HIGHLIGHTS AND CONTENTS

HIGHLIGHTS

STRATEGIC REPORT

STATUTORY RESULTS

UNDERLYING RESULTS b

REVENUEa

REVENUE

£7.5bn

-4.0%

(2017: £7.8bn)

£7.3bn
ADJUSTED PBITAc

(2017: £492m)

(2017: £474m)

EPSa

5.3p -65.4%
(2017: 15.3p)

+1.1%

(2017: £7.2bn)

ADJUSTED PBITAa, c

£460m -6.5%

KPI

£474m
ADJUSTED EPS

(2017: £488m)

(2017: £516m)

9.70p
(2017: 9.70p)

GOVERNANCE REPORT

(2017: 16.7p)

OPERATING CASH FLOW

DIVIDEND PER SHARE

KPI

16.7p

OPERATING CASH FLOW

£413m -15.4%

KPI

KPI

£453m -12.2%

Chairman’s statement
Board of directors
Executive committee
Corporate governance report
Audit committee report
Directors’ remuneration report
Directors’ report
Directors’ responsibilities


FINANCIAL REPORT

NON-FINANCIAL KPI
HEALTH AND SAFETY

KPI

67%

Reduction in road traffic fatalities
since 2013

Visit: g4s.com for more information.
The Chief Financial Officer’s review is
on pages 43 to 56.
a. During 2017 and 2018, the Group sold/exited 24
businesses which contributed revenues of £105 million
in 2018 (2017: £304 million) and are reflected in the
year-on-year change in statutory results but excluded
from underlying results.
b. Underlying results are Alternative Performance
Measures (APMs) as defined and described on page
40 and exclude results from disposed businesses and
onerous contracts and specific and other separately
disclosed items. Underlying results are reconciled to
statutory results on page 56.
c. Adjusted PBITA is an Alternative Performance
Measure as described on page 41.
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Business overview – Secure Solutions
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Stakeholder engagement
Our strategy
Key performance indicators
CSR performance
Alternative Performance Measures
Chief Financial Officer’s review
Regional and service line review
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Independent auditor’s report
Consolidated income statement
Consolidated statement
of comprehensive income
Consolidated statement of changes
in equity
Consolidated statement of
financial position
Consolidated statement of cash flows
Notes to the consolidated
financial statements
Parent company statement of changes
in equity
Parent company statement
of financial position
Notes to the parent company
financial statements
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Group financial record
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KPI

Financial KPI.

KPI

Other financial and non-financial KPIs.

1
2
6
8
12
16
18
34
38
40
43
57
64


72
74
76
78
98
105
128
131


132
144
145
146
147
148
149
217
218
219
227
228

Please see pages 38 to 39 for a
description of the Group’s financial and
non-financial KPIs and how they link to
the Group’s strategic priorities.
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CHIEF EXECUTIVE’S REVIEW

INTEGRATED
SOLUTIONS IN A
CONNECTED WORLD
Our Secure Solutions business delivered underlying revenue
growth of 3% and profit margins rose from 6.2% to 6.5%
reflecting the benefits of commercial discipline, service innovation
and productivity gains. As expected, this was offset by the effect
of challenging trading conditions in a number of Cash Solutions
markets and a strong comparative performance in Retail Cash
Solutions in 2017. Overall, the Group delivered underlying
earnings in line with the previous year.
ASHLEY ALMANZA,

Group Chief Executive Officer

“Since 2013, underlying revenues have
grown by 18% and Adjusted EPS
by 56%, while we have generated
operating cash flow of nearly £3 billion.
The Group’s strong cash generation
has enabled us to invest in technology
and pay dividends of more than £850
million. At the same time, we have
invested in the successful development
of products and services for our
customers and strengthened the
Group’s balance sheet.
The Group is reviewing separation
options for the Global Cash Division.
We believe that a separation has the
clear potential to enhance the focus and
success of both the Secure Solutions
and the Cash Solutions businesses and
to unlock substantial shareholder value.”
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Our sales wins in the second half of 2018 have underpinned
a good start to the year and this, together with growing
technology-enabled services in both our cash and security
businesses, supports a positive outlook for 2019.

STRATEGIC CONTEXT
Our customers operate in an increasingly
connected world and this trend is set to continue
driven by global investment in infrastructure,
communications, technology and artificial
intelligence and data applications. The rapid
growth in connectivity brings substantial social and
economic benefits. It also creates complex risks
and threats for our customers and we continue to
invest in the people, skills and technology needed
to provide our customers with the industry-leading
solutions that help them to operate safely, reliably
and efficiently in a connected world.
Central to our customer value proposition is our
understanding of our customers’ objectives and
our assessment of their opportunities, risks and
threats. Over the past five years we have invested
in the skills and organisational capacity required to
provide professional assessments that provide the
foundation for the innovative solutions that we
design and deliver in both Secure Solutions and
Cash Solutions.
We believe that G4S has considerable competitive
advantage in our increasingly connected world.
G4S possesses the scale, resources and capabilities
necessary to develop and deliver the innovative
solutions needed by our customers, and our
unique global market positions enable us to
offer this to customers on a consistent basis
across the globe. We are not complacent about
our competitive advantage and have continued
to invest in the people, skills and technology
needed to be an industry leader and to offer and
deliver an outstanding value proposition to our
customers. I’m pleased to say that, despite tough
trading conditions in 2018, these investments are
delivering benefits for customers and shareholders

£7.3bn
Underlying revenue in 2018

546,000
Employees

90+
Countries of operation
across six continents

STAKEHOLDER CONSIDERATIONS FOR THE SEPARATION REVIEW
In evaluating the rationale for the separation, the directors will consider the potential benefits to all
stakeholders including customers, employees, shareholders and the communities in which we operate.
We believe that separation would produce enhanced strategic, commercial and operational focus and
that this has the potential to strengthen innovation, customer service and margins.
Our aim is to create two strong independent companies each being an exciting, rewarding and fulfilling
business in which to work.

in many of our key markets. The board and executive
team are excited by our plans to extend these
services across the Group as a whole.

PROGRESS WITH THE GROUP’S
TRANSFORMATION
The transformation programme we launched at the
end of 2013 has continued to deliver substantial
benefit in a number of important areas:
■■ Values and Culture: We have established and
promoted simple and clear corporate values
that build a culture based on Integrity, Respect,
Safety, Security, Service Excellence, Innovation
and Teamwork. Our regular management
and employee engagement surveys show that
employees positively identify with these G4S values
(see page 6).
■■ Health & Safety: We have invested in people,
training and systems and the Group’s fatalities
have significantly reduced over the past six years.
Any fatality is one too many and zero harm
remains our goal.
■■ Focus: The implementation of our portfolio
programme has improved our strategic,
commercial and operational focus and produced
over £560 million proceeds.
■■ Financial performance: Since 2013 the Group’s
underlying revenues have increased by 18% and
underlying earnings per share have increased
by 56%.
■■ Financial strength and dividends: The balance
sheet has been strengthened and £850 million
in dividends have been paid to shareholders.
■■ Innovation: We have developed new products
and services which integrate our security
personnel, risk consulting, technology and data
analysis to provide our customers with innovative,
industry leading solutions that address their
security or cash management needs. The Group’s
technology‑enabled revenues have grown over
the past six years to £2.8 billion for 2018. This
is having a positive impact on our revenue mix,
more than offsetting the effects of competition
in manned security services.
■■ Organisational capability: We developed the
strength and depth of organisational resource,
capability and controls in each of Secure Solutions

and Cash Solutions that enabled us to create the
Global Cash Division and to consolidate Secure
Solutions into four regions in January 2018. This
paved the way for the separation review that we
announced in December 2018.

SEPARATION REVIEW
Following the establishment of our Global Cash
Solutions division on 1 January 2018, the board
announced in December 2018 that the company
is reviewing options for the separation of the Cash
Solutions business from the Group. The company has
appointed accounting, legal, tax, financial and other
advisors and is evaluating a wide range of separation
options, both public and private, with the aim of
maximising shareholder value, having due regard for
the interests of customers, employees, pensioners,
partners and other key stakeholders.
In parallel with the review, the company is taking
steps to enable it to commence the process of
separation in the second half of the year. A final
decision on separation may be subject to approval
by shareholders following a recommendation by the
board. The date of a potential shareholder meeting
is yet to be fixed and is subject to the timing and
completion of a number of key work-streams.
The company expects to provide a detailed update at
the half year results in August.
In the event of separation, we believe that the
successor security and cash management businesses
will be very well positioned to sustain their leading
market positions by investing in growth plans for
their core products, services and solutions. The
separation review will therefore include potential
portfolio actions to further improve the focus and
financial flexibility of the successor Groups in the
event of separation.
Since announcing the separation review, the Group
has received unsolicited expressions of interest in
acquiring the Global Cash Solutions and/or Retail
Cash Solutions businesses. Whilst all credible
proposals will be evaluated by the board, no
assurance can be provided at this stage that any of
these expressions of interest will lead to a proposal or
transaction and the Group will continue to vigorously
pursue all strategic options.

Integrated Report and Accounts 2018 G4S plc
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CHIEF EXECUTIVE’S REVIEW CONTINUED

SECURE SOLUTIONS – STRATEGY,
PERFORMANCE AND OUTLOOK

CASH SOLUTIONS – STRATEGY,
PERFORMANCE AND OUTLOOK

STRATEGY:

STRATEGY:

Our purpose is to create sustainable value by
delivering industry leading, technology-enabled
security solutions and outstanding service for
our customers.

Our strategy is to provide industry leading software,
hardware, systems and services that improve the
security, control and efficiency of our customers’ cash
management. We deliver services including:

Our Secure Solutions strategy addresses the positive,
long-term demand for security services. We do this
by designing and delivering industry leading security
solutions including:

■■ Cash Technology services comprising:
■■ Cash technology focused on the efficient
management of cash, including Retail
Cash Solutions, the leading software and
service solution for large retail formats in
North America.
■■ Deposita, CASH360 and G4S Pay solutions for
medium and small retail formats.
■■ Bank process automation.

■■ Risk consulting.
■■ Premium on-site, mobile and remote security
professionals.
■■ Investigations.
■■ Integrated security systems: design, build, operate
and maintain.
■■ Monitoring and response security operations.
■■ Data analytics and pre-emptive & predictive
security operations.
We operate in over 90 countries around the
world, providing our customers with unmatched
global coverage.

PERFORMANCE AND OUTLOOK
During 2018, our Secure Solutions business delivered
organic revenue growth of 3.0%. Despite tightening
labour supply and intense competition in manned
security services in some geographies, our commercial
discipline, productivity programmes, growing
technology-enabled security revenues meant that we
strengthened our Adjusted PBITA margin in all four
regions and the overall Secure Solutions Adjusted
PBITA margin rose from 6.2% to 6.5%.

■■ Conventional Cash services including Cash in
transit (CIT), cash processing and automated teller
machine (ATM) services.
In order to achieve economies of scale, we have built
number one or number two positions in 41 of the 44
countries in which we operate. In all of these markets,
a very large share of the overall cash handling and
cash management market remains in the hands of
banks, retailers and other businesses whose primary
function is not cash handling. We believe that these
banks and businesses will continue to outsource cash
management services to G4S.
Our improving unit economics, the strength of
our market positions and our innovative cash and
payment technology give us confidence that G4S
Cash Solutions is well positioned to play a leading role
in the next wave of cash management outsourcing.
We have a market leading position in the large
retailer segment in the United States and we are one
of the market leaders globally in the small and midsize business market segments.
Our technology is delivering significant savings
for our customers and provides a valuable higher
margin annuity revenue stream for G4S. Market
penetration is low at this stage and we therefore see
substantial potential for further growth. Indeed we
believe that our cash technology services have the
clear potential to produce profits greater than the
profits from the Group’s conventional cash services in
the medium term.
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PERFORMANCE AND OUTLOOK
During 2018, we continued to experience very
good demand for our cash solutions technology and
the number of bank and business locations that we
serve grew from 19,800 locations to 23,300 locations.
In North America, our operational scale grew in
Retail Cash Solutions, resulting in our Adjusted
PBITA margin growing to c.15% (2017: 11%) for
this business.
In 2017, the Retail Cash Solutions business posted
very strong revenue growth as we mobilised a large
cash technology and services contract in North
America. Whilst we had a number of significant
contract wins in 2018, we did not have a similar
mobilisation to that in 2017, leading to a reduction
in Cash Solutions revenues of 9.3%. Adjusted PBITA
fell by 17.1% reflecting the impact of ATM and bank
branch closures in a number of markets and higher
security costs in Africa (principally South Africa),
partially offset by a £5 million benefit from the early
completion of a bullion centre contract in the UK.
Excluding Retail Cash Solutions, Cash Solutions
revenues grew by 0.5%.
With the trends highlighted above, we believe good
growth opportunities exist in all of our markets where
we possess the infrastructure, technology, licenses
and track record of reliable and efficient delivery, for
banks and retailers to outsource more of their cash
management activity to G4S. In addition, we expect
our network and operational efficiency programmes
to be accretive to profits through 2019 and 2020.

GROUP – PERFORMANCE AND OUTLOOK
PERFORMANCE
Underlying results

Group revenues increased 1.1% and Adjusted PBITA
was in line with the prior year at £474 million.
The Group’s adjusted earnings per share was
unchanged at 16.7 pence per share. Operating
cash flow in 2018 was 96% of Adjusted PBITA
(2017:107%). The Group’s net debt to Adjusted
EBITDA at the year end was 2.7x (2017: 2.4x).

Statutory results

Revenue declined by 4.0% and earnings per share
was down by 65.4%. In January 2019, we announced
that we had reached settlement of a class action
suit relating to claims for meal and rest breaks
under California law, covering approximately 13,500
employees over the period 2001 and 2010. A
provision and specific item for £100 million addressing
the California claim has been reflected in the 2018
results. The cash outflow in respect of the settlement
is expected to be made in the second half of 2019.

The Group has continuously updated its standard
operating procedures in California and there are
no other significant labour claims in California or
elsewhere in the United States. A more detailed
review of the statutory results can be found on
page 44, and a reconciliation to underlying results is
provided on page 50.

OUTLOOK
Our sales wins in the second half of 2018 have
underpinned a good start to 2019. Our growing
technology-enabled services in both our cash
and security businesses, support the Group’s
positive outlook.
We believe the potential separation of the Cash
Solutions business could provide G4S with the
strategic, commercial and operational focus needed
for the next stage of successful development of
both the Cash Solutions and the Secure Solutions
businesses. Combining technology with our
established security offerings is strengthening our
sales mix and contract retention, whilst the rapid
development of our cash technology business has
the clear potential to deliver profits greater than the
global profits of our traditional cash business in the
medium term.
Our business plan reflects our commitment to remain
soundly financed with operating cash flow conversion
of more than 100% of Adjusted PBITA and net
debt to EBITDA of below 2.5x in the medium term.
Priorities for excess cash will be investment, dividends
and, in the near term, further leverage reduction.
The board has proposed to maintain the final
dividend at 6.11p (DK 0.5321). Our policy is to
increase the dividend in line with the long-term
growth in earnings.

CUSTOMERS AND EMPLOYEES
Our customers and our colleagues are at the core
of G4S. I would like to thank our customers for
continuing to place their trust in G4S and to pay
tribute to our 546,000 colleagues who serve our
customers every day.

ASHLEY ALMANZA

Group Chief Executive Officer
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G4S OVERVIEW

INTEGRATED SOLUTIONS
FOR A CONNECTED WORLD
Who we are

What we do

Our values

G4S is the world’s leading global, integrated
security company. We offer a broad range
of security services delivered on a single,
multi-service or integrated basis across
six continents. We have been investing
in technology, software and systems.
The Group’s technology-related security
revenues were £2.8 billion* in 2018
(2017: £2.45 billion).

G4S plays a valuable and important role
in society. As a major global employer
we make a difference by helping people
to live and work in safe and secure
environments. G4S takes a fully integrated
approach to its strategy and Corporate
Social Responsibility (CSR). See page 36 for
more information on our CSR approach
and impact on society.

Our people and values underpin everything
we do.

Countries of operation using
G4S technology
Other countries of operation

OUR GLOBAL FOOTPRINT

90+
COUNTRIES

With 546,000 people, G4S is one of the world’s
largest private sector employers.
Our employees touch the lives of others every
day, providing crucial services to keep them safe
and secure. Our success is underpinned by the
way we lead and engage with our people.

* Revenues from manned security contracts enhanced through G4S software, hardware and security systems.
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OUR BUSINESS

SECURE SOLUTIONS

CASH SOLUTIONS

85%*

15%*

78% SECURITY SOLUTIONS incorporating risk consulting,
on-site, mobile and remote security, technology-enabled
monitoring and response, software and systems and integrated
security solutions combining some or all of these services
7% CARE & JUSTICE SERVICES including custody detention,
education, rehabilitation and transportation.
G4S operates an integrated security business in more than
90 countries across the globe. The global security market has
structural growth qualities (see page 10 for a description of
the growth drivers) and is highly fragmented; there are few
international suppliers and our competitors are typically smaller
local and regional companies.
The security industry is seeing growing demand for technologyenabled and integrated security solutions (which combine
people and technology) to deliver cost-effective security.
We have the market positions, products and services to
capitalise on these trends.
The Group's Care & Justice services businesses are concentrated
in the UK and Australia where we have built significant
knowledge and expertise.
Secure Solutions strategy:
To create more secure and efficient security solutions
for customers:
We aim to differentiate our services by emphasising
our global expertise as an integrated security provider
across more than 90 countries, in six continents
around the world
Through continuous improvement we aim to operate
efficient and effective businesses with a positive
culture and embedded values underpinned by a
strong safety culture
* % of Group underlying revenues.

CASH TECHNOLOGY services comprising of:
■■ Cash technology focused on the efficient management of cash
including Retail Cash Solutions, the leading software and service
solution for large retail formats in North America.
■■ Deposita, Cash360 and G4S Pay solutions for medium and small
retail formats.
■■ Bank process automation.

CONVENTIONAL CASH services - cash in transit (CIT), cash
processing and automated teller machine (ATM) services.
G4S Cash Solutions is one of a small number of large, global
cash businesses and is the market leader or number two
in most of its 44 markets. Each market is highly regulated,
often by central banks, and the business requires significant
infrastructure and expertise. G4S competes with local, national
and a small number of international competitors. Cash volumes
in most developed markets are flat or gradually declining at an
aggregate market level and are growing in emerging markets.
At the end of 2018, G4S announced that the board was
looking at separation options for the cash businesses from the
rest of the Group (see page 2).
Cash Solutions strategy:
Safe and secure operations for our people and valuables
in our cash businesses in 44 countries
Continuously improve the efficiency of our conventional
cash business network of vehicles, vaults and cash
centres serving banks and retailers to encourage them
to outsource more of their cash management activities
and grow our market share
Drive growth through the expansion of our Cash
Technology activities which offer tremendous value to
all retail and banking partners through lower costs and
increased ease in handling cash. These services have low
penetration and strong growth potential in both existing
markets such as the United States and new markets
Integrated Report and Accounts 2018 G4S plc
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BUSINESS OVERVIEW:
SECURE SOLUTIONS
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A CONNECTED
WORLD MEANS
COLLECTIVE
CHALLENGES
Our strategy anticipates and addresses global
security challenges and trends and ensures
G4S is well positioned in an industry expected
to grow 4 - 6% per annum from 2017 to 2027.*
With our global footprint in more than 90
countries, an attractive range of products and
services, and security expertise, we are well
positioned to meet this increased demand.
We continue to develop innovative industryleading solutions that integrate consulting,
technology, people and data analytics to
deliver solutions that are relevant, valuable
and effective for our customers.
We are investing in an efficient and effective
organisation with strong values and a positive
embedded safety culture.
* Freedonia Security Services Report, October 2018.

Our values in action – Department of Work & Pensions, UK

In April 2018, G4S commenced the integrated security
contract for over 790 properties in the UK, including job
centres, for the Department of Work & Pensions (DWP).
The contract will run for an initial period of five years, with
the potential for a two year extension thereafter.
The DWP’s objective was to procure a security service
supportive of their transformation programme which aims
to reduce costs, whilst maintaining safety of the users of
its properties. We will be modernising the way security
is provided using an Effects-Based Methodology "Security
Threat Risk Assessment" which has been aligned with the
Centre for the Protection of National Infrastructure best
practice. Essentially we are looking to minimise threats
by reducing and better managing anxiety of members
of the public at DWP sites, reducing the likelihood of
incidents occurring.
The contract, one of the largest integrated security contracts
to be awarded in the UK, will combine G4S’s security
technology with professionally trained G4S security officers
across the DWP estate, providing an innovative and cost
effective solution to meet the customer’s needs. This is
consistent with our values of Security, Service Excellence,
Innovation and Teamwork.
SDGs:

Integrated Report and Accounts 2018 G4S plc
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BUSINESS OVERVIEW:
SECURE SOLUTIONS

G4S – A WORLD LEADER IN
INTEGRATED SECURITY
MARKET AND SOCIETAL TRENDS

HOW WE ARE POSITIONED

Demand for security is increasing across the globe

Global footprint

4-6%

International and domestic crime remains a significant threat
to society, requiring not only protective security, but also
heightened intelligence and analysis of risk and response.
This heightened awareness provides support for growth in
demand for security services. Barriers to entry in basic manned
security are low, which can result in intense competition in some
markets. The barriers to entry are much higher for integrated
security where G4S has significant, and growing capability which
stems from our scale and resources.

90+ COUNTRIES

Growth per annum
for security services
between 2017-2027*

Customers’ buying processes
are increasingly complex

$80bn

Globalisation and the increasing use of technology
creates a complex set of security risks and threats which
means that the procurement of security services is a
critical activity in an increasing number of customers’
organisations. The global market for security systems
integration is projected to be $80bn by 2021.**

market value for security
systems integration**

Resource scarcity and population growth

Industry consolidation
In certain security markets we have seen some market
consolidation and trends whereby large competitors
aim to provide multi-service bundled and integrated
solutions, sometimes to differentiate away from the more
commoditised manned security market. Technologyenabled solutions is a less commoditised market than
traditional manned security, with a lower number of
capable suppliers as it offers more bespoke solutions
to customers.
* Freedonia Security Services Report, October 2018.
** IHS Markit Report, October 2017.
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100 YEARS’ HERITAGE
We support our knowledge of global security trends
with a deep understanding of our customers’ unique
needs. We have an enviable heritage with more than
100 years in the security industry.

514,000 COLLEAGUES

Global GDP growth per
annum 2018 to 2022
(Source: IMF October
2018)

Technology-enabled security

We recruit, screen and deploy almost 200,000 new
colleagues each year. We have around 514,000
colleagues in the Secure Solutions business.

Technology and innovation
Labour

Cost

Whilst labour costs have increased or are increasing,
particularly in developed markets, the cost of sophisticated
security technology is reducing. Combined with the
additional data and assurance that comes with technology,
these trends are reshaping the security industry. Advances
in technology, such as drones, cloud and artificial
intelligence, are influencing the development of solutions
by G4S to deliver services.

Deep understanding

Security professionals and expertise

4%

The world’s population is growing, becoming more
urbanised and increasingly prosperous, placing significant
strains on raw materials, energy resources and food and
water supplies.

G4S is a market leader and we provide a broad range
of products and services across more than 90 countries.
This breadth provides us with a strong understanding
and clear visibility of how security trends are evolving
across the world.

Technology

Time

6.8%
CAGR in integrated
security systems market
predicted between 2017
and 2022*

£2.8BN TECHNOLOGY-ENABLED
SECURITY REVENUE
We continue to invest in technology to meet the
growing demand for integrated solutions and to
drive the development of innovative new solutions
for customers.

