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Our performance

Curing 2021, we completed our transformation,
establishing a platform to drive sustainable improving
financial performance, while continuing to strengthen the
balance sheet. We alsa continuad to focus an maintaining
high standards of client service delivery and ensuring that
all our stakehoiders remain a priority for Capita.

i Financial highlights and KPIs Non-financial highlights and KPIs
Reported revenue Reported profit/loss) Reported free
before tax casn fiow®
£3,182.5m £285.6m £(237.1)m
Relsen ] e 4T KR S To
Adjusted revenue Adjusted protic batore tax! Adjusted free cash fiow-
£3,008.5m £93.5 £78.1m
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Aeported earmingsihoss) Adjusted earnings
per share (cottinuing ops! per share?

13.33p 1.61p
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We are driven by our purpose: to ‘create better outcomes’ — for our employess,
ciients and their customers. suppliers and partners, investors, and society.

Every day we hels millions of people by delivenng & solutions ta
transform and simplify the connections between b : and custome
gavernments and citizens.

We pariner with clients and provide them with the insight and cuttin
S that allaw them ta hat they dda hest an
paoples live r and simpl

We operate across three divisions ~ Public Service, Experience and Portfolio —
in the UK. Europe. India and South Africa.

Capita




At a giance
TIrnonued

Caplta’s new structure
- Two'core growth dmsuons :
: facused on dlsilnct matket and

_3 Divisional financlal performance: (see aiso pages 19 22
and 25' s presented on an adyusted basis Reported s not
included. as the Board assesees dmSnnal perfarmanca on
adjusted results The cafculaton ol adjusted figures and our
kay performanca indicators [KPIs} are contained in the APMs
on pages 219 o 222

_E Divisional detalls and parformance can be
found on pages 16 1o 25.

Public Service

The number one strategic supplier of
business process services (BPS) and
technelogy services 1o the UK Government.

Main verticals: Education & Learning;
Local Public Services: Health & Welfare;
Defence, Security & Fire; Justice, Central
Government and Transport

Adjusted revenue’ contribution

47%

{ 2020 42°3)

Adjusted civisional operating profit!
contribution

51%

2020 129

“fhe UK's lead:ng customer expeneme_

business with a blue-chip client base
designing, transtorming and deliverifyg -
high-quality clistormer service.

Main verticats: Teleooing, Midia
& Technology; MuRti-industry;

Financis Services

Adjusted revenue’ contribution Adjusted revenue’ contribution

39% 14%

SENgG 44,
Adjusted deasional aocrativgg profit’ Adjusted divisional aperating
contributian profit! contribution
°/ 13%
36 C o
anai 2020: 137




Our purpose

Capita ‘creates better outcomes’
for all its stakeholders:

TR Everyone at Capita
Nurber of people ;
pe k3 strives to create better

. for all
52,000 | Reiedvion

our values of being:

WWe bring these values ta
life through owr day-to-day
behaviours and by putting
our purpose at the centre
of everything we do,



Our strategy

Ta create a simpler. stronger and
maore successful business that will
drive grganic revenue grawth and
sustainabie frae cash flow.

Simplify

Strengthen

Succeed

- More focused busmess with strong

positions and growth potental
Using commen. scalable capabilities

+ Empowenng our people to deliver
+ Further streamlined cost base

Winring mare of the nght work

+ Improving cash generation and

Portfolio disposal proceeds
reducing net deht

+ Extend debt maturitios
+ Investment in asset base.

technology and people

Purpase-tad, responsible business

- Innevative and creative

Inflecting to revanue growth
Expect to deliver positive
sustainable free cash flow? in 2022

7 sustainable froe cash * aw = rapottad 'ree czsn oy sveludingihe Itgasl

of d Rnznab,

Capitapic
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Measured through our KPis:

Financial

Non-financial

Aligning with our performance-
based remuneration:

; for the executive
irectors determined by:




How we create value

At Capita, we provide
consuiting, transformation
and digital services.

Our markets: We operate In large and
growing markets, at scale and often with
significant mariket share.

Puhblic: BFS spending growing at
2.5% o it

Gavernmerit spending In the UK with prvate
organisations is around £110bn and
spending on BPS 15 growing at around 5%.

The forecast market growtn is driven by
government increasingly looking to leverage
technalogy, new digital products and
smerging capabilities such as arvficial
ntelligence.

Expérienca- ‘marked gmﬁm of £.5% :

over next three years Boitot: Sverint

-+ The global custormer, expecwnce tarket I
valued at arounds £244be and js expeciet
0 grow ai aralind 5% over the next thiee.

years. The drive o digital inchides a. -
- customer desire & shift o self-service,
where corvenience matters, and high-
quamy hurnart trrleratmans suppoften by

Our expertise
and resource

Market expertise

We have degp understanding of aur ciients
and their markets. for example. in customer
engagement. government services and
techriology solutions.

Technological resources

We offer technoiogy-led, dignally enabled
services and solulons, We are nvesting
N digital and software devefopment, We
paririer wath global technalogy leaders

Client relationships

\We formi longstanding parmerships win
awige range of chents from blue-chip
businesses (o the pubiic sector, {o transform
their activities hy delivering insight and
innovative solutions

Qur people

We are a people-focused business. built
around 52.060 skited and committad
employess who have deep understanding
of our chents' markets and needs

International Infrastructure

e have an intarnatonal defivery platform,
with more than 18,000 peaple providing
technology solutions and customes
engagement services. principally in Europe,
India and South Africa.

| -Gapita Is & consulling, kansformation

W work Gogabacatively wib dients

. c:pﬂaplc
Annuzt Hepoﬂ202(

Our consultants:

1t digital setvices business, ‘Wotk coliaboratvely win clients as

trusted, lar strate S.
We are mmmﬂgm’wam rusted, long-term strategic partners.

better cuttomes by working collaboratively oo Proactively dentify oppartuniies within
with our clierts as parthers. i

Wa provide cohsulting and professionaf
services, drawing on aur practical
expeniens; provide digially enabled
servicés and solufions, often undsr
ml;mfyear cantracts.

Support the
of better solution:

Vile consut, transform and defiver. ol mro\_gn reven

Consuit Qur transformation services:

Improve pro
and efficiend

Allow chen
do best.

" Our dlglla! services:



Our busingss madea!

Generating financial value

We generate revenue, profit and cash
flow by providing valuable services to aur
chents, consistently and efficiently over
the lang term.

Transtormational services

Clients procure our digitally enatied
services and network solutions thraugh
contracts, often long term. to effect
significant change in therr businesses.

in 2021, approximately 72% of Group
adjusted revenue was underpinned by
lang-term contracts, with around 16°s
from short-term contracts Our order book
at 31 December 2021 was £6 1hn

Transactional services

Appraxirmately 12%. of adjusted revenue’
comes from our transactional businesses
where we sell products and professional
serviges to our clients across a wide range
of functions. In 2021, this represented
£349.2m of adjusted revenue’.

T He'er tn ARNS i payens 21915 202

Efficient operations

Runrang our business as efficiently as we
can allows us to pass savngs through to
our clients and customers over the fong
term, as well as generating value for our
shareholders. Dunng 2021, we delvarad
transformation cost savings of £123m

by reducing the cost of poor quality,
structuring our business better and
adopting efficiency-generating
technologies such as autornation.

Generating cash flow

We aim to generate sustainable free cash
flow from revenue growth, increasing
profit margins through greater efficiency
and eliminating the cash cost of poor
quality operations. During 2021, adjusted
free cash flow fell fror £170.3m to
£78.1m, reflecting the reversal of the
abnermally high level of pandemic-related
cash generation achieved in 2020.




'Establishing
‘the platform

for growth

4

The compielion of Capita’s
transformation has resulied
i a claar, improved and
simpler operating micdsl.
The fundamsniais needad
io bufd a successiul
company ars i place.”

Ih 2021, Capita made further progress towards
hecoming a sustainable, prafitable business
capable of delivering positive free cash flow

The fundamentals needed to build a successiul
company are in place — strong service delivery.
a slronger balance sheet. and a simpler more
effhiment and stable structure, \We have
addressed the maor fimancal and operdtional
debt that the busmess faced. The business

is now more predictable, and operates with

the values and behaviours that align with
Capia’s purpose.

The etfort and investment required to achieve
all this should not e underestimated. but it has
peen essential to create & business thathas a
future and that people want ta wark tor and with,

Despite the progress made 1o improve so many
aspects of the business. the year was
disappointing for our sharehalders who have
been gatient and supportive. attribates which
we do not take far granted They now need to
expenanca the benefits of the company's
campleted transfarmatan

* Capita ple
- Anniat Report 2021

1would bike to thark all of Capna's people for
their tetal comedment in a year of disruption
caused by external forces and the final stages
of operational restructuring which now
provides the platform to achieve the key goal
af meaningiu! growtn

n 2021. the company saw organic growth,
atreit margmal far the first tirma i six years.
The retenpon of key conlracts. the winning of
new work, a strong pipeline and the addition
of new clients in fast-growing markets all give
cause for optirmism.

2021 was a pivotal year for Capita where
much was achieved. including the end of the
transfoimation a signitcant reduction m debt
and moving the pensian fund nto surplus.

These achievements now need to be built
upen to deliver consistent. predictabie
oltcames for all parties engaged with the
campany and in particuiar those who have
rvested N us hilure,

Strategy and performance

The completian ot Sapa’s ransformation
has resulted in a clear. improved and
simpler aperating madel

The divisianal structure — Public Service.
Experience and Porlfoho — putin place in
2021 is robust and straightiorward and
enahies the Group 1o be fully focused an
executing s growth strategy.

In recent years. a huge amount of work
has resulted in improved quality and
rehiabiity of operatonal delivery. discipling
and controis arcund the work wa take on.
and & consistent approach i how we do
that work,

Asg aresult Gapita’s reputation s far betigr
than when we started the transformation
and is helping to produce the revenue
oppartunities for sustanatle growth across
the company.



The Board and governance

W are continuaily striving 10 imprave the
gavernance of Capita and 1o refiect the
changing needs of the company in the skills
and expernences of the Board.

In May, Tim Weller joined the comparty as Cret
Financal Officer and the Board as an executive
directar, bringing with him almost 20 years’
experience as a CFQ and extensive business
knowledge which s highly relevant o Capita.

In February 2022, we welcomed Nneka
Abulgkwe as an independent non-executive
director. Nneka is a highly respected technology
leader and entrepreneur. whose digital
Innovation expertise will be of great beneafit

to Captta.

COur employee directors, Lyndsay Browne and
Joseph Murphy. continued their important work
on the Board, and we will ensure that the
employee voice and perspective remains a
vital, ongoing part of the Board canstitution.

Baroness Lucy Neville-Ralfe left the Board in
2021 and | would like to thank her for her four
years of service as a nan-executive director

1 would also like to thank &l members of the
Board for their commitrment. continued suppart
and hard work

As we restructured our divisions and reduced
the size of some of our support functions,

a number of people who had played crucial
roles in the transformation left the company
and | would like to thank all of them for

therr contributions.

Values and culture

Our purpose remains the central driving ferce
across Capita. We aimto create Detter
autcomes' for all stakeholders — our peaple,
clients and custorners. suppliers and partners.
Investors, and society.

Throughout the Covid-19 crisis. the safety and
wellbeing of our people has been our number
ane prionty.

We are alss determined to support the lowest
paid people in our business and are proud to
he accredited for our commitment to the real

living wage.

At the same time. we have continued to focus
aningreasing diversity and inclusion across
the argarmsation The diversity of the Board

is improving. and we are pleased that four of
aur nine Executive Committee members

are women

We have also continued to work hard to
address our gender and ethnicity pay gaps —
but there 1s still mars 1o be done

We were disappointed to have seen a fall in
our employee net promater scare. This partly
reflects structural and operating changes
across the company. amid the cortinuing
challenges of the pandemic.

But we remain determined to create an
engaging, rewarding and supportive
environment to attracl and retain great
leaders and collsagues.

fa

Thetais still much to be done
at Capita, but 2021 was a year
af pragrass in which many
goals set at the beginning of
the year were achieved.”

We are also focused on strengthening our
credentials as a responsile business by
delivering on our environmental, social and
governance (ESG) objectives.

In February 2021, as part of our commitment to
help fight climate change, we set our scienca-
based carbon emissions reduction targets —
ang have pledged to achieve full net zerg,
ineluding across our supply chan, by 2035,

Looking forward

Qwer the past five years, the changes
necessary to give Capita a sustainable future
have been substantial and ditficult. The scale of
the transformation was greater than could have
been imagined. but the progress made under
new feadership since 2017 has been significant
and deserving of recognition

There 1s still much to be done at Capita and
challenges remain. but 2021 was a year of
progress in which many goals sel at the
beginming of the year were achieved

Despite headwinds. we have established the
platform far long-term revenue growth and
sustainaple free cash flow

We now need to exetute on our Business
plans and ensure this progress delivers
retwrns to mvestors.

Sir lan Powelk
Chairman



A year of
significant

change

k&

We now have a foundation in
place to deliver susiainahie,
improving financial
performance and look forward
to delivering this as we move
inta 2022 and beyond.”

Summary

2021 was 4 year of sigmificant charige at Caga
as we completed our transformation and
established the platform for long-term success
We rnow have a faundation i place ta deliver
sustanable, Improving financial performance
and look forward 1o delvenng this as we move
mMta 2022 and geyand

At the same trme, we will continue 1o pranth se
being a purpose-led, respansible business, this
s our Lcenae to oberate, 'Me are pleased to
have mairtaned a high custamer net pramater
score (cNPS). However, our emplayes NPS
{eMNPS) was disapponting. reflecting the degrae
af change i the business and the continued
irpact of the pandemc, and we have a
comprahensive plan in place to address this
We have also made good progiess with diversity
and we have committed to a neat zero plan

In August, we established our new, simphfied
divisional structure wiich will geliver sigraficant
benehts inthe luture o core disions that
focus on public and private sector dighal

Capita pic :
Artgal Report 2021

Jdoni.ewis
Cief Exetutive Officer

transforrmation ana technology autsaurcing
services. clanty of facus on our markets

and clients. benefits expecied from greater
operational efficiency. and a third dnision

of non-core husinesses that will be dispased
of. The proceeds from these disposals will
he used o contiue 16 stréngthen aur
balance sheet

Qur contract delivery, which 1s the foundaton
for the turnaround and revenua grawth has
remamad strong \We hixag the last of our
legacy problem contracts resalving both
Primary Care Support England (PCSE)

and Elegtrorme Montoring sarvices (EMS)
wansformanon 1ssues in the year Chent trust
1N us 15 far better than when we started the
Fransformation and we are winnng new
scopes of work as a result.

Qur aplity to deliver sustainanle revenue
growth s fundamental to our long-termm
success. We delivered modest revenue
growth In 3021 reversing siX years of
declines, and expect tris rrend to cortinse
10 rnprove Ve have hgh refeniion rates,

are winning incremertal scopes of work with
ouyr existing chients and are starting to wan
business with new chents Our weighted
pipeline of oppoartunites for 20221s
substaritial and broad based.

During 2021, we 100k acton to reduce
aperatirsg and administrative casts by a
furiher £123m and, over the ransformanon
the toral amount of cost savings has been
more than 0425 The mam areas have
been N operanonal excellence — ‘doing
rings Detter, doing trangs once’ — as well

as in more efficient management structures,
pragerty and Group IT and procurement
savings There 1s more 10 come as we focus
an the tenefits af standardisation artd
efficiency In each division and in 4 lean
Graup overhead struCture.

We continued o strengthen the balance
sheet ard successfuly completed a number
of Key isposals, exceading Our target of
C700m of proceeds which hag enghled

us to adaress gur funding CoMimtments

n 2021 and 2022 We will continue 10
strengthen the balance sheet with further
dispasals as well as improwing the pensan
Lind pasthon

The transformation s naw finished Ve
have a simpier and more focused struchsre
i place, strong positons in growing rarkets
and a structurally lower cost base, 'Me are
canwnuing fa strengthen the balance sheet
The plattorm 15 10 place (o grow revenue,
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ncrease margins and cash canversion and lo
drive positive free cash flow.

Qur net zero timeline

Financial results

Adjusted revenue’' at Capita has grown for
the fiest tirne in six years albest modestly,

to £3.008.5m (2020 £2,5955m). This was
underpinned by some major cantract wins,

in particular the Royal Navy traning contract
and 10 the Public Service division as a whaole.
These offset the impact of contract 1055es.
mainly from 2020 in the Experience division.
as well as the net revenue loss of Cowid
contracts wan in 2020. We alsg expected
furthar benefits from a recavery In our

Operational and travel
net zero by 2030 Caovid-affectad businesses, such as
- Aguto (aur travel & events business),

B but lockdowns and slow market recovery
affected thus sigmificarty.

Adjusted profit befare tax’ increased by
€88 1m this year to £93.5m (2020 £5.4m).
This principally reflected the denefit of
transformation cost savings. new reverue
and the unwind of the prior year holiday
accrual, offsetting revenue losses and the
reinstatemnent of the employee bonus
scheme. Reported profit of £285.6m
(2020 loss £49.4m) benefited sigmificantly
from prafits on disposal of Education
Software Solunans (E5S) ana AXELOS in

Operational net zero
by 2025

Meutralise of

Full 'nét zero
completion by 2035

¢ 1and 2. busi

Ll ral

27

zvanue at Capita has grown
for the first time in $i» years,”

particufar, offsetling the write down of our
tistoncal finance systems asset as well as
anerous contract provisions In our closed
book Life & Pensions husiness.

Cash generatan 1S a key metnc far the
business Our adjusied free cash flow” was
£78 1M (2020 £170 3m), hut we alsa had to
fund £328.2m of acditional cash cormratments,
Inclucing £104.1m of VAT deferred fram last
year, pension payments of £135.5m and our
final year of below-the-line restructunng
payments of £68 6m. Reported free cash
outflow in 2021 of £(2371)m (2020 nflow
£303.8m) reflects these addihonal payrnents.

We continued 1a strengthen the balance sheet
during the year, with net dabt reducing to
£879.8m at 31 Decermnber 2021 (£1.0771m at
31 December 2024), funded manly through our
disposal programme. In early 2022 we reached
our total of £700m of target proceeds, ahead of
schedule, enabling us to maet £440m of debt
maturities 1 2021 and 2022, More broadly.

we are also targeting & reduchion in our

other financial obligatons, including further
pension defict contributons and reducing

our lease commitments through our property
footprint reduction



Chuef Exacuiive

Ottgers re

Purpose

Our purpase ~ 1 greégte better auIcomeas -

15 our heence to operate In our markets and
therefore a fundamental part of our strategy,
with eNPS and eNPS scores inked ta
remuneration. as well as heing a driver of
revenue thraugh the social vaiue and net zera
COMGAnarnts of gavernment Contracting.

The ciNPS remains igh at «28 porits. altrest
ahightly down on last year (+32), which we
believe ts more a reflection of the exceptional
wark done i1 202G ta suppart aur clients
thraugh the early days of Covid and moving
1o rernote working, We conbinue to strve

ta dekgfiit our ciients

Cur eNPS declined thas year by 22 pointa.
wihile we expected some decline as a result of
the scale of the transformatian actity in the
year, this was maore prongunced than we had
antoipated and, n an already challenging
fahour market, represents a key chafienge in
engagernent and retention 'While employees
felt positnie i their immediate surroundings
ard activities, there were strong wiews that

we needed to focus more on the longer-term
opporturities at Capia. We are addressing this
through plans for better communication and
angagement, clearer mvestment in raining
and development, and implementing a rmore
attractive emplayee value propositien, This
will be a significart area of facus In 2022,

Qur plans o ncrease the diversity of our
pedple recognises the need 1o represent the
communities that we work in, aur desire to
attract and retain high-gualty talert, and 1o
broaden the range of thinking and innavation
nthe business Our Board has Increased ns
drversity. partcularly with the appomtments of
Neelam Dhawan and Nrieka Abulokwe, and
44%; of the Exacutive Committeg Ls now female,
with 229 Black, Astar and minorty ethnic
reprasentation. But there 1s shil more to be
done throLgnout the organisation

in 20214, we set out an amiitious plan to take
Us ta ret zero by 2435 ahead of the UK
Gavarnment's target of 2050 Underpinned

by sclence-based targets our three-phased
approach aims to see us reach operatonal net
zero by 2025 and operational and business
trave! net zero by 2030. This will involve
reducing business travel erisgiong and
transianing our fleet to electric vehicles by
2032, We will work closaly with our suppliers
and aver 50% of o supply chain hias now
sigred up to soence-based targets We
reguced our Scape 1 and 2 emissions by 42°.
11 2021 compared with our 2019 base line,
largely due to the impact of Cowid.

Looking ar other stakeholders, pur suppher
rmetncs have also impraved, with 98 of ail
suppliers being paid within government
gquidehnas of 80 days, a three percentage
pontincrease from last year
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Winning business and growing revenue

Our markets

We aperate inthe cutsaurced digital
transfammaton, business process services
{BPS) and technology markets, 1n the pubhe
and pnvate sectors, which are large and
growing, The markets that we address are
growing at around 5% a year. with niches
growing at more than double that rate.

Both core dimsions, Puble Service and
Expenance, have strang posthions in therr
markets, as the UK Government's largest IT
oulsouraing supplier and as the UK's leading
customer service provider, respectively. Qur
abity to win work at scaie and our nsight

into GUF clients’ systems processes and
end-CUstomers after many years of experience
15 what gnves our leading positions in those
markets We callaborate with some of the
world's leading prowiders of technalogy, such
as Microsoit, Salestorce and Amazan Web
Services (AWS), as well as developing our own
softwate and solutions, which enable us to
deliver the bast custormer service outcomes.

Operational delivery supporting contract
retention and new business

That our improvement i operational
performance 1s onge agan & core strength of
the husiness has been a fundamental part of
the ransfarmaton, astabhshing our clients’ trust
and winming new revenue We now have a
reputation for strong delivery wath key growth

clients, such as TIL for whorm we debvered
a significart cloud migration and additional
scale of existng plattarms.

Qur operational KPIs have remained high
across the busimess. Our day-to-day service
level KPls stayed at ¢.99°. through the year and
our IT infrastructure is now significantly mora
reliable, with entical incidents down by 88
since January 2018 and our average resolution
time 29°% quicker than the iIndusiry banchmark

We have now finished fixing failing legacy
contracts from when we started the
transformation, with PCSE and £MS resolved
Inthe year as planned.

The return on this investment, apart fromthe
improvement n cash tow and profit, 1s that we
have won new scopes of wark with many of our
clients whera we histarically had delivery
1ssues the extension of the British Army
Recrutment (RPP) contract, the ULEZ with TIL
the award of the Tunng scheme adrministraton
with the Department for Educanan; and further
wark with the Miristry of Justice.

Our win rate on contract renewals remans
high at 83, refiected in the high cNPS scores,
and we have seen the annual revenue attrition
on aur cortract base now reach a mare normal
3% a year, compared with almast double that
I recent years, Qverall, we have a more

solid revenue foundation on which to buld
growth opportunities.

¥
Both core divisions have strong
cositions in thelr markets,

Winning revenue

We are now starting to deliver the contract wins
that will underpin that revenue growth as we
leverage scale and chent insight, alongside our
re-established operatanal reliability Tha focus
of the core divisions into market verticals
means that we can now bring a range of
products and capabilities together 10 focus an
specific cent needs which 15 a sigaihicant
change tar us. The benefit of this approach Is
already evident in the recent successes at the
Ministry of Defence, and within our Financial
Services and Telecoms verticals.

In 2021 we won £3 8bn of tatal contract value
(TCVY, anincrease of 31%. on 2020's £2.90n.
This ncluded a small number of large contracts
(Royal Navy, two European telecoms contracts
and twa financial services cliens) but just under
50%0 of the TGV was won In cortracts valued
under £50m The bulk of the TGV was won in
the Pubiic Service division which saw TCV
growth of 545 year on year, while the
Expertence division was broadly flat. The
Portfolio division grew strongly with an increase
of 1292 in TGV to £572m {2020 €512m). The
In-year benefit of the total contract wins was
£1.208m, 10% higher than 2020 with a
camparative decline in Expenence dueta the
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one-off Covid wark secured in 2020 offsetung
new work In Public Servce. Within the
dnasians, the Public Service baak ta bill was
17% (2020 1 3x) reflecting the balance of
business won, while Expenence was 0 7x
{2020 0.7x) partly reflecting the delay of some
rmajor cortracts, fike the BBC,

In the second half, we won some important
renewars in both divisions, nciuding Personai
Independence Payments (PIF) for the
Department for Wark and Pensions (DWP), an
extansion ta the Standards and Testing Agency
contract with the Department for Education, and
contracts with the RSPCA, Tharnes Water and
4 global fast-mowving consumer goods clhient.
We also secured new scopes of business with
existing chents such as in the Defence Frre and
Rescue (DFAP) contract, surface rangportation
far TiL and an extension to our successiul Jab
Entry Targeted Suppart (JETS]) programmie in
Scotland. Our focus on néw clients started to
produce promising resuits towards the end of
the year, with & recent contract award from the
Fintech company. Trade Republic, with more in
the pipeline for 2022 Since the year end we
have also won a £456m TV keensing contract
extension with the 880

Our orger book grew to £6 100 (2020 £5 ghny
Group boak g bl at the year end was 1.2x,
shghtly lass than we expected after the BBC
extension maved nto 2022 but stll mdicating
a 8lrong base for future revenug growth,

Building a pipeline for future

revenue growth

Laoking forward we are naw better structured
0 continue 10 grow revenue, bringing togethar
aur strang market posfions, niew chient-facing
strugture and improving clent offenngs As we
drive greater efficlency from our new divisional
and Group structure, we wil also becorme more
compeyive Finally, we will centinue to leverage
the 'consult, ransform and deliver” model thatis
expected ta secure mare apporturities for the
Group, as wall as mproving tne margin mix of
the business we execute

We have continued to builk! our pipeline of new
oppartunites The 2022 prweaighted bipeline Is
£94bn, a 7% Increase on 2021 when adjusted
for the Royal Navy traimng contract. wnich was
signed on 11 January 2021 The 2022 weighted
TCV mpeline for the year 1s T2 501m. 429,
mgher than at the same paintin 2021 (2020
£1,758m) excluding the Royal Navy raining
contract. This 1s spin broadly equally between
Expenence {81,320} and Fublc Service
(£1.130m), showing that significant opparunities
a5t in both divisions and. based en our
conversion rate last ysar, gives us an
encauraging outiook for 2022

Fost year end, we have closed a number af
contracts that we had expected in 2021
ingluding the BBC TV licensing extension.
Other significant bigs expected in the first hatt
of 2022 are for a fnancial servises company
NHS England and the DWE

Operatlonal excellence, efficiency
and scaie to drive margins

Reducing cost

Qwer the course of the transformation, we have
made cost savings of more than £425m to bring
the cost base nime with @ smaller. more
efficient ang mere focused business. Savings In
2021 totaled £123m, which were again focusad
an operatanal excellence, taking out spans and
tayers of management as we intagrated
husinesses and operahons, and savings 1n the
overhead and Graug functions. These cost
savings were 8 mayor griver of our profit
improvermnant n 2021,

Our operational excellence programme

15 focused on pracess and produchyity
mprovement ang will be @nhanced by beneafits
derived from our new structure. ncluding
standardisation and hest practice expenance
from around the Group, as well as deployment of
aigital Sarvices and robohc rocess automatiarn

\We rade procuremant and IT savings of £28m
through congolidation and benghmarking
suppliers, negotiating wiproved terms.
leveraging scale benefits and using more
data-dnven dacision making.

Reduaing the size of our property partfohio
cantinues o b€ a maar drver of Cost savings n
the business Dunng the year, we realised £26m
of cost savings as wa closed 55 properties, on
tan of the 48 that were closed n 2020, reducing
the associated lease obligations by £49m
Gapita has now reduced its property footprint
by 25° over the past wo years.

Cormpleting the transformation and
mplementing our new leaner structure alowed
saunigs in the Group averhead and functions
to be delivered in 2021, Ongoing savings are
planned through increased productivity ang
reclum‘ng riternal siructural nefficentes,

for example through further propeny
ravonahsations and matenally reducing the
number of legal entities In the Group.

Managing infiation

As for most other businessas in the LUK,
inflattonary prassures increased in 2021,
alongside increasing levels of staff atintian, Ths
was axpenenced acrass all our busnesses butin
particular for IT protessionals n India, consukants
and for our call centre staff in the UK.

Cor fust prority nas Deen to invest I our
peaple. A fully staffed, engaged workforce
delivers better service quality, addiional
revenue oppartunmies and lower staff turnaver
This means investment in recruting, raning
and davelopment as well as better employee
engagement and wage increases,

As 2 confracting bhusiness, we are usea to
dealing with Inflation and two-thirds of our
client contracts nclude terms that allow us to
pass aninflationary casts. Taking into decaunt
transactional revenue (£.12°. of our Group
revenue, 56° of which will be disposed thraugh
the Portipho division), as well as contracts

tnat will end or be renegotiated in the naxt

18 months, the unhedged expasure to Inflabon
remans relabively small.
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As aresult, we are confident that the profit
impact of inflation can be mitigated over tme.
with na material impact te profit expected in 2022

Langer term, we see employee wage pressures
at our chents as a potential driver for further
autsourcing and use of drgital technology.

Strengthening our balance sheet and
delivering positive free cash flow

Reducing debt
One of the biggest priorities in the
transformation was to reduce our financial
obligatians to a mare sustainable level.

Inthe past four years we have reduced gross
debt by £1 1bn, made aver £300m in pansicn
dehicit funding contnbutions, and acddressed our
arganisaronal deficit, including expendtture an
IT equipment and structure. fixing legacy
contracts, and mvesting in systems.

Last year, we announced a business dispasal
pragramme targeting te raise £700m to meat
the significant addibonal cash commitments mn
2021 of deferred VAT, restructunng and pensian
deticit payments, and to ensure suthcient
liquidity to pay debt maturities In 2021 and 2022
That target has now been achieved, ahead of
schedule, with the agreed sale of Trustmarque,
within the Techinalogy pillar, on 28 January 2022
meaning we have realised total disposal
programme proceeds of around £750m.

We will continue aur plan to reduce debt
thraugh the disposal of the nan-core Farttolio
division. Excluding the Technology pillar, the
divisian now has around £338m of revenue.

+ Refesto APHE 0N pages 21910 222

£27m of profit, befare allocaton of Group

averheads. and £30m of operating cash flow on
a 2021 proforma basis. This includes the Agito
husiness that in 2021 was stll Iass-making and
cash-negative as a result of the impact of Cowid.

Singe the beginring of 2022, we have launched
processes to dispose of two turther pilars
within the Partfolio division, representing
around £188m of revenue and £20m of profit
before allocabon of Group overheads, on a
2021 profarma bass.

We also continue to ensure our other
stakeholders are fairly treated. As a result of our
pension defict payments and investment
returns, our pension scheme funding target 1s
shightly ahead of where we expected Some of
the disposal proceeds will be used to accelerate
future funding payments so that we expect the
Group's pension schemes to be self-sufficient
as part of the next actuanal review.

Finally, as noted above, our property portfolio
rationalisation has alsc led to the reduction in
our lease hiability which, at 31 Decermnber 2021.
was £424m_a 10°. reduction in the year

(2020 £473m) Thisis expected 1o fali further as
wa reduce and renegotiate lease durations and
dispose of Portfolio properties.

Targeting sustainable free cash flow?

MNow that we have completed the
transfarmation, we are targeting the delivery

of growang, postive sustainable free cash fiow?,
starting In 2022

Cash canversion in the divisions 1s targeted
10 improve as deferred income balances on

2 Sustanablie trea Gasn ow = reporad fiee $a57 How excliding the mpau of desosals

our legacy transformational contracts roll off
and we contiriue 10 Improve our cash
management processes.

Our adjustad free cash flow' in 2021 reflected
the unwind of 2020 cash preservation niiatives
to protect the business from the impact of
Gowid-19 and reported free cash in the penod
reflected expenditure on the final year of

the transformation and repayment of VAT
deterrad from 2020. These helow-tha-line
commiments will substantially disappear

In 2022.

Over the next couple of years, we also expect
the pension deficit payments ta reduce
materially, as the pansion scheme transit:ons
0 self-sufficiency.

Qur lease paymerts net of recaipts, are also
expected to decrease in line with our property
footprint, hawving already reduced from £85.2m
n 2020 to £82.1min 2021.

Qutlook

Year ending 31 December 2022

In 2022, we expect to dehver ravenue growih,
positive sustainable free cash flow” and to
continue to strengthen the batance sheet.

Our revenue growth 1s buit on strong contract
perfarmance in 2021, our order baok, lower
attribon, a growing pipelne of new busINess

n bath Pubhe Service and Expenence as well
as ongoing recovery from Govid-affected
businesses.

MNotwithstanding the margin benefit from
revenue growth and the flow through of the
cost benefits from the divisional restructure

Implermented in 2021, we expect operatng profit
margins to reduce shghtiy in 2022, This reflects
the full-year impact of priar-year contract losses
and the structural decline in the closed baok
Life & Pensigns In Expenence, operational
changes in the Army recruitment contract in
Public Service, as welt as the cest of recruiting
and training staff to support our growth.

Next year, we will include restructunng. pension
deficit contnbution and VAT payments within
our adjusted free cash flow’. With higher
cash-backed profit and the significant decrease
in the paymants noted above, we expect 1o
deliver positive sustainable adjusted free cash
flow' in 2022,

As we cantinue o make disposals, we expect
net debt to decrease materally

Medium term

Bayond 2022, we expect core Capita to
continue to buld on the platform we have
established today

wa will target revenue growth atleast inline
with the mid single-digit range of our core
markets and deliver high single-digit Graup
EBITDA margins. We expect to graw free
cash fow. as cash conversion iIncraasas to
between 70°s and 80°. and addtionat cash
commitments fall away.

Wa will mantain a prudent approach ta

our capitat structure, and will target a leverage
ratio of ground 1x net debt EBITDA on

a pre-IFRS 16 basis

Jon kewis
Chiefl Executive Officer
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(31
The Public Service
division is well positianed
for growth,”

Public Service

Fubilic Service is the number ong strategic supplier of

Adjusted revenue'

business process services (BPS) and technology services

to the UK Government.

‘We are a socially responsiole suppher
0 gavernment that uses applied digtal
transformaton and 8PS t improve the
praductivity of government operations and
the citzen expenence of public services.

We believe that innovative, purpose-drvert,
quakty public seraces ara oribcal o delvenng
safer, greener and healthier communities.

Public Servige is structurad across five market
vertcals, Education & Learning, Local Pubhc
Services, Health & Welfare, Defence, Frre 8
Security, and Justice, Central Gavernmeni &
Transpart, as weall as the non-consolidated
Smait DCC subsichary,

We use a ‘consultranstarm-deliver’ matrix
operating model underpinned by a strong
digital capabity.

31 10 AP 0N D80S 215 12 227

3 TechMarketview

£1,410.4m

Adjusted operating profit’

£98.3m
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Business units
+ £ducation & Leaarming

ntral Government & Transport

Employees
- 12

Client distribution
- UK

Major contract wins and renewals

16 axpansian on the DFRP and Smart
tracts worth £127m

¢ i by the
Department for Education T support stud
pariickpating in the Turing Scheme

Competitors
© Al + Cap Gemini
- Sopra Sleria = Kiihos
- GGl + Serco
TGS + Maximnys
- Cognizant
« Accenture
DXG Technology
- 8433

s

Our markets and growth drivers

Government spending i1 the UK with private
sector orgarusations 1s ¢ £110bn? and € 15
estimated that the software and IT services
market 1s valued at ¢.£13 3bn Our currert
core addressable market s around

¢.£12 5bn The BPS element of that,
comprsing both the business process
outsourcing {BPO} and digital BFS sub-
segmerts, s growing at ¢.5% per annum.

The BPS market 15 shifting quickly towards
being more digitally and data-enabled and
cloud-based as the UK Government is
increasingly looking to leverage technology,
digital products and emerging capabiites

Data analytcs, predictive and arshoial
intelhigence, rabotie process automation,
cloud and cyber protection are aft being
deployed to deliver impraved service
through techinclogy transformation and
delivery, using repeatable standardised
technology and methodalogies, technology
stacks, partner ecasystems, tools and
intellectual property

As a result, BPS that i1s heavily dependent
upon technalogy enabled transformation
{narmely digital BPS) 1 grawing at over 10°%
a year.

Fublic Service has a market share of around

1574 in software & IT services (SITS) and
around 30°a" in the UK Government BPS

Qur near-term aim is to
consolidate Public Service's
position as market leader in UK
pubiic seclor 8PS,

Fublic Service compates agamst a number
of providers across the spectrum of services
that we prowide, nclugmqg Atos, Sopra Steria.
CGl. TGS, Cogrizant, Accenture, DXC
Technology, B8JSS, Cap Germini, Kainos,
Serco and Maxmus.

Qur strategy

CQur strategy is to he a purpose-led, socially
respansible business that uses applied digital
transformation and B8PS to imprave the
productivity of govermment operations and the
citizen experience of public services.

Qur near-term am 1s lg consolidate Public
Service’s posrtion as market leader in UK public
sector BPS through selectively addressing
attractive opportunities in BPO (ag DFRF PIF,
RPP) and digital BRPS (JETS, TiL. Department
for International Trade)

The Pubtic Service division 15 well posroned
for growth, benefiting from its breadth of
coverage, domain understanding, scale,

and sates and delivery capability in aur
respective verticals, each of which presents
significant opportunty. This s already
evident in our strong recent track recard of
CORract wins, SCope INCreases on our
current contract base and high renewal rates.

Qur digital capatility includes design
experence, data mastery a modern
software engine and an automation wolkit
that is combined with technology partners
such as Microsart Azure where It makes
sSense to use them. \We are builkding a
standardised platfarm, where we £an use
our process insight to present a ‘digital first!
Solutior for our Chents needs Recently we
built our Grantis saiution on this proposion,
developing a platform that has been
successiully integrated on a contract with the
Departmernit for Internationat Trade and we
believe therg are a number of furthar
apphicatons for the product.

Investing in growth

Capita's strong competiive-edge comes
through our deep knowledge of the public
sector and an ability to deliver complex
service and technology transfarmation and
integration projects



Chiet E recutive
3

We took £32m of structural cost
out of the division in 2021 by
eliminating duplication. reducing
overheads and revigwing

aftice usage.

By bringeng tagether all our public sector
actvites into the naw Fublic Service dvisian,
we are betiar able 1o sell the full range of our
services via an inteqrated sirategic aceount
management appraach, far examile, better
combining our Capita One software solution
with pur strang presence in local government,

We have an effective taam that can levergge
our insIght with an increasingly standardised
approach 1o grawing pipeline and disciplined
bidaing. We continue to use our consuting
capabiity to identify major market opporturities
and ta broaden Capita's cliert partrerng model

Alongside large one-off contracts we are
beginning to access mare regular pools of
revariue thraugh our dccess o governmant
framaworks using a srgle team and better
account managament, cansulting and
partnershun. COver the past 18 months we

have successfully been inciuded an more than
30 framewarks worth £25bn over the next

five years.

At 31 Decemper 2021 the total unweighied
pieling was £8,144m a decrease of £3 855m
fram Decernber 2020, with £2 422m of TGY
won, inciuding the Royal Navy rairing contract
50 the biook to byl at year end was 1 7x

(2020 1.3x). Wesghtes pipeline was £1,.305m
{20207 £2,272m, £1.347m excluding the Rayal
Mavy training contract! We renewed 8% . of
contracts that we tid for while our win rate on
new oppartunines was 54%.. The order book at

st Reppri 202

the year end was £3 286m, an increase of
£550m since 3t December 2020

Post year end, we sacured a new scope o7 work
with 1he Hayal Navy. Significant upconing bids
11 2022 are for work with NHS England, the
[RVP and the Landon Borough of Barnet

Cost and operationai excellence

‘We see good margin and profit opportunity in
the division over e next few years

e successfully ambeaded the Fubhc Service
delwvery madel in August 2021 and singe then
wa have mamaned consistently high lavels of
clent service, impraving contract financial
performance ard creating addtignal
QpPatUrntias an Cortracts

As well 53 the revenue benehis noted above,
there are also signiicant eficiencies from our
dwisionar standardised processeas and usa of
the Technolagy and Software Salutians (T33)
shared service funchon within Capita
Operational excellence ang efficiency have
cantinued to Improve profitatulity inthe division,

We also continued to take structural cost out of
the division, wain £32m saved in 2021, This was
fom eliminatng duplicaton witnin the naw
structure, fawer dvisonal overhead and
property savings due to a review of office
usage. with reductions in footprint across two
maor sites

Warun the JETS programmea in Scotiand on
behalf of the DWP. The programme
suppan peopls made unamployod by
panda nta new ralas. Since we started
g he scheme: 1n 2021 we have
heipad over 4,000 paopie nlo naw rolss We
hava dupe 50 by helpug them devnlap the
Shalis and canmdance neaded (o anply for

s of thee Scattish gcanany

that are growing, Falldwing ¢ strong
FETrMAce On this LInraet he AF
awarded s with 2 eontract extensan wheh
wilf 50 us continue o run the programma (o
March 2023,

2] fead more ontine at capita,comiaus-work
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Our consartium, Team Fisher. which includes
Raytheon UK. Eloi Systams L. Fugtsu, the
Unneersity af Lincaln and saveral smallar Bntish
suppliars, Nas succasstully mat all indial
mdestanes in our 12-year programme to
transtarm and modarmse the Boval Navy's
whore-basad ranirg acress 16 sites. Capila’s
consarlium has continued 1 make slrang
Hrograss since kg over the contract in Aprit
2021 when Capita and its partners Yansteriad
mara than 800 calleagues tg deliver and facilitate
waning for serdce persolngl, Traming has
contingad smoathly with ng interruption la
planned fralrung theough the handover process.

2} Rand mose antine a1 capita.2omour-wark
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Throughout ine year there was continued
emphasis on olr rermairing histoncally
Problematic contracts

* nhMay we completed the last legacy
transformanon element of the PCSE contract
The GF payments and pensions
ransformanon succassiully went ve,
ennancing ethiciency and consistent
operational delivery

- We contnue to déliver the day-to-day manitor

service an our EMS coniract with the Ministry

of Justice and dunng the year we mutually
agreed a conclusion to the EMS
transformation project.

Onthe RPR, extended in December 2020, we

achieved 100%. of the recruitment target for

requiar saidiers and officers for the year and
expect to reach full operating capabitty with

aur cloud conversian project in 2022

As a rasult, we have now finished foong the
previously faling legacy contracts

The magor contracts within the division
dalivared an overall cash infiow 1n the year,
Which shows our continual pragress and strong
Managament o contract delivery

Wa have also executed on axpectatons with
Naw majar transformational contracts, with key
service commencement dates met on the newly
Won Royal Navy training contract with na
service credit deductons incurred. We continue
@ win additonal expansions of our services on

the DFRP contract due to our strong contract
delivery In adaitian, the ULEZ contract with TiL
went live on schedule in October 2021

Financial performance

Adjusted revenue’ Increased by 10.8°% to
11410 4m tollowng significant ontrast wing
ncluding the Royal Navy traning contract, our
first full year of DFRP and commencement of
the JETS programme. There was recovery in
some of the transactonal parts of Lacal
Government and Caprta One, as Cavid
restrictions eased and acthty levels increased.
‘Wwe also bengfited from Covid-related projects
nowr Intetigent Commurications busmess and
the one-off deferred income release from the
corclusion of the EMS transtormatian project.
The impact of contract losses significantly
reguced 1N 2021, mastly relating to the local
gavernment saatar

Adjusted operating profit’ improved by 562 0%
to £68 3, ratlecting the year-on-year uphft
from 2020 impacts such as the firstyear loss
oh DFRP and contract-related prowisions

and impairments There was sigruficant
Irmprovement N contract financial performance,
mainly from tight contract cost coritrot

There have been continued savings fram
successiul cost aut programmas within
operational efficiency and procurement as
well as frorm the naw structure and sarvice
delivery model.

Adjusted cash generated fram operations’
Increased by 25 5% 10 £120 0m reflecting
the improved EBITDA performance of the
division, partrally offset by the unwind of
priar-year advanced raceipts on OFRP
and contract nvestment falowing the
cammencemant of the Royat Nawy
raining cantract.

QOutlook

We expact the revenue growth rata in
Public Sarvice to narmalise as the Royal
Nawvy training contract annualises towards
mid-single digits, 10 ine with the market,
delivered by a strong Dipeline of
oppartunites, winmng more from

current and new frameworks and major
contract renewais,

In tne medium term. we expect to target
high single-cigit 1o low double-digit EBITDA
operating margins, as we continue 1o win
work at appropriate rates of return and as
we drve ongoing operat:onal, structural and
averhead effigiency.
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Increasingly. the valyia we
bring to our clients is
ashieved by uaing digital
garvicss 1o transform the
customesr axperience.”
Aunee Chapple

1 Fezrtd APHAs or D3ges '3 70 122
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Experience
Exper_:ence i one 0f West_ern Europe’s leading cuslnme}ar Adjusted revenue’
experience businesses. It is the market leader in the UK

and ranks third in EMEA £1 1 8 4 7
,184.7m

Fany

Adjusted operating profit’

£69.1m

i 1

We are experts in designing, transferming and
delivering ichonless experiences for our chents
and thelr customers. Our seTvices Include
omni-channal comact-cenire management,
speech analytics, social media analytics data
and insight. apphication development and
roboncs process automaton. We alsp have a
strang pastton in regulated financial services
whiICh requiTes robust systems and gavermance.

sidjueiod reyerwia by typess) - Secondiy raeaswe spt £4)

The value we bring to aur cllénts 15 ncreasingly
Built around transforming the customer
expearience through the applicaton of

aigital services underpinned by data insight
and analytics.

- Adjse operating margn’ (%)
justad EBITDA' (£ :
BB 1480
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- UK Ireland Gartnany and Mzeﬂand

) Maior contraciwins and Ienewals
. Anmgmnfwwhsemnv%rsmm

{gng-standing major Sropean
tefacormmunications chiant with TCV of E523m

« A threesvear renewal worlt C58m-with owr
market-eading Testo WNobile cierd.

A ngwwinwith a FirTech client td provide
muRiingus customer senice across 15
languages waith £9m

; mmmrmwn{nemmwu ‘
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Our markets and growth drivers

The global customer expenence market 1S
valued at rore than £244bn* and s
expacted to grow at around 5% betwaen
2020 and 2024. Around 27% of the
customer expenerice market 15 currently
outsourced, with half of that focused in
Telecoms, Media & Technology, and
Financial Services Growth opportunities
still exist in these verticals, with further
opportunitias n Gther markets arnd
segments that we serve

We are the largast provder of customer
experience services In the UK and Ireland
with & market share of around 13%a

Qur competitors in the custamer experience
segment are mostly global and nclude
peers such as Teleperformance, Webhelp
Concentnx and Majorel.

The Covid pandemic accelerated the rise in
customer propensity towards self-service
and autornation 2nd in tumn drave our
chents' strategies to further digitise service
offerings. as welt as commit to the structural
benehts of agents working remately

4 Everast

We aim io provide best-iri-class
sarvices taliored (o caw clisnig’
neads.

Our strategy

Qur experience in dehvenng customer
expenence serices in certain industries and
geograpmies gives us the ability to understand
our chents’ challenges and put 1ogether
solutions based on our tachnalogy. Insight and
digital platiorms

During the year we restructured Experience
around market verticals and horizontal value-
add capabilities, 1o mave to client-centncity in
all offenings. To drive our revenueg opportunity,
we have a new leadership team in the vérticals
with significant expenence in those markets,
impraving our sales and marketing strategy and
granularity of chient offerings.

WWe deliver our services on both an on-share
and near-shore basis, with delivery centres in
the LIK, Europe, the Middle East, India and
South Africa. This gives us access to specific
skills and expertise {such as in languages or IT
skills) that can be defivered 24 hours a day at a

competitive rate to our chents. Significant
leverage Is available from this cost base as
we grow our revenues,

Qur amiition 1S 10 provide best-in-class
services within an advanced tool kit of
services which can be talored to chert
neads. This will use both in-house and
third-party technology. such as the assisted
customer convarsation and augmented
canversation technology which 15 now
utlised on a variety of cantracts. Partnenng
with AWS, we have also developed a natural
language platform which improves tallored
customer expenences and reduces cal
handling times.

We are also focused on resalving the
strugtural challenges facing the closed book
Life & Pensions business, which has
dechining revenue in a few long-duration
legracy cantracts, an a high-cost platform.
To mitigate the impact, we are focusing on
service modernisation and identifying
efficlencies in our provision of services.
The unit had revenues in 2021 of £199m,
adjusted profit betore tax of £13m and
regative free cash flow of £18m. We
continue 1o facus on our regulated
businesses and growih areas n insurance
finance, penstons and morigages
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Investing in growth

The main focus ar our investment cortinues 1a
be In our consulting and technology capabiity,
providing advanced data and insight to support
our customer service agents, which we are
starting to deploy far chents, We cortinue 1o
(Muest i ensure that aur platforms are renale,
cybier-secure and capable of fiexing with surges
in volume. ‘We generated £100m of revanue
from gantact centre support durng he Cowd
pandemic as a result of our rellabiity and scate

Our srrong aay-to-gay aperational partnerships
WIth aur clhents drave high retertion rates on
contract renewal of 97°.. However, we are
targeting rew scopes of wark with axisting
chents as well as working with new clents in
new areas such as FinTech where we recently
signed a contract with Trade Republic

At31 Decernber 2021 the total unwaighted
pipeiine was £5,510m. an ncrease of L781m
snce 31 Decemiyer 2026, with T842maf TCV
won A significant part of the work won was for
renewals and new scopas of work for existing
chents Weighted pipelne at 31 Dacember 2021
was £1 582m (2020 £932m)

ToBE AR

The order book at year end was £2,272m, a
decrease of £157m since 31 Oecember 2020
as some sizeable deats moved to 2022, such
as TV Licensing. As nated abave. renewal rates
remained strong at 97°. on opportunities bid
but conversian of new opporturities was low at
1404, 'AInning work fram new scopes of work
and new chents 15 & key area of focus.

Sigruficant upcoming bids in 2022 are far 2
financsal services motor INancing opporturily,
atelecoms renewal and an Insurance chent
ranawal, SInce the year end we have been
awarded & renewal of the TV Licensing contract
with the BEC worth up 1o £458m over five years

Cost and operational excellence

With the dwisional Structurg now in piace, we
have pppotiurihes to dnve the efficiencies that
will make aur offering mare competitne inthe
market and increase profit and cash fiow in
the dunsion

In 2021 we securad cost savings of £43m.
Dunng the year, we opened a single shared
Service centre in the UK, which drove cost
savngs and efficiency Improvemants As we
extend this work under the new structure, we
axpect to denve additonal benefizs from
consistenty of planming processes and
resourcing, which is driving high-quaity aelivery

Our operational delivery remains steang and
across 2021 we focused on deliverng a
secure. stahle and reliable service for aur
chents gespite challenges around Covid and
lackdown arrangements in key geagraphies

The pandemic resulted i1 high staff sickness
tavals m s0me geagrapries whare we Had o
develop robust plans to maintain seevice levels
for the areas worst affected In South Ainca we
2xpanded our geagraptucal foatprnt, opening a
new office in Durban to mitgate delivery
challenges and strengtien naw skillsets We
are now explonng opportuniies N our ex:sting
qaographies 10 future-proat consistant gelivery.

Financial performance

Adusted revenue’ declined iy 8.4% to
£1,184 7m as a result of attrition from contract
expiries and lasses including Tesco Bank,
Phoenix, Vi Group and Fest Grovp Thers
were continued planned volume decreases
within the closad Book Life & Pensions
business and reductons In revenue foflowing
compietion of a number of Cownd-19 and other
projects Wins in the penod included sLiccesses
with a major elecoms company N Germary
and aur first full year with Inish Water
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Adjusted operating profit’ reduced by 14 8°. 10
£69 1m, reflecting the reductian in revenue and
prior year one-off Covid-18 savings. This was
offset by continued successful transtormationa
£0St SavINgs 0N Gur wider Cost-saving
programme, as well as the year-on-year

uplift from the 2020 motnicam-debitel contract
asset impairment

‘We received termination noticas on our
Co-operative Bark and Garphone Warehouse
coniracts dunng the year, following bath clients’
decisian to change thair corporate strategy
The associated deferred income and contract
2SSets are now being released over the
termination penad, compared with the
previously assumad contract end dates on
both cortracts. There was a one-off benehit
from the net deterred mcome refease and esat
fees, to compensate the Group for exit costs
and future profit.

Adjusted cash generated fram operations’
reduced by 61 5° 1 £55 8m foliowng the
unwind of cash preservaton measures and
tirming of MvoICing O & telecoms contract
1N 2021

In the madium term, we expect
to target higi single-digit to low
doubla-digit EBITDA margins.

Outlook

As we have previousty hightiginted, the
Expenance division s around 18 months
behind Public Service in its business
Improvement journey. Investment in
revenue growth alled to operational
productvity and efficiency and elimmaing
cash drag will drive profit and cash flow
mpravemnents in the longer term.

We expect revenue to stabilise in 20622 Cur
revenue growth objective in the medium
term Is to repliicate that of aur addressable
markets, which wilt be deivan by our more
clent-centric business madel. We will also
look 10 target higher-growtn markets.

In the medium term, we expect to target
high single-digit to low double-cigit EBITDA
margins In the division This reflects the
near-tarm bulding of ravenue, delivering
gfficiencies in the operating cost base and
reducing the overhead, while investing in
our people and technology. As revenue
growth becameas more established,
aperatag laverage will dave further

margin Impravemerdt.
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Gver the past two years,
' our businesses focused
on maintaining excellent
service levels.”

1 Bef2r s APHS on pages 21910 972

Chicf Executive Pargaliy

Portfolio

Our markets and growth drivers

Portfehio Includes a range of businesses
serving puble and private clients across
muliple markels and sectors, which are
generally mature.

We enjoy strong market pasitions in many of
the market vertical sectors we operate in with
5trong brands and positive client perception of
our Servicas,

Our strategy

The dwision comprises an enlarged porifolio
af valuatle but rian-care businesses for wihich
i Capita s not the best owner and which we
Intend 1o sell at the approprate tme:

We have organised the dvision into 'pilfars”
cormpnsing businesses with similar
charactenshes which allows us 1o effect
disposals more efficienty and makes it
easier ta manage them in the intanm

£23.8m

«1d4.2m)
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These pilars are Technology, Property,
People, Software, Business Solutions,
Travel and the FERA |oint venture

During 2024, we successfully completed the
disposals of ESS, Capita Life & Pensans
{Ireland} and AXELOS. 'We also announced
the dispesals of Secure Solutions and
Services (S35). our Speciality insurance
business and AMT-Sybex 538 and
AMT-Sybex complated early in the new year

Following the year end, we agreed the sale
of Trustmarque {comprising the businessas
n our Technology pillar) for cash proceeds of
c.E115m, In O, we launched the disposals
of two further pellars. Combined, these two
pillars gererated £188m of revenue and
£20m of profit before tax, before allocation of
Group averheads, In 2021

The majority of the remaining businesses
are expected to he disposed of in 2022,
depending on Covid recovery and general
market conditions.

Cost and cperational excellence

Over the past two years, our businesses
tocused on mamtaining excellent service
levels, despite the ongoing Jmpact of the
pandemic i @ number of pillars within the
divsion. As a result. the division's cNPS
impraved for the third consecutive year.

© Fielsr to AP on pages 2130 222

In areas which continued ta face challenging
market condtions, we undertook work to
position the businesses better for new market
conditions. Within Agito (our rebranded travel &
events husiness) we focused on the effiiency
of the lang-terrm operating model and in
Enforcemant we supported clients ta clear
hacklogs which bullt up in the pandemic to
ensure focus on future volumes and local
counct needs.

W contnued with our Successful cos! saving
programme, deliverng £18m of cost reduction
Inthe year,

Financial performance

Adjusted revenue’ decreased sightly by 0 32,
to £413.4m, while some businesses saw
revenue IMprovement with markets recovenng
from the mpact of Cowid, Including Capita
Resaurcing and aur Technology businesses
this did not offset the impact of significant
prajects ending Some markets contnued to
be severely impacted by Covid, with recovery
slower than anticipated. This particularly
affected our Travel businasses (Agio and
Ewvoli) as well as Enforcement and Optima
our remartgaging business

Adjusted operaung prafit’ increased by 67.6% to

£23.8m as the revenug margin mix IMproved.
Actions taken i 202Q to nght-size the division
and benefits from successiul cost-saving
intiatives continue o drive profit

Adjusted cash generated from operations’
decreased by 42 6% to £58 8m. mainly due
10 the unwind of 2020 events as volumes
ncreased and the working capital benefit in
the prior year frem volume reductions and
cash preservation reversed

Qutiook

High single-digit revenue growth is
expected, particularty supported by recovery
n the Cavid-affected businesses, based on
assumptions of no further lockdowns

We expact profit improvement 1o reflect the
Increase in revenue and to see the benefit
of high aperational leverage fall through

ta profit

This outiook 1S based on the proforma
scope of the division at year end




Strengthening the
balance sheet

111

We have already exceeded the target we set
of £700m in total disposal proceeds to be

delivered by June 2022

Summary of financial performance

Fitvancial Nighlights

Peportad tesuls — continuing gperations

Adjustad TesUNs - conlinuing gporatans.

Raponed Reported Reparied Adjusted Adjusted’ Adjusted
2021 2020 YO¥ changs 2021 2020 YOY change

Revenue £3,182.5m £3,324.8m % £3,008.5m £2,995.5m 0.4%
Operating profitfloss) @66 /M £B2 Oim (171)% £13%.1m £511m 172%
Prafitfloss) beloretax  £285.6m £@9.99m 678% £93.5m £5.4m 1,631%
EBITOA £222.3m  £225.6m ()% £2g95.1m  £228 4m 2%
{ash genstated
from operations SH2.Hm  £434.2m (128)°h  C185.4m  £2052m (37)%
Eamings/{lass) per
share 13.33p (041D 3,351% 1.61p 241p {33)%
Freg cash llow LRI7NHm  £303.8m 178} £78.1m  £170.3m (54)%
Nt gebt £(873.8)m £(1.0771m _§i373m  £(874.8)m £I.0771)m _ £197.3m

S ally rain?

Capite pic :
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Tim Weller .
et Financia Otficer

Overview

Adjusted revenue' was broadly in fine with the
prior year Contract losses halved compared
with 2020 benesitng from our sustamed tatus
on retenton and service delvery. Santract wing
reflect the commencement of the Royal Navy
training contract, Job Entry Targeted Support
{JETS) contract and the annuahsed impact

of the Defence Fire and Rescue Project
{DFRP) contract

The increase n adjusted profit before tax’
reflects the benefit of stable revenues, cost
savings from our transformation programme
and the reduction in the holiday pay accrual

in 2021 compared with 2020, olfset by other
cost increases. including the impact of the
reinstatement of the employee bortus schems,
The adjusted profit before fax’ in 2021 excludes
e finanaial impact af a clased book Life &
Fensions conract terminahon, whch by virtue
ol size has been excluded rom adjusted results
us later described in this repost. The Group
continued 1o participate in the job retention
scheme made avaiiable by the Government

10 help ease the employmentimpact of
Covid-19 and furfough refated income of
£4.9m {2020, £21 3m) was recorded in
the period which was offset against the
associated payroll costs.

Adjusted cash generated from operations’
rechiced by £109.8m 10 £185 4m reflecting
the iIncrease It adusted operating profit’
offset by movements in working capital

Adjusted free casn flow’ reduced by 532 in
the period as the reduction in adjusted cash
generated from operations was partially
affset by lower capital expenditure and
Interest payments.

As part of our drive for ssimplthcaton of the
business, and sirengthening the balance
sheet. we continue to seek lo dispose of
a number ot nan-core businesses. During
2021 we completed the disposal of the
Education Software Solutions (ESS]
gusinass and of AXELOS, realisig cash
proceeds of ¢.E343 5m and £182.2m
respectively. We also announced the
disposal of our Speciality Insurance
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business. subjact 1o certain consents, the
disposal of the AMT Sybex software business,
for initial cash consiceration of £23 0m_and
polential additional cansideralion of up o
£17.0m. subject te certain conditions. and the
disposal of our Secure Solutions and Services
1S58) business for cash proceeds of £72.0m.
The sale of both AMT Sybex and SS8
completed inJanuary 2022,

On 28 January 2022, we anncunced the disposal
of the Trustmargue business for £111mon a cash
tree, debt free basis, and the Group expects to
receive net proceeds of ¢.£115m at completion.
Additional cansideration of c.£3m is payable to
Capita contingent on certain fulure events. The
sale is subject (o certain consents. The procesds
from this sale. sukject to successtul completion,
mean we will exceed the target we set of £700m
In total disposal proceeds to be delivered by
Jure 2022

These disposals form part of the Board-approved
disposal programme and the preparation far a
number of further disposals has commenced
where there are opportunities to maximise the
value from exiting non-core businesses. The
Group expects to use the proceeds from this
disposal programme ta repay maturing dsbt. to
make further deficit reduction contributions o
the Group's defined benefit pension scheme
and lo invest in driving growth in the remaining
core businesses. In 2021. we repaid £232.3m
of private placement notes. and made pension
deficit comtributions of £155 5m.

In the second half of 2021, the Group moved to
a new. three division, organisation structure.

I Rzere AR i pages 21210207

creating a plattorm tor revenue growth,
increasing oppaortunities for savings from
shared support services and a leaner Group
overhead, all of which is expected to drive a
ncher cantract margin mix and further etficiency.

Liquidity as at 31 December 2021 was
£392.4m. made up of £345.7m of the undrawn
element of our committed revolving credit
facity (RCF) and £46.7m of unrestricted cash
and cash equivalents net of overdraits. The
axisting RCF expres on 31 August 2022, and
in June we entered inta a new £300m RCF
covering the periog from 31 August 2022 to

31 August 2023. The two RCFs incorporate
pravisions such that the amounts available
under the tacilities wiil be partially reduced
whan proceeds are realised from future
business disposals. For full details refer to the
Capital and financial nsk management section
fater in this review.

The 31 March 2020 tnennial valuation of the
Capita Pension and Life Assurance Scheme
(the Scheme) was concluded dunng the year
and :dentified & defioit far funding purposes of
£182.2m. which is expected to be recovered
through agreed deficit contnbutions of £105m
across 2022-2026 on top of the regular pension
dafict comnbuton of £89m pad In 202t The
vaiuation of the Scheme liabilities for funding
purposes differs to the valuation far accounting
purposes mainly as a result of the different
assumption principles required for funding and
accounting purposes. At 31 December 2021,
the Scheme showed a small surplus for
accounling purposes of £7m on an accounting
basis (2020 deficit £242m), which has baen
reflected in the Group's balance sheet as at

Adjusted revenue’ bridge by key driver

that date. Management estmates that, at

31 December 2021 the net asset of the
Scheme on a funding basis consistent with
the 2020 triennial valuation was approximately
£40m (2020: net liabilty £155rm). The Trustee
of the Scheme has alse agreed amare prudent
secondary funding target which will enable
the Scheme to reduce its reliance on the
covenant of the Group. On this basis. at

31 December 2021, the funding level was
around 91% (or a net liability of £165m) which
is expected to be met by a mixture of the
remaining deficit contributions of £105m and
asset outperformance

Adjusted resuits

Capita reports results en an adjusted basis to
aid understanding of business performance
The Board has adopted a policy of disclosing
separately those items that it considers are
outside the underlying cperating results for

£m
Year ended 31 December 2020 2995.5
One-offs in 2020 {1473
Year ended 31 December 2020 rebased 2,980.8
Contract losses {184.3)
Ongoing confract scope and volume changes {68.6)
Transactional revenue growth® 253
Contract wins 1381
One-otfs n 2021 34.2

= Excludes GWP PP contract madification from transathonal to cortractual

the particular period under review and against
which the Graup’s perfarmance 15 assessed
internally In the directors’ judgement, these
items need to be disclosed separately by
virtue of their nature, size and/or ncidence

for users of the financial statements to obtan
an understanding of the financial information
and the underlying in-period performance of
the business.

In accordance with the above policy. the trading
results of business exits. along with the
non-trading expenses and gain or Ioss on
disposals. have been excluded from adjusted
results. To enahie a like-for-like comparisen of
adjusted results. the 2020 comparatives have
been re-presented to exclude 2021 business
oxits. As at 31 December 2021, the following
businesses met this threshold and were
classified as business exits and theretore
excluded from adjusted results in both 2021



Griat &

and 2020 ESS, AXELOS. Life Insurance and
Pensans Servicing busitess in frefand, AMT
Sybex software: §55: the Speciality insurance
business: and a software business.

Reconctiatons getwaan adjustad and reparted
operayng proht, proht before tax and free cash

flaw are prowded on the following pages and in
the notes 1o the financial statements.

Adjusted revenue

Adjusted revenue' was broadly in line with the
prior year The adjusted revenue' movements
were as follows.

+ ong-off contract related ftems in 2020,
including the releasc of deferred ncome
and write-oft of contract assets arising
from ¢ontract terminations, setilements
and modihcatons. prowsions récogrised
an onerous contracts and contract related
assel impairments,

cantract losses halving vear-on-year
reflecting sustained focus on retention

and service delivery:

+ ongoing contract scope and volume reduction
reflectng pandemic-related work in 2020 and
projects in Experience which did not repeat
n 2021,

unplarntied contractual one-offs in 2021,
including the release of deferrsd income

and termination gains arising from contract
terminations and modificatians, including on
the EMS contract with the Ministry of Justice
1 Public Service and The Ca~-aperanve Rank
contract and a contract with a tefecems client
i Experience,

Ssterin A9Ls o pages 200 222

+ transactional revenua growth mainty driven
by Pubiic Serwice and 1o a fesser extent
Partfaiia and

+ the tienefit of & number of notable cantract
wins, including the commencement of the
Royal Navy training contract and the JETS
contract which commenced in February.
combined with the annualised impact of the
DFRAP contract in Publc Service and smalier
wing within Expetience.

QOrder book

The Group's cansofidated ofder boak was
£6,115m at 31 December 2021 (2020° £5,851m)
as additions from contract wins angd extensions
10 2021 {£2,901m), including the Royal Navy
iraining contract and contract extensions with
two rmajer Eurapean telecoms providers.
exceeded the reduction from revenue
recognised in the year (£2,297mj and contract
terminations, business dispasals and scope
changes (£339m),

Adjusted profit before tax

Adjusted profit pefore tax’ increased in 2021
Tre adjusted probit before tax' bridge oppasite
reflects the follownng items

- o ensure a like-with-Iike starling point. the
2020 one-ofts. which included contract asset
mpairments and contract provisions, are
adjusted for;

+ the margin effect of contract losses. scope and
volurme. ransactional changes and contract
wins were a nef £28.9m negative. with new
wins not yet offsetting the impact of contract
Jozses and scope and volume reductions,

Adjusted profit before tax' bridge by key driver

tm
Year ended 31 December 2020 54
One-offs in 2020 — conlract-related 239
Year ended 31 December 2020 rebased 29.3
Cantracticssas (4.4)
Ongoing contract scope and volume changes {181}
Transactional revenue growth 8.5
Curtiract wins 281
One-offs In 2021 - contract-ralated 122
Cost savings 1233
Other cast movemants (11.7)
Bonus (47.7)
Holiday pay 150
Adjusted aperating profit to adjusted free cash flow®

2021 2020

£m .

Adjusted aperating profit’ 1331 Sif
Add: depreciationiamortisation and impaltment praperty. plant and equipment
ang intangiole assets 156.8 773
Adjusted EBITDA' 2951 228 4
Working caprtal {123.5) 34.3
Otier 13.8 32.5
Adjusted cash generatad from operations' 185.4 285.2
et capital expenditure {51.3) (B8.3)
iiteresiAax paid (58.0) {56.8)




+ unplanned contractual one-offs in 2021,
including the release of deferred income

and write-off of contract assets arising from
contract terminations, settlements and
madificatians, and prowvisions recognised

on onefous contracts. These resulted in net
gans of £7.5min Pubiic Service and T4 7m
in Experience which have not been excluded
from adjusied results because they are
considered to be in the normal course

of business,

the transtormation programme continued

to deliver substantial savings in 2021 with

a £123 3m year-on-year benefit;

other cost movemnents. primarily from goneral
wnflatar, and

+ the year-on-year impact of the reinstatement
of the employee bonus scheme this year with
£31.2m expensed during 2021 including
£17.3m accrued at 31 December 2021
compared with the release of the 2018's
£16 5m accrual in the first half of 2020,
was partialty off-set by a reduction in holiday
pay accrual,

Maowing forward, we expect 10 see the reward
fram the investment in cost transformation over
the past few years. with revenue growth and
operating leverage driving the bottom line. albeit
this is expected to be partially offset in the short
et in 2022 by the impact of costinflahion and
staft attrition as the UK econamy enlers a high
inflation. high employrment period.

Adjusted protit before tax” excludes contract-
related provisions and impairments of £43.1m
in the closed hook Life & Pension business in

! Petric APMg on pages 21910 222

Expetience. These have been excluded from
adjusted results due to ther matenality and are
detalled In the Reported results secton,

Adjusted free cash flow

Adjusted free cash flow’ in the year ended
31 December 2021 was an inflow of £78 1m
{2020 inflow £170 3m}. The decrease
compared with the prior period is driven by
a reduction in adjusted cash generated
from operations'. capitat expenditure and
interest payments.

Adjusted cash generated from operations’
hengiited from the Improvement i adjusted
protit before tax’ explained above. offset by

& matenal warking capital outflow compared
with an inflow 1n 2020. In 2020, the Group's
cash flow benefited from sharter public sectar
payment cycles as part of the Covid-19
response and advanced payments from a smalt
number of major chents at 31 December 2020,
As expected. 2021 has been impacted by the
unwind of these advanced receipls together
with the natural expansion in working capital
as the Group transitions to growth.

Capital investment reduced year on year
following the 2020 completion of a number
of transformation-retated projects

Reported results

Adjusted to reported profit

As noted above. Ic aid understanding of our
underlying performance. adjusted operating
profit! and adjusted profit before tax' exclude a
number of specific items, including sigruficant
restructuring. the amortisation and impairment
of acquired intangibles, including goodwill. and
the impact of business exits.

Adjusted’ to reported profit bridge

Oparatwg prafitfiess)

PrafAloss) batore 1ax

2021 2020 202t 2020
im £m fm Im

Adjusted’ 13491 511 93.5 54
Amortisation and impairment of acquired
intangibles {12.0) (26.4) {12.0) 26 4}
Impaimant Gf goodwit (11.5) - {11.5) -
Litgaton and clams 2.3 0.7) 9.3 10.7)
Net linance costs — — {1.4) {1.5)
Business exit {20.1) &§0.5 399.1 03
Business exit —on-hoid disposal costs - (7.5} - {75)
Contract-related provisions and impairments. {43.1) — 43.1) -
Signiflcant restrucluring {1483} (100.0) (148.3) {109 0)

Impairment of goodwill Transtorm I OGr BRTUD SHnNYS

Following the corporate reorganisation in the
second half of 2021, the Group reviewed the
historical assessment of cash generating

units {CGUSs) and the allocation of goodwill.
Reflecting the way management Naw exercises
oversight and monitars the Group's performance,
the Board concluded that the lowest level at
which goodwill 1Is monitored is al the divisional
level for Public Service and Experience, and at
a sub-divisionat level for Portfolio, and goodwili
has been reallocated to these new CGUSs or
group of CGUs. as appropriate. At 31 December
2021, this resulted in an impairment of goodwill
inthe Travel CGU within the Portfalia divisian
as the travel Industry continues to be impacted
by Cowd-18 which 15 reflected in the projectsd
near-term cash flows as well as the ncrease in
comparabla companies' discount ratas

£123m



Aeferio note 3.4 to the consoiidated financial
statements for further details

Business exits

Business exils inclute the effects of businesses
that have been disposed of or exited during the
period and the results of businesses held-for-
sale at the reparting date Individual businesses
within the Portiolo diwision under the new
corparate structure wil be treated as held-for-
sale where their disposal is seen to be highly
probable and 15 expected o complete within the
following 12 months. At 31 December 2021
business exits comprised

- the ESS busingss whose disposal was
completed on 1 February 2021,

+ the Life Insurance and Pansions Seracang
business in Ireland whose disposal was
compieted on 1 March 2021,

+ the AXELOS joint venture with the UK
Government whose disposal was completed
on 29 July 2021;

- the ANMT Sybex software, 358 and Speciafity
Insurance businesses which were in the
process of being sold and which met the
held-for-sale criteria Accordingly. these
businesses were Ireated as disposal groups
held-for-sale at this date. The disposal of the
AMT Sybex Software and S35 businesses
complelod subsequently in 2022 [refer to nole
6 3 of the consoidated financial statements
for further details),

1 Telere Abbs o ages 27w 202

+ a saftware business in the Portioho dvisien
that the Group has decided to exit; and

- the exit costs, including professional fees,
salary costs and separalion planning costs,
relating to further planned disposals for which
the held-for-sale and business exit criteria
were nof met at 31 December 2021,

I accardanca with our policy. the trading
resuits of these businesses, along with the
non-trading expeénses and gain on disposal,
were classified 45 Dusiness exits and therefore
excluded from adjusted results. To enable

a like-for-like comparison of adjusted resulls.
the 2020 comparatives have been restated

10 exclude the 2021 business exits.

Further businesses are planned for disposal
as part of the Group s simphiication strategy.
However, given the status of the relevant
disposal processes. the businesses did not
maet the criteria to be classthed as assels
held for safe at 31 December 2021 and,
accordingly, their trading results are included
withun adjusted results. This inchides the
Trustmargue business whose disposal was
announced on 28 January 2022 (refer to note
6 3 of the consolidated financial statements
for turther details).

Significant restructuring

In 2018, the Board launched a multi-year
tfransformation programme to suppart the
abjectives of simplitying and strengthening
Capita. The programime was exlended

to property rationalisation, procurement
centralisation. ransformation of support
functions including investment in growth, and
operational excellence initiatives. including

nvestment in automation. These activities were
desigred to improve the cost competitveness
of the Graup ard secure Caprta s positrart in the
markets it serves ang strengthen governance
and control.

The transtormation programme included
planned impravements to the Group's financial
reportng systems, New financial systems were
due to go Fve in the second half of 2018 ang.
while progress was made, a decision was taken
to defer the go-live hecause more work was
required on the core processes and procedures
hefore the sysiem could be effectively
implemented. Sevetal interim activities were
progressed during both 2020 and 2021 and the
technical asset including the (T infrastructure,
soltware and codebase were presetved.

The new system was deemed necessary to
provide effective functianality across the then
six reporting divisions. supported by the central
functions and covering a mullifaceted Jegal
entity structure. In addition, the decision o
nvest in new financial reporting systems was
precicated) on e fact that the Group's exshing
ERP platform woukd riot be supported by the
retevant supplier beyond 2025

Buring 2021, the Group stmpirfiad 1ts drasional
and managament prganisation sirliciure with
ongoing programmes ta streamiine the legal
enlity structure of the Group As a resuit, the
Board concluged in lale 2021 that sontinued
investment in a new system was not eritical

10 suppart the finance transfarmation This
camaided with confirmaton from the suppher
that the Group's existing ERP platform will be
supported until at least 2030,

These developments allowed management to
reconsider the technical imperative to move to
a new ERF platfarm and to assess the extant
to which the Group would be better served oy
continuing 1o use its existing platform. It has
become clear that it is feasible to use the
existing platiorm and. in daing so, avoid the
aisruption, additonal cost and risk of a
transiton to a new platfarm, The smplfied
operating model makes possible a conlinuation
of the systems already available with more
fimited investment i achieve the required
functionalities that will deliver the prime
objectives of standardisation. automation ana
improved qualty of informafion

Therefore, the Board approved a revised
approach at the end of 2021 1o focus on
aptimising the exstng financial reparting
systems and not migrate to an entirely new
finance System. As suich. an imparment of
£53.5m was recognised at 31 Decermber 2021
repfesenting the book value of the efements of
the new finance system which arg no longer
expecied o be utilised.

The Group has continued tc invest in shared
service centres and offshoring. and in making
improvements 10 1he Group's existng reporing
systems. processes, and controls. Further
enNancements are planned for 2022. that wil
1ake into consideration the Government's
proposed audit and governance reform,
including the peteniial adoption of a UK-
Sarpanes-Oxloy regime

The costs of the kransformation programme,
ncluding redundancy costs, are excluded fram
adjusted operating profit’ as aigndicant
restructunng. 2021 15 the fhinal year of major
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investments in the transformation programme
where the costs are excluded from adjusted
results. From 1 January 2022, any residuai
restructuring costs will be included within
adjusted results.

Contract-related provisions and
impairments

The new corporate structure has simplified
intemnal reporting, which has highlighted those
businesses that represent a drag on the
Group's cash resources. This includes the Life
& Pensions business that provides cutsourced
administration services for the assaciated
closed pension books which we maintain on
behalf a small number of clients.

The Graup has highlighted in prior reporting the
structural challenges assoctated with the closed
hook Life & Pensions contracts. Thesa provided
for upfront cash inflows to suppart initial
transformation activities with a much lower level
of cash inflaws once the transformaton phase
was campieted Under the Group's long-term
contract accounting policy (see note 21 of the
consolidatad financial statements), the cash
tlow profiie of these contracts has rasulted in
deterral of profit into future years which is not
backed by net cash flows {because the relevant
cash receipls arose in the early years of
contract execution) Additionally. some of the
contracls contain evergreen clauses allowing
the customers to exdend the contracts
indetintely until the run-off of the undetlying
pensions books is complete

The Life & Pensions business has remaned in
structural decline as some customers. with

1 Fater i A3 01 pages 2190222

legacy IT systems. have switched to suppliers
who can provide a single digital platform for all
their books. The Group has sought 1o drive
effictencies to mitgate this fall off in volumes,
white supporting customers who have selected
new cutsource providers or taken the activities
back mn-house.

The closed books and contractual dynamics
have led to onerous conditions to service these
contracts. The Board has been required to
assess the likely length of the remaining
contracts, given the pattemn and experience of
contract terminations while also recognising the
evergreen clauses. Accordingly. management
has in prior years provided for the cnerous
contract conditions based on the best estimate
of the remaining contract terms. The contingent
liabllity note has highlighted that should the
contracts end earlier or extend for longer this
may result in a material reduction or increase in
the provision recorded.

During 2021, the Group has continued to
support a major customer on the transfer of
services 1o another supplier. This is taking
significantly fonger than intaly expected
Management has reassessed the lifetime
estimate 1o include not only the cnerous
contract terms but also the period and likely
costs to support the final handover of services.
This assessment has extended across ali
contracts that contain evergreen clauses,
inciuding those where there are ongoing
discussions regarding either termination or
transfer of services. This reassessment.
reflecting the development in the latter half of
2021, provides cover for contracts to extend out
to 2028, This has resulted in an increase to the

Adjusted to reported free cash tlow

contract provision and impairment of contract
assels ofalling £43.1m which has been
reported as an adjusting item (see note 2.4 o
the consolidated financial staternents) In prior
years the financial impacts of such contract
judgements have not been shown as adjusting
itemns because they were considered 1o be
normal course of business. not material in the
context of the Group's results and not
associated with the transformation plan.
However, due ta the quantum of the charge
ariging from the 2021 reassessment. the Board
consider it appropriate to separately disclose
this as an adjusted item to highlight the impact
on the results in the pericd.

Further detall of the specific tems charged in
arriving at reparted operating profit for 2021 is
provided in note 2.4 to the consoldated
financial statements

201 2020

em £m

Adjusted’ 781 170.3
Penslan deficit contrbutions {155.5) (29.5)
Significant restructuring (68.6) {B4.1)
Litigation and claims {18.5) -
Business exits 41.2 102.2
Business extts — an hold disposal costs - {7.5)
Non-recourse trade receivables financing {37 13.8
VAT deferral {104.1) 118.8

Adjusted to reporied free cash flow
Reported free cash flow was lower than
adusted free cash flow”, principally refiecting
pension defict contnbutions (which the
directors consider to be debt-like in nature) and
the cash costs of the significant restructunng
programme, partially offset by cash inflows an
business exils.

In agdion. in both 2021 and 2026, the benehit
from the Covid-19-related Gavernment VAT
deferral measures and utilisation of a non-
recourse trade receivables financing facilty
were also excluded from adjusted free cash
flow' The VAT deferral banefit has largely
reversed during 2021. The non-recourse trade
receivables financing facilty was put in place in
the early stage of the Covid-19 pandernic to
mitigate the risk of customer receipts slippage.



Cash flow headwinds

As previously reported, in 2021 the Group was
impacted by material cash outflows ansing
from reversal of the VAT deferral noted above,
pension deticit contributions and significant
regtructunng. The actual cash gutfiows n
2021 together wnh forecast autflows for 2022
in respect of these items is set out in the

table opposite

Qe of the largest autfipws N 2021 was the
repayment of deterred VAT under the
Government's Cavid-18 supgort measures

There have been substantial catch-up pension
defict carmbutions in the yaar Follawing
agreement reached in Juhe with the pension
Trustees in respect of the 2020 triennial
walualion. we expect o make a further regular
deficit contribution of around £30m in 2022,

Mowving inte 2022, restructunng costs are
expected 1o te materially lower and it is not
planned that these costs will be excluded from
adjusted results beyond the current financial year.

The matenal reduction In the cash outflows
in 2022 arising from these tems. is one of
the key factors underpinning the expected
Iranstion 14 sustamabie free cash flow” fram
thal year onwards
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{mpact on net debt

Net debt at 31 Decernber 2021 was £879 8m
(31 December 2020: £1.0771mj. The reduction
i net gebt largely reflects the praceeds from
the ESS and AXELOS disposals.

Over the medium term, lollowing the camptetion
aof gur Portfolio divestment programme, we will
be targeung a pre-iFRS 18 neadhne leverage
rato for Capita of around 1.0 times headiine net
dabt to adjusted EBITDA"

The calculations of the net debt to adjusted
EBITDA! and interest cover ratios for covenant
PUrpGses m respect o the Group's US private
placament loan nates and other financing
arrangements are set aut inthe APM appendsx
1@ the consoldated financial statements

At 31 December 2021, the US private
placement loan noles net debt to adjusted
EBITDA’ covenant ratio was 15 limes

(31 December 2020: 1.8 imes) and was

2.0 tunes for alt sther finanaing agreaments
(31 Decernber 2020 2.5 fimes) compared with
maximum permitted levels ot 3.0 times and
3.5 times respectively

At 31 December 2021, the interest cover”
covenant ratio was 9.2 times for the US private
placement loan notes and 9.6 times for other
finanaing arrangements (31 December 2020

8 5 limas and 7.8 times respectively} compared
with minimum pertnitted levels of 4.0 imes for
all gebt instruments

The Group was compliant with all debt
covenants at 31 December 2021

Lo i tne i of dspesalz

Cash fiow headwinds
Actual Forecast
2021 2022
£m tm
VAT geferral 1a4.1 160
Pension defict camtributivns 135.5 304
Bal he-ling rastructing —

Net debt
2021 2000
£m im
Opening net debt (1.077.1)  (1.356.7)
Cash movemeant in net debt 208.5 3444
Non-¢ash movemients {11.3) {B4.5)
Closing net debt {879.8) (1.0771)
Aemove closing IFRS 18 impact 448.4 5081
Headline net debt (pre-IFRS (6} {431.4) (569 0}
Gash and cash equivalents net of overdratts 1.5 1411

Debt net of swaps. (532.9) 1710 1)

Liquidity
202t 2026
£m £m
RCE 385.7 452.0
Backstop liguidity faciities - 150.0
Less; drawing on facifiles (40.0) —
Undrawn canntitted facilities 345.7 6562.0
Net cash. cash equivalents net of ovargralts .5 41,1
Less: restricted cash' {54.8) [34.5)



Capital and financial risk management
Liquidity rermains & key area of locus for the
Group. Financial instruments used to fund
operations and to manage liquidity comprise
US private placement lcan notes, Euro
fixed-rate bearer notes, a Schuldschein foan,
RCFs. leases and averdrafts

The Greup's RCF provides fiexible fiawdity
available to fund operations and £40m was
drawn under this facility at 31 Decernber 2021
{2020 undrawn).

The Group's RCF expires on 31 August 2022
and in June 2021 the Group entered into a

new RCF for £300rm covening the penod irom
31 August 2022 to 31 August 2023 The two
RCFs incorporate provisions such that they wall
partially reduce in quantum as a consequence
of specified ransactions and subsequentto
the year end, the first RCF reduced to £377.5m
following the receipt of disposal proceeds.
Further dctails of these facilities can be found in
section 4 to the consolidated financial statements,

The Group secured a commitled backstop
liquidity facility in February 2020. This reduced
to £83.5m on 30 June 2020 with the disposal of
the Eclipse business It was then supplemented
by a second hackstop liquidity facility, bringing
the combined value of the two facilities back to
£150.0m. Both backstoo liquidity facilities
terminated on 1 February 2021 with the receipt of
praceeds from the dispasal of the ESS business.

P Seler AP on pages 2" 10 222

As part of the Group s mitiganon of the impact
of Covid-18, In June 2020 a non-recourse
invoice discaunting facility was executed.

The value of Invoices sold under the facility at
31 December 2021 was £3.8m (31 Dacember
2020.£13 6m).

Al 31 December 2021. the Group had £101.5m
of cash and cash equivalents net of overdralts,
and £512.8m of private placement loan notes.
fixed-rate bearer notes, and Schuldschain loan
These debt instruments mature over the period
to 2027. with repayment of £2177m and £66 3m.
in 2022 and 2023 respectively. The 2022 and
2023 maturities are expected to be funded
througn the Group's existing facilites, cash
and cash equivalents and from the procecds
of the Grotn's ongoing partfolio divestment
programime without the need to obtain new
financing. As such, a measured approach will
be taken to any potential refinancing with time
taken to implement a longer-term debt solution
at the appropriate mement

I March 2022, the Group executed with one
of its relationship banks a commitled trackstop
bridge facility. The facility provides £70m of
additional liquidity and it incorporates provisions
such that it will be cancelled or will partially
reduce in quantum as a cansequence of
specified transactions, ncluding on the
completion of the announced disposal of
Trustmarque The committed facility has an
expiry date of 31 August 2023 with an option
by the lender. for a further one-year extension.
The facility is subject to covenants. which are
the same as the RCF.

Going concern assumption

The Board closely monitors the Group's
funding position thraughout the year, including
compliance with covenants and available
facihties to ensure it has sufficient headroom
to fund gperations In addition. to support the
going concern assumption the Board conduicts
a robust assessment of the projections.
considering also the committed facilities
available to the Group.

in carrying out the going concern assessment.
the Board has recognised that, in a severe but
plausible downside scenario, the mitigants to
the possibihty of insutticient lquidity In the
going concern assessment perfod will require
third party agreements and approvals which
represent events that are cutside the direct
control of the Company Accordingly. there
are material uncertainties applicable o going
concarn assessmeants, as defined in auditing
and accounting standards. related to events or

conditions that may cast significant doubt on the

Group's ability to continue as a going concern.

MNevertheless, reflecting the Board s confidence

In the benefits expacted from completion of the
transformation programme and execution of
the approved disposal pregramme coupled
with the poteritial to obtair further hinanaing
beyond its existing committed funding facilities
the Graup and Farent Company continue to
adopt the going cencern basis in preparing
thase consaiidated financial statements as
setoutin section 1 to the consolidated
financial statements,

Yeoar-and bglidity
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Viability assassment

The Board's assessmant of viabilty over the
Group's three-year business planning time
horizon is summarised in the viability statement
on page 62,

Pensions

The 31 March 2020 mennial valuauon of the
Scherme was contiuded during the year and
identified a defici for funding purposes of
£182 2m which is expected to be recovered
through dehicit recavery contmbutions of £30m
in each of the years ending 31 Detember 2022
and 2023, in addition to the cantributions
totalling £59m already paid by the Group at

31 December 2021. As part of the tnennial
valuation. the Group aiso agreed 1o pay an
additional £15m a year between 2024 and
2026 in order to enable the Scheme 10 target
a lower-risk investment strateqy faciitating
lower reliance on the covenant provided by
the Group

In addition to the above, £35.7m af deficit
contnbulions in respect of the previous funding
agreement. pius a special contribution of
£50,1m 10 buy back the intellectual progperty
rights as part of the ESS disposal wete paid
10 the Scheme in 2021. At 31 December 2021.
£5.0mwas held in escrow and will be released
to tne Scheme in 2022,

The total net detined banefit penyion pasitan
for accounting purposes moved from a net
liakiikty at the start of the year (liabdity. £252.1m
to a small net asset by 31 December 2021
(asset £5.8m). The main reasens for this
movement were the £150.5m of geficit funding
contributions paid into Scheme. along with

favourable market conditions (particularly the
material ingrease in the yields available on
good quality, long-term corparate bonds offset
0 some degree by an increase in fulure
inflatanary expectations) thal are used ‘o derive
the assumptions, and higher than expecled
asset returns. This was aiso partly offset by
expenence aver the year (with actual nflation
being higher than expected).

The valuation of the Schems fiabilities for
funding purpeses (the actuarial valuation)
differs trom the valuation for accounting
purposes {which are shown i these financial
stalements) mainly due to different assumption
principles being used based on the differant
regufatory requirements of the vafuations.
hanagement estimate that at 31 December
2021 the nat assel of the Scheme on a funding
basis (ie the funding assumption principtes
adopted for the full actuarial valuation at

31 March 2020 updatad tor market condmons at
31 December 2021} was approximately £40m
(31 Decernber 2020 net liability £155m).

The Trustee of the Scheme has also agreed

a secondary more prudent funding targst 1o
enahle it to reduce the rellance the Scheme
has on the covenant of the Group. On this
basis. at 31 December 2021, the funding level
was around 91%s (or a net liabiflity of £165m)
The deficit of £165m. 1s expected to be met by
a mixture of the remaining defict cantnbutions
of £105m and assct outperformance The
Trustes of the Scheme has agreed with the
Company to accelerate the payment of some
of the deficit contributions on a £ for £ basisin
the event of disposal proceeds being used to
fund mandatory prepayments of debt

: Amaak leport 2621 ;.

Cansolidated balance sheet

Al 31 December 2021 the consolidated net
assets were £296 5m (2020 net Labilities
£81.1mj,

The mavement fram net liabilities to net assets
is predominantly driven by the axpiry of the put
option to acquire the non-controlling interest in
AXELDS, the Graup's jain venturs with the UK
Government, and the gains realised on the

disposal ot both ESS and AXELOS in the year.

