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KPMG LLP’s Independent
Auditor’s Report

To the members of Capita plc

1. OUR OPINION IS UNMODIFIED

n our opinicn;

= the financial statements of Capita plc give a true and fair view of the state of the Group’s and of the Parent Company’s affairs
as at 31 December 2022, and of the Group's profit for the year then ended;

=  the Group financial statements have been propery prepared in accordance with UK-adopted international accounting
standards;

L] the Parent Company financial statements have been propetly 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 statements of Capita plc ("the Company”) for the year ended 31 December
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 baiance  sheet, and ihe refated notes, inciuding the accounting poficies in section 7 to
consclidated statement of changes in equity, consclidated cash the Parent Cormpany financial statements.

flow statement and related notaes, including the accounting

policies in saction 1 to 6 to the Group financial statements.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable law. Our responsibilities
are described below. We beliave that the audit evidence we have oblained is a sufficient and appropriate basis for cur opinion. Our audit
apinien 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 ethical requirements
including the FRC Ethical Standard as applied to listed public interest entities.
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2. OVERVIEW OF OUR AUDIT

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

FYZ21, the risk was focussed on the adequacy of (“KAMSs”)

disclosures around the material uncertainty. In

FY22, the risk has changed to now reflect the Going Concern > 4.1
FACTORS judgement taken in reaching the conclusion of no

materal uncertainty, and adequacy of the Revenue Recognition €3 4.2
DRIVING OUR accom ing discl - -
VIEW OF RISKS panying aisclosures. Impairment of Goodwill L ] 4.3

The risk level remains stable for revenue Capitalisation and

recoghition reflecting the volume and magnitude of Recoverability of contract * 44

contractual changes in the period. This KAM is assets

focussed upon variations or modifications for the Recoverability of the Parent

Group's long-term contracts, for which accounting Gompany’s investments in, &> 4.6

and amounts due from, its

can involve significant judgement.
g Jucg subsidiaries.

The rigk associated with impairment of goodwill is
deemed as increased, with impairments
recognised at both 30 June and 31 December
within the Portfolio CGUs. There is inherent
uncertainty in forecasting of future cash flows,
which are the basis of recoverability. In particular
for CGUs, measured as value in use on a disposal

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

provisions, defined benefit pension obligations and the

The risk associated with capitalisation and presentation 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 triennial valuation and additional
recoverability and onerous contract provision. contributions made in FY21 means we no longer consider it
- a KAM. There is a reduced level of judgement associated
i'-;x;stg]qimspairﬁm ar(l:doma?'ggi'ntsrezz‘;er?:;u:y itosf with the volume and value of items excluded from adjusted
subsidiaries re,mains a KAM owing to ! the results, which are set outin note 2.4 and 2.10 in the accounts
materiality of these balances and the estimation of We ha_ve Fherefo_re nc_:t assessed any of ”“?59 as one of the
the underlying cash flow forecasts. We note that no most significant risks in our cp_rreqt year audit anq, therefore,
' they are not separately identified in cur report this year.

direct investments are held within subsidiaries in
the Portfolio division.

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

AUDIT apportunity to meet with the ARC in private sessions without the Executive Directors being present. For each Key Audit
COMMITTEE Matier, we have set out communications with the ARC in section 6, including matters that required particular judgement
INTERACTION for each. The matters included in the Audit and Risk Coemmittee Chair's report on pages 93 to 95 are materially consistent

with our observations of those meetings.

We have fulfilled our ethical responsibilities under, Tol_al audit fee (including interim £6.1m
and we remain independent of the Group in review)
accordance with, UK ethical reguirements
l_nclud\ng t.he, FRC Ethl;g! 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 appcinted 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 years
December 2022.
The Group engagement partner is required to Next financial period which 2030

A e
rotate every 5 years. As these are the first set of requires a rotation

the Group's financial statements signed by lan
Griffiths, he will be required to rotate off after the Tenure of Group engagement 1 year
FY26 audit. partner

The average tenure of partners respensible for
component audits as set out in section 7 is 3 years,
with the shortest being 1 and the lengest being 6.

Average tenure of component

signing partners 3 years
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The scope of our work is influenced by our view of Materiality levels used i
materiality and our assessed risk of material : s
misstatement.

Group

We have determined overall materiality for the GFM
Group financial statements as a whole at £6.0m
(FYZ2Y1: £6.0m) and for the Parent Company HCM
financial statements as a whole at £5.5m (FY21:
£5.5m}. PLC
A key judgement in determining materiality was the LeM
most relevant metric to select as the benchmark, by
considering which metrics have the greatest bearing AMPT
MATERIALITY on shareholder decisions.
(ITEM 6 Consistent with FY21, we determined that Group wFY21 Em FY22 £
BELOW) revenue of £3 014.6m, normalised by excluding )
revenue in relation to business exits of £168.8m, Group  Group materiality
as disclosed in note 2.8, remalins the benchmark GPM Group performance materiality
for the Group, of which it represents 0.21% (FY21: HCM Highest component materiality
0.20%). This reflects the continuing volatility in PLC Parent Company Stalutory materiality

profit before tax from continuing operations, with
total revenues providing a more stable measure
year on year. Total revenue Is also a significant
focus for management and external stakehoiders.

LCM Lowest component matedality
AMPT Audit misstaternent posting threshold

Materiality for the Parent Company financial
statements was determined by reference to total
Company assets and represents 0.15% of the
Company's total assets (FY21: 0.15%).

We have performed risk assessment and planning Coverage of Group financiai statements

procedures to determine which of the Group’'s
components are likely to include risks of material 2022 2021
misstaternent to the Group financial statements,
the type of procedures to be performed at these

components and the extent of involvement Total Revenue 81% 85%
required from our component auditors around the
world.

Total profits and losses 79% 86%

Of the Group’s components we subjected 15
(FY21: 22) to full scope audits and performed

GROUP specific risk-focused audit procedures over Total assets 89% 90%
SCOPE litigation and claims provisions on 1 component
(FY21: 1).
(TEM 7
BELOW) The components within the scope of our work

accounted for the percentages ilustrated opposite.

In addition, we have performed Group level
analysis on the remaining components to
determine whether further risks of material
misstatement exist in those components.

We consider the scope of our audit, as
communicated to the Audit and Risk Committee, to
be an appropriate basis for our audit opinion.

We have considered the potential impacts of climate change on the financial statements as part of planning our audit.
This included the business sectors the Group operates in, the assets and liabilities the Group holds cn its balance sheet,
and the ways in which the Group maintains and develops its client relations and supplier engagement and manages its

people.
THE IMPACT 3y A .
OF CLIMATE As part of our audit, we have made enquiries of management to understan'd the extent of the potential ‘impacl of climate
E ON change risk on the Group's financial statements. We have performed a risk assessment of how the impact of climate
CHANG change may affect the financial statements and our audit. Taking intc account the nature of the Group's operations, our
OUR AUDIT assessment is that the climate related risks to the Group's business. strategy and financial planning did not have a

significant impact on our key audit matters.

We have also read the Board's Task Force on Climate-related Financial Disclosure (TCFD) statement in the front half of
the annual report and considered consistency with the financial statements and our audit knowledge.




Capita plc
Annual Report 2022

Financial Independent

statements auditor’s report

KPMG LLP’s Independent Auditor’s Report m

To the members of Capita plc

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 operations, 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 materfal uncertainties that could cast significant doubt over their ability to
continue as a going concermn from the date of approval of the financial staterments to 31 August 2624 (“the going concern period”).

GOING CONCERN

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

in the related key audit matter in section 4.1 of this report. )
We found the directors’ use of the geing

Qur conclusions concern basis of accounting without any
. ) ) . . material uncertainty for the Group and
Cur conclusions based on those procedures described in section 4.1 of this report are: Parent Company 1o 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 is 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 ability to continue as a going
concem for the going concermn period;

= we have nothing material tc add or draw attention to in relation to the directors’ statement
in secticn 1 to the financial statements on the use of the going concern basis of
accounting with no material uncertainties that may cast significant doubt over the Group
and Parent Company’s use cf that basfs for the going concern pericd; and

= The related statement under the Listing Rules set out on page 64 is materially consistent
with the financial statements and our audit knowledge.

However, as we cannot predict all future events or conditions and as subsequent events may
result in outcomes that are inconsistent with judgements that were reasonable at the time 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

Cur responsibility Our reporting

We are required to perform procedures to identify whether there is a material inconsistency We have nothing material 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 relation We have concluded that these

tor disclosures are materially consistent with

. } ” 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 these that would threaten its business model, future performance, solvency and

liquidity;
= the risk management and intemal contrel disclosures describing these risks and how

emerging risks are identified and explaining how they are being managed and mitigated;

and

« thedirectors' 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
necessary qualifications or assumpticns.

We are also required to review the viability 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 events may result in outcomes that are inconsistent with judgements that were
reasonable at the time they were made, the absence of anything to report on these statements
is not a guarantee as to the Group's and Parent Company's longer-term viability.
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WHAT WE MEAN

Key Audit Matters are those matters that, in our professional judgement, were of most significance in the audit of the financial
statements and include the most significant assessed risks of material misstatement {(whether or not due to fraud) identified by us,

including those which had the greatest effect on:

- the overall audit strategy;
- the allocation of resaurces in the audit; and
- directing the efforts of the engagement team.

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 financial statements as a whole. We do not pravide a separate opinion on these matters.

4.1 GOING CONCERN (GROUP AND PARENT COMPANY)

Financial Statement Elements

Our assessment of risk vs FY21

Our findings

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

>

FYZ22: We found the Group's
judgement that there was no
material uncertainty to be
disclosed, to be balanced.

We found the geing concern
disctosure in section 1 without
any material uncertainty to be
proportionate.

In F¥21, the risk was focussed on the
adequacy of disclosures around the
material uncertainty.

In FYZ22, the risk has changed to now
reflect the judgement taken in reaching
the conclusion of no material uncertainty,
and adequacy of the accompanying

disclosures. FY21: We found the going

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

Description of the Key Audit Matter

Qur response to the risk

Disclosure quality

The financial statements explain how the Board has formed a
judgement that it is appropriate to adopt the going concern basis of
preparation for the Group and Parent Company.

That judgement is based on an evaluation of the inherent risks to the
Group's and Parent Company's business model 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
from the date of approval of these financial statements {the 'going
concern period').

The risks mast likely to adversely affect the Group's and Parent
Company's available financial resources over this period include,
but are not limited to, the following:

- An inability to achieve the growth targets in the Group's
business plan;

- Increases in staff atftrition, impacting upon ability to
deliver services or secure new opportunities;

. Adverse impact from inflationary pressures, such as
interest rates; and

. A significant unexpected downturn n performance in
one of the Group's businesses.

There are alsc less predictable but realistic second order impacts,
such as business disruption in the event of a cyber incident, or
adverse changes in UK Government policy.

The risk for our audit was whether or not those risks were such that
they amounted to a material uncertainty that may have cast
significant doubt about the ability to continue as a going concern.
Had they been such, then that fact weuld have been reguired 1o
have been disclosed.

We considered whether these risks could plausibly affect the liquidity or
covenant compliance in the going concem pericd by assessing the directors'
sensitivities over the level of available financial resources and covenant
thresholds indicated by the Group’s financial forecasts taking account of
severe, but plausible, adverse effects that could arise from these risks
individually and collactively.

Our procedures to address the risk included:

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

Our sector experience: We assessed the projections and assumptions by
reference to our knowledge of the business and general market conditions
including the potential risk of management bias. We critically assessed
whether economic headwinds in particular Iinflation risks, have been
sufficiently factored in the forecast cash flows, along with the risks and
uncertainties associated with the Group's customers, suppliers and
workforce.

We considered the risk factors as set out by the Board in the Principal Risks
section of the annual report and accounts, and where relevant assessed
whether these were sufficiently taken into consideration in the projections
prepared to support the base case and the downside risks applied.

Test of detail: We critically assessed the cash flow forecasts by considering
the appropriateness of key assumpticns used in preparing those projections,
with a specific focus on the revenue growth and cost inflationary
assumptions. We evaluated these via enquiries with each of the divisional
Finance Directors, the Chief Executive Officer, and Chief Financial Officer,
and inspected the Board's plans and associated papers,

Historical comparisons: We assessed the ability of the Group to accurately
forecast by comparing historical results to forecasts for key metrics. We
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assessed the most recent years’ performance against budget, including
sales growth and cost reductions and challenged the assumptions over the
going concern period based on historical performances.

Funding assessment: We read the revolving credit facility (RCF)
agreement to understand the terms including covenant requirements and
any restrictions in the use of funds. We also read the Bridge facility
agreement entered into in February 2023 which will provide additional
liquidity from 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 adjustments 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 inspected the correspondence between the Company and
the private placement lenders that set cutthe proposed items to be excluded
in the adjusted EBITDA definition and compared these against the items
included in the covenant calculations,

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

Sensitivity analysis: We critically challenged the downside sensitivities to
ensure that these represented severe but plausible scenarios based on our
know!edge of the business, the associated risk exposure and we considered
the most recent trading results 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 ongoing effects from
inflation based on the impacts experienced by the Group duting the year.
We assessed identified risk assumptions to ensure that they reflected a more
likely than not chance of occurring under the downside scenarios. We also
challenged the mitigating actions, to identify whether these were reasonable
and within the direct control of the Group

Evaluating directors’ intent: we evaluated the achievability of the actions
the directors consider they would take to improve the position should the
risks materialise, which included reductions in discretionary spend and
capex investment, taking into account the extent to which the directors can
contrel 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 pericd.

Communications with Capita pic's Audit and Risk Committee
Our discussions with and reporting to the Audit and Risk Committee included:
L] 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 directers’ 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 judgement:
. The ability of the Group to secure a further extension or refinancing of the RCF ahead of its expiry in August 2024
*  Thelevel 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 concern distlosure in section 1 without any material uncertainty to be proportionate (FY21: we found the going concern
disclosure in section 1 with a material uncertainty to be proporticnate).
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4.2 REVENUE RECOGNITION

Qur assessment of risk vs FY21

Our findings

Financial Statement Ejements
FY22 Fy21
Long-term ©3
contractual £2,236.2m £2.325.2m
revenue
Deferreq
Income £640.7m £794.7m

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

FY22: Balanced
FY21: Balanced

Description of the Key Audit Matter

Our response to the risk

Subjective Judgement

The Group has many complex and bespoke 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 &85 to the
impact for revenue recognition. These can arise throughout the year.

in the event of a full or partial termination, judgement arises in determining the effective
date to trigger re-profiling of deferred income held, particularly where services are being
handed back or across to 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 honus targets and/or market consensus increase the risk of
fraudulent revenue recognition. The opportunity is considered to apply to these long-
term contracts, given the factors noted above.

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

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

Our procedures 10 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 recognition assumptions and to identify cenditions
under which variable revenue can arise. For the major
contracts selected through our scoping exercise, where
relevant, we also assessed the accounting papers
prepared by the Group that setl out the key judgements
to apply.

Where contract negotiations are ongoing in relation to
variable 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 been recognised, we obtained and
inspected the contractual agreements to understand the
contract terms and conditions that underpin the revenue
recognition assumptions. Where reievant we inspected
correspondence with customers or other supporting
documentation in relation to the varations or scope
change.

in situations where there has been a significant
medification, termination. or partial termination, we
assessed the contract terms  including any
cerrespondence 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 perfermance
obligations, and the initial contractuai terms.

We challenged whether the key contract judgements
made by the Board are appropriate based upon the
underlying contractual terms and evidence obtained.

Assessing transparency: We considered the
disciosures in the financial statements to check that
these were sufficient and provided proportionate detail
of the revenue and profit recognition pclicies 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 policies applied in relation 1o the
long-term centracts provided by the Group.

Communications with Capita plc’s Audit and Risk Committee

Our discussions with and reperting te the Audit and Risk Committee included:

. Assessment of judgements linked to contract modifications and estimates in the year

- Adequacy 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 auditor judgement

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

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

Ouwr findings

In determining the treatment of revenue recognition, the Group has applied accounting policies based on the requirements of IFRS15. ih applying
these policies there is room for judgement and we found that within that the Group's judgement was balanced (FY21: batanced). We found the
disclosures associated with the IFRS15 policies to be proportionate (FY21: ample).

4.3 IMPAIRMENT OF GOODWILL

Financial Statement Elements

Our assessment of risk vs FY21

Our findings

FY22 FY21 2
Risk is increased against FY21 with i
Goodwill impairments recognised at both 30 FY22: Balanced
oodwi June 2022 and 31 December 2022 FY21: Optimistic
(Total as per financial £605.9m £851.7m 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 inherent uncertainty involved In
forecasting and discounting future cash flows, which are the basis of the
assessment of recoverability, and also the estimate 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 £111.6m). These CGUs were most sensitive to
changes in the underlying assumptions or were proposed for impairment.

Uncertainty in relation to the cutrent macro-economic 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
businesses 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
CGlUs.

Disclosure quality

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

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

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.

Qur procedures to address the risk included:

Determination of recoverable amount: We have assessed the
judgements taken in respect to the Portfolio CGUs, including whether
value in use should be measured on a perpetual basis or based on
the future cash flows of the CGUs from continuing 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 Portfolio 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 correspondence with interested
parties, through muitiples analysis and through consideration of prior
sales achieved.

Historical comparison: We assessed the historical accuracy of the
forecasts used in the Group's impairment model by considering
actual performance against pricr year budgets, 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 to impairment.

Comparing 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 reasonableness of the factors identified by
the Board to explain the differences.
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Assessing transparency: We evaluated the adequacy of the
disclosures related to the estimation uncertainty, judgements made
and assumptions over the recoverability of goodwill, assessing the
level of detail included in the disclosures and performing an
assessment as to whether disclosure omissions identified were
material.

Communications with Capita plc’s Audit and Risk Committee

QOur discussions with and reporting to the Audit and Risk Committee included:

Division

Areas of particular auditor judgement

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

deemed to be a significant assumption for the astimate

each CGU
Qur findings

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

- Refinement of the significant risk to focus on specific CGUs within the Portfolio Division and the Experience CGU

. Adequacy of the disclosures of goodwill impairment in section 3.4 to the financial statements

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

L] The assumptions taken in respect to forecast net dispesal proceeds for two of the Portfolio CGUs

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

We consider the carrying value of Goodwill, following the impairment charges recognised, to be batanced {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 tha sensitivity of the valuation of goodwill to changes in those assumptions and estimates to be light (FY21 finding: propertionate).

4.4 CAPITALISATION AND RECOVERABILITY OF CONTRACT ASSETS

Financial Statement Elements

QOur assessment of risk vs FY21

Our findings

FY22 FY21
Non-Current Contract L)
Fulfilment Assetls £263.0m £286.7m
‘CFA"
Onerous Contract £52 8m £45.8m

Provisions

Risk is heightened due to economic
uncertainties including inflation, which
could significantly impact assumptions
conceming future performance
metrics which drives the assessment
of asset recoverability and oherous
contract provision.

FY22: Balanced
FY21: Balanced

Description of the Key Audit Matter

Our response to the risk

Accounting application

A contract fulfiment asset (CFA) is recorded for costs incurred on a contract or 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

MNote 2 1 sets out the outsourcing model operated by the Group and explains how
typically the early stages of a contract (‘pre-inflection’) wiil reflect a period when the
contract fuffilment assets are created as the contract delivery is established.
Judgement may be required in determining whether the costs incurred 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 a contract is not perfoerming as expected, the costs capitafised may not be
recoverable and an impairment of the asset should be recorded.

Where no CFA has been recorded or the CFA has already been fully impaired,
there is also a risk that the contract may be onerous, and an onercus contract
provision {OCP) should be recorded.

A risk of fraud arises as there may be an incentive to capitalise or expense items
to achieve bonus targets or market consensus.

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:

Tests of detail: We tested on a sample basis the costs
capitalised as CFAs by reference to the criteria set out in the
Group’s accounting policy. For the costs sampled we
obtained third party support, or for internally generated time
we obtained the relevant costing rates and recerds, to support
the basis of capitalisation.

We assessed on a sample basis the useful economic lives
applied to the CFAs and evaluated the expected contract life
by reference to the contract terms or where appropriate any
agreed extensions to the original contract.

Sensitivity analysis: We considered the assumptions within
the business plans and tifetime assessments, checking that
onerous conditions had been recognised appropriately,
particularly on contracts that have had a poor performance in
the current year and those contracts that are in a pre-
infiection phase of transformation. We assessed any ongoing
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The effect of these mallers is that, as part of our risk assessment, we determined | impact of inflation on the key assumptions, together with any
that the recoverable amount of contract assets and completeness and accuracy of | contract modifications agreed with the customer in response
the onerous contract provisicn have a high degree of estimation uncertainty, with a | tc the eccnemic environment, or more widely as part of
potential range of reasonable outcomes greater than our materiality for the financial | commercial discussions.

statements as a whole.
In determining whether GCPs should be recorded, we
Disclosure quality assessed contract profitability forecasts by analysing historic

. . } . performance relative to contractual commitments over its full
There is a risk that the disclosures presented are not adequate to explain the | (o This included assessing critically the assumptions over

capitalisation criteria that are used to assess whether items of expense should be | f,1ure costs including projected 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. Our assessment
considered the levels of uncertainty contained in the
forecasts, the extent to which Company actions alone 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-inflection phase.

Assessing transparency: We considered the disclosures
in the financial statements to assess whether these
provided sufficient detail of the criteria used to evaluate
whether expense items should be recerded as a CFA, and
on judgements taken in respect to recegnition and
measurement of OCPs.

Communications with Capita plc’'s Audit and Risk Committee
Our 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 oneraus 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 3.1.3 to the financial statements
Areas of particular auditor judgement
Wae identified the following as the areas of particular auditor judgement:

. Assessment of the level of execution risk on cost saving initiatives 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 onerous 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 Our findings
FY22 FyZ21
Investment carrying € Risk is considered stable against .
value £994.3m £947.3m FY21. We note that no direct FY22: Balanced

investments are  held  within FY21: Balanced

subsidiaries in the Portfolio division.
Amounts due from

S £2,55%.2m £2,619.8m
subsidiaries

Description of the Key Audit Matter Qur response to the risk

Fhe carrying amount of the Parent Company's investment in, and
amounts due from, its subsidiaries represent 27.3% and 70.4% (FY21:
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 because the nature of the balance is such that we would expect
to obtain audit evidence primarily through the detailed procedures

As with goodwill, there is a significant level of inherent uncertainty | described.

involved in forecasting and disccunting future cash flows, which are
the basis of the assessment of recoverability for investments in
subsidiaries and amounts due from subsidiaries.

Our procedures to address the risk included:

Tests of detail: We compared the carrying amount of the investment, and
the amounts due from subsidiaries, with the relevant subsidiary’s draft
statutory halance sheet to identify whether its net assets, being an
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Due to its materiality in the context of the Parent Company financial | approximation 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 cur Parent Company audit. been profit-making.

Where impairment indicators were identified, 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.

Evaluating directors’ intent: We assessed the directors' intention in
respect of the recovery of intercompany debt and based the recoverable
amount on their intenticn of expected cashfiows.

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

Assessing transparency: We evaluated the adequacy of the disclosures
related 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 proportionate information to inform a reader of
the accounts.

Communications with Capita plc’s Audit and Risk Committee

Our discussions with and reporting to the Audit and Risk Committee included:
- Appropriateness of methodology appiied in measurement of recoverable amount for investment in subsidiaries
L] Assumptions taken in respect to cash flow forecasts
- Assessment of the judgement taken in respect to Expected Credit Loss on intercompany receivables

Areas of particutar auditor judgement

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

- For investments 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

Qur findings

We found the Parent Company’s assessment of the recoverability 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 to 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

ADDRESS FRAUD RISKS

FRAUD RISK To identify ricks of material misstatement due to fraud {*fraud risks”} we assessed events or conditions that could
ASSESSMENT indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud.
Qur risk assessment procedures included:
. Enquiring of Directors, the ARC, internal audit and inspection of the Group’s documented high-level
policies and procedures to prevent and detect fraud, including the Greup's channel for “whistleblowing”,
as well as whether they have knowledge of any actual, suspected or alleged fraud;
. Reading Board and ARC meefing miniifas;
. 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 tc identify any unusua! or unexpected relationships; and
. Using our own forensic specialists to assist us in identifying fraud risks. This included attending the Risk
Assessment and Planning Discussion, with the engagement partner and engagement key team
members, and assisting with designing relevant audit procedures to respond to the identified fraud risks.
We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud
throughout the audit. This included communication frem the Group audit team to full scope and specified
RISK COMMUNICATIONS | procedure component audit teams of relevant fraud risks identified at the Group level 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.
As required by auditing standards, taking into account possible pressures to meet profit targets and market
consensus and continued ongoing ecanomic uncertainty, and using our overall knowledge of the centrol
anvironment, we perform procedures to address the risk of management override of controls and the risk of
FRAUD RISKS fraudulent revenue recognition, in particular:
. The risk that Group and component management may be in a position 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 fraud risks related to inappropriate impairment of goodwill, inappropriate capitalisation, and
LINK TO KAMS recoverability of contract fulfiiment assets. Further details in respect of inappropriate impairment of goodwill,
inappropriate capitalisation and recoverability of contract fulfilment assets are set out in section 4 of this report.
We performed procedures including:
. Identifying joumal entries and other adjustments to test for al} ful! scope components, based on risk criteria
specific to the component, and comparing the identified entries to supporting documentation. These
PROCEDURES TO included where ralevant, those posted by senior finance personnel 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 indicative of a potential bias, including
those over revenue recognition, capitalisation and recoverability of contract assets and impairment of
gocdwill.

LAWS AND REGULATIONS - 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 regulations 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 managemaent (as required by auditing standards), and from inspection of the Group's regulatory and
legal correspendence; 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 contro! environment including these entities’ procedures for complying with regulatery requirements.

RISK COMMUNICATIONS

We communicated identified laws and regulations throughout our team and remained alert te any indications of
non-compliance threughout 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 level, and a request for full-scope
component auditors to repert to the Group audit team any instances of non-compiiance 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 these laws and regulations on the financial statements varies considerably, The Group is
subject to laws and regulations that directly affect the financial statements including financial reporting legislation
(including related company legislaticn), distributable profits legislation, and taxation legislation and we assessed
the extent of compliance with these laws and regulations as part of our procedures oh the related financial
statement items,
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MOST SIGNIFICANT
INDIRECT LAW/
REGULATION AREAS

The Group is subject to many laws and regulations where the consequences of non-compliance could have a
material effect on amounts or disclosures in the financial statements, for instance through the impaosition of fines
or litigation or the ioss of some of the Group’s subsidiaries’ license to operate. We identified the following areas
as those most likely to have such an effect. health and safety, anti-bribery, data protection, employment law,
regulatory capital and liquidity (in relation to the financial and regulated nature of certain of the Group's activities
in the Life & Pensions and Employee Benefits sectors). Auditing standards limit the required audit procedures to
identify non-compliance with these laws and regulations tc enquiry of the Directors and other management and
inspection of regulatory 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

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 rigk 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
regulaticns 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 involve coilusion, forgery, intentional cmissions,
misrepresentations, or the override of internal conftrois. Our audit procedures are designed to detect materiai
misstatement. We are not responsible for preventing non-compliance or fraud and cannot be expected to detect
non-compliance with all laws and regulations.
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6. OUR DETERMINATION OF MATERIALITY

The scope of our audit was influenced by cur application of materiality. We set quantitative thresholds and overlay qualitative
considerations tc 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
A quantitative reference for the purpose of planning and performing our audit.
Basis for determining materiality and judgements applied
£6M Materiality for the Group financial statements as a whole was set at £6m (FY21: £6m). Consistent with FY21,
FY21: £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 benchmark reflects the continuing volatility in profit before tax from continuing operations, with total revenues
providing a more stable measure year on year. Total revenue is also a significant focus for management and
THE GROUP L stakehold
FINANCIAL external stakehoclders.
STATEMENTS AS A Our Group materiality of £6m was determined by applying a 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 selting overall Group materiality, we applied a percentage of 0.21% (FY21: 0.20%) to the
benchmark which is below the lower end of the expected range. This acknowledges the iow historic margin
of the Group.
Materiality for the Parent Company financial statements was set at £5.5m (FY21: £5.5m), determined by
reference to total Company assets and represents 0.15% cf the Company's totat assets (FY21: 8.15%).
What we mean
Our procedures on individual account balances and disclosures were performed to a lower threshold,
performance materiality, so as lo reduce to an acceptable level the risk that individually immaterial
£3.9M misstatements in individual account balances add up to a material ameunt across the financial statements as
a whole,
{FY21: £3.9M)
PERFORMANCE Basis for determining performance materiality and judgements applied
MATERIALITY . o
Petformance materiality for the Group and the Parent Company was set at 65% (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 our determination of performance materiality
based on the number and level of identified misstatements and control deficiencies during the prior period.
What we mean
This is the amount below which identified misstaterents are considered to be clearly trivial from a quantitative
point of view. We may become aware of misstatements below this threshold which could alter the nature,
£0.3M timing and scope of our audit precedures, for example if we identify smaller misstaterments which are indicators
(FY21: £0.3M) of fraud.
AUDIT This is also the amount above which all misstatements identified are communicated to Capita Plc's Audit
Committee.
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 Greup financial
statements. We also report to the ARC other identified misstatements that warrant reporting on qualitative
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 FYy21 FY22 FY21
E'"af'c'a' statement £3,014.6m £3,182.5m £61.4m £285.6m £2,552.6m £3,142.4m
aption
Group  Materiality o o o
as % of caption 0.20% 0.18% 9.77% 2.10% 0.24% 0.19%
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7. THE SCOPE OF OUR AUDIT

What we mean

How the Group audit team determined the procedures to be performed across the Group.

The Group has 209 (FY21: 232) reporting components. To determine the work performed at the reporting
component level, we identified those components which we considered to be of individual financial significance
and those remaining compenents 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 whole.

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 revenua, and profit before tax because these are the most representative of
the relative size of the components. We identified 4 (FY21: 3) components as individually financially significant
components and performed fuli scope audits on these components.

In addition to the individually financially significant components, we identified 3 (FY21: 8) components as
significant, owing to significant risks of material misstatement affecting the Group financial statements and
performed full scope audits on these components.

in addition, to enable us to cbtain sufficient appropriate audit evidence for the group financial statements as a
whole, we selected 9 (FY21:12) components on which to perform procedures. Of these components, we
performed full scope audits for 8 compenents (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 indicated in brackets:

Scope Number of Range of Group Total profits Total
components materiality Revenue and losses Assets
applied that made ug
Group PBT
Full scope 15 (22) £4.8m - £0.4m 81% (86%) 79% {B6%) 89% {90%)
audit (£4.8m - £0.6m)
Specified 1{1) £2m Nfa N/A N/A
audit (E2m)
GROUP SCOPE procedures
TOTAL 16 (23) 81% {86%) 79% (86%) 89% (90%)

The remaining 19% {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 total Group assets is represented by 193 (FY21: 209)
reporting components. For these components, we performed analysis at an aggregated group leve! 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 components 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 (FY21: 20 in the United Kingdom, Switzerland, and Germany, and by the Group
audit team over 2 key ccmponents in the United Kingdom, including the Parent Company). Specified audit
procedures were performed by component auditors at a reporting compenent 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 is
because of the centralised systems and processes in place across the Group.

The Group team instructed component auditors as to the significant areas to be covered, including the relevant risks
detailed above and the information to be reported back. The Group team approved the component materialities, as
detailed in the table above, having regard to 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 limited reliance upon the
Group's internal contral over financial reporting.
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KPMG LLP’s Independent Auditor's Report m

To the members of Capita plc

What we mean

The extent of the Group audit team's invelvement in component audits.

In working with component auditors, we:

. Held planning calls with component audit teams to discuss the significant areas of the audit relevant
to the components, including the key audit matters of revenue recognition and capitallsation and

GROUP AUDIT recoverability of contract assets
TEAM . Issued Group audit instructions to component auditors on the scope of their work, including specifying
OVERSIGHT the minimum procedures to perform in their audit of Journals and long term contracts

. Visited the UK component audit teams in-person as the audit progressed to understand and
challenge the audit approach and organised frequent video conferences with the partners and
directors of the Group and component audil leams, including those based overseas. At these
meatings the findings reported 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 persen and/or using remote technology ) to
evaluate the quality of execution of the audits of the compenents with a particular focus on work
performed by the components on Group-fevel significant risks and key audit mafiers

8. OTHER INFORMATION IN THE ANNUAL REPORT

The directors are responsible for the other information presented in the Annual Report together with the financial staterments. Our opinion
on the financial statements does not cover the other information and, accordingly, we do not express an audit opinion or, except as
explicily stated below, any form of assurance conclusion therecn.

ALL OTHER INFORMATION

Our responsibility Our reporting

Cur responsibility s to read the other information and, in doing so, consider whether, based Based solely on that work we have not
on our financial statements audit work, the information therein is materially missiated or identified material misstatements or
inconsistent with the financial statements or our audit knowledge. inconsistencies in the other information.

STRATEGIC REPORT AND DIRECTORS’ REPORT

Qur responsibility and reporting

Based solely en our work on the other information described above we report to you as follows:
we have not identified material misstatements in the strategic repert and the
directors’ report;

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

- in our opinion those reports have been prepared in accordance with the Companies
Act 2006.

DIRECTORS" REMUNERATION REPORT

Qur responsibility Qur reporting
We are required to form an opinion as to whether the part of the Directors’ Remuneration In cur opinion the part of the Directors’
Report to be audited has been properly prepared in accordance with the Companies Act 2006. Remuneration Report to be audited has

been properly prepared in accordance
with the Companies Act 2006.
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KPMG LLP's Independent Auditor’s Report m

To the members of Capita plc

CORPORATE GOVERNANCE DISCL.OSURES

Our responsibility Qur reporting
We are required to perform procedures to identify whether there is a material inconsistency Based on those procedures, we have
between the financial statements and cur audit knowledge, and: concluded that each of these disclosures
i ; . . 1s materially consistent with the financial
. the directors’ statement that they consider that the annual report and finarcial statements and our audit knowledge.

statements taken as a whole is fair, balanced and understandable, and provides
the information necessary for shareholders tc 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 relation 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,

Woe are also required to review the part of the Corporate Governance Statement relating to the We have nothing to report in this respect.
Groug's compliance with the provisicns 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

Qur responsibility Our reparting

Under the Companies Act 2006, we are required to report to you if, in our opinion: We have nothing to report in these

. respects.
- adequate accounting records have not been kept by the Parent Company, or

returns adequate for our audit have not been received from branches not visited by
us; ar

- the Parent Company financial statements and the part of the Directors’
Remuneration Report to be audited are not in agreement with the accounting
records 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 their statement set out on pages 83 and 84, the directors are respansible 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
Parent Company's ability to centinue as a going concern, disclosing, as applicable, matters related 1o 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 cbjectives are to obtain reasonable assurance about whether the financial statements as a whole 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
not guarantee that an audit conducted in accordance with I1SAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they could reascnably be expected
to influence the ecanomic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibiiities is provided on the FRC's website at www frc.org. uk/auditorsresponsibilities.

The Company is required to inciude these financial statements in an annual financial report prepared using the single electronic reporting
format specified in the TD ESEF Regulation. This auditor's report provides no assurance over whether the annual financial report has
been prepared in accordance with that format.
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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 salely to the Company’s members, as a body, in accerdance with Chapter 3 of Part 16 of the Companies Act 2006
and the terms of our engagement by the company. 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 the further matters we are required to state to them in accordance
with the terms agreed with the company, and for no cther 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 repert, or for the
opinions we have formed.

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

For the year ended 31 December 2022 Notes i o
Continuing operations:
Revenue 2.2 33,0146 3,182.5
Cost of sales (2,298.6) (2.506.7)
Gross profit 716.0 675.8
Administrative expenses 2.3,24,28 (795.6) {762.4)
Operating loss 23,2428 (79.6} (86.6)
Share of results in associates and investmeant gains 5.8 (C.8)
Net finance expense 13 {31.7) (46.9)
Gain on business disposal 28 166.9 419.7
Profit before tax 2.4 6i.4 285.6
income tax credit/{charge) 2.6 14.6 (61.5)
Profit for the year from continuing operations 76.0 2241
Discontinued operations:
Profit for the year 28 -_— 3.1
Total profit for the year 76.0 227.2
Attributable to:
Owners of the Company 74.8 224.7
MNon-controlling interests 4.7 1.2 2.5
76.0 227.2
Earnings per share 27
Continuirg: — basic 447 p 13.33p
— diluted 440 p 13.15p
Total operations: — basic 4.47 p 13.52 p
— diluted 4.40 p 13.33p
Adjusted operating profit/{loss)’ 2.4 102.9 (77.7)
Adjusted profit/(loss) before tax! 2.4 73.8 {122.8)
Adjusted earnings/(loss) per share! 2.7 6.20 p (7.74)0)
Adjusted and diluted earnings/{logs) per share’ 2.7 6.09 p (7.74)p|

1. From 1 January 2022, the Board has limited the items excluded from the adjusted results to: business exits, amartisation and inpairmant of acquired intangibles. impairmant of goodwtl
and certaln mark-to-market valuation changes that impact net finance expenseincome. Please refer ta note 2.4 for further details.

s a

consolideted statement of comprehanaive incoms

fard fEw] o
For the year ended 31 December 2022 Notas = o
Total profit for the year 76.0 227.2
Other comprehensive expense
Items that will not be reclassified subsequently 1o the income statement

Actuarial (loss)/gain on defined benefit pension schemes 5.2 {8.9) 109.4

Tax effect on defined benefit pension schemes 2.6 2.0 {18.1}

Gain on far value of investments 0.2 0.1

items that will or may be reclassified subsequently to the income statement

Exchange differences on transiation of foreign operations (0.6) 3.0

Exchange differences realised on business disposals a3 (2.8)

Gain on cash flow hedges 424 11.5 1.3

Cash flow hedges recycied 1o the income statement 4,24 (5.1) 0.8

Tax effect on cash flow hedges 26 (1.6) 22
Other comprehensive (expense) income for the year net of tax (2.2) 95.7
Total comprehensive income for the year net of tax 73.8 322.9
Attributable to:

QOwners of the Company 72.6 320.5

Non-controlling interests 4.7 1.2 2.4

73.8 322.9

The accompanying notes arg an integral part of these cansolidated financial statements.
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Consolidated balance shest
At 31 December 2022
2022 2021
MNotes £m £m
Non-current assets
Property, plant and equipment 3.2 1411 128.0
Intangible agsets 3.3 106.0 147.3
Goodwill 3.4 605.9 951.7
Right-of-use assets 3.5 249.5 287.9
Investments in associates and joint ventures 0.2 0.7
Contract fuifiment assets 3.1.3 263.0 286.7
Financiai assets 4.5 118.2 107.2
Deferred tax assets 28 189.5 176.0
Employee benefits 5.2 42.7 13.3
Trade and other receivables 3.1.1 15.8 15.7
1,691.9 2,115.5
Current assets
Financial assets 4.5 236 17.5
Disposal group assets held-for-sale 2.8 —_ 138.8
Trade and other raceivables 3.141 430.4 547.1
Cash 4.5.4 396.8 317.6
income tax receivable 9.9 5.9
B860.7 1.026.9
Total assets 2,552.6 3.142.4
Current liabilities
Trade and other payables 3.1.2 492.5 5422
Deferred income 2.2.3 585.1 663.8
Overdrafts 4.5.4 219.6 231.9
Lease lighilities 4,445 55.6 61.6
Disposal group liabilities held-for-sale 2.8 — 81.1
Finance liabilities 4.5 84.6 286.3
Praovisions 3.6 75.7 126.8
1,513.1 1,999.5
Non-cutrent liabilities
Trade and other payables 3.1.2 151 15.4
Deferreq income 223 55.6 124.9
Lease liabilities 4.4.4.5 341.9 386.8
Financial ligbilittes 4.5 212.6 291.8
Deferred tax liabilities 2.6 6.9 5.9
Provisions 3.6 51.6 14.0
Employee benefits 52 31 7.5
686.8 846.4
Total liabilities 2,199.9 2,8459
MNet assets 352.7 296.5
Capital and reserves
Share capital 4.6 34.8 34.8
Share premium 4.6 1,145.5 1.145.5
Employee benefit trust and treasury shares 4.6 (4.2) (8.0}
Capital redemption reserve 1.8 1.8
Other reserves {4.5) (9.0)
Retained deficit (843.2) (890.6)
Equity attributable to owners of the Company 330.2 274.5
Non-controlling interests 4.7 22.5 22.0
Total equity 352.7 296.5

The accompanying notes are an integral part of these consolidated financial statements.

