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Financial Independent
statements auditor’s report

Capita ple
Annual Report 2022

KPMG LLP’s Independent Auditor’s Report m

To the members of Capita plc

KPMG LLP’s Independent
Auditor’s Report

To the members of Capita plc

1. OUR OPINION 1S UNMODIFIED

In our opinicn:

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

] the Group financial statements have been properly prepared in accordance with UK-adopfed intemnational accounting

standards;

= the Parent Company financial statements have been properly prepared in accordance with UK accounting standards,

including FRS 101 Reduced Disclosure Framework; and

= the Group and Parent Company financial statements have beenh prepared in accordance with the requirements of the

Companies Act 2006.

WHAT OUR OPINION COVERS

We have audited the Group and Farent Company financial statements of Capita plc {"the Company”) for the year ended 31 December

2022 included in the Annual Report, which comprise:

Group (Capita ple and its subsidiaries)

Parent Company (Capita plc)

The consolidated income statement, consolidaled statement of

comprehensive income, consolidated balance sheet,

consolidated statement of changes in equity, consolidated cash

flow statement and related notes, including the accounting
_ policies in section 1 to 6 to the Group financial statements.

The company balance sheet, company statement of changeas in aquity
and the related notes, including the accounting policies in section 7 1o
the Parent Company financial staterments.

BASIS FOR OPINION

We conducted our audit in accardance with international Standards on Auditing {UK) ("1SAs (UK)") and applicable law. Our responsibilities
are described below. We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion. Our audit
opinion and matters included in this report are consistent with those discussed and included in our reporting to the Group Audit and Risk

Commijtiee ("ARC").

We have fulfilled our ethical responsibilities under, and we remain independent of the Group in accordance with, UK ethical requirements
including the FRC Ethical Standard as applied to listed public interest enfities.
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To the members of Capita plc

2. OVERVIEW OF OUR AUDIT

Going concern remains a key audit matter. In " Key Audit ~Matters’ Vs FY21 Iltem —’
FY21, the risk was focussed on the adequacy of (“KAMs"}
disclosures around the material uncertainty. In
FY22, the risk hgs changed to now reflect the Going Goncern €« 4.1
FACTORS judgement taken in reaching the conclusion of no - —
DRIVING OUR material uncertainty, and adequacy of the Revenue Recognition €« 4.2
VIEW OF RISKS accompanying disclosures. Impairment of Goodwill ~ 4.3
The risk level remains stable for revenue Capitalisation and -
recognition reflecting the volume and magnitude of Recoverability of contract + 4.4
contractual changes in the pericd. This KAM is assets
focussed upon variations or modifications for the Recoverability of the Parent
Group's long-term contracts, for which accounting Company’s investments in,  * > 45
can involve significant judgement. and amounts due from, its
subsidiaries.
The rigk asscciated with impairment of goodwill Is
deemed as increased, with Impairments
recognised at both 30 June and 31 December
within the Portfolio CGUs, There is inherent
uncertainty in forecasting of future cash flows,
which are the basis of recoverabitily. In particular
for CGUs, measured as value in use on a disposal . )
hasis, the estimated disposal proceeds. We continue to perform procedures over litigation and claims
provisions, defined benefit pension obligations and the
The risk associated with capitalisation and presentation of items excluded from adjusted profits.
recoverabliity of contract assets is heightened due However, the level of estimation uncertainty associated with
to economic uncertainties, including inflation, litigation and claims is lower than last year. Whilst we
which  could  significantly impact  contract consider defined benefit abligations to be a significant risk,
assumptions which drives the assessment of asset the completion of the friennial valuation and additiona
racoverability and onerous contract provision. contributions made in FY21 means we no longer consider it
n a KAM. There is a reduced level of judgement associated
;C\)f:estﬁeentfaﬁm ariiom;;gﬁhtsre(é%\fr?z‘;;y ;?sf with the vc_lume and valqe of items exciudet_j from adjusted
subsidiaries relmains a KAM owing to. the results, which are set out innote 2.4 and 2.10 in the accounts.
materiality of these balances and the estimation of Wwe haye _therefo_re nqt assessed any of the.se as one cf the
the underlying eash flow forecasts. We note that na raost significant risks in our c‘uArrer]t year audit anFi, therefore,
direct investments are held within subsidiaries in they are not separately identified in our report this year.
the Portfolio division.
During the year, the ARC met six times. KFMG are invited to attend all ARC meetings and are provided with an
AUDIT opportunity to meet with the ARC in private sessions without the Executive Directors being present. For each Key Audit
COMMITTEE Matter, we have set out communications with the ARC in section 6, including matters that required particular judgement
INTERACTION for each. The matters included in the Audit and Risk Cormmittee Chair's report on pages 93 to 95 are materially consistent
with our cbservations of those meetings.
We have fulfilled our ethical respaonsibilities under, Total audit fee (including interim £61m
and we remain independent of the Group in review) :
accordance with, UK ethical requirements
:;;iiauddian?b]tit(]:ﬁniggsféwtcitaiéssmndard as applied to Audit related assurance services £1.556m
We have not performed any non-audit services Non-audit fee as a % of total audit .
during FY22 or subsequently which are prohibited and audit related fee % 20.3%
by the FRC Ethical Standard.
We were first appointed as auditor by the Date first appointed 18 August 2010
OUR sharehclders for the year ended 31 December —
2010. The period of tolal uninterrupted . _
INDEPENDENCE engagement is for the 13 financial years ended 31 Uninterrupted audit tenure 13 years
Lecember 2022
The Group engagement pariner is required to Next_fmanmatl peried which 2030
rotate every 5 years. As these are the first set of requires a rotation
the Group's financial statements signed by lan
Griffiths, he will be required to rotale off after the Tenure of Group engagement 1 vear
FY26 audit partner ¥
The average tenure af partners _requns;ble for Average tanure of component
component audits as set out in section 7 is 3 years, signing partners 3 years
with the shortest being 1 and the longest being 6.




Capita pic
Annual Report 2022

Financial Independent
statements audifor’s report

KPMG LLP’s Independent Auditor’s Report

To the members of Capita plc

The scope of our work is influenced by our view of Materiality levels used in our audit
materiality and our assessed risk of material Group | Sopaigies w i - - .
misstatement. 6.0
. . GPM F bt oo o e N
We have determined overall materiality for the 3.9
Group financia! statements as a whole at £6.0m e AT o : ,
(FY2Y1. £6.0m) and for the Parent Company HOM  [R3Fmaricidia s n i
financial statements as a whole at £5.5m (FY21: i o s e e e
£5.5m). pLe [HEEpmaentire o v
A key judgement In determining materiality was the Lom b
most relevant metric to select as the benchmark, by 0.4
considering which metrics have the greatest bearing AMPT o3
MATERIALITY on shareholder decisions. 0.3
(ITEM B Consistent with FY21, we determined that Grqup FY21Em FY22 £m
BELOW revenue ‘of £3,014.6m, nomalised by excluding o
) revenue in relation to business exils of £168.8m, Group  Group materiality
as disclosed In note 2.8, remains the benchmark GPM Group perfarmance materiality
for the Group, of which it represents 0.21% (EYZ}: HCM Highest component materiality
0,2?:/3 fThls reﬂfects thefcontlnumg \;Q]atlllty tlg PLC Parent Company Statutory matsriality
profit before tax from continuing operations, wi LCH Lowes!t component materiaiity

total revenues providing a more stable measure
year on year. Total revenue is also a significant
focus for rmanagement and external stakeholders.

AMPT Audit misstatement posting threshold

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

. . [of i
We have performed risk assessment and planning overage of Group financial statements

procedures to determine which of the Groups -
components are likely to include risks of material 2022 2021
misstatement to the Group financial statements,
the type of procedures to be performed at these L

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

Total profits and losses T9% 86%

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

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

accounted for the percentages ilustrated opposite.

In addition, we have performed Group level
analysis on  the remaining components 1o
determine whether further risks of material
misstatement exist in those components.

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

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

peaple.
THE IMPACT _ B o )
c As part of pur audit, we have made enquiries of management fo understand the extent of the potential impact of climate
OF CLIMATE X e : ) ! )
CHANGE ON change risk on the Group's financial statements. We have performed a risk assessment of how the impact of climate
change may affect the financial statements and our audit. Taking inta account the nature of the Group’s aperations, our
OUR AUDIT assessment is that the climate related risks to the Group's business, strategy and financial planning did not have a

significant impact on our key audit matters.

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




Capita ple

Financial Independent
Annual Report 2022

statements auditor’s report

KPMG LLP’s Independent Auditor’s Report H%’

To the members of Capita plc

3. GOING CONCERN, VIABILITY AND PRINCIPAL RISKS AND UNCERTAINTIES

The directars have prepared the financial statements on the going concern basis as they do not inlend to liguidate the Group or the Parent
Company or to cease their operations, and as they have concluded that the Group’s and the Parent Company's financial position means
that this is realistic. They have also concluded that there are no material uncertainties that could cast significant doubt over their ability to
continue as a going concern from the date of approval of the financial statements to 31 August 2024 (“the going concern period”).

GOING CONCERN

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

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

concern basis of acceunting without any
) . . . . material uncertainty for the Group and
Our conclusions based on those procedures described in section 4.1 of this report are: Parent Company to be acceptable.

Our conclusivns

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

* we have not identified, and concur with the directors’ assessment that there is not, a
material uncertainty related to evenis or conditicns that, individually or collectively, may
cast significant doubt on the Group's or Parent Company's ability to continue as a going
concern for the going concern period,

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

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

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

DISCLOSURES OF EMERGING AND PRINCIPAL RISKS AND LONGER-TERM VIABILITY

Our responsibility Qur reporting

We are required to perform procedures to identify whether there is a material inconsistency We have nothing material to add or draw
between the directors’ disclosures in respect of emerging and principal risks and the viability attention to in relation to these
statement, and the financial statements and our audit knowledge. disclosures.

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

disclosures are materially consistent with
. the financial statements and our audit

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

have carried cut a robust assessment of the emerging and principal risks facing the Group,

including those that would threaten its business model, future performance, solvency and

liquidity;

fo:

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

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

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

Our work is limited to assessing these matters in the context of only the knowledge acquired
during our financial statements audit. As we cannot predict all future events or conditions and
as subsequent events may result in outcomes that are inconsistent with judgements that were
reasonable at the time they were made, the absence of anything to report on these statements
is not a guarantee as to the Group’s and Parent Company's longer-term viability.
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4. KEY AUDIT MATTERS

WHAT WE MEAN

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

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

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

4.1 GOING CONCERN (GROUP AND PARENT COMPANY)

Financial Statement Elements

Qur assessment of risk vs FY21

Our findings

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

€©>

Fy22: We found the Group's
judgement that there was no
material uncertainty to be
disclosed, 10 be balanced.
We found the going concern
disclosure in section 1 without
any material uncertainty to be
propartionate.

In FY21, the risk was focussed on the
adequacy of disclosures around the
material uncertainty.

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

disclosures. FY21: We found the going

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

Description of the Key Audit Matter

Our response to the risk

Disclosure quality

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

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

The risks most likely to adversely affect the Group's and Parent
Coempany's available financial resources over this period inciude,
but are not limited te, the following:

- An inabifity to achieve the growth targets in the Group’s
business plan;

. Increases in staff aftrition, impacting upon abllity to
deliver services or secure new opportunities;

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

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

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

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

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

Qur procedures to address the risk included:

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

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

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

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

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

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

We considered the adjustments made in the adjusted EBITDA for the
covenant calculations, considering the appropriateness compared to the
lcan agreements and historical accepted practice with the current lenders.
In addition, we inspected the correspondence betwesen the Company and
the private placement lenders that set outthe propased items to be excluded
in the adjusted EBITDA definition and compared these against the items
included in the covenant caiculations.

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

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

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

Communications with Capita ple’s Audit and Risk Committee
Our discussions with and reporting to the Audit and Risk Committee included:
. Going concern period of assessment
- Assessment of the level of refinancing risk faced by the Group
. Assessment of the risk and potential mitigations in the downside case, including directors' intent should risks materialise
. Assessment of historical forecasting accuracy and current performance
Areas of particular auditor judgement
We identified the following as the areas of particular auditor judgement:
- The ability of the Group to secure a further extension or refinancing of the RCF ahead of its expiry in August 2024
" The level of severity in the downside assumptiocns and if proposed mitigations are executable and within coatrol of the Company
Our findings
We found the Group's judgement that there was no material uncerainly fc be disclosed, to be balanced.

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

Qur assessment of risk vs FY21

Our findings

Financial Statement Elements
FYz22 FY21
Long-term Py
contractual £2,236.2m £2,325.2m
revenue
Deferred £640.7m £794.7m
Income

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

FY22: Balanced
FYZ21: Balanced

Description of the Key Audit Matter

Qur response to the risk

Subjective Judgement

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

Significant contract variations or modifications may give rise to judgament as fo the
impact for revenue recognition. These can arise throughout the year.

In the event of a full or partial termination, judgement arises in determining the effective
date to trigger re-profiling of deferrad income held, particulary where services are being
handed back or across to another provider.

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

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

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

Our procedures to address the risk included:

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

to apply.

Where contract negotiations are ongoing in relation to
variable consideration, we made enquiries on the current
status with those involved in the discussions and by
reference to the associated signed contract or any
variation amendments. Where significant  variable
consideration had been recognised, we obtained and
inspected the contractual agreements to understand the
contract terms and cenditions that underpin the revenue
recognition assumptions. Where relevant we inspected
correspondence with customers or other supporting
documentation in refation to the variations or scope
change.

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

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

Assessing transparency: We considered the
disclosures in the financial statements to check that
these were sufficient and provided proportionate detail
of the revenue and profit recognition policies and of the
key judgements applied. This included an assessment
of whether notes 2.1 and 2.2 set out the fmpacts arising
from the accounting policies applied in relation to the
long-term contracts provided by the Group

Communications with Capita plc's Audit and Risk Committee

Qur discussions with and reparting to the Audit and Risk Committee included:

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

. Adequacy of accompanying disclosures in respect to revenue recognition in notes 2.1 and 2.2 to the financial statements
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Areas of particular auditor judgement

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

" Timing of accounting for contract medifications and basis for revenue recagnition: applied across the long-term coniract portfolio

Our findings

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

4.3 IMPAIRMENT OF GOODWILL

Financial Statement Elements Our assessment of risk vs FY21 Our findings
FY22 Fy21 4
Risk is increased against FY21 with A
Goodwil impairments recognised at both 30 FY22: Balanced
pacwl June 2022 and 31 December 2022 FY21: Optimistic
(Total as per financial £605.9m £851.7m within the Portfolio CGUs. :
statements)

Description of the Key Audit Matter

Our response to the risk

Forecast-based valuation

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

The focus of our pracedures was the Experience CGU (goodwill carrying
value of £209.8m) and also those within the Portfolio Divisions (total
goodwill carrying value £111.56m). These CGUs were most sensitive to
changes in the underlying assumptions or were proposed for impairment.

Uncertainty in refation to the current macro-economic environment may
further impact the Group's activities and performance and renders precise
forecasting of the undarlying cashflows chalienging.

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

Disclosure quality

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

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

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

Our procedures to address the risk included:

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

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

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

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

Sensitivity analysis: We performed sensitivity and bresk-even
analyses for the key inputs and assumptions and identified those
cash-generating units we considered most sensitive to impairment.

Comparing valuations: as an overall stand-back test we compared
the sum of the discounted cash flows to the Group's market
capitalisation and assessed the rationale for the differences. We also
compared the implied share price derlved from the recoverable
amount at the year end tc the Company’s share price throughout
2022 and assessed the reasonableness of the factors identified by
the Board to explain the differences.




Capita pic
Annual Report 2022

independent
auditor’s report

Financial
statements

KPMG LLP’s Independent Auditor’s Report

KPMG

Assessing fransparency: We evaluafed the adeguacy of fhe
disclosures related to the estimation uncertainty, judgerments made
and assumptions over the recoverability of goodwill, assessing the
level of detail included in the disclosures and performing an
assessment as to whether disclosure omissions identified were

To the members of Capita plc

material.

Communications with Capita pic’s Audit and Risk Committee

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

Divisian

Areas of particular auditor judgement

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

deemed to be a significant assumption for the estimate

each CGU
QOur findings

. The Beoard's judgement on the change in methodology for determination of recoverable amount for certain CGUs within the Portfollo

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

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

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

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

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

We consider the carrying value of Goodwill, following the impairment charges recagnised, to be balanced {FY21 finding: optimistic).

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

4.4 CAPITALISATION AND RECOVERABILITY OF CONTRACT ASSETS

Financial Statement Elements

QOur assessment of risk vs FY21

Our findings

FY22 Fy21
Non-Current Contract "~
Fulfiment Asseis £263.0m £286.7m
“CFA"
Onerous Contract £52.8m £45.8m

Provisions

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

FY22: Balanced
FY21: Balanced

Description of the Key Audit Matter

Our response to the risk

Accounting application

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

Subjective estimate

Note 2.1 sets out the outsourcing model operated by the Group and explains how
typically the early stages of a contract ('pre-inflection’) wili reflect a period when the
contract fulfilment assels are created as the contract delivery is established,
Judgement may be required in determining whether the costs incurred are
appropriate to be capitalised, and this leads to a risk that costs may be incorrectly
capitalised as a result of error or fraud.

Where a confract is not performing as expected, the costs capitalised may not be
recoverable and an impairment of the asset should be recorded.

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

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

L—

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

Qur procedures to address the risk included:

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

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

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

statements as a whole.
In determining whether OCPs should be recorded, we
Disclosure quality assessed contract profitability forecasts by analysing historic
. . : . performance relative to contractual commitments over its full
There is a risk thal the disclosures presented are not adequate to explain the | term This included assessing critically the assumptions over
capifalisation criteria that are used to assess whether items of expense should be | fture costs including projected savings and ihe actions
recorded as a contract asset, or the key judgements applied in assessment of required to achieve these by comparison to historical cost
contract lifetimes and any onerous contract provisions required. savings achieved on similar projects. Qur assessment
considered the levels of uncertainty contained in the
forecasts, the extent to which Company aclions alene could
mitigate risks and any dependencies on the customer or other
third parties. This assessment covered a sample of contracts
including those identified by the Board as being high risk and
comprising the major contracts in a pre-inflection phase.

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

Communications with Capita plc’s Audit and Risk Committee
Cur discussions with and reporting to the Audit and Risk Committee included:

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

. Adequacy of accompanying disclosures in respect to contract assets in notes 2.1 and 3.1.3 to the financial statements
Areas of particular auditor judgement
We identified the following as the areas of particular auditor judgement:

- Assessment of the level of execution risk on cost saving initiatives for one of the Major Contracts

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

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

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

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

Financial Statement Elements Our assessment of risk vs FY21 Our findings
Fy22 FY21
Investment carrying €> Risk is considered stable against .
value £934.3m £847.3m FY21. We note that no direct Fy22: Bafanced

investments  are  held  within Fy21: B
\ h ) : Balanced
subsidiaries in the Portfolio division.

Amaunts due from £2,559.2m  £2.619.8m
subsidiaries J

Description of the Key Audit Matter Our response to the risk

The carrying amount of the Parent Company's investment in, and
amounts due from, its subsidiaries represant 27.3% and 70.4% (F¥21:
25.4% and 70.3%) of its total assets respactivaly.

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

As with goodwill, there is a significan! lavel of inherent uncertainty | described.

invoived in forecasting and discounting future cash flows, which are Our procedures to address the risk included:

theb ‘_D;s:g of t}g‘e assessrgentf of recg\{zraplllty for investments in Tests of detail: We compared the carrying amount of the investment, and
subsidiaries and amounts due from subsidiaries. the amounts due from subsidiaries, with the relevant subsidiary's draft
statutory balance sheet to identify whether its net assets, being an
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Due o its materiality in the context of the Parent Company financial | approximation of its minimum recoverable amount, was in excess of its
statements, this is considered to be the area that had the greatest | carrying amount and assessed whether the subsidiary has historically
effect overall on our Parent Company audit. been profit-making.

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

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

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

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

Communications with Capita plc’s Audit and Risk Committee

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

Areas of particutar auditor judgement

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

" For jnvestments where recoverable amount was determined through value in use on a perpetual basis, the cash flow forecasts were
deemed to be a significant assumption for the estimate

Our findings

We found the Parent Company's assessment of the recoverability of the investment in, and amounts due from, subsidiaries to be balanced
(FY21: balanced). We found the Company's disclosures of the recoverability of investment held by the Parent Company in, and amounts due
from, subsidiaries to be proportionate (FY21: proportionate).




Financial
statements

KPMG LLP’s Independent Auditor’s Report

Independent
auditor’s report

Capita plc
Annual Report 2022

KPME!

To the members of Capita ple

5. OUR ABILITY TO DETECT IRREGULARITIES, AND OUR RESPONSE

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

FRAUDRISK -
ASSESSMENT

To identify risks of material misstatement due to fraud {*fraud risks”) we assessed events or conditions that could
indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud.

Our risk assessment procedures included:

. Enguiring of Directors, the ARC, internal audit and inspection of the Group's documented high-level
policies and procedures to prevent and detect fraud, including the Group's channel| for "whistleblowing”,
as well as whether they have knowledge of any actual, suspected or alleged fraud;

. Reading Board and ARC meeting minutes;

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

- Using analytical procedures to identify any unusual or unexpecied relationships; and

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

RISK COMMUNICATIONS

We communicated identified fraud risks throughoul the audit team and remained alert to any indications of fraud
throughout the audit. This included communication from the Group audit team to full scope and specified
procedure compenent audit teams of refevant fraud risks identified at the Group level and requested to full scope
somponent audit teams to report to the Group audit team any instances of fraud that could give rise to a material
misstaternent at Group level.

As required by auditing standards, taking into account possible pressures to meet profit targets and market
consensus and continued ongoing ecenomic uncertainty, and using our overall knowiedge of the control
environment, we perform procedures to address the risk of management override of controls and the risk of
fraudulent revenue recognition, in particular:

FRAUD RISKS
] The risk that Group and component management may ke in a position to make inappropriate accounting
eniries for long-term contracts; and
. The risk of bias in accounting estimates and judgements such as contract modifications and terminations.
We also identifled fraud risks related to inappropriate impairment of goodwill, inappropriate capitalisation, and
LINK TO KAMS recaverability of contract fulfilment assets. Further details in respect of inappropriate impairment of goodwill,

inappropriate capitalisation and recoverability of contract fulfilment assets are set out in section 4 of this report.

PROCEDURES TO
ADDRESS FRAUD RISKS

We performed procedures including:

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

. Assessing whether the judgement made in accounting estimates are indicative of a potential bias, Including
those over revenue recognition, capitalisation and recoverability of contract assets ang impairment of
goodwill.

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

LAWS AND
REGULATIONS RISK
ASSESSMENT

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

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

RISK COMMUNICATIONS

We communicated identified laws and regulations throughout our team 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 regulalions identified at the Group level, and a request for full-scope
component auditors 1o report ta the Group audit team any instances of non-compliance with laws and regulations
that could give rise to a material misstatement at Group level.

DIRECT LAWS CONTEXT
AND LINK TO AUDIT

The potential effect of these laws and regulations on the financial statements varies considerably. The Group is
subject to laws and regulations that directly affect the financial statements including financial reporting legislation
{(including related company legislation), distributable prefits legislation, and taxation legistation and we assessed
the extent of compliance with these laws and regulations as part of our procedures on the related financial
statement items.
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The Group is subject to many laws and regulations where the consequences of non-compliance could have a
material effect on amounts or disclosures in the financial statements, for instance through the imposition of fines
or litigation or the loss of some of the Group’s subsidiaries’ license 1o operate. We Identified the following areas

MOST SIGNIFICANT as those most likely to have such an effect: health and safety, anti-bribery, data protection, employment law,
INDIRECT LAW/ regulatory capital and liquidity {in relation to the financial and regulated nature of certain of the Group’s activities
REGULATION AREAS in the Life & Pensions and Employee Benefits sectors), Auditing standards limit the required audit procedures to

identify non-compliance with these laws and regulations to enquiry of the Direstors and ather managerment and
inspection of regulatory and legal correspondence, if any. Therefore, if a breach of operational regulations is not
disclosed to us or evident from relevant correspondence, an audit will not detect that breach,

CONTEXT

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some

material misstatements in the financial statements, even though we have properly planned and performed our
CONTEXT OF THE audit In accordance with auditing standards. For example, the further removed non-compliance with laws and
ABILITY OF THE AUDIT regulations is from the events and transactions reflected in the financial statements, the Jess likely the inherently
TO DETECT FRAUD OR limited procedures required by auditing standards would identify it. In addition, as with any audit, there remained
BREACHES OF LAW OR a higher rigk of non-detection of fraud, as fraud may involve collusicn, forgery, intentional omissions,
REGULATION misrepresentations, or the override of internal controls. Our audit procedures are designed to detect material

misstatement. We are not responsible for praventing non-compliance or fraud and cannot be expecied to detect
non-compliance with all laws and regulations.,
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6. OUR DETERMINATION OF MATERIALITY

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

What we mean
A guantitative reference for the purpose of planning and performing our audit.
Basis for determining materiality and judgements applied
£6M Materiality for the Group financial siatements as a whole was set at £6m (FY21: £6m). Consistent with FY21,
FY21: £6M this was determined with reference ta a benchmark of Group revenue of £3,014.6m, normalised by excluding
' revenue in relation to business exits of £168.8m, as disclosed in note 2.8. Use of total revenue as the
MATERIALITY FOR benghmark reflects the continuing volatility in proﬂtt blefore tax from contir_wuing operations, with total revenues
THE GROUP prct)wdmlg ta Enc;]reljtable measure year on year. Total revenue Is also a significant focus for management and
FINANCIAL external stakeholders.
STATEMENTS AS A Our Group materiality of £6m was determined by applying a percentage to the normalised Group revenue.
WHOLE When using this benchmark, KPMG's approach for llsted entities considers a guideline range 0.5% - 1% of
the measure. In setting overall Group materiality, we applied a percentage of 0.21% (FYZ21: 0.20%) to the
benchmark which is below the iower end of the expected range. This acknowiedges the fow historic margin
of the Group.
Materiality for the Parent Company financial statements was set at £5.5m (FY21: £5.5m), determined by
reference to total Company assets and represents 0,15% of the Company's total assets (FY21: 0.15%).
What we mean
Our procedures on individual account balances and disclosures were performed to a Jower threshold,
performance materiality, so as fo reduce to an acceptable level the risk that individually immaterial
£3.9M misstatements in individual account balances add up to a material amount across the financial statements as
a whole.
(FY21: £3.9M)
PERFORMANCE Basis for determining performance materiality and judgements applied
MATERIALITY - -
Performance materiality for the Group and the Parent Company was set at 65% (FY21: 65%) of materiality for
the financial statements as a whale, which equates to £3.9m (FY21: £3.9m) for the Group and £3.6m (FY21:
£3 6m) for the Parent Company. We applied this percentage in our determination of performance materiality
based on the number and level of identified misstatements and controi deficiencies during the prior period.
What we mean
This is the amount below which identified misstatements are considered to be clearly trivial from a guantitative
point of view. We may become aware of misstatements below this threshold which could alter the nature,
£0.am tirning and scope of out audit procedures, for example if we identify smaller misstatements which are indicators
(FY21: £0.3M) of fraud.
AUDIT This is also the amount above which all misstatements identiffied are carmmunicated to Capita Pic's Audit
G ittee.
MISSTATEMENT omme
PQSTING R . .
THRESHOLD Basis for determining the audit misstatement posting threshold and judgements applied
We set our audit misstatement posting threshold at 5% (FY21: 5%) of our materiality for the Greup financial
statements. We also report to the ARC cther identified misstatements that warrant reporting on qualitative
grounds.

The overall materiality for the Group financial staternents of £6m (FY21: £6m) compares as fallows to the main financial statement caption
amounts:

—
Group Revenue Group profit before tax Total Group Assets
FY22 Fy21 FY22 Fyz1 Fy22 FY21
Financial statement £3,014.6m £3,182.5m £61.4m £285.6m £2,552.6m £3,142.4m
Caption
Group Materiality N " o o 1 5
as % of caption 0.20% 0.19% 9.77% 2.10% 0.24% 0.19%
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7. THE SCOPE OF OUR AUDIT

What we mean

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

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

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

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

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

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

Scope Number of Range of Group Total profits Total
components materiality Revenue and losses Assets
applied that made up
Group PBT
Full scope 15 (22) £4.8m - £0.4m 81% (86%) 79% (86%) 89% (90%)
audit (£4.8m - £0.6m)
Specified 1(1) £2m N/A N/A N/A
audit (£2m)
GROUP SCOPE pracedures
TOTAL 16 (23) 81% (B6%) T9% (86%) 89% (80%)

The remaining 19% (FY21: 14%) of total Group revenue, 21% (FY21: 14%) of total profits and losses that made
up Group profit before tax and 11% (FY21: 10%) of total Group assets is represented by 193 (FY21: 209)
reporting components. For these components, we performed analysis at an aggregated group level to re-
examine our assessment that there were no significant risks of material misstatement within these.

Full scope audits were parformed by component auditors at 13 reporting components in the United Kingdom,
Switzerland, and Germany, and by the Group audit team over 2 key components in the United Kingdom,
including the Parent Company (FY21: 20 in the United Kingdom, Switzerland, and Germany, and by the Group
audit team over 2 key components in the United Kingdom, including the Parent Company). Specified audit
procedures were performed by component auditors at a reporting comporent in Guernsay (FY21: 1 in
Guernsey).

The Group audit team has performed testing of IT Systems and certain controls in the shared service centre on
behalf of the components and communicaled the results of these proceduras to the component teams. This is
because of the centralised systems and processes in place across the Group.

The Group team instructed component auditars as to the significant areas to be covered, including the relevant risks
detailed above and the information to be reported back. The Group tearn approved the component materialities, as
detailed in the table above, having regard to the mix of size and risk profile of the Group across the components.

The scope of the audil work performed was predominantly substantive as we placed limited reliance upon the
Group's internal control over financial reporting.
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What we nigan

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

In working with component auditors, we:

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

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

- Visited the UK compconent audit teams in-person as the audit progressed to understand and
challenge the audit approach and crganised frequent video conferences with the partners and
directors of the Group and component audit teams, including those based overseas. At these
meetings the findings reparted to the Group team were discussed in more detail, and any further work
required by the Group team was then performed by the component audit teams

. Inspected the component audit teams” key work papers (in perscn and/or using remote technology) to
evaluate the quality of execution of the audits of the components with a particular focus on work
performed by the components on Group-level significant risks and key audit matters

8. OTHER INFORMATION IN THE ANNUAL REPORT

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

ALL OTHER INFORMATION

Our responsibility Qur reporting

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

STRATEGIC REPORT AND DIRECTORS’ REPORT

Our responsibility and reporting

Based solely on our work on the other informaticn described above we report io you as follows:
we have not identified material misstatements in the strategic report and the
directers’ report;

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

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

DIRECTORS’ REMUNERATION REPORT

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

been properly prepared in accordance
with the Companies Act 2006.
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CORPORATE GOVERNANCE DISCLOSURES

-
Our responsibility Our reporting
We are required to perform procedures to identify whether there is a material inconsistency Based on those procedures, we have
between the financial statements and our audit knowledge, and: concluded that each of these disclosures
) . ) ) ) is materially cansistent with the financial
. the directors’ statement that they consider that the annual report and financial statements znd our audit knowledge.
statements taken as a whole is fair, balanced and understandable, and provides
the information necessary for shareholders to assess the Group’s position and
performance, business model and strategy;
” the section of the annual report describing the work of the Audit and Risk
Commiitee, including the significant issues that the Audit and Risk Committee
considered in relation to the financial statements, and how these issues were
addressed; and
. the secticn of the annual report that describes the review of the effectiveness of
the Group's risk managemeni and internal control systems.
We are also required 1o review the part of the Corporate Governance Staternent relating to the We have nothing to report in this respect.

Group's compliance with the provisions of the UK Corporate Governance Code specified by
the Listing Rules for our review.

OTHER MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

|

Qur responsibility Our reporting
Under the Companies Act 2006, we are required to report to you if, in our apinion: We have nething to report in these
respacts.

« adeguate accounting records have not been kept by the Parent Company, or
returns adequate for our audit have not been received from branches not visited by
us; or

L] the Parent Company financial statements and the part of the Directors’
Remuneration Report 1o be audiled are nct in agreement with the accounting
recards and returns; or

- certain disclosures of directars’ remuneration specified by law are not made; or

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

9. RESPECTIVE RESPONSIBILITIES

Directors’ responsibilities

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

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue our apinion in an auditor's report. Reasonable assurance is a high level of assurance, but does
not guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered materfal if, individually or in aggregate, they cauld reasenably be expected
te influence the economic decisions of users taken on the basis of the financial statements.

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

The Company is required to include these financial statements in an annual financial report prepared using the single electronic reporting
format specified in the TD ESEF Regulation. This auditor's repori provides no assurance cver whether the annua! financial report has
been prepared in accordance with that format.
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10.THE PURPOSE OF OUR AUDIT WORK AND TO WHOM WE OWE OUR
RESPONSIBILITIES

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

[ NG

lan Griffiths

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

156 Ganada Square

London

E14 5GL

2 March 2023
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For the year ended 31 Decembar 2022 Hotes % o
Continuing operations:
Revenue 2.2 3,014.6 3,182.5
Cost of sales {2,298.6) (2,606.7)
Gross profit i 716.0 675.8
Administrative expenses 2.3, 24,28 {795.6) (762.4)
Onperating loss 23,2428 (79.6) (86.6)
Share of results in associates and investment gains 5.8 (.8)
Net finance expense 43 {(31.7) {46.9)
Gain on business disposal 2.8 166.9 419.7
Profit betore tax 24 61.4 2856
Income ltax credit/{charge) 2.8 14.6 (61.5)
Profit for the year from continuing operations 76.0 224.1
Discontinued operations:
Profit for the year 2.9 — 3.1
Total profit for the year ) 76.0 227.2
Attributable to:
Qwners of the Company 74.8 224.7
Non-contrelling interests 47 1.2 2.5
76.0 2272
Earnings per share 27
Continuing: - bhasic 447 p 13.33p
— diluted 4.40 p 13.15 p
Total operations: ~ basic 447 p 13.582p
~ diluted 440 p 13.33p
Adjusted cperating profit/{loss)’ 2.4 102.9 (77.7)
Adjusted profit/{loss) before tax’ 2.4 73.8 (122.8)
Adjusted earnings/(loss) per share’ 2.7 820 p (7.74)p
Adjusted and diluted earnings/(loss) per share' 2.7 6.09 p (7.74)p

1. From 1 January 2022, the Board has limited the iterns excluded from the adjusted results to. business exits, amortisation and impairment of acquired intangibles, impairment of goodwill
and certain mark-to-market valuation changes that impacl net finance expensesincome. Please refer to nota 2.4 for further details.

