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Consolidated comprehensive income statement
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As at 31 March

Consolidated balance sheet
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For the year ended 31 March

Consolidated cash flow statement

–

–
–
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For the year ended 31 March

Notes to the Financial Statements

An impairment of goodwill in respect of two of the Group’s C

For a detailed discussion of the Group’s performance and financial position, refer to the Strategic Report on pages 

–
–

’ and joint ventures’ 

–

‘Other’ does not contain any customers with revenue in excess of 10% of total Group revenue.

Group’s 

–
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Group’s 

–
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Notes to the Financial Statements continued
For the year ended 31 March

ems (‘underlying operating profit’). The specific adjusting 

ns of the Group’s ‘Alternativ easures’ can be found in the glossary on page 

–

–

 

–

–
–

–

–

–
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Notes to the Financial Statements continued
For the year ended 31 March

 

’

–
–

 

–

Audit of the Group’s annual accounts

’

and development expenditure credits (‘RDEC’) in the UK which are accounted under IAS12 within the tax line. An adjus

 

–

– –

–

Principal factors reducing the Group’s current year tax charge 

–
– –

–

–
– – – –
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Notes to the Financial Statements continued
For the year ended 31 March

  

fighter. The MTEQ acquisition will accelerate our growth in the USA, the world’s largest 
of MTEQ’s expertise 

with our existing capabilities in robotics and autonomy, transitioning MTEQ’s sensors solutions into larger production 

–

–

–

MTEQ will form part of QinetiQ’s USA business unit and will be reported within QinetiQ’s Global Products division. If the acq

mainly to the skills and technical talent of the MTEQ’s work 
force and the synergies expected to be achieved from integrating the company into the Group’s existing business.

rehearsal campaign driving future sustainable growth. NSC will form part of QinetiQ’s Cyber, Information & Training (CIT) bus
reported within QinetiQ’s EMEA Services Products division. If the acquisition had occurred on the first

–
–
–
–
–
–

–
–
–
–
–
–
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Notes to the Financial Statements continued
For the year ended 31 March

 

t of NSC’s work force and 
to the Group’s existing business. The goodwill recognised on acquisition is 

 

in the year relates to the Group’s Advisory Servi

l might be impaired. Impairment testing is dependent on management’s estimates and judg

(aligned with the Group’s Integrated Strategic Business Plan process and the longer se are ‘bottom
up’ forecasts based on detailed analysis by contract for the revenue under contract and by opportunity for the pipeline.
categorised as ‘base case’ and ‘high case’ by management and only ‘base case’ opportunities a

–

–

–
–

management’s estimates which take into consideration the long
The Group’s weighted average cost of capital was used as a basis in determining the 

has resulted in temporary closure of this businesses’ manufacturing site and 
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Notes to the Financial Statements continued
For the year ended 31 March

‘Other’ consists primarily of intellectual property 
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Notes to the Financial Statements continued
For the year ended 31 March

plant and equipment excludes property to the value of £nil (2019: £1.9m) which is reported separately as ‘Non
held for sale’. The property that had been transferred out in the prior year ha

JV’s

JV’s

JV’s

JV’s

– –

– –
– –
– –
– –
–

– –
– –
–  

– –
– –
– –
–

– –
– –
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Notes to the Financial Statements continued
For the year ended 31 March

 

–
–

Following adoption of the new accounting standard, IFRIC 23 ‘Uncertainty over income tax treatment’, the Group’s tax provisio

 

–
–

–
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Notes to the Financial Statements continued
For the year ended 31 March

is a ‘Libor plus’ 

‘Leases’

The impact on the income statement for QinetiQ is negligible at a ‘profit before tax’ level with no impact on EPS, but EBITDA

The impact on the balance sheet is the recognition of a new ‘right of use’ asset within Property Plant & Equipment and the re
lease liability. The latter is incorporated within the Group’s definition (see glossary) of net cash, hence the most significant impact on the Group’s 

 

– –
– –

– –
– –

–

– –
– –
– –

–

–

the Group only recognised lease assets and lease liabilities in relation to leases that were classified as ‘finance leases’ u ‘ ’
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Notes to the Financial Statements continued
For the year ended 31 March

The Group’s international operations expose it to financial risks that include the effects

–

–

–

The following table presents the Group’s assets and liabilities that are measured at fair value as at 

The following table presents the Group’s assets and liabilities that are measured at fair value as at 
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Notes to the Financial Statements continued
For the year ended 31 March

