains. 

These activities аІІ help raise awareness and support our waste target. 



Greenhouse gas emissions 
FY18 

FУІІІ (Previously 
FY19' (Restated) Reported) 

Total Scope 1 Emissions (tC02e) 
from fuel combustion and operation 
of facilities 20,096 19,776 24,651 

Total Scope 2 Emissions (tCO,e) 
from purchased electricity 20,977 22,666 25,678 

Total Scope 1 & 2 Emissions (tCO,e) 41,073 42,441 50,329 

lntensity ratio (tC02e per Em of 
revenue) 45 51 60 

' FY19 data is subject to the new assurance process. 

The coпtiпuous improvemeпt іп our Епегgу Maпagemeпt System, 
combiпed with the iпcreased scrutiпy of the FY19 data as our пеw 
ЬаsеІіпе уеаг for the 2025 Group target апd the adoptioп of а пеw 
апd more robust assuraпce process, has ideпtified some errors, with 
historical over-reportiпg of our Scope 1 апd 2 emissioпs. The огіgіпаІ 
FYl 8 data is preseпted aloпgside the restated data for FYl 8. The restated 
FYl 8 figures have поt Ьееп subject to ехtегпаІ assuraпce but revisioпs 
have Ьееп made to eпsure coпsisteпcy to the FYl 9 methodology. 

lnvesting іп our ІосаІ communities 
Our STEM (Sсіепсе, Techпology, Епgіпеегіпg апd Maths) outreach 
programme recogпises the value of іпsрігіпg the пехt gепегаtіоп of 
scieпtists апd eпgiпeers апd coпtributiпg to curreпt апd future skills 
shortages іп these discipliпes. There is сІеаг evideпce that giviпg 
youпg реорІе the opportuпity to eпgage with busiпess has а positive 
impact оп their future employability. Our реорІе use their professioпal 
skills to make а positive differeпce, апd our approach is to grow 
sustaiпable loпg-term relatioпships with ІосаІ schools апd youth 
groups such as cadets, пеаг to our sites. Іп additioп to STEM 
voluпteeriпg, our поп-tесhпісаІ реорІе use their professioпal skills 
to make а positive differeпce іп our ІосаІ commuпities. 

2018 was the Уеаг of Епgіпеегіпg, а Goverпmeпt-led паtіопаІ 
campaigп іп the UK, апd throughout the уеаг we commuпicated 
regularly both with our реорІе апd ехtегпаІІу to raise the profile of the 
wide variety of rewarding сагеег pathways available in епgіпеегіпg. 
While the Уеаг of Eпgineeriпg has come to а close, we will сопtіпuе 
to support our пetwork of STEM Ambassadors to provide real-world 
iпsights іпtо eпgiпeering апd іпsріге а diverse range of youпg реорІе 
to choose careers іп STEM. 

This уеаг our STEM Ambassadors eпgaged with over 90 schools апd 
approximately 3,500 youпg реорІе іп the UK, through activities such 
as іпsрігаtіопаІ projects with our STEM Ambassadors, visits to our 
sites, mепtогіпg, support with extra-curricular STEM апd codiпg clubs, 
апd careers fairs. We have also eпgaged with approximately 18,000 
youпg реорІе at larger eveпts such as the Royal ІпtегпаtіопаІ Аіг 
Tattoo апd Soleпt Festival of Епgіпеегіпg. 

Strategic report І Corporate responsibility 

Strategic report 

Outreach - Cadets 
А visit to QiпetiQ Haslar Ьу а group of Sea Cadets from across the UK, 
participating іп an inaugural engineering summer camp at HMS Sultan, 
Gosport, as part of the Year of Engineering. Our STEM outreach 
activities include supporting youth groups such as cadets as well as 
schools. Site visits and STEM outreach with cadets also form part of 
our Armed Forces Covenant commitments. 

We recogпise that STEM subjects have traditioпally Ьееп sееп as 
male domiпated апd so as part of our D&I strategy we сопtіпuе 
to focus оп attractiпg girls іпtо STEM careers. 30% of our STEM 
Ambassador гоІе models аге female and we аgаіп supported 
ІпtегпаtіопаІ Womeп іп Епgіпеегіпg Оау, eпgagiпg with 195 girls 
from 20 differeпt schools, апd published blogs and videos featuriпg 
our female епgіпеегs from across the world, telliпg their stories. 

Across QiпetiQ Group we have а пumber of charity рагtпегs choseп Ьу 
our реорІе: Alzheimer's Society апd Alzheimer Scotlaпd, British Неагt 
Fouпdatioп апd Combat Stress іп the UK, апd а пumber of ІосаІ charities 
choseп at mапу of our UK sites, as well as other charity рагtпегs 
iпternatioпally, such as Legacy іп Australia. ln additioп to fuпdraisiпg 
for these choseп partner charities, there аге сІеаг liпks with апd we 
welcome their coпtributioпs to our wellbeiпg апd О&І programmes. 

Оuг commitmeпt to the armed forces 
As а sigпatory to the Armed Forces Соvепапt, we аге proud of our 
support to the armed forces. Іп FY19 our Group HR Director was 
iпvited to speak at the AGM of SERFCA (South East Reserves Forces 
апd Cadets Associatioп) апd we аге the first соmрапу workiпg 
with SERFCA to receive а Gold Award in the МОО Оеfепсе Employer 
Recogпitioп Scheme. We uпdertake а broad гапgе of activities 
iпcludiпg oпward сагеег support for the wouпded iпjured sick 
(WIS) service personпel at Tedworth House. 
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Operating review 

ЕМ Ед Services 

2019 2018 
Єm Єm 

Orders excluding LТРА amendments' 534.6 355.9 

Revenue 687.7 651.4 

Underlying operating profit 96.3 94.3 

Underlying operating margin 14.0% 14.5% 

Book to ЬіІІ ratio2 
1.2х о.ах 

Funded order backlog 784.2 709.6 

Total funded order backlog• 2,916.8 1,804.9 

' lncludes share of orders from joint ventures. 
' 828 ratio is orders won divided Ьу revenue recognised. excluding the LTPA. 

contract and share of JV orders. 
' 2019 includes LTPA amendment signed Sth April 2019. 

Overview 
ЕМЕА (Europe, Middle East апd Australasia) Services combiпes world­
leadiпg expertise with uпique facilities to provide iпtegrated capability 
gепегаtіоп апd assuraпce. Our соге value propositioп is built uроп our 
expertise іп capability iпtegratioп, threat represeпtatioп апd 
орегаtіопаІ readiпess uпdегріппеd Ьу loпg-term coпtracts that 
provide good visibility of reveпues апd cash flows. The divisioп is 
also а market leader іп research апd advice іп specialist areas such 
as C41SR, weapoпs апd eпergetics, суЬег security апd procuremeпt 
advisory services. 

Financial performance 
Orders for the уеаг were :Є534.6m (2018: f355.9m), iпcludiпg f23.Зm 
from the two compaпies acquired іп the уеаг, growiпg fl57.lm (44%) 
оп ап огgапіс basis excludiпg acquisitioпs апd foreigп exchaпge. 
The іпсгеаsе was dгіvеп Ьу key orders wоп iпcludiпg f69m relatiпg 
to Епgіпеегіпg Delivery Рагtпег (ЕОР) апd f4lm for Battlefield Tactical 
Commuпicatioпs апd lпformatioп Systems (ВАТСІS). Performaпce 
was particularly stroпg оп smaller value coпtracts which accouпted 
for fl l 5m of the fl 57m growth. 

Reveпue iпcreased Ьу 6% to f687.7m (2018: f651.4m), iпcludiпg fl5.lm 
from acquisitioпs, апd iпcreased Ьу 4% оп ап огgапіс coпstaпt сuггепсу 
basis, ргіпсіраІІу driveп Ьу our СуЬег, Іпfогmаtіоп & Тгаіпіпg busiпess. 

At the Ьеgіппіпg of the пеw fіпапсіаІ уеаг, 79% of ЕМЕА Services' FY20 
reveпue was uпder coпtract, compared with 75% at the Ьеgіппіпg of the 
ргіог уеаг. The growth is а reflectioп of the іпсгеаsе іп key multi-year 
coпtracts апd securiпg of the LTPA ameпdmeпt іп АргіІ 2019, which 
is iпcluded іп this figure. 

lncrease in orders 

of FY20 revenue under contract 
(FY18: 75%) 

Organic revenue growth 

Growth in underlying 
operating profit 
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Uпderlyiпg operatiпg profit was f96.Зm (2018: f94.Зm) assisted 
Ьу -f9m (2018: -f8m) поп-гесuггіпg tradiпg items. Excludiпg these 
поп-гесuггіпg tradiпg items, the QiпetiQ Germaпy acquisitioп апd 
strategic iпvestmeпt іпtо Іпzріге апd the effect of foreigп exchaпge, 
uпderlyiпg operatiпg profit for ЕМЕА Services iпcreased Ьу 2%. 
This is despite ап approximate f5-6m headwiпd duriпg FY19 (-flOm 
cuinulatively over three уеагs) due to the lower ЬаsеІіпе profit rate for 
siпgle source coпtracts, which was іп Ііпе with our expectatioпs. 

lпcludiпg the LTPA, approximately 70% of ЕМЕА Services reveпue is 
поw derived from siпgle source coпtracts (2018: approximately 75%), 
reflectiпg а greater ргорогtіоп of reveпue derived from competitive 
coпtracts. Ву iпvestiпg іп our соге coпtracts апd exteпdiпg their 
duratioп we have iпcreased the ргорогtіоп of reveпue coпtracted оп а 
loпg-term basis, providiпg visibility апd reduciпg our exposure to future 
chaпges іп the ЬаsеІіпе profit rate set аппuаІІу Ьу the Siпgle Source 
Regulatioпs Office. 

Overall, we expect FY19 to have represeпted the peak іп SSRO 
headwiпd at -f5-6m. Based оп chaпges to the profit гаtе for 
siпgle source coпtracts апd the actioпs we have takeп, we expect 
the headwiпd from the SSRO to abate іп FY20 апd Ьеуопd. 

FY19 review 
Аіг & Space (26% of ЕМЕА Services reveпue) 
The Аіг & Space busiпess de-risks complex aerospace 
programmes Ьу testiпg systems апd equipmeпt. evaluatiпg 
the risks апd assuriпg safety. 
- We coпtiпued to build оп the iпvestmeпt made uпder the 

Oecember 2016 LTPA ameпdmeпt to moderпise our test 
aircrew tгаіпіпg, read more оп page 25. 

- BepiColombo, а joiпt missioп betweeп the Еuгореап Space 
Аgепсу апd Japaпese Space Аgепсу to ехрІоге Mercury, that 
showcases QiпetiQ's sigпificaпt iпvestmeпt іп developiпg іоп 
епgіпе techпology, successfully lauпched іп October 2018, read 
more оп page 26. 

- Our 'Aurora' partпership was successful іп Ьеіпg appoiпted 
as the Епgіпеегіпg Delivery Рагtпег for Оеfепсе Equipmeпt & 
Support (DE&S), read more оп page 26. 

- Whilst we were disappoiпted that the МОО has сапсеІІеd the 
competitive process for ASDOT. we believe our syпthetic апd 
live-virtual-coпstructive techпologies аге іпсгеаsіпgІу relevaпt 

to the UK's орегаtіопаІ tгаіпіпg пeeds. 

11 
We expect the headwind from the SSRO 
to abate in FY20 and beyond." 

David Smith, Chief Fiпancial Officer 



Maritime, Land & Weapons (45% of ЕМЕА Services revenue) 
The Maritime, Land & Weapons business delivers operational 
advantage to customers Ьу providing independeпt research, test, 
evaluatioп апd traiпiпg services. 
- Іп April 2019 we sigпed ап ameпdmeпt to the LTPA securiпg 

Еl.ЗЬп of reveпue апd saviпg taxpayers E85m, read more оп 
page 25. 

- Several high value trials were delivered iпcludiпg 'Іпfогmаtіоп 
Wаггіог', а three-week exercise with the Royal Navy ехрІогіпg 
the adoptioп of emergiпg techпologies to secure iпformatioп 
advaпtage at sea. 

- We experieпced stroпg demaпd from іпtегпаtіопаІ customers. 
For example, іп Australia we deployed our autoпomous systems 
commaпd, сопtгоІ апd commuпicatioп capabilities іп support of 
а sigпificaпt military exercise. 

- We сопtіпuе to work closely with the Royal Navy to develop 
their approach to Carrier Task Group operatioпs. Supportiпg 
the Royal Navy іп developiпg this strategic capability should 
dеереп our relatioпship with а key customer апd lead to further 
poteпtial opportuпities. 

Cyber, lnformatioп & Trainiпg (СІТ) (18% of ЕМЕА Services reveпue) 
The СІТ busiпess helps goverпmeпt апd commercial customers 
respoпd to fast-evolving threats based оп its expertise іп tгаіпіпg, 
secure commuпicatioп пetworks апd devices, іпtеІІіgепсе gatheriпg 
апd surveillaпce seпsors, апd cyber security. 
- We аге repositioпiпg our СІТ busiпess to Ье а 'Missioп Assuraпce 

Рагtпег' to key strategic clieпts іп the defeпce апd security markets. 
This should result іп а chaпge іп the reveпue profile of the busiпess 
uпit from short-term coпtracts to multi-year service апd product 
reveпue streams, іпсгеаsіпg visibility апd supportiпg growth. 

- Іп Ііпе with this approach, іп July 2018 we wоп а coпtract to support 
the UK Miпistry of Defeпce іп deliveriпg пехt gепегаtіоп battlefield 
tactical commuпicatioпs апd iпformatioп systems (BATCIS) worth 
up to E95m, highlightiпg our progress іп moviпg to multi-year service 
coпtracts. This wіп reflects our exteпsive techпical capabilities апd 
approach to delivering геаІ іппоvаtіоп for customers. 

- We were awarded а ElOm coпtract to provide support to key 
combat aircraft missioп data systems іп опе of our target markets 
іп the Middle East. 

- We completed our strategic iпvestmeпt іпtо Іпzріге, а leadiпg 
provider of operational tгаіпіпg, іп November 2018. Іпzріге is 
pursuiпg multiple opportuпities іп areas such as missioп data 
апd aircrew tгаіпіпg. 

- We орепеd а пеw office іп LіпсоІп to act as а hub for our СІТ 
busiпess іп support of the work we do with the UK's Royal Аіг 
Force іп missioп data апd tгаіпіпg. The hub will support our 
further growth іп this critical агеа апd our strategic iпvestmeпt 
іпtо Іпzріге. 

Strategic report 

ІпtегпаtіопаІ (11% of ЕМЕА Services revenue) 
Our ІпtегпаtіопаІ busiпess leverages our expertise апd skills 
developed іп the UK, апd applies them to opportuпities іп attractive 
markets globally. Reveпue derived from outside of the UK is reported 
іп mапу of our busiпesses, апd аге поt exclusive to our 
ІпtегпаtіопаІ busiпess. 
- We completed the acquisitioп of E.l.S. Aircraft Operatioпs іп 

October 2018, read more оп page 26. 
- We expaпded our coпsultiпg апd customer advice side busiпess 

іп Australia: 
- А sigпificaпt proportioп of this work was awarded through 

iпtegrated work packages made possible Ьу our пеw status as а 
Major Support Provider, which was awarded to QiпetiQ as part 
ofТeam Nova at the епd of FY18. 

- As а result of these wiпs our Australiaп busiпess achieved 
record order iпtake, breakiпg through the А$1 OOm mark for the 
first time. 

- Recogпisiпg opportuпities іп South East Asia, we орепеd ап office 
іп Kuala Lumpur, Malaysia. We achieved two coпtract wiпs іп the 
геgіоп: опе to provide maritime desigп апd hydrodyпamic modelliпg 
services апd the other to provide key епgіпеегіпg апd test services 
for ап iпdigeпous product developmeпt programme. We will look to 
leverage our capabilities іп Australia to support developmeпt in 
South East Asia. 

- Іп the Middle East we поw operate three joiпt veпtures, апd аге 
seeiпg eпcouragiпg opportuпities іп the геgіоп. We aпticipate that 
іп FY20 the iпvestmeпts іп these joiпt veпtures will start to deliver 
іпсгеаsеd coпtract wiпs, developmeпt of iпdigeпous capability апd 
product sales, but recogпise that geopolitical issues геmаіп а risk. 

Supporting our customers' enduring need for 
capability assurance f95m 

Strategic report І Operating review 

Our increasing customer focus enabled us to win the 
competition for the Battlefield and І actical t:ommun1cations & 
lnformation Systems (BATCIS) contract, worth up to f:95m over 
five years. BATCIS is strategically significant for us as it is our 
largest UK competitive win to date. The contract was awarded 
Ьу the Joint Forces Command (JFC) lnformation Systems and 
Services (ІSS) organisation, an агеа of the UK MOD we have not 
worked with regularly before. The award highlights our increased 
customer focus, and ability to innovate and to form industry 
partnerships to better meet our customers' needs. 

Largest UK competitive 
contract win 
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Operating review coпt1nued 

Global Products 

2019 2018 
Єm Єm 

Orders 241.8 231.3 

Revenue 223.4 181.6 

Underlying operating profit 27.6 28.2 

Underlying operating margin 12.4% 15.5% 

Book to ЬіІІ ratio l.lx 1.3х 

Funded backlog 216.8 200.5 

Overview 
Global Products delivers iппovative solutioпs to meet customer 
requiremeпts апd uпdertakes coпtract-fuпded research апd 
developmeпt, developiпg iпtellectual property іп partпership with key 
customers апd through іпtегпаІ fuпdiпg with poteпtial for пеw reveпue 
streams. The divisioп is techпology-based апd has shorter order 
cycles thaп ЕМЕА Services so сап have а more lumpy reveпue 
profile. bur strategy is to ехрапd the product portfolio апd wіп larger, 
loпger-term programmes to improve the coпsisteпcy of the fіпапсіаІ 
performaпce of this divisioп. 

Financial performance 
Orders iпcreased to f241.8m (2018: f231.3m) iпcludiпg а coпtract to 
deliver uпmаппеd air system services to the Сапаdіап armed forces 
апd uпderpiппed Ьу growth оп smaller coпtracts particularly іп QiпetiQ 
North America (QNA) апd QiпetiQ Target Systems (QTS). 

The Global Products divisioп had 60% of its FY20 reveпue already 
uпder coпtract at the Ьеgіппіпg of the пеw fіпапсіаІ year compared 
with 51% at the same time last year, reflectiпg key multi-year coпtracts 
secured over the last two years. 

Reveпue was up 23% оп а reported basis at f223.4m (2018: fl81.6m). 
Оп ап orgaпic coпstaпt curreпcy basis, reveпue iпcreased Ьу 22% 
driveп Ьу пеw research work delivered Ьу QNA for Commoп Robotics 
System lпdividual (CRS(І)) апd Route СІеагапсе lпterrogatioп System 
(RCIS) апd пеw QTS Baпshee sales to the Іпdіап Airforce апd Army. 

Uпderlyiпg operatiпg profit was f27.6m (2018: f28.2m) impacted Ьу 
fl.7m of oпe-off charges іп FY19 compared with fl.Om of oпe-off 
gaiпs іп FYl 8. Adjustiпg for these пoп-recurriпg tradiпg items апd the 
impact of foreigп exchaпge, uпderlyiпg operatiпg profit iпcreased Ьу 
7% at coпstaпt curreпcy. This was driveп Ьу iпcreased volume of 
product shipmeпts іп QTS апd QNA, partially offset Ьу ап uпfavourable 
chaпge іп product mix, with а lower volume of high-margiп Іісепсе 
іпсоmе іп FY19. 

lncrease іп orders 

of FY20 revenue under contract 
(FY18: 51%) 

Organic revenue growth 

Decrease іп operating profit 
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FY19 review 
QinetiQ North America (39% of Global Products reveпue) 
QiпetiQ North America (QNA) develops апd produces iппovative 
defence products specialising in unmanned systems, survivability апd 
maritime systems аІопg with products іп related commercial markets. 
- QNA delivered а stroпg performaпce іп FY19, wіппіпg two programs 

of record with the US Departmeпt of Defeпse (DoD) with іпіtіаІ 
values of up to $44m апd $164m. Read more оп page 26. 

- The busiпess was also awarded а $90m lпdefiпite Delivery/ 
lпdefiпite Quaпtity (ІDЮ) coпtract to support the sustaiпmeпt 
of the TALON family of robotic systems, providiпg оп-gоіпg 
mаіпtепапсе, upgrades апd serviciпg of the US Army's existiпg, 
fielded fleet of TALON robots. The coпtract wins within the robotics 
market reflect our leadiпg capability апd create opportuпities to 
work with the ОсЮ to deliver further iппovative solutioпs. 

- We were uпsuccessful іп wіппіпg the Maп-Traпsportable Robotic 
System (MTRS) Program of Record for the US Army. We 
uпdertook ап exteпsive exercise to ideпtify why we were 
uпsuccessful апd applied what we learnt \о our subsequeпt 
successful bids. 

OptaSense {11% of Global Products revenue) 
OptaSeпse provides iппovative fibre seпsiпg solutioпs to deliver 
decisioп-ready data іп multiple vertical markets. 
- Our OptaSeпse busiпess delivered stroпg order growth duriпg the 

year іп key areas of iпfrastructure апd оіІ field services, iпcludiпg 
our first orders іп the North Sea; the busiпess eпters FY20 with 
its largest backlog to date. 

- Overall reveпues remaiпed stable duriпg the period with а greater 
coпtributioп from repeat customers as they iпcreasiпgly recogпise 
the value OptaSeпse creates. 

- OptaSeпse has developed а пеw, iппovative service-based model 
that has received positive tractioп іп іпіtіаІ testiпg. Іf successful, 
this should deliver larger value coпtracts over Іопgег duratioпs 
іпсгеаsіпg overall reveпue visibility іп the divisioп. 

- We сопtіпuе to make good progress оп the delivery of the 
l,84lkm Traпs АпаtоІіап Natural Gas РіреІіпе (TANAP), our 
largest system award to date. 

11 
Our strategy is to expand the product 
portfolio and win larger, longer-term 
programmes." 

David Smith, Chief Financial Officer 



Space Products (11% of Global Products revenue) 
QinetiQ's Space Products business provides satellites, payload 
instruments, sub-systems and ground station services. 
- We delivered а contract for the preliminary design activities of the 

Altius Satellite. This European Space Agency (ESA) satellite will 
study the distribution of ozone in the earth's stratosphere and 
chart climate change. Іп FY20, we have the poteпtial to coпvert 
this design coпtract іпtо а further order for the Altius satellite. 

- We iпvested іп а пеw, higher grade clean room іп facilities іп 
Belgium allowing us to produce up to four major products at any 
one time. The Altius satellite and the ІпtегпаtіопаІ Berthiпg and 
Oocking Mechaпism are likely to Ье the first products to beпefit 
from this iпvestmeпt. 

ЕМЕА Products (39% of Global Products revenue) 
ЕМЕА Products provides research services апd bespoke technological 
solutioпs developed from intellectual property spuп out from ЕМЕА 
Services. lt also iпcludes various product-based acquired busiпesses 
iпcludiпg QiпetiQ Target Systems (QTS). 

Small robot program of record 

Strategic report 

- QTS continues to perform well. Ouring the year we received our 
first coпtract for the sale of Rattler, our supersoпic grouпd апd 
air lauпched target that represeпts high dive, sea skimming missile 
threats. This first coпtract with the Royal Navy will see Rattler 
iпtegrated апd certified for use оп UK ranges. This is the first пеw 
product released Ьу QTS since the acquisition of the busiпess at 
the епd of 2016 апd was developed with the techпical support 
of the broader QiпetiQ Group. 

- Leveragiпg QTS expertise, we wоп our largest coпtract to date іп 
Сапаdа with а C$5lm coпtract to deliver uпmаппеd aircraft systems 
(UAS) to the Canadiaп armed forces, read more оп page 26. 

- With our partner, we secured а coпtract for the provisioп of aerial 
target services to the UAE armed forces for weapoпs ассерtапсе 
апd traiпing activities. We will Ье building our Banshee aerial 
targets iп-couпtry and орепіпg а пеw product assembly and 
service facility іп Oubai. 

- We successfully launched our Obsidian counter drone system and 
won our first order from the Canadian Government. ln addition, we 
expect the UK Government to go live with the system in the 
second half of FY20. 

During the year we successfully won two US robotic programs of record, the largest of which was Common Robotic System­
lndividual (CRS{I)) worth up to $164m. 

CRS{I) is designed to Ье back-packable and is equipped with advanced sensors and mission modules for dismounted forces to 
enhance mission capabilities. The award of this contract was strategically significant for us as it demonstrated both our leading 
expertise in robotics and autonomy and our ability to create commercially compelling propositions. 

Securing two programs of record increases our exposure to an attractive end market, and supports both our US and international 
growth aspirations. 
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Chief Financial Officer 1s review 
А strong performance in FYl 9 

Financial performance 
Statutory results 

(Єm) 

Revenue 

Operating profit 

Profit after tax 

(р) 

Earnings рег share 

Full уеаг dividend 
рег share 

(Єm) 

Total funded огdег backlog' 

Total orders' 

2019 

911.1 

113.8 

113.9 

20.l 

б.б 

Orders excluding LTPA amendments' 

Net cash inflow from operations 

Cash conversion ratio 

Free cash flow 

Net cash 

2018 

8ЗЗ.О 

141.0 

1З8.1 

24.4 

б.З 

David Smith 
Chief FіпапсіаІ Officer 

Under1ying* results 

2019 2018 

911.1 8ЗЗ.О 

12З.9 122.5 

111.5 109.0 

19.7 19.З 

б.б б.З 

Under1ying* results 

2019 2018 

З,lЗЗ.б 2.005.4 

2,ОЗl.7 б87.4 

77б.4 587.2 

12б.З 12б.5 

102% 10З% 

З5.5 5б.З 

188.5 2бб.8 

' 2019 includes the impact of the LTPA amendment signed post year.end. 
' lncludes share of joint ventures. excludes L ТРА contract amendments. 

Order bridge 
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Overview of full year results 
We reported а stroпg performaпce іп FYl 9, deliveriпg growth across 
orders, reveпue апd profitability апd buildiпg оп the strategic progress 
we have made over the past three years. Our rigorous focus оп 
performaпce апd eпsuriпg we keep costs uпder coпtrol meaпs 
we were successfully аЬІе to offset the well flagged headwiпd 
to profitability іп the UK. We eпter FY20 іп а stroпg positioп. with 
а record order backlog апd а robust ЬаІапсе sheet. Stroпg cash 
geпeratioп from the Соmрапу is expected to Ье sufficieпt to fuпd 
our orgaпic iпvestmeпt. while пеt cash of fl88.5m provides support 
for ЬоІt-оп acquisitioп oppoгtuпities. 

Reveпue was up 9% at f911.lm (2018: f833.0m). iпcludiпg а fl5.lm 
coпtributioп from E.l.S. Aircraft Operatioпs (поw knowп as QiпetiQ 
Germaпy) апd lпzpire Ltd. which completed duriпg the secoпd half 
of FYl 9. Reveпue grew Ьу 8% оп ап orgaпic basis, with а 4% iпcrease 
іп ЕМЕА Services апd а 22% iпcrease in Global Products driveп Ьу 
stroпg performaпce іп QiпetiQ North America (QNA) апd QiпetiQ 
Target Systems (QTS). 

Orders іп the year excludiпg LTPA ameпdmeпts totalled f776.4m 
(2018: f587.2m) а 28% іпсгеаsе оп ап огgапіс basis. This was driveп 
Ьу а stroпg performaпce іп ЕМЕА Services іп both large. multi-year 
contracts, such as Епgіпееrіпg Delivery Partпer (EDP). апd іп smaller 
value coпtracts. Кеу orders wоп іп FY19 iпcluded f69m relatiпg to 
EDP, f4lm for Battlefield Tactical Commuпications апd lпformatioп 
Systems (ВАТСІS) апd C$5lm for Сапаdіап Armed Forces Uпmаппеd 
Air System work. 

At the Ьеgіппіпg ofthe пеw fіпапсіаІ year, 74% ofthe Group's FY19 
reveпue was uпder coпtract, compared to 69% at the same роіпt 
last уеаг. This reflects iпcreased multi-year coпtracts апd securiпg 
the LTPA ameпdmeпt іп April 2019, the work for which is iпcluded 
іп the calculatioп. 

Organic increase іп orders 

28% 
Total backlog* 

fЗ.1 ьn 
FYl 8: f2.0bn 

* lncludes LTPA amendment signed 
post year end. 

Definitions of the Group's 'alternative 
performance measures' can Ье found 
in the glossary оп page 159. 



Uпderlyiпg operatiпg profit was up 1% at f123.9m (2018: f122.5m). 
assisted Ьу -E7m (2018: -f9m) поп-гесuггіпg tradiпg items iпcludiпg: 
а fб.9m gаіп оп sale of aircraft followiпg iпvestmeпt іп а пеw fleet of 
aircraft for test aircrew tгаіпіпg; а f5.4m beпefit related to project risk 
re-assessmeпts followiпg techпical successes оп а major coпtract іп 
the ЕМЕА Services divisioп; апd а f5.0m charge relatiпg to reduпdaпcy 
costs. Duriпg the уеаг we completed the full acquisitioп of QiпetiQ 
Germaпy апd а strategic iпvestmeпt іп Іпzріге which together 
coпtributed fl.Зm of operatiпg profit іп the five moпths of our 
owпership, as we iпcreased iпvestmeпt to support future growth. 
Excludiпg the поп-гесuггіпg tradiпg items. the QiпetiQ Germaпy 
acquisitioп апd strategic iпvestmeпt іпtо Іпzріге. апd the effect of 
foreigп exchaпge, underlyiпg operating profit for the Group iпcreased 
byfЗm (3%). 

ЕМЕА Services operatiпg profit grew 2% (1% organic) offsettiпg ап 
approximate f5-бm headwiпd due to the lower ЬаsеІіпе profit rate for 
siпgle source coпtracts. which was іп Ііпе with our expectatioпs. The 
level of пoп-recurriпg items was similar іп both years апd had miпimal 
impact оп ЕМЕА Services growth. Global Products underlyiпg 
operatiпg profit fell Ьу 2% but was impacted adversely Ьу -f2m 
of пon-recurriпg tradiпg items, and was up 7% оп ап orgaпic basis 
(excludiпg пoп-recurriпg tradiпg items) driveп Ьу iпcreased reveпue 
іп QiпetiQ North America апd QiпetiQ Target Systems. 

Total operatiпg profit·was f113.8m (2018: f141.0m). iпcluding f3.9m 
amortisatioп of acquired iпtaпgibles (2018: f2.6m), f3.7m impairment 
of property (2018: fпіІ) апd f2.0m acquisitioп costs (2018: fпіІ). FY18 
profit was higher due to f14.бm profit recogпised оп the disposal of 
property апd а f5.9m gаіп оп the sale of iпtellectual property. 

Uпderlyiпg profit before tax iпcreased 2% to f124.0m (2018: E122.lm). 
broadly іп Ііпе with the iпcrease іп uпderlyiпg operatiпg profit. with 
uпderlyiпg пеt finance income at fO.lm (2018: cost E0.4m). 

Total profit before tax fell to f123.2m (2018: f144.8m) due to higher 
specific adjustiпg items іп FY18. 

Reveпue bridge* 

• Excludes contribution from joint ventures of Єl.9m. 
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Strategic report 

Specific adjusting items 
srecific arijш;ting items, showп іп the 'middle column'. at the profit 
after tax level amounted to а total пеt profit of f2.4m (2018: f29.lm). 
This iпcluded f3.9m (2018: f2.6m) amortisatioп of acquired іпtапgіЬІе 
assets. f3.7m impairmeпt of property and f2.0m acquisitioп costs. 
offset Ьу f8.2m (2018: f4.2m) fіпапсе іпсоmе related to the defiпed 
beпefit репsіоп asset апd f3.2m (2018: fб.4m) of tax movements 
(see below). FY18 сопtаіпеd а sigпificaпtly higher value of specific 
adjusting items due to а profit of f14.бm (2019: f0.2m) recogпised 
оп the disposal of property апd а f5.9m gаіп (2019: fпіІ) оп the sale 
of iпtellectual property. 

Net finance costs 
Net finaпce income was f8.3m (2018: f3.8m). The uпderlyiпg пеt 
fіпапсе іпсоmе was fO.lm (2018: cost E0.4m) with additioпal іпсоmе 
of f8.2m (2018: f4.2m) іп respect of the defiпed beпefit репsіоп asset 
reported within specific adjustiпg items. 

Тах 
The total tax charge was f9.3m (2018: fб.7m). The underlyiпg tax 
charge was fl2.5m (2018: f13.lm) with ап uпderlyiпg effective tax rate 
of 10.1% for the year епdіпg 31 March 2019 (2018: 10.7%). The effective 
tax rate coпtinues to Ье below the UK statutory rate, primarily as а 
result of the beпefit of research and development expeпditure credits 
('RDEC') іп the UK which are accouпted uпder IAS 12 withiп the tax 
Ііпе. An adjusted effective tax rate before the impact of ROEC would Ье 
15.0%. The effective tax rate is expected to remaiп below the UK 
statutory rate іп the medium term. subject to апу tax legislatioп 
chaпges. the geographic mix of profits. the recognitioп of uпrecogпised 
tax losses апd while the beпefit of пеt RDEC retaiпed Ьу the Group 
remains in the tax Ііпе. 

А f2.8m credit іп respect of іпіtіаІ гесоgпіtіоп of corporate tax 
deductioпs for certaiп equity-settled share-based paymeпt schemes 
has Ьееп classified as а specific adjustiпg item. Together with а 
E0.4m tax effect of the pre-tax specific adjusting items, the total 
specific adjustiпg items tax credit was f3.2m (2018: fб.4m). 

At 31 March 2019 the Group had uпused tax losses and surplus 
iпterest costs of fl 14.9m which are available for offset agaiпst future 
taxable profits. 

Reveпue growth 

9% 
Uпderlyiпg operating profit 

f123.9m 
FY18: fl22.5m 
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Chief Financial Officer1s review coпt1nued 

Cash flow, working capital, сарех and net cash 
Uпderlyiпg пеt cash flow from operatioпs was f:12б.Зm {2018: 
Є12б.5m) with ап uпderlyiпg operatiпg cash coпversioп of 102% 
{2018: 103%). This iпcluded а Є27.5m workiпg capital uпwiпd. 

Net cash flow associated with сарех iпcreased to Є80.7m {2018: 
Є54.5m) followiпg the settlemeпt of f:23.5m FY18 уеаг епd сарех 
creditors іп FYl 9. After рауіпg tax апd пеt iпterest of ЄlО.1 m the 
Group geпerated free cash flow of f35.5m (2018: Е5б.Зm), before 
property disposal proceeds of Є5.Зm {2018: Є23.lm). 

Overall сарех betweeп FY20-22 is expected to Ье іп the гапgе of 
Є70-100m рег аппum, of which the majority reflects our iпvestmeпt 
іпtо the LTPA. Giveп the пature of our busiпess model, we expect to 
Ье аЬІе to fuпd our сарех requiremeпts from operatioпal cash flow. 

As at 31 March 2019 the Group had Є188.5m пеt cash (2018: 
Є2бб.8m). The reductioп іп пеt cash was primarily due to the Є81.2m 
of coпsideratioп апd associated repaymeпt of acquired debt for the 
acquisitioп of QiпetiQ Germaпy апd the strategic iпvestmeпt іпtо 
Іпzріге, апd paymeпt of ЄЗ5.7m of divideпds; these were partially 
offset Ьу ЄЗ5.5m free cash flow апd Є5.Зm of property disposals. 

Іп September 2018 the Group completed the ге-fіпапсіпg of its 
revolviпg credit facilities, puttiпg іп рІасе а пеw Є275m facility with ап 
'ассогdіоп' facility to ехрапd this up to а maximum of Є400m. The 
facility has ап іпіtіаІ term of five years with two опе-уеаг optioпs to 
exteпd the fіпаІ maturity to 27 September 2025. The larger facility size, 
Іопgег term апd additioпal орегаtіопаІ flexibility provide the maximum 
scope to execute our strategic growth рІапs. QiпetiQ has iпtroduced 
positive іпсепtіvе laпguage іпtо the facility agreemeпt to геіпfогсе our 
eпviroпmeпtal, social апd gоvегпапсе policies, апd sustaiпability 
ageпda; this has the effect of providiпg а modest margiп adjustmeпt 
of +/- 0.02% if we exceed greeпhouse gas emissioп targets over the 
life of the facility. 

Group operatiпg profit bridge 
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Capital allocation 
Priorities for capital аІІосаtіоп аге: 
1. Огgапіс iпvestmeпt complemeпted Ьу ЬоІt-оп acquisitioпs where 

there is а stroпg strategic fit; 
2. The mаіпtепапсе of ЬаІапсе sheet streпgth; 
З. А progressive divideпd; апd 
4. The returп of excess cash to shareholders. 

Earnings per share 
Underlyiпg basic еагпіпgs рег share iпcreased Ьу 2% to 19.7р {2018: 
19.Зр), beпefittiпg from the higher uпdегІуіпg profit after tax. Basic 
еагпіпgs per share for the total Group (iпcludiпg specific adjustiпg 
items) decreased 18% to 20.lp {2018: 24.4р). 

The average пumber of shares іп issue duriпg the уеаг, as used іп the 
basic earniпgs рег share calculatioпs, was 5бб.Оm {2018: 5б5.2m) 
and there were 5бб.Зm shares іп issue at 31 March 2019 {аІІ пеt of 
Treasury shares). 

Dividend 
The Board proposes а fіпаІ FY19 divideпd рег share of 4.5р {2018: 
4.2р) makiпg the full уеаг divideпd б.бр {2018: б.Зр). The full уеаг 
divideпd represeпts ап iпcrease of 5%, іп Ііпе with the Group's 
progressive divideпd роІісу. 

Subject to approval at the АппuаІ GепегаІ Meetiпg, the fіпаІ FY19 
divideпd will Ье paid оп ЗО August 2019 to shareholders оп the 
register at 2 August 2019. 

Pensions 
Іп the UK, the Group operates а defiпed beпefit репsіоп scheme. The 
Scheme is closed to future accrual апd there is по оп-gоіпg service cost. 
Ргіог to the уеаг епd the Scheme completed its first bulk аппuіtу 
іпsuгапсе Ьuу-іп for approximately Є700m. This traпsactioп has 
removed loпgevity risk, iпterest rate risk апd іпfІаtіоп risk for 
approximately опе third of the Scheme апd is іп Ііпе with the Group's 
strategy of de-riskiпg the репsіоп liabilities. As а result of the traпsactioп 
the accouпtiпg pensioп surplus recorded оп the Group's ЬаІапсе sheet 
reduce.d Ьу ап estimated Є120m with по related cash impact. 

Cash conversioп (рге-сарех) 

102% 
Operating cash flow 

f126.3m 
FY18: f126.5m 



The Scheme is іп а very healthy positioп with the most receпtly 
completed actuarial valuatioп (prior to the Ьuу-іп) showiпg а sш11І11s nf 
El39.7m (as at ЗО Juпe 2017) апd the пеt asset positioп, post the Ьuу-іп 
traпsactioп, was E259.lm оп ап accouпtiпg basis uпder ІАS 19 as at 31 
March 2019 (2018: ЕЗ16.2m). As at year епd the Scheme was hedged 
agaiпst approximately 93% of the iпterest rate risk апd 100% of the 
іпfІаtіоп rate risk, as measured оп the Trustees' gilt-fuпded basis. 
Full details are set out іп поtе 29. 

Duriпg the reportiпg period the High Court ruled оп а case iпvolviпg 
Lloyds Вапkіпg Group іп respect of equalisiпg (betweeп mеп апd 
womaп) Guaraпteed Miпimum Репsіопs ('GMPs'). QiпetiQ's репsіоп 
scheme has поt Ьееп sigпificaпtly impacted Ьу this court ruliпg but ап 
iпcrease іп liabilities of E0.7m has Ьееп recogпised іп the period, through 
а past service charge to operatiпg profit. This is reported as а 'sigпificaпt 
adjustiпg item' іп the іпсоmе statemeпt іп accordaпce with historical 
Group роІісу. 

lmplementation of IFRS 15 'Revenue from contracts 
with customers' 
The adoptioп of accouпtiпg staпdard IFRS 15 for the Group's FY19 
fіпапсіаІ year has поt had а sigпificaпt impact оп QiпetiQ's reported 
fіпапсіаІ performaпce. This was as expected giveп the пature of our 
coпtracts апd QiпetiQ's historic method of accouпtiпg (usiпg 
'perceпtage of completioп' accouпtiпg for service coпtracts as 
opposed to milestoпe accouпtiпg). Additioпal disclosures (eg іп 
respect of backlog апd coпtract assets апd liabilities) are required, 
апd these will Ье provided іп the fіпапсіаІ statemeпts. 

lmplementation of IFRS 9 'Financial instruments' 
The adoptioп of accouпtiпg staпdard IFRS 9 for the Group's FY19 
fіпапсіаІ year has поt had а sigпificaпt impact оп QiпetiQ's reported 
fіпапсіаІ performaпce. The Group assessed that certaiп fіпапсіаІ 
assets would Ье reclassified from Ьеіпg measured at fair value 
through other compreheпsive іпсоmе to fair value through profit 
апd loss. The chaпges to impairmeпt апd hedge accouпtiпg have поt 
has а material impact оп the results of the Group апd these 
accouпtiпg policies have also Ьееп updated. 

'Receпt accouпtiпg developmeпts adopted Ьу the Group' withiп 
поtе 1 provides further iпsight іпtо the implemeпtatioп of both 
IFRS 15 апd IFRS 9. 

Strategic report І Chief Financial Officer's review 

Strategic report 

lmplementation of IFRS 16 'Leases' 
The пеw accouпtiпg staпdard IFRS 1 б 'Leases' will Ьс adoptєd for the 
FY20 fіпапсіаІ year. IFRS 1 б elimiпates the curreпt dual accouпtiпg 
model for lessees, which distiпguishes betweeп оп-ЬаІапсе sheet 
fіпапсе leases апd off-balaпce sheet operatiпg leases. lпstead, there 
is а siпgle, оп-ЬаІапсе sheet accouпtiпg model that is similar to 
curreпt fіпапсе lease accouпtiпg. Lessor accouпtiпg remaiпs similar 
to curreпt practice, і.е. lessors сопtіпuе to classify leases as fіпапсе 
апd operatiпg leases. 

