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DECLARATION OF JOHN TOEPFER 

I, John Toepfer, do declare and state as follows: 

1. My name is John Toepfer. I am over the age of 18.

2. I am the founder and Chief Executive Officer of Synthesis Technology Corp. (“Synthesis”), the
applicant in this matter. I am authorized by Synthesis to make this declaration. The statements in
this declaration are true and correct and within my personal knowledge.

3. Synthesis has used since at least 2011 the mark FLIGHTDECK in connection with a sales and
marketing software tool for asset managers to create customer and regulatory compliant
presentations for their pitchbooks and other sales and marketing content.

4. Synthesis FLIGHTDECK is a web-hosted application service provider (ASP) tool enabling users to
upload slide materials, manage their use and business rules, and form custom sales presentations
to support sales meetings. This is an end-user facing interactive business process tool supporting
marketing and sales functions.

5. Synthesis focuses its sales of FLIGHTDECK to highly sophisticated financial service organizations,
asset and wealth managers, retirement plan providers, and private banks.

6. Synthesis’ customers for FLIGHTDECK are in highly regulated industries.

7. I have reviewed portions of the application for the FLIGHTDECK mark by Leidos Innovations
Technology, Inc. (“Leidos”), its website, and portions of the 10-K filing of Leidos Holdings, Inc.

8. Leidos and Synthesis products are different and are designed for sophisticated but different users
in unrelated fields. As I stated above, the Synthesis FLIGHTDECK product is a web-hosted ASP tool
for marketing and sales functions. Leidos’ FLIGHTDECK is best described as a middleware function, 
which by definition is used to integrate two computer systems or create a system-to-system
information flow. The Leidos product is not an end-user tool, nor does it have anything to do with
sales presentations. Rather, the Leidos product is used by governmental agencies working on air
traffic control systems.
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9. Leidos and Synthesis market their products through different channels. Synthesis markets to 
financial service organizations, asset and wealth managers, retirement plan providers, and private 
banks. Leidos markets to governments and governmental agencies, who generally award 
contracts either by bid or negotiation. 

10. I am not aware of any instance of confusion in the marketplace between the Synthesis product 
and the Leidos product in the nine years of Synthesis’ use of the FLIGHTDECK mark. A financial 
service organization or retirement plan provider seeking a marketing tool would not find a 
product for air traffic control systems to be confusingly similar to the Synthesis FLIGHTDECK 
product. Similarly, the Federal Aviation Agency or other large governmental airport agency would 
not find the Synthesis FLIGHTDECK product to be confusingly similar to the Leidos’ product. 

 
I declare under penalty of perjury that all statements made of my own knowledge are true and 

correct and all statements made on information and belief are believed to be true. 
 
Dated:  June 5, 2020 
 
___________________________ 

John Toepfer 
 



A Holistic Solution

1©2018 Synthesis Technology

End-to-End Marketing and Sales Enablement Solution

FlightDeck is a holistic software solution that helps investment companies improve their sales enablement process. Marketers use the  
platform to manage presentation materials more efficiently, while keeping sales teams on-brand and compliant across every team,  
time-zone, and territory. With the ability to access compliant content on any device, salespeople can create customer-centric  
presentations—in minutes—for every sales meeting. Reporting and analytics give leadership teams insight into what’s working, and what’s 
not, so they can understand how to move the needle. Created specifically for investment companies, FlightDeck has critical features built-in 
to its foundation, including data managment, approval workflows, and audit trail capabilities. 

PRESENTATION
MANAGEMENT

DATA & CONTENT
AUTOMATION

Create customized & 
compliant sales decks

Instantly update 
data-linked content

Securely store & access
all sales/marketing content

Present from any device,
track activity, & get insights
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Item 1. Business

Our Company

Leidos Holdings, Inc. ("Leidos"), a Delaware corporation, is a holding company whose direct 100%-owned subsidiary and 
principal operating company is Leidos, Inc. Leidos was founded in 1969 by physicist Dr. Robert Beyster. Since our 
founding 51 years ago, we have applied our expertise in science, research and engineering in rapidly evolving 
technologies and markets to solve complex problems of global concern.

We use the terms "Company," "we," "us" and "our" to refer collectively to Leidos Holdings, Inc. and its consolidated 
subsidiaries.

Leidos is a FORTUNE 500® science, engineering and information technology company that provides services and 
solutions in the defense, intelligence, civil and health markets. We bring domain-specific capability and innovations to 
customers in each of these markets by leveraging seven core capabilities: cyber; digital modernization; integrated 
systems; mission software systems; mission support; operations and logistics; and sensors, collection and 
phenomenology. Applying our technically advanced solutions to help solve our customers' most difficult problems has 
enabled us to build strong relationships with key customers. Our domestic customers include the U.S. Department of 
Defense ("DoD"), the U.S. Intelligence Community, the U.S. Department of Homeland Security ("DHS"), the Federal 
Aviation Administration 
("FAA"), the Department of Veterans Affairs ("VA") and many other U.S. government civilian agencies, as well as state and 
local government agencies. With a focus on delivering mission-critical solutions, Leidos generated 87% of fiscal 2019 
revenues from U.S. government contracts.

Building on our foundation of offering innovative services and solutions to U.S. government customers, Leidos serves 
international government and select commercial markets. Our international customers include foreign governments and 
their agencies, primarily located in Australia and the United Kingdom ("U.K."). By leveraging expertise in multiple 
disciplines, tailoring our services and solutions to the particular needs of our targeted markets and using advanced 
analytics, we work to securely deliver services and solutions that not only meet customers' current goals, but also support 
their future missions.

For additional discussion and analysis related to recent business developments, see "Business Environment and Trends" 
in "Management's Discussion and Analysis of Financial Condition and Results of Operations" in Part II of this Annual 
Report on Form 10-K.

Our Business Segments

At January 3, 2020, our business is aligned into three reportable segments (Defense Solutions, Civil and Health). 
Additionally, we separately present the unallocable costs associated with corporate functions as Corporate. Our operations 
and reportable segments are organized around the markets we serve. We provide a wide array of scientific, engineering 
and technical services and solutions across these reportable segments. Less than 10% of our revenues and tangible long-
lived assets are generated by or owned by entities located outside of the United States.

Effective the beginning of fiscal 2019, we changed the composition of our Defense Solutions reportable segment to better 
align the operations within the reportable segment to the customers we serve. This resulted in the identification of new 
operating segments within Defense Solutions. In addition, certain contracts were reassigned between the Civil and 
Defense Solutions reportable segments. While this activity did not have a material impact on our reportable segments, 
fiscal 2018 and 2017 segment results and disclosures have been recast to reflect this change.

Defense Solutions

Defense Solutions is focused on rapidly deploying agile, cost-effective solutions to meet the ever-changing missions of our 
customers in the areas of intelligence surveillance and reconnaissance ("ISR"), enterprise information technology ("IT"), 
integrated systems, cybersecurity and global services. We provide a diverse portfolio of national security solutions and 
systems for air, land, sea, space and cyberspace for the U.S. Intelligence Community, the DoD, military services, 
government agencies of U.S. allies abroad and other federal and commercial customers in the national security industry. 
Our solutions deliver innovative technology, large-scale intelligence systems, command and control platforms, data 
analytics, logistics and cybersecurity solutions, as well as intelligence analysis and operations support to critical missions 
around the world. Defense Solutions represented 48% of total revenues for fiscal 2019 and 49% of total revenues for fiscal 
2018 and 2017.
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Our Defense Solutions business offers broad technology, development and integration capabilities and is responsible for
leading our efforts in surveillance and reconnaissance, integrated systems solutions and global services for the U.S.
Intelligence Community, military commands and other government and commercial customers.

• Surveillance and Reconnaissance – We offer a wide range of technologies in multiple domains that address the
nation's most critical threats and deliver solutions to the U.S. Intelligence Community, DoD and military services. A
primary focus is on the DoD's technology organizations, which include the Defense Advanced Research Projects
Agency, Army Research Lab, Air Force Research Lab and Office of Naval Research. Our market concentration is
on airborne and ground ISR, maritime systems, electronic warfare systems, distributed sensor systems,
autonomous systems and command and control. We provide multi-spectral, airborne, ground and maritime ISR
collection and processing systems, advanced sensor design, command and control solutions and training systems.

• Digital Transformation and Integrated Systems – We offer extensive software development capabilities for
intelligence and information systems and deliver mission and enterprise-level solutions to the U.S. and allied
Intelligence Community, DoD, military services and the Australian Department of Defense. Our markets include
cybersecurity, data analytics, digital transformation and operations and logistics. Our cybersecurity solutions detect
and manage the most sophisticated cyber threats. We offer innovative data analytics capabilities, and we design,
develop, integrate, deploy and support information-centric software and enterprise IT systems for complex, data-
driven national security challenges. Our operations and logistics offerings include enterprise platforms that speed
the supply chain of highly complex systems.

• Global Services – We provide high-end services to the U.S. Intelligence Community and DoD. Operating around
the world daily, we provide intelligence analysis, operational support, security, linguistics and training. In addition,
we deliver tailored IT services and solutions to our customers across the globe.

Civil

Our Civil business is focused on seamlessly integrating and protecting physical, digital and data domains. By applying
leading science, effective technologies and business acumen, our talented employees help customers maximize their
performance and take on the connected world with data-driven insights, improved efficiencies and technological
advantages. Civil represented 34% of total revenues for fiscal 2019 and 33% of total revenues for fiscal 2018 and 2017.

• Aviation Solutions – Leidos is a trusted systems integrator serving Air Navigation Service Providers including the
FAA, the Transportation Security Administration ("TSA") and airport operators. Our work in airport modernization
helps stakeholders achieve stated objectives, including increased operational efficiency and safety, a technology
enhanced passenger experience, non-aeronautical revenue enablement and state-of-the-art situational awareness
and security. Leidos air traffic control systems are used in Air Navigation Service Provider facilities that control a
majority of the world's air traffic. We work diligently to support the FAA's NextGen program with government
accepted systems including En Route Automation Modernization, Advanced Technology Oceanic Procedures,
Time Based Flow Management and Terminal Flight Data Management. For the National Air Traffic Services
system in the U.K., we offer the SkyLine Air Traffic Management suite to enhance safety, improve on-time
performance and increase fuel efficiency.

• Security Products – Our Vehicle and Cargo Inspection Systems enable the rapid scanning of vehicles and cargo
using patented technology that produces a high-quality image using a low radiation dose while using less space
and processing higher volumes of cars and trucks than other scanning systems. Our Reveal line of explosive
detection systems for checked airline baggage pioneered the "reduced size" segment of this market with small,
flexible systems that are installed at airport check-in counters. We also have a line of radiation detection systems,
which are used today at ports, border crossings and critical infrastructure facilities around the world – including
most ports and border crossings in the United States.
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• Digital Transformation Services – We deliver secure, user-centric IT solutions in cloud computing, mobility,
application modernization, DevOps, data center and network modernization, asset management, help desk
operations and digital workplace enablement. We help our customers achieve their missions and business goals
by delivering purpose-built solutions, cybersecurity as a standard, efficient project delivery and end-user
satisfaction. Leidos is modernizing enterprise IT for CONUS/OCONUS programs in classified and unclassified
environments, including programs with the Army Corp of Engineers, National Aeronautics and Space
Administration ("NASA") and the Department of Justice.

• Federal Environment and Infrastructure – We are trusted by civilian and defense agencies with substantial
environmental and sustainability driven missions. Our pedigree across environmental management, nuclear
security, energy efficiency, infrastructure management, mission support and IT modernization provides the
applicable expertise needed to transform operations while modernizing aging infrastructure and maintaining
environmental stewardship. We support several of the Department of Energy's largest nuclear production,
operations and remediation sites. At Hanford, we provide site-wide infrastructure management and operation
including oversight of land and logistics, public works, information technology, fleet transportation, environmental
sustainability and compliance, first responder services and future project planning. Our environmental engineers
and scientists address all aspects of remediation for soil, groundwater, surface water and sediment, including
removal, treatment, bioremediation, containment, resource management, land use and institutional controls, air
emission control and monitoring and remedy performance monitoring and reviews, including National Emergency
Rapid Response. At the National Energy Technology Laboratory, we actively perform and provide support for
fundamental and applied research efforts, including providing product and logistical support comprising of strategic
business development, technology transfer and agreements and education and outreach support for the effective
and efficient conduct of research.

• Logistics – Leidos is a global leader in large-scale, complex operations and logistics. Our programs extend from
the bottom of the world on the Antarctic ice to the orbiting outpost that is the International Space Station. Our
expertise goes beyond supply sourcing, shipping, warehousing and maintenance as we also provide systems
engineering, specialized product support, training and field readiness, base operations, data analytics and
software development. We are helping our customers, including the United Kingdom Ministry of Defence ("U.K.
MoD"), the National Science Foundation ("NSF") and NASA, streamline logistics through data analytics so more of
their budgets can be applied to their mission activities.

Health

Our Health business is focused on delivering effective and affordable solutions to federal and commercial customers that
are responsible for the health and well-being of people worldwide including service members and veterans. Our solutions
enable customers to deliver on the health mission of providing high quality, cost effective care, and are accomplished
through the integration of information technology, engineering, health and life sciences, clinical insights and health
policy. The capabilities we provide are principally encapsulated by four major areas of activity: complex systems
integration, managed health services, enterprise IT transformation and life sciences. Health represented 18% of total
revenues for fiscal 2019, 2018 and 2017.

• Complex Systems Integration – Leidos employs whole-systems thinking in fielding applied technology solutions
across the entire continuum of healthcare. We are working as the lead systems integrator deploying the next
generation medical records system to DoD hospitals and treatment facilities worldwide, responsible for integrating
software from the electronic healthcare record vendor and the dental record vendor, as well as integrating picture
archiving and communications software and more. We ensure the integrated system is cyber secure. We provide
enterprise information technology solutions to the VA, National Institutes of Health, DoD and other government
customers that help them operate mission critical infrastructure reliably and at a reasonable cost. Commercially,
we are taking these same Leidos-wide capabilities to manage critical infrastructure to the largest health systems in
the United States, launching this service with a major hospital system earlier this year.
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• Managed Health Services – We deploy a national footprint of health clinics and health providers to support care
delivery services, including medical disability examinations for the VA (including behavioral assessments), as well
as serving other independent medical exam markets. We have developed unique capabilities in behavioral health
management through many decades of experience with a special emphasis on substance abuse services. Our
managed health services activities leverage our IT and mission enablement capabilities which underpin solutions
we offer to our customers across all of our served markets.

• Digital Transformation – We manage the entire lifecycle of the IT journey for our customers. Our expertise includes
IT strategic planning, outsourcing and management of large scale data centers, agile software development and
system transformation, cloud migration and application modernization, digitization and advanced analytics. Our
customers include the Centers for Medicare & Medicaid Services, Food and Drug Administration, Social Security
Administration, VA, Defense Health Agency and commercial customers. Leidos helps transform our customers' IT
environments in support of their most critical missions. All of this is accomplished in a highly secure manner by
leveraging our cybersecurity capabilities.

• Life Sciences Research & Development– We provide life science research and development support to the
National Institutes of Health, Center for Disease Control, Army Medical Research community, commercial biotech
companies and the Frederick National Laboratory for Cancer Research, where we employ approximately 2,300
scientists, technicians, administrators and support staff. Our professionals operate a wide range of leading-edge
research and development laboratories in the areas of genetics and genomics, proteins and proteomics, advanced
biomedical computing and information technology, biopharmaceutical development and manufacturing,
nanotechnology characterization and clinical trials management.