For the year ended 31 December 2022 Notes on o
Total profit for the year 76.0 227.2
Other comprehensive expense
lterns that will net be reclassified subsequently to the income statement
Acluarial {loss)/gain on defined benefit pensicn schemes 5.2 (8.9) 109.4
Tax effect on defined benefit pension schemes 26 2.0 (18.1)
Gain on fair value of investments 0.2 0.1
Items that wiil or may be reclassified subsequently to the income statement
Exchange differences on translation of foreign operations {0.6) 3.0
Exchange differences realised on business disposals 0.3 (2.8)
Gain on cash flow hedges 4.2.4 1.5 1.3
Cash flow hedges recycled to the income statement 4.2.4 (5.1) 0.6
Tax effect on cash flow hedges 2.6 {1.6) 2.2
Other comprehensive (expense) income for the year net of tax (2.2) 95.7
Total comprehensive income for the year net of tax 738 322.9
Attributabie to:
Owners of the Company 726 320.5
Non-cantrolling interests 4.7 1.2 2.4
T B o 73.8 3229

The accompanying notes are an integral part of these consclidated financial stalements.
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At 31 December 2022

2022 2021
Naotes £m €m
Non-current assets
Property, plant and equipment 3.2 101.1 1250
Intangible assets 3.3 106.0 147.3
Goodwill 34 665.9 951.7
Right-of-use assets 3.5 249.5 2879
Investments in associates and joint ventures 0.2 0.7
Contract fulfilment assets 3.1.3 263.0 286.7
Financial assets 4.5 118.2 107.2
Deferred tax assets 26 189.5 178.0
Employee benefits 5.2 42.7 13.3
Trade and ather receivables 3.1.1 15.8 157
1,691.9 21155
Current assets
Financial assets 4.5 23.6 17.5
Disposal group assels held-for-sale 2.8 — 138.8
Trade and other receivables 3.1 430.4 547 1
Cash 4.5.4 396.8 317.6
Income tax receivable 9.9 59
B860.7 1,026.9
Total assets 2,552.6 3,142.4
Current liabilities
Trade and other payables 3.1.2 492.5 542.2
Deferred incame 2.2.3 585.1 569.8
Overdrafts 4.5.4 219.6 2319
Lease liabilities 44,45 55.6 61.6
Dispasal group liabilities held-for-sale 2.8 — B1.1
Finance liabilities 4.5 84.6 286.3
Provisions 3.6 75.7 126.6
1,513 1,899.5
Non-current liabifities
Trade and cther payables 3.1.2 15.1 15.4
Deferred income 2.2.3 55.8 124.9
Lease liabilities 4445 341.9 386.8
Financial llabiiities 4.5 212.6 291.9
Deferred tax liabilities 28 6.9 58
Frovisions 3.8 51.6 14.0
Employee benefits 5.2 3.1 7.5
686.8 846.4
Total liabilities 2,169.9 2,845.9
Net assets 352.7 2968.5
Capital and reserves
Share capital 4.6 348 34.8
Share premium 4.6 1,145.5 1,145.5
Employee benefit trust and treasury shares 4.6 (4.2) {(8.0)
Capital redemption reserve 1.8 1.8
Other reserves {4.5) (9.0)
Retained deficit (843.2} 1890.6)
Equity attributable to owners of the Company 330.2 2745
Mon-controlling nterests 4.7 22.5 22.0
Total equity 352.7 286.5

Thie accompanying notes are an integral part of these consolidated financial statements.
These consolidated financial statements were approved by the Board of directors on 2 March 2023 and signed on its behalf by:

Tim Weller

LoTET Company registered number: 02081330
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For the year ended 31 December 2022

Total

Employee
benefit altributable
frust and Capital to the Non- Total
Share Share freasury redemption  Retained Other  owners of  conirelling (deticit)/
capital premium shares reserve deficit resarves the parent interasts aquity
m £rm £m £m £m £m £m £m £m
At 31 December 2020 34.5 1,143.3 {(11.2) 1.8 (1.2890.5) (13.4) (134.5) 534 (81.1)
Profit for the year — — — — 2247 — 2247 25 2272
Other comprehensive income/(expense) — — — — 91.4 4.4 95.8 {0.1) a5.7
Total comprehensive income for the year — — — — 31641 44 320.5 24 3229
Sharg-based payment net of lax ellecls (nule 2.6;
note 5.1) — — — — 1.6 —_ 1.6 — 1.6
Reclassification — — — — (6.4) — 6.4) 6.4 —
Elimination of non-controliing interest an disposal
(note 2.8.1) —_ — — — — — — (3.4) (3.4)
Exercise of share options under employee long-
term incentive plans (note 4.8; note 5.1) — — 3.5 — (3.5) — — - —
Shares issued (note 4.6) 0.3 — (0.3} — — — _ — —
VAT refund on rights issue issuance costs
{note 4.6) — 22 — — - 2.2 — 2.2
Dividends paid® — -— — — — — — (36.8) (36.8)
Movement in put-options held by non-controlling
interests® — — — — 91.1 — 91.1 — 91.1
At 31 December 2021 34.8 1,145.5 (8.0} 1.8 {890.6) {(9.0) 2745 22,0 296.5
Impact of change in accounting standards —
amendments to IAS 37" — — — - (21.7) — {(21.7) — (21.7)
At 1 January 2022 on adoption of |AS 37 348 1,1455 8.0) 1.8 (9i2.3) (9.0) 252.8 22.0 2748
Profit for the year — — — — 74.8 - 74.8 1.2 76.0
Other comprehensive income/{expense) — — —_ — (6.7) 4.5 {2.2) —_ (2.2)
Total comprehensive income for the year — — — — 68.1 4.5 72.6 1.2 73.8
Share-based payment net of tax effects (note 2 .6;
note 5.1} — — — - 5.4 — 5.4 — 5.4
Elimination of non-controlling interest on disposal
(note 2.8.1) — — —_ - — — — (0.3) {0.3)
Exercise of share options under employee iong-
term incentive plans {note 4.6; note 5.1) _— — 3.3 —_ (3.8) - — — —
Dividends paid —_ — — = - - —_— (©.4) (D.4)
Movement in put-options held by non-contralling
interests — e — — (0.6) —_ {0.6) — (0.6)
At 31 December 2022 34.8 11,1455 (4.2) 1.8 (843.2} (4.5) 330.2 22.5 3527

1. The Group initially applied the amendments to |AS 37 an 1 January 2022 and the cumulative effect of applying the amendments was recegnised as an opering balance adjustment to

retained earnings. Reler to note 1 for further details.

2. The dividends paid to non-conlrolling interasts in 2021 included amounts from AXELQOS Limited (£36.6m) who paid £10.7m in cash with the remainder seftled by the purchaser when
AXELOS Limited was sold (see note 2.8}. No dividends were declared, paid nr propesed in 2022 or 2021 on the Parent Gommpany's ordinary shares.

3. The option to acquire the non-centrolling interest in AXELOS Limited expired wilhout being excrcised on 28 February 2021, and the related liability of £96.5m was de-1acognised. See

note 4.5 for further details.
Share capital — The balance classified as share capital is the nominal proceeds on issue of the Parent Company's eguity share capital,
comprising 2 1/15p ardinary shares,
Share premium — The amount paid to the Parent Company by shargholders, in cash or other consideration, over and above the nominal value
of shares issued to them less issuance costs.
Employee benefit trust and treasury shares — Shares that have been bought back by the Parent Company which are available for retirament
or resale; shares held in the employee benefit trust have no voting rights and no entittement to a dividend.
Capital redemption reserve - The Parent Company can redeem shares by repaying the market value to tha shareholder, whereupon the
shares arg cancelled. Redemption must be from distributable profits. The Capital redemption réserve represents the nominal value of the
shares redeemed.
Retained deficit — Net (losses)/profits accumulated in the Group after dividends are paid.
Other reserves — This censists of the foreign currency translation reserve deficit of £8.6m (2021: £8.3m deficit) and the cash flow hedging

reserve surplus of £4.1m (2021: £0.7m deficit).
Non-controlling interests (NCI} — This represents equity in subsidiaries not attributable directly or indirectly to the Parent Company.

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

FRestated’
2022 2021
Notes £m £m
Cash generated from/(used by) operaticns 2.10 117.8 (148.5)
income tax paid (7.9) (17.7}
Net interest paid {38.0) (40.1)
Net cash inflow/(outflow) from operating activities 719 (206.3)
Cash flows from investing activities
Furchase of property, plant and equipment 3.2 (20.6) (25.6)
Purchase of intangible assets 3.3 (27.3) (32.5)
Proceeds from sale of property, plant and equipment and intangible assets 2.3.32,33 0.5 0.1
Additions to investments held at fair vaiue through profit and loss (2.4} (0.1
Capital repayment from investments at fair vatue through other comprehensive incoms 0.2 0.3
Subsidiary partnership payment — 4.7)
Capital element of lease rental receipis 5.8 0.5
Total proceeds received from disposals net of disposal costs 2.8 463.4 510.3
Cash held by subsidiaries when sold 2.8 (75.5) (25.9)
Net cash inflow from investing activities 344.1 4224
Cash flows from financing activities
Dividends paid to non-contrelling interests {0.4) (10.8)
Capital element of lease rental payments 2.10.3 (61.8) (82.6)
Proceeds from issue of share capital (net of issuance costs) — 2.2
Repayment of private placemerit loan notes and other debt 2.10.3 (237.4) (232.3)
(Repayment of)/proceeds from credit facilities 2.10.3 (46.0) 46.0
Proceeds from cross-currency interest rate swaps 2103 10.1 19.7
Debt financing arrangement costs 2.10.3 {5.2} (1.9)
Net cash outtiow from financing activities (340.7) (259.7)
Increase/(decrease) in cash and cash equivalents 75.3 (43.6)
Cash and cash equivalents at the beginning of the period M5 141 1
Effect of exchange rates an cash and cash equivalents 0.4 4.0
Cash and cash equivalents at 31 December 177.2 101.5
Cash and cash equivaients comprise:
Cash 454 396.8 317.6
Overdrafts 4.5.4 {219.6) (231.9)
Cash, net of overdrafts, included in disposal group assets and liabilities held-for-sale 2.8 — 15.8
Total 177.2 101.5
Cash generated from/(used by) operations before business exits 2.10 116.5 (TUQ.T]I
Free cash flow before business exits 2.10 29.0 (21a8.6)

1 The 2021 cash flovr has been restated to include £27.2m of cash. received from the purchasers of subs:dianes when sold o setlle inter-company balances, within investing achivities, which
were previously included within cperating activitias, This resufts 11 an ingrease in net cash faw from investing activiies by £27.2m and decreasa in net cash fows from operating activities,
cash generaled from operations, and irce cash flow by the same amount. There is no impact on the reported net movement N cash and cash equivalents,

The accompanying notes are an integral part of these consolidated financial staternents.
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This section sels out the Group's accounting policies relating to these consolidated financiaf statements as a whole. Where an accounting
policy is specific to one note, the policy is described in the note to which it relates.

This section also includes details of new accounting standards, amendments and interpretations including their effective dates and
explanation on the expectad impact 1o the financial position and performance of the Group.

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

47

These financial statements consolidate those of Capita pic (the Company or the Parent Company) and all of its subsidiaries (the Group).
Capita plc is a public limited company incarporated in England and Wales whose shares are publicly traded. The principal activities of the
Group are given in the strategic report on pages 16 1o 25.

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

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

Denotes accounting policies

Statement of compliance
These consolidated financial statements have heen preparad in accordance with UK-adopted International Financial Reporting Standards

(IFRSs) and the Disclosure and Transparency Rules of the UK's Financial Conduct Authority.

Basis ot consalidation

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

investments in associates are accounted for using the equily method. Under the equity method, the investment in the entity is stated as a one
line item at cost plus the investor's share of retained post-acquisition profits or losses and other changes in nel assets less any impairment.

Going concern
In determining the appropriate basis of preparation of the financial statements for the year ended 31 December 2022, the Board is required 10

consider whether the Group and Parent Company can continue in operational existence for the foreseeable tuture. The Board has concluded
that it is appropriate to adopt the going concern basis, having undertaken a rigorous assessment of the financial forecasts, key uncertainties,
sensitivities, and mitigations as set cut below.

Accounting standards require that ‘the foreseeable future’ for going concern assessment covers a period of at ieast twelve months from the
date of approval of these finzncial statements, although these standards do not specify how far beyond twelve months a Board should
consider. in its going concern assessment, the Board has considered the period frem the date of approval of these financia! statements to
31 August 2024 {"the going concern period’} and which aligns with the expiry of the revolving credit facility (RCF).

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

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

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

Finsncial position 21 31 Decamber 2022
As detailed further in the Chief Financial Officer's review in the strategic report, as at 31 December 2022 the Group had net debt of £482.4m
(2021: £879.8m), net financial debt (pre-IFRS 16) of £84.9m (2021: £431.4m), liguidity of £405.2m (2021: £392.4m) and was in compliance with

all debt covenants.

Board assessment

Fa8g casd zpansio

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

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 completion of the disposal pragramme requires agreement from third parties,
and major disposals may be subject to shareholder and lender approval. Such agreementis and approvals, are outside the direct control of the
Company and as such, the inclusion of the effect of any potential future dispesals in the Group's projections is inappropriate for going concern
assessment purposes in accordance with IAS 1 Presentation of Financial Statements.
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The base case projections used for going concern assessment purposes reflect business disposals completed up to the date of approval of
these financial statements but do not reflect the benelit of any further disposals that are in the pipeline. The liquidity headroom assessmant in
the base case prajections reflects the Group's existing committed financing facilities and dett redemptions and does not reflect any potential
future refinancing, other than in respect of the current RCF as noted above.

The base case financial ferecasts dernonstrate liquidity headroom and compliance with all debt covenant measures throughout the going
concern period to 31 August 2024.

Sevare ouupinoesiole du s sode sosavrio

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

revenue growth falling materially short of plan;

operating profit margin expansion not being achieved,

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

unforeseen operational issues leading to contract losses and cash outflows;

= increased interest rates;

= reduction in deferred cash consideration in respect of completed disposals;

« non-availability of the Group’s non-recourse receivables financing facility; andg

* unexpected financial costs and penalties linked to incidents such as data breaches and/or cyber-attacks,

L3

r

The likedfihood of simultaneous crystailisation of the above risks is considered by the directors to be refatively low. Nevertheless in the event that
simultaneous crystaliisation ware to occur, the Group would need to take action to mitigate the risk of insufficient liguidity and covenant
headroom. In its assessment of going concern, the Board has ¢onsidered the mitigations, under the direct control of the Group, that could be
implemented including reductions in capital investment, substantially reducing (or removing in full) bonus and incentive payments and
significantly reducing discretionary spend. Taking these mitigations into account, the Group's financial forecasts, in a severe but plausible
downslde scenario, demonstrate sufficient liquidity headroom and compliance with all debt covenant measures throughout the going concern
period to 31 August 2024.

Adeption of going concsn Lasis

Reflecting the Board's confidence in the benefits expected from the completion of the transformation programme and ability to obtain further
RCF financing beyond its existing committed funding facilities coupled with its ability 1o implement appropriate mitigations sheould the severe but
plausible downside materialise, the Group continues to adopt the going concern basis in preparing these financial statements. The Board has
concluded that the Group and Parent Company will be able to continue in operation and meet their liabilities as they fall due over the period to
31 August 2024

Foreign currency translation

The functional and presentation currency of Gapita plc and its UK subsidiaries is the British pound sterling (£). Transactions in foreign
currencies are initially recorded at the functional currency exchange rate ruling at the date of the transaction. Monetary assets and liabilities
denaminated in foreign currencies are retranslated at the functional currency exchange rate ruling at the balance sheet date. All differences are
taken to the consolidated income stalement with the exception of differences on foreign currency borrawings that pravide a hedge against a net
investment in a foreign operation. These are taken directly io equity until the disposal of the net investment, at which time they are recognised
in the consclidated income statement.

Tax charges and credits attribuiable o exchange differences on 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
measured at fair value in a foreign currency are transtated using the exchange rates al the date when the fair value was determined.

The functional currencies of overseas operations include the euro, Indian rupee, South Atrican rand, and the US dollar. At the reporiing dale,
the assets and liabilities of the overseas operations are retranslated into the presentation currency of Capita plc at the exchange rate ruling on
the balance sheet date and their income statements are translated using the weighted average exchange rate for the year.

The exchange ditfferences arising on the retranslation are taken directly to a separate component of equity. On dispasgal of a foreign operation,
the deferred cumutative foreign currency translation difference recognised in equity relating to that particular foreign operation is recognised in
the consolidated income statement.

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

An asset is current when i is:

« Expected to be realised or intended to be sold or consumed in the normal operating cycle;

e Held primarily for the purpose of trading;

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

= Cash or cash equivalent unlass restricted from being exchanged or used to settle a liability for at least twelve months after the reporting
period,

All other assets are classified as non-currernt.

A liabiity is current when:

+ |tis expected to be settled in the normal operating cycle;

= ltis held primarily for the purpose of trading;

= Itis due to be settled within twelve months after the reporting period; or

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

The Group classifies all other liabilites as non-current.
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Recoverable amount of non-current assels

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

Significant accounting judgements, estimates and assumptions

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

As described in note 2.1, given the level of judgement and estimation involved in assessing the future profitability of contracts, it is reasonably
possibig that outcomes within the next tinancial year may be different from management’s assumptions and cauld require a material adjustment

to the carrying amounts of contract assets and, onerous contract provisions.

The impact of climate change has been considerad in the preparation of these financial statements across a number of areas, including our
evaluation of the critical accounting estimates and judgements which are detailed below, consistent with the risks and oppartunities set gut in
the strategic report on pages 49 to 53. None of these risks fiad a material effect on the crifical accounting estimates or on the consolidated
financial statements of the Group. The Group will continue developing its assessment of the impact that cfimate change may have on the
assets and liabilities recognised and presented in its financial staiements.

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)
— tmpairment of contract fulfiment assets
— Customer and onerous contract provisions
» Deferred tax asset recognition (note 2.6)
= Impairment of goodwill (note 3.4}

* Measurement of defined beneafit pensian obligations (note 5.2)
The key areas where significant accounting judgements have been made are summarised below and set out in more detail in the related note:

« Capitaiisation of contract fulfilment assets (note 3.1)

« Measuremeni of goodwill (note 3.4)
For ease of refarence, this symbol has been used to denote significant accounting judgements and estimates where they occur within the note:

b Denotes significant accounting judgements, estimates and assumptions

New standards and interpretations adopted
The accounting policies adopted are consistent with those of the previous financial year. In addition, the Group has adopted the amendments to

standards which are listed below. These amendments were either not applicable or not material 1o the Group, except for the impact of the
Armendments to IAS 37 detailed further below,

Effective date
1 January 2022
1 January 2022
1 January 2022
1 January 2022

International Accounting Standards {AS/IFRS)

Cnerpus Contracls - Cost of Fulfilling a Contract {Amendments to JAS 37)

Annual Improvements to IFRS Standards 2018 - 2020

Property, Plant and Equipment: Proceeds before Intended tse (Amendments to IAS 16)
Reference to the Conceptual Framework [Amendments to IFRS 3)

LTHous conirs sts - cost ol (vl @ coodrac: (amandments 1o 1AS T

An onerous coniract is a contract under which the unavaidable costs (ie the costs that the Group cannot avoid because it has the contract) of
meeting the obligations under the contract exceed the economic benefits expected to be received under it.

The amsndments specify that when assessing whether a contract is onerous or loss-making, an entity needs to include costs that relate directly
to a contraci to provide goods or services, which include both incremenial costs (eg the costs of direct labour and materials) and an allocation
of costs directly related to contract activities (eg depreciation of equipment used to fulfil the contract as well as cosis of contract management
and supervision). General and administrative costs do not relate directly to a cantract and are excluded unless they are explicitly chargeable 1o

the counterparty under the contract.

The Group has adopted the amendment which resulted in a change in accounting policy for performing an onerous contract assessmeni.
Previously, the Group included only incremental costs to fulfil a contract when determining whether that contract was anerous. The revised
policy requires inclusicn of both incremental costs and an alfocation of other dirgct costs.

In accordance with the transitional provisions, the Group applies the amendments o contracts for which it has not yet fullilled all its obligations
at the beginning of the annual reporting period in which it first applies the amendments (the date of initial application) and has not restated its
comparative information.
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The adoption af the amended standard has resulted in a reduction in retained earnings at 1 January 2022 of £21.7m, comprising an increase of
£18.8m in onergus contract provisions and an impairment of contract related assets of £2.9m. The additional onerous contract provisian
recognised is tax deductible, however, no deferred tax asset has been recognised reflecting the probable level of future taxable profits that will
be avallable against which the assels can be utilised at 1 January 2022,

1 January 2022
Impact of amendments to IAS 37 Em

Property, plant and equipment (0.8)
Contract fulfilment assets 2.4
Total assets h (2.9)
Provisions (current) (10.6)
Provisions (non-currant} (8.2)
Total Liabilities - (18.8)
Retained eamings 21.7)
Total equity (21.7)

New standards and interpretations not yet adopted

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

International Accounting Standards (IAS/IFRS) ) Effective date
IFRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts 1 January 2023
Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) 1 January 2023
Definition of Accounting Estimates (Amendments to I1AS 8) 1 January 2023
Deferred Tax related to Assets and Liabilities arising from a Single Transaction {Amendments to IAS 12) 1 January 2023
Sale or contribution of assets between an investor and its associate or joint venture {Amendments to IFRS 10 and

|AS 28) 1 January 2023

The Group is agsessing the impact of these new standards and the Group’s financial reporting will be presented in accordance with these
standards from the effective date.

RS A7 iasurance Corotract 2nuy ants 1o 1FRS 17 Insu. 2ncs Toatrags

IFRS 17 Insurance Contracts (IFRS 17) is a comprehensive new accounting standard for insurance contracls covering recognition,
measurement, presentation and disclosure, and will replace IFRS 4 Insurance Contracts (IFRS 4). I[FRS 17 applies to all types of insurance
contracts (ie life, non-lite, direct insurance and re-insurance), regardless of the type of entities that issue them, as well as o certain guaraniees

and financial instruments with discretionary participation features.

The overali objective of IFRS 17 is to provide an accounting model for insurance contracts that is more useful and consistent for insurers. In
contrast to the requirements in IFRS 4, which are fargely based on grandfathering previous iocal accounting policies, IFRS 17 provides a
comprehensive model for insurance contracts. covering all relevant accounting aspects.

IFRS 17 is effective for reporing periods beginning on or after 1 January 2023 and must be applied retrospectively unless impracticable, in
which case the Group has the option of using either the madified retrospective approach or the fair value approach. Based on initial analysis
performed, it is not anticipated that this new accounting standard will have a material impact on the way the Group recognises its provisions in
relation to insurance contracts.
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(2021: £3,182.5m)

Reported profit before tax
L T Bl

EAE

(2021: profit £285.6m)

Adjusted revenue’
Aim: Achieve long-term organic revenue
growth

(2021: £2,777.8m)

Adjusted profit before tax!
Aim: Achieve long-term growth in profit

(2021: loss £122.8m)

This secticn contains notes related to the financial performance of the Group. These include:
2.1 ] Contract accounting
2.2 | Revenue including segmental revenue
2.3 | Operating profit
2.4 | Adjusted operating profit and adjusted profit bafore tax
2.5 | Segmental information
2.6 |Taxation
2.7 | Eamnings/(loss) per share
2.8 |Business exits and assets held-for-sale
2.8 |[Discontinued operations
2.16 | Cash flow informaition
Denotes accounting policies
Denotes significant accounting judgements, estimates and assumptions

Reporied free cash flow

(2021: £(264.3)m}

Reported earnings per share
(EPS) - continuing operations

(2021: 13.33p)

Free cash flow hefare business exits'
Aim: Achieve sustainable, long-term positive
free cash flow growth generation

ca Ty
R N O
R H

(2021: £(218.6)m)

Adjusted earnings per share (EPSY
Aim: Achieve long-term growth in EPS

(2021 (7.74)p)

1. Definitions of the alternative perormance measures and related KPIs can be found in section 8 2.
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In 2022 the Group's adjusted revenue' increased year on year. Adjusted profit before tax’ significantly improved year on year foliowing
completion of the significant restructuring programme in 2021 and praovisions and impairments during 2021 in our closed book Life & Pensions
business. The higher level of profit supplemented by a lower cash outflow froem movements in working capital and a reduction in capital
expenditure ard materiaily lower deferred VAT repayments and pension deficit contributions, resulting in free cash inflow before business exits’
of £29.0m (2021: £218.6m outflow).

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

Revanue
Adjusted revenue' increased by 2.4% year-on-year.

The adjusted revenue increased as a resuit of the following:

. Capita Public Service: growth from contract wins, including a contract to supply laptops to teachers in Northern Ireland as well as the
annuzlised benefit of the Royal Navy training contract, increased growth in existing contracts in Central Government, and completion of a
full test cycle on the Standards Testing Agency contract, offsetting contract hand-backs in tocal Public Services;

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

e Capita Portfolia: growth in iransactional revenue mainly from Travel and Enforcement following the turnaround in these Covid-19
impacted busingsses.

The difference of £168.8m between adjusted revenue of £2,845.8m and reported revenue of £3.014.8m is related o business exits in the year

(refer to note 2.8),

For additional information, which does not form part of these consolidated financial statements. the Chief Financial Officer’s review in the
strategic report includaes further information in respect of the movement.

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

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

. Capita Public Service: benefits from the wins in 2022, the annualised benefit of the Royal Navy training contract and the non-recurrence
of Electronic Monitoring programme ¢osts in 2021; offset by a reduction on the British Army recruitment {(RPP) contract resulting from
transition to the next phase of service delivery,

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

. Capita Portfolio: benefits from post Covid-19 recovery in transaclional businesses and the non-repeat of 2021 restructuring costs, offset
by cperational investment in certain businesses; and

- Capita plc: benefits from the end of the transformation programme {2021 included £128.0m of significant restructuring) and efficiencies
realised; offset by the effect of the announced intention to repay the 2021 furlough related income (£4.5m).

Adjusted profit before tax' excludes a number of specific items so users of these consolidated financial statements can more clearly understand

the financial performance of the Group. Reporled profit before tax was £61.4m (2021: profit £285.6m). The year-on-year reduction has arisen

from a lower gain on business disposals and a higher impairment of goodwill. A reconciliation of the adjusted profit before tax' to reported loss

before tax is detailed in note 2.4,

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

For additional information, which does not form part of these consolidated financial siatements, the Chief Financial Officer's review in the
strategic report includes further information in respsct of the movement.

Taxation

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

Earnings per share
The movement in reported basic earnings per share and adjusted basic eamings per share' for continuing operaticns was a result of the
perfermance explained above.,

Dividend

The Board is not recommending the payment of a inal dividend (2021 £nil). However. the Board recognises the importance of regular dividend
payments to investors in forming part of their lotal shareholder return and will cansider the payment of dividends when the Group is generating
sufficient sustainable free cash flow.

1. Definitions of the altarnatve perforrnance measures and related KPls can be found in section 8.2,
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Free cash flow before business exits’

Adjusted operating profit to free cash flow before business exits’ 2(;:22 20221
m m

Adjusted operating profit! 102.9 {77.7)
Add: depreciation/amortisation and impairment of property, plant and equipment and intangible assets 135.9 220.7
Adjusted EBITDA 238.8 143.0
Working capital (32.7) (113.6}
Non-cash and other adjusiments {44.7) 38.6
Operating cash flow before business exits’ 161.4 88.0
Deferred VAT repayment {14.9) {1G4.1)
Pension deficit coptributions {30.0) (73.6)
Cash generated/(used) by operations before business exits’ 116.5 (109.7}
Net capital expenditure (43.6) (51.2}
Interest/tax paid (43.9) (57.7}
Free cash flow before business exits’ 29.0 (218.6)

Adjusted EBITDA increased by 87% reflecting the improvement in adjusted profit’ explained earlier offset by the significant reduction in
depreciation, amortisation and impairment of preperty, plant and equipment and intangible assets, largely driven by the Group’s property
rationalisation programme and the step-down in impairment charges following the £53.5m write-down of finance system investment in 2021,

Cash generated from operations before business exits' benefited from the improvement in adjusted EBITDA, a lower working capital outflow
compared with 2021, materially lower deferred VAT repaymenis and pension deficit contributions; offset by a reduction in non-cash and other
adjustments.

The tower working capital outflow arises from contracts moving into the cperational phase and increased utilisation of non-recourse trade
receivables finanging in 2022,

The reduction In non-cash and other adjustments reflects utilisation of cusiomer contract pravisions in 2022 compared with provision
recognition in 2021, and the utilisation of the remaining restructuring provision.

Free cash flow before business exits' for the year ended 31 December 2022 was an inflow of £29.0m (2021: outflow £218.6m). The
improvement reflected the above increase in cash generated from operations before business exits', and a reduction in capital expenditure,
and net interest paid in respect of leases and the Group's private placement loan notes.

Adjusted operating cash conversion' increased to 68% (2021: 48%).

1. Definitons of the altsmnative performance measures and ralated KPIs can be found in section 8.2,
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At 31 December 2022, the Group had the following results and batance sheet items related to long-term contracts:

2022 2021

Notes £m am

Long-term contractuat revenue’ 2.2 2,236.2 2.325.2
Non-current and current deferred income 640.7 7947
Non-current contract fulfiiment assets 3.1.3 263.0 286.7
Non-current and current onerous contract provision 52.8 458

1. The 2021 gomparative has been re-presented to reéflect the recategorisation of ¢ertain contracts between contract types {long-term cortractuat, sho-term contractual and fransachonal
{point-in-time)) tollowing a review in 2022,

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

These long-term contracts can be complex in nature given the breadth of solutions the Group offers and the transformational activities involved.
Typically, Capita takes a customer’s process and transforms it into a more efficient and effective solution which is then operated far the
customer. The outcome is a high quality solution that addresses a customer’s needs and is delivered consistently over the fife of the contract.

The Group recognises revenue on [ong-term confracts as the value is defivered o the customer, which is generally evenly over the cantract
term, regardiess of any restructuring and transformation activity. Capita will oflen incur greater costs during the transformation phase with costs
diminishing over time as the target operating model is implemented and efficiencies realised. This results in lower profits or losses in the early
years of contracts and potentially higher profits in later years as the transtormation activities are successfully completed and the target |
operating model fully implemented (the business as usual (BAl) phase). The inflection point is when the contract becomes profitable.

Contract fuifilment asscts are recognised for those costs qualifying for capitalisation. The ulilisation of thase assets is recognised over the
contract term. The timing of cash receipts from custemers typically matches when the costs are incurred to transform, restructure and run the
service. This results in income heing deferred and released as the Group continues to deliver against its obligation to provide services and
solutions lo its customers.

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

-' Fixed asse( Contract IFRS 15 — Cash
depreciation litstime profit revenue received
and contract
fulfilment

at utilisation
Inflection point ass satio

Transformation phase - .- - LR R BAY phase

' Deferred

Initial loss
oo - incomeg

o Operating model ’ <1 Target
= at service operating N
o Operating cost:
= commencement pa : model P g s
e —_ . __... Time _. [ - I ;

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

Significant accounting judgements, estimates and assumptions

Due to the size and complexity of some of the Group's contracts, there are significant judgements to be applied, specifically in assessing: {i} the
recoverability of contract fulfilment assets; and (i) the completensss of the custormer and onerous contract provisions. These judgements are
dependent on assessing the contract’s future profitability and give rise to a key source of estimation uncertainty. It is passible that outcomes
within the next financial year may be different from management's assumptions and could require a material adjustment lo the carrying
amaotnts of contract assets and onercus contract provisions.

It should be noted that while management must make judgements in relation to applying the revenue recognition policy and recognition of
related balance sheet items (trade receivables; deferred income; and accrued income}, these are not considered significant judgements (refer
to note 2.2 for the Group's policies).
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in assessing a contract’s future lifetime profitability, management must estimate forecast revenue and costs to both transform and run the
service over the remaining contract term. The ability to accurately forecast the outcomes involves estimates in respect of: costs to be incuired;
cost savings to be achieved; impact of inflation; future perfarmance against any contract-specific key performance indicators (KPls}) that could
trigger variable consideration or service credits; and the outcome of any commercial negotiations.

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

of uncertainty because ot

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

* the dependency on the customer to agree to the specifics of the transformation: for example, where they are invoived in certifying that the
naw process or the new technical solution designed by Capila riwels el specilic reguirements; and

» the assumptions made to forecast expected savings in the targei operating model.

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

Facovarability of contract fuilirmsnt assels and come!aEness of 0202U8 2oniract provisions

Management first assesses whether the contract assets are impaired and then further considers whether an onercus coriract exists, For half
and full year reporting, the Audit and Risk Committee specifically reviews the material judgements and estimates, and the overall approach in
respect of the Group's major contracts, including comparison against previous forecasts. Major contracts include those that are maierial in size
or risk 1o the Group's results. An assessment of which contracts are major contracts is performed twice a year, and to enable comparability the
prior period balances below are re-presented to retlect the same scope as the current period. Other contracts are reported to the Audit and Risk
Committee as deemed appropriate. These contracts are collectively referred to as ‘major contracts’ in the remainder of this note.

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

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

31 December 2022 (2021: £38.5m).

Foliowing these reviews, and reviews of smaller contracts across the business, as cutlined in note 3.1.3, contract fulfilment asset impairments
of £3.8m (2021: £7.3m) were identified and recognised within cost of sales, of which £0.5m (2021 £nil) relates te contract fulfilment assets
added during the peried, and net onérous contract provisions of £1.7m (2021: £32.0m) were identified and recognised in cost of sales. As
discussed in note 1, the adoption of the amendment to IAS 37 resulted in additional onerous contract provisions being required, as well as
coniracl asset impairments. On adoption of the amended standard the cumulative effect was recognised as an opening balance adjustment to
retained earnings.

Given the quantum of the relevant contract assets and liabilities, and the nature of the estirmates noted above, management has concluded that
it is reasonably possible, that outcomas within the nexi financial year may be different from management's current assumptions and could
require a material adjustment to the carrying amounts of contract assets and onerous contract provisicns. However, as noted above, £106.3m
of non-current contract fulfiiment assets relates to major contracts with ongoing transformational activities; and, £40.4m of non-centract
fulfiiment assets and £42.5m of onerous contract provisions relate fo the highest and medium rated risk category. Due to the level of
uncertainty, combinaticn of variables and timing across numerous contracts, it is not practical 1o provide a guantitative analysis of the
aggregated judgements that are applied, and management do not believe that disclosing a potential range of outcomes on a consolidated basis
would provide meaningful information to a user of the financial staterments. Due to commercial sensitivities, the Group does not specifically
disclose the amounts invelved in any individual contract.

Certain major transtormation contracts have key milestones during the next twelve moenths and an inability to meet these key milestones could
lead to reduced profitability and a risk of impairment of the associated contract assets. These cantracts include Royal Navy training and TfL
Road User Charging.

Additional information, which does not foerm part of these consolidated financial statements, on the resulis and performance cf the underlying
divisicns including the outlock on cerlain contracts is set out In the divisional performance review.
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Rzvenua
The Group generates revenug largely in the UK and Europe. The Group operates a diverse range of businesses and accordingly applies a
varisty of methods for revenue recognition, based on the principles set out in IFRS 15.

The revenue and profits recognised in any period are based on the delivery of parformance obligations and an assessmeni of when control is
transferred to the customer.

Revenue s recognised aither when tha performance obligation in the contract has been performed (‘point-in-time' recognition) or ‘over time' as
control of the perfermance obligation is transferred to the customer.

For all contracts, the Group determines if the arrangement with a customer creates enforceable rights and obligations. This assessment results
in cartain Master Service Agresments (MSA) or Frameworks not meeting the dsfinition of a contract undar IFRS 15 and as such the individual
call-off agreements, linked to the M3A, are treated as individual contracts.

The Group enters into contracts which contain extension perlods, where either ths customer or both parties can choose to extend the contract
or there is an automatic annual renewal, and/or termination clauses that could impact the actual duration of the contract. Judgement is applied
to assess the impact that these clauses have when determining the appropriate contract term. The term of the contract impacts both the period
over which revenue from performance obligations may be recognised and the period over which contract fulfiiment assets and capilalised costs
to obtain a contract are expensed.

For contracts with multiple components to be delivered such as transformation, transitions and the delivery of outsourced services,
managemenl applies judgement to consider whether those promised goods and services are:

(i) distinct — to be accounted for as separate perfarmance obligations;

(i) not distinct — to be combined with other promised goods or services until & bundie is identified that is distinct; or,

(i} part of a series of distinct goods and services that are substantially the same and have the same pattern of transfer {0 the customer.

At a contract’s inception the total transaction price is estimated, being the amaount tg which the Group expects to be entitled and has rights to
under the contract, This includes an assessment of any variable consideration where the Group’s performance may result in additiona!
revenues based on the achievement of agread KPIs. Such amounts are only included based on the expected value, or the most likely cutcome
method, and only to the extent that it is highly probable that no revenue reversal will occur.

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

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

The Group infrequently sells standard products with observable standalone prices due fo the specialised services required by customers,
consequently the Group applies judgement to datermine an appropriate standalone selling price. More frequently, the Group sells customers
bespoke solutions, and in.these cases the Group typically uses the expected cost-plus margin or a contractually stated price approach to
estimate 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 to the underlying scope of services to be gelivered. In
general, any such variable consideration, price step down or discount is included in the total transaction price to be allocated across all
performance obligations unless it relates to only one performance obligation in a contract.

