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Financial Independent Capita plc

statements auditor’s report Annual Report 2022

KPMG L.LP’s independent Auditor's Report Co

To the members of Capita plc

KPMG LLP’s Independent
Auditor’s Report

To the members of Capita plc

1. OUR OPINION IS UNMOl IFIED

In our opinion:

= the financial statements of Caplta ptc give a true and falr view of the state of the Group’s and of the Farent Company's affairs
as at 31 December 2022, and ofthe Group s proﬁt for the year then ended;

=  the Group financlai statemants have been proparly prepared in accordance with UK-adopted Intemahonal aooounhng
standards;

=  the Parent Compary financial statements have been properly prepared in accordance with UK accounting standards,
including FRS 101 Reduced Disclosure Framework; and

=  the Group and Parent Company financial statements have been prepared in accordance with the requirements of the
Companies Act 2006.

WHAT OUR OPINION COVERS

We have audited the Group and Parent Company financial statemants of Capita plc ("the Company”} for the year ended 31 Decermber
2022 included in the Annual Report, which comprise

Group {Capita plc and its subsidiaries) Parent Company (Capita plc)

The consolidated income statement, consolidated statement of The company balance sheet, company statement of changes in equity
comprehensive  income, consolidated  balance  sheet. and the related notes, including the accounting policies in section 7 to
consolidated statement of changes in equity, consolidated cash the Parent Company financiaf statements.

flow statement and related notes. including the accounting

policies in section 1 1o 6 to the Group financial statements,

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (UK} "1SAs (UK)") and applicable law. Our responsibilibes
are descriped betow, We believe that the audit evidence we have obtained is a sufficent and appropriate basis for our opinion. Our audit
apinion and matters included in this report are consistent with those discussed and included in our reporting to the Group Audit and Risk
Committee ("ARC")

We have fulfilled our ethical responsibilities under, and we remain independent of the Group in accordance with. UK ethizal requirements
including the FRC Ethical Standard as apphed to listed public interest entities,
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2. OVERVIEW OF OUR AUDIT

N

Going concern remains a key audit matter. In Key Audit Maftters Vs FY21 Item

FY21, the risk was focussed on the adequacy of ("KAMs") ’

disclosures around the material uncertainty. In

'FYZZ‘ the risk n_as chan'ged to now re_ﬂecf the Going Concern PAEY 41
FACTORS judgement taken in reaching the conclusion of no — |
DRIVING CUR material u'ncert‘ainty, and adequacy of the Revenue Recognition «> 4.2 ]
VIEW OF RISKS accompanying disclosures. Impairment of Goodwill Y 43

The risk level remans stable for revenue Capitalisation and

recognition reflecting the valume and magnitude of Recoverabitity of contract + 4.4

contractlial changes in the period. This KAM is assets

focussed upon variations or medifications for the Recoverability of the Parent

Group’s long-term contracts, for which accounting Company’s invesiments in, «3 45

and amounts due from, its

can involve significant judgement. SO
subsidiaries.

The sk asscciated with impatrment of goodwill is
deemed as increased, with imparments
recognised at both 30 Jume and 31 December
within the Portfolic CGUs. There is inherent
uncertainty in forecasting of future cash fiows.
which are the basis of recoverability. In particular
for CGUs, measured as value in use on a disposal

basis, the estimated disposal proceeds. We confinue to perform procedures over litigation and claims

provisicns, defined benefil pension obligations and the

The risk associated with capitalisation and presentatian of items excluded from adjusted profits
recoverability of contract assets is heightened due However, the level of estimation uncertainty asscciated with
to economic uncertainties. including inflation. litigation and claims is lower than last year. Whilst we
which  could  significantly  impact  contract consider defined benefit obligations to be a significant risk,
assumptions which drives the assessment of asset the completion of the lriennial valuation and additional
recoverability and onerous contract provision. coniributions made in FY21 means we ne longer consider it
For the Parent Company. recoverabilty of a KAM. There is a reduced h_ave\ of judgement assogiated
investments in. and amounts due from. ils with the volume and value of items excluded from adjusted
subsidiaries remains a KAM owing to the resuits, which are set out in note 2.4 and 2.10in the accounts
materiality of these balances and the estimation of we ?EYE tfherezoreknot assessed a:ny o thz_ste az ?Ee O; the

: most significant risks in our current year audit and, therefore.
the uncertying cash flow forecasts, We note thal no they are not separately identified in our report this year.

direct investments are held within subsidiaries in
the Portfelio division.

During the year, the ARC met six times. KPMG are invited to attend all ARC meetings and are provided with an

AUDIT opportunity to meet with the ARC in private sessions without the Executive Directors being present. For each Key Audit
COMMITTEE Matter, we have set out commurications with the ARG in section 8, including matters that required particular judgement
INTERACTION for each. The matters included in the Audit and Risk Committee Chair's report on pages 93 to 95 arg materially consistent

with aur observations of those meetings.

We have fulfilled nur ethical responsibilities under, Total audit fee (including interim £6.1m

and we remain independent of the Group in review) ’

accordance with, UK ethical requirements

\pcfudmg t‘he' FRC Ethl:_:al Standard as applied to Audit related assurance services £1 55m

listed public interest entities.

We have not performed any non-audit services Non-audit fee as a % of total audit .

during FY22 or subsequently which are prohibited and audit related fee % 20.3%

by the FRC Ethical Standard.

We were first appointed as auditor by the Date first appointed 18 August 2010
OUR shareholders for the year ended 31 December

2010. The period of total uninterrupted . .
INDEPENDENCE engagement is for the 13 financial years ended 31 Uninterrupted audit tenure 13 ysars

December 2022, - s

The Group engagement pariner is required to Ne“.fmamial p.emd which 2030

requires a rotaticn

rotate every 5 years. As these are the first set of
the Group's financial statements signed by lan

Griffiths, he will be required to rotate off after the Tenure of Group engagement 1year
FY26 audit. partner
The average tenurs of partners responsible for
nent audit sel oul i stion 7 is 3 Average tenure of componant
COMmpol audits as set oul in se is J years, signing partners 3 years

with the shortest being 1 and the longsst heirg 6.
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The scope of our work 1s influsnced by our view of
materiality and aur assessed risk of matenal
misstatement.

We have determined overali matenality for the
Group financial statemnenis as a whole at £6.0m
(Fy2y1 £6.0m)y and for the Parent Company
financial statements as a whole at £5 5m (FY21.
£5 5m)

A key judgement in determuning matenality was the
mast relevant metric to select as the benchmark. by
considering wiich metrics have the greatest bearfng

MATERIALITY ori shareholder decisions.

UTEM G Consistent with FY21. we determined that Group I oL
revenue of £3.014 &m. normalised by excluding . .

