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WESTERN MORTGAGE SERVICES LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

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

Western Morlgage Scrvices Limited ("the Company™) is a wholly owned subsidiary of Capita ple (indircelly held). Capila ple along
with all its subsidiaries is hereafier referred to as "the Group”. The Company operates within the Capita Experience division of the
Group.

The principal activity of the Company continued to be that of the provision of mertgage administration services.

As shown in the Company's income staternent on page L3, the Company's revenue increased (rom £38,364k in 2020 10 £43.087k in
2021. Operating profit increased from £12.037k in 2020 to £13,229k in 2021. [n December 2021, the Co-operative Bank announced
their strategic deeision to terminate heir contract with the Company with cffeet from 30th November 2022, The two companies will
therefore work together on a transfer of services throughout 2022, This termination will have a maiterial elfeet on Western Mortgage
Services revenue and Operating Profit from December 2022, During 2021 revenue and operating profit included £3.2m of termination
compensation. This termination will not impact the Securitisation contracts or the ongoing going concern position of the Company.

Until 2020, costs that were directly attributable to revenue from operations were disclosed as administrative expenses. The Directors
believe the nature of such costs are directly related to providing mortgage administration services and should be classified as 'Cost of
Sales' in 2021 as 11 more appropriately reflects the nature of such costs and provides a belter understanding ol the Company's
performance and operatiens. The Company has therefore re-presented the comparative information for 2020.

The balance sheel on pages 14 & 15 of the financial statements shows the Company's financial position al the year end, The
Company's net assets increased from £74,781k in 2020 to £85,576k in 2021. Details of amounts owed by/to its parent Company and
fellow subsidiary undertakings are shown in notes 12 and 14 to the financial statements.

The Company did not incur any significant impact from the ongoing COVID-19 pandemic. All government guidelines were adhered
to throughout the year.

Key performance indicators used by Capita plc are operating margins, free cash flow and return on capital empleyed. Capita plc and
its subsidiaries manage their operations on a divisional basis and as a consequence. some of these indicators are monitored only at a
divisional level, The 2021 performance of the Capita Experience division of Capita ple is discussed in the Group's annual report
which does not forin part of this report.

Capital adequacy

Western Mortgage Services Limited is authorised and regulated by the Financial Conduct Autherity and is indivectly owned by Capita
ple. The requirements of these regulations apply 1o Western Mortgage Services Limited only and it does not censolidate at a group
level.

The Company has adequate capital resources and there are no foreseen events which may cause an adverse impact on eapital
rzquirement. Capital requirement calculation is as follows :

MIPRU 4.2.19 £000
Revenue trom home finance administration 31,527
Minimum Capital Requirement, higher of:

Minimum Capital Requitement 100
10% of annual income 3153
Actual Requirement 3,153




WESTERN MORTGAGE SERVICES LIMITED

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

MIPRU 4.2.11

Revenue [rom Home Finance Mediation and Insurance

Mediation 1,485
Minimum Capital Requirement, higher of:

Minimum Capital Requirement 5
2.5% of annual income 262
Actual Requirement 262
Total Actwal Capital Requirement 3,415
Shareholder Funds 85,570
Less : Intangibles -
Total Net Assets less Intangibles 83,576
Surplus 82.161
Coverage 25.00:1

The Company assesses the amount of regulated capital that it is required to held on a quarterly basis. It does so by reviewing its
torecast future cashflow to ensure it has sufficient capital for the foreseeable trading period. The Company also assesses its capital
requirements based on risks identified as part of the risk management processes detailed below, The management have asscssed that
there is minimal risk from any other source and no additional capital is required to cover any other risks. The above assessment is an
internal process, not a regulatory requirement.

The risks faced by the Company can be summarised as follows:

Strategic:
Changes in econemic and market conditions such as contract pricing and competition.

Finavcial:
Significant filurcs Ininternal systems of control and lack of corporate stability.

Operational:
Including recruitment and retention of staff, maintenance of reputation and strong supplier and customer relationships. operational [T
risk, and failurcs in infermation sceurity controls.

Complianece:
Non-compliance with laws and regulations. The Company must comply with an 2xtensive range of requirements that govern and
regulate its business, and decisions by regulaters can affect the Company's business and operations and these effects are often adverse.

Credif and residual risk
Credit risk is not considered to be significant for the Company. Credit exposure is limited to routine working capital related balances
primarily with its key comnmercial partner.

Market and securitisation visk
Western Mortgage Services Limited is not authorised to trade as principal and has no trading book. The Company has no Foreign
Exchange risk. Securitisation risk is not applicable to the Company.




WESTERN MORTGAGE SERVICES LIMITED

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

Liguiidity risk

The Company has developed a Liquidity Management Framework to formalise the monitoring and contrel processes in place to
cnsure Western Mortgage Scrvices Limited has sufticient liquid resources to meet its liabilitics as they come duc. This risk is
therefore corsidered to be minimal.

Insurance risk
This is not applicable as the Company does not write insurance.

Interest rate risk
Western Mortgage Scrvices Limited has no material exposure to interest rate risk.

Businesy risk
Business risk, or procyelicality (the risk of deterioration in business or economic conditions requiring a firm to raise capital}. is not
Eelieved to be significant in Western Mortgage Services Limited dug to the type of activities it is engaged in.

Concentration risk
The contract with the Co-cperative Bank will cease on 30th November 2022, Western Mortgage Services Limited will retain its
Securitisation contracts with other counterparties.

Group risk

The Capita Plc accounts for 2021 state a material uncertainty related to going concern, which sets out the risks around the refinancing
ot Capita Plc and the planned disposals. The Company is closely monitering this situation and key risk indicators with early wamings
are in place as part of the Risk Framework, The Dircctors do not expect this risk to materialise, Group risk is reviewed on at least a
yearly basis.

Leverage visk
The Company currently has no borrowing,

Data Protection risk
The risk in this area is critical because there are new threats which need 1o be managed as well as programmes of work to be
completed to enhance the control around data and 1T systems. The risks and its potential impacts arc as follows:
® Joss of client or customer data;
loss of one of Company’s data centres and not having disaster recovery and/or business continuity plans in place:
loss of scrvice availability to Company andfor its customers duc to cyber-attack;
unauthorised or inappropriate access to data due to cyber-attack;
reputational damage leading to loss of existing contracts and difficulty when bidding for new business; and
potertial or significant regulatory fines,

Other risk
The Directors have considered the current Ukraine/Russian conflict, but do not anticipate this having any material impact on Westemn
Mortgage Services.

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

control framework.

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




WESTERN MORTGAGE SERVICES LIMITED

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

Seetion 172 Statement

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

Further details of the Group's approach to each stakeholder are provided in Capita plc’s section 172 statement on pages 40 and 41 of

Capita ple’s 2021 Annual Report.

Our People

Why they are important?

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

What matters to them?

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

How we engaged?

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

Topics of Ergagement

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

Outcomes and actions

Issue of Capita specific Cavid-19 guidance and regular updates, new ¢nd temporary human
resource policies; increased provision and support for employee wellbeing and flexible
working: and simplification of property portfolio and office space.

Risks to stakeholder relationship

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

Key Metrics

Employee net promoter score, people survey completion level.

Clients and Customers

Why they are important?

They are recipients of Capita’s services; and Capita’s reputation depends on
delighting them.

What matters to them?

High-quality service delivery; delivery of translormation projects within agreed timeframes;
rapid response to support pandemic planning: and responsible and sustainable business
credentials.

How we engaged?