Parent Company balance sheet

The company’s market capitaiisation was
significantly less than the net assets of the
Farent Company &t 3t Gecember 2021 and the
directars gave consideration as to why this
might be the case and whether assets on the
Parent Campany balance sheet may be
impalred. The faclors conslgered included. the
diifering basis of valuations (pointin time nature
af the markel capialisation and that third parties
value the services sector on income statement
muliiples versus lang-lerm view using a
discounted cash flow for the basis of
impairmant testing under accounting
standards). sum-ai-the parts view and the
multiples achieved on recent disposals. and
that the sector may be trading at or below book
value with the market making & general
assassment of the secior and all companies
within the sector which can ignore the liquidity
prafile and speciia risiks af an entity.
Management's estimate of the value 1n use of
the Group used in the testing of goodwill and
intangibles for impairment at 31 December
2021 gave a value for the Group that exceeded
the market capitalisation at that date, and
supported the Parent Company nes assets.

An impairment test was performed at

31 December 2021 in respect of the Parent
Sampany's iInvestments In subsichanes and
amcurnits owad by subsidiary undertakings.
No material imparments were identfied n
respect of the Parent Company's investments
in stibsicfaries, and an impairtment of £48 6m
was recognised in respect of amounts owed
by subsidiaries,



Putting our
people first

Like s0 many ather businesses, we have continued
to be challenged by the effects of Covid-19, while
making sure that the haalth, safety and wellbeing
of our colleagues is our number ane priority

Workiorce

52,000

It was a challenging year for Capita and its
peaple for many different reasons. We started —
and ended - 2021 in a pandemig, whiie as a
business, after continuing to ermbed our hybrid
ways of working, we maved from six divisions
to three

This was part of aur ongoing strategy to simplify
and strengthen. We have restryctured the
divisions to make us more cliart-cantric,
focused on growth, while contnuing to keep our
cost base under review. These changes mean
wé are now a smpler and stronger
arganisation. operating mare etfectively.

DCunng the year, our People function supported
the move to three divisions, while updating the
systems and pracesses in the function itsalf,

coninued to daliver an many of the priorities In

ouir 'HR 2020 strategy, and worked o provide
the right support and gudance to our
caligagues across the organisation,

But such challenges and changes also mean
i has never been more Important that we
continue to listen 1o what our colleagues are
thinking and feeling

We carry out aninterna survay every year

1o help us understand how engaged our
colleagues are with Capita and 1ts plans, how
they are feeling, and what they think about
working for the businass.

The people survey results showed teams and
managers are doing a great job. Trust levels are
high within teams, there are regular discussions
about performance, and colleagues feel that
their managers care aboul their wellbeing

and heip them succeed to their full potential,
Qverall, our people rate their managers at

an average of 87% across all our manager
cammitments, which form a key part of our
values and behaviours.

The results demonstrate the success of our
comrmitmeant 10 Aur new ways of working and

our virtual first approach, with 90° of
colleagues agreeing that their manager 1$
supportive af flexible or hybnd working.

The resuits also show we are making great
prograss in building a more diverse and
inclusive workplace, with 812 of respondents
reporting 'l can e myself at work'. 88% saying
that their manager has taken, ar would take,
action against any form of discrnminatien, and
87°0 canfirming they teel safe at work. These
results refiect the hard work delivered across
the arganisation ta Imprave diversity and
INCIUSIAN and to make It a mare hanest, open
and sate place ta work

However, despite many positive results in the
survey, we have seen a decling in aur overall
engagament figures with a 22-point negative
swing in our employea net pramotar score.
There are also addbonal areas where it1s clear,
according to the feedback. we are falling short.

As a result, we have introduced a new
emplayee Istening todl with a renewed tocus on
actian plans, engaged with leadership teams
across the business 1o further consult and listen
o our colleagues. and agread a range of naxt
steps to address key areas of concern
throughout 2022,

HR operations

We aiso face a different set of challenges, amid
trie most competitive recruriment market N a
generation. We are focusing on resaurcing —
hows we can recruit and retain the best talent —
write refming our empioyes value proposition
(EVP), and standing out among the crowd has
never been more important

Focusing on the health.
safety and welibeing of

all Capita employees has
remained our number cne
strategic priority during
the pandemic.




Dur people

We will continue to define.
scommunicate and execute
Capita's parformanas and
development strategy to
maximise our empioyeas
potential through skills
development and
progression.

As retention 1s the key element of ouy
recruiment challenges, we cannnue to wark an
the performance and developmant of our
colleagues, growing the Capita Academy ang
adding new learring medules. Socially
responsible resaurcing also remans a pnority
and you can read mare about aur Kickstarter
programme on page 37

Our waorkforce has reduced by around 3 200
colleagues over the past year, predominantly
due ta the sale of busnedses, redundancies
because of the pandemic and changes as part
of our ransformation, and a cautious approach
1o recrwtment Cur valuntary turnover was 30°.
(2020 20°),

Caontinuing to focus on the health,
safety and welibeing of all colleagues

Facusing on the Realth, safety and welibeing af
all Capita employees has remamed our nurmber
one prianty during the pandemic As part of our
transtormation, for the fisst bme all heanh-
related functions have came togather into one
group — Team Health — under the leadership of
the Group Senior Medical Officer These health
functions are wellbeing, health safety and the
erviranment (HSEj; safeguarding, clinical
governance, and occupational heatth.

Team Haalth provides guiance and standards
10 support the divislons and business unis, It
aiso works increasingly closely with our eam of
more than 1.000 cimcians ta harness skills,
knowledqe and expertise — (o drive our
approach to canng for colleagues and deliver
hest prachce to our elients.

1 2021, we alse conducted a review of the
aceupgtional health pravrsion for ail aur UK
colleagues, resulting in the appoiniment of a
new pecUpational heaith provider, Health
Pariners. Thay wil work clogely with Us to
deliver occupatenal health and wellbaing
programmes that ahgn directly with our Group
health strategies. Alongside this, we continge to
pravide occupational health support in all our
glabat iocations thrqugh targeted approaches,
such as insurance plans and employse
asststance programmes.

in our H3E, safeguarding and welloeing
functians, we undertook a formal external fegal
revigw of our requiremeants We feleasad new
poiicy documernts i most funcians, along with
new GGroup standards, setting out in detail the
reguiremeans for training and processes for alt
calleagues at every level of the business We
continue tg engage closely with dvisional and
business unitleads to ensure that we comply
with these standards and meet our legislatve
requirements \We develgped wellbeing
irtiatives ta suppart all our glooal cateaques,
ncluding targeted programmes of avents for
World Mental Health Day and World
Menopause Day.

We continued our work to Drotect all colleagues
i our global ocanons Qur mulbdisciplinary
approach fa our pandemic response was led
by a memper af the Group executive team, and
rvalved Team Health and colleagues tram

aqur cammercral leaderstup HR, pragerty and
facilities, and resthence teams I 1s delivered by
our colieagues in the franthine business units,

Querall, we have taken a proactve approach to
protacting calieagues and our clierits, carefully
balanaing the needs of colleague safety with
service delwery and commeroal growth, but
always making sure our people's wellbelng
remains our number one prionty Capita
guidance 1s informed by government guidefines
n all countrizs in which we aperate. We received
postive feedback abaut our work n this area
fram coligagues, partnars ard customers

Qur plans for 2022 include continuing %
develop and embed new policies and standards
within the drasions and busingss units, drving
assurance programmes around these
requirements, growing the wellbeing and

heaith components of our new aceupatonal
health services, and ncreasing the digital
transformation of the tools we use to care for

all employess

Performance and development

We will continue 1o defing. cammunicate and
axacute Capita’'s perfarmance and develapment
strategy b0 maximise dur employess’ potenta
through skills develogment and progression,
This will be underpinned by our career pathway
framework. which we commenced mapping
during 2021 We prowde a global academy
approach to learning that gives ingividuals
access to development, delivers the blsINess
effect required and enables growth in
mdviduals and the business



Qur people
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We have seen good levels of engagement with the learning resources over the past year, eg.
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Capita Academy

For the Academy, Capita's learming nsitute,
2021 was a year of engaging with colleagues
and fighlighting our resources across Capia.
“We continued to build a sokid resource bank
within the Acadermy, which provides colleagues
with a sute of accessible iearning and supports
their angaing development. We intraduced
Lean (organisabonal excellence courses based
onthe Lean Six Sigma prinaiples) progect
managerment to the Academy suite of toals. We
cantinued to Invest In our manager population

hy offering a coaching prograrmme in
partnership with Better Up that provided
valuable support far 100 key colleagues.

WWe supparted mary wellbeing initiatives,
offering digetal modules including anes on sogial
distancing and working remotely In additon
speciahist speakers provided practcal tools and
techniques for personal welloeing. We invested
inour content development ncluding a focus
an anti-racism, hcence 1o hire, glabal induction
rebuild and personal profiling workshaps

e also shared our approach to wellbeing

and other matenals with clients and famibes,
supparting our wider commurtity

Looking forward. we will continue to focus on
organising our resources and providing easy
access for all colleagues so they can self-serve
and self-develap. We will continue to bustd our
learring suite and pravide clear alignment to
our career pathway framework, supportmg
attraction diversity and mclusion,

competency development, and retention

of aur talent giobally.

Professional development

We offer 68 different professional aevelapment
programimes across the UK and 750 colleagues
enrolled on ane of our levy-funded programmas
In 2021, taking our on-programme learmers up
ta 1,400, *Ae are proud of our success 1o date,
which includes
+ Being nominated tor Apprenticeship
Programme of the Year at the
Learning Awards.
+ £7.5m of aur apprenticeship levy spent since
the Academy started.

+ Line management upskiling using
Advance and Accelerate programmes
for 710 managers

+ Capita in india was recognised as a Great
Flace to Work = with all 15 people practices
ingradually certified.

Investment in apprenticeships at all levels has
continued fo grow and 15 providing ongoing
opportunities to buld the skills required for our
ongoing husiness succass and for sering our
clents successfully n support of grawth

Youth employability

We recagrise that young peaple have been
dispraportionately affected by the pandernic,
and that thase who are most disadvartaged
remain furthest fram the workforce, despite the
recant bounceback in the jobs market. Those
wha are most affected in¢lude peapie who
are Black, from minonty ethric hackgrounds.
disabted, from disadvartaged SCCQeconamic
backgraunds and those with canng
responsibilries, We have not onty increased
the number of opportunities available 10 young
people, but also actively sought to attragt.
engage and employ young people from

these groups

Gapita was ane of the first organisations to sign
up to the UK Gavernment's Kickstant Scheme.
From the start of 2021 to date, we have offered
56 Kickstart placements, with the majorty
being delivered wirtually 60°. ot our
Kickstarters have secured a permanent rle

n Capita after the programme,



Qur people

We also aim to increase the number of drect
entry apprenteeshing available over the next
few years

Developing colleagues’ potential

Wa contnue ta strengthent our appraach i
perionnarice development, ensuning managers
can have meaningful and effective
development, career and welibeng discussions
with colleagues to build therr skills for the future.

in 2021, we aligned our performance process
across most of the Group, For rmid-yaar
reviews, we launched our behawvioural
compatencies, ahigned with an online capability
asgsessiment ool halping mdiiduals assess and
acknawletige areas where they can improve
therr skills and develop thewr capability

Supporting future leaders

Qur Executive MBA programme naw has
around €0 entrants it 1s funded from the
apprenticeship lavy and helps nigh-potennal
colleaques to develop ther ieadership skils and
progress at Capita

We also launched and developed a mutyal
mentarig programme wiich has been rolled
qut to mare tran 270 colleagues The
programme has helped 10 educate and raise
the awarenass of aur [eaders about the
challenges facing many colleagues, and
supports a more inclusive workplace,

Toimprove diversity at senior levels, we
continua to support figh-potential wormen and
indnaduals from under-reprasentad groups
thraugh crass-campany memaonng
oppartunibes. In 2021, 80 colleagues were
enrolled In these programmes. \We are
delighted to have won the Mavirg Ahead
Mentee of the year award 2021,

Reward

While we focused aur pay reviews on the lowest
paid employees in 2021, as a real lving wage
emplayer, we alsa worked to redesign aur
incentve plans 1o IMprove coNSIStency across
the businesses.

Foliowing cancellanon of the bonus in 2020, oyr
ranagement honus plan for 2021 was spiit
aver the twa hall years (for Exacutive
Committee and below) with boih halves
achiaving payouts for plan partcpants

\We introduced three new piatforms to make hfe
aasier - Benetex for benafits, Level far salary
advances and savings, and Harthni for
pensions — as well as launching several
financial welibeing products as part of aur
Genefits package

We alse cancluded a major remuneratian poicy
review following extensive consultation with
INVESEars and our new remuneration palicy was
approved at the 2021 AGM, see page 98 of the:
directors remunerahion report tor mare detais

The need to stand cut among
the crowd with a compelling
EVP has naver been more
important - particularly
across digital platforms,

‘ _
|
|

Resourcing

The effect of the pandemic on employment has
been more profound and long-lasting than the
nitial effects expenenced n 2020, suich asjob
ratentian schemes (furlough) and 15sues of
unemploytment

The impact of Gownd-19 has drven, witat ook o
be permanent changes in peaple’s perspective
on employment and therr work-lte balance,
significantly affecting the way employers need
o position themsalves in the external market
This has been cormmpounded by skills shartages
In many sectars of the econamy The need to
stand aut armong the crawg with & compeiing
EVP has nevar baen more important ~
particularly across digital plattorms.

Hinng demand across Capda in 2021 exceeded
pre-pandermic leveis and continued ta follaw ihe
frends seen in the external markat drven by
e ‘great resignaton phenomenan. In the UK,
around 11,700 people stanted theyr careers with
Capra {50°s of all our hinng) and acrpss 2)) owr
aperatng geographtes, the tatal number of
hires was more than 18,400, with South Afrca

and India accounting for 17°. and 1% of all
tures respechvely. Pleasingly. the work that
started 1n 2319 {0 move away 7om a
dependency on employmant agency supply, to
anew diect delivery hirng madel pawered by
our own shared services team in Mumbai
continded to deliver genuine value 1o the
business. The requirement to use third-pany
recriutment agencies reduced for a second
consecutive yaar from 13°. (2020i to §% (2021}
with a corresponding Increase i direct dehwery
nsing fram ¥7.5% (2020) to 8%, (2021}
Notahly rofes placed with agencizs also
cormnue 10 oe drecly sourced by the internal
team and, hy taking this action, more than £im
in agency fees was saved Thistrend s
congistent with the gverall market but itts one to
watch In 2022 &s thus will affect our ability to
retain top talent

Systems and transformation

In 2021 we supported the transforrmation of the
fusness, ahlgning and updating HR systers o
represent 1he new siruiciure beng put n place.

We moved al employee beneits to 8 new
benefits platform, expanding the benefits
offenng and providing a better usar expenience
for employaes lollowing the dispasal of our
emplayee benefits business, As a result of that
disposal, Capta Atlas pensions platform also
went ve 1 Septamber 202t recening positive
feadback from employees acress Capta.

e launched an HR chatbot, Herbot, at the
peqinmng of 2021 which helns with common
transactions and quenes from employeés
Given the success experenced wih Hersbot
ergagement. we plan to make i avalable via
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Microsoft Teams and expand the types of
queres being handled and allow for further
automataon with Workday.

Our People Hub cortinues to provide suppart
across HR, with the response rate increased to
99.11%. of calls to the hub being answered
within 15 seconds. The team have also been
wital in admirustenng and implementing the
UK's Coronavirus Job Retention Scheme for
any affected Capita colleagues, and addtionally
supporting the redeployment process.

Property portfolie

We continued to transtorm and simplify our
property footprnt wath further consclidatian
dunng 2021 with 55 locations closed globally
Our move 10 hybnd ways of working has been
ralled out successfully, aided by the introduction
of our desk booking app which allows aur
colleagues to book desks at 18 key "hub and
spoke’ office locatons around the UK. This is
also beng rolled out in our giobal porttolic

We continue to loak o investin our locations as
we create more flexible and better equinped
space. providing our colleagues with improved
technology to complemeant aur ways of working.
This allows us ta come together both face-to-
face and virtually, to collaborate and to maet with
chents and stakenolders. To support this we
have recycled more than 5,000 tems of furniture
Internally from the sies we have closed

While our office spaces are still being used

tor direct delivery work and for colleagues 1o
hereht from collaborative working, we are
focused on making sure they will be used
carefully to ensure pecple only trave! when they
need to This forms part of Capita’s ambitious
set of pians to reduce corporate travel
£MISSIoNs by 75°. by the end of the decade —
and be net zero across all parts of the business
by 2035

As part of cur responsihle businass
commitment we have also donated more than
2,300 tems of furriture 10 more than 30 schoals.
Additonally, a number ot office chairs and filing
cabinets have been donaied ta the NHS.




Engaging
with our
. stakeholders

Create better |

@ outcomes ES;I

Saction 172 statement

The lchowing disclosures describe how the directors have had
regard 1o the matters set out in section 172(1a) to () and larms
the directors’ statenent required ynder section 414CZA of the

Campanies Act 2006.

Why they are important
They delver our business strategy, they supportthe organsation to Bkl a
values-based culture, and they deliver our products and senaces ensunng
clent satisfaction,

What matters to them

Flexibke warking, leaming and development pporturities leading 1o
caraer progression, fair pay and benefits as a reward for performarce and
two-way commumcation and iéedback

Hew wo engaged

+ Peaple surveys

+ Reguiar al-emplayes commumeatiors

. diregtar In Board ng.

* Employee fotus groups and netwark groups
~ Worklarce engagement on remuneration:

Toplcs of engagement

- Prowecuon of employees dunng Cowig-1%

« HH pobees dunng Cowd-18

« Fuiure ways ot workang as a result ot Govd-19
- Great ng an rcfusiva warkplace

Outcomes and actions

Issue of Capita-spectic Covd-19 guidance and requiar updates néiy and

temporaty HF polities, inGreased Provision and sUppart faof emaloyee

wellbeing and Nexble worang: and smpl.fication of pradesty partfolio and

oftice space

Risks to stakehoider refationship

- Our ability o recrun die 1o the glonal ecanamic paunceback

= Qur bty to retain peapie, impacting the quality of Serece we can mrovda

- Cur abaity ko £nange our cule ang pract ¢es 1n kne with our reSponsible
busiiass adenda

Key metrics
Employée NFS and pecpie survey carpletion evel

Further detalls

Our prople Secton on pages 3510 3%
Regpansibia busiiess Sechin o pages 4210 49
Directoss’ Jemuneraion repart pages 96 fa 118

‘Why they are important
They &-e reCipients of Capita s services, and Capita’s replUtaion Geperds on
delighting them.

What matters ta them

High-guakty service delivery, delvery of transformation projects within agreed
HMETAMEs, rapid raspanse ta suppart pandemic planeing, and respansible
angd sustanable Business Credertials

How we engaged

+ Chert meelingls and suneys

- Pegular megungs wih government and annual review with Catimet Oftce

» Created & saror chant garingr programme ghang an expenenced, single
POIRt Of CONtact for key Clents and custamars

Toples of engagement,

- Bamote warking 0N GIeNt $eMices s a resuk af Cova-19
+ Current servioe delivery

« Pogsible hure services

+ Co-creation ot ghent value propost.ons

Qutcomes and actions
Feedback provided 10 business units 10 ddreds any wsues raised, chen vaile
e DOring Onisiang with hon deas, and senior chest

pariner programme undertaking cliant-facused growth SpArMs ta buid
urderstanding &f chenl is5ues and Weas to help address therms
Risks to staksholder relationship

+ Lass of business by not nrowding the serces they wan

+ Darage 10 reputation by not deinanng 1o el tequiremedts

Key matrics

Customsr NPS, spechc leedbaci on chert engagements

Further details

Chigf Exgeutne Othter's review an page 12

Chient selahons sacion on page 48



Why they are important
They share our values and help us delivar aur purpase; maintain high
standards in gur supply ¢haimn, and achieve social, econamic and
emaronmental benetits aligned to the Sociat Value Act

What matters to them

Payments made wihin agreed payment terms, clear and fair procurement
process; bukding lasting commercial relabionships, ana working nalusivehy with
2l types ot business

How we engaged

« Supplier mesbings trougMouL SOUNCE 10 BrOCUNE Process
- Regular reviews with suppliers

+ Suppler questionnaires and nsk assessments

Toplcs of engagement
+ Suppler payments

+ Saureing requirements
- Supplier performance

« Supplier Charter

Outcomes and actions

Ahgnment of paymertts with agreed larms, suppier faeaback on mprovements
0 procurement process, improvermert plans and innovatian opparunities, and
improved agherence ta suppler charter.

Risks to gtakeholder relationship
+ Emaronmertal ssues

« Commrtment to tackling net zero

+ Supply chai resience

Key metrics

< of sUppher payments within agreed tenms. suppher relahornship
managemert featack scare, SME spend allocation, and suppiar
dinversity profile

Further details
Supplier engagemem section on page 48

Capitaple
Anpugl Ré_port?ﬂm

Why they are important
They own the husiness and provide essential capital, &nd their input and
feedback is considered when maxing decsions.

What matters to them
Reporhng on strateqic, cperational and £54G factors, financial pertormance.
access to the Board and semior management, and reguiar camrutucation

How we engaged

- Financial and other reports ang trading updates

« Regulgr nvestyr pragramme wih Board and feedback thraughout tne year

- Diseussions around AGM on resalutions and governanse topics

- Dedicated iInvestor relations contacts and email inbox

- Regular Board repons from investor relabions function and external advisers.

Toplcs of engagement

- Transtormaton progress

- Balance sheet ard hquidty

+ Ongoing impact of Cowd-13

- Gowemance

Outeomes and actions

More frequent market communicatian: and ncreased fevel of engagement
with largest sharghoklers,

Risks to stakeholder reiationship

- Changes to autsoureing marler, eg qovernment poticy
- Delvery on sirategic and financial objeemves

+ Key aspects of governance. &g femuneraton

Key metrics
Fevenue: profit, free cash flow, net dedt and geanng, and AGM voting

Further details
Shareholier engagement section on page 73
Principal degisions '2ble an page 73

Why they are important
Capita is a provider of key services to government impacting & large propoetion
ot the pogulaton,

What matters to them
Social mobility, youth skills and obs; digital nclusian, diversity and inclusian,
chmaia change, business ethuics and accreditabions and bancnmarking

How we engaged

+ Mgmberships of nor-governmental argansanans

- Chantable and community partrerships

+ Extemal aterediations and benchmarking

« Warking wiih clients, supphers and the Cahinet Cffice

Topics of engagemerd
< Youth employment

- Tacking digtal nciuskn
+ Workplace Inequalities

+ Chenate change

Outcomes and actions

Publieation of net zera ptan, real Inng wage accredtation. youth and
employabilty programme; and commitmerts to tackie racism and enhance
athnic diversity

Risks to stakeholdet relationship

« Lack of urderstanding of the 1ssues mpartant ta them

« Insutficiert communication ar involvernant in shaping and irftuencing
strategres and plans

Key metrlcs

Net zern by 2035, community Investment workiorce diversity and ethriciy
aata includng pay gaps

Further details

{ur people secticn o pages 3510 39

Responsible business section on pages 42 to 49




Focusing on
what matters

Our five-year responsible business strategy ensures we

rernain focused on addrassing the

s whete we can have

the piggest impact through our own operations and thraugl
' the progucts and services we provide 1o our clients.

In 2021, we contnued to focus aur responsitle
businass prorties on the 1ssues 1hat matisred
most ~ our colleagues’ wellbeing creating an
inciusive workplace, tackling economic
inequalities, ighting climate change, and
eNsurng we contitue to operate responsibly
throughaut Gur Busmass

The faliout from the panadernic has jed to a shift
It sacietal expectations and cenain 1ssues fdve
been particllarly rarinent, Even as the
pandemic slowed, people struggled 1o mantan
thewr mental wellbeing and had 1o adapt to new
ways of working In the langer term. Recagrusing
this, we created a new wellbeing framework
taking nto account that remote and Nyond
working has become the norm and colleagues
needed suppart and guidance to adant

Regular communicahon has been crucial angd
we Created new channels 1o Increase
accessipity and visbility of our communicatan
including a new colleague website 1o atcess
ragulary updated Cowvid-18 information and

5&t up new networks such as our Working
Togethier Apart community so colieagues can
stay connected.

Inequahties n society worsened for many
groups and we continued to focus on buikling a
diverse and inclusive workplace, We want to
create an enviranment where diversity is valled
and respected and all colleagues can onng
their whole sefves to wark {iunng 2021, we
shared aur ethnicity pay gap data publicly for
the first bme. \We rolfled out several educabon
and awareness schemeas around race and
einnicity for colleagues, Including a mutual
mentonng programme designead 1o support
participants to better understand race-related
challenges, and thousands of eolleagues
suceesstully completed our new anti-racism
raming We stepped up our commitrment 1o
support colleagues with a disabiity and
achieved Tevel 2 of the Disability Confident
scheme (employer) in addition 10 working with
extarnal agencies to ensure hat career
opportunties with Capia are made mare visioke
and accessible 'We made prograss on gendar
diverstty at the mast senmiar levets and at the
gate of this report four of our nine Execubive
Commitiee mempers are wormen, Including two
of gur ree divisional CEOS and our newly

During 2021, we set out
ot plans to reach net
zero by 2035,

appainted Chief General Counsa!, and we will
priartise gender balance 1ssues across mid and
seror lavels for 2022

Wia comtinued to support young peapla with
employability and skills through our charnty
nartherships, Kickstart placements and two
early cargers apprenticesnip programmes and
faunched a piiot project ta provige real wark
placerment Qpaorunithas 1G Grson leavers ta
Nelp brng positive changes 1o ner hves.

COP26 highfighted ta the world haw aritical the
need 18 for global chtiate action and we are
determined o play our part. Dunng 2021 we
set out our plans to reach net zera by 2035 aiter
having our company-wide, shortterm 1.5°C
carbon reduchon targets venhed by the Seence
Based Targel mtative (SBTH Our three-
phased approach aims 10 reach operational net
zerg by 2025, operational and business travel
net zero by 2030, and full net zero by 2035 -
ineluding our supply chain



Respensible business

Engaging with our colleagues

Crucial in any cnsis 1s clear, concise
communications e appoirad a dedicated
communicatons lead to work closely with our
pandemic planning team wath the am of
ensunng our colleagues recerved accuraté and
easiy accessible guidance and infarmanon
relating to Cowd-18 - focusing on ther welfare
as a prionty and reassunng them of the steps
that we were taling. We alse launched a
dedicated colleague website which can be
accassed by afl employses including aryone
who was furloughed.

Given the igh levels of uncertanty that
emerged In 2020, t has never been more
important ta mativate and engage our
colleagues — whether through campagns such
as #|ustsaythanks and our Working Agart but
Together pledge through visible leadership, or
by involving our peopte n shaping our future
ways of warking. The Working Together Apart
Yarmmer Cammunity has maore than 8300
members. \We aiso ran our annual peopte
survey which was completed by mare than
30,000 colleaguss globally. For more
informaton on the survey see page 35.

Building an inclusive workplace

At Capra, we are committed to creatng an
environment where diversity 15 valued,
respected and included, and where we benefit
from all collieagues shanng their difterent
perspectives and bringing their whole selves to
wark In this way, each person can do thair part
10 create betier outcomes. We are committed to
this goal not just because it helps us delver

Delivering
our strategy
themes

Driving greater
ingclus i satin) : saciat mobility

Enabling better

Areas of tocus

Supporting the
United Natians’
Sustainable
Development
Goals
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betier for aur elierts and end-users, but

hecause we believe it's the nght thing 1o do

During 2021, we continued to build ot our

pravicus work to create a more inciusive

wiorkplace for all aur peaple. Thrs included:

- Continuing 1o grow and support our seven
global emplayee network groups

+ Bang a real ling wage amplayer

- ¥tradueng an option for afl employees ta
share thesr pronouns on Workday, Outlook:

and Tears in order 1 support our colleagues

at difterent gender 1derites.

+ Launching a new "sensithvely cunaus
programme, where employees can ask

sersitive questians in a safe space and have

them answered by a colleague win the
relevant lived expenence,

- Delvenng Gapita's first Group entry level
apprenticeship programme, supported by
a No GV and ‘motivation and behaviours'

kirng approacn to remave bias and imprave
diversity. Based On 15 SUCCess, we are now
expanding this approach to additonal roles.
+ Running an angaing lunch and leam series
10 buld awareness and understanding of our

similanties and differences. In 2021 this
inciuded topics such as gender pronouns
religicus celetrations, being of mixed-
nertage, neurodiversty and many more

This Ls in add on to our ongoing celebration

of awareness events, including Pride.
International Women's Oay, Black History
hanth, Black Lives Matter, Merital Health
Awareness week and Intermavonal Day of
People with Disabilities.

Introducing a new survey system to allow for
analysis by demaographics. We are now able
to wark with each af aur employee netwonk
Growps on specihic results relevant to ther
area of focus

+ Updating and publicly sharing Gapita's
diversity and inclusion palicy

We also delvered a grogrammea of socially
responsible resalrcing that has

- Created a marketleading real fvng wage
Kickstart programme - 56 young people
benefited in 2021,

+ Developed a suite of teaching materials
(wideos and lesson plars) ta support
thsadvantaged students to be able 1o access
ermployment for Teach First.

« Launched project compass to provide real
wOrk placement opporturiies ia prisan
leavers — with & pitat in 2021 runin
associEton with Project Remare,

+ Oeveloped the first ever work expenence
programme Igr pupis permanently excluded
from sehaol In callabaration wih Making
The Leap.

Qur tocus on racial diversity

In 2021, we continued our strong focus on

supporting eur racially diverse cofleagues, and

particutasly our Biack colleagues. Tris s in fne

with the three commitments we developed i

2020, whien are 1o

1. Ensure an inclusive cuiture with zeta
talerance of racism,

2. Have a sustainable representaton of ethric
diversity, which reflests the communities we
aperate n ai all levals of the workplace

Employee gender diversity at

i

3. Educate about and raise awareness

of racism in the workplace, through the
power Gf our NEtwgrks,

Key activities in 2021 included:

- introducing & zera-toierance procedure and
SUpporting pohcy related 1o anti-+acism ang
anu-discrimination

+ More than 31,300 collzagues completed our
tallorad, N-house ant-racism trainng.

+ More than 25G people participated m our
bespoke mutual mantonng programre,
connectng senior feadars with colfeagues
from a racially oiverse background where they
foilow a 10-month programme to develop better
understanding of race-related challenges

= More than 100 colleagues expanded their
honzons by partcpating in ore of three
exiemal mentanng pragramimes supparting
female and minonty ethnic colleagues.

- Selacting candidales ta take partm the pilat
of RISE, our new inclusive lzadershyp
programme amed at unblocking leadership
apportunities for racially diverse colleagues
nthe UK.

- Sigrung up to the 10 000 Black Interns
programme, with gur first cahart (aining us
2022

- Sponsorng Black Tech Fest.

+ Sharing our ethicity pay gap data tor the
nrsLume

- Conmtinuing 10 work wath aur Black Lives
hMatter advisory group, ta deliver &
prograrnme of acton to Creaie a more
agurtabie and mciusive workplace far our
Dlack employses.



Respansibie business
.-

Community investmertt

c.£0.9m

Supporting our colleagues with a disability
In 2021, we were proud to achieve Disability
Confident Emplayer status for the whole Capita
Group. In 2022, we auim to ratse this status to
beirg a Disability Confident Leader, by
increasing our focus on Now we suppart
colleagues with a disability. Exampies of work
In 2021 and early 2022, included

Waorking with JobCentre Plus, Vercida and
Evenbreak ta ensure that career apportunities
with Capita are visible and acgessible.
Impiementing a reasonable adjustment
passport with a guidance document to
simplify the pracess far disabled colleagues
3 request, secure and maintain adjustments.

Raviewing key policies and procedures 1o
provide better support and clanty for
Individutals with a disability.

= Working with our Capita abiiny employee
network (CANY 10 analyse our paople survey
vanances based on whether colleagues
identify as having a disanility

Turning the dial on gender

Threughout 2021, we continued to focus on
how we can address our gender pay gap and
particularly, increase the representaton of
wamen m senior roles, This 1s a challenging
area for Capta, and we expect it will continue
to be a pnorty area for us In 2022 and beyand.
‘e are particularly pteased tha! four of aur nine
Executive Committee members are wormen at
the date of this report, ncluding two of Gur three
druisional CEOs and aur newly appamnted Chief
Seneral Counsel, but we kriow we have more
work t0 do across our leadership levels

Examples of activibes detivered in 2021 and
early 2022 include

+ Extending our reguirement for women on
senar shortlists

+ Accelerating famale development through our
mentonng and high-potential scheme, including
tocused external mentonng programmes.

- Increasing our ophons for flexible work In
order to make more leadership roles accessible
ta women with carng responsibilities

« Drniving greater nclusivity throughout the
hirng process by mntroducing a licence 10 hire'
inclusive hinng training programme for all
recruiting managers. as well asusing a
digital behaviours-based assessment that
removes bias from the early stages of
candidate screening.

- Mapping our career path framework across
the full organisation iIn arder to itenufy and
share career path opportunties for our people,
and also identify gender ratios at comparable
job levels across the organisation

- Working with our gender employee network
graup to analyse 2021 survey results and
develop a targeted action plan for 2022,

Tackling economic inequalities

The Covid-19 pandemic highlighted the
importance of providing continuing support to
our local communities. Research has shown
that it is the already disadvantaged wha have
borne the brunt of the censequences of the
crisis, from significant educational disruption
thraugh ta the highest levels of job insecurity,
turlough and unempioyment. Throughout 2021,
we maintained our focus on equipping young
people with the skills they need for the
workplace and enhancing social mability and
we invested more than £310,000 in charitable
causes, particularly m our jocal communities,
through charitable donations, volunleering,
gifts-in-kind and employee fundraising,

We continued to support our corporate charity
partners, Teach First and Young Enterprise, as
they adapted their programmes to pravide
online suppart to young peaple impraving their
employability skills. In suppart of Young
Enterprise, we sponsored the Yaung Money

Challenge which challenged young people
aged 4 to 18, to think about responsibie
consumensm and how therr spending chaices
can impact the planet. We alsa sponsored

the UK Socal Mobility Awards for the fifth
year running

Enhancmg our respanse to the 1ssue of yauth
skills and employment, our youth emplayability
programme continued apace, working with The
Youth Group chanty to support young people in
education and as they enter the workplace

The programme will bulld on the success of
our charitable partnerships and fully embraces
the UK Government s Kickstart programime
providing 16 to 24-year-olds with a si-manth
wark placement which could lead to
permanent pasitions.

Since October 2020 we have worked closely
with the UK Department for Work and Pensions
(DWP) and The Youth Group ta deliver a highly
commended Kickstart programme for Capita

In 2021, we atfered 56 placements with most
heing deliverad wirtually A diverse group ot
yourg people started their placements and we
are pleased that marny have been retained by
the business or gene mte full ime education
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Climate change is one of the
i defining issues of our time:
and it has never been more
impartant for businesses
o commit o significantly

g reducing emissions.

In addion to Kickstart, 2021 saw ihe launch of
wo €arly careers apprenticésnin programmes,
The first wefcomed 30 apprenices studyng
towards a gegres apprenticeship in Digial and
Technalogy Solutions offerng rotatians across
Qur business units INcluding placemants wittmn
Craud, Artificial intefirgence, Oata and Peaple
& Transformation

The second was a pilot pragramme wathirs our
Pensians Solutions business supporting 15
ndividuals into the business as Apprentce
Pensians Adminstratars working with Gur
strategic partner Corndel 10 dehver a business
fundamentals apprenticeship speciiically
tailared for these new (0 the professional
working weorld

Digital inclusion

e warked in 2021 with Good Things
Foundation, the digrtal mclusion chartty, to
nspire senor leaders 1 England to set
ambitious strategies to tackle digial inequalty.
The Cawd-19 pandemic nas highlighted the
need far greater digital nclusion across the
country - ta ensure peaple from alt
hackgrounds, inciuding the disadvantaged
have both access to devices and the skills
necessary 1o use them

Qur partnersfip engaged with several
combined authonies n Engiand 1o help them
develop thewr approachas to digital inclusion

It led to the creation of & roadmap providing
practical deas far agitat nclusian strategies
aimed at tackiing digital inequalty We also
grar-funded a number of community partners
who helped more than 570 indmduals to learn
digital skells as well as wput into the roadmap

Research shows 20°a of adults over 65 in the
UK are digitally excluded. and, while thisis an
mprovement on 2020° 29%., it stiff feftmany in
lonehness and lacking support networks at a
time when so much of people's ives has had 10
be lved online. Capia colleaques volunteared
tharr time dunng the year ta take part in
Business in the Community's ClickSitver
Cannections scheme which provides mentors
to help alder and winerable people ta connect
with fnends and family, solrce asserhal iterms,
find informaten and gain digial confidence.

Fighting climate change and improving
biodiversity

As was clear dunng the COP25 conference,
clmate change s one of the definng issues of
our irme and Thas never been maore Impartant
for businesses to commit to significarntly
reducing émissions and avand the worst
consequencas of giobal warrmng

Dunng 2021, hawing achieved venfication by the
SBT of our company-wide shortterm 1.5°C
carban reduction targets, we et out our plans
ta reach net zerd carbon by 2035 This is one of
the top pronties for Capita’s Board and we wil
be linking net zere comrmutments o execulive
pay from 2022 We are pleased with gur
progress to daie on this 1ssue and by our
achigvement of & scare af A- indur COF
disclosure far emvironmental performance

With 52,000 colleagues across the globe,
Capita 1S acutely aware of its own intermnal
responsitilibes when it comes to taking a lead
on 1ssues of sustainability \We launched our do
one thing campaign in the run-up to COP26 ta

better inform and engage colleagues an the
ways they can support achieving net zero by
changng ther own behavaur

We also continue o focus on delivenng
solutons to suppon sustamabiity through our
wark with clents. Through our Smant Data
GCammunications Cormpany (DCC), we continue
to dnve a low-carbort ecariary gy butding and
implermenting a new sacure data network to
conrect smart meters to the systems of energy
suppliers and network operators which 1s
projected 1 save 45m tonnas of carhon by
2034 1n Brtain alone By the end of 2021 we
had connected over 17 million smart maters to
our Network, saving around 506,600 1onnes
CO. eguivalent (ICC; @) per annum. pawng the
way for better use of energy. At Capita. we also
launched the expanded ULEZ with TiL, making
the 20n2 18 tmes larger than previously — a
huge siep forward for ciean arin the UK
capital, and enetiting far more people Inthe
ity by reducing congeston and awr poliution.
82°x of vehicles entenng the capital are now
COMPIyINg With the mMInimMum &mission
standards

COP26 also nighlighted the importance of
protecting and entrancing nature, as well as
the chmate. biodiversity heng mirnscally inked
to reduaing carbon emissions. Capita has
ernbaried on several projects ta protect nature
iy the UK and Brazikan amazon Smart DUC,
which nas been carpan neutral since 2020,
offsets all emissions 1t cannot reduce UsNg a
Carbon Trust certified scheme For eacht00-€
offset, one ree s plantedin the LK and an
additional tCO e 1 offset 1o quarantae the
emission redustions through the Reduced
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Emissions from Deforestation and Degradation
project within the Verified Carban Standard
framework that is lacated in the Brazilan
Amazon. Inthe UK, the trees are typically
planted acrass schaol grounds, parks, farms.
woodlands and other biodwversity sites,
providing wildlite habitats and often bringing
educational and cormmurity benéfits.

As part of our canfract with the DWP {o dehiver
the JETS programme in Scotland, which
launched at the start of 2021, we have
supported over 4,000 job seekers, who had
become unempioyed due to the Cowd-19
pandamic, into new rales In seclors such as
haspitality, retarl, care and construction and
planted a tree for every person we placed in
sustamable employment The trees will be
planted through Revere, an innovative nature
restoranon finance organisation, across the
Cairngorms, Loch Lomond and Trossachs
natonal parks.

In February 2021, we set venfied company-
witde science-based 1 5°C carbon reduction
targets which are to reduce absolute Scope 1,
2 and 3 {business travel) greenhouse gas
{GHG) emissions by 46° by 2030 fram a 2019
baseline and to ensure that 50%. of our

nal (Scope 1 & 2}
- emissions

suppliers by spend. covering purchased goods
and services and capital goads, will have
science-based targets by 2025, Progress
aganst gur targets will be manitored annually.

Net zero plan

Underpinned by our science-based targets.
2021 saw us set aut an ambbous and far-
reaching roadmap to take Us to net zara by
2035 These are challenging targets which we
are cammitted ta at every level of our
orqanisatior. Our three-phased approach ams
ta reach operational net zero by 2025,
operational and business travel net zero by
2030, and fulk net zero by 2035 — including our
supply chan. We will submit our 2035 net zero
target to SBT1 for venficanon in May 2022, to
ensure our target mathodology 15 10 Iine vath the
highest standards.

Annual GHG emissions

Following the onset of the pandermic, we
signifrcantly reduced business travel and, even
as lockdowns have sased, travel bounceback
has been mitigated Dy our new, wvirtuial first ways
of working Qur electricity emissions have also
reduced, both through efficiency and reduction
in property portiolio. However, due to the
pandemic, we have had ta increase fresh arr

Operational (Scepe 1 & 2)
+business fravel
: | emissions

Annual GHG emissions

2021 2020 2018
Scope 1 tC0.e) 15,021 18.980* 18,861
Scope 2 (ICO,e) focation-based) 24,088 28.359 41,8947
Scope 2 (tCO.e) (markel-basad) 10,328* 23,526 27651
Scope 3 4C0.8) 4,500" 78817 30,823"
Totai gross tonnes of CO,e (eation-based) 43,609 55,219 91,677
Total g 29,848 50,386 77,434

ross tonnes of CO.e (market-based)

Table of progress against targets
Progress against SBTi varifiad 1.5°C sclence-nased 2021 2021 2030
GHG reduction largals targed actyal target
Scope 1 {TCO.8) 17,368 15,021 10,201
Scope 2 (TCO,a) (market-based) 26,328 10,328 14,876
Scope 3 (business traval) 28,161 4,500 16,540
Scope 3% suppliers by spend with sclence-based
targets verified by SBTI 23% 39% 85%
Diher metrics 201 2020 2019
100% ranawable power progress (as % of fotal power) B80% B8% 63%
Transition 10 low emission vehicles:
Diesel 62% 77% §9%
Hybrid glectric 32% 15% %
Pure elecinc 5% 2% 0%
Average CO.e 969/km 98g/km 108gxm

Flaet vehicla energy source

Noles:
Tolal grass tornes of COLe At revenue (localion-basea) in 2021 and 2020 has baen calculated usng stalutory revanue. In 2H9
adjusted revenie has been usea

Scope 1: Emtissions from Capila sources that are comralled by us, ncluding the cambustian of fuel, company-awned vehicles and the:
operakat: of ot faciines.

Scope 2: Emissons from the cansumpton of purchased electriaty, heet or steam.

Scope 3: Emssions from nen-ownad sources related ta Capita s activiies, mchiding business trevel and wasts.
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crrcutation in our buildings, many of which have
tamaitied aper ta Service our chent agligatians
throughout ths period, This has significantly
increased the amaunt of Neat required ta
maintain a comfortable temperaiure, hence our
Scope 1 emissions have not decreased inline
with the other Scopes

In 2021, we alsa pubiished our second
disclosure staternent aganst the
recornmendatons of the Financial Stability
Board’s Task Force on Climate-refated
Financial Disclosure (TCFD) (see page 500,

Follawing our commitment to Bie net zera by
2035, the challenges that will be most difficult
3 adaress are decarbomsanaon of our heating
systermns and cotlecting, maritoring and
managing the reduction of emissions from our
nearly 21,000 suppiiers. We are already making
progress an the switch 10 renewable power,
tfransibon © low emission vehicies and
reducing business travel emissians (where

wa arg ahaad of target).

Methodology

We measure aur enviranmental performarnce
by reparting our carbon faatpnnt annually n
terms of tonnes CO, equrvalent (1CO,€), an
ahsolute measure and tonnes CO; equivalent
per £1m revenue and par person {intensity
measuras) The data relates to Capita's owned
and leased faciliies under its operatianal
control acrass all geographies. e report
separataly on our direct emussions from

Capita-contralled and ownad sources (Scope
1), indirect ermissiang fram carsurnptian of
electney, heat or steam (Scope 2), and
emissians from third parties (Scope 3) This
ensures our comphance with Fart 7 of The
Companies Act 2006 {Srategic Report and
Directar's Raport) Regulations 2013 which
requires certain disciosures in respect of GHG
amssions (the Strategie Pepart GHG Ermvssion
aisciosures). We engaged ar: external agency.
Corporate Citzenship. to provide ndependeant
imited assurance over the selected GHG
emissions data (highlighted 1n the table on page
47 with & ") using the assurance standards
|SAE 3000 and 3410 Corporate Ciizenship nas
tssued an unqualiied amman gver the selected
data, its full assurance stalement s available at
www capita comiresponsible-business?
resources-and-repons

Qur disciosures cover sources of our GHG
emissions fram our operations in UK, Ireland,
Central Europe (Poland, Germany,
Swatzerand), india and Scuth Afnca. Capita
converts the consumption data into a carbon
faotprint with cansedaration for the World
Business Caunci for Sustanable Deveiopment
and ‘Nord Resources Institute's Greennouse
(3as Protocal, 1ogether with the |atest emissions
factars from the Uk Department for
Envirgnment, Food and Aural Affars
Association of {ssuing Bodias ang intarnational
Energy Agency

Operating responsibly

We have mantained our foCus on operating
résponsibly thraughaut our business with the
arm of fielping our clients (0 respond ta g
Cowvid-19 pandemic and deal with wider
societal challenges.

Client relations

We actively seek the wews of our chents
through an annual customer nat promater scare
{CNPS) survey Inthe survey we ask for
feedback on aur eurrent parfarmance and
adwice on areas hat they would like us to focus
onn future Ve feed this informnation back to
aur teams who then take the tme to understand
any roat causas of 1Issuas raised ang set
5Chons which are monitored wa our customer
reiatianship management platiorm, Saiésforce.

In 2021 we received feedbach from more than
950 indviduals across 563 chents, This enabled
us to achieve a 56°s rasponse rate (up fram
5370 1N 20201 and the results give Capita a
NP3 score of +29 for 2021,

Although the 2021 cNPS score 1S three points
lower than 2020, the number of detractors has
decreased by 1910 126 The overajl cNPS
score decrease was due 1o a larger volume of
passive responses (405 in 2020 compared with
4310 2021) +291s stli a large improvemnent on
our 2018 and 2019 scores and s a 13-pant
nosiitve SWINg siNce we bégan repaning

Supplier engagement

Around §2°. of our total supply chain are small
and medium-sized enterprises (SMEs).
including sofe traders and micro-businesses
e continued ta recognise the Mpact that fhie
pandemic has had on many of these suppliers

with varying demand for products and serices
aften severely attectng thewr cash flow
Consequently, we have paid them in ine with
olr payment terms, whicn are stricler than the
UK Government's Prompt Fayment Code In
2021, we paid §5° of our sole tragers, micro-
organisations and SME suppliers watfun our
agreed payment terms.

We spent more than £2bn im 2021 with naarly
21.000 drrect supplers N 82 countres. We
valye the Dusmess relgtonsings we have
with our suppliers and seek to build lasting
relationships, reabnd our supphers and
partners farly and paying pramptly We want
10 wark with suppliers who share our values
and suppart us in delivering our purpase.

Qur aim 15 to encourage and wark with
supphiers n arder to achieve the Mighest
standards withm our supply chain. We are
commutted to workirng witl ur supply-base
to ensure that together we can achieve wider
sooal, econamic and envranmental berefits

Our supplier charter, which 1s availaple on gur
website, remains at the core of slrengthening
our commitments to support mare SMEs,
wigreasing the diverstty of our supply chain,
promaotrg supply chan resiience and
encouraging ambitavs carbon reduction
targets. All new and renewing supphers dre
expected to comply wath this charter

e are signatories ta the Prampt Payrment
Code reporing our payment pracuices and
performance to the government every 5ix
months 98°. of our supphers were paid within
60 days or less
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Employees on the Board

Listering to and invalving our collzagues 1s key
to lving our purpose and values at Capita, as
weil as fostenng an engaged and inclusive
workplace. Our twa employee non-executive
drrectors will complete therr termin the summer
af 2022 ang in 2021 a process to recruit openad

Employee voices are more Important than ever
and we want to ensure that we bring even more
diverse and iInnavative thinksng ta our seniar
leadership this time at executive level We
Intend to set up a new leadership counci! that
wil brainstorm solutions and challenge our
strategies and orgarrsatonal issues, providing
adwice and recommendations to the Executive
Committee from an employee perspective.
Eight employees will join the leadership

council in 2022 and will be paired with an
Executive Committee member (on & sn-month
rataing basis to receive one-to-one mentonng,
and have a chance to inputinto the strategy

of the businass

Targeting bribery and corruption

We do not tolerate bribery or corruption. Our
anti-bribery ang carruption policy apphes to alt
Capita businesses, employees and supphers.
The Risk & Compliance tearn monitors
comphance, with a view o ensuring all pans of
the business are aware of ther responsibilities
n terms of chartable donations, sponsarships,
faciitahon payments, gifts and hosprtaiity. Al
employees must complete inancial crime
traning annually:

Upholding human rights

‘e aspire to conduct business in a way that
values and respects the hurman nghts of ail our
staketiolders. Our human nghts policy details
olr commitments to uphalding the principles of
human rights, as set outin the UN declaration
of human nghts and the International Labour
Organization cora labour pnnciples We comply
with all relevant legrslation, including the LK
Madem Slavery Act and our comphance
statement can be found on our website. We
outiine expectations and compliance to the
standards we set out for suppliers, working with
them to ensure they aperate in accordance with
this policy, upholding the principles of human
rghts in their operations and supply chains.

Protecting privacy

Our chents and our colleagues expect us 1o
keep therr data safe and secure and to respect
therr privacy. We take this responsiikty very
senously. with a view to ensuring we only
process personal data in line with all applicable
laws, including how we collect, stare, use,
retain, transfer and delete personal data.

Cur privacy policy detaits how we expect
averyone 10 take responsibility for privacy,
including the protection ot data, applying our
privacy standards, procedures and guidance in
their areas of the business. These reguirements
include maintaining information asset registers,
following a comprehensive incidert
management process, completing privacy

by design and default, and data protection
impact assessments. We continue to raise
awareness of the importance of privacy
threugh our mandatory training and ongaing
communication programmes.

Non-financial information statement

This section of the report constitutes Captta's non-financial Information statement, produced to Gomply
with sectlons 414CA and 414CB of the Companies Act 2006. The table below, and information it refers to,
Is intended to help stakenolders understand our position: on key nonfinancial matters, This bullds on
reporting that we do under the following frameworks: CDP, Dow Jones Sustainahility Index and the
EcoVadls CSR Assessment,

Reporting requirement

Environmental

Paliciss and siandards which govern
our approach

Heakhh, safety and emaranmertal policy

Where is This relerenced in this repart?

- Responsible business: fighting dimate:

matters E} change and improving biadiversity
pages 4510 47
Employees + Code of conguct (E) - Ouwr people section pages 35t0 3%
» Heszthh, safety and environmental + Respansibie business: bulding an
aolcy (E) inclusnve workplace pages 43 to 45
» Diversity and inclusion policy €) - Dnersity data page 44

- Employee handbook {f)

Human righis

Hurman nghts policy (€)

Supplier charter (E)

Maderm slavery statement (E)
Infarmation ard cyber secunty potcy (E)
Prvacy palicy (£}

Empioymer streening poticy ()
Procurement pokicy (E)

- Responsible business: operating
responsibly — supplier engagemeant
page 48

+ Responsible business: operabing
responsibly — upholding human rights
page 49

Sacial metters

Cormmunity and charity palicy (E)
Communrty and charity standard (I}
Volunteering FACQ @)

Matehed funding FAQ ()
Fundraising FAQ ()

- Responsibie business: digital ncusien
page 46

- Responsible business” youth
employabity page 37

Antl-corruption
and antl-bribery

Goge of Gonduct: Anti-onbery and
cartuption policy (£}
Financial crime policy (E)

- Responsible business. targeting bribery
and comuption page 49

Due diligence
and cutcome

Risk management framework
Annual internal audit plan

Risk register

Audit and Rigk Gommittee repart

* Risk management framewark pages
531035

Awdit and Risk Committea repart pages
851095

Buslness model

Business modet pages 6 and 7

Non-financlal KPIS

- Non-financial KPIs page t
+ Responsidle business

| - Group peiicles, guldancs ard fandards publisned irtenally, E - Group policies, slatement and reparts pubfished exiemalty
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Task Force on
Climate-related

Financial Disclosures

TCFD statement of compliance

Capita has made disclosures consistent with
the TCFD recommendations in accordance with
tne FCA Pabcy Statement 2017 and sting rule
LR 9.8 AR(®) Care mformaton to respond to
each of them s reported on the follawing
pages. Adaibonal detail can be foung on our
website Below s a summary of the TCFD
recamimendatons nat fully disclosed against in
this report and any plans ta achieve full
disclasure in the future

Strategy - physical risk impact: hased on our
wubal chimate nsk assessmenis, in the near
term. transition nsks were deamed to be mare
material 1o the business than physical risks. As
such, In 2021 we pnontised analysis of
transition nsks and in 2022 we will be
undertaking a review to quantitatively 1aantify
ard assess physical risks that are relevant 0
aur business and glabal aperatons

Sitrategy — climate scenario analysis: in
2021. Capria conducted a qualtative
assessrment to rank and paoritse identified
fransiion nisks and oppariunies. In 2022, wa
will continue cimate scenaro analysis to
quantify the patental financial impact of our
priprity risks and opportunises This will nform
Capra's undersianang of the resihence of is
business strategy under different umetrames.
and forward-looking scenanos, including a
well-below 2°C scenario

Metrics — climate metrics & targets:
Following the pubkcation of cross-industry,
chimate-related metncs and target categories
from the TCFD N 2021, and through the
development of our climate risk agsessment
we ntend to monitor and report additional
rmetrics and taigets. &1 the near term we are
alsa iooking to develop cateqonsation of eur
services ihat are low carbon-aligned, n order
ta track revenue coming from these chmate-
related opportunities

Plannad actiony
in 2022

Governance

TCFD Disclosure

© LIk Byecutng
ramiaarahon ta
he achiesee t
o ehe- me targets.

- CECwochar

"SSP Sl

Board responsibility for climate-related risks and opportunities:

Cap'as Poard 's ressengible for praMoting lang-1arm sustainable Success generatng vatle ‘o
shareholders ad cortnbuting 10 wicer Soclely 7 s tides 1 rofe '~ ensunrg chr a-relaed
1s3UeS are approprately cas.cered when sething business sraledy ceploying capilal, agreeirg
~amnera-on Metics 8n¢ sething corparate palicy To acnieue thase raspansibit es the Boaso

1S AssiSlaq by three comiltees
BUSINaSY
- Tre Autd anc Aiss Comritee (ARCH assists 1 maragieg rek systerms mCludirg ManegiNg £ 88 commmes
crange ag 4 oerc pal nsk T 002

+ The Bemoneratian Commif2e & respans B2 for gen ng palities for Exac ive pay ard incentives
and 2op-evirg cangss to existng remuneraiipa plans In 2021, the Comitee arauncad that
exacilve rRIMune aiar wil secome Fried to the astdverang of Sagitd 5 ol ate (Andets during
2022

- TraEzscutae Jomm thee respons ble busmess commitize Nag Serior level Svers.aht of climate-
refaec -ss0es arc s chaed by our SED

I 2021 tre Boarg sigrad oft Sapita s ¢ ef 7erg 2035 target and the sscalat o1 of chmate change
as aprnc.pal gk a5 per the ecommendations of Zapita $ ereculva s« commatae
a1 bllity for chi lated risks and opportunities:

Climae-related resporsiiltias are assgoad to space maragemert-level pasit:
cogrdingte ackivity 3Crass and wanin saen BLS ress divsion

at

- Capita’s Chigf Executive Officer: overal respo 15Dty far chrale-relaiet 1sks & opaoriunues

ars for ensunng tnar glmate ssues e approprately gonsidered at Boarn level

Divisional Heads of Responsible Business. delnvéron Capras susizirab ity iritatves and

compytments Inchicing thuse elating o Simame crange

- Divisianal Heads of Ris! 0t Group-dade HSk PONC &5 and dart ty chmataralaen rses t aver
wath thesr BUSINess d4sians and operaling Caniext, shich faenbatk to Group level

+ Group Head of Environment: 0wnérsnio of the climate changa princ pal rsk and manag.y
develonrmert of Sagtas res zera strategy \Works tlogely wh e 3roup Sisk arg Complance
Rrehions parmcidady around the chmata changs prnopal rsk

Strategy

0 20321, Japra conducted A ¢hi~idld scendito analisis 10 ety 8nd assess ol ate i5kE a9G «ridrane au
opport Aities eue” 9Nwand-ldong ohr anod Climata fsks a7 ¢ opporiinies are £limate scera
rre 4 to G years), and long-ler 10— Aralyss o assesh
YEErs) ire RGTE0NS 10 fenast the fOngar-enT Impacts iro™ cimate ciarge Gt nas user e nare.al

the hypathetical ol mate scangros davelopad Dy Melwork for Greening the F nargial Systam mpacts 6! kay
(MG S) These 1nglude thréd scenatg catedanes orderly transiuar far early amsitious acton)
diserderly trahs e Cor when actian s 1ate and sLeaen) and ~at Fouse warld ifer l=uleq
actiu resulting 11 Sgrhcant wanm 1g) The chrate scenane anabyss s exnected b be
camoleted 112022 8712 CONS$1S ¢f lwd ey DF 3588




Task Foree on Climate-related
Financia® Disclosures {TCFDY

TCFD Diaclosure

Piannad actions
in2022

Strategy continued

Phase 1 [

d in 2021} qualitatlve risk & opportunity assessmenl

+ Gap analysis against T2FD recommandations to idem1y actions te acrieve full aisciosire, and &
peer review of sectar chim e-related Gsclosures

Internai stakeho!der engagement 10 examine paterhal Gparational iImpacts ram clmate
anange Tears engaged included Frogurement BUSINGSE Growth & Contriuty Risk
“lanagemenl Hesponsible Busness and Fmancid plarning £ zchigam has gennhied relevar:
chnate related 158 and OpROILMEes %o ther function

Qualitative assessment of risks and opportunities acrass relevart geegraohies time honzons
and chate Stenanos based an scores far winesablty, fkelinood ana magritade assessmarnt
crtenamesults car ba faund or: Caprtas websrel THis enagles the praortisalion of chmate 1Impacts
for further analysis irphasa 2

Phase 2 {to be intitiated [ 2022): quantity financlal iMpact tram the most materiat climate
risks and opportunities and integrate into financial planning and busingss strategy

+ Quantitative chmate scenario analysts wil seek 10 caltljate the ciirale adusted hranoal value
associated wib sorme of the mast matenal nsks and 0RGTtynhes The resLits will be shared vith
nsk managementt and finargial plarnng leams to furthiar miagrate chmats corsideralans it
Gaptas business strateqy

+ Physical nsk agsessment will ga ynde~a=a1 for crticat Sies across Saotas parola Ths
Ingludes 8 farwart-looking ssessmert of relivg expasule 1o water sIress Neat stress, sed lewel
rse widhras foods and ALmcanes & typkhaons over a nigh glebal warmirg scanana gPGC RCP
8 3 GHG eriss.ong scerand) Tne r2sults will IFfarm praparsy nerttal.a management decis:ons

Priority transition risks and opportunities

Althgugn the climate scenang analys s witl cortinua N 2022 the three chmate fransition
ImRActs currertly of b ghest sirategic mpartance 1o e bl ginags ara idant fivd belaw

Transition category Potential impacts Capita response

Mew growing markeais
relalec to Capas
low-carbon “ela'ee goods
and services

Markats. shituing custamer
camard for law carpar
aligried gooeds Servioes
ard sLpplers

Products & services:
Capita must build its
strategic focus on growirg af
it service offenng of
consuling and technical low
carbon solut ons across otk
Publie Service and

Expi nee dreisiang

Irgreasingly stningert carhan
perarmance reguirgmen:s
rOMm cUStemears

Resilience: Sapia's et
Ters target and iransrion
plan will drive
deCarbonISation acrss
Qur v3le ghain

- Develop oversight
of chmate-related
DRPOrUNTIes by
catagansing
law-carbor algred
aracues and
Servaas

- Fewview plans io

nistall ranswatile
generatan
capacity at
glabal sies

+ Gan 38T
wahCat or for
1org-grm net
Ceratarget

Planned sctlons
fn 2022

Strategy continued

TCFD Disclosure

Technology: technalogical
limitations, costs, and
complexities associated with
phasing aut fassil fuels from
Capita's oparations

Business cost and feasibility
of procuring and generating
iow-carbon anergy through
naw energy sources fora
geographically diverse asset
portfalio.

Energy source: Capita
already pracures renewable
electricity at alt contrelled UK
sites with intent to extend
globally ana at landlord-
controlled sites where
passible. Further apportunity
ta. undertake assessment of
specific optians far heating
and ansite renewables
across sites.

Aeputational: nsk of failing
to deliver against sclence-
based net zero target, due 10
supply chain emissians

Partial gependency an
supplier decarbonisation and
targat setting. Could result in
higher exposure to
climate-related penaliies and
taxes.

Resilienca: Capita
encourages suppliers to
measure ang set targets for
their emissions, as a result of
enhanced due diligence an
carbon performance in

supplier selection criteria,

Climate-related opportunities:

Capita provides solutions that enabile GHG ermission reductions and sees this as an impartant
growth oppartunity as clients seak ways to decarborise. In 2021, we Supporied the UK
Government to geliver London's ULEZ kelping minimise transport emissions. Addrtionally, our
Smart OCC business enables data-oriven analysis of energy cansumption, pregicted to save
45m tonnes of carbon by 2034 in the UK alone. Wa arovida cansulting services o support cliants
decarbontsing their buildings, and in 2021 we workad with aver 50 councils 1 provide resillence
services 10 under prassure planning teams, ¢ Ingrease delivery of major develapments such as
large windlarm schemes and low-enerdy housing. Additionally, Capita's clrmate transition plan to
achieve net zarg offers numaraus oppertunities lo streamhne business-wide efficiencies, reduce
emissions and gperating cests. and support our customers’ net zero commitments as a supplier.
Climate transition plan:

Capita 1s committed to achiaving net zerp by 2033, a target we will be validating with the SBT
dunng 2022, Further details an our climale irarsition plan can be found an ou; ciimate change
hub webpags. Key climate initiatives underway o reduce our emissians faatprint include:

+ Stregminung Capita’s global praperty porfaka to reduce building-related amissions.
Maintaning our energy efficiency programme, which idertifies energy anamalies and enables
data-driven efficiency improvernents across Capita's praperty pottfolio.

Procuring renawable efectnety across all Capita’s cantrolled UK sites, wath intent o extend
caverage ta 100% of tenantad builtings occupied whare passible.

Transitianing vehicles ta EV or hivbrid, with 33% of fleet transtionad to date.

Fromating hybrid and virtual working o reduca comimuung and business travel emissions.
Increasing the proportion of supply chain spand on suppliars vath science-hasad GHG
reduction targats.




Task Foree on Climate-related
Financial Disclosures {TCFD}

TCFD Dsciosure

Chmatg change 15 fully infegrated inta our nigk manzgement sydtes and M early 2021 was
escatated 1o & SGroup-w:de prnginal nisk. As a prircipal rsk chmate change 1§ civen the fighest
tewal of gavernarce 1o ensa-e a quarerly review by the ARC and Board and ownersp is
assigned to tre Group Head o Envirarmen:

Risk ldentification & assessmént process:

Since establishing cimate change as 2 prncpdl fsk, Sapita held severat intarnal irgry ews o
urdéerstard how ngks and gasertunites marrest for Capita's d flerat daasians and 1Unctions

A lorghst of risks and opporuniies was develoded and ¢ross-reterenced aganst a peerrévaw
and TSAD resauices, anc was duallatively sralysed i1 2021 1n 2022 this largust il ba
guant tatively analysea, ard subseguertly deqisions will be Made round wheter 'o actept
tangrer mibigate or cantral thase mare granular ol mate-related rsks Laing Gapitas Sroup-wids
r sk managemert framewark

In Sapeta s Froup-wide NSk assessmant process Onading and 2 ErqIrg risks ars ConnrIay
moforad AGress emersing (egal health sa‘ety and envi-onmantai regulzliors (Sucr as the LK
Sovenment's PPN 08.21) using Vaatermans ang a1 o-line ca pliance toal (dantteg 1sks are
acdad 10 Capina s nsk fe7 ste; AN @Scalaled 10 the Sxecutive Comritee 4 reeced Each
‘denthed rigi 15 Bvaluasd against §X 'mpact catedor as fnarcs peopk legal & raculatoly
technology clstamer 4ra strategy Ahchever mpact has e highest scare will determire e
m1sk's averzll risk Score, whah S ther piteres aganst four [2vels af hkelirang

Risk management process.

Capra s rek avaluatons are governed Dy trree key layers of nsh commutlee ARC axecubive nsk
cor mittad, ard d visionzal nsk committe: Jnce Groups-wide nsks ars adoed o Sanita s 1sk
ragister the reqister 18 dewolved ta Public Service and Expenerce tacent Iy, evallale araclanty
clmate-refated 1555 basad an e sogcif.c funcnon and operating cartexl Resourcas ae
asguned to imolement ngk managemsant plans by the exsol! ve s« comnitrae. Diagioral
@39as8mMents a'e fad Dack to 1ha G-ouo level

A5 with all Groug-wide Msks e chimals cha ge onncinal rsk scorig 0 rucess Idsnines <gy
ca~trols and mitgaung act-ons to reduce nsk from whargrt 1o residual level Furthar sk
-aducton actons a+9 takan 7o o T rasic.al 1Sk cown to the nsk appente level set by the Epaid
Zurrart et mate ¢ sk conirgls nclude adoptnig A seence-basad emigs o redict.on targat
monitonng suooly chain @rissions chirale tacta-s »=tegrated Mo due cilgance when
amngarding new supphars LS ness Cortinuity planning 1o eng.re chi—até fesilence & ravel
policy fo raduce wrer-atice travel, ard ongo #g monitaring of eall gatary ase enwranment
lecrslat an. Tresa convrals and tre 7 e'feclivenass dra reviawed regularly

Planned aclions
In2022

Commenca a gead
dive rie drvigional
sk Scoreards
Cavelon process
af urderstandeg
prysical arg
TARSILON MSKS
outouts will seopart
prEntsaten
aNd AsSRSSMant
procass

Planned acilons
TCFD Disclosure n2022

Risk management Metrics and targets

Climare- refated metrics.
The pusiness s camm tiad 1o develog'rg cress-INcusy chmate-related metoos in accord snae
with the 2021 TCFD raplementatior guidance update

vatdarion of gur
net 2eralongter
58T
- Scopes 1-3 emissions: wa Maasura ard 4 sclose aur aperatianal (Soage 1 anc ) are busiress + Frgage more

1

raved (Seape 3k GHSG eMIsSiona arnually within tn.s & nual repon \page 781 and our il value of supplers o
a3 GOF 5 ehrmate usst grinare 0 actordance wieh (ha GG Protocol s methrodelogy achieve aur
+ Exposureto thmate-related risks 1 2022, f 15 exoectad that me resuts of the chimale scenang SLpher
anglysis wil erfarm the amaount of potential inancal exposure 1 matenal chmate . mpacts ergagement
+ Rewerlle from climate related opportunities. In 2022, Cepta will naate e catlegonsal o7 of 1arget, as wellas
ServicES that dirgely/rdirectly @natle GHG 2mission recuclors througn custormer implement.ation reiLes aperaianal
Once defired systems will he Bousied 1o rack low caman-relales reven.es 15cope 182
- Capital deployment on managemem of climate risks and opporunities: Caoita nos ISSIONS
tha costs of achiewrg ths targe: in + ImragLee

astanlished 8 chimate ransiton olen to achiewe et 2ere o
2]

abgament wi~the gra being assessed i 207 chmate-rélited
+ Proportion of i it ta chimate cor Sanita nas exacuhive
COMMitted 10 "Moo dte perforrance agairst s chmate ' ge’s N remLneranan paley in 2022 merungratign
Mt

Other climate-rilaled Indicators monitored:

+ Mumber of sLpalers sha set tharr own soienca-bass 30 rduction tarsets nelmng tréck soaply
4Nz BMiss«ns and aanmert of SETg

Srapation of rerawake powe: kr electricty, ackirg gur fassl fLels ihasa-tut 3~ adopion at new
Grargy souces

+ Erissigns assacgtad wh bus 18ss Tavel, SOntrbLULbG [0 attanme:t of cimate targets

+ Carbofi intarsty ot Bugiress Dy rurmover 3% heatcaurt

Clhimate-related targets-

Gapna has st a range of ambt.ous targats [ reduce ts IMpact on Globel warming and g
aKpUSUe t7 olmate-relatad rskg M P020 Ceuda set and vdlidated @ néarterm SAT itk 33T
“rig gormes Capita 1o sacuce absolute 3cope 1 2 ard 3 {busimess travelh emissions oy 45°. Dy
2630 from a PGS 0ase year ) and fa: 50% of supolers by sperd across purchased guads and
seruices and camtal goods o rave set S5Ts by 2025 1 37C-ahgred] CFdta akse anraungad (8
ray zero by 2035 target arrnion i 2021 ang has sepmiled long-tem tacgers to the 38T or
valdatiop fallawena the raleasa o 1ne S5Tr's et zern standard last year This lani-erm 857
ragUIre an arba ous 90% absalute reduction of Scape 1 2 ana 3 erussIons -rom 2019 defor
couriarbhalarang resk Lal e ssions fo achieve net cero

il




Risk managerment

Risk management
and internal control

\We recognise that ettective internal
cantrol and risk management are
ential to our long-term success
and are fundamental in helping us
achieve our stratcgic objectives and
protecting shareholder value. Risk

management is a care component of
our business processes, which have
been enhanced through our newly

established organisational structures,

Managing risks through transformation

During the year, Capita completed the final
phase of its transformation by creating two core
divisions. Public Service and Experience, and
establishing a division responsible for managing
the portfolio of businesses being held for
disposal The new oparaling structure became
etfective in August 2021. Throughatt the penod
©of organisational change. the company
Mantained is focus on nsk management.

Before the organisational structure change, fully
Operational risk and assurance committees
Were in place in each of the former divisions,
Providing oversight and governance over risk
Management. in the current organisational
Skucture, risk and assurance commitiees
fiave been established at the divisional and
functicnal levels. Further work will take place
during 2022 to embed risk and assurance
committees below the newly constituted
divisions. both at a market vertical and
Dusiness Lnit level

Internal control and risk
management journey

Wa continuously seek opporturitias to enhance
aur tisk management and internal control
ehvironment and to introduce greater rigour and
standardisation in processes and controls as
appropriate During the year, Capita continuad
8 progress many initiatives. including the key
control questionnaire (KCQ) and finance

mirimum controd standards roll out An internal
control improvement programme was also
inttiated 1o take a systematic approach to
enhancing ntermal key financial and non-
fnancial contrals with & view to preparing for
potential UK-SOx attestation requirements
under the proposals being developed by the
Department for Business. Energy & Industrial
Strategy. The Board recogrises that Capita’s
control effectiveness remains overly dependent
on management interverntion and there 1s a lack
of control documentation allowing for
inconsistency in process across most of the
Group. The Board and the Audit and Resk
Committee (the Committee) do not
underestimate the work needed to ensure that
robust internal control and risk assessment
frameworks are embedded fully Work wall
continug 1o be undertaken during 2022 o
enhance and improve the standardisation and
overall effectiveness of the Group's internal
control framewark

Key control questionnaire

A KCQ process was introduced in 2020 and
compléeted agan for 2021. The KCChis used to
assess the effectiveness of key entity and
functional level controls by asking business
leaders to attest to control compliance within
their functional, divisional or business unit
areas. The results from the KCQ pracess serve
as a baseline for continucus impravement and
identity a series of improverment actions to be
implemented in subsequant panods.

Minimum control standards

In 2021, Group Finance enhanced the self-
assessment process across the business and
key functional areas to obtain assurance over
the operation of key tnancial controls. Itis
intended that this process will continue to
operate in 2022, in parallel with new and
existing contral intiauves.

An evaluation of financial cantrols is undertaken
by the senor inance team to identify areas
where these might only be partially effective or
be ingtficient It achievernent of therr purpose.
Any material issues are dealt with through
mitigating activities to ensure the effectiveness
of the existing contrals aver financial reporting.

Risk oversight and governance

A risk-focused culture and tone is expected
across all levels at Capita, reflecting the tone at
the top of the Group seét by the Board. The
Board is uttimately accountable for prowding
strategic governance and stewardship of the
cormpany, Throughout 2021, the principal and
emerging risks facing the company continued
to be reviewed by the Board, including those
nsks that could threaters Capita's business
strategy delivery. future performance, resilience
and hquidity.

The Board 1s committed to the continuous
improvement of our governance mechanisms
and risk management processes. o ensure
that risks. including new and emerging risks.
continue to be identified and managed



Risk management

ceraer

eftectively at all ievels of the Graup. As part of
this commitment, a comprehensive review of
principal nsks and their ownership was
undertaken during the year lo ensure that they
remain relevant and apprapriate. This included
determining whether any new or emerging risks
should be added 10 the prncipal nsk profile.

The Commitiee, which has delegated
respansibility from the Board for maintaining an
sifective sk Management and internal controf
system, is responsible for overseeing the
principal risks. their assessment and the
response strategies in place 1o milgate them, In
2021 the Committae reviewed, discussed ang
briefed the Board on risks. controls and
assurance. including the annual assessment of
the system of risk management and internal
controf. to monitor the effectiveness of the
procedures for internat control over finangial
raporting. compliance and operational matters.

The exacutive risk and ethics commitiee
(ERECY} is respansible for wdentifnng,
assaessing, overseeing and challenging
principal risks across all Capita’s unregulated
businesses and provides regular updates 10 the
Committee.

Capita recognises the impartance to clients and
custormars of ine financial services businesses
It operates, and the need for specific oversight
to manage and mitigate risks associated with

thase busmesses The role of the financsal
services nsk committeg (FSRG) 1S 1o provide
oversignt of the regulated financial services
businesses The FSRC s chared by an
independent non-executive director and
provides regutar updates to the Cammittee.

On a day-to-day basis. divisional and functiona!
leaders, senior Jeadership and business unit
teams manage and manitor risks that they are
accountanle for.

Bottom
up

Capita recogriises that risk cannat be fufly
eliminated and that there are certain risks the
Board and/or the senior leadership will accept
when pursuirg strateqic business oppartunitias,
However, these tisk acceptance decisions are
made at an appropriate aythority level and
reflect Capiia's defined sk appette Capa's
nsk governance framewark Is flustrated belaw.

3 Third line of defence

2 Second line of defence

1 First line of defence



agement

The Board ramaing configdant
| that our existing governance
| mechanisms and risk
management processes

will ensure that risks,

| including emerging risks,

| continue to be identified

and dealt with effectively
and in a timely manner.

Risk management process

QCurrisk management iramework was refreshed
during 2021 with updates to the Group risk
policy and nsk management standard The nsk
framework ensures that ownership and
responsibility for identification, assassment and
management of key risks and opportunities arc
embedded thraughout the Graup. The Board
sets the context for risk management through
defining the strategic directon and nsk appetite
for the organisation as a whale. The divisions,
functions and business unit tearns then wark in
collaboration to undertake a ‘top down, botiom
up' approach to identify, assess and respond to
risks faced by Capita.

The risk management process is based on risk
registers, the maintenance of which continues
‘o be at the heart of our risk management
process. Key risks in the registers have
assigned risk owners who review them, on at
least a quarterly basis, as part of the risk
reparting process. The strength of existing
controls is evaluated to determine whether any
additicnal risk reduction actions are needed to
manage the risk level to within the risk appetite
set by the Board. In 2021, our principal risk
classification was updated ta include the
‘vulnerahle’ risk level. This resulted in some
risks being reclassified from 'uncomfortable’ to
either ‘uncomfartable’ or ‘vulnerable’

Risks are assessed at both an inherent
{pre-controls} and residuat (post-controls} level,
against two scales addressing: (a) their
likelibood; and (&) their potential impact on the
group The assessment of Impact inciudes
finance, custamer & client, technology, peaple.

reputation and legal & regulatary. These nisk
assessiments are designed 1o ensure a
thorough assessment of the rigks, as well as
the associated causes. controls, miligations
and future nsk reductan actions.

A risk and assurance committee limetable
enables smooth flow of sk infarmanan
between the business units, divisions,
functions, the EREC and the Committee
Standard terms of reference, agenda and data
points are being developed al each governance
level 1o ensure risk management is consistently
reported and understoed across the Group

Risk appetite

The Board sets the Group's nsk appette, as
proposed by the EREC, to ensure that it reflects
current axternal and market condihans. The sk
appetite outiines: those risks Capita should not
1ake. those which should be managed to an
acceptable level, and those which should be
acecepted fo deliver our business strategy.

Ag part of the ongoing risk management
framework refresh, risk appetite statements are
in the process of being developed for each
principal nsk. Thes will provide greater clanty to
the organisation and to the risk owners an the
acceptable level of risk set by the Board and the
steps required (o manage risk levels to within
the agreed appette.

The next stepin our sk appetite journey 1S 10
develop key risk indicators for each principal
risk which will be implemented during 2022 and
used as a measure by the business lo assess
trends In the nsk profile and whether the
business 1s operating within appetite.

Emerging risks

The identfication of emergmg nsks is carmead
out by both the divisions/business units. using a
bottom-up approach. and the executive, from a
top-down perspective Reqular reviews of rigks.
including emerging risks and project/
programme risks, are incluged in risk and
assurance commitiees within Capita's exsting
governance structures. Capita has not identitied
any emerging nsks as all current key risks and
thase previously ilentified as being emerging
are naw ve’ risks

Principal risks

Principal nsks are defined as those nsks that
are significant for the Group and are owneg and
managed by a specihied member of the
executive team wha has accountability for
ensuring that the risk is managed within the risk
appetite levels set by the Board Assigning nsic
ownership at executive level also ensures that
an appropriate level of attention and focus is
applied in addressing the pnncipal nisks.

In 2021. two principal risks were added to the
Capita nsk profile, around cimate change and
the wellbeing, health and safety of our peaple

It is also noted that several principal rishs have
remained unchanged from pror years due

to various challenges faced by the company
and significant wark remains to be done to
improve thase rsks. The transformation to

qur new operating model will help address
some of these challenaes For mare detalls
on the challenges faced and actions taken to
address them. please refer to the CEC report
on page 10.
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previous year:

apxd

During the year, the likelihood andor the impact of two principat risks changed
The severity of principal nisic 4 below, increasad when compared with the

Fanond e o Figwemcent

Fallure to attract develap.
engaqge and retaln tha right
people for curre and future
client propesitions

previous year;

Fosk 1D

During the year, we startad 1o see a significant shift
in the iabour market winch increased the level of
Capita's principal risk related 1o our ability 1o attract
and retain cofeagues and talent, This became a key
1opic that management focused on in order o
mitigate its impact on cur delivery wilh the 1isk level
Increased from uncammiortatia 1o critical in OF 2021
A programme was astablished to address this iIssue
ana aclions are expected 1 conlinue during 2022,

The severity of princtpal risk 10 below, decreaseg when comparad with the

Falicnats f Mpvemne

Faiiure te plan tar. influence
and respond to potential
chengas in the potitical
climate

ard irnprove interral contral.

During the year, we continued to buld and mainiain
a good refationship with the UK Governmant. We
developed a Group-wide public affairs strategy with
guidance on positive interaction with political
stakeholdars to ensura consistent and credibie
engagement. The Board agreed that the likelihoad of
this tisk had decreased, thus moving the nsk ievel
from uncomfgriable to vuinerable in G2 2021, Going
focward, in 2022, this 1isk will change ownership and
‘ne managed at divisional level.

The Board remains confident that our existing governance mechanisms and nsk
management pracesses will ensure that risks, including emerging risks, continue
1o be identitied and ¢ealt with effectively. However, the Board racognises thata
number of these risks are taking a number of years to address and bring back 1o
an appropriate level. The campletion of the reorganisation 15 intended to address
this. The Board recognises the improvement made, which has resuited in Capita
being a simpler business with a stronger gperaftional platform io underpin its future
development, At Capita, the principal risks are considered over the same three-
year penad as the viability statement. They are listed and descibed Delaw, and far
each risk, we disclose key mitigations and future actions to further manage the risk
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Principal rlek and risk levei Pglenllal impact

How we manago the risk

Principal rigk and rigk level

Potentral impact

How we manage (he nisk

Faiiure to live
our purpose
and fallure
to change
stakeholder

misalignment
belween the
sirategic
objectives and
1he purpase af
Ihe business

P P
80 that we are
seen to live
OUT pUFpPOSe

Accountable
afficer: CEQ

Irar
does not changs
stakahalder
parcapbion

brand and
tgputation
adversely
impacled

cliens, sbppliars,
and peaple don't
want 1 work
with, or far,
Capita

investors lose
confldence inthe

We encountered challenges inthe courtries in which we operate and,

with the changa in our aparating modsl during ihe year, we have laken

apprapriate ackons 1o live our purpose and will endeavour to continue

taking such actions in the fulure.

Mitigalion actipns in 2021

+ Defined and published aur net zera targets which were accredited by the
Science Based Targets intiative (SBTH

+ Mads positiva progress on our diversity & inclusion (D&1) agenda by
taking action an gender and ethnic diversity at Beard and Executive
Committea level

- CEQ chairad the BLM advisery group, overseeing targeted D&l initiatives

Cantnbuted to broader socetal skills challenges by supperting tha UK

Governmert’s Kickstart scheme:

- Funded Covid-12 vaceine programmes for our colleagues in Sauth Africa
and India

- Held preactive, open and honest engagement with aur clients and

calleagues Lo batter undarstand how wa can eontinue to elfectively

support them

Iningted aur vinual first 2pproach to working, demanstrating our

commitment lo our values

Fallure to
innovate and
develop new
value
propositions
tor clients and

nabuty 1o grow
and devalep Mg
new Mar<ets
fai'ura to
competg with
othars whe are
Ancvative

Caplahad s x dverse div.sic1s and bus nesses which i ted aur abdity ta

fords ard INAvee and develon new custen e value preposiions The two

newly tarmed duasions will f[acus o grogressirg our intovatar strategy

Mitigatlon actions In 2021

- Develeped = digita marcel shiategy 1o help Pub ¢ Serv ce (PS) dently
where Il neads Ic develsp capabties and mprove ts ways of working o
allow us ta cempele more effective y i the UK publ ¢ sector market

Group's ESG Future actions
crodentials + Establish a responsible business committes, to overses all ol our
respansible business and purposeful mitiatives
+ Further focus on how we dslivar social value, and haw this compfements
our cora servica offernngs
Failure to + inability to evolve  We have intreduced a new aperating model and created two divisions and a
define, and daliver asposal partfolio. The two newly created divisions have developed their
resource and Elréﬁeg1c madium-tarm strategy in the year and will now locus on resourcing and
execute the . ﬁjz;’:::fﬂ executing their strategy.
right medium- dosisians with Mitigation aminf\sin 2021 .
term strategy sub-optmal . Irppleln]entedchent-centm: market vertical operating made! o
returns + Simplified and move focused Group strategy with hwo core divisions
Accountable . inettactive Iocused on growth .
officer: CEQ proritisation of . F!egularma\og@ batwean ?nard, Executive Gommittee and dndsional
capital CEOs_ cn evch{llun and delwe:ry ?l‘s!ralsgy
- westmant + Greation of 2 disposal portiolio diviston lo monetise non-core assets to
- misalignment enhance qur balanca sheet pasition .
botween Grap Astrengthened balance sheet, enanling more facus and flaxibilly en
and business ophimiging our strategy
objectives Future actions
« gificultto + Embed the operating changes and focus on growth in aur areas of core
articulats and compalencies
aptirse - Gantinue 1o disposae of porttelio businesses al tha nght price to reduce
investmant case dabt and improve liquidity
for investors

customers soossofnewand e b s nenracture has been recrytad o PS to welp deine ard
Accountable ;;‘:;';i;‘ﬂ?:ss 2evelop e requ “ed lech stack wirh “acknalogy Saftware Solsors
. ' 1 T335 and tre 35500.418¢ 1900 panner acasystem
alficers: + eroded comporale | pog g an pad-omend oraduct management | tecyele ncludicg rrovatian
Dwvisional GEQs posilon 1 the - Ci=ated atechnalogy & product faschicn to manage and gavern
et end-o-end lechnology Iecycles
. - rtrgr developed muttil ng aal convarsatianal artiticial rtell gerce
capabity 1o combne witn Smartmate (Capta’s language capadil v ‘o
exlend to cther ‘anguages 1o $Jppsrt consumer engagement
Future actions
+ Continue ta horzen scan new cuaslomar valus prapasitions
+ Develop stroncer stralegic partnerships w th xey tachnclagy groviders 1o
enab'e us tc belter .everage their produsts 1o serve our ¢ lents
- Explore opportunil-es to nvest -nthe imngwation and product leams 1o
bu Id futu e capabrily
+ Roll gut of the goverrance proguct hiecycle
Failure 1o < Inability to win \Unprecedontad rec-Liment activ iy in the abour markst and unpreceranted
attract, new WGrkolr levets af Uk employmmert have had 8 dramaticimaac: on o attrit anlesvels
develop, delivario clienls A ~mulhyear pegple plar will locus on attractng  angaging, reta.n n and
engage and f‘”e luriack of  dewloping our employees and ren.ce atrvon levels
retaln the right . ‘::::'cke; Mitigation actions in 2021 :
people for personnaiiack of = IMtracuct an of mora dexible fuiure ways of waking
+ Further mpmyement and standardisat on of recrutment pracess snd systems
current and successian - Listemng fc wnat o co ‘eagLes arc telling s and turaing these nlo
future client + inereased stalt achonabla plans
propositions iar:gr‘g:::;dmsls « Fan dwersiiy and INCILEan Swarenass and raning
B - Employee perlormance reviews ta halp dentty opportun bies for
Accountable from buyingin development and increase engagement
officer: Chlef zgﬁ;;;rg:s - Refer-al scneme far coleagues o recammend cardidetes
Peopla Officer . poor pnancial Future sctions
pertormance = Further develop cur people propas tion and attract.on stategy 13 respound
- resuiting in to market abcur cha lengas
inabilty to grow  * Continued facus ¢n ensanng c ompet live pay and rewa d packagss
+ reputational + tmplement & clear, consistent demand p anning metncdo'ogy which wi'l
damaga enable proact ve recratment and reteatcn

Ratierdlse arg reduce screening nme for candictatas and remewe
seresning whee ot required

Introduce a caraer patn hamework whic enables pecple to plan and
develap their caeers




Risk management
TaLnd

Feine

“<h ls o1 Potenlial ympaet

Failure to - patentia for new
change the chents not ke
culture and want tu coniract
. vath Capita
practices of Jnabe to athact
Capitain line s0d refain taent
with our - negalive
respensible separate
business repiilaton
nampais oL
agenda at Ity t dever
Accoumable sustainable
ar CEG grewih
atticar: CEQ L o st
engagement

and dematwated
stalf 'eading ta
attrton indenng
abiity 1o daiver
stategc
cheetves

Haw we manage the risk

e wall astablist 3 rosporsioka DUSINGSS Cormitiee to cuersae il our

rasponsib & busng ss and purpo sty nita o embed Sur purpuse,

vawes and behav oL's and 10 dentiy eppartunit 65 that w.l enabie us

{g furthes 1migrave Bur Dature amd deve o bieller workeig prachces ki

OUr peaple

itigation actions in 2021

Irniaied 1he reneaw Cf our cparating mcasi o dently cpponuntas Ihatwi*

onab'e us tp furtne: IMprowe o callars and gavelap belter wa-k 1g

praclices fr oui prople

- Updated the B ag.Bogk i lina with our respensble business age da and
focLs uncur clent commilments 1o des ver tetter outcomes

+ Contirued tg embed Gur purpose valles and behawiours thgugh contart
review cammiliee, oid vidual objective sefling manager commitments
manaqger devalcpment th-ough -nanager acadermy and mduchon module

S et cus on D21 &0t vites rolud 19 eployee Metwdnc gre ips
anti-"ac 18I (raing Muludl menfcnng diverse hinng pract ¢és and peop e
Sulvey analysis by demogragh ©

Future actions

+ Regular engagérertwinour collzag 25 drvng improveents ident
from annual emptoyes survey and ampnasis ) the gt tone frzmthe top

© Implgmentatan of d verwly dashboards and repartng 1o enab.e the
et gatran of remedial act ony whe-e egarad

- Eibedting of puseferpoyes survey methadsiogy and acion pianmng

- Implement phase two al the HA transtan™ ahor pragrarre

+ Launch Gap 1a ieadership counc

P1inr 132t 1 ae amd nskirol Potential impact

Failure to
protect data,
information
and IT systems
Accounfable
aotficer. Chiet
Technalogy
Ofticer (GTOH

How we manage the risk

loss or thedt of
gophdent abchant
o customer data
LUg 10 Cypar
attack

- dsmuptonlo

business
pperationg ol
Capta and.ar ts
customa:s die o
cyber aHack
1255 of ane o~
more of Captas
data centres
reputational
damage leading
to lpssof new
and existag

bus 1ess

Adecantraised 1T [andseapes wih agairs wechrokigy are yeass of

LRS- ESIMENT i1 OLE 1T SIS NAS e 4 & Chislenge 'ar 1810

erhance our 7 Airastractu In oy trangfonmavon we creges a TSS

functan that wil sgad o prav drmg apefaicrts cverseihl and mantie 5g

af DUF T SYSEMS A0 INT2SIUCILN 3CFass The comaary

Mitigation actions in 2021

- The T5& 3m Zemace furction ras beer craeate br ngig together all
g techno Dgy services G & single funclion 1c slandardiss and ennance
processes Jenvanng d gital transkornat an and cybar secu ity
Impiemented improved toghing and procwess to nerease data secu-dy and
raduce the 75k ot data Ieakage.
Impiemented addrhanal secur ty cont-als fur the e Jser to reduee te
poasibly of ransorfware or virus attacks

- Continued1a faise Syber security awaieness across Capili via mattmed.a
propects fo ensura sveryone 'y understands their cle n protecting data

- Confinued to Const 'date smaliar dula centres aito modemn pupsse-bu it
dala centres wilh incraased "efence

- Contnuedto raduce and of ife Gt of sLEpar 4nd nser a5Etss

- Pewvewad ard m igated sectity nsks sed 1o ard. o systems
and seryiges

Future actions

- Sstabhshmart ang execuan af the fechnology siratagy for 123 and e
WideT BLSNESS 10 MrAGLEE STarCardisanyn and F amans=101of Capytd s
I \anescape:

- Enhance t1e Lde standng and reassessmert sf e pan-Gapita
techralogy sk prote oy crealing a certrat sed rak register

- kienbly a wear -ead mat lor lechne ogy 1o ensare Ll to-raight of any
wpcaing 1echvlogy cbsoescance

FOCUS 0N A cerraliser and holshic view of tha |7 asset 2state

+ Embedprocess and furums to gnsure cont nucus alignmeant ol tecanocgy
across Cap ta

- Develop and ennance ex sting proceduras armss Capla w meaker and
—anagE mergirg learnalkigy rst expas, re




Rusk mananement

Principal rick and risk leve!