BELOW) revenue in relation to business exits of £168.8m. Group Group matenality
as disclosed in note 2.8. remains the benchmark GPM Group performance matenaiity
for the Group. of which it represents 0 21% (FY21 HCM Highest companent matenality
0.20%) This reflects the continuing wvofatility i PLE Barent Company Statutory matenaiity

profit before tax from continuing operatians, with
total revenues providing a more stable measure
year on year. Total revenue is also a significant AMPT  Audt misstatement posting threshold
focus for management and external stakenholders

LCM Lowest companent materiahty

Matenality for the Parent Company financial
staternents was determined by reference to total
Company assets and represents 0 15% of the
Company's total assels (FY21° G.15%)

. Coverage of Gr financtal statements
\We have perfarmed risk assessment and planning 9 oup financial statem

procedures to determine which of the Group's e
compenents are likely to include risks of material ’ J 2022 l 2021 }

migstaterment 10 the Group financial statements.
the type of procedures to pe performed at these

components and the axtent of involvement [ Total Revenue boars, YT

required from our component auditors around the | | ‘

world — - - — |

| Total profits and losses 79% | 88%

Of the Group's components we subected 15 ; ' : ‘

(F¥21. 22} to full scope audits and performed —_— — —
GrRouUP specific risk-focused audit procedures  aver Totat assets 839%, l 907 [
SCOPE litigation and claims provisions on T component | i

(Fyz21 1. —_—_— e ——
(ITEM 7
BELOW) The components within the scope of our work

accounted for the percentages iffustrated apposite

In addition. we nhave performed Gioup level

analysis on the remaining components to

determing whether further nsks of materal

misstaterment exist in those componants

We consider the scope of our audif. as

cammunicated to the Audit and Risk Comnuttee. to

be an appropriate basis for our audit opinien.

‘We have considerad the potential impacts of climate change on the financial statements as part of plarping our auwdit

This included the business sectors the Group operates in. the assets and liabilities the Group holds on its balance sheel,

and the ways 11 which the Group maintains and develops is chent relations and supplier 2ngagement and manages its

peopls
THE IMPACT .

As part of our audit, we have made snquines of management to understand the extent of the potental impact of chmate
OF CLIMATE e e . N o " ‘

change nsk on the Group’s financal staiements We have performad 2 nsk assessment of how the impact of cimate
CHANGE ON change may affect the financial statements and our audit. Taking into azcount ihe nature of the Group's operahions our
OUR AUDIT assessment i3 that the chmate related nsks o the Group s business strategy and finanaeial planning did not have a

siamificant impact on our key audia matters

N have also tead e Board s Task Force on Climate-related Friancial Disctosure 1 FCFDG statement i the front half of
= annwal repolt and considerad consistency with the financial statements and gur audit knowladge,
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3. GOING CONCERN, VIABILITY AND PRINCIPAL RISKS AND UNCERTAINTIES

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the Group cr the Parent
Company or to cease their aperations, and as they have concluded that the Group's and the Parent Company’s financial position means
that this is realistic. They have also concluded that there are no material uncertainties that could cast signficant doubt over their ability to
continue as & going concern from the date of approval of the financial statements to 31 August 2024 (“the going concern period™.

W |

GOING CONCERN

An explanation of how we evaluated management’s assessment of going concern is set out Summary of cur conclusions

in the related key audit matter in section 4.1 of this reperl. .
We found the directors’ use of the going

Qur conclusions concern basis of accounting without any
o . . . ) ) ‘ material uncertainty for the Group and
ur conclusions based on those procedures described in section 4.1 of this report are. Parent Company ta be acceptable.

= we consider that the directors' use of the going concern basis of accounting in the
preparation of the financial statements is appropriate:

= we have not identified, and concur with the directors' assessment that there 18 not. a
material uncertainty related to events or conditions that, individually or collectively. may
cast significant doubt on the Group's or Parent Company's abifity to continue as a going
concern for the going concern period,

= we have nothing material to add or draw attention to in relation to the directors’ statement
in section 1 to the financiat statements on the use of the going concern basis of
accounting with no material uncertainties thal may cast significant doubt aver the Group
and Parent Company's use of that basis for the going concern perfod; and

= The related statement under the Listing Rules set out on page 84 is materially consistent
with the financial staterments and our audit knowledge.

However. as we cannot predict all future events or conditions and as subsequent events may
result in outcomes that are incansistent with judgements that were reasonable at the lime they
were made. the above conclusions are not a guarantee that the Group or the Parent Company
will continue in operation.

DISCLOSURES OF EMERGING AND PRINCIPAL RISKS AND LONGER-TERM VIABILITY

Our responsibility Qur reporting

We are required to perform procedures to identify whether there is a material inconsistency We have nothing materal to add or draw

between the directors’ disclosures in respect of emerging and principal risks and the viability attention to in relation to these

statement, and the financial statements and our audit knowledge. disclosures.

Based on those procedures, we have nothing material to add or draw attention to in refation We have concluded that these

to: disclosures are malerially consistent with
: . . . L the financial statements and our audit

= the directors’ confirmation within the Corporate Governance statement on page 97 that they knowledge.

have carried out a robust assessment of the emerging and principal risks facing the Group,
including those that weuld threaten its business model, future performance, solvency and
liquidity;

= the risk management and internal control disclosures describing these risks and how
emerging risks are identified and explaining how they are being managed and mitigated:
and

= the directors’ explanation in the viability statement of how they have assessed the prospects
of the Group, over what period they have done so and why they considered that period to
be appropriate, and their statement as to whether they have a reasonable expectation that
the Group will be able to continue in operation and meet its liabilities as they fall due over
the period of their assessment. including any related disclosures drawing attention to any
necassary qualifications or assumptions.

We are also required to review the wviability statement set out on page 64 under the Listing
Rules.

Our work is limited to assessing these matters in the context of only the knowledge acquired
during our financial statements audit As we cannot predict all future events or conditions and
as subsequent evenls may result in oulcomes that are inconsistent with judgements that were
reasonable at the time they were made, the absence of anything to repon on these statements
is not a guarantee as 1o the Group's and Parent Company's longar-term viability,
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WHAT WE MEAN

We include below the Key Audit Matters in decreasing order of audit significance together with our key audit procedures to address those
matters and our findings from those procedures in order that the Company's members, as a body, may better understand the process by
which we arrived at our audit opinion. These matters were addressed, and our findings are based on procedures undertaken. for the
purpose of our audit of the financiai statements as a whole. We do not pravide a saparate opinion on these matters.

4.1 GOING CONCERN {(GROUP AND PARENT COMPANY)

Financial Statement Elements

Qur assessment of risk vs FY21

Our findings

Going concern disclosures with no material
uncertainties — section 1 to the Group financial
statements

€«

FY22- We found the Group's
judgement that there was no
material uncertainty to be
disclosed, to be balanced
We found the going concern
disclosure in section 1 without
any material uncertainty to be
proportionate.

in FY21, the nsk was focussed on the
adequacy of disclosures arocund the
material uncerainty

In FY22, the risk has changed to now
reflect the judgement taken in reaching
the conclusion of no matenal uncertainty
and adequacy of the accompanying

Y
disclosures F¥21. We found the going

concern disclosure in section
1 with a material uncertainty to
be proportionate.

Description of the Key Audit Matter

Our response to the risk

Disclosure quality

The financial statements expiain how the Board has formed a
judgement that it is appropnate to adopt the going cancern basis of
preparation far the Group and Parent Company.

That judgement is based on an evaluation of the inherent risks Lo the
Group's and Parent Company's business mode! and how those risks
might affect the Group's and Parent Company's financial resources
or ability to continue operations over a period to 31 August 2024
fram the date of approval of these financial statements {the 'going
concern period’).

The rnisks most likely 1o adversely affect the Group's and Parent
Company s availabie financial resources over this period include,
but are not limited to. tha following

. An nabilty to achieve the growth targets in the Group's
business plan.

’ Increases in staff attntion impacting upen abilty o
deliver sersces or secure naw oppaodunities.