From the biomedical sciences to implementing and optimizing electronic health records to enabling providers to perform
care coordination and population health management, Leidos is pioneering the use of systems integration principles,
processes and technologies to transform the health industry’s evolution towards better quality, more efficient and effective
care. 

Corporate

Corporate includes the operations of various corporate activities, certain expense items that are not reimbursed by our
U.S. government customers and certain other expense items excluded from a reportable segment's performance.

Acquisitions and Divestitures

During fiscal 2019, we acquired IMX Medical Management Services and its affiliated businesses. In early fiscal 2020, we
acquired Dynetics, Inc. and entered into a definitive agreement to acquire L3Harris Technologies' security detection and
automation businesses. See "Note 6—Acquisitions" and "Note 27—Subsequent Events" in Part II of this Annual Report on
Form 10-K for further information.

Additionally, during fiscal 2019, we divested of our commercial cybersecurity and health staff augmentation businesses.
For further information, see "Note 7—Divestitures" in Part II of this Annual Report on Form 10-K.

Key Customers

Substantially all of our revenues are generated in the United States. Our consolidated revenues are largely attributable to
prime contracts or to subcontracts with other contractors engaged in work for the U.S. government, with the remaining
attributable to international customers, including the U.K. MoD and Australian Department of Defense, and customers
across a variety of commercial markets. Within the U.S. government, our revenues are diversified across many agencies,
including various intelligence agencies, the U.S. Army, Navy and Air Force, DHS, FAA, TSA, the Defense Health Agency,
VA, Department of Health and Human Services, NASA, NSF, the Environmental Protection Agency and research agencies
such as the Defense Advanced Research Projects Agency.
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The percentage of total revenues for the U.S. government, its agencies and other customers comprising more than 10% of
consolidated revenues for the periods presented were as follows:

Year Ended
January 3, 

2020
December 28, 

2018
December 29, 

2017

U.S. Government 87% 85% 84%
DoD and U.S. Intelligence Community 48% 48% 48%

U.S. Army 11% 13% 13%

These customers have a number of subsidiary agencies that have separate budgets and procurement functions. Our
contracts may be with the highest level of these agencies or with the subsidiary agencies of these customers.

Employees

As of January 3, 2020, we employed approximately 34,000 full and part-time employees in more than 29 countries
worldwide. The experience and expertise of our employees makes Leidos capable of solving our customers' most
challenging technical problems. Approximately 40% of our employees have degrees in science, technology, engineering or
mathematics fields, over 1,000 employees have doctoral degrees, approximately 40% of our employees possess security
clearances and approximately 22% of our employees are military veterans.

Research and Development

We conduct research and development activities under customer-funded contracts and with company-funded research and
development funds. Company-funded research and development includes independent research and development
("IR&D") and commercial research and development. IR&D efforts consist of projects involving basic research, applied
research, systems development and other concept formulation studies. IR&D expenses are generally allocated to U.S.
government contracts. Commercial research and development efforts consist of projects funded from commercial
expenses and profits.

Company-funded research and development expenses are included in selling, general and administrative expenses. Our
company-funded research and development expense was $49 million, $46 million and $42 million for fiscal 2019, 2018
and 2017, respectively, which as a percentage of consolidated revenues was 0.4%, 0.5% and 0.4% for fiscal 2019, 2018
and 2017, respectively. We charge expenses for research and development activities performed under customer contracts
directly to cost of revenues for those contracts.

Intellectual Property Rights

Our technical services and products are not generally dependent upon patent protection, although we do selectively seek
patent protection. We claim a proprietary interest in certain of our products, software programs, methodologies and know-
how. This proprietary information is protected in confidence as trade secrets, using non-disclosure agreements, contracts
and other definitive agreements. We selectively pursue opportunities to license or transfer our technologies to third parties.

In connection with the performance of services and solutions, the U.S. government has certain rights to inventions, data,
software codes and related material that we develop under U.S. government-funded contracts and subcontracts.
Generally, the U.S. government may disclose or license such information to third parties, including, in some instances, our
competitors. In the case of some subcontracts that we perform, the prime contractor generally obtains rights to use the
programs and products that we deliver under the subcontract to perform its prime contract obligations.

Competition

Competition for contracts is significant, and we often compete against a large number of well-established corporations that
may have greater name and brand recognition. We also compete against smaller, more specialized companies that
concentrate their resources on particular areas, as well as the U.S. government’s own capabilities and federal non-profit
contract research centers. As a result of the diverse requirements of the U.S. government and our commercial customers,
we frequently collaborate with other companies to compete for large contracts and bid against these same companies in
other situations.
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We believe that our principal competitors currently include the following companies: BAE Systems plc, Booz Allen 
Hamilton Inc., CACI International Inc., General Dynamics Corporation, L3Harris, Lockheed Martin Corporation, ManTech 
International Corporation, Northrop Grumman Corporation, Perspecta Inc., Raytheon Company and SAIC. These 
companies span across sectors that include engineering and technical services divisions of large defense contractors, 
diversified U.S. and international IT providers and contractors focused solely on technical services, supply chain 
management, other logistics services and major systems operations and maintenance, homeland security and health 
solutions.

We compete on various factors, including our technical expertise and qualified professional and/or security-cleared 
personnel, our ability to deliver innovative cost-effective solutions in a timely manner, successful program execution, our 
reputation and standing with customers, pricing, the size and geographic presence of our company and past performance 
credentials.

Contract Procurement

Our business is heavily regulated and we must comply with and are affected by laws and regulations relating to the 
formation, administration and performance of U.S. government and other contracts. The U.S. government procurement 
environment has evolved due to statutory and regulatory procurement reform initiatives. Today, U.S. government 
customers employ several contracting methods to purchase services and products. Budgetary pressures and reforms in 
the procurement process have caused many U.S. government customers to increasingly purchase services and products 
using contracting methods that give them the ability to select multiple contract winners or pre-qualify certain contractors 
to provide services or products on established general terms and conditions rather than through single-award contracts. 
The predominant contracting methods through which U.S. government agencies procure services and products include 
the following:

• Definitive Award Contracts. U.S. government agencies may procure services and products through single
definitive award contracts which specify the scope of services or products purchased and identify the contractor
that will provide the specified services or products. When an agency has a requirement, the agency will issue a
solicitation or request for proposal to which interested contractors can submit a proposal. The bidding and
selection process can take a year or more to complete. For the contractor, this method of contracting may provide
greater certainty of the timing and amounts to be received at the time of contract award because it generally
results in the customer contracting for a specific scope of services or products from the single definitive successful
awardee.

• Indefinite Delivery/Indefinite Quantity ("IDIQ") Contracts. The U.S. government uses IDIQ contracts to obtain
commitments from contractors to provide certain services or products on pre-established terms and conditions.
The U.S. government then issues task orders under the IDIQ contracts to purchase the specific services or
products it needs. IDIQ contracts are awarded to one or more contractors following a competitive procurement
process. Under a single-award IDIQ contract, all task orders under that contract are awarded to one pre-
established contractor. Under a multiple-award IDIQ contract, task orders can be awarded to any of the pre-
established contractors, which can result in further limited competition for the award of task orders. Multiple-award
IDIQ contracts that are open for any government agency to use for procurement are commonly referred to as
"government-wide acquisition contracts." IDIQ contracts often have multi-year terms and unfunded ceiling
amounts, therefore enabling, but not committing, the U.S. government to purchase substantial amounts of services
or products from one or more contractors. At the time an IDIQ contract is awarded (prior to the award of any task
orders), a contractor may have limited or no visibility as to the ultimate amount of services or products that the
U.S. government will purchase under the contract, and in the case of a multiple-award IDIQ, the contractor from
which such purchases may be made.
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• U.S. General Services Administration ("GSA") Schedule Contracts. The GSA maintains listings of approved
suppliers of services and products with agreed-upon prices for use throughout the U.S. government. In order for a
company to provide services under a GSA Schedule contract, a company must be pre-qualified and awarded a
contract by the GSA. When an agency uses a GSA Schedule contract to meet its requirements, the agency, or the
GSA on behalf of the agency, conducts the procurement. The user agency, or the GSA on its behalf, evaluates the
user agency’s requirements and initiates a competition limited to GSA Schedule qualified contractors. GSA
Schedule contracts are designed to provide the user agency with reduced procurement time and lower
procurement costs. Similar to IDIQ contracts, at the time a GSA Schedule contract is awarded, a contractor may
have limited or no visibility as to the ultimate amount of services or products that the U.S. government will
purchase under the contract.

• Other Transaction Authority (“OTA”) agreements. Under certain circumstances, U.S. government agencies can
enter into OTA agreements instead of traditional contracts. These agreements are used for two primary purposes:
(1) to carry out basic, applied or advanced research projects that typically relate to technology stimulation or
research, and (2) to carry out prototype projects that are directly relevant to enhancing the mission effectiveness of
military personnel and the supporting platforms, systems, components or materials proposed to be acquired or
developed by the DoD, or to improve platforms, systems, components or materials in use by DoD components and
agencies. OTA agreements are generally exempt from federal procurement regulations. These exemptions grant
the U.S. government the flexibility to include, amend, or exclude contract clauses and requirements that are
mandatory in traditional procurements. OTA agreements also grant more flexibility to structure agreements in
numerous ways, including joint ventures, partnerships, or multiple agencies joining together to fund an agreement
encompassing multiple providers.

We often partner with other companies, including our competitors, to submit bids for large U.S. government procurements 
or other opportunities where we believe that the combination of services and products that we can provide as a team will 
help us win and perform the contract. Our relationships with our partners, including whether we serve as the prime 
contractor or as a subcontractor, vary with each contract opportunity and typically depend on the program, contract or 
customer requirements, as well as the relative size, qualifications, capabilities, customer relationships and experience of 
our company and our partners.

Contracting with the U.S. government also subjects us to substantial regulation and unique risks, including the U.S. 
government’s ability to cancel any contract at any time through a termination for the convenience of the U.S. government. 
Most of our contracts have cancellation terms that would permit us to recover all or a portion of our incurred costs and fees 
for work performed where the U.S. government issues a termination for convenience. These regulations and risks are 
described in more detail below under "Business–Regulation" and "Risk Factors" in this Annual Report on Form 10-K.

Contract Types

Generally, the type of contract for our services and products is determined by or negotiated with the U.S. government and 
may depend on certain factors, including the type and complexity of the work to be performed, degree and timing of the 
responsibility to be assumed by the contractor for the costs of performance, the extent of price competition and the amount 
and nature of the profit incentive offered to the contractor for achieving or exceeding specified standards or goals. We 
generate revenues under several types of contracts, including the following:

• Cost-reimbursement contracts include cost-plus-fixed-fee, award-fee and incentive-fee contracts. These contracts
provide for reimbursement of our direct contract costs and allocable indirect costs, plus a fee. These contracts are
generally used when uncertainties involved in contract performance do not permit costs to be estimated with
sufficient accuracy to use a fixed-price contract. Cost-reimbursement contracts generally subject us to lower risk
but generally require us to use our best efforts to accomplish the scope of the work within a specified time and
budget. Award and incentive fees are generally based on performance criteria such as cost, schedule, quality
and/or technical performance. Award fees are determined and earned based on customer evaluation of the
company's performance against contractual criteria. Incentive fees that are based on cost provide for an initially
negotiated fee to be adjusted later, typically using a formula to measure performance against the associated
criteria, based on the relationship of total allowable costs to total target costs.

Leidos Holdings, Inc. Annual Report - 7



Table of Contents

PART I

• Fixed-price-incentive-fee ("FP-IF") contracts are substantially similar to cost-plus-incentive-fee contracts except
they require specified targets for cost and profit, price ceiling (but not a profit ceiling or floor) and profit adjustment
formula. Under an FP-IF contract, the allowable costs incurred are eligible for reimbursement but are subject to a
cost-share arrangement, which affects profitability. Generally, if our costs exceed the contract target cost or are not
allowable under the applicable regulations, we may not be able to obtain reimbursement for all costs and may
have our fees reduced or eliminated.

• Time-and-materials ("T&M") contracts typically provide for negotiated fixed hourly rates for specified categories of
direct labor plus reimbursement of other direct costs. This type of contract is generally used when there is
uncertainty about the extent or duration of the work to be performed by the contractor at the time of contract award
or it is not possible to anticipate costs with any reasonable degree of confidence. On T&M contracts, we assume
the risk of providing appropriately qualified staff to perform these contracts at the hourly rates set forth in the
contracts over the period of performance of the contracts.

• Fixed-price-level-of-effort ("FP-LOE") contracts are substantially similar to T&M contracts except they require a
specified level of effort over a stated period of time on work that can be stated only in general terms. This type of
contract is generally used when the contractor is required to perform an investigation or study in a specific
research and development area and to provide a report showing the results achieved based on the level of effort.
Payment is based on the effort expended rather than the results achieved.

• Firm-fixed-price ("FFP") contracts provide for a fixed price for specified products, systems and/or services. This
type of contract is generally used when the government acquires products and services on the basis of reasonably
definitive specifications and which have a determinable fair and reasonable price. These contracts offer us
potential increased profits if we can complete the work at lower costs than planned. While FFP contracts allow us
to benefit from cost savings, these contracts also increase our exposure to the risk of cost overruns.

Our earnings and profitability may vary materially depending on changes in the proportionate amount of revenues derived
from each type of contract and the nature of services or products provided, as well as the achievement of performance
objectives and the stage of performance at which the right to receive fees, particularly under incentive-fee and award-fee
contracts, is finally determined. Cost-reimbursement and T&M contracts generally have lower profitability than FFP
contracts.

Backlog

Backlog represents the estimated amount of future revenues to be recognized under negotiated contracts as work is
performed. Our backlog consists of funded backlog and negotiated unfunded backlog. Backlog includes priced option
periods not yet exercised. We expect to recognize a substantial portion of our funded backlog from U.S. government
customers as revenues within the next 12 months. However, the U.S. government may cancel any contract at any time
through a termination for the convenience of the U.S. government. In addition, certain contracts with commercial or non-
U.S. federal government customers included in funded backlog may include provisions that allow the customer to cancel at
any time. Many of our contracts have cancellation terms that would permit us to recover all or a portion of our incurred
costs and fees for work performed. For additional discussion and analysis of backlog, see "Results of Operations—
Bookings and Backlog" in "Management's Discussion and Analysis of Financial Condition and Results of Operations" in
Part II of this Annual Report on Form 10-K.