Potential impact

Haw we manage ihe risk

Principal rI5k and rigk lave! Pelential Impacl

How we manage the risk

Failure to
sacure new
contracts and/
or extend
existing
contracts

Accountable
cfficers:
Divisional CEQs

w088 af contracts

nabty ta
Actu s New
business
cont-act terms
and sarv oe
comEINets
are nof et or
Lnderstand
exposue W
unexparted
costsices!
ovarmLns ar
DIErOLS bar s
brand and
reputatcn
damaga
Aaanc. g claiTs:
pena ties and
stner dispates
wvitth cliats.
adverse :mpact
cncanlract
proftand ty

‘& continLe 10 10 ard win nesk COMacTs Ihat we are corLdent we nave the
“e500/0aS and proven 25ord 13 Seliver on The S G OLr new aperatng
rrotel snaald allow J8 to develad ard exec.ta our Go To Markat grow
strategy sesure new raniracts 11 Iing wih cu° core compatencies and g ve
us greater chances 1or Growtn

Mitigation actions in 2021

+ Imp e nanted ma-ket vertcals in Exparence that are aligrad with
operatng medel governed thvsugh desigr authoriy to ensura 2igimeH
wth growtn st-ategy

Business deve apment board estabrsned to drive pricr Iisations fur growth
racused it atves

Embedded bi-menihy sales cadence 2a 5 lo ‘ev ew prograss and
cha'enge 1ssuEs

Aligned gur tecnnoisgy anwd product capabilibes Lo ensure we hava
appropriate d gita' salut ans

Future actions

+ Aerresh the corTact review commitiee (CACH policy 2nd deal review
process nc.ading incorporaticnaf new HAS, safequaiding fish
assessmanls and deve op a fraud rsk assessmant process

Aefrasn and rall aut the SR post-Ceal review procass

Assess and reiaunch salulion brefcase 1 Pubue Service

Creveop and embed the Pubiic Sarvee playbock ifor exampe now tc use
standard contracts)

- Upddts delegat ar of 3.tn0n1ty ™atrices g retiect ne x ways of work 1g

- Improve cocrdnation between Parsul Procramme and Perlormance
teams

Ga-ergaton of dur 36 To Maska strategies 1o nilyenca markat rands ana
sotons

Drwing up our digital capatilty wrich wil shiape oar future progosticns
Furtner develop chent accaunt plans that are centred cn elent and
ndusiry proklem sawing

Fatlure to
delight clients
and customers
and deliver
contractual
¢blligations
Accountable

officers:
Divisional CEOs

ioss of exisling
comracts.

brand and
Teputalon
damags

limitad or no naw
business

+ demotivated stafl

leading to
attrtion and loss
of capabilityf
capachy
financial
penalties and’or
sarvice credits

We will a0 more to delight thase we pravide senaces ta and by Irtreducirg

Gyr new custemer success framework and providing monthly governance

Gver our contract and software performance, which will alfow us taimprove

the services we prowde te our custemers and clients

Mitigation actlens in 2021

- Established monthly governance over contract and software performance
and waakly review of SLA/KPI to erhance service delivery and lacus on
achiaving custamer ssrvice abligations

- Newways of working pragramme {move samme services to work fram office
1o home into busingss as usual salution) rolled out using project
govemanca methodology

Future actions

+ Conlinue development of the divisional operating envirenment to drive

simplfication and strengthening of service galivery

Increase autarmation of devaloprmsnt operations

Undertake impravements to operational perfermanca reparting, ta suppart

eaner dentification of polenifal perfomiance concems

Undertake risk reductian operational maturity assessmants to identily

apportunilies to deliver better outcomes for our clients

identify commonality in fallures or issues acrass divisions, and address

through coordinated action

demand planning 190l to bettar predict and manage

recruitment pipeling and mitigate artrition risk across the business

introduce a new customear success framework.




Risk management

Frine'nal s 1 and <izk 171 e Polgntial impact

How we manage the nsk

POz Ral kasd ikl

Potential impac)

Failure to
develop and
malintain a
risk-based
system of
Internal control

Accountable
otticer. CFO
ok

i
we i

Fallure to plan
for, influence
and respong
w0 potential
changes in
the poalitical
climate

Accountable
ofticer CEQ

. taud
misslaterent
andiraccurate
finaneia
reportrg
-aater
cequlalary or
¢ entsorat ny
* incraased casis
associated with
risk fermadiatan
achvdes
breacties of law
statatory a1d
Ipgal repoting
'sating
requlatary tines
Gl

5EWIoeS $ECtr
and Ioss of wey

damage gnd
adversa modia
nterest qod ng
to nati ty g
serure raw
contracts

+ Covd-19 has
contrued 1o
drive e
fermulaiic of
ngve policy Bt
speed gliacting
1ne oparatcnal
eny renmeant i
the busness

= possb tyol
additona
regu atory
cnanges by naw
GOV ImEn
mpact

Lratgn

Ouir wbaral conlian ellacivencss & dependent an manage ment axpanerce
are riarerlion A mutli-year Ganizel rarverment drograr ='e nas bean
prartaly :mplenerited b prog ess has been mpacted by (e regrgansaticn
A+ Cnanges o our rance systems epRraach The mave w iwe divsiang
AIMS 19 2dse 1e Sirpifcanen Stancardisaton, aomaior a0
OOCUMENLalio OF artrals N gur key BiSINGSS procasses

Mitigation actions in 2021

« The KCG selt-assassment process was furlrer -afirad ana implers ented

TPIS HrOGEsS MEOLIMEN ewlry DUS: 1655 l2ader 1 attes! 0 Comphancs wir a

core 58t of contrals

FHISK a1 GSSUTATCE COrrmIress Ware sstablsted ar daasion lgve)

Aprogct o standardise and iImprove our Brocess and contiols

documentat onwas aunched

+ Tre dategation of actrarty document was revsad o March 2021

Future actlons

* BIEVIASe INANCe pRaesses &g anmrals

- burtrernmonove re soverage of finarcial poicies and Jssoc.aen
stawdards

- Fefresh and uanzre e Jelegaton af 2uthor ty docoment following the
mplementat an et ng new d v Sicnal structueg

ig Tidy BNCOUMAS 'TEreased volarity i GovernTent sper
fq reduce debt accLulared duneg e pande o Qs coriruad
sommiment ta beng a lkading rasponsble business CLr réputation far
reliabwe denvery al Seex c oontiacts that enhance soc.al 4l i e emam
Qur Key DEUS
Mitigation actions in 2021
Engaged with government and othe- stakehalders in - esponsa o Covid-19
b ynderstand golcy ' Tpacts an Gapia
- Monored now pel.oy developments and underteos omizen scanming
for puabical regulitary dad suanomc developents rpacting
peitoal ol mate
- Ergaged with Severvman T anc her garkes 18 ¢ reguUINGnR 0 protmigre
and pratect raputaticn
Future actiong
+ Cunt e to engage w1th UK Govern ment and others to promcle and
proast vapfaian
= Guntinue to men o por oy developments nelud ng emerg ng pians for
GONSIMTANE| Sy agIc ODieGveS Rchiding leveling us

0 BStrey seek

Falture ta
maintain
financlal
stability and
achieve
financial
targets

Accountanle
athcer: GFG

= Gaar sas e
and bigh levers
o debi reduce
ity ava.iable
1o muest in
business
developmenit
and g-owth

. oSSl
sharezider
va'ue

* ioss of investor

waridence

How we manage the Hsk

Asaresuialt Dowda2 tag rmpact of governrien patcy © et wibngnass ic

spend 854 Our nabity t0 centnue t nnovate and haw2 the igsoutes

ava Lah? to fulil Gorrac tudl yolgdtions feve ‘mpacted ac Andrcrat §tacdty

and the sirengtn of our balance sreet

By t-ansterr ng ke twa div siaas and creatng a disposal Rorticho wnch

consists #f businesses we a2 ocking o dvest we aim 1a bz better planed

to redace debt 1ocus <essurces on two core diyisions and reduce Group

avernead wihitre am of celveirg susta nable makenal tree Cashlow

Mitigetion actions in 2021

- Otiaimed teder cortsent far BUSITESs FSPTIME WG rad.ired

» Complgled tie dispasal ol Eoucaton Scftwass Sourars and AXELOS
bt fhe s of 2021 and anndunced the safs of Secure Somf uns ang
Senntes Spetialst IMgLrAnge and AKT-Eynex durng (ha e

- Becured o exf@ngus i) the Group 3 aeahar credilt \ace 'y 1[5 37 |

- Completed tie tnennial pewion wailaton

- Contaued riose foc.s on wgrong Lagtal

Future actions

+ Caomp eton gf rema ning planned disposals of bas nesses

+ Agreeing afurther exensior ' the Groups HCF and at~er borawng
far It es as appopr ats




Risk managemant

. r

Principal rlsk and risk {eval Potantlal impact

How we menage the risk

Principal risk and risk level Potential impact

How we manage Ihe risk

Failure of
Capita to
protect the
welibeing,
safety, and
health of ail
Capita’s
employees,
the people we
work with and
our service-
users’ '

Accouniable
afficer: Chiet
General Counsel

paar health,
inury and ceath
of colleagues
and service
users
legistative
breaches/
prosecutions,
including
corporate
manslaughter

costs assocfated

with
campansation
and litigation
reputational
damage
increased levels
of i

Covid-19 has had an impact an tha haalth, sately and wellbeing of aur
peapie, mast of wham have been warking from home for almost wo years.
\We have created Team Heaith wiuch will foews on pratecting and impraving
the wellbeing, sarety. and heatth of aur employees and stakehokders.

Mitigation actlons In 2021

- Improvemants in the use of CASPER health and salety toal and
Improvernents ta SHAPE for homewarkars arg office workers

- Embed the Group clirical governance framewark intc the new corparate
divisional structure
Implemented the Group Safeguarding framework including new risk
assessMent process and training modules

+ Introduced the new wellbeing framework.

+ Transitidned 1o & new occupatonal heakh provider - Heakth Partners

Future actions

« Develop and implement a culture of ownership and accountability for the

wellbeing, safety and health of qur pecple by Group, dwisional, and

business leadership

Initial and valhdation of Caprta's legal and statutory wellbeing,

and recruitment/
rglention
challenges
increased
insurance
premiums

loss of contracts
ar inability ta win
new contracts
reduced
willingness af
CONNACICTS o
work with Capifa

salety and health requirements

Embed 4nd assure CRC HSE & Saleguarding risk assassments for
new contracts. .

Update approach and progess 1o wellbeing, safety and heaith incident
and neak-miss reporting, managemant and analysis

Faiture to
adapt Capita
and ts
services to the
impacts of
climate change

Accountable
afficer: Chief
General Counsel

wrpradclab 2
shift in maikets o
low carkon
leading to
ncreased costs
and ieduced
revetue

¢ Increased cost

and uncertainty
chinvestment n
new technclogy
and substitaticn
of exiching
prodacts and
saces
“epulahgnal
threats from siow
adaplation 1
climale rnange

+ inereased cost of

regJlation and
dera-bomsaton
resuliing fram
transtonlo a
lower carken
Ecanamy

impact ¢r
nfrastractare
scrvice delivery
and sugly cha n
From gxlieng
wealher evenls
mipacts of glota!
warming in
different
terriones o
business
continuty and
staif weltare

Tre trveg: of Jlobal warming nas meant tha: Gur Fansiien i 2 low sarsen
HCANaMYy requ res a tundamenla change in how we nanage au: supply
AN SUr DPerarens and Now we assess cnang.ng demaznd and behaviours
N our makels have develaped a mult-yes eqy that will allow s o
became caroen nautrdl 2088 aur entira footprin: Dy 2035

itigation actions in 2021

Estabhshen 15C saence-based carbon redaction targets vanted by
38T

- Dot tted 1o full et zeo Carbon by 20:3% wah irtervn m lesiores in 2025
and 2030 with camarehersive sipporting busness olan 2nd Gevelepmert
of perfarmance meincs

Increased the propert on of supply sha n spend backed by s ence-basod
ca-bonreduciizn largats

Wt g WATES NS 107 10 100% ranawabls pawer 32rass our prape-ty
portfoia and ks 1ybnd and eectuie leased vehcles

+ Developed a dedicated management inlgr-iahon looi ta meon tor carbon
BMISSIONS by actvity region divisign, iunal'on and business unit

Updated the travel pohicy o reduse rave: and camrut ng gronhs ng
wirtial first approach

Future actions

Link obecives and STIF borus a et zerg init atves from 2022
Apviewtne HSE policy o ncluda speaitc ermarsimertal factors and
creaticn ol a new enwironmenta. standard

Engage with supgiers and C.slamers to ensure -esilience 1 tanstional
and physical ol mate sk, developing low carbon business sclut ons
SJPEEring Net saro commitmants

- Fuihesertclency, renewabile gnargy and wavel reductan programmes




Risk managemant

ANV

Viability statement

In accordance with provision 31 of the UK
Corporate Governance Code 2018, the Board
has assessed the wiability of the Group and
Parent Company over the three-year period to
31 December 2024. alignixd with the petiod of
the Group's hoNom-Up business planning
process. The Board believes that a three-year
penod provides sufficent clanty 1o consider the
Group and Parant Company's prospacts and
facilitates the development of a robust base
case set of financial projections against which
sevore byl plausible downside scenario stress
testing ¢an be conducted.

The completion of the Group's muln-year
transformation programme during 2021 has
created the plattorm for sustainable improving
financial performance which underpins the
wiahiity of the Group and Farent Company. The
Boeard parficularly notes the ollowing deliverables
from the transformation programme.

- The simphfication and strengthening of the
Group s ergamsation design establishing two
core divisions focused on public and private
sector markets providing a platform for a
return 1o revenue growth and delivery of
effisiancy sawngs

= Asignificant reduction in the Group's cost
base. with cantinued in-year savings in 2021
af 123 wiuch takes the cumuldbive savings
during the transtormation programme to
£428m This has successfully addressed the
cosl compelitive abjective which was a core
etemeant of the transformation programme.

+ The ongoing successtul execution of the
Portiolio business disposal programme which
has realised net cash proceeds 1otaling.
€.£900m since 1.January 2018, used to repay
maturing debt. to malke furiher deficit reduction
toninbubions to the Group's mMain defined
nension scherme and to invest in driving
growth in the remaining core businesses.
The repayment of £ 4tr of dett, ncluding
lgase labilities, since 1 January 2018
- The suceessful extension during 2021 of
the Group's revalving credit facility (RCF)
6 31 August 2023
+ The payment of ¢ £300m of dehcn reduction
cantrbutions o the Group's main defined
nenefit pension scheme since 1 January
2018, and the commitment to a further
£105m of deficit reduction caninbutions
across 2022-2026. which should enabie
the scheme to reduce its reliance on the
covenant of the Graup.

The foregoing elemenits of the transformation
programme provide the backdrop to the
three-year business plan approved by the
Boarg in February 2022 and are key factors in
the Directars viability assessment. The man
assumptions undearpinning the base case
financial projections in the Graup s business
pfan are set out helow

+ Aewurn to organic revenye growth broadly
in fine with market trends in each of the two
core divisions

- Operating profit margin expansion over the
business plan penod refiecting the benefit of
aperating leverage coupled with ongoing
efficiency delvery

+ Improving operating cash conversion as the
structural working capital drag from a smal(
number of large legacy transtormation
contracts diminishes,

- GCompletion of the Portfclio dispesal
programme during 2022 and 20623.

+ The refinaneing of the Group's £300m RCF
following its maturity in August 2023,

The most material assumptions from & viability
assessment perspective. which are alsg
gentified as matenal unceriamnes in e severe
hut plausible downside scenario in the going
concermn assessment provided in section 1to
the consohidated financial statements, relate to
the completion of the porticlio disposal
programme and the refinancing of the ACF.
Capita has 2 sirong track record of executing
major plannad disposals and has been
suceessiul in obtaining new and extended
financing facilities over the 1ast few years.

As such, in concluding on viability the Board
believes that it is reasonable to assume that
the Group will be sutcessiubin executng the
disposal pragramme and in refinancing the
RCE w hine with the assumplions underpinning
the base case finannial projectons

The three-year base case financial projecnons
wete used to assess covenant compliance and
liquidity headroom under different scenarios.
This analysis Included assessing the sensitivity
of the financial performance of the Group to
changes in trading conditions including reduced
rales of revenue growth and efficency delivery.
In zddition. the viability stress tests considered
severe but plausible downside impacts on
covenant and liquidity headroom from the

crystalisaton of specific nsks ncluding thase
setout N the principal nsks secton on pages 57
to 61. The stress tests covered potential
contract claims and performance issues,

dafa breaches. cyber-attacks and defays in
execution of the disposal programme.

The nsks applied have not baen probability
weighted but rather consider the impact should
each risk materanse by applying a 'morg ikely
than not' test These wide-ranging risks are
highly unlikety to crystalise simultaneously and
therg are mitigations under the direct controf of
the Group that can be actioned 1o address a
cornbination of risk crystallisations that may
octur under a severe but plausibie downside.
These have been considered inthe Board's
viability assessment,

Based on this assessment, and reflecting the
Board's confidence n the platform far mproving
financial performance resulbtng from complation
of the transformation plan, the Group's ability to
refinance and fo execute the approved disposal
programme the Board has a reasonabie
expactation that the Group and Parent
Company will Be afiie fo confinue in aperation
and meet therr liahilities as they fall due over the
period of the viability assessment.

The sirategic repor} was approved by the
Board and signed on behalf of the Board:

Claire Denton
Group Gompany Secretary
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“Chairman’s

‘report

Board strength and resikence is essential ta
operate successfully during a period of sustained
disruption. | am therefore pleased to introduce
the corporale governance section of this Annual
Report and prasent my introductory statement
on Board governance during 2021,

Board leadership

The directors of the Comparnty in office at the date of this report are listed o pages 67 and 58
There were several changes o Board miembership during the year. Tim Weler was appointed
Chief Financial Officer {CFO) and Executive Director an 12 May 2021 as a parmanent replacement
for Gordon Boyd, ur intenm CFO Dawd Lowden was appainted Nen-Exacutive Directar on

1 danuary 2021 and David became Senior Independent Director on 1 harch 2021 fallowing Gillian
Sheldon's retrement from the Baard on 28 February 2021 after eight and a half years. Neelam
Bhawan. an experenced leader in the technology industry, was apponted Non-Executive Director
< 1 harch 2021,

Andrew Withams retred from the Board on 11 May 2021 after six years' senvice and Baraness Luecy
Newville-Rolfe stepped down from the Bozrd on 14 December 2021 followng her appantment by the
Departmant for Work and Pensions to lead a review of the state pension age. Gn 1 February 2022,

wa appanted B Nneka Abulokwe OBE to the Board as Non-Executive Directar

We are careful to ensure an appropriate balance of time commitments for each Board member.
Directorships are reviewed regularly and any proposed external appoimment 15 consiaered
carefully. Dawd Lowden was appointed nori-exacutive director and chairman designate of Dipioma
PLC on 19 October 2021 and became chairman on 19 January 2022, David will retire from the
Board of PageGroup plc on 30 Apn! 2022, Matthew Lester was apponted non-executive director of
Intermeadiate Capital Group plc an 1 April 2021,

We remain committed to workforce engagement and highly value the engagement of our employee
non-execulive directors, Lyndsay Browne and Joseph Murphy, iIn Board ciscussions We have seen
the value of their input iInto Board debate and we continue to believe in the Importance of bringing

Caphapla
- Annuat Beport 202t °

1 ¥

The majority of meetings
in 2021 were held remotely
using video-contarencing
technology.”

therr coninbutions into Board committee meetings Both Jaseph and Lyndsay camplate
therr three-year ierms n the summer of 2022 and a recrutment proceass for a replacement
is ongoing.

Board diversity

A diverse board broadens perspectives, enriches debate and ultimately improves the quality of
deaision making and we actively seek 10 mprave the diversity of the Board As at the date of
this Annual Report, we continue to exceed the 33%. tasget for female representation. and our
ethnic diversity has corinued t© mprove with the recert appoirtment of Nneka Aulokwe
Further information an dwersity in the Group 1s on page 44

A December 2021 1 Fehruary 2022
Female representation 307 35%,

Reappointment of directors

Allmempers of the Board wilj stand for re-electon (Tim Weller ana Nneka Abulokwe for
electian) at the annual general meating (ASRY 1N FAay. All continuing Board members hava
received a formal performance evaluation which demenstrates that each director continues lo
be effective and committed to the rale.

Meeting schedule

The Board has a standimg schedule 1o meet six imes a year but holds furthar meetings as
required Board and commitiee meetings are structured around the Company's hrancial
calendar, Agenda planying 1s undertaken in advange of every meeting to ensure an apgroprats



Chareran's repont
centmeed

allocaton of time g important topics. The majority of mestings held in 2021 were held remotely
using video-conferencing tachnology. Fhysical meetings are held where appropriate under
prevaiing Covid-19 candimons and relevant guidance

Senior management

We review regularly the structure of our businesses and management to ensure they remain
apprapnate. The Executive Committee comprises the divisional executive officers and functionat
heads under the Chief Executive Officer’s (CEO's} leadership.

Board effectiveness

Carporate gavernance pringiples

We ¢ontinue to pursue high standards of corperate governarice and business practice. including
the principles embadied in the 2018 UK Corporate Governance Code, which permeate all aspects
of the Board's actwty and are reflected throughout this Annual Report, Further details on the
application of these principles are signposted below

Leadership and purpose: ariculation of Capita’s purpose on the inside front cover and page 4
[rvision of responsibilities: governance framewatk on page 70

Camposition, succassion and evaluation: Nomination Gommitize report on pages 84 and 85,
and Board evaluation section below.

Audit, risk and internal control: Audit and Fisk Commitiee report on page 94, and mtermal control
and risk management statement on pages 53 10 61

Remuneratian: Remuneration Committee report on page £6.

Board time allocation

Boﬂrddtmﬂonlmglhb‘ltenure -




Lo R P I S P )

Culture

We recogruse the importance of cllture as a significant driver of business sustanataity The Board
receives regular reports on HR activities that enable it to monitar developments in the Group's
culiure and provides supporlive challenge lo management. The dashboard below is an aggregalion
af key measures infarming the Board s assessment of culture. and further infarmanan on each of
these, and the Group 5 approactT to mvesting m and rewarding 1ts workfarce, i set out n the people
and respansible business sechons of the strateqic report on pages 3510 39 and 4210 49.

The evaluation concluded that the Board had continued to perform well during the pandemic.
Parucular strengths were Board culiure, stakeholder retationships and govermance and compliance.
The evaluaton also identified certain Aspects of the Board's work that could be improved and these
areas. set out in the follpwing lable, were highlighted and discussed by the Board when the
evalugtan indings were presented,

Find|ng from 2021 evalyation

Sugcessian plarmng - further n-denth focus neaded to
ensura Board compozition = appropnata for the Group as

Proposed actions In 2023
Allpcate addi.anal tme. Acldng on the Momnatien
Cammittee agenda Yor "ev ew and discuss an ot

Metric 200 2030
- = — it shdts focus Irem 1-2nsiarmal 9n 1o g owtn SJCCISEION P3N
Mavemet . 1 empliyes net framater $G4ne (2 measiig af emplayee satgractgn -22 paints +7 parnts —

e = - - — " ” P Sirgtegy ~Board has ngmly "ocused o1 maragin Algate Board ime tor addtional reguias d v sional deep
Pedple sUrvey reso0nse ratd 8 Measus 0T emplayee engagareny 6% 2 pangamiz am.d & ~ore complex ard [@rgihy turargund  dive “ewiews as part of the overall stiategy debale
Employee raling ot manager commitments (z measure af Fow managers | ve our values 8% B2ea than orgiralty emvisaged Adatianal faeus an lang-term
a-d genpnst-ate aur behavinursi strategy far the tan 60re diviSiuny wolld b2 benefieil
woluntary urnover (a measure of emplayes commitiment; 0% 200, Eoard skills matnx - cebate ant sgree a Seard sklls This Fas row baer undenaken

Afihough it 1s pleasmq to see the increased rating for managers (a 5% annual ncrease). the factars
behind the movernents in employee net promoler score and voluntary turnover are being
investigated and understood. The CEQ and management team are treating this very senously and
will Be t@lang steps to address these areas during 2022

Board evaluation

Board evaluaton is undertaken annually, with external evaluation every thres years. An exiermal
evaluation was performed in 2021 by Independent Board Evaluation and key findings are sef out
belaw, togethar with actions taken during the year In response to the 2020 mernal evaluation,

Finding frarm 2020 evaluation
Trangforthaton — ¢rgang develdpran and gelvery g
tha transkarmatian strutegy inc uding ba.ance sheel
strength racuchion ot operabon al cor plex ty ana 1award
INCEMLIVeS 10 reflact Qtectives

Aigs maragernent ramework — with the Aucit and fish
< tieg revigw changing risk profiles with the
transtormation stiatagy

Actian In 2021
Revised lemuneration pol ¢y inc.uding new restncted shase
award wos approved Dy sharenoldess atthe 2021 AGI

Certzan pracaal rgks were aliocated S0E0I tma far deen
dive rev.aw, paiticuiary tose impacted by the
translormal o, such as cybe and IT resiliance.

The external evaluation of the Board and its committees was undertaken by meeting ooservaton
and personai interviews with each Board member, the Group Company Secrétary members of the
senior management team and external advisers. Findings were discussed with the Charman and
prasented to the Board Committee feedback was presented to the relevant committee char and
the Board's feedback on the Chairman was discussed with the Senior Independent Director
Feedback on indnadual directors pertomance was prowded by the Charman as part of the annual
review process.

mairy aigned to e redelined strategy

Remuneration

Followng consuftatien with major shareholders on the new restncted share plan for exacutive
directars, a revised remuneration policy was approved by sharenolders at the 2021 AGM. Further
detals can be found 1n the directors’ remunarabion report on page 103

Corporate governance and committee reports

The following pages in this section consist of our corporate governance and committee reports.
I'nope that you will ing these and the entre Annuat Report informativeé The Board will be happy
1 recewe any feadback you may have

Sirlan Powell

Chairman



Board members

Chairman

Sir lan Powell O
Chairman
Appeinted: September 2016

indepandent at appaintment:
Yes

Key skilis and experience: Sir
lan was appcinted as Nan-
Executive Director on

1 Septemper 2016 and as
Charman en 1 January 2017, He
1s @ Charterad Accountant and,
balore s retirement in June
2016, was Chairman and Senior
Partner of PwC UK petween
2008 and 2016,

Other current appointments:
Charman Police Now: trustee of
The O Vic and of Welbaing of
Waomen: and board member of
Londun First

Executive Directors

Jon Lewis

Char BExeautize QInicer
Appointed: December 2017
Key skills and expetience:
betore jwming Capita Jon was
Chiet Exacutive Officer of Amac
Foster Wheeler Prior to that, he
had a 20-year career al
Hallipurton Company Inc, where

he held a number of senior roles,

including Semor Vice President
and member of the Haliburton
Executve Committee

Board respensibilities:
managing and develaping
Capila’s nusmess to achieve the
Company's stratagic abjechves.
External appeintments: board
member of Equinor ASA

Tim Weller

Chief Finangial Qfticer
Appointed: May 2021

Key skills and experience:
helore joining Capita, Tim was at
(343 tor Fva years as s GFO and
for three years sefora that as a
Naon-Executive Director He has
many years' experiznce as a
CFO with Innagy AWE Thames
Water. United Unlities, Cable &
Wireless and Petrofac He spent
his early career at KPMG where
he traned to becoma a Chartered
Accountant becorming a partiner
n 1997

Board responsibilities: overall
conlrol and responsibility for all
financial aspects of the
business's stralagy.

External appointments:
Nan-Executve Director of

The Carbon Trust

Capitaplc © |

Annual Flepnrtrzﬂﬁ :

Independent Non-Executive Directors

David Lowden CRYINHA]
Zenior Independent Director
Appointed: Janyary 2021

Key skiils and experience:
Drawid 1s a highly expenenced
non-executive director, senior
tndependent direcior and charr of
UK listed companmies He was
formerly Chair of Huntswarth plc.
Senior Independent Director at
Berendsen Char of the Audit
and Risk Committee at William
Hill, Charr of the Audit Committea
at Canle & Wireless Worldwide
pic and Chief Executrve of Taylor
Meison Sofres pic

Other current appaintments:
Chairman of Diploma plc: Senior
Independent Director of Morgan
Sindall pic. and until 20 April 2022
Charrman of PageGraup pic

Matthew Lester
Appointed: March 2017

Key skills and experience:
Matthew 15 a Charlered
Accountant with aver 20 years’
2xpenance in senior finance
roles He was Group Ghief
Finarzial Olficer af Royal Mail ple
from Navember 2010 to July
2017. Matthew servad as Group
Chiaf Financial Otticar for IGAP
ple from May 2006 10 November
2010 He was furmarly a
Nan-Execulive Diractar at
Barclays pk and has also held
the pestion of Non-Executive
Director and Chair of the Audit
and Risk Commatiee at Man
Group plc

QOther current appointments:
Crarmar of Kier Group ple; and
Non-Executive Director of
Intermediale Captal Group plc

Georgina Harvey (%W )
Appointed: Oclober 2019

Key skills and experience;
Gaorgna has swnificant
eXpenence across highly
COMPpetitive cansumerating
markets and of delivening
successful translormatanal
change Frnor to her current rotes,
Geargina was Managing Director
of Aegicnals and @ memoer of
he Executive Committee of
Trnity birror plc from 2005

o 2012

Qther current appointments:
Non-Executive and Semor
inoependent Director of MoColl's
Retal Group plc; and Non-
Executive Director of

Superdry ple



independent Non-Executive Directors

John Gresswell (& (0 H
Appointed: November 2015

Key skills and experience: John
has suostanmal expenence in
leading and growing
crganisations as CEQ and
axzedbive drecton Ha qualiied as
& Crartered Accourtan?, has a
BSe in Economics and Palhes
dand attended the advanced
mmanagement programme at
Harvard Business School
Previausty. he was CEO of Biboy
Line Group and Arqwa, and held
anumoar of executive director
tales on the board of ITV ple
Qther current appointments:
member of University of Liverpeol
Karagement School Adwisory
Board

Neelam Dhawan
Appointad: March 2021

BEE

Key skills and experience:
Neclam has 40 years' laader ship
experignce i the T industry
where she held senior pasibong
n Hewleit-Packard, Microsaft
Compaq and 1BM with
responsibility for & wide rangg

of dreas meluding stratsgy
corfporats develgpment soltware
engineenng and ottshonng She
notw AdvISes Mmuitinatiohals on
ousness and technalogy
transformatan and until recently.
was an adwvisor 10 1IBM in India
Other current appainiments:
Nan-Executrze Board Memas:r of
ICICY Bank Limited and Yatra
Onihine Inc memoer of Kaninkljka
Prilips NV Superviscry Board,
acard memper of Skyln
Technologies inc and

Caailary Technalagres

Nneka Abulokwe QBE () (F &)

A
Appointed: February 2022

Key skills and experience:
MNieka has signilicant expenence
of delivering large-scale high-
profile fachnology projects tor
governments and private
mstitutons giooally She held
senior and executive positions
with Logica (now CGlj Atas

and Sopra Sterra, 1 a corporate
Garesr spanning more than 25
yeare, betore founding MigroManx
Consuling. where she s currantly
CEQ Nnekawas awarded an OBE
in 2018 for services o business
Other current appointments:
Nen-Executive Director Davies
Group: Dirsctor of Microhdax
Consulvng Limited; external
mamber of the Audt & Risk
Commutes, University

of Cambndge. advisar © Cranfizld
Schaol of Managerment Advisory
Board and DoCoed Alnea

Capit pic”
Annzt Report 2081

Employes Non-Executive Directors

Lyndsay Browne A
Appointed: July 2019

Key skills and experience:
Lyndsay 15 & riember af tha
Institute of Chartered
Accpuntants (Seotand and has
undertaken Yanaus financa roles
innsuranee and bnancial
services since yoning Capita in
2008 Sha curmemly warks &5 &
finance manager in the Pontfalio
dwisian and s invetved in
commercial contract
managermant thafinance
fransformation programme and
financyl repeting. Betare joning
Capita Lyndsay worked for
KPMG Audt and Advisary in
Giasgaw and Bermuda

Other ¢urrent appointments:
None.

Joseph Murphy )
Appaointed: July 2019

Key skills and expetience:
doseph works in the techrical
adwvisary team in the Real Estata
and Infrastiructure ousiness within
the Portfola divisan He joined
Capitan 2015 and 15 3 Chartersd
Cwil Enginest with a masters
dgarea i grourd engineerag

His rale involves monnonng and
arvising on |arge infrasuciure
projects in the UK and Europe
His pressous expenence Includes
engineenng design and
carstruclicn management

Other current appointments:
MNone

Directors whao served during

the year 2021 '
Gillian Sheldon. Andrew Willams .
and Baroness Lucy Newille-Rolfe

retred from the Board ar

28 February 11 May and 14

Decemoer 2021 respectively,



Corporate governance statement

 Committed to high
! standards of governance

Corporate Governance Code

Capita pic and s subsidianes (the Group) ara commitied 1o maintaining fugh standards of
corporate governance The UK Corporate Governance Code 2018 (the Code) apphes to accounting
perods beginning on or after 1 January 2019 and 15 avaiiable from the Financial Reporting
Cauncil's website, www.frc.org.uk. Throughout the accounting penad to which this report relates,
the Company complied with afl relevant provisions set out in sactions 1 to 5 of the Code except for
provisions 24 and 32 {audit and remuneration committees respachively to compnse indépendent
non-executive directors) as Joseph Murphy (member of the Audit and Risk Committee) and
Lyndsay Browne imember of the Remuneraton Committea) are both non-executive employee
drrectors and therefore not considered independent. However, the Board felt that the value of the
employee perspective brought by Lyndsay and Joseph to Board meetings should be replcated
an those twa committees, The tormal appaintment of each of them to the respeactive committee
demanstrates the Group's commitment to employee engagement and the value of diversity of
perspective being mare impartant than a purely compliance-driven approach to the Code,

Board changes during the year

On 12 May 2621, Tim Weller was appanted CFO in place of Gardon Boyd, intenim CFO, who
resigned with effect from the same date. On 1 January 2021, Dawvid Lowden was appainted a
Non-Executive Director, and David succeeded Gillan Shejdon as Senior Independent Drrector
(SIDy ory 1 March 2021 following Gillan's planned retrement from the Board on 28 February 2021
after eight and a half years. Neelam Dhawan was appontad a Non-Executive Director an 1 March
2021. Andrew Willams and Baroness Lucy Neville-Ralfe stepped down as non-executive direclors
on 11 May 2021 and 14 December 2021 respectively Further information on Board changes is set
out in the Nomination Comimittee repart on page 84.

Board changes after year end
On 1 February 2022, Nneka Abulokwie was appointed a Non-Exacutive Directar

Board compaosition

At 31 December 2021. the Board comprised 10 directors, made up of the Chairman, CEO, CFQ.
five Independent non-executive directors and two emplayea non-executive directors Detals
of each director’s experience are set out In the drectors’ biographies on pages 67 and 68

Composition of the Board at 31 December 2021 and at the date of this repart 15 shown inthe

following tables

Board compasition at 31 December 2021:

Ezecullve directors N directors
Jan Lewds 3ir lan Pawell Lynasay Browng
Tin Weller David Lowden Joseph Mumphy

Matthew Laster
Georgina Harvay
John Cresswelt
MNeelam Dhawan

1 Irdependent on apREInImerT 1 acs rdANcE walh e Code

Board composition at the date of this report:

Executive direciors n Nan dlraci
Jon Lewis Sir fan Powell Lyndsay Browna
Tim \Welker David Lowdan Joseph Murphy

Matthaw Lester
Georgina Harvay
Joha Cresswel
iNeelam Dhawan
Nneka Abulokwe

| mdesardent on appo nimentir accordance wi the Coce



; Corcorate governance stalement

Fcole of the Board

o Th pmmnte Camas kmg,ﬁem: suminanlesmss, gmeraﬂng

Matters reserved for the Board

Steatogy and . - Financial reporing

: Major gontracts
management * intemal controts

+ Board mamibership

Rolg of the directors

Chairman

The Chaiman is responsible for leadership of the
Board and ensuring s effectiveness on all
aspects of ts role. This includes setting the
Boarg's agenda and ensuring that adequate time
iss avallabie tor discussion of all agenda items, in
particular strategic issues. The Chairman should
alse pramate a culiure ot openness and debate,
by faciltating the eftective cantrivution of
non-gxecythve directors in particular and
ensurng constructive relations between
execitive and non-execfive directors. The
Chalmman is fesponsibie tor ensuring that the
directars receive accurate, timely and clear
Information, and should ensure thers is effective
communication with shareholdars.

Senior independent director

The 81D acts as a sounding board for the
Chairman on Board-related matters, chalrs
meatings in the absence of the Chairman, acts
as an Intermediary for other directors when
necessary, leads the evaluation of the
Chalrman’s perfarmance, leads the search for

Non-executive directors

The non-gxecutive directors congtructivaly
challenga and help develop proposals on
strategy- They scrutinise the perfarmance of
management in meetlng agreed goals and
objectives, and monitar the reporting of
performance. They salisty themselves on the
integrity ot financial imformation and that tinancial
cortrols and systems of isk management are
robust and defensitle. They are responsible for
determining apprapriate levels ot remuneraticn
of executive directors and have a prime rolg In
appointing and, where necessary, removing
axecutive diractors, and ln succession planning.

Executive directors

The executive directors are responsitle far the
day-to-day running of alf aspects of the Group’s
business. This respansinility Is differant fram the
Ghairman’s rale in running the Board. The role
of CEQ is separaie from that of Chairman fo
ensure that no one individual has unfettered
powers of decision making.

N i 1 Al ract
Non: S

anew Chalr, when necessary, and is
ta shareholders who wish to discuss matters
whiich cannot be resalved atherwise,

The nan-executive employea directors are
appointed from the warkforGe 14 contribute an
employvee perspective to Board discusslons.
This s a key element of the Board's appraach
to employee engagement.
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Board meetings and attendance

Buring 2021, the Board held six scheduled meenngs Addibonal ad hae meetings are held as
required. Attendance of the direciors at Board and commitiee mestings 1§ shown below, the
maximurn number of meetings a director could attend 15 1n brackets

Audltand
Risk Remunerailon Namlnatien

Board G
Sir lan Powel]’ LGl nia nia 3t3)
Jon Lewis G{61 nia nia nia
Tim Weller? 4(d) n:a nia n'a
David Lowden” 6] B 7} 415} 3(3
Matthew Lester 6.6) (7 5(5} 3,3)
John Cresswell B8] N 55} am
Geergina Harvey GB) A7 55} 313)
Neelam Dhawan Hi5) 6(5) 3(3) 2[21
Lyndsay Browne 66} n/a 5(5) nfa
J0oseph Murphy 66} L] nia nia
Gordon Boyd® 202y nia nia nfa
Gillian Shelden* 101} 01 2N 141}
Andrew Williams* 2(2} 203 2023 22}
Baroness Lucy Neville-Rolfe! 56} 7(7) 35 33

| Srlar Pavell 510t a member of the dud and B sk or Serurardigs soneiises BULJLs Mred 13, and arended a maonity Jf 'he meetings

3

d Risk Carimites ana the Heruna-anar 2

rrtae ek or the sama dale dua

w

la tg attena 1 maetrg o' the
£ mrmant

Silgn 3nekoon Andraw Wil ams ard Baroness L. cy Mewlle-Folls resgned tam he Board on 28 Fetioary “0 May and 14 Dacamoar 2021

rasoactvely

Meetings held outside the normal schedule neeq 1o be flexible and are often hield by telephone or
video-conferance,

&

Any director's absence from Board or committes meetings was previously agread with the
Charrman of the Board or relevant commitiee and the CEQ.

During 2021, the fallowing formal director meetings took place

+ The Chairman held one-ta-one individual review sessions with each executive director and each
non-executive drector

» The non-executive directors met without executive directars.
+ The non-executive directors met without the Chairman. led by the Si0

Board leadership

There is a clear division of responsibility between the running of the Board by Srr lan Pawell as
Chairman and responsibiity for the runming of the Group's business by Jon Lewis ag CEQ

Sir lan as Charman and David Lowden as SID have held mestings compnsing solely the non-
executve directors David also met with the nan-executive directors without Sir lan. Bath Sirlan
and David are available to meet with signrficant shareholders when requested.

Governance and strategy

The Group recogrises the contribution made by good governance to the Gampany's success and
changes made at both Board and Executive Committee lavel demonstrate the impartance of
embedding the nght structures with the nght people to deliver the Group's strategy  The cannection
hetwean governance and delivery of strateqy 15 reflected throughaur this Annual Repart

In addtion to therr statitory duties the directors must ensure that the Board facuses effectively on
all its accountabilites

Section 172 of the Companies Act 2006 requires directors to actin a way they consider. in good
faith, wouid be most kely to promote the success of the Company for the beneft of shareholders
asawhole, In doing so, the directars must have regard (among ather matters) lo

+ the hkely consequences of any peasian in the long term

+ the interests of the Company's employees

+ the need to foster business relatonships with supphkers, chents and others

+ the impagt of the Company's operations on the community and the environiment

+ the desirabiity of the Company mantaining a reputation for fign standards of busmess conduct

+ tha need to act fairly towards all shareholders of the Company.

The Board determines the strateqic objactives and policies of tha Group ta best support the delivery
of tang-term value, providing overall strategic direcben within an apprapnate framework of rewards,
incentives and contrals The Board 15 collectively respansible for the success of the Company

and directars' roles are set out above. Following presentations by execltive and divisional
management, and a disciplined process of review and challenge by the Board. clear decisions on
policy or strateqy are adopted and the executive management are fully empowered toimplement
thase decisions.
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Stakeholder wterests and the matters histed above are factored mita all Board discussions and
decimons For more information, please refer to the section 172 statement on page 41

Board independence

Non-executve directors are reguired 1o be Independent In character and udgement. Al
refaionships that may intedfere matenally with this judgement are disclosed as required under the
confiicts of mterast policy (see page 75} The Bodard has determined that, excdpt for the ermployee
non-executive directors, all the non-executive duectors who served dunng tha year were
Ingependenit and tat, before and upon appaintment as Charrman, Sirlan Poweli met the crtera of
independence as outined i the Code

Board composiion 15 a deiiberate bafanca of newer and longer-standing members, and refigcts the
angoing review and refreshment of Board membership to ensure a balance of skiils and expenence
appropnate tor the broad nature of Capita's businesses. The breadth of tenure and experience of
the nen-execulive directors means the Board 1s weil positioned 10 adwise, challenge and support
executive management as the Group prograsses, fallowing its multyear transformation

The Board belisves that each of the nen-executives has retained indépendence of character and
judgement and has not farmed associations with management Or athers that may compromisa
their atihty to exercise Independent judgemertt ar actin the best interests of the Group. The Board
15 savshied that no confliet of Nterest for any drector requires isclosurg (see page 75)

Maters reserved for the Board

A formal schasule of matters reserved for the Board has bean adopted and these include, but are

rothimited ta

- Strategy and management, including responsibiity for the overallleadarship of the Group,

seting the Group's purpase, vaiues and strategy and monitonng alignment with cuiture

Structure and capitai, Including changes refating to e Group's capital structure and major

changes 1o the Group's corporats structure, including acguisitions and dispasals, and changes

1o the Group's Management and control siructure.

- Financial reporting. including the appraval of the Annual Report, half-yearly report, trading
stataments, prelrmunary annguncernart for the final results and dividend treasury and accountng
nolicies

+ Internal controls, @nsunng that the Group manages sk atfectively by approwng its nsk appetite
and moritanng aggregate nsk exposures

- Contracts. inciuding approval of aff majr capital projecis and magod Investments.

- Ersuring satisfactary communication with shareholders.

- Board membership and other appointments, including changes 1o the sructure, size and
composition of the Board, and succession planning for the Board and semor management

Board of directors’ induction and training

Fallawing appaintment to ine Board, all new direCtors recewve an induction tailared to thelr mdnadual
requirements They are encouraged to meet and be briefed on the roles of key peopie across the
Groun and have open access 1o all husiness areas and amployees o build up an approprate level
of knowledge of the business that extends beyond farmal papers and presentatians to the Board
All directors have recelved an appropriate Induction for therr roles within Gapita, Including some af
all of the faliowing

+ The nature of the Group, s Qusiness markets and refationsips

+ Meetngs with the external auditor, |awyers, brokers and relevant operahosal and sunchanal senior
management

- Board procedures. inchuding meeting bratocols, cammittee actvities and terms of refarence, and
matters reserved for the Boarg

+ Overviews of the business via monthly performance review reparts

= Thi Group approach to sk management

Ongoing trairing and bnefings are also given 1o all directors Nchuding external cowrses as raquired

Talored inductian programmes were prepared for Tien 'Weller as CFQ David Lowden, Neelam
Dhawan and Nneka Abulokwe 1o ensure they were properly equippad to fulfil their rales

Group Company Secretary

Afl Board members have accass to ndependent advice on any matters reiating to thew
responsibities as directors and as members of the varlous committees of the Board at the Group's
expehse. The previously separate roles of Ghief General Counsel and Group Gompany Secretary
were combined in the appointment of Clare Denton as Chief General Sounsel and Group Comparty
Secretary on 1 March 2022, Clare is avalable o all directors and 1s responsible for énsunng that ail
Board procedures are cormphed with Clave has direct access and respensibiiy 10 the chars of the
standing committees and open access to all directors, and nas been appointed as Secretary to the
Audit and Rigk, Remuneraton, and Nomination cammittees,

Clawre wall meet regularly with the Chairman of the Board and the Chairs of the Audt and Fagk, and
Remuneratian carmminees. and bnef them on areas of governance and committee reguirements
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Shareholder engagement

There is an active engagement programme with the Campany's nvestors The executive directors
meet regularty with institutional Investors to discuss and abtain feedback on the business
performance, strategy and corporate govermance, and address any isstes of concern. This 13
undertaken through & combination of roadshows group or one-to-one meetngs and atiendance
at investor conferences The Charman also met with existing institutional shareholders throlugholt
the year.

The Charr of the Remuneration Committee engaged with shareholders to discuss remuneratan
ahead of the 2021 AGM The invester relations team has day-to-day responsidility for

managing Investor commurications and always acts in close consultation with the Board. All
members af the Board, including the non-executive directors, recerve a repert on any significant
discussions with shareholders and anonymous feedback that follows the annual and half-yearly
presentations 1o Investment analysts and institutienal investors. Analyst reparts cancerming

Capita are arculated to the directors and the Board 1s kept informad of changes in the share regqister

Shareholder meetings

Shareholkiers ara normally encolraged to attend the AGH but, due to Cowid-19 restrictions,
sharahoider meatings in 2021 were held as closed maetngs and a question and answer facility was
made available to shareholders on the Company's webisite. Information for sharehoiders is avallable
on the Campary's website wwwcapia.com The non-executive directors are normally available to
meet with sharehoiders to undérstand tharr views more fully The Chairman 1s normally available i
meet with Capita's sigruficant shareholders Directors, including chairs of the vanous commitiees,
are normally present at the AGM, subject to Cowid-19 restrictions, ta answer any questions.

Principal decisions

Principal declsion®

Impaci on long-lem
susiainable succeas

Stlekeholder considerations Further detailg

Restructuring of
aperating mode: with
gftect from 2 August
2021, the Group was
reorgansed around a
new operational
StUCtUre compnsing
three dmsions, Public
Senace, Expenence
and Portfolio, supported
by shared services and
Tunctens.

Growth' the more streamined
structure was designed to help
the Group focus on distinct
growth markets and simplty
nternal aperahons.

Principal rigks thiswasa
iarge-gcale reargamsabion
which could nave negainvely
impacted staff engagement
and retenton. However, ¢ was
wellreceved overall and
poslions the Greup for ils
growth strategy

Paople saction
Or page 35

Qur people: decisian had mgh Impact
onworkforce — wellbeing and mental
heath neaded cominued SLAPA against
the background of the ongoing pardemi:
and mave o hybad working patterns.
Investors: tha mase to a simpler
organisatonal sucture makes it easwer
for our investors to undarstand and
analyse Group actities.

Net zero: approval of
an ambitous readmap.
underpinned by
scence-based tagets,
ta acheve net zero
carban emssions by
2035,

Strategy: the appraach
adapted 1511 ine with
goVEMMENt requirements 16:
stratege supphers

Principal risks: this
commitment add-assas one of
Capitas pncipal ngks.

Pnncipat risks
sectionon
page 53,

Society: addressing chmate-related
I1ssUes 18 3 key stakebolder concemand
e Group’s commdment ta net zera by
2035 demaonstrates that we recognse
thes and are wiling to take the necessary
acton

© Prnepal deasions arethesa that ara matenal to tha Graup ar disr signilicant 12 any of our key slakehalder groups.
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Sharetiolkier communications

In addion to the AGM, sharghoiders can access up-td-aate mfarmatian trough the Group's
website at www capita.com. Shareholders can alsa view their holdings by using the Signal shares
shareholder partal, a service offered by Link Asset Services, the Group's registrar, at

www. capitashares co uk The Swgnal shares portal s an oring service enabling sharehdlders

o quickly and easlly access and mantam e sharehelding online Shareholders can aiso contact
Link by ernail at enquines2inkgroup.co uk Link also provides a telephone helping. 0371 664
0300, calls are chargad &t the standard geagraphic rate and will vary By prowder. Cafls autside the
United Kingdom will be charged ai the applicable international rate. Lines are open between
9.00am and 6.30pm, Monday to Friday, excluding putyic haldays in England and Wales

Business relationships

Details regarding relaionsiips with suppliers clients and others, together with further cross-
references, are provided n the section 172 staterhent on page 40,

Aemuneration Commitiee

Details of the Remuneration Carmmittea and its activities are Qiven i the direclors’ remuneranon
repart on pages 96 to 119

Risk management and internal control

The Board maritars the Companry's nsk management and internal control systems and cames out
an annual review of therr effectiveness. The Audit and Fusk Committee report contains further
detafls, The morutoring and review mcludes all matenat controls, inaluding fnancial operational and
compliance controls This process 1s regularly reviewed by the Board. The Group's key mnternal
controi procedures are fully documentad within the stralegic repart on pages 53 to 55

Furthermare, through the operation of the nsk govemance process. the direclors confirm, for the
purposes af pravisian 28 of the Cade, that they have camed out 8 robust assessment of the
principal nsks facing the Group, including those that would threaten ts business model. future
nerformance, solvency or lgudity, A dascriphion of those nsks, together with how they are being
managed or mirgatad, 1s set out on pages 56 1o 1.

Gther statutory and regulatory information

Strategic report

The Gompany is required to prepare a far review of the business of the Group dunng the inancial
year enced 31 Decemper 2021 and of the pasition of the Group at the end of the financial year and
a descriphion of the prncpa nisks and uncertainties facing the Groug (known as a 'strategi report |

The purpose of the strategic report Is to enable sharehoiders to assess how the directors have
pertormad ther duty under sectan 172 of the Companies Act 2006 (duty to promate the success of
the Company), Thz informatian that fulfils the requirements of the strategic report can be found an
pages 1062 Detals of the Group's business goals, strategy and model are on pages 21t 7

Corporate governance repor
The corporale governance statement a5 required by Rule 721 of me Financial Conduct Authonty s
Disclasure Guidance and Transparency Ruies {OTRs) 1S sel out on pages 69t 82

Management report
For the purposes of Fule 4.1.5R(2) and Fule 4.1.8R of the DTRs this drectors' report and the
stralegic report on pages 1 io 62 comprise the management report

Post-balance sheet events
The foliowng events occurred after 31 December 2021 and before the approval of these
consolidated financial statements but have not resuited in adjustments 10 the 2021 financial resuts

Disposal of AMT Sybex the disposal of the AMT Sybex software business to Jonas Computing
(UK Lirmited campleted on 1 January 2022, Cash proceeds of £23.0m were recewed on
completion, which ncluded the settiement of intercompany balances owed by AMT Sybex to the
Growp of £12.8m, Following an imparrment of assets n 2021 based on the expectad fair value 8ss
cas! of disposal of the Dusmess, Net assets of £17.7m were disposed of an campletion Total costs
of disposal ars estimated 1o be £3.4m. of which £1 7m were recagmsed at 31 December 2021
Fotential addironal consideranon of up (0 £17m s payabie 1o Capita over 24 months, subyect to
certain condibons.

Disposal of Secure Solutions and Services the dispasal of the SS8 business to NEC Software
Soluhons UK completed on 3 Jaruary 2022 Cash proceeds of £72.0m were recenved on
compleian, which included the setierment of intercompany halances owed by 838 to the Sroup of
£41.8m. Net babiibes of £0.3m ware disposed of, and total disposal costs are estimased to be £4.2m
(of which £2.9m were recogrisad at 31 Decernber 2021) Consaquantly, we expect fo record a total
gan on disposal of approx mately £26 3m

Disposal of Trustmargue the disposal of the Trustmargue business to One Equity Pariners was
announced on 28 January 2022 for £11.1m on a cash free, debt free basis, and the Group expects
10 recane net praceeds of ¢ £115m at completon. Additional consideration of ¢.£3m is payable t0
Capia coniingent an certair future events.
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Election to apply FRS 101 - reduced disclosure framework

The Pargnt Company continues to apply UK GAAP in the preparation of s individual financial
statements in accordance with FRS 101 and these are contained In section 7 of the financral
statements on pages 204 to 217 FRS 101 apphes IFAS as adopted by the UK with certan
disclosure exemptions. Mo abjections have been received from shareholders.

Appointment, reappointment and removal of directors

Cirectars are appointad and may be removed (N accardance with the Articles of Association
{Articlas) of the Company and the prowisions of the Companies Act 2006. All directars are subject to
glechan at the first AGM after therr appaintment and, in accordance with Provision 18 of the Code,
to annual re-election thereafter, A résplution to re-elect each director will theretore he proposed at
the AGM oni 10 May 2022

Na person, other than a director relinng at the meeting, shafl be appaointed of reappainted a directar
of the Comparny at any general meeting unless they ara recommended by the directors

No person, other than a director refifing at a general meeting as set out above, shall be apparnted

ar reapponted Unless hetween seven and 35 days notice, executad by a member qualified to vote
an the appointment or reappoaintment, has been given to the Comparnty af the intention to propose

that person tar appoirtment or reapeointment, together with notice executed by that person of s/
her willingness to be appoirted or reappointed.

Group aclivities

Capita is & purpose-led and responsibie business which exists to create better aulcornes for ali ts
stakeholders, Our strategy 1S 10 SMpuly and strengthen i order to Succeed Capita’s busINess
model is based upan being a consulling, ransfarmation and digital services orgamsation

W delver Innovative Solutons 1o simplify the connections between businesses and customers,
and between gavernrment and citizens, We partner with chents to transform thesr husinesses and
services. A review Of the develapment of the Group and its business activiias dunng the year s
contained in the strategic report on pages 1 to 62 The aperational and financial perfarmance of 1
divisions ara detaled on pages 15 to 25,

Results and dividends

The Group's reported profit before tay amounted to £285 8m from continued operations {2020
£49.4m foss). As previously announced the directars do not recommend the payment of a final
dividend (2026 nil} The totat dividend for the year was nil {2020 nill. The employee benefit trust,
which holds shares for the purpose of sausfying employes share scheme awards, has waived i1ts
nght to raceive future dradends on shares heid within the trust.

Contlicts of interest

under the Campanies Act 2006 directors are under an obligation to avoid situations n which their
Interests can or do canflict, o may possibly contlict, with thase of the Company. A pekey and
procedures are in place for dentfying, disclasing, evaluating and managing confiicts so that Beard
decisions are not compromised by a conflictad diractor. The Company's Articles give the Board
power 10 authorise matters that give rise to actual or potentral conflicts. Procedures arg reviewad
annually o ensure they are operating effectvely.

All conflicts of nterest are reviewed annually by the Board and included in yaar-gnd attestatons by
the directors. None of the directors of the Company has a material interest in any coniract with the
Company or s subsidiary undertakings othar than therr contracts of emplayment,

Major shareholders

At 31 December 2021, the Company had recewved notificatans it accordance with the DTHs that
the following were interested inthe Company's shares

%of
voling rights al

Number of 31 Decembar Number of Number of
Sherenolaer sharas 2021 shares direcl shares Indirsct
Schraders pic 309,327.054 16.37 —  309.357.084
RWiC Asset Maragament LLP 768.357.809 1599 262337809 -
Marathan Asset MGMT Linuted 126.900.8G7 253 — 126900887
Fiver and Mercantie Asset Management
LLF 85.996,707 315 85.995 707 -
vertas Asset Management LLP' $3.131.892 4.98 - 83,151,892
Ninety One UK Limited Nz 4.60 - 78778117
BlackRogk Inc. 74.230.358 4.45 - 74,230,358
Invesco Lid 70.883.238 4,24 - 70.883.236
Vertas Funds PLC 55.009,800 3.30 - 55.009.500
Vanguarg Group Inc. a4 71 A% a.28 54,711 871 —
Jupiter Asset Management Limited 53,573 060 3.21 - 53573.060

1 Inchudes the nalng 3 vertas Furcs PLE
e 23 Jaruary 2022, nat fizaton maccerdance wiking PTRS was rece ed irom Senracers e 1hat o neld indirecth, 523,193 824 shares, bawng
17 489 o vetna nghts On 24 February 2020 ar i acsorder sz ettt 2TAS A aivedt [ram River ard Meicantle Asset
hanagemant (L inazim beld awecthy <2087, ares being O *29% ol yalrg nghts At 3 MAch 2027 naluchar nolficanons had beas raceived
ani2r e DR o rzlanien o nterests inthe Lemzany s shares
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Directors’ interests

Detais of diractors’ interests n the share capital of the Company are histed on page 114

Share capital

At 4 March 2022, the number af ordingry shiares of 2% .,p each i ssue, fully pard up and quated an
the London Stock Exchange 1s detaled in the 1able below:

“4 ot Isaued
shape capitsl

Humber ot
shares

Is5ied shares 168,273,523

Traasury shares Q
Total voting nghts 1,684 275,523
Employes Banelt Trust (EBTY shares 17,398,355

1.03%

T Ghares mald gt e Fitahuyer Gareht Frtest 2t s Fp 38050 g 2e10kiyes Shat? Sptions

Dunng the year ended 31 December 2021, 13,000,000 naw prgindry shares were 1ssued, and
optians exercrsed pursuant to the Company's share schemes were satishied by e transter of
shares from treasury (2 299,555 shares) and the ERBT (7,560,173 shares) 6572 214 shares have
been allotted under the Company's share aptian sehemes snce the end of the finanaial year 10 the
data of this report

The share price at 31 December 2021 was 36.50 The highest share price in the year was 55 98p
and the lowest was 31.85p

The Company renewed its authonty 1o repurchase up to 10°s of its ownissued share capital at the
AGRM N May 2021 Dunng the year. the Cornpany did not purchase any shares (2020 rl)

Viability statement

This statement 1s detaled i full on page B2 The dreclors have assessed tha viability of the Group
over the three-year penod to 31 December 2024, taking 1Nt account the Group's Surent positon
and the potenual Impact of the prncipal rsks set out in the strateqie report. Based onthis
assessment the directors have a reasonable expectapon that the Group and Parent Company

will be able ta continue i operation and meet thewr hatlities as they fall due over the periad of the
wiability assessment

Going concern

The Group's business achvites, together with the factors likely to affect s future development,
performance and pasitan are set out in the strategie report on pages 110 B2, The fmanclal posiion
of the Group. 18 cash flaws, liquidny position and borrowing facihiies are descnbed on pages 260
34, 4n addtion section 4 1n the financial staterments on pages 179 10 192 ncludes the Group's
attectives, policies and Processas for managqing s capital, its finanaial risk managemerit
objectives. details of its finanaial mstruments and nedging actwtes. and its exposures to credit
sk and lquidity risk.

In determining the appropriate basis of preparation of the inancial staterméents for the year ending
31 December 2021 the dweciors are required ta consider whethier the Graug can cortirue n
operational existence for the foreseeable fulure. being a period of at feast 12 months fram the date
of appraval of the financial statements,

The Board monitors closely the Group's funding position throughout the year, iIncluding mantonng
comphance wth covenants and avallable facilites to ensure it has sufficent headroom to fung
operabons In additen, to support the going concerm assumphon the Board conducts a ropust
assessment of the Group's financial projections tor the fareseeable future. considerng also the
committed faciities avallable to the Group. The Board has considered nsks to the projections under
a severe but plausible downside This includes adverse impacts ansing fram poteniidl execution
challenges or financial xposures on gustomar contracts and the ongaing uncertaimties ansing in
the post-pandemic recovery penod

To mitigate these, the Baard 1s focused an iInroducing significant new funds to the Group via a
continuatian af the approved disposal programmie and refirancing of detit ratites ncluding the
Groun's RCF whch matures n August 2023 The Group has a atrong track record of executing
major planned disposals and a successiul histary of securing effective refinancing Therefors after
caraful consideration and reflecung also the Beard’s confidence In the transformation, the Soard
has coneluded that the Group and Parent Comipary will continue to have adequate financial
resgurces 1o discharge their lapites as they fall due over the going concern assessment penod

Accordingly, the directors have formed the judgemant that nis appropnate to prepare the
censohdated inancial statements on the going concerm basis The Board's assessment s set out n
more detat in Secton 1 of the consohdated financial statements
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Auditor review
The auditor has reviewed

« the staterments regarding going concerm (see page 76)
+ the longer-term viability staterment {(see page 62}
+ those parts of the statement of compliance with the Code relating to

~directors’ and auditor's responsidiites
—the fair, batanced and understandable’ statement

—confirmation of robust sk assessment, and monitoring and review of effactveness of nsk
management and internal control systems

—Augit and Risk Committes compasition, rale and responsibilitas
Further details are In the audrtor's report (on pages 12810 132)

Disabled persons

As part of the Group's commitmeant to create a workplace that fully reflects the civersity of the
communities we serve, and a warking enviranment in which na one feels excluded, full
consideration 1s gven to all sutable applicatons for employment regardless of a candidate's
disability, age. gender. religion or belief, sexual onentation or race. Colleagues who declare a
disability are supported with reasonable adpstments made throughout the hinng process, the
warkplace or job coment 50 na opporturity, ncluding career development, 1s Inaccessibie.
Opportunites also exist for employees of the Groun wha become disabled to continue in ther
employment with any reasanable adjustments being made or to be retrained for ather postions in
the Group Demenstrating our commitment to ensure that both apphcants and colleagues with
disablites and those with long-term health conditions have the opportunity to fulfil their potermal
and realise thewr aspirations, the Group became a Disability Confident Employer (Level 2)on 7
December 2021 Further the Group will be submitiing the submission for Lavel 3 status — Disabity
Confident Leader —n early 2022,

The Board ia focused on intreducing significant
new funds to the Group via a continuation of the
approved disposal programime and relinancing of
debt maturities. including the Group's RCF which
matures in August 2023.

Employee devetopment and engagement

Actions taken dunng the year regarding the consuitation of and pravision of informatian to UK
employess are described in the people section on pages 35 to 38 Communication with employees
nrelation to Capita's fmancial performance 1 detalled in the remuneration report on page 100

Capita has an established UK employee share purchase plan designad to promate employee share
ownership and to give employees the opportunity to parhieipate in the future success of the
Company. An international share incentive plan is availabie to employees in Ireland

Further nformation on employes development, consuttation and engagement 1s Included in the
people and responsible business sections on pages 35ta 39 and 42 to 49 and the section 172
staterment on pages 40 and 41,

Political donations
The Group ¢id not make any political donations or ncur any poltical expenditure during the year
{2020 nily

Greenhouse gas emissions
Detarls of the Group's greenhouse gas (GHG) emissions, including matrics and metnadolagy. are
sat out In the table on page 78 and an page 47 of the strateqic report
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GHG emissions (tCO.e) and energy use (kWh) for period 1 January 2621 to 31 December 2021

Perlod Curent reparting year 2021 Comparlson reporting yesr 2020
Glopal Global
Ukand  (excluding UK UKand  faxcluding UK
Region otishore and pitehare) Total oftshora  and affshore) Totsl
Eneray used 1 GalcLizle emISsians ikibny
a5 and fuel £3.451.65¢ §5.21 1.871 384
Elactrety ard cisirct real 106.890.520 81,491,440 16,112 463 97,603,902
Sy nass avel cars 14,774,974 46,912,511 33515431 50,264,055
Total energy used [kiam) 156.472.005 186,883,763 202,072,798 21335963 223,408,768
b of fital energy wsad &4% 100% 90°5 10% 100%
Erussions fror: combusten ol gas and fel for neating 10G-€ (Scopa 1) 1,318 320 1.638 15.594 592 16,186
Em ssipns f-om cambustn of T.el i company vehicles (00,2 (Scone 1) 1,845 71 1,916 1,635 85 1,782
Emissigns from fugitve rei-gerant cas oo e [Seope Ly 1,466 0 1.466 1.071 o 1,011
EMissicns from puichased dstoct heat (GO e (Scope 24 40 157 188 45 137 181
11 s8igns From prarchased electrcry Jocat or-based) t00.e AScope 2 17,038 6.853 23.891 18.93% 9,233 28178
Em S5 F-om purchaged eleginc ty iharke-based) 'O (Scone 2y 2196 8132 10,328 12.513 11,008 23,552
Emissions from puSiness mieage ar rad 1u0¢ tram and ghiral e bus coacn fer-y hatel waste 160 e (Scope 3) 3.860 540 4,500 6829 1.032 7.881
Tutal gross 100:e Scope 1 ard 2 fiosdfion based) 31,708 74 38,108 37.284 14 035 47,338
Total grass 1002 emissars (locaton hased) 35,568 8.042 43,602 44,113 11107 55,220
Total grass t00-a emissans (market Dased) 20 686 9.163 29,849 37643 12,740 50,383
Iergity raho gross 3uope 1 ard 210G 2 iocata -Dased) ner £1M turmover 31.708%1m 74A01EIm  38,109/€1m
UK revenag guerseds  total revenue
2021 revanue 2021 2021 11.2 142
Tntengty rgha & gross Scope | and 2 fac nased) e Feqd 0.81 .39 0.73 1.0 0.85
htamocology Carban emissions navwe bean calcLbated ‘oo, G promweal us g te oberatoral ool approacs Estimaten erergy f S hing Deen LSS for DLengs where Qiredt meie- dala 1s not awalable (sing 2 gude = nancharks jor -

@ Daf 8 COtwersan tat
Rrger km o pagsenge fares bat COe
1SAE 3000 ISAE 3090

gvided In

Prévigss yeans ot umpton oltside UK it avatabley anyfuelfouras s have heen converted Intg kWL E ortGo e asrg Govih 3
ralevart & angfsel ype k figres "or arf ~al, tax ang ot ubliE trarspor ndawe Sesen artien as not aract cal v canved from pa;

SCage 1 Soape 2 ang Scoge 3 Rignes: 3000 oy Garparare Sitzarshis

ISAE 3000

vl ae verifed o F

Mileuge provdac ras Dean Conver
Tugsins have beer calgulated

EELE

ISAE 3002

DA conersians for the
s

ISAE 5007

- carversior !
ISAE 3000
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Energy efficiency action 2021
We rnvested In energy-efficiency measures across our estate and achieved significant emissions
reductions in 2021,

Building plant upgrades and inifiatives 100; & reduction per annum
Reptacement LED highting saw' ng BE.1
Beplacement chillers and aIkcondiiagning urts 207.6
Feplacemant of pumps and vantlas-en fas win higr-efhcarey unts 815
Upgragad bullding managemen: col-ols sayng 12.4
insulation 36.2
Heplacemen haatng plant 53
Tolal tGo,e reducian 378.1

Qur virtual meetings inimative resulted in further reductions 1N business travel GO, equivaient
emissians reductions although ernissions began to chimb in Q4 of 2021 but 50l 752 lawer than
pre-pandermic We have set 2035 net zero targets to augment our short-term 1 5°C science-based
targers for greennouse gas reduction. This target covers our full value chain and 1$ being evaluated
by the SBT1 For 2022 our dvisional executrve officers have been tasked by the CEQ to set net zero

targets for their funchons and businesses te drive progress agamst our net zerg milestones and plan.

Financial instruments

Tre matn financial nsks the Group 1s exposed to are insutficient iquidity, sigrificant INncreases in
interest rates, adverse movements in foreign exchange rates, and the insolvancy of debtors (credit
nskj The management of each, and the related financial instruments, are descrbed below.

Liguidity remams a key area of focus The Group's palicy 1s to hold cash and undrawn comimutted
facilties at aieval sufficient 10 fund the Group's aperations and its medium-term plans. The Group
monitors the nsk of a lquidity shortage through its business plan and liquidity cyele forecasts and
analysis. The process considers the maturity of bath the Group's financial natruments and the
forecast cash flows from operatiens The Group maintains a baiance between continuity of funding
and Rexibiity through the use or avarability of muitiple sources of funding. To mitigate the nsk of
needing to refinance 1n challenging condtions, these have been arranged with a spread of
maturities 10 November 2027,

The financial nstruments praviding core funding include US private placement loan notes, auro
fixed-rate bearer notes and a eura Schuldschain lean (private placement loan notes).

The Group's committed bank facilities prowide quidity for the cash flustuatians of the business
eycle and an allowance for contingencies, The Group does not rely on sources of funding that are

not contractually committed. The bank facilities and private placemeartt foan notes all inckude
provisians that would require repayment in the event of a change of control, which are typical of
these arrangements.

The current RGF expires on 31 August 2022 and a Forward Start RCF 15 i place that will cover the
year to 31 August 2023 The RCF was £40m drawn at 31 December 2021 (31 December 2020
undrawn)

The size of the available commitment will be rght-sized each ime the Group esther refinances,
raigas funds through dispasals, or raises equity Both the current RCF and the Forward Start ROF
nclude mandatory cancelizion mechanisms that detarmine the amount of the cancellation in gach
case Tha RCF commitment was £385.7m at 31 December 2021 (€452.0m at 31 December 2020).
The RCF was reduced ta £377 5m on 7 January 2022 followmng receipt of proceeds fram disposals.
The Farward Start RCF commitment rs £300m and 1s also subject to partial mandatory
canceltations upan the occurrence of the above avents, shauld a threshold of aggregate receints be
reached. The commitments under both faciimes ara subjact te a minmum vatue of £225m
regardiess of the quantum of receipts.

In addihon to the RCF. at the start of 2021 the Greup held £150m in committed bank backsiop
brdge faciites. which were cancelled on 1 February 2021 with the recept of disposal proceeds.

In March 2022 the Group executed with one of its relationship banks a committed backstop bridge
faciity. The faclity provides £70m of additional Iiquidity and it incorporates provisions such that it
will he cancelled or will partially reduce tn quarntum as a consequeance of specified fransactions,
including on camplatan of the anngunced dispasat of Trustmarque. The committed facility has an
expiry date of 31 August 2023 with an option for a further one year extensian at the option of the
lender. The facility 1S subject to covenants, which are the same a$ the RCF. Finafly. certain property
and assets used In the Graup's aperations are funded by lease arrangements. From time to time,
the Graup may act as lessor 10 third parties.

Various other financtal instruments, such as trade debtors and trade creditors, anse directly from
the Group's operatons In respect of rade creditors, the Group's standard supplier payment terms
are to pay micro-husinesses (less than 50 employees) within 14 days, SMEs (less than 250
employees) within 30 days, and larger organisations within 560 days. Suppliers are paid in fing wath
agreed contractual terms

The Graup's customers are offered credit terms that are consistent with market practice The Group
uses a non-recourse IMIce discounting facility to miigate the risk of late customer payment. The
value of Invoices sold under the arrangernent al 31 December 2021 was £3 6m (2020 £13 6m).

In additan, the Group's German business Uses an invoice discounting arrangement refating to a



l ! Corparate guvernance statement
R

specihc customer contract, and the value of iInvaices sold ungder that arrangemeant at 31 December
2021 was £12 5m (2020 £8 5my The Group aims to pay its suppliers on hme n accordance

with agreed terms and does not seek fo accelerate payments from customers beyond 1erms
préviously agreed.

As set outin ndte 8 2 (contingent labiltes), the Group has provided, through the normal course of
1ts business. £28 7m letters of credn, performance bonds and guarareas (2020 £55.8m) -~ £11.6m
of these were 1ssued by our banks and, within this group some are supject 1o secunty terms where
the bank can demand cash coflateral n the event the guarantee faciity 1s cancelled

Exposure to movements in mterast rates and fareign exchange rates anse through the Group's
cperations and where finanoial instruments are transacted at fioanng rates of Imerest ar i nan-
aperational currencres. Thase expasures are managed through derivative transactions, pnmanty
interas! rale swaps, Cross-Currency rlerest rate swaps and forward foreign exthange contracts,

Some of e exposure 10 movements In the GBR-ELIR exchange rate 1s heoged through borrowngs

in EUR

The Group s not generally exposed to significant fareign currensy transacton nsk. Tha prncipal

exceptions relate 10 service defivery based in india, and comimitied costs relating to the purchase of

cloud software services in USD. These exposures are managed through forward foreign exchange
contracts. including non-deliveratie forward contracts which fix the GIBP cast of hughly probable
forecast ransactions denominatad in INR and USO. Furher detaifs of the Groug's financial
instruments ¢an be found it nate 4.2 1o the cansalidated fnancial staternents an pages 181 to 184

In respect of credit sk, the Group trades only wath parties that are expectad 10 be creditwortrty. Itis

the Graup's palicy that all chents whio wish ta trade on credt terms are subject to credit verfication
procedures. In addition, recevable balances are monnored ort an ongong basis waith the result that

the Group's expasure to bad debt s not significart. Credit nak aiso anses fram financal assets such

as cash, deposits, and the mark-to-market value af denvative nstruments where postive The sk

of default ts managed by Imits on the exposure to any counterparty, and with reference to the putilic

ratings of each

Directors’ indemnities

As permitted by its Articies, the Compariy has ndemnfied each director in respact of certan
hatiltes and costs they might ncur In the executon of thair duties as a director, Qualifyng thwd-
party indemrity prowisions (as defimed in seciion 234 of the Comparres Act 2008} were ¢t {orce
dunng ihe year ana cominue to remain in force, The directors’ indemmites will be avalabla for
nspaction at the AGM together with direciors service contracts.

Powers of directors

The business of ihe Gompany 1s managed by the directors wha are supject io e provisions of the
Comparnes Act 2006, the Articles of the Company and any directions given by special resaliution,
including the Company's power to repurchase its own shares

The Company's Aricles may only be amended by a speaial resolution of the Company s
sharenolders.

Change of control

All the Company's share Schernes contain provisions In reidhon to a change of control. Cutstarding
ophions and award s would normally vest and become exercisable on a change of control, subject to
the satsfaction of any performance condiions at that bme

Capita has borrowing faclibes provided by banks and has 1ssued Toan notes to financial iInvestors,
The borrowing facilites contain change of cortrol provisions under which the banks May require
mmediate repayment in full on a change of control of Capita plc. The loan notes 1ssued by Capita
contan sitilar chiange of cantral ravisons which are likely ta require the Graug to offer t prepay
the notes in full f there is a change n control of Capita ple.

Trera are & numbar of sigruficant cfient agreements which contain provisions refaing 1o change
of control, which in some cases could present a nght af lerminatien of Bhe contract

Rights and restrictions attaching to shares

Under the Company's Articles, holders of ordinary shares are entiied ta particpate in the receipt
of dnwidends pro rata 10 their holding. The Board may propose and pay an intenm dividend and
racommend a final dividend in respect of any accounting penod out of the protits avalable for
distripution under Enghsh law. A final dvidend may be declared by the sharenoiders In general
meeting by ardinary resolution, biut no dividend may be declared 1n excess of the amount
recommended by the Board

Al ary general meeting, a resolution put to vote shall be decded on a poll, ang every member wha
is prasant in parson or by proxy shall have ane vote for every share of which they are the holder

NG person halds secuntes in the Company carrying special nghts with regard to control of the
Company The Company s not aware of any agreaments hetwaen holders of secunties that may
result (n Testctons an the fransfer of sécunties ar on voting rghis

Restrictions on transfer of shares

The Compary’s Articies aliow directors to. in fhe absolute discration, refuse to register 1he transfer
at a share i certificated farm unless the instrument of transfer 1s lodged, duly stamiped, at the
registered office of the Company, or at such other place as ihe direclors may appoint and (except in
the case of a transfer By a recognised pergon where a certificate has not been 1ssued in respect of
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the sharel 1s accompanied by the certificate for the shares to which it relates and such other
evidence as the drrectars may reasonably require to show the nght of the transferor to make
the transfer. They may also refuse to register any such transter where it 1s in favour of mare than
four franstereas or in respect of marg than ane ¢lass of shares

The directors may refuse to register a transfer of a share in uncertiicated farmin any case where
the Company Is ertitfed 1o refuse (or 1s exempted from the requirement) under the
incertificated Secunties Regulations to register the transtfer.,

Annual general meeting

The 2022 AGM of the Company will be held at Linklaters LLF. One Silk Street, London EC2Y 8HQ
on 10 May 2022. Details of the meeting format and the resolutions to be proposed are set out inthe
Natice of Meeting. which 1s sent to sharenholders with the 2021 Annual Report and includes notes
explaning the husiness 1o be ransacted. The Notice of Meating 1s alsa avalable on the Company's
website at www capita.com.

In May 2021, sharehalders granted aLthonty far the Company ta purchase up to 166 888.334
ordinary shares. Thus authonty will expire at the conclusion of the 2022 AGM. No shares were
purchasad during 2021 A resolution 1o renew this authonty will be put 1o shareholders at the
2022 AGM

The directors consider that each of the reselutions 1s 1n the best mterests of the Gompany and the
shareholders as a whale, and recommend that shareholders vote in favour ef all of the resolutions

For other general meetings the notice given would be 14 clear working days.

Cross-references
For the purposes of LR 9.8.4R, the following information 1s located as set aut helow

Lisling Rule Subject Page no.
9.8.4 (11 Capialisation of interast 187
9.8.4 {12-13} Shareholder walver of dividands 75

Directors’ responsibilities in respect of the Annual Report and the financial
statements

The directors are responsible for prepanng the Annual Report and the Group and Parant Company
financial staterents, 1n accordance with applicable law and regulatians.

Campany law requires the directors to prepare Group and Parent Company financial statements for

each financial year. Under that law they are reguired to prepare the Group financial statements
in accordance with Intemnational accounting stardards in conformity with the requrements of the

Companies Act 2006 and In accordance with UK-adopted international financiat reparung
standards (IFRSs) and the Disclosure Guidance and Transparency Aules of the UK's Financial
Canduct Authonty, and have elected to prepare the Parent Company financial statements

in accordance with UK Accounting Standards and applicabte law (UK Generally Accepted
Accounting Practice) including FRS 101 Reduced Disclosure Framework

Urder company law the directors must not approve the finangial statements unless they are
satisfied that they qive a true and farr wew of e state of affairs of the Group and Parent Company
and of therr prafit or loss for that penod. In prepanng each of the Group and Parent Compary
financial statements, the directors are required to

-+ Setect sutable accounting policies and then apply them consistently

- Make judgements and estmates that are reasonable and prudent

« State, for the Group inancial statements, whether they have been prepared in accardance with
{K-adopted IFRSs

- State, for the Parent Company financial statements, whether apphcable UK Accounting Standards
have been fallowed, subject to any matenial departures disclosed and explamed in the Parent
Company financial statements,

= Agsess the Group and Parant Company's ahility to continue as a gqoing cancern, disclosing, as
applicable, matters ralated to going concern

- Uise the going concern basis of accounting unless they intend edher to kquidate the Group or the
Parent Cormpany or to cease operapons, or have no reahistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient 1o show
and explan the Parent Campany's ransactions ana disclose with reasanable accuracy at any ime
the hnancial positon of the Parent Company and enable therm to ensure that its financial statements
comply with the Companies Act 2006 They are responsible for such internal contral as they
determine |s necessary to enable the preparation of financial statements that are free fram material
misstaternent whether due to fraud or error, and have general respansibility for taking such steps
as are reasonably open to them to sateguard the assets of the Group and to prevent and detect
fraud and other rregulanties

Under applhicable law and regulatons, the directars are aiso responsible for prepanng a strategic
report drrectors' report, directors’ remuneration report and corporate governance staterment that
comply with that law and those regulations.

The directors are respansible for the mantenance and integrity of the corporate and financial

nformation included on the Cornpany’s website, Legislation in the UK governing the preparation
and dissernination of financiai statements may differ from legislaton in other junscictions.
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Directors’ responsibility statement
We, the diregtors of the Cormpany, corfinm that to ine best of our knowledge
- The tinancial statements, prepared in accordance with the applicabie set of accountng standards.

give a rue and far view of the assets, habilihes financial position, and prafi or loss of the
Company and the undertakings included 10 e consaligation taken as a whole,

+ The sirategic report incluges a far review of the development and performance of the business
and the pesiion of the Company and the undentalengs mcluted in the consohdation taken 3s
& whote, tlogether with a descrptian of the prncioat r1sks and uncértainties that they face

* The Annual Report and Accounts. taken as whale, are far, balanced and understandable. and
provide the information nacessary for shareholgers to assess the Company's positan and
performance, businass model ang strategy,

The directars’ report (pages 1 10 119) has seen approved dy the Board.

On henalt of the Boargy

Claire Denton
Chief General Counsel and Group Company Secrstary
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- Nomination
Committee report

The commitles has focused on
achieving an appropriate batance and
continuity of skills on the Board.

The committee met three times in 2021 Responsibilities and activities
and the memners' attendance record is .
shown on page 71. The Chief General
Counsel and Group Company Secretary
acts as Secretary to the committee and is
ble to assist commitiee members as
reguired, aiso ensuring the distribution
of timely and accurate information.
The commiltee reports and makes
recommendations to the Board in relation
to its activities. It is authorised under its
terms of reterence to obiain the advice of
independent search consultants. The
commiitee’s terms of reference were
reviewed and updated during the year and
can he tound an Capita’s website at
www.capita.com/investors/carporate-
governance.

Capits pic .
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on Committea report

Diversity and inclusion

Capita's diversity and inclusion policy, which encompasses the Board, is based an a commitment
to creating an environment whera diversity 15 valued and respected, We beleve that business
success s a drect result of the expenence and quality of its people Inharent within this approach
15 an acceptance and embracing of dwversity in all its forms and an endorsement that the entire
workforce, ingiuding the Baard, be represantative of the cammunities in which Capta operates
Key aims of the policy are to ensure equalty. diversity and inclusion in the workplace and to
promate a culture whare everyone 1s treated with respect and dignity

Further information on actians taken to address diversity, inclusion and wellbeing across the
warkforee 18 on pages 35 e 39 and 42 to 49 of the strateqic repart

Gender and ethnicity balance

Government-backed diversity reviews have recommended FTSE 350 board diversity targets on
gender (33 temale representation) and ethnicity (at least one directar of colour by the end of
2024). We have made progress on gender and ethricity balance at both Board and sentor
management levels but therais still more to do througheout the organisanan.

At 31 December 2021, female representation an the Board and among senior management' was
30°s and 33%. raspectively Hawever, at 1 March 2022, female representation on the Board and
among senior management' was 36°. and 44%, respectively At 31 December 2021, fernale
representation among senior management’ and direct reports was 38,

At Decernber 2021, ethnically diverse representation on the Board and among senor
management' was 10°. and 8% respectively However, at 1 March 2022, ethnically diverse
representation was 18% and 22% respectively.

Appointment process

Board appointments are made an ment, taking account of the speaific skills. experience,
knowfedge and independence needed to ensure a rounded board, and the government-backed
recommendation for 33%. female reprasentalion on boards. We ensure 400 famale representation
on recruitment shortlists and, where appropriate, seek to include candidates who may not have
listed company experence but who possess suitable skills and qualities. We oinly engage
executive search firms that have signed up to the voluntary code of conduct on gender diversity
and best practice.

1 The 2078 Coe defires semior managemant a3 the Fsdcuin Tomirrae ang he Groun Sompar y Secretary

Skills and experience

In January 2022, a Board skills matnx was gebated to assist in ensunng the balance of skills and
aexpenence of the Board matched the futyre naeds of the business.

Succession planning and Board compasition

A formal succession framework 15 in place for the CEQ, GFO, Executive Commattee and the

two management layers beneath, The purpose of the framework 15 to apply a far, objective and
consistent mettiodology to identity future potential career paths for ndraduals within the Group.
Structured development plans are implemented ta support indriduals m impraving ther skills and
experierice The depth of the framework means talent ¢an he identfied and nurtured at an early
stage and, combined with the approach to Board appointrneants, means the pool of passible future
candidates for Board roles 1s sufficiently wide and diverse.

The committee aims to achieve an appropriate balance and continuity of skills on the Board. The
pracess for recruiting a permanent GFO focused an the need for a person with significant finance
and transforrmation experience, and with the appropriate skillset and seniarity for the rale

Following her appointment by the Department for Work and Penstons to lead areview of the state
pensian age, Baroness Lucy Neville-Rolfe stepped down from the Board on 14 December 2021
Leaving the Board would enable Lucy to devote more ime to the review and avoid any passible
perception of a contlict of iIntarest.

The committee was keen toimpreve further the Board's strength in technalogy and innavation, ang
the appointment of Nneka Abulokwe whao has significant experence of business and technology
nnovatan, wall benefit Capia's progress as we davelop and move forward to execute on qur
growth strategy.

The externat search agencies, Odgers Bemndtson and Spencer Stuart were used respectively for
the appaintments of Tim Weller and Nneka Abulokwe, and those firms have na other cannection
with the Group or Indivigual directors.

Board evaluation

Detalls of the annual board evaluation process are provided in my INtroduction ta s corporate
governance section of the Annual Repart on page 66.



Continued oversight
in a pivotal year

The commitiee cantinues to fulfil its role of supporting the
Board in its review of the integrity of the Group's financial
reporting, monitoring the effectiveness of the Group's

The Audit and Risk Commitiee’s terms Rale and responsibilities
of reference set out in full the role, ’ .
respark ties and autharity of the '
commities ahd can be found onthe

Company’'s website at wurw.cagita.com/

investors/corparategovemance.

The terms of relerence are reviewed
annually and updated as required.
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Risk and control framework

The Committee continued to moniter and navigate through the ongoing impact of Covid-13 In
addition, the reorgarsation referred to in the CEQ report iniially presented chalienges but
subsequently yielded real opportunities to enhance the effectiveness of risk management at Capita.

During the year, two pnincipal risks were added to the Capita nsk profile. around climate change and
the wellbaing, health and safety of our people, maost of whom continued to work from home since
the pandemic began over kwo years ago

Further prograss was made on standardising some existing financial processes to drive efficiency
and control improvements and further ennancements are plannad for 2022 Asin the prior year, a
key control questionnaire process was completed across the Group where every business leader
attested to compliance with key controls. This enables management 1o focus attention on control
argas that need improvernent. Work is ongoing to implement elements of an enhanced risk and
control framework.

Further detarl on the nsk management and internal control environment 15 set out {ater in this report
on page 94.

Transtormation journey

2021 marked the cumination of the Group’s penod of corporate transformation. The mult-year
transtormabion meluded the finance transformation and development of the Graup nsk and control
framework. These were disrupted by the pandemic but the committee continued to assess the
framework ang its implementation regularly throughout 2021 A decision was taken atthe end of the
year to focus on optimising the current inance reporting systems and nat nugrate to an entirely new
finance system This followed carefuf consideration oy the Baard and the commitieg on investments
made to date and the disruption, effart and cost required to put in place an effective finance system
t supgort the finance transformation The simplified operating modal iIntrodused in August 2021,
the ongoing programme 1o rationalise the overly complex fegai structure, and commitment from the
Group's finance reporting system supplier for continued support for existing 1T platforms underke
this decision. It led to an impairment of the previous investments in a new finance reparing system
but the revised plan will expedite completion of the much needed standardisation and autornation of
Capita's finance processes and a more rebust conirol framework. Further impravements to the
Group risk ang cortrol framework. including financial contrals, are planned for 2022, taking nte
congideration the Gavernment's proposed audit and governance reforms, iIncluding the potential
adaption of a UK Sarbangs-Oxdey regme

Commitiee membership and attendance

The committee comprises all the independent non-executive directors and one of the employee
non-executive directars, Joseph Murphy. Although not considered independent under the LK
Caorporate Governance Cede 2018 [Code), Joseph bnngs valuable nsights from the employes
perspective into committee discussions and the Board felt that it was important from an employee
engagement perspective for him formally to be a member of the commitiee despite his lack of
independence. 1 am cansidered 1o have recent and relevant inancial experience far the purposes af
the Code.

To encourage effective communication, it addiion to the above members, the Board Chasrman
CEQ, CFO, Chief General Counsel and Director of Graup Finance are invited ta attend commitieg
meatings along with certain members of the senior management team. the Group Rigk & Intarnal
Audit Directar and representatives from KPMG, the Group's external auditor, Oppartunity exsts at
the end of each committee meeting for the representalives of the internal and external audit teams
to meet with the committee in the absence of management and both have access to the committee
should they wish to voice any concerns cutside formal meetings.