These caonsalidated financial statements were approved by the Board of directors on 2 March 2023 and signed on its behalf by:

Jon Lewis Tim Weller

Company registered number: 02081330
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Congolidated statement of changes In equily
For the year ended 31 December 2022

Emplayee Total
benefit attributable
trust and Capital to the Nan- Total
Share Share treasury redermpton  Retained Gthar owners of  contralling (deficity
capial  premium shares reserve deficit reserves  the parent nterasts equty
£m £m £m £m £m £m £m £m fm
At 31 December 2020 34.5 11,1433 {11.2) 1.8 (1.2895) (134) (134.5) 534 (81.1)
Profit for the year — — — — 2247 — 224.7 25 2272
Cther comprehensive income/(expense) — — — — 91.4 4.4 95.8 (0.1) 95.7
Total comprehensive incame for the year — — — — 31861 4.4 320.5 2.4 322.9
Share-based payment net of tax effects {note 2.6;
note 5.1) — — —_ —_ 1.6 —_ 1.6 — 1.6
Reclassification — s —— —_ (6.4) —_ {6.4) 6.4 —
Elimination of non-controlling interest on disposal
(note 2.8.1) — — —_ — — — — (3.4} (3.4)
Exercise of share options under employee long-
term incentive plans (note 4.6: note 5.1} — — 3.5 —— {3.5) — — — —
Shares issued {note 4.6) 0.3 — (0.3) — —_— — — — —
VAT refund on rights issue issuance costs
(note 4.6) —_ 2.2 — — —_ 2.2 — 2.2
Dividends paid® — e — — — e — (36.8) (36.8)
Movernent in put-options held by non-contralling
interests® — — — — 91.1 e at.1 — 91.1
At 31 December 2021 34.8 1,145.5 (8.0) 1.8 (890.6) (9.0) 2745 22.0 296.5
Impact of change in accounting standards —
amendments to IAS 377 —_ — — — {21.7) — (21.7) - {21.7)
At 1 January 2022 on adoption of IAS 37 34.8 1,145 (8.0) 1.8 (912.3) (9.0) 252.8 22.0 274.8
Profit for the year —_ —_ —_ —_ 74.8 o 74.8 1.2 76.0
Other comprehensive income/(expense) —_ —_ —_ —_ {6.7) 4.5 (2.2) —_ (2.2)
Tatal comprehensive income for the year —_ — —_ —_ 68.1 4.5 72.6 1.2 73.8
Share-based payment net of tax effects (note 2.6;
note 5.1) —_ _— —_ — 5.4 - 5.4 —_ 54
Elimination of nen-contralling interest on disposal
{note 2.8.1) — —_ —_ —_ — — —_ {0.3) (0.3)
Exercise of share options under employee long-
term incentive plans (note 4.6; note 5.1) —_ —_ 3.8 —_ (3.9) i —_— —_— —_—
Dividends paid —_ _ — — —_ — —_ (0.4) (0.4)
Movement in put-opticns held by non-controlling
interests — —_ — — (0.6) —_ {0.6) e (0.6}
At 31 Decembaer 2022 348 1,145.5 {4.2) 1.8 (843.2) (4.5) 330.2 22,5 3527

1. The Group mitizlly apphed the amendments to 1AS 37 an 1 January 2022 and the cumulative effect of applying the amandments was recognised as an opening balance adjustment ta
retained earmings. Refer to note 1 for further detalls,

The dividends paid to nan-controliing interests m 2021 included amounts from AXELOS Limited (£36.6m) wha paid £10.7m in cash with the remainder settled by the purchaser when
AXELOS Limited was sold (sae note 2.8). No dividands were daclarad. padd or propesed in 2022 or 2021 on the Parent Company s ordinary sharas.

The aphion to acquira the non-contralling inlerest in AXELOS Limited expired withoul baing exercised an 28 February 2021, and the refated Labiiity of £96 5m was de-recogrised. 3aa

note 4.5 for further details.

Share capital — The balance classified as share capital is the nominal proceeds on issue of the Parent Company’s equity share capital,
comprising 2 1/15p ordinary shares.

Share premium — The amount paid t¢ the Parent Company by shareholders, in cash or other consideration, over and apove the nominal vaiue
of shares issued to them less issuance costs.

Employee benetfit trust and treasury shares — Shares that have been bought back by the Parant Gompany which are available for retirement
or resale; shares held in the employee benefit trust have no voting rights and no entilement to a dividend.

Capital redemption reserve — The Parert Company can redeem shares by repaying the market value to the shareholder, whereupon the
shares are cancelled. Redemption must be from distributable profits. The Capital redemption reserve represents the nominal value of the
shares redeemed.

Retained deficit — Net {losses)/profits accumulated in the Group after dividends are paid.

Other reserves — This consisis of the foreign currency translation reserve deficit of £8.6m (2021 £8.3m deficit) and the cash flow hedging
reserve surplus of £4.1m (2021: £0.7m deficit).

Non-cantrolling interests (NCI) — This represants equity in subsidiaries not attributable directly or indirectly to the Parent Company.

N

w

The accompanying notes are an integral part of these consolidated financial statements.
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Cornsolidated cash flow stalement
For the year ended 31 December 2022

Restated”
2022 2021
Notes £m £m
Cash generated from/{used by) operations 2.10 117.8 (148.5)
Income tax paid (7-9) (17.7)
Net interest paid {38.0) {40.1)
Net cash inflow/{outflow) from operating activities 71.9 (206.3)
Cash flows from investing activities
Purchase of property, plant and equipment a.z2 (20.6) (25.6)
Purchase of intangible assets 3.3 (27.3) (32.5)
Proceeds from sale of property, plant and equipment and intangible assets 23.32.33 0.5 0.1
Additions to investments heid at fair value through profit and loss (2.4) {0.1)
Capital repayment from investments at fair value through other comprehensive income 0.2 0.3
Subsidiary partnership payment — (4.7}
Capital element of lease rental receipts 5.8 0.5
Total proceeds received from disposals net of disposal costs 2.8 453.4 510.3
Cash held by subsidiaries whan sold 2.8 (75.5) (25.9)
Net cash inflow from investing activities 344.1 422.4
Cash flows from financing activities
Dividends paid to non-controlling interests {0.4) (10.8)
Capital element of lease rental payments 2103 (61.8) (82.6)
Praceeds from issue of share capital (net of issuance costs) — 22
Repayment of private placemeant lcan notes and other debt 2.10.3 {237.4) {232.3)
(Repayment of)/proceeds from credit facilities 2.10.3 (46.0) 46.0
Procesds from cross-currency interest rate swaps 2.10.3 10.1 19.7
Debt financing arrangemant costs 2.10.3 {5.2) {1.9)
Net cash outflow from financing activities {340.7) (259.7)
Increase/(decrease) in cash and cash equivalents 75.3 (43.6)
Cash and cash equivalents at the beginning of the period 101.5 141.1
Effect of exchange rates on cash and cash equivalents 0.4 4.0
Cash and cash equivalents at 31 December 177.2 101.5
Cash and cash equivalents comprise:
Cash 4.54 396.8 317.6
Overdrafts 4.5.4 {219.6) (231.9)
Cash, net of overdrafts, included in disposal group assets and liabilities held-for-sale 2.8 — 15.8
Total 177.2 101.5
Cash generated from/(used by) operations before business exits 2.10 116.5 {109.7)
Free cash flow before business exits 2.10 29.6 (218.6)

1. The 2021 cash flow has been restated 10 include £27.2m of cash, 1eceved from the purchasers of subsidiaries when sald to settle inter-company balances. within nvesing astivibes, which
were previonsly included within operahng achwibes. Thig rasulls 1n an ingrease in ret cash flow from investng achvilies by £27.2m and decreases in net cash flows from eperating aciwlies
cash gengrated from gperatons, and frea cash flaw by the same amount, Therg s na impact on the reported net mavament in cask and cash eguivalents.

The accompanying notes are an integral part of these consolidated financial statements.



Financial Notes to the Capita plc 147
statements consolidated Annual Report 2022

financial statements

Section 1: Basis of preparation

This section sets out the Group’s accounting policies relating to these consolidated financial statements as a whote. Where an accounting
policy is specific to one nate, the policy is described in the note to which it relates.

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

Far ease of reference, this symbol has been used to denote any accounting policies included within the notes:

@ Denotes accounting policies

These financial statements consolidate those of Capita plc (the Company or the Parent Company) and all of its subsidiaries (the Group).
Capita plc i a public limited company incarporatad in Cngleind wid Wales whose shares are publicly traded. | he principal activities of the
Group are given in the strategic report an pages 16 to 25.

These consolidated financial statements of Capita plc for the year ended 31 December 2022 were authorised for issue in accordance with a
resolution of the directors on 2 March 2023,

These consolidated financial statements are presented in British pounds stering and all values are rounded to the nearest tenth of a million
(£m) except where otherwise indicated.

Statement of compliance
These consolidated financial statements have been prepared in accordance with UK-adopted International Financial Reporting Standards
{IFRSs) and the Disclosure and Transparency Rules of the UK's Financial Conduct Authority.

Basis of consolidation

These consolidated financial statements comprise the financial statements of the Group at 31 December each year. Subsidiaries are
consolidated from the date on which contral is transferred 1o the Group until control is transferred out of the Group. Where there is a loss of
control of a subsidiary, these consolidated financial statements include the results for that part of the reporting year during which Capita pic had
control and the profit or loss on dispesal is calculated as the difference between the fair value of the consideration received and the carrying
amount of the net assets (including goodwill) disposed of. Losses applicable to the non-controlling interests in subsidiaries arg attributed to the
non-controlling interests even if that results in the nen-controlling interests having a deficit balance.

Investments in associates are accounted for using the equity methed. Under the equity method, the investiment in the enlity 1 stated as a one
line item at cost pius the investor's share of retained post-acauisition profits or losses and other changes in net assets less any impairment.

Going concern

In determining the appropriate bas:s of preparation of the financial staternents for the year ended 31 December 2022, the Board is required 1o
consider whether the Group and Parent Company can continue in operational existence for the foreseeable future. The Board has concluded
that it is appropriate to adopt the going concern basis, having undertaken a rigorous assessment of the financial farecasts. key uncertainties,

sensitivilies, and mitigations as set out below.

Accounling standards require that ‘the foreseeable fulure’ for geing concern assessment covers a period of at least twelve months from the
date of approval of these financial statements, although those standards do not specify how far beyond twelve months a Board should
consider. In its going concern assessment, the Board has considered the period from the date of approval of these financial statements to
31 August 2024 (‘the going concern period’) and which aligns with the expiry of the revolving cradit facility (RCF).

The base case financial forecasts used in the going concern assessment are derived from the 2023-2024 business plans as approved by the
Board in January 2023.

The going concern assessment considers the Group's sources and uses of liquidity and covenant compliance throughaut the period under
review. The value of the Group's committad RCF was £288.4m at 31 December 2022 and it expires on 31 August 2024 In February 2023, the
Group executed a committed bridge facility of £50m with three of its relationship banks providing additional liquidity from 1 January 2024. The
committed bridge facility has an expiry date of 31 December 2024 and is subject to cavenants, which are the same as those in the RCF. Both
the RCF and the £50m bridge facility incorporate provisions such that they will partially reduce in quantum as a consequance of specified
transactions, including disposals, equity raises or cther refinancing.

Given the track record of the Group extending the RCF in prior years, including in 2022, and the committed bridge facility executed in February
2023, the Board is confident that the RCF will be extended or refinanced and be of a sufficient guantum well ahead of its expiry in August 2024,

Financiat position at 31 December 2022

As detailed further in the Chisf Financial Officer's review in the strategic report, as at 31 Decamber 2022 the Group had net debt of £482.4m
(2021: £879.8m), net financial debt (pre-IFRS 16) of £84.9m (2021: £431.4m). liquidity of £405.2m (2021: £392.4m) and was in compliance with
all debt covenants.

Board assessment

Base case scenario

Under the base case scenario. completion of the Group’s transfarmation programme has simplified and strengthened the business and
facilitates further efficiancy savings enabling sustainable growth in revenue, profit and cash flow over the medium term. This enables the
generalion of positive free cash flows, and, when combined with the proceeds from the Board approved disposal programme and available
committed facilties allows the Group to manage scheduled debt repayments, The most material sensitivity to the base case is the risk of not
delivering the planned revenue growth.

As previously announced. the Board's plan is to eslablish an oplimal capitat structure to support the execution of the Group’s strategy and to
dispose of businesses that do not align with that strategy. The completion of the dispasal programme requires agreement from third parties,
and major disposals may be subject to shareholder and lender approval. Such agreements and approvals. are outside the direct control of the
Campany and as such, the inclusion of the effect of any potential future disposals in the Group's projections is inappropriate far going concern
assessment purposas in accordance with IAS 1 Presentation of Financial Statements.
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The base case projections used for going concern assessmeni purpeses reflect business disposals completed up 10 the date of approval of
these financial statements but do not reflect the benefit of any further disposais that are in the pipeline. The liquidity headroom assessment in
the base case projections reflects the Group's existing committed financing facilities and debi redemptions and does not reflect any potential
future refinancing, ather than in respect of the current RCF as noted above.

The base case financial forecasts demonstrate liquidity headroom and compliance with all debt covenant measures thraughaut the going
concern period 10 31 August 2024,

Severe but plausible downside scenario

In considering severe but plausible downside scenarios, the Board has taken account of the potential adverse financial impacts resulting from
the following risks:

revenue growth falling materially short of plan:

operating profit margin expans:on not baing achieved;

additional inflationary cost impacts which cannot be passed on to customers;

untoreseen operational issues leading ta contract losses and cash outflows;

increased interest rates;

reduction in deferred cash cansideration in respect of completed disposals;

nan-avaifability of the Group’s non-recourse receivables financing facility; and

unexpected financial costs and penalties linked 1o incidents such as data breaches and/or cyher-attacks.

LI S T S Y

The likelihcod of simultaneous crystallisation of the above risks is considered by the directors to be relatively low. Neverheless in the event that
simultaneous crystallisation were to occur, the Group would need to take action to mitigate the nsk of insufficient liquidity and covenant
headroom. [n its assessment of going concern, the Board has considered the mitigations. under the direct control of the Group, that could be
implemented including reductions in capital investment, substantially reducing (or removing in full) bonus and incentive paymants and
significantly reducing discretionary spend. Taking these mitigations into account, the Group's financial ferecasts, in a severe but plausible
downside scenario. demaonstrate sufficient liquidity headroom and compliance with ali debt covenant measures throughout the going coneern
period to 31 August 2024.

Adoption of gaoing toncern basis

Reflecting the Board's confidence in the benefits expected from the completion of the transftormation programme and ability to obtain further
RCF financing beyond its existing committed funding facilities coupled with its ability to implement appropriate mitigations should the severe but
plausible downside materialise, the Group continues to adopt the going concern basis in preparing these financial statements. The Board has
concluded that the Group and Parent Company will be able to continue in operation and meet their §abilities as they fall due over the period to
31 August 2024.

Foreign currency translation

The functional and presentation currency of Capita ple and its UK subsidiaries is the British pound sterting (£). Transactions in foreign
currencies are initially recorded at the functicnal currency exchange rate ruling at the date of the transaction. Monetary assels and liabilities
denominated in foreign currencies are retranstated at the functional currency exchange rate ruling at the balance sheet date. Alf differencas are
taken 1o the consolidated income statement with the exception of differences on foreign currency barrowings that provide a hedge against a net
investment in a foreign operation. These are taken diractly to equity until the dispasal of the net investment, at which time they are recognised
in the consoclidated income statement.

Tax charges and credits attributabie to exchange differences on those borrowings are also laken directly to equity. Non-monetary items that are
measured at historical cost in a foreign currency are translated using the exchange rate at the date of initial transaction, Non-menetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

The functional currencies of overseas operations inciude the euro. Indian rupee, South African rand, and the US dallar, At the reporting dale,
the assets and labilittes of the gverseas opearations are retransiated into the presentation currency of Capita plc at the exchange rate ruling on
the balance sheet date and their income statements are translated using the weighted average exchange rate for the year.

The exchange differences arising on the retransiation are taken directly to a separate component of equity. On disposat of a fareign operation.
the deferred cumulative foreign currency translation difference recognised in equity relating to that particular foreign operation is receghised in
the consolidated income statement.

Currant versus non-current classification
The Group presents assets and liabilities in the balance sheet based on whether they are current or non-current.

An asset is current when it is:

* Expected to be realised or intended te be sold or consumed in the normal operating cycle:

* Heid primarily for the purpose of trading:

+ Expectad to be realised within twelve months after the reporting period:; or

« Cash or cash equivalent unless restricted from being exchanged or used to settle a lability for at least twelve months after the reporting
period.

All other assets are classified as non-current.

A liability is current when:

* It is expected to be settled in the normal operating cycle;

+ ltis held primarily for the purpose of trading;

+ ltis due to be setlled within twetve months after the reporting period; or

« There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting pericd.

The Group classifies all other liabilities as non-current.
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Recoverable amount of non-current assets

At each reporting date, the Group assesses whether there is any indication that a nen-current asset may be impaired. Where an indicator of
impairmen exists, the Group makes a formal estimate of the asset's recoverable amount. Where the carrying amount of an asset exceeds its
racoverable amount, the asset is considered impaired and is written down to its recoverable armount, The recoverable amount is the higher of
an asset's, or cash-generating unit's, fair value less costs to sell and its value in use, and is determined for an individual asset. unless the asset
does not generate cash inflows that are largely independant of those from other assets or groups of assets.

Significant accounting judgements, estimates and assumptions

The preparation of financial statements in accordance with generally accepted accounting principles requires the directors to make judgements
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingancies at the date of the financial statements
and the reparted 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.

As described in note 2.1, given the level of judgement and eslimation involved in assessing the future profitability of contracts, it is reasonably
possible that cutcomes within the next financial year may be different from management's assumpticns and could require a material adjustment
to the carrying amounts of contract assets and, onerous contract provisions.

The impact of climate change has been considered in the preparation of these financial statements across a number of areas, including our
evaluation of the critical accounting estimates and judgements which are detailed below. consistent with the risks and opportunities set out in
the stratagic report on pages 49 to 53. None of these risks had a material effect on the critical accounting estimates or on the consolidated
financial statements of the Group. The Group wilt continue developing its assessment of the impact that climate change may have on the
assets and liabilities recognised and presented in its financial statements.

The key sources of uncertainty that have a significant risk of causing material adjustments to the carrying ameunts of assets and liabilities
within the next financial year are summarised below and set out in more detail in the related nate:
« Contract accounting {note 2.1)
— Impairment of contract fulfilment assets
— Customer and onercus contract provisions
« Deferred tax asset recognition {note 2.6)
= Impairment of goodwil (note 3.4)
* Measurement of defined benetit pension cbligations {note 5.2)
The key areas where significant accounting judgements have been made are summarnsed below and set out in more detait in the related note:

» Capitalisation of contract fulfilment assets (note 3.1)
+ Measurement of goodwill {note 3.4)
For ease of reference, this symbaol has been used to denocte significant accounting judgements and estimates where they occur within the note:

Denotes significant accounting judgements, estimates and assumptions

New standards and interpretations adopted

The accounting policies adopted are consistent with those of the previous financial year. In addition, the Group has adopted the amendments to
standards which are listed below. These amendments were either not applicable or not materiak to the Group, except for the impact of the
Amendments to |AS 37 detailed further below.

International Accounting Standards {IAS/IFRS) Effgctve date
COnerous Contracts - Cost of Fulfiing a Contract (Amendments to 1AS 37) 1 January 2022
Annual Improvaemanis to IFRS Standards 2018 - 2020 1 January 2022
Property, Plant and Equipment: Proceeds before Intended Use (Amendments to 1AS 16) 1 January 2022
Referance to the Conceptual Framework (Amendments to IFRS 3) 1 January 2022

Onerous coantracts - cost of fulfiliing & contract (amendments to 1AS 37)
An onerous contract 1s a contract under which the unavoidable costs (ie the costs that the Group cannot avoid because it has the contract) of
meating the obligations under the contract exceed the econemic benefits expected to be received under it.

The amandments specify that when assessing whether a contract is onerous or loss-making, an entity needs to include costs that relate directly
to a contract to provide goods or services, which include both incremental costs (eg the costs of direct labour and materials) and an allocation
of costs directly related to contract activities (eg depreciation of equipment used to fulfil the contract as well as costs of contract management
and supervision). General and administrative costs do not relate directly to a contract and are excluded unless they are explicitly chargeable to
the counterparty under the contract.

The Group has adopted the amendment which resulted in a change in accounting palicy for performing an anerous contract assessment.
Previously, the Group included only incremental costs to fulfil a contract when determining whether that contract was onercus. The revised
policy requires inclusion of both incremental costs and an allocation of other direct costs.

In accordance with the transitional pravisions, the Group applies the amendmants 1o contracts for which it has not yet fulfilied all its obligations
at the beginning of the annual reporting period in which it first applies the amendments {the date of initial application) and has not restated its
comparative information.
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The adoption of the amended standard has resulted in a reduction in retained earmings at 1 January 2022 of £21.7m, comprising an increase of
£18.8m in ¢nerous contract provisions and an impairment of contract related assets of £2,9m. The additional onerous contract provision
recognised is tax deductible, however, no deferred tax asset has baen recognised reflecting the probable lavel of future taxable profits that will
be availabie against which the asseis can be utilised at 1 January 2022.

1 January 2022

Impact of amendments to 1AS 37 £m
Property, plant and equipment {0.5)
Contract fuliitment assets (2.4)
Total assets (2.9
Provisions (current} (10.6)
Provisions (non-current) {8.2)
Total liabilities (18.8)
Retained earnings {(21.7)
Total equity (21.7)

New standards and interpretations not yet adopted

The International Accounting Standards Board {IASB) has issued the following standards. amendments and interpretations with an effective
date after the date of these consolidated financial staterments. These are effective for annual reporting periods beginning on or after the date
indicated:

International Accounting Standards (1AS/IFRS) Effeclive date
IFRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Gontracts 1 January 2023
Disclosure of Accounting Policies (Amendmaents to IAS 1 and IFRS Practice Staterment 2) 1 danuary 2023
Definition of Accounting Estimates {Amendments to 1AS 8) 1 January 2023
Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to 1AS 12) 1 January 2023
Sale or contribution of assets between an investor and its associate or joint veniure (Amendments to IFRS 10 and

|AS 28) 1 January 2023

The Group is assessing the impact of these new standards and the Group's financiai reporting will be presented in accordance with these
standards from the effective date.

iFRAS 17 Insurance Contract and amendments to IFRS 17 Insurance Contracts

IFRS 17 insurance Contracts (IFRS 17) is a comprehensive new accounting standard for insurance cenlracts covering recognition,
measurement, presentation and disclosure, and will replace IFRS 4 Insurance Contracts (IFRS 4). IFRS 17 applies to all types of insurance
contracts (e kife, non-life, direct insurance and re-insurance), regardless of the type of entities that issue them. as well as to certain guarantees
and financial instruments with discreticnary participation features.

The overall objective of IFRS 17 is to provide an accounting model for insurance contracts that is more useful and consistent for insurars. In
conirast 16 the requirements in JFRS 4, which are largely based on grandfathering previous local accounting policies. IFRS 17 provides a
comprahensive model for insurance contracts, covering all relevant accounting aspects.

IFRS 17 is effective for reporting periods beginning on or after 1 January 2023 and must be applied retrospectively unless impracticable, in
which case the Group has the aption of using either the modified retrospective approach or the fair value appreach. Based on initial analysis
performed. it is not anticipated that this new accounting standard will have a material impact on the way the Group recognises its provisions in
refation to insurance contracts.
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Section 2: Hesulls for the vear

This section contains notes related to the financial performance of the Group, These include:

2.1 Contract accounting
2.2 Revenue including segmental revenue

2.3 Operating profit

2.4 Adjusted operating profit and adjusted profit bafore tax

2.5 Segmental information
2.6 Taxation
2.7 Earnings/(loss) per share

2.8 Business exits and assets held-for-sale

2.8 Discontinued cperations
210 Cash flow information

@ Denotes accounting policies

Key highlights

Reported revenue

(2021: £3.182.5m)

Reported profit before tax

(2021: profit £285.6m)

Adjusted revenue’
Aim: Achieve long-term organic revenue
growth
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(2021: £2,777.8m)

Adjusted profit before tax'
Aim: Achieve long-term growth in profit
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(2021: loss £122.8m)

Denotes significant accounting judgements, estimates and assumptions

Reported free cash flow

% 57 P
24 5
(2021: £(264.3)m)

Reported earnings per share
(EPS) — caontinuing operations

1 A7
AA70
(2021: 13.33p)

Free cash flow before business exits'
Aim: Achieve sustainable, long-term pesitive
free cash flow growth generation
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{2021: £(218.6)m)

Adjusted earnings per share (EPS)!
Aim: Achieve tong-term growth in EPS

(2021: (7.74)p)

1. Definitions of the alternative performance measuras and ralated KPIs can be found in saction 8.2
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In 2022 the Group’s adjusted revenue' increased year on year. Adjusted profit before fax' significantly improved year on year following
campletion of the significant restructuring programme in 2021 and provisions and impairments during 2021 in our closed book Lite & Pensions
business. The higher level of profit supplemented by a lower cash outflow from movements in working capital and a reduction in capital
axpanditure and materially lower deferred VAT rapayments and pension deficit contributions, resulting in free cash infiow hefore business exits’
of £28.0m (2021: £218.6m outflow).

The Group had additional cash inflow of £4.1m (2021: £36.2m inflow) arising from those businasses sold in the year, primarily Pay360 and
businesses in the Capita Portfolio division, ofiset by additional pension deficit payments Iriggered by these disposals totailing £8.6m (2021:
£81.9m).

Revenue
Adjusted ravenue' increased by 2.4% year-on-year.

The adjusted revenue increased as a result of the following:

. Capita Public Service: growth from contract wins, including a contract to supply laptops 10 leachers in Northern ireland as well as the
annualised benefit of the Royal Navy training contract. increased growth in existing contracts in Central Government, and completion of a
full tast cycle on the Standards Testing Agency contract, offsetting contract hand-backs in Local Public Services:

. Capita Experience: stabilisation in revenue. with the impact of significant prior year contract losses offset by positive revenue
contributions in particular from new client wins in International and with ScottishPower; and

. Capita Portfolio: growth in transactional revenue mainly from Travel and Enforcement following the turnaround in these Covid-18
impacted businesses.

The difference of £168.8m between adjusted revenue of £2,845.8m and reported revenue of £3.014.6m is related o business exits in the year

(refer to note 2.8).

For additional informatian, which does not form part of these conselidated financial statemeants, the Chief Financial Officer's review in the
strategic report includes further information in respect of the movement.

Profit before tax
The adjusted result before tax' improved by £196.6m year-on-year to a profit of £73.8m.

The adjusted profit hefore tax' increased as a result of the profit impact of the following:

. Capila Public Service: benefits from the wing n 2022, the annualised benetit of the Royal Navy training contract and the non-recurrence
of Electranic Manitering programme costs in 2021: offset by a reduction on the British Army recruitment {RPP) contract resulting from
transition to the next phase of service delivery:

. Capita Experience: flow through of prior year losses including 3UK, Willlam Hill and in closed book Life & Pensions business. 2021 was
impacted by provisions and impairments in our ¢losed book Life & Pensions business and completion of significant restructuring:

. Gapita Portfolio: benefits from post Covid-18 recovery in transactional businesses and the non-repeat of 2021 restructuring costs. offset
by operational investment in certain businesses; and

. Capita pic: benefits from the end of the transformation programme (2021 included £128.0m ot significant restructuring) and efficiencies
realised; offset by the affect of the announced intenticon ta repay the 2021 furlough related income (£4.9m).

Adjusted prafit befare tax' exciudes a number of Specific iterns so users of these consalidated financial statements can more clearly understand
the financial performance of the Group. Reported profit before tax was £61.4m (2021: profit £285.6m). The year-on-year reduction has arisen
from a lower gain on business disposals and a higher impairment of goodwill. A recanciliation of the adjusted profit batore tax’ to reported loss
before 1ax is detailed in note 2.4,

Repaorted operating loss for the year was £79.6m (2021: loss £86.6m). Detalls of items charged/credited in arriving at the reported operating
loss can be found in note 2.3.

For additional information, which does not form part of these consclidated financial stalements, the Chief Financial Officer's review in the
strategic report includes further infarmation in respect of the movement.

Taxation

The income tax credit of £31.8m on adjusted profit before tax' of £73.8m (2021: charge of £4.0m on adjusted loss before tax of £122.8m)
differs from the notional tax charge at the UK corporation tax rate of 19%. mainly due to adjustments in the carrying value of recognised
deferrad tax assets.

Earnings per share
The movement in reported basic earnings per share and adjusted basic earnings per sharg' for continuing operatiens was a result of the
performance explained above.

Dividend

The Beard is not recommending the payment of a final dividend (2021: £nil). However, the Board recognises the imporitance of regular dividend
payments to invastors in forming part of their 1otal shareholder return and will consider the payment of dividends when tha Group is generating
sufficient sustainable free cash tlow.

1. Detinitans of the alternative perfarmancs measures and ralated KPIs can be faurd in section 8.2,
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Free cash flow before business exitg?
Adjusted operating profit to free cash flow before business exits' 20222 2051
m m
Adjusted operating profit’ 102.9 {(77.7)
Add: depreciation/amortisation and impairment of propenty, plant and equipment and intangible assets 1359 220.7
Adjusted EBITDA 238.8 143.0
Working capital {32.7) {113.8)
Non-cash and other adjustments {44.7) 386
Operating cach flow before business exits! 161.4 68.0
Deferred VAT repayment (14.9) (104.1)
Pension deficit contributions (30.0) {73.6)
Cash generated/{used) by operations before business exits’ 116.5 (109.7}
Net capital expenditure (43.6) (51.2)
Interest/tax paid (43.9) (57.7)
Free cash flow before business exits’ 28.0 (218.6)

Adjusted EBITDA increased by 67% reflecting the improvemant in adjusted profit’ explained earfier offset by the significant reduction in

dapreciation, amortisation and impairment of property. plant and equipment and intangible assets. largely driven by the Group’s property
rationalisation programme and the step-down in impairment chargas following the £53.5m write-down of finance system investment in 2021.

Cash generated from operations before business exits! benefited from the improvement in adjusted EBITCA, a lower waorking capital outflow
compared with 2021, materially lower deferred VAT repayments and pensicn deficit contribulions; offset by a reduction in non-cash and ather

adjustments.

The lower working capital outflow arises from contracts moving into the operational phase and increased utilisation of non-recourse trade

recaivables financing in 2022,

The reduction in non-cash and other adjustments reflects utilisation of customer contract provisions in 2022 compared with prowvision

recognition in 2021, and the utilisation of the remaining rastructuring provision.

Free cash flow before business exits' for the year ended 31 December 2022 was an inflow of £29.0m (2021: outflow £218.6m). The

improvernent reflected the above increase in cash generated from operations before business exits', and a reduction in capital expenditure,

and net interest paid in respect of leases and the Group's private placement 1oan nates.
Adjusted operating cash conversion' increased to 68% (2021 48%).

1. Defintians of tha alternatve performance measuras and related KPls can be found in section 8.2
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section 20 Hesulls for the vear continued
o Contract acnounbsg

Al 31 December 2022, the Group had the following results and balance sheet items related to long-term contracts:

2022 2021

Notes m £m

Long-term contractual revenue’ 22 2,236.2 2,325.2
Non-gurrent and current deferred income 640.7 7947
Non-current contract fulfilment assets 3.1.3 263.0 286.7
Non-current and current onerous contract provision 52.8 458

1. The 2021 comparatve has baen re-presented fo rellect tha recatagensation of certan contracts between conlract types flong-lzrm contractual, short-term eontractual and bansactional
{point-in-time)) tallowing a raview in 2022,

Background

The Group operates diverse businesses. The majority of the Group's revenue is from cantracts greater than two years in duration (long-term

contractual), representing 74% of Group revenue in 2022 (2021: 73%).

These lang-term contracts can be complex in nature given the breadth of sojutions the Group offers and the transformational activities involved.
Typically, Capita takes a customer's process and transforms it into a more efficient and effective solution which is then aperated for the
cystomer. The outcome is a high quality solution that addresses a customer's needs and is delivered consistently over the life of the contract.

The Group recognises revenue on long-term contracts as the value is dstivered to the customer, which (s ganerally evenly cver the contract
term. regardiess of any restructuring and transformation activity. Capita will often incur greater costs during the transformation phase with costs
diminishing over time as the target operating model is implemented and efficiencies realised. This results in lower profits or losses in the early
years of contracts and potentially higher profits in later years as the transformation aclwities are successfully completed and the target
aperating medel fully implemented {the business as usual (BAU) phase). The inflection point is when the contract becomes profitable.

Contract fulfilment assets are recagnised for those costs qualifying for capitalisation. The utilisation of these assets 1s recognised over the
cantract term. The timing of cash receipts from customers typically matches when the costs are incurred to transform, restructure and run the
service. This results in income being deferred and released as the Group continues to deliver against its abligation to provide services and
sotutions to its customers.

An example, showing the revenue, cost. profit and cash profit of a typical long-term contract lifecycle is as follows:

. Fixed asset Contract e IFRS 15 = Gash
depreciation lifetime profit revenue received
and cantract
fulfilment

. . asset utilisation
Inflection point

£--- Transtormation phase > | <o R cre------s------ BAUphase ------- R R IR

Initial loss . ! Deferred
e ‘ X income

&

@ Operating model : Target
= at service ¢ operating :
& ‘ Operating costs
- commencement pa | maodel pe 9
N ~
—— e ey Time .

Higher level of uncertainty in lifetime profitakility Reduced level of uncertainty in lifetime profitability

'W Significant accounting judgements, estimates and assumptions

Due to the size and complexity of same of the Group's contracts, there are significant judgements to be applied, specifically in assessing: (i) the
recoverability of contract fulfiiment assets; and (i} the completeness of the customer and onerous contracl provisions, These judgements are
dependent on assessing the contract's future profitability and give rise to a key source of estimation uncertainty. It is possible that outcomes
within the next financial year may be different from management's assumptions and could require a material adjustment ta the carrying
amounts of contract assets and onerous contract provisions.

it should be noted that while management must make judgements in relation ta applying the revenue recognition policy and recagnition of
related balance sheet items (trade receivabies: deferred income; and accrued income), these are not considered significant judgements (refer
ta note 2.2 for the Group's policies).
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Section 2 Hesuils for the year continusd
2.4 Condract accounting continued

Assessing contract profitability

In assessing a contract’s fulure lifetime profitability, management must estimate forecast revenue and costs to both transform and run the
service over the remaining contract term. The ability to accurately forecast the cutcomes involves estimates in respect of: costs 10 be incurred;
cost savings to be achieved; impact of inflation: future performance against any coniract-specific key performance indicators (KPIs) that could
trigger variable consideration or service credits: and the outcome of any commercial negotiations.

The level of uncertainty in the estimated future profitabiity of & contract is directly related to the stage of the life-cycle of the contract and the

complexity of the performance obligations. Contracts in the transformation stage and pre-inflection stages are considered to have a higher level

of uncertainty because of:

< the ability to accurately estimate the costs to deliver the transformed process;

= the dependency on the customer 1o agree to the specifics of the transfermation: for example, where they are invalved in certifying that the
new process or the new technical solution designed by Capita meets their specific requirements: and

+ the assumptions made to forecast expected savings in the target operating model.

Those contracts which are post-inflection and in BAU stage tend to have a much lower tevel of uncertainty in estimating future profitability.

Recoverability of contract {ultitment assets and completeness of onerous contract provisions

Management first assesses whether the contract assets are impaired and then further considers whether an onerous contract exists. For half
and full year reporting, the Audit and Risk Committee specifically reviews the material judgements and estimates, and the overall approach in
respect of the Group's major contracts, including comparison against previous forecasts. Major contracis include those that are material in size
or risk to the Group’s results. An assessment of which contracts are major contracts is performed twice a year, and to enable comparability the
prior pericd balances below are re-presentad to reflect the same scope as the current period. Other cantracts are reported to the Audit and Risk
Committee as deemed appropriate. These contracts are collectively referred to as ‘major contracts’ in the remainder of this note.

The major contracts cantribuied £1.4 billion (2021: £1.3 billion) or 49% (2021: 47%) of Group adjusted revenue. Non-current contract fulfilment
assets at 31 December 2022 were £263.0m, of which £106.3m (2021: £118.6m) relates to major contracts with ongoing transformational
activities. The remainder relates to contracts post transformation and includes non-major contracts.

The major contracts, both pre- and post-transformation. are rated according to their financial risk profile, which is linked {o the level of
uncertainty over future assumptions. For those that are in the high and medium rated risk categories the associated non-current contract
fulfilmemt assets ware, in aggregate, £40.4m at 31 December 2022 (2021: £41.9m). The recoverabilty of these assets is dependent on no
significant adverse change in the key contract assumptions arising during the next financial year. The balance of deferred income associated
with these contracts was £116.5m at 31 December 2022 (2021: £126.6m) and is forecast to be recognised as performance obligations continue
to be delivered over the life of the respective contracts. Onerous contract provisions associated with these contracts were £42.5m at

31 December 2022 (2021: £39.5m).

Following thase reviews, and reviews of smailer contracts across the business, as outlined in note 3.1.3, contract fulfilment asset impairments
of £3.8m (2021: £7.3m) were identified and recognised within cost of sales, of which £0.5m (2021: £nil) relates to contract fulfilment assets
added during the pericd, and net onerous contract provisions of £1.7m (2021: £32.0m) were identified and recognised in cost of sales. As
discussed in note 1, the adoption of the amendment to I1AS 37 resulted in additional onerous contract provisions being required, as well as
contract asset impairments. On adoption of the amended standard the cumulative effect was recognised as an opening balance adjustment to
retained eamings.

Given the quantum of the relevant contract assets and liabllities, and the nature of the estimates noted above, management has concluded that
it is reasonably possible, that outcomes within the next financial year may be different fram management's current assumptions and could
require a material adjustment to the carrying amounts of contract assets and onerous contract provisions. However, as noted above, £106.3m
of nan-gurrent contract fulliment assets relates to major contracts with ongoing transformational activities: and, £40.4m of non-contract
fulfiiment assets and £42.5m of onerous contract provisions relate to the highest and medium rated risk category. Due ta the level of
uncerainty, combination of variables and timing across numerous contracts, it is not practical to provide a quantitative analysis of the
aggregated judgements that are applied, and management do not believe that disclosing a potential range of outcomes on a consolidated basis
would provide meaningful information to a user of the tinancial statements. Due to commercial sensitivities. the Group does not specifically
disclose the amounts involved in any individual contract.

Certain major transformation contracts have key milestones during the nexl twelve months and an inability to meet these key milestones could
lead to reduced profitabiiity and a risk of impairment of the associated contract assets. These contracts include Royal Navy training and TiL
Read User Charging.

Additional information, which does not form part of these consolidated financial statements, on the results and performance of the underlying
divisions including the outlook on certain contracts is set out in the divisional perfarmance review.
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2.2 Revonue inclfing segmeantal revenue

@ Accounting policies

Revenue
The Group generates revenue largely in the UK and Europe. The Group operates a diverse range of businesses and accordingly applies a
variety of methads for revenue recognition, based cn the principles set out in IFRS 14.

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

Ravenue is recognised either when the performance obligation in the cantract has been performed (‘peint-in-time’ recognition) or "over time' as
control of the performance obligation is transferred to the customer,

Far all contracts, the Group delermines if the arrangement with a customer creates enforceable rights and obligations, This assessment results
in certain Master Service Agreements (MSA} or Frameworks not meeting the definition of a contract under IFRS 15 and as such the individual
cali-off agreements, linked to the MSA, are treated as individual centracts.

The Group enters inta contracts which contain extension periods, where eithar the customer or both partias can choose 10 extend the centract
or there is an automatic annual renewal, and/or termination clauses that could impact the actual duration of the contract. Judgement is applied
to assess the impact that these clauses have when determining the appropriaie contract tetm, The term of the contract impacts both the period
over which revenue from performance obligations may be recognised and the periad over which contract fulfilment assets and capitalised costs
to obtain a contract are expensed.

For cantracts with muitiple components to be delivered such as transformatian, transitions and the delivery of outsourced services,
managemenl applies judgement to consider whather those promised goods and services are:

(iy distinct — to be accounted for as separate performance obligations;

(i) not distinct — to be combined with other promised goods or services until a bundle is identifiad that is distinct; or,

(iii) part of a series of distinct goods and services that are substantially the same and have the same pattern of transfer to the custemer.

Al a contract’s inception the total transaction price is estimated, being the amount to which the Group expects to be entitled and has rights to
under the contract, This inciudes an assessment of any variable consideration where the Group’s performance may result in additional
revenues based on the achievemant of agreed KPls. Such amounts are only included based on the expected vatue, or the most likely outcome
method, and only to the extent that it is highly probable that no revenue reversal will occur,

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

Once the total transaction price is determined, the Group allocates this to the identified performance obligations in propartion ta their relative
standalone selling prices and recognises revenue when {or while) those performance obligations are satisfied.