Seasonality

The U.S. government's fiscal year ends on September 30 of each year. While not certain, it is not uncommon for U.S.
government agencies to award extra tasks or complete other contract actions in the timeframe leading up to the end of its
fiscal year in order to avoid the loss of unexpended fiscal year funds, which may favorably impact our third fiscal quarter. In
addition, our quarterly results may be impacted by the number of working days in a given quarter. We tend to generate less
revenue from our labor services during the fourth quarter as a result of the holiday season. For selected quarterly financial
data, see "Selected Quarterly Financial Data" in Part II of this Annual Report on Form 10-K.
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Regulation

We are heavily regulated in most of the fields in which we operate. We provide services and products to numerous U.S.
government agencies and entities, including to the DoD, the U.S. Intelligence Community and the DHS. When working with
these and other U.S. government agencies and entities, we must comply with various laws and regulations relating to the
formation, administration and performance of contracts. U.S. government contracts generally are subject to the Federal
Acquisition Regulation ("FAR"), which sets forth policies, procedures and requirements for the acquisition of goods and
services by the U.S. government, agency-specific regulations that implement or supplement the FAR, such as the
Department of Defense Federal Acquisition Regulation Supplement, and other applicable laws and regulations. These
regulations impose a broad range of requirements, many of which are unique to government contracting, including various
procurement, import and export, security, contract pricing and cost, contract termination and adjustment and audit
requirements. Among other things, these laws and regulations:

• require certification and disclosure of all cost and pricing data in connection with certain contract negotiations;

• define allowable and unallowable costs and otherwise govern our right to reimbursement under various cost-type
U.S. government contracts;

• require compliance with U.S. government Cost Accounting Standards ("CAS");

• require reviews by the Defense Contract Audit Agency ("DCAA"), Defense Contract Management Agency
("DCMA") and other U.S. government agencies of compliance with government requirements for a contractor’s
business systems;

• restrict the use and dissemination of and require the protection of unclassified contract-related information and
information classified for national security purposes and the export of certain products and technical data; and

• require us not to compete for work if an actual or potential organizational conflict of interest, as defined by these
laws and regulations, related to such work exists and/or cannot be appropriately mitigated, neutralized or avoided.

The U.S. government may revise its procurement practices or adopt new contract rules and regulations at any time. In
order to help ensure compliance with these complex laws and regulations, all of our employees are required to complete
ethics and other compliance trainings relevant to their position.

Some of our operations and service offerings involve access to and use by us of personally identifiable information and/or
protected health information. These activities are regulated by extensive federal, state and international privacy and data
security laws requiring organizations to provide certain privacy protections and security safeguards for such information.

Environmental Matters

Our operations are subject to various foreign, federal, state and local environmental protection and health and safety laws
and regulations. In addition, our operations may become subject to future laws and regulations, including those related to
climate change and environmental sustainability. See "Risk Factors" in this Annual Report on Form 10-K for further details.
Although we do not currently anticipate that the costs of complying with, or the liabilities associated with, environmental
laws will materially and adversely affect us, we cannot ensure that we will not incur material costs or liabilities in the future.
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Company Website and Information

Our corporate headquarters is located at 11951 Freedom Drive, Reston, VA 20190 and our telephone number is (571)
526-6000. Our website can be accessed at www.leidos.com. The website contains information about our company and
operations. Through a link on the Investor Relations section of our website, copies of each of our filings with the U.S.
Securities and Exchange Commission ("SEC") on Form 10-K, Form 10-Q and Form 8-K, and all amendments to those
reports, can be viewed and downloaded free of charge as soon as reasonably practicable after the reports and
amendments are electronically filed with or furnished to the SEC. The SEC also maintains a website (www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically with the
SEC, including Leidos. The information on our website is not incorporated by reference into and is not a part of this Annual
Report on Form 10-K.
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Item 1A. Risk Factors

In your evaluation of our company and business, you should carefully consider the risks and uncertainties described below,
together with information included elsewhere in this Annual Report on Form 10-K and other documents we file with the
SEC. The risks and uncertainties described below are those that we have identified as material but are not the only risks
and uncertainties facing us. If any of these risks or uncertainties actually occurs, our business, financial condition or
operating results could be materially harmed and the price of our stock could decline. Our business is also subject to
general risks and uncertainties that affect many other companies, such as our ability to collect receivables, overall U.S.
and global economic and industry conditions, geopolitical events, changes in laws or accounting rules, fluctuations in
interest and exchange rates, terrorism, international conflicts, major health concerns, climate change or other disruptions
of expected economic and business conditions. Additional risks and uncertainties not currently known to us or that we
currently believe are immaterial also may materially harm our business, financial condition or operating results and result in
a decline in the price of our stock.

Risks Relating to Our Business

We depend on government agencies as our primary customers and if our reputation or relationships with these
agencies were harmed, our future revenues and growth prospects would be adversely affected.

We generated 87%, 85% and 84% of our total revenues during fiscal 2019, 2018 and 2017, respectively, from contracts
with the U.S. government (including all branches of the U.S. military), either as a prime contractor or a subcontractor to
other contractors engaged in work for the U.S. government. We generated more than 10% of our total revenues during
fiscal 2019, 2018 and 2017 from the U.S. Army. We expect to continue to derive most of our revenues from work
performed under U.S. government contracts. Our reputation and relationship with the U.S. government, and in particular
with the agencies of the DoD and the U.S. Intelligence Community, are key factors in maintaining and growing our
revenues. Negative press reports or publicity, which could pertain to employee or subcontractor misconduct; conflicts of
interest; poor contract performance; deficiencies in services, reports, products or other deliverables; information security
breaches or other aspects of our business, regardless of accuracy, could harm our reputation, particularly with these
agencies. If our reputation is negatively affected, or if we are suspended or debarred from contracting with government
agencies for any reason, the amount of business with government and other customers would decrease and our future
revenues and growth prospects would be adversely affected.

A decline in the U.S. government budget, changes in spending or budgetary priorities or delays in contract
awards may significantly and adversely affect our future revenues and limit our growth prospects.

Revenues under contracts with the DoD and U.S. Intelligence Community, either as a prime contractor or subcontractor to
other contractors, represented approximately 48% of our total revenues for fiscal 2019, 2018 and 2017. Levels of U.S.
government and DoD spending are difficult to predict and subject to significant risk. Our operating results could be
adversely affected by spending caps or changes in the budgetary priorities of the U.S. government or the DoD, as well as
delays in program starts or the award of contracts or task orders under contracts. Current U.S. government spending
levels for defense-related or other programs may not be sustained and future spending and program authorizations may
not increase or may decrease or shift to programs in areas in which we do not provide services or are less likely to be
awarded contracts. Such changes in spending authorizations and budgetary priorities may occur as a result of uncertainty
surrounding the federal budget, increasing political pressure and legislation, shifts in spending priorities from defense-
related or other programs as a result of competing demands for federal funds, the number and intensity of military conflicts
or other factors.

The U.S. government also conducts periodic reviews of U.S. defense strategies and priorities, which may shift DoD or
other budgetary priorities, reduce overall U.S. government spending or delay contract or task order awards for defense-
related or other programs, including programs from which we expect to derive a significant portion of our future revenues.
In addition, changes to the federal or DoD acquisition system and contracting models could affect whether and how we
pursue certain opportunities and the terms under which we are able to do so. A significant decline in overall U.S.
government spending, including in the areas of national security, intelligence and homeland security, a significant shift in its
spending priorities, the substantial reduction or elimination of particular defense-related programs or significant delays in
contract or task order awards for large programs could adversely affect our future revenues and limit our growth prospects.
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Because we depend on U.S. government contracts, a delay in the completion of the U.S. government's budget and
appropriation process could delay procurement of the products, services and solutions we provide and have an
adverse effect on our future revenues.

The funding of U.S. government programs is subject to an annual congressional budget authorization and appropriations
process. In years when the U.S. government does not complete its appropriations before the beginning of the new fiscal
year on October 1, government operations are typically funded pursuant to a "continuing resolution," which allows federal
government agencies to operate at spending levels approved in the previous appropriations cycle, but does not authorize
new spending initiatives. When the U.S. government operates under a continuing resolution, delays can occur in the
procurement of the products, services and solutions that we provide and may result in new initiatives being canceled. We
have from time to time experienced a decline in revenues in our fourth quarter as a result of this annual appropriations
cycle, and we could experience similar declines in revenues from future delays in the appropriations process. When the
U.S. government fails to complete its appropriations process or to provide for a continuing resolution, a full or partial
federal government shutdown may result. A federal government shutdown could, in turn, result in our incurrence of
substantial labor or other costs without reimbursement under customer contracts, the delay or cancellation of key
programs or the delay of contract payments, which could have a negative effect on our cash flows and adversely affect our
future results. In addition, when supplemental appropriations are required to operate the U.S. government or fund specific
programs and passage of legislation needed to approve any supplemental appropriations bill is delayed, the overall
funding environment for our business could be adversely affected.

Our failure to comply with a variety of complex procurement rules and regulations could result in our being liable
for penalties, including termination of our U.S. government contracts, disqualification from bidding on future U.S.
government contracts and suspension or debarment from U.S. government contracting.

We must comply with laws and regulations relating to the formation, administration and performance of U.S. government
contracts, which affect how we do business with our customers and may impose added costs on our business. Some
significant statutes and regulations that affect us include:

• the FAR and supplements, which regulate the formation, administration and performance of U.S. government
contracts;

• the Truth in Negotiations Act, which requires certification and disclosure of cost and pricing data in connection with
certain contract negotiations;

• the Procurement Integrity Act, which regulates access to competitor bid and proposal information and government
source selection information and our ability to provide compensation to certain former government officials;

• the Civil False Claims Act, which provides for substantial civil penalties for violations, including for submission of a
false or fraudulent claim to the U.S. government for payment or approval; and

• the U.S. government CAS, which imposes accounting requirements that govern our right to reimbursement under
certain cost-based U.S. government contracts.

The FAR and many of our U.S. government contracts contain organizational conflict of interest clauses that may limit our
ability to compete for or perform certain other contracts or other types of services for particular customers. Organizational
conflicts of interest arise when we engage in activities that may make us unable to render impartial assistance or advice to
the U.S. government, impair our objectivity in performing contract work or provide us with an unfair competitive advantage.
A conflict of interest issue that precludes our competition for or performance on a significant program or contract could
harm our prospects.
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The U.S. government may adopt new contract rules and regulations or revise its procurement practices in a
manner adverse to us at any time.

Our industry has experienced, and we expect it will continue to experience, significant changes to business practices as a
result of an increased focus on affordability, efficiencies and recovery of costs, among other items. U.S. government
agencies may face restrictions or pressure regarding the type and amount of services that they may obtain from private
contractors. Legislation, regulations and initiatives dealing with procurement reform, mitigation of potential conflicts of
interest and environmental responsibility or sustainability, as well as any resulting shifts in the buying practices of U.S.
government agencies, such as increased usage of fixed-price contracts, multiple-award contracts and small business set-
aside contracts, could have adverse effects on government contractors, including us. Any of these changes could impair
our ability to obtain new contracts or renew our existing contracts when those contracts are recompeted. Any new
contracting requirements or procurement methods could be costly or administratively difficult for us to implement and could
adversely affect our future revenues, profitability and prospects.

Our business is subject to reviews, audits and cost adjustments by the U.S. government, which, if resolved
unfavorably to us, could adversely affect our profitability, cash position or growth prospects.

U.S. government agencies, including the DCAA, DCMA and others, routinely audit and review a contractor's performance
on government contracts, indirect rates and pricing practices and compliance with applicable contracting and procurement
laws, regulations and standards. They also review the adequacy of the contractor’s compliance with government standards
for its business systems, including; a contractor's accounting system, earned value management system, estimating
system, materials management and accounting system, property management system and purchasing system.

Both contractors and the U.S. government agencies conducting these audits and reviews have come under increased
scrutiny. As a result, the current audits and reviews have become more rigorous and the standards to which we are held
are being more strictly interpreted, increasing the likelihood of an audit or review resulting in an adverse outcome.

A finding of significant control deficiencies in our system audits or other reviews can result in decremented billing rates to
our U.S. government customers until the control deficiencies are corrected and our remediations are accepted by DCMA.
Government audits and reviews may conclude that our practices are not consistent with applicable laws and regulations
and result in adjustments to contract costs and mandatory customer refunds. Such adjustments can be applied
retroactively, which could result in significant customer refunds. Our receipt of adverse audit findings or the failure to obtain
an "approved" determination of our various business systems from the responsible U.S. government agency could
significantly and adversely affect our business, including our ability to bid on new contracts and our competitive position in
the bidding process. A determination of non-compliance with applicable contracting and procurement laws, regulations and
standards could also result in the U.S. government imposing penalties and sanctions against us, including withholding of
payments, suspension of payments and increased government scrutiny that could delay or adversely affect our ability to
invoice and receive timely payment on contracts, perform contracts or compete for contracts with the U.S. government.

As of January 3, 2020, indirect cost audits by the DCAA remain open for fiscal 2013 and subsequent fiscal years. Although
we have recorded contract revenues based upon our estimate of costs that we believe will be approved upon final audit or
review, we cannot predict the outcome of any ongoing or future audits or reviews and adjustments and, if future
adjustments exceed our estimates, our profitability may be adversely affected.
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Our business is subject to governmental review and investigation which could adversely affect our financial
position, operating results and growth prospects.

We are routinely subject to governmental investigations relating to compliance with various laws and regulations with
respect to our role as a contractor to federal, state and local government customers and in connection with performing
services in countries outside the United States. If a review or investigation identifies improper or illegal activities, we may
be subject to civil or criminal penalties or administrative sanctions, including the termination of contracts, forfeiture of
profits, the triggering of price reduction clauses, suspension of payments, fines and suspension or debarment from doing
business with governmental agencies. We may suffer harm to our reputation if allegations of impropriety are made against
us, which would impair our ability to win new contract awards or receive contract renewals. Penalties and sanctions are not
uncommon in our industry. If we incur a material penalty or administrative sanction or otherwise suffer harm to our
reputation, our revenues, profitability, cash position and future prospects could be adversely affected. More generally,
increases in scrutiny and investigations from government organizations, legislative bodies or agencies into business
practices and into major programs supported by contractors may lead to increased legal costs and may harm our
reputation, revenues, profitability and growth prospects.

Misconduct of employees, subcontractors, agents and business partners could cause us to lose existing
contracts or customers and adversely affect our ability to obtain new contracts and customers and could have a
significant adverse impact on our business and reputation.

Misconduct could include fraud or other improper activities such as falsifying time or other records and violations of laws,
including for example the Anti-Kickback Act. Other examples could include the failure to comply with our policies and
procedures or with federal, state or local government procurement regulations; regulations regarding the use and
safeguarding of classified or other protected information; legislation regarding the pricing of labor and other costs in
government contracts, laws and regulations relating to environmental, health or safety matters; bribery of foreign
government officials; import-export control; lobbying or similar activities and any other applicable laws or regulations. Any
data loss or information security lapses resulting in the compromise of personal information or the improper use or
disclosure of sensitive or classified information could result in claims, remediation costs, regulatory sanctions against us,
loss of current and future contracts and serious harm to our reputation. Although we have implemented policies,
procedures and controls to prevent and detect these activities, these precautions may not prevent all misconduct, and as a
result, we could face unknown risks or losses. Our failure to comply with applicable laws or regulations or misconduct by
any of our employees, subcontractors, agents or business partners could damage our reputation and subject us to fines
and penalties, restitution or other damages, loss of security clearance, loss of current and future customer contracts and
suspension or debarment from contracting with federal, state or local government agencies, any of which would adversely
affect our business, reputation and our future results.

Due to the competitive process to obtain contracts and the likelihood of bid protests, we may be unable to
achieve or sustain revenue growth and profitability.

We expect that a majority of the business that we seek in the foreseeable future will be awarded through a competitive
bidding process. The U.S. government has increasingly relied on contracts that are subject to a continuing competitive
bidding process, including IDIQ, GSA Schedule and other multi-award contracts, which has resulted in greater competition
and increased pricing pressure. The competitive bidding process involves substantial costs and a number of risks,
including significant cost and managerial time to prepare bids and proposals for contracts that may not be awarded to us,
or that may be awarded but for which we do not receive meaningful task orders, and to the risk of inaccurately estimating
the resources and costs that will be required to fulfill any contract we win. Following contract award, we may encounter
significant expense, delay, contract modifications or even contract loss as a result of our competitors protesting the award
of contracts to us in competitive bidding. Any resulting loss or delay of start-up and funding of work under protested
contract awards may adversely affect our revenues and/or profitability. In addition, multi-award contracts require that we
make sustained post-award efforts to obtain task orders under the contract. As a result, we may not be able to obtain these
task orders or recognize revenues under these multi-award contracts. Our failure to compete effectively in this
procurement environment would adversely affect our revenues and/or profitability.