Customer service

49,000 CUSTOMER SURVEYS
Service excellence is one of our core values, an area
in which we continue to invest significantly and during
2018, our businesses received feedback from nearly
49,000 (2017: 24,000) customer surveys using Net
Promoter Score with positive results.

THE VALUE
WE CREATE
FOR OUR
STAKEHOLDERS
SECURE SOLUTIONS – OUR BUSINESS MODEL –
ANTICIPATING OUR CUSTOMERS' NEEDS
We are investing in the resources, skills and capabilities needed to
market, design, build, operate and maintain technology-enabled integrated
security solutions.
This approach provides our customers with industry‑leading services and
solutions that enable them to operate efficiently in an increasingly connected
and complex world. In turn it enables G4S to earn a higher margin on these
valuable services.

SOCIETY
G4S delivers a broad range of
social and economic benefits to the
communities in which we work,
many of which are helping to realise
the United Nations Sustainable
Development Goals (see page 37).
CUSTOMERS

Risk
Assessment

Operate/
Optimise
U
TR

STE

D

56%

CUSTOMER
I

P

PAR

Serving customers in more than 90
countries across six continents.
SHAREHOLDERS

G4S

Build &
Service

90+

R
TNE

SH

Conceptual
Design
Options

Integrated
Solution
Design

At 85% of Group underlying revenues
and 77% of Adjusted PBITA, Secure
Solutions has made a large contribution
to the Group's 56% growth in underlying
EPS since 2013.
EMPLOYEES

514,000
Colleagues employed by G4S Secure
Solutions businesses around the world.

G4S
PEOPLE

G4S
TECHNOLOGY

Risk Consultants

Technologists/Engineers

+

+

Security Officers

Security Technology and Software

SUPPLIERS

26,500
G4S Secure Solutions businesses source
services and products from 26,500
suppliers around the world.

+
Global Security Operations Centres
+
Security and Data Analysts
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BUSINESS OVERVIEW:
CASH SOLUTIONS
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PROVIDING
CASH
SOLUTIONS
In order to achieve economies of scale,
we have built number one or number two
positions in 41 of the 44 countries in which we
operate. In all of these markets, a very large
share of the overall cash handling and cash
management market remains within banks,
retailers and other businesses whose primary
function is not cash handling. We believe that
these banks and businesses will continue to
outsource cash management services to G4S.
Our improving unit economics, the strength of
our market positions and our innovative cash
and payment technology give us confidence
that G4S Cash Solutions is well positioned to
play a leading role in the next wave of cash
management outsourcing. We have a market
leading position in the large retailer segment
in the United States and we are one of the
market leaders globally in the small and midsize business market segments.
Our technology is delivering significant savings
for our customers and provides a valuable
higher margin annuity revenue stream for G4S.
Market penetration is low at this stage and we
therefore see substantial potential for further
growth. Indeed we believe that our cash
technology services have the clear potential to
produce profits greater than the profits from
the Group’s CIT and cash processing business
in the medium term.

Our values in action – Geldmaat, Netherlands
Geldmaat (previously known as GSN) is a cash ‘utility’
organisation founded by ABN AMRO Bank, ING Bank and
Rabobank in the Netherlands in 2011.
Since 2011, G4S has been in a strategic partnership with
Geldmaat and the contract was renewed in 2018 for a
further two years. Under the partnership, G4S ensures
cash availability and affordability, as well as providing cash
transport, ATM servicing and maintenance of 70% of
GSN’s bank branches and ATMs across the Dutch market.
The main benefits of using an integrated cash solution
provided by G4S are service continuity, efficiency gains,
and reduced operational costs, and improved quality
of service.

SDGs:

Integrated Report and Accounts 2018 G4S plc
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BUSINESS OVERVIEW:
CASH SOLUTIONS

G4S CONNECTING
CASH SOLUTIONS

In January 2018, the Group established the Global Cash
Solutions division and in December 2018, the board
announced it was reviewing options for the separation of
the Group’s Cash Solutions businesses from the Group.
The board believes that a separation of Cash Solutions has
the clear potential to enhance the focus and success of both
businesses and unlock substantial shareholder value.

MARKET AND SOCIETAL TRENDS

HOW WE ARE POSITIONED

Global cash-usage trends

Global footprint

Cash usage is typically driven by country-specific
legislation, domestic non-cash payment initiatives and
sovereign currencies. Across all markets, the availability of
cash is important for the financial inclusion of all groups
in society including those who do not have ready access
to non-cash means of payment, including un-banked
individuals and groups.

Network consolidation
The importance of maintaining strong unit cost economics
has encouraged network rationalisation and we believe
that with lower cash volumes in some markets together
with new higher value-added services partly cannibalising
traditional cash-in-transit services, it is likely that
some, if not all cash markets will experience network
consolidation. A number of industry participants have
publicly stated that they are looking to make acquisitions,
whereas our priority has been to consolidate market share
organically by stimulating the next wave of outsourcing
and by deploying more efficient technology to maximise
our market share.

Retail and non-bank opportunities
In many markets, retailers and businesses operate in very
competitive environments and are looking to reduce
costs including cash handling and to free up idle cash
sitting in tills, safes, vehicles and cash-processing centres.
G4S software and service, enhanced smart safes and
cash recycling services offer a compelling commercial
proposition to retailers by enabling a step-change in the
efficiency of their cash operations.

Bank branch automation and
outsourced cash processing
Banks and financial institutions are also under pressure
to be more efficient, lower the cost of cash handling
and reduce their branch network whilst maintaining
customer access and service. We have developed market
leading integrated technology to address these areas
which combines hardware, proprietary cash management
software, real-time banking integration, same day credit
and customer service and support.

* Freedonia Security Services Report, October 2018.
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2bn

44 COUNTRIES OF OPERATION

People globally don’t
have bank accounts

We have a unique portfolio of market leading cash
management businesses serving customers.

$19bn

Market leading positions

Global value of Cashin-Transit and related
services in 2017*

We have focused our business into key markets with
stronger growth potential and are number one or two
in 41 out of the 44 countries we have cash businesses.

75-80%

Market leading Retail Cash Solutions technology

Reduction in labour costs

Our cash software is deployed at 23,300 (2017:
19,800) locations across North America, Europe, Asia
Pacific and Africa including at some of the world’s
largest retailers. Global market penetration of this type
of cash management software is at an early stage and
we believe that our technology has significant growth
potential.

80%

Technology and innovation

Up to 80% idle cash
freed up when retailers
use Retail Cash Solutions
technology

1 OR 2 IN 41 COUNTRIES

23,300 LOCATIONS

We have been developing integrated technology to
improve efficiency combining hardware, proprietary
cash management software, real-time banking
integration, same day credit and customer service and
support. See page 28.

THE VALUE
WE CREATE
FOR OUR
STAKEHOLDERS
CASH SOLUTIONS – OUR BUSINESS MODEL –
TRANSFORMING THE WAY CASH IS MANAGED
■■ We provide cash solutions and services that materially improve the control and
efficiency of our customers’ cash handling.
■■ We continue to invest in innovative products and services such as Retail Cash
Solutions, CASH360, Deposita and bank branch automation.
■■ We believe that we have a significant opportunity to extend and grow our new
technology and services across our global markets.

We believe that the profits generated
from new cash technology could exceed
those from traditional cash services in the
medium term.
SOCIETY

>$5tn
Productivity
enhancements
and service
TR

Product and
service investment
and innovation

US

TED

G4S
CUSTOMERS

Expanding
into new
markets

PARTN

ER

S

G4S’ Retail Cash Solutions technology
results in 40-60% fewer journeys by cash
transportation vehicles saving on fuel costs
and helping reduce traffic congestion and
carbon emissions.
CUSTOMERS

£25bn

HI

P

Investment
in industryshaping
proprietary
software
and services

More than $5 trillion cash is in circulation,
according to the Bank for International
Settlements. Cash is used around the
world and we are helping to ensure
cash payments are cost effective. The
availability and sustainable usage of cash is
important to provide choice for customers
and for the financial inclusion of vulnerable
groups, such as the elderly and people
with disabilities or those living in rural
areas.

We estimate that the addressable market
for smart safes and recycling solutions is
around £25bn per annum.

Strong sales pipeline
in technologyenabled cash
solutions

EMPLOYEES

32,000
#1 OR 2 MARKET LEADING
POSITIONS IN 41 OF 44 COUNTRIES

Over 32,000 colleagues are employed by
our Cash Solutions businesses.
SHAREHOLDERS

G4S Network

G4S People

G4S Technology

2-3x
Cash and payment technology has the
potential to grow to be two to three
times larger in the medium term.
Integrated Report and Accounts 2018 G4S plc
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STAKEHOLDER ENGAGEMENT

ENGAGING TO
DELIVER VALUE
Our key stakeholders are those who most materially impact our strategy, or are directly
impacted by it. Engagement with stakeholders is essential for G4S, given our role in
society, the global nature of our business and our substantial workforce.
KEY STAKEHOLDERS
SOCIETY
Our employees touch the lives
of others every day, providing
crucial services to help keep
society safe and secure.

CUSTOMERS
Through understanding our
customers’ needs we offer value
added, innovative, cost effective
security solutions and build
enduring relationships.

SHAREHOLDERS
The company actively seeks to
engage with shareholders on a
regular basis.

EMPLOYEES
With 546,000 colleagues, G4S is
one of the world’s largest private
sector employers. Our success is
underpinned by the way we lead
and engage with our people.

SUPPLIERS
We have a responsible
purchasing policy consistent with
our business ethics.
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HOW WE ENGAGE
■■
■■
■■
■■
■■
■■
■■

Operations which promote secure and stable communities
CSR Materiality Review with key stakeholders (see pages 36 and 85)
Community engagement programmes
Substantial tax and economic contributions
Government relationships and parliamentary engagement
NGO and UN agency engagement
Industry forums

■■
■■
■■
■■
■■

Consultative approach to selling and bidding for contracts
Proactive relationship management
Bidding processes
Customer service
Net promoter score

■■
■■
■■
■■
■■
■■
■■

One-on-one meetings between management and shareholders
Group investor meetings hosted by management
Results announcements and trading updates
Participation in investor relations association and best practice events
Annual governance meetings with the Chairman and ad-hoc meetings
CSR updates with the Chair of the CSR committee
Annual General Meeting

■■
■■
■■
■■
■■
■■
■■

HR core standards set the framework for employee engagement
Onboarding, induction and refresher training
Local and global meetings
Biennial global all-employee and senior management engagement surveys
Trade unions, works councils and employee representative forums
Newsletters, videos, employee self-service portals, and intranets
Specific campaigns on health & safety, our values and Speak Out whistleblowing
arrangements
■■ Values recognition schemes

■■
■■
■■
■■

We purchase goods and services from more than 40,000 suppliers
Contract and relationship management
Supplier Code of Conduct
Purchase to Pay process

G4S plc Integrated Report and Accounts 2018

Understanding stakeholders’ interests helps us define our strategic priorities
and guide our initiatives and remuneration policies. We run a formal exercise
every two years to identify our material CSR priorities (see pages 36 and 85).
KEY AREAS OF
INTEREST

OUR RESPONSE AND KPIS

LINKS TO STRATEGY

■■
■■
■■
■■
■■
■■

Slavery and Human Trafficking Statement
UN Global Compact: Communication on Progress
Global employee engagement survey (see page 23)
Values awareness and training programmes
Engagement with Parliamentary committees
Industry forums including: International Security Ligue, British
Security Industry Association, Confederation of British Industry
■■ MP engagement and site visits, especially to custodial detention
facilities

Strategy

■■ Quality and price
of service delivery
■■ Expertise innovation
■■ Health & safety
■■ Business ethics

■■ 1.1% underlying revenue growth in 2018
■■ Almost 49,000 customers surveyed using net promoter score in
2018, with positive results in all markets (2017: 24,000)
■■ Feedback from unsuccessful contract bids

Remuneration Policy

■■ Financial performance
■■ Strategic direction and
coherence
■■ Governance and
risk management

■■ CEO and CFO met with shareholders representing
over 67% of the share register and 163 institutions
(see page 86 for more information)
■■ 1.1% underlying revenue growth in 2018
■■ £474 million underlying Adjusted PBITA in 2018
■■ £453 million underlying operating cash flow in 2018
■■ Dividend of 9.70p per share in 2018

CSR Policies

■■ Company performance
and plans
■■ Compensation and
benefits
■■ Training and career
development
■■ Health & safety
■■ Human rights
■■ Values, CSR
and recognition

■■ Implemented action plans based on responses from
428,000 employees who competed the
global engagement survey in 2017
■■ Increase in overall favourable responses
from 82% (2015) to 84% (2017)
■■ Feedback from consultation committees and works councils
■■ Nominations for employee recognition awards
■■ Reduction in staff turnover from 25.3% in 2017 to 24.7% in 2018
■■ Fatalities due to road traffic and workplace incidents down
around 67% since 2013

■■ Supplier performance
– service delivery and
product quality
■■ Payment terms
■■ SME engagement

■■ Rationalised suppliers
■■ Commitment to the UK Prompt Payment Code
■■ Member of the UK Government Contract Finder portal to
promote use of SME businesses

■■ People and Values
■■ Ethical and sustainable
business practice including:
■■ Health & safety
■■ Human rights
■■ Anti-bribery
& corruption
■■ Employee standards
and behaviour

People and Values
Customers and service excellence
Technology and innovation
Operational excellence and
productivity
Financial and commercial discipline

Annual bonus scheme – financial
performance measures and personal/
non-financial measures (see page 109)
Long term incentive plan – based on
EPS, operating cash flow and total
shareholder returns (see page 109)

Please see page 39

Integrated Report and Accounts 2018 G4S plc

17

OUR STRATEGY

Our strategy addresses the
long‑term positive demand for
security and related services
and our enduring strategic aim
is to demonstrate the values
and performance that makes
G4S the company of choice
for customers employees and
shareholders.

STRATEGIC AND
PERFORMANCE
OVERVIEW

This section summarises our
strategic priorities and how
we focus our resources and
expertise in areas where we
can achieve the best results
for customers and sustainable
growth and return for investors.
Our CSR approach covers a
broad range of areas but we
have three material priorities:
health and safety, human rights
and anti-bribery and corruption
which are covered in detail on
page 36.

PEOPLE AND VALUES

CUSTOMER FOCUS AND SERVICE
EXCELLENCE

We recruit, develop and deploy the best
people in the industry

We build long-term customer
relationships based upon trust and
understanding of customers’ businesses
and objectives

Strategic priorities

■■ Embed the right culture; promote our
G4S values and sustain strong employee
identification with those values
■■ Embed health and safety behaviours
■■ Talent acquisition, development and
succession planning
■■ Engage to ensure best performance
■■ Incentivise and recognise success

■■ Positive demand for security services
driving revenue growth of 4-6% p.a. in
the medium term
■■ Investment in risk consulting expertise
to lead initial customer engagement
and develop excellent service and
solution design
■■ Investment in technical and project
management capability
■■ Investment in sales, marketing, account
management teams, SalesForce CRM,
embed G4S way of selling and contract
retention programmes

■■ Our trained and skilled people are hired
by competitors or other companies or
do not behave in line with the Group’s
values, resulting in adverse impact on
customer service or those in our care
■■ Negative impacts on our employees’
health and safety

■■ Failure to understand customers’
changing needs or falling short of
customer expectations

67%

£1.4bn

Underpinned by corporate culture
based on Group Values and
commitment to corporate social
responsibility.

Key risks
See Principal risks
pages 64 to 71.

KPI
See page 34 for more detail and the
progress in the Group’s financial and
non-financial KPIs and how they link
to the Group’s strategic priorities.

Reduction in road traffic fatalities
since 2013

Annual contract value of new business won
in 2018 (2017: £1.4bn)

COMMITMENT TO CORPORATE SOCIAL
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TECHNOLOGY AND
INNOVATION

OPERATIONAL EXCELLENCE
AND COST LEADERSHIP

FINANCIAL AND COMMERCIAL
DISCIPLINE

We design, market and deliver innovative,
industry-leading technology and services
that protect and add value for our
customers wherever they operate

We have safe, secure, reliable and
efficient operations

We manage risk effectively and
ensure we provide profitable, cash
generative services

■■ We continue to invest in the resources,
skills and capabilities to develop and
deliver technology-enabled security and
cash management solutions:
■■ Secure Solutions – expand and upgrade
technology-integration capability
■■ Cash Solutions – leading bank and retail
cash technology

■■ Deliver £70-£80m annual operational
cost savings programme by 2020
■■ Operational excellence and efficiency:
implement lean, automated processes
■■ Continue to improve health & safety
awareness and performance

■■ Improved risk management, including
contract risk management
■■ Established and embedded rigorous
capital investment appraisal processes
■■ Portfolio programme
■■ Driving improved cash flow
■■ Capital allocation

■■ Failure to market or deliver our services
and technology effectively or failure to
deliver adequate value for money

■■ Failure to comply with our standards
results in harm, loss of expertise or
investment fails to deliver benefit

■■ Inefficient capital management and
failure to comply with Group risk
management standards

45%

30bp

£20m

Of security revenues were
technology enabled in 2018 (2017: 42%)

Improvement in Secure Solutions Adjusted
PBITA margin in 2018 compared with
2017

Reduction in annual finance costs through
refinancing achieved

RESPONSIBILITY UNDERPINS THE STRATEGY

Integrated Report and Accounts 2018 G4S plc
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OUR STRATEGY CONTINUED

PEOPLE
AND VALUES
With 546,000 colleagues, G4S is one
of the world’s largest private sector
Acquire – attracting and recruiting the best people
employers. Our employees and services
With a tightening labour market in some countries
touch the lives of others every day,
we face cyclical challenges attracting and retaining
providing crucial services to keep them
who may have other employment options.
safe and secure. Our success is therefore employees
Whilst the interesting and varied nature of the work
underpinned by the way we attract,
we offer enables us to retain our core employee
develop and engage with our people, as
base (73% of our employees have more than a year’s
well as the culture and values that shape
service), we have also streamlined our recruitment
the way we work and how our colleagues processes to speed up the time taken to process new
employee applications. A strong brand and reputation
carry out their roles.

Organise – creating the right organisation
and culture
Our values are core to shaping the culture of our
organisation, helping to guide, unite, differentiate and
sustain us. They are integral to everything we do.
In 2017 we launched scenario-based values training
materials for our front‑line employees including
flashcards, presentations and online training modules.
Together with online management training launched
in 2018, these materials are now being widely used
and form part of our employee’s experience from
recruitment and induction, through to training and
appraisal. We are continuing to update our induction
and training materials and to find innovative ways
to share and embed them so that, regardless of
where they work and what they do, our employees
understand the behaviours that are expected of them
in line with our values.

as a fair employer also differentiate us in a competitive
market place. Over a number of years we have
focused on improving retention which has meant our
labour turnover continues to reduce, even in tight
labour markets such as in parts of Europe, where our
turnover rates are now below 20%. Overall we saw a
further reduction in labour turnover for the Group at
24.7%, down from 25.3% in 2017.

Protect – putting safety first – CSR priority area
The safety of our employees and those in our care
is our first priority. Our goal is zero harm. This focus
enables us to secure our customers’ worlds and
the communities we serve. It is our responsibility
to ensure that our colleagues return home from
work safely every day and we believe that setting
the highest standards for health and safety across
our industry builds loyalty and commitment to G4S
among our employees.

PERFORMANCE THROUGH PEOPLE
Globally we align our HR strategy to six key work streams which focus on the activities integral to driving
sustainable business performance:

Acquire

Protect
Do we put the
safety of our
employees and
those in our care
first?

Develop
Do our
employees have
the capability
to deliver?

Do we have
the right people
in the right places?

Organise
Are we organised
as efficiently and
effectively as
possible?
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Engage
Are our employees
committed to doing a
good job?

PERFORMANCE
THROUGH
PEOPLE
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Reward
Do our incentives
support sustainable
performance?

OUR VALUES IN ACTION INVISIBLE WALLS WALES
G4S CUSTODIAL & DETENTION: UK
An innovative programme developed by G4S and Barnardo’s
Cymru aims to reduce the number of prisoners reoffending, cut
the risk of intergenerational offending and improve the quality of
life and community inclusion for families.
Recognising that connections to family are an important element
in the successful rehabilitation of offenders, the programme,
initially developed and implemented at HM Prison Parc in South
Wales, works with the families of prisoners who are experiencing
difficulties. Each prisoner taking part in the programme is
allocated a mentor, who also works together with the prisoner’s
family, children, partners and parents, to help sustain and rebuild
connections. The family will receive tailored support for up to
a year prior to the prisoner’s release, and then for another six
months following release.
During its first five years, Invisible Walls Wales has helped to:
1. Reduce unemployment rates for prisoners from 80% to 25%
and for their family members reduced unemployment rates
from 69% to 46%.
2. Increase prisoners’ engagement in education, training, or
volunteering from 0% to 10% and for their family members,
from 2% to 14%.
3. Decrease the number of prisoners’ children experiencing
attainment or attendance issues at school from 43% to 12%.
4. Halve the number of prisoners’ children considered by social
services to be “at risk”, from 16% to 7%.
5. Reduce the number of prisoners that were misusing alcohol
and/or drugs from 89% to 20%, and for their family members
reduce the number from 15% to 5%.
The success of the programme has led to the model being
replicated in other prisons across the UK and overseas.
Further information is available at g4s.com/invisiblewalls

SDGs:

Integrated Report and Accounts 2018 G4S plc
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OUR STRATEGY CONTINUED

Having put the necessary processes in place over
recent years, we have now seen a very significant
reduction in the number of serious incidents.
Compliance is monitored through audits and reviews
of risk and performance at regional, group and board
level, via the CSR committee, and further details of
these assurance processes can be found on page 67.
During 2018, 24 of our colleagues sadly lost their lives
in work related accidents, including five colleagues
who died in a terror attack in Afghanistan. This
loss is not acceptable and our thoughts are with
their families. This is nevertheless a reduction from
25 fatalities in 2017 and solidifies the step change
we saw that year when the number of fatalities
halved compared with our longer‑term experience.
We continue to make progress in road safety and
road traffic fatalities have decreased by 67% since
2013 when we first launched the improvement
programme.
Mitigating the levels of violence associated with
attacks on our Cash Solutions business remains
a significant priority. Initiatives taken by G4S and
other operators in South Africa, working with law
enforcement agencies, began to have a positive
impact in the second half of 2018 and this remains a
priority for 2019.
We continue to reduce our injury rate. During 2018
the Group Lost Time Injury incidence rate was 6.6
per 1,000 employees, compared with a rate of 6.7
in 2017. The change is due to improvements in the
Care & Justice Services business, partially offset by the
number of injuries sustained during attacks in Global
Cash Solutions.
There were nine non-natural deaths in G4S custody
in 2018. All deaths in custody are investigated by the
relevant authorities to determine the cause of death.
Five of these deaths in 2018 were due to self harm,
three were related to substance abuse and one was
a homicide. The relevant coroner pronounced that
a death that occurred in 2017 and was previously
disclosed as non-natural, was actually due to
natural causes.