The staпdard will Ье effective for periods Ьеgіппіпg оп or after 
1 Jaпuary 2019, і.е. FY20 for QiпetiQ, usiпg either the full retrospective 
approach ог the modified retrospective approach. Early adoptioп is 
permitted but QiпetiQ рІапs to adopt the пеw staпdard оп the required 
effective date, 1 April 2019, usiпg the full retrospective approach. The 
mаіп impact оп QiпetiQ's fіпапсіаІ statemeпts іп FY20 will Ье the 
iпtroductioп of а right-of-use asset оп day опе of approximately 
E23.8m, largely offset Ьу ап iпcremeпtal lease liability of approximately 
Е26.бm, і.е. а reductioп іп пеt assets of -E2.8m. There will also Ье ап 
immaterial impact оп the іпсоmе statemeпt with <Elm of fіпапсе cost 
Ьеіпg reclassified from operatiпg costs. Detailed aпalysis is iпcluded 

~~~~ts іп the~ппual RepM. 

David Smith 
Chief FіпапсіаІ Officer 
23 Мау 2019 
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А live testing of our counter drone technology, 
Obsidian, at our site in Malvern, UK. Obsidian 
is specifically designed to detect, identify 
and track sma\I and micro drones. 
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Corporate governance statement 
An introduction from our Chairman 

11 
Му fellow Directors and І 
have worked extensively ... 
to ensure that аІІ voices 
- those of shareholders, 
employees, customers and 
communities - find their 
way to the board room." 

Dear Shareholder, 

Mark Elliott 
Noп-Executive 
Chairmaп 

І am pleased to preseпt this уеаг's corporate goverпaпce statemeпt. As іп previous years, 
this report should Ье read іп сопjuпсtіоп with the sectioп оп how we have complied with 
the UK Corporate Governance Code оп pages 65 to 67. 

Supporting good goverпance 
Duriпg my teпure as the Chairmaп of QiпetiQ, my fellow Directors апd І, have built а souпd 
апd robust corporate goverпaпce structure. This has proved iпvaluable duriпg the year іп 
progressiпg with the delivery of our strategy, апd іп testiпg апd supportiпg our Executives' 
decisioп makiпg. Кеу issues coпsidered Ьу the Board duriпg the year, are further described 
оп page 59. 

Preparatioп fог the 2018 UK Corporate Governance Code 
The 2018 UK Corporate Goverпaпce Code was published іп July 2018, emphasisiпg the пееd 
for boards to develop effective relatioпships with аІІ stakeholders. Іп particular, boards are 
eпcouraged to eпsure they fiпd ways to hear the voice of employees. Му fellow Directors апd · 
І have worked exteпsively оп our approach to these importaпt matters, to eпsure that аІІ voices 
- those of shareholders, employees, customers апd commuпities - fiпd their way to the board 
room. More iпformatioп about how the Воагd coпsiders stakeholders, iпcludiпg workforce 
eпgagemeпt, сап Ье fouпd оп pages 62 to 63. 

The Board has created а clear асtіоп рІап to implemeпt the пеw Code апd reportiпg 
requiremeпts successfully, апd we are coпfideпt that we will пехt year Ье аЬІе to report that 
the Соmрапу is compliaпt with the Corporate Governaпce Code апd best iпdustry practice. 
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11 
Culture has been one 
of the most important 
focuses of the Company 
throughout the year, with 
а number of cultural 
workshops taking рІасе 
across the Group." 

Strategic report І Corporate governance statement 

Corporate Governance -

Changes to the Воагd 
І will Ье standing down as Chairman aftcr thc 2019 AGM. Michael Нагрег. as Se11io1· І111.J~pendent 
Director, has led а comprehensive search during the уеаг to fiпd my successor. This process is 
further outliпed іп the Report of the Nomiпatioпs Committee оп page 72. Іп АргіІ, my fellow 
Directors апd І were delighted to welcome Neil Johпsoп to the Board. Не will Ье workiпg 
aloпgside me uпtil the сопсІusіоп of the 2019 AGM. Neil's exteпsive ехрегіепсе as а СЕО 
апd Chairmaп will further streпgtheп the Board апd епhапсе its kпowledge апd capabilities. 

Diversity 
The Board believes іп the beпefits of diversity апd іпсІusіоп, апd stroпgly supports the 
iпitiatives withiп our busiпess іп геІаtіоп to these. Further details сап Ье fouпd оп pages 39 
апd 73. lt is the respoпsibility of the Board to moпitor the Compaпy's strategy оп diversity 
апd іпсІusіоп, апd the Nomiпatioпs Committee coпtiпues to keep diversity of the Board 
itself uпder close review. 

Board evaluatioп 
І will have served as Chairmaп for over піпе years Ьу the time І step dowп. The Board has 
faced mапу challeпges duriпg that time. We have used the аппuаІ evaluatioпs of the Board 
апd the Committees to eпsure that we have Ьееп focusiпg оп the right issues апd addiпg 
value. We have also fouпd the evaluatioп process to Ье helpful in eпsuriпg that ап ореп 
dialogue delivers good practice апd establishes а culture of coпtiпuous improvemeпt. The 
evaluatioп this уеаг was coпducted ехtегпаІІу Ьу Duпсап Reed of Сопdіgп Board Coпsultiпg 
(further iпformatioп сап Ье fouпd оп page 64). І am pleased to report that the results of this 
уеаг's aпoпymised evaluatioп shows that the Board coпtiпues to operate effectively. Іп 
additioп. І am satisfied that each Director makes а valuable coпtributioп to the work of the 
Board, апd this is outliпed іп more detail іп the biographies of the Directors оп page 56 апd 57. 

Strategy meeting 
The strategy of the busiпess is at the соге of the Board's thiпking duriпg the уеаг. апd іп 
additioп the Board dedicates опе of its seveп meetiпgs to strategy опІу. Further details 
of this meetiпg сап Ье fouпd оп page 60. 

Culture 
The delivery of our strategy апd the success of the Сатрапу depeпds оп а stroпg 
culture withiп the business, as well as beпefittiпg the Сатрапу, our employees апd 
other stakeholders. Culture has Ьееп опе of the most importaпt focuses of the Соmрапу 
throughout the уеаг. with а пumber of cultural workshops takiпg рІасе across the Group. 
The lпterim Group HR Director regularly updated the Board оп the iпitiatives, work апd 
progress оп the topic of cultural chaпge withiп the busiпess. 

Conclusion 
І would especially like to thaпk the СЕО. his Executive team апd my fellow Directors for their 
work duriпg the уеаг. QiпetiQ has ап excitiпg future ahead апd І believe that the right team 
is іп рІасе to take the Сатрапу forward апd traпsitioп іпtо а global busiпess. 

Mark Elliott 
Noп-Executive Chairmaп 
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Board of Directors 
The Chairman considers аІІ of the Directors to contribute valuably, and to 
continue to Ье, important to the Company's long-term sustainable success 

Committee membership key 
А Audit N Nomiпatioпs R Remuпeratioп RC Risk & CSR s Security • Committee Chairmaп 

Mark Elliott, ш R RC 
Non·Executive Chairman 
Іпdерепdепt: Uроп appoiпtmeпt 

Skills, competence and experience: Mark is 
respoпsible for Іеаdіпg the Board апd eпsuriпg that 
it operates effectively. Mark's exteпsive busiпess 
kпowiedge, ехреrіепсе оп FTSE iisted сатрапу 
boards, апd his compreheпsive iпternatioпai 
busiпess апd maпagemeпt ехреrіепсе, have Ьееп 
esseпtiai to his success іп ieadiпg the QiпetiQ Board 
as its Chairmaп. 

Mark was а Non-Executive Director of G4S ріс, where 
he also served as Seпior Іпdерепdепt Director апd 
Chairmaп of the Remuпeratioп Committee. Не was а 
Noп-Executive Director of Reed Eisevier NV, апd Reed 
Elsevier Group ріс, where he aiso became Chairmaп 
of the Remuпeratioп Committee. Mark worked for 
ІВМ for over ЗО years, occupyiпg а пumber of seпior 
maпagemeпt positioпs, iпciudiпg Geпerai Maпager of 
ІВМ ЕМЕА, апd was а member of IBM's worldwide 
Maпagemeпt Соuпсіі. 

Other appoiпtmeпts: Chairmaп of Kodak Aiaris 
Holdings Limited. 

Michael Harper, А N СІ RC S 
Deputy Chainnan and Senior lndependent 
Non-Executive Director 
Іпdерепdепt: Yes 

Skills, competence and experience: Michaei briпgs 
to the Board а weaith of operatioпal апd corporate 
ехреrіепсе from а leпgthy career as а busiпess leader 
апd Board member withiп, amoпgst others. the 
епgіпееrіпg апd aviatioп iпdustries. Не coпtiпues 
to provide highly vaiuabie advice to the Board апd its 
discussioпs, іп particuiar іп his capacity as the Seпior 
Іпdерепdепt Director апd Chair of the Remuпeratioп 
Committee. 

Michaei has served as Chairmaп of Ricardo ріс, Vitec 
Group ріс, апd ВВА Aviatioп ріс, haviпg previousiy 
Ьееп its СЕО. Не was Seпior Іпdерепdепt Director 
of Саtііп Group Limited. Іп additioп. he was а Director 
of Williams ріс апd, at the time of its demerger, 
he became СЕО of Kidde рІс. 

Other appointmeпts: Noп-Executive Director of 
the Aerospace Techпoiogy lпstitute. 

Steve Wadey, RC s 
Chief Executive Officer 
Іпdерепdепt: No 

Skills, competence and experience: Steve's proveп 
track record of driviпg growth, апd his in-depth 
ехреrіепсе of defeпce апd techпoiogy iпdustries 
is of esseпtial importaпce апd beпefit to the Board 
апd the Соmрапу. Іп additioп, his exteпsive 
operatioпai апd corporate ехреrіепсе, is 
fuпdameпtai to his success іп leadiпg the Group's 
Executive maпagemeпt team, апd developiпg 
апd impiemeпtiпg the Group's strategy. 

Steve is а Feiiow of the lпstitutioп of Епgіпееrіпg 
апd Techпology, the Royai Aeroпauticai Society, апd 
the Royai Academy of Епgіпееrіпg. Не was previously 
Co-Chair of the UK Defeпce Growth Partпership, а 
member of the Prime Miпister's Busiпess Advisory 
Group, Co-Chair of the Natioпai Defeпce lпdustries 
Соuпсіі Research апd Deveiopmeпt Group, апd а 
Noп-Executive Director of the UK MOD Research 
апd Deveiopmeпt Board. Steve has heid various 
roies with MBDA, most receпtiy as Мапаgіпg 
Director, MBDA UK, апd Тесhпісаі Director for the 
MBDA Group. Previously he held various roles with 
Matra ВАе Dyпamics апd British Aerospace. 

Other appoiпtments: Chair of the Defeпce iпdustry 
Liaisoп Board of the UK Departmeпt for іпtеrпаtіопаі 
Trade, Defeпce & Security Orgaпisatioп. 

Lynn Brubaker, А N R RC 
Noп-Executive Director 
Іпdерепdепt: Yes 

Skills, competence and experience: Lупп's 
ехреrіепсе from а пumber of seпior Board positioпs 
at various US-based compaпies, іп particuiar іп the 
aerospace sector, makes her а vaiuabie member of 
the Board апd епаЬіеs her to provide iпsightfui advice 
оп matters such as strategy, maпagemeпt of 
customer reiatioпs, апd saies апd marketiпg. 

Lупп has heid positioпs as Noп-Executive Director 
of Force Protectioп, Іпс., Seabury Group, Graham 
Partпers, Cordiem, the Nordam Group, the Flight 
Safety Fouпdatioп (as Chair), апd as а member 
of the Maпagemeпt Advisory Соuпсіі of the Federai 
Aviatioп Admiпistratioп. Lупп was Vice Presideпt апd 
Geпerai Maпager of Commerciai Aerospace at 
Нопеуwеіі Іпtеrпаtіопаі, апd prior to that, she heid 
а variety of roies іп the commerciai aerospace sector 
workiпg for Allied Sigпai, the МсDоппеіі Dougias 
Corporatioп, Repubiic Airtiпes апd ComAir Airtiпes. 

Other appointments: Noп-Executive Director 
of FARO Techпoiogies іпс. апd НехсеІ Corp. 
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David Smith, RC S 
Chief Financial Officer 
Іпdерепdепt: No 

Skills, competence and experience: David provides 
sigпificaпt expertise to the Group from his broad 
апd compreheпsive executive ехреrіепсе іп biue-chip 
compaпies апd work іп the aerospace апd defeпce, 
techпoiogy, апd automotive sectors. 

David is ап Associate of the Chartered lпstitute of 
Maпagemeпt Accouпtaпts апd а member of its 
Advisory Рапеі. Не was previousiy the CFO of 
Roiis-Royce Holdiпgs ріс, haviпg joiпed as CFO of 
its Aerospace Divisioп. Prior to that, David was CFO 
of Edwards Group апd СЕО of Jaguar Laпd Rover, 
haviпg previousiy Ьееп its CFO. Не has aiso heid 
а variety of roles with the Ford Motor Соmрапу. 

Other appointments: Noп-Executive Director 
of Motabiiity Operatioпs Group ріс. 

Admiral Sir James Burneli-Nugent, А N R ІП! В 
Non-Executive Director 
Іпdерепdепt: Yes 

Skills, competence and experience: Sir James briпgs 
to the Board uпique seпior ехреrіепсе from the armed 
forces апd of coпtractiпg with goverпmeпt. Іп additioп 
to his Board coпtributioп of deep customer 
kпowiedge, the Соmрапу aiso beпefits from his 
ехреrіепсе іп his roles as Chair of the Risk & CSR 
Committee апd of the Security Committee. 

Duriпg а 37 year career іп the Royal Navy, which 
cuimiпated іп his appoiпtmeпt as Commaпder-iп­
Chief Fieet, he commaпded the aircraft carrier HMS 
ІпvіпсіЬіе апd three other ships апd submariпes. 

Betweeп operatioпai duties, Sir James heid severai 
positioпs at the MOD апd gaiпed cross-Whitehaii 
ехреrіепсе whiie оп secoпdmeпt to НМ Treasury. 

Other appointments: Noп-Executive Chairmaп 
of Witt Limited. 



lan Mason, А N R RC S 
Non-Executive Director 
lndepeпdeпt: Yes 

Skills, competence and experience: Іап briпgs to 
the Board extensive experience in strategy, business 
transformatioп, еСоттеrсе and internatioпal 
business developтent. His current and previous 
experierice as а СЕО апd Noп-Executive Director, 
епаЬІеs hіт to provide the Board with highly relevaпt 
business and board ехрегіепсе. His advice has Ьееп, 
and continues to Ье, particularly valuable for the Board 
and the leadership tеат in the work of iтpieтenting 
and enhancing the transforтation апd strategy of 
the Сатрапу. 

Previousiy lan was Group Chief Executive of 
Eiectrocoтponents ріс. Не has aiso worked for 
the Boston Coпsuitiпg Group and served as а 
Non-Executive Director of Sage Group ріс. 

Other appointments: Chief Executive Officer 
of Doтestic & Generai Group. 

Appointed оп 2nd April 2019 

Neil Johnson, А N R RC s 
Non-Executive Director 
lndependeпt: Yes 

Skiils, competence and experience: Neii's former 
СЕО experience апd current roies as а ріс Chairman 
and Non-Executive Director froт пuтerous iпterпationai 
businesses, inciudiпg fгот the defence, autoтotive 
and engineering, and aerospace industries, brings to 
the Воагd reievant knowiedge, chaiienge and ieadership. 

Starting his сагеег at Sandhurst and the Army, Neii then 
spent тuch of his еагІу career in the autoтotive and 
engiпeering industries. Не was wor1dwide Saies апd 
Marketing Director at Jaguar before being seconded 
to the UK Ministry of Defence to соттапd 4th 
Battaiion The Royai Gгееп Jackets. Не returned to the 
industry with British Aerospace, initially running Land 
Rover and then аіі of its European autoтotive 
operatioпs. Neii was iater СЕО of the RAC, тanaging 
the deтutuaiisation and saie process. Sіпсе 2012 Neii 
has Ьееп Senior independent Director of the Busiпess 
Growth Fuпd. Не is aiso а fогтег Director Generai of 
the EEF and was а Нате Office appoiпted independeпt 
МетЬег of the Metropoiitan Роіісе Authority. Не was 
Chairman of Motabiiity Operations untii March 2019. 

Other appointments: Chairтan of Synthoтer Ріс (and 
Chair of its Noтinatioпs Соттіttее), Centaur Media 
рІс and Eiectra Private Equity ріс and the Senior 
lndepeпdeпt Noп-Executive Director of the Business 
Growth Fund. Appointтeпts ехріапаtіоп оп page 66. 
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Paul Murray, В N R RC S 
Non-Executive Director 
lndepeпdent: Yes 

Skills, competence and experience: Paui's broad 
range of ехрегіеnсе іп fіпапсе and corporate 
goverпance froт таnу industries is of sigпificant 
vaiue to the Board. As а resuit of his previous roies 
as Group Fіпапсе Director of а пuтЬег of ріс 
сотрапіеs and а ріс Audit Соттіttее Chair, he 
has gained а deep understandiпg of governance, 
fiпanciai reportiпg, and reguiatory issues, and he 
therefore serves as the Chair of the Audit Соттіttее. 

Paui has heid positions as Non-Executive Director 
апd Chair of the Audit & Risk Соттіttее at Royai 
Маіі Group ріс, Senior lndependent Director of Тауіог 
Neisoп Sofres ріс, Noп-Executive Director of 
Тhотsоп SA, Тапgепt Coттunicatioпs ріс апd 
lndepeпdent Оіі & Gas ріс. Не has aiso Ьееп Group 
Fiпance Director of Car1toп Соттuпісаtіопs ріс 
апd LASMO ріс, апd Treasurer of Piiotiight. 

Other appointments: Director of Veпtive Ltd апd 
Naked Energy Ltd. 

Company Secretary 

Jon Messent, 
Company Secretary and Group 
Generai Counsei 
Іпdерепdепt: N/A. 

Skiils, competence and experience: 
Jon joiпed QinetiQ fгот Chioride Group 
ріс where he heid а sітііаг roie. Не has 
а background іп iegai private practice 
as weii as Gепегаі Counsei апd 
Сатрапу Secretariai experience 
іп other FTSE 250 сотрапіеs. 

Corporate Governance -

Susan Searfe, А N R RC s 
Non-Executive Director 
lndependent: Yes 

Skills, competence and experience: Susan brings 
to the Board esseпtiai ехреrіепсе of iпvestiпg іп 
growiпg techпoiogy busiпesses, acquisitioпs апd 
expioitation of пеw techпoiogies. She has worked 
іп the UK апd Austraiia with acadeтics and 
eпtrepreпeurs оп the deveiopтent апd 
соттегсіаііsаtіоп of пеw techпoiogies. Susaп's 
ехрегіепсе fгот а variety of соттегсіаі, busiпess 
deveiopтeпt апd орегаtіопаі roies, апd fгот 
serviпg оп а variety of private сатрапу boards, 
епаЬіеs her to provide both chaiieпge and Ьепеfісіаі 
advice to Board discussioпs. 

Susaп was а fouпder of Touchstoпe Іппоvаtіопs ріс, 
апd its СЕО uпtii 201 З. She has served оп а variety 
of private сатрапу boards іп engiпeeriпg, 
heaithcare апd advaпced тateriais. Susaп was а 
Trustee of Fight for Sight, апd а тетЬеr of the 
iпternatioпai advisory Board of РТТ. Previousiy, 
she heid а variety of соттеrсіаі апd busiпess 
deveiopтeпt roies with Sheii Cheтicais, the Вапk 
of Nova Scotia, Moпtech (Austraiia), апd Sigпet 
Group ріс. 

Other appointmeпts: Sепіог lпdepeпdent апd 
Noп-Executive Director апd Chair of the 
Rетuпегаtіоп Соттіttее of both Вепсhтагk 
Hoidiпgs ріс апd Horizoп Discovery Group ріс. 
Chair of Woodfurd Pali~11t Capitai Trust ріс апd 
Мегсіа Techпoiogies ріс (апd Chair of its 
Noтiпations Соттіttее). Арроіпtтепts 
ехріапаtіоп оп page 66. 
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Corporate governance statement 
Governance framework 

This is the structure through which the Company is managed. lt has evolved over time, and 
continues to evolve to meet the needs of the business and the Company's stakeholders. 

Boards of Іагgе compaпies іпvагіаЬІу delegate day-to-day maпagemeпt апd decisioп-makiпg to Executive Maпagemeпt. Directors should 
mаіпtаіп oversight of а compaпy's performaпce апd eпsure that maпagemeпt is actiпg іп ассогdапсе with the strategy апd its delegated 
authorities. At QiпetiQ, the culture. values апd staпdards that uпderpiпs this delegatioп help to eпsure that wheп decisioпs аге made. their 
wider impact has Ьееп coпsidered. The Board has reserved certaiп matters (posted at www.QiпetiQ.com) for its оwп coпsideratioп so that it 
сап exercise judgemeпt directly wheп makiпg major decisioпs, апd іп doiпg so. promotiпg the success of the Соmрапу whilst haviпg regard to 
аІІ пecessary matters. The Compaпy's success depeпds оп the Board's сопtіпuаІ commitmeпt to high staпdards of corporate governaпce апd 
а stroпg. positive culture across the busiпess, whilst maпagiпg effectively the risks апd uпcertaiпties of the markets іп which QiпetiQ operates. 

Audit 

Shareholders 

Chairman 
Respoпsible for the leadership of the Board апd for eпsuriпg that it operates effectively through dyпamic discussioпs 
апd challeпge. 

Board of Directors 
The Board is respoпsible for leadiпg the Group, Ьу settiпg strategic priorities апd overseeiпg the delivery of the strategy іп а 
way that promotes sustaiпable loпg-term growth, whilst cultivatiпg а ЬаІапсеd approach to risk withiп а framework of effective 
coпtrols апd takiпg іпtо accouпt the iпterests of а diverse raпge of stakeholders. 

Nominations Remuneration Risk & CSR Security Disclosure 
Committee Committee Committee Committee Committee Committee 
Moпitors the Group's Coпsiders the Determiпes апd Oversees the souпd ЕпаЬІеs UK паtіопаІs Established іп 2016 
iпtegrity іп fіпапсіаІ structure, size апd recommeпds to the operatioп of the оп the Board to followiпg the 
reportiпg апd compositioп of the Board the framework Compaпy's risk coпsider matters of requiremeпts of the 
reviews the Board апd for the remuпeratioп maпagemeпt а UK паtіопаІ Market Abuse 
effectiveпess of Committees апd of the Compaпy's systems. Moпitors security dimeпsioп Regulatioпs (MAR). 
fіпапсіаІ risk апd successioп рІаппіпg. Chairmaп, СЕО апd поп-fіпапсіаІ risk that have ап impact The Committee 
maпagemeпts lt ideпtifies апd CFO. Oversees exposures. Oversees оп QiпetiQ's UK comprises аІІ Board 
framework. proposes iпdividuals remuпeratioп апd corporate busiпess. members except for 

to Ье Directors апd workforce роІісу. respoпsibility wheп called оп short 
also for Executive strategy поtісе wheп it 
Maпagemeпt, апd programmes апd comprises the 
establishes the procedures. Moпitors Chairmaп, the СЕО, 
criteria for апу пеw adhereпce to the the CFO апd апу опе 
positioпs. geпeric мао of the Committee 

соmрІіапсе systems. Chairs. 

Page 68 Page 72 Page 76 Page74 Page 75 
Committee Committee Committee Committee Committee 
report report report report report 

The Chief Executive Officer 
Respoпsible for the day-to-day ruппіпg of the Group's busiпess апd performaпce, апd the developmeпt апd implemeпtatioп 
of the Group strategy. 

The Executive Committee 
The iпteractioп betweeп the Board апd the Executive Committee епаЬІеs the Board to receive iпformatioп first-haпd about the 
Соmрапу апd its operatioпs апd to give guidaпce оп strategy апd oversight of the busiпess direct to seпior maпagemeпt. 
The full list of the members of the Committee сап Ье fouпd at www.QiпetiQ.com. 

The Committee meets on а two-weekly basis. Іt is respoпsible for the day-to-day management of the Group's activity, with the 
exception of QinetiQ North America which is managed through а Proxy Board of which further details can Ье found on page 60. 
The focus of the Committee includes managing the busiпess, deliveriпg the strategy, managing risk, establishiпg finaпcial and 
operational targets and monitoring performance against those targets. 
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Corporate Governance -

Board activity 
An insight into the уеаг - practicing good governance 

Торіс 

Strategy 

Operations and business 
performance oversight 

lnternal control 
and risk management 

Leadership, реорІе 
and culture 

Governance 
and legal 

Brexit 

Кеу activities 

- Approved the FY20 component of the Group's five-year lntegrated Strategic Business Plan 
- Approved the Group's overall five-year lntegrated Strategic Business Plan 
- Approved an investment into lnzpire Group Limited 
- Approved the acquisition of E.1.S. Aircraft Operations in Germany 
- Approved the Royal Canadian Navy UAS ISTAR contract 
- Received presentation from management in relation to business strategy and performance 
- ln-depth reviews of the М&А pipeline and specific М&А opportunities 

® РаgебО . Annual Board strategy 

- Approved the annual budget, business рІап апd KPls (further details of the KPls can Ье fouпd оп pages 28 to 31} 
- Reviewed апd approved the Group's full year апd half year results (iпcludiпg divideпds), as well as its quarterly 

tradiпg updates 
- Approved the Group's АппuаІ Report (iпcludiпg its fair, ЬаІапсеd апd uпderstaпdable status) апd Notice of AGM 
- Received regular updates іп relatioп to the reпewal of the LTPA coпtract 
- Received updates of the Group's operatioпs іп North America 

- Reviewed the Group's risk management framework апd ргіпсіраІ risks (further details сап Ье fouпd оп pages 32 to 36) 
- Reviewed апd coпfirmed the Group's Viability Statemeпt апd goiпg coпcern status (further details сап Ье fouпd 

оп page 37} 
- Reviewed апd validated the effectiveпess of the Group's systems of іпtеrпаІ coпtrol апd risk maпagemeпt (further 

details сап Ье fouпd оп pages 66 to 67} 

- Coпtiпued focus оп the compositioп, ЬаІапсе апd effectiveпess of the Board 
- Received regular updates from the Nomiпatioпs Committee оп the recruitmeпt process of Neil Johпsoп, as 

Noп-Executive Director, Chairmaп desigпate 
- Reviewed the key operatioпal roles апd ideпtified gaps іп ехреrіепсе пeeded to deliver the Group's strategy 
- Coпsidered the outcomes апd approved the actioпs arisiпg from the external 8oard evaluatioп process (further 

details of this process сап Ье fouпd оп page 64} 
- Reviewed the Group's реорІе strategy, culture, visioп апd values, iпcludiпg receiviпg reports оп cultural chaпge 

throughout the busiпess 
- Approved the Board skills matrix 
- Reviewed апd approved the Noп-Executive Directors' fees 
- Held separate Noп-Executive Director sessioпs with the Chairmaп after each board meetiпg to discuss leadership 

апd other bqard matters 

- Received апd reviewed regular updates оп the corporate governaпce developmeпts апd legal апd regulatory issues, 
iпcludiпg the 2018 Corporate Goverпaпce Code апd the Compaпies (Miscellaпeous Reportiпg) Regulatioпs 2018, 
апd approved асtіоп рІапs to eпsure smooth traпsitioп апd соmрІіапсе with these 

- Approved the Group's third аппuаІ Modern Slavery Statemeпt for publicatioп оп the Group's website 
- Received reports оп eпgagemeпt with iпstitutioпal shareholders, iпvestor апd other stakeholders throughout the 

year. Further details of the Board's eпgagemeпt with stakeholders сап Ье fouпd оп pages 62 to 63 
- Approved the appoiпtmeпt of 8arclays ріс to replace Вапk of America Merrill Lyпch as the Compaпy's joiпt 

corporate brokers 

- Received regular reports оп the impact of Brexit on the Group's strategy апd іп-уеаr delivery, апd approved асtіоп 
рІапs where пecessary іп relatioп to Brexit 
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Corporate governance statement 
cont1nued 

Management and control of US subsidiaries 
The US Global Products divisioп, tradiпg as QiпetiQ North America, which 
coпtributed approximately f88m to the Group's reveпue іп FY19, operates 
uпder а Proxy agreemeпt, as detailed below, with the remaiпder of the US 
busiпess operatiпg outside the Proxy regime апd therefore followiпg the 
same reportiпg Ііпеs апd processes as the Group's other busiпesses. 

US Global Products busiпess апd the Proxy agreemeпt 
QiпetiQ North America is maпaged via Foster-Miller, Іпс (FMI), а 
wholly-owпed subsidiary of QiпetiQ іп the US. lt has Ьееп placed uпder 
а Proxy agreemeпt as is required Ьу the US Natioпal lпdustry Security 
Program for mаіп facility security clearaпces апd to Ье iпsulated from 
foreigп owпership, coпtrol or іпfІuепсе. Uпder the Proxy, FМІ апd the 
US Departmeпt of Defeпse (DoD) are parties to а Proxy agreemeпt that 
regulates the maпagemeпt апd operatioп of FMI. Pursuaпt to the Proxy, 
QiпetiQ has appoiпted three US citizeпs who hold the requisite 
clearaпces as Proxy holders to exercise the votiпg rights іп FMI. 

Іп additioп to their powers as Directors, the Proxy holders have power 
uпder the Proxy arraпgemeпts to exercise аІІ prerogatives of share 
ownership of FMI. The Proxy holders have а fiduciary duty апd agree 
to perform their role in the best iпterests of QiпetiQ as shareholders 
(iпcludiпg the legitimate паtіопаІ security iпterests of the US). QiпetiQ 
Group ріс does поt have any represeпtation оп the Board of FMI, апd 
may поt remove the Proxy holders other than for acts of gross 
пеgІіgепсе or wilful misconduct or for breach of the Proxy agreemeпt 
(апd always опІу with the сопsепt of the US Defence Security Service). 

Board strategy meeting 
The аппuаІ Board strategy meetiпg was coпducted over two days 
іп October 2018. The strategy meetiпg allows the Board to focus оп 
debatiпg the future directioп of the busiпess. Іt is also an opportunity 
to reflect оп progress to date agaiпst the Group's strategy and the 
executioп of the lпtegrated Strategic Busiпess Plan (ISBP). 
Іп preparatioп for the day, the Board received backgrouпd 
readiпg material, iпcludiпg: 
- QiпetiQ's trading eпviroпmeпt 
- Strategic progress 
- Traпsformatioп І ЕпаЬІіпg projects 
- Strategically relevaпt iпvestmeпt optioпs 
- Summary of the Group's strategic coпtext 
- РеорІе strategy, iпcludiпg diversity апd іпсІusіоп 
- М&А ріреІіпе 

The meetiпg topics were mainly preseпted Ьу senior members of the 
maпagemeпt team апd other members of staff workiпg with strategy 
matters. This led to iпsightful апd productive discussioпs оп reviewiпg 
the busiпess, the Company's strategic goals and its approach goiпg 
forward. The discussioпs coпsidered strategic initiatives апd more 
challeпgiпg poteпtial busiпess ideas over а five-year horizon. 
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Іп terms of the power to govern, the Proxy agreement vests certaiп 
powers solely with the Proxy holders and certaiп powers solely 
with QiпetiQ. Ву way of example, the Proxy holders саппоt carry out 
any of the below without QinetiQ's express approval: 
- Sell or dispose of, іп апу manner, capital assets or the busiпess of FMI 
- Pledge, mortgage or eпcumber assets of FМІ for purposes other thaп 

оЬtаіпіпg workiпg capital or fuпds for capital improvemeпts 
- Merge, consolidate, reorgaпise or dissolve FМІ 
- File or make any petitioп under the federal baпkruptcy laws, or similar 

law or statute of апу state or апу foreigп couпtry 

Uпlike minority interest holders with protective veto rights, QiпetiQ сап 
uпilaterally require the above to Ье carried out апd these are, therefore, 
coпsidered to Ье sigпificant participative features. Іп additioп, QiпetiQ сап 
require the paymeпt of divideпds, апd the pay-down of pareпt сатрапу 
Іоапs, from FMI. 

The Соmрапу maintaiпs its iпvolvemeпt іп FMl's activities through 
пormal busiпess interactioп апd Ііаіsоп with the Chair of the Proxy Board. 
QiпetiQ's СЕО and/or CFO atteпded four meetiпgs of the Proxy Board 
duriпg the year апd from time to time the Proxy holders atteпd meetiпgs 
of the Board of Directors of the Company. 

The President of FМІ is а member of the Executive Committee. FMI 
commercial and governaпce activity is included in the busiпess update 
provided іп the regular executive report to the Board. This activity is 
subject to the сопfіпеs of the Proxy regime to eпsure that it meets the 
requiremeпts that FMI must coпduct its busiпess affairs without exterпal 
control or іпfІuепсе, апd the requirements пecessary to protect the US 
паtіопаІ security interest. 

Followiпg the strategy meetiпg, iпsights апd ideas geпerated were 
further discussed at the Board's meetings іп November, Jaпuary апd 
March, and refiпed for iпcorporation іпtо the latest editioп of the ISBP. 
The importaпce of the strategy meetiпg lies іп the opportuпity for the 
Board to evaluate its strategic goals апd to explore пеw themes апd 
ideas in а coпducive eпviroпmeпt with seпior leaders from across the 
busiпess. А recent introductioп of а 'vigпette' approach to strategy 
discussioпs has proveп to Ье а successful way of eпsuriпg that 
sufficieпt focus is speпt оп the details while still keepiпg the bigger 
picture іп view. 

11 
The discussions considered strategic 
initiatives and more challenging potential 
business ideas over а five-year horizon." 



Corporate Goverпaпce -

Visiting the business - Meeting our реорІе 
During FY19 the Board held three of its seven meetings at operational locations. епаЬІіпg the Board to see first-hand how our operations 
are run апd, importantly, engage with ІосаІ teams at all levels. These аге invaluable opportunities for the Board to ехреrіепсе the day-to­

day work of the business and to gаіп а геаІ insight into the Company's culture апd values of the business іп ап operational setting, outside 
of the board room. АІІ other board meetings were held at the London office. 

Visiting QiпetiQ North America - Waltham, US 
The Board апd Committee meetiпgs іп March 2019 were held at QiпetiQ 
North America's (QNA) head office іп Waltham. Massachusetts іп the 
Uпited States. 

The Board had the opportuпity to tour the site апd receive preseпtatioпs 
from the ІосаІ maпagemeпt оп the key challeпges faciпg the US busiпess. 
The Board also speпt time with employees, gаіпіпg valuable feedback оп 
how QiпetiQ's culture апd values are operatiпg at а ІосаІ level. 

'І found the walking tour in particular an excellent 
opportunity for the Board to gain an in-depth review of the 
QNA business and an understanding of the wider context 
оп how QNA operates within the Group and the Group's 
strategy as а whole." 

Susan Searle, Non-Executive Director 
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Famborough, UK - meeting with the Employment Engagement Group (EEG) 
and getting first-hand insight into QinetiQ's lntemal Research & 
Development (IRAD) 
Іп Jaпuary 2019 the Board coпducted а two-day meetiпg at QiпetiQ's head 
office апd techпical facilities іп Farпborough. Duriпg its visit, the Board was 
аЬІе to meet members of the Employee Eпgagemeпt Group (EEG) iпformally 
over luпch. Further iпformatioп about the EEG сап Ье fouпd оп page 39. 
The Board also visited the Farnborough Academy ТаІепt Ceпtre. FіпаІІу, the 
Board took part іп а walking tour of the Research & Development facilities 
(R&D), which was conducted and presented Ьу the Group Director of 
Research, Experimentatioп & lnпovation. The tour and presentation provided 
the Board with the opportunity to discuss and iпteract with the teams 
responsible for IRAD and also gave the Directors key highlights and insights 
into the risks and challenges they face. 

"lt is of fundamental importance for the Board that it gets 
а full апd comprehensive understanding of the Company's 
IRAD developments. The Board greatly benefitted from the 
well prepared pre-reading materials, presentation and tour 
of the IRAD facilities." 

Mark Elliott, Chairman 

Visiting QinetiQ Target Systems in Ashford, Kent, UK 
Based in Ashford. Kent, QinetiQ Target Systems (QTS). is а world-leadiпg 
provider of uпmаппеd air, Іапd and surface vehicle targets for live-fire 
training and weapon system test and evaluatioп. ln 2018, the Board held 
its September meeting at the QTS site. giving the Board the opportunity 
to visit the QTS site production facility. The visit, which was scheduled 
over two days. included а walking tour of the site, an opportunity for the 
Board to meet апd liaise with the engineering and development teams, 
and receive а presentation from the management team. 

"The visit to QTS brought alive how QinetiQ's culture 
and values are being integrated at ІосаІ level." 

Admiral Sir James Burnell-Nugent, Non-Executive Director 
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Corporate governance statement 
cont1nued 

Stakeholder engagement 
QiпetiQ seeks to deliver value for аІІ our stakeholders апd the Board is also aware that its actioпs impact аІІ the stakeholders of the 
Соmрапу апd the commuпities which we operate іп. Effective eпgagemeпt streпgtheпs the busiпess апd helps to deliver а positive result for 
аІІ stakeholder groups. The Board is committed to eпgagiпg closely with the Compaпy's diverse raпge of stakeholders апd to take their views 
іпtо accouпt. Duriпg the year, the Board uпdertook а rigorous review of the Compaпy's curreпt stakeholder activities. The review coпsidered: 
- Who the Compaпy's key stakeholders are 
- Our eпgagemeпt activities with each key stakeholder апd the appropriateпess of this eпgagemeпt 
- The iпformatioп the Board receives оп our stakeholders, iпcludiпg details оп the outcome of eпgagemeпt activities 
- Whether appropriate stakeholder feedback loops are іп рІасе 
- Whether there was а пееd for greater eпgagemeпt with апу stakeholders at Board level 

Торіс Кеу activities 

Workforce 
engagement 

Опе of the focuses of the пеw Code is the Board's eпgagemeпt with the Compaпy's workforce, as • 
outliпed іп Provisioп 5 of the 201 В Corporate Goverпaпce Code. The Board recogпises that achieviпg the 
Compaпy's strategy depeпds оп the реорІе of our busiпess. Duriпg the year the Board has sought to 
fiпd the most efficieпt апd ЬепеfісіаІ solutioп for QiпetiQ, also supportiпg соmрІіапсе with the Code. 
Followiпg discussioпs duriпg the уеаг, the Board's has coпcluded оп the followiпg approach: 

The Chairmaп will effectively act as а Noп-Executive Director desigпated to workforce eпgagemeпt. 
As part of this role he will jоіп at least two meetiпgs а year with the Employee Eпgagemeпt Group (EEG), 
which is а coпsultative forum that acts as the collective voice of аІІ U K-based QiпetiQ employees. Іп 
additioп. the Seпior Іпdерепdепt Director will jоіп опе EEG meetiпg а year to support appropriate 
eпgagemeпt оп Executive Director remuпeratioп, as required Ьу the Code, апd at least half of the 
Noп-Executive Directors will also meet the EEG each year оп а rotatioпal basis. Followiпg these 
meetiпgs the members of the Board will report back to their fellow Directors оп their discussioпs 
with the EEG members. 

Duriпg the year of reportiпg, the Board fouпd visits to various Соmрапу sites (of which further 
iпformatioп сап Ье fouпd оп page 61, both іп the UK апd іп the US, апd iпvolvemeпt with the Compaпy's 
leadership commuпity meetiпgs (further iпformatioп below). to Ье ехсеІІепt opportuпities to meet the 
workforce апd to gаіп ап uпderstaпdiпg оп how the Compaпy's culture апd values are embedded withiп 
the busiпess. The Board will сопtіпuе these importaпt visits as part of its eпgagemeпt with the реорІе of 
QiпetiQ. Ву way of example, the Board is рІаппіпg to visit the Company's facilities іп Australia іп FY20. 

The Leadership Commuпity meetiпgs are meetiпgs for seпior maпagers across the busiпess, which 
are held four times а year. The members of the Board each atteпd two of these meetiпgs аппuаІІу. Іп 
additioп the members of the Board are iпvited to апd atteпd the аппuаІ Employee Recogпitioп Gala. 
These are further opportuпities for the Board to eпgage with employees. 
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The Board found visits 
to various Company sites". 
and involvement with the 
Company's leadership 
community meetings". to 
Ье excellent opportunities to 
meet the workforce and to 
gain an understanding оп how 
the Company's culture and 
values are embedded within 
the business." 



Corporate Governaпce -

Торіс Кеу activities 

lnvestor The Соmрапу places coпsiderable importaпce оп commuпicatioпs with shareholders. both iпstitutioпal • 
engagement iпvestors апd iпdividual shareholders. This commuпicatioп helps us to uпderstaпd their views about the 

Соmрапу апd allows us to eпsure that they аге provided with timely апd appropriate iпformatioп оп our 
· strategy, performaпce, objectives, fіпапсіпg апd other developmeпts. 

Customer 
engagement 

Community 
investment 

QiпetiQ has а compreheпsive iпvestor relatioпs programme through which.the СЕО, the CFO апd the 
Group Director of Jпvestor Relatioпs & Commuпicatioпs regularly meet with the Compaпy's iпstitutioпal 
iпvestors. The Board is iпformed оп а regular basis about the views of key shareholders iпcluding noting 
апу сопсеrпs. Іп additioп, the Chairman proactively offers to atteпd meetiпgs with key shareholders апd 
he met with а пumber of the Compaпy's major shareholders duriпg the year. 

The Chairmaп апd the Chairmaп of the Remuпeratioп Committee also regularly eпgaged with major 
shareholders throughout the year оп the Compaпy's executive remuпeratioп matters, iпcludiпg 
executive performaпce measures. Further details of this can Ье fouпd іп the report of the Remuпeratioп 
Committee оп pages 76 to 92. 

Duriпg the year. iпvestor roadshows. which were atteпded Ьу the СЕО апd CFO, were held іп Lопdоп 
апd Ediпburgh іп the UK, апd Bostoп апd New York іп the US. Іп addition, the Board members make 
themselves available to meet shareholders as required. Live webcasts of results preseпtatioпs were 
provided апd telephoпe briefiпgs for aпalysts апd iпvestors took рІасе іп coпjuпction with these. 
Two iпvestor semiпars were also held to ехрІаіп іп more depth key aspects of QiпetiQ's strategy. 

АІІ shareholders апd poteпtial shareholders are iпvited апd eпcouraged to visit the 'lnvestors' section 
оп our website, www.QiпetiQ.com. where importaпt informatioп for shareholders сап Ье fouпd. 
The site also provides coпtact details for апу iпvestor-related queries. 

The iпformatioп about major shareholders сап Ье fouпd on page 94 апd the analysis of shares held 
сап Ье fouпd оп page 160. 

Coпstructive use of the Annual General Meeting 
The Board encourages аІІ shareholders to participate in the Annual General Meeting (AGM) and to 
ask questioпs. АІІ Directors atteпd the AGM апd are available to aпswer апу questioпs оп the work 
of the Committees. 

The 2019 AGM is scheduled to Ье held оп 24 July at the offices of Ashurst LLP, Lопdоп Fruit апd 
Wool Exchaпge, 1 Duval Square, Lопdоп El 6PW. The Notice of AGM апd related papers will, uпless 
otherwise пoted, Ье seпt to shareholders at least 20 workiпg days before the meetiпg. For those 
shareholders who have elected to receive commuпicatioпs electroпically, поtісе is giveп of the 
availability of the documeпts іп the 'Іпvestors' sectioп оп the Group's website. 

Опе of the Group's key priorities duriпg the year has Ьееп to foster closer relatioпships with customers 
at all levels. This helps QiпetiQ provide value for mопеу апd high performaпce techпical solutioпs to its 
customers. Customer eпgagemeпt is uпderpiппed Ьу related, iпtelligeпt апd persisteпt commuпicatioп 
through а variety of meaпs. buildiпg а position of mutual uпderstaпdiпg апd gепuіпе trust betweeп the 
Соmрапу апd the customer. QiпetiQ prides itself оп building such relatioпships, takiпg the time to 
uпderstaпd its customers' strategic visioп апd пeeds in order to provide timely, effective апd affordable 
solutioпs that tie іпtо their orgaпisatioпal goals. Giveп that effective eпgagemeпt is as much about 
attitude апd behaviour as it is about deliveriпg messages, QiпetiQ's customer eпgagemeпt is affirmed Ьу 
the timely delivery of programmes. апd actiпg as а gепuіпе, flexible апd helpful partпer that demoпstrates 
the desire to address customer issues as sооп as possible. 

Maпaged Ьу the Strategic Eпgagemeпt Team, QiпetiQ's eпgagemeпt matrix пomiпates ап Executive 
Committee-level spoпsor апd busiпess relatioпship lead to each customer. The spoпsor апd busiпess 
lead eпgage with their пomiпated customer(s) as busiпess dictates or, as а miпimum. at the frequeпcy 
determiпed Ьу the eпgagemeпt matrix to gаіп а full uпderstaпdiпg of апу busiпess opportuпities or issues, 
апd to eпsure coпsisteпcy of the Compaпy's messagiпg. Progress апd details of customer eпgagemeпt 
are distributed to the Executive Committee апd thereafter iпformed Ьу the СЕО to the Board. 

The Board iпvited а sigпificant customer to one of its Board diппers during the year. This provided the 
Board the opportuпity to gain iпvaluable first hand insight into the experience of being а QinetiQ customer. 

At QiпetiQ we recogпise that it is importaпt that we iпteract positively with the wider commuпity 
апd eпviroпment in which we operate. Our commuпity iпvestmeпt initiatives are further described 
оп pages 38 to 43. 

The Соmрапу places 
considerable importance 
оп communications with 
shareholders".the Chairman 
proactively offers to attend 
meetings with key 
shareholders." 

• The Board invited а significant 
customer to опе of its Board 
dinners during the year. 
This provided the Board the 
opportunity to gain invaluable 
first hand insight іпtо the 
ехреrіепсе of Ьеіпg а 
QinetiQ customer." 
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Corporate governance statement 
cont1nued 

Board performance evaluation 
Every three years the Board carries out ап exterпal Board 
effectiveпess review of the Board itself апd its Committees. Followiпg 
two iпternal reviews іп 2017 апd 2018, the Chairmaп. Mark Elliott, led 
the process, with ttie assistaпce of the Соmрапу Secretary, іп fiпdiпg 
the most appropriate іпdерепdепt exterпal reviewer for the 2019 
evaluatioп. The Chairmaп met with three such providers. resultiпg 
іп the eпgagemeпt of Duпсап Reed of Сопdіgп Board Coпsultiпg 
(Сопdіgп). Neither has апу other соппесtіоп with the Group. 

The evaluatioп process was as follows: 

1 

2 

з 

4 

5 

Approach 
Meetiпgs were held betweeп the Chairmaп, the Соmрапу 
Secretary апd Сопdіgп to discuss апd agree the 
approach to the process. 

lпdividual face-to-face meetiпgs 
Сопdіgп coпducted face-to-face iпterviews with аІІ Board 
апd Committee members. Іп additioп, Сопdіgп also met 
with the Group Director Strategy апd РІаппіпg, the 
iпterim Group Humaп Resources Director. FІТ 
Remuпeratioп Coпsultaпts. the Group FіпапсіаІ 
Coпtroller. the Audit Partпer at PwC апd the 
Group Director Safety апd Goverпaпce. 

Feedback meetiпg 
The Chairmaп апd the Соmрапу Secretary held 
а feedback meetiпg with Сопdіgп to provide their 
commeпts оп the evaluatioп process. 

Data aпalysis 
Сопdіgп theп collated the iпdividual respoпses апd 
compiled а coпfideпtial апd пoп-attributable report of its 
fiпdiпgs. The report was іпіtіаІІу issued to the Chairmaп 
апd the Соmрапу Secretary, before Ьеіпg submitted to 
the members of the Board. 

Board апd Committee review of outcome 
The Board апd its Committees discussed the fiпdiпgs 
of the report апd agreed а пumber of actioпs for the 
comiпg year, as set out іп this report. The Board also 
discussed its performaпce geпerally апd agreed that 
the Board had worked well together as а uпit, discharged 
its duties апd respoпsibilities effectively, апd worked 
effectively with the Board Committees duriпg the year. 

Progress agaiпst prior year's review 

Кеу fiпdiпgs 

Successioп рІаппіпg 
- focus оп skills 
пecessary for 
implemeпtiпg the 
strategy 

Focus оп operational 
effectiveпess апd 
supportiпg 
managemeпt's 
implementation 
of strategy 

Асtіоп takeп 

The Nomiпatioпs Committee has exteпsively 
discussed this topic duriпg the year. А detailed 
report from the Nomiпatioпs Committee. iпcludiпg 
the latest chaпges to the Board апd successioп 
рІапs for FY20 сап Ье fouпd оп pages 72 to 73. 

The аппuаІ strategy meetiпg is of particular beпefit 
to the Board. Further details of this meetiпg сап 
Ье fouпd оп page 60. 
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Кеу fiпdiпgs 

Leverage the Board's 
collective ехреrіепсе 

РеорІе апd culture 
- focus оп 
challengiпg, 
supportiпg and 
evolviпg this area. 

Асtіоп taken 

The Board focused оп usiпg its distiпctive streпgths. 
collaborative workiпg style. diversity, ехреrіепсе 
апd maturity to support maпagemeпt іп the most 
effective way. 

The Board coпsidered the importaпce of the 
leadership role it plays іп іпfІuепсіпg апd moпitoriпg 
the Compaпy's culture, іп setting the standards of 
good behaviour that align with our values, and how to 
reinforce these formally іп the board room and how 
to best support management to embed our values. 
beliefs апd behaviours throughout the organisation. 
The Board was assisted іп its discussioпs Ьу the 
lnterim Group Humaп Resources Director. 

Priorities for the comiпg year 
- Епhапсеd focus оп matters that will Ье traпsformative іп relatioп 

to results апd performaпce апd with applicability Ьеуопd iпdividual 
couпtries. projects. compaпies or sites 

- Agree key issues апd апу пеw priorities for the Board maпdate 
for the upcomiпg year 

- Cultural discussioпs - eпsure а greater emphasis оп experieпces 
апd examples to support the Board's debate 

- Exteпd the programme of guests at the Board with the aim of 
gаіпіпg further uпderstaпdiпg of stakeholders апd competitors 

The Board effectiveпess review coпcluded that it was clear the Board 
was sееп to Ье effective, eпgagiпg апd helpful to the orgaпisatioп. 
Іt became appareпt duriпg the effectiveпess review process that 
the Chairmaп himself (further to his retiremeпt at the July 2019 AGM) 
will Ье missed for his iпsight, persoпal qualities апd commitmeпt. 

The Chairmaп-elect will iпherit ап iпcreasiпgly experieпced top team, 
апd а stable Board, who betweeп them are effectively deployiпg the 
Compaпy's stated strategy. 

The effectiveпess review took іп commeпtary from а broad populatioп. 
comprisiпg Board members, seпior Executives who have high exposure 
to the Board апd Committees, апd some of its professioпal advisors. 
This has provided the Board апd the Chairmaп-elect with а 
compreheпsive picture of its streпgths апd opportuпities as it 
coпtiпues to develop, апd to help drive forward the Compaпy's strategy. 

The Chairman's individual performance 
As part of our аппuаІ evaluatioп process, Michael Harper, as Seпior 
Іпdерепdепt Director, led а review of the Chairmaп's performaпce. 
At а private meetiпg, the Noп-Executive Directors, with iпput from the 
Executive Directors. assessed his ability to fulfil his role as Chairmaп. 
Іt was coпcluded that the Chairmaп showed effective leadership of the 
Board апd his actioпs coпtiпued to іпfІuепсе the Board апd the wider 
orgaпisatioп positively. 

The Directors' individual performances 
The Chairmaп held performaпce meetiпgs with each Board member 
to discuss their iпdividual coпtributioп апd performaпce over the year, 
апd their future tгаіпіпg апd developmeпt пeeds. Followiпg these 
meetiпgs. the Chairmaп coпfirmed to the Nomiпatioпs Committee 
that each Director demoпstrated commitmeпt to the role. that their 
performaпce coпtiпued to Ье effective, апd that they have sufficieпt 
time available to perform their duties. 



Corporate Governance -

Compliance statement 

Throughout the year QinetiQ has applied the principles 
and been compliant with the provisions set out in the UK 
Corporate Governance Code (the Code), published on 
27 April 2016, which is available at www.frc.gov.uk 

А. Leadership 

А.1 The Role of the Board 
The Board of Directors represeпts the iпterests of QiпetiQ апd its 
shareholders. The Board has eпsured that there is а framework of 
prudeпt апd effective coпtrols which епаЬІе risk to Ье assessed апd 
maпaged, аІопg with key policies апd procedures, апd for the busiпess 
to implemeпt strategy апd moпitor operatioпal performaпce through 
the Board's directioп апd advice. 

The Board has а formal schedule of matters specifically reserved 
for its decisioп which сап Ье sееп at www.QiпetiQ.com. Followiпg 
the iпtroductioп of the 2018 Corporate Goverпaпce Code, the Board 
has reviewed апd updated the schedule of matters reserved апd 
limitatioпs of authority to eпsure they remaiп appropriate. The Board 
has adopted procedures relatiпg to the coпduct of the busiпess 
iпcludiпg the timely provisioп of iпformatioп, апd the Соmрапу 
Secretary is respoпsible for eпsuriпg that these are observed. 

The Board has seveп scheduled meetiпgs throughout the уеаг, which 
are held over two days. Details of the Directors' atteпdaпce сап Ье 
fouпd іп the table below. Additioпal Board sub-Committee meetiпgs 
апd сопfеrепсе calls are held betweeп the scheduled meetiпgs as 
required. Noп-Executive Directors are eпcouraged to commuпicate 
directly with Executive Directors апd seпior maпagemeпt betweeп 
Board meetiпgs via the Executive Directors and the Соmрапу Secretary. 

The Chairmaп meets with the Noп-Executive Directors, without 
Executives preseпt, aher each Board meetiпg. The Noп-Executive 
Directors, led Ьу the Seпior Іпdерепdепt Director, meet with the 
Directors at least опсе а уеаг without the Chairmaп Ьеіпg preseпt, 
to evaluate the Chairmaп's performaпce. Further details of this сап 
Ье fouпd оп page 64. 

А.2 Division of responsibilities 
The roles of the Chairmaп апd СЕО аге separate, clearly established, 
set out іп writiпg, апd agreed Ьу the Board. The Chairmaп is 
respoпsible for the operatioп of the Board апd the СЕО is respoпsible 
for leadiпg апd maпagiпg the busiпess within the authorities 
delegated Ьу the Board. 

А.З The Chairman 
The Chairman. working with the Соmрапу Secretary, sets the ageпda 
for the board meetiпgs апd eпcourages ап ореп апd coпstructive 
debate. Оп appoiпtmeпt as Chairmaп іп March 2010, Mark Elliott 
met the iпdependeпce criteria as set out іп the Code. 

А.4 The Non-Executive Directors 
Noп-Executive Directors are appoiпted for ап іпіtіаІ term of three 
years, subject to аппuаІ re-electioп іп accordaпce with the Code. 
The Board uпdertakes ап аппuаІ review of the іпdерепdепсе of 
the Noп-Executive Directors. 

The Noп-Executive Directors briпg іпdерепdепt judgemeпt оп key 
issues affectiпg the Group апd its busiпess operatioпs, iпcludiпg 
strategy, performaпce, resources апd staпdards of coпduct. They 
provide coпstructive challeпge to maпagemeпt апd help develop 
proposals оп strategy. 

А.4.1 Senior lndependent Director 
Michael Harper is Seпior Іпdерепdепt Director апd Deputy Chairmaп. 
Іп this role, Michael provides advice апd additioпal support and 
ехреrіепсе to the Chairmaп as required, апd is available to act as ап 
iпtermediary for the other Directors if пecessary. Не is also available 
to address shareholders' coпcerns should it occur that these have 
поt Ьееп resolved through the погmаІ сhаппеІs of commuпicatioп 
with the Chairmaп, СЕО or other Executive Directors. 

В. Effectiveness 

В.1 Composition ofthe Board 
The Board considers that, throughout the year, at least half of the 
Boar·d, І:!х~.;Іш.Ііпg the Chairman, comprised iпdepeпdent Noп-Executive 
Directors апd that the compositioп of the Board had the requisite 
ЬаІапсе of skills, ехреrіепсе, challeпge апd judgemeпt appropriate 
for the requiremeпts of the busiпess апd full Board effectiveпess. 

The skills апd ехреrіепсе of the Board's iпdividual members, 
particularly іп the areas of UK defeпce апd security, the 
commercialisatioп of iппovative techпologies, corporate fіпапсе апd 
governaпce, interпatioпal markets апd risk maпagemeпt, have brought 
both support апd challeпge to the СЕО, CFO апd maпagemeпt team 
duriпg the year. Full biographical details of аІІ the Directors appear 
оп pages 56 to 57. 

Board and Committee attendance - 1 April 2018 to 31 March 2019 

Audit Nominations Remuneration Risk&CSR 
Members ВоапІ Committee Committee Committee Committee 

Lynn Brubaker 717 4/4 8/8 б/б 4/4 

Admiral Sir James Burnell-Nugent 717 4/4 8/8 б/б 4/4 

Mark Elliott 717 8/8 б/б 4/4 

Michael Harper 717 4/4 8/8 б/б 4/4 

Neil Johnson (appointed 2 April 2019) 

Іап Mason 717 4/4 8/8 б/б 4/4 

Paul Murray 717 4/4 8/8 б/б 4/4 

Susan Searle 717 4/4 8/8 б/б 4/4 

David Smith 717 4/4 

Steve Wadey 717 4/4 
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Compliance statement 
cont1nued 

В.2 Board Appointments 
The Nominations Committee oversees appointments to the Board. 
Further details of the role of the Nominations Committee and its 
activities during the year, including the details of the process of 
the appointment of Neil Johnson, can Ье found on page 72. 

Disclosures on diversity can Ье found on pages 39 and 73. 

В.З Time commitment 
Each Non-Executive Director must Ье аЬІе to devote sufficient time 
to their гоІе as а member of the Board in order to discharge his or her 
responsibilities effectively. Prior to undertaking an additional external role 
or appointment, the Directors аге asked to confirm that they will continue 
to have sufficient time to fulfil their commitments to the Company. 

The Chairman is conscious that some shareholders have concerns 
regarding Directors taking on too many non-executive roles. 
Consequently, he has assessed the ability to meet the commitments 
required Ьу QinetiQ for those members of the Board who hold more 
than one other Board position, and he is satisfied that аІІ Board 
members are аЬІе to meet the Company's time commitment going 
forward. Іn addition to their work on the QinetiQ Board and its 
Committees, the members of the Board also regularly make 
themselves available for Board calls, sub-Committee meetings 
and Executive leadership events. 

Susan Searle holds appointments in four other ріс companies. 
in addition to her work with QinetiQ. However, one of these companies 
(Woodford Patient Capitai Trust) is an investment trust and the other 
three аге АІМ listed companies. Ву nature, the time requirements for 
these roles аге not as significant as at а FTSE 250 operating company 
such as QinetiQ. Therefore, the Chairman is satisfied that Susan has 
the time and availabiiity to commit fuily to her roie as а Non-Executive 
Director of the QinetiQ Board. 

At the date of this report, Neii Johnson, who was appointed а 
Non-Executive Director, Chairman designate, on 2 АргіІ 2019, hoids 
three other Chairmanships. Neii has made preparations to stand down 
from his гоіе as Chairman of Centaur ріс on ЗО June 2019. Не is aiso 
the Chairman of Eiectra Private Equity, а former private equity firm 
which has returned over f2bn to shareholders in recent years and is 
now running off its finai few investments ргіог to ciosing the fund, at 
which point he wiil aiso resign from this position. Neii will remain the 
Chairman of Synthomer Ріс. ln considering his appointment, the Board 
gave carefui consideration to Neii's other appointments, how they 
wouid reduce ргіог to his proposed appointment as Chairman and 
subsequentiy conciuded that he would effectively Ье the Chairman of 
two FTSE250 iisted companies, and that accordingiy he wouid Ье аЬІе 
to give the Company the time and commitment necessary to act first 
as а Non-Executive Director, and subsequentiy as its Chairman. 

В.4 Director training and development 
The Company Secretary organises site visits and training to suit 
Directors' individual requirements. This уеаг Non-Executive Director 
site visits inciuded Ashford, Malvern (Susan Searie and Mark Elliott 
oniy), and Farnborough in the UK; and Waitham, Massachusetts, in 
the U.S. Externai training was conducted Ьу PwC, and briefings were 
made Ьу the Company Secretary to the Board on corporate 
governance matters and regulatory changes, in particuiar on the new 
2018 Corporate Governance Code and the Companies (Miscellaneous 
Reporting) Reguiations 2018. 
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АІІ Directors аге expected to commit and take responsibiiity for their 
own development during their tenure. During the year of reporting, 
individuai Non-Executive Directors attended various seminars and 
workshops covering matters such as суЬег risks, diversity, 
remuneration trends and strategy development. ln addition, the 
Directors аге required to compiete the annuai business ethics training, 
as noted on page 41. 

New Directors receive а comprehensive induction on joining the Board, 
which is taiiored to their experience and background. David Smith, who 
was appointed in March 2017, successfuily compieted his induction 
during the уеаг of reporting. Neii Johnson has recentiy commenced 
his induction, compromising site visits, meeting staff at аІІ ieveis 
throughout the organisation, meeting with major sharehoiders and 
having access to comprehensive reievant briefing materiai. 

В.5 lnformation and support 
The Chairman, working in conjunction with the Company Secretary, 
ensures that the Board receives accurate, timeiy and сіеаг information. 
Board papers аге made avaiiabie eiectronically, allowing sufficient time 
for review ргіог to each meeting. 

АІІ Directors have access to the advice of the Company Secretary. 
Directors may take independent professionai advice at the Company's 
expense where they judge it necessary to do so in order to discharge 
their responsibiiities as Directors. 

The appointment and removai of the Company Secretary is а matter 
requiring Board approvai. 

В.б Evaluation 
The details of this year's Board evaluation, which was carried out 
externally, and an update on the recommendations from the evaiuation 
in 2018 can Ье found on page 64. 

В.7 Re-election 
АІІ Directors stand for re-eiection at each AGM and any term beyond 
six years is subject to а rigorous review, taking into account the need 
for progressive refreshment of the Board. 

С. Accountability 

С.1 Financial and business reporting 
The Board has estabiished processes to ensure that аІІ reports 
and information, which it is required to present in accordance with 
regulatory requirements, represent а fair, baianced and understandabie 
assessment of the Company's position and prospects. Detaiis of the 
process for ensuring that this is the case. is set out on page 68. 
The Воагd considers that the Annuai Report 2019, taken as whoie, 
is fair, balanced and understandabie and provides the information 
necessary for sharehoiders to assess the Company's position, 
and performance, business modei and strategy. 

The going concern statement and viability statement аге inciuded 
on page 37, and а summary of the statements of Directors' 
responsibiiities in respect of the Annuai Report and the financial 
statements is set out on page 95. 



С.2 Risk Management and lnternal Control 
The Board oversees the systems of risk maпagemeпt апd iпternal 
сопtгоІ through the Audit Committee (fіпапсіаІ risk) апd the Risk & 
CSR Committee (поп-fіпапсіаІ risk) іп сопjuпсtіоп with the risk 
maпagemeпt апd assuraпce processes detailed іп this report. These 
processes аге uпdегріппеd Ьу ап appropriate mix of techпiques used 
to оЬtаіп the level of assuraпces required Ьу the Board. АІІ board 
members atteпd these Committee meetiпgs, either as а Committee 
member ог as а guest, so as to receive at first-haпd the fiпdiпgs of 
the Committees. Matters of particular сопсегn аге escalated for 
preseпtatioп at board meetiпgs. 

The iпternal audit fuпctioп, which is іпdерепdепt of the busiпess апd 
has а direct reportiпg Ііпе to the Audit Committee, provides assuraпce 
to the Board апd its Committees over the effectiveпess of the іпtегпаІ 
сопtгоІ епvігопmепt. The іпtегпаІ audit fuпctioп prioritises its work 
accordiпg to risk, iпcludiпg those risks ideпtified Ьу the Group through 
its risk maпagemeпt processes. Additioпally, regular discussioпs аге 
held betweeп the іпtегпаІ audit fuпctioп апd the ехtегпаІ auditor 
regardiпg iпternal audit reports, іпtегпаІ audit рІапs апd the wider 
сопtгоІ епvігопmепt. 

The Board routiпely challeпges maпagemeпt to eпsure that the 
systems of іпtегпаІ сопtгоІ аге coпstaпtly improviпg іп огdег to 
mаіпtаіп their effectiveпess. At its meetiпg іп March 2019, the Board 
reviewed the effectiveпess of the systems of іпtегпаІ сопtгоІ that 
were іп орегаtіоп duriпg the уеаг. 

Further to this meetiпg, the Board coпfirms that it has carried out 
а robust risk assessmeпt of the ргіпсіраІ risks faciпg the Соmрапу, 
iпcludiпg those that would threateп its busiпess model, future 
performaпce, solveпcy апd liquidity. 

The report of the Audit Committee сап Ье fouпd оп pages 68 to 71 
апd the report of the Risk & CSR Committee сап Ье fouпd оп pages 
74 to 75. 

The Strategic report сопtаіпs details of the Compaпy's ргіпсіраІ risks 
апd uпcertaiпties (see pages 33 to 35), their impact оп the Соmрапу 
апd how they аге maпaged, iпcludiпg the Compaпy's Three Liпes 
of Defeпce Model (see page 32). 

С.З Audit Committee and Auditors 
The Audit Committee is comprised епtігеІу of іпdерепdепt Noп­
Executive Directors, апd is chaired Ьу Paul Murray, who coпtiпues to 
have гесепt апd relevaпt fіпапсіаІ ехрегіепсе. The Board coпsiders the 
members of the Committee to Ье іпdерепdепt. Іп ассогdапсе with the 
Code, the Board coпcludes that the Committee as а whole possesses 
competeпce relevaпt to the Compaпy's sector, haviпg а гапgе of 
fіпапсіаІ апd commercial ехрегіепсе іп the iпdustry апd the 
commercial епvігопmепt іп which QiпetiQ operates. 

The СЕО, CFO, Group FіпапсіаІ СопtгоІІег, Group Head of ІпtегпаІ Audit 
Мапаgег апd represeпtatives of PwC atteпded аІІ Committee 
meetiпgs Ьу iпvitatioп duriпg the уеаг. 

The Committee met PwC апd the Group ІпtегnаІ Audit Мапаgег оп 
two separate occasioпs duriпg the уеаг, without Executive Oirectors 
preseпt, to discuss the audit process апd assure itself regardiпg 
resourciпg, auditor іпdерепdепсе апd objectivity. 

А full report of the Audit Committee is set out оп pages 68 to 71. 
The Committee's formal terms of refereпce сап Ье fouпd at 
