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CAPITA CUSTOMER MANAGEMENT LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors present their Strategic report and financial statements for the year ended 31 December 2021,
Review of the business

Capita Customer Management Limited ("the Company™) is a wholly ewned subsidiary (indircetly held) of Capita ple. Capita ple,
along with all its subsidiaries is hereafier referred as "the Group". The Company operates within the Group's Experience division.

The principal activity of the Company continued to be that ol the previding culsourcing scrvices. There have nol been any signilicant
changes in the Company's principal activities in the year under review. The Directors are not aware, at the date of this report, of any
L’kely major changes in the Company's activities in the next year.

As shown in the Company's income statement on page 11 the Company's revenue has decreased from £405,956,460 in 2020 to
£351,798,560 in 2021, while operating profit has increased from £29,538,716 to £30.712,387 over the same period. Despite net
confract losses (including cessation of prior year short term Covid-19 related contraets), operating profit improvement was achicved
kased on continued benefit from cost out initiatives and operational efficiencies.

The balance sheet on pages 12 and 13 of the financial statements shows the Company's financial position al the year ¢nd. Net asscls
have decreased from £153,012,802 in 2020 to £141.853,836 in 2021 majorly on account of deferred tax asset derecognition as
discussed in more detail in note 2 and decrease in deferred income during 2021, Details of amounts owed by/to its parent Company
and lellow subsidiary undertakings arc shown innotes 14 and 15 Lo the financial statements,

Key performance indicators used by Capita ple are operating margins, free cash tlow, capital expenditure and return on capital
cmployed, Capita ple and its subsidiarics manage its operalions on a divisional basis and as a conscquence. some of these indicators
are monitored only at a divisional level. The performance of Experience division is discussed in the Group’s Annual Report which
does not form part of this report.

Principal risks and uncertainties

The Company is subject to various risks and uncertainties during the ordinary course of its business, many of which result from
factors outside of its control. The Company’s risk management framework provides reasonable (but cannet provide absolute)
assurance that significant risks are identificd and addressed. An active risk management process identifics, asscsses, mitigates and
reports on strategic, financial, operational and compliance risk.
The principal themes of risk for the Company are:
®  Straregic: changes in economic and market conditions such as contract pricing and competition.
®  Finuncial: significant failures in internal systems of control and lack of corporate stability.
®  Operational: including recruitment and retention of staff. maintenance of reputation and strong supplier and customer
relationships, operational 1T risk, and failures in information security controls.
*  Compliance: non-compliance with laws and regulations. The Company must comply with an extensive range of requirements
that govern and regulate its busingss.

To mitigate the effect of these risks and uncertainties, the Company adopts a number of systems and procedures, including:
®  Regularly reviewing trading conditions te be able to respond quickly to changes in market conditions.
®  Applying procedures and controls to manage compliance, financial and operational risks, including adhering to an internal
control tramework.

Capita ple has also implemented appropriate controls and risk governance techniques across all of its businesses these are discussed in
the Capita plz"s annual report which does not form part of this report.




CAPITA CUSTOMER MANAGEMENT LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Section 172 Statement

Capita ple’s scetion 172 statement applics to beth the Division and the Company te the extent it relates to the Company’s activitics.
Common policies and practices are applied across the Group through divisional management teams ard a commen governance
framework. The following disclosure deseribes how the Directors have regard to the matters set out in section 172(1a) to (f} and forms
the Directors” statement as required under section 414CZA of the Companies Act 2006.

Further details of the Group®s approach to each stakeholder are provided in Capita ple’s section 172 statement on pages b and 41 of

Capita plc’s 2021 Annual Report.

Our People
Why they are important

What matters to them?

How we engaged?

Topics of Engagement
Outcomes and actions
Risks to stakcholder
relationship

Key Metrics

They deliver our business strategy: they support the organisation to build a values-based culture;
and they deliver our products and services ensuring client satisfaction.

Flexible working. learning and development opportunities leading to career progression, fair pay
and benefits as a reward for performance, two-way communication, and feedback.

People surveys. regular all-employee communications, employee director participation in Board
discussions, employee focus groups and network groups and workforce engagement on
remuneration,

Protection of employees during Covid-19, human resources pelicies during Covid-19, future ways
of working as a result of Covid-19, and creating an inclusive workplace.

Issuc of Capita-specific Covid-19 guidance and regular updates: new and

temporary HR policies; increased provision and support for employee

wellbeing and flexible working; and simplification of property portfolio and office space.

Our ability to recruit duc to the global cconomic bounceback, our ability to retain people,
impacting the quality of service we can provide znd our ability to change our culture and practices
in line with our responsible business agenda.

Employce net promoter score, people survey completion level,

Clients and Customers
Why they are important

What matters to them?

How we engaged?

Topics of Engagement

Outcomes and actions

Risks to stakeholder
relationship
Key Metrics

They are recipients of Capita’s services; and Capita’s reputation depends on delighting them.
High-quality service delivery; delivery of transfoermation projects within agreed timeframes; rapid
response Lo supporl pandemic planning; and responsible and sustainable business eredentials.
Client meetings and surveys, Regular meetings with government and annual review with Cabinet
Office and Created a senior client partner programme giving an experienced, single point of
contact for key clients and customers

Remote working on client services as a result of Covid-19, current service delivery, possible
future services, co-creation of client value propositions.

Feedback provided to business units 10 address any issucs raised, clien: value propositions tcam
sapporting divisions with cocreation ideas; and senicr client partner programme undertaking
client-focused growth sprints to build understanding of client issues and ideas 1o help address
them.

Loss of business by not providing the services they want, damage to reputation by not delivering
1o their requirements

Customer NPS; speeifie leedback on client cngagements,

Supplier and Partners
Why they are important

They share our values and help us deliver our purpose; maintain high standards :n our supply
chain; and achieve social. economic and environmental benefits aligned to the Social Value Act.




CAPITA CUSTOMER MANAGEMENT LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Section 172 statement (continued)

Supplier and Partners
W hat matters to them?

How we engaged?
Topics of Engagement

Outcomes and actions

Risks to stakcholder
relationship
Key Metrics

Payvments made within agreed payment terms, clear and fair procurement process, building lasting
commergial relationships, and warking inclusively with all types of busincss.

Supplier meetings throughout source to procure process. regular reviews with suppliers, supplier|
questionnaires and risk assessments.

Supplicr payments, sourcing requirements, supplier performunee, and the Supplicr Charler,
Alignment of payments with agreed terms; supplier feedback on improvements to procurement
process; improvement plans and innovation opportunities; and improved adherence to supplizr
charter.

Envirenmental issues, commitment to tackling net zero, supply chain resilience

% of supplicr payments within agreed terms: supplice relationship maragement feedback score;
SME spend allocation; and supplier diversity profile

Society
Why they are important

What matters 1o them?
How we engaged?

Topics of Lngagement

Outcomes and actions

Risks to stakeholder
relationship
Key Metrics

Capita is a provider of key services to government impacting a large proportion ot the population.
Social mability, youth skills and jobs: digital inclusion; diversity and inclusion; climate change;
business ethics and accreditations and benchmarking.

Memberships of non-governmental organisations and charitable and community partnerships.
Youth employment, tackling digital exclusion, workplace inequalities, and Climate change.
Publication of nct zero plan; real living wage accreditation; youth and employability programme;
and commitments to tackle racism and enhanee ethnic diversity.

Lack of uncderstanding of the issues important to them and insufficient cemmunication or
involvement in shaping and influencing strategics and plans

Percentage reduction in carbon foctprint, amount of community investment, and responsible
business report 202 1: capita.com/responsiblebusiness.

On behalf of the board

A J Bowman
Director

21 June 2022




CAPITA CUSTOMER MANAGEMENT LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

The Directors present their Directors' report and financial statements for the year ended 31 December 2021.

Results and dividends
The results for the year are set out on page 11.

During the year the Company paid dividend of £nil (2020: £nil).

Directors
The following Directors, have held office during the year and up to the date of signature of the financial statements were as follows:

A ) Bowman

A M Vallance {Resigned 31 May 2021)

A N Chapple

K A Francis {Appointed 27 September 2021 and resigned 3 May 2022)
M Billingham {Appointed 5 May 2022)

Envirenment

Capita ple recognises the importanee of its environmental responsibilitics, monitors its impact on the environment and design designs
and implements policies to reduce any damage that might be caused by the Group’s activities. The Company operates in accordance
with Group policies, which are described in the Group’s annual report which does not form part of this report. Tnitiatives designed to
minimise the Company’s impact on the ¢nvironment include safe disposal of waste, reeycling and reducing encrgy consumption,

Political donations
The Company made no political donations and incurred no pelitical expenditure during the vear (2020: £nil).

Disabled persons

Applications for employment by disubled persons are always fully considered, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staft becaming disabled, every effort is made to ensure that their employment within the C
ompany's continues and that the appropriate training is arranged. 1t is the policy of the Company that the training, career development
and promotion of disabled persons should, as far as possible, be identical to that of other employees.

Employee involvement
The Company's policy 1s Lo consult and discuss with employees, through unions, stalT councils and at mectings. matters likely 1o
affect employees' interests.

Information of matters o concern Lo employees is given through information bulleting and reports which seck 1o achicve a common
awareness on the part of all employees of the financial and econemic factors affecting the group's perfermance.

There is ne employcee share scheme at present, bul the Dircetors are considering the introduction of such a scheme as a means of
further encouraging the involvement of employees in the Company's performance.




CAPITA CUSTOMER MANAGEMENT LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Post reporting date events

a) As of April 2022, the Company's share capital was reduced to [00 Ordinary share of £100 nominal value through the cancellation
of 180,319,901 Ordinary shares of £1 each. The Company's share premium account was also reduced by £37,680,000 to nil. The
amounts, by which the share capital and share premium account are so reduced. are credited 1o Retained carnings.

by The Company continues to be part of Group’s restructuring and multiyear traasformation plan. On | May 2021, the business
related to Scaling Pariners was trans(erred from Capita Business Services Limited to the Company for a consideration of £10.6m.

Auditor

KPMG LLP, having indicated its willingness to continue in office, will be deemed to be reappointed as audizor under section 487(2)
of the Companies Act 2006.

Statement of Directors' responsibilities in respect of the Strategic Report, the Directors' Report and the Financial statements

The Directors are respoensible for preparing the Strategic Report. the Directors’ Report and the financial statements in accordance
with applicable law and regulations,

Company law requires the Directors to prepare financial statements for each financial year. Under that law they have elected to
prepare the financial siatements in accordance with UK accounting standards and applicable law (UK Generally Accepted
Accounting Practice), including FRS 101 Reduced Disclostre Framework.

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and Gair
view of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial
statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

. state whether applicable UK accounting standards have been followed, subjeet o any material departures disclosed and
explained in the financial statements;

. assess the Company’s ability to continue as a going concern. disclosing, as applicable, matters related to going concern: and

. usc the going concern basis of accounting unless they cither intend Lo liquidate the ompany or Lo cocase operalions, or have

no realistic alternative but to do so.

The Directors are respensible for keeping adequate accounting records that are sulTicient o show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that
the financial statements comply with the Companies Act 2006. They are responsible for such internal control as they determine is
neeessary o enable the preparation of financial stalements that are free from material misstalement, whether due (o fraond ot error, and
have general responsibility for taking such sleps as are reasonably open o themn o saleguard the assets of the Company and 1o

prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corperate and financial information included on the Company’s
website. Legzislation in the UK govering the preparation and dissemination of financial statements may differ from legislation in
ather jurisdictions.