Client meetings and surveys, Regular meetings with government and annual review with
Cabinet Office and Created a senior elient partner programme giving an experienced, single
point of contact for key clients and customers.

Topics of Engagement

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

Qutcomes and actions

Feedback provided to business units to address any 1ssues raised, chent value propositions team
supporting divisions with cocreation ideas: and senior clicnr pactner programme undertaking
client-focused growth sprints te build understanding of client issues and ideas to help address
then.

Risks te stakeholder relationship

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

Key Metrics

Customer net promoter score. specific feedback on client engagements.
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Secetion 172 Statement (continucd)

Supplier and Partners

Why they are important?

They sharc our values and help us deliver our purpose; maintain high standards in our supply
chain; and achieve social, economic and environmental benefits aligned te the Social Value Act.

What matters to them?

Payments made within agreed payment terms. clear and fair procurement process. building
lasting commercial relationships, and working inclusively with all tvpes of business.

How we engaged?

Supplier meetings throughout the source te procure process, regular reviews with suppliers, and
supplier questionnaires.

Topics of Engagement

Supplier payments. sourcing requirements, supplier performance, and the Supplier Charter.

QOutcomes and actions

Alignment of payments with agreed terms, supplier feedback on improvements to the
procurement process, improvement plans and innovation oppoertunities, and improved adherence
to the Supplicr Charter.

Key Metrics

Percentage of supplier payments within agreed terms, supplier relationship management
feedback score, SME spend allocation; and supplier diversity profile.

Investors

Why they are important?

They own the business and provide essential capital; and their input and feedback is considered
when making decisions.

Whal matters to them?

Reporting on strategic, operational and ESG factors; financial performance; access to the Board
and senior management; and regular communication.

How we engaged?

Financial and other reports and trading updates. regular invester programme with Board and
feedback throughout the vear., discussions around AGM on resolutions and governance lopics,
dedicated investor relations contacts and email inbox and regular Board reports from investor
relations function and external advisers.

Topics of Engagement

Transformation progress, balance sheet and liquidity, ongoing impact of Covid-19 and
governance,

Qutcomes and actions

More frequent market communication; and increased level of cngagement with largest
shareholders.

Risks te stakeholder relationship

Changes to outsourcing market. eg government policy, delivery en strategic and financial
objectives, key aspects of governance. eg remuneration

Key metrics

Revenue; profit; free cash flow; net debt and gearing; and AGM voting

Society

Why they are impartant!!

Capita is a provider of key services to government impacting a large proporticn of the
population.

What matters to them?

Social mobility, youth skills and jobs; digital inslusion; diversity and inclusion; clinate chaoge;
business ethics and accreditations and benchmarking.

How we engaged?

Memberships of non-governmental organisations. charitable and community partnerships.
external accreditations and benchmarking and working with clients, suppliers and the Cabinet
Office.

Topics of Engagement

Youth employinent, tackling digital exclusion, workplace incqualitics, and climate change.
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Secetion 172 Statement (continucd)

Publication of net zero plan: real living wage accreditation: youth and empleyability programme;

Outcomes and actions . . L. .
and commitnients to tackle racism and enhance ethnic diversity.

Lack of understanding of the issues important to them and insufficiznt communicuation or

Risks to stakeholder relationship |. . . . . .
involvement in shaping and influencing strategies and plans.

Net zero by 2435; community investment; workforce diversity and ethnicity

Key Metrics dara, including pay gaps.

On behalf of the Board

T F Vanoverschelde
Director
26 April 2022




WESTERN MORTGAGE SERVICES LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

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

Results and dividends
The results for the year are set out on page 13.

No dividend was paid during the year (2020 : £nil}.

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

A P Brown
1 R Coventry
T F Vanoverschelde

Political donations
The Company made no political donations and incurred no political expenditure during the year (2024: £nil)

Employees
Details of the number of emplovees and related costs can be found in note 19 to the financial statements.

Disabled persons

Applications for employment by disabled persons are always fully eonsidered, bearing in mind the aptitudes of the applicant
concerned. In the event of members of staff becoming disabled, every effort is made to ensure that their employment within the C
ampany's continues and that the appropriate training is arranged. Tt is the policy of the Company that the training, career development
and promation of disabled persons should, as far as possible. be identical to that of other employees.

Employee involvement
The Company's policy is to consult and discuss with employees. throvgh unions, staff councils, and at meetings. matters likely to
affect the employees’ interests.

Information of matters of concern to employees is given through information bulletins and reports which seek to achieve a common
awareness on the part of all employees of the financial and ceconomic factors affecting the group's performance.

Auditor
KPMG LLP. having indicated its willingness to continue in office, will be deemed to be reappointed as audior under section 487(2)
af the Companies Act 2446.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

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

The Directors are responsible for preparing the Strategic report, the Directors® report and the financial statements in accordance with

applicable law and regulations.

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

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

seleet suitable accounting policies and then apply them consistently;
hd make judpements and estimates that are reasonable and prudent;
. state whether applicable UK accounting standards have been followed, subject to any material departures disclosed and
cxplained in the financial staiements;
. assess the Company’s ahility to continue as a going concern, disclosing, as applicable, matters related to going concern; and
. use the going cencern basis of accounting unless they either intend to liquidate the Company or to cease operations. or have
na realistic allernative bul to do so.

The Directors are respensible for keeping adequate accounting recerds that are sufficient to show and explain the Company’s
transactions and disclosc with reasonable aceuracy al any time the financial position of the Company and ¢nable them to cosore that
the financial statements comply with the Companies Act 2006. They are responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to traud or error, and
have general responsibility for taking such steps as arce reasonably open o them to safeguard the assets of the Company and to
prevent and detect traud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corperate and financial information included on the Company’s

websile, Legislation in the UK governing the preparation and dissemination ol financial statements may differ from legislation in

ather jurisdictions.

Statement of disclosure to auditor

Se far as cach person who was a Dircctor at the date of approving this report is aware. There is no relevant audit information, being
information needed by the auditor in connection with preparing its report, of which the Company's auditor is not aware. Having made
enquiries of fellow Directors and the Company's auditor, each Director has taken all the steps he/she might reasonably be expected to
take as a Dircctor in order to make himscelttherselt aware of any relevant audit infermation and to establish that the Company's auditor
is was are of that information.

Qualifving third party indemnity provisions
The Company has granted an indemnity to the Directors of the Compuny against liability in respect of proceedings brought by third

parties, subject to the conditions set out in the Companies Act 2006. Such qualifying third party indemnity provision remains in force
as at the date of approving the Directors’ report.

On behalf of the Board

T F Vanoverschelde
Director

26 April 2022




INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF WESTERN MORTGAGE SERVICES LIMITED

Opinion

We have audited the financial statements of Western Morigage Services Limited (“the Company™) for the year ended 31 December
2021 which comprise the Income Statement, Statemenlt of Comprehensive Income, Balance Sheet. Statement of Changes in Equity.
and related notes, including the accounting policies in note 1.
In our opinion the financial statements:
. give a true and fair view of the state of the Company’s affairs as at 31 December 2021 and of its profit for the year then
ended;

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

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (“[SAs (UK)") and applicable law. Cur
rzsponsibilities are described below. We have tulhilled our ethical responsibilities under, and are independent ot the Company in
accordance with, UK cthical requirements incloding the FRC Ethical Standard. We belicve that the audit evidence we have obtained
is a sufficient and appropriate basis for our opinicn.