Leidos Holdings, Inc. Annual Report - 14



Table of Contents

PART I

The U.S. government may terminate, cancel, modify or curtail our contracts at any time prior to their completion
and, if we do not replace them, this may adversely affect our future revenues and profitability.

Many of the U.S. government programs in which we participate as a contractor or subcontractor extend for several years
and include one or more base years and one or more option years. These programs are normally funded on an annual
basis. Under our contracts, the U.S. government generally has the right to not exercise options to extend or expand our
contracts and may otherwise terminate, cancel, modify or curtail our contracts at its convenience. Any decisions by the
U.S. government to not exercise contract options or to terminate, cancel, modify or curtail our major programs or contracts
would adversely affect our revenues, revenue growth and profitability.

We have experienced and continue to experience periodic performance issues under certain of our contracts. Some of our
contracts involve the development of complex systems and products to achieve challenging customer goals in a
competitive procurement environment. As a result, we sometimes experience technological or other performance
difficulties, which have in the past and may in the future result in delays, cost overruns and failures in our performance of
these contracts. If a government customer terminates a contract for default, we may be exposed to liability, including for
excess costs incurred by the customer in procuring undelivered services and products from another source. Depending on
the nature and value of the contract, a performance issue or termination for default could cause our actual results to differ
from those anticipated and could harm our reputation.

We face aggressive competition that can impact our ability to obtain contracts and therefore affect our future
revenues and growth prospects.

Our business is highly competitive and we compete with larger companies that have greater name recognition, financial
resources and a larger technical staff. We also compete with smaller, more specialized companies that are able to
concentrate their resources on particular areas. Additionally, we compete with the U.S. government’s own capabilities and
federal non-profit contract research centers.

The markets in which we operate are characterized by rapidly changing technology and the needs of our customers
change and evolve regularly. Accordingly, our success depends on our ability to develop services and products that
address these changing needs and to provide people and technology needed to deliver these services and products. To
remain competitive, we must consistently provide superior service, technology and performance on a cost-effective basis
to our customers. Our competitors may be able to provide our customers with different or greater capabilities or
technologies or better contract terms than we can provide, including technical qualifications, past contract experience,
geographic presence, price and the availability of qualified professional personnel. In addition, our competitors may
consolidate or establish teaming or other relationships among themselves or with third parties to increase their ability to
address customers’ needs. Accordingly, we anticipate that larger or new competitors or alliances among competitors may
emerge, which may adversely affect our ability to compete.

A failure to attract, train and retain skilled employees, including our management team, would adversely affect our
ability to execute our strategy and may disrupt our operations.

Our business involves the development of tailored services and solutions for our customers, a process that relies heavily
upon the expertise and services of our employees. Our continued success depends on our ability to recruit and retain
highly trained and skilled engineering, technical and professional personnel. Competition for skilled personnel is intense
and competitors aggressively recruit key employees. In addition, many U.S. government programs require contractors to
have security clearances. Depending on the level of required clearance, security clearances can be difficult and time-
consuming to obtain and personnel with security clearances are in great demand. Particularly in highly specialized areas, it
has become more difficult to retain employees and meet all of our needs for employees in a timely manner, which may
affect our growth. Although we intend to continue to devote significant resources to recruit, train and retain qualified
employees, we may not be able to attract, effectively train and retain these employees. Any failure to do so could impair
our ability to perform our contractual obligations efficiently and timely meet our customers’ needs and win new business,
which could adversely affect our future results.
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In addition to attracting and retaining qualified engineering, technical and professional personnel, we believe that our
success will also depend on the continued employment of a highly qualified and experienced senior management team
and its ability to retain existing business and generate new business. Our senior management team is important to our
business because personal reputations and individual business relationships are a critical element of retaining and
obtaining customer contracts in our industry, particularly with agencies performing classified operations. An inability to
retain appropriately qualified and experienced senior executives could cause us to lose customers or new business
opportunities.

We may not realize as revenues the full amounts reflected in our backlog, which could adversely affect our
expected future revenues and growth prospects.

As of January 3, 2020, our total backlog was $24.1 billion, including $5.4 billion in funded backlog. Due to the U.S.
government's ability to not exercise contract options or to terminate, modify or curtail our programs or contracts and the
rights of our non-U.S. government customers to cancel contracts and purchase orders in certain circumstances, we may
realize less than expected or may never realize revenues from some of the contracts that are included in our backlog. Our
unfunded backlog, in particular, contains management’s estimate of amounts expected to be realized on unfunded contract
work that may never be realized as revenues. If we fail to realize as revenues amounts included in our backlog, our future
revenues, profitability and growth prospects could be adversely affected.

Our earnings and profitability may vary based on the mix of our contracts and may be adversely affected by our
failure to accurately estimate and manage costs, time and resources.

We generate revenues under various types of contracts, which include cost-reimbursement, FP-IF, T&M, FP-LOE and FFP
contracts. Our earnings and profitability may vary materially depending on changes in the proportionate amount of
revenues derived from each type of contract, the nature of services or products provided, as well as the achievement of
performance objectives and the stage of performance at which the right to receive fees, particularly under incentive-fee
and award-fee contracts, is finally determined. Cost-reimbursement and T&M contracts are generally less profitable than
FFP contracts. Our operating results in any period may also be affected, positively or negatively, by customers' variable
purchasing patterns of our more profitable proprietary products.

Our profitability is adversely affected when we incur contract costs that we cannot bill to our customers. To varying
degrees, each of our contract types involves some risk that we could underestimate the costs and resources necessary to
fulfill the contract. While FFP contracts allow us to benefit from cost savings, these contracts also increase our exposure to
the risk of cost overruns. Revenues from FFP contracts represented approximately 33% of our total revenues for fiscal
2019. When making proposals on these types of contracts, we rely heavily on our estimates of costs and timing to
complete the associated projects, as well as assumptions regarding technical issues. In each case, our failure to
accurately estimate costs or the resources and technology needed to perform our contracts or to effectively manage and
control our costs during performance could result, and in some instances has resulted, in reduced profits or in losses. More
generally, any increased or unexpected costs or unanticipated delays in the performance of our contracts, including costs
and delays caused by contractual disputes or other factors outside of our control, such as performance failures of our
subcontractors, natural disasters or other force majeure events, could make our contracts less profitable than expected or
unprofitable.

We use estimates in recognizing revenues, and if we make changes to estimates used in recognizing revenues,
our profitability may be adversely affected.

We recognize revenue on our service-based contracts primarily over time as there is continuous transfer of control to the
customer over the duration of the contract as we perform the promised services, which generally requires estimates of total
costs at completion, fees earned on the contract, or both. This estimation process, particularly due to the technical nature
of the services performed and the long-term nature of certain contracts, is complex and involves significant judgment.
Adjustments to original estimates are often required as work progresses, experience is gained and additional information
becomes known, even though the scope of the work required under the contract may not change. Any adjustment as a
result of a change in estimate is recognized as events become known. Changes in the underlying assumptions,
circumstances or estimates could result in adjustments that may adversely affect our future financial results.
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Legal disputes could require us to pay potentially large damage awards and could be costly to defend, which
would adversely affect our cash balances and profitability, and could damage our reputation.

We are subject to a number of lawsuits and claims described in "Legal Proceedings" in Part I of this Annual Report on
Form 10-K, as may be updated in our future filings with the SEC, including our Quarterly Reports on Form 10-Q. We are
also subject to, and may become a party to, a variety of other litigation or claims and suits that arise from time to time in
the ordinary course of our business. Adverse judgments or settlements in some or all of these legal disputes may result in
significant monetary damages, penalties or injunctive relief against us. Any claims or litigation could be costly to defend,
and even if we are successful or if fully indemnified or insured, could damage our reputation and make it more difficult to
compete effectively or obtain adequate insurance in the future. Litigation and other claims, including those described in
"Legal Proceedings," are subject to inherent uncertainties and management’s view of these matters may change in the
future.

Our business and operations expose us to numerous legal and regulatory requirements, and any violation of
these requirements could harm our business.

We are subject to numerous federal, state and foreign legal requirements on matters as diverse as data privacy and
protection, employment and labor relations, immigration, taxation, anticorruption, import-export controls, trade restrictions,
internal and disclosure control obligations, securities regulation and anti-competition. Compliance with diverse and
changing legal requirements is costly, time-consuming and requires significant resources. We also conduct business in
certain identified growth areas, such as health information technology, energy and environmental services, which are
highly regulated and may expose us to increased compliance risk. Violations of one or more of these diverse legal
requirements in the conduct of our business could result in significant fines and other damages, criminal sanctions against
us or our officers, prohibitions on doing business and damage to our reputation. Violations of these regulations or
contractual obligations related to regulatory compliance in connection with the performance of customer contracts could
also result in liability for significant monetary damages, fines and/or criminal prosecution, unfavorable publicity and other
reputational damage, restrictions on our ability to compete for certain work and allegations by our customers that we have
not performed our contractual obligations.

Information security incidents could negatively impact our business and financial results or cause harm to our
reputation or competitive position.

As a government contractor and a provider of information technology services operating in multiple regulated industries
and geographies, we and our suppliers and subcontractors process and/or store sensitive information, including personally
identifiable information, protected health information, personnel information, classified information, contractor unclassified
information and financial information, concerning our business, employees and customers. Therefore, we are continuously
exposed to unauthorized attempts to compromise such sensitive information through cyber-attacks, insider threats and
other information security threats, including physical break-ins and malicious insiders. Any electronic or physical break-in
or other security breach or compromise may jeopardize security of information stored or transmitted through our
information technology systems and networks. This could lead to disruptions in mission-critical systems, unauthorized
release of confidential or otherwise protected information and corruption of data or systems. We are also increasingly
subject to customer-driven cybersecurity certification requirements, which are expected to be necessary to win future
contracts.

Although we have implemented policies, procedures and controls to protect against, detect and mitigate these threats, we
face advanced and persistent attacks on our information systems. Attempts by others to gain unauthorized access to
sensitive information are constantly evolving, increasingly sophisticated and increasingly difficult to detect and successfully
defend against. These attempts include covertly introducing malware to our computers and networks and impersonating
authorized users, among others, and may be perpetrated by well-funded organized crime or state-sponsored efforts.
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We seek to detect and investigate all information security incidents and to prevent their occurrence or recurrence. We
continue to invest in and improve our threat protection, detection and mitigation policies, procedures and controls. In
addition, we work with other companies in the industry and government participants on increased awareness and
enhanced protections against information security and malicious insider threats. However, because of the evolving nature
and sophistication of these security threats, which can be difficult to detect, there can be no assurance that our policies,
procedures and controls have detected or will detect or prevent any of these threats and we cannot predict the full impact
of any such past or future incident. We may be currently unaware of certain vulnerabilities or lack the capability to detect
them, which may allow them to persist in our IT environment over long periods of time.

We may experience similar security threats to the information technology systems that we develop, install or maintain
under customer contracts. Although we work cooperatively with our customers and other business partners, including our
suppliers and subcontractors, to seek to minimize the impact of cyber and other security threats, we must rely on the
safeguards put in place by those entities. Any remedial costs or other liabilities related to cyber or other security threats
may not be fully insured or indemnified by other means. Occurrence of any of these security threats could disrupt our
systems or those of our customers, impair our ability to provide services to our customers, result in product development
delays, compromise confidential or technical business information and, as a result, expose us to claims, contract
terminations and damages and could adversely affect our reputation, ability to win work on sensitive U.S. government
contracts, business operations and financial results.

Internal system or service failures could disrupt our business and impair our ability to effectively provide our
services and products to our customers, which could damage our reputation and adversely affect our revenues
and profitability.

Any system or service disruptions, including those caused by ongoing projects to improve our information technology
systems and the delivery of services, whether through our shared services organization or outsourced services, if not
anticipated and appropriately mitigated, could have a material adverse effect on our business including, among other
things, an adverse effect on our ability to perform on contracts, bill our customers for work performed on our contracts,
collect the amounts that have been billed and produce accurate financial statements in a timely manner. We are also
subject to systems failures, including network, software or hardware failures, whether caused by us, third-party service
providers, cybersecurity threats, malicious insiders, natural disasters, power shortages, terrorist attacks or other events,
which could cause loss of data and interruptions or delays in our business, cause us to incur remediation costs, subject us
to claims and damage our reputation. In addition, the failure or disruption of our communications could cause us to
interrupt or suspend our operations or otherwise adversely affect our business. Our property and business interruption
insurance may be inadequate to compensate us for all losses that may occur as a result of any system or operational
failure or disruption and, as a result, our future results could be adversely affected.

Customer systems failures could damage our reputation and adversely affect our revenues and profitability.

Many of the systems and networks that we develop, install and maintain for our customers involve managing and
protecting personal information and information relating to national security and other sensitive government functions.
While we have programs designed to comply with relevant privacy and security laws and restrictions, if a system or
network that we develop, install or maintain were to fail or experience a security breach or service interruption, whether
caused by us, third-party service providers, cybersecurity threats or other events, we may experience loss of revenue,
remediation costs or face claims for damages or contract termination. Any such event could cause serious harm to our
reputation and prevent us from having access to or being eligible for further work on such systems and networks. Our
errors and omissions liability insurance may be inadequate to compensate us for all of the damages that we may incur
and, as a result, our future results could be adversely affected.

Many of our contracts contain performance obligations that require innovative design capabilities, are
technologically complex or are dependent upon factors not wholly within our control. Failure to meet these
obligations could adversely affect our profitability and future prospects.

We design and develop technologically advanced and innovative products and services applied by our customers in a
variety of environments. Problems and delays in development or delivery as a result of issues with respect to design,
technology, licensing and patent rights, labor, learning curve assumptions or materials and components could prevent us
from achieving contractual requirements.
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In addition, our offerings cannot be tested and proven in all situations and are otherwise subject to unforeseen problems
that could negatively affect revenue and profitability such as problems with quality and workmanship, country of origin,
delivery of subcontractor components or services and unplanned degradation of product performance. Among the factors
that may affect revenue and profits could be unforeseen costs and expenses not covered by insurance or indemnification
from the customer, diversion of management focus in responding to unforeseen problems, loss of follow-on work, and, in
the case of certain contracts, repayment to the government customer of contract costs and fee payments we previously
received.

We have contracts with the U.S. government that are classified, which may limit investor insight into portions of
our business.

We derive a portion of our revenues from programs with the U.S. government that are subject to security restrictions
(classified programs), which preclude the dissemination of information that is classified for national security purposes. We
are limited in our ability to provide information about these classified programs, their risks or any disputes or claims relating
to such programs. As a result, investors have less insight into our classified programs than our other businesses and
therefore less ability to fully evaluate the risks related to our classified business.

We have made and continue to make acquisitions, investments, joint ventures and divestitures that involve
numerous risks and uncertainties.