The Group’s current 
–

contracts. Hedge accounting documentation and effectiveness testing are undertaken for all the Group’s transactional hedge co

The table below shows the Group’s currency exposures, being exposures on currency transactions that give rise to net 

(€

–
– – –
– –
– – –
– – –

–
– – –
– –
– – –
– – –

–
–

terling value of the Group’s balance sheet can 

– –

– –

– –

–

–

– –

– –

– –
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Notes to the Financial Statements continued
For the year ended 31 March

The Group’s sensitivity to changes in foreign exchange rates and interest rates on financial assets and liabilities as at 31 
terling on the Group’s financial assets and liabilities

income by its impact on the Group’s overseas net assets and earnings respectively. Sensitivity on Group’s assets other than f

 

–

–
– –

–
– –
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– –

–

The impact of transactional risk on the Group’s monetary assets/liabilities that are not held in the functional currency of t
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Notes to the Financial Statements continued
For the year ended 31 March

–
–

–

–

–
–

–
–

–
–

–

effective its and each member of QinetiQ Controlled Group’s application of the Compliance Principles, in a manner accept

to require the Board to obtain Special Shareholder’s consent:

to demand a poll at any of QinetiQ’s meetings (even though it may have no voting rights except t
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Notes to the Financial Statements continued
For the year ended 31 March

e employee’s payment. The Group’s matching shares may be forfeited if the 

Company into the participant’s P
participant’s Plan
unpaid balance of a participant’s bonus account will be at risk of forfeiture. Refer to the Directors’ Remuneration Report for f

) being the Group’s 

Early in the financial year QinetiQ’s top 200 leaders are provisionally awarded contingent shares in the 
dependent on the Group’s performance during the year (specifically with respect to the level of non

’

No DSP’s 
The fair value of DSP’s awarded during 

the Group’s closing share price at the date of 

 

–

–

–

–

–
–

–
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Notes to the Financial Statements continued
For the year ended 31 March

The level of benefits provided depends on the members’ length of service and their final pensionable earnings at closure to f

– –

ce with the Scheme’s rules

CPI. Such distributions are from the Group’s Pension Funding 

QinetiQ’s Pension Funding Partnership
Partnership (the ‘Partnership’) with the Scheme. Under this arrangement, 

agreement. The Scheme’s interest in
with reference to CPI. The Scheme’s interest in the Partnership will revert back to QinetiQ

Partnership does not qualify as a plan asset for the purposes of the Group’s consolidated financial statements and is, theref
the fair value of plan assets. As a result, the Group’s consolidated financial statements are unchanged by the Partnership. I

plan (‘ ’)

–
Scheme’s 

The Scheme’s assets do not include any of the Group’s own transferable financial instruments, property occupied by, or other 

–

–

–

– –
– – – –

– – – –
– –

– –
– –
– –
– – – –
– –
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Notes to the Financial Statements continued
For the year ended 31 March

The insurance policy obtained by the pension scheme can only be used to pay or fund employee benefits under the Company’s def
plan. It is not available to the Company’s own creditors and cannot be paid to another entity. Thes

can be recognised on the Group’s balance sheet and the Group’s minimum funding commitments to the Scheme do not give rise to 

he present value of the Scheme’s liabilities, which are derived from cash flow projections over long periods, and

–

’s liabilities

the inflation rate risk, as measured on the Trustees’ gilt

For the Group’s portfolio of assets

standard, IAS 19 (revised) ‘Employee enefits’. Changes in these assumptions have no impact on the Group’s cash payments into the Scheme. 

Under the terms of the Group’s acq

MOD’s generic compliance regime
iance system is monitored by the Risk & CSR Committee. Refer to the Committee’s report within the Corporate 

on the Group’s balance sheet and in other comprehensive in
in the Group’s income statement.
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Notes to the Financial Statements continued
For the year ended 31 March

up’s revenue comes directly 

nt professional advice received, and represent management’s best estimate of the likely outcome. The timing of utilisation of

19 and the Board’s wish to adopt a prudent course of action to protect the long term, it will postpone the 

– –

below. Unless stated otherwise, the Group’s holding comprises ordinary shares which are held indirectly by QinetiQ Group plc,
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Notes to the Financial Statements continued
For the year ended 31 March

‘ ’

lc (‘the Company’) is a public limited

to as ‘the Group’.

ered material in relation to the Group’s financial statements.