Material uncertainty related to going concern

We draw attention to note 1.1 to the financial statements which indicates that the company is reliant on its ultimate parent
undertaking, Capita ple, with regards to its ability to continue as a going concern. The most recent financial statements of Capita ple
include material uncertainties that may cast significant doubt on its ability to continue as a going concern. The reliance of the
Company on Capita plc accordingly means that these events and conditions constitute a material uncertainty that may cast significant
doubt on the Group’s and in tumn, the Company’s ability to continue as a going concern.

Our opinion is not modified in respect of this matter.

Going concern basis of preparation

The directors have prepared the [inancial statements on the going concemn basis. As stated above, they have concluded thal a matenial
uncertainty related to going concern exists.

Based on our financial statements audit work, we consider that the directors” use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

Fraud and breaches of laws and regulations — ability to deteet

To identify risks of material misstatement due to fraud (“fraud 1isks”) we assessed events or conditioas that could indicate an
ineentive or pressure o commil fraud or provide an opportunily to commit lraud. Our risk assessment precedures included:

® Cnquiring of directors, internal audit and inspection of policy documentation as to the Company's high-level policies and
procedures to prevent and detect fraud, including the internal audit function, and the Company’s channel for

“whistleblowing™. as well as whether they have knowledge ol any actual, suspected or alleged Iraud.
® Reading Board Meeting minutes.

®  Considering the remuncration incentive schemes and performance targets for management and directors ineluding the
short-term incentive plan and long-term incentive plan for management remuneration.

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




INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF WESTERN MORTGAGE SERVICES LIMITED

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

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

As required by auditing standards and taking inte account possible pressures to meet profit and revenue targets. we perform
procedures to address the risk of management override of controls and risk of fraudulent revenue recognition. In particular, the risk
that management may be in a 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 a frand risk related to inappropriate capitalisation. recognition and measurement of contract fulfilment assets in
r2sponse to meeting profit targets.

We performed procedures including:

® Identifying journal entries and other adjustments to test, based on risk criteria and comparing the identified entries to

supporting documentation. These included those posted by senior finance management, those pested and approved by the
same user and those posted to unusval accounts.

Challenging whether the revenue recognised is appropriate based on the underlying contractual terms and evidence obtained.

® Reviewing management’s contract profitability forecasts and challenging the key assumptions in order to assess whether any
impairment should be recorded against the carrying value of the contract fulfilment assets

Selecting samples from additions to contruct fulfilment assets during the year. which we agreed back to supporting
caleulations and source documentation to assess whether the capitalisation was appropriate

®  Agsessing significant accounting estimates for bias.

Identifving and responding o risks of material misstatement related to compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect oa the financial statements
from our general commercial and sector experience and through discussion with the directers and other management {as required by
auditing standards), and discussed with the directors and other management the policies and procedures reparding compliance with
laws and regulations.

As the Company s regulated, our assessment of risks involved gaining an understanding of the control environment including the
entity’'s procedures for complying with regulatory requirements.

We communicated identified laws and regulations throughout our team and remained alert to any indications ot nen-compliance
throughout the audit,

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including financial reporting
legislation (including related companies legislaticn), distributable profits legislation and taxation legislation, and we assessed tae
extent of compliance with these laws and regulations as part of our precedures on the related financial statement items.

Secondly, the Company is subject to many other 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 imposition of fines or litigation. We
identified the following arcas as those most likely to have such an cffect: data protection laws, anti-bribery, employment law, and
certain aspects of company legislation recognising the naturs of the Company’s activities and its legal form. Auditing standards limit
the required audit procedures to identify non-compliance with these laws and regulations to enquiry of the directors and other
management and inspeclion of regulatory and legal correspondencee, 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.

-10 -
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Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing 1o the inherend limitations ¢f an audit, there is an unavoidable risk that we may not have detected some material misstalements
in the financial statements, even though we bave properly planned and perforimed cur audit in accordance with auditing standards. For
example, the further removed non-compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would identify it,

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal contrels. Our audit precedurcs are designed to detect material
misstatement. We are net responsible for preventing non-compliance or fraud and cannot be expected to detect non-compliance with
all laws and regulations.

Strategic report and Directors' report

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

Our responsilslity is 1o ead the strategic report and the divsetors” report and, in doing so, consider whether, based on our Tinancial
statements audit work, the information therein is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work:

® we have not identificd material misstatements in the strategic report and the dircelors’ report;

®* in our opinion the information given in those reports for the financial year is consistent with the financial staements; and

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

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report to you if. in our opinion:
. adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us: or

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

We have nothing to report in these respects.

Directors' responsibilities

As explained more fully in their statement set out on page 8, the directors are responsible for: the preparation of the financial
statements and for being satisfied that they give a true and fair view; such internal contrel as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error; assessing the Company’s
ability to continue as a going concem, disclosing, as applicable, matters related to going concern; and using the going concern basis
af'accounting unless they either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

11 -




INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF WESTERN MORTGAGE SERVICES LIMITED

Auditor's responsibilities

Our objectives are to obtain reascnable assurance about whether the financial statements as a whele are free from material
misslatement, whether due o fraud or error, and o issuc 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 1SAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considersd material if, individually or in aggregate. they could
reasenably be expected W influence the cconomic decisions of users taken on Lhe basis of the financial statements,

A fuller description of our responsibilities is provided on the FRC’s website at www re.org ukZguditorsresponsibilitics.

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

This report is made solely to the Company’s members, as a body. in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our avdit work has been undertaken so that we might state to the Company’s members those matters we are required to state to
them in an auditor’s report and for ne other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the Company and the Company's members, as a body, for our audit work, for this report, or for the opinions we
have formed.

Katharine L'Estrange (Senivr Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Charlered Accoarnianis

1 Severeign Square

Sovereign St

Leeds

LS| 4DA

26 Apnl 2022

12 -




WESTERN MORTGAGE SERVICES LIMITED

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2021

Revenue
Cost ol sales

Gross profit
Administrative expenses

Operating profit

Net finance costs

Profit before tax

Income tax charge

Total comprehensive income for the year

*Refer note 24

Notes

2021
£'000

43,087
(29,761

13,327
(98)

13,229

(24

13,205

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

There are no recognised gains and losses other than those passing through the incoms statement.

The notes on pages |7 to 3% form an integral part of these financial statements

Restated®
2020
£'000

18,364
(25,585)

12,779
(742)

12,037

(38)

11,999

(2,239)

9,760

-13 -




WESTERN MORTGAGE SERVICES LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2021

2021

Notes £'000
Non-current assets
Property, plant and equipment 8 112
[ntangible assets 9 -
Right-ot-use assets 10 887
Coniract fulfilment assets 11 1.819
Trade and other receivables 12 -
Deferred tax 7 412
Total non-current assets 3,230
Current assets
Trade and other receivables 12 48,824
Cash 13 52,052
Total current assets 100876
Total assets 104,106
Current liabilities
Trade and other payables 14 1,381
Deferred income 15 9,166
Provisions 16 1,775
Lease liabilities 17 934
Income tax payable 4,650
Total current liabilities 17,936
Non-current liabilities
Deferred income 15 196
Lease liabilities 17 -
Provisions 16 348
Total non-current liabilities 594
Total liabilities 18,530

Net assefs 85,576

2020
£000

148

901
1,839
2,172

435

3,556

42,860
49,020

91,880

97,436

1,580
2,521
792
300
9,689

14,801

6,902
762
100

7,764

22,655

74,781
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WESTERN MORTGAGE SERVICES LIMITED