Far each performance obligation to be recognised over time, the Graup applies a revenue recognition methed that faithfully depicts the Group’s
periormance in transferring control of the goods or services to the customer. This decision requires assessment of the real nature of the goods
or services that the Group has promised to transfer to the customer. The Group applies the relavant output or input methed consistently to
similar performance obligations in other contracts.

When using the output method, the Group recognises revenue on the basis ol direct measurements of the value to the customer of the goods
and services transferred to date relative to the remaining goods and services under the contract. This is a faithfut depiction of the transfer of
services since the service delivered to the customer is unchanged. Where the ouiput method is used, in particular for 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-tarm contracts use output methods based upon estimations of: user numbers; service activity levels; or fees collected.

When transfer of control is most closely aiigned to Group efforts in delivering the service, the input methed is used to measure progress and
revenue is recognised in direct proportion to costs incurred. This is a faithful depiction of the transfer of services because costs (or other inputs)
most accurately reflect the incremental benefits recelved by the customer from efforts to date.

If performance obligations in a contract do not meet the over time criteria. the Group recognises revenue at a point-in-time when the service or
good is delivered.
[o28 Lrazabte s
The Group's contracts are often amended for changes in contract specifications and requirements. Contract modifications exist when the
amendment either creates new, or changes existing, enforceable rights and obligations, The effect of a contract medification on the transaction
price and the Group's measure of progress for the performance cbligation to which it relates, is recognised as an adjustment tc revenue in one
of the following ways:

a) prospectively as an addilional 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 cumuiative catch up; or,

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

In respect of contracts for which the Group has decided thera is a series of distinct goods and services that are substantially the same and

have the same pattern of transfer where revenue is recognised cver 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 performance obligations.

The facts and circumstances of any contract modification are considered individually because the types of modifications will vary contract by
contract and may result in different accounting outcomes.
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Judgement is applied in refaticn to the accotinting for such modifications whera the final terms or legal contracts have not been agreed prier 1o
the period end because management needs to determing if a medification has been approved and if it either creates new, or changes existing,
enforceable rights and obligations of the parties. Depending upen the cutcome of such negotiations, the timing and amount ¢f revenue
recognised may be different in the relevant accounting periods. Modification and amendments to contracts are underiaken through an agreed
formal process. For example, if a change n scope has been approved but the carresponding change in price is still being negotiated,
management uses judgement io estimate the change in total transaction price. Importantly, any variable consideration is only recognised to the
extent that it is highly probable that no revenue reversal will occcut. For example, if pricing is subject to indexation based on an external metric
(such as CP! or RPI1) then the revenue related to the indexation will only be recognised once the relevant indexation is confirmed. Fulure
indexation will not be recognised because it is not highly probable that a significant reversal of an indexation adjustment will not occur.

ME L YEersus azem

The Group has arrangements with some ot its customers whereby it needs 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 service
before transferring that good or service to the customer, The Group is an agent if its role is to arrange for anather 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 respensible for fuifilling the promise

to deliver the service or good.

This assessment of contrel requires judgement particularly in relation to certain service contracts, An example is the provision of certain
recruftment and learning services where the Group may be assessed o 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 & principal, revenue is recorded on a gross basis. Where the Group is acting as an agent, revenue is recorded on
a net basis, recognising only the commission or fe¢ earned as revenue.

Ligances
Software licences deliverad by the Group can either be right to access (active) or right to use (passive) licences, which determines the timing of
revenue recognition. The assessment of whether a licence is active or passive involves 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 inteliectual property (or the customer has a reasonable expectation that it will do so) and the customer is, therefore, exposed to
positive (or negative) impacts resulting from those changes. 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 functicnality
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 judgement to assass whether the software upgrades are distinct from the licence (ie a separate performance obligation). If the
upgrades are considered fundamental to the angoing use of the software by the customer, the upgrades are not considered distinct and not
accounted for as a separate petformance obligation,

For each contract that includes a separate licence performance obligation, the Group considers all the facts and circumsiances in determining
whether the licence revenue is recognised aver time (active) or al a point-in-time (passive) from the go-live date of the licence.

Geferred and acaruad incoms

The Group's custamer contracts include a diverse range of payment schedules dependent upan the nature and type of goods and/or services
being provided. This can include performance-based payments or progress payments as well as regular manthly or quarterly payments for
ongaing service delivery. Payments for transactional goods and services may be at delivery date, in arrears or part payment in advance. The
long-term service contracts tend to have higher cash flows early in the contract to cover transformational activities.

Where paymenits received are greater than the revenue recognised up to the reporting date, the Group recognises a deferred income contract
liability for this difference. Where payments recsived less than the revenue recognised up to the reporting date, the Group recognises an
accrued contract income asset for this difference,

At each reperting date, the Group assesses whether there is any indication that accrued contract income assets may be impaired by
considering whether or not any revenue reversal could occur. Where 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 written down to its recoverable amount.

Contract types

The Group disaggregates revenue from contracts with customers by contract type, because management believe this best depicts how the
naturs, amount, timing, and uncertainty of the Group’s revenue and cash flows are aflected by economic factars. Categories are: long-term
contractual — greater than two years; short-term contractual — less than two years; and transactional. The years being measured from the
service commencement date.

Lung-derm conwrasiual = Gresler Gran Tu i years

The Group provides a range of services in the majority of its reportabte segments under contracts with 2 duration of more than two years. The
nature of contracts or performance obligations within this revenue type includes:

{iy long-term cutsourced service arrangements in the public and private sectors; and

(i} active software licence arrangements.

The majority of long-term contractual agreements form part of a series of distinct goods and services because they are substantially the same
service; and have the same pattern of transfer, since the series constitutes services provided in distingt time increments (eg dally, monthly,
quarterly or annually), and theretore treats the series as one performance obligation.

Shiort-tern conlravive ~ less than two yaars

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 contracts,
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The Group has assessed that maintenance and support {ie on-call support, remote support) for software licences is a performance obligation
that can be considered capable of being distinct and separately identifiable in a coniract if the customer has a passive licence. These recurring
services are substantially the same because the nalure of the promise is for the Group to ‘stand ready’ to perform maintenance and support
when required by the customer. Each day of ‘standing ready’ is distinet from sach subsequent day and is transfarred in the same paitern to the
customer.

Trrnsa 07 ad D22 3) T Asts

The Group delivers a range of)goods or services in all reportable segments that are transactional services for which revenue is recognised at
the point-in-time when control of the goods or services has transferred to the customaer, This may be at the point of physical defivery of goods or
services and acceptance by the customer or when the customer obtains control of an asset or service in a contract with customer-specified
acceptance criteria.

The nature of contracts or performance obligations within this revenue type inciudes:
(i) provision of 1T hardware goods;

(i} passive software licence agreements;

(ili} commission received as agent from the sale of third-party software; and

(iv) tees received in relation to the delivery of professional services.
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2.2.1 Segmental revenue
The Group’s operations are managed separately according to the nature of the services provided, with each segment representing a strategic

business division offering a different package of client cutcomes across the markets the Group serves. Capita plc is a reconciling item and not
an operating segment. A description of the service provision for each segment can be found in the strategic report on pages 16 lo 25.

The tabfes below present revenue for the Group’s business segments as reported (o the Chief Operating Decision Maker. The Group
comprises two core frading divisions - Capita Public Service and Capita Experience - and a third division - Capita Portfolio - which comprises
non-core businesses that the Group intends to exit in due course. Comparative information has been re-presented to reflect businesses exited

during 2022.
Adjusted revenue. excluding results from businesses exited in both years (adjusting items), was £2.845.8m (2021: £2,777.8m), an increase of
2.4% (2021: increase 0. | %).

gﬂﬂ‘uﬁ Capita Capita Capita Total Adjusting Total
31 Dacenber 2022 Notes e - e B e o o
Continuing operations
Long-term contractual 1,157.3 986.2 aa — 2,176.6 59.6 2,236.2
Short-term contractual 236.7 150.0 ar.7 — 424.4 70.4 494.8
Transactional (point-in-time) 513 14.5 179.0 —_ 244.8 38.8 283.6
Total segment revenue 1,445.3 1,150.7 249.8 —_ 2,845.8 168.8 3.,014.6
Trading revenue 1,487.5 1,190.9 3342 —_ 3,012.6 —_ 3,012.6
Inter-segment revenue {42.2) (40.2) {84.4) _ (166.8) —_— (166.8)
Total adjusted segment
revenue 1,445.3 1,150.7 2498 - 2,845.8 - 2,845.8
Business exils — trading 2.8 — 333 135.5 - — 168.8 168.8
Total segment revenue 1,445.3 1,184.0 385.3 — 2,845.8 168.8 3,014.6
Year ended
31 December 2021 (Re-presentad)’
Continuing operations
Long-term cantractual 1,115.3 982.2 38.5 — 2,138.0 189.2 2,325.2
Short-term contractual 2114 152.7 429 — 406.7 127.7 534.4
Transactional {point-in-time) 84.0 6.0 145.1 — 2351 87.8 322.9
Total segment revenue 1,410.4 1,140.9 226.5 — 2,777.8 404.7 3,182.5
Trading revenue 1,443.5 1,226.8 265.4 — 29358 - 29358
Inter-segment revenus (33.1) {86.0) (38.9) — {158.0) — (158.0)
Total adjusted segment - )
revenus 1,4104 1,140.8 226.5 — 2.777.8 — 2,777.8
Business exits — trading 2.8 — 43.9 360.8 — — 404.7 404.7
Total segment revente 1,410.4 1,184.8 587.3 - - 2,777.8 —457_” 3,185

1. The 2021 comparalive figures have been re-presentad to reflect the recategorisation of certain contracts beiween conlract types {long-term contractual, short-term contractual and
transactional {point-in-time}} following a review in 2022,

Geographical location
The table below presents revenue by geographical location.

2022 2021
United United
Kingdam Other Tolal Kingdom Other Total
£m £m £m £m £m £m
Revenue ) ’ 27186 206.0 3,014.6 2.682.4 3001  3,182.5
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The tables below show the order book for each division, categorised into long-term contractual (contracts with length greater than two years)
and short-term 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 unsatisfied or partially unsatisfied. Revenue expected to be recognised upen satisfaction of these performance obligations

is as follows:

Capita

Public Capita Caglta Capita
QOrder book Service Experience Portfolio plc Tatal
31 Decembhar 2022 L £rri Em £m £m £m
Long-term contractual 2,916.7 2,465.3 201.9 — 5,683.9
Short-term contractual 68.3 61.4 91.6 - 2213
Total 2,985.0 2,526.7 293.5 — 5,805.2

Capita

Public Capita Cagila Capita
Crder book Service Experience Ponfolio ple Total
31 December 2021 £m £m £ £rn £m
Long-term contractual 3,172.8 2,170.0 4171 — 5,759.9
Short-term contractual 113.8 101.8 140.2 — 3555
Total 3,286.3 2,271.8 557.3 — 6,115.4
The table below shows the expected timing of revenue to be recognised cn long-term contractual orders at 31 December 2022:

Capita

Public Capita Capila Capita
Time bands of expected revenue recognition Service Experisnce Portiolio plc Total
from long-term contractual orders £m Em £m £m Em
< 1 year 843.3 708.3 25.2 —_ 1,576.8
{5 years 1,417.0 1,489.8 62.6 — 2,969.4
> 5 years 656.4 267.2 1141 — 1,037.7
Totai 2,816.7 2,465.3 201.9 - 5,583.9

Prior year comparative information is not presented for the expected timing of revenue recognition because it is a forward looking disclosure
and therefore management does not believe that such disclosure provides meaningful information to a user of the consalidated financial
staterments.

The order book represents the considaration that the Group will be entitled to receive from customers when the Group satisfies its remaining
performance obligations under the coniracts. However, the total revenue that will be earned by the Group will also include non-contracted
volumetric revenue, future indexation linked to an external metric, new wins, scope changes, and anticipated contract extensicns. These
elements have bean excluded 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 obligation to deliver the
performance obligations during the extension period. The total revenue related to pre-priced extensions included in the tables above amounted
to £577.0m (2021: £668.0m). The amounts presented do not include orders for which neither party has performed, and éach party has the
unilateral right to terminate a wholly unperformed contract without compensating the other party.

Of the £5.6 billion (2021: £5.8 billion) revenue ic be earned on long-term contracts, £4.2 billion (2021: £4.3 billion} relales to major contracts.
This amount exciudes revenyue that will be derived from frameworks (transactional ‘point-in-time’ contracts), non-contracted volumetric revenue,
non-contracted scope changes and future unforeseen volume changes from these major contracts, which together are anticipated to contribute
an additional £0.7 billion (2021: £2.3 billion) of revenue to the Group over the life of these contracts.

The Group performs various services tor a number of UK Gavernment ministerial departments and ¢onsiders these individual ministerial
departments to be separate customers due to the limited economic integration between each ministerial department. Na single customer
makes up more than 10% of the Group’s revenues.

2.2.3 Deferred income
The Group’s deferred income balances solely relate ta revenue from coniracts with customers. Revenue recognised in the reporting penod that
was included in the deferred income balance at the beginning of the period was £831.4m (2021: £941.1m).

Movements in the deferred income balances were driven by transactions entered inte by the Group within the normat course of business during
the year (2021 ather than the accelerated revenue recognised of £23.1m on early termination of contracts in Capita Experience and agreed
reduction in scope on a contract in Capita Public Service).
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2.3.1 Items charged/(credited) to reported operating profit

2022 2021
Motes £m £m
Depreciation of property, plant and equipment 3.2 40.9 48.6
Depreciation of right-of-use assets 35 56.0 68.2
Impairment of praperty, plant and equipment 3.2 4.7 1.9
{Reversal of impairment)/impairment of right-of-use assets 3.5 (2.7) 13.3
Amortisation of intangible assets 3.3 415 57.7
Impairment of intangible assets 3.3 5.9 58.7
Impairment of goodwill 3.4 169.0 16.1
impairment of disposal group assets held-for-sale 2.8 — 44.1
Loss on sale of property, plant and equipment and intangibles 2.10.1 3.5 0.7
Foreign exchange differences 6.9 (0.2)
Contract fulfilment asset utilisation, impairment and derecognition 3.1.3 85.7 107.8
Conlract termination gains —_ (4.7)
Tha neat of: accelerated deferred income unwind, and contract fulfilment asset utllisation — {7.5)
Onerous contract provisions {net of additions and releases) 1.7 32.0

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

Contract termination gains: customer contracts usually contain provisions to compensate the Group for exit costs and future profits in the
event of early termination. There wers no in-year customer contract terminations for customer convenience that led to assoccialed exit fees
heing eamed by Capita (2021: £4.7m in Capita Experience} and recorded as income during the year.

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

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

2.3.2 Fees payable to auditors
The amounis inciuded in the table below relate to fees payable to KPMG LLP and its associates:

2022 2021
Em £m
Audit and audit-related services
The audit ot the Parsnt Company and ihe Group's consofidated financial statements 51 5.1
The audit of the financial statements of the Group’s subsidiary companies 1.0 1.8
Total audit and audit-related services i 6.1 7.0
Non-audit services
Other assurance services 1.6 1.5
Total non-audit services | i 16 1.5
Total audit and non-audit services 7.7 8.5

The non-audit fees in respect of 2022 related to the review of inferim results, and services as reporting accountant for the disposal of Pay360
Limited. In respect of 2021, the non-audit fees related 1o the review of interim results, and services as reporting accountant for the disposal of
AXELOS Limited.
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@ Accounting policies

1AS 1 permits an entity to present additional information for specific lems to enable users to betlier assess the entity's financial performance.

The Board has adopted a policy to disclose separately those items that it considers are outside the underlying operating resuits for the
particular year under review and against which the Group's performance is assessed internally. In the Board's judgement, these need to be
disclosed separately by virtue of their nature, size and/or incidence, for users of the conselidated 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 divisicnal performance in the strategic report. This policy is kept under review by the Board and the Audit and Risk
Committee and is discussed in the committee’s report on pages 90 to 98. The Board considers alternative performance measures {(APMs) to be
helpful to the reader, but notes that APMs have certain [imitations, including the exclusion of significant recurring items, and may not be directly
comparable with similarly titled measures presented by other companies.

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

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

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

The items below are excluded from the adjusted results: Operating Profit{loss)
profitffoss) betore tax

2021 2021

2022 £m 2022 em

B ilotes £m  (Re-presentad” £m {Re-prasented}

Reported (79.6) {86.6) 51.4 285.6
Amortisation and impairment of acquired intangibles 3.3 5.1 TT 5.1 7.7
{mpairment of goodwil( 3.4 169.0 11.5 159.0 11.5
Net finance (income)/costs 4.3 — — (3.4) 1.4
Business exits 2.8 B.4 {10.3) (158.3) {429.0)

Adjusted - 162.9 77.7) 73.8 {(122.8)

1. Adjusted operating profit mereased by 232.4% (2021: increased 26.6%) and adjusted profit before tax increased by 160.1%: (2021! Increased 15.1%;). Adjusted aperating profit of £102.9m
(2021: |oss £77.7m) was generated an adjusted revanue of £2,845.8m (2021, £2.777.8m) resulting in an adjustad operating margin of 3.6% (2021: (2.8)%).

2. The tax credi ¢n adjusted profit before tax is £31.8m (2021: £4.0m charge) resulting in adjusted profit after tax of £1035 &m (2021 £125.8m [oss)

3. The adjusted operating loss and adjusted loss before tax for 2021 have been re-presented for the impact of business exits during 2022 and the change in adjusting items. This has resulled
In adjusted operating profit decreasing from £138.1m to & loss of £77.7m and adjusted prolit before tax decraasing fram £83.5m to a loss of £122.8m.

4. 2021 adjusted resulls have been re-prasented - please refer to further detail above,

Ameortisation and impairment of acquired intangible assets: the Group recognised acguired intangible amartisation of £5.1m (2021: £7.7m)
and impairment of £nil {2021: Enil). These charges are excluded from the adjusted results of the Group because they are non-cash iterns
generated from historical acquisition related activity.

lmpaitment of goodwill: the Group carries on its balance sheet significant balances retated to goodwill. Geodwill is subject to annual
impairment testing and any impairment charges are reported separately because they are non-cash iterns generated from historical acquisition
related activity.

Net finance costs: net finance costs exciuded from adjusted profits relate to movements in the mark-to-market vaiue of forward foreign
exchange contracts to cover anticipated future costs and therefore have no equivalent affsetting transaction in the accounting records, also
refar to note 4.2.2,

Business exits: the trading result of businesses exited, or in the process of being exited, and the gain or loss on disposals are excluded from

the Group's adjusted resuits to enable comparability of the Group's adjusted results. Individual busingsses within the Portiolic Division will be
treated as held-for-sale {and therefore a business exit) when the disposal is highly probable and expected to complete within twelve months of

the balance sheet date.



Financial Notes to the Capita ple
statements consolidated Annual Report 2022

financial statements

The Group's operalions are managed separaiely according to the nature of the services provided, with each segment representing a strategic
business division olfering a different package of client outcomes across the markets the Group serves. Capita plo is a reconciling item and not
an operating segment. A description of the services provided by each segment can be found in the strategic report on pages1s to 25.

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

Information on segmental revenue can be found in note 2.2,

Capita

Public Capita Capita Capita Total Adjusting Taotal

Year ended Service Experience Portfalio plc adjusted items reporisd
31 Decemnber 2022 Notes £m em £/ £m [ £m £m
Adjusted aperating profit 2.4 91.5 38.5 16.2 (43.3) 102.9 - 102.3
Business exits — trading 2.8 —_ 4.3 10.4 — — 14,7 14.7
Total trading result ) 915 42.8 26.6 (43.3) 102.9 14.7 117.6
Nan-trading items:

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

Cther adjusting items 24 — (174.1) (174.1)
Operating profit’{loss) 102.9 (182.5) {79.6)
Interest income 8.9
Interest expense {40.86)
Share of rasulis in asscciates
and investment gains 5.8
Gain on business disposal 166.9
Profit before tax 61.4
Supplementary Information
Depreciation and amartisation 3 38.5 67.2 19.4 3.3 128.4 10.0 138.4
Impairment of property, plant 3.3
and equipment, intangible 35 — 7.7 —_ (0.2) 7.5 0.4 7.9

assels and right-of-use assets

Contract fuifilment assets
utilisation, impairment and 3.1.3 67.2 16.3 0.8 — 84.3 1.4 85.7

derecognition

Onerous contract provisions 2.3 —_ 1.7 — — 1.7 — 1.7
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g?l%ilt\i Capita Capita Gapita Total Adjusting Total
3 avarator 2021 Notes Sren PR e & e " e
—[ Re-preserwledi—ﬁ"—_—f;-:l—_
Adjusted operating profit 2.4 93.2 8.8 (0.1} 179.7) 1777 - 177.7)
Business exits — trading 2.8 —_ 6.9 72.4 — — 79.3 78.3
Total trading result ) 3.2 15.8 723 (1797 TR 79.3 1.8
Non-trading items:
Business exits — non-trading 2.8 — 59.0) (59.0)
Other adjusting items 2.4 — (19.2) (19.2)
“Operating loss (77.7) 8.9) (86.6)
interest income 4.7
(51.8)

Interest expense

Share of results in associates
and invesiment gains (0.6)

Gain on business dispasal 419.7
Profit before tax 2856
Supplementary information

Depreciation and arnortisation 55 42 2 78.8 21.8 6.6 149.4 251 174.5
Impairment of property, plant 3:3

and equipment, intangible 3.5 3.3 5.5 2.6 59.9 71.3 2.6 73.9
assets and right-of-use assets

Contract fulfilment assets

utilisation, impairment and 3.1.3 64.5 218 2.0 — 8.3 18.5 107.8
derecognition

Onerous contract provisions 2.3 — 32.0 — — 32.0 — 32.0

1. 2021 adjusted results have been re-presented - please refer to note 2.4 fer further detals,

Geographical location
The table below presents the carrying amount of non-current assets (excluding deferred tax, financial assets and employee henefits) by the

geographical location of those assets.
2022 2021

United United

Kingdom GCther Total Kingdam Ctner Total
Em £m £m £ £m £m
1,320.9 20.6 1,341.5 1,791.3 277 1,818.0

Non-current agsets
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@ Accounting policies

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

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

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

Deferred tax fabilities are recognised for ail 1axable temporary differences except:

= where the deferred tax fiability arises from the initial recogniticn of goodwill;

* where the 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 profif nor taxable profit or loss; and -

in respect of taxable temporary differencas associated with investments In subsidiaries, asscciales and inlsrests 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.

The carrying amount of deferred tax assets is raviewed at sach balance sheet date and reduced to the extent that it is no longer probable that
sufficient taxabie profit will be availabie to aftow all or parl of the deferred tax asset to be utilised.

Deferred iax assets and liabilities are measured at the tax rates that are expected to apply o the year when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or substantively enacied at the balance sheet date.

21t Significant accounting judgements, estimates and assumptions

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

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

2.6.1 Income tax credit

There is a reported income tax credit for the period of £14.6m on reported profit before tax of £61.4m (2021: reported income tax charge of
£61.5m on reported profit of £285.6m), and an adjusted income tax credit for the period of £31.8m on adjusted profit before tax of £73.8m
{2021: adjusted tax charge of £4.0m on adjusted loss of £122.8m}. The most significant reconiciling #tems, explaining the difference irom the
standard UK rate of 19%, are changes in the accounting estimate of recognised deferred tax assets, non-taxable profit on disposals and non-

deductible goodwill impairment.

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

asset assessment.
The major components of income tax charge/(credit) are set out below:

2022 2021
Tatal Included in  Notinciuded in Totat Included in Notincluded in
reported  adjusted profit  adjusled profit reported adjusted profit adjusted profit
Consolidated income statement £m fm £m £m £ Qfl
Current income tax
Current income tax charge 14.0 12.6 1.4 272 (14.5) 417
Adjustment in respecl of prior years {1.2} {1.2) — 3.8 3.8 —
Deferred tax
On origination and reversal of temporary differences (36.7) (52.5) 158 76.1 60.3 15.8
Effect of changes in tax rats on deferred tax balances 3.0 3.0 — (39.0) {39.0) —
Adjustment in respect of prior years 6.3 6.3 — {6.6) (6.8) —

Total ’ (14.6) G318 172 €15 40 575
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Consolidated statement of comprehensive income and ¢onsclidated siatement of changes in eqguity 2022'121 20E2m1
Current income tax movement on cash flow hedges ’ — (2.0)
Deferred tax movermeant on cash flow hedges 1.6 {0.2)
Deferred tax movement in relation to actuarial changes on defined benefit pension schemes 5.2 322
Current income tax movemnent on defined benefit pension scherme contributions {7.2) (11.5)
Effect of rate change on deferred tax on defined benefit pension schemes — {2.6)
Current income tax deduction on the exercise of share options — (0.4)

- 9.4 155

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

Total tax Current tax
2%25 2[1E2ﬂ11 20225 eogznl
Profit before tax from continuing operatibns 61.4 28586 614 2856
Notional charge at UK corporation tax rate of 19% o 11.7 7 54.3 11.7 54.3
Adjustments in respect of current income tax of prior years a (1.2} 3.8 (1.2} 3.8
Adjustments in respect of deferred tax of prior years b 8.3 (6.6} —
Non-deductible expense/{non-taxable income) — adjusted c (2.3) 3.7 (2.3) 37
Mon-deductible expenses — businass exit d- 2.3 1.5 2.3 15
Mon-taxable income — specific items — (1.1 — {1.1)
Profit on disposal of business e* (31.6) {51.7) 31.6) (1.7
Non-deductible goodwill impairmant f* 32.0 1.4 32.0 1.4
Difference in rate recognition of temporary diffarences 34 (39.0} — —
Tax provided on unremitted earnings a 1.3 1.1 - 3.2

Attributable to different tax rates in overseas jurisdictions h 0.5 on 0.5 (0.1)

Movemeni in deferred tax unrecognised note 2.6.2  {36.7) 54.2 —_ -

Fixed asset timing differences — — 5.8 2.0
Current tax impact on other timing diiferences — — (6.4) 0.2
Carry forward/{utilisation) of losses in current period i -— — 1.0 7.8
At the effective total tax rate of (23.8)% (2021: 21.5%) and the _e?f-ective current tax rate

of 20.8% (2021: 10.9%) j (14.6) 61.5 128 31.0
Tax {credit)/charge reported in the income statement {14.6) 61.5 12.8 310

These £2.¥m (2021: £(38.8}m) of reconciling items relate to reparted tax charge only. with no impact on the adjusted tax charge. Further details ars given (7) below

The £1 2m prior year credit adjustment includes: (1} a £1.2m release of uncartain tax positions due to the relevant eniity being put into higuidation; (i) a £6 3m credits which have a
corrgsponding impact within deferred lax of prior years; and (i) 2 £6.0m credit to adjust for finalisaton of submitied tax returns.

Adjustments in respect of deferred tax of prior years mainly relate to £6.3m of charges which have a coresponding impact within current income tax of pror years.

Relatss mainly to @ one-off tax deduction triggered dus lo the adoption of IAS 37. Refer o section 1 for further details

Business exit: relates to non-deductibla closure costs associated with the sale of entities. Refer to note 2.8 for futher details.

Retates to the application of the tax exemption un accounting profits from tne sale of enutes. Refer to note 2 8.1 for further dstalls

Relates to the intangible asset iImpaiments as detailed further s note 3.4.

Movement in the deferred tax hability recegnised cn the unremited earnings of those subsidianes attected ay withholding taxes

Helates to the difference between tax payable at higher rates in India and South Africa. and tax payabie atlower rates in other rading jurisdict.ons (Pofans, 1sle of Man and UAE).
Realates to the (utlisation)/carry forward of tax losses during the current period

The current tax chargs of £12 8m (2021: £21.0m) results in an effective current ax rate of 20 8%, whichuis different from the UK statutory rate of lax of 19%: predominantly dua ta. tax
impact of non-tazable profits fram dispasals of busingsses; non-deductible goodwill impairment; and losses carned forward The impact of dif‘znng overseas lax rates is rymms! and

cuvered in footnote (hy,

w

-t To tTaan g
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2.8.2 Deferred tax
A change to the main UK corporation tax rate was substantively enacted on 24 May 2021. The rate applicable from 1 Aprit 2023 increases from
18% to 25%. The net UK deferred tax assets for the period to 31 December 2022, and the prior period, have been calculated based on this

rate.

Deferred tax relates to the following:
Cradited/{charged) to

0Clandg

1 Januaf?; stallneﬁ;r:ﬁ °ha"3§3i:3 muvem(;m:; 3 Decembe:
em £m £m m £m
Neferred tAx assets

Fixed assets which qualify for tax relief 77.3 12.2 — 1.3 90.8
Deferred income (G.1) 1.2 — {1.1) —_
Provisions and other timing differences 14.7 (3.7) (1.6} 1.1 10.5
Pension schemes 19.8 (8.7) {5.2) — 5.9
Share-hased payments 3.8 (0.4) — (2.1} 1.3
Tax losses! §3.3 27.2 — (9.1} 81.4
178.8 27.8 {6.8) (9.9} 189.9
Jurisdictional netting (2.8) (0.4
Net deferred tax assets 176.0 27.8 (6.8} {2.9) 189.5

Deferred tax liabilities
Acquired intangibles {0.7) 0.5 — — (3.2)
Contract fulfilment assets (4.4) 0.4 — 1.8 (2.2)
Unremitted earnings (3.6) {1.3) — — {4.9)
(8.7) {0.4) — 1.8 (7.3}
Jurisdictional netling 2.8 0.4
Net deferred tax liabifities (5.9) {0.4) — 1.8 (6.9)
Met deferred tax 170.1 27.4 (6.8) (8.1) 182.6

1. Mainly trading losses available to shelter future profils and defarred interest.
2. Other movements includes business disposals.

The main movernents in the net deferred tax asset are due to the income statement tax credit arising cn the change in the accounting estimate
of deferred tay, the deferred tax charge to other comprehensive income {OCH) and income statement on the defined bensafit pension scheme
surplus recognised for accounting purposes, and the deferred tax assets disposed of on the sale of subsidiaries.

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

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

The recognition of deferred tax assets for 2022 has been based on the forecast accounting profits in the 2023-2025 business plans (BP)
approved by the Board. This is the same plan used to derive forecast cash flows for the goedwill impairment test, per note 3.4. A long-term
growth rate of 2.2%, as used for impairment test purposes, has been applied to years beyond 2025, A reducing prabability factor has also been
applied to future profits for the potential decrease in reliability of forecasts extrapelated for later years, such that profits beyond seven years of
the balance sheet date have not been considered probable tor the purpose of assessing deferred tax asset recognition.

Historic tax losses make up the majority of the deferred tax asset. These losses mainly arose due to the adoption of IFRS 15, Covid-18 related
downward pressures on the profits and tax deductible restructuring costs in previcus years. Based on the above adjusted forecasts,
management have conciuded that an additional deferred tax asset should be recognised this year. The impact of this s an adjustment to
recognise additional deferred tax assets of £36.7m. This is net of £16.7m change in the deferred tax asset eslimate due to the reduction in
future taxable profits on disposal of taxable subsidiaries, reflected in the tax arising on business exits (see note 2.8).

Deferred tax asset recognition is reliant on the accuracy of management’s forecasts and the assumptions that underlie them. Management
have considered the severe bul plausible downsides, applied to the base-case projections, to gauge sensitivity and identify a reasonable
nossible alternative result. This scenario identified a further potential reduction in recagnised deferred tax assets of approximately £17m.
Further disposals, planned as part of the simplification agenda, could also reduce the recognised deferred tax asset in future periods, which

management currently estimate at approximately £41m.

The Group has unrecognised tax Josses and other temporary differences that are available for offset against future taxable profits of the
companies in which the lasses or other temporary differences arose, but have not been recognised because their recoverability is uncertain.
The table below shows the amounts split between UK and non-UK jurisdictions.
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2022 2021
£m £m
Gross Gross
Amount Arount
At 31 December )
UK:
Tax losses 332.7 498.0
Other temporary timing differences 113.9 99.7
4366 5977
Non-UK: )
Tax losses 60.8 44.9
Cther temporary timing differences 11,6 4.8
72.4 58.7
Totaf B 519.0 657 .4

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

Dividends recelved from subsidiaries are largely exempt from UK tax but may be subject 1o dividend withholding taxes levied by the overseas
tax jurisdictions in which the subsidiaries operate. The gross temporary differences of those subsidiaries affected by such potential taxes is
£58.4m (2021: £42.8m). A deferrad income tax liability of £4.9m (2021: £3.6m) has been recognised on the unremitted earnings of those
subsidiarigs affected by such potential taxes because the Group is able to control the timing of reversal and it is anticipating dividends to be
distributed. The earnings remitted during the year have resulted in a reduction in the closing deferred tax liability.

2.6.3 Uncertain 1ax posilions

The Group files income tax returns in several jurisdictions and some of those returns are open lo, or subject to, tax authority audits or
examinations. Tax returns contain matters that couid be subject to differing interpretations of applicable tax taws and regulations and the
rasalution of tax positions, through negeotiations with relevant tax authorities or through [itigation, can take several years. Tax uncertainties are
assessed throughout the year and specifically at the year-end with any associated provisions recognised considering the specific
circurnstances of each risk, including the merits of technical aspects, previous exparience with tax autharities, recent tax law and if relevant,
external specialist advice. The Group applies judgement in quantifying unceriainties over income tax treatments in accordance with this criteria.

Income tax receivable of £9.9m at 31 December 2022 s net of a £2.9m (2021: £4.1m) liability in relation to unceriain tax positions. The Group
released £1.2m (2021: £1.7m ) of uncertain tax positions during 2022 relating to tax risks which are no longer considsred likely to arise, due to
the relevant entity being put into liquidation. The release is disclosed as a current income tax prior year adjustment.

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

2.6.4 Global minimum tax

In December 2021, the OECD released the Pillar Il giobal minimum tax draft legislative framework which ultimately seeks to introduce a global
minimurn corporalion tax rate of 156%. Following consultation the UK Government has proposed that Pillar 1 will first apply to accounting
periods beginning on or after 31 December 2023, but at the time of signing these financial statements no tax jurisdiction Capita operates in had
enacted or subsiantively enacted laws to implement the Pifar 1l framework.

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

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

2.6.5 Capita's responsibfe approach to taxation

Capita has an open and positive working relationship with HMRC, has a designated customer cormpliance manager, and is committed to
prompt disclosure and transparency in all dealings with HMRC and overseas tax authorities. The Group does not have a complex tax structure,
nor does it pursue aggressive tax avoidance activities. The Group has a low-risk rating from HMRC, re-assessed in 2021, and has bsen
awarded the Fair Tax Mark for jis tax disclosures from 2018 lo 2021. The Group has operations in a number of countries outside the UK. All
Capita operaticns outside the UK are trading operations and pay the appropriate local taxes on these activities. Furiher detail, regarding
Capita's tax strategy can be found on the Policies & Principles area of the Capila website (https://www.capita. comvour-company/about-capita/
policies-and-principles).

Capita contributed £153.2m (2021: £162.3m ) in taxes from its UK operations during 2022. This consisted of a net repaymaent of £2.6m (2021:
net repayment of £0.5m) of UK corporation tax; £15.0m {2021: £18.1m) incurred in irrecoverable VAT, £124.8m (2021: £125.5m} in employer
national insurance contributions (NIC), and £16.0m (2021: £19.3m) in other levies including business rates, import duties, the apprenticeship
levy and environmental taxes. Addiffonally, the Group's 2022 UK VAT payments were £315.1m (2021: £218.7m). A further £14.9m VAT was
remitted in 2022, which was VAT deferred from 2020 under HMRG's Covid-19 deferral scheme: The Group also collected £272.8m (2021:
£287.8m) of Capita UK employee payroll taxes (PAYE and NIC). Capita entities in overseas jurisdictions paid £8.5m (2021: £15.0m)
corporation tax, which mainly covers corporate income tax on local profits.
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Basic earnings/(loss) per share are calculated by dividing net profit for the period attributable o ordinary equity holders of the Parent Company

by the weighted average number of ordinary shares outstanding during the year.

