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PART I

In this document, unless the context indicates otherwise, the terms “Company” and “ManTech” as well as the words “we,”

our,” “ours” and “us” refer to both ManTech International Corporation and its consolidated subsidiaries. The term “registrant’
refers only to ManTech International Corporation, a Delaware corporation.

Industry and Market Data

Industry and market data used throughout this Annual Report on Form 10-K were obtained through surveys and
studies conducted by third parties, industry and general publications. We have not independently verified any of the
market data obtained from these third-party sources, nor have we validated any assumptions underlying such data.

Cautionary Statement Concerning Forward-Looking Statements

All statements and assumptions contained in this Annual Report on Form 10-K that do not relate to historical facts
constitute "forward-looking statements." These statements can be identified by the fact that they do not relate strictly
to historical or current facts. Forward-looking statements often include the use of words such as "may," "will,"
"expect," "intend," "anticipate," "believe," "estimate,” "plan" and words and terms of similar substance in connection
with discussions of future events, situations or financial performance. While these statements represent our current

expectations, no assurance can be given that the results or events described in such statements will be achieved.

nn nn

Forward-looking statements may include, among other things, statements with respect to our financial condition,
results of operations, prospects, business strategies, competitive position, growth opportunities, and plans and
objectives of management. Such statements are subject to numerous assumptions, risks, uncertainties and other
factors, many of which are outside of our control, and include, without limitations, the risks and uncertainties
discussed in Item 1A "Risk Factors" in Part I of this Annual Report.

Factors or risks that could cause our actual results to differ materially from the results we anticipate include, but are
not limited to, the following:

Failure to compete effectively for new contract awards or to retain existing U.S. government contracts;

Adverse changes or delays in U.S. government spending for programs we support, due to the failure to complete the
budget and appropriations process in a timely manner, changing mission priorities, the implementation of cost
reduction and efficiency initiatives by our customers, or federal budget constraints generally;

Failure to obtain option awards, task orders or funding under contracts;

Delays in the competitive bidding process caused by competitors' protest of contract awards received by us;

Renegotiation, modification or termination of our contracts, or failure to perform in conformity with contract terms or
our expectations;

Failure to realize the full amount of our backlog, or adverse changes in the timing of receipt of revenues under
contracts included in backlog;

Failure to successfully integrate acquired companies or businesses into our operations or to realize any accretive or
synergistic effects from such acquisitions;
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Adverse changes in business conditions that may cause our investments in recorded goodwill to become impaired;
Non-compliance with, or adverse changes in, complex U.S. government laws, procurement regulations or processes;

dncreased exposure to risks associated with conducting business internationally;

Disruption of our business or damage to our reputation resulting from security breaches in customer systems, internal

systems or service failures (including as a result of cyber or other security threats), or employee or subcontractor
misconduct; and
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Adverse results of U.S. government audits or other investigations of our government contracts.

We urge you not to place undue reliance on these forward-looking statements, which speak only as of the date of this
Annual Report. We undertake no obligation to update any forward-looking statement made herein following the date
of this Annual Report, whether as a result of new information, subsequent events or circumstances, changes in
expectations or otherwise.

Item 1. Business
Corporate Overview and Background

ManTech provides innovative technologies and solutions for mission-critical national security programs for the
intelligence community; the departments of Defense, State, Homeland Security, Health and Human Services, Veterans
Affairs and Justice, including the Federal Bureau of Investigation (FBI); the space community; and other U.S.
government customers. We are able to leverage our technical capabilities, our familiarity with and knowledge of our
customers, and our experience providing a wide array of solutions and services to help our customers meet some of
their greatest challenges and succeed in their most important endeavors. We support important national missions, such
as military readiness and wellness, terrorist threat detection, information security and border protection, providing
services to approximately 50 federal government agencies under approximately 1,000 current contracts.

ManTech was founded in 1968 as a New Jersey corporation, starting with a single U.S. Navy contract. We
reincorporated as a Delaware corporation shortly before our initial public offering in February 2002. We have grown
substantially since then. Our annual revenues have increased from approximately $431 million at the end of 2001 to
$1.55 billion in 2015. Additional financial information is provided in this Annual Report under Item 8 “Financial
Statements and Supplemental Data.” At December 31, 2015, we had approximately 7,200 employees.

Our Solutions and Services

We combine deep domain understanding and technical capability to deliver comprehensive information technology
(IT), systems engineering and other services and solutions, primarily in support of mission-critical national security
programs for the intelligence community, the Department of Defense (DoD) and the healthcare and space
communities. We deploy our broad set of services in custom combinations to best address the requirements of our
customers' long-term programs. The following solution sets are aligned with the long-term needs of our customers:

*Cybersecurity;

*Software and Systems Development;
*Enterprise Information Technology;
*Multi-Disciplined Intelligence;

*Program Protection and Mission Assurance;
*Systems Engineering;

*Test and Evaluation (T&E);

*Command, Control, Communications, Computers, Intelligence, Surveillance and Reconnaissance (C4ISR);
*Training;

*Supply Chain Management and Logistics; and
*Management Consulting.

Cybersecurity



Edgar Filing: MANTECH INTERNATIONAL CORP - Form 10-K

Today's security challenges extend beyond traditional IT; they threaten national security systems, attack classified
networks and law enforcement systems, and target systems responsible for providing critical civilian services. To
address these challenges, we provide full-spectrum computer network operations, manage and support security
operations centers, offer continuous monitoring/information assurance services, computer forensics and exploitation,
and perform penetration testing and network simulation services.

Our professionals tackle the most challenging problems facing the nation, identifying and neutralizing external cyber
attacks, engineering tailored defensive security solutions and controls, developing robust insider threat detection
programs and creating enterprise vulnerability management programs. We have provided computer network
operations support to important national security customers for more than a decade, working across the three domains
of computer network attack, defense and exploitation. We provide comprehensive cyber warfare and cyber defense
security solutions and services to the DoD, agencies in the intelligence
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community, Department of State, Department of Justice and other federal agencies. Our forensics and incident
response capabilities can provide our customers with additional insight and evidence for post-attack assessments,
assisting our customers with efforts to strengthen their security posture. We offer customers insight into their
infrastructure and the opportunity to deny, disrupt and degrade attempts to compromise our customers' business
operations and reputation.

Software and Systems Development

We develop, modify and maintain software solutions and complex systems that link different computing systems and
software applications to act as a coordinated whole. This solution set includes a broad array of full lifecycle services,
including requirements analysis; planning, design, implementation, integration and enhancement; testing, deployment,
maintenance and quality assurance; and documentation and configuration management. Our software and systems
development activities support a variety of software development lifecycle methodologies, including waterfall, rapid
prototyping, V-model, spiral and Agile methodologies.

We develop software solutions and systems across many domains and applications. Modern warfare (whether on a
physical or cyber battlefield) requires the warfighter to assess and use information from multiple sources quickly and
appropriately. Our experienced software engineers and developers design and support the real-time software
applications that cyber security programs, C4ISR systems, and other complex defense and weapons systems rely on to
function as designed.

Enterprise IT

IT plays an increasingly central role in the missions of our defense, intelligence and federal civilian customers, and as
a result, is an important part of many of our solutions. We develop, implement and sustain solutions that leverage
technology across an enterprise delivering services that improve mission performance and reduce costs for our
government customers. Solutions typically involve hardware and software to support the core technology
infrastructure, such as data centers, cloud services, e-mail or desktop computing. Specific applications include IT
service management, help desk, data center consolidation, enterprise architecture, mobile computing and device
management, network operations and infrastructure, virtualization/cloud computing, network and database
administration, enterprise systems development and management, and infrastructure as a service. The backbone of our
global capabilities is a comprehensive ISO 9001:2000-certified management and control system, combined with our
ISO 20000-certified IT service management processes, which enable us to provide best value for our customers at a
reduced cost of ownership across system lifecycles.

We evaluate our customers' enterprise infrastructure with the goal of increasing efficiency, reducing system footprint
and lowering total cost of ownership. We help our customers leverage their existing investments, enhancing and
optimizing legacy systems, and consolidating technologies to create efficiencies, and simplify or automate processes.
Our experts leverage innovations in cloud, virtualization, and other technologies to extend the life our customers'
critical applications and systems.

Multi-Disciplined Intelligence

We provide specialized IT solutions and mission support services to national, defense and related intelligence
agencies and other classified customers. Specific solutions include support to strategic and tactical intelligence
systems, networks and facilities; development and integration of collection and analysis systems and techniques; and
support to the development and application of analytical techniques to counterintelligence, human intelligence
operations/training and counterterrorist operations.
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We provide signals intelligence collection, analysis and dissemination, intelligence analysis and linguistics, and
computer network operations, including monitoring and protection, cyber operations support, and collaboration tools
and analysis to support the intelligence lifecycle. We develop, integrate and maintain advanced signal processing
systems to support classified programs and facilities that collect and process intelligence. We provide counterterrorism
operations and support and counterintelligence analytical expertise.

Program Protection and Mission Assurance

Highly-classified programs, including intelligence operations and military programs, require secrecy management and
security infrastructure services from a trusted and experienced provider. These services can include vulnerability
assessment, insider threat protection, exposure analysis, secrecy architecture design, security policy development and
implementation, lifecycle acquisition program security, operations security, information assurance, anti-tamper, export
compliance support, foreign disclosure, system security engineering, security awareness and training, comprehensive
security support services and technical certification and accreditation services.
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As part of our program protection support, we provide network architecture planning and implementation services and
systems engineering services within secure environments requiring the application of multi-level security policies
across the enterprise. Secure enterprise-wide network infrastructures and components include local area network/wide
area network architectures, messaging architectures, network management solutions, directory services architecture
and web hosting. For example, we developed a state-of-the-art analytic environment that provides access to regional,
national and international information with appropriate security level access controls, providing direct operational
support to time-sensitive counterterrorism activities in support of an intelligence community customer.