Future developments
The Directors of the Company are not aware of any circumstance in which the principal activity of the Company would cease or
change.

Statement of disclosure to auditor

So far as each person who was a Director at the date of approving this report is aware, there is no relevant audit information, being
information needed by the auditor in connection with preparing its report, of which the Company’s auditor is unaware. Having made
cnquires of fellow Dircetors and the Company’s auditer, cach Director bas taken all the steps that he might reasonably be expected to
take as a Director in erder to make himself aware of any relevant audit information and to establish that the Company's auditor is
aware of that information.




CAPITA CUSTOMER MANAGEMENT LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Qualifying third party indemnity provisions

The Cempany has granted an indemnity te the Directors of the Company against liability in respect of proceedings brought by third
partics, subjeet o the conditions set oul in the Companies Act 2006. Such qualitying third party indenmity provision remains in force
as at the date of approving the Directors' report.

Corporate governance arrangements

The Company forms part of the Capita ple group of companies (the “Group™). Capita pl¢ shares have a premium listing on the main
market of the London stock exchange and Capita plc is subject to the requirements of the UK Corporate Governance Code 2018 (the
“Code™) published by the Financial Reporting Council.

The Companies (Miscellaneous Reporting) Regulations 2018 (the “Regulations™) require UK-incorporated companies meegting one of
two thresholds to report annually on their corporate governance arrangements as an individual company, The relevant thresholds are
(i) more than 2,000 employees worldwide: and (ii) turnover exceeding £200m and a balance sheet total exceeding £2bn. The
requirement to report on individual company governance arrangements applies to the Company despite it being a subsidiary of Capita
ple, which is subject to the Code.

The Regulations require qualifying companics to state which, if any, corporate governance code they have applicd and how they have
applied it. If no code has been applied, an explanation must be provided, together with a deseription of the corporate governance
arrangements applied during the relevant financial year.

The Company did not apply a corporate governance code during the vear as its governance arrangements form parr of the wider
Group’s governance arrangements and are integrated into the management of the Group as 4 whole.

The Company forms part of the Group’s Experience division and the Company’s board of directors includes the Divisicnal Executive
Officer (“EQ™) and Divisional Finance Director (“DFD”). The EQ is also part of the Group’s Exceutive Committee (“ExCo™), led by
the Chief Executive Officer of Capita plc.

Information about ExCo members is provided in the Capita ple Annual Report & Accounts. Deeisions made by the Capita ple board
and its committees, or by the ExCo and its committees, are cascaded throughout the Group as applicable and the management of each
division, led by its Executive Officer, i1s responsible for implementation among unregulated businesses in their division. Boards of
directors of regulated entitics within the Group have authority to make decisions autonomously, with risk committee oversight at a
Group level. Monthly perfermance reviews are conducted by the ExCo with divisional management. These enable a two-way
conversation to take place about business strategy, developments and performance. The directors of the Company remain responsible
for all deeisions affeeting the operation of the Company’s affairs.

On behalf of the board

A J Bowman
Dircclor

65 Gresham Street
London

England

EC2V TNQ

21 June 2022




INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF CAPITA CUSTOMER MANAGEMENT LIMITED

Opinion

We have audited the financial statements of Capita Customer Management Limited {“the company™) for the year ended 31 December
2021 which comprise the Income Statement, Balance Sheet, Statemznt of Changes in Equity and related notes, including the
accaunting policics in nate 1.

In our opinion the financial statements:

. give a true and fair view of the state of the company’s affairs as at 31 December 2021 and of its loss for the year then
ended;

. have been properly prepared in accordance with UK accounting standards, including FRS 101 and

. have been prepared in accordance with the requirements of the Companies Act 2006.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK} ("ISAs (UKY") and applicable law. Cur
rasponsibilitics are described below, We have fulfilled our ethical responsibilitics under, and are independent of the company in
accordance with, LIK etlical requirements including the FRC Ethical Standard. We believe that the audit evidence we have obtained

is 4 sufficient and appropriate basis for our opinien.

Material uncertainty related to going concern

We draw atention to note 1.1 to the financial statements which indicates that the Company is reliant on its ultimate parent
undertaking. Capita ple, in regard to its ability to continue as a going concern. The most recent financial statements of Capita ple
include material uncertaintics thal may cast signilicant doubt on 1ts abilily to continue as a going concern, The reliance of the
Company on Capita plc accordingly means that these events and conditions constitute a material uncertainty that may cast significant
doubt on the Group's and in turn. the Company’s ability to continue as a going concerr.

Our opinion is not modified in respect of this matter,
Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the Company or to
cease its operations, and as they have concluded that the Company™s financial position means that this is realistic for the period to 31
August 2023 (“the going concern period”). As stated above, they have also concluded that there is material uncertainty related to
going concern.

We used our knowledge of the Company. its industry, and the general economic environment to identify the inherent risks to its
tusiness model and analysed how those risks might affect the Company’s financial resources or ability to continue operations over
the going concern period.

The risk that we considered most likely to adversely affect the Company’s available financial resources over this period was the
extent to which the Company is reliunt on its ultimate parent undertaking, Capita ple (“the Group™), which is driven by the following
factors:

®* The Company’s participation in the Group’s notional cash pooling arrangements:

® The significant level of intercompany reccivables from fellow Group undertakings;
® The level of administrative support services received from the Group;

®*  The Company receives revenue from other Group entities or key contracts that may be terminated in the event of default by
the Group; and

® The Company forms part of a group of subsidiary companies owned directly or indirectly by Capita plc, each of which
guarantee the obligations under certain funding arrangements of Capita ple

We considered whether these risks could plausibly affect the liquidity in the going concern period.




INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF CAPITA CUSTOMER MANAGEMENT LIMITED

Going concern (continued)

Ouwr procedures including asscssing the financial position of Capita ple to determine there was a risk that it would not be able to
provide support to the Company. The most recent Capita ple financial statements have identified material uncertainties which reflect
the risk assaciated with the Group’s planed refinancing and disposal programme. These transactions are outside of Capita ple’s
control and represent material uncertainties that imay cast significant doubt on its ability to continue as a going concern should these
events not complete as planned, and therefore that Capita ple may be unable to realise its assets and discharge 1ts liabilities in the
normal course of business. Given the reliance that the Company has on Capita ple, as get out above, this material uncertainty gives
rise to a material uncertainty of the Company.

We considered whether the going cancern disclosure in note 1.1 to the financial statements gives a full and accurate description of the
director’s assessment of going concern, including the identified risks and dependencies.

Our conclusions based on this work:
®* we consider that the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
appropriate;

® we found the going concern disclosure in note 1.1 to be acceptable.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are inconsistent
with judgemsnts that were reasonable at the time they were made, the above conclusions are not a guaraniee that the Company will
CONEIILE 11 operation.

Fraud and breaches of laws and regulations — ability to detect

Tdentifving and responding (o risks of material misstatement due to fraud

To identity risks of material misstatement due to fraud (“fraud risks™) we assessed events or conditioas that could indicate an
incentive or pressure to commit frand or provide an opportunity to commit fraud.

Our risk assessment procedures included:
® Enquiring of directors, internal audit and inspection of policy documentation as to the Company's high-level policies and

procedures to prevent and detect fraud, including the internal audit function, and the Company’s channel for

“whistleblowing”, as well as whether they have knowledge of any actual, suspected or alleged fraud.

® Reading Board Meeting minutes.

Considering the remuneration incentive schemes and performance targets for management and directors including the
short-lerm incentive plan and long-term incentive plan lor management remuneration.

*  Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud throughout the
audit.

As required by auditing standards and taking inte account possible pressures to mect profit and revenue targets, we perform
procedures to address the risk of management override of controls and risk of fraudulent revenue recognition. In particular, the risk
that management may be in a pesition to make inappropriate accounting entries for long-term contracts, and the risk of bias in
accounting estimates and judgements such as contract modifications and terminations.

We also identified a fraud risk related to the inappropriate assessment of recoverability of contract fulfilment assets in response to
possible pressures to meet profit targets by management.

We performed procedures including:
® Tdentifying jeurnal cntrics and other adjustments to test based on risk criteriy and comparing the identificd entrics to
supporting documentation. These includzd those posted by senior finance management or individuals who do not trequently
post journals, and those posted to unusual accounts, including unexpected combination of entries related to revenue, expenses,
cash and borrowimngs.




INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF CAPITA CUSTOMER MANAGEMENT LIMITED

Fraud and breaches of laws and regulations — ability to detect (continued)

* Reviewing management’s contract profitability forecasts for contracts with significant contract fulfillment assets and
challenging the key assumptions in order (¢ assess whether any impairment should be recorded against the carrying valuc of
the contract fultillment assets.

®  Asscssing significant accounting cstimates for bias.

ving and responding to risks of material misstarement due to non-compliance with laws and regulutions

We identified areas of laws and regulations that could reasonably be expected to have a material effect 0a the financial statements
from our general commercial and sector experience and through discussion with the directers and other management (as required by
auditing starkdards), and from inspection of the Company's regulatory and legal correspondence and discussed with the directors the
policies and procedures regarding compliance with laws and regulations.

We communicated identified laws and regulations throughout our feam and remained alert fo any indications of non-complionee
throughout the audit.

The potential etfect of these laws and regulations on the financial statements varies considerahly.

Firstly, the Company is subject to laws and regulations that directly aftect the financial statements including financial reporting
legislation {including related companies legislation}. distributable profits legislation and taxation legislation and we assessed the
extent of compliance with these laws and regulations as part of our procedures on the related financial statement ilems.

Secondly. the Company is subject to many other laws and regulations where the consequences of non-compliance could have a
malterial ¢lTect on amounts or disclosures in the linancial staterents, for instance through the imposition of fines or litigation, We
identified the following areas as those most likely to have such an effect: health and safety, anti-bribery, employment law and certain
aspects of company legislation recognising the Company’s activities. Auditing standards limit the required audit procedures to
identily non-compliance with these laws and regulations 10 enquiry of the dircetors and inspeetion of regulalory and legal
correspondence, if any. Therefore, if a breach of operational regulations is not disclosed to us or evident from relevant
correspondence, an audit will not detect that breach.

Context of the ability of the qudit to derect fraud or breaches of law or regularion

Owing to the inherent limitations of an audit. there is an unavoidable risk that we may not have detected some material misstatements
in the financial statements, even though we have properly planned and performed our audit in accordance with auditing standards. For
example, the turther removed non-compliance with laws and regulations is from the events and transactions reflected in the financial
statements. the less likely the inherently limited procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of [raud, as these may involve collusion, Torgery,
intentional omissions, mistepresentations, or the override of internal controls. Our audit procedures are designed to detect material
misstatement. We are not responsible for preverting non-compliance or fraud and cannot be expected to detect non-compliance with
all laws and regulations.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements does not cover
those reports and we do not express an audit epinion thereon.