 

  

 



  

  

These ‘specific adjusting items’ are of a ‘non operational’ nature and do not include all significant, irregular items that are of an operational nature, 
nt and equipment. Such ‘non

items’ are referred to in the business performance narrative to aid readers from a ‘quality of earnings perspective’. They ar
Directors to be irregular but still part of our businesses’ normal ‘operating’ performance and are included within the KPIs used to measure those 

The Group’s financial statements, approved by the Directors, have been prepared on a going concern basis as discussed in the Directors’ 

sale financial assets and other relevant financial assets and liabilities. The Group’s reporting currency is 

affect those returns through its power over the investee. This is the IFRS 10 definition of ‘control’.

–

accounted for using the equity method from the date of acquisition to the date of disposal. The Group’s investments in associ
anges in the Group’s share of the net assets of the associate 

e for the Group’s share 

IFRS 16 ‘L ’

IFRIC 23 ‘Uncertainty over income tax treatments’

Developments adopted by the Group in 2020 with no material impact on the Group’s financial statements

accounting periods beginning on or after 1 January 2018 and have been adopted with no material impact on the Group’s financia

– ‘Financial Instruments’

– 28 ‘Joint ventures and associates’

– mendments to IAS 19 ‘Employee benefits’
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Notes to the Financial Statements continued
For the year ended 31 March

impact on the Group’s financial statements

– ‘Business combinations’
–

–

–

ice to a customer. The Group’s revenue contracts are 
accounted for under IFRS 15 ‘Revenue from Contracts with Customers’ taking into account the requirement to distinguish betwee

arately. The Group’s methodology applies IFRS 15 on a contract

The Group’s long term service contracts are generally ‘test and evaluation’ or advice

transaction price and the Group’s measure of progress towards complete satisfaction of the performance obligation. 

and the price of the contract increases by an amount of consideration that reflects the entity’s stand
o

nsaction price and the Group’s measure of progress towards complete 

the input method to be appropriate as it best depicts the Group’s performance in transferring control of the service to the c

Licence revenue is attributed to either ‘right to use’ or ‘right to access’ licences. ‘Right to use’ licence re

‘Right to access’ licence revenue is recognised over time whe

ng a ‘percentage 
complete’ 

representing the Group’s right to consideration for services 

The Group enters into certain arrangements which involve a consortium of service providers. The Group acts as a ‘Prime’ contr
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transaction price and the Group’s measure of progress towards complete satisfaction of the performance obligation. 

and the price of the contract increases by an amount of consideration that reflects the entity’s stand
o

nsaction price and the Group’s measure of progress towards complete 

the input method to be appropriate as it best depicts the Group’s performance in transferring control of the service to the c

Licence revenue is attributed to either ‘right to use’ or ‘right to access’ licences. ‘Right to use’ licence re

‘Right to access’ licence revenue is recognised over time whe

ng a ‘percentage 
complete’ 

representing the Group’s right to consideration for services 

The Group enters into certain arrangements which involve a consortium of service providers. The Group acts as a ‘Prime’ contr
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Notes to the Financial Statements continued
For the year ended 31 March

The Group recognises the ‘incremental costs of obtaining a contract’ with a customer as an asset if the Group expects to reco
The ‘incremental costs of obtaining a contract’ are those costs that the 

Segmental information is presented according to the Group’s internal management reporting structure and the markets in which 

The Group’s accounting policy is to include the impact of research and development expenditure credits (‘RDEC’) within the ta

 

The ‘multi period excess earnings’ method and the ‘relief royalty’ method are both used for fair valuing intangible assets arising from 

–
–
–
–

–

–
–
–
–
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Notes to the Financial Statements continued
For the year ended 31 March

–

–







for leases in the Group, the lessee’s incremental borrowing rate is used, being the rate the individual le












use assets are generally depreciated over the shorter of the asset’s useful life and lease term on a straight
iated over the underlying asset’s useful life. The Group does not 

used in the Group’s operations. The majority of extension and termination options held are 






en the net realisable value of any inventory item is lower than its cost. A ‘market comparison’ technique is used to fair val

Deferred income, or ‘contract liabilities’, is
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Notes to the Financial Statements continued
For the year ended 31 March

Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the 

Financial assets are classified on the Group’s balance sheet as subsequently measured at amortised cost, fair value through o
income or fair value through profit or loss. This classification is made on the basis of both the Group’s busine