In addition, we provide comprehensive mission assurance in the development, acquisition, manufacturing, testing,
integration and site support of mission-critical systems. We provide full spectrum security; reliability, maintainability
and availability engineering; systems-safety engineering; hardware and software quality engineering; software
assurance practices; and lifecycle support. We develop and review mission assurance and safety requirements and
carry out design reviews and analysis, safety analysis, requirements verification, test readiness reviews, integration
and test support, and operations support to ensure that those requirements are designed into systems.

Systems Engineering

We apply systems engineering across a wide array of large-scale system development and acquisition programs used
by government and industry. We provide world-class talent, proven management and technical processes to manage
some of the most complex projects throughout their lifecycle, from concept through deployment. The systems
engineering services we provide include requirement analysis, development and management; systems development
and integration; enterprise architecture and concept of operations; and systems engineering and technical assistance.

Our proprietary systems engineering toolset, the ManTech Enterprise Framework, provides a regimented and
interdisciplinary approach for transitioning from a stated need to an operationally effective and suitable system,
service or capability. The framework is an overarching and proven process that integrates the full spectrum of project
management, systems engineering and acquisition practices needed to effectively manage a project or system over its
lifecycle. Through it, we address a full 360-degree perspective of a program, including disciplines of system, software,
hardware, communications, reliability, safety and test engineering, as well as modeling, simulation and analysis. Our
long-term commitment to the systems engineering discipline is exemplified by achieving a Capability Maturity
Model® Integration (CMMI) Level 3 rating for Software and Systems Engineering.

Test and Evaluation

We provide T&E services to a wide range of defense, intelligence, homeland security and space customers. We
provide comprehensive T&E services for tactical and strategic C4ISR systems and national security systems and IT
systems. Our knowledge of DoD testing and evaluation policies and procedures ensures that technical solutions are
complete and align with test requirements. Our T&E services are closely linked with our systems engineering
capabilities, and include specific competencies in test engineering, preparation and planning; modeling and
simulation; test range operations and management; systems and cyber vulnerability; and independent validation and
verification.

Our developmental T&E professionals verify systems for all types of federal acquisition programs, from planning
through reporting phases. Our test engineers develop requirements and assess the technical maturity of systems before
those systems are designated as programs of record. We monitor and review vendor testing to verify system
performance against the technical specifications, and we plan and conduct developmental testing to ensure that
systems are ready for operational testing.
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Our operational T&E professionals plan and execute a wide array of operational programs to ensure that systems meet
requirements for effectiveness, suitability, interoperability and survivability in operational environments. Our test
engineers plan and conduct integrated testing to streamline cost, schedule and risk during operational testing.

We also test complex and mission-critical hardware and software systems used by our customers. We have played key
roles in improving the performance, reliability, maintainability, supportability and weapons effectiveness of all Navy
in-service rotary and fixed wing platforms and their associated systems and ordnance. Likewise, we maintain a facility
to support Marine Corps intelligence systems research and development, providing T&E services that ensure these
systems meet specified requirements for Marines in the field.

Command, Control, Communications, Computers, Intelligence, Surveillance and Reconnaissance
We are a proven leader in the design, development, analysis, implementation and support of all aspects of C4ISR
systems and technology. Our experience includes ground, airborne and space domains, to include

command-and-control infrastructure, ISR
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platforms and sensors, and the communication, dissemination and analysis of data. We have developed, tested, fielded
and supported systems for the U.S. government across the globe, and have provided C4ISR operations and
maintenance support for every major military deployment since Operation Desert Storm.

Our C4ISR solutions and capabilities also include live, constructive and virtual training and simulation; supporting
telecommunications systems and elevated sensors; developing, testing and incorporating new technology; and
installing, sustaining and providing training for new solutions.

Training

We deliver advanced training solutions using a range of environments, including, live, virtual, constructive, immersive
and gaming scenarios. We leverage dedicated subject matter experts, a virtual cyber training range, and our
longstanding, acclaimed learning center, ManTech University, in developing customized training solutions for our
customers. We have also developed an online interactive multimedia instruction authoring environment that allows us
to create optimal environments for "sharable content object reference" models to enhance e-learning.

Specific offerings include mobile training teams; instructional systems design; web-based and instructor-led training;
live, virtual, constructive training; and interactive courseware and simulations. We have met and will continue to meet
the global mission support demands of our customers by providing training and education tools in the most effective
manner for our customers, whether in the classroom, in virtualized environments, or at customer locations in the U.S.
and across the world.

Supply Chain Management and Logistics

We provide supply chain management and logistics services, involving the use of sophisticated systems that secure the
entire supply chain, from supplies to data. Our tools and systems can predict requirements and provide secure,
real-time tracking analysis and reporting data to meet our customers' needs. We have overseen some of the most
important mission-critical logistics and supply chain management efforts for the U.S. government and have provided a
full range of logistics and maintenance support across the globe. Our supply chain methods are recognized through the
defense, intelligence and federal civilian communities for the secure movement of data, equipment and sensitive
materials.

Our comprehensive set of integrated logistics and supply chain management services include supply chain
management support (such as warehousing, logistics management, shipping/receiving and global property
management), maintenance and reset of ground vehicles and electronics, business process outsourcing, transportation
using contracted and government provided services and other field services support (including fielding, training and
operations support).

Management Consulting

We help organizations improve their performance by providing objective advice, specialized expertise and access to
industry best practices in the form of progress evaluation and analysis, organizational change management, policy and
governance development, risk management, strategy development, operational and efficiency improvements,
environmental engineering, and technology implementation and advisory support. Specific applications include
environmental, range and sustainability services; healthcare analytics; and "big data" solutions to drive better
decision-making and controls.

Our management consulting solutions include a focus on transforming health care by analyzing, designing,
implementing, and evaluating information and communication systems that enhance individual and population health
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outcomes, improve patient care and strengthen the clinician-patient relationship. ManTech collaborates with clinicians
in the development of health informatics tools that promote safe, efficient, effective, timely, patient-centered and
equitable patient care. We also collect, manage and analyze large amounts of demographic and clinical data to help
our customers prevent and treat disease, improving the health and quality of life in communities across the U.S. and
worldwide.

We are also a leader in the fields of environmental, range and sustainability planning, regulatory compliance,
biological resources and policy development. Our multidisciplinary staff of planners, scientists, analysts and managers
have the education, experience and expertise needed to develop and execute comprehensive sustainability strategies
and environmental compliance programs for government and industry. We work with our customer to manage and
comply with important environmental laws and provide ocean and coastal environmental planning, coastal zone
management planning, biological surveys and monitoring, bioacoustics and noise analysis, habitat restoration,
invasive species management and solid-waste compliance support.
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Our Customers

We derive the vast majority of our revenues from U.S. government customers. We have successful, long-standing
relationships with these customers, having supported many of them for almost half a century. For each of the last three
years we have derived approximately 99% of our annual revenues from our U.S. government customers, with at least
90% of our revenues each such year from national security and defense customers.

Foreign Operations

We treat sales to U.S. government customers as sales within the United States regardless of where the services are
performed. U.S. revenues were approximately 99.9%, 99.7% and 99.8% of our total revenues for the years ended
December 31, 2015, 2014 and 2013, respectively. International revenues were approximately 0.1%, 0.3% and 0.2% of
our total revenues for the years ended December 31, 2015, 2014 and 2013, respectively. We have recently made
efforts to expand our international operations, primarily in support of allied nation governments, and we anticipate
that our percentage of international revenues will increase from historical levels.

Backlog

At December 31, 2015, our backlog was $4.1 billion, of which $1.0 billion was funded backlog. At December 31,
2014, our backlog was $3.3 billion, of which $0.8 billion was funded backlog. We expect that approximately 32% of
our total backlog will be recognized as revenues prior to December 31, 2016.

We define backlog as our estimate of the remaining future revenues from existing signed contracts, assuming the
exercise of all options relating to such contracts and including executed task orders issued under Indefinite
Quantity/Indefinite Delivery (ID/IQ) contracts. We also include an estimate of revenues for solutions that we believe
we will be asked to provide in the future under the terms of ID/IQ contracts for which there are established patterns of
revenues.

We define funded backlog to be the portion of backlog for which funding currently is appropriated and allocated to the
contract by the purchasing agency or otherwise authorized for payment by the customer upon completion of a
specified portion of work. Our funded backlog does not include the full value of our contracts because Congress often
appropriates funds for a particular program or contract on a yearly or quarterly basis, even though the contract may
call for performance over a much longer period of time.

A variety of circumstances or events may cause changes in the amount of our backlog and funded backlog, including
the execution of new contracts, the extension of existing contracts, the non-renewal or completion of current contracts,

the early termination of contracts, and adjustments to estimates for previously included contracts. Changes in the
amount of our funded backlog also are affected by the funding cycles of the government.

Patents, Trademarks, Trade Secrets and Licenses

We own a limited number of patents. We also maintain a number of trademarks and service marks to identify and
distinguish the goods and services we offer. While we protect our patents, marks, trade secrets and vital confidential
information, our business does not depend on the existence or protection of such intellectual property.

Seasonality

Our business is not seasonal. However, it is not uncommon for U.S. government agencies to award extra tasks or
complete other contract actions in the weeks before the end of the U.S. government's fiscal year (a government fiscal
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year (GFY) begins on October 1 and ends on September 30) in order to avoid the loss of unexpended fiscal year
funds. Additionally, our quarterly results are impacted by the number of working days in a given quarter. There are
generally fewer working days for our employees to generate revenues in the first and fourth quarters of our fiscal year.

Business Environment and Competitive Landscape

Our primary customer is the U.S. government, the largest consumer of services and solutions in the United States. In
U.S. GFY 2015, the U.S. government obligated approximately $272 billion on contracted services. Our principal
focus is on the national security and defense of the United States homeland. The DoD is the largest purchaser of
services and solutions in the U.S. government. With a GFY 2016 budget of $522 billion, the DoD accounts for
approximately 50% of the total discretionary budget.
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We compete in a market that is shaped by federal budget priorities and constraints, in addition to customer
requirements. Following a decade of uninterrupted growth, federal spending came under pressure beginning in GFY
2012. Over the last several years, the failure to provide timely appropriations and constraints on discretionary
spending created significant uncertainty about funding levels, which in turn caused federal agencies to delay contract
award decisions, change spending patterns and reprioritize IT expenditures. This difficult operational and funding
environment continued into GFY 2015 and adversely affected our financial results.