The Group infrequently sells standard products with observable standalone prices due to the specialised services required by custfomers.
consequently the Group applies judgement to determine an appropriate standalone selling price. More frequently. the Group sells customers
bespoke solutions, and in these cases the Group typically uses the expected cost-plus margin or a cantractually stated price approach to
estimate the standalone selling price of each performance cbligation.

The Group 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 total transaction price to be allocated across all
performance obligations unless it relates to only one performance obligation in a contract,

For each performance obligation to be recognised over time, the Group applies & revenue recognition methad that faithtully depicts the Group’s
performance in transferring control of the goods or services to the customer. This decision requires assessment of the real nature of the goods
or services that the Group has promised to transfer o the customer. The Group applies the relevant output or input methed consistently to
similar performance obligations in other contracts.

When using the output method, the Group recognises revenue on the basis of direct measurements of the value to the customer of the goods
and services transferred to date relative to the remaining goods and services under the contract. This is a faithful depiction of the transfer of
services since the service delivered to the customer is unchanged. Where the cutput method is used. in particular for long-term service
contracts whare the senes guidance is applied. the Group often uses a method of time elapsed which requires minimal estimation. Certain
long-term contracts use output methods based upon estimations of: user numbers: service activity levels; or fees collected.

When transfer of control 1s most closely aligned to Group efforts in delivering the service. the input method is used to measure progress and
revenue is recognised in direct proportion to costs incurred. This is a faithfud depiction of the transfer of services because costs (or other inputs)
most accurately reflect the incremental benefits received by the customer fram efforts to date.

If performance obligations in a contract do not meet the over time criteria, the Group recognises revenue at a point-in-time when the service or
good is delivered.

Confract modifications

The Group’s contracts are often amended for changas in contract specifications and requirements. Contract modffications exist when the
amendment either creates new, or changes existing. enfarceable rights and obligations. The effect of a contract madification on the transaction
price and the Group's measure of progress for the performance obligation to which it relates, is recognised as an adjustment to revenue in one
of the following ways:

a) prospactively as an additional separate contract;

b} prospectively as a termination of the existing contract and creation of a new contract:

c) as part of the original contract using a cumulative catch up: or,

d) as a combination of (b) and {¢).

In respect of contracts for which the Group has decided there is a series of distinct 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 performance obligations.

The facts and circumstances of any contract modification are considered individually because the types of medifications will vary contract by
contract and may result in different accounting outcomes.,
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Judgement is appiied in relation to the accounting for such madifications where the final terms or lagal contracts have not been agreed prior to
the period end because management needs to determine if a modification has been approved and if it either creates naw, or changes existing,
enforceable rights and obligations of the parties. Depending upon the outcome of such negetiations, the timing and amount of revenue
recognised may be different in the relevant accounting periods. Modification and amendments to contracis are undertaken through an agreed
farmal process. For example, if a change in scope has been approved but the correspanding change in price is still being negotiated,
management uses judgement to estimate the change In total transaction price. Importantly, any variable consideration is only recognised to the
extent that it is highly probable that no revenue reversal will accur. For example, if pricing is subject to indexation based on an external metric
(such as CPi or RPI} then the revenue related 1o the indexation will only be recognised ance the relevant indexation is confirmed. Future
indexation will nat be recognised because it is not highly probable that a signiticant reversal of an indexation adjustment will not accur.

Principal varsus agent

The Group has arrangements with some of its customers whereby it needs to determine if it acts as a principal or an agent bacause more than
one party is involved in providing the goods and services to the customer. The Group is a principal if it controls & promised goed or service
before transferring that good or service to the customer. The Group is an agent if its role is to arrange for another entity to provide the goods or
services. Factors considersd in making this assessment are most notably: the discretion the Group has in establishing the price fer the
specified goad or service; whether the Group has inventory risk; and whether or not the Group is primarlly responsible for fulfilling the promise
to deliver the service or good.

This assessment of contral requires judgement particularly in relation to certain service contracts. An example is the provision of certain
recruitment and leaming services where the Group may be assessed to be agent or principal dependent upon the facts and circumstances of
the arrangement and the nature of the services being delivered.

Whare the Group is acting as & principal, revenue is recorded on a gross basis, Where the Group is acting as an agent, revenug is recorded on
a net basis, recognising only the commission or fee earned as revenue.

Licences
Software licences delivered by the Group can either be right o access (active) or right to use (passive) Iicences, which determines the timing of
revenue recagnition, The assessment of whether a licence is active or passive invelves judgement.

The key determinant of an active licence is whether or not the Group is required to undertake continuing activities that significantly affect the
licensed intellectual praperty {or the customer has a reasonabfe expectation that it will do sa) and the customer is. therefore, exposed to
positive {or negative) impacts resulting from those changes. Where the Group is responsible for any maintenance. continuing suppon. updates
and upgrades. and accordingly the sale of the initial software is not distinct. All other licences which have significant standalone functionality
are treated as passive licences.

When software upgrades are sold as part of the software licence agreement {ie software upgrades are promised 16 the customer). the Group
applies judgement to assess whether the software upgrades are distinet from the licence {ie a separate performange obligation). If the
upgrades are consicered fundamental to the ongoing use of the software by the customer, the upgrades are not considered distinct and not
accounted for as a separate performance obligation.

For each cantract that includas a separate licence performance obligation, the Group considers all the facts and circumstances in determining
whether the licence revenue is recognised over lime (active) or at a point-in-time {passive) from the go-live daie of the licence.

Deferred and accrued income
The Group's customer contracts include a diverse range of payment schedules dependent upon the nature and type of goods and/or services

being provided. This can include performance-based payments or progress payments as well as regular monthly or quarterly payments for
ongaing service delivery. Payments for transactional goods and services may be at delivery date, in arrears or part payment in advance. The
long-term service contracts tend to have higher cash flows early in the contract fo cover transformational activities.

Where payments received are grealer Ihan the revenue recognised up to the reporting date, the Group recognises a deferred income contract
liability tor this difference. Where payments received jess than the revenue recognised up to the reporting date. the Group recognises an
accrued contract income asset for this difterence.

At each reporting date. the Group assesses whether there is any indication that accrued contract income assets may be impaired by
considering whether or not any revenue reversat could occur. Where an indicator of impairment exists, the Group makes a formal estimate of
the asset's racoverable amount. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and
is written down to its recoverable amount.

Contract types

The Group disaggregales revenue from contracts with customers by contract type, because management believe this best depicts how the
nature, amount, timing. and uncerainty of the Group's revenue and cash flows are affected by economic factors. Categories are: long-term
contractual - greater than two years; short-tarm contractual — less than two years; and transactional. The years being measured from the

service commencaemeant date,

Long-term contractual — greater than two years

The Group provides a range of services in the majority of ils reportable segments under contracts with a duration of more than two years. The
nature of contracts or perfarmance obligations within this revenue type includes:

(il long-term cutsourced service arrangements in the public and private sectors: and

(i} active software licence arrangements.

The majority of long-term contractual agreements form part of a series of distinct goods and services because they are substantially the same
service: and have the same pattern of transfer. since the series constitules services provided in distinet time increments {eg daily. monthly,
guarterly or annually). and therefore treats the series as one performance obligation.

Short-term contractual — less than two years

The nature of contracts or performance obligations withmn this revenue type includes:
(i) short-term outsourced service arrangements in the public and private sectors: and
(i) software maintenance contracts.
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The Group has assessed that maintenance and support {ie on-call support, remote support) for software licences is a parformance obligation
that can be considered capable of being distinct and separatety identifiable in a contract if the customer has a passive licence. These recurring
services are substantially the same because the nature of the promise is for the Group to 'stand ready’ to perform maintenance and support

when required by the customer, Each day of ‘standing ready’ is distinct from each subsequent day and is transferred in the same pattern to the
customer.

Transactional {point-in-time) contracts
The Group delivers a range of goods or services in all reportable segments that are transactionat services for which revenue is recognised at
the point-in-time when centrel of the goods or services has transferred to the customer. This may be at the point of physical delivery of goods or

services and acceplance by the customer or when the customer obtains control of an asset or sarvice in a contract with customer-specified
acceptance crileria,

The nature of contracts or performance obligations within this revenue type includas:
(i provision of IT hardware goods;

(i) passive software licence agreements;

(iii) commission received as agent from the sale of third-party software; and

{iv) fees received in relation to the delivery of professional services.
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2.2 Bevenue inchuding segmental reventie continued

2.2.1 Segmental revenue

The Group’s operations are managed separately according to the nature of the services provided, with each segment representing a strategic
business division offering a different package of client outcomes across the markets the Group serves. Capita plc is a reconciling item and not
an operating segment. A description of the service provision for each segment can be found in the strateqic report on pages 16 to 25.

The tables below present revenue for the Group's business segments as reported to the Chief Qperating Decision Maker. The Group
comprises two core trading divisions - Capita Public Service and Capita Experience - and a third division - Capita Portfelio - which comprises
non-core businesses that the Group intends o exit in due course. Gomparative information has been re-presented to reflect businesses exited
during 2022,

Adjusted revenue, excluding resulis from businesses exited in both years (adjusting items), was £2,845.8m (2021: £2.777.8m), an increase of
2.4% (2021 increase 0.1%).

Capita
Yaar ended S‘:?\:’;ilci: Expe?lgﬂiég Po%tz;g:itg CE‘:;‘I: ad]uTs(::jl Adiu;;lr?‘g repgg:;l
31 Decembar 2022 Noteg £ £m £m £m Fm £m £m
Continuing operations
Long-term contractual 1,157.3 986.2 33.1 —_ 2,176.6 59.6 2,236.2
Short-term contractual 236.7 150.0 7.7 — 424.4 70.4 494.8
Transactional (point-in-time;) 51.3 14.5 179.0 — 244.8 38.8 283.6
Total segment revenue 1,4453 1,150.7 249.8 _— 2,845.8 168.8 3,014.8
Trading revenue 1,487.5 1,180.9 334.2 —_ 3,0126 —_ 3,012.6
Inter-segment revenue (42.2) {40.2) (84.4) — {166.8) — {166.8)
Total adjusted segment
revenue 1,445.3 1,150.7 249.8 — 2,845.8 — 2,845.8
Business exits — trading 2.8 —_ 333 135.5 —_ — 168.8 168.8
Total segment revenue 1,445.3 1,184.0 385.3 — 2,845.8 168.8 3,014.6
Year ended
31 December 2021 (Re-presented)’
Continuing operations
Long-term contractual 1,115.3 g82.2 38.5 — 2.136.0 188.2 2,325.2
Short-term centractual 2111 152.7 42.9 —_ 406.7 127.7 5344
Transactional {point-in-time) 84.0 8.0 1451 — 23541 87.8 322.9
Total segment revenue 1.410.4 1,140.9 226.5 —_ 2,777.8 404.7 3,182.5
Trading revenue 1,443.5 1.226.9 265.4 e 2,935.8 —_ 2,935.8
Inter-segment revenusa (33.1) (86.0) {38.9) — (158.0) — (158.0)
Total adjusted segment
revenua 1.410.4 1.140.¢ 226.5 e 2,777.8 — 27778
Business exits — trading 2.8 — 43.9 360.8 e o 404.7 404.7
Total segment revenue 1.410.4 1,184.8 587.3 — 2.777.8 404.7 31825

1. The 2021 comparative figures have bean ra-présanted fo reflecl the recalegarisation of certamn contracts betwaen cantract types {lang-term cantrastual. short-term contractual and
transactional (paintn-tima)) following a review in 2022,

Geographical location
The tabie below presents revenue by gecgraphical location.

2022 2021

United United
Kingdom Other Total Kingdom Other Total
£m £m £m £m £m £m

Revenue 2,718.6 296.0 3,014.6 2.882.4 300.1 3,182.5
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2.2.2 Order book

The tables below show the order book for each division. categorised into long-term contractual (contracts with length greater than two years}
and short-term centractual (contracts with length less than two years). The length of the contract is calculated from the start of the service
commencement date. The figures represent the aggregate amount of currently contracted transaction price ailocated to the performance
obligations that are unsatisfied or partially unsatisfied. Revenue expected to be recognised upon satisfaction of these performance obligations
is as follows:

Capit

Pzglita: Capita Capita Capita
Order book Sarvice Experience Parfolic plc Total
41 December 2022 €m £t £m £m £m
Long-term contractual 2,916.7 2,465.3 201.8 —_— 5,583.9
Short-term contractual 68.3 61.4 91.6 — 221.3
Total 2,985.0 2,526.7 293.5 —— 5,805.2

Capita

Public Capra Capita Capita
Order book Service Expenence Parttalio plc Total
31 Dacember 20271 £m £m £m £m £m {
Long-term contractual 3172.8 2.170.0 4171 — 5759.9
Short-term contractual 113.5 101.8 140.2 —_— 3b5.5
Total 3.286.3 2,271.8 557.3 — 6,115.4

The table below shows the expected timing of revenue ta be recognised on long-term contractual orders at 31 Dacember 2022:

gag:}: Capita Capita Capita
Time bands of expected revenue recagnition Service Experience Partfolio plc Total
fram long-term contractual orders £m £m £m £m £m
< 1 year 843.3 708.3 252 —_ 1,576.8
1-5 years 1,417.0 1,489.8 62.6 — 2,969.4
= 5 years 656.4 267.2 11441 _ 1,037.7
Total 2,916.7 2,465.3 201.9 —_ 5,583.9

Prior year comparative information is not presented far the expected timing of revenue recognition because it is a forward looking disclasure
and therefore management daes not believe that such disclosure provides meaningful information to a user of the consclidated financial
statements,

The order book represents the consideration that the Group will be entitled to receive from customers when the Group salisties its remaining
performance obiigations under the confracts. However, the total revenue that will be earmed by the Group will also include non-contracted
volumetric revenue, future indexation hnked to an external matric, new wins. scope changes, and anticipated contract extensions. These
elements have been exciuded from the above tables because they are not contracted. Additionally. revenue from contract extensions is
exciuded fram the order book unless they are pre-priced extensions whereby the Group has a legally hinding obligation to deliver the
perdormance obligations during the extension period. The total revenue related to pre-priced extensions included in the tables above amounted
to £577.0m (2021: £665.0m). The amounts presented do not include orders for which neither party has performed, and each party has the
unilateral right to terminate a wholly unperformed contract without compensating the other party.

Ot the £5.6 billion {2021: £5.8 billicn) revenue to be earned on kong-term contracts, £4.2 biflion {2021: £4.3 billion) relates 10 major contracts.
This armount excludes revenue that will be derived from frameworks (fransactional ‘point-in-time’ contracts), non-contracted volumetric revenue.
nan-contracted scope changes and future unfareseen volume changes from these major centracts. which together are anticipated to contribute
an additional £0.7 billion {2021: £2.3 hillion) of revenue to the Group aver the life of these conracts.

The Group performs various services for a number of UK Government ministerial departments and considers these individuat ministerial
departments to be separate customers due to the limiled economic integration between each ministerial department. No single custamer
makes up more than 10% of the Group's revenues.

2.2.3 Deterred income
The Group's defarred income balances solely relate to revenue from contracts with customers. Revenue recognised in the reporting period that
was included in the deferred income balance at the beginning of the period was £831.4m (2021 £941.1m).

Mavements in the deferred income balances were driven by transactions entered into by the Group within the normal course of business during
the year {2021: other than the accelerated revenue recognised of £23.1m on early termination of contracts in Capita Experience and agreed
reduchion in scope on a confract in Capita Public Service).
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7.2 Qperating profit
2.3.1 ltems charged/(credited) to reported operating profit

2022 2021

Notes £m £m

Depreciation of property. plant and equipment 3.2 40.9 48.6
Depreciation of right-of-use assets 3.5 56.0 68.2
Impairment of property, plant and equipment 3.2 4.7 1.9
{Reversal of impairment)/impairment of right-of-use assets 3.5 2.7) 13.3
Amortisation of intangible assets 33 a1.5 57.7
Impairment of intangible assets 3.3 5.9 58.7
Impairment of goodwill 3.4 169.0 16.1
impairment of disposal group assets held-for-sale 2.8 —_ 441
Loss on sale of property. plant and equipment and intangibles 2.10.1 A5 0.7
Foreign exchange differences 6.9 (0.2)
Contract fulfilment asset utilisation, impairment and derecognition 3.1.3 85.7 107.8
Contract termination gains e 4.7)
The net of: accelerated deferred income unwind, and contract fulfilment asset utilisation —— (7.5)
Onerous contract pravisions (net of additions and releases) 1.7 32.0

Contract fulfilment asset utilisation, impairment and derecognition: the Group continually monitors and reviews its major contracts to
identify any indicators of impairment of contract fulfiment assets. During the year. management has recognised an impairment against costs
capitalised as contract fulfilment assets totalling £3.8m (2021: £7.3m) in cost of sales.

Contract termination gains: customer contracts usually contain provisions to compensate the Group for exit costs and future profits in the
event of early termination. There were no in-year customer contract terminations for customer convenience that led 1o associated exit fees
being earned by Capita (2021: £4.7m in Capita Experience) and recorded as income during the year.

The net of: accelerated deferred income unwind and contract fulfilment asset utilisation: during 2022 the Group recognised no gains or
losses (2021: gain £7.5m) related to the net of accelerated deferred income unwinds and contract fulfilment asset utilisation. In 2021 the gains
primarily related to a contract in Capita Experience where a contract was terminated earlier than planned and the agreed reduction in scope of
a contract in Capita Public Service.

Onerous contract provisions: during 2022 the Group recognised a net lass of £1.7m related ta onerous contract provisions (refer to note 3.6)
it Capita Expernence (2021: £32.0m loss related 1o contracts in Capita Experience).

2.3.2 Fees payable to auditors
The amounts included in the table below relate to fees payable 1o KPMG LLP and its associates:

2022 2021
£m £m

Audit and audit-related services
The audit of the Parent Company and the Greup's consolidated financial statements 5.1 51
The audit of the financial statements of the Group's subsidiary companies i0 1.9
Total audit and audit-related services 6.1 7.0

Non-audit services

Other assurance services 1.6 1.5
Total non-audit services 1.6 1.5
Total audit and non-audit services 7.7 8.5

The non-audit fees in respect of 2022 related to the review of interim resuits, and services as reparting accouniant for the disposal of Pay360
Limited. In respect of 2021. the non-audit fees relatad to the review of interim results, and services as reporting accountant for the disposal of
AXELOS Limited.
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@ Accounting policies

IAS 1 permits an entity to present additional information far specific items to enable users to better assess the entity's financial performance.

The Beard has adapted a policy to disclose separately those items that it considers are outside the underlying operating results for the
particular year under review and against which the Group's performance is assessed internally. In the Board’s judgement, these need to be
disclosed separately by virtue of their nature. size and/or incidence, for users of the consolidated financial statements to obtain an
understanding of the financial information and the underlying in-year performance of the Group, Accordingly, these items are also excluded
from the discussion of divisional performance in the strategic reporl. This palicy is kept under review by the Board and the Audit and Risk
Committee and is discussed in the committee’s report on pages 80 to 88. The Board considers alternative performance measures (APMs) 1o be
helpful to the reader, but notes that APMs have certain limitations, including the exclusion of significant recurring items, and may not be diractly
comparable with similarly titled measures presented by other companies.

From 1 January 2022, the Board has limited the items excluded from the adjusted resuits to: business exits; amortisation and impairment of
acquired intangibles: impairment of goodwill; and. certain mark-lo-market valuation changes that impact net finance expensef/income; because
the adjusted rmetrics provide a more representative measure of the underlying performance of the business post completion of the Group-wide
transformation.

In prior years, the Board excluded cther items fram the adjusted results because they were material and required separate disctosure for users
of the financial statements to obtain a proper understanding of the financial information and the underlying performance of the business. These
items included: significant restructuring: contract-related provisions and impairments; and, certain litigation and claims.

The comparatives have been re-presented on the same basis, with significant restructunng (£147.5m). certain litigation and claims (credit
£2.3m) and contract related provisions and impairments (£43.1m) now included within adjusted results for the year ended 31 December 2021,

The items below are excluded from the adjusted results: Qperating Profit/(loss)
profiti{loss) hefore tax

2021 202t

2022 £m 2022 £m

Naoles £m  (Re-presanted’) £m (Re-preserted®)

Reported (79.6) 186.6) 61.4 2856
Amertisation and impairment of acquired intangibles 3.3 5.1 7.7 5.1 7.7
impairment of goodwill 3.4 169.0 11.5 169.0 1.5
Net finance (income)/costs 4.3 — —_ (3.4) 1.4
Business exits 2.8 8.4 (10.3) (158.3) (429.0)
Adjusted 1029 (77.7) 73.8 {122.8)

1. Adjusted operating profit mcreased by 232,42, (2023 increasad 26.6%) and adjusted proht before tax increased by 160 172 42021, ncreased 15 1%). Adjusted operating profit of £102,.9m
{2021 loss £77.7m) was genarated on adjusted revenue of £2.8458m (2021: £2 777.8m) resuiting in an adjusted cperating margin of 3.6% (2021 {2,8)%).

2. The tax credit on adjusted profit befors tax 1s £31.8m (2021 £4.0m charge) resulting in adiustad profit after tax of £105.6m {2621 £128.8m loss).

3. The adjusted operating loss and adjusted loss before tax fur 2021 have been re-presented for the impact of business exits during 2022 and the chango in adjusting items This has resulted
in adjusted opgrating prafit decraasing from £132.1m to a lass of £77.7m and adjustad profit before {ax dacraasing fram £33.5m to a logs of £122.8m.

. 2021 adjusted results have bagn re-presentad - please rafer to further detaill above.

=

Amortisation and impairment of acquired intangible assets: ihe Group recognised acquired intangible amortisation of £3.1m {2021. £7.7m)
and imparment of £nil (2021: £nil}. These charges aie excluded from the adjusted results of the Group because they are non-cash itsms
generated from historical acquisition related activity.

Impairment of goodwill: the Group carries on its balance shaet significant balances related to goodwill. Goodwill is subjsct to annual
impairment testing and any impairment charges are reparted separately because they are non-cash iterns generated from hislarical acquisition
related activity,

Net finance costs: net finance costs excluded from adjusted profits relate to movements in the mark-to-market value of forward foreign
exchange contracts 1o cover anticipated future costs and therefore have no equivalent offselting transaction in the accounting records. also
refer to note 4,2.2,

Business exits: the trading result of businesses exited. ar in the process of being exited. and the gain or loss on disposals are excluded from
the Group's adjusted results to enable comparability of the Group's adjusted results. Individual businesses within the Portfolio Division will be
treated as held-for-sale (and therefore a business exit) when the disposal is highly probable and expected to complete within twelve months of
the balance sheet date,



Financial Notes to the Capita plc
statements consolidated Annual Report 2022

financial statements

Saotinn 2 Results for the vear confinued
2.5 Segmontal information

The Group's operations are managed separately according 10 the nature of the sarvices provided, with @ach segment representing a strategic
business division offering a different package of client outcomes across the markets the Group serves. Capita ple is a reconciling item and not
an operating segment. A description of the services provided by each segment can be found in the strategic report on pagesi6 1o 25.

The tabies below present profit for the Group's business segments. For segmental reporting, the costs of the central functions have been
allocated to the segments using appropriate drivers such as adjusted revenue, adjusted profit or headcount. Comparative infarmation has bean
re-presented to reflect businesses exited during 2022 and the change in definition of what the Board excludes from adjusted results (refer to
note 2.4).

Information on segmental revenue can be found in nete 2.2,

Sﬁ‘l:l:g Capita Capita Capita Total Adjusting Total

31 December 2022 Notes i e B 2 s T
Adjusted operating profit 2.4 915 38.5 16.2 (43.3) 102.9 —_ 102.9
Business exiis — trading 2.8 —_ 4.3 10.4 _ — 14.7 14.7
Total trading result 91.5 42.8 26.6 {43.3) 102.9 14.7 117.6
Non-trading items:

Business exits — non-trading 2.8 - {23.1) (23.1)

Other adjusting items 2.4 —_ {174.1) (174.1)
Operating profit/(foss) 102.9 {182.5) (79.6)
Interest income 8.9
Interest expense {40.6)
Share of results in associates
and investment gains 5.8
Gain cn business disposal 166.9
Profit before tax 61.4

Supplementary Information
Depreciation and amortisation 38.5 67.2 19.4 3.3 128.4 10.0 138.4

3.2
Impairment of property, plant 3.3
and equipment, intangible 3.5 — 7.7 _ (0.2) 7.5 0.4 7.9
assets and right-of-use assets
Contract fulfilment assets
utifisation, impairment and 3.1.3 67.2 16.3 0.8 —_ 84.3 1.4 85.7

derecognition
Cnerous contract provisions 23 —_ 1.7 — —_ 1.7 e 1.7
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tat information continusd

2.5 magmay

Cant
Filkj:‘i'l: Capita Capita Capita Tatal Adjusung Total
Year ended Sernce Expanence Porttolio ple adjusted itams reponted
31 December 2021 Notes £m £m em £m €m £m £
i Re-presanted’ I
Adjusted operating profit 2.4 3.2 8.9 (0.13 (179.7) (77.7) — {77.7)
Business exits - trading 2.8 e 6.9 72.4 — — 79.3 79.3
Total trading result 93.2 15.8 72.3 (179.7) (77. 71 79.3 1.6
Non-trading items:
Business axitg — non-trading 2.8 - (69.0} (69.0)
Other adjusting items 2.4 — (19.2) (19.2)
Operating loss (77.7) (8.9) (86.6}
Interest income 4.7
Interest expanse (51.6)
Share of resufts in assoclates
and investment gains {0.6)
Gain on business dispasal 419.7
Profit before tax 285.6
Supplementary Information
Depraciation and amorisation 3 42.2 78.8 21.8 6.6 149.4 251 174.5
Impairment of property. plant 3:3 .
and equipment, intangible 3.5 33 55 2.6 59.¢ 71.3 2.6 73.9
assels and right-of-use assets
Coniract fulfitment assets
utilisation, impairment and 3.1.3 64.5 21.8 2.0 — 88.3 19.5 107.8
derecognition
Onerous contract provisions 2.3 —_ 32.0 — —_ 320 — 32.0

1. 2021 adyjusted results have bacn re-presented - please refar to note 2 4 for funthar details.

Geographical location
The table below presents the carrying amount of non-current assets (excluding deferred tax. financial assets and employee benefits) by the
geographical location of those assets.

2022 2021

Unlted United
Kingdom Other Total #®ingdarm Otner Total
£m £m Em £ £ £

Nan-current assets 1,320.9 20.6 1,341.5 1.791.3 27.7 1.818.0
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2.6 Tazation
@ Accounting policies

Tax on the profit or loss for year comprises current and deferred tax. Tax is recognised in the income statement except to the extent that it
relates to items recognised direclly in equity or ather comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or substantively
enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided, using the liability meathod, on all temporary differences at the balance sheet date between the tax bases of assels and
lighilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable tempaorary differences except:

where the deferred tax liability arises from the initial racognition of goodwill.

= where the deferred tax liability arises from the initial recognition of an asset or fiability in a transaction that is not a business combination and.
at the time of the transaction. affects neither the accounting profit nor taxable profit or loss; and

in respect of taxable temporary differences asscciated with investments in subsidiaries, associates and interests in jeint ventures, where the
timing of the reversal of the lemporary differences can be centrolied and it is probable that the temporary differences witl not reverse in the

foreseeabte future.

The carrying amount of deferred tax assets is reviewed at each balance sheaet date and reduced to the extent that it is no longer probable that
sufficient taxable profit wili be available to allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset 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.

.

Significant accounting judgements, estimates and assumptions

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and unused tax losses, to the
extent that it is probable that taxable profit will be available against which the deductible temporary differences and the carry-torward of unused
tax assets and unused tax iosses can be utilised, except where the defetred tax asset relating to the deductible temporary differance arises
from the initial recognition of an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable prafit or Joss. This invalves an assessment of when those assets are likely to reverse, and a judgement
as to whether or not there will be sufficient taxable profits available to offset the assets when they do reverse. This requires assumptions
regarding future proftavility and is therefore inherently uncertain. To the extent assumptions regarding future profitability change, there may be
an increase or decrease in the amounts recognised in respect of deferred tax assets as well as in the amounts recognised during the year in

which the change occurs.
Sensitivities and additional information relating to deferred tax assets/liabilities are provided in note 2.6.2.

2.6.1 Income tax credit
There Is a reported income tax credit for the period of £14.6m on reparted profit before tax of £61.4m (2021: reported income tax charge of

£61.5m on reported profit of £285.6m). and an adjusted income tax credit for the pericd of £31.8m on adjusted profit bafore tax of £73.8m
{2021: adjusted tax charge of £4.0m on adjusted loss of £122.8m). The most significant reconciling items, explaining the difference from the
standard UK rate of 192, are changes in the accounting estimate of recognised deferred tax assets, non-taxable profit on disposals and non-
deductible gocdwill impairment,

The forecast future adjusted effective 1ax rate, belore and assuming no material changes to tax laws in the junsdictions in which Capita
operates, is expected to be broadly in line with the UK corporation lax rate, with an increase for taxable profits in higher tax rate jurisdictions.
However, management anticipates that in the short term. the continued divestment programme may impact the future effective tax rate
because the profits of divested businesses fall outside of the assessment of future taxable profits, impacting the recognisable deferred tax
assel assessment,

The major components of income tax charge/credit) are set out balow:

2022 2021

Tatak Ingluded in Mot included in Total Included in Nat included in

reported  adjusted profit  adjusted profit 1eported adjusted profit dadjusted profit

Consolidated income statement m £m Era £m £m £m
Current income tax

Current income tax charge 14.0 12.6 1.4 27.2 {14.5) 41.7

Adjustment in respect of prior years (1.2} {1.2) i 38 3.8 —

Deferred tax

On origination and reversal of temporary differences (36.7} (52.5) 15.8 761 60.3 16.8

Effect of changes in tax rate on deferred tax balances 3.0 3.0 — (38.0) (39.0) —_

Adjustment in respect of prior years 6.3 6.3 — {6.6) (6.8) —_

Total (12.6) (31.8) 17.2 615 40 57.5
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2 R
2022 2021
Consolidated statement af comprebensive income and consolidated statement of changes in equity £m £m
Current income tax movement on cash flow hedges —_ {(2.0)
Deferred tax movement on cash flow hedges 1.6 0.2)
Deferred tax movement in refation to actuarial changas on defined benefit pension schemes 5.2 32.2
Current income tax movement on defined banefit pension scheme contributions (7.2} {11.5)
Effect of rate change on deferrad tax on defined benefit pension schemes — (2.6)
Current income tax deduction on the exercise of share options —— (0.4}
(0.4) 15.5

The reconciliation between the total tax charge/(credit) and the accounting profit multiplied by the UK corporation tax rate is as follows:

Total tax Current tax
2022 2021 2022 2021
£m £m £m £m
Profit before tax fram continuing aperations 61.4 285.6 61.4 2856
Notional charge at UK corporation tax rate of 19% 1.7 54.3 1.7 54.3
Adjustmerts in respect of current income tax of prior years a (1.2} 38 {1.2) 3.8
Adjustments in respect of deferred tax of prior years b 6.3 (6.6) — -—
Non-deductible expense/(non-taxable income) — adjusted c (2.3) 3.7 (2.3 3.7
Non-deductible expenses — business exit d* 2.3 1.5 2.3 1.5
Non-taxable income — specific items _— (1.1) —_ (1.1}
Profit on disposal of business a* (31.6) (51.7) {31.6) (51.7)
Non-deductible goodwill impairment f 32.0 11.4 32.0 1.4
Difference in rate recognition of temporary differences 31 {39.0) — —_
Tax provided on unremitted earnings o] 1.3 11 — 3.2
Attributable to different tax rates in overseas jurisdictions h 0.5 (0.1) 0.5 (0.1)
Movement in deferred tax unrecognised note 2.6.2  (36.7) 84.2 — e
Fixed asset timing differences e — 6.8 {2.0)
Current tax impact on other timing differences s — (6.4} 0.2
Carry faorward/{utilisation) of losses in current period i — — 1.0 7.8
At the effective total 1ax rate of (23.8)% (2021: 21.5%) and the effective current tax rate
of 20.8% (20211 10.9%) i {14.8) 61.5 i2.8 31.0
Tax (credit)/charge reporied in the income statement (14.6) 615 12.8 31.0

*  These £2.7m 12021: £(33.3)m) of recanciling items relata to reponed tax charge only with no impact on the adjusted tax charge. Further details are given {*) below.

The £1.2m prior year cradt adjustment includes. (1) a £1.2m release of uncertain tax peshons due to the relevant antity being put mto liguidatan: (1) a £6.3m credits which have a
carresponding 1mipact within daferred tax of prior years and (i} a €6.0m cradit to adpust for finalsation of submitted tax returns.

Adjustments in regpact of deferied lax of prior years mainly relate 10 £6.3m of charges which have a corresponding impact within current income idx of prigr years.

Relates mamnly to a ono-6ff tax deduction tnggered due to the adaphon of 1AS 37, Reter 10 scchion 1 fyr further details,

Business ext: ralates to nen-daductizle closure costs assocrated with the sale of entities. Refer to note 2.8 for further details.

Relates to the applicaton of the tax exempuon on accounting profis fram the sale of entihes. Aafer ta nate 2 8.1 for further detasls,

Relatas to the intangitle asset impairments as detaited further in rote 3.4

Mavernentn the dafarred tax hability recognised on the unremitted earrings of those suos:dianes alfeated by withholding taxes.

Relates to the difference batween tax payable at higher rates in India apd South Afrca. ano tax payable at [Swer rates ir other trading junsdict ons (Poland, Isie of Man and LAE)
Ralates to the (utilsatonycarry faraard of tax Iessas dunng the current penoed,

The current fax charge of £12.8m (2021 £31.0mM] resulls in an alfective current tax rate of 20.8%, wh.ch s &ifzrert from the UK statutory rats af tax of 19% predominanily dus 10 tax
impact of nan-taxahle profits from disposals of businessas. ner-daductibic goodwl irparment and losses camed ‘arward. The impact of differing averseas tax rates 1s mimmal and
caverad In lootnate 1h)

o

T - Twm o oac o
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2.6 Taxation conidinued

2.6.2 Deferred tax
A change to the main UK corporation tax rate was suhstantively enacted on 24 May 2021, The rate applicable from 1 April 2023 increases from

19% to 25%. The net UK deferred tax assets for the period to 31 December 2022, and the prior period. have been calculated based on this
rate.

Deferred tax relates to the foliowing:
Credited/{charged) to

At Income chzgg!egr;g Qther At
1 January statement equity movements? 31 December
&m £m £m Lm £m
Deferred tax assets
Fixed assets which gualify for tax relief 77.3 12.2 —_ 1.3 90.8
Deferred income (0.1} 1.2 —_ (1.1) —_
Provisions and other timing differences 14.7 (3.7) (1.6) 1.1 10.5
Fension schemes 18.8 (8.7) {5.2) _ 59
Share-based payments 3.5 (0.4) — (2.1) 1.3
Tax losses! 63.3 272 — 9.1 81.4
178.8 27.8 (6.8) (9.9) 189.9
Jurisdictional netting (2.8) (0.4)
Net deferred ax assets 176.0 27.8 {6.8) (9.9) 189.5
Deferred tax liabilities
Acquired intangibles (0.7) 0.5 —_— —_ {0.2)
Cantract fulfilment assets (4.4) 0.4 — 1.8 (2.2)
Unremitted earnings (3.6) (1.3) — —_ (4.9)
{8.7) (0.4) — 1.8 {7.3)
Jurisdictional netting 2.8 0.4
MNet deferred tax liabilities (5.9) (0.4) — 1.8 {6.9)
Net deferred tax 170.1 27.4 {6.8) (8.1) 182.6

1. Mainly trading losses available to shelter futura profits and deferred interest.
2. Othar movemenis includes business disposals.

The main movements in the nat deferred tax asset are due to the income statement tax credit arising on the change in the accounting estimate
of deferred tax, the deferred tax charge to other comprehensive income {OCI) and ncome statement on the defined benefit pension scheme
surplus recognised for accounting purposes, and the deferred tax assets disposed of on the sale of subsidiaries,

For the purpose of recognising deferred tax on the pension scheme surplus. withholding tax at 35% would apply for any surplus being refunded
to the Group at the end of the life of the scheme. Carporation tax at 25% would apply for any surplus expected to unwind over the life of the
scheme. Management have conciuded that the corporation tax rate should apply to the recognition of deferred tax on the pension scheme
surplus, reflecting the Group's intention regarding the manner of recovery of the asset.

Deferred tax assets are recognised only 1o the extent that it is probable that future taxable profits will be available against which the assets can
be utilised. The recoverability of deferred tax assets is supported by the deferred tax liabilities against which the reversal can be offset and the
expected level of future profits in the countries concerned.

The recognition of deferred lax assets for 2022 has been based on the forecast accounting profits in the 2023-2025 business plans (BP)
approved by the Board. This is the same plan used to derive forecast cash flows for the goadwill impairment test, per note 3.4. A long-term
growth rate of 2.2%, as used for impairment test purposes, has been applied to years beyond 2025, A reducing prebability factor has also been
applied to future profits for the patential decrease in reliability of forecasts extrapolated for later years. such that profits beyond seven years of
the halance sheet date have hot been considered prabable for the purpose of assessing deferred tax asset recognition.

Historic tax lasses make up the majority of lhe deferred lax asset. These losses mainly arose due to the adoption of IFRS 15, Covid-19 related
downward pressures on the profits and tax deductible restructuring costs in previous years. Based on the above adjusted forecasts,
management have concluded that an additional deferred tax asset should be recegnised this year. The impact of this is an adjustment to
recognise additional deferred tax assets of £36.7m. This is net of £16.7m change in the deferred tax asset estimate due to the reduction in
future taxable profits on disposal of taxable subsidiaries, reflected in the tax arising on business exils (sae note 2.8).

Deferred tax asset recognition is reliant on the accuracy of management's foracasts and the assumptions that underlie them. Management
have considered the severe but plausible downsides, applied o the base-case projections, to gauge sensitivity and idenlify a reasonable
possible alternative result. This scenaric identified a further potential reduction in recognised deferred tax assets of approximately £17m.
Further disposals, planned as part of the simplification agenda, could also reduce the recognised deferred tax asset in future periods, which
management currently estimate at approximately £41m.

The Group has unrecognised tax losses and other temporary differences that are available for offset against future taxable protis of the
companies in which the losses or other temporary differences aress, but have not been recognised because their recoverability is uncentain.
The table below shows the amounts splif between UK and non-UK jurisdictions.
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2.8 Tawation confinued

2022 2021

£m £m
Gross Gross
Amount Amount
At 31 December
UK:
Tax losses 332.7 498.0
Other temporary timing differences 113.9 99.7
446.6 597.7
Non-UK:
Tax losses 60.8 44.9
Other temparary timing differences 11.6 14.8
724 59.7
Total 519.0 657.4

Assets have no time expiry, but some losses are subject to specific loss restriction rules. £39.9m (2021: £50.7m) of the losses were incurred by
companies acquirad by the Group and are not a result of the Group’s trading performance.

Dividends received from subsidiaries are largely exempt from UK tax but may be subject to dividend withholding taxes levied by the overseas
tax jurisdictions in which the subsidiaries operate. The gross temporary differences of those subsidiaries affected by such potential taxes is
£58.4m (2021: £42.8m). A deferred income tax lhability of £4.9m (2021: £3.6m) has been recognised on the unremitted earnings of those
subsidiaries affected by such potential taxes because the Group is able to cantral the timing of reversal and it is anticipating dividends to be
distributed. The earnings remitled during the year have resulted in a reducticn in the closing deferred tax hability.

2.6.3 Uncertain tax positions

The Graup files income tax returns in several jurisdictions and some of those returns are open to, or subject to, tax authority audits or
examinations. Tax returns contain matters that could be subject to differing interpretations of applicable tax taws and regulations and the
resolution of tax positions, through negotiations with relevant fax authorities or through litigation, can take several years, Tax uncertainties are
assessed throughaout the year and specifically at the year-end with any associated provisions recognised considering the specific
circumstances aof each risk, including the merits of technical aspects, previcus experience with tax authorities, recent tax law and if relevant.
external specialist advice. The Group applies judgement in quantifying uncertainties over income tax treatments in accordance with this criteria.

Income tax receivable of £8.9m at 31 December 2022 is net of a £2.9m (2021: £4.1m) liability in refation to uncertain tax positions. The Group
released £1.2m (2021: £1.7m ) of uncertain tax positions during 2022 relating to tax risks which are no langer considered likely to arise, due ta
the relevant entity being put intc liquidation. The release is disclosed as a cusrent income tax prior year adjustment.

Expiry of statute of fimitations, or conclusion of tax audits could result in a further release of the provision in the next financial year. While it is
difficult to pradict the ultimate outcome in some cases, and there are a range of different outcomes, the Group does not currently anticipate that
there will be any material impact on the Group's financial position or results of operations during the next financial year.

