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Adfusted revenue’

£3,647.4m

(2018: £3,814.7m)

Reported revenue

£3,678.6m

(2018: £3,918.4m)

Adjusted profit before tax®

£275.0m

(2018: £281.2m})

Reported {loss)/profit before tax

£(62.6)m

(2018: £272.6m}

1. Ratfer to ghemative parfarmance measuras
(APMS) on pagas 187-188.

2 Rafer to note 2.10 to the consolidaled
financial statemants.

Group financial
performance

Adjusted eamings per share'

13.09p

{2018: 16.33p)

Reported (loss)/earnirgs per share

(4.18)p

(2018: 17.99p)

Adjuseted freo cash flow?
£(61.3)m
{2018: £(78.8)m)

Heporlea free cash flow

£(213.0)m

(2018: £(260.5)m)

Strategic

report
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Strategic Capita at
report a glance

About us

Capita is a consulting, digital services and software business. We work across a range of sectors,
" . . . . 8 . partnering with our clients and providing the
We deliver innovative solutions to simplify the connections between insight, innovalive solutions and cutting-edge

N - - . N them to focus on what they do best and
We partner with clients to transform their businesses and services. emaking people’s lives easier and simpler.

We do complex and difficult things so clients don't have 1o.
Private sector Public sector

Part of the fabric of UK saciety, we help millions of people every day. - Banking and - Central gavernment

But we know that, to be a truly responsible business, Capita must financial senices . | ocal government

change; and that is why we are transtorming — on behalf of our clients, * Insurance - - Education

the people and societies we serve, and all our stakeholders. * Life and pensions . Emergency
. + Retail services

« Telecoms and » Health

media - Police and justice
- Transport « Science
« Utilities

businesses and customers, and between governments and citizens. technologies that give ime back, allowing .

Our divisions

Capita has six operating divisions: tive — Software, People Solutions, Customer
Management, Government Services, and Technology Solutions - are focused

on key growth markets; and the sixth, Specialist Services, contains standalone
businesses being managed on a portfolio basis to maximise value. The six divisions
are supported by 2 common set of company-wide capabilities and functions.

Growth platforms Value platform

Software People Solutions Customer Management Specialist Services
Specialist, high-margin Integrated human resources Transforming customer Standalone businesses
enterprise products services and products experience for our clients managed for value

o 7o

Revenue Revenue G Revenue Revenue

contribution contribution contribution coentribution
10% 14% 22% 21%

Government Services Technology Solutions gnal hnang Divisional delails and

_ 1 jaital {T and connectivity 5 ¢ 5 pre performance can be found
TECI? enabled.rpub it sector Digita starling on page 20
business services solutions

ca

Revenue Revenue 147-188

contribution contribulion
21% 12%
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Our strategy

QOur plan is to do

fewer things, better

We are simplifying and strengthening

to succeed as a business that: is truly
responsible and predictable; generates
sustainable revenue growth and cash flows;
simplifies services, reduces costs and
frees up time; creates better experiences for
end-customers; is innovative and creative;
has an improved reputation, based on
competence and integrity; and creates
betier outcomes for all stakeholders.

@

ol6”0 00000000 000000000000

Capita al 8 glance

Simplify

» Define clear value
propositions for defined
markets/sectors

* Standardise and
consclidate core
business processes

« Rationalise our portfolio
of value propositions
and business unils

- Clarity governance
and decision-making
procedures

« Empower our peaple
to deliver for clients

Strengthen

= Invest in the right people
with the right values
and behaviours

* Ensure our people
are engaged in and
understand the
company transtormation

« Equip our people with the
right toals for creating
better outcomes

= mprove operational
and programme
delivery capability

« Invest in capability for
growth, including client
value propositions (CYPs)

* Improve Innovation and
build digital capability

» ClarHty our desired capital
structure and allocation

Strategic

repord

Succeed
As a business that:

« Is truly responsible
and predictable

» Generates sustainable
revenue growth and
cash flows

- Simplifies services,
reduces costs and
frees up time

- Creates better experiences
for end-customers

- Is innovative and creative

« I5 seen as trustworthy and
has an improved reputation

- Creates better outcomes
for all stakeholders

Our people and
international dimension

While we are the UK's targest business
processes aulsourcing (BPQO) provider,

we also have a growing internaticnal

operation and sales focus.

We have muiteple capabilities within our glabal
netwark, vath almast 20,000 of our 61,000 people
based outside the UK. with colleagues in Germany,
Ireland. Poland, Switzerland, the United Arab Emirates
and the United States. We now have more than 8,600
cofleagues in India and 4.000 in South Alrica

The ngw Capita is evolving as a consuling, digital

services and software business wilth an increasingly
imernational tootprint, which delivers belter outcomes
for all its stakeholders — and values all s people,
whatever their roles and wherever they work

More atout our peeple
strategy can be found

on pages 32-35.
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Strategic Chairman’s
report introduction

Créafting
better

“Increasingly, Capita is
recognised as a purpose-led
company, sincere in its
commitment to responsible
business and driven to
make a positive contribution
to society.”

Sir lan Pawell
Chairman

4 Capha pie Anhual Report 2019

Capita lg part-way through a multi-year
transformation and, as we transform, we
are guided by our common purpose. We
defined this In 2019 as ‘we create better
outcomes' for all our stakeholders — our
people, clients and customers, suppliers
and partners, investars, and soclety. Our
purpose sits at the heart of everything

we do and informs all strategic decisions.

Capita employs 61,000 people and every
day we touch the lives ol millions through
the provision of vital services. We aspire
to use our position within society to be a
force for good and, through our actions,
drive progress for the individuals and
communities we serve.

In 2019, we saw a positive shift in our
reputation and how we are perceived.
Increasingly, Capita is racognised as a
changing, purpose-led company that is
sincere in its commitment to 1esponsible
business and driver to make a positive
contribution 10 society.

Over the course of the year, we continued to
make good progress with our transformation
- and we achigved most of what we set out
to do and was within our control. However,

it proved more challenging than anticipated,
in terms of complexity and cost, due to the
depth of the turnaround required. Extarnal
factars also affected our progress, including
political uncertainty and testing trading
conditions in our core UK market.

0000000000000 00000000O0CO0




| would like to thank our shareholders
for their continued patient support. The
progress we have made in transforming
the business now needs to be reflected
in a return to organic revenue growth
and improved financial performance.

The Board and governance

in 2019, as we continued to strengthen
governance, Capita became the only
FTSE-listed company to appoint twa
employees from its wider workforce as
riori-executive directors. This was done ta
broaden the perspective of the Board and
ensure the voices of colleagues inform
strategic decision making at the highest
level of the business. Our employee
directors, Lyndsay Browne and Jaseph
Murphy, joined the Board in July and have
brought fresh and welcome insight.

In Octaber, we welcomed Georgina Harvey
to the Board as an Independent non-
executive director and the new chair of the
Remuneration Committee. | would like to
thank John Cresswell, who continues as

a non-executive director, for leading the
commitiee from 2015; and thank all the
members of the Board for thelr continued
support and contribution throughout the year.

Cuiture and diversity

We made good progress in 2019 towards the
goal of making Caplta a place in which our
people can thrive and have the opportunity to
develop their potential to the fullest. As well as
defining our common purpose, we articulated
the vatues and the behaviours we expect all
colleagues to demonstrate. We improved

employee benefits, including a pledge to
pay all UK employees the real living wage
as a minimurn. Industry-leading talent was
reciuited to key positions, including four
new divisional executive officers, and
senior hires were made in our new Capita
Consulting business.

When | joined Capita as Chairman, the other
members of the Board and | comrnitted to
promaote greater gender diversity across the
whole organisation, particularly at senior
levels; and | am pleased to report that gender
diversity at senior levels improved over the
past year. The company is now ranked 70th
in the Hampton-Alexander Review, which
measures fermale representation within FTSE
250 senior manegement teams. Our 2019
ranking represents a climb of 40 places from
2018% review, and an improvement of 152
places since 2017.

However, there is still much to do. ltis
disappointing that our gender pay gap across
the company has increased. We are also
very conscious that, despite some progress
at the Executive Committee level and in
senior management positions, we have no
ethnically diverse representation on the
Board; we will increase our focus on these
key areas.

Our place in society

Over the past year, we continued o be
mindful of the position Capita occupiesin
society and the opportunity we have to help
drive sacial progress. If we are to fulfil the
potential of the crganisation, we must make
a significant contribution to the societies in
which we operate. This is not just for

{

Our values

UnderneathieachlvalleXweveidentiied the,behaviourswe expectirormeaveryone

whoworks herelanduwereworking hard loembed cunvalues.and behaviours 1o
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Chairman's introduction

Strategic

report

business reasons, but because it's

the right thing to do - and the only way.
i our view, that any business can create
a truly sustainable future.

We are making progress, including the
launch of our first responsible business
strategy which sets out our prierities 1o
ensureg we maximise the benefits we create
for the individuals and communities we
serve, and minimise our negative impact
on the environment. We have made a
commitment to sacial mobillty, sponsoring
the UK Social Mobility Awards for a sacond
consecutive year, and working to facilitate
sogial mobility for young peopie from
disadvantaged backgrounds. We also
published our tirst supplier charter, which
ensures dealings and payment practices
with our 26,000 suppliers make us a good
partner with which to do business.

Looking forward

Atthe end of 2019, Capita was better
positioned to pursus its growth strategy than
it was at the start of the year. The business
is now hetter invested, better govemed and
better equipped to achieve a sustainable
future. Our client fist remains outstanding
and we have done much work to deepen
existing relationships and create new ones.
We look forward to an improvement in
trading conditions.

| would like to thank all our people for their
hard work and commitment in 2019. There
is still much more to do at Capita, butlam
confident in the team and the work being
undertaken to drive the business towards
long-term, sustainable growth.

Better
outcomes

Community investment

£2.8m

(2018: £1.5m)

D For more inlarmation about aur
peog commurity lnvesimeni, golo
www.Ccapifa.com/responsible.business

Capita plc Annusl Roport 2018 5



Strategic Business
report modei

How
we create
value

Our expertise
and resources

Market expertise

We have deep understanding of our
clients and their markets; for example,
in customer engagement, education
software, recruittnent processes and
government services.

Technological resources

We otter technology-led, digitally enabled
complex services and solutions. We are
increasing investment in digital and
softwdre development,

Client relationships
We form longstanding partnerships with
a wide range of clients, from blue-chip

businesses to the pubiic sector, to transform

their businesses by delivering insight and
innovative solutions.

Deliver

¥ie provide salware and
and digitally enabled

servioes and operations, often
undar multl-year contracts

6 Cepha plc Annual Aapart 2018

Capita is a consulting, digital services and software
business. We are focused on creating value and better
outcomes, by working coliaboratively with our clients
as partners. We provide consuiting and professional
services, drawing on our practical experience; provide
digitally enabled services and solutions, often under
multi-year contracts; and sell software licences and
support. We consult, change and deliver.

Our people

We are a people-focused business,

built around 61,000 skilled and committed
employees who have deep understanding
of our clients’ markets and needs.

Internationat infrastructure

We have growing international operations,
with akmost 20,000 people delivering
technology solutions and customer
engagement services, principally in
Europe, india and South Africa.

IConsult

Wa wark callaborativaly with

cltents aa partnars, drawiitg

on aur practicai expevience
andl delivering selutions

Capita is a consuling,
Qlgital services ang
soitware business

Wa create lnnovative
solutions to transform
businssses and services

What we do >

as a business

At Capita, we provide consulting,
digitally enabled services and software.

Qur consulting business:

« Works collabaratively with clients
as trusted consultants and
long-term strategic partners

- Proactively identifies opportunities
within client businesses

« Generates forward-looking insights
by analysing, researching and debating
trends and data

+ Supports the design, development
ang implementation of better solttions
for clients

- Maximises opportunities on behall
of all Capita, driving our pipeline
and creating pull-through revenue

Our digitally enabled services:
+ Improve process quality, reliability
and efficiency

- Help reduce risk and cost

» Create new opportunities for clients

- Allow clients to focus on what they do best
~ improva end-customer expeariencas

Our software:

« Helps simplify services

* Assists better decision making

* Provides information

» Gontributes to process acceleration

* Frees up time




Generating
financial value

We cperate in large and growing markets,
at scale and often with significant market
share. We generate revenue, profitand
cagh flow by providing valusble services
1o our clients, consistently and efficiently
over the long term.

Transformational services

Clients procure our digitally enabled
services and network solutions through
confracts, often long-term, to effect
significant change in their businesses.

In 2018, 87% of Group revenue was
underpinned by contracts of one year

or more. Qur order book at 31 December
2019 was £6.7bn.

Software licences and support

We provide clients with business-critical
software products, earning recurring
revenude from implementation, annual
licence fees and revenue from ‘software
as a service' arrangements. 10% of Group
revenue is derived from Software.

Transactional services

Approximately 13% of our adjusted revenue
comas from our transactional businesses
where we eam fees for professional
services provided to our clients across

a wide range of functions. In 2019 this
represented £469m of adjusted revenue,

Efficient operations

Running our business as efficiently as we
can ellows us to pass savings through ta
our clients and customers over the long
term, as well as generating value for our
stakeholders. Adapting new technologies
such as automnation is a key driver - during
2019 we built one of the largest automation
teams in the UK.

Generating cash flow

During the early stages of our multi-year
turnaround we have committed significant
funds to fixing and stabilising the business.
During 2020 we expect to turn free cash
flow from a £61.3m outflow to an inflow of at
least £160m, in line with market consensus.

Busingys modet

Better outcomes
for stakeholders

We are focused on creating better
outcomes for all our stakeholders.

Our people
by providing an environrnent in
which they can thrive and develop

72%

People survey engagement
(2018: B6%)

Clients and customers
by delivering solutions, transforming
sarvices and delighting them

+22pts

Positive points swing in
customer net promoter scara’
(2018: +24pis)

Suppliers and partners
by treating them fairly and
encouraging them to deliver

97%

Suppliers paid within 60 days?
{2018: 97%)

investors
by detivering impraving returns

£(61.3)m

Adjusted free cash flow*
(2018: £(78.8)m)

Society
by acting as a responsibie business
for the communities we serve

5.9%

Reduction in carbon footprint*
(2018: increase of 4.9%)

Strategic
report

Better
outcomes

Instilling cenfidence in business:
transport company Go-Ahead
was incurring significant costs
due to fraund. We introduced
Optimize, Pay360's fraud
detection software. helping
them to cantrof and manage
their systems, while saving time
and money. In total, more than
£4m of fraud was prevented.

ne via our annual
ne number of clienis
G would recmm s asuppher
2 Datan ¢ rGugh Capda UK con
3 o] 2101  financa! slat
4 Reduclignin g 1 EISSions
par Faa om 2018 basetire
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Strateglc Chief Executive
report Officer’s review

Better
positioned
for growth

o

“We have made significant
progress over the last
two years, laying the
foundations for a more
focused, predictable and
sustainable business.”

Jon Lewis
Chiet Executive Oflicer

8 Capita pie Annual Report 2019

Capita is two years into a multi-year
transformation to become a truly
progressive, purpose-led, responsible
business. Over that period, we have
made significant progress, laying

the foundations for a more focused,
predictable and sustainable business.

We have continued to work hard to deliver on
tha commitments of our strategy — to simplify,
strengthen and succeed. But there is more
to do to achieve our goals and, while we are
convinced that the plan remains the right
one, not everything has worked in our favour.

We started to rebuild the organisation

in 2018, reorganising our divisions and
crealing robust, accountable and centralised
functions which define how we do things
company-wide. We defined our purpose

and implemented our operating model.

We deleveraged our balance sheet and
agreed a pension deficit reduction plan.

1n 2019, we continued to simplfy and
strengthen the organisation, fix lagacy
issues, invest in aur people, rebuild trust with
clients, cut cost, improve controls and reduce
risk. We invested significantly in our growth
capability and the organisation’s products
and services, particularly in cansulting, digital
services and software. This will allow us to
stimulate and maximise future higher-margin
growth opporiunities in areas where Capita
has a compettive advantage and whete

we can offer cross-sell opportunities

within the Group.

000000 Q000000 OCOCEOEOEODOOOOEOO
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During 2018, we also improved the
operational pertformance that has weighed
on our finances, failed to reflect our client
ambitions and sapped the energy of

our peopie for some time. We have
embedded a more disciplined approach

to bidding through our contract review
committee, which halps to ensure we have
derisked the business for the future. The
executive commitlee aversees contract
implementation, supported by our investment
in skiled programme managers.

Cost compelitiveness and efficiency are
now also embedded throughout Capita and
we achieved £105m of year-on-year savings
during 2019, Gelivering our target of a
cumulative £175m within two years. This
followed changes to divisions and business
units, consalidating operations and
restructuring management layers, with
turther savings in property, procurement
and technology.

In line with our drive 1o simplity Capita, we
continued to reviow and assess our portfolio
~to align better to our growth strategy; and
decided in early 2020 to reorganise our
Specialist Services division. We concluded
that, following a period of change and
improved performance, a number of
businesses in the division would benefit from
claser alignment with core Capita and should
be moved intq other divisions. Some of the
other businesses in the division are now

being prepared for disposal, with the
proceeds earmarked to help strengthen
the organisation.

However. while good pregress is being made,
there is still mare that needs 1o be done and
we are having to invest more than we initially
thought to fully transtorm Capita. In 2019, as
well as investing in growth, we invested more
1o fix 2nd restructure internal systems and
processes, and to address issues of
complexity, poor quality and technolagical
deficit; it remains vita! to build the right
foundations for Capita to drive sustainable
growth. At the same time, the external trading
environment has continued to be challenging.

It means that our progress has yet to be
fully evidenced in otr financial performance.
Revenue and profit for 2019 were in line
with aur expectations. We reduced the
revenue decline during the past year, and
four of our six divisions grew in the second
hafl. | am, however, disappeinted that we
are updating our guldance for free cash flow
and that we now expect to hit a least £160m
in 2020, in line with market consensus, and
grow thereafter. We recognise that the
benefits due to many stakeholders,
especially our investors, still need to come
through. But | am eonfident that, by investing
more now, we are enhancing our ability to
deliver sustainable growth.

We are evolving as a consulting, digital
services and software business, and
positioning ourseives to benefit from these
growth markets. We are tnvesling significant

—and personnel. .

oo 000000 00000000000 00O0OTC®

Chial Executive Otfficer's review

ey
Feperi

resources to drive future growth. We are
leveraging our experience to address client
and market demand. As we said at the half
year, securing returns on aur investments in
the form of organic revenue growth and cash
generalian is our key priority for 2020. Qur
transformation plan remains the right one.

Buitding for the future

Capita is aiming to become a leading player
in digital trangformation and we are using our
core skifls and client relationships to positicn
ourselves in this strong, growing market
where Capita has a competitive advantage.
Global spend on digitai transformation is
predicted by market research company IDC
to exceed £1.5trn by 2022 — and it Is this
market we are tapping into.

Fundamental {o this approach is the

newly launched Capita Consulting business
which gives us a front-end capability, an
incrermental revenue stream and insight into
the key strategic business challenges of our
clients. This will in turn allow us to create
pull-through for other Capita services and
maximise opportunities across the whole

of the organisation. It provides the potential
to cross sell products and move away from
one-off solutions, while allowing us to build
relationships with our clients, better
understand their needs and offer them
innovative solutions. The consulting business
already has 30 partner-lavel consultants,
supported by 270 analytical and technical
consultants, many incorporated from small,
existing consultancies within Capita. Itis

Better
outcomes

53 fire stations: we're working
with the Ministry of Defence

on a 12-year contract to manage
their fire and rescue capabhility.
We're investing in digital
technology, new fire appliances
and new equipment, and have
begun the construction of new
£5m training facilities which will
allow us to provide state-of-the-
art training to MoD firefighters

Caplta pic Annug! Report 2019 9
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plattorms, as weil as SaaS-enabling
core enterprise products, and are
opening up these platforms to expand
our client offerings.

Overall, the combination of our new
consulting business, reorganised account
management and digital competencies will
allow us to move away from being mainly
reactive to proactive, in pursuit of new
business oppartunities. We will aim to be

less refiant on competitive tenders and
instead look to secure a higher percentage of
revenues from opportunities that we co-create
with client partners. This approach marks an
impertant tuming point for the new Capita —
building on our deep industry expertise, while
leveraging & portfolio of innovative, scalable
and repeatable sclutions which we design
once and implement many times.

pvelhavelinvested

é"%‘;&-"?“f‘??@m

gqanisy

On
productslandfservices'y

im’

One mithon students: Capita One’s
admissions portal is making it faster
and simpler for families to secure
school places. it's also streamlining
processes for locat authorities through

the easy management of applications,
Today, more than one million children
are heing brought into the education
system using our technology.

Read more about
ouf Soitware services

on page 20.
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Our commitment to our people

Caplta is a people-focused business and
our leadership teamn is committed to putting
our colleagues at the very centre of how we
aperate. A5 a services business, we are only
as good as our ability to delight our clients
and their customers; that is what drives
evarything we do in terms of commitment

to, and investment in, our own people.

in 2019, we did much to improve the
experience of working at Capita. With more
engaged people delivering better service to
aur clients, we believe we can establish a
plattorm for iong-term, sustainable and
efficient growth, Our people survey recorded
arise in employee satisfaction levels, with
72% of our employees saying they were
proud to work tor Capita, up from 56% two
years ago, alongside a net promoter score
swing of 14 points. This shows our colleagues
teel increasingly engaged, which is impoaant
because we cannot expect them to delight
clients and customers, unless they feet
valued and proud of the work they are doing.

In 2019, we became the only FTSE-listed
business to have two employees from its
wider workforce appointed to the board

of directors. We also committed o pay all
UK colleagues the ‘real living wage' as a
minimum from April 2020, and improved our
UK maternity, paternity and sharéed parental
leave policies. We faunched our cantre lor
learning and development, Capita Academy,
providing more training opportunities and
apprenticeships, as well as a performance
management and development framework
to ensure colleagues have clear cbjectives
and opporiunities to develop their careers.
In December, we implermented Workday, our
people management and data tool to oversee
afl internal HR processes.

Importantly, we recruited industry-leading
talent to head up four of our six divisions to
continue to enhance a senior leadership
team capable of driving significant change.
Aimie Chapple joined us as Executive Officer
for Gustomer Management afongside Mark
Cook in Technology Solutions, Chantal Free
it People Solutions, and Andy Start in
Government Services.

Qur commitment to our clients
and customers

In 2019, we continued to focus on delivering

tor our client partnerships. We are investing
in the relationships we enjoy with a wide
range of public and private sector partners,
while creating new partnerships and
broadening our reach. Qur priority over

the past two years has been to get closer
{0 aur markets, improve our services 1o
existing clients and better understand their
requiremenis, and strive for operational
excellence. This has been reflected in vastly
improved service: we are hitting more than

=

92% of all cur major contractual key
performance indicators; and achieving
better customer net promoter scores,
with Government Services, for example,
improving last year by 34 poinis.

Standout service delivery last year included
the design, implernentation and ongeing
operation of the technotogy tor Transport

tor London's ultra-fow emission zone (ULEZ).
This project is helping to reduce levels of
pellution in the capital and has already
reduced emissions of nitrogen oxides by
approximately 29% since it was introduced

in April 2019; it Is a great example of Capita’s
ability to create and deliver complex, critical,
digital infrastructure. We also achieved
several important strategic business wins,
including a £525m contract with the Ministry
of Defence to manage 53 fire stations in the
UK, Cyprus and the Falkland islands, and to
construct and manage a new fire and rescue
training facllity in Gloucestershire. Qur stronger
relationships, client insight, investment in
account management and improved service
delivery enabled us to extend existing contracts
with clients such as The Co-Operative Bank,
the Department for Work and Pensions,
Energia, Liberata, the National Trust, and
Southern Water. Qur renewal rates (by contract
value) showed a healthy Improvement in
2013 excluding People Solutions, where

we have more to do, the renewal ratc

was 91%. Group order intake for the

year was £2.2bn.

We also focused on impraving the
performance of our three previously
*challenging' contracts, reducing losses on
thern, and delivering a transformed service
to our clients. Our reset Recruiting Partnering
Project (APP) contract with the British Army
is on track to hit its regular soldier annual
recrujitment target for the first time since

the start of the contract in 2012, while

we improved a range of other aspects

of the contract. We have also improved
performance relating to our contracts with
NHS England (PCSE) and mobilcom-debitet,
hitting significantly higher monthly key
performance indicators and reducing the
needless financial drain of penalty payments.

Our commitment to our suppliers
and partners

As a purpose-led, responsible organisation,
Capita exists to create better outcomes

tor all stakeholders, including our 26,000
suppliers and partners, with whom we seek
to build lasting relationships, treating them
fairly and paying promptly, while encouraging
them to deliver.

In June, we published aur first supplier charter
to ensure our dealings with our suppliers
conform to best practice. The charter sets
out the core principles by which Capita does
business, whila nutlining what we expect

Capilta plc Annual Raport 2018 1
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from our suppliers in return. It covers a

range of business and operationai areas from
health &nd safely to human rights, diversity
and inclusion, cyber security, and how any
breaches of the charter principles are reported.

We are signataries to the Government's
prompt payment code, reporting our payment
practices and performance every six months.
In 2019, we spent £2.1bn with suppliers,
paying 97% of them within 60 days,
surpassing the requirements of the prompt
payment cade. The Federation of Small
Businesses has paid tribute to the example
se1 by us and the “positive changes Capita
has made on this important agenda®,

In 2020, we will continue to strengthen our
relationships with suppliers — with particular
focus on our approach to, and payment terms
with, small and medium-sized enterprises
(SMEs). They make up approximately 46%
of all our suppliers and are strategically
importam to us. Capita supports the
Government's aspiration that a third of
companies’ external supplier spend goes to
micro and SME businesses by 2022; and we
are taking positive action to further increase
aur awn spend with smaller businesses.

Our commitment to our investors

Revenue and profits were in line with our
expectations, with cost reductions offsetting
investmaents, lost revenues and lower marging
an some contract renewals. Some of the
benefits of the transforrnation work, such

12 Capita pic Annual Aeport 2019

as profit improvements on the three
‘challenging’ contracts, were reflected in
the results. While our core businesses have
largely shown growth in the secand halif, it
has been slower than we had hoped. Asin
2018, the results were improved by some
ane-off iterns, as is to be expected in a
camplex arganisation in transition,

Adjusted revenue for the year was £3,647.4m,
a decline from 2018, as the benefit of contract
wins was outweighed by contractlosses,
mariy of which occurred in 2018. This was
coupled with a decline in scope and volume,
due to high competition and market pressures
in Technology Solutions, and lower volumes
in our Life and Pensions contracts and in

our Real Estate and Infrastructure business,
Therae was also lower transactional revenue,
mainly in Spacialist Services.

Adjusted profit before tax was £275.0m,

also down compared with last year, in line
with expectations, as margin mix, invesiment
and contract losses outweighed new wins
and cost savings. Adjusted free cash flow

in 2019 was an outflow, as we had expected.
The balance sheet was significantly
atrengthened in 2018, but net debt is at the
top end of our desired range, as a result

of lower conversion of protit to cash, and
more investment being required to fix
contracts and lay the foundations for growth.
More details about our financial performance
can be found in the Chief Financial Officer’s
review on pages 1419,

Qur commitment to society

Capita employs 61,000 people glabally,

and we are acutely mindful of the
responsibility we have to support individuals
and the conmunities we serve —andbe a
force for good in society. We aim to help
regtore the connection between companies
and a public that has grown increasingly
mistrustiul of big business. As we drive to
be a truly responsibie business, wa recently
became a founder signatory of the Good
Business Charter and gained Fair Tax

Mark accreditation.

n 2019, to ensure we could make as great
an impact as possible to drive positiva
change, we formulated our respansibla
business strategy, which is aligned with
the UN's sustainable development goals
in the areas of social mobility and youth
unemployment, digital exclusion, gender
equality, climate change, business
governance and ethics. To drive social
mobility, we launched two new charity
partnerships with Teach First and Young
Enterprise, supporting more than 7,000
young people to gain skills that make
them more employzable.

We sought to make a number of changes

to the way we work to minimise our negative
impact on the environment. We focused on
investing in energy efficiency — upgrading
heating, lighting and air-conditioning systems
across the business —~ and also on reducing
our non-essential travel. We reduced our
carbon lootprint over the year by 5.9%
{based on emissions per headcount).

Better
ocutcomes

Digital transformation:

a core part of Capita’s digital
business process outsourcing
invesimentis its automation
capability. Our ‘automation
hub’ team was launched in
Birmingham in ¢arly 2012
and now employs 130 people.
We have already builta
paortfolio of automation
technologies which inctudes
robotic process automation,
artificial intelligence and
machine learning.




The way ahead

Transforming an organisation of Capita's
size into a more predictable, lower-risk
business is a complex challenge and,

while we have made significant progress,
there remains much to do to meet cur
goals. Capita is in a stronger position than

it was two years ago. Our people are mare
engaged, we are successiully delighting the
great majority of our clients, we have boosted
fevels of trust, we have reduced risk in the
business, and we are doing business the
right way. | am grateful to all my colleagues
at Caplta and would like to thank them tor
their continued hard work, commitment

and dedication.

| betieve 2020 will be another year of progress
at Capita. We are investing in-our growth
capability and are committed to delivering
better outcomes. We are continuing to build

a more focused, sustainable business for

the long term, with growing free cash fiow.

My confidence in our purpose-led, multi-year
transformation plan remains unchanged.

“We are evolving as a
consuiting, digital services
and software business —
and positicning ourselves
to benefit from these
growth markets.”

Chist Exacutive Officer's raviaw

report]
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- Building the
platforms ...
for growth /-

a simpier, stronger, more successful
company generating free cash flow in a
sustainable, predictable manner. However,
as these results show, progress has been
slower and more expensive than we had
hoped, partly because we have chosen ta
irivest far the tong term and parily because
some of the challenges could not have
baen fully scoped in early 2018.

Qverview

2019 was the second year in Capita's
multi-year transformation and a lot has
been achieved. There are many signs of
progress on our journay towards becoming

Revenue and profits were in line with
expectations, with cost reductions
offsetting investments, lost revenue and
lower margins on some contract renewals.
Some of the benefits of the transtormation
wark, such as profit improvemants on the
three ‘challenging’ contracts, are reflected
In the results. While our core businesses
have largely shown growth in the second
half, it has been slower than we had
hoped. As in 2018, the results have

14 Capita ple Anmusl Aapart 2018

“We have made progress this
year, particularly on taking
cost out, but there is more
to do to deliver growth and
complete our transformation.”

Patrick Buicher
Chiet Financial Officer

benelited from some one-off items,

as expected in a complex group in transition.
These included contract related items arising
on contract terminations, settlements and
maodifications, and other Group-wide items,
intluding lower bonuses compared to the
priof year.

The cost and cash management controls and
programmes implemented over the [ast two
years give us a better base and will continue
to pravide positive returns in 2020. Interest has
reduced following the deleveraging in 2018,

The balance sheet was significantty
strangthened in 2018 but net debt is at the
top end of our range as a result of lower
conversion of EBITDA to cash, and mare
Invastment being required to fix contracts
and lay the foundations for growth. The
group has the liquidity it needs to continue
the transfarmation journey. We expect this
liquidity to further improve following the
introduction of new funds to replace the
current debt that matures over the next 18
months. As part of our drive for simplification,
we decided recently to seek to dispose

of a number of non-core businesses, the
proceeds from which will be recycled to
strengthen the Group.

However, as we said at the half year,
securing returns on our investrments in the
torm of positive revenue growth and cash
generation growth is the priority for 2020.

Simplified reporting

We have simplified the presentation of

our financia! statements for 2019 to better
align to the needs of our stakehoiders. The
changes are designed t¢ enhance clarity,

aid a deeper understanding and provide a
more meaningful integration of our reported
results, white making the narrative more
concise. To achieve this, the notes have
been grouped into sections, with the relevant
accounting palicies, and any key judgements
and estimates applied. it also includes an
analysis of the key drivers compared with
key metrics and/or the previous year's
results, to make it more user friendly.
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Summary of financial performance

Financial highlights

Adjusted' results ~ continuing operations

Reporied results - continuing oparationa

Adjusted® Adjusted” Adjusted’ Reported Reported Reportad
. 2018 2018 YOY changs 2019 2018 YOY changs
Raevenue £3,647.4m £3,8147m {4)% £3,678.6m £3,918.4m {6)%
Operating profit £306.1m £334.4m {8)% £0.4m £34.9m (99)%
. Profit/{loss) before tax £275.0m  £281.2m (2%  £(62.6)m £272.6m (123)%
Earnings/{loss) per share 13.09p 16.33p 200% {4.18)p 17.99p (123)%
Free cash flow £(61.3)m £(78.8)m 22%  £(213.0)m £(260.5)m 18%
. Net debt* £790.6m__ £466.1m £1,353.2m __ £466.tm
" Nol dabtin respect of adjusted rasulta is haadfing nel debt”
. Adjusted results Adjusted revenue' bridge by key driver em
Capita reports results on an adjusted basisto  Year ended 31 Decembet 2018 3,814.7
. aid understanding of business performance. One-offs {48.0)
in 2019, Intemational Financial Re!}orling Year ended 31 December 2018 rebased 3,766.7
Sland_arq 16 [.aases (Il‘:FIS 16), which has a Contract losses : (213.6)
material impact, especially on net debt, has 212
. been adopted. However, to aid comparison Scope ar.xd volume changes 21.2)
with the prior year, the primary adjusted Transactional (30.5)
measures used by the Board for evaluating Contract wins 106.7
. performance are before the impact of IFRS One-ofis 393
16. Reconciliatians between adjusted and Year ended 31 December 2019 3,647.4
reported operating profit, profit before tax
and free cash flow are provided on the ) . X )
. following pages. Adjusted profit betore tax' bridge by key driver em
© *'- Ag expatted, adjustet revenus' reduced year  Ye8z ended 31 Dacember 2018 2812
on year by around 4%. The adjusted revenue'  One-gffs {15.2)
. bridge details the movemnents, many of which Year ended 31 December 2018 rebased 266.0
we have communicated previously: Contract wins 14.0
* One-off gains in 2018 on the fermination Contract impravement s
. of the Prudential and Marsh contracts; Net contract movements (97.2)
« Contract losses, which includes the fiow ~ ~  One-offs — contract related = - - 282 -
through from contracts lost in 2018, of Transformation cost savings 105.0
. £1l;5§1é15qch :: thet Pn.tldengal. M.arsF Cost change {40.2)
an ence Infrastructure Organisation
contracts, and a further £109m of Investments - (73.7)
contract losses in 2019, including in local One-offs — other Group cos! items 414
. government and in some other divisions. Year anded 31 Dacember 2019 275.0
Delays in local authoritles taking back )
work meant that the impact of thess losses t. Fafer ta alternative performance measures on pages 187-188.
were lower than expected in 2019, but the
. majority of these have now come to an end;
= Scope and volume change revenue has
decreased due to high competition and
. market pressures in Technology Solutions,
and lower volumes in our Life and Pensions
contracts and Real Estate and
. Infrastructure business;
« Lower transactional revenue, mainly in
Specialist Services,
. » Contract wins which included £67m from
the annualised impact of previous wins and
£40m of new contract wins in 2019, This
' however was not as'much as expected,
particularly in the second half of the year,
which explains the emphasis we put on the
importance of revenue growth in 2020; and
. Chief Financial Officer’s reviaw Caplita pic Annual Report 2019 15
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Adjusted operating profit to adjusted free cash flow’ “.".',: 20;:
Adjusted cperating profit’ 3061 334.4
Add: depreciation, amortisation of intangible assets, impairment of
property, plant and equipment and share of earnings in associates 88.4 90.9
Adjusted EBITDA 394.5 425.3
Contractual movement (deferred income, contract fulfiiment assets
and accrued income) {228.7) {217.0)
Cash from tradlng operations * 165.8 208.3
Other waorking capital and gther movements (7.2} (26.4)
Cash generated by operations befora non-recourse receivable
financing 158.6 181.9
Non-recourse receivables financing cleared - (110.0)
Cash generated by operations 158.6 7.9
Interest {32.7) {39.0)
Taxation {5.4) 26.6
Nat capital expenditure (181.8) {138.3)
Adjusted free cash flow' (61.3) (78.8)
* Cash from trading op daflnad as adj d EBITDA less contractual working capital movemems
Adjusted' to reported profit bridge
Qparating profit (Lossyprofit bafors 1ax
2098 2018 2019 2018
£m £m £m £m
Ad|usted’ * 306.1 3344 275.0 281.2
Amortisation and impairment of acquired
intangibles (49.9) {143.5) (49.9) {143.5)
Impairment o1 goodwill {41.4) (33.8) (41.4) (33.8)
Net finance costs - - (6.3) (18.8)
Contingent cansideration movements 14 5.0 1.4 5.0
Business exit — trading (16.7) 17.7 {16.7) 17.7
Business exit - non-trading expenses (52.1) {29.7) {52.1) (29.7)
Business exit — (gain)/loss on disposals - - - 308.7
Significant restructuring {159.4) (110.0) {159.4) (110.0)
Impact of IFRS 18 11.7 - {14.0} -
Other 0.7 (5.2) 0.8 (5.2}
Reported 0.4 34.9 (62.6) 272.6

%. Rafer t0 atemative parformance measura’ on pages 187184,

I||
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* As happened in 2018, a number of one-otfs
arose from termination payments and
deterred income releases associated with
contract terminations and modifications
(detailed further Gelow).

Adjusted profit before tax’ declined in 2019,
in line with expectations. The adjusted profit
before tax' bridge breaks out the revenue
and costimpacts on profit. Tha margin from
contract wins and the benefits from improved
performance on three ‘challenging contracts’
are offset by the combined impact of contract
losses and scope and valume reductions
described earlier. The cost savings were
offset by cost inflation {mainly inflationary pay
increases focused on lower paid staff), and
investment in strengthening functions, such
as growth. A range of other Group-wide
actions, such as lower bonus accruals,
resulted in adjusted profit before tax'

being in line with expectations.

The cost competitiveness programme
delivered £105.0m of savings in 2019, and
cumulative savings of E175m, which were used
to increase investment in strengthening
functions and build the platforms for growth as
well as to partially.offset the decline in revenue.
The savings have been generated through
simplifying the organisation, reducing
management layers and rationalising the

IT and property portfolios. We are leveraging
investments of more than L1Um that we have
made in automation and our existing offshore
capabilities, and thers is more to come.

The adjusted revenue’ and adjusted profit
before tax' declines were offset by a number
of one-off benefits. These iterns are not
exciuded from adjusted resulls as they are
normal course of business, not associated
with the transformation plan. These included:

» One-off contract related items (£28.2m)
relating to release of deferred income
and write-olf of coniract assets arising
on contract terminations, settlements
and modifications. Where a contract is
terminated early, all deferred revenue
is recognised in the year of termination,
which would have been deferred over the
expected fife of the canlract in line with
the Group IFRS 15 policy. Similarly, any
associated contract assets are written off
in the year of termination, unless there are
alternative uses on other contracts. In
addition, exit fees were paid to Capita on
the termination of customer cantracts which
contained provisions to compensate the
Group far exit costs and future profit in the
event of early termination.

Other Group-wide lterns benefiting profit
{£41.4m) included lower bonuses compared
to the prior year (£24.4m) and other

Group items.



Adjusted to reported free cash flow !i::w 2021:'
m
Adjusted’ {61.3) (78.8}
Pension deficit contributions (71.1) (46.9}
Significant restructuring (148.5) (100.8}
Business exits (19.4) {10.3}
Impact of IFRS 16 90.0 -
Other 2.7) 23.7)
Reported (213.0)} {260.5)

Adjusted free cash flow' in 2019 was an
outflow (£61.3m). This outflow was affecied
by the decline in adjusted profit before tax'
explained above. There are alsc a number of
items that can lead to significant differences
between profit and the generation of iree
cash flow, including:

+ Timing of profits compared to the cash
received. Typically, cash receipts are aligned
to costs incurred. Whereas, under IFRS 15,
raveriue is more evenly distributed in the
early years on the contract. This typically
results in fower profits in early years on
contracts with significant restructuring
costs or higher operating costs prior to
transformation. The cash received is
deferred and released as we deliver
against our obligations to provide
services and solutions to our clients.

Contract terminations and maodifications,
which can lead to major gains or losses
in the year of termination or modification,
and where cash inflows/outflows have
occurred in prior years.

Werhave analysed working capital between
‘contractual’ - being those balances which
relate ta contract unwinds of deferred
incame, accrued income and contract
tulfilment assets to derive cash from trading
operations — and ‘other working capital’®
which represents routine normal working
capital items such as trade receivables,
trade payables and prepayments, Cash from
trading operations is a more helpful way to
think about these movements rather than
describing them as working capital outflows
and provides a more stable and consistent
view of operating cash flows.

Cash from trading operations declined to
£165,8m (2018: £208.3m) due to reduction

in adjusted EBITDA. Contractual working
capital movernent increased with an outflow
of £78m (2018: cutflow £70m) relating

to cantracts which were terminated or
renegotiated in the year, which is not planned
to reoccur in 2626; and an outflow of £150m
(2018: outflow £147m) relating to continuing
contracts expected to reduce in 2020 due to
additional payments on account (DFRP} and
reduction in transformation spend, Other
working capital related cash reflected actions
taken to improve working capftal which will
continue in to 2020,

Chiel Financlal Officer's roviaw

Texation has moved from a cash inflow
in 2018 to an outflow in 2019, reflecling
corporation tax repayments received in
2018 following the adoption of IFRS 15.

As expected, net capital expenditure
increased in 2019 in fine with the
transformation objectives as the investment
in property and T infrastructure increased,
and investment in technology and growth
ramped up.

Period-end cash management, including
non-recourse receivables financing, fully
urwound in 2018,

Reported results

Adjusted operating profit' and adjusted profit
before tax’ excludes a number of specific
items, including significant restructuring of
£159.4m, the amortisation and impairmernt
of acquired intangibles, including goodwil,
of £91.3m, business exits of £68.8m and the
impact of IFRS 16, to ald understanding of
business performance. -

The Group has recognlised an impairment
of goodwill, of the Network Services
cash-generating unit (CGU) within the
Technology Solutions division. As detailed
in the divisional strategy and performance
section of the strategic report, post the
halt-year resulls announcemernt and as
the market continues to change, forecast
margins were impacted by high competition
and market pressures, which was then
reflacted In the 2020 business plan. While
we continue to win new revenue, albeit
not at the expected level of growth, the
margin pressure is expected to continue
untit we move to provision of our digital
fransformation propositions. As a
consequence, the starting base from
which we expect this CGU to grow is
lower than expected at 30 June 2019.

Business exits are businesses that have
been disposed of or exited during the year,
or are in the process of being disposed of
or exited. During 2019, the Group took the
decision to exit a business. The exitis in
progress and expected to complete in
2020. At 31 December 2019, the Group
was also in an active process to dispose
of a business which met the held-far-sale
criteria and therefore treated as a disposal

Strategic
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group held for sale. In accordance with our
policy, the trading results of the businesses
were included in business exits and therefore
excluded from adjusted results. To enable

a like-for-like comparison of adjusted results,
the 2018 comparatives have been restated
to exciude 2019 business exits. Further
disposals are planned in 2020 as part of the
simplification agenda. As these disposals
did not meet the definition of business exits
or assets held for sale at 31 December 2019,
their trading results were included within
adjusted resuits.

In 2018, the Board launched a mutti-year
transformation plan to support the objectives
of simplitying and strengthening Capita.

The plan includes property rationalisation,
procurement centralisation, transtormation
of support functlons, including investment

in growth, an organisation-wide customer
relationship management system, a new
human rescurces system {Workday) and
transformation of finance, and operational
excellence, including investment in
automation. These activitles are designed

to improve the cost competitiveness of the
Group, secure Capita's position in the markets
It serves, and strengthen governance and
control. The costs of the transformation plan,
including redundancy costs, are excluded
trom adjusted operating profit’ as significant
restructuring. Refer to note 2.4 to the
consolidated financial statements

for further analysis of the spend.

The aim of the finance transformation is

to Improve the Group's financial reporting
systems, processes and controls, by
increasing standardisation, automation

and the quality of avaifable data. The new
financial systems were due to go live in the
second half of 2019. While progress was
made, we took the decision to defer the
go-live as more work is required on the core
processes and procedures belore the system
can effectively be implemented. We have
reviewed the costs capitalised and assessed
that £12.3m is impaired, representing areas
that we expect to redesign before going live.
The carrying value of the investment at

31 December 2019, post impalrment, is
£58.6m. Further impairment may arlse
should there be a matenal change to the
Group's operating model ahead of any
go-five. This impairment is included within
significant restructuring. We have continued
to invest in shared service centres and
offshoring, and in making improvements

to the Group's existing reporting systems,
processes and controls.

The Group adopted IFRS 16 from 1 January
2019. The Group holds a signiticant number of
operating leases and therefore adopting IFRS
16 has had & material impact to the Group's
financial statements. The accounting standard
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has introduced a singie fessae accounting
model which requires assets and liabifities to
be recognised for leases (refer to note 6.4 to
the consolidated financial staternents). Rental
costs previously recognised in operating profit
have been replaced by depreciation of the
assets and net finance costs on the fiability.
The total cash outfiow for lease payments has
not changed. However, payments related to
the principal ligbiiity have been presented as
cash outflows from financing activities, as
opposed to cash gutflow trom operating
activities under International Accounting
Standards 17 Leases in our reported results.

Further detail of the specific items charged in
arriving at reparted operating profit tor 2019
is provided in note 2.4 to the consalidated
financial statements.

Reported free cash flow was an outflow
reflecting spend in relation to known
commitments, including pension deficit
contributions (which tha directors consider
to be debt-like in nature), restructuring costs,
professional fees, contingent and deferred
consideration, litigation and other items. In
2019, this was offset by the adoption of IFRS
16 as rental payrnents previously included in
free cash flow were reclassified as financing
cash fiows, being repayment of the lease
liability and interest.

“Qur priority for 2020
is to secure returns
on aur investments
in the form of positive
revenue growth and
cash generation growth.”

18 Capita pic Annual Report 2019

Continued investment

Irwestment over three years outlined inthe
rights issue prospectus in Aprli! 2018 was spiit
between targeted investments ot £500m and
£220m in respect of the transformation pian,
a total of E720m. The table below details the
cumufative investment to the end of 2019,

By the end of 2019, we had invested £649.5m
through a mix of operating, restructuring and
capital expenditure. Looking forward to 2020,
we expect fo continue to invest although as
the mix of work changes, capital expenditure
will ba a fower proportion. Overall this wilk
rasult in investment nearer £800m before
including 2020 investment in operating costs.
We will also make the tinal payment in the
agreed three year deficit reduction plan on
our pension scheme.

Impact on net debt

The Beard's view is that the appropriate
headline leverage ratio for Capita aver the
medium term should be between 1.0 and 2.0
times headiine net debt to adjusted EBITDA’
(prior to the adoption of IFRS 16). At 31
December 2019, the ratio was at the tap

of our range at 2.0 times (2018: 1.1 times)

as a result of trading cash flows and higher
investment.

The impact of IFRS 16 adoption on the
Group's adjusted net debt to adjusted
EBITDA' deb} covenant ratic is neutral,

a3 the Group covenants are on frozen
GAAP, with tha exception of the US private
placement ican notes. The US private
placement loan notes covenant test includes
tha income statement impact of IFRS 16

but not the balance sheet impact, and
therefore adoption of IFRS 16 is favourable
on this covenant measure, At 31 December
2019, the US privale placement loan notes
ratio was 1.7 times.

Interest cover* covenant was 11.2 times for
the US private placement igan notes and
10.8 times for other financing arrangements
(2018: 8.2 imes).

As the comparatives have not been restated
on the adoption of IFRS 16, the December
2018 ratio is only comparable against the
other financing arrangements and therefore
no comparatives are shown for the US
private placement lcan notes.

Capital and financial
risk management

Liquidity remains a key area of focus for the
Group. Financial instruments used t¢ fund
aperations, including the transformation plan,
and to manage liuidity comprise US private
placement loan noles, euro lixed-rate bearer
notes, a Schuldschein fpan, a revolving credit
facility {RCF), backstop liquidity facility,
leases and overdrafts.

The Group does not rely on sources of
tunding that are not contractually committed.
To mitigate the risk of needing to refinance
in challenging conditions, the Group is
diversifying its sources of committed funding
and is planning to spread debt maturtties

to November 2027. In addition, the Group's
RCF of £414.0m at 31 December 2019 (2018:
£600.0m) provides flexible (iquidity available
to tund operations and a reasonable liquidity
butter allowing for contingencies.

Cunulative investment* Capital
Operating costs  Restructuring axpanditure Totad
£€m £m em £m
Maintenance 22.0 70.2 158.7 250.9
Qrganisation 34.5 1171 34.7 186.3
Technology 21.7 61.6 108.7 192.0
Other 1.9 0.4 18.0 20.3
Total an.1 249.3 320.1 549.5
* Curmdative ir D spend in 2018 and 2018
Net debt 2019 2018
£m £m
Opening net debt (a66.1) (1117.0)
Cash movement in net debt 241.2) 654.1
Non-cash movements 2.0) (3.2)
Adoption of (FRS 16 {643.5) -
Closing net debt {1,353.2) {466.1)
Remove closing IFRS 16 impact 562.6 -
Headline net debt {790.6) (466.1)
Cash and cash equivalents, net of overdralts 122.8 6427
Debt, net of swaps {913.4) (1,308.8)
Headline net debt/adjusted EBITDA' 2.0x 11X

1. Referto al in section B.2.
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In December 2018, the facility was extended
to 31 August 2022, extendable for a further
year to 31 August 2023 with the consent of the
lenders by 31 August 2021. The addition of

a further bank to the facility in February 2020
resufted in the facility increasing 1o £452.0m.

In addition to the RCF, in February 2020 the
Group agreed a backstop liquidity facility of
£150.0m. The backstop liquidity facility has
an initial maturity in February 2021, and is
extendable at the option of the Group to

a final maturity in August 2022.

At 31 December 2019, the Group had
£122.8m of cash and cash equivalents

net of overdrafts, and £9%0.7m of private
placement loan notes, fixed-rate bearer
notes, and Schuldschein loan. These debt
instruments mature over the period to 2027,
with repayment of £232.5m, £240.5m and
£230.5m in 2020, 2021 and 2022
respectively. We are taking steps to extend
the average term to maturity of our debt, and
thereby reduce refinancing risk, by issuing
new long-term debt instruments.

As ncted earlier, as part of our simplification
drive, we also decided recently to dispose
of a number of non-core businesses in 2020,
The anticipated disposal proceeds will
provide additional liquidity headraom with
options available to fund future investments
arf reduce the Group's debt.

My priority is to manage our cash to support
the transformation of Capita to the paint
when it Is generating sustainabie predictaple
adjusted tree cash flow'.

Going concern and
viability assessments

In determining the appropriate basis of
preparation of the financial statements for the
year ended 31 December 2019, the directors
are required to consider whether the Group
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 tinancial forecasts to

31 August 2022 being 29 rmonths from the
date of approval of these financial staternents
and aligned with the expiry date of the

RCF and backstop liquidity facility. The Board's
assessment is set out in more detail in section
1 of the consolidated financial statements,

in addition, as is usual, in assessing viability
the Board has taken into consideration plans
to introduce new funds ta the Group to replace
the current debt that matures over the next 18
menths, with an extended maturity profile that
supports the transformation pragramme, and
disposals, both of which the directors are
confident will conclude successiully in 2020.

Chisl Financial Qtficer's reviaw

Pensions

The next triennial valuation of Capita's main
defined benefit pension stheme is due as

at 31 March 2020. The previous valuation
as al 31 March 2017 included the payment of
deficit repalr contributions totalling £176.0m,
which will be tully paid by early 2021. In line
with our expectations, it is anticipated that
these additional contributions, along with
longer-term investment returns, will efiminate
the shortfall in the scheme as identified by
the Trustees during that valuation. Looking
forwards to the 2020 valuation, where we
conclude will be dependent upon the timely
dedivery of tha transformation of the Group.
The Company and Trustees will continue
their commitment to an open dlalogue
between them, ensuring the financial

heaith of the schema is maintained in a
proportionate way with all other stakeholders.

Balance sheat

The reported loss for the year combined
with the actuarial loss on the Group's
defined benefit pension schemes and the
adoption of IFRS 16, has resulted in the
(roup recording consolidated net fiabilities
of £64.0m at the 31 December 2018

{2018: net assets £103.3m).

Contingent liabilities

The Group has been notified undter a supplier
contract of a potential liability relating to past
services received. The basis of any liability

is currently being discussed with the supplier,
focusing currently on the method of any
settlement. The preferred approach is to
settle the potential llability, if any, via future
cammitted spand with the supplier and
accordingly the Group has not made any
provision at 31 December 2019 for a future
outflaw of funds that might resull. Refer

1o note 6.2 of the consolidated financiat
statements for the contingent liability
disclosure note,

Financlal outlook

In tight of the investment that has been made
in building platforms for growth, we expect
that revenue growth in our cote businesses
will translate into modast organic revenue
growth far the Group in 2020, Contractual
working capital outflows will reduce by more
than £120m as a result of known contract
movements, and our planned focus on the
management of debtors and creditors will
generate further benelits. Capital
expenditure, as discussed earlier, will reduce
significantly in 2020 and so adjusted free
cash flow is expected to be at least £160m.
As a result of planned restructuring, and the
last of three agreed payments towards our
pension deficit, net debt will rise modestly. All
of these items are befora taking account of
the impact of potential disposals and the
impact of IFRS 16.

Strategic

report

Financial KPIs

Ad]usted profit before tax (£m)'

2019 | 275.0
261.2
mﬂ ] 3831

Ad|usted opereting margin (%)’
84

‘2015 NN as
E:IE ] 109

Ad|usted eamings per share {p}'

200 1309
m:! I 16.33
o017 ] zrs9

Adjusted free cash flow?

£(61.3)m

Return on capital employed

13.3%

{2018: 17.9%)

Headline gearing: headiine net
debt to adjusted EBITDA?

2.0x

{2018: 1.1x}

1, Relar to alternative performancs rmaasuras
on page 187-188.

2. Referto note 2.10 of the consalidated
financial statements,

2. As announced in January 2019, the Board's viaw
is that the appropyiala headline ipverage retio for
Capita over the medium tenm shoutd ba betwaen
1.0 and 2.0 times headfine net debt to adjusted
EBITOA (prior to the adoption of IFRS 16).
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Software

Strategic priorities

2018-2020:

= Accelerate investment in key

' products and platforms.

+ Transform the soltware lilecycle
aperations acress all products

- Create a software development
centre of excellence for production
of standardised sofltvare.

- Create a markel-ahgned, high-pertorming
sales force and markeling capabibty.

+ Selective sales drive in UK vertical,
horizontal and international markets.

20 Capita plc Annual Report 2018

2019 progress against
strategic priorities:

= Investment in products such as
SIMS. Retain, Payment Facilitator

and One Housng.

Detivered cost savings through
standardisation and further
business integration
Grew digital delivery centre in
india te 1,200 employees

= Cross-Capita collaboration,
supporting new contracts.

Capita is one ot the UK's largest software
companies; and our specialist enterprise
software products serve sector-specific
and cross-sector markets in the UK and
overseas. Qur software, deep industry
expertise and functional IP support
critical public services and business
processes. They salso form a
differentiating component of Capita’s
wider digitally onabled services offering.

More than 70% of our revenue is recurring
and more than 80% of licence revenue

is spread over the term of our client
relationships, irrespective of whether it is
a perpetugl licence or a ‘pay as you go',
saftware as a service {SaaS) model.

Our markets and growth drivers

We are a UK top-10 provider of enterprise
software products and the market is expected
to grow at around 4—=5% in 2020. We have
market-leading positions in sectors such as
education and emergency services and are
a top-three provider in local government.

QOverall market growth is being driven by
software’s deepening role in every aspect
of business and consumer life. The drive for
automation and demand for apps to engage
with end-users is set to continue. We are
focusing on cross-selling opportunities in
existing and adjacent markets, and strategic
axpansion into new markets. With cantinued
pressure on education budgets, and
increasing demand for access to cloud

|
loutcomes)

reachlincidents onaverage]
previously;landNinthe west
MidlandsXCapita,enables.999]
callersitosecurely send]

footage otincidents directly,

toemergency,callToomsy

O 00 0000000000000 000 90090090



services, we are expanding our offerings of
complemeantary cloud products to schoals.
The grawth of cloud solutions has ncreased
the accessibility of our products and aliowed
us to offer alternative commercial modeis
for clients.

Our strategy

Our strategic priorities are focused on
creating a specialised software products
business, investing in our core products, and
providing best-in-class solutions for clients
inour UK and targeted intemational markets.

The division is transforming 29 sifoed
businesses into a singfe software business.
We are aiming to invest in using reusable
components and standard architectures,
supparted by scaled, integrated, shared
service funchions and cur digital delivery
centre in India. We are investing n both.
existing and new products and markets
to defend and grow the business, with the
aim of achieving market rates of revenue
growth in 2020.

Adjusted’ revenue by type (%)

1 88% Long-term
contractual

2 10% Shori-term
contraciual

3 2%Tiansactional

raglhive pertormancea
n pages 157198

Financial performance

chustéd revenue (Emj

Adjusted p“ro!it (£m)

Adjusted operating margin (%}

Adjusted revenue

£375.4m

(2018 £379.9m; -1.2%

Divisianal atrategy and performance | Sottware

Financial performance

Adjusted revenue in 2019 fell by 1.2%

to £375.4m, with year-on-year growth in
the second half oftset by annualising 2018
contract losses [n the first hall. Notable
contract wins inctuded a number of
ermergency service contracts and work to
support delivery of the next generation of
smart meters. There was an encouraging
improvement in order intake despite a
slowdown in orders during the fourth
quarter, particularly in local government.

Adjusted operating profit decreased by 6.1%
to £102.9m, due ta the changes in revenue,
and investments in improving produets,
sales and marketing, including in the US,
which were partly offset by benefits from
transformation cost savings.

Cost and operational excellence

Marny of the changes required to create a
streamlined division are now in place. We
have built a best-in-class digital delivery
centre to produce standardised, repeatable
software. It is supporting the rest of Capitain
creating scaled, inmteqgrated, shared service
functions. it has also allowed us to move to an
agile delivery platform with releases every 13
weeks, providing value adding enhancemeants
to clients on a regular basis. We will continue
to drive consolidation and efficiency alongside
productivity benefits to clients.

Revenue by market (%)

1 65% Public sectar
2 35% Prvaitc sactor

Adjusted operaling profit

£102.9m

{2018: £109.6mM) -6.1%

Strategic

report

Investing in growth

During 2019, we ensured we had clearer
propositions in the marketplace and focused
more on finding solutions to client prablems
in markets where we have experience and
through data-driven insight. Over the past two
years wa have been reducing technological
debt from prior under-investment and this is
now starting to normalise.

New product development in 2019 included

a well-recelved lite version of Retain, our
resource planning software, with a cloud
release in 2020. There were a number of
developments in education software including
Reading Cioud, Parental Engagement and
SIMS 8, which is now live in & number of
primary schools with a pipeline of {urther
interest. Robotic process automation will also
stipport SIMS migration for our clients who
need it. Reading Cloud now supports more
than eight million students and allows us to
enter the schools’ litaracy market with the
laurch of Literacy 360 in 2020. We have

also now built a sales team in North America
and are focusing on pipeline build and lead
conversion. 911 Eye is proving popular and is
currently with 13 police forces in the US, while
we continue 1o pursue further apportunities.

Employees
4,100 (2018: 4.000)

Key regions
UK, India, US and Australasia

Key markets

+ Education

= Healthcare

» Local government
« Public safety

- Utilities

= Transport

« Payments

- Professional services
+ Financial services
« Private sector

Key products

- Education — SIMS

« Public safety — ControlWorks

- Finance and housing — Integra

« Payments — Pay360

- Resource planning ~ Retain, Waorkforce
Management

- Ulilities and transport — MarketFlow,
FieldReach, Geafield
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for a digital future. Our divisional piltars
help cliens address these issues: the
pensions business helps with financial
sustainability; HR Solutions addresses
the employee experience need; and
Learning and Resourcing are at the
heart of the access to skills services.

Our strategy -

Our strategy focuses on a rejuvenated
account management model that aims

1o retain and grow existing accounts,
driving profitable growth. Profitability
improvements will be delivered by instilling
operational excellence processes and
mindsets into our existing operations, as
wefl as financial prudence in investments
and expenditure. The partnership with.
Capita Consulting, advising clients on their
digital transtormation joumey, is also a
significant opportunity for profitable growth.

Financial performance

Adjusted ravenue increased in 2019 by

1.2% to £500.5m, reflecting growth in our
Managed Learning and Apprenticeships and
point solutions such as IT Recruitment and
Employed Resourcing model, which resulted
from !R35 regulatory changes, offsetting
contract attrition in our Managed Resourcing
Qperations and Pensions business.

Adjusted operating profit declined by
22 4% to £34 .9m, rellecting change in
ravenue mix in our Resourcing and

Adjusted' revenue by type (%)

3 30% Transaghonal

Adjusted aperaing prafit §
Adjusted operating margi
Qrder book (Em)

Adjusted revenue

Leamning businesses, chatlenged
implementations in our Pensions business
and capacity investment lag in our Pensions
consultancy business to deliver future
growth. We also increased investment to
improve SLA performance and support
client retention, particularly in Pensions
Administration. Savings in operational
excellence and technology were reinvested
in strategic initiatives.

Cost and operational excellence

We have made progress on ihe integration
of People Solutions and have driven cost
efficiencies across the division, which

will drive incremental bengfits and service
enhancements. We expect additional
Investment in 2020 to continue our
transtormation journey.

Our army recruitment programme (RPP)
contract saw significant improvement, where
the process review, technology advances
and partnership with the client produced
vastiy improved autcomes. Following a
successful advertising campaign, we have
received the highest levels of applications

to join the British Army in mare than five
years, and we ara on track to detiver our
regular soldier and officer targets for the
recnuitment year to 31 March 2020. We also
rolled out a new process that includes clinical
triage, which has made the candidate journey
more rapid and bespoke. Inability to meet
recruiting targets could lead to reduced

Revenue by market (%)

1 8§3% Public sector
2 47% Private sector

2019

" 500.5
34.9
o
497.2

Adjusted operating profit

£500.5m £34.9m

(2018, £424.6m) +1.2%

Divisiona! sirategy and performance | People Solutions

(2018: £45.0m) -22.4%

contract profitability and require an
assessment as to whether associated
contract assets were generating sufficient
profits to support the carrying value.

Investing in growth

During 2019 we invested in the development
of our first iruly digital products: Vetting and
Onboarding. These investments are our
modetl far our digital strategy going forward,
atfording our clients the oppertunity tobuy a
positive employee experience. They reached
MVP stage at the end of 2019, and will
taunch in 2020. They will deliver greater
value to our clients through speed, efficiency
and improved employee engagement.

We signed several new contracts in 2019,
including: the provision of resourcing
services for the Home Office; learning
services for Network Rail; and screening
services for Nestlé.

We have also taken advartage of the
opportunities presented by the market
stimulated by changes in the regulatory
environment, including: (R35, apprenticeships
levy and guaranteed minimum pension {GMP)
equalisation. Furthermore, we have continued
to invest in upgrading our core business
process outsourcing platforms (learning

and penstons software).

Employees
5,900 (2018: 5.80Q)

Key regions
UK, US and Eurgpe

Key markets

+ Financia! services

« Central government
- Local government

» Technoiogy
 Unlities

- Defence

- Education

Key services and contracts
+ Screening

+ Recruitment

* HR services

- Learning $ervices

» Corporate benefits

- Pension administration

= Army recruitment
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Customer Management

Strategic priorities
2018-2020:

- Invest in our infrastructure to ensure
consistent, high-quality service delivery,
including facilities, core technology
and tools.

Build new digital platforms 1o support
all channels and customers on behalf
of clients

Build enhanced data and analytical
platiorms and capamiities 10 enabte ihe
business to drive insights from customear
interachions into our client engagements

- Implement a stronger operating framewo
to standardise our operational routines
and transier best praclice across our
operations, both on and offshore

Invest in impraved consultative selling
capability to increase origination,
pipehne and order book

24 Caplta ple Annual Report 2018

- Standardise best practice, improve our
infrastructure, invest in people, iIncrease
our use of technology and olfshoring.

« Divarsily and accelerate growth in

some of our secondary sectors, natably
tinancial services, and travel and leisure.

2019 progress against
strategic priorities:

« Built omni-chaneel, data and
analytical platforms and new
automation lechnologes.
Invested in people and improved
infrastruciure.

+ Increased our use of techriology
and offshoring through the global
delivery centre.
New framework in place tor digital
customer eéxperience valug propasitton,

Capita is a leading provider of mufti-channel
customer engagement services, in the UK,
Germany and Switzerland. We primarily
serve customers in the retail, utility and
telecommunications sectors, from a mix

of locations in Europe, India and South
Africa. The division also provides
remediation, complaints management

and collections services.

Our approach is to build partnerships,

based on shared outcomes and value, while
continuing to deliver transactional supply
whars this helps our clients to meset customer
demands. The value we bring to our clients
is increasingly built around transforming the
customer experience through the application
of digital services underpinned by data
insight and analytics. These enable us to
manage complex, high-value interactions,
automate repetitive tasks and use
technotogy and capability to drive

positive quality improvament.

Our markets and growth drivers

Capita competes with a range of local and
global players for transactional contracts,
typically priced on a price per full-time
equivatent (FTE) hour basis, and a smaller
number of strategic players for outcome-
based contracts. We are the largest provider
of customer management services in the UK.
Accarding to NelsonHall, the UK market is
wstititaled W be worth £4bn a year and is
expected to grow at approximately 4% a
year through to 2022.

!
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Our strategy Cost and operational excellence

We have a differentiated strategy and Costimprovement was delivered in 2019,
core-value proposition in our markets; particularty from operating model initiatives
our approach is customer experience-led, and procurement. We have started to
tech-enabled and underpinned by leverage our global delivery centras in India,
contracted commitment to business Soulh Africa and Poland, offering efficiencies
outcornes. We are building capability and innovative solutions to our customers.
to ‘make great custorner experience We invested significantly in capability and
happen’. Cur commarcial modet skills, as well as in our peaple, where better
increasingly includes a commitment to training and improved financial and working
cliert outcomes, such as improvements in conditions have improved attrition and

the net prormater score, revenue generation, customer service.

customer acquisition and cost-to-serve.
This commitment to outcomes is core 10
our differentiation in the marketplaces we
serve. Our operational scale allows us

to derive meaningful insight from our
customer interaction data, driving business
improvernent across our operations.
Automation and digital augmentaticn is
increasingly a solution to clients who want
faster and closer interaction with customers.

The transformation of our customer services
contract with mobilcom-debitel continues to
progress well. We have been successtully
driving the transforration programme
through implementation of the new Capita-
built mobile app, initiatives to shift the volume
to digital channels and the increase in
auwtomation and self-services. We continue to
expect to reach the inflection point and break
even on the contract in 2020. nability to

Financial performance achieve this key milestone could lead to

i reduced contract prafitability and a risk of
Adjusted revenue far 2019 was flat year . - P
on year at £802.4m. Following a 1% decline impairment of the associated contract assets.
in the first half, revenue increased by 1% During 2018, the O2 contract saw the best
in the second half thanks to wins and scope performance in both sales and service during
increases with existing clients such as the history of the parinership, reflecting the
Southern Water and British Gas. growing impact of work jointly undertaken to

lop the target ting model.
Adjusted operating profit increased by develop the target oparating

31.7% to £54.9m, mainly due to strong cost
management, including the increasing
use of resources In India and South Africa.

Adjusted’ revenue by type (%) Revenue by market (35)

1 &9% Long-term 1 12% Public sector
contractual “ 2 98% Private secior
2 31% Short-term
contractual

fgrmanee
7-1848

Financial performance

Civiseenal tnancal sumenary 201% 2018 Change %%
Adjusted revenue {£m) 802.4 8026

Adjusted operating profit (£m) ~ s48 417

5\ sted operating E’lafgin {%%) &8 52

Order book (Em) 1,723.7 20122

Adjusted revenue Adjusted operating profit

£802.4m £54.9m

(2018: £802.6m) ~% {2018: £41.7m) +31.7%

Divisianal sirateqy and parformance | Custamar Managemant
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Investing in growth

Clients are seeking partnerships which are
characterised less by FTE numbers and
more by a range of valug-adding services.
This increasingly complex service offering
provides apportunities for piayers with
deeper outsourcing capabilities.

During the year, we won, renewed and
extended a number of contracts. This
Included the extension of contracts with:

+ The National Trust — worth £46m
over five years.

« British Gas — to November 2020,
the contract has since been extended
further to June 2024,

During the year, we applied data and
analytics technolegy to existing clients,
where examples include producing analytics
on caller data and delivering insight on social
media mantions. In the second half of 2019,
we rolled out a like-for-like chat operation
based in Pune and Mumbai; this wil! be
followed in 2020 by the introduction of
messaging, in-chat payments and automated
services. Qur investment In technology to
date has provided the opportunity to build
new relationships where automation is the
focus from the outset, and further investment
is sxpected In 2020 as we seek to bulld on
our consulting experience.

Empiloyees
29,200 {2018: 30,000}

Key regions
UK, Germany and Switzerland

Key markets

« Retail

» Tetecommunications and media
« Utilities

- Automative

« Financial services

» Travel and leisure

Key services and contracts

Services

» Customer experience erhancement

* Revenue generalion

+ Escalated case/complainis managament
« Digital transtormation

Contracts
- 02

« TV Licensing

- British Gas

* npower

» Southern Water
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Government Services

2019 progress against
strategic priorities:

Strategic priorities
2018-2020:

+ Develop existing core service capabilities
as repeatable product propositions to
drive growth
Continuous programme of oparational
exceilence to improve service delivery
and create headroom for reinvestment.
Transfarmation of business model to a
consulting, transformation and digita
Services Carmpany.
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- Major contract wins in DFRP and PiP.

+ Return to green suppiier stalus wilh
Cabinet Olfice

+ Continued improvement in performance
of challenging contracts, including PCSE

- Successtul implementation of ULEZ.
- Delivery of cost-out targets.

r . _

Capita is a strategic partner to government
in the application of digital tranaformation
to Improve the productivity of govemment
operations and the citizen experience of
public services.

We do this in a socially respansible way
to make public services better for citizens
and government employeges, and to help
our clients to release resources so that
they can be deployed back into frontline
sarvice priorities. We believe that quality
public services, innovatively designed
and powered by technology, are critical
1o delivering safer, greener and heaithier
communities that support everyone,
including society's most vulnerabie.

Our markets and growth drivers

Capita is one of the largest providers to
government in the UK with an estimated
market share of 13%. Within this we have
top-three leadership positions in several
focused sectors where we have deep,
proven experience and expertise, including
education, health, transport, defence, centrat
and local government. Govarnments globally
are under pressure to deliver a greater
quantity of services at better quality to
citizens, driving counterseting forces for

the sector. On the downside, they have reset
interactions with traditional outsourcers —
resuiting in the disaggregation of services
and insourcing. Conversaly, there continues
to be strong demand for innovative digital
solutions that aliow government to deliver

outcomes’

Rossendale,Borough Council
linlUancashire \commissionad
us to delivertheirout-at-hours

customernsupports
contract was extended 1o
accommaoadationior,

vuinerable pecple®

OO0 0000906600006 00600090 00>
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their goals for improved productivity and
better citizen experience. Government
departments are actively engaging with

the private sector 1o reflect this: reshaping
contracts at renewal, but alsc awarding new
work and renewing existing refationships.

In particutar local government markets have
seen significant reshaping of the landscape.

During 2019, Brexit substantially aftected the
wolume of new initiatives. With the election of
& strong majority government, we are starting
to see indications of an acceleration of
decision making and the potential for new
opportunitias in support of emerging policies.

Our strateqy

Our strategy Is to focus our business around
the aforementioned six core market sectors
where we have a leading position; offer a
refined set of value propositions dewveloped
an top of a defined and controlled stack of
underlying raplicable digital products and
capabifities; invest in a full-lifecycle digita!
transformation capability; and focus on
exceflence in our transformation and
operational service delivery performance.

Financiat performance

Adjusted revenue was broadly flat in 2019
at £777.9m. Prior-year losses of our
contracts with the Home Office supporting
the immigration sector and the Defence
Infrastructure Organisation, and a decline
inlocal government, were ofiset by growth
in contracts such as smart metering and by

Adjusted’ revenue by type (%)

2a 1 B6% Long-i

N coniraciual
2 2% Shont-term

coniractual

3 12% Transactionat

mtfgf en'ugﬁqffra)—_
Adjusted operating profit {£m)
Adjusted operating margin (%5}
Qrder book (£m)

Adjusted revenue

increased scope in our Transport for London
{TIL) contract, Adjusted operating profit
increased significantly to £58.8m with the
impact of contract losses being offset by
performance improvements on contracts
such as Primary Care Support England
(PCSE}, one-oft contract-related items,

and efficiency improvements.

Operational excellence

In 2019, wea continued to devote resource

to our service quality, which improved with
over 95% of key performance indicators
green, while we also returmed to green
strategic supplier rating with the Cabinet
Office. Operational service delivery on our
PCSE contract with NHS England continues
to improve. A small proportion of the contract,
which administered cervical screening, was
transferred back to the NHS in August 2019.
We started the roll-out of our transformed
solutions for ophthalmic payments, pharmacy
market entry and performer list at the end of
the year, with positive feedback. We continue
to expect to reach the inflection point and
break even on the contract in 2020, Inability
to achisve this key milestone could lead to
reduced contract profitability and a risk of
impairment of the associated contract assets.

We succasstully introduced the ultra-low
emission zone (ULEZ) for TIL, including
vehicular image capture and processing,
billing and a robile payments app, data
management, enforcement and customer
call centre operations.