In addition to the budget constraints of the last several years (which drove extremely competitive bidding, particularly
on sustainment-related opportunities), the government's increased use of a lowest price/technically acceptable (LPTA)
standard in connection with the procurement of certain services also contributed to pricing pressures. The use of an
LPTA standard generally has resulted in lower margins on work procured in this manner compared to comparable
services procured in prior years. At the same time, many government agencies increasingly prioritized setting aside
certain work for small businesses and disadvantaged businesses, which reduced our ability to bid on those
opportunities as a prime contractor. While we were able to pursue some of that work by teaming with small businesses
and disadvantaged businesses, such arrangements typically have resulted in less revenue and profit for us than if we
were permitted to pursue the work on a full and open basis.

The difficult environment caused by the aforementioned developments began to moderate in 2015, as improved
budget clarity resulted in our customers making more award decisions and procuring services to meet mission needs
on a more regular and predictable basis. In December of 2015, Congress passed the Bipartisan Budget Act (BBA), a
measure that alleviates much of the impact of sequestration and other adverse provisions contained in the Budget
Control Act of 2011, provides visibility into funding and spending levels over the near-term and through the 2016
presidential election, and increases the base defense budget $24.4 billion above the enacted GFY 2015 level.
Additionally, we believe that our customers' use of LPTA procurements has leveled off.

Significant global threats of the last year, including the Islamic State in the Middle East, continued instability in Syria
and Iraq, increased concern regarding terrorism in the U.S. homeland and abroad, and cyber aggressions by both state
and non-state actors, continue to demonstrate the importance of preserving defense funding. In Secretary of Defense
Ash Carter's speech to the Economic Club of Washington on February 2, 2016, Secretary Carter indicated that GFY
2017 budget would reflect not only these threats, but will also address the aggression and expanding presence and
influence of "near-peer" nations such as Russia and China, which will require investments in new technologies to
effectively counter those threats. We believe that the U.S. government's spending will remain robust in key areas for
which ManTech is well positioned, including national and homeland security programs, cyber security, sophisticated
intelligence gathering and information sharing activities.

Our key competitors currently include divisions of large defense contractors, as well as a number of mid-size U.S.
government contractors with specialized capabilities. Because of the diverse requirements of U.S. government
customers and the highly competitive nature of large procurements, we frequently collaborate with these and other
companies to compete for large contracts and we bid against these companies in other situations.

Company Information Available on the Internet

Our Internet address is www.mantech.com. Through links on the Investor Relations section of our website, we make
available, free of charge, our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K and any amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as
soon as reasonably practicable after we electronically file such material with, or furnish it to, the Securities and
Exchange Commission (SEC).

Item 1A. Risk Factors
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Set forth below are the risks that we believe are material to our investors. You should carefully consider the following
risks, together with the other information contained in or incorporated by reference into this Annual Report on Form
10-K, including our consolidated financial statements and notes thereto. Any of the following risks could materially
and adversely affect our business, financial condition, results of operations and prospects, as well as the actual
outcome of matters as to which forward-looking statements are made in this Annual Report.

The risks described below are not the only risks we face. Additional risks and uncertainties not currently known to us,
or those we currently deem to be immaterial, may also materially and adversely affect our business, financial
condition or results of operations. This section contains forward-looking statements. You should refer to the
explanation of the qualification and limitations of forward-looking statements set forth at the beginning of this Annual
Report.
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Risks Related to Our Business

We depend on contracts with the U.S. government for substantially all of our revenues. If our relationships with the
U.S. government were harmed, our business, future revenues and growth prospects could be adversely affected.

We derive the vast majority of our revenues from our U.S. government customers. We expect that U.S. government
contracts will continue to be the primary source of our revenues for the foreseeable future. Our business, prospects,
financial condition or operating results could be materially harmed if:

We are suspended or debarred from contracting with the U.S. government or a significant government agencys;
Our reputation or relationship with government agencies is impaired; or
The government ceases to do business with us, or significantly decreases the amount of business it does with us.

Among the key factors in maintaining our relationships with U.S. government agencies are our performance on our
contracts and task orders, the strength of our professional reputation and the relationships of our senior management
and key program personnel with our customers.

We derive most of our revenues from contracts awarded through competitive bidding processes, and our revenue and
profitability may be adversely impacted if we fail to compete effectively in such processes, or if there are delays as a
result of our competitors' protests of contract awards that we receive.

We derive a significant portion of revenues from U.S. government contracts awarded through a competitive bidding
process. We do not anticipate that this will change in the foreseeable future. Our failure to compete effectively in this
procurement environment would have a material adverse impact on our revenue and profitability. The competitive
bidding process involves risk and significant costs to businesses operating in this environment including:

Spending substantial cost and managerial time and effort to prepare bids and proposals for contracts that may
not be awarded to us, which may result in reduced profitability;

Expending resources and making financial commitments (such as procuring leased premises) and bidding on
programs in advance of the completion of their design, which may result in unforeseen difficulties in execution, cost
overruns, or, in the case of unsuccessful competitions, the loss of committed costs.

Incurring expense and delays due to protests by our competitors or other challenges of contract awards made to us,
including the risk that any such protest or challenge could result in the resubmission of bids on modified
specifications, or in the termination, reduction or modification of the awarded contract, which may result in reduced
profitability;

Continuing U.S. government prioritization of socio-economic policies and goals that result in set-aside funds to small
businesses and disadvantaged businesses in the procurement of contracted services; and

Failing to accurately estimate the resources and cost structure that will be required to service any contract we are
awarded.

Additionally, over the last several years, many of our customers have emphasized low cost as a key criteria in their

procurement evaluation process. This focus has increased competitive pricing pressures and has resulted in a reduction
to the profits we expect to earn on certain of our U.S. government contracts. Specifically, the continued or increased
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use by the U.S. government of an LPTA standard for contract awards may require us to continue to bid work in a
manner that is less profitable than in the past.

If we are unable to win particular contracts that are awarded through the competitive bidding process, in addition to

the risk that our operating results may be adversely affected, we may be unable to operate in the market for services
that are provided under those contracts for a number of years.

10
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A decline in the U.S. government budget, changes in spending or budgetary priorities, the failure by Congress to
approve budgets on a timely basis for federal agencies we support, or delays in contract awards and procurement
activity may adversely affect our future results and limit our growth prospects.

Our business depends upon continued U.S. government expenditures on intelligence, defense, homeland security,
federal health IT and other programs that we support. These expenditures have not remained constant over time. Over
the last couple years, in the face of growing national debt and long-term fiscal challenges facing the nation, spending
levels for U.S. government programs generally, and in particular the U.S. defense budget, have come under pressure.
During this period, Congress failed to approve budgets on a timely basis, eventually resulting in a government
shutdown. Notwithstanding the recent stabilization of base budgets and improved budget clarity, discretionary
spending may remain constrained, affect future levels of expenditures (or timing of expenditures), place pressure on
operating margins, or result in a shift of expenditures to programs that we do not currently support, thereby adversely
impacting our future results of operations. A reduction in the amount of services that we contract to provide, or the
incorporation of less favorable terms in existing or future contracts, could adversely impact our business and future
results of operations.

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

We operate in highly competitive markets and generally encounter intense competition to win contracts, which are
usually subject to competitive bidding processes. We may not be able to continue to win competitively awarded
contracts at historic levels. We compete with larger companies that have greater financial resources and larger
technical staffs than we have. We also compete with smaller, more specialized companies that are able to concentrate
their resources on a few particular procurements. To remain competitive, we must provide superior service 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 better contract terms than we can provide, including price, technical qualifications,
past contract experience, geographic presence, and the availability of qualified professional personnel. In particular,
increased efforts by our competitors to meet U.S. government requirements for efficiency and cost reduction may
necessitate that we become more competitive with respect to price, and thereby potentially reduce our profit margins,
in order to win or maintain contracts. In addition, our competitors may consolidate or establish teaming or other
relationships among themselves or with third parties to increase their ability to address customer needs and be more
competitive than we are. This increased competition may adversely impact our future revenues, profits and growth
prospects.

If we fail to recruit and retain employees with specialized skill sets or security clearances, we might not be able to
perform under our contracts or win new business, we might be required to subcontract more work than is optimal, and
our growth may be limited.

To be competitive, we must have employees who have advanced IT and technical services skills and who work well
with our customers in a government or defense-related environment. Often, these employees must have some of the
highest security clearances in the United States. These employees are in great demand and are likely to remain a
limited resource for the foreseeable future. If we are unable to recruit and retain a sufficient number of these
employees, our ability to maintain and grow our business could be adversely impacted. If we are required to use more
contracted personnel, our profit margins could also be adversely affected. In addition, some of our contracts contain
provisions requiring us to staff a program with certain personnel that the customer considers key to our successful
performance under the contract. In the event we are unable to provide these key personnel or acceptable substitutions,
the customer may terminate the contract and we may not be able to recover certain incurred costs.
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Our earnings and profitability may be adversely affected if we do not accurately estimate the expenses, time and
resources necessary to satisfy some of our contractual obligations.

We enter into three types of U.S. government contracts for our services: cost-reimbursable, time-and-materials and

fixed-price. Our customers have increasingly procured our services under cost-reimbursable contracts, which tend to
offer lower margin opportunities than other contract types.

11
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For our last three fiscal years, we derived revenues from such contracts as follows:

Year Ended

December 31,

2015 2014 2013
Cost-reimbursable 67.8 % 68.9 % 72.3 %
Fixed-price 20.7 % 21.1 % 16.8 %
Time-and-materials 11.5 % 10.0 % 10.9 %
Total 100.0 % 100.0 % 100.0 %

Each of these types of contracts, to varying degrees, involves some risk that we could underestimate our cost of
fulfilling the contract, which may reduce the profit we earn or lead to a financial loss on the contract.