Our responsibility is to read the strategic report and the directors™ report and. in doing so, consider whethar, based on our financial
statements audit work, the information therein is materfally misstated or inconsistent with the financial statements or our audit
knowledge. Based solcly on that work:

® we have not idenfified material misstatements in the strategic report and the directors” report:

® in our epinion the information given in those reports for the financial year is consistent with the financial statements; and

® in our gpinion these reports have been prepared in accordance with the Companics Act 2006,




INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF CAPITA CUSTOMER MANAGEMENT LIMITED

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate For our audit have not been reecived from branches not
visited by us: or

. the financial statements are not in agreement with the accounting records and returns; or
. certain disclosures of directors’ remuneration specified by law are not made; or
. we have not received all the information and explanations we require for our audit.

We have nothing 1o report in these respeets,

Directors' responsibilities

As explained more fully in their statement set out on page 3, the directors are responsible for: the preparation of the financial
statements and for being satisfied that they give a true and fair view: such internal contrel as they determine is necessary to enable the
preparation of financial statements that are free trom material misstatement, whether due 10 fraud or error; assessing the company’s
ability to continue as a geing concem. disclosing, as applicable. matters related to going concern: and using the going concern basis
of accounting unless they either intend to liquidate the company or to cease operations, or have no realistic alternative but te do so.

Auditor's responsibilities

Our objectives are to obtain reascnable assurance about whether the financial statements as a whele are free from material
misslatement, whether due (o Traud or error, and (o issuc cur opinien in an auditor's report. Reasonable assurance is a high level of
assurance, but does not guarantee that an audit conducted in accordance with 15As (UK) will always detect a material misstatement
when it exists. Misstatements can arise trom fraud or error and are considered material if, individually or in aggregate, they could
reasenably be expected 1o influence the cconomic decisions of users laken on the basis of the lnancial slalements.

A fuller description of our responsibilities is provided on the FRC’s website at www.trc.orp.ukZauditorsresponsibilities.

The purpaose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006.
Our audit work has been undertaken so that we might state to the company’s members those matters we are required to state to them
in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members, as a body, for our audit work, for this report, or for the opinions we
have formed.

Katharine L'Estrange (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutery Auditor
Chartered Accounrants

1 Sovereign Scuare

Sovereign St

Leeds

LS14DA

Date: 21 June 2022
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CAPITA CUSTOMER MANAGEMENT LIMITED

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

Notes
Revenue 3
Cost of sales
Gross profit
Administrative expenses
Qperating profit 4
Investment income 6
Other income
Net finance costs 7
Profit hefore tax
Income tax charge 8

Total comprehensive (expense)/income for the year

2021

351,798,560

(301,580,595)

50,217,965

(19,505,578)

30,712,387
578,324
(967.054)

30,323,657

(41,482.623)

(11,158,966)

The income statement has been prepared on the basis that all operations are continuing aperations.

There are no recognised gains and losses other than those passing through the income slatement,

The neles on pages 15 to 45 form an integral parl of these financial statements.

2020

405,956,460

(352.871,303)

53,085,157
(23,546,441
29,538,716

366,941
50,000
(1,296,181}

2R.859.476

{1,212.341)

27,647,135
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CAPITA CUSTOMER MANAGEMENT LIMITED

BALANCE SHEET

AS AT 31 DECEMBER 2021

Non-current assets

Property, plant and equipment
[ntangible assets

[nvestments in subsidiaries
Right of usc assct

Contract fulfilment assets
Trade and other receivables
Deferred tax

Current assets
Trade and other receivables

Total assets

Current liabilities
Trade and other payables
Deferred income
Financial liabilities
Lease liabilities
Provigions

Income tax payable

Non-current liabilities
Lease liabilities
Provisions

Total liabilities

Net assefs

Nuotes

10
11
12
13
14

14

16
17
18
19

18
19

2021

2,919,586
28,350,999
6,018
6,852,656
1,381,138
1,043,685
8,300,476

64,854,558

269,203,003

269,203,093

334,057,051

54,080,509
83,265,455
21935412
1,269,201
1,465,652
13,114,279

175,130,508

17,073,307

17,073,307

192,203,815

141,853,836

2020

12,310,357
25,791,357
6.018
8,006,119
17,351,224
2,595 087
43483673

110,443,855

273,605,528

273,605,528
384,049,383
54,459,630
138,302,583
5,394,366

1,974,507

12,070,268

212,201,404

18.597,454
237,723

18,835,177

231,036,581

153,012,802
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CAPITA CUSTOMER MANAGEMENT LIMITED

BALANCE SHEET (CONTINUED)
AS AT 31 DECEMBER 2021

2021 2020
Notes £ £
Capital and reserves
[ssued share capital 20 180,320,001 180,320,001
Share premium 37,680,000 37,680,000
Retained deficit (76,146,163) (64.987,199)

Total equity 141,853,836 153,012,802
The notes on pages 15 to 45 form an integral part of these financial statements.

Approved by Board and authorised for issue on 21 June 2022

A J Bowman
Director

Company Registration Ne. 01336850
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CAPITA CUSTOMER MANAGEMENT LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Share capitaBhare premium Retained deficit Total equity
£ £ £ £
At 1 January 2020 180,320,001 37,680,000 (92,634.334) 125,365,667
Total comprehensive income for the year - - 27,647,135 27647135
Contribution in respect of share based payment charge - - 104,847 104.847
Settlement of share based payment charged by
intcreompany - - (144.847) (104,547}
At 31 December 2020 180,320,001 37,680,000 (64,987.199) 153,012,802
Total comprehensive income for the year - - (11.158,906) {11,158,966}
Contribution in respect of share based payment charge - - 62,113 62,113
Settlement of share based payment charged by
intereompany - - (62.113) (62,113}
At 31 December 2021 180,320,001 37,680,000 (76,146,165) 141,853,836

Share capital
The balance classified as share capital is the nominal proceeds on issue of the Company's equity share capital. comprising
180,320,001 ordinary shares.

Share premium
The amount paid to the Company by shareholders, in cash or other consideration, over and above the nominal value of the
shares issued to them.

Retained deficit
Pertains to accumulated losses in the Company.

The notes on pages 15 to 45 form an integral part of these financial statements.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies
Basls of preparation
Capita Customer Managemenl Limited is a company incorporated and domiciled in the UK,

The financial statzments are prepared under the historical cost basis except where statad otherwisz and in accordance with
applicable accounting standards.

In determining the appropriate basis of preparation for the annual report and financial statements for the year ended 31
December 2021, the Company’s Direclors (“lhe Dircetors™) are required 1o consider whether the Company can continue in
operational existence for the foreseeable future, being a period of at least 12 months following the approval of these financial
statements. The Dircetors have concluded that it is appropriate to adopt the going concemn basis, having undertaken a rigorous
asscssment of the Nnancial forecasts, key uncertaintics, and sensitivitics, as sct out below.

Board assessment

Basc case scenario

The hAnancial lorecasts used Tor the going concem assessment are derived rom the 2022-2023 business plans (‘BP’) for the
Company which have been subject to review and challenge by management and the Directors. The Directors have approved
the projections. Under the base case scenario, completion of Capita ple’s group wide transformation programime has simplified
and stzengthened the business and facilitales further elficiency savings enabling sustainable growth in revenue, profit, and cash
flow over the medium term.

Severe but plausible downside

In adcition to the basc case, the Directors have also considered severe but plausible downside scenarios. The Directors have
taken account of trading downside risks, which assume the Company is not successful :n delivering the anticipated levels of
revenue, profit, and cash tlow growth. The downside scenario used for the going concern assessment also includes potential
adverse financial impacts dug to additional inflationary pressurc which cannot be passed on the customers, not achicving
targeted marging on new or major contracts. unforeseen operational issies leading the contract Insses and cash ontflows, and
unexpected potential fines and losses linked to incidents such as data breaches and/or ¢yber-attacks.

Offsetting these risks the Directors have considered available mitigations within the direct control of the Cempany, including
reductions Lo variable pay rises, selting aside any bonus payments and limiting discretionary spend.

Reliance on Capita ple (*the Group')
The Director’s assessment of going concern has considered the extent to which the Company is reliant on the Group. The
Company is reliant on the Group in respeet of the lollowing:

® provision of certain serviees, such as administrative support scrviees and should the Group be unable to deliver these

services, the Company would have difficulty in continuing te trade;

® nparticipation in the Group’s notional cash pooling arrangements, of which £46.185.608 was overdrawn by the
Company at 31 May 2022. In the event of a default by the Group. the Company may not be able to access its overdraft
facility within the pooling arrangement;

recovery of receivables of £225.374,418 fellow Group undertakings as of 31 May 2022. If these receivables are not
able to be recovered when foreeast by the Compuny, then the Company may have difficulty in continuing to trade;

additional funding that may be reguired it the Company suffers potential future losses:
revenue from other Group entities and key contracts that may be terminated in the event of a default by the Group: and

the Company forms part of a group of subsidiary companies owned directly or indirectly by Capita plc each of which
wuarantee the obligations under certain funding arrangements of Capita ple and Capita Holdings Limited (reter to note
1.2).
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Basls of preparatlon (continned)

Given the reliance the Company has en tae Group, the Dircctors have considered the linancial position of the ullimale parent
undertaking as disclosed in its most recent consolidated financial statements, being tor the year ended 31 December 2021.

Ultimate parent undertaking — Capita pic

The Capita plc Board (‘the Board") concluded that it was appropriate to adopt the going concern basis, having undertaken a
rigorous assessment of the financial forecasts, key uncertainties, and sensitivities, when preparing the Group’s consolidated
financial statements 1o 31 December 2021, These nancial statements were approved by the Board on 9 March 2022 and are
available on the Group’s website (1 v v capitooen oy esters). Below is a summary of the position at 9 March 2022:

Accounting standards require that ‘the foreseeable tuture’ for geing concern assessment covers a period of at least twelve
months from the date of approval of these financial statements, although thosz standards do not specify how far beyond twelve
months a Board should consider. In its going concern asscssment, the Board has considered the period from the date of
approval of these financial statements to 31 August 2023, which is just less than eighteen months from the date of approval of
the Greup financial statements {'the going concern period”) and which aligns with the expiry of the revolving credit facility
(RCF}. The Board has also considered any material committed outflows beyond this period in forming their asscssment,
including the extension of the RCF which is a key consideration.

The base case financial lorecasts demonsirale liquidily headroom and compliance with all covenant measurcs throughout the
going concern period to 31 Aogust 2023,

The principal mitigation to the possibility of mnsuificient hqudity in the severe but plausible dewnside scenario 1s the
continuaticn of the Board approved disposal programme which covers businesses that do not align with the Group’s
longer-term strategy, The Group has a strong track record of exceuting major disposals, In 2021, the Board targeted 1o achicve
£700m of disposal proceeds by 30 June 2022 and will exceed this target on the completion of the announced disposal of
Trustmarque and Speciality Insurance businesses. The disposal programme continues, with further disposal processes launchad
in carly 2022. The Board is confident that the disposal programme will be delivered, thercby introducing substantial net cash
proceeds to the Group, albeit with a corresponding removal of consolidated profits and cash flows associated with the disposal
businesses.