Employees by region 2018

Develop – building a capable workforce
As the skills we need in our global business constantly
change in anticipation of market dynamics and new
technology, ensuring we have capable and confident
people is vital. In 2018, we extended the scope
of our talent review process, enabling us to reach
further into the organisation and identify employees
with the potential to become future leaders earlier in
their careers.
Our leadership programme continues to offer global
development for high potential employees and this
year the number of employees participating in the
programme doubled. In 2019, we plan to undertake a
review of the programme and benchmark it externally
to ensure it remains cutting edge and focused on our
business strategy.
Whilst developing high performers will always be a
business imperative, we want to offer all employees
the opportunity to increase their skills and knowledge
at work. We encourage employees to take
responsibility for their own learning on an on-going
basis using the extensive range of materials available,
and using technology platforms to share training and
learning paths more effectively. For example, during a
16 week on-line development programme concluded
in 2018, over 41,000 employees completed learning
modules with very positive feedback. For our frontline operational staff, continued development is no
less important, and our use of on-line training is being
extended where possible as it enables businesses to
reach wider audiences efficiently and give employees
access to learning at times to suit them.
Each year, we also introduce specific learning
materials to support business needs or to meet new
customer and legislative requirements. This year
was no exception with further health and safety
training produced in pursuit of our goal of zero harm
and an array of materials developed to support
the introduction of the General Data Protection
Regulations (GDPR), ensuring everyone understands
their role and responsibilities in safeguarding data.

Employee gender diversity in 2018 %

83

85

17

15
Total
employees

70

Senior
management

100
80
60
40
20

22

21%
21%
32%
20%
6%

G4S plc Integrated Report and Accounts 2018

0
Board

Secure Solutions
Africa
Americas
Asia
Europe
Cash Solutions
Cash Solutions
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OUR VALUES IN ACTION SECURING HEALTHCARE
IN FRAGILE STATES
G4S RISK MANAGEMENT: AFGHANISTAN,
IRAQ, SIERRA LEONE, SOUTH SUDAN
Delivering medical care in fragile and conflict affected states is
complex and fraught with challenges. G4S provides integrated
security solutions and wider support functions to healthcare
services in challenging environments such as Afghanistan, Iraq,
Sierra Leone and South Sudan.
In 2018, G4S carried out security risk assessments of the
French Medical Institution for Mothers and Children, a non
profit hospital in Kabul providing medical care and working
towards improvements in health services in Afghanistan. Despite
its aims, the hospital attracts a high threat profile due to its
connections to the Afghan government, western NGOs and
focus on the empowerment of women. G4S made a number
of recommendations to enhance security at the hospital,
without greatly hindering access for staff, patients and visitors,
and a programme of increased resilience is currently being
implemented.
During the Ebola Crisis, G4S supported the UK Department for
International Development by managing and maintaining their
vehicle fleet in Sierra Leone – an essential service that ensured
that their aid and healthcare workers could reach affected
communities. To help us ensure the ongoing sustainability of the
programme, we implemented accredited training and mentoring
for our locally employed staff.
Alongside our security operations at Baghdad International
airport, G4S has a medical clinic that provides a 24/7 medical
service to G4S staff and international clients. The clinic offers
emergency and primary care services, complemented by
diagnostic care. Paramedics are available to provide many types
of treatment, from simple procedures to dealing with more
serious conditions or to stabilise a critically ill or injured person
before an evacuation.

SDGs:

Engage – creating an inclusive and
engaging workplace
With scope to access the perspectives and
experience of employees in over 90 countries we
rarely struggle for ideas. Diversity of thinking helps us
innovate and stay ahead in the marketplace, creating
long-term value for all our stakeholders. Ensuring
everyone can contribute to their full potential is
therefore a key area of focus. In line with our diversity
and inclusion strategy and commitments in the UK
gender pay gap report (visit g4s.com/genderpaygap),
we have been conducting employee research into
barriers, both perceived and real, that impact our
ability to develop a more diverse workforce and a
more inclusive workplace.

Our plans for 2019 will be shaped by the research
findings. In the meantime, we have developed
recruitment case studies to showcase the diverse
career opportunities and to challenge the
stereotypical views of the industry. We have also
aligned our recruitment suppliers with our aims by
ensuring they are reaching out to more diverse talent
pools and providing shortlists of diverse candidates.
Giving all employees the opportunity to comment on
what they think and feel about working for G4S is a
cornerstone of our engagement strategy. We seek
feedback from representative channels such as unions
and works councils at a local, regional and global level,
giving updates on business performance and in return
receiving information on the issues that are affecting
our employees on a day to day basis.

Integrated Report and Accounts 2018 G4S plc
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OUR STRATEGY CONTINUED

We also invest significant time and energy in
conducting a global employee survey. In the last
survey, conducted in 2017, 428,000 employees
responded. Their feedback was resoundingly positive
with over 84% of participants rating the company
favourably. Throughout 2018, the focus has been on
understanding the issues where the responses were
less favourable and implementing actions arising from
survey feedback. In 2019, we will issue our next global
survey, refreshing the approach and the questions we
ask to align with the relevant issues in the business.
We will also take the opportunity at our leadership
conference and through our senior management
survey to seek feedback about the issues that matter
most to them such as strategy, culture and incentives.

In cases where colleagues are suspected of not
upholding those standards, we undertake swift,
thorough and impartial investigations and take
appropriate action. Where unacceptable behaviour
has taken place we learn from such instances and
enhance our safeguards to prevent similar issues
arising in the future.

Reward – incentivising and recognising success

The majority of matters raised via Speak Out are
HR grievances which are managed by the relevant
HR department where they remain best placed
to investigate and resolve these matters promptly.
Where appropriate, concerns regarding operational
procedures are investigated by local management to
ensure that relevant standards are being followed.
Internal Audit and other assurance functions may also
assess operational compliance.

Recognition and praise is vital in an industry where
employees go to extraordinary lengths to deliver,
sometimes in challenging and hostile environments.
Businesses have developed separate approaches to
recognition awards and they all link to our values and
the behaviours which underpin them. Across our
senior management team, we offer bonus plans
which incentivise high performance while upholding
our values. For many operational employees we
negotiate terms and conditions with trade unions
operating across the industry, which helps ensure our
pay is competitive with market rates. We seek out
a wide range of benefits which offer good value for
our employees, and where possible, support for their
families too.

Anti-Bribery & Corruption – CSR priority area
By having clear values and standards, and educating
and training colleagues to uphold them, we are
creating a positive culture which means our colleagues
can be trusted to do the right thing and behave in a
way which meets our standards.

We have invested time, effort and resource to
promote the use of Speak Out, our anonymous
whistleblowing system available to employees globally.
During 2018, 519 cases were raised by colleagues
via Speak Out. Our efforts during 2017 and 2018
to create a culture in which people feel confident
to speak out and raise ethical concerns using our
whistleblowing channels has resulted in a 73%
increase in the number of reports made via Speak
Out during 2018.

Investigations relating to other matters, such as alleged
bribery, ethical or financial issues are conducted
by our internal network of investigators or by
independent experts.
Matters of a potentially serious nature are investigated
at a senior and independent level, with 105
investigations completed during 2018.
The Group Ethics Steering Committee has continued
to oversee implementation of our whistleblowing
policy and conducts regular reviews of serious cases,
investigation progress and resulting actions.

IF YOU SEE OR SUSPECT
WRONGDOING…
Total number of whistleblowing cases

…do the right thing and speak out!

600
500

519

400
402
300
300
200

0

0808-234-8852

158

100

www.g4s-speakout.com

65
14

15*

16

17

18

* Speak Out launched

IT IS SAFE TO SPEAK OUT!
You are encouraged to report any serious
issues without fear of retaliation. All concerns
raised in good faith will be taken seriously and
treated with respect.

SPEAK OUTis for reporting serious
wrongdoing. Any other concerns (such
as pay queries, uniform issues or general
employment grievances) should be directed
to your line manager, or HR for a quick
resolution.

Securing Your World
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2018 ACHIEVEMENTS

428,000
Colleagues participated
in our survey in 2017
with over 84% favourable
responses. In 2018, we
identified any issues and
developed action plans

2018 Actions



Engage

Status

Launch management values training materials, embed front‑line materials and complete update
of HR policies and processes to reflect G4S values
Implement action plans from global employee engagement survey and address actions from
management survey
Review opportunities to improve gender balance



Develop

Status

Continue the delivery of regional leadership programmes and promote development paths
and learning opportunities for employees at different levels



Protect - CSR Priority Area

Status

Continue to implement the revised front‑line health and safety induction training
Introduce updated controls for security officers working at entrance gates
Share and adopt best practice across the Group in managing critical health and safety risk areas
Develop action plans for businesses which have had multiple fatalities, as well as monitoring
their implementation




Anti-Bribery & Corruption - CSR priority area

Status

Continue to increase awareness of Speak Out and create an environment in which colleagues
are confident they may raise concerns confidentially and without fear of retribution
Status
complete
on‑going

2019 ACTIONS AND PLANS
Engage
■■ Conduct sixth global employee engagement survey using the previous response rates and favourable scores as a benchmark
■■ Implement actions arising from the employee research conducted on diversity and inclusion

Develop
■■ Review and refresh the regional leadership programme and extend the offering of development materials to a wider internal audience

Protect - CSR priority area
■■
■■
■■
■■

Improve health, safety and security risk assessments processes
Conduct a thematic review of High Potential Incidents in high priority businesses
Improve controls related to attacks on employees
Introduce additional training on road safety

Anti-Bribery & Corruption - CSR priority area
■■ Continue to increase awareness of Speak Out and increase the confidence of employees to raise concerns through available channels
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OUR STRATEGY CONTINUED

CUSTOMERS
AND SERVICE EXCELLENCE
We build long-term customer
relationships based upon trust and
understanding of our customers’
businesses and objectives. Through
those customer relationships and
connections we look to deliver
sustainable long-term growth in
revenues, earnings and cash flow.
Positive demand for security services
We believe that the long‑term demand trends for
our services remain positive, and we expect to
grow revenues on average by around 4% to 6%
per annum over the medium term. We continue
to sustain contract retention rates of around 90%,
have won substantial new business, and have more
than replenished our sales pipeline with an improved
quality of opportunities over the next two years.

Large diversified customer base and sales pipeline
One of the strengths of the Group is the diversified
nature of our contracts and sales pipeline by service,
geography and customer. We have a diverse
customer base spread across many countries and
customer segments. At the end of December 2018,
we had won new business with an annual contract
value of £1.4 billion (2017: £1.4 billion) and total
contract value of £2.4 billion (2017: £2.4 billion).
Our sales pipeline has grown despite an increased
emphasis on pipeline qualification, ensuring we focus
on the best opportunities and improve our contract
win rate. As the Group has invested in innovative
products and services, we also see an improvement
in the quality of the sales pipeline with more
technology-related, longer-term, higher-value-added
opportunities. We aim to maintain an appropriate
sales pipeline to fulfil our growth opportunities.

In 2018, following great success in Europe and North
America we implemented a global sales coaching
programme training more than 100 managers across
57 business units.

2018 ACHIEVEMENTS

In addition we launched new online learning plans
geared to reinforming our solution sales methodology
and have enrolled over 500 sales people into the
programme to date.

Annual contract value
of new business won

Detailed manuals and crib cards help sales people
with the following:
■■ Understanding the different G4S sales processes
and when to apply them.
■■ Applying elements of social media and other
enabling technologies in selling.
■■ Using modern approaches to planning and
demand creation.
■■ Demonstrating techniques for conducting
consultative sales conversations.
■■ Describing how to position differentiation
and value to customers and how to address
competitive selling situations.
■■ Techniques for gaining access to decision makers
and methods for controlling sales cycles and
mitigating buyer risk.

Net promoter score and contract retention
Since 2016, we have embarked on a Group‑wide
Net Promoter Score (NPS) survey process with
existing customers. In 2018, using a variety of survey
tools, we doubled the number of surveys conducted,
compared to 2017, with almost 49,000 surveys
performed, including our top 20 customers in most
countries. All markets show positive NPS results
with significant year on year improvements in North
America, Asia and Europe.

Investment in sales leadership and account
management
Since 2013, we have invested in sales leadership,
sales and service training, customer relationships,
account management and a unified sales management
and CRM system. Our understanding of customer
requirements has increasingly resulted in opportunities
to sell more technology-enabled solutions. This is
particularly the case in developed markets, where
higher wages and lower hardware costs have made
technology solutions more cost-effective - see the
RISK360 case study opposite.
We have also invested in capturing global customer
opportunities, which has delivered success by winning
new work or new customers.
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ACTIONS FOR 2019
■■ Improve contract win rate
■■ Continue to implement the sales coaching
initiative
■■ Improve contract retention
■■ Improve net promoter scores

£1.4bn
£2.4bn
Total contract value
of new business won

>100

Managers across 57
business units completed
a global sales coaching
programme

SAVING CUSTOMERS
MONEY, WHILST
DELIVERING MODERN
SECURITY
RISK360
SDGs:

Saving customers money, whilst delivering
modern security better than ever before.
G4S developed RISK360, bringing security
into the 21st century. It combines various
security resources to provide customers with
an integrated solution and by doing this we
become risk management partners to our
customers, addressing their enterprise wide
risk management.
Our risk experts use this tool to better
understand and map the customer’s risk
environment. Our solutions architects
lead multi-skilled teams to design bespoke,
integrated solutions, and manage the
implementation and operation of these
solutions.
RISK360 enables us to have centralised
command and control over multiple
operations in our Global Security Operations
Center (GSOC). From the GSOC we
can perform remote site supervision and
vehicle surveillance and, by integrating
standard operating procedures into the
system, manage incidents centrally. Through

automated workflows we escalate and
communicate professionally and can deploy
tactical intervention teams and emergency
services.
The system equips management with
real time dashboards and management
reports. Operational KPIs such as proof of
presence, security officer patrol monitoring
and occurrence reporting are automated,
resulting in more accurate reporting and
data collection. Our analyst uses the system
to enhance insight into threats facing the
customer’s business. It gives us hot-spot
trending and early warning which frees up
resources and helps to protect lives.
The customer uses RISK360 to have peace
of mind that their risk solution is working.
Using the system, the customer can measure
its effectiveness, and shape their solution to
fit an ever changing landscape. Addressing
enterprise wide risk through bespoke
integrated solutions, means we save our
customers money, whilst delivering modern
security, better than ever before.
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OUR STRATEGY CONTINUED

TECHNOLOGY
AND INNOVATION
G4S is a leader in integrated security,
connecting manpower and technology,
systems and software. Through our
customer relationships and insight, we
have increased focus on investing in
the development and marketing of new
technology and services to strengthen
our service offering, to support growth
and to improve margins over time.

Secure Solutions – Integrated Security
G4S is a security systems integration company.
Please see page 6 for the map of countries where we
have technology capability. Our businesses with the
most embedded integrated security approach are in
North America, UK and Denmark. We believe we
can deepen penetration of technology with existing
customers and new customers in these markets and
are looking to build expertise more widely across
the Group.

Investing in world leading proprietary products
and services
In our Secure Solutions segment, we continue
to invest in product and service innovation
combined with sales and operational support in the
following areas:

Ensuring we are well positioned for more
technology solutions with disciplined capital
allocation
Increasingly our bespoke offering for customers
includes technology in the form of systems and
software. For some customers, we own the
equipment in their facilities but for others, usually
larger customers, we tend to sell the required
equipment to the customer, underpinned by longterm management and maintenance contracts.

■■ Software tools including evidence based risk
assessment, incident management and travel
advisory systems such as RISK360.

A number of our services and technology solutions,
which have commercial momentum in key markets,
are featured in this report.

Cash Solutions – Retail Solutions and bank‑branch
automation

■■ Proprietary security systems such as Symmetry
Connect access control systems and visitor
management systems.

Revenue by customer type in 2018 (%)

Major corporates & industrials
Government*
Financial institutions
Retail
Private energy/utilities
Consumers
Ports & airports
Transport & logistics
Leisure & tourism

35%
21%
16%
9%
6%
6%
3%
2%
2%

* c.7% of our work for Government is Care & Justice services. The
remainder is embassy security, local government, support for disaster
relief, charity and NGO work, border protection and landmine
clearance.
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For our financial and retail customers, we
have developed a number of innovative and
efficient services.
■■ Automated cash solutions for retailers – we have
over 23,300 (2017: 19,800) cash technology
installations, often combined with our software
and managed service and have a strong and
growing pipeline. This bespoke solution covers
smart safes and cash recyclers, including our own
Deposita equipment in emerging markets through
to full cash management automation solutions
for some of the world’s largest retailers (see case
study opposite).
■■ Automated bulk-teller solution for banks – the
Deposita solution of hardware, proprietary
software and managed service is also being used
in bank branches.

2018 ACHIEVEMENTS

£2.8bn
Technology-enabled
security revenues

23,300

Customer locations where
cash technology deployed
for banks and retailers at
the end of 2018.

14%

Increase in proportion
of technology-enabled
security revenues

■■ Mobile banking service – due to the increase
in electronic payments and internet banking,
traditional bank branch usage has declined in
some markets, resulting in bank branch closures.
However, the banks recognise the value of
personal interaction with customers and so in
some developed and emerging markets G4S has
launched a mobile banking service using the skills
and fleet of our traditional cash-in-transit business.
■■ G4S Pay is a new service launched in the
Netherlands, which enables retailers with our
Retail Cash Solution to process not only cash
payments, but electronic payments with the same
software platform.

ACTIONS FOR 2019
■■ Continue to drive market penetration of
integrated security solutions
■■ Build on our market leadership in cash
automation services with more customers in
more markets
■■ Continue to invest in innovative and efficient
services for customers
■■ Cross-selling and up-selling within and
across markets
■■ Continued investment in people, technology,
software and systems

G4S TECHNOLOGY TRANSFORMING RETAIL
CASH MANAGEMENT
RETAIL CASH SOLUTIONS,
NORTH AMERICA
In May 2018, G4S won a new, five year, Retail Cash Solutions
contract with a major US retailer. The contract was mobilised
in the second half of 2018. Under this initial contract, G4S
implemented and managed an integrated cash management
system using G4S’ proprietary software and service model in
more than 500 stores.
In November 2018, the retailer awarded around another 600
stores to G4S. Based on positive implementation and operational
delivery and cost effectiveness, a third tranche of around 250
stores, was awarded in January 2019. Implementation of both of
these further awards began in March 2019.
The benefit of using G4S Retail Cash Solutions are substantial for
large retail customers both in terms of reducing cash handling
costs (labour, banking fees and transportation) and in providing
better working capital management, freeing up to 80% of cash
that was previously trapped in the cash processing system.
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OUR STRATEGY CONTINUED

OPERATIONAL
EXCELLENCE AND PRODUCTIVITY
Our productivity programmes have
generated material savings since 2016.
Until 2017, most of the productivity
savings were reinvested in sales and
business development, technology and
innovation and better systems and
processes. During 2018, we started to
see efficiencies come through in lower
administration costs and we believe that
there remain many more opportunities
to be a more efficient organisation. We
are on track to deliver the recurring
operating efficiencies of £70 million to
£80 million per annum by 2020 which
we set as our goal in 2017.

More focused business – cultural change
Historically a significant part of the Group’s strategy
and development was growth through bolt-on
acquisitions and, in many cases, these acquisitions
were not fully integrated into the Group. With the
Group offering similar services in a large number of
countries, this resulted in an inefficient organisation,
with many management layers built up over time,
resulting in inefficiency and lack of accountability.
The Group is now more focused, on two core
business segments, Secure Solutions and Cash
Solutions and the board believes that a separation
of Cash Solutions has the clear potential to enhance
the focus and success of both businesses and thus to
unclock substantial shareholder value.

Reinvesting for growth
A significant proportion of the gains we have made
from our efficiency programmes have been reinvested
in the business to improve risk management, increase
the opportunities for growth as well as in processes
to drive further efficiency. We have increasing
confidence in being able to deliver further efficiencies
and we are starting to see benefits increasingly flow
through to the bottom line.

Efficient organisation design and
management de‑layering
Since benchmarking 130 business units across
90 countries in 2017, we have invested £31 million in
2018 in restructuring and continued delayering of the
management structures in the business and are now
working to have more efficient regional, functional
and operational frameworks.
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The consolidation of the Secure Solutions business
into four regions, the creation of the Global Cash
Solutions division and clustering of countries for
management purposes is enabling efficiencies through
rationalisation of organisation design above business
unit level.

Procurement

2018 ACHIEVEMENTS

£70-80m
p.a.

In 2018, the procurement team continued its
on‑going development of the G4S supply base,
targeting sustained cost reduction and supplier
performance improvement.

On track to deliver £7080m annualised operational
cost savings by 2020

G4S supply chain is a critical part of the Group value
proposition with over 40,000 suppliers providing
goods and services around the world. With the
supplier review and reset programmes around the
world there has been a material reduction in the
number of suppliers used by G4S. For example in
the UK the supply base has reduced from 10,000
suppliers in 2014 to 4,000 in 2018 with 70% of UK
suppliers being SMEs.

30bp

2018 was a year in which G4S expanded its global
approach to buying across several new categories to
enable countries to leverage the Group’s scale and
buying power. These areas included fleet, travel, fire &
security products and uniforms (please see case study
opposite).
It is expected that the renewed focus on targeted
global leverage, complemented with local
procurement market focus, will yield sustained cost
reductions over the coming three years.

Operational excellence
We have a number of initiatives in place to introduce
standardised operational and functional processes.
We are also using IT-enabled automation and shared
service centres to improve productivity. One example
of this is Javelin.

Lean‑process design – Javelin
Project Javelin is a new operating model for our
manned security business based on the best working
practices and processes from across G4S. Javelin
replaces and demonstrably improves our previous
systems and processes for recruitment, HR, talent
management, procurement, finance, contract
management, payroll, billing, scheduling, tele-contact,
interactive voice response platform and operational
control systems with a single Cloud-based platform.
The pilot for Javelin was launched in Ireland in
November 2017. The pilot programme allowed us
to learn how to best deliver this complex change
programme within our business, identified areas of
our combined processes that work well and captured
areas for improvement before further roll out.

Improvement in Secure
Solutions Adjusted PBITA
margin in 2018 compared
with 2017

70%

of UK suppliers are SMEs

The enhanced version of Javelin reflecting the lessons
learned, was deployed into Ireland during 2018
and commenced implementation in the UK in early
2019 for over 22,000 employees serving over 700
customers. The implementation into North America
will commence later in the year and we are reviewing
plans for further country roll outs to drive the
programme across the Group.

A safe operating environment
The wellbeing and safety of our employees and those
in our care remains a key priority for the Group.
We work in an inherently hazardous industry, with
many colleagues trained and deployed to protect our
customers and their property. As a result, road traffic
accidents and criminal attacks are inherent risks we
face in delivering some of our services. Our safety
goal is zero harm. We have invested in many new
processes in recent years and have seen a marked
reduction in serious incidents. Please see page 20 for
more details.

ACTIONS FOR 2019
■■ Continue with restructuring and
organisational efficiency programmes
■■ Continue embedding Javelin in the UK and
commence roll out in North America
■■ Continue to focus on consolidating
the supplier base, standardisation
of procurement processes, demand
management and delivering savings

OUR VALUES IN ACTION SOURCING OF UNIFORMS
EFFICIENT AND ETHICAL 
G4S is one of the world’s largest users of uniforms
which are traditionally sourced locally, resulting in spend
fragmentation. For example there are over 200 suppliers
of uniforms in Europe. 2018 saw the first phase of a global
sourcing programme to target lifecycle cost reduction
through combined buying, range optimisation, and waste
reduction.
In parallel with the commercial aspect of the selection,
a new enhanced ethical supplier evaluation process was
developed to ensure that suppliers demonstrated their
sustained compliance with the ethical standards required by
G4S and its customers.

SDGs:
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OUR STRATEGY CONTINUED

FINANCIAL AND
COMMERCIAL DISCIPLINE
Through a continued focus on cash management, we aim to
reduce net debt/Adjusted EBITDA from 2.7x at the end of
2018 to below 2.5x over the medium term.