Under cost-reimbursable contracts, we are reimbursed for allowable costs and paid a fee, which may be fixed or
performance-based. To the extent that the actual costs incurred in performing a cost-reimbursable contract are within
the contract ceiling and allowable under the terms of the contract and applicable regulations, we are entitled to
reimbursement of our costs, plus a profit. However, if our costs exceed the ceiling or are not allowable under the
terms of the contract or applicable regulations, we may not be able to recover those costs. In particular, there is
increasing focus by the U.S. government on the extent to which contractors are able to receive reimbursement for
employee compensation.

Under fixed-price contracts, we perform specific tasks for a fixed price. Compared to cost-plus contracts,
fixed-price contracts generally offer higher margin opportunities, but involve greater financial risk because we
bear the impact of cost overruns, which could result in increased costs and expenses. Because we assume such
risk, an increase in the percentage of fixed-price contracts in our contract mix, whether caused by a shift by the
U.S. government toward a preference for fixed-price contracts or otherwise, could increase the risk that we
suffer losses if we underestimate the level of effort required to perform the contractual obligations.

Under time-and-material contracts, we are reimbursed for labor at negotiated hourly billing rates and for certain
expenses. We assume financial risk on time-and-material contracts because we assume the risk of performing those

contracts at negotiated hourly rates.

Our profits could be adversely affected if our costs under any of these contracts exceed the assumptions we used in
bidding for the contract.

U.S. government contracts contain provisions giving government customers a variety of rights that are unfavorable to
us, including the ability to terminate a contract at any time for convenience.

U.S. government contracts contain provisions and are subject to laws and regulations that give the government rights
and remedies not typically found in commercial contracts. These provisions may allow the government to:

Terminate existing contracts for convenience, as well as for default;
Reduce orders under, or otherwise modify, contracts or subcontracts;

Cancel multi-year contracts and related orders if funds for contract performance for any subsequent year become
unavailable;
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Decline to exercise an option to renew multi-year contracts or issue task orders in connection with multiple award
contracts;

Suspend or debar us from doing business with the U.S. government or with a government agency;
Prohibit future procurement awards with a particular agency as a result of a finding of an organizational conflict of

tnterest based upon prior related work performed for the agency that is deemed to give a contractor an unfair
advantage over competing contractors;

12
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Subject the award of contracts to protest by competitors, which may require the contracting federal agency or
department to suspend our performance pending the outcome of the protest and may also result in a requirement to
resubmit offers for the contract or in the termination, reduction or modification of the awarded contract;

Terminate our facility security clearances and thereby prevent us from receiving classified contracts;
Claim rights in products and systems produced by us; and
€Control or prohibit the export of our products and services.

If the government terminates a contract for convenience, we may recover only our incurred or committed costs,
settlement expenses and profit on work completed prior to the termination. If the government terminates a contract for
default, we may not even recover those amounts, and instead may be liable for excess costs incurred by the
government in procuring undelivered items and services from another source. If one of our government customers
were to unexpectedly terminate, cancel or decline to exercise an option to renew one or more of our significant
contracts or programs, our revenues and operating results would be materially harmed.

We may not realize as revenue the full value of our backlog, which could adversely affect our expected future
revenues and growth prospects.

As of December 31, 2015, our backlog was $4.1 billion, of which $1.0 billion was funded. Backlog is our estimate of
the remaining future revenues from existing signed contracts, assuming the exercise of all options relating to such
contracts and including executed task orders issued under ID/IQ contracts. Backlog also includes estimates of
revenues for solutions that we believe we will be asked to provide in the future under the terms of ID/IQ contracts for
which we have an established pattern of revenues. Our estimates are based on our experience using such vehicles and
similar contracts. However, our estimates of future revenues are inexact and the receipt and timing of any of these
revenues are subject to various contingencies, many of which are beyond our control. The actual accrual and
recognition of revenues on programs that are included in backlog may never occur or may change for a number of
reasons, including if a program is changed, delayed or cancelled; if the funding or scope of a contract is reduced,
modified, delayed or terminated early (including as a result of a lack of appropriated funds or as a result of cost
cutting initiatives); if an option that we have assumed would be exercised is not exercised; or if our estimates
regarding the amount of services that we will provide under contracts prove to be inaccurate. Our unfunded backlog,
in particular, contains management's estimate of amounts expected to be realized on unfunded contract work, and this
work may never be realized as revenues. If we fail to realize as revenues amounts included in our backlog, our future
revenues and growth prospects may be adversely affected.

Acquisitions could result in operating difficulties, dilution or other adverse consequences to our business.

One of our key operating strategies is to selectively pursue acquisitions. Our acquisitions strategy poses many risks,
including:

As aresult of an acquisition, we may need to record write-downs from future impairments of intangible assets, which
could reduce our future reported earnings;

We may have difficulty retaining an acquired company's key employees, customers or contracts (particularly, with
respect to certain agencies, where awards were not made on a full and open basis);

We may have difficulty integrating acquired businesses, resulting in unforeseen difficulties, such as incompatible
accounting, information management or other control systems; and

24



Edgar Filing: MANTECH INTERNATIONAL CORP - Form 10-K

Acquisitions may disrupt our business or distract our management from other responsibilities.

In connection with any acquisition that we make, there may be liabilities that we fail to discover or that we
inadequately assess. Acquired entities may not operate profitably or result in improved operating performance.
Additionally, we may not realize anticipated synergies. If our acquisitions perform poorly, our business and financial
results could be adversely affected.

Goodwill represents a significant asset on our balance sheet, and changes in future business conditions could cause
these investments to become impaired, requiring substantial write-downs that would reduce our operating income.

As of December 31, 2015, our goodwill was $920 million. The amount of our recorded goodwill may substantially
increase in the future as a result of any acquisitions that we make. We evaluate the recoverability of recorded goodwill
amounts annually, or when evidence of potential impairment exists. Impairment analysis is based on several factors
requiring judgment and the use
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of estimates, which are inherently uncertain and based on assumptions that may prove to be inaccurate. Additionally,
material changes in our financial outlook, as well as events outside of our control, such as deteriorating market
conditions for companies in our industry, may indicate a potential impairment. When there is an impairment, we are
required to write down the recorded amount of goodwill, which is reflected as a charge against operating income.

If we fail to comply with complex laws and procurement regulations, we could lose business and be liable for various
penalties or sanctions.

We must comply with laws and regulations relating to the formation, administration and performance of U.S.
government contracts. These laws and regulations affect how we conduct business with our U.S. government
customers. In complying with these laws and regulations, we may incur additional costs. Non-compliance could result
in the imposition of fines and penalties, including contractual damages. Among the more significant laws and
regulations affecting our business are the following:

The Federal Acquisition Regulation, which comprehensively regulates the formation, administration and performance
of U.S. government contracts;

The Truth in Negotiations Act, which requires certification and disclosure of all cost and pricing data in connection
with contract negotiations;

The Cost Accounting Standards and Cost Principles, which impose accounting requirements that govern our right to
reimbursement under certain cost-based U.S. government contracts;

Laws, regulations and executive orders restricting the use and dissemination of information classified for national
security purposes and the export of certain products, services and technical data;

U.S. export controls, which apply when we engage in international work; and
The Foreign Corrupt Practices Act.

Failure to comply with these laws and regulations can lead to severe penalties, both civil and criminal, and can include
suspension or debarment from contracting with the U.S. government.

Our contracting agency customers periodically review our compliance with laws and procurement regulations, as well
as our performance under the terms of our U.S. government contracts. If a government review or investigation
uncovers 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 the suspension or debarment from doing business with federal government agencies.

Additionally, the False Claims Act provides for substantial damages and penalties where, for example, a contractor
presents a false or fraudulent claim to the government for payment or approval. Actions under the False Claims Act
may be brought by the government or by other persons on behalf of the government (who may then share a portion of
any recovery).

If we fail to comply with these laws and regulations, we may also suffer harm to our reputation, which could impair
our ability to win awards of contracts in the future or receive renewals of existing contracts. If we are subject to civil
and criminal penalties and administrative sanctions or suffer harm to our reputation, our current business, future
prospects, financial condition or operating results could be materially harmed.
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Unfavorable U.S. government audits or results of other investigations could subject us to penalties or sanctions,
adversely affect our profitability, harm our reputation and relationships with our customers or impair our ability to win
new contracts.

The Defense Contract Audit Agency (DCAA), Defense Contract Management Agency (DCMA) and other
government agencies routinely audit and investigate government contracts and contractor systems. These agencies
review our contract performance, cost structure and compliance with applicable laws, regulations and standards. The
DCAA also reviews the adequacy of, and compliance with, internal control systems and policies, including
accounting, purchasing, estimating, compensation and management information systems. Allegations of impropriety
or deficient controls could harm our reputation or influence the award of new contracts. Any costs found to be
improperly allocated to a specific contract will not be reimbursed, while such costs already reimbursed must be
refunded. In recent years, U.S. government contractors have faced increased scrutiny by the DCAA and other U.S.
government agencies. If any of our internal control systems or policies is found to be non-compliant or inadequate,
payments may be withheld or suspended under our contracts, or we may be subject to increased government scrutiny
and approval
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requirements that could delay or adversely affect our ability to invoice and receive timely payment for services we
perform on our contracts. Adverse findings by DCAA may also impair our ability to compete for and win new
contracts with the U.S. government. As a result, a DCAA audit could materially affect our competitive position and
result in a substantial adjustment to our revenues and adversely affect our profitability.

Our failure to maintain strong relationships with other contractors, or the failure of contractors with whom we have
entered into a subcontract or prime contract relationship to meet their contractual obligations to us or our clients, could
have a material adverse effect on our business and results of operations.