. Adverse 1mpact from initationary pressures. such as
interest ratas and

. A significant unexpected downturn o performance in
ane of the Group's businassas

There are alsa less gradiciabls but realistic secand order (mpacts,
such as busingss A in the event of g cyhear incident or
adve-sa changas 10 UK Govarnmant policy

The risk for our auditwas whet-2 or not those dsks were such that
thay amountad to a materas uncerainty that may have cost
signiiicant doubt abone the ability o continue as a going conler
Had they been such than that fact would have teen reguired to
hava heen disclosed

We considered whether these risks could plausibly affect the fiquidity or
cavenant complhance in the going concern period by assessing the directors’
sensitivities over the leve! of availabie financial resources and covenant
thresholds indicaled by the Group's financial forecasts taking account of
severe, but plausible, adverse effects that could arise from these risks
individually and coliectively

Qur procedures to address the rsk included:

Assessing transparency: We assessed whether the matters includea in
the going concern disclosure give a full and accurate description of the
directors’ assessment. including the judgements made. identified risks and
mitigating actions.

QOur sectar experience: We assessed the projections and assumptions by
reference to our knowledge of the business and genera! market conditions
including the potential risk of management blas. We critically assessed
whether econpomic headwinds in particlar inflation risks, have been
sufficiently factored in the forecast cash flows, along with the risks and
uncertainties associated with the Group's customers. supphers and
workforce

‘We considered the risk factors as set out by the Board in the Principal Rigks
section of the annua! raport and accounts, and where relevant assessed
whather ihese were sufficiantly taken into consideration in the projections
prepared to suoport the base case and the downside nsks appled

Tast of detail: "We cntcally assessed the cash flow forecasts by conaidenng
the appropriateness of key assumptions used in preparing those projections
with a speafc focus on the revenues growth and cost inflationary
assumnphons We evaluated these via enquines with each of the diisional
Finance Drectors, the Chief Exacutive Officer and Chiet Financial Officer
dand nspected tha Board's plans and associated paners

Histarical comparisons' ¥We asagsued ihe atulity of the 3oy
orparing tistoncal resuits Lo fu
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assessed the most recent ysars' performance against budget, including
sales growth and cost reductions and challenged the assumptions over the
going concemn period based on historical performances.

Funding assessment: We read the revolving credit facility (RCF)
agreement to understand the terms including covenant requirements and
any reskictions in the use of funds. We alsc read the Bridge facility
agreement entered into in February 2023 which will provide additionat
liquidity frorn 1 January 2024. We re-performed the key financial covenants
calculations for 30 June 2023 and 2024 and 31 December 2023 assessing
compliance at these dates.

We considered the adjustmenis made in the adjusted EBITDA for the
covenant calculations, considering the appropriateness compared to the
loan agreements and historical accepted practice with the current lenders.
In addition. we inspactad the correspandence belween the Company and
the private placemant lenders that set out the proposed items to be excluded
in the adjusted EBITDA definition and compared these against the items
included in the covenant calculations.

We evalvated the refinancing risk, including renewal of the RCF and
additional sources of debt finance. This included consideration of the
previous RCF extensions secured, the additional bridging facifity signed in
February 2023 and petential factors which remain outside of the Group's
controls, inciuding debt market conditions at the time of the fund raising.

Sensitivity analysis: We critically challenged the downside sensitivities 1o
ensure that these represented severe but plausible scenarios based on our
knowledge of the business, the associated risk exposure and we considered
the most recent trading resuits to form a holistic view of the Group We
assessed those risks and challenged whether the risks applied reflected
progress to date In delivering organic growth and the angoing effecis from
inflation based on the impacts experienced by the Group during the year.
We assessed identfied risk assumptions to ensure that they reflected a more
likely than not chance of oceurring under the downside scenarios. We also
challenged the mitigating actions, to identify whether these were reasonable
and within the direct contral of the Group

Evaluating directors’ intent: we evalualed the achievability of the actions
the directors consider they would take to improve the position should the
risks materialise, which included reductions in discreticnary spend and
capex investment. taking inta account the extent to which the directors can
control the timing and cutcome of these. This included consideration of the
nature and quantum of historical cost savings delivered and the feasibility of
implementing these over the going concern period.

Communications with Capita pic's Audit and Risk Committee
Our discussions with and reporting to the Audit and Risk Committee included:
= Going concern period of assessment
" Assessment of the level of refinancing risk faced by the Group
" Assessment of the risk and potential mitigations in the downside case, including directors’ intent should risks materialise
. Assessment of historical forecasting accuracy and current performance
Areas of particular auditor judgement
We identified the following as the areas of particular auditor judgernent:
*  The ability of the Group to secure a further extension or refinancing of the RCF ahead of its expiry in August 2024

. The level of severity in the downside assumptions and if proposed mitigations are executable and within control of the Company

Our findings

We found the Group's judgement that there was no material uncertainty to be disclosed, to be balanced.

We found the going concemn disclosure in section 1 without any material unceriainty fo be proportionate (FY21: we found the going concern
disclosure in section 1 with a material uncertainty to be proportionate).
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4.2 REVENUE RECOGNITION

Our assessment of risk vs FY21

Qur findings

Financial Statement Elements
FY22 FY21
Long-tarm €«>
contractusl £2,236.2m £2,3252m
revenue
|—
Deferrad £640.7m £794.7m
Income

Risk remains as stable
vs FY21, reflecting the
volume and magnitude
of contractual changes
in the period.

FY22: Balancad
FY21: Balanced

Description of the Key Audit Matter

Qur response to the risk

Subjective Judgement

The Group has many complex and bespake contract arrangements which can span
many years and involve the provision of more than one performance obligation. These
long-term contracts are held within the Public Service and Experience Divisions of the
Group.

Significant contract variations or modifications may give rise to judgement as o the
impact far revenus recognition. Thase can arise throughout the year,

In the event of a full or partiai tarmination, judgement arises in datermining the effective
date to trigger re-profiling of deferred income held, paricularly whera services are being
handed back or across lo another provider.

Professional standards require us to make a rebuttable presumption that the fraud risk
associated with revenue recognition is a significant risk. The incentive/pressures on
management to achieve bonus targets and/or market consensus increase the risk of
frauduient revenue recognition. The opportunity is considerad to apply to these long-
term contracts, given the factors noted above.

Disclosure quality
There is a nisk that the disclosures presented are not sufficient to explain the revenue
recagnition accounting policies and the key judgements applied.

We performed the tasts below rather than seeking to
rely on any of the Group's controls because the nature
aof the balance is such that we would expect to obtain
audit evidence primarily through the detaillad
procedures described.

Qur procedures to address the risk included:

Tests of detail: We obtained and inspected a sample of
the contractual agreements to understand the contract
terms and conditions that underpin the revenue and the
profit recegnition assumptions and to identify conditions
under which variable revenue can arise. For the major
cantracts selected through our scoping exercise. wheare
relevant, we also assessed the accounting papers
prepared by the Group that set out the key judgements
to apply

Where contract negoliaticns are ongoing in relation to
varlable consideration, we made enquiries on the current
status with those involved in the discussions and by
reference to the associated signed contract or any
variation amendments. Where significant variable
consideration had besn recagnised, we obtained and
inspected the contractual agreements to understand the
contract terms and conditions that underpin the revenue
recognition assurmnplions. Where relavant we inspected
correspondence with customers or other supporting
documentation in relation to the variations or scope
change.

In situations where there has been a significant
maodification. lermination, or partiat termination, we
assessed the contract terms  including  any
correspondence from the customer, to challenge the
effective date of the modification or termination. We also
challenged the judgements applied as to whether, in the
case of a partial termination, any deferred income should
be recognised immediately or spread {forward by
assessing the inter dependencies of the performance
obligations. and the initial contractual terms.

We challenged whether the key contract judgements
made by the Board are appropnate based upon the
underlying cantractual terms and evidence cbtained.