Committee performance was assessed as part of the externally facilitated Board evaluation {see
page 66 for more iInfarmation). The Board is satshied that the combined knowledge and expenence
of its members 15 such that the committee discharges its responsibiliies In an effective, ntormed
and challenging manner and that, as a whole, the commitiee has campeétence relevant to the sector
n which the Company operates The Group Campany Secretary, or their nominge, acts as
Secretary to the committee and 1$ avallabie to assist the members of the committee as required,
ensuring that timely and accurate information is distributed accardingly

How the committee operates

The commettee has an annual forward agenda to cover the key events in the inancial reporting
cycle, specific sk matters identifred Dy the committee and standing iterms that the committee 1s
required to consider in accordance with its terms of reference. The annual agenda is supported by
agenda setting meetings held in advance of each committee meeting, led by me and attended by
the CFO, members of the Group Prnance team the Chief General Gounsel and the Director of Risk
and Group Internal Audit. Therr purpose 1s to identify key issues iImpacting the business that may
require consideration by the committee. Reports are raceved from Group functions, including risk
and internal awdit, as appropriate New sales wins and ther contract terms are reviewed from ansk
and accounting perspechve as appropriate. Additional reports are provided as may be required

1 report to the Board the key matters of discussion and make any sigrificant recommendations

as Necessary.



l i Audit and Risk Commitiee report
i (R |

How the committee discharged its roles and responsibitities in 2021

The committee held seven scheduled meetings during the year and attendance at each meeting is
shown on page 71 Neetngs are planned around the Cormpany's inancial calendar

Financial reporting

Accounting judgements and significant accoaunting matters

As part of the process of manitoring the inteqrity of the fimancial iInfarmation presented n the
half-year results and the Annual Report and Ancounts, the committee reviewed the key accounting
policies and judgements adopted by management to ensure that they were apprapriate. The
significant areas of judgement identfied by the commttae, N canunation wih management and the
axternal auditor, together with a number of areas tha the committee deemed signiicant in the
context of the financial statements, are set out m the tables an pages 89 1o §2

Fair, balanced and understandable

At the Board's request, the commities considared whether the talt-year results arid the Aririual
Report and Accounts were tar, balanced and understandable and whether the informaton provided
was sufficient for a reader of the statements ta understand the Group's position and performance.
husiness medel and strategy The committes reviewed both the narrative and finanoal sections of
the reparts to ensure they were consistent and gave a balanced view of the performance of the
business in the year and that appropriate weight was given to both positive and negative aspects.
The commitiee also considered whether full-year and hali-year results announcements were
presented clearly.

The commities considered whether the Annual Heport andg Accounts enables readers to
understand the Company's finangial position and prospects, as well as assess 11s gong concern
status anc longer-term viability.

During 2021 the Committes
maintained its oversight of
fimanzial reporting. oudit and
risk in & pivotal year for Capita's
transformation,”

Communications with the Financial Reporting Councit

In September 2421, the Company received & letter from the Financial Reparting Council (FRG)
toliowrng s review af the Company's 2020 Annual Repart and Accaurits The FRG requasted
further information in relation te recoverability of investments in subsidiaries and amounts owed by
subsicdianes reported by the Parent Company

Fallowing prowision of the infarmation requested, the FREC closed its enguiry in Movember 2021, We
undertook to add further disclasures in relation ta the impairment assessment for investments in
subsidianas and these have been added Note 7.3 4 ta the financial staterents Further disclosure
abservations made gy the FRC were grven full cansrderanan and addwonal disclosures are
ncluded In the 2021 Annual Repart and Accounts where matenal or relevant to do so

The FRC's review was based on the Annual Repart and Accounts ang did not benefit fram detaded
knowfedge of the business or an understanding of the unaerlying transactions entéred nto ftwas,
howevet, conducted by FRG staff with an understanding of the relevant legal and accounting
framework, The review carried out by the FRC provides no assurance that the Annual Report and
Aceounts were carrgct in all matanial respects, the FRG'S rale is riat tg vertty the mtgrmaton
provided but to catisider compliance with reporting requirements.
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Significant issues in relation to the financial statements considered hy the Audit and Risk Committee

Going concern and viability assessment

Matter considerad

Gonsideration of the gong cancern assumption and wanility o the Group and Parent Gompany is the
respansbilty of the Board. The committee conducted an assessment as part of its support rale, given the
inherent judgemenis required fo assist the Buard evaluate the resilience of the Group. This was a critcal area
of tacus for the committze. given the transtormatian and the unparalleled economic uncartainties INroduced by
the glooal pandemic

Action

The committes considered tha projections within the business plan, agreed by the Board n February 2022, and
the key assunphions Underpinming the fulure cash iow and prafit forecasts. The committae recenved reports
from executive management and KPMG concaming the gaing concern and viability assessments, including the
key nsksidentified These includad details on the key assumptions. the forscasting process inchiding hestorical
foranasiing accuracy. the committed facdties auanable. and the mitigatians within direct contro af the Graup.
The commities also considered the nsks enthed and appraised lhe severity and plausiblity of these in setting
the downside scenand {sea section 110 the consolidatad financal statements lor details).

As afternatives to these operational mitigatans, and to support the medlum-term resiience of the Group, the
Board han assessed the disposal programme and refinancing agenda. The commitiee concurrad with the
Board that the refinancing and dispasal mittigatons ware preferable ta the operatianal mitigations. The
comimittae judged tha ikehhaod af these mibgat:on actions succeading by conskienng the Groups sutcesstul
track record of executing dispesals in recant years and the Group s history of securing effective refinancing.
The committee carcurred with the Board's assessmen! and confidence of the Group's abdity to complete the
plannad dispasals and refinancing aganda. The commiltee considerad these milgahons as applicable both tor
tha gaing ¢ancarn pariod to August 2023 and tha viabdity penod to 31 Dacamber 2024,

The committae recognised that any refinancing and future disposals would required third party agreements and
approvals. As these events are outside the dieact control of the Company they may give rse to matenal
ancerainties. The committee reviewad the disclosures presanted in seéction 1 of the consoidated financial
statements togelher with the wiabibty statement on page 62 1o ensure there was sufficent detall provided 1o
axplain the bauis of preparaticn and the Board's conclusion.

Outcome

The committea |s satishied that ihe analysis prasented by exccutive managemant and KPMG provides enough
detall to allow a robust assessment of relevant risks and mitigations to be underiaken This supported fult
discussion of the severa but plausiole downsides and allowed the committee 1o recommend 1o the Beoard that
the going concerm assumplion be applied and the viaoiity statement oe approved

Tha cammitta2 +5 satishied that saction 1 ta the consoidated financial stataments and the wability statement on
page 62 include proportionats dhsclosures to inform users of the assassments undertaken oy the Board

Revenue and profit recognition

Matter considered

There I3 sigrihicant nisk on long-term contracts related ta revenus recognised from vanahions or scopea changées
where significant judgamant 1s raquirad 10 ba exarzised by management. Therz is a nsk that revenue may be
recognisad aven thaugh it 15 not probabie that consideration will be collectad . which could be due to
uncertaimes over contractual 1erms and ondaing negotiations with clients

Judgement 1s also requered when customers request scopo changas o determing it there s a contract
modificalion or & cantract tamination faflowed by a naw contract. Cantract terminahons can lead o the
immediate recagnition of any deferred income peing held for recognition in future penods

Action

The committee recenved reqular updates o0 alf major contracts during the yaar and specitically reviewed the
material judgerments as part of the half-year and year-end close process The commitiee has also considered
Ihe recogrition of onerous prowsions. where appropriate, and the lfetima profitatility of contracts.

To axl the reader. the company has includ=d a dotailad explanation of the Group's accaunting far lang-term
contracts (see nate 2.1 to the consolidated finansial slatemants).

Qutcome

The revenue recognition policy Includes disclasure of the significart Judgemeants and estmates in relalion to ts
application and the commuttee 15 salislied that these have been properly disclosed. The committes 15 saushed
that the disclosures given within the accounts are sufficient ko gain a proper understanding of the methadalogy
of accounting for revenug acrass the Group. including the recognition of dalerred income at the balanca shoet
date The commiltee reviewed the disclosure and concluded that these provide information that 1s helpful to
allow a fuller understanding af the appllcahan of IFRS 15 tc the Group's contracts,
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Gontract fulfiiment assets

Matter considered

The adoption of IFRS 15 tad 19t recogrition af cantract fuffdrment dssets (CFAS), Judgermants are mwoked in
assessmg whelher the costs incurred on a contract or an anticipated contract meet the capitabsation critena as
set out under the standard,

In addiwon, the amortisation ot these assets invnlves estimation of the expected e of the contract, and when a
conlfact 151 the early yaars past-incepton and undargolng majar ransfarmation activties. the CFAs ars at
heaightened risk al impairment

Action
The commttes has cansidercd and challenged the significant judgements and estimatas involvad in
determining the carryng valuz ot GFas.

As part of the rewew of 2l majar contracts the committes has Aso consadered the recoverabifity of CFAs.
Ouinirtg the: year, e comimities aicussed certam CRAS whers ther rgcoveratmlity was i daubt,

Outcome

The committee 15 sausfied that approprale judgemants and estimalas have been mada in datermnieg the
carmng vahie of CFAs and tha extent of impairment of CFAs recagnisad In these statements & applopriate.
The committee is sansfied that the accounting policy nota prowdes sufficient clarity as10 the oy adaptad
2nd that the disclosures prowde siformation 1o allow a reader 1o understand the nsks assoniated with different
stages of a typical lsng-term Capita contract

Impairment of intangible assets, goodwill and Parent Company's investment in subsidiaries, and recoverability of receivables from subsidiary undertakings in the Parent Company

Matter considered

The Group cames signitinant assal balances inregpact of goodwal] and intangible assets rafated o 4
acquasition activity. In addiion, the Parent Gompany carmas a matenal halance of investmentin and
recawables rom, subsiharies in s financial statements. The mpairment and recoverabilty assassmants
require the apphicatian: of judgement concermng fulute prospects and forecasts

Action

The cammittes has reviewed the rabustness of the wnpamment maoded and challgnged the appropratenass af
assumphians used to calculate and determing the exustence of impairment

The commitiee has also reviewed the rabustness of the assessment of recaveranilty of recewables from
subsichary undertakings in the parant company, and challenged the appropnateness of assurngtions Used 1o
caleuiste and determing any provisions required

The committes also considere the lefter secaived frim the FRE dunng the year in ralation 1o Pacent Combany
nvestments {as referred 10 earher in this report)

Outcome

The cammittoe 18 satshed with the impairment of goodwill and mtangities recogaised in Ihase inancial
statements which 1s in ine with expectatians grven performance of certain areas of the business in the year n
the tace of Cowid-19 headwinds

The cormrmittee 15 alse Sabstied that the assumptions, methoddlogy and disclasurs v nates 3.3 and 34 tothe
consoligaled financial statements ara sutficient 10 give the reader an undarstanding of the actun taken angd the
sengitivihes within the gopdwill angd intangile assels palance 1o any furtheoimpairment ngk,

QOf particutar importance 12 the committre was the inclusion of suficient disclasures 1o sat out the averts and
circumstances fhat have led to the imparment charges recorded in the year

The commitiee alsa considered the leval of datall Includad in the sensitivity analysis ta ensure that this reflaciad
the stage of the transformation and associated execution nsks

The commitee also considered that any impasrment of invastinant In SUDSIAANSS. Or ANy provison aganst
amounks racavable from subsidiaries. 2l the paren! company kevel were appropnate and propesty accounted for.,
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Hems excluded from adjusted results

Matter cansidered

As gtated m its accounting policies, Capita separates s resulls betwean adjusted ard reponad K prowde
ugeful dhselosure to aid the understanding of the perfarmance of the Group  The commitiee needs to ensure
a far and balanced freatment of what s and 1s netincluded as an adjusting item

Action

The committee reviewed the individual tems excluded from adjusted resulls The committee requested further
infermatron concerning the ongination of the lems wheare it feilt t was necessary 10 enaole a conclusian 1o ke
drawn as 1o whether the chosen presantaton acheved the stated principle

The committae canskderad the accounting policy by refarance to guidance issued by the FRC and the need to
ensure any alternative performance measures are grésented with equal praminence to reportad figuras and on
a consistent basis year on year

The commrttee considered the appropriate presentation 1 apply far costs associated with the transformation
plan which ate presented as an adjustment to tha raparted results. The plan 1s extensive and covers several
Capia-wde mtiahves 1o address the cost compentveness of the businesses and to simplify and strengthen
the Group.

Categories of expenditure include costs typically assteoated with majgor restructunng such as severance
payments. but also Include costs rélatad o the atishonng of achvities and the intraduction of aulomation and
digital solutions, & Graup-wite property raionafisal.on and tynctianal transtormation prajects. To support thase
activiies. external professional fees are being Incumad in addition to dedwcatad intemal casts. Where such
costs are incrementat and directly related to the transtormation plan the committee has concluded that such
©ashs should be iIncluded in the overall ranstonnation casts that are separately presented. in 2021, this included
impairmert of the elerments of the new finance reporting systerm which are no fonger expected to be utiisad.

The committee also considered the approprate presentation to apply 1o provisians and imparrments in respect
of two streams of related services In Experienca. In prior years, such contract judgements have not been
adjusted as they were consigered ta be in the narmal course of businass and not associated with the
transtarmaton plan, Howaver, due to the quantum of the charge, the cormmettee concluded that such charges
should be excluded from adjusied resufts o lughlight the iImpact on the in-year results

In agrewing this presentatan, the committee was mindful of the guidance issusd by tha FRG in November 2017
n terms of muli-year mager restructuring’ programmes. This directs baards to define the costs to be presented
separalely, el bardars to caplure anly relevant costs, and emphasises tha disclasures to explain the costs
must be transparent andg of hugh quality

The cammittes Zonsiders that this guidance has been apolie and note 2.4 to the consolidatad financial
staterments provides details of rhe costs incurred in 2021

Qutcome

The committae concurs with management's view that the presentation ol tems excluded from adjusted results
prowides useful disclostre 1o ad 1he understanding of the performance of the Group and agrees thatthe frems
excluded meetwith the stated policy for recogrition

Note 2.4 to the consolidated financial statements sets out the itams that are separalaly presented, and tha
committee is satishied that this prowdes sufticient information o inform a reader on gach category presented.
The committee also noles that the approach is consistent with that used for the rights 1ssue in 2018

The commnttee continues to encourage managament to provide Iransparency over items that impact the
resuks. both reportad and adjusted. The CRO's review within the strategic report provides details of each
signifleant kem and those that are considered ane-off in natura, The committes i satisfisd that this provides
useful information fo allow a reader to assess the periormance for the yéar

‘The committee wil continue 1 review thes policy In 2022 and beyond with a view to reducing the gquantum of tems
excludad from both adjusted protit and frae cash flow. As 2021 marked the ond of tha Group's peniod of corporate
transformation. any residual restructuning costs will be recorded wilh adjustad results from 1 January 2022,

Pravisions and contingent liabilities

Matter considered

There 15 judgement apphad in the level of prowsioning acress the Group. This invalves assessing the size,
tiring and probatility of economic outlows due to tha gecurrence of a past evant. Itis therefare important to
understand the judgement being made as well as the astimate of any accompanymg outflow of funds.
Action

The committea has raviewed the disclosure in the financlal statements and, in particular, has challenged
management to justity provisioning levels where a range of oudcomes has been idenbifiad.

The committae recewed regular updates from the Chiel General Counsel on open claims and ongoing
ibgatian This was used to nform the commitiae on any prasisions reguired kor possible otura austlows.

The committas reviewad the iinal autcome of mattars and compared this ta the provision recognisect

by management.

Qutcome

The comimittag 1s satished with the fact patterns underlying the provisions, with both the treatrent and levals
of prowvision being property Justified.

The committes 15 satished that the histancal level of accuracy in managemenl’s prowvisioning supports the
current level of provrsions.

The committeg reviewed the disclosures asscciated with the provisions recorded and alsec the contingent
liatwlity note. It was satistiad that the disclosures provided properhionate delails to inform a readsar.




Auditand Risk Committes report

Pensions

Matier considered

The measurament of tha detined benefit Lability n respect of definad benatt pansion schemes aparated within
the Group is & complex area, refying on assumptions onantlation. mortalty. corporate bond yiells, expectatons
of retrns on assels and several other key inputs There s a nsk that any one of these could lead to
misstatarnent of the Group's liabity n respact of pension abfigations and the pension sharga ar mevemant
recogrsed in the income Statement or statement of comprehensive ncome

Action

The commuttee reviewed the disciosure as presented in the accounts The cammitiee &lso challenged the key
assumphims and reviewed Ihe sensdiaty 1o changes in some of the key assumplions on a standalone basis as
wall ag1n the context ot daflnen benefit schemes serass otnar external benchmarks,

Outcome

Tha cormmitiea 1§ sahishiad that the astiation of the Group's pension habilhiag and the parmitve that
accompames them gives the required level of informatior for a reader of the accoums 1o determine the mpact
on the Graup Gf s persion abiGahons

Other issues cansidered in relation to the financial statements

Materiality

Matenality 15 smportant in determiring the nsk attached 0 any dgement. The cormmittae considers
the audit materiality set by the external auditor to ensure that the commitiee is informed of individual
terns above a certain threshold that are most hkely ta have an 1mpact an the financial statements.
The comimittee reviews the external auditor s report and the individual items that breach the
mmateriality thresholds and assesses their relative impact on the reported statements. These are
staterment of comprehensive ncome. balance sheet. statement of changes In equity and cash fiow,
as well as the noles to the accounts.

The committae requests further clarfication from the extemal audior, the GFO and Director of
Group Finance as to the nature of these items and also their relatve importance In the inanciat
statements.

After having made such enquines, the cormmitieg 1s satisfied that matenaity has been appled
corectly in the accounts and that material iterns brought to its attention remain unadjusted where
1ts Inclusion would not cause detriment to the overall reading of the financiai statemeants,

Disclogure of information to the auditor

The directors who held office at the date of the approval of this directors’ repart canfirm that, so far
as they are sach aware there s na relevant audit infarmation of which the Company's auditor 1s
unaware, and each director has taken aft steps that they cught 10 have taken as a director 1o make
themselves aware of any relevant audit information required for the audit and o establish that the
Company's auditor is aware of that information:

Statutory auditor

Tha committes provides a forum for reporting by the Group's auditor (KPMG) ahd it agwses the
Board on the appointment independence and objectivity of the auditor and on Tees earnaed for
both statutory audit and audit-related work The committed discusses the nature, scope and
tming of the statutory audd with the auditor and, in making a recommendation ta the Board an
auditor reappontment, performs an annual independent assessment of the audnar's suitability
and performance.

The external audilor attends meetings of the committee and provides updates on statutory
reporting. audit-related services and fees, and engorng audit tems.

The auditor has the opporturity ta raise concerns in private session with the committee and
separataly with tha chain Specifically, the committee asks the auditor f discussion of busingss
perfarmance in the strategee report 15 consistent wath the auddor's averall imprassion of Gapta
Any materal discrepancies are discussed {refer to the independent auditor's repaort)

Auditor independence

The committee has a responsibiity to put In place safeguards to auditor objectivity and
independence and the key measures are

« The CFO monitors the ndependence of the auditor as pan of tne Group s assessment of audiar
effectiveness and reports to the committee accordingty.
- The GFO must approve all audi-related engagements ~ further detalls are set out 1 the section

below on audit-related services. The commitiee réviews audit-retated feas twice a year and
considers the mphcations for auditor objectivity and independence.

+ The audrtor must contrm s ndependence to the committes every six montns.
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Ensunng conflicts of interest are avowded 15 a fundamentai criterion in the selection of any third-party
auditor. Such conflicts may anse across public and private sector chients, and 1n key supglier
relationships. They are a key facter in the award process for an external audit assignment.

Audit-related services and fees

The Company's pohicy on auditor independence describes the services that may be procured from
the audior, namely audit and audit-related services only. To avaid the perception of a conflict of
nterast, the prowision of non-audit services 15 not permitted  Audit-related services include those
reguired by laws and regulations, or where 1t 1s more practical for the external auditar to perfarm
the service {eg reporting accountant role related ta certain public company transactions) KPMG
continues ta perform the review of Intenm results which, although technically classified as a
non-audit service, relates closely ta the audit

Under the policy, which is reviewed annually, executive management has discretion to engage the
auditor for audit-related services but the nature of such assignments and associated fees must

be reported regularly to the commitiee Al assignments require approval fram tha CFO Where
executive managernent has any concern that a proposed assignment might threaten the auditor s
independence, this 1s discussed with the committee char.

Tatal non-audi fees dunng the year were £1.5m and related to the review of intenm results and
services as reporting accountant for the dispasal of AXELOS Limited, Further detars are prowided
innote 2 3.2 1o the consolidated financial statements.

External auditor perfiormance

The committee discussed regularly the performance of KPMG dunng the year and was satisfied
that the level of communication and reporting was appropriate. These discussions included a
review of the effectivenass and quality of the audit process, audit planning and a formal past-audit
evaluation.

The farmal evaluation comprises separate assessments by both management and the commitiee
of the auditor's role, actity and perfarmance including

« cahbre and risk profile of the audit firm

- audit governance, ndependence and objectivity

+ audit scope and strategy

- audit team and relations with management and business

- audit communicaticns and resolution of audit issues.

Financial Reporting Council: audit quality inspections

Each year, the Audit Quality Review team {AQR)} of the FRC 1ssues a report that sets out the
arinctpal findings ansing fram the audit qualty nspections conducted 1N the previous calendar year
acrass a sample of audits far ail major aud# firms. The AQR's objective 1S 1o monitor and promote
Impravements in the quality of auditing. The reports highlight improvermnents required to promote
audit quality, and areas of good practice. The FRE pubhshes separate reports on the individual
firms, Including ¥PMG

The committee received a presentation fram the KPEAG lead audit partner on the findings from the
FARC Audit Quakity Inspection Repart far KPMG and the propoased impravemeant plans put forward
Hy KPMG in response, Including details of the Audit Quality Transformanaon Programme intiated by
KPMG The committae will closely monitar progress against these plans.

Audit partner rotation

The lead audit partner is the lynch pin of the relationship between the committee and the audit
team Accordingly, | led the selection of the new audit partner and made the recommendation to
the Board, having interviewed alternatve candidates. The cammittee wauld like to note their
appreciation of the hard work, expertise and professianahsm shawn by Robert Brent who rotates
off the audit this yoar

Extemal auditor reappointment

Foilowing & robust and ngarous audit tender process in 2018, the commutiee and Board
recommandad the reappointment af KPMG LLP as the Group s auditor and this was appraved by
sharehalders at tha 2018 AGM KPMG was first appointed 11 2010, intially as KPMG Audit pic

The tead audit partner 1s rotated on a five-yearly basis. The current lead audit partner rotated onto
the audit at the conclusion of the 2016 audit and will rotate off the audit team following the
cornpietion of the 2021 augit There are no cortractual obligahons which restrict tha committee's
choice of auditor.

Undar the raquirements of the Statutory Audit Services Order and the EU Audit Directive and Audit
Fegulahon, the provision of audit services should be retendered every 10 years. The complex
nature of the Group requires that a knowledge base is built up year an year by the incumbent to
ensura that the external audit 1s conducted wath a proper understanding of the Group's operations
and the nature of the risks that it faces. This is an important facter in ensuring audit quality. The
Group has complied with the provisions of the Statutery Audrt Services Order

A resolutan to reappoint KPAG as the external auditor of the Company will be put farward at the
forthcoming annual general meeting If approved, KPMG will hold office from tha canclusion of this
meeting until the conclusion of the next general meeting at which accournts are laid before the
Company, and s remuneration will be fixed by the commitiee
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Review of risk management and internal control

Respansiiity for revewing the effectiveness of the Group's nsk management and internal control
systems is delegated to the committee by the Board. The principal risks and rish management
processes are set out pn pages 53 to 61

Effectiveness and efficiency of risk management

Dunng the year, the committee complated a robust assessment of the pnncipal risks, INcluding
deep-dive reviews on six of the 13 principal risks The assessment also considered any efmerging
rigks that would threaten its business modal future performance, solvency or iguidity The
assessment process included regular engagement with the Executive Committee members
accountatle for the management of sk faling under therr remit As part of each deep dive, the
committes reviewed existing controls and further risk reduction actions to ensure they were vafid
and effective in reducing the overali risk level.

The committee received reports on the following themes during the year

- wellbaing. health and safety of our peopls

- cyber and information security

+ T resifience

« atracting developing and rataining our peopie

- anti-bribery and corruption.

The enterprise fisk management framework and coniral environment continues 1o be ephanced
and embedded across Capita in the revised cperating magel The committee conciuded that risk
managerment processes and the system of intermal controls were adequate and there were no
matenal weaknesses requinng specific disclasure. The committee reported the conclusions 1o the
Board to support the annual confirmanan that a robust assessment of the principal risks had been
carried out.

Effectiveness and afficiency of financial controls

Dearall on the status of irternal inancial controls 15 10 the nternal cantrol and risk managament
section of this repart and ¢an be found on page 53 The committee concluded that, whila these
were not approprately efficient for a Group of the scale and complexity of Capita. ovarall, they could
be relied upon to be materially effective.

Internal audit

The Group internal audit function has an adrinistrative reparting ine to the CFO and an
independent reporting line to me as Chair of the committee. The function has in place a co-sourcing
arrangement which adds expertise and breadth ta the work of the in-house audit team The funetion
15 fad by the Cirector of Group nternal Audit wha 1§ also respansible for the Graup's unreégulated
risk function. Reguiated business risk remains the responsibility of the Chief General Counsel.

The committee approved a threg-year plan In June 2021, which focuses on key business nisks and
processes. Conducting audits over these risks and processes will provide better insight into how
risk is being managed and will provide comparison across business units. The three-year pfan will
serve as a baseline for audit activity and the internal audit function will continue 1o reassess as the
plan progresses, to ensure 118 defivered and adiustad i lne with Caprta's changing risk prafile.

Thraughaut the year, the Group internal audit funchon provides wiitten reports o the comimittea on
the work carned out to date and the in-fight work to be campleted. An oral update accompanis
each report submitted to the committee. An annual report 1s provided each year summarnsing the
key matters ansing. Heports set out strengths and weaknesses Identfied dunng the work, together
with any recommendations for remedial action or further review.

insights from 2021 audits have continued to Identfy consistent themes including lack of defined
policy and procedures over key processes nsks beling managed through the expenenrce of que
peaple and exsting knowledge, roles. responsibities and accountabilies not always clear, and
Tack of evidence to demonswate monitarng and reporting of control activity In all cases
managerment rasponded with appropriate actions to mitigate the associated risks. There has been
continued focus by senior management to imprave the control environment throlgh the hmely
clasure of audit actions.

The committee reviews management's response to the matters raised and ensurés that any action
s commensurate with the level of sk Idantified whether real or perceved

Through regular interaction between the committee and the Director of Group internal Audit, as wiell
a5 reports recewved from the function, the commitiee can assess and satisfy itself that the Group's
provision of internal audit is effective.
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Anti-bribery and corruption

Capita has a Group-wde anti-bribery and carruption palicy, which compiies wrih the Bribgry Act
2010. Procedures are reviewsd perrodically to ensure continued effectve camplance in Group
businesses around the world.

Speak Up

Caprta's Speak Up policy provides a framework for concems to be raised in a responsible and
effective manner. To ensure that concerns are addressed in a manner independeant of 3 worker's
husiness ared, concerns can be raised through a facility provided by an independent third-party
prowder. Where concerns are rarsed, they are escalated to named contact paints wathin Cagnta for
further assessment and investigation. Oversight of these arrangements is a matter reserved (o the
Board and It receives updates on the operation of the palicy.

Privacy

Primary respansibility for drasional privacy compliance was tranisferred to the dnagions on 2 August
2021 Each diwsion has now appainted a Dmsienat Data Protection Officer or Lead who has
assumed responsibility for ensuring that divisions prowde their own first and sacont level
assurance. This structure ensures that privacy is managed where data is created.

A central pnvacy team compnsing the Data Protection Officer Deputy Data Pratechon Officer and
Data Privacy Manager sets privacy policies and standards for the whale Group and provides
assurance at Group level and within Capila functions and shared services.

Privacy teams acrass Capita continue to provide privacy assurance, traning and support to
business unis in Ine with the requirernents of data pratection legislaton As part of the Future
Capita restructunng. tha privacy function 1s undargoing a refresh to improve wisihiiity of privacy-
related issues and requirements. Initiatives inglude the creation of a new privacy site (including
updated pohcies, guidance and standards), updated training, privacy communications and refresh
of Capita's standard contractual data protection clauses

Matthew Lester

Chair
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Our new remuneration policy
is working well in supporting
the continued progress

of the Group under a itew.
simpler. mote client-focused
divisional structure.”

Annual statement
Dear sharehaolder,

| am pleased @ present the directors remunaralion report for the year ended
31 Drecember 2021,

As Capita emerges. like so many other companies, from the Covid pandemic and continues to
progress under & new. simphar, mare chent-facused divisional structure. the committee has
been focused an

+ Implementing cur new policy. with the main change being a replacement of the long-term
incentive plan (LTIPY with restricted sharc awards (RSAs: {together with the introduction of the
associated new share plan ruies). these changes were approved by shareholders at the

2021 AGM.

Reintroducing the annual bonus plan for 2021. which was canceffed for 2620

Colleague wellbeing. receiving real living wage sccreditation,

Detaiis of the commitied's approach 1o remuneration 1 2021, and the proposed mplementatian
of the palicy for 2022, are set out below

How the committee operates

The committes has an annual agenda covering the key planning and decision events in the
annual remuneration cycle. Each meeling is supported by an agenda-setting discussion held in
advancs witfl the committee Chair, Cheef People Officer and Group Reward Oirector to ideantfy
issues affecting remunaration that may require consideration by the committec: Regular reports.
inciiding Updatas on corprorate govermnanca ang requiatary developments. are received from the
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committee’s adviser. At each committee meeting the members may receive otheér reports and
presentations covering wider workforce arrangements which include the annual pay review.
incentive scheme arrangements, gender pay reparting. engagement on how executive
remuneration aligns with wider company pay policy, salary propaosals for members of the senior
tearn and approval of remuneration packages for new members of the executive committee.

Committee activities

The key workstreams of the committee during the year inciuded:

+ Reviewing sharenolder feedback following extensive consultation and agresing the directors’
remuneration policy taken to the 2021 AGM

- Agreeing the vesling percentage. including the exercise of negative discretion. in respect of the

2018 LTIP awards for the performance period ended 31 December 2020 (no bonus was operated

in 2020).

Agreeing appropriate initial RSA levels under the new 2021 Capita Executive Plan.

Agreeing the design and targets for the management bonus plan [MBF). renamed duning the year

from the short-term incentive plan,

Determining the remuneration arrangements for executive director and senior management

leavers/joiners

Consideration of executive pay arrangements and alignment with those for the wider worklorce.
Reviewing and agreeing the approach to workforce engagement in respect of executive
remuneration.

+ Consideration of the project plan for a review of wider workforce strategy on pay and progression.

In addition, the commitiee has ensured that the remuneration policy and praclices are consistent
with the six factors set out in Provision 40 of the 2018 UK Corporale Governance Code (the Code):

Ctarity - Our policy is well understoed by our senior management team and has been clearly
articulated to our major shareholders and representative bodies (both on an ongoing basis and
during the detailed consultation exercise in 2020/21 in respect of the last policy review).

Simplicity — The committee is mindful of the need to avoid overly complex remuneration structures,
which can be misunderstcod and deliver unintended outcomes. A key oblective of the committee is
to ensure our executive remuneration policies and practices are straightforward to communicate
and operate. The current paficy, spproved at the 2021 AGM. and its implementation has been
simplfied significantly in respect of long-term incentive pay through the use of RSAs.

Risk — Cur policy has been designed ta ensure that inappropriate risk-taking is discouraged and will
not be rewarded via (i) the balanced use of both shorl-term incentives and long-term share awards:



{11} the sigrificant rote played by equity m aur incentive plans (logether witn n-employment and post-
cessaton shareholding guidelngs), and (it malusClawback provisions and the committea’s abity
ta use discretion to adjust vesting levels.

Predictability — Our incentive plans are subject to annual individual imits. with our share plans also
subjec! to a share dilubon limit.

Proportionality — There 1s a clear link between individual awards, delivery of strategy and our
tong-term perfarmance thraugh perfarmance conditions or underpins apptied to short- and long-
term vanable pay In agdihon, the significant role played by incentiva/at-nsk pay, together with
the structure of the executive directors' service contracts, ensures that poor perfarmance 1s

not rewarded.

Alignment to culture — Cur exseutive pay polcies are fully aligned 1o Capita's culture, Including
elernents of fixed pay (exscutive director pension pravision is aligned with the warkforce) and
through the use of performance metrics that measure how we parform aga:nst sur financial and
non-financial KFls. RSAs further increase akgnment to Gapita's responsible business strategy by
otfering a narrower range of value oulcomes

Remuneration for 2021

As noted in the 2020 repart. the committee was concerned that the existing policy. based on the
annual grant of LTIPs, was no longer warking effectively. A detailed review of policy, which included
an extensive shareholder consultation exercise. was carried out by the committee in the circa six
manths running up to the 2021 AGM with the main focus being a switch from LTIPs to ASAs (the
rationale for this is set out in detail in the 2020 report). The approach to 2021 remuneration nofing
the strong shareholder suppart received at the 2021 AGM, was as follows:
+ The base salary level far the Chief Executive Officer (CEQ) was mantained at £725,000 from
1 January 2020 {unchanged since his appointment in 2017).
+ Tim Weller was appoirted Chief Financial Otficer (CFO) in tay 2021 on a hase salary of
£545.000 The committee’s ratanale for Tim's salary positioning 1$ set outon page 118 the
annual repart on remuneration.

Annual bonus potential was reintroduced for 2021 (the annual bonus plan for 2020 was withdrawn
betore targets were set. in respanse 10 Covid-19) at a maximum of 200°% of salary for the CEQ
and 175% of salary for the CEQ - unchanged front the previaus poficy levals. The banus was
based on adjusted profit before tax (20%.), adjusted free cash flow (40%a) arganic revénue growth
[20°0) and strategic KPis (20°%)

RSAs were granted under the Capita Executive Plan immediately after the 2021 AGM following
shareholder approval of the new remuneration policy and share plan.

Annual bonus for 2021

Following a review of performance by the committee post year end annual bonuses of 24.8°; of
maximum for the CEQ and 25.8% of maximum for the CFQ (pro-rated as a result of joining in year)
were awarded, While the threshold targets in respect of adjusted free cash flow and PBT were not
met, Grganic revenue perfarmance (2 key part of Capda’s transformation plan) was between
threshald and target and the strategic objectives were considered 1o have been met to a significant
extent. Consistent with the shareholder approved remuneration policy. 50% of the bonus awards
will be deferred into Capita ple shares lor thiee years.
in considering the annual bonus awards for 2021, the committee also reviewed the broader
stakeholder expearience and concluded that
+ the senior executive team, and in particular the CEQ and CFO (from appointment), should be
rewarded for providing outstanding levels of leadership and continuing fo deiiver against the
corporate transformation strategy during another year of uncentainty and disruption;

following the application of commitiee discretion to reduce the 2019 annual bonus to zerg. and the
canceilation of the 2020 annual bonus plan in eatly 2020 before the fargets had been set, any
turther application of negative discreuon for the executive direstors in respect of the 2021 annual
bohus was not necessary of appropriate in the circumstances;

- while 2 small amount of furlough suppart was taken at the start of 2021 {c.£5m versus £21min
2020) ko protect a number of key roles. this was not considered to be material at €.0.3% of
Capta's total salary till for 2021, paricularly notng the early action taken in respegt of the 2020
annual bonus noted above and a number of other negative discretions applied over the last two
years. and

the equal split between cash and deferred shares. as per our approved policy. remains
approprate, nating that the RSA already pravices a significant level of shareholder alignment and
retention and as such. further deferral was not considered necessary.

Accordingly. the committee believes that the annual bonus awards to the executive directors for
2021 are hoth proportionate and appropriale.

The 2019 LTIP awards held by Jon Lewis. which are due to vest in March 2022, wil vest at 12 5%
of the maximum opportlnity as a result of the strong performance on customer satisfaction targets
{twhich have been a key part of Capita's ransformation plan) aver the three years 1o 31 December
2021 Further details in respect of this performance assessment and the vaiue of the awards twhich
are materially reduced from the value as at the original grant date following the fall in share price
since grany) are set out on page 113,
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The comrmittes is satisfied that total remunéaraton paid to each of the executive directors in respect
of 2021 was appropriate when the progress against the transformation pian. and the stakeholder
experience more generally, are considered.

Use of discretion

The committee retains the right to exercise discretion to override formulaic outcomes and ensure
that the level of bonus and/or share award payable is appropriate. It may use its judgement to adjust
outcomes downwards to ensure that any payments made reflect overall Company perfarmance and
stakeholder experiences more generally. Whare exercised, the rationalg for this discretion will be
tully disclosed to shareholders In the annual report A summary of the discretion exercised by the
commiltee in respect of 2021 (and in respect of the prior year} is set out below

2020 2021

Annual 17 hight of the impact of Cowid-19 the an Lal benus plan Tne comm tte2 d & nat consider turiaer
bonus ~ Wwas wihdrawn far 2020 fo- the execstive directors iplus app eancn of downward discraton fo be
the executive commitlee and selected s2ngr manage-s) necessary o° appropriate 11 2021 fo lowng a
betcre e targets were ag-eed rewiew of Group and ndividua! pe-farmance tne
general stakeholdar axperénce and 1oting
d scration exercised in 2019 and 2020

LTIPs 2020 LTIP award lavels were reduced by grgand 70% 2021 B5A 'avels were 1educed Fom the neimai
caompared witii narmal grant kevels i ddkition, ana te poicy giantievel by around 7.
refiest undedying Anane al and eperat-anal pera:marnca
\he commitles app-ed downward discrehon when
as3essing the vesl ng of the 2018 LTIP

Board changes in 2021

On 12 May 2021, Gordon Boyd resignad from his position as interim CFO and Executive Director.
and Tim Weller was appainted as the new nermanent CFQ and Executive Director on the same
date. Detalls of the remuneration arrangements in respect of Gardon's rasignation and Tim's
appoiniment are Set out I the annual report on remuneration on page 116

David Lowdsn and Neelam Dhawan were appointed as Non-Executive Directors on 1 January and
1 March 2021 respectively. David took over the role of Senior Independent Director with effect from
1 March 2021 foilowing Gilhian Sheldon's resignaton as a Non-Executive Director and the Senior
Independent Director on 28 February 2023, Andrew Williams and Baroness Lucy Neville-Rolfe
resigned as Non-Executive Directors on 11 May 2021 and 14 December 2021 respectively.

Remuneration policy for 2022

Following shareholder approval of the policy at the 2021 AGM. with 2 high level of shareholger
suppon, ne policy changes are being proposad at the 2022 AGM. See pagas 101 to 106 for
a sumrmary of the current approved policy

Implementing the policy for 2022
The committee's intended approach to the implementation of the policy for 2022 13 set out below.

Fixed remuneration: Jon Lews salary was increased in line with the average increase for the
UK workforce from 1 January 2022 (hrs first salary increase since appaintment in 2017) while

Tim Weller dic not receive a salary increase, given his recent appointment to the Board. Executive
directors will continue to receive a workforce-aligned pension allowance (5% of salary, in line with
other employeas).

2022 annual bonus: The annual bonus plan will operate for 2022 with maximum opportunities
continuing at 200% {CEC) and 175% (CFO) of salaty, The financial performance metrics will be
nased on reported revenue. reported profit betore tax and reported free cash flow (all agually
weighted and totalling 0% of maximurn bonus). The remaining 20% of maximum bonus will
be based on strategic/individual objectives incorporating environmental. social ang governance
{ESG) targets.

2022 RSAs: The CEO was granted an RSA in 2021 over shares equal to 125% of salary and itwas
the carnmuttee’s intantion to move to 150°5 of salary RSA frorm 2022 onwards, In additon, the
committee had intended o0 adept a more market consistent underpin for 2022 {in addition to an
underly:ng financial performance underpin, the committee also attached a tatal sharehoider return
({TSR) growth underpin to the 2021 RSAs). However, retlechng the prevaiing share price, the
committae has again agreed to grant the CEC'Ss 2022 RSAS at no more than 125% of safary lavel
{ie below the normai 150% of salary maximumi and apply the TSR underpin {ie TSR must be
positive over the three years ending 31 December 2024) 1o the CEOQ s RSA for a second year.

In respect of the CFO's 2022 RSA, the committee has agreed to grant this at no more than 100°. of
salary albeit the TSR underpin will also be applied to his award. While this is higher than the 832 of
salary 2021 RSA. the committee wishes to ensure that the CFO remains appropriately retained and
incentivised, particularly in light of the application of the TSR underpin (which is currently
underwater given that it comrmenced on 1 January 2022} which was not originailly intended to apply
when the CFO s remuneration package was agreed in 2021,
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As such. the 2022 RSAs to be granted to executive directors in March 2022 will.

+ pe set at & maximum of 125°. of salary for the CEQ and 100°: of salary for the GFO (albeit

as noted below. the actual rumber of shares will not be determined until much closer to the
grant date).

normally vest after three years from grant subject tot ii continued employment: {ii} satisfactory
personal performance during the relevant vesting periods: and {iif) a positive assessment of
performance against two underpins (se¢ below): and

deliver shares that, once vested. may not normally be sold until at least six years from the grant
date (other than to pay refevant taxes)

In respect of the underpins for the 2022 awards:

underpn 1 Capra’s TSR over the three years ending 31 December 2024 must be posiivé for any
RSAs granted to executive direstors to vest: and

underpin 2 tha committee must be satistied with the underiying performance of Capita and that
there have been no environmental, social or governance issucs resulting in matertal reputational
damage [f this s not deemed to be met, the cornmittee will consider a reduction 1o the final
vestng level of the RSAs (including to nil).

The actual number of shares under award will be determined just prior 1o the date of grant based
on the prevailing share price at that tme and full details will be in the RNS |ssued immediately
foflowing grant.

Shareholder views

In taking a new remuneration policy to the 2021 AGM. the committee carried out an extensive
consultation exercise with our major shareholders and the main representatve bodies. Following a
review of the feedback received. the committee made two changes to the original proposals being
(i) an extension to the post-vasting holding period from the two years originally proposed o three
years; and (i} a reduction to the 2021 RSA levels from the normal policy lovels. The committee
beligves that the process refiected a genuine consulténon exercise and was pleasad with the level
of shareholder engagement and the suppart it received for both the new pelicy (97.13°%) and the
adaption of the Capita Executive Plan (96.95°-.

Employee engagement

In 2021, Jan Lews reguilady commuricated with all emplayees, including on our 2020 inancial
results. Emplaoyees are ablz to submit any guestions about the Company ~ including in relation to
the directars remuneration policy and repart, pay &nd benefits ~ bath online and dunng fve
employee bnafings. Lyndsay Browne, one af the employee non-executive dirgctors, was appainted
to the Remuneration Committee in 2020 with the intention of ensuring a colleague perspactive on
remuneration at the very top of the organisation

The commitiee discussed the speciic Code requirement to descrbe engagament with the
worklorce on how executive remuneration aligns with wider company pay policy, and how best this
might be addressed at Capita As committeg Chair, | have initiated a programme ot workforce
engagement sessions which are attended by a cross-section of employees from different levels.
divisions and testitories within the Capita Group. These sessions caver the work of the committee,
how executive remuneranon is inked to performance, strategy on workiorce pay and progrossion
and how Capita exacutive pay policy links o wider company pay policy including how each element
of the rermuneration package cascades down the business. These sessions provide an opportunity
far questions and answers and the provision of feedback 1s encouraged. Further warkforce
engagement sessions are planned during 2022.

Concluding thoughts

As Capila continues 10 progress under our new, simpler, more client focused divisional structure,
the committee 15 satisfied that the new policy 1S operating as intended and will Higip ta ensure that
the senigr management leam is appropriately retained and incentivised. The committee will
continue 1o iisten W the views of our sharetioiders in respect of remuneration and. as such,
welcomes all input.

i hope you find s report to be clear and helpful in undérstanding aur remuneration practices and
that you will be supportive of the advisary vote to approve the annua! report on femuneration

Finally. { would like 1o thank our shareholdets for their ongoing support.

Georgina Harvey
Chant
Remuneraticn Committee
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Directors' remuneration policy

This part of the remuneration report sets out a summary of gur remuneration policy which was
approved by shareholders at, and took effect from, the 2021 AGM The {ull policy approved by
sharehoiders at the 2021 AGM is presented in the Annual Report 2020. No changes to the palicy
are proposed for 2022. The information provided in this section of the remuneration report is not
subject to audit.

Responsibilities and activities of the Remuneration Committee

The committee is responsible for determining and agreeing with the Board the remuneration policy

for the executive directors. executive committee members and the Group Company Secretary role.

including setting the overarching principles. parameters and governance framework and
determining each remuneration package. In addition. the committee reviews remuneration for
the wider workiorce and related policies and the alignment of incentives and rewards with culiure.
The commitiee also sets the Chairman's fee.

In setting the remuneration policy for the exacutive directors. executive committee members
and the Group Company Secietary role, the commitiee ensures that the arrangements are in
the best interest of both the Group and its shareholders, by taking into account the following
general principles

- To ensure total remuneration packages are simple and fair in design so that they are valued
by participants

- Ta ensure that total remuneration strangly retlects performance.

- To balance performance-related pay hetween the achievement of inancial periarmance
objectives and delfivering sustainable performance, creating a clear connection between
performance and reward, and providing a fecus an sustained improvements in profitability
and returns.

- To provide a significant proportian of remuneraton i shares, allowing senier management to
bulld a significant shareholding in the business and, therefore, aligning management with
shareholders' mterests and the Group's performance, without encolraging excessive risk taking.

Consideration of shareholder views

The Company i committed 1o maintaining good communications with shareholders. It considers
the AGM to be an opportunity to communicate with shareholders, giving them the opportunity to
raise any issues or concerns they may have. In addition. the commitiee seeks tc engage directly
with major shareholders and the main representative bedies. should any material changes be
proposed to the policy.

Consideration of our people

When determining executive director rerunaration policy and practices, the commitiee reviews
workforce remuneration and related policies and the alignment of incentives and rewards with
culture to ensure that workforce pay and conditions are taken into account when setting the pay of
executive directars and senior management.
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Remuneration policy table

The following table sets out the key aspects of the policy.

Base salary

Purposae and hnk ta sirategy

To atiract and retain talent
by ensurng base salaries
are gutficlently

Qparaton
Narmally reviewed annually in December. with any changes usually effective in
January The carmmitiee may award salary increases at gther imes of the year if
itconsiders 116 e sppropriale, The review takes into account:

Mawmum oppertunty
There is Ao prescribed maximum monelary annual
noresse to base salanes Any annual increase w

salanes s af the discrelian of the committee tgking

Ferfarmanca framewark

Individual and business performance are
CANSIASrations i Setting Ja5e salanes

competitive . Salan mular com 65 and com bly-sized com, . Inta account the factors stated in this taole and the
alarnes in similar panies and comparably-sized companies Fotlowing princaples-
- Remuneration polcy
E + Salaries would iypically be ncreased at a rate
conomic clmate consistent with the average salary increase n
+ Market gondimans perceniage of salary 1erms) for the broader
+ Group performance workforce
+ The role and reapensibuty of the individual dvetior = Larget increases may be considered appropnate in
certaiit crcumstances {(hcluding but not imited 1o,
- Employee remunerahan across the broader workforce :
pley ade o achange in an ndividual’'s responsibiilies or in the
scale ofther role ar in the wize and complexity of
the Group).

- Largenincreasss may alsa be considered
appropnate if 2 director has been initally appomted
to the Board at a lower than typical salary

Benefits

PLrpase and Ink 1o stralegy

Operation

Designed fo e consistent
with benefits avaifable
0 employees in the

Benefits nclude car allewance. private medical insurance, travel and property
fire Exgcuiive dirgctors ¢an also participate in all-employee share plans

The cammittee has discrehion lo add additlional benefits which are not currently

Maximum appariunty
Benefil provision vanes batween different executive

directors Whike there 1s no maxamum level sef py the
committée. benafils provigion will be sat at a level the

Ferinimance framewara

Nat performance-ralaled

Group provided, such as relocation expenses cemmittes cansiders appropriate and be based on
ingfividudl aircumstances
Participation m tha Campany's HMRC-appravad
all-employee share plan will be Imited oy the
maximum leve! prescribed by HMRC

Pension

Purpose ard link o strategy
Caonsistent wih benefits
avalaiie 0 employees
in the Group,

Operation

Maaimuf opportufity

Pengion contriburions are pad nts the Group's defined contibutan scheme
and/or as a cash aliowance

&%, of salary

Parformanre framewark

Mot performance-related
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Annual bonus
Purpese and link 10 strategy

Operation

Manimum appartuey

Performance framework,

Performance measures
are selected 1o focus
executives on delivery of
the Group business plan
for the financial year.

The bonus measures and targets are reviewad annually to ensure thal bonus
opportunity and performance measures continue ta supperl the business plan,
Stretching targats are set at the start of each inancial year,

Parformance against targets 1s reviewad following completion of the final
accounts for the penod under raview

5070 of any bonus eamed (net of tax) s normally delivered in shares deferred for
three years with the remainder delivered m cash or deferred shares at the
axecutive director’s discretion,

An addiional payment may 0e made af the time of vestng in respect of
dividends that would have accrued on delérred shares during the deferral
penod

Malus and clawoack provisions apply 1o atl anrual bonus and deferred oonus
share awards for a penod of up ta three years afler the determinatien of the
annual bonus

2007 af salary

Performance 15 normally measured aver a one-year
penod relative to challenging targets for selected
maasures of Group financial, strategic and’
indvidual performance

The majority of the banus will e deterrmined by
measure{s] of Group financial perormance.

A shding scale 15 sel for each Group financial measure’
507 of the bonus will ba paid attarget performance.
Increasing to 100% tor maximum perfermance.

ANy DONUS payout Is uitimataly at the discretion of the
committee, and tha amount of any bonus that would
be determined oased on periormance may be
reduced if the camimittes belleves this betier reflects
the underlying performance of Capita over the
relevant penad

Restricted share awards
Purposs and link tn strategy

Opsraton

Maximum apporturity

Pertgrmancs framewnrk

Designed o reward and
retain execulives over 1he
longer term while aligning
their interests with 1hose of
shareholders

Te link reward to
longerterm performance.
To encourage sharg
ownership.

Awards will normally vest after three years from grant and onge vested, shares
may Aot normally be sold until at least s years rom the grant date {other than
10 pay relevant 1axes)

Dividends or dividend equivalents may accrue gver the vesting perniod and any
holding pencd but only 10 the extent awards vest

Malus and clawback prowvisions apply 1o awards far a periad up to the fifth
annversary of grant

150%0 of salary

Vesting will be sutyect 1o: (i) continued employment;
(m) sahsfactory personal performance dunng the
relevant vesting pernads, and {m} & poslive
zssessment of performancs aganst one or more
underpins.

In addition, the commitiee may reduce the extent 1
which an award vests if it helieves this batter reflects
the underlying performance of Capita ovar the
relevant perod

Shareholding guidelines

PLrpase ana link 1o strategy

Oparahan

Maximum upportututy

Ferformance framawork

To align interests of
managemenl and
shareholders and promote
a long-term approach to
performance and nsk
management

Sharehalding guidelnes raquire executive directors la teach a specitied
shareholding. Execuhve directors are required to retain 100°: of any shares
Trom deferred bonus awards, RSAs (or LTIPs as granted under the previous
palicy} on vesting (net of tax} unhl the guidelne level 1s achieved.
Pyst-caessation gudesnes apply 1o share awards granted following the 2020
AGM In determining the relevant numper of shares to be retaned post
cessaton. shares acquired from own purchases, any buyout awards and share
awards granted priof to the 2020 AGM will not se counted

In employment; 300°. of salary (CEQ): 2009, of
salary {CFO)

Postcessation: 100% of Ihe relevant guideiine
between cessation and the second anniversary of
cessation {or ke actuai shareholding if the guidedine
has nat been met at cessation}).

Mot performance-related.
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Non-executive director {NED) fees

Dpstaton

Rewewed pencdically by the Board Fee lavels $of oy reierence to market rates
faking into account the Individual's expencnce. responsibhiies, um-=2
commitment and pay decikions for 1ne broader workforce

Purpose ard ink 1o siralegy
Market competitive fees
are set sg as o attract and
retan fon-executive
directers with requied
skills, experence and
knowledge so that the
Board can effectivaly carry
out s responsiilites

NED fees compnse payment of an annual pasic fee and additional tees for
further Board responsipilities such as:

- Senior ndependen director

+ Audrt and Risk Committee chan

- Remuneration Committee Chawr

+ The Chairman of 1ne Board receives an all-nclusive fee.

Addiional fees‘allowances may also e paid lor intercontingntal traved for
USINESS PUIPOSES whare appropnale.

Mo NED partizipates in tha Graup's ncentve arrangernnenis or pansan plan or
racaives any othar benefits athér than whare travel 10 the Campany’s registerad
office 15 recognised as a taxable beneft in which case a NED may receive
grossed-up costs of travel as a benefit,

Copitaple:
Al Aeport 202].

Maximum apportunity
Ag per the executive directors there 1s no prescrbed
maximum manetary annual increase.

Perfarmance framework

Not performance-related

Fees are imited 10 an aggregate anneal sumof £1m
increased only to take account of the effect of
inflation as measured by the retat prce indax ar such
index as the drectors consder apprepriate of such
other arrount as the Company may py ordinary
resolutign decide
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Malus and clawback

Malus and clawback provisions apply ta all incentive awards granted to executive directors. These
pravisions permit the committee 1o reduce or recover bonus awards {including deferred shares) for
up to three years after the determination of the annual bonus and to reduce or recover RSA awards
{and LTIP awards granted under the previous policy) up to the fitth anniversary of grant The
potential circumstances in which malus cr clawback previsions can be applied include:

- material misstatement of a Group company's financial results

- a participant dehberately misleads relevant parties regarding financial performance

seriaus rmisconduct or conduct which causes significant financial 10ss

- overpayments due to material abrormal write-offs of an exceplional basis

* an error was made, or inaccurate or misleading information was used to determine the value

of an award

reputational damage

material failure of isk managerment
- corporale lailure or the occurrence of an insolvency event,

Application of cur remuneration policy

When determining executive director remuneration policy and practices. the committes
reviews workforce remuneration and related policies, and the algnment of incentives and
rewards with culture.

Share awards are granted lo senior management in order to encourage a high level of employes
share ownership albeit remuneralion is mare heavily weighted towards long-term varlable pay for
executive direciors than other employees, Thisis to ensure that there is a clear link between the
value created for shareholders and the remuneration received by the executive directors. The
committee did not consult with employees formally in respect of the design of the new policy,
although the two ermployee directors {one as a committee member and one by invitation te the
committeg] were nvalved n the committea's discussions

Directors’ recruitment and promotions

The committee takes into account the need to attract, retain and motivate the best person for gach
position, while at the same time ensuring a close alignment between the interests of sharcholders
and management.

I 2 new execulive director were to be appointed on a permanent basis, the committee would seek
16 align their remungration package with other executive directors in Iine with the policy table.
However, flexibility would be retained to make ‘buyout’ awards of payments in respect of
remuneration arrangements and conlractual terms forfeited on leaving a previous employer in such
circumstances the committee would look o replicate the arrangements being forfeited as closely
as possible and. in doing so, would take account of relevant factors inciuding the nature of the
remuneration and contractual terms. performance conditions and the time over which they would
have vested or been paid.

It appropriate. & new appointas’s Incentives In ther year of joining may be subject to different targets
than for other executive directors. The committee may also agree that the Company will meet
certain relocation and incidental expenses as it considers approptiate.

The maximum level of variable remuneration which may be granted (excluding awards 10
compensata for remuneration arrangements and contractual terms forfeited on leaving the previous
employer} to new executive directars in the year of recruitment shall be limited o 350% of salary
(the maxdmum limit permitted withirn: the policy table).

The initial notice perfod for a service contract may be up te 24 months. which is longer than that
stated in the policy of a 12-month notice pericd. provided it reduces to 12 months within a short
space af ime,

For an internal appontment ar an appomtment following the Company's acquisition of ar merger
with another company, any incentive amount awarded in respect of a prior role may be allowed
to vest on its original terms, or adjusted as relevant to take into account the appointment. Any
other ongoing remuneration obligations or terms and conditions existing prior 1o appointment
may continue.

The committea retains discretion lo make appropriate remuneration decisions outside the standard
policy to meet the individual circumstances af recruitment when.
- Aninterim apporstment 1s made to fill an executive director role on a shortterm basis.

+ Exceptional circumstances require that the Chairmman or a non-executive director takes on an
executive function on a short-term basis.
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In the event of the appointment of a new non-execytive director. remuneration arrangements will
normally be n line with the structure set out in the policy table for non-executive directors. However,
the committee (or the Board as appropriate) may include any element listed in the policy table or
any other element which the committee considers is appropriate given the particular ciroumsiances
excluding any variable elements. with due regard lo the hest interests aof sharehaiders

Directors’ service agreements and payments for loss of office

The commmitte regularty reviews the contractual terms of the setvice agreement to ensure these
reflect best practce

The service contracts for executive directors are for an indefinite penod and prowide for a 12-month
notice penod. They do not include provisians for predetermined compensation on termination that
exceed 12-months’ salary, pension and benetits. There are no arrangements In piace between the
Camparty and its drectors that provide for compensation far 1oss of office following a takeover id.
All directors are appointed for an indetinite penod but are subect to anual ré-electian at the anntal
general meeting.

In circumstances of termination on notice. the commitlee will déterming an equitable compensation
package, having regard to the particular circumstances of the case The committee reserves the
fight to make payments In connectan with a director's cessaton of offica or emplayment where the
payments are made In good faith in discharge of an existing legal obligation {or by way of damages
for breach of such an obligation) or by way ot a compromise or settlement of any claim arising In

connactian with the Cessatan of a director's afhice or emplayment Anly sush payments may malude,

but are not Imited to, paying any fees for aulplacement assistance andior the director's legal and/or
professional advice fees in connection with his cessation of office or employment. The commitiea
has discretion to require notice to be worked or o make payment in lieu of natice ar to place the
dirgetor on garden leave for sore or all of the notice period. Any payment in ligu of notice will be
reduced for any periad of time worked post notice being given or raceived

The annual bonus may be payable for a good leaver (as defined in the plan rules) n respect of the
geriad of the bonus plan year worked by the director. thers is o provision for an amount in fleu of
bonus 1o be payable for any part of the notice period not worked. Bonus payments would normally
be paid at the hormal payment date,

On cessation, an executive drector's share plan entittements will be determined In accordance wath
the rules of the relevant plan

Unvested deferred share awards will normally lapse an the earlier of notice being given/received
and cessalion. Howsver. the commillee has discretion to allow awards lo instead conlinue to vest in
full on the normal vesting date {or earlier at the discretion of the committee) for a good leaver (as
defined In the relevant plan rules)

In respect of RSAs/LTIPs, unvested awards will normally lapse on the earlier of notice being given/

received and cessation. However, the committee has discretion to alow awards to inslead continue '
to vest on the normal vesting date {or earlier at the discretion of the committee] 1o the extent any

performance conditonsunderping attached to the relevant award are satisfied at vesting. In such

cases awards will. other than in exceplional circumstances. be scaled back on a time pro-rated

basis and post-vesting holding periods would normally apply.

In the event of a change of eontrol. all unvested LTIF awards/RSAs would {unless rolled over; '
vest, 1o the extent that any performance conditions/underpins attached to the relevant awards

have been achieved. Awards would normally be subject to bme pro-rating (unfess the committee

detarmines otherwise).

Unvested deferted share awards would vest in the event of a change of contral (unless rolled over)
Shares held within the share ownership plan will be removed from the plan of exchanged for
replacement shares In accordance with the scherne rules and HMRC guidelings.

Non-executive directors’ terms of engagement ;

Non-executive directors are appointed by letter of appointment for an initial period of three years.
Each appomtment is terminable by three manths' notice an ether side, Atthe end of the initial penod,
the appointment may be renewed by mutual consent. subiect to annual re-election at the AGM.

MNon-executive employee directors’ terms of engagement

Non-executive employee directors are appointed by letter of appointment for an inilial period of two
to three years. Each appointment IS terminable by one month's written notice on either side At the
end of the initial period, the appointment may he renewed by mutual consent, subject to annual
re-elaction art the AGM.

Inspection of service agreements/letters of appointment

The service agreements and non-executive directors’ letters of appontment are avalkable for
nspection durng normal business hours at the Campany's registered atfice, and avallable for
inspection at the AGM.



Annual report on remuneration

This part of the remuneration report has been prepared in accardance with The Large and Medium-
sized Companies and Groups (Accounts and Reports) Regulations 2008 {as amended) and
paragraphs 9.8 6H and 9 8.8 of the Listing Rules. The annual report on remuneratan will be put to
an advisory shareholder vote at the 2022 AGM. The information on pages 107 1o 118 has been
audited as indicated.

FIT Remuneration LLF was appointed by the committee during 2020 to provide independent advice
on exccutive remuneration matters. During the year. the committee received independent and
objective advice from FIT primarily on market practice. governance updates, the introduction and
operation of the new remuneration policy. joiners and leavers and remuneration-refated disclosure
within the accounts. FIT's fees were £87.000 (excluding VAT ) during 2021 for its services (charged
on a time plus expenses hasis). The fees were considered appropriate for the work undertaken. No
other services were provided to the Group by FIT.

FIT is & lounding membert of the Remuneration Consultants Group and, as such, operates
voluntarily under the code of conduct in relation 1o executive remuneration consulting in the UK. The
committee consicers FiT's advice on remuneration 1o be Independent and objactve and there 1s no
connection with the Company or individual directors.

The commitiee also consuliad with the CEC, CFO, the Cruef People Officer and the Group Reward
Director to provide further information to the commuttee on the performance and proposed
remuneration for the executive directors and other senior management. but not in relation to their
own remuneration.

The work of the Remuneration Committee is detailed in the annual statement.

Shareholder voting at the AGM

The 2021 directars’ remuneration report will be presented to sharenolders at the 2022 AGM. At the
2021 AGM. the actual voting in respect of the ordinary resolution to approve the remuneration
report for the year ended 31 December 2020 and the vote on the 2021 remuneration policy is set
out below.

wates Wates ast
castfar against Abstenhons
Cirectars remuneration reporT ¢iher *nan the patt contaimng & 1288 055 937 h34 509 2242813
Girectars <emunerzhan policy, tor the year anded 31 December
2020 90 95%a L3
Coraciars -amung<ztion pohcy 12021 AGM) 1254713423 37105 242 108 597
971375 2 BT,

1 Awote abstared 1S ngl 4 vote N lax ard g ne coLnted rhe caloular an of "he orosommen of voles 12t ang agams: a resclunon
Pelicy implementation for 2022
The cammittea's intended approach to the implementation ¢f the policy for 202215 set out below.

Fixed remuneration: Jon Lewis’ salary was increased in ine with the average increase for the UK
workforce from 1 January 2022 (his first salary ncrease since appontment in 2017) white Tim
Weller did not receive a salary iIncrease. given his recent appointment to the Board, Executive
direciors will continue 1o recelve a workforce-aligned pension allowance (5%s of salary, in line with
other employees)

2022 annual bonus: The annual bonus plan will operate for 2022 with maximum opportunities
continuing at 200% (CEO) and 175% (CFO) of salary. The financial performance metncs will be
hased on reported revenue, repaorted profit before tax and reported free cash flow (@il equally
weighted and totalling 80% of maximum bonus) The remamning 20°: of maximum bonus will be
based on strategicindividual objectives incorporating environmental, soclal and governance (ESG)
targets.

2022 RSAs: The CEQ was granted an RSA in 2021 aver shares equal to 125% of salary and it was
the committee’s intention ta move 1o 1509, o salary RSA from 2022 onwards. In addition, the
committee had intended to adopt a more markel consistent underpin for 2022 (in addition to an
underlying financial performance underpin, the committee also attached a TSR arowth underpin o
the 2021 RSAs) However, reflecting the prevaling share price, the committee has agan agreed ta
grant the CEQ's 2022 RSAs at no mare than 125%. of salary level {ie below the normal 150% of
salary maximum} and apply the TSR underpin (ie TSR must be positive over the three years ending
31 December 2024) to the CEQ's RSA for a second year.
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Inrespect of the CFrs 2022 RSA the committee has agreed to grant this at no more than 100°, of
salary albeit the TSR underpin will also be applied to his award. While this is higher than the 83%. of
salary 2021 R3A. the commitiee wishes o ensure that the CFO remains approphiately retained and
incentivised, particularly in light of the appiication of the TSR underpin {which is currently
undarwater given that it commented on 1 January 2022) which was not originally infendad to apply
when the CFQ's remuneration package was agreed in 2021
As such, the 2022 RSAS to be granted 1o execulive directors in March 2022 will:
- be set at a maximum of 12524 ot salary for the CEQ and 100% of salary for the CFQ (albeit

as natad belaw. the actual nurmber of shares will not be determinea untfl much closer o the

grant datey;
- noimally vest after three yoars lrom grant subject to: (i} continued employment. (i} satislactory
personal petformance during the relevant vesting periods: and (iily a positive assessment of
performance against iwo undefpins (See below), and
deliver shares that, once vested, may not normally be sold until at least six years from the grant
date (other than to pay relgvant taxes),

In respect of the underpins for the 2022 awards

s underpin 1 Capita's TSR over the three years ending 3t December 2024 must be positrve for any
RSAs granted to executive girectors to vest: and

« underpin 2 the commmittee must bhe satshed with the underlying perfarmance of Capita and that
there have been no environmental. social or governance issues resulting in material repuiational
damage If this is not deemed to be met, the committee will consider a reduction to the fimai
vesting leva of the RSA5 (including to rl).

The actual number of shares under award will be determined just priar o the date of grant based

on the prevailing share price at that time and full details will be in the RNS issued immediatcly

following grant

Fees for the Chairman, senior independent director, non-executive directors and
employee non-executive directors

A summary of the fees for 2022, which are unchanged from 2021 levels are as follows
Annual feefram 1 January 2022

Sir lan Powell, Chairman £325,000
David Lawden, Senior Independent Director £75.000
Matthew Lester. Audit and Risk Committee Chair £75.000
Georgina Harvey, Remuneration Committee Chair £75,000
Nneka Abylokwe' £64.500
John Cresswell £64,500
Neelam Dhawan £64 500
Lyndsay Browne £64.500

£64.500

Joseph Murphy

Panekd ARLINHLE e By Farg o5 ) Fepr an, 2082
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Directors’ remuneration earned in 2021 - single-figure table (audited)
The table below surmmarses directors' remuneration received in 2021 {wath prior year comparatorsy.

Base salary Tatal Tetaltixed  Total vanabwe
and fees’ Esnafits® Pension  Anrual bonus LIP HSA remuneratlon | remuneration  remunerahon
£ 3 y £ ¢ 3 £ £ £
Sir lan Powell 2021 325 000 - - - - - 329,000 325.000 a
2020 264,375 - — — - - 284,375 284375 O
Jon Lewis? 2021 725000 18.837 36 250 359.020 98 B 11 - 1,237.918 780.087 457,831
2020 634,375 17.928 36.250 - 508 028 - 1,196,582 688.553 508,023
Tim Wellgr! 2021 799,337 9588 13967 135 296 — = 459,188 323.892 135.296
2020 - - - = — - - = -
Davict Lowden® 2021 75,000 - - - — - 75,0400 75000 Q
2020 - - - = — - = = -
Matthew Laster 2021 75000 - - — - 75,000 75.000 o
2020 65.829 - - = — - 65,829 65829 0
Gegrgina Harvey 2021 75,000 - - - - - 75,000 75.000 0
2020 65,825 - - = — - 65,625 &5 625 0
Jghn Gregswelf 2021 84 500 - - - - - 64,500 64,500 Q
2020 56438 - - = — - 56,438 56,438 0
MNeelam Dhawan® 2021 23,750 4,000 - — - - 57,750 57,750 Q
2020 - - - - — - - - 0
Lyndsay Browne’ 20 54,500 - - — — - 64,500 £4.500 Q
2020 56438 - - - — = 56.438 56,438 0
Joseph Murphy’ 2021 64.500 - - - — - 54,500 64,500 0
2020 56.438 = = — - 56,438 56,438 0

Farmer Directors
Gordon Boyd” 2021 513.010 1,308 - - — — 514,320 514,320 Q
2020 152.381 - — — - 152,381 - 0
Pairnck Butcher’ 2021 - 805 - - — - 9405 905 -
2020 322.058 15,252 18 790 - — - 356,101 362,875 0
Gilhan Sheidor” 2021 13,750 896 - - — — 14,646 14,646 Q
2020 65,625 - - - - - 65.625 BE5.625 ¢
Andrew Willams 2021 23,292 902 - - - — 24,193 24183 o
2020 56.438 - - - . = 56,438 56,438 O
Baroness Lucy Nevile-Rolfg™« 2021 62,163 — — - — 62,163 62,163 ¢
2020 56,438 — — - - - 56.438 36458 0
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Annual bonus for 2021 (audited)

The annual bonus for 2021 was operated at normal levels (200% maximum for the CEO and 175%5
of salary for the CFCO) based on a combinatian of Group hnancial measures {adjusted free cash
flaw, adiusted PBT and organic revenues and strategic targets 250 of bonus was payable for
achieving the threshold target. 50% was payable for achieving target performance, with 100% of the
Bonus payabla for achieving the maximum target. Detalls of performance agamnst the financiaj and
stralegic targets are set out below.

Financial targets (80% of the bonus}

Achavernont
agamnst inanal

Threshold faeget Target Stratch Actuat  performance
Weighrg 1250, vastsh (507 vestsh (100, weits)  perorerance’ weghting

Adpested lee
<asnTgw 407 L101m £112m £124m £73m L)
Adusted PBT 0% £33 e114m £125m £8Lm Q%
Organc "evenue’ 20°. £2.832m £3 147 03 482im £3 0037 59
Financ.a. Measures
benus payc.t 78°,

anC 5 it 35t urt torms wivsk pase oen @ selawsd e Derprees of 3 AT om @ Secarmance
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Strateqgic objectives (20% of the

Achieverment against the strategic and personal objectives represented 2024 of the total annual honus oppartunity for each executive director. The objectives were facused on delivery of Future Capita
{new corporate structure and operating model) and niet zero strategies, secunng long-term financing, improving financial and key non-financial contrels. and development of 2 Group-wide finance function

transformation project

bonus)

Jon Lewis

Weighting Scere
Chjeciives 1 of salary) AssEssment 1°0 of salary)
Develop a het 2er 13 33°, This target required the CEO ta develop a detalled net zero emissions (NZE} strategy during 2021 including targets and timescales for achievement 13 33°%

emisgions strategy

In assessing this target, the committea notedt that an executable and costed plan to achieve net zaro by 2035 was defined and approven by the Board in
Septembar 2021 (including net zero emissions targets o be part of stralagic opyectives for the bonus plan in 2022)

The net 2ere plan was accredited by the Science Based Targets inhatve, prier o Board approval. Supplementary internal and external communication
campaigns ran {o raise awareness,

In actcian, Capita was rated green for NZE strateqgy in the anaual Catinet Office strategic supplier review and rated first of five comgplex outsqurcing
suppliers and exghth of all 40 strategic suppliers on mean carbon emissions reduction

The committee deemed this objective t be met in full

Implement Future Capita 13 33%
sirategy

This target required the implementation of Future Capita strategy Including a new operalng model 11 33
In assessing this target, the committee nated thal redesign of the Future Capita strategy (s divistons down to lwe core and one nan-core) was gelivered an
time, within budget, and in accordance with design principles. with e major challanges impacting repuiation. colleagues ar cuslomers.

All related systems were rewired in conjunction with this go-hve

The planned second wave of ackans were executed in Qetoher, including an entire rewnte of the operating model ‘Biue Baok” and subsequent cascade
throughaut the organisation.

The cost competitiveness targets wers exceeded associated with operating model changes,

Further, prudent aperahing model changes made to Executive Committee in Q4. resulting in £50m added cost saved.

Given the change pragramme. some regression in employes NPS was ta be expected but the outcome was nevertheless disappomming after progress
made prior 1o 2021 Impertantly customer NPS remains strong

in light of the disappointing result on emplayes NPS, the committee considers this abjective to be partially met

Resolution of legacy 1333 This target reguired the CEO to focus on resolving legacy contract dehvery 1ssues
contracts delivery In assessing ihis targel. the committee nated that:
issues

« Transtormational elements of all legacy contracts were completed by end Q4 2021 to chent salstaction

+ Coniraciual SLA KPls (at 31 December 2021} were as follows Green - 80°c Amber — 8%a, Purple — 1%

+ Legacy contract resolution was achieved with no major 1ssues affecting reputalion. clients or colleagues

+ Thera was a marked change mn Governmental support and feedback for Capita. including posiive feedback from our Crown Representative (including in

our strategic supplier annual review) the Mayor of Landon and the CEQ of The Pension Regulator

Wwhilg signitcant progress was made in raspect of the legacy contract posiion. the committee consklers ths abjective to be partially rmet. 9 33%

Total 407, 34%

(85%2 of maximum}

+ Resc ution ol legacy contracts delvery ssues
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Tim Weller (from 12 May 2021)

Weighbrig
Objectvas (" of salard
Development of 17.5%
financial and key
nan-financiaf cantrofs
improvements acrass
the Group
Development of 17 5%
Group-wide finance
functien transformation
project
Tatal 35%

Seore
(. of salary

t75%

Assessient

The target required the CFG to lead tha mpiemantatan af he praject i the secand half of 2021 facused an

« Principal nsk 1o process mapping ta idenhfy 0aps ant conirol weaknessas, with indings to be reparted to ma Audit ana Risk Committee by the end of
2021 and

- Carryng out an niemat conlroks ovar nandal fepartng (CFR) review [0 1dentity gaps and canrol weaknessas arising trom implementation of myimum
canols standards (MGS) v inance processes across the Group. Report findings to the avdit and Risk Commitlee by tha end of 2021/2arly 2022

In &ssasaing this target. the committee noted that the prnzipal nsk © business process Mapping exercise was faunched in July 2021, with the inancial

conireds improvemant programme now an inherent part of the re-anginesring of currand finance systems and processes. FNdings were reported to the

Audit and Risk Committes in 45 Decamber 2021 meating The programme cantinues 1o progress well as the inance function looks to build an the Group's

robust key controls questionnare process o provide a monnarnng mechanism to deliver control wnproverment in 2022

The committes degmed this ohiective to be met in full

Thz target required the implementation of the ovarall projeas to have commencéd by 31 December 2021 dnd specilicafly have,

- Delvered the first phage of revised CEO-3 organisabon dasian and wider iinance team structure to be implemantad by 04 2021

- Deadivered signiflcant progress towards presanting an S HANA business cass for approval by the Board

- Prasentad the overall inance translormation progact at te Nowamber 2021 Board

I assessing 1his target, the committze noted that imance organwsation desan changes Lo support Future Capta and to establish g more afficien) and
effechve central finance team structure, war implemented by 31 December 2021, Key finance leadership rolas bave been populated and 1he team is now
Socussing o0 copbnuous improvement m sysiem and process The SAHANA mplementabon was terminated in December 2029 recognising Hal the
salution was ha lenger i for purpose given the simplified structure of the Geoup and the SAP ECC will ramain supported until at least 2036, The committes
mect that i Gacision s expectad (Q avoid a Sigmicant amount of furtier imestinent,

The commdtse deemead this abjective to be patially met as, while sigriticant prograss has been rmade I respect of the Group-wide finance function
transtormatan, some rmodihicabons have bean required as a result of e dacision o terminate the SaHANA Implementation.

3t §%

190% of maxirmumy

Summary ol total 2021 bonys awards

Total financiat
Strategie/personal
Total \#at

Tolal bonus (£}

1 Calzulated ot 3 pro-

5% frore slant Safa al v

Jon Lows Tim Weller
>0 of masmirm 5. ot zalary . of Maximum %0 of salary
7.8% 18.6% 1B
17% 34 0% 31 5% "
24 8% 24.6% 45 2°5
£358.020 £135 298

4 2 pantaf unpad keava



Following a review of perlormance by the committes post year end, annual bonuses of 49.5% of
safary for the CEQ and 45.2% of salary for the CFO (pay out determined on a pra-rata basis) were
awarded While the threshold targets in respect of adjusted free cash flow and PBT were nat met,
arganic revenue perfarmance {a key pan of Capa's ransformaton plan) was between threshold
and target and the strategic objectives were considered 10 have been met to a significant extent,
Consistent wilh the shareholder approved remuneration policy. 50% of the bonus awards will be
deferred into Capita plc shares for three years. Details on the committee's review against the
broader stakehelder experience Is set outin the Annual Statement on page 117

Long-term incentive awards due to vest in 2022 based on performance to
31 December 2021 (audited)

The performance assessment in respect of the 2019 LTIP awards held by Jon Lawis is a5 foliows.

prograsss rmade against Capita’s transformation plan and the performance agamst the underpn
mare generally.

Based on the above outcomes. the estimated vesting of the long-term incentive for Jon Lewis in
2022 is:

Shares vesting 1ased

onparformance  Drvdend equivalent ftal shares Estimated vaiue
Awards granted 112 5% of max mum! shares' expecied ta vest at vasting®
Jon Lewis 1.792.786 222 548 - 222,648 £58,811

1 had edard equivalo t sha'es are payah s on e 2019 LTI aware
# Basedcnihe overage three-monte share or ee w31 Becembar 2021 of 44 35p

ASAs granted in 2021 (audited)

Threshialy target Stratcn Vesting - Following approval of the Capita Executive Plan at the 2021 AGM, no further awards will be granted
Pertormance mefnc Weightng (250 vests)  150™ vests) (100 vests) Aesut’ n2tmax nder the LTIP. The 2021 RSAs granted to Jon Lewis and Tim Waeller represented a reduction of
Free cash flow 257 £180m £210m £250m £2m 0% argund 17% in the numpber of shares that would otherwise be awarded as part of their normal
EBT rargin 25% 8% 1042 12°5 4.1% 0= annual grant under the newly approved remuneration policy. The share price at grant was 41.78
Organic revenue growth’ 25% _£3.900m  £3.950m  £4.050m  £3,008m 0> ponce
& paint 8 paint 12 point 13 point Poicentage
positive positive positive positive Humber of shares Face value of of salary
swing 1 SWing in swng In sWIng In Marme of drector awarded HSA
Custemer satisfaction 12,5% NPS NPS NPS NPS 12 5% Jon Lawis 2169100 £906.250 125%0
6 point 8 point 12 paint 1 pont Tim Weller 1.082,695 £452,350 83
positive posihve posihve negahve
SWIng N swing in swing in SWing in RSAs granted to executive: directors in 2021 will normally vest after three years from grant subject
Employee engagement 12 5% NP NPS NPS NPS q°; to: {ij continued employment: (i) satisfactory personal performance during the relevant vesting
Tolal vestmg 12 5% periods: and (i) a positive assessment of performance against two underpins (see below). Once
vested, shares received may not normally be sold until at least six years frorm the grant date (other
' Beshlir Mg fabi e arow takas mta accowrt 10ms which have teer gisalowsd for the pusieoss & o« alculan “a pedormanco

2 Organic repnus £xcludes -avantd ffom AC5LISIN0rs and bUSINESS x 15

For the three years ended 31 December 2021, performance against the financial metrics did not
meet the thresheld targets. In addition. while employee engagement was tracking well, it fell below
threshold during 2021. However. performance against the customer NPS targets (considered to be
a genuinety stretching target which remains a ctitical driver of the performance and improvement of
the business) was very strong over the performance period with a 13 point positive swing delivering
full vesting of this element. Based on this excellent custorner performance. albeit noting that the
share pnce performance has eraded the value of the shares that are due to vest sigrificantly, the
committee believes that the 12.5%« vesting out of the total is apgropriate due 1o the considerable
work involved and progress made in improving customer satisfaction scores over the period and

than to pay relevant taxes).

The underpins for the 2021 awards are as follows-

- underpin 1 Capita’s TSR over the three years ending 31 Dacembaer 2023 must be positive for any
RSAs granted to executive directars to vest, and

+ underpin 2 the committee must be satshied with the underlying performance of Capita and that
there have been no envirocnmental, social or govemance issugs resulting in material reputational
damage If this 1s not deemed to be met, the committee will consider a reduction to the final
vesting level of the RSAs (including to nil).
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Directars’ interests and shareholding guidelines (audited) performance conditions/performance underpins and vested but unexercised LTIP awards used
Executive directors are expecled to hold 200% (300% for the CEQ) of salary in shares in the ?{;:Hﬁc;zammat&d netof fax. Share awards (hat are subject to performance condifions are
Company The gudeines incfude shares held benefivially and aiso shares withun the geferred )
annual bonus {DAB) plan that have been deferred over the three-year period. RSA awards which The remuneration policy adopted in 2021 incorporated post cessation shareholding guidelines
are not subject to performance conditions/performance underping and share awards which have which requite executive directors lo retain 1005 of the relevant guideline (or the actual shareholding
vested but not yet been exercised. Any shares in the DAB, RSA awards which arc not subject to if lower at cessation) until the second anniversary of the date of cessation.
: INkerasts in shere Inlarests in share
inferesTs in 3hare fnterests in share interesis in share migrests 1n shane option schemes. option schemes
Incentive schemes, ingenilve schemes, incentive achemes. incentive schemes, whare parfor whers
awardan whhow pwarged withoul pwarped subject awnrded subject vesing wesling of
Beneficially Baneficlally performance performance 10 pertarmance 1o performance have been met but have been mel but Snarehoiding target
held Interesis at held nierests at itis al al it a et t not L al net b al at
31 Decemher 2021 31 December 2020 31 December 2021 31 Dacember 2020 31 Decembiar 2021 31 December 2020 31 Decambar 2021 31 December 2020 31 December 2021
Sirlan Powel) 106,000 30.000 - -~ - - - - -
Jon Lewis 795,303 458 B24 516,029 516.029 5,721886 5.525.562 1,183.666 1.183.666 267
Tim We(ler 267,854 - - - 1.082 695 - - 92
David Lowden . 75,000 - . - - - - - -
Matthew Lester 491886 49168 - - - - - - -
Georgina Harvey 6 000 6.000 - ~ - - - — -
HNe Dhawan - - - ~ - - - -
LyndsoyBrowne _ _  teio 6416 - - - - -
Joeseph Murphy 11,379 - — - - -
Gordon Bayd® - - - - - - - -
Gillian Sheldon® 12 500 12,500 - - - -
Andrew Williams* 100 000 100.000 - - - - ~ -
Baroness Lucy
Nevills-Apife® 13,842 13 842 - — - — - -

Calculated using tha chaging srace prics oo 31 Dgzerind) 2021 S Igy
sate of Pisresignation an "1 My 2971

n At INe date I rer resignaton on 28 Fakouary 2021

sBgur At iz dar> of s s gt aT 1 My 260
S3ncness L. oy Neville-Fialie 5 beneficially Mol Meresls ale Shovn a ™= dats of Fer Tesighlion &N 14 Setemt) 2021

I
2
3e
.
Between the end af the 2021 financial year and 9 March 2022, Jon Lewrs, Tim Weller and Joseph Murphy acquired 5 264 shares under the Capita share ownership plan, increasing theyr beneficial interest

i ordinary shares of the Company to 757 058 264,608 and 13,134 respecively. Although Capia does nol have a formal policy an hedging shares, execuive and non-exacutive directors attest annually
they have not pledged any shares held in the Company.
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Share plans {audited)

DAB plan

A deferred award i$ the deferred element of armindimdual's annual bonus, Any deferral 1s made
on a gross basis into deferred shares or as a (net of tax) restricted share award. The deferred
shares are held for a peried of three years rom the date of award. This part is not subject to
performance conditions.

Unvested DAB deferred/restricted awards at 31 December 2021

Name of director 2019 award® Tatal
Jon Lewis’ 516,029 516.029
Tim Weller’ nia n/a

Jtan Leves and Tir e lor aned Capfa on 1 December D077 and 12 My 07" 188pectirm, [ Veller was hetelere mat chaible for a bonus
'n 2018 nnrespect ot 7078 per'armancal As a 1esilt al ne banus award far 2048 pertormance and ne bonus opersed far 2020 Therd “a .6
ceer coiurimer deterred botes ahards

Tha walue ot Ine 2079 datetred award puardsg on 21 Marcn 2819 wasinciudad 'n the arnual bonus Jalue Intne 2212 s ngle-tigt ratatle Trs
anard s cie "¢ ves on 21 Maich 2622

Unvested LTIP awards

Name o1 girecior

r

2019 gwarg 2024 award

Jon Lewis 1.782.786 1,770 000

Details of the performance targets and expecled vesting in respect of the 2019 awards are set out
on page 115,

The performance targets and underpin for the 2019 and 2020 LTIP awards are as follows:
2019 awards:

Pertormance Threghald Target Siretch
Perfarmance underpin meirlc Weighting (25% vests) (5% vests) {100% vests)
Assessment of the Free cash tlow  25°¢ £190m £210m £250m
undertying tinancal ard EBIT margin 255, 9% 10% 12%
operational performance Organic a5, £3.800m £3 850m 4 050m
of Capita over the revenue growih
parformance periad Customer 12 52 6 paint poskive 8 pont positive 12 point postive
satisfaction swing mNPS  swing nNPS  swing InNPS
Employee 12.5% & paint positive & poit positive 12 pomi posdive
engagement swing M NPS  swing nNPS  swing in NPS

2020 awards:
Performance Thrashols Targes Stretch

Performance underpin measure weighting (25°0 vesis) {50% vesta) (100°% vests)

Assessment of the Relatve TSR 75%: Madian TSR Pro-raing Upper quartile

underlying financial performance vesting TSH

and operational w5 the between performance vs

performance of Capita constituents of  median and the constituents

over the performance the FTSE 250  upperquartle  of the FTSE 250

period {excluding performance on {excluding
nvestment a straght ine nvesiment trusts)
trusts) basis between

25% and 100%

Responsible business scorecard-

Clent 10°% 3 point pesitive & point pesitive 9 pomnt positive
swing in NPS swing tn NP5 swing i NPS

Employee 10°% 3 point pesitive 6 point positive 9 point positive
swing m NPS swing in NPS swing m NPS

Suppliers 57 Maintain Exceed cutrent

adherence current

o pramp

payment code

Unvested restricted share awards

Name of direclor 2021 award
Jon Lews 2,188,100
Tim weller 1.082.695

There are no performance targels attached 1o the RSAs. However. vesting is subjectio (i)

continued employment: (i) satisfactory personal performance during the relevanl vesting periods;

and (ili} a positive assassment of perfarmance against two underpins (see below).

The underpins for the 2021 awards are as iollows.

- underpin 1 Gapita's TSR pver the three years ending 31 December 2023 must be positive for any
RSAs granted to executive directors o vest; and

- underpin 2 the committee must be satisfied with the underlying performance of Capita and that
there have been no environmental, social or governance issues resulting in material reputational
damage. If this 15 not deemed to be met. the committee will consider a reduction to the final
vesting lavel of the RSAs (including to nil).
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Satisfaction of options

When satisfying awards made under its share plans, the Company uses newly issued, treasury or
purchased shares as appropriate,

Dilution

All awards are made under plans that incorporate the overall dilution bmit of 10% in 10 years. The
estimated dilution from existing awards. including executive and all-employee share awards. was
approximately 2.6°s of the Company's share capital at 31 Dacember 2021

Executive directors' service agreements

Execulive diteciars Dale of joining lhe Company Nolice perlod
Jon Lewis 1 December 2017 12 months
Tirm Welier 12 May 2021 12 smonths

Non-executive directors’ terms of engagement

Mon-executive directors Ote of Joining the Board  Expiry date of current appomtment

Sir lan Poweil 1 September 2M6 31 Decemper 2022
David Lowden 1 January 2021 37 Decemper 2023
Matthelv Lester 1 March 2017 2§ Feorvary 2023

Georgina Harvey 1 Ociober 2019 30 September 2022

Nreka Abulokwe 1 February 2022 31 January 2025

Juhn Cresswell 17 November 2015 16 Novamber 2024

Neelarn Dhawan 1 March 2021 25 February 2024

Baroness Lucy Newfle-Rolfe’ & Decamber 2017 14 Decernber 2021

* Barane S LUPL N e RO SepUST 2N 1N e BOR £ 14 Tncemher 2020

Board changes

As per the announcement on 11 May 2021, Gordon Boyd stepped down from his position as intetim
CFO and Executive Director with immediate etfect. Gordon Boyd was appointed on a short-term
contract of £100,000 per month. He therefore received his base salary only up to the date of leaving
(12 May 2021} and was not entitied tg any further remungration i respect af pension. bonus. share
awards or termination payments.

Tim Weller was appointed as CFD and Executive Drecter on 12 May 2021 on a base salary of
€545,000 "Aile the Committee 15 conscious that this 1s hugher than his predecessor's salary at
Capita {£430.000), the Committee believes that the salary positioning is appropriate tor the following
reasons:

- Board expenence Timis a seasaned board director and with 20 years' experience as a CFO A
fus previous employer. Tim was CFQ from 2016 to 2021

= Market alignment in arder ta recruit Tim, it was essential to offer a market afigned joining salary
reflacting the s12e and complaxity of the rale. The market assessment was confirmed during the
recruitment process

- Previous remuneration Tim joined from G4S where he receved a sigrficantly figher base salary
{around £660K) and pension provision. While the on-target bonus and long-term incentives were
hroaaly comparable to Capitain T terms, the total value of Tim's previcus remuneration package
at an-target and maximunT levels was sigrificantly greatar than the package at Capia.