As a prime contractor, we often rely on other companies to perform some of the work under a contract, and we expect
to continue to depend on relationships with other contractors for portions of our delivery of services and revenue for
the foreseeable future. There is a risk that we may have disputes with our subcontractors regarding a variety of issues,
including the quality and timeliness of work performed by the subcontractor, client concerns about the subcontractor,
our failure to extend existing task orders or issue new task orders under a subcontract, or our hiring of a subcontractor’s
personnel. In addition, if any of our subcontractors fail to deliver supplies or perform services on a timely basis, our
ability to fulfill our obligations as a prime contractor may be jeopardized and could result in our customer terminating
our contract for default. A termination for default could expose us to liability and have an adverse effect on our ability
to compete for future contracts and orders.

We derive a portion of our revenues from contracts where we are a subcontractor to other companies that have
contracted directly with the end customer. As a subcontractor, we often lack control over whether the terms of the
prime contract are being satisfied. Poor performance on such contracts could impact our reputation, even if we
perform as required. In addition, as a subcontractor, we may be unable to collect payments owed to us by the prime
contractor, even if we have performed our obligations, if the prime contractor has failed to satisfy the terms of the
prime contract.

We occasionally enter into joint ventures with other companies to jointly bid on and perform a particular project. The
success of our joint ventures typically depends on the satisfactory performance of contractual obligations by our joint
venture partners. If our partners do not meet their obligations, our joint ventures may be unable to adequately perform
and deliver the contracted services. Under these circumstances, we may be required to make additional investments
and provide additional services to ensure the adequate performance and delivery of the contracted services. These
additional obligations could result in reduced profits or, in some cases, significant losses for us with respect to the
joint venture, and could also adversely affect our reputation.

Internal system or service failures, including those resulting from cyber or other security threats, could disrupt our
business and impair our ability to effectively provide services to our customers, which could damage our reputation
and have a material adverse effect on our business and results of operations.

We create, implement and maintain I'T and engineering systems, and provide services that are often critical to our
customers' operations, some of which involve classified or other sensitive information in intelligence, national security
and other classified or sensitive customer functions. We are subject to systems or service failures (both our own
failures and the failures of third-party service providers), which may be caused by natural disasters, power shortages
or terrorist attacks, as well as from continuous exposure to cyber and other security threats, including computer
viruses, attacks by computer hackers and physical break-ins. We also face a heightened risk of a security breach or
disruption due to our custody of classified and other sensitive information. Many government contractors have already
been targeted and these types of attacks are likely to occur in the future. Attacks on our network or other systems
could result in the loss of customer or proprietary data, interruptions or delays in our customers' business, and damage
to our reputation, which could have a material adverse effect on our business and results of operations. In addition, the
failure or disruption of our systems, communications or utilities could result in the interruption or suspension of our
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operations, which could have a material adverse effect on our business and results of operations.
If our systems, services or other applications have significant defects or errors, if we are successfully attacked by
cyber or other security threats, or if we suffer delivery delays or otherwise fail to meet our customers' expectations, we
may:
dose revenue due to adverse customer reaction;
be required to provide additional services to a customer at no charge;
tncur additional costs related to monitoring and increasing our cyber security;

{ose revenue due to the deployment of internal staff for remediation efforts instead of customer assignments;

receive negative publicity, which could damage our reputation and adversely affect our ability to attract or retain
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customers;
be unable to successfully market services that rely on the creation and maintenance of secure IT systems;

suffer claims for substantial damages, particularly as a result of any successful network or systems breach and
exfiltration of customer information; or

incur significant costs complying with applicable federal or state laws, including laws governing protection of
personal information.

In addition to costs related to contract performance or required corrective action, these failures may result in increased
costs or loss of revenues if our customers terminate or reduce the scope of our contracts, or do not renew our contracts
as a result of such failures.

Our errors and omissions insurance coverage may not continue to be available on reasonable terms or in sufficient
amounts to cover one or more large claims, or the insurer may disclaim coverage as to some types of future claims. A
successful large claim against us could seriously harm our business, and any claim, whether successful or not, may
result in significant legal and other costs, may be a distraction to our management and may harm our customer
relationships.

Security breaches in customer systems could adversely affect our business.

Many of the programs we support and the systems we develop, install and maintain involve managing and protecting
information involved in intelligence, national security and other classified or sensitive customer functions. Losses
from a security breach in one of these systems could cause serious harm to our business, damage our reputation, and
prevent us from being eligible for further work on critical systems for our current customers or for other U.S.
government customers generally. Losses could also exceed the policy limits that we have for errors and omissions and
product liability insurance coverage. Damage to our reputation or limitations on our eligibility for additional work
could materially reduce our revenues.

We face risks associated with our international business.

Our business operations are subject to a variety of risks associated with conducting business internationally, including:
€Changes in or interpretations of foreign laws or policies that may adversely affect the performance of our services;
Political instability in foreign countries;

Conducting business in places where laws, business practices and customs are unfamiliar, unknown or inconsistent
with U.S. requirements;

Customary business practices and other factors in foreign countries, including requirements to provide up-front
performance bonds (guaranteed by a letter of credit from our lender), may involve uncertainties not associated with
the business of contracting with the U.S. government, including potential difficulties in collecting receivables and
fewer available remedies to the contractor in the event of contract disputes or contract terminations;

Imposition of limitations on or increase of withholding and other taxes on payments by foreign subsidiaries or joint
ventures;
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Currency fluctuations and devaluations and limitations on the conversion of foreign currencies into U.S. dollars; and

Compliance with a variety of international and U.S. laws, including the Foreign Corrupt Practices Act and U.S. export
control regulations.

Although such risks have not significantly impacted our business to date, these regulatory, geopolitical and other risks

could have an adverse effect on our business in the future, particularly if we increase the amount of work that we plan
to perform internationally.
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Covenants in the instruments governing our revolving credit facility may restrict our financial and operating
flexibility.

We maintain a credit agreement with a syndicate of lenders led by Bank of America, N.A., as administrative agent.
The credit agreement provides for a $500 million revolving credit facility. The maturity date for the credit agreement
is June 13, 2019. The credit agreement requires the Company to comply with specified financial covenants, including
the maintenance of certain consolidated total leverage ratios and a certain fixed charge coverage ratio, and contains
negative covenants that, among other things, may limit or impose restrictions on the ability of the Company to incur
additional indebtedness, make investments, make acquisitions and undertake certain other actions. Additionally, an
event of default under the Credit Agreement could result in our creditors exercising rights that could have a material
adverse effect on our business.

Our business operations in foreign countries involve considerable risks and hazards. An accident or incident involving
our employees or third parties could harm our reputation, affect our ability to compete for business, and if not
adequately insured or indemnified, adversely affect our results of operations and financial condition.

We provide services in foreign countries that may be experiencing political unrest, war or terrorism. In these
deployments, we are exposed to risk of liabilities arising from accidents or incidents involving our employees or third
parties. Accidents or incidents could involve significant injury or other claims by employees or third parties. We may
encounter unexpected costs in connection with additional risks inherent to such deployments, such as increased
insurance costs, as well as the repatriation of our employees or executives for reasons beyond our control.

We maintain insurance policies that mitigate risk and potential liabilities related to our foreign operations. Substantial
claims in excess of our insurance coverage could adversely affect our operating performance and may result in
additional expenses and possible loss of revenues. Even fully insured claims may result in negative publicity that
could adversely affect our reputation among our customers and the public, which could cause us to lose existing and
future contracts, make it more difficult to compete effectively for future contracts, and result in additional expenses
and possible loss of revenues.

Risks Related to Our Stock

Our quarterly operating results may fluctuate.

Our quarterly revenues and operating 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 be of
limited significance in some cases, and as such, you should not rely on our past results as an indication of our future
performance. In addition to the risk factors already identified in this section of our Form 10-K, a number of additional
factors could cause our revenues, cash flows and operating results to vary from quarter-to-quarter, including:
Fluctuations in revenues earned on fixed-price contracts and contracts with a performance-based fee structure;
Commencement, completion or termination of contracts during any particular quarter;

iming of significant bid and proposal costs;

Variable purchasing patterns under government contracts, blanket purchase agreements and ID/IQ contracts;

Seasonal or quarterly fluctuations in our workdays and staff utilization
rates;
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Strategic decisions, such as acquisitions, divestitures, spin-offs and joint ventures; and
€Changes in the volume of purchase requests from customers for equipment and materials.

Because a relatively large amount of our expenses are fixed, cash flows from our operations may vary significantly as
a result of changes in the level of services we provide under existing contracts and the number of contracts that are
commenced, completed or terminated during any quarter. Depending on the nature of the contract, we may incur
significant operating expenses during the start-up and early stages of large contracts, and in such cases we typically do
not receive corresponding payments from the customer in that same quarter. We may also incur significant or
unanticipated expenses when a contract expires, terminates or is not renewed.
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We may change our dividend policy in the future.

The Company has maintained a regular cash dividend program since 2011. We anticipate continuing to pay quarterly
dividends during 2016. However, any future payment of dividends, including the timing and amount of any such
dividends, is at the discretion of our Board of Directors and may depend upon our earnings, liquidity, financial
condition, alternate capital deployment opportunities, or any other factors that our Board of Directors considers
relevant. A change in our regular cash dividend program could have an adverse effect on the market price of our
common stock.

Mr. Pedersen, our Chairman and Chief Executive Officer, effectively controls our Company, and his interests may not
be aligned with those of other stockholders.

As of December 31, 2015, Mr. Pedersen owned approximately 35% of our total outstanding shares of common stock.
Holders of our Class B common stock are entitled to ten votes per share, while holders of our Class A common stock
are entitled to only one vote per share. Mr. Pedersen beneficially owned 13,191,845 shares of Class B common stock
as of December 31, 2015; thus he controlled approximately 84% of the combined voting power of our stock as of
December 31, 2015. Accordingly, Mr. Pedersen controls the vote on substantially all matters submitted to a vote of
our stockholders. As long as Mr. Pedersen beneficially owns a majority of the combined voting power of our common
stock, he will have the ability, without the consent of our public stockholders, to elect all members of our Board of
Directors and to control our management and affairs.