Financial liabilities are classified on the Group’s balance sheet as subsequently measured at amortised cost except for

c conditions. The ECL’s are updated each reporting period to reflect changes in 

14 paragraphs 11(b) and 12 and therefore the full net pension asset can be recognised on the Group’s balance sheet and the Group’s 

controlling interest’s 
acquired entity’s net identifiable assets. This decision is made on 

evelop just prior to the Group’s current year end

Estimation of the Group’s defined benefit pension net surplus
The Group’s defined benefit pension obligations (and hence the net surplus) are based on key assumptions, including discount 

that value. For the Group’s portfolio of assets
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Notes to the Financial Statements continued
For the year ended 31 March

e Group’s accounting policies are set out below:

reported within Other Income as ‘Share 
of profits of joint ventures and associates’.

two new accounting policies that were effective for the first time in the Group’s 


 IFRIC 23 ‘Uncertainty over income tax treatments’.

IFRS 16 ‘Leases’

‘operating leases’ under 

lessee’s in 2019. The weighted average lessee’s incremental borrowing rate applied to the lease liabilities 


 –





‘
’

Discounted using the lessee’

 –
 –
 –

– –
– –

– –

–
–

– –
– –
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Notes to the Financial Statements continued
For the year ended 31 March

on the Group’s 

The impact on the Group’s consolidated income statement of adopting IFRS

–
–

–

–

–
–

– – – –
– –

– – – –
– –

– –
– –
– –

The impact on the Group’s statement of cash flows of adopting IFRS

IFRIC 23 ‘Uncertainty over income tax treatments’

uncertainty over their treatment under IAS 12. The primary impact on QinetiQ’s financial statements arises in relation to the

The Group previously recorded provisions under IAS 12 reflecting the potential risk of QinetiQ’s many activities across many 

– –

– –

– –
–

– –

–
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–
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– –

– –

– –
–

– –
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Company balance sheet
As at 31 March

 

–
–

– – –
– – –
– – –
– – –

– – –
– – –
– – –
– – –
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Company statement of changes in equity
For the year ended 31 March

 

–
–

– – –
– – –
– – –
– – –

– – –
– – –
– – –
– – –
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Notes to the Company Financial Statements

considered material in relation to the Company’s 

–
–
–
–
–
–
–

In the Company’s financial statements, investments in subsidiary undertakings are stated at cost less any impairment in value

based vesting conditions. Further details of the Group’s share

–

The Company’s share capital is disclosed in note 2

Company’s share

Directors’ emoluments, excluding Company pension contributions, 
relating to their work for the Company. Details of the Directors’ emoluments, 

The remuneration of the Company’s auditor for the year to 31 March 

QinetiQ Group plc
Annual Report & Accounts 2020178



considered material in relation to the Company’s 

–
–
–
–
–
–
–

In the Company’s financial statements, investments in subsidiary undertakings are stated at cost less any impairment in value

based vesting conditions. Further details of the Group’s share

–

The Company’s share capital is disclosed in note 2

Company’s share

Directors’ emoluments, excluding Company pension contributions, 
relating to their work for the Company. Details of the Directors’ emoluments, 

The remuneration of the Company’s auditor for the year to 31 March 

179

Financial statements



Five Year Record

entation of the Group’s long

Foreign exchange
The principal exchange rates affecting the Group were the Sterling 
to US Dollar exchange rate and the Sterling to Australian Dollar 
rate.

 
12 months to  

31 March 2020
12 months to 

31 March 2019

£/US$ – opening 1.30 1.40

£/US$ – average 1.27 1.31

£/US$ – closing 1.24 1.30

£/A$ – opening 1.83 1.83

£/A$ – average 1.86 1.80

£/A$ – closing 2.03 1.83

Treasury policy
The Group treasury department works within a framework of 
policies and procedures approved by the Audit Committee. There 
is a structured approach to financial risk management, mitigating 
exposures to currency, liquidity, counterparty and credit risks 
as outlined in note 24. The policy supports the use of financial 
instruments to manage and hedge business operations risks that 
arise on movements in financial, credit or money markets. As 
part of these policies and procedures, there is strict control on 
the use of financial instruments. Speculative trading in financial 
instruments is not permitted.