Payments to former directors (audited)
No paymenis were made to farmer directors
External appointments for executive directors

During the year Jon Lewis served as a non-executive director for Equinor ASA. He received and
retained tees of NOK 804,828 for the penod 1 December 2020 - 30 November 2021, Tim Weller 1S
anon-executive director of The Carbon Trust for which he receives an annual salary of £17.000
The committee ackrowliedges ihese roles can tenehi Capita througr broadenng Jon's and Tim's
knowledge and experience,
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Percentage change in remuneration levels

The tabte below shows change in base compensation, benetits and arnual bonus for the Board
directors in the 2021 ang 2020 tinancial years, compared with the average for all employees of the
Cormpany {Capita plc)

2021 2020
Base Taxable Annual Base Toxable Annual
salaryfass benefits™ bonus salaryfless benefits bonus
Executive directors’

Jon Lewis 14.3% 5.1% 100%:2 -12 5% -36.9% -
Tim Waller’ - - - — - -
Gordon Boyd* 0% 100% - - - -
Patnick Butcher* - -100% - -12.5% -ilt §°s —

Non-executive directors’
Sir lan Powell 14.0% - - -12.5% -100% -
David Lowden® - - - - - -
Maithaw Lester 13.9% - = -12 570 - -
Georgina Harvey 14.3% - - =12 5% - -
Jobn Cresswell 14.3% - - -12 5% - -
Naelarm Dhawan® - - -~ - - -
Lyndsay Brawne’ 14.3% - - -12.5% - -
Joseph Murphy 14.3% - d 12 5% — —
Gilhan Sheldon” 14.3% 100% -12.5% - -
Andrew Wilharns® 14.3% 100% -12.5% - -
Baroness Lucy Neville-Rolfe” 14.3% - ~ -12.5% - -
Ernployee population' 2.8% 4.4% 123.2% 5 5% 20.6% -35.2%

Tne percentaga charge showe lo- the Jreciors s basad an tha single igure iRfarnaton giscloged 20 page 1G9 The ncradse n satary faes
far 202115 dua 13 ™0 WEluntary Fedurian 1a<en By EXeCUEYe 37C RO xECUe droctors 1 2020 1n resprnse by Cowck19

Jon Lewrs g ot recewe 4o pnus i 2020 4 e Banls plan wds cancel ¢ N reepense 16 Covd-19 The Incredss (s therakore shavn as 1007
T e wzllet was appaintad1athe Baard an 12 May 2025 Jomparaiie iguras are theratare Lnava latle

Gergon Soyd was appoimted nterm CFOLOR 16 Novembar 2020 and stepped dawr on 12 Bay 2021 be recs vedt a Sase salary of LIG0 G20 2
moeth and was not2ipible o any vanane 1 pensian cont ©n an arruzhsad basis his 53 ary ‘Ferefore d d net change
berwcen 2020 3nd 2021

Fatnck Buicrer gtepped govin Iram i Boaid on 16 Naverber 2020 Ha erefore rezeved no kage salary/feesn 2027 Tauabla nenchis
requced tom £15 2520 202010 £805 - 2021

Darad Lovde ans Meeiam Dhawar wa'e aopanked o Me Boacd oJtng 2121 Comaarative hguees ars herfae unawalabla

Percentaga change nurrber s srown relie 10 fees Js a non-grer ulivg g ployer dirertos

Giliar Sheldon Ancrow wiliams ard 2araress Lucy Neville Role s'epped dew= ‘Temire Boara das ng 2021 For comoaretive Jurp-e8
e 2027 Fres e R annual s8c1G Saaw the pertertege srarge smee 2020

16 emoluyse papulat on nformator she an 14 far U5 Sazlogees enpkoyed n e Sapita pe crtty

Tawaple bemehts vere S0 01 2090 b €1 309, £895 and £9C2 tor Grvgen Soyd Silhan Shelasn and drdeew Wilams respeciivaty m G021,

g nerease s *herefore soown as 1007 -
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CEOQ pay ratio

The table below compares the single total figure of remuneration for the CEQ with that of the
Group s employeas who are paid at the 25th percentile (lower quartile], 50th parcantile (median)
and 75th percentile (upper quartile) of its UK employee population.

25th p 501h p i 75th
Year Method pay ratlo pay ratio pay ratio
2021 Option B 51:1 40:1 25:1
2020 Cplion B 61:1 44.1 29:1
2019 Gpton B 411 251 141

1 In aeserdanca wih tha -eguianans the 2620 CES & ngle f gurs haa been Lpgalad 1 raf st the value of he LTIP based an the shae orice 3t
the vesLNg Jata The 2020 pay <alo hGLTas nave tharelars bes dojusted as cordingly
The 2021 remuneration figures for the employee at each guartile were determined with reference to
the financial year ending 31 December 2021. Due to the complexty of Capia's corporate and
workfarce structure, Option B was used to calcutate these figures. The committee believes that this
approach provides a fair representation of the CEO to employee pay ratios and is appropnate in
comparison to alternalive methods. balancing the need for statisticai accuracy with internal
opetational constraints.

A full-ime and full-year eguivalent total pay and benefits figure for 2021 was calcutated for each
quartile point employee using the single figure methodalogy This was also sense checked against
a sample of employees with haurly pay rates ather side of the identfied individuals to ensure that
the appropriate representative employee was salected. No adjustments were made to the total pay
andd benefits figuras (other than the approximate up-rating of pay elements where appropriate to
achieve full-time and full-year equivalent values} and no components of pay have been omitted.

The table below sets out the 2021 tull-ime equivalent satary and total pay and benefits for the three
dentified quartie pant employees

2021 251h percentile (P25) Median (P50)  75th percentile (P75)
Salary £18,251 £29.457 £39,833
£24,386 £31,040 £48,997

Total pay and benefits

The committee recogrises that the 2021 ratos are sightly lower than last year The CECO's single

figure of remuneration for 2021 1§ marginally higher than the figure for 2020 (c3.4. Increase) for the

following reasens:

+ The value of the 2018 LTIP vesting outcome (inciuded in the 2021 single figure) 15 significanty
lower than the 2018 LTIP (included in the 2020 single figure).

+ The impact of the LTIP is partially offset by:
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—anm mcrease n the reparted salary figure for the CEO (and other directors} for 2021, as the 2020
figure included a voluntary 25° reduction in salaryfees for six months as part of Capria's
response to Covid-19 - ho reduction apphed to the CEO (or other directors) during 2021; and

—the 2021 single figure includes an annual bonus of £359,020 (24 B°. of maximurm) whereas the
CEQ {and wider workforce} teceived no annual bonus in respect of 2020,

The pay ratias have fiuctuated since reparting commenced in 2018, primanly as a ragult of
variability in incentive ouicomes for the CEC.

Capita 15 committed to affering its employees a competitive remuneration package Base salaries
for emplayees. including our executive directors, are determined with reference to a range of factors
including market practice, experience and performance in role. Due to the nature of tus rate. the
CEQ's remuneration package has higher weighting on performance-related pay (including the
annual borius and historical LTIP) compared to the majority of the workforce. This means the pay
ratios are lkely to fiuctuate depending on the cutcomes of ncerntive plans n each year, The
committee also recognises that, due to the nature of the Company's business and the flexibility
permtted within the reguiahans far identifying and calaulaung the total pay and benefits for
employees. the ratios reported above may not be comparable 1o those reported by other
companies, as reflected by the change in ratie fram 2020 to 2021, For these reasans, the
commitiee considers that the median CEQ pay ratio is representative of the UK employee base.

Gender pay gap reporting

The Company's 2021 gender pay yap data will be availabie on the government website
hitps:fgender-pay-gap.service. gov.uk from April 2022.

Relative importance of the spend on pay

The tahle below shows the spend on employse costs In the 2021 and 2020 financial years,
compared with dividends

2021 202
£m <m =5 changs
Employee costs 1,7

17548 -1 5%

Dividends -

Performance graph and CEG pay

The follawing chart campares the value of an imvestmernt of £100 n the Company’s shares with an
investment of the same amount in the FTSE All-Share Index and the FTSE 350 Support Services
Index over the last 10 years, assuming that all dwvidend meame Is reinvested Thae FTSE 350
Support Services has been chosen as the appropriate comparator as Capita is a constitusnt of this
index.

400

g

g

g2
8

MN

£150

d
2

Total shargholder return rehased at 100

B

0
01Jan12 31 Dec12 310ec 13 31Dec 14 31Dec1s 31Dec16 31Dac17 81 Dec'd 3106819 310ec2D 310ec2i

—Gapta Group -~ FTSE All Share Index —— FTSE 350 Suppont Services Index

The lotal remuneraton iigures for the CEO far 2021 and the previous ning years are shown in the
table below hased on the single figure methodology.

The annual honus payout and LTIP award vesting level as a percentage of the maximurn
opportunity are alse shown for this year.

RSA vesting percentages will be shown in respect of the eshimatedsactual value at vesting in
respect of the year ending just prior to the vest date.
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CEQ - single
figure of total

Annual bonus

Long-term

{ve max incentive (vs max

Year ramuneratian opperuniiy} apportunily)
2021 £1237.818 24 8% 12,57
2020 £1.196,582 0% 60°s
2019 £789.678 0% 0%
2018 £2,014.209 85% 0%
2017 741,376 0% 0%
2016 r6B2.958 0% 0%
2015 £2,520,428 50% 71 4%
2014 £2.558,998 1003 67.2%
2013 £2,326 250 75% 54 5%
2012 £2.038 233 100%: 47 8%

Note. the vesting percentages for the long-term incentives are averaged between the LTIR and the
DAB vesting rates for 2012-2013 and 2015. For 2014, this 1s the actual vesting for the LTIP as there
1S no DAB matunity In 2014, Note: figures for 2012-2013 are based on remuneration for Paul Pindar,
Figures for 20142016 are based on remuneration for Andy Parker Figures for 2017 are based on
remureration paid to Andy Parker as CEQ untih 15 September 2017, to Nick Greatorex as interim
CEDfrom 16 September 2017 to 30 Navermnber 2017, and to Jon Lewis as CEQ from | December
2017 Inaccordance with the regulations. the 2020 CEQ single figure has been updated to reflect
the value of the LTIP based on the share price at the vesting date (rather than an estimate of the

share price at vesting).

Approval of the directors’ remuneration repart

The directors’ remuneration report was approved by the Board an 9 March 2022,

Georgina Harvey
Chair
Remunearation Committes

Mz
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to the members of Capita plc

1 Our opinion is unmodified

We have audited the financial statements of Capita plc (the
Company’)for the yearended 31 December 2021 which comprise
the consolidated income statement, consoiidated statement of
comprehensive income, consolidated balance sheet, consolidated
statement of changes in equity, consoldated cash flow statement,
company balance sheet, company statementof changes in equity,
and the related nates, including the accounting policies in sections 1
1o 6 to the Group financial statements and section 7 1o the Parent
Company Financial statements.

In our opinion

— The financial statements give a true and fairview of the state
of the Group’s and ofthe Parent Company's affairs as at
31 December 2021 and of the Group's profit forthe year
then ended;

-— The Group financial statements have been propery prepared
in accordance with UK-adopted intemational actounting
standards;

— The Parent Company financiai statements have been properly
prepared in accordance with UK accounling standards,
including FRS 101 Reduced Disclosure Framework; and

-— The financial statements have been prepared in accordance
with the requirements ofthe Companies Act 2006.

R

Jenden

Basis for opinion

We conducted our audit in accordance with Intemationat Standards
cn Auditing (UK) (1SAs (UK}) and applicable law. Our
respansibilities are described below. We helieve thatthe audit
evidence we have obtainedis a sufficient and appropriate basis for
ouropinion. Our audit opinion is consistent with our report to the
Audit and Risk Committee.

We were first appointed as auditor by the Directors on 18 August
2010. The pedod of total uninterrupted engagementis forthe 12
financial years ended 31 December2021. We have fulfilled our
ethicalresponsibilities under, and we remain independent ofthe
Groupin accordance with, UK ethicalrequirements including the
FRC Ethical Standard as applied to listed publicinterest enfities. No
non-audit services prohibited by that standard were provided.

Overview

Materiality: £6m{2020: £7m})

Group fnancial g 294, of namalised Group revenue (2029. 4 4%
siatementsasa  ,raannalised Group profit befare tax)

who'e

Coverage 86% (2020° 86%) of total Group revenue
86% (2020 74%) oftotal profits and Insses
before tax

90% (2020: 88%} of tolat Group assels
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Risks of material misstaterment vs 2020

Recurring risks for the Group Going concern a»
Revenue and profit recognition “»
Impaiment of goodwill A
tems excluded from adjusted profit -
Capitalisation and recoverability of contract fulfimentassets -«
Provisions and contingentiiabilities >
Pensions obligations >

Recurring risks for the Recoverability of the Parent Company's investment in, and amounts due from, its subsidiares “p

ParentCompany

Inthe prior yearwe reported a materialrisk in respect of the recoverability of intangible assets acquired in business combinations alongside the
recoverahility of goodwili. The camying value ofintangible assets have decreased significanty following the completionof business dispcsals and
asset retirements in the year. Therefore the level of our audit focus has reduced and accordingly the risk has been removed fromourauditreport

for2021.

2 Material uncertainty related to going concern

Going concern

Referto section 1 and the viabilty statement on page 62 and the Audit
and Risk Committee report (pages 86 -95).

We draw attention to note 1 to the financial statements which indicates
that the Board requires the completion of its planned business disposak
programme and a refinancing to support the going concem assumption
Both require agreements and consents fromthird parties which are not
within the direct control of the Company and accordingly these events
and conditions constitute matenal uncertainties thatmay cast significant
doubton the Group’s and the Parant Company’s ability to cantinue as a
geing concemn and, therefore, that the Group and parent Company may
be unable to realise theirassets and discharge their liabilities in the
nermal course of business.

Ouropinion is not modified in this respect of these matters.

Disclosure quality

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

Thatjudgementis based on an evaluaton of theinherentrisks to the
Group's and Parent Company’s business model and how those risks
might affect the Group’s and Parent Company’s financial resources or
ability to continue operations over a penod to 31 August 2023 fromthe
date of approval of these financial statements (the ‘going concern
period’).

There s little judgement involved in the Directors’ conclusion that the
mitigations required to address the risks and circumstances, described
in note 1 to the financial statements, represent material uncertainties
overthe ability of the Group and Parent Company to continue as a gohg
concem. Thisis because the mitigations are not within the direct control
of the Company.

Clear and full disclosure of the facts and the Directors rationale forthe
use of the going concem basis of preparation, includingthat there are
related materaluncertainties, is a key financial statement disclosure
and sowasthe focus of ouraudit in this area. Auditing standards require
that to be reported as a key audit matter.
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Qur response

Assessing transparency: We assessed the completeness and
accuracy of the matters covered in the going concem disclosure, to
confirm whetherthey sufficiently explain thejudgements made,and
risks considered by the Directors in assessing whetherthe basis of
preparation is appropriate. In addition, we assessed the overall balance
presented in the basis of preparation and viability statements, andthe
clarty provided by the Board in relation to the mitigatiens required to
support the going congcem assumption of the Group and Parent
Company.

We responded fo the risks considered by criticaily evaluating the
Board's assessment efbath the base caseand severe butplausible
downside scenano. The focus of our audit covered the following
key areas:

Our sector experience: We assessed the projections and assumptons
by reference 10 aurknowledge of the business and general market
conditions inciuding the potentiai isk of management bias. (n addition
o execution risk associated with the transformation plan, we critically
assessed any prolonged impact of COVID-19, aleng with the nsks and
uncertainties associated with the Group's customers, suppiiers and
workforce. We formed curviews based on ourunderstanding of the
business and the end markets the Group serves and how these have
been impacted by the global pandemic.

We considered the risk factors as set out by the Board in the Principal
Risks section of the annualreport and accounts.and where relevant
ensured thatthese fealured in the projections prepared {o support the
base case and the risks applied.

Test of detail: We used our modeling specialists to test the integrity of
the financial model used by the Board to assess the base case
projections and the varous scenarigs, includingthe severe but
plausible downside farecasts.

We critically assessed the cash flow forecasts by considering the
appropriateness of key assumptions used in preparing those
projections, with a specific focus on the revenua growth assumptions
and cost reduction plans. We evaluated these via enguines with each of
the divisional Executive Officers and Finance Directors, the Chief
Executive Officer and Chief Financial Officer, and inspected the Boards
plans and associated papers.

KPMG)

Historical comparisons: We assessed the ability of the Group to
accurately forecast by comparing historical results to forecasts for key
meirics. We assessed the most recent years’ performance against
budget, iIncluding sales growth and cost reductions andchallenged the
assumptions overthe going concem penodbasedon historical
performances. We also assessed the actual performance in recent
years vs the hase case and downside case forthe relevant yearto
challenge the quantum of isks applied in the forecasts,

Funding assessment: We reviewed the lenderagreements, including
the Revolving Credit facility [RCF) and the backstop bndge facility, to
understand the temms including covenant requirements and any
restrictions in the use of funds. We re-performed caiculations, for 30
June 2022 and 2023 and 31 December 2022, prepared to assess
compliance with the key financial covenant andtested formathematical
accuracy.

We considered the adjustments made in the adjusted EBITDA forthe
covenant calculations, censidering the appropriateness compared to
the loan agreements and historical accepted practice with the current
lenders. In addition, we inspectedthe comespondence betweenthe
Company and the private placement lenders that set outthe proposed
items to be excluded in the adjusted EBITDA definition and compared
these against the items included in the covenantcalculations.

Sensitivity analysis: We assessed the downside sensitivities to
ensure that these represented severe but plausible scenarios based an
ourknowledge of the business, the associated risk exposure and we
considered the most recent trading results 1o form a holistic view of the
Group. We assessed those risks and challenged whetherthe rigks
applied reflected progress to datein delivering the transformation
programme and the ongoing effects from COVID-19 based onthe
impacts experienced by the Group since 2020. We assessed identfied
risk assumptions to ensure that they reflecied a more likely than not
chance of accuiring underthe downside scenarios. We also assessed
the mitigating actions, to identify whetherthese were reasonable and
within the direct control of the Group.

Qur findings: We found the going concem disclosure inciuding the
related materal uncerainties to be proporionate (2020 disclosure
finding with material uncertainties: proportionate)
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3 Other key audit matters: our assessment
of risks of material misstatement

Key audit matters are those matters that, in our prefessional judgement.
were of most significance in the audit of the financial statements and
include the most significant assessed risks of material misstatement
(whetherornot due to fraud)identified by us, including those which had
the greatest effect on: the overallaudit strategy; the allocation of
resourcesin the audit; and directing the efforts of the engagement
team. Going concem is a significant key audit matterand is described
in section 2 ofourreport. We summarise below the other key audit

matters (unchanged from 2020 with the exception of the risk associated
with the recoverability ofintangible assets which has been removed
from ouraudit repon as described in section 1}, in decreasing crder of
audit sigrificance, in ariving at ouraudit opinion above. togeter with
our key audit procedures to address those matters and our findings
from those procedures in orderthat the Company's members as a
body, may better understandthe process by which we amived at our
audit opinion. These matters were addressed, andourfindings are
based on procedures undentaken. in the context of, andsolely for the
purpose of, ourauditof the financial statements as a whale, and in
forming ouropinion thereon, and consequently are incidental to that
opinion, and we do not provide a separate opinionon these matters.

Revenue and profit recognition Accounting treatment

The Group has reported revenues Professional standards require us to make a rebuttable presumption that the fraud risk asscciated with

from continued cperations of
£3,182 5million (2020: £3,324 8
million) and reported profit before
tax of £287.1 million (2020: loss
£49 4 million)

Referto sections 2.1 and 2.2 and
to the Auditand Risk Committee
report {pages 86 — 95).

Subjective estimate

negotiations with customers.

revenue recognition is a significant risk.
The incentive/pressures on management to achieve bonus targets and/or market consensus increase therisk
of fraudulent revenue and profit recognition.

There is a sk that revenue may be recognised even thoughiitis not probabie (i.e. not more likely than not)
that consideration wili be collected, which could be due to uncertainties over contractual terms and cngeing

For leng-termcontracts. the contractua amangements ¢an be complex regarding variable consideration and
service performance measures, This can involve significant judgments that may impact the recognition of
revenue and contract profits including, among others, those over.

— Theinterpretation of contract terms cenceming future obligations;

— The allocation of revenue to performance cbligations;
— The assessment of whetherthe contract performance obligations satisfy the requirements to apply the

sefies guidance;

— The consideration of onerous contract conditions and associated loss provisions, and
— Where changes in the scope of work are agreed, the assessmentofwhetherthe new services are

distinct or not.

The execution risk associated with the successful transfermation on an outsourcing contract requires
judgment to be applied concerning casts to complete and the overall estimation of profit over the lifetime of the
contract. There is a risk that potentialdifficulties are notidentified fully resulting in excessive profits being
recognised orthe lack of consideration of contractloss provisions. This risk was heightened dueto the impact
of COVID-19 on the delivery of performance obligations, and the econamic uncertainties the pandemic
introduced that may continue to impact assumptions coencerning future performance metrics.

in situations where customers terminate, or partially terminate a contract, the cessationmay triggerthe
recognition of deferred income associated with outstanding performance cbligations which will no longerbe
recognised in future periods. Judgment is required to determine the effectivedate of the termination, and
particularly where services are being handedback oracrossto another provider,

The effect of these matters isthat, as part of ourrisk assessment, we determined that revenue and profit
recognised from long-term contracts has a high degree of estimationuncertainty, with a potentialrange of
reasonable outcomes greater than cur matenality for the financial statements as a whole. and possibly many

times that amount.
Disclosure quality

There is & risk that the disclosures presented are not sufficient to explain therevenue and profit recogniticn
accounting policies and the key judgments applied.

Qur response

We performed the detailed tests below ratherthan seeking to rely on
any of the Group’'s controls because our knowledge of therelated IT
controls indicated that we would be unlikely to obtain the required
svidence in orderto be able to support the effective operation of the
controls.

Tests of detail: We obtained and inspecled a sample of the confractual
agreements to understand the contract terms and conditions that
underpin the revenue and the profit recognition assumptions and to
identify conditions underwhich vanable revenue can arise. Forthe
major contracts selected through our scoping exercise, where relevant,
we also assessed the accountng papers prepared by the Company that
setoutthe key judgments to apply.
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Where contract negotiations are ongoingin relation to variable
cansideration, we made enquiries on the curentstatus with those
involved in the discussions and by reference to the associated signed
contract or any vanation amendments. Where significant variable
consideration had been recognised, we obtainedand inspectedthe
contractualagreements to understand the contractterms and
conditions that underpin the revenue recognition assumptions. Where
relevant we inspected corespondence with customers or other
supporting documeniationin relation to the varations or scepe change.

We considered the assumptions within the business plans and lifetime
assessments, checking that onercus conditions had been recegnised
appropnately, particulary on centracts thathave hada poor
performance in the current year and these contracts that are in a pre-
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inflection phase of transformation. We assessed any ongoingimpact of
COVID-19 on the key assumptions, together with any contract
modifications agreed with the customer in response to the pandemic.

in determining whetheronerous contract pravisions should be recomed,
we assessed contract profitahility forecasts by analysing historic
performance relative to contractual commitmenis overits full term. This
included assessing critically the assumptions over future costs including
projected savings and the actions required to achievethese by
comparson to historical cost savings achieved on similar projects. Our
assessmant considered the leveis of uncertainty contained in the
forecasts, the extent to which Company actions aione cauld mitigate
risks and any dependencies on the customer or other third partties. This
assessment covered a sample of contracts including thase identfied by
the Board as baing high risk and comprising the major contractsina
pre-inflection phase.

In situations where there has been a termination or partial termination,
we assessed the contract termms ingiuding any correspondence fromthe
customer, to challenge the effective date of thelamination. We also
chailenged the judgments applied as to whether, in the case of a partial
termination. any deferred income should be recognised immediately or

spread forward by assessing the inter dependencies of the performance
obligations, and the inifial contractual terms,

We challenged whetherthe key contract judgments made by the Board
are appropriate based on the underlying contractual terms and
evidence obtained.

Assessing transparency: We consideredihe disclosuresin the
financial statements to check that thesewere comprehensive and
provided proportionate detail of the revenue and profit recognition
policies and of the key judgments applied. Thisincluded an assessment
of whether sections 2.1 and 2.2 clearly set out the impacts arising from
the accounting policies appliedin relation to the long-ferm contracts
provided by the Group

Qur findirgs: in deteanining the treatment of revenue and profit
recognition, the Group has applied accounting policies basedon the
requirements of IFRS15 . In applying these policies there is roomfor
judgement and we found that within that the Group's judgementwas
balanced (2020 finding: balanced).

We found the disclosures associated with the IFRS15 policies o be
ample (2020 finding: ample).

Impairment of Goodwiil Forecast-based valuation

The Group records goodwill of
£451.7 miliion as at 31 December
2021 {2020: £1,120.5million) —
see sections 3.4,

Referto the Audit and Risk
Committee report on

pages 86 - 95

each new CGU Group.

As pant of our risk assessmentwe considered the camying value of goodwill and the risk over potential
impaiment to be a significant audit sk because of the inherent uncertainty invelved in farecasting and
discounting future cash flows. The Group has revised its Cash Generating Unit (CGU) structure as a result of
the Future Capita re-organisation. This introduced judgement with regards to the reallocation of gocdwill to

COVID-19 introduced unprecedented gconomic uncertainies and this Jed to increased judgement in
forecasting future financialpeformance The high level of uncerainty asto how the econemy might recover

from the pandemic and how the transformation programme might deliveroverthe remainderof 2022 andinto
2023 and beyond, and theimpact these may have on the Group's activities and perfjormance, continues to
render precise forecasting challenging. There is a high degree of uncertainty in making the key judgements
and assumptions that underpin the Group’s financial forecasts.

There is a nisk that the Beard have not adequalely assessed the factors that could impact the future forecasts
and performance of the business, including the execution risk associated with the delivery of the
transformation plan and the economic uncertainties as economias recover fromthe pandemic. This could
impact the assessmeant overthe carrying value of goadwill, and the quantum ofany impairment charges that

may need to be recorded.

We determined that the recoverable amount of goodwill has a high degree of estimation uncertainty, with a
potentialrange of reasonable outcomes greaterthan our materality forthe financial statements as a whole,
and possibly many times that amount. The financial statements (section 3.4) disclose the sensitivity estimated

by the Board.
Disclosure quality

There is arisk thatthe disclosures presented are not sufficient to explain the key assumptions that drive
the valuations, and the key sensitivities thatthe Board has considered. This is particulardy important given
the completion of the transformation programme, the impacts that COVID-19has introduced . andihe
relevance of the assumed growth assumptions 1o the sensitivities thatare relevant when considenng the

camying vaiue of goodwill.

Our response

We perfonmed the tests below rather than seekingto refy on any of the
Group's controls because the nature of the balanceis such that we
wouid expect to obtain audit evidence primarity through the detailed
pracedures described.

Comparing valuations: We compared the sumaf the discounted cash
flows 10 the Group's market capitalisation and assessed the rationale
farthe differences. We also compared the implied share price derived
from the recoverable amount at the year end to the Company’s share
price throughout 2021 and assessed the reasonableness of the factors
identified by the Board to explain the differences. Ourassessment
considered the impact of COVID-19 on the share prices of many fisted
eptities during 2021, and the sectors and endmarkels that the Groupis
invoived with.

Tests of detail: We tested the principles and integrity of the Group's
discounted cash flow model. We compared the cash flows used in the

KPME

impaiment madel to the output ofthe Group's budgeting process and
against the understandingwe obtamed about thebusiness areas
through ouraudit and assessedif these cash flows were reasonable

We assessed and challenged the goodwill reallocation approach
applied by the Group following the reorganisation of the Group’s
reporting structure .

Historical comparis on: We assessed the histonical accuracy of the
forecasis used in the Group's impaimment mode! by considering actual
performance against prior year budgets, recognising the impacts that
COVID-18 introduced. We also assessedthe forecastrevenue growih
with reference ta the mostrecentresults for2020 and 2021,

Benchmarking assumptions: We used extemal dataand ourown
intemal valuation specialists to evaluate the kay inputs and
assumptiaons for growth and discount rates.
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of the transfoermation program objectives and the continuing economic
uncertainties introduced by COVID-19.

Sensitivity analysis: We performed sensitivity and break-even
analyses forthe key inputs and assumptions andidentified those cash-

enerating units we considered most sensitive to impaimment. .
g g P We found the Group's disclosures to be proportionate (2020 finding:

proportionate) in their description ofthe assumptions and estimates
made by the Group and the sensitivity of the valuationof goodwill to
changes in those assumptions and estimates

Assessing transparency: We evaluated the adequacy of the
disclosures related to the estimation uncertainty, judgments made and
assumptions over the recoverability of goodwill, checking that the
sensitivity disclosures previded enough detailand propertionate
infermation to inform a readerof the accounts.

Our findings: We found that the Group's cash flow forecasts and
discountrates, when consideredtogeather, were optimistic (2020 finding:
mildly optimistic), reflecting the dependency on the successful delivery

Presentation appropriateness

adjusted profit The Group presents separately adjusted measures including operating profiland profit beferetax as a note to
The Group hasreported a profit  the consolidated income statemant and in section 2.4.1n addition, adjusted free cash flow measures are
before tax of £287.1 miflion forthe presented in section 2.10. The Company’s financial highlights and commentary refers to ‘adjusted measures
yearended 31 December2G21 aswell as those derived on an adopted IFRS basis. The reasoning behindthis presentation is set outin notes

Items excluded from

(2020: loss £49.4 million) and to the financial statements.
comesponding adjusted profit
before tax of £93.5 million
{2020: £5.4 million}

Items excluded from adjusted profit are not defined by IFRSs and therefore a policy decision is required by the
Directors to identify such items and to maintzin the comparability of resultswith previous years in accordance
with the Group’s accounting poficy, and there is a risk of management bias. Failure to disclose clearly the nature

Section 2.4 details items excluded and impact of items excluded from adjusted profit may distort the reader’s view of the financial resultin the year.

from adjusted profit. Referto the
Audit and Risk Committee report
on pages 86 -85,

There is arisk that items excluded fromthe reported GAAP measures are inappropriate andnotin
accordance with the accounting policy approved by the Board.

The key covenants that are relevant forthe Company's compliance with the terms of the debtand loans are

hased on EBITDA thatis adjusted foritems excluded framreported profits. This introduces a risk of
management ovemride and bias to ensure compliance is achieved.

Disclosure quality

The disclosures need to include relevant and appropriate explanaton of the items adjusted to ensure these
are transparent and understandable and can be reconciled easily back to equivalentreported GAAP
measures. There is a risk that the information provided is unclear and does not provide enough detailon the
accounting policy approved by the Board, and in the case of restructuring does not set outthe boundaries
applied to determine which costs should be excluded from the reporied measures.

Qur response

We performed the tests below ratherthan seekingto rely on any of the
Group's controls because the nature ofthe balanceis such that we
would expect to obtain audit evidence primarily through the detailed
proceduses described.

Assessing principles: We communicated our consideration onthe
classification of items exduded from adjusted profit to the Audit and Risk
Committee to informthe debate on the Board's assessmentof the policy

decision to present adjusted measures in additonto the repored metrics.

We examined the presentation of adjusted measures in the front half of
the Annual Report and Accounts ({ARAY and censidered this against
applicable guidelines includingthe FRC publications on the
presentation of aitemative performance measures. This inciuded the
publications issued by the FRC during 2020 in response to COVID-19
with guidance providedon howlisted entities should use the narrative
to explain the effects of the pandemic on the Group's activities and
performance, as weilas the FRC Thematic Review on Altemative
Performance Measures {APMs) issued in Gctober 2021 which sets out
an expectation of good quality disclosures around the use of APMs.

Assessing balance: We considered whetherthere are any items
included in the adjusted measures that it would be mare appropriate to
exclude fromthese measures and vice versa.

We tested on a sample basis items recorded as adjustiments te source
documentation to assess theapproprateness of classification.
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As part of this consideration, we assessed the consistency of
application of the Group’s accounting policy for the classification of
items excluded from adjusted profit year-cn-year.

We reviewed the terms of the debt and loan agreements to understand
the items that can be adjusted forthe purposeof preparing the
covenant calculations.

We evalualed the items adjusted with a consideration to the factors
above to assess managementoveride and bias.

Assessing transparency: We assessed whether the basis of the
adjusted financial information is clearly and accurately descrbedand
consistently applied and that all alternative performance measures,
togetherwith reconciliations to the adopted IFRS position, are shown
with sufficient prominence in the ARA. We assessedthe narrative and
commentary within the ARA with reference to the relevant FRC
guidance.

Our findings: The Board identified severalitems that individually had
affected profit forthe year (orpriar year) and that required appropriate
disclosure in the ARA to enable stakeholders to assess the Group’s
perfomance. This included items presented within the reported
measures, and those exciudedto amve at the adjusted measures. We
found that proporionate disclosure of these items had been provided in
the ARA taken as a whole (2020 finding: proportionate).
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Capitalisation and
recoverability of contract
fulfilment assets [‘'CFA’}

Accounting application

IFRS15 requires that certain costs incurred on a contract, or an anticipated contract, thal generate orenhance
the resources of an entity to deliverthe performance obiigatons. and meet ihe relevant criteria set out in the

The Group repoted CFAsthatas  standard, should be capitalised and amortised overthe expested contract life.

at31 December2021 totalled
£286.7 million

(2020: £294 .8 million)

Referto sections 2.1, 2.3 and
3.1.3, and to the Audit and Risk
Commiltee report on

pages 86~ 95.

Subjective estimate

Section 2 1 sets out the outsourcing model operated by the Group and explains how typically the early stages
of a contract (pre-inflectiony will reflect a period when the contract fulfilment assets are createdasthe
contract delivery is established Judgment is required in applying the Group's accounting policy to assess
whether the costs incurred will enhance the future economic benefits fromthe contract Where contracts are
atthe pre-inflection stage, there is greater sk of recoverability as duning this phase the CFAis being
developed. This compares to contracts postinflection and in a ‘business as usual’ stage where the riskis

reduced asthe CFA has been proven and is being used to deliverthe perdformance obligations, with
amortisation overthe expacted contract life.

Where a contract is not performing as expected, the costs capitalised may nof be recoverable andan
impairment of the CFA may need to be recorded.

The effect of thase matters is that, as part of ourrisk assessment, we detemrmined that the recoverable amount
of contract assels has a high degree of estimation uncertainty, with a potential range of reasonable outcomes
greaterthan aur materiality for the financiai statements as a whole.

Disclosure quality

There is a sk that the disclosures presented are net adequate 1o explain the capitalisation critena that are
used to assess whetheritems of expense should be recorded as a contract asset

Our response

We perforned tha tests below ratherthan seekingto rely on any of the
Group's controls because the nature of the balanceis such that we
would expect 1o obtain audit gvidence pnmarily through the detailed
procedures described.

Tests of detail: We tested on a sample basis the costs capitalised as
CFAs by reference to the ¢riteria set out in the Group's accounting
policy. For the costs sampled we obtained third party support, orfor
intemally generated lime we cbtainedthe relevant costing rates and
records, to suppoeri the basis of capitalisation.

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

Sensitivity analysis: Where a contracthas performed below budgetand
expectations, we assessedwhether there was uncertainty regardmg the
recaverability of the CFA throug h future contract profitability.

Assessing transparency: We consideredihe disclosuresin the
financial statements to assess whether these provided sufficientdetail
of the criteria used to evaluate whether expense items should be
recorded asa CFA.

Our findfngs: We found the assumptions and estimates usedto
assessthe CFAs o be recognised, and to determine the estimated
usefuilives, to be balanced {2020 finding: balanced).

We found that the Group's disclosures in section 3.1.3 1o be proportionate
(2020 finding: proportionate). Section 2.1 highlights the CFAs that are at
higherrisk due to the pre-infiection stage of the contract

Provisions and

Contingent Liabilities

See section 3.6 fordetails ofthe
claim and litigation provisions
totalling £15.8 million as at 31
December2021 (2020:£41.7
milken) and section 6.2 fora
discussion on the contingent
liabilities identified.

Also refer to the Auditand Risk
Committee report on

pagesds - 95.

Subjective estimates

Dispute outcome

Significant judgment is required to assess whetner actual or potential claims, litigation or fines ansing from
regulatory oversight, or fromongoing disputes, should be recognised as provisions within the financial
statements orwarrant disclosing as contingent liabilities.

In the nomal course of business, potential exposures may arise fromthe Group's activities in prior years, for
example in relation to design auihority roles related to property constructions and actingas administrater for
pension schemes and arangements.

The amounts invelved are potentially significant. and the application of accounting slandards to determine the
amount, ifany, to be provided as a liability. is inherently subjective due to the nature of the claims, litigation.
fines and disputes. There is a risk that the estimate is incarrect. and any provisian is rateriaily misstated

The affeci of these matiers is thal, as pan of ourrisk assessment, we determined that the litigation liability has
a high degree of estimation uncertainty. with a potentialrange of reasonable outcomes greater thanour
matenality for the financial statements as a whole, and possibly many times that amount. The financial
statements (note 6.2) disclose the contingent iiabifities that the Board has assessed.

Disciosure guality

Where the impact of any present obligations is not probable or not reliably measurable. and thus no provision
is recorded, failure to adequa'ely disclose the nature of these circumstances within the financial statements
may distort the reader's view as io the potential isks faced by the Group

T
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Our response

We performed the tests helow ratherthan seekingto refy on any ofthe
Group's controls because the nature of the batanceis such that we
would expect to cbtain audit evidence primarily through the detailed
procedures described.

Personne!interviews: We enquired of the Executives and the Chief
General Counsel and inspected Board minutes foractual and potental
claims arising in the yearbased on any exiemal communications with
the Group and assessed whether provisions are required forthese
claims. Qurengquiries were included as standard questionsin allour
meetings with those respansible for preparing the financial statements
including the divisional Finance Directors, heads of functions at

Group and comporate level, the Executve Directors and the Auditand
Risk Committee.

Tests of detail: We obtained an understanding and status of existing
claims and litigations via enquires, examining any relevant
comespandence andassessing the matters reportedto the ARC for
discussion and consideration. This included assessing critically
managements’ assessment regarding the likelihood of the existence of
obligations, and the basis usedto measure any provisions.

We compared the estimate of the risk and impact ofthese claims and
litigations to third party evidence, where availabie.

We reviewed the legal expenses incurred in the yearto identify any
material spend with external legal advisors that may indicate an
ongoing claimand made enquiries to ensure thecompleteness of all
claims and litigation assessed by the Board.

Enquiry of lawyers: On the significant legal cases, we requested and
obtained formal confimations from extemal counsel and inspected any
relevant comespondence with external counsel and theclaimant to
assessthe reasonableness of the estimated liability.

Assessingtransparency: VWe evaluated the adequacy ef the
Group's provisicns and contingentliability disclosures in the financial
statements in accerdance with accounting standards, and the
disclosure of the estimation uncenainty and quantification of that
uncerainty where appropriate

Qur findings: We found that the assumptions and estimates were
mildly cautious (2020 finding. mildly cautious) given the historic nature
of many of the open claims

We found that section 6.2 provides proportionate (2020 finding:
proportionate) disclosure of the contingent liabilties in respect of
potential litigatior or claims.

Pensions obligations

The Group reported a netpension
suplus of £5.8 million as at

31 December2021 (2020: deficit
liability £252 1 million)

See section 5.2 fordetails of

the Group pension schemes and
theirobligations as at

31 December2021.

Alsorefer to the Auditand

Risk Commitiee report on
pages 86 - 95,

Disclosure quality

Significant estimates are made in estimating the Group’s defined benefit pension obligations and small
changes in assumptions and estimates used may have a significant effect on theamounts recorded. There is
arisk thatthe assumptions applied are not appropriatein the context of the pension scheme amangements.
The effect of these matters is that, as part of ourrisk assessment, we determined that the valuationof pension
ohligations has a high degree of estimation uncerntainty, as a smallchange in key assumptions canieadto
material changes in the obligations. This can result with a potential ange of reasonable outcomes greater
than our materiaity forthe financial statements as a whole, and possibly many times thatamaount. The
financial statements (note 5.2) disclose the sensitivity estimated by the Group

There is arisk that the disclosures presented are not sufficient to explain the key assumptions that the Board
has adopted forthe purpose of valuing the pensionobligations.

Our response

We performed the tests below ratherthan seeking to rely ocn any ofthe
Group's controls because the nature of the balanceis such that we
would expect to obtain audit evidence primanly through the detailed
procedures descnbed.

Methodology choice: We used curinternal actuarial specialists to
considerand assess cntically the methedologies applied.

Assessingthe valuer’'s credentials: We evaluated the competence
and independenceof the extemal actuaries who are engaged by the
Company to estimate the pension scheme obligations for the purpose
of the financial statements.

Comparing valuations: We benchmarked the key assumptions
applied in determining the Group’s defined benefit obligations, being the
discount rate, inflation rate and morality/life expectancy. This included
a comparison of these key assumptions against extemally derived daia.

Assessing transparency: We evaluated the adequacy of the
disclosures in respect of the sensitivity of the obligations to
these assumptions.

Our findings: We found that the assumptions and estimates were
balanced (2020 finding: balanced) and the Group's disclosures in
section 5.2 to be proportionate {(2020finding: propertionate) in their
description of the assumptions and estimates made andthe sensitivites
of the valuation of the pension obligatiens to changesin those
assumptions and estimates.
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Recoverability of the Parent
Company's investmentin, and
amounts due from, its
subsidiaries

Investment carrying value

£947 .3million (2020: £683.3
miliior) and amounts due from
subsidiaries £2,667 .6 million
{2020: £2,946 9 million). Referto
section 7.3.1 (accounting policies)
and section 7.3.4 {Investments)
and Parant Company

Balance Sheet

Low risk, high value

The camying amount of the Parent Company's investment in, and amounts due from. its subsidiaries
represent25.1% and 70.7% (2020: 17 6% and 75.9%) of its total assets respectively Theirrecoverability is
not at a high risk of significant misstatement orsubject 1o significant judgement. However dueto its matenality
in the context ofthe Parent Company financial statements. this is considered to be the area that hadthe
greatest effect averalion our Parent Company audit.

Our response

We performed the tests below ratherthan seekingto rely on any ofthe
Group's controls because the nature of the halanceis such thatwe
would expect (o obtam audit evidence primarfly through the detailed
procedures described.

Tests of detail: We compared the camying amountofthe investment,
and the amounts due from subsidiaties, with the relevant subsidiary’s
draft statutory balance sheet to identify whetherits net assets, beingan
approximation of its minimum recoverable amount, was in excess ofits
carrying amount ang assessed whether the subsidiary has historically
been profit-making.

Where impawment indicators were identified, we compared the cash
flows used in the impaiment model to the cutput ofthe Group's
budgeting process andagainst the understanding we obtained about
the business areas through ouraudit and assessed if these cash flows
were reasonable.

Sensitivity analysis: We performed sensilivity analyses forthe
key inputs and assumptions and identfied those individual
investments and amounis due from subsidianes we considered
most sensitive to impairment

Assessing transparency: We evaluated the adequacy of the
disclosures related to the estimation uncertainty, judgments made and
assumptions aver the recoverability of the Farent Company's
investmentin, and amounts due from, its subsidianes, checking that the
sensitivity disclosures provided engughdetail and proportionate
information to infanm a reader of the accounts.

Our findings: We found the Parent Company’s assessment of the
recoverability of the investmentin, and amounts due frem, subsidiaries
to be balanced (2020 finding: balanced). We found the Company's
disclosures of the recoverability of investment held by the Parent
Campany in, and amounts due from. subsidiarnes to be proportionate
(2020 finding: proportionate)
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4 QOur application of materiality and an
overview of the scope of our audit

Materiality forthe Group financial statements as a wholewas setat£6.0
million (2020: £7.0 millian), determined with reference to a benchmark of
Group revenueof£3,182.5 million normalised by exciuding revenue in
relation to business exits of £174.0million, as disclosedin nole 2.8 of
which it represents 0.2%. Wechangedthe benchmark from 2020, when
we applied Group profit before taxfrom continuing operations (PBTCO)
nommalised by excluding certainitems which do notrepresentthe normai,
continuingoperations of the business, and by averaging overthreeyears.
In 2020, normalised PBTCO was £157 4 million, and matenality
represented 4. 4% ofthe benchmark. We changedthe benchmark from
PBTCQ to revenue due to the ongeing volatility introduced by the
pandemic on thenomalised profits. We determined that total revenue
provided a mere stable measure year on yearthan Group PBTCO.

Materiality for the Parent Caompany financial statements as a whole was
setat £5.5 million (2020: £6.5 miliion), by reference to compenent
materiality. This is lower than the matenality we would otherwise have
determined by reference to total Campany assets and represents
0.15% ofthe Company’s total assets (2020 0.17%).

In line with aur auditmethodology, our procedures on individual acoount
balances and disclosureswere performed o a lower threshold,
performance materialty, so asto reduceic anacceptabielevel the risk that
individually immaterial misstatements in individual account balances add up
to a materal amountacross the financial statements taken as awhoke.

Performance matenality forthe Group and the Parent Company was set
at 65% (2020. 65%) of materiality forthe financial statements asa
whole, which equates to £3.9 million (2019: £4 .5 million) forthe Group
and £3.6 million {2019: £4.2 million) forthe Parent Company. We
applied this percentagein our determination of performance materiality
based on the numberand level cf identified misstatements and control
deficiencies during the prior pericd.

We reported to the Audit and Risk Committee any comected or
uncorrected identified misstatements of at least £0.30 million (2020:
£0.35 million) with the exception of classification misstatements for
which we reported all identified misstatements of atleast £1.0 million
(2020: £1.0 millien), in addition to otheridentified misstatements that
warranted reporning on qualitative grounds.

Audits for Group reporting purposeswere performed by compenent
auditors at 22 key reporting compenents in the United Kingdom,
Switzerdand, Germany, and by the Group audit teamover 1 key
compaonents in the United Kingdom, includingthe Parent Company (2020:
23 inthe United Kingdom, Switzerand, Germany, and by the Group audit
teamover2 key components in the United Kingdom, includingthe Parent
Company). Forthe remaining components, we performed analysis atan
aggregated Grouplevel to re-examine oyrassessmentthatthere were no
significant risks of material misstatementwithin these These procedures
covered approximately 86% of total Group revenue {2020 86%); 86% of
the total profitsand losses that made up Group profit beforetax {2020:
74%); and 90% cftotal Group assets (2020:88%).

The Group audit team, with the assistance of the componentauditors
where appropriate, performed procedures onthe items excluded from
nomalised Group revenue.

The Group audit team approved the component materiality levels,
which ranged from£0.4 milion to £5.5 million (2020: £0 4 million to £56
million). having regard to the mix of size and risk profile of the Group
across the components.

The scope of the audit work performed was predominately substantve as
we placed limited refiance upon the Group's intemal control over financiat
reporting. This is primarily driven by the fact thatthe finance
transformation, as part of the multi-year transformation programme and
designed tointroduce greater igour and standardisation of processes
and controls. remains in progress. The programme was digrupted in 2020
by the continuing COVID-1¢ pandemic, with plans approved to complete
the programme over the coming years {See Audit and Risk Committee
report on pages 86 — 95).
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We performed the detailed tests over the key audit matters, as set cut
in section 3 of currepert, ratherthan seeking to rely on the Group's and
Parent Company's contrals because ourknowledge of the related
controls indicated that we would be unlikely to obtain the required
avidence in orderto be able to support the effective operation of the
controls.

Detailed audit instructions were sent to the component auditors. These
instructions covered the significant audit areas that should be covered
by these audits {(which included the relevant risks of matenial
misstatement detailed above) and set out the information requiredto be
reported back to the Group auditteam. Due to the continuing COVID19
and the related travel restrictions, we were unable 10 perform physical
site visit to overseas components ferthe cument year audit. To replace
these, senior members of the Group audit team held reguiar virtual
meetings with component auditors throughoutthe audit and in the
United Kingdom, Germany and Switzerdand. At these virtual meetings,
the findings reported to the Group audi teamwere discussed in more
detail, and any furtherwork required by the Group audit teamwas then
performed by the component auditer. The Group auditteam routinely
reviewed the audit documentation of all component audits through
various stages of theiraudits.

5 The impact of climate change
on our audit

We have considered the potentalimpacts of climate change on the
financial statements as part of planning our audit. Thisincluded the
business sectars the Group operatesin, the assets the Group holds an
its balance sheet, the ways in which the Group maintains anddevelops
its client relations and supplierengagementand manages its pecple.

As part of ouraudit we have made enquiries of management to
understand the extent of the potentialimpact of climate change risk on
the Group’s financial staterments. We have performed a risk
assessment of how the impact of climate change may affect the
financial statements and our audit. We held discussions with ourown
climate change professionals to challenge ourrisk assessment. Gur
assessment is that the climate related dsks to the Group's business,
strategy and financia! planningdid not have a significant impact on our
key audit matters.

We have also read the Board's Task Force on Climate-related Financial
Disclosure (TCFD) in the frant half ofthe annual reportand considered
consistency with the financial statements and cur audit knowledge.

6 Going concern basis of preparation

The Directers have prepared the financiai statements on the going
cencem basis as they do notintend to liquidate the Group orthe Parent
Company, orto cease theiroperations, and as they haveconciuded
that the Group and the ParentCompany’s financial position means that
this is realistic for at least 18 months from the date of approval ofthe
financial statements (“the geing concem penod”). As stated in section 2
ofourreport. they have also concluded thatthere are material
uncertainties related to goingconcem.

An expianation of howwe evaluated management's assessment of
going concem is setout in section 2 of ourreport.

Ourconclusions based on this work:

— We consider that the Directors’ use of the going concem basisof
accounting in the pre paration ofthe finandal state ments is appropriate;

— We have nothing matenal to add ordraw attention toin relation to the
Directors’ statement in Note 1 to the financial statements onthe use of
the going concem basis ofaccounting, and theiridentification theren of
material unceraintes over the Groupand Parent Company’s abiiity to
continue touse thatbasis for the going concem perod; and

— The rejated statement underthe Listing Rules setouton page 76
is matenally consistentwith the financial statements and our

audit knowledge.
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7 Fraud and breaches of laws and
regulations — ability to detect

Identifying and responding to risks of material
misstaterment due to fraud

To identify nsks of matenal misstatement due to fraud (‘fraud risks”) we
assessed events orconditions thatcould indicatean incentive or
pressure to commit fraud eor provide an opportunity to commit fraud Our
risk assessment procedures included:

—— Enquiring of Directors, the Audit and Risk Committee. interal audt
and inspection of policy documentation as to the Group's high-leval
paficies and procedures to prevent and detect fraud, including the
miemal audit function, andthe Group's channel for
‘whistleblowing”, as well as whetherthey have knowledge of any
actual, suspected oralleged fraud;

— Reading Board and Audit and Risk Committee meeting minutes;

-— Considering remuneration incentive schemes and performance
targets for management and Directors including the short-term
incentive plan and long-termincentive plan for management
remuneration

~— Using ana'ytical procedures to id entify any unusual orunexpected
refationships; and

— Using curown forensic specialists 10 assistus in idenfifying fraud
risks. This included atiending the Risk Assessment and Planning
Discussion, holding a discussionwith the engagement partner and
engagementmanager, and assisting with designing relevant audit
proceduresto respond to theidentified fraud risks. They also
attended meetings with management to discuss key fraudtisk areas.

We communicated identified fraud risks throughout the audit teamand
remained alertio any indications of fraud throughout the audit. This
included communication fromthe Group audit teamto full scope
component audit teams of relevantfraud risks identified at the Group
level and request to fuill scope component audit teams to report to the
Group audit team any instances of fraud thatcould give rise (o a
maienal misstatement at Group leve!.

As required by auditing standards, and taking into accountpossible
pressures to meet profit targets and market consensus and using our
overall knowladge of the contro! envirenment, the reintrod uction of
bonus targets, and the significant restructurings undenaken as a resull
of Future Capita, we perform procedures to address the risk of
management overide of controls and therisk of fraudulent revenue and
profit recognition, in particular:

— The risk that Group and componentmanagementmay be in a
position to make inapproprate accounting entries for long-term
contracts; and

—- herisk of biasin accounting estimates and judgements such as
contract modifications and terminations.

We also identified fraud risks related to inappropriateimpairment of
goodwili, inappropriate capitalisation and recoverabiiity of contract
futfiiment assets and inappropriate classification of items excluded from
acsied profitin response 1o possible pressures to meet profittargats

Furtherdetailin respect of revenue and profit recognition. impaimment of
goodwill, capitalisation and recoverability of contract fulfiiment assets.
and items excluded from adjusted profit is set outin the key audit
matier disciosures in section 3 ofthis repon.

In determining the audit procedures. we took into account the results of
ourevaluation of some of the Group-wide fraud sk managsment
conrols which are set out in the Audit and Risk Committee report within
the Comorate Govemance section of the Group's annual report.

We also performed procedures including:

— IMdentifying journal entries and otheradjustments to test forall fuit
scope compaonents based on nsk criteria and comparing the
identified entries to supporting documentaton. Theseincluded
those posted by seniorfinance management. those posted and
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approved by the same user, and those postedto unusualand
unrelated accounts.

— Assessing whetherthe judgement made in accounting estimates
are indicative of a potential bias.

Identifying and responding te risks of material misstatement
related to compliance with laws and regulations

We identified areas of laws and regulations that could reascnably be
expected fo have a matenal effect on the financial statements from our
general commercial and sector experience, and through discussion with
the Directorsand other management (as required by auditing
slandards}, and frominspection of the Group's regulatory andlegal
corespendence and discussedwith the Directors and other
managemment the palicies and procedures regarding compliance with
laws and regulations.

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

We communicated identified laws and regulations throughout ourteam
and remained alert to any indications of non-compliance throughout the
audit. This included communication from the Group audit team to full-
scope component audit teams of relevant laws and regulations
identified at the Group level, and a request for full scope component
auditors to report to the Group audit team any instances ofnon-
compliance with laws and ragulations that couid give rise to a matenal
misstatement at Group level.

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

Firstly, the Group is subject to laws and regulations thatdirectly affect
the financial statements including financial reporting legisiation
(including related companies legislation), distributable profits legislation,
and taxation legislation and we assessed the extentof compliance with
these laws and regulations as part of our procedures on the refated
financial statement items

Secondly, the Group is subject 1o many otherlaws and regulations
where the consequences of nen-compliance could have a material
effect on amounts ordisciosures in the financial statements, for
instance through the imposition of fines or litigatian or the loss of some
ofthe Group's subsidiaries’ license to operate. We identfied the
following areas as those most likely to have such an effect: healthand
safety, anti-bribery, data pratection. employment law, regulatary capital
and liquidity and cerain aspects of company legislation recognising the
financial and regulated nature of the Group's activities in the Life &
Pensions and Empioyee Benefits sectors. Auditingstandards limit the
reguired audit procedures to identify non-compliance with these laws
and regulations to enquiry of the Directers and other management and
inspection of regufatory and legal comespondence, if any. Therefore, if
a breach of operationalregulations is not disclosed to us or evident
from relevant correspondence. an audit will not detect that breach.

Furtherdetail in respect of provisions and contingentliabilities is set out
in the key audit matter disclosures in section 3 of this repont.

Context of the ability of the auditto detectfraud or breaches of
law or regulation

Owing to the inherent limitations of ap audit, there is an unavoidable
sk fhat we may not have detected some material misstatements in the
financial statements. even though we have properly planned and
performed ourauditin accordance with auditing standards. For
example, the furtherremoved noncompliance with laws and
regulations is fromthe events and ransactions 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 higherrisk of non-
detection of fraud. as these may involve collusion, forgery, intentional
omissions, misrepresentations, orthe overmide of nternal controls Our
audit procedures are designed to detect materiai misstatement. We are
not responsible for preventing non-compliance orfraud and cannot be
expected to detect noncompliance with alllaws and regulations
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8 We have nothing to report on the other
information in the Annual Report and
Accounts

The Directors are responsible forthe otherinformation presentedin the
Annual Report and Accounts together with the financial statements. Our
opinion on the financial statements does not coverthe otherinformation
and, accordingly, we do not express an audit opinion or, except as
explicitly stated below, any formof assurance conclusionthereon.

Curresponsibility is 1o read the otherinformation and, in doing so.
considerwhether, based on ourfinancial statements audit worlk, the
information therein is materially misstated orinconsistent with the
financial statements or ouraudit knowledge. Based solely on that work
we have notidentified material misstatements in the otherinfarmation.

Strategic Report and Directors’ Report

Based solely on ourwork on the otherinformation:

— We have notidentified material misstatements in the Strategic
Report and the Directors' Report;

— Inouropinion the information given in those repors for the
financial yearis consistent with the financiat statements; and

= In ouropinion those reports have been prepared in accordance
with the Companies Act 2006.

Directors’ Remuneration Report

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

Disclesures of emerging and principal risks and
longer-term viability

We are reguired to perform procedures to identify whetherthere is a
materialinconsistency between the Directors’ disclosures in respect
of emerging and principal risks and the viability statement, and the
financial statements and curaudit knowledge.

Based on those procedures, otherthan the material uncerainties
relaled to going concem and viability referred to in section 2 of this
report, we have nothing further material to add ordraw attentionto
in relation to:

— The Directers’ confimmation within the Viability Statement on page
62 that they have camed out a robust assessmentof the emerging
and principal risks facing the Group, including thase thatwouid
threaten its business model, future performance, salvency and
liquidity;

-— Therisk management and intemal contol disclosures describing
these risks and how emerging risks are identified, and explaining
howthey are being managed andmitigated; and

— The Directors’ explanation in the Viability Statement of how they
have assessed the praspects of the Group, overwhat periodthey
have dene so and why they consideredthat penodto be
appropriate, and their statement as to whetherthey have a
reasonable expectationthat the Group will be able to continue in
operation and meet its liabilities as they fall due overthe period of
theirassessment, including any related disclosures drawing
attention to any necessary qualifications orassumptions.

We are also required to review the Viability Statement set out on page
62 underthe Listing Rules. Based on the above procedures, we have
concluded thal the above disclosures are matenally consistent with the
financial statements and ourauditknowledge.

Ourwork is limited to assessing these mattersin the context of only the
knowledge acquired during our financial statements audit. As we cannot
predict all future events or conditions and as subsequent events may
resultin outcomes that are inconsistentwith judgements that were
reasonable at the time they were made, the absence of anything to
report on these statements is not a guarantee asto the Group’s and
Parent Company’s longer-term viability.

Corporate governance disclosures

We are required to perform procedures fo identify whetherthere is a
materalinconsistency between the Directors’ coporate governance
disclosures and the financial statements and curaudit knowledge.

Based on thase procedures. we have concludedthateachofthe
following is materally consistent with the financial statements and our
auditknowledge:

— The Directors’ slatement that they considerihat the Annual Report
and Accounts, and financial statements. taken as a whole is fair,
balanced and understandable, and provides the information
necessary forshareholders to assess the Group's position and

performance, business modeland strategy,

— The section of the AnnualReport and Accounts describing the
work ofthe Audit and Risk Committee, including the significant
issues that the Committee considered in refation to the financial
statements, and how these issues were addressed and

— The section ofthe Annual Report and Accounts that describes the
review of the effectiveness ofthe Group’s isk managementand
intemalcontrol systems.

We are required to review the part of the Corporate Govemance

Statement relating to the Group's compliance with the pravisions of the

UK Comorate Govemance Code specified by the Listing Rules ferour
review. We have nothing to reportin this respect.

8 We have nothing to report on the other
matters on which we are required to
report by exception

Underthe Companies Act 2006, we are required to report to you if, in
QUIOpiroan:

— Adequate accounting records have not beenkept by the Parent
Company, or retums adequate forouraudit have notbeen
received frombranches not visited by us; or

— The Parent Company financial statements and thepartofthe
Directors’ Remuneration Report to be audited are notin agreement
with the accounting records andretums: or

—= Certain disclosures of Directors' remuneration specified by law are
not made; or

— We have notreceived allthe informatien and explanatons we
require forour audit.

We have nothing to repor in these respects.
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10 Respective responsibilities
Directors’ responsibilities

As explained mare fully in their statement set out on page 81. the
Directors are responsible for: the preparation of the financial state ments
including being satisfied that they give a true and fair view; such intemal
control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement. whether
due to fraud oreror; assessing the Group and Parent Company's
ability to continue as a going concem, disclosing, as applicable. matters
related to going concem; and usingthe goingconcem basis of
accounting unless they eitherintend to liguidate the Group orthe
Parent Company orta cease aperations, arhave no realistic aitematve
butio do so.

Auditor's responsibilities

Our objectives are to obtain reasonable assurance about whetherthe
financal statements as a whole are free from material misstatement,
whetherdue 1o fraud orerror, and to issue ouropinion in an auditors
repart. Reasonable assurance is a high level of assurance but doas not
guarantee thatan audit conducted in accordance with 1ISAs (UK will
aways detect a material misstatement when it exists. Misstatements
can arnse from fraud, otheriregularities oreror and are considered
matenalif. individuaily orin aggregate, they could reasonably be
expected o influence the economic decisions of users taken on the
basis of the financial staterments.

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

kPG

11 The purpose of our audit work and to
whom we owe our responsibilifies

This report is made solely to the Company's members, as a body, in
accordance with Chapter3 of Part 16 ofthe Companies Act 2008 and
the tarms of ourengagementby the Company. Qurauditwork fas
been undertaken so that we might state to the Company's members
those matters we are required to state to themin an auditor's report.
and the further matters we are required to state (0 them in accordance
with the terms agreed with the Company, and forno other purpose. To
the fullest extent permitied by law, we do not accept orassume
responsibility to anyone otherthanthe Company and the Company's
members. as a body, forour audit work. forthis report, orfor the
opinions we have farmed

Robert Brent (Senior Statutory Auditor)
forand on behalf of KPMG LLP, Statufory Auditor
Chartered Accountants

15 Canada Sguare.
London, E145GL

9 March 2022
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Consolidated income statement

For the year ended 31 Decernber 2027 nictes 2022111 2%2;1)
Continuing operations:
Revenue 2.2 3,182.5 3,324.8
Cost of sales {2,506.7) (2,640.6)
Gross profit 675.8 684.2
Administrative expenses 2.3.24.28 (762.4) {716.2)
QOperating loss 23,2428 (86.6) (32.0)
Share of results in associates and investment gains (0.6} 0.8
Net finance expense 4.3 {46.9} (49.8)
Gain on business dispasal 2.8 419.7 31.4
Profit/(loss) before tax 2.4 28586 (49.4)
Income tax {charge)/credit 28 {61.5) 47.6
Protit/(loss) for the year from continuing operations 2241 (1.8)
Discontinued operations:
Profit for the year 2.8 3.1 20.8
Total profit for the year 227.2 19.0
Attributable to:
Owners of the Company 224.7 14.0
MNon-controlling interests 4.7 2.5 5.0
227.2 19.0
Earnings/(loss) per share 2.7
Continuing' - basic 13.33 p (0.41)p
- difuted 1318 p {0.41)p
Total cperations: - basic 13.52 p 0.85p
- diluted 13.33 p 0.85p
Adjusted operating profit 2.4 1390 511
Adjusted profit before tax 2.4 93.5 5.4
Adjusted earnings per share 2.7 161 p 2.41 pl
Adjusted and diluted earnings per share 2.7 1.59 p 2.41 p
Consolidated statement of comprehensive income
2021 2020
For the year ended 31 Decemnber 2021 Notes £m £m
Tatal prafit for the year 227.2 18.0
Other comprehensive expense
ltems that will not be reclassified subsequently to the income statement
Actuarial gain/(loss) on defined benefit pension schemes 5.2 109.4 (32.1)
Tax effect on defined benefit pension schemes 2.6 {18.1) 10.9
Gain/{loss) an fair value of invesiments 0.1 {an
Items that will or may be reclassified subsequently to the income statement
Exchange differences on transiation of foreign aperations 3.0 {9.0)
Exchange differences realised on business disposals {2.8) -
Gainf(loss) on cash flow hedges 4.2.4 1.3 {1.6)
Cash flow hedges recycled to the income statement 4.2.4 a.6 {4.5)
Tax effect on cash fiow hedges 2.6 2.2 1.1
Other comprehensive income/(expense) for the year net of tax 95,7 (35.9)
Total comprehensive income/(expense) for the year net of tax 3229 (16.9
Attributable to:
Owners of the Company 320.5 (21.9)
Nan-controlling interests 4.7 2.4 5.0
322.9 {16.9)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated balance sheet
At 31 December 2021

2021 2020
Naoles £m £m
Non-current assets
Properly. plant and equipment 3.2 129.0 157.2
Intangible assets 3.3 147.3 265.0
Goodwill 3.4 951.7 1,120.5
Right-of-use assets 3.5 287.9 3421
Investments in associates and joint ventures 0.7 5.1
Contract fulfilment assets 3.1.3 286.7 294.8
Financial assets 4.5 107.2 117.0
Deferred tax assets 2.6 176.0 2428
Employea benefits 5.2 13.3 31
Trade and other receivables 311 15.7 22.1
2,115.5 2,5669.7
Current assets
Financial assets 4.5 17.5 3z
Disposal group assets held-tor-sale 2.8 138.8 114.6
Trade and other receivables 3.1.1 5471 551.0
Cash 4.5.4 3176 460.9
income tax receivable 5.9 2.9
1,026.9 1,181.5
Total assels 3,1424 37312
Current liabilities
Trade and other payables 3.1.2 542.2 635.0
Deferred income 669.8 822.2
Qverdrafts 4.5.4 231.9 332.7
Lease liabilities 4.4.4.5 61.6 77.5
Disposal group liahilities hald-for-sale 2.8 81.1 53.9
Finance labilities 4.5 286.3 347.8
Provisions 3.6 126.6 107.0
1,999.5 2.376.1
Non-current liabilities
Trade and other payablas 3.1.2 154 23.8
Deferred income 1249 153.0
Lease liahilities 4,445 386.8 426.0
Financial liabilities 4.5 291.9 554.3
Deferred tax liabilities 2.6 59 6.7
Provisions 3.6 14.0 17.4
Employee benefits 5.2 7.8 256.2
846.4 1,436.2
Total liabilities 2,8459 3,812.3
Net assets/(liabilities) 296.5 {81.1)
Capital and reserves
Share capital 4.6 34.8 34.5
Share premium 4.6 1,145.5 1,143.3
Employes benefit trust and treasury shares 4.6 8.0 (11.2)
Capital redemption reserve 1.8 1.8
Cther reserves {9.0) (13.4)
Retained deficit (890.6) {1.289.5)
Equity/(deficit) attributable to owners of the Company 274.5 (134.5}
Non-controlling interests 4.7 22.0 53.4
Total equity/{deficit) 296.5 (81.1)

The accompanying notes are an integral part of thaese consalidated financial statements,
These consolidated financial statements were approved by the Board of directors on 9 March 2022 and signed on its behalf by;

Jon Lewis Tim Weller
Coel e Cnt Firaniind e o Company registered number: 02081330
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Consoclidated statement of changes in equity
For the year ended 31 December 2021

Employee Total
benafit aftrniputable
trust and Capial to the Non- Total
Share Shate troasury redempiion Retained Other owners af - contioling {deficityi
capital premium shares regsenve deficit reserves  the parent interests equity
£m £m £m £m £m £m £rn £m £rn
At 1 January 2020 345 1.143.3 {11.2) 1.8 (1.295.8) 0.6  (126.8) 62.8 (64.0)
Profit for the year — o — — 14.0 -_— 14.0 50 19.0
Other comprehensive expanse —_ —— —_ —_ 21.9) (140 (35.9) o {365.9)
Total comprehensive (expense)/income for the
year —_ — — — (7.9) {140y (21.9) 5.0 (16.9)
Share-based payment net of tax effects (note 2.6;
note 5.1} — — — — 5.2 — 5.2 —_ 5.2
Dividends paid’ — — — — — — —  (144) (144
Movement in put-options held by non-cantralling
interasts — — — — 4.0 — 8.0 — 8.0
At 1 danuary 2021 345 1,1433 {11.2) 1.8 {1,289.5) {(13.4) (134.5) 53.4 {81.1)
Profit for the year — — — - 2247 — 2247 25 2272
Cther comprehensive income/(expense) — —_— — — 914 4.4 95,8 {0.1) 95.7
Total comprehensive (expense)/income for the
year — — - — 3164 4.4 320.5 2.4 3229
Share-based payment net of tax effects (note 2.6;
note 5.1) — —_ -_— — 1.6 — 1.6 — 1.5
Reclassification -— — -_— -~ (6.4) _ {6.4) 6.4 —
Elimination of non-controlling interest at disposal
(note 2.8.1} — e — - - — _ {3.4) {3.9)
Exercise of share options under employee long
tarm incentive plans (note 4.6; note 5.1) -—_ — 3.5 — (3.5) — —_ - —_
Shares issued (note 4.6) 0.3 —_ (0.3) - — - —_ e —_
VAT refund an rights issue issuance costs
{note 4.6} —_ 22 —_ - — — 22 — 2.2
Dividends paig' — — —_ - — - —  {36.8) (36.8)
Movement in put-options held by non-controlling
nterests® - — — -— 91.1 -—_ 91.1 —_ a1.1
At 31 December 2021 348 1,455 {8.0) 1.8 (890.6) {9.0) 2745 22.0 2965

. Of the duadends La nan-cantrofing ntsrasts totaling £36.8m (2020, £14.4m), the majonty wera from AXELDS Limited (2021, £36.6m, 2020 £14.1m} who paid £1€.7m (2020° £14,1m} in
cash wilh the remander settied by the purchaser when AXELOS Limited was sold (see note 2.8). Na dividends were declared, paid ar praposed in 2021 or 2020 on the Parent Compary's
ordinary shares.

2. The oplion to acquire the non-controfing Interest in AXELOS Limited expired without being exercised an 28 Feliruary 2021. and the related habilty of EDB.5m was de-recogiised, See
nate 4.5 for furthar details.

Share capital - The balance classified as share capital is the nominal proceeds on issue of the Parent Company’s equity share capital,

comprising 2 1/15p ordinary shares,

Share premium — The amount paid to the Parent Company by shareholders, in cash ar other consideration, over and above the nominal value
of shares issued to them less issuance casts.

Employee benetit trust and treasury shares ~ Sharas that have baen bought back by the Parent Company which are available for retirement
or resale: shares held in the employee benefit trust have no voting rights and no entitlemeant to a dividend.

Capital redemption reserve — The Parent Company can redeem shares by repaying the market value to the sharehiolder, whereupan the
shares are cancelled. Redemgtion must be from distributable profits. The Cabital redemption reserve represents the nominal value of the
shares redeemed,

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

Other reserves — This consists of the foreign currency translation reserve deficit of £8.3m (2020: £8.6m deficit) and the cash flow hedging
reserve deficit of £0.7m (2020: £4.8m deficit).

Non-controlling interests (NCl) — This represents the equity in subsidiaries thal is not attriputable directly or indirectly lo the Parent Company.

The accompanying notes are an integrai part of these consolidated financial stalements.
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Consclidated cash flow statement
FFor the year ended 31 December 2021

2021

2020

Notes £m £m
Cash generated from ogerations 2.10 (121.3) 434.2
Cash generated from discontinued operations — 18.6
Income tax paid (17.7} (8.8)
Net interest paid {40.1) (47.7)
Net cash (outflow)/inilow from operating activities {179.1) 396.3
Cash flows from investing activities
Purchase of property. plant and equipment 3.2 (25.6) (40.8)
Purchase of intangible assets 3.3 (32.5) (46.6)
Proceeds from sale of property, plant and equipment/intangible assets 2.3.32,33 0.1 13.5
Additicns to investments in associates — {0.8)
Additions to investments held at fair value through profit and toss {0.1) {0.3)
Capital repayment from investments at fair value through ather comprehensive income 0.3 —_
Praceeds from sale of invesiments held at fair value through profit and loss e 3.9
Contingent consideration paid — (4.9)
Subsidiary partnership payment {4.7) (8.4}
Capital element of lease rental receipts 0.5 2.8
Net proceeds on disposal of subsidiary undertakings 2.8 483.1 51.3
Cash disposed of with subsidiary undertakings 2.8 (25.9) (3.2)
Net cash inflow/{outflow) from investing activities 395.2 (34.3)
Cash flows from financing activities
Dividends paid to non-controlling interests (10.8) (14.4)
Capital element of lease rental payments 2.10.3 {82.6) (98.0)
Proceeds from issue of share capital (net of issuance costs) 2.2 —_—
Repayment of private placement loan notes 2103 (232.3) (242.9)
Proceeds from credit facilities 2.10.3 46.0 e
Praceeds from cross-currency interest rate swaps 2103 19.7 24.5
Debt financing arrangement costs paid 2.10.3 {1.9) {0.5)
Net cash outflow from financing activities (259.7) {331.3)
{Decrease)/increase in cash and cash equivalents (43.6) 30.7
Cash and cash equivalents at the beginning of the period 1414 119.3
Effect of exchange rates on cash and cash equivalents 4.0 (8.9)
Cash and cash equivalents at 31 December 101.5 1411
Cash and cash equivalents comprise:
Cash 454 317.6 460.9
Overdrafts 454 {231.9) (332.7)
Cash, net of overdrafts, included in disposal group assets and liabilities held-for-sale 28 15.8 12.9

|

Total 101.5 141.1
Adjusted cash generated from operations 2.10 185.4 295.2
Adjusted free cash flows 2.10 781 170.3

The accompanying notes are an integral part of these censolidated financial statements,
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Section 1: Basis of preparation

This section sets out the Group’s accounting policies relating to these consolidated financial stalements as a whole. Where an accounting
policy is specific to one note, the policy is descriped in the note ta which it refates.

In this section you will also find details of new accounting standards, amendments and interpretations including their effective dates and
explanation on the expected impact to the financial position and performance of the Graup.

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

@ Denotes accounting policies

These financial statements consolidate those of Capita ple {the Company or the Parent Company) and alil of its subsidiaries (the Group).
Capita plc is a public limited company incorporated n England and Wales whose shares are publicly traded. The principal activities of the
Group are given in the strategic report on pages 16 ta 25.

These consolidated financial statements of Capita ple for the year ended 31 December 2021 were authorised for issue in accordance with a
rescfution of the directors on 9 March 2022,

These consolidated financial slatements are presented in Bntish pounds sterling and all values are rounded to the nearast tenth of a million
(£rm) except where otherwise indicated.

Statement of compliance

These consolidated financial statements have been prepared in accordance with intemational accounting standards in conformity with the
requirements of the Companies Act 2006 and with UK-adopted International Financial Reporting Standards (IFRSs) and the Disclosure and
Transparency Rules of the UK's Financial Conduct Authority.

Basis of cansolidation

These consolidated financial statements comprise the financial statements of the Group at 31 December each year. Subsidiaries are
consoidated from the date on which control is transferrad to the Group until controf is transferred out of the Group. Wheare there is a loss of
control of & subsidiary, these consolidated financial statements include the results for that part of the reporting year during which Capita plc had
control and the profit or loss on disposat is calcuiated as the difference between the fair value of the consideration received and the carrying
amount of the net assets (including goodwill) disposed of. Losses appficatie to the non-controfling interests in subsidiaries are attributed to the
non-controiling interests even if that results in the non-controlling interests having a deficii balance.

Investments in associates are accounted for using the equity method. Under the equity method, the investment in the entity is stated as a cne
line item at cost plus the investar's share of retained post-acquisition profits or losses and other changes in net assets kess any impairment.

Going concern

In determining the appropriate basis of preparation of the financial statements for the year ended 31 December 2021, the Board is required to
consider whether the Group and Parent Company can continug in operational existence for the foreseeable future. The Board has concluded
that it is appropriate to adopt the going concern basis, having undertaken a rigoraus assessment of the financial forecasts, kay uncerainties
and sensitivities, as set out below.

Accounting standards require that 'the fareseeable future’ for going concern assessment covers a period of at teast twelve months from the
date of approval of these financial statements, although those standards do not specify how far beyond twelve months a Board should
consider. In its going toncem assessment, the Board has considered the pericd from the date of approval of these financial statements to

31 August 2023, which is just less than eighteen manthis from the date of approval of these financial statements ('the going concern period'j
and which aligns with the expiry of the revolving credit facifity (RCF). The Board has also congidersd any material committed outflows beyond
thia period in forming their assessmant, including the extension of the RCF which is a key consideration as set cut below.

The base casg financial forecasts used in the going concem assessment are derived tfrom the 2022-2023 business plans as approved by the
Board in February 2022.

The going concern assessment considers the Group's sources and uses of fiquidity and covenant compiiance throughout the period under
review. The valua of the Group's existing committed RCF was £385.7m at 31 December 2021 and it expires on 31 August 2022, In June 2021
the Group entered into a second RCF of £300m covering the period from 31 August 2022 to 31 August 2023 with certain lenders party to the
existing RCF. The second RCF will raplace the existing RCF when the latter expires. The two RCFs incorporate provisions such that they will
partially reduce in quantum as a consequence of spacified transactions, and subsequent ta the year end, the first RCF reduced ta £377.5m
following the receipt of disposal proceeds. In March 2022, the Group executed with one of ils relationship banks a committed backstop bridge
facility. The facility pravides £70m ot additional iquidity and it incorparates provisions such that it will be cancelled or will partially reduce in
quantum as a consequence of apecified transactions. inciuding completion of the disposal of Trustmargue announced on 28 January 2022. The
committed facility has an expiry date of 31 August 2023 with an option, by the lender. for a further one year extension. The facility 1s subjact to
covenams. which are the same as the RGF.

Financial position at 31 December 2621

The Group had net debt of £679.8m at 31 December 2021 (2020: £1,077.1m) and adjusted net debt of £502.0m (2020: £616.4m). Adjustad
EBITDA was £295.1m for the year ended 31 December 2021 {2020: £228.4m). The Group was in compliance with all debt covenants at

31 December 2021 {see note 8.2). The Group had Hquidity of £382.4m at 31 December 2021 as detailed further in the Chief Financial Officar's
review in the strategic report.

Board assessment

Base case scenario

Under the base case scenario, completion of the Group's transformation proegramme has simpiified and strengthened the business and
tacilitates furtner efficiency savings enabling sustainable growth in revenue, prafit and cash flow aver the medium term, This enabiles the
generation of positive free cash flows, and when combined with available cammitied facilities allows the Group to manage scheduled debt
repayments. The base case financial farecasts demonstrate liquidity headroom and compliance with all covenant measures throughout the
gaing concern period ta 31 August 2023.



Notes to the
consolidated
finzncial atateme:nts

Section 1: Basis of preparation continued

As previously announced, the Board's plan is to establish an optimal capital structure to support the execution of the Group's strategy and to
dispose of businesses that do not align with that strategy. The disposal pregramme requires agreement from third parties, and major disposals
may be subject to shareholder and lendar approval. Such agreements and approvals, and also any refinancing, ars outside the direct control of
the Company and as such, the inclusion of the effect of any potential future disposals or uncommitted financing in the Group’s projections is
inappropriate for going concern assessment purpases in accordance with 1AS 1 Prasantation of Financial Statements.

The base case projections used for going concern assessment purposes reflect business disposals completed up to the date of approval of
these financial slatemenis but do not reflect the benefit of any further disposals that are in the pipeline. The liquidity headroom assessment in
the base case projections reflects the Group's existing committed financing facilities and debt redemptions and does not reflect any potential
future refinancing,

The base case assumes an improved financial position for the Gruup as a result of the realisation of the benefits from completion of the
transformation plan. The key sensitivity to the base case is the execution associated with delivering revenue growth.

Severe but plausible downside

In considering severe but plausible downside scenarios, the Board has taken account of trading downside risks, which assume the Group is not
successful in delivering the anticipated levels of revenue growth and sustainable free cash flows. The downside scenario used for the going
concern assessment also includes potential adverse financial impacts due to additional inflatianary pressure which cannot be passed on to
customers, not achieving targeted margins on new or major contracts. unforesean operaticnal issues leading to contract losses and cash
outifows, and unexpected potential financial penallies and iosses finked ta incidents such as data breaches and/or cyber-attacks.

Absent any mitigating actions, liquidity headrocm shown in the Group’s financial forecasts under this severe but plausible downside scenario
over the going concern period reduces substantially such that there is a risk of insufficient liquidity.

There are mitigations, under the direct control of the Group, that could be implemented to address any immediate shortfalls. These include
reductions in variable pay rises, setting aside any bonus payments and limiting discretionary spend. While these are available as possible
short-term mitigations and would be actioned if required to ensure sufficient liquidity, the Board is mindful that such restrictions may be
detrimental to the langer-term success of the Group. In addition, such actions would not necessarily address potential liquidity requirements
bayaond the going concern period should all the downside risks materialise. As noted earlier. a key consideration for the Board is the expiry of
the RCF on 31 August 2023, immediately following the going concern petiod.

The principal mitigation te the possibility of insufficient liquidity is the continuation of the Board approved disposal programme which covers
businesses that do not align with the Group’s longer-tarm strategy. The Group has a strong track record of executing major disposals. In 2021,
the Board targeted to achieve £700m of disposal proceeds by 30 June 2022 and will exceed this target on the completion of the announced
disposal of Trustmarque and Speciality Insurance businesses. The disposal programme continues, with further disposal processes 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 scenario by
seeking further sources of financing beyond its existing committed funding facilities. The Board has been successful in obtaining new and
extended financing facilities in recent years and an immediate mitigating action includes the extension of the current RCF which currently
expires on 31 August 2023,

Material uncertainties

The Board recognises that the dispesal programme requires agreement from third parties and that major disposals may be subject to
shareholder and, potentially, iender approval. Simitarly, any naw refinancing, including the extension of the RCF. requires agreement with
lenders. Such agreements and approvals are outside the direct control of the Company. 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 conirot of the
Group, this gives rise to material uncerlainties, as defined in accounting standards, relating to events and circumstances which may cast
significant doubt about the Group’s ability to continue as a going concern and to realise its assets and discharge its liabilities in the normal
course of business.

Adoption of going concern basis

Reflecting the Board’s confidence in the benefits expected from the completion of the transformation programme and execution of the approved
disposal programme coupled with the potential to obtain further financing beyond its existing committed funding facilities, the Group continues
to adopt the going congern basis in preparing these financial statements. The Board has concluded that the Group and Parent Company will be
able to continue in aperation and meet thair liabilities as they fall due over the period to 31 August 2023. Consequently, these financial

statements do nat include any adjustments that would be required if the going concern basis of preparation were to be inappropriate.

Fareign currency translation

The functional and presentation currency of Capita ple and its United Kingdem (UK) subsidiaries is the British pound stetling (£). Transactions
in foreign currencies are initially recorded at the functional currency exchange rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in fareign currencies are retranslated at the functional currency exchange rate ruling at the balance sheet date. All
differences are taken to the consolidated income statement with the exception of differences on fareign currency borrowings that provide a
hedge against a net investment in a foreign operation. These are taken directly to equity until the disposal of the net investment, at which time
they are recognised in the consolidated income statament.

Tax charges and credils attributable to exchange differences cn those borrowings are also taken directly to equity. Non-monetary items that are
measured at historical cost in a foreign currency are translated using the exchange rate at the date of initial transaction. Non-monetary items
maasurad at fair value in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

The functional currencies of overseas operations include the euro, Indian rupee. South African rand, and the US daollar. At the reporting date,
the assets and liabilities of the overseas operations are refranslated into the presentation currency of Capita ple at the exchange rate ruling at
the balance sheet date and their income statements are translated at the weighted average exchange rate for the year.

The exchange differences arising on the retranslation are taken directly to a separate component of equity. On disposal of a foreign operation,
the defarred cumulative foreign currency translation difference recognised in equity relating 1o that particular foreign operation is recognised in
the consolidated income statement.
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Section 1: Basis of preparation continued

Recoverable amount of non-current assets

At each reporting date, the Group assesses whether there is any indication that a non-current asset may be impaired. Where an indicator of
impairment exists, the Group makes a formal estimate of the asset’s recaverable amount, Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is written down to its récoverable amount. The recaverable amount is the higher of
an asset's, or cash-generating unit's, fair value less costs to sell and its value in use, and Is determined for an individual asset, unless the asset
does not generate cash intlows that are fargely independent of those fram other assets or groups of assets.

Significant accounting judgements, estimates and assumptions

The preparation of financial statements in accordance with genarally accepted accounting principles requires the directors to make judgements
and assumptions that affect the reportad amounts of assets and liabilities and disclosure of contingencies at the date of the financial statements
and the reported income and expense during the presented periods. Although these judgements and assumptions are based on the directors’
best knowladge of the amount, events of actions, actual results may differ.

The patential impact of Covid-19 on the Group has been considered in the preparation of these consolidaled financial statements, mcluding
management’s evaluation of critical accounting estimates and judgements. The impact on the Group has varied by business.

Covid-19 has introduced unprecedentad economic uncertainties and has led to increased judgement particularly in farecasting future financial
performance. There have also been direct impacts on revenue and costs arising from: new contracts helping custorners respond 1o the
pandernic: costs of setling up colleagues to work remotely; and, utilisation of the Government's Caronavirus dob Retention Scheme. The Board
has not reported these items separately, but where there is an impact this is captured in the divisional perfarmance reviews.

The Board has continued with a policy 1o separately identify items such as restructuring. where the plans were advanced and adapted in
response to Covid-19 and these are set aut in note 2.4. The Board has also considered the impact on the provisions recorded at 31 December
2021, with no significant adjustments recorded, and the valuation of the defined benefit pensicn scheme.

As described in note 2.1, given the leve! of judgement and estimation invelved in assessing tha future profitability of contracts, it is reasonably
passible that outcomes within the next financial year may be difterent from managsmant's assumptions and could require a matarial adjustment
to the carrying amounts of contract assets and, customer and onerous contract provisions.

In determining the Group's recaognition of deferred tax (note 2.6.2), management assess the tax expected to be payable or recoverable on
ditferences between the carrying amounts of assets and liahilities in the consolidated financial statements and the corrasponding tax bases
used in the computation of taxable profit. Deferred tax assets are recognised (o the extent that taxable temporary differences exist. and it is
considerad probable that future 1axable profits will be available against which the asgets can be utilisad before their expiry. The availability of
future profits must be assessed against forecasts and ather supporting evidence. This detarmination of future forecasts is based on
management’s judgement. It requires judgement regarding whether future profit forecasts are considered 'more likely than not’ as supporting
evidence for deferred tax asset recognition. The new corporate structure has simphfied tha internal reponting and. together with the
advancement of the Board approved disposal programme, has provided increased clarity over the composition of future forecasts of taxable
profits. Accordingly, management have applied a methodology based on a probability weighted assessment of the available future profits to
determine the deferred tax assel to recognisa. In prior years, preceding the tiew simplified corparate structurs, a shorter farecast timeframe far
unwind of assets, with no probability weighting, was considered more appropriate. The modification in methodology has been reflected as a
change in estimation in accordance with |AS 8, with the adjustment (£84.2m) 1o the carrying value of the deferred tax asset recorded as a
current year charge in 2021,

The impagt of climate change has been considered in the preparation of these financial statements across a number of areas. including our
evatuation of the critical accounting estimates and judgements which are detailed below, consistent with the risks and opporiunities set out in
the strategic report on pages 50 to 52. None of these rigks had a material effect on the eritical accounting estimates or an the consalidated
financial statements of the Groun. The Group wilt continue daveloping its assessment of the impact that climate change may have on the
assets and labilities recognised and presented in its financial statements.

The key sources of uncertainty that have a significant risk of causing material adjustments to the carrying amounts of assets and liabilities
within the next financial year are summarised below and set out in more detail in the related note:
+ Contract accounting {note 2.1)
— Impairment of contract fulfilment assets
— Customer and onerous contract provisions
= Impairment of goodwill {note 3.4)
+ Measurement of defined benefit obligations (nota 5.2}
The key areas where significant accounting judgements have been made are summarised below and set cut in more detail in the related note:
« Capitalisation of contract fulflment assets (note 3.1}
«Measurement of goodwill {(note 3.4)
« Measurement of provisions (note 3.6) and coniingent tiabilities (note 6.2)
For ease of reference, this symbol has been used to denote significant accounting judgements and estimates where they occur within the note:

@ Denotes significant accounting judgements, estimates and assumptions
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Section 1: Basis of preparaiion continued

New standards and interpretations adopted
The accounting policies adopted are consistent with those of the previous financial year. |In addition, the Group has adopted the new
amendments to standards detailed below but they do not have a material effect on the Group's consolidated financial statements.

New amendments or interpretation Effective date

Interast Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7. IFRS 4 and IFRS 16) 1 January 2021

The Group has initially adopted Interast Rate Benchmark Reform — Phase 2 (Amendments to IFRS 9, IAS 38.IFRS 7, IFRS 4 and IFRS 16)
from 1 January 2021. The Group applied the Phase 2 amendments retrospectively. However, in accordance with the exceptions permitted in
the Phase 2 amendments, the Group has elected not to restate comparatives for the prior periods io reflect Lhe application of these
amandments. Since the Group had no transactians for which the benchmark rate had been replaced with an alternative benchmark rate as at
31 December 2020, there is no impact on opening equity balances as a result of retrospective application.

Specific policies applicable from 1 January 2021 for interest rate benchmark reform

The Phase 2 amendments provide practical reliet from certain requirements in IFRS Standards. These reliefs relate to modifications of financial
instruments and lease contracts or hedging relationships triggerad by a replacement of a benchmark interest rate in & contract with a new
alternative benchmark rate.

If the basis for determining the contractual cash flows of a financial asset or financial liability measured at amortised cost changed as a resull of

interest rate benchmark reform, then the Group updated the effeclive interest rate of the financial asset or financial liability to reflect the change

that is required by the reform. A change in the basis for determining the contractual cash flows is requirad by Interest rate benchmark reform if

the following conditions are met:

» the change is necessary as a direct consequence of the refarm; and

= the new basis for determining the contractual cash flows is economically equivalent to the previcus basis — ie the basis immediately before
the change.

When changes were made to a financial asset or financial liability in addition to changes to the basis for determining the centractual cash flows
required by interest rate benchmark reform, the Group first updated the effective interest rate of the financial asset or financial liability to reflect
the change that is required by interest rate benchmark reform. After that. the Group applied the pelicies on accounting for modifications to the
additional changes.

The amendments also provide an exception to use a revised discount rate that reflects the change in interest rate when remeasuring a lease
liability because of a lease modification that is required by interest rate benchmark reform.

Finally, the Phase 2 amendments provide a series of temporary exceptions from certain hedge accounting requiremants when a change
requirec by interest rate benchmark reform occurs to a hedged item and/or hedging instrument that permits the hedging relationship to be
continued without interruption. The Group applied the relief by amending the designation of a hedging relationship to reflect changes that were
required by the reform without discontinuing the hedging relationship.

The details of the accounting policies are disclosed in nale 4.5. Also see Section 4 for related disclosures about risks, financial assets and
financial liabilities indexed to LIBOR and hedge accounting.

New standards and interpretations not yet adopted

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

International Accounting Standards (1AS/IFRS) Effactive date
Onerous Contracts -~ Cost of Fulfilling a Contract (Amendments to [AS 37) 1 January 2022
Annual Improvements to IFRS Standards 2018-2020 1 January 2022
Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16) 1 danuary 2022
Reference to the Conceptual Framework (Amandmants to IFRS 3) 1 January 2022
Classification of Liabilities as Cusrent or Non-current (Amendments to AS 1) 1 January 2023
IFBS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts 1 Januvary 2023
Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Siatement 2) 1 January 2023
Definition of Accounting Estimates {Amendments to 1AS B) 1 January 2023
Defarred Tax related to Assels and Liabilities arising from a Single Transaction (Amendments to 1AS 12) 1 January 2023

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

The amendments specify which costs an entity includes in determining the cest of fulfilling a contract for the purpase of assessing whether the
contract is cnerous. The amendments appty for annual reperting periods beginning on or after 1 January 2022 to contracts existing at the date
when the amendments are first applied. At the date of initiat application, the cumulative effect of applying the amendments is recognised as an
opening balance adjustment to retained earnings or ather components of equity. as appropriate. The comparatives are not restated.