Mr. Pedersen's voting control may have the effect of preventing or discouraging transactions involving an actual or a
potential change of control of the Company, regardless of whether a premium is offered over then-current market
prices. Mr. Pedersen will be able to cause a change of control of the Company. Mr. Pedersen's voting control could
adversely affect the trading price of our common stock if investors perceive disadvantages in owning stock in a
company with such concentrated ownership.

Mr. Pedersen could also cause a registration statement to be filed and to become effective under the Securities Act of
1933, thereby permitting him to freely sell or transfer the shares of common stock that he owns, which could

adversely affect the trading price of our stock.

Provisions in our charter documents and Delaware law may inhibit potential acquisition bids that you and other
stockholders may consider favorable, and the market price of our Class A common stock may be lower as a result.

There are provisions in our certificate of incorporation and bylaws that make it more difficult for a third party to
acquire, or attempt to acquire, control of our Company, even if a change of control were considered favorable by you
and other stockholders. Among the provisions that could have an anti-takeover effect, are provisions relating to the
following:

The high vote nature of our Class B common stock;

The ability of the Board of Directors to issue preferred stock;

The inability of stockholders to take action by written consent; and

The advance notice requirements for director nominations or other proposals submitted by our stockholders.

Item 1B. Unresolved SEC Staff Comments
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We have not received any written comments from the SEC staff regarding our periodic or current reports under the
Exchange Act that remain unresolved.

Item 2. Properties

We lease our facilities, including offices, warehouses and labs, and we do not own any facilities or real estate
materially important to our operations. Our facilities are leased in close proximity to our customers. As of
December 31, 2015, we leased 24 facilities throughout the metropolitan Washington, D.C. area and 38 facilities in
other parts of the United States, for approximately 1.5 million square feet. We also have employees working at
customer sites throughout the United States and in other countries. Our leases expire between 2016 and 2022.

We believe our current facilities are adequate to meet our current needs. We do not anticipate any significant difficulty

in renewing our leases or finding alternative space to lease upon the expiration of our leases and to support our future
growth.
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Item 3. Legal Proceedings

We are subject to certain legal proceedings, government audits, investigations, claims and disputes that arise in the
ordinary course of our business. Like most large government defense contractors, our contract costs are audited and
reviewed on a continual basis by an in-house staff of auditors from the DCAA. In addition to these routine audits, we
are subject from time-to-time to audits and investigations by other agencies of the U.S. government. These audits and
investigations are conducted to determine if our performance and administration of our government contracts are
compliant with contractual requirements and applicable federal statutes and regulations. An audit or investigation may
result in a finding that our performance, systems and administration are compliant or, alternatively, may result in the
government initiating proceedings against us or our employees, including administrative proceedings seeking
repayment of monies, suspension and/or debarment from doing business with the U.S. government or a particular
agency or civil or criminal proceedings seeking penalties and/or fines. Audits and investigations conducted by the
U.S. government frequently span several years.

Although we cannot predict the outcome of these and other legal proceedings, investigations, claims and disputes,
based on the information now available to us, we do not believe the ultimate resolution of these matters, either
individually or in the aggregate, will have a material adverse effect on our business, prospects, financial condition or
operating results.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Ttem S Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
“Securities

Market Information

Our Class A common stock has been quoted on the Nasdaq Stock Market under the symbol “MANT” since our initial
public offering on February 7, 2002. The following table sets forth, for the periods indicated, the high and low prices
of our shares of common stock, as reported on the Nasdaq Stock Market.

2015 High Low

First Quarter $35.23 $29.51
Second Quarter $34.24 $27.67
Third Quarter $30.91 $25.20
Fourth Quarter $34.07 $24.90
2014 High Low

First Quarter $31.10 $27.43
Second Quarter $31.32 $27.78
Third Quarter $30.10 $26.36
Fourth Quarter $31.06 $26.09

There is no established public market for our Class B common stock.

As of February 17, 2016, there were 61 holders of record of our Class A common stock and 3 holders of record of our
Class B common stock. The number of holders of record of our Class A common stock is not representative of the
number of beneficial holders because many of the shares are held by depositories, brokers or nominees.

Dividend Policy

During fiscal years 2015 and 2014, we declared and paid quarterly dividends, each in the amount of $0.21 per share,
on all issued and outstanding shares of common stock. For 2016, we anticipate we will continue paying quarterly
dividends; however any future dividends declared will be at the discretion of our Board of Directors and will depend,
among other factors, upon our earnings, liquidity, financial condition, alternate capital allocation opportunities, or any
other factors our Board of Directors deems relevant.

Recent Sales of Unregistered Securities

We did not issue or sell any securities in fiscal year 2015 that were not registered under the Securities Act of 1933.
Equity Compensation Plan Information

Information regarding our equity compensation plans and the securities authorized for issuance thereunder is
incorporated by reference in Item 12 “Security Ownership of Certain Beneficial Owners and Management and Related

Stockholder Matters.”

Purchase of Equity Securities
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The Company did not purchase equity securities during the year ended December 31, 2015.
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Performance Graph

The stock performance graph compares the cumulative total shareholder return of ManTech common stock to the
Nasdaq Composite-Total Returns Index, Standard & Poor's MidCap 400 Index, Russell 2000 Index and North
American Tech Services Index. The period measured is December 31, 2010 to December 31, 2015. The graph
assumes an investment of $100 in ManTech common stock and each of the indices with reinvestment of all dividends.

21

39



Edgar Filing: MANTECH INTERNATIONAL CORP - Form 10-K

Item 6. Selected Financial Data

The selected financial data presented for each of the five years ended December 31, 2015 is derived from our audited
consolidated financial statements. The selected financial data presented should be read in conjunction with our
consolidated financial statements, the notes to our consolidated financial statements and Item 7 “Management's
Discussion and Analysis of Financial Condition and Results of Operations.”

Year Ended
December 31,
2015 2014 (1) 2013 (2) 2012 2011
(in thousands, except per share amounts)
Statement of Income and Loss Data:

Revenues $1,550,117 $1,773,981 $2,310,072 $2,582,295 $2,869,982
Operating income $84,886 $94.816 $22.243 $170,988 $227,354
Net income (loss) $51,127 $47,294 $(6,149 ) $95,019 $133,306
Basic earnings (loss) per share (Class A and B) $1.36 $1.27 $(0.17 ) $2.57 $3.64
g;luted earnings (loss) per share (Class A and $1.36 $1.27 $(0.17 ) $2.57 $3.63
Dividend per share $0.84 $0.84 $0.84 $0.84 $0.84
Balance Sheet Data:

Working capital $189,276 $195,491 $453,560 $357,909 $300,366
Goodwill (3) $919,591 $851,640 $752,867 $861,912 $808,455
Total assets $1,506,424 $1,487,402 $1,723,402 $1,841,909 $1,760,206
Long-term debt $— $— $200,000 $200,000 $200,000

(1) On April 15, 2014, we paid the redemption price plus accrued and unpaid interest on our 7.25% senior unsecured
notes issued on April 13, 2010 for $200.0 million. As a result of the redemption of our 7.25% senior unsecured notes,
we recorded a loss on the extinguishment of debt for $10.1 million as non-operating income. For additional
information on the redemption of our 7.25% senior unsecured notes, see Note 8 to our consolidated financial
statements in Item 8.

(2) We recorded a non-cash goodwill impairment charge of $118.4 million.

(3) Over the past five years, we completed 9 acquisitions. In aggregate, these acquisitions have added $310.2 million
in goodwill. For additional information on our recent acquisitions, see Note 3 to our consolidated financial statements
in Item 8.

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

The following discussion of our financial condition and results of operations should be read together with the
consolidated financial statements and the notes to those statements included in Item 8 “Financial Statements and
Supplemental Data.” This discussion contains forward-looking statements that involve risks and uncertainties. For a
description of these forward-looking statements, refer to Part I “Cautionary Statement Concerning Forward-Looking
Statements.” A description of factors that could cause actual results to differ materially from the results we anticipate
include, but are not limited to, those discussed in Item 1A “Risk Factors,” as well as those discussed elsewhere in this
Annual Report.

Overview
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ManTech provides innovative technologies and solutions for mission-critical national security programs for the
intelligence community; the departments of Defense, State, Homeland Security, Health and Human Services, Veteran
Affairs and Justice, including the FBI; the space communities; and other U.S. government customers.

We derive revenues primarily from contracts with U.S. government agencies that are focused on national security and
consequently our operational results are affected by U.S. government spending levels in the areas of defense, federal
health information technology (IT), intelligence and homeland security. Over the last few years, financial performance
in our industry has been adversely impacted by public and political pressure regarding government funding levels,
uncertainty about the appropriations process and delays in contract awards and spending. The delays in contract
awards in 2014 and the first half of 2015 have had continued impacts on our performance. In addition, as U.S. forces
have withdrawn from Afghanistan, revenues
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from our contracts in support of Overseas Contingency Operations (OCO) have substantially declined over the past
few years. OCO work has leveled off in 2015 and we expect it to remain stable through 2016. Currently, industry
conditions are beginning to improve and we believe we are well positioned to meet our customers' needs and grow our
business as we move beyond 2015.

Despite improving conditions around funding, appropriations and contract award activities, our industry remains price
sensitive. Many of our customers continue to make contract awards based on lower cost as well as overall technical
solutions. To ensure our cost structure remains competitive, we continually evaluate and adjust our levels of indirect
spending to stay in line with the expected business opportunities. As such, we expect to maintain, as a percentage of
revenue, a consistent level of general and administrative expenses.

Our strategy includes a focus on business development and bid and proposal spending on larger contract award
opportunities, many in excess of $100 million. We believe our strong position as a prime contractor and our broad
array of service offerings are a competitive advantage. During 2015, we submitted approximately $5.1 billion in
proposals, of which $3.8 billion were bid as a prime on the contract. In 2016, we plan to expand our service offerings
internationally, supporting allied governments with services similar to our federal government support. Additionally,
leveraging our strong balance sheet, we will continue to pursue acquisitions that broaden our domain expertise and
service offerings and/or establish relationships with new customers. Since going public in 2002, we have acquired and
integrated 24 businesses into our operations. During 2015, we acquired and integrated Welkin Associates, Ltd.
(Welkin) and Knowledge Consulting Group, Inc. (KCG).