Revenue by market (%)
29% Central
govetnment

’ 38% Local
government
6% Juslice
and emergency

B SEIVICES

9% Education
18% IHealth

2013 208 Change %
~7i7e 7805 0.3)
58.8 403 459

7.6 52

2,328.4 21875

Adjusted operating profit

£777.9m £58.8m

Strategic
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Investing in growth

2019 was a successiul year when we
managed to offset some major contract
losses with new business wins. These
included: a £525m contract to modernise
and support improvernent 10 the operational
effectiveness of the Ministry of Defence’s
fire and rescue service (DFRFP) with the
mobllisation for this contract going well; and
a £145m extension of our contracts with the
Department for Work and Pensions {DWP),
and the Department of Communities in
Morthemn Ireland, to deliver Personal
Independence Payment (PIP) assessments.
Smaller contracts with Charnwood, Bexley,
and the extension of the Ministry of Justice
Technotogy Transition Programme contract
were also won. Qur growth model going
forward focuses on undersianding the
problems of our ciienis in goverrment and
helping them to transform their business
with scalable digital products and solutions.
Growth will come from investment in scalable
and repeatable products and solutions. We
have Invested in robotic process automation
and artificial intelligence, and they will be
used ta drive further productivity gains with
the savings used to invest in our client value
propositions. We also expect a strong benefit
from our colleagues in Capita Consulting,
who have deep knowledge of the industry
verticals that we are targeting, as well as
the tools we use to deliver services.

Employees
8,200 (2018: 8,700)

Key regions
UK

Key markets

» Local government

» Central government
- Defence

- Education and health

Key services and contracts

-~ Local government busingss process
management and transactional services

« DWP PIP

« DCC smart metering

+ Electsonic monitoring

+ Primary Care Support England

+ TIL congestion charging and ULEZ

» (Gas Safe Register

(2018° £780 5m) -0.3% (2018: £40.3m) +45.9%
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Strategic Divisional strategy
report and performance
continued

Technology Solutions

Strategic priorities
2018-2020:
+ Copsolidate multipie standaiong

tT businesses into a single,
integrated division

+ Upgrade and consolidate data cenires
1o Ccreate an enhanced, resitient and
secure clent infrastrutiure.

- Invest in key chient proposiuons across
networks, cloud, cyber and digital

« Develop our people.
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2019 progress against
strategic priorities:

« Successiully brought to market new
client propositions to the markst tor
cloud, cyber. SD-WAN and d gital.

Consohdated live standalone iT
businesses into a single. integrated unit
thraugh our One«1TS programme

- Completed phase ore and two of our data
centre consalidation and cloud migration
progeamime to create an enhanced,
reslignt ang secure client Infrastructure.

Invested and developed our peaple’'s
capabltias and work environment,
resuiting in reduced atinuon and
increased employee satisfaclion scores

As part of our strategy to simplify and
strengthen, we have renamead IT &
Networks as Technology Solutions.
Capita i¢ a top-10 service provider

of digital IT and connectivity solutions
in the UK, focuaed on the mid-sized
enterprise market,

We cansult, transform and deliver digital
solutions 1o help businesses Improve, realise
their digital strategies and provide better
business outcomes. We have strategic
partnerships with leading global IT vendars,
have invested in our portfolio of hosted
platforms and operate our own UK-wide
network and data centres.

Our markets and growth drivers

Technology Solutions operates in a broad
and fast-changing market. The market in the
UK was estimated to be worth £54bn in 2019
and is expected to grow at a compound
annual growth rate of 2.6%, according to
Teknowlogy group. In 2019, the market
reached an infiection point where spending
on the high-growth Fast/Digital IT segment,
such as cloud, cyber, artificial Intelligence
and data analytics, overtook spending on
legacy IT, such as traditional data centres,
workplace and server applications services.

Better
outcomes

Capita built and runs the
Scottish ‘wide area network’
{SWAN), a single, shared
retwork and common
information and communication
technology infrastructure for
the country’s public sector,
Today, more than 6,000 sites
comprising schools, local
council offices, GP surgeries
and pharmacies, as well as
every hospital and ambulance
station across Scotland, are
connected.
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Qur strategy

Our strategy is to create innovative
technology solutions, underpinned by a
comprehensive range of services which
address the needs of our enterprise clients;
such as how to benefit from robotic process
autormation technolagies. Our new
automation hub can provide consulting
solitions that improve business processes,
whether they are human, digital or hybrid.

Growlh, resilience and "Value for IT" are
our strategic objectives. We are developing
repeatable propositions to meet our clients’
needs, with a focus on creating improved
customer experience and expanding our
client base. We have already started to
increase the standardisation, robustness
and security of the platforms and processes
that underpin our products. We are also
continuing the simplification of technology
operations, platforms, products and
suppliers to generate afficiency savings,
strengthen our capabilities and ultimately
deliver greater value to our clients.

Our expertise in business process
improvement - complemented by
censulting — allows us to address emerging
opportunities. This combination of expertise
in technology with a robust and integrated
product offering helps clients extract value
out of their legacy systems, while adopting
and gaining benefit from the latest digital,
cloud-enabled technologies.

Adjusted’ revenue by type (%)

1 69% Long-term
contractual

2 10% Short-term
contractual

3 21% Transactonal

Financial performance

© onal inancial summar y

Adjusted operating margin
QOrder ook (Em)

Adjusted revenue

Financlal performance

Adjusted revenye decreased by 2.4% to
£429.3m, with the benefit of new work with
TIL offset by other cantract losses and
reduced transactional business in LAN
and voice networking solutions.

Adjusted operating profit decreased by 5.6%
to £50.7m, as savings from simplifying the
division were offset by lower margins and
increased costs in networking solutions.
These lower margins in networking solutions
are caused by high competition and market
pressures, and while we continue to win new
revenus, albeit not at the expected level of
growth, the margin pressure is expected to
continue until we move to provision of our
digital transformation propositions. Excluded
fram 2019 adjusted profit is a charge of
£41.4m from the impairment of goodwill
{refer to note 3.4 of the consulidated
tinancial statements).

Cost and operational excellence

Cast impravements have been delivered
across the division, with operational
eftectiveness initiatives — such as common
processes, consolidating service dasks and
an increase in the use of offshoring ~
resulting in significant savings. We have
also turned around and stabilised several
challenging contracts, and increased our
customer satisfaction. These outcomes have
been achieved through a combination of

Revenue by market (9%)

1 5B% Publc sector
2 42% Private sector

2018 Change %

Adjusted operating profit

£429.3m £50.7m

(2018: £438.7m) -2 4%

Divisiona! stralaqgy and performaence | Technology Solutlons

(2018: £53 Bm) -5.8%

Strategic

repoH

activities, such as: focusing on strengthening
relationships and delivering resuits for our
customers; our angoing programme to
mademise our infrastructure and automate
workleads; our enhanced operational
efficiency measures; reskilling and training
our warkforce; and our One-ITS programme
to consolidate five businesses into one,

investing in growth

We have invested significantly in the
development of our Fast/Digital IT
propasitions — in cloud, cyber security,
software defined network monitoring, internet
of things and robotics process automation
— to provide new digital offerings to our
clients. We have and will continue to
strengthen our partnerships with key
technology providers, combining our
consulting and delivery expertise with
their technologies.

In 2019, we saw streng performance in our
TiL contract with additional large project wins
on the back of the core network contract. Qur
Narthern Ireland Education contract was also
extended for a further two years. Other major
wins included long-term contract renewals
with Liberata and Energia, and new business
supporting the outseurced Defence Fire Risk
Management Organisation.

Employees
3,200 (2018; 3,400

Key regions
UK and kreland

Key markets

- Local government

« Central government
« Defence

- Education

« Financial services

- Telecoms

- Aerospace

« Fransport

Key services

- Managed networks

= Data centre and cloud infrastructure
« Managed IT support

- Testing

* Cyber security and consulting
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Specialist Services

Strategic priorities
2018-2020:

- Manage as a portfolic and tocus on
continuing value optmisation

* Rationahise service lines, processes,
properties and IT.

- Make use of cross-sel! opportunities
within partiolio and wider Capita.
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2019 progress against
strategic priorities:

» Continued to manage the division

as a porliclio of separate pusinesses.

focusing on value optimisation.
+ Investment in & number of product/
sarvice enhancements

- Delivered significant cost sawings
and cash generation

Specialist Services comprises a portfolio
of businesses and delivers & range of
service offerings thraugh joint ventures,
trading businesses and traditional
IT-enabled legacy BPO contracts. The
division includes those husir which
either are not within Capita’s growth
markets and/or have littie in common
with our other divisions. The businesses
are actively managed on a portfolio

basis in order to maximise value.

Our markets and growth drivers

Specialist Services includes a range of
businesses serving public and private

clients across multiple vertical sectors,
which are generally mature. Our closed

book Lite Insurance administration business
is in structural decline as books run off and
some customers, with legacy IT systems,
are switching to suppliers who can provide

a single digitai platform for all their lite books.

Our strategy

Due to the varied nature of the activities
in the division, each Specialist Services
business has its own strategy uniquely
tailored to their service offerings and the
needs of thair clients.

We enjoy strong market positions in many

of the verticals sectors, with sirong brands
and positive client perception of cur services.
This provides an ongaing opportunity to make
better use of Capita’s wider client base, and
to simplify and strengthen the portfolio.

outcomes)

C141m witinThe Cozoperative
BankYCapita provides]
mortgage servicestothe
bank'slUK/customers¥and

Capita and the Bankare taking
to franstormationAT here,is al

renewed focus oniredesigning
end-customers experience)

reduce,costs’
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The facus across the portfolio is

on operational excellence and cost
optimisation:. In line with our drive to simplity
Capita, we have continued to review our
partfolio — and decided in early 2020 to
reorganise our Speciglist Services division,
We have concluded that a number of
businesses in the division would benetit
from closer alignment with core Capita and
should be moved into other divisions. Some
of the other businesses are being prepared
for disposal, with the proceeds earmarked
ta help strengthen the organisation.

Financial performance

In 2019, adjusted revenye fell by 16.1% to
£744.5m, reflecting the contract losses in
2018 of Prudential UK (lite) and Marsh
{general insurance} and a decline in the
structurally challenged Life and Pensions
business, this was partly offset by one-off
contract refated itams.

Adjusted operating profit increased
by 10.2% to £141.7m as we offsat the
revenue iosses with cost savings and
one-oif contract related items, and by
winning profitable and cash-backed
new business.

Adjusted’ revenue by type (%)

1 58% Long-term
contractlual
2 25% Shor-term

cantractual
3 17% Transactonal

1 Refario elleinative performarce
measures on ages 187189,

Financial performance

O al knancial summary
Adjusted revenue (Sm)
Adjusted operating protit (£a)
Adjusted operating margin (%)
Order hook (£m)

Adjusted revenue

£744.5m

(2018, £887.3m) -16.1%,

Divislona? sirategy and perlarmance | Specialist Services

Cost and operational excellence

We made significant cost savings during

the year mainly through IT rationalisation
and productivity gains across the division.
We did this while retaining clients and adding
new business. In the Life and Pensions
busingss in particular, we have drivenout IT
efficiencies to mitigate the structural decline
in certain contracts.

We were particularly pleased with the new
contract extension with The Co-operative
Bank where our more collaborative and
values-based approach was recagnised by
our client, as well as recognising Capita’s
care competencies in digital transformation.

Investing in growth

We have continued to invest in product
development, T infrastructure and client
portals, and in security and compliance
to support existing contracts and future
revenue growth,

During the year the division invested in key
products: for example, AXELOS’s launch
of its new qualification, 1TIL 4 Foundation;
anew digital platform in Capita Travel and
Events; a digital platform update at Optima;
and IT and cyber protection in our Life and
Pensions business.

Revenue by market (%)

Y

1 20% Public sector
2 80% Private sector

2019
744.5 8873
14

Adjusted operating profit

£141.7m

(2018: £128.6m) +10.2%

Strategic

report

New sales wins in 2019 included:

+ Real Estate and Infrastructure won two
major contracts in the year — the next stage
of support to ‘Future Luten’, London Liuton
Airport gwner's expansion plans with
specialist aviation, planning and multl-
disciplinary design and management
services. We were also appointed tc be
part of Network Rail's design services
framework, securing several lots that enable
us to deliver consultancy services to support
upgrade and maintenance projects for
control period 6.

+ An extgnsion to our current scope of
business with Zurich UK to service a new
protection product. This will drive better
cusiomer outcomes, cost savings and
support Zurich UK’s growth, assisted
by the intraduction of digital capabilities.

* A number of new contracts for Travel and
Events with some well-known clients such
as the BBC.

Employees

9,6001{2018: m}
Key;regions
UKADUbaifand]Irdial
Key, markets
o [REEECEREED

LY entralfana localgovernment
JEducation] '
LIDeience

-]
Q

“

Lhiechnalogy

utilities]
HEnvironmentlanditransport

Qlliteland pensionsladministration)
elinsucanceservices)

giorigage processing)
BXTraveifandsverits]
SlEniorcement]

ezl services]

IR eal estateland,infrastructure
LYAXEVOS
1=

reca)

Livianaged print

Bhiranisiationfand interpreting
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Strategic Our
report people

Putting our

people first

Capita has a warkforce of more than 61,000
people employed in 10 countries. Having a
professional, engaged, well-managed and
supported workforce is critical to our ability
to successfully delight our clients and
create better outcomes for all stakeholders.
At the end of 2019, we updated our areas

of focus far our HR2020 strategy.

Reward

In 2619, we listened carelfully to feedback
fram our employees about what mattered
most to thetn. As a result, we enhanced UK
tamily leave - to provide 15 weeks’ full pay
for maternity, adoption and shared parental
leave, and increased paternity pay to two
weeks’ full pay. We also committed to paying
the real living wage as well as praviding life
assurance. While these particular changes
are specific to UK employees, they're
examples of our wider, global approach

to delivering our people agenda, which will
ensure that our colleagues — wherever they
work — feel valued, that their views, ideas
and suggestions are taken inte account,

and that the employee experience for Capita
colleagues continues to adapt and improve.

We have canducted a remuneration

pelicy review, consulting with our major
shareholders o help us hone and develop
our strategy. For 2019, we have not been
able to pay out the short-term incentive
plan to senior employees as stringent
conditions around the company's financial
results — which align employee incentive
payments with the shareholder experience
- were not met.

32 Capita ple Annugd Raport 2019

We've also enhanced our ability to provide
skilled colleagues and services to a wider
global audience, supporting bid activity and
identifying and managing compliance anrd
risk issues in 17 countries in the final quarter
of 2019 alone.

Engagement and incluslon

Last year, we continued the journey to
develop a culture where our pecple feel
they matter and understand how their role
contributes to the success of the business.

Our purpose, values and behaviours
Following the 'aunch of Capita's purpose —
we create better outcomes — in January
2019, we refreshed our values (open,
ingenious, collaborative and effective),
underpinned by a comprehensive set of
observable behaviours. These behaviours
formed the basis of our new capability and
perforrnance framewarks. This means that
all Capita employees are now assessed on
both what they deliver and how they deliver,
in line with our values and behaviours,

We also introduced a set of eight 'managers’
commitments’, which set out the additional
behaviours we expect from all of our leaders
and managers. In September, employees
had the oppartunity to rate their fine
manager against performance in each

of these behaviours, This feedback fed

into annual performance reviews and

Capita Academy has launched a
new management faculty with more
than 400 team leaders, managers
and leaders undertaking year-long

programmes where they can
collaborate, share bes? practice
and develop their leadership
skills. This includes managemernt
development programmes
praviding accredited learning,
and opportunities 1o learn about
management theory.

D flead more al

v agtacen

coaching conversations, and will be

used to better prioritise the resources and
training opportunities we provide through
Capita Academy's management faculty.

Our refreshed company values also
provided a way to measure success

im our Local Heroes recognition scheme —~
celebrating colleagues who go above and
beyand to live the values and delight cur
customers. In 2019, more than 1,250
colleagues were nominated for a Local
Heroes award, with around 400 individual
and team winners across the organisation.

Our employee value proposition

Our employee value proposition {EVP) was
also finalised in 2019, after being developed
with input from Capita colleagues across all
divisions and locations. The EVP describes
the employee experience that candidates
and colleagues can expect from us, and

is based around four pillars:

- expand your harizons
« make an impact

+ shape our future

+ be yoursell.

Working closely with Group Resourcing and
other colleagues, we will continue to embed
the EVP throughout the employee lifecycle
during 2020.




Qur people survey

In 2019, 72% of colleagues completed

the Capita ‘Cur peaple survey’, a six
percentage point rise on 2018, The survey
is open to all Capita employees, and the
significant increase in participation indicates
a strong improvement in our overal
employee engagement.

Qur empioyee net promoter score (eNPS)
rose 14 points across the company,
demonstrating an impressive increase

in the number of colleagues who would
recommend Capita as an employer. This

is a strang metric, highlighting that Capita
colleagues are beginning to see the positive
effacts of the HR2020 people strategy.

We will continue to facus on this in 2020,
hoping to see further improvements.

Employee directors on the Board

n July 2019, Capita appointed two employee
directors to the Board, bringing an invaluable
employee perspective to the very top of our
organisation. Chosen from hundreds of
applicants, the two employee directors have
served successiully on the Board for the
second half of 2019, bringing an invaluable
perspective to discussions,

Cur peapls

‘Signing the Time to
Change pledge showed
our ongoing commitment
to supporting mental
health and wellbeing.’

Inclusion

Last year, five successful company-wide
campaigns promoted inclusion and
celebrated diversity, including Pride Week
at Capita and our This Is Me campaign
during Mental Health Awareness Week.
Signing the Time to Change pledge showed
our ongoing commitment 1o supporting
mental health and wellbeing.

To bring further structure, governance and
collaboration to our work around diversity
and inclusion, a framework was created for
our colleague-led employee network groups,
which will be sponsored and championed
by executive officers throughout 2020.

To continue to raise awareness and provide
leamning apportunities, we refreshed our
mandatory inclusian e-learning for colleagues
and ensured inclusion is embedded thraugh
our management faculty.

Strategic

report

2%

of colleagues shared their views
through our employee survey

Our HR2020 focus areas:

Reward

Engagement and inclusion

Heaith, safety and wellbeing

Resourcing

Performance and development

Transformation

Resd more about remuneration
at Caplta starting on page 7é.

Read mare about aur raspanelble
businesa work on peges 36-38.
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Strategic Gur
report peopte
continued

Employee gender diversity
Board

1 64% Male
2 36% Female

Executive Committee

1 71% Male
2 29% Female

Senior management’

1 86% Male
2 14% Female

All employees

1 52% Male
2 4% Female

" Saenior manggement includes direclors of subsidiary
laga! entities a3 per raquiremants of the Companiss

Act saction 414C(8)(c)ii) and 414C(10Xb).
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in 2019, although disappointed that our pay

gap increased, we are striving Yo improve

gender equality by:

* Transforming the way we recruit, to promote
diversity in all forms, focusing on flexible
working and standardised interview formats.

- Starting to monitar diversity at senior
management levels, setling a 40% target
for women’s representation on senior
management recruitment shortlists.

* Incraasing our support for high potential
women — doubling our mentoring through
the 30% Ciub, jining the Women's Industry
Networking Group to provide additional
mentoring and our leadership team has
started an internal advocacy programme.

- Growing our women's netwark to 295
members and celebrating International
Women's Day 1o encourage visible role
models to share their experiences,
mativating and inspiring others to
achieve their career patential.

We believe these actions will reduce — and
eventually eliminate — our gender pay gap.

Hourly pay 2019 2018
Mean (average) pay

ditferential 24.5% 241%
Median {mid-point) pay

ditferential 21.0% 17.7%

MNotes: mean and median pay ditferentials
are with all | td company contractors
exciuded from all Capita reporting entitles.
The 2018 figures have been restated {o
reflect this.

Oespite the pay gap increase, our ranking
within the Hampton-Alexander Heview

2018 improved to 70th, rising 40 places.

The Hamplon-Alexander Review is an
independent review body, which aims fo
increase the number of women on FTSE
boards and improve women's representation
in senior leadership positions.

Learn mora in our Gender Pay Gap Report
at www.capita.corn/responsible-business.

Health, safety and wellbeing

Employees are our most valuable rasource
and their health, salety and wellbeing is of
paramount importance. We are committed
to adopting the right health and satety
practices, preventing work-related injuries
and ilinesses in all areas of the business.

To that end, we've developed a health and
salety management system 10 mest 1SO
14001 (Environment) and 1SO 45001 (Health
& Salety} requirements. We have developed
goals and objectives to support continuous
impraverment and we regularly monitar

and analyse compliance to meet legisiative
requirements and the high standards

we have as a business. Creating safe

‘In 2019, we recruited,
or supported internal
movement at Capita
for more than 22,000
people.’

warkplaces that support our people’s
health and wellbeing is a focus, and our
safety and wellbeing champians attend
regional workshops, which promote our
health and safety cuiture, share lessons
learned, and provide training ard suppor.
We conducted a global wellbeing audit and
employee assistance programmes were
introduced in South Africa, India and
ireland as we expanded free, independent,
confidential counselling and support services
to colleagues and their families. We also
launched online support, guidance,
information and tools in our wellbeing hub,
complemented by a diverse range of local
aclivities across all our locations, Including
mindfulness and meditation, workshops,
talks and activities to support our paople.

Resourcing

To continue to create better outcomes in
2020 and beyond, it is critical to identify the
best, most diverse people who have the
skills, values, mindset and potential we need.
In 2019 we recruited, or supported internal
movement for, more than 22,000 people.

We also brought new talent to our Executive
Committee, with tour new executive officers
joining the leadarship team in the second
half of the year.

Throughout 2019 and Ima 2020, we are
transforming the way we hire by significantly
strengthening our recruitment capability

and shifting our focus 1o directly attracting,
engaging and hiring talented people who want
to have a fong-term future with Capita, This
shift in our approach will provide new and
exciting opportunities for our own recruitment
professionals, including those in our newly
created Murmbai digital dalivery centre, At the
heart of our plan is a compeliing proposition
based around our EVP, focusing on Capita

as a place that people want to join, and where
they want to stay and do their bast wark.

The resourcing agenda, which puts this
new approach inte operation, Is completely
aligned with our values and has a strong
facus an driving inclusive and values-based
recruilmeant practices.



We are committed
to supporting all
our people, at
whatever level of
tha erganisation,
to collaborate
and create better
outcomes,

Performance and development

Capita Academy

In 2019, we built on the foundations of our
new performance, leaming and development
framework — Capita Academy — o provide
colleagues with more consistent, streamlined,
accessible opportunities for leaming,
strengthening enhanced performance and
encouraging development, supported by our
new Mumbai Learning Services team.

We launched new learning faculties including
management, programme management

and growth, which blend a range of online
development tools, workshops, skills labs,
support and accredited opportunities to
further grow people’s skills and abilities.

We increased the number of apprenticeships,
supported by levy funding, with an initial
focus on management development and
project management.

Development and appraisals

We introduced the lirst Capita~-wide
appraisal process, praviding a clear,
measurable approach that reinforces
values and behaviours, giving equal
weighting to what was delivered and how
tasks were approached. As part of this
roll-out, we focused on providing support to
colleagues and managers around effective
coaching, career conversations, development
discussions and wellbeing quidance.

QOur peopls

This programme also included the roll-out ¢f
several capability frameworks, such as those
for people and programme management, to
make sure we manage in a consistent and
affective way. Creating a global job-family
architecture, integrated with Warkday, and
completing a succession management
planning and review pracess, has helped

us to gather more robust data about our
workforce and we will continue to build

on this work in 2020 and beyond.

Developing future leaders

"To ensure we have the best managers to look
after our peopte and drive positive outcomes,
we developed and launched a new online
capability development tool, My Compass,

to help managers improve their skills and
identity any support they need to fuliit our
managers' commitments — a key element

of how we operate as a business.

In addition, exploring our talent pipelines in
2019 has helped us to identity successors who
display the right behaviours and will receive
continuous support and coaching to lead.

Wae also ensured that all women who
demanstrated potential to work at Capita's
most senior level had an advocate from our
Executiva Committee to provide suppont
and guidance.

And in 2019, through our mentaring pilot
schemes — including informal arrangements
and involvement with external groups such
as the 30% Club - we developed a global
mentoring approach, which we will introduce
in 2020.

Transformation

Systems and processes

In December, Capita launched Workday,

our globat peopls management tool, to
ensure we are embracing digital technology
and harnessing the skilis of colleagues in aur
Mumbai delivery centre. We now have access
to vastly impreved management information
to further support eur transformation and
future success and have standardised more
than 100 global processes to simplify and
strengthen how we work. In the three weeks
following December’s Warkday launch 69%
ol colleagues had accessed the new system.

Alongside Workday, we also launched
People Hub, which includes an online portal
to raise querles with our Mumbat team, along
with digital HR information, questions and
answers, policies and proceduras, the latest
naws, knowledge and information, and links
to other Capita apps and systems.
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Being a force

for good

At Capita, we touch the lives of millions of
people every day. Through our customer
conversations, business operations,
digital solutions and responsible business
programmes, we have a unique opportunity
to be a force for good, helping address
global chatlenges and making a positive
contribution to society.

Qur approach to responsible business
undernins our purpose, and, supported by
our values and behaviours, ensures that our
colfeaguss are equipped t0: be honest and
fair with clients and customers, suppliers and
partners; treat everyone with dignity and
value different opinions; help protect the planet;
and make a full and fair contribution to society.

In 2019, we continued to transform our
business responsibly, striving to ensure
environmental, social and ethical
considerations are imagrated into all our
decisions. We published our first supplier
charter, setting out how we will buid long-

Qur strategy

We are
responding

to the

relevant global
challenges our
business and
soclety tace
threugh four
focus themes
underpinned
by our centra)
theme.
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lasting relationships with our suppliers;
launched our cade of conduct, which guides
our employees {0 act responsibly; cormmitted
10 pay ali UK staff the real living wage as

a minimum; and significantly improved our
policies relating to matemity, paternity and
shared parental leave in the UK. Our two
employee directors mean that veices from the
wider workiorce are now heard at Board level
and can help influence strategy development.

Alongside this we: have helped 7,353 young
people develop skills which will help them
succeed in the workplace, through our
partnerships with Teach First and Young

Enterprise; have made positive strides

with corporate culture, with 73% of our
people agreeing they work in an inclusive
environment; and have reduced our carbon
footprint by 5.9%' from 2018.

We also established a responsible business
cormmittee, a sub-committee 6f our Executive
Committee, which has overall accountability
for our approach to responsible business

and reports to the Board twice a year.

During 2019, the committee’s focus was

on diversity, social mobility, mental heaith
and climate change.

Dtiving greater
social mobility

Enabling better
digital access

Youth skills Digital inclusion
and jobs We will equip
We will empower 10,000 people in
100,000 young our communities
people in the with the digital
communities we skilis required for
serve la pragress today's warld.
imto the world
of work.
Which wiHl hetp Which will he!p
impact itha tollowing Impact the following
UNSDG's UN SDG's
[N S, ;R

Wi ) i i

Opaerating responsibly

Building a

maore inclusgive
organisation
Inclusive
workplaces

We have a
workforce that
reflects the
diversity of our
oomnunities and
is inclusive so that
all employaes can
bring their ‘whole
sefves' 1o work.

Which will help
Impaet the following
UNS0G's

il

Reducing our
environmental
impact
Sustainable
[nnovation

We will seek

to reduce our
carbon tootprint
and adapt to
climate change,
supporting our
clierts to do
the same,

Which will help
Impact tha {otlowing
UN 5DG's

Our central theme covers our approach to governance, business ethlcs,
suppller mgnagement, client relations, and health and safety.



Delivering our strategy

Youth skills and jobs

Capita is a support services leader in

the education sector. As our praducts

and services support schools to thriva,

we are using our own gkills and experience
to support young people from areas of low
social mobility to develop the right skills and
abilities to succeed at work. Through our
partnerships with Teach First and Young
Enterprise, we have supported 7,353 young
people with employability skills in 2019.

We also spensored the UK Social Mohility
Awards for a second consecutive year.

Digital inclusion

We aim to be at the forefront of the digital
revolution, using emerging technologies,
data analytics and automation to serve

our clients. Yel we recegnise that while
digital transformation offers huge growth
opportunities, it presents challenges

to society as a whole, and we have a
responsibility to make the digital world an
inclusive one. In 2019, wa have baen working
to understand how technaological advances
are changing the way we work, developing
a framework for responsible automaticn
alongside strengthening our ability to help
our people and clierts harness the power of
automation. Within our communities, we are
working to improve the diversity of the tech
sector and promoting digital skilis for all.

Inclusive workplaces

The most inclusive organisations are the
most successful, so we are championing
inclusion and diversity to reflect the
communities we serve, while ensuring we
provide a range of initiatives to support our
employee wellbeing. We made significart
progress against our inclusion and wellbeing
abjectives in 2019, You can read more about
our approach to inclusion and wellbeing

on pages 33 and 34.

Sustainable innovation

At Capita, we seek to reduce our contribution
to climate ¢hange and support our clients

to do the same. In terms of minkmising our
negative impact upon the environment, over
the course of the year we sought to make a
number of changes to the way we work. We
focused, for example, on investing in energy
efficiency - upgrading heating, lighting and
gir-conditioning systems across the business,
and also on reducing our non-essential
business travel. Qur carbon footprint in

2019 was 5.9% lower than in 2018,

Following a review of our approach

to climate change by the responsible
business committee, we are aligning to the
recommendations of the Financial Stability
Board’s Task Force an Climate-related
Financial Disclosures (TCFD) setting a carbon
reduction target in ine with climate science.

1. Aaeduction in carbon loolprint based on emissions
por headcount from 2018 baseling.

Responsibla business

Our CEO, Jon Lewis, joined other business
leaders in writing an open letter to pledge
support for the UK’s bid to host the 2020

UN ‘Canference of Parties’ climate conference
(COP26), reflecting our commitment to
environmental sustainability.

We have also been working with our
divisions to identify the products and
services we deliver that help our clients
respond and adapt to climate ghange.

For mora information on how we collaborate
with clients to solve enviranmental’
challenges, please visit www.capita.com/
responsible-business.

Annual greenhouse gas emissions

We measure our environmental performance
by reporting our carban foatprint annually in
terms of tonnas CQ, equivalent (tCO-e) and
tonnes CO; equivalent per person. The data
relates to Capita’s owned and leased facilities
under its operationa! control across all
geographies. We report separately on aur
direct emissians fram Capita-controlled and
owned sources {scope 1), indirect emissions
from consumption of electricity, heat or steam
{scope 2), and emissions fram third parties
{scope 3). This ensures cur compliance to
Part 7 of The Companies Act 2006 (Strategic
Report and Blrector's Report) Regulations
2013 which requires certain disclosures in
respect of greenhouse gas emissions (the
Strategic Report GHG Emission disclosures}).
Corporate Citizenship was engaged to
provide independent limited assurance over
the selected greenhouse gas emissions data
highlighted in this report with an asterisk
using the assurance standards ISAE 3000
and 3410, Corporate Citizenship has issued
an unqualified opinion over the selected data,
their full assurance statement is available

at www.capita.com/responsible-business.

Strategic
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Methodology

Our disclosures cover sources of our
greenhouse gas emissions from our
operations in UK, Iretand, Europe

{Poland, Germany, Switzerland, Austria),
India and South Africa, Capita converts

the consumption data into a carbon footprirt
with consideration to the World Business
Council for Sustainable Development and
World Resources Institute's (WBCSD/WRI}
Greenhouse Gas Protocol, together with
the latest emissions factors from the UK
Department for Erwironment, Food and Rural
Aflairs {Defra) or, where available, the latest
industry factors, such as hotel stays from
the Green Tourism Board Scheme.

Operating responsibly

Capita is transforming to hecome a
business that puts responsibility at the
heart of everything we do — integrating
environmertal, social and ethical
considerations inta our strategies and
decision-making processes. We seek (o
cenform to high standards of international
bast practice in terms of responsible
business by having policies, procedures
and programmes in place to engage and
meel the needs of all our stakeholders.

Cllent relations

We continue to actively seek the views of
our clients, undertaking a Capita-wide net
pramoter score (CNPS) survey. In 2019,

we received feedback from more than 800
individuals across 500 clients. In the survey
we ask for commentary on our current
perfarmance and for clients” future priority
areas whera they believe we should focus.
We feed this information to each business
unit within Capita, who take the time to
understand the root causes of the issues
raised. Armed with this understanding, they
close the loop with the clients by implementing
solutions that will address the raised
comments and concerns.

Annual greenhouss gas emissions 2019 2018 207
Scope 1t {CO,e) 18,960.67" 18,819.24 22,605.38
Scope 2 {tCOye} (location-based) 41,894.14" 45.174.51 54,261.61
Scope 2 {tCOze) (market-based) 27,651.00"

Scope 3 (tCO,e) 30,822.46* 36,401.06 29,264.29
Total gross tonnes of CO,a {location-based) 91,677.27 100,394.81 106,131.28
Total gross tannes of CO.e (market-based) 77,434.13

Total gross tonnes of COe/£1m revenue

{location-bhased) 24.92 25.62 25.56
Total gross tonnes of CO,e/headcount

{location-based) 1.5 1.59 1.52

Rastalad 2018 emizsions dats Lo include amissions rom waste and improve the accuracy of reporting, using actua! dala
to replace estimates. 2017 emissions de not include emissions from waste.
Scope 1: Emissions from Capita sources that are controdled by us, inciuding the combystian of tuel, company-owned

vehicles and the operation of ouwr facilities.

Scope 2: Emissions from the consumption of purchased electricily, hoat or steam.
Seope 3: Emissions from non-owned sources rolatad to Capita’s activities, Including business travel and waste.

* GCorporate Citizanship assured data.
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Supplier relations

Wa spant £2.1bn this yaar with more than
26,000 direct suppliers in 85 countries. We
value the business relationships we have
with our suppliers and seek to bulld jasting
relationships, treating our suppliers and
partners fairly and paying promptly. in June,
we published our supplier charter which
sets out the basic principles of how we will
conduct business in an open, honest and
transparent manner, and the behaviours
and practices we expect ol our suppliers
and partners. We are signatories 1o the
UK Government's Prompt Payment Code,
reporting our payment practices and
performangce to the Government every six
months. in ihe year ending 2019, we paid
76% of micro-organisations and 86% of
our SME suppliers within payment terms.
In all cases, 97% of our suppliers were
paid within 60 days or less.

Ethical business

in August, we launched our code of conduct
which describes what we must do and how
we must behave to ensure we have the trust
of all our stakeholders. The code applies to
evaryone who works at or with Capita. We
also launched a refreshed speak up policy.
This policy is there for any persan working
at or with Capita, if they face a situation that
contradicts aur code of conduct. It explains
how these types of concemns, also known
as ‘whistleblowing', can be raised within
Capita and the channels available to do

so confidentially, responsibly, effectively
and without fear of repercussions.
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In September, we published our operating
respensibly guidelines for third party
transactions. The guidelines set out the
criteria for determining how and where
we operate, and which customers, clients
and suppliers we will work with, including
considerations regarding political instability,
human rights, environmental damage and
reputational risk. The application of the
guidelines is assessed via divisional and
Group contract review committees.

Creating a safe working environment
We have a robust health and safety
management system which incorporates
processes and procedures to manage
identified risks effectively and to ensure
compliznce is achieved across the business.
Compliance levels are monitored through
audit, and performance is reported to our
Executive Committee monthly. Data is
analysed for trends to ensure continuous
improvement, to positively influence
behaviours and to achieve the required
outcome of a legally compliant organisation.

Bribery

We do not tolerate bribery and corruption.
Qur anti-bribery and corruption policy applies
to all Capita businesses and employees. The
risk & compliance team monitors compliance
against this policy, ensuring ail parts of the
business are aware of their responsibiiities

in terms of charity donations, sponsorships,
facilitation payments, gifts and hospitatity.

All employees must compieta financial

crimne training annually.

Protecting privacy

We take very seriously cur responsibility
to keep our client and people data safe
and secure, We process personal data in
line with all applicable laws, including how
we collect, store, use, retain, transfer and
delete personal data. Qur privacy policy
details how we expect everyone to take
responsibility for the privacy of data, applying
our data protection standards, procedures
and guidance in their areas of the business.
These are our baseline requirements
which must be followed and include
maintaining information asset registers,

a comprehensive incident management
process and completing data protection
impact nents where necessary.
We continue to ralse awarenass of

the Imponance of privacy through

our mandatory training and ongoing
commupication programmes.

Strengthening security

QOur information and cyber security palicy,
and associated standards, quide us all

on how to act to keep information safe.

We continually review these policies and
standards to align with industry best practice
and keep abreast of emerging threats. We
raise awareness of these policies through
ongoing communication and training
delivered via cur security subject matter
experts and senior managers. Qur cyber
resllience programme, which began in May
2018 led by our chief information security
officer, is a three-year programme that
enhances our skills, processes and
techneology 1o maintain a resilient and
responsible business. This year, we

have increased the capability and cyber
technology within our centrat security
operations team; published our new cyber
security framework; and rolled out training
to all senior managers. This has ensured
our applications and products are secure
by design. We are in the process of finalising
the certifications for all our government
clients, to align with the UK Government's
Cyber Essentials Scheme.

Human rights

We aspire to conduct business in a way that
values and respects the human rights of all
our stakeholders. Qur human rights policy
details our commitment to upholding the
principles of human rights, as set out in

the UN declaration of human rights and

the Internationaf Labour Organisation core
labour principles. We comply with all relevant
legislation, including the UK Madern Siavery
Act, which is detailed further online.
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Non-financial information statement

This section of the repart constitutes Capita's non-financial information statement, produced to comply with sections 414CA and 414CB of the
Companies Act 2006. The table below, and information it refers to, is intended to help stakeholders understand our position on key non-financial
matters. This builds on reporting that we do under the following frameworks: CDP, Dow Jones Sustainability Index and the EcoVadis CSR Assessment.

Whers Is thig referenced In this report?
« Responsible business: sustainpable innovation page 37

Policies and standards which govarn our approach
+ Health, safety and environmental policy (E)

Raporting requirament
Environmental matters

Employees + Code of conduct (E} - Responsible business: ethical business page 38
+ Health, safety and environmental pelicy (E) « Responsible business: inclusive workpilaces page 37
+ Diversity and inclusion policy (E) - Diversity data (in people section) page 34
+ Employee handbook (1)
Human rights + Human rights policy (E) + Responsible business: operating responsibly — supplier relations page 38
» Supplier charter (E) + Responsitle business: operating responsibly — human rights page 38
+ Modern slavery statement (E)
+ Information and cyber security policy (E)}
« Privacy policy (E)
» Empioyment screening policy (1)
Social matters + Community and charity policy (E} + Raspansible business: youth skills and jobs page 37

= Community and charity standard (I} + Responsible businass: digital inclusion page 37
« Volunteering FAQ ()

+ Maiched funding FAQ {1}

- Fundrgiging FAQ {1}

« Anti-bribery and corruption policy (£)
- Financial erime palicy (E)

Anti-corruption « Responsible business: operaling responsibly - bribery page 38
and anti-bribery
Due diligence

and outcome

- Risk management framawork pege 42

» Aisk management framework
= Audit and Risk Committee report page 68

- Annual internal audit glan
» Risk register
« Audit and Risk Commitiee reporl

» Business model page 6

- Non-financial KPlIs page 7
* Responsible business page 37

Business modet
Non-financial key
performarice indicators

! = Group policies, guidance and stendards published i y, E ~ Graup policias, statement and rapors published extamally

Section 172 statement

The following disclosure describes how the directors have had regard to the matters set out in section 172(1a) to (f} and forms the directors’
statement required under section 414CZA of the Companies Act 2006.

Stuakehclder  Strateglclssue

Engagement

Qutcome

Principat decision®

Furthar detalls

Qur people Workforce engagement;
organisational
culture; employee
net promaoter score

Paople surveys; regutar
all-employes communications

Board visit to indian digital
delivery centre; established
managers’ commitments;
research into future of work

Appointment of two
employees to the Boand,;
refteshed purpose, values
and behaviours

People section on pages
32 to 35 and page 59 af
the diractors’ report

Clients Net prornoter Client survey; regular mesetings  Recelpt of regular detailed  Gollaboration with Responsible business:

and score; quality with government and annual feadback summaries; government on outsourcing  aperating responsibly —

custorners and sustainability; review with Cablnat Office astablishment ol Group playbook and resofulion client relations page 37

additional value contraci review committee  planning
1o ensyre delivery against
cortractual obligations

Suppliers Payment practices Regular meetings with Approval of new supplier Responsible business:

and Federation of Small Businesges; charter; signatory o UK operating respongibly —

partners account management meetings  Prompt Payment Code supplier relations page 38
with large suppliers {target 95% of supplier

payments within 50 days}

Investors  Transformation Reamuneration consultation Launch of Capita Appainiment of new Annual staternent and
with major shareholders Consulting; investmentin ~ Remuneration Committee  remuneration policy
and govermnance advisors; ctient value propositions; Chair; refinement of short  seclions on peges 78 ta 88;
govemanca roundtable for corporate brand refresh and long-term incentive gshareholder engagement
shareholders; regular investor matrics in proposed new section on page 58
programme and feedback remusneration policy
through tha year .

Society Operating responsibly  Meetings, memberships and Established responsible Approval of new code Aasponsible business
surveys of hon-governmental business strategy and of conduct section on pages 36 to 39
organisations and charities respansible business :

committee; approval of
third-party transaction
guidelines; commitment
to real living wage in
2020; enhanced family
pay policies; Fair Tax
Mark accreditation
' Principal decisions are those that are material te the Group andior significant to any of sur key stakeholder graups.
Respansible business Capita ple Annuaf Report 2019 39
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Internal control

and risk

management

Capita continues to focus on Impraving
its risk management te support the
business in achieving Its strategic
objectives. The risk management
approach is based on a three lines of
defence model. Capita has concentrated
on updating its enterprise risk
management framework. A controls risk
gelf-assessment (CRSA) tool has been

Further work will be carried out during
2020 to assess the results of the pilot. This
process has taken longer than anticipated
because the variation in processes and
cantrals across the Group was greater than
anticipated. As a result, the implementation
of a comprehensive CRSA process has
been delayed until 2020. In the coming
year, work will focus on standardising

developed and piloted to
of the controis across the divisions.

Caplta ple Annual Report 2019

proc and controls to enable an
effective CRSA process.

How we manage risk

Utimate accouritability for risk management
lies with the Board, supported by the Audit
and Risk Committee and the executive.
Risks to the successiul delivery of strategic
abjectivas are identified and managed using
the entetprise risk management framewark
{ERMF), which combines a top-down
assessment of business risk set in the cantext
of a defined risk appetite, with bottom-up
operational processes and controls.

The ERAMF is set out in Capita’s blue book —
which details Capita's operating model — as
well as in supporting policies and procedures.
Mitigation of risk and compliance with these




Strategic

report

policies and proceduras is a mandatory
expectation of all colleagues, which is
confirmed through ragular risk reporting.

The approach is designed to Identify
potential exposures at an early stage and
to prompt robust action to minimise any
negative impact.

The application of a consistent three lines

of defence approach across all business
activities aims to ensure that effective controt
measures are in place for the risks that have
the highest potential impact. The Board takes
assurance about the management of risk

The focus has been on ensuring that the
business units as the first line of defence
understand their responsibilities and have
appropriate controls in place. There is further
work to be carried out in this area, The
second line of defence {(as outlined in the
diagramy) are carrying out work to ensure that
appropriate activities to provide support and
challenge are embedded.

The Board delegates responsibility for reguiar
reviews af key business risks and the risk
management process to the Audit and Risk
Committee. It approves the annual plans for
internal audit and risk and compliance. Itis

the external audit scope and receives reports
on findings. it receives regular updates from
members of the executive on the management
of risk in their respective areas.

A financial services risk committee was
reconstituted in 2019 to provide oversight of
the ragulated financial services businesses.
Capita recognises the importance to clients
and customers ¢f the financial services
businesses it operates, and the need for
specific oversight to manage and mitigate
risks associated with those businesses.

The committee Is chaired by an independent
non-executive director and reports to the

from the model as shown below. Audit and Risk Committee,

provided with regular updates on progress
throughout the year with reports on findings,

issuies, risk incidents and themes. it also sets

Risk governance structure
and defence tiers

Third line of defence

Assurance of the eHectivencss of the tirst and second
line contrals through independent internal and external
audit, reporting to the Audit and Risk Committee.

Audit and Risk Second line of det

Committes ol defence

Executive and commitices provide oversight and
chalienge, Group Risk & Compliance establishes
Group-wide risk governance and business resilience
requirements, venfies adherence and maintains oversight
of enterprise-wide risks, Compliance sets and veridies
adherence te financial services and financial crime
regulations. Group functions eg Information Security,
Pegple, Finanee, Legal (including Prvacy) and
Commercial set functional pelicy, limits of authority,
systems of control and monitor adherence,

Risk, compliance
and governance

Divisional and business Firstline of defence

unit management

Business operations deliver products and services,
and design, deliver and test operational controls,
processes and systems to ensure resilience and
compliance with legislation, regulation, contraclual
obligations and Group pelicy/standards. The husiness,
as tirst line of defence, also maintains day-lo- day risk
identification, assessment, management and reparting.

Local rigk committees
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Risk management framework

in line with the transformation activity

during 2019, the risk management framework
has been refocused. It consists of the
following elements:

Risk environment

- An assessment of Capita’s internal

and external enviranment and, through

a refreshed set of principal and divisional
risks, sets the basis for how risks and
controls are identified, assessed and
managed. This includes recognition

of variaus risk types including strategic,
regulatory, legis!ative, technical, financial,
operational, reputaticnal and people risks.
By formalising and developing a pragmatic
application of risk appetite and tolerance,
this provides a structure 1o risk
assessments, driving reporting and
escalation of risk and helping inform
acceptable strategies in pursuit of
business objectives.

Risk t, resp and controls

- A combined top-down/bottom-up pracess
has been developed to analyse risks,
considering impact, likelihcod and appetite
as a basis for determining how risks
are managed. Appropriate risk response
strategies have baen developed, including
agreed accountability for the risks,
ownarship, action plans and timelines,

The controis strategy, including contrals
maturity, has been reviewed to drive
targated improvements 1o the interna|
contro! framework.

{Cansideration of risks reported ata
principal and a divisional leve! which
impact one another has been made.
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Maonitoring and reporting

- Reporting processes were refined and
developed to ensure relevant information
is Identified, captured, and communicated
in a form and timeframe that enable
people to discharge their responsibilities.

= Governance, assurance and monitoring
processes were updated to help drive
sustainable changes and continuous
improvement through the use of
automation where appropriate.

- New reporting templates were created.

The approach combines a top-down strategic
assessment of risk and risk appetite, with

a bottomn-up operational identification and
reporting process. The risk management
framework includes a robust means of
measuring risks. Through the operating
focus and culture set out in the blue book,
we empower all colleagues to manage risk.
This approach is designed to highlight
potential probiems at an early stage so

that prornpt action can ba taken to minimise
any negative impact to customers, clients
and stakehoiders.

Risk appetite

Risk appetite is the level of risk Capita

is willing to take to achieve its strategic
objectives, together with the level of risk
exposure that it can withstand. The Board

is responsible for setting and monitoring

the risk appetite. The purpose of this is

to balance the risks arising in pursuit of
strategic objectives with an appropriate level
of investment in controls to manage the risks
to the desired level. Work will be done during
2020 to refine this into a more granular tool to
support the Board in its managerment of risk.

The Board, having reviewed the responsibility
for the organisation’s overall approach to risk
management and intarnal control, considers
that the approach, including internal controls,
are appropriate and effective. Given the
focus on transforming the operating model
and the improvements in the risk management
approach including a more standardised
enterprise risk management framework,

the tocus in 2020 and beyond will be driving
greater efficiencies and consistency in the
internal control approach.

Effectiveness and etficiency
of financial controls

As noted in the Annual Report and Accounts
2018, Capita has embarked on a finance
transformation which it expects will drive
improved data quality, standardisation

of activities performed by the finance
community, and optimise the use of offshoring
and shared service centre delivery models.
These actions are designed te develop and
deliver batter processes and controls across
the business, improving the financial risk
framework employed by the business.

As part of this programme, in 2018,

an evaluation of financial controls was
undertaken by the senior finance team
ta review the material financial controls
currently in place and to identify areas
where these might only be partially effective
or be inefficient in achievement of their
purpase. Any material issue was dealt
with through mitigating activities, This
work was revised during 2019 to ensure
the effectivanass of the existing controls.

In late 2019, management decided to defer
the go-live of new finance systems as more
work is required on the core processes and
procedures before implementing the new
systems. Management continues to focus on
implementing a new target operating model
and standardising the processes which sit
outside of the finance systems. This will
include a reduction in non-standard activity,
an expansion of finance sharad service
centres for transactional ard controllership
activity, and strengthening the business
partnering capability of the function. As part
of the activity to standardise processes, the
financial risk framewocrk wili be improved and
strengthened. Managemant will review the
design of contrals across key financial
processes to aliminate control gaps and
agree the residual risk pasition while
simplitying control design.



Principal
risks

A revisad assessment has been undertaken
by the executive and the Board to assess
the principal risks facing the Group and
consideration given to those that threaten
the business model and could impact on
future performance and strategic objectives.
As described in the CEO and CFO reviews,
white much work has been carried out to
improve controls across the business, there
is more to be done. As the franstarmation
of Capita has progressed, it has become
clearer that continued focus an people,
culture, systems, processes and controls

is required — to drive greater awareness

and more consistency in risk identificatian,
management and mitigation. In addition,
thera is mare work to do to update our
service and product offerings, as well as
our capability to engage effectively with
our clients to drive revenue growih. We
are having to invest mare than we initially
thought to fully transform and yiow Capita.

The Board has assessed the emerging and
principal risks and receives regular updates.
This remains a key focus area for the Board,
its committees and the executive.

Strategic

repart

Principal risks

This heat map shows the paosition of the
principal risks.

>

1. Failure to live our purpose 7. Inability to secure
and faitura to change contracts with an acceptable
stakeholder perception 50 we risk and reward balance
are seen 10 live our purpose. {including meeting
changing societal trends).
2. Failure to deline and resource 8. Failure to delight clients
the right medium-term strategy. and customers with software
performance or project
and service delivery.
3. Failure to innovate and 9. Aninadequate risk-based

develop new value propositions
for chents and customers
to drive sustainable growth.

system of internal control.

4. Failure to attract, develop,
engage and retain the right
people for current and future
client propositians.

10. Failure to deliver
the Transtormation
Programme in ine with
2020 Commitments.

5, Failure to change the culture
and practices of Capita in
line with our responsible
business agenda.

11. Failure to plan for,
influence and respond
to potential changes in
the pofitical climate.

6. Failure to protect data,
information and IT systems.
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12, Failure to maintain financial
stability, viability and achieve
financial targetsfasults.
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Strategic Risk
report management
continued

Rigk assessment key ' .

Tha known exposure as a combination
ol likelihood and impact, taking into
account mitigating actions:

O

Critlcal Uncomfortable At tolorance
The tmaximum tay#l of risk Capita can Aisk foval likely 1o cauga problems A businass-as-usual risk, manageable
baar and remain affective at delivering its that wauld pui uncomfortabla with the right paople and process in place

stratagy. Of immediate critical concarn.

prassura on defivary.

1o respond ta the (hreat. Fecognised as
an early warning indicator. A tolerable
lavel of rigk,

Princlpal rigk

Palential Impact

How we menage the risk

o Purpose

Fallure to Hve cur purpose and to
change stekeholder perception so .
that we are agen to live our purpase. -

Agsessment at year-end:
Uncomfortable

.

Thea risk in this area is uncomfortable
because Capita is part way through
a multti-year transtormation which

Is prograssing well but taking longer
than expected.

- the strategic objectives and initiatives ara

not aligned to the purpose of the business
transtormation does not change

stakeholder percaption

brand and raputation adversely impacted
clients, suppliers and people don't want to
work with, or for, Capita

investors lose confidence in the transtormation.

Mitigating actions In 2019:

~ rasponsible business agenda implemented including more proactive
communications, lracking shargholder sentiment and fixing conlracts
= Capita cotporate brand refreshed, alongside an adverising campaign
- reputation has dsen among external stakehalders
- aceredited member of the Good Business Charter
- employee engagement programme rofied out to drive the new
values and behaviours,

Future actions:

« continue to embed responsible business agendea
- monilor stakeholder perceptions.

o Strategy ’

Failure to define and resource -
the right mediumn-lerm strategy. .

Asgessment at year-end:
Uncomfortable

v

The risk in this area is deemed
uncemiortable as a result of difficulties
in funding and implementing strategies
for a business operaling in many
divorse sectors.

lack of clear direction driving customer
proposidons

invastment detisions with sub-optimal returns
ditficult to prioritise investmem decisions
customers, partners and employees are

not clear on prionities

difficuft to articulate investment case

for invastors.,

Mitigating actions In 2019

+ guarlerly strategy review meetings put in place
+ commilteas that detarmine allpcation of investment furkds
were aligned with strategic imperatives.

Future actions:

« further business simplification

- monitor progress on implementation

* aliyi investinsent Jecision-making procoss mere cloarty
1o stratogy.

o innovation

Failure to innovate and develop -
new value propositions for
cllents and customers to drive
sustainable growth.

.

Asgessmant at year-end:
Critical

The risk in this area is at critical due

to the complexity of tha product legacy
at Capita and the speed of innovation
inmany of its narkets,

unable 16 competa with others who

are innovative

unable to maximise new techinology
unable to grow and develop into now
markets loss of new and exigting business
to competitors

arcded corparate positien in the market
unable 1o attract and relain the best people.

Mitigating actions in 2019

. = innovation driven by client facing consuiting tearn

- development of 2n automation hub to lead thought leadership
in this area
- developed partner strategy and access innovatton from ecosystem
« cfient value propasition (CVP) team aestablished which tests
innovation and marketing competitiveness for all CvPs.

Future actions:

- confinue 1o monitor technelogy changes for pofential use

+ embed the GVP team

« proactivety building innovation early into renewal discussions

- rolling out a programme to capture innovatian from within Capita

- partneting with a leading innovation company to institutionalise
innevation as a means 1or better business and social good

« plans for further investrment.

o People

Faflure to ettract, deveiop, engage -
and retain the rght pecple for current -
and future cllent propositiens.

.

Assesgment at year-end:
Uncomfortable

The risk in this area is rated as
uncomfortabie because there is continued
atirition and as the revsed culture is
embedded, more employees may decide
that they don't fit within tha culture.
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loss of key employaes

unable to attract the fight geople with
tha right skills

lack of skilled, competent resource
increased cost of recruitment due to
high attrition rates

unable to deliver Capita's stiategy.

Mitigating actions in 2019:

+ focused on succession planning and development of employess
» developed talent reviews, enabling employees to identity
new oppartunities and 10 move o new rales within Cepita
~ impiemented new HR systam
+ Capita Academy set up to ain new and existing statf
+ amended benefits package 1o try to retain staff.

Future actions:

+ embed the new HR system
+ ensure an effective and transformed approach to employee
engagement and communications.



Critlcat

Strategic

report

Frdncipatl rlak Potentlal Impact

How we manage the risk

- potential for new cliemts rot 1o want to
contract with Capita

+ unable to attract and retain talent

- negative corporate reputation hampers
ability ta defiver sustainable growth

« climate change impact not considered
in cperations.

o Culture

Faflure to changa the culture
and practices of Capita In
line with our reaponsiblo
husiness agenda.

Assessment at year-end:
Uncomfortable

The risk in this area is deemed
uncomfortable because the existing
cultere is deeply embedded and
significant change is required. While
early slgns of change are positive,

we axpect a lengthy process to deliver
the change required.

Mitigating actiona [n 2019;

+ principles and code of conduct for staft set out

» responsible business strategy published

- two emgloyees appointed o the Board

- committed to real living wage as a minimum for all UK employaes

- commitied to supplier charter and signatories of UK Govemment's
Prampt Payment Code

» Capita values rolled out across the husiness

- enhanced matarnity, paternity and shared parental leave benefits.

Future actions:

« continued to focus on the elements ol being a responsible business

» employee netwarks to be rolled out

- alignment 1o the recommendations of the Task Force on Climate-
relaled Financial Disclosures (TCFD).

+ loss of client or customer data

- lass of one of Capita’s data centres and not
having disastar recovery and/or businass
continuity plans in place

= lass of service availability to Capita andjor
its customers due to cyber attack

+ unauthorised or inappropriate access lo data
dua to cyber atiack

» reputatlonal damage leading to loss of
existing contracts and ditficulty when bidding
for new business

= potengial for significant regulatory finas.

o DatanT

Failure to protect date, information
and IT systems.

Assessment at year-end:

Tha risk in this area [s critical because
there are new threats which need to be
managed as weli as programmes of
work to be completad to enhance the
controls around data and IT gysterns.

Mitigating actlons in 2019

- completed a prograrmnme of work on cyber resilience

+ provided a mirror image data centre with a full failover service

+ trgined and raised awareness of data protection requirements

+ updated set of operaling procedures In place

- data protection impact assessments carried out

- strengthened managemaent across cyber and data teams

+ contract review committee processes updated to ensure data
protection is factored in early at contract award or renewal.

Future actlong:

+ engoing programme of cyber rasilience activities
« ongoing reviews of disaster recovery and business continuity plans
- continued focus on data protection requiremeants,

= loss of contracts

» lack of ability 10 acquire new business

« contract terms ara not met or understood

« exposure to unexpected costs or onerous terms

+ brand and reputation damage if not managed
effectively.

o Contracts

Fallure to gecura contracts with an

bte rigk and d balance
(inciuding meeting changing
socletal trends).

Assessment at year-end:
At tolerance

The risk is at tolerance because the
legacy issues in cortain significant
contracts have largely been sddressed
and limited contracts of a similar nature
hava been taken on.

Mitigating actlons In 2019:

- cantract review committes embedded and improved, allowing better
understanding of contract risks in new or existing arrangements

+ contract remediation committee in place to review existing contracts

+ transactions committee in place to review acquisifions and disposals

+ management commitiee reqularly reviews contract performance.

Future actions:

« contract review committes post deal review process to be put
in place.

+ loss of existing contracts
- brand and reputation damage
+ limited or no new business,

o Clients

Fallure to delight clients and
cugtomers with sotiware
parformance or project and
garvice dellvery.

Agsessment at year-end:
Uncomfortable

The risk in this area is uncemfonable
hecause more work 1s required

to embed new processes

and governance.

Risx managemant | Principal risks

Mitigating actions In 2619:

* new project govarnance methodology in place

» pregramme and infrastructure commitiae put in place to
review significant projects

+ learning tacilities developed to deliver consistent skifls tor staff,

Future actions:

- embadding of new project governance
- continuing reviews of curfent and new projects and programmes.
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Strategic Risk
report management
cotinued
Principar riak Potential Impact How wa manage tha riak

= increased fraudulent activity

« increased risk of financial malpractice

+ greater iegulatory or client scrutiny

- increased costs associated with
remediation activities

- Teputational damage and regulatory
fines in financial services sector

- reputational darnage in government sector

where there are stringent compliance

requirements

service detriment to our clients or

end-customers.

o Internal control

Faiture to develop and
maintain a risk-based system
of internal control.

Assessment at year-end;
Un¢emtortabile

The risk in this areq is uncomipriabls
because the internal controls are

not sutficiently consistent and tested
across all businesses and functions.
Hewever, the controls anvirepment

is assevsed as sufficient to detect
any material misstatement.

2

Mitigating actions [n 2019:

» governance, boards and committees put in place
- intemal audit programme of work continues

+ moniterad regulatory requirements

= tracked monthly performance of risk thdicators

- CRSA carried out

« financial services risk committee in place

- new and updated policies rolled out.

Future actions:

- continued monitoring and assurance over controls
+ assurance work 1o foilow up on findings trom the CRSA activity
+ continued focus on updating poficies and adding new ongs

ay raquired.

« a complex businass that is unmanageable
oss of revenues, profits andsor cash flows
new technologies and ways of working are

@ Transtarmation

Mitigating actions {n 2013:

+ continuad focus by Exscutive Committes en transtormation
programme and associated risks

Fallure to deliver the not embraced - -
trangformation prograrme. + business is not 1t for the fulure, . :m:;?gdmr:::cl ;;::;ps';wu:cm: ?lll::;c!::hed
Asseggment at year-end: » internal guides published to help optimise current delivery
Uncomfortabte model across locations

+ praject management methodology launched.
The risk in this area is rated as .
uncomfortable due o the complexity Future actlons:
of the transformation which is + embed and continue 10 optimise the new model
anticipated to take longer to fully + further business and aperational simpdification.
complete than expected. - use of new technologies to simplify processes

= continued embedding and applying best practice across

ali programmaes
+ further simplificatinn in line with strateay and biue bonk.
liti - need to navigate change and build engagement  Mitigating actions in 2018:

0 Political with new ministers and patliamentariang

follawing change of government and personnel
« new approach by government to innovation and
public service delivery is a polential risk to
Capita as it may be per¢elved as the status
quo by a radical or reforming government.
possibility of additional regulatory changes
by new government.

Faiture to plan for, influence and
respend to potentlal changes in
the political climate.

Agangament at year-end;
At tolerance

The risk In this area is at tolerance
toliowing the General Election
and Brexit belng confirmed on

31 January 2020.

+ engaged with government and other parlies (eg regutators) to
gramate and protect raputation

« worked to understand business requirements and prepared for Brexit

- participation in government Initiative to put a Living Will in place

- prepared for potential change in gavermnment.

Future actlons:

+ constructive engagement with political stakeholders to demonstrate
Capila’s expertise, responsible business initiatives, ability to transform
and innovate and 1o create better outcomes across the UK

- work with political stakeholders to understand and prepara for Brexit
transition and implementation

- menitor and horlzon scan far political, regulatory and econormic
developments.

+ continued cash gutflow reduces liquidity
available 10 invest In transformation

+ {oss of sharehoaider value

Failure to maintain financlal stability - weakens investar confidence.

and achieve fl 8! targets.

@ Financial managemaent

Asgessment at year-end:
Uncomiortable/critical

The risk in this area is uncomfortable
due to the lack of progress in
generating organic revénue growth
to pravide long-term stability.
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Mitigating actiona in 2019:

- investad in capability 1o grow reverue and transform the business

» enhanced monthly performance reviews

« clearer financial and operational KPis at business, divisional and
tunctional level putin place

= mare formal financial control risk sell-assessment completed.

Future actions:

- focus on cash flew culture within the business

« further transtormation of the Group to enhance financial performance

- debtrefinancing and package of business disposals planned to
enhance liquidity

+ implementation ot a new finance target oparating moda|

- expansion of finance shared service centras

* standardisation of finance processes

« raview of the gesign of controls across key financial processes.




Emerging risks

Identitication of emerging risks

The identification of emerging risks is carried
out by both the business, using a bottom-up

approach, and the executive, from a

top-down perspeclive. Reguiar reviews of
risks, including ermerging risks, are included
at risk committees throughout the business.

Strategic

report

Emerglng risk

Description

o Managing our

cash flow

Adjusted and reported free cash flow ase key
performance indicators for the Group and our
objective |s ta optimise each element of our working
capital cash flow, by ensuring we pay, and in turn
are paid, [ accordanca with our agresd terms

and conditions.

Developing and maintaining clear, open and
supportive relationships with our clients, customers,
suppliers and partners are kay tenets of our purpese
‘wa create better outcomes’, and ensuring that

we have a deep understanding of the implications
of these refationships on our workirig capital
management ls central to this purpose.

Ouring 2019, we inltiated a Group-wide programme
12 enhance analytical capabilities and process
improvernents In our working capital cash flow cycles,

Capila values the business relationships it has with suppliers and
saeks to bulld lasting relationships, treating our suppliers and
partners fairly and paying promptly. We continuag to sirive to fully
meel the requirements of the Governmen Prompt Payment Code
and we are conlinuing the development of analytical tools to give
ug an accurate real-tme view of how we are performing against
the high standards wa set ouiselves.

We are undertaking a detailed review of gur ‘order-lo-cash®

cycle ta enhance our understanding of our clignts’ and custamers’
requirements and behaviours in their payment cycles, We are
also teking steps to enhance the capability of our receivables
management processes and to improve the efficiency of aur cash
collection, The importance of our working capital management
has been consistently communicated to our internal stakehalders
throughout the yaar,

o Uncertain trading
environment

White there is clarity on the decision to leave the
European Union, and the final date has bean setlo
complete the process ol departure at the end of an
11-month transition period, the exact nature and
terms of the UK's exit and angoing trade relationship
remaln far from certaln. Furthermore, whiie a *hard
Braxit' may result in some regulatory liberalisation
and fiscal incentives to stimulate the economy, it also
risks a period of economic uncertainty and kurbulence.

During the next few manths we will continue to monitor
devalopmerts closely, keep our s1al advised of any changes
hat may atfect them and ensure that Capita is in a pasition

to respond to change and uncertainty. We will also approach
government directly when faced with any specific concems
and engage proactively with tradw budies, as relevant, on
matters of wider business interest. At the same time, evary
effort will be mada to ensura that our clients and partners value
the benefit of Capita services while having to manage their
own challenges and opportunities.

Impact of )
climate change

Recagnition of the dangers imposed by climate
change and the demard for action is now universal.
The specific business risks faced by Capita are in
ling with the business seclor In general. Haowaver,
the prassures on government and business to take
action seem likely to contribute to a sustained period
of change, some of which could be qulte rapld and
may result in Increased regulatory and fiscal
dermands alongside enhanced lender efigibility.

While Capita will continue to make positive contributions to the
sustainability agenda, we will also: closely moniter devélopmenrts:
keep abreast of potantial changes that could impact the business;
cantribute 1o formal consultations and seek, when relevant, turther
opportunities 1o influence the government in the development of its
response and action plan —balancing business interests with the
need to build a zero-carbon aconomy.

For mora information about our approach to climate change, please
refer to the responsible business section on page 37.

o Medicai outbreak

In the early months of 2020, we have seen a virus
rapidly spreading across China and ather Astan
countrias, and more recenly into other parts of the
wairld, including western Europe and the UK. Capita
has taken the opportunity to consider its approach
to incidents of this nature, which could significantly
impact stafl.

Ateam has baen created to ensure that Capita is
as prepared as possible for a potential global health
emergency. The focus bas been to create clear
written guidance for managers and team mansgers,

ard to be ready to pravide on the ground support as required.
Capita has also set up a single point of contact (phono and email),
should it be required.

Capita monitors national and international sources of information
about relevant global health emergencies continucusly, and can
provide interim urgant quidance updates 1o all staff as required.

Risk managemant
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Strategic Risk
report managemernt -
continued

Viability
statement

The multi-year transformation plan described
earlier in the strategic report underpins the
viability of the Group and Parent Company.
The successful delivery of the plan will
transtorrm Capita and drive lorward significant
revenue growth with client solutions that

are differentiated in the markets the Group
operates and from a more competitive cost
base. This underlines the Board's cansideration
of going concern and longer-term viability.

The base-case projections prepared for
the going concern {noted on page 115) and
viability assessments are derived from the
2020-2022 business plans as approved by
the Board. These capture the key benefits
that the transformation plan is intended to
deliver, and the costs to achieve these.

In recognition of the downside scenarios
that the Board is obliged to consider the
projections have been adjusted to

be necessarily more cautious in order to
gauge the resilience of the Group and Parent
Company to unexpected risks arising. The
Board considets this three-year period to
be appraopriate, as there is sufficient clarity
16 consider the business prospects and
provide a foundation to stress test against
severe but plausible downside scenarios.

The risks applied have not been probability
weightad but rather consider the impact
should each risk materialise by applying

a 'more likely than not’ test (eg more than
aonein ten chance of occurring). These
include trading downside risks which assurne
the transformation plan is not successful in
delivering the anticipated revenue growth and
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assumes a downside that also incorporates
revenue attrition, The severe downside has
incorporated also potential adverse financiai
impacts that coud arise from incidents such
as data breaches, cyber attacks, controls
failures and an assessment of the potential
tines and penalties for any non-comgliance
with laws and regulations.

To address these severe risks the Board has
considered mitigating factors that could be
employed. An exampie of the actions
recognised included adjusting the Group’s
investment in discretionary and maintenance
capital projects, having due regard to the
need o ensure the integrity of the Group's IT
systems is not compromised nor the security
of the data held therein; further reduction in
discretionary operating expenditure, including
levels of vartable pay and bonuses; and
further restructuring options that would be
deployed shoutd the Group fail to realise the
growth in revenue that is predicted from the
transformation activities.

The Board also considered the Group’s
current debt levels, committed funding and
available facilities and the projected liquidity
positions. There are scheduled debt
repayments in each year of the three-year
viability assessment period, commencing
June 2020; tha Group's revolving credlt faciiity
matures in August 2022; and the Group's
backstop facility has an initial maturity in
February 2021, and is extendable at the option
of the Group to a final maturity in August 2022,
The Board has considered the Company's
ability to introduce new funds 1o the Group

im advance of these maturity dates.

In assessing viakility, the Board considered
the announced disposal programme and

is confident, based on the successful
completion of previous disposa)s, that the
Cornpany can deliver the plan given the
strength of the underlying businesses and
the value they contribute. Based on this
assessment, and assuming the successiul
completion of the transformation plan,

the Board has a reasonable expectation
that the Graup and Parent Company will
be able to continue in operation and meet
its lizbilities as they fall due over the period
of the viability assessment.

The strategic report was approved by the
Board and signed on behaif of the Board:

oo

Francesca Todd

Group Company Secretary

4 March 2020

Capita plc

Registered in England and Wales No.
2081330
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Cleaner air: Capita designed,
implemented and now operates
the techneotogy behind the world's
largest ultra-low emission zone
{ULEZ) system and service on
behalf of Transport for London to
reduce London's high levels of air
poilution. Since its launch in April
2019, ULEZ has led to a reduction
in the emissions of nitrogen
oxides by approximately 29%.
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Corporate Chairman's
governance report

Chairman’s

report

“We appointed two
employees to the Board
after a thorough and
rigorous selection process.”

Sir lan Powell

Chairman

s
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Governance plays a key role in the culture of any crganisation and
we welcome the updated and refreshed UK Corporate Governance
Code 2018 {Code) against which we now report. | am pleased to
intraduce the tarporate governance section of this Annual Report
and present my introductory statement on Board governance
during 2019,

Board leadership

The directors ot the Campany currently in office are listed on pages
52-53. Patrick Butcher was formally appeinted as a director on

1 January 2019, having taken up his post as Chief Financia) Officer at
the end of 2018, We also appointed Georgina Harvey, an experienced
non-executive director, on 1 Octaber 2019 to the Board and as Chair
of the Remuneration Committee in place of John Cresswaell, who
remains on the Board,

We are careful to ensure an appropriate balance of fime commitments
for each Board member. At the end of 2019, Georgina Harvey stepped
down as a non-executive director of Williamn Hill plc and Matthew Lester,
whao was appointed Chair of Kier Group plc with effect from 1 January
2020, stepped down as a non-axecutive director of Barciays plc and
Barclays Bank plc on the same date, and as a non-executive director
of Man Group plc on 26 February 2020. Matthew's appointment

as Chair of Kier Group plc was significant but, taking into account
changes in his non-executive portiolio, it was not considered by

the Board to be excessive.

Our cammitment to workforce engagement and hoard diversity has
remained an important focus of the Board and, after a thorough and
rigorous selection process, we appointed on 1 July 2019 two employee
directors, Lyndsay Browne and Joseph Murphy, to the Board. Further
information on their induction and perspectives is sat out on page 59.

Board diversity

A diverse board broadens perspective, énriches debate and ultimately
impraves the quality of decision making so | am pleased that we have
improved our Board diversity by exceading the 33% target for female
represeration. At 31 Decemnber 2019, we had saven men and four
women directors. However, | am very conscious that our Board lacks
ethnic diversity and this will be an area for development in future years,
Further information on diversity across the Group is on page 34.

Reappointment of directors

All members of the Board will stand for re-election {(Georgina Harvey,
Lyndsay Browne and Joseph Murghy for election) at the annuai general
meeting {AGM) in May. Al Board members have received a formal
perfarmance evaluation which demonstrates that each directar
continues to be effective and committed to the role.

Board time allocation

g 1 47% Strategy. transtormation and growth
o 2 27% Executive reports
3 12% Govemance (including Board evaluation}
4 10% IR /brand / reputation
, § 4% Full and haif-year results

Meeting schedule

The Board has a standing schedule to meet six imes a year but holds
further meetings as required, A two-day meeting specifically to review
strategy was held during the year. Board and committee meetings are
structured around the Company's financial calendar. Agenda planning
is undertaken in advance of every meeting to ensure an appropriate
allocation of time to important 1opics,



In September, the Board spent three days in India visiting the Capita
digital delivery centre and holding & scheduled Board meeting. This
gave the directars an important opportunity to meet cofleagues and
experiance first-hand some of our international operations.

Senior management

We keep undar angoing review the structure of our businesses and
management 1o ensure it is appropriate. The Executive Committee,
formed during 2018, continues 10 comprise the divisional executive

ofticers and tunctional heads under the Chief Executive Officer’s
leadership. Further detail about the Executive Commitiee can be

found on pages 54-55.
Board etfectiveness

Corporate governiance princlples

We continue to pursue high standards of corporate governance
and businass practice, including the principles embaodied in the
2018 Cade, which permeate all aspects of the Board's activity
and are reflected throughout this Annual Report. Further detalls
on the application of these principles are signposted below:

Leadership and purpose: articulation of Capita’s purpose
and focus on culture on the inside front cover and pages 32-35.

Division of responasibilities: governance framework on page 57

Composition, succession and evaluation: Nomination Committee
report on pege 66 and Board evaluation section below.

Audlt, risk and internal control: Audit and Risk Cormmitlee

report on page 68,

Remuneration: Remuneration Committee repart on page 78.

Board evaluation

Board evaluation is undertaken annually, with external evaluation
every three years. The last external evaluation was undertaken
in 2018 and the key findings, together with actions taker in 2019

are set out below:
Finding from 2018 avatuation

Action In 2018

Loag-term vision and strategy -~ extending
the timeframe of strategic discussion

and emarging risks during the year, with
an annual deep focus on strateqy and

risk appetite.

Deeper strategic discussions
around transformation and risk.
Board strategy meeting held
over two days. Formal strategic
prasentations by all divisions
throughout the year.

Improve the Board's understanding of
employeas’ views — through the
appointment ot employee directors, site
visits and working with the Chief Peopla
Oficer on top talen}, succession planning
and diversity.

Two employee directors were
appointed In 2019. The Board
held a scheduled meating and
met with colleagues at the digital
delivery cenire In Ingia.

Successlon planning — 2 skills and
capabilities matrix would be developed
by the Nomination Committee to help
erthance Board succession planrning.

Succassion planning workshop
heid with Chiet People Officer
to develop skills matrix and
retavant requiraments — now

a standing agenda item for

the Nomination Committee.
Baard programme — ta ensure the Board visit to Capita India.
Board programme and agendas Presentations and Q&A with

tacilitate apprapriate exposure to Capita'’s
business and senicr managsmant.

managamant on new consulting
business and existing divisions.