The Group is in the advanced stages of the assessment of the amended standard and based on its current assessment, it is expected 10 result
in an increase of ¢.£16m to the Group’s onercus contract provisions and ¢.£3m impairment of contract relaled assets,

All other standards, amendments and interpretations that have been issued by the IASB but not yet effective were not applicable or not materiat
to the Group.
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Section 2: Hesults for the year

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

2.1 Contract accounting

2.2 Revenu¢ including segmental revenue

2.3  Operating profit

2.4 Adjusted operating profit and adjusted profit before tax

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

2.8 Business exits and assets held-for-sale

2.9 Discontinued operations
2.10 Cash flow information

@ Denates accounting palicies

@ Denoles significant accounting judgements, estimates and assumptions

Key highlights

Reported revenue

£3,182.5m

(2020: £3.324.8m)

Reported profit before tax

£285.6m

(2020 lpss £(49.4m)

Adjusted revenue'
£3,008.5m
(2020: £2.895.5m)

Adjusted profit before tax'
Aim: achieve fong-term grawth in profit

£93.5m

(2020: profit £5.4m)

Reported free cash flow

£(237.1)m

(2020 £303.8m)

Reported earnings per share
(EPS) — continuing operations

13.33p

(2020: (0.41)p)

Adjusted free cash flow’
Ajm: Achieve sustainable, long-term
free cash flow growth

£78.1m

Adjusted earnings per share (EPS)'
Aim: achieve long-term growth in EPS

1.61p

(2020: 2.41p)

1 Definiions of the alleinative peHarmance measures and related KPIs can be found in scction 8.2,
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Section 2: Results for the year continued

In 2021 the Group's adjusted revenue’ marginally increased year on year. Adjusted profit before tax! significantly improved year on year from
the delivery of cost savings. The higher level of profit was more than offset by a cash outflow from movements in warking capital and a
reduction in capital expenditure, resulting in adjusted free cash inflow’ of £78.1m {2020: £170.3m inflow).

The Group had additional cash inflow of £315.2m (2020: £133.5m inflow), primarily arising on the disposal of the ESS and AXELOS businesses
in the year, ofiset by outflows arising from VAT repayments under the Gavernments VAT deterral scheme of £104.1m (2020 inflow £118.8m).
restructuring of £68.6m (2020: £64.1m) and pension deficit payments of £155.5m (2020: £29.5m. This resultad in headline net debt decreasing
to £879.8m (2020: £1,077.1m).

Revenue

Adjusted revenue’ increased by 0.4% year-on-year. For additional information, which does not form part of these consolidated financial
statements, the Chief Financial Officer's review in the stratcgic reporl includes @ bridge ot drivers of the movement.

The adjusted revenue increased as a result of the following:
. Contract losses halving year-on-year reflecting sustained focus on retention and service delivary:

. Onguoing contract scope and volume reduction reflecting pandemic related work in 2020 and projects in Capita Experience which did not
repeat in 2021:

. Transactional revenue growth mainly driven by Capita Public Service and to a lesser extent Gapita Fortfolio;

. the berefit of a number of notable contract wins including the commencement of the Royal Navy training contract and the Job Entry
Targated Support (JETS) contract which commenced in February cembined with the annualised impact of the Defence Fire and Rescue
Project (DFRP) contract in Capita Public Service and smaller wins within Capita Experience; and

. In 2021, one-off benetits similar to 2020, of £34.2m. related to the release of deferred income and compensation arising on earlier than
planned contract terminations and modifications.

The difference of £174.0m between adjusted revenue of £3,008.5m and reported revenue of £3,182.5m is related to business exits in the year
(refer to note 2.8).

Profit before tax

Adjusted profit before tax! increased by 1,631,5% year-on-year. For additional information, which does not form part of these consolidated
financial statements, the Chief Financial Officer’s review in the strategic report includes a bridge of drivers of the movemant.

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

+  to ensure a like-with-like starting paint, the 2020 one-offs, which included contract asset impairments and cantract provisions, are adjusted
for;

+  the margin effect of contract losses, scope and voluma, transactional changes and contract wins were a net £26.9m negative, with new
wins not yet offsetting the impact of contract losses and scope and volume reductions:

. unplanned contractual one-offs in 2021, including the release of deferred income and write-off of contract assets arising from contract
terminations, settlements and modifications, and provisions recognised on onerous contracts. These resulted in net gains of £7.5m in
Public Service and £4.7m in Experience which have not been excluded from adjusted results as they are considered to be in the normal
course of business.

+  the transfermation programme continuad to deliver substantial savings in 2021 with & £123.3m year-on-year benefit;

. other cast movements grimarily from general inflation; and

+  the year-on-year impact of the reinstatement of the employee bonus scheme this year with £31.2m expensed in 2021 including £17.3m
accrued at 31 December 2021 compared with the release of the 2019's £16.5m accrual in the first half of 2020, was partially off-set by a
reduction in holiday pay accrual.

Adjusted profit before 1ax' excludes a number of specific items so users of these consolidated financial statements can more clearly understand

the financial periormance of the Group. Reported profit before tax was £285.6m {2020: loss £49.4m), A reconciliation of the adjusted profit

before tax' to reparted loss before tax is detaited in note 2.4.

Reported cperating loss for the year was £86.6m {2020: loss £32.0m). Details of iterns charged/credited in arriving at the operating loss can be
found in note 2.3,

Taxation

The income tax charge of £64.8m on adjusted profit before tax' of £93.5m (2020: credit of £25.3m on adjusted profit before tax of £5.4mj differs
from the notional tax charge at the UK corporation tax rate of 19%. mainly due to the impact of the anticipated tax rate change on deferred tax
assets, and adjustmants in the carrying value of recognised deferred tax assets.

Earnings per share (EPS)
The movamant in reported basic earmings per share and adjusted basic eamings per share’ for continuing operations was as a result of the
performance explained abova.

Dividend
The Beard is not recommending the payment of a final dividend (2020: £nif). However, the Board recognises the importance of regular dividend

payments to investors in forming part of their total shareholder return and will consider the payment of dividends when the Group is generating
sufficient sustainable free cash flow.

1. Defintions of the alternative performance measures and related KPIs can be found in saction 8.2,
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Section 2: Results for the year continued

Adjusted free cash flow'
Adjusted free cash flow' was lower in 2021 due to the improvement in adjusted operating profit' being offset by warking capital cutflows.

Adjusted operating profit to adjusted free cash flow’ 2%21 20{2@
m m

Adjusted operating profit’ 139.1 51.1
Add: depreciatiorvamortisation and impairment property. plant and equipment and intangible assets 156.0 177.3
Adjusted EBITDA 295.1 228.4
Working capital {123.5) 34.3
Other 138 32.5
Adjusted cash generated from operations’ 185.4 295.2
Net capital expenditure {51.3) {68.3)
Interest / tax paid {56.0) (56.6)
Adjusted free cash flow’ 7841 170.3

Adjusted cash generated from operations®. which decreased to £185.4m (2020: £285.2m), benefited from the improvement in adjusted profit
before tax' explained above, offset by a matenal working capital outflow compared with an inflow in 2020.

The working capital outflow of £123.5m (2020: inflow £34.3m) was dus to:

. A large reduction in trade and other receivables. In 2020, the cash flow benefited from shorter public sector payment ¢ycles as part of the
Covig-19 response and advanced payments from a small number of major clients at 31 December 2020. As expected, 2021 has been
impacted by the unwind of these advanced receipts logether with the natural expansion in working capital as the Group fransitions to
growth. The reductions also highlight the increased volumes in transactional business when compared with 2020 driving a higher level of
trade debtors:

. Aincreased deferred income outflow of £82.8m, largely from unwinding ¢f deferred transformation revenue on a contract with a telecom
customer, and also on full and partial contract terminations in both Capita Public Sendce and Capita Experience. This is offset by
continued transformation spend on DFRP increasing deferred income for thig contract; and

. A caontract fulfilment asset outflow of £40.3m, mostly fram an increase in additions on Capila Public Service contracts, the most significant
being on the TfL Road User & Emissions Charging contract, offset by contract asset impairmanis and darecognitions in Capita
Experience.

Net capital expenditure reduced year-on-year following the 2020 completion of a number of transformation-related projecis.

1 Definbions OF the aliernalive periormance maasures and relatad KP)s can be found in sechion 8.2,
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Section 2: Results for the year continued

2.1 Contract accounting
At 31 December 2021, the Group had the following results and balance sheet items related o long-term contracts:

2021 2020

Motes £m £m

Long-term centractual adjusted revenue 22 2,569 2,178.6
Non-current and current deferred income 794.7 g875.2
Non-current contract fulfilment assets 3.1.3 286.7 2948
Non-current and current onerous contract provision 45.8 16.5

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

contractual), being 72% of Group adjusted revenue in 2021 (2020: 73%).

These long-term contracts can be complex in nature given the breadth of solutions the Group offers and the transformational activities invotved,
Typically, Capita takes a customer's process and transtorms it into a more efficient and effective solution which is then operated for the
customer. The oulcome is a high quality solution that addresses a customer's needs and is delivered consistently over the life of the contract.

The Group recognises revenue on long-term contracts as the value is delivered to the customer, which is generally evenly over the contract
term, regardless of any restructuring and transformation activity. Capita will often incur greater costs during the transformation phase with costs
diminishing over time as the target operating madel is implemented and efficiencies realised. This results in lawer profits or losses in the early
years of contracts and potentially higher profits in later years as the transfermation activities are successiully completed and the targel
operating model fully implemented (the business as usual (BAU) phase). The inflection peint is when the contract becomes profitable.

Contract fulfiiment assets are recognised for those costs qualifying for capitalisation. The utilisation of these assets is recognised over the
contract term, The timing of cash receipts from customers typically matches when the costs are incurred to transtaorm, restructure and run the
service. This results in income being deferred and released as the Group continues to deliver against its obligation to provide services and
solutions 1o its customers.

An exampla. showing the revenue, cost. profit and cash profit of a typical long-term contract lifecycle is as follows:
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depreciation lifetime profit revenue received
and contract
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@ Significant accounting judgements, estimates and assumptions

Due to the size and complexity of some of the Group’s contracts, there are significant judgements 1o be applied, specifically in assessing: (i) the
recoverability of contract fulfilment assets; and (i) the completeness of the customer and onerous contract provisions. These judgements are
dependent on assessing the contract’s future profitability and give rise to a key source of estimation unceriainty. It is possible that outcomes
within the next financial year may be different from management's assumptions and could require a material adjustment to the carrying
amounts of contract assets and onerous contract provisions.

It should be noted that while managemeant must make judgements in relation to applying the revenue recognition policy and recognition of
related balance shest items (trade receivables; deferred income; and accrued iIncome) these are not constdered significant judgements (refer to
note 2.2 for the Group's policies).



Notas to the
consclidated
fitnancial statements

Section 2: Hesuits for the year continued

2.1 Contract accounting continued

Assessing contract protitability

In assessing a cantract's future lifetime profitabitity, management must estimate forecast revenue and costs ta bath transterm and run the
service over the remaining contract term. The ability to accurately lorecast the culcornes mvelves estimales in respect of: Costs 10 be inGurred;
cost savings 1o be achisved: future performance against any contract-specific key performance indicators (KPs) that could trigger variable
consideration or service cradits; and the outcome of any commercial negotiations.

The level of uncartainty in the estimated future profitability of a contract is directly related to the stage of the life-cycle of the contract and the
complexity of the perfarmance abligations. Contracts in the transformation stage and pre-inflection slages are considerad to have a higher level
of uncertainty because of:

= the ability to accurataly estimate the costs to deliver the transfermed process;

« the dependency on the customar to agree to the specifics of the transtormation: for example, where they are invelved in certitying that the
new process or the new technical solution designed by Capita mests their specific requirements; and

+ the assumptions made to forecast expectad savings in the target operating mode!.
Those contracts which are post-inflection and in BAU stage tend to have a much lower level of uncenainty in estimating future profitability.

Recoverability of contract fulfilment assets and completeness of onerous contract provisions

Management first assesses whether the contract assets are impaired and then further considers whether an ongrous contract exists, For haif
and fuli year reporting, the Audit and Risk Commitiee specifically reviews the materiai judgements and estimates. and the overall approach in
respect of the Group's major cantracts, including comparison against previaus farecasts. Major contracts include those that are material in size
or risk to the Group's results. Other contracts are reported to the Audit and Risk Committee as deemed appropriate. Thesa contracts are
collectively referred to as ‘major contracts' in the rermainder of this note.

The major contracts contributed £2.0 billion (2020: £1.5 bifiion) or 68% (2020: 47%) of Group adjusted revenue. Non-current contract fuifilment
assets at 31 December 2021 were £286.7m. of which £184.1m {2020: £152.7m) redates to major contracts with on-going transformational
activities. The remainder relates to contracts past transformation and includes nan-rmajor cantracts.

The major contracts, both pre- and post-transformation, are rated according to their financial risk profile, which is linked to the level of
uncertainty over future assumptions. For those that are in the high and medium rated risk categories the associated non~current contract
fulliiment assets were, In aggregate. £6.6m at 31 December 2021 (2020: £44.5m). The recoverability of these assets 1s dependent on ng
significant adverse change in the key contract assumptions arising in the next financial year. The deferrad income associated with these
contracts was £89.5m at 31 December 2021 (2020: £232.3m) and is farecast to be racognised as performance obligations continue 10 be
delivered aver the life of the respective cantracts. Oneraus contract provisions associated with these contracts were £45.8m at 31 December
2021 {2020: £15.7m).

Following these reviews, and reviews of smaller contracts acress the business, as outiined in note 3.1.3, coniract fuifilment asset impairment of
£7.3m (2026: £17.5m] were identified and recognised within adjusted cost of sales. of which £nil (2620 £2.0mj relate to contract fulfiiment
assets added during the periad, and net oneraus contract provisions of £32.0m (2020 £10.4m) were identified qut of which £3.3m was
recognised within adjusted cost of sales.

Given the guantum of the relevant coniract assets and (iabilities, and the nature of the estimates noted above. management has concluded that
it is reasonably poassible, that cutcomes within the next financial year may be different from management’s current assumptions and couid
require a material adjustiment to the carryfing amounts of contract assets and oneraus contract provisions. However, as noted above. £184.1m
of nan-current contract fulfilment assets relates to major contracts with on-gaing transtormational activities and £6.6m ¢f non-contract fulliiment
assetls and £45.8m of onerous contract pravisions retate to the highest and rmedium raled risk category. Due ta the level of uncenainty,
combination of variables and timing across numerous contracts, it is not practical to provide a quantitative analysis of the aggregated
judgements that are applied. and management do not believe that disclosing a potential range of puicomas on a consolidated basis would
provide meaningful infarmation to a user of the financial statements. Due to commercial sensitivities, the Group does not specifically disclose
the amounts involved in any individual contract.

Certain of the major transtormation contracts have key milestones during the next twelve months and inability 1o meet these key milestones
could lead to reduced profitability and a risk of impairment of the associated conlract assets. These conlracts include DFRP and Royal Navy
training.

Additional information. which does not form part of these consolidated financial statements, on the resuits and performance of the underlying
divisions including the outlook on certain contracts is set out in the divisional performance raviaw.

2.2 Revenue inciuding segmental revenue
@ Accounting policies

Revenue
The Group genarates revenue largely in the UK and Europe. The Group operates a diverse range of businesses and accordingly applies a
variety of meihods far revenue recognition, based on the principles set out in {FRS 15,

The revenue and profits recognised in any period are based on the delivery of performance obligaticns and an assessment of when control is
fransterred 10 the customer.

Revenue is recognised either when the perfarmance obligalian in the contrast has been performed (‘pointin-time’ recognition) ar ‘overtime’ as
control of the perfarmance obligation is transferred to the customer.

For all contracts. the Group determines if the arrangemant with a customer creatas enforceable rights and obligations. This assessment results
in certain Master Service Agreements (MSA) or Frameworks not meeting the definition of a contract under IFRS 15 and as such the individual
call-off agreements, linked to the MSA, are treated as individual contracts.
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Section 2: Resuiis for the year continued

2.2 Revenue including ssgmental revenue continued

The Grougp enters into contracts which contain extension periods, where either the customer or both parties can choose to extend the contract
or thare is an autormatic annual renewal, and/or termination clauses that could impact the actual duration of the contract. Judgement is apphed
to assess the impact that these clauses have when determining the appropriate contract term. The term of the contract impacts both the period
over which revenue from performance obligations may be recognised and the period aver which contract fulfilment assets and capitafised costs
te obtain a coniract are expensed.

For contracts with multiple components to be delivered such as transformation. transitions and the delivery of outsourced services,
management applies judgement ta consider whether those promised goods and services are:

iy distinct - to be accounted for as separate performance abligations;
(i) not digtinct - to be combined with other promised goods or services until & bundle s identified that is distinct; or,
(ii) part of a series of distinct goods and services that are substantially the same and have the same pattern of transfer to the custamer.

At a contract's inception the total transagtion price is estimated. being the amount to which the Group expects to be entitied and has rights 1o
under the contract. This includes an assessment of any variable consideration where the Group’s performance may result in additional
revenues based on the achievement of agreed KPls. Such amounts are cnly included based on the expected value, or the maost likely outcome
method, and only to the exlent that it is highly probable that na revenue reversal will occur.

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

Once the total transacticn price is determined, the Group allocates this to the identified performance obfigations in praportion to their relative
standalone selling prices and recognises revenue when (or while) those perfermance obligations are satisfied.

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

The Group may offer price step downs during the life of a contract, but with no change 1o the underlying scope of services to be delivered. In
general, any such variable consideration, price step down or discount is included in the total transaction price to be allocated across all
performance obligalions unless it relates to anly one performance obligation in a contract.

For each performance obiigation to be recognised overtime, the Group applies a revenue recognition method that faithfully depicts the Group’s
parformance in transfering control of the goods or services to the customer. This decision requires assessment of the real nature of the goods
or services that the Group has promised to transfer ta the customer. The Group applies the relevant output or input method cansistently to
simitar performance obligations in other cantracts.

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

It performance obligations in a contract do not meet the overtime criteria. the Group recognises revenue at a point-in-lime whan the service or
good is delivered.

Contract modifications

The Group’s contracts are often amended for changes in contract specifications and requirements. Contract modifications exist when the
amendment either creales new, or changes existing, enforceable rights and cbligations. The effect of a contract modification on the transaction
price and the Group's measure of pragress for the performance obligation to which it relates, is recognised as an adjustment to revenue in ong

of the following ways:

a) prospectively as an additional separate contract;

b) prospectively as a termination of the existing contract and creation of a new contract;
¢) as part of the original contract using a cumulative catch up; or,

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

In respect of contracts for which the Group has decided there is a series of distinct goods and services that are substantially the same and
have the same pattern of transfer where revenue is recognised over time, the modification will always be treated under either {a) or (b); (d) may
arise when a contract has a part-termination and a madification of the remaining perfarmance 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 oulcomes.

Judgement is applied in relation to the accounting for such modifications where the final terms or legal contracts have not been agreed priar te
the pericd end because managemeant needs to determine if a madification has been approved and if it either creates new, or changes existing,
enfarceable rights and obligations of the parties. Depending upon the outcome of such negatiations, the timing and amount of revenue
recognised may be different in the relevant accounting periods, Madification and amendments to contracts are undertaken through an agreed
formal process. For example, It a change in scope has been approved but the corresponding change in price is still being negotiated,
management uses judgement ta estimate the change in total transaction price. Importantly, any variable consideration is only recognised to the
axtent that # is highly probable that no revenue reversal will occur.,

Principal versus agent

The Group has arrangements with some of its customers whereby it neads to determine if it acts as a principal or an agent because more than
one party is involved in providing the goods and services to the customer, The Group is a principal if it controls a promised good or setvice
bafore transferring that good or service 10 the custemer. The Group is an agent if its role is to arrange for another entity to provide the goods or
services, Factors considered in making this assessment are most notably: the discretion the Group has in establishing the price for the
specified good or service; whether the Group has inventory risk: and whether or not the Group is primarily responsible for fulfilling the promise
to deliver the service or good.
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Section 2: Hesulis ior the year continued
2.2 Fevenue including segmental revenue continued

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

Where the Group is acting as a pringipal, revenue is recordad on a gross basis. Where the Group is acting as an agent, revenus is recorded an
a net basis. recognising only the commissian or fee eamed as revenue.

Licences
Software licences delivered by the Group can either be right to access {active) or right to use {passive} licences, which determines tha timing of
revenue recognition. The assessment of whether a ficence is active or passive inveolves judgement.

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

When software upgrades are sold as part of the software licence agreement {ie software upgrades are promised to the customer), the Group
applies judgemant to assess whether the software upgrades are distinct from the licence {ie a separate performance obligation). i the
upgrades are considerad fundamental to the ongaing use of the sofiware by the customer, the upgrades are not cansidered distinet and not
accounted for as a separate performance obligation.

For each contract that includes a separale licence performance obligation, the Group considers all the facts and circumstances in determining
whether the licence revenue is recognised overtane (active) or at a point-in-time (passive) from the go-live date of the licence.

Deferred and acerued income

The Group's customer contracts include a diverse range of payment scheduies dependent upen the nature and type of goods and/or services
being provided. This can include performance-based payments or progress payments as well as regular monthly or quarierly paymenis for
angoing service dalivery. Paymants for transactional goods and services may be at delivery date. in arrears or part payment in advance. The
long-term service contracts tend to have higher cash flows early in the contract to cover transformational activities.

Where paymenis received are greater than the revenue recognised up to the reporting date, the Group recognises a deferred income contract
liability for this ditference, Where payments recejved less than the revenue recognised up to the reporting date. the Group recognises an
accrued contract income asset for this difference.

At each reporting date, the Group assesses whether there is any indication that accrued contract income assets may be impaired by
considering whether or nat any revenue reversal could occur. Wheare an indicator of impairment exists, the Group 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 wtitten down to its recaverable amount.

Contract types

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

Long-term contractual — greater than two years

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

(i} lang-term outsourced service arrangements in the public and private sectors; and

(i) active software licence arrangements.

The majority of long-term contraciual agreements form part of a series of distinct goods and services because they are substantially the same
service; and have the same pattem of fransfer, since the series constitutes services provided in distinct time increments (eg daily, menthly,
quarterly or annually). and therefore treats the serias as one performance obligation.

Shart-term contractual - less than two years

The nature of contracts or performance obligations within this revenue type includes.
(i) short-term outsourced service arrangements in the public and private sectors: and
(i} software maintenance cantracts,

The Group has assessed that maintenance and support (le on-call support, ramate suppart} for saftwarg ticences is a perfarmance obligation
that can be cansidered capable of being distinct and separately identifiable in a contract if the customer has a passive licenge, These recurring
services are substantially the same because the nature of the promise is far the Group to *stand ready’ to perform maintenance and support
when required by the customer. Fach day of ‘standing ready’ is distinct from each subsequent day and is transferred in the same pattern to the
customer.

Transactional {point-in-time) contracts

The Group dalivers a range of goods or services in all reportable segments that are transactional services for which revenue is recognised at
the paint-in-time when cantral of the gaods or services has transferred to the customer. This may be at the point of physical delivery of gacds ar
services and acceptance by the customer or when the customer obtains cantrol of an asset or service in a contract with customer-specified
acceptance criteria.

The nature of contracts or performance obligations within this revenue type includes:
{y provision of IT hardwara goods:

(i) passive software licence agreemants:

(1) commission received as agent from the sale of third-party software: and

{iv) fees received in relation to the delivery of professional services.
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Section 2. Results for the year continued

2.2 Revepue including segmental revenue continued

2.2.1 Segmental revenue

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

The tables below present revenue for the Group’s business segments. The new organisational structure, announced in March 2021. became
operational in the secand half of the year and the disclosures below represent the new structure as reported to the Chief Operating Decision
Maker. Under the new structure, the Group comprises of two core trading divisions - Capita Public Service and Capita Experience - and a third
division - Capita Portfolio - which comprises of non-core businesses that the Group intends to exit in due course. Comparative information has
been re-presented accordingly.

Adjusted revenue, excluding results from businesses exited in both years {adjusting items), was £3,008.5m (2020: £2.895.5m), an increase of
0.4% (2020: decline 9.7%).

Capita

Puhlic Capita Capita Capita Total Adjusling Total
;’f%r ;:ldn?ger 2621 Notas Sar\rlé: Experiengc;‘: Ponfogl::: E:: adjuslﬁenc:l‘ 1\9;71: repor‘lcen?l
Continuing operations
Long-term contractual 1,223.9 894.3 38.7 - 2,156.9 146.3 2,303.2
Short-term contractual 122.2 236.7 143.5 — 502.4 276 530.0
Transactional (point-in-time) 64.3 53.7 231.2 — 3492 0.1 349.3
Tetal segment revenue 1,410.4 1,184.7 4134 an 3,008.5 174.0 3,1825
Trading revenue 1,449.3 1,219.6 557.4 e 3,226.3 — 3,226.3
Inter-segment revenue (38.9) {34.9) {144.0) — {217.8) e (217.8)
Total adjusted segment
revenue 1,410.4 1,184.7 413.4 e 3,008.5 — 3,008.5
Business axits - trading 2.8 — — 174.0 e — 174.0 174.0
Total segment revenue 1,410.4 1,184.7 587.4 —_ 3,008.5 174.0 3,182.5
Year ended
31 December 2020
Continuing operations
Leng-term contractual 1.084.4 1,019.9 74.3 e 2,178.6 264.7 2.443.3
Short-term contractual 299 239.2 155.3 — 424.4 651 4885
Transactional (point-in-time) 158.7 48.6 185.2 — 302.5 (0.5) 392.0
Total segment revenue 1,273.0 1,307.7 414.8 — 2.995.5 329.3 3,324.8
Trading revenue 1,306.4 1,361.2 697.4 — 3,365.0 —_ 3,365.0
Inter-segment revenue (33.4) (53.5) (282.6) — (369.5) — {369.5)
Total adjusted segment
revenue 1.273.0 1,307.7 414.8 —_— 29855 — 2.995.5
Business exits — trading 2.8 — — 329.3 — — 329.3 329.3
Total segment revenue 1.273.0 1,307.7 7441 — 29955 329.3 3,324.8
Geographical location
The table below presents revenue by geographical location.
2021 2020
United Urited
o e " e O i

Revenue 2,882.4 300.1 3,182.5 3.011.0 313.8 3,324.8
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Section 2: Results for the year continued

2.2 Revenue including segmental revenue continurd

2.2.2 Order hook

The tables below show the order book for gach division, categorised into long-term contractual {contracts with length greater than two years)
and short-term contractual {(contracts with length less than two years). The length of the contract is calculated from the start of the service
commencement date, The figures represent the aggregate amount of currently contracted transaction price allocated to the performance
obligations that are wholly or partially unsatisfied.

Capita

Puplic Capita Capita Capita
Order haok Service Experience Portfolio ple Total
31 Decemher 2021 £m £m Em £m £m
Long-term contractual 3,112.7 2,249.3 478.7 _— 5,840.7
Short-term contractual 1736 22,5 78.6 — 2747
Total 3,286.3 22718 587.3 — 6,115.4
Capita
Public Capita Capna Capita,
Oyrder boak Servica Expenence Partalio ple Total
31 Dacember 2020 em £m £m &m £m
Leng-term corfractual 2.665.3 2.399.4 589.7 — 5.654.4
Short-term contractual 713 29.3 95.7 — 186.3
Tatal 2.736.6 24287 685.4 - 5,850.7
The table below shows the expecied timing of revenue to be recognised on long-term centractual orders at 31 December 2021:
Capita
Public Capita Capita Capita
Time bands of expected revenue recagniton froth Service Experience Paortiolio ple Total
long-term contractual orders £m £m £m Em em
< 1 year 7116 7949.2 145.4 —_ 1,656.2
1-5 years 1,610.6 1,150.4 199.7 — 2,960.7
> 5 years 790.5 299.7 133.6 — 1,223.8
Total 3,127 2,249.3 478.7 —_— 5,840.7

Prior year comparative information is not presented for the expected timing of revenue recognition because it is a forward tooking disclosure
and therefore managament does not believe that such disclosure provides meaningful information to a user of the financial statements.

The order book represents the consideration that the Group will be entitled to receive fram custorners when the Group satisfies its remaining
performance abligations under the contracts. However, the total revenue that will be earned by the Group will also include non-contracled
volumetric revenue, new wins, scope changes and anticipated contract extensions. These elements have been exciuded from the above tables
because they are not contracted. Additionally, revenue from contract extensions is excluded from the order book unless they are pre-priced
extensions whereby the Group has a legally binding cbligation to deliver the performance obligations during the extension period. The total
reverue relatad to pre-priced extensions that has been included in the tables above amounted ta £668.0m (2020: £800.7m). The amaunts
presented do not include orders for which neither party has performed, and each party has the unilaterat right to terminate a whally
unperfarmed contract without compensating the other party.

Of the £5.8 billion (2020: £5.7 billion) revenue to be earmed on long-term contracts. £4.3 billion {2020 £3.8 billion) relates to major contracts.
This amount excludes revenue that will be derived from frameworks (transactional ‘point-in-time” contracts), non-goniracted volumetric revenue,
non-coniracted scope changes and future unforeseen volume changes from these major contracts, which together are anticipaled to contribute
an addiiional £2.3 billion (2020: £2.1 bilficn) of revenue to the Group over the life of these contracts.

The Group performs various services for a number of UK Government ministerial departmenis and considers these individual ministerial
departments lo be separate customers due to the limited economic integration between each ministerial department. No single customer
makes up mare than 10% of the Group's revenues.

2.2.3 Deferred Income

The Group's deferred income balances solely relate to revenue from contracts with customers, Ravenue recognised in the reporting period that
was included in the deferred income balance at the bagiming of the pericd was £941. 1m (2020: £398.7m).

Movements in the deferred income balances were driven by trangactions entered intc by the Group within the normal course of business in the
vear, other than the accelerated revenue recognised of £23.1m on early termination of contracts in Capda Experience and agreed reduction in
scope on a contract in Capita Public Service {2020: £17.5m in Capita Experience).
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Seclion 2: Hesults for the year continued

2.3 Operating profi
2.3.1 ltems charged/{credited) to reported operaling profit

2021 2020
Nates £m £m
Depreciation of property, plant and equipment 3.2 48.6 50.9
Depreciation of right-of-use assets 3.5 68.2 88.2
Impairment of property. plant and equipment 3.2 1.9 10.3
Impairment of right-of-use assets 3.5 13.3 22.2
Amaoitisation of inlangible assets 33 57.7 74.6
Impairment of intangible assets 3.3 58.7 28
Impairment of goodwill 3.4 16.1 —
Impairment of disposal group assets held-for-sale 2.8 44,1 11.7
{Gain)/loss on sale of propenty, plant and equipment and intangibles 2.10.1 0.7 17.1
Foreign exchange differences (0.2} {1.0)
Restructuring costs 2.4 148.3 108.0
Contract fulfilment asset utilisation, impairment and derecognition 3.1.3 107.8 105.0
Contract termination gains {4.7) —
The net of: accelerated deferred income unwind, and contract fulfiiment asset utilisation {7.5) (15.4)
320 10.4

Onerous contract provisions

Contract fulfilment asset utilisation, impairment and derecognition: the Group continually monitors and reviews its majer contrasts to
identify any indicators of impairment of contract fulfilment assets. During the year, management made provisions against costs capitalised as
contract fulfilment assets totalling £7.3rm (2020: £17.5m) within cost of sales.

Contract termination gains: customer contracts usually contain provisiens to compensate the Group for exit costs and future profits in tha
event of early termination. In-year customer contract terminations in Capita Experience for customer convenience have led to associated axit
fees earned by Capita of £4.7m (2020: £nil) being recarded as income in-year.

The net of: accelerated deferred income unwind and contract fulfilment asset utilisation: in 2021 the Group recognised a gain of £7.5m
(2020: gain £15.4m} related to the net of accelerated deferred income unwinds and contract fulfilment asset utilisation. in 2021, this primarily
related to a contract in Capita Experience where a contract was terminated earlier than planned and the agreed reduction in scope of a contract
in Capita Public Service. In 2020 the gains primarily related to partial termination ot a confract in Capita Experience, and hand backs of various
services in contracts in Capita Public Service.

Onerous contract provisions: in 2021 the Group recognised a net loss of £32.0m (2020: £10.4m loss) related to onerous contract provisions.
£28.7m of which were excluded from adjusted results and relate to two streams of related services in Capita Experience (refer to note 2.4 for
further details).

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

2021 2020
€m £m

Audit and audit-related services
The audit of the Parent Company and Group’s censolidated financial statements 5.1 4.3
The audit of the financial statements of subsidiaries of the Group 1.9 1.9
Total audit and audit-related services 7.0 8.2

Non-audit services

Other assurance services 1.5 1.4
Total non-audit services 1.5 1.4
Total audit and non-audit services 8.5 7.6

The non-audit fees in respect of 2021 related to the review of interim results, and services as reporting accountant for the disposal AXELOS
Lirmited. In respect of 2020, the non-audit fees related to the review of interim results. services as reporting accountant for the disposal of the
Education Software Sclutions (ESS) business. and a refinancing which had to be aborted due to the impact of Covid-19 on debt markets.
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Section 2; Resuits for the year continued

2.4 Adiusted aperating profit and adjusied profit before tax
@ Accounting policies

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

The Board has adopted a policy 1o separately disclose thoge iems that it considers are oulside the underdying operaling results for the
particular year undet review and against which the Group's performance is assessed internally. In the Board's judgement, these need to be
disclosed separately by virlue of their nature, size and/or incidence. for users of the consolidated financial statements to obtain an
understanding of the financial information and the underlying in-year performance of the Group. Accordingly, these items are also excluded
from the discussion of divisional performance in the strategic report. This poficy is kept under review by the Board and the Audit and Risk
Committee and is discussed in the committee’s report an pages 86 to 95,

The items below are excluded from the adjusted results: Operating Profitloss)
profit/loss) before tax

200 2020 2021 2020

Naotas £m &m £m £m

Reported (86.6) (32.0) 285.6 (49.4)
Amortisation and impairment of acquired intangibles 3.3 12.6 26.4 12.0 26.4
Impairment of goodwill 34 11.5 — 11.5 -
Litigation and claims {9.3) 0.7 {9.3) 0.7
Net finance costs 4.3 — —_ i4 1.5
Business axit 2.8 201 (60.5) {399.1) {90.3)
Businass exit - on-hold disposal costs — 75 — 7.5
Coniract-related provisions and impairments 38 43.1 - 43.1 —
Significant restructuring 148.3 108.0 148.3 109.0
Adjusted 139.1 51.1 93.5 5.4

. Adjusted oparating profil iIncreased by 172.2%¢ (2020 decioased 58.4%) and adyustad piofit bafore tax increased by 1,621.5%5 {2020 dacreased B7.0%.). Adjusted operating profit of
£139 1m (2020. profit £51.1m) was generated on adjusted revenue of £3,008.5m {2020: £2 995.5m) resulting in an adjusted operating margin of 4.6% (2020: 1.7%,).

. The tax charge on adjusted profit before tax is £64.8m (2020, £25,3m credil) résulting n adjusted profit attar tax of £28.7m (2020, £30.7m profit).

3. The adjusted operating profit and adjusted profit before 1ax for 2020 have been restated for the mpact of business exits during 2021. This has resulted in adjusted apeiatng profit
decreasing from £111.0m to £51.1m and adjusted profit before tax decreasing tiem £65.2m to £5.4m.

Amortisation and impairment of acquired intangible assets: the Group recognised acquired intangible amortisation of £12.0m (2020:

£24.8m) and impairment of £mil (2020: £1.6m}.

Impairment of goodwill: goodwill is subject to annual impairment testing and any impairment charges are réported separately.

Litigation and claims: the Group received an insurance settlement of £5.0m in respect of an historical kegal claim that was settled in the
period. The fegal clairm, which was fully provided at 31 Oecember 2020. was excluded from adjusted resuits when provided due fo its historical
nature and size, and accordingly the insurance receipt has also been excluded from adjusted results. Further, the Group has recognised a gain
of £3.2m from net movements in historical provisions that were excluded from adjusted results when provided.

Net finance costs: net finance costs excluded from adjusted profits includes movements in the mark-to-market valuation of certain financial
instruments.

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

Business exits - on-hold disposai cost: the costs incurred in respect of business exit activities whera the anticipated disposal was primarily
put on hold due to the impact of Covid-19 pandemic had on the underlying businesses, are excludad from the Group’s adjusted resuits but
disclosed separately from other business exits given their materiality. These costs inciude professional fees in respect of fegal and financiai due
diligence, and separation planning costs.

Contract-reiated provisions and impairments: the new corporate slructure has simplified internal reporting, which has highlighted those
husinesses that represent a drag on the Group cash resources. This includes the Lite & Pensions business that provides outsourced
administration services for the associated closad pension bogks which we maintain on behalf of a small number of clients.

]

The Group has highlighted in prior reporting the structural challenges associated with tha closed book Life & Pensions contracts. These
provided for upfrant cash inflows to support initial transiormation activities with & much lower level of cash inflows once the transtormation
phase was completed. Under the Group's long-term contract accounting policy (see note 2.1), the cash flow profile of these contracts has
resulted in deferral of profit into future years which is not backed by net cash flows {because the relevani cash receipis arose in the early years
of contract execution). Additianally. some of the contracts contain evergreen clauses allewing the customers 1o extend the contracts indefinitely
until the run-otf of the underlying pension books is complete.

The Life & Pensions business has remained in structural decline as some customers, with legacy IT systems. have switched to suppliers who
can provide a single digital platform for all their books, The Group has sought to drive efficiencies to mitigate this fall off in volumes, while
supporling customers who have selected new outsource providers or taken the activities back in-house.

The closed books and contractual dynamics have led to onerous conditions to service these contracts. The Board has been required 1o assess
the likely length of the remaining contracts, given the pattern and experience of contract terminations while also recognising the evergreen
clauses. Accordingly. management has in prior years provided for the onerous contract conditions based on the best estimate of the remaining
cantract terms. The cantingent liability note has highlighted that should the contracts end earlier or extend for longer this may resultin a
material reduction or increase in the provision recorded.
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Seciion 2: Resulis for the year continued

2.4 Adjusied operating profit and adjusted profii hefore tax continued

During 2621, the Group has continued to support a major customer on the transfer of services to another supplier. This is taking significantly
longer than inftially expected. Management has reassessed the lifefime estimate to include not only the onerous contract terms but also the
period and likely costs to support the final handover of services. This assessment has extendad across all contracts that contain evergreen
clauses. including those where there are ongeing discussions regarding eithar termination or transfer of services. This reassessment,
reflecting fy the developmants in the latter half of 2021, provides cover for contracts to extend out to 2026, This has resulted in an increase
to the contract provision and impairment of contract assets totalling £43.1m which has been reported as an adjusting item. In prior years the
financial impacis of such contract judgements have not been shown as adjusting items they were considered to be normal course of
business, not matetial in the context of the Group results and not associated with the transformation plan. However, due to the guanturn of
the charge arising from the 2021 reassessment, the Board consider it appropriate to separataly disclose this as an adjusted itern to highlight
the iripact on the results in the period.

Significant restructuring: in January 2018, the Group announced a multi-year transformation plan. tn 2021 a charge of £148.3m (2020:
£109.0m) was recegnised in relation to the cost of the transformation plan. The costs include the following:

« Cost to realise cost savings and efficiencies from the transformation plan £74m (2020: £65m): including significant reductions in
overheads, the elimination of duplicate roles and management layers, and the Group's operational excelience programma which will improve
the consistency of the Group's operations, reduce spans and layers, increasing the use of off-shoring and autemation. adopting lean
methadologies and working smarter. As the Group continues to rationalise its property estate, costs associated with onerous property
commitments and dilapidation liabilities, and impairment of property right-of-use assets and fixtures and fittings, are captured and presented
as part of the transformation adjustments.

* Professional fees £8m {2020: £3m): including in 2021 feas paid to consultants in relation to the development and delivery of the corporate
reorganisation.

« Transformation of central Group functions £66m (2020: £15m): investment in programmes to improve the Group’s central functions,
including: finance; sales; human rescurces; and infarmation technology. All costs associated with these programmes are recorded separately,
and exclude any costs capitalised as part of the investment and the ongoing depreciation and amartisation of such assets.

The transformation programme included planned improverments to the Group's financial reporting systems. New financial systems were due
to go live in the second half of 2019, and while progress was made, a decision was taken to defer the go-live as more work was required on
the core processes and pracedures bafore the system could be effectively implemented. Several interim aclivities were progressed during
both 2020 and 2021 and the technical asset including the IT infrastructure, software and codebase were preserved.

The new system was deemed necessary 1o provide etfective functionality across the then six reporting divisions, supported by the central
functions and covering a multifaceted legal entity structure. In addition, the decision to invest in a new financial repoting systems was
predicated on the fact that the Group's existing ERP platform would not be supported by the relevant supplier beyond 2025.

During 2021, the Group simplifiad its divisional and management organisation structure with angeing programmes to streamline the legal
entity structure of the Group. As a result, the Board concluded in late 2021 that continued investmer in a new system was not critical 1o
support the finance transformation. This coincided with confirmation from the supplrer that the Group's existing ERP platform will be
supparted until at least 2030.

These developments allowed management to reconsider the technical imperative to move onta a new ERP platform and to assess the extent
10 which the Group would be better served continuing to use its existing platform. It has became clear that it is feasible to use the existing
platform and, in doing so. aveid the disruption, additional cost and risk of a transitien 1o a new platform. The simplified operating model makes
possible a continuation of the systems already available with mere limited investment to achieve the reguired functionalities that wiil deliver
the prime objectives of standardisation. automation and improved quality of information.

Therefore, the Board approved a revised approach at the end of 2021 to focus on eptimising the current finance reporting systems and not
migrating to an entirely new finance system. As such, an impairment of £53.5m was recognised at 31 December 2021 representing the book
value of the elements of the new finance system which are no longer expected to be utilised.

« Cost of accelerating savings to mitigate the financial impact of Covid-19 £nil (2020: £26m): these are incrementa! to those planned to
be incurred as part of the transformation plan and include accelerated property estate rationalisation and severance costs.

The cumulative significant restructuring expense recognised since the commencement of the group-wide transtormation in 2018 is £5626.7m.
2021 is the final year of major investmenits in the transformation plan where the costs are excluded from adjusted results. From 1 January
2022, any residual restructuring will be recorded within adjusted results.
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Section 2: Hesuits for the year continued

2.5 Segmental information

The Group’s cperations ate managed separately according to the nature of the services providad, with each segrent representing a strategic
business division offering a different package of client outcomes across the markets the Group serves. Capita plc is & reconciling item and not
an operating segment. A description of the services provided by each segment can be found In the strategic report on pages 16 to 25.

The tables below present profit for the Group’s business segments. The new arganisational structure, announced in March 2021, became
aperational in the second half of the year and the below disclosure represents the new structure as reponted to the Chief Operating Decision
Maker. Comparative information has baen re-presentad accordingly. For segmental reporting. the costs of the central functions have been
allocated to the segments using appropriate drivers such as adjusted revenue, adjusted profil or headcount.

Information on segmental revenue can be found in note 2.2,

g:i:‘i: Capita Capj Capita Total Adjusting Total

Bt s P B - B
Adjusted operating profit 2.4 98.3 63.1 23.8 (52.1} 139.1 - 139.1
Restructuring 2.4 (5.1) {12.0) (3.2) {128.0) - (148.3) (148.3)
Business exits — trading 2.8 e — 50.8 - _ 50.8 50.8
Total trading result 93.2 571 714 (180.) 139.1 {97.5) 41.6
Non-trading items:

Business exits — non-trading 2.8 — {70.9) (70.9)

Cther adjusting items 2.4 — {57.3) (57.3)
Operating grafit/{loss} 139.1 (225.7} {86.6)
Year ended
31 December 2020 Notes
Adjusted operating profit 2.4 12.8 8C.9 14.2 (56.9) 51.1 — 51.1
Restructuring 2.4 (8.6} {11.6} (4.4} {84.4} - {(108.0} {109.0}
Business exits — trading 2.8 — — 111.0 —_ — 111.0 111.0
Total trading result 4.3 £59.3 120.8 (141.3) 51 2.0 531
Non-trading items:

Business exils — non-trading 2.8 — {50.5} (50.5}

Other adjusting items 2.4 — (34.8} (34.6}
Operating profit/{loss) 511 (83.1} (32.00

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

2021 2020

United United
Kingdom Cther Total Kingdom Other Total
£m £m £m £m £rm £m

Non-current assets 1,791.3 27.7 1,819.0 2,168.4 38.4 2.206.8
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Section 2: Resuits for the vear continued

2.5 Taxation

@ Accounting policies

Tax on the profit or loss for the year comprises current tax and deferred 1ax. Tax is recognised in the consolidated income statemant except to
the extent that it refates to items recognised directly in the consolidaled statement of changes in equity or the consclidated staterment of
comprehensive income.

Current tax is the expected tax payable or receivable on the taxable profit 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 previcus years.

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

Deferred tax fiabilities are recognised for all taxable temporary differences except:

«  where the deferred tax liability arises from the initial recognition of goodwill;

= where tha deferred tax liability arises from the initial recognition of an asset or liability in a transaction that is not a business combination
and at the time of the transaction, affects neither the accounting profitloss nor taxable profittoss; and

+ inrespect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, where
the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible temparary differences, carry-farward of unused tax assets and unused tax losses, to the
extent that it is probable that taxable profit will be avaitable against which the deductible temporary differences and the carry-forward of unused
tax assets and unusad 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 liability in a transaction that is not a business combination and, at the time of the transaction, affecis
neither the accounting profit nor taxable profit or loss.

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

Deferred tax assets and liabilities are measurad at the tax rates that are expecled to apply to the ysar when the asset is realised or the liability
15 settled, based on tax rates {and tax laws) that have heen enacted or substantively enacted at the balance sheet date.

2.6.1 Income tax charge

The income tax charge of £61.5m on reported profit before tax of £285.6m (2020: income tax credit of £47.6m on loss of £49.4m) is reconciled
to the standard UK rate of 19% below. The most significant reconciling items are due to changes in anticipated tax rate on deferred tax assets,
movement in unrecognised deferred tax assets, non-taxable profit on disposal and non-deductible goodwill impairment. The tax rate change
and the movement in unrecognised deferred tax also applies to the adjusted tax charge on adjusted profit before tax', also shown below.

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

2021 2020

Total Included in  Not included in Tetal Ircluded in Not included in

reported dj d profit dj d profit reported adjusted profit adjusted profit

Cansolidated incomne statement £m £m £m £m £rm £im
Current income tax

Current income tax charge 27.2 278 (0.6) 14.1 14.6 {0.5)

Adjustment in respact of pricr years 3.8 3.8 — 0.2 0.2 —

Deferred tax

On arigination and reversal of temporary differences 76.1 78.8 2.7) (24.5) {16.0) (8.5}

Effect of changes in tax rate on deferred tax balances {39.0) (39.0) — (17.5) {19.7) 2.2

Adjustment in respect of prior years ({6.6) (6.8) — (19.9) (4.4) {15.5)

Tatal 61.5 64.8 (3.39) (47.6) {25.3) (22.3)
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Section 2: Resuits jor the year conlinued

2.6 Taxation conlinued

Consolidated statement of comprehensive income and consolidated statement of changes in equity 20{2; 2052
Current incomne tax mavement on cash flow hedges (2.0) (1.7
Deferred tax movement on cash flow hedges 0.2) —
Deferred tax movement in relation o actuarial changes on defined benefit pension schemes 322 (5.9)
Current income tax movement on defined benefit pension scheme contributions {11.5) —
Effect of rale change on deferred tax on defined benefit pension schemes (2.6) (8.0}
Deferred tax movement in telation ta share-based payments — 1.2
Current incame tax deduction on the exercise of share options (0.4) —

15.5 (10.8)

The reconciliation between the total tax charga/(credit) and the accounting prafit muitiplred by the UK corparation tax rate is as follows:

Tatal tax Current tax

2021 2020 2021 2020

£m £m €m £m

Profit/{loss) before tax from gontinuing operations 285.6 (49.4} 285.6 (49.4)
Notional charge/(credit) at UK corporation tax rate of 19% 54.3 9.4) 54.3 {9.4)
Adjustments in respect of current income 1ax of prior years a 38 0.2 3.8 0.2
Adjustments in respect of deferred tax of prior years <] 6.6) (19.9} — —
Non-deductible expense/(non-taxable income) - adjusted c 37 3.5 3.7 3.5
Non-deductible expensas ~ business exit dr 1.5 5.6 1.5 5.6
Naon-deductible expense/(non-taxable income) — specific items e* (1.1) 2.0 (1.1) 2.0
Profit on disposal f* {51.7) (6.4) {(51.7) 6.4)
Non-deductible goodwill impairment g 11.4 0.6 114 0.6
Difference in rate recognition of temporary differences note 2.6.2  {39.0) (17.5) —_ —
Tax provided on unremitted earnings h 1.1 {7.6) 3.2 1.9
Attributable to different tax rates in overseas jurisdictions i 0.1 0.7) {0.1) (0.1)
Movement in defgrred tax unrecognised note 2.6.2 84.2 2.0 —_ 2.0
Fixed asset timing differences _ — (2.0) 124
Current tax impact on other timing differences _ e 0.2 71
Carry forward/(utilisation) of losses in current pericd i fed — 7.8 (5.1

At the effective total tax rate of 21.5% (2020: 96.4%) and the effective current tax rate of

10.9% (2020: (28.9)%) k 51.5 {47.6) 31.0 14.3
Tax (credit)/charge reported in the income statement 61.5 (47.6) 31.0 14.3

* The £(39.9)m {2020, £1.8m) of reconciling items relate to reported tax charge only, with no impact an the adjusted tax charge. Further detalls are given (*) below.

a  The £3.8m pror year charge adjustmant includes. (i) a £1.7m release of uncertan tax positions due to expiry of statute of mitation ar conclusian of enguiries. (it a £6 6m ¢harge with
catresponding deferred tax pror year credits; and, (il a £1.1m credit 10 adjust for finalisation of submitted fax relurns,

b Adjustrments in respect of deferred tax of prar y2ars of £6.6m raflects credits which have a corrasponding priar year current incame tax impact.

¢ Relaies mamly to different junsdictional tax treatment of a cross hordar connected party debt write off.

4" Buswmess exit. relatas to non-deductible closute costs associated with the businesses detailed in note 2.8,

e* Specific tems: relates to the non-taxabla release of a legal claim prowvision detated in note 2.4

i Relates to the application of the UK tax exemption on substantal shareholdings in relevant disposals in note 2.8

" Relatas (o the non-deductible infangible asse! impaurments inciudad in riofe 3.4.

h  Movement in the daterred lax iability recognised on the unremitted earmings of those subsidianes atfected by wiihholding taxas, resulting from addihonal earnings in these subsdiaries
during 2021,

| Ralates la the difference between tax payablz at higher rates in India and South Afrcca, and tax payable at lower rates in other trading junsdichons (Paland. Isle of Man and UAE).

] Relales 1o the [uilisanon)icarry forward of tax Josses. and ihe reachvalion of deferred interest. in the current pancd,

k  Tha 2021 current tax charga of £31.0m (2020 £14.3m resulls in an effective curvent tax rate of 10.8%,. which 1s diffgrent fiom the UK statutary rate of tax of 139 predominantly due to tax
impact of non-taxable profits on disposals. non-deductible goodwill impairmant and lesses carnad torward, The impact of diffenng overseas tax rates 1s minimal and covered in footnote 1.

1. Definitions of the alternative performance measures and related KPis can be found in secton 8.2
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Section 2: Results for the year continued

2.6 Taxation continued

2.6.2 Deferred tax

A change to the main UK corporation tax rate was substantively enacted on 24 May 2021. The rate applicable frem 1 April 2023 increases fram
19% to 25%. The net UK deferred tax asset at 31 December 2021 has been calculated based on this rate, resulting in a £39.0m fax credit to
the income statement in 2021. This is made up of a £75.7m credit on brought forward deferred tax assets (2020: approximation of £75m in note
2.6.6). and a £36.,7m charge on the current year unwind, or derecognition, of assets. The 1otal net deferred tax charge in the period is a result
of the above, offset by movements in unrecognised deferred tax (explained further below).

Deferred tax relates 1o the following:

Credited/{charged) to

0Cl and

At Income changes in Other At
t January statemant equity movements® 31 December
£m £m £m £m Em
Deferred tax assets
Fixed assets which qualify for tax relief 72.8 0.6 — 3.9 773
Deferred income 4.5 {4.2) — (0.4) (0.1)
Provisions and other timing differences 11.7 3.0 0.2 (0.2) 14.7
Pension schemes 51.6 (2.2) {29.6) — 19.8
Share-based payments 1.6 2.2 — — 3.8
Tax losses’ 111.2 (36.1) —_ (11.8) 633
253.4 (36.7) (29.4) (8.5) 178.8
Jurisdictional netting {10.6) (2.8)
Net deferred tax assets 242.8 {36.7) {29.4) {8.5) 176.0
Deferred tax liabilities
Acquired intangibles (2.2) 1.2 — 0.3 (0.7)
Contract fulfilment assets (9.4) 2.8 — 2.2 (4.4)
Unremitted earnings (58.7) 2.1 _ — (3.6)
{17.3) 6.1 —_ 2.5 (8.7}
Jurisdictional netting 10.6 2.8
Net deferred tax liabikities (6.7) 6.1 —_ 25 (5.9)
Net deferred tax 236.1 (30.6) (26.4) (6.0) 1701

1. Mainly rading losses avalable to sheiter future profits anct deferred interast
2. Other movements includes transfers to dispasal group assets’labilities held-for-sale and busingss d1sposals

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

The recognition of deferred tax assets for 2021 has been based on the forecast accounting profits in the 2022-2024 business plans (BP)

approved by the Board. This is the same plan used to derive forecast cash flows for the goodwill impairment test, per note 3.4. A long-term

growth rate of 1.7%, as used for impairment lest purposes, has been appfied to years beyond 2024. The profits associated with businesses that

are held for sale at the balance sheet date have baen disregarded. A reducing probability factor has also been applied 10 future profits far the

potential decrease in reliability of forecasts extrapolated for later years, such that profits beyond seven years of the balance sheet date have

not been considered probable for the purpese of assessing deferred tax asset recognition.

Historic tax losses make up the majority of the deferred tax assets. These losses mainly arose due to the adoption of IFRS 15, Covid-19 related

downward pressures on the profits, and tax-deductible restructuring costs in previous years. Based on the above adjusted forecasts,

management decided that some of the defarred tax assets are not recognisable due to uncertainty in their recoverability. The impact of this

decision is an adjustment to recognised deferred tax assets of £84.2m.

Deferred tax asset recognition is dependent on the accuracy of the BP profit forecasts. A sensitrvity analysis has been applied to the forecasts

to consider a severe but plausible downside scenario. Under the sensitivity scenario, there would be a further potential reduction in recognised

deferred tax assets of up to c£50m.

Further disposals, planned as part of the simplification agenda. could also have an impact on the recognised deferred tax assel in future

periods.

The Group has unrecognised tax losses of £542.9m (2020: £208.6m) and other temporary differences of £114.5m (2020: £55.4m) that are

available for offset against future taxable profits of the companies in which the losses or other temporary differences arose, but have not been

recognised because their recoverability is uncertain. These are made up as follows:

(i) UK assels: £597.7m (2020: £184.2m} with nc time expiry. The losses are subject to enacted UK tax lass relief lagislation which could result
in restricted utilisation in the future. £50.7m (2020: £77.2m) of the losses were incurred by companies acquired by the Group and are not a
result of the Group's trading performance.

(i) Overseas assets: £59.7m (2020: £79.9m), some of which are subject to specific loss restriction rules but have ho time axpiry. Losses
incurred by acquired companies reduced to nif {2020 £6.7m) due to planned business disposais.
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Section 2: Resuits for the year continued

2.8 Taxation continued

Dividends received from subsidiaries are largely exempt from UK 1ax but may be subject to dividena withholding taxes levied by the averseas
tax jurisdictions in which the subsidiaries operate. The gross temporary differences of thase subsidiaries affected by such potential taxes is
£42.8m (2020: £62.6m). A deferred tax liability of £3.6m (2020: £5.7m) has been recoghised on the unremitted earnings of those subsidiaries
affected by such potential taxes since the Group is able to control the timing of reversal and it is anticipating dividends ta be distributed, The
earnings remitted during the year resulted in a reduction of the closing deferred tax liability.

2.6.3 Uncertain tax positions

The Group files income lax returns in several jurisdictions and some of these returns are open to, or subject to, tax authority audits or
examinaticns. Tax retums contain matters that could be subject to differing interpretations of applicable tax faws and reguiations; and, the
resolution of tax positions, through negotiations with relavant tax authorities or through litigation, can take several years. Tax unceraintias are
assessed throughout the year and specifically at the year-end, with any associated provisions recognised considering the specific
circumstances of gach risk, including the merits of technical aspects, previous experience with tax authorities. recent tax law and, if relevant,
extetnal apecialist advice. The Group applies judgement in quantifying uncertainties over income tax treatments in accardance with these
criteria.

Income tax receivable of £5.9m at 31 December 2021 is net of a £4.1m (2020: £5.8m) liability in relation to uncertain tax pesitions. During 2021
the Group released £1.7m (2020: £15.1m} of uncertain tax paositions relating to tax risks which are no langer considered likely to arise, due to
the expiry of the statute of limitations and conclusion of enquiries. The release is disclosed as a current incore tax prior year adjusiment.
Expiry of statute of limitations, or conclusion of tax audits could result in a further release of the pravision in the next financial year. While it is
difficult to predict the uttimate outcome in some cases, and there are a range of different outcomes, the Group does not currently anticipate that
there will be any material impact on the Group's financial position or results of operations in the next financial year.

2.6.4 Capita’s responsible approach to taxation

Capita has an open and positive working relationship with HMRC. has a designated customer compliance manager, and is committed to
prompt disclosure and transparency in all dealings with HMRC and overseas tax authorities. The Group does not have a complex tax structure.
nor goes it pursue aggressive 1ax avoidance activities. The Group has a Jow-risk raling from HMRC, recently reassessed in 2021, and has been
awarded the Fair Tax Mark for its tax discicsures from 2018 to 2020, The Group has operations in a numbaer of countries outside the UK. All
Capita operations outside the UK are trading operations and pay the appropriate local taxes on these activities. Further detail, regarding
Capita's approach to 1ax can he found on the Palicies & Principies area of the Capita website (hitps://www.capita.com/cur-company/about-
capita/pohicies-and-principles).

Capita contributed £163.4m {2020: £181.1m) in taxes from its UK operations in the year. This consisted of a net repayment of £0.5m (202¢: net
payment of £2.6m} of UK corporaticn tax; £18.1m {2020: £19.3m) incurred in irrecaverable VAT £125.5m (2020: £128.0mj in employer NIC.
and £19.3m (2020: £31,2m) in other levies including business rates, import dulies, the apprenticeship levy and environmental taxes.
Additionally. the Group's UK VAT contribution was £318.7m (2020 £336.2m). A further £104.1m VAT was remitted in 2021 as part of the UK
Government's Covid-19 VAT deferral measures. The Group also collected £287.8m (2020: £288.0m) of Capita UK employee PAYE and NIC.
Capita entities in ovarseas jurisdictions paid £15.0m (2026 £4.9m) corporation tax, which mainly covers corparate income tax on local profits
and withholding tax on dividend repatriations.
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Section 2: Resulls for the year continued

2.7 Earnings/{loss) per share

@ Accounting policies

Basic earnings/{loss) per share are calculated by dividing nat profit for the pericd attributable fo erdinary equity holders of the Parent Company

by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings/(loss) per share are calcufated by dividing the net profit for the period attributable to ordinary equily holders of the Parent
Company by the weighted average number of ordinary shares outstanding during the year plus the weighted average number of ordinary
shares that would be issued on the conversion of all the dilulive pulential ordinary shares nto ordinary shares.

2621 2020
Continuing Total  Continuing Toral
operations  operations operations operations

<] P R p

Basic earnings/(lass) per share - adjusted 1.61 1.61 2.41 2.41
— reported 13.33 13.52 (0.41) 0.85

Dituted earnings/{loss) per share - adjusted 1.59 1.59 241 2.37
- reported 13.15 13.33 (0.41) 0.85

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

2021 2020

Gontinuing Total Continuing Total

operations  operations aperations aperations

Em £m £m £m

Adjusted profit before tax for the pariod 2.4 93.5 93.5 5.4 5.4
Income tax credit{charge) 2.6.1 {64.8) (64.8) 25.3 25.3
Adjusted profit for the period 28.7 28.7 30.7 30.7
L.ess: Non-controlling interest {1.9) (1.9) 9.2 9.2
Adjusted profit attributable to shareholders 26.8 26.8 39.9 399
Reported profit/(loss) before tax for the pericd 285.6 288.7 {49.4) {28.6)
Income tax credit/(charge) 2.6 (61.5) {61.5) 47.8 47.8
Reparted profit/{loss) for the period 2241 227.2 (1.8} 19.0
Less: Non-controliing interest {2.5) (2.5} (5.0} (5.0)
Total profit/(loss) attributable to shargholders 2216 224.7 (6.8} 14.0
2021 2000

m m

Weighted average number of ordinary shares (excluding trust and treasury shares) for basic earnings per share 1,661.9 1,656.1

Dilutive potential ordinary shares:

Employee share oplions 23.9 27.4

Weighted average number of ordinary shares (excluding rust and treasury shares) adjusted for the effect of dilution 1,685.8 1,683.5

At 31 December 2021 nil (2020: 27,447,210) options were excluded from the diluted weighted average number of ordinary shares used in the
reported continuing operations earings per share calculation because their effect would have been anti-dilutive. Under JAS 33 Earnings per
Share, potential ordinary shares are treated as dilutive when, and only when, their conversion to ordinary shares would decrease earnings per

share or increase loss per share from continuing operations.

The earnings per share figures are calculated based on earnings attributable to ordinary equity holders of the Parent Company. and theretore
exclude non-controlling intarest. The earnings per share is calculated on an adjusted and total reported basis. The earnings per share for
business exits and specific items are bridging items to adjusted and tctal reported earnings per share.

There have been na other transactions involving ordinary shares or potential ordinary shares between the reporting date and the date on which

these consolidated financial statements were authorized for issue.
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Section 2: RHesults for the year continued

2.8 Business exits and assels held-for-sale
@ Accounting policies

Business exits

Business exits are businesses that have been disposed of, or exited durng the year; or, are in the process of being disposed of, or exited.
None of these business exits meet the definition of 'discontinued operations’ as stipulated by IFRS 5, which requires comparative financial
information to be restated where the relative size of a disposal or business closure is significant, which is normally understood to mean a
reported segment,

However, the trading result of these business exits, non-trading expenses, and any gain/loss on disposal, have been excluded from adjusted
resuits. To enable a like-for-like comparison of adjusted results, the 2020 comparatives have been re-presented to exclude the business exits
that occurred during 2021.

Assets held-for-sale

The Group classifies a non-current asset (or disposal groun) as held-for-sale if its carrying amount will be recovered principally through a sale
transaction rather than continued use, For this to be the case, the asset {or disposal group) must be available for immediate sale in its present
condition subjact only to terms that are usual and customary for sales of such assets (or disposal groups) and its sale must be highly probable.
For the sale to be highly probable, the appropriate level of management must be committed to a plan to seil the assat (or dispasal group), and
an active programme to locate & huyer and complete the plan must have been initiated. Further, the asset {or disposal group} must be actively
marketed for sale at a price that is reasonable in relation to its current fair value. In addition, the sale should be expected to qualify for
recegnition as a completed sale within one year from the dale of classification. Consequently, individual businesses within the Porifolio Division
will only be treated as heid-for-sale where the disposal is highly probable and expected to complete within twelve months of the balance sheet
date.

2021 business exits

Business exits during the year ended 31 Dacember 2021 comprisad:

+ the ESS business whose disposal was completed on 1 February 2021;

* the Life Insurance and Pansions Servicing busingss in Ireland whose disposal was completed on 1 March 2021:

+ the AXELQS joint venture with the UK Government whose disposal was completed on 29 July 2021,

* the AMT Sybex software, Secure Solutions and Services {858) and Speciality Insurance businesses which were in the process of being
solg and which met the held-for-sale criteria. Accordingly, these businesseés were treated as disposal groups held-for-sale at this date. The
disposal of both the AMT Sybex software and S88 businesses completed subsequently in 2022 (refer to note 6.3 for further details):

+ asoftware business in Capita Portfolio that the Group has decided to exit: and

* the exit costs relating to further plannead disposals. including professional fees and separation planning costs,

Further disposals are planned as par of the simplification agenda. Since these disposals did not meet the definition of business exits or assets
held-for-sale at 31 December 2021, their trading results were included within adjusted results. This includes the Trustmarque business whose
disposal was announced on 28 January 2022 and is subject ta certain consents (refer ta note 6.3 for further details).

2021 2080

Trading Non-trading Total Trading Nan-trading Total

Income statement impacl £m £m £m im £m £m
Revenue 1740 — 174.0 329.3 —_ 329.3
Cost of sales {92.7) — {82.7) {(163.5) — {163.5)
Gross profit 813 — 81.3 165.8 — 165.8
Administrative expenses (30.5) (70.9) (101.4) (54.8) (50.5) (105.3)
Operating protit/(loss) 50.8 (70.9) {20.1) 111.0 (50.5) 60.5
Net finance costs {0.4) (0.1) (0.5) (0.1) (1.5) (1.6)
Gain on business disposal — 419.7 419.7 — 31.4 31.4
Profit/(loss) before tax 504 348.7 399.1 110.9 {20.6) 90.3
Taxation (9.5) (25.4) (34.9) (21.0) 17.7 (3.3)
Profit/{ioss) after tax 40.9 323.3 364.2 89.8 (2.9) 87.0

Trading revenue and costs represent the current year trading performance of those businesses up ta the point of being disposed or exiled.
Trading expenses primarily comprise payrall costs of £79.3m (2020 £138.6m) and IT casts of £24.9m (2020: £48.6m).

Included within non-trading administrative expenses i £4.9m (2020, £7.5m) of amortisation of acquired intangibles which. in accordance with
the Graup’s policy. were excluded from the Graup’s adjustad results in both the current and prior periods and have been reclassified to
Business exits because they relate to businesses disposed of or being exited. Other non-trading administrative expenses include: asset
impairments of £53.1m (2020: £10.1m); disposal project costs of £8.9m (202(x £€31.9m): and other costs of £4.1m (2020: £3.3m), which are
offset by provision releases of £nil (2020: £2.3m).
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Section 2. Results for the year continued

2.8 Business exits and assets held for sale confinued

2.8.1 Disposals
During 2021 the Group disposed of three businesses: ESS; Life Insurance and Pensions Servicing in Ireland; and the AXELOS joint venture

with the UK Government.
During 2020 the Group disposed of three businesses: Eclipse Legal Services; Capita Workplace Technology: and Employee Benefits,

The assets and liabilities disposed of and the related gain on disposal are as follows.

2021 2020
m £m
Propenty, plant and equipment 0.2 0.6
Intangible assets 19.9 3.2
Goodwill 65.7 2.1
Contract fulfilment assets 0.1 —
Trade and other receivables 2.6 2.3
Prepayments 0.1 —
Cash and cash equivalents 8.2 3.2
Disposal group assets held-for-sale 120.2 4.3
income and deferred tax (4.3) {0.3)
Trade and other payables {28.8) {6.5)
Accruals (5.1) —
Deferred income {2.9) (0.4}
Deterred consideration payable (22.8) —
Loans payagle? (26.0) —
Disposal group liahilities held-for-sale (57.5) (1.2)
Net identifiable assets/(liabilities) disposed of 69.6 17.3
Nan-controlling interests (3.4) —_
66.2 17.3
Cash consideration received 508.6 58.1
L.ess: costs of disposal {25.5) (9.4)
Net proceeds 483.1 48.7
Realisation of cumulative currency translation difference 2.8 —
Gain on business disposals 419.7 3t.4
Net cash inflow
Net proceeds 483.1 48.7
lass: {cash)/overdrafts disposed of' (25.9) (3.2)
457.2 45.5

Total net cash inflow

' (Cash)overdralts disposed of compnse (cash)/owgrdratis in the balance sheet of £,8.2)m (2020 £{3.2)m), and (cashjavardrafts within disposal group assels and hahiliigs hald-for-sale of
£{17.7)m {2020 €nif).

* The loan payable represents an interest beanng lsan payable by AXELOS Limited to HM Governmant n connection with a dividend payable by ths company. The loan is subject to interest
at 6% and was sefiled on compietion of tha disposal on 29 July 2021,

Disposal costs of £21,2m, relating to businesses disposed ot in the year, were recognised in prior years and are excludad from the abave gain

on business disposals.
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Section 2: Results for the year continued

2.8 Business exiis and assets held for sale continued

2.8.2 Disposal group assets and liabilities held-for-sale

2021 2020

£m £m

Praperty, plant and eguipment 0.4 0.1
Intangible assets 14.4 44.4
Goodwili 44,2 453
Right-oi-use assets _ 4.5
Contract fulfiiment assets 32,6 31
Trade and other receivables 10.7 2.9
Accriled income 5.1 0.6
Prepayments 5.2 ¢7
Cash and cash squivalents 15.8 12.9
Income tax receivable and deferred tax assets 10.4 [¢A]
Disposal group assets held-for-sale 138.8 114.6
Trade and other payables 1.6 1.5
Other taxes and social security 1.6 0.1
Accruals 3.4 35
Deferred income 69.8 40.3
| ease liabilties — 4.6
Income tax payable and deterred tax liabilities 2.3 3.5
Provisions 2.4 0.4
Disposal group liabilities held-for-sale 81.1 53.9

Business exit cash flows
Businesses exited and being exited generated net operating cash inflows of £50.9m {2020: cash inflows of £123.2m).

2.8 Discontinued operations

Capita completed the disposal of its Asset Services businasses, including Capita Financial Managers Limited (CFM}. to the Link Group on

3 November 2017. The dispasal met the definition of a discontinued operation as stipulated by IFRS 5.

in 2021 the income of £3.1m related to a reduction in provisions following reassessments of the fikely future costs to be incurred by the Group.
In 2020 the credit of £20.8m related to additional payments received in connection with the sale of the Asset Services businesses arising from
the return of redress payments made to the Financlal Conduct Authority (FCA) regarding the Connaught income Series 1 Fund. Cash flows

generated from discontinuing operations in 2020 of £18.6m related to the above return of redress payments made to the FCA less previously
accrued amounts paid in connection with the sale of the Asset Services business.

The earnings per share impact from disconiinued operalions is 0.19p {2020; 1.26p) on basic earnings per share and 0.18p (2020: 1.24p) on
diluted earnings per share.
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Section 2: Results for the year continued

2.10 Cash flow information
@ Accounting pelicies

Cash and short-term deposits in the balance sheet comprise cash at bank and in-hand and short-term deposits with an original maturity of three
months or less. In the consolidated cash flow statement, cash and cash equivalents consist of cash and short-term depasits net of outstanding
bank overdrafts and include cash and overdrafts within disposal group asseis and liabilities held-for-sale, Cash at bank earns interest at fixed
and floating rates based on prevailing bank deposit rates.

2.10.1 Additional cash flow information

Adjusted cash flow from operating activities decreased year-on-year due to movements in working capital. in particular a large reduction in
trade and other receivables. 2020 benefited from shorler public sector payment cycles as part of the Covid-19 response and advanced
payments from a small number of major clients at the year end. 2021 has been impacted by the unwind of these advanced receipts 1ogether
with the natural expansicn in working capital as the Group transitions to growth. tn addition, there was an increased deferred income outflow
largely from the unwinding of deferred transformation revenue on a contract with a telecom customer, and also on full and partial contract
terminations, Reported cash flow from operating activities were impacted by the repayment of VAT deferred under the Government scheme.
and pension deficit centributions.

2021 2020
Adjusted Reported Adjusted' Reported
Note £m €m £m €m
Cash flows from operating activities:
Cperating profit/(loss) 2.4 139.1 (86.6) 51.1 {32.0)
Adjustments for non-cash items:
Depreciation 3.2.35 116.3 117.1 137.0 139.1
Amortisation of intangitle assets 3.3 36.8 57.7 36.8 74.6
Share-based payment expense 5.1 1.2 1.2 6.4 5.4
Employee benefits 52 8.9 8.9 13.1 131
Loss on sale of property, plant and equipment / intangible assets 2.3 0.7 0.7 2.4 17.1
Impairment of disposal group assats — 44.1 — 11.7
Impairment of non-current assets 2.8 90.0 3.5 32.2
Other adjustments:
Movement in provisions 11.4 21.9 30.1 44.0
Pension deficit contribution — (155.5) — (29.5)
Other contributions into pension schemes (8.4) {8.4) {19.5) (19.5)
Movements in working capital:
Trade and other receivables (7.1} 1.2) 148.4 172.7
Nan-recourse trade receivables financing _ (8.7) — 13.6
Trade and other payables 16.7 44.2 (56.1) {58.4)
VAT defarral e (104.1) -— 118.8
Deferred income {92.8) (116.9) (26.1) (46.8)
Contract fulfilment assets (non-current) {40.3) {24.7) (31.9) (22.8)
Cash generated from operations 185.4 (121.3) 285.2 434.2
Adjustments for free cash flows:
Income tax paid {15.5) (17.7) (8.8) (8.8}
Net interest paid (40.5) {40.1) (47.8) (47.7)
Net cash flows from operating activities 129.4 {179.1) 238.6 377.7
Purchase of property, plant and equipment 3.2 (18.9) (25.6) (36.1) (40.8}
Purchase of intangible assets 3.3 (32.5) (32.5) (42.7) (46.8}
Proceeds from sale of property, plant and equipment / intangible assets 0.1 0.1 10.5 13.5

Free cash flow 781 {237.1}) 170.3 303.8
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2,10 Cash flow information continued

2.10.2 Adjusted free cash flow and cash generated from operations

Cash generated/(used) by

Free cash flow operations

2021 2020 2021 2020

£m £m Em £m

Reported (237.1) 303.8 {(121.3) 434.2
Pension deficit contributions 155.5 29.5 155.5 29.5
Significant restructuring 68.6 64.1 68.6 64.1
fLitigation and claims 18.5 — 18.5 —
Business exits (41.2) (102.2) (49.7) (106.2)
Business exits - on hold disposal costs — 7.5 — 7.5
Non-recourse trade receivabies financing 9.7 (13.8) 8.7 (13.8)
VAT deferral 104.1 (118.8) 104.1 (118.8)
Qther — — —_ {1.5§
Adjusted 78.1 170.3 185.4 295.2

A reconciliation of pet cash flow to movement in nat debt is included in note 2.10.3.

Pension deficit contributions: in 2012, the Group established the Capita Sgotland (Pension) Limited Partnership (the ‘Partnership’) with the
Scheme, Under this arrangement, inteflectual property rights (IPR) in specific Group software ware transferred 1o the parinership and the rights
to use, develop and exploit this IPR was licensed back to the Group in return for an annual fee. The Scheme’s interest in the Partnership
antitles it 16 an annual distribution of £8.0im for 15 years fram inception. However, at 31 December 2020, the Scherne's interest in the
Partnership ceased and in return the Scheme received a spacial contribution of £50.1m in February 2021 (for 31 December 2020: distnbutions
of £8.0m were received).

th June 2021, the Group agreed a deficit racovery plan with the Trustee of the Capita Pension and Life Assurance Scheme (the “Scheme”)
following complation of the full actuariaf valuation as at 31 March 2020. The payments under the agreed recovery plan {otal £124m to be paid
between July 2021 and December 2023. In addition to this, the Group agreed to make additional, non-statutory, contributions of £15m each
year in 2024, 2025 and 2026 to meet a secondary funding target,

As part of the 2017 funding agreement, additional monthly contributions of £4 16m were triggerad from July 2020 until the 31 March 2020
valuation was finalised in June 2021, The Trustee Board and the Group agreed that these contributions would be paid into an escrow account
(instead of the scheme), with the escrow account being released to the schame later. The amounts heid in escrow at 31 December 2021
{£5.0m) are included in the pension deficit contributions figures above and are recognised within current other receivables in the consofidated
balance sheet.

During 2021, in addition ta the £5.0m held in escraw. the Group paid £145.7m {this includes the following main items: (1) £59m paid in
accordance with the June 2021 agreement, {ii) the special contribution received from ceasing interest in the Partnership (£50.1m as above) and
(i) contributions (£35.7m) agreed in November 2018 following completion of the full actuarial valuation as at 31 March 2017) to the Scheme
(2020: £38.8m including the distributions received from the Partnership (£8m as above)).

In addition, £4.8m in deficit contributions were paid to othar schemes that Capita participates in during 2021 (2020: £0.5m).
These payments have been excluded from adjusted cash flows because the Group treats them tike debt.

Significant restructuring: in April 2018, the Group announced a multi-year transtormation plan. in the period to 31 December 2021. a cash
outflow of £68.6m (2020: £64.1m) was incurred in relation to the cost of the transformation plan and restructuring costs relating to Capita's
previously announced cost reduction plan. The difference between the 2021 income statement charge of £148.3m and the cash flow of £88.6m
is principally the impairment of the new financial reporting system {£53.5m) and impairment of right of use assets arising on rationalisation of
the Group's property portfolio {£13.3m).

The cumulative significant restructuring cash outflows since the commencement of the group-wide transformation in 2018 is £385.4m, 2021 is
the final year of majar investmeants in the transformation plan where the costs are excluded from adjusted results. From 1 January 2022, any
residual restructuring will be recorded within adjusted results.

Litigation and claims: the Group settled a legal claim. that had heen fully provided for in a prior year and received an inrsurance settlement in
respact of the same claim. The claim was excluded from adjusted results when provided due 1o its historical nature and size. and accotdingly
the insurance receipt has also been excluded from adiusted results. In addition, the Group paid the cash glement of an agreed liabilily relating
to past services received under supplier software licence agreements which had been fully provided for in the prior year. This was excluded
from adjusted results because i related to services received in prior periads and is not reflective of current trading.

Business exits: the cash flows of businesses exiled, or in the pracess of being exited, and the proceeds from disposals, are disclosed outside
the adjusted results. Tha 2020 results have been restated for these businessas exited, or in the process of baing exited during 2021 to enable
comparability of the adjusted results.

Business exits - on hold disposal costs: these are costs incurred in respect of business exit activities where the anticipated disposal was put
on hold due to the impact that the Covid-19 pandemic had an the underlying businesses. They are excluded from the Greup's adjusted results
but disclosed separately given their materiality.

Non-recourse trade receivables financing: a Group non-recourse trade receivables financing facility was put in place to mitigate the risk of
customer receipts slippage resulting from the impact of the Cavid-19 pandemic. The amounts excluded from adjusted cash flows do not include
the Group's German business trade receivables financing facility as this was entered inta in the normai course of business.

VAT deferral: utilisation of the Government's VAT deferral scheme. Refer to note 2.6.4 for further details.
Qther: includes the cash flows reiated to other items excluded from adjusted profit.



Nates to the
consolidaied
fipancial statements

section 2: Hesults for the vear continued

2,10 Cash How information continued

2.10.3 Reconciliation of net cash flow to movement in net debt

Net debt at Cash flow Non-cash Net debt at
Year ended 31 December 2021 Note ! Janu?;rn! mweme'g“ms moveme;: ¥ “"“"’r"té‘,"rf
Cash, cash equivalents and overdraits 454 141.1 {43.6) 4.0 101.5
Other loan notes 4.5 {2.3) 1.0 — (1.3)
Credit facilities e (46.0) e {46.0)
Private placement loan notes’ 4.5 {765.1) 234.2 18.0 (512.9)
Cross-currency interest rate swaps' 4.5 §7.5 (19.7) {9.8) 28.0
Interest rate swaps' 4.5 0.5 —_— {0.5) —
Lease liabilitres 4.4 (508.1) 82.6 (22.9) (448.4)
Total net liabilities from financing activities (1,217.5) 252.1 {15.2) (980.6)
Deferred consideration 4.5 (0.7) — —_ (0.7)
Net debt 4.1.1 (1,077.1) 208.5 (11.2) {879.8)

1. The sum of thase Ilems &quates to the far value of the Group's private placement loan noto’s dabt of £484 9rm (2020: £707.1m). Cash flow movement n private placement loan notes

includes both repayment of private placement loan notes of £232.3m {2020 £242.9m} and finance arrangement cosls of £1.9m {2020: £0.5m).

2. Non-cash movement relates to” the effect of changes in foreign exchange an cash; fair value changes on the swaps: amortisation of loan notes 1ssue costs. amortisation of the discount an

the eura debl. and addilions and lerminatians and foreign exchange rate etfects an the Group's leases.

Net debt at Cash flow MNen-cash Net debt at
Year ended 31 December 2020 Note Mg mevemenn movemgn StDecempn
Cash, cash equivalents and overdrafts 4.5.4 119.3 27.2 {5.4) 1411
Other loan notes 4.5 (0.5) —_ {1.8) {2.3)
Private placement loan notes 4.5 (980.5) 243.4 (18.0) {765.1)
Cross-currency interest rate swaps 4.5 77.3 (24.5) 4.7 57.5
Interest rate swaps 4.5 1.0 —_ (0.5) 0.5
Lease liabilities 4.4 (562.8) 98.0 (43.5) (508.1)
Total net liabilities from financing activities (1,475.3) 316.9 (59.1) (1,217.5)
Deferred consideration 4.5 (0.7) —_ —— 0.7
Net debt 4.1.1 (1,356.7) 3441 (64.5) {1,077.1}
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Section 3: Operating assets and liabilities

This section shows the operating assets and liabilities used to generate the Group’s trading performance. Liabilities relating to
the Group's financing activities are contained in Section 4. Current tax and deferred tax assets and liabilities are shown in
note 2.6. Deferred income is shown in note 2.1,

In this section you will find disclosures about:

aAa Working capital
3.1.1 Trade and other recetvables
3.1.2 Trade and other payables
3.1.3 Contract fulfilment assets
3.2 Property, plant and equipment

A3 Intangible assets
34 Gaodwill

3.5 Right-of-use assets
3.6 Provisions

@ Denotes accounting policies

0 Denotes significant accounting judgements, estimates and assumptions

Key highlights

Year 0n vear

2021 2020 maovement

Note £m £m £m

Working capital 3.1 {502.8) {765.9) 263.1
Trade and other receivables 31 562.8 5731 {10.3)
Trade and other payables 312 {557.6) {658.6) 101.0
Deferred income 2.1 {794.7) {975.2) 180.5
Caontract fulfiiment assats 313 286.7 294.8 8.1)
Property, plant and equipment 3.2 129.0 157.2 (28.2)
Intangible assets 33 147.3 265.0 (117.7)
Goodwill 3.4 951.7 1,120.5 (168.8)
Right-of-use assets 3.5 287.8 3424 (54.2)
Provisions 3.8 {140.6) (124.4) {16.2)

The dacrease in trade and ather receivables is primarily driven by a reduction in trade receivables (£18.5m) and prepayments (£12.0m). The
reduction in trade receivable partiatiy reflects the classification of businesses as held-for-sale at year end. This was offset by an increase in
current contract fuffilment assets (£14.7m} as a result of timing differences.

During 2020 a non-recourse receivables facility was put in place to mitigate the risk of customer receipts slippage resuiting from the impact of
the Covid-19 pandemic. The outstanding invoices sold under this facility at 31 December 2021 was £3.9m (2020: £13.6m).

The decrease in trade and other payabies was primarily as a result of the repayment of VAT under the Governments VAT deferral scheme
{(£104.1m) and a reduction in the level of accruals (£21.4m). This was offset by increases in both trade payables (£22.6m) and other payabies
(£7.3m).

The decrease in deferred income was as a result of the normal reduction in deterred income balances as well as one-off releases on contract
terminations and moditications, partially offset by increases from advanced réceipts ang higher activity levels on contracts such as DFRP,
where cash has been received in 2021 in respect of transformation activity.

Contract fuitilment assets increased as a result of additions of £132.2m predominantly in Capita Public Service {E107.4m) an contracts
including DFRP, TfL - Road User & Emissions Charging and the Royal Navy training contract, This was offset by a utilisation of £83,9m mainly
within Capita Public Service (£49.7m) and Capita Experignce (£19.5m). as well as an impairment of £7.3m across a number of contracts.

Property, plant and aquipment decreased primarily as additions of £25.8m were offset by depreciation of £48.1m,

Intangible assets decreased primarily due to the impairment of a new finance reporting system as detailed in note 2.4 (£53.5m), amortisation of
£36.8m and the impact of £14.4m of assats transfarred to assets held for sale in respect of businesses being exited, which were offset by
£32.5m of additions relating primarily to investment in capitafised software,

Goodwill decreased primarily as a result of the disposal of AXELGS in the year (£85.7m). transfers to assets held for sale (£88.3m} in respect
of Secure Salutions and Services, the Specialist Insurance business and AMT Sybex, and impairment of the Travel cash generating unit in the
Capita Portfolio divigion {£11.5m).

The increase in provisions of £16.2m during the year was predominantly due to new pravisions totalling £116.2m with the largest increases
being restructuring provisions (£24.6m). legal provisions (£7.1m). additional customer contract provisions (£62.5m) and business exit provisions
(£8.3m). This was offset by releases and utllisations totalling £97.6m.
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Section 3: Operating assets and liabilities continued

2.1 Working capital
3.1.1 Trade and other receivables

@ Accounting policies

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

Impairment: For frade receivables. the Group 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. Where the carrying
amount of an asset exceeds its recoverable amount. the asset is considered impaired and is written down 10 its recoverable amaunt.

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

Derecognition: A financial asset (or. where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognised
{ie removed from the Group's consclidated balance sheet) when (i) the rights to receive the cash flows from the asset have expired: or, (i} the
Group has transferred its right to receive cash flows from the asset or has assumed an aobligation to pay the recewved cash flows in full without
material delay to a third party under a ‘pass-through’ arrangement; and aither (a) the Group has transferred substantially all the risk and
rewards of the asset: or, (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset. but has
ransferred contral of the asset.

Trade recevables that are sold without recourse are derecognised at the paint of sale when the risks and rewards of the receivables have been
fully transterred.

Accrued income: Accruad income in relation to contract assets is recegnised when payments received frem customers are less than the
revenue reccgnised by the reporting date,

Current Nan-current

2021 2020 2621 2020

£m £m fm £m

Trade receivables 232.0 250.5 — —
Other receivables’ 43.4 40,9 4.0 5.7
Current contract fulfilment assets? 23.7 9.0 — —
Accrued income 169.5 164.5 2.7 2.9
Prepayments 78.5 86.0 9.0 13.5
547.1 551.0 15.7 221

1. Other receivables includes £1.6m (2020 £4.1im) of accrued inlergst on cross-currensy INterost rate swaps.
2. Reter 1o note 3.1.3 for non-current cantract fulfiiment assets.

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

The Group's accrued income balances solely relate to revenue from contracts with customers. Movermnents in the accrued income balances
were driven by transactions entered into by the Group in the normal course of business during the year.

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

2021 2020

£m £m
At 1 January 11.3 4.9
Utilised (6.7) {479
Provided in the year 15.2 1.7
Business disposal — {0.6)
Transfer to disposat group assets held-tor-sale {0.4) —

At 31 December 19.4 11.3
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Section 3: Operating assels and tabilities continued

4.1 Working capital continued
There are no customars who represent more than 10% of the total balance of irade receivables.

Ageing of trade receivables 2052::1 zﬂizrg
Not due 203.3 2252
Overdue by less than three months 29.8 29.2
Qverdue betwesn three and six months 6.6 3.9
Overdue between six and twelve manths 11.4 3.5
Overdue more than twelve monihs 0.3 e
Allowance for doubtful debts (19.4) {11.3)

232.0 250.5

Non-recourse trade receivables facilities

The value of the autstanding invoices sold under non-recourse trade receivable facilities was £3.9m at 31 December 2021 (2020: £13.6m). The
costs of selling such invoices £0.6m (2020; £0.3m) was included in administrative expenses in the consalidated income statement.

3.1.2 Trade and other payables

Current Non-current

2021 2020 2021 2020

£m £m Em €m

Trade pavables 153.7 131.1 -— —
Other payables 26.7 22.8 113 7.9
Other taxes and social security 122.9 221.5 _— 10.9
Accruals 2389 259.6 4.1 4.8
542.2 635.0 15.4 23.6

Trade payables are non-interest bearing and are settled on terms agreed with the suppliers.
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Section 3: Operating assels and liabilities continued

3.1 Working capital continued

3.1.3 Contract fulfilment assets
@ Accounting policies

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

Contract fulfilment costs are divided into: {i} costs that give rise t0 an asset; and (if) costs that are expensead as incurred.

When determining the appropriate accounting treatment for sugh costs, the Group firstly considers any cther applicable standards. If those
other standards preciude capitalisation of a particular cost, then an asset is nat recognised under IFRS 15.

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

The Group has determined that, where the relevant specific criteria are met, the costs for (i) process mapping and design; (i) system
development; and (ifi} project management; are likely to gualily to be capitalised as contract fulfiiment assets.

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

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

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

Utilisation: The utilisation charge is included within cost of sales, The Group utilises contract fulfilment assets aver the expected contract
period on a systematic basis that mirrors the pattem in which the Group transfers control of the service to the customer.

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

Impairment: At each reporting data, the Group determines whether or not the contract fulfiiment assets are impaired by comparing the carrying
amount of the asset with the remaining amount of consideration that the Group expects to receive less the costs that relate to providing
sarvices under the relevant contract. In determining the estimated amount of consideration, the Group uses the same principles as it does to
determine the contract transaction price, except that any constraints used to reduce the transaction price are removed for the impairment tast.

a Significant accounting judgements, estimates and assumptions

Judgement is applied by the Group when determining what costs qualify to be capilafised in particular when considering whether these costs
are incremental and whan considering if costs generate or enhance resources to be used to satisfy future perfermance obligations and whether
costs are expected to be recoverable. For example, the Group considers which type of sales commissions are incremental ta the cost of
oblaining specific cantracts and the point in time when the costs will be capitalised. See nete 2,1 for further information.

Movements in nen-current contract fulfilment assets were as follows':

2021 2020

fm £m
At 1 January 204.8 275.8
Additions 132.2 1274
Transfer to assets held-for-sale (32.7) (3.9)
Impairment (7.3) {17.5)
Derecognition {16.6) (8.5)
Utilised during the year {83.9) (78.0)
Exchange mavamant 0.2 0.5
At 31 Decamber 286.7 2948

1. Rafer to nate 3.1.1 far current contract fulfiiment assets

impairment: In 2021, the Group reccgnised an impairment of £7.3m (2020:; £17.5m) in adjusted cost of sales, of which, £nil (2020: £2.0m)
relatas to contract fulfilment assets added during the year.