BALANCE SHEET (CONTINUED)
AS AT 31 DECEMBER 2021

Notes

Capital and reserves

[ssued share capital 18
Retained earnings

Total equity

The notes on pages 17 to 38 form an integral part of these financial statements

Approved by Board and authorised for issuc on 26 April 2022

T F Vanoverschelde
Director
Company Registration No. 03191608

2021
£'000

37,550
48,026

2020
£000

37.550
37.231

74,781
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WESTERN MORTGAGE SERVICES LIMITED

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

At 1 January 2020

Total comprehensive income for the year

Contribution in respect of share based payment charge
Scttliement of share based payment charged by intercompany

At 31 December 2020
Total comprehensive income for the year

At 31 December 2021

Share capital Retained  Total equity
earnings
£'000 £'000 £1000
37,550 27471 65,021
- 9,760 9,760
- 3 3
- (3) (3
37,550 37,231 74,781
- 10,795 10,795
37,550 48,026 85,576

Share eapital — The balance classified as share capital is the nominal proceeds on issue ot the Company’s equity share

capital, comprising 37,550,000 ordinary sharcs,

Retained earnings - Represents accumulated profits of the Company kept to accumulate in the Company after dividends are

paid and retaingd in the business as working capital,

The notes on pages 17 to 38 form an integral part of these financial statements
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WESTERN MORTGAGE SERVICES LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies
Basls of preparation
Western Mortgage Services Limiled is a Company incorporated and domiciled in the United Kingdom,

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

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

Board Assessment
Base vase scenario

The financial forscasts used for the goinz concern assessment are derived from the 2022-2023 business plans ("BP") for the
Company which have been subject to review and challenge by management and the Directors. The Directors have approved
the projections. Under the base case scenario, completion of Capita ple’s group wide transformation programme has simplified
and strengthened the business and facilitates further efficiency savings enabling sustainable growth in revenue, profit. and cash
flow cver the medium term.

Severe but plausible downside

In adcition to the base case. the Directors have also considered severe but plausible downside scenarios. The Directors have
taken account of trading downside risks, which assumc the Company is not successtul in delivering the anticipated levels of
revenue, profit, and cash flow growth. The downside scenario used tor the going concem assessment also includes potential
adverse financial impacts dus to additional inflationary pressure which cannot be passed on the customers, not achieving
targeted margins on new or major contracts, unforeseen operational issues leading the contract losses and cash outflows, and
unexpected potential fines and losses linked to incidents such as data breaches and/or cyber-attacks.

Offsetting these risks the Directors have considered available mitigations within the dircet control of the Company, including
reductions to variable pay rises, setting aside any bonus payments and limiting discretionary spend.

Reliance on Capita Pic ('the Group')

The Director’s assessment of going concern has considered the extent to which the Company is reliant on the Group. The
Company is reliant on the Group in respect of the following:

® provision of administrative support services and should the Group be unable to deliver these services, the Company

would have difTiculty in continuing to trade.

® participation in the Group's notional cash peoling arrangements, of which £57,163,146¢ (an additional £1.000,000 is
restricted and as such not included in the cash pool amount) was held as of 31 March 2022. In the event of a default by
the Group. the Company may not be able to access its cash balance within the pooling arrangement.

® recovery of receivables of £41.345,073 from fellow Group undertakings as of 31 March 2022. If these receivables are
not able to be recovered when forecast by the Company, then the Company may have difficulty in continuing to trade.

® additional funding that may be required if the Company sulfers potential futurc losscs.
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WESTERN MORTGAGE SERVICES LIMITED

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

Accounting policies {Continued})

Basls of preparatlon (continned)

Given the reliance the Company has on the Group, the Directors have considered the financial position of the ultimate parent
undertaking as disclosed in its most recent financial statements, being for the year ended 31 December 202 1.

Ultimate parent undertaking — Capita plc

The Capita plec Board (*the Board") concluded that it was appropriate to adopt the going concern basis, having undertaken a
rigerous assessment of the financial forecasts, key uncertainties, and sensitivities, when preparing the Group's consolidated
financial statements to 31 December 2021, These financial statements were approved by the Board on 9 March 2022 and urc
available on the Group’s website (v w v cupitiLcon iny eators). Below is a summary of the position at 9 March 2022:

Accounting standards require that ‘the foresceable future” (or geing concern asscssment covers a period of at least twelve
months from the date of approval of these financial statements, although thosz standards do not specify how far beyond twelve
months a Board should consider. In its going concern assessment, the Board has considered the period from the date of
approval of these financial statements to 31 August 2023, which is just less than cighteen months from the date of approval of
the Greup financial statements {'the going cencern period') and which aligns with the expiry of the revolving credit facility
(RCF}. The Board has also considered any material committed outflows beyond this period in forming their assessment,
including the extension of the RCF which 1s a key consideration.

The base case financial forceasts demonstrate liquidity headroom and compliance with all covenant measures throughout the
going concern period to 31 August 2023,

The principal mitigation to the possibility of insufficient liguidity in the severe but plausible dewnside scenario is the
continuaticn of the Board appreved disposal programme which covers businesses that do not align with the Group’s
longer-term strategy. The Group has a strong track record of executing myjor disposals. In 2021, the Board targeted to achieve
£700m of disposal procceds by 30 June 2022 and will exceed this target on the completion of the announced disposal of
Trustrmarque and Speciality lnsurance businesses. The disposal programme continues, with further disposal processes launched
in early 2022. The Board is confident that the disposal programme will be delivered, thereby introducing substantial net cash
proceeds to the Group, albeit with a corresponding removal of consolidated profits and cash flows associated with the disposal
businesses.

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

Material uncertainties related to the group

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

Reflecting the Board’s conflidence in the benelits expeeted from the completion ¢f the translormation programme and
execution of the approved dispesal programme coupled with the potential to obtain further financing beyord its existing
committed funding facilities, the Group continues to adopt the going concern basis in preparing these financial statements. The
Board has concluded that the Group will be able o continue n operation and meet their liabilities as they [all due over the
period to 21 August 2023. Consequently, these financial statements do not include any adjustments that would be required if
the going concern basis of preparation were to be inappropriate.
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WESTERN MORTGAGE SERVICES LIMITED

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

Accounting policies {Continued})

Basls of preparatlon (continned)
Conclusion

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

Iowcver, as the Group’s financial statements have identified marterial uncertaintics giving rise to significant coubt over the
Group's ability to centinue as a going concern, given the Company’s reliance on the Group as set cut above, this in turn gives
rise to @ material uncertainty relating to events and circumstances which may cast significant doubt about the Company’s
ability 1o centinue as a going concern and, therefore, that the Company may be unable to continue in operation and discharge
its liasilities in the normal course of business. The financial statements do not include any adjustinents which would be
required it the going concern basis of preparation were to be deemed inappropriate.

Compliance with accounting standards

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

The Company's ultimate parent undertaking, Capita ple, includes the Company in its consolidated statements. The consolidated
financial statements are prepared in accordance with international accounting standards in conformity with the requirements of
the Companics Act 2006 and with UK-adepted International Financial Reporting Standards (IFRSs) and the Disclosure and
Transparency Rules of the UK's Financial Conduct Authority. These are available to the public and may be obtained from
Capita ple’s website on hi(ps: www.capita.com invesins,

In these financial statements, the Company has applied the disclosure exemptions available under FRS 101 in respect of the
tollowing disclosures:

® A cash flow statement and related notes;

®  Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;
® Disclosures in respect of capital management:

®  The effects of new but not yet effective IFRSs except amendiments to LAS 37,

®  (Certain disclosures as required by IFRS 15 Revenue from Contracts with Customers;

® Certain disclosures as required by [FRS 16 Leases; and

* Disclosures in respect of the compensation of key management personnel.