During 2019, an internal evaluation of the Board and its committees
was undertaken by questionnaire and completed by each Board
member. The results were collated by the Campany Secretary for
review by the Chairman and the findings were presanted to the
Board. Reports on committees were presented to the committee

chairs and circulated to the Board.

Chairman’s repart

Corporate
governance

Directors in India: the Board

is committed 10 seeing the
business in gperation and in
September 2019 spent twa days
at the digital delivery centre in
Pune, india. As well as holding
a scheduled Board reeting
there, members met with the
teadership and received formal
presentations. The Board also
visited operational delivery
areas informally, meeting and
talking with colleagues.

The evaluation concluded that the Board had performed well at this
stage of the muiti-year transtormation programme, giving approptiste
facus to key issues with suitable leadership, debate and challenge.

A separate meeting of the Board took place to discuss fully the
evaluation and its findings, focusing on the following themes and
developing actions for 2020:

Praposed actlons In 2020

In conjunciion with the Remuneration
Cammittee, allocate more time {0
angoing consideration and review

of the framework for execulive
director and workforce rarmuneration.
in conjunction with the Audit

and Risk Committee, have greatar
ovarsight of the developing framework
for risk managemant.

Finding fram 2019 svaluation
Remunaration framework

Aisk management framework

Remuneration

Following the vote (27.3%) against our remuneration report at the
2019 AGM, we have consulted with major shareholders to understand
their concerns more fully and to inform our updated remuneration policy,
to be pun to shareholders for approval at the 2020 AGM. Further details
¢an be found in the directors' remuneration report on page 79.

Corporate governance and commitiee reports

The following pages in this section consist of our corporate
governance and committee reports. | hope that you will find these
any the entire Annual Report informative. The Board will be happy
to receive any feedback you may have.

Sir lan Powell
Chairman
4 March 2020
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Corporate Board
governance members
Chairman

L4

Sir tan Powell
Chairman

Appointed: September 2016
Independent at appointment: Yes

Key skills and experience: Sir fan was
appointed as Non-Executive Director on

1 September 2016 and as Chairman on

1 January 2017 He is a chartered accountant
and, befare his retirement in June 2618,

was Chairman and Senior Partner of

PwC UK between 2008 and 2016.

Other current appointments: Chairman,
Palice Now; trustee of The Old Vic, and

of Wellbeing of Wemen; member of the
Development Committee, The National
Gallery; and board member of London First.

independent Non-Executive Directors

Gillian Sheldon ANR
Senior Independent Director

Appointed: September 2012

Key skills and experience: Gillian is a senior
adviser in Credit Suisse’s investment banking
division, whete she has gained substantial
experience of advising boards across a wide
range of complex situations and transactions.

Other current appointments: senior adviser
at Credit Suisse; trustee of BBC Children in
Need and Chair of its Invesiment Committee;
and member of the Corporate Advisory Board
of the Royal Academy of Aris.
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Executive Directors

Jon Lewis
Chiet Executive Officer

Appointed: December 2017

Key skills and experience: before joining
Capita, Jon was Chief Executive Officer of
Amec Foster Wheeler. Prior to that, he had

a 20-year career at Halliburton Company
Inc, where he held a number of senior roles,
including Senior Vice President and member
of the Halliburton Executive Committee.

Bosrd responsibllities: managing and
developing Capita's business to achieve
the Company's strategic abjectives.

External appointments: board member
of Eguinor.

Patrick Butcher
Chief Financiat Officer

Appcointed: January 2019

Key skills and experience: Patrick is

a member of the Institute of Chartared
Accountants {South Africa) and has over

17 years of experience as a finance direcior
at board level in transport and infrastructure
companias. Before joining Capita, he was
Group Chief Financial Officer at Go-Ahead
Group and formerly Group Finarice Director
of Network Rail.

Board responsibilities: overall contral
and respansibility for all financial aspects
of the business’s strategy.

External appolintments: none.

L

Matthew Lester
Appolnted: March 2017

Key skills and experience: Matthew is a
chartered accountant with over 20 years'
experience in senior finance roles. He was
Group Chief Financial Officer of Rayal Mail plc
from November 2010 16 July 2017. Matthew
served as Group Chielf Financial Ofticer tor
[CAP pic from May 2006 to November 2010.

Other current appointments: Chair of Kier
Group plc; and a senior advisor to Hermes
Investment Management.
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ANR)

Georgina Harvey
Appointed: October 2019

Key skills and experience: Georgina

has significant experience across highly
competitive consumer-facing markets and
of delivering successtul transformational
change. Prier to her current roles, Georgina
was Managing Director of Reglonals and

a member of the Executive Committee

of Trinity Mirror plc from 2005 1o 2012,

Other current appointments: Non-Executive
and Senior Independent Director of McColl's
Retail Group plc; Non-Executive Director of
Superdry pic; and Big Yellow Group plc.




Independent Non-Executive Directors

John Cresswell ANR
Appointed: November 2015

Key skills and experience: John

has substantial experience in leading,
growing and advising media and broadcast
organisations as CEQ and executive director.
He is a Chartered Accountant, has a BSc
in Economics and Potitics, and attended
the advanced management programme

at Harvard Business School. Previously,
he was CEO of Argiva and held a number
of executive director roles on tha board

of ITV plc.

Other current appointments: Chief
Executive Officer of Bibby Line Group
Limited; member of University of Liverpool
Management School Advisory Board.

Employee Non-Executive Directors

Lyndsay Browne R*
Appolnted: July 2019

Key skills and experience: Lyndsay

is a member of the Institute ot Charnered
Accountants {Scotland) and has undertaken
various finance roles in insurance and
financial satvices since joining Capita in
2003. She currently works as a finance
manager in the Specialist Services division
and is involved in commarcial contract
management, the finance transformation
programme and financial reporting. Before
joining Capita, Lyndsay worked for KPMG
Audit and Advisory in Glasgow and Bermuda.

Other current appointments: none.

Borrd mambers

Baroness LucyNeville-RolfeDBECMG ANR
Appointed: December 2017

Key skilis and experience: Baroness
Nevilie-Raoife has been a member of the
House of Lords since 2013, and served
between 2014 and 2017 as a government
minister in the business and culture
departments, and as Commercial Secretary
to the Treasury. She has a senior background
in intemational retail, governance, legal and
regulatory issues, and communications.

Cther currant appointments: Chairman

of Assured Food Standards: Non-Executive
Director of Secure Trust Bank ple, Thomson
Reuters Founders Share Company, and
Heaslth Data Research UK; Chalr of UK-
ASEAN Business Counil; and member

of the House of Lords EU Select Committee.

Joseph Murphy AT
Appointed: July 2019

Key skills and experience: Joseph works

in the technical advisory team in the Real
Estate and Infrastructure business within
Specialist Services. Ha joined Capita In

2015 and is a chartored civil englneer with

a masters degree in ground engineering. His
role involves monitoring and advising on large
infrastructure projects in the UK and Europe.
His previous experience includes engineering
design and construction management.

Other current appointments: none.

Corporate

governance

Andrew Willlams ANR
Appointed: January 2015

Key skills and experience: Andraw is
Chief £xecutiva of FTSE 100 company
Halma pic. a leading specialist in safety,
health and environmental fechnologles.
He is also a chartered engineer and

a production engineering graduate of
Birmingham University. He attended the
advanced management programme at
Wharton Business School, University
of Pennsylvania, in 2004,

Other current appointments: Chiet
Executive of Haima plc; and Non-Executive
Director of Cardiff Blues Ltd.

Board directors: fength of tenure

Sir {an Pewell (Chairman)
Jon Lewis {CEQ) 2yearsh
Patrick Butcher (CFO) 3 yearl
Gillian Sheldon ]
Matthew Lester [ 3 yearsTm|
Geargina Harvey' 3 months[
Andrew Williams [ 5'years IR
Jon Gresswell [ #fyears MG
Baroness Lucy Neville-Rolle
Lyndsay Browne? 6 morths [
Joseph Murphy® & moniths ]
2013 2016 209

1. Jolned the Beard on 1 October 2019
2. Jolnad the Board an 1 July 2019.
Key to committees
A - Audit and Risk
N - Nomination
R - Remuneration
QO- Committee chair
*  From & March 2020.
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Executive
Committee

Corporate
governance

Capita’s Executive Committee is chaired
by Jon Lewis, CEQ, and comprises 14
executive officers and functional heads,
who are entirely accountable for their
division or function.

The divisions are aligned around five
kay growth markets: Softwara, Peaple
Solutions, Customer Management,
Government Services and Technology
Solutions. Alongside them sits the
sixth division, Specialist Services.
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Jon Lewis
Chief Executive Officer

Jon Is responsible for the overall
management and development of Capita,
to achieve its strategic objectives ~ and
return the business to organic growth
and sustainabile free cash flow.

Patrick Butcher
Chief Financiat Officer

Patrick is responsible for setting financial
strategy and policy, and implementing a
framework of business controls to support
Capita's transformation and sustainable growth.
He is also respensible for the commercial and
internal audit functions.

Ismail Amla

Chiet Growth OHicer

1smail is responsible for supporting Capita’s
transfarmation and organic growth plans,
and driving change in the sales modef.

He is also responsible for Capita’s new
consulling business.

- s e e ¢k

- Chris Baker

Executive Otfficer, Software

Chris leads one of the UK's largest soflware
companies with market-leading positions

in sectors such as education, emergency
services, payments and local government,
Its specialist enterprise products also

serve cross-sector markets, inthe UK

ant overseas.

e N\
e

e i

Claire Chapman
Chiet General Coungel

Ciaire provides expert and strategic

legal advice, with a focus on legal and
reguiatory risk management, mergers and
acquisitions, carporate projects, governance
and contracts. She is also responsible

for Capita’s financial services, risk and
compliance, privacy, clinical governance
and company secretarial functions.

Aimie Chapple

Executive Officer, Customer Management
Airnie leads the division which defivers
multi-channel customer experience services
across the UK and internationally, for many
leading brands in sectors ranging from
telecommunications and utikties, to financial
services and technology innovation.
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Mark Cook
Executive Officer, Techniology Solutions

Mark leads the division which provides digital
technology sciutions for enterprise workspace
and connectivity to external public and
private sector clients. He is also respansible
for Capita's central Group IT function,

’-
Rupert Green

Chiefl Cerporate Development Officer

Rupert is responsible for Capita's strategy
development and execution; investor
relations; and for mergars, acquisitions
and divestments.

Garry Dryburgh

Chief Transformation Officer

Garry is responsible for developing,
orchestrating and communicating the
company’s multi-year transformation
programme, aiming to achieve the right
balance petween short-term improvement
and delivery of Capita's long-term vision.

Katja Hall
Director of Corporate Affairs

Katja is responsible tor internal and
external communications, including
employee engagement, public affairs,
media relations and responsible business,
while providing strategic and reputational
guidance to the leadership team.

Andy Start

Executive Olficer, Government Services
Andy leads the division which is a strategic
partner ta government in the application

of digital transformation to improve the
productivity of operations and to help deliver
essential services to millions of customers.

Expeutive Committee

Jim Vincent

Executive Ofticer, Specialist Services
Jim leads the division which comprises

a portfolio of standalone businesses and
commarcial ventures, providing a diverse
range of services o private and public
sectar clients.

Chantal Free
Executive Otficer, People Solutions

Chantal leads the division which solves
large public and private clients’ most
complex people issues across the entire
employmen! ifecycle from resaurcing,
learning and employee experience, to
pensions consulting and administration.

will Serle
Chief People Officer

will is responsible for delivery of the
company’s HR and people strateqgy,
supporting and advising the organisation
to evolve Capita’s culture and ways of
waorking for all its employees. He is also
responsible for Capita’s property function.
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Corporate
governance

Corporate
governance statement

Committed to
high standards
of governance

Corporate Governance Code

Capita ple and its subsidiaries (the Group) remain committed to
maintaining high standards of corporate governance. The UK
Caorporate Governance Code 2018 (the Code) applies to accounting
periods beginning on or after 1 January 2019 and is available from

the Financial Reporting Council's website, www.frc.org.uk. Throughout
the accounting period to which this report relates, the Company complied
with all relevant provisions set out in sections 1 ta 5 of the Code.

Board changes during the year

On 1 January 2019, Patrick Butcher was appointed a Directlor.

On 1 July 2019 the Board appointed Lyndsay Browne and Joseph
Murphy as Employee Non-Executive Direclors. Georgina Harvey
was appointed as an Independent Non-Executive Director and
Remuneration Commitiee Chair on 1 Cctober 2019, succeeding John
Cresswell, wha remafns on the Board. Further information on Board
changes is set out in the Nomination Commitiee report on page 66.

Board composition

At 31 December 2019, the Board comprised 11 directors, made
up of the Chairman, CEQ, CFG, six independent non-executiva
directors and two empioyee non-executive directors.

We have an experienced team in place to support our strategy and

to meet the opportunities and challenges that the Group faces. Details
of each direclor's experience are sel out in the directors’ biographies
on pages 52 and 53. As the Group develops, we will reqularly review
the Board composition o ensure it meets the needs of the business.

The composition of the Board &t 31 December 2019 is shown below:

Board meetings and attendance

During 2019, the Board held six schaduled meetings and a iwo-day
strategy meeting. Additiona! ad hoc meetings are held as required.
Attendance of the directors at Board and committee meetings is
shown below; the maximurn number of meetings a director could
attend is in brackets.

Auditand
Hoarg Alsk Remuneratlon Momlination
g C [+ C

Sir lan Powell 6{6) nia n/a 3(4)
Jon Lewis 6(6) nia n/a n/a
Patrick Butcher 5(6) n/a nfa n/a
Glllian Sheldon 6(6) 6(6) 6(6) 4(4)
Matthew Lester 6(6) 8(6) 5(6) 4(4)
John Cresswell 5(6) 5(6) 6(5) 4(4)
Georgina Harvey? 1(1) 1(1) 1(1) 1)
Andrew Willlams* 6(6) 3{6) 3(6) 4(4)
Baroness Lucy
Neville-Rolfe* 6(6) 6(6) 5{(6) 4(4)
Lyndsay Browne®- 3(3) nia n/a nfa
Joseph Murphy*® 3(3) n/a n/a n/a
1. Sir lan Powell did not attend the N Committee convaned to

Qigcuss his reappointment ga Chair. Sir lan is not 2 member of the Audit and Risk
or Remuneration cammittees, but was invited to, and aitended, all mestings.

. John Cresswell was unable to sttend a maeting of the Audit and Risk Commitiee due

to & conflicting mesting in relation 10 his role as CEQ of Bibby Line Group, Howaver,

he reviowad meeting papers and providad comments ta the committee Chair in

advanca of the meeting.

Georglia Harvoy was appointed 10 the Bowd on 1 Cctober 2019,

. Andrew Williams was unable to sttend cerlain maetings of the Audit and Risk Committes
and ation Committea due 10 pra-existing camemilmants in his rote as CEG of

N

w

Halma plc. Howaver, ha reviewad meeling papers and provided commants to the relavant
£hair in advande of the maeting.

5. Baroness Lucy Nevila-Ralte was unable la gttand a meating of the Ramuneration
Commitiee due to a conllicting mesting in relation to her roie as & mamber of the

Execullve Indepandent Non-exacutive 4
directors non tive directors ployee directors
Jon Lewis Sir lan Powell Lyndsay Browne
Patrick Butcher Gillian Sheldon Joseph Murphy
Matthew Lestar
John Cresswell House of Lords.

Georgina Harvey
Andrew Wiliiams
Baroness Lucy
Neville-Rolfe

1. Indepsncent an appointmant in actordance with the Code.
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8. Lyndsay Browne ard Josegh Murphy were sppalnted ta the 8oard on 1 July 2015,

Meetings held outside the normal schedule need to be flexible
and are often held by telephone.

Any director’s absence from Board or committee meetings was
previously agreed with the Chairman of the Board or relevant
commitiee and the CEO.

During 2019, the following formal director meetings took place:
« The Chairman held one-to-one individual review sessions

with each executive director and each non-executive director.
« The non-execulive directors met without executive directors.
+ The non-executive directors met with just the CEQ.

* The non-executive directors met without the Chairman,
led by the senior independert directar.



Board leadership

There is a clear division of responsibility between the running
of the Board by Sir lan Powell as Chairman and responsibllity
for the running of the Group's business by Jon Lewis as CEO.

During the year, Sir lan as Chalrman and Gillien Sheldon as

Senior Independant Director held meetings comprising solely the
non-executive directors. Gillian also met with the non-executive
directors without Sir lan, including to discuss Sir lan's reappaintment
as Chairman which was formally recommended by the Nomination
Committee for approval by the Board. Both Sir lan and Gilkian are
available to meet with significant shareholders when requested.

Governance and strategy

The Group recognises the contribution made by good governance

to the Company's success and changes made at both Board and
Executive Committee level demanstrate the importance of ernbedding
the right structures with the right people to deliver the Group's
strategy. The connection between governance and delivery of
strategy is reflected throughout this Annual Report,

In addition to their statutory duties, the directors must ensure that
tha Board focuses effectively on all its accountabilities.

Section 172 of the Companies Act 2005 requires directors to act in

a way they consider, in good faith, would be most likely ta promote the
success of the Campany for the benefit of shareholders as a whole.
In deing 50, the directors must have regard (among other matters) to:

* The likely consequences of any decision in the long term.

« The interests of the Company's employees.

« The need 1o foster business relationships with suppliers, clients
and gthers.

« Tha impact of the Company's operations on the community and
the environment.

- The desirability of the Company maintaining & reputation for high
standards of business conduct.

* The nead 1o act fairly towards ali shareholders of the Company.

The Board determines the strategic objectives and policles of the
Group to best support the delivery of long-term value, providing
overall strategic direction within an appropriate framework of rewards,
Incentives and controls. The Board is collectively rasponsible for
the success of the Company: ihe executive directors are directly
responsible for running the business operations; and the non-
executive directors are responsible for bringing independent
judgement and scrutiny to decisions taken by the Board. The
non-executive directors must satisfy themselves on the integrity

of financial information and that financial controls and systems of
risk managemeni are robust. Following presentations by executive
and divisional management, and a disciplined process of review
and challenga by the Board, clear decisions on policy or strategy
are adopted, and the executive management are fully empowered
to implement those decisions.

Stakeholder interests and the matters listed above are factored into
all Board discussions and decisions. For more information, please
refer 10 the section 172 statement on page 39.

Board independence

Non-executive direclors are required to be indspendent in character
and judgement. All ralationships that may interfere materially with this
judgement are disclosed as required under the confficts of interest
paficy {see page §0). The Board has datermined that, except for the
employee non-executive directors, all the non-executive directors
who served during the year were independent and that, before and
upon appointment as Chairman, Sir lan Powell met the criteria of
Independence as outlined in the Code.

Corporate governance stalement

The Board

Role of the Board

Corporate
governance

To promate Capita's long-term sustainable succass, generating value
tor shareholders and contribuling 10 wider sociely.

Matters reserved for the Board

+ Strategy and management
» Structure and capital

- Financial reporting

- Internat controts

N\

Nomination
Committee

- Board and
commitiee
composition

- Syccassion
planiing

- Diversity
- People strategy

Read more an
page 66

page 68

Audit and Risk
Cammittee

- External audit

« Financial reporting

+ Risk management
and internal controls

- Internat audit]
Head more on

= Major contracts
- Sharehotder communication
+ Board membership

\

Remuneration
Committee

+ Remuneration policy

+ Remungralion
principles
Incentive design
and setting ot
targels

- Executive and
senior management
remuneration

Read more on

page 78

Role of the director

Chairman

The Chairman is responsible

for leadership of the Board and
ensuring its ellectiveness on all
aspects of its role. This includes
seiting the Board's agenda and
ensuring that adequate time is
available for discussion of al
agenda items, in particular strategic
issues. The Chairman should also
promoete a culiure of openness and
debate, by faciitating the etleclive
contripution of non-executive
directors in particular and ensuring
constructive refations belween
executive and nen-execulive
directors, The Chairman is
responsible for ensuring that

the direciors receive accurale,
timely and ctear information, and
should ensure Iherg is ellective
conwmunication with shareholders.

Senior independent direcior

The senior independent directar
acls as a sounding beard lor

the Chairman on Board-related
matters, chairs meetings in the
absence ol the Chairman, acts

as an intermediary tor gther
directors when necessary, leads
the evalyalion of the Chair's
performance, leads the search for
a new Chair, when necessary, and
is available 1o shareholders who
wish o discuss maiters which
carnot be resolved olherwise.

Non-executive directors

The non-executive directars should
constructively challenge and help
develop proposals on strategy. Thay
should scrutinise the pertor

ol management i nieeting S
goals and objectives, and monitor
the seporling of perlornance. They
should salisly themselves on the
integrity of financial information and
that financial contrals and systems
of risk management are robust and
defensible. They are responsible tos
determining appropriate fevels of
remuneratan of execulive direCtors
and have a prime 10le in appointing
and, where necessary, removing
execulive directors, and in
succession planning.

Executive directors

The execulive directors are
responsible for the day-to-day
funning of ali aspects of the
Group's business. This responsibility
i5 different from the Chairman’s
role in running the Board. The role
of CEQ is separate from that ot
Chairman to ensure that no ong
individual has unleitered powers

of decision making.

Non-exetutive
employee direclars

The non-gxecutive employee
directars are appointed from
the worklorce 1o contribule
an employee perspective

to Board discussions.
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Carporate Corporate
governance, governance statement
continued

Board composition is a deliberate balance of newer and longer
standing members, and reflects the ongoing review and refreshment
of board membership to ensure a balance of skills and experience
appropriate for the broad nature of Capita’s businesses. The breadth
of tenure and experience of the non-executive directors means the
Board is well positioned to advise, challenge and support executive
management during this period of transformation.

The Board believes that each of the non-executives has retained
independence of character and judgement and has not formed
associations with management or others that may compromise
their ability to exercise independent judgement or act in the best
interests of the Group. The Board is satisfied that no conflict of
interest exists for any director. This matter is a standing agenda
item at Board meetings (see page 60),

Matters reserved for the Board

A formal schedule of matters reserved for the Board has been
adopted and these include, but are not limited to:

+ Strategy and management, including responsibility for the overall
teadership of the Group, setting the Group’s values and standards,
and overview of the Group’s operational management.

* Structure and capital, including changes relating to the Group's
capital structure and major changes to the Group’s corporate
structure, including acquisitions and disposals, and changes
to the Group's management and control structure.

» Financial reporting, including the approval of the Annual Repont,
half-yearly report, trading statements, preliminary announcement
for the final results and dividend, treasury and accounting policies.

- Internal controls, ensuring that the Group manages risk effectively
by approving its risk appetite and monitoring aggregate risk exposures.
« Contracts, including approval of all major capitat projects and major
investments, including the acquisition or disposal of interests of
more than 3% in the voting shares of any company or the making
of any takeover offer.

« Ensuring satisfactory communication with shareholders.
+ Board membership and other appeintments, including changes

to the structure, size and comgposition of the Board, and succession
planning for the Board and senior management.

Board of directors’ induction and training

Following appaointment to the Board, all new directors receive an
induction tailored to their individual requirements. They are encouraged
to meet and be briefed on the roles of key psople across the Group
and have open access o all business areas and employees to build
up an appropriate level of knowledge of the business that extends
heyond formal papers and presentations to the Board. All directors
have received an appropriate induction for their roles within Capita,
including some or ali of the following:

+ The nature of the Group, its business, markets and relationships.

+ Meetings with the external auditor, lawyers, brokers and relevant
operational and functional senlor management.

+ Board procedures, including maeting protocols, committee activilies
and terms of reference, and matters reserved for the Board.

+ Overviews of the business via moanthly perormance review
(MPR) reports.

« The Group approach to risk management.

Ongoing training and briefings are alse given to all directors, including
external courses as required,

A tailored induction programme was prepared for the two employee
directors to ensure they were properly equipped to fulfil their rote ~
further details are on page 59.
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Group Company Secretary

All Board members have access to independent advice on any
matters relating to their responsibilities as directors and as members
of the various committees of the Beard at the Group's expense.

Francesca Todd, as Group Company Secretary, is avaitable to all
directors and is responsible for ensuring that all Board procedures

are complied with.

The Group Company Secretary has direct access and responsibility
to the chairs of the standing committees and open access to all the
directors. The Group Company Secretary has been appointed as
Secretary to the Audit and Risk, Remuneration, and Nomination
committees to ensure that there are no confiicts of interest. The Group
Company Secretary meets regularly with the Chairman of the Board,
the Chairs of the Audit and Risk, and Remuneration committees,

and briefs them on areas of governance and committee requirements.

The role of Chief General Counsel was created in 2018 to oversee
the Group's legal and regulatory capability, as a separate function
from the role of Group Company Secretary. The two rotes collaborate
closely but, in order to avoid a confiict of interest, the Group Company
Secretary is solely responsible for Board and Group governance.

Shareholder engagement

There is an active engagement programme with the Company’s
investars. The executive directors meet regularly with institutional
invasiars ta discuss and obtain teedback on the business, performarnce,
strategy and corporate governance, and address any issues of
concern. This is undertaken thraough a combination of roadshows,
group or one-to-one meetings and attendance at investor conferences.
The Chairman and non-executive directors have also met with existing
institutional shareholders threughout the year.

The investor Relations team has day-to-day responsibility for
managing investor communications and always acts in close
consultation with the Board. All members of the Board, inciuding
the non-executive directors, receive a report on any significant
discussions with shareholders and anonymous feedback that
follows the annual and half-yearly presentations to investment
analysts and institutional investors. Analyst reports concerning
Capita are circulated to the directars and the Board is kept
informed of changes in the share register.

The {nvestor Relations team, Chairman and Chair of the
Remuneration Committee engaged with shareholders ahead of
the 2019 AGM to discuss governance and remuneration issues.

In November 2019, the Chairman, Chair of the Remuneration
Committee and Senior Independent Director held a governance
forum for the Company's top 20 invastors. This enabled Capita's
largest shareholders 1o engage directly with non-executive directors
on the Company's strategy, transformation programme, governance
{including the appaintment of two employee directors), responsible
business approach and wider corporate governance issues,

In November and December 2019, the Chair of the Remuneration
Committee consuited with Capita's top 20 investors on proposed
changes 1o the remuneration policy, including a discussion on
measures for the short-term and long-term incentive plans.
Further details are set out in the directors’ remuneration repart.

Shareholder meetings

All shareholders are encouraged to attend the AGM and information for
shareholders is available on the Company’s website www.capita.com.
The non-executive directors are available to meet with shareholders
to understand their views more fully. The Chairman is available to the
significant shareholders of Capita. Directors, including chairs of the
various committees, are present at the AGM to answer any questions.
The Board particularly encourages communication with, and the
panticipation of, private investors at the AGM.
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Workforce
engagement

In light of the Code's new recammendations
on warkforce engagement, two employees,
Lyndsay Browne and Joseph Murphy,

were appointed to the Board during the year.
The opportunity to apply for these roles was
offered to all employees who had been with
Capita for at feast two years and there were
approximately 400 applications from across
the global workforce. The appoiniments
followed a rigorous selection process that
included an anline questionnalre, independent
assessment by a third party and & seties of
interviews with the Group Company
Secretary, Chief General Counsel, Chiet
People Officer, CEQ, Senior independent
Director and Chairman. Lyndsay and Joseph
were given a tailored induction that covered
the responsibilities and duties of a directar,
and specific subject matter presentations
with functional heads that would equip them
to fulfil their legal obligations and provide a
framework in which they could bring to the
Board their unique perspective as emplayees.
Each was assigned two mentors, one from
within Capita and one from an external
independent firm, to support them as they
settled into their rales.

Q. Why did you apply for the role
of employee director?

Lyndsay: In a word - curiosity. { realised
that in appointing employee directors, the
Board was sincere in lts pursuit of putting
employees at the heart of the company.

| support increased transparency and
diversity of thought in corporate governance
and | believe that it can build trust in business
and improve performance. | was curious

to find out more and s0 applied.

Corporate governance stalemsnt

Joseph: The internal advertisemert really
appealed to me. The description of the
role as helping ‘set Capita's strategy”’ and
‘providing an employee perspective’ were
things | wanted to do, if  could. | felt | could
provide some answers to the selection
criteria, 5o it was warth applying.

Q. What induction/preparation
were you given?

Lyndsay: Joseph and { benefited from

a structured and comprehensive induction
programme covering technical and legal
mattars, as well as what to expect in and
out of tha boardroom. We have ongoing
access 1o resources and Board and external
mentors, ensuring we have the tools and
support to be informed and effective
members of the Board.

Joseph: Once appointed, we began a
series of trainings and meetings. The training
included the legal obligations of a director
and issues such as inside information to
ensure we understood these requirements.
We were trained in how the various Group
tunctions were relevant to how the Board
operated and we-met the divisional and
functional heads to get to know them and
help our understanding of the whole Group.

Q. What value does the employee
director role bring to the Board?

Lyndsay: We bring an understanding of

the organisation that is different from the
rast of the Board. This perspective can add
colour to discussions and provide ideas and
constructive insight. We are uniquely placed
to consider and arliculate how employees
may perceive and be impacted by 8oard
decisions, which raises the profile of
amployeas and other stakeholders in
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decislon making. We might not have the
leadership experience and expertise of
other Board members, but | believe this
can stimulate conversation, reflection
and collaboration.

Joseph: | think the main benefit is that

now two Board members have direct
experience of what it is like to work in the
company below executive level and provide
direct feedback on areas such as policy
implementation, customer feedback and
employae morale. The Board as a whole
has a better understanding of the company,
increased trust end insight into how their
objectives are progressing.

Q. What is the most significant
thing you have learned since
joining the Board?

Lyndsay: The decisicns and matters that
boards grapple with routinely are highly
comglex in nature: there are inherent
internal and extamnal uncertainiies, many
interdependencies and the needs of
multiple stakehalders to consider and
balance. Since joining the Board, 1 have

a grealer appreciation of this complexity
and the important role a board plays in
gavernance. it feels really important ta
me to have a clear corporate purpose
and set of values to guide decision making,
as it provides a framework and a constant
reference point against which to navigate
the complexity and evaluate potential
courses of action.

Joseph: ['ve learned a [ot about the
obligations of a director and how to meet
them. I've also learmed how important good
relationships and the right peaple are to
success, at every level of the company.

C1

Joseph Murphy and

Lyndsay Browne:

“We bring an understanding of
the organisation that is ditferent
from the rest of the Board. We
are uniquely placed to consider
and articulate how employees
may perceive and be impacted
by Board decisions.”
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Shareholder communications

in addition to attendance at the AGM, sharehglders can

access up-to-date information through the Group’s website at
www.capita.com. Shargholders can also view their holdings by
using the Signal shares shareholder portal, a service oftered by

Link Asset Services, the Group’s registrar, at www.capitashares.co.uk.
The Signal shares portal is an oniine service enabling shareholders
to quickly and easily access and maintain their shareholding anline,
Shareholders can also contact Link by email at enquiries@Ilinkgroup.
co,uk. Link also provide a telephane helpline, 0371 664 0300, calls
are charged at the standard geographic rate and will vary by provider.
Cails outside the United Kingdom will be charged at the applicable
international rate. Lines are open between 09.00 and 17.30, Monday
to Friday, exciuding public holidays in England and Wales.

Business relationships

Details regarding relatlonships with suppliers, cllents and others,
together with further cross-references, are provided in the section
172 statement an page 39.

Remuneration Committee

Details of the Remuneration Committee and its activities are given
in the directors’ remuneralion report on pages 78-97,

Risk rnanagement and internal control

The Board manitors the Company's risk management and internal
contra! systems and carries out an annual review of their effectiveness,
The Audit and Risk Comrmittee report contains further details.

The monitoring and review includes all material controls, including
financial, operational and compliance controls, This process is
regularly reviewed by the Board. The Group’s key internal control
procedures are fully documented within the strategic report on

pages 40-42.

Furthermore, through the operation of the risk governance process,
the directars confirm, for the purposes of provision 28 of the Code,
that they have carried out a robust assessment of the principat risks
tacing the Group, including those that would threaten its business
madel, future performance, solvency or liquidity. A description of
those risks, together with how they are being managed or mitigated,
is get out on pages 43-47, .

Other statutory and regulatory information

Strategic report

The Company is required to prepare a fair review of the business ot
the Group during the financial year ended 31 December 2019 and of the
pusition of the Group at the end of the financial vear, and a description
of the principal risks and uncertainties facing the Group (known as

a 'strategic report’). The purpose of the strategic report is to enable
shareholders to assess how the directors have performed their duty
under section 172 of the Companies Act 2006 (duty to promete the
success of the Company). The information that fullils the requirements
of the strategic report can be found on pages 1-48. Details of the
Group's business goals, strategy and model are onpages 3, 6 and 7.

Corporate governance report

The corporate governance statement as required by Rule 7.2.1 of the
Financial Conduct Authority's Disclosure Guidance and Transparency
Rules (DTAs) is set out an pages 56-64.

Management report

For the purposes of Hule 4.1.5A(2) and Rule 4.1.8R of the OTAS, this
directors’ report and the strategic report on pages 1-48 comprise the
management report.

Post-balance sheet events
Qn 8 January 2020, as part of the property rationalisation, under IFRS

16, the Grroup extinguished a property leasa fiability (31 December 2019:

£20.9m) and acquired the freehold for £30.7mn cash. This resulted in
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a derecoqnition of £7.1m of the right of use asset, a £3.0m addition
to freehold property. and a charge to signiticant restructuring of

€9 2m. There are no post balance sheet events that have an
adjusting effect on the financial statements.

Election to apply FRS 101 — reduced disclosure framework

The parent company continuas to apply UK GAAP in the preparation
of its individuat financial staternents in accordance with FRS 101

and these are contained in section 7 of the financial statements on
pages 174—185. FRS 101 applies IFRS as adopted by the European
Union with certain disclosure exemptions. No objections have been
raceived from shareholders.

Appointment, reappointment and remaoval of directors
Directors are appointed and may be removed in accordance with
the Articles of Association of the Company and the provisions of
the Companies Act 2006.

All directors are subject to election at the first AGM after their
appointment and, in accordance with Provision 18 of the Code, to
annual re-election thereafter. A resolution to re-elect each director
will therelore be proposed at the AGM on 12 May 2020.

Nao person, other than a director retiring at the meeting, shall be
agpainted or reappointed a director of the Company at any general
meeting unless he/she is recommended by the directors.

No person, other than a director retiring at a general meeting as set
out above, shall be appointed or reappointed unless between seven
and 35 days™ notice, executed by a member qualified to vote on the
appointment or reappointment, has been given to the Company of

the intention to propose that person for appointment or reappaintment,
together with notice executed by that persan of hisfher willingness

to be appointed or reappointed,

Group activitiss

Capita is a consulting, digital services and software business,
based in the UK, with a growing international operation and sales
focus. ILis a purpuse-led crganisation which exists to ‘create better
outcomes’ for all stakeholders.

A review of the develcpment of the Group and its business activities
during the year is contained in the strategic report on pages 1-48.
The operational and financial performance of its divisions are detailed
on pages 20-31.

Results and dividends

The Group's reparted loss before tax amounted to £(62.6)m

fram continued operations (2018: £272.6m profit). As previously
announced, the directors do not recommend the payment of a tinal
dividend (2018: nil). The total dividend for the year was nil (2018: nil).
The emplayee benefit trust, which holds shares for the purpose

of satistying employee share scheme awards, has waived its right
to receive future dividends on shares held within the trust.

Conflicts of interest

Under the Companies Act 2006, directors are under an obligation

to evoid situations in which their interests can or do conflict, or may
possibly conflict, with those of the Company. A policy and procegures
are in place for identifying, disclosing, evaluating and managing confiicts
so that Board decisions are not compromised by a conflicted director.
The Company’s Anticles of Association give the Board power to authorise
matters that give rise to actual or potential conflicts. Procedures

are reviewed annually to ensure they are operating effectively.

No other material conflicts of interest have been declared. All
conflicts of interest are reviewead annually by the Board and included
in year-end attestations by the directors. None of the directors of the
Company has a material interest in any contract with the Company or
its subsidiary undertakings. other than their contracts of employment.
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At 31 December 2019, the Gompany had received nolifications in accordance with the Disclosure Guidance and Transparency Rules (DTRs)

that the following were interested in the Company’s shares:

*% of

voting righte at
Number of 31 D Number of Number of
Sharehaldar shares 2619 sharea direct  ahares Indirect
Investec Asset Management Ltd 194,275,288 11.64 - 194,275,289
RWC Asset Management LLP 186,951,093 11.20 — 186,951,093
Invesco Lid 182,100,179 10.91 - 182,100,179
Veritas Asset Management LLP? 116,588,466 6.99 — 116,588,466
Schroders investment Management Ltd 101,030,829 6.05 - 101,030,829
Coltrane Asset Management L.P. 83,888,588 5.02 5,140,000 78,748,589
BlackRock Inc. 74,230,358 4.45 — 74,230,358
Marathor1 Asset Management LLP 64,756,810 3.88 - 64,756,810
Veritas Funds PLC 55,009.900 3.30 - 55,009,900
Vanguard Group Inc. 54,711,874 3.28 54,711,874 -
Jupiter Asset Management Limited 53,573,060 3.21 - 53,573,060
Norges Bank Invesiment Management? 50,283,098 3.05 - 50,283,099

1. Includes, 302,284 voting rights arising from the holding of certain financial instruments,
2, Inelutes the holding of Veritas Funds PLC.
3. locludes 895,170 voling rights arising from the holding of certain financial instruments.

©n 14 February 2020, notitication in accordance wilh tha DTRs was received from Invesco Lid that it hetd indirectly 168,767,761 sharas, belng ©.59% of voling rights, At 2 March 2020,
na further notifications hed been recsived under the DTAs in relation Lo inlerests in the Company’s shares.

Directors’ intereats
Details of directors’ interests in the share capitat of the Company
are listed on page 93.

Share capital

At 2 March 2020, the number of ordinary shares of 2 1/15p each
inissue, fully paid up and quoted on the London Stock Exchange
is detailed in the table below:

Number of % of Issued
sharea sharscapltal
Issued shares 1,671,273,523
Treasury shares 2,576,569 0.15%
Total voting rights 1,668,696,954
Employae Benefit Trust shares’ 12,630,742 0.76%

1. Shares held in the Employas Benafit Trust are used for satistying employee share options,
2. Curing the year, 600,000 shares were acquirad by the Empioyes Benefit Trust,

During the year ended 31 December 2019, no new ordinary shares
were issued and options exercised pursuant to the Company's

share schemes were salisfied by the transfer of shares Irom treasury
(281,762 shares). No shares were transferred out of the Employee
Benefit Trust during the year and no shares have been allotted under
the Company's share option schemes since the end of the financial
year to the date of this report.

The share price at 31 December 2019 was 164.10p. The highest
share price in the year was 185.25p and the lowest was 98.66p.

The Company renewed its authority 1o repurchase up ta 10% of its
own issued share capital at the AGM in May 2019. During the year,
the Company did not purchase any shares (2018: nil).

Viability statement
This staternent is detailed in full on page 48.

The directors have assessed the viability of the Group over the
three-year period 10 31 December 2022, taking into account the
Group's current positicn and the potential impact of the principal
risks set out in the strategic report. Based on this assessment,
the directors have a reasonable expectation that the Group is
and will continue to be viahle.

Corporate gevernance statemant

Going concern

The Group's business activities, together with the factors likely to
affect its future develepment, performance and position are set out
in the strategic report on pages 1--48. The financial position of the
Group, its cash flows, liquidity position and borrowing facilities are
descriped on pages 111-114. In addition, section 4 in the financial
statements on pages 149159 includes the Group’s objectives,
policies and processes for managing its capital, its financial risk
management objectives, details of its financial instruments and
hedging activities, and its exposures to credit risk and liquidity risk.

In determining the appropriate basis of preparation of the financial
statements for the year ending 31 December 2019, the directors are
required 1o consider whether the Group can continue in operational
existence tor the foreseeable future. For the purpose of the going
concemn assessment, the Board has considered tha period to

31 August 2022 being 29 months from the date of approval of these
financial statements and aligned with the expiry date (31 August 2022)
of the RCF and the new backstop loan facility agreed in February
2020. Detail of the facilities are set out in section 4 to the consolidated
financial statements.

The Board has concluded that the Group will continue to have
adequate financial resources to realise its assets and discharge

its liabilittes as they fall due. Accordingly, the directors have formed
the judgement that it is appropriate to prepare the consolidated
financial statements on the going concern basis.

Auditor review

The auditor has reviewed:

+ the statemants regarding going concern {see page 61).

« the longer-term viability statement (see page 48)

+ those parts of the statement of compliance with the Code relating to:
-directors' and auditor's responsibilities
—the 'fair, balanced and understandable’ statement

- caniirmation of robust risk assessment and monitor and review
of effectiveness of risk managément and internal contro! systems

- Audit and Risk Committee compaosition, role and responsibilities.
Further details are in the auditor's report {pages 98-108).
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Disabled persons

It is the Group's policy to give full consideration to suitable
applications for employment of disabled persons and ta ensure
that any reasonable adjustments are made to either the workplace
or job content to accommodate a person’s disabilities. Employees
with a disability are eligible to participate in career development
opportunities availabie to all emplayees and will be supported

1o do so. Opportunities also exist for employees of the Group
who become disabled to continue in their employment with any
reasonable adjustments being made or to be retrained for other
positions in the Group.

Employee development and engagement

In 2019, Capita strengthened its approach to communicating,

collaborating with and engaging colleagues around the world.
Calleagues had already played a signilicant role in developing
Capita’s purpose, values and behaviours, involving more than
1,000 people taking part in workshops internationally.

Capita's annual people survey was completed by 72% of colleagues
— & 6% improvernent on 2018.

Obtaining employee involvement, feedback and ideas was also key
in developing the employee value proposition. The appointment of
employee directors to the Board in July 2019 demonstrated Capita’s
commitment to ensuring that its colleagues’ voices were heard at the
very top of the organisation,

Further information is included in the people and responsible business
sections on pages 32-39 and the section 172 statement on page 39.

To communicate maore effectively with colleagues, a robust system
was developed, which included a regular cadence of activities

to ensure everyone was involved with the transformation journey.
Activities include a monthly CEO video call, followed by a company-wide
cascade and regular leadership email updates, Levels of face-to-face
engagement with colleagues were also improved - with stronger
visibility of senior leaders across the business through roadshows,
conferences, events and workshops.

Capita's brand refresh in September 2019 provided a significant
epportunity ta engage with colleagues in new ways. The TED
event, which took place at the Science Museum in L.ondon, was
live-streamed and Capita held its first global broadcast. Capita
also launched its corporate narrative, helping to share a consistent
and compeliing stary of where the business is headed.

Capita has started laying the foundations to maodernise how it
communicates, with a focus on using digital channels and video much
mere extensively. Embedding Microsoft's Otfice 365 suite has been
fundamental in creating more coliaborative ways to share information
and communicate key changes, improvements and ways of working.
Yammer (Capita’s internal social network channel) activity Increased
dramatically in 2019 with functional, divisional and special interest
groups developing acrass the business. It has provided a more
accessible, conversational approach to colleague communications
and opportunities for sharing knowledge and collaboration,

In 2020, Capita will continue to modernise haow it communicates
and engages with employees. The focus will be on invalving team
members, having open and honest canversations and increasingly
emphasising the great work done by employees at Capita.

Capita has an established UK ermployee share purchase plan
designed to promote employee share ownership and to give
employees the opportunity 1o participate in the future success

of the Company. An international share incentive plan is available
to employees in lreland and Poland.
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Capita’s people plan also has a clear focus on perfarmance anc
development. This will be driven by the launch of Capita Academy,
which will focus on introducing consistent approaches to managing
performance and developing peaple, while ensuring it recruits and
develops for the future by sourcing and developing graduates and
apprentices, These activities will ensure Capita has not only the
correct quality of people delivering to clients, but also an appropriate
leadership pipeline for the fulure. Capita has already started on
this journey, with the piiot of an academy programme focused

on equipping managers with the leadership skills and behaviours
necessary tor success.

Political danations
The Group did not maké any political donation or incur any political
expenditure during the year (2018: £nil).

Greenhouse gas emissions
Details of the Group’s greenhouse gas emissions, including metrics
and methodology, are set out on page 37 of the strategic report.

Financial instruments

The maln financial risks the Group is exposed to are: insufficient
liquidity, significant increases in interest rates, adverse movements
in foreign exchange ratas, and the insolvency of debtors {credit risk).
Tha managemsnt of each, and related financial instruments, are
described below.

Financial instruments used to fund operations and to manage liquidity
comprise US private placement loan notes, euro fixed rate bearer
notes, 8 Schuldschein loan, a revolving credit tacility (RCF), leases
and overdralts. The Group avoids relying on sources of funding that
are not cantractually committed.

To mitigate the risk of needing ta refinance in challenging conditions,
the Group's financial instruments funding has been arranged with
multiple sources with a spread of maturities up to November 2027

In addition, the Group's committed RCF provides flexible fiquidity
available for operations and a reasonable liquidity buffer allowing

for contingencies. In December 2018, the facility was extended to

31 August 2022, (extendable for a further year to 31 August 2023 with
the consent of the lenders by 31 August 2021). The facility value was
£414.0m at year end. In February 2020, an additional bank joined the
{acility increasing the aggregate commitments to £452.0m in total,
and, in addition to the RCF, the Group agreed a backstop liquidity
facility of £150.0m which has an initia! maturity in February 2021

and is extendable at the option of the Group to a finat maturity

in Augusl 2022.

The RCF, US private placement loan notes, euro fixad-rate bearer
noles, and Schuidschein loan all include provisions that wouid require
repayment in the event of a change of control, which are typical of
these arrangements.

Various other financial instruments, such as trade debtors and trade
creditors, arise directly from the Group's operations. In respect of trade
craditors, the Group's standard supglier payment terms are: to pay
micro businesses (less than 50 employees) within 14 days, SMEs

{less than 250 employees} within 30 days, and larger organisations
within 60 days. Suppliers are paid in line with agreed contractual terms.



The Group's custormers are offered credit terms that are consistent
with market practice. Historically, the Group has made use of
short-term non-recourse invoice financing facilities provided to it by
relationship banks, however such facilities were not used during the
year and the Group does not expect to use such invoice financing in
future. The Group is not knowingly refiant on the ongoing availability
of supplier early payment tacilities offered by third parties.

As sat out in note 6.2 (contingent liabilittes), the Group has provided,
through the normal course of its business, £58.4m letters of credit,
parformance bonds and guarantees ~ £7.tm of these were issuad by
our banks and, within this group, some are subject to security terms
where the bank can demand cash collateral in the event the guarantee
facility is cancelled,

Exposure to irterest rates and foreign exchange rates arises from
time to time through the Group’s operations and where financial
instruments are transacted at floating rates of interest or in nan-
operational currencies. These exposures are managed through
derivative transactions, primarily interest rate swaps, cross-currency
irerest rate swaps and forward foreign exchange contracts.

A proportion of exposures to EUR is mitigated through borrowings
in that currency.

The Group is not generally exposed to significant foreign currency
transaction risk, except in respect of its overseas operations in
Europe, India, South Africa and the USA, which generate exposure
to movements in exchange rates. This is managed through forward
fareign exchange contracts, including non-deliverable forward
contracts, which fix the GBP cost of highly probabie forecast
transactions denominated in INR, USD and ZAR. Further details

of the Group's financial instruments can be found in note 4.5

to the consolidated financial statements on pages 155158,

In respect of credit risk, the Group trades only with parties that are
expected 1o be creditworthy. It is the Group's policy that all clients
who wish to trade on credit terms are subject ta credit verification
procedures. In addition, receivable balances are monitored on an
cngoing basis with the result that the Group’s exposure to bad
debt is not significant.

Credit risk also arises from financial assets such as cash, deposits,
and positive mark-to-market value of derivative instruments. The risk
of default s managed by avoiding any excessive exposure {o any
counterparty, and with reference to the public ratings of each.

Directors’ indemnities

As permitted by its Arlicles of Association, the Company has
indemnified each director in respect of certain liabilities and

costs they might incur in the executian of their duties as a director.
Qualifying third party indemnity provisions {as defined in section 234

of the Companies Act 2006) were in force during the year and
continue 10 remain in force. The directors’ indemnities will be avaitable
for inspection at the annual general meeting together with directors’
service contracts.

Powers of directars

The business of the Company is managed by the directors who

are subject to the provisions of the Companies Act 2006, the Articles
ol Association of the Company and any directions given by special
resolution, including the Company’s power to repurchase its own shares.

The Company's Articles of Association may only be amended by
a special resglution of the Gompany's sharehclders.

Corporate govarnance statement
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Change of control

All the Company's share schemes contain provisions in relation to

a change of control. Outstanding options and awards would normally
vest and become exercisable on a change of control, subject to the
satisfaction of any performance conditions at that time.

Capita has a number of borrowing facilities provided by various banks
and other financial institutions. Capita's bank debt contains a change
of control provisicn under which the banks may require immediate
repayment in full on a change ol control of Capita plc. The [oan notes
issued by Capita contain a change of control provision which is likely
to require the Group to offer to prepay in full if a change of control
event occurs.

There are a number of significant client agreements which contain
provisions relating to change of control, which in some cases could
present a right of termination of the contract.

Rights and restrictions altaching to shares

Under the Company’s Articles of Association, holders of ordinary
shares are entitled to participate in the receipt of dividends pro-rata
to their holding, The Board may propose and pay an interim divigend
and recommend a final dividend in respact of gny accounting period
out of the prafits available for distribution under English law. A final
dividend may be declared by the shareholders in general meeting
by ordinary resolution, but no dividend may be declared in excess

of the amount recommended by the Board.

At any generat meeting, a resolution put to vote shall be decided on
a poll, and every member who is present It person or by proxy shall
have one vote for every share of which they are the holder.

No person holds securities in the Company carrying special rights
with regard to contrel of the Company. The Company is not aware
of any agreements between holders of securities that may result
in restrictions on the transter of securities or on voling rights.

Restrictions on transfer of shares

The Company's Articles cof Association allow directors te, In their
absolute discretion, refuse to register the transfer of a share in
certificated form unless the instrument of transfer is lodged, duly
stamped, at the registered office of the Company, or at such other
place as the directors may appoint and (exceptin the case of a
transter by a recognised person where a certificate has not been
issued in respect of the share) is accompanied by the certificate for
the share 1o which it relates and such other evidence as the diractors
may reasonably require to show the right of the transteror to make
the transfer. They may also refuse o register any such transter where
it is in tavour of more than four transferees or in respect of more than
one class of shares.

The directars may refuse to register a transfer of a share in
uncertificated form in any case where the Company is entitled
to refuse {or is exernpted from the requirement} under the
Uncertificated Securities Regulations to register the transfer.

Annual general meeting

The 2020 AGM of the Company will be held at Linklaters LLP,

DOne Silk Streel, London EC2Y 8HQ on Tuesday 12 May 2020. At the
AGM a number of resolutions will be proposed. The resolutions are
set out in the Notice of Meeting, which i5 sent to shareholders with the
2019 Annual Report and includes notes explaining the business o be
transacted. The Notice of Meetling is also available on the Company’s
website at www.capita.com.
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In May 2018, shareholders granted authority for the Company to
purchase up to 168,841,519 ordinary shares. This authority will expire
at the conclusion of the 2020 AGM. No shares were purchased during
2019. A resolution to renew this authority will be put to shareholders
at the 2020 AGM.

The directors consider that each of the resolutions is in the best
interests of the Company and the shareholders as a whole, and
recommend that shareholders vote in favour of all of the resolutions.

Far other general meetings the notice given would be 14 clear
working days,

Cross-references
For the purpgses of LR 9.8 4R, the following information is located
as set out below:

Listing Aule Subject Page no.
9.8.4(1) Capitalisation of interest 155
9.8,4 (12-13) Shareholder waiver of dividends 60

Directors’ responsibilities In respect of the Annual Report
and the financial statements

The directars are responsible for preparing the Annual Report and
the Group and parent company financial stateaments, in accordance
with applicable law and regulations.

Company law requires the directors to prepare Group and parent
company financtal staterments for each financial year. Under that
law they are required to prepare the Group tinancial statements

in accordance with International Financial Reporting Standards
{IFRS) as adopted by the EU and applicable law, and have elected
to prepare the parent company financial statements in accordance
with UK Accounting Standards and applicable law (UK Generally
Accepted Accounting Practice) including FRS 101 Reduced
Disclosure Framework,

Under company [aw the directors must not approve the financial
statements unless they are satisfied that they give a true and fair
view of the state of affairs of the Group and parent company and of
their prolit or loss for that period. In preparing each of the Group and
parent company financial statements, the directors are required {o:
« Select suitable accounting policies and then apply them consistently.
* Make judgements and estimates that are reasonable and prudent.
- State, for the Group tinancial statements, whether they have been
prepared in accordance with IFRSs as adopted by the EUL
« State, for the parent company financial statements, whether
applicable UK Accounting Standards have been followed, subject
to any material departures disclosed and explained in the parent
company financiat statements.
» Assess the Group and parent company's ability to continue as
a going concern, disclosing, as applicable, matters related to
going congern.
- Use the going concern basis of accounting unless they intend either
to liquidate the Group or the parent company or to cease opérations,
or have na realistic altemative but to do so.
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The directars are responsible for keaping adequate accounting
records that are sufficient to show and explain the parent company’s
transactions and disclose with reasonable accuracy at any lime the
financial position of the parent company and enable them 10 ensure
that its financial statements comply with the Companies Act 2006.
They are responsible for such intemal control as they determine is
necessary to enable the preparation of financial statements that are
free from material misstatemant, whether due 1o fraud or error, and
have general responsibility for taking such steps as are reasonably
open to them to safeguard the assels of the Group and to prevent
and detect fraud and ather iregularities.

Under applicable law and regulations, the directors are also respansible
for preparing a strategic report, directors’ report, directors’ remuneration
report and corporate governance statement that comply with that law
and those regyations.,

The directors are rasponsible for the maintenance and integrity of
the corporate and financial information included on the Company's
website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation

in other jurisdictions.

Directors’ responsibility statement

We, the directors of the Company, confirm that to the best
of our knowledge:

« The financial statements, prepared in accordance with the applicable
sel of accounting standards, give a true and fair view of the assets,
ligbilities, financial position, and profit or loss of the Company and
the undertakings included in the consolidation taken as a whole.

* The strategic report includes a fair review of the development and
performance of the business and the position ot the Company and
the undertakings included in the consolidation taken as a whole,
together with a description of the principal risks and uncertainties
that they face.

+ The Annual Report and Accounts, taken as whole, are fair, balanced
and understandable, and provide the information necessary for
shareholders to assess the Company's position and performance,
business model and strategy.

The directors’ report (pages 50—97) has been approved by the Board.
On behalt of the Board.

Francesca Todg

Group Company Secretary

4 March 2020

Capita plc

Registered in England and Wales No. 2081330
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Committees I } l I l

Terms of reference Membership

The terms of reference of the Nomination, Remuneration, and Membership of the Company's standing committees at the end

Audit and Risk committees (standing committees) were reviewed of the year is shawn below:

during the year and updated, where requirad, to reflect updates in Baroness
good governance practices and the implementation of the Senior - Lucy

Manager Cenrtification Regime. They are summarised below and, Sirtan  Gillian Matthew Georgina N mm:I :;?m Ne;llli:-
along with mattars reserved tor the Board, are displayed in full In — Powsll Shetdon Laslar MHarvay Cresswell Whilams Hoife
the investor centre at www.capita.comfinvestors. Nomination c X X X X X X
Tetma of reference Briet descripticn of respanalbliitiea Audit and F?'Sk X c X X X X
Nomination Commitiee - Reviews composition of the Board. Remuneration X X c X X X

» Recommends appointment of new directors. () Cnair
Considers succession plans tor Board
and senior management positions. Frequency of meetings and attendance

+ Oversees development of diverse pipeline 1, 0 o019, the Nomination Committee met four times, the

for succession. Remuneration Committes rmet six times and the Audit and Risk
Reviews accounting policies and Committee met six times. Some directors were unable to attend
Committee contents of financial reports. certain committee meetings due to prior commitments. Attendance
Monitors internal control environment. of directors at committee meetings is shown in the table an page 56.
+ Considers adequacy, effectiveness

. - and scope of external and intarnal

Audit and Risk

.

audit programme.
+ Qversees relationship with external auditor.
- Monitors risk profile and obtgins assurance
that principal risks have bean praperly
identified and appropriately managed.
Remuneration » Sets policy for Board and senior
Committee _management remuneration.
Approves individual remuneration awards.
Agrees changes to senior executive
incentive plans.
Disclosure Committee + Comprises any two of the Chairman,
Senior Independent Director and the
executive directors.
Responsible for the appropriate
identification and management of inside
infarmation, including any decision
to delay public disclosure.
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P 1 i The committee met four times in 2018 and the members’
r OVI ln g attendance record is shown on page 56.
The Group Company Secretary acts as Secretary to the committee

L]
o o rt u n It and is available to assist committee members as required, also
ensuring the distribution of timely and accurate information.
The committee reports and makes recommendations to the
r every o y Board in relation to its activities. It is authorised under its terms of

reference to obtain the advice of independent search consultants.
The committea's terms of reference were reviewed and updated
during the year and can be found on Capita’s website at
www._capita.com/investors.

Diversity and inclusion

Capita’s diversity and inclusion policy, which includes the Board,
is based on a commitment to creating an environment where
diversity is valued and respected, and where people can bring
their different perspectives and whole selves to wark. We believe
that business success is a direct result of the experience and
quality of its people. Inherent within this approach is an acceptance
and embracing of diversity in all its forms and an endorsement
that the entire worklorce, including the Board, be representative
of the community in which Capita operates. Key aims of the policy
are to ensure equality, diversity ang inclusion in the workplace
and to promote a cullure where everyone is treated with respect
and dignity.

“Appointments are made on merit,
taking account of the specific

- skills, experience, knowledge

. and independence needed

| to ensure a rounded Board.”

Sir lan Powell
Chair
Nomination Committee
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Capita sees significant business benefit from the diversity of thought
that comes from people with a wids range of backgrounds at all levels
In the Group. Only by encouraging this diversity and by fostering
talent throughout the business can the Group expect to achieve
{urther diversity in senior management. Capita has a network of
diversity champions across the Group and its training and mentoring
initiatives actively support the fostering of talen! at all levels in the
business and across the Company's diverse workforce. The Beard
and senior management teams across Capita are committed to
warking to provide an environment where everyone has the opportunity
to lulfil their potential. The Group will continue to appoint and promote
people on merit and in line with the skilts and attributes identified for
each post. Further information on diversity, inclusion and wellbeing

is on pages 32-34 of the strategic report. The appointment process

for employee directors included a detailed online questionnaire; - - - -

independent assessment by a third party and a series of interviews
with the Group Company Secretary, Chief General Counsel,
Chief People Officer, CEQ, SI1D and Chairman.

Appointment process

Board appeintments are made on meril, taking account of the specific
skills, experience, knowledge and independence needed to ensure

a reunded board, and the government-backed recommendation for
33% femala representation on boards by 2020. We ensure 40% female
representation on recruitment shortlists and, where appropriate,

seek to include candidates who may not have listed company
experience but who possess suitable skills and qualities. We only
engage executive search firms that have signed up to the voluntary
code of conduct on gender diversity and best practice,

Nomination Committee time allocation (%)

1 50% Board appeiniments

2 30% Succession planning

3 15% Perormance, conficis and diversity
4 5% Governange

Nomination Cormnittes

Succession planning

Corporate

governance

A formal succession framewark is in place for the CEQ, CFOQ,
Executive Carnmittee and the two management layers beneath.
The purpose of the framewaork is to apply a fair, objective and
consistent methodology to identify future potential career paths
for individuals within the Group. Structured development plans
are implemented to support individuals irmprove their skills and
experience. The depth of the framework means talent can be
identified and nurtured at an early stage and, combined with the
approach to Board appointments, means the pool of possible
future candidates for Board roles is sufficiently wide and diverse.

Gender balance

At 31 December 2019, female representation on the Board _

and Executive Committee was 36% and 29% respectively.
At 31 December 2019, lemale representation among senior
management' and their direct reports was 41%.

Board evaluation

Details of the annual board evaluation process are provided

in my introduction to this corporate governance section of the
Annual Report on page 51. There were no speciiic issues arising
{rom the 2019 evaluation process relating to board composition

of succession ptanning.

1. The 2018 Code dafines senior managemen! as the Executive Cammittee and Lhe

Group Company Sacretary.

Responsibilities and activities

Key responsibilitles

- Identity and nominate
appropriate candidates for
appointment to the Board,
having due regard to the
provisions of the 2018 Code
and, in particular, the balance
of skills, knowledge and
experience on the Board and

the diversity of its compaosition.

+ Keep the structure and size of
the Board and the ieadership
needs of the organisation
under review and ensure that
plans are in place for orderly
succession and appointment
to the Board.

+ Review the time commitment
required from non-executive
directors, the performance
of directors and all
declarations of interest
made by Board members.

« Consider, evaluate and drive
Capita's diversity policies.

Activity in 2019

+ Succession planning for
the Board generally and for
ather senior positions below
Board level.

» Recruitment and appointment of
a new non-executive director and
Remuneration Committee Chair.
the external search agency,

The Inzito Partnership, was used
for this appointment and it has
no other connection with the
Group or individual directors.

- Consideration of directors’

pertormance, length of service,

interests and potential conflicts
to ensure independence of

NEDs and that al{ directors

could stand for re-election

or election at the AGM.

Discussed and approved the

reappointment of Sir lan Powell

as Chair and the appointments
of Lyndsay Browne and Joseph

Murphy as employee directars.

.
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Developing our
risk and control
framework
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The committee cortinues to fulfil its role of supporting the Board
in its review of the integrity of the Group’s financial reporting,
monitoring the effectiveness of the Group's systems of risk
management and internal controls, and overseeing the aclivities
of the Group's internal audit function and its external auditor.

Risk and control framework

A key area of locus during 2019 was the development of the
Group's revised risk and control framework. The CFO assessed
this framework in light of the new operating model and considered
how best 1o develop the control environment. A revised framework,
together with revised principal risks, has been articulated to the
Committee and work is ongoing to implement the more detailed
elements of it across the Group.

Finance transformation

The Group is undertaking a major transformation programme, and
transforming the finance function is an important feature as this will
significantly strengthen the control framework and provide a more
robust structure to defiver the management information necessary
to inform critical decisions on a timely basis. As part of the finance
transformation, a new operating model was approved including
investrnent in a new accounting system. Much progress has

been made but it became apparent in 2019 that the resources

and tunding required to complete this programme exceeded
those initially anticipated. The Board decided 1o pause the project
while plans are re-evaluated to ensure they address the matiers

“A key area of focus during
2019 was the development
of the Group’s risk and
control framework.”

Matthew Lester
Chair
Audit and Risk Commitiee

The Audit and Risk Committee’s terms of reference set

= outin full the role, responsibilities and authority of the
committee and can be found on the Company’s website
at www.capita.com/Investors.

These were reviewed and updated during the year.



identified and are appropriately funded and resourced. To accompany
the new accounting system, the finance transformation project team
developed a new matrix of end-to-end process mapping with controls
to complement the control framework. Pending the revised plan,

the committee has relied on the previous framework under which
divisional management provide the necessary assurances to canfirm
thal the standard of controls expected from a group such as Capita
have been adhered to. This process has been supperted by an
external review conducted by PwC. The committee has reviewed the
output and engaged In full discussion with exacutive management,
intemnal and external audit, risk and compliance functions to discharge
the committee's duties in relation to considering the eflectiveness

of the risk and control framework.

Transtormation journey

Capita remains on a journey of transformation and this encompasses
the Group's risk and control framewaork. Much has been achieved

to date including the roll-out of the operating model and the
establishment of core central oversight functions. The committee’s
tocus for 2020 will be the actions agreed to ermbed the new finance
target aperating madel. A key element of this will include monitoring
the recommencament of the project through 10 go-live with the new
accounting system and roll-out of enhanced cantral processes.

Uniil this time, the committee will continue to assess the current risk
ang control framework with inputs from Group functions on a regular
basis to inform the committee members. For example, committee
meetings will continue to include focus on raviewing risks and controls
within divisions, functions and principal risks as well as in respect of

Audit and Risk Committee time allocation (°%)

“h\

6% Govemnance

9% Division decp dive

10% Function deep dive

9% Cyber security/business resilience/data privacy
20% Risk management

11% internal audit

28% Full and halt-year resulls (ncl. external audit)
7% Private meeting wilh auditois

O NO N AR

Audit and Risk Cornmittee

Corporate

governance

key projects. The review schedule will be adjusted where necessary
as implementation of the revised risk framework develops.

Committee membership and attendance

All members of the commitiae are independent and [ arm considered
to have recent and relevant financial experience far the purposes
of the UK Corporate Governance Code 2018.

To encourage effective cormmmunication, in addition to the above
members, the Board Chairman, CEQ, CFO, Chief General Counsel
and Director of Group Finance are invited 1o attend committee
meatings along with certain members of the senior management
tearn, the Group Risk & Internal Audit Director and representatives
from KPMG, the Group's external auditor. Opportunity exists at the
end of each committee meeting for the representatives of the internal
and external audit teams 1o meet with the committee in the absence
of management and both have access to the committee should they
wish to voice any concerns outside formal meetings.

Committee performance was assessed as part of the internally
facilitated Board evaluation (see page 51 for more information).

The Board is satisfied that the combined knowledge and experience
of its members is such that the committee discharges its responsibilites
in an effective, informed and challenging manner and that, as a whole,
the committee has competence refevant to the sector in which the
Company operates. The Group Company Secretary, or their nominee,

acts as Secretary to the Commniittee and is available to assist the
members of the committee as required, ensuring that timely and
accurate information is distributed accordingly.

Role and responsibilities

The committes is responsible for carrying out the audit functions
as required by DTR 7.1.3R and assists the Board in fulfilling its
oversight responsibliities in respect of the Company and the Group.
The committee’s key responsibilities are:

Financial reporting

To review the reparting of
financial and other information to
the shareholders of the Company
and monitor the Integrity of the
finarcial statements, including
the application of key judgements
in determining reported outcomes
to ensure that they are fair,
balanced and understandable.

Risk management, internal
control and compliance

Te review and asssess the
adequacy of the systems

of internal controt and risk
management and monitor the
risk profile of the business.

Internal audit

To approve the annual

internal audit plan, review the
eftectiveness of the internal
audit function and review ail
signilicant recommendations
and ensure they are addressed
in A timely manner.

External audit

To review the effectiveness
and abjectivity of the external
audit process, assess the
independence of the external
auditor and ensure appropriate
policies and procedures are

in place to protect such
independence.

Cyber security

To review and assess cyber
security risk and governance,
Inctuding IT security for the
Group and manitar risks
within this area.

Effectiveness
To report 1o the Board on how it
has discharged its responsibilities.
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How the committee operates

The commitiee has established an annual forward agenda to cover
the key events in the financial reporting cycle, specific risk matters
identilied by the committee and standing items that the commitiee

is required to consider in accordance with its terms of reference.

The annual agenda is supported by agenda setting meetings held

in advance of each committee meeting, led by me and attended by
senior management. Their purpose is to identify key issues impacting
the husiness that may require consideration by the committee.

Reports are received from Group functions, including risk and internal
audit, as appropriate. New sales wins and their contract terms are
reviewed from & risk and accounting perspective as appropriate.
Additional reparts are provided as may be required. | report to the
Board the key matters of discussion and make any significant
recommendations as necessary.

How the committee discharged its roles and
responsibilities in 2019

The cornmittee met six times during the year and attendance at each
meeling is shown on page 56. Meetings are planned around the
Company's financial calendar.

Financlal reporting

Accounting judgements and significant accounting matters

As part of the process of monitoring the integrity cf the financial
information presented in the half-year results and the Annual Report
and Accounts, the committee reviewed the key accounting policies
and judgements adopted by management to ensure that they were
appropriate. The significant areas of judgement identified by the
committee, in conjunction with management and the external auditor,
together with a number of areas that the committee deemed
significant in the context of the financial statements are set out
inthe tables on pages 71-73.

The committee has assisted the Board in reviewing the key metrics
used o measure the value creation for Capita's shareholders,
recognising that historical rmeasures such as profitability may not
be as relevant as frae cash flow, given the impact certain policies,
in particular IFAS 15, have on the timing of recognition of profits
and cash inflows.

The cammittee reviewed with the Board how free cash flow can be
used to reflect the value creation for shareholders, recognising that
autside the core contracting activities there are other commitments,
and in particular the pansion deficit repayment plan, meaning

free cash flow will not always be reflected in the reported profits
{retar to note 2,10 to the consolidated financial staternents), The Board
will continue to review how the different measures are presented
and the commitiee has requested that management keep under
raview how free cash flow is disclosed, so the reader can obtain

a clear understanding of the key value drivers.
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Fair, balanced and understandable

At the Board's request, the committee considered whether the
half-year results and the Annual Report and Accounts were fair,
balanced and understandable and whether the information pravided
was sufficient for a reader of the statements to understand the
Group's position and performance, business model and strategy.
The committee reviewed both the narrative and linancial sactions

of the reports to ensure they were consistent and gave a balanced
viaw ol the performance of the business in the year and that appropriate
waight was given io both positive and negative aspects. The
committee also considered whether full-year and half-year results
announcements weara presented clearly.

The committee considered whether the Annual Report and Accounts
enable readers to understand the Company's financial position

and prospects, as well as assess its going concern status and
longer-term viability.

Communications with the FRC

In December 2018, the Company received a letter from the Financial
Reporting Council {FRC) following a review of the Capita ple 2017
Annual Report and Accounts, The letter Included queries principally
related to disctosures included in the 2017 Annual Report and Accounts,
with no issues raised in terms of the Group's key accounting policies
and judgements. The FRC also highlighted for consideration our
presentation of certain items in our consolidated cash flow staternent.
Following a review, we agreed to restale the presentation of certain
Items which we explained in the notes to the 2018 Annual Report

and Accounts. There was no adjustment required for the overall net
movement in cash and cash equivalents as previously reported, but
with changes required to the presentation of sub-totals within the cash
flow statement. In addition, for certain areas, we agreed to enhance
the current disclosures or provide new voluntary disclosures to providge
grealer ciarity to aid the reader of the Annual Neport and Acoounts.
Tha FRC has indicated its intentian to close the enquiry.

Please note that the review carried out by the FRC provides no
assurance that the Annual Report and Accounts were correctin

all material respects. The FRC's role is not to verify the information
provided but to consider compliance with reporting requirements,
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Significant issues In relation to the financial statements considered by the Audit and Risk Committee

Revenue and profit recognition

Matter considered

There is significant risk on long-term contracts related to revenue
recognised from variations or scope changes, where significant
judgement is required to be exercised by management. There is a risk
that revenue may be recognised even though it is not probable that
consideration will be collected, which could be due 1o uncertainties
over contractual terms and cngoing negotiations with clients.

Judgement is also required when customers request scope changes

to determine if there is a contract modification or a contract termination
followed by a new contract. Contract terminations can lead to the
immediate recognition of any deferred income being held for recognition
in future periods

Action

The committee received regular updates on all major contracts
during the year and specifically reviewed the material judgements
as part of tha half-year and year-end close process. The commitiee
has alsc considered the recagnition of anérous provisions, where
approptiate, and the lifetime profitability of contracts.

To aid the reader, and following discussions with the FRC,
the company has included a more detailed explanation of the
group’s accounting for long term contracts (see note 2.1 t¢
the consolidated financial statements).

Qutcome

The revenue recognition policy includes disclosure of the
significant judgements and estimates in relation to its application
and the commitiee is satisfied that these have been praperly
disclosed. The committee is satisfied that the disclosures given
within the accounts are sufficient to gain a proper understanding
of the methodology of accounting for revenue across the Group,
including the recagnition of deferred income &t the balance sheet
date. The committee reviewed the new disclosure and concluded
that these provide additionsl information that is helptul to aliow

a fuller understanding of the application of IFRS 15 to the
Group’s contracts.

Contract fulfilment assets

Matter considered

The adoption of IFRS 15 has led to the recognition of contract
fulfiiment assets (CFAs). Judgements are involved in assessing
whether the costs incurred on a contract, or an anticipated contract
meet the capitalisation criteria as set out under the standard.

in addition, the amortisation of these assets involves estimation
of the expected life of the contract.

Action

As part of the adeption of IFRS 15, the committea has considered
and challenged the significant judgements and estimates involved
in determining the carrying value of CFAs.

As part of the review of ali major contracts, the committee has also
considered the recoverability of CFAs, During the year, the committee
discussed certain CFAs where their recoverability was in doubt.

The company agreed with the FRC to enhance the disclosures

of key estimates and judgements to provide further clarity of when
CFAs are at heightened risk of impairment. This is typically when
the comtract is in the early years post inception and undergoing
major transformation activities.

Outcome

The committee is satistied that apprepriate judgements and estimates
have been made in determining the carrying value of CFAs and the
extent of impairment of CFAs recognised in these statememts is
apprapriate. The committee is satisfied that the accounting policy
note provides sufficient clarity as to the new policy adopted.

The committee reviewed the new enhanced disciosures and are
satisfied that these provide additional information to allow a reader
to understand the risks associated with different stages of a typical
long-term Capita contract.

Impsairment of intangible assets, goodwill and parent company's investment in subsidiaries

Matter considered

The Group carmas significant asset balances in respect of goodwill and
intangible assets related to its acquisition activity. in addition, the paremt
company carries a material balance of investment in subsidiaries on

its financiat statements. The impairment assessment requires the
application of judgement conceming future prospects and forecasts.

Action

The committee has reviewed the robustness ot the impairment
moedet and challenged the appropriateness of assumptions used

to calculate and determine the existence of impairment. The
comrittee considered the events and circumstances that have led
to the impairrment charges since the publication of the interim resulls
in August 2019

The impairment of goodwill and intangible assets at Group level
indicates that there may also be impairment of investment in
subsidiaries on the parent company's financial statements.
Accordingly, the committee has reviewed the assumptions

and calculation of impairment of these investments.

In reviewing the appropriateness of the historical allocation and
impairment of goodwill, the committee has considered whether
recent disposals resulted in an impairment of goodwitl or other
long-term assets. This review was in respect of the years 2015
to 2018 for disposals with proceeds >£50m,

Audit and Risk Commitiee

Outcome

The committee is satisfied that the impairment of goodwill

and intangibles recognised in these statements is in line with
expectations given the performance of certain areas of the Group's
business in the year and the update on the trading outlogk.

The committee is also satisfied that the assumptions, methodology
and disclosure in notes 3.3 and 3.4 to the consolidated financial
statements are sufficient to give the reader an understanding of the
action taken and the sensitivities within the goodwill and intangible
assels balance to any further impairment risk.