Assessing transparency: We considerad the
disclesures in the financial statements ta check that
these were sufficient and provided praportionate detail
of the revenue and profit recognition policies and of the
key judgements applied This included an assessment
of whether notes 2.1 and 2.2 set out the impacts arising
from the accounting policias applied m relation to the
long-tarm contracts pravided by the Group.

Communications with Capita ple's Audit and Risk Committee

Our discussions with and reporting to the Audit and Risk Committee includec:

- Assessment of judgemeants linked to coniract modifications and eslimates in the year

. Adeguacy of accompanying disclosures in respect to revenue recognition in notes 2 1 and 2 2 to the financial statements
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Areas of particular auditer Judgement

We identified the following as the areas of particular auditor judgement:

" Timing of accounting for contract modifications and basis for revenue recognition applied across the long-term contract portfolio

Qur findings

In determining the treatment of revenue recagnition, the Group has applled acceounting policies based on the requirements of IFRS15. In applying
these policies there is room for judgement and we found that within that the Group’s judgerment was balanced (FY21: balanced). We found the
disclosures associated with the IFRS15 policies to be proportionate (FY21: ample).

4.3 IMPAIRMENT OF GOODWILL

Financial Statement Elements

Qur assessment of risk vs FY21

Qur findings

FY22 Fy21 +
Risk is increased against FY21 with
Goodwil impairments recagnised at both 30 FY22: Batanced
Total 4 al £605.9m co51 7m ngg 2022 and 3_.1 December 2022 FY?21: Optimistic
{Total as per financia - within the Portfolio CGUs.
statements)

Description of the Key Audit Matter

Our response to the risk

Forecast-based valuation

We consider the carrying value of goodwill and goodwill impairment to be a
significant audit risk. This reflects the inhergnt uncertainiy involved in
forecasting and discounting future cash flows, which are the basis of the
assessment of recoverability. and also the estimale of expected proceeds
in relation to businesses anticipated for disposal.

The focus of our procedures was the Experience CGU (goodwill carrying
value of £209.8m) and also those within the Portfolio Divisions (total
goodwill carrying value £111.5m). These CGlUs were most sensitive to
changes in the underlying assumptions or were proposad for impairment.

Uncertainty in refation to the current macro-ecenomic environment may
further impact the Group's activities and performance and renders precise
forecasting of the underlying cashflows challenging

The Board has the incentive to maximise the disposal proceeds from
tusinesses within the Portfolio Division. As a result. there could be bias
from management towards achieving a particular valuation, either due to
the potential to influence negotiations, or to maximise future gain on sale.
This increases the risk in relation to forecast assumptions for these specific
CGUs.

PDisclosure quality

The financial statements (note 3.4) disclose the key assumptions
underlying the goodwill impairment calculation and the sensitivity of the
calculation ta changes in these assumptions.

There is a risk that the disclosures presented are not sufficent to explain
the key assumptions that drive the valuations, and the key sensitivities that
the Board has considered, This is particularly important given the current
uncertainty surrounding the macro-economic environment,

We performed the tests below rather than seeking to rely on any of
the Group’s controls because the nature of the balance is such that
we would expect to obtain audit evidence primarily through the
detailed procedures described

Our procedures to address the risk included:

Determination of recoverable amount: We have assessed lhe
judgements taken in respect to the Portfolic CGUSs. including whether
velue in use should be measured on a perpetual basis or based on
the future cash flows of the CGUs from centinuing use up to estimated
date of disposal, plus an estimate of the sale proceeds less cost of
disposal

Tests of detail: We tested the principles and integrity of the Group's
discounted cash flow model. We compared the cash flows used in the
impairment model to the output of the Group's budgeting process and
against the understanding we obtained about the business areas
through our audit and assessed if these cash flows were reasonable
For the Portfolic CGUs which were measured using estimated sale
proceeds less costs of disposal, we reviewed the status of the
ongoing disposal programmes and evaluated the reasonableness of
expected disposal proceeds to comespondence with interested
parties, through multiples analysis and through consideration of priar
sales achieved.

Historical comparison: We assessed the historical accuracy of the
forecasts used in the Group's impairment model by considering
actual performance against prior year budgels, recognising the
impacts of the current macro-economic environment. We also
assessed the forecast revenue growth with reference to the most
recent results for 2021 and 2022,

Benchmarking assumptions: We used external data and our own
internal valuation models to evaluate the key inputs and assumptions
for growth and discount rates

Sensitivity analysis: We performed sensitivity and break-even
analyses for the Key inputs and assumptions and identified those
cash-generating units we considered most sensitive ta impairment

Camparing valuations: as an overall stand-back test we compared
the sum of the discounted cash flows to the Group's market
capitalisation and assessed the rationale for the differences. We also
compared the implied share price derived from the recoverable
amount at the year end to the Company's share price throughout
2022 and assessed the reasconableness of the factors identified by
te Buard io explain the difficrancas
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Assessing transparancy: We evaluated fhe adequacy of the
disclasures related to the estimation uncertainty. judgements made
and assumptions over the recoverability of goodwill. assessing the
level of detwil included in the disclosures and performing an
assegsment as to whether disclosure omissions identified were
material.

Communications with Capita plc's Audit and Risk Commitiea
Our discussions with and reporting to the Audit and Risk Committee included:

- The Board's judgement on the change in methodolegy for determination of recoverable amount for certain CGUs within the Portfolio

Division

=« Refinement of the significant risk to facus on specific CGUs within the Portiolio Division and the Experience CGU
»  Adequacy of the disclasures of goodwill impairment in section 3.4 1o the financlal statements

Areas of particular auditor judgement
We identified the following as the areas of particular auditor judgement:

= For two of the CGUs where recoverable amount was determined through value in use on a perpetual basis, the cash flow forecasts were

deemed to be a significant assumption for the estimate

- The assumptions taken in respect to forecast net disposal proceeds for two of the Partfalio CGUs

- Adeguacy of sensitivity disclosures and the assessment as to what would conslitute a reasonably possible downside scenario for

each CGU
Our findings

We consider the carrying vaiue of Goodwill, following the impairmeni charges recognised, lo be balanced (FY21 finding: optimistic).

We found the Group's disclosures in the description of the assumptions and estimates to be proportionate (FY21 finding: proportionate} and
disclosures of the sensitivity of the valuatior) of goodwill to changes in those assumptions and estimates to be light {FY21 finding: proportionate).

4.4 CAPITALISATION AND RECOVERABILITY OF CONTRACT ASSETS

Financial Statement Efements

Qur assessment of risk vs FY21

Cur findings

Fyaz Fy21
Non-Current Contract FY
Fulfilment Asseis £283.0m £286.7m
CRAT
Cnerous Contract £52.8m £45.8m

Provisions

Risk 18 heightened due to economic
uncertainties including nflation, which
could significantly impact assumptions
concerning future performance
metrics which drives the assessment
of asset recoverability and onerous
contract provision.

FY22: Balanced
FY21- Balanced

Description of the Key Audit Matter

Our response to the risk

Accounting application

A contract fulfilment asset ([CFA} s recorded for costs incurred on a contract of an
anticipated contract that generate or enhance the resources of an entity that will be
used in satisfying future obligations under the contract.