In addition to the ongeing disposal programme, the Group may seek to mitigate the liguidity risks which might arise in the
downside scenario by seeking further sources of financing beyond its existing committed funding facilities. The Board has
been suceessful in obtaining new and extended financing facilitics in reeent years and an immediate mitigating action includes
the extension of the current RCF which currently expires en 31 August 2023,

Material uncertainties related to the Group:

The Board recognises that the disposal programme requires agreement from third parties and that major disposals may be
subject to shareholder and, potentially, lender approval. Similarly, any new refinancing, including the extension of the RCF,
requires agreement with lenders. Such agreements and approvals are outside the direct control of the Group, Therefore, given
that some of the mitigating actions which might be taken to strengthen the Group's liquidity positien in the severe but plausible
downside scenario are outside the control of the Group, this gives rise to material uncertainties, as defined in accounting
standards, relating to events and circumstances which may cast significant doubt about the Group’s ability to continue as a
going concern and to continue in operation and discharge its liabilities in the normal course of business.

Reflecting the Board's confidence in the benefits expected from the cowmpletion of the transformation programme and
execution of the approved dispesal programme coupled with the potential 10 obtain further financing beyord its existing
committed funding facilities, the Group continues 1o adopt the going concemn basis in preparing these financial statements. The
Board has concluded that the Group will be able to continug in operation and meet their liabilities as they fall due over the
period to 31 August 2023, Consequently, these financial statements do not include any adjustments that would be required it
the going concern basis of preparation were Lo be inappropriale,
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Basls of preparatlon (continned)
Conclusion

Although the Company has a reliance on the Group as detailed above. even in a severe but plausible downside for both the
Company and the Group, the Directors are confident the Company will continue to have adequate financial resources to
continue in operation and discharge its liabilitics as they fall due over the period to 31 August 2023 (the “going concern
period™). Consequently, the annual report and financial statements have been prepared on the geing concern basis.

However, as the Group’s financial statements have identitied material uncertainties giving rise to significant coubt over the
Group’s ahility to continne as a going concern, given the Company’s reliance on the Group as set out above, this in turn gives
rise 0 & material uncertainty relaling o events and circurnstances which may cast significant doubt about the Company’s
ability to continue as a going concern and, therefore, that the Company may be unable to continue in operation and discharge
its liadilities in the normal course of business. The financial statements do not include any adjustments which would be
required il the going concern basis of preparation were Lo be deemed inappropriate.

Guarantor group

The Company forms part of a group of subsidiary companies owned directly or indirectly by Capita ple each of which
guarantee the obligations under certain funding arrangements of Capita ple and Capita Holdings Limited. These funding
arrangements are: Capita ple’s principal bank credit facilities, Euro fixed rate bearer bonds and a Schuldschein loan issued by
Capita ple, and US private placement loan notes issued by Capita Holdings Limited. These arrangements are subject to
ongoing compliance with covenants that include the Group’s maximum ratio of adjusted net debt to adjusted EBITDA and
minimum interest cover. The covenant threshold tests are required to be carried out twice a year.

Under the Capita ple’s committed bank facilities and Euro fixed rate bearer notes covenants at 31 December 2021 the Group's
adjustad net debt to adjusted EBITDA ratio was 2x compared to a maximumn permitted value of 3.5x and annualised interest
cover at 9.6x compared to 1 minimum permitted level of 4.0x. Under the US private placement loan notes covenant
calculations, at 31 December 2021 the Grroup’s adjusted net debt to adjusted EBITDA ratio was 1.5x compared to a maximum

permitted value of 3.0x and annualised interest cover at 9.9x compared to a minimum permitted level of 4.0x.

Further details of the covenant calculations are provided in section 8.2 of Capita plc's Annual report.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Compliance with accounting standards

The Company has applicd FRS101 — Reduced Disclosure Framework in the preparation of its linancial statements, The
Company has prepared and presented these tinancial statements by applying the recegnition, measurement and disclosure
requirements of international accounting standards in conformity with the requirements of the Companies Act 2006.

The Company's ultimate parent undertaking, Capita ple, includes the Company in its consolidated stalements. The consolidated
financial statements are prepared in accordance with international accounting standards in conformity with the requirements of
the Companics Act 2006 and with UK-adopted International Financial Reporting Standards {IFRSs) and the Dhselosure and
Transparency Rules of the UK's Financial Conduct Authority. These are available to the public and may be obtained trom

Capita ple’s website on https:/www.capita.com/investors.

In these financial statements, the Company has applied the disclosure exemptions available under FRS 101 in respect of the
following disclosures:
® A cash flow stalement and related notes;
®  (Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;
Disclosures in respect of transactions with wholly owned subsidiaries;
Disclosures in respect ol capital management:
The effects of new but not yet effective IFRSs;
An additienal balance sheet for the beginning of the earliest comparative period following the retrospective change in
accounting policy:
Certain disclosures as required by IFRS 15 Revenue from Contracts with Customers;

Disclosures in respect of the compensation of key management personnel; and
Certain disclosures as required by TFRS 16 Leases.

As the consolidated financial statements of Capita ple include equivalent disclosures, the Company has also taken the
disclosure exemptions under FRS 101 available in respect of the ollowing disclosure:

* Certain disclosures required by IFRS 2 Share Based Payments in respect of Group settled share based payments;
®  (Certain disclosures required by 1AS 36 Impairments of assets in respect of the impairment of goodwill and indefinite
life intangible asscts;

Certain disclosures required by [FRS 3 Business Combinations in respect of business combinations undertaken by the

Company, in the current and prior periods including the comparative period reconciliation for goodwill; and

® Certain disclosurcs under IFRs 13 Fair Value Measurement and disclosures required by IFRS 7 Financial Instrument
Disclosures.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})

Changes in accounting policles

Onerous Contracts — Cost of Fulfilling a Contract (Amendments to IAS 37)

The amendments specify which costs an entity includes in determining the cost of fulfilling a contract for the purpese of
assessing whether the contract is enerous. The amendments apply for annual reporting periods beginning on or after | January
2022 to contracts existing at the date when the amendments are first applied, At the date of initial application, the cumulative
effect of applying the amendments is recognised as an opening balance adjustment to retained earnings or other components of
equity, as appropriate. The comparatives are not restated.

The Company is in the advanced stages of the assessment of the amended standard and based on its current assessimnent. it is
not expected to have any material impact to the Company”™s financial statements.

Revenue recognition
Revenue is earned within the United Kingdom.

The Compuny operates a number of diverse businesses und therefore it uses a variety of methods for revenue recognition based
on the principles set out in IFRS 15. Many of the contracts entered are long term and complex in nature given the breadth of
solutions the Company offers.

The revenue and profits recagnised in any period are based on the delivery of performance obligations and an assessment of
when control is transferred to the customer.

Revenue is recognised either when the performance obligation in the contract has been performed (so ‘point in time'
recognition) or 'over time' as centrol of the performance cbligation is transferred te the customer.

For all contracts, the Company determines if the arrangement with a customer creates enforceable rights and obligations. This
assessment results in certain Master Service Agreements ("MSA’s™) not meeting the definition of a contract under [FRS 15 and
as such the individual call-off agreements, linked to the MSA, are treated as individual contracts.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

1 Accounting policies {Continued})

1.5 Revenue recognition (continued)

The Company eniers into contracts which contain extension periods, where cither the customer or both partics can choose (o
extend the contract or there is an automatic annual renewal, and/or terminaticn clauses that could impact the actual duration of
the contract. Judgement is applied to assess the impact that these clauses have when determining the appropriate contract term.
The term of the contract impacts both the period over which revenue frem perfermance obligations may be recognised and the
period over which contract fulfilment assets and capitalised costs to obtain a contract are expensed.

For contracts with mulliple components o be delivered such as transformatien, transitions and the dehivery of outsourced
services, management applies judgement to consider whether those promised goods and services are (i) distinct - to be
accounted for as scparate performance obligations; (ii) not distinct - to be combined with other promised goods or scrvices
until a bundle is identificd that is distinet or (111) part of a series of distinet goods and scrvices thal are substantially the same
and have the same pattern of transfer to the customer.

At contract inceplion the total transaction price is estimated, being the amount to which the Company expects Lo be entitled and
has rights to under the present contract. This includes an assessment of any variable consideration where the Company's
performance may result in additional revenues based on the achievement of agreed KPIs. Such amounts are only included
based on the expeeted value or the most likely outcome method, and only 1o the extent that 1t is highly prebable that no
revenue reversal will oceur.

The transaction price docs not imclude estimates of consideration resulting from change orders for additional goods and
services unless these are agreed.

Onee the otal transaction price is determined, the Company allocates this to the identified performance obligations in
proportion to their relative stand-alone selling prices and recognises revenue when (or as) those performance obligations are
satisfied.

The Company infrequently sells standard products with observable standalone prices due to the specialised services required
by customers and therefore the Company applies judgement to determine an appropriate standalone selling price. More
frequently, the Company sclls a customer bespoke solution, and in these cases the Company typically uscs the expected
cost-plus margin or a contractually stated price approach to estimate the standalone selling price of each performance
obligation.

The Company may offer price step downs during the life of a contract, but with no change to the underlying scope of services
to be delivered. In general, any such variable consideration, price step down or discount is included in the tofal transaction
price 10 be allocated across all performance obligations unless it relates 1o only one performance obligation in the contract.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Revenue recognition (contlnued)

For cach performance obligation 1o be recognised over time, the Company applics a revenue recognition method that Faithlully
depicts the Company’s performance in transferring contrel of the goods or services to the customer. This decision requires
assessment of the real nature of the goods or services that the Company has promised to transfer to the customer. The
Company applics the relevant cutpul or input method consistently o similar performunce obligations in other contracts,

When using the output method, the Company recognises revenue on the basis of direct measurements of the value te the
customer of the goeds and services transferred Lo date relative to the remaining goods and services under the contract, Where
the output method is used, for long term service contracts where the series guidance is applied (see below tor further details),
the Company often uses a method of time clapsed which requires minimal cstimation. Certain long-term contracts use cutput
methods based upon cstimation of number of uscrs, level of service activily or lees collecied.

If performance obligations in a contract do not meet the overtime criteria. the Company recognises 1evenue at a point in time
when the service or good is delivered.

The Company disaggregates revenue from contracts with customers by contract type, as management believe this best depicts
how the nalure, amount, timing and uncertainly of the Company’s revenue and cash Mows are affeeted by economic laclors,
Categories are: “long-term centractual — greater than two years’; and ‘short-term contractual — less than two years’. Years
based from service commencement date.

Contract fuifilment costs
Contract fulfilment costs are divided into: (i) costs that give rise to an asset; and {ii) costs that are expensed as incurred.

When determining the appropriate accounting leeatment Tor such costs, the Company Nirstly considers any other applicable
standards. If those other standards preclude capitalisation of a particular cost. then an asset is not recognised under IFRS 15. If
other standards arz not applicable to contract fultilment costs, the Company applies the following criteria which, if met, result
in capitalisation: {i) the costs dircetly relate (o a conlract or to a specilically identifiable anticipaled contract: (11) the costs
generate or enhance resources of the entity that will be used in satisfying (or in continuing to satisfy) performance obligations
in the future; and (ii1) the costs are expected to be recovered.

The assessment of this criteria requires the application of judgement, in particular when considering if costs generate or
enhance resources 1o be used to satisty future performance obligations and whether costs are expected to be recoverable,

Utilisgrion: The ulilisation charge is included within cost of sales, The Company utilises contract fullilment assels over tae
expected contract period using a systematic basis that mirrors the pattern in which the Company transters control of the service
to the customer. Judgement is applied to determine this period.