As the consolidated financial statements of Capita ple include cquivalent disclosurcs, the Company has also taken the
disclosure exemptions under FRS 101 available in respect of the following disclosure:

®  Certain disclosures required by IFRS 2 Share Based Payments in respect of Group settled share based payments;

* (Certain disclosures required by 1AS 36 Impairments of assets in respect of the impairment of indefinite life intangible
assets: and

*® Ceriain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Financial
Instrument Disclosures.
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WESTERN MORTGAGE SERVICES LIMITED

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

Accounting policies {Continued})

Changes in accounting policles

The TASB has issued the lollowing standards, amendments, and interpretations, with an ¢ffective date afier the date of these
consolidated financial statements. These are effective for annual reporting periods beginning on or afier the date indicated:

New amendments EtTective date
Onerous Contracts — Cost of Fulfilling a Contract (Amendments to [AS 37} 1 January 2022
Annual Improvements to [FRS Standards 2311 8-2020 1 January 2022
Property, Plant and Equipment: Proceeds before Intended Use (Amendments to TAS 16) 1 January 2022
Reference w the Conceptual Framework (Amendments w [FRS 3) I January 2022
Classification of Liabilities as Current or Non-current (Amendiments to 1AS 1) 1 January 2023
[FRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts 1 January 2023
Disclosure of Accounting Policies (Amendments to TAS 1 and IFRS Practice Statement 2) | January 2023
Definition of Accounting Estimates (Amendments to LAS 8) 1 January 2023
Deterred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to

(AS 12) 1 January 2023

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

The amendments specify which costs an entity includes in determining the cost of fulfilling a contract for the purpese of
assessing whether the contract is encrous, The amendments apply for annual reporting periods beginning on or alter | January
2022 to contracts existing at the date when the amendments are first applied. At the date of initial application, the cumulative
effect of applying the amendments is recognised as an opening balance adjustment to retained earnings or other components of
cquily, as appropriate, The comparatives are nol restated.

The Company is in the advanced stages of the assessment of the amended standurd and based on its current assessiment, it is
not expected to have any material impact to the Company’s financial statements.

Revenue recognition

Revenue is earned within the United Kingdom.
Revenue recognition is based on the pringiples set out in IFRS 135,

The revenue and profits recognised in any period are based on the delivery of performance obligations and an assessment of
when control is transferred 1o the customer.

In determining the amount of revenue and profits to record. and related balance sheet items (such as contract fullilment assets,
capitalisation ol costs to obtain a contrac, trade receivables, acerued income and deferred income) to recognise in the period,
management is required to ferm a number of key judgements and assumptions. This includes an assessment of the costs the
Company incurs to deliver the contractual commitments and whether such costs should be expensed as incurred or capitalised.
Revenue is recognised cither when the performance obligation in the contract has been performed (so 'point in time'
recognition) or 'over time' as control of the performance obligation is transferred to the customer.

The torm of the contract impacts both the period over which revenue frem perfermance obligations may be recognised and the
period over which contract fulfilment assets and capitalised costs to obtain a contract are expensed.

The Company has multiple components to be delivered such as transfermation and the delivery of outsourced services, and
management has applied judgement in accounting for these as separate performance obligations.
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WESTERN MORTGAGE SERVICES LIMITED

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

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

At contract inception, the total transaction price is estimated as being the amount (o which the Company cxpects to be entitled
and has rights te under the present contract. This includes an assessment of any variable consideration where the Company's
performance may result in additional revenues based on the achievement of agreed KPIs. Such amounts are only included
based on the expected value or the most likely outcome method, and only o the extent that it is highly prebable that no
revenue reversal will eccur.

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

Onee the lotal transaction price 15 determined, the Company allocates this (o the identificd performance obligations in
proportion to their relative stand-alone selling prices and recognises revenue when (or as) those performance obligations are
satisfied. The Company sells a customer bespoke solution, and in these cases the Company typically uses the expectad
cost-plus margin or a contractually stated price approach to estimate the standalone sclling price of cach performance
ohligation.

For cach performance obligation, the Company determings il revenue will be recognised over ime or at a point in time, Where
the Company recognises revenue over time for long term contracts, this is in general due to the Company performing and the
customer simultanecusly receiving and consuming the benefits provided over the life of the contract.

For each performance obligation to be recognised over time, the Company applies a revenue recognition method that faithfully
depicts the Company’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 Lhat the Company has promised to transfer Lo the customer.

The Company recognises revenue on the basis of direct measurements of the value to the customer of the goods and services
transferred 1o dats relative Lo the remaining goods and scryvices under the contract using a method of tme clapsed which
requires minimal estimation.

Il performance obligations in a contract do not meet the overtime eriteria, the Company recognises revenue at a point in tire
(see below for furrher details).

Transactional (Point in thne) contracts

The Company delivers a range of goods or scrvices that are transactional scrvices for which revenuc is recognised al the point
in time when control of the goods or services has transferred to the customer. This may be at the point of physical delivery of
goods and acceptance by a customer or when the customer obtains control of an asset or service in a contract with
customer-specified aceeptance riteria,

The mature performance obligations categorised within this revenue type meludes fees received in relation o delivery of
professional services.

Long term contractual - greater than 2 years
The Company provides a range of services in varicus segments under customer contracts with a duration of more than two
years.

The nature of contracts or performance obligations categorised within this revenue type is diverse and includes (i) long termm
outsourced service arrangements in the public and private sectors; and (i1} active software licence arrangements {see definition
below).
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WESTERN MORTGAGE SERVICES LIMITED

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

1 Accounting policies {Continued})

1.4 Revenue recognition (continued)

The Company considers that the services provided meet the definition of a serics of distingt goods and scevices as they are {0)
substantially the same and (it} have the same pattern of transfer (as the series constitutes services provided in distinct time
increments (e.g.. daily, monthly. quarterly or annual services)) and therefore treats the series as one performance obligation.
Fven if the underlying activities performed by the Compuny o satisfy @ promise vary signilicantly threughoeut the day and
from day to day, that fact, by itself, does not mean the distinet goods or services are not substantially the same.

The Company recognisces revenue using the output method as it best reflects the nature in which the Company is transferring
control of the goods or services to the customer.

Contract modifications

The Company's contracts can be amended for changes in contract specifications and requirements. Contract moditications
exist when the amendment either creates new or changes the existing enforceable rights and obligations.

The effect of a contract modification on the transaction price and the Company’s measure of progress for the performance
obligation to which it relates, is recognised as an adjustinent to revenue in one of the following ways:

a, prospectively as an additional separate contract;

b. prospectively as a termination of the existing con:ract and creation of a new contract;
¢, us part of the original contract using a cumulative cateh up; or

d. asa combination of (b) and (c).

For contracts for which the Company has decided there is a serics of distinet goods and services that are substantially the same
and have the same pattern of transfer where revenue is recognised over time, the modification will always be treated under
either (a) or (b); (d) may arise when a centract has a part termination and a modification of the remaining performance
obligations.

The facts and circumstances of any contract modification are considered individually as the types of modifications will vary
contract by contract and may result in different accounting outcomes.

Judgement is applied in relation to the accounting for such modifications where the final terms er legal contracts have not bean
agreed prior to the period end as management need to detcrmine if a modification has been approved and if it cither ercates
new or changes existing enforceable rights and obligations of the parties. Depending upon the outcome of suck negotiations,
the timing and amount of revenue recognised may be different in the relevant accounting periods. Modification and
amendments to contracts arc undertaken via an agreed tormal process. For example, if a change in scope has been approved
but the corresponding change in price is still being negotiated, management use their judgement to estimate the change to the
total transaction price. Importantly any variable consideration is only recognised to the extent that it is highly probably that ne
revenue reversal will eccur.