Subjective estimate

Note 2 1 sets out the outsourcing madel operated by the Group and explains now
typically the early stages of a contract {pre-inflection’) will reflect a period when the
contract fulfilment assets are created as the contract delivery is established
Judgement may be required in determining whsther the costs ncurred are
appropriate to be capitalised. and this leads to a risk that costs may be incorrectly
capitalised as a result of error or fraud

Where 8 contract js not performung as exuectad. the tosts capitalised may not be
recaverable and an impalrment of the asset should be recorded

YWheare no CFA has beea recurded ar the CFA has already been fully impairea
there is also a risk that the contract mav be onerous and an onarcus contract
provision (OCP} should be recordad)

Arisk of fraud anses as thare midy Ge goonuentivg 0 capitalise or expan<a itams
i achigve bonus targatls or market consensus

We performed the tests befow rather than seeking to rely on
any of the Group's controls because the nature of the balance
is such that we would expect to obtain audt evidence
primaniy through the detalled procedures described

Qur procedures to address the risk included:

Tests of detai): We lested on a sample basis the costs
capitalised as GFAs by reference to the ¢riteria set out in the
Group's accounting policy For the costs sampled we
obtained third parly suppert. or for intemaily generated time
we obtained the relevant costing rates and records to suppori
tha basis of capitalisation.

Mg oassessed on a sample pasIs the us2iul 2eancmic lives
apphed to the CFAs and evaluated the expacted contract life
by reference to the contract terms ar wherz aoprapsate aay
agra=d axdensions to the ongmal cartrat

Sensitivity analysis: We considersad the assampl
the business plans amd (fatims Assessniants, o
ONEFOUS
vArkiSuls
i cuerent year ard thosa oontrs
formation 1 2

fion phas2 of b
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The effect of these matters is that, as part of our nsk assessment, we determined | impact of inflation on the key assumptions, together with any
that the recoverable amount of contract assels and completeness and accuracy of | contract modificaticns agreed with the customer in response
the onerpus contract provision have a high degree of estimation uncertainty, with a | to the economic environment. or more widely as part of
potential range of reasenable outcomes greater than our materiality for the financial | commercial discussiens.

staternents as a whole.
in determining whether OCPs should be recorded, we

Disclosure quality assessed contract profitability forecasts by analysing historic
. nerfarmance relative to contractual commitments over its full
There is a risk that the disclosures presented are not adequate to explain the | tarm This included assessing critically the assumptions over
capitalisation critena that are used to assess whether items of expense should be | future costs including prajected savings and the actions
recorded as a contract asset, or the key judgements applied in assessment of required to achieve these by comparison to historical cost
contract lifetimes and any onerous contract provisions required. savings achieved on similar projects, hr assessment
considered the levels of uncertainty contained in the
forecasts, the exient ta which Company actions altone could
mitigate risks and any dependencies on the customer or other
third parties. This assessment covered a sample of contracts
including those identified by the Board as being high risk and
comprising the major contracts in a pre-inflecticn phase.

Assessing fransparency: We considered the disclosures
in the firanciat statements to assass whether these
provided sufficient detail of the criteria used to evaluate
whether expense items should be recorded as a CFA, and
on judgements taken in respect to recognition and
measurement of OCPs.

Communications with Capita plc's Audit and Risk Committee
Qur discussions with and reporting to the Audit and Risk Committee included:

- Assessment of judgements linked to contracts, potentially at risk of becoming onerous, or where an onerous contract provision is already
held. This included consideration of recoverability of any CFA held

. Adequacy of accompanying disclosures in respect to contract assets in notes 2.1 and 3.1.2 to the financial statements
Areas of particular auditor judgement
We identified the following as the areas of particular auditor judgement:

*  Assessment of the levet of execution risk on coslt saving iniliatives for one of the Major Contracts

. Assessment of the need for onerous contract provision and/or CFA impairment for Major Contracts sensitive to forecast assumptions
made in respect to remaining contract term

Our findings
We found the assumptions and estimates used to assess the CFAs to be recognised, and to determine the need for any enerous contract
provisions, to be balanced (FY21: balanced).

We found that the Group’s disclosures in note 2.1 and 3.1.3 to be proportionate (FY21: proportionate).

4.5 RECOVERABILITY OF THE PARENT COMPANY'S INVESTMENT IN, AND AMOUNTS DUE FROM, ITS
SUBSIDIARIES

Financial Statement Elements Our assessment of risk vs FY21 Qur findings
F¥22 FY21

Investment carrying €3> Risk is considered stable against ]

vaiue v £994.3m £947.3m FY21 We note that no direct FY22: Balanced
investments are held  within £v21: Balanced
subsidiaries in the Portfolio division

Amounts due from £2,559.2m  £2,619.8m

subsidiaries

Description of the Key Audit Matter Qur response to the risk

The carrying amount of the Parent Company’s investment in, and
amounts due from. its subsidiaries represent 27.3% and 70.4% {(FYZ1.
25.4% and 70 3%) of its total assets respectively

We performed the tests below rather than seeking to rely on the Parent's
controls becausa the nature of the balance is such that we would expecl
to obtain audit evidence primarlly through the detaile¢ procedures

As with goodwill, there is & significant level of inherent nncertainty descriped.

involved i forecasting and discaunting future cash flows. which are | o procedures to address the risk included:

the Oab\; of the assessment of recoverability for nvastments in | g o & 6 e comparad the sarrying amount of the investiment, and
subsidiaries and amounts dus from subsidiaries the amaunts duz from subsidiatios. with Lhe relevant subsidiary’'s draft
statutory balance sheel o denbiy whether is net assets. being an |
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Due to #s materiality in the context of the Parent Company financa! | agproximation of its minimum recoverable amount, was in excess of its
statements this is considered to be the area that had the greatest | carrying amount and assessed whether the subsidiary has historically
effect overall on our Parent Company audit. been profit-making

Where impairment indicators were Wdentified. we compared the cash flows
used in the impairment model to the output of the Group’s budgeting
process and against the understanding we obtained about the business
areas through our audit 3nd assessed if these cash flows werg
reasonable.

Evaluating directors’ intent: We assessed the directors” intention in
respact of the recovery of intercompany debt and based the recoverable
amount on their intention of expected cashflows.

Sensitivity analysis: We performed sensitivity analyses for the key inputs
and assumptions and identified those individual investments and amounts
due from subsidiarias we considerad most sensitive to impairment

Assessing transparency: We svaluated the adequacy of the disclosures
refated to the estimation uncertainty, judgements made and assumptions
over the recoverability of the Parent Company's investment in, and
amounts due from, its subsidiaries, checking that the sensitivity disclosures
provided enough detail and proporticnate information to inform a reager of
the accounts.

Communlcations with Capita plc's Audit and Risk Committee
Qur discussions with and reporting to the Audit and Risk Committee included:
L] Appropriateness of methodology applied in measurement of recoverable amount for investment in subsidiaries
. Assumptions taken in respect to cash flow forecasts
- Assessment of the judgement taken in respect to Expected Credit Lass on intercampany receivables
Areas of particular auditor judgement
We identified the following as the areas of parficular auditor judgement:
. For investments whare recoverable amount was determined through value in use on a perpetual basis, the cash flow forecasts ware
deemed {o be a significant assumption for the estimate
Our findings

We found the Parent Company's assessment of the recoverabiiity of the investment in, and amounts due from, subsidiaries to be balanced
{FY21; balanced). We found the Company’s disclosures of the recoverability of investment held by the Parent Company in, and amounts due
from, subsidiaries 1o be proportionate (FY21: proportionate).
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5. OUR ABILITY TO DETECT IRREGULARITIES, AND OUR RESPONSE

FRAUD - IDENTIFYING AND RESPONDING TO RISKS OF MATERIAL MISSTATEMENT DUE TO FRAUD

FRAUD RISK
ASSESSMENT

To identify risks of material misstaternent due to fraud ("fraud risks") we assessed events or conditions that could
indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud,

Our risk assessment procedures included:

. Enguiring of Directers, the ARC, internal audit and inspectiocn of the Group's documented high-level
pelicies and procedures to prevent and detect fraud, including the Group's channel for “whistleblowing”,
as well as whether they have knowledge of any actual, suspected or alleged fraud:

. Reading Board and ARC meeting minuteg;

. Considering remuneration incentive schemes and performance targets for management and Directors
including the short and long-term incentive plans for management remuneration;

. Using analytical procedures to identify any unusual or unexpected relationships; and

. Using our awn forensic specialisis to assist us in identifying fraud risks. This included attending the Risk
Assessment and Planning Discussion, with the engsgement partner and engagement key team
members. and assisting with designing relevant audit procedures to respond to the identified fraud risks.