Of particular importance to the committee was the inclusion of
sufficient disclosures to set out the events and circumstances
that have led to the impairment charges recarded in the year.

Thea committee aiso considered the level of detail inciuded in the
sensitivity analysis to ensure that this reflected the current stage
of the transformation and the associaled execution risks.

The committee also considered that any impairment of investment
in subsidiaries at the parent company level were appropriate and
properly accounted for.
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tems excluded from adjusted results

Matter considered

As stated in its accounting policies, Capita separates its results
between adjusted and reported to provide usetul disclosure to aid
the understanding of the performance of the Group. The committee
needs to ensure a fair and balanced treatment of what is and is not
included as an adjusting item.

Action

The committee has reviewed the individual lems excluded from adjustad
results. The committee has requasted further information concerning
the origination of the items where they feit it was necessary to
enable a conclusion to be drawn as lo whether the chosen
presentation achieved the stated principal.

The committee has considered the accounting policy by reference to
guidance issued by the FRC and the need to ensure any alternative
performance measures arg presented with equal prominence to
reported figures and on a consistent basis year-on-year.

The commiliee considered the appropriate presentation to apply
for the costs associated with the transformation plan which are
presented as an ‘adjustment’ to the reported results. The plan s
extensive and covers a number of Capita-wide initiatives to address
the cost competitiveness of the businesses and to simplify and
strengthen the Group,

Categaries of expenditure include costs typically associaled with
major restructuring such as severance payments, but also include
costs related to the offshoring of activities and the introduction of
automation and digital solutions, a Group-wide property rationalisation
and functional transtormation projects. To support these activities,
external professional fees are being incurred in addition to dedicated
internal costs. Where such costs are incremental and directly related

to the transformation plan, the committee has concluded that such
costs should be included in the overall ransformation costs that are
separately presented.

In agreeing this presentation, the cornmilttee was mindful of the
guidance issued by the FRC in November 2017 in terms of mutti-year
maijor ‘restructuring’ programmes. This directs boards to define
the costs to be presented separateiy, set borders to capture only
relevant costs, and emphasises that disclosures to expiain the
costs must be transparent and of high quality.

The committee considers that this guidance has been applied and
note 2.4 to the consolidated financial statements provides details
of the costs incurred in 2019. The committee wili continue to
review this policy in 2020 and beyond, as the transtormation
programme continues.

QOutcome

The committee concurs with management's view that the presentation
of items excluded trom adjusted results provides usefu! disclosure

to aid the understanding of the performnance of the Group and agree
that the items excluded meet with the stated policy for recognition.

Nate 2.4 to the consolidated financial statements sets out the items
that are separately presented, and the commiltee is satisfied that
this provides sufficient intormation to inform a reader on each
category presented. The commitiee also notes that the approach is
consistent with that used for the rights issue in 2018. The committee
has asked the CFO to continue to review the approach in 2020,

The commitlee continues 1o encourage management to provide
transparency over items the impact the results, both reported
and adjusted. The CFO's review within the strategic report
pravides details of each significant item and those that are
considered one-off in nature. The committee is satistied that
this provides useful information to allow a reader to assess

the performance for the year.

Capitalisation and recoverability of intangible assets

Matter congidered

As pan of the transformation plan, the Group is investing in new
systems and processes, inciuding the finance transformation with
the implementation of new finance systems. Judgement is applied
in assessing whether costs incurred, both internal and external,
will generate future economic benefits.

Action

The committee has considered and challenged the significant
judgements and estimates involved in determining 1he carrying
value of the asset relating to the finance transfarmation, including
assumptions mada in respect of the status of the programme and
potential future changes to the operating madel of the Group.

The cammittee reviewed the robusiness of the impairment analysis
acknowledging that there is a range of possible outcomes when

a decision has been made to reassess a programme of this
complexity. The committee challenged the appropriatengss

of assurnptions used to calculate and determine the existence

of impairment.

The committee also reviewed the disclosures in the financlal
statements in respect of the programme.
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Cutcome

The commiliee is satisfied that the impairment of the asset

relating lo the finance transformation recognised in these statermnents
appropriately reflects the status of the programme and potential
future changes to the operating mode! of the Group.

Importantly the caormmittee were satisfied that there was sufficient
support and evidence 1o conclude that the asset carried forward
will deliver the expected future value when the programme
recommences. As part of this assessment the Board confirmed
its intention to complete the finance transformation including this
new finance system.

The committee is also satisfied that the discigsure in note 3.3 1o the
consclidated financial statements are sufficient to give the reader
an understanding of the triggar for impairment in the year and the
further impairment risk of potential changes to the operating model
of the Group.

Of particular importance to the committee was the inclusion of
sutticient disclosures to set out the events and circumstances
that have led to the impairment charge recorded in the year.
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Provisions and contingent liabilities

Matter considered

There is judgement applied in the level of provisioning across

the Group, This involves making an assessment of the size, timing
and probability of @conomic outflows due to the occurrence of

a past event._ It is therefore important to understand the judgement
being made as well as the estimate of any accompanying outflow
of funds.

Action

The committee has reviewed the disclosure in the financial
statements, in particular jt has challenged management to justily
provisianing levels where a range of outcomes has been identified,

As announced at the 2019 half year, the company has been notified
under a supplier contract of a palential liability in respect of past
services received. The committee has considered with management
the internal view over any potential outcome, which supports the
disclosures presented,

The commitiee received regular updates from the Chief General
Counsel on open claims and ongoing litigation. This was used
to inform the committee on any provisions required for possible
future outfiows.

QOutcome

The committee is satisfied with the fact patterns undertying the
provisions, with both the treatment and leveis of provision being
properly justified.

The committee reviewed the disclosures associated with

the provisions recorded and also the contingent liability note.
It was salisfied that the disclosures provided proportionate
details to inform a reader. .

In particular in relation to the current discussions with a supplier,
which are likely to lead to settlement negotiations, the committee
was satisfied that no financial information was disciosed as this
could potentially be prejudicial to any agreed outcome.

Pensions

Matter considered

The measurement of the defined benefit liability In respect of detined
benefit pension schemes operated within the Group is a complex
area, relying on assumptions on inflation, mortality, corporate bong |
yields, expactations of returns on assets and a number of other key
inputs. There is a risk that any one of these could lead to misstatement
of the Group’s liability in respect of pension obligations and the
pension charge or movement recognised in the income statement

or statement of comprehensive income,

Action

The committee has reviewed the disclosure as presented in the
accounts. The committee also challenged the key assumptions and
reviewed the sensilivity to changes in some of the key assumptions
bath an a standalone basis as weill as in the context of defined benefit
schemes across other external henchmarks.

Qutcome

The committee is satisfied that the estimation of the Group’s pensian
liabilities and the narrative that accompanies them gives the required
leve! ot information for a reader of the accounts to determine the
impact on the Group of its pension obligations. -

Going concern

Matter considered

Consideration of the going concern assumption is the responsibility
of the Board, and the committee conducted an assessment as

part of its support rolg, given the inherent judgements required

to be made in relation to the forecasts and definitions within the
covenant calculations,

Action

The going concern assertion has a significant impact on the basis
of preparation of the financial staternents. The committee considered
the business plan projections that cover the three years to

31 December 2022,

The committee cansidered the assumptions behind the plausible but
severe downside scenarios used for stress testing the Group's ability to
meet its obligations as they fall due. It also considered and challenged
the mitigating actions proposed by management. The commitiee has
chafienged the key assumnptions, as set out in section 1 to the
consolidated financial statements.

The committee considered the facilities that are available to the
Company to support the going concern assessment. This includes the
revolving credit facility and the backstop liquidity facility that was agreed
in February 2020. Beth facilities expire on 31 August 2022, which is

the period the commitlee has considered in agsessing going concem.

The caommittee considered compliance with the key covenants incluced
inthe Group’s committed facilities and private placement notes,
including maximum ratios of adjusted net debt to adjusted EBITDA.

The comimitiee considered the judgements made by management
in calculating the adjusted EBITDA. In particular, consideration was
given to consistency of treatment with the prior year, including the
exclusion of restructuring.

Audit and Aisk Commities

Applying the downside scenarios, the committee concluded that,
assuming no mitigating actions are taken, the available headroom
is sutficient to operate within the 3.0 times adjusted net debt to
adjusted EBITDA ratio.

The commitiee considered the going toncern assumption disclosures.

The committee considered the raguirements of the Code as it
applies to the Group's viability statement including the three-year
period of assessment which afigns with the Group®s planning
horizon and the processes supporting the viability statement.
After significant discusslon, and having considered the various
stress testing scenarios that were presented as part of the
viability assessment afongside the liquidity and debt positions
of the business, the committee determined that the three-year
measurement period continued to be appropriate and that the
viability statement (as set outf on page 48) should be
recommended to the Board for approval.

Outcome

The committee is satistied that the management analysis provides
sufficient detall and support to allow a robust assessment of relevant
risks and mitigations. This allowed a full discussion over the severe
but plausible downsides, and allowed the committee to recommend
to the Board that the going concern assumption be applied. The
committee cancluded that the mitigations and facilities available
provide sufficient headroom against the risks identified to support
the resilience ot the parent company and group. The committee

Is satisfied that section 1 to the consolidated financial statements
includes detailed disclosures concerning the going concern
assertion and key agsumptions applied to inform the users

of the assessment undertaken by the Board.
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Other issues considered in relation to the
financlal statements '

Matariality

Materiality is important in determining the risk attached to any
judgement. The committee considers the audit materiality set by the
external auditor to ensure that the committee is informed of indlvicual
iterns above a certain threshold that are most likely to have an impact
on the financial statements. The committee reviews the externgl
auditor's report and the individual items that breach the materiality
thresholds and assess their relative impact on the reported statements.
These are: statement of comprehensive income, balance sheet,
statement of changes in equity and cash flow, as well a5 the notes

to the accounts.

The committee requests further clarification from toth the
external auditor, the CFC and Director of Group Finance as to
the nature of these items and also their relative importance in
the financial statements.

After having made such enquiries, the commitiee is satistied that
materiality has been applied correctly in the accounts and that
material items brought to its attention remain unadjusted where
their inclusion would not cause detriment to the overall reading
of the financial statements.

Disclosure of information to the auditor

The directors who held office at the date of the approval of this
directors’ report confirm that, so far as they are each aware, there

is no relevant audit information of which the Company's auditor is
unaware; and each director has taken all steps that they ought to have
taken as a director to make themseives aware of any relevant audit
information required for the audit and to establish that the Comipany's
auditor is aware of that information,

Statutory auditor

The committee provides a forum for reporting by the Group’s auditor
{KPMG) and it advises the Board on the appointment, independence
and objectivity of the auditor and on fees earned for both statutory
audit and audit-related work. The committee discusses the nature,
scope and timing of the statutory audit with the auditor and, in
making a recommendation to the Board on auditor reappointment,
perfarms an annual, ir)tlependent assessment of the auditor’s
suitability and performance.

The external auditor attends meetings of the committee and provides
updates on statutory reporting, audit-related services and fees,
and ongoing audit items.,

The auditar has opportunity to raise concerns in private session
with the committee and separately with the chair, Specificaily, the
committee asks the auditor if discussion of business performance
in the strategic report is consistent with the auditar's averall
impressian of Capita. Any material discrepancies are discussed
{refer lo the independent auditar's report).
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Auditor independence
The cammitteg has a responsibility to put In place sateguards to
auditor objectivity and independence and the key measures are;

- The CFO monitors the independence of the auditor as part of the
Group's assessment of auditor effectiveness and reports to the
committee accordingly.

+ The CFO must approve all audit-related engagements — further
detgils are set out in the section below on audit-related services.
The committee reviews audit-related fees twice a year and considers
the implications for auditor objectivity and independence.

+ The auditor must confirm its independence to the committee
every six months.

Ensuring conflicts of interest are avoided is a fundamental criterion
in the selection of any third-party auditor. Such conflicts may atise
across public and private sector clients, and in key supplier
relationships. They are a key factor in the award process for

an extarnal audit agsignment.

Audit-related services and fees

During the year, the committes approved a revised policy on auditor
independence. The updated policy describes the services that may
be procured from the auditor, namely audit and audit-related services
only. To aveid the perception of a conflict of interest, the provision of
non-audit services is no longer permitied and, from 1 January 2019,
KPMG and its member lirms ceased to provide Capita with such
services. Audit-refated services inciude those required by laws and
regulations, or where it is more practical for the external auditor to
perform the service (eg reporting accountant role related to certain
public company transactions). KPMG continues to perform the review
of interim results which, although technicaily dassified as a non-audit
service, relates closely to the audit.

Under the policy, which is reviewed annually, executive management
has discretion to engage the auditor for audit-related services but the
nature of such assignments and associated fees must be reported
regularly o the committee. All assignments require approval from the
CFO. Where executive management has any concern that a proposed
assignment might threaten the auditor’s independence, this is
discussed with the committee chair.

Total non-audit fees during the year were £0.2m, and related tc the
review of interim results. Further details are provided in note 2.3 to
the consolidated financial statements.



External auditor performance

The committee discussed reguiarly the performance of KPMG
during the year and was satisfied that the level of communication

and reporting was appropriate. These discussions included a review
of the effectiveness and quality of the audit process, audit planning
and a formal post-audit evaluation.

The formal evaluation comprises separate assessments by both
managermnent and the committee of the auditor's role, activity and
performance including:

- calibre and risk profile of the audit firm

- audit governance, independence and objectivity

+ audit scope and strategy

- audit team and relations with management and business
+ audit communications and resolution of audit issues.

Financial Reporting Council: audit quality inspections

Each year, the Audit Quality Review team {AQR) of the FRC issues

a report that sets out the principal findings arising from the audit
quality inspections conducted in the previous calendar year across

a sample of audits tor ali major audit firms. The AQR'’s objective

is 1o manitor and promote improvements in the quality of auditing.
The reports highlight improvements required to promote audit quality,
and areas of good practice. The FRC publishes separate reports

on the individual firms, including KPMG.

The committee received a presentation from the KPMG lead audit
partner on the findings from the FRC Audit Quality Inspection Report
for KPMG and the proposed improvernent plans put forward by KPMG
in response, including details of the Audit Quality Transformation
Programme initiated by KPMG. The committee will closely monitor
progress against these plans.

External auditor reappointment

Following a rcbust and rigorous audit tender process in 2018, the
committee and Board recommended the reappointment of KPMG LLP
as the Group's auditor and this was approved by shareholders at the
2019 AGM. KPMG weve first appointed in 2010, initially as KPMG
Audit plc, replacing Ernst & Young LLP. :

The lead audit partner is rotated on a five-yearly basis. The current
lead audit partner rotated onto the audit at the conclusion of the
2016 audit. There are no contractual obligations which restrict the
committee’s choice of auditor.

Under the requirements of the Statutory Audit Services Order and
the EU Audit Directive and Audit Regulation, the provision of audit
services should be retendered every 10 years. The complex nature
of the Group requires that a knowledge base is built up year on year
by the incumbent to ensure that the external audit is conducted with
a proper understanding of the Group's operations and the nature

of the risks that it faces. This is an important factor in ensuring audit
quality. The Group has complied with the provisions of the Statutory
Audit Services Order.

Audit and Risk Commitlee
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A resolution to reappoint KPMG as the external auditor of the
Company will be put forward at the forthcoming annual general
meeting. If approved, KPMG will hold office from the conclusion
of this meeting until the conclusion of the next general meeting
at which accounts are laid before the Company, and thefr
remunaration will be fixed by the commitige.

Review of risk management and internal control

The committee is responsible for reviewing the effectivenass of the
Group's systern of intermal control and risk management. The risk
management framework and processes are set out on pages 40-42,

Etfectiveness and efficliency of risk management

During the year, the committee focused on key risk themes such as IT
resilience, cyber risk, management of client money, legal and regulatory
risk, health and safety, information security and privacy. The commitiee
received reparts an the following themes during the year:

+ data security
- implementation of the general data protectian regutation (GDPR)

+ firancial services regulaled businesses, in particutar implementation
of the senior managers and certification regime

- financial controls, including treasury management and taxation.

A review and reset of the principal risks and the enterprise risk
management framework has taken place. More details can be
tound on page 40. However, the committee noted that the actual
implementation of more advanced processes arising from this
review were yel to be embedded.

Nevertheless, the committee conciuded that risk management
processes were materially adequate and there were no material
weaknesseas requiring specific disclosure,

Etfectiveness and efficiency of financial controls

Detail on the review of internal controls is in the introductory

section of this report on the work of the committee and can be feund
on page 68,

Internal audit

The Group Internal Audit function has an administrative reporting

line to the CFO and an independent reporting line to me as Chair of
the cormmittee. The function has in place a co-sourcing arrangement
which adds experlise and breadth to the work ot the in-house audit
tearmn. The function is being led by a new Director of Group Internal
Audit who was appointed in July 2019 who is teading a transformation’
of the department in order to provide assurance in an effective and
efficient manner. '

During the year, a programme of internal audits was completed.

The scope of audit work generally focuses on assessing the adequacy
and etfectiveness of controls, including management oversight and
the degree of management risk awareness within the businesses

that are subject to audit.

Throughout the year, the Group Internal Audit function provides
written reports to the Greoup Audit and Risk Committee on the work
carried out to date and the in-flight work to be completed. A verbal
update accompanies each report submitted to the committee. An
annual report is pravided each year summarising the key matters
arising. The representations given set out strengths and weaknesses
identified during the work, together with any recommendations for
remedial action or further review.
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The Group Internal Audit team reported weaknesses in: compliance
with Group standards and policies; people management, particularly in
regard to emnployee vetting; controls over system access; management
of contract obligations; and demonstration of formal risk management.
In all cases, management has responded with appropriate action to
mitigate the associated risks, and divisional executive management
have increased visibility an those issues of significance. In addition,
there has been focus by senior management to improve the control
environment through the closure of previously overdue audit actions.

Tha committee reviews management’s respanse to the matters ralsed
and ensures that any action is commensurate with the level of risk
identified, whether real or perceived.

Through the regular interaction between the committee and the
Director of Graup Internal Audit, as well as the reports received from
the function, the committee is able to assess and satisfy itself that
the Group's provision of internal audit is effective.

Anti-bribery and corruption

Capita has & Group-wide anti-bribery and corruption policy, which

is In compliance with the Bribery Act 2010. Procedures are reviewed
periadically to ensure continued effective compliance in Group
businesses around the world.

Speak Up

Buring 2019, we revised and strengthened our Speak Up
{whistleblowing) approach. The Speak Up policy provides a framework
for any worker to raise serious concerns at wark in a responsible and
effactive manner. We introduced a revised policy across the whole of
Capita, excluding Germany until new Speak Up legislation is finalised.
This policy was alsc embedded inte our revised Code of Conduct

and both were communicated across Capita. To ensure that concerns
ara addressed in manner independent of a worker's business area,
cancerns can be raised through a facility provided by Expalink, a third
party pravider. Where concemns are raised, they are escalated, following
a triage process performed by Expalink, to one of two contact points
within Capita for further assessment and investigation: the Chief
General Counsel or the Chief People Officer. Oversight of these
arrangements is a matter reserved to the Board and it receives
updates on the operation of the policy.
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Privacy

Privacy, which includes compliance with the Data Protection Act 2018
and GDPR, continues to be a focus area for the Group. While there
can be an overlap with information security, we maintain separate
information security and privacy teams to ensure that there is
appropriate focus on each area.

Following the external review of the Group's approach 1o privacy
compliance in 2018, we have looked during 2019 to embed a first-line
and second-line approach to privacy compiiance, with the business
units remaining primarily responsible for day to day privacy-related
activities and, led by a Data Protection Otficer, a central privacy
team providing appropriate support and challenge. These assurance
activities have included automating a privacy check list as part of

the cantract review commitiee’s processes to ensure that all relevant
steps have been implemented at contract win or renewal stage;
communication of privacy policies; monitoring all data incidents

to identify trends and to provide remediating actions; and providing
training to the data protection leads and other key colleagues
embedded within the business units. To support the revised control
risk self-assessment approach, a revised privacy self-assessment
questionnaire was irmplermented in 2019. The results and outputs of
this questionnaire are being used to ensure that there is a continuing
approach to making improve ments, as appropriate.

Matthew Lester

Chair

Audit and Risk Committee
4 March 2020



Group executive risk committee

The Group executive risk committee (ERC) assesses risk across

all Capita’'s unregulated businesses and reports to the Audit and

Risk Committee. it holds scheduled meetings on a quarterly basis.
Membership comprises the CEOQ, CFQ, Chief General Counsel,
Group Commercial Director, Chief Growth Officer (appointed to the
committee in February 2020) and the six divisional executive officers.
The Group Risk & Internal Audit Director has a standing invitation,
and the non-executive directors have an open invitation, to attend

all meetings. Meetings are chaired by either the CEQ or CFQ.

The ERC's role is to aversee and challenge the key unregulated
business risk and compliance activities and issues in Capita's
unregulated businesses by:

- Reviewing the residual risk profile, along with ensusing appropriate
remedial actions are taken in line with Group objectives and
risk appetites.

+ Reviewing and monitoring Group control function activity and
oversight plans. :

= Tracking key regulatory changes atfecting the Group's businesses.

+ Tracking key business developments, including bids, acquisitions
and offshoring developments.

* Reviewing, and recommending for adoption, policies applicable
to the Group's businesses.

» Considering escalations received from any divisional risk and
compliance committee.

+ [dentitying items for the attention of the Board, Group Audit and
Risk Cornmittee or Group financial services risk committee.

The scope of the committee covers all unregulated businesses
in all jurigdictions in which the Group operates.

Group financial services risk committee

The Group financlal services risk committee (FSRC) was reconstituted
during the year. t complements the ERC by assessing risk across
Capita’s regulated businesses and atso reparts to the Audit and

Risk Committes. Tha FSRC holds scheduled meetings on a quanterly
basis. Membership currently comprises an independent ron-executive
{wha is also independent chair of the board of Capita Employee
Benelits Limited), the CFO and the Chief General Counsel. A second
independent non-executive director is being recruited to chair the
FSRC. The executive officers of those divisions containing regulated
business, tagether with functional heads from Group Internal Audit

and Group Risk & Compliance, have a standing invitation to attend

all meetings.

The FSRC's role is similar to that of the ERC but with a specitic
focus on reguiated business risk and compliance activities and
issues, particularly:

+ Enabling the functional heads fram Group Internal Audit and Group
Risk & Compliance to report on significant issues arising from FCA
and PRA and non-UX FS regulated entities’ monitoring and internal
audit activity.

+ Receiving updates on regulatory capilat issues — eg internal capital
adequacy assessment process {ICAAP).

* Reporting on key commurnications with the FCA and developments
inthe relationship.

* Receiving updates on conduct risk issues.

« ldentifying items for the attention of the Board, Group Audit and
Risk Committee or ERC.

Audit and Risk Committes
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During 2019, the ERC met four fimes and the FSRC met three times
following its reconstitution during the year. Membership and meeting
attendance are set out in the tables below. The maximum number

of meetings that could be attended is shown in brackets,

Group executive risk commitiee:

Number of
meetings
Name of member Title attended
Patrick Butcher {Chair) Chief Financial Officer 4(4)
Jan Lewis Chief Executive Otficer 3(4)
Aimie Chapple Executive Officer, 1(%)
Customer Management
Mark Cook Executive Otficer, 1(1)
Technology Solutians
Andy Start Executive Officer, 1)
Gavernment Services
Chantal Free Executive Officer, 11}
People Solutions
Jim Vincent Executive Otficer, AH4)
Specialist Services
Chris Baker Executive Officer, Software 444}
Claire Chapman Chief General Counsel 4{4) -
Rob Tolfts' Group Commercial Director o
Joe Hemming? Farmer Executive Officer, o3
Technology Solutions
Matthew Vallance® Former interim Execulive Officer, 1(1)
: Customer Management
Patrick Eftiott* Former Interim Executive Officer, 33}
Government Services
Mike Barnard® Farmer Executive Officer, o1}
Customer Management
Erika Bannerman® Former Executive Officer, 3(3)
People Solutions
Sue Williams’ Former Chief Risk & Compliance 3(4}

Otficer

. Hob Tottts nominated a deputy lo atlend a)l maetings on his behall.
. Joa Hemming nominated a daputy 10 etend meetings on his beheil.
. Matthew Vailance was a mainber of the committes during his tenure as interdm EQ.

. Mike Bamard latt Gapita in May 2018,
. Erika Bannarman lef Capits in August 2019,

1
2
3
4, Patrick ENictt was 4 mamber of tha committes during hig tenure as intarim EOQ.
5.
[}
7.

Sua Williams left Capita in Faebryary 2020,

Group financial services risk committea:

Rumbar of

meaetings

Nama of member Title attended

Babloo Ramamurthy  Independent Non-Executive 33
{Chair)'

Jon Lewis? Chief Exacutive Officer 1(3)

Patrick Butcher {Chairj* Chief Financial Officer 3(3)

Claire Chapman Chief General Counsel 2(3)

1. Babloo F y chaired two FSAC meeting

2. Jon Lewis was 8 member af the FSAC until its terms of reference were reviewad and
updated in Decamber 2019,

3. Patrick Butcher chalrad one FSRC meating.
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The report is split into three secticns:

+ The annual statement details how the commiittee discharged
its roles and responsibilities including: the remuneration policy
review; the committee's use of discretion on variable pay
outcomes for 2019; and pay decisions for 2020.

* The directors” remuneration poticy presents the proposed
directors’ remuneration policy which will be subject to a binding
shareholder vote at the 2020 AGM.

* The annual report on remuneration sets out the remuneration
arrangeaments and incantive outcomes for the year under review,
The directors' remuneration repart, excluding the policy, will be
subject to an advisory shareholder vote at the 2020 AGM.

Annual statement
| am pleased to present the directors’ rermuneration report for the

year ended 31 December 2019, my first as Chair of the commitiee.

The committee welcomes the changes introduced by the 2018
UK Corporate Gavernance Code (the Code} and has focused on
embedding these changes throughout the year. As Sir lan Powell
notes in his introduction, while progress has been made with the
multi-year transformation it has proved more challenging than
anticipated and remuneration decisions on implementation of
policy for 2020 have been taken in this context,

‘High levels of engagement
from all stakeholders have
helped further align incentive
plans with our business
transformation.”

Georgina Harvey
Chair
Remuneration Committea



Key activities of the committee during the year included:

+ The review of the directors’ remuneration policy for 2020,
which incfuded extensive shareholder consultation.

« A review of the application of discretion to override formulaic
outcomes for variable pay.

+ Consideration of executive pay arangements and alignment
with thase for the wider workforce.

How the committee operates

The committee has an annual agenda to cover the key planning and
decision events in the annual remuneration cycle.

Each meeting is supported by an agenda-setting discussion held

in advance with the committee Chair, Chief People Officer and Giroup
Reward Director to identify issues impacting remuneration that may
require consideration by the committee.

Regular reports including updates in corporale governance and
requlatory developments are received from the committee’s adviser.
At each committee meeting the mermbers may receive other reports
and presentations covering wider workforce arrangements which
include the annual pay review, incentive scheme arrangements,
gender pay reporting, salary proposals for mambers of the senior
team and approval of remuneration packages for new members

of the Executive Commities.

Remuneration Committee time allacation (%)

Vo

10% Governance

20% Executive direclors” and Executive Committee
members’ remunaiaton

15% STIP

19% 1 TP

10% Weder worklorce

10% Sharehalder/consultalion feedback

17% Remuneralion pelicy review

Remuneration Committee membership and atiendance

All members of the committee are independent nan-executive
directors. The number of farmal meetings held and the attendance
by each membel hown in the table on page 56. Fhe committee
also hetd informat distussions as required. The Group Company
Secretary acts as secretary to the committee and 15 avaitable to
aseisl the members of the comniittee as required, ensuring thay
timely and accurate intormation is distnbutad accordingly

Directors' remuneration report
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The committee's terms of reference set out the role, responsibilities
and authority of the committee and can be feund on the Company’s
website at www.capita.com/investors. These were reviewed and
updated during the year.

Board changes in 2019

During 2019 the Board undertook a rigorous and thorough process to
identify and appoint two non-executive emplayee directors 10 the Board.
Shareholders were asked 1o approve employee director remuneration
at the 2019 AGM and this will be formally included in the new policy.

In summary, each non-executive emptoyee director will be paid a fee

of £64,500 per annum in addition to their contractual salary, benefits
and incentives as an employee of the Group. Lyndsay Browne and
Joseph Murphy were appainted to the Board with eftect from 1 July
2019. Further details of their remuneration can be found on page 91.

John Cresswell stepped down as committee Chair on 30 September
2019, but remains on the Board as a non-exegutive director.

Remuneration policy

The current remuneration policy was approved by shareholders at the
2017 AGM and therefore a new policy is required in 2020. The current
palicy can be tound on the Company's website at www.capita.com/
investors in the 2018 Annual Report. The committee cortinues to
align its remuneration framework with Capita's strategy and culture

to ensyre that it drives conduct that is appropriate and in the long-term
interests ol the Company and its stakeholders.

Capita’s transtormation plan is underpinned by three imperatives:
simplify, strengthen and succeed.

{n transforming the business, the executive tearm have undertaken
significant work to re-engineer Capila to:

- Improve the operational and financial performance of a number
of legacy contracts.

+ invest in governance, people, systems, and processes necessary
to better run the business model.

« invest in propositions and the growth functicn, with a focus on those
rmarkets with attractive margins and strong, long-term structural
growth trends as Capita evolves towards a more focused consulting,
digital services and software business.

Having considered feadback from shareholders following the 20192
AGM, outcomes of shareholder consultations and changes intreduced
by the Code, the committee proposes the tollowing changes to the
remuneration policy:

» Enhanced shareholding guideiines (retention of vested shares).
Executiva directors will be expected to retain 100% of shares
{net-pf-tax) which vest under the deferred annual bonus plan {DAB}
and long-term incentive plan (LTIP) until their sharehelding guideline
{300% of salary for the CEO and 200% of salary for the CFQ) is
achieved. The current policy only requires the executiva directors
to retain 50% of shares (net-of-tax) which vest.

+ Shareholding guidelines (post-cessation). From tha 2020 AGM,
100% of the relevant sharenolding guideline (or the actual
shareholding if lower at cessation) will continue to apply up to the
first anniversary of the date of cessation. This will raduce to 50%
of the guideline between the first and second anniversary of the
date of cessation. In determining the relevant number of shares to
be retained post cessation, shares acquired from own purchases,
buyout awards and DAB/ATIP awards granted prior to the 2020
AGM will not be counted.

The payments for loss of office palicy has been strengthened.
Going forward, the policy will require any payrnent in lieu of notice
to be reduced for any period of time worked post notice being
nivan ar racaivad. This change reflects the feedback received
from shareholders following the 2019 AGM.
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* Malus and clawback provisions will be enhanced to add additional
triggers to the annual bonus, DAB and LTIP rules (including
insolvency and corporate failure). Award documentation for
new awards will be amended to strengthen enforceability.

* The policy has been updated to include nan-executive employee
director remuneration. This is to permit the Company to pay the
employee directors a fee for their role on the Board while being
entitied to receive all remuneration payable 1o them in connection
with their ordinary employment with the Group.

In addition, the committee has ensured that the new policy and practices
are consistent with the six factors set out in Provision 40 of the Code:

Clarity —Qur policy ig well understood by our senior executive
team and has been clearly articulated to cur shareholders and
representative bodies (both on an ongoing basis and during the
recent consultation exercise).

Simplicity - The commitlee is mindiul of the need to avoid overly
complex remuneration structures which can be misunderstood

and deliver unintended outcomes. Therefore, a key objective of the
commitiee is to ensure that our executive remuneration policies and
practices are straightforward to communicate and operate, The 2020
palicy and its implemantation has been simplified where possibla.

Risk — Our policy has been designed o ensure that inappropriate
risk-taking Is discouraged and will not be rewarded via (i) the balanced
use of both short tertn incentives and LTIPs which employ a blend

of financial, nen-financial and shareholder return targets, (i) the
significant role played by equity in cur incentive plans {together with
in-emplayment and post-cessation shareholding guidelines) and

[iii) malusfclawback provisions,

Predictability — Our incentive plans are subject to individual grant
caps, with our share plans also subject to stringent dilution limits.

Proportionality - There is a clear link between individual awards,
delivery of strategy and our long-term performance. in addition,
the significant role played by incentive/'at-risk’ pay, tagether with
the structure of the executive directors’ service contracts, ensures
that poor performance is not rewarded.

Alignment to cutture — Our executive pay policies are fully aligned to
Capita’s cullure through the use of metrics in both the annua! bonus

and LTIP that measure how we perform against our financial and non-
financial KPIs, including employee, client and supplier-related targets.

Pension provisions remain aligned with the workforce, capped at
a maximum of 5% of base salary, therefore no changes have been
made to the policy in respect of pension.

Committee discretion

The commitiee retains the right to exercise discretion to override
formulaic outcomes, to ensure that the level of bonus or award
payable is appropriate, It may use its judgement to adjust cutcomes
downwards to ensure that any payments made reflect overall
Company performance and the individual's contribution during the
relevant period. Where exercised, the rationale for this discretion
will be fully disclosed to shareholders in the Annual Report,

Remuneration for 2019

Annual bonus

Following an assessment of the performance against the adjusted
PBT, free cash flow, organic revenue growth and strategic/personal
annual bonus targets, the formulaic outturn produced an annual
bonus award of 37.1% of the maximum for the CEO and 32% of the
maximun for the CFQ. However, following a quality of earnings review
and consideration of the sharaholder experience during 2019, the
committee exercised its discretion and determined that no bonus
would be paid to the executive directors in respect of 2019, Further
detalls on bonus outturn can be found on pages 91-92.
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Vesting of 2017 LTIP award -

The LTIPs awarded in 2017, which are due to vest in 2020, did not
meet the EPS and ROCE performance targets and therefore will lapse
in full; neither executive director holds such awards given both joined
Capita after the 2017 grant date.

Total remuneration

The committee is satisfied that total remuneration paid to the

CEQ and CFQ in respect of 2019 is appropriate in light of Group
perormance, shareholder experience and internal pay data (ie CEQ
pay ratio and gender pay). The policy is considered to have operated
as intended during 2019 in respect of performance and quantum,
noting the negative discretion apptied to the 2019 annual bonus
payocut detailed.

Pay decisions for 2020

Base salaries

Jon Lewis’ base salary is fixed at £725,000 and will be reviewed again
in 2021. Following a review of the pay strategy for the wider workforce
the cammittee agreed that there would be no change in the base
salary for Palrick Butcher for 2020 and it will remain at £430,000.

Annual bonus

The committee has reviewed the annual bonus plan and taken

on board teedback recsived from shareholders lollowing the 2019
AGM. The proportion of the 2020 annual bonus based on strategic
or personal measures will be reduced from one-third (as operated for
2019) to 25% of the annual bonus. This is a further reduction from the
40% operated in 2018. To reflect shareholder feedback, this element
of the banus will be based purely on strategic KPIs rather than the
blend of strategic and persanal objectives currently operated. The
annual bonus financial measures and weightings for 2020 will be
similar to those operated in 2019:

2019 bonus (%)

23% adjusted PBT

22% free cash flow

22% organic revenue growth
33% strategic/persanal

N\
O

2020 bonus {%}

25% adjusted PBT

25% free cash flow

25% organic revenue growth
25% strategic

'@
7

While the annual bonus targets for 2020 are currently considered

1o be commercially sensitive, full disclosure of the targets and
performance against them will be provided in next year’s annual
report on remuneration. No changes will be made to the maximum
bonus quantum {200% and 175% of salary maximum for the CEQ and
CFO respectively), on-target bonus potential (50% of maximurn) or bonus
deferral (50% of any bonus Is delerred into shares for three years).

Any bonus payouis will be conditional upon Capita achieving a free
cash MMow underpin target, Additionally, if warranted by the circumstances
at the time, the committee may consider exercising its discretion

in relation to bonus payouts.



Perlormance measures for 2020 LTIP

Having considered Capita’s progress in respect of the transformation
plan and feedback received from shareholders, we are proposing a
revised matrix of LTIP performance measures for 2020. These closely
reflect our strategic aims as detailed above and increase shareholder
alignment. The 2019 LTIP measures and the proposed 2020 LTIP
measures are illustrated below:

2019 LTIP (%)
25% EBIT margin
25% free cash flow
25% organic revenue growth
12.5% customer
12.5% employee

G N -

2020 LTIP (%)

50% relative TSR

25% adjusted EPS

25% responsible business
starecand

O Ny -

The propased metrics for 2020 are as follows:

* Relative total shareholder return (TSR) 50% ~ following shareholder
feedback and the importance of aligning executives with our
shareholders, the committee feels that a share price-related
performance rmetric is appropriate. Relative TSR is considered
to be the most relevant metric here, As such, tor 50% of the 2020
LYIP awards, 26% of this part will vest for median TSR increasing
pro-rata to 100% of this part for upper quartile performance as
measured against the constituents of the FTSE 250 {excluding
investment trusts).

- Adjusted earnings per share (EPS} 25% — the inclusion of an EPS
measure is considered a more complete measure of performance
than EBIT margin and free cash flow and wili suppon a drive to
delivering sustainable growth. The committee is stillin the process
of agreeing the precise EPS target range. Full details of the targets
will be set out in the RNS announcement issued immediately after
the LTIP award is granted.

+ Aesponsible business scorecard 25% — consistent with the 2019
LY1P award, the committee will continue to measure client (10% of
the 2020 LTIP award} and employee engagement (10% of the 2020
LTIP award). An additional metric relating to how Capita ensures
adherence to fair business terms with suppliers (5% of the 2020
LTiP award) will be introduced, These three metrics are considered
important elements of our responsible business strategy which aims
to ensure a better-quality business by creating better outcomes for
ali stakeholders.

No part of this award may vest unless the committee is satisfied that
the level of vesting Is consistent with the Company's underlying
financial and operational performance. Additionally, if warranted by
the circumstances at the time, the committee may consider exercising
its discretion to override formulaic cutcomes in relation to the vesting
of the award.

No changes will be made to the maximum LTIP grant guantum (300%
and 200% of salary maximum for the CEO and CFO respectively),
although the committee will consider the prevailing share price at the
time of grant in respect to the aciual number of shares awarded, and
the two-year post-vesting holding period will continue to be required.

Dirgctors' remunaration raport

Corporate

governance

Target setting

The committee will adopt a more rigorous approach to target setting,
performance assessment and disclosure. This will include: ensuring
target sefting supports the assessment of & range of performance
outcomes; the introduction of an annual process for reviewing the
underlying assumptions and assessing the Jevel of challenge within
our incentive plan targets; and the committee will assess progress
towards the targets and undertake a thorough review of annual and
three-year performance for the relevant incentive awards, which
ncludes a quality of earnings review. Separately, the commitiee wilt
review the overall construct of the remuneration package to ensure
potential pay oulcomes are reasonable and appropriate against
different performance scenarios.

Shareholder views

During 2013, the committee held a reund table event with major
shareholders to obtain their views on the proposed changes to the
new remuneration policy being put to shareholder approval at the
2020 AGM and the proposed performance measures for the 2020
annual bonus and the LTIP award. This was followed by a letter
containing our draft propesals which was sent to our 20 largest
sharehclders and the main investor representative bodies. Meetings
were offered and were held with the majority of those contacted, and
shareholders were generally very supportive of the changes being
proposed tar 2020. Consistent with good practice, the cansultation
exercise was concluded with a wrap up letter which set out the
committee’s final proposals and summarised the main areas of
feedback Capita received.

Wa received a wide range of feedback which prompted the committes
to make two changes Yo the proposals in respect of the implementation
of the policy for 2020:

« To continue to focus on organic revenue as a metric lor the annual
bonus in 2020 rather than switch to an order intake measure. After
considering shareholder views on the importance of organic revenue
to the transfarmation strategy, the committee decided to refain

the metric and upweight it slightly from 2019. Further details on the
pertormance metrics for the annual bonus in 2020 can be found

on page 89.

To proceed with three responsible business scorecards metrics
{employee, client and supplier} for 25% of the 2020 LTIP award rather
than the four equally weighted metrics {(employee, client, supplier

and society) originaily proposed. There was overall support from
shareholders consulted for 25% of the LTiP award to be measured
against responsible business scorecard measures. However, there
was a preferenca for the employee and client metrics to have a
greater weighting than the supplier and society metrics. The society
measure is deemed relevant but it was agreed not to include it

within the incentive arrangements at this stage of our transforrmation.
As such, this has been reflected in the measures and weightings

for the 2020 LTIP as detailed above.

The committee is grateful for the contribution and level of support
received from shareholders during the consultation period.

Employee engagement

In 2019, Jon L ewis regularly communicated with all employees,
including an our 2018 financial results directing them to the 2018
Annual Report inclusive of the directars’ remuneration report.
Emplayees are able to submit any questions on the Company
including in relation to pay and benefits online and during live
employee briefings.

Twe employee directors were appointed to the Board in 2019 and as
part of their training and induction they met with the committee Chair
and members. During this period the Board received regular updates
and discussed various matters relating to remuneration, with the
employee directors having full access to all papers presented to the
committee. To allow the employee directors to settle into their roles
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a decision was taken to not appoint them as members of the
Remuneration Committee during 2019. One emplayee director will
be appointed to the committee in 2020 with the intention te ensure
a worklorce perspective with respect to remuneration is voiced to
the very top of the organisation.

Conchuding thoughts

As Capita continues to execute its strategy, the committee is satisfied
that the remuneration policy, taking inte account the proposed
changes, wlll ensure that the management team is appropriately
targeted and incentivised. The committee will continue to consult
widely with shareholders to respond to their expectations ot
remuneration polficy and reporting, and welcomes all input.

| hope you find this report to be clear and helpful in understanding our
rernuneration practices and that you wiil be supportive of this year's
binding vote to approve the remuneration policy and of the advisory
vote 1o approve the annual report on remuneration.

Finally, | would like 0 thank our shareholders for their ongoing suppert.

Georgina Harvey

Chair

Remuneration Commiltes
4 March 2020

Remuneration policy

This part of the remuneration report sets out the revised remuneration
policy {the policy) and has been prepared in accordance with The
Large and Madium-sized Companies and Groups {Accounts and
Reporis) Regulations 2008 (as amended). The policy has been
developed in line with the principles ot the UK Corporate Governance
Code {the Code} and the views of our major shareholders. The policy
will be put to a binding sharehalder vote at the 2020 AGM and, subject
to shareholder approval, will 1ake formal effect from the conclusion of
the AGM. The information provided in this section of the remuneration
report is not subject to audit.

Changes to the current policy

This revised policy is broadly consistert with the existing policy that
was approved by shareholders at the 2017 AGM albeit it has been
updated. (i} after considering sharehalder feedback tollowing the 2019
AGM; (il) for the input from shareholders from extensive consultation;
and {jii) for developments in corporate governance. The main changes
10 the policy are detailed in the annual staternent on pages 79-B0.

Responsibilitles and activities of the
Remuneration Committee

The committee is responsibie far determining and agreeing with the
Board the remuneration policy for the executive directors, Executive
Committee members and the Group Company Secretary, including
setting the ovar-arching principles, parameters and governance
framework and determining each remuneration package. In addition,
the committee reviews workforce remuneration and retated policies
and the alignment of incentives and rewards with culture. The
committee also sets the Chairman's fee,

As part of the palicy review process, the committee sought the views
of the executive directors on changes to the existing policy. However,
they participated in an advisory role and were not involved in the
decision-making process.
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In setting the remuneration policy for the executive directors,
Executive Committee members and the Group Company Secretary,
the committea ensures that the arrangements are In the best interest
of both the Group and its shareholders, by taking into account the
following general principles:

+ To ensure total remuneration packages are simple and fair in
design so that they are valued by participants.

+ To ensure that total remuneration strongly reflects performance.

- To balance performance-related pay between the achievement
of financial performance ohjectives and delivering sustainable
performance; creating a clear connection between performance
and reward and providing a focus on sustained improvements
in profitability and returns.

» To provide a significant propertion of performance-linked pay
in shares allowing senior management to build a significant
shareholding in the business and, therefore, aligning management
with shareholders' interests and the Group's performance, without
encouraging excessive risk taking.

Consideration of shareholder views

The Company is committed to maintaining good communications with
shareholders. The committee congiders the AGM to be an opportunity
to meet and communicate with investors, giving shareholders the
opportunity to raise any issues or concerns they may have. In addition,
the committee seeks to engage directly with major shareholders and
the main represantative bodies should any matetial changes be
proposed to the policy.

As detailed in the annual statement the committee held a roundtable
event with major shareholders and consulted with shareholders on the
proposed remuneration policy. Feedback received trom this has been
considerad when drafting the new policy and is also reflected in the
implementation of the policy.

Consideration of our people

When determining executive director remuneration policy and practices,
the committee reviews workforce remuneration and related polices
and the alignment of incentives and rewards with culture.

LTIP awards are granted across the senior managerment population
in order to encourage a high level of employee share ownership.
While vesting of regular LTIF awards made 10 executive directars

is always subject to performance conditions, awards to other senior
management may, where appropriate (such as to assist in retention
of key talent), be subject only to continued employment. Another key
difference in the policy for executive directors is that remuneration
is more heavily weighted towards long-term variable pay than other
employees. This ensures that there is a clear link between the
value created for shareho!ders and the remuneration received

by the executive directors. An employee director will attend the
committee meetings as a member in 2020, with the intention to
ensure a workforce perspective is haard at the very top of the
organisalion with respect to remuneration.



Summary remuneration policy table
The following table sets out the key aspects of the policy.

Base salary
Purpase and link {0 strategy

Operation

Maximum cpportunity

Corporate

govarnance

Performance tramework

To attract and retain talent
by ensuring base salaries
are sufficiently competitive.

Normally reviewed annually in
December, with any changes
usually effective in January.
The committee may award
salary increases at other times -
of the year if it considers itto
be appropriate.

The reviaw takes into account:

- Salaries in similar companies
and comparably-sized
companies

« Econcmic climate

» Market conditions

- Group performance

+ The role and responsibility
of the individual director

- Employee remuneration
across the broader workforce,

There is no prescribed maximum
monetary annual increase

to base salaries. Any annual
increase in salaries is at the
discretion of the committee,
taking into account the factors
stated in this table and the
following principles:

+ Salaries would typicallybe . .
increased at a rate consistent
with the average salary
increase {in percentage
of salary terms) for the
broader workforce

« Larger increases may
be considered appropriate
in certain circumstances
{including, but not limited to,
a change in an individual's
responsibilities or in the scale
of their role or in the size
and complexity of the Group}

- Larger increases may also
be considered appropriate
it a Director has been initially
appointed to the Board at
a lower than typical salary.

tndividual and business
performance are considerations
in setting base salaries.

Benefits

Purpoge and link io sirategy

Operation

Maximum opportunity

Parformance iramawork

Designed to be consistent with
benefits avallable to employees
in the Group.

Benefits include car allowance,
private medical insurance and
travel. Executive directors can
also participate in all-employee
share plans.

The committee has discretion to
add additional benefits which are
not currently provided, such as
relocation expenses.

Benefit provision varies between
ditferent executive directors.
While there is no maximum leve!
set by the committee, benefits
provision will be set at a level the
committee considers appropriate
and be based on individual
circumstances.

Participation in the Company's
HMRC-appraoved all-employee
share plan will be limited by the
rmaximum level prescribed

by HMRC.

Not performance-related.

Pension

Purpose and lHink 10 stralegy

Qperation

Maximum opporiunity

Performance framewark

Cansistent with benefits available
to employees in the Group.

Pension contributions are
paid into the Group's detined
contribution scheme and/or
as a cash allowance.

5% of salary in line with the
wider workforce.

Not performance-related.

Diractors’ remunsration report
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Annual bonus and deferred annual bonus (ODAB) plan

Purpose and link 1o strategy

Operation

Maximum opportunily

Performance framework

Performance measures are
selected to focus executives on
delivery of the Group business
plan for the financial year.

The bonus scheme is reviewed
annually to ensure that bonus
opportunity and performance
measures continue to support the
business plan. Strelching targets
ara set at the start of each financial
year. Performance against targets
is reviewed following completion
of the final accounts for the period
under review.

50% of any bonus earned is
delivered in shares deterred for
three years, with the remainder
delivered in cash, Executive
directors have the discretion to
defer 100% of any bonus eamed
into shares.

An additional payment may be
made at the time of vesting in
respect of dividends that would
hawve accrued on deferred shares
during the deferral period.

Malus and clawback provisions
apply to all annual bonus and
deferred bonus share awards
for a period of up to three years
after the determination of the
annual bonus.

200% of salary (CEO)
and 175% of salary
{CFO).

Executive directors’ perforrnance is measured
over a one-year period relative to challenging
targets for selected measures of Group
tinancial, strategic or individual performance.

The majority of the banus will be determined

by measure(s) of Group financial performance.

A sliding scale is set for each Group financial
measure: up to 25% of the bonus will be paid
at threshold pertormance, 50% of the bonus
will be paid at target performance, increasing
to 100% tor maximum performance.

The committee has discretion to override
formulaic outcomes when determining the
level of bonus pay-out.

Long-term incentive ptan (LTIP)

Purpose and iInk to strategy

Qperation

Maximum opportunity

Pertormance framework

Designed to reward and retain
executives over the longer term
while aligning their interests with
those of shareholders.

Yo link reward to key lenger-term
business targets.

To encourage share ownership.

LTIP awards are usually granted
in the form of nil cost options.

Award levels for each award are
set by the commitiee at a level
appropriate, in the committee’s
opinion, with the individual's
parformance and experience.

Vesting is dependent on the
achievement of performance
conditions usually measured
over a three-year period.

Shares resuiting from vesting of
awards grantad during or after
2019 rust be retained for a
further two years after vesting.

An additional payment may be
made at the time of vesting in
respect of dividends that would
have accrued on LTIP awards
during the vesting period.

Malus and clawback provisions
apply to all LTIP awards for a
period up to the fifth anniversary
of grant.

Shares under award
with a market value
{as determined by
the committee):
300% of salary
{CEQ) and 200%

af salary {CFQ).

FPerformance is measured relative to selected
measures of Group financial or share price
perfarmance, with the precise measures and
weighting of the measures determined by

the committee ahead of each award. Group
financial measures may include TSR, EPS,
revenug growth ar any other financial measure
the committee deems appropriate at the time
of the award. Strategic measures will be set
and assessed through responsible business
scorecards metrics which may include client,
employee, supplier or any other strategic
measure the committee deems appropriate.

Performance targets are reviewed annually
by the committee and are set appropriate to
the economic and political outlook and risk
factors prevailing at the time, ensuring that
such targeta remain challenging in the
circurnstances, while remaining realistic enough
to mativate and incentivise managerment,

25% of the awards vest at a threshold vesting
paint, rising to 100% vesting at a maximum
vesting point.

The committee has discretion to overrde
formulaic outcomes when determining the
level of vesting of LTIP awards.
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Maximum opporiunity Partormance fremewark

To align interests of
management and shareholders
and promote a long-term
approach to performance

and risk management,

Shareholding guidelines reguire
executive directors to reach
a specified shareholding.

Executive directors are required
to retain 100% of any deferred
bonus or LTIP shares acquired
on vesting (net of tax} until the
guideline level Is achieved. The
guidelings include shares held
beneficially and also shares
within the DAB that have baan
deferred over the three-year
period. Any shares in the DAB
used for this are calculated
net-of-tax. Share awards that
are still subject to performance
conditions are not included.

Post cessation guidelines will
apply following the 2020 AGM.
In determining the relevant
number of shares to be retained
post cessation, shares acquired
from own purchases, any buyout
awards and deferred annual
bonus/LTIP awards granted
prior to the 2020 AGM will

not be counted.

In employment: Not performance-related.

300% ot satary (CEQ)
and 200% of salary
{CFO).

Post cessation:

100% of the relevant
guideline between
cessation and the
first anniversary of
cessation, 50% of
the relevant guideline
between the first and
second anniversary
af cessation (or
100%/50%
respeclively of the
actual shareholding
it the guideline has
not been met at
cessation).

Non-executive director (NED) fees

Purpose and llnk to strategy

Qperatlon

Maximum opportunily Performance framework

Market competitive fees are set to
attract and retain non-executive
directors with required skiils,
experience and knowledge so
that the Board can effectively
carry out its responsibilities.

Reviewed periodically by

the Board. Fee levels set by
reference to market rales, taking
into account the individual's
experience, responsibilities, time
commitment and pay decisions
for the broader workiorce.

NED fees comprise paymant

. of an annual basic fee and

additional fees for further
Board responsibilities such as:

- Senior independent director

= Audit and Risk Committae chair

+ Remuneration Committee chair

= The Chairman of the Board
recelves an all-inclusive fee.

No NED participates in the
Group's incentive arrangements
or pension plan or receives any
other benefits other than where
travel to the Company's registered
office is recognised as a taxable
benefit in which case a NED may
receive grossed-up costs of travel
as a benefit.

As for the executive
directors, there

is no prascribed
maximum moneatary
annual increase.

Not performance-related.

An aggregate sum
under the Company's
articles of association
{currently £1,000,000
per annum} or such
larger amount

as the Company

may by ordinary
resolution decide.

Diractors' ramunaration report
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Remuneration (£'060)

Minimum Target Maximum Maximum with Minimum Target Meodmum Maximum with
£790k £2,603k £4,415k share price growth £472k £1,278k £2,084k share prica growth
£5,503% £2,614k
CEOQ CFO

M Fixed pay W Annual bonus aLTIP 1 Share price growth
Fxad pay indudas the basa salary, benofits and pension (je the fixed slements af remunasation).
The scenarios in the above graphs are based on the following:

Minimum On-targed Maximum Maximum with share price incraasa
Base salaries as at 1 January 2020 {unchanged from 2319)
Value of benefits as detailed in the single figure table for 2019

Fixed pay 5% of salary pension
Annual bohus
CEO max: 200% of salary
CFQ max: 175% of salary —% 50% of max 100% of max 100% ol max
LTIP
CEO max: 300% of salary 100% of max with a 50% share price
CFQ max: 200% of salary —% 50% of max 100% of max growth assurmption on LTIP awards®

1. Il hes been assurned that the parformance conditions altached to tha 2020 LTt have been met in full over & three-yeas perfermance period and the Company share price has appreciated
by 50% sinces grant.

inthese charts, daferred sharas are presented within the bonus and dividend equivalerts have been excluded.
The package quanturn is considared to be apprapriate in light of tha skills and experience of the managemeryt team, and the size and complexity

of Capita. Shareholders will note that the majority of the CEQ and CFQO's packages are performance-linked; the committee will ensure potential
pay outcomes are reasonable and appropriately aligned with the shareholder experience.

Malus and clawback

Malus and clawback provisions apply to all incentive awards granted
0 executive directars. These provisions permit the committee to
raduce tha size of awards or to recover bonus awards for up to three
years after the datermination of the annual bonus and up to the filth
anniversary of the grant of LTIP awards. The potentiat circumstances
in which malus or clawback provisions can be applied include:

» material misstatement of a Group company’s financiat results

+ a participant deliberately misleads relevant parties regarding
financial performance

+ serious misconduct or conduct which causes significant financial loss

« overpayments due to material abnarmat write-ofts of an
exceptional basis

* an error was made, or inaccurate or misleading information was
used to determine the value of an award

* serious reputational damage
 materiat failure of risk management
+ corporate failure or the occurrence an insolvency event.

Directors' remunaration raport

Directors’ recruitment and promotions

The committee considers the need to attract, retain and motivate the
best person for each paosition, while at the same time ensuring a close
alignment between the interests of shareholders and management.

It a naw executive director was appointed, the committee would seek
to align their remuneraticn package with other executive directors in line
with the policy table. However, flexibility is retained to offer additional
remurteration on appointmant outside the policy if the committee
believa it may be appropriale to make ‘buyout’ awards or payments in
respect of remuneration arrangements and contractual terms forfeited
on leaving a previous employer. The committee wollld look to replicate
the arrangements being forfeited as closely as possible and in doing
s, would take account of relevant factors including the nature of the
remuneration and contractual terms, performance conditions and the
time over which they would have vested or been paid.

The committee would seek to structure awards on recruitment to be
in lina with the Company's remuneration framework so far as practical
but, if necessary, the committee may also grant such awards outside
of that framework as permitted under Listing Rule 9.4.2. i appropriate,
a new appointee’s incentives in their year of joining may be subject to
ditferent targets to other executive directors. The commitiee may also
agree that the Company will meet certain refocation and incidental
expenses (within an agreed time limit) as it considers appropriate.
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The maximum level of variable remuneration which may be granted
(excluding awards to compensate for remuneration arrangements
and contractual terms forleited on leaving the previous employer}

to new executive directors for the year of recruitment shall be limited
to 500% of salary {the maximum limit allowed within the policy table).

The initial notice period for a service contract may be up to 24 months,
which is longer than the policy of a 12-month notice periad, provided
it reduces to 12 months within a short space of time.

For an internal appointment or an appaintment following the
Company'’s acquisition of or metger with another company, any
incentive amount awarded in respect of a prior role may be allowed

to vest on its original terms,or adjusted as relevant to the appointment.
Any ather ongoing remuneration obligations or terms and conditions
existing priot to appointmert may continue.

The committee retains discretion to make appropriate remuneration
decisions outside the standard policy to meet the individual
circumstances of recruitment when:

+ an interim appointment is made to fill an executive director role
on a short-term basis

+ exceptional circumstances require that the chairman or
a non-executive director takes on an executive function on
a short-term basis.

In the event of the appointment of a new non-executive director,
remuneration arrangements will normally be in line with the structure
sel out in the policy table for non-executive directors. However, the
committee (or the Board as appropriate) may include any elament listed
in the policy table or any other element which the committee considers
is appropriate given the particular circumstances excluding any variable
alements, with due regard to the best interests of shareholders.

Directors’ service agreements and payments
for loss of office

The committee regularly reviews the contractual terms of the service
agreemant to ensure these reflect best practice.

The service contracts for executive directors are for an indefinite
periad and provide for a 12-month notice period. They do not include
provisions for predetermined compensation on termination that
exceed 12-months’ salary, pension and benefits. The Company

can maxe a series of phased payments which are paid In monthly
instalments, subject to mitigation. This mechanism allows for the
amount of any phased payments to be reduced by the income from
any alternative position secured by the former director during the
phased payments period.

There are no arrangements in place between the Company and its
directors that pravide for compensation for loss of office following a
takeover bid. All directors are appointed for an indelinite period but
are subject to annual re-election at the AGM.

In circurnstances of termination on notice, the committee will
determine an equitable compensation package, having regard ta the
particular circumstances of the case. The committee reserves the
right o make payments in connection with a director’s cessation of
oftice or employment where the payments are made in good faith in
discharge of an existing legal obligation (or by way of damages for
breach of such an obligation) or by way of a carmpromise or settlement
of any clairm arising in connection with the cessation of a director’s
office or employment. Any such payments may include, but are not
limited to, paying any fees for outplacement assistance and/or the
director's legat andjor protessional advice fees in connection with his
cessation of office or employment. The committee has discretion to
require notice 1o be worked or to make payment in lieu of notice or to
place the director on garden leave for the notice period. Any payment
in lieu of notice will be reduced for any period of time worked post
notice being given or received.
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The annual bonus may be payable in respect of the periad of the
bonus plan year worked by the director; there is no provision for
an amount in lieu of bonus to be payabie for any part of the notice
period not worked.

On cessation, executive directors’ share plan entitlements will
be determined in accordance with the rules of the relevant plan.

Unvested deferred share awards will normally [apse on the earlier of
natice being given/received and cessation. However, the committee
has discretion to allow awards to instead continue to vest in full on the
normal vesting date (or earlier at the discretion of the committee).

Under the LTIP, unvested awards will normally lapse on the earlier of
natice being given/received and cessation. However, the commitiee
has discretion to allow awards to instead continue to vest on the
narmal vesting date {or earlier at the discretion of the committes)

to the extent performance conditions attached to the relevant awards
are satistied at vesting. In such cases awards will, ather than in
exceptlonal circumstances, be scaled back on a time pro-rated basis.

in the event of a change of control, all unvested LTIP awards would
(unless rolled over) vest, to the extent that any performance conditions
attached to the relevant awards have been achieved, scaled back
pro-rata for the proporfion of the performance period elapsed to the
change of control (each unless the committee determines otherwise).
Unvested defarrad share awards would vest in the event of a changa
of eantrol {unless rolled over).

Shares held within the Share Ownership Plan will be removed from
the Pian and dealt with in accordance with the scheme rules and
HMRC guidelines.

Non-executive directors’ terms of engagement

Non-executive directors are appointed by letter of appointment for
an initial periad of three years. Each appointment is terminabile by
three manths' notice on either side. At the end of the initiat period,
the appointment may be renewed by mutual consent, subject to
annual re-election at the AGM.

Non-executive employee directors’ terms of engagement

Naon-gxecutive employee directors are appointed by letter of
appointment for an initial period of two to three years. Each
appointment is terminable by one manths' written notice on either
side. At the end of the initial period, the appointment may be renewad
by mutual consent, subject to annual re-election at the AGM.

The service agreements and non-exacutive directors’ letters of
appointment are available lor inspection during normal business
hours at the Company's reglstered office, and avaiiable for
inspection at the AGM.

Annual report on remuneration

This part of the remuneration report has been prepared in accordance
with The Large and Medium-sized Companies and Groups (Accounts
and Reports) Regulations 2008 (as amended) and paragraphs 9.8.6R
and 9.8.8 of the Listing Rules. The annual report on rernuneration wilt
be put 10 an advisery shareholder vote at the 2020 AGM. The
information on pages 86—97 has been audited as indicatad,

External advice received

Deloitte LLP was appointed by the Hemuneration Committee during
2012 to provide advice on executive remuneration matters. During the
year, the committee received independent and objective advice from
Deloitte primarily on market practice, disclosure within the accounts
and stakeholder liaison. Deloitte was paid £47,400 in fees during 2019
for these services (charged on a time plus expenses basis). In addition,
other practices of Deloitte, separate from the executive remuneration
practice, have provided services to the Group in respect of tax, advice
to internal audit and other ad hoc advisory projects during the year.



In addition, the committee commissioned FIT Remuneration
Consultants LLP to provide advice in respect of the policy review
and shareholder consultation exercise. FIT was paid £29,823

in fees during 2019 for these services, charged on a time plus
expenses basis.

Both Delsitte and FIT are founding members of the Remuneration
Consultants Group and as such, both operate voluntanly under the
code of conduct in relation ta executive remuneration consulting in the
UK. The fees were cansidered appropriate for the work undertaken.
The committee considers Deloitte’s and FIT's advice on remuneration
to be independent and objective, and neither have any connection
with the Company or individual directors.

The commitiee also consulted with Jon Lewis, Patrick Butcher,

the Chief People Otficer and the Group Reward Direclor to provide
further information to the commitiee on the performance and
proposed remuneration for the executive directars and other
senior Management, but not in refation to their own remuneration.

The work of the Remuneration Committee is detailed in the annual
statement on pages 7882,

Carporate

governance

Shareholder voting at the AGM

The 2018 directors’ remuneration report will be presented to
shareholders at the annual general meeting in May 2020. At

the AGM in 2019, the actual voling in respect of the ordinary
resolution 10 approve the remuneration report for the year ended

31 December 2018 and the vota on the 2017 policy is set out bejow.

Following the AGM, the Board and Remuneration Committee carried
out a review of the feedback received from sharehalders. The main
concerns centred around the payments for loss of office, the annual
bonus (metrics, weightings and 2018 award levels), and long-term
incentive provision (performance maeirics). An update was published
an the Company website within six months of the AGM.

Given that the current remuneration policy reaches the end of its
three-years in 2020, the committee has carried out a review of the
policy and its implementation as detailed on pages 82—88. This review
has taken into consideration the feedback received in respect of the
2019 AGM and incorporated developments in governance

and good practice more generally.

Votes Voles cast
cast*for' ‘aominst Abstantions®
Aemuneration report: for the year ended 31 December 2018 789m 297m 289m
T2.7% 27.3% -
Remuneration policy: voted on in June 2017 503.9m 60.8m 0.09m
89.2% 10.8% -

1. Avote abstained is not A vate in Jaw and is not counted in tha calculation ol tha propartion of votes 'lor and ‘agains!’ a resolution,

Statement of implementation of the remuneration policy for 2024

A summary of how the committee intends to operate the remuneration policy lor 2020 is detailed below. The aperation of the policy will not be
dependent an shareholder appraval of the proposed policy detalled on pages 83-86, unless otherwise stated.

Componant Jon Lawis Patrick Butchar Periormance largets
Base salary £725,000 £430,000 =
Pension allowance (% of salary) 5% 5% -
Adjusted PBT (25%), free cash flow (25%),
Annual bonus max? (% of salary) 200% 175% organic revenue grawth (25%), strategic (25%)
Relative TSR (50%), adjusted EPS (25%).
LTIP? (% of salary) 300% 200% responsible business scorecard (25%)

1. Base salarias will ba reviewed for both Jon Lewis and Patrick Buicher in 2021,
2. Subject 1o a lree ¢ash Aow undarpin tor 2020.

3. Awards will vest subjecl 10 assessment by the comimittea of the underlying financial and oparalional parformance of Capits over tha three-year period to 31 December 2022

Annual bonus for 2020

The CEQ's maximum banus opportunity for 2020 will be 200% of base salary and the CFO’s maximum bonus opportunity tor 2020 will be
175% of base satary, with 50% of any bonus deferred into shares for three years.

As axplained in the Remuneration Committee Chair's statement, the executive director bonus plan for 2020 continues to align with the
transformation plan, with a combination of financial and non-financial objectives that support the delivery of the Group's strategy. Accordingly,
the following welghtings and measures have been agreed by the committee. Note thal the weighling on non-financial measures has been
reduced ftom 33% in 2018 to 25% in 2020, and the weighting on financial measures has been increased accordingly from 67% to 75%.

welghting

Jan Lewls Patrick Butcher

Group financial performance measures' {Adjusted PBT, free cash flow, organic revenue) 75% 75%
25% 25%

Group strategic KPIs

1. Equally waighted at 25%.

‘The committee may consider exercising discretion to override formulaic outcomes on annual bonus payouts.

No payment would be made if Capita falled 1o achieve a free cash flow target for 2020.

Details of the Group strategic KPIs and the targets for the Group financial performance measures are considered commercially sensitive
by the Board and so will be disclosed retrospectively in the 2020 remuneration repart.

Any bonus payments will be subject fo malus and clawback provisions as outlined in the directors’ remuneration poticy.

Cirectors’ remunsration report
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Long-term incentive to be granted in 2020

Awards wili be granted over shares worth 300% of salary to Jon Lewis and worth 200% of safary to Patrick Bulcher. Awards will vest subject 1o (i)
assessment by the committee of the underlying financial and operational performance of Capita over the three-year period 1o 31 December 2022
(the underpin}, and (i) subject to satisfaction of the underpin, relative TSR, adjusted EPS and responsible business scorecard over the same
three-year period to 31 December 2022.

Performance measures, weighting and targets for the 2020 LTIP award, and the performance underpin, are as follows:

Performance
Pertormance underpin a ghting Threshoid Target Stretch
(25% vasts) (50% vests) (100% veuts)
Pro-rating vesting between Upper quartile TSR
Median TSH perfarmance median and upper quartile performance vs the
vs the constituents of the performance o a straight constituents af the
FTSE 250 (excluding’ line basis between FTSE 250 (excluding
Aglative TSA 0% ir W trusts) 25% and 100%. investnent trusts)
The EPS targets, which will be disclosed in detail in the RNS at the timea of grant, will siraddle prevailing
analysts' foracasts and a maximum payout under this part of the award will require above-expectation
Assessment of the earnings performance. While the targets will be based on adjusted EPS, the committee will:
underlying financial - commission a quality of earnings report 10 better understand the underlying earnings performance; and
and operational ‘ + take a step back and review the ultimate vesting leve] against the EPS targets (and the total vesting
performance of level more generally when all the LTIP targets have been assessed) in line with good practice to ensure
Capita over the Adjusted EPS 25%  that any payouts are commensuralte with the shareholder experience aver the vesting periad.
performance period Qg cponeible business scorecard:
Client 10% 3 point swing in NPS 6 point swing in NPS 9 point swing in NPS
Employee 10% 3 point swing In NPS § point swing in NPS 9 point swing in NPS
Suppliers
adherence to
prampt
payiment code 5% maintain current excesd current

A straight 1ine wasting ocours batwaen Lhese points,

Pariormance ranges have bean set with to &nd Ristoric perlormanca deta where availeble and targel’ is designad 10 be stretching bat achievable.

As statad in he notes to tha policy tabla, the retaing di ion 1o Maks adj requirad in canain circumstences including varying the performance canditions i
circumstances occur which causa it o determina that the onginal conaitans nave ceased to be appraptale, provided al wiy such valatiun w walven is Taih, viasonable and not materisily
less ditficult 1o satisty than the original ition (4 its apinion). 1f the fttee ware to meke an adjustment of this sart, a tul) explanation would ba provided In tha next remunaration repan.
The itt@e also has a a ian 1 i In tine with tha Code.

Any vasted LTIP awards will be subject 1o malus and K pravisions as outlinad in the dicectors' remuneralion policy.

‘The net number of shares received on vesting of LTIP awards will ba subject [o an additional two-year holding period aktar the initial three-year vasting period.
Fees for the Chairman, non-executive directors and employee directors

A summary of the fees for 2020 are as follows:

Annual fee from
1 January 2020

Sir lan Powell, Chairman' £325,000
Gillian Sheldon, Senior Independent Director £75,000
Matthew Lester, Audit and Risk Committee Chair £75,000
Georgina Harvey, Remuneration Committee Chair £75,000
John Cresswell £64,500
Andrew Williams £64,500
Baroness Lucy Neville-Roife £64,500
Lyndsay Browne? £64,500
Joseph Murphy? £64,500

1. The Cha¥man's lee was reviswed in 2019 and the fee remains unchanged.
2. Subject 1o sharehoider approval of the new remuneration policy.
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Directors’ remuneration earned in 2019 — single-figure tabie (audited)
The table below summarises directors' remuneration received in 2019.

Single figure remuneration

Pension LTip
Base satary or pension Annuaf (buy-aut Tatal
and fees Benefits aflowance hanus? Lne award) remuneration
Sir lan Powell 2019 325,000 28 = - - — 325,028
2018 325,000 347 - - - = 325,347
Jon Lewis! 2019 725,000 28,428 36,250 - - - 789,678
2018 725,000 24,808 36,250 1,228,150 - - 2,014,209
Patrick Butcher? 2019 430,000 19,556 21,500 - - 305,383 776,419
! 2018 - - = - - - -
Gillian Sheldon 2019 75,000 - - - - - 75,000
2018 75,000 153 - - - C- 75,153
Matthew Lester 2019 75,000 - - - — - 75,000
2018 64,500 770 - - - — 65,270
Georgina Harvey* 2019 18,750 - - — - - 18,750
2018 - - - = - - -
John Cresswell® 2019 72,375 - - - - - . 72375
2018 64,500 229 - - - - 64,729
Andrew Willlams 2019 64,500 - et - - - 64,500
2018 64,500 154 - - - — 64,654
Baroness Lucy Neville-Rotfe 2019 64,500 251 - — - — 64,751
] 2018 64,500 13 - - - - 64,513
Lyndsay Browne® 2019 32,250 - - - - — 32,250
) 2018 - - = — - - -
Joseph Murphy? 2019 32,250 — - - - - 32,250
2018 - - - — - - -

. JonLewis Is alsp @ non-exacytive director of Equinor ASA and recaived and ratained a fee of NOK 554,795 lor he perfod 1 Decembar 2018 — 31 November 2018. The committea

acknowladges this role can broaden his exparience and knowledge 1o Capita's benefl.

2. Patrick Butcher commenced employmant with Capita on 10 Dgcomber 2018 and became an sxecutive director on 1 Jantary 2019; dingly, his 2018 has nat been included in
the singig figure 1abte lor 2018 as paytents during this pariad wara nat in respect of an agreemaent io perform qualilying sarvice, On 11 Decamber 2018, Patrick Butcher recalvad a buyout
award Of 288,078, the value of this award has baen caleulated using the grent price of £1.08. Furthar details can ba lound on page 94.

3. 50% of Jon Lewis and Patick Butcher's bonuses would hava been defarred into shareg undar tha deferrad ennual bonus plan, had downward discration not been appied and a benus

been Awarded,

-

4, Georglna Harvey was inted F tion Committea Chsir on 1 Qctobar 2019,
5. John Cr tappod down as Rem Committae Chalr on 30 Seplember 2019, but remains a non-executive directar of the Board.
8. Lyndsay Browne and Josaph Murphy were appointed 1o tha Board a3 employes diractors gn 1 July 2019. In addition Lo Ihair fee as a non-execulive ! director both ived

eamings from Group as an amployee amounting to £44,897 and £34,245 respectivaly for the period 1 July 2018 — 31 Dacernber 2019. As part of their participation in the Capita Share
Cwinarship Schema Lyndsay Browne received 60 maiching sharas (€88.83) and Jeseph Murphy receivad BB malching shares (£81.73). The valup of the matehing ahares is the sum of
the cost of purchase over the period 1 July 2019 — 39 December 2018.

Benelits intlude all taxable banefils as defined by paragraph 13(1) of Schedute 8 to the acoounts regulations. This includes private medical Insurance, company car allowance, work travel,
mecommodation and tha value of matching awards under the UK ail-smpioyes schema.

No director waived any fees or selary fer 2019.

Annuzl bonus for 2019 (audited)

The maximum annual bonus opportunity for 2019 was 200% of salary for Jon Lewis and 175% of salary for Patrick Butcher. The annual bonus
that could be paid to executive directors in respect of 2019 performance was determined by a combination of Group financial performance
alongside an adjusted PBT threshold target underpin and executive directors’ personal contributions. 50% of the bonus was payable for
achieving target performance, with 100% payable for achieving the maximum target. 25% of bonus was payable for achieving the threshold
target. Details of performance against the financial and personal/strategic targets are set out belaw.

Financial targets (67 % of the bonus)

Achlavement

Financlal  Threshold target Qn-target Maximurm agalnst financlal

petfarmance peorformance pertormance performance Actusl performance

welghting {25%) (50%%) £100%}) pertarmance weighting
Adjusted' PBT (excludes business exits) 23% £265m £280m £305m £275.0m 9.7%
Adjusted® free cash flow 22% E£{40)m £0m £40m £{61.3)m —%
Adjusted’ revenue (external only) 22% £3,576m £3,682m £3,868m £3,647.4m 9.2%
Financial metrics bonus payout 18.9%

1. Refer to glternative performance measures on pages 187-188.
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Personal/strategic targets (33% of the bonus)

Achievement against the strategic and persohal objectives represented 33% of the total annual bonus opportunity applicable to each of the

executive directors. The objectives were focused on delivery of the three stratagic elements of the transformation: simplify, strengthen and succeed.