Operating cash flow

Strengthening collections performance

Underlying operating cash flow in 2018 was £453
million, down from £516 million in 2017 as expected.
Our 2018 cash flow conversion performance of 96%
of Adjusted PBITA followed a strong performance
in 2017 of 107%. Our medium‑term guidance is that
average operating cash flow conversion (defined as
net operating cash flow before tax and restructuring
spend as a percentage of Adjusted PBITA) will be
more than 100%.

■■ Updated incentive plans since 2016 with greater
emphasis on cash-flow generation.
■■ Improved management information to increase
accountability and influence behaviour.
■■ Weekly calls with finance and operations to drive
cash collection.

We continue to focus on improved working capital
management through strengthening bid evaluation
frameworks to increase focus on frequency of
invoicing and shorter payment terms.

Reducing the time between event to billing
■■ Improving processes and automating event
billing information such as hours worked (for
example Project Javelin on page 30), milestones
met, collections and deliveries in the cash
solutions business.
■■ Centralising of billing events of global and strategic
accounts in some countries.
■■ Automation of invoices removing the resource and
delay of a manual process.
■■ Seeking to distribute invoices electronically, at
lower cost and quicker than via post.

CAPITAL ALLOCATION POLICY
■■ Net debt/Adjusted EBITDA of below 2.5x in
medium term
■■ Priority uses of any surplus cash flow:
■■ Investment in growth and productivity
■■ Dividend growth
■■ Leverage reduction
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Managing accounts payable
■■ The Group’s days’ payable outstanding is 39 days
(2017: 42 days) which is shorter than days’ sales
outstanding of 55 days (2017: 52 days). This shows
that there is still an opportunity to improve.
■■ Ensuring that supplier contracts are linked with
customer contracts.
■■ Re-negotiating improved terms through
procurement teams.

Capital allocation – on‑going priorities for use
of cash
All investment is reviewed to ensure that the Group’s
return on investment targets are met, and all major
capital investment projects are approved by the
appropriate authority in line with delegation limits.
Other measures, such as whether we are able to
achieve the benefits of the project in line with the
Group values and whether the commercial risks are
acceptable, are also considered.
We intend to remain soundly financed with average
operating cash flow conversion of more than100% of
Adjusted PBITA and a net debt to Adjusted EBITDA
ratio of less than 2.5x in the medium term. Priorities
for excess cash will be investment, dividends and,
in the near term, further leverage reduction.

2018
ACHIEVEMENTS

£20m

Debt refinancing in 2018
to underpin £20 million
reduction in the interest
charge by 2020

£48m

Gross disposal proceeds
in 2018

2.5x

Net debt to EBITDA
medium term target

Portfolio management
The Group’s portfolio management programme is
substantially complete. The programme has greatly
improved the Group’s strategic focus and has also
realised over £560 million in disposal proceeds in
relation to the 49 businesses sold. This includes gross
proceeds of £48 million relating to disposals in 2018
(2017: £166 million) including the disposal of the
Group’s businesses in Hungary, its archiving business
in Kenya and the Cash Solutions businesses in the
United Arab Emirates, Saudi Arabia and Colombia.
The proceeds from these disposals have reduced
the Group’s leverage and have been reinvested in an
organic growth and productivity programme from
which we expect to see good returns. Portfolio
review remains an important part of capital discipline
and each business has to continue to earn its place in
the Group’s portfolio.

Pension deficit repair plan
G4S operates a wide range of retirement benefit
arrangements including funded defined contribution,
multi-employer and funded and un-funded defined
benefit schemes. The UK defined benefit scheme
(which is largely closed for future accrual) accounts
for approximately 60% (2017: 65%) of the Group’s
net defined benefit pension deficit for accounting
purposes of £302m (2017: £318m) net of
applicable tax.
During the year, the Group contributed £41m
(2017:£40m) of scheduled deficit repair contributions
to its UK schemes. The triennial valuation of the
Group’s main UK pension scheme is underway as a
result of which future deficit-repair contributions are
subject to review. For more details of the Group’s
pension arrangements, see page 49.

G4S CONTRACT RISK MANAGEMENT
AND GOVERNANCE MODEL
Contract risk management
Our contract risk management model was implemented in 2014, and aims to
ensure we sign contracts that we can deliver efficiently and effectively and is
shown in the pie chart below:
Risk
Committee
The Risk Committee will
undertake a review of a
major contract at each
of its meetings.

Bid approval
Bids’ customer value
propositions, commercial
terms and risk mitigation
strategies are challenged.
Expected risk-weighted
return is assessed before
approval is given
or withheld.

Bid risk
assessment
Based on financial, legal,
reputational and operational
risk criteria. Referred to the
region, Group Executive
Committee or board as
appropriate for review
and approval.
Contract
mobilisation
Key contractual
requirements and
risk mitigation strategies, based
on complexity and risk profile
of mobilisation, are mapped
to accountable
contract managers.

On-going
contract assurance
Contracts subject to
on‑going scrutiny at
regional or Group level
based on commercial
scale and level
of risk.

Group
internal audit
Internal audit
conducts audits
of selected
contracts.

Debt refinancing
G4S had gross debt of £2.7 billion (2017: £2.5 billion)
and net debt of £1.6 billion at the end of 2018 (2017:
£1.5 billion). Around £570 million of the £1 billion
debt which matures in 2018/2019 is subject to posthedging average interest rates of between 6.90% and
7.75% (see page 47). The Group has good access
to capital markets and a diverse range of finance
providers and as a result began to refinance its debt
at much lower rates in 2017 which continued into
2018 and will result in a material reduction in the
Group’s interest charge from 2019 onwards.

FINANCIAL OUTLOOK
■■ Average organic revenue growth of 4-6% per annum
■■ Restructuring and efficiency programmes to deliver £70m-80m annual
costs savings from 2020 and around £20m of finance cost reduction
(before the impact of IFRS16) per annum by 2020
■■ Compounding benefit of investment, growth and productivity to deliver
strong earnings growth
■■ Underlying operating cash flow of over 100% of Adjusted PBITA
■■ Continued focus on cash management and working capital
■■ Continued disciplined approach to capital investment – expect to invest
£100m-£150m per annum
■■ Achieve and maintain net debt/Adjusted EBITDA below 2.5x in the
medium term
■■ Dividends increasing in line with long term growth in earnings
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KEY PERFORMANCE INDICATORS

KEY PERFORMANCE
INDICATORS
KPI

FINANCIAL – UNDERLYING RESULTS

Our progress in
implementing
our strategic
objectives is
measured using
key performance
indicators aligned
to those objectives
and to the Group
values:

£7.3bn +18%
Revenue1 (£bn) growth since 2013

8

Adjusted PBITA1 (£m) growth since 2013

500

7
6
5

£474m +35%
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6.4

6.6
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7.2

7.3

400
300
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351

376

474
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17

18

395

4
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3
2

100

1
0

0
13

14

15

16

17

18

13

14

15
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Description

We have an organic growth strategy based on
strong market positions in structural growth markets.
We have invested in improved customer service,
innovation and sales and business development
capabilities. There is also great potential to sell more
complex solutions which tend to have longer contract
terms and higher margins. Over the medium term
we expect to grow revenues on average by 4% to
6% per annum.

The Group has implemented a number of
productivity programmes that are now driving
efficiency and operational improvement across the
Group. These include efficient organisation design,
management de-layering, lean operating processes,
efficient reporting and assurance processes, upgraded
IT systems and efficient procurement.

Performance
in 2018

In 2018, revenues grew 1.1% to £7.3bn (2017:
£7.2bn), with Secure Solutions organic growth of
3.0%, reflecting strong growth in Africa, Asia and
the Americas.

In 2018, Adjusted PBITA was unchanged compared
with 2017 at £474m. Secure Solutions grew 6.9%
whilst Cash Solutions declined 17.1%. See pages 57 to
62 for more detail.

Cash Solutions revenue decreased by 9.3% reflecting
the mobilisation of a very large Retail Cash Solutions
contract in North America in 2017.

Link to strategic
objectives
Link to remuneration
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OTHER FINANCIAL AND NON-FINANCIAL
KPIS
In addition to the financial KPIs, the Group has a
set of other performance measures aligned to its
strategic priorities. These measures include employee
retention, contract and customer retention, losttime injuries and other health and safety measures.
A description of these performance measures and
our progress against them is shown throughout the
strategic report and summarised on pages 38 and 39.

Link to strategic objectives

£453m +9%

16.7p +56%

Operating cash flow1 (£m) growth since 2013

Adjusted EPS1 (pence per share) growth since 2013

18

800
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15

15.5

600
611

500
400
300

12
516

416

453

445
357

9

16.7

16.7

People and values



Customers
and service excellence



Technology
and innovation



Operational excellence
and productivity



Financial and
commercial discipline

Link to remuneration

13.0
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 Long term incentive plan

6

 Annual bonus scheme
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A key priority for the Group is to drive improved
cash generation, through enhanced working capital
management and capital discipline and embedding
a “cash matters” culture throughout the Group.

G4S is aiming to deliver sustainable growth in
adjusted earnings over the long term. Adjusted EPS
growth is a component of both the annual and longterm management incentive plans.

Operating cash flow was £453m (2017: £516m),
down 12.2% as expected following a higher than
normal cash generation in 2017. The cash conversion
rate was 96% (2017: 107%). Good cash flow and
working capital management performances were
delivered across most of the Group except the
Americas region which was negatively impacted by
the US Federal Government shutdown and Europe
& Middle East which was affected by contract phasing.

Adjusted earnings increased by 0.4% to £259m
(2017: £258m) in 2018.
Adjusted EPS was unchanged at 16.7p (2017: 16.7p).

1. For details of the basis of preparation of underlying results and an explanation of Alternative Performance Measures (APMs) used, see page 40.
Underlying results are reconciled to statutory results on page 50.
2. For more details on the Group’s strategic priorities please see pages 18 to 33. For more detail on 2018 financial performance please see the Chief
Financial Officer’s review on pages 43 to 55.
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CSR PERFORMANCE

SOCIAL IMPACT AND
CSR PERFORMANCE HIGHLIGHTS
We play an important role in society – our 546,000 employees deliver services that create a safer
and better environment in which millions of people live and work. Through these services and our
organisation, G4S delivers a broad range of significant and far reaching social and economic benefits to
the communities in which we live and work, many of which are helping to realise the United Nations
Sustainable Development Goals.
OUR CSR PRIORITY AREAS
To ensure that G4S’ approach to CSR remains focused on the areas that are most relevant to the business and its stakeholders, a wideranging materiality assessment is undertaken every two years. The most recent assessment, completed in December 2017, confirms our
three core CSR priority areas during 2018 and 2019. For more information on the assessment see page 85.

HEALTH
AND SAFETY

HUMAN
RIGHTS

ANTI-BRIBERY
AND CORRUPTION

The safety of our employees and those in
our care is one of our corporate values
and is a priority for the Group (see pages
20 to 25).

Our respect for human rights is core to
the sustainable success of the business and
continues to by an important part of our
risk assessment and mitigation process.

We will continue to develop and
encourage a workplace culture in which all
employees are clear about the company’s
standards of ethics and feel confident that
they may raise ethical concerns (see pages
20 to 25).

Respecting Human
Rights – CSR priority area

During 2018, we have:

■■ Published our second slavery and humantrafficking statement, setting out the
actions we have taken to help prevent
modern slavery within our business and
supply chain.
■■ Implemented the recommendations
made by the independent review
of Brook House Immigration
Removal Centre.

We are proud of the role G4S and its’
employees play in society and the positive
contribution they make to the protection of
human rights through our range of services
and the standards which we apply.
However, we are clear that, as a business
we have a responsibility to ensure that
we are not at risk of violating human
rights through the services we provide,
the customers with whom we work, the
suppliers we use, or through the treatment
of our colleagues and others in our care.
G4S’ human rights policy and its related
framework are based upon the United
Nations Guiding Principles on Business
and Human Rights. Alongside our values
of Integrity and Respect, the framework
reinforces the continued development of
a business model which aids the realisation
of the United Nations Sustainable
Development Goals through the creation
of employment opportunity, the global
improvement of industry standards and
by helping to create secure and stable
communities around the world.
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■■ Conducted human rights training
and awareness sessions for senior
management across the Group.
■■ Revised our human rights control selfassessment process and completed
48 self‑assessments in high risk
countries and a further 48 assessments
in other countries.
■■ Conducted internal audits of human
rights controls in 15 countries.
■■ Assessed operational and other business
issues against our ‘risk universe’, such as
human rights and other CSR risks.
■■ Reviewed and updated our human
rights heat map assessment process, and
conducted a review of human rights risks
to generate the 2019 human rights heat
map. The review identified 23 countries,
in which G4S has operations, as being
high or very high risk environments for
human rights.
■■ Enhanced our supplier code of conduct
and reviewed our approach to risk
assessment for modern slavery.
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ACTIONS FOR 2019
■■ Continue to build awareness of
human rights responsibilities across
the Group
■■ Conduct human rights control
self-assessments in all businesses
operating in high-risk countries
and continue the programme of
internal audits
■■ Complete implementation of
enhanced supplier code of conduct
risk assessment and due-diligence
approach in the UK

SUSTAINABLE DEVELOPMENT GOALS
The United Nations Sustainable Development Goals (SDGs) call upon business to advance sustainable development through the
investments they make, solutions they develop and the practices they adopt. We have identified fifteen social and economic impacts where
G4S supports the broad realisation of the Goals and makes a positive difference to society and communities around the world. Within
these, we have a specific focus on Goal 8 (Decent Work and Economic Growth) with ‘Health and wellbeing’ and ‘Job creation’ and Goal 16
(Peace, Justice and Strong Institutions) with ‘Prevention of crime’ which closely align with our strategy and operational expertise.

Social‑economic impact
Supporting criminal justice system
Providing care
Privacy vs security balance
Protection of assets
Employee wages and benefits

Consulting on risks

People development

Support in post-conflict zones

Health and wellbeing

Taxes paid

Support of economic reconstruction

Job creation

Interest and dividends paid

Raising industry standards

Prevention of crime

LOW

MEDIUM

HIGH
Relevant significance

Priority sustainable development goals for G4S
Health and Wellbeing
The nature of G4S’ work and the
environment in which we operate may
become hazardous. Mitigating this risk so
that our people and those in their care
can remain safe and secure every day is
a strategic priority for the Group. G4S is
investing in safety awareness training
and intervention as part of an ongoing
programme to enhance the safety culture
of the company and security industry and
achieve its goal of zero harm.

Job Creation
G4S provides direct employment to
546,000 people around the world. Through
its supply chain and employee expenditure,
G4S indirectly supports the creation of
hundreds of thousands of further jobs
worldwide. In helping to create safer
environments in which businesses may
prosper, G4S can also contribute to the
attractiveness of investment by businesses
into new communities and the creation of
further employment opportunities.

Prevention of Crime
G4S delivers a wide range of specialist
security services that mitigate the risk or
impact of criminal behaviour and help to
create safer communities. A key focus of
our Care & Justice Services operations is to
confront and address offender behaviour
and work towards their rehabilitation and
positive reintegration in the community.
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CSR PERFORMANCE CONTINUED

KEY CSR INDICATORS, PRINCIPAL RISKS, NON-FINANCIAL
INFORMATION STATEMENT AND CSR POLICIES

KEY INDICATOR KPI

EMPLOYEES
PAGES 20-25

Number of employees
Percentage of female managers
Percentage of front‑line female
employees
Coverage by collective agreements
Voluntary turnover

GOAL
–
Increase the number of female
managers in the Group
–

–
Reduce global levels of employee
turnover
Bienniel Global Survey – Response rate Increase the response rate to the
global survey

SAFETY
PAGES 20,22,25

HUMAN RIGHTS
PAGE 36

SPEAK OUT:
WHISTLEBLOWING
PAGES 24-25

2016

2015

570,000
22.8%

585,000
25.5%

610,000
23.4%

14.3%

14.2%

13.6%

13.4%

33%
24.7%

31%
25.3%

32%
27.6%

33%
29.4%

n/a

73%

n/a

73%

Increase the overall favourable
response rate to the global survey

n/a

84%

n/a

82%

Work related fatalities
Attack
Non-attack
Road traffic incident
Lost time incidents
(per 1k employees)
Non-natural deaths in custody
(UK/Australia)
Number of human rights control
self assessments

Zero harm

24
14
3
7
6.6

25
8
6
11
6.7

47
20
10
17
7.7

46
17
9
20
8.5

9

3

9

2

Assess all businesses operating in
high-risk countries

48

65

54

n/a

Increase number of businesses
completing control self
assessments in lower-risk
countries
_

48

n/a

n/a

n/a

15

37

n/a

n/a

519

300

402

158

n/a

84%

n/a

80%

59.5

61.2

62.8

66.0

455,310
271,471
96,833
17,147

472,019
276,493
101,506
17,693

472,748
268,107
107,297
15,114

461,262
276,594
96,449
15,926









Number of human rights audits in
high-risk countries
Number of cases raised via Speak Out

ENVIRONMENTAL GHG emissions per £m revenue
PAGES 129-130
t/CO2e

Reduce the LTI rate
Zero harm

Increase the confidence of
employees to raise concerns
through available channels

Reduce carbon intensity 3.5% per
annum

Total GHG emissions t/CO2e
Scope 1 t/CO2e
Scope 2 t/CO2e
Scope 3 t/CO2e (Air Travel)

Decrease total carbon emissions




Business overview (pages 6-15)



Stakeholder engagement
(pages 16-17)
Geopolitical risks (page 70)
Tax strategy
Supplier code of conduct
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2017

546,000
22.5%

Bienniel Global Survey – Overall
favourable response

Employees “feel able to speak up
on unethical behaviour”

SOCIAL MATTERS

2018
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RELEVANT POLICIES

OUR IMPACT
AND RELATED PRINCIPAL RISKSPAGE

■■ Business Ethics Policy – g4s.com/ethics

■■ Stakeholder Engagement

16-17

■■ Ethical Employment Partnership – g4s.com/EEP

■■ People & Values

20-25

■■ HR Core Standards – g4s.com/HRstandards

■■ CSR Materiality Assessment

36, 85

■■ Gender Pay Gap Report (UK) – g4s.com/genderpaygap

■■ Health & Safety (Principal Risk)

67

■■ Culture & Values (Principal Risk)

67

■■ People (Principal Risk)

68

■■ Geopolitical (Principal Risk)

70

■■ CSR Committee

93-95



■■ Health and Safety (Principal Risk)

67

■■ Business Ethics Policy

■■ People & Values

20-25

■■ Human Rights Policy – g4s.com/humanrights

■■ CSR Materiality Assessment

36, 85

■■ Slavery and Human Trafficking Statement – g4s.com/modernslavery

■■ Culture & Values (Principal Risk)

67

■■ Laws & Regulations (Principal Risk)

69

■■ Geopolitical (Principal Risk)

70

■■ CSR Committee

93-95

■■ Business Ethics Policy

■■ People & Values

20-25

■■ Whistleblowing Policy – g4s.com/whistleblowing

■■ CSR Materiality Assessment

36, 85

■■ Human Rights Policy

■■ Laws & Regulations (Principal Risk)

69

■■ Culture & Values (Principal Risk)

67

■■ Business Ethics Policy

■■ CSR Materiality Assessment

36, 85

■■ Environmental Policy – g4s.com/environment

■■ Greenhouse Gas Emissions

129-130

■■ Business Ethics Policy

■■ Stakeholder Engagement

16-17

■■ Supplier Code of Conduct – g4s.com/suppliercode

■■ People & Values

20-25

■■ Tax Strategy – g4s.com/tax

■■ CSR Materiality Assessment

■■ Whistleblowing Policy

■■ Laws & Regulations (Principal Risk)

36, 85
69

■■ Geopolitical (Principal Risk)

70
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ALTERNATIVE PERFORMANCE MEASURES (APMS)

ALTERNATIVE
PERFORMANCE
MEASURES (APMs)
The Group applies the basis of preparation for its
statutory results shown on page 149. To provide
additional information and analysis which enables
a full understanding of the Group’s results and
to identify easily the performance of the Group’s
on-going businesses, the Group also makes use of
a number of Alternative Performance Measures
(APMs) in the management of its operations and
as a key component of its internal and external
reporting. Those APMs are prepared and presented
in accordance with the following basis of preparation.
Whilst broadly consistent with the treatment adopted
by both the Group’s business sector peers and by
other businesses outside of the Group’s business
sector, these APMs are not necessarily directly
comparable with those used by other companies.

Adjusted results
In order to allow a full understanding of its results,
the Group separately discloses the effects on profit
of strategic restructuring activities, acquisition-related
amortisation, goodwill impairments and profits
or losses arising on the acquisition or disposal of
businesses (together, “separately disclosed items”).
The Group also discloses separately those items that
the Group believes need to be shown separately
to allow a more fulsome understanding of the
results for the year because of their size, nature or
incidence (“specific items”). The Group has separately
disclosed in 2018 the impact of the California class
action settlement and the impact of the guaranteed
minimum pension equalisation (page 45).
Adjusted measures of profit and earnings are stated
before the effects of separately disclosed and specific
items; the related tax effects; and tax-specific charges
or credits which have a material impact such as those
arising from changes in tax legislation.
Adjusted measures of profit are provided to allow the
trading results of the Group to be assessed separately
from the effects of corporate actions (such as
acquisitions, disposals and strategic restructuring) and
the effects of significant or unusual items.
A reconciliation of Adjusted PBITA to operating profit
is included on page 44.
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Underlying results
To provide a better indication of the performance
of the Group’s on-going business at the year end,
the Group separately presents its underlying results.
Underlying results are defined as the adjusted results
of the Group (i.e. stated before the effect of specific
and separately disclosed items) excluding the results
of onerous contracts and businesses that have been
sold or closed in the current and comparative years.
Underlying results for the comparative year are
re-presented to remove the effect of businesses
disposed of or closed in the current year to enable a
like-for-like comparison of the results of the Group’s
on-going activities at the end of the most recent
reporting year.
A reconciliation of the underlying results to the
statutory results is included on page 50.

Constant currency results
In order to allow readers to assess the performance
of the Group’s business before the effect of foreign
exchange movements, the Group also presents
its comparative results (excluding cash flows)
retranslated to sterling using the average rates for the
current year. Cash flows are not retranslated but are
presented at historical exchange rates. Comparative
results for hyperinflationary economies are translated
at current period closing exchange rates when
presenting constant currency results. For 2018 the
only hyperinflationary economy in which the Group
operated was Argentina.
A reconciliation of the constant currency results for
the year to statutory results is included on page 57.

Revised presentation of APMs
In prior years, the Group separately reported the
results of its core businesses. Core businesses were
defined as the underlying business excluding portfolio
businesses (being the parts of the business that had
been identified for exit) and certain legacy onerous
contracts. The results of the portfolio businesses and
onerous contracts were reported separately. After the
completion of some minor disposals in the current
year, the portfolio programme is considered to be
substantially complete, and the Group manages the
former portfolio businesses as part of its underlying
business. Accordingly the Group has revised the
presentation of its prior year comparative APMs to
include portfolio businesses within underlying results
to enable the presentation of underlying results on a
like-for-like basis as described above.

A reconciliation of the results from core businesses as
previously stated to the underlying results in included
on page 56.