Coniract related assets and labilitiey

As a result of the contracts which the Company enters into with its customers, a number ot different assets and liabilities are
recognised on the Company’s balance sheet. These include but are not limited to:

Property, plant and equiptoent
Intangible asscls

Contract tulfilment assets
Trade receivables

Acerued income

Deferred income
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WESTERN MORTGAGE SERVICES LIMITED

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

1 Accounting policies {Continued})

1.4 Revenue recognition (continued)

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

When determining the appropriate accounting treatment for such costs, the Company firstly considers any other applicable
standards. If those other standards preclude capitalisation of a particular cost. then an asset is not recognised under [FRS 15.

If other standards are not applicable to contract fulfilment costs, the Company applics the following criteria which, if met,
result in capitalisation: (i) the costs directly relate to a contract or to a specifically identifiable anticipated contract: (ii) the costs
generate or enhance resources of the entity that will be used in satistying {or in continuing to satisfy) performance obligations
in the tuture; and (111) the costs are expected to be recovered.

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

Utilisation: The utilisation charge 1s included within cost of sales, The Company utilises contract fulfilment assets over the
cxpected contract period using a systematic basis that mirrors the pattern in which the Company transfers control of the service
to the customer. Judgement is applied to determine this period.

Derecognition: A contract fulfilment asset is derecognised either when it is disposed of ar when no further economic benefits
are expected to flow from its use or disposal.

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

These costs may include process mapping and design, system development. project management. hardware (generally in scope
of the Company’s accounting policy for property, plant and equipment), and seftware licence costs (generally in scope of the
Company’s gaccounting policy for intangible assets), .
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

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

Capitalisation af costs to ohtain a contract

The ingremental costs of oblaining a contract with a customer are recognised as an assct il the Company expeels e recover
them. The Company incurs costs such as bid costs, lzgal fees to draft a contract and sales commissions when it enters into a
new contract.

Tudgement is applied by the Company when determining what costs qualify to be capitalised in particular when considering
whether these costs are incremental and whether these are expected to be recoverable. For example, the Company considers
which type of salcs commissions are ingremenlal to the cost ol obtaining specific contracis and the point in tme when the costs
will be capitalised.

The Company has determined that the lellowing costs may be capitalised as contract assels

1. Tegal fees to draft a comtract (unce the Company has been selected as a preferred supplicr for a bid): and
ii. sales commissions that are directly related to winning a specific contract. Costs incurred prior to selection as
preferred supplier are not capitalised but are expensed as incurred.

Utilisation, derecognition and impairment of contract fulfilment assefs and capitalised costs te obfain a contract

The Company utilises contract tulfilment assets and capitalised costs to obtain a contract to cost of sales over the expectad
contract period using a systematic basis that mirrors the pattern in which the Company transfers control of the service to the
customer.

The utilisation charge is included within cost of sales. Judgement is applied to determine this period, for example whether this
expecied period would be the contract term or a longer period such as the estimated lite of the customer relationship for a
particular contract if. say. renewals are expected.

Management is required to determine the recoverability of contract related assets within property, plant and eguipment,
intangible assets as well as contract tulfilment assets, accrued income and trade receivables. At each reporting date, the
Company determines whether or not the contract fulfilinent assets are impaired by comparing the carrying amount of the asset
to the remaining amount of consideration that the Company expects to receive less the costs that relate to providing services
under the relevant contract. [n determining the estimated amount of consideration, the Company uses the same principles as it
does (o determine (he contruct transaction price, except that any constraints used (o reduce the transaction price will be
renmoved for the impairment test.

Onerous contracts

The Group revicews its long-tznm contracts to cnsurc that the cxpected cconomic benefits to be reccived are in excess of the
unavoidable costs of meeting the obligations under the contract. The unavoeidable costs are the lower of the net costs of
termination or the costs of fulfilment of the contractual obligations. The Group recognises the excess of the unavoidable costs
over econcmic benefits due to be received as an onercus contract provision.

Deferved and accrued income

The Company has a range of payment schedules dependent upon the nature and type of services being provided. Payments for
these services may be at delivery date, in arrears or part payment in advance. Where payments made are greater than the
revenue recognised at the period end date, the Company recegnises a deferred income contract liability for this difference.
Where payments made are less than the revenue recognised at the period end date, the Company recognises an accrued income
contract asset for this difference.
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1 Accounting policies {Continued})

L5 Property, plant and equipment

Properly, plant and cquipment are staled at cost less depreciation. Depreciation is provided at rates caleulated to wrile off ta
cost less estimated residual value of each asset over its expected vseful life as follows:

Depreciation 1s recognised so as to write off the cost or valuation of assets less theuwr residual values over thewr useful lives on
the tollowing bases:

Leasehold improvements Over the period of lease
Computer equipiment 3 - 5 years
1.6  Leasing

The Company has taken land and buildings on lease.

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 peried of time in exchange for consideration.

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

The Company us u lessee — Right-of-use assets and fease liabilities

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

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

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement date,
the amount of lcase liabilities 15 increased to rellect the aceretion of interest and reduced for the lease payments made. The
incremental berrowing rate is the rate of interest that the Company would have to pay to borrow, over a similar term and with a
similar security. the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
cnvironment. Incremental borrowing rates are determined monthly and depend on the em, country, currency and start date of
the lease. The incremental borrowing rate is determined based on a series of inputs including: the risk-free rate based on swap
market data; a country-specific risk adjustment; a credit risk adjustment; and an entity-specitic adjustment where the entity risk
profile is different 1o that of the Group,

The lease liability is subsequently remeasured (with a corresponding adjustment to the related right-of-use asset) when there is
a change in future lease payments due to a renegotiation or market rent review, a change of an index or rate or a reassessment
of the lease term.
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1

Accounting policies {Continued})

1.6 Leasing {continued)

Lease payments are apportioned between a finance charge and a reduction of the lease liability based on the constant interest
rate applied to the remaining balance of the liability. Interest expense is included within net finance costs in the consolidated
income statement. Lease payments comprise fixed payments, including in-substance fixed payments such as service charges
and variable lease payments that depend on an index or a rate, initially measured using the minimum index or rare at inception
date. The payments alse include any lease incentives and any penalty payments for terminating the lease, if the lease term
reflects the lessee exercising that option. The lease term determined comprises the non-cencellable period of the lease contract.
Periods covered by an option to extend the lease are included if the Company has reasonable certainty that the option will be
exercised, and periods covered by an option to terminate are included if it is reasonably certain that this will not be exercised.
The Company has elected to apply the practical expedient in [FRS 16 paragraph 15 not to separate non-lease components such
a5 service charges trom lease rental charges.

Intangible assets

Intangibles are valued al cost less accurmulated amortisation. Intangible assets comprise computer software, Such asscts arc
defined as having finite useful lives and the costs are amortised on a straight line basis over their estimated useful lives of 3
years. Intangible assets are stated at cost less amortisation and are reviewed for impairment whenever there is an indication that
the carrying valuc may be impaired.

In the case of capitalised software development costs, research expenditure is written off to the statement of profit and loss in
the period in which 1l 1s incurred. Development expenditure is written ofT in the same way unless and until the Company is
satisfied as to the technical. commercial and financial viability of individual projects. In these cases, the development
expenditure is capitalised and amortised over the period during which the Company is expected 10 benefit.