We selectively pursue strategic acquisitions, investments and joint ventures. These transactions require significant
investment of time and resources and may disrupt our business and distract our management from other responsibilities.
Even if successful, these transactions could reduce earnings for a number of reasons, including the amortization of
intangible assets, impairment charges, acquired operations that are not yet profitable or the payment of additional
consideration under earn-out arrangements if an acquisition performs better than expected. Acquisitions, investments and
joint ventures pose many other risks that could adversely affect our reputation, operations or financial results, including:

• we may not be able to identify, compete effectively for or complete suitable acquisitions and investments at prices
we consider attractive;

• we may not be able to accurately estimate the financial effect of acquisitions and investments on our business,
and we may not realize anticipated synergies or acquisitions may not result in improved operating performance;

• we may encounter performance problems with acquired technologies, capabilities and products, particularly with
respect to those that are still in development when acquired;

• we may have trouble retaining key employees and customers of an acquired business or otherwise integrating
such businesses, such as incompatible accounting, information management or other control systems, which
could result in unforeseen difficulties;

• we may assume material liabilities that were not identified as part of our due diligence or for which we are unable
to receive a purchase price adjustment or reimbursement through indemnification;

• we may assume legal or regulatory risks, particularly with respect to smaller businesses that have immature
business processes and compliance programs;

• acquired entities or joint ventures may not achieve expected business growth or operate profitably, which could
adversely affect our operating income or operating margins, and we may be unable to recover investments in any
such acquisitions;

• acquisitions, investments and joint ventures may require us to spend a significant amount of cash or to issue
capital stock, resulting in dilution of ownership; and

• we may not be able to effectively influence the operations of our joint ventures, or we may be exposed to certain
liabilities if our joint venture partners do not fulfill their obligations.

If our acquisitions, investments or joint ventures fail, perform poorly or their value is otherwise impaired for any reason,
including contractions in credit markets and global economic conditions, our business and financial results could be
adversely affected.
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In addition, we periodically divest businesses, including businesses that are no longer a part of our ongoing strategic plan.
These divestitures similarly require significant investment of time and resources, may disrupt our business, distract
management from other responsibilities and may result in losses on disposal or continued financial involvement in the
divested business, including through indemnification, guarantee or other financial arrangements, for a period of time
following the transaction, which would adversely affect our financial results.

Goodwill and other intangible assets represent approximately 58% of our total assets and any impairment of
these assets could negatively impact our results of operations.

Intangible assets with indefinite lives, including goodwill, are tested for impairment at least annually or whenever events or
changes in circumstances indicate that the carrying value may not be recoverable. Intangible assets with finite lives are
assessed for impairment whenever events or changes in circumstances indicate that the carrying value may not be
recoverable. Examples of events or changes in circumstances indicating that the carrying value of intangible assets may
not be recoverable could include a significant adverse change in legal factors or in the business climate, an adverse action
or assessment by a regulator, unanticipated competition, loss of key personnel, or a more-likely-than-not expectation that a
reporting unit or a significant portion of a reporting unit will be sold or otherwise disposed. We face continued uncertainty in
our business environment due to the substantial fiscal and economic challenges facing the U.S. government, our primary
customer, as well as challenges in the commercial healthcare industry, compounded by lower levels of U.S. government
reimbursements, including reductions in Medicare reimbursements which in turn impact hospital IT spending. Adverse
changes in fiscal and economic conditions, such as the manner in which budget cuts are implemented, including
sequestration, and issues related to the nation’s debt ceiling, could adversely impact our future revenues and profitability.
These circumstances could result in an impairment of goodwill and/or other intangibles. Also, adverse equity market
conditions that result in a decline in market multiples and our stock price could result in an impairment of goodwill and/or
other intangibles. Any future impairment of goodwill or other intangible assets would have a negative impact on our
profitability and financial results.

We depend on our teaming arrangements and relationships with other contractors and subcontractors. If we are
not able to maintain these relationships, or if these parties fail to satisfy their obligations to us or the customer,
our revenues, profitability and growth prospects could be adversely affected.

We rely on our teaming relationships with other prime contractors and subcontractors, who are also often our competitors
in other contexts, in order to submit bids for large procurements or other opportunities where we believe the combination of
services and products provided by us and other companies will help us to win and perform the contract. Our future
revenues and growth prospects could be adversely affected if other contractors eliminate or reduce their contract
relationships with us, or if the U.S. government terminates or reduces these other contractors’ programs, does not award
them new contracts or refuses to pay under a contract. Companies that do not have access to U.S. government contracts
may perform services as our subcontractor and that exposure could enhance such companies’ prospect of securing a
future position as a prime U.S. government contractor which could increase competition for future contracts and impair our
ability to perform on contracts.

We may have disputes with our subcontractors arising from, among other things, the quality and timeliness of work
performed by the subcontractor, customer concerns about the subcontractor, our failure to extend existing task orders or
issue new task orders under a subcontract, our hiring of a subcontractor’s personnel or the subcontractor’s failure to
comply with applicable law. Uncertain economic conditions heighten the risk of financial stress of our subcontractors, which
could adversely impact their ability to meet their contractual requirements to us. If any of our subcontractors fail to timely
meet their contractual obligations or have regulatory compliance or other problems, our ability to fulfill our obligations as a
prime contractor or higher tier subcontractor may be jeopardized. Significant losses could arise in future periods and
subcontractor performance deficiencies could result in our termination for default. A termination for default could eliminate
a revenue source, expose us to liability and have an adverse effect on our ability to compete for future contracts and task
orders, especially if the customer is an agency of the U.S. government.
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Our services and operations sometimes involve using, handling or disposing of hazardous substances, which
could expose us to potentially significant liabilities.

Some of our services and operations involve the assessment or remediation of environmental hazards, as well as the use,
handling or disposal of hazardous substances. These activities and our operations generally subject us to extensive
foreign, federal, state and local environmental protection and health and safety laws and regulations, which, among other
things, require us to incur costs to comply with these regulations and could impose liability on us for handling or disposing
of hazardous substances. Furthermore, failure to comply with these environmental protection and health and safety laws
and regulations could result in civil, criminal, regulatory, administrative or contractual sanctions, including fines, penalties
or suspension or debarment from contracting with the U.S. government. Our current and previous ownership and operation
of real property also subjects us to environmental protection laws, some of which hold current or previous owners or
operators of businesses and real property liable for hazardous substance releases, even if they did not know of and were
not responsible for the releases. If we have any violations of, or incur liabilities pursuant to these laws or regulations, our
financial condition and operating results could be adversely affected.

We could incur significant liabilities and suffer negative publicity if our inspection or detection systems fail to
detect bombs, explosives, weapons, contraband or other threats.

We design, develop, manufacture, sell, service and maintain various inspection systems and related integration and
automation systems that are designed to assist in the detection of bombs, explosives, weapons, contraband or other
threats. In some instances, we also train operators of such systems. Many of these systems utilize software algorithms that
are probabilistic in nature and subject to significant technical limitations. Many of these systems are also dependent on the
performance of their operators. There are many factors, some of which are beyond our control, which could result in the
failure of our products to help detect the presence of bombs, explosives, weapons, contraband or other threats. Some of
these factors could include operator error, inherent limitations in our systems and misuse or malfunction of our systems.
The failure of our systems to help detect the presence of any of these dangerous materials could lead to injury, death and
extensive property damage and may lead to product liability, professional liability or other claims against us. Further, if our
systems fail to, or are perceived to have failed to help detect a threat, the negative publicity from such incident could have
a material adverse effect on our business.

Our insurance may be insufficient to protect us from product and other liability claims or losses.

We maintain insurance coverage with third-party insurers as part of our overall risk management strategy and because
some of our contracts require us to maintain specific insurance coverage limits. However, not every risk or liability is or can
be protected by insurance, and, for those risks we insure, the limits of coverage we purchase or that are reasonably
obtainable in the market may not be sufficient to cover all actual losses or liabilities incurred. If any of our third-party
insurers fail, cancel our coverage or otherwise are unable to provide us with adequate insurance coverage, then our
overall risk exposure and our operational expenses would increase and the management of our business operations would
be disrupted. Our insurance may be insufficient to protect us from significant product and other liability claims or losses.
Moreover, there is a risk that commercially available liability insurance will not continue to be available to us at a
reasonable cost, if at all. If liability claims or losses exceed our current or available insurance coverage, our business,
financial position, operating results and prospects may be harmed. Regardless of the adequacy of our liability insurance
coverages, any significant claim may have an adverse effect on our industry and market reputation, leading to a
substantial decrease in demand for our products and services and reduced revenues.

We face risks associated with our international business.

Our international business operations may be subject to additional and different risks than our U.S. business. Failure to
comply with U.S. government and foreign laws and regulations applicable to international business, such as the Foreign
Corrupt Practices Act or U.S. export control regulations, could have an adverse impact on our business with the U.S.
government and could expose us to administrative, civil or criminal penalties. Additionally, these risks relating to
international operations may expose us to potentially significant contract losses.
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In some countries, there is an increased chance for economic, legal or political changes that may adversely affect the
performance of our services, sale of our products or repatriation of our profits. International transactions can also involve
increased financial and legal risks arising from foreign exchange rate variability, imposition of tariffs or additional taxes,
restrictive trade policies, any delay or failure to collect amounts due to us and differing legal systems. We provide services
and products in support of U.S. government customers in countries with governments that may be or may become
unstable, which increases the risk of an incident resulting in injury or loss of life, damage or destruction of property or
inability to meet our contractual obligations. Although our international operations have historically generated a small
proportion of our revenues, we are seeking to grow our international business, in which case these regulatory, geopolitical
and other factors may have a greater impact on our business in the future and could adversely affect our business.

We have only a limited ability to protect our intellectual property rights, which are important to our success. Our
failure to adequately protect our proprietary information and intellectual property rights could adversely affect our
competitive position.

We rely principally on trade secrets to protect much of our intellectual property in cases where we do not believe that
patent protection is appropriate or obtainable. However, trade secrets are difficult to protect. Although our employees are
subject to confidentiality obligations, this protection may be inadequate to deter or prevent misappropriation of our
confidential information. We may be unable to detect unauthorized use of our intellectual property or otherwise take
appropriate steps to enforce our rights. Failure to obtain or maintain trade secret protection could adversely affect our
competitive business position. If we are unable to prevent third parties from infringing or misappropriating our copyrights,
trademarks or other proprietary information, our competitive position could be adversely affected. In addition, in connection
with the performance of services, the U.S. government has certain rights to inventions, data, software codes and related
material that we develop under government-funded contracts and subcontracts, which means that the U.S. government
may disclose or license our information to third parties, including, in some instances, our competitors.

In the course of conducting our business, we may inadvertently infringe the intellectual property rights of others, resulting
in claims against us or our customers. Our contracts generally indemnify our customers for third-party claims for
intellectual property infringement by the services and products we provide. The expense of defending these claims may
adversely affect our financial results.

Our financial results may vary significantly from period-to-period.

Our financial results may fluctuate as a result of a number of factors, many of which are outside of our control. For these
reasons, comparing our operating results on a period-to-period basis may not be meaningful, and you should not rely on
our past results as an indication of our future performance. Our financial results may be negatively affected by any of the
risk factors listed in this "Risk Factors" section and other matters described elsewhere in this Annual Report on Form 10-K.

Risks Relating to Our Stock

We cannot assure you that we will continue to pay dividends on our common stock.

In March 2012, our Board of Directors approved the initiation of a quarterly dividend program. The timing, declaration,
amount and payment of any future dividends fall within the discretion of our Board of Directors and will depend on many
factors, including our available cash, estimated cash needs, earnings, financial condition, operating results and capital
requirements, as well as limitations in our contractual agreements, applicable law, regulatory constraints, industry practice
and other business considerations that our Board of Directors considers relevant. A change in our dividend program could
have an adverse effect on the market price of our common stock.
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Provisions in our charter documents and under Delaware law could delay or prevent transactions that many
stockholders may favor.

Some provisions of our certificate of incorporation and bylaws may have the effect of delaying, discouraging or preventing
a merger or acquisition that our stockholders may consider favorable, including transactions in which stockholders might
receive a premium for their shares. These restrictions, which may also make it more difficult for our stockholders to elect
directors not endorsed by our current directors and management, include the following:

• Our certificate of incorporation provides that our bylaws and certain provisions of our certificate of incorporation
may be amended by only two-thirds or more voting power of all of the outstanding shares entitled to vote. These
supermajority voting requirements could impede our stockholders’ ability to make changes to our certificate of
incorporation and bylaws.

• Our certificate of incorporation contains certain supermajority voting provisions, which generally provide that
mergers and certain other business combinations between us and a related person be approved by the holders of
securities having at least 80% of our outstanding voting power, as well as by the holders of a majority of the voting
power of such securities that are not owned by the related person.

• Our stockholders may not act by written consent. As a result, a holder, or holders, controlling a majority of our
capital stock are limited in their ability to take certain actions other than in connection with its annual stockholders'
meeting or a special meeting called at the request of qualified stockholders as provided in our certificate of
incorporation and bylaws.

• Our Board of Directors may issue, without stockholder approval, shares of undesignated preferred stock. The
ability to authorize undesignated preferred stock makes it possible for our Board of Directors to issue preferred
stock with voting or other rights or preferences that could impede the success of any attempt to acquire us.

As a Delaware corporation, we are also subject to certain restrictions on business combinations. Under Delaware law, a
corporation may not engage in a business combination with any holder of 15% or more of its capital stock unless the
holder has held the stock for three years, or among other things, our Board of Directors has approved the business
combination or the transaction pursuant to which such person became a 15% holder prior to the time the person became a
15% holder.

Forward-Looking Statement Risks

You may not be able to rely on forward-looking statements.

This Annual Report on Form 10-K contains forward-looking statements that are based on our management’s belief and
assumptions about the future in light of information currently available to our management. In some cases, you can identify
forward-looking statements by words such as "may," "will," "should," "expects," "intends," "plans," "anticipates," "believes,"
"estimates," "predicts," "potential," "continue," and similar words or phrases or the negative of these words or phrases.
These statements relate to future events or our future financial performance, and involve known and unknown risks,
uncertainties and other factors that may cause our actual results, levels of activity, performance or achievements to be
materially different from any future results, levels of activity, performance or achievements expressed or implied by these
forward-looking statements. Although we believe that the expectations reflected in the forward-looking statements are
reasonable when made, we cannot guarantee future results, levels of activity, performance or achievements. There are a
number of important factors that could cause our actual results to differ materially from those results anticipated by our
forward-looking statements, which include, but are not limited to:

• developments in the U.S. government defense and non-defense budgets, including budget reductions,
sequestration, implementation of spending limits or changes in budgetary priorities, or delays in the U.S.
government budget process or approval of raising the debt ceiling; 

• delays in the U.S. government contract procurement process or the award of contracts and delays or loss of
contracts as a result of competitor protests;

• changes in U.S. government procurement rules, regulations and practices;

• our compliance with various U.S. government and other government procurement rules and regulations;
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• governmental reviews, audits and investigations of our company;

• our ability to effectively compete and win contracts with the U.S. government and other customers;

• our reliance on information technology spending by hospitals/healthcare organizations;

• our reliance on infrastructure investments by industrial and natural resources organizations;

• energy efficiency and alternative energy sourcing investments;

• investments by U.S. government and commercial organizations in environment impact and remediation projects;

• our ability to attract, train and retain skilled employees, including our management team, and to obtain security
clearances for our employees;

• our ability to accurately estimate costs associated with our FFP and other contracts;

• resolution of legal and other disputes with our customers and others or legal or regulatory compliance issues;

• cybersecurity, data security or other security threats, system failures or other disruptions of our business;

• our ability to effectively acquire businesses and make investments;

• our ability to maintain relationships with prime contractors, subcontractors and joint venture partners;

• our ability to manage performance and other risks related to customer contracts;

• the failure of our inspection or detection systems to detect threats;

• the adequacy of our insurance programs designed to protect us from significant product or other liability claims;

• our ability to manage risks associated with our international business;

• exposure to lawsuits and contingencies associated with Lockheed Martin’s Information Systems & Global
Solutions business;

• our ability to declare future dividends based on our earnings, financial condition, capital requirements and other
factors, including compliance with applicable law and our agreements;

• our ability to grow our commercial health and infrastructure businesses, which could be negatively affected by
budgetary constraints faced by hospitals and by developers of energy and infrastructure projects;

• our ability to successfully integrate acquired businesses;

• for acquisitions that we agree to but are unable for regulatory or other reasons to consummate, we will not realize
the expected benefits of such acquisitions and we may incur break-up fees; and

• our ability to execute our business plan and long-term management initiatives effectively and to overcome these
and other known and unknown risks that we face.