Business reporting structure
In line with its strategy for managing the business, the
Group reports separately the underlying results of
its Cash Solutions and Secure Solutions businesses.
The results for the Secure Solutions business are
further divided geographically into the following regions:
■■ Africa;
■■ Americas (combining the Secure Solutions
businesses of the previously reported Latin
America and North America regions);
■■ Asia (combining the Secure Solutions businesses
of the previously reported Asia Pacific region with
that of India and Bangladesh); and
■■ Europe & Middle East (combining the Secure
Solutions businesses of the previously reported
Middle East & India, Europe, and UK & Ireland
regions but excluding that of India and Bangladesh).
The Group reports separately the results of onerous
contracts and the results of its disposed businesses,
being those that have been sold in the current or
prior years.
In prior years, the Group reported its APMs on a
largely geographical basis, split into the following seven
geographical regions: Africa, Asia, Middle East & India,
Europe, United Kingdom & Ireland, Latin America, and
North America. A reconciliation of the results from
core businesses (excluding onerous contracts and the
portfolio businesses) in the previous structure to the
results from core businesses in the new structure is
included on page 56.
These components, together with the impact
of restructuring costs, specific items and other
separately disclosed items constitute “continuing
operations” under IFRS. Discontinued operations,
in accordance with IFRS 5, represent areas of the
business which are being managed for sale or closure
but which represent material business segments or
entities. The Group has not classified any operations
as discontinued in any of the years presented.
All amounts recorded as discontinued relate to
businesses sold prior to 1 January 2017.

Financial performance indicators
The key financial indicators used by the Group in
measuring progress against strategic objectives are set
out below, and are reconciled for the current and prior
year to the Group’s statutory results on page 50:

b. Organic growth
Organic growth is calculated based on revenue
growth at constant currency, adjusted to exclude
the impact of any acquisitions during the current or
prior years.
c. Adjusted profit before interest, tax and
amortisation (“Adjusted PBITA”)
The Group uses Adjusted PBITA as a consistent
internal and external reporting measure of its
performance, as management views it as being
more representative of financial performance
from the normal course of business and more
comparable year to year. Adjusted PBITA
excludes the effect of separately disclosed items
(being restructuring costs, goodwill impairment,
amortisation of acquisition-related intangible assets
and profits or losses on disposal or closure of
businesses) and specific items, which the Group
believes should be disclosed separately by virtue
of their size, nature or incidence, as explained on
page 42.

Restructuring costs
These costs relate to the wider strategic
transformation of the Group and are excluded from
Group and regional Adjusted PBITA since they
reflect Group decisions and are not considered to
be reflective of the underlying financial performance
of the individual businesses. This programme is of
a strategic nature and, as such, is monitored and
approved by the group executive committee. In
2017 the Group announced a three-year plan to
2020 to implement efficient organisational design
and leaner processes, which is likely to require
further restructuring investment. Local, non-strategic
restructuring costs in the businesses continue to
be included within Adjusted PBITA, consistent with
prior years.

Goodwill impairment and amortisation of
acquisition-related intangible assets
The goodwill and acquisition-related intangible assets
(mainly related to the capitalised value of customer
lists), which resulted in these charges, arose when the
Group acquired a number of its current businesses.
As a contrast, organically-developed businesses in
the Group, whilst clearly benefitting from intangible
assets such as talent and customer relationships,
do not have any associated goodwill or acquisitionrelated intangible assets recognised in the Group’s
consolidated statement of financial position.

a. Revenue
Statutory revenue arising in each of the
underlying, onerous contract and disposed
business components. Underlying revenue is a Key
Performance Indicator (KPI).
Integrated Report and Accounts 2018 G4S plc
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ALTERNATIVE PERFORMANCE MEASURES (APMS) CONTINUED

Impairment and amortisation of goodwill and
acquisition-related intangible assets are excluded from
Adjusted PBITA as they relate to historical acquisition
activity rather than the underlying trading performance
of the business, and this presentation enables
effective comparison of business performance across
the Group, regardless of whether businesses were
acquired or developed organically. This approach
provides management with comparable information
for day-to-day decision making. The income and
trading profits earned from previously-acquired
businesses are, however, included within Adjusted
PBITA, and this treatment may differ from how other
groups present profits and amortisation of intangible
assets relating to businesses acquired.
The Group reports amortisation of all non-acquisitionrelated intangible assets, which are mainly related to
development costs and software, as a charge within
Adjusted PBITA, to reflect the amortisation of capital
expenditure invested in these assets to deliver the
day-to-day operations, consistent with the treatment
of depreciation of capital expenditure invested in
property, plant and equipment.

Specific items
These items are those that, based on management’s
judgment, need to be disclosed separately in
arriving at operating profit by virtue of their size,
nature or incidence. They are excluded from the
Group’s adjusted performance measures since they
are not considered to be representative of the
underlying financial performance of the business.
In determining whether an event or transaction
is specific, management considers quantitative as
well as qualitative factors such as the frequency or
predictability of occurrence.
All specific items are evaluated and approved by the
Group’s Audit Committee prior to being separately
disclosed. The Group seeks to be balanced when
reporting specific items for both debits and credits,
and any reversal of an excess provision previously
created as a specific item is recognised consistently as
a specific item. The associated tax impact of specific
items is recorded within the specific items tax charge.
In addition, tax-specific charges or credits, such as
those arising from changes in tax legislation which
have a material impact, and which are unrelated to
net specific items, are also included within the specific
items tax charge. Consistent with the treatment of
pre-tax specific items, significant tax charges or credits
that occur, which are not related to core businesses
but which would have a significant impact on the
Group’s tax charge, would also be classified as taxspecific items.
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Profits and losses on disposal or
closure of subsidiaries and losses from
discontinued operations
These items are excluded from the Group’s adjusted
performance measures since they are not reflective of
the underlying financial performance of the Group.
Further details regarding these excluded items can be
found in note 8 on page 163.
Underlying Adjusted PBITA is a KPI.

d. Operating cash flow
Net cash flow from operating activities before
tax. Underlying operating cash flow excludes
restructuring spend and is a KPI.

e. Operating cash flow conversion
Operating cash flow presented as a percentage of
Adjusted PBITA.

f. Earnings
Profit attributable to equity shareholders of G4S
plc. Underlying earnings is a KPI.

g. Earnings per share (EPS)
Profit attributable to equity shareholders of
G4S plc, per share, from continuing operations.
Underlying EPS is a KPI.

h. Net debt to Adjusted EBITDA
The ratio of total net debt (including investments,
finance lease liabilities and cash and overdrafts
reported within net assets of disposal groups held
for sale) to adjusted earnings attributable to equity
shareholders before interest, tax, depreciation and
amortisation (‘Adjusted EBITDA’). This ratio is a
factor in the board’s assessment of the financial
strength of the Group, and is a key measure of
compliance with covenants in respect of the
Group’s borrowing facilities.
Certain of these financial performance indicators in
respect of underlying results also form a significant
element of performance measurement used in the
determination of performance-related remuneration
and incentives, as follows:
■■ Adjusted PBITA – annual bonus plans for senior
managers in regional management;
■■ Operating cash flow – annual bonus plans and
long-term incentive plan for all senior management
including executive directors;
■■ Adjusted earnings – annual bonus plans for
executive directors and functional directors who
are members of the Group Executive Committee;
and
■■ Adjusted EPS growth – long-term incentive
plan for all senior management including
executive directors.

CHIEF FINANCIAL OFFICER’S REVIEW

FINANCIAL
HIGHLIGHTS
STATUTORY RESULTSa

UNDERLYING RESULTSd

REVENUE

REVENUE

£7.5bn -4.0%

£7.3bn +1.1%

ADJUSTED PBITAb

ADJUSTED PBITAb

£460m -6.5% a

£474m

EARNINGSc

EARNINGSc

£82m -65.4%

£259m +0.4%

NET DEBT: ADJUSTED EBITDAb

OPERATING CASH FLOW

2.7x

£453m -12.2%

(2017: £7.8bn)

(2017: £7.2bn)

(2017: £492m)

TIM WELLER,

Group Chief Financial Officer

Our underlying results in 2018 were in
line with 2017 with improving revenue
momentum in the second half of the
year underpinning the positive outlook
for 2019.

(2017: £474m)

(2017: £237m)

(2017: £258m)

(2017: 2.4x)

(2017: £516m)

FINAL DIVIDEND

6.11p

(2017: 6.11p)
RESULTING IN A
TOTAL DIVIDEND OF

9.70p

(2017: 9.70p)
Chief Financial Officer’s review
Introduction


Revenue
Adjusted PBITAb
Adjusted PBITAb margin
Earningsc
Earnings per sharec
Operating cash flow

Statutory Resultsa
Actual foreign exchange rates
2017
2018
Restatede

£7,512m
£460m
6.1%
£82m
5.3p
£413m

£7,826m
£492m
6.3%
£237m
15.3p
£488m

%

(4.0)
(6.5)
(65.4)
(65.4)
(15.4)

Underlying Resultsd
Constant foreign exchange rates
2017
2018
Restatede

£7,289m
£474m
6.5%
£259m
16.7p
£453m

£7,213m
£474m
6.6%
£258m
16.7p
£516m

%

1.1
–
0.4
–
(12.2)

a. See page 149 for the basis of preparation of statutory results.
b. Adjusted PBITA and net debt: Adjusted EBITDA are Alternative Performance Measures as defined as explained on pages 40-42.
c. Earnings is defined as profit attributable to equity shareholders of G4S plc. Underlying earnings and underlying earnings per share (“EPS”) are adjusted to exclude specific and other
separately disclosed items, as explained on page 40, and are reconciled to statutory earnings and EPS on page 50.
d. Underlying results are Alternative Performance Measures as defined and explained on page 40. They are reconciled to the Group’s statutory results on page 50.
The underlying results are presented at constant exchange rates other than for operating cash flow which is presented at actual rates for both 2017 and 2018.
e. Restated for the adoption of IFRS 15 – Revenue from Contracts with Customers, see note 3(u) on page 155.
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Basis of preparation
The following discussion and analysis on pages 44 to 57 is based on, and should be read in conjunction with, the consolidated financial
statements, including the related notes, that form part of this annual report. The consolidated financial statements have been prepared
in accordance with IFRS as adopted by the EU as explained on page 149.
Business Performance – statutory results
Statutory results at actual exchange rates

Revenue
Adjusted profit before interest, tax and amortisation (Adjusted PBITA)
Specific items - charges
Specific items - credits
Guaranteed Minimum Pension equalisation charge
California class action settlement
Restructuring costs
(Loss)/profit on disposal/closure of subsidiaries/businesses
Acquisition-related amortisation
Operating profit
Interest costs (net)
Profit before tax
Tax
Profit after tax
Profit/(loss) from discontinued operations
Profit for the year
Non-controlling interests
Profit attributable to equity holders of the parent (“statutory earnings”)
EPS
Operating cash flow

2018
£m

7,512
460
(32)
10
(35)
(100)
(31)
(15)
(4)
253
(110)
143
(55)
88
2
90
(8)
82
5.3p
413

2017
Restateda
£m

7,826
492
(34)
–
–
–
(20)
74
(10)
502
(115)
387
(128)
259
(6)
253
(16)
237
15.3p
488

YoY
%

(4.0)
(6.5)
(5.9)
n/a
n/a
n/a
55.0
(120.3)
(60.0)
(49.6)
(4.3)
(63.0)
(57.0)
(66.0)
(133.3)
(64.4)
(50.0)
(65.4)
(65.4)
(15.4)

a. 2017 results have been restated for the effect of adopting IFRS 15 – see note 3(u).

Revenue
Revenue decreased by 4.0% compared with the prior year statutory results. Of the decrease, 2.7% (£211m) was due to movements in
exchange rates caused by the relative strengthening of the average sterling exchange rates affecting the Group. Excluding the effects of
movements in exchange rates, revenue decreased by 1.4% mainly due to a £190m reduction in revenue in respect of businesses disposed
during the current and prior years including the Group’s businesses in Hungary and Israel and its Youth Services business in North America.
Revenue from onerous contracts is slightly higher than the prior year at £118m (2017: £107m). Excluding the effects of movements in
exchange rates, revenue from disposed businesses and onerous contracts, revenue grew by 1.1% at constant exchange rates.
Business performance is discussed in more detail by service line and region on page 57.

Adjusted PBITA
Adjusted PBITA of £460m (2017: £492m) was down 6.5%. Of the decrease, 2.0% (£10m) was due to movements in exchange rates.
Excluding the effect of movements in exchange rates, Adjusted PBITA decreased by 4.6%, reflecting Adjusted PBITA growth in Secure
Solutions offset by lower revenue and increased business development and operating costs in the Cash Solutions division, as well as a
reduction in Adjusted PBITA from disposed businesses of £17m. Excluding the effect of movements in exchange rates, Adjusted PBITA
from disposed businesses and onerous contracts, the Group’s Adjusted PBITA remained in line with the prior year.

Specific items - charges
The specific items charges of £32m (2017: £34m) include £12m related to additional provisions in Asia in respect of historical employee
gratuities and end of service benefits and £11m related to the reassessment of estimated settlement amounts in respect of historical
workers’ compensation claims in the Americas. Also included in specific item charges is a £9m onerous contract charge related to two
UK Care & Justice Services contracts, reflecting the estimated losses over their expected remaining terms.
Specific items charges incurred during the year ended 31 December 2017 of £34m included £19m primarily relating to the anticipated
total losses over the next 15 to 20 years in respect of certain UK government contracts, £6m related to the estimated cost of settlement
of subcontractor claims from commercial disputes in respect of prior years, and £9m related mainly to the settlement of labour disputes
in respect of prior years in the Americas.
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Specific items - credits
The specific items credits of £10m (2017: £nil) include a £5m release of onerous contract provisions in the UK for which the related charges had
previously been created as specific items, following the implementation of operational efficiencies in the contracts leading to a reduction in expected
future losses. In addition, a further £5m related to successful court claims made by the Group in the Americas has been credited as a specific item.

Guaranteed minimum pension equalisation charge
Following the UK High Court Ruling in the case of Lloyds Banking Group Pension Trustees Limited v Lloyds Bank plc (and others) in
October 2018, the Group recorded a charge of £35m (2017: £nil) in respect of the equalisation of benefits for historical Guaranteed
Minimum Pension obligations between males and females in the UK.

California class action settlement
In January 2019, the Group agreed the settlement of a class action relating to claims for employee meal and rest breaks for the period
2001 to 2010 in California. This settlement is subject to the final approval of the Superior Court of the State of California. The amount to
be settled is between US$100m and US$130m with the precise amount to be determined during the settlement administration process.
A provision of £100m has been established in the accounts for the year ended 31 December 2018 representing management’s best
estimate of the amount of the class action settlement and any related costs.

Restructuring costs
The Group invested £31m (2017: £20m) in restructuring programmes during the year ended 31 December 2018, relating to the 20182020 strategic productivity programme announced in 2017 which is being implemented across the Group, mainly in Europe & Middle
East, the Americas and Cash Solutions. In addition, the Group incurred non-strategic reorganisation costs of £9m (2017: £10m) which are
included within Adjusted PBITA. We expect to invest around £20m in restructuring the Cash Solutions business in 2019 and estimate that
the costs of the cash separation review and separation process will be between £25m and £50m.

(Loss)/profit on disposal and closure of subsidiaries/businesses
The Group recognised a net loss on disposal and closure of subsidiaries/businesses of £15m (2017: profit of £74m) relating to the disposal
of a number of the Group’s operations including its businesses in Hungary and the Philippines, its archiving business in Kenya and the Cash
Solutions businesses in the United Arab Emirates, Colombia and Saudi Arabia. Disposals in 2017 included the Group’s businesses in Israel
and Bulgaria and the Group’s Youth Services business in North America.

Acquisition-related amortisation
Acquisition-related amortisation of £4m (2017: £10m) is lower than the prior year as certain intangible assets recognised on a number
of legacy acquisitions became fully amortised in 2017.

Operating profit
Operating profit for the year of £253m (2017: £502m) was down 49.6% reflecting the 6.5% reduction in Adjusted PBITA together with
the additional charges in the current year in respect of the California class action settlement and the UK guaranteed minimum pension
equalisation charge; the loss on disposals in the year of £15m (2017: profit on disposal of £74m) and the other specific and separately
disclosed items described above.

Net interest costs
Net interest payable on net debt was £92m (2017: £92m). Net other finance costs were £7m (2017: £12m) and the pension interest
charge, related to the unwinding of the discount in relation to long-term pension liabilities, was £11m (2017: £11m), resulting in a total net
interest cost of £110m (2017: £115m).

Tax
The statutory tax charge of £55m (2017: £128m) for 2018 included a tax charge of £93m (2017: £89m) on the Group’s underlying profits, as
explained on page 51, a tax credit on onerous contracts of £nil (2017: £4m), a tax charge of £1m (2017: £10m) in respect of disposed businesses,
a tax credit of £7m (2017: £4m) in respect of restructuring costs and a net tax credit of £32m (2017: tax charge of £37m, which included £19m in
respect of the tax impact of the US tax reform) in respect of specific and other separately disclosed items.
The Group’s statutory tax charge represents an effective rate of 38% (2017: 33%) on profit before tax of £143m (2017: £387m). The effective
tax rate is a function of a variety of factors, with the most significant being (i) the geographic mix of the Group’s taxable profits and the respective
country tax rates, (ii) changes in the value, and recognition of, deferred tax assets and liabilities, (iii) permanent differences such as expenses
disallowable for tax purposes, (iv) irrecoverable withholding taxes, (v) the level of provision required for potential tax liabilities not agreed with tax
authorities, (vi) the impact of one-off items including tax claims, and (vii) the overall level of profit against which the preceding items are measured.
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The higher effective tax rate compared with the prior year is primarily driven by (i) an increase in profits taxed at a higher rate, (ii) the relative amount
of non-deductible expenses, (iii) the reassessment of the recoverability of certain deferred tax assets, and (iv) the relative amount of irrecoverable
withholding taxes. This is offset by the one-off tax impact in 2017 of the US Tax Cuts and Jobs Act and changes in 2018 in the level of provision
required for potential tax liabilities not agreed with tax authorities.
At any point in time, the Group is typically subject to tax audits in a number of different countries. In situations where a difference of opinion arises
between the Group and a local tax authority in respect of its tax filings, the Group will debate the contentious areas and, where necessary, resolve
them through negotiation or litigation. The Group relies upon advice and opinions from the Group tax department, local finance teams and external
advisors, to ensure that the appropriate judgments are arrived at in establishing appropriate accounting provisions in relation to such disputes.

Non-controlling interests
Profit attributable to non-controlling interests was £8m in 2018, a decrease from £16m recorded in 2017, reflecting the non-controlling
partners’ share of profit of certain businesses in Europe & Middle East.

Profit for the year
The Group reported profit for the year attributable to equity holders of the parent (“statutory earnings”) of £82m (2017: £237m) which
reflects the lower Adjusted PBITA together with the loss on disposal and closure of subsidiaries/businesses in the current year compared
with the profit recognised in the prior year, and the additional charges in the current year in respect of the California class action settlement
and the UK Guaranteed Minimum Pension equalisation charge.

Earnings per share
Statutory earnings per share decreased to 5.3p (2017: 15.3p), based on the weighted average number of shares in issue of 1,547m (2017:
1,548m) shares in issue. A reconciliation of the Group’s statutory profit for the year to EPS is provided below:



Profit for the year
Non-controlling interests
Profit attributable to equity holders of the parent (earnings)
Average number of sharesa (m)
Statutory earnings per share

Earnings per share
Statutory 2017 Adjusted Statutory
Statutory at actual exchange 2017 at constant
exchange rates
2018
ratesb
£m
£m
£m

90
(8)
82
1,547
5.3p

253
(16)
237
1,548
15.3p

249
(17)
232
1,548
15.0p

a. Stated net of the average number of shares held in the Employee Benefit Trust of 5m (2017: 4m).
b. Refer to page 40 for a definition of constant currency results.

REVIEW OF THE GROUP’S CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Significant movements in the consolidated statement of financial position
Current loan notes reduced to £464m (2017: £655m), reflecting the net repayment of certain loan notes during the year, as explained on
page 47. In addition, non-current bank loans increased to £293m (2017: £5m) following the draw-down of the new US$350m committed
term loan facility in November 2018.
The following movements in the Group’s consolidated statement of financial position are set out elsewhere in this report, as follows:
■■
■■
■■
■■

cash, cash equivalents and overdrafts are explained on page 47;
retirement benefit obligations are explained in note 31;
provisions are analysed in note 32 on page 195; and
net debt is analysed in note 36.

Total equity
Total equity at 31 December 2018 was £783m (2017: £843m). The main movements during the year were: profit for the year of
£90m (2017: £253m), other comprehensive income of £44m (2017: losses of £47m) which included a re-measurement gain on defined
retirement benefit schemes of £38m (2017: £26m) as explained on page 49, an exchange gain on translation of foreign operations of
£45m (2017: loss of £125m) reflecting more favourable movements in currencies in the major countries in which the Group operates
against sterling, a loss from changes in the fair value of net investment hedging financial instruments of £42m (2017: gain of £56m), a gain
from changes in the fair value of cash flow hedging financial instruments of £11m (2017: £nil) and dividends paid in the year of £170m
(2017: £179m).
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Review of the Group’s cash flow and financing
Consolidated statement of cash flow

Net cash flow from operating activities before tax was £413m (2017: £488m). Net cash inflow from operating activities was £315m (2017:
£402m) reflecting lower operating cash flow generation in the Americas and Europe & Middle East. Net cash used in investing activities was
£48m (2017: cash generated £81m), including £45m (2017: £156m) of net business disposal proceeds. Net cash outflow from financing
activities was £209m (2017: £570m with the difference compared with the prior year being mainly proceeds from borrowings of £761m
(2017: £437m)). Cash, cash equivalents and overdrafts at 31 December 2018 were £673m (2017: £571m), a net increase compared
with 31 December 2017 including the impact of exchange rate movements of £102m (2017: £101m). The Group’s statutory cash flow is
presented in full on page 148.

Net debt

The Group’s net debt as at 31 December 2018 was £1,558m (December 2017: £1,487m). The Group’s net debt to Adjusted EBITDA
ratio was 2.7x (2017: 2.4x) reflecting both the increase in net debt and the reduction in Adjusted PBITA as described above. A detailed
reconciliation of movements in net debt is provided on page 54. In light of the expected cash costs of the settlement of the California class
action, the costs of the Cash business separation review, spend in respect of onerous contracts and restructuring costs expected in 2019,
we expect the Group’s net debt to Adjusted EBITDA ratio to remain broadly unchanged during 2019. Notwithstanding this, the Group’s
business plan supports a reduction in the ratio to 2.5x or below over the medium term.

Net debt maturity

In April 2018, the Group’s credit rating was affirmed by Standard & Poor’s as BBB-; however the outlook was revised from negative
to stable. As at 31 December 2018 the Group had liquidity of £1,423m (2017: £1,571m) comprising cash, cash equivalents and bank
overdrafts of £673m (2017: £571m) and unutilised but committed facilities of £750m (2017: £1,000m).
During the year, the Group arranged a US$350m term facility, maturing in August 2021, which was fully drawn, and also amended the
available Revolving Credit Facility, reducing it to £750m while extending the maturity for a further one and a half years to August 2023.
As at 31 December 2018 there were no drawings from this facility. In May 2018 the Group issued a €550m Public Bond which matures in
May 2025 and pays an annual coupon of 1.875%. During the year the Group also repaid £44m of GBP private loan notes, US$224m of US
private loan notes and €500m of public Eurobonds.
The debt maturities in 2019 comprise the US$145m US Private Placement notes repaid in March 2019 and the £350m Public Bond due
in May 2019 which will be financed primarily by utilising a £300m bridge facility arranged in January 2019. The recent refinancings have
secured around £20m of annualised interest cost savings per annum by the end of 2019. The Group has good access to capital markets
and a diverse range of finance providers. Borrowings are principally in pounds sterling, US dollars and euros, reflecting the geographies of
significant operational assets and earnings.
The Group’s main sources of finance and their applicable rates as of 31 December 2018 are set out below:

Debt instrument/Year
of issue






Post-hedging
Nominal
Issued
average
a
amount interest rate interest rate

US PP 2007
US$145m
5.96%
US PP 2007
US$105m
6.06%
US PP 2008
US$74.5m
6.88%
Public Bond 2009
£350m
7.75%
Public Bond 2016
€500m
1.50%
Public Bond 2017
€500m
1.50%
Public Bond 2018
€550m
1.88%
Term Loan Facility 2018
US$350m
3.64%
£750m
Revolving Credit
(multi-currency) Undrawn
Facility 2018 c




Year of redemption and amounts (£m)b

2019

2020

2021

2022

2023

2024

2025

Total

3.17%
3.23%
6.88%
7.75%
2.23%
3.22%
2.78%
3.64%

114


350







58













275


82











450









442









484


114
82
58
350
450
442
484
275

–



464


58


275


82


450


442


484

–
2,255

a. Nominal debt amount. For fair value carrying amount see note 30.
b. Translated at exchange rates prevailing at 31 December 2018, or hedged exchange rates where applicable.
c. The revolving credit facility matures in August 2023. As at 31 December 2018 there were no drawings from this facility.