Derecognition: in 2021, £16.6m (2020: £9.5m) was derecognised primarily in relation to a contract in Capita Public Service due 10 agreed
reduction in scape of the contract and also contracts in Capita Experience where the scope of our services changed due to termination of
contracts and the Group had no further use for the assets. In 2020. the derecognition related to a contract in Capita Experience where the
scope of our services changed due to the parlial lermination of the contract and the Group had no further use for the assets.
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Section 3: Operating assets and liabilities continued

3.2 Property, plant and equipment
@ Accounting pelicies

Property, plant and equipment is staled at cost less accumnulated depreciation and any impairment in value.

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

« Freehold buildings and long leasehold property — up 1o 50 years.
« leasshold improvements — pericd of the lzase.
+ Plant and machinery — 3 to 10 years.

Impairment: The carrying values of property, plant and equipment are reviewed for impairment when evants or changes in circumstances
indicate that the carrying value may not be recoverable. If any such indication exists and where the carrying values exceed the estimated
recoverable amount, the assets are written down to their recoverable amount. The recoverable amount of property. plant and equipment is the
greater of net selling price and valua-in-use. In assessing valug-in-use, the estimated future cash flows are discounted to their present value
using a pre~-tax discount rate that refiects current markel assessments of the time value of meney and the risks specific 1o the asset. For an
asset that does not generate largely independent cash inflows. the recoverable amount is determined for the cash-generating unit 10 which the
assel belongs. Impairment losses are disclosed as administrative expenses in the consolidated income statement.

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

2021 2020
Leasehold Leasehold
improvements;, mprovements,
land and Plant and land and Flant and
bulldings machinery Total buildings machingry Tatal

£m £m £m m £m £m
Cost
At 1 January 103.3 183.2 296.5 118.1 206.6 324.7
Additions 8.1 17.5 256 21.0 19.8 40.8
Disposal of business e (0.8) {0.8) 0.7y 0.1) (0.8)
Oisposals — included in adjusted profit (1.6) (10.3) (11.9) (5.3) {14.8) (20.1)
Disposals — excluded from adjusted profit (0.8) {0.1) (0.9) (19.9) (14.4) (34.3)
Transfer to assets held-for-sate (0.1) {0.6) {0.7) (1.0) (11.8) 12.8)
Reclassifications — {(1.9) {1.9) (1.1) 7.8 6.7
Asset retirements (8.9) (25.8) {(34.7) (6.8) (1.4) (8.2)
Exchange movement (0.4) (2.1) {2.5) (1.0) 1.5 0.5
At 31 December 99.6 169.1 268.7 103.3 193.2 296.5
Depreciation and impairment
At 1 January 41.6 97.7 139.3 47.3 83.1 130.4
Depreciation charged in the year - included in adjusted profit 9.4 38.7 48.1 9.0 39.8 48.8
Depreciation charged in the year - included in business exits - 0.5 a.5 - 2.1 2.1
Disposal of business — {0.6) (0.6) {0.2) (0.1) (0.3)
Disposals — included In adjusted profit (1.3) {10.1) (11.4) (4.6) {12.3) {16.9)
Disposals — excluded from adjusted profit (0.8) (0.1) (0.9) (3.9) (14.3} (18.2)
Impairment ~ included in adjusted profit -— 0.8 0.8 1.2 2.2 3.4
Impairment — excluded from adjusted profit 0.6 0.5 141 — 6.9 6.9
Transfer to assets held-for-sale ©¢.1) (0.2} (0.3) 0.7 (8.8) (9.5)
Reciassifications — {6.4) {0.4) — — —
Asset retirements (8.9) {25.8) 34.7) 6.8) (t.4) (8.2)
Exchange movement — {1.8) {1.8) 0.3 .5 0.8
At 31 December 40.5 99.2 139.7 41.6 97.7 139.3
Net book value
Al 1 January 1.7 955 157.2 70.8 123.5 194.3
At 31 December 58,1 69.9 129.0 61.7 95.5 157.2

At 31 December 2021, amounts contracted for but not provided in the financial statements for the acquisition of property. plant and equipment
amounted 16 £3.6m (2020: £5.3m}, relating to building improvements on leased property.

During the year, the Group exited a number of properties and their related leasehold improvement assets were disposed of for no
consideration. Since these exits were part of the Greup wide transformation. the related charge was excluded from adjusted profit,
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Section 3 Operating assels and liabilities continued

3.3 Intangible assels
@ Accounting policies

Intangible assets acquired separately are capitalised at cost and those identified in a business acquisition are capitalised at fair value at the
date of acquisition. In the case of capitalised software development cosls, research expenditure is written off to the consolidated income
statement in the periad in which it is incurred. Development expenditure is similady written off until the Group is satisfied as to the technical,
commercial and financial viability of individual projects. Whera this condition is satisfled, the develepment expenditure is capitalised and
amortised over the period during which the Group is expected to benefit,

Following initial recogrition, the carrying amount of an intangible asset is its cost less any accumulated amortisation and any accumulated
impairment losses. The useful lives of intangible assets are assessed 1o be either finite or indefinite. There were no indefinite-iived assets in
2021 or 2020.

Amortisation: Amortisation is charged on assets with finite kves and is disclosed as an administrative expense in the consolidated income
statement, Following initial recognition, the carrying amount of an intangible asset is its cost less any accumulated amortisation and any
accumulated impairment losses. The amortisation method used reflects the expected pattern of consumption of future economic benefits and
generally amartised an a straight-line basis, the amoriisation periods used are as follows:

» Intangible assets acquired in business combinations — 1.5 to 20 years.

* Intangible assets purchased or internally capitalised — 3 to 20 years.
Impairment: Intangible assats with finite lives are only tested for impairment. either individually or at the cash-generating unit level, where there
is an indicator of impairment.

Derecognition: Intangible assets are derecognised upon disposal or when no future economic benefits are expected to arise from the
continued use of the asset (retirad). Any gain or loss arising on derecagnition of the asset, calculated as the difference between the net
disposal proceeds and the carrying value of the asset. is inciuded in the consolidated income staterment when the asset is derecognised.

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

@ Significant accounting judgements, estimates and assumptions

The assessment of cosis capitalised as intangible assets to generate future economic benefits: judgement is applied in assessing
whether costs incurred, both internal and external, will generate future economic benefits. Significant judgements and estimates are applied in
determining the carrying value of the assets. including assumptions made in respect of the status of tha programme each asset relates to.
Given the level of judgement and estimation involved in assessing future cash flows, it is reasonably possible that outcomes within the next
financial year may be different from management's assumptions and require a material adjustment to the carrying value of infangible assets.
The relative size of the Group's intangible assets, excluding goodwill, makes the judgements surrounding the estimated useful lives material to
the Group's financial position and performancs.
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Section 3: Operating assets and liabilities continued

3.3 Intanyible assels continued

2021 2020
Intangible Intargible
assels assels
acquired in Capitalised/ acquired in Capialised
husiness purchased busiriess purchased
cambinations software Total  combinations software Total
£m im £m £m £m £m

Cost
At 1 January 174.3 314.2 488.5 37t.0 363.0 734.0
Business disposal {61.3) {7.6) (68.9) — {3.5) (3.5)
Additions —_— 32.5 325 — 46.6 48.6
Disposals — included in adjusted profit — {3.5) (3.5) — (31.6) (31.8)
Disposals — excluded from adjustsd profit —_ {2.9) {2.9) — 2.0) 2.0)
Transfer 1o assets held-for-sale (6.8) (16.4) {23.2) — (46.0) (46.0}
Reclassifications —_ 1.9 1.9 — - —
Assat retirement {50.3) (94.8} (145.1) (202.9) (13.9 {216.8)
Exchange movement (0.5) {0.7) (1.2) 8.2 1.6 7.8
At 31 December 55.4 222.7 278.14 174.3 314.2 488.5
Amartisation and impairment
At 1 January 135.4 88.1 2235 286.9 82.9 379.8
Amortisation charged in the year - included in adjusted profit —_ 36.83 36.8 — 36.7 36.7
Amaortisation charged in the year - excluded from adjusted profit 12.¢ — 12.0 24.8 — 24.8
Amcrtisation charged in the year - included in business exits 4.9 4.0 8.9 7.5 5.6 1341
Impairment ~ included in adjusted profit - 21 21 — 0.1 0.1
Impairment — axcluded from adjusted profit _ 54.1 54.1 1.6 0.9 2.5
impairment - included in business exits -_— 2.5 2.5 — — —
Business disposal {46.5) (2.4) (48.9) — (0.3) (0.3)
Disposals — included in adjusted profit — (3.2) (3.2} - {21.9) (21.8)
Disposals — excluded from adjustad profit — (2.9) (2.9) — {0.4) (0.4)
Transfer to assets held-for-sale {5.7) 3.1 (8.8) — (1.8) {1.6)
Raclassifications - 0.4 0.4 — — —
Asset retirement (50.3) {94.8) (145.1) {202.9) {13.9) {216.8)
Exchange movement (0.2) (0.4) (0.6) 7.5 — 7.5
At 31 December 49.6 81.2 130.8 135.4 88.1 2235
Net book value
At 1 January 38.9 226.1 265.0 74.1 280.1 354.2
At 31 December 5.8 141.5 147.3 389 226.1 265.0

Intangible assets acquired in husiness combinations include brands (net book vaiue 2021: £nil. 2020: £2.6m), Intellectual Property scftware and
licences (net book value 2021: £nil, 2020: £20.9m). contraclts and committed sales (net book value 2021: £3.3m, 2020: £7.7m) and clients lists
and relationships (net book value 2021; £2.5m, 2020: £7.7m). Intangible assets capitalised or purchased include capitalised scftware
development (net book value 2021: £120.7m, 2020: £184.0m) and purchased software {net book value 2021 £20.8m, 2020 £42.1rn).

Impairment - excluded from adjusted profit includes £53.5m in respect of areas of a new financial reporting system invested in as part of the
finance transformation that are no longer expected to be used. Refer to the Chief Financial Officer's review in the strategic report for delails.
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Section 3: Operating assets and liabilities continued

3.4 Goodwill

@ Accounting policies

Following initial recognition, goodwill 18 stated at cost less any accumulated impairment losses. Goodwill is reviewed for impairment annually or
mare frequently if events aor changes in circumstances indicate that the carrying value may be impaired. Goodwill arising on acquisitions prior to

31 December 1997 remains set off directly against reservas and does not get recycled through the consolidated income statement.

At the acquisition date, any goodwill acquired is allocated to the cash-generating units (CGU) which are expected to benefit from the

combination’'s synergies, Impairment is determined by assessing the recoverable amount of the GGU to which the goodwill relates. Where the
recoverable amount of the CGU 1s less than the carrying amount, an impairmant loss is recognised. Whare goodwill farms part of a CGU and

part of the operaticn within that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of
the operation whan determining the gain or loss on disposal of the cperation. Goodwill disposed of in these circumstances is measured on the

basis of the relative values of the operation disposed of and the portion of the CGU retained.

Acquisitions and disposals of non-gentrotling interests that do net resuit in a change of control are accounted for as transactions with owners in
their capacity as owners and therefore no goodwill is recognised as a result of such transactions, The adjustments to non-contralling interests

are based on a proportionate amount of the net assets of the subsidiary. Any difference between the price paid or received and the amount by
which non-cantrolling interests are adjustad is recognised directly in equity and attributed to the owners of the Parent company.

Priar to the adoption of IAS 27 (Amended), goodwill was recognised on the acquisition of nan-controlling interests in a subsidiary. which

representad the excess of the cost of the additional investment cver the carrying amount of the interest in the net assets acquired at the date of

the transaction.

o Significant accounting judgements, estimates and assumptions

Measurement and impairment of goodwill: the amount of goodwill initially recaognised as a result of a business combination is dependent on
the allocation of the purchase price to the fair value of the identifiable assets acquired and the liabilities assumed. The determination of the fair
value of the assets and liabiiities is based. to a considerable extent, on management’s judgermnent. Allocation of the purchase price affects the
results of the Group because finite lived intangible assets are amortised. The Group determines whether goodwill is impaired on an annual
basis, or more frequently if required, and this requires an estimation of the recoverabla amount of the CGUSs to which the intangible assets are

allocated utilising an estimation of future cash flows and choosing & suitable discount rate. Uncertainties around the on-going impact of

Covid-19 and associated economic recovery have bean considered and given the level of judgement and estimation involved in assessing
future cash flows, it is reasonably possible that outcomes within the next financial year may be different from management's assumptions and

require a material adjustment to the carrying value ot goodwill.

2021 2020
£m £m

Cost
At 1 January 1,918.5 2,016.1
Business disposal {65.7) (52.4)
Transfer to disposal group assets held-for-sale (177.3) (45.3)
Exchange movement 1.3 0.1
At 31 December 1,676.8 1.918.5
Accumulated impairment
At 1 January 798.0 838.3
Business disposal — {40.3}
Transfer to disposal group assets held-for-sale {89.0) e
Impairment — exciuded from adjusted profit 115 —
Impairment — included in business exits 4.6 —
At 31 December 725.1 798.0
Net book value
At 1 January 1,120.5 1,177.8
At 31 December 951.7 1,120.5
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Section 3: Operating assets and liabilities continued

3.4 Goodwill continued

Cash-generating units
As announced in March 2021, the Group has put in place a new crganisational structure effective from August 2021 comprising two core
divisions, Capita Public Service and Capita Experience. and a third division holding our non-core assets, Capita Portiolio.

Following this reorganisation, the Group has reviewed the historical assessment of CGls and the allecation of goodwill. Reflecting the way
management now exercises oversight and monitors the Group's performance, the Board concluded that the lowest tevel at which goodwill is
monitored is at the divisional level for Capita Public Service and Capita Experience. and at a sub-divisional levet for Capita Porttolio, and
goadwill has been reallocated to these new CGUs or group of CGUs. Where possible, goodwill was reallocated 1o the new CGUSs by
transferring the goodwill balance created on acquisition of the business to the CGU in which the business now primarily resides under the new
organisational structure. in somea cases it was not possible 1o clearly delermine a singie CGU in which the acquired business now primarily
resides. and in thase instances the goodwill was apportioned io the new GG Us using an allocation method that best reflected the goodwil!
associated with the reorganised units. As at 31 December 2021 the Group has nine CGUs or groups of CGUs for the purpose of impairment
testing of goodwill, The opening goodwill balance as at 1 January 2021 has been reallocaled for comparable purposes.

Catrrying amount of goodwill allocated to groups of CGUs:

Capita Portialio

gig;}g Capita Buysiness

Service Experience Paople Saftware Property Salutions Technalogy Yravel Qther’ Total
CGU £m £m £m £m £m m £m £m £m £m
At 1 January 2848 218.9 106.5 94.7 826 32.8 102.8 80.2 117.8 11205
Business disposals — — — —_ — —_ —_ s (65.7) (65.7)
Transfer to assets held-for-sale — — — (51.4) — — — — (36.9) (88.3)
Impairment — — —_ _— — - — {(11.5) - (11.5)
Impairment — business exits — —_ - (4.6) — — — —_ — (4.6)
Exchange movemeant — 1.3 — — - — — _ — 1.3
At 31 December 284.6 220.2 106.5 38.7 826 32,6 102.8 68.7 15.0 851.7

1. Qther group of CGUs ncludes other businesses that have been dispasad of or trahsferred to held far sale during the year and ths Fera CGU.

Business exits

As set out in note 2.8, three businesses were fully disposed of during the year. Goodwill relating to two of these businesses had been
reciassified to disposal group assets held-for-sale at 31 December 2020. Goodwill relating e the third disposal is included within the Other
group of CGUs as at 1 January 2021, and derecognisad as part of business disposals.

Three additional businesses within Capita Portfolio (within the Software GGU and Other group of CGUs) that the Group has or intends to
dispose of in 2022 met the criteria to be treated as held-for-sale at 31 December 2021, with goodwill relating to these businesses reclassitied to
disposal group assets held-for-sale.

One business within the Software CGU met the criteria ta be treated as a business exit at 31 December 2021, Goodwill relating to this business
has beep impaired within business exits,

The impairment test

The Group's impairment lest compares the carrying value of each CGU with its recoverable amount. The recoverable amount of a GGU is the
higher of fair value iass cost of disposal, and its value in use. As described in the stralegic repont, 2021 marked the culmination of the Group's
multi-year transformation programme. The recoverable amount of each group of CGUs has therefore been calculated using value in use (being
the present value of future cash flows for each CGU) with the exception of the Technolegy CGU (representing the Trustmargue business)
where, as set out in note 8.3, the fair value less cost to sell was readily determinable and has instead been used. The fair value of the
Technology CGU is based on the disposal proceeds expected to be received an completion of the Trustmarque disposal, and is categorised as
lLevel 3 in the fair value hierarchy of IFRS 13,

In undertaking the annual impairment review, the diractors considered both internal and external saurces af inlormation, and any observable
indications that may suggest that the carrying value of goodwill may be impaired. This included a comparison with the Group's share price and
market capitalisation.

As at 31 December 2021, the estimated recoverable amount of each CGLU exceeded its respective carrying value, except for the Travel CGU
where a goodwill impairmant of £11.5m was recognised. Following the crganisational restructure in 2021 this is the first year that the Group's
Travel business is a stang-alone CGU for impairment testing purposes. In 2020 it formed pan of the Specialist Services group of CGUs. The
goodwill impairment was primarily driven by the continuing impact of Covid-13 an the travel industry. which is refiected in the recovery
assumptions applied to the CGU’s near-term business plans, as well as the increase in comparable companies’ discount rates.

The key inputs to the calculations are described below. including changes in market conditions.

Forecast cash flows
The cash flow projections prepared for the impairment test are darived from the 2022-2024 business plans (BP) approved by the Board.

Covid-19 and the associated recovery continued to introduce unprecedented economic uncertainties and has led to increased judgement
particularly in forecasting future financial performance.

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

The Board has considered an appropriate methodology to apply when allocating central function costs, which is a key sensitivity. The
methodalogy applied for the 2021 impairment test was aligned to that applied in reporting segmental performance (refer fo note 2.5). The
remaining costs of the Capita plc segment are allocated based on 2022 EBITDA representing the first year of business post transformation.

The long-term growth rate is based on economic growth farecasts by recognised hodies and this been applied to forecast cash flows for years
four and five {2025 and 2026) and for the terminal period. Thea 2021 long-term growth rate is 1.7° (2020: 1.6%%).
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Section 3: Operating asseis and liabilities continued

3.4 Goodwili continued

Discount rates
Management estimates discount rates using pre-tax rates that reflact the latest market assumptions for the risk-free rate. the equity risk

premium and the net cost of debt, which are all based on publicly available external sources.

The table below represents the pre-tax discount rates used on the gash flows for 2021. The 2020 rates have ncl been reporied due to the CGU
restructure in the second half of 2021.

Capta Portfolio

Capa Pubiic Capita Business
Servce Expeneance Poaple Software Froperty Saluhons Technology Travel Qther
2021 13.0% 11.6% 12.4% 12.8% 13.2% 13.3% 13.2% 15.7% 11.9%

Sensitivity analysis

The impairment testing as described is reliant on the accuracy of management’s forecasts and the assumptions that undertie them; and on the
selection of the disceunt and growth rates to be applied. To gauge the sensitivity of the result to a change in any one, or combination of the
assumptions that underiie the model, a number of scenarios were developed to identify the range of reasonably possible alternatives and
measure which CGUs are the most susceptitle 1o an impairment should the assumptions used be varied.

The table below shows the additional impairment reguired (with all other variables being equal) by: an increase in discount rate of 1%, or a
decrease of 1% in the long-term growth rate (for the terminal period) for the Group in total and each of the CGUs; or, by the severe but
plausible downsides applied to the base-case projections for assessing going concern and viability, without mitigations, for 2022 to 2024, and
the long-term growth rate (1.7%) applied to projected cash flows for 2025, 2026, and the terminal period. We have alsa considered the impact
of all of the scenarios together, which is also a reasonable possible altemative.

1% increase in Long-term growth rate Severe but plausible Combination

discount rate decrease hy 1% downside sensitivity

£m £m £m £m

Capita Public Service — — — —
Capita Experience — — (37.5) (88.9)
Capita Porifolio - People — — (22.0) {34.1)
Capita Pertfolio - Software — — — —
Capita Portfolio - Praperty — — {6.4) {16.0)
Capita Portfolio - Business Solutions — - - -
Capita Portiolio - Travel (4.9) (3.1) (12.4) {18.6)
Capita Pertiolio - Qther — — — —
Total (4.9) (3.1) (78.3) (157.6)

Under the combination sensitivity scenario, an increase in impairment for Travel and impairments in relation to Experience. People and
Property CGUs have been highlighted. Whereas under the base case impairment test the recoverable amount exceeded the carrying amount
of assets (including goodwill) relating to these CGUs by £174.9m for Experience, £10.6m for People and £10.2m for Property.

Management continue to manitor closely the performance of all CGUs and consider the impact of any changes to the key assumptions. Given
trading is still baing affected by the continued recovery from Covid-19, there is a greater range of potential future outcomes. A number of these
downsides would give rise to an impairment.
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Section 3: Gperating assets and liabilities continued

3.5 RBight-of-use assels
@ Accounting policies

At the inception of the lease, the Graug recognises a right-of-use asset at cost, which comprises the present value of minimum future lease
payments determined at the inception of the lease. Right-of-use assets are depreciated using the straight-line method over the sharter of
estimated life ar the [ease term. Depreciation is included within administrative expenses in the consolidated income statement. Amendment to
lease terms rasulting in a change in payments or the length of the lease results in an adjustment to the right-af-use asset and corréspanding
lease liability. Right-of-use assets are reviewed for impairment when events or changes in circumstances indicate the carrying value may not
be fully recoverable.

Right-of-uses assets exclude leases with low values and terms of twelve months or less. These leases are expensed to the consolidated
income statement as incurred.

Property  Motor vehicles Equipment Total
Net Baok Value fan om m £m
At 1 January 2020 445.0 4.3 30.6 480.9
Addition of new leases 11.3 7.9 0.1 29.3
Depreciation charged during the year (68.2} (5.1} (13.8} (88.2)
Impairment - excluded from adjusted profit {20.1) — 2.1} (22.2)
Transfer to disposal group assets held-for-sale (4.5) e — (4.5)
Transter to financial lease receivables {68.0} e — (68.0)
Exchange movement 0.5 0.1) (0.4) —
Other movements 14.0 (0.1) 0.9 14.8
At 31 December 2020 310.0 16.9 15.2 3421
Addition of new leases 18.2 4.2 — 22.4
Depreciation charged during the year (55.1) {6.5) {6.6) (68.2)
Impairment - excluded from adjusted profit {13.0) —_— (0.3) (13.3)
Disposal {2.2) - {(1.0) (3.2)
Exchange movement {1.7} 0.4 - (1.3}
Other movemeanis 9.4 0.4 (0.4) 9.4
At 31 December 2027 265.6 15.4 59 287.9

Other movements include amendments 1o existing leases and terminations.
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Section 3: Operating assets and liabilities continued

3.6 Provisions

@ Accounting policies

Provisions are recognised when the Group has a present tegal or constructive obligation arising from past events. 111s probable that cash wilt
be paid to settle it, and the amount can be estimated reliably. If the effect of the time value of money is material. provisions are determined by
discounting the expected future cash flows by a rate that reflects current market assessments of the time value of money and the risks specific
to the liabikity. The unwinding of the discount is recognised as a financing cost in the consolidated income statement. The value of the provision
is delermined based on assumptions and estimates in relation to the amount. timing and likelthood of actual cash flows, which are dependent
on future events.

@ Significant accounting judgements, estimates and assumptions

Judgement is requirad in measuring and recognising provisions related to panding litigation or other outstanding claims subject 10 negotiated
setllement, mediation and arbitration, as well as olher contingent fabilities. Judgement is necessary in assessing the likelihood that a pending
claim will succeed. or a liability will arise, and to quantify the possible range of the financial settlement. Because of the inherent uncenainty in
this evaluation process, aciual losses may be different from the originally estimated provision. Where practicabie, the range of reasonably
possiple outcomes and sensitivities of the carrying amounts to the methedology, assumptions. and estimates, the reason for the sensitivity, the
expected resolution of uncertainties and the range of reasonable possible alternatives, are provided. Where no reliable basis of estimation can
be made. no provision is recorded. Mowever, contingent liabilities disclosures are given when there is a greater than a remote prebability of
outflow of economic benefits. See note 6.2. On an ongoing basis. management monitor provisions and their accurate estimation when
comparad to final outcomes.

Onerous contract provisions
See note 2.1 for further information.

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

Claim and Customer
Hestructuning Business exit litigatian Property cantract Other

provision prevision previsian provision provision PIOVISIONS Total

£m £m £m £m £m £m £m

At 1 January 13.5 15.3 417 8.7 38.1 71 124.4
Reclassitications 0.2 — — 0.8 0.1 {1.1) e
Provisions in the year 24.8 8.3 7.1 4.0 62.5 9.7 116.2
Releases in the year (1.6) (5.4) {6.2) (3.4) (9.1) {1.8) (27.5)
Utilisation {11.1) {16.7) (29.4) (0.4} {6.9) (5.5) {76.1)
Transfer to disposal group iiabilities held-for-sale — — - - — 2.4) (2.4)
At 31 December 25.6 1.5 13.2 9.7 84.7 5.9 140.6

The provisions made above have been shown as current or non-current on the balance sheet to indicate the Group’s expected timing of the
matters reaching conclusion.

Restructuring provision. the provision represents the cost of reducing headcount where communication to affected employees has
crystallised a valid expectation that roles are at risk and it is likely to unwind over a period of one 1o two years. Additionally, it relates to
unavoidable running costs of leasehold properties, such as insurance and security, and dilapidation provision, where properties are exited as a
result of the transtormation plan, These provisions are likely to unwind over periods of up to 25 years.

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

Claims and litigation provision: the Group is exposed 1o claims and litigation proceedings arising in the ordinary course of business. These
matters are reassessed regularly and where obligations are probable and estimable, provisions are made representing the Group's best
estimate of the expenditure to be incurred, Due to the nature of the remaining claims. the Group cannot give an estimate of the period over
which this provision will unwind.

Property provision: tha provision relates to unavoidable running costs, such as insurance and security, of leasehold properly where the space
is vacant or currently not planned to be used for ongoing operations, and far dilapidation costs, as part of the ordinary course of business and
not the Group wide transformation plan {where such costs are included in the restructuring provision}. The expectation is that this expenditure
will be incurred over the remaining petiods of the leases which vary up to two years.

Customer contract provision: the provision includes onerous contract provisions in respeact of customer contracts where the unavoidable
costs of meeting the obligations under the contracts exceeds the economic benefits expected to be received under them. claims/obligations
associated with missed milestones in contractual obligations, and other potential exposures related to contracts with custamers. These
provisions are forecast to unwind over periods up 1o six years.

The customer contract provision includes £54.5m in respect of coniracts in Capita Experience. The new corporate structure has simplified
internal reporting, which has highlighted those businesses that represent a drag on the Group cash resources. This includes the Life &
Pensions business that provides outsourced administration services for the associated closed pension becks which we main on behalf of
clients.
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Section 3: Operating assets and labilities continued

3.6 Provisions ¢continued

The Giroup has highlighted in prior reporting the structural challenges assoclated with the closed book Life & Pensions contracts. These
provided for upfront cash inflows to support initia) transformation activities with a much lower level of cash inflow once the transformation phase
was completed. Under the Graup's lang-term contract accounting policy (see note 2.1}, the cash flow profile of these contracts has resulted in
deferral of profit into future years which is not backed by net cash flows (because the relevant cash receipts arose n the early years of contract
exscution). Additionally, some of the contracts contain evergreen clauses allowing the customers to exiend the contracts indefinitely until the
run-off of the underiying pension bocks is complete.

The Life & Pensians business has remained in structural decline as some customers, with legacy [T systems, have swilched o suppliers who
can provide a single digital platform for alf their baoks. The Group has sought to drive efficiancies to mitigate this fail off in volumes, while
supparting customers wha have selected new autsource praviders or taken the activities back in-house.

The closed books and contractual dynamics have led (o onerous conditions to service these contracts. The Board has been required to assass
the likely length of the remaining contiacts, given the pattern and experience of contract tesminations while also racogniaing the evergreen
clauses. Accordingly, management has in prior years provided for the oneraus contract conditions based on the best estimate of the remaining
contract terms. The contingent liability note has highlighted that should the contracts end earlier or extend for longer this may result in a
material reducticn or increase in the pravision recorded.

During 2021, the Group has continued to support a major customer on the transfer of services to another supplier. This is taking significantly
fonger than initialiy expected. Management has reassessead the lifetime estimate to inciude nat only the onerous gontract terms but alsa the
period and likely costs to support the final handover of services. This assessment has extended across all contracts that contain evergreen
clauses, including those where there are ongoing discussions regarding eithear termination or transfer of services.

This reassessment. reflecting the developments in the latter half of 2021, provides cover far contracts to extend out to 2026. This has resulted
in an increase to the contract provision af £38.5m which has been reported as an adjusting item. In prior years the financial impacis of such
contract judgements have nat begen shown as adjusting ilems as they were cansidered to be normal course of business, not material in the
context of the Group results and not associated with the translarmation plan. However, due to the quantum of the charge arising from the 2021
reassessment, the Board consider it appropriate to separately disclose this as an adjusted item 10 highlight the impact on the results in the
period.

Other provisions: relates to provisions in respact of other potential exposures arising due te the nature of same of the operations that the

Group provides which are immaterial on an individual basis. This includes pravision for regulatory audits, employee related matters and related
professional fees which are not included within the restructuring provision. These are likely to unwind aver periods of up 10 five years.
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Section 4: Capital structure and finance costs

This section outlines the Group’s capital structure and financing costs. The Group defines its capital structure as its cash and
cash equivalents, non-current interest bearing loans and borrowings and equity. The Group aims to manage its capital structure to
safeguard the Group’s ability to continue as a going concern, so that it can continue to provide returns to shareholders and
benefits for other stakeholders. The Group manages its capital structure to maintain a sustainable mix of debt and equity that
ensures that the Group can pursue its strategy. The Group makes adjustments to its capital structure in light of changes in
economic conditions and strategic operational risk. To maintain or adjust the capilal siructure, the Group may return capital to
shareholders through dividends and share buy backs, sell assets, raise additional equity, or arrange additional debt facilities. In
this section you will find disclosures about:

4.1 Net debt, capital and capital management

4.2 Financial risk

4.3 Net finance costs

4.4 Leases

4.5 Financial instruments and the fair value higrarchy
4.6 Issued share capital

4.7 Group composition and non-controlling interests

@ Denotes accounting policies

@ Denotes significant accounting judgements, estimates and assumptions
Key highlights

Headline gearing® headline net debt to adjusted EBITDA' (post IFRS 16) Available liquidity

Aim: Maintain the ratio of headline net debt to adjusted EBITDA’ (post IFBS 16)
in the range of 1.7x and 2.7x aver the long term

2.7X £362.4m

{2020: 3.1x) (2020: £708.6m)

1. Detalls of all alternative performance measures and related KPls can be found in section 8 2.
2. Headline geanng differs ta covenant gearng. Headline geanng 1s based on net dabt of £879.8m (2020 £1.077.1m). which includes the Group's restricted cash of £54.8m (2020 £34.5m).

Refer to section 8.2 for furthar details.

Capital strategy
The Group’s capital strategy is to build a strong and flexible balance sheet, supporting the strategy and the investment needed 10 grow the

business and reducing pension liabilities.

The Board has not formally updaled its view of the appropriate leverage ratio over the medium term. The target is between 1.7 and 2.7 times
headline net debt {0 adjusted EBITDA (post IFRS 18) (refer ta note 8.2). This is equivalent to the previously stated range of between 1.0 and
2.0 times. pre-IFAS 16. At 31 December 2021, the Group’s headline gearing ratio was 2.7 times (2020: 3.1 times) post IFRS 16.

Liquidity

Available liquidity at 37 December 2021 was £392.4m (31 December 2020 £708.6m). During 2021 net debt (excluding leases and restricted
cash) reduced by £117.3m from £603.5m 1o £486.2m. Liquidity remains a key area of focus. The Group's committed bank facilities provide
liquidity for the cash fluctuations of the business cycle and an allowance for contingencies. In June 2021, we sigred a £300m forward start
revolving credit facility (RCF) with our lending banks for the twelve months to August 2023, The new facility will start upon the expiry of the
current BCF in August 2022, We are reducing the size of the RCF over time as our liquidity reguirement diminishes and we continue the
exacution of the disposal programme. The RGF was £40m drawn at 31 December 2021 out of a total committed value of £385.7m. Following
the disposal receipts in early January, the drawing was repaid and the commitmant reduced to £377.5m.

A sustainability companent has been included In the new facility that can adjust the margin by up to five basis paints conditional upon achieving
agreed ESG KPls. One of these KPIs has been achieved and as a result a slight reduction in the facility margin is anticipated in August 2022.

In March 2022 the Group exacuted with one of its relationship banks a committed backstop bridge facility. The facility prevides £70m of

additionat liguidity and it incorporates provisions such that it will be cancelied or will partially reduce in quantum as a consequence of specified
transactions, including on completion of the announced disposal of Trustmarque. The committed facifity has an expiry date of 31 August 2023
with an option for a further one year exiansion at the option of the lender. The facility is subject to covenants, which are the same as the RCF.

Finally. at 31 December 2020, £150m in similar committed bank backstop bridge facilities were in place. These were cancelled on 1 February
2021 on receipt of disposal proceeds.

Net finance costs
Net finance costs have decreased by £2.7m to £46.9m (2020: £49.6m). The redugtion is primarily due to less interest on debt as a result of the
debt maturities offset in part by an increase in the coupon payable under cerain loan notes {£2.7m). There was also a reduction in the net

interest on leases (£4.4m) and a £1.1m decrease in a provision for hedge ineffectiveness.
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Section 4: Capital structure and financing costs continued

4.1 Net debl. capital and capital management

4.1.1 Net debt and capital
The companents of the Group's net debt and undrawn available liquidity are summarised below.

Yaar on

2021 2020 year

Nates £m £m mavament

Cash and cash equivalents 4.5.4 {333.4)y  (473.8) 140.4
Cverdraft 454 231.9 332.7 {100.8)
Lease liabilities 4.4.1 448.4 508.1 (58.7}
Private placement loan notes’ 452 812.9 7651 (252.2)
Credit facilities? 46.0 — 46.0
Giher loan notes 4.52 1.3 2.3 {1.0)
Currency and interest rate swaps 452 (28.0) {58.0) 30.0
Deferred consideration 4.5.2 0.7 07 —
Net debt 879.8 1,077 {187.3)
Undrawn available financing facilities 4.5.2b 345.7 602.0 (256.3)
Capital 41,2255 16791 (453.8)

1. Private placement loan notes include US dallar and Britsh pound sterling private placement loan notes, eura hixed rate beaier nates and a Schuldsehain loan.
2, Gredit faclives includes £40.0m drawing on the RCF,
A recenciliation of net debt shown above to cash flow can be found in note 2.10.3.

The overdrafts are part of a cash paoling arrangement, and the underlying balances can be fully offset by cash balances in the same
arrangement.

Private placement loan notes decreasad following the repayment at maturity of £178.9m on 19 and 26 July and £49.8m on 27 October. The
associated currency and interest rate swaps also expired on these dates, such that the combined net cash outflow was £209.9m. The fair value
of the remaining currency and interest rate swaps changed over the year with the passage of time to maturity and changes in market rates.
Finally, a further £2.6m was prepaid in August 2021 arising from the replacement of the EUR fixed rate note due November 2022 with an
equivalent note Lo facilitate the Group’s disposal programme.

There are two separate sets of covenant tests underying the Group's financial instruments. A key differance is the treatment of IFRS 16. The
pank facilities and eure instruments fully exclude the impact of IFRS 16 whereas the US private placement loan notes test includes the income
statement impact of IFRS 16 but not the balance sheet impact.

Under the test for the bank and eurs instrurments, at 31 December 2021, adjusted net debt to adjusted EBITDA ratic was 2.0x (2020; 2.5x)
compared 1o a maximum permitted valua of 3.5x and annualised interest cover was 9.6x {2020: 7.8x) compared 10 a minimum permitted level
of 4.0x,

Under the test for the US private placement Joan notes, at 31 December 2021, adjusted net debt to adjusted EBITOA ratio was 1.5x
(2020 1.8x) compared to a maximum permitted value of 3.0x and annualised interest cover was 9.9x (2020: 8.5x} compared to a minimum
permitted level of 4.0x.

In calculating adjusted EBITDA for cavenant purposes consideration is given to consistency of treatment of adjusted ilems with the prior
measurement dates, including the exclusion of restructuring.

4.1.2 Capital Management

Focus on capital management forms an important component of Baard meetings, including review of forecast headline gearing and key
covenant tests, and the mix of funaing sources, thereby ensuring sustainability and flexibility. Shareholder returns will be reviewed over time in
accordance with the Group's generation of sustainable free cash flow.

The Group's capital management pracess ensures that it meets the financial covenants of its borrowing arrangements. There have been no
breaches in the financial covenants of any loans or borrowings during the reporting period.

Capita plc supports the obligaticns of its various regulated financial services businesses. The board of each regulated firm is responsible tor
ansuring it has embedded capital management frameworks that ensure the availability of adeguate financial resources at all times. With the
axception of one isclated breach at Pay 360 Limited. each complied with all externally imposed financial services regulatory capital
requirements applicable to them. The requlatory capital breach at Pay 360 Limitad was addressed as soon as it was identified in February 2021
and did not result in a fina.

The committed RCF provides the liquidity needed to cover the cash fluctuations of the buainess cycle. allowing a bufter for contingencies.

The Group has in place a non-reqourse invoice discounting facility and the value of invoices sold under the arrangement at 31 December 2021
was £3.9m (2020 £13.6m). In addition, the Group’s Garman business uses an inveice discounting arrangement relating to a specific customer
contract. and the value of invoices sold under that arrangement at 31 December 2021 wag £12.5m (2020: £8.5m).

The Groug aims to pay its suppliers on time in accordance with agreed terms.



Notes to the
consalidated
financiat stalemonis

Section 4: Capital structure and financing costs continued

4.2 Financial risk

Financial risk management objectives and paolicies

The Group’s Board of directors has overall responsibility for the establishment and oversight of the Group's risk management framewark, which
is outlined on pages 53 1o 61 of the strategic report. The Group's principal financial instruments comprise cash, bank loans. private placement
loan nates, lease assets and liabilities, and derivatives. The purpose of these is to fund and provide liquidity tor the Group's operations and to
manage its financial risks. The Group has various other financial instruments including trade receivables and trade payables arising from its
operations.

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

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

4.2.1 Liquidity risk
The Group's policy is to hald ¢ash and undrawn committed facilities at a level sufficient to fund the Group's operations and its medium-term
plans.

The Group monitors the nsk of a liquidity shortage through its business plan and liquidity cycle forecasts and analysis. The process considers
the maturity of bath the Group's financial instruments, projected cash flows from operations and an allowance for contingencies. The Group
maintains a balance petween continuity of funding and flaxibility through the use or availability of multiple sources of funding. Maturing private
placement loan notes will continue to place the Group's liquidity under pressure during 2022. The Group plans to address this through its
ongeing programme of disposal of additional non-care businesses and refinancing.

Committed bank facilities provide liquidity for the cash fluctuations. The Group does not rely on sources of funding that are not contractually
committed. The bank facilities and private placement loan notes all include provisions that would require repayment in the event of a change of
control, which are typical of these arrangements.

The current RCF expires on 31 August 2022 and a Forward Start RCF is in place which will cover the year to 31 August 2023. The RCF was
£40.0m drawn at 31 December 2021 (31 December 2020: undrawn).

In March 2022 the Group executad with one of its relationship banks a committed backstap bridge facility. The facifity provides £70m of
additional liquidity and it incorporates provisions such that it will be cancelled or will partially reduce in quantum as a consequence of specified
transactions, including on the compiation of the announced disposal of Trustmarque. The committed facility has an expiry date of 31 August
2023 with an optior. by the lender, for a further one year extension, The facility is subject to covenants, which are the same as the RCF.

Finally. at 31 December 2020, £150m in similar committed bank backstop bridge facilities were In place. These wera cancelled on 1 February
2021 on receipt of disposal proceeds.

The financial instruments providing core funding (private placemeant loan notes) include US private placement loan nates, eurc fixed rate bearer
notes, and a eurc Schuldschein loan. To mitigata the risk of needing to refinance in challenging conditions, these have been arranged with a
spread of maturities to November 2027,

The tables below summarise the maturity profile of the Group’s financial liabilities based on contractual undiscounted payments. All balances
are stated based on the prevailing foreign exchange rates and the contractual interest rates at the end of the reporting period. In accordance
with IFRS 7. payments but not receipts are stated for cross-currency intarest rate swaps.

Within Between Between Between Between More than

1 year 1-2 years 2-3 yaars 34 years 4-5 years 5 years Total
At 31 December 2021 £m £m £m £m £m £m £m
Overdraft 231.9 — —_ —_— — — 2318
Credit facilities 46.0 s —_ — — —_— 46.0
Private placement loan notes 226.9 69.8 —_ 84.6 32.9 94.6 508.8
Interest on loan notes 5.3 9.2 7.6 6.0 4.5 2.6 45,2
Lease liahilities 82.8 73.0 §1.8 46.6 38.1 322.2 624.5
Deterred consideration —_ — — _ — 0.7 0.7
Put aptions of non-controlling interests 8.6 — — — — — 8.6
Cross-currency interest rate swaps 0.6 0.7 0.4 04 0.4 — 2.5
Cash flow hedges 0.6 0.6 0.1 -— —_ —_ 1.3
Other finangial instruments 1.3 4.3 — -— — —_ 5.6

614.0 167.6 69.9 1376 75.9 420.1 1,475.1
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4.2 Financial risk cantinued

within Betwaen Betwaen Between Batween Maure than
1 year 1-2 years 2-3 years 3—4 years 4-5 years 5years Total
At 31 December 2020 £m £m Lo £m £ £ Errit
Overdraft 3327 — — —_ — — 3327
Private placement loan notes 2314 238.8 69.4 — 84.2 130.5 754.3
rterast on loan notas 24.9 141 89 7.3 5.7 6.5 67.4
l.ease liahilities 102.3 78.0 89.1 55.8 442 350.4 699.8
Deferrad consideration — —_ — — —_ 0.7 07
Public sector subsidiary partnership payment 9.4 8.4 9.4 —_ — —_ 28.2
Put options of nan-controlling interests 99.7 — — —_ — —_ 99.7
Cross-currency interest rate swaps 0.8 0.6 0.6 0.3 0.3 0.3 2.9
QOther financial instrumerits 1.1 0.8 6.7 a1 — — 2.7
BO2.3 341.7 158.1 635 134.4 458.4 1.988.4

4.2.2 Foreign currency risk

The Group is not generally exposed to significant foreign currency transaction risk with two exceptions. Firstly, services are provided by the
Group's operations in India and incurred in Indian Rupee (INB), The Group seeks to mitigate the short tenm effect of this exposure by entering
into forward foreign exchange contracts (Non-deliverable Forward Contracts (NDFs)) to fix the British pounds sterling (GBP) cost of highly
probable transactions over a rolling 24 month period.

At 31 December 2021, the Graup held lorward foreign exchange conltracts against torecast internal monthly INR costs expected in the years up
to and including December 2024, These forecast costs have been determined on the basis of the underlying cash flows associated with the
delivery of sewices undar executed custarmer contracts,

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

To maximise hedge effectiveness, forward foreign exchange contracts are exacuted with terms maiching the underlying cash flows.

The follawing table demonstrates the sensitivity of the Group's prafit before tax and equity to 2 5% strengthening/{weakening) in INR and USD

exchange rates, assuming all other variables are unchanged. that would anse from the resulting changes in the fair value of the Group’s
forward exchange contracts,

usp INR

Effect an proft Effact on Effact on profit Effact on

betore tax equity before tax Squily

£m £ £€m £m

2021 — (3.3) — (5.3)
2020 — (4.4 — (5.3)

4.2.3 Interest rate risk

The Group managss its interest rate exposure, which arises from the Groupy's private placement toan notes, through cash. geposits and RCF
drawings at variable interest raies, and through interest rate and cross-currency inlerest rate swaps. The swaps are designated fair value
hedges against the fair value changes of the private placement [oan notes.

A fundamental reform of interest rate banchmarks is being undertaken gicbally. including the replacemen! of some interbank offered rates
#1BORSs) with alternative nearly risk-free rates. The Group's financial mstruments include exposure 10 the IBORs that are being replaced ar
reformed as part of these market-wide initigtives. The Group's main IBOR expasure at 31 December 2020 related to stering LIBOR. The
alternative reference rate for sterling LIBOR is the Sterling Overnight Index Average (SONIA) rate. In 2021 the Group executed amendments 10
its financial instruments referenced to sterling LIBOR to incorporale SONIA. There has bean no change in the Group's risk management
strategy as a result of the transition to SONIA.

Non-derivative financial liabilities
The Group’s non-derivative financial liagility exposure 10 1BOR at 31 December 2020 comprised the commilled RCF and a £6m uncommiited
loan facility. In 2021 the Group amended these from a sterling LIBOR reference to SONIA,

Derivatives

The Group halds interest rate and cross currency swaps for risk management purposes that are designated in fair value hedging relationships
and each swap includes a floating leg. In 2021 the Group executed amendments to these swaps to replace the sterling LIBOR reference with
SONIA for interest resets taking place after 31 December 2021,

Hedge accounting

The Group's hedged items and hedging instruments as at the reporting date reference SONIA, In 2021, the Group replaced its sterling LIBOR
interest rate derivatives used in fair value hedging relationships with economically equivalent interest rate derivatives referencing SONIA. As a
result. there is no longer uncertainty apout when and how the replacement will occur with respeci o the relevant nedged items and hedging
instruments and the Group no langer applies the amendments 1o IFRS 9 issued in September 2019 (Phase 1} to those hedging relationships.
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4,2 Financial risk continued

The net level of floating rale inferest exposure is managed, 1o arnve al an acceptable overall interest rate risk profile. The interest rate profile of
the Group's interest-bearing financial instruments was as follows:

Within Between Between Between Between Maore than

1 year 1-2 years 2.3 years 34 years 4--5 years 5 years Total
At 31 December 2021 £m £m £m £m £m £m £m
Fixed rate
Private placement loan nates 1238 27.6 —_ 30.0 18.8 74.5 2147
Floating rate
Cash in hand {333.4) s — — —_ — (333.4)
Qverdraft 231.9 — — — — — 231.8
Private placement loan notes 102.6 41.8 — 57.0 14.3 22.5 238.2
Cross-currency interest rate swaps (9.3 {4.0) —_ {11.0) 1.0 (4.7} (28.0)
Witk Batween Between Batween Batween Mare than
1 yeal 1-2 years 2-3 years 3—d years 45 year: Syears Total
At 31 December 2020 £m £m €m £m £m em £m
Fixed rate
Private placement ioan hates 35.2 181.1 273 - 29.4 95.9 368.9
Floating rate
Cash in hand (473.8) — — — — — (473.8)
Overdratt 332.7 — - — — — 332.7
Private placement loan notes 197.5 58.4 43.5 — 59.2 376 396.2
Interest rate swaps (0.5) — e — — e (0.5)
Cross-currency interest rate swaps {24.1) (10.1) (4.9) — (13.2) (5.2) (57.5)

A sengitivity analysis to changes in interest rates shows that a 0.5% increase or decrease in ilergst rates, assuming all other variables are
held constant, results in an £1.1m (2020: £1.6m) increase or decrease to profit befere tax, and no impact on the Group's equity.

4.2.4 Hedges

Fair value hedges

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

The total loss in the year on the fair value hedges of £30.0m (2020: £20.3m) was equal to the gain/loss on the hedged items resulting in no net
gain or loss in the income statement apart from hedge ineffectiveness from credit risk and currency basis risk. This effect of hedge
ineffectiveness resulted in a £0.1m credit {2020: £1.0 debit} ta the consolidated income statement — shown in net finance costs, note 4.3.

The impact of the hedged ftem and tha related financial derivatives on the consolidated balance sheet at 31 December 2021 is as follows:

Change in FV used for

Motional arount Carrying amount  Line item in the measuring ineffectiveness

€m £m balance sheet £m

interest rate swaps — assets —_ —  Financial assets (0.5)
Cross-currency interest rate swaps - assets 136.3 30.2 Financial assets (30.0)
Cross-currency interest rate swaps - liabilities 29.8 (2.2) Financial liabilities 0.5
28.0 (30.0)

Accumulated FV o Change in FV used for

Carrying amount adjustment  Line item in the measuring ineffectiveness

£m £ balance sheet £m

Private placement loan notes 512.9 28.0 Financial Liabilities 30.0
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Section 4: Capital structure and financing costs continued
4.2 Financial risk continued

Cash flow hedges
The Group holds a senes of non-deliverable forward toreign exchange contracts, that are designated as hedges of the highly probable
tfransactions in INR of the Group's Indian operations. The terms of the NDFs match the terms of these commitments.

Secondly, the Group holds foreign exchange forward contracts against committed costs relating lo the purchase of cloud software services in
US dollars in years up to and including August 2024,
The fair vaiue of cash flow hedging instruments held at 31 December 2021 is shown in note 4.5.2.

The cash flow hedges have been assessed 1o ba highly effective. The cash flow hedging reserve comprises the effective portion of the
cumulative net change in the fair value of the hedging instruments. The following table provides an analysis of companents of equity resuiting
from cash flow hedge accounting:

2621 2020

£m £m

At 1 January {4.8) 0.2
Change in fair value recognised in the consolidated statement of other comprehensive income 1.3 (1.6)
Reclassified tc the consolidated income statement 0.6 (4.5)
Change in tax 2.2 11
At 31 December (0.7) (4.8)

4.2.5 Credit risk

The Group trades only with third parties that are expected to be creditworthy. It is the Group's policy that all clients wha wish to trade on credit

terms are subject to credit verification procedures. The Group manages its operations {0 avoid any excessive concentration of counterparty risk
and the Group 1akes all reasonable steps to seek assurance from the counterparties that they can fulfil their obligations. In addition, receivable
balances are monitored on an ongoing basis with the resuit that the Group’s exposure to credit 10ss remains low.

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

The mark-to-market mavement on derivatives includes the extent to which the fair value of these instruments has been affected by the
perceived change in the creditworthiness of the counterparties to thase instruments and that of the Group itself (own credit risk). The Group is
comfartable that the risk altached to those counterparties is not significant and believes that the swaps continue to act as an effective hedge
against the movements in the fair value of the Group’s private placement loan notes.

4.3 Net finance ¢osts
The table below shows the composition of net finance costs, including those excluded from adjusted profit.

2021 2020
Notes £m £m
Interest income
Inlerest on cash {0.4) (1.6
Interest on finance lease assets 4.3) (1.2)
Total interest income {4.7) (2.8)
Interest expense
Private placement loan notes’ 17.9 20.6
Casgh flow hedges recycled 1o the income statement 4.2.4 0.6 (4.5}
Bank loans and overdrafts 5.9 4.9
Interest on finance lease liabilities 238 25.1
Net intarest cost on defined benefit pension schemes 5.2 1.5 3.2
Total interest expense 497 449.3
Net finance expense inciuded in adjusted profit 450 46.5
Included within business exits
Bank loans and overdratts 0.4 Q.1
Discount unwind on public sector subsidiary partnership payment 4.52 0.4 1.1
Other financial income {0.3) —-
Fair value hadge ineffectiveness?® — 0.4
Other items excluded from adjusted profits
Nan-designated foreign exchange forward contracts — mark-to-market 1.5 0.9
Fair value hedge ineffectiveness? 4.2.4 (0.1) 0.6
Net finance expenses excluded from adjusted profit 1.9 3.1
46.9 48.6

Total net finance expense

1. Prvale placement laan nates compnse US private pldcament l04n notas, ayra fixad rate bearar nates ard s Schuldsshein loan
2. Far value nedge inaffectivenass anses fram changes in currency basis. and the mavement i1 a provision far caunterparty nsk assoeiatad with tha swaps.



Notes to the
consolidated
firaneial statemanis

Section 4: Capital struciure and financing costs coantinued

4.4 Leases

@ Accounting policies

The Group leases various assats, comgrising land and buildings, equipment and motor vehicles.

The determination whether an arrangement is. or contains. & lease is based on whether the contract conveys a right to conltrol the use of an
identified assel for a period of time in exchange for cansideration.

The following sets out the Group's lease accounting policy for all feases with the exception of leases with low value and term of iwelve months
or less which are expensed to the consolidated income statement.

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

The Group recognises lease liabilities where a lease contract exists and right-of-use assets representing the right to use the underlying leased
assets.

At the commencement of a lease, the Group recognises the lease liability measurad al the present value of the lease payments to be made
over the lease term,

In calculating the present value of lease payments. the Group uses its incremantal borrowing rate at the lease commencement date because
the interest rate implicit in the lease s not readily determinable. After the commencement date, the amount of the lease liability is increased to
reflact the accretion of interest and reduced for the lease payments made. The incremental borrowing rate is the rate of interest that the Group
would have to pay to borrow, over a simitar 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 environment. Incrementat borrowing rates are determined monthly and depend on the term. countiy.
currency and commencement date of the lease. The incremental borrowing rate is determined based on a series of inputs including: the risk-
free rate based on swap market data; a country-specific risk adjustment; a credit risk adjustment; and an entity-specific adjustment whare the
entity risk profile is different to that of the Group.

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

Lease payments are apportioned hetween a finance charge and a reduction of the lease hability 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 rate at inception date. The payments also include any lease
ncentives and any penalty payments for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease term determinad comprises the non-cancellable period of the lease contract. Pariods covered by an option to extend the lease are
included if the Group has reasonablg 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 Group has elected to apply the practical expedient in IFRS 16 paragraph 15 not to separate non-lease components such as service
charges from lease rental charges,

The Group as a lessor
When the Group acts as a lessor, it determinas at lease commencement whether the lease is a finance lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers to the iessee all of the risks and rewards of
ownership in refation to the underlying asset, If this is the case, then the lease is a financa lease. If not. then it is an operating lsase.

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

In instances where the Group is the intermediate lessor and the sub-lease is classified as a finance lease. the Group recognises a net
investment in sub-leases for amounts recoverable from the sub-lessees while derecognising the respective portion of the right-of-use asset,
The lease liability is retained on the balance sheet. The net investment in sub-leases is classified as current or non-current finance assels in the
consolidated balance sheet according 1o whether or not the amounts will be recovered within twelve months of the balance sheet date. Finance
income racognised in raspect of net investment in sub-leases is presented within net finance costs in tha consolidated income statement and
the capital element of lease rental receivad is presented within investing activities in the consolidated cash flow statement.

The Group recognises lease paymenis received under operating leases as income on a straight-line basis over the lease term. The Group
accounts for finance leases as finance lease receivables, using an incremental borsrowing rate where the interest rate implicit in sub-lease is not
easily determinable.

Sale and leaseback

A sale and leaseback transaction is one where the Group sells an asset and immediately reacquires the use of the asset by ertering into a
lease with the buyer. For sale and leasebacks. any gain or loss from the sale s recognised in proportion to the gain or loss that relates to the
rights transferred 10 the buyer. if the consideration for the sale is not equal to the fair value of the asset, any resulting difference is treated as
either a prepayment of the lease payments ar additional financing.
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4.4 {.eases gunlinued
4.4.1 The Group as a lessee

2021 2020
Amounts recognised ob the balance sheet Mote £m £m Type of financial instrument
Lease liabiiities 448.4 503.5 Financial liahilities
Lease lighilities included within disposal group liahilities held-for-sale 2.8 —_ 4.6
Total 448.4 508.1

The tease liability includes £18.8m (2020: £10.7m) of future lease payments {undiscounted) for leases with termination options that could be
exercised but are recognised at full term. The patential future cash outflows of £23.1m {2020: £37.2m) (undiscounted) have not been included
in the lease liability because the Group is reasonably certain that the leases will not be extended. The total cash outtlow for leases was
£108.2m {2020: £123.1m) consisting of interest paid of £23.6m (2020: £25.1m) and capital element of £82.6m {2020: £98.0m).

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

2021 2020
Amounts recagnised on the balance sheet £m £m  Type of financial instrument
Lease receivables 821 82.6 Financial assets

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

2021 2020

£m £m

Within 1 year 10.8 4.6
Between 1-2 years 9.6 10.8
Between 2-3 years 9.6 9.7
Between 3-4 years 8.2 9.7
Between 4-5 years 7.7 8.2
Maora than 5 years 73.0 80.7
Total undiscounted lease payments receivable 118.9 123.5
Urearned finance income (36.8) {40.9)
Met investment in lease receivables 82.1 82.6

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

During 2020, the Group sublat a leased properly. The sub4ease includes an option for the lessee 10 terminate the lease earlier than the
Group's l8ase with its landlord. Management assessed it was reasonably certain that the break clause will not be exercised and, accordingly.
determined that the sub-lease is a finance lease. This resulted in the recognition of a finance lease receivable (£69.9m). included in the balance
above. This judgement was based on a number of factors as prescribed within IFRS 16 ‘Leases’ such as incentive to lessee. importance of the
lacation to the lessee’s operations. shorter non-cancellable period of lease and the lessee’s planned modifications to, and customisation of, the
property.
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4.5 Financial instrumeanis and the fair value hierarchy
@ Accounting policies

Financial instruments — classification of financial instruments

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

+ those to be measured subsequently at fair value, either through other comprehensive income {(FVOCI) or through profit or loss (FVPL): and
+ those to be measured at amortised cost.

The classification depends oir lhe Group's business model tor managing the tinancial assets and the contractual terms of the cash flows,

Financial instruments ~ initial recognition

At initial recognition. the Group measures a financial instrumant at its fair value plus, in the case of a financial instrument not at FVPL.
transaction costs that are directly attributable 1o the acquisition of the financial instrument. Transaction costs of financial instruments carried at
FVPL are expensad in the censolidated incoeme statement.

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

Purchases and sales of financial instruments are recognised on their trade date {ie the date the Group commits ta purchase or sell the
instrumant). Financial instruments are derecognised when the rights to receive/pay cash flows from the financial instrument have expired or
have been transferred such that the Group has transferred substantially all risks and rewards of ownership.

Debt instruments

Debt instrumants areg initially recognised at fair value less directly attributable transaction costs and are subsequently remeasured depending
on the Group’s business model tor managing the liability and the cash flow characteristics of the liability. There are three measurement
categeries into which the Group classifies its debt instruments:

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

«  FVOQCI: instruments that are held for collection/payment of contractual cash flows and for selling the financial instrument are measured at
FVOCI where the instrument's cash flows represent solely paymants of principal and interest. Movements in the carrying amount are taken
through consolidated Othar Comprehensive Income {OCI), except for the recagnition of impairment gains or losses, interest income and
foreign exchange gains/losses, which are recognised in the consolidated income statement. When ths financial instrument is derecognised,
the cumulative gainfoss previously recogniged in OCl is reclassified to the consoclidated income statement and recognised in other gains/
(losses).

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

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

Equity instruments

Investments in equity instruments are initially recognised at fair value and are subsequently remeasured at fair value with the movement
recoghised through the cansolidated income statement, except where an election has been made for the movement to be recognised through
OCI. An election can be made on initial recognition of equity instruments that are neither held-for-trading or instruments acquired as part of a
business combination. Once an election has been made all movements in fair value, with the exception of dividends, are presentad threugh
OCI and there is no subsequent reclassification of fair value gains/losses to the consclidated income statement following the derecognition of
the investment, Dividends from such investments continue to be recognised in the consolidated income statement as other income when the
Group's right to receive payments is established.

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

Derivatives

Derivative financial instruments are initially recognised at fair value and are subsequently remeasured at fair value at the end of gach reporting
period with the movermnant recognised through the consolidated income statement, except where derivatives qualify for cash flow hedge
accounting. The effective propartion of cash flow hedges is recognised in QC) and presented in the hedging reserve within equity. The
cumulative gain/loss is subsaquently reclassified to the consolidated income statement in the same period that the relevant hedged transaction
is realised.

Borrowing costs

Borrowing costs directly attributabie to the acquisition, construction or production of an asset that necessarily lakes a substantial period of time
to get ready for its intended use or sale are capitalised as part of the cost of the respective assets. All other borrowing costs are expensed in
the period they occur. Borrowing costs consist of interest and other costs incurred in connection with the borrowing of funds.
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Section 4: Capital structure and financing cosis continued
4.5 Financial ingtrumenis and the falr value hierarchy continued

4.5.1 Fair value hierarchy

The Group's financial assets and liabilities are classitied based on the following fair value hierarchy:

+ Level-1: quoted (unadjusted) prices in active markets for idenlical assets cr liabilities.

« Level-2: other tachnigues for which all inputs that have a significant effect on the recordsd fair value are cbservable, sither directly or
indirectly. With the exception of current financial instruments {which have a short maturiy}. the fair value of the Group’s level-2 financial
instruments were calculated by discounting the expected future cash flows at prevaiiing interest rates. The valuation models incorporate
various inputs inciuding foreign exchange spot and forward rates and interest rate curves. In the case of floating rate borrowings the
nominal value approximates to fair value because interest is sed at fioating rates where payments aré raeset to markat values at intervals of
less than one year.

+  Level-3: technigues using inputs that have a significant effect on the recorded fair value which are not based on cbservable market data.
Other financial instruments wheare observable market data is not available have been held at either amortised cost or cost {undiscounted
cash flows} as a reasonable approximation of fair value.

During the year ended 31 December 2021, there were no transfers between fair value levels.

4.5.2 Financial instruments and their fair value hierarchy classification

The following table analyses, by classification and categary, the carrying value of the Group’s financial instruments and identifies the level of
the fair value hierarchy for the instruments carried at fair value:

Derivatives
used for  Amontised Non-
Fair value FVPL FvQCl hedging cost Total Curtent current
At 31 December 2021 Note hierarchy £m £m £m £m £m £m m
Financial assets
Lease receivables 4.4.2 nfa — — —_ 82.1 821 6.6 75.5
Cash flow hedges 424 Level-2 —_ —_ 0.9 — 0.9 0.7 0.2
Non-designated foreign exchange forwards and
sSwaps Level-2 1.8 —_ — —— 1.8 0.8 1.0
Cross~currency interest rate swaps a Level-2 — —_ 30.2 — 30.2 9.4 20.8
Investments Leval-3 8.9 — — — 8.9 _ 8.9
Other investments lLevel-3 —_ 0.8 — — 0.8 — 0.8
10.7 0.8 31.1 82.1 124.7 17.5 107.2
Other financial assets
Cash 4.5.4 nfa — — — 376 317.6 378 —
Cash included within disposal group assets held-
for-sale 2.8 n/a -— — — 15.8 16.8 15.8 s
Total financial assets 10.7 0.8 311 415.5 458.1 350.9 107.2
Financial liabilities
Private placement loan notes a nfa — —_ - 512.9 5129 226.3 286.6
Other loan notas n/a —_ —_ —_ 1.3 1.3 0.3 1.0
Credit facilities b n/a _ —_— — 46.0 46.0 46.0
Cash flow hedges 4.24 Level-2 - — 1.8 — 1.8 0.8 1.0
Non-designated foreign exchange torwards and
swaps Level-2 4.7 — —_— —_ 4.7 4.3 0.4
Cross-currency Interest rate swaps a Level-2 — — 2.2 — 2.2 — 2.2
Deferred consideration n/a — e -— 0.7 0.7 — 0.7
Put aptions of non-controfing interests g Laval-3 —_ 8.8 —_— —_ 8.6 8.6 —
4,7 8.6 4.0 560.9 578.2 286.3 291.9
Other financial liabilities
Overdrafis 454 n/a —_ _ —_ 2319 231.9 231.9 —_—
Lease liabilities 4.4.1 n/a —_ —_ —_ 448.4 448.4 61.6 386.8
Total financial liabilities 4.7 8.6 4.0 1,241.2 1,258.5 579.8 678.7

Financial assets measured at amortised cost consist of cash. insurance assets recoverable, lease receivables and other investments. The
carrying values of these financial assets are & reasonable approximation of their fair vatue due to the short-term nature of the instruments.
tnciuded in other investments are £0.8m {2020: £1.0m) of strategic investments in unlisted equity securities which are not held-fer-trading and
the Group elected to recognise at FVOC!. During the year no dividends were received from. and no disposals were made of. strategic
investments.
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Section 4: Capitai struciure and financing costs continued

4.5 Financial instruments ang the fair value hierarchy continued

Financal liabilties measured at amortised cost consist of overdrafls, lease liabilities and loan notes. With the exception of the series of private
placement loan notes which have not been swapped to floating interest, the carrying value of financial liabilities are a reasonable approximation
of their fair value. This is because either the interest payable is close to market rates or the liability is short-term in nature. The private
placement foan note series that remain subject to fixed rate interest have an underlying carrying value of £320,7m (2020: £368.8m) and a fair
value of £278.2m (2020: £309.8m). Lease Labilities are measured at amortised cost using the effective interest rate method.

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

a, Private placement loan notes
Privata placement lean notos arc issuad at fixed 1ales ol inlerest. Some of the series have been swapped into floating rates of interest.

To mitigate exposure ta currency fluctuations the Group has enterad into currency and interest rate swaps which effectively hedge movements
in the loan notes’ fair value arising from changes in foreign exchange and interest rates.

b. Bank Facilities
Details of the Group's bank facilities are provided in the Liquidity section above. At 31 December 2021. the total value of committed facilities
was £385.7m, of which £40.0m was drawn at 31 December 2021 {2020: total facilities of £602.0m, fully undrawn).

¢. Public sector subsidiary partnership payment
The public sector subsidiary partnership payment liability rapresented the annual deferred payments to be made by AXELOS Limited. This
liability was derecognised when AXELOS Limited was sold on 26 July 2021,

d. Put aptions of non-controlling interests

The liability at 31 December 2021 represents the present value of the cost to acquire the non-centrolling interest in Fera Science Limited (see
note 4.7). The option held by the non-controlling shareholder of Fera Science Limited has been exarcisable since April 2021. A sensitivity
analysis assuming a 10% increase/decrease in the earnings potential of the husiness results in a £0.9m increasa/decrease in the valualion.

The option to acquire the non-contralling interest in AXELOS Limited expired without being exercised on 28 February 2021, and the related
labitity was de-recognised. Upan inception of the option agreements. management determined that changes in the carrying amount would be
recognised within equity. This has been applied consistently for all options entered into.

Derivatives
used for  Amortised Non-
Fair valua FvPL FWOC hedging cost Total Cutreni Gurrent
A1 31 Decembar 2020 Note  hiararchy m £m £m £m £m £m £m
Financial assets
Lease receivables 4.4.2 n/a — — _— 82.6 82.6 3.8 78.8
Cash flow hedges 424 level2 — —_ 0.1 . 0.1 -— 0.1
Non-designated foreign exchange farwards and
swaps l.evel-2 2.8 — — — 29 1.3 1.6
Interest rate swaps a Lavel-2 — — 0.5 e 0.5 0.5 s
Cross-cusrency interest rate swaps a Level-2 -— — 60.2 —_ &60.2 26.5 33.7
Investments Level-3 1.8 — — e 1.8 — 1.8
Other investments Level-3 - 1.0 — —_ 1.0 —_ 1.0
4.7 1.0 60.8 82.5 149.1 32.1 117.0
Other financial assets
Cash 4.5.4 n/a — — — 480.9 460.9 460.9 —
Cash included within disposal group assets held-for-
sale 2.8 n/a m e — 12.9 129 12.9 —
Total financial assets 47 1.0 60.8 556.4 6229 505.9 117.0
Financial liabilities
Private placement loan nate a nia e — - 765.1 765.1 2339 531.2
Other lcan notes n/a — — — 2.3 2.3 2.3 —
Cash flow hedges 424 Level-2 —_ —_ 2.8 — 2.8 0.6 2.2
Non-designated fareign exchange forwards and
swaps Level-2 1.7 —_ — — 1.7 1.4 0.3
Cross-currency interest rate swaps a Level-2 — — 2.7 — 27 1.2 1.5
Public sector subsidiary partnership payment c n/a — — - 271 271 8.7 18.4
Deferred consideration n/a — —_ —_ 0.7 0.7 — 0.7
Put cptions of non-contraliing interesis d Level-3 —_ 99.7 — —_ 99.7 99.7 —_
1.7 997 5.5 795.2 9021 347.8 554.3
Other financial hiabilities
Qvardrafts 4.5.4 nfa — e nm 332.7 332.7 332.7 —
Lease liabilities 4.4.1 nfa — e e 5035  503.5 77.5 426.0
Lease habilities included within disposal group
liabilitias held-for-sale 2.8 n/a — — — 4.6 4.6 4.6 —

Total financial liabilities 1.7 99.7 5.5 16360 1,742.9 762.6 980.3
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Section 4: Capitat structure and financing costs continued

4.5 Finangial instrumenis and the falr vaiue hderarchy continued

The following table shows the reconciliation from the opening balances to the dlosing balances for Level-3 fair values.

Put options
Subsidiary of non- Investmems
Contingent partnarship controfling and othar
consideration paymen| Interests investmants
£m £m £m £m
At 1 Jaruary 2020 5.0 354 108.7 3.2
Gain on final setllement recognised in the income statement (0.1) — -— 1.6
Payments made {4.9) {9.4) -— —
Change in put-options recognised in other comprehensive income — - (9.0) -
Additions — -— — 2.6
Disposals — — —_ {3.9}
Impairments — e — (0.7)
Gain in fair value recognised in other comprehensive income — -— — (0.7}
Discount unwnd recognised in the income statement — 1.1 — —
At 31 December 2020 —_ 271 99.7 2.8
Gain on final settlement recognised n the income statement —_ — — —
Payments made i 4.7) — —
Change in put-options recagnised in other comprenensive incomea’ - — (91.1) —_
Additions — — — 0.3
Reclassification from ather investment catagonas — — 43
Gain in fair value recognised in income statement —— — 2.2
Gain in fair value recognised in other comprehensive incoma — - —_ 0.1
Discount unwind recognised in the income statement — 0.4 — —
Business disposal — (22.8) — -
At 31 December 2021 —_ — 8.6 9.7

1. The option to acquite the non-cantralling Mtetast in AXELOS Limited axpired without being exercised on 28 February 2021, and the ralated liabilty was de-recognised

4.5.3 Borrowings
Details of the Group's current RCF and backstop bridge facilities are shown in the above liquidity section (see note 4.5.2b).

Borrowing costs of £1.9m were capitalised in the year (2020: £0.5m). At 31 December 2021, the Group's private placement loan note series
had a GBP equivalent underlying carrying value of £484.8m {2020: £707.1m) (see note 4.5.2a) analysed as follows:

interest rate Nominal value
Maturity Denomination Yo Cey'm
22 January 2022 GBP 3.260 i8.6
27 Qctober 2023 GBP 2.520 27.5
22 January 2025 GBP 3,540 7.4
22 April 2025 GBP 3.670 22.3
27 Qctober 2026 GBP 2.770 18.6
22 January 2027 GBP 3.580 238
Total GBP denominated GBP 118.2
22 January 2022 usn 3.330 28.7
22 April 2022 UsD 3.430 48.3
22 January 2023 usD 3.450 38.4
27 Qctober 2623 Uso 3.370 17.8
22 January 2025 ushD 3.650 74.3
27 Qctaber 2026 Uspb 3.59C 18.3
22 January 2027 usDp 3.800 27.5
Total USD denominated’ uUsD 256.3
10 November 2022 EUR 2.875 163.0
10 Navember 2022 EUR 3.625 16.0
10 November 2027 EUR 2.875 60.0
Total euro denominated? EUR 239.0

1. USD denominated loan natas have a GBP equivalent underlying carmying value of £185.4m, The Group has énterad inta cross-currency shiarest rate swaps for the USD issues 1o achieve a
flmating rate of ntzrest based on six-month GBP LIBOR Furiher disclasure on the Groug's use of hedges 1s ncluded in nate 4.2,

2. Euro danaminatad lsan notes have a GBP squivalent undarlying carying value of £203.2m,
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Section 4: Capilal struciure and {inancing cosis continued

4.5 Financial instruments and the falr value hierarchy continued

4.5.4 Cash, cash equivalents and overdrafts
The Group has a notional cash pool under which the bank may net cash balances with overdrafis held by other Groeup compan:es in the

arrangements. The overdraft balances shown below are fully offset by credit balances :n the same arrangement. The Group's gross cash
position is shown in the table below:

2021 2020
fm £m
Cash and cash equivalents 317.6 460.9
Qverdratts {231.9) (332.7)
Cash. net of overdraits. included in disposal group assets and liabilities held for sate 15.8 12.9
Cash, cash equivalents and overdrafis 101.5 141.1

Cash includes £nif {2020: £9.4m) held in a 32-day natice deposit accourt.
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Section 4: Capital structure and financing cosis continued

4.5 Issued share capital

Allotted, called up and fully paid ?ﬁﬂ iggnq zoEz:‘ zognc:
Ordinaty shares of 2 1/15p each
At 1 January 1,671.1 1,671.1 34.5 34.5
Issue of share capital 13.0 — 0.3 —
At 31 December 1,684.1 1.671.1 34.8 34.%
Share premium 2%2;1 2053
Ordinary shares of 2 1/15p each
At 1 January 1,143.3 1.143.3
VAT refund on rights issue issuance costs 22 —
At 31 December 1,145.5 1.143.3

In 2018 the Group offered a rights issue 1o existing shareholders, raising £700.7m less issuance costs of £38.0m, which was ¢apitalised to
share capital and share premium. The issuance costs included VAT thal was. at the ime, treated as irrécoverable. In 2021 it was agreed with
HMRC that £2.2m of this VAT was recoverable and was refunded to the Group.

2021 2020 201 2024

Treasury shares Ne Nem £m £m
Ordinary shares of 2 1/15p

At 1 January 2.3 2.6 {0.1) (0.1)

Issued on exercise of share optians 2.3) (0.3} 0.1 —

At 31 December —_ 2.3 —_ {0.1)

During the year, the Group made no purchases of shares into Treasury and allotted 2,299,955 (2020: 276,614) shares with an aggregate
nominal value of £47 532 (2020: £5,717). The total consideration 1eceived in respeact of these shares was £nil (2020: £nif).

Emplayee benefit trust shares ﬁgz.:\ i?nzr?\ Z%ﬂ 202%3
Ordinary shares of 2 1/15p
At 1 January 12.6 12.6 {11.1) (3111
Shares purchased 13.0 — {0.3) —
Issued on exergise of share options {7.5) — 34 —
At 31 December 181 12.6 (8.0) (11.1)

The Group will use sharas held in the Employes Benefit Trust {(EBT) and treasury shares to satisty future requirements for shares under the
Group's share option and long-term incentive plans. On 19 April 2021, 13m ordinary 2 1/15p shares (2020: nilj were allotted to the EBT for an
aggregate nominal value of £268.667 (2020; £nil) to satisfy exercises under the Group’s share plans. The tolal consideration received in
respect of these shares was £268.667 (2020: £nil). During the year, 7,560.173 (2020: nil) shares with a value of £3.4m (2020: £nil) were
transferred out of the EBT to satisfy exercises under the Group's share option and long term incentive plans. The total consideration received in
respect of these shares was £nil {2020: £nil).

The Group has an unexpired autharity 10 repurchase up to 10% of its issued share capital.

4.7 Group compoesition and non-controliing interests

The Group's subsidiarias are listed in notes 7.3.4 and 7.3,16 of the Parent Company financial statements on pages 208 and 213 t0 217. This list
includes Entrust Support Services Limited which has a 499 non-cortrofiing interest. and Fera Science Limited which has 4 25°. non-cantrolling
interest.

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

On 23 September 2014, the Secratary of State for the Department for Ensrgy and Climate Change granted Smart DCC Limited (PCC). a
wholly-owned subsidiary of the Group, a licence tc establish and manage the smart metering communications infrastructure. governed by the
Smart Energy Code. Each year the Group reassess whather it has control aver OCC as required under IFRS 10. The Group's ability to contral
the relevant aclivities of DCC is restricted by DCC's operating licence. The power that the Group has over DCC’s relevant activities by virtue of
awning it is limited (given the restrictions in the licence). That power is held by the board of DCC where the Group has minority representation
in compliance with the licence. Consequently. the Group has not consolidated DCC within its Group financial statements, The disclosure of
related party transactions with DCC is included in note 6.1.
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Section 5: Employee benefils

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

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

5.2 Pensions

5.3 Employse benefit expanse

@ Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

Key highlights

Additional funding into

the defined benefit schemes’ Net defined benefit pension asset
(2020: £29.5m) (2020: deficit £252.1m)

Employee benefit expense
{2020; £1 ?94 8m)

The nat defined benefit pension positon moved from a net liability position at the start of the year to @ small net asset position by 31 December
2021. As part of the deficit funding plan £155.5m of additional funding’ was paid inte the defined benefit schemes.

Net defined benefit pension asset / {deficit) 20 2020 Movement
£m £m em
Defined benefit obligation (1,789.2) (1,882.3) 3.1
Fair value of plan assets 1,797.3 16302 167.1
Net defined pension asset/{liability} before effect of asset ceiling limit 8.1 (252.1) 260.2
Etfect of asset ceiling limit {2.3) — (2.3)
Net defined pension asset/(liability) after effect of asset ceiling limit 5.8 (252.1) 257.9

1. Including £5.0m held in escrow as at 31 Decamber 202110 be relsasaed to the scheme in 2022 ({refer to note 2.10.2).

The main reason for the decraase in liabilities over the yvear was due to the material increasea in the yields available on good quality. long term
corparate bonds {which are used to derive the discount rate 1o value the liabilities), offset to some degree by the increase in inflation
expectations (which impacts the pension benefits provided by the schemes). The schemes are highly sensitive to the change in discount rates
(with a 0,1% pa change resulting in & ¢. £35.4m impact) and in inflation expectations (with a 0.1% pa change resulting in a ¢. £18.7m impact).
Additional employer contributions and higher than expected asset retumns increased the schemes’ assets.

The Capita Pension and Life Assurance Scheme {CPLAS) is the Group's main defined benefit scheme. The valuation of liabilities for funding
purposes (the actuarial valuation) differs to the valuation for accounting purposes (which are shown in these financial statements) mainly due to
different assumptions being used and ditferent markat conditions at the different valuation dates (the effective date for the actuarial valuation is
31 March). The assumptions used for funding purposes allow for an appropriate amount of prudence, with the discount rate being based on the
actual assets of the CPLAS. While for accounting purpoases the assumptions are determined on a best estimate basis in accordance with

IAS 19, with the discount rate baing basad on the yields available on high quality corporate bonds of appropriate currency and term.
Management estimate that at 31 December 2021 the net asset of the CPLAS scheme was higher on a funding basis {ie the funding assumption
principles adopted for the full actuarial valuation at 31 March 2020) than on an accounting basis,
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Section 5 Employee benefits continued

5.1 Share-pased payment plans

The Group operates a number of executive and employee equity-settled share schemes,
@ Accounting policies

The fair value of the equity instrument granted is measured at grant date and is recognised as an expense over the vesting period, which ends
on the date on which the retavant employees become fully entitled to the award. Fair value is determined using an option pricing model, only
taking into account vesting conditions linked 10 the price of the shares of the Company (market conditions).

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

At each batance sheet date before vesting, the cumulative expense is calculated, reprasenting the extent to which the vesting period has
expired and management's best estimate of the achievement or otherwise of non-market conditions, the number of equity instruments that will
ultimately vest or. in the case of an instrument subjact to a market condition, be treated as vesting as described atiove. The moverment in
cumulative expense since the pravious balance sheet date is recognised in the consalidaled income statement, with a corrasponding
adjustment to equity.

Where the terms of an award are modified or a new award is designaled as replacing a cancelled ar setlled award, the cost based on the
aniginal award terms continues to be recagnised aver the original vesting petiod adjusted for the incremental tar value of any modification ie the
difference between the fair value of the ariginal award and the fair value of the modified award, both as measured on the date of the
madification. No reduction is recognised if this difference is negative.

Where an award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost nat yet recognised in the consolidated
incoma statement for the award is expensed immediately. Any compensation paid up (o the fair value of the award at the canceflation or
setllement date is deducted from equity. with any excess over the fair value being treated as an expense in the income statement.

The expense recagnised for share-based payments (beicre tax) in respect of employes services received during the year to 31 December 2021
was £1.2m (2020: £6.4m), ali of which arises from equity-seltled share based payment transactions. Details of the schemes are as foliows:

Deferred annual bonus plan
This scheme is applicable to executive directors. Under this scheme, awards are made annually consisting of only deferred shares, which ara
linked to the payout under the annuat borus scheme (details of which are contained in the directors’ remuneration report on pages 96 to 119.

The value of deferred shares is determined by the pay-aut under the annual bonus scheme: half of the annual bonus is paid in cash and the
remainder is deferred into shares under the deferred annual bonus plan or the Capita executive ptan. Directors have the option to defer up to
100% af their annual bonus inta deferred shares or net bonus into a restricted share award. The deferredirestricled shares are held for a period
of three years from the date of award, during which they are not forfeitable, except in the case of dismissal for gross misconduct,

The weighted average share price of aptions at the date of exercise in 2021 was £0.33 (2020: £0.64}. The weighted average share price during
the year was £0.43 {2020: £0.57).

The total cash value of the deferred shares awarded during the year was £nil (2020 £nil).

Long-term incentive plans (LTIPs)
The 2017 LTIP was approved and adapted at the AGM on 13 June 2017. From 2021, no new awards will be granted under the LTIP although
2018 and 2020 awards are yet to vest,

For the 2018 award, one-third of the award was subject to retention over a three-year vesting period at which paint this portion of the award will
vest in full. The remainder of the award was subject to performance conditions. namely: annualised cost savings, free cash flow and EBIT
margin, customer satisfaction and employee engagement, all measured over a threa-year period. Thrashold vesting (25%) for each measure
was dependent upon: annualised costs savings reaching £160m: free cash flow reaching £180m: EBIT margin exceeding $%; 6 point positive
swing in NPS for both customer satisfaction and employee engagement. Target vesting (50%) for each measure was dependent upon:
annualised cost savings reaching £175m;, free cash flow reaching £200m: EBIT margin of 10%; 8 point positive swing in net promoter score
(NPS) for both customer satisfaction and employes engagement. Maximum vesting (100%) for each measure was dependent upon: annualised
cost savings reaching £205m: free cash How reaching £240m; EBIT margin of 12%; 12 poini positive swing in net promoter score (NPS) for
both customer satisfaction and empioyee engagement. Awards were also subject to an underpin based on an assessment of underlying
financial and operational performance.

For the 201% award. 75% of the award was equally weighted between free cash flow. EBIT margin and organic revenue growth, with the
remaining 25% split equally between custorner satisfaction and employee engagement, measured over a three-year pariod. Threshold vesting
(25%) for each measure is dependent upon: free cash flow reaching £190m: EBIT margin exceeding 9%.: organic revenue growth to £3,900m:
8 point positive swing in NPS for both customer satisfaction and employee engagement. Target vesting (50°¢) for each measure is dapendant
upaon: free cash fow reaching £210m; EBIT margin exceeding 10°%; arganic revenue grawth ta £3,950m; 8 peint positive swing in NPS for both
customer satisfaction ang employee engagement. Maximum vesting (100%) for each measure is dependent upon: free cash flow reaching
£250m: EBIT margin of 12%; organic revenue growth to £4.050m: 12 point posilive swing in net promoter scora (NPS) for both customer
salistaction and employee engagement, Awards are also subject to an underpin based on an assessment of underlying financial and
operational performance.

The 2020 award is split into three egual tranches that vest on the first, second and third anniversary of the grant date. The first tranche in 2020
was subject 1o a retention element which will vast in full on each annual vesting date, with the remaining 50% subject o a perfarmance
condition of headline net debt. Threshold vesting (25%) is dependent on headline net debt falling to £872m, target vesting (50°%) is dependent
on net debt falling to £822m and maximum vesling (100%) is depandent on net debt being below £772m. Tranches 2 and 3 are subject fo the
retantion element only apart from the CEQ's award which 1s subject to relative TSR and responsible business scorecard measures.
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Section &: Employee benefits continued

5.1 Share-kased payment plans continued
Details of the LTIP awards made to executive directors over the same period are set out in the directors’ remuneration report, on page 113.

All of the above awards are subject to a performance underpin - assessment of the underlying financial and operational performance of Capita
over the performance period.

Capita Executive Plan 2021
The Capita Executive Plan was approved by sharehoiders at the 2021 AGM. Under this plan, restricted share awards (RSAs) are granted to
executives.

With the exception of the executive directors. RSAs granted in 2021 are split inie three equal tranches that may vest on the first. second and
third anniversary of the grant date. The awards are not subject to a perfermance underpin,

Details of the Capita Exacutive Plan RSAs made to executive directars and the associated underpinsg are sat out in the directors’ remuneration
report, on page 113.

2021 2020

Nem Me m
Qutstanding at 1 January 48.5 338.0
Awarded during the year 15.8 16.2
Exercised (9.8) (0.3)
Forfeited (8.1) (5.4)
Qutstanding at 31 December 46.4 48.5

Exercisaple at 31 December —_ —

The weighted average remaining contractual life of the above shares outstanding at 31 December 2021 Was 1.0 years (2020. 0.8 years).

All schemes
The fair value of the options granted/awarded during the year was £0.41 per share {2020: £0.33 per share). None of the existing option
schemes have exarcise prices.

The fair value for current share scheme issues is effectively the market price of a Capita share at the date of grant. Accordingly. no
assumptions have been disclosed.

The expected life of the options is based on historical data and is not necessarily indicative of exercise patterns that may occur. The expected
volatility reflects the assumption that the historical volatility is indicative of future trends, which may also not necessarily be the actual outcome.

5.2 Pensions
@ Accounting policies

Pefined contribution pension schemes

The Group maintaing a number of defined contribution pension schemes and for these schemes the Group has no further payment obligations
once the contributions have been paid. The caontributions are recognised as an employee berefit expense in the consolidated income
statement as the related service is provided and as they fall due.

Defined benefit pension schemes

In addition, the Group operates a defined benefit pension scheme and participates in a number of other defined benefit pension schemes, all of
which require contributions to be made to separate trustee-administered funds. The costs of providing benefits under these schemes are
determined separately for each scheme using the projected unit credit method, which attributes entitlement to benefits 1o the current period {to
determine current service cost) and to the current and pricr periods {to determine the present value of the defined benefit obligation) and is
based on actuarial advice. Past service costs are recognised immediately in the consolidated income statement.

When a settfiement (eliminating all obligations for benefits already accrued} or a curtailment (reducing future obligations as a result of a material
reduction in the scheme membership or a reduction in future entitemeant) occurs, the obligation and related plan assets are remeasured using
current actuarial assumptions and the resultant gain/loss recognised in the consolidated income statement during the period in which the
settlement or curtailment occurs.

Remeasurements of the net defined benefit asset/lighility, which comprise actuarial gains and losses. the return on plan assets {excluding
interest) and the effect of the asset ceiling (if any, excluding interest), are recognised immediately in other comprehensive income and will not
pe reclassified to the consalidated income statement, The Group generally determines the net interest expensefincome on the net defined
benefit asset/liability for the year by applying the discount rate used to measure the deafined benefit obligation at the beginning of the year to the
then net defined benefit assetliability, taking inta account any changes in the net defined benefit asset/liability during the year as a result of
cantributions and benefit payments, However, due consideration is made ta events which require the net interest expense/income on the nat
defined benefit asset/liability to be remeasured over the ceurse of the year,

Current and past service costs are charged 1o aperating profit while the net interest cost is inciuded within net finance costs.

In respect of one of the defined benefit pension schemes in which the Group participates, the Group accounts for its legal and canstructive
obligation only over the fixaed period of its participaticn in that scheme.

Tha net assel/{liability) in the consclidated balance sheet with respect to the defined benelit pension schemes comprises the total for each
scheme, or group of schemes, of the present value of the defined benefit obligation {using a discount rate based on high quality corporate
bonds). less the fair value of plan assets out of which the obligations are to be settled directty. The policy to determine fair value of plan assets
is detailed in the note below. The value of a net pension benefit asset is restricted to the present value of any amount the Group expects to
recover by way of refunds from the plan or reductions in the future contributicns.
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5.2 Paensions continued
@ Significant accounting judgements, estimates and assumptions

The measurement of defined benefit obligations — the accounting cost of these benefits and the present value of pension liabilities involve
judgements about uncertain events including such factors as the life expectancy of members, the salary progression of current employees.
price inflation and the discount rate used 1o calculate the net present value of the future pension payments. The Group uses estimates for all of
these factors in determining the pension casts and liabilities incorporated in the consalidated financial statements, The assumptions reflect
historical experience and judgement regarding future expectations.

The Group continued to set RP! inflation in accordance with the market break-gven expectations less an inflation risk premium. The inflation
risk premium has remained at 0.25% pa. For CPI. the Groun reduced the assumed difference between tha RP1 and CPI by 0.1% pa to an
average of 0.65°% pa. The estimated impact of the change in the methodology is approximately a £5m increase in the defined benefit obligation
in respect of the CPLAS schema.

The impact of Covid-18 on the affects of future life expectancy continues to be uncertain. The pandemic is likely to have an impact on the
setting of appropriate life expectancy assumptions and models for future improvements will need to consider whether the experience in 2020 1s
a ane-off, and if the pandemic will influence future mortality in other ways. For example, the pressure on health services may mean that
progress against other causes of death such as cancer is slower than previously expected, meaning an assurnption of a lower rate of mortality
improvements might be appropriate. Altarnatively, the surviving population may be in befter health than those dying from Covid-19, meaning
that it might be expected that the remaining members live slightly longer. It is still tac early to draw conclusions as to what impact Covid-19
might have on future lile expectancy and white a new model for future life expectancy has been adopted, with the principles underlying the
setting of the assumptions remaming unchanged, no allowance has been made far actual mortality expernence experienced in 2020.

Pension expense inctuded in the consolidated incoine statement

2021 2020
£m £
Defined cantribution scheme 107.8 109.0
Defined benefit schemes
Current sarvice cast 6.3 6.2
Administration costs 3.5 3.7
Past service cost (0.2) 0.1
Effect of seftlements (0.7} 3.1
Interest cost 1.5 3z
Total defined benefit schemes 10.4 16.3
Total charged to profit before tax in the consolidated income statement 118.2 125.3

At 31 December 2021, retirement ohligations were disclosed in relation to 10 (2020: 10) defined benefit pension schemes. The main defined
henafit scheme is the Capita Pansion and Life Assurance Scheme.