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

sharas that would be issued on the conversion of all the dilutive potential ordinary shares intc ordinary shares,

2022 2021
Canfinuing Total Continuing Total
operations operations opearations operations
P B p p
"Basic earnings/{loss) per share - reported 4.47 4.47 13.33 13.52
— adjusted ' 6.20 6.20 {(7.74) (7.74)
Diluted earnings/{loss) per share — reported ) 4.40 4.40 13.15 13.33
— adjusted ' 6.09 6.09 (7.74) {7.74}
1. 2021 adjusled results have been re-presented. Please refer ta note 2 4 for further details,
The following tables show the earnings and share data used in the basic and diluted earnings/{loss) per share calculations:
2022 2021
Continuing Total Continuing 'T'cta!—
operations  operalions operations operalians
£m £m Em Em
Reported profit before tax for ihe period 61.4 61.4 285.6 288.7
Income tax credit/(charge) 26 14.6 14.6 (61.5) {61.5)
Reported profit for the period 76.0 76.0 2244 227.2
Less: Nen-controlling interest {1.2) {1.2) {2.5) (2.5}
Total profit attributable to shareholders - 74.8 74.8 2216 2247
Adjusted profit/foss) before lax for the period ! 2.4 73.8 738 {122.8) (122.8)
Incoma tax credit/(charge) 2.6.1 31.8 31.8 {4.0) (4.0
Adjusted profit/{ioss) for the period ’ 105.6 105.6 (126.8) (126.8)
Less: Non-controlling interest (2.0) (2.0) (1.9) (1.9)
Adjusted profit/{loss) attributable to shareholders | 103.6 103.6 (128.7) {128.7)
1. 2021 adjusted results have been re-presented, Please refer to note 2.4 for further detaits,
2022 2021
mn m
Weighted average number of ordinary shares {excluding trust and ireasury shares) for basic earnings per share 1,671.7 16619
Dilutive potential ordinary shares:
Employee share options 30.0 23.9
Weighted average number of ordinary shares (excluding trust and treasury shares) adjusted for the effect of dilution 1,701.7 1,6858

The earnings per share figures are calculated based on earnings aliributable te ordinary equity holders of the Parent Company, and therefore
exclude non-controlling interest. The earnings per share is calculated on a total reported and an adjusted basis. The earnings per share for

business exits and specific items are reconciling items between total reported and adjusted earnings per share.

There have been no other transactions involving ordinary shares or potential ordinary shares belween the reporling date and the date on which

thase consofidated financial statements were autharised for issus.
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[SENRET AL . 8

Business exits are businesses that have been sold, exited during the period, or are In the process of being sofd or exited in accardance with the
Group's straiegy. None of these business exits maet 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 tc mean a reported segment.

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

W

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

transaction rather than continued use. For this to be the case, the asset {or disposal group) must be available for immediaie sale in its present
condition subject only to terms that are usuai and customary for sales of such assets (or disposal groups) and its sale must be highly probable.
For the sale 1o be highly probable. the appropriate level of management must be committed to a plan to sell the asset {or disposal group), and

an active programme o locate a buyer and complete the plan must have been initiated. Further, the asset (or disposal group) must be actively
marketed for sale at a price that is reascnable in relation to its current fair value, and, the sale should be expected to be completed within one

year from the date of classification,

Based on the above requirements, individual businesses within the Portfolio Division will anly reach the criteria to be ireated as held-for-sale
when their disposal is seen to be highly probable, and expected to complete within the following twelve months. At 31 December 2022 no
disposals were deemed t0 have met this threshold. At 31 December 2021, the disposals of three businesses (AMT Sybex software, Secure
Salutions and Services {S585), and Speciality insurance) were deemed to have met this threshold.

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

Business Disposal compieted on
AMT Sybex ) 1 January 2022
Secure Solutions and Services 3 January 2022
Trustmargue 31 March 2022
Speciality Insurance 28 April 2022
Real estate and infrastructure consultancy 22 September 2022
Optima Legal Services 30 November 2022
Pay360 1 December 2022

Capita Translation and Interpreting 29 December 2022

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

2022 2021

Trading Non-trading Total Trading Nen-trading Total

Income statement impact £m Tm £m £m £m £rm
Revenue 168.8 - 168.8 B 404.7 — 204.7
Cost of sales {135.3) — {135.3) (269.0) - (269.0)
Gross profit 33.5 —_ 33.5 135.7 — 135.7
Administrative expenses (18.8) (23.1) (41.8) {56.4} (69.0} (125.4)
Operating profit/(ioss} 14.7 {23.1} (8.4) 79.3 162.0} 10.53
Net finance costs (0.2) — {0.2) (0.7} (0.3) .0
Gain on business disposal — 166.9 166.9 — 419.7 419.7
“Profit before tax 14.5 143.6 158.3 78.6 3504 429.0
Taxation (2.8) (14.7) (17.5} {16.1) (43.0) (59.1}
“Profit after tax B 1.7 129.1 1408 62.5 3074 " 369.8

Trading revenue and costs represent the current period trading performance of the above businesses up to the point of being disposed or
exited, and in the comparative those businesses disposed of during 2021 (ESS, Life Insurance and FPensions Servicing business in freland, and
the AXELOS joint venture with the UK Government). Trading expenses primarily comprise payroll costs of £86.9m (2021: £217.6m) and
information technology costs of £23.2m (2021: £65.2m).

Included within non-trading administrative expenses is £nil (2021: £9.3m} of amottisation of acquired intangibles which, in accordance with the
Group’s policy. were excluded frem the Group's adjusted results and have been reclassified to business exits because they relate to
businesses sold or being exited. Other non-trading administrative expenses include: assel impairments of £nil (2021: £53.1m); disposal nroject
costs of £14.4m (2021: £8.9m); other costs including staff and redundancy costs of £8.7m (2021: £4.7m); and, other income of £nil (2021:
£7.0m).
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2.8.1 Disposals

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

2022 2021

The assets and liabilities dispesed of and the related gain on disposal are as follows: trm e
Property, plant and>equipmem - ) ) 0.2 0.2
Intangible assets 20.4 20.0
Goodwill 178.3 65.7
Right-of-use asssts 0.2 —
Incomea tax recoverable and Jdeferrad tax assets 7.6 —
Contract tulfilment assets 238 0.1
Trade and other receivables 136.6 2.8
Cash and cash equivalents 55.9 8.2
Disposal group assets held-for-sale 143.0 120.2
Trade and other payables (127.0) (6.7)
Deferred income (38.6) 2.9
Lease liabilities {0.3) —
Detferred consideration payable —_ (22.8)
Loans payable! — (26.0)
Capita group ioan balances (102.3) (27.2)
Income tax payable and deferrad tax liabilities (0.7} {4.3)
Provisions (0.4} —
Disposal group liabilities held-for-sale (135.4) (57.5)
Net identifiable asseis sold 140.3 69.6
Non-contralling interests (0.3) (3.4
140.0 66.2
Sales price:
received in cash 330.0 508.6
deferred receivable 10.5 —
Less: disposal costs (33.3) (25.5)
Net sales price ' - ; ' ) 307.2 4831
Realisation of cumulative currency transiation difference (0.3} 2.8
Gain on business disposals 166.9 419.7
Net cash inflow
Proceads received 330.0 508.6
Less disposal costs:
income statement charge (33.3) (25.5)
change in accrued disposal costs during the year 9.9 —
Settlement of receivables due from disposed subsidiaries:
disposal of subsidiaries in the pericd 102.3 27.2
disposal of subsidiaries classified as held-for-sale 54.5 —
Totla! proceeds received net of disposal costs paid B ' B ‘ 463.4 510.3
Total cash held by subsidiaries when sold
Cash held by subsidiaries when sold (55.9) {8.2)
Cash held by subsidiaries classified as heid-for-sale (19.8) {(17.7)
Total cash held by subsidiaries when sold ’ ] (75.5) {25.9)
“Net cash inflow ' 387.5 i84.4

1. The lean payable represents an interest bearing loan payable by AXELOS Limited to HM Gavernment in cannection with & dividend payable by this company. The loan 1s subject to interest
at 6%pa and was settled on completion of the disposal on 29 July 2021.

Disposal costs of £7.1m, relating to businesses disposed of in the year, were recognised in prior years and are excluded from the above gain
on husiness disposals,
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As part of the disposal of Trustmargue to One Equity Parners in March 2022, Gapita enlered into a five year agreement committing to procure
a sufficient amount of the Group's IT and technology requirements through Trustmarque as a reseller of such services to enable Trusimarque
to realise a specified ievel of gross profits over the period of that agreement. The price paid for these purchases will be equivalent to that paid
by other customers of Trustmarque, and the Group expects to have sufficient demand to meet the commitment. 1t 1s currenily estimated that the
total expenditure with Trustmarque under this agreement over the five year period will be approximately £300m ot which less than 25% is
expected to be capital in nature.

During 2622, management identified that the net assets of a business held-for-sale at 31 December 2021 and used ic assess for imparrment }
were incorrectly determined when comparing to the expected net disposal proceeds, This resufted in an overstatement of a goodwill impairment
charge recognised within business exis (£19.0m) and consequently, an understatement of assets held-for-sale at 31 Dacember 2021, This
error did not impact the adjusted results of the Group.

Management has considered IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors and concluded that the impact of this
error is not deemed material since it would not influence the economic decisions of primary users of the consolidated financial statements, not
least becalse the business has been disposed of in the current pericd. and theretore, the correction of the impairment has been recognised in
the current period within the gain on business disposal.

2.8.2 Disposal group assets and liabilities held-for-sale

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

2022 2021
Em £m
Praperty, plant and equipment . — .4
Intangibie assets — 14.4
Goodwill —-— 442
Contract fulliiment assets — 32.6 ;
Trade and other raceivables — 10.7 k
Accrued income —_ 51
Prepayments — 5.2
Cash and cash equivalents - 15.8
Income tax recéivable and deferred tax assets — 10.4
Disposal group assets held-for-sale T _— 138.8
Trade and other payables — 1.6
Other taxes and social security — 1.6
Accruals — 3.4
Deferred income — £55.8
Incame tax payabte and deferred tax liabilities — 2.3
Provisions - 2.4
Disposal group liahilities Peld-for-sale e — 8i.1

Business exit cash flows
Businesses exited and being exited had a cash generated from operations inflow of £8.9m (2021: cash inflow of £43.1m}.

Capita completed the disposal of its Asset Services businesses, including Capita Financial Managers Limited {CFM), to the Link Group on
3 November 2017, The disposal 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 likely future costs o be incurred by the Group.
No further material movements in provisions related to the disposal of the Asset Services business are anticipated.

The earnings per share impact from discontinued operations is nil p (2021: 0.19p) on basic earnings per share and nil p (2021: 0.18p} on
diluted earnings per share.
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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 deposits net of outstanding
bank overdratts and include cash and overdraits within disposal group assets and liabllitles held-for-sale. Cash at bank earns interest at fixed

and floating rates based on prevailing bank deposit rates.

2.10.1 Additicnal cash flow information

2022 2022 2021 i 2021
Restated” Hestatad®
Before
business Before
Reported exits Repored business exits
Notes Ern £m £m £m
Cash flows from operating activities:
Reported operating loss 2.4 {79.9) (79.6) {86.6) {86.6)
Less: business exit operating loss/{profit) 2.8 —_ 8.4 — (10.3)
Total operating loss {79.6) (71.2) {(86.8) {96.9)
Adjustments for non-cash items:
Depreciation 32,35 96.9 96.7 1171 115.7
Amortisation of intangible assets 3.3 41.5 36.8 57.7 41.4
Share-hased payment expense 5.1 5.4 5.4 1.2 1.2
Employee henefits 52 9.0 8.0 8.9 8.9
Loss on sale of property, plant and equipment and intangible assets 2.3 3.5 3.5 0.7 0.7
Amendments and early terminations of leases 4.7) (4.7) — —
impairment of disposal group assets —_ — 441 -
Impairment of non-current assets 176.9 176.5 80.0 82.8
Other adjustments:
Movement in provisions {42.1) {47.9) 21.9 35.2
Pension deficit contributicns (38.8) {30.0} (155.5) (73.6)
Other contributions into pension schemes (10.0) (10.0} (8.4) (8.4)
Movements in working capital:
Trade and other receivables {41.9) 18.6 (5.2} (10.0)
Non-recourse trade receivables financing 28.0 28.0 (5.7} (5.7)
Trade and other payables 84.8 25.9 17.0 2086
VAT deferral (14.9) (14.9) (104.1) {104.1)
Deferred income (116.0) (124.2) (116.9) (62.9)
Contract fulfiiment assets (non-current) 18.7 19.0 (e4.7) (55.6)
Cash generated from/(used by} operations 117.8 116.5 (148 5) (108.7)
Adjustments for free cash flows:
Income tax pald {7.9) (6.5) {(17.7) (17.7}
Net interest paid (38.0) (37.4) (40.1) {40.0)
MNet cash inflows/{outflow) from operating activities 71.9 72.6 (206.3) (167.4)
Purchase of property, plant and equipreant 3.2 {20.6} {16.8} {25.6} (18.7)
Purchase of intangibte assets 3.3 (27.3) (27.3) {32 .5) (32.5)
Proceeds from sale of property, plant and equipment and intangible assets 0.5 0.5 0.1 -—
Free cash flow’ 245 29.0 (264.3) (218.6)

. Definmons of the aiternative perfermance measures and related KPis can be faund in section 8.2,

2. The 2021 cash flow has been restated to include £27.2m of cash, received from the purchasers of subsidiaries when sold to settle inter-company balances, wathin investing activities, which
were previously included within the operaling activilies, This results in an ingrease in net cash low from investing activitics by £27.2m and decrease in net cash flows from operating
activities, cash generated from operations, and free cash flow by the same amount There is no Impact on the reported net movament in cash and cash equivalents
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2.10.2 Free cash flow and cash generated from operations (alternative performance measures - refer to section 8.2}

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

These measures are analysed below:

Cash generatedf{used) by

Free cash flow aperatiens

2022 2021 z022 z021

£ £m £m Em

_Reported i 245 T (264.3) 117.8 {148.5)
Business exits {4.1) (36.2) (9.9) {43.1)
Pension deficit contributions triggered by disposals B.6 81.9 56 81.9
Before business exits 29.0 1218.8) 116.5 (109.7)

A reconciliation of net cash flow to movement in net debt is inciuded in note 2.10.3.

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

Pension deficit contributions triggered by disposals: the Trustee of the Capita Pension and Life Assurance Scheme (the Scheme) has
agreed with the Group to accelerate the payment of future agreed deficit contributions on a pound for pound basls in the event of disposal
proceeds being used to fund mandatory prepayments of debt, During the year, the disposal of the Trustmarque business led to accelerated
deficit contributions of £5.9m being paid into the Scheme (plus up to a further £14.5m in accelerated contributions will be required to be paid by
31 March 2024}, In addition, an accslerated deficit contripution of £2.7m was paid inta the Scheme during the year as a result of the disposal of
the Axelos business in 2021 (2021 Pension deficit contributions of £81.9m triggered by: the disposal of the ESS business which led to
accelerated deficit contributions of £50.2m. and the disposal of the Parking Eye business in 2018, where actual settfement of accelerated deficit
contributions of £31.7m was deferred until 2021},

2.10.3 Reconciliation of net cash flow io movernent in net debt
Overdrafts comprise the aggregate value of overdrawn bank account balances within the Group's notional interest pocling arrangerments.
These aggregate overdrawn amounts are fully offset by surplus balances within the same arrangements.

At 31 Dacember 2022, the Group's £288.4m committed revoelving credit facility was undrawn {31 December 2021: £40.0m drawn).

Met debt at Cash flow Nen-cash tet dept at

Year ended 3% December 2022 W Em memeRn movemegy Y beeem

7Cash, cash equivalents and overdrafts 4,54 101.5 75.3 0.4 177.2
“Other loan notes - 4.5 {1.3) 0.6 - N
Credit facilities (46.0) 46.0 - —

Private placement loan notes! 4.5 (512.9) 242.0 (14.6) {285.5)

Cross-currency interest raie swaps® 4.5 28.0 (10.1) 6.9 24.8

Lease liabilities 4.4 (448.4) 84.4 (33.5) {397.5)

“Total net liabilities from financing activities o {980.5) 362.9 (a41.2) {658.9)
Deferred consideration 4.5 (0.7) s — {0.7)

Met debt o 414 (879.8) 438.2 {10.8) (482.4)

1 The sum of these iters equates to the fair value of the Group's pavate placement loan no'e’s debt of £260.7m {2021 £484.9m}, Cash flow movement in privale placement loan noles
includes both repayment of private placement [oan notes of £236 8m (2021: £232 3m) and hinarcs arrangement costs of £5.2m (2021: £1 Sm}

2. Mon-cash mowvemant relates to the eifect of changes in foraign exchange on cash, fair value chanyes on the swaps, amortisation of lean nates 1ssue costs, amanisation of the discount on
the euro debt, and additrang and tesminations and foreign exchange rate effents on the Group's leases

Met debt at Gasn flow Non-cash Met debt at

Year ended 31 December 2021 Mote ! Janugg mvemeglmsw mw;megrls ¥ Decem%i—:
"Cash, cash equivalents and overdrafts 454 1411 (43.6) 4.0 1015
"Other loan notes 45 23 1.0 — (13
Credit facilities — (46.0) — (46.0)
Private placement loan notes 4.5 [765.1) 234.2 18.0 {512.9}
Cross-currency interest rate swaps 4.5 57.5 (19.7) (9.8) 28.0
Interest rate swaps 4.5 0.5 — (0.5) —
Lease liahilities? 4.4 508.1) 106.2 (46.5) (448.4)
‘Total net habilities from financing actvities {1,217.5) 2757 (38.8) {980.8)
Deferred consideration 4.5 0.7) — — (0.7}
Net debt ’ ) 411 (10771 2321 (34.8) (879.8)

3. Cash How movements in respect of lease habilities hava been re-presented to includs ret interest paid on finasce leases (£23.6m) previcusly included within non-cash movemant,
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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 Seclion 4. Current tax and deferred tax assets and liabilities are shown in
note 2.6. Deferred income is shown in nate 2.1.

In this sectien you will find disclosures about:

3.1 Warking capital
3.1.1 Trade and other receijpables
3.1.2 Trade and other payaples
3.1.3 Contract fulfilment asgets
3.2 Property, plant and equipment
3.3 Intangible assets
3.4 Goodwill

35 Right-of-use assets
3.8 Provisions

@ Denotes accounting policies

Denotes significant acco+nting judgements, estimates and assumptions

Year on Year

2022 2021 movement

Mate £m Em £m

Woarking capital {current and non-current): 3.1 (435.1) {502.8) 63.7
Trade and other recetvables 3.1.1 446.2 552.8 (116.8)
Trade and other payables 3.1.2 {507.6) (557.6) 50.0
Deferred income 21 {640.7) (784.7) 154.0
Caontract fulfilment assets 3.1.3 263.0 286.7 (23.7)
Property, plant and equipment 3.2 1at1.4 128.0 (27.9}
Intangible assets 3.3 106.0 147.3 (41.3)
Goodwill 3.4 605.9 951.7 (345.8)
Right-of-use assets 35 2485 287.9 (38.4)
Provisions 36 (127.3) (140.6) 13.3

The decrease in trade and other receivables is primarily driven by a reduction in trade receivables {£82.1m), prepayments (£18.4m) and current
contract fulfilment asseis (£13.0m). The reduction in trade and other receivables is largely a resuit of the disposal of businesses during the year
(£75.2m), alongside a drive in cash collection towards the end of the year. This was ofiset by an increase in accrued income (£6.9m).

The Group uses non-recourse invoice discounting facilities, with £44.4m of outstanding invoices sold under these facilities at 3t December
2022 (2021: £16.4m).

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

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

Contract fulfilment assels decreased as a result of additions of £67.1m predeminantly in Capita Public Service (£44.2m) on contracts including

TiL Networks and Royal Navy training being coffset by a utilisation of £81.5m mainly within Capita Public Service {£67.8m), as well as
impairmenis of £3.8m primarily in Capita Experience.

Property, plant and equipment decreased due to depreciation of £40.7m being partially offset by £20.6m of additions.
Intangible assets decreased due to amortisation of £31.7m being partially offset by £27.3m of additions relating primarily ta invesiment in
capitalised software.

Goodwill decreased primarily as a result of the businesses sold in the year (£178.3m}, and impairment of certain cash generating units in the
Capita Portfolio division {£169.0m).

The decrease in provisions of £13.3m during the year was predominantly due to new provisions totalling £6%.2m, with the largest increases
being additional customer contract provisions (£20.6m) and business exit provisions (£25.0m), being offset by releases and utifisations totalling
£97.9m.
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3.1.1 Trade and other receivables

@ Accounting policies

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

Impairmeant: For trade receivables, the Group applies the simpiified approach permitted by IFRS @, 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 1s written down to its recoverable amount.

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

Derecognition: A financial asset (or, where applicable, a pan 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 rghts 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 assurned an obligation to pay the received cash flows in full without
material delay to a third parly under a ‘pass-through’ arrangement; and either (a) the Group has transterred substantiafly all the risk and
rewards of the asset; or, (b) the Group has neither lransferred nor retained substantially all the risks and rewards of the asset, but has
fransterred control of the asset.

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

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

Current Mon-current

2022 2021 2022 z021

£m £m £m £m

Trade receivables 149.9 232.0 — —
Other receivables’ 328 43.4 5.8 4.0
Current contract fulfilment assets?® 10.7 23.7 — —
Accriled income 176.1 169.5 —_ 2.7
Prepayments 58.1 78.5 10.0 9.0
- ‘ 4304 8471 158 15.7

1 Other recevables includes £0.4m (2021: £1.6m) of accruad interest on cross-curizncy Interast ralz swaps.
2. Refer lo note 3.1.3 for non-currant contract fulfilment assets

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

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

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

2022 2021

£m £m
At January o 12.4 113
Utilised (4.0) 6.7)
Frovided in the year 15.3 16.2
Business disposal (1.0) -
Transfer to disposal group assets held-for-sale — (0.4)

At 31 December ) 29.7 194
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There are no customers who represent more than 10% of the total baiance of trade receivables.

2022 2021

Ageing of trade receivables tm £m
Not due i18.5 203.3
Overdue by less than three months 26.9 29.8
Qverdue between three and six months 6.3 6.6
Overdue between six and twelve months 9.9 11.4
Overdue mare than twelve months 18.0 0.3
Allowance for doubtful debts {29.7) (19.4)
149.9 2320

MNon-recourse trade receivables facilities

The value of the outstanding invoices sold undar non-recourse trade receivable facilities was £44.4m at 31 December 2022 (2021: £16.4m).
The cost of seiling such invoices totalling £0.8m (2021: £0.6m) was included in administrative expenses in the consolidated income statemant.

3.1.2 Trade and other payables

Current Non-current

2022 2021 2022 2021

£m £m £m £m

Trade payables 134.9 153.7 0.1 —

Other payables 32.8 26.7 6.5 6.3

Other taxes and social security 85.5 122.9 8.0 5.0

Accruals 239.2 238.9 25 4.1

' 4925 5422 15.1 15.4

Trade payables are non-interest bearing and are settled on terms agreed with the suppliers.

The Group aims to pay its suppliers on lime 10 accordance with agreed terms.
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3.1.3 Contract fulfilment assets
@ Accounting policies

The Group regularly incurs costs to 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 costs and training.

Contract fulfilment costs are divided into: {i) costs that give rise to an asset; and (1i) costs that are expensed as incurred.

When determining the appropriate accounting treatment for such costs, the Group firsily considers any other applicable siandards. li those
other standards preclude capitalisation of a particular cost, then an asset is not recognised under IFRS 15

If other standards are not applicable to contract fuifilment costs, the Group applies the following criteria which, it met, resuit in capitalisation of
costs that: () directly relate to a contract or to a specifically identitiable anticipated contract; (i) generate or enhance resources that wili be used
in satisfying {or in continuing to satisfy) performance obligations in the future; and (iii) are expected to be recaovered.

The Group has determined that, where the relevant specific criteria are met, the costs for (i) process mapping and design; (i) system
development; and (i) preject management; are hkely to qualify to be capitalised as contract fulfiment assets.

The incremental costs of obtaining a contract with a customer are recognised as a contract fulfiment asset f the Group axpects 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 foliowing cosls may be capitalised as contract fulfilment assets: (i} fegal fees to draft a contract afier the
Group has been selected as preterred supplier; and (i) sales commissions directly related to winning a specific contract.

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

Utilisation: The utilisation charge is included within cost of sales. The Group utilises contract fulfilment assets over the expected contract
petiod on a systernatic basis that mirrors the pattern in which the Group transfers contrel of the service to the custorner

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

Impairment: Al each reporting date, the Group determines whether or not the contract fulfilment 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
services under the relevant contract. In determining the estimated amount of consideration, the Group uses the same principles as it does o
determine the contract transaction price, except that any constraints used to reduce the transaction price are removed for the impairment test.

Significant accounting judgements, estimates and assumptions

Judgement is applied by the Group when determining what costs qualify to be capitalised in particular when considering whether these costs
are incremental and when considering if costs generate or enhance resources o be used to satisfy future performance obligations and whether
costs are expected to be recoverable. For example, the Group considers which type of sales commissions are incremental to the cost of
obtaining specific contracts and the point in time when the costs will be capitalised. See note 2.1 for further information.

Movements in nen-current contract Tuifiiment assets were as follows’:

2022 2021

. £m £m

At 1 January 286.7 2948
Impact of change in accounting standards — amendments to 1AS 372 (2.4) —
"At 1 January 2022 on adoption of iAS 37 ) 284.3 2948
Additions 67.1 132.2
Transter to assets held-for-sale — {32.6)
Disposal of business (2.8) (0.1)
Impairment (3.8) (7.3)
Derecognition (0.4) {16.6)
Utitised during the year (81.5) (83.9)
Exchange movemeant 0.1 0.2
A131 December ) 263.0 286.7

1 Refer tg note 3 1.1 for current contract fulfiiment assets.

2 The Group inifially applied the amendments to IAS 37 at 1 January 2022 and the currulahive effest of applying the amendments was reccgnised as an opaning balance adjustment o
retained earnings, Refer to note 1 Tor further details

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

contract fulfiiment assets added during the year.

Derecognition: In 2022, £G.4m (2021; £16.6m) was derecognised in refation (o a contract in Capita Experience where the scope of our

services changed due to lermination of contracts and the Group had no further use for the assets. In 2621 the derecegnition primarily related to

a contract in Capita Public Service due to agreed reduction in scope 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.
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@ Accounting policies

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

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

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

°  Leasehold improvemenis - period of the [ease.

*  Plant and machinery — 3 to 10 years.

Impairment: The carrying valuas of properiy, plant and equipment are reviewed for impairment when events or changes in circumstances
indicate that the carrying value may not be recoverable. If any such indication exists and where the carrying vaiues exceed the estimated
recoverable amount, the assets are written down to their recoverable amount. The recoverable amount of property, plant and equipment is the
greater of net selling price and value-in-use. In assessing value-in-use, the estimated future cash flows are discounied to their present value
using a pre-tax discount rate that reflects current market assessmenis of the time vaiue of money and the risks specific o the asset. For an
asset that does not generate fargely independent cash inflows, the recaverabla amount is determined far the cash-generating unit to which the
assat belongs, Impairment losses are disclosed as administrative expenses in the consolidated income statement.

Derecognition: An ilem of property, plant and equipment is derecognised on disposal or when no fulure economic benefits are expected to
arise from the continued use of the asset {retired). Any gain or loss arising on derecognition of the asset, caiculated 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.

2p22 2021
Leasehold Leasehold B T
T anaand  Plant anc Tt and  Plantand
buildings machinery Total bulidings machinery Total
£n3 £m £ar £m £t £m
Cost

At 1 January 99.6 169.1 268.7 103.3 193.2 296.5
Additions 7.7 12.8 20.6 8.1 i7.5 25.6
Disposal of business — {0.4) (0.4} — (0.8) {0.8)
Oisposals — included in adjusted profit (8-1) (7.4) (16.5) (2.3) {10.0) {12.3)
Digposals — included in business exits — — o {6.1) (0.4) {0.5)
Transfer to assels held-for-sale —_ —_ — (0.1) {0.8) (0.7)
Reclassifications 1.3 (1.8) (0.5) — (1.9) (1.9)
Assel retirements (3.7) (27.9) (31.6} (8.9) {25.8}) (34.7)
Exchange movement 0.2 2.6 2.2 (0.4) (2.1) (2.5)
At 31 December 96.0 146.5 242.5 996 169.1 268.7

Depreciation and impairmernt
At 1 January 405 59.2 139.7 416 97.7 139.3

Impactwot change in accounting standards - amendments to
S 37

— 0.5 0.5 — — -
At 1 January 2022 on adoption of IAS 37 40.5 99.7 140.2 415 97.7 139.3
Depraciation charged in the vear - included in adjusted profit 10.1 30.6 40.7 9.3 38.2 47.5
Depreciation charged in the year - included in business exits — 0.2 0.2 C.1 1.0 1.1
Disposal of business — {0.2} (0.2) — (0.6) (0.8)
Disposals — included in adjusted profit (7.3} (6.9) (14.2) {2.0) (9.7) {(11.7}
Digposals — included in business exits — _ —_— {0.1) {G.5) {0.6)
Impairment - included in adjusted profit 2.0 2.7 4.7 0.6 1.3 1.9
Transfer to assets held-for-sale — — —_ (o.M {0.2) (0.3)
Reclassifications 0.8 (9.8) — — {0.4) (0.4)
Agset retiretments {3.7) {(27.9} {31.6} 8.9) (25.8) (34.7)
Exchange movement 0.1 1.5 1.6 — (1.8} (1.8)
“At 31 December 2.5 98.9 141.4 40.5 892 1397
Net book value
At 1 January 59.1 69.9 129.0 61.7 95.5 167.2
At 37 December 53.5 47.6 161.1 58.1 69.9 129.¢

1. The Group initially appled the amendments lo 1AS 37 at 1 January 2022 and the cumulative etfest of applying the amendments was recognised as an opening balance adjustment to
retained carnings. Refer to note 1 for further details
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Al 31 December 2022, amounts contracted for but not provided in the financial statements for the acquisition of property, plant and equipment
amounted to £2.7m (2021: £3.6m), relating to building improvements on leased property.

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

@ 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 costs, research expenditure is written off to the consolidated income
statement in the period in which it is incurred. Development expenditure is similarly written off until the Group is satisfied as to the technical,
commercial and financial viability of individual projects. Where this condition is satisfied, the development expenditure is capitalised and
amortised over the period during which the Group is expected to benefit.

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

Amortisation: Ameriisation is charged on assets with finite lives and is disclosed as an administrative expense in the consolidated income
statement. Tha amortisation method used refiects the expected pattern of consumption of future economic benefits and generally amonised on
a straight-line basis, the amortisation periods used are as follows:

* Intangible assets acquired in business combinations — 1.5 to 20 years.

= Intanglble assets purchased or internally capitalised — 3 to 20 years.

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

Derecognition: Intangibie asseis are derecognised upon dispesal or whan no future economic benefits are expected to arise from the
continued use of the asset (retired). Any gain or lass arising on derecognition of the asset, calculated as the difference bebween the net
disposal proceeds and the carrying value of the asset, is included in the consolidated income siatement when the assat is derecognised.

The measurement of intangible assets other than goodwill in a business combination: on the acquisition of a business, the identifiabla
intangible assets may include ficences, customer 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 assurmpticns for the expectations of future cash flows and the discount rate wouid change the valuation of the intangible
assets.

The assessment of costs capitalised as intangible assets to generate future economic henefits: judgement is applied in assessing
whether costs incurred, both intermal and external, will generate future economic benefits. Judgements and estimates are applied in
determining the carrying value of the assets, including assumptions made in respect of the status of the programme each asset relates to.
Given the level of judgement and estimation involved in assessing future cash flows, it is reasonably pogsible that outcomes within the next
financial year may be different from management's assumptions and require an adjustment to the carrying value of intangible assets.
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2022 _ 2021
Intangible intangible
assels assets
acquired in Capitalised/ acquired in Capnahsed!
business purchased business purchased
combinations software Total  combimations scftware Total
£Em £m £ £m £m £m
Cost T
At 1 January 55.4 2227 2781 174.3 314.2 438.5
Cisposal of business — {33.0} {33.0) {61.3) {7.6) (68.9)
Additions —_ 27.3 27.3 —_ 32.5 32.5
Disposals - included in adjusted profit — {12.2) (12.2) — (3.0 {3.0)
Disposals ~ included in business axits — — — — {3.4) {3.4)
Transfer to assets held-for-sale — — —_ (6.8) {16.4) (23.2)
Reclassifications — 0.5 0.5 — 1.9 1.9
Asset retirement (53.1) (11.2) (64.3) (50.3) (94.8) {145.1)
Exchange movement 0.7 0.5 1.2 {0.5) (0.7) (1.2)
At 31 December 3.0 194.6 197.6 55.4 2227 2781
Amuortisation and impairment
At 1 January 49.6 81.2 130.8 135.4 88.1 2235
Amortisation charged in the year - included in adjusted profit — 31.7 31.7 — 337 33.7
Amortisation charged in the year - excluded from adjusted profit 51 — 5.1 7.7 — 77
Amortisation charged in the year - included in business exits — 4.7 4.7 9.2 7.1 16.3
impairment — included in adjusted profit — 5.5 5.5 — 56.1 56.1
impairment — included in business exits — 0.4 0.4 — 2.6 2.6
Disposal of business — {12.6) (12.6) (46.5) (2.4) (48.9)
Disposals — included in adjusted profit — (10.5) (1+0.5) — 2.7) (2.7)
Disposals — included in business exits o — — — {3.4) (3.4)
Transfer to assets held-for-sale e —_ = (5.7) 3.1) (8.8)
Reclassifications —_ —_ — — 0.4 0.4
Asset retirement {53.1} {11.2) (64.3) (50.3} (94.8) (145.1)
Exchange movement 0.7 0.1 0.8 (0.2 {0.4) (0.6)
At 31 December 2.3 89.3 91.6 49.6 81.2 130.8
Net beook value
At 1 January 5.8 ins 147.3 38.9 226.1 285.0
At 31 December 0.7 105.3 106.0 5.8 141.5 147.3

Intangible assets acquired in business combinations include: committed sales (net book value 2022: £0.7m, 2021: £3.3m); and client lists and
relationships (net book value 2022: £nil, 2021: £2.5m). Intangible assets capitalised or purchased include capitalised software development
(net book value 2022: £90.9m, 2021: £120.7m) and ourchased software (net book value 2022: £14.4m, 2021: £20.8m).

impairment included in adjusted profit in 2021 includes £53.5m in respect of areas of a new financial reporting system invested in as part of the
finance transformation that are noc longer expected fo be used. This charge was previcusly excluded from adjusted profit, however following the
change In presantation of adjusted results (refer to note 2.4) the related charge has beean re-presented and included within adjusted profit.
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Following inftial recognition. goodwill is stated at cost less any accumufated impairment losses. Goodwili is reviewed for impairment annually or
more frequently if events or changes in circumstances indicate that the carrying valug may be impaired. Goodwill arising on acquisitions prior to
31 December 1897 remains set off directly against reserves and does not get recyclad 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. mpairment is determined by assessing the recoverable amount of the CGU to which the goodwill relates. Where the
recoverable amount of the CGU is less than the carrying amount, an impairment loss is recognised. Where gocdwill forms part of a CGU and
part of the operation within that unit is disposed of, the goodwill associated with the operaticn disposed of is included in the carrying amount of
the operation when determining the gain or ioss on disposal of the operation. Goodwill disposed of in hese circumstances is measured on the
basis of the relative values of the operation dispesed of and the portion of the CGU retained.

Acquisitions and disposals of non-controlling interests that do not result in a change of conlrol 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-controlling interests

are based on a proportionate amount of the net assets of the subsidiary. Any difference between the price paid o received and the amount by
which nan-controlling interests are adjusted is recognised direcily in equity and attributed to the owners of the Parent company.

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

the transaction.

Significant accounting judgements, estimaies and assumptions

Measurement and impairment of goodwili: The amount of goodwill initiaily recognised as a resuit of a business combination is dependent on
the aliocation of the purchase price to the fair value of the identifiable assets acquired and the liabilities assumed. The determination of the fair
value of the assets and liabilities is based, to a considerable extent, on management’s judgement. Allocation of the purchase price affects the
results of the Group 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 recoverable amount of the CGUs to which the intangible assets are
allecated utilising an estimation of future cash flows and choosing a suitable discount rate.