Derccognition: A contract fulfilment assct is derecognised cither when it is disposed of or when no further ceonomic benefits
are expected to flow from its nse or disposal.

Impairment: At each reporting date, the Company determines whether or not the contract fulfilment assets are impaired by
comparing the carrying amount of the asset to the remaining amount of consideration that the Company expects 10 receive less
the costs that relate to providing services under the relevant contract. In determining the estimated amount of consideration, the
Company uses the same principles as it does to determine the contract transaction price, except that any constraints used to
reduce the transaction price will be removed for the impairment test.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

1 Accounting policies {Continued})
1.5 Revenue recognition (continued)

Contract modifications

The Company’s conlracls arc often amended lor changes in contract speeifications and requirements, Contract modifications
exist when the amendment either creares new or changes the existing enforceable rights and obligartions.

The elfeet of a contract modification on the transaclion price and the Company’s measure of progress (or the performance
obligation to which it relates, is recognised as an adjustiment to revenue in one of the following ways:

. prospectively as an additional separate contract:

. prospectively as a termination of the existing contraet and ereation of a new contract:
. as part of the eriginal contract using a cumulative catch up: or

. as a combination of (b} and (c).

on T oo

For contracts for which the Company has decided there is a series of distinet goods and services that are substantially the same
and have the same pattern of transfer where revenue is recognised over time, the modification will always be treated under
either (a) or (b): (d) may arise when a contract has a part termination and a modification of the remaining performanze
obligations. The facts and circumstances of any contract modification are considered individually as the types of modifications
will vary contract by contract and may result in different accounting outcomes,

Judgement is applied in relation to the accounting tor such modifications where the final terms or legal contracts have not been
agreed prior to the period end as management need to determine if a modification has been approved and if it gither creates
new or changes existing enforceable rights and obligations of the parties. Depending upon the outcome of suck negotiations,
the timing and amount of revenue recognised may be different in the relevant accounting periods. Modification and
amendments to contracts arc undertaken via an agreed formal process. For example. if a change in scope has been approved
but the corresponding change in price s still being negotiated, management nse their judgement to estimate the change to the
total transaction price. Importantly any variable consideration 1s only recognised to the extent that it is highly probably that no
revenuc reversal will occur.

Deferred and accrued income

The Company’s customer contracts include a diverse range of payment schedules dependent upon the nature and type of goods
and services being provided. This can include performance-based pavments or progress payments as well as regular monthly or
yuarlerly puyments for ongoing service delivery. Tayments for transactional gowds and services may be al delivery date, in

arreurs or part payment in advance.

Where payments made are greater than the revenue recognised at the period end date. the Company recognises a deferred
income contract lability for this difference. Where pavments made are less than the revenue recognised at the period end date,
the Company recognises an aecrued income contract asset for this difference.

At each reporting date, the Company assesses whether there 15 any indication that acerued income assets may be impaired by
considering whether the revenue remains highly probable that no revenue reversal will occur. Where an indicator of
impairment exists, the Company makes a fermal estimate of the asset’s recoverable amount. Where the carrying amount of an

asset exceads its recoverable amauont, the asset is considerad impairad and is written down to its recaverable amount.
Onervus contracts

The Company reviews its long-term contracts to ensure that the expected economic benefits to be received are in excess of the
unavoidable costs of meeting the obligations under the contract. The unavoidable costs are the lower of the net costs of
termination or the costs of fulfilment of the contractual obligations. The Company recognises the excess of the unavoidable
costs over ceonamic benefits duc to be reecived as an oncrous contract provision.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Revenue recognltlon (continued)

Contract types

The Company disaggregates revenue from contracts with customers by contract type, as management believe this best depicts
how the nature, amount, timing and uncertainty of the revenue and cash flows are affected by economic factors. Categories are:
“‘long-term contractual - greater than lwo years”; and ‘short-lerm contractual - less than two years™. Years based Irom scrvice
conumencement date.

Long tern contractual - greater than twe years

The Company provides a range of scrvices under customer contracts with a duration of more than two years, The nature of
contracts or performance cbligations categorised within this revenue type is diverse and includes: (i) long-term outsourcad
service arrangements in the public and private sectors; and {i1) active software licence arrangements.

Majority of the long-term contractual contracts form part of a series of distinct goods and services as they are substantially the
same service; and have the sume pattern of transter (us the series constitutes services provided in distinet time increments (e.g.
daily, monthly, quarterly or annual services)} and therefore trears the series as one performance abligation.

Short ferm contractual - less than two years
The nature of contracts or performance obligations categorised within this revenue type is diverse and includes: (i) short-term
outsourced service mrangeiments in the public and private sectors; and (1) software maintenance contracts,

The Company has assessed that maintenance and support (i.e. on-call support, remote support) for software licences is a
performance obligation that can be considered capable of being distinet and separately identifiable in a contract if the customer
has a passive liceace. These recurring services are substantially the same as the nature of the promise is for the Company to
‘stand ready’ to pzrform maintenance and support when required by the customer. Each day of standing ready is then distinet
from each following day and is trunsferred in the same pattern to the customer.

Principal versus agent

I'he Company has arrangements with some of its ¢lients whereby it needs to determing if it acts as a pringipal or an agent as
more than one party is invelved in providing the goods and services to the customer. The Company acts as a principal if it
controls a promised good or service before transferring that good or service to the customer. The Company is an agent if its
role is to arrange for another entity to provide the goods or services, Factors considered in making this assessment are most
notably the discretion the Company has in establishing the price for the specified good or service. whether the Company has
inventory risk and whether the Company is primarily respounsible for fulfilling the promise to deliver the service or good.

This assessment of control requires judgement in particular in relation Lo certain service conlracts, An example is the provision
of certain recruitment and learning services where the Company may be assessed to be agent or principal dependent upon the
tacts and circumstances of the armrangement and the nature of the services being delivered.

Where the Company is acting as a princisal, revenue is recorded on a gross basis. Where the Company is acling as an agent,
revenue is recorded at a net ameunt reflecting the margin earned.
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CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

1 Accounting policies {Continued})

L5 Revenue recognltlon (continued)

Licences

Software licences delivered by the Company can either be right to access (*active’} or right to use ("passive’) licences. which
determines the timing of revenue recognition. The asscssment of whether a licence is active or passive invelves judgement.

The key determinant of whether a licence is active is whether the Company is required to undertake continuing activities that
significantly affect the licensed intellectual property ¢or the customer has a reasonable expectation that it will do so) and the
customer is, therefore, exposed to positive or negative impacts resulting from those changes. The Company is in a majority of
cases responsible for any maintenance, continuing support, updates and upgrades and accordingly the sale of the initial
software is not distinct. All other licences which have significant stand-alone functionality are treated as passive licences.

When software upgrades are sold as part of the software licence agreement {i.e. sottware upgrades are promised to the
custamer), the Company applies judgement to assess whether the software upgrade is distinet from the licence {i.e. a separate
performance obligation). If the upgrade is considered fundamental to the engeing use of the software by the customer, the
upgrades are not considered distinet and not accounted for as a separate performance obligation.

The Company considers for each contract that includes a separate licence performance obligation all the facts and
circumstances in determining whether the licence revenue is recognised over time (*active™) or at a point in time ("passive’}
from the go live date of the licence,

L6  Goodwill

Goodwill is stated at cost less any accumulated impairment losses. It is not amortised but is tested annually for impairment.
This is not in accordance with The Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008
which requires that all goodwill be amortised. The Dicectors consider that this would fail 1o give a troe and fuir view of the
protit for the year and that the economic measure of performance in any period is properly made by reference only to any
impairment that may have arisen. It is not practicable to quantify the effect on the financial statements of this departure.

On adoption of FRS 101, the Company restated business combinations that took place between 1 January 2007 and 31
December 2014. The Company. therefore, restated its opening balances in 2014 to retlect the position had IFRS 3 ‘Business
Combinations’ been in effect since | January 2017,

1.7  Capitalised and purchased software

Software is valued at cost less accumulated amortisation. Ameortisation is calculated to write off the cost in equal annual
instalments over their estimated useful life, which is typically 5 vears. In the case of capitalised software development costs.
rescarch expenditure is written ofl to the statement of prolit and loss in the period in which it is incurred. Development
expenditure is written off in the same way unless and until the Company is satisfied as to the technical, commercial and
lTnancial viability ol individual projects. In these cases, the developent expenditure is capitalised and anorlised over the
period during which the Company is expected 1o benefit,

1.8  Property, plant & equipment

Property, plant and equipment are stated at cost less depreciation. Depreeiation is provided at rates caleulated to write off tae
cost less estimated residual value of each asset over its expected vseful life, as follows:

Leasehold improvements Over the period of the lease
Fixturss, fittings & equipment 4-5 years
Computer equipment 3-10 years
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Accounting policies {Continued})
Leasing
The Company leases various asscts, comprising land and buildings and cquipments,

The determination whether an arrangement is, or contains. a lease is based on whether the contract conveys a right to control
the use ol an identified asset Tor a period of time in exchunge for consideration,

The following sets out the Company’s lease accounting pelicy for all leases with the exception of leases with low value and
term ol 12 menths or less which are expensed o the consolidated income statement.

The Company as a lessee — Right-of-use assets and lease liabilities

At the inceplion of the lease, the Company recognises a right-of-use assel al ¢ost, which comprises the present value of
minimum lease payments determined at the inception of the lease. Right-of-use assets are depreciated using the straight-line
method over the shorter of estimated life or the lease term. Depreciation is included within administrative expenses in the
consolidated income statement. Amendment 1o lease terms resulting in a change in payments or the length of the lease results
in an adjustment to the right-of-use asset and liability. Right-of-use assets are reviewed for impairment when events or changes
in circumstances indicate the carrying value may not be fully recoverable.

The Company recognises lease liabilities where a lease contract exists and right-of-use assets representing the right to use the
underlying leased assets. At the commencement date of the lease, the Company recognises lease liabilities measured at the
present value of the lease payments to be made over the lease term.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the leuse
commencement date because the interest rate implicit in the leasce is not readily determinable. After the commencement date.
the amount of lease liahilities is increased to reflect the accretion of interest and reduced for the lease payments made. The
incremental borrowing rate is the rate of interest that the Company would have to pay to borrow, over a similar term and with a
similar sccurity, the funds necessary to obtain an assct of a similar value to the right-of-use assct in a similar ¢cconomic
environment. lncremental borrowing rates are determined monthly and depend on the term, country, currency and start date of
the lease. The incremental borrowing rate is determined based on a series of inputs including: the risk-free rate based on swap
market data: a country-speeific risk adjustment; a credit risk adjustment; and an entity-specific adjustment where the entity risk
profile is different to that of the Group.

The Icase hability is subsequently remeasured {with a corresponding adjustment to the related right-of-use asset) when there is
a change in future lease payments due to a renegotiation or market rent review, a change of an index or rate or a reassessment
of the lease term.