• Currency risk – The Group’s income and expenditure is largely 
settled in the functional currency of the relevant Group entity. 
However, where cash flows are denominated in currencies 
other than the functional currency of the relevant trading 
entity, the Group has a policy in place to hedge all material 
transaction exposure at the point of commitment to the 
underlying transaction. Uncommitted future transactions are 
not routinely hedged. Where the timing of cash flows differ 
from the original expectation, the Group will enter into currency 
swaps to realign the hedge maturity. The maximum permitted 
hedge period is 5 years. The Group does not hedge translation 
exposures arising from the consolidation of overseas 
subsidiaries in foreign currencies.

• Financial credit and liquidity risk – The Group manages 
liquidity risk to ensure funds are available to meet business 
needs and maximise return while managing counterparty and 
credit risks. Investments are permitted with institutions on an 
Approved Counterparty list and not to exceed the counterparty 
credit limit. Investments must be held in the currency of 
the reporting entity except currency deposits or borrowings 
specifically placed to hedge assets or liabilities with related 
hedge documentation. Group funding is established to meet 
the Group’s medium and long term financing requirements. 
Facilities are agreed with a number of financial institutions 
such that no single institution exerts undue influence on the 
Group. At the year end the Group had an undrawn revolving 
credit facility of £275m which expires on 27 September 2024 
with an option to extend one further year.

The policies are established to manage and control risk in the 
treasury environment and to align the treasury goals, objectives 
and philosophy of the Group.

Tax risk management
QinetiQ’s tax strategy, as published on its corporate website, is to 
ensure compliance with all relevant tax legislation, wherever we 
do business, whilst managing our effective tax rates and tax cash 
flows. Tax is managed in alignment with our corporate responsibility 
strategy in that we strive to be responsible in all our business 
dealings with a zero tolerance of tax evasion. These principles are 
applied in a consistent and transparent manner in pursuing the tax 
strategy and in all dealings with tax authorities around the world.

• Tax planning – QinetiQ manages both effective tax rate 
(ETR) and cash tax impacts in line with the Board-endorsed 
tax strategy. External advice and consultation are sought 
on potential changes in tax legislation in the UK, the US and 
elsewhere as necessary, enabling the Group to plan for and 
mitigate potential changes. QinetiQ does not make use of 
‘off-shore’ entities or tax structures to focus taxable profits in 
jurisdictions that legislate for low tax rates.

• Relationships with tax authorities – QinetiQ is committed to 
building constructive working relationships with tax authorities 
based on a policy of full disclosure in order to remove uncertainty 
in its business transactions and allow the authorities to review 
possible risks. In the UK, QinetiQ seeks to be open and transparent 
in its engagement with the tax authorities by sharing with HMRC 
the methodologies adopted in its tax returns.

• Transfer pricing – QinetiQ does not have a significant level of 
cross-border activity but this will increase as it pursues its policy 
of expanding around the globe.  Where there is cross-border 
activity, controls are in place to ensure pricing reflects ‘arm’s 
length’ principles in compliance with the OECD Transfer Pricing 
Guidelines and the laws of the relevant jurisdictions. The Group 
does not, therefore, have a significant exposure to transfer 
pricing legislation.  QinetiQ submits its “Country by Country” 
report to the UK tax authorities in line with the OECD rules 
providing insight for tax authorities into its global tax affairs.

• Governance – The Board has approved this approach. The Audit 
Committee oversees the tax affairs and risks through periodic 
reviews. The governance framework is used to manage tax risks, 
establish controls and monitor their effectiveness. The Head of 
Tax is responsible for ensuring that appropriate policies, processes 
and systems are in place and that the tax team has the required 
skills and support to implement this approach.

QinetiQ’s corporate tax contribution – QinetiQ is liable to pay 
tax in the countries in which it operates, principally the UK, the 
US, Australia, Canada, Germany and Belgium. Changes in tax 
legislation in these countries could have an adverse impact on the 
level of tax paid on profits generated by the Group. A significant 
majority of the Group’s profit before tax is generated in the UK. 
This reflects the fact that the majority of the Group’s business is 
undertaken, and employees are based, in the UK. Total corporation 
tax payments in the year to 31 March 2020 were £10.0m.

The differential between the taxation expense and the tax paid 
in the year relates primarily to the timing of the recovery of 
research and development expenditure credits for which the cash 
is recovered in the year following the year of account. There is 
also an impact of deferred tax movements, whereby the income 
statement bears charges and credits (e.g. in respect of accelerated 
capital allowances) but for which there is no corporation tax paid 
in the year. Together, these result in the cash paid being £6.6m less 
than the total expense charged to the income statement.