Revenues

Substantially all of our revenues are derived from services and solutions provided to the U.S. government or to prime
contractors supporting the U.S. government, including services provided by our employees and our subcontractors,
and solutions that include third-party hardware and software that we purchase and integrate as a part of our overall
solutions. Customer requirements may vary from period-to-period depending on specific contract and customer
requirements. The following table shows revenues from each type of customer as a percentage of total revenues for
the periods presented.

Year Ended

December 31,

2015 2014 2013
Department of Defense and intelligence agencies 90.7 % 92.2 % 95.6 %
Federal civilian agencies 8.2 % 6.7 % 3.4 %
State agencies, international agencies and commercial entities 1.1 % 1.1 % 1.0 %
Total 100.0 % 100.0 % 100.0 %

Our prime contractor revenues as a percentage of our total revenues were 88%, 89% and 91% for the years ended
December 31, 2015, 2014 and 2013, respectively.

We provide our services and solutions under three types of contracts: cost-reimbursable; time-and-materials; and
fixed-price.

Cost-reimbursable contracts-Under cost-reimbursable contracts, we are reimbursed for costs that are determined to be
reasonable, allowable and allocable to the contract and paid a fee representing the profit margin negotiated between us
and the contracting agency, which may be fixed or performance based. Under cost-reimbursable contracts we
recognize revenues and an estimate of applicable fees earned as costs are incurred. We consider fixed fees under
cost-reimbursable contracts to be earned in proportion to the allowable costs incurred in performance of the contract.
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For performance based fees under cost-reimbursable contracts, we recognize the relevant portion of the expected fee
to be awarded by the customer at the time such fee can be reasonably estimated, based on factors such as our prior
award experience and communications with the customer regarding performance, or upon customer approval.

Fixed-price contracts-Under fixed-price contracts, we perform specific tasks for a fixed price. Fixed-price contracts
may include either a product delivery or specific service performance over a defined period. Revenues on fixed-price
contracts that provide for the Company to render services throughout a period are recognized as earned according to
contract terms as the service is provided on a proportionate performance basis. For fixed-price contracts that provide
for the delivery of a specific product with related customer acceptance provisions, revenues are recognized as those
products are delivered and accepted.

Time-and-materials contracts-Under time-and-materials contracts, we are reimbursed for labor at fixed hourly rates
and generally reimbursed separately for allowable materials, costs and expenses at cost. We recognize revenues under

time-and-
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materials contracts by multiplying the number of direct labor hours expended by the contract billing rates and adding
the effect of other billable direct costs.

Our contract mix varies from year-to-year due to numerous factors, including our business strategies and U.S.
government procurement objectives. The following table shows revenues from each of these types of contracts as a
percentage of total revenues for the periods presented.

Year Ended

December 31,

2015 2014 2013
Cost-reimbursable 67.8 % 68.9 % 72.3 %
Fixed-price 20.7 % 21.1 % 16.8 %
Time-and-materials 11.5 % 10.0 % 10.9 %
Total 100.0 % 100.0 % 100.0 %

Under cost-reimbursable contracts, there is limited financial risk, because we are reimbursed for all allowable direct
and indirect costs. However, profit margins on this type of contract tend to be lower than on time-and-materials and
fixed-price contracts.

Cost of Services

Cost of services primarily includes direct costs incurred to provide services and solutions to our customers. The most
significant portion of these costs are direct labor costs, including salaries and wages, plus associated fringe benefits of
our employees directly serving customers, in addition to the related management, facilities and infrastructure costs.
Cost of services also includes other direct costs, such as the costs of subcontractors and outside consultants and
third-party materials, including hardware or software that we purchase and provide to the customer as part of an
integrated solution.

Changes in the mix of services and equipment provided under our contracts can result in variability in our contract
margins. Since we earn higher profits on our own labor services, we expect the ratio of cost of services as a percent of
revenues to decline when our labor services mix increases relative to subcontracted labor or third-party materials.
Conversely, as subcontracted labor or third-party material purchases for customers increases relative to our own labor
services, we expect the ratio of cost of services as a percent of revenues to increase.

The proportion that cost of services bears to revenues varies in part based on our mix of revenues by contract type. In
general, cost-reimbursable contracts are the least profitable of our government contracts but offer the lowest risk of
loss. Under time-and-materials contracts, to the extent that our actual labor costs are higher or lower than the billing
rates under the contract, our profit under the contract may either be greater or less than we anticipated or we may
suffer a loss under the contract. In general, we realize a higher profit margin on work performed under
time-and-materials contracts than cost-reimbursable contracts. Fixed-price contracts generally offer higher profit
margin opportunities but can involve greater financial risk because we bear the impact of cost overruns in return for
the full benefit of any cost savings.

General and Administrative Expenses

General and administrative expenses include the salaries and wages, plus associated fringe benefits of our employees
not performing work directly for customers, and associated facilities costs. Among the functions covered by these
costs are corporate business development, bid and proposal, contracts administration, finance and accounting, legal,

corporate governance and executive and senior management. In addition, we included stock-based compensation, as
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well as depreciation and amortization expenses related to the general and administrative function. Depreciation and
amortization expenses include the depreciation of computers, furniture and other equipment, the amortization of third
party software we use internally, leasehold improvements and intangible assets. Intangible assets include customer
relationships and contract backlogs acquired in business combinations, and are amortized over their estimated useful
lives.

We classify indirect costs incurred as cost of services and general and administrative expenses in the same manner as
such costs are defined in our disclosure statements under U.S. Government Cost Accounting Standards. Effective
January 1, 2014, we updated our disclosure statements with the Defense Contract Management Agency (DCMA),
resulting in certain costs being classified differently either as cost of services or as general and administrative
expenses on a prospective basis. This change caused a net increase in the reported cost of services and a net decrease
in reported general and administrative expenses in 2015
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and 2014 as compared to 2013; however, total operating costs were not affected by this change.

Interest Expense

Interest expense is primarily related to interest expense incurred or accrued under our outstanding borrowings on our
debt and deferred financing charges.

Interest Income

Interest income is primarily from cash on hand and late invoice payments by the government.

Results of Operations

Year Ended December 31, 2015 Compared to Year Ended December 31, 2014

Consolidated Statements of Income

The following table sets forth certain items from our consolidated statements of income and the relative percentages

that certain items of expense and earnings bear to revenues as well as the year-over-year change from December 31,
2014 to December 31, 2015.

g:ié:;ggreg 1, Year-to-Year Change

2015 2014 2015 2014 2014 to 2015

Dollars Percentages Dollars Percent

(dollars in thousands)
REVENUES $1,550,117 $1,773,981 100.0 % 100.0 % $(223,864 ) (12.6 )%
Cost of services 1,320,697 1,524,208 85.2 % 85.9 % (203,511 ) (134 )%
General and administrative 4 53, 154,957 9.3 % 8.8 % (10423 ) (6.7 )%
expenses
OPERATING INCOME 84,886 94,816 5.5 % 5.3 % (9,930 ) (10.5 )%
Loss on extinguishment of debt — (10,074 ) — % 0.6 % (10,074 ) (100.0 )%
Interest expense (1,193 ) (5,802 ) 0.1 % 0.2 % (4,609 ) (79.4 )%
Interest income 160 394 — % — % (234 ) (59.4 )%
Other income (expense), net 1,501 (233 ) 0.1 % — % 1,734 744.2 %
INCOME FROM
OPERATIONS BEFORE
INCOME TAXES AND 85,354 79,101 5.5 % 4.5 % 6,253 7.9 %
EQUITY METHOD
INVESTMENTS
Provision for income taxes (34,366 ) (31,525 ) 2.2 % 1.8 % 2,841 9.0 %
Equity in gains (losses) of
urcllcorzlsolidgated subsidiaries 139 (282 ) — % — % 421 149.3 %
NET INCOME $51,127 $47,294 3.3 % 2.7 % $3,833 8.1 %

Revenues

The primary driver of our decrease in revenues relates to reduced requirements supporting C4ISR systems and
Mine-Resistance Ambush-Protected (MRAP) vehicles to the U.S. Army, including, reductions in OCO as a result of
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the withdrawal of U.S. forces and reduction in military operations in Afghanistan. Additionally, revenues were
impacted by reductions in scope or contracts that ended. These reductions were partially offset by revenues from our
acquisitions and new contract awards.

Cost of services
The decrease in cost of services was primarily due to reductions in revenues. As a percentage of revenues, direct labor
costs increased to 48.7% for the year ended December 31, 2015, as compared to 43.4% for the same period in 2014,

due to the higher
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labor content on our core non-OCO contracts and a focus on performing more services with our own personnel versus
subcontractors. As a percentage of revenues, other direct costs, which include subcontractors and third party
equipment and materials used in the performance of our contracts, decreased to 36.5% for the year ended

December 31, 2015, compared to 42.5% for the same period in 2014, primarily due to reduced levels of
subcontracting. We expect cost of services as a percentage of revenues to remain relatively stable or increase slightly
in 2016.

General and administrative expenses

The decrease in general and administrative expenses was due to cost reduction measures. As a percentage of revenues,
general and administrative expenses increased for the year ended December 31, 2015 when compared to the same
period in 2014, due to reduced revenues. We expect general and administrative expenses as a percentage of revenues
to decrease slightly in 2016.

Loss on extinguishment of debt

As a result of the redemption of our 7.25% senior unsecured notes on April 15, 2014, we recorded a loss on the
extinguishment of debt for $10.1 million for the year ended December 31, 2014.

Interest expense

The decrease in interest expense was primarily due to the redemption of the 7.25% senior unsecured notes on
April 15, 2014. We expect a consistent level of interest expense in 2016, as compared to 2015.