2.6.4 Global minimum tax

In December 2021, the OECD released the Pillar Il global minimum tax draft legislative framework which ultimately seeks to introduce a global
minimum corporation tax rate of 15%. Faollowing consultation the UK Gavernment has proposed that Piliar I will first apply to accounting
periods beginning on or after 31 December 2023, but at the time of signing these financial statements no tax jurisdiction Capita operates in had
enacted or substantively enacted laws to implemenrt the Pillar |l framework.

As disclosed in our Respansible Taxation report, which can be found in the Responsible Business area of the Capita website, Capita has
minimal profits arising in jurisdictions with a low tax rate. A high level impact assessment of a potential top-up tax, chargeable in respect of
profits in jurisdictions which have an effective tax rate lower than 15%, suggests that Capita may be subject to some top-up tax due to a trading
legal entity in the Isle of Man which has a statutory corporate tax rate lower than 15%. There has been a lack of Pillar 1l legislative progress
globally, with the UK only having draft legislation currently available. As such. Capita is unable to determine the impact of the framework with
any degree of certainty.

Capita is committed to paying its fair share of tax in all jurisdictions. As a censcientious taxpayer. Capita will continue to monitor the legislative
progress in all the junsdictions it operates in.

2.6.5 Capita's responsible approach to taxation

Capita has an apen and pasitive working refationship with HMRC, has a designated customer compliance manager, and is committed to
prompt disclosure and transparency in all dealings with HMRC and overseas tax authorities. The Group does not have a complex tax structure,
nor does it pursue aggressive tax avoidance activities. The Group has a low-risk rating from HMRC, re-assessed in 2021, and has been
awarded the Fair Tax Mark for its tax disclosures from 2018 to 2021. The Group has operations in a number of countries outside the UK. All
Capita operations outside the UK are trading operations and pay the appropriate local taxes on these activities. Further detait. regarding
Capita's tax strategy can be found on the Pohcies & Principles area of the Capita website (https:/www.capila.com/our-company/about-capita/
policies-and-principles).

Capita contributed £153.2m (2021: £162.3m ) in taxes from its UK operations during 2022. This consisted of a net repayment of £2.6m {2021:
net repayment of £0.5m) of UK carporation tax; £15.0m {2021: £18.1m} incurred in irrecoverable VAT £124.8m (2021: £125.5m) in employer
national insurance contributions (NIC): and £16.0m (2021: £19.83m) In other levies including business rates, import duties, the apprenticeship
levy and environmental taxes. Additionally, the Group's 2022 UK VAT payments were £315.1m (2021: £318.7m}. A further £14.9m VAT was
remitted in 2022, which was VAT deferred from 2020 under HMRC's Covid-19 deferral scheme: The Group also collected £272.8m (2021
£287.8m) of Capita UK employee payroll taxes (PAYE and NIC). Capita entities in cverseas jurisdictions paid £8.5m (2021: £15.0m)
corporation tax, which mainly covers corporate income tax on local profits.
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2.7 Emnings/ioss) par share
@ Accounting policies

Basic earnings/(loss) per share are calculated by dividing net profit for the period attributable to ordinary equity holders of the Parent Company
by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings/(loss) per share are calculated by dividing the net prafit for the period attributable to ordinary equity holders of the Parent
Company by the weaighted average number of ordinary shares outstanding during the year plus the weighted average number of ordinary
shares that would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares.

2022 2021
Cantinuing Total Continuing Total
operations operations oparations operations

P P 3 3

Basic earnings/{loss} per share - reported 4.47 4.47 13.33 13.52

- adjusted ! 6.20 6.20 (7.74) (7.7
Diluted earnings/(loss) per share — reported 4.40 4.40 13.15 13.33
— adjusted ' 6.09 6.09 (7.74) (7.74)

1. 2021 adjusted results have been re-presented, Please refer ta note 2.4 for turthar detalls.

The following tables show the earnings and share data used in the basic and diluted earmings/(loss) per share calculations:

2022 2021
Cantinuing Totat Continuing Tatal
operations aperations oparations aperations

£fm £m £€m £m
Reponed profit before tax for the period 61.4 61.4 285.6 288.7
Incorne tax credit/(charge) 2.6 14.6 14.6 (61.5} (61.5)
Reported profit for the period 76.0 76.0 2241 P27.2
Less: Non-controlling inlerest {1.2) (1.2) {2.5) (2.5)
Total profit attributable to shareholders 74.8 74.8 221.6 224.7
Adjusted profit/(loss) before tax for the period ! 2.4 73.8 73.8 (122.8) {122.8)
Income 1ax credit/(charge) 2.6.1 31.8 3.8 {4.0) (4.0
Adjusted profit/(loss) for the period | 105.6 105.6 (126.8) {126.8)
Less: Non-contralling interest (2.0} {2.0) {1.9) (1.9
Adjusted profit/{loss) attributable o shareholders ' 103.6 103.6 (128.7) (128.7)

1. 2021 adiusted resuits have been re-presented. Please reter ta nate 2.4 for furthar delaits,

2022 2021

m m

Weighted average number of ordinary shares {excluding trust and treasury shares) for basic earnings per share 1,671.7 1,661.9
Dilutive patential ardinary shares:

Empleyee share opticns 30.0 23.9

Waeighted average number of ordinary shares (excluding trust and treasury shares) adjusted for the effect of dilution 1,701.7 1.685.8

The earnings per share figures are calculated based on earnings attributable to ordinary equity holders of the Parent Company, and therefore
exclude non-controlling interest. The earmings per share is calculated on a total reported and an adjusted basis. The eamings per share for
business exits and specific items are reconciling items between total reported and adjusted earnings per share,

There have baen na other transactions invalving ordinary shares or potential ordinary shares between lhe reparting date and the date on which
these consofidated financial statements were authorised for issue.
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.8 Business exlis and aunsels held-or-s
@ Accounting policies

Business exits
Business exits are businesses that have been sold, exited during the period, or are in the process of being sold or exited in accordance with the

Group's strategy. None of these business exits meet the definition of ‘discontinued operations’ as stipulated by IFRS 5, which requires
comparative financial information to be restated where the relative size of a disposal or business closure is significant, which is normally
understaod to mean a reported segmeant.

However, the trading result of these businesses, non-trading expenses, and any gain/loss on dispasal, have been excluded from adjusted
results. To enable a like-for-like comparison of adjusted results, the 2021 comparatives have been re-presented to exclude the businesses
classified as business exits during 2022.

Assets held-for-sale

The Group classifies a non-current asset (or disposa! group) as held-for-sale if its carrying amount will be recovered principally through a sale

transaction rather than continued use. For this to be the case, the asset {or disposal group) must be available for immediate sale in iis present
condition subject only to terms that are usual and custarnary for sales of such assets (or disposal groups) and its sale must be highly probable.
For the sale to be highly probable, the appropriate tevel of management must be committed to a plan to sell the asset (or disposal group), and
an active programme to locate a buyer and complete the plan must have been initiated. Further, the asset {or disposal group) must be actively
marketed for sale at a price that is reasonable in relation 10 its current fair value, and. the sale should be expected to be completed within one

year from the date of classification.

Based on the above reguirements. individual businesses within the Portfolio Division will cnly reach the criteria to be treated as held-for-sake
when their disposal is seen to be highly prohable, and expected to complate within the following twelve months. At 31 December 2022 no
disposals were desmed to have mat this threshold. At 31 December 2021, the disposals of three businesses (AMT Sybex software. Secure
Solutions and Services (SSS), and Speciality Insurance) were deemed to have met this threshold.

2022 business exits
Business exits at 31 December 2022 primarily comprised:

Business Disposal completed an

AMT Sybex 1 January 2022
Secure Solutions and Services 3 January 2022
Trustmarque 31 March 2022
Speciality Insurance 29 April 2022
Real estate and infrastructure consultancy 22 September 2022
QOptima Legal Services 30 November 2022
Pay360 1 December 2022

Capita Translation and Interpreting 29 December 2022

Further disposals are planned as part of the simplification aganda. Since these disposals did not meet the definition of business exits or assels
held-for-sale at 31 December 2022, their trading results were included within adjusted results. However, exit cosls related to those disposals.
which include professionat fees, salary costs and separation planning costs. are included within business exit non-trading administrative
axpenses,

2022 2021

Trading Non-trading Total Trading Non-trading Total

Income statement impact £m £m £m e€m £rm <
Revenue 168.8 — 168.8 4047 — 404.7
Cost of sales {135.3) — {135.3) (269.00 — (269.0)
Gross profit 335 _— 335 135.7 — 135.7
Administrative expenses {18.8) (23.1) {41.9) (56.4) (69.0) (125.4)
Operating profit/(loss) 14.7 (23.1) (8.4) 79.3 (69.0) 10.3
Net finance costs (0.2) —_ (0.2) {0.7) {0.3) 1.0
Gain on business disposal — 166.9 166.9 — 4187 418.7
Protit before tax 14.5 143.8 158.3 78.6 350.4 429.0
Taxation {2.8) {14.7) {17.5) (16.1) (43.0) (59.1)
Profit after tax 11.7 129.1 140.8 62.5 307.4 369.9

Trading revenue and costs represent the current period trading performance of the above businesses up 16 the point of being disposed or
exited, and in the comparative those businesses disposed of during 2021 (ESS, Life Insurance and Pensions Servicing business in Ireland. and
the AXELQS joint venture with the UK Government), Trading expenses primarily comprise payroll costs of £96.9m (2021: £217.6m) and
information technology costs of £23.2m {2021: £65.2m).

Included within non-trading administrative expenses is £nil (2021: £8.3m) of amortisation of acquired intangibles which, in accordance with the
Group’s pelicy. were excluded from the Group's adjusted resulls and have been reclassified to business exits because they relate to
businesses sold or being exited. Other non-trading administrative expenses include: asset impairments of £nil (2021: £53.1m): disposal project
costs of £14.4m (2021: £8.9m); other costs including staff and redundancy costs of £8.7m {2021: £4.7m): and, other income of £nil (2021*
£7.0m).
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Saction 2: Results for the year coaiinued
2 Business exils and assels held for saie continued

2.8.1 Disposals

During 2022 the Group disposed of eight businesses: AMT Sybex, Secure Solutions and Services, Trustmarque, Speciality Insurance, Real
estate and infrastructure consultancy, Optima Legal Services, Pay360 and Capita Translation and Interpreting. During 2021 the Group
disposed of three husinesses: ESS, Life Insurance and Pensions Servicing business in Ireland and AXELOS.

The assets and liabilities disposed of and the related gain on dispasal are as follows: 2022; 20224_;
Property. plant and equipment 0.2 0.2
Intangible assets 20.4 20.0
Goodwill 178.3 65.7
Right-of-use assets 0.2 —_
Income tax recoverable and deferred tax assets 76 -
Contract fulfilment assets 28 0.1
Trade and other receivables 136.6 2.6
Cash and cash equivalents 55.9 8.2
Disposal group assets held-for-sale 143.0 120.2
Trade and other payables {127.0) (6.7}
Deferred income (38.5) 2.9)
Lease liabilities {¢.3) —
Deterred consideration payable —_— (22.8)
Loans payable’ _ (26.0)
Capita group loan balances {102.3) {27.2)
Income tax payatile and deferred tax labilities (0.7} (4.3)
Provisians (0.4} —
Disposal group liabilities hetd-for-sate {135.4) (57.5)
Net identifiable assets sold 140.3 69.6
Non-controlling interasts (0.3) (3.4)
140.0 66.2
Sales price:
received in cash 330.0 508.6
deferred receivanle 10.5 —
Less: disposal costs (33.3) {25.5)
Net sales price 307.2 483.1
Realisation of cumulative currency translation difference (0.3) 2.8
Gain on business disposals 166.9 418.7
Net cash inflow
Proceeds received 330.0 508.6
Less disposai Costs:
income statemant charge (33.3) {25.5)
change in accrued disposal costs during the year 9.9 —
Settlement of receivables due from disposed subsidiaries:
disposal of subsidiaries in the period 102.3 27.2
disposal of subsidiaries classified as held-for-sale 54,5 —
Total proceeds received net of disposal costs paid 463 4 510.3
Total cash helg by subsidiaries when sold
Cash held by subsidiaries whan sold {55.9) (8.2)
Cash held by subsidiaries classified as held-for-zale (19.6) {17.7)
Total cash held by subsidiaries when sold (75.5) {25.9)
Net cash inflow 387.% 484.4

1. The lsan payable repregants an interast hearing loan payabls by AXELOS Limitad to HM Government in cannaction with a dividend payable by this company. Tha loan s subject ta interest
at B%pa and was setlled on completion of the disposal on 29 July 2021,

Disposal costs of £7.1m, relating to businesses disposed of in the year, were recognised in prior years and are excluded from the above gain
on business disposals.
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Section 2 Hesaits for the vear conhinuad
w8 Basinous exiis and asseis held for sple sontaund

As part of the disposal of Trustmarque to One Equity Partners in March 2022, Capita entered into a five year agreement committing to procure
a sufficient amount of the Group's T and technology requirements through Trustmarque as a reseller of such services ta enable Trustmarque
to realise a specified level of gross profits over the peariod of that agreement. The price paid for these purchases will be equivalent to that paid
by other customers of Trustmargue. and the Group expecis o have sufficient demand lo meet the commitment. Il is currently eshmated that the
total expenditure with Trustmarque under this agreement over the five year period will be approximately £300m of which less than 25% is
expected to be capital in nature.

During 2022. management identified that the net assets of a business held-for-sale at 31 December 2021 and used to assess for impairment
were incorrectly determined when comparing to the expected net disposal proceeds. This resulted in an overstatement of a goodwill impairmeant
charge recognised within business exits (£19.0m) and consequently, an understatement of assets held-for-sale at 31 December 2021, This
error did not impact the adjusted results of the Group.

Management has considered IAS 8 Accounting Palicies. Changes in Accounting Estimates and Errors and concluded that the impact of this
arrar is not deemead material since it would not influence the economic decisions of primary users of the conselidated financial statements, not
least because the business has been disposed of in the current period, and therefore. the correction of the impairment has been recognised in
the current period within the gain on business disposal.

2.8.2 Disposal group assets and liabilities held-for-sale

Disposal group assets and liabilities held-for-sale at 31 December 2021 comprised the AMT Sybex, Secure Solutions and Services and
Speciality insurance businesses, whose disposals were completed during the first half of 2022. Al 31 December 2022, no disposals were
deemed to have met the threshold to be treated as held-for-sale.

2022 2021

£m im

Propeny, plant and equipment - 0.4
Intangible assets _ 14.4
Gaoadwill —_ 44.2
Cantract fuifilment assetg —_ 32.8
Trade and other receivables — 10.7
Accrued income e 5.1
Prepayments — 5.2
Cash and cash equivalents — 15.8
Inceme tax receivable and deferred tax assets —_ 10.4
Disposal group assets held-for-sale —_ 138.8
Trade and other payables —_ 1.8
Other taxes and social security —_ 1.8
Accruals — 3.4
Deferred income — 69.8
Income tax payable and deferred tax liabilities _ 2.3
Provisions —_ 2.4
Disposal group liabilities held-for-sale — 81.1

Business exit cash flows
Businesses exited and being exited had a cash generated from operations inflow of £2.9m (2021: cash inflow of £43.1m).

B T A e

Capita completed the disposal of its Asset Services businesses, including Capita Financial Managers Limited (CFM). to the Link Group on
3 Movember 2017. The disposal met the definition of a discontinued operation as stipulated by IFRS 5.

In 2021 the income of £3.1m related Lo a reduction in provisions following reassessments of the likely future costs to be incurred by the Group.
No further material mavements in provisions related to the dispasal of the Asset Services business are anticipated.

The earnings per share impact from discontinued cperations is nit p (2021: 0.19p} on basic earnings per share and nil p (2021: 0.18p) on
diluted earnings per share.
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2000 Cash tlow nformation
@ Accounting policies

Cash and short-term depaosits in the balance sheet comprise cash at bank and in-hand and short-term deposits with an original maturity of three
manths ar less. In the consolidated cash flow statement. cash and cash equivalents cansist of cash and shon-term depasits net of outstanding
bank overdrafts and include cash and overdrafts within disposal group assets and liabilities held-for-sale. Cash at bank garms interest at fixed
and floating rates based on prevailing bank deposit rates.

2.10.1 Additional cash flow infarmation

2022 2022 2021 2001
Rastatad’ HAestared:
Before
business Betore
Reported exits Reported  business exits
MNotes m £m £m £m
Cash flows from operating activities:
Reported operating loss 2.4 {79.6) {79.6) (86.8) (86.6)
Less: business exit operating toss/(profit) 2.8 e 8.4 — (10.3)
Total operating loss {79.6) (71.2) (86.6) (96.9)
Adjustments for non-cash items:
Depreciation 3.2,35 96.9 96.7 1171 115,7
Arnortisation of intangible asseis 3.3 M5 36.8 57.7 41,4
Share-based payment expense 5.1 5.4 54 1.2 1.2
Employee benefits 52 9.0 9.0 89 8.9
Loss on sale of property, plant and equipment and intangible assets 2.3 3.5 35 0.7 0.7
Amendments and early terminations of leases {4.7) {4.7) —_ —
Impairment of dispcsal group assets —_ — 44.1 —_
Impairment of non-current assets 176.9 176.5 90.0 B82.8
Other adjustments:
Movement in provisions {42.1) {47.9) 21.9 36.2
Pension deficit contributions {38.6) {30.0) {155.5) (73.6)
Cther contributions into pension schemes {10.0) {10.0) (8.4) (8.4)
Movements in working capital:
Trade and other receivables (41.0) 18.6 (5.2) (10.0)
Nor-recourse trade receivabtes financing 28.0 28.0 (5.7) {5.7)
Trade and other payabies 84.8 259 17.0 20.6
VAT deferral (14.9) {14.9) (104.1) {104.1)
Deferred income (116.0) (124.2) (116.9) (62.9)
Contract fulfilment assets (non-current) 18.7 19.0 (24.7) {55.6)
Cash generated from/{used by) operations 117.8 116.5 (148.5) (109.7)
Adjustments for free cash flows:
Income tax paid (7.9) (6.5) (17.7) (17.7)
Net interest paid (38.0) (37.4) {40.1) (40.0)
Net cash inflows/(outflow) from operating activities .9 72.6 (206.3) {167.4)
Purchase of property, plant and equipment 3.2 (20.6) {16.8) {25.6) (18.7)
Purchase of intangible assets 3.3 (27.3) (27.3) (32.5) (32.5)
Proceeds from sale of property, plant and equipment and intangble assets 0.5 0.5 0.1 e
Free cash flow' 24.5 25.0 (264.3) (218.6)

. Definthons of the alternative performance measures and relatad KPIs can be found in section 8.2,

2. The 2021 cash flow has bean restated 1o include £27.2m of cash, received from the purchasers of subsidiaras when sold to settle intar-company balances, within investing activihes, which
were praviousty included within the aperating activities. This results in an mcrease n net cash flow fram investing activities by £27.2m and decrease 1in net cash flows from operatng
aclivities. cash generated from oparations. and frae cash flow by tha same amaunt, There 1S na impact an the reported net movement in cash and cash aquivalents.
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2.10.2 Free cash flow and cash generated from operations (alternative performance measures - refer to section 8.2}

From 1 January 2022. the Board considers free cash flow, and cash gererated from operations before business exits, to be alternative
performance measures because these metrics provide a more representative measure of the sustainable cash flow of the Group.

These measures are analysed bajow:

Cash generated/(used) by

Free cash flow operations

2022 2021 2022 2021

£m &m £m £m

Reported 245 (264.3) 117.8 (148.5)
Business exits (4.1) (36.2) (9.9) (43.1)
Pension deficit contributions (riggered by disposals 8.5 81.9 8.6 81,9
Before bhusiness exits 29.0 (218.6) 1165 (109.7)

A recongciliation of net cash flow to movement in net debt is included in note 2.10.3.

Business exits: thg cash flows of businesses exited, or in the process of being exited, and the proceeds from disposals, are disclosed outside
the adjusted results. The 31 December 2021 resulls have been re-presented for those businesses exited. or in the process of being exited,
during the period from 1 January 2022 to 31 December 2022 to enable comparability of the adjusted results.

Pension deficit contributions triggered by disposals: the Trustee of the Capita Pension and Life Assurance Scheme (the Scheme) has
agreed with the Group to accelerate the payment of future agreed deficit contributions on a pound far peund basis in the event of disposal
proceeds being used to fund mandatory prepayments of debt. During the year, the disposal of the Trustimargue business led to accelerated
deficit contributions of £5.9m being paid info the Scheme {plus up to a further £14.5m in accelerated contributions will be required to be paid by
31 March 2024). In addition, an accelerated deficit contribution of £2,7m was paid into the Scheme during the year as a result of the disposal of
the Axelos business in 2021 {2021: Pension deaficit contributions of £81.9m triggered by: the disposal of the ESS business which lad 1o
accelerated deficit contributions of £50.2m: and the disposal of the Parking Eye business in 2018, where actual setilement of accelerated deficit
cantributions of £31.7m was deferred until 20213,

2.10.3 Reconciliation of net cash flow to movement in net debt
Overdrafts comprise the aggregate value of overdrawn bank account balances within the Group’s notional interest pooking arrangaments.
These aggregate overdrawn amounts are fully offset by surplus balances within the same arrangaments.

At 31 December 2022, the Group's £288.4m commitled revolving credit facility was undrawn (31 December 2021: £40.0m drawn).

Net debt at Cash flow Non-cash Net debt at
Year ended 31 December 2022 Nate ' Ja"ugrr: mﬂvemeg:: movemeal; # Decemtée":
Cash, cash equivalents and overdrafts 4.54 101.5 75.3 0.4 177.2
Other loan notas 4.5 (1.3) 0.6 — {0.7)
Credit facilities {46.0) 46.0 — —
Privata placement loan notes' 4.5 (512.9) 242.0 (14.6) (285.5)
Cross-currency interest rate swaps' 4.5 28.0 (10.1} 6.9 24.8
Lease liabilihes 4.4 {448.4) 84.4 {33.5) {397.5)
Total net liabilities from financing activities {980.6) 362.9 {41.2) {658.9)
Deferred consideration 4.5 0.7) — - (0.7}
Net debt 411 {879.8) 438.2 {40.8) {482.4)

1 Tha sum of these items aquatas to the fair vatue uf the Graup’s private placement Iaan nate s dab: of £260.7m 2021 £48:4.9m}. Cash flow movement in private placemenl lnan notes
includes both repaymant of private placement lnan notes of £236.8m (2021: £232.3in) and finange arrangément costs o 21n (2021: £1.8m;j.

2 Non-zash movement relates to. the etfect of changes in foreigs exchange on cash: farr value changes or the swaps: amarbsation of loan notes issue costs: amortisaton of the discount on
the eurc debt ard additiors and terminatans and foreign exchange rate effects on tha Group's leases,

Mat debt at Cash flow Mor-cash Net deit at
Year ended 31 December 2021 Noto 1 e movemens mmmﬂi ¥ Decemﬁ:
Cash, cash equivalents and overdrafts 4.5.4 1411 (43.6) 4.0 101.5
Other loan notes 4.5 {2.3) 1.0 — (1.3)
Credit facilities — 46.0) — (46.0j
Private placement loan notes 4.5 (765.1} 234.2 18.0 (512.9)
Cross-currency interest rate swaps 4.5 57.5 (19.7) {9.8) 28.0
Interest rate swaps 4.5 0.5 — {0.5) -
Lease liabilities® 4.4 (508.1) 106.2 {46.5} (448.4)
Total net liabilities from financing activities (1.217.5) 275.7 (38.8) {980.86)
Deferred consideration 4.5 {0.7) — — (0.7)
Net debt 411 {1,077.1) 232.1 (34.8) (879.8)

4. Cash flow movements in respoct of lease Labliities have baen re-presented to include net interest pard on finrance leases (£23.6m) praviously INcluded within non-cash movement.
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Seclion 3: Operating assels and Habilities

This section shows the operating assets and liabilities used to generate the Group’s trading 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 disclosures about:

3.1 Working capital

3.1.1 Trade and other receivables
3.1.2 Trade and other payables
3.1.3 Contract fulfilment assets
Property, plant and eguipment
Intangible assets

Goodwill

Right-of-use assets

Provisions

Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

Year on Year

2022 2021 moyerman

Naote £m £m £m

Working capital {(current and non-current): 3.1 (439.1) (502.8) 63.7
Trade and other raceivables 3.1.1 446.2 562.8 (116.6)
Trade and other payables 3.1.2 (507.8) {557.6) 50.0
Deferred income 2.1 {640.7) {794.7) 154.0
Cantract fuifitment assets 3.1.3 263.0 286.7 (23.7)
Property, plant and equipment 3.2 1011 128.0 (27.9)
Intangible assets 33 106.0 147.3 (41.3)
Goodwill 3.4 605.9 951.7 (345.8)
Right-of-use assets 35 249.5 287.9 (38.4)
Provisions 3.6 {127.3) (140.6) 13.3

The decrease in trade and other receivables is pnmarily driven by a reduction in trade receivables {(£82.1m), prepayments (£19.4m) and current
contract fulfilment assets (£13.0m). The reduction in trade and other raeceivables is largely a result of the disposal of businesses during the year
(£75.2m), alengside a drive in cash cofiection towards the end of the year. This was offset by an increase in accrued income (£6.9m).

The Group uses non-recourse invoice discounting facilities. with £44_4m of outstanding invoices sold under these facilitties at 31 December
2022 (2021: £16.4m).

The decrease in trade and other payabies was primarily a result of the disposal of businesses during the year (£54.8m) and repayment of VAT
under the Government's VAT deferral scheme (£14.9m). This was ofiset by an increase in cther payables {£6.3mj}.

The decrease in deferred income was a result of the normal reduction in deferred income balances. partially offset by increases from advanced
raceipts and higher activity levels on contracts such as Royal Navy training.

Contract fulfilment assets decreased as a result of additions of £67.1m predominantly in Capita Public Service {£44.2m) on contracts including
TiL Networks and Royal Navy training being offset by a utilisation of £81.5m mainly within Capita Public Service (£67.8m), as well as
impairments of £3.8m primarily in Capita Experience,

Property, plant and equipment decreased due to depreciation of £40.7m being partially offset by £20.6m of additions,

Intangible assets decreasad due to amortisation of £31.7m being partially offset by £27.3m of additions relating primarily to investment in
capitalised software.

Goodwiil decreased primarily as a result of the businesses scld in the year (£178.3m), and impairment of cerain cash generating units in the
Capita Portfclio division (£169.0m).

The decrease in provisions of £13.3m during the year was praedominantly due to new provisions totalling £66.2m. with the largest increases
being additional customer contract provisions (£20.6m) and business exit provisions (£25.0m). beaing offset by releases and utilisations totalling
£97.9m.
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3.1.1 Trade and other receivables

@ Accounting policies

Trade receivables: Trade receivables are initially recognised at cost (being the same as fair value) and subsequently at amortised cost less
any provision for impairment, to ensure the amounts recognised represent their recoverable amount.

Impairment: For trade receivables, the Group applies the simplified approach permitted by IFRS 9, resulting in trade recsivables recognised
and carried at original inveoice amount less an aflowance for any uncollectible amounts based on expected credit losses, Where the carrying
amount of an asset exceeds s recoverable amount, the asset is considered impaired and is writtan down to its racoverable amaunt.

The Group monitors the level of trade receivables on a monthly basis, continually assessing the risk of default by any counterparty. Each
customer has an external credit score which determines the level of credit provided.

Derecognition: A financial asset (or. where applicable, a part of a financial asset ar part of a group of similar financial assets) is derecognised
(ie removed from the Group’s consalidated balance sheet) when (i) the rights to receive the cash flows from the asset have expired; or, {ii) the
Group has transferred its right to receive cash flows from the asset or has assumed an obligation to pay the received ¢ash fiows in full without
material delay to a third party under a ‘pass-through’ arrangement; and either (a) the Group has transferred substantially all the risk and
rewards of the asset; or, {b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset. but has
transferred control of the asset.

Trade receivables that are sold without recourse are deracognised at the point of sale when the risks and rewards of the receivables have been
fully transferred.

Accrued income: Accrued income in relation to contract assets is recognised when payments received from customers are tess than the
revenue recognised by the reporting date.

Current Non-current

2022 2021 2022 2021

£m €m £m €m

Trade receivables 149.9 232.0 — —
Other receivabies! 32.6 43.4 5.8 4.0
Cutrent contract fulfiiment assets® 10.7 23.7 — —
Accrued income 179.1 169.5 — 2.7
Prepayments 58.1 78.5 10.0 9.0
430.4 5471 15.8 15.7

1. Other receivables Includes £0.4m {2021 £1.6m) of accruad mierest on crass-cunency iINterast tate swaps,
2. Refer to note 3.1.3 for non-current contract fulfiment assats,

Trade receivables are non-interest bearing and are generally on 30-day terms.

The Group’s accrued income balances solely relate to ravenue from contracts with customers. Movements in the accrued income balances
were driven by transactions entered into by the Group in the normal course of business dunng the vear.

Movements in the loss allowance made against receivables were as follows:

2022 2021

Em £m
At 1 January 19.4 11.3
Utilised {4.0) (6.7)
Provided in the year 15.3 15.2
Business disposal (1.0) —
Transfer to disposal group assets held-for-sale — {0.4)

At 31 December 29.7 19.4
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21 Working cactal continued
There are no customers wha represent more than 10% of the total balance of trade receivables.

2022 2021

Ageing of trade receivables £m £m
Not due 118.5 203.3
Cwverdue by less than three months 26.9 29.8
Qverdue between three and six months 6.3 6.6
Overdue between six and twelve months 9.8 11,4
Overdue more than twelve months 18.0 0.3
Aflowance for doubtful debts (29.7) (19.4)
149.9 232.0

Non-recourse trade receivables facilities
The value of the outstanding invoices sald under non-recourse trade receivable facilities was £44.4m at 31 December 2022 (2021: £16.4m).
The cost of selling such invoices totalling £0.8m (2021: £0.6m) was inciuded in administrative expenses in the consolidated income statement,

3.1.2 Trade and other payables

Current Non-current

2022 2021 2022 2021

£m £m £m £m

Trade payables 134.9 153.7 0.t —
Other payables 32.8 26.7 6.5 6.3
Other taxes and social security B5.6 122.8 6.0 5.0
Accruals 239.2 238.9 2.5 4.1
492.5 542.2 15.1 15.4

Trade payables are non-interest bearing and are settled on terms agreed with the suppliers.
The Group aims to pay its suppliers on lime in accordance with agreed terms,
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3.1.3 Contract fulfilment assets
@ Accounting policies

The Group regularly incurs costs ta deliver its outsourcing services in a more efficient way (often referred to as lransformation’ costs). These
costs may include process mapping and design. system development, project managemant, hardware (generally within the scope of the
Group's accounting policy for property, plant and equipment), software licence costs (generally within the scope of the Group's accounting
policy for intangible assets), recruitment costs and training.

Contract fullilment costs are divided into: {i) costs that give rise to an asset: and {ji) cosls that are expensed as incurred.

When determining the appropriate accounting treatment for such costs, the Group firstly considers any other applicabie standards. If those
other standards prectude capitalisation of a particular cost. then an asset is not recogrised under IFRS 15,

If other standards are not applicable to contract fullilment costs, the Group applies the following criteria which, if met. result in capitalisation of
costs that: (i) directly relate to a contract or to a specifically identifiable anticipated contract: (il) generate or enhance resources that will be used
in satisfying (or in continuing to satisfy) performance obligations in the future: and (i) are expected to be recovered.

The Group has determinad that, where the relevant specific criteria are met, the costs for (i) process mapping and design; [ii) system
development; and (iii) project management; are likely lo qualify to be capilalised as contract fulfilment assets.

The incremental costs of obtaining & contract with a custorner are recognised as a contract fulfiiment asset if the Group expects to recover
them. The Greoup incurs costs such as bid costs, legal fees to draft a contract and sales commissions when it enters into a new contract.

The Group has determined that the following costs may be capitalised as contract fulfilment assets: (i} legal fees to draft a contract after the
Group has been selected as preferred supplier: and (i) sales commissions directly related to winning a specific contract.

Casts incurred prior to selection as preferred supplier are not capitalised but expensed as incurred.

Utilisation: The utilisation charge is included within cost of sales. The Group utilises contract fulfiment assets over the expecled contract
period on & systematic basis that mirrors the pattern in which the Group transfers control of the service to the customer.

Derecognition: A contract fulfilment asset is derecognised either when it 1s disposed of or when no further acenomic banefits are expected to
flow from ils use or disposal.

Impairment: At each reparting date, the Group determings whether or not the contract fulfiment assets are impaired by companng the carrying
amount of the asset with the remaining amount of consideration that the Group expects to receive less the costs that relate to providing

services under the relevant contract. In determining the estimated amount of consideration, the Group uses the same principles as it does to
determine the contract transaction price, except that any constraints used o reduce the fransaction price are removed for the impairment test.

Significant accounting judgements, estimates and assumptions

Judgement is applied by the Group whean 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 ba used to satisfy future performance cbligations and whether
costs are axpected to be recoverable. For example, the Group considers which type of sales commissions are incremental to the cost of
obtaining specific contracts and the point in time when the cosls will be capitalised. See note 2.1 for further information.

Movemants in non-current contract fuffilment assets were as follows':

2022 2021

Em €m

At 1 January 286.7 2948
Impact of change in accounting standards — amendments to 1AS 37¢ (2.4) —
At 1 January 2022 on adoption of 1AS 37 284.3 294.8
Additions 67.1 132.2
Transfer to assets held-for-sale — (32.6)
Disposal 6f business (2.8) (0.1)
Impairment (3.8) {7.3)
Derecognition (0.4) {16.6)
Utilised during the year (81.5) (83.9}
Exchange movemeant G.1 0.2
At 31 December 263.0 286.7

1. Refer to nate 3.1.1 for current contract fulfilment assats.

2. The Group witially applied the ameandmants 13 |AS 37 at 1 January 2022 and the cumuiatve affect of applying the amendmants was recogrised as an openng balance adjusiment to
retained earnings. Rafer ta note 1 for further detads,

Impairment: In 2022, the Group recognised an impairment of £3.8m (2021: £7.3m) in cost of sales. of which. £0.5m (2021: £nil} relates to

contract fuifiiment assets added during the year.

Derecognition: in 2022, £0.4m (2021, £16.6m) was derecognised in refation 1o a contract in Capita Experience where the scope of our
services changed due to termination of contracts and the Group had no further use for the assets. In 2021 the derecagnition primarily refated to
a contract in Capita Public Service due to agread reduction in scope of tha contract and aiso contracts in Capita Experience where the scope of
our services changed due to termination of contracts and the Group had no further use for the assets.
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Section & Operaling assels and liahilities continued

3.2 Property, olant and eguipmsnt
@ Accounting policies

Property, plant and equipment is stated at cost less accumulated depreciation and any impairment in value.

Depreciation: Depreciation is disclosed as an administrative expense in the consolidated income statement, and is calculated on a straight-line
basis over the estimated useful life of the asset, as follows:

+ Freehold buildings and long leasehold property — up to 50 years.

+ Leasehold improvements — period of the lease.

+ Plant and machinery — 3 to 10 years.

Impairment: The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable. |f any such indication exists and where the carrying values exceed the estimated
recoverable amount, the assets are written down to their recoverable amount. The recoverable amount of property, plant and equipment is the
greater of net selling price and value-in-use. In assessing value~-in-use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the assel. For an
assel that does not generate largely independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the
asset belongs. Impairment tosses are disclosed as administrative expenses in the consolidated income statement.

Derecognition: An item of property, pfant and equipment is derecognised on disposal or when no future economic benefits are expected to
arise from the continued use of the asset (retired). Any gain or loss arising on derecognition of the asset, calculated as the difference between
the net disposal proceeds and the carrying value of the asset, is included in the consolidated income statement when the asset is
deracognised.

2022 2621
Leasehold Leasehold
impro\‘:&egﬁi Plant and :mprmi'g;l;eg;% Plant and
buildings machinery Total burldings machinery Total
£m £m £m £m £m £m
Cost
At 1 January 99.6 169.1 268.7 103.3 183.2 296.5
Additions 7.7 12.9 20.6 8.1 17.5 25.6
Disposal of business _ (0.4) (0.4) e (0.8} (0.8)
Disposals - included in adjusted profit (9.1) (7.4) (16.5) 2.3) {10.0) (12.3)
Disposals — included in business exits — —_ — (0.1} (0.4) (0.5)
Transfer to assets held-for-sale — — e (0.1} {0.6) (0.7)
Reclassifications 1.3 (1.8) {0.5) e (1.9) (1.9)
Asset retirements {3.7) (27.9) (31.6) (8.9) {25.8) (34.7)
Exchange movement 0.2 20 2.2 (0.4) (2.1) (2.5)
At 31 December 96.0 146.5 242.5 99.6 169.1 268.7
Depreciation and impairment
At 1 January 40.5 99.2 139.7 41.6 97.7 138.3
Imgact‘of change in accounting standards — amendments to
1AS 37 —_ 0.5 0.5 — —_ —
At 1 January 2022 on adoption of [AS 37 40.5 99.7 140.2 41.6 7.7 139.3
Depreciation charged in the year - included in adjusted profit 101 30.6 40.7 9.3 38.2 47.5
Depreciation charged in the year - included in business axits —_ 0.2 0.2 0.1 1.0 1.1
Disposal of business — {0.2) (0.2) — (0.8) {0.6)
Disposals — included in adjusted profit {7.3) (6.9) {14.2) (2.0) (9.7) (11.7)
Disposals — included in business exits —_ —_— — (0.1) (0.5) (0.6)
Impairment — included in adjusted profit 2.0 2.7 4.7 0.6 1.3 1.9
Transfer to assets held-for-sale - _ —_ (0.1) (0.2) (0.3)
Reclassifications 0.8 (0.8) —_ — (0.4) (0.4)
Asset retiraments {3.7) {27.9) {31.6) 8.9) (25.8) (34.7)
Exchange movement 0.1 1.5 1.6 —— (1.8) (1.8)
At 31 Dacember 42.5 98.9 141.4 40.5 99.2 138.7
Net book value
At 1 January 59.1 69.9 129.0 B61.7 95.5 157.2
At 31 December 53.5 47.6 101.1 59.1 69.2 128.0

1. The Group mitially applied lhe amendmants to 1AS 37 at 1 January 2022 and the cumulakive efiect of applying the amendments was racagnissd as an apening balance adjustment to
retained eamings. Refer to note 1 for further details.
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Section 3 Operating assels and Hab
A3 Proparty, olast ang aquipiment contmued

At 31 December 2022, amounts contracted for but not provided in the financial statements for the acquisition of property. plant and equipment
amounted to £2.7m (2021: £3.6m), relating to building improvements on leased property.

During the pricr year the Group exited a number of properties and their related leasehold improvement assets were disposed of for no
consideration. Since these exits were part of the Group wide transformation, the related charge was exciuded from adjusted profit. Following
the change in presentation of adjusted results (refer 1o note 2.4) the related charge has been re-presented and included within adjusted profit,

3.3 dangible agsets
@ Accounting policies

Intangible assets acquired separately are capitalised at cost and those identified in a business acquisition are capitalised at fair value at the
date of acquisition. In the case of capitalised software developmant costs, research expenditure is written off to the consofidated income
statement in the period in which it is incurred. Development axpenditure is similarly written off until the Group is satisfied as to the technical.
commercial and finangial viability of individual projects. Where this condition is satisfied, the development expenditure is capitalised and
amortised aver the period during which the Group is expected to benefit.

Following initial recognition, the carrying amount of an intangible asset is its cost less ascumulated amortisation and impairment losses. The
useful lives of intangible assets are assessed to be either finite or indefinite. There were no indefinite-fived assets in 2022 or 2021,

Amortisation: Amontisation is charged on assets with finite lives and is disclosed as an administrative expense in the consclidated incame
statement. The amottisation method used reflects the expected pattern of consurnption of future economic benefits and generally amortised on
a straight-line basis. the amartisation pericds used are as follows:

« Intangible assets acquired in business combinations — 1.5 10 20 years.

+ Intangible assets purchased or internally capitalised — 3 10 20 years.

Impairment: Intangible assets with finite lives are only tested for impairment, either individually or at the cash-generating unit level, where there
15 an indicator of impairment.

Derecognition: Intangibte assets are derecognised upon disposal or when no future economic benefits are expected to arise from the
continued use of the asset (retired). Any gain or loss ansing on derecognition of the asset, calculated as the difference between tha net
disposal proceeds and the carrying value of the asset, is included in the consolidated income statement when the asset is derecognised.

The measurement af intangible assets other than goodwill in a business combination: on the acquisition of a business, the identfiable
intangible assets may include licences, custamer lists and brands. The fair value of these assets is determined by discounting estimated fulure
net cash flows generated by the assel because in most cases no active market for the assets exists and therefore no observable value exists.
The use of different assumptions for the expactations of future cash flows and the discount rate would change the valuation of the imtangibte
assets.