Additional financial information

181

Additional information

QinetiQ Group plc
Annual Report & Accounts 2020180



entation of the Group’s long

Foreign exchange
The principal exchange rates affecting the Group were the Sterling 
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Treasury policy
The Group treasury department works within a framework of 
policies and procedures approved by the Audit Committee. There 
is a structured approach to financial risk management, mitigating 
exposures to currency, liquidity, counterparty and credit risks 
as outlined in note 24. The policy supports the use of financial 
instruments to manage and hedge business operations risks that 
arise on movements in financial, credit or money markets. As 
part of these policies and procedures, there is strict control on 
the use of financial instruments. Speculative trading in financial 
instruments is not permitted.

• Currency risk – The Group’s income and expenditure is largely 
settled in the functional currency of the relevant Group entity. 
However, where cash flows are denominated in currencies 
other than the functional currency of the relevant trading 
entity, the Group has a policy in place to hedge all material 
transaction exposure at the point of commitment to the 
underlying transaction. Uncommitted future transactions are 
not routinely hedged. Where the timing of cash flows differ 
from the original expectation, the Group will enter into currency 
swaps to realign the hedge maturity. The maximum permitted 
hedge period is 5 years. The Group does not hedge translation 
exposures arising from the consolidation of overseas 
subsidiaries in foreign currencies.

• Financial credit and liquidity risk – The Group manages 
liquidity risk to ensure funds are available to meet business 
needs and maximise return while managing counterparty and 
credit risks. Investments are permitted with institutions on an 
Approved Counterparty list and not to exceed the counterparty 
credit limit. Investments must be held in the currency of 
the reporting entity except currency deposits or borrowings 
specifically placed to hedge assets or liabilities with related 
hedge documentation. Group funding is established to meet 
the Group’s medium and long term financing requirements. 
Facilities are agreed with a number of financial institutions 
such that no single institution exerts undue influence on the 
Group. At the year end the Group had an undrawn revolving 
credit facility of £275m which expires on 27 September 2024 
with an option to extend one further year.

The policies are established to manage and control risk in the 
treasury environment and to align the treasury goals, objectives 
and philosophy of the Group.

Tax risk management
QinetiQ’s tax strategy, as published on its corporate website, is to 
ensure compliance with all relevant tax legislation, wherever we 
do business, whilst managing our effective tax rates and tax cash 
flows. Tax is managed in alignment with our corporate responsibility 
strategy in that we strive to be responsible in all our business 
dealings with a zero tolerance of tax evasion. These principles are 
applied in a consistent and transparent manner in pursuing the tax 
strategy and in all dealings with tax authorities around the world.

• Tax planning – QinetiQ manages both effective tax rate 
(ETR) and cash tax impacts in line with the Board-endorsed 
tax strategy. External advice and consultation are sought 
on potential changes in tax legislation in the UK, the US and 
elsewhere as necessary, enabling the Group to plan for and 
mitigate potential changes. QinetiQ does not make use of 
‘off-shore’ entities or tax structures to focus taxable profits in 
jurisdictions that legislate for low tax rates.

• Relationships with tax authorities – QinetiQ is committed to 
building constructive working relationships with tax authorities 
based on a policy of full disclosure in order to remove uncertainty 
in its business transactions and allow the authorities to review 
possible risks. In the UK, QinetiQ seeks to be open and transparent 
in its engagement with the tax authorities by sharing with HMRC 
the methodologies adopted in its tax returns.

• Transfer pricing – QinetiQ does not have a significant level of 
cross-border activity but this will increase as it pursues its policy 
of expanding around the globe.  Where there is cross-border 
activity, controls are in place to ensure pricing reflects ‘arm’s 
length’ principles in compliance with the OECD Transfer Pricing 
Guidelines and the laws of the relevant jurisdictions. The Group 
does not, therefore, have a significant exposure to transfer 
pricing legislation.  QinetiQ submits its “Country by Country” 
report to the UK tax authorities in line with the OECD rules 
providing insight for tax authorities into its global tax affairs.

• Governance – The Board has approved this approach. The Audit 
Committee oversees the tax affairs and risks through periodic 
reviews. The governance framework is used to manage tax risks, 
establish controls and monitor their effectiveness. The Head of 
Tax is responsible for ensuring that appropriate policies, processes 
and systems are in place and that the tax team has the required 
skills and support to implement this approach.