2022 2021
£m srn
Cost -
At 1 January 1,676.8 1,918.5
Disposal of businesses (2565.0) {65.7)
Transter lo disposal group assets held-for-sale — {177.3)
Exchangs movement 1.5 1.3
At 31 December 1,423.3 1,676.8
Accumulated impairment
At 1 January 725.1 798.0
Disposal of businesses (76.7) —
Transfer to disposal group assets held-for-sale — (89.0)
Impairment — excluded from adjusted profit 169.0 11.5
Impairment — included in business exits _ 4.6
At 31 December - 817.4 7251
Net book value
At 1 January 951.7 1,120.5
605.9 851.7

At 31 December
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Cash-generating units

Reflecting the way management exercises oversight and manitors the Group’s performance, the lowest level at which goodwill is monitored is
at the divisional ievel for Capita Public Service and Capita Experience, and at a sub-divisicnal leve! for Capita Portfolio. At 31 December 2022
the Group has seven CGUSs or groups of CGUs for the purpose of impairment testing of goodwill.

In light of the ongoing disposal processes within the Capita Portfolio division, the CGUs and groups of CGUs relating to the Capita Portfolio
division have been presented in aggregate in the table below, and where reilevant in this note. An aggregated disclosure of the carrying value of
goodwill for the Capita Portfolio division with recoverable amount sensitivity disclosed, including the impact on the aggregate impairment
charge recognised, is considerad by management to provide meaningful infermation to the primary users of these consclidated financia
statemenits.

Carrying amount of goodwil] allocated to gronps of C4GUs:

Capita Pubiic Capita Capita
cGU SEI“JIE(l::l Experler;:cnf Portfog!:.e: Toécaml
At 1 January 284.6 220.2 446.9 951.7
Busingss dispesals —_ (11.9) (166.4) {178.3)
Impairment — excluded from adjusted profit — —_ (i69.th {169.0}
Exchange movement — 1.5 —_ 1.5
At 31 December 2846 209.8 111.5 605.9

Business exits

As sat out in note 2.8, eight businesses were fully disposed of during the year. Goodwiil relating to three of these businesses had been
reclassified to disposal group asseis held-for-sale at 31 December 2021, Goodwill relating to the other disposals is included within the Group's
brought forward goodwill balances as at 1 January 2022, and has either been impaired during the course of the year, or derecognised as part
of business disposais.

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

The impairment test

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

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

At 31 December 2022, no planned disposals met the threshold to be classified as held-for-sale (refer ta note 2.8). However, the disposal of
businesses aligned to the Pecple, Business Solutions {excluding one smaller business where the disposal process is less advanced), Travel
and Fera CGUs or groups of CGUs in the Capita Portfolio division were sufficiently advanced that the Board's judgernent was that for
impairment testing purposes the value-in-use of these CGUs or groups of CGUSs should be determined based on the future cash flows of the
CGUs or groups of CGUs from continuing use, up to the estimated date of disposal, plus an eslimate of the sale proceeds less cost of disposal.

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

As at 31 December 2022, the estimated recoverable amount of each remaining Group of CGUs exceeded its respeciive carrying vaiue. The
key inputs to the calculations are described below, including changes in marke! conditions.

LS TS

The cash flow projections prepared fer the impairment test are derived from the 2023-2025 business plans (BF) approved by the Board.
Global economic uncertainties continue to lead fo increased judgement being applied, particularly in forecasting future financial psrormance.

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

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

Coten o O s Jdn ks dl s
The Board has considered an appropriate methodology to apply when allocating central function costs. The methodology applied for the 2022
impairment test was aligned to that applied in reparting segmental performance (refer to note 2.5). The costs of Capita plc, which have not

been allocated as pan of segmental reporting, are allocated based on 2023 forecast EBITDA.

TR |

P s IIYPRCRT A 2
The long-term growth rate is based on economic growth forecasts by recognised bodies and this has been applied to forecast cash flows for
years four and five (2026 and 2027} and for the terminal period. The 2022 long-term growth rate is 2.2% (2021: 1.7%).
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Maﬁagemeﬁt estimates discount rates using pre-tax rates of comparator companias for each CGU or group of CGUSs, which reflect the latest
markst assumptions for the risk-free rate, the equity risk premium and the net cost of debt, and which are all based on publicly available
axternal sources.

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

Capita Portfolio

Capita Pubiic
) Service  Capita Experience People Softwara  Business Bolutions Trave] . Fera_
2022 11.8% 10.4% 14.3% 12.1% 12.1% 13.0% 11.2%
2027 13.0% 11.6% 12.4% 12.8% 13.3% 15.7% 11.9%
Sensitivity anaiysis .

The impairment testing as described is refiant on the accuracy of management's forecasls and the assumptions that underlie them; and on the
selection of the discount and growth rates io 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 reascnably possible allernatives and
measure which CGUs are the mest susceptible to an impairment should the assumplions used be varied.

Sensitivity scenarios applied estimate the additional impairment required {with all other variabtes being equal) by: an increase in discount raie
of 1%, or a decreasea 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 1o the base-case projections for assessing going concern and viability, without mitigations, for 2023 to 2025,
and the long-term growth rate {2.2%) applied to projected cash flows for 2026, 2027, and the terminal period. We have also considered the
impact of alil of the scenarios together, which is also a reasonable possible alternalive.

This sensitivity analysis covers CGUs where the associated business’ valuc-in-use has been calculated based on operating the business into
perpetuity (covering Capita Public Service, Capita Experience, the Portfolic Software pillar, and one smaller business within the Portfalio
Business Solutions pillar where the disposal process is less far advanced). No additional impairments have been dentified under any of thesa
sensitivity scenarios, including the combination sensitivity scenario. However, for the Portfolio Software group of CGUs it is nated that the key
assumption impacting the impairment test is the forecast EBITDA growth included in the BP {compaund annual growth raie over the BP pericd
in excess of 80%). The forecast EBITDA in 2025 would need to reduce by more than 4556 before the group of CGUs recoverable amaunt would
be equal to its carrying amount,

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

While it is the Board's intention to complete these disposals in the short-term, where there are presently no signed agresments in place with
any counterparty, there are a range of possible cutcomes that could occur, and the actual net proceeds received could be matetially higher or
lower than those assumed in the impairment assessment. Given the dependence on commercial negotiations it is not possible to quantify a
reasonably pessible change in this key assumption, however a change of 10% in the aggregate net proceeds would have materially aitered the
impairment charge recognised. The expected sales proceeds are based on the Board's best estimate, based on the knowledge existing at the
fime of estimation.
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At the inception of the lease, the Group recognises a right-of-use asset at cost, which comprises the present value of minimum future lease
payments determined at the inception of the |ease. Right-of-use assets are depreciated using the straight-line method over the shorier of
estimated life or the lease term. Depreciation is included within administrative expenses in the consolidated income statemant. Amendment to
lease ierms resulting in a change in payments or the length of the lease results in an adjustment to the right-of-use asset and corresponding
lease liabtiity. Right-of-use assels arg reviewed for impairment when events or changes In circumstances indicate the carrying valus may not
be fully recoverable.

Right-of-use assets exclude leases with low values and lerms of lwelve months ur less. These leases are expensed to the consolidated income
statement as incurred.

Property  Mator veticles Equipmeint Total
Met Book Yalue B B £m _Em £m ) E_nl
At 1 January 2021 310.0 16.9 15.2 3421
Addition of new leases 18.2 4.2 — 224
Depreciation charged during the year - included in adjusted profit (55.1) {6.5) (6.6} (68.2)
Impairment - included in adjusied profit {13.0) — {0.3) (13.3)
Disposal (2.2} — (1.0} (3.2}
Exchange movement (1.7 0.4 — (1.3}
Other movements 2.4 0.4 {0.4) 9.4
At 37 December 2021 a 265.6 15.4 6.9 287.9
Addition of new leases 129 2.4 — 15.3
Depreciation charged during the year - included in adjusted profit (45.8) (6.0) (4.2} (36.0)
Reversal of Impairment - included in adjusted profit 2.4 — 0.3 2.7
Disposal of business {0.2) — e (0.2)
Disposal {6.2) {1.6) (0.5) (8.4)
Exchange movement 1.4 —_ _ 1.4
Other movements 7.0 0.4 (0.6) 6.8
At 31 December 2022 237.0 10.6 1.9 249.5

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

If the effect of the time value of money Is material, provisions are determined by discounting the expected future cash flows by a rate that
reflects current market assessments of the time value of money and the risks specific to the liability. The unwinding of the discount is
recagnised as a financing cost in the consolidated income staterment.

The value of the pravision is determined based on assumptions and estimates in relation to the amount, timing and fikelihood of actual cash
flows, which are dependent on fuiure events. Where no reliable basis of estimation can be made. no provisicn is recorded. However, contingent
liabilities disclosures are given when there is a greater than remote prabability of outflow of economic benefits. See note 6.2.

On an ongoing basis, managemeant monitor provisions and their acourate estimation when compared to final outcomes.

Significant accounting judgementis, estimates and assumptions

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

Provisions
The movements » provisions during the yvear are as follows:

Claims and Customer
Restructuring Business exit litigation Progeriy contract Qther
provision provision orouigion OFOVISIoN grovision provisians Total
£m £m £m £m £m £m £Em
At 1 January 256 15 132 9.7 84.7 5.9 1408
impact of change in accounting standards —
amendments to |AS 377 — — — — 18.8 — 18.8
At 1 January 2022 on adoption of 1AS 37 25.6 1.5 13.2 9.7 103.5 5.8 159.4
Reclassification® (25.6) — — 21.8 (0.5) 4.3 —
Provisions in the year — 25.0 7.6 7.0 20.6 6.0 66.2
Releases in the year — {1.2) (1.4) (7.8) (17.1) {3.7) (31.2)
Utifisation —_ (14.6) (2.4) (1.7} (33.0) (5.0) {66.7}
Disposal of subsidiaries — — — (0.3} — {0.1) (0.4)
At 31 December — 10.7 17.0 18.7 73.5 7.4 127.3
31 December 2022 31 Dacember 2021
£m £m

Current 75.7 126.6

Non-current 51.6 14.0

B ] 127.3 140.6

1, The Group nitially applied the amendments ta |AS 37 at 1 January 2022 and the curulative effect of applying 'ng amendmerts was recognised as an opening balance adjustment to
retained sarmings Refer lo note 1 for further detalls.

2 Foilowing the end of the Group-wide transformatian programme, restructunng provisicn relatmg ta severance and property ¢osts (including unavoidable ruaning costs, such as insurance
security, and dilapidation costs) whers properties have been exied as a result of the transformatian: pregramme, have been raclassified to others and property provision respectively as at
1 January 2022



Capita ple
Annual Report 2022

Financial Notes to the

statements consolidated
financial statements

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

Claims and litigation provision: The Group is exposed to claims and litigation proceedings arising in the ordinary course of business. These
matters arg reassessed regularly and where obligations are probable and estimable, provisions are made reprasenting the Group's bast
esfimate of the expenditure to be incurred. Due to the nature of these claims, the Group cannot give an estimate of the period over which this

provision will unwind.

Property provision: The provision relates to unavoidable running costs, such as insurance and security, of leasehold property where the
space is vacant or currently not planned to be used for engoing operations, and for dilapidation costs. The expectation is that this expenditure
will be incurred cver the remaining perinds of the leases which vary up to 25 years.

Customer coniraet provision: The provision ingludes onerous contract provisions in respect of customer contracts where the costs of fulfilling
a contract {both incremental and costs directly related to contract activities) exceeds the economic benefits expected to be received under the
contract, claims/obligations associated with missed milestones in contractual cbligations, and other potential exposures related to contracts
wilh custemers. These provisions are forecast to unwind over periods of up ta six years.

The customer contract provision includes £59.7m (2021: £54.5m) in respect of contracts in Capita Experience. The Group has highlighted in
prior reporting the siructural challenges associated with the closed bock Life & Pensions contracts. These provided for upfront cash inflows to
support initial transformation activities with a much lower level of cash inflow after the transformation phase was completed. Under the Group's
leng-term contract accounting policy. the cash flow profile of these contracts has resulted in deferral of profit into future years which is not
backad by net cash flows {because the relevant cash receipts arose in the early years of contract execution). Additionally, some of the
coniracts contain evergreen clauses potentially aliowing the customers to extend the contracts indefinitely until the run-off of the underlying life

and pension books is complete,

The closed bock Life & Pensions business has remained in structural decline because some customers, with legacy IT systems, have switched
to suppliers who can provide a single digital platform tfor all thair books. The Grroup has sought to drive efiiciencies to mitigate this fail off in
volumes, while supporiing customers who have selected new outscurce providers of taken the activities back in-house.

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

The Group has continued to support a major customer on the transfer of services ta another supplier. This is taking significantly longer than
initially expected. In 2021, management reassassed the lifetime estimate to include not only the onercus contract terms but alse the pericd and
likely costs to support the final handover of sarvices. This assessment was extended across all contracts that contain avergreen clauses,
including those where there are ongoing discussions regarding either terminalion or transfer of services.

This reassessment, reflecting the developments in the latter half of 2021, provided cover for contracts to extend out fo 2026. This resulted in an
increase 1o the contract provisicn of £32.5m at 31 December 2021. At 31 Decernber 2022, the prevision was increased to provide cover for

contracts to extend out to December 2027 {ie a five-year rolling period).

Other provisions: Relates to provisions in respect of other potentiat exposures arising as a result of the nature of some of the operations that
the Group provides. These are likely to unwind aver pericds of up io five years.
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This section outlines the Group’s capital structure and financing costs. The Group defines its capital sfructure as its cash and W
cash equivalents, non-current interest bearing loans and borrowings and equity. The Group aims to manage its capital structure
to saleguard the Group’s ability to continue as a going concern, so¢ that it can contfinue to provide refurns fo 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 adjusiments to its capital structure in light of changes in
economic conditions and strategic operational risk. To maintain or adjust the capital structure, the Group may return capital to
shareholders through dividends and share buy backs, sell assets, raise additional equity, or arrange additional debt facilities. In
this section you will find disclosures about:

4.1 Net debt, capital and capital management

az Financial risk

4.3 Net finance cosis

4.4 Leases

45 Financial instruments and the fair value hierarchy
4.6 Issued share capital

47 Group composition and nan-controlling interests

@ Denotes accounting policies

Denotes significant accounting judgements, estimates and assumptions

Net financial debt tc adjustad EBITDA' {both pre-IFRS 18) Available liquidity

Aim: Maintain the ratio of net financial debt to adjusied EBITDA' {both pre-IFRS
16} at <1.0x times over the long term

(2021: 3.7:) {2021: £392.4m)

1. Datails of all alternative perfarmance measures and relatea KPLs can be found m section 8.2.

Capital strategy
The Group's capital strategy is to build a strong and flexible balance sheet, which supports the Group’s strategic objectives, the investment

needed to grow the business and allows for contributions required to reduce pension liabilities.

The Board expects to maintain the ratio of net financial debt to adjusted EBITDA. both on a pre-IFRS 18 basis at =1.0x times.

Liquidity

Available liquidity at 31 December 2022 was £405.2m (31 December 2021 £392.4m) and during 2022 adjusted net debt (excluding leases and
restricted cash) reduced by £348.5m from £431.4m to £84.9m.

Liguidity rermnains a key area of focus and in July 2022, the Group signed an extension of the £300m forward start revolving credit facility (RCF)
with its lending banks for a further twelve months to August 2024. The new facility commenced on 31 August 2022 upon the expiry of the
previous RCF and provides the Group with commitled liguidity for the cash Huctuations of the business cycle and an allowance for
contingencies, and incorporates provisions such that it will partially reduce In guantum as a conseguence of specified transactions. The RCF
was not drawn upon at 31 Decemnber 2022 and had a total committed vaiue of £288.4m.

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

MNet finance cosis
Net finance costs have decreased by £15.2m tc £31.7m {2021: £46.9m) driven by an increase in interest receivable resutting from the higher
interest rate environment, a decrease in interest payable as a result of debt maturities in 2022 and favourable change in the value of our non-

designated foreign exchange forward contracts.
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4.1.1 Net debt and capitai
The components of the Group’s net debt and undrawn available liquidity are summarised below.

2022 2021 Year on Year

MNotes £m £m mavament

"Cash and cash equivalents ) T 45.4 (396.8) (333.4) (63.4)
Overdraft 4.5.4 218.6 231.¢ (12.3)
Lease liabilities 4.41 397.5 448.4 {50.9)
Privaie placement loan notes’ 4.5.2 285.5 512.8 (227.4)
Credit facilities? — 48.0 {(16.0)
Other loan notes 4.5.2 0.7 1.3 {0.6)
Currency and interest rate swaps 4.5.2 (24.8) {28.0) 3.2
Oeferred consideration 4,5.2 0.7 0.7 -—
Net debt 482.4 879.8 (397 4
Undrawn avaitable financing facilities 4.5.2b 288.4 345.7 {67.3)
Capital 770.8 12265 (454.7)

1. Private placemeant ioan notes include US doitar and British pound sterling private placement loan noles, and eurac fixed rate bearer notes.
2. 2021: credit facilties includes £40.0m drawing on the RCF,

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

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

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

4.1.2 Capital management

Focus on capital management forms an important component of Board meetings, including review of farecast gearing and key covenant lests,
and the mix of funding sources, thereby ensuring sustainability and flexioility. Shareholder returns will be reviewed over time in accordance with
the Group's generation of sustainable free cash flow.

The Group's capital management process ensures that it meets the financial covenants of its borrowing arrangements. There are two separate
sets of covenant tests underlying the Group’s financial instruments with the key difference being the treatment of IFRS 18. There have been no
breaches it the financial covenants of any loans or borrowings during the reporting petiod.

The committed RCF provides the liquidity needed ta cover the cash fluctuations of the business cycle, allowing a buffer for contingancies.

Capita ple supports the obligations of its various regulated financial services businesses. The board of each regulated firm is responsible for
ensuring it has embedded capital management framewarks that ensure the availabiiity of adequate financial resources at all times, and all of
them complied with all externally impesed financial services requlatory capital requirements applicable to them.

To provide working capital funding at an economically favourable rate versus the RCF, in the UK, the Group uses a non-recourse inveice
discounting facility, and the value of invoices sold under this arangement at 31 December 2022 was £36.9m (2021: £3.9m) . Additionally, the
Group's German business uses a non-recourse invoice discounting arrangement for a specific customer contract, and the value of invoices sold
under that arrangement at 31 December 2022 was £7.5m (2021: £12.56m).



Financiat Notes to the Capita plc
statements consolidated Annual Report 2022

financial statements

Financial risk management objectives and policies

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

Derivatives comprise cross-currency interest rate swaps, and forward foreign currency contracts executed with its relationship banks, all of
which have investment grade gredit ratings. The derivatives’ purpose is to manage interest rate and currency risks arising from the Group's
cperations and its sources of finance. Itis the Group’s policy that na speculative trading in financial instruments is undertaken.

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

4.2.1 Liquidity risk

The Group moenitors the risk of a liquidity shortage through its business plan and liquidity cycle forecasts and analysis. taking into consideration
the maturity of the Group's financial instruments. projected cash fiows from operalions and an allowance for contingencies.

The Group's palicy is ta hold cash and undrawn committed {acilities at a level sufficient to fund the Group's operations and its medium-term
plans. Multiple sourcas of funding are used to maintain a balance between continuity of funding and flexibility without placing reliance on
sources that are not contractually committed.

The Group’s committed bank lacilities provide liquidity for the cash Hluciuations of the business sycle and an allowance for contingencies. At
31 December 2022 the RCF commiitrnent was £288 4m {31 December 2021: £385.7m) and was subsequently reduced to £284.7m on

4 January 2023 following receipt of proceeds from disposals. The RCF expires on 31 August 2024 and was not drawn upon at 31 Decemnber
2022 (31 December 2021: £40.0m drawn).

The size of the available commitment will be right-sized each time the Group sither refinances, raises funds through disposals, or raises equity
with the RCF including mandatory cancellation mechanisms that determine the amount of the cancellation in each cass. The commitments are
subject to a minimum value of £180m regardiess cf the quantum of receipts.

The Group's core funding is provided by US private placement loan notes and euro fixed-rate bearer notes (‘private placement loan notes’), and
to mitigate the risk of needing to refinance in challenging conditions, these have been arranged with a spread of maturities to November 2027.

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

In March 2022 the Group executed a committed backstop bridge facility with one of its relationship banks which provided £70m of additional
liquidity and incorporaied provisions such that it would be cancelled or partially reduced in quantum as a consequence of specitied
transactions, including on the completion of the announced disposal of Trusimarque. The facifity was cancelled on 10 March 2022 following
receipt of the Trustmargue disposal proceeds.

In February 2023, the Group entered into a commitied bridge facility of £50m with three of its relationship banks providing additional liguidity

from 1 January 2024. |t incorperates provisions such that it will partially reduce in quanfurn as a consequence of specified lransactions. The
committed facility has an expity dale of 31 December 2024 and is subject to covenants, which are the same as those in the RCF.

The tables below summarise the maturity profile of the Group’s financial liabilities based on contractyal undiscounted cash flows. All balances
are stated based on the prevaiiing foreign exchange rates and the contractual interest rates at the end of the reporting period.

Within Betweazn Between Between Between More than
1 year 1-2 years 2-3 years 3-4 years 4-5 yoars 4 years Total
At 31 December 2022 £rn £m £m £m £m £m £m
“Overdraft* 219.6 — — — — — 219.6
Private placement loan notes 75.0 - 91.4 34.7 94.0 — 295.1
Interest on loan notes 9.6 7.9 6.2 4.5 2.6 — 30.8
Lease liabilities 78.1 64.9 49.0 39.7 3386 2967 560.0
Deferred consideration — — — — 0.7 — 0.7
Fut oplions of non-controlling interests 9.2 — — e — — 8.2
Cross-currency interest rate swaps 0.8 0.8 0.8 b.8 — —_ 3.2
Cther financial instruments 0.7 — — — — — 0.7
) 391.0 73.6 147.4 79.7 130.9 2067 11193

The Group has a notional cash pool under which the bank may net cash halances with overdrafis held by oiher Group cornpanies in the arrangements. The overdraft batancas shown
above are fully offset by credit balances in the same arrangement.
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Within Between Between Between Between Mere than
1 year 1-2 years 2-3 years 34 years 4-5 years 5 yaars Total
At 31 Dacember 2021 £€m £m £m £m Em £m em
QOverdraft 231.9 — — - —_ — 231.9
Credit facilities 46.0 — — — — — 48.0
Private placement loan notes 226.9 69.8 — 84.6 329 94.6 508.8
interest on loan noles 15.3 9.2 7.6 6.0 4.5 2.6 45.2
Lease liahilities g2.8 73.0 £1.8 46.6 281 3222 624.5
Deferred consideration -— —_— — — — 0.7 a7
Hut options ot non-controlling interests 8.6 e — — — — 8.6
Cross-currency interest rate swaps 0.5 0.7 0.4 0.4 0.4 — 25
Cash flow hedges 0.6 0.6 0.1 — — — 1.3
Other financial instruments 1.3 4.3 — - - — 5.6
’ 614.0 157.6 69.9 137.6 75.9 420.1 1,475.1

4.2.2 Foreign currency risk
The Group is not generally exposed to significant foreign currency transaction risk with two exceptions. Firsily, services are previded by the

Group’s operations in India and South Africa and incurred in Indian rupee (INR} and South African rand (ZAR). The Group seeks ic mitigate the
short term effect of this exposure by entering into forward foreign exchange contracts to fix the British pounds steriing (GBP) cost of highly

probable transactions over a rolling 24 month period.

At 31 December 2022, the Group held forward foreign exchange contracts against forecast internal menthly INR and ZAR 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 services under executed cusiomer contracts.

Secondly, 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 executed with terms matching the underlying cash flows.

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

usD INR ZAR
Effect on profit " “Eflect ony Effact on profit Effect on Effect on profit Eifgct on
before tax equily before tax equity before tax equity
£m £m jalg] £m £m £m
2022 — 0.8 — 0.3 1.8 —_
2021 — (3.3} — (5.3) (3.1) —

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

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

Nominal amounts Within Between Beiween Belween Beatween Mare than
T year 1-2 years Z-3 years 3-4 years 4-5 years 5 years Totaf
At 31 December 2022 €m £m £m m £m £€m £m
Fixed rate
Private placement loan naotes 275 — 29.7 18.6 71.2 — 147.0
Floating rate )
Cash in hand (395.8) — — — — —  {396.8)
Overdraft 219.6 — — —_ — — 219.6
Private placement loan notes 38.8 — 46.2 5.5 17.1 — 117.6
Norminal amounts Within Batwaan Betwsen Batween Berwesn More than
1 year 1-2 years 2-3 yaars 34 years 4-5 years 5 years Total
AL 3T Oecember 2021 £m £m £m £m £m £m £m
Fixed rate ' N
Private placement loan notes 162.2 275 — 29.7 18.6 74.2 319.2
Floating rate i o
Cash in hand {333.4) — — — — — (333.4)
Overdraft 2319 — — —_ — — 231.9
Private placement lcan notes 48.5 38.8 — 46.2 1585 17.1 166.1
Credit facilities 46.0 — — — - — 46.0

A sensitivity analysis to changes in interest rates shows that a 0.5% increase or decraase in interest rates, assuming all other variables are
field constant, results in an £0.6m (2021; £1.1m} increase or decrease to profif before tax, and no impact on the Group’s equity.

4.2.4 Hedges

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

The total loss in the year on the fair value hedges of £3.2m (2021: £30.0m loss) was equal to the loss/gain 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
ineffectivenass resulted in a £0.2m debit (2021: £0.1m cradit) io the consolidated income statement, shown in net finance costs, note 4.3.

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

Change in FV used for

Notional amaount Carrying amount Ling itam in the measuring ineffectiveness

£m Cm balance sheet £m

Cross-currency interest rate swaps — assets 10z.1 25.8 Financial assets 4.4)
Cross-currency interest rate swaps - liabilities 18.5 (1.8} Financial liabilities 1.2
24.8 (3.2

) A.;cumglaled Fv . i Lhanigs in FV used for

Carrying amount adjustment  Line item in the measuring ineffecliveness

Em £m balance sheet £m

Private placement Ican notes ) #85.5 24.8  Financal Liabilities 3.2
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The Group holds a series of non-deliverable forward foreign exchange contracts (NDFs}, that are designated_as hedges of the highly probable
transactions in INR of the Group's indian operations. The terms of the NDFs match the terms of these commitments.

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

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

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

2022 2021

£rn £m

At 1 January (0.7) {4.8)

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

recognised in administrative expenses {5.1) —

recognised in net finance cost — 0.6

Change in tax (1.6) 2.2

At 31 December 4.1 (0.7)

4.2.5 Credit risk

The Group trades only with third parties that are expected to be creditworihy. 1t is the Group’s palicy that all clients who wish to trade on credit
tarms are subject to credit verification procedures. The Group manages its operations to avoid any excessive concentration of counterparty risk
and the Group takes all reascnable steps 1o seek assurance from the counterparties that they can fulfil their obligations. In addition, receivabie
balances are monitored on an ongoing basis with the result that the Group's exposure to credit loss remains low - also refer note 3.1.1.

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

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

The table below shows the compasition of net finance costs, including those exciuded from adjusted profit:

2022 2021
Motes em £m
interest income
Interest on cash {1.1) (0.4)
Interest on finance lease assets (4.2) (4.3)
Net interest income on defined benefit pension schemes 5.2 (3.6) —
Total interest income i (8.9) (4.7
Interest expense
Private placement loan notes! 12.0 17.9
Cash flow hedges recycled to the income statement - 0.8
Bank loans and overdrafis 9.2 5.4
Interest on finance lease liabiiities 22.6 23.8
Net interest expense on defined benefit pensicn schemes 5.2 — 1.5
Total interest expense ’ i 43.8 49.2
Net finance expense included in acjusted profit B 34.9 44.5
Included within business exits
Bank loans and overdrafts 0.2 0.7
Discount unwind on public sector subsidiary partnership payment 452 - 0.4
Other financial (income)/expense ~ (9.1)
Other items excluded from adjusted profits ' )
Non-designated foreign exchange forward contracts - mark-to-market {3.6) 1.5
Fair value hedge ineffeciivenass? 4.2.4 0.2 (0.1)
Net finance (income)expenses excluded from adjusted profit B ] (3.2) 2.4
Total net finance expense ’ 31.7 46.9

1. Private placement loan notes comprise US private placemeant loan notes and eurc fiked rate bearer notes )
2. Fairvalue hedge Inelfactivenass anses from changes in currancy basis, and the movemnent in a provision for countarparty risk associated with the swaps.
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@ Accounting policies

The Group leases various assets, comprising land and buildings, equipmeant and mator vehicies.

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

The following sets out the Group’s lease accounting policy for all leases with the exception of leases with low value and term of twelve months
or less which are expensed te the consolidaled income statement.

EERCTL - TR R AR
The accounting policy for right-of-use assets i
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 [jabifity measured af the present vaiue of the fease paymenis to be made
over the lease term.

W
7

B -l SE

s included in note 35,

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the lease commencement date because
the interest rate implicit in the lease is not readily determinable. After the commencement dats, the amount of the lease liability 1s increased o
reflect the accretion of interest and reduced for the lease payments made. The incremental borrowing rate is the rate of interest that the Group
would have to pay to borrow, over a similar term and with a similar security, the funds necessary to abtain an asset of a similar value to the
right-of-use asset in a similar economic environment. Incremental borrowing rates are determined maonthly and depend on the term, country,
currency and commencement date of the lease. The incremental barrawing rate is determined based an 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 where the
antity risk profile is different to that of the Group.

The leage liability is subsequently remeasured {with a corresponding adjustment to the reiated right-of-use asset) when there 1s a change in
future lease paymenis due to a renegotiation or markat rent review, a change of an index or rate or a reassessment of the lease term.

Lease payments are apportioned between a finance charge and a reduction of the |ease liability based on the constant interest rate appiied to
the remaining balance of the liability. Interest expense is included within net finance costs in the consolidated incoma statement.

L gase payments comprise fixed payments, including in-substance fixed paymenis such as service charges and variable lease payments that
depend on an index or a rate, initially measured using the minimum index cr rate at inception date. The payments also include any lease
incentives and any penalty payments for terminating tha lease, if the lease term reflects the Issses exercising that opticn.

The lease term determinad comprises the non-cancellable period of the lease conltract. Periods coverad by an option to extend the lease are
included if the Group has reasonable certainty ihat the option will be exercised. and periods covered by an option to lerminate are included if it
is reasonably certain that this will not be exercised.

The Group has elected to apply the practical expedient in IFRS 18 paragraph 15 fiot to separate non-igase components such as service
charges from lease rental charges.

When the Group acts as a lessor, it determines 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 lessee all of the risks and rewards of
ownership in relation to the underlying asset. If this is the case, then the |2ase is a finance lease. If not. then it is an operating lease.

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

In instances where the Group is the intermediate 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 subi-lessees while dereccgnising 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 to whether or not the amounts will be recovered within twelve months of the balance shaet date. Finance
income recognised in respect of net investment in sub-leases is presented within net finance costs in the consalidated income statement and
the capital element of lease rental received is presented within investing activities in the ¢consolidated cash flow statement.

The Group recognises lease payments received under operating leases as income on a straight-ine basis Gver the lease term. The Group
accounts for finance leases as finance lease receivables, using an incremental borrowing rate where the interest rate implicit in sub-lease is not
easily determinable.
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4.4.1 The Group as a lessee

2022 2021
Amounts recognised on the batance sheet MNote £m £m  Type of financ|al instrument
Lease liabilities 397.5 448.4 Financial liabilities

The lease liability includes £5.0m (2021: £18.8m) of future lease payments {undiscounted) for leases with termination options that could be
exercised but are recognised at full term. The potential future cash outflows of £13.2m (2021: £23.1m) (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 outflow for leases was £84 . 4m
(2021: £106.2m) consisting of interest paid of £22.6m (2021: £23.6m} and capital element of £61.8m (2021: £82.6m).

Right-of-use assets are discussed in note 3.5, the maturity analysis of lease liabilities is inciuded in note 4.2 and interest expense in note 4.3,

4.4.2 The Group as a lessor

2022 2021
Amounts recognised on the balance sheet £m £m  Type ot financlal insttument
Lease receivables 76.3 82.1 Financial assets

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

2022 2021

Em £m

Within 1 year 9.8 10.8
Between 1-2 years 9.7 9.8
Between 2-3 years 2.2 9.6
Between 3-4 years 7.7 8.2
Between 4-5 years 4.0 7.7
More than & years 70.2 73.0
Total undiscounted lease payments receivabie 109.6 118.8
Unearned finance inceme (33.9) (36.8)
Net investment in lease receivables 76.3 821

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

During 2020, the Group sublet a [eased property. The sub-fease incfudes an option for the lessee to terminate the fease earlier than the
Group's lease with its landlord. Management assessed it was reasonably certain thal the break clause will not be exercised and, accordingly,
determined that the sub-lease is a finance leass. This resulted in the recognition of a finance iease receivable of £70.5m as of 31 December
2022, This judgement was based on a number of factors as prescribed within IFRS 16 'Leases’ such as incentive to lessee, importance of the
location to the lessee’s operations, shorter non-cancellable period of lease and the lessee’s planned medifications to, and custemisation of, the
property.
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The Group classifies its financial instruments in the following measurement categories:

= those to be measured subsequently at fair value, either through other comprehensive income (FYOCI) or through profit or loss (FVPL), and
= those 1o be measured at amoriised cost.

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

ceagial e o d B - Tall ans
At initial recognition, the Group measures a financial instrument at its fair value plus, in the case of a financial instrument not at FVPL,
transaction costs that are directly attributable to the acquisition of the financial instrument. Transaction costs of financial instruments carried at

FVPL are expensed in the consclidated income statement.

Financial instrurnents with embedded derivalives are considered in their entirsty 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 (Je the date the Group commits to purchase or sell the
instrument). 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 transterred substantially ali risks and rewards of ownership.

LEDTL 3 e 2 s

Debt instruments are initially recognised at fair value less directly atiriputable transaction costs and are subseguently remeasured depending
on the Group's business model for managing the liability and the cash flow characteristics of the Rability. There are three measurement
categaries inta which the Group classifies its debt instruments:

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

= FVOCI: instruments that are held for collection/payment of contractual cash flows and for selling the financial instrument are measured at
FVOC! where the instrument's cash flows represent solely payments of principal and interesl. Movements in the carrying amount are taken
through consolidated Gther Comprehensive Inceme (OCI), except for the recognition of impairment gains or losses, interest income and
foreign exchange gains/losses, which are recognised in the consolidated income staternent. When the financial instrument is derecognised,
the cumulative gainioss previously recognised in OCI is reclassified to the consolidated income statement and recognised in other gains/
(losses).

= FVPL: instruments that do not meet the criteria for amortised cost or FVOC! are measured at FVYPL. A gain/loss on a debt instrumant that is
measured at FVPL is recognised in the consclidatad income statement and presentad within net finance costs.

The Group reclassifiag debl instruments when, and only when, its business model for managing those instruments changes.

Invastments in eguity instruments are initially recognised at fair value and are subsequenlly remeasured at fair vaiue with the movement
recognised through the consolidated income statement, except where an election has been made for the movement to be recognised through
OCI An election can be made on [nitial recognition of equity instruments that are neither held-for-trading or instruments acquired as partof a
business combination. Once an election has been made all movements in fair value, with the exception of dividends, are presented through
OCI and there is no subsequent reclassification of fair value gains/losses to the ¢onsolidated income statement following the derecognition of
the investment. Dividends from such investments continue tc be recognised in the consolidated income statement as other income when the

Group's right to receive payments is established.

[P

ThéVGroup 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.

L zadves

Derivative financial instruments are initially recognised at fair value and are subsequently remeastred at fair value at the end of each reperting
period with the movement racognised through the consclidated income stalernent, except where derivatives qualify for cash llow hedgse
aceounting. The effective proportion of cash flow hedges is recognised in OCI and presented in the hedging reserve within equity. The
cumulative gain/loss (s subsequently reclassified to the consolidated income statement in the same period that the relevant hedged transaction
is realised.