The assessment of costs capitalised as intangible assets to generate future economic benefits: judgement is applied in assessing
whether costs incurred. both internal and external. will generate future economic benefits. Judgements and estimates are applied in
determining the carrying value of the assets, including assumplions made in respect of the status of the programme each asset relates to.
Given the level of judgement and estimation invoived in assessing future cash flows, itis reasonably possible that outcomes within the next
financial year may be different from management's assumptions and require an adjustment to the carrying value of intangible assets.
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3.4 ntanginis assets cantinuad
2022 2021
ntangible Imtangible
assels assets
acquired in Capitalised/ acquired in Capitalised/
bhusiness purchased business purchased
combinations software Total combinations software Taral
£m £m £m £m £m £m
Cost
At 1 January 55.4 2227 278.1 174.3 314.2 488.5
Disposal of business e (33.0) (33.0) (61.3) {7.6) (68.9)
Additons —_ 27,3 27.3 — 32.5 32.5
Qigposals - included in adjusted profit —_ (12.2) (12.2) — {3.0) {3.0)
Disposals ~ included in business exits —_ s —_ — {3.4) (3.4)
Transfer to assets held-for-sale — — — (6.8) (16.4) (23.2)
Reclassifications — 0.5 0.5 —_ 1.9 1.9
Asset retirement (53.1) (11.2) (64.3) {50.3) (94.8) (1451)
Exchange movement 0.7 a.5 1.2 {0.8) (0.7) (1.2}
At 31 December 3.0 194.6 197.6 55.4 222.7 2781
Amortisation and impairment
At 1 January 49.6 B1.2 130.8 135.4 88.7 223.5
Amortisation charged in the year - included in adjusted profit — .7 31.7 — 337 33.7
Amortisation charged in the year - excluded from adjusted profit 5.1 — 5.1 7.7 — 7.7
Amartisation charged in the year - included in business exits —_ 4.7 4.7 9.2 74 16.3
Impairment — included in adjusted profit —_ 5.5 5.5 — 56.1 56.1
Impairment — included in business exits — 0.4 0.4 — 2.6 2.6
Disposal of business e (12.6) {12.6) (48.5) (2.4) (48.9)
Disposals ~ included in adjusted profit —_ {10.5) {10.5) — 2.7) 2.7)
Disposals - included in business exits — —_ —_ — (3.4) (3.4)
Transier to assets held-for-sale e — — (5.7) (3.1) (8.8
Reclassifications — _— — — 0.4 0.4
Asset retirament {53.1) {11.2) (64.3) (50.3) (94.8) (145.1)
Exchange movement Q.7 0.1 0.8 (0.2) (0.4) (0.6)
At 31 December 2.3 89.3 91.6 49.6 81.2 130.8
Net book value
At 1 January 5.8 1415 147.3 38.9 2261 265.0
At 31 December 0.7 105.3 106.0 5.8 141.5 1473

Intangible assets acquired in business combinations include: committed sales (net book value 2022: £0.7m, 2021: £3.3m): and client fists and
relationships {(net book value 2022: £nil. 2021: £2.5m). Intangible assets capitalised or purchased include capitalised software development

{net book value 2022: £90.9m_ 2021: £120.7m) and purchased software (net book value 2022: £14.4m, 2021: £20.8m).

Impairment included in adjusted profit in 2021 includes £53.5m in respect of areas of a new financial reporting system invested in as part of the
finance transformation that are no longer expected to be used. This charge was previously excluded from adjusted profit, however following the
change in presentation of adjusted results (refer to note 2,4) the refated charge has been re-presented and included within adjusted profit.
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e

A4 Goodwill
@ Accounting policies

Following initial recognition, goodwill is stated at cost lass any accumulated impairment losses. Goodwill is reviewed for impairment annually or
more frequently if events or changes in circumstances indicate that the carrying value may be impaired. Googwill arising on acquisitions prior to
31 Decembar 1997 remains sat off directly aganst reserves and does not get recycled through the consolidated income statement.

At the acquisition date, any goodwill acquired is allocated to the cash-generating units (CGU) which are expected to benefit from the
combination’s synergies. Impairment is determined by assessing the recoverable amount of the CGU to which the goodwill relates. Where the
recoverable amount of the CGLU is less than the carrying amount, an impairment toss is recognised. Where goodwill forms part of a CGU and
part of the operation within that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of
the operation when determining the gain or loss on disposal of the operation, Goodwill disposed of in these circumstances is measured on the
basis of the relative values of the operation disposed of and the portion of the CGU retained.

Acquisitions and disposals of non-controlling interests that da not result in a change of control are accounted for as transactions with owners in
their capacity as owners and therefore no goodwill is recognised as a result of such transactions. The adjustmanis to non-controlling interests
are basad on a proponionate amount of the net assets of the subsidiary. Any difference betwesen the price paid or received and the amount by
which non-controlling interests are adjusled is recognised directly in equity and aftributed to the owners of the Parent company.

Prior to the adoption of 1AS 27 (Amended), goodwill was recognised on the acquisition of non-controlling interests in a subsidiary, which
represented the excess of the cost of the additional investment over the carrying amount of the interest in the net assets acquired at the date of
the transaction.

Significant accounting judgements, estimates and assumptions

Measurement and impairment of goodwill: 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 assets and liabilities is based. to a considerable extent, on management's judgement. Allocation of the purchase price affects the
results of the Group bscause finite lived intangible assets are amartised. The Group determines whether goodwill is impaired on an annual
basis, or more frequently if required, and this requires an estimation of the recoverable amount of the CGUs to which the intangible assets are
allocated utilising an estimation of future cash flows and choosing a suitable discount rate.

2022 2021
£m £m
Cost
At 1 January 1,676.8 1.918.5
Disposal of businesses (255.0) {65.7)
Transfer to disposal group assets held-for-sale —_— (177.3)
Exchange movement 1.5 13
At 31 Dacember 1,423.3 1.676.8
Accumulated impairment
At 1 January 725.1 798.0
Disposal of businesses {76.7) —
Transfer to disposal group assets held-for-sale — (89.0)
Impairment - excluded from adjusted profit 169.0 1.5
Impairment — included in business exits —_ 4.6
At 31 December 817.4 725.%

Net book value
At 1 January 9851.7 1.120.5

At 31 December 605.9 951.7
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Section 3: Operaling assais and takilities continued
3.4 Goodwill contivued

Cash-generating units

Reflacting the way management exercises oversight and monitors the Group’s performance, the lowest level at which goodwill is monitored is
at the divisional level for Capita Public Service and Capita Experience, and at a sub-divisional level for Capita Portfolio. At 31 Dacember 2022
the Group has seven GGUs or groups of CGUs for the purpose of impairment testing of goodwill.

In light of the ongoing disposal pracesses within the Capila Portfolio division, the CGUs and groups of CGUs relating to the Capita Portfolio
division have been presentaed in aggregate in the table below, and where relevant in this note. An aggregated disclosure of the carrying value of
goodwill for the Capita Portfolio division with recoverable amount sensitivity disclosed. including the impact on the aggregate impairment

charge recognised, is considered by management te provide meaningful information to the primary users of these consolidated financial
statements.

Carrying amaunt ¢f goodwill aliocated to groups of CGUs:

Capita Public Capita Capita
oGy Servgﬁ Experie rg:ﬁ Portfoél; Togt::
At 1 January 284.6 220.2 446.9 951.7
Business disposals —_ {11.9) (166.4) {178.3)
Impairment — excluded from adjusted profit —_ —_ (169.0) {169.0)
Exchange movement — 1.5 — 1.5
At 31 December 284.6 209.8 11.5 605.9

Business exits

As set outin hote 2.8, eight businesses were fully disposed of during the year. Goodwill relating to three of these businesses had been
rectassified to disposal group assets held-for-safe at 31 December 2021. Goodwill relating to the other disposals is included within the Group's
brought forward goodwill balances as at 1 January 2022, and has either been impaired during the course of the year, or derecognised as part
of business disposals.

No businesses that the Group intends to dispose of in 2023 met the criteria o be treated as held-for-sale at 31 December 2022,

The impairment test

In undertaking the annual impairment review. the directors considerad both internat and external sources of information, and any observable
inclications that may suggest that the carrying value of geodwill may be impaired. This included a comparison with the Group’s share price and
market capitalisation.

The Group's impairment test compares the carrying value of each CGU with its recoverable amount. The recoverable amount of a CGU is the
higher of fair value less cost of disposal. and its value in use, where value in use would typically be the expected cash flows to be generated
from operating the businesses into perpetuily.

At 31 Dacember 2022, no planned dispesals met the threshold to be classidied as held-for-sale (refer to note 2.8). Howaver, the disposai of
businessas aligned to the People, Business Solutions (excluding one smaller business where the disposal process is less advanced). Travel
and Fera CGUs or groups of CGUs in the Capita Portfolio division were sufficiently advanced that the Board’s judgement was that for
impairment testing purposes the value-in-use of these CGUs or groups of CGUs should be determined based on the future cash flows of the
CGUs or groups of CGlUs from continuing use. up fo the estimated date of disposal. plus an estimate of the sale proceeds less cost of dispasal,

At 30 June 2022, a goodwill impairment of £92.5m was recognised in respect of the People and Property groups of CGUs, and at 31 December
2022, a further goodwill impairment of £76.5m was recognised in respect of the People, Travel and Business Sclutions groups of CGUs. The
impairments arose primarily due to the expectation of acquirers factoring in additional investment and costs required 16 run the businesses
outside of the Group, and general macroeconomic conditions. The Property group of CGUs was disposed of in the second half of 2022.

As at 31 December 2022, the estimated recoverable armount of each remaining Group of CGUs exceeded its respective carrying value. The
key inputs to the calculations are described below, including changes in market conditions.

Forecast cash flows
The cash flow projections prepared for the impairment lest are derived from the 2023-2025 business plans (BP) approved by the Boarg.

Global economic uncertaintias continue to iead to increased Judgement being applied. particularly in forecasting future financiat performance.

Other than for movements in deferred income and cortract fulfilment assets, cash flows are adjusted to exclude working capital movements
since the correspaonding balances are not included in the CGU carrying amount.

For ongoing disposals that are sean to be sufficiently advanced, forecast cash flows cover both aperational cash flows up to the expected date
of disposal, as well as the Board's best estimate of expected net proceeds at disposal. Thesa have been derived from management’s latast
financial projections and reflect an assessment of the range of bids currently being considered by the Board. the status of these sale processes
and the time horizon over which these transactions are expected to complete.

Allocation of central function costs

The Board has considerad an appropriate methedology to apply when allocating central function costs. The methodology applied for the 2022
impairment test was aligned to that appHed in reporting segmental performance (refer to note 2.5}. The costs of Capita ple, which have not
been allocated as part of segmental reporiing, are allocated based on 2023 forecast EBITDA,

Long-term growth rate
The long-term growth rale is based on economic growth forecasts by recognised bodies and this has been applied to forecast cash flows for
years four and five (2026 and 2027) and for the terminal period. The 2022 long-term growth rate is 2.2% (2021: 1.7%).
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S Goodwilg continusd

Discount rates
Management estimates discount rates using pre-tax rates of comparator companies for each CGU or group of CGUs, which reflect the latest
market assumptions for the risk-free rate, the equity risk premium and the net cost of debt, and which are all based on publicly available

external sources.
The table below represents the pre-tax discount rates applied to the cash flows for 2022 and 2021,

Capita Porttolia

Capita Public
Service Capita Experience People Software Busineas Solutions Travel Fera
2022 11.8% 10.4% 14.3% 12.1% 12.1% 13.0% 11.2%
2021 13.0% 11.6% 12.4% 12.8% 13.3% 15.7% 11.9%

Sensitivity analysis

The impairment testing as described is raliant on the accuracy of management’s forecasts and the assumptions that underlie them; and on the
selection of the discount and growth rates to be applied. To gauge the sensitivity of the result to a change in any one, or combination of the
assumptions that underlie the model, a number of scenarios were developed to identify the range of reasonably possible alternatives and
measure which CGUs are the most susceptible to an impairment should the assumptions tised be varied.

Sensitivity scenarios applied estimate the additional impairment required (with all other variables being equal) by: an increase in discount rate
of 1%. or a decrease of 1°z in the long-term growth rate (for the terminal period) for the Group in total and each of the CGUSs; or, by the severe
but plausible downsides applied to the base-case projections for assessing going concern and viability, without mitigations, for 2023 to 2025,
and the long-term growth rate {2.2%}) applied to projected cash flows for 2026, 2027, and the terminal period. We have also considered the
impact of all of the scenanos together, which is alsc a reascnable possible alternative.

This sensitivity analysis covers CGUs where the associated husiness' value-in-use has been calculated based on operating the businass into
perpetuity (covering Capita Public Service, Capita Experience, the Portfolio Software pillar, and one smaller business within the Portfolio
Business Solutions pillar where the disposal process is less far advanced). No additional impairmants have been identified under any of these
sensilivity scenarios, including the combination sensitivity scenario, However, for the Portfalio Software group of CGUs it is noted that the key
assumption impacting the impairment test is the forecast EBITDA growth included in the BF {compound annual growth rate over the BP period
in excess of 60%). The forecast EBITDA in 2025 would need to reduce by more than 45% before the group of CGUs recoveratle amount would
be equal to its carrying amount.

For the businesses in the Capita Portfolio division where for impairment testing purposes the value-in-use has been determined based on the
future cash flows of the CGUSs from continuing use up to the estimated date of disposal. plus an estimate of the net sale proceeds (being
businesses aligned to the People, Business Sclutions. Travel and Fera CGLUs or groups of CGUS), assumptions around the expected sale
proceeds are seen to be the only key assumption impacting the impairment test,

While it is the Board's intention to complete these disposals in the short-term. where there are prasently no signed agreements in place with
any counterparty, there are a range of possible outcomes that could occur, and the actual net proceeds received could be materially higher or
lower than those assumed in the impairment assessment. Given the dependence on commercial nagotiations it is not possible 1o quantify a
reasonably possible change in this key assumption, however a change of 10% in the aggregale net proceeds would have materially altered the
impairment charge recognised. The expected sales proceeds are based on the Board's best estimale. based on the knowledge existing at the
time of estimation.
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Section 3: Operating assets and dabiiliisas continued

3.5 Rigintwafuse assets
@ Accounting palicies

At the inception of the lease, the Group recognises a right-of-use asset at cost, which comprises the present vatue of minimum future lease
payments determined at the inception of the lease. Right-of-use assets are depreciated using the straight-line method over the shorter of
astimated life or the lease term. Depreciation is included within administrative expenses in the consolidated incoma statement. Amendment to
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 corresponding
lease Kability, Right-of-use assets are reviewed for impairment when events or changes in circumstances indicate the carrying value may not
be fully recoverable.

Might-of-use assels exdlude leases wilh low values and terms of twelve months or less, These leases are expensed to the consolidated income
statement as incurred.

Praperty  Mator vehicles Equiprent Total
Net Book Value £m £m £m £m
At 1 January 2021 310.0 16.9 15.2 3421
Addition of new leases 18.2 4.2 — 224
Depreciation charged during the year - included in adjusted profit (55.1) {6.5) (6.8) (68.2)
Impairment - in¢cluded in adjustad profit (13.0) e (0.3) (13.3)
Disposal (2.2) — (1.0) (3.2)
Exchange movement (1.7} 0.4 — (1.3)
Other movements 9.4 0.4 (0.4) 8.4
Al 31 Decamber 2021 265.6 154 6.9 287.9
Addition of new leases 12.9 2.4 —_ 15.3
Depreciation charged during the year - included in adjusted profit {45.8) (6.0) {4.2) (56.0)
Reversal of Impairment - included in adjusied profit 2.4 —_ 0.3 2.7
Disposal of business (0.2) — — (9.2)
Disposal (6.3) (1.6) {0.5) (8.4)
Exchange movement 1.4 — — 1.4
Cther movements 7.0 0.4 {0.6) 6.8
At 31 December 2022 237.0 10.6 1.8 249.5

Other movements include amendments to existing leases.
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@ Accounting policies

Provisions are recognised when the Group has a present legal or constructive obligation arising from past events, itis probable that cash will
be paid to settle it, and the amount can be estimated reliably.

If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows by a rate that
reflects current market assessments of the time value of money and the risks specific to the liabiity. The unwinding of the discaunt is
recognised as a financing cost in the cansolidated income statement.

The value of the provision is determined based on assumptions and estmates in relation to the amount, timing and likelihood of actual cash
flows, which are dependent on future events. Where no reliable basis of estimation can be made, no provision is recorded. However, contingent
liahilities disclosures are given when there is a greater than remote probability of outflow of econamic benefits. See note 6.2.

On an ongoing hasis, management monitor pravisions and their accurate estimation when compared to final oulcomes.

Significant accounting judgements, estimates and assumptions

As detailed in note 2.1, in respect of onerous customer contract provisions, due to the level of uncertainty, combination of variables and timing
across Nnumerous contracts, it is not practical to provide a guantitative analysis of the aggregated judgements that are applied, and
management de not believe that disclosing a potential range of outcomes on a consolidated basis would provide meaningful information to a
user of the financial statements. Due to commercial sensitivities. the Group does not specifically disclose the amounts involved in any individual
cantract.

Provisions
The movements in provisions during the year are as follows:

Glaims and Customer
Reastructuning Businass exit It:gatian Property contract Other
Provision pravision provisian RrOVISION Provision £rOVISIONS Total
£m £€m £m £m £m £m £m
At 1 January 25.6 1.5 13.2 9.7 84.7 5.9 140.6
Impact of change in accounting standards —
amendments 10 IAS 37" e — — — 18.8 — 18.8
At 1 January 2022 on adoption of IAS 37 25.6 1.5 13.2 9.7 103.5 5.9 159.4
Reclassification? {25.6) -_ - 21.8 (0.5) 4.3 -
Provisions in the year — 25.0 7.6 7.0 206 6.0 66.2
Releases in the year — (1.2) (1.4} {7.8) {(17.1) {3.7) (31.2)
Utilisation — {14.6) (2.4) {11.7} (33.0) {5.0) (66.7)
Disposal of subsidiaries — _ —_ {0.3) e {0.1) {0.4)
At 31 December — 10,7 17.0 18.7 73.5 7.4 127.3
31 December 2022 31 December 2021
£fm £m

Current 757 126.6

Non-current 51.6 14.0

127.3 140.6

1. The Groug inshally appliad the amandments 12 |AS 37 at 1 January 2022 and the cumulative effect of applying the amendments «as recognised as an apening balance adjusiment to
retained sarmngs. Refar to nate 1 for furthar detads.

2. Following the end of the Group-wade transformaton programme, restructunng provision relatng ta severance ang property casts jncluding unavoidable runring costs such as insurance
sacunty, and dilapidation costs) where properties have been exited as 2 result of the transformaten pragramme. have bean reclassiizd la athers and proparty provision respectively as at
1 Japuary 2022,
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section % Gpearating assats and Hanilities continues

3.8 Provisinns continued

Business exit provision: The provision relates to the cost of exiting businesses through disposal or closure including professional fees related
to business exits and the costs of separating the businesses being disposed. These are likely to unwind aver a period of one to four years.

Claims and litigation provision: The Group is exposed to claims and litigation proceedings arising in the ordinary course of business. These
matters are reassessed reqularly and where obligations are probable and estimable, provisions are made representing the Group's best
estimate of the expenditure te be incurred. Due to the nature of these claims, the Group cannot give an estimate of the period aver which this
provision will unwind.

Property provision: The provision relates to unavoidable running costs, such as insurance and securily, of leasehold property where the
space is vacant or currently not planned 1o be used for ongoing operaticns. and for dilapidation costs. The expectation 1s that this expenditure
will be incurred over the remaining periods of the leases which vary up to 25 years.

Customer confract provision: The provision includes enerous contract provisions in respect of customer contracts where the costs of fulfilling
a contract (both incremental ang caosts directly related to contract activities) exceeds the economic benefits expected 1o be received undsr the
contract, claims/obligations associated with missed milestones in contractual obligations, and other potential exposures related to contracts
with customers. These provisions are forecast to unwind cver pericds of up to six years.

The customer contract provision includes £52.7m (2021: £54.5m) in respect of contracts in Capita Experience. The Group has highlighted in
prior reporting the structural challenges associated with the closed book Life & Pensions contracts. These provided for upfront eash inflows to
support initial transformation activities with a much lower level of cash inflow after the transformaticn phase was completed. Under the Group’s
long-term contract accounting policy. the cash flow profile of these contracts has rasulted in deferral of profit into future years which is not
backed by net cash flows (because the relevant cash receipts arose in the early years of contract execution). Additionally. some of the
contracts contain evergreen clauses potentially allowing the customers to extend the contracts indefinitely until the run-oft of the underlying life
and pension books is complete.

The closed book Life & Pensions husiness has remained in structural decline because some customers, with legacy IT systems, have switched
to suppliers who can provide a single digital platform for all their bocks. The Group has scught to drive efficiencies to mitigale this fall off in
volumes, while supporting customers who have selected new outsource providers or taken the activities back in-house.

The closed baoks contractual dynamics have led to onerous conditions to service certain of these contracts. Management has been required to
assess the likaly length of the remaining contracts, given the pattern and experience of contract terminations while also recognising the
avergreen clauses. Accordingly, the Group has, in prior years, provided for the onerous contract conditions based on the best estimate of the
remaining contract terms,

The Group has continued 1o support a major customer on the transfer of services to anather suppiier. This is taking significantly longer than
initially expected. In 2021, management reassessed the lifetime estimate to include not only the onercus contract terms but alsa the period and
likely costs 1o support the final handover of services. This assessment was extended across all contracts that contain evergreen clauses,
including those where there are ongaoing discussions regarding either tarmination or transfer of services.

This reassessment, reflacting the developments in the latier half of 2021, provided cover for contracis to extend out to 2026. This resulted in an
increase to the contract pravision of £39.5m at 31 December 2021. At 31 December 2022, the provision was increased to provide cover for
contracts to axtend out to December 2027 (ie a five-vear rolling period).

Cther provisions: Relales to provisions in respect of other potential exposures arising as a result of the nature of some of the aperations that
the Group provides. These are likety to unwind over periods of up 10 five years.
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Seclion 4 Capilal straclure and finance cosis

This section outlines the Group’s capital structure and financing costs. The Group defines its capital structure as its cash and
cash equivalents, nen-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 to 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 capital to
shareholders through dividends and share buy backs, sell assets, raise additional equity, or arrange additional debt facilities. In
this section you will find disclosures about:

4.1 Met debt, capital and capital management

4.2 Financial risk

4.3 Net finance costs

4.4 Leases

4.5 Financial instruments and the fair value hierarchy
4.6 {ssued share capital

4.7 Group composition and non-cortrolling interests

@ Denotes accounting policies

%@; bDenotes significant accounting judgements, estimates and assumptions

Net financial debt to adjusted EBITDA' (both pre-IFRS 16) Available liquidity

Ajim: Maintain the ratic of net financial debt to adjusted EBITDA' (both pre-IFRS
16} at 21.0x times over the long term

{2021: 3.7%) (2021: £392.4m)

1. Detals of alt alternative performance measures and related KPls can be tound in section 8.2,

Capital strategy
The Group's capital strategy is to build a strong and flexible balance sheat, which supports the Group's strategic objectives. the investment
needed to grow the busmness and alfows for contributions required to reduce pension habifities.

The Board expects to maintain the ratio of net financial debt to adjusted EBITDA. both on a pre-IFRS 16 basis at <1.0x times.

Liquidity

Available liquidity at 31 December 2022 was £405.2m (31 December 2021 £392.4m) and during 2022 adjusted net debt (excluding leases and
restricted cash) reduced by £346.5m from £431.4m to £84.9m.

Liquidity remains a key area of focus and in July 2022, the Group signed an extension of the £300m forward start revolving credit facility (RCF)
with its iending banks for a further twelve maonths to August 2024. The new facility commenced on 31 August 2022 upon the expiry of the
previous RCF and provides the Group with committed liquidity for the cash fluctuations of the business cycle and an allowance for
contingencies, and incorporates provisions such that it will partiatly reduce in quantum as a consequence of specified transactions. The RCF
was not drawn upon at 31 December 2022 and had a total committed value of £288.4m.

A sustainability component has been included in the new facility that can adjust the margin by up to five basis peints conditional upon achieving
agreed ESG KPis. Bath of these KPls have been achieved and as a result a slight reduction in the facility margin was applied.

Net finance costs

Net finance costs have decreased by £15.2m to £31.7m (2021: £46.9m) driven by an increase in interest receivable resulting from the higher
interest rate environment, a decrease in interest payabie as a result of debt maturities in 2022 and favourable change in the value of our non-
designated foreign exchange forward contracts.
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mection 4: Capital sivuciure and financing costs continued

4.1 Met debt capbal and capital memsgement

4.1.1 Net debt and capital
The componerts of the Group's net debt and undrawn available liquidity are surmmarised below.,

MNates Qg:gri QOEzr:\ Ysi\ro(:f”er\:l:i{
Cash and cash aquivalents 4.5.4 (396.8) (333.4) {63.4)
Qverdraft 4.5.4 219.6 231.9 (12.3)
Lease liabilities 4.4.1 97.5 448.4 (50.9)

Private placement loan notes' 4.5.2 285.5 512.9 (227.4)
Credit facilities” — 46,0 (40.0)
Other loan notes 4.5.2 0.7 1.3 (0.6}
Currency and interest rate swaps 4.5.2 {24.8) {28.0) 3.2
Deferred consideration 452 0.7 0.7 —
Net debt 482.4 879.8 (397.4)
Undrawn available financing facilities 4.5.2b 288.4 345.7 (57.3)
Capital 770.8 1,225.5 (454.7}

1. Private placement loan notas include US dollar ard Britsh pound sterling private placement laan notes, and euro fixed rate bearer noles.
2. 2021, credit facilities includes £40.0im drawing on the RCF,

A reconciiation of net debt shown above to cash flow can be found in note 2.10.3.

The overdrafts are pan of a cash pooling arrangement, and the underlying balances can be fully ofiset by cash balances in the same
arrangement.

During the year, USD and GBP private ptacement loan notes of £40.5m and £36.7m were repaid at maturity on 22 January 2022 and 22 April
2022 respectively. The associated currency and interest rate swaps also expired on these dates, such that the combined net cash outflow for
thesa repayments was £67.2m. Additionally, £20.7m of the outstanding EUR fixed rate notes wete prepaid during June and July 2022 as a
result of the disposal of Trustmarque with a further repayment at maturity on 10 November 2022 of £138.8m.

4.1.2 Capital management
Focus on capital management forms an important component of Board meetings, including raview of forecast gearing and key covenant tests,
and the mix of funding sources, thereby ensuring sustainabitity and fiexibility. Shareholder retums will be reviewed over time in accordance with

the Group's generation of sustainable free cash flow.

The Group’s capital management process ensures that it meets the financial covenants of its borrowing arrangements. There are two separate
sets of covenant tests underlying the Group's financial instruments with the key difference being the treatment of IFRS 16, Thers have been no
breaches in the financial covenants of any loans or borrowings during the reporting period.

The committed RCF provides the liquidity needed 1o cover the cash fluctuations of the business cycle, allowing a buffer far contingencies.

Capita plc supports the obligations of ils various regulated financial services businesses. The board of each regulated firm is responsible for
ensuring it has embedded capital management frameworks that ensure the availability of adeguate financial resources at all times, and all of
them complied with all externally imposed financial services regulatory capital requirements applicable to them.

To provide working capital funding at an economically favourable rate versus the RCF. in the UK, the Group uses a non-recourse invoice
discounting facility, and the value of invoices sold under this arrangement at 31 December 2022 was £36.9m (2021: £3.9m) . Additionally, the
Group's German business uses a non-recourse invoice discounting arrangement for a specific customer contract, and the value of invoices sold
under that arrangement at 31 December 2022 was £7.5m (2021: £12.5m).
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Financial risk management objectives and policies

The Group's Board of directors has overall responsibility for the establishment and oversight of the Group's risk management framework, which
is outlined on pages 54 to 63 of the strategic report. The Group's principal financial instruments comprise cash. bank loans, private placement
loan notes, lease assets and liabilities. and derivatives. The purpose of these is to fund and provide liquidity for the Group's operations and to
manage its financial risks. The Group has various other financial instruments including trade receivables and trade payables arising from Its
operations.

Derivatives comprise cross-currency interest rate swaps, and forward foreign currency contracts executed with its relationship banks, all of
which have investment grade credit ratings. The derivatives’ purpose 1s to manage interest rate and currency risks arising from the Group's
operations and its sources of finance. It is the Group's policy that no speculative trading in financial instruments is undertaken.

The main risks arising from the Group’s financial instruments are liquidity risk, foreign currency risk, interast rate risk, and credit risk. The Board
periodically reviews and agrees policies for managing these risks, which are summarised below.

4.2.1 Liquidity risk
The Group monitors the risk of a liquidity shortage through its business plan and liquidity cycle forecasts and analysis, taking into consideration
the maturity of the Group's financial instruments, projected cash flows from operations and an allowance for contingencies.

The Group's poticy is to hold cash and undrawn committed facilities at a level sufficiant to fund the Group’s operations and its medium-term
plans. Multiple sources of funding are used 1o maimain a balance between continuity of funding and flexibility without placing reliance on
sources that are not contractually committed.

The Group's commitled bank facilities provide liquidity for the cash fluctuations of the business cycle and an allowance for contingencies. At
31 December 2022 the RCF caommitment was £288.4m (31 December 2021: £385.7m) and was subsequently reduced to £284.7m on

4 January 2023 following receipt of proceeds from disposals. The RCF expires on 31 August 2024 and was nct drawn upan at 31 December
2022 (31 December 2021: £40.0m drawn}.

The size of the available commitment will be right-sized each time the Group either refinances, raises funds through disposals, or raises equity
with the RCF including mandatory canceliation machanisms that determine the amount of the cancellation in each case. The commitments are
subject to a minimum value of £3180m regardless of the quantum of receipts,

The Group's core funding i1s provided by US private placement loan notes and suro fixed-rate bearer notes {private placement loan notes’, and
to mitigate the risk of needing to refinance in ¢challenging conditions, these have been arranged with a spread of maturities to Navember 2027.

The bank facilities and private placement loan notes all Include provisions that would require repayment in the event of a change of control,
which are typical of these arrangements.

In March 2022 the Group executad a committed backstop bridge facility with one of its relationship banks which provided £70m of agditional
liquidity and incorporated provisions such that it would be cancelled or partially reduced in quantum as a congsequence of specified
transactions, including on the completion of the announced dispesal of Trustmarque. The facility was cancelled on 10 March 2022 following
receipt of the Trustmarque disposal proceeds.

In February 2023, the Group entered into a committed bridge facility of £50m with three of its relationship banks providing additional liquidity
from 1 January 2024. It incorporates provisions such that it will partially reduce in quantum as a consequence of specified transactions. The
committed facility has an expiry date of 31 December 2024 and is subject to covenants, which are the same as those in the RCF,

The tables below summanse the maturity profile of the Group’s financial habilities based on contractual undiscounted cash flows, All balances
are stated based on the prevailing foreign exchange rates and the contractual interest rates at the end of the reporting period.

Within B | Baty Bet More than
1 year 1-2 years 2-3 years 34 years 4-5 years 5years Total
At 31 December 2022 £m £m £m £m £m £m £
Ovardraft® 219.6 —_ _ —_ — — 219.6
Private placement loan notas 75.0 —_ 91.4 34.7 94.0 —_ 295.1
Interest on loan notes 9.6 7.9 6.2 4.5 26 —_ 30.8
Lease liabilities 76.1 64.9 49.0 39.7 33.6 296.7 560.0
Deterred consideration —_ — —_ — 0.7 —_ 0.7
Put options of non-controlling interests 9.2 — _ n —_ _ 9.2
Cross-currency interest rate swaps 0.8 0.8 0.8 0.8 — — 3.2
Other financial instruments 0.7 — — — — — 0.7
391.0 73.6 147.4 79.7 130.8 296.7 1,119.3

The Group has a notoneal cash peal under which the bank may net cash balances with averarafts hald by other Group compameas i the arrangements. The overdralt balanses shown
above are fully ofiser by creait balances in the same arrangemani.
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1.7 Fipancial risk pontinusd

Whthin Betwaen Between Behveean Betwaen More than

1 yaar 1-2 years 2-3 years -4 years 4-5 years 5 years Tatal

Al 31 December 2021 £m £m m £m £m £m £m
Overdraft 231.9 — — — — — 231.9
Credi facilities 46.0 e — — o —_ 48.0
Private placement loan notas 226.9 69.8 — 84.6 329 04.6 508.8
Interest on loan notes 15.3 9.2 7.6 5.0 4.5 2.6 45.2
Lease liabilities B2.8 73.0 61.8 46.6 38.1 3222 624.5
Deferred consideration — — — —_ — 0.7 0.7
Put options of non-controlling interests 8.6 — — e — — 8.8
Cross-currency interest rate swaps 0.6 0.7 0.4 0.4 0.4 —_ 2.5
Cash flow hedges 0.6 0.6 04 —_— — — 1.3
Other financial instruments 1.3 4.3 — — e — 5.6
614.0 157.6 63.9 137.6 758 4201 1.475.1

4.2.2 Foreign currency risk
The Group is not generally exposed tc significant foreign currency transaction risk with two exceptions. Firstly, services are provided by the

Group's operations in India and South Africa and incurrad in Indian rupee {INR) and South African rand (ZAR). The Group seeks to mitigate the
short term effect of this exposure by entering into forward foreign exchange contracts to fix the British pounds sterling (GBP) cost of highly
probable transactions over a rolling 24 month period.

At 31 December 2022, the Group held forward foreign exchange contracts against forecast intemal monthly INR and ZAR costs expected in the
years up to and including Daecember 2024, Thase forecast costs have been determined an the basis of the undertying cash flows associated
with the delivery of services under executed customer contracts.

Secondly, the Group holds foreign exchange forwards against committed costa relating to the purchase of cloud software services in US dollars
(USD) in the years up to and inciuding August 2024,

To maximise hedge effectiveness, forward foreign exchange coentracts are executed with terms matching the underlying cash flows.

The following table demonstrates the sensitivity of the Group's profit before tax and equity to a 5% strengthening/(weakening) in INR, ZAR and
USD exchange rates. assuming all other variables are unchanged, that would arise from the resulting changes in the fair value of the Group's
forward exchange contracts.

uso INR ZAR
Effact an protit Eftect on Effect on profit Effact an Effect on profit Effect on
hafora tax acquity batare tax aquity bafore tax aquity
£m £m £m £m €m £m
2022 _— 0.8 _ 03 1.8 —_—
2021 - {(3.3) — 5.3) @n =

4,2.3 Interest rate risk
The Group manages its interest rate exposure, which arises from the Group’s private placement loan notes, cash, deposits and RCF drawings

at variable interest rates through cross-currency interast rate swaps. The swaps are designated fair value hedges against the fair value
changes of the private placement loan notes.
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The net level of floating rate interest exposure is managed, to arrive at an acceptable overall interest rate risk profile. The interest rate profile of
the Group's interest-bearing financial instruments was as follows:

Nominal amounts Within Eet Bet Bet More than

1 year 1-2 1.rearsI 2-3 years 3—4 years 4-5 years 5 years Total
At 31 December 2022 £m £m £m £m £m £m £m
Fixed rate
Private placement loan notes 27.5 _ 29.7 18.6 71.2 — 147.0
Floating rate
Cash in hand (396.8) —_ —_ —_ — — {396.8)
Overdraft 219.6 — — — —_ - 2156
Private placement loan notes 38.8 -—_ 46.2 15.5 1741 — 117.6
Nominal amounis Within Behwvaen Betwasen Batwean Between More than
1 year 1~2 years 2-3 years 3-4 years 4-5 years B years Totai
At 31 Decembes 2021 £m £m £m £m £mn £m £m
Fixed rate
Private placement loan notes 169.2 27.5 e 20.7 18.6 74.2 319.2
Floating rate
Cash in hand (333.4) — — — — — (333.4)
Overdraft 231.9 — s — — e 231.9
Private placement loan notes 48.5 38.8 — 46.2 155 171 166.1
Credit facilities 48.0 - — — —_ —_ 46.0

A sensitivity analysis to changes in interest rates shows that 4 0.5% increase or decrease in interest rates, assuming all other variables are
held canstant, resuits in an £0.6m (2021: £1.1m) increase or decrease ta profit before tax. and no impact on the Group's equity.

4.2.4 Hedges

Fair value hedges

The Group's fixed rate USD and GBP private placement loan notes are hedged through a compination of cross-currency interest rate swaps.
The cross-currency interest rate swaps hedge the exposure to changes in the fair value of US dollar denominated loan notes. The loan notes
and their corresponding swaps have the same critical terms including nominal values and maturity dates.

The total loss in the year on the fair value hedges of £3.2m {2021: £30.0m loss) was equal 1o the oss/gain on the hedged itams resulting in no
net gain or loss in the income statement apar from hedge ineffectiveness from credit risk and currency basis risk. This effect of hedge
ineffectiveness resulted in a £0.2m debit (2027: £0.1m credit) to the consolidated incame statement, shawn in net finance costs. note 4.3,

The impact of the hedged item and the related financial derivatives on the consolidated balance sheet at 31 Dacember 2022 is as follows:

Change in FV used for

Notional amount Carrying amount Line itern in the measuting ineffectiveness

£m £m balance sheet £m

Cross-currency Interest rate swaps — assets 1021 25.8  Financial assets (4.4)
Cross-currency interest rate swaps — liahilities 15.5 (1.¢) Financial liabifities 1.2
24.8 (3.2)

. Accumulated FV o Change in FV used for

Carrying amount adjustment Line itemin the measuring inefiectiveness

£m £m balance sheet £m

Private placement loan notes 285.5 24,8 Financial Liabilities 3.2
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section 4: Capital structure and financing costs continuer
4.2 Financind rink sontinged

Cash flow hedges
The Group holds a series of non-deliverable forward foreign exchange contracts {(NDFs), that are designated as hedges of the highly probable
transactions in INR of the Group's Indian operations. The tarms of the NDFs match the terms of these commitments,

Secondly, the Group holds foreign exchange forward contracts against committed costs relating to the purchase of cloud software services in
US dofars in years up to and including August 2024,

The fair value of cash flow hedging instruments held at 31 December 2022 is shown in note 4.5.2.

The cash flow hedges have been assessed to be highly effective. The cash flow hedging reserve comprises the effective portion of the
cumulative net change in the fair value of the hedging instruments. The following table provides an analysis of components of equity resulting
from cash flow hedge accounting:

2022 2021

£m £m

AL 1 January 0.7 {4.8)

Change in fair value recognisad in the consolidated statement of other comprehensive income 11.5 1.3
Reclassified to the consolidated income statement:

recognised in administrative expenses (5.1) —

recognised in net finance cost —_— 0.6

Changs in tax (1.6) 2.2

At 31 December 4.1 (0.7)

4.2.5 Credit risk

The Group trades only with third parties that are expected to be creditworthy, {t is the Group’s policy that all dients who wish to trade on credit
terms are subject to credit verification procedures. The Group manages its operations te avoid any excessive concentration of counterparty risk
and the Group takes all reasonable steps t0 seek assurance from the counterparties that they can fulfil their obfigations. In addition. receivable
balances are monitored on an ongeoing basis with the result that the Group’s exposure to credit loss remains low - also refer note 3.1.1.

The carrying values of the Group's financial assets and contract assets reprasent its maximum credit exposure.

The mark-to-market movement on derivatives includes the extent to which the fair value of these instruments has been affected by the
perceived change in the creditworthinegss of the counterparties (ie the expected credit losses) 10 those instruments and that of the Group itself
(own credit risk). The Group is comforiable that the risk attached to those counterparties is not significant and believes that the swaps continue
to act as an effective hedge against the movements in the fair value of the Group's private placement loan notes.

4 3 Maf finanes nosis

The table below shows the composition of net finance costs, including those excluded from adjusled profit:

2022 2021
Notes m £m
Interest income
Interest on cash (1.1) {0.4)
Interest on finance lease assets 4.2) (4.3)
Net interest income on defined benefit pension schemes 5.2 (3.6) —
Total interest income (8.9) (4.7)
Interest expense
Private placement foan notes' 12.0 17.9
Cash flow hedges recycled to the income statement — 0.6
Bark loans and overdrafts 9.2 5.4
Interest on finance lease liabilities 22.6 23.8
Net interest expense on defined henefit pension schemes 52 —_ 1.5
Total interest expense 43.8 49.2
Net finance expense included in adjusted profit 34.9 44.5
Included within business exits
Bank loans and overdrafts 0.2 0.7
Discount unwind on pubiic sector subsidiary parinership payment 452 —— 0.4
Cther financial (income)/expense e {0.1)
Other items excluded from adjusted profits
Naon-designated foreign exchange forward contracts — mark-to-market {3.6) 1.5
Fair value hedge ineffectiveness?® 4.2.4 0.2 (0.1)
Net finance (income)/expenses excluded from adjusted profit (3.2) 2.4
Total net finance expense 31.7 46.9

1. Pnvate placement loan notes comprise US prvate placemant [oan notes and eura fixed rate bearer notes
2. Fair value hedge neffectiveness anses from changes in currency basis. and the mevament in a provision for countarparty risk associated with the swaps.
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4.4 Laasa:

@ Accounting policies

The Group leases various assets, comprising land and buildings, equipment and motor vehicles.