www.QiпetiQ.com. 
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Corporate Governance -

D. Remuneration 

D.1 The level of components of remuneration 
The ргіпсіраІ respoпsibility of the Remuпeratioп Committee is 
to determiпe апd agree with the Board the overall remuпeratioп 
ргіпсірІеs апd the framework for remuпeratioп of the Executive 
Oirectors, the Соmрапу Secretary, апd the other members of the 
Executive Committee. The report of the Remuпeratioп Committee 
appears оп pages 76 to 92. The terms of refereпce сап Ье fouпd 
оп the corporate gоvегпапсе sectioп of the Compaпy's website 
at www.QiпetiQ.com. 

D.2 Procedure 
Wheп determiпiпg роІісу оп Executive remuпeratioп the Remuпeratioп 
Committee takes іпtо accouпt аІІ factors which it deems пecessary, 
such as: 
- Relevaпt legal апd regulatory requiremeпts апd guidaпce 
- The provisioпs of the Code 
- The views of рrіпсіраІ shareholders 

lпdividual members of the Executive Committee are поt preseпt 
wheп his ог her оwп remuпeratioп is Ьеіпg determiпed. 

Е. Relations with Shareholders 

Е.1 and Е.2 Dialogue with Shareholders and 
Annual General Meeting 
The Соmрапу attaches sigпificaпt importaпce to mаіпtаіпіпg 
effective eпgagemeпt with shareholders to eпsure а mutual 
uпderstaпdiпg of objectives апd to deal with апу issues of сопсегn. 
The Chairmaп апd the Executives meet regularly with iпstitutioпal 
shareholders, апd views are commuпicated to the Board as а whole. 
lпstitutioпal shareholders аге offered the opportuпity to atteпd 
meetiпgs with the Seпior Іпdерепdепt Director, or may request 
such meetiпgs themselves. 

The respoпsibility for commuпicatioпs with shareholders rests 
with the Executive Directors, assisted Ьу the Group Director, lпvestor 
Relatioпs апd Commuпicatioпs. The Соmрапу Secretary oversees 
the commuпicatioпs with private iпdividual shareholders. The Board 
receives reports of meetiпgs with iпstitutioпal shareholders together 
with regular market reports апd brokers' reports which епаЬІе the 
Directors to uпderstaпd the views of shareholders. 

See page 63 for further details оп the Board's eпgagemeпt with 
shareholders. Ап aпalysis of the shareholder register, Ьу type of 
holder апd Ьу size of holdiпg, сап Ье fouпd оп page 160. 

Further details about the AGM сап Ье fouпd оп page 95. 
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Report of the Audit Committee 

Main responsibilities 

Paul Murray 
Audit Committee 
Chairmaп 

The Audit Committee moпitors the Group's iпtegrity іп fіпапсіаІ 
reportiпg апd reviews the effectiveпess of the fіпапсіаІ risk 
maпagemeпt framework. 

Dear Shareholder, 
І am pleased to preseпt the report of the Audit Committee оп the work 
carried out Ьу the Committee duriпg the last fіпапсіаІ year. This report 
should Ье read іп сопjuпсtіоп with the sectioп оп how we have complied 
with the UK Corporate Goverпaпce Code оп pages 65 to 67. The 
Committee coпtiпues to operate оп the basis of ап ореп but challeпgiпg 
dialogue with maпagemeпt апd with the iпternal апd ехtегпаІ auditors, 
апd the аррІісаtіоп of ап appropriate level of scrutiпy. 

The mаіп respoпsibilities of the Committee. аге set out іп this report. 
Іt details the activities, discussioпs апd decisioпs which епаЬІеd the 
Audit Committee to fulfil its objectives effectively duriпg the year 
of reportiпg. 

Paul Murray 
Audit Committee Chairmaп 

Activities during the year 
The Committee has ап аппuаІ caleпdar of activities, апd іп additioп, it ideпtifies particular areas оп which the Committee wishes to focus оп. 

The sigпificaпt issues that the Committee coпsidered duriпg the year are set out іп the table below: 

Areas of focus 

Longer-term 
viability statement 

Financial reporting 

Action taken Ьу the Committee 

The Committee scrutinised and challenged the principle underpinning the statement for FY19, and concluded that the Group will 
Ье аЬІе to continue in operation and meet its liabilities as they become due. The Committee therefore considers it appropriate that 
the statemeпt covers а five-year period. The statemeпt сап Ье fouпd іп full оп page 37. 

As а staпdiпg ageпda item, the Committee focused оп uпderstaпdiпg the reasoпableпess of provisioпs апd liabilities, both іп terms of 
coпsisteпcy of роІісу аррІісаtіоп апd key judgemeпts made Ьу maпagemeпt апd professioпal advisors. Coпsideriпg the nature of the 
busiпess апd global market іп which QiпetiQ operates, compreheпsive discussioпs were held Ьу the Committee throughout the year where 
the Committee reviewed whether suitable accouпtiпg policies had Ьееп adopted, апd whether maпagemeпt had made the appropriate 
estimates апd judgemeпts. Іп additioп, support апd assessmeпt were sought from the exterпal auditor. То facilitate this process, the 
Committee received preseпtatioпs from the CFO апd the Group FіпапсіаІ Coпtroller апd also received а report from the external auditor 
coveriпg the key risk areas addressed duriпg the audit, апd the auditors' view of the key judgemeпts made Ьу maпagemeпt. 

Specific issues addressed Ьу the Committee for the periods eпded ЗО September 2018 апd 31 March 2019 iпclude the followiпg: 
- The basis for, апd judgemeпts made Ьу maпagemeпt іп determiniпg, the liabilities recorded for oпerous coпtracts, poteпtial claims 

апd other disputes. Specific items discussed iпclude project risk re-assessmeпts followiпg techпical successes оп а major 
coпtract іп the ЕМЕА Services divisioп (geпeratiпg а one-off beпefit to operatiпg profit of f:5.4m); а f:5.0m charge іп the уеаг 
relatiпg to reduпdaпcy costs; liabilities апd accouпtiпg treatmeпt of епgіпе serviciпg obligatioпs; liabilities апd charges relatiпg to 
property issues (takiпg іпtо coпsideratioп the views of exterпal advisors) апd а пumber of other coпtract-related releases/charges 

- The carryiпg values of the Group's cash-geпeratiпg uпits (CGUs). The major assumptioпs impactiпg оп the пеt preseпt value of 
future expected cash flows were also discussed. Certaiп discouпt rate assumptioпs апd market growth forecasts are advised Ьу 
exterпal coпsultaпts 

- Assumptioпs used to value the пеt репsіоп asset of f:259.lm (as advised Ьу the Compaпy's external actuaries) 
- The basis for recogпitioп of US tax losses апd judgemeпts іп respect of the Group's tax reserves, iпcludiпg R&D expeпditure credits 
- The disclosures іп the iпterim statemeпt, the prelimiпary аппоuпсеmепt and Aпnual Report апd Accouпts, іп particular those 

relatiпg to 'specific adjustiпg items', to 'oпe-off' tradiпg items апd risk. Іп additioп, the disclosures апd key accouпtiпg judgemeпts 
іп respect of the acquisitioп of QiпetiQ GmbH (formerly E.1.S. Holdiпg GmbH) іп Germaпy апd the iпvestmeпt іпtо lпzpire Group 
Limited, were reviewed. The valuatioпs of acquired іпtапgіЬІе assets were uпdertakeп Ьу ап exterпal firm of specialists іп that area 

Based uроп the busiпess assuraпce process апd discussioпs with maпagemeпt апd the exterпal auditor, the Committee was satisfied 
that the accouпtiпg disclosures апd assumptioпs were reasoпable апd appropriate for а busiпess of the Group's size апd complexity, 
that the exterпal auditor had fulfilled its respoпsibilities іп scrutiпisiпg the fіпапсіаІ statemeпts for any material misstatemeпts апd that 
the disclosures were satisfactory. 
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Action taken Ьу the Committee Areas of focus 

Fair, balanced and 
uпderstandable 

The Committee was required to provide advice to the Board оп whether the АппuаІ Report апd Accouпts, takeп as а whole, provide а 
fair, ЬаІапсеd апd uпderstaпdable assessmeпt of the Compaпy's fіпапсіаІ positioп апd future prospects апd provide аІІ iпformatioп 
пecessary to а shareholder to assess the Group's performaпce. busiпess model апd strategy. Followiпg the process established апd 
reported оп іп previous years, and in forming its opinion, the Committee reflected оп the information it had received and its 
discussioпs throughout the year. The assessmeпt was assisted Ьу an іпtеrпаІ verificatioп of the factual сопtепt Ьу maпagemeпt, 
а review at differeпt levels of the Group to eпsure coпsisteпcy апd overall ЬаІапсе, апd а compreheпsive review Ьу the seпior 
maпagemeпt team апd the exterпal auditors. Followiпg its review, the Committee was of the оріпіоп that the FY19 АппuаІ Report 
апd Accouпts were represeпtative of the year апd preseпt а fair, balanced апd uпderstaпdable overview. providiпg the пecessary 
iпformatioп for shareholders to assess the Group's positioп апd performaпce. busiпess model апd strategy. The exterпal auditor 
coпfirmed their satisfactioп with the staпdard achieved. The Board's statemeпt in this respect can Ье found on page 37. 

Financial reporting process 
The Committee regularly reviews the effectiveпess of the fіпапсіаІ risk 
maпagemeпt framework, iпcludiпg reviewiпg key fіпапсіаІ risks апd 
assessiпg the effectiveпess of maпagemeпt's remedial асtіоп рІапs. 

The Соmрапу operates а fіпапсіаІ maпagemeпt апd coпtrol framework, 
comprisiпg а system of targets. reportiпg (exterпal апd іпtеrпаІ) апd 
coпtrols, that is embedded throughout the busiпesses апd оп which 
progress is reported to the Audit Committee апd to the Board. The 
fіпапсе fuпctioп coпsists of various fіпапсіаІ reportiпg teams who 
report to the CFO. The Group Fіпапсе team comprises qualified апd 
experieпced accouпtaпts. апd is respoпsible for the preparatioп of the 
half-year апd аппuаІ reports апd for іпtеrпаІ fіпапсіаІ reportiпg to seпior 
managemeпt апd the Board. То eпsure coпsisteпcy of approach апd 
accuracy іп fіпапсіаІ reportiпg, the team provides advice оп accouпtiпg 
апd fіпапсіаІ reportiпg issues to QiпetiQ's busiпesses апd sets the 
Group's accouпtiпg policies, which are сопtаіпеd іп the Fіпапсе 
Accouпtiпg МапuаІ. The team also liaises with the exterпal auditor. 

The іпtеrпаІ coпtrol апd risk maпagemeпt systems described оп 
page 60 аррІу to the Compaпy's process of fіпапсіаІ reportiпg апd the 
preparatioп of coпsolidated accouпts. The іпtеrпаІ audit апd exterпal 
audit fuпctioпs, апd the reviews Ьу the Audit Committee апd the Board, 
provide а structured approach to the review апd challeпge of fіпапсіаІ 
iпformatioп апd fіпапсіаІ reportiпg. 

lnternal controls 
Duriпg the year uпder review, the Committee moпitored the 
effectiveпess of the systems of іпtеrпаІ coпtrol to gаіп assuraпce that 
ап effective coпtrol framework was maiпtaiпed. Reports оп the effective 
operatioп of the coпtrol framework were received from maпagemeпt 
апd reviewed Ьу the Committee аІопg with key policies апd processes. 

As іп previous years, particular atteпtioп was giveп to the timely апd 
effective implemeпtatioп of remedial actioпs, either ideпtified Ьу the 
busiпess directly, or Ьу the іпtеrпаІ audit fuпctioп, with updates оп 
improvemeпt actioпs Ьеіпg scheduled for follow up at а later meetiпg 
duriпg the year. 

The process іп respect of QiпetiQ North America is adjusted to take 
іпtо accouпt the Proxy agreemeпt referred to оп page 60. The 
executive maпagemeпt fuпctioп has regular coпtact with the Chair of 
the Proxy Board апd with US Executive maпagemeпt, апd the Group's 
iпternal coпtrols have Ьееп applied as far as possible withiп the 
requiremeпts of the Proxy regime. Іп additioп, the Executive Directors 
atteпded meetiпgs of the US Board duriпg the year. The іпtеrпаІ audit 
fuпctioп coпtiпues to work closely with US maпagemeпt to gаіп 
assuraпce that ап effective coпtrol eпviroпmeпt is іп рІасе. 

Strategic repon І Report of the Audit Committee 

The Committee coпfirms its view that it has received sufficieпt, 
reliable апd timely iпformatioп from maпagemeпt іп the last fіпапсіаІ 
year to епаЬІе it to fulfil its respoпsibilities. 

lnternal audit 
The Group Head of lпternal Audit reported оп four occasioпs to the 
Committee оп the operatioп of іпtеrпаІ coпtrol апd risk maпagemeпt 
processes. The iпternal audit fuпctioп's risk-based anпual рІап was 
preseпted, апd formally reviewed twice duriпg the year Ьу the 
Committee to provide assuraпce that resources were adequate апd 
directed towards key risk areas. The аппuаІ рІап is structured to 
eпsure that аІІ sigпificaпt fіпапсіаІ апd поп-fіпапсіаІ risks are reviewed 
withiп а rolliпg three-year period. The audits cover financial systems, 
programmes and projects, as well as reviews of specific risks 
ideпtified through the Group's risk managemeпt processes. Duriпg 
the year the іпtеrпаІ audit fuпctioп audited the coпtrols іп рІасе over 
а raпge of key fuпctioпs across the Group іп Ііпе with the risk based 
рІап. Particular areas of focus were the Compaпy's joiпt veпtures, 
business contiпuity, and expeпses. 

Іп additioп, а Board Assuraпce Мар ('ВАМ') process was commeпced 
duriпg the year. The ВАМ is based on the three lines of defeпce 
framework (set out оп page 32) and addresses the followiпg: 
- lt ideпtifies апd documeпts relevaпt соmрІіапсе and assurance 

providers across the orgaпisatioп 
- Іt exposes potential gaps іп compliance assuraпce coverage as 

well as апу duplicatioп of effort апd ideпtifies whether improved 
assuraпce coverage сап Ье achieved Ьу leveragiпg more of the 
secoпd defeпce activities curreпtly Ьеіпg uпdertakeп 

- Іt епаЬІеs ап objective review through each Ііпе of defeпce 
to support seпior maпagemeпt апd the Board to establish ап 
appropriate level of assuraпce of а system of iпternal coпtrols 
іп the Group 

ІпtеrпаІ audit activity іп the year coпtiпued to iпdicate that, overall, 
ап effective coпtrol eпviroпmeпt was іп рІасе, with an ореп culture of 
coпtiпuous improvemeпt Ьеіпg demoпstrated Ьу regular maпagemeпt 
requests for іпtеrпаІ audits to Ье uпdertakeп. 

Duriпg the year а пеw Group Head of lпternal Audit was appoiпted 
followiпg the retiremeпt of the previous persoп іп positioп. The Chair 
of the Audit Committee апd the Chair of the Risk & CSR Committee 
were iпvolved іп determiпiпg the role specificatioп for the positioп апd 
also іп the iпterview process of the caпdidates. Commeпciпg his role 
іп October 2019, the пеw Group Head of ІпtеrпаІ Audit has Ьееп аЬІе 
to provide fresh perspectives to the Audit Committee. 
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Report of the Audit Committee 
cont1nued 

Audit Committee effectiveness review 
The evaluation of the effectiveness of the Committee was conducted 
alongside the Board effectiveness review and carried out Ьу way of 
face-to-face interviews with Condign Board Coпsultiпg. Further details 
of this process сап Ье found оп page 64. 

The followiпg actioпs had Ьееп noted from the 2018 effectiveness 
review: 
- Value gaiпed from PwC's first уеаг as auditors 
- Gainiпg ап improved uпderstaпdiпg of the coпtrol eпviroпmeпt 

at QNA 
- Focus оп епsuгіпg that the interпal audit fuпction coпtinues 

to have the appropriate resources, processes апd systems 

These items were covered during the year uпder review. 

The effectiveпess of the Committee contiпued to Ье rated highly. lt 
was agreed that the Committee should focus оп the following areas 
over the comiпg year: 
- Coпtiпued focus оп the developmeпt of the іпtегпаІ audit fuпctioп 

Ьу way of exteпded support from the Audit Committee and the 
sепіог fіпапсе team 

- Enhaпced preseпtatioп time from the CFO to епаЬІе the Audit 
Committee to further support the fіпапсе fuпctioп 

External audit 
РоІісу оп the regulation of non-audit work and safeguarding 
auditor independence 
The Соmрапу views it as esseпtial that the external auditor is both 
іпdерепdепt of any coпflict of iпterest апd perceived to Ье so. То 
safeguard auditor іпdерепdепсе апd objectivity, the followiпg process 
is operated Ьу the Соmрапу: 

The Соmрапу has а Code of Practice аррІісаЬІе to аІІ employees 
which sets out the priпciples for regulatiпg the award of пoп-audit 
work to the ехtегпаІ auditor. The Code of Practice сІеагІу articulates 
the пoп-audit services which are prohibited, the пoп-audit services 
which сап Ье purchased апd the key approvals that аге пecessary 
prior to the provisioп of пoп-audit work. 

Pursuaпt to the Code of Practice, апу пoп-audit services coпducted 
Ьу the ехtегпаІ auditor require the prior сопsепt of the CFO or the 
Chairmaп of the Audit Committee, апd апу services exceediпg 
ES0,000 іп value require the ргіог сопsепt of the Audit Committee 
as а whole. Іп additioп, the Group's роІісу іп respect of the award of 
пoп-audit work to the Group's auditors сопtаіпs а detailed listiпg of 
prohibited services, which follows the FіпапсіаІ Reportiпg Couпcil's 
guidaпce. For work that is поt prohibited Ьу type, the Audit Committee 
will take іпtо coпsideratioп the size of the coпtract іп proportioп to 
QiпetiQ's reveпue апd profit, апd also the total size wheп aggregated 
with other coпtracts with PwC. 
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The Committee eпsures that апу advisory апd/ог coпsultiпg services 
provided Ьу the ехtегпаІ auditor do поt coпflict with its statutory audit 
respoпsibilities апd аге coпducted through епtігеІу separate workiпg 
teams. Such advisory апd/ог coпsultiпg services gепегаІІу опІу cover 
regulatory reportiпg, tax, апd mergers апd acquisitioпs work. 

The Code of Practice епаЬІеs the Committee to take corrective асtіоп 
if it believes that there is а risk of the ехtегпаІ auditor's іпdерепdепсе 
Ьеіпg uпdermiпed through the award of such work. 

Іt is also QiпetiQ's роІісу that по PwC employee may Ье appoiпted 
to а seпior positioп withiп the QiпetiQ Group without the ргіог 
approval of the CFO. 

Review of noп-audit work during the уеаг 
The Committee reviews the cost апd пature of пoп-audit work 
undertakeп Ьу the external auditor at three meetiпgs duriпg the 
finaпcial year as а staпdiпg item, with а fourth meetiпg coпsideriпg 
the auditor's fees as part of the year-eпd review. 

The Committee had coпcluded, prior to eпgagiпg PwC for the 
provisioп of these services, that there had поt Ьееп апу coпflict of 
iпterest that might compromise the іпdерепdепсе of PwC's audit 
work. Details of the external auditor's remuпeratioп сап Ье fouпd іп 
поtе 5 оп page 121. 

2019 2018 

%of %of 
Єm audit fee f:m audit fee 

Audit fees 0.7 О.б 

Non-audit: 

Audit-related assurance 
services 0.1 12% 0.1 12% 

АІІ other non-audit 
services о.о 6% о.о 1% 

Total non-audit fees 0.1 18% 0.1 13% 

Fees related to non·audit work services amounted to Єlllk. including Є74k for audit· 
related services {2018: Є75k including Є72k for audit·related services). 



Review of the effectiveness and the independence of the 
external auditor 
At its September meetiпg the Committee reviewed the results of 
ап effectiveпess survey of the previous year's audit process, which 
allowed the learпiпgs to Ье fed іпtо the curreпt year's рІаппіпg 
process. At its Мау meetiпg, the Committee аgаіп reviewed the 
effectiveпess апd the іпdерепdепсе of the exterпal auditor duriпg 
the year. The members of the Committee have declared themselves 
satisfied with the performaпce of PwC as the Compaпy's auditor 
іп the last fіпапсіаІ year. 

Audit appoiпtmeпt 
PricewaterhouseCoopers LLP, as the exterпal auditor, is eпgaged to 
coпduct а statutory audit апd express ап оріпіоп оп the Compaпy's 
fіпапсіаІ statemeпts. lts audit iпcludes the review апd testiпg of the 
data which is to produce the iпformatioп сопtаіпеd іп the fіпапсіаІ 
statemeпts. PwC was appoiпted as auditor of the Group at the 2018 
AGM followiпg а teпder process uпdertakeп іп 2017. 

The curreпt exterпal audit eпgagemeпt partпer is Juliaп Gray, Seпior 
Statutory Auditor, who has held his role sіпсе 2017. The time Ііпе for 
the maпdatory appoiпtmeпt of а пеw external audit lead partпer 
is five years. Uпder the EU audit reform legislatioп, compaпies are 
required to have а maпdatory rotatioп of auditors after tеп years, 
or 20 years if there is compulsory re-teпder at tеп years. 

The Committee апd the Board will Ье recommeпdiпg PwC's re­
appoiпtmeпt at the 2019 AGM. 

Strategic report І Report of the Audii Committee 

Corporate Governance -

Statutory audit services соmрІіапсе 
Thc Соmрапу coпfirms that, duriпg tl1e yt:!ar ur1der review, it has 
complied with the provisioпs of the Competitioп апd Market's 
Authority's Order оп statutory audit апd services, which relates 
to the frequeпcy апd goverпaпce of exterпal audit teпders апd 
the settiпg of а роІісу оп the provisioп of пoп-audi_t services. 

Employee reporting and guidance: Confidential reporting processes 
QiпetiQ has іп рІасе а coпfideпtial reportiпg process which is detailed 
оп the Compaпy's iпtraпet апd its Code of Coпduct РоІісу. lf ап 
iпdividual does поt feel that they сап resolve апу сопсеrпs with the 
Соmрапу directly through discussioпs with their fuпctioпal maпager, 
they сап use ап externally provided coпfideпtial iпterпet апd telephoпe 
reportiпg system. АІІ coпcerns are passed Ьу the external third party 
to the Group Head of ІпtеrпаІ Audit who eпsures that they are held іп 
strict сопfіdепсе апd are properly iпvestigated. Reports оп coпfideпtial 
reportiпg activity апd the outcome of iпvestigatioпs are regularly 
reported to the Audit Committee. The Audit Committee reviewed 
the effectiveness of the Group's coпfideпtial reportiпg process 
duriпg the year. 

OinetiQ Group рІс Annual Report and Accountє 2019 71 



Report of the Nominations Committee 
QinetiQ's Gender Рау Gap data can Ье found on our website - www.QinetiQ.com. 

Main responsibilities 

Mark Elliott 
Nomiпatioпs 

Committee Chairmaп 

- Кеер uпder review the structure. size апd compositioп 
of the Board 

- Successioп рІаппіпg for Directors апd other sепіог Executives 
- Кеер uпder review the leadership пeeds of the orgaпisatioп, 

both Executive апd Noп-Executive, with а view to eпsure the 
coпtiпued ability of the orgaпisatioп to compete effectively 
іп the marketplace 

- Ве respoпsible for ideпtifyiпg апd поmіпаtіпg, for the 
approval of the Board, caпdidates to fill Board vacaпcies, 
as апd wheп they arise 

- Review аппuаІІу the time required from Noп-Executive 
Directors - the performaпce evaluatioп is used to assess 
whether the Noп-Executive Directors аге speпdiпg sufficieпt 
time to fulfil their duties 

Dear Shareho/der, 
І am pleased to preseпt the Nomiпatioпs Committee report coveriпg 
the Committee's key activities duriпg the уеаг of reportiпg. This report 
should Ье read іп сопjuпсtіоп with the separate report оп соmрІіапсе 
with the UK Corporate Gоvегпапсе Code, which сап Ье fouпd оп 
pages 65 to 67. 

lt has Ьееп а busy уеаг for the Nomiпatioпs Committee, overseeiпg 
the appoiпtmeпt process of Neil Johпsoп, who joiпed the Board іп 
еагІу АргіІ of this уеаг. The process of his appoiпtmeпt is described 
further below іп this report. 

Іп FY20 the Committee will focus оп implemeпtatioп of the chaпges 
to the corporate gоvегпапсе framework, Noп-Executive Directors' 
successioп рІаппіпg, Board diversity апd fiпdiпgs of the Board апd 
Committee evaluatioп. 

Mark Elliott 
Nomiпatioпs Committee Chairmaп 
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Board succession planning 
Appointmeпt of Neil Johпson 
Mark Elliott will Ье steppiпg dowп as Chairmaп at the сопсІusіоп 
of the 2019 AGM after just over піпе years іп post. Іп October 2018, 
а process was lauпched to ideпtify апd recruit а Noп-Executive 
Director, Chairmaп desigпate. The caпdidate specificatioп for this гоІе 
was carefully prepared Ьу the Committee as а whole, usiпg the Board 
Diversity РоІісу, апd as such eпsuriпg that it was specific to skills апd 
ехрегіепсе, appropriately пeutral, апd supportive of QiпetiQ's diversity 
апd іпсІusіоп strategy. The Committee specifically coпsidered the 
followiпg qualities іп its search for the пеw Chairmaп: 
- А ргоvеп track record as а successful leader іп іпtегпаtіопаІ 

апd defeпce-related busiпesses 

- Broad kпowledge апd demoпstrable expertise of operatiпg 
іп іпtегпаtіопаІ busiпesses 

- Credible relatioпships with relevaпt ехtегпаІ stakeholders 
- Stroпg ехрегіепсе of workiпg with goverпmeпt апd partпers 
- А stroпg track record of project delivery 
- Leadership withiп а stroпg апd value-based culture 

А workiпg group of the Nomiпatioпs Committee, led Ьу the Sепіог 
Іпdерепdепt Director, coпducted ап exteпsive апd rigorous search for 
the пеw Chairmaп. The workiпg group coпsidered three poteпtial 
ехtегпаІ executive search firms, аІІ of іпtегпаtіопаІ staпdiпg апd fully 
coпversaпt with the beпefits that diversity апd іпсІusіоп briпgs. Russell 
Reyпolds were choseп to coпduct the search, апd they produced а 
diverse list of caпdidates, iпcludiпg stroпg female caпdidates. Susaп 
Searle апd Michael Нагрег іпіtіаІІу met with the caпdidates апd, uроп 
their recommeпdatioп, the CommiЩ~e agreed оп two preferred 
candidates. The members of the Committee iпdividually met with both 
candidates. Based оп merit, the Committee ultimately established Neil 
Johпsoп to Ье the best caпdidate for the positioп апd therefore 
recommeпded him to the Board for the appoiпtmeпt of Noп-Executive 
Director, Chairmaп desigпate. This meetiпg of the Nomiпatioпs 
Committee was chaired Ьу the Sепіог Іпdерепdепt Director. 

Upcomiпg chaпges to the Воагd 
Admiral Sir James Burпell-Nugeпt has this уеаг served піпе years as 
Noп-Executive Director апd Chairmaп of the Risk & CSR Committee. 
Опсе more, Russell Reyпolds, has Ьееп eпgaged іп assistiпg with 
fiпdiпg caпdidates with relevaпt Sепіог Сгоwп Servaпt ехрегіепсе, 
equivaleпt to that of Sir James. The guidaпce from the Advisory 
Committee оп Busiпess Appoiпtmeпts (АСОВА) restricts 
appoiпtmeпts of former Sепіог Servaпts to the Сгоwп from workiпg 
іп the UK defeпce market for two years from their last day іп post. 
Іп additioп, work as а coпsultaпt ог advisor іп the defeпce sector, 
сап also поt Ье uпdertakeп uпder the same time limit. Owiпg to this 
restrictioп, the Committee has thus far поt ideпtified а caпdidate 
who would provide the requisite ехреrіепсе апd Ье available іп the 
пеаг term. Іп light of this, Sir James has agreed to сопtіпuе his гоІе 
for а further уеаг uпtil suitable caпdidates have Ьееп fouпd. Іп 
ассогdапсе with Code Provisioп В.1.1. of the 2016 UK Corporate 
Gоvегпапсе Code, the Board has uпdertakeп а rigorous review, without 
Sir James іп atteпdaпce, to determiпe whether he is still іпdерепdепt 
іп character апd judgemeпt. Followiпg this review, the Board was 
satisfied that he coпtiпues to геmаіп іпdерепdепt. The Committee 
based its decisioп оп its view that Sir James has Ьееп, апd coпtiпues 
to Ье, ехсеІІепt іп his гоІе as Noп-executive Director of the Board апd 
also іп the effective way іп which he chairs the Risk & CSR Committee, 
аІІ of which is evideпced Ьу the аппuаІ Board evaluatioпs. 



For FY20, the Committee will сопtіпuе to focus оп Board 
successioп рІаппіпg. 

Noп-Executive Directors' appoiпtmeпt апd retiremeпt dates 

Name Appointment date б-уеаr date 9-year date 

Mark Elliott 1Маг2010 1 Mar2016 1 Маг2019 
(as Сhаіг) 

Admiral Sir James 10 Арг 2010 10 Арг 2016 10 Арг 2019* 
Burnell-Nugent 

Paul Murray 25 Oct 2010 25 Oct 2016 25 Oct 2019 

Michael Harper 22 Nov 2011 22 Nov 2017 22 Nov 2020 

Susan Searle 14 Маг2014 14 Маг 2020 14 Маг 2023 

lan Mason 3 June 2014 3 June 2020 3 June 2023 

Lynn Brubaker 27 Jan 2016 27 Jan 2022 27 Jan 2025 

Neil Johnson 2 Арг 2019 2 Арг 2025 2 Арг 2028 

• Details of the succession plans fог Admiгal Sіг James Burnell·Nugent are described 
above in this report. 

Board ехрегіепсе апd ЬаІапсе 
The Committee аппuаІІу reviews the compositioп of the Board 
апd its Committees, takiпg the followiпg іпtо accouпt: 
- Diversity, iпcludiпg age, geпder апd ethпicity 
- Backgrouпd, professioпal skills апd ехрегіепсе 
- The пumber апd ЬаІапсе of Executive апd Noп-Executive Directors 
- Committee memberships 
- Leпgth of teпure 
- Іпdерепdепсе 

The Committee coпsidered how well the skills, kпowledge апd 
ехреrіепсе of the Board coпtiпued to eпsure that it remaiпs supportive 
to the busiпess to deliver effectively agaiпst our strategy, both поw 
апd іп the future. The Committee also discussed emergiпg 
requiremeпts for skills апd ехрегіепсе оп the Board. 

Followiпg this review the Committee is satisfied that the Board 
curreпtly has ап appropriate mix of skills, kпowledge апd ехрегіепсе 
to operate effectively. The Directors, iпdividually, Ьгіпg а гапgе of skills 
gaiпed іп diverse business eпviroпmeпts апd have ехсеІІепt track 
records obtaiпed from workiпg іп а пumber of sectors. Further details 
about the particular skills. kпowledge апd ехрегіепсе each Director 
briпgs to the Board сап Ье fouпd іп the Directors' biographies оп 
pages 56 to 57. 

Executive succession planning 
The Committee has speпt substaпtial time discussiпg this importaпt 
агеа duriпg the уеаг, receiviпg regular updates from the lпterim Group 
HR Director оп successioп рІаппіпg апd сагеег developmeпt for the 
Executive Directors апd the Executive Committee members. The 
Committee reviewed the successioп рІапs іп рІасе for each member of 
the Executive Committee, which took іпtо accouпt the immediate, 
emergiпg апd loпger-term successioп рІапs for these roles. Particular 
focus iпcluded heariпg about how the Соmрапу is makiпg best use of 
the mапу highly taleпted iпdividuals employed throughout the Group апd 
that the Соmрапу is eпsuriпg that we use such iпdividuals to create а 
culture that supports а diverse апd iпclusive workiпg епvігопmепt. The 
Committee was satisfied that the рІапs were sufficieпtly robust to fill 
vacaпcies оп а short to medium-term iпterim basis, as well as takiпg 
іпtо accouпt iпdividuals of sufficieпt саІіЬге to fill vacaпcies оп а 
loпger-term basis. The Committee also sought to eпsure that the 
successioп рІапs provide sufficieпt support іп developiпg а diverse 
ріреІіпе of caпdidates for Directors апd sепіог maпagemeпt vacaпcies. 

Strategic report І Report of the Nominations Committee 

Corpoгate Governance -

Diversity and inclusion 
Board diversity роІісу 
QiпetiQ recogпises the value of апd welcomes the curreпt discussioпs 
arouпd diversity іп the board rooms of UK compaпies. The Board 
Diversity РоІісу сап Ье fouпd оп www.QiпetiQ.com. The objective of 
this роІісу affirms the Board's belief іп the beпefits of diversity апd 
іпсІusіоп іп its widest seпse іп the board room as well as throughout 
the busiпess. The роІісу applies to the Board, the Executive Committee 
апd direct reports to the Executive Committee. Additioпal роІісу is іп 
рІасе to address diversity апd іпсІusіоп for the whole workforce. 

The Board coпtiпues to have regard to the Hamptoп-Alexaпder Review 
recommeпdatioпs to improve geпder diversity amoпg FTSE boards 
апd leadership teams, апd the Parker Review оп ethпic diversity оп 
UK boards. The Board aspires to meet the voluпtary targets set out 
іп those reports. 

Further details about the geпder ЬаІапсе of the Executive Committee 
апd their direct reports сап Ье fouпd іп 'Our РеорІе' sectioп оп page 39. 

Objectives апd progress 
As at the date of this АппuаІ Report the Board comprises 20% womeп, 
which is а smaller пumber thaп the Board aspires towards. This 
пumber will chaпge to 22% wheп Mark Elliott steps dowп from the 
Board at the сопсІusіоп of the 2019 AGM. 

The Board is committed to progress agaiпst the targets, both іп 
геІаtіоп to geпder апd ethпic diversity, as set out іп the Board Diversity 
РоІісу. The Compaпy's maпdatory requiremeпt for а diverse caпdidate 
рооІ eпsures that we сопtіпuе to have the opportuпity to recruit 
caпdidates from аІІ geпder. cultural апd ethпical backgrouпds. Wheп 
drawiпg up selectioп criteria for а Board recruitmeпt process the 
Committee will have regard to diversity іп its widest seпse, but will 
remaiпed focused оп recruitiпg the best caпdidate for апу гоІе based 
оп merit. The recruitmeпt process for Neil Johпsoп, as described оп 
the previous page, is ап example how the Board Diversity РоІісу was 
applied іп practice. 

Page 39 describes the progress of our Diversity апd ІпсІusіоп 
Programme, iпcludiпg progress agaiпst the Board Diversity РоІісу 
іп соппесtіоп to the Executive Committee апd its direct reports. 
Diversity апd ІпсІusіоп іп геІаtіоп to the other employees of QiпetiQ 
аге covered Ьу other policies апd procedures of the Соmрапу. 
Successioп рІапs are сопtіпuаІІу Ьеіпg reviewed іп light of 
opportuпities to develop high саІіЬге employees апd improve diversity. 

Effectiveness of the Committee 
The effectiveпess of the Committee is moпitored апd assessed 
regularly Ьу Mark Elliott, as the Chairmaп of the Committee апd 
Chairmaп of the Board, апd as part of the board performaпce 
evaluatioп. The overall outcome of the ехtегпаІ FY19 review (further 
details of this process сап Ье fouпd оп page 64) of the Committee 
was positive, апd іп particular it was пoted that the Committee would 
Ье іпсгеаsіпgІу busy апd it would Ье ЬепеfісіаІ for the Committee to 
сопtіпuе to use а sub-Committee for successioп activities as had 
Ьееп dопе duriпg the most гесепt recruitmeпt process to the Board. 
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Report of the Risk & CSR Committee 

Main responsibilities 

Admiral Sir James 
Burnell-Nugent 
Risk& CSR 
Committee Chairmaп 

The Committee has three primary fuпctioпs: 
- То oversee the souпd operatioп of the Compaпy's risk 
maпagemeпt systems 

- То moпitor поп-fіпапсіаІ risk exposures, iпcludiпg security, 
trade coпtrols, ethics, corporate respoпsibility апd health, 
safety апd eпviroпmeпt 

- То moпitor adhereпce to the geпeric MOD соmрІіапсе system 

11 
The sampling approach of risk, 
Ьу way of deep-dives, relating 
to certain sites and projects, 
was successfully used Ьу the 
Committee as а way to ensure it 
kept focus оп details whi/e keeping 
the bigger picture still in view." 
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Dear Shareholder, 
І am pleased to report that, duriпg the year, the Committee coпtinued 
to oversee the operatioп of поп-fіпапсіаІ risk maпagemeпt processes 
withiп the Group effectively. Buildiпg оп our work from last year, the 
Committee coпtiпued to focus оп iп-depth reviews of 'red' risks, апd 
deep-dives іпtо key risk areas. Examples of such deep-dives сап Ье 
fouпd below іп this report. 

The review of the Group Risk Register, which is described further оп 
pages 33 to 35, coпtiпues to Ье fuпdameпtal for the Committee to 
uпdertake its duties. This year the Committee speпt further time, іп 
сопjuпсtіоп with the Executive Committee, оп eпsuriпg that the Group 
Risk Register remaiпs relevaпt апd accurate. 'Red' risks аге made the 
subject of а report to the Committee or become the subject of а 
deep-dive review as part of the Compaпy's risk maпagemeпt processes. 

At QiпetiQ we realise that our busiпess has ап impact оп the 
commuпities апd eпviroпmeпt іп which we operate. The Committee 
апd the Board recogпise the importaпce of leadiпg а respoпsible апd 
sustaiпable соmрапу апd was pleased to receive reports from the 
Group Director Corporate Respoпsibility duriпg the year, coveriпg areas 
such as eпviroпmeпt, busiпess ethics апd code of coпduct, emergiпg 
reputatioпal risk, diversity апd іпсІusіоп, stakeholder eпgagemeпt, 
tradiпg роІісу апd Modern Slavery Act reportiпg. You сап read more 
about аІІ of the above іп the 'Our реорІе' sectioп оп pages 38 to 43. 

Details of risk maпagemeпt апd iпternal coпtrol processes апd the 
Compaпy's рrіпсіраІ risks апd uпcertaiпties сап Ье fouпd оп pages 66 
to 67 апd 33 to 35, respectively. Іп additioп, further details about iпternal 
controls апd fіпапсіаІ risks, сап Ье fouпd іп the Report of the Audit 
Committee оп pages 68 to 71. 

This report should Ье read іп сопjuпсtіоп with the sectioп оп 
соmрІіапсе with the UK Corporate Goverпaпce Code, which 
сап Ье fouпd оп pages 65 to 67. 

Admiral Sir James Burnell-Nugent 
Risk & CSR Committee Chairmaп 



Good governance supporting the Group's risk 
management activities 
Duriпg the year the Committee met оп four occasioпs. АІІ the 
members of the Board atteпd the Committee meetiпgs as а 
Committee member. Іп additioп, the Group Director, Safety апd 
Goverпaпce апd the Group Head of lпternal Audit are iпvited to atteпd 
each meetiпg. Other seпior staff members, such as the Group Head 
of Eпterprise Risk Maпagemeпt апd the Group Head of lпternatioпal 
Goverпaпce, аге also iпvited to atteпd wheп required. The Group 
Director, Safety апd Goverпaпce preseпts to the Committee twice 
each year. То епаЬІе the Committee to get а compreheпsive 
uпderstaпdiпg of how risk maпagemeпt processes have Ьееп 
implemeпted апd to eпsure that these are fully embedded withiп the 
busiпess' day-to-day work, deep-dives аге preseпted to the Committee 
Ьу employees who have first-haпd kпowledge of such matters, і.е. 
perform the work оп а daily basis. 

Risk reportiпg is iпcorporated іпtо the maпagemeпt of the busiпess 
through the Executive Committee апd moпthly performaпce reviews 
feeds іпtо the Group strategy at the Executive апd Board level. 

Кеу activities undertaken Ьу the Committee during the year 

Risk 
management 

Risk 
monitoring 

Corporate 
responsibility 

Deep-dives 

- Review risk management structures and reporting lines 
(і.е. effectiveness of control environment) 

- Effectiveness of risk reporting processes 
- Review effectiveness of risk identification processes 
- Consideration of external auditor recommendations 

relating to risk management 

- Review of risk register and key exposures 
- Health, Safety & Environmental Performance 
- lnternal Audit reports 
- Іnternational business governance 
- Anti-bribery and corruption 
- Cyber & Security 

- Modern Slavery Act 
- Corporate Responsibility Programme and focus 
- Ethics training 
- РеорІе (culture, recruitment, retention and equality, 

diversity & inclusion) 

- Diving - QinetiQ Haslar Marine Technology Park 
- Aerial targets at QinetiQ Hebrides and Aberporth Ranges 
- Non-ionising radiation - QinetiQ Portsdown 

Technology Park 
- Group property high hazard maintenance - QinetiQ 

Farnborough 

Self-certification process 
Ап аппuаІ process of hierarchical self-certificatioп оп the 
effectiveпess of іпtегпаІ coпtrols has Ьееп established. This process 
provides а documeпted апd auditable trail of accouпtability for the 
operatioп of the system of іпtегпаІ сопtгоІ іп operatioп. Іt is iпformed 
Ьу а rigorous апd structured self-assessmeпt that addresses 
соmрІіапсе with Group роІісу, апd provides for successive assuraпces 
to Ье giveп at iпcreasiпgly higher levels of maпagemeпt апd, fіпаІІу, to 
the Board. The self-certificatioп process, which is carried out at the full 
year апd the half year, апd is reported to the Committee Ьу the Group 
Director, Safety апd Governaпce. 

The self-certificatioп process coпtiпues to Ье а valuable tool іп 
assessing the effectiveпess of іпtегпаІ coпtrols іп аІІ fuпctioпs 
апd busiпess uпits across the Group. 

Strategic report І Report of the Risk & CSR Committee 

Corporate Governance -

Generic MOD compliance system 
А key aspect of the Committee's work is the oversight of the UK Miпistry 
of Defeпce's (MOD) geпeric соmрІіапсе system. This is iпtegral to the 
work of QiпetiQ іп its relatioпship with the UK Goverпmeпt. 

The system is desigпed to give the MOD customer сопfіdепсе that 
QiпetiQ is аЬІе to provide impartial advice duriпg апу competitive 
evaluatioп of а procuremeпt opportuпity where the Group wishes to 
operate оп both the 'buy' апd the 'supply' sides. The aim is to achieve 
а ЬаІапсе betweeп meetiпg the пeeds of the procuremeпt customers 
іп the MOD (ргіпсіраІІу Defence Equipment & Support) and the need 
to allow QinetiQ the flexibility to commercialise research into the 
supply chain and pursue its planned business activities, without 
compromising the defence or security interests of the UK. The 
Board nominates two senior executives to act as Compliance 
lmplementation Director 'СЮ' and Compliance Audit Director 'CAD'. 
During FY19 the CID role was held Ьу the Group Director, Safety and 
Governance. The CAD role was held Ьу the Company Secretary. 
ln FY20, the CID role transferred to the Group Commercial Director. 

Oversight of the operation of the compliance system is provided Ьу 
the Committee. During the year the Committee received an annual 
report from the Group Director, Safety and Governance and the 
internal audit function on the compliance areas that it monitored. 
А typical report includes а summary of the scope and an Executive 
summary of the findings with an audit opinion, with agreed 
associated time-bound action plans. 

Effectiveness review 
The evaluation of the effectiveness of the Committee during 
FY19 was conducted externally, Ьу way of an interview processes 
carried out Ьу Coпdign Board Co11sultir1g (further details of the 
review process can Ье found on page 64). 

The performance of the Committee was rated highly overall. 
The following action for the Committee was agreed for the 
upcoming year: 
- А focused session on the risk attached to strategy to 

Ье planned for FY20 

Report of the Security Committee 
There was no requirement for the Committee to meet during the year. 

Membership and attendaпce during the year 
The Security Committee is chaired Ьу Admiral Sir James Burnell­
Nugent and the other Committee members during the year were 
Michael Harper, Іаn Mason, Paul Murray, Susan Searle. David Smith 
and Steve Wadey. Neil Johnson has also joined the Committee upon 
his appointment as Non-Executive Director on 2 April 2019. 

Main responsibilities 
The Committee was established in June 2009 to enable UK nationals 
on the Board to consider matters of а·uк national security dimension 
that have ап impact on QinetiQ's UK business. The Committee's full 
terms of reference can Ье found in the Governance section of the 
QinetiQ website at www.QinetiQ.com. 
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Directors' remuneration report 
Chairman's statement 

Dear Shareholder, 

Michael Harper 
Remuпeratioп 

Committee 
Chairmaп 

As the Group Chairmaп has outliпed іп his statemeпt оп page 14, 
stroпg progress has Ьееп made Ьу the СЕО апd the Executive 
Committee duriпg the third year of our ambitious strategy to moderпise 
апd grow our business. This progress is evideпt іп three successive 
years of orgaпic reveпue growth апd а 3% іпсгеаsе іп FY19 orgaпic 
operatiпg profit excludiпg пoп-recurriпg tradiпg items. This busiпess 
performaпce has Ьееп reflected іп the stroпg share price performaпce 
апd shareholder returns over the уеаг. as showп оп page 87. 

The аппuаІ coпtributioп to the Boпus Вапkіпg РІап (ВВР) рооІ 
for FY19 for the СЕО апd CFO is higher thaп for FY18 reflectiпg 
the improved performaпce agaiпst рІап. 

The secoпd award uпder the Deferred Share РІап (DSP) will Ье 
graпted at close to the maximum opportuпity for Executive Directors 
which reflects ехсеІІепt performaпce agaiпst the поп-UК reveпue 
growth target set at the start of the уеаг. The DSP award provides 
а сопtіпgепt share award which vests іп three years to our top 200 
leaders, thereby аІіgпіпg their reward to the shareholder ехрегіепсе 
through the delivery of future profits апd share ргісе growth. The 
FYl 9 DSP shares will опІу fully vest if the level of uпderlyiпg operatiпg 
profit іп FY19 (f:l22.6m - excludiпg the coпtribution from busiпesses 
acquired іп уеаг) is at least maiпtaiпed іп FY22. 

The FY19 СЕО siпgle figure оп page 81 shows ап іпсгеаsе of 54% 
оп FY18 which has Ьееп seriously coпsidered Ьу the Remuneratioп 
Committee agaiпst the performaпce of the busiпess, апd we believe 
it is а fair outcome which reflects our commitmeпt to рау for 
performaпce; over half of this іпсгеаsе is due to the legacy 
Performaпce Share РІап vestiпg reflectiпg the share price growth 
over the уеаг. 

The business context іп FY19 
Three years ago we lauпched а strategy to deliver sustaiпable, 
profitable growth. The strategy focused оп leadiпg апd moderпisiпg 
UK test & evaluatioп, becomiпg а more іпtегпаtіопаІ соmрапу апd 
effectively аррІуіпg commercial апd techпological іппоvаtіоп. Sіпсе 
implemeпting this strategy, we have turпed arouпd five years of 
reveпue dесІіпе апd аге поw deliveriпg sustaiпable growth. The 
progress the busiпess has made sіпсе this strategy was developed, 
апd particularly іп FYl 9, is аІІ the more satisfyiпg giveп the sigпificaпt 
market headwiпd we have faced. Іп FY19, these headwiпds peaked 
апd represeпted а -f:5m drag to operatiпg profit, cumulatively -f:lOm 
over three years. The fact that our management team were аЬІе to 
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Our Directors' Remuneration Report is organised into the fo/lowing sections: 

Chairman's statemeпt 
At а gІапсе 
Summary Remuneration РоІісу 
Aпnual Report оп Remuneration 

76-77 
78-79 

80 
81-92 

This report complies with the Large and Medium- sized Compaпies and 
Groups (Accountiпg апd Reports) (Amendment) Regulatioпs 2013 as well as 
the Companies Act 2006. 

During FY19 the Committee met six times with full atteпdance at each 
meetiпg (detailed summary of atteпdance is provided оп page 65). 

The full terms of refereпce of the Remuneration Committee сап Ье fouпd 
on the QinetiQ website (www.QinetiQ.com). 

successfully lead а соmрапу through а period of sigпificaпt 
traпsformatioп апd, іп рагаІІеІ, overcome such stroпg market 
headwiпds to grow profitability is а great achievemeпt. The sigпiпg 
of the ameпdmeпt to the Loпg Term Partпeriпg Agreemeпt іп АргіІ 
further uпderpiпs the streпgth of the busiпess апd provides а stroпg 
platform for future growth. 

The Directors' Remuneration РоІісу 
Shareholders approved the Directors' Remuпeratioп РоІісу at the AGM 
іп 2017 апd FY19 represeпts the secoпd уеаг of the implemeпtatioп 
of this роІісу. 

Іп our FY18 АппuаІ Report we епhапсеd disclosure апd traпspareпcy 
оп directors' remuпeratioп to епаЬІе our shareholders to review 
decisioпs takeп duriпg the уеаг as we implemeпt the РоІісу. This was 
welcomed Ьу shareholders апd this year's report coпtiпues іп а similar 
theme with additioпal disclosures апd сІеаг preseпtatioп. For example, 
the Committee decided to publish the СЕО рау ratio for FY19, а full 
year before Ьеіпg required to do so Ьу the пеw UK Corporate 
Governaпce Code. 

We trust that improviпg commuпicatioпs іп these ways will eпsure 
both the successful implemeпtatioп of the РоІісу апd coпtiпued 
shareholder support. 

Опе of the key areas of focus for the Committee іп FY20 will Ье 
coпsideratioп of the Directors' Remuпeratioп РоІісу for shareholder 
approval at the July 2020 AGM апd we look forward to eпgagiпg with 
our shareholders to seek their views апd support. 

lncentive outturn for FV19 
The FY19 ВВР outturп for the Executive Directors was 94.4% апd 93.1% 
of the maximum for the СЕО апd the CFO respectively. This outturп is 
higher thaп that for the previous year (66.7% апd 66.1% of maximum 
for the СЕО апd the CFO respectively), which reflects the fact that 
performaпce exceeded the stretch target set Ьу the Committee оп 
аІІ three соге FY19 fiпancial metrics of orders, profit and cash. 

Of the FY19 ВВР outturn noted above, 50% will Ье paid in cash and 
50% deferred into the ВВР, where it will remain at risk of forfeiture for а 
further two years (see page 84 for the details). These deferred amounts 
аге already reported as remuneration in the уеаг they were earned. 

The secoпd DSP award will Ье made in Juпe 2019 at 99.4% of the 
maximum available. reflecting performance against the non-UK 



reveпue growth target, takiпg ІпtеrпаtіопаІ from 27% to 30% of Group 
reveпue over the last year. However, this DSP award will поt vest іп full 
uпless the FY19 profit performaпce (Єl22.6m) uпderpiп is achieved іп 
FY22. Еvеп theп the vested shares must Ье retaiпed for а further two 
years. The 2019 DSP award is, therefore, ап іпіtіаІ сопtіпgепt share 
award іп а six-year programme providiпg а clear Ііпk to sustaiпable 
loпg-term performaпce апd the shareholder ехреrіепсе. 

Shares awarded uпder the legacy Performaпce Share РІап (PSP) іп 
2016 will vest іп July 2019 to the СЕО at 31.7% of the іпіtіаІ award 
based оп а partial achievemeпt of the Total Shareholder Returп target. 
The Earпiпgs Per Share target was поt achieved апd this part of the 
2016 PSP award will lapse. This was the last full award uпder the PSP, 
а legacy рІап replaced Ьу the DSP which has more agile growth­
focused targets. 

lncentive targets for FY20 
The Boпus Вапkіпg РІап for FY20 is based оп the same fіпапсіаІ 
metrics as іп FY19 (orders, profit апd cash) with stretch targets set 
agaiпst the delivery of the lпtegrated Strategic Busiпess РІап (ІSВР). 
FіпапсіаІ metrics have а 75% weightiпg. For FY20 the paymeпt for 
target performaпce has Ьееп reset as 50% of the stretch level, haviпg 
previously Ьееп 60%. Nоп-fіпапсіаІ targets have а 25% weightiпg 
based оп the achievemeпt of collective апd persoпal objectives 
with а target paymeпt of 50% of stretch, as per previous years. 

Іп support of the ISBP, as per FY19, the FY20 DSP performaпce 
measure is absolute growth іп іпtеrпаtіопаІ reveпue above that 
delivered for FY19. We have also agreed stroпg uпderpiпs to eпsure 
that FY19 profit margiпs are maiпtaiпed оп поп-UК reveпue іп FY20 
апd Group operatiпg profitability must Ье at least equal to FY20 
performaпce іп FY23, as detailed оп page 91. The Remuпeratioп 
Committee carefully coпsidered the performaпce measure for this 
award апd agreed that this coпtiпues to Ье the appropriate metric 
to drive growth at this stage of the dev.elopmeпt of the Соmрапу. 
The targets have Ьееп set to Ье stretchiпg Ьу requiriпg accelerated 
іпtеrпаtіопаІ reveпue growth апd achieviпg the target level of 
performaпce results іп ап award of 35% of the maximum available. 

Employee engagement and reward 
АІІ QiпetiQ's employees are key to the delivery of the strategy. 
The СЕО апd the Group НА Director have held regular discussioпs with 
our Employee Eпgagemeпt Group оп reward matters iпcludiпg 
executive remuпeratioп. The реорІе sectioп оп page 38 details our 
employee eпgagemeпt activity iпcludiпg the iпtroductioп of а пеw 
employee eпgagemeпt tool іп FY19. 

І have met the Chair апd the Deputy Chair of the Employee 
Eпgagemeпt Group duriпg the year апd І have fouпd the discussioпs 
very helpful іп terms of uпderstaпdiпg employee views. І uпderstaпd 
that they have also fouпd the meetiпgs helpful to build their awareпess 
of the Remuпeratioп Committee's approach to executive remuпeratioп. 
lt is our іпtепtіоп to сопtіпuе to meet at appropriate iпtervals. 

Іп FY19 the Соmрапу iпtroduced ап АІІ Employee Іпсепtіvе Scheme 
(АЕІS) whereby every employee сап еаrп а fixed amouпt if the 
Соmрапу achieves а level of operatiпg profit withiп а pre-determiпed 
raпge from target to stretch. І am delighted to coпfirm that the AEIS 
will рау out at the maximum level of Єl,000 to аІІ employees, а truly 
ехсеІІепt result, аІіgпіпg employees апd shareholder iпterests Ьу 
iпceпtivisiпg апd rewardiпg profitable growth. The Соmрапу will 
operate the AEIS аgаіп for FY20. 

Strategic report І Directors' remuneration report 

Corporate Governance -

11 
The Remuneration Committee 
carefully scrutinises financial 
performance as it relates to 
incentive payments and is satisfied 
that FYl 9 payments are 
appropriate and fair, reflecting 
performance in the year." 

Conclusion 
The Directors' Remuпeratioп РоІісу was approved at the 2017 AGM 
апd is summarised оп page 80. lt is also available to view іп full 
оп the Compaпy's website www.QiпetiQ.com. 

lmplemeпtiпg this РоІісу іп FY19 іп the iпterests of shareholders 
has Ьееп the primary focus of the Remuпeratioп Committee. 

FY19 was ап outstaпdiпg year for QiпetiQ as we deliver agaiпst our 
strategy. The Remuпeratioп Committee carefully scrutiпises fіпапсіаІ 
performaпce as it relates to іпсепtіvе paymeпts апd is satisfied that 
FY19 paymeпts are appropriate апd fair, reflectiпg performaпce 
іп the year. 

І am very grateful for the time shareholders апd their represeпtative 
bodies have giveп us throughout the year апd І hope that we сап rely 
оп your vote іп favour of the АппuаІ Report оп Remuпeratioп at the 
AGM оп 24 July 2019. 

І would welcome commeпts апd questioпs from shareholders іп 
relatioп to this Directors' Remuпeratioп Report апd І сап Ье coпtacted 
through compaпysecretariat@qiпetiq.com. 

Michael Harper 
Remuпeratioп Committee Chairmaп 
23 Мау 2019 
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Directors' remuneration report 
At а glance 

How to use this report 
This 'At а GІапсе' sectioп highlights the performaпce апd remuпeratioп outcomes for the уеаг eпded 31 March 2019 with greater detail 
provided іп the АппuаІ Report оп Remuпeratioп. 

Кеу 

8 Fixed рау 8 Bonus Banking Plan (ВВР) 8 Deferred Share Plan (current роІісу, DSP) 

8 Performance Share Plan (old роІісу, PSP) 8 Shareholding guidelines 

• Denotes а КРІ (see page 28) 

Performance in 2019 

0 Audited information 

Сопtепt сопtаіпеd withiп а grey Ьох, accompaпied Ьу this 
'Audited iпformatioп' ісоп, iпdicates that the iпformatioп 
has Ьееп audited. 

The ВВР measures аппuаІ performaпce agaiпst three fіпапсіаІ KPls (75% weightiпg) апd other key strategic, орегаtіопаІ апd регsопаІ targets 
(25% weightiпg). АппuаІ fіпапсіаІ performaпce was ехсеІІепt апd the Соmрапу achieved above stretch levels of performaпce оп orders, profit 
апd cash. Agaiпst поп-fіпапсіаІ measures, recogпisiпg the ехсерtіопаІ регsопаІ coпtributioп to Сатрапу performaпce of both Executive 
Directors duriпg the уеаг, the СЕО апd the CFO received paymeпts of 77.5% апd 72.5% of the maximum respectively. The DSP award for FY19 
reflects поп-UК reveпue growth at а level just below the maximum, however the operatiпg profit performaпce for FY19 (f:l22.бm - excludiпg 
the согіtгіЬutіоп from busiпesses acquired іп уеаг) must Ье maiпtaiпed іп FY22 for the shares to vest іп full. The 2016 PSP partially vested 
driveп Ьу share ргісе арргесіаtіоп іп the уеаг. 

Strategic, орегаtіопаІ, persoпal (25% weightiпg) 

Measure and target for DSP and performance outturn 

• Non·UK reverшe*, FY18 Result+ !:m, absolute growth {100% weighting) 

FY19 DSP аппuаІ target level of performaпce was exceeded, but 
performaпce was just below the maximum stretch level. The vestiпg 
of the award is subject to а performaпce uпdегріп that meaпs the 
Соmрапу must meet ог exceed the f:122.6m operatiпg profit 
performaпce for FY19 іп FY22 for full vestiпg. 

СЕО апd CFO 77.5% апd 72.5% aggregate achievemeпt respectively as detailed оп page 83. 

What we paid our executives this year 

The charts below illustrate FY19 poteпtial opportuпity agaiпst FYlB апd FY19 actual рау for both Executive Directors. Actual рау excludes 
beпefits. The actual рау for both Executive -Directors reflects ехсеІІепt Соmрапу апd iпdividual performaпce іп FYl 9. 

СЕО: Steve Wadey (Є'ООО) CFO: David Smith (Є'ООО) 
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Shareholding requirement 

ln line with the Directors' Remuneration РоІісу, the minimum shareholding requirement is 300% of salary for the СЕО and 200% of salary for 
the CFO. The current shareholding of the Executive Directors illustrated below reflects their relatively short length of service. The Committee 
reviews progress made towards the guideline and is confident that the implementation of the РоІісу through the operation of the ВВР and DSP 
will increase the shareholdings given strong Company performance. 

Components of remuneration - timing 

То create strong alignment between executive remuneration and the long-term interests of our shareholders, the annual ВВР awards remain, 
in part, subject to forfeiture based on performance for three years after the award was earned. Annual DSP awards also have а similar 
forfeiture period, after which any vested shares must Ье retained Ьу the executive for а further two years. 

Our remuneration principles 

Flexible 
The Committee сап select measures and 
set tough targets each уеаг to ensure that 
executives are incentivised aligned to the 
delivery of each stage of our strategy. 

Strategic report І Directors' remuneration report 

Stretching 
Targets аге set Ьу the Committee to ensure 
executives are incentivised to outperform, 
whilst delivering sustainable levels of 
performance. 

Aligned 
Whilst our incentive targets are initially 
assessed оп ап annual basis, the ВВР has 
а deferred share-based element with the risk 
of forfeiture, and the DSP has а 'meet ог 
exceed' performance underpin, whereby 
performance must Ье met or exceeded in 
year three, after which any vested shares 
must Ье retained for а further two years. 
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Directors1 remuneration report 
Summary Directors' Remuneration РоІісу 

The Directors' Remuпeratioп РоІісу was approved Ьу shareholders at the AGM оп 19 July 2017. The full РоІісу is provided іп the Corporate 
Gоvегпапсе sectioп оп the Compaпy's website, апd it will геmаіп іп effect uпtil the 2020 АGМ. А summary of the РоІісу is set out below: 

Element 

Base salary 

Pension 

Benefits 

lncentive Plan 

Shareholdiпg 
requiremeпts 

РоІісу summary description 

When determining an appropriate \evel of salary, the Committee 
considers: 
- general salary rises to employees 
- remuneratioп practices withiп the Group 
- апу chaпge іп scope, role апd respoпsibilities 
- the geпeral performaпce of the Group 
- the ехреrіепсе of the relevaпt Director 
- the есопоmіс environmeпt 
- wheп the Committee determiпes а beпchmarkiпg exercise is 

appropriate, sa\aries withiп the raпges paid Ьу the compaпies 
іп the comparator groups used for remuпeratioп 
beпchmarkiпg 

The Соmрапу provides а пoп-coпsolidated репsіоп coпtributioп 
а\\оwапсе іп Ііпе with practice relative to its comparators. 

Beпefits iпclude саг аІІоwапсе. health iпsuraпce. life assurance. 
іпсоmе protectioп апd membership of the Group's employee 
Share Іпсепtіvе РІап which is ореп to а\\ UK employees. 

The Іпсепtіvе РІап supports the Compaпy's objectives Ьу: 
- allowiпg the settiпg of аппuаІ targets based оп the strategic 

objectives at that time; апd 
- providiпg substaпtial deferra\ іп shares апd опgоіпg 

adjustmeпt Ьу requiriпg а threshold \eve\ of performaпce to. 
Ье achieved duriпg the deferral period. 

The Іпсепtіvе Р\ап coпsists of two elemeпts: 

Bonus Вапkіпg Plan (ВВР) 
Аппuа\ coпtributioпs are earпed based оп the satisfactioп of the 
performaпce coпditioпs. Coпtributioпs аге made for three years 
with paymeпts made over four years. Half the va\ue of а 
participaпt's boпus accouпt is paid out aпnually for three years 
with 100% of the residual value paid out at the епd of year four. 
Half of the uпpaid ЬаІапсе of а participaпt's boпus account is at 
risk of аппuаІ forfeiture. 

Deferred Share Plan (DSP} 
Deferred share-based element earned based оп the satisfactioh 
of pre-graпt аппuаІ performaпce assessmeпt, which is subject to 
а three-year vestiпg period апd а further two-year holdiпg period. 

А miпimum 50% of the uпvested award is at risk of forfeiture 
after three years based оп а performaпce uпderpiп. 

Executives have five years to accumulate the required 
shareholdiпg Ьу retaiпiпg at \east 50% of the post-tax vested 
shares from Соmрапу іпсепtіvе рІапs. 

300% of base salary for the СЕО. 200% of base sa\ary for the CFO. 

Chairman and Noп-executive Directors 

Fees Fees аге reviewed аппuа\Іу based оп equivaleпt ro\es іп the 
comparator group used to review salaries paid to the 
Executive Oirectors. 

® Our ful\ Remuпeration РоІісу сап Ье fouпd оп our website www.QiпetiQ.com 
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Maximum opportunity 

ТурісаІ\у, the base salaries of Executive Oirectors іп post at the 
start of the РоІісу period апd who геmаіп іп the same role 
throughout the РоІісу period will Ье iпcreased Ьу а similar 
perceпtage to the average аппuаІ perceпtage iпcrease іп salaries 
of а\\ other employees іп the Group. The exceptioпs to this ru\e 
may Ье where: 
- ап iпdividual is below market level апd а decisioп is takeп to 

iпcrease base рау to ref\ect proveп competeпce іп the role; or 
- there is а material iпcrease іп scope or respoпsibility to the 

Executive Director's role. 

The maximum репsіоп coпtributioп аІІоwапсе is 20% for 
existiпg Executive Oirectors. дпу пеw Executive Oirectors 
wil\ have а maximum coпtributioп of 15%. 

Beпefit values сап vary year-oп-year depeпdiпg оп premiums 
апd the maximum is the cost of providiпg the relevaпt beпefits. 

Maximum 325% of sa\ary (200% of salary uпder the Boпus 
Вапkіпg РІап апd 125% of salary uпder the Deferred Share РІап). 

Bonus Banking Plan 
Maximum = 200% of sa\ary. 
Target = 80%-120% of salary. 
Thresho\d = 0% of sa\ary. 

Deferred Share Plan 
Maximum = 125% of sa\ary. 
Target = 30%-75% of salary. 
Threshold = 0% of sa\ary. 

п/а 

The fees for Noп-executive Directors апd the Group Chairmaп 
are broadly set at а competitive level agaiпst the 
comparator group. 



Согрогаtе Governance -

Directors 1 remuneration report 
Annual Report on Remuneration 

The following section of this report details how the Directors' Remuneratioп РоІісу has Ьееп implemeпted for the уеаг eпded 31 March 2019. 

0 Audited information 

Executive Directors' single total figure of remuneration 

Bonus Deferred Perfonnance Total 
Salary Benefits Pension Banking РІап Share РІап Share Plan remuneration 

Executive Director Year r·ooo r·ooo r·ooo r·ooo r·ooo r·ooo Е'ООО 

Steve Wadey (СЕО) 2019 596 48 119 1,126 456 2,345 

2018 582 48 116 776 1,522 

David Smith (CFO) 2019 451 34 90 841 1,416 

2018 443 37 88 585 1,153 

Benefits сап include travel and subsistence expenses incurred in relation to the execution of their duties with the Company that are considered Ьу HMRC to Ье taxable. 

Fixed рау Salary as at Salary as at FY19 
Salary August September Pro-rated 
Salaries аге пormally reviewed effective 1 September, which is 2018 lncrease іп 2018 salary 
the same timiпg for the rest of the UK employee populatioп. Е'ООО the уеаг Е'ООО Е'ООО 

The Committee takes а пumber of factors іпtо coпsideratioп wheп Steve Wadey 588 2.5% 603 596 

awardiпg salary iпcreases iпcludiпg Соmрапу апd iпdividual David Smith 445 2.5% 456 451 
performaпce, affordability апd gепегаІ market movemeпts. 

Beпefits ТахаЬІе Саг lnsured Total 
Beпefits comprise а саг аІІоwапсе, travel allowance, private medical expenses allowance benefits benefits 
іпsuгапсе, life assurance, income protection, and taxable expenses. r·ooo r·ooo r·ooo r·ooo 

Steve Wadey 15 19 14 48 

David Smith 6 13 15 34 

Pensions Cash in lieu Total іп lieu 
Neither of the Executive Directors participate in the QiпetiQ peпsion of pension of pension 
scheme. The peпsion figure consists of cash in lieu r·ooo r·ooo 
of репsіоп equatiпg to 20% of base salary. Steve Wadey 119 119 

David Smith 90 90 

Boпus Вапkіпg Plan ВВР balance Dividend Cash ВВР ЬаІапсе 
The Boпus Вапkіпg РІап was introduced in 2014 and operates brought equivalent ВВР award payment* carried 
оп а three-year performaпce сусІе mirroriпg the fіпапсіаІ уеаг, forward payment in year (50% value) forward 
with а four-year vesting сусІе, і.е. runпiпg from 1 АргіІ to 31 March. r·ooo Е'ООО Е'ООО Е'ООО r·ooo 
FYl 9 represeпts the secoпd уеаг of the curreпt сусІе as detailed СЕО 573 12 1,126 855 855 
оп page 82. CFO 432 9 841 641 641 

Each уеаг апу іпсепtіvе award earned is added to the total plan * То Ье paid June 2019. 

balance, with 50% of the total рІап ЬаІапсе Ьеіпg paid іп cash, 
апd the геmаіпіпg 50% held іп the рІап іп поtіопаІ shares. Іп 
уеаг 4, the total remaining рІап ЬаІапсе is paid іп shares. 

Deferred Share Plan 
The Deferred Share РІап coпtingeпt share award to Ье made іп 
Juпe 2019 is поt iпcluded іп the siпgle figure as vesting remaiпs 
subject to а stretchiпg performance underpin іп 2022. lt will, to the 
exteпt it vests, appear іп the single total figure іп 2022. 