Pensions

The Company participates in a number of defined contribution schemes and contributions are charged to the income statement
account in the year in which they are due. These schemes are funded and the payment of contributions is made to separately
administercd trust funds. The assets of these schemes are held separately from the Compuny. The Company remits monthly
pension contributions to Capita Business Services Limited. a fellow subsidiary undertaking, which pays the Group liability
centrally. Any unpaid contributions at the year-end have been accrued in the accounts of that company.

Taxation

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

Current tax 15 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 method, on all temporary differences at the balance sheet date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred 1ax assets are recognised for all deductible temporary differences, carrv-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-forward of unused tax assets and unused tax losses can be utilised, except where the deferred tax asset relating to
the deductible temporary difference arises from the initial recognition of an asset or hability 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.
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1 Accounting policies {Continued})
1.9  Taxadon {continued)

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

Deferred tux assels and liabilites are measured at the tax rales that are expected w apply w the year when the assel is realised
or the liability is settled, based on tax rates (and tax laws) that have heen enacted or substantively enacted at the balance sheet
date.

1.10 Share-based pavments

The Company participates in various share option and share save schemes operated by Capita ple. the ultimate parent
undertaking. Details of these schemes are contained in the group™s annual report.

The cost of equity-settled transactions with employees is measured by reference to the fair value at -he date at which they are
granted and s recognised as an expense over the vesting period, which ends on the date on which the relevant emplovees
become [ully entitled 1o the award. Fair value is determined using an option pricing model. In valuing cquity-settled
transactions, no account is taken of any vesting conditions, other than conditions linked to the price of the shares of the C
ompany (market conditions).

No expense is recognised for awards that de not ultimately vest, except for awards where vesting is conditional upon a market
condition, which are treated as vesting irrespective of whether or not the market condition is satistied, provided that all other
performance conditions are satisfied,

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extent to which the vesting
period has expired and management's best estimale of the achievement or otherwise of non-market conditions, the number of
equity instruments that will ultimately vest or in the case of an instrument subject to a market condition, be treated as vesting
as described above. The movement in cumulative expense, attributable to the Company. since the previous balance sheet date
is recognised in the profit and loss account and settled with Capita ple, the ultimate parent undertaking.

In accordance with [FRS 2, share option awards of the ultimate parent company’s equity instruments in respect of settling
grants to employees of the Company are disclosed as a charge to the income stalement and a eredit 1o cqquity, The Company's
policy is to reimburse its ultimate parent company through the inter company account for charges that are made to it. Hence the
credit to equity has been eliminated, rather retlecting a credit to inter-company which better describes the underlying nature of
the transaction.
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L1l

Accounting policies {Continued})

Financial instruments

Investments and other financial assets

Classification

The Company classifies its financial assets in the following measurement categories:
® those to be measured subsequently at fair value (either through OCI or through profit or loss); and
® those to be measured at amortised cost.

The ¢lassification depends on the entity’s business modcel for managing the financial asscls and the contractual terms of tac
cash flows.

Recognition and derecognition

Regular way purchases and sales of financial assets arc recognised on trade date (that is, the date on which the Company
commits to purchase or sell the asset). Financial assets are derecognised when the rights to receive cash flows from the
Tnancial assets have expired or have been transterred and the Company has transterred substantially all the risks and rewards
of ownership.

Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial asset not at fair
value through profit or loss (FVPL), transaction costs that are dircetly atteibutable 1o the acquisition of the financial assct.
Transaction costs of financial assets carried at FVPL are expensed in profit or loss. Financial assets with embedded derivatives
are considered in their entirety when determining whether their cashflows are solely payment of principal and interest.

Tinpaivient

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

expected credit losses.

Trade and other receivables

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

Trade and other payables
Trade and other payables are recognised initially at fair value. Subsequent 1o initial recognition they are measured at amortised
cost using the effective interest method.

Cash and cash equivalents

Cash in the balance sheet comprise cash at bank and in hand and short-term deposits with an original maturity of 3 months or
less. For the purpose of the consolidated cash flow statement, cesh and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdratts.
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1

L1z

Accounting policies {Continued})

Tmpairment of non-financial assets

At cach reporting date, the Company asscsses whether there is any indication that an asset may be impaired, Where an
indicator of impairment exists, the Company makes a formal estimate of the asset's recoverable 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. The recoverable amount is the higher of un assel's or cash-generating unit's fair value Tess costs 1o sell and its valug in
use is determined by discounting the expected future cash flows at a pre-tax rate that reflects risks specific to the liability.

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a result of a
past event, that can be reliably measured and it is probable that an outflow of cconomic benefits will be required to scttle the
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects risks specific
to the liability.

Significant accounting judgements, estimates and assumptions

The preparation of financial statements in conformity 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 contingencies at
the date of the financial statements and the reported income and expense during the reported perieds. Although these
judgements and assumptions are based on the Directors' best knowledge of the amount, events or actions, actual resalts may
differ from these estimates.

Due to the size and complexity of some of the Company’s contracts, there are significant judgements to be applied, such as

recognition of cantract fulfilment assets that result from the performance of the contract.

Revenue

The tetal revenue of the Company for the year has been derived from its principal activity wholly undertaken in the United
Kingdom.

Operating profit

2021 2020

£'000 £'0)
Operating profit for the year is stated after charging/(crediting):
Depreciation of property, plant and equipment 46 1
Contracl full1iment asset utilisation, impairment and derecognition 1,449 352
Operating lease rentals - plant and machinery 8 -
Depreciation of right-of-use assets 839 468
{Income)/Expenscs relating to short torm leases 414 (247)

Audit fees are bome by the ultimate parent undertaking, Capila ple, The audit fee for the current period was £36,000 (2020: £
25,000). The Company has taken advantage of the exemption provided by regulations 6(2)(b) of The Companies (Disclosure
of Auditor Remuneration and Liability Limitation Agreements) Regulations 2008 not to provide information in respect of fees
for other {non-audit) services as this information is required 1o be given in the group accounts al the ultimate parent
undertaking. which it is required to prepare in accordance with the Companies Act 2006.
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5 Leases under [FRS 16

2021 2020
£'000 £000
Depreciation of right-of-use assets 839 468
Interest expense on lease liabilities 52 49
6 Net finance costs
2021 2020
£000 £000
Interest expense on lease liabilities 52 49
Interest income on bank deposits (12} -
Interest income frem Group undertakings (16) (11
24 38
7 Income tax
The majer components of inconic tax expense for the years ended 31 December 2021 and 2020 are:
2021 2020
£'000 £000
Current tax
UK corporation tax 2,338 2,293
Adjusiments in respect of prior periods 49 (1
2,387 2,282
Deferred tax
Origination and reversal of temporary differences 72 (55)
Adjusiments in respect of prior periods 49 12
23 43)
Total tax charge reported in the income statement 2,410 1,239
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7

Income fax

{Continued})

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

31 December 2021 and 2020 is as follows:

Profit hefore taxation

Profit before taxation multiplied by standard rate corporation tax in the
UK of 19% {2020: 19%)

Taxation impact of factors alTecting lax charge:

Expenses not deductible for tax purposes

Impact of changes in statutory tax rates

Adjustments in respect of current income tax of prior periods
Adjusiments in respect of deferred income 1ax of prior years

Total adjustments

Total tax charge reported in the income statement

Balance sheet

2021
£'000
Deferred tax assets
Decelerated capital allowances 374
Other short term timing differences 38
Net deferred tax asset 412