RISK COMMUNICATIONS

We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud
throughout the audit. This inciuded communication from the Group audit team to full scope and specified
procedure component audit teams of relevant fraud risks identified at the Group leve! and requested to full scope
component audit teams to report to the Group audit team any instances of fraud that could give rise to a material
misstatement at Group level.

FRALUD RISKS

As required by auditing standards, taking into account possible pressures to meet profit targets and market
consensus and continued cngoing econamic uncertainty, and using our overall knowledge of the contral
environment, we perform procedures to address the risk of managemant override of controis and the risk of

fraudulent revenue recognition, in particular:

. The risk that Group and component management may be in a position to make inappropriate accountng

entries for long-term contracts, and
. The risk of as in accounting estimates and judgements such as cantract mod freations and terminations

LINK TO KAMS

We also identified fraud risks reiated to inappropriate impairment of goodwili, inappropriate capitalisation, and
recoverability of contract fulfilment assets. Further details i respect of inappropriate impairment of goodwill.
nappropriate capitalisation and recoverability of contract fulfilment! assets are set oul in section 4 of this report.

PROCEDURES TO
ADDRESS FRAUD RISKS

We performed procedures including:

. Identifying journal entries and other adjustments te test for all full scope components. based en risk criteria
specific to the component, and comparing the identified entries to supporting doccumeantation These
included where relevant, those posted by senior finance persennelf and those posted to unusual accounts
including unexpected account combinations of entries to revenue, expenses, cash and borrowings.

. Assessing whether the judgement made in accounting estimates are indicatve of & potential bias, including
those over revenue recognition, capitalisation and recoverability of contract assets and impairment of

goodwili.

LAWS AND REGLILATIONS - IDENTIFYING AND RESPONDING TO RISKS OF MATERIAL MISSTATEMENT
RELATING TO COMPLIANCE WITH LAWS AND REGULATIONS

LAWS AND -
‘REGULATIONS RiSK
' ASSESSMENT

We identified areas of laws and reguiations that could reasonably be expected to have a material effect on the
financial statements from our general commercial and sector experience, through discussion with the Directors
and other management (as required by auditing standards), and from inspection of the Group's regulatory and
legal correspondence; and discussed with the Directors and other management the policies and procedures

regarding compliance with laws and regulations.

As some of the Group's subsidiaries are regulated, our assessment of risks involved gaining an understanding of
the control environment including these entities’ procedures for complying with regulatory requirements

RISK COMMUNICATIONS

We communicated dentified laws and regulations throughout our team and remainad alert to any indications of
non-compliance throughout the audit. This included communication from the Group audit team to full-scope
component audit teams of relevant laws and regulations identified at the Group fevel. and a request for full-scope
component auditers to report to the Group audit team any instances of non-compliance with laws and regulations
that could give rise to a material misstatement at Group level.

DIRECT LAWS CONTEXT
AND LINK TO AUDIT

The potential effect of thase laws and regulations on the financial statemants varies considerably. The Group is
subject to laws and regufations that directly affect the financial statemenis including financial reporting legislation
{including related company legislation), distributable profits legistation. and taxation legistation and we assessad
the axtant of compliance with these laws and reguiations as part of our procedures or the related financial

zratement items.
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MOST SIGNIFICANT
INDIRECT LAWY/
REGULATION AREAS

The Group 1s subject to many laws and regulations where the consequences of non-compliance could have a
materal effect on amounts or disclosures in the financial statemenits. for instance through the impaosition of fines
or livgation or the loss of some of the Group's subsidiaries’ icense o operate. We identified the following areas
as those most likefy to have such an effect: health and safety. anti-bribery, data protection, employment faw,
regulatory capital and fiquidity {in refation to the financial and regufated nature of certain of the Group's activities
in the Life & Pensions and Empioyee Berefils sectors). Auditing standards timit the required audit procedures o
identify non-compiiance with these faws and regulations to enquiry of the Directors and ather management and
inspection of regulatory and fegal carrespondence, if any. Therefore, if a2 breach of operational reguiations is nat
disclosed to us or evident from relevant correspondence. an audit will nat detect that breach.

CONTEXT

CONTEXT OF THE
ABILITY OF THE AUDIT
TO DETECT FRAUD OR
BREACHES OF LAW OR
REGULATION

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 further 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 fraud, as fraud may invoive coliusion, forgery, inientional omissians,
misrepresentations, or the ovarride of internal controls Our audit procedures are designed to detect material
misstatement. We are not responsible for preventing non-compliance or fraud and cannot be expected to detact
non-compliance with all laws and regulations
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6. OUR DETERMINATION OF MATERIALITY

The scope of our audit was influenced by our appfication of materiality. We set guantitative thresholds and overlay gualitative
considerations to help us determine the scope of our audit and the nature, timing and extent of our procedures, and in evaluating the effect
of misstatements, both individually and in the aggregate. on the financial statements as a whole.

What we mean
2oeanan s refecznoe oo ez oot T DARCIng At Led L g L A
Basis for determining materiality and judgements applied
£6M Materiality for the Group financial statements as a whole was set at £6m (FY 21 £Bm). Consistent with FY21,
EY21: £6M this was determined with reference to a benchmark of Group revenue of £3,014.6m, normalised by excluding
. revenue in relation to business exits of £168.8m, as disclosed in note 2.8. Use of total revenue as the
MATERIALITY FOR henchmark reflects the continuing volatility in profit before tax frem continuing operaticns, with total revenues
THE GROUP providing & mcre stable measure year on year. Total revenue is also a significant focus for management and
FINANCIAL externat stakehalders,
STATEMENTS AS A Qur Group matenality of £6m was determined by applving & percentage to the normalised Group revenue.
WHOLE When using this benchmark, KPMG's approach for listed entities considers a guideline range 0.5% - 1% of
the measure. in setting overall Group materiality, we applied & percentage of 0.21% (FY21. 0.20%) ta the
benchmark which is below the lower end of the expected range. This acknowledges the low historic margin
of the Group.
Materiality for the Parent Company financial statements was set al £5.5m (FY21: £5.5m), determined by
reference to total Cempany assets and represants 0.15% of the Company’s total assets (FY21: 0.15%).
What we mean
£3.9M
(FY21: £3.9M)
PERFORMANCE Basis for determining performance materiality and judgements applied
MATERIALITY o -
Performance materiality for the Group and the Parent Company was set at §5% (FY21: 65%) of materiality for
the financial statements as a whole, which equates to £3.9m (FY21: £3.9m)} for the Group and £3,.6m (FY21:
£3.6m) for the Parent Company. We applied this percentage in cur determination of performance materiaiity
based on the number and level of identified misstatements and control deficiencies during the prior pericd,
What we mean
£0.3M
(FY21: £0.3M)
AUDIT
MISSTATEMENT
POSTING . . . . . .
THRESHOLD Basis for determining the audit misstatement posting threshold and judgements applied
We set our audit misstatement posting threshold at 5% (FY21: 5%} of our materiality for the Group financial
staternents. We alsc report to the ARC other identified misstatements that warrant reporting on gualitative
grounds.
The overall materiality for the Group financial statements of £6m {FY21: £6m) compares as follows to the main financial statement caption
amaounts;
Group Revenue Group profit before tax Total Group Assets
FY22 Fy21 FY22 Fy2a1 FYz2 Fyr21
Financial statement £3,014.6m £3.182 5m £61.4m £286 6m £2,552.6m £3.142.4m
Caption
Group —Materiality 0.20% [319% 9.77% 2.10% 0.24% 0.15%
as % of caption
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7. THE SCOPE OF OUR AUDIT

What we mean

s

|

|
e
&l

ENERSEERY

The Group has 209 (FY21: 232) reporting companents. To determine the waork performed at the reporting
component lavel we identified those components which we considered to be of individual financial significance
and those remaining components on which we required procedures to be performed to provide us with the
evidence we required in order to conclude on the Group financial statements as a whoie.