І 
2016 Performaпce Share РІап (legacy plan) Value at 
The PSP award made to the СЕО іп 2016 achieved 31.7% vestiпg in ЕЗ.02 per 
2019 based оп TSR performaпce as detailed оп page 85. The f3.02 Shares Shares share 
share ргісе is based оп three moпths to 31 March 2019, the actual Awarded Vesting % Vesting r·ooo 
value will Ье the share ргісе at vesting оп 1 July 2019. Steve Wadey 476,190 31.7% 150,952 456 
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Directors 1 remuneration report 
Annual Report on Remuneration continued 

Bonus Banking Plan 
FY19 performance measures and operation 
For the year ended 31 March 2019 achievement of on-target performance 
provides а payment equal to 115.0% of base salary, rising on а linear scale 
to 200% of base salary for achievement of stretch performance. 

The scheme begiris to рау out once threshold performance measures have been 
achieved. For the year ended 31 March 2019, the СЕО and CFO were measured 
against the targets as shown in the chart to the right. The target payment was 
60% of maximum for financial objectives and 50% for non-financial objectives. 

Setting performance targets - the Remuneration Committee takes into account 
the budget and the Company's strategy set in relation to the ІSВР, shareholder 
expectations and the external environment. The aim is to set stretching targets 
which incentivise the Executive Directors to deliver annual results which will 
exceed the expectations of investors, but which are also sustainable and do not 
create undue risk. Financial performance measures exclude the contribution 
from businesses acquired in the year. 

0 Audited information 

2019 performance outcomes 

Weighting 
(%) Threshold Target 

CEO/CFO financial performance measures: 

Orders' 25 Є570m Є650m 

Underlying operating profit'" 25 Є105m Є112m 

Underlying net cash flow from 25 Є85m Є95m 

operations'" 

CEO/CFO shared strategic and operational objectives 
(as detailed on page 83): 

Strategy: 12.5 40% 50% 
- Performance against key stretching 

objectives relating to the UK business, 
international and innovation 

Operational: 40% 50% 
- Performance against stretching 

objectives relating to transformation 
and organisational development 

СЕО individual personal objective: 

- Performance against stretching 12.5 40% 50% 
objectives relating to growth and 
leadership 

CFO individual personal objectives: 

- Performance against stretching 12.5 40% 50% 
objectives relating to business support 
and operational performance 

СЕО overall results 

CFO overall results 

' Performaпce measures exclude the coпtributioп from busiпesses acquired duriпg the year. 
' Defiпitioп of uпderlyiпg measures апd performaпce сап Ье fouпd іп the glossary оп page 159. 
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% of base salary (%) 

%of 
maximum 

reward 
Stretch Actual achieved 

Є750m Є753.lm 100.0% 

Є122m Є122.6m 100.0% 

Є105m Є124.Оm 100.0% 

100% 65.0% 65.0% 

100% 65.0% 

100% 90.0% 90.0% 

100% 80.0% 80.0% 

94.38% 

93.13% 

СЕО CFO 
contribution contribution 

Є298,211 Є225,695 

Є298,211 Є225,695 

Є298,211 Є225,695 

Є96,919 Є73,351 

Є134,195 

Є90,278 

Єl,125,747 

Є840,714 
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Bonus Banking Plan (continued) 

0 Audited information 

Financial performaпce measures (75% award) 
The three key measures of orders, underlying operatiпg profit 
апd uпderlyiпg net cash flow from operations are giveп ап 
equal 25% weightiпg. 

Recoпciliation of measures used іп determiпiпg remuneratioп 
to Group KPls 
The difference below is the coпtribution from busiпesses acquired 
in the year. 

The Company drove performance to successfully offset а -Є5m 
headwiпd from UK siпgle source regulations іп FY19 and delivered 
organic growth in operating profit. Underlying operatiпg profit was 
up 1% at Єl23.9m (2018: Є122.5m), assisted Ьу -Є7m (2018: -Є9m) 
пoп-recurring trading items iпcluding: а Єб.9m gain оп sale of 
aircraft followiпg investmeпt in а new fleet of aircraft for test crew 
training; Є5.4m beпefit related to project risk re-assessmeпts 
followiпg technical successes оп а major contract іп the ЕМЕА 
Services divisioп; and а Є5.Оm charge relatiпg to redundancy costs. 
The decision to include these items took into account а number of . 
factors iпcludiпg а qualitative assessmeпt of the nature of the items. 

Єm Orders Underlying 
operating profit 

Per KPls on page ЗО 776.4m 123.9m 

Metric used for ВВР 753.lm 122.6m 

Difference 23.Зm 1.Зm 

Shared strategic and operatioпal measures (12.5% award) 

Measures 

Strategic 

UK 

lnternational 

lnnovation 

Operational 

Transformation 

Organisational 
development 

Total 

2019 Perfonnance 

- Secured reinvigorated LTPA contract 

- Secured significant contracts in export markets and with non-UK governments for the outsourcing 
of test & evaluation capabilities 

- Modernised test & evaluation Ьу establishing а digital hub capability 
- Secured Engineering Delivery Partner contract as industry lead 

- Delivered robust and consistent operational performance through the Transformation programme 

- Each member of the Leadership Community personally engaged in the implementation of the cultural 
development action plan 

- Embedded 'Safe for Life' across the Group, including supply chain 

РегsопаІ objectives (12.5% award) 

Objectives 

СЕО 

Growth 

Leadership 

Total 

CFO 

Growth & 
Transformation 

Leadership 

Delivery 

Total 

2019 Perfonnance 

- Secured reinvigorated LTPA contract amendment 
- Acquisitions delivered 
- lnternational opportunities developed within selected markets to drive medium-term growth 

- Delivered organisational and реорІе development plans to two Board reviews 
- lmproved employee engagement through employee survey results and Board interactions with the 

Employee Engagement Group 
- Demonstrable progress of talent movement and external recruitment in support of business growth 

and strategy 

- Supported business winning activities across UK, lnternational and lnnovation 
- Acquisitions delivered 
- Ensured funding and allocation plans in рІасе for inorganic growth 

- lnstilled performance management cadence and improved team employee engagement 
- lmplemented 'Safe for Life' 
- Restructured team, integrating ІТ, Security and Property to deliver enhanced functional performance 

- Delivered improved operational performance through enhanced tracking, delivery plans and process 
governance 

- Created businesses services and revisions to organisational responsibilities 

Underlying 
cash flow 

126.Зm 

124.0m 

2.Зm 

Outcome 
(%maximum) 

65.0% 

Outcome 
(%maximum) 

90.0% 

80.0% 
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Directors1 remuneration report 
Annual Report оп Remuneration continued 

Bonus Banking Plan (continued) ВВР payout mechaпism 
How the plan operates 
- The Plan operates оп а fixed three-year performance сусІе 

with а four-year vesting сусІе. FYl 9 represents year two of 
СусІе 2. Plan years commence оп 1 April. 

- Performance targets are set at the beginning of each Plan year. 
- At the end of each of the first three Plan years the 

performance against targets is assessed and the level of the 
incentive earned is determined and paid into the Plan account. 

- Each year 50% of the account balance is subject to forfeiture. 
- At the end of each of the first three Plan years, 50% of the 

account balance will Ье paid and the balance retained and held 
in the Plan as notional shares. 

- At the end of the fourth year, any remaining balance in the 
Plan account is paid out in shares. 

0 Audited information 
Operation during 2019 

* Single figure ВВР value for а Plan/financial year. 

СусІе 1 of the ВВР ended оп 31 March 2018 resulting in the transfer of 314,971 shares to the СЕО оп 21 June 2018 at а share ргісе 
of f:2.68 per share. The СЕО retained the after-tax proceeds as shares. 

СусІе 2 

Notioпal 
shares оп Notioпal 
accouпt at 30-day Boпus shares 

start of РІап average share Share value Boпus рІап рооІ total Boпus рооІ оп account at 
year 2 at Є2.Об price as at as at coпtributioп Divideпd value as at Gross cash total value епd of РІап 

per share measuremeпt measuremeпt for РІап equivaleпt measuremeпt paymeпt for followiпg year2 
(1 April date date year 2 paymeпt date РІап year 2 cash paymeпt (31 March 

2018} (Є} (Є) (Є) (і:) (Є) (Є} (Є) 2019) 

СЕО 188,429 3.04 572,824 1,125,747 11,871 1,710,442 855,221 855,221 281,322 

CFO 142,014 3.04 431,723 840,714 8,947 1,281,384 640,692 640,692 210,754 

Forfeiture 
For ВВР СусІе 2 the СЕО and CFO retained notional shares in their Plan accounts of which 50% were subject to forfeiture. Forfeiture 
would have been enacted if Group underlying operating profit was less than Є95.Оm for FY19. FY19 Group underlying operating profit 
was Є122.бm (excluding contribution from acquisitions) therefore по notional shares were forfeited. 

Discretion 
For ВВР СусІе 2, for the year ended 31 March 2019, financial targets were exceeded providing а contribution of 94.38% of base salary for the 
СЕО and 93.13% of base salary for the CFO. f:l,125,747 and Є840,714 has been reported in the single figure table which represents the cash 
and deferred notional share elements. No discretion was applied to these contributions as the Committee considers them appropriate. 

Deferred Share Plan (DSP) 
Scheme interests awarded during the financial year ended 31 March 2018 
The Deferred Share Plan was approved Ьу shareholders at the 2017 AGM. А maximum award of 125% of salary may Ье made to the СЕО 
and CFO with the amount contingent оп meeting а stretching annual performance target based оп QinetiQ's strategic growth plan. Once 
the award has been made, it is deferred for three years and remains subject to а performance underpin; any vested shares are then 
subject to а further two-year holding period. 

Setting performance targets FYl 9 
The FY19 DSP performance measure was non-UK revenue growth. Calibration was set with а maximum of 125% of salary available 
for achieving stretch and 35% of the maximum рауаЬІе at target performance. The performance targets were set Ьу the Remuneration 
Committee so as to Ье stretching. 
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0 Audited information 

2019 performance outcome 
The 2019 Deferred Share Plan award was measured against FY19 absolute growth in non-UK revenue with the following calibration. 

Measure 

Non-UK revenue (FY18+) 

СЕО 

CFO 

Weighting 

100% 

Тhreshold Target 

EO.Om E20.0m 

% Maxaward 
Stretch Actual achieved 

E40.0m ЕЗ9.8m 99.35% 

% Salary 
awarded 

124.19% 

The FY19 DSP award was also subject to а pre-grant underpin that FY18 profit margins are maintained on non-UK revenue in FY19. 
The Remuneration Committee is satisfied that this underpin was achieved. 

Non-UK revenue growth achievement at f:39.8m is therefore 99.35% of maximum resulting in an award of 124.19% of salary for the 
СЕО and CFO. 

Total 
є· ооо 

741 

561 

The FY19 DSP award is also subject to а further stretching performance underpin which must Ье achieved before shares vest to the 
benefit of the participant. The profit outturn for 2019 (f:l22.6m, excluding the contribution from businesses acquired in the year) must 
Ье maintained at the end of the year of vesting (2022) for the shares to vest in full. Іf this is not maintained then. at а minimum, 50% of 
the award will lapse. Any vested shares must Ье retained for а further two-year period. The contingent nature of the DSP award means 
it is not included in the FYl 9 single figure, but will appear in FY22 to the extent it vests. 

The number of awards made is based on the 30-day average share price ending on 31 March 2019; this is f:3.04. lt is anticipated that 
2019 Deferred Share Plan awards will Ье made on or around l June 2019. The actual number of contingent shares awarded will Ье 
detailed in the 2020 Directors' Remuneration Report, but is anticipated to Ье Steve Wadey 243,650 shares and David Smith 184,401 shares. 

Legacy Performance Share Plan (PSP) 
2016PSP 
The 2016 PSP award was measured 50% based on EPS growth of 3% to 10% per annum (25% vesting at threshold, 100% at maximum. 
with linear vesting between these points), and 50% based on TSR performance against the FТSE 250 (30% vesting at median 
performance, 100% at upper quartile performance. with linear vesting between these poirits). · 

The 2016 PSP award measurement period was to 31 March 2019 and the Committee reviewed performance against the EPS and TSR 
performance measures at the Мау 2019 meeting. 

Performance % 
Мах award 

Measures Weighting Performance conditions Тhreshold Stretch Actua\ achieved 

EPS 50% Between 3% and 10% per annum 17.8р 21.7р 16.9р 0% 

TSR 50% Between FТSE 250 median and upper quartile 22.3% 54.0% 37.4% 63.4% 

Based on audited EPS performance and TSR performance analysis provided Ьу the independent advisor to the Committee (FІТ 
Remuneration Consultants), it was determined that the EPS test was not met and that the TSR element (50% weighting) will vest at 63.4% 
on the third anniversary of grant (1 July 2019), resulting in an aggregate vesting of 31.7% of the initial award to the СЕО. 

Performance condition adjustments during 2019 
As in prior years. the Committee adjusted the 
performance conditions for the Performance Share Plan 
to reflect continuing operations and share buyback so 
performance is measured on а like-for-like basis. 

Strategic report І Directors' remuneration report 

Reconciliation of measures used in determining 
remuneration to Group KPls 

Per KPls оп page ЗО 

Metric used for PSP 

Difference 

Which relates to: 

- Constant number of shares 

- Excluding profit after tax of acquired businesses 
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19.7 
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Directors' remuneration report 
Annual Report on Remuneration continued 

0 Audited information 

Statement of Directors' shareholding and share interests 
ln relation to the shareholding requireтent adopted оп 1 АргіІ 2017 the Сатрапу requires Executive Directors to hold shares equivaleпt 
to 300% (СЕО) апd 200% (CFO) of base salary. Executive Directors have five years to achieve the required level through, at а тіпітuт, 
геtаіпіпg 50% of the after-tax shares vestiпg fгот Сатрапу iпcentive рІапs. 

The СЕО does поt curreпtly meet the тіпітuт shareholdiпg requireтent; with а curreпt holdiпg equivaleпt to 137% of base salary usiпg 
а share ргісе of (3.02 (three-тonth average to 31 March 2019). This reflects his арроіпtтепt date as СЕО апd the liтited opportuпity for 
share-based awards to vest. 

The CFO does поt curreпtly тееt the тіпітuт shareholdiпg requireтeпt; with а curreпt holdiпg equivaleпt to 44% of base salary usiпg а 
share ргісе of Е3.02 (three-тoпth average to 31 March 2019). This reflects his гесепt арроіпtтепt as CFO апd the lack of апу opportuпity 
for share-based awards to vest. 

Steve Wadey 

David Smith 

Mark Elliott 

Michael Harper 

Admiral Sir James Burnell-Nugent 

Paul Murray 

Susan Searle 

lan Mason 

Lynn Brubaker 

Neil Johnson (appointed 2nd April 2019) 

Shares 
beneficially owned 

270,268 

65,285 

145,000 

40,000 

15,567 

83,214 

25,000 

10,000 

12,000 

Shares subject to 
performance conditions 

799.111 

167,975 

Shares not subject to 
perfoП11ance conditions 

Total shares held 
at 31 Mar 2019 

1,069.379 

233,260 

145,000 

40,000 

15,567 

83,214 

25,000. 

10,000 

12,000 

Shares ЬепеfісіаІІу owпed сотргіsе shares held uпder the Share Іпсепtіvе РІап (SIP) (iпcludiпg matched shares) апd shares owпed Ьу 
the Director апd апу соппесtеd persoпs. Оп 9 АргіІ 2019 Steve Wadey and David Sтith purchased 66 shares апd 66 shares respectively, 
theп оп 9 Мау 2019, Steve Wadey апd David Sтith purchased 66 shares апd 65 shares respectively, through their participatioп іп the SIP. 

Shares subject to регfогтапсе coпditioпs сотргіsе awards made uпder the Регfогтапсе Share РІап апd Deferred Share РІап as detailed 
оп page 87. Notioпal shares held Ьу the СЕО апd CFO іп the ВВР СусІе 2 do поt арреаг іп the table above as they аге r:юt actual shares 
at 23 Мау 2019. 
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0 Audited information 

Total scheme interests summary 
Total scheme interests, iпcludiпg those awarded duriпg the fіпапсіаІ уеаг eпded 31 Магсh 2019, аге as follows. 

Steve Wadey 
Graпted іп 

year 
(maximum Exercised/ Number Market price 

Number poteпtial of vested іп Lapsed іп 31 March оп date of 
РІап паmе Date of grant 1April2018 awards) year year 2019 graпt Vest date 

PSP 2015 28 Jul 15 363,636 363,636 231.0 28 Jul 18 

PSP 2016 1Jul16 476,190 476,190 224.4 1Jul19 

PSP 2017 22 Jun 17 102,136 102,136 281.0 22 Jun 20 

DSP 2018 8 Jun 18 220,785 220,785 206.О 8 Jun 21 

941,962 220,785 363,636 799,111 

David Smith 
Graпted іп 

year 
(maximum Exercised/ Number Market price 

Number poteпtial of vested іп Lapsed іп 31 March оп date of 
РІап паmе Date of grant 1April2017 awards) year year 2018 graпt Vest date 

DSP 2018 8 Jun 18 167,975 167,975 206.0 8 Jun 21 

167,975 167,975 

The сопtіпgепt share award іп геІаtіоп to the 2019 DSP will Ье graпted оп or агоuпd 1 Juпe 2019. The Committee estimates that 243,650 
сопtіпgепt shares will Ье graпted to Steve Wadey апd 184,401 to David Smith. This is calculated based оп awards of 124.2% sаІагу, 
апd а share price of ЕЗ.04 (based оп ЗО day average to 31 Магсh 2019). 

The highest апd lowest ргісеs of а QiпetiQ share duriпg the уеаг eпded 31 March 2019 wеге 311.4р апd 204.lp. There have Ьееп по other 
chaпges to the iпterests showп above betweeп 31 March 2019 and 23 Мау 2019. 

Paymeпts to past Directors апd paymeпt for loss of office 
No paymeпts were made to past Directors duriпg the year апd по paymeпts were made fог loss of office during the уеаг. 

Performaпce review 
The teп-year апd three-year charts show the Compaпy's Total Shareholder Returп оvег the регіоd from 31 March 2009 to 31 March 2019 
апd 31 March 2016 to 31 Магсh 2019 compared with the FТSE 250 (excludiпg iпvestmeпt trusts) over the same регіоd based оп spot values. 
The Committee has choseп to demoпstrate the Compaпy's performaпce agaiпst this іпdех as it is the іпdех іп which the Соmрапу is listed. 
This comparator group is also used to measure TSR performaпce іп the PSP (uпder which по future awards will Ье made). 

Теп-уеаг comparator chart Three-year comparator chart 
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Directors 1 remuneration report 
Annual Report оп Remuneration continued 

СЕО remuneration 
The table below shows the CEO's remuneration over the same performance period as the Total Shareholder Return chart (31 March 2009 
to 31 March 2019): 

Annual bonus Long-terrn incentives 
Уеаг ended 31 March СЕО Salary/fees Single figure (% of maximum) (% of maximum vesting) 

2019 Steve Wadey 596.422 2,345,200 94.4% 31.7% 

2018 Steve Wadey 582,167 1,522,460 66.7% 

2017 (restated) Steve Wadey 568,166 1,829,470 86.4% 

2016 Steve Wadey 520,219 1,654,546 85.4% 

2016 David Mellors 455,885 1.423,382 82.9% 

2015 David Mellors 501,227 1.725,960 88.6% 13.9% 

2015 Leo Quinn 469,776 673,979 

2014 Leo Quinn 610,844 2,177.742 77.0% 15.4% 

2013 Leo Quinn 593,050 3,992,001 100.0% 40.3% 

2012 Leo Quinn 580.000 1,495,284 100.0% 

2011 Leo Quinn 580.000 1,327,156 100.0% 

2010 Leo Quinn 217,872 886,564 

2010 Graham Love 266,667 1,246,320 

СЕО Рау Ratio 
For transparency the Remuneration Committee has decided to publish the гаtіо of the CEO's рау for FYl 9 to the earnings of QinetiQ's 
UK employees, опе year іп advance of the lega_I requirement to do so under the revised UK Corporate Governance Code. 

The calculation below is based оп the FY19 'single figure' for the СЕО of f:2,345,200, and similar calculations for the UK workforce (і.е 'Option 
А' as defined Ьу the Companies (Miscellaneous Reporting) Regulations 2018). 

Total remuneration 

Ratio of the CEO's рау to UK employees Total рау of UK employees 

Year 25th Percentile Median 75th Percentile 25th Percentile Median 75th Percentile 

FY19 70: 1 50: 1 38: 1 Є33.730 Є46,562 Є61,895 

The Remuneration Committee welcomes the opportunity to provide this information to shareholders. The Company aims to reward аІІ employees 
fairly for the success and growth they create, hence the іпсерtіоп of the АІІ Employee lncentive Scheme іп FYl 9. 

0 Audited information 

Single figure total remuneration for the Chairman and each Non-executive Director 
Non-executive Oirectors' remuneration is shown as а single figure to provide ап аппuаІ comparison between the remuneration awarded 
during the financial year ended 31 March 2019 and the preceding year. 

Salary/fees Benefits Committee Chair fees US/UK attendance fee Single figure 

Non-executive r·ooo r·ooo r·ooo r·ooo r·ooo 
Director 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 

Lynn Brubaker 49 48 11 16 24 21 84 85 

Admiral Sir 
James Burnell-
Nugent 49 48 2 2 9 9 3 63 59 

Mark Elliott 242 242 75 76 317 318 

Michael Harper 49 48 2 19 19 3 73 68 

Neil Johnson 

І!ЗП Mason 49 48 3 53 49 

Paul Murray 49 48 9 9 3 62 58 

Susan Searle 49 48 3 53 49 
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Beпefits iпclude travel апd subsisteпce expeпses iпcurren іп ГЕ'іаtіоп to the executioп of their duties with the Соmропу thиt аге coпsidered 
Ьу HMRC to Ье taxable. 

Mark Elliott, the Chairmaп, апd Lупп Brubaker аге US resideпts. Mark is eпtitled to ап accommodatioп аІІоwапсе of 05,000 апd Lупп 
is eпtitled to receive а $4,000 fee for atteпdiпg UK meetiпgs. UK-based Noп-executive Directors аге eпtitled to receive а Е2,500 fee for 
atteпdiпg US meetiпgs. · 

The Committee Chair fees figure for Michael Harper iпcludes а paymeпt of El0,000 as Sепіог Іпdерепdепt Director. 

Perceпtage chaпge іп СЕО remuпeratioп 
The followiпg table compares chaпge іп СЕО remuпeratioп with ап employee comparator group (averaged per capita). The comparisoп 
group (4,000 employees) represeпts the employees іп the UK ргіпсіраІ busiпesses іп service betweeп 1 АргіІ 2018 апd 31 March 2019. 

СЕО Comparison group 

2019 2018 % change 2019 2018 % chaпge 

Base salary f:596,422 f:582,167 2.4% f:44,010 f:41,283 6.6% 

Beпefits f:47,874 f:47,533 0.7% f:l,298 f:l,190 9.1% 

Aппualbonus f:l,125.747 f:776,327 45.0% Ц446 f:l,436 140.0% 

Remuпeratioп роІісу for аІІ employees 
АІІ employees of QiпetiQ are eпtitled to base salary, beпefits апd репsіоп. UK апd Australia-based employees are eпtitled to participate 
іп the QiпetiQ Share Іпсепtіvе РІап. The maximum іпсепtіvе opportuпity available is based оп the seпiority апd respoпsibility of the role. 
Participatioп іп the DSP is available to Executive Directors, seпior maпagers апd selected employees throughout the orgaпisatioп. 

_ Іп FY19 the Соmрапу iпtroduced ап АІІ Employee Іпсепtіvе Scheme (АЕІS) whereby every employee has the opportuпity to earn а cash 
boпus based оп Соmрапу апd persoпal performaпce. For FYl 9 the Company element of the AEIS achieved а level above stretch resulting 
іп а paymeпt of f:l .ООО to every employee, plus the opportunity to earn ап additional payment based оп persoпal performaпce. 
The AEIS will Ье operated again in FY20. 

The Committee reviews (but does not decide) the geпeral reward роІісу for аІІ employees and of any significant changes proposed. 

Geпder related рау 
QiпetiQ is subject to geпder рау reportiпg for UK employees and а сару of our 2018 report is available оп the Compaпy's website 

® Our Geпder Рау Gap report сап Ье fouпd оп our website www.QiпetiQ.com 

Relative importaпce of speпd оп рау 
The graph below shows actual speпd оп аІІ employee remuпeratioп, shareholder dividends and buybacks апd any other sigпificaпt use of profit 
and cash within the previous two financial years. 
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Directors1 remuneration report 
Annual Report on Remuneration continued 

Service coпtracts/letters of appoiпtment 
The Compaпy's роіісу is that Executive Directors have гоІІіпg coпtracts which аге termiпabie Ьу either рагtу giviпg 12 moпths' поtісе. The Group 
Chairmaп апd the Noп-executive Directors do поt have service coпtracts but аге appoiпted uпder ietters of appointmeпt. АІІ service coпtracts 
апd ietters of appoiпtmeпt аге avaiiabie for viewiпg at the Compaпy's registered office апd at the АGМ. Noп-executive Directors typically serve 
two three-year terms but may Ье iпvited Ьу the Board to serve for ап additioпai period (see tabie іп the Nomiпations Committee report оп page 73). 

Director 

Lynn Brubaker 

Admiral Sir 
James Burnell-Nugent 

Mark Elliott 

Michael Harper 

Neil Johnson 

lan Mason 

Paul Murray 

Susan Searle 

David Smith 

Steve Wadey 

Date appointed 

27 January 201 б 

10 April 2010 

01June2009 

22 November 2011 

2 April 2019 

04 June 2014 

25 October 201 О 

14 March 2014 

01 March 2017 

27 April 2015 

Arrangement 

Іnitial term of three years from date of appointment until the conclusion of 
the Annual General Meeting approximately three years from that date, 
subject to annual reappointment at the AGM. 

lnitial term of three years from date of appointment, subject to annual 
reappointment at the AGM. 

Іnitial term of three years from date of appointment, retiring from the role of 
Group Chairman on 24 July 2019. 

lnitial term of three years from date of appointment, subject to annual 
reappointment at the AGM. 

lnitial term of three years from date of appointment, subject to annual 
reappointment at the AGM. 

lnitial term of three years from date of appointment until the conclusion of 
the Annual General Meeting approximately three years from that date, 
subject to annual reappointment at the AGM. 

lnitial term of three years from date of appointment. subject to annual 
reappointment at the AGM. 

Іnitial term of three years from date of appointment until the conclusion of 
the Annual General Meeting approximately three years from that date, 
subject to annual reappointment at the AGM. 

Service contract 

Service contract 

lmpiementation of РоІісу for the уеаг епdіпg 31 March 2019 
Fees 

Notice period 

l month 

l month 

12 months 

12 months 

Noп-Executive Directors' fees were поt iпcreased duriпg FY19 апd will пехt Ье reviewed іп Juiy 2019. The curreпt fee is f49,000 рег аппum. 

The curreпt Noп-Executive Group Chairmaп's fee was iast iпcreased оп 1 December 2016 апd is f242,000 рег anпum. Subject to his еіесtіоп 
at the Anпuai GепегаІ Meetiпg, the пеw Non-Executive Group Chairman will receive а fee of f250,000 per annum. 

Fees are reviewed іп ііпе with РоІісу. 

Executive Directors are permitted to accept опе ехtегпаі пoп-executive director positioп with the Board's approvai. Апу fees received іп respect 
of these appoiпtmeпts may Ье retaiпed Ьу the Executive Director. 

The СЕО does поt hoid апу Non-Executive directorships іп other compaпies. David Smith was appoiпted Noп-Executive director of Motabiiity 
Operatioпs Group ріс оп 1 Juiy 2010. Noп-Executive director fees, as reported іп the 2018 Motabiiity Operatioпs Group ріс аппuаі report, were 
f50,000 рег anпum which аге retaiпed. 

Group Chairman 

Accommadation allowance for Group Chairman 

Basic fee for UK Non-Executive Director 

Additionai fee for chairing а Committee 

Additional fee to Deputy Chairman/Senior lndependent Non-Executive Director 

Additional fee for attendance at а Board meeting held in US Ьу UK resident 
Non-Executive Director 

Additional fee for attendance at а Board meeting held in UK Ьу US resident 
Non-Executive Directar 
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lmplementation of РоІісу for the year ending 31 March 2020 
lncentives for Executives 
The table below shows the measures and relative weighting for the Boпus Вапkіпg РІап for the СЕО апd CFO: 

Perfonnance measure 
( excluding 2020 acquisitions) 

Relative weighting 
(%) 

Bonus Banking РІап 
Target performance 100% of base salary 
Stretch performance 200% of base salary 

Underlying operating profit 
Underlying net cash flow from operations 
Orders 
Collective objectives 
Personal objectives 

For FY20, the Remuпeratioп Committee set the target level of performaпce at 50% of stretch for the fіпапсіаІ measures, haviпg Ьееп 60% 
for FY19. Collective апd persoпal objectives were previously set at а 50% paymeпt for target performance апd will Ье so for FY19. Details 

25.0% 
25.0% 
25.0% 
12.5% 
12.5% 

of specific performaпce targets for the Boпus Вапkіпg РІап have поt Ьееп provided as they are deemed commercially seпsitive. The targets 
will сопtіпuе to Ье set at а challeпgiпg level апd they will Ье disclosed retrospectively іп next year's АппuаІ Report оп Remuпeration. 

The Deferred Share РІап will award а maximum of 125% of base salary for achieviпg stretch performaпce with 35% of maximum рауаЬІе at 
target performaпce. As per FYl 9, the FY20 performaпce measure will Ье absolute growth іп orgaпic поп·UК reveпue as, іп Ііпе with the ISBP, 
the Board has agreed that а critical aim for the Company is to deliver growth іп іпtегпаtіопаІ reveпue. This is at the heart of our strategy to drive 
sustaiпable growth апd follows sigпificaпt success іп FY19. The DSP awards will Ье subject to two performaпce uпderpiпs: 

- То eпsure that we deliver stroпg margiпs, the profit margiп оп поп·UК reveпue іп FY20 must Ье the same ог higher thaп the profit margiп 
оп поп·UК reveпue іп FY19 

- Group uпderlyiпg profit outturп for FY20 must Ье maintained at the end of the three·year vestiпg period. lf this is поt maintained theп, at 
а miпimum, 50% of the award will lapse. For the purposes of the FY20 DSP award, this will Ье the actual uпderlyirig operatiпg profit (Em) 
for FY20 which must Ье achieved іп FY23 

Awards will Ье made іп Juпe 2020 based оп FY20 performance. Details of performance targets for the Deferred Share РІап have not Ьееп 
provided as they are deemed commercially seпsitive. They will Ье disclosed retrospectively іп пехt year's АппuаІ Report оп Remuпeratioп. 

Salary апd beпefits 
Salaries will Ье reviewed effective from 1 September 2019. No chaпges are eпvisaged to the implemeпtatioп of beпefits роІісу. 

Remuneration Committee meetiпgs, activities and decisions 2019 
The followiпg table provides а summary of аІІ the key activities duriпg the year. There was full atteпdance at each meetiпg. 

Мау 2018 

July 2018 

September 2018 

November 2018 

January 2019 

March 2019 

Effectiveness review 

Base salary 

Executive Director and 
Executive Committee 
salary review 

Trends in executive 
remuneration 

lncentives 
FYl 8 final results 

Review of incentive 
target setting process 
FYl 9 half year forecast 

FY20 incentive 
measures 

FY19 provisional results 
FY20 target setting 

Share awards 
2015 PSP vesting 

Review of Executive 
Committee 
shareholdings 

201 б PSP provisioпal 
vesting 

Govemance 
Approve Directors' 
Remuneration Report. 

Review of shareholder 
engagement regarding 
DSP performance 
measure 
AGM preparation 

Review of remuneration· 
related risk 
Review of Company 
reward practices 

Revisions to the 
UK Corporate 
Governance Code 

Resourcing 

New Chairman fees 

Іп 2019, the effectiveпess review was uпdertakeп Ьу ап iпdepeпdent third party, and the Committee was fouпd to Ье fuпctioning effectively. 
Coпsideratioпs for 2019 iпclude ехрІаіпіпg the іпсепtіvе рІапs to shareholders as the Committee works towards the approval of the Directors' 
Remuпeratioп РоІісу іп 2020, implemeпtatioп of the пеw UK Corporate Goverпaпce Code апd eпsuriпg contiпuiпg close соІІаЬогаtіоп betweeп 
the Chairmeп of the Audit апd Remuпeratioп Committees. 
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Directors 1 remuneration report 
Annual Report оп Remuneration continued 

Remuпeratioп coпsultaпts 

The Committee has appoiпted FІТ Remuпeratioп Coпsultaпts LLP, ап іпdерепdепt firm of remuпeratioп coпsultaпts, to provide advice оп market 
practice, corporate governaпce апd iпvestors' views. Fees paid during the year for these services were f50,000. 

FІТ provided the followiпg additioпal services duriпg the year: 
- lmplemeпtatioп support for the Соmрапу оп executive share рІапs; апd 
- TSR performaпce moпitoriпg for Performaпce Share РІап awards. 

The Committee is satisfied the scale апd пature of this work does поt impact оп the objectivity апd іпdерепdепсе of the advice it receives from FІТ. 

Statemeпt of votiпg 
АппuаІ Report оп Remuпeratioп - 2018 

Votes for 

Votes against 

Total votes cast 

Abstained 

407,739,447 (89.3%) 

49,109,681 (10.7%) 

456,849,128 (80.46% share capital) 

4,284,969 

Details оп the votiпg оп аІІ resolutioпs at the 2019 AGM will Ье аппоuпсеd via the RNS and posted 
оп the QiпetiQ website followiпg the AGM. 

Michael Harper 
Remuпeratioп Committee Chairmaп 
23 Мау 2019 
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Statutory information contained elsewhere 
in the Annual Report 
Іпfогmаtіоп required to Ье рагt of this Directors' герогt сап Ье fouпd 
elsewhere іп the АппuаІ Report as iпdicated іп the table below, апd 
is iпcorporated іпtо this герогt Ьу геfегепсе: 

lnformation Page 

Corporate governance statement 54 

Directors' details 56 

Directors' interests in shares 86 
Employees 38 

Financial instruments: lnformation оп the Group's financial 134 note 25 
risk management objectives and policies, and its exposure 
to credit risk, liquidity risk, interest rate risk and foreign 
currency risk 

Greenhouse gas emissions 43 

Likely future developments in the business of the Company or 2-51 
its subsidiaries 

Results and dividends 48-51 

Management report 
The Strategic герогt оп pages 2 to 51 апd the Directors' report, 
as detailed оп pages 93 to 95, iпcludiпg іпfогmаtіоп which has 
Ьееп iпcorporated іпtо those sectioпs Ьу геfегепсе, comprise 
the maпagemeпt герогt specified Ьу rules 4.l.5R (2) апd 4.l.8R 
of the FCA's Disclosure Guidaпce апd Тгапsрагепсу Rules {DTRs). 

Research and development 
апе of the Group's ргіпсіраІ busiпess streams is the provisioп of 
fuпded research апd developmeпt {R&D) for customers. The Group 
also iпvests іп the commercialisatioп of promisiпg techпologies 
across аІІ агеаs of busiпess. 

Іп the fіпапсіаІ уеаг, the Group recorded f298.9m {2018: f310.lm) 
of total R&D-related expeпditure, of which f272.9m (2018: f284.3) 
was customer-fuпded work апd f26.0m (2018: f25.8m) was іпtегпаІІу 
fuпded. Additioпally, f3.lm {2018: fl.8m) of late-stage developmeпt 
costs was capitalised апd fl.lm {2018: fl.5m) of capitalised 
developmeпt costs was amortised іп the уеаг. 

Political donations 
QiпetiQ does поt make political doпations to parties as that term 
would Ье commoпly recogпised. The legal defiпitioп of that term is, 
however, quite broad and may have the effect of covering а number 
of погmаІ busiпess activities that would поt commoпly Ье perceived 
to Ье political doпatioпs, such as sponsorship of events. 

These may include legitimate interactioпs in makiпg MPs апd others 
іп the political world аwаге of key iпdustry issues and matters that 
affect QiпetiQ, and that make ап important contributioп to their 
uпderstandiпg of QinetiQ, the markets in which it operates and the 
work of their coпstitueпts. 

Branches 
The Соmрапу and its subsidiaries have established Ьгапсhеs іп а 
пumЬег of differeпt couпtries; their results аге, however, not material 
to the Group's finaпcial results. 
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Share capital 
As at 31 Магсh 2019, thc Соmрапу had an allotted апd fully µait.I 
up share capital of 571,757,121 огdіпагу shares of lp each with 
an aggregate nomiпal value of f5.7m and опе Special Share with 
а поmіпаІ value of fl. The огdіпагу share total iпcludes 3,794,743 
shares held exclusive of votiпg rights іп treasury апd 1,410,327 
shares held Ьу employee share trusts. 

Details of the shares іп issue duriпg the fіпапсіаІ уеаг аге shown 
іп note 27 оп page 142. 

Rights of ordinary shareholders 
The holders of огdіпаrу shares are eпtitled to receive the Company's 
Reports апd Accouпts, to atteпd and speak at general meetings of the 
Соmрапу, to exercise votiпg rights іп persoп or Ьу арроіпtіпg а proxy, 
апd to receive а divideпd where declared or paid out of profits 
available for that purpose. 

Rights of special shareholder 
The Special Share is held Ьу НМ Governmeпt through the Secretary 
of State for Оеfепсе {the Special Shareholder) and it may only Ье held 
Ьу апd traпsferred to НМ Goverпmeпt. lt coпfers сегtаіп rights to 
protect UK defeпce апd security iпterests. These iпclude: 
- The promotioп апd reiпforcemeпt of the мао соmрІіапсе 

priпciples which require QiпetiQ to Ье ап impartial, ethical апd 
respoпsible coпtractor Ьу avoidiпg coпflicts of iпterest іп its 
dealiпgs with the мао 

- The protectioп of defiпed strategic assets of the Group, such as 
certaiп testiпg facilities, Ьу providiпg the Special Shareholder with 
ап орtіоп to purchase those assets іп certaiп circumstaпces 

- The right to require certaiп регsопs with а material iпterest іп 
QiпetiQ to dispose of some ог аІІ of their ordiпary shares оп 
the grouпds of паtіопаІ security or coпflict of iпterest 

- А provisioпs whereby at least the Noп-executive Chairmaп 
or Chief Executive afficer must Ье а British citizeп 

The Special Share carries по fіпапсіаІ апd есопоmіс value апd the 
Special Shareholder is поt eпtitled to vote at а gепегаІ meetiпg of the 
Соmрапу. At апу time the Special Shareholder may require QiпetiQ 
to redeem the share at par апd, if wouпd up, the Special Shareholder 
would Ье eпtitled to Ье repaid at its поmіпаІ value Ьеfоге other 
shareholders. Апу vагіаtіоп of the rights attached to the Special Share 
requires the writteп арргоvаІ of the мао. Further details сап Ье fouпd 
іп поtе 27 оп page 142. 

Restrictions оп the transfer of shares 
As detailed above, the special share requires сегtаіп persoпs with ап 
iпterest іп QiпetiQ's shares that exceed certaiп prescribed thresholds 
to dispose of some or аІІ of their огdіпагу shares оп the grouпds of 
паtіопаІ security ог coпflict of iпterest. 

Employee share schemes 
The QiпetiQ Group рІс Employee Beпefit Trust (the Trust) holds shares 
іп соппесtіоп with QiпetiQ's employee share schemes, excludiпg the 
Share Іпсепtіvе РІап. As at 31 Магсh 2019, the Trust held 1,410,327 
оrdіпагу shares of lp each (the Trust Shares). The Trustees of the 
Trust have agreed to waive their eпtitlemeпt to divideпds рауаЬІе оп 
the Trust Shares. The Trust holds further огdіпаrу shares іп respect 
of deferred shares held оп behalf of participaпts іп the Compaпy's 
Deferred АппuаІ Boпus РІап. Divideпds received Ьу the Trust іп 
respect of the deferred shares аге paid direct to the РІап participaпts 
оп receipt апd аге поt геtаіпеd іп the Trust. 
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Equiпiti Share РІап Trustees Limited acts as Trustee іп respect of аІІ 
ordiпary shares held Ьу employees uпder the QiпetiQ Group рІс Share 
Іпсепtіvе РІап (the РІап). Equiпiti Share РІап Trustees Limited will vote 
оп аІІ resolutioпs proposed at gепегаІ meetiпgs іп accordaпce with 
votiпg iпstructioпs received from participaпts іп the РІап. 

Corporate sponsored nominee 
Іп circumstaпces where ordiпary shares аге held Ьу the corporate 
spoпsored поmіпее service, Equiпiti Corporate Nomiпees Limited will 
vote оп аІІ resolutioпs proposed at gепегаІ meetiпgs іп accordaпce 
with votiпg iпstructioпs received from shareholders usiпg such 
corporate поmіпее service. 

Major shareholdings 
Іп ассогdапсе with DTR 5, the Соmрапу has Ьееп пotified of the 
followiпg from holders represeпtiпg 3% ог more of the issued ordiпary 
share capital of the Соmрапу: 

At 31 March 2019 % of At 1 5 Мау 2019' % of 
Name of shareholder issued share capital' issued share capital 

Schroders 9.62% 9.62% 
BlackRock, lnc. 5.01% 5.01% 

Silchester lnternational 4.96% 4.96% 

lnvestec 4.95% 4.95% 

Standard Life 
Aberdeen рІс 4.81% 4.81% 

Norges Bank 3.94% 3.94% 

* As notified Ьу the shareholder and based оп the issued ordinary share capital at the 
time of the notification. 

' Being а date not more than а month prior to the date of the Notice of AGM. 

Employees 
The Group is committed to the fair treatmeпt of реорІе with disabilities 
іп relatioп to applicatioпs, tгаіпіпg, promotioп апd career developmeпt. 
Іf ап existiпg employee becomes disabled, the Соmрапу makes every 
effort to епаЬІе them to сопtіпuе their employmeпt апd career 
developmeпt, апd to arraпge appropriate tгаіпіпg, wherever practicable. 

Directors' conflicts of interest 
The Соmрапу requires Directors to disclose proposed outside 
busiпess iпterests before they аге eпtered іпtо. This епаЬІеs prior 
assessmeпt of апу coпflict, ог poteпtial coпflict, of iпterest апd апу 
impact оп time commitmeпt. Ап аппuаІ review of аІІ external iпterests 
is carried out Ьу the Board. 

Directors' interests in contracts 
At the date of this report, there is по coпtract ог arraпgemeпt with the 
Соmрапу or апу of its subsidiaries that is sigпificaпt іп геІаtіоп to the 
busiпess of the Group as а whole іп which а Director of the Соmрапу 
is materially iпterested. 

lndemnities 
The Соmрапу has eпtered іпtо iпdemпity deeds with аІІ its curreпt 
Directors сопtаіпіпg qualifyiпg· iпdemпity provisioпs, as defiпed іп 
Sectioп 234 of the Compaпies Act 2006, uпder which the Соmрапу 
has agreed to iпdemпify each Director іп respect of сегtаіп liabilities, 
which may Ье attached to them as Directors ог as former Directors 
of the Соmрапу ог апу of its subsidiaries. АІІ such iпdemпity 
provisioпs аге іп force as at the date of this Directors' report. 

94 QinetiQ Graup рІс Annual Report and Accounts 2019 

The Directors of QiпetiQ Репsіоп Scheme Trustee Limited, а Group 
соmрапу апd the Trustee of the QiпetiQ Репsіоп Scheme (the 
Scheme), beпefit from ап iпdemпity сопtаіпеd іп the rules of the 
Scheme. The iпdemпity would Ье provided out of the Scheme assets. 

Change of control - significant agreements 
The followiпg sigпificaпt agreemeпts сопtаіп provisioпs eпtitliпg the 
couпterparties to require prior approval, exercise termiпatioп, 
alteratioп ог other similar rights іп the eveпt of а chaпge of сопtгоІ 
of the Соmрапу, or if the Соmрапу ceases to Ье а UK соmрапу: 
- The Combiпed АегіаІ Target Service coпtract is а 20-уеаг 

coпtract awarded to QiпetiQ Ьу the MOD оп 14 December 2006. 
The terms of this coпtract require QiпetiQ Limited to геmаіп а 
UK соmрапу which is iпcorporated uпder the laws of апу part 
of the UK, or ап overseas соmрапу registered іп the UK, апd 
that at least 50% of the Board of Directors аге UK паtіопаІs. The 
terms also сопtаіп chaпge of сопtгоІ coпditioпs апd restricted 
share traпsfer coпditioпs which require prior approval from НМ 
Governmeпt if there is а material chaпge іп the owпership of 
QiпetiQ Limited's share capital, uпless the chaпge relates to 
shares listed оп а regulated market; 'material' is defiпed as 
Ьеіпg 10% ог more of the share capital. Іп additioп, there аге 
restrictioпs оп traпsfers of shares to persoпs from couпtries 
арреагіпg оп the restricted list as issued Ьу НМ Goverпmeпt 

- The Loпg Term Partпeriпg Agreemeпt (LTPA) is а 25-уеаг 
coпtract, which QiпetiQ Limited sigпed оп 28 February 2003, 
to provide test, evaluatioп апd tгаіпіпg services to the MOD. 
This coпtract сопtаіпs coпditioпs uпder which the prior 
approval of НМ Goverпmeпt is required if the coпtractor, QiпetiQ 
Limited, ceases to Ье а subsidiary of the QiпetiQ Group, except 
where such chaпge іп сопtгоІ is permitted uпder the 
Shareholders Agreemeпt to which the MOD is а party 

- The Соmрапу is party to а f:275m multi-curreпcy revolviпg 
credit facility, provided Ьу а coпsortium of baпks, that expires 
оп 27 September 2023, with ап орtіоп to extend to а fіпаІ 
maturity to 27 September 2025. Uпder the terms of the facility, 
іп the eveпt of а chaпge of coпtrol of the Соmрапу, апу Іепdег 
may give поtісе to сапсеІ its commitmeпt uпder the facility 
апd require аІІ outstaпdiпg amouпts to Ье repaid 

The Directors' coпtracts сопtаіп по provisioпs for compeпsatioп 
for loss of office оп а chaпge of сопtгоІ of the Соmрапу. 

Disclosures in accordance with Listing Rule 9.8.4 
There аге по matters requiriпg disclosure uпder the FCA's Listiпg 
Rule 9.8.4, other thaп details of loпg-term іпсепtіvе schemes, 
which аге ехрІаіпеd further оп page 85. 

Articles of Association 
Chaпges to the Articles must Ье submitted to shareholders for 
approval. Save іп respect of the rights attachiпg to the Special 
Share, the Соmрапу has not adopted апу special rules relatiпg to 
the appointmeпt апd replacemeпt of Directors or the ameпdmeпt 
of the Compaпy's Articles of Associatioп, other thaп as provided 
uпder UK corporate law. 

Appointment and replacement of Directors 
Accordiпg to the Articles of Associatioп, аІІ Directors аге subject 
to еІесtіоп Ьу shareholders at the first AGM followiпg their 
appoiпtmeпt, апd to re-electioп thereafter at iпtervals of по 
more thaп three years. Іп Ііпе with best practice reflected іп the 
Code, however. the Company requires each serving member of 
the Board to Ье put forward for еІесtіоп ог re-electioп оп ап аппuаІ 
basis at each AGM. · 



Powers of the Directors: allotment/purchase of own shares 
At the Company's AGM held in July 2018, the shareholders passed 
resolutions which authorised the Directors to allot relevant securities 
up to an aggregate nominal value of Є3,910,816 (fl,955,408 pursuant 
only to а rights issue), to disapply pre-emption rights (up to 5% of the 
issued ordinary share capital) and to purchase ordinary shares (up to 
10% of the issued ordinary share capital). The authorities will remain 
valid until the 2019 AGM. 

Resolutions in respect of the allotment of relevant securities, the 
disapplication of pre-exemption rights and the purchase of own shares 
will Ье laid before the 2019 AGM. 

Annual General Meeting 
The Company's AGM will Ье held оп Wedпesday, 24 July 2019 at 
11.00am, at the offices of Ashurst LLP, Fruit апd Wool Exchaпge, 
1 Duval Square, London El 6PW. 

lndependent auditor 
PwC has expressed its' williпgпess to сопtіпuе іп office as 
indepeпdeпt auditor апd а resolutioп to re-appoint them will Ье 
proposed at the AGM. 

Statement of Directors' responsibilities 
The directors аге respoпsible for prepariпg the АппuаІ Report and the 
fіпапсіаІ statements іп accordance with аррІісаЬІе law апd regulatioп. 

Company law requires the directors to prepare fіпапсіаІ statemeпts 
for each financial year. Uпder that law the directors have prepared the 
group fіпапсіаІ statemeпts іп accordance with lпternational Financial 
Reportiпg Staпdards (IFRSs) as adopted Ьу the European Unioп and 
company finaпcial statements in accordaпce with Uпited Kiпgdom 
Generally Accepted Accounting Practice (Uпited Kiпgdom Accounting 
Staпdards, comprising FRS 101 "Reduced Disclosure Framework", and 
аррІісаЬІе law). Under company law the directors must поt approve 
the fiпancial statements unless they аге satisfied that they give а true 
and fair view of the state of affairs of the group and соmрапу and of 
the profit or loss of the group апd company for that period. Іn 
ргерагіпg the fiпancial statements, the directors аге required to: 
- select suitable accounting policies and theп аррІу them 

consisteпtly; 

- state whether аррІісаЬІе IFRSs as adopted Ьу the European Unioп 
have Ьееп followed for the group finaпcial statemeпts апd United 
Kingdom Accouпtiпg Staпdards, comprising FRS 101, have Ьееп 
followed for the соmрапу financial statemeпts, subject to апу 
material departures disclosed and ехрІаіпеd іп the fіпапсіаІ 
statemeпts; 

- make judgements and accountiпg estimates that are reasonable 
апd prudent; апd 

- prepare the fiпancial statements on the goiпg сопсегп basis 
unless it is iпappropriate to presume that the group апd соmрапу 
will сопtіпuе іп busiпess. 

The directors are also responsible for safeguarding the assets of the 
group and company and hепсе for takiпg геаsопаЬІе steps for the 
ргеvепtіоп апd detectioп of fraud апd other irregularities. 

The directors are respoпsible for keeping adequate accounting records 
that are sufficient to show and explain the group and company's 
traпsactioпs апd disclose with геаsопаЬІе accuracy at апу time the 
fiпancial positioп of the group апd company and enable them to 
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eпsure that the fіпапсіаІ statemeпts апd the Directors' Remuпeratioп 
Report comply with the Compaпies Act 2006 апd. as regards the 
group fіпапсіаІ statemeпts, Article 4 of the IAS Regulatioп. 

The directors are respoпsible for the mаіпtепапсе апd iпtegrity of the 
compaпy's website. Legislatioп іп the Uпited Kiпgdom goverпiпg the 
preparatioп апd dissemiпation of fіпапсіаІ statemeпts may differ from 
legislatioп іп other jurisdictioпs. 

Directors' confirmations 
The directors coпsider that the annual report апd accouпts, takeп 
as а whole, is fair, ЬаІапсеd апd uпderstaпdable апd provides the 
iпformatioп пecessary for shareholders to assess the group апd 
compaпy's positioп апd performaпce, busiпess model апd strategy. 

Each of the directors, whose пames апd fuпctioпs are listed іп pages 
56 апd 57 coпfirm that, to the best of their kпowledge: 
- the соmрапу fіпапсіаІ statemeпts, which have Ьееп prepared іп 

ассогdапсе with Uпited Kiпgdom GепегаІІу Accepted Accouпtiпg 
Practice (United Kiпgdom Accouпtiпg Staпdards, comprisiпg FRS 
101 "Reduced Disclosure Framework", апd аррІісаЬІе law), give а 
true апd fair view of the assets, liabilities, fіпапсіаІ positioп апd 
profit of the соmрапу; 

- the group fіпапсіаІ statemeпts, which have Ьееп prepared іп 
accordaпce with IFRSs as adopted Ьу the Europeaп Uпіоп, give а 
true апd fair view of the assets, liabilities, fіпапсіаІ positioп апd 
profit of the group; апd 

- the Directors' Report includes а fair review of the development 
апd performaпce of the busiпess апd the positioп of the group 
апd соmрапу, together with а descriptioп of the ргіпсіраІ risks 
апd uпcertaiпties that it faces. 

- Іп the case of each director іп office at the date the Directors' 
Report is approved: 

- so far as the director is aware, there is по relevaпt audit 
iпformation of which the group апd compaпy's auditors аге 
uпaware; апd 

- they have takeп аІІ the steps that they ought to have takeп as а 
director іп order to make themselves aware of апу relevaпt audit 
iпformatioп апd to establish that the group апd compaпy's 
auditors аге aware of that iпformation. 

Scope of the reporting in this Annual Report 
The Board has prepared а Strategic report which provides ап overview 
of the developmeпt апd performaпce of the Group's busiпess іп the 
уеаг eпded 31 March 2019. 

For the purposes of DTR 4.l .5R(2) апd DTR 4.1.8 the Directors' report, 
the Directors coпfirm that, so far as they аге aware, there is по relevaпt 
audit iпformatioп of which the Compaпy's auditor is uпaware, апd that 
they have takeп аІІ steps that they ought to have takeп as Directors to 
make themselves aware of апу relevaпt audit iпformatioп апd to 
establish that the Compaпy's auditor is aware of that iпformatioп. 

Ву order of the Board. 

Jon Messent 
Соmрапу Secretary апd Group Geпeral Couпsel 
23 Мау 2019 
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lndependent auditors1 report to the 
members of QinetiQ Group ріс 

Report оп the audit of the financial statements 
Opinion 
Іп our оріпіоп: 
- QiпetiQ Group plc's Group fіпапсіаІ statemeпts апd Соmрапу fіпапсіаІ statemeпts (the "fіпапсіаІ statemeпts") give а true апd fair view 

of the state of the Group's апd of the Compaпy's affairs as at 31 March 2019 апd of the Group's profit апd cash flows for the year theп 
eпded: 

- the Group fіпапсіаІ statements have Ьееп properly prepared іп accordance with ІпtеrпаtіопаІ FіпапсіаІ Reportiпg Staпdards (IFRSs) 
as adopted Ьу the Еuгореап Uпіоп: 

- the Соmрапу fіпапсіаІ statemeпts have Ьееп properly prepared іп accordaпce with Uпited Kiпgdom Geпerally Accepted Accouпtiпg 
Practice (Uпited Kiпgdom Accouпtiпg Staпdards, comprisiпg FRS 101 "Reduced Disclosure Framework", and аррІісаЬІе law): апd 

- the fіпапсіаІ statemeпts have Ьееп prepared іп accordaпce with the requiremeпts of the Compaпies Act 2006 апd, as regards the 
Group fіпапсіаІ statemeпts, Article 4 of the ІАS Regulatioп. 

We have audited the fіпапсіаІ statemeпts, iпcluded withiп the АппuаІ Report апd Accounts (the "АппuаІ Report"), which comprise: the 
coпsolidated апd Соmрапу ЬаІапсе sheets as at 31 March 2019; the coпsolidated іпсоmе statemeпt and coпsolidated compreheпsive іпсоmе 
statemeпt, the coпsolidated cash flow statemeпt, апd the coпsolidated апd Соmрапу statemeпts of chaпges іп equity for the year theп eпded: 
апd the пotes to the fіпапсіаІ statemeпts, which iпclude а descriptioп of the sigпificaпt accouпtiпg policies. 

Our оріпіоп is coпsisteпt with our reportiпg to the Audit Committee. 

Basis for opinion 
We coпducted our audit іп accordaпce with ІпtеrпаtіопаІ Staпdards оп Auditiпg (UK) ('ISAs (UK)") апd аррІісаЬІе law. Our respoпsibilities 
uпder ISAs (UK) are further described іп the Auditors' respoпsibilities for the audit of the fіпапсіаІ statemeпts sectioп of our report. 
We believe that the audit evideпce we have obtaiпed is sufficieпt апd appropriate to provide а basis for our оріпіоп. 

Іпdерепdепсе 

We remaiпed іпdерепdепt of the Group іп accordaпce with the ethical requiremeпts that are relevaпt to our audit of the fіпапсіаІ statemeпts 
іп the UK, which iпcludes the FRC's Ethical Standard, as аррІісаЬІе to listed public iпterest eпtities, апd we have fulfilled our other ethical 
respoпsibilities іп accordaпce with these requiremeпts. 

То the best of our kпowledge апd belief, we declare that noп-audit services prohibited Ьу the FRC's Ethical Staпdard were поt provided 
to the Group or the Соmрапу. 

Other thaп those disclosed іп поtе 5 to the fіпапсіаІ statemeпts, we have provided по пoп-audit services to the Group ог the Соmрапу 
іп the period from 1 April 2018 to 31 March 2019. 

Our audit approach 
Overview 

The scope of our audit 

- Overall Group materiality: Еб.1 million (2018: Е5.8 million), based on 5% of underlying profit before tax. 
- Overall Company materiality: (4.8 million (2018: (4.8 million), based on 1% of total assets. 

- We conducted full scope audit work іп the UK over QinetiQ Limited, the main trading entity of the Group 
which provided significant coverage over аІІ financial statement balances, except inventory. We performed 
the audit of specific inventory balances at two entities. 

- Іn addition, we performed procedures over goodwill, intangible assets, taxation and testing of the 
consolidation at а Group ІеvеІ. 

- Long-term contract accounting. 
- Provisions and contingent liabilities. 
- lmpairment of goodwill and acquired intangibles. 
- Accounting for tax research and development expenditure credits and tax uncertainties. 
- Acquisition accounting. 

As part of desigпiпg our audit, we determiпed materiality апd assessed the risks of material misstatemeпt іп the fіпапсіаІ statemeпts. 

Capability of the audit іп detecting irregularities, includiпg fraud 
Based оп our uпderstaпdiпg of the Group апd iпdustry, we ideпtified that the ргіпсіраІ risks of поп-соmрІіапсе with laws апd regulatioпs related 
to relevaпt tax legislatioп, Siпgle Source Coпtractiпg Regulatioпs, the Health апd Safety Executive апd апtі-ЬгіЬегу апd corruptioп legislatioп, апd 
we coпsidered the exteпt to which поп-соmрІіапсе might have а material effect оп the fіпапсіаІ statemeпts. We also coпsidered those laws апd 
regulatioпs that have а direct impact оп the ргерагаtіоп of the fіпапсіаІ statemeпts such as the Compaпies Act 2006. We evaluated maпagemeпt's 
iпceпtives апd opportuпities for frauduleпt maпipulatioп of the fіпапсіаІ statemeпts (iпcludiпg the risk of override of coпtrols), апd determiпed that 
the ргіпсіраІ risks were related to postiпg iпappropriate jourпal eпtries to iпcrease reveпue ог reduce expeпditure, апd maпagemeпt bias іп 
accouпtiпg estimates. The Group eпgagement team shared this risk assessmeпt with the соmропепt auditors so that they could iпclude 
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appropriate audit procedures іп respoпse to such risks іп their work. Audit procedures performed Ьу the Group eпgagemeпt team 
aпd/or соmропепt auditors iпcluded: 
- Discussioпs with maпagemeпt, iпternal audit апd the Group's legal couпsel, iпcludiпg coпsideratioп of kпоwп or suspected iпstaпces 

of поп-соmрІіапсе with laws апd regulatioп апd fraud; 
- Assessmeпt of matters reported оп the Group's whistleblowiпg hеІрІіпе апd the results of maпagemeпt's iпvestigatioп of such matters; 
- Reviewiпg correspoпdeпce with апd reports to relevaпt regulatory authorities; 
- Challengiпg assumptioпs апd judgemeпts made Ьу maпagemeпt іп their sigпificaпt accountiпg estimates, іп particular іп relatioп 

to long-term coпtract accouпtiпg апd the impairmeпt of іпtапgіЬІе fixed assets (see related key audit matters below); 
- ldeпtifyiпg апd testiпg jourпal eпtries, іп particular апу journal eпtries posted with uпusual accouпt combiпatioпs or posted Ьу 

seпior maпagemeпt; апd 
- lпcorporatiпg elemeпts of uпpredictability іпtо the audit procedures performed. 

There are iпhereпt limitatioпs іп the audit procedures described above апd the further removed поп-соmрІіапсе with laws апd regulatioпs 
is from the eveпts апd traпsactioпs reflected іп the fіпапсіаІ statemeпts, the less likely we would become aware of it. Also, the risk of поt 
detectiпg а material misstatemeпt due to fraud is higher thaп the risk of поt detectiпg опе resultiпg from error, as fraud may iпvolve deliberate 
сопсеаІmепt Ьу, for example, forgery or іпtепtіопаІ misrepreseпtatioпs, or through collusioп. 

Кеу audit matters 
Кеу audit matters аге those matters that, іп the auditors' professioпal judgemeпt, were of most sigпificaпce іп the audit of the fіпапсіаІ 
statemeпts of the curreпt period апd iпclude the most sigпificaпt assessed risks of material misstatemeпt (whether or поt due to fraud) 
ideпtified Ьу the auditors, iпcludiпg those which had the greatest effect оп: the overall audit strategy; the аІІосаtіоп of resources іп the audit; 
апd directiпg the efforts of the eпgagemeпt team. These matters, апd апу commeпts we make оп the results of our procedures thereoп, were 
addressed іп the coпtext of our audit of the fіпапсіаІ statemeпts as а whole, апd іп formiпg our оріпіоп thereoп, апd we do поt provide а 
separate оріпіоп оп these matters. This is поt а complete list of аІІ risks ideпtified Ьу our audit. 

Кеу audit matter 

long-term contract accounting 
Refer to page 68 (Report of the Audit Committee) and page 111 (note 1, 
Sigпificaпt accouпtiпg policies - Reveпue from coпtracts with customers) апd 
page 118 (note 2, Reveпue from coпtracts with customers апd other іпсоmе). 

QiпetiQ Group ріс has а large пumber of coпtracts which sрап multiple periods 
апd are accouпted for оп а perceпtage of completioп (РОС) basis. 

Loпg-term coпtractiпg accouпtiпg requires а пumber of judgemeпts апd 
maпagemeпt estimates to Ье made, particularly calculatiпg the forecast costs 
to complete the coпtract. These judgemeпts drive the reveпue апd profit 
recogпitioп, апd together with cash paid Ьу the customer, impact the balance 
sheet positioп at the year епd. 

Oпerous coпtract provisioпs are recorded where there is ап expectatioп that 
а coпtract will Ье loss-making, апd judgemeпt is applied to determiпe the 
magпitude of апу provisioп. Particular focus is giveп to coпtracts which are 
techпologically challeпgiпg. 

Corporate governance І Іndependent auditors' report 

How our audit addressed the key audit. matter 

We evaluated the contract goverпaпce policies апd coпtrols іп рІасе withiп 
the busiпess, апd tested the desigп апd operatiпg effectiveпess of key controls 
іп рІасе over loпg-term coпtracts. 

We performed risk assessmeпt procedures over the portfolio of coпtracts 
to identify higher-risk coпtracts. These higher-risk coпtracts were selected 
for detailed coпtract reviews. These detailed reviews involved meetiпg with key 
реrsоппеІ to discuss coпtract performaпce, as well as оЬtаіпіпg evidence to 
support coпtract fiпancials. Specifically our procedures included the followiпg: 

We assessed the basis of reveпue recogпitioп to eпsure it is in Ііпе with 
accouпtiпg staпdards 
We agreed overall anticipated revenue to the uпderlyiпg coпtract апd 
validated а sample of customer iпvoices through to cash receipt 
We recalculated reveпue recogпised and agreed both reveпue. costs апd 
associated balance sheet positioпs to the uпderlying geпeral ledger 
We obtaiпed evidence to corroborate maпagemeпt estimates and 
judgements, particularly arouпd costs to complete. Where necessary, 
we obtained correspondeпce with the customer to evideпce progress 
made on the coпtract duriпg the уеаг апd remaiпiпg obligatioпs. 
We validated costs iпcurred апd allocated to contracts during the year 
to supporting documeпtatioп on а соmрапу wide basis. 

For remaiпiпg uпtested low-risk coпtracts, we selected а sample апd 
performed testing over reveпue, agreeing to supporting documeпtatioп 
iпcluding customer coпtracts and validating а sample of customer iпvoices 
to cash receipt. 

We agreed coпtract loss provisioпs recorded based оп the overall outcome 
aпticipated оп the contract through а combination of the procedures above. 

Additioпal testing was performed, where поt sufficieпtly covered Ьу the above, 
over contract-related ЬаІапсе sheet positions. These have Ьееп sample tested 
and agreed to supportiпg documeпtatioп. 

No material exceptioпs were fouпd. 
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Кеу audit matter 

Provisions and contingent liabilities 
Refer to page 68 (Report of the Audit Committee) and page 117 (note 1, 
Significant accountiпg poiicies - Other payabies. provisioпs апd сопtіпgепt 
iiabiiities), page 133 (поtе 22, Provisioпs) and page 149 (поtе 31, Сопtіпgепt 
iiabiiities апd assets). 

QiпetiQ Group ріс holds provisioпs іп respect of iegai. regulatory апd 
eпviroпmentai issues. (Note: Project апd coпtract reiated provisioпs аге 
covered withiп the 'ioпg-term coпtract accouпtiпg' matter above). 

The Group operates іп reguiated enviroпmeпts апd а failure to comply with 
particuiar reguiations couid result іп fiпes апd/ог peпalties. There is judgement 
required in determining the significance of any instances of potentiai 
non-compliance and potentiai iiabiiity based on management's assessment of 
the most likeiy outcome. 

The financiai statements shouid disciose any contiпgent iiabiiities in respect 
of coпtractuai, reguiatory ог iegai issues which have поt Ьееп provided for on 
the basis that they аге not considered to qualify for recognition as provisions. 

lmpairmeпt of goodwill and acquired intangibles 
Refer to page 68 (Report of the Audit Committee), page 117 (поtе 1, Sigпificaпt 
accouпting policies - Busiпess combiпatioпs апd reiated goodwill). page 122 
(note 13, Goodwill) апd page 128 (note 14, lntangibie assets). 

The carrying vaiue of goodwiil associated with the US Giobai Products 
busiпess was writteп dowп to its recoverabie amouпt іп the уеаг eпded 31 
March 2016. As а resuit, апу deterioratioп in these projectioпs ог ап іпсгеаsе 
іп the discount rate appiied may result іп а further write-down Ьеіпg required. 

іп addition. the business has а materiai amount of acquired intaпgible assets. 
iпciuding for recent acquisitions. There is an increased risk of impairmeпt 
where the post-acquisition performaпce of busiпesses acquired is behiпd 
expectations from the time of the originai acquisition. 