Jen Lewis

Qbjectives Assesamant

» Dalivering the core transformation + Delivered significant change as part of transformation, with cost savings of £105m
workstreams to plan resulting in improved . year to year.

cost competitiveness to deliver improved
financial performance and enhanced ability
to win new business.

+ Built one of the UK's largest centres of autormnation excellence.
* Rolled out a new operating modal,

= Demonstrating how our business creates
better outcomes for aur enviranment, aur
communities, cur people, our suppliers
and our clients.

+ A 5.9% reduction in carbon footprint from 2018,
« 23,890 young people supported with employability skills and £2.8m of
community investment.
« Commitment 10 pay all directly employed staff the real living wage by 1 April 2020.
+ 97% of Capita's reported supplier payments were made within 60 days in FY18in
line with the prompt payment code.

« Deliver growth.

« Investment has been made in foundations that will drive long-term growth, including
investing in client management, saies process and the consulting organisation to create
long term growth opportunities.

= However, new contract wins and key renewals have been offset by decline in volumes
and slower than anticipated progress in overall return to growth.

Patrick Butcher
Objectivas

Assegament

- Strengthen the balance sheet and clarify
capital allocation policy.

+ The revolving credit facility was successtully renewed and extended in December 2019,
which together with £150rn of additional borrewing tacilities provides the necessary
liquidity for the Group.

» Plans to refinance maturing debt in 2020 are well advanced.

+ Drive an improvement in the ehte:prise
wide risk management systems and culture
across Capita.

+ Good progress made in developing the risk management framework.
Reviewed the principal risks to align them more closely with the Group strategy.

+ Dnve cultural, process and systems change
across the finance function through the
Smarter Faster Finance programme.

| he planned go-live of an upgrade 10 our financial systems was deferred to enable
us to assess the impact of potential future changes in the business operating mode!.
Continued investment in shared service centres and offsharing and in making
improvements to the Group's existing reporting systems, processes and controls.

+ Deliver growth,

Investment has been made in foundations that will drive long-term growth, including
investing in client management, sales process and the consuiting arganisation to create
long term growth oppartunities.

« However, new contract wins and key renewals have been offset by decline in volumes
and siower than anticipated progress in overall return te growth.

Summary of total 2019 bonus awards

Jon Lewis Patrick Butcher
% of max % of salary % of rnax % ©f salary
Total financial 18.9 25 18.9 22
Personal/strategic 16.2 36 131 23
Total (%} 371 74 a2 56
Total bonus (£) 536,500 240,800
Total bonus (£) post remuneration committee discretion - -

Committee discretion.

Notwithstanding that the financial and personal/strategic targets were parlially met, the committee exercised downward discretion to reduce
the bonus awards for Jon Lewis and Patrick Butcher to nil. This decision was made alter a review of the quality of earnings for 2019 and after

consideration of the shareholder experience during the year.
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Long-term incentive awards in 2019 (audited)

Number (£) Face
¢t shares value of Parcentage
Name of dlrectar awarded LTIP award' of salary*
Jon Lewis 1,782,786 2,175,000 300%
Patrick Butcher 704,918 860,000 200%

1. Tha dats of tha grant was 21 March 2019. It was praviously disciosed that the commiltae would taka the higher of the closing price on the day immediataly prior 10 ther award,or the
post-rights issue price o £1,22, howaver, due to a closed period the gran! was not mads the day after anncuncerments (15 Merch 2019) as orlginally illended. Tharsfore, the committee
deemed it appropriata 1o assass the close price pracading the ariginal intended grant date of £1.19 againsi the post-rights issue price of £1. 22 Tha cammittee agreed tha theoratical
ex-1ights price of £1.22 caiculated on 10 May 2018 be used 1o determing the number of shares.

2. Percentage cakcuialed using bass salary at date of award {(Jon Lewis — £725,000; Patrick Butcher — £430,000.

LTIP awards are granted as nil-cost options and awarded as a percentage of salary, Awards will vest three years from the date of grant subject
to {i) assessment by the Remuneration Commitiee of the underlying financial and operational performance of Capita over the three-year period
to 31 December 2021 (the underpin), and (i) subject to satisfaction of the underpin, free cash flow, EBIT margin, organic revenue growth,

client satisfaction and employee engagement performance over the same three-year period to 31 December 2021, 25% of LTIP awards vest
for achieving threshold performance. Performance targets for the 2(N3 award were set following consultation with major shareholders. Full
details of the performance conditions relating to these awards are outlined on page 95.

Directors' interests and shareholding guidelines {audited)

In line with the remuneration policy approved in 2017, executive directors are expected 1o hald 200% (300% tor the Chief Executive Officer) of
salary in shares in the Company. The guldelines include shares held beneficially and also shares within tha DAB that have been deferred over
the three-year period. Any shares in the DAB used for this are calculated net-of-tax. Share awards that are subject io performance conditions are
notincluded. Post cessation shareholding guidelines proposed in the new remuneration policy for 2020 will require executive directors to retain
100% of the relevant guideline {or the actual shareholding if lower at cessation) until the first anniversary of the date of cessation. This will reduce
10 50% of the guideline between the first and second anniversary of the date of cessation.

Interests in interestain
ehare option share option
Interests Interestn h h
In share inshare In ghare in share whera where
Ingentive Incentive incentlve incantive  performance/  performance’ Percentage
achemas, schamaes, schemes, schemea, vesting vesting of
awarded awarded swarded awarded condltions conditions  shareholding
B B ¥ withaut subject to subject to have been have been targat
held held performance pertormance performance performance met but not mat but not requirement
1 at I ts at ditl at conditf at at gy ut {sed ot ised at at
no b 31 D ;) np np b 3t b b np 3 Dacember 31 December 31 Docember
Director 2mg 2018 2019 2018 2019 2018 2019 2018 201%
Sir lan Powell 30,000 30,000 = - - - - - -
Jonathan Lewis 403,655 402,030 516,029 - 3,755,562 1,972776 - - 50%
Patrick Butchar? 121,243 - 187,167 288,078 704,918 - 100,911 - 51%
Gillian Sheldon 12,500 12,500 - - - - ] - - -
Matthew Lester 21,745 21,745 = - - - - - -
Georgina Harvey — - - - —- - - - -
John Cresswell 20,500 10,500 — - - - - - -
Andrew Williams 100,000 100,000 - -~ — - - - - -
Baroness Lucy Neville-
Rolfe 13,842 13,842 - - ) - - - - -
Lyndsay Browne 1,447 - - - - - - - -
Joseph Murphy 2,218 - - - - - - - -

1. Beneficially held interasts inchades thase hetd by connacted parsons.

2. Patrick Butcher's interests in share incentive schernes without any perforrnanca conditions celate Lo his buy-out award he raceived in 2018, Further delaiis can be found on page 84.
Between the end of the financial year and 2 March 2020, Jon Lewis, Lyndsay Browne and Joseph Murphy acquired 218 shares, 221 shares
and 146 shares respectively under the Capita Share Qwnarship Pian, increasing their beneficial interes! in ordinary shares of the Company
to 403,873, 1,668 and 2,364 respectively. Although Capita does not have a formal policy on hedging shares, executive and non-executive
directors attest annually they have not pledged any shares held in the Company. '
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Share plans (audited)

Deferred annual bonus (DAB) plan
Deterred award ~ this is the deferred element of an individual's bonus. Any delerral is made on a gross basis inte deferred shares or as a net restricted
share award. The deferred shares are held for a period of three years from the date of award. This part is not subject to performance conditions.

Unvested DAB deferred/restricted awards at 31 December 2019

Number of shares
Name of director 2019 award’ Tolal
Jon Lewis 516,0292 516,029
Patrick Butcher nia n/a
1. Jon Lewis and Patrick Butcher jgined Capiaon 1 Or 2017 and 10 D: 2018 ively, , ware nat eligible for bonusas in 2017 and 2018 {in respest of 2016 and

2037 performance). Patrick Butcher also was nat elicibke for a bomus in 2019 (in respect of 2018 pariormanca).
2 The value of the 2019 deferred Bward awarded on 21 March 2019 was included in the annual bonus valize in the 2018 single-Bgure table. Tha closa shere price on 14 March 2019 of £1.19
was used io datarmine the number of shares

Long-term incentive plan (2017 LTIP)
At the annual general meeting in 2017, the LTIP was approved by sharehclders. Under the plan rules the commmee can award up to three
times salary.

The vesting of awards will depend on performance measured over a three-year period.

Unvested LTIP awards at 31 December 2019
Number of aharee

Nama of director 2013 pward' 2015 award Tolal
Jon Lewis 1,972,776 1,782,786 3,755,562
Paltrick Butcher nia 704,818 704,918

1. LTIP figures for 2018 have been adjusted to reflact the eHect of tha rights issue.
The performance criteria set for the 2017 LTIP as detailed on page 94 have not been met and the award will not vest and will lapse in full.

tUnvested LTIP (buyout) remuneration awards at 31 December 2019

MNumber of shares
Name of Disector 2018 award
Patrick Butcher ’ 187,167

Patrick Butcher was granted a buy-out award as part of his remuneration package on appaintment which will vest in two tranches, subject to
continued employment. Tranche 1 vested in full on 15 November 2049; 100,911 shares were made available to him to exercise. Tranche 2 will
vest on 15 November 2021, subject to continued employment.

Performance criterla

2017

Perlormance underpin Parformance measure Perlormance condition

Assessment of the EPS — 75% of the award is measured on EPS growth EPS growth: 3%-8% per annum

underlying financial Vesting percentage: 18.75%—75% of award

and operational Straight-line vesting occurs between these points.
performance of ROGE - 25% of the award is measured on average ROCE  Average ROCE: 11%—15%

Capita over the Vesting percentage: 6.25%—25% ol award
performance period. Straight-line vesting occurs between these points.
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2018
Threshotd Target Stretch
Performance underpin Performance messure Welghting {25% vests) {50% vests) {100% vealn)
Assessment of the Annualised cost 20% £160m £175m £205m
underlying finangial savings
and operational Free cash flow 20% £180m £200m £240m
f;"'”?t"“i“‘:‘ih of EBIT margin 20% 9% 10% 12%
:rgoz:a:;e eeriod Customer 20% & point pasitive 8 point positive 12 paint positive
P e * salistaction swing in NPS swing in NPS swing in NPS
Employee 20% 6 point positive 8 point positive 12 point positive
engagement swing in NPS swing in NPS swing in NPS
2013
Threshold Target Stretch
Perfermance u pin . Part maasure Welghting §25% vasts) {50% vosta) (100% veats)
Assessment of the Free cash flow’ 25% £190m £210m £250m
underlying financial  EBIT margin' 25% 9% 10% 12%
and operational Organic revenue 25% £3,900m £3,950m £4,050m
performance of rowth! .
Capita over the g .
erformance period Customer 12.5% 6 point positive 8 paint positive 12 point positive
P " satistaction swing in NPS swing in NPS swing in NPS
Employee 12.5% 6 point positive 8 point positive 12 point positive
engagement swing in NPS swing In NPS swing in NPS

t. Forthe nancial year 201,

A straight-iine vesting occurs betwean these poims.

Satisfaction of options

When satisfying awards made under its share plans, the Company uses newly issued, treasury or purchased shares as appropriate.

Diution

All awards are made under plans that incorporate the averall dilution limit of 16% in 10 years. The estimated dilution from existing awards,
including executive and all-employee share awards, was approximately 2.21% of the Company's share capital at 31 December 2019,

Executive directors’ service agreements

Detaits of the service agreements are set out below:

Executiva Directors Data of joining the Company Notice perlod
Jon Lewis 1 December 2017 12 months
Patrick Butcher 10 December 2018 12 months

Non-executive directors’ terms of engagement

In 2019, all non-executive directors were considered independent of the Company.

Expliry date of current appointment
31 December 2022

31 August 2020

28 February 2023

30 September 2022

16 Novamber 2021

31 Dacember 2020

5 December 2020

Date of jolning the Board
1 September 2016

1 September 2012

1 March 2017

1 October 2019

17 November 2015

1 January 2015

8 December 2017

Non-executive directors

Sir lan Powell

Gillian Sheldon

Matthew Lester

Georgina Harvey

John Cresswell

Andrew Willlams

Baroness Lugy Nevilla-Rolfe
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Employee non-executive directors’ terms of engagement

Employes non-&xecutiva directors Data of jaining the Board Explry date of current appalntmant'
Lyndsay Browne 1 July 2019 30 June 2022
Joseph Murphy 1 July 219 30 June 2021

1. The terms of engagement lor the employse aon-execuliva directors is such that the Board can commence its search for & new employee director avery 18 months, with en existing
employes direetor remaining on the Board to assist the transition pariod for the new appoiniment.

Payments to former directors (audited)

No payments {other than regular pension benefits commenced in previous years, medical insurance caver and legacy share plan maturities
which were reported in previcus years) were made during the year ended 31 December 2019 to any past director of the Company.

The 2017 LTIP |apsed in full for Nick Greatorex, Vic Gysin and Chris Seliers,

Paymenta for loss of office (audited)

No payrnents were made in respeci of loss af office ta directors during the year ended 31 December 2019,
Percentage change in remuneration levels

The table below shows change in base compensation, benelits and annual bonus for the CEO in the 2019 financial year, compared
to the average for all employees:

CEQ* All smployees

AL Decembdar 2019 € % change 2019 v 2018 % change 2019 v 2012

Base compensation 725,000 - 4.29%
Benefits 28,428 14.6% 19.39%
Bonus - {100.0)% 41.8%

1 CEQ figuras rgpresant tnosa disclosed in the single kgure table on paga 81,
This all-employee information is based on UK employees only, as it was felt that using overseas payrall data would distort the information.

CEOQ pay ratlo
The table below compares the 2019 single total figure of remuneration for the CEQ with the Group's employees paid at the 25th percentile (lower
quartile), S0th percentite {median) and 75th percentile (upper quartite) of its UK employee population. As outlined on page 91, the CEO's 2019
single figure contains no bonus or LTIP values.
Year Method 251n percentlle pay ratlo Medlan pay ratlo 75th percentlle pay ratlo
2019 Option B 41:1 25:1 14:1

The remuneration figures for the employee at each quarlile were determined with reference to 31 December 2019.

Due to the camplexity of Capita's corporate and workfarce structure, Option B was used o caiculate these figures. The committee believes

that this approach provides a fair representation of the CEO-to-employee pay ratios and is appropriate in comparison to alternative methods,
balancing the need for statistical accuracy with internal operational constraints. Under this option, the latest available gender pay gap data

(l.e. from April 2019) was used to identify the best equivalent for three Group UK employees whose hourly rates of pay are at the 25th, 50th and
75th percentiles for the Group. A fulltime equivalent total pay and benefits figure for the 2019 financial year was then calculated for each of those
employees. This was also sense chacked against a sample of employees with hourly pay rates either side of the identified individuals to ensure
that the identified employees refiect the best equivalents for each quartile. The pay ratios outlined above were then calculated as the ratio

of the CEQ's single figure to the total pay and benefits of each of these employees.

Each employee's total pay and benelits were calculated on a full-time and full-year equivalent basis using the single figure methodology, with

the exception of the annual bonus where the amount paid during the year was used (i.e. in respect of the 2018 financial year) as 2019 employee
boruses had not yet been determined st the time this report was produced. No adjustments were made 1o the total pay and benefits figures
{other than the approximate up-rating of pay elements where appropriate to achieve full-time and full-year equivalent values) and no components
of pay have heen omitted.

25th percentlle {p25) Madlan (p50) T4th parcentiie {p75)
Salary £18,887 £29,493 £53,846
Total pay and benefits £19,147 £31,708 £57,049

The committee considers that the median CEQ pay ratio is representative of the UK employae base. Capita is commitied to offering its employees
a competitive remuneration package. Base salaries for employees, including our executive directors, are determined with reference to a range ot
factors including market practice, experience and performance in role. Due to the nature of his rale, the CEQ's remuneration package has higher
weighting on performance-related pay (including the annual bonus and LTIP) compared to the majority of the workforce. This mearis the pay
ratios are likely to fluctuate depending on the outcomes of incentive plans in each year. The committee also recognises that, due to the nature of
the company's business and the flexibility permitted within the regulations for identifying and calculating the total pay and benefits for employees,
the ratios reported above may not be comparable to those reported by other companies.
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Gender pay gap reporting

Information on the Company’s gender pay gap is detalled on page 34 of the strategic report.

Relative Importance of the spend on pay

The lable below shows the spend on employee costs in the 2019 financial year, compared to dividends:

2019 2018 %
Em £m change
Employee costs 1,919.9 1,993 (3.7)

Dividends - — -

Performance gréph and CEO pay

The following chart compares the value of an investment of £100 in the Company's shares with an invesiment of the same amount in the FTSE
All-Share Index and the FTSE 350 Support Services Index, assumning that all dividend income is reinvested. The FTSE 350 Support Services

- has been chosen as the appropriale comparater as Capita is a constituent of this index.
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The total remuneration tigures for the CEO during the 2019 financial year are shown in the table below. Consistent with the calculation methodology
for the single figure for total remuneration, the total remuneration figure includes the tolal annual bonus award based on that year's performance
and the LTIP award based on the three-year perfarmance period ending in the relevant year. The annual benus payout and LTIP award vesting
level as a percentage of the maximumm oppartunity are alse shown for this year.

Long-term

Incentive

Annual bonus vesting rates

CEQ - single payout sgalinst againat

tigure of total maxmum maxtmum

Yaar remuneration opportunity oppartunily
2019 £789,678 —Yo Yo
2018 £2,014,209 85% %
2m7 £741,376 ~%% —%
216 £682,058 Yo —%
2015 £2,520,428 50% 71.4%
2014 £2,556,998 100% 67.2%
2013 i £2.326,250 75% 54.5%
202 12,038,233 100% 47.8%
2011 £1,833,308 —% 56.0%
2010 £1,399,675 100% 88.6%

Note: tha vesting rates for the longtarm incentives are everaged between tha LTIP and the DAB vesting rates for 20102013 and 2015, For 2014, this is the actual vesting for tha LTIP a$ there
i8 no DAE maturity in 2014.

Nota: figuras for 20102013 are based on remuneration tor Pau) Pindar, Figures for 2014-2016 are basad on famuneration for Andy Parker. Figures for 2017 are based on remuneration paid
10 Angy Parker as CEQ until 15 September 2017, 1o Nick Greatorex as inlerim CEQ from 18 Saptambar 2017 to 30 Novembar 2017, and lo Jon Leawis as CEQ from 1 Dacember 2G17.

Approval of the directors’ remuneration report
The directors' remuneration report was approved by the Board on 4 March 2020.

Georgina Harvey

Chair

Remuneration Cammittee
4 March 2020
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Financlal Independent
statements auditor’s report

nencent
Jtors rer

to the members of Capita plc

1. Our epinion is unmodilied Wae were first appointed as auditor by the Direclors on 18
" . ) August 2013. The period of total uninterrupted engagemeant is
Wa have audited the financial statements of Capita pk {the for the 10 financial years ended 31 Decembar 2019, Wa have

Company”) for the year ended 31 December 2019 which
comprise the consolidated income statement. consatidated
swetemeant of comprehensive income, consolidated balance
sheet, consolidaied statemmeant of changes in equity.

futfilled our athical asponsibilities undsr, and we remain
indepandent af the Group in accordance with, UK ethical
requirements including the FRC Ethicat Standard as applied to
fisted public interest entities. No non-audit services prohibited

consolidated cash flow staternent, company balance sheet, by that standard were provided.
company statement of changes in equity, and the relatad
notes, including the accounting policies in sections t to 6 to Ovarview
the Group linancial statements and section 7 to the Parent
Company financial statements, I\!Iamﬁnlirr. Group  EBm (2018: £8m}
- ) financidl SIAEMENTS 3 gog (2018; 3.8%) of normakised Group
In Qe opinion: as & whole arofit before tax
— the financial slatements give a true and fair view of the Caversge 4% {2018 82%) of totat Group revenue

state of the Group's and of the Parent Company’s tfairs
85 a1 31 December 2019 and of tha Group's foss for the
year then ended;

83% (2018; 84%) of lotal profits and
loszas befara wax

86% (2018: 84%) of (otal Group assels

— the Group financial statements have been properly
prepared in accordance with International
Financial Reporting Standards as adapted by the Eurgpean

sks ol material

Union; vs 2018
— the Parent Company financial statements have been Recurring risks for  Going concern 4>
property prepared in aceordance with UK accounting the Group — P — P
standards, including FRS 101 Reduced Disclosure pe
Framework; and Impairment of inlangible assels A
" . . and goodwill
-~ tha financial statements have been prapared in
accordance with tha requirements of the Companies Act hems excluded from adjusted  <»
2008 and, as ragards the Group financial statemants, profit
Asticle 4 of the [AS Requlation, Capitalisation and oty 4t
Basis for opinion of contract fulfilment assers
We conducied our audit in scoordance with International Eg;::::s and contingant hld

Standards on Auditing (UK} [“ISAs {UKE™) and applicable law. Our
responsibilitios are descrbed below. Wa beliave that the audit Pensions cbligations A
ewidence wa have coiained is a sufficient and approgpriate basis

tar our opinion. Our audit opinion is consistent with cur fepon 1o ::::’"’k for the ; . ;:::xs bifty - nfe
the Audit & Risk Cornmittes. id 9
Recurring risks for  Aecoverability of Parant ap
the Parent Company’s investment in, and
Company 8 ts due from, its

subsidiaries
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Financial

stalements

2. Key audit matters: our assessment of risks of matetial misstatement

Key audit matters are those malters that, in our protessional judgment. wers of most significance in the audit of the financial stalements and inciude
the most significant assessed risks of matenal misstaizment {whether or not duse to fraud) identified by us. including thase which had the greatest
elect on: the oversll audit strategy; the allocation of resources in the dudit; and dirgcting the etforts of the engagement team. We summarise below,
the kay audit matters, in decreasing oroer of audit significance, in arriving at our audit opinion above together with our key audi procedures 1o
address those matters and our findings from those procedures in order that the Company’s members as a body may better understand (he process
by which we arrived at our audit opinion. These malters were sddressed, and our findings are based on procedures undertaken in the context of, and
solety for the purpose of our audit of the financial statements as a whole, and in farming our opimian thereon, and consequently are incidental to that
opinion, and we do not provide a separate opincn on these Matters.

Going concern  Subjective estimate
Refer 10 section  The financial statamenis explain how the Board has formed a judgement thai it is appropriate to adopl the going concern basis of

1 and 1he praparation for the Group and Parent Company. That judgerment is based on an evaluation of the inherent risks 10 the Group's
viability and Company's business model and how those risks might aflect the Group™s and Company’s financial rasources or ability to
statement on continue operations, taking into sccount all available information sbout the future, which covers a penod of at least a year from
page 45 for the  the date of approval of the finencial statemnants but is not limited 1o that period.

Board’s The nsks most likely to adversely aflect the Group™s ang Company’s available financial resourcas in the future relate to conunued
assessmant of execution risk associated with the Group’s ransfomation pHan. Thesa include, but ara not limited te, tho following:

the —  An inabulity to achieve the growth targets in tha Group's business plan;

g?:‘nh:pg:i\:;\ess —  Further increases in attrition of conlracts and/or conlinuing reduclion in new contract wins;

concem basis of An inablity to achiave the forecast cost savings and achieve cost competitivenass;

preparation and  —  An inability to deliver the improvements anticipsied in the working capital probie agross the Group: and

the Group™s — A significant unexpected downiusn in parformance in one of the grouo’s businasses.

longer-term There are also less predictable but raalistic second ordar impacts, such as the impact of Brexit on custamer o suppifer

viability. confidence, and the impact of UX Govarnment policy on the letting of outsourcing contracts.

Reter to the In tha evant that one of more of the above risks were 10 matersialise the Board's assassment of the Group’s abdity to centinus as

Audit and Risk a going concern would involve significani judgment with respect to the ability to comply with debl covenants and mainiain

Committea liguidity in the future.

raport (pages 68 The risk for pur audit was whether of not those risks were such that they amounted 1o 3 material unceriainty that may have cast

78l significant doubt about the ability to confinue 85 a going concern Had thay baen such, then that fact would have been required
to have been disclased.
Disclosure quality .
As this judgment involves a cansideration of future events there is a risk that the judgment is inappropriate and consideratian i
not given to ali risks and available mitigations. Clear and full disclosure of the facts and the Directors’ judgmeni applied for the
use of tha going concern assumption, is 3 kay financial statemants disclosure 10 allow readers o understand fully the key risks
and uncertainties, the most recant histeical axperiencas and assumgptions underpinning the ranstormation plan, and the
facilities that the Board has secured and has planned that are available to provide the necessary liquidity headroom over the
faracast period.

Qur response
tegrity of ke cash fiow projections and considesed the appropriatenass of key assurnptions used in

focus on tha ravenua growth assumptions and cost reduction plans. Wa evaluated thase via anquines
rs and Finance Directors, and other Executives including the Chist Executive Officer and Chigt Financial

Our sector experience:; We tested the
preparing those projections, with a spec
with each of tha divisional Exacutive Offic
Officar.

We assessed the projections and assumptions by reference 1o our knowledge ol the business and ganeral market conditions and assessad the
poteniat risk of managemant bias We considerad the risks factors 28 sel out by the Board in tha Principal Risks section of Ui annual report and
accourts, and whera relevant ensured that these featu/ed in the projections prepared 1o suppon the base case and the risks applied.

Test of detail: We usad our modelkng specialists 10 test the integrity of the financia! modet used by tha Board to 2ssess the base case prjections
and the various scenarios.

Historical forecasting: Wa assessed’ the abifity of the Group to sccurately forecast by comparing historical results to forecasts for key metrics. We
assessed the most recant years” performance against budgst, including sales growth and cost reductions, and chaliengad thase assumptions
within the forecasts to 31 December 2022 basad on histerical performance.

Funding assessment: We reviewed the agreements for tha Revolving Cradit facility {RCF) and the backstop loan agreed in February 2020, 1o
understand the terms including covenant compliance and o understand any testriciions in the use of funds. We ensured tha key factars featurad in
tha financial models used for the purpose of assessing the future forecasis. We re-parformed calculations, for 30 June 2020-2022 and 31
Decermber 2020-2022, propared 1o test expecied compliance with the key financial covenant tests to test mathematical acouracy.

Wa considered the adjustments mada in the adjusied EBITDA for the covenant calculations, cansidenng the appropriateness compared to the foan
agraements and hisiorical atcepted practice with the current landers. [n addition, wa inspected the corraspondence between tha Company and the
private placement tenders that sel cut the proposed items 10 be exduded in tha adjusted EBITDA definition 2nd compared these against the items
included in the covenant calculztions.

Sensitivity analysis: We assessed the downside sansitivities 1o ensure that these reprasented savere but plausible scananos basad on our
knowledge of the business, the associated risk exposure and we considared tha most recent trading results to form & holistic view of the Group.
Wa assessad those risks that had materialised and challenged whether the risks applied reflected progress 1o date in delivering the transformation
pragramme, We assessed the future sales growih assumptions based on the aclual growth rates achiaved in the mast recent years (2018 and
2019). We assessed a'l other risk assumptions to ensufe that they rellected a more lkely than not chance of occurring under the downside
scenarios. YWe also assessed the mitigating actions, to identity whether these were reasonabls and within the direct contrel of the Company

We considered management’s assessment of the potential impacts of Brexit and LK Governmant policy more genarally en the Group, 2nd in
particular the Government Services division, along with their plans o mitigate thase nisks.

Assessing transparency; We assessed the completenaess and accuracy of the metters covered in the going concern disclosure, 1o confirm
whather they sufficiently axplain the judgements made by the Directors in assessing whether the going concern basis of preparation is appropriate.

Our findings: We found the use of the going concern basis of preparation without ary material uncenainty for the group and parent company to be
accepiable {2018- acceptable]. Wea found ihe going concem disclosure to be proportianale (2018: disclosure finding: praportionate),
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e and A
profit Profassione! stendards requite us 1o make & rebutiable presumption that the fraud Rsk from sevenye is & significent tisk.

recognition i

Raler to sections The incentve/prassures on management to achieve bonus targets and/er market consansus increase the risk of fraudutent
revenue and profit recognition.

21 and 22 and 1o i

the Audit and Risk Subjective estimate

Committes 1ep0rt  There 1s g nsk thal revenue may be racegnised even though L is not probable {Le.. not more lixely than not) tas consideration

{pages 68-76). will be collected, which could ba dua 1o uncertainties over contractual terms and ongoing ABgOLatons with Customars.
For long-tarm contracts, the contractual ariangements can be complex with regard 10 variable cansiggration and servics
performanca measuras. This ¢an involve significant judgmenis that may impact the recognition of revenue and contract profits
incluting, among others, thosa over:

— The interpretation of contract terms concerning future obligations;

— The allocation of revenue 10 performanca abligations;

— The assessment of whather the contract performance obligations satisfy the requiraments to apply tha serigs guidancs,
— The consideration of onerous contract conditions and associated loss provisions; and

—  Wherie changes in the scope of work are agreed, the assessment of whather the new services are distinet or not.

In situations where cusiomers 1@rminata a contract, the tarminalion may triggar the racognition of defarred incoma associated
wirh outsianding pertormance obiigations witich will no longer be recognised in tuture periods. Judgment is required to
determine the effective date of the termination, and particularly whera services are being handed back o over 10 anothar
provider

The execulion risk associated with successful transformation on an outsourcing contract requires judgment to ba applied
concRIning £osts 1o compietd and tha avesail astmation of prafit over the litetime of the ¢ontract. There is 3 risk thet such
maiters ara not fully identified resulting in increasad profits baing recognised or the lack of consideration of contract

loss provisions,

Tha effect of these matters is that, as part of our risk assessmant, we determined that revenue recognised from long-term
contracts has 8 high degrea of estimation uncertainty, with a potential range of reasonable outcomes greater than pur
matariality for the financial statemens as a whale, and possibly many times that amount.

Disclosure quality

There 15 a risk that the disclosures presented are not sufficient to explain revenue recognition accounting policies and the kay
judgments applied.

Our respanse

Tests of detail: We obwined and inspected a sampfa of the contractual agraements 1o understand the coalract tevrns and conditions that unidarpin
the revenue and the profit recognition assumptions and ta identify condiions under which variable revenue can arise. For the major contragts within
ur scope, where relevant we also assessed the accounting papers prepared by the company that set out the key judgments to apply.

Where contract negotiations are ongoing n relauon to variable considaration we discussed the current status vath those invalved in the
negotiaiions and by reference 10 the associated signed contract of variations amendrngnt.

Wha considerad the assumptions within thes business plans and lifetime assessmenis, chacking that onerous gontracts had been recognised
appropriately, pacticudarty on contracts that have had a poor parformance in the currant year and those contracts that are tn a pre-inflaction phase
of transformasion.

In determining whether cnarous contract provisions shouid be tecordad, wa assessed contract profitability forecasts by analysing historic
performance relative 10 contractual commitments over its full eerm. This included critically assessing the assumplions over futura casts including
projected savings and the actions required 1o achieve these by comparison (o historical cost savings achieved on similar projects. Qur assessment
considered the levels of uncertainty contained in the forecasts. the extent Lo which Company actions alone could mitigata risks and any
dependencies on the customer of other third parues. This assessment covered a sampie of contracts including thoss identified by the Board as
baing high risk, and comprising the major contracts in a pre-inflaciion phase.

Whare significant variable consideration had been recognised, wa abtained and inspected the contractual agreements to understand the coniract
terms and corditions that underpin the revenue recognition assumptions

in situations where there has been a tarmination of partial termination, we assessed the contract terms inciuding any correspondance from the
fustomer, Lo challengs the sffective data of the termination. We also chaliengad the judgments applied as to whether, in the case of a partial
ermination, any deferred income should e recogrised immediately or spread forward by assessing the imer dependencies of the paricrmance
obligations, and the initizl contracival 1eems.

Whare relevant we also inspected torrespondince with customers of other SuppoMing docuMentation in ralation to tha variations or scops.

Wae challenged whether the judgments made by the Board are appropriate based on the undertying coniractuat terms and evidence obiained
Assessing transparency: We considerad the disclosures in the financial statements tg check that these were comprehenswve and provided
sufficiant detail of tha revenue and profit recognition policies and of the key judgments applied. This inciuded an assessment of whether sections
2.1 and 2.2 clearly sets out the impacts arising from the accounting palicies applied in relation to the long-term contracts provided by the Group.
Our findings: In determining the raatment of ravenue and prolit recogniuon the Group has epplied accounting policies based on the requitements
of IFRS15, In applying these policias there is room tor judgement and we tound that within that e Group's judgement was balanced (218
finding* balanced!.

We found the disclosures associatad with the IFRS15 policies 10 be ample (2018 disclosure finding: ampe).
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The risk

Impairment of Forecast based valuation

Intangible Assets Wi " . . ’ . e . L .
'e consider the carrying value of intangible assets and goodwill and the risk over potential impairment 10 be a significant 2udit

and Goodwill risk because of the inherant uncenaintly involved in torecasting and diseounting future cash flows, which are the basis of tha
The Group records  assessment of recoverability,
gﬁd;;‘g"' ” As pan of our risk assessmenl. we determined that the recoverable amount of goodwill and intangible assets has a high degree
2018 milion — of estimation uncertainty, with a poteatisl range of reasonable outcomes greater than gur materiality for the financial

- statemants 25 @ wholg, and possibly many times that amount. The financial statements (section 3.4) disclosg the sensitivity

£1,259.0 million)  estimalad by the Board.

and othar . .
intangible assets Disclosure quality

£354.2 millien There is a risk that the disclasures prasented are not sufficient 10 expdain the key assumptions that drive the valuations, and tha
(2018: key sansitivities that the Board has considered. This is particularty imponan given the ongoing transformation programme and

- the relevance of the assumad growth assumpiions 1o the sensitivities that are refevant when considering the carrying valus of
€328.7 millior) - intangible assets and goodwall.
s8¢ sections 3.4

ang 33. In addition there is a sk that the disclosures de not edequately explain the events and circurmnstances that led to the

As sa1 oul in the impairment charga recorded in 2019.

CFO's finance
review oN page
14, enimpairment
charge of £41.4m
was recorded in
relation to the
Network Services
cash generating
uni.

Reter 10 the Audit
and Risk
Comrittea r8post
on pages 68-76.

Our response

Comparing valuations: We compared the total amount of discounited cash flows 10 support the fair value less cost 1o sell (FVLCS) to the Group's
market capilalisation and assessed the rationale for tha differences from the prior year end. Wa also compared the FVLCS valuation at the year end
10 the markel capitalization,

Control operation: We tesied the principles and imegrity of the Group's discounted cash flow maodsl.

Tests of detail: We compared the cash Hows used in the impalrment moded e tha output of the Group’s budgeting process and against the
understanding wa obtainet aboyt the business areas through our audit, and assessed if these cash flows were roasonatis.

We assessad tha assumplicns applied 1o datarmine the FYILCS by comparisen with extemal market data regarding multiplas and selling costs.
Historical parison: We the historical accuracy of the forecasts used in the Group's impairmant mode! by considering actial
perfarmance against prior year budgets. We also assessed the forecast revenue growth with reference to tha most recent results for 2018 and
2019.

Banchmarking assumptions: We used exiarnal data and our own internal valuation speciaiists (o evaluate the key inputs and assumptions for
growth and discount ratas.

Sensitivity analysis: Wa performad sensitivity and break-even analyses for the key inputs and assumptions. and identified those cash-generating
UNits we considar most sensitiva 1o impairment.

Assessing transparency: We evaluated the adequacy of the disclasures related 1o the estimation uncestainty, judgments mads and agsumptions
ovar the racoverability of intangible asse1s and gootwill, in particular checking that the sensitivity disciosures provided sufticient detail. We alsa
assessad whather the disclosures adequately expiained the events and circumstances that led to the impairment charge in 2018,

Our findings: We found that the Group's cash flow forpcasts and discount rates, when considered togethar, were mildly optimistic {2018 finding:
mildly eptirmistic), raflecting the dependency on the success of the ransformation program.

We found the Group's disclosures to be proportionate (2018 disclasure finding' proportionate} in their dascription of the assumpilons and estimates
made by the group and the sensitivity of the valuation of goodwilt to changes in thase assumptions and estimates.

Indapendent auditor’s raport
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r bt

htams
from adjusted
profit

Section 2.4 that
deails items
excluded from
adjusted profit and
the Audit and Risk
Committae report
on pages 68-76.

-
<
p
-

The Group separately presents adjusied measures including operating profit and profit befors tax as a note to tha consolidated
income staternent and in section 2.4. In addition adjusted free cash dow measures are presented in section 2.10. The
Company's financial highlights and commaentary refers 10 “adjusied’ measures as wall as those derived on an adopted IFRS
basis The reasoning behind this presantation is st out in notes to the financial statements.

items 10 be excluded from adjusted pxofit ars aot dehnad by IFRSs sag therelore a policy decision is required by the Diractors
10 identify such items and to maintain the comparability of results with pravious years and in accordance with the Group's
accounting policy. As such there is a risk of management tuss. Failure to disclose clearly the nature and impact of items
exciudad from adjusted profit may distort the reade:’s view of the financial result in tha year.

In addition, the key covenants that are relevant for tha Company's comptiance with the tarms of the debt and loans are based
on EBITDA that is adjusted for items excluded from reportes profits. This inroduces a risk of managemant overrida and bias to
ansura compliance is achieved.

Disclosure quality

The disciosures need (o include sufficient axplanation of the items adjusted (0 ensure thesa are transparent and
understandable, and can be reconciled easity back to equivalent reported GAAP maaswres.

Assessing principles: We communicated our consideration on the classification of items exciuded fram adjusted profit to the Audit and Risk
Committee to inform the debate on the Boaid's assessmant of the policy decision 1o present adjusted profit measures.

We examined tha presentation of adjusted profit measures in the front hatf of the Annuat Report and Accaunts and consider this against applicable
guidelings {including the FRC publications an the presentation of atternative performance measures).

Assessing balance: We considerad whather thers are any items inchuded in the adjusted profit measures that it would be more appropriate to
exclude from these meesures and vice versa.

We also assessed whether 1hare was suHficient balance betwaen credit and debit iterns that are 50 Separately presented.

Wae tesied on a s5ample basns items recorded as adjustments 10 source documentation to assass the appropriateness of classification.

As part of this c

1, we d the consi y of application ot the Group's accoeunting policy for the classification of items excluded

frem edjusied profit year-oryear.
We raviewed the terms of tha debt and loan agresments 10 undarstand what items can be adjusted for the purpose of preparing the covenant
calculauons. We evaluated the items adjustied with a consideration to the factors above Lo ass&55 Mmanagement ovamde and bias.

y: We i whather the basis of the “adjusted’ financial information is clearly and acouratsly descrbed and consistently

epplied and that all al1emanve performance measures’, together with reconciliations to the adoptad IFRS position, are shown with sufficient
prominence in the annual reporn.

Our findings: The Board identified a number of individual items that had alfected profit for the vear {or prios yean that required appropriata
diselosure in the Annual Repan and Accounts 10 enabla sharaholders to assess the Group’s performance. This included items presanted within the
reportad measures, and those excluded o arrive at the “adjusteg’ measures. Tha Board concluded alsa that the impact of IFRS15 on the accountng
applied 10 new contract wins and contract tenminations for any particular year required explanation.

Wa found that proportionate disclosure of thesa items had baen orovided in the Annual Raport 2nd Accounts taken a5 a whole {2018 finding:. proportionate).

The risk

[
<
3

Foanitalisati

A

and
racoverabiiity of

IFRS15 requires that costs incurred on a conteact, or an anticipated contract that generate of enhance the resources of an enlity
ta deliver tha contract should be capitalised and amortised over the expecied contract life.
Subjective estimate

fuffilment assats
{'CFA’)

JFRS15 requires
the recognition of
contract tulfilment
assats when
certain criteria are
met {see section
2,13

Refer 10 sections

Judgment is required in applying 1he accounting policy 1o assess whather the costs incurred will enhance the future economic
benafiis 1o the Group. .

Whare a contract is nol performing as expected tha costs capitalised may not be recovarabla and an impairment of the asset
may nead to ba racorded.

Contract fulfilment assets are required to be amontised over the expected tife of the contract and this requires an estmate of
any likely contract axtensions,

Saction 2.1 sais out the sutsourcing maodel operated by the Group, and explains haw typically the earty stages of a contract
'pre-inftaction’) will reflect & pariod when the contract fulfilment assets are created as tha contract delivery is established.
Where coniracts are at the pre-infiection stage, there is greater risk as the CFA is being developed. This compares to contracts
ina '‘businass as usual’ stage where the risk is reduced as the CFA has been proven, is baing used 1o deliver the performance

21,23 ad 3,1_ 3. oblgations and amartised over the expected contract life.
and 1o the Audit  Thg eifect of these matiers is that, as part of our risk assessment, we determined that the recoverable amount of contract
and Risk assets has a high degree of estimation uncertainty, with a potentis! range of 1 ble oulcomas greater than our matariality
Committee 18Ot gy 11 financiat statements s 8 whol.
(8983.97335 Distlosure quality
Thera is 3 risk that the disclosures presanted are not sufficient to explain the capitalisation critena that are used fo assess
whether items of expense should be recorded as a contract asset.
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Our response

Tests of detail: We tesied on 3 sample basis the costs capitalised as contract tulfilment assets by reference to the criteria set out in the Group’s
accounting palicy. For sach of the costs sampled we obtained third party suppor, ot for internally genarated time, we cbtained the relavant costing
ratas and records, 10 support the basis of capitalkisation,

Sensitivity analysis: Where a contract has perfarmed below budget, we assassed whether there was uncertainty in regard 1o the recoverability of
the contract fulfilment asset through future contract profitability.

Tests of detail: We considered on a sample basis the useful economic lives appiied 10 1he contract fulfilment assets and assessed tha axpected
contract life by refarenca 1o the conuract terms or where appropriste any agreed extensions (o the original contraci.

Assessing transparency: Wa considered the disclosures in the financia! statements 10 assess that thase provided sufhicient detail of the criteria
used 1o assuss whether expense items should be recorded as a contiact asset

Our findings: We found that the assumptions and estimales used 10 assess the CFAs 10 be recognised, and 1o determine the estimated useful
livas, to be balanced {2018 finding; batanced).

We found that the Group's disclosures in section 3.1.3 1o be proportionate (2018 disclosure finding: proportionatsy. In particular section 2.1
highlights the CFAs that are at higher risk due to the stage of the contract.

ab T "

Pr and ve

Contingent S N . N . A ‘ - .

Liabilities Signiticant judgment is required to assess whether actual of patantial claims, litigation or fines arising from regul2iory ovarsight,
or from ongoing legal disputes, shoulkd be recognised as provisions within the financial statemenis or wairant disclosing as

Sen section 3.6 for conlingent liabititias.

detafs of the The detarmination ar estimation of amounts for these provisions is inherently judgmental by their nature and there is & risk

provisions totalling . o L A .
£41.2 million as at thai the estimata is incorrect and any provision is materially misstated. . .
31 Dacambsey The effact of these matters is that, as part of our risk assessment, we determined that provisions have a high degree of

2010 {2018: £4B.4  estimation unue lsinly, wilh a potantial range of reasonable ouicomes greatar than our materiality for the financial statemants

million} and section @5 a whole and possibly many timas that amount.

62fora Disctosure quality

discussion on the . . o ., L

contingent Where the impact of possibie and present obligations is not probable of not reliably measurable. and thus no provision is

liabilitias idengfig, @corded, failure to adequately disclose the nature of these citcumstances within tha financial statemeants may diston the
reader’s view as 10 the poential risks faced by the Group.

Also rafer to the

Audit and Risk

Committee report

on pages 88.76.

Our response
Personnel intervigws: We enquired of the Diractors and inspectad board minutes for actual and potentiat claims arising in the year based on any
external commuynications with the Group as notad in any Beard discussions, and assessed whether provisions are required for these daims. Our
anquiries are included as standard questions in all our meetings with those responsible for preparing tha financial statements including the divisional
Finance Directors, heads of functions at Group and corporate fevel, and the Exacutive Directors.

Tests of detail: We obtained an understanding and stajus of existing ¢laims and litigations via enquiries and examining any relavani
comraspandence, This inckaded anquiries of the Directers’ assassment regarding the likelihood of the existence of obligations, and the basis used to
M@asura any provisions;

We compatad the Directors' estimata of the risk and impact of these claims and litigations to third party evidence, where availatie;

In raspect of apen matters ol claims and liigations, where appropriate, we had discussions with, and for certain claims requestad formal
conlitmationg from, the Group's external lagal edvisors in respact of tha reasonableness of the estimated lability,

Wa reviewed the tegsl expenses incurred in the year to identify any material spend with external legal advisars that may indicate an ongoing claim,
and made @hquirias 1o ensure the completeness of all claims and litigation assessed by the Board.,

Assessing transparency: We evaluated the adaquacy of the Group's provisions and contingent liability disclosuras in the financial siatements in
accordance with accounting standards, and in particular the disclasure of 1he estimation uncartainty and the quantification of that uncenainty

whara appropriate.

Our findingsz: We found that the assumptions and eslimates ware mildly cautious (2018 finding: milgly cautiows) given the historic nature of many
of the claims,

Wa found that section 6. 2 provides propoftionate disclkosura 12018 disclosure finding: propartionate) of the unquantifiable contingent lizbiliey in
respect of potential litigation or claims.
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Pensions Significant estimates ara made in astimaling the Group's definad benefit pension obligations and small changes in assumptions
abligations and estimates used would have 8 significant affact on this amount. There is 3 nsk that the assumptions applied are not

Sea section 5.2 for appeopriate in the context of the pension scherne arrangements.
delails of the Gioup The effect of thase matters is that. as part of our risk assessment, we determined that the valuation of pension abligations
pension schames has a high degree of estmation uncertainty, as 8 small change in key assumptions can lead to material changes i the
and their obligations. This can result with a potential rangs of raasenable oulcomeas greater than our materiality for the hinancial

jons as at 31 us a5 a whole, and possibly many 1imes that amount. The fingncial statemems {note 32) disclose the sansitivity
Decernber 2019, estimated by the Group.
Disclosure quality ’

Also refer 1o the

Audit and Risk There is 3 nsk thas the disciosures presented are not sufficient to explain the key assumptions that the Board has adopied for
G i repory  the of valuing the pension cbligations.

on pages 68-76.

Our responss

Assessing the valuer’s cradentials: We evaluatad tha comp and ind
astimate the pension scheme obligations for the purpose of the financial stetements.

Methodology choice: Wa usad our inteinal actuary specialists to consider and critically assess the methodsiogies applied.

Comparing valuations: we benchmarkess the key assumptions applied in determining the Group's defined benefit obligations, being the discount
rate, inflation m@ie and monality/life expaciancy. This included a comparisan of these key assumptions egainst externally derived data.

of the external actuarias who sre engaged by the Group to

Aasessing transparency: We evaiuated the adequacy of the disclosures in respect of the sensitivity of the chligations to thesa assumptions.

Qur findings: We found that the assurnpsions and estimatas were batanced (2018 finding: balanceg! and that Group's disclosures in section 5.2 to
be propoitionate {2018 disclosure finding: groportionate) in their description of the assumptions and estimates made #nd the sensitivities of the
valuation of the pension obligatrons 1o changes in those assumptions and estimates.

The risk
Capitalisation Accounting application
and 1AS38 requires an intangible asset 1o ba recognisad if, and only if it is probabla that the axpected futura economic benefits that

recoverability of - arg atuributable 1o the asset will flow Lo the Group: and the cost of the asset can ba measured reliably.
_nssnts Subj estimate
:':fggn::g:';’ 8 The Group is undergeing 2 major transfarmation, and as part of that programme significant amaunts ara being invested in new
intangible assats systams and‘ procasses. nnc{udmg the fmanpe transtormalion wllh the introduction of 8 new accounting system. The
whan cerain implementation requires a high level of dedicated external and internal resources.
efiteria ata met During 2G19 the programme Lo implement the new accaunting system was paused, pending a re-aveluation of the resources
(see section 3.3),  réquired in completa the project and 1o assess the impact of the proposed stiuctural changes that are being implemented
Section 3 3, and across the Group.
to the Audit and Judgment is required in applying the accounting policy 1o assass whethar the £osts incurred, both external and internat, will
Risk Committea flow future economic benefits to the Group. Furthermore it is necassary for systems 1o be opersting effactively o allow the
report {pages 66-  COStS incurred o be refiably measured. and judgment is required where costs need 10 be aliocated to the new systems and
16]. processes. This judgment is heightened given the fact that the progremme has been paused for re-evaluation.
Tha eHact of these matters is that, as part of our risk assessment, we determined that the recoverable amount of intangible
2ssels has a high degree o! estimation ungertainty, with a potentiatl range of reasonatie outcomes greater than our materiality
for ihe financial statements as a whole and possibly many times that amaunt
Disclesure quality
There is a risk that the disclosures presented are not sufficient 1o explain the capitalisation critenia that are used to assess
whather itams of axpensea should ba racorded as an intangibia asset. In celation to the new finance systems, thesa is a nsk that
the disclosures do nat provide sufficient detail to explain the status of the programme, the costs carried forward and any costs
irnpaired a3 a result of tha project re-avaluation,
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Financial Independent
staternents auditor's report

3. Our application of materiality and an overviaw of the scape of cur aydit

The materiality for the Group financial statements as a whole was set at €8.0 million, determined with refererce 0 2 benchmark of normahsed Group
protit before tax of £231.1 million, of which it represents 3.8%.

In order 1o set this benchmark wa consider the nature of items excluded in datarmining adiustad profit bafora tax. Group reported loss before tax
frarm continuing operations is £62.6 million. We normalised by adding back certain specific items including the impairment charges against goodwill -
€41.4 milion (section 3.4) claims and litigation provisions release ~ £0.8 million (section 2.4} finance costs - £6.3 miflion {section 4.3); contingent
consideration movements - £1.4 million {section 4.5); business exit disposal expense - £16 7 million (section 2.8); non-trading business exit disposa!
expense - £52.1 million {section 2.8); significant restruGtyring sxpense - £159.4 million (secticn 2.4), Tots! ediesiments 1o reponted profit before 1ax
amount to £273.7 miflion resulting in a normalised Group prafit belore tax for materiality purposes of E211. 1mithon.

Materiality for she prior year was set at £8.0 mitbon determined with reference ta a benchmark of naemalised Group profit before tax of £212.2
miliion, of which it representeg 3.6%.

In ordet to set this banchmark wa considerad the nature of itams excluded in datermining adjusted profit before tax, Group reported profit before tax
from continuing oparations is £272 6 million. We normalised by adding back certain speaific items including the profit on business exits - £309.7
million [section 2.4); impairment charges against goodwill and acquirad intangiblas - £95.%5 million (section 2 4); ¢lairms and litigation provisions retease
— £1.8 million isection 2.4), non-trading business exit disposal expense - £28.7 million isection 2.4); private placement kan noles prepayments costs
- £15.9 million (sectian 2.4 signilicant restruciuring expense - £150.0 million isection 2.4). Total adjustments 1o reported profit before tax amaunt to
E60.4 million resulting in a normalised Graup profit before tax jor materiality purposes of £212.2 million.

Matariality for the Parent Company financial statements as a whaole was set at £5.2 million {2018: £5.2 million}, by raferanca to component materiality
with reference to total assets. This is lower than the matariality we woultl otherwisa have datermined by reference to totat assets, and represents
0.15% of the Company’s total assets (2018. 0.2%). N

Wa report to tha Audit and Risk Commitiee any corrected o uncorrected identified misstataments with & profit impact in excess of £0.4 million
{2018: £0.4 rmillion), and fadassilicalion' misstatements greater than £im (2018; £1.0 million), in addition to ather identified misstatemenis that
warranted saponting on quakitativa grounds.

Audits for Group reporting purposes were performed by component auditors st 27 {2018: 28) key reporting components in the United Kingdom,
Switzarland, Garmany, and by tha Group audit 1eam over 2 key companentis in the Urited Kingdem, including the Parent Company (2018 28 in the
United Kingdorn, Switzariand, Germany, and by tha Group audit team over 2 key components in tha United Kingdam, including the parent compary).

The Group audil teamn, with the assistance of the componant auditors where appropriaie, perfarmed procedures an the itams excluded from
narmalised Group profit before tax. These procedures covered approximately 84% of total Group revenue {2018: 82 %); B3% of the total profits and
fosses thai made up Group profit before tax (2018: 84%); and 86% of total Group asse1s (2018: 84%), For the rernaining companents, we performed
analys:s at an aggregated Group lavel to re-axamine our assassmant that thers wara no significant risks of material misstatement within these.

The Group audit tearn approved the componant materiality levels, which ranged from £0.4million 1o £8.4millien (2018: £0.4 miflon to £5.2 milkon},
having regard to the mix of size and nisk profile of the Group across the components.

Detsileg audit instructions were sent to the comgonent auditors. These instructions covered the significant audit areas that should bae covered by
these audits twhich includad the relevam risks of material misstatement detailed abova) 2nd set out the information required 10 be reportad back to
the Group audit team. Telephone confarence meatings and site visits were held with component auditors throughout tha audit and in tha United
Kingdern, Germany and Switzecland. At these meetings, the findings reported 1o the Group team ware chisqussed in move detail, and any further work
required by the Group team was then performed by 1he companent auditor.

4. We have nothing to report on gaing concern

Tha Direciors have prepared the financial statements on the going concern basis as lhay do not intend 10 liquidate the Company or the Group or to
coasa thair operations. and as they have eoncluded that the Company's and the Group's financiaf position means that this is realistic. They have also
concluded that thare are no matarial uncertainties that could have cast significant doubt aver their ability 10 continue #s a going concern for at least a
year from the date of approval of the financial statements {“the going concern period”).

QOur responsibility is 1o 4 on the appropriateness of the Directors’ conclusions and, had thare been a material uncertainty retated to going
cancern, 1o make reference 1o that in this audit repon. However. as we cannat predict all luture events o conditions and as subsequent events may
result In outcomes that are inconsisiem with judgements thal wera reasonable at the time they were made, the absence of referencs 16 a material
uneertainty n this auditos's report is not a guarentee that the Group and the Company will continue in operation.

We identified going concern as a key audit matter {see section 2 of this rapon). Based on the wark described in cur response 1o that key audit
rmatter, wa arp required Lo report 1o you if:

— we have anything matesial to add or draw attention 10 in relation (o the Directors’ statement in sectron | to the financisl statements on the use of
tha going concern basis of accounting with no matanal uncertainties that may cast significant doubt over the Group and Company's use of that
hasis for a period of at least twelve months from the date of approval of the financial siatemants ; or

— the related statement under the Listing Rules set out on page 61 is materially inconsistent with our audii knowledga . Wa have nothing 1o fepon
in these respects.
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5. We have notking to report on the other information in the Annual Report and Accounts

The Directars are responsible for the other information presenied in she Annual Report and Accounts together with the financial statements. Qur
ogtnion on the financial statemenis does not caver the othar information and, accordingty. wea do not express an audit opinion or, except as axplicity
stated below. any farm of assurance conclusion thereon,

Ouwr responsitility is 1o read the other information and, in doing so0, consider whether, based on our financial statements audit work, the information
therein is materially misstated or inconsistent with the financial statements or our audit knowledge. Based solely on that work we have not identified
material misstatemants in tha ather information.

Swategic report and Ghirectors’ repont

Based solely on our work on the other information:

-~ wa have not identifigd material misstalemens in the strategic repart and tha Dyectors’ report:

— in our opinion the infarmation given in thase reports for the financial year is consistent with the financial statements; and

~= in our opinion thase reports have been prepared in accordance with the Companies Act 2006,

Directors’ remunaraton raport

In our opinion the part of the Direclors’ Aemuneration Repart o be audited has bean properly prepared in accordance with the Companies Act 2008,
Disclasures of emerging and principal fisks and longer-term viability

Based on the knowdedge wa acquired during our financiat statements audic, we have nothing material to add or draw aitention (o in refation 1o:

— the Directors’ canfirmation within the viability statement {page 61} that they have carried out a rebust assessment of the emerging and pringipal
risks tacing the Group, including those that would threaten its business model. future performance, solvency and liquidity;

— the Principal Hisks disciosuras describing thase risks and expglaining how thay are being managed and mingated: and

—  the Directors' explanation in the viability statement of how they have assessed the prospects of the Group, gver what pariod they have done so
and why they considered that period to be appropriate, and their slatement as 10 whathar they have a reasonable expectation that the Group will
be able 1o continua in operation ang meat its liabdities as thay fall dus over the period of their assessment, including sny related disckiswres
drawing artention to any necessary qualifications or assumptions.

Under the Listing Rules we 8re required to revigw tha visbility statement. We have nothing to réport in this respect.

QOur work is tmited to assessing thase matters in the context of only the knowledge acquired during our financig! statements audit. As wa cannat
predict all future avents or conditions and as subsequent events may result in outéomas that arg inconsisiant with judgments Lhat were
reasonable at the time they were made, the sbsence of anything 10 reporl on these siatements is not a guaranter as ta the Growp’s and Company's

longer-term viability.
Corporate governance disclosuras
Wa are required to report to you i

- wa have ilentified matenial inconsistancies between the kaowledge we acquired during aur financial statemaents audit and the Directors’
staternant that they consider that the annua! report and financial $taternents taken as a whota is fair. balanced and understandable and provides
the information necessary for shareholders 1o assess the Group's position and performance, businass maodel and strategy: of

-— the section of tha annual repon describing the work of the Audit and Risk Commirtee does not appropristely address matiers communicaied by
us 16 the Audit and Risk Commaties.

We are required to report 1o you if tha Corporate Governance Statament doas not propatly tistlose a departure from the provisions of the UK
Corporate Governance Code specified by the Listing Aules for our review.

We have nothing te repert in these respects,
8. We have nothing to report on the ather matters on which we are required to report by exception
tindar the Companigs Act 20086, wa are required to repart to you if. in our opinion.

— adequate gccounting records have not been kept by the Parant Company. or returns adaquate for our gudit have not been received from
branches nat visited by us; or

—  the Parent Company financial statements and the part of the Directors’ Remuneration Report io be audited are not in 2gresment with the
accounting racorgs and returns; of

— certain disclosures of Directars’ remuneration specified by (aw are not made; or
— wae have not received all the information and explanations we requere for our audit

Wa have nothing to report in thase raspects.
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7. Respective responsibilities
Directors’ responsibitities

As axplained more fully in theis statement set out on page B4, the Directors are responsible for: the preparstion of the financizl statements including
being satishied thal they give 3 true and fair view: such intednal conirel as they determing is necessary to enable the preparation of financial
statements that are frea from material misstatement, whether due to fraud or arror; assessing the Group and Parent Company’s ability 1o cantinue as
a going concern, disclosing, as applicable, matters related 10 going cancern; and using the going concern basis of accaunting unless they either
intend 10 liquidate the Group of the Parent Company or 10 ceasa oparations, or hava no realistic alternativa but [0 4o $0.

Auditor's respansibibties

Our objectives are to obiain reasonable assurance aboutl whether th2 financial statemants as 2 whale are free from material missiatement, whether
due 1o fravd or other irregularities [see below), or errer, and 10 issue our opinion in an auditor's report. Reasonabla ssurance is a high level of
assurance, but does not guarantes that an audit conducied in accordance with 1SAS (UK) will always detect a matarial misstatemnant when it exists.
Misstatgments can arise from fraud, other iregularities or aror and are considered matevial if, ingdividuslly or in aggregata, they could reasonably be
expecled to influence the economic decisions of users taken on the basis of the financial statements,

A fuller description of our rasponsibilities is provided on the FRC's websita a1 waaw.fre.ong.uk/auditorsrasponsibilities.
Irreguiarities — ability to detect

Wa identilied areas of laws and regulations that could reasonably be expacted (o have a matarial effact on the financial staternants fram cur general
commaenrcial and sector experiance and through discussion with the directars and other managemant {as required by auditing standards), and kom
inspection of the group’s reguiaiory and legal corraspondence and discussed with the directors and other management the policies and procedures.
rega:ding compliance with laws and regulations. We communicated identifiad iaws and regulations throughaut our team and remained alen ta any
indications of non-compliance throughout the audit. This included communication fram the group Te component audit teams of relevant laws and
ragulations identified at group lavel.

The potertial effect of these laws and regulations gn the financial statements varies considerably.

Firstly, the group is subject to laws and regulations that directly affect tha linancial statements including financial reporting legislation tinckeding
related companias legistation). distributable profits legislation, taxation legislation, and pension regulation and we assessed the extent of complianca
with these laws and regulations s pan of our procedures on the related lingnoial statemant items.

Secondly, the group is subject 10 many other laws and requlations where the consequences of noncomplisnce could have a materia! affect on
amounts or disciosuras in the financial statements, for instance through the imposition of fines or litigation or the loss of the group's licence 1o
operate. Wa identified the following areas as thase most likely 1o have such an effect: anti- brbery and coruption, data protection, smployment taw,
haalth and safety, and regulatory capital and iquidity recognising the bread range of business process 0utsourcing services offered by the Group thas
include financial and regulated activitias in the Speciatist Sarvices, People Solutions and Cusiomer Management divisions, and the Governmental
naturs of many of the group’s customers in the Govemement Services division. Auditing standards limit the required audit procedures to identify non-
cempliance with these laws and regulations to enquiry of the direciars and othes management and inspection of regulatory and legal
correspondence. if any. Thiough these procedures, we becama aware of actual or suspecled noncompliance ang considered the effect as part of
our procedures on the related financial statement items. The identified actual or suspected noncompliance was not sufficiently sigrificant to our
audit to rasull in our responsa being idantified as a key audit matter.

Owing ta the inherent limitations of an audit, these is an unavoidable risk thas we may not have some ial mi 1ents in the
financial stalements, avan though we have propary planned and performed aur audit in accordance with auditing standards. For examgle, the hurther
temoved nonrcomplisnce with lows and regulations firegularitiest is from the events and wansectons reflected in the financial statemants, the 18ss
tikaly the inherantly limited procedures required by auditing standards would ideatify it. In addition, a5 with any audit, there remained a highar risk of
nan-detection of irtegularitias, as thase may ivolve collusion, forgary, intentional omissions, misrepresantations, or the overrige of intamal controis.
We are not respansible for praventing non-compliance and cannot ba expectad o detect noncompliancs with all laws and regulations

8. The purpese of cur sudit work and to whom we owe our rasponsihilities

This report is made solely 10 the company's members, as a body. in accordance with Chapter 3 of Part 16 of the Companias Act 2006 and the terms
of our engagement by the Company. Our audit work has been undertaken so that we might state 10 the Company's members those matlars we are
required to state 10 them in an auditor's report, and the further matters we are required to state to them in accordance with the 1erms agread with
the Company, and for no othsr purpose. To the fullest extent parmitied by law, we do nol aceept or assuma responsibility to snyore other than the
company and the Company's membars, as a body, for our audit work, for this report, or for the opinions we have formad.

Robert J Brent {Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutary Auditor
Chartersd Accountants

15 Canada Square. London, E14 5GL

4 March 2020
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Our overall strategy

We have simplified the way in which we present our financial
statements in line with our overall strategy and commitment to
provide clarity and transparency of our financial performance.

The changes we have made are geared towarda making our financial
statements (1} clear; (2) understandable; and (3) integrated. We have
taken the following actions in order to achieve these outcomes:

Clear :

We recogmse that our stakeholders have different needs. - —
We have theretore grouped the notes to the consolidated accounts ..,
into the following six sections designed to meet these different = ™~
objectivas: ‘Basis of Preparation’, ‘Results for the Year', ‘Operating .
Assets and Liabllities', ‘Capital Structure and Financing Costs’, -l- e,
*Employee Benefits', and ‘Other Supporting Notes”. Wae believe

that this presentation style allows for greater clarity of our

financial performance.

Understandable -

We have introduced analysis at the start of each section in

the consolidated accounts. This provides a commentary on key
changes in our financial performance compared against key metrics
and/ar prior year results. We believe that this analysis will make

it easier tor users to understand the key drivers of the financial
pertarmance of the Group, and should be read in conjunction

with the Chiet Financial Officer's review in the strategic report.

Integrated

Each note to the accounts commences with a summary of

the accounting policies ant key judgements related to that
nota. These policies and judgements are clearly identified using
appropriate signage allowing readers to refer to them with ease.
We believe that this integration will help readers understand the
financial perfarmance in the context of the accounting policies
and judgements made.

=
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Structure of the financial
statements

Consolidated income statement

Consolidated statement of comprehensive income
Consolidated balance sheet

Consolidated statement of changes in equity
Consalidated cash flow stalement

Section 1
Basis of preparation

Section 2
HResults for the year

2.1 Contract accounting

2.2 Revenue including segmental revenue

2.3 Operating profit

2.4 Adjusted operating profit and adjusted profit before tax
25 Segrnental information '

26 Taxation

2.7 Earnings/{loss) per share

2.8 Business exit and assels held for sale

29 Discontinued operations

210  Cash flow information

Section 3
Operating assets and liabilities

3.1 Working capital

3.1.1  Trade and other receivables
3.1.2 Trade and other payables
3.1.3  Contract fulfiiment assets

32 Property, nlant and equipment
33 Intangible assets

3.4 Goodwill

35 Right-of-use assets

3.6 Provisions

Section 4
Capital structure and finance costs

4.1 Net debt, capital and capital management

4.2 Financial risk

4.3 Net finance ¢osts

4.4 Leases

4.5 Fipancial instruments and the fair value hierarchy
4.6 Issued share capital

4.7 Group compesition and non-controlling intsrests

Notes to the consolidated financial statements

Section 5
Employee benefits

5.1 Share-based payment plans
52 Pensions
53 Employee benefit oxpense

Section 6
Other supporting notes

6.1 Related-party transactions
6.2 Contingent liabilities

6.3 Post balance sheet averis
6.4 Adoption of IFRS 16 Leasas

Company financial statements

Section 7

71 Company balance sheet

7.2 Company statement of changas in equity
7.3 Notes to the Company financial statements

Additional information

Section 8
8.1 Sharsehofder information
8.2 Allernative performance measures
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Consolidated income statement
For the year ended 31 December 2019

2018 2mp'
Nates Em £
Continuing operations: .
Revenue 21,22 3,678.6 38184
Cost of sales (2,683.0) (2,951.4)
Gross profit 995.6 967.0
Administrative expenses 23.24,2.8 {995.2) (932.1)
Operating profit 23,24,28 0.4 34.9
Share of resuits in associates {0.6) —_
Net finance costs . 4.3 {62.4) {72.0)
Gain on business disposal 2.8. —_ 300.7
(Loss)/profit before tax 2.4 (62.6) 2726
Income tax credit 2.6 3.5 0.9
{Loss)/profit for the year from continuing operations {58.1) 2735
Discontinued operations:
Profit for the year 2.9 5.0 5.6
Total {lossYprofit for the year {54.1) 279.1
Attributable to:
QOwners of the Company (64.2) 269.0
Non-controlling interests 4.7 10.1 10.1
{54.1) 279.1
{Loss)/earnings per share 2.7
Continuing: — basic {4.18)p 17.99p
— diluted {4.18)p 17.77p
Total operations: —basic {3.68)p 18.37p
- diluted (3.88)p 18.15p
Adjusied operating profit ) 2.4 306.1 334.4
Adjusted profit befora tax 2.4 275.0 281.2
Adjusied eamings per share 2.7 13.03p 16.33p|
Adjusted and diluted earnings per share 2.7 13.08p 16.13p
Consolidated statement of comprehensive income
For the year ended 31 December 2019
2019 2018
HNoles £m £m
Total (loss)/profit for the year . {54.1) 279.1
QOther comprehensive (expense)fincome
tems that will not be reclassified subsequently to the income statement
Acluarial (loss)/gain on defined benefit pension schemes 5.2 {106.7) 134.9
Income tax effect 2.6 181 {22.9)
ltems that will or may be reclassified subseguently to the income statement
Exchange differences on transfation of foreign operations {1.2) 20
Gain on cash flow hedges 4.2.4 1.0 20
Cash flow hedges recycled 1o the income statement 4.2.4 {2.8) (2.5)
Income tax effect 26 0.3 0.1
Other comprehensive (expense)fincome for the year net of 1ax (91.1) 113.6
Total comprehensive (expense)/income for the year net of tax {145.2) 392.7
Attributable to:
Owners of the Company {155.3) 382.6
Non-controlling interests 4.7 10.1 10.1
{145.2) 392.7

1. The Group has initially appled IFR516 at 1 January 2019, using the modified retraspective approach. Under this approach, comparative intarmatian is not restated snd the cumutative effect of
inhialy apphying IFAS 16 is recognisad in ratained earnings at the dale o! indtial applicalion. Refer 1 note 6.4 lor herther detais,

The above and accompanying noles are an integral part of the financial statements.
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Consolidated balance sheet

At 31 December 2019

l 2018 | 2018
tes fm | £
Non-current assets
Property, plant and equipment 3.2 194.3 213.6
intangible assets' 3.3 354.2 328.7
Goodwill’ 3.4 t,177.8 1,259.0
Right-of-use assets? 35 480.9 e
Investments in associates 3.8 —
Contract fulfilment assels 3.1.3 275.8 264.2
Financial assets? 45 82.2 108.1
Deferred taxation? 26 181.8 144.6
Trade and other receivables 311 26.4 26.2
1 2,777.01 2,345.4
Current assets
Financial assets? 45 251 18.2
Disposal group assets held for sale 2.8 12.4 -
Trade and other receivables? 3.1 748.4 777
Cash 454 4091 957.5
Income tax receivable® 4.5 0.8
] 1,199.51 1,748.3
Total assets 1 397651 40937
Current liabilities :
Trade and other payablas?? 31.2 619.8 668.7
Deferred income B884.5 980.3
Cverdrafts 4.5.4 286.3 3148
Lease liabilities? 4445 B1.9| —
Disposal group liabilities held for sale 28 794 C -
Finance liabilities 4.5 351.8 | 303.1
Provisions? 36 71.3¢ 96.8
| 2,303.51 2,363.7
Non-current liabilities !
Trade and other payables 3.1.2 6.0 11.6
Deferred income 176.5 277.3
Lease liabilities? 4.4,4.5 480.7 —
Financial liabilities 4.5 7957 1,084.2
Deferred taxation 2.6 16.3 15.2
Provisions? 36 9.3 19.4
Employee benefits 5.2 252.5 219.0
¥ 1,737.0 " 1,626.7
Total liabilities 1 4.040.5| 3,990.4
Net (liabilities}/assets { {64.0) 103.3
Capital and reserves
Share capital 46 345 345
Share premium 4.6 1,143.31 1,143.3
Employee benefit trust and treasury shares 4.6 {11.2) (11.2)
Capital redemption reserve 18] 1.8
Other reserves 0.6 E 3.1
Retained deficit #? (1,295.8) (1,135.3)
{DeficitY/surplus attributable to owners of the Company (126.8) 36.2
Non-controlling interests 4.7 62.81 67.1
Total {deficit}/equity 1 (64.0) 103.3

[

. Goodwill has been presented separately from inlangible assels on the tace of the balance sheet in fine with our commitrment Lo Simphly the financial slaternents.

. The Group has initially applied IFRS 16 st 1 January 2019, using the modified ctiy

of initially applying IFRS 16 is recognised in relained eamings al the date of initial appllelun - Reter 10 note 6.4 for funiher details.

3. The Group has initially appiied IFRIC 23 Uncenalnly ovar Ineomn Tax Traaiments at 1 January 2019. The cumulative effect of initially applying IFRIC 33 has been recognised in retained
1is not Refer o nota 2.6 for further details.

earmnings at the daia of initial Cor
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Consolidated statement of changes in equity

For the year ended 31 December 2019

Financial

statements

Employes Total
benafit attributabla
1rugt and Capital to the Noa- Total
Share Share Ireasury  redemplion Relained Other  owners of  cantrolling (defich)
capital premiutn shares resare deficit reserves  the parent interesis euity
£m Em [ £m £m £m £m fm
At 1 january 2018 138 5013 (0.2 1.8 {1,517.2) 15 [(999.0) 692 (929.8)
Profit for the year - - - — 269.9 — 269.0 0.1 2781
Other comprehensive income — —_ — —_— 112.0 1.6 1136 — 1136
Total comprehensive income for the year — _— —_ - 381.0 1.6 382.6 i0.1. . 3927
Share based payment including deterrad tax (note
B 2.6; note 5.1)p Y ° — b - — 3.8 — 3.8 - 3.8
Shares issues /{purchased) (noteé 4.6) "~ TTTTTTU20.7 TT642.0—(11.0) - e — ——-—— e — B51.7- — - ———B51.7—~ —
Equity dividends paid® — — — — — — — (12.2) (12.2)
Movement in put options held by non-caniroliing
interests — — —_ — (2.9} — (2.9) — (2.9)
At 1 January 2019 i 345 1,1433 (11.2) 1.8 {1,3353) 3.1 36.2 67.1 103.3|
Impact of change in accounting standards — IFRS  } I
161 — — — —_ (26.8) — {26.8) — (26.8)
Impact of change in accounting standards ~ IFRIC ’

32 ! _ — — — 6.2 — 6.2 — 6.2
At 1 January 2019, on adoption of IFRS 16' and l ;
IFRC 23% 345 1,143.3 {11.2) 1.8 (1,155.9) 3.1 15.6 67.1 827
{Loss)profit for the year ! - _ —_ — {64.2) — (64.2) 101 (54.1}
Other comprehensive expense ' — — — s {88.6) (2.5) (91.1) -_ 91.1)
Total comprehensive {expense)/income for the year ' — — - —_— {152.8)} (2.5) (155.3) 101 (145.2)
Share based payment including defesred tax (note ! i
2.6; note 5.1} ' -— - - — 3.8 - 3.8 — a.8,y
Shares purchased (note 4.6} ' — —_ — — {0.7} -— 0.7} _— (144]
Equity dividends paid® { — —_ —_ — — —— — {(14.4) (14.4)
Movement in put options held by non-controlling ' :‘
interests ] = - — —_ 8.8 — 9.8 — 9.8!
At 31 December 2019 1 345 11,1433 {(11.2) 1.8 (1,295.8) 0.6 (126.8) 62.8 {64.0}

-

. The Group has Initially applied IERS 16 al 1 Janvary 2019, using the motsified retrospeciive approach. Under ihis approach, comparative inkemalion is nol restated and the cumulative effect
of inilially applying IFRS 16 Is recognised in retained earnings a! the date of initial appiication, Refer to note 6.4 for funher details. .