The Group’s average cost of gross borrowings in 2018, net of interest hedging, was 3.9% (2017: 4.1%).
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Financing and treasury activities
The Group’s treasury function is responsible for ensuring the availability of cost-effective finance and for managing the Group’s financial risk arising
from currency and interest rate volatility and counterparty credit. Group Treasury is not a profit centre and is not permitted to speculate in financial
instruments. The treasury department’s policies are set by the board and the treasury function is subject to the controls appropriate to the risks it
manages, which are discussed in note 30 on pages 183 to 187.
To assist the efficient management of the Group’s interest costs, the Group operates a multi-currency notional pooling cash management
system with a wholly-owned subsidiary of an A-rated bank. The Group presents pooled cash and overdrafts gross in the consolidated
statement of financial position.

Other information
Significant exchange rates applicable to the Group

The Group derives a significant portion of its revenue and profits in the following currencies. Closing and average rates for these currencies
are shown below:

£/US$
£/€
£/South Africa Rand
£/India Rupee
£/Brazil Real

As at
31 December
2018

1.2746
1.1130
18.3288
88.8104
4.9461

Year to 31
December 2018
average rates

1.3336
1.1294
17.5598
90.9294
4.8621

As at
31 December
2017

Year to 31
December 2017
average rates

1.3524
1.1250
16.7557
86.3531
4.4794

1.2964
1.1453
17.3187
84.3570
4.1506

Applying December 2018 closing rates to the Group’s underlying results for the year to 31 December 2018 would result in an increase
in underlying revenue of 1.9% to £7,427m (for the year ended 31 December 2017: increase of 1.9% to £7,353m) and an increase in
underlying Adjusted PBITA of 2.1% to £484m (for the year ended 31 December 2017: increase by 2.1% to £484m).
Applying December 2018 closing rates to the Group’s statutory results for the year to 31 December 2018 would result in an increase in
statutory revenue of 1.9% to £7,653m (for the year ended 31 December 2017: decrease of 1.0% to £7,746m) and an increase in statutory
Adjusted PBITA of 2.2% to £470m (for the year ended 31 December 2017: no change, at £492m).
The strenghening of the average Sterling exchange rates compared with the prior year led to a decrease in statutory revenue of 2.7% and a
decrease in statutory Adjusted PBITA of 2.0%. The impact of exchange rate movements reduced the Group’s net debt by £32m compared
with the prior year.

Dividend
In assessing the dividend, the board considers:
■■
■■
■■
■■
■■

future investment requirements;
the Group’s pension obligations;
net debt to Adjusted EBITDA;
the availability of distributable reserves in the parent company; and
reward to shareholders.

The directors propose a final dividend of 6.11p (DKK 0.5321) per share (2017: 6.11p per share; DKK 0.5097) reflecting the board’s
confidence in the Group’s performance and prospects. Our dividend policy is to increase the dividend in line with the long-term growth in
earnings. The interim dividend was 3.59p (DKK 0.2969) per share and the total dividend, if approved, will be 9.70p (DKK 0.8290) per share,
in line with 2017 (for the year ended 31 December 2017, the interim dividend was 3.59p; DKK 0.2948 and the total dividend was 9.70p;
DKK 0.8045).
The proposed dividend cover is 1.7x (2017: 1.8x) on underlying earnings.
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Pensions
As at 31 December 2018 the net defined benefit pension obligation in the consolidated statement of financial position was £364m (2017:
£381m) of which £248m (2017: £283m) related to material funded defined benefit schemes. Net of related deferred tax balances, the
Group’s net pension obligation was £302m (2017: £318m).
The most significant of the Group’s pension schemes is in the UK and accounts for over 86% (2017: 88%) of the Group’s total material
scheme obligations. The scheme has approximately 26,000 members and further details of the make-up of the scheme are given in note 31
on page 187.

Scheme assets
Obligations
Net UK obligations

2018
£m

2,219
(2,432)
(213)

2017
£m

2,345
(2,595)
(250)

The UK scheme’s pension liabilities decreased compared with the prior year reflecting the payment of scheduled deficit-repair contributions
of £41m (2017: £40m) during the year, together with the impact of applying a higher discount rate assumption of 2.85% (2017: 2.55%)
to the valuation of scheme obligations and adopting the latest mortality base-rate tables. These decreases were offset by an increase
in the pension liabilities of £35m (2017: £nil) following the equalisation of historical guaranteed minimum pension obligations after a
recent UK court ruling. The net reduction in the pension liabilities was partially offset by a loss incurred on the revaluation of the pension
scheme assets.
The triennial valuation of the UK scheme is underway, during which we expect to agree the future deficit-repair contributions.

Interest-rate risk and interest-rate swaps
The Group’s investments and borrowings at 31 December 2018 were a mix of fixed rates of interest and floating rates of interest linked to
LIBOR and EURIBOR.
The March 2007 and July 2008 private placement notes and the May 2009, November 2016, June 2017 and May 2018 public notes
were all issued at fixed rates, whilst the Group’s investments and bank borrowings were all at variable rates of interest linked to LIBOR
and EURIBOR.
The Group’s interest-risk policy requires Treasury to maintain a proportion of the Group’s debt at fixed rates within the range 25% to 75%,
using the natural mix of fixed and floating interest rates emanating from the bond and bank markets and by utilising interest rate and crosscurrency swaps. As at 31 December 2018 this percentage is 69% (2017: 73%).
Part of the proceeds of the private placement and public notes have been swapped to floating interest rates, and accounted for as fair
value hedges, with a net loss in the hedges at 31 December 2018 of £6m (2017: £14m). The market value of the pay-fixed receive-variable
swaps and the pay-fixed receive-fixed cross-currency swaps outstanding at 31 December 2018, accounted for as cash flow hedges and net
investment hedges, was a net asset of £32m (2017: £73m).

Foreign currency hedging
The Group has many overseas subsidiaries and joint ventures, denominated in various different currencies. Treasury policy is to manage
significant translation risks in respect of net operating assets and its consolidated net debt/Adjusted EBITDA ratio by holding foreigncurrency denominated loans, cross-currency swaps and to a lesser extent forward currency contracts.
At 31 December 2018, the Group’s US dollar and Euro net assets were approximately 74% and 84% respectively, hedged by foreign
currency debt. As at 31 December 2018, net debt held in US dollars and Euros, and in those currencies officially pegged to these two
currencies, equated broadly to a ratio of 2.5x Adjusted EBITDA generated from these currencies (2017: 2.3x Adjusted EBITDA).

Tax policy
The Group’s tax policy is set out at g4s.com/tax.

Corporate governance
The Group’s policies regarding risk management and corporate governance are set out in the Risk management section on pages 64
to 71 and in the Corporate governance report on page 96.
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Business performance – Alternative Performance Measures (APMs)

Summary Group results
Year ended 31 December 2018 (at 2018 average exchange rates)
Underlying
resultsa

£m

Revenue
Adjusted PBITAb
Profit before tax
Tax
Profit after tax
Earningse
EPSe
Operating cash flowf

7,289
474
365
(93)
272
259
16.7p
453

Onerous
contracts

118
(5)
(9)
–
(9)
(9)
(0.6)p
(11)

Disposed
businessesc Restructuring

105
(9)
(10)
(1)
(11)
(6)
(0.4)p
(3)



(31)
7
(24)
(24)
(1.6)p
(26)

Specific and
other separately
disclosed itemsd

Statutory



(172)
32
(140)
(138)
(8.9)p
–

7,512
460
143
(55)
88
82
5.3p
413

Specific and
other separately
disclosed itemsd

Constant
currencyh



45
(36)
9
1
0.1p
–

7,615
482
380
(125)
255
232
15.0p
488

Year ended 31 December 2017 (at 2018 average exchange rates) – restatedg
Underlying
resultsa

£m

Revenue
Adjusted PBITAb
Profit before tax
Tax
Profit after tax
Earningse
EPSe
Operating cash flowf

7,213
474
362
(87)
275
258
16.7p
516

Onerous
contracts

107
–
(16)
4
(12)
(12)
(0.8)p
(12)

Disposed
businessesc Restructuring

295
8
8
(10)
(2)
–
–
3



(19)
4
(15)
(15)
(1.0)p
(19)

Year ended 31 December 2017 (at 2017 average exchange rates) – restatedg
Underlying
resultsa

£m

Revenue
Adjusted PBITAb
Profit before tax
Tax
Profit after tax
Earningse
EPSe
Operating cash flowf

7,415
484
370
(89)
281
263
17.0p
516

Onerous
contracts

107
–
(16)
4
(12)
(12)
(0.8)p
(12)

Disposed
businessesc Restructuring

304
8
7
(10)
(3)
–
–
3



(20)
4
(16)
(16)
(1.0)p
(19)

Specific and
other separately
disclosed itemsd



46
(37)
9
2
0.1p
–

Statutory

7,826
492
387
(128)
259
237
15.3p
488

a. Underlying results are Alternative Performance Measures as defined and explained on page 40 and exclude the results from businesses disposed of during the current or prior year,
the effect of onerous contracts and specific and separately disclosed items.
b. Adjusted PBITA is an Alternative Performance Measure as defined and explained on page 41 and excludes specific and separately disclosed items.
c. Disposed businesses include the results of all businesses that have been sold or closed by the Group between 1 January 2017 and 31 December 2018 and are excluded from underlying
results to present current year and comparative underlying results on a like-for-like basis.
d. Other separately disclosed items include net (loss)/profit on disposal/closure of subsidiaries/businesses, the California class action settlement of £100m, the guaranteed minimum pension
equalisation charge of £35m and the results of discontinued operations. The associated tax impact is included within the tax charge within “other separately disclosed items”. In addition,
tax-specific charges or credits, such as those arising from changes in tax legislation which have a material impact, and which are unrelated to net specific items, are included within the tax
charge within “other separately disclosed items”. The accounting policy for specific and separately disclosed items is provided on page 42.
e. Earnings is defined as profit attributable to equity shareholders of G4S plc. Underlying Earnings and Underlying EPS exclude specific and other separately disclosed items as described on
page 40 and are reconciled to statutory earnings and statutory EPS above.
f. Operating cash flow is defined on page 42 as net cash flow from operating activities of continuing operations and is stated after pension deficit contributions of £41m (2017: £40m).
For the year ended 31 December 2017 it is presented at 2017 average exchange rates. Operating cash flow is reconciled to the Group’s movements in net debt on page 54.
g. Restated for the adoption of IFRS15 – see note 3(u).
h. Constant currency amounts show the 2017 statutory results retranslated at 2018 average exchange rates as described on page 40. Constant currency amounts should not be considered
as or used in place of the Group’s statutory results. Constant currency operating cash flow is translated at 2017 average exchange rates.
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Basis of preparation of underlying results
The following review discusses the Group’s underlying results, which are an alternative performance measure as described on page 40 and
are reconciled to statutory results on page 50. Throughout this review, to aid comparability, 2017 prior year results are presented on a
constant-currency basis by applying 2018 average exchange rates, unless otherwise stated.

Underlying results
At 2018 average exchange ratesb
Revenue
Adjusted profit before interest, tax and amortisation (Adjusted PBITAa)
Adjusted PBITAa margin
Interest
Profit before tax
Tax
Profit after tax
Non-controlling interests
Earningsa (profit attributable to equity holders of the parent)
EPSa
Operating cash flowa,b

2018a
£m

2017a
Restatedc
£m

7,289
474
6.5%
(109)
365
(93)
272
(13)
259
16.7p
453

7,213
474
6.6%
(112)
362
(87)
275
(17)
258
16.7p
516

YoY
%

1.1
–

(2.7)
0.8
6.9
(1.1)
(23.5)
0.4
–
(12.2)

a. Underlying results, Adjusted PBITA, earnings, EPS and operating cash flow are Alternative Performance Measures (“APMs”) as defined and explained on page 40. They exclude the effect
of specific and other separately disclosed items, the results of onerous contracts and the results of businesses sold or closed since 1 January 2017, and are reconciled to the Group’s
statutory results on page 50.
b. 2017 comparatives are presented at 2018 average exchange rates as described on page 40, except for operating cash flow which is presented at 2017 average exchange rates.
c. The 2017 results have been restated for the effect of adopting IFRS 15 (see note 3(u)).

Revenue
The Group’s revenue increased by 1.1% year-on-year. Secure Solutions revenues were 3.1% higher than the prior year, as explained on
page 44. Cash Solutions revenue decreased by 9.3% reflecting the mobilisation of a large Retail Cash Solutions contract in North America
in 2017.

Adjusted PBITA
Adjusted PBITA of £474m (2017: £474m) was in line with the prior year. This reflects Adjusted PBITA growth of 6.9% in Secure Solutions
offset by lower revenue and increased business development and operating costs in Cash Solutions.

Interest
Net interest payable on net debt was £91m (2017: £90m). Net other finance costs were £7m (2017: £11m) and the pension interest
charge, related to the unwinding of the discount in relation to long-term pension liabilities, was £11m (2017: £11m), resulting in a total net
interest cost of £109m (2017: £112m).

Tax
A tax charge of £93m (2017: £87m) was incurred on profit before tax of £365m (2017: £362m) which represents an effective tax rate
of 25% (2017: 24%). The effective tax rate is a function of a variety of factors, with the most significant being (i) the geographic mix of the
Group’s taxable profits and the respective country tax rates, (ii) changes in the value of deferred tax assets and liabilities, (iii) permanent
differences such as expenses disallowable for tax purposes, (iv) irrecoverable withholding taxes, (v) the level of provision required for
potential tax liabilities not agreed with tax authorities and (vi) the impact of one-off items including tax claims.

Non-controlling interests
Profit attributable to non-controlling interests was £13m in 2018, a decrease from £17m in 2017, reflecting the non-controlling partners’
share of profit of certain businesses in Europe & Middle East.

Earnings
The Group generated profit attributable to equity holders (“earnings”) of £259m (2017: £258m) for the year ended 31 December 2018.
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Earnings per share
Earnings per share was in line with the prior year at 16.7p (2017: 16.7p), based on the weighted average of 1,547m (2017: 1,548m) shares
in issue. A reconciliation of profit for the year to earnings per share is provided below:

Underlying earnings per share

Underlying profit for the year
Non-controlling interests
Underlying profit attributable to equity holders of the parent (earnings)
Average number of sharesa (m)
Underlying earnings per share

2018
£m

272
(13)
259
1,547
16.7p

2017 at
constant
exchange
rates
£m

275
(17)
258
1,548
16.7p

2017 at
actual
exchange
rates
£m

281
(18)
263
1,548
17.0p

a. Stated net the average number of shares held in the Employee Benefit Trust of 5m (2017: 4m).

Onerous contracts
The Group’s onerous contracts generated revenues of £118m (2017: £107m) for the year ended 31 December 2018. Adjusted PBITA
from onerous contracts of £(5) million for the year (2017: £nil) mainly represents the write down of the value of the assets and the
recognition of an onerous contract provision that were both individually below the threshold set to be classified as specific items, in respect
of two UK Care & Justice Services contracts.
During the year the Group recognised a net £4m additional onerous contract provision recorded as a specific item. This includes a £9m
charge related to two UK Care & Justice Services contracts, reflecting the estimated losses over the expected remaining contract terms.
In addition, a £5m credit has been booked as a specific item following the implementation of operational efficiencies in respect of certain
onerous contracts that has led to a reduction in expected future losses. It is expected that around 60% of the Group’s total provision for
onerous customer contracts of £51m will be utilised by the end of 2019.
In the year ended 31 December 2017 the Group recognised additional provisions of £19m, classified as specific items, primarily related to
the anticipated total losses over the next 15-20 years in respect certain UK government contracts.

Disposed businesses


Businesses disposed of during the year ended 31 December 2018, including the Group’s businesses in Hungary and the Philippines, an
archiving business in Kenya and the Cash Solutions businesses in the United Arab Emirates, Colombia and Saudi Arabia, generated revenue
of £105m and Adjusted PBITA of £(9)m in the year ended 31 December 2018 (year ended 31 December 2017: revenue £174m and
Adjusted PBITA £3m). Businesses sold during the year ended 31 December 2017 included the Group’s businesses in Israel and Bulgaria and
its Youth Services business in North America, and in total generated revenue of £121m and Adjusted PBITA of £5m for the year ended
31 December 2017.

Restructuring
The Group invested £31m (2017: £19m) in restructuring programmes during the year ended 31 December 2018, relating to the 20182020 strategic productivity programme announced in 2017 which is being implemented across the Group, mainly in Europe & Middle East,
the Americas and Global Cash Solutions. In addition, the Group incurred non-strategic severance costs of £9m (2017: £8m) which are
included within Adjusted PBITA. We expect to invest around £20m in restructuring the Cash Solutions business in 2019 and estimate that
the costs of the cash separation review and separation process will be between £25-50m.
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Specific and other separately disclosed items


Specific items - charges
Specific items - credits
Guaranteed minimum pension equalisation charge
California class action settlement
Net (loss)/profit on disposal/closure of subsidiaries/businesses
Acquisition-related amortisation
Specific and other separately disclosed items before tax
Tax credits/(charges) arising on specific and other separately disclosed items
Tax impact of the introduction of the US Tax Cuts and Jobs Act
Specific and separately disclosed items after tax
Profit/(loss) from discontinued operations
Non-controlling interests’ share of specific and other separately disclosed items
Total specific and other separately disclosed items – (charge)/credit to earnings

2018
£m

(23)
5
(35)
(100)
(15)
(4)
(172)
32
–
(140)
2
–
(138)

2017 at
constant
exchange
rates
£m

2017 at
actual
exchange
rates
£m

(18)
–
–
–
72
(9)
45
(17)
(19)
9
(6)
(2)
1

(18)
–
–
–
74
(10)
46
(18)
(19)
9
(6)
(1)
2

Specific items
The specific items charges of £23m (2017: £18m) include £12m related to additional provisions in Asia in respect of historical employee
gratuities and end of service benefits and £11m related to the reassessment of estimated settlement amounts in respect of historical
workers’ compensation claims in the Americas.
Specific items charges incurred during the year ended 31 December 2017 of £18m primarily comprised £6m related to the estimated cost
of settlement of subcontractor claims from commercial disputes in respect of prior years, and £9m related mainly to the settlement of
labour disputes in respect of prior years in the Americas.
The specific items credit of £5m (2017: £nil) relate to successful court claims made by the Group in the Americas.

Guaranteed minimum pension equalisation charge
Following the UK High Court Ruling in the case of Lloyds Banking Group Pension Trustees Limited v Lloyds Bank plc (and others) in
October 2018, the Group recorded a charge of £35m (2017: £nil) in respect of the equalisation of benefits for historical guaranteed
minimum pension obligations between males and females in the UK.

California class action settlement
In January 2019 the Group agreed the settlement of a class action relating to claims for employee meal and rest breaks for the period
2001 to 2010 in California. This settlement is subject to the final approval of the Superior Court of the State of California. The amount to
be settled is between US$100m and US$130m with the precise amount to be determined during the settlement administration process.
A provision of £100m has been established in the accounts for the year ended 31 December 2018 representing management’s best
estimate of the amount of the class action settlement and any related costs.

Net (loss)/profit on disposal and closure of subsidiaries/businesses
During the year, the Group recognised a net loss of £15m (2017: profit of £72m) relating to the disposal of a number of its operations
including its businesses in Hungary and the Philippines, its archiving business in Kenya and the Cash Solutions businesses in the United Arab
Emirates, Colombia and Saudi Arabia. Disposals in 2017 included the Group’s businesses in Israel and Bulgaria and the Group’s Youth
Services business in North America.

Acquisition-related amortisation
Acquisition-related amortisation of £4m (2017: £9m) is lower than the prior year as certain intangible assets recognised on a number of
legacy acquisitions became fully amortised in 2017.
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Tax credits/(charges) arising on specific and other separately disclosed items
Tax credits arising on specific and other separately disclosed items were £32m (2017: charges of £17m which related primarily to the
disposal of subsidiaries in the Americas region). The Group expects amounts owed to class members and their advisors under the proposed
California class action settlement to be deductible for US Federal and State tax purposes when paid and, in reognition of this, a deferred tax
asset has been established in the accounts for the year ended 31 December 2018.

Tax impact of the introduction of the US Tax Cuts and Jobs Act (“US tax reform”)
The Tax Cuts and Jobs Act introduced significant changes in US tax laws with effect from 1 January 2018. For 2017, the changes in
legislation resulted in a separately disclosed one-off charge to the income statement of £19m arising from the re-measurement and
impairment of deferred tax assets due to the reduction in the US Federal tax rate, and from the impairment of foreign tax credits which are
no longer expected to be recovered in future periods against foreign source income.

Reconciliation between statutory operating profit and net debt
A reconciliation between operating profit as presented in the Group’s consolidated income statement to movement in net debt is
presented below with 2018 amounts presented at actual rates for the year and the prior year amounts presented at 2017 average
exchange rates.
2018
£m



Operating profit
Adjustments for non-cash and other items (see page 148)
Net working capital movement
Net cash flow from operating activities before tax (page 148)
Adjustments for:
Restructuring spend
Cash flow from continuing operations
Analysed between:
Underlying operating cash flow
Disposed businesses
Onerous contracts

Investment in the business
Purchase of fixed assets, net of disposals
Restructuring spend
Disposal/closure of subsidiaries/businesses (see note 17)
Acquisition of subsidiaries (see note 16)
Net debt in disposed businesses
New finance leases
Net investment in the business

Net cash flow after investing in the business

Other uses of funds
Net interest paid
Tax paid
Dividends paid
Purchase of own shares
Transactions with non-controlling interests (see note 16)
Other
Net other uses of funds

Net (increase)/decrease in net debt before foreign exchange movements

Net debt at the beginning of the year
Effect of foreign exchange rate fluctuations
Net debt at the end of the year
1. Restated for the adoption of IFRS15 – see note 3(u).
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253
240
(80)
413

26
439

453
(3)
(11)


(102)
(26)
45
(4)
(9)
(10)
(106)

333


(99)
(98)
(170)
(11)
(1)
7
(372)

(39)

(1,487)
(32)
(1,558)

2017
Restated1
£m

502
40
(54)
488

19
507

516
3
(12)


(104)
(19)
156
(1)
(11)
(3)
18

525


(78)
(86)
(179)
(10)
(16)
6
(363)

162

(1,670)
21
(1,487)

Movement in net debt during the year
Cash flow from continuing operations before restructuring spend was £413m (2017: £488m) after pension deficit-repair contributions of £41m
(2017: £40m) during the year. Cash outflow from businesses disposed of or closed was £3m (2017: £3m inflow), and cash outflow from onerous
contracts was £11m (2017: £12), both of which were excluded from underlying operating cash flow. Underlying operating cash flow reduced to
£453m (2017: £516m) and represents 95.6% (2017: 106.6%) of underlying Adjusted PBITA. The reduction compared with the prior year primarily
reflects a lower level of operating cash flow generation in the Americas region, which was impacted by the US Federal Government shutdown in the
run‑up to the year‑end, and in Europe & Middle East where the phasing of cash flows in respect of a small number of major contracts reduced cash
conversion in the year.
The Group invested £102m (2017: £104m) in net capital expenditure and received net proceeds of £45m (2017: £156m) from the disposal of
businesses. The Group made no significant acquisitions during the year.
Net cash inflow after investing in the business was £333m (2017: £525m). The Group’s net increase in net debt before foreign exchange movements
was £39m (2017: decrease of £162m) after net interest paid which increased to £99m (2017: £78m) primarily reflecting the initial annual interest
payment in respect of the EUR500m bond issued in June 2017, tax paid of £98m (2017: £86m) and dividends paid of £170m (2017: £179m).
The Group’s net debt as at 31 December 2018 was £1,558m (December 2017: £1,487m).