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

The following sets out the Group's lease accounting policy for all leases with the exception of leases with fow value and term ot twelve months
ar less which are expensed to the consolidated income statement.

The Group as a lessee — Right-of-use assets and lease liabilities
The accounting policy for right-of-use assets is included in note 3.5.

The Group 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 of a lease. the Group recognises the lease liability measured at the present value of the lease paymenis to be made
over the lease term,

in calculating the present value of lease payments. the Group uses its incremental borrowing rate at the lease commencemeant date because
the interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of the lease liability is increased 1o
reflect the accretion of interest and reduced for the lease payments made. The incremental borrowing rate is the rate of interest that the Group
would have 10 pay to borrow, aver a similar term and with a similar security. the funds necessary to obtain an asset of a simifar value to the
right-of-use asset in a similar economic environment. Incremental borrowing rates are determined monthly and depend on the term, country.
currency and commencement 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-specific risk acjustment; a credit risk adjustment; and an entity-specific adjustment where the
entity risk profile is different to that of the Group.

The lease kability 13 subsequently remeasured (with a corresponding adjustment te 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 liabifity based on the constant interest rate appiied to
the remaining balance af the liability. Interest expense is included within net tinance costs in the consolidated incorne statement.

Lease payments comprise fixed payments. including in-substance fixed payments such as service charges and variabie lease payments that
depend on an index or a rate. initially measured using the minimum index or rate at inception date. The payments alsc include any lease
incentives and any penalty payments far terminating the lease, if the lease term reflects the lessee exercising that aption.

The lease term determined comprises the non-cancellable period of the lease contract. Periods covered by an option to extend the lease are
included if the Group has reasonable certainty that the option will be exercised, and periods covered by an option 1o terminate are included If it
is reasonably certain that this will not be exercised.

The Group has elected to apply the practical expedient in IFRS 16 paragraph 15 not to separate non-lease components such as service
charges from |ease rental charges.

The Group as a lassor
When the Group acts as a lessor, it determines at lease commencement whether the lease 1s a finance lease or an operating lease.

To classify each lease. the Group makes an overall assessment of whether the [ease transfers 1o the lessee all of the risks and rewards of
ownership in relation to the underlying asset. If this Is the case, then the lease is a finance lease. If nat. then it is an operating lease.

The Group acts as an intermediate lessor of property assets and equipment. When the Group is an intermediate lessor, it accounts for its
interests in the head fease and the sub-lease separately. It assesses whether the sub-lease is a finance or operating lease in the context of the
right-of-use asset arising from the head lease.

In instances where the Group is the intermediate {essor and the sub-lease is classified as a finance lease, the Group recognises a net
invastment in sub-leases for amounts recoverable from the sub-lessees while derecagnising the respective portion of the right-cf-use asset.
The lease liability is retainad on the balance sheet. The net investment in sub-leases 1s classified as current or non-current finance assets in the
consolidated balance sheet according to whether or not the amounts will be recovered within twelve months of the balance sheet date. Finance
income recognised in respect of net investment in sub-leases is presented within net finance costs in the consolidated income statemeant and
the capital element of lease rental received is presented within investing activities in the consofidated cash flow statement.

The Group recognises lease payments received under operating leases as income on a straight-line basis over the lease term. The Group
accounts for finance leases as finance lease receivables, using an incremantal borrowing rate where the interest rate implicit in sub-lease is not
easily determinable.
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Section 4: Capiial siructure and financing costs continuead

i4d Leages gontinued

4.4.1 The Group as a lessee

2022 2021
Amounts recognised an the balance sheet Nole m £m Type of financial instrument
Lease liabilities 397.5 448.4 Financial liabilities

The lease liability includes £5.0m (2021: £18.8m) of fulure lease payments (undiscounted) for leases with termination options that could be
exercised but are recognised at full term. The potential future cash outflows of £13.2m (2021: £23.1m) (undiscourited) have not been includad
in the lease liability because the Group is reasonably certain that the leases will not be extended. The total cash outflow for leases was £84.4m
(2021: £106.2m) consisting of interest paid of £22.6m (2021: £23.6m) and capital element of £61.8m (2021: £82.6m).

Right-of-use assets are discussed in note 3.5, the maturity analysis of lease liabilities is included in note 4.2 and interest expense in note 4.3,
4.4.2 The Group as a lessor

2022 2021
Amounts recognised on the balance sheet £m £  Type of financial instrument
Lease receivables 76.3 82.1 Financial assets

The maturity analysis of lease receivables, including the undiscounted lease payments to be received, is as follows:

2022 2024
£m £m
Within 1 year 9.8 10.8
Betweaen 1-2 years 9.7 9.6
Betwean 2-3 years 8.2 9.6
Between 3-4 years 7.7 8.2
Between 4-5 years 4.0 7.7
More than 5 years 70.2 73.0
Total undiscounted lease payments receivable 109.6 118.9
Unearned finance income {33.3) {36.8)
Net investment in lease receivables 76.3 82.1

The expenses related to short-term leases, leaseas of low-value assets and income from sub-leases are immaterial and therefore there is no
separate disclosure,

During 2020, the Group sublet a leased property. The sub-lease includes an option for the lessee to terminate the lease earlier than the
Group's lease with its landlord. Management assessed it was reasonably certain that the break clause will not be exercised and, accordingly.
determined that the sub-lease is a finance lease. This resulted in the recognition of a finance iease receivable of £70.6m as of 31 December
2022. This judgement was based on a number of factors as prescribed within IFRS 16 ‘Leases’ such as incentive to lessee. importance of the
location to the lessee’s operations, shorter non-cancellable period of lease and the lessee’s planned madifications to, and customisation of, the
property.
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Section 4: Capital structure and financing costs continueg

L& Fipgneial inslruments and the {air valas bigrarchy
@ Accounting policies

Financial instruments — classification of financial instruments

The Group classifies its finangial instruments in the following measurement categories:

« those to be measured subsequently at fair value, either through other comprehensive income (FVOCI) or through profit or loss (FVPL); and
» those to be measured at amartised cost.

The classification depends on the Group's business model for managing the financial assets and the contractual terms of the cash flows.

Financiat instruments —initial recognition

At initial recognition, the Group measures a financial instrument at its fair value plus, in the case of a financial instrument not at FVPL,
transaction costs that are directly attributable to the acquisition of the financial instrument. Transaction costs of financial instrurments carried at
FVPL are expensed in the consolidated income statement,

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

Purchases and sales of financial instruments are recognised on their trade date (ie the date the Group commits to purchase or sell the
instrument)- Financial ingtruments are derecognised when the righis to receive/pay cash flows from tne financial instrument have expired or
have been transferred such that the Group has transferred substantially all risks and rewards of cwnership.

Debt instrumentis

Debt instruments are initially recognised at fair value less directly attributable transaction costs and are subsequently remeasurad depending
an the Group's business model for managing the liakility and the cash flow characteristics of the liability. There are three measurement
categories into which the Group classifies its debt instruments:

+  Amortised cost: Instruments that are held for collection/payment of contractual cash flows are measured at amortised cost where those
cash flows represent solely payments of principal and inlerest. Interest income/expense from these financial instruments is included in net
finance costs using the effective interest rate method.

= FVYQCCI instruments that are held for collection/payment of contractual cash flows and for selling the financial instrument are measured at
FvOCI where the instrument’s cash flows represent solely payments of principal and interest. Movements in the carrying amount are taken
through consolidated Other Comprehensive Income (OCIH}, except for the recognition of impairment gains or losses, interest income and
fareign exchange gains/losses, which are recognised in the consolidated income statement. When the financiai instrument is derecognised,
the cumulative gain/loss previously recognised in OCl is reclassified to the consolidated income slatement and recognised in other gans/
{losses).

»  FVPL: instruments that do not meet the criteria for amortised cost or FYOCI are measured at FVPL, A gain/loss on a debt instrument that is
measured at FVPL is recognised in the consolidated income statement and presented within net finance costs.

The Group reclassifies debt instruments when. and only when. its business model for managing those instruments changes.

Equitly instruments

Investments in equity instruments are initially recognised at fair value and are subseguently remeasured at fair value with the maverment
recognised through the consolidated income statement, except where an election has been made for the mavement to be recognised through
QC!. An election can be made on initial recognition of equity instruments that are neither held-for-trading or instruments acquired as part of a
business combination. Once an election has been made all mevements in fair value, with the exception of dividends, are presented through
OCI and there is no subsequent raclassification of fair value gainsfosses to the consolidated income statement following the derecognition of
the investment. Dividends from such invesiments continue to be recognised in the consolidated income statement as other income when the
Group's right to receive payments is established.

Impairment
The Group assesses, on a forward looking basis, the expected credit losses associated with its financial instruments carried at amortised cost
and FVOCI. The impairment methodology applied depends on whether there has been a significant increase in credit risk.

Derivatives

Derivative financial instruments are initially recognisad at fair value and are subsequently remeasured at fair vaiue at the end of each reporting
period with the movement recognised through the consalidated income statement, except where derivatives gualify for cash flow hedge
accounting, The effective propartion of cash flow hedges is recognised in OCI and presented in the hedging reserve within equity. The
cumulative gain/loss is subsequently reclassified to the consolidated income statement in the same period that the relevant hedged transaction
IS realised.

Borrawing costs

Borrowing costs directly attributable to the acguisition. construction or production of an asset that necessarlly takes a substantial period of time
to get ready for its intended use or sale are capitalised as part of the cost of the respective agsets. All other barrowing costs are expensed in
the period they occur. Barrowing costs consist of interest and other costs incurred in connection with the borrowing of funds.
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Section 4 Capital structure and financing costs coniinued
=5 Financial instrumerts and the fair valye hierarchy continuad

4.5.1 Fair value hierarchy
The Group's financial assets and labilities are classified based on the following fair value hierarchy:

«  Level-1: quoted {unadjusted) prices in active markets for identical assets or liabilities.

= Level-2: cther technigues for which all inputs that have a significant effect an the recorded fair value are cbservable, either directly or
indirectly. With the exception of current financial instruments {which have a short matunty), the fair value of the Group’s level-2 financial
instruments were calculated by discounting the expected fulure cash flows at prevailing interest rates. The valuation models incomorate
various inputs including foreign exchange spot and forward rates and interest rate curves. In the case of floating rate borrowings the
nominal vafue approximates to fair value hecause interest is set at floating rates where payments are reset tc markst values at intervals of
tess than one year.

*  Level-3: techniques using inputs that have a significant effect on the recorded fair value which are not based on observable market data.
Other financial instruments, where observable market data is not available, are carried at either amantised cost or cost (undiscounted cash
flows) as a reasonable approximation of fair value.

During the year ended 31 Decembear 2022, there were no transfers between fair value levels.

4.5.2 Financial instruments and their fair value hierarchy classification
The foliowing table analyses, by classification and category, the carrying value of the Group's financial instruments and tdentifies the level of
the fair value hierarchy for the instruments carried at fair value:

Derivatives
used for  Amortised Non-
Fair value FVPL FVOCH hedging cost Total Current current
At 31 December 2022 Nole  hierarchy £m £€m £m £m £m £m £m
Financial assets
Lease receivables 4.4.2 n/a — — — 76.3 76.3 5.9 70.4
Cash flow hedges 424 Level-2 —_ — 5.4 —_ 5.4 3.0 2.4
Non-designated foreign exchange forwards and
swaps Level-2 5.3 — —_ — 5.3 4.4 0.9
Cross-currency interest rate swaps a Level-2 _— — 25.8 — 25.8 8.3 17.5
Qriginated loans receivable n/a o —_ —_ 0.5 0.5 —_ 05
Financial assets at fair value through P&L Level-3 17.2 _ — — 17.2 — 17.2
Financial assets at fair value through QCI Level-3 — 0.8 —_ - 0.8 - 0.8
Deferred consideration receivable n/a e — — 10.5 10.5 2.0 8.5
22.5 0.8 31.2 873 141.8 23.6 t118.2
Qther financial assets
Cash 454 n/a — — — 396.8 396.8 396.8 ——
Total financial assets 22,5 0.8 31.2 484.1 538.6 420.4 118.2
Financial liabilities
Private placement loan notes a n/a - —_ — 285.5 285.5 74.6 210.9
QOther loan notes n/a — _— — 0.7 0.7 0.7 =
Non-designated foreign exchange forwards and
swaps Level-2 01 B — — 0.1 0.1 —_
Cross-currency interest rate swaps a Level-2 — _ 1.0 - 1.0 — 1.0
Deferred consideration payable n/a e — — 0.7 0.7 —_ 0.7
Put options of non-controlling interests d Level-3 —_ 9.2 —_ — 9.2 9.2 —
0.1 9.2 1.0 285.9 297.2 84.6 2126
Qther financial liabilities
Qverdrafts 454 n/a —_ — — 2186 219.6 219.6 _—
Lease liabilities 4.4.% n/a " - _— 3975 397.5 55.6 341.9

Total financiat liabilities 0.1 9.2 1.0 904.0 914.3 359.8 554.5
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Section 4: Capital structure and financing costs continued
4.5 Fingnoal instruments and the fair value hisvarchy coninued

Financial assets measurad at amortised cost consist of cash, lease receivables, originated loans and deferred consideration receivable. The
carrying value of cash is a reasaonable approximation of its fair value due to the short-term nature of the instruments. Leases receivables.
originated loans and deferred consideration receivable are measured at amartised cost using the effective interest rate method. Included in
other investments are £0.8m (31 December 2021: £0.8m) of strategic investments in unlisted equity securities which are not held-for-trading
and the Group elected to recognise at Fair Value through Other Comprehensive Income (FVOCI). During the pericd no dividends were
received from. and no disposals were made of, strategic investmeants.

The financial assets at Fair Value through P&L (FVPL) relate to the Graup's minarity sharehalding in companies as part of Capita Scaling
Partners. The assets are revalued when reliable information ¢n fair value becomes available. which is normally at each funding round.

Financial fiabilities measured at amortised cost consist of loan notes. overdrafts. lease liabilities, credit facilities and deferred consideration
payable. With the exception of certain series within the fixed rate private placement loan notes. the carrying value of financial liabilities are a
reasonable approximation of their fair value. This is because either the interest payable is close to market rates or the liability is short-term in
nature. The private placement lcan nole series that remain subject 1o a fixed rate of interest have an underlying carrying value of £144.9m
(2021: £320.7m) and a fair value of £130.2m (2021: £278.2m). The carrying value of overdrafts is a reasonable approximation of fair value
reflecting the short-term nature of the instruments. Lease liabilities and deferred consideration payable are measured at amortised cost using
the effective interest rate method,

The Group's key financial liabilities are set out helow:

a. Private placement foan notes

The private placement loan notes were issued in US dollars, pounds sterling, and euros at fixed interest rates. The Group manages its
exposure to foreign exchange and intergst rate movements through cross-currency interest rate swaps, interest rate swaps, and forward foreign
exchange contracts.,

b. Bank facilities
Details of the Group's bank facilities are provided in the Liquidity section above. At 31 December 2022, the total value of committed facilties
was £288.4m. of which nane was drawn (2021: total facilities of £385.7m of which £40.0m was drawn).

¢. Public sector subsidiary partnership payment
The public sector subsidiary parinership payment liabilty represented the annual deferred payments to be made by AXELOS Limited. This
liakility was derecognised when AXELQOS Limited was sold on 26 July 2021.

d. Put options of non-controlling interests

The liability at 31 December 2022 represents the present value of the cost to acquire the non-controlling interest in Fera Science Limited (see
note 4.7). The option held by tha nan-contralling shareholder of Fera Science Limited has been exercisable since April 2021, A sansitivity
analysis assuming a 10% increase/decrease in the earnings potential of the business results in a £0.9m increase/decrease in the valuation.

The option to acguire the non-centrolling interest in AXELQS Limited expired without being exercised an 28 February 2021, and the related
liability was de-recognised. Upon inception of the option agreements, managemant determined that changes in the carrying amaunt would be
recognised within equity. This has been applied consistently for all aptions entered into.
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4.8 Finaociad instruments and the Yaly valus merarchy aontinuad

Derivatives
used for  Amothised Non-
Fah value FvPL FYQCI hedging cost Total Currem current
At 31 December 2021 Note fnerarchy £m £ €m £m £ £m £m
Financial assets
lL.ease receivables 4.4.2 n‘a - — — 82.1 821 6.6 75.5
Cash flow hedges 4.2.4 Level-2 e e 0.9 — 0.9 0.7 0.2
Non-designated foreign exchange forwards and
swaps Level-2 1.8 — — — 1.8 0.8 1.0
Ciruss-currency inlerest rate swaps a Level-2 — _— 30.2 —_ 30.2 9.4 20.8
Originated loans recervable n/a — — —— 0.5 0.5 — 05
Financial assets at fair value through P&L Level-3 8.4 —_ —_ o 8.4 — 8.4
Financial assets at fair value through OClI Level-3 — 0.8 — e 0.8 — 0.8
10.2 0.8 311 82.6 124.7 17.5 107.2
Other financial assets
Cash 4 n/a — — — 3176 3176 317.6 —
Cash included within disposal group assets held-
for-sale 2.5 n/a — -— — 15.8 158 15.8 —
Total financial assets 10.2 c.8 31.1 416.0  458.1 350.8 107.2
Financial liabilities
Private placement loan note a n/a — e — 512.9 512.9 226.3 286.6
Qther loan notes n/a — — — 1.3 1.3 ¢.3 1.0
Credit facilities b level-2 — — — 48.0 46.0 46.0 —
Cash flow hedges 4.2.4 Level? — — 1.8 o 1.8 0.8 1.0
Non-designated foreign exchange forwards and
swaps Level-2 4.7 — — o 4.7 4.3 0.4
Cross-currency interest rale swaps a Level-2 — — 2.2 — 2.2 — 2.2
Deferred consideration payable n/a — — — 07 0.7 — 0.7
Put epticns of non-contralling interests d Level-3 — 8.6 — — 8.6 8.6 —
4.7 8.6 4.0 560.9 578.2 286.3 291.9
Other financial liabilities
Qverdrafts 4,5.4 n/a — — _ 2319 2319 231.9 —
Lease liahilities 4.4.1 n/a — — — 4484 4484 61.6 336.8

Total financial liabilities 4.7 8.6 40 1,241.2 1.258.5 579.8 678.7
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The following table shows the reconciliation from the opening balances to the closing balances for Level-3 fair values.

Put options
Suhigadiary at nan- Investmants
parthership contralling FVPL and
pawvment Interasts FVOCI
£m £m £m
At 1 January 2021 271 99.7 2.3
Payments made 4.7 —_ —
Change in put-oplions recognised in other comprehensive income’ — {91.1) —
Additions — — 0.3
Reclassitication from ather investiment categories — — 4.3
Gain in fair value recognised in income statement —_ — 2.2
Gain in fair value recognised in other comprehensive income — — 0.1
Discount unwind recagnised in the income statement 0.4 — —
Business disposal (22.8) — —
At 31 December 2021 — 8.6 8.2
Change in put-cptions recognised in other comprehensive income e 0.6 _
Additions - —_ 2.3
Reclassification from other investment categories — — 0.4
Gain in fair value recognised in income statement — — 5.9
Gain in fair value recognised in other comprehensive income —_ — 0.2
At 31 December 2022 — 9.2 13.0

1. The option ta ecquire the non-controling interast in AXELOS Limited exprrad without bamng exercised on 28 February 2021, and the ralated hability was de-recognised

4.5.3 Borrowings
Details of the Group’s current RCF facility are shown in the above liquidity section (see note 4.5.2b).

Borrowing costs of €2 4m were capitalised in the year (2021: £1.8m). At 31 December 2022, the Group's private placemant loan note series
had a GBP equivalent underlying carrying vailue of £260.5m (2021: £484.8m) (see note 4.5.2a) analysed as follows:

Interest rate Nominal value
Maturity Denomination Yo Cey'm
27 October 2023 GBP 2.520 27.5
22 January 2025 GBP 3.540 7.4
22 April 2025 GBP 3.670 223
27 October 2026 GBP 2.770 18.6
22 danuary 2027 GBP 3.580 23.8
Total GBF denominated GBP 99.6
22 January 2023 ush 3.450 39.4
27 October 2023 usb 3.370 17.8
22 January 2025 LsD 3.650 743
27 Qctober 2026 usD 3.580 19.3
22 January 2027 uso 3.800 27.5
Total USD denominated’ usD 178.3
10 November 2027 EUR 3.625 53.4
Total eura denominated® EUR 53.4

1 USD denominaied loan nates have a GBP equivalent underlying cairying value of £117.2m, The Group has enterad IRt ¢ross-curéncy Interast rate swaps tor the USD 1ssues o achieve a
floating rate of interest hasad an SONIA. Further disclosure an the Graup's use of hedges 1s mcluded in note 4.2,
2, Ewro denominated loan netes have a GBP equivalent undarlying carnying valug of £345.8m.
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A8 Financabinst wnonts and the fan vatus hierarchy continued

4.5.4 Cash, cash equivalents and overdrafts

The Group has a national cash pocl under which the bank may net cash balances with overdratts held by other Group companies in the
arrangements, Thea ovardraft balances shown below are fully offset by credit balances in the same arrangement. The Group's gross cash
pasition is shown in the table below:

2022 2021
£m £im
Cash and cash equivalents 396.8 317.6
Qvaerdrafts (219.6) (231.9)
Cash, net of overdrafis. included in disposal group assets and liabilities held for sale — 15.8
Cash, cash equivalents and overdrafts 177.2 101.5
P8 dssusd snnrg noapiliygg
Allotted, callad up and fully paid ﬁgfi ﬁgﬂ zuezr: 20r2 ﬂwi
Ordinary shares of 2 1/15p each
At 1 January 1,684.1 1.671.1 34.8 34.5
Issue of share capital - 13.0 — 0.3
At 31 December 1,684.1 1,684.1 34.8 34.8
Share premium 20{:_:5 2022;\
Ordinary shares of 2 1/18p each
At 1 January 1,145.5 1.143.3
VAT refund on righls issue issuance costs — 2.2
At 31 December 1,145.5 1,145.5

In 2018 the Group offered a rights issue to existing shareholders, raising £700.7m less issuance costs of £38.0m, which was capitalised to
share capital and share premium, The issuance cests included VAT that was, at the time, treated as irrecoverable. In 2021 it was agreed with
HMRC that £2.2m of this VAT was recoverable and was refunded to the Grougp.

2022 2021 2022 2021
Treasury shares Nem Nem £m £m
Ordinary shares of 2 1/15p
At 1 January _ 23 e (.1
Issued on exercise of share options — (2.3) — 0.1

At 31 Decamber — —_ s —_

During the year, the Group did not purchase any treasury shares {2021: nocna) and did not allot nor issue any treasury shares (2021; 2,299,955
whose aggregate nominal value was €47 532). The total consideration received in respect of the shares allotted during 2021 was £nil.

Employee benefit trust shares fcg?fﬁ ﬁggr; Z?r_zrﬁ 2052;1
QOrdinary shares of 2 1/15p
At 1 January 18.1 12.6 (8.0) (11.1)
Shares purchased — 13.0 e {0.3)
Issued on exercise of share options {8.8) {7.5) 3.8 3.4
At 31 December 9.3 181 {4.2) (8.0

The Group will use shares held in the Employee Benefit Trust (EBT) shares to satisfy future requirements for shares under the Group’s share
option and long-term incentive plans. On 19 April 2021, 13m ordinary 2 1/15p shares (2021: nii} were allotted to the EBT for an aggregate
nominal value of £268,687 to satisfy exercises under the Group's share plans. The total consideration received in respect of these shares was
£268,667. During the year, 8.770.217 (2021: 7,660,173) shares with a value of £3.8m (2021: £3.4m) were transferred out of the EBT to satisfy
axercises under the Group's share option and long-term incentive plans. The total consideration received in respect of these shares was £nil
(2021: £nil).

The Group has an unexpired authority to repurchase up te 10% of its issued share capital,
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The Group's subsidiaries are listed in notes 7.3.4 and 7.3.17 of the Parent Company financial statements on pages 212 and 224 to 227.

The Group holds a majority of the voting rights in all of its subsidiaries and the directors have determined that. other than the entity commented
on below, in each case the Group exercises de facto control.

On 23 September 2014, the Secretary of State for the Department for Energy and Climate Change granted Smart DCC Limited (DCC). a
whelly-owned subsidiary of the Graup, a licence 1o establish and manage the smart metering communications infrastructure, governed by the
Smart Energy Code. Each year the Group reassess whether it has control over DCC as required under IFRS 10. The Group's ability to control
the relevant aclivities of DCC is restricted by DCC's operating licence. The power that the Group has over DCC's relevant activities by virtue of
owning it is limited (given the restrictions in the licence). That power is held by the board of DCC where the Group has minotity representation
in compliance with the licence. Consequently. the Group has not consclidated DCC within its Group financial statements. The disclosure of
related party transactions with DCC is included in note 6.1.
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Seclion 5: Emploayee banefils

This section details employee related items that are not explained elsewhere in the financial statements.

In this section you will find disclosures about:
5.1 Share-based payment plans

52 Pensions

53 Employee bencfit expense

@ Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

wey highiignts

Additional funding into

the defined benefit schemes Net defined benefit pension surpius
f’“@g %E’wg . Q?‘n *ﬂﬁ%% %’ iy

ﬁ;—é = u@m%% :*%m% quwjﬁiﬁg

{2021: £155.5m) (2021: surplus £5.8m)

Employee benefit expense

£1,758.7m

{2021: £1,767.1m)
The net defined benefit pension position on an accounting basis moved from a small net asset at the start of the year to a larger net asset by
31 December 2022. As part of the deficit funding plan £38.6m of additional funding was paid into the defined benefit schemes.

Net defined benefit pension asset 2022 2021 Movement

£m €m £m
Defined benefit obligation (1,136.1) {1,791.5) 655.4
Fair value of plan assels 1,175.7 1,797.3 (621.6)
Net defined pension asset after effect of asset ceiling limit 39.6 5.8 33.8

The main reason for the movernent in the net defined benefit pension position was the deficit funding contributions (£38.6m) paid into the
Capita Pension and Life Assurance Scheme (CPLAS) {plus a net £0.2m deficit funding contribution in respect of other schemes). Both the
value attributad to the pension liahilities and the value of the assets fell materiaily over the year predominantly due to the material increase in
the yields available on both long-dated Government and corporate bends. Due to the investiment strategy adopted by the CPLAS Trustee
Board the impact of these changes has been broadly hedged so that the value of the assets has moved to a similar degree t0 the value of the
liabilties. The schemes are highly sensitive to the change in discount rates (with a 0.5% pa change resulting in a ¢.£87.5m impacl) and in
future inflation expectations (with & 0.5% pa change resulting in a ¢.£48.8m impact).

The CPLAS is the Group's main defined benefit scheme. The valuation of liabilities for funding purposes (the actuarial valuation) differs to the
valuation for aceounting purposes (which are shown in these financial statements) mainly due to different assumptions being used and different
market conditions at the different valuation dates (the effective date for the actuarial valuation is 31 March). The assumptions used for funding
purposes are schame specific and allow for an appropriate amount of prudence, with the discount rate being based on the actual assets of the
CPLAS. While for accounting purposas the assumptions are determined on a best estimate basis in accordance with IAS 18, with the discount
rate being based on the yields available on high quality corporate bonds of appropriate currency and term. Management estimate that at

31 December 2022 the net asset of the CPLAS scheme was broadly the sarne on a funding basis {ie the funding assumption principles adopted
for the fuli actuarial valuation at 31 March 2020) as that on an accounting basis.
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The Group operates a number of executive and employee equity-settled share schemes.
@ Accounting policies

The fair value of the equity instrument grarted is measured at grant date and is recognised as an expense over the vesting period, which ends
on the date on which the relevant amployees become fully entitled to the award. Fair value is determined using an option pricing madel, only
taking into account vesting conditions linked to the price of the shares of the Company (market conditions).

No expense is recognised far awards that do not ultimately vest as a result of not meeling performance or service conditions. Where all service
and pearformance vesting conditions have been met, 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 each balance sheet date befare vesting, the cumulative expense is calculated, representing the extent to which the vesting period has
expired and management's best estimate of the achievement or otherwise of nan-market conditions. the number of equity instruments that will
ultirately vest or, in the case of an instrument subject to a market condition, be treated as vesting as described above. The movement in
cumulative expense since the previous balance sheet date is recognised in the consolidated income statement. with a correspending
adjustment to equity.

Where the terms of an award are modified or a new award is designated as replacing a cancelled or settled award, the cost based on the
ariginal award terms continues to be recognised over the original vesting periad adjusted for the incremental fair value of any maodification ie the
difference betwean the fair value of the original award and the fair value of the modified award. both as measured on the date of the
modification. NG reduction is recognised if this difference 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 compansation paid up to the fair value of the 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.

The expense recognised for share-based payments (before tax) in respect of employee services received during the year to 31 December 2022
was £5.4m (2021: £1.2m}. all of which arises from equity-settled share based payment transactions. Details of the schemes are as follows:

Deferred annuai bonus plan
This scheme is applicable to executive directors. Under this scheme, awards are made annually consisting of only deferred shares, which are
linked to the payout under the annual bonus scheme {details of which are contained in the directors’ remuneration report on pages 99 to 122).

The value of deferred shares is determined by the pay-out under the annual bonus scheme: half of the annual bonus is paid in cash and the
remainder is deferred into shares under the deferred annual bonus plan or the Gapita executive plan. Directors have the option to defer up to
100% of their anpyal bonus into deferred shares or net bonus into a restricted share award. The deferred/resiricled shares are held for a period
of three years from the date of award, during which they are not forfeitable, except in the case of dismissal for gress misconduct.

The weighted average share price of options at the date of exercise in 2022 was £0.22 (2021: £0.33). The weighted average share price during
the year was £0.26 (2021: £0.43).

The total cash value of the deferred shares awarded during the year was £0.2m {2021, £nil).

Long-term incentive plans (LTiPs)
The structure of the Group's LTIP schemes was approved at the Company’s AGM in 2017. From 2021, no new awards will be granted under
the LTIP although the 2020 awards are yel to vest,

For the 2019 award, 75% of the award was equally weighted belween free cash flow. EBIT margin and organic revenue growth, with the
rernaining 25% split equally between customer satisfaction and employee engagement. measured over a three-year period. Threshold vesting
(25%) for each measure is dependent upon: free cash flow reaching £190m; EBIT margin exceading 9%, organic revenue growth to £3.800m;
six point positive swing in NPS for both customer satisfaction and employee engagement. Target vesting (50%) for each measure is dependent
upon: free cash flow reaching £210m: EBIT margin exceeding 10%:; organic revenue growth to £3,850m; eight point positive swing in NPS for
both customer satisfaction and employee engagement. Maximum vesting (100%:) far each measure 1s dependent upon: free cash flow reaching
£250m; EBIT margin of 12%; organic revenue growth to £4,050m: 12 point positive swing in net promoter score {NPS) for both custemer
satistaction and employee engagement. Awards are also subject to an underpin based on an assessment of undarlying financial and
operational perfarmance.

The 2020 award is split into three equal tranches that vest on the first, second and third anniversary of the grant date. The first tranche in 2020
was subject to a retention elemant which will vest in full on each annual vesting date, with the remaining 50% subject to a performance
condition of net debt, Threshold vesting (25%) is dependent on net debt falling to £872m. target vesting (50%) is dependent on net debt falling
to £822m and maximum vesting (100%) is dependent on net debt being below £772m, Tranches 2 and 3 are subject to the retention element
only apart from the CEQ's award which is subject to relative TSR and responsible business scorecard measures.

Details of the LTIP awards made to executive directors aver the same period are set out in the directors’ remuneration réport, on page 115.

All of the above awards are subject to a performance underpin ~ assessment of the underlying financial and operational perfarmance of Capita
aver the performance period.
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Capita Executive Plan 2021
The Capita Executive Plan was approved by shareholders at the 2021 AGM. Under this plan. restricted share awards (RSAs) are granted to
executives.

With the exceplion of the executive directors, RSAs granted in 2021 and 2022 are split into three equal tranches that may vest on the first,
second and third anniversary of the grant date. The awards are not subject to a performance underpin.

Details of the Caplia Executive Plan RSAs made to executive directors and the associated underpins are set out in the directors’ remuneration
report, on page 116.

2022 2021

Nem Mo m
Outstanding at 1 January 46.4 48.5
Awarded during the year 285 15.8
Exercised {8.8) (9.8)
Forfaited {24.4) (8.1)
Qutstanding at 31 Cecember 41.7 46.4

Exercisable at 31 Decamber — e

The weighted average remaining contractual life of the above shares outstanding at 31 December 2022 was 1.3 years (2021: 1.0 years).

All schemes
The fair value of the aptions granted/awarded during the year was £0.22 per shareg {2021: £0.41 per share). None of the existing option
schemes have exercise prices.

The fair value for current share scheme issues is effectively the market price of a Capita share at the date of grant. Accordingly. no
assumptions have been disclosed.

The expected life of the oplions is based on historical data and is not necessarily indicative of exercise patterns that may accur. The expected
volatility reflects the assumption that the historical volatility is indicative of future frends. which may also not necessarily be the actual outcome.

5.7 Pensicns
@ Accounting policies

Defined contribution pension schemes

The Group maintains a number of defined contribution pension schemes and for these schemes the Group has no further payment obligations
once the contributions have been paid. The contributions are recognised as an employee benefit expense in the consolidated income
statement as the related service is provided and as they fall due.

Defined benefit pension schemes

tn addition, the Group operates a defined benefit pension scheme and participates in a number of ather defined benefit pension schemas, all of
which require contributions to be made to separate trustee-administered funds. The costs of providing benefits under these schemes are
determined separately for each scheme using the projected unit credil method, which attributes entilement to benefits to the current period (to
determine current service cost) and to the current and prior periods (1o determine the present value of the defined benetit obligation) and is
based on actuarial advice. Past service costs are recognised immediately in the consolidated income staterment.

When a settlement (eliminating all obligations for benefits already accrued) or a cuntailment (reducing future obligations as a result of a material
reduction in the scheme membership or a reduction in future entitlement) occurs, the obligation and related plan assets are remeasured using
current actuarial assumptions and the resultant gainfloss recognised in the consolidated income statement during the peried in which the
settlement or curtailment occurs.

Remeasurements of the net dafined benefit asset/liability, which comprise actuarial gains and losses, the return on plan assets (excluding
interest) and the effect of the asset ceiling (if any, excluding interest), are recognised immediately in other comprehensive income and will nat
he reclassified to the consokdated income statement. The Group generally determines the nat interest expense/income on the net defined
benetit asset/liability for the year by applying the discount rate used to measure the definad benefit obligation at the beginning of the year to the
then net defined benefit assetiiability, taking into account any changes in the net defined benefit asset/liability during the year as a result of
contributions and benefit payments. However, dus consideration is made to events which require the net interest expense/income on the nat
defined benefit assetdiability 1o be remeasured over the course of the year.

Current and past service costs are charged to operaling profit while the net intarest cost is included within net finance costs.

The net asset/{liability} in the consolidated balance sheet with respect to the defined benefit pension schemes compnses the total for each
scheme, or group of schemes, of the present value of the defined benefit chiigation (using a discount rate based on high quality corporate
bonds). less the fair value of plan assets out of which the obligations are 1o be settled directly. The poficy 1o determine fair value of plan assets
is detailed in the note below. The value of a net pension benefit asset is restricted to the present value of any amount the Group expects to
recover by way of refunds from the plan or reductions in the future contributions.
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The measurement of defined benefit obligations — the accounting cost of these benefits and the present value of pension liabidities involve
judgements about uncertain events including such factors as the life expectancy of members, the salary progression of current employees,
price inflation and the discount rate used to calculate the net present value of the future pension payments. The Group uses estimates for all of
these factors in determining the pension costs and liabilities incorporated in the consolidated financial statements. The assumptions reflect
historical experience and judgement regarding future expectations.

The Group continued to set RPI inflation in accordance with the market break-even expectations less an inffation risk premium. The inflation
risk premium has remained at 0.25% pa. For CPI, the Group retained the assumed difference belween RPl and CPI at an average of 0.65%pa.

Short-term inflation expectations continued to rise due to the global economic recovery from the initial phase of Covid-19, combined with supply
constraints in certain sectors such as enargy. Current inflation levels exceed 10% pa. This will have an impact on pension increases that are
linked to inflation and this impact. where applicable, has been refiecied In the disclosures. )f should be noted that a material propoertion of
pension increases are capped (at different levels. but the main cap is 5% pa) with some caps applying annually and others applying over a
period of years,

The impact of Covid-18 on the effects of future life expectancy continues to be uncertain. The pandemic is likely to have an impact on the
setting of appropriate life expectancy assumptions and modeis for future improvements will need to consider whether the experiences in 2020
and 2021 are a short-term phenomenan, and if the pandemic will influence future mortality in ather ways. For example. the pressure on health
services may mean that progress against other causes of death such as cancer is slower than previously expected, meaning an assumption of
a lower rate of mortality improvements might be appropriate. Alternatively, the surviving population may be in betler health than those dying
from Covid-19, meaning that it might be expected that the remaining members live slightly longer. It is still too early o draw conclusions as to
what impact Covid-1$ might have on future life expectancy; hawever, some allowance has been reflected for actual mortality experienced in
2020 and 2021 by making a refinement in an initial addition parameter used in the future mortality improvement assumptions from 0.5% to
0.25% {which makes an allowance for a decrease in initial rates of longevity improvement stemming from Covid-19) and which resufts in the life
expectancy reducing by around 0.1 years (around 0.4% of liabilities).

Pension expense included in the consolidated income statement

2022 2021
£m £m
Defined contributian scheme 552 60.2
Defined benefit schemes
Current service cost 4.4 6.3
Administration cosis 3.9 3.5
Past sarvice cost 0.6 {0.2}
Effect of settlemenits Q.1 {0.7)
Interest cost (3.6) 1.5
Total defined benefit schemes 54 10.4
Total charged to profit before tax in the consolidated income statement 60.6 70.6

At 31 December 2022, retiremeant obligations were disclosed in relation to 9 {2021: 10) defined banefit pension schemes. The main defined
benefit scheme is the Capita Pension and Life Assurance Schemae.

The Capita Pension and Life Assurance Scheme (CPLAS)

CPLAS is the Group's main defined benefit scheme, which closed to future accrual for most members in 2017 (with around 200 members
continuing to accrue benefits — out of a total membership of around 16,600 members). Details of the CPLAS and other schemes net surplus/
(deficit) position are given at the bottam of the table below which shows the mavements from the opening to the closing balance of the net
defined benefit asseti(liability). Fvents have occurred in the CPLAS that has led to its income statement being remeasured during the year.

Respansibility for the operation and governance of the CPLAS lies with a corporate Trustee which is independent of the Group. The Trustee
Board is required by law to act in the interest of the CPLAS’s beneficiaries in accordance with the rules of the CPLAS and relevani legislation
(which includes the Pension Schemaeas Act 1993, the Pensions Act 1985 and the Pensions Act 2004). The nature of the relationship between
the Group and the Trustee Board is also governed by the rules of the CPLAS and relevant legislation. The Trustee Board is chaired by an
independent Trustee,

The assets of the CPLAS are held in a separate fund {administered by the Trustee Board) 1o meet long-term pension Labilities to beneficiaries.
The Trustee Board invest the assets in accardance with their Statement of Investment Principles. which is regularly reviewed. During 2021. the
Trustee Board delegated investment strategy decisions to a fiduciary manager, however. the Trustee Board maintained overall oversight of the
investment strategy.

A fulf actuarial valuation of the scheme is carried out every three years by an independent actuary for the Trustee Board. with the last full
actuarial valuation carried out at 31 March 2020. The purpase of that valuatian is to design a funding plan to ensure that the CPLAS has
sufficient assels avallable 1o meet future benefit payments, based on assumplions agreed between the Trustee Board and the Group. The
31 March 2620 actuarial valuation showed a funding deficit of £182.2m (31 March 2017: £185,0m). This equates to a funding level of 89.0%
(31 March 2017: 86°4).
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As a result of the funding valuation, the Group and the Trustee Board agreed the following plan to eliminate the deficit, effective from 1 July
2021:

2021 2022 2023
Deficit contribution’ £59.0m £30.0m £30.0m

. The agreed conlributions make allowance for agditonal contnbulions, totalling ¢£113.6m, paid by the Group between 1 April 2020 and 30 June 2021 to meet its obligations uhder the
previous agreement dated 23 November 2018, 1o unwind CPLAS's inteiast in the Capita Scotland (Pension) Limited Partnership, and in respect of a section 75 debt. The Trustee Board
has agreed with the Group to accelerate the payment of some of the deficit cortributions an a pound tor pound basis in the event of disposal proceeds befng used to fund mandatory
prepayments of dabt. . . ' . .