The Capita Pension and Life Assurance Scheme (CPLAS)

CPLAS is the Group's main defined benefit scheme. which closed to future accrual for most mambers in 2017 (with around 270 membears
continuing to accrue benelits — out of a total membership of around 16,650 mambers). Details of the CPLAS and other schemeas net surplus/
{deficit) position are given at the bottom of the table below which shaws the movements from the opening to the closing balance of the net
defined benefit asset/(liability). Events have occurred in the CPLAS that has led to ils income statement being remeaasured during the year,

Responsibiity for the aperation and governance of the CPLAS lies with a corporate Trustee which is independent of the Group. The Trustae
Board is required by law to act in the interest of the CPLAS's beneficiaries in accordance with the rules of the CPLAS and relevant legislation
(which includes the Pension Schemes Act 1893, the Pensions Act 1995 and the Pensions Act 2004). The nature of the relationship between
the Group and the Trustee Board is also govemed by the rules of the CPLAS and relevant Jegislation. The Trustee Board is chaired by an
independent Trustee,

The assels of the CPLAS are held in & separate fund (administered by the Trustee Board) to meet fong-term pension liabilities to beneficiaries,
The Trustee Board invest the assets in accordance with their Statement of Investmant Principles. which is regularly reviewed. During 2021, the
Trustee Board delegated investment strategy decisions to a fiduciary manager, however, the Trustee Board rmaintained overall aversight of the
investment strategy.

A full actuarial valuation of the scheme is carried out every three years by an independent acluary for the Trustee Board, with the last full
actuariat valuation carried out at 31 March 2020. The purpose of that valuation is to design a tunding plan to ensure that the CPLAS has
sufficient assets available to meet future benafit payments, based on assumphions agreed between the Trustee Board and the Group. The
31 March 2020 actuarial valuation showed a funding deficit of £182.2m (31 March 2017: £185.0m). This equates ta a funding level of 89.0%
(31 March 2017; 86%).
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As a result of the funding valuation, the Group and the Trustee Board agreed the following plan to eliminate the deficit, effective from 1 Juiy
2021

2021 20227 2023
Deficit contribution’ £59.0m £30.0m £30.0m

1. The agraed coninbutions make allowance for additional contributions, tatalling c&113.6m, paid by the Group between 1 April 2020 and 30 June 2021 to meet its obligations under he
previcus agresmant daled 23 November 2018, to unwind CPLAS's interest in the Partnership (sea below), and in respact of a section 75 debt.

2. In addiban, in 2022, tha £5.0m hald in aserw at 31 Dacgmbar 3071 will 5o ralsase o CPLAS.

In addition to the above, the Group has agreed to make addiional, nen-statutory, ceniributions of £15m each year in 2024, 2025 and 2026 to
meet a secondary funding targat. The aim of which is to target, hy 2028. the position of having sufficient assets to invest in a portfolio of low risk
assets that will generate income tc pay members' benefits as they fall due.

Tha next full actuarial valuation is due tc be carried out with an effective date of 31 March 2023 and as part of that valuation the contribution
requirements will be reviewed, and if necessary, amended. For the purpose of these accounts, an independent qualified actuary projectad the
results of the 31 March 2020 actuarial valuation te 31 December 2021 taking account of the relevant accounting requirements,

Approximate funding Updates are produced at each scheme anniversary when a full actuarial valuation is not being undertaken. The most
recent of these, at 31 March 2021, showed a funding level of 97°,

In 2012, the Group establishad the Capita Scotland (Pension) Limited Partnership (the Partnership) with the CPLAS. Under this arrangement,
inteliectual properly rights {IPR) in specific Group software was transferred to the partnership and the rights to use, develep and exploit this IPR
was licensed back to the Group in return for an annual fee. The CPLAS's interest in the Partnership entifted it to an annual distribution of £8.0m
for 15 years from inception.

Under IAS 19 {Revised) the interest in the Partnershin does not represent a plan asset for Group reporting purposes and therefare the
CPLAS's deficit position as at 31 December 2020 {shown as the stan year position in these accounts} does not reflect the CPLAS's interest in
the Partnership. Accordingly, any distiibutions from the Partnership to the CPLAS are reflected in these Group accounts as pension
contributions to the CPLAS on a cash basis as paid.

At 31 December 2020, the CPLAS's interest in the Partnership ceased and in return the CPLAS received a special contribution of £60.1m in
February 2021.

The Group expects to contribute around £40m to the CPLAS during 2022.

QOther defined benefit schemes
The total employer contributions to the 'Other’ schemes during 2022 are estimated to be £2m.

Admitted Body arrangement

For the Admitted Body scheme. under which benefits continued to accrue until the contract ceased on 16 January 2020, the Group was
required to pay regular contributions as decided by the Scheme Actuary and as detailed in the scheme's Schedule of Contributions. On

2 February 2022 the scheme confirmed that, in accordance with their funding strategy statement. a cessation valuation as at 16 January 2020
had been carried out and an exit credit payment of £192,587 is due from the scheme ta the Group. The Group previously expected that an exit
deficit amount would be payable by the Group to the schemae, and for which the Group was carrying a sufficient level of provision in the
consolidated financial statements, The difference between the Group’s previous expectation {a payment to the scheme of up to £0.6m) and the
actual amount receivable by the Group has been treated as a settlement item — a gain of £0.75m. After payment is made, which is expected to
be during 2022, no further amounts will be due te the Group and the scheme’s assessed liability to the Group will be settled.

Allocated section of a Local Government Pension Scheme

For the allocated section of a Local Government Pension Scheme, under which benefits continued to accrue untl the last contributing member
ceased to be an active member on 25 July 2020, the Group was required to pay regufar contributions as decided by the Scheme Actuary and
as detailed in the scheme's Schedule of Contributions. An exit debt was triggered on 25 July 2020 {when the last contributing member ceased
to be an active member), and this was calculated by the Scheme Actuary to be £4.3m. This amount and all outstanding expenses were paid by
the Group during the year which settled the Group’s liability 1o the allocated section of a Local Government Pension Schemne.

Other UK schemes

= Three segregated sections in an industry-wide scheme where benefits continued to accrue for only one of these sections over the financial
year. The latest full actuarial valuations {at 31 December 2018) showed that two of these sections were in surplus and therefore no deficit
contributions were required. The third section showed a small deficit but the Trustees agreed that no deficit contributions would be required.
There is no cross subsidy with other employer sections.,

« Parlicipation in a non-associated multi-employer scheme under which defined benefits are not continuing to accrue. The latest full actuarial
valuation {(at 30 September 2020) resulted in the Group requiring to pay deficit contributions of initially £0.4m pa (which increase each year by
5.5% pa) until 2028. If the Group weare to cease 1o be a participating emplayer in this scheme there wouid be an exit debt payable, At
30 September 2020, this was estimated at £11.1m.

Cverseas defined benefit schemes
The Group is responsible for an Irish defined benafit scheme which is classed as a cross-border scheme where the beneficiaries of the scheme

have their liabilities, and the trustees hold assets, denominated in euro. The scheme is governed under UK reguiations and subject to further
requiremeants applying to cross-barder schemes. There are two segregated sections in the scheme. The latest full actuarial valuation (at

31 March 2021) showed a funding surplus far both the main saction and the other section, and conseguently. no deficit contributions are
required for aither section. There are no members left accruing benefits.

The Group is also responsible for two Swiss schemes that provide defined contribution benefits but with certain guarantees (and are therefore
reported as defined benefit schemes under IAS 19). They are administered and governad through collective foundations which are separate
legal entities. Benefits are continuing to accrue in these schemes.
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Additional defined benefit schemes

There are a further 48 (2020 47) defined benefit pension arrangements in which various Capita businesses participated duting 2021. Of lhese
arrangements, 41 (2020: 41) relate to parficipation in funded and unfunded public sectar schemes (referred 16 as Admitted Body Arrangements
as described ahove). however, contractual proteclions are in place allowing actuarial and investiment risk to be passed to the end customer via
recoveries for contributions paid. The nature of these arrangements vary from contract to contract but typically allow for the majority of
contributions payable to the schemas in excess of an initial rate agreed at the inception to be recovered from the end customer, as well as exit
payiments (for funded schemes) payatie to the schemes at the cessaltion of the contract, such that the Group’s net exposure ta actuarial and
investmenlt risk is iImmaterial.

It is estimated that around £12.5m of employer contributions were paid to these 48 schemes during 2021,

Judgement is required in determining the appropriate accounting treatment for the participation in all of the above schemes, in particutar as to
whether actuarnal and investment nisk fall in substance an the Group. 1t is considared that the net risk to the Group from these definad benetit
arrangements is immaterial and therefore the costs in relation to all of the above schemes have been included in the defined contribution
pension charge and no amounts are recognised in the Group's consclidated balance sheet.

Risks associated with the Group’s pension schemes
The defined benefit pension schemes expose the Group to various risks, with the key risks set out below:

Investment risk: the schemes invest in a wide range of assets with a view to provide long-term investment returns at particular levels. There is
a risk that investment retums are lower than expected which, in isolation, could result in a warsening of the funding position of the schemes.

Interest rate risk: the 1AS 19 discount rate is derived based on the yields available on good quality corporate bonds of suilabla duration. If
these yields decrease then. in isolation, this would increase the value placed on the 1AS 18 obligation and result in a worsening of the funding
position of the schemeas.

Inflation risk: the Viabilities of the schemes are linked 1o future levels of inflation. If future inflation is higher than expected then this would result
in the cost of providing the benefits increasing and thereby worsening the funding position of the schemes.

Longevity risk: if members live longer than expected, then pensions wilt be paid for a longer time which will increase the value placed on the
ligbilities and therefore worsen the funding position of the schemes.

To manage these risks. the Group and the trustees carry out regular assessments of them. For CPLAS, the main defined benetit scheme, the
following actions have been taken:

« The CPLAS Trustee Board has entered into two bulk annuity contracts with an insurer in respect of a small number of high individual liability
pensioner members (one in 2015 and the second inlate 2017) with total value included in the assets at 31 December 2021 of £67.8m
(2020: £73.6m).

« The CPLAS Trusiee Board has enlered inte a Liability Driven Investment pragramme. The level of risk that is managed by this programme is
sat by various market-related and funding trigger pomits.

Together. these actions have led to the Trustee Board hedging {interest rate and inflation) a high proportion of the CPLAS's Kabilities. As at

31 December 2021 around 80% of CPLAS's hiabilities measured on the Trustee Board's long-term funding basis was hedged. The target is to

nedge 100% of the funded liabitities (ie the level of liabilities covered by the assets) on this basis. and as such the level of hedging is expected

to be increased to around 90% in 2022 {reflecting the current funding level on this long-term funding basis). As the funding level improves it is
planned to further increase the level of hedging.

The hedging aims 1o maich the value of the assets 1o the mavement in liabilities arising from changes in market expectations of future inflation
rates and future gitt yields. This is to help protect and reduce volatility in funding valuations which are used to determine the cash contribution
requirements to the scheme. As these accounting disclosures use the yields available on corporate bonds to determine the accounting
liabilities, the hedging may not have the same impact against changes as they do on a funding valuation. Qver 2021, the yields available on
long dated corparate bonds have increased broadly in fine with long dated gilt yields, This means that the hedge has broadly had the same
impact on the funding pasiticn of the scheme and the accounting disclosuras.

To illustrate how sensibive the value of the defined benefit obligations are to different market conditions, the table below shows what resulting
defined benefit obligation would be (before any effect of the asset ceiling limit) i the assumptions were changad as shown (assuming all other
assumptions remain constant):

Group Total
Change in assumptions compared with 31 December 2021 actuarial assumptions £m
Base defined benefit obligation 1,789.2
0.1% pa decrease in discount rate 1,824.6
0.1% pa increase in salary ncreases 1,769.8
0.1% pa increase in inflation (and related assumption, eg salary and pension increases) 1,807.9

1 year increase n life expectancy 1,860.1
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5.2 Pensions conlinued

Assets and liabilities

Under tAS 19, plan assets must be valued at their fair value on the balance sheet date. The plan assets are made up of quoted and unquoted
investments, and asset valuations have been sourced from the respective scheme’s investment managers and custodians. based on their
pricing sources and methodologies, Unquated investments require mare judgement hecause their values are not directly observable, The
assumptions used in valuing unquoted invesiments are affected by current market conditions which could result in changes in fair value after
the measurement date.

For the main asset categories:

Equities listrd on recognised stock exchanges are valued at closing bid prices.

Bonds are measured using a combination of broker quotes and pricing models making assumptions for credit and market risks and market
yleld curves,

Properties are valued on the basis of an open market value or are valued using models based on discounted cash fiow technigues.
Assets in investment funds are valued at fair value which is typically the net asset value provided by the investment manager.
Certain unlisted investments are valued using a model based valuation such as discounted cash flow.

The value of bulk annuity contracts has been assessed by discounting the projected cash flows payable under the contracts (projected by an
actuary, consistant with the tarms of the contract) and is equal to the corresponding liability calculated by reference to the 1AS 19
assumptions,

The assets and liabilities of all of the defined benefit pension schemes (excluding additional voluntary contributions) at 31 December are:

*

Group tatal
2021 2020
Quated Unquoted Tatal Quoted Unguoted Total
£m 'm £m £m £m £m
Scheme assets at fair value:
Equities:
- UK 1.0 3.1 4.1 1.1 23.2 24.3
— QOverseas 7.0 76.5 83.5 4.6 189.8 194.4
— Private 0.5 s 0.5 — — —
8.5 79.6 88.1 5.7 213.0 2187
Debt securities:
— UK Government 788.1 0.2 789.3 760.3 0.2 760.5
— UK Corporate 11 7.6 8.7 1.2 7.5 8.7
— Overseas Government 2.6 53.4 56.0 2.4 52.9 55.3
— Overseas Corporate 1.2 67.8 69.0 68.8 135.4 204.2
— Emerging Markets 1.4 — 1.4 0.6 31.5 32.1
— Private Debt nn 129.5 129.5 —_ 71.3 71.3
- Secured Loans 0.1 --- 0.1 — —_ -
795.5 258.5 1,054.0 833.3 298.8 1,132.1
Property 2.8 97.5 100.3 4.2 89.6 93.8
Infrastructure 1.5 — 1.5 0.9 — 0.9
Credit Funds 3.2 160.1 163.3 52 — 53
Hedge Funds — 54.1 541 16.5 131.0 147.5
Absolute Return Funds 0.8 —_ 0.8 0.7 —_ 0.7
Diversified growth funds — 79.5 79.5 3.9 — 38
Insurance Contracts — 96.8 86.8 e 919 91.9
Cash 148.1 11.2 159.3 (70.8) 5.0 {65.8)
Cther 1.2 8.4 9.6 — 1.2 1.2
157.6 497.6 655.2 (39.3) 318.7 279.4
Total 961.6 835.7 1,797.3 799.7 830.5 1.630.2
Prasent value of scheme liabilites
(before effect of asset ceiling limit) {1,789.2) {1.882.3)
Nat surplus/{liability)
(before effect of asset ceiling limit) 8.1 (252.1)
Effect of asset ceiling limit (2.3) -
Present value of scheme liabifities
{after effect of asset ceiling limit) {1,791.5) (1.882.3)
Net surplus/(liabitity)
(after effect of asset ceiling limit) 5.8 {252.1}

- Some nvastments are in funds which ara in themseives not traded in active markels
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The Trustee of CRLAS invests in Liability Driven Investments (LDIs) as part of a risk hedging strategy. The aim of the strategy is to match the
value of the assets 1o the movement in liabilities arising from changes in market expectations of future inilation rates and fuiure gilt yields. In
arder 1o achieve this, LDIs invest in a variety of instruments including gilts, synthetic gilts (combination of repurchase agreement, reverse
repurchase agreements and 1otal return swaps) and cash. In the table above. the LD} as at 31 December 2021 (approximately £785m) has
been mapped as 98.4% Quotad UK government bonds, 1.5% Quoted Cash and C.1% Quoted Other, In prior years. the Trustee used the
product to gain exposure to the equity markets, through the use of a synthetc equity overlay (combination of equity options and total return
swaps); however, the Trustee closed out their positions in Q4 2021 and gained exposure to equity markets in a mare conventional way via a
unitised perifolio, In the above mapping, Cash historically included CPLAS's cash obligations under the equity total return swap (which resulted
in a large negative number) with the corresponding benefit included as Equities.

These amounts do not include any direclly owned financial instruments issued by the Group.

Within the Private Debt allocation, approximately £66m relates to lagged valuations as at 30 September 2021. Allowance has been made for
distributions anly over the period to 31 December 2021,

IFRIC 14

The Group has considered the impact of IFRIC 14 on the various schemes (in relation 1o either recognising a surplus or allowing for the impact
of any funding commitments mads) and has concluded. based on the intarpretation of the rules for each of the schemes, that IFRIC 14 would
increase the deficits shown at this balance sheet date for ane schame only, which is reflected in the balance sheet position. For CPLAS and the
othar schemes, IFRIC 14 would not limit the surplus or Increase the deficits shown at the balance sheet date.

Reconciliation of retirement benefits
Explanation of constituents of the consolidated income statement.

The cost of providing the pensian scheme during the year is broken down as follows, with due consideration being made for events which
require the income statement to be re-measured over the course of the year:

« Service cost is the cost to the Group of future benefits earned by contributing members over the current financial period.

* Past service cost represents the change in the prasent value of scheme liabilities in the current period in relation to prior years’ service.
« Administration costs are those entailed by the pension schemes aver the current period.

« Interest expense/{income) is made up of the interest on pension liabilities and assets over the current period generally based on the discount
rate adopted at the start of the period. An allowance for interest on the asset celling is recognised where applicable £nil as at 31 December
2021 (£nil as at 31 December 2020).
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5.2 Pensions continuad

All schemes are partly or wholly funded, and the follawing tabie shows the compenents of the movements from the opening to the closing

balances for the nat defined benefit obligatian:

Group total
Defined benedfit obligation Fair value of plan assets Net defined obligation
2021 2020 2021 2020 2021 2020
£m £m £m £m £m £m
At 1 January {1,882.3) (1.687.0) 1,630.2 1.444.5 (252.1) (252.5)
included in the consolidated income statement;:
Currant sarvice cost {6.3) {6.2) — —_ (6.3) 6.2)
Administration costs (3.5) (3.7) — — (3.5) (3.7)
Past service cost 0.2 {0.1) -— — 0.2 (0.1}
Effect of settlements 5.5 15.3 (4.8} (18.4) 0.7 (3.1)
interest expense/{income) (27.5) {30.1) 26.0 26.9 (1.5) (3.2
Sub-total in consolidated income statement (31.6) {24.8) 21,2 8.5 {10.4) {16.3)
Included in other comprehensive income:
Actuarial loss/(gain) arising fram:
- demographic assumptions {10.7) 12.9 - — {10.7) 12.9
- financial assumptions 129.2 (256.3) —_ — 129.2 (256.3)
— experience adjustments {41.6) 40.3 - — (41.6) 40.3
~ changes in asset cailling/mmnimum liability (2.3) — _— — {2.3) —_
Return on plan assets excluding interest — — 34.8 171.0 348 i71.0
Sub-total in other comprehensive income 74.6 (203.1) 34.8 171.0 109.4 (32.1)
Employer contributions’ — — 158.9 49.0 158.9 48.0
Centributions by employees (1.6) (1.4) 1.6 1.4 — —
Benefits paig 48.8 45.6 (48.8) (45.8) e R
Exchange movement - recognised in other comprehensive income 0.6 {1.6) (0.6) 1.4 e 0.2)
At 31 December (1,791.5) (1.882.3] 1,797.3 16302 5.8 (252.1)
Schemes in a net surplus
CPLAS {1,725.3) — 1,732.5 — 7.2 —
Qther schemes (23.8) (25.3) 29.9 28.4 6.1 31
(1,749.1) (25.3) 1,762.4 28.4 13.3 3.1
Schemaes in a net deficit
CPLAS —  {1,810.6) —_ 1.568.8 —_ (241.8)
Qther schemes {42.4) (46.4) 34.9 33.0 (7.5) (13.4)
(42.4) {1,857.0) 349 1,601.8 (7.5)  (255.2)
At 31 December {1,791.5) {1.882.3) 1,797.3 1,630.2 5.8 (252.1)

1. 2021 employer contribubhions excludes £3.0m hetd in escrow at 31 Decamber 2021 which will be released o the schame in 2022

Ot the total pension cost of £10.4m (2020: £16.3m). £5.4m (2020; £9.4m) was included in cost of sales. £3.5m (2020: £3.7m) was included in

administrative expenses, and £1.5m in finance costs {2020: £3.2m).

Breakdown of liabilities for the CPLAS
Information about the defined benefit obligation for the CPLAS:

Proportion Propartion

of overall of overall
liability Duration liabil ity Dhueatian
% {years) o {years)
2021 2021 2020 2020
Aclive members 5 21.4 5 22.4
Deferred members 63 22.8 64 24.2
Pansioners 32 13.0 31 137
Total percentage / average duration 100 19.6 1G0 20.9
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Financial and demographic assumptions

Main assumptions 'z

Rate of price inflation — RP{

Rate of price inflation — CPI

Rate of salary increase

Rate of increase of pensions in payment®:

- RP1 inflation capped at 5% per annum

— RPl inflation capped at 2.5% per annum

-~ CFl inflation capped at 5% per annym

Discount rate

Expected take up maximum available tax free cash

Al schemes

2021 2020
3.30 2.80
2.65 2.15
3.30 2.90
3.20 2,85
2.20 2.10
2.65 2.20
1.90 1.30
85.00 85.00

i Only the discount rata s relevant to the Admitted Bady Scheme. Differcnt assumptions apply 10 hon-UK sehameas, for exampic: the discount rate far tha Insh Schemes arg 1.25% per

annum and for the Swiss schemas 1t 1s 0.35% par annurn o 2021,
2. Thare are ather lovels of pension increase which agply ko particular periads of mambershig,

The average fulure life expectancy from age 65 (in years) for mortality tables used to delermine scheme habilities for the various different

schemes at 31 December 2021 and 31 December 2020 are as follows:

Member currently aged 65 {current life expectancy)

Member currently aged 45 (life expectancy at 65)

Male Femalg Male Female

2021 2020 2021 2020 2021 2020 2021 2020

Capita Scheme’ 22.5 225 24.4 24.3 224 224 25.3 25.3
Other Schames® 21610226 21516228 23510244 23310243 22410249 224102486 25.11026.4 24510268

1. Tho assumptions esed for the Capia schema are tailored for each mamber. The assumptions adopted make allowance for an increase in tha longewity n the future. The rate far members
currently aged 6515 denved frorm the pensioner membership and the rate for members reaching age 85 in 20 years' ime 1s denved from nan-pensiorier mampership.

2. This does not apply to the Admittad Body Schame or the allocatad section of a Local Governmant Pension Schame.

5.4 Employee henefit expanse

@ Accounting policies

Government grants

Government grants are not recognised until there is a reasonable assurance that they Group will comply with the condiiions attaching to them
and that the grants will be received. Govemment grants are recognised in the consolidated income statement on a systematic basis over the
periods in which the Group recognises, as expenses, the related costs for which the grants are intended to compensate. Government grants
that are receivable as compensation for expenses or lossas already incurred or for the purpase of giving immediate financial support to the
Group with no future related costs are recagnised in the consolidated income statement in the period in which they become receivable,

2021 2020

MNates £m £m

Wages and salaries 1,493.3 1.511.7
Sacial security costs 155.9 154.6
Pension costs’ 52 116.7 122.1
Share-based payments 5.1 1.2 6.4
1,767.1 1.794.8

1. Pension costs include contributians from employees amauntng o £47.8im (2020: £47.9m).

During 2021 and 2020, the Group furloughed employees unable to work as a result of the Covid-19 pandemic, and applied to the Coronavirus
Job Retention Scheme (CJRS) operated by the UK Government. Amounts raceived undar CJRS are treated as a governmeant grant and
deducted from the relevant cost in the consalidated income statement. During the year, the Group claimed £4.9m (2020: £21.3mj under CJRS.

These amounts are included within the relevant cost headings in the lable above.

The aggregate amount of directors’ remuneration (salary. bonus and benefits) is shown on page 109 of the directors’ remuneration repart.

. The aggregate amount of gains made by directars on exercise of share optians was £— {2020 £45.569) (refer to note 6.1).

. The remuneration of the highest paid director was £1.237.918 (2020; £1.112,325),

. Payments have been made to a defined contribution pension scheme an behalf of four directors {2020: four directors). For the

highest paid director, pension contributions of £36,250 (2020: £36,250) were made.

The average number af employees during the year was made up as follows.

Sales
Administration
Operations

202 2020
Number Nurnbar
766 1,661

3,259 3,962
49,305 52,702

93,330 58.325
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Section 6: Other supporting notes

This section includes disclosures of those items that are not explained elsewhere in the financial statements.

In this section you will find disclosures about:
6.1 Related-party fransactions

6.2 Contingent liabilities

6.3 Post balance sheet events

@ Denotes accounting policies

6.1 Related-party transactions

Compensation of key management personnel

2021 2020

m £in

Short-term employment benefits 12.7 6.9
Fension —_ —
Share-based paymants 0.3 3.5
13.0 10.4

Gains on share options exercised in the year by Capita plc executive directars were £nil {2020: £49.569) and by key management personnel
£1,132,231 {2020: £38,050), totalling £1,132,231 (2020: £87.619).

During the year. the Group rendered administrative services to Smart DCC Limited (DCC), a wholly-owned subsidiary which is not consolidated
(refer ta note 4.7). The Graup received £90,1m (2020: £113.1m) of revenue for these services. The services are procured by DCC on an arm's
length basis under the DCC licence. The services are subject to review by Ofgem to ensure that all costs are economically and efficiently
incurred by DCC.

Capita Pension and Life Assurance Scheme is a related party of the Group. Transactions with the Scheme are disclosed in note 5.2

6.2 Comtingent liabilities
Contingent liabilities represent potential future cash autflows which are either not probable or cannot be measured reliably.
The Group has provided, through the normal course of its business. parformance bonds and bank guarantees of £28.7m (2020 £55.8m).

The Groug is in discussions with a number of its closed book Life & Pensions clients, the outcomes and timings of which are uncertain but
could result in the continuation of contracts with amended terms or the termination of contracts. If an operation is terminated. the Group may
incur associated costs, accelerate the recognition of deferred income or the impairment of contract assets.

The Group's entities are parties lo legal actions and claims which arise in the normal course of business. The Group needs to apply judgement
in determining the maerit of litigation against it and the chances of a ¢laim successfully being made. It needs to determine the likelihood of an
outflow of economic benefits occurring and whether there is a need to disclose a contingent liability or whather a provision might be required
due to the probability assessment,

At any lime there are a number of claims or notifications that need to be assessed across the Group. The disparate nature of the Group's
entities heightens the risk that net all potential claims ara known at any pointin ime.

£.3 Post balance shest events

The following events occurred after 31 Degember 2621, and before the appraval of these consolidated financial statements, but have not
resulted in adiustment to the 2021 financial results:

Disposal of AMT Sybex
The disposal of the AMT Sybex software business to Jonas Computing {UK) Limited completed on 1 January 2022,

Cash proceeds of £23.0m were received on completion, which inciuded the setlerment of intercompany balances cwed by AMT Sybex to the
Groug of £12.8m. Following an impairment of assels in 2021 based on the expected fair value less cost of disposal of the business, net assets
of £17.7m were disposed of on coempletion, Total costs of disposal arg estimated to be £3.4m, of which £1.7m were recognised at 31 Dacamber
2021,

Potential additional consideration of up to £17m 15 payable to Capita over 24 months, subject to certain conditions.
Disposal of Secure Solutions and Services (S55)
The disposal of the SSS business to NEC Sottware Solutions UK completed on 3 January 2022,

Cash proceeds of £72.0m were received on completian, which included the settlement of intercompany balances owed by S85 to the Group of
£41.8m. Net liabilities of £0.3m were disposed of, and total dispesal costs are estimated to be £4.2m (of which £2.9m were recognised at
31 December 2021). Consequently, we expeact to record a total gain on disposal of approximately £26.3m.

Disposal of Trustmarque

The disposal of the Trustmargue business to One Equity Partners was announced on 28 January 2022 for £111m on a cash free, debt free
basis, and the Group expects o receive net proceeds of c.£115m at completion. Additional consideration of ¢.£3m is payable 1o Gapita
contingent an certain future events, The sale is subject to centain consents.
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Section 7: Company tinancial statements

This section presents the campany only financial statements for Capita ple (the Company). In this section, you will find
the following:

7.1 Company balance sheet
7.2  Company statement of changes in equity
7.3 Notes to the Company financial statements

@ Penotes accounting policies

@ Denotes significant accounting judgements, estimates and assumptions

7.1 Company bhalance sheat

2021 2020
Noatgs £m £€m
Non-currgnt assets
Intangible assets 7.3.2 26.8 89.1
Tangible assets 7.33 13.2 14.7
Investmeants 7.3.4 947.3 683.3
Financial assets 7.35 220 35.4
Oeferred tax assets 7.36 12.7 10.0
Trade and other receivables 73.7 Q.1 1.8
1,022.1 834.3
Current assets
Financial assets 7.3.5 10.9 28.3
Amounts owed by subsidiary underakings 2,619.8 2,945.9
Trade and other receivables 7.3.7 131 8.6
Incame tax receivable 59.3 64.1
Cash —_ 1.6
27031 3.0485
Total assets 3,725.2 3.883.8
Current liabilities
Amounts owed to subsidiary undertakings 2,086.8 2,003.9
Trade and other payables 7.3.8 7.9 13.8
Accruals and deferred income .7 11.6
Overdrafts 31.0 131.9
Borrowings ) 7.3140 196.2 —
Financial liabilities 7.3.5 5.2 3.4
Provisions 7.3.9 8.2 17.3

2,377.0 21817

Nan-current liabilities

Trade and other payables 7.3.8 0.3 0.3
Borrowings 7.3.10 51.7 214.8
Financial liabilities 7.3.5 3.6 41
55.6 219.2
Total liabilities 2,432.6 2.400.9
Net assets 1,292.6 1.452.9
Capital and reserves
Issued share capital 7.3.11 34.8 34.5
Employee benefit trust and treasury shares 7.3.11 {8.0} (11.2}
Share premium 7.3.11 1,145.5 1,143.3
Capital redemption reserve 1.8 1.8
Merger reserve 44.6 44.6
Cash flaw hedging reserve 0.7} {4.6)
Retained earnings 74.6 274,56
Total equity 1,292.6 1,482.9

Tha Company's loss after taxation was £168.0m (2020, £113.9m loss).
The accompanying notes form part of the financial statements.
The accounts were approved by the Board of directors on 8 March 2022 and signed on its behalf by.

Jon Lewis Tim Weller

s Company registered number: 02081330
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Section 7: Company financial statements continued

7.2 Company slatement of changes in equity

Employes
banefit trust Capital Cash flow
Shara and treasury Share  rodemption Merger hedging Retaned

capital shares premium rescrve resarve reserve 2amings Total
£m £m £m £m £m £m £m £m
At 1 January 2020 34.5 (11.2) 1.143.3 1.8 446 — 382.0 1,5950
Loss for the year — -— — — — — (113.9)  (113.9)
Other comprehensive expense — — — — - (4.6) — {4 &)
Total comprehensive expense for the year — e — — e (4.6) (1139 (1185}
Share-hased payment —_ o —— — —— —_ 6.4 6.4
At 1 January 2021 34.5 (11.2) 1,1433 1.8 44.6 (4.6) 274.5 1,48209
Loss for the year — — — — — —_ (198.0) (198.0)
Other comprehensive expense — e — — e 3.8 — 3.9
Total comprehensive expense for the year — e — — —_ 3.9 (198.0) {194.1)
Shares issued 0.3 {0.3) — - — — o —
VAT refund on rights issue issuance costs — —_ 2.2 - — — — 2.2

Exercise of share aptions under employee long term
incantive plans — 3.5 _— — — —_ (3.5) —_
Share-based payment net of tax effects — — - —_ — - 1.6 1.6
At 31 December 2021 34.8 (8.0) 1,145.5 18 44.6 {0.7) 746 11,2926

1. The dilectors did not declare a drvidend in 2021 or 2020,

Share capital - The balance classified as share capital is the nominal proceeds on 1ssue of the Company's equity share capital, comprising
2 1/15p ordinary shares,

Employee benefit trust and treasury shares — Shares that have been bought back by the Company which are availabie for retirerment or
resale; shares held in the employee benefit trust have no voting rights and no entitlement to a dividend.

Share premium — The amcunt paid to the Company by shareholders, in cash or other consideration, over and above the nominal value of
shares issued to them less issuance costs,

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

Merger reserve — The merger reserve arose from the adoption of the exemption under section 131 of the Companies Act not to set up a share
premium account in respect shares issued for the acquisition of entities. The amounts attriouted to the shares issued for these acquisitions that
axceeded their nominal value was transferred to the merger reserve.

Cash flow hedging reserves — This reserve records the portion of the gain or loss on a hedging instrument in a cash flow that is determined to
be an effective hedge.

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

The accompanying notes are an integral part of the financial statements.
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Section 7: Company financial statements continued
7.5 Motes to the Company financis! stalements
7.3.1 Accounting policies

@ Accounting policies

Basis of preparation

In preparing these financial siatements, the Company applies the recognition, measurement and disclosure requiremnents of interational
accounting standards in conformity with the requirements of the Companies Act 2006 (Adopted IFRSs), but makes amendments where
necessary in order to comply with Companies Act 2006 and has set oul below where advantage of the FRS 101 disclosure exemptions has
been taken.

The financial staterents have been prepared in accordance with Financial Reporting Standard 101 — Reduced Disclosure Framework (FRS
101) as issued by the Financial Reporting Council. The Company has not presented its own profit and loss account as permitted by Section
408 of the Companies Act 2006.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard in relation to share
based payments, financial instruments, capital management, presentation of comparalive informaticn in respect of certain assets. presentation
of a cash-flow statement, standards not yet effective, impairment of assets and related party transactions.

The financial statements have been prepared on the historical cost basis and on the going concern basis, except for the revaluation of cenain
financial instruments. Historical cost is generally based on the fair value of the consideration given in exchange for the goods and services.
The principal accounting policies adopted are the same as those set out in Sections 110 6 of the consolidated financial statements, except as
noted below.

@ Significant accounting judgements, estimates and assumptions

(a) Investments in subsidiaries
The Company has investmenits in subsidiaries which are shown at cost, less provisions far impairment. Investments in subsidiaries are
reviewad for impairment annually or more trequently if svents or changes in circumstances indicate that the carrying value may bg impaired.

The Company determinas whather investments in subsidiaries are impaired based on impairment indicators. If an indicator is identified, an
impairment test is performed. This involves estimation of the enterprise value of the investee which is determines based on the greater of J
discounted future cash flows at a suitable discount rate or through the recoverable value of the investments held by the investee company.

(b) Pension schemes

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

The Company also has employees who are members of a defined benefit scheme operated by the Group — the Capita Pension & Life
Assurance Scheme (the Capita DB Scheme). The Company has a current employee who continues 10 acciue bensfits in the Capita DB
Scheme.

As there is no contractual arrangement or stated Group policy for charging the net defined benefit cost of the Capita DB Scheme to
participating entities, the net defined benetit cost is racognised fully by the principal employer, which is Capita Business Services Limited. The
Company then recognises a cost equal 1o its conbribution payable for the period. The contributions payable by the participating entities are
determined on the following basis:

« The Capita DB Scheme provides benefits on a defined benefit basis funded trom assets held it a separate trustee-administered fund.

« The Capita DB Scheme is a non-segregated scherne but there are around 200 different sections in the Scheme where each section provides
benefits on a particular basis (some basad on final salary, some based on career average earnings) to particular groups of employees.

= At each funding assessment of the Capita DB Scheme (carried out triennially), the contribution rates for those sections containing active
members are calculated, These are then rationalised such that sections with simiar employer contributicn rates (when expressed as a
percentage of pensionable pay) are grouped together and an average employer contribution rate for each of the raticnalised groups
calculated.

« The Company’s cantribution is consequently calculated by applying the appropnate average employer contribution rates to the pensionable
pay of its employees participating in the Capita DB Schame.

A full actuarial valuation of the Capita DB Scheme is carried out every three years by an independent actuary for the Trustee Board. with the
last full actuarial valuation carried out as at 31 March 2020. The purpose of that valuation is to design a funding plan to ensure that the Capita
DB Scheme has sufficient assets available to meet fulure benefit payments, based on assumptions agreed betwesn the Trustee Board and
Capita Business Services Limited. The 31 March 2020 actuarial valuation showad a funding deficit of £182.2m (31 March 2017: £185.0m). This
equates to a funding level of 88.0%: (31 March 2017: 86%a). As a result of the funding valuation, Capita Business Services Limited and the
Trustee Board agreed a funding plan to eliminate the deficit - Capita Business Services Limited nas agreed to pay addiional contributions
totalling £124m between July 2021 and December 2023.

In addition to the above, the pringipal employer has agreed to make additional, non-statutory. contributions of £15m each year in 2024. 2025
and 2026 to meet a secondary funding target.

The nexi scheme funding assessment is expected to be carned out with an effective date of 31 March 2023.

Note 5.2 of the Group's cansolidated financial staterments sets out more detail.
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Section 7: Company financial statements continued

7.52.1 Accounting policies continued

(c) Share-based payments

Subsidiary undertakings of the Company reimburse the Company through the intercompany account for charges attributable to their employees
participating in the Company's share schemes.

{d} Amounts owed by/to subsidiary undertakings

Significant accounting judgements, estimates and assumptions

The amaurts owed by and to subsidiary undertakings are tepayable on demanc along with any accrued interest. They are shown at cost plus
accrued interest less any provision for impairment. Amounts owed by subsidiary undertakings are reviewed for impairment annuaily or more
frequently if events or changes in circumstances indicate that the carrying value may be impaired. The Company determines whether amounts
awed by subsidiary undertakings are impaired by considering if there is an indicator of increased credit risk. The key assumption considered is
the probabkility of a subsidiary undertaking going into defacht at the balance sheet date.

The definition of default used by the Company is that the counter-party is in a net lability positian. In this case credit risk at the balance sheet
date is captured by the definition of default and the probability of default occurring in the next day (reflecting the contractual period of a demand
loan). The policy is to assess the net asset/net liability position of each investment and then to conclude on the probability of default, and
quantum of any impairment, by reference to the future discountad cash flows, With the contractual arrangements based on repaymant on
demand the future credit risk had a very limited impact on the calculation of expected credit losses at the balance sheet date.

The cash shortfalls arising when an amount owed by a subsidiary undertaking is in default are assessed by discounting the expected future
cash flows at the ariginal effactive interest rate of the instrument. Where it 1s expected thai the principal and alt associated interest can be
recovered at some point in the future, no material expected credit loss is recognised.

7.3.2 Intangible assets

Capitalised

saftware Other
development intangibles Total
£m £m fm

Cost
At 1 January 2021 87.2 29.2 116.4
Additions 0.8 —_ 0.8
Retirement (56.2) {13.5) (69.7)
At 31 December 2021 3.8 15.7 47.5
Amortisation
At 1 January 2021 18.3 8.0 27.3
Charge for year 6.7 2.4 9.1
Impairment 41.4 12.6 54,0
Retirement (56.2) (13.5) (69.7)
At 31 December 2021 11.2 a.5 207
Net book value:
At 1 January 2021 67.9 21.2 881
At 31 December 2021 20.6 6.2 26,8

Other intangibles relates to software purchased from third parties.

At 31 December 2021, £53.5m was impaired in respect of areas of a new financial reporting system invested in as part of the finance
transformation that are no longer expected to be used. Refer to the Chief Financial Officer’s review in the Strategic report for details.
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Section 7: Company financ

7.3.3 Tangible assals

ial statements continued

Short-term Equipment
Computer leasehold fght-of-use
equipment  Improvements asset Taotal
£m £ £m £m
Cost
At 1 January 2021 20.1 1.7 0.4 22.2
Additions 4.9 - — 49
Intragroup transfer (0.3) {0.4) e 0.7
Assat retirements {2.5) - a— {2.5)
At 31 Dacember 2021 22,2 1.3 0.4 23.9
Depreciation
At 1 January 2021 7.0 0.3 0.2 75
Charge for year 4.8 0.2 —_ 51
Impairment 0.5 -— 0.2 0.7
Intragroup transfer (0.1) - — (0.1)
Asset retirements (2.5} — — (2.5}
At 31 December 2021 9.8 0.5 a4 10.7
Net book value:
At 1 January 2021 131 1.4 0.2 147
Al 31 Dacember 2021 124 0.8 — 13.2
7.3.4 Investments
Shares in
subsid)ary
undenakmngs
£m
Net baok value
At 1 January 2021 683.3
Additions' 264.8
Impairment? (0.8}
At 31 December 2021 947.3

1 During the year endad 31 December 2021, Capia pl invested £215.0m in Capita Huoldings Limited and £48.8mn Capita Emplayee Benefts Haldings Limited,

2. During the year endad 31 December 2021, Capita plc impaired its nvestment in Capita Financial S2rvices Holdings Limited by £G.8m.

Direct investments

Registered office

Progorbon of naminal
value

of 1ssued sharas held
by the Company

Capita Pension Solutions Limited (formerly known as
Capita Employee Benefits Limited)®

Capita Legal Services |.imited’

Capita Employee Benefits Holdings Limited'
Capita Financizl Services Holdings Limited’
Capita Group Insurance PCC Limited?®

Capita Gwent Consuliancy Limited®®

Capita Holdings Limited'

Capita International Limited?

Capita Life & Pensions Regulated Services Limited®

Capita International Retirement Benefit Scheme
Trustees Limited*

Capita ireland Limited?

Capita Life & Pensions Services Limited®
Capita Shared Services Limited?

65 Gresham Streat. London, England, EC2V 7NQ

85 Gresham Street, London, England, EC2V 7NQ
65 Gresham Street, London, England, EC2V 7NQ
65 Gresham Street. London, England, EC2V 7NQ

Dorey Court, Admiral Park, St. Peter Port, Guemsey, GY1 4AT,

Guernsey

1 More London Place, London. S8E1 2AF

65 Gresham Street, London, England. EC2V 7NQ
65 Gresham Street, Londan. England. EC2V 7NC
65 Gresham Street. London, England. EC2V 7NQ

&5 Grasham Street, London. England, EC2V 7NQ

2nd Floor. Black 5, Irish Life Centre. Abbey Street Lower. Dubtin 1,

Do1P767
66 Gresham Street. London, England, EC2V 7NG
85 Gresham Street, London. England, EC2V 7NQ

108°%

100%
100%
100%
100°%

100°6
100°=
100°6
100°s
100%

100%

100%
100%%

1. Investing holding company

2. Quisourcing servicas company.

3 Insurance caphive.

4. Trustee company far the pension schemes.
5. in lqudatan.
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Sectlion 7: Company financial statements continued

7.3.4 Investments continued

Cerniain subsidiaries of the Group have opted to take advantage of a statutory exemption from having an audit in respect of their individual
statutery accounts. Strict criteria must be met for this exemption 1o be taken and has been agreed to by the directors of those subsidiary
antities.

Listed in note 7.3.16 to the Company financial statements are subsidiaries controileg and consalidated by the Group, where the ditectors have
takan advantage of the exemption from having an audit of the entities’ individual financial statements for the year ended 31 December 2021 in
accordance with Section 479A of The Companies Act 2006.

In order to facilitate the adoption of this exemption, Capita plc, the parent company of the subsidiaries concerned, undertakas to provide a
guarantae 1inder Section 479C of the Companies Act 2006 inrespect of those subsidianes. Letails of all indirect subsidiaries, as required under
Section 409 of the Companies Act 2006, ars reported in note 7.3.16 to the Company financiai statementis.

The Company considered whether there was an indicator of impairment in investments in subsidiaries at 31 December 2021, and due to the
Company's market cagitalisation being below the carrying value of the Company's net assets, concluded a trigger existed and performed an
impairmeant test.

The impairment test
The cash flow projections used for the impairment test, are derived from the 2022-2024 business plans approved by the Board. The enterprise
value is then calculated based on the present value of estimated future cash flows discounted at the current market rate of return.

The long-term growth rate is based on economic growth farecasts by recognised bodies and this has been applied 1o the forecast cash fiows
for the terminal period. The 2021 long-term growth rate is 1.7% (2020: 1.6%).

Discount rates

Management estimates discount rates using pre-tax rates that reflacted the latest market assumptions for the risk-free rate. the equity risk
premium and the cost of debt. which are all based on publicly available external sources. The discount rate used for all investments was 13.0%
(2020: 10.9%).

Sensitivity analysis

The impairment tasting as described is reliant on the accuracy of management's forecasts and the assumptions that underlie them; and on the
selection of the discount and growth rates to be applied. To gauge the sensitivity of the result to a change in any one, or combination of the
assumptions that underlie the model, a number of scenarios were developed to identify the range of reasonably possible alternatives and
measure which investments are the most susceptible to an impairment should the assumptions used be varied. This sensitivity analysis is only
applicable to those investments which have not already been fully impaired.

The table below shows the additional impairment required {with all other variables being aqual) by: an increase in discount rate of 1%; or a
decrease in the fong-term growlh rate of 1% {for the terminal pericd) for each of the investments: or by the severe but plausible downsides
applied to the base-case projections for assessing going concern and viability, without mitigations; and from all of the scenarios together. The
table below excludes those investments which have been fully impaired previously or are held at nominal value.

1% decrease in Severe hut

1% increase in long-term plausible Combination
discount rate growth rate downside sensitivity
£m £m £tm £m

Capita Pensiocn Solutions Limited (formerly known as Capita
Employee Benefits Limited) — — — —
Capita Financial Sarvices Holdings Limited (0.6) (0.5) (1.0) (1.8)
Capita Group Insurance PCC Limited e — — —
Capita Holdings Limited e — — —

Capita International Limited — — —
Capita Life & Pensions Regulated Services Limited — — — -
Capita Employee Benefits Heldings Limited —_ —

At 31 Dacember 2021, an impairment of £0.8m (2020: £0.5m) has arisen from the impairment test performed. Under the combination sansitivity
seenario, additional impairments of £1.8m have been highlighted in relation to Capita Financial Services Holdings Limited.

Management continue to monitor closely the perfarmance of all investments in subsidiaries and consider the impact of any changes to the key
assumptions, Given the performance of certain subsidiaries has been aliected by the continued recovery from Covid-19, there is a greater
range of potential future outcamas. A number of these downsidas would give rise to an impairment.
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7.3.5 Financial instrumants

Financial Financial Financial Fihancial
assels liabilities assets habiites
2029 202 2020 2020
£m £m om £m
Cash flow hedges 0.9 1.8 0.1 2.8
Non-designated foreign exchange forwards and swaps 1.8 4.7 2.9 1.7
Lease labilities — 0.1 e 03
Interest rate swaps — - 0.5 —
Crass-currency interest rate swaps 30.2 2.2 802 2.7
329 8.8 63.7 7.5
Anaiysed as:
Currgnt 109 5.2 28.3 3.4
Non-current 22.0 36 354 4.1
32.9 8.8 63.7 7.8
7.3.6 Deferrad tax
2024 2020
£m £m
Deterred tax included In the balance sheet is as follows:
Accelerated capital allowances 54 4.4
Tax losses 1.0 5.5
Qther short term timing differences’ 6.3 0.1
12.7 10.0
1 This includes defenad interest in 2021 however it was shown as part of tax losses n 2020
7.3.7 Trade and other receivables
Currant Non-current
2021 2020 202% 2020
€m £m £m £m
Trade receivables — 0.1 — —
Other debtors 2.0 0.4 —_ —
Other taxes and social security 1.4 2.0 — —
Prepayments 9.7 6.1 041 1.8
131 8.8 01 1.8
7.3.8 Trade and ather payables
Current MNon-current
2021 2020 2021 2020
£m £m £m m
Trade creditors 7.2 12.8 - —_
QOther creditors 0.7 4.8 0.3 0.3
7.9 13.6 0.3 0.3
7.3.8 Provisions
2021 2020
£m em
At 1 January 17.3 15.2
Frovisions proviged for in the year 8.8 5.9
Provisions released in the year (5.9) (3.4)
Utilisation (12.0) {0.4)
At 31 December 8.2 173

The majority of the provisions relate to the claims and litigations provisions of £4.0m and onerous contract provisions of £2.3m. Further detail

on these provisions can be found in note 3.8 to the Group's consolidated financial statements.
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7.3.10 Borrowings

2021 2020

£m £m

Private placement lcan notes 201.9 214.8
Credit facilities’ 46.0 -

247.9 214.8

1. Credi facilities includes £40.0m drawmg on the RCF.

Repayments fall due as lollows:
Due within & year
In more than 1 years but not more than 5 years
In maore than & years

Total borrowings

196.2 -
- 161.2
51.7 53.6
247.9 214.8

The Company issued guaramteed unsecured private placement loan notes as follows:

Interest rate EUR

(%) Denommnaticn o) Maturty
Fixed rate bearer notes 2.875 EUR 163.0 10 November 2022
Fixed rate baarer notes 2.875 EUR 60.0 10 Movember 2027
Schuldschein loan 3.625 EUR 16.0 10 November 2022
Total of euro denominated private placement loan notes 239.0

In June 2021, the company signed a £300m forward start revolving cradit facility {RCF) with our lending banks for the twelve months to August
2023. The new facility will start upon the expiry of the current RCF in August 2022. The RCF was £40.0m drawn at 31 December 2021 out of 2
total committed value of £385.7m. Following the receipt of disposal receipts in early January. the drawing was repaid and the commitment
reduced to £377.5m.

In March 2022 the Group executed with one of its relationship banks a committed backstop bridge facility. The facility provides £70m of
additional liquidity and it incorporates provisions such that it will be cancelled or will partially reduce in quantum as a consequence of specified
transactions, including on the completion of the announced disposal of Trustmarque. The committed facility has an expiry date of 31 August
2023 with an option for a further one year extension at the option of the lender. The facility is subject 1o covenants, which are the same as the

RCF.
Finally, at 31 Decembar 2020, £150m in similar committed bank backstop bridge facilities were in place. These wers held at December 2020
were cancelied on 1 February 2021 on receipt of disposal proceeds.

Further detail on these facilities can be found in nate 4.2 to the Group's consolidated financial statements.

7.3.11 Share capital

Disclosures about the share capital, share premium, employee benefit trust and treasury shares of the Company have been included in note
4.6 to the Group's consolidated financial statements.

7.3.12 Contingent liabilities
The Company has provided, through the normal course of its business. performance bands and bank guarantees of £28.7m (2020: £55.8m).

7.3.13 Relasted-party transactions

In the following, amounts for purchases and sales are for lransactions invoiced during the year inclusive of Value Added Tax where applicable.
All transactions are undertaken at normal market prices.

Duting the yaar, the Company sold goods/services in the normal course of business to Entrust Support Services Limited for £0.8m (2020:
£0.9m). The Company purchased goods/services in the narmal course of businass for £0.2m (2020: £0.1m). At the balance sheet date. the net
arnount receivable from Entrust Support Services Limited was £nil (2020: £nil).

In the period to 29 July 2021, the date the Group disposed of AXELOS Limited, the Company sold geeds/services in the normal course of
business to AXELQOS Limited for £0.4m (lo 31 December 2020: £0.9m). The Company purchased goods/services in the normal course of
business for £0.2m (to 31 December 2020: £0.3m). At the balance sheet date, the net amount receivable from AXELOS Limited was £nil (2020:
£nily,

During the year, the Company soid gocds/services in the normal course of business to Capita Glamorgan Consultancy Limited for £0.1m
{2020: £0.1m). The Company purchased goods/services in the normal course of business for £nil (2020. £nil). At the balance sheet cate, the
net amount receivable from Gapita Glamorgan Censultancy Limited was £nil (2028: £nil}.

During the year, the Gompany sold goods/services in the normal course of business to Fera Science Limited for £0.6m (2020: £0.3m}. The
Company purchased goods/services in the normal course of business for £0.1m (2020: £nil). At the balance sheet date, the nat amount
receivable from Fera Science Limited was £nil (2020: £0.1m).
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Section 7: Company financial statements continued
7.3.14 Pension costs

The Gompany operates defined benefit and defined contribution schemes. The pension charge for these schemas for the year was £2.0m
{2020: £1.8m),

7.3.15 Share-based payments

The Company operates several share-based payment glans and details of the schemes are disclosed in note 5.1 of the Group's consolidated
financial statements,

The Group recoghised an expense for share-based payments in respect of employeé services received during the year to 31 December 2021
of £1.2m (2020: £6.4m), all of which arises from equity-setiied share-based payment lransactions. The total Company expense, after
recharging subsidiary undertakings. charged to the income statement in respect of share-based payments was £0.6m (2020: £3.5m).
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7.3.16 Related undertakings

The stated address relates to the place of incorporation of the entity, which is the same as its tax residence in all cases other than Capita
Group Insurance PCC Limited which is incorporated in Guernsey. but which is tax resident in the UK.

Unless otherwise indicated, all sharehcldings are owned indirectly by the company and represent 100% of the issued share capital of the
subsidiary. Dormant companies are marked (D).

Company name Share class Company name Share class
Agiito Limited 3 £1.00 Ordinary Capita Dubai Limited * £1.00 Ordinary
Akinika Debt Recovery Limited © £1.00 Ordinary Capita Employee Benefits (Consulting) Limited ® £1.00 Ordinary
Akinika Limited & £1.00 Ordinary Capita Employee Benefits Holdings Limited ® * £1.00 Ordinary
Akinika UK Limited (in liquidation} ' £1.00 Ordinary Cagita Pension Solutions Limited ¥ * £1.00 Qrdinary
AMT Group Limited * €1.00 Ordinary Capita Energie Services GmbH ¥ = €1.00 QOrdinary
AMT-8ybex (Software} Limited ° €1.00 Ordinary Capita ESS Haldings Limited * £1.00 Ordinary
AMT-Sybex Group Limited 2 €0.0012 Ordinary Capita Financial Services Holdings Limitad * * £1.00 Ordinary
AMT-3yhex Limited - £1.00 Ordinary E_apittead@as Registration and Ancitlary Services £1.00 Ordinary
1mi 2

Artificial Labs Ltd ¥ @ £0.00 Ordinary A Capita Glamorgan Consultancy Limited ¥ £0.01 Ordinary A
Barrachd Limitad {in liguidation) ' £1.00 Ordinary Capita GMPS Truatees Limited ([3}) ° £1.00 Ordinary
BGS Design Ltd (in liguidation) £1.00 Qrdinary Capita Grosvenor Limited (D) ® £1.00 Ordinary
Beovax Computer Services Limited (In liguidation) £1.00 Ordinary Capita Group Insurance PCC Limited '©* £1.00 CG1

£1.00 Ordinary
Booking Services International Limited 3 £1.00 Ordinary Capita Group Limited (D} 3 £1.00 Qrdinary
Brantside Communications Limited (D) ® £1.00 Ordinary Capita Group Secretary Limited (D) ° £1.00 Ordinary
Brightwave Enterprises Limtad * £1.00 Ordinary (vjapita Gwent Consultancy Limited (in hguidation) ' = £0.01 Preference
Brightwave Holdings Limited * £1.00 Ordinary Capita HCH Limited ° £1.00 Ordinary
Brghtwave Limited * £1.00 Ordinary Capia Health and Welflbeing Limited * £1.00 Ordinary
BS| Group Limited ® £1.00 Ordinary Capita Health Holdings Limited ® £1.00 Ordinary
Call Wision Technologies Lid (in liquidation} ' £1.00 Crdinary Capita Heldings Limited ~ £1.00 Ordinary
Capita (02549055) Limited {in liquidation} ! £1.00 Ordinary Capita 18 Solutiens {Ireland) Limited 2 €1.00 Ordinary
Capita (04472243) Limited (D} ® £1.00 Ordinary Capita 1B Solutions Limred ® £1.00 Ordinary
Capita (6588350) Limitad (in liquidaton} ! £1.00 Ordinary Capita IB Solutions (BK} Limited * HKD1.00 Ordinary A

HKD1.00 Qrdinary B
Capita (D1) Limited {in liquidation}’ £1.60 Ordinary Capita India Private Lirnited *° INR19.00 Ordinary
Capita (Polska) Spdtka z ograniczon. adpowiedzialnoiciy 9 PLZ30.00 Ordinary Capita Insurance Services Group Limited ® £1.00 Crdinary
Capita (Real Estate & infrastructure) Limited (D) * £1.00 Ordinary Capita Insurance Services Holdings Limited * £1.00 Ordinary
Capita (South Africa) (Pty) Limited ™ ZAR1,00 Ordinary Capita insurance Services Limited * £1.00 Ordinary
Capita (USA) Haldings Inc. ? US$1.00 Ordinary Capita international Lirmited * * £1.00 Ordinary
Capita Birmingham Lsmitad ® £1.00 Grdinary Capita International Retirement Benefit Scheme £1.00 Ordinary

Trustees Limited (D) ®*
Capita Buiiding Standards Limited {in liquidation} ! £1.00 Qrdinary Capita Ireland Limited 3 €1.00 Ordinary
Capita Businass Services Ltd * £1.00 Ordinary Capita IT Services (BSF) Limited * £1.00 Ordinary
Capita Business Support Services Ireland Limited 3 €1.00 Ordinary Capiia IT Services Holdings Limited 3 £1.00 Ordinary
Capita Commercial Insurance Services Limitad * £1.00 Ordinary l(;qapggt_lgn?qg Consulling India Private Limited {in INR10.00 Qrdinary
1quik I E

Capita Corparate Directar Limited (D) * £1.00 Ordinary Capita IT Saervicas Limited #? £1.00 Qrdinary
Capita CTI (LUSA) LLC® US81.00 Ordmary Capita Justice & Secure Sarvices Holdings Limited & £1.00 Ordinary
Capita Customer Management Limited ° £1.00 Ordinary Capita Land Limited (D) £1.00 Ordinary
Capita Customer Services (Germany) GmbH 2 €1.00 Ordinary Capita Learning Limited 3 £1.00 Ordinary
Capita Customer Services AG ™ CHF1.00 Orchinary Capita Legal Services bimrtad 7 £1.00 Ordmary
Capita Customer Sclutians (UK) Limited ° £1.00 Ordinary Capita Life & Pensions Regulated Services Limited 3 * £1.00 Ordinary
Capita Customer Solutions Limited * €1.00 Ordinary Capita {ife & Pensions Services Limited ® * £1.00 Ordinary

Capita Cyprus Haldings Limited ™ £1.00 Ordinary Capita Life and Pensions International Limited * £1.040 Qrdinary
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7.3.16 Related underiakings continued

Gompany rame

Share class

Company name

Share class

Capiia Lite and Pensions Services (isle of Man) Limited ™
Capita Managed [T Solutions Limited #*

Capita Managing Agency Limited *

Capita Mclarens Limitad ¥

Capita Mortgage Administration Limited ¥

Gapita Mortgage Softwara Solutians Limited *

Capiia Norman + Dawbarn Lirmited (D) ™ 1.2

Capita Ofishore Services Private Limitad (in kqudation)
Capita Property and Infrastructure {Structures) Limited °

Capita Praoperty and Infrastructure Consuitants LLC (in
liquidation) 2 *
Capita Properly and Infrastructure Holdings Limited ®

Capita Property and Infrastructure Intermational Holdings
Limited (D) *

Capita Property and Infrastructure International Limeed (D)
Capita Property and Infrastructure Limitag ®

Capita Resourcing Limited *

Capita Retail Financial Services Limited *

Capita Retain Limited ©

Capita Retain (USA)LLC ®

Capita Scatland (Pension) Limited Partnership 4

Capita Scotland General Partner (Pension) Limited =
Capita Secure Information Solutions Limited >

Capita Services (Isle of Man) Limited (in iquidation} '¢
Capita Shared Services Limited ©~

GCapita {S88) Limited *

Capita Software (US) LLC?

Capita Southampton Lirmited *

Capita Symonds (Asia) Limted {D) °

Capita Symonds India Private Limited (in liquidaton) =

Capita Symaonds Saudi Arabia Limited (D) *°
Capita Translation and interpreting Limited *
Capita Travel & Events Holdings Limited 4
Capita Wotkforce Management Limited ¢
Capita West GmbH 2

CAS Services US Inc 77

CCSD Services Limited (in liquidation)
CHKS Limited ®

Clinical Selutions Acquisition Linted *
Clinical Selutiens Finance Limited *
Clinical Solutions Group (Internationaly LLC (D) 7
Clinical Solutions Holdings Limited 3
Clinical Solutions international Limitad >
Clnical Solutions 1P Limited *

CMGL Group Limited tin liquidation}
CMGL Holdings Limited {in liquidation)

£1.00 Crdinary
£1,00 Ordinary
£21.00 Oudinary
£1.00 Ordinary
£1.00 Qrdinary
£1.00 Ordinary
NGN1.00 Orchnary
INR1Q.00 Ordinary
£1.00 Grdinary

AED1.000.00
Orginaty

£1.00 Ordinary
£1.00 Ordinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
N/A

N/A

£1.00 Ordinary
€1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
NZA

£1.00 Qrdinary
£1.00 Ordinary
INR10.00 Qrdinary

N/A

£1.00 Crdinary
£1.00 Ordinary
£1.00 Crdinary

€25,000.00
Ordinary

USS51.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Qrdinary
N/A

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 QOrdinary

Comgplete Imaging Limitad (in liquidation) '
Computeriand UK Limitad *

Contact Associates Limited *

CPLAS Trustees Limited (D} *

CS Climecal Solutions India Private Limited <°
Cymbio Limited ®

Daisy Updata Communications Limited ® &
Debt Solutions (Holdings) Limited #
Dragonfly Technology Soiutions Lid * 7.
D3TBTD LIMITED * <

Duke 2021 Topeo Limited ¥ »
E.B. Consultants Limitad (D} *

Electra-Net {UK) Limited *

Electra-Net Group Limited *

Electra-Met Holdings Limited

Emercom Lid (in kquidation) ™

Entrust Support Services Limited = ¥
Equita Limited ”

Equitable Holdings Limited (D) *

Eureka Assessoria Empresarial Ltda (D} 2 ¢
Euristix {Holdings) Limited (D} ®

Euristix Limited *

Evolvi Rail Systems Lumited ¥

Expotel Hotel Resarvations Limitad (in iquidation) '
Fera Science Limited ° B

Fire Service College Limited

FirstAssist Services Limited *

Full Circle Contact Centre Services (Proprietary)
Limited "

G L Hearn Limited ©

G L Hearn Management Limited ©
Gissings Truslees Limited (D) 7
Grasvengr Career Services Limited (D) *

Health Analytics Ltd (n hquidation) '

international Travel Group Limited {in liquidation)
|.alemestings.com Limitad (in lquidation} '

Leval Financial Technelagy Limited 3'

Liberty Printers (Ar And Af Reddinj Limitad *

Markat Mortgage Limited * =«

Marrakach (U.K.} Limitad *

Marraiech Limited -

Medicals Direct International Limited (in liquidation)
Matacharge Limited

NYS Corporate Ltd. iin liquidation} '

Octal Business Solutions Limited *

£1.00 Ordinary
£1.00 Ordinary
£1.00 Crdinary
€£1.00 Ordinary
INR10.00 Crdinary
£1.00 Crdinary
£1.00 Ordinary B
£1.00 Ordinary
£0.001 Qrdinary
£0.001 Ordinary
£1.00 B Prefarred
£1.00 Ordinary B
£1.00 Ordinary

£1.00 Ordinary
£1.00 Qrdinary
£1.00 Qrdinary
£1.00 Ordinary
£1.00 Ordinary X
£1.00 Ordinary
£1.00 Ordinary
BRL1.00 Ordinary
£1.00 Ordinary
£1.00 Qrdinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary B
£1.00 Ordinary
£1.00 Ordinary
ZAR0.01 Ordinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary

£1.00 Qrdinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£0.001 Ordinary
£1.00 Ordinary
€1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
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7.3.16 Related undertakings continued

Company name Share class Company name Share class
Opin Systerns Limited {in liquidation) ' £1.00 Ordinary Tascor € & D Services Limited ° £1.00 Ordinary
Optilead Inc. {in hquidation} gtSSE.OCH Commaon Tascor Services Limiteg © £1.00 Ordinary
0c
Optitead Limited (D) * £1.00 Ordinary TELAG AG ¢ CHF1.000.00
Ordinary
Qptima Legal Services Limited 21 £1 00 Ordinary The Fisher Training Group Limited {in hgudation) 100 Ordinary
PageOne Communications Limited ® £1.00 Ordinary The G2G3 Group Lid. ™ £1.00 Ordinary
Pardus Holdings Limited ' ~ £1.00 Ordinary Trirty Three Group Limited (D) ® £1.00 Ordinary
Pay360 Limited ® £1.00 Ordmary Thirty Three LLP ? N/A
Pervasive Limited * £1.00 Qrdinary ThityThree APAC Limitad * HKD1.00 Ordinary
Pervasive Networks Limited ® £1.00 Ordinary ThirtyThree USA Inc. * US$1.00 Qrdimnary
Rathcush Limited (in kquidation) *° €1.00 Ordinary Trustmarque Solutions Limited ® €1.00 Ordinary
RE (Reglonal Enterprise) Limited * ¥ £1.00 Ordinary A Updata Infrastructure (UK) Limited * £1.00 Ordinary
Ratain International (Holdings) Limited (D) 7 £1.00 Ordinary Updata Infrastructure 2012 Limited (D) * £1.00 Ordinary
Retain international Linuted (0) © £1.00 Ordinary Urban Vision Partnership Limitad * = £1.00 Ordinary B
Ross & Roberts Limited ’ £1.00 Ordinary Ventura (India) Private Limited ¥ INR10.00 Ordinary
Sbj Benafit Consultants Limited (D) £1.00 Ordinary Ventura (UK) India Limitad - £1.00 Ordinary
Sbj Professianal Trusteas Limited (D) ° £1.00 Ordinary Venues Event Managemant Limited {in liquidation) ' £1.00 Qrdinary
SDP Regeneration Services 2 Limited * £1.00 Qrdinary Vilanova Managament Limited (in liquidation) ™ €1.00 Qrdinary
Security Watchdog Limited (D) * £1.00 Qrdinary Vaice Marketing Limited * £1.00 Ordinary
Smart DCC Limited ® £1.00 Ordinary Wabowden Limited (in liguidation) '? €1.00 Ordinary
Stirling Park LLP *! N/A Westem Morigage Services Limited £1.00 Ordinary
Symonds Travers Margan {Malaysia) SDN. BHD () ® RM1.00 Ordinary Woolf Limited ¢ £1 00 Ordinary

Synaptic Software Limited * £1.00 Ordinary
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7.3.16 Relatzd undertakings continued

Footnotes

* Companies diractly hald by Capita pic.

~ Shareholdings awned indiractly by the campany and represent [1 37 3% of the issued sharg capital
of subsidiary

> Sharehotdings owned indwastly by the company and rapresent 1 04% of the issued share capital at
subsidiary.

< shareholdings owned indiractly by the company and represent 18,70% of the issued share caprtat of
subsidiary

® Shayeholdings ownad Indirectly by the company and r2present 22 7.2% of the issued share capital
of subsidiary.

<+ Sharehaldings owned mdrectly by the company and represent 749 01% of the 1ssusd shaie capital
of subsidiary

# Shareholdings owned Induectly by the company and reprasent 49% of tha 1ssued share ¢apital of
subsidiary

« Shareholdings owned indire<Hy by the campany and represent 48 9% of the ssued share capital of
subsdiary

A Shareholdings owned indirectly by the company and represant 50% of the nsued share capsial of
subsidiary

» Shareholdings owned indirectly by the campany and represent 70 1% of theissued share capital of
subsidiary

¥ Sharehoidings owned ndirecth, by the cormpany and represent 51% of the issued share capitad of
subsidiary

- Shareholdings owned indirectly by the company and repeesant 48.29% af the 1s5usd share capital
af subsidiary,

m Shareholdmgs owned indirectly by the company and repigsent 75% of tha isseed share capital of
subsidiary

1 Sharzholdings owned mtrectly by the campany and represent 97 3% of the wsused share capital ot
subsidiary

# Shateholdings owred indiectly by the campany and reprasent 3% 90% of the issued share rapital
of subsidiary
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Registered office address

1 More Londan Place, London, SE1 2AF, United Kingdom

1004 Bin Hamoodah Building, Khalifa $1., PO Box 113 740. Abu Dhabl. Unitad
Arab Emrates

2nd Floar, Block 5. Irish Life Gentre, Abbey Street Lawar, Dublin 1, DOY P67

2 Biddulph Catiages Windmilt Road, Kemble. Glougestarshire, GL7 6AQ.
Engiang

65, Gresham Street. London, EC2V 7NQ. England

33/34 Winckley Square, Preston, Lancashire, PR1 JEL

42/44 Hanry Straet, Narthampton, Northamptonshire, NN1 482, United Kihgdam
803. Manning House. 38 Queen's Road Central, Hong Kang

850 New Burton Road. Suitz 201, Dover, DE 18904, United States

Bth Floor, Union Castle Building, 55 3t Georges Mall. Cape Town, 8001, South
Alica

Awia One, 144 Marrison Straet. Edinburgh, EM3 8EX

Alameda dos Guaramomis. ho 930, 1st Floor Sute 01, Barro. Mosina, CEP
04078-011. Brazil

Boume Houss, 475 Goodstone Road, Whytaleale, Surrey, CR3 0BL. England

€:0 Pki Littlajahn 15 Westterry Gircus. Canary Wharf London, E14 4HD
Englang

Centium Biurowe Lubicz Lul. Lubiez 23, Krakew 31-503, Paland
Chinctr's House, Lond Straet, Dauglas, M8 1RZ isle of Man

Corporaton Service Campany 2711, Centerville Road, Sute 400, Wilmington,
County of Newcastle. DE. 18808, United States

Dorey Gourt, Admiral Paik. &t Pater Pert, Guarnsay. GY1 AT

Emst & Young. Block 1, Harcoun Centre, Harcourt Street, Dublin2, D02 ¥ A40.
Ireland

Hardturmstrasse 101, Zanch, 8005, Switzerland

Hepworth House. Claypit Lane, Leeds, LS2 8AE, Unitad Kingdam

Hillkmew House, 81 Church Road, Newtownabbey Co Antnrm, BT38 7LQ0
Rudower Chaussee 4, Borhh, 12489, Germany

Konstanzerstrasse 17 Tagerwilen, §274. Switzerland

10th Flgor, UBA House, No 57, Manna Strzet, Lagos Island Lagos, Nigena
tindred Housa, 20 Lindred Aoad, Brierield. Nelson, Lancdshire, BBI 58R
Nassauer Fing 38-41, Krefeld. 47803, Germany

Pavilion Building. Ethsmur Way. Tannochside Park, Uddingston Glasgow G71
5PW, Unitad Kingdom

Plant 06, Gate No. 2. Godre| and Bayce Complex, LBS Marg. Prrojshahnagar,
Viknroh (Westy, Mumba. 400 079. India

803 Manning House, 48 Queen's Road Gentral, Hong Keng

Rift Accounting Houge, 160 Eureka Park Uppet Parrberton, Kennington
Ashiord, TH25 447, England & Wales

Suite 13.03, 13th Floor, Menara Tan & Tan. 207 Jalan Tun Razak, 50409 Kuala
tumpor, Malaysia

The Baacon, 176 St Vincent Streat. Glasgow. G2 55G. United Kingdom
22 Grenvilla Street. St Heher. Jersey, JE4 8PX. Channal lslands

The Rivenxay Centre, Riverway. Stafford, ST18 3TH United Kingdom
Themistokl Dervi 3. Juha House, Nigosia, 10868, Cyprus

Lpper Giound ieval, Level 1, lavel 2, & leval 3. Towar B1. Margapatta City SEZ,
Margapatta City, Hadapsar, Pune.411013 Inda Maharashira

Unit B, West Gork Technology Park, Clenakity Cork Iralang

Wstn. Connect House 133-137 Alexandra Road Wimbledon London. United
Kingdom. SW1g 74Y

King Atdul Aziz Street. FO Box 7032, Carmmam. Saudi Arabia
24 Biythswood Square, Glasgow. G2 4BG. Scotland
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7.3.18 Related underiakings continued

Listed below are subsidiaries controlled and consolidated by the Group. where the directars have taken the exemption from having an audit of
its financial statements for the year ended 31 December 2021. This exemption is taken in accordance with Companies Act Section 479A.

Company name

Company registration Company name

Company registration

Booking Services International Limited

Brightwave Enterprises Limited

Brightwave Holdings Limited

Brightwave Limited

BSH Group Limited

Capita Birmingham Limited

Capita Gas Registration and Angillary Services Limited
Capita HCH Limited

Capita Health and Wellbeing Limited
Capita IT Services (BSF) Limited
Capita IT Services Limited

Capita Learning Limiled (previously Knowtedgepoaol
Limited}

Capita Managed IT Solutions Limited

Capita Mclarens Limited

Capita Property and Infrastructure (Structures) Limited
Capita Southamgpton Limited

CHKS Limited

Clinical Solutions Acquisition Limited

Clinical Sclutions Finance Limited

1833039 Clinical Solutions Holdings Limited
7086783 Clinical Solutions International Limied
7462788 Clinical Solutions IP Limited
4092349 Cymbio Limited
3005586 Debt Sclutions (Holdings) Limited
5660977 Euristix Limited
5078781 Fire Service Coliege Limited
2384029 FirstAssist Services Limited
Liberty Printers (AR and RF Reddin)
3185776 Limited
1855936 Metacharge Limited
SC045439 Qctal Business Solutions Limited
4968329 Pervasive Limited
NI032979 Pervasive Netwerks Limited
SCG21024 SDP Regeneration Services 2 Limited
20821086 Tascor E &0 Services Limited
10207206 The G2G3 Group Ltd
2442958 Thirty Three LLP
5353896 Woolf Limited

5337582

5337596
4394761

5354046
6462086
3673307
5420948
8102633
1404718

2920033
3950372
5182624

5679204
3429318
4626863
8980217
SC199414
ocs72vi2
1564535
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Section 8: Additional information

In this section
8.1 Shareholdar information
8.2 Alternative performance measures

8.1 Shareholder information

in this section we have provided you with some key information
to manage your shareholding in Capita ple.

Usetul websites

Capita (www.capita.com/investors}

Qur corporate site is our main extaernal communication channel where
we showcase our services, solutions and innovations from across the
wider Company. it also contains an investor seclion. where institutional
and private shareholders can access the latest anncuncements,
financial and statutory information and reparts.

Shareholder portal (www.capitashares.co.uk)

Capita's register of ghareholders is maintained by Link Group. Our
shargholder portal is a secure online site where you can manage your
shareholding quickly and easily. You can manage many aspects, such
as viewing your holding, updating contact details, managing dividend
paymerts. requesting 1o receive shareholder communications by email
and registering. To register you wili neéed your investar code, which can
be found on yaur share certificata or dividend confirmation.

e-communications

Help us communicate with you in a greener. more efficient and
cost-effactive way by switching from postal to email communications,
which means that we will notify you by email each time new shareholder
communications have heen placed on the Capita website.

Registering for e-communications is very straightforward. Go to our
sharehalder portal www.capitashares.co.uk. Further information about
our shareholder portal is below.

Managing your sharehoiding

We aim to communicate effectively with our shareholders, via our
website www.capita.com/investors. Shareholders wha have questions
relating 1o the Group's business or wish to receive further hard copies
of annual reports should contact Capita’s investar relations team an
+44 (0) 798 966 5484 or email: IRTeam@capita.com

If you have any gueries about your shareholding or dividend payments
please cantact the Company's registrar, Link Group:

Link Group

10th Floor

Central Squars

29 Wellington Street
Leeds LS71 40L

Email: enquiries@linkgroup.co.uk

Tel: +44 (0} 371 B64 0300 (Calls are charged at the standard
geographic rale and will vary by provider. Calls outside the United
Kingdom are charged at the applicable international rate.)

Lines are open 8,00am — 5.30pm, Monday to Friday excluding public
holidays in England and Wales.

Company contact details

Registered office

Caoita plc

65 Gresham Strest

Londan EC2V 7NQ

Tel: 02G 77399 1525

Registered in England and Wales with registration number: 02081330

Investor Relations
IRTeam&capita.com
Director of Investor Relations — Stuart Morgan

Company Secretariat
secretariat@capita.cont
Chief General Counsel and Group Company Segretary — Claire Denton

Company advisers

Independent auditor
KPMG LILP

Corporate brokers
Barclays Bank plc

Goldman Sachs International Bank

Bankers
Barclays Bank plc

Citicarp Notth America, inc

Deutsche Bark AG Fillale Luxemburg

Goldman Sachs nternationaf Bank

ING Bank NV. London Branch

Lloyds Bank plc

National Westminster Bank plc

Sumitomo Mitsui Banking Corporation, London Branch

Corporate communications
Powerscourt .

Registrars
Link Group
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#.¢ Alernalive nerformance measures

The Group presents vasious alternative performance measures {APMs) as the performance of the Group is reported and measured on this
basis internally or reported on externally for covenant purposes. This includes key performance indicators (KPIs) such as adjusted revenue,
adjusted profit before tax. adjusted sarnings per share, adjusted free cash flow, adjusted return on capital employed, interest cover and gearing
ratios.

These APMSs should not ba vigwed as a complete mcture of the Group’s financial performance which is presented in the reported resulis. The
exclusion of certain items may result in a more favourable view when costs such as significant restructuring. acquired intangible amortisation
and impairmenis of goodwill are excluded. These measures may not be comparable when reviewing similar measures reported by other
companies.

Closest equivalent IFRS

APM measure Definition, Purpose and Reconciliation
Income statement
Adjusted revenue Revenue Calculated as revenue less any revenue relating to businesses that have been disposed of, or exited

during the year or prior year; or, are in the process of being disposed of, or exited.

This headline measure of revenue is used internally to analyse the growth in sales in the Group's core
husiness (being: the Group's continuing activities, which exclude business exits) and the directors
beleve it is a goad indication of angoing performance.

The table below shows a reconciliation between reported and adjusted revenue, as weall as adjusted
revenue growth/{decline):

2021 2020
Reported revenue per the income statement £3,182.8m £3.324.8m
Deduct; business exits (note 2.2.1) (£174.0m) (£329.3m)
Adjusted revenue £3,008.5m £2,995.5m
Adjusted revenue growth/(decling) 0.4 % {2.7)%
Adjusted Operating profit  Calculated as reported operating profit excluding items determined by the Beard to be outside

operating profit underlying operations, These items are detailed in note 2.4.

The directors believe that this measure is useful for investors because it is closely monitored by
management to evaluale the Group's operating performance and to make financial. strategic and
operating decisions.

A reconciliation of reported to adjusted operating profit is provided in note 2.4

Adjusted Operating profit  Calculated as the adjusted operating profit divided by adjusted revenue.
operating profit margin ‘ ] ] : ) ]
margin This measure is an indicator of the Group's operating efficiency.

The table below shows the companents, and calculation, of adjusted operating profit margin:

2021 2020
Adjusted revenue a £3,008.5m £2,985.5m
Adjusted operating profit (note 2.4) b £139.1m £51.1m
Adjusted operating profit margin bia 4.6 % 1.7 %
Adjusted EBITDA EBITDA Calculated as adjusted operating profit for the last twelve months before: depreciation, amortisation

and impairment of property, plant and equipment and intangible assets: net finance costs; and, the
share of rasults in associates and investment gains (other than those already excluded from adjusted

aperating profit).
The directors believe that adjusted EBITDA 1s a usetul measure for investors because it is closely

monitored by management to evaluate Group and divisional operating performance and is the basis
of the measure agreed with the lenders for the purpose of measuring compliance with covenants,

This measures has been calculated pre and post IFRS 16 to enable invastors to understand the
impact of the Group's lease portfalio an adjusted EBITOA,

The table below shows the calculation of adjusted EBITDA:

Post IFRS 16 Pre IFRS 16
2021 2020 2021 2020
Adjusted profit before tax £93.5m £5.4m £104.2m £17.4m
Add back: adjusted net finance costs {note 4.3) £45.0m £48.5m £25.85m £22.6m
Add back: adjusted depreciation and impairment
of propenty, plant and equipment £48.9m £52.3m £48.9m £52.3m
Add back: depreciation of right-of-use assets {note
3.5) £68.2m £88.2m f—m L—m
Add back: adjusted amartisation and impairment
of intangibles £38.9m £36.8m £38.9m £36.8m
Remove: Share of results in associates and
investment gains (income statement) £0.6m {£0.8m) £0.6m {£0.8m)
Adjusted EBITDA £2951m  £2284m  £218.1m  £128.3m

Adjusted EBITDA margin 9.8 % 7.6 % 7.2 % 4.3 %%
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H.2 Alternalive performance measurss cuminued

Closest equivalent
APM iFRS measure

Definition, Purpose and Reconciliation

Income statement continued

Adjusted profit Profit before tax Calculated as prafit or loss hetore tax exciuding the items detailed in note 2.4 which include. but are

befare tax

not limited to: significant restructuring; business exits {trading results, non-trading expenses, and any
gain/{loss) on business disposal): acquired intangible amortisation: and. impairment of goodwill and
acqguired intangibles.

The diractars beligve that this measure is useful far investors because it is closely monitared by
management to evaluate the Group's operaling perfarmance and to make financial. strategic and
operating decisions.

A reconciliation of reported to adjusted profil before tax is provided in note 2.4.

Adjusted profit Profit after tax
after tax

Calculated as the above adjusted profit or loss hefore tax, fess the tax credit or expense on adjusted
profit or loss.

The table below shows a reconciliation:

2021 2020
Adjusted profit before tax (note 2.4) £83.5m £5.4m
Tax on adjusted profit (note 2.6.1) (£64.8m) £25.3m
Adjusted profit after tax £28.7m £30.7m

Adjusted taxrate  Tax rate

Calculated as the income tax credit or expense on the adjusted profit or loss before tax divided by the
adjusted profit ar loss before tax.

Tha effective tax rate for 31 December 2021 is calculated from the current year elements ot
carporation (£27.8m) and deferred taxes (£78.8m) (2020: £14.6m and £{16.0)m respeactively}, which
exclude one-off ifems.

The directors believe that this tax rate provides an indication of the effective average tax raie across
the Group on adjusted profit before tax.

Far turther information refer to note 2.6

Adjusted basic Basic earnings
earnings per share per share

Calculaled as the adjusted profit{loss) for the year after tax less non-centrolling interests divided by
the weighted average number of ordinary shares outstanding during the year.

The directors believe thal this provides an mdication of basic sarnings per sharg of the Group on
adjusted profit after tax.

For the calculation of adjusted basic earnings per share refer to note 2.7,

Adjusted diluted Diluted
earnings per share earnings per
share

Calculated as the adjusted profit/(loss) for the year after tax less non-controling interests divided by
the wesghted average number of ordinary shares outstanding during the period plus the weighted
average number of ordinary shares that would have been issued on the conversion of all the dilutive
potential ordinary shares into ordinary shares,

The directors believe that this provides an indication of diluted earnings per share of the Group on
adjusted profit after tax.

For the calculation of adjusted ciluted earnings per share refer fo nole 2.7,

Cash flows and net debi

Adjusted cash Cash generated
flows generated from operations
from operations

Calculated as the cash flows generated from operations excluding the items delailed in note 2.10.2
which inciudes, but are not limited to: significant restructuring; business exits {trading resuits, nan-
trading expenses); pension deficit contributions: and, nan-recourse trade receivables financing.

The directors believe that this measure is useful for investors because it is closely monitored by
management ta evaluate the Group's operating performance and lo make financial, strategic and
aperating decisions.

A reconciliation of reported to adjusted cash generated/(used) from operations is provided in note
2.10.2.

Adjusted free cash Net cash fiows
flow fraom operating
activities

Calculated as adjusted cash generated from operations after: capital expenditure: income tax and
interast; and. the proceeds from the sale of pragerty. ptant and equipment and intangible assels.

Free cash flow 1s a measure used to show how efficient the Group is at generating cash and the
directors believe it is useful for investors and management th measure whether the Group has
enough cash to fund operaticns. capital expenditure, debt and pension obligations and dividends.

A reconciliation of net cash flows from operating activities to free cash flow is provided in note 2.10.1
and a reconciliation of reported to adjusted free cash flow 1§ provided in note 2.10.2.
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8.2 Atternative periormance measures continued

Closest equivaltent IFRS

APM measure Definition, Purpose and Reconciliatian

Cash flows and net debt continued

Net debt Borrowings, cash, Is calculated as the net of the Group’s: cash, cash equivalents and overdrafts; the fair value of the
derivatives, lease  Group's private placement loan notes debt: ather loan notes; lease liabilities; and, deferred
liabilities and consideration.
deferred . . )
consideration The directors beiieve that net debt enables investors to see the economic effact of debt. related

hedges and cash and cash equivalents in total and shows the indebtedness ot the Group and it's
liquidity.

The calculation nf nat debt ic provided in natas 2.10.3 end 4.1.1

Headline net debt  No direct
equivalent

Is calculated as the sum of the Group’s: ¢cash, cash equivalents and overdrafts; the fair value of the
Group’s private placement loan notes debt: other loan notes; and, deferred consideration.

The directors believe that headline net debt allows the investors 1o see the impact of the Group's
lease portfolio on the nat debt position.

2021 2020
Net debt (ncte 4.1.1) £879.8m £1.077.1m
Remove: IFRS16 impact {note 4.4) (£448.4m) (£508.1m)
Headline net debt {pre-IFRS 16) £431.4m £569.0m

Headline gearing: No direct
net debt to equivalent
adjusted EBITDA

ratio

This ratic is calculated as net debt divided by adjusted EBITDA including businesses held-for-sale
at the balance sheet date.

The directors believe that this ratio is useful because it shows how significant net debt is relative to
adjusted EBITDA and how many years it would take for the Group to pay back its debt if headling
net debt and adjusied EBITDA were held constant.

This measure has been calculated including and excluding lease liabilities because the directors
believe this provides useful information 1o enable investors ta understand the impact of the Group’'s
lease portiolio on net debt and headline gearing.

The tahle below shows the components, ang calculation, of the headline net debt to adjusted
EBITDA ratio:

Post IFRS 16 Pre IFRS 16

2021 2026 2021 2020
Adjusted EBITDA £295.1m £283.0m £218.1m £187.3m
EBITDA in respect of businesses held-for-sale £322m £53.0m £32.2m £52.8m
Adjusted EBITDA (including businesses held-for-
sale) £327.3m  £3480m  £250.3m  £240.1m
Headline net debt £879.8m £1077.1m  £431.4m  £569.0m
Headline net debt to adjusted EBITDA ratio 2.7x 3.1x 1.7x 2.4x

1. To ensure consistent prasentation of the ratios betwean periods. the 2020 comparatives have not hean restatad.
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8.2 Aflernalive perfoimance measures vontinued

The below measures are submitted to the Group’s lenders and the directors believe these measures provide a usefu! insight 1o invaestars. The
31 December 2020 comparatives have not been restated because they are not required 1o be restated for covenant purposes.

2021 2020 Source
Covenants
Adjusted operating profit! £139.1m £113.0m Line information in note 2.4
Add: business exit — trading £50.8m £51.0m Line information in note 2.8
Add: share of earnings in associates £0.6m (£0.8m)
Deduct: non-gontrolling interest {£2.4m) {£12.6m) Adjusted EBIT attriputable to NCI
Add back: share-based payment charge £1.2m £6.4m Line information in note 2.10.1
Add back: non-current service pension charge £2.6m £6.9m Line information in note 5.2
Add back: amortisation of purchased intangibies £40.8m £42.3m Line information in note 3.3
Adjusted EBITA at £232.7m £204.2m
Less: IFRS 16 impact {£8.9m)  (£17.5m)
Adjusted EBITA {excluding IFRS 16) az £223.8m £186.7m
Adjusted EBITA £232.7m £2042m Line item above
Deduct: business exit — trading sold (£22.9m) £2.5m Trading (profit)loss for busingsses sold
Add back: adjusted depreciation and impairment of £117.1m £140.9m See notes 2.10.1, 3.2 3.5
property, plant & equipment and righi of use assets
Cowvenant calculation — adjusted EBITDA b1 £326,.9m £347.6m
Less: IFRS 16 impact (E77.1m)  (£105.7m)
?g)venant caleulation — adjusted EBITDA (excluding IFRS b2 £249.8m £241.9m
Adjusted interest charge (E45.0m) (£46.6m; Line information in note 4.3
Interest cost attributable to pensions £1.5m £3.2m Line information in note 4.3
Cash flow hedges recycled to the income statement £0.6m {£4.5m) Line information in note 4.3
Borrowing costs ¢l (£42.9m) (£47.9m)
Less: IFRS 16 impact £19.5m £23.9m
Borrowing costs (exciuding IFRS 16) c2 {£23.4m) (£24.0m)
5.1 Interest cover (US PP covenant) al/c2 9.9x 8.5x Adjusted EBITA/Borrowing costs with adjusted

EBITDA including the impact of IFRS 16 and
the barrowing costs excluding the impact of
IFRS 16. Mimimum permitted value of 4.0

5.2 Interest cover (other financing agreements) az/c2 9.6x 7.8x Adjusted EBITA/Borrowing costs with both
variables excluding IFRS 18, Minimum
permitted vaiue of 4.0

Net debt £879.8m £1.077.1m Line information in note 2.10.3

Lease fabilities included within disposal group abilities held £—m {£4.6m) Line information in note 4.4.1

for sale

Cash. nel of overdrafts. included in disposal group assets £15.8m £12.9m Line information in note 4.5.4

and habilities held for sale

Restricted cash? £54.9m £34.5m Cash that may not be applied against net debt
tar covenani calculation purposes

Less: IFRS 18 impact (£448.4m) (£503.5m)

Covenant calculation - adjusted net debt (exciuding 1IFRS dt £502.0m £516.4m

16}

6.1 Adjusted net debt to post IFRS 16 adjusted EBITDA  di/b1 3.5x 1.8x Adjusted nat debVadjusted EBITDA with

ratio (US PP covenant) adjusted net debt excluding the impact of [FRS

16 and adjusted EBITDA inciuding the impact
of IFRS 16. Maximum permitted valua of 3.0

6.2 Adjusted net debt to adjusted EBITDA ratio [KPI] d1/b2 2.0x 2.5x Adjusted net debt/adjusted EBITDA with both
{other financing agreements) variables excluding IFRS 16. Maximum
permitted value of 3.5

1. Adjusted operating prafit excludes items Ihat are separately disciased and considerad 1o be cutside the underdying opsrating results for the particular penod under re@wiew and againsl which
the Group's performance 15 assessead.
2. Rastreted cash ingludes cash required to se hald under FCA reguiations, cash held in forergn bank acoounts,
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