Deferred tax charge/(credit)

2021
£000

{49

99)

2410

Income Statement

2020 2021
£'000 £'000
421 47
14 24
435
23

2020
£004)

11,999

2,280

i45)

(1
12

1)

2,239

2020
£000

(43)

A change o the main UK corporation tax rale was substantively cnacted on 24 May 2021, The rate applicable from | April
2023 increases from 19% to 25%. The deferred tax asset at 31 December 2021 has been calculated based on this rate, resulting

in a £99,000 tax credit to the income statement in 2021.
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8 Property, plant and equipment

Leasehold Computer Total
improvements equipment
£'000 £000 £000
Cost
At 1 January 2021 9 139 148
Reclass from intangibles - 11 11
At 31 December 2021 9 150 159
Depreciation
At 1 January 2021 - - -
Intragroup transter 1 - 1
Charge for the year 1 45 46
At 31 December 2021 2 45 47
Net book value
At 31 December 2020 9 139 148
At 31 December 2021 7 105 112
9 Intangible assets
Software
£000
Cost
At 1 January 2021 11
Re-class to property, plant and equipment (1n
At 31 December 2021 -
Amortisation and impairment
At | January 2021 -
At 31 December 2021 -
Net book value
At 31 December 2024 11

At 31 December 2021
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10 Right-of-use assets

Net Book Value

At 1 January 2021

Additions duc to lease modilication
Depreciation charge for the year

At 31 December 2021

11 Contract fulfilment assets

As at 1.January 2020
Additions
Derccognilion

Utilised during the year

As at 31 December 2020
Additions
Utilised during the year

Impairment

At 31 December 2021

12 Trade and other receivables

Land and buildings
£1000

901
825
(839

887

£000

1,589

652
(128)
(2243

1,889

1,379
(337)
(1,12

1,819

Current

Trade receivables
Other receivables
Prepavments
Accruad income

Amounts due from parent and fellow subsidiary undertaking®

Non-current

Accruzd income
Prepayments

2021
£'000

46
12

297
7.183
41.286

48,824

2021
£'000

2020
£000

247

13

261
997
41,342

42,860

2020
£004)

2,152
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12 Trade and other receivables

{Continued})

*Amounts due from parent and fellow subsidiary undertakings are repayable on demand. These are not chargeable 1o interest
except for amount due from Capita Ple, on which interest is chargad as per the prevailing LIBOR rates.

13 Cash

Cash at bank and in hand

14  Trade and other payables

Current

Tride payables

Other payables

Other taxes and social security
Accruals

Amounts due to parent and fellow subsidiary undertaking®

2021
£000

52,032

52,052

2021
£1000

55
1
109
755
461

1,381

2020
£000

49,020

49,020

2020
£0040

114
107
1.020

347

1,589

*Amounts due to parent and fellow subsidiary undertakings are repayable on demand and are not chargeable 1o interest.

15 Deferred income

Current
Deferred income

Non-current
Deferred income

The deferred income balances solely relates to revenuz from contracts with customers.

2021
£000

9.1606

9,166

2021
£000

196

196

2020
£00)

2,321

2,321

2020
£000

6.902

6,902
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16 Provisions

Non-current

As at 1 January 2021
Reclassed from current

As at 31 December 2021

Current

As at 1 January 2021
Released during the year
Additions during the year
Reclass to non-current
Utilisation

At 31 December 2021

Dilapidation
£000

100
298

Dilapidation
£000

298
(298)

Others
£'000

Others
£'000

792
(657)
1.644

Total
£1000

Total
£000

792
(657)

1.442
(298)
4)

1,775

The Company is required Lo perform repairs on leased propertics prior Lo the propertics being vacated at the end of their
lease term. Dilapidations for such costs are made where legal obligation is identified and the liability can be reasonably

yuanlified. As the lease e dale is February 2023, the provision will nol be released until 2023 and has hence been

classificd as non-current,

Other provisions of £1,583k pertains (o IT costs for sceuritised morlgages administered by the entity and £60K in respeel of

complaint remediation. These are likely to unwind over a period of 12 months.
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17 Lease liabilities

2021 2020
Current £'000 £'000
Lease habilitics 934 300
934 300
2021 2020
Non-current £9000 £1900
Lease liabilities - 762
- 762
2021 2020
£'000 £000
Maturily analysis - Contraciual uodisceunicd cash Mows
Less than one vear 952 351
Tweo to five years - 551
Total undiscounted lease liabilities at 31 December 952 1,102
18  Issued share capital 2021 2020 2021 2020
Numbers Numbers £'000 £000
Allotted, called up and fully paid
Ordinary shares of £1 cach
At | January 37.550,000 37,550,000 37,550 37.550
At 31 December 37,550,000 37,550,041} 37,550 37,550
19  Employees
The average monthly number of employees (including non-cxeeutive Dircetors) were:
2021 2020
Number Number
Operations 620 639
Administration - 7
620 646
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19  Employees
Their aggregate remuneration comprised:
Employee costs
Wagcs and salarics
Social security costs

Pension costs
Shared based payments

2021
£000

15,617
1,520
1,770

18,907

{Continued})

2020
£4900

15,595
1.453
1,764

3

18,815

The above includes payroll costs for temporary staff as well as recharges to/from other Group entities in respect of various

serviees deliveredireecived by the Company throughout the year,

20 Employee benefits

The pension charge for the detined contribution pension schemes for the year is £1,083,119 (2020: £1,764,041}.

21 Directors' remuneration

Remuneration for qualifying services

Pension contributions w defined contribution schemes

2021

£000

101

102

2020
£1000

248

Two Directors were paid by another subsidiary of Capita Ple. For qualifying services provided by these twa Directors on the
Company affairs, Directors’ remuneration has been allocated to the Company during the period. The number of Directors for
whont retirement benefits are ucerving under the defined contribution scheme amounted to one (2020: 1).

Remuneration disclosed above include the following amounts paid to the highest paid Director:

Remuneration for gqualifying services

2021
£000

2020
£1000
183

In addition to the above, the Directors of the Company were reimbursed for the expenses incurred by them whilst perforning

busingss responsibilitics.
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2

23

24

25

Related party disclosures

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

£000
Nature of Name of Company Year Fellow Subsidiary
Transaction

Purchase of Goods

Entrust Support Services Limited 2021 -

2020 5

Tetal _—

2021 -

2020 5

Controlling party

The Company's immediate parent undertaking is Capita Life & Pensions Regulated Services Limited, a company incorporated
in England and Wales. The Company™s ultimate parent undertaking s Capita plc, a company incorperated in England and
Wales. The accounts of Capita plc are available from the registered office 65 Gresham Street, London, England, EC2V TNQ.

Reclassification of administrative expense for 2024

Until 2020, costs that were directly attributable to revenue from operations were disclosed as administrative expenses. The
Directors believe the nature of such costs are directly related to providing mortgage administration services and should be
classified as 'Cost of Sales’ in 2021 as it more appropriately reflects the nuture of such costs and provides a better understanding
of the Company's performance and operations.

The above implemezntation of voluntary change in accounting policy as permitted by 1AS 8.14{b) is to improve the presentation
of net results from operations and provides more relevant information about the effects of such transactions on the entity's
financial performance and financial position. Accordingly. the comparative information for 2020 has been re-presented to reflect
an inerease in cost of sales by £4,932k and a reduction of administration cxpenses by the same amount. There 15 no impact on
the total profit for the year or retained earnings as a result of this change in presentation.

Post hbalance sheef event

There are no significant events which have oceurred after the reporting period.
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