2. In additicn, in 2023, the £5.0m held in cacrow a1 31 Dacember 2020 15 eapected to e ieleased W0 CFLAS

In addition to the above. the Group hag 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 2028, the position of having sufficient assets to invest in a portfolio of low risk
assets with a low dependency covenant that will generate income to pay members’ benefits as they fall due.

The next full actuarial valuation is due to he carried out with an effective date of 31 March 2023 and as part of that valuation the contribution
requirements will be reviewed, and if necessary, amended. For the purpose of these accounts, an independent qualified actuary projected the
results of the 31 March 2020 actuarial valuation to 31 December 2022 taking account of the relevant accounting requirements.

Approximate funding updates are produced at each scheme anniversary when a full actuarial valuation 1s not being undertaken. The most
recent of these. at 31 March 2022, showed a funding level of 104% on a Technical Provisicns basis.

The Group expects to contribute around £52m to the CPLAS during 2023. This includes the acceleration of agreed deficit contributions on a
pound for pound basis as noted above.

Other defined benefit schemes
The total employer contributions 1o the ‘Other’ schemes during 2023 are estimated to be £3m.

Admitted Body arrangement

For the Admitted Body scheme, under which benefits continued to accrue until the contract ceased on 18 January 2020, the Group was
required to pay regular contributions as decided by the Scheme Actuary and as detailed in the scheme’s Schedule of Gontrigutions, On

2 February 2022 the scheme confirmed that, in accordance with their funding strategy statement, a cessation valuation at 16 January 2020 had
been carried out and an exit credit payment of £192,587 was due from the scheme to the Group. The payment was received by the Group on
17 March 2022 and no further amounts are due to the Group with the scheme’s assessed liability to the Group now settied.

Other UK schemes

* Three segregated sections in an industry-wide scheme under which defined benefits are not continuing to accrue. The latest full actuarial
valuations (at 31 December 2018) showed that two of these sections were in surplus and therefore no deficit contributions were required. The
third section showed a small deficit but the Trustees agreed that no deficit contributions would be required. The actuarial valualions as at 31
December 2021 are currently in progress and as part of those valuations the contribution requirements will be reviewed, and if necessary.
amended. There is no cross subsidy with other employer sections.

» Participation in a non-associated multi-employer scheme under which defined benefits are not continuing to accrue. The latest full actuarial
valustion (at 30 September 2020) rasulted in the Group requiring to pay deficit contributions of initially £0.4m pa (which increase each year by
5.5% pa) until 2028. if the Group were to cease to be a participating employer in this scheme there would be an exit debt payable. At
30 September 2021, this was estimated at £8.9m.

Overseas defined benefit schemes

The Group is respansible for an Irish defined benefit scheme which is classed as a cross-border scheme where the beneficiaries of the scheme
have their liabilities, and the trustees hold assets, deneminated in eurc. The scheme is govemed undar UK regulations and subject to further
requirements applying to cross-border schemes. There are two segregated sections in the scheme. The latest full actuarial valuation (at

31 March 2022) showed a funding surplus for both the main section and the other section. and consequently. no deficit contributions are
required for either section. There are no members left accruing benefits.

The Group is also responsible for two Swiss schemes that provide defined contribution benefits but with certain guarantees (and are therefore
reported as defined benefit schemes under [AS 19). They are administered and governed through collective foundations which are separate
legal entities. Benefits are continuing to accrue in these schemes.

Additional defined benefit schemes

There are a further 46 (2021: 48) defined benefit pension arrangements in which various Capita businesses participated during 2022. Of these
arrangements, 41 (2021: 41) relate to participation in funded and unfunded public sector schemes (referred to as Admitted Body Arrangements
as described above), however. contractual protections are in place allowing actuarial and investment risk to be passed to the end customer via
recoveries for contributions paid. The nature of these arrangements vary from contract to contract but typically allow fer the majority of
coniributions payable to the schemes in excass of an initial rate agreed at the inception to be recovered from the end customer, as well as exit
paymenis (for funded schemes) payahle to the schemes at the cessation of the contract. such that the Group's net exposure to actuarial and
Investment risk is immaterial.

Itis estimated that around £12m of employer contributions were paid to these 46 schemes during 2022,
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2.2 Pensions sontinued
Risks associated with the Group’'s pension schemes
The defined benefit pension schemes expose the Group to various risks, with the key risks set out below:

Investment risk: the schemes invest in a wide range of assets with a view to provide long-term investment returns at particular levels. There is
a risk that investment returns are lower than expected which, in isolation, could result in a worsening of the funding position of the schemes.

Interest rate risk: the 1AS 19 discount rate is derived based on the yields available on good qualily cerporate bonds of suitable duration. If
these vields decrease then. in isclation, this would increase the value placed on the IAS 19 obligation and result in a worsening of the funding
position of the schemes.

inflation risk: the liabilitias of the schemes are linkad to future levels of inflation. If future inflation is higher than expected then this would result
in the cost of providing the benefits increasing and thereby worsening the funding position of the schemes.

Longevity risk: if members live longer than expected, then pensions will be paid for a longer lime which wili increase the value placed on the
fiakilities and therefore worsen the funding position of the schemes.

Environmental Social and Governance {ESG) risk: ESG risk relates to these issues having a detrimental impact on financial returns. The
fidugiary manager has policies in place to reduce this risk, although there is a higher risk in older externally held assets.

To manage these risks, the Group and the trustees carry out regular assessments of them. For CPLAS, the main defined benefit scheme, the
following actions have been taken:

« The CPLAS Trustee Board has entered into two bulk annuity contracts with an insurer in respect of a small number of high individual iability
pensioner members (one in 2015 and the second in late 2017) with total value included in the assets at 31 December 2022 ot £50.1m
(2021: £67.8m).

+ The CPLAS Trustee Board has entered into a Liability Driven Investment programme. The level of risk that is managed by this programme is
set by various market-related and funding trigger points.

Together, these actions have led to the Trustee Board hedging (interest rate and inflation) a high proportion of the CPLAS's liabilities. At

31 December 2022 around 95% of CPLAS's liabilities measured on the Trustee Board's long-term funding basis was hedged. As tha funding
level improves it is planned to further increase the level of hedging. Despite the market volatility during the last quarter of 2022, the GPLAS held
sufficient liquid assets to meat its collateral calls and maintain its hedged positions throughout the vear, as wall as halding a sufficient buffer
against future adverse movements. The fiduciary manager has confirmed that the investment strategy held up welt despile the market volatility
and that they continue as planned with the current strategy (which involved the selling down of more illiquid haldings in any event).

The hedging aims to match the value of the assels to the movement in liabilities (on a funding basis) arising from changes in market
expectations of future inflation rates and future gilt yields. This is to help protect and reduce volatllity in funding valuations which are used to
determine the cash contribution requirements to the scheme. As these accounting disclosures use the yields available on corporate bonds to
determine the accounting liabilities, the hedging may not have the same impact against changes as they do on a funding valuation. Although
credit spreads (difference between the yields available on long-dated corporate bonds and long-dated govemment bonds) have been volatile
over the year, they have fallen back down towards levels seen at the start of the year. This means that the hadge has broadly had the same
impact on the funding position of the scheme and the accounting disclosures at the year-ends.

To illustrate how sensilive the value of the defined benefit obligations is to different market conditions. the table below shows what the resulting
defined benefit obligation would be if the assumpticns were changed as shown (assuming all other assurmptions remain constant):

Group Tatak
Change in assumptions compared with 31 December 2022 actuarial assumptions £m
Base defined benefit obligation 1,136.1
0.5% pa decrease in discount rate 1,223.6
0.5% pa increase in salary increases 1,137.4
0.5% pa increase in inflation (and related assumption. eg salary and pension increases) 1,184.9
1 year increase In life expectancy 1,169.7

Due to the higher interest rate environment and recent market volatility. please naote the change in method used to prepare the sensitivity
analysis {analysis from 0.1% pa to 0.5% pa).
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Assets and liabilities

Under IAS 19, plan assets must be valued at their fair value on the balance sheet date. The plan assets are made up of quoted and unquoted
investments, and asset valuations have been sourced from the respective scheme’s investment managers and custedians, based on their
pricing sources and methodologies. Unquated investments require more judgement because their values are nol directly observable, The
assumptions used in valuing unquoted investmants are affected by current market conditions which could result in changes in fair vaiue after
the measurement date.

For the main asset categories:

Equities listed on recognised stock exchanges are valued at closing bid prices.

Bonds are measurad using a combination of broker guotes and pricing models making assumptions for credit and market nsks and market
vield curves.

Properties are valued on the basis of an open market value or are valued using models based on discounted cash flow techniques.

Assets in investment funds are valued at fair value which is typically the net asset value provided by the investment manager.

Certain unlisted investments are valued using a model based valuation such as discounted cash flow.

The value ot bulk annuity contracts has been assessed by discounting the projected cash flows payable under the contracts {projectad by an
actuary, consislent with the terms of the contract) and is equal 1o the corresponding liability calculated by reference to the 1AS 19
assumptions.

The assets and liabilities of all of the defined benefit pension schemes {(excluding additional voluntary contributions) at 31 December are:

-

Group total
2022 2021
Quoted Unquotad Total Quoted uUnquoled Total
£m £m £m £m £m £m
Scheme assets at fair value:
Equities:
- UK 0.2 2.5 27 1.0 3.1 4.1
— Overseas 2.0 24.8 26.8 7.0 76.5 83.5
- Private 0.2 —_ 0.2 0.5 e 0.5
2.4 273 29.7 8.5 79.6 881
Debt securities:
- UK Govaernment 482.0 —_ 482.0 789.1 0.2 789.3
— UK Corporate 0.4 11.6 12.0 1.1 7.6 8.7
- Overseas Governmeant 101 11.4 21.5 2.6 53.4 56.C0
— Overseas Corporate 0.9 101.0 101.8 1.2 67.8 £89.0
— Emerging Markets 0.5 273 27.8 1.4 — 1.4
- Private Dabt — 134.5 134.5 — 129.5 129.5
— Secured Loans _— 39.8 39.8 01 —_ 0.1
493.9 325.6 819.5 795.5 258.5 1,054.0
Property 2.6 88.2 90.8 2.8 97.5 100.3
Infrastructure 1.5 — 1.5 15 —_ 1.5
Credit Funds 2.7 — 27 3.2 160.1 163.3
Hedge Funds _ 2.1 21 R 54.1 541
Absolute Return Funds 0.1 —_ 0.1 0.8 — 0.8
Diversified Growth Funds —_ — — _ 79.5 79.5
Insurance Contracts —_ 71.4 7t.4 — 86.8 86.8
Cash 34.3 133.2 167.5 148.1 11.2 159.3
Other {8.5) (1.1} (9.6) 1.2 8.4 9.6
32.7 293.8 326.5 157.6 497.6 655.2
Taotal 529.0 646.7 1,175.7 961.6 8357 1.797.3
Present value of scheme liabilities
{before effect of asset ceiling limit) {1,136.0) (1.789.2)
Net surplus
{before effect of asset celling limit} 39.7 8.1
Effect of asset ceiling limit (0.1) (2.3)
Present value of scheme liabilities
(after effect of asset ceiling lmit) (1,136.1) (1,791.5)
Net surplus
(after effect of asset ceiling limit) 39.6 5.8

* Sgme investments are in funds which are in themselves not traded in active markels. Please also note a change i asset classficaton for CPLAS's Credit Funds (£92.0m) and Diversiiied
Growth Funds (£56.8m) as at 31 December 2022 which are now classified on a look-through' basis.
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The CPLAS Trustee Board invests in Liability Driven Investments (LDIs) as part of a risk hedging strategy. The aim of the strategy is to match
the value of the assets 10 the movement in liabilities (on a funding basis) arising from changes in market expectations of future inflation rates
and future gilt yields. in order to achieve this, LDls invest in a variety of instruments including gilts, synthetic gilts (combination of repurchase
agreement, reverse repurchase agreements and total return swaps) and cash. In the table above, the LDI as at 31 December 2022

{approximately £484.3m) has been mapped as 97.0% Quoted UK Government Bonds, 1.7% Quoted Overseas Government Bonds, 3.1%
Quoted Cash and -1.8% Quoted Other.

The assets do not include any directly owned financial instruments issued by the Group.

Within the Private Debt allocation, approximately £97.3m relates to lagged valuations as at 30 September 2022. Allowance has been made for
broad market movements and distributions aver the period to 31 December 2022,

In accordance with the CPLAS Trustee Board’s focus on financially material considerations, it is acknowledged that Environment, Social and
Governance (ESG) factors can impact security prices. The CPLAS Trustee Board has discussed their views on ESG factors, and considered
the Group's perspective, and developed responsible investment beliefs. These can be found in the CPLAS's Statement of Investment
Principles {(which can be found at https:/mwww.cplas-pension.co.uk/library).

IFRIC 14

The Group has considered the impact of IFRIC 14 on the vanous schemes (in relation to either recognising a surplus or allowing for the impact
of any funding commitments made) and has concluded, based on the interpretation of the rules for each of the schemes, that IFRIC 14 wouid
marginally ingrease the deficits shown at this balance sheet date for only one scheme. which is reflected in the balance sheet position. For the
CPLAS, the Group's main defined benefit scheme. IFRIC 14 would not limit the surplus ar increase the deficits shown at the balance sheet date
because the Group has an unconditional right (o a refund at same point during the life of the scheme.

Reconciliation of retirement benefits
Explanation of constituents of the consolidated income statement.

The cost of providing the pension scheme during the year is braken down as follows. with due consideration being made for events which
require the income statement to be re-measured over the course of the year:

» Service cost is the cost to the Group of future benefits earned by contributing members over the current financial period.

* Past service cost represents tha change in the present value of schame habhilitias in the current period in relation to prior years’ service.

» Administration costs are those entailed by the pension schemes over the current peried.

+ Interest expense/(income) is made up of the interest on pension liabilities and assets over the current period generally based on the discount

rate adopted at the stan of the period. An allowance for interest on the asset celling is recognised where applicable: approximately £0.1m as
at 31 December 2022 (£nil as at 31 December 2021).
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All schemes are partly or wholly funded, and the following table shows the components of the movements from the opening to the closing

balances for the net defined benefit obligation:

Group total
Defined benefit ahligation Fair value of plan assats Net defined obligation
2022 2021 2022 2021 2022 2021
£m £m £m £m £m £m
At 1 January (1,791.5) (1.882.3) 1,797.3 1.630.2 5.8 (252.1)
Included in the consoiidated income statement:
Crrrent sarvica cnst 4.4 6.3) — — (4.4) (6.3)
Administration costs (3.9) {3.5) — —_— (3.9) (3.5)
Past service cost {0.6) 0.2 — e (0.6) 0.2
Effect of settlements 0.1 5.5 {0.2) (4.8} (0.1) 0.7
Interast income/{expense}” {44.0) (27.5) 47.6 26.0 3.6 (1.5)
Sub-total in consolidated income statement (52.8) (31.8) 47.4 21.2 (5.4) (10.4)
Included in other camprehensive income:
Actuarial gain/(loss) arising from:
— demographic assumptions 6.8 (10.7) —_ —_ 6.8 (10.7)
— financial assumptions 706.1 129.2 — — 706.1 129.2
— experience adjustments {50.4) (41.6) — — (50.4) (41.6)
— changes in asset ceiling/minimum liability 2.3 (2.3) —_ — 2.3 (2.3)
Return on plan assets excluding interest — e {673.7) 34.8 {673.7) 34.8
Sub-total in other comprehensive income €64.8 74.6 (673.7) 34.8 {8.9) 109.4
Employer contriputions (0.2) — 487 158.¢ 48.5 158.9
Contributions by employees (1.7) (1.6) 1.7 1.6 —_ —
Benefits pard 47.8 48.8 {47.8) (48.8) —_ —
Exchange movemeant - recognised in other comprehensive income (2.5) 0.6 2.1 {0.6) {0.4) —
At 31 December (1,136.1) (1.791.5) 1,175.7 1.797.3 39.6 5.8
Schemes in a net surplus
CPLAS (1,087.0) {1.725.3) 1,126.3 1,732.8 393 7.2
Other schemes {15.2) {23.8) 18.6 29.9 3.4 6.1
(1,102.2) (1.749.1) 1,144.9 1.762.4 42.7 13.3
Schemes in a net deficit
Other schemes {33.9) {42.4) 30.8 34.9 (3.1) {7.5)
{33.9) (42.4) 30.8 34.9 (3.1} (7.5)
At 31 December (1,136.1) (1.791.5) 1,175.7 1,797.3 39.6 5.8

“includes impact of assat ceiling on net interest of £O.1m in 2022 (2021 €nil).

Of the total pension cost of £5.4m (2021: £10.4m), £5.1m (2021: £5.4m) was in¢luded in cost of sales, £3.9m {2021: £3.5m) was incfuded in
administrative expensas, and, in net finance costs: £3.6m of net interest income (2021: £1.5m of net interest expanse).

Breakdown of liabilities for the CPLAS
Information about the defined benetfit cbligation for the GPLAS:

Propaortion Proportion

of overall of averall
liability Duration liablity Duration
% (years) ®a (years)
2022 2022 2001 2021
Active members 6 16.9 5 21.4
Deferred members 58 18.0 63 228
Pensioners 35 10.6 32 13.0
Total percentage / average duration 100 15.5 100 19.6

Duration is a weighted average of when benefits are expectad to be paid from a pension scheme. It is sensitive to the interest rate used to
calculate it. The increase in yields has acted to reduce the duration of the CPLAS (as less weight is placed of the pensian cash flows stretching

tar out into the future).
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Financial and demographic assumptions
All schemes

2022 202
Main assumptions': % %a
Rate of price inflation — RPI 3.15 3.30
Rate of price inflation — GPI 2.50 2.65
Rate of salary incredse 3.15 3.30
Rate of increase of pensions in payment?:
— RAPI inflation capped at 5% per annum 3.05 3.20
— RPI inflation capped at 2.5% per annum 2.15 2.20
- CPl inflation capped at 5% per annum 2.50 2.65
Discount rate 4.75 1.90
Expected take up maximurn available tax free cash 85.00 85.00

1. Only the discount rate is relevant to the Admitted Body Scheme. Ditferent assumptions apply to non-UK schemes. for example the discount rate for the Insh Schemes are 3.8% per annum
and for the Swiss schames it is 2.2% per annum in 2022,
2 There are other levels of pension ingrease which apply to particular periods of membership.

The average future life expectancy from age 65 (in years) for mortality tables used 1o determine scheme liabifities for the various different
schemes at 31 December 2022 and 31 December 2021 are as follows:

Member currently aged 65 {current life expectancy) Member currently aged 45 (life expectancy at 65)

Male Female Male Female

2022 2021 2022 2021 2022 2021 2022 2021

Capita Scheme! 22.4 22.5 24.3 24.4 22.3 22.4 25.2 25.3
Other Schemas? 211to022.7 21610228 23.7t0 245 23510244 22.3%0 25,0 22410249 25.210 26,5 25.11026.4

1. The assumptions used for the Capita scheme are taflored for 2ach member. The assumpuons adopted make allowance for an ncrease in the langewity in the future (CMI 2021 core model
Sk=7.0} with a fong-tenn rate of improvement of 1.25% p a., an ‘A’ parameter of .25% for both mates and females and na weighing applied to 2020 and 2021 data). The 1ate for membars
currently aged 65 is derned from the pensioner membership and the rate for members reaching age 65 in 20 years' tine is derved from non-pensioner membarship,

2. This daes nat apply tg the Admitted Body Scheme

CE Empdayoe ontaii oy

@ Accounting policies

Government grants

Government grants are not recaognised until there is a reasonable assurance that they Group will comply with the conditions attaching to them
and that the grants will be received. Government grants are recognised in the consolidated income statement on a systematic basis over the
periods in which the Group recognises, as expenses, the related costs for which the grants are intended to compensate. Gavernmeant grants
that are receivable as compensation for expenses or losses already incurred or for the purpose of giving immediate financial support to the
Group with no future related costs are recognised in the consofidated income statement in the period in which they become receivable.

2021

£m

2022 {Re-

Notes £m presented)’

Wages and salaries’ 1,536.1 1.540.9
Social securily costs 152.4 155.9
Pension costs 64,2 89.1
Share-based paymernts 5.1 5.4 1.2

1,758.1 1,767.1

1. The 202+ comparahve figurés have been re-presentad to reflect the reclassification of employee contribulions ram pension casts 1o wages and salaries.

During 2021, the Group furloughed employees unable to work as a result of the Covid-18 pandemic, and applied to the Coronavirus Job
Retention Scheme (C.JRS) operated by the UK Govermment. Amounts received under CJRS were trealed as a government grant and deducted
from the relevant cost in the consolidated income statement. During 2021, the Group claimed £4.9m under CJRS. These amounts are included
within tha relevant cost headings in the table above. In May 2022, we announced the Group's intention to repay the amounts received in 2021
under CJRS at the end of the Group's publicly stated disposal programme and no later than the end of June 2023. An accrual has been
recognised for this repayment in the year ended 31 December 2022,
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The aggregate amount of directors’ remuneration {salary, bonus and benefits) is shown on page 111 of the directors’ remuneration report.

. The remuneration of the highest paid director was £1,767,972 (2021: £1,185.415).

highest paid director, pension contributions of £37,400 (2021: £36,250) were made.

The aggregate amounl of gains made by directars on exercise of share options was £119,102 (2021: £nil) (refer to note 6.1).

FPayments have been made to a defined contribution pansion scheme on behalf of five directors {(2021: four directors). For the

2022 2021

The average number of employees during the year was made up as follows: Number Number
Sales 598 766
Administration 3,003 3,259
Qperations 47,509 49,305
51,200 53,330
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Section 6: Other supporting notes

This section includes disclosures of those items that are not explained elsewhere in the financial statements,

In this section you will find disclosures about:
6.1 Related-party transactions

6.2 Contingent liabilities

6.3 Post balance sheet events

@ Denotes accounting policies

5.1 Helated-party ansactions
Compensation of key management personnel|

2022 2021

£m £m

Short-term employment benefits 7.6 12.7
Pension — .
Share-based payments 2.2 0.3
9.8 13.0

Gains on share aptions exercised in the year by Capita plc executive directors were £119,102 (2021: £nil) and by key management personnel
£396,621 (2021: £1,132,231), totalling £515,723 (2021: £1,132,231).

During the year, the Group renderad administrative services to Smart DCC Limited (DCC), a wholly-owned subsidiary which is not consalidated
{reter 10 note 4.7). The Group received £112.0m (2021: £90.1m} of revenue tor these services. The services are procured by DCC on an arm's
length basis under the DCC licence. The services are subject to review by Ofgem to ensure that all costs are economically and efficiently
incurred by DCC.

Capita Pension and Life Assurance Scheme is a related party of the Group. Transactions with the Scheme are disclosed m note 5.2.

~

L

P

L

chtingsat iabibties
Contingent liabilities represent potential future cash gutflows which are either not probable or cannot be measured refiably.
The Group has provided, through the normal course of its business, performance bonds and bank guarantees of £34.0m (2021: £28.7m).

The Group is reviewing ils position in respect of a number of its closed book Life & Pensions contracts. The outcomes and timing of this review,
which are uncenain, could result in the continuation of contracts with amended terms or the termination of contracts. If an operation is
terminated, the Graoup may incur associated costs, accelerate the recognition of deferred income or the impairment of contract assets.

The Group's entities are parties 1o legal actions and claims which arise in the normal course of business. The Group needs to apply judgement
in determining the merit of litigation against it and the chances of a claim successiully being made. It needs to determine the likelihood of an
outflow of economic benefits occurring and whether there is a need to disclose a contingent liability or whether a pravision might be required
due to the probability assessment,

At any time there are a number of claims or notifications that need to be assessed across the Group. The disparate nature of the Group’s
antities heightens the risk that not ail potential claims are known at any point in time.

A3 Pos! balpnes shes! evenis

The fallowing events occurred after 31 December 2022, and before the approval of these consalidated financial staternents. but have not
resulted in adjustment to the 2022 financial results:

Committed bridge facility

In February 2023. the Group entered into a committed bridge facility of £50m with three of its relationship banks providing additional liquidity
from 1 January 2024. The committed bridge facility has an expiry date of 31 December 2024 and is subject to covenants. which are the same
as those in the Revolving Credit Facilily (RCF). Both the RCF and the £50m bridge facilly incorperate provisions such that they will partiaily
reduce in quantum as a consequence of specified transactions including disposals, equity-raises or other refinancing.
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1;1hi£; sltlaction presents the company only financial statements for Capita pic (the Company). In this section, you will find
the following:

7.1 Company balance sheet
7.2 Company slatement of changes in equity
7.3 Notes ta the Company financial statements

@ Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

7.1 Company balanse sheat

2022 2021
Notes £m £m

Non-current assets
Intangible assets 7.32 — 26.8
Tangible assets 733 0.8 13.2
Invastments 734 9943 047.3
Financial assets 7.35 20.8 22.0
Deferred tax assets 7.3.6 112 12.7
Amounts owed by subsidiary companies 7.3.7 64.4 —
Trade and other receivables 7.3.8 — 0.1

1,001.5 1,022,

Current assets

Financial assets 7.3.5 15.7 10.9
Amounts owed by subsidiary companies 7.3.7 2,494.8 2,619.8
Trade and other receivableg 738 1.6 13.1
Income tax receivable 336 59.3
Cash — —
2,545.7 2.703.1
Total assets 3,637.2 3.725.2
Current liabilities
Amounts owed to subsidiary companies 7.3.7  2,302.7 2,086.8
Trade and other payables 7.3.9 9.6 7.9
Accruals and deferred income 16.6 41.7
Qverdrafts 14.6 31.0
Borrowings 7.3. 11 —_ 196.2
Financial Eabilities 735 0.4 5.2
Provisions 7.3.10 4.8 8.2

2,348.4 2377.0

Non-current liabilities

Trade and other payables 7.3.2 — 0.3
Borrowings 7.3.11 44.2 5.7
Financial abilities 7.3.5 1.0 3.6
45.2 55.6
Total liabilities 2,393.6 2,432.6
Net assets 1,243.6 1,292.6
Capital and reserves
Issued share capital 7.3.12 34.8 34.8
Employee benefit trust and treasury shares 7.312 {4.2) (8.0)
Share premium 7.3.12 1,145.5 1,145.5
Capital redemption reserve 1.8 1.8
Marger reserve 44.6 44 6
Cash fiow hedging reserve — (0.7)
Retained earnings 21.1 74.6
Total equity 1,243.6 1,282.6

The Company's loss after taxation was £55.1m {2021: £198.0m loss).
The accompanying notes form part of the financial statements,
The accounts were approved by the Board of directors on 2 March 2023 and signed on its behalf by:

Jon Lewis Tim Weller
R PO P BT e Company registered number: 02081330
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7.2 Company statomant of changes iy squily

Employas
benefit trust Capitai Cash flow
Share and treasury Share  redemption Merger hedging Retained
capital shares premum reserve raserve reserve 2arings Total
£m £m £m £m £m £m <m £m

At 1 January 2021 34.5 (11.2)  1.1433 1.8 44.6 (4.6) 2745 11,4828

Loss Tor the year —_ — — — — — {198.0) (198.0)
Qther comprehensive expense —_ —_ — — — a8 — 3.9

Total comprehensive expanse for the year — — — — — 3.9 (198.0) {194.1)
Shares issued 0.3 (0.3) — — — — — —

VAT refund on rights issue issuance costs -—_ — 22 — — — — 2.2

Exercise of share options under employee long-term

incentive plans — 35 — - — - (3.5) —

Share-based payment net of tax effects —_ — — — —_ — 1.6 1.6

At 1 January 2022 34.8 (8.0) 1,455 1.8 446 0.7) 746 12928

Lass for the year o — s o — e (55.1) {55.1}
Other comprehensive expense — — —_ — -—_ 0.7 — 0.7

Total comprehensive expense for the year — — _ - -_ 0.7 {55.1}) (54.4)
Shares issued — _ - — — — —_ —
Exercise of share options under employee long-term

incentive plans —_ 3.8 -_ — —_ —_ {3.8) —_
Share-based payment net of tax effects — —_ o e — — 5.4 5.4

At 31 December 2022 34.8 {(4.2) 1,1455 1.8 44.6 e 211 1,2436

1. The directors did not declare a dividend 1n 2022 ar 2021.

Share capital — The balance classified as share capital 15 the nominal proceeds on issue of the Company’s equity share capital, comprising
2 1/15p ordinary shares.

Employee henefit trust and treasury shares — Shares that have been bought back by the Campany which are available for retirement or
resale; shares hald in the employee benefit trust have no voting rights and no entitlement to a dividend.

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

Capitat redemplion reserve — The Company can redeem shares by repaying the market valua ta the sharehaoldar, wheraupan the shares are
cancelled. Redemption must be fraom distriputable profits. The Capital redemption reserve reprasents the nominal value of the shares
redeemed.

Merger reserve — The merger reserve arose from the adoption of the exemption under section 131 of the Companies Act not to set up a share
premium account in raspect of shares issued far the acquisition of entities. The amounts attributed to the shares issued for these acquisitions
that exceeded their nominal value was transterred to the merger reserve.

Cash flow hedging reserves — This reserve records the portion of the gain or loss ¢n a hedging instrument in a cash flow that is determined to
be an effective hedge.

Retained earnings — Net (losses)/profits accumulated in the Company after dividends are paid.

The accompanying notes are an integral part of the financial statements.
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7.3 Notes 1o the Company financial stalements

7.4.7 Accounting policies
@ Accounting policies

Basis of preparation

In preparing these financial statements. the Cempany applies the recognition. measurement and disclosure requirements of UK-adopted
international accounting standards, but makes amendments where nacessary in order to comply with Companies Act 2006 and has set out
below where advantage of the FRS 101 disclosure exemptions has been taken.

The financial stalements have been prepared in accordance with Financial Feporting Standard 101 — Reduced Disclosure Framework (FRS
101) as issued by the Financial Reporting Council. The Company has not presented its own profit and loss account as permitted by Section
408 of the Companies Act 2006.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard in relation to share
based payments, financial instruments, capital management, presentation of comparative information in respect of certain assets. presentation
of a cash-flow statement, standards not yet effective, impairment of assets and related party transactions.

The financial statements have been prepared on the histarical cost basis and on the going concern basis. except for the revaluation of certain
financial instruments. Historical cost is generally based on the fair value of the consideration given in exchange for the goods and services. The
principal accounting policies adopted are the same as those set out in Sections 1 1o 8 of the consclidated financial statermeants, except as noted
below.

{a) Investiments in subsidiaries

Significant accounting judgements, estimates and assumptions

The Company has investments in subsidiaries which are shown at cost, less provisions for impairment. Invesiments in subsidiaries are
reviewed far impairment annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired.

The Company determinas whather investments in subsidianes are impaired based on impairment indicators. If an indicator is identified, an
impairment test is performed. This involves estimation of the enterprise vafue of the investee which is determines based on the greater of
discounted future cash flows at a suitable discount rate or through the recoverable value of the investments held by the investee company.

(b} Pension schemes

The Company participates in a defined contribution scheme where contributions are charged to the profit and loss account in the year in which
they are due. The scheme is funded and the payment of contributions is made to a separately administered trust fund. The assets of the
scheme are held separately from the Company. The Company remits monthly pension contributions 1o Capita Business Services Limited, a
supsidiary undertaking. which pays the Group liability centrally. Any unpaid contributions at the year-end have been accrued in the accounts of
that company.

The Company also has employees who are members of a defined benefit scheme operated by the Group ~ the Capita Pension & Life
Assurance Scheme (the Capita DB Scheme). The Company has a current employee who continues to accrug benefits in the Capita DB
Scheme.

The last remaining active employee transferred to a subsidiary company on 1 November 2022, Since the Company no longer has any active
members in the Capita DB Scheme, this triggered a cessation event which means a Section 75 debt (which is a statutory debt due from a
participating employer to the trustees of a multi-employer defined benefit pension scheme which is in deficit) became due. However, the
Trustee Board of the Capita DB Scheme has agreed that the pension liabilities attribulable to the Company can be transferred to Capita
Business Services Limited (the Principal Employer of the Capita DB Scheme), which will remove the Section 75 debt due from the Company.
This Flexible Apportionment Arrangement {FAA) is expected to be finalised in 2023. Following the finalisation of the FAA, the Company will no
longer be a formal participating employer in the Capita DB Scheme.

Since there is no contractual arrangement or stated Group policy for charging the nat defined benefit cost of the Capita DB Scheme to
participating entities, the net defined benefit cost is recognised futly by Capiia Business Services Limited. The Company then recognises a cost
equal ta its contribution payable for the applicable period. The contributions payable by the participating entities are determined on the following
basis:

+ The Capita DB Scheme provides benefils on a defined benefit basis funded from assets held in a separate trustee-administered fund.

« The Capita DB Scheme is a non-sagregated scheme with around 200 different sections in the scheme where each section provides benefits
on a particular basis (some based on final salary, some based on career average earings) to particular groups of employees.

« At each full actuarial valuation of the Capita DB Scheme (carried out triennially}, the contribution rates for those sections containing active
members are calcutated. 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 for 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 employees participating in the Capita DB Scheme.

A full actuarial valuation of the Capita DB Scheme is carried out every three years by an independent qualified actuary for the Trustee Board,
with the last full actuarial valuation carried out as at 31 March 2020. The purpase cf that valuation is to design a funding plan to ensure that the
Capita DB Scheme has sufficient assets available to meet future benefit payments, based on assumptions agreed between the Trustee Board
and Capita Business Services Limited. The 31 March 2020 actuarial valuation showed a funding deficit of £182.2m (31 March 2017: £185.0m).
This equates to a funding level of 89.0% (31 March 2017: 86%). As a result of the funding valuation, Capita Business Services Limited and the
Trustee Board agreed a funding plan to eliminate the deficit - Capita Business Services Limited has agreed to pay additional contributions
totalling £124m between July 2021 and December 2023.

In addition to the above, Capita Busingss $Services Limited has agreed to make additional, non-statutory, contributions of £15m each year in
2024, 2025 and 2026 to meet a secondary funding target.
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The Trustee Board has agreed with Capita Business Services Limited to accelerate the payment of some of the deficit contributions on a pound
tor pound basis in the event of disposal proceeds being used 1o fund mandatory prepaymenis of debt,

The next scheme funding assessment is expected to be carried out with an effective date of 31 March 2023.

Note 5.2 of the Group's consolidated financial statements sets out more detail about the pension obligations.

{c) Share-based payments

Subsidiary companies of the Company reimburse the Company through the intercompany account for charges attributable to their employeas
participating in the Company's share schemes.

{d) Amounts owed by/to subsidiary companies

Significant accounting judgements, estimates and assumptions

The amounts owed by and to subsidiary companies are shown at cost plus accrued interest less any provision for impairmant. Amounts owed
by subsidiary companies are reviewed tor impairment annually or more frequently if events ar changes in circumstances indicate that the
carrying value may be impaired. The Company detérmines whether amounts owed by subsidiary companies are impaired by censidering if
there is an indicator of increased credit risk. The key assumption considered is the probability of a subsidiary undertaking going into default at
the balance sheet date.

The definition of default used by the Company is that the counterparty is in a net liability position. [n this case credit risk at the balance sheet
date is captured by the definition of default and the probability of default accurring in the next day (reflecting the contractual period of a demand
loan). The policy is to assess the net asset/net liability position of each investment and then to conclude on the probability of default. and
auantum at any impairment, by reference to the future discounted cash flows. With tha contractual arrangements either based on repaymant on
demand or fixed term loan the future credit risk had a very limited impact on the calculation of expected credit losses at the balance sheet date.

The cash shortfalls arising when an amount owed by a subsidiary undertaking is in default are assessed by discounting the expected future
cash flows at the original effective interest rate of the instrument. Where it is expecled that the principal and all associated interest can be
recovered at some point in the future, no material expected credit loss is recognised.

TR F Intandelad AeSein
Captalised
software Other
development intangibles Tatal
£m £m £m

Cost
At 1 January 2022 31.8 157 47.5
Intragroup transfer (31.1) (15.7) (46.8)
Retirament (0.7) —_ (0.7)
At 31 December 2022 - —— —_
Amortisation
At 1 January 2022 11.2 9.5 207
Charge for the year 5.1 0.8 6.0
Intragroup transfer (15.9) (10.4) (26.3)
Retirement (0.4) o 0.4)
At 31 December 2022 —_— e, —_
Net book value:
At 1 January 2022 20.6 6.2 26.8
At 31 December 2022 [ — —

On 1 November 2022, certain tangible and intangible assets were transferred to Capita Shared Services Limited (a wholly owned subsidiary of
the Company) as part of a Group recrganisation. All the assets were transferred at their net book value, with the consideration remaining
autstanding as an inter«company lcan.

Other intangibles relates to software purchased from third partfes.
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Short-term Equipment
Computer leasehold nght-ot-use
equipment  improvements asset Tatal
£m £m £ £m
Cost
At 1 January 2022 222 1.3 0.4 23.9
Additions 3.0 6.1 —_ 3.1
Intragroup transfer (23.9) 0.1 — (23.8)
Asset retirements {1.3) {0.1) — 1.4)
At 31 December 2022 — 1.4 0.4 1.8
Depreciation
At 1 January 2022 9.8 0.5 0.4 10.7
Charge for the year 4.7 0.3 s 5.0
Intragroup transfer {13.2) (0.1) e (13.3)
Asset retirements (1.3) (0.1) — {1.4)
At 31 December 2022 — 0.6 a.4 1.0
Net book value:
At 1 January 2022 12.4 0.8 —_ 13.2
At 31 December 2022 —_ 0.8 —_— 0.8

On 1 November 2022, certain tangible and intangible assets were transferred to Capita Shared Services Limited (a whally owned subsidiary of
the Company) as part of a Group reorganisation. All the assets were transferred at their net book value, with the consideration remaining

outstanding as an inter-company ioan.

7.3.4 investiments

Sharesin
subsichary
undertakings
£m

Net book value

At 1 January 2022 947.3
Additions' 54.0
Impairment® (7.0)
At 31 December 2022 994.3

1. Duiing the year ended 31 Decemnber 2002 Capita plc invested £54.0m in Capita Life & Pensions Regulated Services Limited.
2. During the year ended 31 December 2022, Capita plt impaired its nvastments in Capita Finanaial Services Holklings Limiled by £6.4m and Capita Empiloyes Benefils Holdings Limited by
£0.6m.

Proportion of nammal
value of issued shares

Dirgct investments Registered office by the Comphaer!g
Capita Pension Soiutions Limited?® 65 Grasham Street, London, England, EC2V 7NQ 100%
Capita Legal Services Limited! 65 Gresham Street, London, England, EC2V 7NQ 100%
Capita Employee Benefils Hoidings Limited' 65 Gresham Street, London, England. EC2V 7NQ 100%
Capita Financial Services Holdings Limited’ 65 Gresham Street, London, England, EC2V 7NQ 100%
Capita Group Insurance PCC Limited® gorey Court, Admiral Park, St. Peter Port, Guernsey, GY1 4AT, 100%
uernsey

Capita Holdings Limited' 65 Gresham Street, London, England. EC2V 7NQ 100%
Capita International Limited? 65 Gresham Street, London, England, EC2V 7NQ 100%
Capita Life & Pensions Regulated Services Limited® 65 Grasham Street, London, England, EC2V 7NQ 100%
Capita International Retirament Benefit Scheme 65 Gresham Street, London, England, EC2V 7NQ 100%
Trustees Limited?

Capita Ireland Limited?® 2Dr2ﬁ PFITO(:??I’" Block 5, Irish Life Centra, Abbey Street Lower, Dublin 1, 100%
Capita Life & Pensions Services Limited® 65 Gresham Street, London. England, EC2V 7NQ 100°%
Capita Shared Sesvices Limitad® 65 Grasham Street, London, England, EC2V 7NQ 100%

1. lnvesting halding company

2. Qutsourcing services company

3. Insurance captive

4. Trustes company for the pension schemas
5. In hquidatian

6. Internal serwices company
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T34 Imvestinents nominued

Certain subsidiaries of the Group have opted to take advantage of a statutory exemption from having an audit in respect of their individual
statutory accounts. Strict criteria must be met for this exemption to be taken and has been agreed to by the diractors of those subsidiary
entities.

Listed in note 7.3.17 to the Company financia! statements are subsidiaries controlled and consalidated by the Group, where the directors have
taken advantage of the exemption from having an audit of the entities’ individual financial statements for the year ended 31 December 2022 in
aceordance with Saction 479A of The Companies Act 2006.

To facilitate the adoption of this exemption, Capita ple, the parent company of the subsidiaries concerned. undertakes to provide a guarantee
under Section 479C of the Companies Act 2006 in respect of those subsidiares. Details of all indirect subsidiaries, as required under

Section 409 of the Companies Act 2006, are reported in note 7.3.17 to the Company financial statements.