We do not undertake any obligation to update or revise any of the forward-looking statements to reflect events,
circumstances, changes in expectations, or the occurrence of unanticipated events after the date of those statements or to
conform these statements to actual results.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

As of January 3, 2020, we conducted our operations in 334 locations in 39 states, the District of Columbia and various
foreign countries. We occupy approximately 6.5 million square feet of floor space. Of this amount, we own approximately
0.3 million square feet, and the remaining balance is leased. Our major locations are in the Washington, D.C., metropolitan
area, where we occupy a combination of leased and owned floor space of approximately 2.9 million square feet. We also
have employees working at customer sites throughout the United States and in other countries.

As of January 3, 2020, we owned the following properties:

Location
Number of
buildings

Square
footage Acreage

Columbia, Maryland 1 95,000 7.3
Orlando, Florida 1 85,000 8.5
Oak Ridge, Tennessee 1 83,000 8.4
Reston, Virginia 1 62,000 2.6

The nature of our business is such that there is no practicable way to relate occupied space to our reportable segments.
See "Note 13—Leases" in Part II of this Annual Report on Form 10-K for information regarding commitments under leases.

Item 3. Legal Proceedings

We have provided information about legal proceedings in which we are involved in "Note 25—Contingencies" of the notes
to the consolidated financial statements contained within this Annual Report on Form 10-K.

In addition, we are routinely subject to investigations and reviews relating to compliance with various laws and regulations.
Additional information regarding such investigations and reviews is set forth in "Note 25—Contingencies” of the notes to
the consolidated financial statements contained within this Annual Report on Form 10-K.

Item 4. Mine Safety Disclosures

Not applicable.

Executive Officers of the Registrant

The following is a list of the names and ages (as of February 18, 2020) of our executive officers, indicating all positions and
offices held by each such person and each such person’s business experience during at least the past five years. All such
persons have been elected to serve until their successors are elected and qualified or until their earlier resignation or
removal.

Name of officer Age Position(s) with the company and prior business experience

Roger A. Krone 63 Mr. Krone is Chairman and Chief Executive Officer of Leidos. He joined the
Company as CEO in July 2014. Mr. Krone has held leadership roles at some of
the most prominent organizations in aerospace for nearly 40 years, including The
Boeing Company, McDonnell Douglas Corp. and General Dynamics. He is a
member of the Georgia Tech Foundation Board of Trustees, WETA Public
Television and Radio in Washington board, the Greater Washington Urban
League chapter board, the Business Roundtable, and the Aircraft Owners and
Pilots Association Foundation’s Board of Advisors. He serves as the chair of the
Professional Services Council, and is a member of the Executive Committee of
the Aerospace Industries Association.
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Name of officer Age Position(s) with the company and prior business experience

James C. Reagan 61 Mr. Reagan has served as Executive Vice President and Chief Financial Officer
since July 2015. Prior to joining Leidos, from 2012 to 2015, Mr. Reagan served as
Senior Vice President and Chief Financial Officer of Vencore, Inc. (formerly The
SI Organization, Inc.), a provider of information solutions and engineering and
analysis services to the U.S. Intelligence Community, DoD and federal and
civilian agencies. From 2011 to 2012, Mr. Reagan was Executive Vice President
and Chief Financial Officer of PAE, Inc., a provider of mission support services to
the U.S. government. Mr. Reagan is a Certified Public Accountant.

Christopher R. Cage 48 Mr. Cage has served as Senior Vice President, Chief Accounting Officer and
Corporate Controller since June 2019. He has served in several capacities
throughout his 20-year tenure with the Company, including Chief Financial Officer
for the Company's Health Group and, most recently, as Senior Vice President for
Financial Planning and Analysis.

Paul O. Engola 48 Mr. Engola has served as Executive Vice President and Chief Human Resources
Officer and Head of Business Partnerships since January 2019, and before that,
as Chief Administrative Officer and Deputy President, Defense and Intelligence
Group. Prior to joining Leidos, Mr. Engola served Lockheed Martin Corporation
for more than 10 years, most recently as Vice President, Transportation &
Financial Solutions in their former Information Systems & Global Solutions
business.

Gerard A. Fasano 54 Mr. Fasano has served as Group President for our Defense Group since October
2018, and before that, as Chief Business Development Strategy Officer. Prior to
joining Leidos, Mr. Fasano served Lockheed Martin Corporation for over 30 years
in several capacities, most recently as a Vice President and General Manager in
their former Information Systems & Global Solutions business.

Jerald S. Howe, Jr. 64 Mr. Howe has served as Executive Vice President and General Counsel since
July 2017. Prior to joining Leidos, Mr. Howe was a partner at Fried, Frank, Harris,
Shriver & Jacobson LLP, where he served in the firm’s litigation, government
contracts, mergers and acquisitions, and aerospace and defense practices. Prior
to joining Fried Frank, Mr. Howe held general counsel positions at TASC, a
leading aerospace and defense company, and at Veridian Corporation, a publicly
traded company that provided advanced technology services and solutions to the
intelligence community, military and homeland defense agencies.

David A. King 57 Mr. King has served as Chief Executive Officer of Dynetics, Inc. since 2015. In
February 2020, following Leidos' acquisition of Dynetics, Mr. King was elected as
a Group President of Leidos with responsibility for the Dynetics business. Mr.
King previously served as the Executive Vice President for special programs and
President of Dynetics. Prior to joining Dynetics, he spent 25 years with NASA, as
Space Shuttle Launch Director and Director of Shuttle Processing, and most
recently as the Center Director of NASA Marshall Space Flight Center.

James R. Moos 50 Mr. Moos has served as Group President for our Civil Group since February
2020. He previously served as Senior Vice President and Acting Group President
for the Civil Group since October 2019, and before that, as Deputy President and
Chief Operations Officer for the Civil Group. Prior to that, Mr. Moos has served
Leidos for over 20 years in several capacities, including Senior Vice President
and General Manager of the Company's former Engineering Solutions Group.

Mary V. Schmanske 57 Ms. Schmanske has served as Group President for our Intelligence Group since
October 2018, and before that, as Chief Administrative Officer and Deputy
President and Chief Operations Officer for our Health Group. Prior to joining
Leidos, Ms. Schmanske served Lockheed Martin Corporation in several
capacities, most recently as Vice President of Operations for programs under
strategic review, Civil, Defense & Intelligence Solutions.

Leidos Holdings, Inc. Annual Report - 26



Table of Contents

PART I

Name of officer Age Position(s) with the company and prior business experience

Jonathan W. Scholl 58 Mr. Scholl has served as Group President for our Health Group since August
2016, and before that, as Group President for our former Health and
Infrastructure Group. Prior to joining Leidos, Mr. Scholl served for five years as an
executive at Texas Health Resources where he was in charge of Strategy,
Business Development and Strategic Marketing, and hospital operations for
physician joint venture hospitals. Prior to that, he spent 15 years with The Boston
Consulting Group and served as head of its North American Healthcare Provider
Practice and leader of its Lean Six Sigma initiative for hospitals. He also served
as Vice President for Applications Development for the TenFold HealthCare
Group in Dallas. Mr. Scholl served five years in the U.S. Navy as a nuclear
submarine officer and nuclear power plant instructor.
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Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Our common stock is listed on the New York Stock Exchange ("NYSE") under the ticker symbol "LDOS."

Holders of Common Stock

As of February 10, 2020, there were approximately 19,934 holders of record of Leidos common stock. The number of
stockholders of record of our common stock is not representative of the number of beneficial owners due to the fact that
many shares are held by depositories, brokers or nominees.

Dividend Policy

During fiscal 2019 and 2018, we declared and paid quarterly dividends totaling $1.32 and $1.28 per share, respectively, of
Leidos common stock. We currently intend to continue paying dividends on a quarterly basis, although the declaration of
any future dividends will be determined by our Board of Directors and will depend on many factors, including available
cash, estimated cash needs, earnings, financial condition, operating results and capital requirements, as well as limitations
in our contractual agreements, applicable law, regulatory constraints, industry practice and other business considerations
that the Board of Directors considers relevant. Our ability to declare and pay future dividends on Leidos stock may be
restricted by the provisions of Delaware law and covenants in our then-existing indebtedness arrangements.

Stock Performance Graph

The following graph compares the total cumulative five-year return on Leidos common stock through January 3, 2020 to
two indices: (i) the Standard & Poor's 400 Composite index and (ii) the Standard & Poor's 500 IT Services Industry index.
The graph assumes an initial investment of $100 on December 31, 2014, and that dividends, if any, have been
reinvested.The comparisons in the graph are required by the SEC, based upon historical data and are not intended to
forecast or be indicative of possible future performance of Leidos common stock.
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Purchases of Equity Securities

On February 16, 2018, our Board of Directors authorized a new share repurchase program of up to 20 million shares of
Leidos outstanding common stock. The shares may be repurchased from time to time in one or more open market
repurchases or privately negotiated transactions, including accelerated share repurchase transactions. The actual timing,
number and value of shares repurchased under the program will depend on a number of factors, including the market price
of Leidos common stock, general market and economic conditions, applicable legal requirements, compliance with the
terms of our outstanding indebtedness and other considerations. There is no assurance as to the number of shares that
will be repurchased, and the repurchase program may be suspended or discontinued at any time at our Board of Directors'
discretion.

The following table presents repurchases of Leidos common stock during the quarter ended January 3, 2020:

Period

Total Number 
of Shares

Purchased(1)
Average Price
Paid per Share

Total Number of
Shares Purchased as

Part of Publicly
Announced

Repurchase 
Plans or Programs

Maximum Number of
Shares that May Yet Be
Purchased Under the

Plans or Programs

September 28, 2019 - September 30, 2019 — $ — — 7,976,255
October 1, 2019 - October 31, 2019 1,780 85.66 — 7,976,255
November 1, 2019 - November 30, 2019 217,953 89.03 211,649 7,764,606
December 1, 2019 - December 31, 2019 68,609 89.85 68,498 7,696,108
January 1, 2020 - January 3, 2020 — — — 7,696,108
Total 288,342 $ 89.20 280,147

(1) The total number of shares purchased includes shares surrendered to satisfy statutory tax withholdings obligations related to vesting of restricted stock



units.
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Item 6. Selected Financial Data

The selected financial data for the five-year period set forth below is derived from our consolidated financial statements.
This information should be read in conjunction with "Management's Discussion and Analysis of Financial Condition and
Results of Operations" in Part II and our consolidated financial statements and the notes thereto contained within this
Annual Report on Form 10-K.

12 Months Ended(1)
11 Months
Ended(1)

January 3,
2020(2)

December 28,
2018(3)

December 29,
2017(4)

December 30,
2016(5) January 1,

2016(6)

(in millions, except for per share amounts)
Consolidated Statement of Income

Data:
Revenues $ 11,094 $ 10,194 $ 10,170 $ 7,043 $ 4,712
Operating income 912 749 559 417 320
Income from continuing operations 670 582 364 246 243
Loss from discontinued operations, net

of taxes — — — — (1)
Net income 670 582 364 246 242
Less: net income (loss) attributable to

non-controlling interest 3 1 (2) 2 —
Net income attributable to Leidos

common stockholders $ 667 $ 581 $ 366 $ 244 $ 242
Earnings per share:

Basic:
Income from continuing operations

attributable to Leidos common
stockholders $ 4.66 $ 3.85 $ 2.41 $ 2.39 $ 3.33

Loss from discontinued operations,
net of taxes — — — — (0.01)

Net income attributable to Leidos
common stockholders $ 4.66 $ 3.85 $ 2.41 $ 2.39 $ 3.32

Diluted:
Income from continuing operations

attributable to Leidos common
stockholders $ 4.60 $ 3.80 $ 2.38 $ 2.35 $ 3.28

Loss from discontinued operations,
net of taxes — — — — (0.01)

Net income attributable to Leidos
common stockholders $ 4.60 $ 3.80 $ 2.38 $ 2.35 $ 3.27

Cash dividend per common share $ 1.32 $ 1.28 $ 1.28 $ 14.92 $ 1.28

January 3, 
2020

December 28, 
2018

December 29, 
2017

December 30, 
2016

January 1, 
2016

(in millions)
Consolidated Balance Sheet Data:
Total assets $ 9,367 $ 8,770 $ 8,990 $ 9,132 $ 3,370
Long-term debt, including current

portion 2,986 3,124 3,111 3,287 1,081
Other long-term liabilities(7) 182 178 129 204 149

(1) References to financial data are to the Company's continuing operations, unless otherwise noted.



(2) Fiscal 2019 reflects the effects from our December 29, 2018 adoption of ASC 842. Fiscal 2019 also includes an $88 million gain on sale related to the
divestiture of our commercial cybersecurity business, a $52 million net gain recognized upon the receipt of the Greek arbitration
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award and bad debt expense of $12 million. For further information, see "Note 7—Divestitures" and "Note 25—Contingencies" of the notes to the
consolidated financial statements contained within this Annual Report on Form 10-K.

(3) Fiscal 2018 reflects the effects from our December 30, 2017 adoption of ASC 606. Fiscal 2018 also includes acquisition, integration and restructuring
costs of $37 million and a tangible asset impairment charge of $7 million. For further information, see "Note 6—Acquisitions," "Note 8—Restructuring
Expenses" and "Note 12—Property, Plant and Equipment" of the notes to the consolidated financial statements contained within this Annual Report on
Form 10-K.

(4) Fiscal 2017 includes acquisition, integration and restructuring costs of $139 million. For further information, see "Note 6—Acquisitions" and "Note 8—
Restructuring Expenses" of the notes to the consolidated financial statements contained within this Annual Report on Form 10-K.

(5) Fiscal 2016 includes acquisition, integration and restructuring costs of $104 million.
(6) Reflects the 11-month period of January 31, 2015, through January 1, 2016, as a result of the change in our fiscal year end. The 11-month period

ended January 1, 2016, results include a gain on a real estate sale of $82 million, tangible asset impairment charges of $29 million, intangible asset
impairment charges of $4 million and bad debt expense of $8 million.

(7) Beginning in fiscal 2016, the Company has separately disclosed "Deferred tax liabilities," which was previously aggregated within "Other long-term
liabilities" within the consolidated balance sheets. Deferred tax liabilities for the 11-month period ended January 1, 2016 were $34 million.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of Leidos Holdings, Inc.'s ("Leidos") financial condition, results of operations and
quantitative and qualitative disclosures about market risk should be read in conjunction with the consolidated financial
statements and related notes.

Unless indicated otherwise, references in this report to the “Company,” “we,” “us,” and “our” refer collectively to Leidos and
its consolidated subsidiaries.