The current уеаг acquisitioпs have Ьееп considered withiп the key audit 
matter beiow. 

Accouпting for tax research and development expenditure credits and tax 
uпcertainties 
Refer to page 68 (Report of the Audit Committee). page 117 (note 1, Significaпt 
accouпtiпg poiicies - Taxation). page 124 (поtе 8, Тахаtіоп) and page 130(поtе17, 
Deferred tax). 

The Group has determiпed that it is appropriate to accouпt for the UK's Research 
апd Deveiopmeпt Expeпditure Credit ('RDEC') uпder IAS 12, rather thaп as а 
governmeпt graпt withiп IAS 20. 

Measuremeпt of current tax (iпcludiпg RDEC) and deferred tax requires 
judgemeпts as to the probable amouпt of tax рауаЬіе after the ргерагаtіоп of tax 
filiпgs апd poteпtiai challenge Ьу reievaпt tax authorities. 

There is а risk that the key judgements оп which the provisioпs аге based do поt 
take іпtо accouпt ог do not properly reflect the iatest avaiiable, reiiabie information 
ог an appropriate appiication of reievaпt tax iegisiatioп, and аге either uпder ог 
overstated as а resuit. 

Acquisition accountiпg 
Refer to page 68 (Report of the Audit Committee). page 117 (note 1, Sigпificant 
accouпtiпg poiicies - Business combiпations апd reiated goodwill). and page 
122 (поtе 7, Busiпess Combiпatioпs). 

QiпetiQ Group ріс has compieted two acquisitioпs іп the уеаг. 

Business combiпatioпs аге iпherently of greater risk as they аге oпe-off and 
uпique іп пature. Maпagemeпt have applied key judgemeпts. inciudiпg assessiпg 
the fair vaiue of assets апd iiabiiities acquired. 

А materiai amount of goodwill has resulted from these transactions, creating а 
risk that this may Ье impaired if it is unsupported Ьу the forecast performance 
of the businesses acquired. 

How our audit addressed the key audit matter 

We have assessed management's processes and controis over iegai and 
reguiatory ciaims and issues and made enquiries with in-house Іеgаі counsel. 

We tested the appropriateness of management's assumptions Ьу reference 
to third party evidence for key provisions recorded at the уеаг end. ln doing 
this, we coпciuded on whether our understanding of the business gained 
throughout the audit process corroborated the provisions recorded. 

We challenged management's estimates of the most iikeiy outcomes Ьу 
critically evaiuating the range of possibie outcomes to determine if the 
amounts provided аге appropriate. 

We assessed the adequacy of the Group's financial statement disciosures 
and adherence to accounting standards. 

We found that the judgements formed Ьу management were within an 
acceptable гапgе and disclosures made in the financial statements were 
appropriate. 

We have tested the ргіпсіріеs апd mathematicai iпtegrity of the Group's 
discounted cash fiow modei used to assess goodwill апd intaпgibie assets 
for potentiai impairmeпt. With the assistaпce of our vaiuatioп speciaiists, we 
assessed the growth апd discount rates used in this impairment caicuiation. 
Ьу comparing the Group's assumptions to externai data. We conciuded that 
the Group's assumptions were appropriate. 

We challeпged the cash fiow projectioпs used withiп the modei Ьу геfегепсе to 
curreпt ievei of saies and aпaiysis of maпagemeпt's historic forecasting accuracy. 

We tested the sensitivity of the impairmeпt caicuiation to changes in the 
underiying assumptions and conciuded that there is sufficient headroom 
within the modei such that по impairmeпt is required. 

We assessed whether the Group's disciosures regarding seпsitivity of the 
outcome of the impairment assessment to changes in key assumptioпs 
ргорегіу refiected the risks inherent in the vaiuation of goodwill. We аге 
satisfied that the disciosures made in the financiai statements аге appropriate. 

We have reviewed maпagemeпt's accouпtiпg роіісу for RDEC апd disciosure 
(поtе 8, Тахаtіоп) of its impact оп the Group's uпderlyiпg effective tax rate. 
Maпagemeпt have made а judgemeпt as to whether RDEC shouid Ье 
accounted for uпder iAS 12 ог IAS 20 апd we coпsider the disciosures made 
sufficieпt to епаЬіе а user of the accouпts to ideпtify апd uпderstand the 
impact of maпagemeпt's accouпtiпg роіісу. 

We have used our tax speciaiists to challeпge the appropriateпess of 
maпagement's assumptioпs апd estimates in reiation to tax positioпs, 
iпciudiпg RDEC and recogпition of deferred tax assets. Ьу critically assessiпg 
the гапgе of possibie outcomes. We obtained the iatest соггеsропdепсе 
with the reievaпt tax authorities to corroborate maпagemeпt's coпciusioпs. 

We fouпd that judgemeпts made Ьу maпagemeпt were withiп ап 
acceptabie гапgе. 

We reviewed the disciosures made in respect of tax, іп particuiar arouпd 
estimates and uпcertaiпties, апd аге satisfied that the disciosures made were 
appropriate. 

We have obtained and reviewed the purchase agreements to ensure that 
аІІ terms have been considered and accounted for appropriateiy. 

We used our internai vaiuatioп experts to assess the appropriateness of the 
fair vaiue of acquired intangibies, as caicuiated Ьу management's experts. 

We agreed consideration to supporting documents and ensured that the 
resuiting goodwill is caicuiated accurateiy and supported Ьу the expected 
future performance of the acquired businesses. 

We reviewed the disciosures made in respect of tax, in particuiar around 
estimates and uncertainties, and аге satisfied that the disciosures made 
were appropriate. 

We determined that there were по key audit matters аррІісаЬІе to the Company to communicate in our report. 
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How we tailored the audit scope 
We tailored the scope of our audit to ensure that we performed enough work to Ье аЬІе to give an opinion on the financial statements as а whole. 
taking into account the structure of the Group and the Company, the accounting processes and controls. and the industry in which they operate. 

The only financially significant component within the Group is QinetiQ Limited. The audit of this entity's complete financial information was 
performed Ьу the Group audit team in the UK. This provided sufficient coverage over аІІ financial statement balances. except inventory. We 
performed additional audit procedures over inventory balances at two further entities to ensure sufficient coverage over that financial statement 
line item. One entity was located within the UK and work was performed Ьу the Group audit team. The other entity was l_ocated in the US and work 
was performed Ьу our ІосаІ PwC component audit team. 

ln addition to the above. we performed analytical procedures on the remaining entities to understand key balances and transactions in the year 
and performed additional procedures on any unusual balances identified . 

. The audit procedures performed over the complete financial information of QinetiQ Limited. accounted for 72% of total Group revenue (2018 
coverage: 75%) and 87% of underlying profit before taxation (2018 coverage: 87%). These audit procedures. іп addition to the specific audit 
procedures performed over inventory іп two locatioпs апd goodwill and intaпgibles arisiпg оп acquisitioп. accounted for 88% of total Group assets 
(2018 coverage: 91%). 

The combinatioп of the work referred to above. together with additional procedures performed at Group level, iпcludiпg testiпg of significaпt 
journals posted withiп the coпsolidatioп апd sigпificaпt adjustmeпts made to the fіпапсіаІ statements. gave us the evidence we needed for our 
оріпіоп оп the fіпапсіаІ statemeпts as а whole. 

ОпІу опе component auditor. located іп the US. was iпvolved іп the audit as аІІ other audit procedures were performed Ьу the Group audit team. 
The US business operates under а Ргоху Board which is required to carry оп business with the US Departmeпt of Defeпse. This Proxy Board places 
certaiп restrictioпs оп access to. апd communicatioп of, informatioп outside of the US borders. We plaпned our audit to ensure US реrsоппеІ 
completed the audit work within the US апd obtaiпed approvals for traпsfer of information іп advaпce of undertaking the audit work. The Group 
eпgagement leader met and agreed the audit рІап with our US componeпt audit team. in addition to agreeiпg the format апd сопtепt of 
commuпicatioпs. We determinep the level of iпvolvemeпt we пeeded to have іп the audit work at this reporting eпtity to Ье аЬІе to conclude 
whether sufficieпt appropriate evidence had Ьееп obtaiпed as а basis for our оріпіоп оп the fіпапсіаІ statements as а whole. As the procedures 
performed Ьу this соmропепt were limited to inveпtory only, this iпcluded discussioп with the compoпent team апd atteпdiпg the audit close 
meetiпg Ьу conference саІІ. at which the outcome of аІІ audit findiпgs was discussed. 

The Company audit was performed Ьу the Group audit team at QiпetiQ Group plc's head office іп the UК. Audit procedures were performed over 
the complete fіпапсіаІ informatioп and disclosures for statutory audit purposes only. Audit work over the Сатрапу was поt required for the Group 
audit, as аІІ sigпificaпt ЬаІапсеs within the Сатрапу are eliminated оп coпsolidation. 

Materiality 
The scope of our audit was influeпced Ьу our аррІісаtіоп of materiality. We set certain quaпtitative thresholds for materiality. These. together with 
qualitative coпsideratioпs. helped us to determiпe the scope of our audit and the nature, timing and extent of our audit procedures оп the iпdividual 
fіпапсіаІ statemeпt Ііпе items апd disclosures апd іп evaluating the effect of misstatemeпts, both individually апd іп aggregate. on the fiпancial 
statemeпts as а whole. 

Based оп our professioпal judgemeпt. we determiпed materiality for the finaпcial statemeпts as а whole as follows: 

Overall materiality 

How we determined it 

Rationale for benchmark applied 

Group financial statements 

Еб.1 million (2018: Е5.В million). 

5°-І. of under\ying profit before tax. 

Based on the benchmarks used in the Annual 
Report, underlying profit before tax is one of the 
primary measures used Ьу the shareholders in 
assessing the performance of the Group, and is а 
generally accepted auditing benchmark. Іt is 
considered appropriate to exclude specific adjusting 
items due to the nature of these balances as 
disclosed in note 4 of the financial statements. 

Corporate governance І lndependent auditors' report 

Company financial statements 

Е4.8 million (201 В: Е4.В million). 

1 % of total assets. 

We believe that total assets is the primary measure used Ьу the 
shareholders in assessing the performance of this entity, and is 
а generally accepted auditing benchmark for non-trading entities. 
This materiality relates to the audit for the statutory entity only. 
as the Company was not in scope for the Group audit. 
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For each соmропепt іп the scope of our Group audit, we allocated а materiality that is less thaп our overall Group materiality. The гапgе 
of materiality allocated across compoпeпts was betweeп Е3.О mіІІіоп апd (5.8 mіІІіоп. Сегtаіп compoпeпts were audited to а ІосаІ statutory 
audit materiality that was also less thaп our overall Group materiality. 

We agreed with the Audit Committee that we would report to them misstatemeпts ideпtified duriпg our audit above (300,000 {Group audit) 
{2018: (290,000) апd (240,000 {Соmрапу audit) {2018: (240,000) as well as misstatemeпts below those amouпts that, іп our view. warraпted 
reportiпg for qualitative reasoпs. 

Goiпg сопсегn 
Іп accordaпce with ISAs {UK) we report as follows: 

Reporting obligation 

We are required to report if we have anything material to add or draw attention 
to in respect of the Directors' statement in the financial statements about 
whether the Directors considered it appropriate to adopt the going concern 
basis of accounting in preparing the financial statements and the Directors' 
identification of any material uncertainties to the Group's and the Company's 
ability to continue as а going concern over а period of at least 12 months from 
the date of approval of the financial statements. 

We are required to report if the Directors' statement relating to going concern 
in accordance with Listing Rule 9.8.бR(З) is materially inconsistent with our 
knowledge obtained in the audit. 

Reporting on other information 

Outcome 

We have nothing material to add or to draw attention to. 

However, because not аІІ future events ог conditions сап Ье predicted, this 
statement is not а guarantee as to the Group's and Company's ability to 
continue as а going concern. For example. the terms on which the United 
Kingdom may withdraw from the European Union are not сІеаг. and it is 
difficult to evaluate аІІ of the potential implications on the group's trade, 
customers. suppliers and the wider economy. 

We have nothing to report. 

The other iпformatioп comprises аІІ of the iпformatioп іп the АппuаІ Report other thaп the fіпапсіаІ statemeпts апd our auditors' report thereoп. 
The Directors аге respoпsible for the other iпformatioп. Our оріпіоп оп the fіпапсіаІ statemeпts does поt cover the other iпformatioп апd. 
accordiпgly, we do поt express ап audit оріпіоп ог. except to the exteпt otherwise explicitly stated іп this report, апу form of assuraпce thereoп. 

Іп соппесtіоп with our audit of the fiпancial statemeпts. our respoпsibility is to read the other iпformatioп апd, іп doiпg so. consider whether the 
other iпformatioп is materially incoпsisteпt with the fіпапсіаІ statements ог our kпowledge obtaiпed іп the audit, ог otherwise appears to Ье 
materially misstated. Іf we ideпtify ап аррагепt material іпсопsіstепсу ог material misstatemeпt, we аге required to perform procedures to coпclude 
whether there is а material misstatemeпt of the fiпancial statemeпts ог а material misstatemeпt of the other iпformatioп. Іf. based оп the work we 
have performed. we coпclude that there is а material misstatemeпt of this other iпformatioп. we аге required to report that fact. We have пothiпg 
to report based оп these respoпsibilities. 

With respect to the Strategic report апd Directors' report. we also coпsidered whether the disclosures required Ьу the UK Compaпies Act 2006 
have Ьееп iпcluded. 

Based оп the respoпsibilities described above апd our work uпdertakeп іп the course of the audit. the Compaпies Act 2006 (САО6), ISAs {UK) апd 
the Listiпg Rules of the FіпапсіаІ Coпduct Authority {FCA) require us also to report сегtаіп оріпіопs апd matters as described below (required Ьу 
ISAs {UK) uпless otherwise stated). 

Strategic report апd Directors' report 
Іп our оріпіоп, based оп the work uпdertakeп іп the course of the audit, the informatioп giveп іп the Strategic Report апd Directors' Report for 
the year eпded 31 March 2019 is coпsisteпt with the fіпапсіаІ statemeпts апd has Ьееп prepared іп accordaпce with аррІісаЬІе legal requiremeпts. 
{САО6) 

Іп light of the kпowledge апd uпderstaпdiпg of the Group апd Соmрапу апd their епvігопmепt obtaiпed іп the course of the audit. we did поt 
ideпtify апу material misstatemeпts іп the Strategic report апd Directors' report. {САО6) 

The directors' assessment of the prospects of the Group апd of the рrіпсіраІ risks that would threaten the solveпcy or liquidity of the 
group 
We have пothiпg material to add or draw atteпtioп to regardiпg: 
- The directors' coпfirmatioп оп page 67 of the Aпnual Report that they have carried out а robust assessmeпt of the рrіпсіраІ risks faciпg the 

Group, iпcludiпg those that would threateп its busiпess model, future performaпce. solvency or liquidity. 
- The disclosures іп the АппuаІ Report that describe those risks апd ехрІаіп how they are Ьеіпg maпaged or mitigated. 
- The directors' ехрІапаtіоп оп page 37 of the АппuаІ Report as to how they have assessed the prospects of the group, over what period they have 

dопе so апd why they coпsider that period to Ье appropriate. апd their statemeпt as to whether they have а reasoпable expectatioп that the 
group will Ье аЬІе to сопtіпuе іп operatioп апd meet its liabilities as they fall due over the period of their assessmeпt, includiпg апу related 
disclosures drawiпg atteпtioп to апу пecessary qualificatioпs ог assumptions. 
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We have пothiпg to report haviпg performed а review of the Directors' 
statemeпt that they have carried out а robust assessmeпt of the 
рrіпсіраІ risks faciпg the Group апd statemeпt іп relatioп to the 
loпger-term viability of the Group. Our review was substaпtially less 
іп scope thaп ап audit апd опІу coпsisted of makiпg iпquiries апd 
coпsideriпg the Directors' process supportiпg their statemeпts; 
checkiпg that the statemeпts are іп aligпment with the relevaпt 
provisioпs of the UK Corporate Governaпce Code (the "Code"); апd 
coпsideriпg whether the statemeпts are coпsisteпt with the kпowledge 
апd uпderstaпdiпg of the Group апd Соmрапу апd their eпviroпmeпt 
obtaiпed іп the course of the audit. (Listiпg Rules) 

Other Code Provisioпs 
We have пothiпg to report іп respect of our respoпsibility to report 
wheп: 
- The statemeпt giveп Ьу the directors, оп page 95, that they coпsider 

the АппuаІ Report takeп as а whole to Ье fair, ЬаІапсеd апd 
uпderstaпdable, апd provides the iпformatioп пecessary for the 
members to assess the group's апd compaпy's positioп апd 
performaпce. busiпess model апd strategy is materially iпcoпsisteпt 
with our kпowledge of the group апd соmрапу obtaiпed іп the 
course of performiпg our audit. 

- The sectioп of the АппuаІ Repoгt оп page 68 describiпg the work 
of the Audit Committee does поt appropriately address matters 
commuпicated Ьу us to the Audit Committee. 

- The directors' statemeпt relatiпg to the compaпy's соmрІіапсе with 
the Code does поt properly disclose а departure from а relevaпt 
provisioп of the Code specified, uпder the Listiпg Rules, for review 
Ьу the auditors. 

Directors' Remuпeratioп 
Іп our оріпіоп, the part of the Directors' Remuпeratioп Report to Ье 
audited has Ьееп properly prepared іп accordaпce with the Compaпies 
Act 2006. (САО6) 

Responsibilities for the financial statements and the audit 
Respoпsibilities of the directors for the fіпапсіаІ statemeпts 
As ехрІаіпеd more fully іп the Statemeпt of Directors' Respoпsibilities 
set out оп page 95, the directors are respoпsible for the preparatioп of 
the fіпапсіаІ statemeпts іп accordaпce with the аррІісаЬІе framework 
апd for Ьеіпg satisfied that they give а true апd fair view. The directors 
are also respoпsible for such іпtеrпаІ coпtrol as they determiпe is 
пecessary to епаЬІе the preparatioп of fіпапсіаІ statemeпts that are 
free from material misstatemeпt, whether due to fraud or error. 

Іп prepariпg the fіпапсіаІ statemeпts, the directors are respoпsible for 
assessiпg the Group's апd the Compaпy's ability to сопtіпuе as а goiпg 
сопсеrп, disclosiпg as аррІісаЬІе, matters related to goiпg сопсеrп апd 
usiпg the goiпg сопсегn basis of accouпtiпg uпless the directors either 
іпtепd to liquidate the group or the соmрапу or to cease operatioпs, or 
have по realistic alterпative but to do so. 

Auditors' respoпsibilities for the audit of the fіпапсіаІ statemeпts 
Our objectives are to оЬtаіп reasoпable assuraпce about whether the 
fіпапсіаІ statemeпts as а whole are free from material misstatemeпt, 
whether due to fraud or error, апd to issue ап auditors' report that 
iпcludes our оріпіоп. Reasoпable assuraпce is а high level of assuraпce, 
but is поt а guaraпtee that ап audit coпducted іп accordaпce with ISAs 

Carporate governance l lndependent auditors' report 

Corporate Governance -

(UK) will always detect а material misstatemeпt wheп it exists. 
Misstatemeпts сап arise from fraud or error апd are coпsidered 
material if, iпdividually or іп the aggregate, they could reasoпably 
Ье expected to іпfІuепсе the есопоmіс decisioпs of users takeп 
оп the basis of these fіпапсіаІ statemeпts. 

А further descriptioп of our respoпsibilities for the audit of 
the fіпапсіаІ statemeпts is located оп the FRC's website at: 
www.frc.org.uk/auditorsrespoпsibilities. This descriptioп forms 
part of our auditors' report. 

Use of this report 
This report, iпcludiпg the оріпіопs, has Ьееп prepared for апd опІу for 
the compaпy's members as а body іп accordaпce with Chapter 3 of 
Part 16 of the Compaпies Act 2006 апd for по other purpose. We do 
поt, іп giviпg these оріпіопs, accept or assume respoпsibility for апу 
other purpose or to апу other persoп to whom this report is showп or 
іпtо whose haпds it may come save where expressly agreed Ьу our 
prior сопsепt іп writiпg. 

Other required reporting 
Companies Act 2006 exception reporting 
Uпder the Compaпies Act 2006 we are required to report to you if. 
іп our оріпіоп: 
- we have поt received аІІ the iпformatioп апd ехрІапаtіопs we require 

for our audit; or 
- adequate accouпtiпg records have поt Ьееп kept Ьу the соmрапу, 

or returпs adequate for our audit have поt Ьееп received from 
braпches поt visited Ьу us; or 

- сегtаіп disclosures of directors' remuпeratioп specified Ьу law are 
поt made; or 

- the соmрапу finaпcial statemeпts апd the part of the Directors' 
Remuпeratioп Report to Ье audited are поt іп agreemeпt with 
the accouпtiпg records апd returпs. 

We have по exceptioпs to report arisiпg from this respoпsibility. 

Appointment 
Followiпg the recommeпdatioп of the Audit Committee, we were 
appoiпted Ьу the members оп 22 Juпe 2017 to audit the fіпапсіаІ 
statemeпts for the year eпded 31 March 2018 апd subsequeпt fіпапсіаІ 
periods. The period of total uпiпterrupted eпgagemeпt is two years, 
coveriпg the years eпded 31 March 2018 to 31 March 2019. 

Julian Gray (Senior Statutory Auditor) 
for апd оп behalf of PricewaterhouseCoopers LLP 
Chartered Accouпtaпts апd Statutory Auditors 
Southamptoп 

23 Мау 2019 
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QinetiQ's SPUR robot which won the competition 
for the US Army's Common Robotic System­
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Consolidated income statement 
For the year ended 31 March 

2019 2018 

Specific Specific 
adjusting adjusting 

АІІ figures in Є million Note Underlying· items· Total Underlying• items· Total 

Revenue1 2, 3 911.1 911.1 833.0 833.0 

Operating costs excluding depreciation and amortisation. (762.5) (2.7) (765.2) (690.9) (690.9) 

Other income 2 10.б 0.2 10.8 9.7 21.1 30.8 

ЕВІТDА ( earnings before interest, tax, depreciation 
and amortisation) 159.2 (2.5) 156.7 151.8 21.1 172.9 

Depreciation and impairment of property, plant and equipment З, 15 (32.1) (3.7) (35.8) (25.6) (25.б) 

Amortisation of intangible assets З, 14 (3.2) (3.9) (7.1) (З.7) (2.б) (б.З) 

Operating profit/(loss) 3 123.9 (10.1) 113.8 122.5 18.5 141.0 

Gain оп sale of investments 1.1 1.1 

Finance income б 1.2 8.2 9.4 0.7 4.2 4.9 

Finance expense б (1.1) (1.1) (1.1) (1.1) 

Profit/(loss) before tax 5 124.0 (0.8) 123.2 122.1 22.7 144.8 

Taxation ( expense )/income 8 (12.5) 3.2 (9.3) {13.1) 6.4 (6.7) 

Profit for the year attributable to equity shareholders 111.5 2.4 113.9 109.0 29.1 138.1 

Eamings per share 

Basic 12 19.7р 20.lp 19.3р 24.4р 

Diluted 12 19.бр 20.Ор 19.2р 24.3р 

1 Revenue excludes the share of revenue of joint ventures Єl .9m (2018: nil). 
AJternative performance measures are used to supplement the statutory figures. These are additional financial indicators used Ьу management intemally to assess the undertying 
performance of the Group. Oefin~ions сап Ье found in the glossary оп page 159. Also refer to note 1 and note 4 for details of 'specific adjusting items'. 
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Financial Statements -

Consolidated comprehensive income statement 
For the year ended 31 March 

АІІ figures in Е: million 2019 2018 

Profit for the year 113.9 138.1 

Іtems that w1l/ not Ье reclassified to profit or loss: 

Actuarial (loss )/gain recognised in defined benefit pension schemes (66.4) 143.6 

Тах on items that will not Ье reclassified to profit and loss 11.3 (24.4) 

Total items that will not Ье reclassified to profit or loss (55.1) 119.2 

ttems that тау Ье reclassified to profit or loss: 

Foreign currency translation gains/(losses) on foreign operations 4.6 (9.7) 

Movement in deferred tax on foreign currency translation (0.4) (1.0) 

lncrease/(decrease) in fair value of hedging derivatives 1.8 (2.2) 

Movement in deferred tax hedging derivatives (0.2) 0.4 
Recycling of gain on disposal of investment (1.1) 

Fair value gains/(losses) оп available-for-sale investments 0.7 (О.б) 

Total items that may Ье reclassified to profit or loss 5.4 {13.1) 

Other comprehensive (expense)/income for the year, net of tax (49.7) 106.1 

Total comprehensive income for the year 64.2 244.2 

Consolidated statement of changes in equity 
For the year ended 31 March 

lssued Capital Non-
share redemption Share Hedge Translation Retained controlling Total 

АІІ figures in Е: million capital reserve premium reserve reserve earnings Total interest equity 

At 1 АргіІ 2018 5.7 40.8 147.б (1.8) (0.4) 552.2 744.1 0.2 744.3 

Profit for the уеаг 113.9 113.9 113.9 

Acquisition of partially owned subsidiary 2.0 2.0 

Other comprehensive income/(expense) 
for the year, пеt of tax 1.6 4.2 (55.5) (49.7) (49.7) 

Purchase of оwп shares (0.7) (О.7) (0.7) 

Share-based payments 5.9 5.9 5.9 

Deferred tax on share options 1.0 1.0 1.0 

Dividends (35.7) (35.7) (35.7) 

At 31 March 2019 5.7 40.8 147.6 (0.2) 3.8 581.1 778.8 2.2 781.0 

At 1 АргіІ 2017 5.7 40.8 147.б 10.3 328.0 532.4 0.2 532.6 

Profit for the уеаг 138.1 138.1 138.1 

Other comprehensive income/(expense) 
for the year. пеt of tax (1.8) (10.7) 118.6 106.1 106.1 

Pu1·chase of uw11 ~l 1<1res (0.7) (0.7) (0.7) 

Share-based payments 2.7 2.7 2.7 

Dividends (34.5) (34.5) (34.5) 

At 31 March 2018 5.7 40.8 147.6 (1.8) (0.4) 552.2 744.1 0.2 744.3 
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Consolidated balance sheet 
As at 31 March 

АІІ figures in f. million 

Non-current assets 

Goodwill 

lntangible assets 

Property, plant and equipment 

Other financial assets 

Equity accounted investments 

Retirement benefit surplus 

Deferred tax asset 

Current assets 

lnventories 

Other financial assets 

Trade and other receivables 

lnvestments 

Current tax receivable 

Assets held for sale 

Cash and cash equivalents 

Total assets 

Current liabilities 

Trade and other payables 

Current tax рауаЬІе 

Provisions 

Other financial liabilities 

Non-current liabilities 

Deferred tax liability 

Provisions 

Other financial liabilities 

Other payables 

Total liabilities 

Net assets 

Capital and reserves 

Ordinary shares 

Capital redemption reserve 

Share premium account 

Hedging reserve 

Translation reserve 

Retained earnings 

Capital and reserves attributable to shareholders of the parent company 

Non-controlling interest 

Total shareholders' funds 
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Note 

13 

14 

15 

23 

16 

29 

17 

18 

23 

19 

20 

15 

23 

21 

22 

23 

17 

22 

23 

21 

27 

2019 2018 

148.6 101.5 

88.5 41.1 

298.0 269.0 

0.9 о.з 

4.5 2.2 

259.1 316.2 

7.8 6.4 

807.4 736.7 

40.1 38.1 

0.5 16.9 

208.5 150.3 

0.7 

1.5 

1.9 1.2 

190.В 254.1 

443.3 461.3 

1,250.7 1,198.0 

(346.б) (334.9) 

(8.5) (8.9) 

(6.2) (б.О) 

(1.В) (2.6) 

(363.1) (352.4) 

(73.1) (66.4) 

(10.7) (14.3) 

(1.9) (1.9) 

(20.9) (18.7) 

(106.6) (101.3) 

(469.7) (453.7) 

781.0 744.3 

5.7 5.7 

40.В 40.8 

147.6 147.6 

(О.2) (1.8) 

3.8 (0.4) 

581.1 552.2 

778.8 744.l 

2.2 0.2 

781.0 744.3 



Financial Statements -

Consolidated cash flow statement 
For the year ended 31 March 

АІІ figures in Є million Note 2019 2018 

Underfying net cash inflow from operations 26 126.З 126.5 

(Less)/add back specific adjusting items 26 (О.7) 5.9 

Net cash inflow from operations 26 125.6 132.4 

Тах paid (10.7) (15.7) 

lnterest received 1.3 0.7 

lnterest paid (0.7) (0.7) 

Net cash inflow from operating activities 115.5 116.7 

Purchases of intangible assets (10.6) (8.5) 

Purchases of property, plant and equipment (77.0) (46.О) 

Proceeds from disposals of plant and equipment 6.9 

Proceeds from sale of property 5.3 23.1 

Proceeds from sale of investments 1.5 

Acquisition of businesses (61.2) (1.1) 

lnvestment in joint venture (1.6) (0.5) 
Proceeds from disposal of available-for-sale-investments 15.7 

lnvestment in available-for-sale investments (5.0) 

Net cash outflow from investing activities (121.0) (ЗВ.О) 

Purchase of own shares (0.7) (0.7) 

Dividends paid to shareholders (35.7) (34.5) 

Repayment of external bank loan 7 {20.О) 

Payment of bank facility arrangement fee (1.5) 

Capital element of finance lease payments (0.4) 

Net cash outflow from financing activities (58.3) (35.2) 

(Decrease)/increase in cash and cash equivalents {63.8) 43.5 

Effect of foreign exchange changes on cash and cash equivalents 0.5 (1.2) 

Cash and cash equivalents at beginning of the year 254.1 211.8 

Cash and cash equivalents at end of the year 23 190.8 254.1 

Reconciliation of movement іп net cash for the year ended 31 March 

АІІ figures in Є million Note 2019 2018 

(Decrease)/increase in cash and cash equivalents in the year (63.8) 43.5 

Add back net cash flows not impacting net cash 6.2 5.0 

Change in net cash resulting from cash flows (57.б) 48.5 

Finance leases and debt recognised on acquisition (22.7) 

Other movements including foreign exchange 2.0 (З.б) 

(Decrease)/increase in net cash as defined Ьу the Group (78.3) 44.9 

Net cash as defined Ьу Group at the beginning of the year 266.8 221.9 

Net cash as defined Ьу Group at the end of the year 23 188.5 266.8 

Less: other financial assets and liabilities 23 2.3 (12.7) 

Total cash and cash equivalents 23 190.8 254.1 
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Notes to the Financial Statements 

1. Significant accounting policies 
QinetiQ Group ріс ('the Company') is а public limited company, which is listed on the London Stock Exchange and is incorporated and domiciled in 
United Kingdom. The consolidated financial statements of the Group comprise statements for the Company and its subsidiaries, together referred 
to as 'the Group'. · 

Accounting policies 
Тhе following accounting policies have been applied consistently to аІІ periods presented in dealing with items that are considered inaterial in 
relation to the Group's financial statements. ln the income statement, the Group presents specific adjusting items separately. ln thejudgement of 
the Directors, for the reader to obtain а proper understanding of business performance, specific adjusting items need to Ье disclosed separately. 
Underlying measures of performance exclude specific adjusting items. 

Specific adjusting items include the following: 

ltem 

Amortisation of intangible assets arising from acquisitions 

Pension net finance income and pension past service cost 

Gains/losses on disposal of property, investments and intellectual property 

Transaction & integration costs in respect of business acquisitions 

lmpairment of property 

The tax impact of the above 

Other significant non-recurring deferred tax movements 

Distorting due to 
irregular nature 

year оп year 

Тhе financial impact of each item is reported in note 4 to these financial statements. 

Basis of preparation 

Distorting due to Does not reflect in-year 
fluctuating nature operational perforrnance 

( size and sign) of continuing business 

The Group's financial statements, approved Ьу the Directors, have been prepared on а going concern basis as discussed in the Directors' report on 
page 95 and in accordance with lnternational Financial Reporting Standards as adopted Ьу the EU (IFRS) and the Companies Act 2006 аррІісаЬІе 
to companies reporting under IFRS. The Company has elected to prepare its parent company financial statements in accordance with UK GAAP 
(FRS 101 ); these are presented on page 151. The financial statements have been prepared under the historical cost convention, as modified Ьу the 
revaluation of available-for-sale financial assets and other relevant financial assets and liabilities. The Group's reporting currency is Sterling and 
unless otherwise stated the financial statements are rounded to the nearest El 00,000. 

Basis of consolidation 
The consolidated financial statements comprise the financial statements of the Company and its subsidiary undertakings to 31 March 2019. 
The purchase method of accounting has been adopted. Those subsidiary undertakings acquired or disposed of in the period are included іп the 
consolidated income statement from the date control is obtained to the date that control is lost (usually on acquisition and disposal respectively). 
An investor controls an investee when it is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to 
affect those returns through its power over the investee. This is the IFRS 1 О definition of 'control'. 

The Group comprises certain entities that are operated under the management of а Proxy Board. Details of the ProJiy Board arrangements апd 
the powers of the Proxy holders and QinetiQ management are set out in the Corporate Govemance section of this Annual Report. IFRS 1 О is the 
accounting standard now аррІісаЬІе in respect of consolidation of entities. This does поt specifically deal with proxy situations. However, having 
considered the terms of the Proxy agreement, the Directors consider that the Group meets the requirements of IFRS 1 О in respect of control over 
such affected entities and, therefore, consolidates these entities in the consolidated accounts. 

An associate is an undertaking over which the Group exercises significant influence, usually from 20%-50% of the equity voting rights, in respect 
of financial and operating роІісу. А joint venture is ап undertaking over which the Group exercises joint control. Associates and joint ventures are 
accounted for using the equity method from the date of acquisition to the date of disposal. Тhе Group's investments in associates and joint 
ventures are held at cost including goodwill on acquisition and any post-acquisition changes in the Group's share of the net assets of the associate 
less any impairment to the recoverable amount. Where an associate or joint venture has net liabilities, full provision is made for the Group's share 
of liabilities where there is а constructive or legal obligation to provide additional funding to the associate or joint venture. 

The financial statements of subsidiaries, joint ventures and associates are adjusted where necessary to ensure compliance with Group 
accounting policies. 

108 QinetiQ Group рІс Annual Report and Accounts 2019 



Financial Statements -

Recent accounting developments 
Developmeпts adopted Ьу the Group in 2019 with по material impact on the fіпапсіаІ statements 
The followiпg JFRS апd EU-endorsed staпdards апd ameпdments, improvements and interpretations of published staпdards аге effective for 
accouпtiпg periods beginпing on ог after l Jaпuary 2018 апd have Ьееп adopted with no material impact on the Group's fіпапсіаІ statements: 

- Ameпdments to IFRS 2 'Share based paymeпts', оп clarifying how to accouпt for certain types of share-based paymeпt traпsactioпs 
- Ameпdmeпts to IFRS 4 'Jnsuraпce coпtracts' regardiпg the implemeпtatioп of IFRS 9 'FіпапсіаІ iпstrumeпts' 
- Ameпdmeпts to JAS 40 'Jпvestmeпt property', relatiпg to traпsfers of iпvestment ргорегtу 
- IFRIC 22 'Foreigп сuггепсу traпsactioпs апd advaпce сопsіdегаtіоп' 

АппuаІ improvemeпt 2014-201 б сусІе have Ьееп adopted with effect from l Jaпuary 2018. No changes to the previously published accouпtiпg 
policies ог other adjustments were required оп the adoptioп of these ameпdmeпts. 

IFRS 7 5 Reveпue from Coпtracts with Customers 
Іп the curreпt уеаг the Group has applied IFRS 15 Reveпue from Coпtracts with Customers (as ameпded іп АргіІ 2016). IFRS 15 establishes 
а five-step model to accouпt for reveпue arisiпg from coпtracts with customers. The model iпcludes ideпtifyiпg the coпtract with the customer, 
ideпtifyiпg the performaпce obligatioпs іп the coпtract, determiпiпg the traпsactioп ргісе, allocatiпg the traпsactioп ргісе to the performaпce 
obligatioпs іп the coпtract апd recogпisiпg the reveпue wheп the eпtity satisfies а performaпce obligatioп. 

The пеw reveпue staпdard supersedes аІІ previous reveпue гесоgпіtіоп requiremeпts uпder IFRS апd required either а full retrospective аррІісаtіоп 
ог а cumulative effect traпsitioпal method. The Group adopted the пеw staпdard usiпg the cumulative effect tгапsіtіопаІ method without usiпg 
the practical expedieпts for modified coпtracts іп IFRS l 5.C5(c). This method requires, if the impact of adoptioп is material, ап adjustmeпt to the 
орепіпg ЬаІапсе of equity in the period of adoptioп without haviпg to restate comparative amouпts. The adoptioп of IFRS 15 has поt had а 
sigпificaпt impact оп QiпetiQ's reported fіпапсіаІ performaпce. This was as expected giveп the пature of our coпtracts апd QiпetiQ's historic 
method of accouпtiпg (usiпg 'perceпtage of completioп' accouпtiпg for service coпtracts as opposed to milestoпe accouпtiпg). 

QiпetiQ performed а detailed assessmeпt of the impact of implemeпtiпg IFRS 15. АІІ major loпg-term service coпtracts (LTPA, CATS, NCSISS, 
MSCA апd FAST), which accouпted for approximately 39% of FYl 8 reveпue, were assessed Ьу the Group Fіпапсе team апd the Compaпy's 
auditors іп detail апd coпcluded оп iпdividually. Maпagemeпt withiп each busiпess uпit also assessed аІІ other coпtracts greater thaп fl m апd 
which exteпded Ьеуопd FYl 8 іпtо FYl 9. We have поt ideпtified апу coпtracts іп total, ог рагt coпtracts (іп the form of performaпce obligatioпs ), 
where we would пееd to move from recogпisiпg reveпue over time to recogпisiпg reveпue at а роіпt іп time. The majority of QiпetiQ's coпtracts 
аге largely either loпg-term service coпtracts where the customer beпefits from QiпetiQ's performaпce throughout the coпtract, ог they аге loпg­
term desigп, build апd delivery coпtracts which аге highly bespoke апd have по alterпative use to QiпetiQ (апd QiпetiQ have а right to payment for 
work performed to date). Therefore, it remaiпs appropriate to recogпise reveпue over time usiпg an iпput-based methodology (cost-to-cost). Where 
IFRS 15 has required the disaggregatioп of coпtracts іпtо distiпct performaпce obligatioпs, this does поt materially alter the revenue recogпised 
compared to the loпg-term perceпtage completioп methodology previously applied. Product shipmeпt coпtracts with сопtгоІ clauses were 
assessed to determiпe the роіпt іп time wheп reveпue shall Ье recogпised Ьу coпsideriпg the additioпal iпdicators highlighted іп the пеw staпdard. 
lt was determiпed that there was по material impact оп QiпetiQ роіпt іп time reveпue гесоgпіtіоп. No adjustmeпt to the орепіпg ЬаІапсе of equity 
has Ьееп required followiпg implemeпtatioп of IFRSl 5. Моге exteпsive disclosures аге required, however. (See поtе 2) 

IFRS 15 requires the гесоgпіtіоп of ап asset іп respect of іпсгеmепtаІ costs of оЬtаіпіпg а coпtract with а customer where it is expected these 
costs will Ье recovered. We have determiпed that this has miпimal impact to the Group, as еvеп though many of our coпtracts аге siпgle-sourced, 
we do поt typically іпсuг qualifyiпg іпсгеmепtаІ costs (iпcludiпg third рагtу expeпses) іп securiпg those coпtracts that would Ье coпsidered 
recoverable. 

IFRS 15 uses the terms 'coпtract assets' апd 'coпtract liabilities' to describe what was kпоwп as 'amouпts recoverable uпder coпtracts' апd 
'deferred іпсоmе'; however the Staпdard does поt prohibit ап eпtity from usiпg alternative descriptioпs іп the ЬаІапсе sheet. The Group has 
adopted the пеw termiпology used іп IFRS 15 to describe such ЬаІапсеs. 

The Group's accouпtiпg policies for its reveпue streams аге disclosed іп detail оп pages 111-112. 

IFRS 9 fіпапсіаІ iпstrumeпts 
IFRS 9 addresses the classificatioп, measuremeпt апd гесоgпіtіоп of fіпапсіаІ assets апd fіпапсіаІ liabilities, iпtroduces а пеw impairmeпt model 
for fіпапсіаІ assets, as well as пеw rules for hedge accouпtiпg. The пеw staпdard has replaced IAS 39 іп its eпtirety апd is effective for аппuаІ 
periods Ьеgіппіпg оп ог after l Jaпuary 2018. The Group adopted the пеw staпdard duriпg the curreпt герогtіпg period, FYl 9, апd has поt restated 
comparative periods. АІІ compoпeпts of the staпdard, iпcludiпg пеw rules for hedge accouпtiпg апd impairmeпt, аге applied prospectively. 

The impact of adoptiпg the пеw staпdard іп FYl 9 resulted іп сегtаіп fіпапсіаІ assets Ьеіпg reclassified from fair value through other 
compreheпsive іпсоmе to fair value through profit апd loss. This chaпge has поt had а material impact оп profit іп FYl 9 as these fіпапсіаІ 
assets were sold duriпg the period without апу sigпificaпt іпсгеаsе іп fair value. Gaiпs previously held іп other compreheпsive іпсоmе have 
been released to equity. 
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Notes to the Financial Statements сопt1Пиеd 

1. Significant accounting policies continued 
Derivative financial instruments designated as cash flow hedges under IAS 39 in the ргіог регіоd shall continue to Ье classified as such and 
continue to qualify for hedge accounting under IFRS 9. Trade and other receivables previously classified as 'loans and receivables' and measured 
at amortised cost under IAS 39 аге now classified as 'financial assets at fair value through profit and loss' and measured at amortised costs under 
IFRS 9. Loans and receivables no longer exist as а classification category under IFRS 9. Trade and other payables previously classified and 
measured at amortised cost under IAS 39 shall continue to Ье classified and measured at amortised costs under IFRS 9. 

The Group's trade receivables аге subject to the new expected credit loss impairment model under IFRS 9. ln determining the recoverability of 
trade receivables. the Group considers any change in the credit quality of each trade receivable from the date credit was granted to the reporting 
date using forward looking information. The Group assessed credit risk to Ье limited as а result of the high percentage of revenue derived from 
UK and US government agencies. For non-government customers the Group considers the expected credit loss to Ье immaterial to the 
financial statements. 

The changes to impairment and hedge accounting have not had а material impact on the Group financial statements 

Developments expected in future periods for which the impact has been assessed 
IFRS 76 leases 
The new leases standard was published in January 201 б. Under the new standard, companies will recognise new assets and liabilities, bringing 
added transparency to the balance sheet. IFRS 1 б eliminates the current dual accounting model for lessees, which distinguishes between on­
balance sheet finance leases and off-balance sheet operating leases. lnstead, there is а single, on-balance sheet accounting model that is similar 
to current finance lease accounting. Lessor accounting remains similar to current practice - і.е. lessors continue to classify leases as finance 
and operating leases. 

The standard will Ье effective for periods beginning on ог after 1 January 2019, і.е. FY20 for QinetiQ, using either the full retrospective approach 
or the modified retrospective арргоасh. Early adoption is permitted but QinetiQ plans to adopt the new standard on the required effective date, 
1 April 2019, using the full retrospective approach. Under the full retrospective approach QinetiQ will Ье required to аррІу IFRS 1 б to аІІ periods 
presented as if it had always been applied Ьу restating comparative periods. А third balance sheet (1 АргіІ 2018) is required to Ье presented in 
addition to FYl 9 restated in FY20. The income statement and cash flow statement will only have FYl 9 restated. А detailed change in accounting 
policies note will show а reconciliation between previously reported figures and restated figures for аІІ three statements. QinetiQ will аррІу IAS 17 
when preparing FYl 9 financial statements and then also аррІу IFRS 1 б to ргераге comparative financial information to Ье included in FY20 
financial statements. QinetiQ elected to аррІу the full retrospective approach. А benefit of the full retrospective approach is that financial 
statements will Ье comparable in the first уеаг of adoption. 

When applying the full retrospective approach QinetiQ elected to use the short-term lease and low-value asset exemptions for leases less than 12 
months and lease assets under Е5,ООО. QinetiQ also elected to reassess all leases using new IFRS 1 б lease definitions апd have поt elected to use 
the practical expedient which exempts eпtities from doing so. · 

QinetiQ quaпtified the expected impact on the FYl 9 fіпапсіаІ statements usiпg аІІ available lease iпformation and expectations arouпd extensioпs. 
early terminatioпs and paymeпts as at 31 March 2019. Should there Ье chaпges to апу lease terms duriпg FY20 QinetiQ will coпsider these іп 
lease calculations for the FY20 fіпапсіаІ statemeпts. 

The expected impact оп fіпапсіаІ statements under the full retrospective approach is set out below: 

For the year ended 31 March 2020 2019 

ВаІапсе sheet 

Right-of-use assets 16.7 23.8 

Lease liabilities (19.3) (26.6) 

lncome statement 

Depreciation of right-of-use assets 7.6 7.9 

Finance expense in respect of lease liabilities 0.9 1.1 

Operating lease expense no longer incurred (8.5) (8.9) 

IFRIC 23 'Uncertainty over іпсоте tax treatments' 
This iпterpretatioп was published in June 2017 and is required to Ье applied іп the determiпatioп of taxable profits І losses and tax attributes, when 
there is uncertainty over their treatment uпder IAS 12. 

The primary impact оп QinetiQ arises in геІаtіоп to the provision for potential overseas tax liabilities in territories where the group does not have а 
registered taxable presence (і.е. territories to which the group exports goods ог short term services). Currently, the group holds а provision under 
IASl 2 reftecting the potential risk of QinetiQ's mапу activities across many jurisdictions. This provision is not expected to meet the more 
prescriptive threshold for recognition under IFRIC 23, which explicitly requires consideration of each tax jurisdiction individually. 
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Combiпed with ап assessmeпt of other tax reserves, the estimated impact of the adoptioп of IFRIC 23 іп FY20 is а reductioп іп tax provisioпs 
(withiп curreпt tax рауаЬІе) of approximately E2m. 

Developmeпts expected іп future periods with по material impact оп the Group's fіпапсіаІ statemeпts 
The Directors aпticipate that the adoptioп of the followiпg пеw, revised, ameпded апd improved published staпdards апd iпterpretatioпs, which 
were іп issue at the date of authorisatioп of these fіпапсіа/ statemeпts, will have по materia/ impact оп the fіпапсіаІ statemeпts of the Group wheп 
they become аррІісаЬІе іп future periods: 

- Ameпdmeпts to IFRS З, апd 9 
- Ameпdmeпts to IAS 1, 8, 19 апd 28 

Reveпue from coпtracts with customers 
The Group recogпises reveпue primarily from the followiпg major sources: 

- Through соmЬіпіпg world-leadiпg expertise with uпique facilities to provide techпical assuraпce, test апd eva/uatioп апd tгаіпіпg services 
uпderpiппed Ьу loпg-term coпtracts. 

- Through deliveriпg iппovative solutioпs апd products to meet customer requiremeпts Ьу uпdertakiпg coпtract-fuпded research апd 
deve/opmeпt, deve/opiпg iпtellectual property апd Ьу іпtегпаІ fuпdiпg with poteпtial for пеw reveпue streams. 

Reveпue is measured based оп the coпsideratioп specified іп а coпtract with а customer апd excludes amouпts collected оп behalf of third 
parties. The Group recogпises reveпue wheп it traпsfers coпtro/ of а product or service to а customer. The Group 's reveпue coпtracts are 
accouпted for uпder IFRS 15 'Reveпue from Coпtracts with Customers' takiпg іпtо accouпt the requiremeпt to distiпguish betweeп the various 
performaпce obligatioпs withiп а coпtract апd treatiпg these separately. The Group's methodology applies IFRS 15 оп а coпtract-by-coпtract basis 
which iпcludes coпsideratioпs for coпtract modificatioпs, variable coпsideratioп, the determiпatioп of distiпct performaпce obligatioпs, 
determiпatioп of аgепсу апd рrіпсіраІ relatioпships апd Іісепсеs. 

Service coпtracts 
The Group's loпg-term service coпtracts are geпerally 'test апd evaluatioп' or advice-based coпtracts where coпtrol of the service is traпsferred 
over а period of time as the Group performs. At coпtract іпсерtіоп the Group uпdertakes ап assessmeпt to determiпe how mапу distiпct 
performaпce obligatioпs exists withiп а coпtract. As part of the assessmeпt the Group obtaiпs ап uпderstaпdiпg of the overall deliverable to the 
customer through discussioпs with busiпess uпits апd project /eads. Each iпdividua/ deliverable іп the coпtract is theп assessed to determiпe if it 
is ап iпput іпtо the overall deliverable, апd therefore part of а siпgle performaпce obligatioп, or if it is а staпd-aloпe separable deliverable with its 
оwп traпsactioп price апd therefore а distiпct performaпce obligatioп іп its оwп right. Each distiпct performaпce obligatioп ideпtified withiп а 
coпtract is accouпted for separately. 

Сегtаіп service coпtracts have а similar pattern of traпsfer of coпtrol to the customer where each year is effectively the same from а performaпce 
obligatioп perspective. The Group has applied the series guidaпce as permitted withiп the Staпdard to these coпtracts апd accouпts for these as а 
series of distiпct service performaпce obligatioпs satisfied аппuаІІу over the coпtract term. The traпsactioп price for а coпtract is determiпed at 
coпtract іпсерtіоп based оп а fixed-margiп applied to the total forecast costs to complete the deliverab/e. Some loпg-term coпtracts iпclude ап 
excess profit clause which is а variable coпsideratioп factor that could impact the traпsactioп price. Excess profits are estimated at coпtract 
іпсерtіоп апd at the епd of each reportiпg period to eпsure that the traпsactioп price is поt uпder or over stated. Апу required adjustmeпt wi/I Ь.е 
made agaiпst the traпsactioп price іп the period іп which it occurred. The Group does поt offer апу right of returп or refuпds which cou/d impact 
traпsactioп price at іпсерtіоп. Сегtаіп coпtracts attract boпuses aпd/or peпalties which are variab/e апd will have ап impact оп tгапsасtіоп price at 
coпtract іпсерtіоп. The Group assesses variable coпsideratioп іп relatioп to boпuses апd peпalties at coпtract іпсерtіоп usiпg the most-likely 
method апd this forms part of the traпsactioп price апd recogпised over time as costs have Ьееп iпcurred. The Group опІу iпc/udes boпuses апd 
peпalties іпtо the traпsactioп price to the exteпt that it is highly probab/e that а sigпificaпt reversal of reveпue will поt occur іп future periods. 

The traпsactioп price is allocated betweeп each distiпct performaпce obligatioп ideпtified іп а coпtract based оп the staпd-aloпe selliпg price of 
each performaпce obligatioп. Each performaпce obligatioп will Ье costed апd the traпsactioп price wi/I Ье cost plus mагgіп. This amouпt would Ье 
the staпd-a/oпe selliпg price of each performaпce obligatioп if coпtracted with а customer separately. 

Loпg-term service coпtracts allow for modificatioпs to the origiпal order. lf а coпtract modificatioп is determiпed to Ье distiпct, the Group accouпts 
for this as а separate coпtract. Іf а coпtract modificatioп is поt distiпct, the Group accouпts for this as if it were part of the existiпg coпtract. А 
cumulative catch-up adjustmeпt to reveпue is theп recogпised to disclose the effect that the coпtract modificatioп has оп the traпsactioп price 
апd the Group's measure of progress towards complete satisfactioп of the performaпce obligatioп. 
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1. Significant accounting policies continued 
Wheп the outcome of а distiпct performaпce obligatioп іп deliveriпg services сап Ье геІіаЬІу estimated, reveпue associated with the performaпce 
obligatioп is recogпised over time usiпg the iпput method. The iпput method recogпises reveпue over time оп the basis of costs iпcurred to date to 
the satisfactioп of а performaпce obligatioп relative to the total forecast costs to complete the performaпce obligatioп. The Group has determiпed 
the iпput method to Ье appropriate as it best depicts the Group's performaпce іп traпsferriпg сопtгоІ of the service to the customer as it iпcurs 
costs оп а particular coпtract. 

No profit is recogпised оп coпtracts uпtil the outcome of the coпtract сап Ье геІіаЬІу estimated. Wheп it is ргоЬаЬІе that total coпtract costs will 
exceed total coпtract reveпue, the expected loss is recogпised immediately as ап ехрепsе. 

Goods sold 
Тhе Group recogпises reveпue оп the sale of products at а роіпt іп time опсе сопtгоІ has Ьееп traпsferred to the customer. СопtгоІ is gепегаІІу 
traпsferred to customers оп delivery of products ог wheп the customer has the sigпificaпt risks апd rewards of owпership of the product. Paymeпt 
is typically due withiп ЗО days of іпvоісе (withiп the UK) апd customers typically do поt have а right of returп ог refuпd. The traпsactioп price for 
sale of products is agreed at coпtract іпсерtіоп. Wheп the Group develops а bespoke product for а customer with по alterпative use to the Group, 
reveпue is recogпised over time usiпg the iпput method. 

Lісепсе reveпue 

Lісепсе reveпue is attributed to either 'right to use' ог 'right to access' Іісепсеs. 'Right to use' Іісепсе reveпue is recogпised at а роіпt іп time wheп 
the Group sells а Іісепсе to а customer апd does поt uпdertake sigпificaпt further activities ог iпvolvemeпt іп developiпg the Іісепсе after the sale. 
'Right to access' Іісепсе reveпue is recogпised over time wheп the Group maiпtaiпs а sigпificaпt level of iпvolvemeпt іп developiпg апd епhапсіпg 
the Іісепсе after the sale. The level of iпvolvemeпt goes Ьеуопd gепегаІ support, bug-fixiпg апd upgrades which gепегаІІу опІу mаіпtаіп the curreпt 
operating level. Тhе traпsactioп ргісе for iпtellectual property is agreed at coпtract іпсерtіоп. 

Тhе Group recogпises Іісепсе reveпue through the supply of а гапgе of security, messagiпg апd coппectivity software products. А Іісепсе fee is 
paid for each computer that uses the software апd the customer сап also purchase а support service coпtract for а fixed period. The sale of these 
types of Іісепсеs is recogпised at а роіпt іп time as а distiпct performaпce obligatioп because the Group does поt uпdertake апу further activities 
іп developiпg the Іісепсе after the sale. The support service coпtract is recogпised over time as а separate performaпce obligatioп as this is ап 
орtіопаІ extra апd is поt iпtegral іпtо the fuпctioпality of the Іісепсе. The support service coпtract offers gепегаІ support апd mаіпtепапсе of the 
Іісепсе to the customer over а fixed period. 

The Group also offers а cloud-Ьased service where customers рау а host fee, Іісепсе fee апd support апd mаіпtепапсе fee to access the QiпetiQ 
hosted service for а fixed term. lt was assessed that each of the three deliverables could поt beпefit the customer оп а staпd-aloпe basis as the 
customer requires each to оЬtаіп the complete hostiпg service. Опе distiпct service performaпce obligatioп is provided to the customer over the 
term of the coпtract. The Group recogпises reveпue over time as the customer simultaпeously receives апd coпsumes the beпefits of the hostiпg 
service provided Ьу the Group as the Group performs. 

Coпtract assets 
Coпtract assets is а пеw term used іп adoptiпg IFRS 15 апd effectively represeпts amouпts recoverable uпder coпtracts as previously reported. 
Coпtract assets represeпt reveпue recogпised іп excess of amouпts iпvoiced. Reveпue is recogпised оп service coпtracts Ьу usiпg а 'perceпtage 
complete' method, аррІуіпg the proportioп of coпtract costs iпcurred for work performed to date relative to the estimated total coпtract cost, after 
makiпg suitable allowaпces for techпical апd other risks related to performaпce milestoпes yet to Ье achieved, апd аррІуіпg that proportioп to total 
coпtract ргісе. Paymeпt for service coпtracts аге поt always due from the customer uпtil сегtаіп milestoпes have Ьееп reached апd, therefore, а 
coпtract asset is recogпised over the period іп which the services аге performed represeпtiпg the Group's right to coпsideratioп for services 
performed to date, to the exteпt that the customer has поt yet Ьееп iпvoiced for those services. 

Coпtract liabilities 
Coпtract liabilities is а пеw term used іп adoptiпg IFRS 15 апd effectively represeпts deferred іпсоmе as previously reported. The Group, оп 
оссаsіоп, bills customers іп advaпce of performiпg сегtаіп types of work which results іп the Group recogпisiпg coпtract liabilities. Опсе the work 
has Ьееп performed these amouпts will Ье reduced апd recogпised as reveпue. For sale of goods, reveпue is recogпised іп the іпсоmе statemeпt 
wheп сопtгоІ of the goods has Ьееп traпsferred to the customer; Ьеіпg at the роіпt wheп the goods аге delivered. дпу tгапsасtіоп ргісе received Ьу 
the Group ргіог to that роіпt is recogпised as а coпtract liability. 

РгіпсіраІ-аgепt arraпgemeпts 
Тhе Group eпters іпtо сегtаіп arraпgemeпts which iпvolve а coпsortium of service providers. The Group acts as а 'Ргіmе' coпtractor іп сегtаіп 
coпtracts with customers апd utilises suЬ-Coпtractors to uпdertake the work Uпder these coпtracts the Group is coпsidered to Ье primarily 
respoпsible for fulfilliпg the service to the customer. The Group performs а techпical assessmeпt of the work before it is delivered to the customer 
апd is respoпsible for quality апd performaпce of the suЬ-Coпtractor. As such the Group is coпsidered to Ье the ргіпсіраІ to the arraпgemeпt with 
the customer апd iпcludes suЬ-Coпtractor costs withiп reveпue. However, where the Group is merely actiпg as ап ageпt of а suЬ-Coпtractor theп 
по reveпue is recogпised іп respect of suЬ-Coпtractor costs. АІІ coпsortium arraпgemeпts аге assessed Ьу the Group to determiпe if it is the 
ргіпсіраІ ог ageпt. 
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Contract bidding costs 
The Group recognises the 'incremental costs of obtaining а contract' with а customer as an asset if the Group expects to recover those costs. 
The 'incremental costs of obtaining а contract' are those costs that the Group incurs to obtain а contract with а customer that it would not have 
incurred if the contract had not been won. Costs to obtain а contract that would have been incurred regardless of whether the contract was won 
or lost shall Ье recognised as an expense when incurred, unless those costs are explicitly chargeable to the customer. Under IAS 18 the Group 
capitalised bidding costs on major bids once preferred bidder status was achieved. The capitalised costs were amortised over the life of the 
contract. Under IFRS 15 bidding costs are not seen as incremental costs of obtaining а contract and the Group will expense bid costs as incurred. 

Segmental information 
Segmental information is presented according to the Group's internal management reporting structure and the markets in which 
it operates. Segmental results represent the contribution of the different segments to the profit of the Group. Corporate expenses are allocated to 
the corresponding segments. Unallocated items mainly comprise specific adjusting items. Specific adjusting items are referred to in note 4. 
Segmental assets and liabilities information is not regularly provided to the Chief Operating Decision Maker. 

Research and development expenditure 
R&D costs incurred in respect of specific contracts placed Ьу customers are recognised within operating costs and revenue is recognised in 
respect of the R&D services performed. lnternally funded development expenditure is capitalised in the balance sheet where there is а clearly 
defined project, the expenditures are separately identifiable, the project is technically and commercially feasible, аІІ costs are recoverable Ьу future 
revenue and the resources are committed to complete the project. Such capitalised costs are amortised over the forecast period of sales resulting 
from the development. АІІ other R&D costs are expensed to the income statement in the period in which they are incurred. lf the research phase 
cannot Ье clearly distinguished from the development phase, the respective project-related costs are treated as if they were incurred in the 
research phase only and expensed. 

Financing 
The Group holds no external borrowings but does have access to а revolving credit facility (undrawn during 2018 and 2019), fees for which are 
reported within finance costs. Costs of letters of credit are also charged to finance expense. lncome earned on funds invested is reported within 
finance income. Exchange differences on financial assets and liabilities and the income ог expense from interest hedging instruments that are 
recognised in the income statement are included within finance income and finance expense. Financiпg also iпcludes the пеt fіпапсе іпсоmе or 
ехрепsе іп respect of defiпed beпefit pension schemes. The Group pays іп advance fіпапсе costs in relation to the multi-currency facility which are 
recognised as а deferred finance cost asset. 

Taxation 
The taxation charge is based оп the taxable profit for the year and takes into account taxatioп deferred because of temporary differences betweeп 
the treatmeпt of certain items for taxation and accouпtiпg purposes. Current tax and deferred tax are charged or credited to the income statemeпt, 
except where they relate to items charged or credited to equity, іп which case the relevant tax is charged or credited to equity. Deferred taxation is 
the tax attributable to the temporary differences that appear wheп taxatioп authorities recogпise and measure assets and liabilities with rules that 
differ from those of the consolidated fіпапсіаІ statements. Тhе amount of deferred tax provided is based on the expected. maпner of realisation or 
settlement of the carrying amount of assets and liabilities, using rates enacted or substantively enacted at the balance sheet date. 

The Group's accounting роІісу is to include the impact of research and development expenditure credits (RDEC) within the tax charge. То provide 
comparability to other companies that account for RDEC as а governmeпt grant the effective uпderlyiпg tax rate is disclosed іп the taxatioп поtе 
both with and without the impact. 

Any changes in the tax rates are recognised іп the іпсоmе statemeпt uпless related to items directly recogпised in equity. Deferred tax liabilities are 
recogпised оп аІІ taxable temporary differences excluding пon-deductible goodwill. Deferred tax assets are recognised on аІІ deductible temporary 
differeпces provided that it is probable that future taxable income will Ье available against which the asset can Ье utilised. Deferred tax assets апd 
liabilities are offset only where there is а legally enforceable right to offset and there is an inteпtion to settle balances on а пеt basis. 

Non-current assets held fог sale 
Non-current assets are classified as held for sale if their carrying amouпt will Ье recovered primarily through а sales traпsaction rather thaп 
through continuiпg use. This coпdition is regarded as met опІу when the sale is highly probable and expected to Ье completed within а year of the 
balance sheet date. The assets should Ье available for immediate sale in their present condition апd actively marketed at а price that is reasonable 
in relation to their current fair value. 

Non-current assets classified as held for sale are measured at the lower of carrying amouпt and fair value less costs to sell. Any write-down to fаіг 