The Company considered whether there was an indicator of impairment in investments in subsgidiaries at 31 December 2022, and due to the
Company's market capitatisation being below the carrying value of the Company's net assets, concluded a trigger existed and performed an
impairment test.

The impairment test

The cash flow projections used for the impairment test, are derived from the 2023-2025 business plans approved by the Board. The enterprise
value is then calculated kased on the present value of estimated future cash flows discounted at the current market rate of return.

The long-lerm growtih rate is based on econoric growth forgcasts by recognised bodies and this has been applied to the forecast cash flows
for the terminal period. The 2022 long-term grawth rate is 2.2% (2021 1.7%%).

Maragement estimates discount rates using pre-tax rates that reflected the latest market assumptions for the risk-free rate, the equity risk
premium and the cost of debt. which are all based on publicly available external sources.

The table below represents the pre-tax discount rates applied to the cash flows for 2022 and 2021.

Capita Partfolio

Capita Public
Service Capita Experience Peopie Software Business Solutions Travel Fera
2022 11.8% 10.4% 14.3% 12.1% 12,1% 13.0% 11.2%
2021 13.0% 11.6% 12.4% 12.8% 13.3% 15.7% 11.9%

Sensitivity analysis

The impairment testing as described is reliant on the accuracy of management's farecasts and the assumations that underlie them; and on the
selection of the discount and growth rates to be applied. To gauge the sensitivity of the result to a change in any one. or combination of the
assumptions that underlie the madel, a number of scenarios were developed to identify the range of reasonably possitle alternatives and
measure which investments are the most susceptible to an impairment should the assumptions used be varied. This sensitivity analysis is only
applicable to those investments which have not already been fully impaired.

The table below shaws the additional impairment required (with all other variables being equal) by: an increase in discount rate of 1%; or a
decrease in the long-term growth rate of 1% (for the terminal period) for each of the investments: cr by the severe but plausible downsides
applied to the base-case projections for assessing going concerm and viability, without mitigations; and from all of the scenarios together. The
table below excludes those investments which have been fully impaired previously or are held at nominal value.

1% decrease in Severe but

1% increase in lang-term plausible Cembination
discount rate growth rate downside sensitivity
£m £m tm €m

Capita Pension Solutions Limited — s
Capita Financial Services Holdings Limiled _ —
Capita Group Insurance PCC Limited —_ —_ _
Capita Haldings Limited — —

Capita International Limited — —
Capita Life & Pensions Regulated Services Limited —_ — — —
Capita Employee Benefits Haldings Limited

At 31 December 2022, an impairment of £7.0m (2021: £0.8m) arose from the impairment test performed. Under the combination sensitivity
scenario no additional impairments were highlighted where the enterprise value was used for impairment assessment.

Management continue to monitor closely the performance of all investments in subsidiaries and consider the impact of any changes to the key
assumptions. Given that the performance of certain subsidiaries has been affected by the continued recovery from Govid-19, there is a greater
range of patential future outcomes. A number of these downsides would give rise to an impairment,
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Financial Financial Finanaal Finanaial
asgels liabilities assets liabilities
2022 2022 2021 2021
£m £m £m £m
Cash flow hedges —_ — 0.@ 1.8
Non-designated foreign exchange forwards and swaps 10.7 0.1 1.8 4.7
Lease liabilities _ e — 0.1
Cross-currency interest rale swaps 25.8 1.0 30.2 2.2
36.5 1.1 32.9 8.8
Analysed as:
Currant . 15.7 041 10.9 5.2
Nan-current 20.8 1.0 22.0 3.6
36.5 1.1 329 8.8
7.3.8 Defarred tax
2022 2021
£m £m
Deferred tax included in the balarnce sheat is as follows:
Accelerated capital allowances a8 5.4
Tax losses 1.0 1.0
Gther short term timing differences 6.3 6.3
1.2 12.7
7.3.7 Amounts owed by/to subsidiary companies
Current Naon-c urrent
2022 208+ 2022 2021
£m £m £m £m
Amounts owed by subsidiary companies 2,494.8 2.619.8 64.4 —_

Amounts due within one year are repayable cn demand along with any accrued interest. Amounts due after more than cne year is a fixed term
loan. The expected credit loss provision against amounts owed by subsidiary undertakings is immaterial.

The non-current receivable relates to a long-term loan to a subsidiary. This was previously considered to be a current receivable but following a
reassessment has been reclassified to nan-current at 31 December 2022,

Cutrent Non-gurrent
2022 2021 2022 202t
£m £m £m £m

Amounts owed to subsidiary companies 2,302.7 2.086.8 —_ —

Amounts owed to subsidiary companigs are repayable on demand along with any accrued interest.

TAE Trade angd other receivables

Currant Non-cutrent

2022 2021 2022 2021

£m £€m £m £m

Trade receivables —_ e — —
Other debtors 1.1 2.0 —_ —_
Other taxes and social security 0.1 1.4 —_ —
Prepayments 0.4 9.7 —_ 0.1

1.6 13.1 — 0.1
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Current Non-current
2022 202+ 2022 2021
£m £m £m £m
Trade creditors 8.9 7.2 —_ —
Other creditors 0.7 Q0.7 —_ 0.3
9.6 7.9 —_ 0.3

FOAHD Provisions
2022 2021
£m £m
At 1 January 8.2 17.3
Provisions provided for during the year 1.6 8.8
Provisions released during the year {(1.2) (5.9)
Utilisation {3.8) (12.0)
At 31 December 4.8 8.2

The majority of the pravisians relate to the claims and lihgation provision of £4.0m. Further detail on these provisions can be found in note 3.6

to the Group's consolidated financial statements.

3.1 Borrowings

2022 2021
£m £m
Private placement loan notes 442 201.8
Credit facilities' — 46.0
44.2 247.9
1. Credit fagilitias mcludes £nd 2021 £40.0m} drawing on the RCF.
Maturity analysis is as follows:
Falling due within a year - 196.2
Falling due after more than 5 years 44.2 51.7
Total borrowings 44.2 247.9
The Gornpany issued guaranteed unsecured private placement loan notes as follows:
Interest rate EUR
(&) {m) Matunty
Fixed rate bearer notas 3.825 EUR 53.4 10 November 2027
Total of euro denominated private placement loan notes 53.4

In July 2022, the Group signed an extension of the £300m forward start revolving credit facility (RCF) with its lending banks for a further twelve
months to August 2024. The new facility commenced on 31 August 2022 upon the expiry of the previous RCF and provides the Group with
committed kouidity for the cash fluctuations of the business cycle and an allowance for contingencies. and incorporates provisions such that it
will partially reduce in quantum as a consequence of specified fransactions. The RCF was not drawn upon at 31 December 2022 and had a

total committed value of £288 4m.
Further detail on these facilities can be found in note 4.2 to the Group's consolidated financial statemenits.

TR Shore sapital

Disclosures about the share capital, share premium. employee benefit trust and treasury shares of the Company have been includad in

note 4.6 to the Group's consalidated financial statements.

FAG Cantlogent liabilities

The Company has provided, through the normat ¢ourse of its business, performance bonds and bank guarantees of £34.0m (2021: £28.7m).
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7.3.14 Related-pariy transactions

In the foliowing. amounts for purchases and sales are for fransactions inveiced during the year inclusive of VAT where applicable. All
transactions are undertaken at arm’s-length prices,

During the year, the Company sold goods/services in the normal coursa of business to Entrust Support Services Limited for £1.2m (2021:
£0.8). The Company purchased goods/services in the normal course of business for £0.4m (2021: £0.2m}. At the balance sheet date, the net
amount receivable from Entrust Support Services Limited was £nil {2021: £nil}.

During the year, the Company sold goods/services in the normal course of business to Capita Glamorgan Consultancy Limited for £0.1m
{2021: £0.1m). The Company purchased goods/services in the normal course of business for £nil (2021: £nil). At the balance sheet date. the
nel amount receivable from Capita Glamargan Consultancy Limited was £nil (2021: £nil),

During the year, the Company sold goods/services in the normal course of business to Fera Science Limited for £0.7m (2021: £0.6m). The
Company purchased goods/services in the normal course of business for £0.1m (2021: £nil). At the balance sheet date, the net amount
receivable from Fera Science Limited was £nil {2021: £nil).

7.3.15 Pension costs
The Company operates defined benefit and defined contribution schemes. The pensicn charge for these schemes for the year was £1.5m
(2021: £2.0m).

7.3.18 Share-nased paymenis
The Company operates several share-based payment plans and details of the schemes are disclosed in note 5.1 of the Group's consolidated
financial statements.

The Group recognised an expense for share-based payments in respact of emplayee services received during the year to 31 December 2022
of £5.4m (2021: £1.2m}, all of which arises fram equity-settled share-based payment transactions. The total Company expense, after
recharging subsidiary undertakings, charged to the income statement in respect of share-based payments was £3,0m {2021: £0.6m).
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The slated address relates to the piace of incorporation of the entity. which 13 the same as its tax residence in all cases other than Capita
Group Insurance PCC Limited which is incorporated in Guernsey, but which is ax resident in the UK.

Unless otherwise indicated, all shareholdings are owned indirectly by the company and represent 100% of the issued share capital of the
subsidiary. Dormant companies are marked (D).

Company name Share class Campany name Share class
Agiila Limited ® £1.00 Qrdinary Capita Group Insurance PCC Limited *7 * £1.00 CG1
£1.00 CIC2
£1.00 Ordinary
Akinika Debt Recovery Limited © £1.00 Ordinary Capita Group Limited (in fiquidation) £1.00 Ordinary
Akinika Limited ~ £1.00 Ordinary Capita Group Secretary Limited (D) * £1.00 Ordinary
Akinika UK Limited (in liquidation} £1.00 Ordinary Capita HCH Limited ¢ £1.00 Ordinary
Artficial Labs Ltd 1> ® £0.000025 Capita Haalth and Wellbeing Limited * £1.00 Ordinary
Ordinary
Barrachd Limited {in liquidation) '* £1.00 Ordinary Capita Health Holdings Limited ¥ £1.00 Ordinary
BCS Design Lid {in liquidation) ' £1.00 Ordinary Capita Holdings Limited ** £1.00 Ordinary
Booking Services International Limited * £1.00 Ordinary Gapita |B Solutians (HK) Limited *' HKD1.00 Crdinary A
HKD1.00 Crdinary B
Brentside Communications Limited (D) * £1.00 Ordinary Capita |B Solutions (kreland) Limited © €1.00 Ordinary
Brightwave Enterprises Limited * £1.00 Ordinary Capita 1B Solutions Limited * £1.00 Ordinary
Brightwave Holdings Limited ® £1.00 Ordinary Capita India Private Limited 2 INR10.00 Ordinary
Brightwave Limited ? £1.00 Ordinary Capita Insurance Services Group Limited # £1.00 Ordinary
BS! Group Limited * £1.00 Ordinary Capita Insurance Services Holdings Limited # £1.00 Ordinary
Call Vision Technologies Lid (in liquidation) ' £1.00 Ordinary Capita Insurance Services Limited ® £1.00 Ordinary
Gapita (02549055) Limited (in liquidation) ' £1.00 Ordinary Capita International Limited ® * £1.00 Ordinary
Capita (04472243) Luvuted (n hquidation) ! £1.00 Ordinary Captta International Retirement Benefit Scheme £21.00 Ordinary
Trustees Limited 9 *
Capita (210568) Limited ° €0.0012 Ordinary Capita Ireland Limied ® - €1.00 Crdinary
Capita (8588350) Limited (In liquidation) £1.00 Ordinary Capita IT Services (BSF) Limited * £1.00 Ordinary
Qapita {Polska) Spdtka 7 ograniczong odpowiedzialnoscia - PLZ50.00 Ordinary Capita IT Services Haldings Limited ° £1.00 Crdinary
Capita {South Africa) (Pty) Limiteq 2 ZAR1.00 Ordinary Capita IT Services Limited & £1.00 Crdinary
Capita (USA) Hotdings Inc. ™7 US$1.00 Ordinary Capita Justice & Secure Services Hoidings Limited ®  £1.00 Crdinary
Capits Birmingham Limited ° £1.00 Ordinary Capita Land Limited (In Iquidation)’ £1.00 Crdinary
Capita Business Services Ltd ° £1.00 Ordinary Capita Learning Limited © £1.00 Crdinary
Capita Business Support Services Ireland Limited » €1.00 Qrdinary Capita Legal Services Limited * * £1.00 Crdinary
Capila Corporate Director Lirmited (Dy * £1.00 Qrdinary Capita Life & Pensions Regulated Services Limited ? * £1.00 Ordinary
Capita CTI {USA) LLG '? L551.00 Ordinary Capita Life & Pensions Services Limited * * £1.00 Crdinary
Capita Customer Management Limitad * £1.00 Ordinary Capita Life and Pensions international Limited ¥ £1.00 Crdinary
Capita Customer Services (Germany) GmbH ® €1.00 Qrdinary Ei.?npigadl_gige and Pensions Senaces (isle of Man) £1.00 Crdinary
Capita Customer Sarvices AG ¥ CHF1.00 Ordinary Capita Managed IT Solutions Limited 22 £1.00 Crdinary
Capita Gustomer Solutions {UK) Limited * £1.00 Ordinary Capita Mclarens Limited ¥ £1.00 Crdinary
Capita Customer Sclutions Limited * €1.00 Ordinary Capita Maortgage Administration Limited @ £1.00 Ordinary
Capita Cyprus Holdings Limited 3 £1.00 Ordinary Capita Mortgage Software Solutions Limited ¥ £1.00 Ordinary
Capita Dubai Limited ® £1.00 Ordinary Capita Norman + Dawbarn Limited {D}* ~ NGN1.00 Ordinary
Capita Employee Benefits (Consuling) Limited * £1.00 Ordinary ]Qapict(:t%ms@pre Services Private Limited (in INFR10.00 Qrdinary
iquidati -
Capita Employee Benefits Holdings Limited * ~ £1.60 Ordinary anpita Pension Solutions Limted * £1.00 Qrdinary
Capita Energie Services GmbH = = €1.00 Ordinary E_ap_ita F;raperly and Infrastructure (Structures) £1.00 Ordinary
Capita ESS Holdings Limited ® £1.00 Ordinary C;;T;;lezadF;ropeny and Infrastructure Consultants LLC AED1.000.00
(in tiquigationy  * Cudhnary
Capita Financial Services Holdings Limited ¥ * £1.00 Ordinary Capita Property and Infrastructure Holdings Limited *  £1.00 Ordinary
Capita Gas Registration and Ancillary Services Limited ® £1.00 Ordinary Capita Property and Infrastructure International £1.00 Ordinary
Haldings Limited (D} ®
Capita GMPS Trustees Limited (D) ? £1.00 Ordinary S;ﬁread}:(.g))geny and Infrastructure International £1.00 Ordinary

Capita Grosvenor Limited (in liquidation) £1.00 Ordinary Capita Property and Infrastructure Limited ° £1.00 Ordinary
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Company name

Share class

Company name

Shara class

Capita Resourging Limited *

Capita Ratall Financial Services Limited ®

Capita Retain Limited ?

Capita Retain {USA) LLGC *

Capita Scotland (Pension} Limited Partnership #°
Capita Scotland Generat Partner {Pension) Limiled #°

Capita Secure Information Solutions Limited *

Capita Shared Services Limited * *

Capita Southampton Limited ®

Capita Symonds (Asia) Limited *

Capita Symonds India Private Limited {in liquidation) “®
Capita Symands Saudi Arabia Limited (D) 2!

Capita Travel & Events Holdings Limited ¢

Capita West GmbH *

Capita Workforce Management Limited
CAS Services US Inc '

CCSD Services Limited (in liquidation)
CHKS Limnited *

Clinical Solutions Acguisition Limited ®
Ciinical Solutions Finance Limited ®
Clinical Solutions Group (International} LLG (D) '3
Clinical Solutions Holdings Limited ®
Climcal Solutions International Lirmited ®
Ciinical Solutiens IP Limited (D) *
Caomplete Imaging Limited (in liquidahon) '
Computerland UK Limited ®

Contact Associates Limited °

CPLAS Trustees Limited (D) ®

€S Glinical Soluttons tndia Private Limited (in liguidation) 2

Cymbia Limited (in liquidatian) !
Daisy Updata Communications Limited 2> &
Dabt Solutions (Haldings) Limited ~

Dragonfly Technology Solutions Ltd ®

DSTBTD LIMITED % <

Duke 2021 Topco Limited * =

E.B. Consultants Limited (D) ®

Electra-Net {UK) Limited *

Electra-Net Group Lirnited (in liguidation) !
Electra-Net Holdings Limited (in liquidation} '
Emercom Ltd (in liquidation) '

Entrust Support Services Limited 3 w
Equita Limited *

Equitabla Holdings Limited ({0} *

Eureka Assesscria Empresarial Ltda (D) ™ ¢
Euristix (Holdings) Limitad ¥

Euristix Limited ®

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
N/A
N/A
£1.00 Ordinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordirary
£1.00 Ordinary
INR10.00 Ordinary
N/A

£1.00 Ordinary

€25,000.00
QOrdinary

£1.00 Ordinary
US$1.00 Ordinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
N/A

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
INR10.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary B
£1.00 Ordinary
£0.000001
Qrdinary

£0.000001 A
Ordinary

£0.001 Ordinary
£1.00 B Crdinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1,00 QOrdinary X
£1.00 Ordinary
£1.00 Ordinary
BAL1.00 Crdinary
£1.00 Ordinary
£1.00 Ordinary

Evolvi Rail Systems Limited ®

Expotel Hotel Reservations Limited {in liquidation) '
Fera Science Limited ® ™

Fire Sarvice Collage Limited ?

FirstAssist Services Lunited ¢

Full Circle Contact Centre Services {Proprietary)
Limited ™

Gissings Trustees Limited {in liquidation)
Grosvenor Career Services Limited {D}?
Health Analyiics Lid (in liquidation} !

Level Financial Technology Limited ***
Liberty Printers (Ar And Rf Reddin} Limited®
Market Mortgage Limited -
Metacharge Limited (in liquidation)
NYS Corparate Lid. (in liquidation) '
Octal Business Solutions Limited *

2

Optilead Inc. {in liguidaticn} ¢

Optilgad Limited {in iquidation}'

PageCne Communications Limited *

RE (Regienal Enterprise) Limited ® ¥
Retain International (Hoidings) Limited ¥
Retain International Limited () ®

Ross & Roberts Limited ¢

Sbj Benefit Consultanis Limited (D) *

Sby Professicnal Trustees Limited (I *
SDP Regeneration Services 2 Limited (in liquidation) *
Security Watchdog Limited (n fiquidation) *
Smart DCC Limited ®

Stirling Park LLP ®

Synaptic Software Limited *

Tascor £ & D Services Limited ?

Tascar Services Limited ?

TELAG AG '®

The G2G3 Group Ltd, &

Thirty Three Group Limited ¢

Thirty Three LLP ®

Thirty Three APAC Limited (D) '?
ThirtyThree USA Inc. 2

Updata Infrastructure (UK} Limited ¥
Updata Infrastructure 2012 Limited (D) ¥
Urban Vision Partnership Limited * ~
Ventura (india) Private Limited ¥
Ventura (UK) India Limited ?

Venues Event Management Limited (in liquidation) '
Vaica Marketing Limited ®

Western Morigage Services Limited *
Woolf Limitad ®

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary B
£1.00 Ordinary

£1 00 Ordinary
ZAR0.01 Crdinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£0.001 Ordinary
£1.00 Qrdinary
£0.001 Ordinary
£1.00 Qrdinary
£1.00 Qrdinary

£1.00 Ordinary

US$0.001 Common
Stock

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary A
£1.00 Ordinary
£1,00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
N/A

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary

GHF1,000.00
Ordinary

£1.00 Ordinary

£1.00 Ordinary
N/A

HKD1.00 Qrdinary
US$1.00 QOrdinary
£1.00 Crdinary
£1.00 Ordinary
£1.00 Ordinary B
INR10.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Qrdinary
£1.00 Ordmnary
£1.00 Qrdinary
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Footnotes
* Campanies directly held by Capita plc,
> Shareholdings ewned indiractly by the company and represent 0.37% of the issued share capital of
subsidiary
< Shareheldings awned indirectly by the campany and represérnt 8.63% of the 1ssued share capital of
subsidiary
» Sharaholdings owned indy ectly by the company and represent 5.43% of the issued shara capital af
submidiary
- Shateholdings owned indirectly by the campany and reprasent 9 38% of the issuad share capital of
subsidiary
+ Shareheldings ownead indirectly by the campany and represent 49% of the issuad share capital of
subsidiary.
+. Shareholdings ownad indirectly by the company and represant 4% 95 of the 15sued share capital of
subsidiary
A Shareholdings owned mdrrectly by the company and repieseat 50% of the issued share caprtal of
subsidiary
» Shareholdings avrned indirectly by the company and represent 50 1% of the issyed share capital of
subsidiary.
¥ Sharehoidings cwned ndrectly by the company and represent 51% af the 1ssued share capital of
subsidiary,
- Sharehaldings owned indirectly by the company snd represent 48 29% of the sssued share capital
of subsidiary
& Sharehaldings owaed mdirectly by the company and represent 75% of the 1ssued share capital of
subsidiary .

Sharehaldings awnad indiractly by the company and represent 97 3% of the issurd share capital of
<ubsidiary
@ Shareholdings owned indirectly by the company and represent 26 87% af the 1ssued share capital
of subsidiary
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Centrum Biurowe Lubicz ul. Lubicz 23. 31-503 Krakow. Polska

Corporation Service Company. 251 Littie Falls Drive, Wilrringlon, Caunty of
Newcastle, Delaware 19808. Unitad States

Hardturmstrasse 101. Zirch, 8005 Switzerland

Hillview Mause. 81 Ghurch Road. Newtownabbey. Co Antrim BT36 7LQ,
Northern lratand

King Ahdul Aziz Stteet PO Box 7052 Dammam, Saudi Arabia
Konstanzerstrasse 17, Tagerwilen, 8274, Swatzerland

Lindred Hause, 20 Lindied Road, Bnegrfield. Nelson, Lancashire, BBS 55R.
England

Nassauer Ring 33-41. Krefeld, 47803, Germany

Pawition Bullding Ellsmuir Way, Tannochside Paric, Uddingston, Glasgow, G71
SPW, Scotland

Plant 6. Gate No. 2, Godrej and Boyce Complex. LBS Marg, Pirojshahnagar,
Vikhralr {(West), Mumbai. 400079, India

PO Bax a3, Doray Court, Admiral Park. St. Peter Port, Guernsey, GY1 4AT
PO Box 227, Peven| Builldings, Poverif Square Douglas, lsle of Man IM29 tRZ

Rift Accounting MHouse. 160 Eureka Park Upper Pemberton. Kennington,
Ashford. TN25 4AZ. England

Rugower Chaussee 4. Berln, 12489, Germany

The Beacon. 176 St Vincent Street, Glasgow, G2 583G, Scotland

The Rivernay Cenlre, Riverway. Slalford, 8T16 3TH, England

Themistakl Dervi 3, Juba House, Nicosia, 1066, Cyprus

Unit B. West Cork Technolagy Park, Clonakilty, Caik, lreland

Upper Ground Level. Lavel 1. Level 2, & Level 3. Tower B1, Margapatta Ciy
SEZ. Margapatta City. Hadapsar, Pune, 411013 India

Wsm, Gornect House 133-137 Alexandra Road Wimbledon, Londan. W19
7JY. England
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Section 7: Company financial statemenis continued

7.3.17 Belated companies continuad

Listed below are subsidiaries controlled and consolidated by the Group, where the directors have taken the exemption from having an audit of
its financial statements for the year ended 31 December 2022, This exempftion is taken in accordance with Section 479A of the Companies Act,

Company name rg;;:}?:t?gn Company name rgag'::t?gn
Akinitka Debt Recovery Limited 1242485  Capita Southampton Limited 10207908
Akinfka Limited 1613010  Capita Symonds (Asia) Limited 3023340
Baoking Services International Limited 1833039  Capita Travel & Events Holdings Limited 65258931
Breniside Communications Limited 1991595  CHKS Limited 2442958
Brightwave Enterprises Limitad 70686783  Clinical Sclutions Acquisition Limited 5353896
Brightwave Heldings Limited 7462788  Clinical Solutions Finance Limited 5337592
Brightwave Limited 4092349  Clinical Sclutions Holdings Limited 5337596
BSI Group Limited 3005596  Clinical Sclutions International Limited 4394761
Capila Birmingham Limited 5660977  Clinical Solutions IP Limited 5354046
Capita Customer Solutions {UK} Limited 7886341 Computerland UK Limited 2075625
Capita Dubai Limited 10908066 Contact Associates Limited 5601393
Capita Employee Benefits Haldings Limited 6722404  Debt Sclutions (Holdings) Limited 3673307
Capita ESS Holdings Limited 12714191 E.B. Consultants Limited 1106104
Capita Financial Services Holdings Limited 10016286 Electra-Net (UK) Limited 3419833
Capita Gas Registration and Ancillary Services Limited 5078781 Equita Limitad 3168371
Capita HCH Limited 2384029  Equitable Holdings Limited 2239663
Capita Health and Wellbeing Limited 3185776  Euristix (Holdings) Limited 5564856
Capita Health Holdings Limited 6413394  Euristix Limited 5420948
Capita Insurance Services Group Limited 2777642  Fire Service College Limited 8102633
Capita Insurance Services Heldings Limited 6041965  FirstAssist Services Limited 1404718
Capita Insurance Services Limited 1396443  Grosvencr Career Services Limited 3119327
Capita Internationai Limited 2683437  Liberly Printers (AR and BRF Reddin) Limited 2920033
Capita International Retirerent Benefit Scheme

Trustees Limited 2328910  Octal Business Solutions Limited 5182624
Capita IT Services (BSF) Limited 1855836 PageOne Communications Limited 04560277
Capita IT Services Holdings Limited 6002593  Retain International (Holdings) Limited 7871708
Capita IT Services Limited 5C045439  Retain Intermnational Limited 3081744
Capita Justice & Secure Services Haoldings Limited 4746912  Ross & Raoberts Limited 3365520
Capita L.earning Limitad 4968329  Sbj Benefit Consultants Limited 1834757
Capita l.egal Services Limited 8540594  Sbj Professional Trustees Limited 2547932
Capita Life and Pensions International Limied 5952054  Stirling Park LLP 30300097
Capita Managed |T Solutions Limited NIH32879  Tascor E & D Services Limited 9980217
Capita Mclarens Limited SC021024 The G2G3 Group Ltd SC199414
Capita Mortgage Software Solutions Limited 1855353  Thirty Three Group Limited 3626724
Capita Property and Infrastructure {Structures) Limited 2082106  Thirty Three LLP CC372v12
Capita Property and Infrastructure Holdings Limited 3840627  Updata Infrastructure (UK) Limited 6957583
Capita Property and Infrastructure Internationat

Holdings Limited 3860653  Updata Infrastructure 2012 Limited 4342422
Capita Property and Infrastructure Internationat

Limited 2762154  Urban Vision Partngrship Limited 5292634
Capita Retail Financial Services Limited 5296886  Ventura (UK) India Limited 5131185
Capita Scotland General Partner {Pension) Limited S0434757  Voice Marketing Limited 5820091

Capita Secure Information Solutions Limited 1593831 Woolf Limited 1564535




Additional
information

Financial
statements

Section 8: Additional information

Capita pic
Annual Report 2022

In this section
8.1 Shareholder information
8.2 Afernative parformance measures

8.1 Shareholder information

In this section we have provided you with some key informaticn
to manage your shareholding in Capita ple.

Useful websites

Capita (www.capita.com/investors)

Our corporate site is our main external communication channel where
we showcase our services, solutions and innovations from across the
wider Company. It also contains an investor section, where institutional
and private shareholders can access the latest announcements,
financial and statutory information and reports.

Shareholder portal {(www.capitashares.co.uk)

Capita’s register of shareholders is maintained by Link Group. Qur
sharehalder portal is a secure online site whers you can manage your
shareholding quickly and easily. You can manage many aspects, such
as viewing your halding, updating contact details, managing dividend
payments, requesting to receive shareholder communications by email
and registering. To register you will need your investor code, which can
be found on your share certificate or dividend confirmation.

e-communications

Help us communicate with you in a graener, more efficient and
cast-effective way by switching from postal 1o email communications,
which means that we will notify you by email each time new shareholder
communications have been pfaced on the Capita website.

Registering for e-communications is very straightforward. Go to our
shareholder portal www.capitashares.co.uk. Further infarmation about
aur shareholder portal is below.

Managing your sharehoiding

We aim to communicate effectively with our shareholders, via our
website www.capita.com/investors. Shareholders who have questions
relating to the Group's business or wish 10 receive further hard coples
of annual reports should contact Capita's investor relations team on
+44 (0) 7720 169 269 or email: IRTeam@capita.com

If you have any queries abaut your shargholding or dividend payments
please contact the Company's registrar, Link Group:

Link Group

10th Floor

Central Squareg

29 Wellington Street
Leeds LS1 40L

Emaii: shareholderenquiries@linkgroup.co.uk

Tel: +44 (0) 371 664 0300 (Calls are charged at the standard
geographic rate and will vary by provider. Calls cutside the United
Kingdarn are charged at the applicable internaticnal rate.}

Lines are open 9.00am - 5.30pm, Monday to Friday excluding public
holidays in England and Wales.

Company contact details

Registered office

Capita pic

65 Gresham Street

Laondon EG2V 7NQ

Tel: 020 7799 1525

Registered in England and Wales with registration number: 02081330

Investor Relations
IRTeam®@capita.com
Diractor of Invastor Ralations — Helen Parris

Company Secretariat
secretariat@capita.com
Chief General Counsel and Company Secretary — Claire Denton

Company advisers

independent auditor
KPMG LLP

Corporate brokers
Barclays Bark pltc

Numis Securities [imited

Bankers
Barclays Bank plc

Citicorp North America, Inc
Goldman Sachs International Bank
ING Bank NV, London Branch
Lloyds Bank plc

National Weastminster Bank plc

Corporate communications
Powerscaurt

Registrars
Link Group



Financial Additional
statements information

Capita plc
Annual Report 2022

B.2 Atternztive per{ormmncs measurss

The Group presents various allernative performance measures (APMs) as the performance of the Group is reported and measured on this
basis internally. This includes key performance indicators [KPls) such as adjusied revenue, adjusted profit before tax, adjusted earnings per
share, free cash flow before business exits, and gearing ratios.

These APMs should not be viewed as a complete picture of the Group's financial performance which is presented in the reported results. The
exclusicn of certain items may result in a more favourable view when cosis such as acquired intangible amortisation and impairments of
goodwill are excluded. These measures may not be comparable when reviewing similar measures reported by other companies.

Closest equivalent IFRS

APM measure Definition, Purpose and Reconciliation
income statement
Adjusted revenue Revenue Calculated as revenue less any revenue relating to businesses that have been sold, or exited during

the year or pricr year; or, are in the process of being sold, or exited.

This measure of revenue is used internally in respect of the Group's continuing business (being the
Group’s conlinuing activities, which exclude business exits) and the Board believes it is a good
indication of ongoing performance.

The table below shows a reconciliation between reported and adjusted revenue, as well as adjusted
revenue growth:

2022 2021
Reported revenue per the income statement £3,014.6m £3,182.5m
DCeduct: business exits (note 2.2.1) (£168.8m) (£404.7m)
Adjusted revenue £2,845.8m £2,777.8m
Adjusted revenue growth 2.4 % 0.1 %
Adjusted Operating profit  Caiculated as reported operating profit excluding items determined by the Board to be outside

operating profit underlying operations. These items are detailed in note 2.4.

The Board believes that this measure is useful for investors bacause it is closely monitored by
management to evaluate the Group's operating performance and to make financial, strategic and
operating decisions.

A reconciliation of reported to adjusted operating profit is provided in note 2.4,

Adjusted Operating profit  Calculated as the adjusted operating profit divided by adjusled revenue.
aperating profit margin ) o . .
margin This measure is an indicator of the Group's operating efficiency.

The table below shows the components, and calculation, of adjusled operating profit margin:

2022 2021'
Adjusted revenue a £2.845.8m £2,777.8m
Adjusted operating profit {note 2.4) b £102.9m (E77.7m)
Adjusted operating profit margin b/a 3.6 % (2.8)%
Adjusted EBITDA EBITDA Calculated as adjusted operaling profit for the last twelve months before: depreciation, amartisation

and impairment of property, plant and equipment and intangible assets; net finance costs; and the
share of results in associates and investment gains (other than those already excluded from
adjusted operating profit).

The directors believe that adjusted EBITDA is a useful measure for investors because it is closely

monitored by managemant to evaluate Group and divisionat operating performance and is the basis
of the measure agreed with the lenders for the purpose of measuring compliance with covenants.

This measure has been calculated pre and post IFRS 16 to enable investors to understand the
impact of the Group’s lease portfolio on adjusted EBITDA.

The tahle helow shows the calculation of adjusted EBITDA:

Post IFRS 16 Pre [FHS 16

2022 2021 2022 2021"
Adjusted profit before tax £73.8m (£122.8m) £79.0m (£117.6m)
Add back: adjusted net finance costs {note 4.3) £34.9m £44.5m £16.5m £25.0m
Add back: adjusted depreciation and impairment
of property, plant and equipment {note 3.2) £45.4m £49.4m £45.4m £49.4m
Add back: depreciation and impairment of right-of-
use asseats {note 3.5) £53.3m £81.5m £im £—m
Add back: adjusted amortisation and impairment
of intangibles {note 3.3) £37.2m £89.8m £37.2m £89.8m
Remove: Share of resulls in associates and
investment gains (income statement) (£5.8m) £0.6m (£5.8m) £0.6m
Adjusted EBITDA £238.8m £143.0m  £172.3m £47.2m

Adjusted EBITDA margin 8.4 % 51% 6.1 % 1.7 %
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8.2 Allernative perlermance maassuras continded

APM

Ciosest equivalent
IFRS measure

Definition, Purpose and
Reconciliation

Income statement continued

Adjusted profit
before tax

Profit before tax

Calculated as profit or loss before tax excluding the items detailed in note 2.4 which include: business
exits (trading resuits, non-trading expenses, and any gain/(loss) an businass disposal); acquired
intangible amortisation; and impairment of goodwill and acquired intangibles.

The Board believes that this measure is useful for investors because it is closely manitored by
management to evaluate the Group's operating performance and to make financial, strategic and
operating decisions.

A reconciliation of reported to adjusted profit before tax is provided in note 2.4.

Adjusted profit
after tax

Profit after tax

Calculated as the above adjusted profit or loss before tax. less the tax credit or expense on adjusted
profit or lass.

The table below shows a reconciliation:

2022 2021°
Adjusted profit/(loss) before tax (note 2.4) £73.8m {(£122.8m)
Tax on adjusted profit/{loss) {note 2.6.1} £31.8m (£4.0m)
Adjusted profit/(loss) after tax £105.6m {£126.8m)

Adjusted effective Tax rate

tax rate

0

Calculated as the income tax credit or expense on the adjusted profit or 10ss before tax divided by the
adjusted profit or loss before tax.

The effective tax rate for 31 December 2022 is calculated from the current year elements of
corporation (£12.6m) and deferred taxes (£(52.5)m) {2021: £{14.5)m and £60.3m respectivaly}, which
aexclude one-off items.

The Board helieves that this tax rate provides an indication of the effective average tax rate acrass
the Group on adjusted profit before tax.

Faor further information refer to note 2.6.

Adjusted basic

Basic earnings

earnings per share per share

Calculated as the adjusted profit/(loss) for the year after tax less non-contralling interests divided by
the weighted average number of ardinary shares outstanding during the year.

The Board believes that this provides an indication of basic earnings per share of the Group on
adjusted profit after tax.

For the calculation of adjusted basic earnings per share refer to note 2.7.

Adjusted diluted

Diluted

earnings per share earnings per

share

Calculated as the adjusted profit/(loss} for the year after tax less non-controlfling interests divided by
the weighted average number of ordinary shares cutstanding during the period plus the weighted
average number of ordinary shares that would have been issued on the conversion of all the dilutive
potential ardinary shares into ordinary shares.

The Board believes that this provides an indication of diluted earnings per share of the Group on
adjusted profit after tax.

For the calculation of adjusted diluted earnings per share refer to note 2.7.

Cash flows and net debt

Cash flows
generated/{used)
by operations
before business
exits

&

Cash
generated /
(used) by
operations

Calculated as the cash flows generated from operations excluding the items detailed in note 2.10.2
which includes: business exits (trading results. non-trading expenses) and pension deficit
contributions which have been triggered by disposals.

The Board believes that this measure is uselul for investors because it is closely monitored by
management 1 evaluate the Group's operating performance and to make financial, strategic and
operating decisians.

A reconciliation of reported to cash generated/{used) by operations excluding business exits is
provided in note 2.10.2.

Free cash flow
before business
exits

Net cash flows
from operating
activities

Calculated as cash generated from operations after: capital expenditure: income tax and interest; and,
the proceeds from the sale of property, plant and equipment and intangible assets, but before the
impact of business exits.

From 1 January 2022, the Board considers free cash flow and cash generated from operations hefcre
business exits provide a more representative measure of the sustainable cash flow of the Group.

Free cash flow is a measure used to show how efficient the Group is at generating cash and the
Board believes it is useful for investors and management to measure whether the Group has enough
cash to fund operations. capital expenditure, debt and pension obligations, and dividends.

A reconciliation of net cash flows from operating activities to free cash flow is provided in note 2.10.1
and a reconciliation of reported to free cash flow excluding business exits is provided in note 2,10.2.
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% 2 Alternative performanen moasures confinied

- Closest equivalentTFRS

APM Meastre Detinitian, Purpose and Reconcillation

[cashjiicwsAndnefdebcontinued

Adjusted Operating cash Calculated as operating cash flow before business exits divided by adjusted EBITDA.

ggg:&;t;;\%:ash Conversion The Board believes that this measure is useful for investars becauss it 1s closely monitored by
management to evaluate the Group's operating performance and to make financial. strategic and

@ operating decisions.

2022 2021

Adjusted EBITDA a £238.8m £143.0m
Working capital {£32.7m) (E113.6m)
Non-gash and olber adjustments (£44.7m)  £38.6m
Cperating cash flow before business exils b £161.4m £68.0m
Adjusted operating cash conversicn b/a 67.6 % 47.6 %

Net debt Borrowings, cash, Calculated as the net of the Group's: cash, cash equivalents and overdrafts, private placement loan

derivatives, lease
liabilities and
deferred
consideration

notes debt; other loan notes; currency and interest rate swaps; lease liabilities; and deferred
consideration.

The Board believes that net debt enables investors to see the economic effect of debt. related
hedges and cash and cash equivalents in total and shows the indebtedness of the Group.

The calculation of net debt is provided in notes 2.10.3 and 4.1.1

Net financial debt  No direct
{pre-IFRS 16) equivalent

Galculated as the sum of the Group's: cash, cash equivalents and overdrafts; the fair value of the
Group's private placement loan notes; other loan noles: and deferred consideration.

The Board believes that this measure of net debt allows investors to see the Group's net debt
paosition excluding its IFRS 16 lease liabilities.

2022 2021
Net debt (note 4.1.1) £482.4m £879.8m
Remove: IFRS16 impact (note 4.4) {£397.5m) (£448.4m)
Net financial debt (pre-IFRS 16) £84.9m £431.4m

Gearing: net debt No direct
to adjusted equivalent
EBITDA ratio

This ratio is calculated as net financial debt (pre-IFRS 16) divided by adjusted EBITDA over a
rolling twelve month period including business exits not yet completed at the balance sheet date.

The Board believes that this ratio is useful because it shows how significant net debt is relative to
adjusted EBITDA,

This measure has been calculated including and excluding the impact of IFRS 16 leases on
EBITDA and net debt because the Board believes this provides useful information to enable
investors to understand the impact of the Group’s lease portfelio on its gearing ratio.

The table below shaws the companents, and calculation, of the net debt / net financial debt (pre-
IFRS 16) to adjustad EBITDA ratio:

Post IFRS 16 Pre IFAS 16
2022 2021 2022 20217
Adjusted EBITDA £238.8m £181.7m £172.3m £85.9m
EBITDA in respect of business exits not yet
completed £1.3m £32.2m £1.3m £32.2m
Adjusted EBITDA (including business exits not
yel completed) £240.tm £213.9m £173.6m £1181m
Net debl / net financial debt (pre-IFRS 16) £482.4m £879.8m £84.9m £431.4m
Net debt / net financial debt {pre-IFRS 16) to
adjusted EBITDA ratio 2.0x 4.1x a.5% 3.7x

1. 2021 adjusted results have been re-presenied - please refer to note 2.4 for further detaits.
2. 2021 adjusted EBITDA has been re-presented excluding changes in business exits - please refer to note 2.4 for further details.

New APM in the year

Definition updated in the year

Comparatives rg-presentad
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