The following discussion contains forward-looking statements, including statements regarding our intent, belief, or current
expectations with respect to, among other things, trends affecting our financial condition or results of operations, backlog,
initiatives, our industry and government budgets and spending. Such statements are not guarantees of future performance
and involve risks and uncertainties, and actual results may differ materially from those in the forward-looking statements as
a result of various factors (see “Risk Factors—Forward-Looking Statement Risks” in Part I of this Annual Report on Form
10-K). Factors that could cause or contribute to these differences include those discussed below and elsewhere in this
Annual Report on Form 10-K, particularly in “Risk Factors" and "Business Environment and Trends.” Due to such
uncertainties and risks, you are cautioned not to place undue reliance on such forward-looking statements, which speak
only as of the date hereof. We do not undertake any obligation to update these factors or to publicly announce the results
of any changes to our forward-looking statements due to future events or developments.

Overview

We are a FORTUNE 500® science, engineering and information technology company that provides services and solutions
in the defense, intelligence, civil and health markets. We bring domain-specific capability and innovations to customers in
each of these markets by leveraging seven core capabilities: cyber; digital modernization; integrated systems; mission
software systems; mission support; operations and logistics; and sensors, collection and phenomenology. Our domestic
customers include the U.S. Department of Defense ("DoD"), the U.S. Intelligence Community, the U.S. Department of
Homeland Security, the Federal Aviation Administration, the Department of Veterans Affairs and many other U.S.
government civilian agencies, as well as state and local government agencies. Our international customers include foreign
governments and their agencies, primarily located in Australia and the United Kingdom ("U.K."). Less than 10% of our
revenues and tangible long-lived assets are generated by or owned by entities located outside of the United States. We
operate in three reportable segments: Defense Solutions, Civil and Health. Additionally, we separately present the
unallocable costs associated with corporate functions as Corporate.

Effective the beginning of fiscal 2019, we changed the composition of our Defense Solutions reportable segment to better
align the operations within the reportable segment to the customers we serve. This resulted in the identification of new
operating segments within Defense Solutions. In addition, certain contracts were reassigned between the Civil and
Defense Solutions reportable segments. While this activity did not have a material impact on our reportable segments,
prior year segment results have been recast to reflect this change.

For additional information regarding our reportable segments, see “Business” in Part I and "Note 24—Business Segments"
of the notes to the consolidated financial statements contained within this Annual Report on Form 10-K.
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Our significant initiatives include the following:

• achieving internal, or non-acquisition related, annual revenue growth through internal collaboration and better
leveraging of key differentiators across our company and the deployment of resources and investments into higher
growth markets;

• increasing headcount and internal direct labor content on our contract portfolio;

• continued improvement in our back office infrastructure and related business processes for greater effectiveness
and efficiency across all business functions; and

• disciplined deployment of our cash resources and use of our capital structure to enhance shareholder value while
retaining an appropriate amount of financial leverage.

Sales Trend. For fiscal 2019, revenues increased $900 million, or 9% compared to fiscal 2018, primarily due to program 
wins and a net increase in program volumes, partially offset by programs ended and the impact of the sale of our 
commercial cybersecurity and health staff augmentation businesses. For fiscal 2018, revenues were $10.2 billion, 
consistent with fiscal 2017. See "Results of Operations" below for discussion of our individual segment results.

Operating Expenses and Income Trend. For fiscal 2019, operating expenses increased by $737 million, or 8%, compared 
to fiscal 2018. Operating margin for fiscal 2019 was 8.2% compared to 7.3% for fiscal 2018. Operating income was $912 
million, a $163 million increase compared to fiscal 2018. The increases in operating margin and operating income were 
primarily attributable to the receipt of the Greek arbitration award, favorable program mix, decreases in acquisition, 
integration and restructuring costs and lower amortization of intangible assets.

For fiscal 2018, operating expenses decreased by $161 million, or 2%, compared to fiscal 2017. Operating margin for 
fiscal 2018 was 7.3% compared to 5.5% for fiscal 2017. Operating income was $749 million for fiscal 2018, a $190 million 
increase compared to fiscal 2017. These changes were primarily attributable to decreases in acquisition, integration and 
restructuring costs and lower amortization of intangible assets.

From a macroeconomic perspective, our industry is under general competitive pressures associated with spending from 
our largest customer, the U.S. government, and requires a high level of cost management focus to allow us to remain 
competitive. Although the current Administration has not indicated a desire to reduce spending in the defense and 
homeland security sectors, the likelihood, extent and duration of current spending levels in these areas remains unclear. 
We continue to review our cost structure against our anticipated sales and undertake cost management actions and 
efficiency initiatives where necessary.

Business Environment and Trends

U.S. Government Markets

In fiscal 2019, we generated approximately 87% of our total revenues from contracts with the U.S. government, either as a 
prime contractor or a subcontractor to other contractors engaged in work for the U.S. government. Revenues under 
contracts with the DoD and U.S. Intelligence Community, including subcontracts under which the DoD or the U.S. 
Intelligence Community is the ultimate purchaser, represented approximately 48% of our total revenues for fiscal 2019. 
Accordingly, our business performance is affected by the overall level of U.S. government spending, especially national 
security, homeland security and intelligence spending, and the alignment of our service and product offerings and 
capabilities with current and future budget priorities of the U.S. government.

From December 21, 2018 until the passage of a new continuing resolution ("CR") on January 25, 2019 there was a partial 
U.S. government shutdown, which reduced or delayed work on existing contracts and caused delays in other government 
contracting actions and payments. Prior to the expiration of the January CR, Congress passed appropriations for the seven 
remaining appropriations bills, thereby completing funding for GFY 2019.

On July 22, 2019, the White House and Congress reached a two-year budget deal to raise spending caps and suspend the 
debt ceiling until July 2021. Allocations for national defense spending increased to $738 billion in GFY 2020 and $741 
billion in GFY 2021. For non-defense programs, spending increased to $632 billion in GFY 2020 and $635 billion in GFY 
2021. Overall, the measure increased spending by $323 billion over the limits set under the Bipartisan Budget Act of 2018.
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On December 20, 2019, Congress passed and the President signed into law two consolidated appropriations bills, thereby
funding the federal government through the end of GFY 2020.

On February 10, 2020, the President submitted the GFY 2021 budget proposal to Congress, which included discretionary
spending levels for defense and non-defense programs of $741 billion and $590 billion, respectively.

Trends in the U.S. government contracting process, including a shift towards multiple-awards contracts, in which certain
contractors are preapproved using indefinite-delivery/indefinite-quantity ("IDIQ") and U.S. General Services Administration
("GSA") contract vehicles, have increased competition for U.S. government contracts, reduced backlogs by shortening
periods of performance on contracts and increased pricing pressure. We expect that a majority of the business that we
seek in the foreseeable future will be awarded through a competitive bidding process. For more information on these risks
and uncertainties, see “Risk Factors” in Part I of this Annual Report on Form 10-K.

International Markets

Sales to customers in international markets represented 8% of total revenues for fiscal 2019. Our international customers
include foreign governments and their agencies, primarily located in Australia and the U.K. Our international business
increases our exposure to international markets and the associated international regulatory and geopolitical risks.

Recent changes in international trade policies, including higher tariffs on imported goods and materials, may increase our
procurement costs of certain IT hardware used both on our contracts and for internal use. However, we expect to recover
certain portions of these higher tariffs through our cost-plus contracts. While we are still evaluating the impact of higher
tariffs, currently, we do not expect tariffs to have a significant impact to our business.

Key Performance Measures

The primary financial performance measures we use to manage our business and monitor results of operations are
revenue, operating income, cash flows from operations and diluted earnings per share. Bookings and backlog are also
useful measures for management and investors to evaluate our performance and potential future revenues. In addition, we
consider business performance by contract type to be useful to management and investors when evaluating our operating
income and margin performance.
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To: Leidos Innovations Technology, Inc. (ipmail@dykema.com)

Subject: U.S. TRADEMARK APPLICATION NO. 87747053 - FLIGHTDECK - 067283-0098

Sent: 4/20/2018 4:13:13 PM

Sent As: ECOM118@USPTO.GOV

Attachments: Attachment - 1
Attachment - 2
Attachment - 3

UNITED STATES PATENT AND TRADEMARK OFFICE (USPTO)
OFFICE ACTION (OFFICIAL LETTER) ABOUT APPLICANT’S TRADEMARK APPLICATION

U.S. APPLICATION
SERIAL NO.  87747053

MARK: FLIGHTDECK *87747053*
CORRESPONDENT
ADDRESS:

 JENNIFER FRASER
       DYKEMA
GOSSETT PLLC

    1301 K ST., NW
 SUITE 1100 WEST
 WASHINGTON, DC

20005

CLICK HERE TO RESPOND TO THIS
LETTER:
http://www.uspto.gov/trademarks/teas/response_forms.jsp

VIEW YOUR APPLICATION FILE

APPLICANT: Leidos
Innovations Technology,
Inc.

CORRESPONDENT’S
REFERENCE/DOCKET
NO:  
       067283-0098
CORRESPONDENT E-
MAIL ADDRESS: 
       ipmail@dykema.com

OFFICE ACTION

STRICT DEADLINE TO RESPOND TO THIS LETTER
TO AVOID ABANDONMENT OF APPLICANT’S TRADEMARK APPLICATION, THE USPTO MUST RECEIVE APPLICANT’S
COMPLETE RESPONSE TO THIS LETTER WITHIN 6 MONTHS OF THE ISSUE/MAILING DATE BELOW.  A RESPONSE
TRANSMITTED THROUGH THE TRADEMARK ELECTRONIC APPLICATION SYSTEM (TEAS) MUST BE RECEIVED BEFORE
MIDNIGHT EASTERN TIME OF THE LAST DAY OF THE RESPONSE PERIOD.

ISSUE/MAILING DATE: 4/20/2018

TEAS PLUS OR TEAS REDUCED FEE (TEAS RF) APPLICANTS – TO MAINTAIN LOWER FEE, ADDITIONAL
REQUIREMENTS MUST BE MET, INCLUDING SUBMITTING DOCUMENTS ONLINE:  Applicants who filed their application online
using the lower-fee TEAS Plus or TEAS RF application form must (1) file certain documents online using TEAS, including responses to Office
actions (see TMEP §§819.02(b), 820.02(b) for a complete list of these documents); (2) maintain a valid e-mail correspondence address; and (3)
agree to receive correspondence from the USPTO by e-mail throughout the prosecution of the application.  See 37 C.F.R. §§2.22(b), 2.23(b);
TMEP §§819, 820.  TEAS Plus or TEAS RF applicants who do not meet these requirements must submit an additional processing fee of $125
per class of goods and/or services.  37 C.F.R. §§2.6(a)(1)(v), 2.22(c), 2.23(c); TMEP §§819.04, 820.04.  However, in certain situations, TEAS
Plus or TEAS RF applicants may respond to an Office action by authorizing an examiner’s amendment by telephone or e-mail without incurring
this additional fee.  

EXHIBIT D



The referenced application has been reviewed by the assigned trademark examining attorney.  Applicant must respond timely and completely to
the issue(s) below.  15 U.S.C. §1062(b); 37 C.F.R. §§2.62(a), 2.65(a); TMEP §§711, 718.03.

Issue Summary

2(d) refusal

Request for information

Likelihood of confusion refusal under Section 2(d)

Registration of the applied-for mark is refused because of a likelihood of confusion with the mark in U.S. Registration No.  4110869.  Trademark
Act Section 2(d), 15 U.S.C. §1052(d); see TMEP §§1207.01 et seq.  See the attached registration.

Trademark Act Section 2(d) bars registration of an applied-for mark that so resembles a registered mark that it is likely a consumer would be
confused, mistaken, or deceived as to the source of the goods and/or services of the applicant and registrant(s).  See 15 U.S.C. §1052(d). 
Determining likelihood of confusion is made on a case-by-case basis by applying the factors set forth in In re E. I. du Pont de Nemours & Co.,
476 F.2d 1357, 1361, 177 USPQ 563, 567 (C.C.P.A. 1973).  In re i.am.symbolic, llc, 866 F.3d 1315, 1322, 123 USPQ2d 1744, 1747 (Fed. Cir.
2017).  However, “[n]ot all of the [ du Pont] factors are relevant to every case, and only factors of significance to the particular mark need be
considered.”   Coach Servs., Inc. v. Triumph Learning LLC, 668 F.3d 1356, 1366, 101 USPQ2d 1713, 1719 (Fed. Cir. 2012) (quoting In re
Mighty Leaf Tea, 601. F.3d 1342, 1346, 94 USPQ2d 1257, 1259 (Fed. Cir 2010)).  The USPTO may focus its analysis “on dispositive factors,
such as similarity of the marks and relatedness of the goods [and/or services].”   In re i.am.symbolic, llc, 866 F.3d at 1322, 123 USPQ2d at 1747
(quoting Herbko Int’l, Inc. v. Kappa Books, Inc. , 308 F.3d 1156, 1164-65, 64 USPQ2d 1375, 1380 (Fed. Cir. 2002)); see TMEP §1207.01. 

Confusing similarity of the marks

Marks are compared in their entireties for similarities in appearance, sound, connotation, and commercial impression.  Stone Lion Capital
Partners, LP v. Lion Capital LLP, 746 F.3d 1317, 1321, 110 USPQ2d 1157, 1160 (Fed. Cir. 2014) (quoting Palm Bay Imps., Inc. v. Veuve
Clicquot Ponsardin Maison Fondee En 1772, 396 F.3d 1369, 1371, 73 USPQ2d 1689, 1691 (Fed. Cir. 2005)); TMEP §1207.01(b)-(b)(v). 
“Similarity in any one of these elements may be sufficient to find the marks confusingly similar.”   In re Davia, 110 USPQ2d 1810, 1812 (TTAB
2014) (citing In re 1st USA Realty Prof’ls, Inc. , 84 USPQ2d 1581, 1586 (TTAB 2007)); In re White Swan Ltd., 8 USPQ2d 1534, 1535 (TTAB
1988)); TMEP §1207.01(b).

In a likelihood of confusion determination, the marks in their entireties are compared for similarities in appearance, sound, connotation, and
commercial impression.  In re i.am.symbolic, llc, 866 F.3d 1315, 1323, 123 USPQ2d 1744, 1748 (Fed. Cir. 2017); Stone Lion Capital Partners,
LP v. Lion Capital LLP, 746 F.3d 1317, 1321, 110 USPQ2d 1157, 1160 (Fed. Cir. 2014) (quoting Palm Bay Imps., Inc. v. Veuve Clicquot
Ponsardin Maison Fondee En 1772, 396 F.3d 1369, 1371, 73 USPQ2d 1689, 1691 (Fed. Cir. 2005)); In re E. I. du Pont de Nemours & Co., 476
F.2d 1357, 1361, 177 USPQ 563, 567 (C.C.P.A. 1973); TMEP §1207.01(b)-(b)(v).

In the present case, applicant’s mark is FLIGHTDECK and registrant’s mark is FLIGHTDECK.   These marks are identical in appearance,
sound, and meaning, “and have the potential to be used . . . in exactly the same manner.”   In re i.am.symbolic, llc, 116 USPQ2d 1406, 1411
(TTAB 2015), aff’d,  866 F.3d 1315, 123 USPQ2d 1744 (Fed. Cir. 2017).  Additionally, because they are identical, these marks are likely to
engender the same connotation and overall commercial impression when considered in connection with applicant’s and registrant’s respective
goods and/or services.  Id.

Therefore, the marks are confusingly similar. 