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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4.5.1 Fair value hierarchy
The Group’s financial assets and liabilities are classified based on the following fair vaiue hierarchy:
= Level-1: guoted (unadjusted) prices in active markets for identical assets or liabilities.

o Level-2: other techniques for which all inputs that have a significant effect on the recorded fair value are observabie, sither directly or
indiractiy. With the exception of current financial instruments {which have a short maturity), the fair value of the Group's level-2 financial
instruments were calculated by discounting the expected future cash flows at prevailing interest rates. The valuation models incorporate
various inputs inciuding foreign exchange spot and forward rates and inferest rate curves. In the case of fioating rate borrowings the
nominal value approximates to fair value because interest s set at floating rates where payments are reset to market values at intervals of

less than one year.
¢ Level-3: techniques using inputs that have a significant effect on the recurded fair value which are not based on cbservabie market data.
Cther financiai instruments, where observable market data is not avaitable, are carried at either amortised cost or cost (undiscounted cash
flows) as a reasonable approximation of fair value.
During the year ended 31 December 2022, 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 category, the carrying value of the Group's financial instruments and identifies the ieve! of

the fair value hierarchy for the instruments carried at fair value:

Derivatives

used for  Amortised Hon-
Fair vaiue FYPL VoGt hedging cost Total Current current
At 31 December 2022 Mote  hierarchy £m £m £ £m £m £m £m
Financial assets
Lease receivables 4.4.2 n/a —_ — - 76.3 76.3 5.9 70.4
Cash flow hedges 4.2.4 Level-2 s — 5.4 — 5.4 3.0 2.4
Non-designated toreign exchange forwards and
swaps Level-2 5.3 _ —_ — 5.3 4.4 0.9
Cross-currency interest rate swaps a Level-2 —— v 25.8 — 25.8 8.3 17.5
Originated loans receivable n/a — -— - 0.5 0.5 — 6.5
Financial assets at fair value through P&L Level-3 17.2 — - — 17.2 —_ 17.2
Financial assets at fair value through QCI Level-3 — 0.8 - — 0.8 — a.8
Deferred consideration receivable n/a — — —_ 10.5 10.5 2.0 8.5
22,5 0.8 3f.2 87.3 141.8 23.6 118.2
Other financial assets
Cash 454 nia — — — 396.8 396.8 396.8 —
Total financial assets ‘ 225 0.8 3.2 484.1 538.6 420.4 118.2
Financial liabilities
Private placement loan notes a n/a — — — 2855 285.5 74.6 210.9
Other loan notes n/a -— - - 0.7 0.7 0.7 —
MNon-designated foreign exchange forwards and
swaps Level-2 0.1 -— — — 0.1 0.1 —
Cross-currency interest rate swaps a Level-2 — — 10 — 1.0 — 1.0
Deferred consideration payable n/a — -— 0.7 0.7 — 0.7
Put opticns of nen-controfling interests d Level-3 — 9.2 — — 9.2 9.2 —
) 0.1 9.2 1.0 286.9 297.2 84.6 2126
Other financial liabilities
Overdrafts 4.5.4 n/a — — — 219.6 219.6 219.6 _
Lease habilities 4.4.1 n/a — — — 397.5 397.5 55.6 341.9
- 0.1 9.2 1.0 904.0 9143 359.8 554.5

Total financial liabilities
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Financial assets measured at amontisad cost consist of cash, lease receivables, originated loans and deferred consideration receivable. The
carrying value of cash is a reasonable approximation of its fair value due to the short-term nature of the instruments. Lease receivables,
originated loans and deferred consideration receivable are measured at amortised cost using the eflective interest rate method. Inciuced in
other investmenis are £0.8m (31 December 2021- £0.8m) of strategic investments in unlisted equity securities which are not held-for-trading
and the Group elected to recognise at Fair Value through Other Comprehensive income {(FYQCI). During the period no dividends were
received from, and no disposals were made of, strategic invesiments.

The financial assets at Fair Value through P&L {(FVPL) relate to the Group’s minority shareholding in companies as part of Capita Sealing
Partners. The assets are revalued when reliable information on fair value becomaes available, which 1s normally at each funding round.

Financial liabilities measured at arnortised cost consist of loan notes, overdrafts, lease labilities, credit facilities and deferred consideration
payable. With the exception of certain series within the fixed rate private placement loan notes, the carrying value of financial liabilities are a
reasonable approximation of their fair value. This is bacause either the interest payable is cicse to markel rates or the liability is shorl-term in
nature. The private placement loan note series that remain subject to a fixed rate of interest have an underlying carrying value of £144.9m
(2021: £320.7m) and a fair value of £130.2m (2021 £278.2m). The carrying value of overdrafts is a reascnable approximation of fair vajue
refleciing the shori-term nature of the instruments. Lease liabilities and deferred consideration payable are measured at amortised cost using
the effective interest rate method.

The Group’s key financial liabilities are set out below:

B € : - B
The pnvale piacement !oan notes were issued In US dolfars, pounds sterfing, and euros at fixed interest rates. The Group manages its
exposure to forsign exchange and interest rate movements through cross-currency interest rate swaps, interest rate swaps, and forward foreign

exchange contracts.

Detal]s of the Group s bank facilities are provided in the Liguidity section above. At 31 December 2022, the total value of committed facilities
was £288.4m, of which none was drawn (2021: total facilities of £385.7m of which £40.0m was drawn).

S Ve senior L lE oy Ll Ly LR ant
The public sector Suba|d|ary partnersh\p payment liability represented the annual deferred payments to be made by AXELOS Limited. This
fiability was derecognised when AXELOS Limited was sold on 26 July 2021,

Co. 0 A8 00T s -
The I|abx‘l|ty at 31 December 2022 represents tha present value of the cost to acguire the non-contraling interest in Fera Science Limited (see
note 4.7}, The option held by the rion-controlling shareholdar of Fera Science Limited has been exercisable since April 2021, A sensitivity

analysis assuming a 10% increase/decrease in the earnings potential of the business results in a £0.8m increase/decrease in the valuation.

T3

The option to acquire the nen-controlling interest in AXELOS Limited expired without being exercised on 28 February 2021, and the related
ltability was de-recognised. Upon inception of the option agreements, management determinead that changes in the carrying amount wouid be
recognised within equity. This has been applied consistently for all options entered into.
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Dervativas
used for  Amgrlised Moi-
Fair value FVPL FYOCI hedging [ Total Current current
At 31 Decernber 2021 Note  hierarchy £m £m £m £m £m £m £m
Financial assels
Lease receivables 442 nfa — — — 82.1 821 6.6 75.5
Cash flow hedges 4.2.4 Level-2 — — 0.9 — 0.3 0.7 0.2
Non-designated foreign exchange forwards and
SWaps Level-2 1.8 — — — 1.8 0.8 i.0
GCress curreney interest rate awaps a Level2 — — 30.2 — 30.2 9.4 208
Originated loans receivable n/a — -— — 0.5 4.5 — a.s
Financial assets at fair value through P&L Level-3 8.4 — — -— 8.4 — 8.4
Financial assets at fair value through OCl Level-3 — 0.8 — — 0.8 — 0.8
i 10.2 0.8 3141 82.8 1247 17.5 107.2
Other financial asssis
Cash 4 n/a — — — 317.6 317.6 317.6 —
Cash included within disposal group assets hefd-
for-sale 2.8 nia — -— — 15.8 15.8 16.8 —
Total financial asseis 10.2 0.8 31.1 416.0 4581 350.9 107.2
Financial liabilities
Private placement loan note a nfa — — — 512.9 512.8 226.3 286.6
Other loan notes n/a - — — 1.3 1.3 0.3 1.0
Credit facilities b Level-2 — — — 48,0 46.0 46.0 —
Cash flow hedges 424 Level-2 — — 1.8 — 1.8 0.8 1.0
MNanr-designated foreign exchange forwards 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 payable n/a - — — 0.7 0.7 — 07
Put options of nan-contrelling interests d Level-3 — 8.6 — — 8.6 8.6 —
4.7 8.6 4.0 5609 5782 286.3 291.9
Other financial liabilities
Qvardrafts 464 mwa — — — 2319 2319 231.9 —
Lease liabilities 4.41 nfa — — — 4484  448.4 61.6 386.8
4.7 8.6 40 12412 1,2585 579.8 678.7

Total financial liabilities
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The following table shows the reconciliation from the opening balances to the closing balances for Level-3 fair values.

Pui options
Subsidiary of non- Investments
partnershig cantrolling FVPL and
paymeant intarests FYOC
£m £m £m
At 1 January 2021 271 99.7 23
Fayments made (4.7} — —_
Change in put-options recognised in other comprehensive income’ — {91.1) —
Additions -— — 0.3
Reclassification from other investment categories — — 4.3
Gain in fair value recognised in income statement — — 2.2
Gain in fair value recognised in ather comprehensive income -— - 0.1
Discount unwind recognised in the income statement 0.4 — —_
Business disposal (22.8) — —
At 31 December 2021 h i — 8.6 92
Change in put-options recognised in other comprehensive income — 0.6 —
Additions —_ —_ 2.3
Reclassification frorn other investment categories — — 0.4
Gain in fair value recognised in income statement — — 5.9
Gain in fair value recagnised in other comprehensive income — — 0.2
At 31 December 2022 — 9.2 8.0

1. The aption to acguire the non-controlting interest In AXEL OS Limned expired withau! being exercised on 28 Febriary 2021, and the related Labilty was de-recognised

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

Borrowing costs of £2.4m were capitalised in the year (2021: £1.9m). At 31 December 2022, the Group's private placement loan note series
had a GBP equivalent underlying carrying value ¢of £260.5m (2021: £484.8m) (see note 4.5.2a) analysed as follows:

Interest rate Nominal value

Maturity Denomination Yo Cecy'm
27 October 2023 GBP 2.520 2756
22 January 2025 GBP 3.540 7.4
22 April 2025 GHP 3.670 22.3
27 October 2026 GBP 2.770 18.6
22 January 2027 GBP 3.580 23.8
“Total GBP denominated ’ i GBFP B 99.5
22 January 2023 Usd 3.450 39.4
27 October 2023 uso 3.370 17.8
22 January 2025 usD 3.650 74.3
27 QOctober 2026 UsD 3.590 19.3
22 January 2027 usoD 3.800 278
Total USD denominated! USD 178.2
10 November 2027 EUR 3.625 53.4
Total euro denominated? ' ’ EUR ’ 53.4

1. USD denominated loan notes have a2 GBP equivalent undearying canying valug of £117 2m The Group has entereq into cross-currency interast rate swags for the USD issues ta ach;ev_g &
floatng rate of interes! based on SONIA, Further disctosure on the Group's use of hedges is included in note 4.2,
2. Eura denominated loan notes have s GBP equivalent underlying carrying value of £45.8im
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4.5.4 Cash, cash equivalents and overdrafts

The Grroup has a notional cash pool under which the bank may net cash balances with overdrafis held by other Group companies in the
arrangements. The overdraft balances shown below are fully offset by credit balances in the same arrangament. The Group's gross cash
position is shown in the table below:

2032 2021
Em £m
Cash and cash equivalents 396.8 3178
Overdrafls (219.6) {231.9)
Cash, net of overdrafts, included in disposal group assets and habitities held for sale R 15.8
Cash, cash equivalents and overdrafis 177.2 101.5
Allotted, called up and fuily paid ﬁgrﬁ fugznl 2u£2£ ZOEEI.:!
COrdinary shares of 2 1/15p each
A1 January 1,684.1 1,673 34.8 34.5
Issue of share caprtal — 13.0 — 0.3
At 31 December 1,684.1 1,684.1 348 34.8
Share premium = o
Ordinary shares of 2 1/15p each
At 1 January 1,145.5 1,143.3
VAT refund on rights issue issuance costs — 2.2
At 31 December 1,145.5 1,145.5

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

Treasury shares ﬁgznzx igzr:m 2%.2:& Qﬂsgr:u
Ordinary shares of 2 1/15p . '
At 1 January — 2.3 e {0.1)
Issuad on exercise of share options —_ (2.3) — 0.1

At 31 December — — - .

During the year, the Group did not purchase any lreasury shares (2021: none) and did not allot nor issue any treasury shares {2021: 2,299,955
whose aggregate nominal value was £47,532). The total consideration received in respect af the shares allotted during 2021 was £nil.

. 2022 2021 2022 2021

Employee benefit irust shares Ne m Ne m fm £m
Ordinary shares of 2 1/15p“

At 1 Jaruary 18.1 12.6 (8.0) (11.1)

Shares purchased — 13.0 _— {0.3)

Issued on exercise of share aptions (8.8) (7.5) 3.8 3.4

At 31 December ’ B ’ R 3.3 18.1 (4.2 (8.0)

The Group will use shares held in the Employee Benetit Trust (EBT) shares to satisfy future reguirements for shares under the Group's share
option and long-term incentive plans. On 18 April 2021, 13m ordinary 2 1/15p shares (2021 nil) were allotted to the EBT far an aggregate
nominal value of £268,667 to satisfy exercises under the Group’s share plans. The fotal consideration received in respect of these shares was
£268,867. During the year, 8,770,217 (2021: 7,560,173) shares with a value of £3.8m (2021: £3.4m) 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
(2021: £nil}.

The Group has an unexpired authority to repurchase up to 10% of its issued share capital.
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The Group’s subsidiaries are listed in notes 7.3.4 and 7.3.17 of the Parent Company financial statements on pages 219 and 224 to 227,

The Group halds a majority of the voting rights in all of iis subsidiaries and the directors have determined that, other than the entity cammented
on below, in each case the Group exercises de facto controf.

On 23 September 2014, the Secretary of State for the Depariment for Energy and Climate Change granted Smart DCC Limited (DCC), a
whally-owned subsidiary of the Group, a licence to establish and manage the smart metering communications infrastructure, governed by the
Smarl Energy Code. Each year the Group reassess whether it has control over DCG as required under IFRS 10. The Group's ability 1o control
the relevant aclivities of DCC is restiicted by DCC's operating licence. The power that the Group has over DCC's relevant activities by virtue of
owning it is limited (given the restriciions in the licence). That power is held by the board of DCC where the Group has minority represantation
in compliance with the licence. Consequently, the Group has not consdiidated DCC within its Group financial statements. The disclosure of
related party transactions with DCC is included in note 5.1,
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This section details employee related items that are not explained elsewhere in the financial statements.

in this section you will find disclosures aboul:
5.1 |Share-based payment ptans

5.2 |Pensions

5.3 | Employee benefit expense

@ Denates accounting policies

'+ | Denetes significant accounting judgements, estimates and assumptions

o

Additional funding into
the defined benefit schemes Net defined benefit pension surplus

(2021: £155.5m) (2021: surplus £5.8m)

Employee benefit expense

{2021: £1,767.1m)

The net defined bensfit pension position on an accounting basis moved from a small net asset at the start of the year to a larger net asset by
31 December 2022. As part of the deficit funding plan £38.6m of additional funding was paid into the defined benefil schemes.

Net defined benefit pension asset 2022 2021 Movement
£m £m £m
Defined benafil obligation (1,136.1) (1,791.5) 655.4
Fair value of plan assets 1,175.7 1,797.3 (621.6)
Net clefined pension asset after effect of asset ceiling [imit 39.6 5.8 33.8

The main reascn for the movement in the net defined benefit pension position was the deficit funding contributions {£38.6m) paid into the
Capita Pension and Life Assurance Scheme (CPLAS) (plus a net £0.2m deficit funding contribution in respact of other schemas). Both the
value attributed to the pension liabilities and the value of the assets fell materially over the year predominantly due to the material increase in
the vields available on both fong-dated Government and corporate bonds. Due to the investment strategy adopted by the CPLAS Trustae
Beard the impact of these changes has been broadly hedged so that ihe value of the assats has moved to a similar degree to the value of the
liabilities. The schemes are highly sensitive to the change in discount rates {with a 0.5% pa change resulting in a ¢.£87.5m impact) and in
future inflation expectations (with a 0.5% pa change resulting in a ¢.£48.8m impact),

The CPLAS is the Group's main defined benefit scheme. The valuation of liabilities for funding purposes (the actuarial valuation) differs to the
valuation for accounting purposes (which are shown in these financial statements) mainly due fo different assumptions being used and ditferent
market conditions at the different valuation dates (the effective date for the actuarial valuation is 31 March). The assumpticns used for funding
purposes are scheme specific and allow for an appropriate amount of prudence, with the discount rate being based on the actual assets of the
CPLAS. While for accounting purposes the assumptions are determinad on a best estimate basis in accordance with I1AS 19, with the discount
rate being based on the yields availabie on high guality corperate bonds of appropriate currency and term. Management estimate that at

31 December 2022 the net asset of the CPLAS scheme was broadly the same on a funding basis (ie the funding assumption principles adopted
for the full actuarial valuation at 31 March 2020) as that on an accounting basis.
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The Group operates a number of executive and employee equity-settled share schemes.
@ Accounting policies |

The fakr 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 relevant employees become fully entitled to the award. Farr value is determined using an cption pricing model, only
taking into account vasting conditions linked fo the price of the shares of the Company {market conditions).

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

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extant to which the vesting period has

expired and management's best estimate of the achievement or ctherwise of non-market conditions, the number of aquity instrumants that will |
ultimately vest or, in the case of an instrument subject to a market condition, be treated as vesting as describad above The movement in '
cumulative expense since the previous balance sheet date is recognised in the consolidated income statement, with a corresponding

adjustment to equity.

Where the terms of an award are modified or a new award is designated as reptacing a cancelled or settled award, the cost based on the
original award terms continues to be recognised over the original vesting period adjusted for the incremental fair valuiie of any modification ie the
difference between the fair value of the original award and the fair value of the modified award, both as measured on the date of the
maodification. 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 not yat recognised in the consolidated
income statement for the award is expensed immediately. Any cornpensation pald up 1o the fair value of the award at the cancallation or
settlement date is deducted from equity, with any excess over the fair value being treated as an expense in the income statement.

The expense recognised for share-based payments (before tax) in respect of employee services received during the year 1o 31 December 2022
was £5.4m (2021: £1.2my}, all of which arises from equity-settled share based payment transactions. Details of the schemes are as follows:

Deferred annual bonus plan
This scheme is applicable to executive directors. Under this scheme, awards are made annually consisting of only deferred shares, which are
linked to the payout under the annual bonus scheme (detalls of which are contained in the directors’ remuneration report on pages 99 to 122).

The value of deferred shares is determined by the pay-out under the annual honus 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 Caplia executive plan. Directors have the option to defer up to
100% of their annual bonus into deferred shares or net bonus into a restricted share award, The deferred/restricted 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 options at the date of exercise in 2022 was £0.22 (2021: £0.33). The weighted average share price during
the year was £0.26 (2021: £0.43).

The fotal cash value of the deferred shares awarded during the year was £0.2m {2021: £nil}.

Long-term incentive plans (LTiPs)
The structure of the Group's LTIP schemes was approved at the Company's AGM in 2017. From 2021, no new awards will be granted under
the LTIP although the 2020 awards are yet to vest.

For the 2019 award, 75% of the award was equally weighted between free cash flow, EBIT margin and organic revenue growth, with the
remalning 25% split equally between cuslomer satisfaction and employee engagement, measurad over a three-year period. Threshold vesting
(25%) for each measure is dependent upon: free cash flow reaching £180m; EBIT margin exceeding 9%; organic revenue growth {o £3,900m;
six point positive swing in NPS for both customer salisfaction and emplaoyee engagement. Target vesting (50%) for each measure is dependent
upon: free cash flow reaching £210m; EBIT margin exceeding 10%: organic revenue growth to £3,950m; eight point positive swing in NPS for
both customer satisfaction and employee engagement. Maximum vesting {100%) for each measure is dependent upon: free cash flow reaching
£250m; EBIT margin of 12%,; crganic revenue growth to £4,050m; 12 point positive swing in net promoter score (NPS) for both customer
satisfaction and employee engagement. Awards are also subject to an underpin based on an assessment of underlying financial and
operalional performance.

The 2020 award is split into three equal tranches that vest on the first, second and third anniversary of the grant dale. The first tranche in 2020
was subject to a retention element which will vest in full on each annual vesting date, with the remaining 50% subject fo a performance
condition of net debt. Threshold vesiing (25%) is dependent on net debt falling to £872m, target vesting (50%]} is dependent on net debt falling
to £822m and maximum vesting (100%) is dependent on net debt being below £772m. Tranches 2 and 3 are subject to the retention efement
only apart from the CEQ’s award which is subject to relative TSR and responsible business scorecard measures.

Detalls of the LTIP awards made to executive directors over the same period are setout in the direciors’ remuneration report, on page 115.

All of the above awards are subject to a performance underpin — assessment of the underlying financial and cperaticnal performance of Capita
over the performance period.
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Capita Executive Plan 2021
The Capita Executive Plan was approved by sharehalders at the 2021 AGM. Under this plan, restricted share awards (RSAs) are granted to
executives.

With the exception of the executive directars, RSAs granted in 2021 and 2022 are split into three equal tranches that may vest on the first,
second and third anniversary of the grant date. The awards are not subject to a performance underpin.

Details of the Capita Executive Plan RSAs made to executive directors and the associated underpins are set out in the directors’ remuneration
report, on page 116.

2022 2021

MNem Mem
Cutstanding at 1 January ’ 46.4 485
Awarded during the year 28.5 15.8
Exercised (8.8} (9.8)
Forfeited (24.4) 8.1
Outstanding at 31 December ) a7 464

Exercisable at 31 December —_ —_

The weighted average remaining contractual life of the above shares outstanding at 31 December 2022 was 1.3 years (2021: 1.0 years).

All schemes
The fair value of the options granted/awarded during the year was £0.22 per share (2021: £0.41 per share}. None of the existing option
schernes have exercise prices.

The fair value for current share scheme issues is effectively the market price of a Capita share at the date of grant. Accordingly, no
assumptions have been disclosed.

The expected Jite of the options is based on historical data and is not necessarily indicative of exercise paftemns 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,

@ Accounting policies

CennEhocoa dan wioiios non . 88

The Group maintains a number of defined contribution pension schemes and for these schemes the Group has no further payment cbligations
once the contributions have been paid. The contributions are recegnised as an employee benefit expense in the consolidated income
statemant as the related service is provided and as they fall due.

-
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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 1o separate trustee-administered funds. The costs of providing benefils under these schemaes are
determined separalely for sach scheme using the projected unit credit method, which attributes entitiement to benefits to the current pedod (to
determine current service cost) and to the current and prier periods (to determine the present value of the defined benefit obligation) and is
based an actuarial advice. Past service cosis are recognised immediately in the consolidated income statement.

When a seltlement (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 & reduction in future entittement) ccecurs, the obfigaticn and related plan assets are remeasured using
current actuarial assumptions and the resultant gainfloss recognised in the consolidated income siatement during the peried in which the
settlement or curtailment oceurs.

Remeasurements of the net detined benefit assat/liability, which comprise actuarial gains and losses, the return on plan assels (excluding
interest) and the effect of the asset ceiling (if any, excluding interest), are recognised immediately in other comprehensive income and will not
be reclassified to the consolidated income statement. The Group generally determines the net interest expensefincome on the net defined
benefil assetliability for the year by applying the discoun! rate used to measure the defined benefit obligation at the beginning of the year to the
then net defined benefit asset/iability, taking into account any changes in the net defined benefit asset/liability during the year as a result of
contributions and benefit payments, However, due consideration is made to events which require the net interest expense/income on the net
defined benefit assal/liability to be remeasured over the ceurse of the year.

Current and past service cosis are charged to operating profit while the net interest cost is included within nel finance costs.

The net asset/{liability) in the consolidated balance sheet with respect to the defined benefit pansion schemes comprises the total for each
scheme, or group of schemes, of the present value of the defined henefit obligation (using a discount rate based on high quality cotporate
bonds), less the fair value of plan assets out of which the obligations are to be settled directly. The policy to detarmine 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
recaver by way of refunds from the plan or reductions in the future contributions.
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' Significant accounting judgements, estimates and assumptions

The measurement of defined benefit obligations — the accounting cost of these benefits and the present value of pension liabitities involve
judgements about uncertain events including such factors as the life expectancy of members, the salary progression of current employees,
price inflation and the discount rate used to calculate the nel present value of the future pension payments. The Group uses estimates for all of
these factors in dstermining the pension costs and liabilities incorporated in the consclidated financial staternents. The assumptions reflect
historical experience and judgement regarding future expectations.

The Group continued to set RPI inflation in accordance with the market break-even expectations less an inflation risk premium. The inflation
risk premium has remained at 0.25% pa. For GPI, the Group retained the assumed difference between RPI and CP! at an average of 0.65%pa.

Shert-term inflation expectations continued to rise dug to the global economic recovery from the initial phase of Covid-19, combined with supply
constraints in certain sectors such as energy. Current inflation levels exceed 10% pa. This will have an impact on pension increases that are
linked to inflation and this impacl, where applicable, has been reflected in the disclosures. It should be noted thal a material proportion of
pension increases aire capped {at different levels, but the main cap Is 5% pa) with some caps applying annually and others applying over a
period of years.

The impact of Covid-19 on the effects of future life expectancy continues to be uncertain. The pandemic is likely to have an impact on the
setting of appropriate life expectancy assumptions and models for future improvements will need to consider whether the experiences in 2020
and 2021 are a short-term phenomenon, and if the pandenuc will influence future mortality in other ways. For example. the pressure on health
sarvices may mean that progress against other causes of death such as cancer is slower than previously expecied, meaning an assumption of
a lower rate of mortality improvements might be appropriate. Alternatively, the surviving population may be in better health than those dying
from Covid-18, meaning that it might be expected that the remaining members live slightly longer. It is still Ino early to draw conclusions as to
what impact Covid-12 might have on future life expectancy; howsver, some alfowance has been reflected for actual mortality experienced in
2020 and 2021 by making a refinement in an initial addition parameter used in the future mortality improvernent assumptions from 0.5% to
0.25% (which makes an allowance for a decrease in initial rates of longevity improvement sternming from Covid-18) and which results in 1he life
sxpectancy reducing by around 0.1 years (around 0.4% of liabilities;.

Pension expense included in the consolidated income statement

2022 2021
£m em
Defined contribution scheme 55.2 60.2
Detfined benefit schemes
Current service cost 4.4 6.3
Administration costs 3.9 358
Past service cost 0.6 (0.2)
Effect of settiements a1 (0.7}
Interest cost {3.6) 1.5
Total defined benefit achemes 5.4 10.4
Total charged to profit before tax in the consolidaied income statement 60.6 70.6

At 31 Dacember 2022, retirement obligaticns were disclosed in relation to 9 (2021: 10} defined benefit pension schemes. The main defined
benefit scheme is the Capita Pension 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 members in 2017 (with around 200 members
continuing to accrue benefits — out of a total membershin of arcund 16,600 members). Details of the CPLAS and other schemes net surpius/
(deficit) position are given at the bottom of the table below which shows the movements from the opening to the closing balance of the net
defined benefit asset/{liability). Events have occurred in the CPLAS that has {ed (o its Income statement being remeasured during the year.

Responsibility for the oparation and governance of the GPLAS lies with a corporate Trustee which js independent of the Group. The Trustee
Board is required by law 1o act in the interest of the CPLAS's beneticiaries in accordance with the rules of the CPLAS and relevant legislation
(which includes the Pension Schemes Act 1993, the Pensions Act 1995 and the Pensions Act 2004). The nature of tha relationship between
the Group and the Trustee Board is also governed by the rules of the CPLAS and relevant legislation. The Trusiee Board is chaired by an
independent Trustee.

The assets of the CPLAS are held in a separate fund (administered by the Trustee Board) to meet long-term pension liabilities to beneficiaries.
The Trustee Board invest the assets in accordance with their Statement of Investment Principles. which is regularly reviewed. During 2021, the
Trustee Board delegated investment strategy decisions to a fiduciary manager, howsver, the Trustee Board maintained overall oversight of the
investment strategy.

A full actuarial valuation of the scheme is carried out every three years by an independant actuary for the Trustee Board, with the last full
actuarial valuation carried out at 31 March 2020. The purpose of that valuation is to design a funding plan to ensure that the CPLAS has
sufficiant asseats avallable fo meet future benefit payments, based on assumptions agreed between the Trusiee Board and the Group. The
31 March 2020 actuarial valuation showed a funding deficit of £182.2m (31 March 2017: £185.0m). This equates to a funding leve! 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, efiective from 1 July
2021

2021 2022 202%
Defigit contribution? £59.0m £30.0m £30.0m

1. The agreed contributions make allowance for additional contiibutions, totaliing c£113.6m, paid by the Group between 1 April 2020 and 30 June 2021 o mast its obligations under the
previous agreement daled 23 November 2018 to unwind CPLAS's interest in the Capita Scotfand (Pension) Limited Partnership, and in respect of a section 75 debt. The Trustee Board
has agreed with the Group 10 accelerate the payment of some of the deficit canlributions on a pound for pound basis in e event of disposal oroceeds baing used to iund mandatary
prepayments of debt,

2. In addition, In 2023, the £5.0m held in escrow 2t 31 Decermber 2022 is expecled ko bo releasead to CFLAS.

In addition to the above, the Group has agreed to make additional, non-statutory, centributions of £15m each year in 2024, 2025 and 2026 to
meet a secandary funding target. The aim of which is to target, by 2026, the posiiion of having sufiicient assets to invest in a portfolio of low risk
assets with a low dependency cavenant that will generate income to pay membars” benefits as they fall due.

The next full actuarial valuation is due 1o be carried out with an effective date of 31 March 2023 and as part of that valuation the conttibution
requirements will be reviewed, and if necessary, amended. For the purpose of these accounts, an independent qualified actuary projected ths
results of the 31 March 2020 actuarial valuation to 31 December 2022 taking account of the relevant accounting requirements.

Approximate funding updates are produced at each scheme anniversary when a full actuarial valuation is not being undertaken. The most
racent of thase, at 31 March 2022, showed a funding lavel of 104% on a Technical Provisions basis.

The Group expects to contribuie around £52m to the CPLAS during 2023. This includes the acceleration of agreed deficit cantributions on a
pound for pound basis as noted above.

Other defined benefit schemes
The total employer contributions to the ‘Other’ schemes during 2023 are estimated to be £3m.

Sooimitizd BoTy Lrrnngeaang

Faor the Admitted Bedy 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 Schems 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 vatuation at 18 January 2020 had
been carried out and an exit credit payment of £182,587 was due from the scheme to the Group. The payment was received by the Group on
17 March 2022 and no further amounts are due to the Group with the scheme’s assessed liability to the Group now settled.

DR O e e T Pk

Three segregated sections in an industry-wide scheme under which defined benefits are not continuing to accrue. The latest full actuarial
valuations {at 31 December 2018) showed that two of these sections were in surplus and therefore no deficlt contributions were required. The
third section showed a smail deficit but the Trustees agreed that no deficit contributions wouid be required. The actuarial valuations as at 31
December 2021 are currently in progress and as part of those valuations the contribution requirements will be reviewed, and if necessary,
amended. There i$ no cross subsidy with other employer sections.

Participation in a nan-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 gach year by
5.5% pa) until 2028. If the Group were to cease 1o be & participating employer in thig scheme there would be an exit debt payable. At

30 Sepiember 2021, this was estimated at £8.9m.

SimiazErs Jrhoed canan 52 wav 8

The Group is responsible for an lrish defined benefit scheme which is classed as a cross-border scheme where the benefictaries of the scheme
have their liabiliies, and the trustees hold assets, denominated in euro. The scheme is governed under UK regulations and subject 1o further
requirements applying to cross-border schemes. There are two segregated sections in the scheme. The latest full actuarial valuation (at

31 March 2022) showed a funding surplus for both the main section and the other section, and consequently, ne deficit contributions are
required for either section. There are no members left accruing benefits.

The Group Is also responsible for two Swiss schemes that provide defined contributicn benefits but with certain guarantees (and are therefore
reported as defined benefit schemes under |AS 18). They are administered and governed through collective foundations which are separate
legal entities. Benefits are conlinuing to accrue in these schemes.

b

AR T P IS SRR EY
There are a further 46 (2021: 48) defined benefit pension arrangements in which various Capita businesses parlicipated during 2022. Of these
arrangements, 41 (2021: 41) relate to participation in funded and untunded public secter schemes (referred to as Admitted Bedy Arrangements
as described above), however, contractual protections are in place allowing actuarial and investment risk to be passed to the end customer via
recoveries for contributions paid. The nature of these arrangements vary from contract 1o contract but typically allow for the majority of
contributicns payable to the schemes in excess of an initial rate agreed at the inception to be recovered from the end customer, as well as exit
payments (for funded schemes) payable to the schemes at the cessation cf the contract, such that the Group’s net exposure to actuarial and
investment risk is immaterial.

itis estimated that around £12m of employer contributions were paid to these 46 schemes during 2022.

i
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Risks associated with the Group’s pension schemes
The defined benefit pension schemes expose the Group to various risks, with the Key risks sef out below:

Investrment risk: the schemes invest in a wids range of assets with a view to provide long-lterm invesiment returns at particular levels. There is
a risk that investment returns are lower than expeacted which, in isolation, couid resuli in & worsening of the funding position cf the schemes.

Interest rate risk: the 1AS 19 discount rate is derived based on the yieids available on good quality corporate bonds of suitable duration. If
these yields decrease then. in isolation, this would increase the value placed on the 1AS 19 obligation and result in a worsening of the funding
positicn of the schemas.

Intlation risk: the liatilitiss of the schemas are linked o future levels of inflation. if future inflation is higher than axpected then this would resutt
in the cost of providing the benefits increasing and thereby worsening the funding position of the schemes.

Longevity risk: if members live longer than expected, then pensions will be paid for a longer time which will increase the value placed on the
liabilities and therefore worsen the funding position of the schemes.

Environmental Social and Governance (ESG) risk: ESG risk relates to theses issues having a detrimental impact on financial retums. The
fiduclary manager has policies in place to reduce this risk, although there is a higher risk in older externally held assets.

To manage these risks, the Group and the trustees carmry out regular assessments of them. For CPLAS, the main defined benefit scheme, the
following actions have been taken:

s The CPLAS Trusiee Board has enterad into two bulk annuity contracts with an insurer in respect of a smail number of high individual liability
pensicner members {one in 2015 and the second in late 2017) with total value inciuded in the assets at 31 December 2022 of £50.1m
(2021: £67.8m).

= Thae CPLAS Trustee Board has entered into a Liability Driven Investment programme, The level of risk that is managed by this programmse is
set by various market-related and funding trigger points.

Together, these actions have led to the Trusles Board hedging (interest rate and inflation) a high proportion of the CPLAS's liabilities. At

31 December 2022 around 95% of CPLAS's liabilities measured on the Trustee Board's long-term funding basis was hedged. As the funding

level improves it is planned to further increase the level of hedging. Despite the market volatility during the last quarter of 2022, the CPLAS held

sufficient liquid assets to meel its collateral calls and mainiain its hedged positions throughout the year, as well as holding a sufficient buffer
agalnst future adverse movements. The fiduciary manager has confirmed that the investment strategy held up well despite the market volatility
and that they continUe as planned with the current strategy (which involved the selling down of more illiquid holdings in any event).

The hedging aims to match the value of the assets to the movement in liabilities {on a funding basis) arising from changes in market
axpectations of future inflation rates and future gilt yields. This is to help protect and reduce volatility in funding valuations which are used to
determine the cash confribution reguirements to the scheme. As these accounting disclosures use the yields available on corporate bonds ta
determine the accounting liabilities, the hedging may not have the same impac! agains! changes as they do on a funding valuation. Although
credit spreads (difference between the yields available on long-dated corporate bonds and long-dated government bonds) have been volatile
over the year, they have fallen back down towards levels seen ai the start of the year. This means that the hedge has broadly had the same
impact on the funding position of the scheme and the accounting disclosures at the year-ends.

To illustrate how sensitive the vaiue of the definad benefit obligations is to different market conditions, the table below shows what the resulting
defined benefit obtigation would be if the assumptions were changed as shown (assuming alf other assumptions remain canstant):

Group Total
Change in assumpiions compared with 31 December 2022 acluarial assumptions £m
Base defined benefit obligation 1,736.1
0.5% pa decrease in discount rate 1,223.6
0.5% pa increase In salary increases 1,137.4
0.5% pa increase in infiation (and relaied assumption, eq salary and pension increases) 1,184.9
1 year increase in life expectancy 1,169.7

Due to the higher interest rate environment and recent market volatility, please note the change in method used (o prepaie the sensitivity
analysis (analysis from 0.1% pa to 0.5% pa).
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Assels and liabilities

Under 1AS 19, plan assets must be valued at their fair value on the balance sheet date. The plan assels are made up of quoted and unguoted
investments, and asset valuations have been sourced from the respective scheme’s investment managers and custedians, based on their
pricing sources and meathedologies. Unguoted investrents require more judgement because their values are not directly observable. The
assumptions used in valuing unquoted investments are affected by current market conditions which could result in changes in tair value after
the measurement date.