QinetiQ’s corporate tax contribution – QinetiQ is liable to pay 
tax in the countries in which it operates, principally the UK, the 
US, Australia, Canada, Germany and Belgium. Changes in tax 
legislation in these countries could have an adverse impact on the 
level of tax paid on profits generated by the Group. A significant 
majority of the Group’s profit before tax is generated in the UK. 
This reflects the fact that the majority of the Group’s business is 
undertaken, and employees are based, in the UK. Total corporation 
tax payments in the year to 31 March 2020 were £10.0m.

The differential between the taxation expense and the tax paid 
in the year relates primarily to the timing of the recovery of 
research and development expenditure credits for which the cash 
is recovered in the year following the year of account. There is 
also an impact of deferred tax movements, whereby the income 
statement bears charges and credits (e.g. in respect of accelerated 
capital allowances) but for which there is no corporation tax paid 
in the year. Together, these result in the cash paid being £6.6m less 
than the total expense charged to the income statement.
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Glossary
Glossary

AGM Annual General Meeting

BBP Bonus Banking Plan

CAGR Compound Annual Growth Rate

C4ISR  Command, control, communications, computers, 
intelligence, surveillance and reconnaissance

COTS Commercial off the shelf

CPI  Consumer Price Index

CR  Corporate Responsibility

CRC Carbon Reduction Commitment

CSR Corporate Social Responsibility

DE&S MOD’s Defence, Equipment and Support organisation

DHS US Department of Homeland Security

DSP Deferred Share Plan

DoD US Department of Defense

EBITDA  Earnings before interest, tax, depreciation and 
amortisation

ED&I Equality, diversity and inclusion

EDP Engineering Delivery Partner

EEG Employee Engagement Group

EMEA Europe, Middle East and Australasia

EPS Earnings per share

ESA European Space Agency

ESOS Energy Savings Opportunity Scheme

EST Engineering, Science and Technical

FAR Federal Acquisition Regulations

FCA Financial Conduct Authority

FMI  Foster-Miller, Inc. – the legal entity through which the 
QNA business operates

Funded order backlog 
   The expected future value of revenue from 

contractually committed and funded customer orders

GHG Greenhouse gas

IAS  International Accounting Standards

IBDM International Berthing and Docking Mechanism

IFRS International Financial Reporting Standards

IRAD Internal research and development

KPI  Key Performance Indicator

LDP Leadership development programme

LIBID London inter-bank bid rate

LIBOR London inter-bank offered rate

LTI  Lost time incident

LTPA  Long Term Partnering Agreement – 25-year contract 
established in 2003 to manage the MOD’s Test and 
Evaluation ranges

MDP Modernising Defence Programme

MOD UK Ministry of Defence

MSCA Maritime Strategic Capability Agreement

NCSISS Naval Combat System Integration Support Services

OHSAS Occupational Health and Safety Advisory Services

PDR Performance development review

PBT Profit before tax

PSP Performance Share Plan

QNA QinetiQ North America

QSOS QinetiQ Share Option Scheme

QTS QinetiQ Target Systems

R&D Research and development

RDEC Research and development expenditure credit

SE  Strategic Enterprise

SPA Special protection area

SSRO Single Source Regulations Office

SSSI Site of Special Scientific Interest

STEM Science, Technology, Engineering and Maths

T&E Test and Evaluation

T&R Training and Rehearsal

TSR Total shareholder return

UAV Unmanned aerial vehicle

UK Corporate Governance Code 
   Guidelines of the Financial Reporting Council to 

address the principal aspects of corporate governance 
in the UK

UK GAAP 
  UK Generally Accepted Accounting Practice

QinetiQ Group plc
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Alternative performance measures (APMs)
The Group uses various non-statutory measures of performance, or APMs. Such APMs are used by management internally to monitor 
and manage the Group’s performance and also allow the reader to obtain a proper understanding of performance (in conjunction 
with statutory financial measures of performance). The APMs used by QinetiQ are set out below:

Measure Explanation Note

Organic growth The level of year-on-year growth, expressed as a percentage, calculated at constant prior year foreign 
exchange rates, adjusting for business acquisitions and disposals to reflect equivalent composition of 
the Group

Note 2

Underlying 
operating profit

Operating profit as adjusted to exclude ‘specific adjusting items’ Note 3

Underlying 
operating margin

Underlying operating profit expressed as a percentage of revenue Note 3

Underlying net finance 
income/expense

Net finance income/expense as adjusted to exclude ‘specific adjusting items’ Note 7