Closely related nature of the goods and services

The compared goods and services need not be identical or even competitive to find a likelihood of confusion.  See On-line Careline Inc. v. Am.
Online Inc., 229 F.3d 1080, 1086, 56 USPQ2d 1471, 1475 (Fed. Cir. 2000); Recot, Inc. v. Becton, 214 F.3d 1322, 1329, 54 USPQ2d 1894, 1898
(Fed. Cir. 2000); TMEP §1207.01(a)(i).  They need only be “related in some manner and/or if the circumstances surrounding their marketing are
such that they could give rise to the mistaken belief that [the goods and services] emanate from the same source.”   Coach Servs., Inc. v. Triumph
Learning LLC, 668 F.3d 1356, 1369, 101 USPQ2d 1713, 1722 (Fed. Cir. 2012) (quoting 7-Eleven Inc. v. Wechsler, 83 USPQ2d 1715, 1724
(TTAB 2007)); TMEP §1207.01(a)(i).

Registrant provides on-line non-downloadable software for business operations and general office functions, namely, document authoring, data
storage, data and document retrieval, version history tracking, namely, the ability to view old or changed versions of a document, profiling,
namely, managing and organizing documents by type, project management, customer management, business planning, business consolidation,
risk management, quality management, project management, business financial management, accounting and financial reporting and personnel
and project management; computer software development in the field of mobile applications for preparation of financial reports and analysis;
providing on-line non-downloadable software that provides real-time, integrated business management intelligence by combining information
from various databases and presenting it in an easy-to-understand user interface.  Applicant’s goods are Downloadable middleware for software
application integration.  These appear to be closely related goods and services involving the provision of middleware and software which could
be used for similar purposes.



Although applicant’s mark has been refused registration, applicant may respond to the refusal(s) by submitting evidence and arguments in
support of registration.

If applicant responds to the refusal(s), applicant must also respond to the requirement(s) set forth below.

Request for information

To permit proper examination of the application, applicant must submit additional information about applicant’s goods.   See 37 C.F.R. §2.61(b);
TMEP §§814, 1402.01(e).  Specifically, applicant must submit the following:  details regarding the type of software applications which the
middleware is used to integrate.

Factual information about the goods must clearly indicate how they operate, their salient features, and their prospective customers and channels
of trade.   Conclusory statements will not satisfy this requirement for information.

Failure to comply with a request for information is grounds for refusing registration.  In re Harley, 119 USPQ2d 1755, 1757-58 (TTAB 2016);
TMEP §814.  Merely stating that information about the goods or services is available on applicant’s website is an insufficient response and will
not make the relevant information of record.  See In re Planalytics, Inc., 70 USPQ2d 1453, 1457-58 (TTAB 2004).

RESPONSE TO OFFICE ACTION 

Applicant must explicitly address each refusal and/or requirement raised in this Office action.  If the action includes a refusal, applicant may
provide arguments and/or evidence as to why the refusal should be withdrawn and the mark should register.  Applicant may also have other
options specified in this Office action for responding to a refusal and should consider those options carefully.  To respond to requirements and
certain refusal response options, applicant should set forth in writing the required changes or statements.  For more information and general tips
on responding to USPTO Office actions, response options, and how to file a response online, see “ Responding to Office Actions” on the
USPTO’s website.

If applicant does not respond to this Office action within six months of the issue/mailing date, or responds by expressly abandoning the
application, the application process will end and the trademark will fail to register.  See 15 U.S.C. §1062(b); 37 C.F.R. §§2.65(a), 2.68(a); TMEP
§§718.01, 718.02.  Additionally, the USPTO will not refund the application filing fee, which is a required processing fee.  See 37 C.F.R.
§§2.6(a)(1)(i)-(iv), 2.209(a); TMEP §405.04.

When an application has abandoned for failure to respond to an Office action, an applicant may timely file a petition to revive the application,
which, if granted, would allow the application to return to active status.  See 37 C.F.R. §2.66; TMEP §1714.  The petition must be filed within
two months of the date of issuance of the notice of abandonment and may be filed online via the Trademark Electronic Application System
(TEAS) with a $100 fee.  See 37 C.F.R. §§2.6(a)(15)(ii), 2.66(a)(1), (b)(1).

Applicant should include the following information on all correspondence with the Office:  (1) the name and law office number of the trademark
examining attorney, (2) the serial number and filing date of the application, (3) the date of issuance of this Office action, (4) applicant’s name,
address, telephone number and e-mail address (if applicable), and (5) the mark.  37 C.F.R. §2.194(b)(1); TMEP §302.03(a).

If applicant has questions regarding this Office action, please telephone or e-mail the assigned trademark examining attorney.  All relevant e-mail
communications will be placed in the official application record; however, an e-mail communication will not be accepted as a response to this
Office action and will not extend the deadline for filing a proper response.  See 37 C.F.R. §§2.62(c), 2.191; TMEP §§304.01-.02, 709.04-.05. 
Further, although the trademark examining attorney may provide additional explanation pertaining to the refusal(s) and/or requirement(s) in this
Office action, the trademark examining attorney may not provide legal advice or statements about applicant’s rights.   See TMEP §§705.02,
709.06.

/John E. Michos/
Trademark Attorney
Law Office 118
USPTO
571 272 9197
john.michos@uspto.gov

TO RESPOND TO THIS LETTER:  Go to http://www.uspto.gov/trademarks/teas/response_forms.jsp.  Please wait 48-72 hours from the
issue/mailing date before using the Trademark Electronic Application System (TEAS), to allow for necessary system updates of the application. 
For technical assistance with online forms, e-mail TEAS@uspto.gov.  For questions about the Office action itself, please contact the assigned
trademark examining attorney.  E-mail communications will not be accepted as responses to Office actions; therefore, do not respond to
this Office action by e-mail.

All informal e-mail communications relevant to this application will be placed in the official application record.

WHO MUST SIGN THE RESPONSE:  It must be personally signed by an individual applicant or someone with legal authority to bind an



applicant (i.e., a corporate officer, a general partner, all joint applicants).  If an applicant is represented by an attorney, the attorney must sign the
response. 

PERIODICALLY CHECK THE STATUS OF THE APPLICATION:  To ensure that applicant does not miss crucial deadlines or official
notices, check the status of the application every three to four months using the Trademark Status and Document Retrieval (TSDR) system at
http://tsdr.uspto.gov/.  Please keep a copy of the TSDR status screen.  If the status shows no change for more than six months, contact the
Trademark Assistance Center by e-mail at TrademarkAssistanceCenter@uspto.gov or call 1-800-786-9199.  For more information on checking
status, see http://www.uspto.gov/trademarks/process/status/.

TO UPDATE CORRESPONDENCE/E-MAIL ADDRESS:  Use the TEAS form at http://www.uspto.gov/trademarks/teas/correspondence.jsp.









To: Leidos Innovations Technology, Inc. (ipmail@dykema.com)

Subject: U.S. TRADEMARK APPLICATION NO. 87747053 - FLIGHTDECK - 067283-0098

Sent: 4/20/2018 4:13:14 PM

Sent As: ECOM118@USPTO.GOV

Attachments:

UNITED STATES PATENT AND TRADEMARK OFFICE (USPTO)

IMPORTANT NOTICE REGARDING YOUR
U.S. TRADEMARK APPLICATION

USPTO OFFICE ACTION (OFFICIAL LETTER) HAS ISSUED
ON 4/20/2018 FOR U.S. APPLICATION SERIAL NO. 87747053

Please follow the instructions below:

(1) TO READ THE LETTER:  Click on this link or go to http://tsdr.uspto.gov, enter the U.S. application serial number, and click on
“Documents.”

The Office action may not be immediately viewable, to allow for necessary system updates of the application, but will be available within 24
hours of this e-mail notification.

(2) TIMELY RESPONSE IS REQUIRED:  Please carefully review the Office action to determine (1) how to respond, and (2) the applicable
response time period.  Your response deadline will be calculated from 4/20/2018 (or sooner if specified in the Office action).  A response
transmitted through the Trademark Electronic Application System (TEAS) must be received before midnight Eastern Time of the last day of the
response period.  For information regarding response time periods, see http://www.uspto.gov/trademarks/process/status/responsetime.jsp.

Do NOT hit “Reply” to this e-mail notification, or otherwise e-mail your response because the USPTO does NOT accept e-mails as
responses to Office actions.  Instead, the USPTO recommends that you respond online using the TEAS response form located at
http://www.uspto.gov/trademarks/teas/response_forms.jsp.

(3) QUESTIONS:  For questions about the contents of the Office action itself, please contact the assigned trademark examining attorney.  For
technical assistance in accessing or viewing the Office action in the Trademark Status and Document Retrieval (TSDR) system, please e-mail
TSDR@uspto.gov.

WARNING

Failure to file the required response by the applicable response deadline will result in the ABANDONMENT of your application.  For
more information regarding abandonment, see http://www.uspto.gov/trademarks/basics/abandon.jsp.

PRIVATE COMPANY SOLICITATIONS REGARDING YOUR APPLICATION:  Private companies not associated with the USPTO are
using information provided in trademark applications to mail or e-mail trademark-related solicitations.  These companies often use names that
closely resemble the USPTO and their solicitations may look like an official government document.  Many solicitations require that you pay
“fees.”  

Please carefully review all correspondence you receive regarding this application to make sure that you are responding to an official document
from the USPTO rather than a private company solicitation.  All official USPTO correspondence will be mailed only from the “United States
Patent and Trademark Office” in Alexandria, VA; or sent by e-mail from the domain “@uspto.gov.”   For more information on how to handle
private company solicitations, see http://www.uspto.gov/trademarks/solicitation_warnings.jsp.



Under the Paperwork Reduction Act of 1995 no persons are required to respond to a collection of information unless it displays a valid OMB control number. 
PTO Form 1957 (Rev 10/2011)

OMB No. 0651-0050 (Exp 09/20/2020)

Response to Office Action

The table below presents the data as entered.

Input Field Entered

SERIAL NUMBER 87747053

LAW OFFICE ASSIGNED LAW OFFICE 118

MARK SECTION

MARK https://tmng-al.uspto.gov/resting2/api/img/87747053/large

LITERAL ELEMENT FLIGHTDECK

STANDARD CHARACTERS YES

USPTO-GENERATED IMAGE YES

MARK STATEMENT
The mark consists of standard characters, without claim to any particular font style,
size or color.

ADDITIONAL STATEMENTS SECTION

MISCELLANEOUS STATEMENT

In response to the Examining Attorney's inquiry, Applicant advises that the goods
are an embedded software suite that provides high availability, command and
control, system analysis, system maintenance, and a range of data replication /
management frameworks for embedded ground based Air Traffic Control (ATC)
systems. The Examining Attorney is also advised that the required Declaration of
Use has not been filed for cited Registration No. 4110869 that was due by March 12,
2018 and is now almost at the end of the grace period. In the event the Examining
Attorney plans to continue the 2(d) refusal for the time being, Applicant requests
suspension until the cited registration is cancelled.

CORRESPONDENCE SECTION

ORIGINAL ADDRESS

JENNIFER FRASER
DYKEMA GOSSETT PLLC
1301 K ST., NW
SUITE 1100 WEST
WASHINGTON
District of Columbia
US
20005

NEW CORRESPONDENCE SECTION

NAME JENNIFER FRASER

FIRM NAME DYKEMA GOSSETT PLLC

DOCKET/REFERENCE NUMBER 067283-0098

INTERNAL ADDRESS SUITE 1100 WEST

STREET 1301 K ST., NW

CITY WASHINGTON

STATE District of Columbia

ZIP/POSTAL CODE 20005

EXHIBIT E



COUNTRY United States

PHONE 202-906-8712

FAX 855-255-4358

EMAIL tm@dykema.com;jfraser@dykema.com

AUTHORIZED EMAIL COMMUNICATION Yes

SIGNATURE SECTION

RESPONSE SIGNATURE /jf/

SIGNATORY'S NAME Jennifer Fraser

SIGNATORY'S POSITION Attorney of record, District of Columbia bar member

DATE SIGNED 08/14/2018

AUTHORIZED SIGNATORY YES

FILING INFORMATION SECTION

SUBMIT DATE Tue Aug 14 14:36:55 EDT 2018

TEAS STAMP

USPTO/ROA-XX.XXX.XX.XX-20
180814143655642500-877470
53-610ba759e4ce0b5b74da7a
2d6a239175f6749dab8feed97
7d18a395a1314b4fda36-N/A-
N/A-20180814143017450797

Under the Paperwork Reduction Act of 1995 no persons are required to respond to a collection of information unless it displays a valid OMB control number. 
PTO Form 1957 (Rev 10/2011)

OMB No. 0651-0050 (Exp 09/20/2020)

Response to Office Action
To the Commissioner for Trademarks:

Application serial no. 87747053 FLIGHTDECK(Standard Characters, see https://tmng-al.uspto.gov/resting2/api/img/87747053/large) has been
amended as follows:

CORRESPONDENCE ADDRESS CHANGE
Applicant proposes to amend the following:
Current:
JENNIFER FRASER
DYKEMA GOSSETT PLLC
1301 K ST., NW
SUITE 1100 WEST
WASHINGTON
District of Columbia
US
20005

Proposed:
JENNIFER FRASER of DYKEMA GOSSETT PLLC, having an address of
SUITE 1100 WEST 1301 K ST., NW WASHINGTON, District of Columbia 20005
United States
tm@dykema.com;jfraser@dykema.com
202-906-8712
855-255-4358



The docket/reference number is 067283-0098 .

ADDITIONAL STATEMENTS 
Miscellaneous Statement
In response to the Examining Attorney's inquiry, Applicant advises that the goods are an embedded software suite that provides high availability,
command and control, system analysis, system maintenance, and a range of data replication / management frameworks for embedded ground
based Air Traffic Control (ATC) systems. The Examining Attorney is also advised that the required Declaration of Use has not been filed for
cited Registration No. 4110869 that was due by March 12, 2018 and is now almost at the end of the grace period. In the event the Examining
Attorney plans to continue the 2(d) refusal for the time being, Applicant requests suspension until the cited registration is cancelled.

SIGNATURE(S)
Response Signature
Signature: /jf/     Date: 08/14/2018
Signatory's Name: Jennifer Fraser
Signatory's Position: Attorney of record, District of Columbia bar member

The signatory has confirmed that he/she is an attorney who is a member in good standing of the bar of the highest court of a U.S. state, which
includes the District of Columbia, Puerto Rico, and other federal territories and possessions; and he/she is currently the owner's/holder's attorney
or an associate thereof; and to the best of his/her knowledge, if prior to his/her appointment another U.S. attorney or a Canadian attorney/agent
not currently associated with his/her company/firm previously represented the owner/holder in this matter: (1) the owner/holder has filed or is
concurrently filing a signed revocation of or substitute power of attorney with the USPTO; (2) the USPTO has granted the request of the prior
representative to withdraw; (3) the owner/holder has filed a power of attorney appointing him/her in this matter; or (4) the owner's/holder's
appointed U.S. attorney or Canadian attorney/agent has filed a power of attorney appointing him/her as an associate attorney in this matter.

Mailing Address:    JENNIFER FRASER
   DYKEMA GOSSETT PLLC
   SUITE 1100 WEST
   1301 K ST., NW
   WASHINGTON, District of Columbia 20005

Serial Number: 87747053
Internet Transmission Date: Tue Aug 14 14:36:55 EDT 2018
TEAS Stamp: USPTO/ROA-XX.XXX.XX.XX-20180814143655642
500-87747053-610ba759e4ce0b5b74da7a2d6a2
39175f6749dab8feed977d18a395a1314b4fda36
-N/A-N/A-20180814143017450797



EXHIBIT F