TIM WELLER

Group Chief Financial Officer
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Reconciliation of prior period results from core businesses by segment to prior period underlying results by new segments – for the
year ended 31 December 2017
Revenue

Year ended 31 December 2017 (£m)

Core
businesses as
previously
reporteda

Africa
Latin America
North America
Americas
Asia Pacific
Middle East & India
Europe
United Kingdom & Ireland
Europe & Middle East
Cash Solutions
Total before corporate costs
Corporate costs
Total

457
693
2,006
2,699
736
845
1,356
1,334
3,535
–
7,427
–
7,427

Year ended 31 December 2017 (£m)

Africa
Americas
Asia Pacific
Europe & Middle East
Cash Solutions
Total revenue

Core
businesses
in new
structure

387
2,433
871
2,527
1,209
7,427

Adjusted PBITAi

Secure
Cash
Solutions
b
Solutions re-classificationc

(70)
(41)
(225)
(266)
(223)
(54)
(303)
(293)
(650)
1,209
–
–
–

–
–
–
–
358
(358)
–
–
(358)
–
–
–
–

Core
Core
businesses businesses as
in new
previously
structure
reporteda

387
652
1,781
2,433
871
433
1,053
1,041
2,527
1,209
7,427
–
7,427

46
29
123
152
65
58
104
120
282
–
545
(49)
496

Secure
Cash
Solutions
b
Solutions re-classificationc

(18)
(7)
(25)
(32)
(32)
–
(43)
(35)
(78)
160
–
–
–

Portfolio
businessese

Onerous
contracts

Disposed
businessesf

IFRS 15g

Underlying
results
at actual
exchange
rates

–
4
–
–
(4)
–

12
56
25
102
87
282

–
–
–
12
–
12

(5)
(27)
(25)
(134)
(113)
(304)

–
–
–
(1)
(1)
(2)

394
2,466
871
2,506
1,178
7,415

Re‑classd

Africa
Americas
Asia Pacific
Europe & Middle East
Cash Solutions
Total before corporate costs
Corporate costs
Total Adjusted PBITA

28
120
60
177
160
545
(49)
496

–
3
–
–
(3)
–
–
–

1
–
–
4
(10)
(5)
–
(5)

–
–
–
–
–
–
–
–

(1)
(1)
–
(6)
–
(8)
–
(8)

–
–
–
1
–
1
–
1

Other financial KPIs (£m)
Profit before tax
Profit after tax
Earnings
Earnings per share – p
Operating cash flow


383
291
277
17.9
527


–
–
–
–
–


(7)
(14)
(15)
(1.0)
(7)


–
–
–
–
(1)


(7)
3
–
–
(3)


1
1
1
0.1
–

Core
businesses
in new
structure

–
–
–
–
27
(27)
–
–
(27)
–
–
–
–

28
22
98
120
60
31
61
85
177
160
545
(49)
496

Exchange
differencesh

Underlying
results at
constant
exchange
ratesi

(13)
(134)
(40)
(5)
(10)
(202)

381
2,332
831
2,501
1,168
7,213

28
122
60
176
147
533
(49)
484

(1)
(5)
(3)
–
(1)
(10)
–
(10)

27
117
57
176
146
523
(49)
474


370
281
263
17.0
516


(8)
(6)
(5)
(0.3)
–


362
275
258
16.7
516

a. Results from core businesses as previously reported in the Group’s results for the year ended 31 December 2017. Segment results were presented geographically with segments
combining both Secure Solutions and Cash Solutions.
b. As reported in the 2017 Integrated Report and Accounts, in January 2018 the Group created a new ‘Cash Solutions’ division. This column shows the re-classification of the results from
the Cash Solutions businesses that were previously included in geographical segments into the new Cash Solutions division.
c. With effect from 1 January 2018, the Secure Solutions division was consolidated into four regions: Africa, Americas, Asia and Europe & Middle East. Following this reorganisation, the
results of certain businesses previously reported in the Middle East & India region (primarily India and Bangladesh) are now reported in the Asia region.
d. As part of the disposal of the Colombia Cash business in 2018, a small number of contracts that were previously reported in the Cash Solutions division were transferred to the Colombia
Secure Solutions business and integrated into their operations. Results from these contracts have been re-classified to be reported within the Americas region in the Secure Solutions
division and prior year comparatives have been restated accordingly.
e. The financial impact of portfolio businesses is no longer material and to simplify reporting moving forwards, the Group has ceased separate columnar disclosure of the results of
these businesses.
f. To present results on a consistent and comparable basis, the results from any businesses sold or closed in either the current or prior years are excluded from the underlying results in both
the current and prior years. These include the Youth Services business in North America, the children’s homes business in the UK and the Group’s businesses in Israel and Bulgaria that
were sold in 2017 and the archiving business in Kenya, the Group’s businesses in Hungary and the Cash Solutions businesses in the United Arab Emirates, Colombia and Saudi Arabia that
were sold in 2018.
g. With effect from 1 January 2018 the Group has adopted IFRS 15 – Revenue from Contracts with Customers, as explained in note 3(u) which has resulted in certain 2017 income
statement line items being restated.
h. The results for the year ended 31 December 2017 were presented at average exchange rates for the year ended 31 December 2017 as described on page 40. The comparative results
have been re-presented at average exchange rates for the year ended 31 December 2018.
i. Underlying results are an APM and are explained on page 40 and reconciled to the Group’s statutory results on page 50.

56

G4S plc Integrated Report and Accounts 2018

REGIONAL AND SERVICE LINE REVIEW

2018 REGIONAL AND SEGMENTAL REVIEW – UNDERLYING RESULTS
Revenue
2018
£m

At 2018 average exchange rates

Revenue
2017
£m

a

405
2,443
881
2,501
6,230
1,059
7,289
7,289

Africa
Americas
Asia
Europe & Middle East
Secure Solutions
Cash Solutions
Total Group before corporate costs
Corporate costs
Total Group

381
2,332
831
2,501
6,045
1,168
7,213
7,213

YoY
%

6.3
4.8
6.0
3.1
(9.3)
1.1
1.1

Adjusted
PBITA
2018
£m

Organic
growthb
%

32
129
63
179
403
121
524
(50)
474

6.3
4.8
6.0
(0.2)
3.0
(9.4)
1.0
1.0

Adjusted
PBITA margin
YoY
2018
%
%

Adjusted
PBITAa
2017
£m

27
117
57
176
377
146
523
(49)
474

18.5
10.3
10.5
1.7
6.9
(17.1)
0.2
2.0
-

Adjusted
PBITA
margina
2017
%

7.9
5.3
7.2
7.2
6.5
11.4
7.2

6.5

7.1
5.0
6.9
7.0
6.2
12.5
7.3

6.6

a. Restated for the effect of IFRS 15 (see note 3(u)).
b. Organic growth is calculated based on revenue growth at 2018 average exchange rates, adjusted to exclude the impact of any acquisitions or disposals during the current or prior year.
During 2018 we successfully renegotiated the shareholder agreements for certain businesses in Europe & Middle East and Cash Solutions, increasing our control and economic interest in
those businesses with no incremental investment and the effect of this is excluded from organic growth.

Regional and service line financial performance
The Group’s business performance for internal
management reporting presents underlying results,
onerous contracts and disposed or closed businesses,
analysed between segments. The Group’s segmental
results are presented above, excluding onerous
contracts and disposed or closed businesses.
A reconciliation between underlying results and
statutory results by segment is presented below.
All commentary, results and tables on pages 57 to
62 are based on underlying results, with prior year
comparatives presented at constant exchange rates,
as described on page 40, unless stated otherwise.





Revenue
Africa
Americas
Asia
Europe & Middle East
Cash Solutions
Total Group revenue

Adjusted PBITA
Africa
Americas
Asia
Europe & Middle East
Cash Solutions
Total Group before
corporate costs
Corporate costs
Total Group
Adjusted PBITA

Regional and segmental summary
(see pages 58 to 62)
During 2018, Group revenues grew 1.1% to £7.3bn,
with growth in Secure Solution of 3.1% offset by a
9.3% decline in Cash Solutions revenue.
Adjusted profit before interest, tax and amortisation
(Adjusted PBITA) was unchanged at £474m, with the
Adjusted PBITA margin 10 b.p. lower at 6.5% with
the reduced margin in Cash Solutions offsetting strong
performances in Secure Solutions.


406
2,443
882
2,644
1,137
7,512


31
127
63
175
114

Disposed
businesses
£m


(1)
–
(1)
(25)
(78)
(105)


1
2
–
(1)
7

Onerous
contracts
£m


–
–
–
(118)
–
(118)


–
–
–
5
–

Growth in Secure
Solutions Adjusted
PBITA in 2018

Corporate Costs
Corporate costs comprise the costs of the G4S
plc board and the central costs of running the
Group including executive, governance and central
support functions.

For the year ended 31 December 2018
Statutory
results
£m

6.9%

Underlying
results
£m


405
2,443
881
2,501
1,059
7,289


32
129
63
179
121

Statutory
results
£m


399
2,493
896
2,747
1,291
7,826


29
123
60
182
147

For the year ended 31 December 2017
Underlying results
Underlying results
Disposed
Onerous at 2017 average
Exchange at 2018 average
businesses
contracts
exchange rates
movements
exchange rates
£m
£m
£m
£m
£m


(5)
(27)
(25)
(134)
(113)
(304)


(1)
(1)
–
(6)
–


–
–
–
(107)
–
(107)


–
–
–
–
–


394
2,466
871
2,506
1,178
7,415


28
122
60
176
147


(13)
(134)
(40)
(5)
(10)
(202)


(1)
(5)
(3)
–
(1)


381
2,332
831
2,501
1,168
7,213


27
117
57
176
146

510
(50)

9
–

5
–

524
(50)

541
(49)

(8)
–

–
–

533
(49)

(10)
–

523
(49)

460

9

5

474

492

(8)

–

484

(10)

474
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SECURE SOLUTIONS
During 2018, our Secure Solutions business delivered organic revenue growth of 3.0%. Despite tightening
labour supply and intense competition in manned security services in some geographies, our commercial
discipline, productivity programmes and growing technology-enabled security revenues meant that we
strengthened our Adjusted PBITA margin in all four regions and the overall Secure Solutions Adjusted PBITA
margin rose from 6.2% to 6.5%.

AFRICA
SECURE SOLUTIONS – REGIONAL PRESIDENT MEL BROOKS
2018 HIGHLIGHTS:
UNDERLYING RESULTS

+6.3 %

117,000

Organic growth

Employees

$8bn

18.5 %

Revenue
£m
2017

Adjusted PBITA
£m
2018
2017

Africa security
market in 2017*

2018

405

381

Adjusted PBITA growth

YoY

6.3%

32

27

Key customer sectors – mining, oil and gas, retail, energy,
agriculture and financial services. G4S is the largest provider
of integrated security solutions in the region, with operations
in 24 African countries. The region’s largest countries by
revenue are South Africa and Kenya.
Revenue growth across our Africa region was 6.3% and Adjusted PBITA
increased by18.5%.
We made good progress developing and delivering integrated security
offerings and strengthening our monitoring and response services. Our remote
monitoring and response services for infrastructure are generating a positive
response in our key markets. Our new contract awards in the telecoms,
automotive and mining sectors provide us with positive momentum and we
believe that the business is well positioned to make commercial and financial
progress in 2019.

YoY

18.5%

* Freedonia Security Services Report, October 2018.

OUR VALUES IN ACTION - HELIOS TOWERS AND G4S
ENSURING TELECOMS CONNECTIONS IN AFRICA
G4S Africa is working with customers such
as Helios Towers, part of Helios Investment
Partners that is connecting international
capital and know-how to African talent
and enterprise.

SDGs:
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Protecting mobile phone masts in remote
locations is an area of expertise for
G4S Africa.
Helios Towers owns and operates
telecommunications towers and passive
infrastructure in four high-growth
African markets. Their principal business

lies in building, acquiring and operating
telecommunications towers that are capable
of accommodating and powering the
needs of multiple tenants. Using a solution
combining video monitoring with real time
surveillance, G4S is providing a service that
results in a reduction in theft and vandalism,
real time monitoring of equipment status
and fuel levels in the generators with
significant cost savings and improved uptime
of mobile phone towers.

AMERICAS
SECURE SOLUTIONS – REGIONAL CEO JOHN KENNING
2018 HIGHLIGHTS:
UNDERLYING RESULTS

+4.8 %

117,000

Organic growth

Employees

Revenues in our Americas region grew by 4.8% and Adjusted PBITA increased
by 10.3% with the impact of tight labour markets more than offset by an
improving revenue mix and the positive impact of our productivity programme.

$65bn 10.3 %
Americas security
market in 2017*

2018

2,443

Revenue
£m
2017

2,332

Adjusted PBITA growth

YoY

4.8%

Adjusted PBITA
£m
2018
2017

129

* Freedonia Security Services Report, October 2018.

117

G4S North America Secure Solutions is the Group’s largest
integrated security business. Key customer sectors – financial
services, extractive, retail, government, embassies and
manufacturing. In Latin America, G4S is a leading integrated
Secure Solutions provider for commercial and government
customers across 18 countries, with Brazil, Colombia and
Peru our largest markets by revenue.

YoY

10.3%

Our Secure Solutions revenues in North America grew more than 5%, as our
consultative approach to designing and delivering integrated security solutions
continues to gain traction with large enterprise customers. We saw strong
demand for our risk and security consulting services, security analytics, executive
protection and investigative services. The United States remains close to full
employment and our rate of revenue growth in North America was selfconstrained as we continued to exercise appropriate commercial discipline.
In Latin America we continued to be disciplined in our bidding and our
revenues increased by 2.8%.
Our on-going investment in sales, business development and customer service
has enabled G4S to develop a substantial pipeline in the Americas, which
provides good support for our commercial momentum in 2019.

OUR VALUES IN ACTION - G4S WINS FIVE YEAR CONTRACT
TO SECURE PORT OF JACKSONVILLE - PROVIDING VITAL
CONNECTIONS TO THE SOUTHERN UNITED STATES

SDGs:

In 2018, G4S won a new five-year contract
for the Port of Jacksonville, Florida.
Approximately 100 G4S security personnel
secure the port, which is one of the
largest in the southern United States, and
is considered to be critical infrastructure
for the US government, moving more than
one million containers per year. The local
knowledge of the team in Jacksonville,
together with the subject matter expertise
and leadership from the regional team
located in Jupiter, Florida, allowed us to
navigate successfully a challenging and highly
competitive bid process.

This is G4S Secure Solutions USA’s
largest maritime operation, with the
potential to influence the regional market
and further substantiate why G4S is
the company of choice for the critical
infrastructure sector.
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ASIA
SECURE SOLUTIONS – REGIONAL CEO SANJAY VERMA
2018 HIGHLIGHTS:
Key customer sectors are banking, retail, manufacturing,
UNDERLYING RESULTS
government and energy. G4S is the leading security

+6.0 %

172,000

Organic growth

Employees

$55bn 10.5 %
Asia Pacific security
market in 2017*

2018

881

Revenue
£m
2017

831

Adjusted PBITA growth

YoY

6.0%

Adjusted PBITA
£m
2018
2017

63

57

provider in the Asia region with operations in 16 countries.
Our largest countries by revenue are India, Australia
and Thailand.
Revenue growth in Asia was 6.0% with growth across all of our major security
markets, including India, and Adjusted PBITA for the region increased by 10.5%.
We secured new and renewed contracts across a broad range of sectors
including multinationals, property services, technology and transport and
logistics. Across the region we have a diverse and substantial set of new
business opportunities that supports a positive outlook for this region in 2019.

YoY

10.5%

* Freedonia Security Services Report, October 2018.

OUR VALUES IN ACTION - G4S WINS NEW INTEGRATED
SECURITY CONTRACT IN SINGAPORE FOR ONE OF THE
WORLD’S LEADING PHARMA COMPANIES
In 2018, G4S Singapore started providing
manned security to Roche, one of the world’s
top pharmaceutical manufacturers, under a new
two-year contract.

SDGs:
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We won the contract because of our integrated
security offering, getting the basics right
(attendance and appearance) and emphasising our
values, especially integrity and audit compliance.

EUROPE AND MIDDLE EAST
SECURE SOLUTIONS – REGIONAL CEO GRAHAM LEVINSOHN
2018 HIGHLIGHTS:
Key customer sectors – automotive, energy, financial services,
UNDERLYING RESULTS
aerospace, defence, chemicals, biotechnology, food, aviation

-0.2 %

108,000

Organic growth

Employees

$41bn 1.7 %
European security
market in 2017*

2018

2,501

Revenue
£m
2017

2,501

Adjusted PBITA growth

YoY

-0.2%

Adjusted PBITA
£m
2018
2017

179

* Freedonia Security Services Report, October 2018.

176

and retail. G4S Europe Secure Solutions has activities in
the UK & Ireland, Denmark, Benelux, Southern Europe and
Eastern Europe. G4S Middle East Secure Solutions is the
leading security provider in the Middle East, with operations
in 11 countries.

Revenue in our Europe & Middle East region was broadly unchanged with good
growth in UK & Ireland security and revenue stabilisation in the Middle East,
offset by lower revenues in the Netherlands and Belgium, where we exited a
number of large contracts, some of which no longer offer an appropriate riskadjusted margin.
In the UK, we managed the COMPASS contract within existing provisions and
we are making good progress towards an exit from this contract in August 2019.

YoY

1.7%

The Adjusted PBITA margin improved to 7.2% (2017: 7.0%) reflecting the
benefit of our productivity programme across the region.
Our Europe & Middle East pipeline has a large number of opportunities across
a diversified range of customer segments including manned security and security
systems contracts for the healthcare, government, multi-lateral agency and
airlines sectors.
Our focus for 2019 is on restoring revenue momentum whilst maintaining
commercial discipline.

OUR VALUES IN ACTION - G4S ACADEMY DENMARK
CONNECT SECURITY WITH CUSTOMERS’ CORE
BUSINESS STRATEGY

SDGs:

Initiatives such as the G4S Academy, which
has produced a cadre of integrated security
experts, have resulted in the G4S Denmark
business now generating two-thirds of its
revenues from security systems and onethird from manned security. The foundation
of the Danish business was a consumer
alarms business upon which, in recent years,
we have very successfully built a complex
security systems business.

The G4S Academy was established on
the belief that, in an environment where
security threats are dynamic, it is essential
that our customers have access to our
global knowledge of the newest, most
sophisticated solutions that address these
threats. Knowledge not only means creating
a culture of awareness but also connecting
security with core business strategies,
making it an integrated and active part of
a company’s operations.
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CASH SOLUTIONS
The G4S Global Cash Solutions division
was formed in January 2018. In December
2018, the board announced that it was
reviewing the separation options for
the Cash Solutions business, believing
that a separation has the clear potential
to enhance the long-term strategic,
commercial and operational focus of both
the cash and secure solutions businesses
and unlock substantial shareholder value.

CASH SOLUTIONS
DIVISIONAL CEO JESUS ROSANO
2018 HIGHLIGHTS:
UNDERLYING RESULTS

G4S Cash Solutions has operations in 44
countries and has either the number one
or two market position in 41 of them.

-9.4

During 2018, we continued to experience very good
demand for our Cash Solutions technology and the
number of bank and business locations that we serve
grew from 19,800 to 23,300. In North America,
our operational scale grew in Retail Cash Solutions,
resulting in our Adjusted PBITA margin expanding to
c.15% (2017: 11%) for this business.

32,000

%

Organic growth

Employees

$19bn -17.1 %
Value of global Cash-intransit and other services
market in 2017*

2018

1,059

Revenue
£m
2017

1,168

YoY

9.4%

Adjusted PBITA growth

Adjusted PBITA
£m
2018
2017

121

YoY

146 (17.1%)

* Freedonia Security Services Report, October 2018.

In 2017, the Retail Cash Solutions business posted
very strong revenue growth as we mobilised a large
cash technology and services contract in North
America. Whilst we had a number of significant
contract wins in 2018, we did not have a similar
mobilisation to 2017, leading to a reduction in Cash
Solutions revenues of 9.3%. Adjusted PBITA fell by
17.1% reflecting the impact of ATM and bank branch
closures in some markets and higher security costs in
Africa, principally South Africa, partially offset by a £5
million benefit from the early completion of a bullion
centre contract in the UK. Excluding Retail Cash
Solutions, Cash Solutions revenues grew by 0.5%.
We believe good growth opportunities exist in all
of our markets where we possess the infrastructure,
technology, licenses and a strong track record of
reliable and efficient delivery, for banks and retailers
to outsource more of their cash management activity
to G4S. In addition, we expect our network and
operational efficiency programmes to contribute to
profitability through 2019 and 2020.
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G4S RETAIL CASH SOLUTIONS
TECHNOLOGY
DELIVERING SIGNIFICANT BENEFITS TO
RETAIL, BANKING AND OTHER BUSINESS
PARTNERS

Cash is still the most widely used form of payment by far in all regions of the world.
And cash in circulation is growing. For more information see the G4S Global Cash 2018
report online.
The payments landscape is changing and cash remains vital because choice of payment
is important for consumers and citizens across society. G4S continues to invest in cash
technology and to work with customers and payment institutions to improve the efficiency
and ease of using cash.
Cash technology such as G4S Retail Cash Solutions, an integrated cash management system,
combining hardware, in the form of cash recyling equipment, software and a managed
service offers customers the opportunity to significantly reduce their cash handling costs
and working capital related to cash management.
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RISK MANAGEMENT AND OUR PRINCIPAL RISKS

Our aim is to identify material risks that could impact us, and to focus management
attention on effective mitigation of the significant risks to achievement of our strategic
objectives and safeguard our reputation.

An evolving risk landscape

What we did in 2018

Evolution of the risk landscape in 2018 was similar to
2017 with political leadership in several countries
causing uncertainty, continuing terrorism, weakening
economic recovery, geopolitical shifts, and on-going
instability in the Middle East. Environmental, cyber and
data privacy risks have gained prevalence and their
potential to disrupt business has increased.
These factors have created risks and opportunities for
the security industry. G4S continues to face the
operational and health and safety risks often
associated with the security industry, along with
financial and commercial risks common to all
multinational companies. Regulations continue to be
tightened with high penalties for non-compliance.