Lease payments are apportioned between a finance charge and a reduction of the lease liability based on the constant interest
rate applied to the remaining balance of the liability. Interest expense is included within net finance costs in the consolidated
income statement. Lease payments comprise fixed payments, including in-substance fixed payments such as service charges
and variable lease payvments that depend on an index or a rate, initially measured using the minimmum index or rate al inception
date. The pavments alse mclude any lease meentives and any penalty payments tor terminating the lease, 1T 1he lease term
reflects the lessee exercising that option. The [case term determined comprises the non-czncellable period of the lease contract.
Periods covered by an option to extend the lease are included it the Company has reasonable certainty that the option will be
exercised, and periods covered by an option to terminate are included it it is reasonably certain that this will not be exercised.
The Company has clected to apply the practical expedient in [FRS 16 paragraph |3 nat to separate non-lcase components such
us service charges Mrown lease rental charges.
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Accounting policies {Continued})
Tnvestments

All investments arc inilially recorded at their cost. Subscquently they are teviewed for impairment if cvents or changes in
circumstances indicate the carrying value may not be recoverable.

Pensions

The Company participates in a number of defined contribution schemes where contributions are charged to the profit and loss
account in the year in which they are due. These schemes are funded and eontributions are paid to separately administered
funds. The assets of these schemes are held separately from the Company. The Company remits monthly pension contributions
te Capita Business Services Ltd, a tellow subsidiary undertaking, which pays the group liability centrally. Any unpaid
contributions at the year-end have been accrued in the accounts of Capita Business Services Lid,

The Company also has employees who arz members of a defined benefit scheme operated by the group — the Capita Pension &
Life Assurance Scheme {the “Capita DB Scheme™). The Company has current employees who continue to acerue benefits in
the Capita DB Scheme.

As there is no contractual agreement or stated group policy for charging the net defined benefit cost of the Capita DB Scheme
to participating entities, the net defined benefit cost of the Capita DB Scheme is recognised fully by the Principal Employer
(Capita Business Services Ltd). The Company then recognises a cost equal to its contribution payable for the period. The
contributions payablc by the participating cntitics are determined on the following basis:

® The Capita DB Schzme provides benefits on a defined benefit basis funded from assets held in a separate
trustee-administered fund.

® The Capita DB Scheme is a non-segregated scheme but there are around 200 different sections in the scheme where
cach scetion provides benefits on a particular basis (some based on final salary, some based on carcer average carnings)
to particular groups of employees.

® At each full actuarial valuation of the Capita DB Scheme (catried out triennially), the contribution rates for those
sections containing active members are calculated. These are then rationalised such that sections with similar employer
contribution rates (when expressed as a percentage of pensionable pay) are grouped together and an average employer
contribution rate tor each of the rationalised groups calculated.

The Company's contribution is consequently calculated by applying the appropriate average employer contribution
rates to the pensionable pay of its amployees participating in the Capila DB Scheme.

A full actuarial valuation of the Capita DB Scheme is carried out every three years by an independent qualitied actuary for the
Trustee of the Capita DB Scheme, with the last full valuation carried out as at 31 March 2020. The next full actuarial valuation
is due to be carried out with an effective date of 31 March 2023,
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L1z

Accounting policies {Continued})
Taxation

Tax on the prolit or loss lor the year comprises current and delerred tax. Tax is recognised in the income stalement exeept 1o
the extent that it relates to items recognised directly in equity or other comprehensive income.

Current tax is the expeeted ax payable or receivable on the wxable income or less for the year, using tax raes enucted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous vears.

Deferred tax is provided, using the Hability method, on all temporary differences at the balance sheet date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax assets are recognised for all deductible temporary dilferenees, carry-lorward of unused lax assets and unuscd lax
losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences
and the carry-forward of unused tax asset except where the deferred tax asset relating to the deductible temporary difference
arises [rom the imilial recognition of an asset or Liabilily in a transaction thal is not a business combimation and, at the time of
the transaction, atfects neither the accounting profit nor taxable profit or loss.

The carrying amount of deferred tax assels 1s reviewed at cach balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.

Delerred tax assets and labilitics are measured al the ax rates that are expected 1o apply 1o the year when the assel is realised
or the liability is settled, based on tax rates {and tax laws) that have been enacted or substantively enacted at the balance sheet
date.
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1.14

Accounting policies {Continued})
Share-based payments

The Company participates in various share option and sharcsave schemes operated by Capita ple, the ultimate parent
undertaking. Details of these schemes are contained in the Group's Annual report.

The fair value of the cquily instrument granted is meusured a1 grant date and is recogaised as un expense over the vesting
period. which ends on the date on which the relevant employees become fully entitled to the award. Fair value is determined
using an option pricing model, only taking into account vesting conditions linked to the price of the shares of the Company
(market conditions).

No expense is recognised for awards that do not ultimately vest as a result of not meeting performance or serviee conditions.
Where all service and performance vesting conditions have been mel, the awards are treated as vesting, irrespective of whether
or not the market condition is satisfied, as market conditions have been reflected in the fair value of the equity instruments.

At cach balance sheet date before vesting, the cumulative expense is caleulated, representing the extent o which the vesting
period has expired and management’s hest estimate of the achievement or otherwise of non-market conditions, the number of
equity instruments that will ultimately vest or, in the case of an instrument subject to a market condition, be treated as vesting
as described above, The movement in cumulalive expense sinee the previous balanee sheet date is recognised in the
consolidated income statement, with a corresponding adjustment to equity.

Whete the terms of an award are modificd or a new award is designated as replacing a cancelled or setlled award, the cost
based on the original award terms continues to be recognised over the original vesting period adjusted for the incremental fair
value of any modification ie the difference between the fair value of the original award and the fair value of the modified
award, both as measured on the date of the modification. No reduction is recognised 1l this dilTerence is negative.

Where an award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not yet recognised in the
consolidated income statement for the award is expensed immediately, Any compensation paid up Lo the fair value of e
award at the cancellation or settlement date is deducted from equity, with any excess over the fair value being treated as an
expense in the income statement.

Group Accounts

The financial statements present information about the Company as an individual undertaking and not about its Group. The
Company has not prepared Group accounts as it is fully exempt from the requirement 1o do so by section 400 of the Companics
Act 2006 as it is a subsidiary undertaking of Capita plc. a company incorporated in England and Wales, and is included in the
consolidated accounts of that company.

- 28 -




CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

L.16

Accounting policies {Continued})
Financial instruments

Investments and other financial assets

(i) Classification
The Company classifies its financial assets in the following measurement categories:
® thosc to be measured subsequently at fair value {cither through OCT or through profit or loss): and

®*  those to be measured at amortised cost.

The classilication depends on the entity’s business model for managing the financial assels and the contractual terms ol tae
cash flows.

(ii) Recognition and derecognition
Regular way purchascs and sales of financial assets are recognised on trade date (that is, the date on which the Company
commits to purchase or sell the asset). Financial assets are derecognised when the rights to receive cash flows from the

tinancial assets huave expired or have been transterred and the Company has transterred substantially all the risks and rewards
of ownership.

(iii) Measurement

At initial recognition, the Cempany measures a financial asset at its fair value plus. in the case of a financial asset not at fair
value through profit or loss (FVPL), transaction costs that are directly atteibutable 1o the acquisition of the financial asset.
Transaction ¢osts of financial assets carried at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows are
solely payment of principal and interest.

(iv) lmEairmeut

The Company assesses, on a torward-looking basis, the expected credit losses associated with its debt instruments carried at
amottised cost and FVOC], The impairment methodology applied depends on whether there has been a significant increase in
credit risk.

For trade receivables, the Company applics the simplified approach permitted by 1FRS 9, which requires expected lifetime
losses to be recognised from initial recognition of the receivables.

Trade and other receivables

The Company assesses on a forward-leoking basis the expected credit losses associated with its receivables carried at
amortised cost. The impairment methodology applied depends on whether there has been a significant increase in credit risk,
For trade receivables, the Company applies the simplified approach permitted by IFRS 9, resulting in trade receivables
recognised and carried at original invoice amount less an allowance for any uncollectible amounts based on expected credit
losses.

Cash and cash equivalents

Cash and short-term deposits in the balance sheet cemprise cash at bank and in hand and short-term deposits with original
maturitics of three months or less that are readily convertible to known amounts of ¢ash and which are subject to an
insignificant risk of changes in value. Bank overdrafts are shown within current financial liabilities.

Impairment of nen-financial assets

At each reporting end date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those asscts have suffered an impairment loss, If any such indication ¢xists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to
estimzte the recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-generating
unit t¢ which the assct belongs,
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.17

1.18

L19

120

Accounting policies {Continued})
Provisions

Provisions are recogniscd when the Company has a present obligation (legal or constructive) as a resull of a past cvent and it s
prabable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliakle
estimate can be made of the amount of the obligation. Where the Company expects seme or all of a provision to be reimbursed,
for ¢xample under an insuranee contract, the reimbursement is recognised as o scparale asset but only when recovery is
virtually certain. The expense relating to any provision is presented in the income statement net of any reimbursement. If the
effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that refleets current market assessments ol the time value ol money and, where appropriale, the risks specific 1o tie
liabiliry. Where discounting is used, the increase in the provision due to the passage of time is recognised as a borrowing cost.
The Company provides, on a discounted basis, for the future rent expense and related cost of leaschold property (net of
cstimated sub-lease income) where the space 1s vacant or currently nol planned Lo be used lor ongoing operations,

Guarantees and financial commitments

The Company has provided a guarantee over private placements loan notes issued by its ultimate parent undertaking Capita Ple
and its fellow subsidiary undertakings Capita Holdings Limited. It has further, provided a guarantze over borrowings of its
fellow subsidiary vndertakings under a cash pooling banking fucility, in both cases the guarantee is made as a part of a
guaranter of subsidiary undertaking of Capita ple.

Foreign exchange

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates of exchange ruling at
the balance sheet date. Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. All
differences are taken to profit and loss account.

Government grants

Government grants are not recognised until there is a reasenable assurance that the Company will comply with the conditions
attaching to them and that the grants will be received. Government grants are recognised in the income statement on a
systematic basis over the periods in which the Company recognises as expenses the related costs for which the grants are
intended to compensate. Government grants that are receivable as compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the Company with no future related costs are recognised in the income
staterrent in the period in which they become receivable.
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2 Significant accounting judgements, estimates and assumptions

The preparation of financial statements ir. accordance with generally accepted accounting principles requires the directors to
make judgements and assumptions that affect the reported amounts of assels and labilitics and disclosure of contingencies at the
date of the tinancial statements and the reported income and expense during the presented periods. Although these judgements
and assumptions are based on the directors’ best knowledge of the amount, events or actions, actual results may differ.

The key sources of estimation uncertainty that have a significant risk of causing material adjustment 1o the carrying amounts of
assets and liabilities within the next financial vear are as follows :

* Revenue: Duc to the size and complexity of some of the Company’s contracts, there are significant judgements to be
applied, specifically in assessing: (i) the recoverability of contract fulfilment assets; and (ii) the completeness of the
customer and onerous contract provisions. These judgements are dependent on assessing the contract's future
profitability. 1t is possible that outcomes within the next financial year may be different from management’s assumptions
and could require a material adjustment to the carrying amounts of contract assets and onerous contract provisions. It
should be noted that while management must make judgements in relation to applying the revenue recognition policy
and recognition of related balance sheet items (trude receivables; deferred income; and accrued income) these are not
considered significant judgements.

® (Contract fulfilment assets: Judgement is applied by the Company when determining what costs qualify to be
capitalised in particular when considering whether these costs are incremental and when considering if costs generate or
enhance resources to be used to satisfy future performance obligations and whether costs are expected to be recoverable.