For the main asset categeries:

+ Equities listed on recognised stock exchanges are valued at closing bid prices.

Bonds are measured using a combination of broker quotes and pricing modsls making assumptions for credit and markeat risks and market
yirld curves.

Properties are valued on the basis of an open market value or are valued using models based on discounted cash flow tachnigues.

Assets in investment funds are vatued at fair value which is typically the net asset value provided by the investment manager.

Centain unlisted investments are valved using a model based valuation such as discounted cash flow.

The value of bulk annuity contracts has been assessed by discounting the projected cash ftows payable under the contracis (projected by an
actuary, consistent with the terms of the contract) and is equal to the corresponding liability calculated by reference to the IAS 19
assumptions,

The assets and liabilities of all of the defined benefit pension schemes {exciuding additional voluntary contributions) at 31 December are:

a

&

v

Group total
2022 2021
- Quoted Unquoted Tatal Quotad Unquoted Totat
£ Em £m Em £m Em
Scheme assets at fair value:
Equities:
- UK g2 2.5 27 1.0 3.1 4.1
— Overseas 2.4 24.8 26.8 7.0 76.5 83.5
- Private 0.2 — 0.2 0.5 — .5
24 27.3 29.7 8.5 796 88.1
Debt securities:
- UK Government 482.0 — 482.0 789.1 0.2 789.3
~ UK Corporate 0.4 11.6 12.0 1.4 7.6 8.7
- Qverseas Government 101 11.4 21.5 2.6 534 56.0
— Overseas Corporate 09 101.0 101.9 1.2 67.8 69.0
- Emerging Markets 0.5 27.3 27.8 14 — 1.4
— Privata Debt —_ 134.5 134.5 — 1265 128.5
— Secured Loans — 39.8 39.8 0.1 — 0.1
’ ' 4539 325.5 8195 7855 258.5 1,054.0
FPropery 2.6 88.2 90.8 2.8 97.5 100.3
Infrastructure 1.5 — 1.5 1.5 — 1.5
Credit Funds 2.7 — 27 3.2 160.1 163.3
Hedge Funds —_ 21 2.1 —_ 54.1 54.1
Absolute Return Funds 0.1 — o1 0.8 — 0.8
Diversified Growth Funds —_ — — — 79.5 79.5
Insurance Contracts — 71.4 71.4 — 86.8 86.8
Cash 34.3 133.2 167.5 148.1 1.2 159.3
Other (8.5} (1.1) (9.6) 1.2 8.4 9.6
— Pn7 203.8 326.5 157.6 497.8 N -TE
Total 529.0 646.7 1,175.7 961.6 835.7 1,797.3
Present value of scheme liabilities
(betore effect of asset ceiling limit) (1,136.0) (1,789.2)
Net surplus
(before effect of asset ceiling limit) 39.7 8.1
Effect of asset ceiling limit B 0.1) ’ 2.5y
Present value of scheme liabilities )
(after effect of asset ceiling limit) (1,126.7) (1,791.5)
Net surplus i o T
(after eifect of asset cailing limit) 39.6 5.8

* Some investments are in funds which are 10 themselves nat traded N active markets. Please also note a change in asset classification for CFLAS's Credit Funds {£83.0m) and Diversificd
Growth Funds (£56 Bm) as at 31 December 2022 which are now classified on a ‘look-through' basis.
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The CPLAS Trustee Board invests in Liability Driven Investments (LDIs) as part of a risk hedging slralegy. The aim of the strategy is to match
the value of the assets to the movement in fiabilities (on a funding basis) arising frorm changes in market expectations of future inflation rates
and future gilt yields. In order to achieve this, LDIs invest in a variety of instruments including giits, synthetic gifts (combination of repurchase
agreement, reverse repurchase agreements and total return swaps} and cash. In the lable above, the LD| as at 31 December 2022
{(approximately £484.3m) has been mapped as 97.0% Quoted UK Government Bonds, 1.7% Quoted Overseas Government Bonds, 3.1%
Quoted Cash and -1.8% Quoted Other.

The agssets do not include any directly owned financial instruments issued by the Group.

Within the Private Debt aliocation, approximately £97.3m relates to lagged valuations as at 30 September 2022. Allowance has been made for
broad market movements and distributions over the period to 31 Decemnber 2022,

In accordance with the CPLAS Trustee Board’s focus on financiafly material considerations, it 18 acknowledged that Environment, Social and
Governance (ESG) faciors can impact security prices. The CPLAS Trustes Board has discussed their views on ESG factors. and considered
the Group's perspective, and developed rasponsible investmant beliefs. These can be found in the CPLAS’s Statement of Investment
Principles (which can be found at htips//www.cplas-pension.co.uk/library).

{FRIC 14

The Group has considered the impact of IFRIC 14 on the various schemes (in refation to either recegrusing a surpius or allowing for the impact
of any funding commitments made) and has concluded, based on the interpretation of the rules for each of the schemes, that IFRIC 14 would
marginally increase the deficits shown at this balance sheet date for only one scheme, which is reflected in the balance shest position. For the
CPLAS, the Group’s main defined benefit scheme, IFRIC 14 would not limit the surplus ar increase the deficits shown at the balanca sheet date
because the Group has an unconditional right to a refund at some point during the life of the scheme.

Reconciliation of retirement benelits
Explanation of constituents of the consolidated income statement.

The cost of providing the pension scheme during the year is broken down as follows, with due consideration being made for events which
reguire the income statement to be re-measured over the coursa 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 present value of scheme liabilities In the current peried in relation to prior years' service.
= Administralion costs are those entaited by the pension schemes pver the clrrent period.

* Interest expensa/(income) is made up of the interest on pension liabilities and assets cver the current period generally based on the discount
rate adopted at the start of the period. An allowance for interest on the asset ceiling is recognised where applicable: approximately £0.1m as
at 31 December 2022 (£ni! as at 31 December 2021).
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All schemes are partly of wholly funded, and the following table shows the components of the movemants from the opening to the closing

balances for the net defined benefit obligation:

Group total
Defined benefit oblgation Fair value of plan assels Net defined obligation
2022 zo21 2022 zo7t 2022 2021
£m £m £m am £m £m
TAt 1 January i (1,7815) (1,882.3) 1,797.3 1.6302 5.8 (252.1)
Included in the consolidated income statement:
Current service cost (4.4) (6.3) — — {4.4) (6.3)
Admiristration costs {(3.9) (3.5) — — (3.9} {3.5)
Past service cost (0.6) 0.2 — — (0.6) 0.2
Efisct of settiements 0.1 55 {0.2) (4.8} (0.1) 0.7
Interest income/(expense)” (44.0) (27.5) 47.6 26.0 3.6 (1.5)
Sub-total in consoiidated income statement (52.8) (31.8) 47.4 21.2 {5.4) (10.4}
Tneluded in other comprehensive income: -
Actuarial gain/{less) arising from:
— demographic assumptions 6.8 {10.7} -— — 6.8 {(10.7)
— financial assumptions 706.1 129.2 —_ _— 706.1 129.2
— experience adjustments {50.4) (41.8) — — (50.4) {41.6)
— changes in asset ceiling/minimum liability 2.3 (2.3} — — 2.3 {2.3)
Return on plan assets excluding interest — — (673.7) 34.8 (673.7) 34.8
Sub-total in other comprehensive income 664.8 746 (673.7) 348 (89) 1094
Employer contributions (0.2) — 48.7 158.9 48.5 158.9
Contributions by employees (1.7} {1.6) 1.7 1.6 — —
Benefits paid 47.8 48.8 (47.8) (48.8) — —
Exchange movement - recognised in other comprehensive income (2.5) 0.6 2. (0.6) 0.4) —
At 31 December {1,136.1) (1,791.5) 1,175.7 1,797.3 39.6 5.8
Schemes in a net surplus
CPLAS (1,087.0) (1,725.3) 1,126.3 1,732.5 39.3 7.2
Other schemes (15.2) (23.8) 18.6 29.9 a4 6.1
{1,102.2} (1.749.1) 1,144.9 1,762.4 42,7 13.3
Schemes in a nat deficit -
Other schemes (33.9) (42.4) 30.8 34.9 (3.1) (7.5}
(33.9) (42.4) 30.8 34.9 {3.1) {7.5)
At 31 December (1,136.1) ({1,791.5) 1,175.7 1,797.3 396 5.8

“includes impact of asset celing on net inkerest of £0 1m in 2022 (2021: £nil}

Of the total pension cost of £5.4m {2021: £10.4m), £5.1m (2021: £5.4m) was included in cost of sales, £3.9m (2021: £3.5m} was included in
administrative expenses, and, in net financa costs: £3.6m of net interest income (2021: £1.5m of net interest expense).

Breakdown of liabilities for the CPLAS
Information about the defined benefit obligation for the CPLAS:

Eroporion Proportion

of overall of overall
liabilily Duration liabihity Duration
% {years) Yo {years)
2022 2022 2021 2021
Active members 6 16.9 5 21.4
Deferred members 59 18.0 63 228
Pensianers 35 106 32 13.0
100 155 100 19.6

Total percentage / average duration

Duration is a weighted average of when benefits are expected to be paid fram a pension scheme. It is sensitive to the interest rate used to
calculate it. The increase in yields has acted to reduce the duration of the CPLAS (as less weight is placed of the pension cash fiows stretching

far out into the future).
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Financial and demographic assumpiions

All schemes
Main assumptions; 202"3 20251
Raie of price inflation — RPI 318 3.30
Rate of price inflation — CPI 2.50 2.65
Rate of salary increase 3.15 3.30
Rate of increase of pensians in payment”:
— RPlinflation capped at 5% per annum 3.65 3.20
— RPFI inflation capped at 2.5% per annum 2.15 2.20
— GPl inflation capped at 5% per annum 2.50 2.65
Discount rate 4.75 1.90
Expected take up maximum available tax free cash 85.00 85.00

i. Orly the discount rate is relevant ta the Admitted Body Scheme. Different assumptions apply to non-lUK schemes. for examale® tha discount rate for the Irish Schemes are 3.8% par annum

and for the Swiss schemes it 1s 2.2% per annum in 2022,
2. There are other lavels of pansion increase which apply to particular penods of membersnig.

The average future life expectancy from age 65 (in years) for mortality tables used to determine scheme liabilities for the various different
schemes al 31 December 2022 and 31 December 2021 are as follows:

Member currently aged 65 (current life E:xpectancy) Member currently aged 45 (life expectancy at 85)

Male Female Maie Female

o 20‘22 o EEE o 2022 2021 2022 2021 2022 2021

Capita Scheme' 22.4 22.5 24.3 24.4 223 2.4 25.2 253
Other Schemes? 2i.tto22.7 21610226 23.7t0245 235t0244 22310250 22410249 25210265 25110264

The assumptions used for the Capita scheme are tallorad for 2ach mernber, The assumptiuns adopied make alfawance for an increasa in ithe longewity in the future (CMI 2021 coie model
Sk=7.0} with a leng-term raie of wnprovemend of 1.25% p a., an ‘&' parameter of 0.25% for both males and femafes and ne weigniing applied {0 2020 and 2021 data). The rate for members
currently aged 65 Is derived from the pensioner membersiip and tha rate for =nembers reaching age 83 in 20 years' tme is denved from nob-pensioner membership

2. This dues not apply to the Admitted Body Scheme.

@ Accounting pelicies

L e Lt =1

Government grants are not recognised until there is a reasonable assurance that they Group will comply with the conditions attaching to them
and that the grants will be received. Government grants are recognised in the consolidated income statement on a systematic basis over the
periods in which the Group recognises, as expenses, the related costs for which the grants are intended to compensate. Government grants
that are receivable as compensation for expenses or losses already incurred ar for the purpose of giving immediate financial support to the
Group with no future refated costs are recognised in the consclidated income staterment in the periad in which they become recelvable,

2021

&m

2022 (Re-

~ . Notes £m presented)’

Wages and salaries’ 1,536.1 1,540.9
Sacial security costs 152.4 155.9
Pension costs 64.2 89.1
Share-based payments 5.1 5.4 1.2

k" ‘ ) B 1,758.1  1.767.1

1. The 2021 comparative figures have been ra-presenten to refiect the reclassiication of employee contributians from pension cos's lo wages and salasies.

During 2021, the Group furloughed employegs unable to waork as a result of the Covid-19 pandemic, and applied to the Coronavirus Job
Retention Scheme (CJRS) operated by the UK Government. Amounts received under CJRS were treated as a government grant and deducted
from the relevant cost in the consolidated income statement. Quring 2021, the Group claimad £4.9m under CJRS. These amounts are included
within the relevant cost headings in the table above. In May 2022, we announced the Group's intenticn to repay the amounts received in 2021
under CJRS at the end of the Group's publicly stated disposal programme and no later than the end of June 2023. An accrual has been
recognised for this repayment in the year ended 31 December 2022,
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The aggregate amount of directors’ remunaration {salary, bonus and benefits) is shown on pagse 111 of the direclors’ remuneration report.

. The rermuneration of the highest paid director was £1,767,972 (2021: £1,185,415}.

highest paid director, pension contributions of £37,400 (2021: £36,250) were made.

The aggregate amount of gains made by directors on exercise of share options was £119,102 (2021: £nil) (refer to note 8.1 )

Payments have been made to a defined contribution pension scheme on behalf of five directors (2021: four directors). For the

2022 2021

The average number of employees duting the year was made up as foliows: Number Number
Sales 598 766

Administration 3,493 3,259

Operations 47,509 48,305

) 51,200 53,330
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This section includes disclosures of those items that are not explained elsewhere in the financia! statements.

In this section you will find disclosures about:
6.1 | Related-party iransactions

6.2 | Contingent liabilities

6.3 | Post halance sheet events

@ Dengtes accounting policies

Compensation of key manzagement personnel

2022 2021
£m £m
“Short-term employment benefits 7.6 127
Pension — —
Share-based payments 2.2 0.3
o 9.8 130

Gains on share options exercised in the year by Gapita plc exacutive dirsctors were £119,102 {2021: £nil} and by key management personnel
£306,621 (2021: £1,132,231), totalling £515,723 {2021: £1,132,231).

During the year, the Group rendered admimstrative services o Smart DCC Limited [DCC). a wholly-owned subsidiary which is not consolidated
(refer to note 4.7). The Group received £112.0m (2021: £90.1m) of revenue for ihese services. The services are procured by DCC on an arm's
length basis under the DCG licence. The services are subject to review by Ofgem to ensure that all costs are economically and efficiently
incurred by BCG.

Capita Pension and Life Assurance Scheme is a related panty of the Group. Transactions with the Scheme are disclosed in note 5.2.

Contingent liabilities represent potential future cash cutflows which are either not probable or cannot be measured reliably.
The Group has provided, through the normal course of its business. performance bonds and bank guarantees of £34.0m (2021: €28.7m).

The Group Is reviewing its position in respect of a number of its closed book Life & Pensions centracts. The outcomes and timing of this review,
which are uncenrain, could result in the continuation of centracts with amended terms or the termination of contracts. |f an operation 15
terminated, the Group may incur associated costs, accelerate the recognition of deferred income or the impairment of coniract assets.

The Group's entities are pariies to legal actions and claims which arise In the normal course of business. The Group needs to apply judgement
in determining the merit of litigation against it and the chances of a claim successfully being made. It needs to determine the likelihcod of an
outflow of economic benefits occurring and whether there is a need to disclose a contingent liability or whether a provisicn might be required
due fo the probability assessment.

At any time there are a number of claims or notifications that need to be assessed across the Group. The disparate nature of the Group's
entities helghtens the risk that not all potentiat claims are known at any point in time.

The following events occurred after 31 December 2022, and betore the approval of these consolidated financial staternents, but have not
resulted in adjustment to the 2022 financial results:

Committed bridge facility

In February 2023, the Group entered into a committed bridge facility of £50m with three of its relationship banks providing additional hquidity
from 1 January 2024. The committed bridge facility has an expiry date of 31 December 2024 and i1s subject to covenants, which are the same
as those In the Revolving Credit Facility (RCF). Both the RCF and the £50m bridge facility incorporate provisions such that they will partialiy
reduce in quantum as a consequence of specified transactions including disposals, equity-raises or other refinancing.
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This section presents the company only financial statements for Capita plc {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 |Noles to the Company financial statements
@ Denotes accounting policies
Denotes significant accounting judgements, estimaies and assumptions
2022 2021
Notes Em Em
Non-current assets
Intangible assets 7.3.2 — 26.8
Tangible assets 7.3.3 0.8 13.2
Investments 7.3.4 994.3 947.3
Finanhcial assets 7.3.5 20.8 22.0
Deferred tax assets 7.3.6 11.2 i2.7
Amcunts owed by subsidiary companies 7.3.7 64.4 —
7.3.8 —_ 0.1

Trade and other recelvables

1,091.8 1,022.1

Current assels

Financial assets 7.3.5 15.7 10.9
Amounts owed by subsidiary companies 7.3.7 2,454.8 2,619.8
Trade and other receivables 7.3.8 1.6 13.1

Income tax recelvable 33.6 59.3

Cash

2,545.7 2,7031
3,637.2 3,725.2

Total assets

Current liabilities
Amounts owed to subsidiary companies

737 2,302.7 2,086.8

Trade and other payables 7.3.9 9.6 7.9
Accruals and deferred income 16.6 41.7
Overdrafts 14.6 31.0
Borrowings 7.3.11 —_ 196.2
Financial liabilities 7.3.5 0.1 5.2
Provisions 7.3.10 4.8 8.2

2,348.4 2,377.0

Non-current liabilities

Trade and other payables 7.3.9 — 0.3
Borrowings 7.3.11 44.2 51.7
Financial liabilities 7.3.5 1.0 3.6

45.2 55.6

2,393.6 2,432.8
1,243.6  1,2926

Total liabilities
Net assets
Capital and reserves

Issued share capital 7.3.12 34.8 34.8
Employee benefit trust and treasury shares 7.3.12 (4.2} (8.G)
Share premium 7.3.12 1,145.5 1,1455
Capital redemption reserve 1.8 1.8
Merger reserve 44.6 44.6
Cash flow hedging reserve —_ {0.7)

214 74.6

Retained earnings
Total equity

1,243.6 1,292.6

The Company’s loss after taxation was £55.17m (2021: £188.0m loss).
The accompanying notes form part of the financial statements.
The accounts were approved by the Board of directors on 2 March 2023 and signed on its behalf by:

Jon Lewis Tim Weller

Chig Company registerad number: 02081330

pilive Qifloas i i
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Emplayee
benefit trust Capita Cash flow
Share  and treasury Share  rademption Mergar hadging Retainad

cap.tal shares premium reserve resarve resarve earnings Tatal

£Em £m £m £m £m om Cm £m

At 1 January 2021 34.5 (11.2) ’1,14313 1.8 44.6 (4.6} 2745 11,4829

Loss for the year — — — — — — (198.0) {198.09)

Other comprehensive expense —_ — — — — 3.9 — 3.8

Total comprehensive expense for the year — — — — — 3.9 (198.0) {194.1)

Shares issued 0.3 (0.3) — — — — — —

. VAT refund on rights issue issuance costs — — 2.2 — — — — 2.2
Exercise of share options under emptoyee long-term

incentive plans — 3.5 — — — - (3.5) —

Share-based payment nat of tax effects — — — — — — 1.6 1.6

At 1 January 2022 34.8 {8.0) 11455 1.8 4.6 10.7) 746  1,292.8

Loss for the year — - — — — — (55.1) (55.1)

Other comprehensive expense — - — — — 0.7 — 0.7

Total comprehensive expense for the year — - — -— — 0.7 (55.1) (54.4)

Shares issued —_— — — o — — - —
Exercise of share options under employee long-term

incentive plans — 3.8 — — — — (3.8) —

Share-based payment net of tax effects — —_ — — — — 5.4 54

At 31 December 2022 ) 34.8 (4.2) 1,145.5 1.8 44.6 —_ 211 1,2436

1. The diractors did not declare a dradend n 2022 or 2021

Share capital — The balance classified as share capital is the nominal proceeds on issue of the Company's equity share capial, comprising

2 1/18p ordinary shares,

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

Share premium - The amount paid to the Company by shareholders. in cash 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, whareupon the shares are
cancelled. Redemption must be from distributable profits. The Gapital redemption reserve represents the nominal value of the shares
redeemed.

Merger regerve — 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 of shares issued for the acquisition of entities. The amounts attributed to ithe shares issued for these acquisitions
that exceeded 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 hedga.

Retained earnings — Net {losses)/prafits accumulated in the Company after dividends are paid.

The accompanying notes are an integral part of tha financial statements.
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@ Accounting policies

Basis of preparation

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements of UK-adopted
international accounting standards, but makes amendments where necessary in order to comply with Companies Act 2006 and has set out
below where advantags of the FRS 107 disclosure exempiions has been taken.

The financial statements 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 permitied by FRS 101, the Company has taken advantage of the disclosuré exemptions availabie under that standard in relation to share
hased payments, financial instruments, capital management, presentation of comparative information in respect of certain assets, presentation
of a cash-flow statement, standards not yet effective, impairment of assets and related party fransactions.

The financial statements have been prepared on the historical cost basis and on the going concern basis, except for the revaluation of ceriain
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 oui in Sections 1 to & of the consolidated financial staternents, except as noted
below.

) AT R R W R
Significant accounting judgements, estimates and assumptions

The Company has investrments in subsidiaries which are shown al cost, less provisions for impairment. Investments in subsidiaries are
reviewed for impairment annually or more frequently if events or changes in circumstances indicate thal the carrying value may be impaired.

The Gompany determines whether investments in subsidiaries are impaired based on impairment indicators. f 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
discounted future cash fiows at a suitable discount rate or through the recoverable value of the investments held by the investee company.

i SEL 300 cTiES

The Company participates in a defined contribution scheme where contributions are charged to the profit and loss account in the year in which
they are due. The scheme is funded and the payment of contributions is made to a separately administered trust fund. The assets of the
scheme are held separately from the Company. The Company remits monthly pension contributions to Capita Business Services Limited, a
subsidiary undertaking, which pays the Group liability centrally. Any unpaid contributions at the year-and have been accrued in the accounts of
that company.

The Company also has employees who are members of a defined benefit scheme operated by the Group — the Capita Pension & Life
Assurance Scheme {the Capita DB Scheme). The Company has a current employee who continues to accrue benelits in the Capita DB
Scheme,

The last remaining active employee transferred to a subsidiary company on 1 November 2022, Since the Company no longer has any active
members in the Capita DB Scheme, this triggered a cessation event which means a Section 75 debt {(which is a statutory debt due from a
participating employer to the trustees of a multi-employer defined benefit pension scheme which is in deficit) became due. However, the
Trustee Board of the Capita DB Schame has agreed thal the pension liabilities attributable to the Gempany can be transferred to Capita
Business Services Limited (the Principal Employer of the Capita DB Scheme), which will remove the Section 75 debt due from the Gompany.
This Flexible Apportionment Arrangement (FAA) is expected to be finalised in 2023. Following the finalisation of the FAA, the Company will no
lenger be a formal participating employer in the Capita DB Scheme.

Since 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 benelit cost is recognised fully by Capita Business Services Limited. The Company thaen recognises a cost

equal to its contribution payable far the applicable period. The contributions payable by the participating enfities are determined on the following

basis:

» The Capita DB Schame provides benefits on a defined benefit basis funded from assets held in a separate frustee-administered fund.

< The Capita DB Scheme is a non-segregated scheme with around 200 different sections in the scheme where each section provides benefits
on a particular basis (sorme based on final salary, some based on career average earnings) to particular groups of employees.

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

* The Company’s contributicn is consequently calculated by applying the appropriate average employer contribution rates to the pensionable
pay of its emplovees participating in the Capita DB Scheme,

A full actuarial valuation of the Capiia DB Scheme is carmed out every three years by an independent qualified actuary for the Trustee Beard,
with the last full actuarial valuation carried out as at 31 March 2020. The purpcse of that valuation is 1o design a funding plan to ensure that the
Capita DB Scheme has sufficient assets available 1o meet luture benefit payments, based on assumptions agreed between the Trustee Board
and Capifa Business Services Limited. The 31 March 2020 actuariaf valuation showed a funding deficit of £182.2m (31 March 2017: £185.0m).
This equates to a funding level of 83.0% (31 March 2017: 86%). As a result of the funding valuation, Capita Business Services Limited and the
Trustee Board agreed a funding plan to eliminate the deficit - Capita Business Services Limited has agreed to pay additional comtributions
totalling £124m between July 2021 and December 2023.

In addition to the above, Capila Business Services Limited has agreed to make additional, non-statutory, contributions of £15m each year in
2024, 2025 and 2026 to meel a secondary funding target.
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The Trustee Board has agreed with Capita Business Services timited to accelerate the payment of some of the deficit contributions on a pound
for pound basis in the event of dispesal proceeds being used to fund mandatory prepayments of debt.

The next scheme funding assessment is expected to be carried out with an effective date of 31 March 2023,

Note 5.2 of the Group’s consolidated financial statements sets out more detail about the pension obligations.

Srubsidiary Companiés of the Company reimburse the Company through the intercompany account for charges attributable to their employees
participating in the Company’s share schemes.

. e C SR oo e 123

Significant accounting judgements, estimates and assumpticns

The amounts owed by and to subsidiary companies are shown at cost plus accrued interest less any provision for impairment. Amounts owed
by subsidiary companies are reviewad for impairment annually or more frequently if events or changes in circumstances indicate that the
carrying vaiue may be impaired. The Company determines whether amounts owed by subsidiary companies are impaired by considering if
there is an indicator of increased credit risk. The key assumption considered is the probability of a subsidiary undertaking going inte default at
the balance sheel date.

The definition of default used by the Company is that the counterparty is in a net liability position. In this case credit risk at the balance sheet
date is captured by the definition of detault and the probability of default occurring in the next day {reflecting the contractual period of a demand
ioan). The policy is to assess the net asset/net liability position of each investment and then 1o conclude on the probability of default. and
guantum of any impairment, by reference to the future discounted cash flows. With the contractual arrangements either based on repayment on
demand or fixed term loan the future credit risk had a very limited impact on the calculation of expected credit losses ai the balance sheet date,

The cash shortfalls arising when an amount owed by a subsidiary undertaking is in default are assessed by discounting the expected future
cash flows at the original effective interest rate of the instrument, Where it 1s expected that the principal and afl associaied interest can be
recovered at some point in the future, no material expected credit loss is recognised.

Capitalised
softwara Other
develegment imMangibles Tatal
£m £m £m

Cost ) -
At 1 January 2022 31.8 15.7 475

Intragroup transfer (31.1) {15.7) (46.8)
Retirement (0.7} — (0.7}
At 31 December 2022 — — —

Amortisation

At 1 January 2022 1.2 9.5 207

Charge for the year 5.1 0.9 6.0

Intragroup transfer (15.9) {10.4) (26.3)
Retirement (0.4) —_ (0.4}

"AU31 December 2022
Net book value:
At 1 January 2022 20.6 6.2 26.8
Al 371 Dacember 2022 — - -

On 1 November 2022, certain tangible and intangible assets were transferred to Capita Shared Services Limited (a wholly owned subsidiary of
the Company) as part of a Group reorganisation. All the assets were transferred at their net book value, with the consideration remaining
outstanding as an inter-company loan.

Other intangibles relates to software purchased from third parties.
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Shor-term Equipment
Gomputer leasehold nght-of-use
equipment improvements assel Total
£m £m em £m
“Cost
At 1 January 2022 22.2 1.3 0.4 23.9
Additions 3.0 o1 — 3.1
intragroup transfer (23.9) 0.1 — (23.8)
Assel retirements (1.3) (0.1} — (1.4)
At 31 December 2022 — 1.4 0.4 1.8
Depreciation
At 1 January 2022 9.8 0.5 0.4 10.7
Charge for the year 4.7 0.3 — 5.0
Intragroup transfer {13.2) (0.1) — (13.3)
Asset retirarments {1.3) (0.1} — (1.4)
At 31 December 2022 i — 0.6 0.4 1.0
Net book value:
At 1 January 2022 124 0.8 — 13.2
— 0.8 — 0.8

At 31 Decambar 2022

On 1 Novernber 2022, certain tangible and intangible assets were transferred to Capita Shared Services Limited {a wholly owned subsidiary of
the Company) as part of a Group reorganisation. All the assets were transferred af their net book value, with the consideration remaining

cutstanding as an inter-company loan.

Shares in
subsidiary
undertakings
£m

Net book value
At 1 January 2022 947.3
Additions! 54.0
tmpairment? (7.0)
994.3

Al 31 December 2022

1. During the year ended 31 December 2022, Capita plc ihvested £54.0m in Capita Life & Pensions Regulated Services Limited
2. During the year endad 31 December 2022, Capita plc impaired its investments in Capita Financial Services Holdings Limited by £6.4m and Capita Emplayes Benefits Heldings Lirnited by
£0.6m,

Direct invesiments

Registered office

Propartion of nominal

value

of issued shares
hald

by the Company

Capita Pension Solutions Limited?

Capfta L.egal Services Limited'

Capita Employee Bensfits Holdings Limited
Capita Financial Services Holdings Limitad’
Capita Group Insurance PCC Limited?

Capita Holdings Limited’

Capita International Limited?

Capita Life & Pensions Regulaied Services Limited?
Capita International Retirement Benefit Scheme
Trustees Limited®

Capita ireland Limited?

Capita Life & Pensions Services Limited®
Capita Sharod Services Limited®

65 Gresham Street, London, England, EC2V 7NQ
85 Gresham Sireet, Lendon, England, EC2V 7MQ
B5 Gresham Street, London, England, EC2V 7NQ
65 Gresham Street, London, England, EC2V 7NQ

Dorey Court, Admiral Park, St. Peter Port, Guernsey, GY1 4AT,

Guernsey

65 Gresham Street, London, England, EC2V 7NQ
65 Gresham Street, London, England, EC2V 7NQ
85 Gresham Streel, Londen, England, EC2V 7NQ

65 Grasham Street, London, England, EC2V 7MNQ

2nd Floor, Block 5, Irish Life Centre, Abbey Street Lower, Dublin 1,

DOiP7867
65 Gresham Sireet, London, England, EC2V 7NQ
65 Gresham Street, London, England, EC2V 7NQ

100%
100%
100%
100%
100%

106%
100%
100%
100%

100%

100%
100%

1. Invesling holding company

2. Outsourcing services company

3. Insurance caplive

4. Trustee company for the pension schemes
5. In hquidation

6. Internal services company
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Certain subsidiaries of the Group have opted to take advantage of a statutory exemption from having an audit in respect of their individual
statutory accounts. Strict criteria must be met for this exemption to be taken and has been agreed to by the directors of those subsidiary
entities.

Listed in note 7.3.17 ic the Company linancial statemenis are subsidiaries controlled and consoldated by the Group, where the directors have
taken advantage of the exemption from having an audit of the entities’ individual financial statements for the year ended 31 December 2022 in
accordance with Section 479A of The Companies Act 2006.

To facilitate the adoption of this exemption, Capita plg, the parent cornpany of the subsidiaries concerned, undertakes to provide a guarantee
under Section 479C of the Companies Act 2006 in respect of those subsidiaries. Details of all indirect subsidiaries, as required under
Section 409 of the Companies Act 2006, are reported in note 7.2.17 to the Company financial staterments.

The Company considered whether there was an indicator of impairment in invesiments in subsidiaries at 31 December 2022, and dug 10 the
Company's market capitalisation being below the carrying value of the Company’s net assets, concluded a trigger existed and performed an
impairment tesi,

The impairment test
The cash flow projections used for the impairment tesi, are derived from the 2023-2025 business plans approved by the Board. The enterprise
value is then calculated based on the prasent value of estimated future cash flows discounted at the current market rate of return.

The long-lerm growth rate is based on economic growth forecasts by recognised bodies and this has been applied 1o the forecast cash flows
for the terminal peried. The 2022 long-term growth rate is 2.2% (2021: 1.7%).

Management estimates discount rates using pre-tax rates that reflected the laiest market assumptions for the risk-free rate, the equity risk
premium and the cost of debt, which are all based on publicly available exiernal sources.

The table below represents the pre-tax discount rates applied to the cash flows for 2022 and 2621.

Capita Portiolio

Capita Public
Service Capita Experience People Software Business Solutions Travel Fera
2022 11.8% 10.4% 14.3% 121% 12.1% 13.0% 11.2%

2021 13.0% 11.6% 12.4% 12.8% 13.0% 15.7% 11.9%

The impairmerit testing as described is reliant on the accuracy of management's forecasts and the assurmnptions that undedie 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 modal, a number of scanarios 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 1s 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 equal) by: an increase in discount rate of 1%, ora
decrease in the long-term growth rate of 1% {for the terminal period) for each of the investments; or by thg severe but plausible downsides
applied to the base-case projections for assessing going concern and viahility, without mitigations; and from all of the scenarios together. The
table below exciudes those investments which have been fully impaired previously or are held at nominal value.

1% decrease in Severe but
1% increase in long-term plausible Lombinaticn
discount rate growth rate downside sensitivity
£m £m £m £m

Capita Pension Soluticns Limited - - - -
Capita Financial Services Holdings Limited — — — —
Capita Group Insurance PCC Limited —_ — — -—
Capita Holdings Limited — — — _
Capita International Limited — - - -
Capita Life & Pensions Regulated Services Limited - — = —
Capita Employee Benefits Holdings Limited — — — —

At 31 December 2022, an impairment of £7.0m (2021: £0.8m) arosa from the impairment test performed. Under the combination sensitivity
scenario no additional impairments were highlighted where the enterprise value was used for impairment assessment.

Management continue to monitor closely the performance of all investments in subsidiaries and consider the impact of any changes to the key
assumptions. Given that the performance of certain subsidiaries has been affected by the continued recavery 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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Amounts owed by subsidiary companies

Financial Financial Financal Financial
assels liabilities assets liabilites
2022 2022 2021 2021
£m £in £m £m
Cash flow hedges — =7 09 1.8
Non-designated foreign exchange forwards and swaps 10.7 a1 1.8 4.7
Lease liabilities —_— — — o1
Cross-currency inlerest rate swaps 25.8 1.0 30.2 2.2
36.5 1.4 32.9 8.8
Analysed as.
Current 15.7 0.1 10.9 5.2
Non-current 20.8 1.0 22.0 3.6
36.5 1.1 32.9 8.8
2022 2021
£m £m
Deferred tax included in the balance sheet is as follows:
Acceletated capital allowances 3.9 5.4
Tax losses 1.0 1.0
Other short term timing differences 6.3 6.3
11.2 12.7
Current Non-current
2022 2021 2022 2021
fm £m £m £m
2,494.8 2,619.8 64.4 —

Amounts due within one year are repayable on demand along with any accrued interest. Amounts due after more than ane year is a fixed term
loan. The expected credit loss provision against amounts owed by subsidiary undertakings is immalerial.

The non-current receivable relates to a long-term ean to a subsidiary. This was previously considared to be a current receivable but following a

reassessment has been reclassified to non-current at 31 Decamber 2022,

Current Non-current
2022 2021 2022 2021
£m em £m £m

Amounts owed lo subsidiary companies

23027 2,086.8 —

Amounts owed to subsidiary companies are repayable on demand along with any accrued interest.

Current Mon-current

2022 2021 2022 2021

£m £m Em Ern

Trade receivables - — _ — .

Other debtors 1.1 2.0 — —

Other taxes and social security o1 1.4 — —_

Prepayments 0.4 9.7 — a.t

_ - B 16 13.1 = 01
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Current Naon-current

2022 2021 2022 i 2021

Em £m £ £m

Trade creditors ” 8.9 7.2 — —
Other creditors 0.7 07 — 0.3
8.6 7.8 — G.3

2022 2021

£m £m

At 1 January - i ) 8.2 17.3
Provisions provided for during the year 1.6 8.8
Provisions released during the year (1.2) (5.9)
Utilisation (3.8) (12.0)
1.8 8.2

At 31 December

The majority of the provisions relate o the claims and litigation provision of £4.0m. Further detail on these provisions can be feund in note 3.6
to the Group’s consolidated financial statements.