We determined individually financially significant components as those contributing at least 7.5% (FY21. not
considered) of total assets or 7.5% (FY21 10%) of total revenue or 7.5% (FY21. 10%) of the Group profit before
tax. We selected total assets, total revenue. and profit befare tax because these are the most representative of
the relative size of the components. We idenlified 4 (FY21. 3) components as individually financially significant
components and performed full scope audits on these components

In addition ta the individually firancially significant carnganents. we entified 3 (FY21: 8) companents as
significant, owing 1o significant risks of material misstatement affecting the Group financial statements and
performed full scope audits on these components.

In addition. lo enable us to obtain sufficient appropriate audit evidence for the group financial statements as a
whole, we selected 9 (FY21:12) compenents on which to perform procedures. Of these components, we
performed full scope audits for 8 components (FY21: 11) and performed specific risk-focused audit procedures
over litigation and claims provisions on 1 component (FY21, 1)

The components within the scope of our work accounted for the following percentages of the Group’'s results,
with the prior year comparatives ingicated in brackets:

Scope Number of Range of Group Total profits Total
componants matariality Revenue and losses Assets
applied that made up
Group PBT
Full scope 15(22) £4.8m - £0 4m 8195 (88%) 79% (B6%) 89% (80%)
audit (£4.8m - £0.6my .
Specified 1(1 £2m NiA NIA NiA
audit (E2my}
GROUP SCOPE procedures
TOTAL 16 (23) 81% (B6%) 79% {86%) 89% (90%)

The remaining 18% (FY21 14%) of total Group revenue. 21% (FY21 14%}) of total profits and losses that made
up Group profit before tax and 11% (FY21* 10%) of tolal Group assets is represented by 193 (FY21: 209)
reporting components. For these camponents, we performed analysis at an aggregated group level to re-
examine our assessment that there were no significant risks of material misstatement within these

Full scope audits were performed by component auditors at 13 reporting compoanents in the United Kingdarm,
Switzertand, and Germany, and by the Group audit team over 2 key components in the United Kingdom,
including the Parent Company {(FY21- 20 in the United Kingdom. Switzerland, and Germany, and by the Group
audit team over 2 key components in the United Kingdom. including the Parent Company}. Specified audit
procedures were performed by component auditors at a reporting companent in Guernsey (FY21: 1in
Guernsey}.

The Group audit team has performed testing of IT Systems and certain controls in the shared service centre on
behalf of the components and communicated the results of these procedures to the component teams This 1s
because of the centralised systens and processes in place across the Group

The Group team nstructed component audilors as to the significant areas to be cavared, including the relevant risks
detailed above and the information to be reportad back The Group team approved the component materialities, as
detailad in the table above having regard lo the mix of size and risk profile of the Group across the components.

The scope of the audit work performed was predominantly substantive as we placed lmted refiance upon the
Group's internal control over financial reponting

| ———
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What we mean
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In working with component auditors. we.

. Held planning calls with companent audit teams to discuss the significant areas of the audu retevant
to the compenents, including the key audit matters of revenue recognition and capitalisation and

GROUP AUDIT recoverability of contract assets
TEAM . Issued Group audit instructions to component auditors on the scope of their wark, including specitying
QVERSIGHT the minimum procedures ta perferm in their audit of Journals and long term contracts

. Visited the | IK remponent audit tcams in-persai as 1he sudit progressed to understand and
challenge the audit approach and organised frequent video conferences with the partners and
directors of the Group and component audit teams, including thase based overseas. At these
meetings the findings repcried to the Group team were discussed in more detail. and any further work
required by the Group team was then performed by the component audit teams

. Inspected the component audit teams’ key work papers (in person and/or using remote technology ) to
evaluate the quality of exaecution of the audits of the components with a particular fecus on work
performed by the companents on Group-leve! significant risks and key audit matters

8. OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information presented in the Annual Report together with the financiat statements. Our apinion
on the financial statements does not cover the other information and. accordingly. we do not express an audit opinion or. except as

explicitly stated below any form of assurance conclusion thereon.

ALL OTHER INFORMATION

Our responsibility Qur reporting

Qur responsibility 1s to read the other information and, in doing so, consider whether, based Based solely on that work we have not
an our financial staterments audit work. the information theremn is materially misstated or identified material misstatements or
inconsistent with the financial staterments cr our audit knowledge. inconsistencies in the other information.

STRATEGIC REPORT AND DIRECTORS’ REPORT

Qur responsibility and reporting

Based solely on our work on the other information described above we report te you as {ollows:
. we have not identified material misstatements in the strategic report and the

directors’ report;

. in our opinion the information given in those reports for lhe financial year is
consistent with the financiai statements: and

. in our opinion those reports have been prepared in accordance with the Companies
Act 20086.

DIRECTORS’ REMUNERATION REPORT

Our responsibility Our reporting

In our opinion the part of the Directors’
Remuneration Report to be audited has
been properly prepared in accordance
with the Companies Act 2006.

We are required to form an apinion as to whether the part of the Directors’ Remuneration
Report to be audited has been properly preparad in accordance with the Companies Act 2006
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CORPORATE GOVERNANCE DISCLOSURES

Our responsibility Our reporting
We are required to perform procedures to identify whether there is a material inconsistency Based on ihose procedures, we have
between the financial statemants and our audit knowledge, and: cancluded that each of these disclosures

15 materially consistent with the financial

. the directors’ statement that they consider that the annuai report and financial statements and our audit knowledge.

staterments taken as a whole is fair, balanced and understandable, and provides
the information necessary for sharehaclders to assess the Group's position and
performance, business model and strategy;

. the section of the annual report describing the work of the Audit and Risk
Committee. including the significant issues that the Audit and Risk Committee
considered in relaticn to the financial statements, and how these issues were
addressed; and

. the section of the annual report that describes the review of the effectiveness of
the Group's risk management and internal control systems

We are also required lo review the par of the Corporate Governance Statement relating to the YWe have nothing to report in this respect.
Group's compliance with the pravisions of the UK Corporate Governance Code specified by
the Listing Rules for our review.

OTHER MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

Our responsibility Qur reporting
Under the Companies Act 2006. we are required (o report to you if, in our ogirimon We have nothing lo report in these
respects,

. adequate accounting records have nol been kept by the Parent Compaiy. or
returns adequate for sur audit have not been received from branches not visited by
us; or

. the Parent Company financial statements and the part of the Directors’
Remuneration Report to be audited are net in agreement with the accounting
racords and returns. or

. certain disclosures of directors’ remuneration specified by law are not made, or

- wa have not received all the information and explanations we require for our audit.