®* Measurement and impairment of geedwill: the amount of goodwill initially recognised as a result of a business
combination is dependent on the allocation of the purchase price to the fair value of the identifiable assets acquired and
the liabilities assumed, The determination of the fair value of the asscts and liabilitics is bascd, to a considerable extent,
on management’s judgement. Allocation of the purchase price affects the results of the Company because finite lived
intangible assets are amortised. The Company determines whether goodwill is impaired on an annual basis, or more
frequently il required. and this requires an estimation of the recoverable amount of the CGUs 1o which the inlangible
assets are allocated utilising an estimation of future cash flows and choosing a suitable discount rate. Uncertainties
around the on-going impact of Covid-19 and associated economic recovery have been considered and given the level of
judgement and estimation involved in asscssing luture cash Mows, it is reasonably possible that outcomes within the next
financial year may be different frem management's assumptions and require a material adjustment to the carrying value
ot goodwill.

* Deferred tax: In determining the recognition of deferred tax {nole 8), managemenl assess the 1ax expecled to be payable
or recoverable on differences between the carrying ameounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation of taxable profit. Deferred tax assets are recognised
1o the extent that laxable lemporary differences exist, and 1t 1s considered probable that Tuture laxable profits wall be
available against which the assets can be utilised before their expiry. The availability of future profits must be assessed
against forscasts and other supporting evidence. This determination ot future forecasts is based on management’s
Judgement. 1L requires judgement regarding whether future profit foreeasts are considered ‘more likely than not” as
supporting evidence for deferred tax asset recognition.

The Group’s new corporate structure has simplified the internal reporting and. together with the advancement of the
Board approved disposal programme, has provided increased clarity over the composition of future forecasts of taxable
profits. Accordingly, management have applied a methodology based on a probability weighted assessment of the
available luture profits to determine the deferred lax assct to recognise. In prior years, preceding the new simplificd
corporate structure, a shorter forecast timeframe for unwind of assets. with no probability weighting, was considered
more appropriate. The modification in methodology has been reflected as a change in estimation in accordance with 1AS
8, with the adjustment (£50.1m) (o the carrying value of the delerred tax asset recorded as a current year charge in 2021,
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3 Revenue

The total revenue of the Company tor the vear has been derived from its principal activity wholly undertaken in the United

Kingdom.

4 Operating profit 2021 2020

£ £

Operating profic for the year is stated after charging/(crediting):
Net foreign exchange losses/{(gains) 26,197 (316.056)
Depreciation of property, plant and equipment 3,894,714 4,561,178
Loss on disposal of praperty, plant and cquipment 215437 196,652
Depreciation of ROUA 1. K LAB0) 1,545,402
Amortisation of intangible assets 1,804,682 1,360,979
Contract fulfilment asset utilisation 7.917.738 6,637,755
Impaiment of ROUA 2,031 821,968
Intercompany write oft - 7,973

Audit fees are borne by the ultimate parent undertaking, Capita plc. The audit fee for the current period was £84,000 (2020:
£70,000). The Company has taken advantage of the exemplion provided by regulations 6(2)(b) of the Companics {Disclosure of
Auditor Remuneration and Liability Limitation Agreements) Regulations 2008 net to provide information in respect ot fees for
other (non-audit) services as this information is required to be given in the Company accounts of the ultimate parent undertaking,
which it is required to prepare in accordance with the Companies Act 2006.

5 Leases under IFRS 16 2021 2020
£ £

The following are charged to income statement in relation to leases:
Interest expense on lease liabilities 1.027.044 1,122,093
Expenses relating to short term leases 994 476 1,761,723
Depreciation on ROUA 1,100,490 1,545,402
Impairment of ROUA 2.031 521,968

6 Investment income

2021 2020

£ £

Income from shares in Group undertakings 578,324 566,941
578,324 566,941

Investment income includes dividend received from Ventura {India) Private Limited.
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7 Net finance costs

[nterest on bank overdratts

Interest on leases

Tnterest income from Group undertakings
Other interest expense

8 Income tax
The major components of income tax charge for the years ended 31 December 2021 and 2020 are:
Current tax

LK corporation tax
Adjustments in respect of prior periods

2021 2020

£ £

33.797 -
1,027,044 1,122,093
(120,889) {1,373)

27,102 175461
967,054 1,296,181
2021 2020

£ £

6,465,666

6,912,136

Deferred tax
Origination and reversal of temporary differences
Adjustunent in respect of prior periods

Total tax charge reported in the income statement

{166,240 1,005,285
6,299,426 7,917,421
34937028 {5,300,006)

246,169 (905,074)
35,183,197 (6,705,080)
41,482,623 1,212,341
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8 Income tax

{Continued})

The reconciliation between tax charge and the accounting profit multiplied by the UK corporation tax rate for the years ended

31 December 2021 and 2020 is as follows:

Profit hefore tax

Profit before taxation multiplicd by standard rate of corporation tax in the UK of 19.00%
(2020: 19.00%)

Adjusunents in respect of current income tax of prior periods
Adjusunents in respect of deferred tax of prior periods
Expenses not deductible for tax

Non taxable inceme

Deferred income tax not recognised

Qverseas taxes

[mpact of changes in statutery tax rates

Total adjustments

Total tax charge reported in the income statement

Balance sheet

2021 2020
£ £
Deferred tax assets
Decelerated capital allowances 4.157.847 3.731.700
Tax losses 4,700,668 41,740,840
Other temporary differences 1,074,988 986,921
Contract fulMment asset (1.633,027) {2,975 .838)
Net deferred tax assets 8,300,470 43,483,073

2021 2020
£ £
30,323,657 28,859,470
5,761,495 5,483,300
(166.240) 1,005,285
246,169 (905,074)
79,479 113.267
(130.239) (107,809)
50,100,000 -
- 56.745
(14.408.041) (4.433,373)
35,721,128 {4,270,959)
41,482,623 1,212,341
Income statement
2021 2020
£ £
(426,077) (1,152,021
37.040,172 {4.5350,589)
(¥8.067) (376.524)

(1,342.831)

(625,946)

Deferred tax charge/ {credit}

35,183,197

{6,705,080)

A change to the main UK corporation tax rate was substantively enacted on 24 May 2¢2 1. The rate applicable from | April
2023 increases from 19% to 25%. The net UK deferved tax asset at 31 December 2021 has been calculated based on this rate,
resulting in a £14.4m tax credit to the income statement i 2021, This 1s made up of a £2.4m credit on deferred tax assets
recognised at 31 December 2021, and a £12.0m credit on the deferred tax asset that has been derecognised on 31 December

2021,

In addition, the Company has gross losses of £200.4m (2020: nil) in the statutory accounts due to the uncertainty of future use.
The reason for the increase i unrecognised deterred tax asset 15 due to moditication in methodology used to deterimine the

deferred tax asset to recognise as explained in note 2.
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9 Property, plant and equipment

Land and Fixtures, Computer Total

buildings fittings & equipment

leasehold equipment

£ £ £ £

Cost
At | January 2021 9,241,531 1,345,255 15,062,172 25,649,958
Additions 71,773 - 165,131 236,901
Disposals (239,103} (46,820) (45,934) (331,857)
Reclass trom PPE to Intangible - (152,252) - (152,252)
Intea group transfer 60,561 - - 60,561
Assel retirement (915,894} (225064 (184,397) (1,328.355)
At 31 December 2021 8,215,808 921,119 14,997,972 24,134,959
Depreciation
ALl January 2021 2,782,015 759,226 9,298,350 12,839,591
Depreciation 1,246,704 227,313 2,420,697 3,894,714
Disposal (134,897} (35.115) (35,949 (208.961)
Intra group transfer 18.334 - - 18,384
Asset retirement (918,894} (225.004) (184,397) (1,328.35%)
At 31 December 2021 2,993,312 726,360 11,495,701 15,215,373
Net book value
At 31 December 2021 5,222,556 194,759 3,502.271 8,919,586
At 31 December 2020 6,459,516 586,029 5,764,822 12,810,367
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10 Intangible assets

Goodwill Capitalised & Total
purchased
Software
£ £ £

Cost
At | Janunary 2021 21,609,629 13,212,374 34,822,003
Additions - 4,304,603 4,304,603
Disposals - (803,662) {805.662)
Reclass from PPE to Intangibles - 152,252 152,252
Asset retirements - 6,134,173) (6,134,173
31 December 2021 21,609,629 10,729,394 32,339,023
Amortisation
At | January 2021 - 9,030,636 9,030,636
Charge tor the year - 1,804,682 1.804.682
Disposals - (713,121) {713,121)
Asset retirements - 16.134,173)  {6.134.173)
31 December 2021 - 3,988,024 3,988,024
Net book value
At 31 December 2021 21,609,629 6,741,370 28,350,999
At 31 December 2020 21,609,629 4,181,738 25,791,367

Goodwill of £17. 1 represents the acquisition of Vertex Data Science Limited and Vertex Customer Management Limited by
Capitz Customer Management Limited in 201 1. A further goodwill of £4.5m was recognised on acquisition of Octal Business
Solutions Limited on | May 2019, which represented the excess of consideration paid over net assels acquired.

Capitaliscd and purchased software additions relates to various telephony platform improvements and network upgrades,

-36 -




CAPITA CUSTOMER MANAGEMENT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

11 Investment in subsidiaries

£

Net book value
At 1 January 2021 and 31 December 2021 6,018
Holdings of ordinary share capital
Details of the Company's direct subsidiaries at 31 December 2021 are as follows:
Company Country of Ordinary Nature of business

registration or shares held

incorporation (%)
Ventura (UK) India Limited* England 100 Non trading
*65 Gresham Street, London, England, EC2ZV TNQ
Details of the Company's indirect subsidiaries at 31 December 2021 are as follows:
Company Country of Ordinary Nature of business

registration or shares held

incorporation (%)
Capita India Private Limited* India 100 Busincss process oulsourcing services
Ventura (India) Private Limited** India 3 Customer managemenl services
*Plant 06, Godrej and Boyee Complex, LBS Marg, Pirojshahnagar, Vikhroli (West), Mumbai, 400 073 India
**Tower B1, Magarpatta SEZ, Levels |, 2 & 3, Kad Wasti, Magarpatta, Hadapsar, Pune - 411028, India.

12 Right of use assets

Net book value Property Equipment Total
At 1 January 2021 6.754,353 1,251,766 8,006,119
Amendments during the year (211,134) 160,192 (50,9423
Impairment during the year - (2,031) {2,031)
Depreciation during the year (610,347) (490,143)  {1.100,490)
At 31 December 2021 5,932,872 919,784 6,852,656

Right of use assets are impaired when events or changes in circumstances indicate the carrying value may not be fully
recoverable.
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13

Contract fulfilment assets

£
Cost
At 1 January 2020 23,791,625
Additions 197,353
Utilised during the year (6,637.754)
At 31 December 2020 17,351,224
Additions 1,003,840
Transferred from current CFA 943,812
Utilised during the year (7,917.738)
At 31 December 2021 11,381,138
Net book value
At 31 December 2021 11,381,138
At 31 December 2020 17,351,224

[n preparing these financial statements, the Company underteok a review to identify indicators of impairment of contract
fulfilmant assets. The Company determined whether or not the contract fulfilment assets were impaired by comparing the
carrying amount of the assets to the remaming amount of consideration that the entity expects to receive less the costs that
relate to providing services under the relevant contract. In determining the estimated amount of consideration, the entity used
the same principles as it does to determine the contract transaction price, except that any constraints used to reduce the
transaction price were removed for the impaiment test.