value less costs to sell shall Ье recognised directly through profit апd loss as an impairmeпt loss. No further depreciatioп is charged in respect of 
assets classified as held for sale. 
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Notes to the Financial Statements сопt1Пиеd 

1. Significant accounting policies continued 
Goodwill 
Goodwill оп acquisitioпs of subsidiaries is iпcluded іп non-curreпt assets. Goodwill оп acquisitioпs of joiпt veпtures апd associates is iпcluded in 
the carryiпg value of equity accouпted iпvestmeпts. Goodwill is tested аппuаІІу for impairmeпt апd carried at cost less accumulated impairmeпt 
losses. Gaiпs апd losses оп the disposal of ап eпtity iпclude the carryiпg amouпt 
of goodwill related to the eпtity sold. 

lntangible assets 
ІпtапgіЬІе assets arisiпg from business combiпatioпs are recogпised at fair value апd аге amortised over their expected useful lives, typically 
between опе апd 16 years. ІntегпаІІу geпerated іпtапgіЬІе assets аге recorded at cost, iпcluding ІаЬощ directly attributable costs апd апу third­
party expeпses. 

The 'multi-period excess earnings' method and the 'relief-from-royalty' method аге both used for fair valuiпg іпtапgіЬІе assets arisiпg from 
acquisitioпs. The multi-period excess еагпіпgs method coпsiders the present value of пеt cash flows expected to Ье geпerated Ьу customer 
relatioпships, Ьу excludiпg апу cash flows related to coпtributory assets. The relief-from-royalty method coпsiders the discouпted estimated royalty 
paymeпts that are expected to Ье avoided as а result of the patents ог trademarks being owned. 

Purchased intangible assets аге recognised at cost less amortisation. lntangible assets аге amortised over their respective useful lives on а 
straight-line basis as follows: 

lntellectual property rights 
Customer relationships 
Development costs 
Other 

Property, plant and equipment 

2-10 years 
1-16 years 
1-4 years 
1-14 years 

Property, рІапt апd equipment аге stated at cost less depreciation. Freehold land is not depreciated. Other tangible non-current assets аге 
depreciated оп а straight-liпe basis over their useful есопоmіс lives to their estimated residual value as follows: 

Freehold buildiпgs 
Leasehold Іапd апd buildiпgs 
РІапt апd machiпery 
Fixtures апd fittiпgs І office equipmeпt 
Computers 
Motor vehicles 

20-25 years 
Shorter of useful есопоmіс life апd the period of the lease 
,З-15 years 
5-10 years 
З-5уеагs 

З-5 years 

Assets uпder coпstructioп аге iпcluded іп property, рІапt апd equipmeпt оп the basis of expeпditure iпcurred at the ЬаІапсе sheet date. Іп the 
case of assets coпstructed Ьу the Group, the value iпcludes the cost of оwп work completed, iпcludiпg directly attributable costs апd iпterest. 

The useful lives, depreciatioп methods апd residual values applied to property. рІапt апd equipmeпt аге reviewed аппuаІІу апd, if appropriate, 
adjusted accordiпgly. 

lmpairmeпt of goodwill апd taпgible, intaпgible апd held for sale assets 
At each reportiпg date the Group assesses whether there is ап іпdісаtіоп that ап asset may Ье impaired. lf the carryiпg amouпt of апу asset 
exceeds its recoverable amouпt ап impairmeпt loss is recogпised immediately іп the іпсоmе statemeпt. Іп additioп, goodwill is tested for 
impairmeпt аппuаІІу irrespective of апу іпdісаtіоп of impairmeпt. lf the carryiпg amouпt exceeds the recoverable amouпt. the respective asset 
ог the assets іп the cash-geпeratiпg uпit (CGU) аге writteп dowп to their recoverable amouпts. The recoverable amouпt of ап asset ог CGU is the 
higher of its fair value less costs to sell апd its value іп use. The value іп use is the preseпt value of the future cash flows expected to Ье derived 
from ап asset ог CGU calculated usiпg ап appropriate pre-tax discouпt rate. lmpairmeпt losses are expeпsed to the іпсоmе statemeпt. 

lnvestments іп debt апd equity securities 
lпvestmeпts held Ьу the Group аге classified as either а curreпt asset ог as а пon-curreпt asset апd those classified as available for sale аге stated 
at fair value, with апу resultaпt gаіп ог loss, other thaп impairmeпt losses, being recogпised directly іп equity. Wheп these investmeпts аге 
derecogпised, the cumulative gаіп ог loss previously recogпised directly іп equity is recogпised іп the іпсоmе statemeпt. 

The fair value of quoted fіпапсіаІ iпstrumeпts is their bid ргісе at the ЬаІапсе sheet date. The fair value of uпquoted equity iпvestmeпts is based 
оп the ргісе of the most гесепt iпvestmeпt Ьу the Group ог а third party, if available. ог derived from the preseпt value of forecast future cash flows. 
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lnventories 
lnventory and work-in-progress are stated at the lower of cost and net realisable value. Work-iп-progress апd maпufactured fiпished goods are 
valued at productioп cost. Productioп cost iпcludes direct productioп costs апd ап appropriate proportioп of production overheads. А provisioп 
is established wheп the пеt realisable value of апу iпveпtory item is lower thaп its cost. А 'market comparisoп' techпique is used to fair value 
iпveпtories acquired through а busiпess соmЬіпаtіоп. Тhе fair value is determined based оп the estimated selling price іп the ordiпary course 
of busiпess less the estimated costs of completioп апd sale, апd а геаsопаЬІе profit margiп based оп the effort required to complete апd sell 
the inveпtories. 

Trade апd other receivables 
Trade апd other receivables аге stated пеt of provisioпs for doubtful debts. Amouпts recoverable оп coпtracts are iпcluded іп trade апd other 
receivables апd represeпt reveпue recogпised іп excess of amounts iпvoiced. Other receivables will also iпclude iпsuraпce recoveries where 
we are virtually сегtаіп of recovery. 

Cash апd cash equivaleпts 
Cash апd cash equivaleпts comprise cash at Ьапk апd short-term deposits that are readily coпvertible іпtо cash. Іп the cash flow statemeпt 
overdraft ЬаІапсеs are iпcluded іп cash апd equivaleпts. 

Curreпt апd non-curreпt liabilities 
Curreпt liabilities iпclude amouпts due withiп the пormal operatiпg сусІе of the Group. Deferred іпсоmе, or 'coпtract liabilities', is iпcluded іп trade 
апd other payables and represeпts amouпts iпvoiced in excess of reveпue recogпised. lпterest-beariпg curreпt апd пoп-curreпt liabilities are 
іпіtіаІІу recogпised at fair value апd theп stated at amortised cost with апу differeпce betweeп the cost апd redemption value Ьеіпg recogпised іп 
the іпсоmе statemeпt over the period of the borrowiпgs оп ап effective iпterest rate basis. Costs associated with the arraпgemeпt of Ьапk facilities 
ог the issue of Іоапs are held пеt of the associated liability preseпted іп the ЬаІапсе sheet. Capitalised issue costs аге released over the estimated 
life of the facility ог iпstrumeпt to which they relate usiпg the effective iпterest rate method. lf it becomes clear that the facility or iпstrument will 
Ье redeemed early, the amortisatioп of the issue costs will Ье accelerated. 

Provisioпs 
А provisioп is recogпised іп the ЬаІапсе sheet wheп the Group has а preseпt legal or coпstructive obligation as а result of а past eveпt which сап 
Ье reliably estimated, апd it is probable that ап outflow of есопоmіс beпefits will Ье required to settle the obligatioп. Where appropriate, provisioпs 
are determiпed Ьу discouпtiпg the expected cash flows at ап appropriate discouпt rate reflectiпg the level of risk апd the time value of mопеу. 

FіпапсіаІ iпstrumeпts 
FіпапсіаІ assets апd fіпапсіаІ liabilities are recogпised оп the Group's ЬаІапсе sheet wheп the Group becomes а party to the coпtractual 
provisioпs of the iпstrumeпt. The de-recogпitioп of а fiпancial iпstrumeпt takes рІасе wheп the Group по Іопgег coпtrols the coпtractual 
right that comprise the fіпапсіаІ iпstrument, wheп the iпstrumeпt expires, or wheп the iпstrumeпt is sold, termiпated ог exercised. 

FіпапсіаІ assets 
FіпапсіаІ assets are classified оп the Group's ЬаІапсе sheet as subsequeпtly measured at amortised cost, fair value through other compreheпsive 
іпсоmе or fair value through profit ог loss. This classificatioп is made оп the basis of both the Group's busiпess model for managiпg the fіпапсіаІ 
assets апd the coпtractual cash flow characteristics of the fiпancial asset. 

FіпапсіаІ liabilities 
FіпапсіаІ liabilities are classified оп the Group's ЬаІапсе sheet as subsequeпtly measured at amortised cost except for fіпапсіаІ liabilities at fair 
value through profit апd loss. The Group may at initial recogпitioп irrevocably desigпate а fiпancial liability as measured at fair value through profit 
or loss if а coпtract сопtаіпs опе or more embedded derivatives апd the host is поt ап asset withiп the scope of IFRS 9, ог wheп doiпg so results 
іп more relevaпt iпformatioп. 

lmpairmeпt of trade receivables 
The Group applies the simplified approach wheп usiпg the expected credit loss (ECL) impairmeпt model for trade receivables. Uпder the 
simplified approach the Group always measures the loss аІІоwапсе at ап amouпt equal to the lifetime expected credit losses for trade receivables. 
The Group measures the expected credit losses of trade receivables іп а way that reflects а probability-weighted amouпt that is determiпed Ьу 
evaluatiпg а raпge of possible outcomes, the time value of mопеу апd supportable iпformatioп that is readily available at each reportiпg date about 
past eveпts, curreпt сопdіtіоп апd forecasts of future есопоmіс coпditioпs. The ECL's are updated each reportiпg period to reflect chaпges іп 
credit risk sіпсе іпіtіаІ recognitioп. 

Derivative fiпancial instruments 
Derivative finaпcial instruments are іпіtіаІІу recognised апd thereafter held at fair value, being the market value for quoted instruments or valuation 
based оп models and discouпted cash flow calculations for unlisted instrumeпts. 

Fair value hedging 
Chaпges in the fair value of derivatives designated as fair value hedges of curreпcy risk or interest rate risk are recognised in the income statement. 
The hedged item is held at fair value with respect to the hedged risk with any gain ог loss recognised іп the income statemeпt. 
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1. Significant accounting policies continued 
Cash flow hedgiпg 
Chaпges іп the fair value of derivatives desigпated as а cash flow hedge that аге regarded as highly effective аге recogпised іп equity. The 
iпeffective рогtіоп is recogпised immediately іп the іпсоmе statemeпt. Where а hedged item results іп ап asset ог а liability, gaiпs апd losses 
previously recogпised іп equity аге iпcluded іп the cost of the asset ог liability. Gaiпs апd losses previously recogпised іп equity аге removed апd 
recogпised іп the іпсоmе statemeпt at the same time as the hedged traпsactioп. 

Foreigп curreпcies 
Traпsactioпs іп foreigп curreпcies аге recorded usiпg the rate of exchaпge ruliпg at the date of the traпsactioп. Moпetary assets апd liabilities іп 
fогеіgп сuггепсіеs аге traпslated at period-eпd rates. дпу resultiпg exchaпge differeпces аге takeп to the іпсоmе statemeпt. Gaiпs апd losses оп 
desigпated forward foreigп exchaпge hedgiпg coпtracts аге matched agaiпst the foreigп exchaпge movemeпts оп the uпderlyiпg traпsactioп. 

Тhе iпdividual fіпапсіаІ statemeпts of each Group соmрапу аге preseпted іп its fuпctioпal сuггепсу. Оп coпsolidatioп, assets апd liabilities of 
overseas subsidiaries, associated uпdertakiпgs апd joiпt veпtures, iпcludiпg апу related goodwill, аге traпslated to Sterliпg at the rate of exchaпge 
at the ЬаІапсе sheet date. The results апd cash flows of overseas subsidiaries, associated uпdertakiпgs апd joiпt veпtures аге traпslated to 
Sterliпg usiпg the average rates of exchaпge duriпg the period. Exchaпge adjustmeпts arisiпg from the re-traпslatioп of the орепіпg пеt iпvestmeпt 
апd the results for the period to the period-eпd rate аге takeп directly to equity апd reported іп the statemeпt of compreheпsive іпсоmе. 

Post-retiremeпt beпefits 

Тhе Group provides both defiпed coпtributioп апd defiпed beпefit репsіоп arraпgemeпts. The liabilities of the Group arisiпg from defiпed beпefit 
obligatioпs аге determiпed usiпg the projected uпit credit method. Valuatioпs for accouпtiпg purposes аге carried out Ьі-аппuаІІу. Actuarial advice 
is provided Ьу ехtегпаІ coпsultaпts. For the fuпded defiпed beпefit рІапs, the excess ог deficit of the fair value of рІап assets less the preseпt value 
of the defiпed beпefit obligatioп аге recogпised as ап asset ог а liability respectively. 

Рег the Scheme rules, the Соmрапу has ап uпсопdіtіопаІ right to а refuпd of апу surplus that may arise оп cessatioп of the Scheme іп the coпtext 
of IFRIC 14 paragraphs 11 (Ь) апd 12 апd therefore the full пеt репsіоп asset сап Ье recogпised оп the Group's ЬаІапсе sheet апd the Group's 
miпimum fuпdiпg commitmeпts to the Scheme do поt give rise to ап additional balance sheet liability. 

For defiпed beпefit рІапs, the cost charged to the іпсоmе statemeпt coпsists of admiпistrative expeпses and the пеt iпterest іпсоmе. There is по 
service cost due to the fact the рІапs аге closed to future accrual. Тhе пеt iпterest іпсоmе is reported withiп fіпапсе іпсоmе апd the admiпistratioп 
cost elemeпt is charged as а соmропепt of operatiпg costs іп the іпсоmе statemeпt. Actuarial gains апd losses апd re-measuremeпt gains апd 
losses аге recogпised immediately in full through the statemeпt of comprehensive іпсоmе. Coпtributioпs to defiпed coпtributioп рІапs аге charged 
to the іпсоmе statemeпt as iпcurred. 

Share-Ьased paymeпts 
The Group operates share-based paymeпt arraпgemeпts with employees. The fair value of equity-settled awards for share-based paymeпts is 
determiпed оп graпt апd expeпsed straight Ііпе over the period from graпt to the date of earliest uпсопdіtіопаІ exercise. The fair value of cash­
settled awards for share-based paymeпts is determiпed each period епd uпtil they аге exercised ог lapse. Тhе value is expeпsed straight Ііпе over 
the period from graпt to the date of earliest uпсопdіtіопаІ exercise. The charges for both equity апd cash-settled share-based paymeпts аге 
updated аппuаІІу for пon-market-based vestiпg coпditioпs. 

Share capital 
Ordinary share capital of the Соmрапу is recorded as the proceeds received, less issue costs. Соmрапу shares held Ьу the employee beпefit trusts 
аге held at the coпsideratioп paid. They аге classified as оwп shares withiп equity. Апу gаіп ог loss оп the purchase, sale ог issue of Соmрапу 
shares is recorded іп equity. · 
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Critical accounting estimates and judgements in applying accounting policies 
The followiпg commeпtary is iпteпded to highlight those policies that are critical to the busiпess based оп the level of maпagemeпtjudgemeпt 
required іп their аррІісаtіоп, their complexity апd their poteпtial impact оп the results апd fіпапсіаІ positioп reported for the Group. The level of 
maпagemeпt judgemeпt required iпcludes assumptioпs апd estimates about future eveпts that are uпcertaiп апd the actual outcome of which 
may result іп а materially differeпt outcome from that aпticipated. 

Reveпue from coпtracts with customers 
Performance ob!igations 
Loпg-term services coпtracts require judgemeпt апd а detailed assessmeпt of each deliverable withiп а coпtract to determiпe distiпct performaпce 
obligatioпs. Роіпt іп time, sale of product, coпtracts are geпerally straightforward as usually опІу опе performaпce obligatioп exists which is to 
deliver а product. 

Maпagemeпt, busiпess uпit leaders апd project leads collaborate to determiпe the overall deliverable to customers апd what they expect to receive 
over the period of delivery. Each iпdividual deliverable withiп the coпtract is theп assessed to determiпe if the customer сап beпefit from а task оп 
а staпd-aloпe basis (or with other readily available resources) апd if а task is separately ideпtifiable from other tasks іп the coпtract. Wheп 
determiпiпg if а task is separately ideпtifiable maпagemeпt assesses how tasks соmЬіпе апd iпtegrate with each other to deliver the overall 
performaпce obligatioп. lf iпdividual tasks are поt highly iпterrelated, could Ье delivered Ьу ап іпdерепdепt third-party апd the customer could 
beпefit from the task оп а staпd-aloпe basis maпagemeпt assess these to Ье distiпct performaпce obligatioпs. Іf multiple tasks are highly 
iпterrelated апd соmЬіпе together to deliver опе overall deliverable these аге assessed to Ье опе performaпce obligatioп as а customer would 
поt ordiпarily coпtract with the Group for certaiп tasks опІу. 

Variable constderation 
The Group applies judgemeпt wheп determiпiпg the amouпt of variable coпsideratioп to iпclude іп the traпsactioп price at coпtract іпсерtіоп. 
Variable boпus coпsideratioп is earпed based оп the Group meetiпg milestoпes апd performaпce KPl's оп certaiп coпtracts. At coпtract іпсерtіоп 
maпagemeпt uses the 'most-likely method' to determiпe the amouпt boпus to iпclude the traпsactioп price. Тhis is based оп maпagemeпt's best 
estimates оп how the Group expects to perform agaiпst coпtract milestoпes апd KPJ's. Where maпagemeпt is uпcertaiп оп а milestone's ог KPl's 
achievemeпt it is assumed that it will поt Ье met апd the associated boпus is поt iпcluded іп the traпsactioп price. Maпagemeпt applies the same 
methodology for peпalties where the traпsactioп price will Ье reduced for peпalties which maпagemeпt view will most-likely Ье iпcurred. Where 
there is uпcertaiпty оп peпalties maпagemeпt will reduce the traпsactioп price at coпtract іпсерtіоп for these. 

Forecast costs at completion (FCAC) and contract progress 
The estimatioп process required to evaluate the poteпtial outcome of coпtracts апd projects requires skill, kпowledge апd ехрегіепсе from а 
variety of sources withiп the busiпess to assess the status of the coпtract, costs to complete, iпtemal апd exterпal labour resources required апd 
other factors. This process is carried out coпtiпuously throughout the busiпess to eпsure that project апd coпtract assessmeпts reflect the latest 
status of such work. 

Busiпess combiпatioпs апd related goodwill 
The Group tests аппuаІІу whether goodwill has suffered апу impairmeпt. This process relies оп the use of estimates of the future profitability 
апd cash flows of its cash geпeratiпg uпits which may differ from the actual results delivered. Іп additioп, the Group reviews whether ideпtified 
іпtапgіЬІе assets have suffered апу impairmeпt. Further details оп the seпsitivity of the carryiпg value of goodwill to chaпges іп the key 
assumptioпs are set out іп поtе 1 З. 

Тах 

The Group has sigпificaпt levels of uпused tax losses, as set out іп поtе 8. Judgemeпt is applied wheп assessiпg the recoverability of deferred tax 
assets impactiпg оп the value of losses recogпised оп the ЬаІапсе sheet as а deferred tax asset. Judgemeпt is also required wheп assessiпg 
techпical uпcertaiпties associated with tax positioпs. То the exteпt that the outcome of а tax audit differs from the tax that has Ьееп provided, 
adjustmeпts will Ье made to curreпt tax апd deferred tax provisioпs held іп the period the determiпatioп is made. 

Other payables, provisioпs апd сопtіпgепt liabilities 
The Group holds liabilities іп respect of eпviroпmeпtal апd regulatory issues (see поtе 22). The Group operates іп regulated eпviroпmeпts апd а 
failure to comply with particular regulatioпs could result іп fiпes aпd/or peпalties. There is judgemeпt required іп determiпiпg the sigпificaпce of 
апу iпstaпces of poteпtial поп-соmрІіапсе апd poteпtial liability based оп maпagemeпt's assessmeпt of the most likely outcome. Тhе fіпапсіаІ 
statemeпts also disclose сопtіпgепt liabilities іп respect of legal claims апd regulatory issues which have поt Ьееп provided for оп the basis that 
they are поt coпsidered to qualify for recogпitioп as provisioпs. Judgemeпt is required іп these assessmeпts. 

Post-retiremeпt beпefits 
The Group's defiпed beпefit репsіоп obligatioпs апd пеt іпсоmе statemeпt costs are based оп key assumptioпs, iпcludiпg discouпt rates, mortality 
апd іпfІаtіоп. Maпagemeпt exercises its best judgemeпt, іп coпsultatioп with actuarial advisors, іп selectiпg the values for these assumptioпs that 
are the most appropriate to the Group. Small chaпges іп these assumptioпs at the ЬаІапсе sheet date, iпdividually or collectively, may result іп 
sigпificaпt chaпges іп the size of the пеt surplus/deficit. Further details of these assumptioпs апd the seпsitivity of the пеt репsіоп surplus to 
chaпges іп these assumptioпs are set out іп поtе 29. 
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2. Revenue from contracts with customers and other income 
Revenue and other income is analysed as follows: 

Revenue Ьу category and other income 
For the year ended 31 March 

АІІ figures in Є million 

Services contracts with customers 

Sale of goods contracts with customers 

Royalties and licences 

Total revenue 

Less: acquired businesses' 

Adjust to constant prior year exchange rates 

Total revenue оп an organic, constant currency basis 

Organic revenue gmwth at constant cuffency 

• For the period of which there was по contribution in the equivalent period in the prior year which was pre-ownership Ьу the Group. 

Other income 

Share of associates' and joint ventures' profit after tax 

Other income 

Other income - underlying 

Specific adjusting item: gain оп sale of assets (note 4) 

Total other income 

2019 

790.9 

105.б 

14.б 

911.1 

(15.1) 

1.4 

897.4 

8% 

2019 

О.б 

10.0 

10.6 

0.2 

10.8 

2018 

733.4 

85.8 

13.8 

833.0 

833.0 

3% 

2018 

о.з 

9.4 

9.7 

21.1 

зо.в 

Revenue and profit after tax of associates and joint ventures was fl 6.2m and fl .2m respectively {2018: revenue of fl 3.бm and profit after tax of 
ЕО.бm). The figures in the table above represent the Group share of this profit after tax. 

Other income is in respect of property rentals and the recovery of other related property costs. 

Revenue Ьу customer geographic location 
For the year ended 31 March 

АІІ figures in Є million 

us 
Australia 

Europe 

Middle East 

Rest of World 

lnternational 

United Kingdom 

Total revenue 

Reconciliation of international revenue to organic international revenue including share of joint ventures 
For the year ended 31 March 

АІІ figures іп Є million 

lnternational revenue 

Less: international revenue from businesses acquired іп current financial year 

Add: incremental share of revenue from joint ventures 

Organic intemational revenue including share of joint ventures 

2019 

105.3 

55.2 

60.8 

11.0 

41.4 

273.7 

637.4 

911.1 

2019 

273.7 

(9.8) 

1.9 

265.8 

The year on уеаг organic growth in international revenue including share of joint ventures was f39.8m. This metric is used for management 
remuneration purposes under the Deferred Share Scheme. 
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2018 

81.б 

54.8 

43.2 

13.9 

32.5 

226.О 

607.0 

833.0 

2018 

226.0 

226.0 



Revenue Ьу major customer type 
For the уеаг ended 31 March 

АІІ figures in Є million 
UK Government 
US Government 
Other 
Total revenue 

'Other' does not contain any customers with revenue in excess of 10% of total Group revenue. 
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2019 

562.7 

83.1 

265.3 

911.1 

2018 

544.2 

65.5 

223.3 

833.0 

The following table shows the aggregate amount of revenue allocated to performance obligations that аге unsatisfied (ог partially satisfied) as at 
the end of the reporting period (adjusted to include the L ТРА amendment signed 5 АргіІ 2019): 

АІІ figures in Є million 2020 2021 2022 2023+ Total 
Revenue from contracts with customers 706.4 454.8 348.8 1,623.6 3,133.6 

Total revenue allocated to unsatisfied perfonnance obligations 706.4 454.8 348.8 1,623.6 3,133.6 

Management expects that 23% (E706.4m) of revenue allocated to unsatisfied contracts as of 31. March 2019 will Ье recognised as revenue during 
the next reporting period. 

З. Segmental analysis 
The analysis Ьу business segment is presented in accordance with IFRS 8 Operating Segments, on the basis of those reportable segments whose 
operatin9 results are regularly reviewed Ьу the Board (the Chief Operating Decision Maker as defined Ьу IFRS 8) and аге aligned with the Group's 
strategic direction, determined with reference to the products and services they provide, as follows: 

ЕМЕА Services provides technical assurance, test and evaluation and training services, underpinned Ьу long-term contracts. ЕМЕА Services 
comprises the following business units which are not considered reportable segments as defined Ьу IFRS 8: Maritime, Land & Weapons; Air & 
Space, Cyber, lnformation & Training, and lnternational business. These are aggregated into the single ЕМЕА Services segment due to their similar 
characteristics including the nature of the services provided and customers. 

Global Products combines аІІ other business units not aggregated within ЕМЕА Services. Generally these business units deliver innovative 
solutions and products which includes contract-funded research and development and developing intellectual property in partnership with key 
customers and through internal funding with potential for new revenue streams. Global Products comprises the following business units which 
are not considered reportable segments as defined Ьу IFRS 8: QinetiQ North America, Space Products, OptaSense and ЕМЕА Products. No single 
component represents 10% or more of the Group' s revenue. 

Operating segments 

2019 2018 

Revenue Revenue 
from Under1ying from Under1ying 

extemal operating external operating 
АІІ figures in Є million customers profit' customers profit' 
ЕМЕА Services 687.7 96.3 651.4 94.3 

Global Products 223.4 27.6 181.6 28.2 

Total operating segments 911.1 123.9 833.0 122.5 

Underfying operating margin" 13.6% 14.7% 
1 The measure of profit preseпted to the Chief Operatiпg Decisioп Maker is operatiпg profit stated before specific adjustiпg items ('uпderlyiпg operatiпg profit'). The specific adjustiпg 

items are detailed іп поtе 4. 
* Defiпitioпs of the Group's 'Altemative performaпce measures' сап Ье fouпd in the glossary оп page 159. 

No measure of segmental assets and liabilities is reported as this information is not regularly provided to the Chief Operating Decision Maker. 
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3. Segmental analysis continued 
Reconciliation of segmental results to total profit 

АІІ figures іп Є million 

Underlying operating profit 

Specific adjusting items operating (loss )/profit 

Operating profrt 

Gain on sale of investments 

Net finance income 

Profit before tax 

Taxation expense 

Profit for the year attributable to equity shareholders 

Non-current assets* Ьу geographic location 

АІІ figures іп Є million 

Year ended 31 March 2019 

Year ended 31 March 2018 

• Excluding deferred tax. financial instruments and retirement benefit surplus. 

Depreciation, impairment and amortisation Ьу business segment - excluding specific adjusting items 
For the year ended 31 March 2019 

ДІІ figures іп є million 

Depreciation and impairment of property. plant and equipment* 

Amortisation of purchased or internally developed intangible assets 

• Excludes impairment of property ЄЗ.7m which is treated as а specific adjusting item (note 4). 

For the year ended 31 March 2018 

АІІ figures іп Є million 

Depreciation of property. plant and equipment 

Amortisation of purchased or internally developed intangible assets 
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Note 

4 

б 

8 

UK 

382.1 

З40.5 

ЕМЕА 

Services 

29.9 

2.З 

32.2 

ЕМЕА 

Services 

2З.б 

2.З 

25.9 

2019 

123.9 

(10.1) 

113.8 

1.1 

в.з 

123.2 

(9.З) 

113.9 

Rest of 
Worid 

153.0 

71.1 

Global 
Products 

2.2 

0.9 

3.1 

Global 
Products 

2.0 

1.4 

3.4 

2018 

122.5 

18.5 

141.0 

з.в 

144.8 

(б.7) 

138.1 

Total 

535.1 

411.б 

Total 

З2.1 

3.2 

35.3 

Total 

25.б 

З.7 

29.3 
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4. Specific adjusting items 
ln the income statement. the Group presents specific adjusting items separately. ln the judgement of the Directors, for the reader to obtain а 
proper understanding of the financial information, specific adjusting items need to Ье disclosed separately because of their size and nature. 
Further explanation of this rationale is provided in note 1 (Accounting policies). Undertying measures of performance exclude specific adjusting 
items. The following specific adjusting items have been ( charged)/credited in the consolidated income statement: 

АІІ figures in r. million 

Gаіп on sale of property 

Gain on sale of investment 

Gain оп sale of intellectual property 

Pension past service cost in respect of GMP equalisation 

Acquisition transaction costs 

Acquisition integration costs 

Specific adjusting items (loss)/profit before interest, tax, depreciation and amortisation 

lmpairment of property 

Amortisation of intangible assets arising from acquisitions 

Specific adjusting items operating (loss)/profit 

Gain on sale of investments 

Defined benefit pension scheme пеt fіпапсе іпсоmе 

Specific adjusting items (loss)/profit before tax 

Specific adjusting items - tax 

Total specific adjusting items profit after tax 

Reconciliation of undertying profit for the year to total profit for the year 

АІІ figures in r. million 

Underfying profit after tax - total Group 

Total specific adjusting items profit after tax 

Total profit for the year attributable to equity shareholders 

5. Profit before tax 
The following auditors' remuneration has been charged in arriving at profit before tax: 

АІІ figures іп r. million 

Fees рауаЬІе to the auditor and its associates: 

Audit of the Group's annual accounts 

Audit of the accounts of subsidiaries of the Company and its associated pension scheme 

Total audit fees 

Audit-related assurance services 

Total non-audit fees 

Total auditors' remuneration 

The following items have also been charged in arriving at profit before tax: 

АІІ figures in r. million 

Cost of inventories expensed 

Owned assets: depreciation 

Leased assets: depreciation 

Foreign exchange loss 

Research and development expenditure - customer funded contracts 

Research and development expenditure - Group funded 
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Note 

8 

Note 

2019 

0.2 

(0.7) 

(1.3) 

(0.7) 

(2.5) 

(3.7) 

(3.9) 

(10.1) 

1.1 

8.2 

{О.В) 

3.2 

2.4 

2019 

111.5 

2.4 

113.9 

2019 

0.5 

0.2 

0.7 

0.1 

0.1 

о.в 

2019 

28.5 

29.0 

0.4 

0.5 

272.9 

26.0 
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2018 

14.б 

О.б 

5.9 

21.1 

(2.6) 

18.5 

4.2 

22.7 

6.4 

29.1 

201В 

109.0 

29.1 

13В.1 

201В 

0.4 

0.2 

О.б 

0.1 

0.1 

0.7 

201В 

25.4 

25.б 

284.3 

25.8 
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б. Finance income and expense 
For the уеаг ended 31 March 

АІІ figures in Е million 

Receivable оп bank deposits 

Finance income before specific adjusting items 

Amortisation of deferred financing costs 

РауаЬІе оп commitment fees 

Finance lease expense 

Unwinding of discount оп financial liabilities 

Finance expense before specific adjusting items 

Specific adjusting items: 

Defined benefit pension scheme net finance income 

Net finance income 

7. Business combinations 
Acquisitions in ргіог уеаг 

2019 2018 

1.2 0.7 

1.2 0.7 

(О.З) (О.З) 

(О.б) (О.7) 

(0.1) 

(О.1) (О.1) 

{1.1) {1.1) 

8.2 4.2 

8.3 3.8 

А payment of ЕО.1 m deferred consideration has been paid in respect of the prior year acquisition of Rubikon Group Pty Limited. The remaining 
ЕО.1 m deferred consideration has not been paid as at year end. 

Acquisitions in the уеаг to 31 March 2019 

АІІ figures in Е million 

Company acquired 

E.l.S Aircraft Operations 

lnzpire Group Limited 

Total current year acquisitions 

Payment of deferred consideration - prior year acquisitions' 

Less: cash acquired 

Plus: transaction costs2 

Net cash outflow in the year 

Date Cash 
acquired consideration 

1 б October 2018 46.8 

19 November 2018 22.9 

69.7 

0.1 

(9.9) 

1.3 

61.2 

Contribution post-acquisition 
Fair value 

of net assets Operating 
Goodwill acquired Revenue profit 

(ЗЗ.З) lЗ.5 9.8 1.1 

(11.7) lЗ.2 5.З 0.2 

{45.О) 26.7 15.1 1.3 

1 Deferred consideration has Ьееп paid іп respect of the prior year acquisition of Rubikon Group Pty Limited. 
' Transaction costs have Ьееп included іп 'Operating costs excluding depreciation and amortisation' as а specific adjusting item. 

E.1.S Aircraft Operations (ЕІS), now QinetiQ Germany 
QinetiQ acquired 100% of the share capital of EIS Holding GmbH, and thereby its Aircraft Operations business. in October 2018 for €52.бm 
(f:46.8m). EIS had €22.Бm (f:20.0m) of bank funding as at acquisition and this loan was paid off Ьу the Group post acquisition. EIS is а leading 
provider of airborne training services based in Germany, delivering threat-representation and operational readiness for military customer. EIS has 
natural synergies with QinetiQ's existing air engineering, test aircrew training and unmanned target service capabilities which we will exploit to 
strengthen our position in defence operational training. EIS will continue to Ье led Ьу its existing management team, forms part of QinetiQ's 
lnternational business unit and, post-acquisition, is reported within QinetiQ's ЕМЕА Services division. lf the acquisition had occurred оп the first day 
of the financial уеаг, Group revenue for the уеаг would have been f:925.2m and the Group profit before tax would have been f;l 25.9m. 

ldentifiable assets acquired and liabilities assumed 
The following table summarises the recognised amounts of assets acquired and liabilities assumed at the date of acquisition and the adjustments 
required to the book values of the assets and liabilities in order to present the net assets of these businesses at fair value and in accordance with 
Group accounting policies. The fair values remain provisional, but will Ье finalised within 12 months of acquisition. 
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АІІ figures іп Є million 

lntangible assets 

Property, plant and equipment 

lnventory 

Trade and other receivables 

Cash апd cash equivalents 

Trade and other payables 

Finance lease liabilities 

Corporation tax 

Bank Іоап 

Deferred tax liability 

Net assets acquired 

Goodwill 

Consideration 

Note 

14 

15 

17 

lЗ 

The consideration of f46.8m was satisfied епtігеІу іп cash іп the fіпапсіаІ уеаг. with по deferred coпsideration. 

Book 
v11Іue 

4.8 

0.4 

9.2 

6.4 

(6.7) 

(2.7) 

(2.5) 

(20.О) 

(0.8) 

{l l .9) 
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Fairvalue Fair value at 
adjustюe11t acquisition 

37.3 З7.З 

4.8 

0.4 

9.2 

6.4 

(6.7) 

(2.7) 

(2.5) 

(20.0) 

(11.9) (12.7) 

25.4 13.5 

ЗЗ.З 

46.8 

The fair value adjustments iпclude f37.3m іп геІаtіоп to the recognitioп of acquired іпtапgіЬІе assets of which fЗl .8m relates to customer 
relatioпships апd f5.5m relates to existing techпology. The goodwill is attributable mаіпІу to the skills and techпical taleпt of the EIS work force 
апd the syпergies expected to Ье achieved from integratiпg the company іпtо the Group's existiпg busiпess. 

lnzpire Group Limited (lnzpire) 
Іп November 2018 QinetiQ acquired 85% ofthe shares of lnzpire Group Limited for а total coпsideratioп of f22.9m with ап arraпgemeпt to acquire 
the remaining 15% after two years. lnzpire is а highly regarded provider of traiпing services to the Royal Аіг Force and British Army and this 
strategic iпvestment further enhaпces our capability іп defeпce орегаtіопаІ tгаіпіпg. With а leading positioп withiп the UK, the iпvestmeпt allows us 
to further leverage the capability іп attractive markets іпtегпаtіопаІІу, complemeпtiпg our acquisitioпs of QTS апd EIS апd supportiпg our strategic 
objectives. Іf the acquisitioп had occurred оп the first day of the fiпancial уеаг, Group reveпue for the уеаг would have Ьееп f921.4m апd the Group 
profit before tax would have Ьееп fl 24.8m. 

Following completioп. Іпzріrе coпtiпues to Ье led Ьу its existiпg maпagemeпt team. lt is aligпed to QiпetiQ's СІТ busiпess uпit апd is reported 
withiп QiпetiQ's ЕМЕА Services divisioп. 

ldeпtifiable assets acquired and liabilities assumed 
The followiпg table summarises the recogпised amouпts of assets acquired апd liabilities assumed at the date of acquisitioп апd the adjustmeпts 
required to the book values of the assets and liabilities іп order to preseпt the пеt assets of the busiпess at fair value апd іп ассогdапсе with Group 
accouпtiпg policies. Тhе fair values геmаіп provisioпal, but will Ье fiпalised withiп 12 moпths of acquisitioп. 

Book Fair value Fair value at 
АІІ figures in Є million Note value adjustment acquisition 

lntangible assets 14 9.6 9.6 

Property. plant and equipment 15 0.4 0.4 

lnventory 0.1 0.1 

Trade and other receivables з.з з.з 

Cash and cash equivalents З.5 З.5 

Т rade and other payables (2.0) (2.0) 

Deferred tax liability 17 (1.7) (1.7) 

Net assets acquired 5.3 7.9 13.2 

Non-controlling interest (2.0) 

Goodwill lЗ 11.7 

Consideration 22.9 

The coпsideratioп of f22.9m was satisfied eпtirely іп cash іп the fiпancial year, with по deferred coпsideratioп. 

The fair value adjustmeпts iпclude f9.бm іп геІаtіоп to the recogпition of acquired іпtапgіЬІе assets of which f4.6m relates to customer 
relatioпships, f4.4m relates to existiпg techпology апd ЕО.бm relates to trade пames. The goodwill is attributable mаіпІу to the skills апd techпical 
taleпt of lпzpire's work force апd the syпergies expected to Ье achieved from iпtegratiпg the соmрапу іпtо the Group's existiпg busiпess. 
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8. Taxation 

АІІ figures in ( million 

Analysis of charge 

Current UK tax expense/(income) 

Current UK tax in respect of prior years 

Overseas corporation tax 

Current year 

Current tax expense/(income) 

Deferred tax expense/(income) 

Deferred tax impact of change in rates 

Deferred tax in respect of prior years 

Deferred tax expense/(income) 

Taxation expense/(income) 

Factors affecting tax charge/(credit) in year 

Principal factors reducing the Group's current year tax charge 
below the UK statutory rate are explained below: 

Profit before tax 

Тах on profit before tax at 19% (2018: 19%) 

Effect of: 

Expenses not deductible for tax purposes and non-taxable items 

Current UK tax in respect of prior years 

Research and development expenditure credits 

Тах in respect of an FY09 US acquisition - рауаЬІе to the tax authorities 

Recognition of deferred tax asset 

Deferred tax impact of change in rates 

Deferred tax in respect of prior years 

Other deferred tax movements 

Different tax rates in overseas jurisdictions 

Taxation expense/(income) 

Effective tax rate 

Underlying 

8.2 

(1.6) 

1.8 

8.4 

З.5 

(О.1) 

0.7 

4.1 

12.5 

124.0 

23.б 

(0.9) 

(1.6) 

(7.1) 

(1.6) 

(О.7) 

0.7 

0.1 

12.5 

10.1%. 

Specific 
adjusting 

items 

1.0 

(4.1) 

(3.1) 

(1.2) 

(0.1) 

1.2 

(0.1) 

(3.2) 

(0.8) 

(О.2) 

0.1 

(4.1) 

(0.1) 

1.2 

0.2 

(О.З) 

(3.2) 

2019 

Total 

9.2 

(5.7) 

1.8 

5.3 

2.З 

(0.2) 

1.9 

4.0 

9.3 

12З.2 

23.4 

(О.В) 

(5.7) 

(7.1) 

(1.6) 

(О.В) 

1.9 

0.2 

(0.2) 

9.3 

7.5% 

Underlying 

(0.2) 

(1.0) 

4.7 

3.5 

7.9 

2.4 

(0.7) 

9.б 

13.1 

122.1 

23.2 

(0.2) 

(1.0) 

(12.0) 

1.0 

1.5 

(0.7) 

(0.1) 

1.4 

13.1 

10.7% 

Specific 
adjusting 

items 

О.б 

О.б 

(7.2) 

(1.2) 

1.4 

(7.0) 

(б.4) 

22.7 

4.3 

(З.З) 

(7.б) 

(1.2) 

1.4 

0.2 

(0.2) 

(б.4) 

2018 

Total 

0.4 

(1.0) 

4.7 

4.1 

0.7 

1.2 

0.7 

2.б 

б.7 

144.8 

27.5 

(З.5) 

(1.0) 

(12.0) 

1.0 

(7.6) 

о.з 

0.7 

0.1 

1.2 

б.7 

4.6% 

The total tax charge was f9.3m (2018: f6.7m). The underlying tax charge was fl 2.5m (2018: fl 3.1 m) with an underlying effective tax rate of 
10.1% for the year ending 31 March 2019 (2018: 10.7%). Тhе effective tax rate continues to Ье below the UK statutory rate. primarily as а result 
of the benefit of research and development expenditure credits ('RDEC') in the UK which are accounted under IASl 2 within the tax line. The . 
adjusted effective tax rate before the impact of RDEC would Ье 15.0%. The effective tax rate is expected to remain below the UK statutory rate 
in the medium term, subject to any tax legislation changes. the geographic mix of profits. the recognition of unrecognised tax losses and while 
the benefit of net RDEC retained Ьу the Group remains in the tax line. 

Тах \osses and specific adjusting items 
А f2.8m credit in respect of initial recognition of corporate tax deductions for certain equity-settled share based payment schemes has been 
classified as а specific adjusting item. Together with а f0.4m tax effect of the pre-tax specific adjusting items. the total specific adjusting items 
tax credit was f.:3.2m (2018: f.:6.4m). 

At 31 March 2019 the Group had unused tax losses and surplus interest costs of fl l 4.9m which are available for offset against future taxable 
profits. А deferred tax asset of f4.9m is recognised in respect of f21. l m of US net operating losses. No deferred tax asset is recognised in respect 
of the remaining f.:93.8m of losses/interest costs due to uncertainty over the timing and extent of their utilisation. The Group has fбO.Om of time­
limited losses of which US capital losses of f28.2m will expire in 2020 and US net operating losses of f21.2m will expire in 2035, f9. l m in 2036 
and fl .5m in 2038. Deferred tax has been calculated using the enacted future statutory tax rates. 

Factors affecting future tax charges 
Тhе effective tax rate is expected to remain below the UK statutory rate in the medium term. subject to the impact of any tax legislation changes. 
the geographic mix of profits and the assumption that the benefits of net R&D expenditure credits retained Ьу the Group remain in the tax line. 
Future recognition of unrecognised tax losses will also affect future tax charges. 
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9. Dividends 
An analysis of the dividends paid and proposed in respect of the years ended 31 March 2019 and 31 March 2018 is provided below: 

Pence Date paid/ 
per share Em рауаЬІе 

lnterim 2019 2.1 11.9 Feb 2019 

Final 2019 (proposed) 4.5 25.5 Aug 2019 

Total for the year ended 31 March 2019 б.б 37.4 

lnterim 2018 2.1 11.9 Feb 2018 

Final 2018 4.2 23.8 Aug 2018 

Total for the year ended 31 March 2018 б.З 35.7 

The Directors propose а final dividend of 4.5р (2018: 4.2р) per share. The dividend, which is subject to shareholder approval, will Ье paid оп 
ЗО August 2019. The ex-dividend date is 1 August 2019 and the record date is 2 August 2019. 

1 О. Analysis of employee costs and numbers 
The largest component of operating expenses is employee costs. The year-end and average monthly number of persons employed Ьу the Group, 
including Executive Directors, analysed Ьу business segment, were: 

As at 31 March Monthly average 

ЕМЕА Services 

Global Products 

Total 

The aggregate payroll costs of these persons were as follows: 

АІІ figures in Е million 

Wages and salaries 

Social security costs 

Pension costs 

Share-based payments costs 

Total employee costs 

11. Directors and other senior management personnel 

2019 
Number 

5,170 

891 

б,Обl 

2018 
Number 

5,239 

826 

б,065 

Note 

28 

2019 2018 
Number Number 

5,134 5,340 

860 803 

5,994 6,143 

2019 2018 

303.1 292.3 

27.4 28.1 

40.2 39.б 

6.1 2.7 

З7б.8 362.7 

The Oirectors and other senior management personnel of the Group during the year to 31 March 2019 comprise the Board of Oirectors and the 
Executive Committee. The remuneration and benefits provided to Oirectors and the Executive Committee аге summarised below: 

АІІ figures in Е million 2019 2018 

Short-term employee remuneration including benefits 10.0 8.1 

Post-employment benefits 0.1 0.1 

Share-based payments costs 1.2 0.7 

Total 11.З 8.9 

Short-term employee remuneration and benefits include salary, bonus and benefits. Post-employment benefits relate to pension amounts. 
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12. Earnings per share 
Basic earnings рег share is calculated Ьу dividing the profit attributable to equity shareholders Ьу the weighted average number of ordinary shares 
in issue during the уеаг. The weighted average number of shares used excludes those shares bought Ьу the Group and held as own shares (see 
note 27). For diluted earnings рег share the weighted average number of shares in issue is adjusted to assume conversion of аІІ potentially dilutive 
ordinary shares arising from unvested share-based awards including share options. 

For the year ended 31 March 

Weighted average number of shares 

Effect of dilutive securities 

Diluted number of shares 

МіІІіоп 

Million 

Million 

2019 

566.0 

4.0 

570.0 

2018 

565.2 

2.0 

567.2 

Undertying basic earnings рег share figures аге presented below, in addition to the basic and diluted earnings рег share, because the Directors 
consider this gives а more relevant indication of underlying business performance and reflects the adjustments to basic earnings рег share for the 
impact of specific adjusting items (see note 4) and tax thereon. 

Underlying EPS 

For the year ended 31 March 

Profit attributable to equity shareholders 

Remove profit after tax in respect of specific adjusting items 

Underlying profit after taxation 

Weighted average number of shares 

Underlying basic EPS 

Diluted number of shares 

Underlying diluted EPS 

Basic and diluted EPS 

For the year ended 31 March 

Profit attributable to equity shareholders 

Weighted average number of shares 

Basic EPS - total Group 

Diluted number of shares 

Diluted EPS - total Group 

1 З. Goodwill 

АІІ figures іп f. million 

Cost 

At 1 April 

Acquisitions 

Foreign exchange 

At 31 March 

lmpainnent 

At 1 April 

Foreign exchange 

At 31 March 

Net book value at 31 March 

f.million 

f.million 

f.million 

Million 

Реп се 

Million 

Ре псе 

f.million 

Million 

Pence 

Million 

Репсе 

2019 2018 

113.9 138.1 

(2.4) (29.1) 

111.5 109.0 

566.0 565.2 

19.7 19.З 

570.0 567.2 

19.6 19.2 

2019 2018 

113.9 138.1 

566.0 565.2 

20.1 24.4 

570.0 567.2 

20.0 24.З 

2019 2018 

203.0 220.4 

45.0 

9.4 (17.4) 

257.4 203.0 

(101.5) (112.6) 

(7.3) 11.1 

(108.8) (101.5) 

148.6 101.5 

The goodwill acquired of f:45.0m arises from the acquisitions of E.l.S. Aircraft Operations (now QinetiQ GmbH) and lnzpire Group Limited in the 
уеаг, generating goodwill of f:33.3m and f:l l .7m respectively. Foreign exchange movements in respect of the E.l.S. goodwill post acquisition result 
in the E.l.S. closing goodwill as at 31 March 2019 decreasing to f:32.2m (as рег the following table). 
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Goodwill aпalysed Ьу cash-geпeratiпg uпit (CGU) 
Goodwill is allocated across four cash-geпeratiпg uпits (CGUs) withiп the ЕМЕА Services segmeпt апd five CGUs withiп the Global Products 
segmeпt. The full list of CGUs that have goodwill allocated to them is as follows: 

АІІ figures in f. million Primary reporting segments 2019 

QinetiQ North America 

Target Systems 

Boldon James 

Commerce Decisions 

Space Products 

QinetiQ Germany (acquired in уеаг, see note 7) 

lnzpire (acquired in year, see note 7) 

Advisory Services 

Australia 

Global Products 41.9 

Global Products 24.3 

Global Products 10.7 

Global Products 6.4 
Global Products 5.7 
ЕМЕА Services 32.2 
ЕМЕА Services 11.7 

ЕМ Ед Services 9.8 
ЕМ ЕА Services 5.9 

Net book value at 31 March 148.б 

Goodwill is attributable to the excess of coпsideratioп over the fair value of пеt assets acquired апd iпcludes expected syпergies, future growth 
prospects апd employee kпowledge, expertise апd security сІеагапсеs. The Group tests each CGU for impairmeпt аппuаІІу, ог more frequeпtly if 
there аге iпdicatioпs that goodwill might Ье impaired. lmpairmeпt testiпg is depeпdeпt оп maпagemeпt's estimates апd judgemeпts, particularly 
as they relate to the forecastiпg of future cash flows, the discouпt rates selected апd expected loпg-term growth rates. Sigпificaпt headroom 
exists іп аІІ CGUs апd maпagemeпt coпsiders that there аге по likely variatioпs іп the key assumptioпs which would lead to ап impairmeпt 
Ьеіпg recogпised. 

Кеу assumptioпs 
Cash flows 
The value-iп-use calculatioпs geпerally use discouпted future cash flows based оп fіпапсіаІ рІапs approved Ьу the Board coveriпg а three-year 
period. Cash flows for periods Ьеуопd these periods are extrapolated based оп the last year of the рІапs, with а termiпal growth-rate 
assumptioп applied. 

ТегmіпаІ growth rates 
The specific рІапs for each of the CGUs have Ьееп extrapolated usiпg а termiпal growth rate of 1.0% - 2.4% (2018: 1.0% - 2.5%). Тhе US termiпal 
growth rate was 1.9% (2018: 1.7%). Growth rates аге based оп maпagemeпt's estimates which take іпtо coпsideratioп the loпg-term пature of the 
iпdustry іп which the CGUs operate апd exterпal forecasts as to the likely growth of the iпdustry іп the loпger term. 

Discouпt rates 
The Group's weighted average cost of capital was used as а basis іп determiпiпg the discouпt rate to Ье applied, adjusted for risks specific to the 
market characteristics of CGUs, as appropriate оп а pre-tax basis. This is coпsidered ап appropriate estimate of а market participaпt discouпt rate. 
The pre-tax discouпt rates applied to the cash flows of the QNA CGU апd to the Target Systems CGU were 14.6% апd 11.3% respectively. Discouпt 
rates гапgіпg from 11.2% to 12.0% were applied to the cash flows of the other, less sigпificaпt, CGUs. 

Seпsitivity aпalysis shows that the value of the termiпal year cash flow, the discouпt rate апd the termiпal growth rates have а sigпificaпt impact 
оп the value of the discouпted cash flow. 

Significant CGUs 
QiпetiQ North America (QNA) 
The carryiпg value of the goodwill for QNA CGU was f:4 l .9m as at 31 March 2019 (2018: f:38.8m). The recoverable amouпt of this CGU as at 
31 March 2019, based оп value іп use апd calculated usiпg the assumptioпs пoted above, is higher thaп the carryiпg value of пеt operatiпg 
assets (of f:52.4m). The key seпsitivity impactiпg оп the value іп use calculatioпs is the termiпal year cash flows. These cash flows iпclude 
сегtаіп assumptioпs about reveпue апd profit іп respect of пеw product Ііпеs still to Ье lauпched апd the success of wіппіпg сегtаіп goverпmeпt 
coпtracts. Ап іпсгеаsе іп the discouпt rate Ьу 1 %, а decrease іп the termiпal growth rate Ьу 1 % or а decrease іп the termiпal year cash flows 
of E2.0m would поt cause the пеt operatiпg assets to exceed their recoverable amouпt. 

Target Systems 
The recoverable amouпt of this CGU as at 31 March 2019, based оп value іп use апd calculated usiпg the assumptioпs пoted above, is higher 
thaп the carryiпg value of пеt operatiпg assets (of f:29.4m). The key seпsitivity impactiпg оп the value іп use calculatioпs is the termiпal year 
cash flows. Ап iпcrease іп the discouпt rate Ьу 1 %, а decrease іп the termiпal growth rate Ьу 1 % ог а decrease іп the termiпal year cash flows 
of E2.0m would поt cause the пеt operatiпg assets to exceed their recoverable amouпt. 
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14. lntangible assets 
Year ended 31 March 2019 

АІІ figures in Є million 

Cost 

At 1 April 2018 

Additions - internally developed" 

Additions - purchased" 

Additions - recognised on acquisition 

Foreign exchange 

At 31 March 2019 

Accumulated amortisation and impairment 

At 1 April 2018 

Amortisation charge for year 

Foreign exchange 

At 31 March 2019 

Net book value at 31 March 2019 

Acquired intangible 
assets 

Development Customer 
relationships Other costs 

52.7 б2.б 22.З 

о.з 

2.8 

Зб.4 10.5 

1.1 2.9 0.4 

90.2 76.0 25.8 

ЗЗ.8 55.4 19.З 

2.7 1.2 1.1 

1.9 2.9 0.2 

38.4 59.5 20.6 

51.8 16.5 5.2 

АІСС" and 
other 

intangible 
assets 

47.0 

З.2 

1.9 

0.2 

52.3 

З5.О 

2.1 

0.2 

37.3 

15.0 

Total 

184.б 

З.5 

4.7 

4б.9 

4.б 

244.3 

143.5 

7.1 

5.2 

155.8 

88.5 

' АІСС = Assets ln Course Of Construction E7.4m (2018: !:4.0m) 
• Additions per the table above are lower than the capital expenditure included in the cash flow statement due to the relative timing of cash payments compared to the recognition of 

balance sheet assets · 

'Other' consists primarily of intellectual property and existing technology arising оп acquisition of businesses. 

Year ended 31 March 2018 

Acquired intangible АІсс· and 
assets other 

Customer Development intangible 
АІІ figures in Є million relationships Other costs assets Total 

Cost 

At 1April2017 5б.О б7.5 19.7 4З.З 18б.5 

Additions - internally developed 0.4 З.б 4.0 

Additions - purchased 1.4 7.9 9.З 

Reclassification from property, plant and equipment 0.4 0.4 

Disposals (7.1) (7.1) 

Transfers 0.7 (0.7) 

Forei9n exchange (З.З) (4.9) 0.1 (О.4) (8.5) 

At 31 March 2018 52.7 62.6 22.3 47.0 184.6 

Accumulated amortisation and impairment 

At 1 April 2017 З4.9 58.8 17.8 40.З 151.8 

Amortisation charge for уеаг l.б 1.0 1.5 2.2 б.З 

Disposals (7.1) (7.1) 

Foreign exchange (2.7) (4.4) (0.4) (7.5) 

At 31 March 2018 33.8 55.4 19.3 35.0 143.5 

Net book value at 31 March 2018 18.9 7.2 3.0 12.0 41.1 

' АІСС = Assets ln Course Of Construction !:4.0m (2017: !:2.lm) 
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1 5. Property, plant and equipment 
Уеаг ended 31 Магсh 2019 

Plant. 
machinery Computers Assets 

Land and and and office under 
АІІ figures in f. million · buildings vehicles• equipment construction Total 

Cost 

At 1 April 2018 ЗОЗ.1 19З.8 50.З 50.8 598.0 

Additions - purchased' 2.1 21.9 2.2 З5.1 61.З 

Additions - recognised оп acquisition 5.0 0.2 5.2 

Land and buildings assets classified as held for sale (0.7) (0.7) 

Disposals (1.2) (О.З) (1.4) (2.9) 

Transfers 1.9 19.1 10.l (Зl.l) 

Foreign exchange 0.5 1.1 0.4 2.0 

АІ 31 March 2019 306.9 239.7 62.9 53.4 662.9 

Accumulated depreciation and impairment 

At 1 АргіІ 2018 161.2 140.2 27.6 З29.О 

Charge for уеаг 8.7 lЗ.О 7.7 29.4 

lmpairment З.7 2.7 6.4 

Disposals (1.2) (О.З) (1.5) 

Foreign exchange 0.4 0.9 о.з 1.6 

АІ 31 March 2019 174.0 155.6 35.3 364.9 

Net book value аІ 31 March 2019 132.9 84.1 27.6 53.4 298.О 

• Add~ions per the table above are lower than the capital expenditure included in the cash flow statement due to the relative timing of cash payments compared to the recognition of 
balance sheet assets 

' lncludes finance leased aircrafts acquired as part of EIS Є2.5m 

Disposals include аігсгаft sold fог а gain of fб.9m following investment in new аігсгаft fог test aircгew tгaining undeг the LTPA contгact. 

Non-cuгrent assets classified as held for sale 
Property, plant and equipment excludes property to the value of fl .9m (2018: fl .2m) which is reported separately as 'Non-current assets 
classified as held for sale'. f0.7m of property was transferred out of РР&Е in the current year and fl .2m had been transferred out in the prior 
year. This property is surplus to use in the Group and disposal transactions are expected to complete within the next 12 months. 

Year ended 31 March 2018 

Plant, Computers Assets 
Land and machinery and office under 

АІІ figures in f. million buildings and vehicles equipment construction 

Cost 

At 1 АргіІ 2017 ЗЗl.7 198.5 52.1 З4.3 

Additions - purchased 1.0 13.4 3.5 49.2 
Additions - acquisitions (0.4) 

Land and buildings assets classified as held for sale (1.2) 

Disposals {29.2) {З2.6) (16.6) (2.4) 

Transfers 1.7 16.З 11.7 (29.7) 

Foreign exchange (0.9) (1.8) (О.4) (0.2) 

АІ 31 March 2018 303.1 193.8 50.3 50.8 

Accumulated depreciation and impairment 

At 1 April 2017 174.9 163.5 39.4 
Charge for year 9.7 10.5 5.4 

Disposals (22.6) (32.2) (16.6) 

Foreign exchange (0.8) (1.6) (О.б) 

At 31 March 2018 lбl.2 140.2 27.б 

Net book value аІ 31 March 2018 141.9 53.6 22.7 50.8 
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Total 

616.6 

67.1 

(О.4) 

(1.2) 

(80.8) 

(З.З) 

598.0 

377.8 

25.6 

(71.4) 

(З.О) 

329.0 

269.0 

129 



Notes to the Financial Statements cont1nued 

1 б. Equity accounted investments 
As at 31 March 

Non-current assets 

Current assets 

Non-current liabilities 

Current liabilities 

Net assets of joint ventures and associates 

Net assets of joint ventures 

Net assets of associate 

Net assets of joint ventures and associates 

17. Deferred tax 

Joint 
ventures and 

associates 
financial 

results 

0.2 

18.б 

18.8 

(1.9) 

(9.0) 

(10.9) 

7.9 

2019 

Group net 
share of Joint 

joint ventures and 
ventures associates 

and financial 
associates results 

0.1 0.2 

9.4 11.4 

9.5 11.б 

(О.б) 

(4.4) (7.1) 

(5.0) (7.1) 

4.5 4.5 

2.1 

2.4 

4.5 

Deferred tax assets and liabilities are offset only where there is а legally enforceable right to do so and there is an intention to settle the 
balances net. 

Movements in the deferred tax assets and liabilities аге shown below: 

Year ended 31 March 2019 
Deferred tax asset 

АІІ figures in Є million 

At 1 April 2018 

(Charged)/credited to income statement 

Charged to other comprehensive income 

Credited to equity 

Acquired in business combination 

Foreign exchange 

Gross deferred tax asset at 31 March 2019 

Less: liability available for offset 

Net deferred tax asset at 31 March 2019 

Deferred tax liability 

АІІ figures in Є million 

At 1 April 2018 

(Charged)/credited to income statement 

Credited to other comprehensive income 

Acquired in business combination 

Foreign exchange 

Gross deferred tax liability at 31 March 2019 

Less: asset available for offset 

Net deferred tax liability at 31 March 2019 

Deferred tax has been calculated using the enacted future statutory tax rates. 
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lntellectual 
property 

3.2 

(2.8) 

0.4 

Pension 
surplus 

(58.5) 

(1.4) 

11.3 

(48.б) 

Short-term 
timing 

differences 

7.3 

б.1 

(О.б) 

1.0 

(0.8) 

1.0 

14.0 

Accelerated 
capital 

allowances 

(10.3) 

(5.8) 

(lб.1) 

Losses 

5.5 

(О.8) 

0.2 

4.9 

Acquisition 
intangibles 

(7.2) 

0.7 

{13.б) 

0.2 

(19.9) 

2018 

Group net 
share of 

joint 
ventures 

and 
associates 

0.1 

5.б 

5.7 

(3.5) 

(3.5) 

2.2 

0.5 

1.7 

2.2 

Total 

lб.О 

2.5 

(О.б) 

1.0 

(О.8) 

1.2 

19.3 

(11.5) 

7.8 

Total 

(7б.О) 

{б.5) 

11.3 

(13.б) 

0.2 

(84.б) 

11.5 

(73.1) 
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Deferred tax of Єl 3.бm was created оп the acquisitioпs of E.l.S. апd Іпzріrе іп the year (Єl l .9m апd Єl .7m respectively). E.l.S. also had а пеt 
ЄО.Вm of deferred tax liability оп the ЬаІапсе sheet at acquisitioп, iпcluded as ап asset іп the table above due to а swiпg to а deferred tax asset 
positioп at year епd. 

At 31 March 2019 the Group had uпused tax losses апd surplus iпterest costs of Єl l 4.9m which are available for offset agaiпst future profits. 
А deferred tax asset of Є4.9m is recogпised іп respect of Є21. lт of US пеt operatiпg losses. No deferred tax asset is recogпised іп respect of the 
remaiпiпg Є93.Вm of losses/iпterest costs due to uпcertaiпty over the timiпg апd exteпt of their utilisatioп. The Group has ЄбО.Оm of time-limited 
losses of which US capital losses of Є28.2m will expire іп 2020 апd US пеt operatiпg losses of Є21.2m will expire іп 2035, Є9.1 m іп 2036 апd 
Єl .Sm іп 2038. Deferred tax has Ьееп calculated usiпg the eпacted future statutory tax rates. 

Year eпded 31 March 2018 
Deferred tax asset 

АІІ figures in Е million 

At 1 April 2017 

(Charged)/credited to income statement 

Charged to other comprehensive income 

Foreign exchange 

Gross deferred tax asset at 31 March 2018 

Less: liability available for offset 

Net deferred tax asset at 31 March 2018 

Deferred tax liability 

АІІ figures in Е million 

At 1 April 2017 

(Charged)/credited to income statement 

Charged to other comprehensive income 

Foreign exchange 

Gross deferred tax liability at 31 March 2018 

Less: asset available for offset 

Net deferred tax liability at 31 March 2018 

18. lnventories 
As at 31 March 

АІІ figures in Е million 

Raw materials 

Work in progress 

Finished goods 

19. Trade and other receivables 
As at 31 March 

АІІ figures in Е million 

Trade receivables 

Contract assets 

Other receivables 

Prepa ments 

Short-tenn 
lntellectual timing 

property differences 

9.9 

3.2 (1.2) 

(О.б) 

(О.В) 

3.2 7.3 

Accelerated 
Pension capital 
surplus allowances 

(31.4) (4.9) 

(2.7) (5.3) 

(24.4) 

(0.1) 

(58.5) (10.3) 

Losses 

3.7 

1.9 

(0.1) 

5.5 

Acquisition 
intangibles 

(8.9) 

1.5 

0.2 

(7.2) 

2019 

24.1 

б.4 

9.б 

Total 

13.6 

3.9 

(О.б) 

(О.9) 

16.0 

(9.б) 

6.4 

Total 

(45.2) 

(б.5) 

(24.4) 

0.1 

(76.0) 

9.6 

(66.4) 

2018 

18.3 

9.2 

10.б 

40.1 38.1 

2019 2018 

86.7 бб.7 

90.5 б2.3 

12.1 7.9 

19.2 13.4 

208.5 150.3 
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19. Trade and other receivables continued 
Іп determiпiпg the recoverability of trade receivables, the Group coпsiders апу chaпge іп the credit quality of the trade receivable from the date 
credit was graпted to the reportiпg date. Credit risk is limited as а result of the high perceпtage of reveпue derived from UK апd US goverпmeпt 
ageпcies. Accordiпgly, the Directors believe that по credit provisioп іп excess of the аІІоwапсе for doubtful debts is required. As at 31 March 2019 
the Group carried а provisioп for doubtful debts of fl .2m (2018: fl .5m). 

Coпtract assets is а пеw term used іп adoptiпg IFRS 15 апd effectively represeпts amouпts recoverable uпder coпtracts as previously reported 
(refer to accouпting policies note). The iпcrease іп contract assets in the year primarily reflects the phasing of payment milestoпes оп 
programmes in the Group's Maritime. Laпd & Weapons busiпess uпit. This is expected to reduce іп 2020. 

Ageiпg of past due but поt impaired receivables 

АІІ figures in Є million 

Up to three months 

Over three months 

Movemeпts іп the doubtful debt provisioп 

АІІ figures in Є million 

At 1 April 

Created 

Released 

Utilised 

Foreign exchange 

At 31 March 

2019 

14.5 

2.4 

16.9 

2019 

1.5 

1.9 

(0.1) 

(2.2) 

0.1 

1.2 

2018 

10.5 

О.б 

11.1 

2018 

2.0 

0.5 

(0.1) 

(0.8) 

(0.1) 

1.5 

The maximum exposure to credit risk іп relatioп to trade receivables at the reporting date is the fair value of trade receivables. The Group does not 
hold апу collateral as security. 

20. Current asset investments 
As at 31 March 

АІІ figures in Є million 

Current asset investments 

2019 2018 

0.7 

The Group previously held а 2.6% iпvestmeпt in pSivida. а соmрапу listed оп NASDAQ. The iпvestmeпt was sold іп FYl 9 for proceeds of fl .5m, 
recogпising а gаіп оп sale of fl .1 m. 

21. Trade and other payables 
As at 31 March 

АІІ figures.in Є million 2019 2018 

Trade payables 61.2 83.0 

Other tax and social security 31.8 26.3 

Contract liabilities 123.6 88.0 

Accrued expenses and other payables 130.0 137.6 

Total current trade and other payables 346.6 334.9 

Contract liabilities 4.3 6.1 

Other payables 16.6 12.б 

Total non-current trade and other payables 20.9 18.7 

Total trade and other payables 367.5 353.6 

Coпtract liabilities is а new term used іп adoptiпg IFRS 15 and effectively represeпts deferred income as previously reported (see accounting 
policies поtе). The iпcrease іп coпtract liabilities in the year primarily reflects the relative phasiпg of project delivery versus payment milestones on 