2. The Group has inifially applied IFRIC 23 Uncenainty aver [ncoma Tax Trealments al 1 January 2019, The cumulativa effact of mitially applying IFAIC 23 has been recognised in retained
earnings at the date al inftial application. Comparativa information I3 nol restated. Fiafer 1o note 2.6 flor further details.

3. Dividends paid and proposed: £14.4m (2018; £12.2m) relates ta dividends pakd in refation 1o non-coniroliing inlerest. No dividends were declared or paid in 2019 or 2018 on ordmary shares,
Na dividends are proposed on ortfinary shares in 2019 (2018: £ail).

Share capital - The balance classified as share capital is the nominal proceeds on issue of the Company's equily share capital, comprising 2
1/15p ordinary shares.

Share premium ~ The amount paid 16 the Company by shareholders, in cash or othaer consideration, over and above the nominal value of shares
issued to them.

Employee benefit trust and treasury shares - Sharas that have been bought back by the Company which are available for retirement or resale;
shares hetd in the employee benefit trust have no voting rights and do not have entitlemeant to a dividend.

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

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

Other reserves — This consists of foreign currency translation reserve surplus of £0.4m (2018: £1.6m surplus) and cash flow hedging reserve
surplus of £0.2m (2018: £1.5m surplus).

Non-contralling interests (NC1) - This represents the equity in a subsidiary that is nat attributable diractly or indirectly to the parent company.

The accomparying notes are an integral part of the financial statements.
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Consolidated cash flow statement
For the year ended 31 December 2019

2019 l 2018'
Notes £t £m
Cash generated/{used) by operations' 210 32.8 (75.7)
Cash generated/{used) by discontinued operations 47, (99.2)
Income lax {paid)/received (5.4) 25.3
Net interest paid' (58.4) {52.5)
Net cash outflow from operating activities i (26.3) (202.1)
Cash flows from investing activities ]
Purchase of property, plant and equipment 3.2 (57.7) {89.4)
Purchase of intangible assets 33 (124.7) {70.1}
Proceeds from sale of property, plant and equipment/intangible assets 23,3233 0.4 | 1.9
Additions to investments in associates (0.6) —
BDeferred consideration received - 52
Cancellation of put options —_ (5.8)
Deterred consideration paid (i.3) {11.1)
Contingent consideration paid (11.8) (19.8)
Purchase of financial assets —_ (0.9)
Net {loss)yproceeds on dispesal of subsidiary undertakings (8.9} 407.8
Cash disposed of with subsidiary undertakings 2.8 -] (11.2)
Net cash (outflow)inflow trom investing activities (204.6) 205.6
Cash flows from financing activities
Cividends paid to nan-controlling interest {14.4) (12.2)
Purchase of shares 4.6 {0.7) (11.0)
Capital element of lease rental payments’ 2.10.3 (93.7) (0.2)
issue of share capital net of issue costs 46 — 6627
Repayment of loan notas 2103 (96.8} (577.2)
Proceeds fram fixed rate swaps 2103 m.nf 1036
Repayment of term loan 2.10.3 {100.0) —
Financing arrangement costs 2.10.3 (1.1) (3.7)
Net cash {outflow)/inflow from financing activities i {295.8) 162.0
(Decrease)increase in cash and cash equivalents {526.7) 165.5
Cash and cash equivalents at the beginning of the period 842.71 4784
Movement in exchange rates 3.3 {1.2)
Cash and cash equivalents at 31 December 119.3} §42.7
Cash and cash equivalents comprise:
Cash 454 409.1 , 957.5
Overdrafts 454 (286.3) {314.8}
Overdrafts included in disposal groug liabilities held for safe 2.8 {3.5) o
Total } 119.3i 642.7
Adjusted cash generated from cperations 210 158.6 | 71.9
Adjusted free cash flows 2.10 (61.3) (78.8)
1. The Group has initiaily applied IFRS _15 at 1 .January 2019, using the modified retrospeciive approach. Under this approach, oomy ig not and the effect

aof inhially applying IFRS 16 is.

o

The accompanying notes are an integral part of the financial statements.
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Financial

statements

Section 1: Basis of preparation

This section sets out the Group's accounting policies relating to the financial statements as a whole. Where an accounting palicy is specific
to one note, the policy is described in the note to which it relates.

dates and explanation on the expected impact to the financial position and performance of the Group.

For ease of refarence, this symbo! has been used to denote any accounting policies included within the notes:

Denotes accounting policies
| oy
The financial statements consolidate those of Capita ple (the Company) and all of its subsidiaries {the Group). Capita pic is a public limited
———company incorporated in England and Wales whose shares are publicly traded. The principat activities of the Group are given in the strategic
report on pages 20-31. - - —_— - e e et e
The consolidated financial statements of Capita plc for the year ended 31 December 2019 were authorised for issue in accordance with a
resotution of the Directors on 4 March 2020.

The consolidated financial statements are presented in pound éterﬁng and all values are rounded to the nearest tenth of a millien (£m) except
when otherwise indicated.

!
i
l In this section you will also find details of new EU endorsed accounting standards, amendments and imerpratations including their affective
1
]

i—-_—_—_-_—_—

Statement of campliance
The consolidated financial statsments have been preparad in accordance with IFRS as adopted by the EU and as applied in accordance with the

provisions of the Companies Act 2006.

Basis of censalidation

The consolidaled financial statements comprise the financial statements of the Group at 31 December each year. Subsidiaries are consolidated
from the date on which control is transferred to the Group until controt is transferred out of the Group. Where there is a loss of control of a
subsidiary, the consolidated financial statements include the resuits for the part of the reporting year during which Capita pl¢ has control 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
assels {including goodwill) disposed of. L.osses applicable to the non-controlling interests in a subsidiary are atiributed to the non-controlling
interests even if that results in the non-controlling interasts having a deficit balance.

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

Going concern
in determining the approgriate basis of preparation of the financial statements for ihe year ended 31 December 2019, the Direclors are required
to consider whether the Group and Parent Company can continue in operational existence for the foreseeable future.

Accounting standards require that an enlity considers period of at least 12 months when assessing going concern, although do not specity how
far beyond 12 monthe from the date of approval of the financial statements an entity should consider. Given Capita’s transformation plan as
described earlier in the strategic report the Board has assessed a longer period, 1o 31 August 2022, and with risks and mitigations that align with
the viability assessment as set out on page 19. - - o

The base-case projections prepared for the going concern are derived from the 2020-2022 business pians as approved by the Board. These
caplure the key benefits that the transformation plan will deliver, and the costs to achieve these. In recognition of the downside scenarios that the
Board is obliged to consider for assessing robustly going concern, the projections have been adjusted to be necessarily more cautious in order to
gauge the shor to mediurn term resilience of the Group and Parent Company to unexpected risks arising.

The Board has applied a robust process to assess the resitience of the forecast out-turns. This assessmen! includad applying severe but
piausible downside risks as set out in the viability statement on page 48. To address these risks the Board has considered mitigating factors that
could be employed that would address the impact and provide options to the Group and Parent Company. :

The assessment has taken inta account the Group's existing debt |evels, committed funding and available liquidity. In addition to the revoiving
credit facility (RCF), in February 2020 the Group agreed a backstop liquidity facility of £150m. The Group's revolving credit facility matures in

August 2022; and the Group's backstop facility has an initial maturity in February 2021 and is extendable at the option of the Group 1o a final

maturity in August 2022.

The Group’s cammitted revolving credit facility, backstop liquidity facility, and private placement loan notes are subject to compliance with
covenant requiremnents including maximum ratios of adjusted net debt to adjusted EBITDA and interest cover. The covenants are tested semi-
annually.

The Group had net debt of £1,353.2m at 31 December 2019 (2018: £466.1m) and adjusted net debt of £832.7m at 3t December 2019 (2018:
£494.7m). Net debt increased in 2018 as a result of the adoption of IFRS 16 Leases (31 December 2019: £562.6m of lease labilities). Net debt is
reported in note 2.10 Cash flow information and is used to calculate headline leverage (adjusted net debt to adjusted EBITDA) and covenanted
adjusted net debt 1o adjusted EBITDA ratio {refer to the alternative performance measures in seclion 8.2).

The Group's covenanted maximum adjusied net debt to adjusted EBITDA ratio is 3.0 times to 3.5 limes depending on the debt instrumant in
question. The impact of IFRS 16 adoption on the ratio is neutral, as the Group covenants are calculated using GAAP applied before the adaption
of IFAS 16, with the exception of the US private placement loan noles. The US private placemenit loan notes covenant test is favourably impacted
by IFRS 16 adoplion. The Group's calculation of covenanted adjusted net debt to adjusted EBITDA at 31 December 2019 was 2.2 times (2018: 1.2
limes), and the US private placement loan notes ratio was 1.7 times.
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Financial Notes to the
statements consolidated
financial statements

Section 1: Basis of preparation continued

The Group's minimum permitted interest caver level is 4.0 timas. The interest caver covenant was 11.2 times for the LS private placement loan
notes and 10.8 times for other financing arrangements (2018: 8.2 times). As the comparativas have not been restated on the adoption of IFRS 16,
the December 2018 ratio only provides a meaningfu! comparison in the case of the other financing arrangements and tharefore no comparatives
are shown for the US private placement loan notes.

Based on the above robust assessment the Board believes that the Group and Company will continue to have adeguate financial resources 1o
realise their assels and discharge their liabilities as they fall due. Accordingly, the Direciors have formed the judgement that it is appropriate to
prepare the inancial statemants on the going concern basis. Therefore, the financial statements do not include any adjusiments which would be
required if the going concern basis of preparation were desmed inappropriate.

Foreign currency translation

The functional and presentation currency of Capita ple and its UK subsidiarsies is the pound sterding (£). Transactions in foreign currencies ate
initially reconded ai the functional currency rate ruling at the date of the transaclion. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functignal currency rate of exchange ruling at the balance sheet date. All differences are laken to the
constlidatad income statement with the exceplion of differences on foreign currency borrowings that provide a hedge against a net investment in
a foreign operation. These are taken directly 10 equity until the disposal of the net investment, at which time they are recognised in the
consohidated incorne statemeni.

Tax charges and credits aftributable to exchange differences on those borrowings are alsc dealt with in equity. Non-monetary items that are
measurad in terms of hislorical cost in a foreign currency are translated using the exchange rate at the date of initial transaction. Non-monetary
iterns measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair vaiue was detarmined.

The functional currencies of ocverseas operations include the euro, indian rupee, South African rand, and the US dollar. At the reporting date, the
assets and liabilities of the overseas operations are retranslated into the presentation currency of Capita pic at the rate of exchange ruling at the
balance sheet date and their income statements are translated at the weighted average exchange rate for the year.

The exchange differences arising on the retranslation are taken direcltly fo a separate component of equity. COn disposal of a foreign operation, the
deferred cumulative amount recognised in equity relating to that particular loreign operation shall be recognised in the income statement.

On transition to iFAS, the Group's cumulative translation difference was deemed {o be nil as a result of taking advantage of the exemptions
available under IFRS 1. All subsequent disposals shall exclude any translation differences arising pricr to the date of transition.

Recoverable amount of non-current assets

Al each reporting date, the Group assesses whether there s any indication that a non-current asset may be impaired. Where an indicator of
impairment exists, the Group makes a formal estimate of the asset’s recaverable amount. Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount. The recoverable arnount is the higher of an
asset's or cash-genaraling unit’s fair value lass costs to sell and its value in use and is determined for an individual asset, uniass the asset doas
not generate cash inflows that are largaly independent of those from other assets or groups of assets.

Significant accounting judgements, estimates and assumptions

The preparation of financial statements in line with generally accepted accounting principles requires the Directors to make judgements and
assumplions that affect the reported amounts of assets and liabilities and disclosure of conlingencies at the date of the financial statements and
the reported income and expense during the presentad pericds. Although these judgements and assumptions are based on the Directors’ best
knowledge of the amount, events or actions, actual results may difter,

The key sources of estimation uncertainty that have a significant risk of causing material adjustment to the carrying amounts of assets and
liabilities within the next financial year are summarised below and set out in more detail in the related note:
« Contract accounting (note 2.1)
- Impairment of contract fulfilment assets
— Onerous contract provisicns
* The measurement of intangible assets other than goodwill in a business combination {note 3.3)
= The assessment of costs capitalised as intangible assels to generate future economic benefits (note 3.3)
* The measurement and impairment of goodwill (note 3.4)
= The measurement of defined benefit obligations (note 5.2)
= The measurement of provisions (note 3.6) and contingent liabilities {note 6.2)
» For ease of reference, this symbol has been used to denote significant accounting judgements, where they occur within the note:

o Denotes significant accounting judgements
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Section 1; Basis of preparation continued

New standards and interpretations adopted

Financial

statements

The accounting pelicies adopted are consistent with those of the previous financial year except for the adoption of IFRS 16 Leases {see note 6.4)
and IFRIC 23 (see note 2.6). In addition, the Group has adopted the new amendments to standards detailed below but they do not have a

material effect on the Group's financial statemnents.

New amendments or interpretation

Chaciive dae

Prepayment Features with Negative Compensation {Amendments to IFRS 8)
Long-term Interests in Associates and Joint Ventures (Amendments o JAS 28)
Plan Amendment, Curtailment or Settierneni {(Amendments to JAS 159)

Annuzl Improvements to [FRS Standards 2015-2017 Cycle (Amendments to IFRS 3,
IFRS 11, IAS 12 and 1AS 23)

1 January 2019
1 January 2019
1 January 2019
1 January 2019

New standards and interpretations not yet adopted

The IASB have issued the following standards, amendments and interpretations with an effective dale after the dats of these financial statements.

These are effeclive for annual periods beginning on or after the date indicated:

International Accounting Standards (IAS/IFRS)

Effective daie

Not yet endorsed by the EU:

IFRS 17 Insurance Contracts

Amendments to References to the Conceptual Framework in IFRS Standards
Amendments to IFRS 3 Business Combinations

Amendments to IAS 1 and IAS 8: Definition of Material

Interest Rate Benchmark Reform (Amendments to IFRS 9, 1AS 39 and IFRS 7}

1 January 2021
1 January 2020
1 January 2020
1 January 2020
1 January 2020

Naotes I the consolidated financial statements
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Section 2: Results for the year

2.1
2.2
2.3
2.4
2.5
2.6
27
2.8
2.9

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

210 Cash flow information

@ Denotes accounting policies

o Denotes significant accounting judgements

Contract accounfing

Revenue including segmental revenue

Operating profit

Adjusted operating profit and adjusted profit before tax
Segmental information

Taxation

Earnings/{loss) per share

Business exits and assels held for sale

Discontinued operations

Key highlights

Adjusted free cash fiow’
Aim: Achieve sustainable, long-term

Adjusted revenue’ free cash flow growth
£3,647.4m £(61.3)m
(2018: £3,814.7m) {2018: £(78.8)m)
Adjusted profit before tax’ Adjusted earnings per share (EPS)*
Aim: achieve long-term growth in proft Aim: achieve long-term growth in EPS
£275.0m 13.09p
(2018: £281.2m) (2018: 16.33p)
Reported revenue Reported free cash flow
£3,678.6m £(213.0)m
{2018: £3,918.4m) {2018: £{260.5)m)

! Reported (loss)/earnings per share
Reported (loss)/profit before tax (EPS) - continuing operations
£(62.6)m (4.18)p
(2018: £272 6m) {2018: 17.99p)

B

1. Definitions of the ahiernative perirmance measures and related KPI's can be found in section 8.2,
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statements

Section 2: Results for the year continued

In 2019 the Group's adjusted revenue' continued to decline, additionally with lower margins on new business. The Group continued to invest in its
transformation plan and growth. The negative impact on adjusted profit before tax® of these items was partially off-set by cost out and one-oft
benefits. The lower level of profit, higher tax payments and capital expenditure, combined with continued structural working capital outflows
resulted in adjusted free cash outflow® of £61.3m.

The Group incurred additional cash outflows of £273.6m, which included outflows relating 10 restructuring, pension deficit payments, business
axits and discontinued operations. This resulted in headiine net debt increasing to £790.6m at the top end of our headline adjusted net debt to
adjusted EBITDA range.

Revenue

Adjusted revenue’ declined by 4.4% year on year. For additional information, which does not form part of the financial statements, the Chief
Financial Officers review in the Strategic report includes a bridge of drivars of the movement.

There were one-offs in 2018 of £48.0m related to the release of deferred income on termination of the Prudential UK (life) and Marsh (general
insurance) contracts, and a reduction in revenue from contract losses due to the flaw through of contracts tost in 2018 as well as contracts fost in
2019 which included the hand back of local government contracts, Movernents relating to scope and volumes changes and transactional changes
were a reflaction of higher competition and markel pressures for some clients in their markets. Contract wins included TiL and various Customer
Management clients. In 2019, one-off benefits similar to 2018, of £39.3m, arose from contract lermination payments and deferred income releases
on medifications and eardier than planned terminations.

The difference of £31.2m between adjusted revenue of £3,647.4m and reported revenue of £3,678.6m related to business exits in the year (refer
to note 2.8).

Profit before tax

Adjusted profit befare tax' declined by 2.2% year on year. For additional information, which does not form part of the financial statements, the
Chief Financial Officars review in the Strategic report includes a bridge of drivers of the movement.

The adjusted profit before tax' decreased as a result of the profit impact of contract losses, and reduction in scope and volume due to challenging
end markets. Further decreases were as a result of cost change, relating predominantly to wage increases, and investments in growth
propasitions, cyber resilience and improved service delivery. Thesa movements were offset by contract improvernents, due to improved
performance on challenging contracts, including PCSE, RPP and mabilcom-debitel and cost reduction initiatives undertaken in the year which
helped to drive additional cost savings. Overall, the adjusted profit before tax' in 2019 benefited from one-offs of £28.2m relating o contracl
terminations, setilernents and modifications, and £41.4m of group benefits including lower incentive payments. .

Adjusted profit belore tax’ excludes a number of specific ilems so users of the financial statements can more cleary understand the financial
perfarmance of the business. A reconciliation of the adjusted profit before tax' to reported profit befare tax is detailed in note 2.4.

Reported operating profil for the year was £0.4m (2018: £34.9m). Details of Hems charged/credited in arriving at operating préfit can be found in
note 2.3.

Reported loss before tax was £62.6m (2018: profit £272.6m). A reconciliation of the adjusted profit before tax' to reported profit is detailed in note
2.4. The decline year-on-year is due to 2018's profit of £309.7m on the disposal of businesses inciuding Constructionline and ParkingEye.

Taxation
The income tax charge of £43.5m on adjusted profit before tax' resulted in an adjusted tax rate of 15.8% (2018: income tax charge of £27.2m and
adjusted tax rate 9.7%). The adjusted tax rate is returning to a level closer to the UK corporation 1ax rate of 19%. [n 2019, the diterence from the

UK statutory rate of tax is predominantly due to:

« the release of some of the uncertain tax positions relating to tax expenses which are no longer considered likely to arise, due to expiry of statute
of limitation {note 2.6.4),

» prior year adjustments to align the tax positions to filed tax returns; and

* an unremitted earnings charge in respect of potential dividend distributions from subsidiaries subject to dividend withholding taxes levied by the
overseas tax jurisdictions in which the subsidiaries operate (note 2.6.3).

Earnings per share (EPS)

The movement in adjusted basic earnings per share® for conlinuing operations and reported basic earnings per share was as a result of the

performarice explained above.

Dividend
The Board is not recommending the payment of a final dividend {2018: Enil). However, the Board recognises the importance of regular dividend

payments to investors in forming part of their total shareholder return and will consider the payment of dividends when the Group is generating
sufficient sustainable free cash flow.

1. Definitions of the akternative performance measures and related KPI's can be found in saction 8.2.
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statements

Section 2: Results for the year continued

Adjusted free cash flow'

As expacted, adjusled tree cash flow' in 2019 was an cutfiow. This outflow was affected by the decline in operaling profil explained above. There

are also a number of items that can lead to significant differences between profit and the generation of free cash flow.

We have analysed working capital betwesn ‘contraciual' — being those balances which relate to long-term contract unwinds of deferred income,
contract fulfilment assets snd accrued income to derive cash from trading operations, and 'other working capital' — which represents routine

normal warking capital iterns such as trade receivables, trade payables and prepayments.

Adjusted operating profitto adjusted free cash flow' ' 2%1‘: I zosl‘:
Adjusted operating profit’ 306.1 3344
Add: depreciation, amorlisation of intangible assets, impairment of property, plant and equipment and share of
earnings in associates 88.4 90.9
Adjusted EBITDA 394.5 4253
Contractual working capital movement (deferred income, contract fulfilment assets and accrued income) {(228.7) (217.0)
Cash from trading aperations” 165.8 { 2083
Other working capital and other movements {7.2y {26.4)
Cash generated by cperations before non-recourse receivabte financing 158.6 181.9
Non-fecourse receivables financing cleared — (110.0)
Cash generated by aperations 158.6 71.9
Interest {32.7) (39.0)
Taxation (5.4) 26.6
Net capital expenditure (181.8) {138.3)
Adjusted free cash flow’ {61.3) {76.8)

*  Cash from Irading operations dafined as adjusted EBITDA less conlractul warking capital mavernents.

Cash from trading operations declined to £165.8m (2018 £208.3m) due to reduction in adjusted EBITDA, Contractual working capital movement
increased with an outflow of £78m (2018 outflow £70m) relating 1o contracis which were terminated or renegoliated in the year, which is not
planned 10 reocowr in 2020; and an outflow of £150m {2018: outlow £147m) relating to continuing contracts expected (o veduce in 2020 due to
additional payrments on account {DFRP) and reduction in transformation spend. Other working capital related cash reflected actions taken to

improve working capital which will continue in to 2020,

Taxation has moved from a cash inflow in 2018 to an outflow in 2019, reflecting corporation tax repayments received in 2018 following the

adoption of IFRS 15.

As expecled, net capital expenditure increased in 2019 in line with the transformation objectives as the investment in property and IT

infrastruciure increased, and investment in fechnology and growth ramped up.

1. Qefinilions of the alterative perfprmance measures and related KPF's can be found In seciion 8.2
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Section 2: Results for the year continued

2.1 Contract accounting
At 31 December 2019, the Group had the following results and balance sheet items related to long-term contracts:

2018 2018

Notes Etnt £rn

Lang-term contractual adjusted revenue 22 26154 27284
Deferred income 1,061.0 1,257.6
Contract fulfilment assets 313 2758 264.2°
Onergus contract provisions 36 6.1 7.4

Background
The Group operates a number of diverse businesses. The majority of the Group's revenue is from contracts greater than two years in duration

{long-tarm contractual), 72% of Group adjusted revenue in 2019 (2018: 72%).

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 for the customer.
The outcome is a high quality solution that addresses a customer's needs, deliverad consistently over the life of the contract.

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

Contract fulfilment assets are recognised for those costs qualifying for capitatisation and the utilisation of these assets is recognised over the
contract term. The cash received from our customers reflects when the costs are incurred 10 {ransform, restructure and run the service. This
results in income being deferred and released as the Group continues to deliver against ils cbligation to provide services and solutions to its

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

I Fied ssset Hly Contract == FRS15  — Cash
depreciation lifetirme profit revenue  recieved
and contract
fultitment

Inflectlan point assat utfisation
~
:
&--- Transformation phase - | oo essmmoeasinn e BAU PRASE - ---ectcmm e
:
initial loss : Deferred
N income
H

------ e

Target

i
g Operating mode! g
= at service ) operaling :
-] Cor Operating costs
- commencement pa R " modet 9
S
Lt
~
& 5 Time N
Higher level of uncertatnty in iifetime profitability Reduced level of uncertainty in lifetime profitability

o 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 1) the
recoverability of contract fulfilment assets and 2) completeness of orieraus contract provisions. These judgements are dependent on assessing

the contract’s future profitability.

It should be noted while management must maks judgamants in relation to applying the revenue recognition policy and recognition related
balance sheet items (trade receivables, deferred income, accrued income} these are not considered significant judgements (refer to note 2.2 for
the Group's policies).
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‘Section 2: Results for the year continued

2.1 Contract accounting continued

Assessing contract profitability

In assessing a conlract’s future lifetime profitability, management must estimate forecast revenue and costs to both transform and run the service
aver the remaining contract term. The ability to accurately forecast the outcomes invotves estimates in respect of. costs 10 be incurred; cost
savings 1o be achieved; future performance against any contract-specific key performanca indicators (KPls) that could trigger variable
consideration or service credits, and the autcome of any commercial negotiations.

The level of uncertainty in the estimated fulure prafitability of a contract is direcily related to the stage of the life-cycle of the contract and the
complexity of the performance obligations. Contracts in the transformation stage and pre-inflection, are considered 10 have a higher level of
uncertainty due to:

« the ability to accurately estimate the costs to deliver the transformed pracess;

« the dependency on the customer to agree to the specifics of the transformation, for example where they are invoived in signing off that the new
process or the new technical solution desigried by Capita meets their specific requirements; and

+ the assumptions made 1o forecast expectad savings in the target operating mode!.

Those contracts which are post-inflection and in BAU stage tend 1o have a much lower level of uncertainty in estimating the contract future
profitability,

Recoverability of contract fulfilment assets and completeness of onerous contract provisions

Management first assesses whether the contract assets are impaired and then further considers whether an onerous contract exists. The Audit
and Risk Commitiee specificaliy review the material judgements and estirates and the overall approach in respect of the Group's major contracts
for each reporting period, including comparison against previous forecasts. Major contracts include these that are material in size or risk to the
Group's results. Other contracts are reported to the Audit and Risk Commitiee as deemed appropriate. These contracts are coliectively referred to
as “major contracts” in the remainder of this note.

The major contracts contributed £1.4bilkon (2018: £1.3billion) or 39% (2018: 35%) of Group adjusted revenue. Non-current contract fulfiiment
assets as at 31 December 2018 were £275.8m, of which £80.7m (2018: £55.2m) related ta major contracts with on-going transtormational
activities. The remainder relates to contracts post transformation and includes non-major contracts. :

The major contracts, both pre and post transformation, are rated accarding to their financial risk profile, which is linked to the level of uncenrtainty
ovar future assumptions. For those that are in the high and medium rated risk categories the associated non-current contract fulfiment assets in
aggregate were £52.4m at 31 December 2019 (2018: £37.5m). The recoverability of these assets is dependent on no significant adverse change
in the key contract assumptions arising in the next financial year. The deferred income associated with these contracts was £243.6m at 31
December 2018 (2018: £336.3m) and is forecast to be recognised as performance obligations continue to be delivered over the life of the
raspective contracts,

Following these reviews, as outlined in note 3.1.3, contract tulhiment asset provisions for impairment ot ¥4.6m {(2U018; £22.2m) were identified and
recognised within adjusted cost of sales, of which, £2.2m {2018 £22.2) relates fo contract fulfilment assets added during the pericd. There were
no material onerous contracl provisions recognised in the period.

Given the guantum of the relevant contract assets and liabilities management has considered the nature of the estimates noted above and
concluded that it is reasonably possible, on the basis of existing knowledge, that outcomes within the next financial year may be different from
management’s assumptions and could require a material adjustment to the carrying amounts of contract assets and onerous cantract provisions.
However, as noted above, £80.7m of non-current cantract fulfilment assets relates to major contracts with on-going transformational activities and
£52.4m of non-contract fulfiiment assets relates to the highest and madium rated risk category. Due to the level of uncenainty, combination of
variables and timing across numerous contradts, it is not practical to provide a quantitative analysis of the aggregated judgements that are
applied, and management do not believe that disclbosing a potential range of cutcomes on a consolidated basis would provide meaningful
information to a reader of the accounts. Due to commercial sensitivities, Capita does not specifically disclose the arnounts involved on any
individual contract. Additional information, which does not form part of the financial statements, on the results and performance of the underlying
divisions including the outlook on certain contracts is set out in the strategic report.

2,2 Revenue including segmental revenue

@ Accounting policies

Revenue
The Group generates revenue largely in the UK and Europe. The Group operales a number of diverse businesses and accordingly applies a
variety of methads 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 performance obligations and an assessment of when control is
transterred to the customer.

Revenue is recognised either when the performance obligation in the contract has been performed {so 'point in time' recognition) or ‘over time' as
control of the perfarmance obligation is transterred to the customer.

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

The Group entars into contracts which contain extension periods, where either the 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 tlerm. The term of the contract impacts both the period over
which revenue from perormance obligations may be recognised and the period over which contract fuifitmant assets and capilalised costs to
obtain a contract are expensed.
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Section 2: Results for the year continued

2.2 Revenue including segmental revenue continued

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

(i) distinct - to be accounted for as separaie perfformance obligations;
(i} not distinct — to be combined with other promised goods or services urdtil a bundle is identitied that is distinct, or
(iijpart of a series of distinct goods and services that are substantially the same and have the sama pattern of fransfer to the customer.

At contract inception the total transaction price is estimated, being the amount to which the Group expects 1o be entitled and has rights 1o under
the present contract. This includes an assessment of any variable consideration where the Group's performance may result in additional revenues
based on the achievement of agreed KPIs, Such amounts are only included based on the expected value or the most likely outcome method, and
only to the axtent that it is highly probable that no revenue reversal will occur.

Tha transaciion price does nol include estimates of consideration resulting from change orders for additional goods and services unless these
are agreed.

Once the total transaction price is determinad, the Group allocates this to the identified performance obligations in proportion to their refative
stand-alone selling prices and recognises revenue when (or as) those performance obligations are satisfied.

The Group infrequently sells standard products with observable stand-alone prices due to the specialised services required by clients and
therefore the Group applies judgement to determine an appropriate standalone selling price. More frequently, the Group sells a customer bespoke
soilution, and in these cases tha Group typically uses the expected cost-plus margin or a contractually stated price approach lo estimale the
stand-alone selling price of each performance ohligation.

The Group may otfer price step downs during the life of a contract, but with no change to the underlying scope of services to be delivered. in
general, any such variable consideration, price step down or discounl is included in the total transaction price 1o be allocated across alf
perfarmance obligations unless it relates to only one performance obligation in the contract.

For each perforrnance obligation to be recognised over time, the Group applies a revenue recognition method that faithfully depicts the Group's
performance in transferring control of the goods or services to the customer. This decision requires assessment of the real nature of the goods or
services that the Group has promised to transier to the customer. The Group applies the relevant output or input method consistently to similar
performance obligations in other contracts.

When using the output method, the Group recognises revenue on the basis of direct measurements of the value 1o the customer of the goods
and services transferred to date relative 1o the remaining goods and services under the contract. Where the oulput mathod is used, in particutar
for fong-term service contracts where the series guidance is applied, the Group often uses a method of time elapsed which requires minimal
estimation. Certain long-term contracts use output methods based upon estimation of number of users, level of service activity or fees collected.

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

Contract modifications

The Group's conlracts are often amended for changes in contract specifications and requirernents. Contract modifications exist when the
amendment either creates new or changes the existing enforceable rights and obiigations. The efiect of a contract modification on the transaction
price and the Group’s measure of progress for the performance obligation to which it relates, is recognised as an adjustment lo revenue in one of

the following ways:

a) prospectively as an additional separate contract;

b) prospectively as a termination of the existing contract and creation of a new contract;
¢) as part of the ariginal contract using a cumulative catch up; or

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

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

‘The facts and circumstances of any contract modification are considered individually as the types of modifications will vary contract by cantract
and may rasult in different accounting cutcomes.

Judgament is applied in relation to the accounting for such modificalions where the final terms or legal contracts have not been agreed prior to
the pericd end as management need to determine if a modification has been approved and if it either creales new or changes existing
enforceable rights and obligations of the parties. Depending upon the outcome of such negatiatians, the timing and amouni of revenue
recognised may be different in the relevant accounting periods. Modification and amendments to contracts are underlaken via an agreed formal
process. For example, if a change in scope has been approved but the corresponding change in price is still being negotiated, management use
their judgement 1o estimate the change 1o the total transaction price. Importantly, any variable consideration is anly recognised to the extent that it
is highly probable that no revenue reversal will 0Cour.

Principal versus agent

The Group has arrangements with some of its clients whereby it needs to determine if it acts as a principal or an agent as more than one party is
involved in providing the goods and services 1o the customer. The Group acts as a principal if it controls a promised good or service before
transferring that good or service 10 the customer. The Group is an agent it its role is to arrange for another entity to provide the goods or services.
Factors considered in making this assessment are most notably the discretion the Group has in establishing the price for the specified good or
service, whether the Group has inventory risk and whether the Group is primarily responsible for fulfilling the promise to deliver the service or
good.

This assessment of control requires judgement in particular in relation to certain service contracts. An example is the provision of certain
recruitment and learning services where the Group may be assessed to be agent or principal dependent upon the facts and circurnstances of the
arrangemeant and the nature of the services being delivered.

Where the Group is acling as a principal, revenue is recorded on a gross basis. Where the Group is acting as an agent, revenue is recorded at a
net amount reflecting the margin earned.

Notes 1 1ha consotidated financial sigtements Caplte pic Annua! Rgport 2019 123



Financial Notes to the
statements consolidated
financial statements

Section 2: Results for the year continued

2.2 Revenue including segmental revenue continued

Licences
Software licences delivered 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 ot whether a licence is active or passive involves judgement.

The key determinant of whether a licence is active is whether the Group is required to undertake continuing activities that significantly affect the
licensed intellectual property (ot the cuslomer has a reasonable expectation that it will do so) and the customar is, therefore, exposed to positive
or nagative impacts resulting from those changes. The Group is in a majority of cases 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 stand-alone
functionality are treated as passive licences.

When software upgrades are sold as part of the software licence agreement (i.e. software upgrades are promised to the customer), the Group
applies judgement to assess whether the software upgrade is distinct from the licence {i.e. a separate performance obligation. If the upgrade is
considered fundamenial to the engoing use of the softwara by the customer, the upgrades are not considered distinct and not accounted for as a
separate performansce obligation.

The Group considers for each contract that includes a separate licence performance obligation all the facts and circumstances in determining
whether the licence revenue is recognised over time (‘active’} or at a point in time ('passive’) from the go live date of the licence.

Deferred and accrued income

The Group's customer contracls include a diverse range of payment schedules dependent upon the nature and type of goods and services being
provided. This can include performance-based payments or progress payments as well as regular monthly or quarlerly payments for ongoing
service delivery. Payments for transactional goods and servites may be at delivery date, in arrears or part payment in advance. Qur long-term
service contracts tend to have higher cash flows early on in the contract 1o cover transformational activities.

Where payments made to date are greater than the revenue recognised to date at the period end date, the Group recognises a deferred income
contract liability for this diference. Where payments made are fess than the revenue recognised at the period end date, the Group recognises an
accrued income contract asset for this difference.

Al each reporting date, the Group assesses whether there is any indication that accrued income assets may be impaired by considering whether
the revenue remains highly prabable that no revenue reversal will occur. Whare an indicator of impairment exists, the Group makes a formai
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 recoverabie amount.

Contract types

The Group disaggregates revenua from contracts with customers by contract type, as management believe this best depicts how the nature,
amount, timing and uncertainty of the Group's revenue and cash flows are affected by economic factors. Categories are: ‘long-term contractual —
greater than two years’, and ‘short-term contractual — jess than two years, and transactional’ Years based from service commencement date.

Long-term contractual — greater than two years
The Group provides a range of senvices in the majority of its repertable segments under custamer contracts with a duration of more than two
years. The nature of contracts or perfarmance obiigations categorised within this revenue lype is diverse and includes:

(i) long-term outsourced service arrangements in the public and privata sectors; and
(ii) active softwara licence arrangemerts.

Majority of the long-term contractual contracts form part of a series of distinct goods and services as they are substantially the same service; and
have the same pattern of transfer (as the series constitutes services provided in distinct time increments (eg daily. monthly, quarterly or annual
services)) and therefore treats the series as one performance obligation.

Short-term contractual — less than two years
The nature of contracts or performance obligalions categorisad within this revenue type is diverse and includes:

{i) short-term outsourced sarvice arrangements in the public and private sectors; and
(i} software maintenance contracts.

The Group has assessed thal maintenance and support (i.e. on-call support, remots support) for software licences is a performance obligation
that can be considered capable of being distinct and separately identifiable in a contract if the customer has a passive licence. These recurring
services afe substantially the same as the nature of the promise is for the Group to 'stand ready’ to perform maintenance and suppart when
required by the customer. Each day of standing ready is then distinct from each following day and is transterred in the same pattern to the
customer.

Transactional {point in time) contracts

The Group delivers a range of goods or services in all reportable segments that are transactional services fos which revenue is recognised at the
point in time when control of the goods or services has transferred 10 the custorrier. This may be at the point of physical delivery of goods and
acceptance by 2 customer or when the customer obtains control of an asset or service in a contract with custorner-specified acceptance criteria.

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

(ii) passive software licence agreements;

{iiijcommission received as agent from the sale of third-parly software; and

{ivifees received in relation to delivery of professionat services.
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Section 2: Results for the year continued

2.2 Revenue including segmental revenue continued

2.2.1 Segmental revenue

The Group's operations are managed separately according 1o the nature of the services provided, with each segment representing a strategic
business divisicon offering a different package of client outcomes across the markets the Group serves. A description of the service provision for
each segment can be found in the strategic report on pages 20-31.

The tables below present ravenug for the Group's business segments for the years 2012 and 2018. As discussed in the strategic report on pages
9-11, a new Consulting division was created in 2019, For segmental reporting, Consulting is aggregated within the "Greup trading and central
services’ segment. The division was formed following the transfer of businesses from the Scftware segment and the recruitment of additional
resources. During 2019, there were transfers of businesses between the Specialist Services and Technology Solutions segments. Comparative
informatian has been restated accordingly.

Adjusted revenue, excluding results from businesses exited in both years (adjusting items), was £3,647.4m (2018: £3,814.7m), an organic decline
of 4.4% (2018; 6.7%).

Group
tradin
People Customer Govemnment TYechnology Spectalist un‘ur'.al Total Adfuating Total
Year endad Soth Saolutl Manag " Services Salytions arvicas sorvices adjusted ltema  reported
31 Decemnber 2019 Nates £m €m £m £m £m £m £m £m £m £m
Continuing operations
Long-term contractual ' Aa318 3133 5526 673.7 297.% 432.2 147 2,6154 23.5 263849
Short-term contractual ar.e 348 248.1 14.6 41.5 183.9 24 563.2 04 563.6
Transactional (point in time} 57 1524 17 B89.6 80.7 128.4 0.3 4688 7.3 476.1
Total segment revenue 3754 5005 802.4 777.9 429.3 744.5 174 36474 31.2 3,6786
Trading revenue 434.7 700.5 9190 8g2.7 631.8 828.1 65.6 4,382.4 — 43824
Inter-segment revenue (59.3) (200.0) (116.8) {24.8) (2025} (836) {(48.2) (735.0) —  (735.0)
Total adjusted segment
revenue 3754 5005 8024 T77.9 429.3 744.5 17.4 3,6474 — 3,6474
Business exils — frading 2.8 — 55 — — — 257 — —_ 3.2 31.2
Total segment revenue 3754 506.0 802.4 T77.8 429.3 710.2 17.4 — — 3,6786
Year ended
31 Qecember 2018
Continuing operations
Leng-term centractual 3374 2964 571.2 657.9 298.5 540.4 26.6 2,728.4 453 27737
Short-term contractual 34.7 38.0 229.5 292 55.2 200.5 —  BE7A 47.7 634.8
Transactional (point in time) 7.8 160.2 1.9 934 86.0 146.4 35 499.2 10.7 509.9
Total segment revenue 379.9 4946 802.6 780.5 439.7 887.3 301 38147 103.7 39184
Trading revenue 4259 6449 912.8 810.0 B679.5 959.2 783 45106 -  4,510.6
Inter-segment revenue (46.0) (150.3) (110.2) {29.5) (239.8) (71.9) (48.2) (695.9) - {695.9)
Tota! adjusted segment
revenue 379.9 4846 802.6 780.5 439.7 B87.3 301 3.814.7 — 38147
Business exits — trading 28 — 5.9 — — — 97.8 — — 1037 103.7
Total segment revenue 379.9 500.5 802.6 780.5 439.7 985.1 30.1 — — 39184
Geographical lecation
The table below presents revenue by geographical location.
2019 2018
United United
Kingdom Other Total Kingdem Onhgr Total
£m tm Em £m Em £m
Revenue 3,358.4 320.2 3.678.6 3,609.7 308.7 3.918.4
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Section 2: Results for the year continued
2.2 Revenue including segmental revenue continued

2.2 2 Order book

The tahles below show the arder book for each division, categorised into long-term contractual (contracts with length greater than twa years) and
short-term contractual (contracts with iength less than two years). The length of the contract is calculated from the start of the service
commencement date. The figures reprasent the aggregate amount of currently contracted transaction price allocated 1o the performance
obligations that are unsatistied or partially unsatisfied. The Group's order book has declined as contract wins in the year have not offset revenue
recognised in the year. Revenue expected to be recognised upen satisfaction of these performance cbligations is as follows:

Group
tradl
Pocple  Customes Govamment Technology  Speclaia U ongAnd

Order book 5 5 Servicas Solutlana ervices functiona Toral
31 December 2018 €m £€m £m £m £m £m £m
Long-term contractual 496.7 497.2 1,697.2 2,328.4 344.0 1,108.0 2.9 6,474.4
Short-term contractual 81.7 — 26.5 —— 45.7 83.7 7.6 245.2
Total 578.4 497.2 1,723.7 2,328.4 389.7 1,191.7 10.5 6,719.6
Group trading
People Customer  Govemment Technology ?:eiaist and central
Ordar boak Software Solutions  Managememnt Services Solutions rvices tunctions Toral
31 Decembar 2018 £m £€m £m £m £m @mn £m
Long-term contractual 554.9 715.3 20122 2,187.5 380.4 1,224 19.7 7.003.7
Short-term contractual — — — — — 2.3 — 23
Total 554.9 7153 2.012.2 2,187.5 380.4 1,226.4 19.7 7,086.0

The table below shows the time bands of the expected timing of revenue to be recognised on long-term contractuat at 31 December 2019:

Tomrenl tndins rand
Time bands of lang-term Soft Solufins  Mansgemant Servicas Sohutions Services ,un"::"l‘;'“'u' Total
contraciusl in order book tm £m tm £m £m tm 'm
< 1 year 176.5 289.7 559.0 408.0 141.8 266.8 2.0 1,843.8
1-5 years 285.6 205.2 1,056.6 1,260.1 155.6 558.8 0.9 3,522.8
> 5 years 34.6 2.3 B1.6 660.3 46.6 282.4 — 1,107.8
Total 496.7 497.2 1,697.2 2,328.4 344.0 1,108.0 29 6,474.4

The ordar book represents the considaration to which the Group will be anlitled to receive from the customers when the Group satisfes the
remaining performance obligations in the contracts. However, the total revenue that will be earned by the Group will &lso include non-contracted
volumetric revenue, new wins, scopa changes and anticipated contract extensions. These elements have been excluded from the figures in the
tables above as they are not contracted. in addition, revenue from contract extensions is also excluded in the order book unless they are pre-
priced extensions whereby the Group has a legal binding cobligation 1o deliver the performance obligations during the extension period. The total
revenue related to pre-priced extensions that has been included in the tables above amounted to £605.4m (2018: £508.0m). The amounts
presented do nat include orders for which neither party has performed and each party has the unilateral right to terminate a wholly unperformed
contract without compensating the other party.

Of the £6.7hillion (2018: £7.1billion} revenue to be earned on long-term contractual, £4.4billion (2018: £4.1hillion) reiates 1o major conlracts to the
Group. This amoun! excludes revenue that will be darived from frameworks {transactional {(point in time) coniracts), non-contracted velumetric
revenue, non-contracted scope changas and future unforeseen velume changes from these major contracts, which together are expected 1o
contribute an additional £1.8billion (2018: £2.1hillion) of revenue 1o the Group over the life of these contracts.

No single customer makes up more than 10% of the Group's revenues.

2.2.3 Deferred Income
The Group's deferred incarne balances solely relate to revenue from contracts with customers. Revenue recognised in the reporting period that
was included in the deferred incomie balance at the beginning of the period was £1,119.3m (2018: £1,220.8m).
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Section 2: Results for the year continued

2.3 Operating profit
2.3.1 tems charged/(credited) to operating profit

209 2018

Notes Em £m

Depreciation of property, plant and equipment 32 60.3 60.1
Depreciation of right-of-use assets 3.5 99.2 —
Impairment of property, plant and equipment ) 3.2 147 6.1
Amortisation of intangible assets 33 814 114.6
Impairment of intangible assets 33 13.8 61.7
Loss on sale of property, plant and equipment and intangibles 1.8 1.4
== - Minimum lease payments recognised as an operating lease expense . . . N , - 114.7
Foreign exchange differences 29 {9.6)
Restrueturing costs 24 159.4 110.0
Contract fulfilment asset utilisation, impairment and derecognition 3.13 102.3 127.5
Caontract termination gains {13.3) (6.7}
Accelerate deferred income unwind net of contract fulfilment asset releases relating 1o contract {24.9) {15.2)

The table above includes ilems within reported operating profit.

Contract fulfilment asset utilisation, impairment and derecognition: the Group undertook a comprehensive review of its major contracts to
idantity indicators of impairment of contract fulfiment assets. Fellowing this review, managemant provided against costs capitalised as contract
fulfitment assets of £8.6m (2018: £22.2m) within cost of sales.

Contract termination gains: customer contracts usually centain provisions to compensate the Group for exit costs and future profits in the event
of early termination. In-year customer contract terminations in Government Services for customer convenience have led to associated exit fees
earned by Capita of £9.6m (2018: £6.7m) being recorded as income in-year and £4.0m of fees retaining to final settlernent of the prior year
Prudential contract terminatior.

Accelerated deferred income unwind: in 2019 the Group recognised gains of £24.9m related to accelerated deferred income unwind and
associated contract fulfilment asset derecognition. This primarily related to a contract in the Specialist Services division where the scope of our
services changed due to the renewal of the contract. The other gains related to handbacks of various services in contracts within our Government
Services division and the extension of a contract in Customer Managemenrt. In 2018 the gains of £15.2m related to the termination of two
contracts in the Specialist Services division, the administration of Prudential's life and pensions business and our general insurance contract with
Marsh.

Minimum lease payments: the implementation of IFRS 16 in 2019 has resulted in the recognition of a lease liability on the balance sheet.

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

2019 2018
£m £m
Audit and audit-related services
The audit of the Company and Group financial statements ar 3.2
The audit of the financial slatements of subsidiaries of the Company 2.2 1.8
Total audit and audit-related services 5.9 5.0
Non-audit services :
Other assurance services 0.2 1.6
Total non-audit services 0.2 1.6
Total audit and non-audit services 6.1 6.6
Total non-audit fees in respect of 2019 related to the review of interim results,
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Section 2: Results for the year continued
2.4 Adjusted operating profit and adjusted profit before tax

@ Accounting policies

IAS 1 permits an entity to present additional information for specific items to enable users 10 befter assess the entity’s financial performance.

The Board has adopted a pelicy to separaiely disclose those items that it considers are outside the underlying operating results for the particular
year under review and agzainst which the Group's performance is assessed. In the Directors' judgement, ihese need to be disclosed separately by
virtue of their nature, size and/or incidence, in order for users of the financial statemenis 1o obtain a proper understanding of the financial
information and the underlying in-year performance of the business. Accordingly, these items are also excluded in the discussion of divisional
performances 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 68—77 Those items which relate to the ordinary coursa of the Group's operating activities remain within adjusted

profit.
The items below are excluded from the adjusted results:

Opers gy

. 2010 ' 2018 l 2018 | 2018

oles £m £m £m £m
Reported 0.4 34.9 (62.5) 2726
Amartisation and impairment of acquired intangibles 3.3 49.9 1435 49.9 1435
impairment of goodwill 3.4 414 338 41.4 338
Impairment of loans and invesiments — 16 — 1.6
Litigation and claims (0.7) (1.8} (0.8} (1.8)
GMPF and retirement age equalisation 5.2 — 5.4 — 5.4
Met finance costs 4.3 — — 6.3 { 188
Contingent consideration mavements 4.5 (1.4} {5.0) {1.4) (5.0)
Business exit — trading 2.8 16.7 (17.7) 16.7 (17.7)
Business exit - non-frading expenses 28 52.1 29.7 521 29.7
Business exit ~ (gain)/loss on disposals 2.8 — -— —_ (309.7)
Significant restruciuring 159.4 110.0 159.4 110.0
Impact ot IFRS 16 5.4 {11.7) — 14.0 —
Adjusted L 306.11 3344 | 275.01 281.2
1. Adjusted operaling profit decreased by 8.5% (2016: 26.6%) and adjusted profil belore tax decreased by 2.2% (2018: 26.4%,). Adjusted aperaling profit of £306.tm (2016; £334.4m) was

generated on adjusted revenus of £3,6474m (2018: £3.814.7m) resulling in an adjusted operaling profit margin of £.4% (2038: 8.8%).
2. The tax charge on adjusted profit before tax is £43.5m1 (2018. £27.2m) resulting in adjusied profit after tax of £231.5m {2018: £354.0m).
3. The 2018 adjusted operating profit and adjusied profit belore tax has been restated kor busiess exils in 2019, This has n perating profit ing trom £335.3m to
£334.4m and adjusted profit belom tax decreasing from £282. 1m 10 £281.2m.

Amortisation and Impairment of acquired intangible assets: the Group recognised acquired intangible amortisation of £50.3m (2018:
£86.7m) of which £0.4m relates ¢ business exits (2018: £4.8m) and impairment of £nil (2018: £61.7m).

impairment of goodwill: goodwill is subject to annual impairment testing and any impairment charges are reported separately. Refer to note 3.4
for further details. .

Litigation and claims: the gain in 2019 is the net movement in historical provisions for liigation and claims which were excluded from adjusted
profit when originally recognised due to their age and size.

The gain of £1.8m in 2018 arises from a release of £5.5m in respeci of the above provisions recognised in 2017, off-set by a loss from the
derecognition of an insurance asset of £3.7m. The original claim 1o which the asset related was excluded from adjusted profit due to its nature
and size,

Net finance costs; net finance costs excluded from adjusted profits includes the movements in the mark to market valuation of certain financial
instruments.

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 results. -

Significant restructuring: in January 2018, the Group announced a muiti-year transformation plan. In 2019 a charge of £159.4m (2018: £110.0m)
was recognised in relation 10 the cos! of the transformation plan. The costs include the following:

+ Cost to realise cost savings and efficiencies from the transformation plan £80m (2018: £55m): including significant reductions in
overheads, the elimination of duplicate joles and management layers, and the Group's operational excellence programme which will improve
the consistency of our operations, reduce spans and layers, increasing the use of off-shoring and automation, adopting lean meihodolagies and
being smarter in terms of how we work. These costs also include engaging the Group's property expertise to rationalise and increase the
utilisation of Capita's property estaie, in metro centres and regionally As the Group continuss to rationalise the property estate cost associated
with onerous lease commitments and dilapidation liabilities will be captured and presented as part of the transformation adjustments.
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2.4 Adjusted operating profit and adjusted profit before tax

+ Professional fees £26m (2018: £31m): incurred to suppart reigniting sales growth and increasing the proportion of centrally controlled spend,
consolidating the supplier base and leveraging the Group’s scale.

« Transformation of central Group functions £53m (2018: £6m): investment in programmes to improve the Group’s central functions, including
finance, sales, HR and IT. Alt costs associated with these programmes are recorded separately, excluding any costs capitalised as part of the

A investment and the ongoing depreciation and amortisation of such assets.

Impact of IFRS 16: the adoption of IFRS 16 has had a significant impact on the Group's financial statements and this has been excluded from

adjusted profit to enable cormnparability of adjusted results as the comparable figures hava not been restated, Delails of the change in the Group's

accounting policy in respect of lease accounting and an analysis of the impact of adopting IFRS 16 are set out in note 6.4.

2.5 Segmental information

Financial

statements

The Group's operations are managed separately according to the nature of the services provided, with each sagment representing a sirategic
business division offering a different package of client outcomes across the markets the Group serves. A description of the service provision for
each segment can be found in the strategic report on pages 20-31.

The tables below present trading result for the Group’s business segments for the years 2019 and 2018. As discussed in the strategic report on
pages 9-11, a new Consulting division was created in 2019. For segmental reporting, Consulting is aggregated within the *Group trading and
central services” segment. The division was formed following the transfer of businesses from the Software segment. During 2019, there were
transfers of businesses between the Specialist Services and Technclogy Sclutions segments. Comparative information has been restated

accordingly.

Information on segmental revenus can be found in note 2.2

Group
trading
— W W g o B o T - =
31 December 2049 Notes £m £m £m tm £m £m om £m £m £m
Adjusted operating profit 2.4 102.9 349 54.9 56.8 50.7 1417  (137.8) 30641 —_ 3061
Restructuring 2.4 (5.8) {34.2) (7.9) (2.6) {6.8) {7.2} (94.9) —  (158.4) (159.4)
Business exits - {rading 28 — (11.8) —_ — — {4.9) —_— — (16.7) (16.7)
Total trading resul g7.1 (11.1) 47.0 56.2 43.9 129.6 (232.7) 3061 (176.1) 130.0
Non-trading items:
Business exits — non-trading 28 — (52.1) {52.1)
Other adjusting items 2.4 — (77.5) (77.5)
Operating profit 306.1  (305.7) 0.4
Year enced
31 December 2018 Notes
Adjusted operating profit 24 109.6 45.0 41.7 40.3 538 128.6 (84.6) 3344 _ 334.4
Restructuring 2.4 {9.5) (12.5) {11.8} 6.3) (4.4) (14.4) (51.1) — (1100 (110.09)
Business exits — trading 2.8 — {3.7) 0.3 — e 211 — — 17.7 17.7
Total trading result 1001 2.8 30.2 34.0 49.4 135.3 (135.7) 3344 (92.3) 2421
Nan-frading items:
Business exits — non-trading 2.8 —_ (29.7) {(29.7)
Cther adjusting items 24 —  (177.5) (177.5)
Cperating profiti{loss) 334.4 (299.5) 34.9
Geographical location
The table befow presents the carrying amount of non-current assets by the geographical location of those assets.
2018 2018
United Unded
Klngdg OHE:‘r To’:l: Kingdgm mrélg': Tn;,‘;‘:],
Non-current assels 1,792.8 55.9 1,848.7 2,040.3 51.4 2,091.7
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Section 2: Results for the year continued
2.6 Taxation

@ 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 enacled or substantively enacted
at the balance sheet date, and any adjustment to tax payable in resped! of previous years.

Deferred tax is provided, using the liability methed, on all temperary diffsrences at the balance sheat date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes.

Deterred tax liabilities are recognised for all taxable temporary difierences:

+ except where the deferred tax liability arises from the initial recognition of goodwill;

» except where the deferred tax liability arises from the initial recognition of an asset or kability in a transaction that is not a business combination
and, at the tirne of the transaction, affects neither the accounting profit nor taxable profit or loss; and

« in respect of laxable temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, except where
the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and unused tax josses, to the
extent that it is probable that taxable profit will be available against which the deductibte temporary differences and the carry-forward of unusead
tax assets and unused tax losses can be ulilised, 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 faxabie profit or loss.

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

Deferred tax assets and liahilities are measured at the tax rates that are expected to apply 1o the year when the asset is realised or the liability is
settled, based on tax rates {and tax laws) that have been enacted or substantively enacted at the balance sheet date.

2.6.1 Income tax charge on adjusted profit before tax

The income tax charge of £43.5m on adjusted profit before tax’ resulted in an adjusted tax rate of 15.8% (2018: income tax charge of £27.2m and
adjusted tax rate 9.7%). The adjusted tax rate is returning to a level closer 1o the UK corporation tax rate of 19%. (n 2019, the difference from the
UK staiutory rate of 1ax is predominantly dus to:

« the release of some of the uncertain tax positions relating to tax expenses which are no longer considered likely 1o arise, due o expiry of statute
of limitation (note 2.6.4),

* prior year adjustments to align the tax positions to filed 1ax returns, and

* an unremitted earnings charge in respect of potential dividend distributions from subsidiaries subject to dividend withholding taxes levied by the
overseas tax jurisdictions in which the subsidiaries operate {(note 2.6.3).

2.6.2 Income tax charge

The income tax credit of £3.5m on reported loss before tax of £62.6m resulted in an effective tax rate of 5.6% (2018: income tax credit of £0.9m
on profit of £272.6m and effective 1ax rate of (0.3)%). This is different from the UK statutory rate of tax of 19% predominantly due ta non-
deductible intangitle impairment and an unremitied earnings charge, together with the release of uncertain tax provisions and alignment of
positions to filed tax returns. The 2018 effective tax rate is further impacted by the non-taxable profit on disposal, detaited further in the tax
reconciliation.

The major components of income tax charge/(credit) for the years ended 31 December are set out below:

" 2m8 20i8
< lidated incorme 1t £m fm
Current income tax
Current income tax charge 105 1141
Adjustment in respecl of prior years ) (2.1) (7.0}
Deferred tax
Qrigination and reversal of temporary diffarences {3.5) 5.6
Adjustment in respect of priof years {8.4) (10.8)

{3.5) 0.9)
2019 2018
C of D { . £m £m
Income tax on cash flow hedges (0.3) {0.1)
Deferred tax movement in relation to actuarial losses on defined pension schemes } (18.1) 22.9
(18.4) 22.8
130 Caplta plc Annual Report 2018




Financial

statements

Section 2: Results for the year continued

2.6.2 Income tax charge continued

2018 2018
= of ges n equity £m £m
Defarred tax movement in relation to share based payment - {0.8) (0.4)

(0.8) (0.4)

The reconciliation between both the total tax and the current tax charge/(credit) and the accounting profit multiplied by the UK corporation tax rate
for the years ended 31 December is as follows:

Totatl tax Current tax

amg 2ms 2019 2018

em em €m  Em

(Loss)/prafit before tax ) {626) 2726 {62.8) 2726

(11.9) 518  (119) 518
@y 7.0 (1) (7.0

Notional {credit)/charge at UK corporation tax rate of 19% (2018: 19%)
Adjustments in respect of current income 1ax ol prior years

Adjustments in respect of deferred tax of prior years {8.4) (10.6} — —
{Non-taxable income)/ncn-deductible expense — adjusted {0.3) 43 {0.3) 43
Non-deductible expenses — business exit 0.3 4.2 0.3 4.2

Non-taxable income - specific iterns {0.3) (1.0} {0.3) (1.0
Profit on disposal {0.1) (35.9) {0.1) (36.4)
Difference in rate recognition of temporary differences —_ {4.6) — —

@ Do e

Non-deductible goodwill impairment h 14.6 11.0 14.6 1.0
Tax provided on unremitted eamings i 2.6 128 — —
Attributable to different tax rates in overseas jurisdictions j (0.7) 09 (0.7) 0.9
Movement in deferred tax unrecognised k 23 {27.3) 23 3.0
Movement in uncertain tax positions | 0.5 —_ 0.5 —_—
Accounting depreciation in excess of fixed asset tax deductions —_ — 15.9 155
Current tax impact on other timing differences m — — (9.2) {3.5)
Utilisation of losses in current period n — —_ ©0.7) (0.4)
Transitional tax adjustment on adoption of IFRS 15 0 s - — {38.3)
-7 . : -

?1! 3“:; n/e‘:’ffé%t;\ée ‘tlostE/L )Iax rate of 5.6% (2018: {0.3)%) and the effective current tax rate of a (a.5) 0.9) 83 a1
Tax (credit)charge reported in the income statement ) (3.5) {0.9} 8.3 4.1
a. The 2019 current tax d\a:ge of EB Sm {2018: £4.1m) results in an effective curren! lax rate of {13.4)% ((16.8)% i prior year adjustmenis are excluded), which is differant lrom the UK staltory
rats of tax of 19% pt e to depreciation, amortisation and impairment of fixed assets excending tha tax deductions on the same assets. The impact ol diffaring gverseas tax rates

is minimsl and covered in bolnata] belnw

The £2.1m prior yoar cradit adjustmant includes: {i) E7.2m credit caused by resolving some af the Group's previously uncerlain tax posilions; (ii} a £8.4m debil relating 1o adjusimeants which
have a carr W) prior-yaar income 1ax mpact; and {iif) £3.2m cradit lollowing the finalisation of submitted tax returns.

. Credits which have a comesponding prior year cument income tax impact and true ups of temporary diflarences.

Highar in 2018 mainly dua ¥ non-daductivle depreciation and acoounling losses on dispesal on non-qualllylng assels.

Busingss £xit: relates ta non-deduclible costa nssocmled with the businesses detailed in note 2.8.

Specific items: ralales to non-taxable i  rel detailed in note 2.4.

Retates to tha application of the UK tax exempbon on subistaniial sharehoidings to refavan! disposals.

Retales to lhe inwangiblte assel impairments as detailed further in notes 2.4, 2,8 and 3.4,

Movernant on the daferred income tax hab!luy recogmsad on the urvemitted earnings al those subsidiaries aftected by withhakding taxes.

Mainly relgtes to wax payable at higher rates in india and South Africa, offset by lowar tax rales in other Irading junizdictions (Poland, iste of Man and UAE) and the Luxembourg financing
siructure which has been unwound,

o

—=F@oean

%. Relates to the derecognition {2018: recognition} of daferred tax on Yosses and other timing diferences.

L Curent year increase in uncenain tax pasitions on the balance sheet.

m. The curreni tax itamisp gntly he inle penskon deficit contrizulion detailed further in note 2,10.2

n. Relates to the (utiisaton)carry forward of 1ax losses in the cyrment period.

& Relates to the fax transitional adjustrent 1hat arisas on adoplion of the new it ing dard in 2018 by soma of tha Group enlithes.

2.6.3 Deferred tax
Deferred tax assets and liabilities at 31 Decembar:

s 2018
£m

£m
Deferred tax asset’ 181.6 144.6
Deferred tax liability' {16.3} {15.2)
Net deterred tax asset 165.3 129.4
1. Analysed afier jurisdictional netting has been applied to offsat balances within countdies.
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Section 2: Results for the year continued

2.6 Taxation continued
Deferred tax at 31 December relates to the following:

Charged{Creditad) to

|

1
At 1 January
209

cm?.g'aﬂﬁ IFRS 16 Non-cash 31 Dacemb::
P&L aquity Imtpact® movement 209
£m | £m £m [ £m em ;
Deferred tax assets ’ i
Property, plant and eguipment 34.‘.5.)i 25.3 — -_ (0.2) 60.0
Deferred income - 47 1.2 _ — {0.3) 56
Provisions 86) (3.4} — 5.4 {0.2} 104}
Share based payments 11 0.7 0.8 — 0.1 2.7
Pension schemes' liability 28.1 (7.4) 18.1 s 0.1 38.9
Tax losses? 100.6 {14.8) —_ — 0.2 86.0
178.0" 1.6 18.9 5.4 {0.3) 203.6 |
Deferred tax liabilities ‘
Contract fulfilment assets 21 0), 4.2 — e o (16.8)_
Intangibles (14.8), 8.6 — - — (6.2)
Unremitted earnings (12.8), {2.6) —_ — 0.1 (15.3)
(48.6) 10.2 — P 01 (38.3)
Net deferred tax asset 129.4 11.8 18.9 54 {0.2) 165.3]

1. The Group has initialy applied (FRS 16 at t January 2019, using ihe mod:fied retraspeclive approach. Under this apprach, comparalive information is not restated and the cumulative effect
of initlally applying IFAS 16 is recognigad n retained aamings a1 the date ol inltial application. Relar 10 note 6.4 tar lurther cetads.

2. Mainly trading iosses to shelter luture profils and defemed intereat.

The UK corporation tax rate remained at 19% in 2019 and will decrease further to 17% from 1 April 2020. The deferred tax balances have been
adjusted to refiect this change.

Deferred tax assets are recognised only 1o the extent that it is probable that future taxable profits will be available against which the assets can be
utilised. The recoverability of deferred tax assets is supported by the deferred 1ax liabilities against which the reversal can be ofiset and the
expeacted level of future profils in the countries concerned. The reccgnition for 2019 has been based on the three-year business plan for 2020,
2021 and 2022 which was approved by the Board. This is the same plan used 1o derive forecast cash flows for the goodwill impairment test, per
note 3.4, For the 2019 deferred tax recognition review, the profit before tax in the business plan for 2020-2022 was used, excluding forecast
restructuring costs. The scenarios run to validate the deferred tax recognition were also risk adjusted using historical performance 10 reflecl
additional contingencies relating to unsolutioned revenues, contract terminations, losses and renewal forecasts, and additional contract specific
contingencies. As per the impairment lest model, a long-term growth rate of 1.6% has been applied to years four (2023) and onwards in the
deferred tax mode!.

These forecasts provide support that it is probable that there will be sufficient future taxable profits to enable the utilisation of the recognised
deferred tax assets on losses within five years. Other deferred tax assets, which have a longer unwind period by their nature (i.e. property, plant
and equipment and pension schemes liabilities) are being recognised on the basis that they will unwind within periods when profitability will arise.

The Group has unrecognised tax fosses of £209.1m (2018: £206.0m) and other temporary differences of £45.5m (2018: £31.0m) that are available
for offset against future taxable profits of the companies in which the losses or other temporary diflerences arose, but have not baen recognised
as their recoverability is uncertain. These are made up as follows:

(i} UK assets — £185.3m (2018: £161.0m) with no time expiry. The losses will be subject 1o enacted UK tax loss relisf legisiation which could result
in restricted utilisation in the future. £78.5m of the losses were incurred by companies acquired by the Group and therefore not as & result of the
Group’s trading performance.

(if) Overseas assets — £69.3m (2018: £76.0m), some of which are being subject to spacific loss restriction rules but have no time expiry. £6.9m of
the losses were incurred by companies acquired by the Group and therefore not as a result of the Group's trading performance.

Dividenrds received from subsidiaries are largely exempt from UK tax but may be subject to dividend withholding taxes levied by the overseas tax
jurisdictions in which the subsidiaries operate. The gross temporary dilferences of those subsidiaries aected by such potential taxes is £80.2m
(2018: £64.2m). A defarred income tax liability of £15.3m (2018: £12.8m) has been recognised on the unramitted earnings of those subsidiaries
affected by such potential taxes as the Group is able to control the timing of reversal and it is anticipating dividends to be distributed.
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2.6 Taxation continued

2.6.4 Uncertain tax positions

The Giroup files income tax returns in several jurisdictions and some of these returnis are open to, or subject to, tax authority audits or
examinations. Tax returns contain matters that could be subject to differing interpretations of applicable tax laws and regulations and the
reseiution of tax positions, through negotiations with relevant tax authorities or through iitigation, can take severa! years. Tax uncertainties are
assessed throughout the year and specifically at the yearend with any associated provisions recognised considering the specific circumstances
of each risk, including the merits of technical aspects, previcus experience with tax authorities, recent tax law and if relevant, external specialist
advice.

‘The Group has applied IFRIC 23 at 1 January 2019. IFRIC 23 addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of IAS 12 Income Taxes. The Group applies judgement in quantifying uncertainties over incoms tax treatments and

has considered whether it should adjust its uncertain tax provisions in line with this new criteria. The Group has recognised the cumulative impact
arising on transition within retained earnings on the initial date of application.

The effect on the Group of adopting IFRIC 23 as at-1 January 2019 is an increase in income tax receivable of £5.4m and a decrease in trade and
other payables, due to interest, of £0.8m, resulting in an increase in net assets of £6.2m and a decrease in retained deficit of £6.2m.

In the current period, the Group has released £7.2m of provisions in respect of uncertain tax positions relafing to tax expenses which are no
longer considered likely to arise, due fo expiry of statute of limitation. The release is refiected within the current income tax prior year adjustment.

While it is difficult to predict the ultimate outcome in some cases, the Group does not currently anticipate that there wilt be any matarial impact on
the Group's financial position or rasults of cperations in the next financial year.

2.6.5 Capita’s responsible approach to taxation

Capita has an open and positive working relationship with HMRC, has a designated customer compliance manager, and is committed to prompt
disclosure and transparency in all dealings with HMAC 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. The Group has operations in a number of countries
outside the UK. All Capita operations outside the UK are trading operations and pay the appropriate local laxes on these activilies. Further detail,
reganding Capita's approach o tax can be found on Further detaul regardmg Caputa s approach to tax can be found on the Policies & Principles
area of the Capita website a A les).

Capila contributed £183.1m (2018: £164.3m) in taxes from its UK operations In the year, This consisted of a net repayment of £7.9m (2018:
£37.5m) of UK corporation tax: £17.9m (2018: £15.0m) in irrecoverable VAT payments; £136.9m {2018: £143.1m) in employer national insurance
contributions; and £36.2m (2018: £42.7m) in other levies inciuding business rates, import duties, the apprenticeship levy and environmental taxes.
Additionally, the Group collected and remitted 1o the UK Government £319.3m (2018: £360.5m) of VAT and £317.0m (2018: £333.3m) of Capita
employee PAYE and national insurance contributions. Capita entities in overseas jurisdictions paid £8.6m (2018: £4.6m) of tax on local profits.

2.7 Earnings/(loss) per share

@ Accounting policles

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

Dilned earnings/{loss) per share amounts are calculated by dividing the net profit for the peried 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
shares that would be issued on the conversion of all the ditutive potential ardirary shares into ordinary shares.

2019 2018

Comtinuing Total Continuiryg Talal

P persl L operations

p P p

Basic earnings/{loss) per share - adjusted ' 13.08 13.08 16.33 16.33
— reported . {4.18) {3.88) 17.99 18.37

Diluted earnings/(loss) per share — adjusted 13.09 13.09 16.13 16.13
~ rgported {4.18) {3.88) 17.77 18.15

The following reflects the earnings and share data used in the basic and diluted earnings/(loss) per share computations:

2019 2018

Cherstiong oparatiohe  operiors  operations

Notes £m £m £m £m

Adjusted profit for the pericd 2.4 231.5 2315 254.0 254.0
Less: Non-controlling interest (14.7) {14.7) {14.9) (14.9)
Adjusted profit attnibutable to shareholders 216.8 216.8 239.1 239.1
Reported (loss)/prolit for the period (59.1} {54.1) 2735 2781
Lass: Non-controlling interest _ (10.1}) {10.1) (10.1) (10.1)
Total (loss)/profit attributable to shareholders (69.2) {64.2) 263.4 268.0
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Section 2: Results for the year continued
2.7 Earnings/(loss) per share continued

2019 2018

' m m

Waeighted average number of ardinary sharaes (excluding trust and treasury shares) for basic earnings per share v 1,656.1 1,453.9
Dilutive potential ordinary shares: i

Employee share options ’ —_ 18.3

Waeighted average number of ordinary shares {excluding trust and treasury shares) adjusted for the effect of dilution . 1,856 1,482.2

At 31 December 2019 25,313,414 options were excluded from the diluted weighted average number of ordinary shares calculation because their
effect would have been anti-dilutive. Under IAS 33 — Earnings per Share, potential ordinary shares are treated as dilutive when, and only when,
their conversion to ordinary shares would decrease earnings per share or increase loss per share from continuing operations. The Group made a
loss in the current year from continuing operation hence the diluted {loss)/profit per share for each component of continuing operations needs to
pe the same amount as the basic (loss)yprofit per share.

The earnings par share figures are calculated based on earnings attributable to ardinary equity holders of the parert company, and therefore
excludes non-controlling interest. The earnings per share is calculated on an adjusted and total reporied basis. The earnings per share for
business exits, specific items and the impact of IFRS 16 are bridging items to adjusted and total reported earnings per share,

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting date and the date of
completion of these financial statements. To adjust for the dilutive impact of the rights issue in 2018, Capita granted an additional 1.639 share
options for every share option that an employee held to ensure that the fair value remained unchanged after dilution.

2.8 Business exits and assets held for sale

@ Accounting policies

Business exits

Business exits are businesses that have been disposed of or exited during the year, or are in the process of being disposed of or exited. None of
these business exits meet the definition of 'discontinued operations’ as stipulated by IFAS 5, which requires disclosure and comparatives 1o be
rastated where the relative size of a disposal or business closure is significant, which is normally understood to mean a reported segment.
However, the trading result of these businesses exits, and any gain or loss on disposal, have been excluded from adjusted results and 1o enable a
live-for-tike comparison of adjusied results, the 2018 comparatives have been restated to exclude 2015 business exits.

Assets held for sale

The Group classihes 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 ba the case, the assat (or disposal group) must be available for immediate sale in its present
condition subject only 1o terms that are usual and customary for sales of such assets (or disposal groups) and its sale must be highly probable.
For the sale to be highly probable, the appropriate level of management must be committed 10 a pian ta sell the asset (or disposal group), and an
active programme 1o locate a buyer and complete the plan must have been initiated. Further, the asset (or disposal group) must be actively
markated for sale at a price that is reasonable in relation to its current fair value. In addition, the sale should be expected 1o qualify for recognition
as a completed sale within one year from the date of classification.

Al 31 Decamber 2019, the Group was in an active process to dispose of & business which met the held for sale criteria. As such it was treated as
a disposal group held for sale at this date, and its results included within business exits and therefore excluded from adjusted resuits.

During 2019, the Group took the decision to exit a business. The exit is in progress and expected to complete in 20620. In accordance with our
palicy, the trading result of the business was included in business exits and therefare exciuded from adjusted results.

As noted in the strategic réport. further disposals are planned in 2020 as part of the simplification agenda. As these disposals did not met the
definition of business exits assets for sale at 31 December 2019, their trading rasults ware included within adjusted results.

In 2018, the Group disposed of five husinesses and exited orie business — Capita Specialist insurance Solutions, Projen, Medicals Direct Group,
Supplier Assessment Services (including Construclionline), ParkingEye and REI Health.

; Non-trading disposal 2009 Non-trading disposal - 2018

Y Trading Cash Nen-cash Totas Total Trading Cash Non-cash Tatal Total
income siatemant impact ) £m £m £m £m m Bm £m £m £in £m
Revenue ! 31.2 —_ - — 31.2 103.7 — — — 103.7
Cost of salss . (28.0) o — - (28.0) (54.2) — — — (54.2)
Gross profit 3.2 —_ — - 3.2 49.5 - e — 495
Administrative expenses {19.9) e {52.1) 52.1) (72.0) (31.8) (1.0} 287 {28.7) {81.5)
Operating {loss)/profit {16.7) —_ {52.1) (52.1} {68.8) 17.7 {1.0) (28.7) {29.7) (12.0}
Gain on business disposal —_ — ot — — —_ 367.4 (57.7) 309.7 A09.7
{Lossyprofit before tax {16.7) — (52.1) (52.1) (68.8) 17.7 366.4 (86.4) 280.0 297.7
Taxation 3.0 3.0 — 3.0 6.0 (3.3) {23.4) — {23.4) (26.7)
(Loss¥profit after tax + {13.7) 3.0 (52.1) (49.1) (62.8) 14.4 343.0 (86.4) 256.6 271.0
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2.8 Business exits and assets held for sale continued

Trading revenue and costs represent the current year trading performance of those businesses up to the point of being dispased or exited.
Trading expenses primarily comprise of payroll costs of £19.8m (2018: £19.5m) and IT costs of £17.3m (2018: £27.9m).