In line with our accounting policy, as set out in note 1.5, if a contract or specific performance obligation exhibited marginal
profitability or other indicators of impairment, judgement was applicd to ascertain whether or not the future cconomic
benefits frem these contracts were sufficient to recover these assets. [n performing this impairment assessment, management
is required to make an assessment of the costs to complete the contract. The ability to accurately forecast such costs involves
cstimates around cost savings to be achieved over time., anticipated profitability of the contract, as well as future performance
against any contract-specific key performance indicators that could trigger variable consideration, or service credits.
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14 Trade and other receivables

Current

Trade debtors

Other reccivables

Prepavments and acerued income

Contract fulfilmernt assets

Amounts due from parent & fellow subsidiary undertaking*

2021 2020
£ £
23,851,579 20,510,247
18,410 4,607
20,152,310 19,765,279
- 1,195,486
225,180,794 232,129,909
269,203,093 273,605,528

*The Company has intercompany loan arrangement with Capital Ple which is the ultimate parent Company. These are also
unsecured. repavable on demand and carry an interest rate at LIBOR or equivalent benchmark rate.

Non-Current

Prepayments

15 Trade and other payables

Current

Trade payables

Other payables

Other taxes and social security
Accruals

Amounts due to parent and fellow subsidiary undertaking

2021 2020

£ £
1,043,685 2,995,087
1,043,685 2,995,087
2021 2020

£ £

917,927 1,884,633
272,155 243,236
12.946,053 12,982,257
11,230.810 11,575,184
28,713,564 27,774,370
54,080,509 54,459,680

Amounts duc to parent and lellow subsidiary undertaking are non-interest bearing and repayable on demand.
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16 Deferred income

2021 2020
£ £

Current
Deferred income 83,265,455 138,302,583
83,265,455 138,302,583

The deferred income balances salely relates to revenue from contracts with customers. Movements in the deferred income
balances were driven by transactions entered into by the Company within the normal course of business in the year.

17 Financial liabilities

2021 2020
£ £
Overdrafts 21935412 5,394 366
21,935412 5,394,366

18 Lease Liabilities
2021 2020
£ £
Current 1,269,201 1,974.507
Non-¢urrent 17,073,307 18,597,454
At 31 December 18,342,508 20,571,961
2021 2020
Maturity analysis - Contractual undiscounted cash flows £ £
Less than one year 2,228,188 3,015.043
One to two years 2,033,567 2,221,116
More than two years 22923404 25,378,021
Total undiscounted lease liabilities at 31 December 27.185,759 30,614,180
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19 Provisions

Non-current

At 1 January 2021
Additions
Reclassed 1o current

At 31 December 2021

Current

At 1 January 2021
Reclassed from
non-¢urrent
Additions
Released

At 31 December 2021

Restructuring
£
10,503

(10,503

Restructuring
£

10,503
95,731
{10,503)

95,731

Property Others Total
£ £ £
227,220 - 237,723
(227,220) - (237,723)
Property Others Total
£ £ £
227.220 - 237,723
928476 214225 1,238,432
- - (10,503)
1,155,696 214,225 1,465,652

The restructuring provision represents the cost of reducing role count where there is a constructive obligation created through

communication to affected employees which has erys:allised a valid expectation that roles are at risk.

The property provision reflects the onerous nature of property lease provisions {net of any sub-letting opportunity) on a discounted

basis. where due to the reduced requirement for space there is additional surplus capacity.

Others represents the redundancy provision and solicitor fees.

20 Issued share capital

Allotted, called up and fully paid

Ordinary shares of £1 each
At 1 January

At 31 December

2021 2020 2021 2020
Numbers Numbers £ £
180,320,001 180,320,001 180,320,001 180,320,001
180,320,001 180,320,001 180,320,001 180,320,001
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21

22

Contingent liabilities

The Company forms part of & group of subsidiary companies to Capita plc which guarantee the obligations of the core funding
arrangements of Capita group. These are: Capila ple’s principal bank facilities, EUR fixed rate bearer bonds and a Schuldschein
loan issued by Capita ple, and US private placement loan notes issued by Capita Holdings Limited.

The Group’s prircipzal bank facility was £40m drawn at 31 December 2021 out of a total commitled value of £385.7m.
Following the receipt of disposal proceeds in early January 2022, the drawing was repaid and the commitment reduced to
£377.5m. (2020: undrawn cut of & total committed value ot £452m).

In March 2022 the Group executed a £70m committed backstop bridge facility. The facility provides £70m of additional
liquidity and it incorporates provisions such that it will be cancelled or will partially reduce in quantum as a consequence of
specified transactions, including on completion of the announced disposal of Trustmarque. Finally, at 31 December 2020,
£150m in similar committed bank backstop bridge facilities were in place. These were cancelled on | February 2021 on receipt
of disposal proceeds.

At 31 December 2021, the total exposure under these guarantees undertaken for the benefit Capita ple and other subsidiary
undertakings was £552.9m (2020: £765.1m).

The Company also forms part of a cross-guarantee in respect of the overdratts of its tellow subsidiary companies under a
notional cash-pool bank arrangzement.

Employees

The average number of employees during the year (including non-executive directors) was made up as follows:

2021 2020
Number Number
Sales 59 10
Admin 61 399
Operations 6,498 7,634
6,618 8,043

Their aggregate remuneration comprised:
2021 2020
Employce costs £ £
Wages and salaries 214,182,495 208,074,373
Social security costs 12,553,672 13,496,322
Pension costs 8,367,086 9,027,521
Shared based payments (charged by intercompany) 62,113 104,847

235,165,366 230,703,063
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22 Employees {Continued})

The above includes payroll costs for temporary staft as well as recharges to/from other Group entities in respect of various
services deliveredireceived by the Company throughout the year.

During the year. the Company furloughed employees unable to work as a result of the Covid-19 pandemic and applied to the
Coronavirus Job Retention Scheme (CIRS) operated by the UK Government. Amounts reccived under CIRS are treated as a
government grant and deducted trom the relevant cost in the Company’s inceme statement. During the year, the Company
received £499.906 (2020: £2.785,223} under CJRS. These amounts are included within the relevant cost headings in the table
above,
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23  Employee benefits
The Company participates in both defined benefit and defined contribution pension schemes.

Contributions in respect of the defined contribution pension schemes payable by the Company during the year amounted to
£8,326,781 (2020: £8,986.460).

The Company has current and former employees who are members of the Capita Pension and Life Assurance Scheme (the
"Capita DB Scheme™). a defined benetit pension scheme. The Company has current employzes who continue to accrue benefits
in the Capita DB Scheme,

The Capita DB Scheme is a non-segregated scheme with around 200 different secticns in the scheme wherz each section
provides benefits on a pacticular basis (some based on final salary, some based on carcer average carnings) 1o particular groups
of employees.

The pension charge for the Company in relation 1o the Capita DB Scheme for the year was £40,305 (2020: £41,061).

A full actuarial valuation of the Capita DB Scheme is carried out every three years by an independent qualified actuary for the
Trustee of the Capita DB Scheme, with the Tast full assessment carried out at 31 March 2020, Amongst the main purposcs of
the assessment is to agree a contribution plan such that the pension scheme has sufficient assets available to meet future benetit
payments. based on assumptions agreed between the Trustee of the Capita DB Scheme and the Principal Emplover {Capita
Business Services Lid, a fellow subsidiary undertzking). The 31 March 2020 valuation showed a funding deficit of £182.2m
(31 March 2017: £185m). This equates to a funding level of 89.0% {31 March 2017: 86.1%).

As a resull of the full actuarial valuation, the Principal Employer and the Trusiee of the Capita DI Scheme agreed a funding
plan to eliminate the deficit — the Principal Employer has agreed to pay additional contributions totalling £124m between July
2021 and December 2023.

In addition, the Principal Employer has agreed to make additional, non-statutory, contributions of £15m each year in 2024,
2025 and 2026 to meet a secondary funding target. The aim of which is to target, by 2026, the position of having sufficient
assels Lo invest in a portlelio of low risk assets that will generate income to pay members” benefits as they fall due.

Finally. the Principal Employer agreed an average employer contribution rate of 36.0% (excluding employee contributions
made as part of a salary saerilice arrangement) lowards the expeeted cost of benelils accruing,

The next full actuarial valuation s due to be carried out with an effective date of 31 March 2023,

For the purpose of the censolidated accounts of Capita plc. an independent qualified actuary projected the results of the 31
Marck 2020 full actuarial valuation to 31 December 2021 taking account of the relevant accounting requirements,

The principal assumptions for the accounting valuation as at 31 December 2021 were as follows: rate of increase in RPI/CPI
price inflation — 3.30% pa/2.65% pa (2020: 2.90%; pa/2.15% pa), rate of salary increase — 3.30% pa (2020: 2.90% pa}; rate of
increase lor pensions in payment (where RPI inflation capped at 5% pa applics) — 3.20% pa (2020: 2.85% pa); discount rate —
1.90% pa (2020: 1.30% pa).

The Capila DB Scheme assets al faie value as at 31 December 2021 tolalled £1,732.5m (2020: £1,568.8m). The actuarially
assessed value of Capita DB Scheme liabilities as at 31 December 2021 was £1.725.3m (2020: £1.810.6m} indicating that the
Capita DB Scheme had a net asset of £7.2m (2020: net liability of £241.8m). These figures are quoted gross of deferred tax.
The full disclosure is available in the consolidated accounts ol Capita ple,

For the purpese of these accounts, the Company’s interest in the Capita DB Scheme is reported on a defined contribution basis
recognising a cost cqual to its contributions payable during the period.
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24 Directors' remuneration

One Director was paid by another entity within Capita Group, whose remuneration has not been allocated to the Company
(2020: £nil). The other Directors have not provided qualitying services to the Company and are paid by the other Companies
within the Capita Group. In addition, the Directors of the Company were eeimbursed for the expenses incurred by them whilst
performing business responsibilities.

25  Related party transactions

Related party transactions
The following table provides the total ameunt of transactions that have been entered into with related parties for the relevant
financial year:

£

Nature of Name of Company Year Fellow Subsidiary Total
Transaction
Sales of Goods

Capita Glamorgan Consultancy Limited December 31, 2021 - -

December 31, 2020 27 27

Total e e

December 31, 2021 - -

December 31, 2020 27 27

26 Controlling party

The Company's immediate parent is Capita Holdings Limited. a company incorporated in England & Wales. The Company's
ultimate parent undertaking is Capita ple, a company incorporated in England & Wales. The financial statements of Capita ple
arc available from the registered office at 65 Gresham Street, London, England, EC2V 7NQ),

27 Post balance sheet event

a) As of April 2022, the Company's sharc capital was reduced to 100 Ordinary share of £100 nominal value through the
cancellation of 180,319.901 Ordinary shares of £1 each. The Company's share premium account was also reduced by
£37,680.000 to nil. The amounts, by which the share capital and share premium account are se¢ reduced, are credited to
Retaired carnings,

b) The Company continues to be part of Group’s restructuring and multiyear transformation plan. On 1 May 2021, the business
related to Scaling Partners was transferred from Capita Business Services Limited o the Company lor a consideration of
£10.6m.
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