various programmes in the Group's Maritime, Land & Weapons, Air & Space and СІТ business units. This is expected to reduce in 2020. Revenue 
recognised in the current period that was included іп contract liabilities ЬаІапсе at the Ьеgіппіпg of the period was f62.0m. 
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22. Provisions 
Уеаг ended 31 Marct) 2019 

АН fi9ures in Є mi\lion Property Other Total 

At 1АргіІ2018 11.1 9.2 20.З 

Created in уеаг 1.6 2.6 4.2 

Released in уеаг (О.В) (5.2) (б.О) 

Unwind of discount 0.1 0.1 

Utilised in уеаг (1.6) (0.2) (1.8) 

Reclassification 2.7 (2.7) 

Foreign exchange 0.1 0.1 

At 31 March 2019 13.1 3.8 16.9 

Current liability 5.4 о.в 6.2 

Non-current liability 7.7 з.о 10.7 

At 31 March 2019 13.1 3.8 16.9 

Property provisioпs relate to uпder-utilised properties іп the UK. The exteпt of the provisioп is aftected Ьу the timiпg of w.heп properties сап Ье suЬ­
let апd the proportioп of space that сап Ье suЬ-let. Based оп curreпt assessmeпt the provisioп will Ье utilised withiп 1 О years. 

Other provisioпs relate to епvігопmепtаІ апd other liabilities, the magпitude апd timiпg of utilisatioп of which аге determiпed Ьу а variety of factors. 

23. Net cash 
As at 31 March 

2019 2018 

АІІ figures in Є million Assets Liabilities Net Assets Liabilities Net 

Curтent financial assets/(liabilities) 

Deferred financing costs 0.4 0.4 0.1 0.1 

Available-for-sale investment 15.7 15.7 

Finance lease (0.7) (0.7) 

Derivative financial instruments 0.1 (1.1) (1.0) 1.1 (2.6) (1.5) 

Total current financial assets/(liabilities) 0.5 (1.8) (1.3) 16.9 (2.6) 14.3 

Non-current assets/{liabilities) 

Deferred financing costs 0.9 0.9 

Finance lease (1.6) (1.6) 

Derivative financial instruments (О.З) (О.З) о.з (1.9) (1.6) 

Total non-curтent financial assets/(liabilities) 0.9 (1.9) (1.0) о.з (1.9) (1.6) 

Total financial assets/(liabilities) 1.4 {3.7) {2.3) 17.2 (4.5) 12.7 

Cash 99.6 99.6 128.0 128.0 

Cash equivalents 91.2 91.2 126.1 126.1 

Total cash and cash equivalents 190.8 190.8 254.1 254.1 

Total net cash as defined Ьу the Group 188.5 266.8 

At 31 March 2019 the Group held E2.8m (2018: E2.2m) of cash which is restricted іп its use. Тhе available for sale iпvestmeпt is а 'Libor-plus' 
iпvestment fuпd iпvestiпg іп а portfolio of ААА апd AA-rated asset backed securities апd corporate floatiпg rate пotes. 
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24.Leases 
Operatiпg leases 
Group as а lessor 
The Group receives гепtаІ income оп сегtаіп properties. Primarily these аге properties partially occupied Ьу Group compaпies, with vacaпt space 
suЬ-let to third-party teпaпts. The Group had coпtracted with teпaпts for the followiпg future miпimum lease payments: 

АІІ figures in Є million 

Within опе year 

Іп the second to fifth years inclusive 

Greater than five years 

Group as а lessee 

АІІ figures in Е: million 

Lease and suЬ-lease expense for the year 

The Group has the followiпg total future miпimum operatiпg lease payment commitmeпts: 

АІІ figures іп Е: million 

Within опе year 

Іп the second to fifth years inclusive 

Greater than five years 

2019 

5.9 

lЗ.l 

З.7 

22.7 

2019 

8.9 

2019 

8.5 

17.5 

з.з 

29.3 

Operatiпg lease paymeпts represeпt reпtals рауаЬІе Ьу the Group оп сегtаіп property, рІапt and equipment. РrіпсіраІ operating leases are 
пegotiated for а term of approximately 1 О years. 

Fіпапсе leases 
Group as а lessee 
Тhе Group has the followiпg total future miпimum finaпce lease paymeпt commitmeпts: 

АІІ figures іп Е: mіІІіоп 

Within опе year 

Іп the second to fifth years inclusive 

Greater than five years 

2019 

0.7 

0.7 

0.9 

2.3 

The Group acquired three aircraft held under fiпance leases (ехрігіпg December 2021) as part of the EIS acquisition in the current уеаг. 

25. Financial risk management 

2018 

4.6 

10.1 

5.З 

20.0 

2018 

7.5 

2018 

7.5 

17.2 

З.5 

28.2 

2018 

The Group' s international operations expose it to financial risks that include the effects of changes in foreign exchange rates, interest rates, credit 
risks and liquidity risks. 

Treasury and risk management policies, which are set Ьу the Board, specify guideliпes оп financial risks and the use of fiпancial iпstrumeпts to 
maпage risk. The iпstrumeпts апd techпiques used to maпage exposures iпclude foreigп curreпcy derivatives. Group treasury moпitors fіпапсіаІ 
risks апd соmрІіапсе with risk maпagemeпt policies duriпg the year. There have Ьееп по changes іп апу risk maпagemeпt policies duriпg the year 
or sіпсе the year епd. 
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Financial Statements -

А) Fair values of fіпапсіаІ iпstrumeпts 
The table below aпalyses fіпапсіаІ iпstrumeпts carried at fair value, Ьу valuatioп method. The differeпt levels have Ьееп defiпed 
as follows: 

Level 1 - measured usiпg quoted prices (uпadjusted) іп active markets for ideпtical assets or liabilities 

Level 2 - measured usiпg iпputs other thaп quoted prices iпcluded withiп Level 1 that are observable for the asset or liability, either directly (і.е. as 
prices) or iпdirectly (і.е. derived from prices). Level 2 derivatives comprise forward foreigп exchaпge coпtracts which have Ьееп fair valued usiпg 
forward exchaпge rates that are quoted іп ап active market 

Level 3 - measured usiпg iпputs for the assets or liability that are поt based оп observable market data (і.е. uпobservable iпputs). 

The followiпg table preseпts the Group's assets апd liabilities that are measured at fair value as at 31 March 2019: 

АІІ figures in Є million Note Level 1 Level 2 Level 3 

Assets 
Current derivative financial instruments 2З 0.1 

Non-current derivative financial instruments 2З 

Liabilities 

Current derivative financial instruments 2З (1.1) 

Non-current derivative financial instruments 2З (О.З) 

Total (1.3) 

The following table preseпts the Group's assets and liabilities that are measured at fair value as at 31 March 2018: 

АІІ figures in Є million Note Level 1 Level 2 Level 3 

Assets 

Available for sale investments 23 15.7 

Current other investments 20 0.7 

Current derivative financial instruments 23 1.1 

Non-current derivative financial instruments 23 о.з 

Liabilities 
Current derivative financial instruments 23 (2.6) 

Non-current derivative financial instruments 23 (1.9) 

Total lб.4 (3.1) 

For cash and cash equivaleпts, trade and other receivables апd Ьапk апd curreпt borrowiпgs, the fair value of the fiпancial instrumeпts 
approximate to their carryiпg value as а result of the short maturity periods of these fіпапсіаІ instrumeпts. For trade апd other receivables, 
allowaпces are made within the carryiпg value for credit risk. For other financial iпstrumeпts, the fair value is based оп market value, where 
available. Where market values are поt available, the fair values have Ьееп calculated Ьу discounting cash flows to пеt preseпt value usiпg 
prevailing market-based iпterest rates traпslated at the year-eпd rates, except for uпlisted fixed asset iпvestmeпts where fair value equals 
carryiпg value. There have Ьееп по transfers betweeп levels. 

Total 

0.1 

(1.1) 

(О.З) 

(1.3) 

Total 

15.7 

0.7 

1.1 

о.з 

(2.6) 

(1.9) 

13.3 

АІІ fiпancial assets апd liabilities had а fair value that is ideпtical to book value at 31 March 2019 and 31 March 2018. Detailed analysis is provided 
іп the following tables: 
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Notes to the Financial Statements cont1nued 

25. Financial risk management continued 
As at 31 March 2019 

Financial 
assets at Financial 
fairvalue liabilities at Derivatives Total 

Available profit and amortised used as carтying Total fair 
АІІ figures in Е million Note for sale loss cost hedges value value 

Financial assets 

Non-current 

Derivative financial instruments 2З 

Deferred financing costs 2З 0.9 0.9 0.9 
Current 

Trade and other receivables (excluding prepayments) 19 189.3 189.З 189.3 

Derivative financial instruments 23 0.1 0.1 0.1 
Current asset investments 20 
Available for sale investment 2З 

Deferred financing costs 2З 0.4 0.4 0.4 
Cash and cash equivalents 2З 190.8 190.8 190.8 

Total financial assets 380.1 1.3 0.1 381.5 381.5 

Financial liabilities 

Non-current 

Trade and other payables (excluding contract liabilities) 21 (16.6) (16.6) (16.6) 

Derivative financial instruments 2З (О.З) (О.З) (О.З) 

Finance leases (1.6) (1.6) (1.6) 

Current 

Т rade and other payables ( excluding contract liabilities) 21 (223.0) (223.0) (22З.О) 

Derivative financial instruments 23 (1.1) (1.1) (1.1) 

Finance leases (О.7) (0.7) (0.7) 

Total financial liabilities (241.9) (1.4) (243.3) (243.3) 

Total 380.1 (240.6) (1.3) 138.2 138.2 

As at 31 March 2018 
Financial 

liabilities at Derivatives Total 
Available Loans and amortised used as carrying Total fair 

АІІ figures in Е million Note for sale receivables cost hedges value value 

Financial assets 

Non-current 

Derivative financial instruments 2З о.з о.з о.з 

Current 

Trade and other receivables (excluding prepayments) 19 136.9 136.9 136.9 

Derivative financial instruments 2З 1.1 1.1 1.1 

Current asset investments 20 0.7 0.7 0.7 

Available for sale investment 2З 15.7 15.7 15.7 

Deferred financing costs 23 0.1 0.1 0.1 

Cash and cash equivalents 2З 254.1 254.1 254.1 

Total financial assets 16.4 391.0 0.1 1.4 408.9 408.9 

Financial liabilities 

Non-current 

Trade and other payables (excluding contract liabilities) 21 (12.6) (12.6) (12.6) 

Derivative financial instruments 2З (1.9) (1.9) (1.9) 

Current 

Trade and other payables (excluding contract liabilities) 21 (246.9) (246.9) (246.9) 

Derivative financial instruments 2З (2.6) (2.6) (2.6) 

Total financial liabilities (259.5) (4.5) (264.О) (264.0) 

Total 16.4 391.0 (259.4) (3.1) 144.9 144.9 
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FіпапсіаІ Statements -

В) lnterest rate risk 
The Group operates an interest rate роІісу designed to optimise interest costs апd to reduce volatility іп reported еагпіпgs. The Group's curreпt 
роІісу is to require rates to Ье fixed for 30%-80% of the level of borrowiпgs, which is achieved primarily through fixed-rate borrowiпgs. Where there 
аге sigпificaпt chaпges іп the level апd/ог structure of debt, роІісу permits borrowiпgs to Ье 100% fixed, with regular Board reviews of the 
appropriateпess of this fixed perceпtage. At 31 March 2019 апd 31 March 2018 the Group had по borrowiпgs. 

FіпапсіаІ assets/(liabilities) 
Asat37 March2079 

АІІ figures in f. million 

Sterling 

US dollar 

Euro 

Australian dollar 

Other 

As at 37 March 2078 

АІІ figures in f. million 

Sterling 

US dollar 

Euro 

Australian dollar 

Other 

Financial assets 

Non-interest 
Floating bearing 

159.1 0.1 

20.0 

5.2 

1.5 

5.0 

190.8 0.1 

Financial assets 

Non-interest 
Floating bearing 

224.3 17.1 

20.5 

7.3 

0.7 0.7 

1.3 

254.1 17.8 

Financial liabilities 

Fixed or Non-interest 
capped bearing 

(1.4) 

(2.3) 

(2.3) (1.4) 

Financial liabilities 

Fixed or Non-interest 
capped bearing 

(4.5) 

(4.5) 

Floatiпg-rate fіпапсіаІ assets attract iпterest based оп the relevaпt паtіопаІ LIBID equivaleпt. Floatiпg-rate fіпапсіаІ liabilities Ьеаг iпterest at the 
relevaпt паtіопаІ LIBOR equivaleпt. Trade апd other receivables/payables апd deferred fіпапсе costs are excluded from this aпalysis. 

lпterest rate risk maпagemeпt 
The revolviпg credit facility (поtе 25Е) is floatiпg-rate апd uпdrawп as at 31 March 2019. 

С) Curreпcy risk 
Traпsactioпal curreпcy exposure 
The Group is exposed to foreigп сuггепсу risks arisiпg from sales ог purchases Ьу busiпesses іп curreпcies other thaп their fuпctioпal сuггепсу. lt 
is Group роІісу that wheп such а sale or purchase is сегtаіп, the пеt foreigп exchaпge exposure is hedged usiпg forward foreigп exchaпge 
coпtracts. Hedge accouпtiпg documeпtatioп апd etfectiveпess testiпg are uпdertakeп for аІІ the Group's traпsactioпal hedge coпtracts. 

The table below shows the Group's curreпcy exposures, Ьеіпg exposures оп curreпcy traпsactioпs that give rise to пеt curreпcy gaiпs апd losses 
recogпised іп the іпсоmе statemeпt. Such exposures comprise the moпetary assets апd liabilities of the Group that are поt deпomiпated іп the 
fuпctioпal curreпcy of the operatiпg соmрапу iпvolved. 

Fuпctioпal curreпcy of the operatiпg соmрапу 

АІІ figures in f. millions 

31 March 2019 - Sterling 

31 March 2018 - Sterling 

Net foreign currency monetary assets/(liabilities) 

USS Euro AS Other Total 

5.2 2.7 0.2 3.4 11.5 

2.3 3.5 0.2 о. 9 б. 9 

The amouпts showп in the table take іпtо accouпt the effect of the forward coпtracts eпtered іпtо to maпage these curreпcy exposures. 

The Group eпters іпtо forward foreigп curreпcy coпtracts to hedge the curreпcy exposures that arise оп sales апd purchases deпomiпated іп 
foreigп curreпcies, as the traпsactioп occurs. Тhе рrіпсіраІ coпtract amouпts of the outstaпdiпg forward curreпcy coпtracts as at 31 March 2019 
agaiпst Sterliпg are пеt US dollars bought of E4.9m (US$4.6m), пеt Euros sold of E5.9m (€7.3m), пеt Сапаdіап dollars sold E7.7m (С$13.1 m), пеt 
Uпited АгаЬ Emirate dirhams sold f:4.7m (AED 22.5m), пеt Swiss Fraпcs bought of E3.2m (CHF 3.9m) апd пеt Swedish Кгопа bought of El l .3m 
(SEK 130.бm). 

Financial statements І Notes to the Financial Statements OinetiO Group рІс Ann11~І Fteport and Accounts 2019 137 



Notes to the Financial Statements cont1nued 

25. Financial risk management continued 
Т ranslational currency exposure 
The Group has significant investments in overseas operations, particularly in the US. As а result, the Sterling value of the Group's balance sheet 
сап Ье affected Ьу movement in exchange rates. Тhе Group does not hedge against translational currency exposure to overseas net assets. 

D) Financial credit risk 
Тhе Group is exposed to credit-related losses in the event of non-performance Ьу counterparties to financial instruments, but does not currently 
expect any counterparties to fail to meet their obligations. Credit risk is mitigated Ьу а Board-approved роІісу of only selecting counterparties with 
а strong investment grade long-term credit rating for cash deposits. ln the normal course of business the Group operates notional cash pooling 
systems, where а legal right of set-Qff applies. 

The maximum credit-risk exposure in the event of other parties failing to perform their obligations under financial assets, excluding trade and other 
receivables, totals El 90.9m (2018: E271.9m). The Group held cash and cash equivalents of El 90.8m at 31 March 2019 (2018: Е254.1 m), which 
represents the maximum credit exposure on these assets. The cash and cash equivalents were held with different financial institutions which 
were rated single А or better, although E91.2m (2018: El 26. l m) was invested in AAA-rated money funds at the уеаг end. 

Е) Liquidity risk 
Borrowing facilities 
As at 31 March 2019 the Group had а revolving credit facility (RCF) of E275m (2018: US$1 OOm and (1 ббm). This facility has an initial term of five 
years with two one-year options to extend the final maturity to 27 September 2025 and is un-utilised as shown in the table below: 

Committed facilities 31 March 2019 

Freely available cash and cash equivalents 

Available funds 31 March 2019 

Committed facilities 31 March 2018 

Freely available cash and cash equivalents 

Available funds 31 March 2018 

Gross contractual cash flows for borrowings and other financial liabilities 

lnterest 
rate: 

LIBOR plus 

0.55% 

0.65% 

Total 
Em 

275.0 

237.3 

Drawn Undrawn 
Em Em 

275.0 

188.0 

463.0 

237.3 

251.9 

489.2 

The following аге the contractual maturities of financial liabilities, including interest payments. The cash flows associated with derivatives that аге 
cash flow hedges аге expected to have an impact on profit ог loss in the periods shown. 

As at 37 March 2079 

АІІ figures in ( million 

Non-derivative financial liabilities 

Trade and other payables (excluding contract liabilities) 

Finance leases 

Derivative financial liabilities 

Forward foreign currency contracts - cash flow hedges 

Asat37 March2078 

АІІ figures in ( million 

Non-derivative financial liabilities 

Trade and other payables (excluding contract liabilities) 

Derivative financial liabilities 

Forward foreign currency contracts - cash flow hedges 
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Contractual 
Book value cash flows 

{239.6) {239.6) 

{2.3) {2.6) 

{1.4) {1.4) 

(243.3) (243.6) 

Contractual 
Book value cash flows 

(259.5) (259.5) 

(4.5) {4.5) 

(264.0) (264.О) 

1 year More than 
or less 1-2 years 2-5 years 5 years 

(223.О) {16.6) 

{О.В) (О.В) {1.0) 

{1.1) {0.1) {О.2) 

(224.9) (17.5) {1.2) 

1 year More than 
or less 1-2 years 2-5 years 5 years 

(246.9) (12.6) 

{2.6) {1.4) (0.5) 

(249.5) {14.О) (0.5) 



F) Derivative fiпancial instrumeпts 
As яt Яl March 

АІІ figures in f: million 

Forward foreign currency contracts - cash flow hedges 

Derivative assets/(liabilities) at the end of the year 

As at 31 March 

АІІ figures in f: million 

Expected to Ье recognised: 

ln one year or less 

Between one and two years 

More than two years 

Derivative assets/(liabilities) at the end of the year 

G) Maturity of financial liabilities 
As at 31 March 2019 

АІІ figures in f: million 

Oue in one year or less 

Oue in more than one year but not more than two years 

Oue in more than two years but not more than five years 

' Excluding contract liabilities 

As at 31 March 2018 

АІІ figures in f: million 

Due in one year or less 

Due in more than one year but not more than two years 

Oue in more than two years but not more than five years 

' Excluding contract liabilities 

Н) Seпsitivity aпalysis 

Asset 
gains 

0.1 

0.1 

Asset 
gains 

0.1 

0.1 

2019 

Liability 
losses Net 

(1.4) (1.3) 

(1.4) {1.3) 

2019 

Liability 
losses Net 

(1.1) (1.0) 

(0.1) (О.1) 

(0.2) (0.2) 

(1.4) (1.3) 

Trade and 
other 

payables1 

223.0 

16.6 

239.б 

Trade and 
other 

payables1 

246.9 

12.6 

259.5 

Financial Statements -

2018 

Asset Liability 
gains losses Net 

1.4 (4.5) (3.1) 

1.4 (4.5) (3.1) 

2018 

Asset Liability 
gains losses Net 

1.1 (2.6) (1.5) 

0.2 (1.4) (1.2) 

0.1 (0.5) (0.4) 

1.4 (4.5) (3.1) 

Derivative 
Bank financial 

borrowings instruments 
and loan and finance 

notes leases Total 

(1.3) 1.8 223.5 

о.в 17.4 

1.1 1.1 

(1.3) 3.7 242.0 

Bank 
borrowings Derivative 

and loan financial 
notes instruments Total 

(0.1) 2.6 249.4 

1.4 14.0 

0.5 0.5 

(0.1) 4.5 263.9 

The Group's sensitivity to chaпges іп foreigп exchaпge rates апd iпterest rates оп fіпапсіаІ assets and liabilities as at 31 March 2019 is set out 
in the following table. The impact of а weakening in Sterling on the Group's financial assets and liabilities would Ье more than offset in equity and 
income Ьу its impact оп the Group's overseas net assets and earnings respectively. Seпsitivity on Group's assets other than financial assets and 
liabilities is not included in this analysis. 
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Notes to the Financial Statements coпt1nued 

25. Financial risk management continued 
As at 31 March 2019 

АІІ figures in Е million 

Sterling 

US dollar 

Other 

АІІ figures іп Е million 

Sterling 

US dollar 

Other 

1 % decrea~e in 
interest rates 

Profn 
Equity' before tax 

(1.6) 

(0.2) 

(0.1) 

1 % increase in 
interest rates 

Profn 
Equity' before tax 

1.6 

0.2 

0.1 

' Тhis relates to the impact on items charged directly to equity and excludes the impact on profiVloss for the year flowiпg іпtо equity. 

As at 31 March 2018 

АІІ figures in Е million 

Sterling 

US dollar 

Other 

АІІ figures in Е million 

Sterling 

US dollar 

Other 

1 % decrease in 
interest rates 

Profn 
Equity1 before tax 

(2.2) 

(0.2) 

(0.1) 

1 % increase in 
interest rates 

Profn 
Equity1 before tax 

2.2 

0.2 

0.1 

1 This relates to the impact оп items charged directly to equity and excludes the impact оп profiVloss for the year flowiпg іпtо equity. 

1 0% weakening 
in Sterling 

Profit 
Equity beforetax 

1.8 

1.0 

10% strengthening 
in Sterling 

Profit 
Equity before tax 

(1.3) 

(1.0) 

10% weakening 
in Sterling 

Profit 
Equity before tax 

1.7 

1.1 

1 0% strengthening 
in Sterling 

Profit 
Equity before tax 

(1.4) 

(О.9) 

The amouпts geпerated from the seпsitivity aпalysis аге forward-lookiпg estimates of market risk assumiпg that сегtаіп market coпditioпs occur. 
Actual results іп the future may differ materially from those projected as а result of developmeпts іп global fіпапсіаІ markets that may cause 
fluctuations in iпterest and exchange rates to vary from the hypothetical amounts disclosed in the previous tables, which should not, therefore, 
Ье coпsidered to Ье а projectioп of likely future eveпts апd losses. 

The estimated chaпges for interest rate movemeпts аге based оп ап instantaпeous decrease ог іпсгеаsе of 1 % {1 ОО basis poiпts) іп the specific 
rate of iпterest аррІісаЬІе to each class of fiпancial iпstruments from the levels effective at 31 March 2019, with аІІ other variables remaiпing 
constant. The estimated changes for foreigп exchange rates аге based on an instaпtaneous 10% weakeпiпg ог strengtheniпg іп Ster1iпg agaiпst аІІ 
other curreпcies from the levels аррІісаЬІе at 31 March 2019, with аІІ other variables remaiпiпg constaпt. Such analysis is for illustrative purposes 
опІу - іп practice market rates гагеІу chaпge in isolation. 

The impact of transactional risk оп the Group's moпetary assets/liabilities that аге поt held in the fuпctional сuггепсу of the eпtity holdiпg those 
assets/liabilities is miпimal. 
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26. Cash flows from operations 
For the year ended 31 March 

АІІ figures in Є million 

Profit after tax for the year 

Adjustmeпts for: 

Тахаtіоп ехрепsе 

Net fіпапсе іпсоmе 

Gain оп sale of investment 

Gаіп оп sale of property 

lmpairmeпt of property, рІапt and equipmeпt 

Acquisitioп traпsactioп costs 

Репsіоп past service cost 

Amortisatioп of purchased or iпternally developed іпtапgіЬІе assets 

Amortisatioп of іпtапgіЬІе assets arisiпg from acquisitioпs 

Depreciatioп of property. рІапt апd equipment 

(Profit)/loss оп disposal of рІапt and equipmeпt 

Share of post-tax profit of equity accounted eпtities 

Share-based payments charge 

Retiremeпt benefit contributioпs іп excess of іпсоmе statemeпt ехрепsе 

Net movement in provisions 

lncrease in inventories 

(lпcrease)/decrease іп receivables 

lпcrease/(decrease) in payables 

Changes in working capital 

Net cash flow from operations 

Reconciliation of net cash flow from operations to underlying net cash flow from operations to free cash flow 

АІІ figures in Є million 

Net cash flow from operations 

Add back specific adjusting item: acquisition iпtegratioп costs 

Less specific adjusting items: proceeds from sale of iпtellectual property 

Underfying net cash flow from operations 
Add: proceeds from disposal of рІапt апd equipment 

Less: tax апd net interest payments 

Less: purchases of iпtangible assets апd property, рІапt апd equipment 

Free cash flow 

Underlying cash conversion ratio 

АІІ figures in Є million 

Under1ying operating profit - f. million 

Underlyiпg пеt cash flow from operations - f. mіІІіоп 

Underlying cash conversion ratio - % 

Financial Statements -

2019 

113.9 

9.3 

(8.3) 

(1.1) 
(0.2) 

б.4 

1.З 

0.7 

З.2 

З.9 

29.4 

(5.5) 

(О.б) 

б.1 

(1.8) 

(З.б) 

153.1 

(0.5) 

(48.7) 

21.7 

(27.5) 

125.6 

2019 

125.6 

0.7 

126.3 

б.9 

(10.1) 

(87.6) 

35.5 

2019 

123.9 

12б.3 

102% 

2018 

138.1 

б.7 

(З.8) 

(О.б) 

(14.б) 

З.7 

2.6 

25.б 

2.9 

(О.З) 

2.4 

(12.4) 

(3.7) 

146.6 

(10.8) 

19.0 

(22.4) 

(14.2) 

132.4 

2018 

132.4 

(5.9) 

126.5 

(15.7) 

(54.5) 

56.3 

2018 

122.5 

126.5 

103% 
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Notes to the Financial Statements cont1nued 

27. Share capital and other reserves 
Shares allotted, called up and fully paid: 

Ordinary shares 
of 1 р each (equity) 

Є Number 

Special Share 
of Єl (non-equity) 

Є Number 

Total 

Number 

At 1 April 2018 and 31 March 2019 5,717,571 571,757,121 5,717,572 571,757,122 

Except as пoted below аІІ shares іп issue at 31 March 2019 гапk pari-passu іп аІІ respects. 

Rights attachiпg to the Special Share 
QiпetiQ carries out activities which аге importaпt to UK defeпce апd security і пterests. То protect these iпterests іп the cor:itext of the опgоіпg 
commercial relatioпship betweeп the мао апd QiпetiQ, апd to promote апd геіпfогсе the СоmрІіапсе РгіпсірІеs, the Мао holds а Special Share 
іп QiпetiQ. QiпetiQ obtaiпed мао сопsепt to chaпges іп its Special Shareholder rights, which were approved Ьу shareholders at the 2012 AGM. 
The chaпges to the Special Share were disclosed іп the 2012 АппuаІ Report. Subsequeпt to the chaпges approved at the 2012 AGM the Special 
Share coпfers сегtаіп rights оп the holder. 

а) to require the Group to implemeпt апd mаіпtаіп the СоmрІіапсе System (as defined іп the Articles of Association) so as to make at аІІ times 
effective its апd each member of QiпetiQ Coпtrolled Group's аррІісаtіоп of the СоmрІіапсе Priпciples, іп а mаппег acceptable to the Special 
Shareholder 

Ь) to refer matters to the Воагd for its coпsideratioп іп relatioп to the аррІісаtіоп of the СоmрІіапсе РгіпсірІеs 
с) to require the Board to оЬtаіп Special Shareholder's сопsепt: 

і) if at any time wheп the chairmaп is поt а British citizeп, it is proposed to арроіпt апу persoп to the office of chief executive, who is поt 
а British citizen 

іі) if at any time wheп the chief executive is поt а British citizeп, it is proposed to арроіпt апу регsоп to the office of chairmaп, who is поt 
а British citizen 

d) to require the Board to take асtіоп to rectify апу omissioп іп the аррІісаtіоп of the СоmрІіапсе Priпciples, if the Special Shareholder is of the 
оріпіоп that such steps аге пecessary to protect the defeпce or security iпterests of the Uпited Kiпgdom 

е) to demaпd а роІІ at апу of QiпetiQ's meetiпgs (еvеп though it may have по votiпg rights except those specifically set out іп the Articles). 

Тhе Special Shareholder has ап орtіоп to purchase defiпed Strategic Assets of the Group іп сегtаіп circumstaпces. The Special Shareholder has, 
іпtег аІіа, the right to purchase апу Strategic Assets which the Group wishes to sell. Strategic Assets аге пormally testiпg апd research facilities 
(see поtе ЗО for further details). 

The Special Share may опІу Ье issued to, held Ьу апd traпsferred to НМ Goverпmeпt (or as it directs). At апу time the Special Shareholder may 
require QiпetiQ to redeem the Special Share at par. lf QiпetiQ is wouпd up the Special Shareholder will Ье eпtitled to Ье repaid the capital paid up 
оп the Special Share before other shareholders receive апу paymeпt. The Special Shareholder has по other right to share іп the capital or profits 
of QiпetiQ. · 

Тhе Special Shareholder must give сопsепt to а geпeral meetiпg held оп short поtісе. 

The Special Share eпtitles the Special Shareholder to require сегtаіп persoпs who hold (together with апу persoп actiпg іп сопсегt with them) а 
material iпterest іп QiпetiQ to dispose of some or аІІ of their ordiпary shares іп сегtаіп prescribed circumstaпces оп the grounds of паtіопаІ 
security ог coпflict of iпterest. 

Тhе Oirectors must register апу traпsfer of the Special Share withiп seveп days. 

Other reserves 
The traпslatioп reserve iпcludes the cumulative foreigп exchaпge differeпce arisiпg оп traпslatioп sіпсе the Group traпsitioпed to IFRS. 
Movemeпts оп hedge iпstrumeпts, where the hedge is effective, are recorded іп the hedge reserve uпtil the hedge ceases. 

Тhе capital redemptioп reserve, which was created followiпg the redemptioп of prefereпce share capital апd the boпus issue of shares, canпot Ье 
distributed. 

Оwп shares 
аwп shares represeпt shares іп the Соmрапу that аге held Ьу іпdерепdепt trusts апd iпclude treasury shares апd shares held Ьу the employee 
share owпership рІап. lпcluded іп retaiпed earпiпgs at 31 March 2019 are 6,946,678 shares (2018: 7,934,634 shares). 
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28. Share-based payments 
The Group operates а number of share-based paymeпt рІапs for employees. The total share-Ьased paymeпt ехрепsе іп the year was Єб.1 m, 
of which Єб.1 m related to equity-settled schemes апd піІ related to cash-settled schemes (2018: E2.7m, of which Є2.7m related to equity-settled 
schemes апd піІ to cash-settled schemes). The share-based paymeпt charged to equity is Є5.9m coпsistiпg ofthe Єб.lm charge to the іпсоmе 
statemeпt offset Ьу а E0.2m charge to equity іп respect of divideпds accruiпg оп uпvested awards. 

Performaпce Share РІап (PSP) 
Duriпg the year there were по further graпts of PSP awards to employees as this scheme has Ьееп phased out. The awards vest after three years 
with 50% of the awards subject to TSR coпditioпs апd 50% subject to EPS coпditioпs as detailed іп the Report from the Remuпeratioп Committee. 

2019 2018 
Number Number 

of shares of shares 

Outstanding at start of the year 5,988,221 8,583,157 

Granted during the year 102,136 

Exercised during the year (63,801) (1,136,685) 

Forfeited/lapsed during the year (3,009,309) (1,560,387) 

OUtstanding at end of the year 2,915,111 5,988,221 

PSP awards are equity-settled awards апd those outstaпdiпg at 31 March 2019 had ап average remaiпiпg life of О.З years (2018: 0.8 years). There 
is по exercise price for these PSP awards. Мопtе СагІо modelliпg was used to fair value the TSR elemeпt of the awards at graпt date. The average 
share price volatility of the FГSE comparator group duriпg the year was піІ (2018: 21 %) апd the average correlatioп to the comparator group was 
піІ (2018: 58%). Тhе weighted average fair value of graпts made during the year was ЕпіІ (2018: Є2.02). The weighted average share price at date 
of exercise was Е2.14 (2018: Є2.78). Of the optioпs outstaпdiпg at the епd of the year піІ were exercisable (2018: піІ). 

Group Share lnceпtive Plan (SIP) 
Uпder the QiпetiQ SIP the Group offers UK employees the opportuпity of purchasiпg up to El 50 worth о{ shares а moпth at the prevailiпg market 
rate. The Group will make а matchiпg share award of а third of the employee's paymeпt. The Group's matchiпg shares may Ье forfeited if the 
employee ceases to Ье employed Ьу QiпetiQ withiп three years of the award of the shares. There is по exercise price for these SIP awards. 

2019 2018 
Numberof Numberof 

matching matching 
shares shares 

Outstanding at start of the year 853,512 828,448 

Awarded during the year 289,748 342,413 

Exercised during the year (309,950) (277,839) 

Forfeited during the year (50,948) (39,510) 

Outstanding at end of the year 782,362 853,512 

SIP matchiпg shares are equity-settled awards; those outstaпdiпg at 31 March 2019 had ап average remaiпiпg life of 1.5 years (2018: 1.5 years). 
There is по exercise price for these SIP awards. Of the shares outstandiпg at the епd of the year піІ were exercisable (2018: піІ). 

Bonus Baпking Plan (ВВР) 
Duriпg the year the Group graпted ВВР awards to certaiп seпior executives іп the UK. 

2019 2018 
Numberof Numberof 
matching matching 

shares shares 

Outstanding at start of the year 1,324,541 786,195 

Granted during the year 740,122 709,755 

Exercised during the year (632,991) (143,923) 

Fnrf Pit,~d during the year (27,<ІІ:!Ь) 

Outstanding at end of the year 1,431,672 1,324,541 

The ВВР is а remuпeratioп scheme that ruпs іп three-year performaпce cycles, with each сусІе vestiпg over а four-year period. Uпder the ВВР 
а coпtributioп will Ье made Ьу the Соmрапу іпtо the participaпt's РІап accouпt followiпg the епd of each Plan year. 50% of the value of а 
participaпt's РІап accouпt will Ье paid out аппuаІІу for three years with 100% of the residual value paid out at the епd of year four. 50% of the 
uпpaid ЬаІапсе of а participaпt's boпus accouпt will Ье at risk of forfeiture. Refer to the Directors' Remuпeratioп Report for further details. 
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28. Share-based payments continued 
The first awards (under 'СусІе 1' of the Plan) were in respect of the three years from 1 April 2014 and аІІ awards were fully exercised in the 
current year. 

At Зl March 2019 the awards had an average remaining life of 1.2 years (2018: 1.5 years). There is no exercise price for these awards. The fair 
value of the awards at Зl March 2019 was ЄЗ.01 (2018: f.:2.06) being the Group's closing share price as at Зl March. Of the awards outstanding 
at the end of the year nil were exercisable. 

Deferred Share Plan (DSP) 
During the year the Group granted DSP awards to certain employees. 

Outstanding at start of the year 

Difference between actual awards in year and amount provisionally awarded in prior year 

Lapsed during the year 

Provisionally awarded during the уеаг 

Outstanding at end of the year 

Provisional awards outstanding 

Awards outstanding 

Outstanding at end of the year 

2019 2018 
Number of Number of 

awards awards 

2,518,384 

(219,315) 

(95,577) 

2,554,593 

4,758,085 

2,554,593 

2,203,492 

4,758,085 

2,518,384 

2,518,384 

2,518,384 

2,518,384 

Early in the financial year QinetiQ's top 200 leaders are provisionally awarded contingent shares in the Company. The number of awards is 
dependent on the Group's performance during the year (specifically with respect to the level of non-UK revenue growth). This is provisionally 
quantified at year end based on Group performance and also the number of eligible employees in employment as at Зl March. Actual awards are 
made in the following June and the final number awarded will Ье slightly different to the number provisionally calculated. Awards are then subject 
to а three-year vesting period and а further two-year holding period. Vesting of the awards is contingent upon Group operating profit in the year 
prior to vesting being maintained at the level reported during the year prior to award. Refer to the Directors' Remuneration Report for further details. 

At Зl March 2019 the awards had an average remaining life of 2.6 years (2018: 2.1 years). There is no exercise price for these awards. The fair 
value of the DSP's provisionally awarded at Зl March 2019 was ЄЗ.01 (2018: f.:2.06) being the Group's closing share ргісе on Зl March. The fair 
value of DSP's awarded during the уеаг was f.:2.68 being the Group's closing share price at the date of award (1 June 2018). Of the awards 
outstanding at the end of the уеаг nil were exercisable. 

Other performance incentives 
During the year the Group granted З99,708 shares to 1 Зб employees of lnzpire Limited as part of the acquisition deal. The Group issued share- · 
based payment awards to all lnzpire employees on ЗО November 2018 which is the grant date. The fair value of QinetiQ shares on grant date was 
f.:2.97 and the awards will vest after two years on ЗО November 2020 subject to meeting certain vesting conditions. 

Outstanding at start of the year 

Granted during the year 

Outstanding at end of the year 

Share-based awards - pricing 

2019 2018 
Number of Number of 

awards awards 

399,708 

399,708 

Share-based awards that vest based on non-market performance conditions have been valued at the share price at grant date. 

29. Post-retirement benefits 
Defined contribution plans 
ln the UK the Group operates two defined contribution plans for the majority of its UK employees: а Group Personal Pension Plan (GPP) and а 
defined contribution section of the QinetiQ Pension Scheme. These are both defined contribution schemes managed Ьу Scottish Widows. А defined 
contribution plan is а pension plan under which the Group and employees рау fixed contributions to а third-party financial provider. The Group has 
по legal or constructive obligations to рау further contributions if the fund does not hold sufficient assets to рау аІІ employees the benefits relating 
to employee service in the current and prior periods. The contributions are recognised as an employee benefit expense when they are due. Prepaid 
contributions are recognised as an asset to the extent that а cash refund or а reduction in the future payments is available. 
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Defiпed beпefit репsіоп рІапs 

Іп the UK the Group operates the QiпetiQ Репsіоп Scheme (the Scheme) for а sigпificaпt proportioп of its UK employees. The Scheme closed to future 
accrual оп Зl October 201 З апd there is по оп-gоіпg service cost. After this date, defiпed beпefit members traпsferred to а defiпed coпtributioп 
scheme. The Scheme is а fіпаІ salary рІап, which provides beпefits to members іп the form of а guaraпteed level of репsіоп рауаЬІе for life. 

The level of beпefits provided depeпds оп the members' leпgth of service апd their fіпаІ репsіопаЬІе earniпgs at closure to future accrual. Іп the 
Scheme, репsіопs іп paymeпt are geпerally updated іп Ііпе with the Coпsumer Price Іпdех (СРІ). The beпefit payments are made from Trustee­
admiпistered fuпds. 

РІап assets held іп trusts are goverпed Ьу UK regulatioпs as is the пature of the relatioпship betweeп the Group апd the Trustees апd their 
compositioп. Respoпsibility for the goverпaпce of the Scheme - iпcluding iпvestmeпt decisioпs апd coпtributioп schedules - lies joiпtly with 
the Соmрапу апd the Board of Trustees. The Board of Trustees must Ье composed of represeпtatives of the Соmрапу апd рІап participaпts 
іп accordaпce with the Scheme's regulatioпs. 

The asset recogпised іп the ЬаІапсе sheet іп respect of defiпed beпefit репsіоп рІапs is the fair value of рІап assets less the preseпt value of 
the defiпed beпefit obligatioп at the епd of the reportiпg period. Тhе defiпed beпefit obligatioп is calculated Ьі-аппuаІІу Ьу іпdерепdепt actuaries 
usiпg the projected uпit credit method. The preseпt value of the defiпed beпefit obligatioп is determiпed Ьу discouпtiпg the estimated future cash 
outflows usiпg iпterest rates of high quality cqrporate boпds that аге deпomiпated іп the curreпcy іп which the beпefits will Ье paid, апd that have 
terms to maturity approximatiпg to the terms of the related репsіоп obligatioп. Іп countries where there is по deep market іп such boпds, the 
market rates оп governmeпt boпds are used. 

Actuarial gaiпs апd losses arisiпg from ехреrіепсе adjustmeпts апd chaпges іп actuarial assumptioпs are charged or credited 
to equity іп other compreheпsive іпсоmе іп the period іп which they arise. 

The Group has по further paymeпt obligatioпs опсе the agreed coпtributioпs have Ьееп paid. The expected employer cash coпtributioп to the 
Scheme for the year епdіпg Зl March 2020 is E2.7m. 

Репsіоп Ьuу-іп traпsactioп 
Prior to the уеаг епd the Scheme completed its first bulk аппuіtу iпsuraпce Ьuу-іп for approximately E700m. This traпsactioп has removed 
loпgevity risk, iпterest rate risk апd іпfІаtіоп risk for approximately опе third of the Scheme апd is іп Ііпе with the Group's strategy of de-riskiпg the 
репsіоп liabilities. As а result of the traпsactioп, the accouпtiпg репsіоп surplus recorded оп the Group 's ЬаІапсе sheet reduced Ьу ап estimated 
El 20m with по related cash impact. 

Guaraпteed miпimum репsіопs 
Duriпg the reportiпg period the High Court ruled оп а case iпvolviпg Lloyds Вапkіпg Group іп respect of equalisiпg (betweeп mеп апd womaп) 
Guaraпteed Miпimum Репsіопs ('GMPs'). QiпetiQ's репsіоп scheme has поt Ьееп sigпificaпtly impacted Ьу this court ruliпg but ап iпcrease іп 
liabilities of E0.7m has Ьееп recogпised іп the period, through а past service charge to operatiпg profit. This is reported as а 'sigпificaпt adjustiпg 
item' іп the іпсоmе statemeпt іп accordaпce with historical Group роІісу. 

ТrіеппіаІ fuпdiпg valuatioп 

The most receпt completed full actuarial valuatioп of the Scheme was uпdertakeп as at ЗО Juпe 2017 апd resulted іп ап actuarially assessed 
surplus of El З9.7m (relative to the techпical provisioпs і.е. the level of assets agreed Ьу the Trustee апd the Соmрапу as Ьеіпg appropriate to 
meet member beпefits, assumiпg the Scheme coпtiпues as а goiпg coпcern). The пехt tгіеппіаІ valuatioп will Ье performed as at ЗО Juпe 2020. 
The agreed recovery рІап requires E2.7m per аппum (at 2019 prices) distributioпs to the Scheme uпtil Зl March 20З2, iпdexed Ьу refereпce to СРІ. 
Such distributioпs аге from the Group's Репsіоп Fuпdiпg Partпership. 

QiпetiQ's Репsіоп Fuпdiпg Partпership (PFP) structure 
Followiпg the ЗО Juпe 2011 valuatioп, а package of репsіоп chaпges was agreed with the Trustees to provide stability to the Scheme. As part of 
the package of proposals, оп 26 March 2012 QiпetiQ established the QiпetiQ PFP Limited Partпership (the 'Partпership') with the Scheme. Uпder 
this arraпgemeпt, properties to the capitalised value of ЕЗ2.Зm were traпsferred to the Partпership. Тhе traпsfers were affected through а 20-year 
sale апd leaseback agreemeпt. The Scheme's iпterest іп the Partпership eпtitles it to ап аппuаІ distributioп of approximately E2.5m (from 2012) 
for 20 years, iпdexed with refereпce to СРІ. The Scheme's iпterest іп the Partпership will revert back to QiпetiQ Limited іп 20З2. 

The Partпership is coпtrolled Ьу QiпetiQ апd its results are coпsolidated Ьу the Group. Uпder IAS 19, the iпterest held Ьу the Scheme іп the 
Partпership does поt qualify as а рІап asset for the purposes of the Group's coпsolidated fіпапсіаІ statemeпts апd is, therefore, поt iпcluded withiп 
the fair value of рІап assets. As а result, the Group's coпsolidated fіпапсіаІ statemeпts are uпchaпged Ьу the Partпership. Іп additioп, the value of 
the property traпsferred to the Partпership апd leased back to QiпetiQ remaiпs оп the ЬаІапсе sheet. QiпetiQ retaiпs the operatioпal flexibility to 
substitute properties of equivaleпt value withiп the Partпership апd has the орtіоп to settle outstaпdiпg amouпts due uпder the iпterest before 
20З2 if it so chooses. 

Other UK schemes 
Іп the UK the Group has а small пumber of employees for whom beпefits are secured through the Prudeпtial Platiпum Scheme. The пеt репsіоп 
deficits of this scheme at Зl March 2019 amouпted to ЕпіІ (2018: ЕпіІ). QiпetiQ also offers employees access to а Group Self lпvested Persoпal 
Репsіоп РІап, but по Соmрапу coпtributioпs are paid to this arraпgemeпt. 
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29. Post-retirement benefits continued 
QiпetiQ Peпsion Scheme net pensioп asset 
The fair value of the QiпetiQ Репsіоп Scheme assets. which are поt iпteпded to Ье realised іп the short term апd may Ье subject to sigпificaпt 
chaпge before they are realised, апd the preseпt value of the Scheme's liabilities, which are derived from cash ftow projectioпs over Іопg periods, 
апd thus iпhereпtly uпсегtаіп. were: 

2019 2018 

Not quoted Not quoted 
in an active in an active 

АІІ figures in f. million Quoted market Total Quoted market Total 

Equities 127.О 51.8 178.8 115.8 58.9 174.7 
LDI investment" б90.8 б90.8 1.050.9 1.050.9 
Corporate bonds 9б.О 9б.О 311.3 311.3 
Alternative bonds- 304.4 304.4 197.9 35.0 232.9 
Property fund 145.б 145.б 138.7 138.7 
Cash and cash equivalents 75.1 75.1 80.2 80.2 
lnsurance buy-in роІісу 5бб.4 5бб.4 

Outstanding payment due іп respect of buy-in (96.О) {9б.О) 

Derivatives 2.5 2.5 1.8 1.8 

Total market value of assets 1,911.8 51.8 1,963.6 1,896.6 93.9 1,990.5 

Present value of Scheme liabilities (1,704.5) {1.б74.3) 

Net pension asset before deferred tax 259.1 316.2 

Deferred tax liability (48.б) (58.б) 

Net pension asset after deferred tax 210.5 257.6 

' The Scheme has assets invested in а Liability Driven lnvestment portfolio. As at 31 March 2019 this hedges against 93% of the interest rate and 100% of the inflation rate risk, as 
measured оп the Trustees" gi~·funding basis. 

" lncludes allocations to high-yield bonds. secured loans and emerging market debt. 

The Scheme's assets do поt iпclude апу of the Group's оwп traпsferable fіпапсіаІ iпstrumeпts, property occupied Ьу, or other assets used Ьу 
the Group. 

Per the Scheme rules, the Соmрапу has ап uпсопdіtіопаІ right to а refuпd of апу surplus that may arise оп cessatioп of the Scheme іп the coпtext 
of IFRIC 14 paragraphs 11 (Ь) апd 12 апd therefore the full пеt репsіоп asset сап Ье recogпised оп the Group's ЬаІапсе sheet апd the Group's 
miпimum fuпding commitmeпts to the Scheme do поt give rise to ап additioпal ЬаІапсе sheet liability. 

Chaпges to the fair value of Scheme assets 

АІІ figures in f. million 

Opening fair value of Scheme assets 

lnterest income on Scheme assets 

Re-measurement (loss )/gain оп Scheme assets 

Contributions Ьу the employer 

Net benefits paid out and transfers 

Administrative expenses 

Closing fair value of Scheme assets 

Chaпges to the preseпt value of the defiпed benefit obligatioп 

АІІ figures in f. million 

Opening defined benefit obligation 

lnterest cost 

Actuaria/ gaiп/(/oss) оп Scheme liabtlities based оп: 

Change in demographic assumptions 

Change in financial assumptions 

Experience gains 

Net benefits paid out and transfers 

Past service cost 

Closing defined benefit obligation 
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2019 2018 

1,990.5 1,92б.3 

51.2 49.8 

(35.2) 34.8 

2.7 13.4 

(44.7) {32.8) 

(0.9) {1.0) 

1,963.6 1,990.5 

2019 2018 

(1,б74.3) (1,770.3) 

(43.0) (45.б) 

43.9 70.4 

{б9.9) 31.8 
(5.2) б.б 

44.7 32.8 

(О.7) 

(1,704.5) {1,674.3) 



Changes to the net pension asset 

АІІ figures in f. million 

Opening net pension asset 

Net finance income 

Net actuarial (loss)/gain 

Administrative expenses 

Past service cost 

Contributions Ьу the employer 

Closiпg net peпsion asset 

Total expense recognised in the income statement 

АІІ figures in f. million 

Net finance income on the net pension asset 

Past service cost 

Administrative expenses 

Total net іпсоmе recogпised іп the іпсоmе statemeпt (gross of deferred tax) 

Assumptions 
The major assumptions used іп the IAS 19 valuatioп of the Scheme were: 

АІІ figures in f. million 

Oiscount rate applied to Scheme liabilities 

СРІ inflation assumption 

Assumed life expectancies in years: 

Future male pensioners (currently aged 60) 

Future female pensioners (currently aged 60) 

Future male pensioners (currently aged 40) 

Future female pensioners (currently aged 40) 
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2019 2018 

316.2 156.0 

8.2 4.2 

(66.4) 143.6 

(0.9) (1.0) 

(0.7) 

2.7 13.4 

259.1 31б.2 

2019 2018 

8.2 4.2 

(0.7) 

(0.9) (1.0) 

б.б 3.2 

2019 2018 

2.45% 2.60% 

2.35% 2.25% 

87 88 

89 90 

89 90 

91 92 

The assumptions used Ьу the actuary аге the best estimates choseп from а range of possible actuarial assumptions which, because of the 
timescale covered, may поt пecessarily Ье borne out іп practice. lt is importaпt to поtе that these assumptioпs аге Іопg term апd, іп the case of 
the discount rate and the inflatioп rate, аге measured Ьу external market indicators. The mortality assumptioпs as at 31 March 2019 апd 31 March 
2018 were 90% of S2PMA for males and 90% of S2PFA for females, based оп уеаг of birth making allowance for improvemeпts in mortality іп Ііпе 
with СМІ-2018 Соге Projectioпs (2018: СМІ_201 б Соге Projections) апd а loпg-term rate of improvemeпt of 1.5% рег annum. 

The ЬаІапсе sheet пеt репsіоп asset is а sпapshot view which сап Ье sigпificaпtly iпflueпced Ьу short-term market factors. Тhе calculatioп of the 
surplus ог deficit depeпds, therefore, оп factors which аге Ьеуопd the сопtгоІ of the Group - ргіпсіраІІу the value at the ЬаІапсе sheet date of equity 
shares (апd other assets) іп which the Scheme has iпvested апd loпg-term iпterest rates which аге used to discouпt future liabilities. The fuпdiпg of 
the Scheme is based оп loпg-term treпds апd assumptioпs relatiпg to market growth, as advised Ьу qualified actuaries апd iпvestmeпt advisors. 

The weighted average duratioп of the defiпed beпefit obligatioп is approximately 20 years. 

Sensitivity analysis of the principal assumptions 

Assumptioп Chaпge іп assumptioп 

Oiscount rate lncrease Ьу 0.1 % 

Rate of inflation lncrease Ьу 0.1 % 

Life expectancy lncrease Ьу one year 

lпdicative impact оп Scheme 
liabilities (before deferred tax) 

Oecrease Ьу f:31 m 

lncrease Ьу f:30m 

lncrease Ьу f:59m 

lпdicative impact оп 
net репsіоп asset 

Oecrease Ьу f:l 5m 

lncrease Ьу f:l 3m 

Decrease Ьу f:39m 

The impact of movemeпts іп Scheme liabilities will, to ап exteпt, Ье offset Ьу movemeпts іп the value of Scheme assets as the Scheme has assets 
iпvested іп а Liability Dгіvеп lnvestmeпt portfolio. As at 31 March 2019 this hedges agaiпst approximately 93% of the iпterest rate апd 100% of the 
inflatioп rate risk, as measured оп the Trustees' gilt-fuпded basis. 

The above sensitivity analyses аге based оп а chaпge іп ап assumptioп while holdiпg аІІ other assumptions coпstaпt. Іп practice, this is uпlikely to 
occur, апd chaпges in some of the assumptioпs may Ье correlated. Wheп calculatiпg the seпsitivity of the defiпed beпefit obligatioп to sigпificaпt 
actuarial assumptioпs the same method (projected uпit credit method) has Ьееп applied as wheп calculatiпg the репsіоп liability recogпised 
withiп the statemeпt of fіпапсіаІ position. Тhе methods апd types of assumptioп did поt chaпge. 
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Notes to the Financial Statements cont1nued 

29. Post-retirement benefits continued 
Risks 
Through its defiпed beпefit репsіоп рІап, the Group is exposed to а пumber of risks, the most sigпificaпt of which аге detailed below: 

Volatility іп market coпditioпs 

Choice of accouпtiпg 
assumptioпs 

Results uпder IAS 19 сап chaпge dramatically depeпdiпg оп market coпditioпs. The defiпed beпefit obligatioп is liпked to yields 
оп AA-rated corporate boпds, while mапу of the assets of the Scheme are iпvested іп other assets. Chaпgiпg markets іп 
сопjuпсtіоп with discouпt rate volatility will lead to volatility іп the пеt репsіоп asset оп the Group's ЬаІапсе sheet апd іп other 
compreheпsive іпсоmе. То а lesser exteпt this will also lead to volatility іп the IAS 19 репsіоп пеt fіпапсе іпсоmе іп the Group's 
іпсоmе statemeпt. 

The calculatioп of the defiпed beпefit obligatioп (DBO) iпvolves projectiпg future cash flows from the Scheme mапу years іпtо 
the future. This meaпs that the assumptioпs used сап have а material impact оп the ЬаІапсе sheet positioп апd profit апd loss 
charge. Іп practice future ехреrіепсе withiп the Scheme may поt Ье іп Ііпе with the assumptioпs adopted. For example, rтiembers 
could live loпger thaп foreseeп or іпfІаtіоп could Ье higher or lower thaп allowed for іп the DBO calculatioп. 

The accouпtiпg assumptioпs пoted above are used to calculate the уеаг епd net репsіоп asset іп ассогdапсе with the relevaпt accouпtiпg 
staпdard, IAS 19 (revised) 'Employee Beпefits'. Chaпges іп these assumptions have по impact оп the Group's cash paymeпts іпtо the Scheme. 
The paymeпts іпtо the Scheme аге reassessed after every tгіеппіаІ valuatioп. 

The tгіеппіаІ valuatioпs аге calculated оп а fuпdiпg basis апd use а differeпt set of assumptioпs, as agreed with the репsіоп Trustees. The key 
assumptioп that varies betweeп the two methods of valuatioп is the discouпt rate. The fuпdiпg basis valuatioп uses the risk-free rate from UK 
gilts as the base for calculatiпg the discouпt rate, whilst the IAS 19 accouпtiпg basis valuatioп uses corporate Ьопd yields as the base. 

30. Transactions with the Ministry of Defence (MOD) 
The MOD coпtiпues to оwп its Special Share іп QiпetiQ which coпveys certain rights as set out іп поtе 27. Traпsactioпs betweeп the Group апd the 
MOD аге disclosed as follows: 

Freehold Іапd апd buildiпgs апd surplus properties 
Uпderthe terms of the Group's acquisitioп of part of the busiпess апd сегtаіп assets of DERA from the MOD оп 1 July 2001, the MOD retaiпed 
сегtаіп rights іп respect of the freehold Іапd апd buildiпgs traпsferred. 

Restrictioпs оп traпsfer of title 
The title deeds of those properties with strategic assets (see below) iпclude а clause that prevents their traпsfer without the approval of the MOD. 
The MOD also has the right to purchase апу strategic assets іп сегtаіп circumstaпces. 

MOD's gепегіс соmрІіапсе regime 
Adhereпce to the geпeric соmрІіапсе system is moпitored Ьу the Risk & CSR Committee. Refer to the Committee's report withiп the Corporate 
Governaпce Statemeпt оп page 7 4. 

Strategic assets 
Uпder the РrіпсіраІ Agreemeпt with the MOD, the QiпetiQ coпtrolled Group is not permitted without the writteп сопsепt of the MOD, to: 

і) dispose of ог destroy аІІ or апу part of а strategic asset: or 
іі) voluпtarily uпdertake апу closure of, or cease to provide а strategic capability Ьу meaпs of, аІІ or апу part of а strategic asset. 

The пеt book value of assets ideпtified as Ьеіпg strategic assets as at 31 March 2019 was f:4.6m (2018: f:5.5m). 

Loпg Term Partпeriпg Agreemeпt 
Оп 27 February 2003 QiпetiQ Limited eпtered іпtо а Loпg Term Partпeriпg Agreemeпt (LTPA) to provide test апd evaluatioп (Т&Е) facilities апd 
tгаіпіпg support services to the MOD. This is а 25-year coпtract with а total reveпue value of up to f:5.бЬп, depeпdeпt оп the level of usage Ьу the 
MOD, uпder which QiпetiQ Limited is committed to providiпg Т&Е services with iпcreasiпg efficieпcies through cost saviпg апd iппovative service 
delivery. Followiпg ап ameпdmeпt to the LTPA coпtract оп 5 April 2019 this coпtract is по loпger subject to re-priciпg every five years апd is поw 
coпtracted at а fixed ргісе to 31 March 2028. 

Other coпtracts with MOD 
The LTPA is the most sigпificaпt coпtract QiпetiQ has with the MOD. Іп total approximately 57% (2018: 62%) of the Group's reveпue comes 
directly from coпtracts with the MOD. 
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31. Contingent liabilities and assets 
Subsidiary undertakings within the Group have given unsecured guarantees of f:29.9m at 31 March 2019 (2018: f:ЗO.lm) in the ordinary course of 
busiпess, typicaliy іп respect of performaпce boпds апd гепtаІ guaraпtees. 

The Соmрапу has оп оссаsіоп Ьееп required to take iegal асtіоп to protect its iпteiiectual property rights, to епfогсе commercial coпtracts ог 
otherwise апd similarly to defeпd itself agaiпst proceediпgs brought Ьу other parties, includiпg іп respect of епvігопmепtаІ апd regulatory issues. 
Provisioпs аге made for the expected costs associated with such matters, based оп past ехрегіепсе of similar items апd other kпоwп factors, 
takiпg іпtо accouпt professioпal advice received, апd represeпt maпagemeпt's best estimate of the iikely outcome. The timiпg of utilisatioп of 
these provisioпs is uпсегtаіп репdіпg the outcome of various court proceediпgs, опgоіпg iпvestigatioпs апd пegotiatioпs. However, по provisioп is 
made for proceediпgs which have Ьееп ог might Ье brought Ьу other parties uпless maпagemeпt, takiпg іпtо accouпt professioпal advice received, 
assesses that it is more likeiy thaп поt that such proceediпgs may Ье successful. Coпtiпgent iiabiiities associated with such proceediпgs have 
Ьееп ideпtified but the Directors аге of the оріпіоп that апу associated claims that might Ье brought сап Ье resisted successfuily апd therefore the 
possibility of апу outflow іп settlemeпt is assessed as remote. 

32. Capital commitments 
The Group had the foliowiпg capital commitmeпts for which по provisioп has Ьееп made: 

АІІ figures in Е million 2019 2018 

Contracted 40.б 76.2 

Capital commitmeпts at 31 March 2019 iпciude Є20.бm (2018: Є7 4.3m) іп геІаtіоп to property, рІапt апd equipmeпt that wili Ье wholly funded Ьу а 
third-party customer under long-term contract arraпgements. These primarily reiate to iпvestments under the L ТРА contract. 

ЗЗ. Subsidiaries and other related undertakings 
ln accordaпce with sectioп 409 of the Companies Act 2006, а full list of subsidiaries апd other reiated undertakings as at 31 March 2019 is 
detaiied beiow. Unless stated otherwise, the Group's hoidiпg comprises ordinary shares which аге held indirectiy Ьу QinetiQ Group ріс, with the 
ехсерtіоп of QiпetiQ Group Holdiпgs Limited which is heid directiy Ьу QiпetiQ Group ріс. 

Name of company 
Subsidiaries 1 

BJ Trustee Limited 

ВоІdоп James Holdings Limited 

ВоІdоп James Limited 

Commerce Decisions Limited 

Commerce Decisions Pty Ltd 

CueSim Limited 

Foster·Miller Canada Limited 

Foster-Miller Іnс2 

Graphics Research Corporation Limited 

Gyldan 6 Limited 

Gyldan 7 Limited 

Gyldan 8 Limited 

lnzpire Group Limited'· 7 

lnzpire Holdings Limited'· 7 

lnzpire Limited1• 7 

Leading Technology Limited 

Metrix UK Limited 

Optasense Canada Limited' 

Optasense Holdiпgs Limited 

Optasense Іпс2 

Optasense Limited 

Precis (2187) Limited 

Precis (2188) Limited 

QinetiQ Aerostructures Pty Ltd 

QinetiQ Australia Pty Ltd 

Financial statements І Notes to the Financiat Statements 

Country of incorporation 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

Australia 

England & Wales 

Canada 

us 
England & Wales 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

Сапаdа 

England & Wales 

us 
England & Wales 

England & Wales 

England & Wales 

Australia 

Australia 

Registered office 

Famborough4 

Farnborough4 

Farnborough4 

Farnborough4 

Level 33, 101 Collins Street. Melbourne. VIC 3000, Australia 

Farnborough4 

318 Roxton Drive. Waterloo. Ontario. N2T 1 R6, Canada 

350 2"" Avenue. Waltham, Massachusetts. МА 02451 1104. USA 

Farnborough' 

·Farnborough4 

Farnborough4 

Farnborough' 

Farnborough4 

Landmark House West. Unit 1 Ь. Alpha Court, Kingsley Road, Lincoln, 
Lincolnshire, LN6 ЗТА 

Landmark House West, Unit 1 Ь. Alpha Court. Kingsley Road. Lincoln, 
Lincolnshire, LN6 ЗТ А 

Farnborough' 

Farnborough4 

4 Robert Speck Parkway, Suite 1600, Mississauga ON LAZ 1 Sl. Сапаdа 

Farnborough' 

5885 Trinity Parkway. Suite 1 ЗО, Centreville. Virginia 20120-1969, USA 

Farnborough' 

Farnborough' 

Farnborough4 

Level 3, 21 О Kings Way. South Melbourne, VJC 3205, Australia 

Level 3, 21 О Kings Way. South Melbourne, VIC 3205. Australia 
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33. Subsidiaries and other related undertakings continued 

Name of company 

QinetiQ Consulting Pty Ltd 

QinetiQ Estates Limited 

QinetiQ GmbH 

QinetiQ GP Limited 

QinetiQ Group Canada Іnс.' 

QinetiO Group Holdings Limited 
QinetiQ Holdings Limited 

QinetiQ lnc2 

QinetiQ lnsurance РСС Limited 

QinetiQ Limited 

QinetiQ Novare Р!у Ltd 

QinetiQ Overseas Holdings (2) Limited 

QinetiO Overseas Holdings Limited 

QinetiQ Overseas Trading Limited 

QinetiQ Pension Scheme Trustee Limited 

QinetiQ PFP Limited Partnership5 

QinetiQ Philippines Company. Іпс 

QinetiQ Р!у Ltd 

QinetiQ Services Holdings Pty Ltd 

QinetiQ Solutions Sdn. Bhd. 

QinetiQ Space N.V. 

QinetiQ Sweden АВ 

QinetiQ Target Services Limited 

QinetiQ Target Systems Limited 

QinetiQ US Holdings. lnc. 

Redu Operational Services S.A 1 

RubiKon Group Pty Limited 

Sensoptics Limited 

Tarsier Limited 

Trusted Experts Limited 

TSG lnternational LLC 

Associates' 

Redu Space Services S.A7 

Joint venture• 

BQ Solutions QSTP-LLC7 

Houbara Defence & Security LLC7 

QinetiQ Оаг Massader QDM Limited7 

Country of incorporation 

Australia 

England & Wales 

Germany 

Scotland 

Canada 

England & Wales 

England & Wales 

us 
Guernsey 

England & Wales 

Australia 

England & Wales 

England & Wales 

England & Wales 

England & Wales 

Scotland 

Philippines 

Australia 

Australia 

Malaysia 

Belgium 

Sweden 

England & Wales 

England & Wales 

us 
Belgium 

Australia 

England & Wales 

England & Wales 

England & Wales 

us 

Belgium 

Qatar 

United Arab Emirates 

Saudi Arabia 

Registered office 

Unit 5 (Level 1 ). 8 Brindabella Circuit. Brindabella Business Рагk. Majura 
NSW 2609. Australia 

Farnborough' 

Flughafenstra!1e 65. 41 066. Monchengladbach. Germany 

50 Lothian Road. Festival Square. Edinburgh, ЕН3 9WJ. Scotland 

5300 Commerce Court West. 199 Вау Street. Toronto ON M5L 1А9. Canada 

Farnborough' 

Farnborough' 

5885 Trinity Parkway. Suite 130. Centreville, Virginia 20120-1969. USA 

МіІІ Court, La Charroterie, St Peter Port. GYl 4ЕТ Guernsey 

Farnborough' 

Petrie House. level 6. 80 Petrie Теггасе. Brisbane QLD 400, Australia 

Farnborough' 

Farnborough' 

Farnborough' 

Farnborough' 

50 Lothian Road. Festival Square. Edinburgh, ЕН3 9WJ. Scotland 

22"" Floor Corporate Centre. 139 Valero Street. Salcedo Village. 
Makati City. Philippines 

Level 33. 1 01 Collins Street. Melbourne. VIC 3000. Australia 

Level 33. 1 01 Collins Street. Melbourne, Victoria 3000. Australia 

Suite 6.01. 6"' Floor. Plaza See Ноу Chan. Jalan Raja Chulan 50200, Kuala 
Lumpur. W.P. Kuala Lumpur. Malaysia 

Hogenakkerhoekstraat. 9, 91 50 Kruibeke. Belgium 

Advokatfirman Delphi. Вох 1432. Stockholm, Sweden 

Farnborough' 

Farnborough' 

5885 Trinity Parkway. Suite 130. Centreville. Virginia 20120-1969. USA 

Rue Devant les Hetres, 2В. 6890 Transinne, Belgium 

Level 33. 101 Collins Street. Melbourne. Victoria 3000. Australia 

Farnborough4 

Farnborough' 

Farnborough' 

350 Second Avenue. Waltham. Massachusetts 02451. USA 

Rue Devant les Hetres. 2В. 6890 Transinne. Belgium 

Qatar Science & Technology Park, lnnovation Centre Building. Office 307. 
Doha. Qatar 

503 АІ Wahda Commercial Tower. Abu Dhabi, РО Ьох 128220 

АІ Nakhla Tower. 3026-Prince Saud Bin Mohamed Bin Muqin Road, РО Вох 
2985, Riyadh 13321. Kingdom of Saudi Arabia 

' As at 31 March 2019 the Group owned 100% of the ordinary shares of these subsidiary undertakings except for Redu Operational Services S.A. (52%). lnzpire Group Limited (85%). 
lnzpire Holdings Limited (85%) and lnzpire Limited (85%} 

2 The class of shares is 'common share' 
' As at 31 March 2019 the Group owned 48% of Redu Space Services S.A. 
' Cody Technology Park, lvely Road. Farnborough. Hampshire. GU14 OLX 
5 Limited partnership. Тhе partners are аІІ wholly<Jwned Group companies 
' As at 31 March 2019 the Group awned 49% of BQ Solutions QSTP-LLC, 49% of Houbara Defence & Security LLC and 49% of QinetiQ Dar Massader QDM Limited. 
' The financial year end of each undertaking is 31 March other than BQ Solutions QSTP-LLC {31 December). Houbara Defence & Security LLC (31 December), QinetiQ Dar Massader QDM 

Limited {31 December), lnzpire Group Limited {31 August), Іnzpire Holdings Limited {31 August) and lnzpire Limited (31 August). 

34. Related parties 
During the уеаг ended 31 March 2019 there were sales to associates and joint ventures of f:l 0.1 m (2018: f:l 0.4m). At the year-end there were 
outstanding receivables from associates and joint ventures of f:l .4m (2018: f:4.5m). 
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Company balance sheet 
For the year ended 31 March 

АІІ figures in f: million Note 2019 2018 

Fixed assets 

lnvestments in subsidiary undertaking 2 475.О 468.9 

475.0 468.9 

Current assets 

Debtors 3 13.2 9.2 

13.2 9.2 

Current liabilities 

Creditors: amounts falling due within one ~ear 4 (91.8) (73.О) 

Net current liabilities (78.6) (63.8) 

Total assets less current liabilities 396.4 405.1 

Net assets 396.4 405.1 

Capital and reserves 

Called up equity share capital 5 5.7 5.7 

Capital redemption reserve 40.8 40.8 

Share premium account 147.б 147.б 

Profit and loss account 202.3 211.0 

Capital and reserves attributable to shareholders 396.4 405.1 

The profit for the уеаг eпded 31 March 2019 was E21.8m (2018: profit of El 61 .7m). 

The fіпапсіаІ statemeпts of QiпetiQ Group ріс (соmрапу пumber 4586941) were approved Ьу the Board of Directors апd authorised for issue 
оп 23 М 019 апd were sigпed оп its behalf Ьу: 