Non-trading administrative expenses primarily comprise of closure costs of £nil (2018: £1.0m}, goodwil! impairment of £35.3m (2018: £24.3m),
acquired intangible amortisation of £nil (2018: £4.9m), impairment of property, plant and equipment of £14.7m (2018: £nily which is partially ofiset
by releases of provisions of £2.8m (2018; £0.5m).

Balance Sheet — disposal group

2019
£m
Praperty, plant and equipment 0.2
Deferred tax asset 0.1
Intangibles - ) 2.9
Trade and other receivables 9.2
Assets held for sale : 124
Trade and other payables* 4.4
Overdraft a5
Liabilities held for sale 79
1. Trade and oiher payables includes income tax payabie of £0.4m.
Business exit cash flows
Business exited generated operating cash outflows of £18.2m (2018: cash inflows of £9.0m).
2018 disposals
In 2018 the gain on disposal of £309.7m arises from the disposal of net assets of £69.0m for £400.7m consideration and costs of disposal of
£22.0m. Cash proceeds of £400.7m net of cash disposed amounted to £389.5m.
2018
Galn on business dispogal c.;isrhn Nonug T%;ar:
Property, plant and equipment - 19.9 19.9
Intangible assets —_ 124 124
Goodwil R 50,9 50.9
Trade arwd other receivables — 85 85
Deferred tax asset — 0.1 0
Trade and other payables . —_ (26.8) {26.8)
Deferred income —_ {4.8) (4.6)
Income tax payable — (1.58) i1.5)
Deferred tax liability — {0.9) (0.9)
Provisions —_ {0.2) (0.2)
Cash disposed of 1.2 —_— 11.2
Total net assets disposed of 1.2 57.8 69.0
Cash purchase consideration received 400.7 — 400.7
Costs of disposal — paid and accrued (22.00 —_ (22.0)
Proceeds, less costs, on disposal 378.7 —_ 378.7
Gain on husiness disposal 375 (57.8) 309.7

2.9 Discontinued operations

Capita complated the disposal of its Asset Services businesses, including Capita Financial Managers Limited (CFM), 10 the Link Group on 3
November 2017 The disposal met the definition of a discontinued operation as stipulated by IFRS 5.

The credit of £5.0m in 2018, primarily relates to a £3.1m return of redress payments made to the Financial Conduct Authority (FCA) regarding the
Connaught Income Series 1 Fund {2018; £5.6m credit in relafion to provision releases).

Cash flows from other operating activities of £4.7m primarily relates to the above return of redress payments made to the FCA and £nil {2018:
£18.0m} separation costs incurred in relation 1o the disposal.

The earnings per share impact from discontinued operations is 0.30p (2018: 0.38p) on basic earnings per share and 0.30p {2018: 0.38p) on
diluted earnings per share.
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Section 2: Results for the year continued
2.10 Cash flow information

@ Accounting policies

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. (n the consolidated cash flow statement, cash and cash equivalents consist of cash and short-term depaosits net of cutstanding
bank overdrafts. Cash at bank earns interest at fixed and floating rates based on prevailing bank deposit rates.

2.10.1 Additional cash flow information

Cash flow frorn operating activities declined year-on-year as a consequance of lost revenue, margin an neéw business and investment off-set by
cost out and one-off bepefits. Working capital outflow driven by contract terminations and renegotiations, partially ofiset by additional payments
on account and reduced spend on contract transformations.

[ zmsi 208!

Note ; Ad]uam Ruporgg[ Miuﬂgc: Repodgnd
Cash flows from operating activities:
Qperating profit’ 2.4 306.1 0.4 3344 349
Adjustments for non-cash items: .
Depreciation’ 32,35 58.1 159.5 57.5 60.1
Amortisation of intangible assets ' 3.3 30.9 B81.4 27.3 114.6
Share based payment expense 5.1 3.0 3.0 34 34
Employee benefils ' 5.2 1.2 1.2y - 123 17.7
Loss on sale of property, piant and equipment/intangible assets 2.3 1.8 1.8 11.4 11.4
Contingent consideration 2.4 . — (1.4} — {5.4)
Impairment of property plant and aquipment 3.2 — 14.7 6.1 6.1
Irmpairment of intangibie assets 3.3 — 13.8 — 61.7
Impairment of goodwill 3.4 — 76.7 — 58.1
Impairment of loans and investments 2.4 n — — 16
Impawrmant ot nght-of-use assets — 0.9 — —
Other adjustments:
Movement in provisions’ (6.0) {19.0) 28 (9.1
Pension deficit contribution - . — {71.1) - (42.0)
Other contributions into pension schemes (17.0) {17.0) (16.1) 21.0)
Movements in working capital:
Trade and other receivables’ {7.0) 24 . 974 89.3
Non-recourse receivables financing — — {110.0) (110.0)
Trade and other payables’ (10.6) (14.8) {97.2) (91.7)
Deterred income (198.1) {198.1) (243.7) (243.7)
Contract {ulfilment assets (non-current) {13.8} {11.8) {13.7) (11.7)
Cash generated/(used) by operations X 158.6 3281 71.9 (75.7)
Adjustments for free cash tlows:
Income tax {paid)/received {5.4) (5.4) 26.6 253
Net interest paid* {32.7) (58.4) (39.0) (52.5)
Purchase of propenty, plant and equipment 3.2 (57.6) {57.7) (73.0') (89.4)
Purchase of intangible assels 3.3 (124.6) (124.7) (67.2) (70.1)
Proceeds from sale of property, plant and equipment/intangible assets 0.4 0.41 1.9 1.9
Free cash flow i (61.3) {213.0) (78.8) (260.5)

1. Capha has imifally applied [#AS 16 at 1 January 2019, using the modified nair h. Under this app ive information ia nat restated and the cumulative eflect of

Initially applying IFRS 18 is recognised in relained eamings al the dale of initial apphcatlon Rater o nate 6.4 lor lurtherdelanls

2. The 2018 adjusted cash flow has been reslated lor business exits in 2019 This has resutted in adjusted cash generated by operations increasing from £68,8m 1 £71.9m and adjusted free cash
outlow decreasing from £82.5m to £76.8m.
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2.10 Cash flow information continued
2.10.2 Adjusted free cash flow and cash generated from operations

Cash qemrntedtused) by

Free cash flow rations
z019 ! 2018 a1y} 208
Em | £m £m 1 £€m
Reported {213.0) (260.5) 328 {75.7)
Pension deficit contributions 7111 46.9° 7145 46.9
Significant restructuring 148.5 , 100.8 1485 " 100.8
Business exits 19.4\ 10.31 19.2 {9.0)
Impact of IFRS 16 J (90.0) — (157 —

=+ = Other =~ e - . ——— _—- .. 27, ___237} 27, 89 __
Adjusted i (61.3) {78.8) 158.6 719

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

Pension deficit contributions: in November 2018, the Group agreed a deficit recovery plan with the Trustees of the Capita Pension and Life
Assurance Scheme (ihe ‘Scheme’}. The payments under the agreed deficit recovery plan total £176.0m, of which £71.1m was paid in 2019 (2018:
£42.0m). In 2019, no further contributions were made following closure of the Scheme in 2017 to future accrual for the majority of members of the
Scheme (2018: £4.5m). These payments have been excluded from adjusted cash flows as the Group treats them as a debt ke item.

Significant restructuring: in April 2018, the Group announced a multi-year transformation plan. In the period to 31 December 2019, a cash
outflow of £148.5m {2018: £100.8m) was incurred in relation to the cost of the transformation plan, and restructuring costs refating to Capita's
previously announced cost reduction plan.

Business exits: the cash flows of businesses exited, or in the process of being exited, and the proceeds on disposals, are disclosed outside the
adjusted results. The 2018 results have been restated for those businesses exited, or in the process of being exited, in 2019 to enable
comparability of the adjusted results.

Impact of iIFRS 16: at 1 January 2019 the Group has initially applied IFRS 18, using the modified retrospective approach. This has resulted in a
change in the presentation of lease principal payments from cash flows from operations to cash flows from financing activities. To improve the
comparability of the Group's cash flow statement, the impact of IFRS 16 has been excluded from the adjusted results.

Other: includes the cash flows related to other tems excluded from adjusted profit.
2.10.3 Reconciliation ot net cash flow ta movement in net debt

T “Netaeotal  Lemsa .. o~ 7 C "~ " fsidettat’

o | B ot mavamonts  movemegh ' e
Cash, cash equivalents and overdrafts . 45414 6427 —_ (523.2) 3.3 - 12281 .
Other loan notes 45 {0.3) - — — {0.3)
Private placement loan notes’ 4.5 (1,108.0) - 97.9 184 (990.7)'
Cross-currency interest rate swaps’ 4.5 99.6 — (10.9) {11.4) 773,
Interest rate swaps' 451 19 — — (0.9} 10
Term loan 4.5 {100.0) — 100.0 —-— —1’
Lease liabilities? 44 { — {643.9) 93.7 (12.4) (562.6)
Total net liabilities from financing activities , {1,106.8) {643.9) 280.7 (5.3} (t '475'3).
Deferred consideraticn 45, (2.0) _ 1.3 — {0.7)
Net debt 411]  (468.1) (643.9) {241.2) 2.0) {1,353.2)

. The sum of these itemns held at fair value equates to the underlying value of the Groug's private placement loan note's debl of £9145.5m (2018 £1,006.5m}. Cash flow movement in private
placement kan notes includes boih repayment ol private placerment notes of £95.8m and fnance amangement cosls of £1.im.
2. Leass kabilities relates 1o amounls due by the Group where the Group Is a Lesses. Lease liability adj it P the inding of the discounted lease payments. Reler 1o note 6.4 fos
Turiher details on the impact of IFRS 16 on the Group.
3. Non-cash movemeni refates lo foreign exchange on cash, fair value changes cn the swaps, amaortisation of loan notes issue costs, amortisation of the discount on the Eurg debt issue and the
IFRS 18 modifications, acdditions and terminations to our leases.
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Section 2: Results for the year continued

2.10 Cash flow information continued
2.10.3 Reconciliation of net cash low to movement in net funds/(debt) continued

Cash Fow movements

Net dabn at Net dabt at

! 2018 Rights issye maceas:\gnog nr;‘unve"rflaesnl: n Decenz‘objeé

Nate £m £m £m £m em

Cash, cash equivalents and overdrafts 4.5.4 478.4 §71.1 (505.8) {1.2) 642.7
QOther loan notes 4.5 (0.3) — - — (0.3)
Private placement loan notes 45 (1.664.0) — 580.9 (24.9) (1,108.0)
Cross-currency interest rate swaps 4.5 176.8 — {103.6) 26.4 99.6
Interest rate swaps 4.5 5.4 —_ —_ {3.5) 19
Term loan 4.5 (100.0) — — — (10C.0)
Finance leases’ 4.4 (0.2) — a2 — —
Total net hiabitities from financing activities (1.582.3) — 477.5 (2.0) (1,106.8)
Deterred consideration 4.5 (13.1) — 1.1 — (2.0
Net debt XA {1,117.Q) 671.1 {17.0) (3.2) (466.1)

1. Capita has in#ially applied IFAS 18t 1 Janyary 2019, using the modified is not and the cumulative affect of

Under this
initially applying IFRS 16 is meognised in retaired eamings al the date af initial apphcation. Retar 1o nale 6.4 for furmer dela:ls
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Section 3: Operating assets and liabilities

This section shows the operating assets and liabilities used to generate the Group’s trading performance. Liabilities relating to
the Group’s financing activities are addressed in Section 4. Current tax and deferred tax assets and liabilities are shown in note
2.6. Deterred income is shown in note 2.1.

In this section you will find disclosures about:

3.1 Working capital
3.1.1 Trade and other receivables
3.1.2 Trade and other payables
3.1.3 Contract fulfilment assets

-~ 32 Property, plant and equipmaent

33 Intangible assets

3.4 Gaoodwill

35 Right-of-use assets

3.6 Provisions

i @ Denotes accounting policies

o Denotes significant accounting judgements

Key highlights

Return on capital employed (ROCE)'
Aim: Deliver ROCE in excess of our cost of capital

13.3%

(2018: 17.9%)

1. Definntons of ihe aliernsiive performance measures and related KPI's can be found in seclion 8.2.

H Yaar on year

2019 2018 mavement

Nota £fm €m e

- Working capital i {6386.2) (875.8) 239.6
Trade and other receivables — current 311 748.4 777 (23.3)
Trade and other receivables — non-current 311 26.4 26.2 0.2
Trade and other payables — current 312 (619.8) {668.7) 48.9
Trade and other payables — non-current 3.1.2 {6.0) (11.6) 58
Deferred income — current 2.1 (884.5) {980.3} 95.8
Daferred income - non-current 21 (176.5) (277.3) 100.8
Contract fulfilment assets 3.13 275.8 264.2 11.6
Proparty, plant and equipment 32 194.3 2136 {19.3)
intangibles 3.3 354.2 328.7 255
Goodwil! 34 1,177.8 1,259.0 (81.2)
Right-of-use-assets 3.5 480.9 — 480.9
Pravisions — current 3.6 {71.3) (96.8) 255
Provisions — hon-current 3.6 (9.3} {19.4) 10.1

The decrease in frade and other receivables was as a result of the timing of the colleclion of receivables (£42.8m) as well as a decrease in
prepayments of £12.8m owing to the adoption of IFRS 16. This was offset by an increase in other taxes (£12.7m), staff toans (£6.0m) and accrued
income (£8.8m).

The current trade and other payables decreased as a result of the investment made in improving supplier payment terms (£13.4m), a decrease in
other taxes and social security of £16.0m, and a decrease in aceruals of £30.3m. These movements were offset by an increase in other payables
of £10.8m.

‘The dacrease in deferred income was as a result of the normal reduction in deferred income balances as well as ane-off reductions in contracts

which were terminated or re-negotiated in the year.
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Section 3: Operating assets and liabilities continued

Contract fulfiment assets increased as a result of additions of £114.3m predominantly in Government Services {£51.0m), Software (£35.8m) and
Technology Solutions (£12.6m). This was offset by a utilisation of £90.7m mainly within Software (£31.2m), Government Services (£18.9m) and
Technology Solutions (£14.2m), as well as an impairment of £9.6m across a number of contracts.

Property, plant and equipment decreased as additions of £67.7m in the year relating lo Windows 10 upgrades and various investments across
each division were offset by a £14.7m impairment of assels in respect of businesses being exited, and depreciation of £60.3m.

Intangibles increased as a result of £124.7m of additions relating primarily to investrment in software implementations, such as the finance
transformation (£26.8m), WorkDay in the HR function (£7:8m), and other investments across each division to drive future growth. This increase
was offset by amortisation of £81.4m and an impairment of £13.8m, £12.3m of which related lo the finance transformation {see note 3.3 for
further details).

Goodwill decreased as a result of impairment charges of €76.7m, of which £35.3m relates to businesses being exited and £41.4m resulting from
the annual impairment testing, and a reclassification to assets held for sale £2.8m.

A right of use assets were recognised as a result of the adoption of IFRS 16. See note 35.

The reduction in provisions of £35.6m was predominantly due to utilisation and release of provisions of £78.5m which was offset by £68.1m
provided in the year for restructuring (£22.5m) and legal provisions (£21.6m).

3.1 Working Capital

3.1.1 Trade and other receivable

@ Accounting policies

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

Impairment: For trade receivables, the Group applies the simplified approach permittad by IFRS 9, rasulting in trade receivables recognised and
carried at original invoice amount less an allowance for any uncollectible amounts based on expected credil losses. Where the carrying amount of
an asset exceeds its recoverable amount, the asset is considered impaired and is written down 10 its recoverable amount.

Accrued income: Accrued income in relation to contract assels are recognised when the payments made by customers are less than the
revenue recognised for the period end date.

Current Non-curent

’ g i i) o

Trade receivables i 3952.8 : 435.6 } —_
Other recsivablas . 48.4 294 4.3 2.3
Current contract fulfilmant assets' ‘ 13.8 114 — —
Accrued income i 191.2 182.9 0.5 —
Prepayments P 102.2 1127 21.6 23.9
t 748.4 | 771710 26.4 | 26.2

1. Reler to nole 3.1.3 for non-cument contract ulfilment assets,
Trade receivables are non-interest bearing and are generally on 30-day terms.

The Group's accrued income balances sclely relate to revenue from contracts with customars. Movements in the accrued income balances were
driven by transactions entered into by the Group within the normal course of business in the year (2018: other than £5.1m impairment arising on a
contract in Government Services).

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

I—— “Tzone 2018
£m | tm

At 1 January 11.2! a3
Utilised (0.3) (1.4)
Provided in the year 3.2| 9.5
Released in the year (9.2) (2.5)
Business disposal/closure —| (2.7)
At 31 Decamber { 4.9 11.2

The Group menitors the level of trade receivables on a monthly basis, continually assessing the risk of default by any counterparty.
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3.1 Working Capital continued
3.1.2 Trade and other payables

Currcnt Nan-gurrent

2019 2018 2019 2018

£m £m £m £m

Trade payables 200.9 2143 —_ —
Other payables 215 10.7 30 1.6
Other taxes and social security 115.2 131.2 — —
Accruals 282.2 312.5 3.0 10.0
619.8 668.7 6.0 11.6

Trade payables are non-interest bearing and are settled within terms agreed with suppliers.
3.1.3 Contract fulfiiment 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 in scope of the Group's accounting
policy for property, plant and equipment), software licence costs {generally in scope of the Group's accounting policy for intangible assets),
recruitmant costs and training.

Contract fuifilment costs are divided into: (i) costs that give rise to an asset; and (ii} costs that are expensed as incurred.

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

If other standards are not applicable to contract fulfilment costs, the Group applies the following criteria which, i met, result in capitaiisation: (i)
the costs directly relate to a contract or to a specifically identifiable anticipated contract; (i) the costs generate or enhance resources of the entity
that will be used in satisfying (or in continuing to satisfy) performance obligations in the future; and (jii) the costs ara expecied to be recovered.

The Group has determined that, where the relevant specific criteria are met, the costs for (i) process mapping and design; {ii} system
development; and (ii} project management are likely to qualify 1o be capitalised as contract fuifilment assets.

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

The Group has determined that the following costs may be capitalised as contract fulfilment assets: (i) legal fees 1o draft & contract {once the
Group has been selected as a preferred supplier for a bid); and {ii) sales commissions thai are directly related to winning a specific contract.

Costs incurred prior lo selection as preferred supplier are not capitalised but are expensed as incurred.

Utilisation: The utilisation charge is included within cost of sales. The Group utilises contract fulfilment assets over the expected centract period
using a systematic basis that mirrors the pattern in which the Group transfers control of the service 1o the custorer. Judgement is applied to
determine this period.

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

Impairment; At each reparting date, the Group determines whether or not the contract fulfilment assets are impaired by comparing the carrying
amount of the asset to the remaining amount of consideration that the Group expects to receive less the costs that relate to providing services

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

° Significant accounting judgements, estimates and assumptions

Judgement is appiied by the Group whan determining what costs qualify to be capitalised in particular when considering whether these ¢osts are
incremental and when considering if costs generate or enhance resources to 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.
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Section 3: Operating assets and liabilities continued

3.1 Working Capital continued
Mavernents in non-current contract fulfilment assets ware as follows':

2019 2018

£m £m

At 1 January ’ 264.2 252.5
Additions 114.3 113.8
Prior year reclassification from current contract fulfilment assets ' — 25.4
Impairment ‘ (9.6) (22.2)
Cerecognition : {2.0) {(17.4)
Utilised during the year {90.7) (87.9)
Exchange movement : (0.4) —
At 31 December . 275.8 264.2

1. Raler 1o nicte 3.1 1 for current contract fulfiment assels,
Impairment: In 2018, the Group recognised an impairment of £9.6m (2018: £22.2m) within adjusted cost of sales, of which, £2 2m ({2018: 22.2
relates to contract fulfiiment assets added during the year.

Derecognition: In 2019, £2.0m {2018: £17.4m) was derecognised in relation to in year business exits. In the prior year, derecognition related 1o
the Prudential and Marsh contracts which were terminated during 2018 and the Group had no further use for the assets.

3.2 Property, plant and equipment

@ Accounting policies

Property, plant and equipment is stated al cost less accumulated depreciation and any impairment in value.
Depreciation: Depreciation is calculated on a straight-line basis over the estimated useful life of the asset as follows:

* Freehold buildings and long leasehold property — over 50 years.
* Leasehold improvements — period of the lease.
« Plant and machinery — 3 10 10 years.

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

Derecognition: An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset (retired). Any gain or loss arising on derecognition of the asset {calculated as the difference between
the net disposal proceeds and the carrying amount of the item} is included in the income statement in the year in which the item is derecagnised.
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Section 3: Operating assets and liabilities continued
3.2 Property, plant and equipment

2ms 208
Imp&’m: imprl;ls:mse:n‘o!g

iand and Plant and tand and Plant and

I:ulldlnmg; mschlrwg TcuEtra’: buildig: mad'mgx T(;:mm
Cost
At 1 January 103.0 175.7 278.7 771 195.0 2721
Additions 18.0 39.7 57.7 33.1 56.3 89.4
Disposal of business _— —_ —_— — (22,8} (22.8)
Disposals - included in adjusted profit : {2.4) (4.6) {7.0) {0.6) (19.7} {20.3)
Transfer to assets held for sale {0.2) — {0.2) — - —
Asset retirements - — —_ (5.9) (33.1) (39.0)
Exchange movement {0.3) (4.2) {4.5) {0.7) — {0.7)
At 31 Dacamber 11841 206.6 3247 103.c 175.7 278.7
Depreciation and impairment:
At 1 January 418 233 65.1 32.7 201 52.8
Depreciation charged during the year 9.6 50.7 60.3 9.y 504 60.1
Disposal of business —_ —_ — —_ (2.9} (2.9}
Dispasals — included in adjusted profit {2.2) (3.8} (6.0) {0.6) (10.8} (11.4)
Impairment - included in adjusted profit — — — 6.1 — 6.1
Impairment - business exit —_ 14.7 14.7 — — —
Asset retirements — — —_ {5.9) (33.1) (39.0)
Exchange movement {1.9) (1.8) (3.7) (0.2) (0.4} (0.6}
At 31 December 47.3 83.1 130.4 41.8 23.3 B85.1
Net book value
At 1 January 51.2 152.4 213.6 44.4 174.9 219.3
At 31 December 70.8 123.5 194.3 51.2 152.4 2136

At 31 December 2019, amounts coniracted for but not provided in the financial statements for the acquisition of property, plant and equipment
amounted to £6.7m {2018: £10.7m), relating fo building improvement on a leased property and software upgrades.

3.3 Intangible assets

@ Accounting policies

Imtangible 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 capilalised software developmant costs, research expenditure is written off to the incomne statement in the period in
which it is incurred. Development expenditure is writien off in the same way unless and until the Group is satisfied as to the technical, commercial
and financial viability of individual projects. Where this candilion is salisfied, the development expenditure is capitalised and amortised over the
period during which the Group is expected to benefit.

Fallowing initial recognition, the carrying amount of an intangible asset is its cost less any accumulated amortisalion and any accumulated
impairment losses, The usetul lives of intangible assets are assessed to be either finile or indefinite. There were no indefinite-lived assets in 2019
or 2018.

Amartisation: Amortisation is charged on assets with finite lives and is disclosed as an administrative expenses in the incoms statement.
Following initial recognition, the carrying amount of an intangible asset is its cost less any accumutated amortisation and any accumulated
impairment fosses.

The amortisation methad used shall reflect the expected pattern of consumption of future economic benefits, generally amortised on a straight-
line basis, the amortisation periods used are as follows:

* Intangible assets acquired in business combinations — 1.5 to 20 years.
= Intangible assels purchased or internalty capitalised — 3 to 20 years.
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‘Section 3: Operating assets and liabilities continued

3.3 Intangible assets continued

Impairment: intangible assets with finile lives are only tested for impairment, efther individually of at the cash-generating unit level, where there is
an indicator of impairment. :

Deracognitien: Intangible assets are derecognised upon disposal or when no future econornic benefits are expecied to arise from the continued
use of the asset (retirad). Any gain or loss arising an derecagnition of the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the item} is included in the income statement in the year in which the item is derecognised.

o Significant accounting judgements, estimates and assumptions

The measurement of intangibla assets other than goodwill in a business combination: On the acquisition of a business, the identifiable intangible
assels may include licences, customer lists and brands. The fair value of these assets is determined by discounting estimated future net cash
flows generated by the assel as in most cases no active markat for the assets exists and therefore no observable value, The use of different
assumptions for the expectations of future cash flows and the discount rate wouid change the valuation of the intangible assets. The relative size
of the Group's intangible assets, excluding goodwill, makes the judgements surrounding the estimated useful lives material to the Group's
financial position and perlarmance.

The assessment of costs capitalised as intangible asssts to generate future economic benefits: Judgement is applied in assessing whether costs
incurred, both internal and external, will generate future economic benefits. Significant judgemants and estimates are applied in determining the
carrying value of the assets, including assumptions made in respect of the status of the prograrmme each asset relates to, and there may be a
range of possible outcomes when a programme is complex,

2019 2018
| intangible Intangibie
ansets Caplialised/ assels Capitatised/
, acquirad In purchased acquired in purchased
businssa intangicie pusiness Inangioe
i combinstiona anagta Total | combinations asseis Total
Cost
At 1 January 552.5 2540 806.5 715.3 214.5 929.8
Subsidiaries acquired _— — —_ 2.7 — 27
Business disposal . —_ —_— — {48.7) {7.3) (56.0)
Additions —_ 124.7 1247 — 70.1 70.1
Disposals — included in adjusted profit — {2.7) (2.7) — (5.1) {5.1)
Transfer to assets held for sale —_ (0.1) ©.1) — — -—
Asset retiremant (179.2) {(12.2) (191.4) {123.3) {18.8) (142.1)
Exchange movement . {2.3) (0.7) {3.0) 6.5 0.6 7.1
At 31 December ) ] 371.0 363.0 734.0 ] 552.5 254.0 8065
v
Amortisation and impairment
Al Y Janvary ' 425.8 52.0 477.8 438.0 476 4856
Amortisation charged during the year H 50.3 HA 81.4 86.7 27.9 114.6
Impairment — exciuded from adjusted profit -_ 13.8 13.8 l §1.7 — 81.7
Business disposal — — -] (41.3) {3.9) (45.2)
Dispasals - included in adjusted profit _ (1.5) {1.5) — (0.7} {0.7}
Asset rgtirement (179.2) {12.2) (191.4) (123.3) - (18.8) (142.1)
Exchange movement — (0.3) 0.3) 4.0 © 1) 3.9
At 31 December 1 296.9 82.9 379.8¢ 425.8 52.0 477.8
3
Net book vatue (NBV) E
Al 1 January 126.7 202.0 328.7 | 277.3 166.9 444.2
At 31 December 1 74.1 280.1 354.2; 126.7 202.0 328.7

Intangible assets acquired n business combinations include brands (NBY 2019 £8.8m, 2018: £17.5m), iP software and licences (NBV 2019:
£28.7m, 2018: £38.7m), contracts and commitied sales (NBV 2018: £15.9m, 2018: £21.8m) and ¢lients lists and relationships (NBY 2019: £20.7m,
2018: £48.9m).

intangible assets capitalised or purchased include capitalised software development (NBV 2018: €237.0m, 2018: £161.6m) and cther inangibles
(NBV 2019: £43.1m, 2018: £40.4m).

The aim of the finance transformation is to improve the Group's financial reporting systems, processes and controls, by ingreasing
standardisation, automation and the quality of avsilable data. The new financial systems were due to go live in the second hakf of 2019, While
progress was made, we ook the decision to defer the go-live as more work is required on the core processes and procedures before the system
can effectively be implemented, We have reviewed the costs capitalised and assessed that £12.3m is impaired, representing areas thal we expect
to redesign belare going live. The carrying value of the invesiment at 31 December 2018, post impairment, is £58.6m. Further impairment may
arise should there be a material change 10 the Group's operating maodel. This impairment is included within significant restructuring. We have
coglinued to invest in shared sarvice centres and offshoring, and in making improvements to the Group's existing reperting systems, processes
and controls. ~r
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Section 3: Operating assets and liabilities continued
3.4 Goodwill

@ Accounting policies

Following initial recognition, goodwill is stated at cost less any accumulated impairment losses. Goodwill is reviewed for impairment annually or
more frequently if events or changes in circumstances indicate thal the carrying vaiue may be impaired. Goodwill arising on acquisitions prior to
3t December 1997 remains set-off directly against reserves and does not get recycled through the income statement.

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

Acquisitions and disposals of non~contralling interests that do not result in a change of control are accounted for as transactions with owners in
their capacity as owners and theretore 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 or received and the amount by which
non-controfling interests are adjusted is recognised directly in equity and aftributed to the owners of the parent company.

Prior to the adoption of IAS 27 (Amendad), 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 net assets acquired at the date of
the transaction.

o Significant accounting judgements, estimates and assumptions

Measurement and impairment of goodwill: The amount of goodwill initially recognised as a result of a business combination is dependent on the
allocation of the purchase price lo 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 extant, en managemant's judgemsant. Allocation of the purchase price affects the results of
the Group as 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 fair value less cost of disposal of the CGUSs 1o which the intangible assets are
aliocated utilising an estimation of future cash flows and choosing a suitable discount rate.

2018 2018
Total Total
£m £m
Cost
At 1 January 2,020.6 2,071.2
Business disposal — (50.9)
Transfer to assets held for sale (2.8) —
Exchange movement {1.7) 0.3
At 31 December 2,016.1 2.020.6
Accumulated impairment
At 1 January 761.6 703.3
Impairment — excluded frorm adjusted profit 41.4 33.8
Impairment - business exit 35.3 24.3
Exchange movement — 0.2
At 31 Decembear 838.3 761.6
Carrying amount
At t January 1,259.0 1,367.9
At 31 December 1,1721.8 1,259.0

Cash-genarating units

Reflecting the way management exercises oversight and monitors the Group’s performance, the lowest level at which goodwill is monitored is at
the divisiona! level for four divisions (Software, People Solutions, Customer Managemeni and Consulting {see betow)), and at a sub-divisional
lavel for the other three divisions {(Government Services, Technotogy Solutions and Specialist Services), and goodwill is allocated 10 these CGUs
or groups of CGUs. As at the 31 December 2019, the Group has 10 CGUSs or groups of CGUs for the purpose of impairment lesting.

A new Consulting division was created in 2018 in line with the Group’s strategy. This new division forms its own stand-alone CGU for goodwill
testing. The division was formed following the transfer of businesses from the Software segment and the relevant goodwill has been reallocated to
reflect this transfer. Reallocations have also been made between Specialis! Services and [T Services to reflect a restructuring of certain
businesses between the two CGUSs in 2019.

As the transformation plan progresses, the Board will continue to assess the lavel at which management exercise oversight and moenitors the
Group’s performance to ensure the allocation to CGUs remains appropriate.
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Section 3: Operating assets and liabilities continued

3.4 Goodwill continued
Carrying amount of goodwill allocated to groups of CGUs:

Pecple  Customer Gov;::“m::; Tachnatogy Solutions g
cou tm im En covemus  TSeniess  Natwork e O "o
At 1 January 2019 2756 203._5__ 138.7 _ _8_7_'_ _.-l1 7.7@ 108.5 406.3 —_ 1,259.0
Restructures 26.7) T T T T L 81.5 T T @1 20.7 =
Transfer o assets held for sale — —_ _ -— — — {2.8} —_ (2.8)
Exchange movement - v (1.7} —_— —_ —_ —_ —_ n.n
Impairment — business exit — (3.8) - -—_ —_ — {31.5} - {35.3)
impairment —_ — — — —_ {41.4) —_ — (41.4)
At 31 Decermnber 2019 | 254.9 199.7 137.0 8.7 209.2 67.1 280.5 20.7 1,177.81

Specialist Regulated Services and Local Government CGUs are not included in the table above as related goodwill was fully impaired in prior
years,

Business exits

As sat out in note 2.8, one business in Specialist Services that the Group intends fo dispose of in 2020 has met the criteria to be treated as held
for sale as at 31 December 2019. A portion of the goodwill refating to this business has been reclassified to assets held for sale, and the
remaining amount impaired within business exits.

One business within People Solutions has met the criteria to be treated as a business exit as at 31 December 2019. Goodwill relating to this
business has been impaired within business exits.

The impairment test

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 ot fair value less cost of disposal, and value in use. As the Group continues to implement the Group-wide transtarmation plan, described
earlier in the strategic report, it has been determined that for 2019, fair value less costs of disposal will generate the higher recoverable amount.
The valuation of CGUs under fair value less ¢osls of disposal also assumes thal a thivd-party acquirer would underiake a similar transformation
plan to derive similar benefits in the business going forward. Fair value less costs of disposal have been estimated using discounted cash flows.
The fair value measurement was categorised as a Level 3 fair value based on the inputs in the vaiuation technique used.

In undertaking the annual impairment review, the Directors considered both external and internal sources of information, and any observable
indications that may suggest that the carrying value of goodwill may be impaired.

The enterprise value of each CGU is dependent on the successful implementation of the ransformation plan. The objective of the new sirategy
announced in Aprit 2018 is to become a more focused and predictabie business with improved refurns, stronger client relationships and
sustainabte free cash flow. If the transformation plan fails to drive improved returns and sustainable free cash flow in one or more of the CGUs,
then this may give rise to an impairment of goodwill in future periods.

As set out in the Chief Financial Officer’s review in the strategic report, although 2019 adjusted operating profit was in line with expectations, one-
off gains offsat a lower than planned leve! of growth in the second half of 2019, meaning the Group enlered 2020 at a lower level than expected
and reliant on an increased level of growth. In relation to Network Services, post the half year results announcement and as the market continues
to change, forecast margins were impacted by high cormpetition and market pressures, which was then reflected in the 2020 business plan. Whilst
we continue fo win new revenue, aibeit not at the expected level of growth, the margin pressure is expected to continue until we move 10 provision
of our digital transtormation propositions, The impact of this was an impairment to the Network Services CGU of £41.4m.

in 2018, the deterioration of the local government market for large BPO contracts resulted in an irﬁpairmem charge of Local Govarnment goodwill
and acquired intangibles.

The key inputs to the calculations are described below, including changaes in markat conditions.

Forecast cash flows

The bottem-up business planning process completed in early 2020 and the resulting three year business plan for 2020, 2021 and 2022 was
approved by the Board. For the 2019 impairment test, the business plan for 2020-2022 was used to derive the cash flow forecasts for the purpose
of the impairment test. Other than far movements in deferred income and contract lulfilment assets, cash flows are adjusted to exclude working
capital movements as the corresponding balances are not included in the CGU carrying amount. The cash fllows include forecast capital
expenditure and restructuring, as well as an allocation of the costs of central functions. For the purpose of goodwill impairment testing, the
business plan cash flow forecasts have been further risk adjusied using historical performance to reflect additional contingencies relating o
unsolutioned revenues, contract terminations, losses and renewal forecasts, and additional contract specific contingencies.

The Board have considered an appropriate methedolegy to apply in allocating the costs of the central functions, which is a key sensitivity.
Forecast CGU level 2021 EBITDA measures have been used for this purpose, as these are seen to represent a steady state forecast for the
Group and an appropriate approximation of the attention and focus of the Group's central functions. As the transformation plan delivers, the Boarg
will assess any changes required to ensure the aliccation methodology continues to reflect the efforts of the central functions.

The long-term growth rate is based on inflation ferecasts by recognised bodies and this has been applied to forecast cash flows for years four and
five (2023 and 2024) and for the terminal period. The 2019 long-term growth rate is 1.6% (2018: 1.5%).

Discount rates
Management estimates discount rates using gre-tax rales that reflact the latest market assumptions for the risk-free rate, the equity risk premium
and the net cost of debt, which are all based on publicly available external sources.
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Section 3: Operating assets and liabilities continued

3.4 Goodwill continued
The table below represents the pre-tax discount rates used on the cash flows.

Spacialis!

Peopla Customer Central Local Network  Regutaled Specialisi
Soltware Solutions Management Governmen! Gowemnmeni T Sarvices Services Sarvices rvices  Consuling
2019 11.5% 10.9% 10.7% 10.2% 15.6% 9.9% 9.9% 10.3% 10.6% 10.6%
2018 12.7% 12.1% 11.9% 11.4% 16.8% 11.1% 11.1% 11.5% 11.8% e

As set out above, discount rates used in 2019 are 1.2% lower than those for 2018. The key drivers for this decrease are changes in market
assumptions for UK corporate bond yields and risk-free rates, and a decrease in the levered beta of peer group comparators.

Sensitivity analysis

The impairment testing as described is reliant on the accuracy of management's lorecasts and the assumptions that underlie them and also on
the selection of the discount and growth rates to be applied. In order 10 gauge the sansitivity of tha result 1o a change in any one, or combination
of the assumptions that underlie the model, a number of scenarios have been run to identify the range of reasonably possible alternatives and
measure which CGUs are the most susceptible to an impairment should the assumptions used be varied. This sensitivity analysis is only
applicable to the CGUs that have goodwill. ’

The table below shows how the enterprice value would be impacted {with all other variables being equal) by an increase in discount rate of 1%,
or & decrease of 1% in the long-term growth rate (for the terminal period) for the Group in total and each of the CGUs, or if the severe hut
plausible downsides applied to the base-case projections for assessing gaing concern and viability, without mitigations. These include trading
downside risks which assume the transformation plan is not successful in delivering the anticipated revenue growth and assumes a downside
that also incorporates revenue attrition, The severe downside has incorporated potential adverse financial impacts that could arise from incidents
such as data breaches, cyber-attacks, controls failures and an assessment of the potential fines and penalties for any non-compliance with laws
and requlations. We have also considered the impact of all of the scenarios together and disclosed the impact on impairment in the final column.

Increags In 2019
1% Increage In Lang-term growth ralg Savore but phausibls impairment using

discount rate decrease by 1% downsides Combinetion sensitivity combination geanarfe
£m £m €m £m £m
Soltware (69.0) (51.8) . (315.4) (379.3) (37.2)
People Solutions {46.4) {34.8) (266.3) {299.5) {129.0)
Customer Management (64.5) {50.1) (284.4) (353.1) —_
Central Government (40.2) (33.1) (214.4) (243.8) —
IT Services (43.9) (33.7) (184.9) (224.2) (93.0}
Network Services (9.4} (7.4) (172.4) (158.5) {79.0}
Specialist Services (67.8} {50.6) (142.6) {229.5) —
Consdulting (74.7} (56.1) (265.8) (339.9) —
Total (415.9) (317.6) (1,856.2) (2,227.8) (338.2)

Management continue 1o monitor closely the performance of all CGUs and consider the impact of any changes to the key assumptions. Given the
Group is in the middie of a multi-year transformation there is a higher range of potential future culcomes. A number of these downsides would
give rise to a larger impairment.

3.5 Right-of-use assets

@ Accounting paolicies

Al the inception of the lease, the Group recognises a right-of-use asset at cost, which comprises the prosent value of minimum lease payments
determined at the inception of the lease. Right-of-use assets are depreciated using the straight-line method over the shorter of estimated lite or
the lease term. Depreciation is included within administrative expenses in the consolidated income statement. Amendment to lease terms
resulting in a change in paymants or the length of the lease results in an adjustment to the right-of-use asset and liability. Right-of-use assets are
reviewed for impairment when events or changes in circumstances indicate the carrying value may not be fully racoverable.

Right-of-uses assets exclude leases with a low value and term of 12 months or less. These leases are expensed to the income statement as
incurred.

2ms
me{z wmg:':;;’ Equipm;nmt Toé::
Net book value

Adoption (note 6.4) ' 500.8 8.7 58.7 568.2
Addition of new leases 20.5 1A ] 6.4 27.0
Depreciation charged during the year (73.9) (4.5) (20.8) {99.2)
Other movements . (1.4) — {13.7) {15.1)
At 31 December 446.0 4.3 30.6 480.9

Other movements includes amendments to existing leases, impairment and terminations.
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Section 3: Operating assets and liabilities continued
3.6 Provisions

@ Accounting policies

Provisions are recognised when the Group has a present legal or constructive obligation arising from past avents, it is probabie that cash will be
paid to seitle 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 & rate that reflects current market assessments of the time value of manay and the risks specific to
the iiability. The unwinding of the discaunt is recognised as a financing cost in the income statement. The value of the provision is determined
based on assumptions and astimates in relation to the amount, timing and likelinood of actual cash flaws, which are dependent on future events.

o Significant accounting judgements, estimates and assumptions

Judgement is required in measuring and recognising provisions related to pending litigation or ather outstanding claims subject to negotiated
settlement, mediation and arbitration, as well s other contingent liabilities. Judgement is necessary in assessing the likelihood that a pending
claim will succeed, or a liabllity witt arise, and to quantify the possible range of the financial setilerment. Because of the inherent uncertainty in this
evaiuation pracess, actual losses may be different from the originally estimated provision. Where practicable, the range of reasonabiy possible
ouicomes and sansitivities of the ¢amying amounts to the methodology, assumptions and estimates, the reason for the sensitivity, the expected
resolution of uncertainties and the range of reasonable possible alternatives, are provided. Where no reliable basis of estimation can be made, no
provision is recorded. However, cantingent liabilities disclosures are given when there is a greater than a remate probability of outflow of
economic benefits. See note 6.2

Onerous contract provisions
See note 2.1 for further information.

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

Assel

sanvices Claim and
Restuoring  Business exit mdemnity Tiigation Property

ftise e i pron i Otner Yol

£m Iy £m m £m m £m

At 1 January 2019 12.0 17.5 3.0 46.4 19.9 17.4 1162
IFRS 16 adoption reclassification to right-of-use assets’ {3.5) =" T = {11.7) —_ (15.2)
Provisions provided for in the year 225 2.1 — 21.6 37 8.2 581 !
Provisions released in the year {2.3) {5.5) —_ (11.7) (0.8) (3.9) (24.3)
Utilisation (22.6) {6.5) — {15.1) (2.8) (7.2) {54.2)

Raclassification between catagories - 3.0 (3.0} _— —_ — —
At 31 December 2019 { 6.1 105 e 41.2 843 14.5 80.6|

1. On adoplion of IFRS 16 (affective 1 Janoary 2015}, all leases within the scope of tha standard ware recugnised as righl-ol-use assets and lease liabilities on the Group's balance sheet. This
resolted in Ine reciassitication of esireciufng and properly provisions of £15.2m against these fgm-ot-use assets. Refer 1o note 6.3 for further Getads.

The provisions made above have been shown as current or non-current on the balance sheet to indicate the Group's expected timing of the

matters reaching conclusion,

Restructuring provision: The provision represents the cost of reducing role count where communication to aflected empioyees has crystallised
a valid expectation that roles are at risk, there are likely to unwind over a period of 1 to 2 years. Additionally, it reflects the onerous nature
leasehald property costs where properties are exited as a result of the transformation plan, these provisions are likely to unwind over a period of
110 25 years.

Business exit provision: The provision relates to the cost of exiting businesses through disposal ar closure including professional fees related to
business exits and the costs of separating the businesses being disposed. These are likaly to unwind over a period of 1 to 5 years.

Capita Asset Services indemnity provision: Capita completed the disposal of its Asset Services businesses to the Link Group on 3 November
2017 and provided an indemnity against certain legacy claims. The remaining £3.0m provision has been transferred to business exit provisions.
Oue ta the nature of these claims, the Group cannaot give an estimate of the period aver which this grovision will unwind.

Claims and litigation provision: The Group is exposed to claims and litigation proceedings arising in the ordinary course of business. These
matters are reassessed regularly and where obligations are probable and estimable, provisions are made representing the Groug's best estimate
of the expanditure to be incurred. Dua to the nature of these claims, the Group cannot give an estimate of the period over which this provision wil!
unwind.

Property provision: The property provisions remaining afler the [FRS 16 adoption reclassification to right-of-use assets relate 1¢ unavoidable
running cost of leasehold property where the space is vacant or currently not planned to be used for ongoing operations and for ditapidation
costs. The expectation is thal this expenditure will be incurred over the remaining periods of the leases which range from 1 to 26 years.

Other provisions: Relates to provisions in respect of other potential exposures arising due to the nature of some of the operalions that the
Group provides, the mast significant of which are in respect of immaterial onerous contracts of £6.1m (2018: £7.4m). These are likely to unwind
over a period of 1 to 10 years.
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Section 4: Capital structure and financing costs

This section cutlines the Group’s capital structure and financing costs. The Group defines its capital structure as its cash and
cash equivalents, non-current interest bearing loans and borrowings and equity. The Group aims to manage its capital structure
to safeguard the Group's abllity to continue as a going concern, so that it can continue o provide returns to sharehelders and

. benefits for other stakeholders. The Group manages its capital structure to maintaln a sustainable mix of debt and equity that
ensures that the Group can pursue its strategy. The Group makes adjustments to its capital structure in light of changes in
economic conditions and strategic operational risk. To maintain or adjust the capital structure, the Group may retumn capital to
sharehalders through dividends and share buy backs, sell assets, raise addilional equity, or arrange additional debt facilities.
In this section you wilt find discliosures about: .

4.1 Net debt, capital and capital management

4.2 Financial risk

4.3 Net finance costs

4.4 Leases

4.5 Financial instruments and the fair value hierarchy
4.6 issued share capital

4.7 Group compaosition and non-controlling interests

@ Denotes accounting policies

o Denotes significant accounting judgements

Key highlights

Headline gearing®: headline net debt to adjusted EBITDA! Covenant gearing®: adjusted net debt to adjusted EBITDA®
Aim: Maintain the ratio of headline net debt 1 adjusted EBITDA Airn: Compliance with the ratio of adjusted net debt to adjusted
in the range of 1x and 2x over the long term EBITDA maximum permitted fevel of 3.0x to 3.5x in line with

covenants of other financing arrangements

2.0x 2.2X

(2018: 1.1x) {2018: 1.2x)

1. Definitions af the alternative perdormance measures and related KPi's can ke faund in section 8.2,

2. Headline gearing differs 1o covenant gearing. Headline gearing is based on the headline nai dehit of £790.6m (2018: £466.1m}. Headline net debt excludes the Group's restricted cash of
£42,1m [2018: £28.6m) Included in the covenant gearing calculations which are based on the adjusted nel debt of £832.7m (2018: £494.7m). Impact of IFRS 16 has been removed from both
ratios. Refer o section 8.2 for lurther detais.

Capital strategy

Upon completion of its transformation, the Group will determine and communitate a financiai policy that provides clarity to debt and equity
praviders about how it will structure and manage its balance sheel. In the interim the Greup's main objective in this regard is 1o develop a strong
and flexible balance sheet that supports the investment needed to grow the business. The Group is advanced with plans to replace debt maturing
in 2020 and early 2021 with net debt which has less restrictive covenants. The Revolving Credit Facility will be used to provide necessary liquidity
in the short term, The capital from any disposals will be recycled lo support the focus on driving growth in the Group's chosen markets, and
shareholder returns will be reviewed as sustainable free cash flow grows.

Year on yaar

29 2018 movement

Capital structure ) £m £€m £m
Cash (409.1} {357.5) 548.4
Qverdraft 286.3 3148 (28.5)
Lease liabilities 562.6 — 562.6
Private placernent loan notes 990.7 1,108.0 (117.3}
Other loan noles 0.3 0.3 0.0
Term loan : —_ 100.0 (100.0)
Currency and interest rate swaps {78.3) (101.5) 23.2
Deferred consideration 0.7 2.0 {1.3)
Net dabt ' 1,353.2 466.1 887.1
Undrawn Revolving Credit Facility 414.0 600.0 (186.0)
Capital 1,767.2 1,066.1 7011

Key cash outlays in the year included net capital expenditure of £182.0m, repayment of debt and refinancing arrangement costs of £187.0m in
total, and lease payments of £93.7m.

Lease liability movements are as a result of the adoption of IFRS 16.

Private placement loan notes decreased following the prepaymaent of certain Euro fixed rate bearer notes of £11.1m and repayment at maturity of
US private placement loan notes of £74.8m in July 2019. The term loan matured and was repaid in May 2019.

Currency and interest rate swaps reduced both through expiry at the maturity of associated hedged debt and movement in the fair value of the
remaining derivatives.

The Revolving Credit Facility (RCF) was undrawn at 31 Decembaer 2015. At this time the RCF was £414.0m. The addition of a further bank 1o the
facility in February 2020 increased the RCF to £452.0m.
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Section 4: Capital structure and financing costs continued

Net finance costs

Net finance costs have decreased by £9.6m to £62.4m {2018: £72.0m), the reduction is due 10 lower levels of debt and reduced early redemption
costs of £28.2m arising from debt repayments and a decrease of £5.0m in net interest costs on defined benefit pension schemes, partially offset
by interest on lease habilities of £25.7m subsequenl to the adoption of IFRS 16.

Liquidity

Liquidity remains a key area of focus for the Group. Financial instruments used to fund operations and to manage liquidity comprise US private
placement loan notes, Euro fixed rate bearer notes, a Schuldschein loan, an RCF, leases and overdrafts.

The Group does not rely on sources of funding that are not contractually committed. To mitigate the risk of needing to refinance in challenging
conditions, the Group is diversifying its sources of commitied funding and are well advanced in spreading debt maturities to November 2027 In
addition, the Group’s RCF of £414.0m at 31 December 2019 {2018: £600.0m) provides flexibie liquidity available to fund operations and a
reasonable liquidity buffer allowing for contingencies. In December 2019, the facility was extended to 31 August 2022, {(extendable for a further
year to 31 August 2023 with the consent of the lenders by 31 August 2021). The addition of a further bank 1o the facility in February 2020 resulted
in the facility increasing to £452.0m. .

tn addition to the RCF, in February 2020 the Group agreed a backstop liguidity facility of £150.0m. The backstop liquidity facility has an initial
maturity in February 2021, and is extendable at the option of the Group lo a final maturity in August 2022.

The Board is taking steps to extend the average term to maturity of its debt, and thereby reduce refinancing risk, by issuving new long-term debt
instruments. The Board's view is that the appropriate leverage ratio for Capita over the medium term should be between 1 and 2 times headline
net dabt to adjusted EBITDA (prior to the adoption of IFRS 18). At 31 Decembesr 2019, the Group's headline gearing ratio was 2.0x (2018: 1.1x)
befare the adoption of IFAS 16. Net debt increased as a result of the adoption of IFRS 16.

The impact of IFRS 16 adoption on the Group's adjusted net debt to adjusted EBITDA debt covenant ratio Is neutral, as the Group covenants are
calculated using GAAP applied before the adoption of IFRS 16, with the exception of the US private placement loan notes. The US private
placement foan notes covenant test includes the income statement impact of IFRS 16 but not the balance sheet impact, and therefore adoption of
IFRS 16 is favourable on this covenant measure.

Under the RCF and Euro fixed rate bearer notes cavenants at 31 Decermnber 2019 the Group's adjusied net debt to adjusted EBITDA ratio was
2.2x (2018: 1.2x) compared to a maximum permitted value of 3.5x and annualised interast cover at 10.8x {2018: 8.2x) compared to a minimum
permitted level of 4.0x. Under the US private placement loan notes covenant calculations, at 31 December 2019 the Group’s adjusted net debt to
adjusted EBITDA ratio was 1.7x compared to a maximum permitted value of 3.0x and annualised interest cover at 11.2x compared to a minimum
permitted level of 4.0x. As the comparatives have not been restated on the adoption of IFRS 16, the December 2018 ratio only provides a
meaningful comparison in the case of the other financing arrangemants and therefore no comparatives are shown for the US private placement
loan notes.

4.1 Net debt, capital and capital management

4.1.1 Net debt and capital
The components of the Group's net debt and undrawn available liquidity are summarised below. The key movement in the Group's capital is a
result of the adoption of IFRS 16.

Nates s o
Cash 4,54 (409.1) (957.5)
Overdraft 4.54 286.3 314.8
Lease liahilities’ 4.4.1 562.6 —
Private placement loan notes? 452 990.7 1,108.0
Other loan notes 452 0.3 0.3
Term loan 452 — 100.0
Currency and interest rate swaps ’ 452 (78.3) (101.5)
Deferred consideration 4572 0.7 2.0
Net debt 1,353.2 486.1
Undrawn available Revolving Credit Facility 453 4140 600.0
Capital 1,767.2 1,0686.1

IS nt and the ive affect of

1. Capita has inftially applied (FRS 16 at 1 Janwary 2019, using the modified retrospecive appmach. Under this ap 3 P
inftialy applying IFRS 16 is recognised in ings at the dale of initial applcation. Reler 10 note §.4 lor krther details.

2. Privale placement loan notes inctude USD and GBP privale placement ioan notes, Euro lixed rate bearer notes and a Schuidschein kan,

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

4.1.2 Capital management

The primary objective of tha Group’s capital management is to ensure that it maintains a strong credit standing, evidenced by healthy capital
ratios, o support its ongoing business operations and to maximise shareholder value. The Group manages its capital structure, and makes
adjustmaents 1o it, in light of changss in economic conditions and needs of the business. The Group's capital management includes consideration
of dividend payments or the return of capital 1o shareholders or issuing new shares. Focus on capital management forms an important
component of Board meetings, with attention te various matters including return on capital employed, and a mix of funding sources o ensure
sustainability and flexibility. The Group's capital management process ensures that it meets the financial covenants of its borrowing
arrangements. There have been no breaches in the financial covenants of any loans or borrowings In the period.

The Group structures and uses long-dated debt, generally private placement loan notes and committed bank facilities, to enable it to manage
refinancing risk and for the general corporate purposes of the Group, Various constraints prevent the Group using surplus cash to further reduce
its gross debt, including regulatory requirements and the need to maintain adequate liquidity for operations over the course of the planning
period. Capita plc supports the obligalions of its various regulated financial services businesses. The board of each regulated firm is rasponsible
for ensuring it has embedded capital management frameworks that ensure the availabilily of adequate financial resources al all times. During the
year, each complied with all externally imposed financial services regulatory capital requirements applicable to them.
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Section 4: Capital structure and financing costs continued

4.1 Net debt, capital and capital management continued

The Group historically made use of short-term non-recourse invoice financing, however such facilities were not used during the year and the
Group does not expect to use such invoice financing in the future. in addition, the Group aims to pay suppliers on time in accordance with agreed
terms and does not seek 10 accelerate payments from customers beyond terms previously agreed.

The Group seeks lo maintain a conservative and efficient capital structure with an appropriate level of gearing as detailed in Liquidity (Section 4:
Capital structure and financing costs) above. These ratios are monitored monthly by the Board to ensure that it has a sustainable capital base to
support its clients and operations, invest in the business and deliver its strategy.

4.2 Financial risk

Financial risk management objectives and policies

The Group's Board of Directors has overall responsibility for the establishment and oversight of the Group's risk management framewark, which is
outlined on pages 40-47 of the strategic report. The Group's principal financial instruments comprise cash, bank loans, private placement loan
noles, lease assets and liabilities and derivatives, the purpose of which is 1o 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 interest rate swaps, cross-currency interest rate swaps, and forward foreign currency contracts held with its relationship
banks, all of which have investment grade credit ratings. The derivatives’ purpose is to manage interest rate and currency risks arising from the
Graup's operations and i1 sources of finance. It is the Group’s policy that no speculative trading in financial instruments shall be undertaken.

The main risks arising from the Group's financial instruments are interest rate risk, foreign currency risk, credit risk and liquidity risk. The Board
periodically reviews and agrees policies for managing each of these risks and they are summarised below.

4.2.1 Liquidity risk .
The Group's policy is lo hold cash and undrawn committed facilities at a level sufficient to fund the Group's operations and its medium-term plans.

The Group monitors the risk of a liquidity shortage through its business plan and liquidity cycle forecasts and analysis. The process considers the
malurity of both the Group’s financial instruments and projected cash flows from operations. The Group maintains a batance between continuity
of funding and flexibility through the use or availability of multiple sources of funding over a broad spread of maturities up o November 2027 One
such source of funding is the Group’s commitied bank facilities, which are available for operational funding and as a buffer for contingencies.

Tha table below summarises the maturity profile of the Group's financial liabilities at 31 December 2019 based on comtractual undiscounted
payments:

i \;nylgll':' 1:2 yoars ';:;wars -4 yasts -4 years Mosm yg'll'r: Totei !
At 31 Dacember 209 H £m £m £m £m £m £m £m
Qverdraft ) 286.3 — —_ — — - 286.3 |
Private placement loan notes 1 2327 2360 231.3 70.6 —_ 214.0 984.6)
Interest on loan notes : 313 25.0 14.0 8.9 7.3 121 986"
Lease Eabilities ! 10%.6 86.6 68.1 60.4 50.6 3846 751.9]
‘ antinggn_t consideration L L. 5.0 —_ — — — —_ . . 50y
Public seclor subsidiary partnership payment } 9.4 9.4 9.4 94 — —_ 376
Put options of non-contralling interests ! 103.1 5.8 —— e — _— 108.9
Cross-currency interest rate swaps 1.2 1.2 09 o8 04 0.8 5.41
Other financial instruments 5 0.8 — — — e — 0.8 |
) \ 7714 364.0 323.7 150.1 58.3 611.6 2,279.1
Wihin Batwean Between Blelween Batween Mare than
T — B e e them ehem ten R
Overdraft 3148 —_ — — — - 3148
Private placement loan notes . 838 238.6 2433 2549 72.4 2210 1.114.0
Interest on loan notes 45.0 32.6 26.2 148 9.2 200 147.8
Tem loan ) 100.0 - s — — —_ 100.0
Contingenl consideration — 89 — —_ —_ —_ 8.9
Public sector subsidiary partnership payment 9.4 9.4 9.4 9.4 9.4 — 41.0
Put options of non-controlling interests 107.3 — 11.2 —_ — — 118.5
Cross-currency interest rate swaps - 1.3 1.3 1.3 0.9 09 1.4 79
Other financial instruments 2.2 — — — — — 2.2
663.8 290.8 291.4 280.0 91.9 242.4 1,860.3

The above payments have been calculated based on the prevailing foreign exchange rates and interest rates at the end of the reporting period.
For cross-currency interest rate swaps, only payments are included, receipts are excluded.

4.2.2 Foreign currency risk

The Group is not generally exposed to significant forgign currency transaction risk except where it prrchasas services in foraign currencies in
tndian Rupee (INR) and USD. The Group seeks to mitigate the short term effect of this exposure by entering info forward toreign exchange
contracts (including Non-deliverable Forward Contracts (NDFs)) to fix the GBP cost of highly probable transactions over a rolling 36 month future
period.
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Section 4: Capital structure and financing costs continued

4.2 Financial risk continued
To maximise hedge efectivenass the Group executes the forward foreign exchange contracts with terms matching the underlying cash flows.

At 31 December 2019, the Group held forward foreign exchange contracts against forecast internal monthly INR costs expected in the years up to
and including December 2022. These forecast costs have been determined on the basis of the underlying cash flows associated with the dalivery
of services under executed customer contracts.

4.2.2 Foreign currency risk cantinued
In addition the Group holds foreign exchangs forwards against commifted costs relating o the purchase of cloud software services in USD in
years up to and including April 2023.

The following table demonstrates the sensitivity of the Group's profit before tax and equity 1o a 5% strengthening/(weakening) in INR and USD
exchange rates, assuming all other variables are unchanged, that would arise from the resulting changes in the fair value of the Group's forward
exchange contracts,

usb INF
Effect an profit Effec! on Effect on profil ERact on
before ax equily before lax aquity
- £m £m £m £m
2019 i —_ {1.2) — {3.9)
2018 {2.2) {1.3) —_ 0.6

4.2.3 Interest rate risk

The Group manages its interest rate exposure, which arises from the Group's private placement loan notes, through a mix of fixed and variable
interest rate debt, and through interest rate and cross-currency interest rate swaps. These swaps are designaled fair value hedges againsi the tair
value changes of the private placement [pan notes.

The level of floating rate intarest exposure, when considered with the floating rate interest received on cash and depasils gives the Group an
acceptable overall interest rate risk profile. The interest rate profile of the Group's interest-bearing financial instrurments was as foliows.

Wihin " “Batween Betwwon  Batweon | Botween  More than ™
At 31 December 2019 ’ 1 ygr -2 yoars 2 yoars 34 yeure 5 years 5 yours Toial
Fixed rate ‘ t
Private placement loan notes 92.3 35.7 171.1 27.4 e 1223 448.8 !
Floating rate 1
Cash in hand {409.1) —_ — — e — (409.1)
Overdraft I 286.3 — — — - — 286.3
Private placement loan notes J 140.2 204.8 59.4 434 e 94.1 5419
Interest rate swaps l — (1.0} —_— - — — (1.0}
Cross-currency interest rate swaps {15.5) {30.3) {11.1} {4.8) — {15.6) (77.3)

\1.")':;‘:: 1-2 years 26—3 yeam' 3ud years‘ 4:5 yoars Mo;eyam:g Total
At 31 December 2008 £m o Em em £m m £m
Fixed rate
Private placement loan notes - 92.8 36.0 191.5 27.5 125.4 473.2
Floating rate
Cash in hand {957.5) o - — - — {957.5}
Qverdraft 3148 — — — —_ —_ 3148
Private placement loan notes 82.2 145.9 209.5 60.1 44.2 929 634.8
Tem loan 1000 — — — — —_ 100.0
Interest rate swaps (0.5) — {1.4) —_ — — 1.9}
Cross-currency interest rate swaps . i {9.3) (21.8} (35.5) (12.2) (5.3) {15.5} {99.6)

A sensitivity analysis fo changes in interest rates shows that a 0.5% increase or decrease in interest rates, assuming all other variables are held
constant, results in an £2.3m (2018: £3.2m) increase or decrease to profit before tax, and no impact on the Group’s equity.

4.2.4 Hedges

Fair value hedges

The Group has in issue fixed rate USD and GBF private placement loan notes which it has hedged through a combination of interest rate and
cross-currency interest rate swaps. The cross-currency interest rate swaps hedge the exposure to changes in the fair value of US doilar
denominated i0an notgs. The loan notes, cross-currency and inlerest rale swaps have the same critical terms inclyding the amount and the date
of maturity. ’

The total loss in the year on the fair value hedges of £23.1m (2018: £275m) was equal to the gain/loss on the hedged items resulting in no net
gain or loss in the income sialemant epart from hedge inefectiveness from credit risk and currency basis risk. This effect of hedge ineflectiveness
gave rise to a £2.8m debit (2018: £3.9m credit) to the income statement - shown in net finance costs, note 4.3.
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4.2 Financial risk continued
The impact of the hedged item on the statement of finrancial position at 31 December 2019 is as follows:

v T Natlenal Change In FY used for |

' Amount Carrylng Amount  {Ina itemn in the stat t fng

. £m £m of financlial positien £m
interest rate swaps ' 26.0 1.0 Financial assets (0.9)
Cross-currency interest rate swaps — assels ) 394.9 80.9 Financial assets (22.2)
Cross-currency interest rate swaps - liabilities l (44.7) (3.6) Financial liabilities —

4.2.4 Hedges continued
The impact of the hedged item on the statement of financial position at 31 December 2019 is, as follows:

e e e e e T Camying - i T T T T T Eange I PV sad for b -
; ] i Acm.':;u:ﬁf,: Lina item in tha e e med for *
. £m ¢m  ©f financial poaltion £m |
Private placement loan notes ! 990.7 78.3 Financial Liabilities 231!

Cash flow hedges
The Group holds a series of forward foreign exchangse contracts, in the form of NDFs, designated as hedges of the highly probable transactions in
INR of the Group's Indian operations and committed USD costs up to April 2023. The terms of the NDFs match the terms of these commitments.

Fair value of cash flow hedges at 31 December 2019 are shown in note 4.5.2.

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

r R TT 2018
e€mt £m
At 1 January i 1.5 1.9
Change in fair value I 1.0, 2.0
Reclassified to the profit or loss {2.6) {2.5)
Tax on movements on reserves during the year ! 0.3 0.1
At 31 December } 0.2 1.5

4.2.5 Credit risk

The Group trades only with third parties that are expected to be creditworthy. It is the Group's pollcy that all clients who wish to trade on credit
terms are subject to credit verification procedures. The Group manages its operations to avoid any excessive concentration of counterparty risk
and the Group takes all reasonable steps to seek assurance from the counterparties to ensure that they can fulfil their obligations. In addition,
recaivable balances are monitored on an cngaing basis with tha result that the Group's exposure fo credit loss is low and has not increased

significantly. . U
The earrying amounts of the Groups financial assets and contract assets represent its maximum cradit exposure.

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

4.3 Net finance costs
The table below shows the composition of net finance costs, including a reconciliation of net finance costs excluded from adjusted profit:

nows | ST 2
interest receivable 1 (3.6} (2.5}
Private placement loan nates i 281 40.4
Cash flow hedges recycled to the income statement 424 | {2.6) (2.5)
Bank loans and overdrafts , 4.2, B.5
Net interast cost on defined benefit pension schemes 52} 44! 9.4
Interest payable i 34.1° 55.8
Nel finance costs included in adjusted profit f 30.5 53.2
Discount unwind on public sector subsidiary partnership payment 452 13, 17
Non-designated foreign exchange forward contracts — mark-to-market : 21 5.1
Interest on lease liabilities' | 257 -
Fair vaiue hedge ineffectiveness? 424! 28 (3.9)
Private placement loan notes prepayments costs?® i e 15.9
Net tinance costs excluded from adjusted profit [ 3te 18.8
Total net finance costs R 62.4 72.0
i The Group has initially applied IFAS 16 at ¢ January 2019, using fhe medified h. Under this app. h, comparative informalion is net restated and the curmilative effact
of initially applying IFRS 16 is recognised in ratained earnings at the data of initial appln:etlon He!ar 1o note 5.4 for further dewls
2. Fak value hadge inaffectiveness includes ineffectveness from changes in currency basis, and the movement in mark-ta-rmarke! valuali on hedge derivatives rom the parceived change in
the credit worthiness of the counterparties 10 (hose insirumenis. 2018 included sarty 1ermination costs paid to noteholders an early repayment of privale placemant loan notes.
3. Private placement ioan noles prepayment cosis inchdes make-whole cosis paid to notehokders on eary repayment of principal in 2018.
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Section 4: Capital structure and financing costs continued
4.4 Leases

@ Accounting palicies

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

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

The following sets out the Group's lease accounting policy for all feases with the exception of leases with low vatue and term of 12 months or less
which we have taken the exemption in the standard. These are expensed to the income statement.

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

Lease iiabilities are measured at amortised cost using the effective interest rate method. Lease payments are apportioned between a finance
charge and a reduction of the lease liability based on the constant interest rate applied to the remaining balance of the liability. Interest expense is
included within net finance costs in the consolidated income statement.

L.ease payments comprise fixed payments, including in-substance fixed payments such as service charges and variable lease payments that
depend on an index or a rate, initially measured using the minimum index or rate at inception date. The payments atso include any lease
incentives and any penalty payments for terminating the iease, if the lease term reflects the lessee exercising that option.

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

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

Payments associaled with leases that have a term of less than 12 months or are of low value are recognised as an expense in tha income
staternent as incumed.

The Group as a lessor

The Group acts as an intermediate lessor of property assets and equipment. 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 transters to the lessee substantially all of the risks and rewards of ownership in relation to the underlying asset. If this is the
case, then the lease is a finance lease; if not, then it is an operating lease. When the Group is an intarmediate lassor, it accounts for its interests
in the head lease and the sub-lease separately. The Group recognises lessor payments under operating leases as income on a straight-line basis
over the lease term. The Group accounts for finance leases as finance lease receivables, using the effective interest rate method.

4.4.1 The Group as a lessee

2019 208
A recognlsed on the hal sheet £m &m  Type of ingnclal Instrumant
Lease liabilities 562.6 — Financial habilities

The Group has made judgements in adopting IFAS 16 such as determining contracts in scope for IFRS 16, determining the interest rate used for
discounting of fulure cash flows, and the lease term. The lease liability includes £14.3m of future lease payments (undiscounted) for leases with
termination options that could be exercised but are recognised at full term. The potential future cash cutflows of £44.2m (undiscounted) have not
been included in the lease liability because the Group is reasonably certain that the leases will not be extended. The assessment of the lease
term is reviewed if a significant event or change in circumstances occurs which affects this assessment and that is within the Group's contral to
changs.

The total cash outflow for ieases for the year ended 31 December 2019 amounted to £119.4m consisting of interest paid of £25.7m and capital
aelerment of £93.7m.

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

2019 2018 )
g d on tha kal sheet £m ¢m Type of firancial Instrument
Lease receivables 14.9 - Financial assels

Lease receivables at 31 Dacember 2019 comprises finance leases of £14.9m and operating leases of £nil. Reptat income recognised by the
Group during 2019 was £3.8m (2018: £nil).
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Section 4: Capital structure and financing costs continued
4.5 Financial instruments and the fair value hierarchy

@ Accounting policies

Financial instruments — classification of financial instruments
The Group classifies its financial instruments in the following measurement categories:

« those to be measured subsequently at fair value {either through other comprahensive income (FVOCH) or through profit or loss (FVPL)); and
« those to be measured at amortised cost.
The classification depends on the Group's business model for managing the fnancia! assets and the contractual terms of the cash flows.

Financial instruments ~ initial recognition
At initial recognition, the Group measures a financial asset al its fair value plus, in the case of a financial asset not at FVPL, transaction costs that
are directty attribulable lo the acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are expensed in profit of loss.

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

Purchasas and sales of financial assels are recognised on their trade date (i.e. the date the Group commits to purchase or sell the asset). Financial
assets are derecognised when the rights to receive cash flows from the financial assels have expired or have been transferred such that the Group
has transferred substantially all risks and rewards of ownership.

Debt instruments

Debt instruments are initially recognised at fair value less directly attributable trangaction costs and are subsequently remeasured depending on the
Group's business model for managing the assel and the cash flow characteristics of the assel. There are three maasurement categories into which
the Group classifies its debt instruments:

» Amortised cost: assets that are held for collection of contractual cash floaws, where those cash flows represent solely payments of principal and
intarest, are measured at amartised cosl. Interest income from these financial assets is included in net finance costs using the effective interest
rate method.

« FVDCI: assels that are held for collection of contractual cash flows and for selling the financial assets, where the assets’ cash flows represent
solely payments of principal and interest, are measured at FVOCI, Mavements in the carrying amount are taken through OCI, except for the
recognition of impairment gains or losses, interest income and foreign exchange gains and losses, which are recognised in profit or loss. When
the financiaf asset is derecognised, the cumutative gain or loss previously recognised in QCl is reclassified fram equity to profit or loss and
recognised in ather gains/{iosses).

« FVPL: assats that do not maet the criteria for amortised cost or FVOCI are measured at FVPL. A gain or loss on & debt investment that is
subsequantly measured at FVPL is recognised in profit or loss and presented within net finance costs.

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

Equity instruments

Investments in equity instruments are initially recognised at fair value and are subsequently remeasured at fair value with the moverment recognised
through profit or loss, except where an election has been made for the movement ta be recognised through other comprehensive income. An election
can be made on initial recognition of equity instruments that are neither held for trading or assets acquired as part of a business combination. Once
an elaction has been made all movemnents in fair value, with the exception of dividends, arg presented through QCI and there is no subsequent
reclassification of fair vaiue gains and losses to profit or loss following the derecognition of the investment. Dividends from such investments continua
to be recegnised in profit or loss as other income when the Group's right to receive payments is established.

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

Derivatives
Derivative financial instruments are initially recognised at fair value and are subsequently remeasured at fair value al the end of each reporting

period with the movement racognised through profit or loss, excepl where derivatives qualify for cash fiow hedge accounting. The effective proportion
of cash flow hedges is recognised in other comprehensive income and presentsd in the hadging reserve within equity. The cumulative gain or loss
is subsequently reclassified to profit or loss in the same period that the retevant hedged transaction is realised.

Barrowing costs
Borrowing costs divectly attributable to the acquisition, construction or production of an asset that necessarily takes a subsiantial period of time to

get ready for its intended use or sale are capitalised as part of the cost of the respective assets. All other borrowing costs are expensed in the
period they occur. Borrowing costs consist of interest and other costs thal an entity incurs in connection with the borrowing of funds.

4.5.1 Fair value hierarchy

The Group's financial assets and liabilities are classified based on the followirg fair value higrarchy:

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

« Level 2: other technigues for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indiractly.
With the exception of current financial instruments {which have a short maturity}, the tair value of the Group’s level 2 financial instruments have
been calculated by discounting the expected future cash flows at prevailing interest rates. The valuation madels incorporate various inputs
including foreign exchange spot and forward rates and interest rate curves. In the case of floating rate borrowings face value (approximates io
fair value because interest is set at floating rates where payments are reset to markel values at intervals of less than ane year.

+ Level 3: techniques which use inputs which have a significant effect on the recorded lair value that ara not based on observable market data.
Other financial instruments where observable market dala is not available have been held at either amortised cost or cost (undiscounted cash
flows), as a reasonable approximation of fair value.