Progress continued to be made on increasing risk
awareness and accountability for risk management on
the part of business management teams. The Group’s
mandated control standards have been further
enhanced to ensure they address our key risks, with
appropriate training and challenge to facilitate their
effective implementation. Control self-assessments
were completed by all businesses. These are
reviewed, challenged and best practice shared by
region and group functional experts, with compliance
tested through internal audits. Our quarterly Regional
Audit Committees continued to focus on financial
judgments and addressing internal and external audit
findings, which enabled further improvement in
financial control awareness and effective performance
of risk mitigating controls.

We continue to believe the risk to G4S from the UK’s
decision to leave the EU is unlikely to have a material
direct impact on G4S as we mainly operate within
national boundaries with around 80% of total Group
revenues outside the UK and minimal cross-border
trading. However, the continued political uncertainty
over the terms of the UK’s exit from the EU and the
shape of any future trading relationship is one of a
range of business factors that could affect us including
the availability of labour, supply of product, wage and
inflationary impacts, regulations and taxation. It is also
possible that the continuing uncertainty will have an
adverse impact on economic growth in the UK and
Europe, further affecting both our customers and
our competitors.
We continue to monitor global emerging risks
through our risk and governance framework.
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What we will do in 2019
We will continue to refine our standards and controls,
and through support and training, we will help
businesses operate them effectively. Functional teams
will use the results of control self-assessments to assist
countries with achieving compliance. In addition,
internal audits will continue to test the operational
effectiveness of our standards and controls. Regional
Audit Committees will continue to review, challenge
and direct improvements in the performance of
control standards, financial judgments and reporting.
Through continued engagement and review by
country, region and group management, we will
enhance the quality and timeliness of the identification
of emerging risks and the delivery of mitigating actions.
Actions planned for 2019 for specific residual risks are
included in the principal risk section below.

The review of separation options for our Secure
Solutions and Cash Solutions businesses, to establish
two independent businesses that are able to take
advantage of their leading market positions to deliver
sustainable profitable growth and unlock substantial
shareholder value may introduce new challenges to
G4S in the short term. These could include: not
identifying a successful value-adding proposition;
distracting management attention from delivering
results; disruption to existing transformation projects;
and reduced focus on control and risk mitigation. In
order to manage these challenges we will obtain
appropriate external advice, establish internal
governance structures and maintain focus on trading
reviews and close monitoring of other core aspects of
business performance and service delivery.

G4S operates in high-risk areas of business, in which
our core competence and value-add to customers is
managing those risks effectively. We have a higher risk
appetite for growing and transforming our businesses
where we have the expertise to deliver and to
achieve a good commercial return for the risk we
are accepting.
We have a low to very low risk appetite for noncompliance with laws and regulations, culture and
values, health and safety and people risks, as these
are priority areas for our stakeholders and failure in
these key risk areas could have a material impact on
our business.

Risk management and appetite
As in prior years we have undertaken a bottom-up
review, with businesses completing an assessment of
their major risks and developing mitigating actions to
reduce the likelihood of those risks crystallising.
These reviews require management teams to identify
the key controls needed to mitigate high inherent
risks to acceptable residual risk levels, in line with the
Group’s risk appetite, further encouraging effective
compliance with the Group’s core standards and
controls. These risk assessments are reviewed,
challenged and amended as necessary by regional
teams, who are also responsible for monitoring
delivery of required improvements. This is combined
with a top-down review from Group functional
leaders, to ensure that the risks captured are
complete and appropriately assessed. The risks are
then summarised and presented to the Risk
Committee for consideration before being presented
to the board for review. The resulting principal
residual risks, with explanations and mitigating actions,
are outlined on pages 67 to 71. The Group’s risk
appetite has remained unchanged from the prior year
and this was reaffirmed by the Risk Committee and
the board during the year. The residual risks in
respect of growth strategy and laws and regulations
has increased from last year but has remained
relatively constant in other principal risk areas.
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RISK MANAGEMENT AND OUR PRINCIPAL RISKS CONTINUED

ENTERPRISE RISK MANAGEMENT GOVERNANCE MODEL
BOARD
The board has responsibility for ensuring risk management processes are effective by reviewing the most critical risks and controls.

RISK COMMITTEE

AUDIT COMMITTEE

The Risk Committee meets four times per year and reviews the
Group’s risk appetite, assesses the Group’s principal risks and
assesses the overall enterprise risk management process.

The Audit Committee meets four times per year and ensures
the Group’s control framework is operating effectively.

GROUP EXECUTIVE COMMITTEE

REGIONAL AUDIT COMMITTEES

The Group Executive Committee oversees the management of the
Group’s principal risks.

The committees meet four times a year, also attended by the
external auditor, and review:
1. The progress of closing internal and external audit findings;
and
2. Reports on status of financial controls and significant
accounting judgments.

GROUP AND REGIONAL ETHICS COMMITTEES
The committees are responsible for whistleblowing and related investigations across the regions.

OPERATING COMPANIES AND SHARED-SERVICE FUNCTIONS
Our operating companies and shared-service
functions identify and assess the risks to achievement
of their business objectives and plan appropriate
mitigating actions. These are recorded in our
Group-wide risk management tools. A thorough
review is conducted as part of the annual business

Operating
companies
We employ
three lines
of defence
to control and
manage risks
across the
Group.

planning process with updates made in senior
management team meetings and trading reviews.
Self-assessments of compliance with Group control
standards are completed annually (bi-annually
for financial control standards).

1ST LINE: BUSINESS OPERATIONS AND SUPPORT
Responsibility for the first line sits with the managers
of our businesses, whether line management
or support. The senior management team within
each business is responsible for implementing and
maintaining appropriate controls across
their business.

Result: Ensures standards expected by the Group,
our customers and other stakeholders are met.

2ND LINE: CONTROL AND OVERSIGHT FUNCTIONS
The second line consists of oversight functions at
both regional and Group level including: risk, finance,
legal, human resources, operations, information
technology, commercial and CSR.

Result: Provides support to business managers.

3RD LINE: INTERNAL INDEPENDENT ASSURANCE
The third line comprises the internal audit function.
As part of its annual programme of work, internal
audit conducts regular reviews of risk management
processes and gives advice and recommendations
on how to improve the control environment.

Result: Provides independent assurance over the
design and operation of controls.

EXTERNAL AUDIT
Financial reporting risks are considered as part of the external audit.
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Risk
The provision of security services, often in hostile or
dangerous circumstances, presents health and safety
(H&S) challenges. In addition to the significant impact
on individuals, serious H&S incidents could disrupt the
Group’s businesses, have a negative impact on our
reputation and lead to financial and regulatory costs.
In 2018, 24 (2017: 25) employees lost their lives in
work-related incidents, of which 14 (2017: 8) were as
a result of armed attacks and 7 (2017: 11) were
road-traffic incidents, as the year-on-year improvement
in road safety continued. There were 9 (2017: 3)
non-natural deaths of people in our custody.

Risk mitigation
We are committed to protecting the health, safety and
well being of our employees, people in our care or
custody and third parties. G4S uses a systematic
approach to managing H&S which is consistent with
internationally recognised standards. We monitor H&S
performance regularly and intervene if performance
does not meet the continuous improvement targets
set. The Group’s mandatory standards target the
critical safety risks in the Group including road and
firearm safety, and are supplemented by controls and
training for front line staff through to business leaders.
The annual self assessment by countries of compliance
with our standards is supported by site reviews from
local, regional and group managers and is included in
the scope of country internal audit visits.

Risk
G4S provides security for people, premises and
valuable assets. The Care & Justice Services business
provides services to detainees, victims of crime, people
needing assistance, and other members of the public.
We operate in many different countries with a diversity
of local and national cultures. Having an appropriate set
of values deeply embedded in our corporate culture is
key to ensuring that employees meet our expectations
including compliance with our ethical business conduct
standards. Failure to do so risks not delivering on our
commitment to our colleagues, customers and other
stakeholders, and businesses failing to comply with
legislation and international standards.

Risk mitigation
Our values, detailed on page 6, are continually
reinforced through a variety of processes including
recruitment, induction training and recognition
schemes, as well as communication materials. Our
values-based training materials for front‑line employees
have been developed to reflect common experiences
or particular challenges which are identified through
whistleblowing cases, internal grievances or feedback
from the global employee engagement survey.
Nominated values ambassadors in businesses are helping
to cascade values-related communications. For managers,
the enhanced competency framework has helped guide
the development of mandatory online training. This also
uses realistic scenarios to guide managers in making value
based decisions from a range of options in order to
achieve the right outcomes in real-life situations. We
continue to build awareness of the importance of living
our values in our day-to-day activities, no matter how
challenging the circumstances.

During 2018 we continued the roll-out of safety
induction training, which included a focus on the risks
facing security officers. Four wide-ranging H&S reviews
were conducted in high-priority businesses, as well as
two follow-up audits to monitor improvement.
Safety improvement plans are required for all
businesses, with business leaders being responsible for
leading safety performance, developing and monitoring
action plans and putting H&S at the forefront of their
day-to-day activities.

Principal risk
HEALTH AND
SAFETY (H&S)
Link to strategy

Good practice and progress in delivering H&S
improvements are recognised and rewarded, while
poor practice and insufficient progress lead to close
executive scrutiny, and can impact performance-related
pay for business leaders.

Mitigation priorities for 2019
We will continue to refine our standards, policies and
controls where we see an opportunity to reduce H&S
risks further, using lessons learned from serious
incidents to drive actions to prevent recurrence.
Compliance with our standards will continue to be
monitored through self assessments, region and Group
reviews and internal audits. Topics which will be
prioritised are risk assessment processes, training on
road safety and improving controls to prevent attacks.

In the event that employees notice unethical behaviour
contrary to our values we encourage them to use our
confidential whistleblowing facility, Speak Out.
In 2018, we received 519 Speak Out reports (2017:
300) as we continue to raise awareness of this facility.
While all calls are investigated, matters of a serious
nature are investigated at a senior and independent
level, with 105 investigations completed during 2018
(2017: 59).

Principal risk
CULTURE AND
VALUES
Link to strategy

Mitigation priorities for 2019
For our front‑line employees, we will continue to
provide updated training materials to reinforce the
behaviours expected in line with our values and will
use the global employee engagement survey, due to
be completed in 2019, to assess levels of awareness
and understanding. Where gaps are identified we will
develop remediation plans.
All new managers will be required to complete
the online training developed in 2018 and to confirm
their understanding of and commitment to compliance
with the Group’s Business Ethics Policy. Further
updated training on anti-bribery and corruption will
also be made available to all managers and employees
with responsibilities relating to financial transactions or
supplier and customer relationships.
Our reward and recognition schemes will continue to
be aligned with our values, to ensure they are
promoted in everything we do. The Group-wide
scheme will be enhanced to supplement local efforts
and enable us to showcase the types of behaviour
which exemplify our values and reflect the great work
that our employees do.

People and values
Customers
and service excellence
Technology
and innovation
Operational excellence
and productivity
Financial and
commercial discipline
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RISK MANAGEMENT AND OUR PRINCIPAL RISKS CONTINUED

Principal risk
PEOPLE
Link to strategy

Risk
In a global and diverse security business such as ours,
there are risks associated with recruiting, training,
engaging, rewarding and managing people, as well as
ensuring we retain critical talent to deliver increasingly
sophisticated services through our 546,000
employees. Screening and vetting is a particular
challenge in some territories which lack supporting
infrastructure from the relevant authorities.
Any incident where our people fail to meet the
expectations of customers and other stakeholders
could lead to financial and reputational damage.
Whilst our controls are robust, we still face the risk of
an employee not behaving in line with our values.

Risk mitigation
The Group’s Human Resource (HR) standards cover
core requirements for delivering the HR strategy, such
as ensuring there are effective organisational
structures in place, that employees are screened,
inducted and trained to perform their jobs, and that
there are appropriate mechanisms in place for
managing ongoing performance and recognising
service excellence. Compliance is self-assessed
annually and reviewed by local, regional and Group
teams. Additionally, core HR controls are tested by
internal audit during visits to the businesses.
The performance and potential of managers across
the Group is reviewed to identify development needs

Principal risk
MAJOR CONTRACTS
Link to strategy

Staff turnover is a key indicator of employee
satisfaction, and reducing it improves service standards
and reduces recruitment costs. During the year staff
turnover reduced from 25.3% in 2017 to 24.7% in
2018 (see page 20).

Mitigation priorities for 2019
Compliance with our core HR Standards will again be self
assessed during 2019 and reviewed by local, regional and
Group teams as well as tested by internal audit. Direct
support will be provided as necessary to enhance
compliance with our standards. Further, more detailed
training is being prepared to ensure HR teams have a
strong understanding of the core standards, why they are
important and what actions they need to take to ensure
compliance if there are any gaps.

Risk

Mitigation priorities for 2019

The Group operates a number of long-term,
complex, high-value contracts with multinational
companies, governments or strategic partners. Key
risks include; accepting onerous contractual terms;
poor mobilisation of contracts; not transitioning
effectively from mobilisation to on-going contract
management; not delivering contractual requirements;
inaccurate billing for complex contracts; ineffective
contract-change management; and not managing
sub-contractors appropriately.

While improvements have been made in reducing the
risk of taking on onerous contracts, as the impact can
be significant, we will continue to enhance the quality
of the analysis used in the bidding process and ensure
that lessons are learnt from underperforming
contracts. Internal audit will perform more contract
reviews to ensure the risks in those contracts are
appropriately mitigated.

Risk mitigation
We have strict thresholds for the approval of major
bids, involving detailed legal and commercial review
and senior management oversight. For a selection of
our most significant contracts in the UK, independent
reviews of all aspects of contract management and
performance are completed with appropriate actions
agreed and monitored to completion. We also
perform a quarterly financial review of the top 25 and
the low margin contracts in each region.
For our large multinational customers, account
managers oversee performance of these contracts
across relevant countries and have regular updates
with customers to ensure we meet our contractual
commitments.
We have embedded into the Salesforce opportunity
management tool our updated approval requirements,
to make compliance and monitoring more effective.
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and build succession plans. We also deliver regional
leadership programmes to nurture talented individuals
early in their careers, and help them develop into
more senior roles as they move through the
organisation. Feedback from our global employee
survey is used to develop initiatives which support
employee engagement and development at all levels
of the organisation. Examples include the introduction
of two health and wellbeing initiatives for employees
in G4S Peru, the development of a new employee
handbook in the UAE and the launch of a new
quarterly briefing by managers for employees in the
UK Cash Solutions business.
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Risk
G4S operates under many complex and diverse
regulatory frameworks, some of which have
extraterritorial reach and many where regulations
change frequently. Risks include: new or changed
restrictions on foreign ownership; difficulties obtaining
relevant licences to operate; complying with
employment legislation covering a wide range of
requirements; complying with often complex and
broad ranging local tax regulations; increasing litigation
and class actions; bribery and corruption and
complying with human rights legislation. Failure to
meet the required standards can lead to higher costs
from claims and litigation; inability to operate in
certain jurisdictions, through either direct
ownership or joint ventures; loss of management
control; damage to our reputation; and loss of
customer confidence.

appropriate plans to respond. G4S continues to liaise
with relevant governments and authorities to
influence positively the regulatory environments in
which we work.

Mitigation priorities for 2019
Given the increased exposure and high penalties for
non-compliance in respect of this risk, the board and
Executive team will focus as a priority on the
enhancement of compliance with laws and regulations
across all jurisdictions we operate in. This will include
direct enquiry and oversight by Group and region of
local management to ensure awareness of these risks
become fully understood and ensure that concerns
are addressed appropriately with mitigation plans
implemented promptly.

Principal risk
LAWS AND
REGULATIONS
Link to strategy

The investigation opened by the Serious Fraud Office
(SFO) in 2013 in respect of the Group’s Electronic
Monitoring contract remains on-going and the Group
continues to engage and co-operate fully with the
investigation. Based on currently available information,
the Group is unable to make a reliable estimate of the
financial effect of the SFO’s investigation, and no
provision has been made in respect of it.

Risk mitigation
Our policies and procedures clearly set out the
requirement for local management teams to comply
with relevant laws and regulations. Group and
regional leadership, together with our Ethics
Committees at Group and regional level provide
oversight and support our businesses in mitigating the
risks. Group legal and regional leadership closely
monitor changes in foreign ownership laws and make

People and values
Customers
and service excellence
Technology
and innovation
Operational excellence
and productivity
Financial and
commercial discipline
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RISK MANAGEMENT AND OUR PRINCIPAL RISKS CONTINUED

Principal risk
GROWTH STRATEGY
Link to strategy

Risk
Our focus is on investing in the development of
innovative and integrated products and services and
improving business efficiency to strengthen service
excellence and support improved margins. There are
risks with adopting such a strategy: that we fail to
create higher-value solutions that differentiate us from
local commoditised competitors; that we fail to
deliver our core services effectively and consistently;
that we lose contracts or growth opportunities
through price competition and market changes; that
we fail to enter target markets successfully; that we
become over reliant on large customers; and that our
business transformation initiatives do not deliver as
expected.

Risk mitigation
We continue to focus on delivering excellent service
through the best-practice service delivery guidelines
in place for both our Secure Solutions and Cash
Solutions service lines. We have implemented a sales
methodology focused on consultative selling which
enables our sales teams to promote innovative
integrated solutions. We use our centres of
excellence to develop innovative solutions for
customers, particularly in electronic security and Retail
Cash Solutions. We leverage our global network to
offer integrated solutions internationally and our
global accounts programme supports and promotes
our multinational accounts initiatives. Our consistent
focus on delivering excellent service to customers
helps to drive customer satisfaction, retention
and growth.

Principal risk
GEOPOLITICAL
Link to strategy

Risk
We operate in many countries across the world, with
wide-ranging government and political structures,
different cultures with varying degrees of compliance
with laws and human rights, particularly within conflict
and post-conflict zones. Associated risk factors
include: political volatility, including the outcome of
elections and referendums affecting trade rules and
regulations and changes in policies towards business,
revolution, terrorism, and military intervention, and
mistreatment of migrant workers and employees
working for our suppliers. These risks impact us in
many ways: the health and safety of our staff and
customers; the continued operation of our businesses;
and the ability to secure our assets and deliver good
financial performance.

Risk mitigation
In markets where policy or trade agreements have a
significant impact on our ability to trade we engage
with governments to promote the benefits that G4S
brings to a market and an economy, to ensure that
we minimise potential adverse impacts of trade
restrictions or trade policy.
We collaborate with local partners, conduct early risk
assessments before and during security assignments,
develop robust operating procedures and work
closely with our local and global customers in
managing the risks of operating in such environments.
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Through the diversity of industries and markets we
serve and the portfolio of products offering costefficient solutions, we are able to mitigate the risk of
local reduced growth opportunities. We focus our
investment on innovative products and transforming
our cost base, with projects closely monitored by
Group and regional teams.

Mitigation priorities for 2019
Secure Solutions and Cash Solutions are strong
businesses with clear strategies and prospects. In
2019, we will review the options for separation of
these into two independent businesses, ensuring
even greater focus on customers and innovation.
The new sales methodology will continue to focus on
customer need and how our innovative and
integrated service will add value and drive increased
win rates. To improve customer retention rates we
will systematically leverage the existing structural
approach we have to understanding customers
requirements to proactively improve relationships and
customer satisfaction. We will continue to innovate
our product offering within each business, which will
include: proprietary security systems, video and
intelligent camera systems, video management
systems, global security intelligence systems, and
software tools including incident-management systems
such as RISK360 in our Secure Solutions business.
For Cash Solutions, our service offering will include
Retail Cash Solutions and solutions for our SME
customers.
Business transformation projects will be embedded
to ensure efficiency and margin improvements
are delivered.
Our Risk Management business has particular
expertise in providing secure solutions in very
high-risk, low-infrastructure environments.
We have a clear commitment to respect human
rights. All business units are required to annually
self-assess their compliance with human rights
standards which are reviewed by the Group and
included in internal audits for the higher risk countries.
We have also built awareness of human rights
responsibilities across the business and our partners
and are increasing engagement with suppliers to
ensure they are also complying with international
human rights standards. This is governed by a
mandatory supplier code of conduct which includes
anti-bribery and modern slavery requirements.

Mitigation priorities for 2019
In markets where potential government policy or
trade agreements may have a significant impact on
our ability to trade we will continue to engage with
governments to promote the benefits that G4S
brings. We will continue to monitor the results of
human rights control self assessments, providing
support with training and guidance where needed to
further embed awareness and understanding of
expectations. We will also continue to increase
engagement with suppliers to ensure their compliance
with human rights standards.

Risk

Mitigation priorities for 2019

Increased regulations and sanctions relating to the
potential failure to secure sensitive and confidential
data, which we are entrusted with by customers, staff,
suppliers and other stakeholders, have increased our
risks in this area. Like all organisations, we face cyber
attacks from a variety of sources which, if successful,
could result in censure and fines by national
governments, loss of confidence in the G4S brand
and specific loss of trust by customers, especially
those in government and financial sectors.
Additionally, we face the risk of disruption to service
delivery and data loss from system failures, incomplete
backup routines, and inadequate business continuity
and disaster recovery plans.

We will augment the cyber toolset with new network
management systems as well as a global programme
to migrate legacy data processing systems to the
Cloud. By moving our data processing systems to the
Cloud we will establish a global standard for disaster
recovery using the latest technologies available.
The programme of cloud migration will be complete
by mid-2020.

Principal risk
INFORMATION
SECURITY
Link to strategy

Risk mitigation
The IT function is centrally managed to control the
way our systems are supported and run. We have
'defence-in-depth' technologies (i.e. multiple layers
of defence) in key systems to protect information
entrusted to us. This helps to ensure policies and
standards are applied consistently across all
operating businesses.
A programme of investment in cyber defence tools
was delivered during 2018 which has strengthened
the security of our IT systems and infrastructure,
including managed cyber security products, centralised
infrastructure management tools and cyber
vulnerability assessments.
We have introduced standards and guidance to
ensure compliance with the General Data Protection
Regulation (GDPR) across the UK and Europe.

Risk
We provide a wide range of cash management
services, including cash processing, fit-sorting of notes
for recycling, holding funds on behalf of customers,
secure storage, ATM services, as well as transporting
high values of cash and valuables including
international shipments. Our Retail Cash Solutions
offering can provide a full outsourcing of the cash
cycle. Our cash business face risks related to external
attacks, internal theft, gaps in cash reconciliations and
weak management supervision, which could lead to
loss of profit, increased cost of insurance and health
and safety considerations for our staff and the public.

Risk mitigation
The introduction of the Global Cash Solutions
division in 2018 has given us additional focus to drive
improvement in the effective performance of physical
security and cash reconciliations throughout our cash
businesses, to reduce both the number and value
of losses.
Our Reconciliation and Operational Cash Controls
continue to be implemented across our cash
businesses with direct support from regions and
Group to ensure awareness and effective
performance improvement. Self assessments against

these standards are performed twice a year by each
branch and country head office. Compliance is
supported and monitored by regional teams and
through internal audit. We also have clearly defined
standards for physical cash security for our employees,
vehicles and processing centres. The Group, region
and local cash security teams are responsible for
monitoring compliance with these through selfassessments of Mandatory Security Principles
performed by local management There are processes
in place for monitoring attacks and other cash losses
to ensure lessons learned are communicated across
the Group. Innovative security-defence products such
as cash box tracking, vehicle protection foam and
protective boxes are used in a number of businesses.

Principal risk
CASH LOSSES
Link to strategy

Mitigation priorities for 2019
The recently implemented merger of cash
reconciliation and physical cash security teams, will
provide greater focus on these key controls across
our cash businesses. In addition we will refine both
sets of controls to ensure they are relevant and
efficient and there will be more reviews to check
compliance by both regional teams and internal audit.
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