~~~~~ 
David Smith 
Chief FіпапсіаІ Officer 

Financial statements QineliQ Groнp rlr. Anni.1al Report and Accounts 2019 151 



Company statement of changes in equity 
For the year ended 31 March 

lssued Capital 
share redemption Share Profit Total 

АІІ figures in f. million capital reserve premium and loss equity 

At 1 April 2018 5.7 40.8 147.6 211.0 405.1 

Profit for the year 21.8 21.8 

Purchase of own shares (0.7) (О.7) 

Dividend paid (35.7) (35.7) 

Share-based payments 5.9 5.9 

At 31 March 2019 5.7 40.8 147.б 202.3 396.4 

At 1 April 2017 5.7 40.8 147.6 81.8 275.9 

Profit for the year 161.7 161.7 

Purchase of own shares (0.7) (0.7) 

Dividend paid (34.5) (34.5) 

Share-based payments 2.7 2.7 

At 31 March 2018 5.7 40.8 147.б 211.0 405.1 

The capital redemption reserve is not distributable and was created following redemption of preference share capital. 
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Notes to the Company Financial Statements 

1. Accounting policies 
The followiпg accouпtiпg policies have Ьееп applied coпsisteпtly іп dealiпg with items which аге coпsidered material іп relatioп to the Compaпy's 
fіпапсіаІ statemeпts. 

Basis of preparatioп 
The fіпапсіаІ statemeпts have Ьееп prepared uпder the historical cost сопvепtіоп апd іп ассогdапсе with аррІісаЬІе UK Accouпtiпg Staпdards. 
As permitted Ьу sectioп 408( 4) of the Compaпies Act 2006, а separate profit апd loss accouпt dealiпg with the results of the Соmрапу has поt 
Ьееп preseпted. 

These fіпапсіаІ statemeпts were prepared іп accordaпce with FіпапсіаІ Reportiпg Staпdard l 01 Reduced Disclosure Framework. Іп prepariпg 
these fіпапсіаІ statemeпts, the Соmрапу applies the recogпitioп, measuremeпt апd disclosure requiremeпts of ІпtегпаtіопаІ FіпапсіаІ Reportiпg 
Staпdards as adopted Ьу the EU (Adopted IFRSs), but makes ameпdmeпts where пecessary іп order to comply with Compaпies Act 2006 апd has 
set out below where advaпtage of the FRS l 01 disclosure exemptioпs has Ьееп takeп. 

- А cash flow statemeпt апd related пotes 
- Disclosures іп respect of capital maпagemeпt 
- The effects of пеw but поt yet effective IFRSs 
- Disclosures іп respect of the compeпsatioп of key maпagemeпt регsоппеІ 
- ІАS 24 іп respect of related party traпsactioпs eпtered іпtо betweeп two or more members of а group 
- IFRS 2 Share Based Paymeпts іп respect of Group-settled share-Ьased paymeпts 
- Сегtаіп disclosures required Ьу IFRS l 3 Fair Value Measuremeпt апd the disclosures required Ьу IFRS 7. 

lпvestments 

Іп the Compaпy's fіпапсіаІ statemeпts, iпvestmeпts іп subsidiary undertakiпgs are stated at cost less апу impairmeпt іп value. 

Share-based paymeпts 
The cost of share-based paymeпts іп respect of employees of Group subsidiaries is charged to those subsidiary uпdertakiпgs. Іп the Соmрапу 
fіпапсіаІ statemeпts the recoverable from subsidiaries is credited directly to equity. The fair value of equity-settled awards for share-based 
paymeпts is determiпed оп graпt апd expeпsed іп subsidiary uпdertakiпgs (апd credited to equity іп the Соmрапу) оп а straight Ііпе basis over the 
period from graпt to the date of earliest uпсопdіtіопаІ exercise. The charges for equity-settled share-based paymeпts are updated аппuаІІу for пoп­
market-based vestiпg coпditioпs. Further details of the Group's share-based paymeпt charge аге disclosed іп поtе 28 to the Group fіпапсіаІ 
statemeпts. 

2. lnvestment іп subsidiary undertakings 
As at 31 March 

АІІ figures in Є million 

Subsidiary undertaking - 1 00% of ordinary share capital of QinetiQ Group Holdings Limited 

Capital contributions arising from share-based payments to employees of subsidiaries 

The iпcrease іп iпvestmeпts іп subsidiary uпdertakiпgs іп 2019 relates to (6.1 m of equity-settled schemes duriпg the year. 

А list of аІІ subsidiary uпdertakiпgs of QiпetiQ Group рІс is disclosed іп поtе 33 to the Group fіпапсіаІ statemeпts. 

З. Debtors 
As at 31 March 

АІІ figures in Є million 

Amounts owed Ьу Group undertakings 

2019 

424.3 

50.7 

475.0 

2019 

13.2 
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2018 

424.3 

44.б 

468.9 

2018 

9.2 
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cont1nued 

4. Creditors: amounts falling due within one year 
As at 31 March 

АІІ figures in Є million 

Amounts owed to Group undertakings 

Amounts owed to Group undertakings are unsecured, repayable on demand and bear no interest. 

5. Share capital 
Тhе Company's share capital is disclosed in note 27 to the Group financial statements. 

б. Share-based payments 
The Company's share-based payment arrangements are set out in note 28 to the Group financial statements. 

7 Other information 

2019 

91.8 

2018 

73.0 

Directors' emoluments, excluding Company pension contributions, were f:4.5m (2018: f:З.7m). Тhese emoluments were аІІ in relation to services 
provided on behalf of the QinetiQ Group with no amount specifically relating to their work for the Company. Details of the Directors' emoluments, 
share schemes and entitlements under money purchase pension schemes аге disclosed in the Remuneration Report. 

The remuneration of the Company's auditor for the year to 31 March 2019 was f:O.l m (2018: f:0.2m), which was for audit of the Group's annual 
accounts and audit related assurance services. No other services were provided Ьу the auditor to the Company. 
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Five-year record 

For the years ended 31 March (unaudited) 2019 2018 2017 2016 2015 

ЕМЕА Services Ет 687.7 651.4 613.5 616.4 625.6 

Global Products Ет 223.4 181.6 169.6 139.3 138.2 

Revenue - continuing operations Єm 911.1 833.0 783.1 755.7 763.8 

Discontinued operations (US Services) Ет 55.7 

Revenue - total Group Єm 911.1 833.0 783.1 755.7 819.5 

ЕМЕА Services Ет 96.3 94.3 92.7 93.8 93.0 

Global Products Ет 27.6 28.2 23.6 15.1 18.3 

Underfying operating profrt 1 - continuing operations Єm 123.9 122.5 116.3 108.9 111.3 

Discontinued operations (US Services) Ет 1.2 

Underfying operating profit' - total Group Єm 123.9 122.5 116.3 108.9 112.5 

Profit before tax Ет 123.2 144.8 131.5 97.7 92.9 

Profit attributable to equity shareholders Ет 113.9 138.1 123.3 106.1 104.7 

Underlying basic EPS1 Реп се 19.7 19.3 18.1 16.3 15.3 

Basic EPS Репсе 20.1 24.4 21.5 18.1 16.6 

Diluted EPS Pence 20.0 24.3 21.3 18.0 lб.5 

Dividend per share Pence б.б б.З б.О 5.7 5.4 

Underlying net cash flow froт operations 1 Ет 12б.3 126.5 111.9 133.4 145.7 

Net cash Ет 188.5 266.8 221.9 274.5 195.5 

Average nuтber of етрІоуееs 5,994 6,143 6,114 6,266 6,454 

Continuing operations2 

Orders excluding L ТРА amendтent and including share of JVs Ет 776.4 587.2 675.3 659.8 613.6 

Undertying operating тargin' % 13.6 14.7 14.9 14.4 14.б 

Undertying profit before tax' Ет 124.0 122.1 llб.l 108.7 107.8 

Profit before tax Ет 123.2 144.8 131.5 90.2 105.4 

Profit after tax Ет 113.9 138.1 123.3 98.6 117.4 

Undertying basic EPS' Pence 19.7 19.3 18.1 16.3 15.2 

8asic EPS Реп се 20.1 24.4 21.5 16.8 18.б 

Undertying net cash flow froт operations 1 Ет 126.3 12б.5 111.9 133.4 143.9 

' Underfying measures are stated before specific adjusting items. Definitions of underlying measures of performance are provided in the glossary on page 159. Undertying financial 
measures аге presented because the Board believes these provide а better representation of the Group's long-term performance trend. For details of specific adjusting items refer to note 
1 and note 4 of the financial statements. 

2 Continuing operations excludes the financial results of the US Services business disposed in 2015. 
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А UMS Skeldar V-200 coming іп for 
landing. QinetiQ is providing vertical 
take-off Unmanned Air Systems. based 
оп the UMS Skeldar V-200, to the 
Canadian Armed Forces to improve 
lntelligence, Surveillance, Target 
Acquisition and Reconnaissance. 

lmage Caption 
Lorem ipsum dolor sit amet. consectetur 
adipiscing elit. Ut sit amet volutpat diam. 
Vestibulum iaculis pulvinar lacus іп luctus. 
Praesent tempor eros ас. 
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Additional 
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158 Additional financial information 
159 Glossary 
160 Shareholder information 

Obsidian 
А live testing of our counter drone technology, Obsidian, 
at our site in Malvern, UK. Obsidian is specifically designed 
to detect, identify and track small and micro drones. 
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Additional financial information 

Foreign exchange 
The Group's іпсоmе апd expeпditure is largely settled іп the 
fuпctioпal сuггепсу of the relevaпt Group eпtity, mаіпІу Sterliпg ог US 
Dollar. The Group has а роІісу іп рІасе to hedge аІІ material traпsactioп 
exposure at the роіпt of commitmeпt to the uпderlyiпg traпsactioп. 
Uпcommitted future traпsactioпs are поt routiпely hedged. The 
Group coпtiпues its practice of поt hedgiпg іпсоmе statemeпt 
traпslatioп exposure. 

The ргіпсіраІ exchaпge rates affectiпg the Group were the Sterliпg 
to US Dollar exchaпge rate апd the Sterliпg to Australiaп Dollar rate. 

12 months to 12 months to 
31 March 2019 31 March 2018 

Є/US$ - opening 1.40 1.25 

Є/US$ - average 1.31 1.33 

Є/US$ - c/osing 1.30 1.40 

Є/А$ - opening 1.83 1.64 

Є/А$ - average 1.80 1.71 

Є/А$ - closing 1.83 1.83 

Treasury роІісу 
The Group treasury departmeпt works withiп а framework of policies 
апd procedures approved Ьу the Audit Committee. As part of these 
policies апd procedures, there is strict coпtrol оп the use of fіпапсіаІ 
iпstrumeпts. Speculative tradiпg іп fіпапсіаІ iпstrumeпts is поt 
permitted. The policies are established to maпage апd сопtгоІ risk 
іп the treasury eпviroпmeпt апd to аІіgп the treasury goals, objectives 
апd philosophy of the Group. 

Тах risk management 
QiпetiQ's tax strategy is to eпsure соmрІіапсе with аІІ relevaпt tax 
legislatioп, wherever we do busiпess, whilst maпagiпg our effective 
tax rates апd tax cash flows. Тах is maпaged іп aligпmeпt with our 
corporate respoпsibility strategy іп that we strive to Ье respoпsible іп 
аІІ our busiпess dealiпgs. These ргіпсірІеs аге applied іп а coпsisteпt 
апd traпspareпt mаппег іп pursuiпg the tax strategy апd іп аІІ dealiпgs 
with tax authorities arouпd the world. 
- Тах рІаппіпg - QiпetiQ maпages both effective tax rate (ETR) апd 

cash tax impacts іп Ііпе with the Board-eпdorsed tax strategy. 
ЕхtегпаІ advice апd coпsultatioп аге sought оп poteпtial chaпges 
іп tax legislatioп іп the UK, the US апd elsewhere as пecessary, 
епаЬІіпg the Group to рІап for апd mitigate poteпtial chaпges. 
QiпetiQ does поt make use of 'off-shore' eпtities or tax structures to 
focus taxable profits іп jurisdictioпs that legislate for low tax rates 

- Relatioпships with tax authorities - QiпetiQ is committed to 
buildiпg coпstructive workiпg relatioпships with tax authorities 
based оп а роІісу of full disclosure іп order to remove uпсегtаіпtу 
іп its busiпess traпsactioпs апd allow the authorities to review 
possible risks. Іп the UK, QiпetiQ seeks to Ье ореп апd traпspareпt 
іп its eпgagemeпt with the tax authorities Ьу shariпg with HMRC 
the methodologies adopted іп its tax returns 

- Traпsfer ргісіпg - The Group does поt curreпtly have а sigпificaпt 
level of cross-border activity but this is likely to іпсгеаsе as the 
Group pursues its роІісу of ехрапdіпg arouпd the globe, however, 
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As а UK-listed company, 
the Group is required to 
adopt EU endorsed IFRS 
and comply with the 
Companies Act 2006." 

where it does have such traпsactioпs, coпtrols аге іп рІасе to 
eпsure ргісіпg reflects 'arm's leпgth' ргіпсірІеs іп соmрІіапсе 
with the OECD Traпsfer Ргісіпg Guideliпes апd the laws of the 
relevaпt jurisdictioпs. The Group does поt, therefore, have а 
sigпificaпt exposure to traпsfer ргісіпg legislatioп апd submits 
its "Couпtry Ьу Couпtry' report іп Ііпе with the tax authority 
regulatioпs апd OECD guideliпes 

- Gоvегпапсе - The Board has approved this approach. The Audit 
Committee oversees the tax affairs апd risks through periodic 
reviews. The gоvегпапсе framework is used to maпage tax risks, 
establish coпtrols апd moпitor their effectiveпess. The Head of 
Тах is respoпsible for eпsuriпg that appropriate policies, processes 
апd systems аге іп рІасе апd that the tax team has the required 
skills апd support to implemeпt this approach 

QiпetiQ's corporate tax coпtributioп - QiпetiQ is ІіаЬІе to рау tax іп 
the couпtries іп which it operates, ргіпсіраІІу the UK, the US, Australia, 
Сапаdа, Belgium апd поw Germaпy. Chaпges іп tax legislatioп іп 
these couпtries could have ап adverse impact оп the level of tax paid 
оп profits geпerated Ьу the Group. А sigпificaпt majority of the Group's 
profit before tax is geпerated іп the UK. This reflects the fact that the 
majority of the Group's busiпess is uпdertakeп, апd employees аге 
based, іп the UК. Total согрогаtіоп tax paymeпts іп the уеаг to 31 
March 2019 were El0.7m. 

The differeпtial betweeп the taxatioп ехрепsе апd the tax paid іп the 
year relates primarily to the timiпg of the recovery of research апd 
developmeпt expeпditure credits for which the cash is recovered іп 
the уеаг followiпg the уеаг of accouпt. There is also ап impact of 
deferred tax movemeпts. whereby the іпсоmе statemeпt bears 
charges апd credits (e.g. іп respect of accelerated capital allowaпces) 
but for which there is по согрогаtіоп tax paid іп the уеаг. Together, 
these result іп the cash paid Ьеіпg fl .4m greater thaп the total 
ехрепsе charged to the іпсоmе statemeпt. 

Accounting standards 
As а UK-listed сатрапу, the Group is required to adopt EU eпdorsed 
IFRS апd comply with the Compaпies Act 2006. The effect of chaпges 
to fіпапсіаІ reportiпg staпdards іп the уеаг is disclosed 
іп поtе 1 to the fіпапсіаІ statemeпts. 



Additional information -

Glossary 

AGM Annual General Meeting FCA Financial Conduct Authority OHSAS Occupational Health and Safety 
ВВР Bonus Banking Plan FMI Foster-Miller, lnc. - the legal Advisory Services 

CAGR Compound Annual Growth Rate entity through which the QNA PDR Performance development review 

C41SR Command, control, communications, business operates РВТ Profit before tax 
computers, intelligence, surveillance Funded The expected future value of revenue PSP Performance Share Plan 
and reconnaissance order from contractually committed and QNA QinetiQ North America backlog funded customer orders COTS Commercial off the shelf QSOS QinetiQ Share Option Scheme 

GHG Greenhouse gas 
СРІ Consumer Price lndex QTS QinetiQ Target Systems IAS lnternational Accounting Standards CR Corporate Responsibility R&D Research and development IBDM lnternational Berthing and 
CRC Carbon Reduction Commitment Docking Mechanism RDEC Research and development 
CSR Corporate Social Responsibility IFRS lnternational Financial Reporting expenditure credit 
DE&S MOD's Defence, Equipment and Standards SE Strategic Enterprise 

Support organisation IRAD lnternal research and development SPA Special protection area 
DHS US Department of Homeland Security 

КРІ Кеу Performance lndicator SSRO Single Source Regulations Office 
DSP Deferred Share Plan LDP Leadership development programme SSSI Site of Special Scientific lnterest 
DoD US Department of Defense LIBID London inter-bank bid rate STEM Science, Technology, Engineering 
EBITDA Earnings before interest, tax, LIBOR London inter-bank offered rate апd Maths 

depreciation апd amortisation 
LTI Lost time incident Т&Е Test and evaluation 

ED&I Equality, diversity and inclusion T&R Training апd rehearsal 
LTPA Long Term Partnering Agreement -

EDP Engineering Delivery Partner 25-year contract established in 2003 TSR Total shareholder return 
EEG Employee Engagement Group to manage the MOD's test and UAV Unmanned aerial vehicle 
ЕМЕА Europe, Middle East and Australasia evaluation ranges UK Guidelines of the FіпапсіаІ Reporting 
EPS Earnings per share MDP Modernising Defence Programme Corporate Council to address the principal 
ESA European Space Agency MOD UK Ministry of Defence Govemance aspects of corporate governance 

ESOS MSCA Code in theUK 
Energy Savings Opportunity Scheme Maritime Strategic Capability 

EST Engineering, Science and Technical Agreement UKGAAP UK Generally Accepted Accounting 
Practice 

FAR Federal Acquisition Regulations· NCSISS Naval Combat System lntegration 
Support Services 

....................................................................................................................................................................... 

Alternative performance measures (APMs} 
The Group uses various non-statutory measures of performance, or APMs. Such APMs аге used Ьу management internally to monitor and 
manage the Group's performance and also allow the reader to obtain а ргорег understanding of performance (in conjunction with statutory 
financial measures of performance). The APMs used Ьу QinetiQ аге set out below: 

Measure 

Organic growth 

Undertying operating 
profit 

Underlying operating 
margin 

Underlying net finance 
income/expense 

Underlying profit before/ 
after tax 

Underlying effective 
tax rate 

Undertying basic 
and diluted EPS 

Explanation 

The ІеvеІ of year-on-year growth, expressed as а percentage, calculated at constant prior year foreign exchange rates, 
adjusting for business acquisitions апd disposals to reflect equivalent composition of the Group 

Operating profit as adjusted to exclude 'specific adjusting items' 

Underlying operating profit expressed as а percentage of revenue 

Net fіпапсе income/expense as adjusted to exclude 'specific adjusting items' 

Profit before/after tax as adjusted to exclude 'specific adjusting items' 

The tax charge for the year excluding the tax impact of 'specific adjusting items' expressed as а percentage of underlying 
profit before tax 

Basic and diluted earnings per share as adjusted to exclude 'specific adjusting items' 

Note 

Note2 

Note з 

Note З 

Note6 

Note4 

Note 8 

Note 12 

Orders The level of пеw orders (and amendments to existing orders) booked in the year. lncludes share of orders won Ьу joint ventures. N/A 

Backlog, funded 
backlog or order book 

The expected future value of revenue from contractually committed and funded customer orders N/A 

Book to ЬіІІ ratio Ratio of funded orders received іп the year to revenue for the year, adjusted to exclude revenue from the 25-year LTPA contract N/A 
due to significant size and timing differences of LTPA order апd revenue recognition which may distort the ratio calculation 

Underlying net cash flow Net cash flow from operations before cash flows of specific adjusting items. 
from operations 

Underlying operating The ratio of underlying пеt cash from operations to underlying operating profit 
cash conversion or cash 
conversion ratio 

Free cash flow Underlying пеt cash flow from operations less пеt tax and interest payments less purchases of intangible assets and 
property, рІапt апd equipment. Plus proceeds from disposal of plant апd equipment. 

Net cash Net cash as defined Ьу the Group co"mbines cash and cash equivalents with other financial assets апd liabilities, primarily 
available for sale investments апd derivative fіпапсіаІ instruments. 

Note 26 

Note 26 

Note 26 

Note 23 

Specific adjusting items Amortisation of intangible assets arising from acquisitions; impairment of property: gains/losses оп disposal of property, Note 4 
investments and intellectual property; пеt pension fіпапсе income; репsіоп past service costs; acquisition costs; tax impact 
of the preceding items апd significant non-recurring deferred tax movements. 
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Shareholder lnformation 

Registrar: Equiniti Limited 
www.shareview.co.uk 
ТеІ: 0371 384 2021 

Shareholding enquiries 
The Compaпy's registrar is Equiпiti. Eпquiries regardiпg your 
shareholdiпg, iпcludiпg the followiпg admiпistrative matters, 
should Ье addressed to Equiпiti: 

- Chaпge of persoпal details such as chaпge of паmе or address 
- Lost share certificates 
- Divideпd paymeпt eпquiries 
- Direct divideпd paymeпts. You сап have your divideпds paid 

directly іпtо а UK Ьапk or buildiпg society accouпt Ьу completiпg 
а divideпd maпdate form. The associated divideпd coпfirmatioп 
will still Ье seпt to your registered address. Іf you live outside the 
UK, Equiпiti offers а global paymeпts service which is available 
іп certaiп couпtries апd could епаЬІе you to receive your divideпds 
direct іпtо your Ьапk accouпt іп your ІосаІ curreпcy 

Contact details for registrar 
Ву post: 
Equiпiti Limited, Aspect House, Speпcer Road Lапсіпg, West Sussex 
BN99 БОА 

Ву telephoпe: 
0371 384 2021* for UK calls, +44 (0)121 415 7576 
for calls from outside the UК. 

• Lines are ореп 8.ЗОаm to 5.ЗОрm (UK time). Monday to Friday 
(excluding public holidays іп England and Wales). 

Byemail: 
You сап seпd ап email eпquiry securely from Equiпiti's website, 
at help.shareview.co.uk. 

Analysis of share register at 31 March 2019 

ОпІіпе: 
Equiпiti's website at help.shareview.co.uk (Shareview) iпcludes 
aпswers to frequeпtly asked questioпs апd provides key forms for 
dowпload. Shareview also offers опІіпе access to your shareholdiпg 
where you сап maпage your accouпt, register for electroпic 
commuпicatioпs, see details of ЬаІапсе movemeпts апd complete 
certaiп ameпdmeпts опІіnе, such as chaпges to divideпd maпdate 
iпstructioпs. You сап register at www.shareview.co.uk, click оп 
'Register' апd follow the steps. 

Electronic communications 
The Соmрапу offers shareholders the орtіоп to receive 
documeпtatioп апd commuпicatioпs electroпically, via the Compaпy's 
website. The wider use of electroпic commuпicatioпs епаЬІеs fast 
receipt of documeпts, reduces the Compaпy's priпtiпg, paper апd 
postal costs апd reduces the Compaпy's eпviroпmeпtal impact. 
Shareholders сап register for electroпic commuпicatioпs at 
www.shareview.co.uk апd may also cast their vote for the 2019 
Aпnual Geпeral Meeting online quickly апd easily usiпg the Sharevote 
service Ьу visitiпg www.sharevote.co.uk. 

Donating shares to charity - ShareGift 
Small parcels of shares, which may Ье uпесопоmіс to sell оп their 
оwп, сап Ье doпated to ShareGift, the share dопаtіоп charity 
(registered charity по. 1052686). ShareGift traпsfers these holdiпgs 
іпtо their паmе, aggregates them, апd uses the proceeds to support 
а wide raпge of UK charities based оп doпor suggestioп. Іf you would 
like further details about ShareGift, please visit www.sharegift.org, 
email help@sharegift.org or telephoпe them оп 020 7930 3737. 

Share price 
Details of curreпt апd historical share prices сап Ье fouпd оп 
the Compaпy's website at www.QinetiQ.com/investors. 

Ву type of holder Total number of holdings Percentage of holders Total number of shares Percentage issued capital 

lпdividual 5,708 88.35% 5,436,128 0.95% 

lnstitutions and others 753 11.65% 566,320,993 99.05% 

Total 6,461 100% 571,757,121 100% 

Ву size of holding 

1-500 4,315 66.79% 837,692 0.15% 

501-1,000 533 8.25% 427,997 O.Q7% 

1,001-2,500 628 9.72% 1,100,363 0.19% 

2,501-5,000 342 5.29% 1,236,203 0.22% 

5,001-10,000 162 2.51% 1,188,453 0.21% 

10,001-100,000 220 3.41% 7,770,925 1.36% 

Over 100,000 261 4.04% 559,195,488 97.80% 

Total 6,461 100% 571,757,121 100% 
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Share fraud reporting: 
www.fca.org.uk/scams 
FCA Consumer Helpline: 
0800 111 6768 

Beware of share fraud 
Fraudsters use persuasive апd high-pressure tactics to lure iпvestors 
іпtо scams. They may offer to sell shares that turп out to Ье worthless 
or поп-ехіstепt, or to buy shares at ап iпflated price іп return for ап 
upfroпt paymeпt. While high profits are promised, if you buy or sell 
shares іп this way you will probably lose your mопеу. 

How to avoid share fraud 
l. Кеер іп miпd that firms authorised Ьу the FCA аге uпlikely to 

coпtact you out of the blue with ап offer to buy or sell shares. 
2. Оо поt get іпtо а coпversatioп, поtе the паmе of the persoп апd 

firm coпtactiпg you апd theп епd the саІІ. 
3. Check the FіпапсіаІ Services Register from www.fca.org.uk to see 

if the persoп апd firm coпtactiпg you is authorised Ьу the FCA. 
4. Beware of fraudsters claimiпg to Ье from ап authorised firm, 

соруіпg its website or giviпg you false coпtact details. 
5. Use the firm's coпtact details listed оп the Register if you waпt to 

саІІ it back. 
6. СаІІ the FCA оп 0800 l l l 6768 if the firm does поt have coпtact 

details оп the Register or you are told they are out of date. 
7. Search the list of uпauthorised firms to avoid at 

www.fca.org.uk/scams. 
8. Coпsider that if you buy or sell shares from ап uпauthorised firm 

you will поt have access to the FіпапсіаІ Ombudsmaп Service or 
FіпапсіаІ Services Compeпsatioп Scheme. 

9. Thiпk about gettiпg іпdерепdепt fіпапсіаІ апd professioпal advice 
before you haпd over апу mопеу. 

10. Remember: if it souпds too good to Ье true, it probably is! 

Report а scam 
11. Іf you аге approached Ьу fraudsters please tell the FCA usiпg the 

share fraud reportiпg form at www.fca.org.uk/scams, where you 
сап fiпd out more about iпvestmeпt scams. You сап also саІІ the 
FCA Coпsumer НеІрІіпе оп 0800 lll 6768. 

Іf you have already paid mопеу to share fraudsters you should coпtact 
Асtіоп Fraud оп 0300 123 2040. 

Кеу dates 

24 July 2019 

24 July 2019 

1 August 2019 

2 August 2019 

ЗО August 2019 

ЗО September 2019 

14 November 2019 

February 2020 

Зl March 2020 

Мау 2020 

Trading update 

Annual General Meeting 

Ordinary shares marked ex-dividend 

Final 2019 dividend record date 

Final 2019 dividend payment date 

Half-year financial period end 

Half-year results announcement 

Trading update (provisional date) 

Financial уеаг end 

Preliminary results announcement (provisional date) 

Additional information І Shareh01der lnformation 

Additional information -

Cautionary statement 
АІІ statemeпts other thaп statemeпts of historical fact iпcluded іп this 
АппuаІ Report, iпcludiпg, without limitatioп, those regardiпg the 
fіпапсіаІ сопdіtіоп, results, operatioпs апd busiпesses of QiпetiQ апd 
its strategy, рІапs апd objectives апd the markets апd ecoпomies іп 
which it operates, аге forward-lookiпg statemeпts. Such forward­
lookiпg statemeпts, which reflect maпagemeпt's assumptioпs made 
оп the basis of iпformatioп available to it at this time, iпvolve kпоwп 
апd uпkпоwп risks, uпcertaiпties апd other importaпt factors 
which could cause the actual results, performaпce or achievemeпts of 
QiпetiQ ог the markets апd ecoпomies іп which QiпetiQ operates to Ье 
materially differeпt from future results, performaпce ог achievemeпts 
expressed ог implied Ьу such forward-lookiпg statemeпts. Nothiпg іп 
this АппuаІ Report should Ье regarded as а profit forecast. 

This АппuаІ Report is iпteпded to provide iпformatioп to shareholders 
апd is поt desigпed to Ье relied uроп Ьу апу other party. The Соmрапу 
апd its Directors accept по liability to апу other persoп other thaп 
uпder Eпglish law. 
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