2022 2021
£m £m
Private placement loan notes o B 442 2019
Credit facilities’ — 46.0
44.2 247.9
1. Gradit faciliies includes Enil (2021: £40.9m) drawing on the RCF,
Maturity analysis is as follows:
Failing due within a year — 196.2
Falling due after more than 5 years 442 51.7
Tota!l borrowings 442 247.8
The Company issued guaranteed unsecured private placement loan notes as follows:
Intarest rate EUR
(%) (m) Maturity
Fixed rate bearer notes 3.625 EUR 53.4 10 November 2027
Total of euro denominated private placement loan notes 53.4

In July 2022, the Group signed an extension of the £300m forward start revolving credit facility (RCF) with its lending banks for a further twelve
manths to August 2024. The new facility commenced on 31 August 2022 upon the expiry of the previous RCF and provides the Group with
commilted liquidity for the cash fluctuations of the business cycle and an allowance for contingencies, and incorporates provisions such that it
wil) partially reduce in quantum as a consequence of specified transactions. The RCF was not drawn upon at 31 December 2022 and had a

total committed value of £288.4m.
Further detail on these facilities can be found in note 4.2 to the Group’s consolidated financial staiements.

Disclosures about the share capital, share premium, employee benefit frust and treasury shares of the Company have been included in
note 4.6 to the Group's consolidated financial statements.

The Company has provided, through the normal course of its business, performance bonds and bank guarantees of £34,0m (2621 £28.7m).
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In the foliowing, amounts for purchases and sales are for transactions invoiced during the year inclusive of VAT where appficable. All
transactions are undertaken at arm’s-length prices.

During the year, the Company sold goods/services in the normal course of business to Entrust Support Services Limited tor £1.2m {2021:
£0.8). The Company purchased goods/services in the normal course of business for £0.4m (2021: £0.2m). At the balance sheet date, the net
amount receivable from Entrust Support Services Limited was £nil {2021: £nil).

During the year, the Company sold goods/services in the normal course of business to Capita Glamorgan Consultancy Limited for £0.1m
{2021: £0.1m). The Company purchased goods/services in the normal course of businass for £nif (2021: £nii). At the balance sheet date, the
net amount receivable from Capita Glamorgan Consultancy Limited was £nil (2021: £nil).

During the year, the Company sold goods/services in the normal course of business to Fera Science Limited for £0.7m (2021: £0.6m). The
Company purchased goods/services in the normal course of business for £0.1m (2021: £nil}. At the balance sheet date. the net amount
raceivable from Fera Science Limited was £nil (2021: £nil}.

e

The Company operates defined benefit and defined contribution schemes. The pensicn charge for these schemes for the year was £1.5m
{(2021: £2.0m).

. I T

The Company cperates several share-based payment plans and details of the schemes are disclosed in note 5.1 of the Group’s consolidated
financial statements.
The Group recognised an expense for share-based payments in respect of employee services recelved during the year to 31 December 2022

of £5.4m (2021: £1.2m), all of which arises from equity-settled share-based payment transactions. The total Company expense, afier
recharging subsidiary undertakings, charged to the income statement in respect of share-based payments was £3.0m (2021: £0.6m).
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The 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 Guemsey, but which is tax resident in the UK.

Unless otherwise indicated, all shareholdings are owned indirectly by the company and represent 100% of the issued share capital of the

Shareclai’_! Company name

subsidiary. Dormant companies are marked (D).

Company name

Agiita Limited ¢

Akinika Debt Recovery Limited 7
Akinika Limited *

Akinika UK Limited (in liquidation) '
Artificral Labs Ltd '* @

Barrachd Limited (in liquidation) *°
BCS Design Ltd (in liguidation) !

Booking Services International Limited ®
Brentside Communications Limited (0} ¢

Brightwave Enterprises Limitad ®

Brightwave Holdings Limited ®

Brightwave Limited ®

BSI Group limited ?

Call Vision Technologles Lt (in liguidation) *
Capita (02549055) Limited (in liquidation) '
Capita (04472243) Limited (in Yiquidation) '
Capita {210568) Limited ©

Capita (6588350) Limited {in liquidation) !
1Céap'\ta {Polska) Spotka z ograniczona odpowiedzialnoicia
Capita (South Africa) (Pty) Limited **

Capita (USA) Holdings Inc, 2

Capita Birmingham Limited ®

Capita Business Services Lig ®

Capita Business Support Services Ireland Limited ©
Gapita Corporate Director Limited (D) ¢

Capita CT1 (USA) LLC 2

Capita Customer Management Limited ®

Capita Customer Services (Germany) GmbH ¢
Capita Customer Services AG 7

Capita Customer Solutions (UK) Limited ?
Capita Customer Solutions Limited **

Capita Cyprus Holdings Limited ¥

Capita Dubai Limited *

Capita Employes Benefits (Consuliing) Limited *

Capita Employee Benefits Holdings Limited & *

Capila Energie Services GmibH # ~

Capita ESS Holdings Limited ®

Capita Financial Services Holdings Limited # *

Capita Gas Registration and Ancillary Services Limited ¢
Capita GMPS Trustees Limited (D} ®

Capita Grosvenor Limited {in liquidation} !

£1.00 Ordinary

£1.00 Crdinary
£1.00 Ordinary
£1.00 Crdinary

£0.000025
Ordinary

£1.60 Ordinary
£1.00 QOrdinary
£1.00 Grdinary

£1.00 Crdinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Crdinary

£1.00 Ordinary
£1.00 Ordinary
£1.00 Crdinary
£1.00 Ordinary

€0.0012 Ordinary
£1.00 Ordinary
PLZ50.00 Crdinary
ZAR1.00 Ordinary
USS$1.00 Ordinary
£1.00 Grdinary
£1.00 Ordinary
€1.00 Ordinary
£1.00 Ordinary
US$1.00 Ordinary
£1.00 Qrdinary
£1.00 Ordinary

CHF1.00 Ordinary
£1.00 Ordinary

€1.00 Ordinary
£1.60 Ordinary
£1.0¢ Ordinary
£1.00 Grdinary

£1 00 Ordinary
£1.00 Ordinary

m

00 Ordinary

£1.00 Ordinary
£1.00 Ordinary

£

e

.00 Crdinary

£

e

.00 Qrdinary

Share class

]

Capita Group Insurance PCGC Limitad #7 *

Capita Group Limited {in liquidaton) '
Capita Group Secretary Limited (D) ®

Capita HCH Limited ®

Capita Health and Wellbeing Limited ®

Capita Health Holdings Limited ®
Capita Holdings Limited ¥ *
Captia IB Solutisns (HK) Limited "’

Capita }B Solutions (Irefand) Limited ®

Capita |1B Solutions Limited ?
Capita India Private Limited

Capita Insurance Services Group Limited ®

Capita insurance Services Holdings Limited *
Capita Insurance Services Limited ¢
Capita International Limiteq ?

Capita tnternational Retirement Bensfit Schemns
Trustees Limited ® *

Capita Ireland Limited 8 -

Capita IT Services (BSF) Limited °

Capiia 1T Services Holdings Limited °

Capita |T Services Limited 2

Capita Justica & Secure Services Holdings Lirmited ¥
Capita Land Limited (in liquidation) *

Capita Leamning Limited ¥

Capila Legal Services Limited * *

Capita Lile & Pensions Regulated Services Limited ® -
Capita Life & Pensions Services Limited ¥ =

Capita Life and Pensions I[nternational Linuted ¢

Capita Life and Pensions Services (Isie of Manj
Limited **

Capita Managed IT Solutions Limiied =
Capita Mclarens Limited '

Capita Mongage Administration Limited ?
Capita Morgage Software Solutions Limited ®
Capita Norman + Dawbarn Uinited (D)7 0.

Capita Offshore Services Private Limited ({in
liguidation) %

Capita Pension Solutions Limited 8

Capita Property and Infrastruecture {Structures)
Limited ®

Capita Praperty and Infrastructure Consultants LLC

(in hquidatiany ? *
Capita Preperty and Infrastructure Holdings Limited ©

Capita Property and Infrastructure International
Holdings Limited (O3 ¢

Capita Properly and Infrastructure International
Limited {D)°

Caplita Properly and Infrastructure Limited ®

£1.00 CG1
£1.00 CIC2
£1.00 Ordinary
£1 00 Qrdinary
£1.00 Ordinary
£1.00 Crdinary

£1.00 Crdinary

£1.00 Ordinary
£1.00 Ordinary

HKD1.00 Ordirary A
HKD1.00 Ordinary B

€1.00 Ordinary

£1.00 Ordinary
INR10 00 Ordinary
£1.00 Ordinary

£1.00 Crdinary
£1.00 Ordinary

£1.00 Ordinary
£1.00 Ordinary

€1.00 Ordinary
£1.00 Qrdinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 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
£1.00 QOrdinary
NGN{.00 Ordmnary
INR10.00 Qedinary

£1.00 Ordinary
£1.00 Ordinary

AED1,000.00
Crdinary

£1.00 Crdinary
£1.00 Ordinary

£1.00 Ordinary

£1.00 Ordinary
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Company name
Capita Resourcing Limited ?

Capita Retail Financial Services Limited ¥

Capita Retain Limited

Capita Retain (USA) LLC *2

Capita Scotland (Pension) Limited Partnership 2
Capita Scotland General Partner {Fension) Limited 7%

Cagita Secure Information Solutions Limited ®

Capita Shared Services Limiled ® *

Capita Southampton Limited ¥

Capita Symands (Asia) Limited ®

Capita Symonds India Private Limited {in liquidation) 28
Capita Symonds Saudi Arabia Limited (D) '

Capita Travel & Events Holdings Limited °

Capita West GmbH %

Capita Workforce Management Limited ®
CAS Services US Inc #

CCSL Services Limited {in liguidation} ?
CHKS Limited ®

Clinical Solutions Acquisition Limited *
Clinical Sclutions Finance Limited ?
Clinical Solutions Group (Internationaf) LLC (D) ¢
Climical Solutions Holdings Limited ¢
Clinical Solutions International Limited 9
Clinfeal Solutions 1P Limited (D) 8
Complete Imaging Limited (in liquidation] '
Computeriand UK Limited ¢

Gontact Associates Limited °

GPLAS Trusteas Limited (D)

CS Clinical Solutions India Private Limited {in hquidation) 28

Cymbio Limited (in liguidation)
Daisy Updata Gomimunications Limited 22 &

Debt Solutions (Holdings) Limited 7

Oragonily Technolegy Solutions (1d ¥ G

OSTBTO LIMITED *# <

Duke 2021 Topco Limited ¢ »

E.B. Consultants Limited (D) ?

Electra-Net (UK} Limited ?

Electra-Net Group Limited (in liquidation) *
Efectra-Net Holdings Limited (in liguidation) '
Emercom Lid (In Ilquidation) *

Entrust Support Services Lirmnited %2 ¥
Equita Limited #

Equitable Holdings Limited (D) ©

Edreka Assessoria Empresarial Lida (D) ' ¢
Euristix (Haldings) Limited ?

Euristix Lirnited *

Share class

Company name

Capita plc
Annual Report 2022

Share class

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
N/A
N/A
£1.00 Ordinary

£1.00 Ordinary
£1.00 Crdinary
£1.00 Ordinary
£1.00 Ordinary
INR10.00 Ordinary
NAA

£1.00 Crdinary

£€25,000.00
Ordinary

£1.00 Ordinary
USS$1.00 Ordinary

£1.00 Crdinary
£1.00 Crdinary
£1.00 Ordinary
£1.00 Ordinary
MNiA

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
INR10.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary B
£1.00 Ordinary
£0.000001
Ordinary

£0.000001 A
Ordinary

£0.001 Qrdinary
£1.00 B Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary X
£1.00 Crdinary
£1.00 Ordinary
BRL1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary

Evolvi Rail Systems Limited ®

Expotel Hotel Reservations Limited {in liquidation} '
Fera Science Limited ®"

Fire Service College Limited ¢

FirstAssist Services Limited *

Full Gircle Comtact Centre Services (Proprietary)
Lirmited

GCiszsings Truslees Limited {in liguidation) '
Grosvenor Career Serviges Limitad (0]

Mealth Analytics Ltd (in liquidation) ©

Level Financial Technology Limited

Liberty Printers (Ar And Rf Reddin} Limited
Market Martgage Limited *-

Metacharge Limited {in liquidation) !

NYS Corporate Lid. (in liquidation)’

Octal Business Solutions Limited ¥

Optilead Inc. (in liguidation)

Optilead Limited {in liquidation) '

PageOne Communications Limited ®

RE (Regional Enterprise) Limited 7
Retain International {Holdings) Limited ®
Retain international Limied (D) ¥

Ross & Aoberts Limited ®

Shj Benefit Consultants Limited (D) 8

Sb] Professional Trustees Limited (D) *
SODP Regeneration Services 2 Limited (in liquidation} !
Security Watchdog Limited (in liquidation) '
Smart DCC Limited *

Stirling Park LLP ®

Synaplic Software Limited ®

Tascor £ & D Services Limited ?

Tascor Services Limited ®

TELAG AG ™

The G2G3 Group Ltd.

Thirty Three Group Limited ¥

Thirty Three LLP #

Thifty Three APAC Limited (D) **
ThityThree USA inc. *#

Updata Infrastructure {UK) Limited ¢
Updata Infrastructure 2012 Limited (0) ¢
Urban Vision Partnership Limited ¥ =
Ventura {India) Private Limited
Ventura (UK} india Limited

Venues Evenl Management Limited (in liquidation) '
Voice Marketing Limited ®

Western Morigage Services Limited ®
Woolf Limited ®

£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary B
£1.00 Ordinary
£1.00 Qrcinary
ZAR0.01 Ordinary

£1.00 Ordinary
£1.00 Ordinary
£1.90 Qrdinary
£0.001 Ordinary
£1.00 Ordinary
£0.061 Ordinary
£1.00 Qrdinary
£1.00 Ordinary

£1.00 Ordinary

UJS5$0.001 Commen
Stock

£1.00 Ordinary
£1.00 Ordinary
£1.00 Crdinary A
£1.00 Crdinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
N/A

£1.00 Grdinary
£1.00 Grdinary
£1.00 Ordinary

GHF1,000.00
Ordinary

£1.00 Ordinary

£1.04 Ordinary
N/A

HKD1.00 Crdinary
US§$1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary B
INR10.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Ordinary
£1.00 Crdinary
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* Companies directly held by Capita ple.

> Shareholdings owned ind'ractly by the company and represent & 37% of the issued share capral of
subsidiary.

< Shareheldings owned indirectly by the company and recresent 5.63% of the 155.ed share capital of
subsidiary.

= shareholdings owned indirectly by the campany and represent 5.43% of the issued share capital of
subsidiary.

< Shareholdings owned indirectly by the campany and epresent %.3%% of the 1ssued share capital of
substdiary

4 spareholdings owned indirect'y by the cempany and rearesent 43% of the ssued shara capital of
subsidiary.

+sharenoldings owned indirectly by the company and represent 42.5% of the 1ssued shars capital of
substdiary.

& Shareholdings owned irdirectly oy the company and rapresent 50% of tre ssued share capital of
subsidiary.

¥ Shareholdings pwnea indirectly by the company and reprasent S0. 1% of ma 15sied share tapital of
subsidiary.

¥ shareholdings owned indirectly by the company and represent 51% of the issued share capital of
subsidiary

- sharehaldings owned indirectly by the company and represent 48.39% of the issuad share capital
of subswidiary

® Sharehaldings ownec wrdirectly by the company and represent 75% of the issued sharg capital of
subsidrary.

— shareholdings owned indirectly by the company and reoresent 97.3% of the 15sued share capitai of
subsidiary.

7 Shareholdings owned indirectly by the company and represent 26.87% of the issued share capital
of subsidiary

Capita ple
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FRegisiered office address

10.
11,
12,

13.

15,

16

17

14

20

21

22,

23

24,

25

26.

27,

28

29,

30
31

32.
33.
24,
35.

1 More London Place, Londan, SE1 2AF England

1004 Bin Hamaodak Bulding. Khahfa St PO Box 113 740, Abu Dhabi, United
Arab Emirates

10th Floor, LIBA House, Mo 57. Marina Streer. Lagos Island, Lagos, Nigaria
22 Grenwille Strest, 8t Helier, JE4 3PX. Jersey
24 Blythswood Square. Glasgow, G2 4BG. Scotland
I2n‘d F?ur. Block 5, Irish Life Centre, Abbey Street Lower, Dublin 1, 001 P767,
relan
33/34 Winckley Square. Preston, Lancashize, PR1 3EL, Engiand
2/42 Henry Street, Morthampton, Nerthamptonshire, NN 487, England
€5, Grasham Strzet, London, EG2V 7NQ. England
803 Manning House, 38 Quean's Road Central, Hong Kong
433 Manning House, 48 Quean's Road Central, Hong Kang
830 New Burton Read, Sude 201, Daver, DE. 19904, United States

gih Floor, Union Castle Building, 55 St Gearges Mall, Capa Town, Weslern
Cape, 8001, South Africa

Alameda dos Guararmomis, no 930, 1st Floor. Suite 01, Bairro, Moema, CEP
04076-011, Brazil

Atria One. 144 Mornson Street, Edinburgh, EH3 8EX Scatland
Boutne tlouse, 475 Goodstone Road, Whytelsafe, Surrey, CR3 08L, England
Centrum Biurowe Lubiez ul. Lubicz 23, 31-803 Kiakow. Polska

Gorporation Service Company, 251 Litthe Falls Drive. Wilmington, County of
Mewcastie, Defawara 19808, United States

Hardturmstrasse 101, Zarich. 8005, Switzerand

Hillview House, 51 Church Road. Newtownabbey, Co Antnm, BT36 7LQ.
Mortnern Ireland

King Abdut Aziz Street, PO Box 7052, Dammam, Saudi Arabia
Konstanzerstrassa 17, Tageiwilen, B274, Switzerland

Lindred Heuse. 20 Lindred Road, Brierfield, Nelson, L.ancashire. BBS 55R,
Ergland

Nessauer Rmg 39-21, Krefeld. 475803, Germany

Pavilion Builtting Elismuir Way, Tarncchside Park, Uddingsten, Glasgow, G71
5PW. Scotland

Plant &, Gata Ne. 2. Godre) ang Boyce Complex. LBS Marg. Pirojshahnagar,
Vixhrels (West). Mumbal. 400072, India

PO Box 33. Dorey Cour. Admiral Park St. Peter Port, Guernsey, GY1 4AT
PO Box 227, Pevenl Buildings, Pevernl Square, Douglas, Isie of Man, (M99 1RZ

Riit Accounting House, 160 Eurcka Park Upper Pemberion, Kenmington,
Ashioed, TN25 442, Engiand

Rudower Chaussue 4, Berlin, 12489, Garmarny

The Beacen. 176 St Vincent Street. Glasgow. G2 55G. Scotland

The Riverway Centre, Riverway. Stafford. ST16 3TH, England

Themistokl Denv 3, Jutia Holse, Nicosia, 1066, Cyprus

Lnt B, West Cork Tachnology Park, Clonakilty, Cerk, Ireland

Upper Ground Level, Level 1, Level 2, & Level 3, Tower B, Margapahta City
SEZ, Margapatta City. Hadapsar, Pune, 411013, India

Wsm, Connect House 133-137 Alexandra Road, Wimbledon, London, SWH19
7I¥, England
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Listed below are subsidiaries controlled and consclidated by the Group, where the directors have taken the exemplion from having an audit of
its financial statements for the year ended 21 December 2022. This exemption is taken in accordance with Section 479A of the Companies Act.

Company name rggni:}?:t?gn Company name rggzg}?:t?gn
Akinil;;_é;abt Recovery Limited ) 1242485 Capita Southampton Limited 10207908
Akinika Limited 1613010  Capita Symands {Asia) Limited 3023340
Booking Services Intarnational Limited 1833038 Capita Travel & Events Holdings Limited 6258931

Brentside Communications Limited 1991595  CHKS Limited 2442956
Brightwave Enterprises Limited 7066783  Clinical Solutions Acquisition Limited 5353896

Brightwave Holdings Limited 7462788  Clinical Soluticns Finance Limited 5337582

Brightwave Limited 4092349 Clinical Solutions Holdings Limited 53375986

BSI Group Limited 3005596  Clinical Solutions International Limited 4384761

Capila Birmingham Limited 5660977  Clinical Solutions [P Limited 5354046

Capita Customer Sciutions (UK) Limited 7886341  Computerland UK Limited 2275625

Capita Dubal Limited 10808066 Contact Asscciates Limited 5601393

Capita Employee Benefits Holdings Limited 6722404  Debt Selutions (Holdings) Limfted 3673307

Capita ESS Holdings Limited 12714191  E.B. Consultants Limited 1106104

Capita Financiai Services Holdings Limited 10016286 Electra-Net (UK) Limited 3419833

Capita Gas Registration and Ancillary Services Limited 5078781 Equita Limited 3168371

Capita HCH Limited 2384029  Equitable Holdings Limited 2239663

Capita Health and Wellbeing Limited 3185776  Euristix {Holdings) Limited 5564856

Capita Heaith Holdings Limited 6413394  Euristix Limited 5420948

Capita Insurance Services Greup Limited 2777642  Fire Service College Limited 8102633

Capita Insurance Services Holdings Limited 6041965  FirstAssist Services Limited 1404718

Capita Insurance Services Limited 1396443  Grosvenor Career Services Limited 3119327

Capita Internaticnal Limited 2683437  Liberty Printers (AR and RF Reddin) Limited 2920033

Capita International Retirement Benefit Scheme

Trustees Limited 2328910  Qctal Business Solutions Limfted 5182624

Capita IT Services (BSF) Limited 1855936 PageOne Communications Limited 04560277
Capita IT Services Holdings Limiled 5002593  Retain International (Holdings) Limited 7871708

Capita IT Services Limited 8C045439 Retain International Limited 3061744

Capita Justice & Secure Services Holdings Limited 4746912  Ross & Robens Limited 3365520

Capita Learning Limited 4968328  Shj Benefit Consuitants Limited 1834757

Capita Legal Services Limited 8540594  Sbj Professional Trustees Limited 2547932

Capita Lite and Pensjons international Limited 5952054  Stirling Park LLP 50300087
Capita Maraged IT Solutions Limited NI032979  Tascor E & D Services Limited 8980217

Capita Mclarens Limited SC021024 The G2G3 Group Ltd SC199414
Capita Mortgage Software Solutions Limited 1855363  Thirty Three Group Limited 3626724

Capia Property and Infrastructure (Structures) Limited 2082106 Thirty Three LLP QC372712
Capita Property and infrastructure Holdings Limited 3840627  Updata Infrastructure (UK) Limited 6957593

Capita Property and Infrastructure International

Holdings Lirnited 3860653  Updata Infrastruciure 2012 Limited 4342422

Capita Property and Infrastructure Internationat

Limited 2752154  Urban Vision Parntnership Limited 5292634

Capita Retail Financia) Services Limited 5206886  Ventura (UK) India Limited 5131185

Capita Scotland General Pariner (Pension) Limited 5C434757 Voice Marketing Limited 5820091

Capita Secure Information Solutions Lirnited 1563831  Woolf Limited 1564535
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In this section

In this section we have provided you with some key information
to manage your shareholding in Capita pic.

Useful websites

Capita {www.capita.com/investors)

Our corporate site is our main external communication channel where
we shawease our services, solutions and innovatians from across the
wider Company. It also contains an investor section, where institutional
and private shareholders can access the latest announcements,
financial and statutory information and reports.

Sharehaider portal (www.capitashares.co.uk)

Capita’s register of shareholders is maintained by Link Group. Our
shareholder portal is a secure online site where you can manage your
sharehoiding quickly and easily. You can manage many aspects, such
as viewing vour holding, updating contact details, managing dividend
payments, requesting to receive shareholder communications by email
and registering. To register you will need your investor code, which can
be found on your share certificate or dividend confirmation.

e-communications

Heip us communicate with you in a greenar, more efiicient and
cost-effective way by switching from posial to email communications,
which means that we will notify you by email each time new shareholder
communications have been placed on the Capita website.

Registering for e-communications is very straightforward. Go to our
shareholder portal www.capitashares.co.uk. Further information about
our sharehaolder portal is below.

Managing your shareholding

We aim to communicate effectively with our shareholders, via our
website www.capita.com/investars. Shareholders whe have questions
relating to the Graup's business or wish to receive fuither hard copies
of annual reports should contact Capita’s investor relations team on
+44 (0) 7720 169 269 or email: IRTeam@capita.com

If you have any queries about your sharebolding or dividend payments
please contact the Campany's registrar, Link Group:

Link Group

10th Floor

Central Sguare

29 Wellington Street
Leeds LS1 4DL

Email: shareholderenguiries@linkgroup.co.uk

Tel: +44 (0) 371 664 0300 (Calls are charged at the standard
geographic rate and will vary by provider. Calls outside the United
Kingdom are charged at the applicable international rate.)

Lines areg apen 9.00am — 5.30pm, Monday to Friday excluding pubiic
holidays in England and Wales.

Company contact details

Registered office

Capita ple

65 Gresham Sireet

London EC2V 7NQ

Tel: 020 7799 1525

Registered in England and Wales with registration number; 02081330

investor Relations
IRTeam@capita.com
Director of Investor Relations — Helen Parris

Company Secretariat
secratariat@capita.com
Chief General Counsel and Company Secretary — Claire Denton

Company advisers

Independent auditor
KPMG LLP

Corporate brokers
Barclays Bank plo

Numis Securities Limited

Bankers
Barclays Bank pic

Citicorp Narth America, Inc
Goldman Sachs Internalional Bank
ING Bank NV, London Brangh
Lloyds Bank ple

National Westminster Bank plc

Corporate communications
Powerscourt

Registrars
Link Group
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The Group presents various alternative performance measures (APMs) as the performance of the Group is reporied and measured on this
basis internally. This includes key performance indicators (KPIs) such as adjusted revenue, adjusted profit before tax, adjusted earnings per
share, free cash flow hefore business exits, and gearing ratios.

These APMs should not be viewed as a complete picture of the Group's financial performance which is presented in the reported results. The

exclusion of certain items may result in a more favourable view when costs such as acquired intangible amortisation and impairments of
goodwill are excluded, These measures may not be comparable when reviewing similar measures reported by other companies.

Closest equivalent IFRS
AP measure Detinitien, Purpose and Recongiliation

Adjusted revenue Revenue Calculated as revenue less any revenus relating to businesses that have been sold, or exited during
the year or prior year; or, are in the process of being soid, or exited.

This measure of revenue is used internally in respect of the Group's continuing business {heing the
Group's continuing activities, which exclude business exits) and the Board believes it is a good
indication of ongoing performance.

The table below shows a reconciliation between reported and adjusted revenue. as well as adjusted
revenue growth:

2022 2021
Reported revenue per the income statement £3,014.6m £3,182.5m
Deduct: business exits (note 2.2.1) (£168.8m) (£404.7m)
Adjusted revenue £2,845.8m £2,777.8m
Adjusted revenue growth 2.4 % 0.1 %
Adjusted Operating profit  Calculated as reperted operating profit excluding items determined by the Board to be outside

operating profit underlying operations. These items are detailed in note 2.4.

The Board believes that this measure is useful for investors because il is closely monitored by
management to evaluate the Group’s operating performance and to make financial, strategic and
operating decisions.

‘.

' A reconciliation of reported to adjusted operating profit is provided in note 2.4,

Adjusted Operating profit ~ Calculated as the adjusted operating profit divided by adjusted revenue.
operating profit  margin ) ) o ) . o
margin This measure is an indicator of the Group's operating efficiency.

The table below shows the components, and caiculation, of adjusted operating profit margin:

2022 2021
Adjusted revenue a £2,845.8m £2.777.8m
Adjusted operating profit (note 2.4) b £102.9m (£77.7m)
Adjusted operating profit margin b/a 3.6 % (2.8)%
Adjusted EBITDA EBITDA Calculated as adjusted operating profit for the last twelve manths before: depreciation, amortisation

and impairment of property, plant and equipment and intangible assets; net finance costs; and the
share of results in assoclates and investment gains {other than those already excluded from
adjusted operating profit).

The direclors believe that adjusted EBITDA is a useful measure for investors because it is closely

monitored by management to evaluate Group and divisional operating perforrmance and is the basis
of the measure agreed with the lenders for the purpose of measuring compliance with covenants.

This measure has been calculated pre and poest IFRS 16 to enable invesiors to understand the
impact of the Group's lease portfolio on adjusted EBITDA.

The table below shows the calculation of adjusted EBITDA:

Post IFRS 16 Pre IFRS 16
2022 2021° 2022 2021°
Adjusted profit before tax £73.8m (£122.8m) £79.0m (£117.6m)
Add back: adjusted net finance costs {note 4.3} £34.9m £44 5m £16.5m £25.0m
Add back: adjusted depreciation and impairment
of property, plant and equipment (note 3.2) £45.4m £49.4m £45.4m £49.4m
Add back: depreciation and impairment of right-of-
use assets (note 3.5) £53.3m £81.5m £—m £—m
Add back: adjusted amortisation and impairment
of intangibles (nofe 3.3) £37.2m £89.8m £37.2m £89.8m
Remove: Share of results in associates and
investment gains (income stalement) {£5.8m) £0.6m {£5.8m) £0.6m
Adjusted EBITDA £238.8m £143.0m £172.3m £47.2m

Adjusted EBITDA margin 8.4 % 51 % 6.1 % 1.7 %
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Definition, Purpose and
Reconciliation

Adjusted profit
before tax

Profit before tax

Calculated as profit or loss before tax excluding the items detailed in note 2.4 which include: business
exits (frading resulls, non-trading expenses, and any gain/{loss} on business disposal); acquired
intangible amortisation; and impairment of goodwill and acquired intangibles.

The Board believes that this measure 1s useful for investors because it is closely monitored by
management to evaluate the Group’'s gperating performance and to make financial, strategic and
cperating decisions.

A reconcifigtion of reported o adjusted prafit before tax is provided in note 2.4,

Adjusted profit
after tax

Profit after tax

Calcutated gs the abave adjusfec}; profit or loss before tax, less the tax credit or expense on adjusted
profit or loss.

The table below shows a reconciliation:

2022 2021
Adjusted profit/{loss) before tax (note 2.4) £73.8m (£122.8m)
Tax on adjusted profit/(loss) (note 2.6.1) £31.8m (£4.0m)
Adjusted profit/(ioss) after tax £105.6m (£126.8m)

Adjusted effective Tax rate

tax rate

Galculated as the income tax credit or expense on the adjusted profit or loss before tax divided by the
adjusted profit or loss before tax.

The effective tax rate for 31 December 2022 is calculated from the current year eiements of
corporation {£12.6m) and deferred taxes (£(52.5)m) (2021: £(14.5)m and £60.3m respectively), which
exclude one-off items.

The Board believes that this tax rate provides an indicatlion of the effective average tax rate across
the Group on adjusted profit before tax.

For further informatian refer to note 2.6,

Adjusted hasic

earnings per share

Basic earnings
per share

Calculated as the adjusted profit’{loss) for the year after tax less non-controlling interests divided by
the weighted average number of ordinary shares outstanding during the year.

The Board believes that this provides an indication of basic earmings per share of the Group on
adjusted profit after tax.

For the calculation of adjusted basic earnings per share refer to note 2.7.

Adjusted diluted
earnings per share

Diluted
earnings per
share

Calculated as the adjusied profit/(loss) for the year after tax less non-controlling interests dividad by
the weighted 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 ditutive
potential ordinary sharas into ordinary shares.

The Board believes that this provides an indication of diluted earnings per share of the Group on
adjusted profit after tax.

For the calculation of adjusted diluted earnings per share refer to hote 2.7.

o

L

Cash flows

generated/(used)

by operations

before business

exits

Cash

generated /
{used) by
operations

Calculated as the cash flows generated from operations excluding the iterms detailed in note 2.10.2
which includes: business exits (trading results, non-trading expenses) and pension deficit
contributions which have been triggered by disposals.

The Board believes that this measure is useful for investors because it is closely monitorad by
management to evaluate the Group's operating performance and to make financial, strategic and
operating decisions.

A reconciliation of reporied to cash generated/{used) by operations excluding business exits is
provided in note 2.10.2.

Free cash flow

before husiness

exits

Net cash flows
from operating
activities

Calculated as cash generated from operations after: capital expenditure; income tax and interest; and,
the proceeds from the sale of property, plant and equipment and intangible assets, but before the
impact of business exits.

From 1 January 2022, the Board considers free cash flow and cash generated from operations before
business exits provide a more representative measure of the sustainable cash flow of the Group.

Free cashflow is a measure used o show how efficient the Group is at generating cash and the
Board believes it is useful for investors and management to measure whether the Group has enough
cash to fund operations, capital expenditure, debt and pension obligations, and dividends.

A reconciliation of net cash fiows from operating activities to free cash flow is provided in note 2.10.1
and a reconciliation of reported to free cash flow excluding business exits is provided in note 2.10.2.
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APM measure Definition, Purpose and Reconciliation

Adjusted Operating cash Celculated as operating cash flow before business exits divided by adjusted EBITDA.

operating cash conversion The Board believes that this measure is useful for inveslors because it Is closely menitored by

conversion management to evaluate the Group’s operating performance and to make financial, strategic and
operaling decisions.

2022 20217

Adjusted EBITDA a £238.8m  £143.0m
Working capital {£32.7m) (£113.6m)
Non-cash and other adjustmertts (£44.7m} F38.6m
Operating cash flow before business exits b E161.4m £68.0m
Adjusted operating cash conversion b/a 67.6 % 476 %

Net debt Borrowings, cash, Calculated as the net of the Group's: cash, cash equivalents and overdrafls; private placement laan

derivatives, leass
liabilities and
deferred
consideration

notes debt; other loan notes; currency and interest rate swaps; lease liabilities; and deferred
consideration

The Board believes that net debt enables investors to see the economic eftect of debt, related
hedges and cash and cash equivalents in total and shows the indebtedness of the Group.

The calculation of net debt Is provided in notes 2,10.3 and 4.1.1

Calculated as the sum of the Group’s: cash, cash equivalents and overdrafts; the fair value of the

Net financial debt  No direct

{pre-IFRS 16) equivalent Group’s private placement loan notes; other loan notes; and deferred consideration.
The Board believes that this measure of net debl allows investers to see the Group's nef debt
position excluding its IFRS 16 tease liatilities.

2022 2021

Net debi (note 4.1.1} £482.4m  £879.8m
Remove: IFRS16 impact (note 4.4) (£397.5m) (£448.4m)
Net financial debt (pre-IFRS 16) £84.9m £431.4m

Gearing: netdebt  No direct This ratio is calculated as net financial debt (pre-IFRS 186) divided by adjusted EBITDA over a

to adjusted equivalent rolling twelve month period including business exits not yet completed at the balance sheet date.

EBITDA ratio

The Beard believes that this ratic is useful because it shows how significant net debt is relative to
adjusted EBITDA.
This measure has been calculated including and excluding the impact of IFRS 16 leases on

EBITDA and net debt because the Board believes this provides useful information to enable
investors to understand the impact of the Group's lease portfolio on its gearing ratio.

The 1able below shows the compoenents, and calculation, of the net debt / net financial debt {pre-
IFRS 16) to adjusted EBITDA ratic:

Post IFRS 16 Fre IFRS 16

2022 20217 2022 20212
Adjusted EBITDA £238.8m £181.7m  E£172.3m £85.9m
EBITDA in respect of business exits riat yet
completed £1.3m £32.2m £1.3m £32.2m
Adjusted EBITDA (including business exits not
yet completed) £240.1m  £213.9m £173.6m  £118.1m
Net debt / net financial debt (pre-IFRS 16) £482.4m £679.8m £64.9m 2431 .4m
Met debi / net financial debt (pre-IFRS 16} to
adjusted EBITDA ratio 2.0x 4.1x 0.5x 3.7x

1. 202 | adjusted results have been re-presented - please refer to nole 2.4 for further details.
2, 2021 adjusted EBITDA has been se-presented excluding changes in business exits - please refer Lo note 2.4 for furlher details,

New APM in the year

Definition updated in the year

Comparatives re-presented
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