9. RESPECTIVE RESPONSIBILITIES

Directors' responsibilities

As explained more fully in thelr statement set out on pages 83 and 84. the directors are responsible for: the preparation of the financial
statements including being satisfied that they give a true and fair view; such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error; assessing the Group and
Farent Company's ability lo continue as a going concern, disciosing, as applicabie. matlers related to going concern: and using the going
concern basis of accounting unless they either intend to liguidate the Group or the Parent Company or to cease operations. or have no
realistic alternative but to do so.

Auditor's responsibilities

Our objectives are to obtain reasonable assurance atiout whether the financial statements as a whote are free from material misstatement,
whether due to fraud or error, and to issue our opinion in an auditor's report. Reasonable assurance is a high level of assurance, but does
nol yguarantee that an audit conducted in accordance with 1SAs {UK) will always detact a material misstatement when it exists.
Misstaternents can arise from fraud or error and are considered materiai if. individually or In aggregate they could reasonably be expected
to influence the economic decisians of users taken on the basis of the financial stalements.

A fuller dessription of our responsibilities 15 proadad on the FRC's website at w1

€.0rg uk/guditorsre

ponsibilities

The Company 1s required to include these finapcial statementis in an annual hioancial report prapared using the single electronic reporting
format specifizd in the TO ESEF Regulation This auditor s r2port provides no asshranee o7 whsiner the annual financial report has
heen prepared in accosdance with that format
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statements auditor’s report

KPMG LLP’s Independent Auditor’'s Report m

To the members of Capita plc

10.THE PURPOSE OF OUR AUDIT WORK AND TO WHOM WE OWE OUR
RESPONSIBILITIES

This report is made solely to the Company’s members, as a body, i accordance with Chapter 3 of Part 18 of the Companies Act 2006
and the terms of our engagement by the company. Qur 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 the further matters we are required to state to them in accordance
with the terms agreed with the company, 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

[N

lan Griffiths

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London

E14 5GL

2 March 2023
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Consolidated income statement

Consolidated statement of comprehensive income
Goansolidated balance sheet

Consolidated statement of changes in eguity

Consalidated cash flow staternant

Section 1

Sectlmjp 2
21 Contract acqounting

2.2 Revenue induding segmental revenue

2.3 Operating profit

2.4 Adjusted operating profit and adjusted profit before tax

2.5 Segmental information

2.6 Taxation

27 Earnings/{togs) per share

2.8 Business exits and assets held-for-sale
2.9 Discontinued operations

2.10 Cash flow information

Section 3

31 Working capftal
3.1.1 | Trade and ofher receivables
3.1.2 | Trade and other payables
3.1.3 | Contract fulifment assets

3.2 Property, pignt and equipment
3.3 Intangible adsets

3.4 Goodwill
3.5 Right-of-use(assets

3.6 Provisians

Section 4

a1 Net debt. capital and capital management

4.2 Financial ns!
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4.4 Leasss

4.5 Financial instruments and the fair value hierarchy
4.6 fssued sharg capitat

4.7 Graup comppsition and nen-controffing interests

Section 5

Lalacts T Je- I oAt

5.1 Share-based payment plans
5.2 Pensions

5.3 Employee benefit expense
Section &

RO N

6.1 Related-party transactions
6.2 Contingent jiabilities

6.3 Post hatance sheet events
Sectio* 7

74 GCampany bdlance sheet

7.2 Company statement of changes in equity

7.3 Netes to the{Company financial statements

Sectio+ 8
8.1 Shareholderinfarmation
8.2 Aliernative pgriormance maasures
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This section sets out the Group's accounting policies relating to these consolidated financial statements as a whole. Where an accounting
policy is specific to one note, the poficy is described in the note to which it relates.

This section alsc includes details of new accounting standards, amendments and interpretations including their effective dates and
explanation on the expected impact to the financial position and parformance of the Group.

For ease of reference, this symboal has been used to denote any accounting poiicies included within the notes:

A

Denotes accounting poiicies
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Recoverable amount of non-current assets
At each recorting date. the Group assesses whethar thare 15 any indication ihat a nen-current asset may be mpaired. Where an indicater of

imparment axists the Group makes a formal estimate ¢f the asset's recoverable amount Whare the carryng amount of an asset exceeds its
racavaranls amount. the asset s corsiderad impared and is writtar down to s recovarabls arrount. Tha rscoverable amount is the higher Df
an assat’'s or cash-gansrating urit's. fair valle less costs to sall and iis vafue 10 use and is determuinad for an irdiidual assat. unless the
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e strategic r2pon on pages 49 to 53, Nene of thess risks had a m"*"ria. affe t n the critical accounting estimates or on the consolidatea
firancial staremants of the Group Tre Group will continue developing its asses nt of e impact that glimate change may have on the
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2.2
23
2.4
25
2.6
27
2.8
28
2.10

EEY

Contract accounting

Revenue including segmental revenue

Qperating profit

Adjusted operating profit and adjusted profit before tax
Segmental information

Taxation

Earnings/(loss) per share

Business exits and assets held-for-sale

Discondinued operations

Cash flow information

Denotes accounting policies

Denotes significant accounting judgemer:ts, estimates and assumptions

This section contains notes related to the financial performance of the Group. These include:
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This section shows the operating assels and liabilities used to gensrate the Group's frading performance. Liabilities relating to
the Group’s financing activities are contained in Section 4. Current tax and deferred tax assets and liabilities are shown in
note 2,6. Deferred income is shown in note 2.1,

In this section you will find disctosures about:

31 Waorking capital
3.1.1 Trade and other recelvables
3.1.2 Trads and cther paysbles
3.1.3 Contract fulfiiment asgets
32 Properiy, piant and equiprmbr

3.3 Intangible assets
3.4 Goodwili

35 Rignt-of-use asseis
3E Provisions

Denctes accounting policies

Lenotes stgnificant accognting judgamants. estimates and assumptions

2022
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4.1
42
4.3
4.4
4.5
4.5
47

Net debt. capital and capital management
Financial risk

Net finance costs

Laases

Financial instruments and the fair value hierarcty
Issued share capital

Group composition and non-controliing intarests

Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

This section outlines the Group’s capital structure and financing casts. The Group defines its capital structure as its cash and
cash equivalents, non-current interest bearing loans and borrowings and equity. The Group aims to manage its capital structure
to safeguard the Group's ability to continue as a going concern, so that it can continue to provide returns te shareholders and
benefits for other stakeholders. The Group manages its capital structure to maintain a sustainable mix of debt and equity that
ensures that the Group can pursue its strategy. The Group makes adjustments to its capital structure in light of changes in
economic conditions and strategic operational risk. To maintain or adjust the capital structure, the Group may return capftal tc
shareholders through dividends and share buy backs, sell assets, raise additional equity, or arrange additionat debt facilities. In
this section you will find disclosures ahout:
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This section details employee related items that are not explained elsewhere Iri the finantial statements.

In this section you will tind disclosures about:
5.1 | Share-based payment plais

5.2 |Pensicns

5.3 |Employee benelit expense

@ Denctes accounting policies

Denotes signiticant accounting judgements, estimales and assumptions
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This section includes disclosures of those items that are not explained elsewhere in the financial statements.
In this section you will find disclosures aboul:

8.1 | Related-parny transactions

6.2
6.3

Compensation of key managemeant persaonnei
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7.2
7.3

Company balance sheet
Company statement of changes in equity
Notes to the Cempany financial statements

Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

Thhisf slt;clion presents the company only financial stalements for Caphta plc (the Company). In this section, you will find
the following:

2022
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