Underlying profit before/
after tax

Profit before/after tax as adjusted to exclude ‘specific adjusting items’ Note 4

Underlying effective 
tax rate

The tax charge for the year excluding the tax impact of ‘specific adjusting items’ expressed as a 
percentage of underlying profit before tax

Note 9

Underlying basic and 
diluted EPS

Basic and diluted earnings per share as adjusted to exclude ‘specific adjusting items’ Note 10

Orders The level of new orders (and amendments to existing orders) booked in the year. Includes share of 
orders won by 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 bill ratio Ratio of funded orders received in the year to revenue for the year, adjusted to exclude revenue from 
the 25-year LTPA contract due to significant size and timing differences of LTPA order and revenue 
recognition which may distort the ratio calculation

N/A

Underlying net cash flow 
from operations

Net cash flow from operations before cash flows of specific adjusting items. Note 25

Underlying operating 
cash conversion or cash 
conversion ratio

The ratio of underlying net cash from operations to underlying operating profit Note 25

Free cash flow Underlying net cash flow from operations less net tax and interest payments less purchases of 
intangible assets and property, plant and equipment. Plus proceeds from disposal of plant and 
equipment.

Note 25

Net cash Net cash as defined by the Group combines cash and cash equivalents with other financial assets and 
liabilities, primarily available for sale investments, derivative financial instruments and finance lease 
assets / liabilities.

Note 22

Specific adjusting items Amortisation of intangible assets arising from acquisitions; impairment of property; gains/losses 
on disposal of property, investments and intellectual property; net pension finance income; pension 
past service costs; acquisition costs; tax impact of the preceding items and significant non-recurring 
deferred tax movements.

Note 4
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QinetiQ Group plc
Annual Report & Accounts 2020182

Alternative performance measures (APMs)
The Group uses various non-statutory measures of performance, or APMs. Such APMs are used by management internally to monitor 
and manage the Group’s performance and also allow the reader to obtain a proper understanding of performance (in conjunction 
with statutory financial measures of performance). The APMs used by QinetiQ are set out below:

Measure Explanation Note

Organic growth The level of year-on-year growth, expressed as a percentage, calculated at constant prior year foreign 
exchange rates, adjusting for business acquisitions and disposals to reflect equivalent composition of 
the Group

Note 2

Underlying 
operating profit

Operating profit as adjusted to exclude ‘specific adjusting items’ Note 3

Underlying 
operating margin

Underlying operating profit expressed as a percentage of revenue Note 3

Underlying net finance 
income/expense

Net finance income/expense as adjusted to exclude ‘specific adjusting items’ Note 7

Underlying profit before/
after tax

Profit before/after tax as adjusted to exclude ‘specific adjusting items’ Note 4

Underlying effective 
tax rate

The tax charge for the year excluding the tax impact of ‘specific adjusting items’ expressed as a 
percentage of underlying profit before tax

Note 9

Underlying basic and 
diluted EPS

Basic and diluted earnings per share as adjusted to exclude ‘specific adjusting items’ Note 10

Orders The level of new orders (and amendments to existing orders) booked in the year. Includes share of 
orders won by 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 bill ratio Ratio of funded orders received in the year to revenue for the year, adjusted to exclude revenue from 
the 25-year LTPA contract due to significant size and timing differences of LTPA order and revenue 
recognition which may distort the ratio calculation

N/A

Underlying net cash flow 
from operations

Net cash flow from operations before cash flows of specific adjusting items. Note 25

Underlying operating 
cash conversion or cash 
conversion ratio

The ratio of underlying net cash from operations to underlying operating profit Note 25

Free cash flow Underlying net cash flow from operations less net tax and interest payments less purchases of 
intangible assets and property, plant and equipment. Plus proceeds from disposal of plant and 
equipment.

Note 25

Net cash Net cash as defined by the Group combines cash and cash equivalents with other financial assets and 
liabilities, primarily available for sale investments, derivative financial instruments and finance lease 
assets / liabilities.

Note 22

Specific adjusting items Amortisation of intangible assets arising from acquisitions; impairment of property; gains/losses 
on disposal of property, investments and intellectual property; net pension finance income; pension 
past service costs; acquisition costs; tax impact of the preceding items and significant non-recurring 
deferred tax movements.

Note 4
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