Other income (expense), net

The increase in other income was due to the gain on the sale of ManTech Cyber Solutions International (MCSI).
Provision for income taxes

Our effective tax rate is impacted by recurring items, such the relative amount of income we earn in various taxing
jurisdictions and their tax rates. It is also affected by discrete items that may occur in any given year, but are not
consistent from year-to-year. Our effective income tax rates were 40.2% and 40.0% for the years ended December 31,
2015 and 2014, respectively. In 2016, we expect our effective tax rate to remain relatively consistent.

Equity in gains (losses) of unconsolidated subsidiaries

Equity in gains (losses) of unconsolidated subsidiaries represents earnings or losses from joint ventures that we
account for under the equity method. The increase is primarily due to earnings from the GenTech Partners Joint
Venture and the NorthStar Technology Systems, LLC, offset by additional losses from the Fluor-ManTech Logistics,
LLC.
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Year Ended December 31, 2014 Compared to Year Ended December 31, 2013
Consolidated Statements of Income and Loss
The following table sets forth certain items from our consolidated statements of income and the relative percentages

that certain items of expense and earnings bear to revenues as well as the year-over-year change from December 31,
2013 to December 31, 2014.

g:igiggﬁi 1, Year-to-Year Change

2014 2013 2014 2013 2013 to 2014

Dollars Percentages Dollars Percent

(dollars in thousands)
REVENUES $1,773981  $2,310,072  100.0 % 100.0 % $(536,091 ) (23.2 )%
Cost of services 1,524,208 1,995,630 85.9 % 86.4 % (471,422 ) (23.6 )%
General and administrative 5, o5, 173,772 8.8 % 1.5 % (18,815 ) (108 )%
expenses
Goodwill impairment — 118,427 — % 5.1 % (118,427 ) (1000 )%
OPERATING INCOME 94,816 22,243 5.3 % 1.0 % 72,573 326.3 %
Loss on extinguishment of debt (10,074 ) — 0.6 % — % 10,074 100.0 %
Interest expense (5,802 ) (16,266 ) 0.2 % 0.7 % (10,464 ) (64.3 )%
Interest income 394 608 — % — % (214 ) (35.2 )%
Other income (expense), net (233 ) (32 ) — % — % 201 628.1 %
INCOME FROM
OPERATIONS BEFORE
INCOME TAXES AND 79,101 6,553 4.5 % 0.3 % 72,548 1,107.1 %
EQUITY METHOD
INVESTMENTS
Provision for income taxes (31,525 ) (11,842 ) 1.8 % 0.5 % 19,683 166.2 %
Equity in losses of
UI?COI?]SOlidated subsidiaries (282 ) (860 ) — % — % (578 ) (672 )%
NET INCOME (LOSS) $47,294 $(6,149 ) 2.7 % 0.2 % $53,443 869.1 %

Revenues

The primary driver of our decrease in revenues relates to reduced demand for services supporting OCO as a result of
the withdrawal of U.S. forces and reduction in military operations in Afghanistan. The reduction in our OCO related
work in 2014 as compared to the same period in 2013 was primarily due to reduced demand on a sustainment contract
for MRAP vehicles and reduced demand for field service support on C4ISR systems. In addition, we had a surge in
equipment deliveries in the first quarter of 2013 on a contract for IT infrastructure modernization in the intelligence
area as well as programs that ended. These reductions were partially offset by revenue provided from our recent
acquisitions.

Cost of services

The decrease in cost of services was primarily due to reductions in revenues. As a percentage of revenues, direct labor
costs increased to 43.4% for the year ended December 31, 2014, as compared to 37.9% for the same period in 2013.
As a percentage of revenues, other direct costs, which include subcontractors and third party equipment and materials
used in the performance of our contracts, was 42.5% for the year ended December 31, 2014, compared to 48.5% for
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the same period in 2013.
General and administrative expenses

The decrease in general and administrative expenses was due to cost reduction measures, as well as certain costs being
classified as cost of services instead of general and administrative expenses in 2014. We classify indirect costs in a
manner consistent with disclosure statements filed with and approved by DCMA. Effective January 1, 2014, updates
to our disclosure statements resulted in changes to the presentation of certain costs. These changes do not impact the
overall expense incurred or operating income and are presented prospectively. The reclassification of expenses and
cost reductions were partially offset by increased bid and proposal spending in pursuit of larger contract opportunities
and research and development expenditures to
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enhance technologies around our offerings. As a percentage of revenues, general and administrative expenses
increased for the year ended December 31, 2014 when compared to the same period in 2013.

Goodwill impairment

During the fourth quarter of 2013, multiple events and circumstances indicated a significant reduction in the operating
performance outlook of one of our reporting units. These events included being awarded fewer contracts than
anticipated on several competitive opportunities, changing mission priorities of the U.S. government in relation to
certain of our C4ISR contracts and OCO-related work (primarily on maintenance and sustainment of MRAP vehicles),
continued delays in our customers' procurement cycle due, in part, to the U.S. government shutdown, and continued
margin pressure on some of our contracts. The culmination of these events led us to conduct an interim impairment
analysis on the impacted reporting unit. As a result of this analysis, we recorded a non-cash impairment charge of
$118.4 million for the period ending December 31, 2013.

Loss on extinguishment of debt

On April 15, 2014, we paid the redemption price plus accrued and unpaid interest on our 7.25% senior unsecured
notes. The 7.25% senior unsecured notes were redeemed at a redemption price of 103.625% of the principal amount of
the outstanding 7.25% senior unsecured notes, or $207.3 million. As a result of the redemption of our 7.25% senior
unsecured notes, we recorded a loss on the extinguishment of debt for $10.1 million for the year ended December 31,
2014.

Interest expense

The decrease in interest expense was primarily due to the redemption of the 7.25% senior unsecured notes on
April 15, 2014.

Provision for income taxes

Our effective tax rate is affected by recurring items, such as tax rates and the relative amount of income we earn in
various taxing jurisdictions. It is also affected by discrete items that may occur in any given year, but are not
consistent from year-to-year. Our effective income tax rates were 40.0% and 208.0% for the years ended

December 31, 2014 and 2013, respectively. The decrease in the effective tax rate is due to the non-deductible portion
of the non-cash goodwill impairment charge in 2013. Absent the effects of the goodwill impairment change in 2013,
our effective tax rate increased. This increase is largely driven by a reduction of work performed outside the U.S.,
which increased the proportion of our income apportioned to state jurisdictions. In addition, 2013 contained a one time
tax basis deduction on an investment.

Equity in losses of unconsolidated subsidiaries

Equity in losses of unconsolidated subsidiaries represents earnings or losses from joint ventures that we account for
under the equity method. The losses are primarily due to bid and proposal expenditures of our Fluor-ManTech
Logistics Solutions, LLC joint venture.

Backlog

For the years ended December 31, 2015, 2014 and 2013 our backlog was $4.1 billion, $3.3 billion and $3.9 billion,

respectively, of which $1.0 billion, $0.8 billion and $1.1 billion, respectively, was funded backlog. The increase in our
backlog is due to our receipt of new awards in 2015. Backlog represents estimates that we calculate on a consistent
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basis. For additional information on how we compute backlog, see “Backlog” in Item 1 “Business.”
Liquidity and Capital Resources

Historically, our primary liquidity needs have been the financing of acquisitions, working capital, payment under our
cash dividend program and capital expenditures. Our primary sources of liquidity are cash provided by operations and
our revolving credit facility.

On December 31, 2015, our cash and cash equivalents balance was $41.3 million. There were no outstanding
borrowings under our revolving credit facility at December 31, 2015. At December 31, 2015, we were contingently
liable under letters of credit totaling $19.2 million, which reduced our ability to borrow under our revolving credit
facility by that amount. The maximum available borrowings under our revolving credit facility at December 31, 2015
were $480.8 million. On April 15, 2014, we paid the redemption price plus accrued and unpaid interest on our 7.25%
senior unsecured notes. The 7.25% senior unsecured notes were redeemed at a redemption price of 103.625% of the
principal amount of the outstanding 7.25% senior unsecured notes, or
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$207.3 million.

Generally, cash provided by operating activities is adequate to fund our operations, including payments under our
regular cash dividend program. Due to fluctuations in our cash flows and level of operations, it may become necessary
from time-to-time to increase borrowings under our revolving credit facility to meet cash demands.

Cash Flows from Operating Activities

Our operating cash flow is primarily affected by our ability to invoice and collect from our clients in a timely manner,
our ability to manage our vendor payments and the overall profitability of our contracts. We bill most of our
customers monthly after services are rendered. Our accounts receivable days sales outstanding (DSO) were 68 and 83
for the years ended December 31, 2015 and 2014, respectively. This improvement is due to efficiencies made in our
billing processes and a greater focus on collections. In 2016, we expect DSO levels to remain consistent with 2015
levels. For the years ended December 31, 2015, 2014 and 2013, our net cash flows from operating activities were
$153.9 million, $126.9 million and $188.3 million, respectively. The increase in net cash flows from operating
activities during the year ended December 31, 2015 when compared to the same period in 2014 was primarily due to
significant improvements in our DSO, our ability to manage vendor payments and higher net income. The decrease in
net cash flows from operating activities during the year ended December 31, 2014 compared to the same period in
2013 was primarily due to lower amounts of income, excluding the effects of the 2013 non-cash goodwill impairment
charge, and a lower volume of sales in 2014.

Cash Flows from Investing Activities

Our cash flow from investing activities consists primarily of business combinations, purchases of property and
equipment and investments in capitalized software for internal use. For the years ended December 31, 2015, 2014 and
2013 our net cash outflows from investing activities were $112.7 million, $135.9 million and $24.8 million,
respectively. For the year ended December 31, 2015, our net cash outflows from investing activities were primarily
due to the acquisitions of KCG and Welkin, our investment in CounterTack Inc. and capital expenditures. For the year
ended December 31, 2014, our net cash outflows from investing activities were primarily due to the acquisitions of
7Delta, Inc. and Allied Technology Group, Inc. and capital expenditures. For the year ended December 31, 2013, our
net cash outflows from investing activities were due to the acquisition of ALTA Systems, Inc. and