During the year ended 31 December 2019, there were no transfers between fair value levels.
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Section 4: Capital structure and financing costs continued

4.5 Financial instruments and the fair value hierarchy continued

4.5.2 Financial assets and liabilities and thelr fair value hierarchy classification
Thae foliowing table analyses by classification and category the carrying value of the Group's financial instruments and identifies the level of the
fair value hierarchy for the instruments carried at fair value:

ks e Owvees
through through uged for  Amartiged Non-
At 31 Decomber 2019 Note ?f’:r;ri:; \ e 'Sk ‘qu?w hMlg‘“:ms “!?:r'ul Tci':: cu“?:‘r‘r: “mt:‘r‘l
Financial assets
{ease receivables’ 442 Level2 —_ — — 4.9 149 3.6 1.3
Cash fiow hedges * 4.2.4 lLevel 2 —_ _ 34 e 34 29 0.5
Non-designated foreign exchange forwards and swaps Level 2 3.2 — — —_ 3.2 i 0.1
Interest rate swaps a Level2 - - 1.0 —_ 1.0 _ 1.0
Cross-curency interest rate swaps a Level2 — — 80.9 — 09 15.5 65.4
Investments Level 3 1.5 -— —_— - 15 — 15
Other investments Level 3 — 24 —_ — 2.4 — 24
4.7 2.4 85.3 14.9 1073 251 822
Other financial assets
Cash 454 Level1 - —— — 409.1 409.1 408.1 —
Total financial assets 1 4.7 2.4 85,3 424.0 5164 4342 82.2|
?.::'; A:.'::‘; Dorlvatives
¥air value :2:’,‘:‘ '|: u‘?qﬂ :%':5 Amonm Towal Curmnt cum
At 31 Decamber 2019 Note  hlerarchy £m £m fm am €m £m £m
Financial liabilities
Private placement loan notes a level2 — — — 890.7 9907 2325 753.2,
Other ioan notes Level 2 — — — 0.3 0.3 0.3 —_
Cash flow hadges 424 Level2 —_ —_ 0.5 — 0.5 - 0.5
Non-designated foreign exchange forwards and swaps Leval 2 2.6 —_ —_ — 26 1.6 1.0
Cross-currency intarest rate swaps a Level2 — —_ 36 —_ 3.6 —_ 36
Public sector subsidiary parinership payment b Level 3 — — — 354 35.4 9.4 26.0
Contingent consideration ¢ Level3 5.0 —_ —_ - 5.0 5.0 —
Deterrad considgration Level 2 — - — 0.7 0.7 — D7
Put options of non-controlling inlerests d Level 3 - 108.7 — — 108.7 103.0 5.7
; 7.6 108.7 4.1 1,027.1 1,147.5 351.8 795.7
Qther financial liabilities
Overdrafts 454 Level1 — — — 286.3 286.3 286.3 —_
Lease liabilities' A4 Level 2 —_ _ —— 562.6 562.6 81.9  480.7
Total financial liabilities { 7.6 108.7 4.1 1,876.0 1,9964 7200 1,276.41}

1. Leass receivables refates lo amounts due k be received lor linance subleases where the Group s a Lessor and lease Kahilities relates to amounts due by the Group where the Groupis a
Lasses, Refer ko male 6.4 for further details on the impact of IFAS 16 on the Group.

Financial assets measured at amortised cost consist of cash, insurance assets recoverable, lease receivables and other investrments. The
carrying valuas of financial assets ars a reasonable approximation of their fair value due fo the short-arm nature of the instrumants. included in
olher investments are £2.4m (2018: £2.7m) of strategic investments in unfisted equity securities which arg not held for trading and the Group has
efected to recognise in FVQCI. During the year £nil dividends were received and no disposals made in respect of strategic investments.

Financial liabilities measured at amorlised cost consist ot overdralts, iease Yiabilittes and loan notes. With the exception of certain series within the
fixed rate private placement Ipan notes, the carrying value of financial liabilities are a reasonzble approximation of their fair value. This is because
either the interest payabla is close to market rates or the fiability is short-tarm in nature. The private placement loan note saries that remain
subject to fixed rate interest have a underlying carrying value of £450.0m and a fair value ot £462.8m. Lease liabilities, relating to amounts due
under leases where the Group is the Lessee, are measured at amontised cost using the eflective rate method.

The Group's key financial liabilities are set oul below:

a. Private placement loan notes
Private placemnent loan notes are issued at fixed rates of interest. Some of the series have been swapped into floating rates of interest.

To mitigate exposure to currency fluctuations the Group has entered into currency and interest rate swaps which effactively hedge movemenis in
the loan notes’ fair value arising from changes in foreign exchange and interest rates. The underlying carrying value of £915.5m {2018: £1,013.7m)
aftributable 1o aggregate private placement loan notes is calculaled before considering: (i) the carrying value of currency and interest rate swaps
of £81.9m (2018: £105.0m) included in financial assets and £3.6m (2018: £3.5m) included in financial liabilities; and (i} £3.1m (2018: £7.2m) of
hedging Ineftectiveness and arrangement costs.

b. Public sector subsidiary partnership payment

The public sector subsidiary partnership payment liability is an estimate of the annual preferred payments to be made by AXELOS Limited. As the
payment conditions have been reached and the fiability cap met, sensitivity to changes in either the discount rate of 2.8% or projected cash flows
have a nil impact,
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Section 4: Capital structure and financing costs continued

4.5 Financial instruments and the fair value hierarchy continued

c. Contingent consideration
Contingent consideration arises in business acquisitions and are dependent on the future achievernent of performance targets.

d. Put options of non-controlling interests

The iiability represents the present value of the cost 1o acquire non-controlling interests in AXELOS Limited and Fera Science Limited (see note
4.7). The cost to acquire the non-controfling interest in AXELOS Limited is based on a set multiple of earnings before interest and tax specified in
the put option agreement, The option heid by the non-tontrolling shareholder of AXELOS Limited is currently exercisable, and as a consequence
the liability has been classified as current. The option held by the non-controlling shareholder of Fera Science Limited is not expected to be
exercised within the year and as a resuit the liability has been classified as non-current and discounted at an annualised rate of 2.3%.

A sensitivity analysis shows: a 10% increase or decrease in the earnings potential of the business results in a £10.8m increase or £10.8m
dacrease in the valuation; and a 1% increase or decrease in the discount rate applied 1o the vatuation results in a £0.2m decrease or £0.0m
increase in the valuation.

Al fair AL fair o
value value Derivalives .
Fair valse mﬂt mgr:.u,.grhy m:ﬂ; Amo«zﬂeg Total Current cu'r‘v:‘:u
At 31 December 2(H8 Nate hierarchy Em £m £m £m £m £m tm
Financial assets
Insurance asset recoverable Level 2 — — - 1.3 1.3 1.3 —_
Cash flow hedges 424 Level2 e — 8.3 —_ 8.3 50 a3
Non-designated foreign exchange forwards and swaps a Level 2 39 —_ - o 39 241 18
Interest rate swaps a Level 2 — —_ 1.9 — 19 0.5 14
Cross-currency interest rate swaps a Level 2 —_ —_ 103.1 —_ 103.1 9.3 93.8
Investments Level 3 —_ 8.8 — i 8.8 — 8.8
3.9 8.8 113.3 1.3 1273 8.2 1081
Other financial assets
Cash 4.54 Levell — — o 9575 957.5 957.5 —_
Total financial assets 38 8.8 113.3 958.8 1.084.8 975.7 105.1
At fair Az fair
valje value Denvatives
Fair value I:'emgg'_ m;uuﬂ :333:?5 Amoru::: Toml Curren) cuNrr‘;nn;
At 31 Decembar 2018 Note hiararchy £m £m £€m £m £m £m £m
Financial liabilities
Private placement loan notes a Level 2 —_ — — 1,108.0 1,108.0 822 10258
Other loan notes Level 2 — — —_ 0.3 0.3 0.3 —
Temn loan Level 2 — —_ —_ 1000 1000 100.0 —
Cash flow hedges 424 Level2 — — 1.2 e 1.2 1.2 -
Non-designated foreign exchange forwards and swaps Level 2 1.4 — — — 1.4 1.4 —
Cross-currency interest rate swaps a  Levet2 — — 35 — 35 — a5
Public seclor subsidiary partnership payment b Level 3 e — — 43.5 43.5 9.4 341
Contingent consideration c Level 3 8.9 — — — 8.9 — 89
Deferred consideration Level 2 — — — 20 2.0 1.3 0.7
Put pptians of non-contrdlling interests d Level 3 - 118.5 - — 1185 107.3 11.2
10.3 118.5 47 1,253.8 1,3873 3031 10842
Other financial liabilities
Qverdrafls 454 Level1 — — _— 3148 3148 314.8 —
Total financial liabilities 10.3 118.5 4.7 1,568.6 1,702.1 517.9 10842
The following table shows the recanciliation from the opening balances to the closing balances for Level 3 fair values.
Pu1 options
Subsidiary al non- Invesiments
Contingent partnership econtroling and othet
consideration payment intarasts invesimenis
£m £m Em £m
At 1 January 2019 8.9 435 118.5 88
Reclassified to investments in associates - — — {6.4)
Profit and loss movernent {1.4) — — s
Utilised {2.5) 2.4 — —
Movement of put oplions recognised in equity — — (9.8} —_
Additions - — — 15
Discount unwing —_ 1.3 - —
At 31 December 2019 5.0 35.4 108.7 3.9
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Section 4: Capital structure and financing costs continued

4.5 Financial instruments and the fair value hierarchy continued

4.5.3 Borrowings

The Group has available to it a Revolving Credit Facility of £414.0m which maturas in August 2022 (extendable for a further year to August 2023
with the consent of the lenders by August 2021). The facility is avallable for the Group’s immediate use and £nil was drawn down at 31 December
2019 {2018: €nif). In Fabruary 2020 an additional bank joined the facility, increasing the aggregate facility amount to £452.0m.

In addition to the Revalving Credit Facility, in February 2020 the Group agreed a backstop liquidity facility of £150.0m. The backstop liquidity
facility has an initial maturity in February 2021, and is extendable at the optien of the Group to a tinal maturity in August 2022.

Borrowing costs of £nil were capitalised in the year (2018: Enil). At 31 December 2019, the Group's private placement ioan note series had an
GBP equivalent underlying carrying value of £915.5m (see note 4.5.2a) analysed as follows:

N Denomination Interest rate Face value
Maturity % m)
30 June 2020 GBP 478 ar.t
30 September 2020 GBP 373 55.7
19 July 2021 GBP 4.76 26.0
27 Qctobar 2021 GBP 2.18 36.0
22 January 2022 GBP 3.26 18.6
27 Qctober 2023 GBP 2.52 27.5
22 January 2025 GBP 3.54 7.4
22 April 2025 GBP .67 22.3
27 Qctober 2026 GBP 277 18.6
22 January 2027 GBP 3.58 238
Total GBP denominated GBP 273.0
30 June 2020 UsD 4.80 1857
19 July 2021 usD 4.50 175.3
26 July 2021 usD 4.75 ara
27 Qctober 2021 UsD 3.03 186
22 January 2022 usbD 3.33 29.7
22 April 2022 UsbD 3.43 483
22 January 2023 uso 3.45 39.4
27 October 2023 ' usp 3.37 17.8
22 January 2025 uso 365 74,3
27 Qclober 2026 usno a.59 193
22 January 2027 usD 3.80 27.5
Total USD denominated® uso 673.0
10 November 2022 EUR 213 166.1
10 November 2022 EUR 2.13 16.0
10 November 2027 EUR 2.88 ) 60.0
Total Euro denominated? EUR 242.1

1. The Graup has entered into inlerest rate swips 1o convert the interest cost to ficaling rates based on 6-month GBP LIBOA.

2. USD denominated loan notes have a GBP equivalent underlying carrying value of £439.6m. The Group has enlered into cross-currency inleres! rate swaps far the USD issues 10 achieve a
foating rale of interast based on G-month GBP LIBOR. Further disclosyure on tha Group’s vse ol hadges is includad in note 4.2,

3. Eurg denominated loan noles have a GBP equivalen: underlying carrying value of £202.9m.
4.5.4 Cash, cash equivalents and overdrafts

The Group has notional cash pools with certain banks under which the relevant banks may net cash balances with overdratts held by other
members of the Group. The Group's gross cash position is shown in the table below:

2018 2018

£m £m

Cash gnd cash equivalents 409.1 957.5
Querdrafts ., | (286.3) (314.8)
Cash, cash equivalents and overdrafts 122.8 642,7

Cash includes £28.5m heid in a 32-day notice account (2018: £28.5m held in a 3-month notice account),
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4.6 Issued share capital

Allotted, called up and fully paid 20‘"91 : 201:1 2%‘: 20&:
Ordinary shares of 2 1/15p each '

At 1 January I 1,67t.1 670.1 l 345 ' 13.8
Rights issue H — 1,001.0 1 - 20.7
At 31 December I 1,67t 1671114 3451 34.5

In May 2018, the Group offered a rights issue to existing shareholders on the basis of 3 shares for every 2 fully paid ordinary shares held. The

issue was fully subscribed and resulted in the issue of 1,001,032,281 ordinary shares at £0.70 per share.

__Share p lum _ e —— — —_ —
Qrdinary shares of 2 1/15p each €
At 1 January 1,143.3¢ 501.3
Righits issue ’ e ,f 642.0
At 31 December { 1,143.3; 1,1433

The rights issue in 2018 raised gross funds of £700.7m. The tatal aAmount capitalised to share capital and share premium was £662.7m (£700.7m

less issuance costs of £38.0m).

Treasury shares I 202 l 201,3 r 2%_1"9. ! 2051,&
Ordinary shares of 2 1/15p . ’ l |

At 1 January 2.9 29 {0.1) (0.1)
Shares allotted in the year l {0.3) — —! —
At 31 December ) 28} 291 {0.1) {0.1)

In 2019, the Group made no purchases of shares into Treasury and allotted 281,762 (2018: 28,057) shares with an aggregate norminal value of

£5,824 (2018: £580). The total consideration received in respect of these shares was £nil (2018: £nil),

Employee benefli trust shares {_ 2“.: ‘ 20‘:. H 2051:. | 2%1.2
Ordinary shares of 2 1/15p i '
At 1 January { 12.0 1.6 ! {11.1) (0.1}
Sharas acquired during tha year 0.5! 10.4 | — {11.0)

At 31 December_  _ T = so== . e ) 126] - - 1201 (1.1 - ~(11.1}y

The Group will use shares held in the employee benefit trust (EBT) in order 1o satisfy future requirements for sharas under the Group's share
option and long-term incentive plans. During the year, the EBT allotted nil (2018: 32,367) ordinary 2 1/15p shares with an aggragate nominal
value of £nil (2018: £669) to satisty exercises under the Group's share option and long-term incentive plans. The total consideration received in
respect of these shares was £nil {2018; £nil). The Group acquired 0.6m (2018: 10.4m) ordinary 2 1/15p shares paying an average market price of

£1,22 per share with the total value of £0.7m (2018: £11.0m).
The Group has an unexpired authority to repurchase up to 10% of its issued share capital.

4.7 Group composition and non-controlling interests

The Group's subsidiaries are listed in notes 7.3.4 and 7.3.16 of the parent company financial statements on pages 178 and 181-185. This list
includes AXELOS Limited and Entrust Support Services Limited which bath have 49% non-controlling interests, and Fera Science Limited which

has a 25% non-controlling interest.

The Group holds a majority of the voting rights in all of these subsidiaries and the Directors have determined thal, other than the entity
commented an below, in each case the Group exercises de facto control.

On 23 Sepiember 2014, the Secretary of State for the Department for Energy and Climate Change granled Smart DCC Ltd (DCC), a wholly-
owned subsidiary of the Group, a licence to establish and manage the smart metering communications infrastructure, governed by the Smart
Energy Code. Each year the Group reassess whather it has control over DCC as required under IFRS 10. The Group’s ability to control the
relevant activities of DCC is restricted by DCC's operating licence. The power that the Group has over DCC’s relevant activities by virtue of
awning it is imited (given the restrictions in the licence). That power is held by the board of DCC where the Group has minority representation in

compliance with the licence. The Group has therefore not consolidated DCG within its Group accounts. The disclosure of related party
transactions with DCC is included in note 6.1
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Section 5: Employee benefits

This section details employee related Hems that are not explained elsewhere in {he financial statements. In this section you will
find disclosures about:

5.1 Share-based payment pians
5.2 Pensions
5.3 Employee benefits expanse

@ Denotes accounting policies

o Denotes significant accounting judgements

Key highlights

Additional funding into

the defined benefit scheme Net defined benefit pension liahility
£71.1m £252.5m
(2018: £42.0m) (2018; £219.0m)

Employee benefits expense

£1,919.9m

(2018: £1,993.1m)

The net defined benefit liability increased year on year despite additional funding of £71.1m paid into the scheme as part of the deficit funding
plan.

Net defined benefit pension liability i 29 2018 Movemen)
£m Em £m
Defined benefit obligation 1,697.0 14305 266.5
Fair value of plan assets {1,444.5) {1.211.5) (233.0)
Net defined pension liability 252,5 219.0 33.5

The main reason for the increase in liabifities over the year was due to the material fall in the yields available on goed quality, long term corporate
bonds — which is used fo derive the discount rate to value the liabilities. The schemes are highly sensitive 1o the change in discount rates with a
0.1% change resulting in a £35.6m impact. The increase in the liability was mainly offset by an increase in the scherme assets due to employer
contributions and higher than expected returns which were partly due to the material 'eve! of hedging in Capila's main defined benefit scheme.

The Capita Pension and Life Assurance Scheme (CPLAS) is tha Group’s main defined benefit scheme. The valuation of liabilities for funding
purposes (the actuarial valuation) differs to the valuation for accounting purposes (which are shown in these financial statements) mainly due to
different assumptions being used and different market conditions at the dilferent vatuation dates (the effective date for the actuarial valuation is 31-
March). The assumptions used tor funding purposes allow for an appropriate amount of prudence, with the discount rale being based on the
actual assets of the CPLAS. While for accounting purposes the assumptions are determined on a best estimate basis in accordance with IAS19,
with the discount rate being based on the yields available on high quality corporate bonds of appropriate currency and term. Management
esfimate that at 31 December 2019 the net liability of the CPLAS scheme was significantiy less on a funding basis than on an accounting basis.
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5.1 Share-based payment plans
The Group operates a number of executive and employee equity-setiled share schemes.

@ Accounting policies

The fair value of the equity instrument granted is measured al 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 1o the award. Fair value is determined using an option pricing model, only taking
inte account vesting conditions linked 1o 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 ar service conditions. Where all service
and performanca vesting conditions have bean 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 extent to which the vesting period has expired
and management's best estimate of the achievement or otherwise of non-market conditions, the number of equity instrumants that will ultimately
vest or, in the case of an instrument subject to a market condition, be treated as vesling as described 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 ar 2 new award is designated as replacing a cancelled or setiled award, the cost based on the original
award terms continues 1o be recognised over the coriginal vesting period adjusted for the incremental fair value of any medification i.e. the
difference between the fair value of the original award and the fair value of the madified award, both as measured on the date of the modification.
No reduction is recognised it this difference is negative.

Where an award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not yet recognised in the consolidated
income statement for the award is expensed immediately. Any compensation paid up to the fair value of the award at the cancellation or
settiernent date is deducted trom equity, with any excess over the fair value being treated as an expense in the income statement,

The expense recognised for share based payments in respect of employee services received during the year to 31 December 2019 was £3.0m
(2018: £3.4m), all of which arises from equity-setfled 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 (details of which are contained in the Directors’' remuneration repont on pages 78-97).

The value of deferred shares is determined by the pay-out under the annuat benus scheme: half of the annual bonus is paid in cash and the
remainder is deferred into shares under the deferred annual bonus plan. Directors have the option to defer up to 100% of their annual bonus imo
deferred shares or net bonus into a restricted share award. The deferred/restricted shares are held for a periog 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 2019 was £1.30. The weighted average share price during the year was
£1.31 (2018: £1.48).

The totaf cash value of the deferred shares awarded during the year was £0.7m (2018: €nil).

Long-term incentive plans (LTIPS) - 2017

The 2017 LTIP was approved and adopted at the AGM on 13 June 2017 This scheme is open to Executive Directors and senior employees and
shares will vest according to performance criteria.

For the 2017 award, vesting of the award will depend an EPS growth and return on capital employed measured over a three-year period. 75% of
the number of shares which will vest is dependent upon the Company's EPS growth exceeding 3% and on banding within the scheme and 25%
of the number of shares which will vest is dependent upon the Company's return on capital employed exceeding 11%, and on banding within the
scheme.

For the 2018 award, vesting will depend on annualised cost savings, tree cash flow and margin. 100% of the number of sharas which will vest is
dependent upon the Company's annualised cost savings reaching £205m; free cash flow reaching £240m; margin of 12%; and customer
salistaction and employee engagement 12 point positive swing in net promoter score (NPS} in each. 25% of the number of shares which will vest
is depandent upon annualised costs savings reaching £160m; free cash flow reaching £180m; margin of 9%; custamer satisfaction and employee
engagement 6 point positive swing in NPS in each.

For the 2019 award, vesting will depend on free cash flow, EBIT margin and organic revenug growth. 100% of the number of shares which will
vest is dependent upon the Company's free cash flow reaching £250m; margin of 12%; organic revenue growth £4,050m; customer satigfaction
and employee engagement 12 point positive swing in NPS in each. 25% of the number of shares which will vest is dependent upon free cash flow
reaching £130m; margin of 9%; organic revenue growth £3,900m; customer salisfaction and employae angagement 6 point positive swing in NPS
in aach.
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Section 5: Employee benefits continued

5.1 Share-based payment plans continued

All of the above awards are subject to performance underpin - assessmant of the underlying financial and operational performance of Capita
over the performance period.

2019 2018

m m

Qutstanding at 1 January 29.7 89
Awarded during the year 17.2 271
Exercised (0.3) —
Forteited (8.6) (6.3)
Qutslanding at 31 December 3a8.0 29.7

Exercisable at 31 Decernber e —

The weighted average remaining contractual life of the abaove shares outstanding at 31 December 2019 was 1.5 years (2018: 1.5 years). There are
no exercise prices for any oplions issued under the 2008 LTIP scheme.

All schemes
The fair value of the options grantedfawarded during the year was £1.25 per share {2018: £1.10 per share). None of the existing option schemes
have exercise prices.

The fair value for the 2017, 2018 and 2019 share scheme issues is effectively the market price of a Capita share at the date of grant. Accordingly,
no assumptions have been disclosed, The fair value of equity-setiled share options granted pre-2017 is estimated at the date of grant using a
multiple simulation option pricing vaivation model, taking inte account the terms and conditions upon which the options were granted.

The expected life of the oplions is based on historical data and is not necessarily indicative of exercise patiterns 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. in
addition, within the 2008 LTIP is an average share price floor under which the share award will not vest, This floor is based on the Company's
average share price at the date of vesting. No other features of options grant were incorporated into the measurement of fair value.

5.2 Pensions

@ Accounting policies

Defined contribution pension schemes

lhe Group maintains a number of defined contribution pension schemes and for these schemes the Group has neo further payment obligations
once the contributions have been paid. The contributions are recognised as an employee benefit expense in the consolidated income statemeant
as the related service is provided and as they fall due.

Defined benefit pension schemes

In addition, the Group operates a definad benefit pension scheme and participales in a number of other defined benefit pension schemes, all of
which require contributions to be made to separate trustee-administered funds. The costs of providing benefits under these schemes are
determined separately for each scheme using the projected unit credit method, which attributes entitiement te benefits to the current period (10
determine current service cost) and to the current and prior periods {to determine the present value of the defined benefit obligation) and is
based on actuarial advice. Past service costs are recognised immediately in the consaolidated income statement.

When a seftement (eliminating all obligations for benefits already accrued) or a curtailment {reducing future cbligations as a result of a material
reduction in the scheme membership or a reduction in future entitlerent) occurs, the obligation and related plan assels are remeasured using
current actuarial assumptions and the resultant gain or loss recognised in the consolidated income statement during the period in which the
setttement or curtailiment cccurs,

Remeasurements of tha nat dafined benafit assetliability, which comprise actuarial gains and losses, the return on plan assets (excluding
interest) and the eflect of the asset ceiling (it any, excluding Interest), are recognised immediately in other comprehensive income and reflected
immediately in retained earnings and will not be reclassified 1o the consolidated income. statement. The Group determines the net interest
expense/income on the net defined benefit assetliability for the year by applying the discount rate used to measure the defined benelit obligation
at the beginning of the year 1o the then net defined banefit asset/liability, taking into account any changes in the net defined benefit asset/Tiability
during the period as a result of contributions and benefit payments.

Current and past service costs are charged to operating profit while the net interest cost is included within net finance costs.

In respect of one of the defined benefit pension schemes in which the Group participates, the Group accounts for its legal and constructive
obligation over the period of its participation which is for a fixed period only.

The liability on the consolidated balance sheet in respect of the defined benefit pension schemes comprises the total for each scheme, or group
of schemes, of the present valus of the defined benefit obligation (using a discount rale based on high quality corporate bonds), less the fair
value of plan assets out of which the obligations are to be satiled directly. The policy o determine fair value of plan assets is covered in the note
below. The value of a net pansion benefit assel is restricted ta the present value of any amount the Group expects to recover by way of refunds
fromi the plan or reductions in the future contributions.
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Section 5: Employee benefits continued

5.2 Pensions continued

o Significant accounting judgements, estimates and assumptions

The measurement of defined benelit obligations — the accounting cost of these banefits and the present value of pension liabilities invoive
judgements about uncertain events including such factors as the life expectancy of members, the salary progression of our current employees,
price inflation and the discount rate used to calculate the net present value of the future pensicn payments. The Group uses gstimates for all of
these faclors in determining the pension costs and lizbilities incorporated in our financial statements. The assumptions reflect historical
experience and our judgement regarding future expectations. The Group operates both defined tenefit and defined contribution pension
schemes.

Pension expense included in the consolidated income statement

2019 2018

£m €m

Defined contribution scheme 108.2 94.9
Defined benefit schemes

Current Service cost 7.0 8.2

Administration costs 3.9 29

Past service cost 0.3 6.6

Total charged to profit before tax . 119.4 1126

{nterest cost 4.4 9.4

Total in the consolidated income statement 1238 122.0

At 31 December 2019, retirement obligations were disclosed in relation to 11 (2018: 10} defined benefit pension schemes. The main defined
benefit scheme is the Capita Pension and Life Assurance Scheme.

The Capita Pension and Lite Assurance Scheme (CPLAS)

CPLAS is the Group's main defined begnefit scheme which closed to future accrual for most members in 2017 (less than 450 members continue to
accrue benefils) and currently rapresents around 93% of total defined benefit abligations of the Group totalling £1,585.9m (2018: £1,342.7m). The
CPLAS has plan assets of £1,353.1m (2018: £1,136.0m) and a net liability of £232.8m (2018: £206.7m).

Responsibility for the operation and governance of the CPLAS ligs with a corporate Trustee which is independent of the Group. The Trustee
Board is required by law to act in the interest of the CPLAS's beneficiaries in accordance with the rules of the CPLAS and relevant legislation
(which includes the Pension Schemes Act 1993, the Pensions Act 1995 and the Pensions Act 2004). The nature of the relationship between the
Group and the Trustee Board is also governed by the rules of the CPLAS and relevant legislation. The Trustee Board is chaired by an
independent Trustee.

The assets of the CPLAS are held in a separate fund (administered by the Trustee Board) to meet long-tarmn pension liabilities to beneficiaries.
Thae Trustee Board invest the assets in line with their Statement of Investment Principles, which is regularly reviewed.

A full actuarial valuation of the Scheme is carried out every three years by an independent actuary for the Trustee Board, with the last full
actuarial valuation carried out at 31 March 2017 The purpose of that valuation is to design a funding plan to ensure that the CPLAS has sufficient

assets available to meet future henefit payments, based on assumptions agreed between the Trustee Board and the Group. The 31 March 2017
actuarial valuation showed a funding deficit of £185.0m (31 March 2014: £1.4m). This equates to a funding leve! of 86.1% (31 March 2014: 99.8%).

As a result of the funding valuation, the Group and the Trustee Board agreed the following plan to efiminate the deficit:

2018 2019 2020 2021
Deficit contribution £42.0m £71.0m £69.0 £4.0m

The next full actuarial valuation is being caried out with an effective date of 31 March 2020 and as part of thal valuation the contribution
requirements wili be reviewed, and if necessary, amended.

Approximate funding updates are produced at each scheme anniversary when a full actuarial valuation is not being undertaken. The most recent
of these, at 3t March 2019, showed a funding level of 96% (31 March 2018: 87%).

The Group expects to contribute £74,0m 1o the CPLAS over 2020.

The valuation of liabilities for funding purposes differs to the valuation for accounting purposes (which are shown in these financial statements)
mainly due to different assumptions being used and different market conditions at the different valuation dates. The assumptions used for funding
purposes are agreed between the Trustee Board and the Group 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 determined on a best estimate basis in
accordance with 1AS19, with the discount rate being based on the yields avaitable on high quality corporate bonds of appropriate currency and

term.
1n 2012, the Group established the Capita Scotland (Pension) Limited Partnership (the 'Partnership’} with the CPLAS. Under this arrangement,

intellectual property rights (IPR) in specific Group software was lransferred to the partnership and the rights to use, develop and exploit this IPR
was licensed back to the Group in returp for an annual fee. The CPLAS's interest in the Partnership entitles it to an annual distribution of £8.0m

for 15 years from inception,
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5.2 Pensions continued

The Group's interest in the Partnership is fully consolidated into these Group financial statements. The Group has taken advantage of the
examption conferred by Regqulation 7 of the Partnerships (Accounts) Regulations 2008 and has, therefore, not appended the accounts of this
qualifying partnership o these financial statements. Separate accounts far the Partnership are not required to be, and have not been, filed at
Companies Housa.

Under 1AS 19 (Revised) the interest in the Partnership does not represent a plan asset for Group reporting purposes and therefore the CPLAS's
deficit position presented in these accounts does not reflect the CPLAS's interest in the Partnership. Accordingly, distributions frorn the
Partnership to the CPLAS are reflected in these Group accounts as pension contributions to the CPLAS on a cash basis as paid.

Other defined benefit schemes
The tolal employer contributions to the *Other’ schemes for 2020 are estimated to be £4.0m.

Admitted Body arrangemant

For the Admitted Body scheme, under which benefits continued to accrue until the contract ceased on 16 January 2020. The Group was required
to pay regular contributions as decided by the Scheme Actuary and as detailed in the scheme’s Schedule of Contributions. In addition, the Group
will be required 10 pay any deficit (as determined by the Scheme Acluary) that is remaining at the end of the contracl. We expect the deficit
contribution to be quantified in the first halt of 2020, with this amount estimated to be up to £1.0m. This will setfie the Group’s liability to the
Admitted Body scheme, In respect of this, the Group is carrying a sufficient ievel of provision in these financial statements.

Other UK schemes )

« An allocated section of a Local Government Pension Scheme under which benefits are continuing to accrue. The latest full actuarial valuation
(at 31 March 2019} showed there was a surplus on an ongoing basis and therafora no deficit contributions were required. There is no cross
subsidy with other employer sections. However, when the last contributing member ceases 1o be an active member, then this will trigger an exit
debt. At 31 March 2019, this was estimated at £3.3m.

= A segregated section of a rmulti-employer scherne undec which benefits are not continuing to accrue, The latest full actuarial valuation {at 31
March 2016) showed the section was 67% funded and deficit contributions of £0.9m pa were payable until 2031, There is no cross subsidy with
other employer sections.

« Three segregated sections in an industry-wide scheme for which only one section are benefits continuing to accrue. The latest full actuarial
valuations {at 31 December 2018) showed that two ol these sections were in surplus and therefore no deficit contributions were required. The
third section showed a small deficit but the Trustees agreed that no deficit contributions would be required. There is no cross subsidy with other
employer seclions.

+ Parficipation in a non-associated multi-employer scheme under which defined benefits are not continuing to accrue, The latest full actuarial
valuation {at 30 September 2017) resulted in the Group requiring to pay deficit contributions of £0.4m pa until 2026. If the Group were to cease
1o be a participating employer in this scheme there would be an exit debt payable. At 30 September 2017 this was estimated at £11.9m.

Overseas defined benefit schemes

The Group is responsibla for an Irish defined henefit scheme which is classed as a cross-border scheme whera the beneficiaries of the scheme
hava their liabilities, and the trustees hold assets, denominated in Euro. The scheme is governed under UK regulations and subject 1o the further
requirements applying to cross-border schemes. The latest full actuarial valuation (at 31 March 2019) showed a funding surplus and therefore no
deficit contributions were required. There are no members left accruing benefits.

The Group is also responsible for two Swiss schemes that provide defined contribution benefits but with certain guarantees {and are therefore
reported as defined benefit schemes under IAS19). They are administered and governed through collective foundations which are separate fegal
entities. Benefits are continuing to accrue in these schemes.

Additional defined benefit schemes

Thera are a further 48 (2018: 50) defined benefit pension arrangements in which various Gapita businesses have participated during 2019, 43 of
these arrangements relate to participation in funded and unfunded public sectar schemes (referred to as Admitted Body Arrangements as
described above) however contractual protections are in place allowing actuarial and investment risk to be passed on 1o the end customer via
recoveries for contributions paid. The nature of these arrangements vary from contract to contract but typically allow for the majority of
contributions payable to the schemes in excess of an initial rate agreed al the inception to be recoverad from the end customer, as well as exit
payments {for funded schemes) payable to the schemes at the cessation of the contraci, such that the Group's net exposure to actuarial and
investment risk is immaterial.

Itis estimated that around £9m of employer contributions were paid to these 48 schemes dusing 2019.

Judgement is required in determining the appropriate accounting treatment for the participation in all of the above schernes, in particular as to
whather actuarial and investment risk fall in substance on the Group. [t is considered that the net risk to the Group from these defined benefit
arrangements is immaterial and therefore the costs in relation to all of the above schemes have been included in the defined contribution pension
charge and no amounts are recognised an the Group's balance sheet.

Risks associated with the Group’s pension schemes
These defined benefit pension schemes expose the Group to various risks, with the key risks set out below:

Investment risk: the schemes invest in a wide range of assets with & view to provide long-term investment returns at particular levels. There is a
risk that investmant returns are lower than expected which, in isolation, could result in a worsening of the funding position of the schemes.

Interest rate risk: the IAS 19 discount rate is derived based on the yields available on good quality corporate bonds of suitable duration. if these
yields decrease, then in isolation, this would increase the value placed on the IAS 19 obligation and result in a worsening of the funding position
of the schemes.

Inflation risk: the liabilities of the schemes are linked to future levels of inflation. If future inflation is higher than expected then this would result in
the cost of providing the benelits increasing and thereby worsening the funding pesition of the schemes.
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5.2 Pensions continued

Longevity risk: if members live longer than expected, then pensibns will be paid for a longer time which will increase the value placed on the
liabifities and therefore worsen the funding pasition of the schernes.

In order to manage these risks, the Group and the trustees carry out regular assessments of these risks. For CPLAS, the main defined benefit

scheme the following actions have been taken:

* The CPLAS Trustee Board has entgred into two bulk annuity contracts with an insurer in respect of a smail number of high individual fiability
pensioner members (one in 2015 and the second in late 2017} with total value included in the assets at 31 December 2019 of £70.8m (2018
£68.7m).

* The CPLAS Trustee Board has entered into a Liability Driven Investment programms. The level of risk that is managed by this is set by varnous
market-relatad and funding trigger points.

Together, these actions have led to a current level of hedging (interest rate and inflation) of around 77% of CPLAS’s liabilities measuied on the

Trustee Board’s medium-term funding basis. As the funding level improves it is planned to further increase the level of hedging.

The hedging aims to match the value of the assets to the movement in liabilities arising from changes in market expectations of future inflation
rates and tuture gilt yields. This is to help protect and reduce volalility in funding valuations which are used to determine the cash contribution
requirernents to the scheme. As these accounting disclosures use the yields availabte on corporate bonds to determine the accounting liabilities,
the hedging may not have the same impact against changes as they do on a funding valuation. Over 2019, the yislds availabie on jong dated
corporate bonds have fallen by more than long dated git yields. This means that whifst the hedge has beer successiul for funding purposes, with
the assets moving broadly in line with funding liabilities, it has not had the same impact for the accounting liabilities and has contributed to the
accounting deficit increasing over the year,

As part of this strategy and to retain exposure to growth assets, the CPLAS Trusiee Board invest in derivatives to gain synthetic equity exposure.
Therefore, the equity allocation shown below is in economic exposure terms {i.e. inclusive of the derivative based position).

To illustrate how sensitiva the value of the defined benefit obligations are to different market conditions, the below table shows how much they
would increase if the assumptions were changed as shown (assuming all other assumptions remain constant):

Group Total

Change In asaumptions compared with 31 O ber 2019 ial assump! £m
0.1% pa decrease in discount rate 35.6
0.1% pa increase in salary increases 0.7
0.1% pa increase in inflation {and relatad assumplion, eq salary and pension increases) f 17.9
66.9

1 year increase Iin life expactancy

Assels and liabilities
Under 1AS19, plan assets must be valued at the lair value at the balance sheet date. The pian assets are made up of quoted and unquoted

investments, and asset valuations have been sourced from the respective scheme’s investment managers and custedians, based on their pricing

sources and methodelogies. Unquoted investments require more judgement as their values are not directly obsarvable. The assumptions used in

valuing unquoled investments are affected by current market conditions which could result in changes in fair value after the measurement date.

For the main asset categories:

* Equities listed on recognised stock exchanges are valued at closing bid prices.,

* Bonds are measured using a combination of broker quotes and pricing models making assumplions for credit and market risks and market yield
curves.

+ Properties are valued on the basis of an open market value or are valued using models based on discounted cash flow techniques.

* Assels in investment funds are valued at fair value which is typically the Net Asset Value provided by the investment manager.

» Certain unlisted investments are valued using a model based valuation such as discounted cash Aow.

« The value of bulk annuity contracts have been assessed by discounting the projected cash flows payable under the contracts (projected by an
actuary, consistent with the terms of the contract) and is equal to the corresponding liability calculated by reterence to the IAS19 assumptions.
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Section 5: Employee benefits continued

5.2 Pensions continued

The assets and liabifities of all of the defined benefit pension schemes (excluding additional voluntary contributions) at 31 December are:

Group total
2018 2018
Quoted Unguoted ‘fotal Quoted Unquoted Tolal
£m £m tm £m £m £m
Scheme assets at fair value:
Equities;
~ UK 4.2 26.3 30.5 52 03 55
-~ Overseas 93.9 219.6 313.5 102.8 99.3 202.1
— Private —_ 0.6 0.6 — 0.7 0.7
98.1 246.5 344.6 108.0 100.3 208.3
Debt securities:
- UK Government 638.5 e 628.5 3403 {0.1) 340.2
— UK Corporate 1.6 - 1.6 0.4 0.1 0.5
- Overseas Government 43.7 37 47.4 28 17.8 20.6
- Qverseas Corporate 72 62.8 140.0 0.5 118.5 118.0
~ Emerging Markets 0.7 3.7 324 0.3 29.2 29.5
- Private Debt — 63.1 63.1 —_ 57.3 57.3
— Secured Loans 1.6 — 1.6 1.6 — 1.6
762.3 161.3 924.6 345.9 222.8 568.7
Praperty 4.6 89.4 94.0 4.8 86.0 90.8
Infrastructure 1.3 —_ 1.3 0.5 — 0.5
Credit Funds 9.4 — 9.4 80 — 8.0
Assel Backed Securities 0.9 -_ 0.9 08 — 08
Hedge Funds 43.5 1220 171.5 an.7 1352 2159
Absolute Return Funds 0.6 — 0.6 s — —
Diversified growth funds 8.4 - 5.4 4.9 - 4.9
Insurance Contracts — 88.5 88.5 — 86.2 86.2
Cash {198.5) 3.7 (202.2) 22.5 1.4 23.9
ther 2.4 a5 59 1.4 2.1 3.5
{124.4) 299.7 175.3 123.6 2109 434.5
Total 737.0 707.5 1,444.5 12118
Present value of scheme liabilities {1,697.0) {1,430.5}
Net liability {252.5) {219.0)

The total net fiability that relates to other defined benefils schemes that is included in the table above is £19.6m (2018: £12.3m). Within this net
liability, some schemes are in surplus which ofisets this amount by £4.1m (2018:£5.9m).

These amounts do not include any directly owned financial instruments issued by the Group.

IFRIC 14

The Group has considered the impact of IFRIC 14 on the various schemes {in relation to either recognising a surplus or allowing for the impact of
any funding commitments made) and has concluded, based on the interpretation of the rules for each of the schemas, that IFRIC14 would not
limit the surplus or increase the deficits shown at this balance sheet date.

Reconciliation of retirement benefits
Explanation of constituents of the consolidated income statement.

The cost of providing the pension scheme over the year is broken down as follows:

+ Service cost is the cost 1o 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 scherne liabilities in the current period in relation to prior years' service,
» Administration costs are those enlailed by the pension schemes over the current period.
« Interest cost/(income) is made up of the interest cost on pension liabilities and assets over the current period based on the discount rate

adoptad at the start of the period.,
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5.2 Pensions continued

The following table shows a reconciliation from the opening balances to the closing balances for the net defined benefit liability and its
componenis:

Group lotal
Defined benefit Fair valus al plan assats Net defined ligbllity
2019 2018 2019 2018 2ms 2018
£m £m £m Em tm £m
At 1 January 1,430.5 1,584.6 {1,211,5) (1,177.8) 218.0 406.8
Included in the consolidated income statement:
Current service cost 7.0 8.2 —_ — 7.0 82
Administration costs 3.9 2.9 - — 3.9 29
Past service cost i 0.3 66 - -, 0.3 6.6
Settlements " — —_ — —_ —_—
Interest cost{income) 40.2 38.7 {35.8) (29.9) 4.4 9.4
Sub-total in consolidated income statement 514 56.4 {35.8}) (29.3) 15.6 27.1
Included in other comprehensive income:
Actuarial loss/{gain} arising from:
- demographic assumptiony 63 {16.1) e -— 63 (16.1)
- financial assumptions 2128 (100.7) —_ —_ 212.8 (100.7)
- gxperienca adjustmants 242 {39.5) —_ — 242 (39.5)
- changes in asset ceiling/minimurm liability — —_ -_ - — —
- recfassification of schemeg? 141 —_ {11.6) — 25 —
Return on plan assets excluding interest — e (139.1) 21.2 {139.1) 21.2
Foreign currency translation {0.8) 1.1 0.6 (0.9) — 0.2
Sub-total in other comprehensive income 256.8 {155.2) {150.1) 20.3 106.7 (134.9)
Employer cortributions — — {88.8) {80.0) (88.9) (80.0)
Contributions by employees 1.4 1.6 {1.4) (1.6} — —
Benefits paid {43.1) (51.6) 43.1 51.6 — —
Contract bulk transfers/business combinations . —_ (5.3) — 5.3 —_ —
At 31 December 1,697.0 1,430.5 {1.444.5) (1.211.5) 252.5 2190
%. It is now possibie lo identily, in & consistent and reasonabile basis, the share of 2ssets and liabilties baelonging to the Group in respect of its parics 1 i the 3 muiti-employer

scheme. The schama has been braught on to the defined benefit balance sheel a3 al 1 January 2019 {net liability as at that date of £2.5m). Previously is was accounted for gn a defined
contribution basis.

The defined benefit abligation comprises £1,637.0m (2018: £1,430.5m) arising from schemes that are whally or parly funded.

Ot the total pension cost of £15.6m (2018: £27,1m}), £7.3m (2018: £14.8m) was included in cost of sales, £3.9m (2018: £2.9m) was included in
administrative expenses, and £4.4m in finance costs (2018: £9.4m).

Breakdown of liabilities for the CPLAS
Information about the defined benefit obligation for the CPLAS:

oot i
of overal D i ol overa Ou
Nabiilty “';;’r‘"; tabisty (yfggg;
2018 2019 2013 2018
Active members 6 23.9 7 2486
Deferred members 62 23.3 64 239
Pensioners 32 13.4 29 135
Total 100 20.2 100 20.9
Financial and demographic assumptions
All schemas
28 2018
Main assumpions': % %
Rate of price inflation — RPLCPI 3.002.00 3.20/2.20
Rate of salary increase 3.00 320
Rate of increase of pensions in payment?:
- RAPlinflation capped at 5% par annurn 2.95 3.10
— APl inflation capped at 2.5% per annum 2.10 220
- CPtinflation capped at 5% per annum 205 2.25
— CPlinllation capped at 2.5% per annum 1.65 1.80
Oiscount rate 2.05 285
Expected take up maximum available tax free cash 85.00 85.00
1. Only the discaunt rale is relevan! 10 the Admitied Body . Difterent plions apply Yo non-UK schemes, for exampte: the discount rate for the krish Schemes are 1.20% per annum
and for the Swiss schemes itis D 15% par antus in 2019,
2. Thero are other kavels of pension increase which apply 1o padicular periods of membership,
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5.2 Pensions continued

The average future life expectancy from age 65 (in years) for mortality tables used 1o determine scheme liabilities for the various diffarent
schemas at 31 December 2019 and 31 December 2018 are as follows:

Member currently aged_ 85 (current ilfe sxpectancy) Member currently aged 45 (Iife expectancy at 65)

Mela Female Msle Female

i 209 ) 2008 ) 2019 | 2018 | 2019 | 2018 3 2019 | 2018

Capita Scheme’ , 227 22.7 ' 24, 2| 243 23.1} 23.1 25.2 254

Other Schemes? 22710 24.2| 227 1024.2 24.2t0248| 24310244 23110258 23110259 25210262} 254 tp 26.2
1. The assumptions used for itha Capita scheme are tallored for each ber. The make alk faran i in the longevity in the future. The rate for members

cumently aged B5 is derived from the pensionsr membership and the rale for members rewhing ane 65 in 20 yeass' ume is derived from non-pensioner membership,
2. This does not apply lo tha Admitted Body Schems.

5.3 Employee benefits expense

2019 2018

Notes £m . £m

Wages and safaries 1,626.8 1,7021
Social security costs 170.7 175.0
Pansion costs 52 119.4 112.6
Shara-based payments 5.1 3.0 3.4

1 1,919.8] 1,993

The agaregate amount of directors’ remuneration {salary, bonus and benefits) is shown on page 91 of the remuneration report.
« The aggregate amount of gains made by Directors on axercise of share options was £nil (2018: nif} (refer to note 6.1).
+ The remuneration of the highest paid Director was £789,678 {2018. £2.014,208).

* Payments have been made 1o a defined contribution pension scheme on behalf of four directors (2018 three Directors). For the highest paid
director, pension contributions of £38,250 (2018; £36,250) were made.

I 2019 | 2na
The ber of employ during the year was made up as follows: Number | Number

Sales 2,162 1,733
Administration 5,801 f 7.830
Qperations 55,322 56,239

| 63,285 65902

The average number of employees above reflects continuing operations and excludes employees relating to discontinued operations.
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Section 6: Other supporting notes

This section includes disclosures of those items that are not explained elsewhere in the financial statements.
in this section you will find disclosures about:

6.1 Retated-party transactions

6.2 Contingent liabilities

6.3 Postbalance sheet events

6.4 Adoption of IFRS 16 Leases

@ Denctes accounting policies

Key highlights

IFRS 16 Leases
The adoption of IFRS 16 has had a material impact for the Group as follows:

Balance sheet Impact

Recognition of a new right-of-use asset Recognition of lease liabilities Impact retained earnings detficit
£480.9m £562.6m £(40.8)m
At 1 January 2019 £568.2m At 1 January 2019 £643.9m Al 1 January 2019 £(26.8)m

Income statement impact

EBITDA Operating profit Loss before tax

£110.9m £11.7m £(14.0)m

Cash flow statement impact

£(115.7)m  £(90.0)m

Operating profit and EBITDA improved as renlal costs removed are only partially replaced by depreciation of lease assets on a straight line basis
over the lease term. While EBITDA has improved, there is a loss before tax due to the combination of depreciation and interest being higher than
the rental costs they replace. Interest charge which is determined based on the effective intarest rate method is larger in the initial years owing to
a higher lease liability. '

Although IFRS 16 has no impact on the Group's total cash flow, outfiows from financing aclivities increased while cash outflows from operating
activities decreased, as recognition of rental costs, previously recognised solely as cash outliows from operations are now apportioned between
interest paid and capital element of lease rental payments.

The Group's lease portfolio is expected to change over the next few years as a result of Group transformation plan, which includes &
rationalisation of Capita’s properties. Any changes to the lease portfolio will be accounted for when transacted as required under IFRS 16 and our
Group policy. Costs and impairments on the right-of-use assets arising from the property programme will be excluded from adjusted profit in fine
with the currant Group policy.
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Section 6: Other supporting notes continued

6.1 Related-party transactions
Compensation of key management personnel

2019 2018

Em £m

Short-term employment benefits 9.3 119
Pension 0.2 0.2
Share-based paymenis 2.6 —
121 12.1

Gains on share options exercised in the year by Capila plc Exgcutive Dirgctors were Enil (2018: Enil) and by key management personnel £0.1m
{2018: £nil), totalling £0.1m (2018: Enif).

During the year, the Group rendered administrative services to Smart DCC Ltd, a wholly-owned subsidiary which is not consclidated (refer to note
4.7). The Group received £83.4m (2018: £64.3m) of ravenue for these servicas. The services are procured by Smart DCC on an arm's length
basis under the DCC licence. The services are subject 1o review by Olgem to ensure that all costs are economically and efficiently incurred by
Smart DCC,

Capita Pension and Lite Assurance Scheme is a related party of the Group. Transactions with the Scheme are disclosed in note 5.2 — Pensions.

6.2 Contingent liabilities
Caontingent liabilities represent potential future cash outliows 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 guarantaes of €58, 1m (2018: £84.0m).

The Group is in discussions with a number of its life insurance clients, the outcomes and timings of which are uncertain but could result in the
continuation of contracts with amended terms or the termination of contracts. it an operaticn is terminated, the Group may incur associated costs,
accelerate the recognition of deferred income or the impairment of contract assets. As the outcome of these discussions is uncertain, the Group
has not made any provision for a future outflow of funds that might result from the eventual outcoma.

Capita completed the disposal of its Capita Asset Services businesses, including GFM, to the Link Group on 3 November 2017, Capita plc, as part
of the sale of the Capita Asset Services businesses, has provided an indemnity against certain legacy claims.

The Group has been notified under a supplier contract of a potential liability relating to past services received. The basis of any liability is
currently being discussed with the supplier, focusing currently on the method of any settiernent. The preferred approach is to settle the potential
liability, if any, via future committed spend with the supplier and accordingly the Group has not made any provision at 31 Decernber 2018 for a
future outflow of funds that might result. Additionally, there is currently no reliable estimate of any eventual outcome, and to disclose a potential
range would be prejudicial given the early stage of the discussions with the supptier.

The Group entities are parties to legal actions and claims which arise in the normal course of business. The Group throughout the year needs 1o
apply judgement in determining the merit of litigation against it and the chances of a claim successfully being made. It needs to determine the
likelihood of an outflow of economic benefits occurring and whether there is a need to disclose a contingent liability or whether a provision might
be required dus 1o the probability assessment.

At any time there are a number of claims or notifications that need to be assessed across the Group. The disparate natura of the Group entities
heightans the risk that not all potentiaf claims are known at any point in time. Under the transformation plan, the support functions including
commercial and legal are being strengthened and a Chief General Counsei has been appointed. This enhances the current processes in place to
assass the likelihood of historical claims arising.

6.3 Post balance sheet events

On 8 January 2020, as part of the property rationalisation, under IFAS 16, the Group extinguished a property lease liability (31 December 2019;
£20.9m) and acquired the freehold for £30.7m cash. This resulted in a derecagnition of £7.1m of the right of use asset, a £3.0m addition to
freehold property, and a charge to significant restructuring of £9.2m. There are no post balance sheet events that have an adjusting effect on the
financial statements.
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6.4 Adoption of IFRS 16 Leases

Adoption method
On adoption of IFRS 16 (effective 1 January 2019) the Group has elected to grandfather the assessment of which arrangements are leases,
Contracts not identified as leases under IAS 17 and IFRIC 4 were not reassessed for whether there is a lease under IFRS 16.

Under the tramsition rules, the Group has applied IFRS 16 using the modified retrospective approach, with the cumulative effect of applying the
standard recognised in retained earnings on 1 January 2019. Comparative information presented for 2018 has not been restated.

At transition

As a lessee, the Group previously classified leases as operating or finance leases based on its assessment of whether the lease transferred
significantly ali of the risks and rewards incidental to ewnership of the underlying asset to the Group. Under IFRS 16, the Group recognises right-
of-use assets and lease liabilities for all the leases on its balance sheet.

The Group used the following practical expedients when applying IFRS 16 to leases previously classified as operating leases:

» applied the exemption not to recognise right-of-use assets and liabilities for leases of low value or for which the lease term ends within 12
months of the date of initial application, on a lease-by-lease basis

+ relied on previous assessments on whather leases are onesous for impairment of right-of-use assets

» excluded initial direct costs from tha measurament of the right-of-use asset at the date of initial application

« used hindsight when determining the lease term if the contract contains options to extend or terminate the lease

« applied the exemplion not to separale non-lease components such as service charges from lease rental charges

Under transition rules for leases classified as operating leases, iease liabilities were measured at the present value of the remaining lease

payments, discounted at the Group's incremental borrowing rate at 1 January 2019,

Right-of-use assets are measured at cost, which comprised the initial amoumt of the lease liability adjusted for any lease payments made at or
before the adoption date, less any tease incentives received at or before the adoption date and less any onerous lease provisions (reclassified on
the opening balance sheat).

For a selection of material.long-term leases, the Group has applied the maodified retrospective mathod one approach, as it IFRS 16 had always
been applied using the incrementat borrowing rate at the date of initial application. Under this method, the difference between the right-of-use
asset and lease liability was recorded in retained sarmings. .

At 1 January 2019 the Group had no lease commitments previously classified as finance leases under IAS 17.

The Group is not required to make any adjustiments on transition to IFRS 16 for which it acts as a lessor, except tor subleases. Under IFRS 16,
the Group assessed the classification of subleases with reference to the right-of-use asset, not the underlying asset. This resulted in certain
leases being classified as finance leases under IFRS 16 and recognition of a finance (ease receivable {recorded within line item financial assets
an the consolidated balance sheet).

@ Accounting policies

The new accounting policies are disclosed in note 3.5 for right-of-use assets and note 4.4 for lease liabilities and lessors.
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Section 6: Other supporting notes continued
6.4 Adoption of IFRS 16 Leases continued

Impact of adopting IFRS 16: Ag reported At adaption
A s?:mmary ol the ir%pact on the Group ot adopting IFRS 16 is as follows: 31 Deceeiber e -iemuany
Note tm tm
Non-current assets
Property, plant and equipment 2136 —_ 213.6
Goodwill 1,259.0 - 1.259.0
Intangible assets 3287 — 328.7
Right-of-use assels a — 568.2 568.2
Contract tulfilment assets 264.2 —_— 264.2
Financial assets b 109.1 141 123.2
Deferred taxatian c 144.6 54 150.0
Trade and other receivables - 26.2 — 26.2
23454 587.7 2,933.1
Current assets
Financial assets b 18.2 3.0 21.2
Trade and other receivables d 77T {14.9} 756.8
Cash 957.5 — 957.5
Income tax receivable 09 — 0.9
1,748.3 (11.9) 1,736.4
Total assets 4,093.7 575.8 4,869.5
Current liabilities
Trade and other payables d €68.7 {26.1) 6426
Deferred income 580.3 980.3
Overdralts 314.8 —_ 314.8
Lease liabilities e —_ 3.3 95.3
Financial liabilities 303.1 R 303.1
Provisions d 96.8 (6.4) 90.4
2,363.7 62.8 2426.5
Non-current liabilities
Trade and other payables 1.8 —_ 11.6
Deferred income 2713 — 277.3
Lease (iabilities e _ 548.6 548.6
Financial liabilities 1.084.2 —_ 1,084 2
Daferred taxation 152 — 15.2
Provisions d 194 {6.8) 106
Employee benefits 219.0 — 219.0
1.6286.7 539.8 2,166.5
Total liabilities 3,990.4 602.6 4 .593.0
Net assets/{liabilities) 103.3 (26.8) 76.5
Capital and reserves
Issued share capital 345 — 345
Share premium 1,143.3 — 11,1433
-Employee bensfit trust and treasury shares (11.2) — {11.2)
Capital redemption reserve 1.8 _— 1.8
Other reserves 31 —_ 3.1
Retained deficit f  {1,135.3) {26.8) (1.162.1}
Surplus/{deficit) attributable to owners of the Company 36.2 (26.8) 9.4
Non-controlling interests 67.1 — 67.1
Tatal equity 103.3 {26.81 765

a. Right-ol-use assals: non-tument agsats have bean impacted due 1o recognition of right-ol-use assels on 1 January 2015. The righ-of-usa assels are initially measured al cost, which
comprises the inilial amount of the laase Hability adjusied los any lease paymenis made at or before 1he adopiicn dale less any lease incentives received at or before the adoption date

(reclassified on the opening balance shoet).

b. Finance lease receivable: Financial assets have been impacted by recognition of finance lease receivables where the Group acis as an intermediate lessor and has classified the sub lease as
a financa lease becauss 1he sub-iease is lor a substaniial amount of the remaining term of the head lease. The finance lease receivables have been classilied betweer cumen and non-

curent,

. Delerred tax assat: Under IFRS 16, a lease fiabilily was recognlised on the balance sheel from 1 January 2019, which wiil be recognised through the Income statament in subsequent periods,

Right-of-rse assets were aisa recognised an the balance sheet from 1 Janary & 2019 which will be charged to the income statement in subsequent periods. Under |AS 12, the lax base ol the
nel liahiity is tha amounl that will ba deducilé lor tax purposes. A is craated in retation to the net liability.

The impact of these changes is recogmsed for tax purposes via a lax adjustmen| which spreads over the waighled average keasa perod at 1 Janvary 2019. Under the principles of IAS 12, a

nel moverment of £5.4m iy asat J] arniging from an increasa in dalerred tax assels as & result of the transition 1o IFRS 16.
d. Reclagsificaiion of balance sheel items: As noled above In a, the rlghtd use assel is infiaily measured a1 cos! phus lease paymems made at or betaru the adoption date (pmpayrnema}. less
any leass incenlives received (rent free accruals) and less onemus provisions existing at the adoption dalg. These balances have been @ right-of. assal on

. Lease liabilities: Financial liabtkties have been inpacted due 10 the recogaition of lease liablities. This Iuab‘hty fs initially measunzd at the prasenl value of the Isasa payments that are not paid

al the pdoption date, discounted using the Group's incremental bormwing rate. The kease paymenls comprisas fixed pay fixed p ts such as service charges
and variable lease payments thal depend on an index or & e, tniially measured using tha minimum Index ot rale at commaencement Gats The leass liabilties have bean classifiad between
current and ron-cument.

. Revsineg daficli Fora sevecmn nl maierial ag4enm leases, the Group applied the modified mmsiaercme mathod one approach, whers he right-ol-use asse! is cakulaled lrom ihe lease

ir ion and depreci g In a charge to deficit repi ding the different b the right-0l-use asset and the firance lease liability.
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6.4 Adoption of IFRS 16 Leases continued

In calculating the lease liability to be recognised on adoption, the Group used a weighted average incremental borrowing rate at 1 January 2019
of 4.6%. The below outlines the differance between the Group's operating lease commitment at 31 December 2018 and the lease liability
recognised on adoption:

1da 29
Lease fiabilities recognised Ay <

Operating lease commitment at 31 December 2018 as disclosed in the Group's consalidated financial staternents 736.0
Discounted using the incremental borrowing rate at 1 January 2019 (113.5)
Extension and termination options reasonably certain to be exercised ’ 21.4
643.9
of which:
Current 95.3
Non-cucrent 548.6
In the period:

The impact to the income statement for the period to 31 December 2019 is as follows:

Expected adoption Actual adaption
impact tor the year  impact for the year
ending 31 December  anding 31 December
2019 2ms9

Consolidated income statement Em em
EBITDA 12 - 117 110.8
Depreciation expense 99 - 104 {99.2)
Operating profit 12-14 11.7
Net finance cosis on lease liabilities (26) — (28) (25.7)
Profit before tax (12) - (14) (14.0)

As a rasult of adopting IFRS 16, rental costs which were previously recognised in operating profit have been replaced by right-of-use asset
depreciation and net finance costs on the finance lease liability. As the asset is depreciated an a straight ine basis over the lease term and the
interast is accrued using the effective interest rate method, while EBITDA has improved, profit is reduced in the earlier years as a result of
applying IFRS 16,

Although IFRS 16 has no impact on the Group's total cash flow, outflows from financing activities increase while cash outflows from operating
aclivilies decraase, as recognition of rental costs, previously recognised solaly as cash outflows from operations are now apportionad between
finance charges and reduction of the lease aobligation.

Due to the Group transformation plan, which includes a rationalisation of Capita's properties, the Group's lease portfolio is expected 1o change
over the next few years. Any changes to the lease portfolio will be accounted for when transacted as required under IFRS 16 and our Group
policy. Costs and impairments on the right-of-use assets arising from the property programme will be excluded from adjusted profit in line with the
current Group policy.
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Section 7: Company financial statements

This section presents the company only financial statements for Capita ple (the Company). In this section, you will find
the tollowing:

7.1 Company balance shest
7.2  Company statement of changas in equity
7.3  Notes lo the Company financial statements

7.1 Company balance sheet

2018 2018
Notes £m £m
Non-current assets
Intangible assets 732 91.9 63.2
Tangible assets? 733 as.0 26.9
Investments - 7.3.4 568.9 507.9
Financial assets 7.3.5 67.0 100.3
Deferred taxation 736 6.8 6.0
Prepayments and accrued income 2.2 28
775.8 707.1
Current assets
Financial assets 7.3.9 21.5 18.3
Amounts owed by subsidiary undertakings® 2,598.8 969.5
Trade and other receivables 7.3.7 10.0 5.9
Prepayment and accrued income? 8.5 7.8
Taxation recoverable 63.6 306
Cash 26 509.9
27050 1,542.0
Total il 3,480.8 2,249.1
Current liabilities
Amounts owed to subsidiary undertakings® 1,588.9 17.6
Trade and other payables 7.38 20.7 19.1
Accruals and deferred income 26.8 381
Overdrafts 243 107.8
Financial liabilities? 7.3.5 1.7 2.6
Provisions 7.39 15.2 284

1,677.6 213.6

Noan-current liabilities

Borrowings 7.3.10 202.9 226.5
Financial liabilities? 7.3.5 5.3 3.4
208.2 229.9

Total liabilities 1,885.8 443 5
Net assets 1,585.0 1.805.6
Capita! and reserves

Issued share capital 7.3.1 345 345
Employee benefit trust and treasury shares 3.1 {11.2) (11.2)
Share premium 73.n 1,143.3 1,143.3
Capital redemption reserve 1.8 1.8
Mergar reserve 44.% 44.8
Cash flow hedging reserve — 0.8
Retained earnings 382.0 591.8
Total equity 1,595.0 1,805.6
1. During 2019 the Group undertook 3 restructuring of its intercompany loans. (n the majority of cases, tha Company has becoma principal lender or b in toans previ y 1

subsidiary undenzakings.

2. The Compary nas initially applied IFRS 16 a1 1 Janvary 2019, using the medified retrospective approach. Under this approach, comparative informalion s nol rastated and the eumulative
eflect of inilfally applying IFRS 16 is recognisad in relained eamings at the dale of initial application. Reler o note 7.3.1 for further details,

The Company's loss after taxation was £211.9m (2018; £120.1m loss).
The g
hendchounts were approved by the Board o

Rents,
4 March 2020 and signed on its behalf by:

companying notes form part of the financial g

44

8

Pat c
Chief Financial Officer Company registered number: 02081330
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Section 7: Company financial statements continued
7.2 Company statement of changes in eguity

beneht T8
ard Capital Cash flow
Share treasury Share  redemplion Merger hedging Retained
capilal shares premium reservg rasanva rasenve eamlrg: Tomal
£m £m £m £em £m £m £m
At 1 January 2018 13.8 {0-2) 501.3 1.8 44.6 — 7085 1,2698
Loss for the year — — — — - — {120.1) (120.1)
Qther comprehensive income — — — — — 0.8 — 0.8
Total comprehensive axpense for the year — — — - — [¢X ) (120.1) (119.3)
Share based payment —_ —_— —_ —_ —_ —_ 34 34
- Shares issued/(purchased)- - - 207 © (11.0) 8420 — - 7 — — 651.7
At 1 January 2019 34.5 (11.2) 1,143.3 1.8 44.6 0.8 5918 1,8056
Loss for the year — —_— — - —_ —_ (211.9) {211.9)
Other comprehensive inceme -— —_ — — — {0.8) = {0.8)
Total comprehensive expense for the year . — _ —_ — _ (0.8) (211.9) (212.7)
Share based payment — - e — — — 2.8 2.8
Shares purchased — — —_ e —_ _— (0.7) {0.7)
At 31 December 2019 34.5 {11.2) 1,1433 1.8 44.6 — 3820 1,595.0
1. Capila i cumently undergaing a mulli-year transioamation plan and therekre did not declare a dividend in 2019 or 2018.
The accompanying notes are an integral part of the financial stalements.
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Section 7: Company financial statements continued
7.3 Notes to the Company financial statements

7.3.1 Accounting policies

Basis of preparation

The financial statements have heen prepared in accordance with Financia! 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 disclosure exemptions available under that standard in relation to share
based payments, financial instruments, capital management, presentation of comparative information in respect of certain assets, presentation of
a cash-flow statement, standards not yet effective, impairment of assets and related party transactions.

The financial statements have been prepared on the historical cost basis and on the gaing concern basis, except for the revailuation of certain
financial instruments. Historical cost is generally based on the fair value of the consideration given in exchange for the goods and services. The
principal accounting policies adopted are the same as those set out in Sections 1 to 6 of the consolidated financial staternents, except as noted
below.

(a) Investments
Fixed asset investments are shown at cost, less provisions for impairment. The carrying values of fixed asset investments are reviewed for
impairment if events or changes in circumstances indicate the carrying values may not be recoverable.

{b} Pension schemes

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

The Company also has employees who are members of a defined benefit scheme operated by the Group — the Capita Pension & Life Assurance
Scheme (the ‘Capita DB Scheme’).

As there is no contractual arrangemaent or stated Group policy for charging the net defined benefit cost of the Capita DB Scheme is recognised
fully by the principal employer which is Capita Business Services Limited, a subsidiary undertaking. The Company then recognises a cost equal
to its contribution payable for the period. The contributions payable by the participating entities are determined on the following basis:

The Capita DB Scheme provides benefits on a defined benefil basis funded trom assets held in a separate trustee-administered fund.

* The Capita OB Scheme is a non-segregated scheme but there are around 200 different sections in the Scheme where each section provides
benefits on a particular basis (some based on final salary, some based on career average earnings) to particular groups of employees.

* At each funding assessment of the Capita DB Scheme (carried out triennially}, the contribution rates for those sections containing active
members are calculated. These are then rationalised such that sections with similar employer contribution rates (when expressed as a
percentage of pensionable pay) are grouped together and an average employer contribution rate for each of the rationalised groups calculated.

* The Company's contribution is consequently calculated by applying the appropriate average employer contribution rates to the pensionable pay
ot its employaes participating in the Capita DB Scheme.

A full actuarial valuation of the Capita DB Schema is carried out every three years by an independent acluary for the Trustee, with the last full
valuation carried out at 31 March 2017. The purpose of that vatuation is to design a funding plan to ensure that the pension scheme has sufficient
assets available o meet future benelit payments, based on assumptions agreed between the Trustee and the Group. The 31 March 2017
valuation showed a funding deficit of £185.0m (31 March 2014: £1.4m). This equates to a funding level of 86.1% (31 March 2014: 99.8%). The
principal employer has agreed to make additional contributions to the Capita DB Scheme totalling £176m over the period from November 2018 to
the end of 2021 to addrass the deficit. The naxt full valuation is expected to be at 31 March 2020. Note 5.2 of the Annual Report sets out more
detail,

{c) Share-based payments
Subsidiary undertakings of the Company reimburse the Company through the intercompany account for charges attributable to their employees
participating in the Company's share schemes,

(d) IFRIC 23
There is no material impact on the Company from the Group's adoption of IFRIC 23.
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Section 7: Company financial statements continued

7.3.1 Accounting policies continued

Adoption of IFRS 15
The Company has applied IFRS 16 using the medified retrospective approach, with the cumulative effect of applying the standard recognised in
retained earnings on 1 January 2019, The impact on the opening batance sheet is shown below:

A3 At adoption

December IFRS 16 1 January

2018 Impact 29

Note £m tm £m

Non-current assets Tangible assets a 26.9 0.4 27.3
Current liabilities Financial liabilities b 2.6 0.1 27
Non-¢urrent liabilities Financial liabilities b 3.4 0.3 3.7

|
!
|

use assets are initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or
befora the adoption date {reclassified on the opening balance sheet).

b Lease liabilities: Financiat liabilities have been impacted due lo the recognition of lease liabilities. This liability is initially measured at the
present value of tha lease paymanis that are not paid at the adoption date, discounted using the Group's incremental borrowing rate. The lease
liabilities have been classified between current and non-current.

7.3.2 Intanglble assets

a Right-of-use assets: Tangible assets have been impacted due to recagnition of EUIBEnt right:of-Use assets on 1 Janlary 2019, The fight-ok-

Capitalised

devesi:pwm::: imangoftt:lh; Total
£m £m £m

Cost
At 1 January 2019 37.2 29.8 67.1
Additions ( a5 . a5.11
Retirement (0.1) (0.6) (0.7}
At 31 December 2019 ] B2.2 29.3 11151
Amortisation
Al 1 January 2019 0.3 3.6 39
Charge for year T T3 2.8 41
Impairment 123 — 12.3
Retirement {0.1) {0.6) (0.7}
At 31 December 2019 ] 13.8 5.8 19.61 -
Net book value:
At 1 January 2019 36.9 26.3 63.2
At 31 December 2018 } 68.4 235 1.9

Cther intangibles relates to sofiware purchased from third parties. Refer to note 3.3 to the Group's consolidated financial statements for further
detail on the impairment in 2019.

7.3.3 Tangibie assets
Shon-term Equipment
teasshold  righl-ol-use-
Piant and  improvements assals’ Total
machinery £m £m £m
Cest
Al 1 January 2019 25.2 12.3 e 37.5
Adoption of IFRS 16 . - - 04 04|
Additions | 8.8 8.8 — 178!
Asset retirements ] {10.9) (0.1) —— {11.0)
At 31 December 2018 . 23.1 21.0 0.4 445
Depreciation
At 1 January 2019 98 o7 — 10.6
Charge for year i 48  eg T o7 T Tam]
Asset retirements ) ! (10.9) (0.1} — {11.0}
At 31 December 2019 1 3.9 1.5 0.1 551
Net book value:;
At 1 January 2018 15.3 116 — 26.9
At 31 December 2619 ! 19.2 19.5 0.3 39.0%

V. The Compary has initially applied FRS t6 al 1 Janwary 2019, using the modified retrospective approach. Under this approach, comparative information is nol restated and the cumulative
effect of initially applying IFAS 16 Is recognised in retained earnings at the date of initial application, Fgler 10 note 73.1 for furiher details.
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7.3.4 Investment

Shares in
subsidiary
undertakings
m
Cost
At 1 January 2019 507.9
[Additions’ §1.0]
{At 31 Decembar 2019 568.9 |
1. During e year ended 31 December 2018, Cap#ia pk invesled £61.0m in Capila Employee Benefits Limited.
Propartion of naminal
. . value
Direct invesiments Registered office o “g,".’hﬁné",';:p?},'s
Capita Employee Benefits Limited? 30 Berners Street, London, England, W1T 3LR 100%
Capita Legal Services Limited® 30 Berners Street, London, England, W1T 3LR 100%
Capita Financial Services Holdings Limited* 30 Berners Street, London, England, W1T 3LR 100%
Capita Group Insurance PCC Limited? Dorey Court, Admiral Park, St. Peter Port, Guernsey, GY 1 4AT, Guemsey 100%
Capita Gwent Consuitancy Limited® St David'S House Pascal Close, St. Mellons, Cardiff, CF3 OLW *51%
Capita Hoidings Limited' 30 Berners Street, Landon, England, W1T 3LR 100%
Capita International Limited® 30 Berners Street, London, England, W1T 3LR 100%
Capita Lite & Pensions Regulated Services 30 Berners Street, Londan, England, W1T 3LR 100%
SIMS Holdings Limited? {in liquidation) 30 Bermers Street, London, England, W1T 3LR 100%
gﬁgﬁngﬁ;’;égg ﬂ.-ﬁ;?;'&?mem Benelit 30 Berners Street, London, England, W1T 3LR 100%
Capita lreland Limited? 2 Grand Canal Square, Grand Canal Harbour, Dublin 2, Ireland 100%
Capita Life & Pensions Services Limited® 30 Berners Street, London, England, W1T 3LR 100%

1. Invesling holding company.
2. Qutsourcing services company.

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 o be taken and has been agread to by the Directors of those subsidiary entities.
Listed in note 7.3.16 to the Company financial statements are subsidiaries controlied and consolidated 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 2019 in
accordance with Saction 479A of The Companies Act 20086.

In arder to facilitate the adoption of this exemption, Capita pic, the parent company of the subsidiaries concerned, undertakes to provide a
guarantee under Section 479C of the Companies Act 2006 in respect of those subsidiaries.

Derails of all indirect subsidiaries, as required under Section 409 of the Companies Act 2006, are reported in note 7.3.16 to the Company financial

statements.
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Section 7: Company financial statements continued
7.3.5 Financial instruments

I “Rnsnclal  Financial | Financial Financlal
l Py tlgbiiities assets liabilitias
R
Cash flow hedges 1 — —1 8.3 1.2
Non-designated foreign exchange forwards and swaps 6.6 31 3.9 14
Other debt securities held , — — 1.3 o
Leasae liabilities’ - — 03 — —
Interest rate swaps } 1.0 a6 240 —
Cross-currency interest rate swaps 80.9 —_ 103.1 3.4
—- —— e — " 885" 7.017 "18E 8O
Analysed as:
Current ’ 215 1.7 18.3 26
Non-currant ' 67.0 5.3 100.3 34
i 88.5 7.0] 118.6 6.0

1. The Company has initially applied IFRS 15 21 1 January 2019, using the mndified relrospective approach. Under ihis appreach, comparative information is not restated and the cuwlauv‘a

eftect of initiatly applying IFRS 16 is recognised in retained earmings al the date of initial appBeation. Aeler o nate 7.3.1 lor turther details.

7.3.6 Deferred taxation

2019 208
£m £m
The deferred taxation included in the balance shee!l is as follows: §
Accelerated capital allowances 2.6 0.6
Losses j 4.2 3.4
Provisions —_ 2.0
i 6.8} 6.0
7.3.7 Trade and other receivables
2019 2018
£m em
Trade receivables . 0.2 1.3
Other debtors - - - - o o T R T 1 1.0f ~ 08
Other taxes and social security 8.8 3.7
i 10.0} 5.9

7.3.8 Trade and other payables

Trade creditors l ) 18.4* 158
Other creditors 2.3 2.8
Other taxes and social security —) 0.9
i 20.71} 19.1
7.3.9 Provisions
Provisions 2%‘:. t 2%1:}
At 1 January [ 28.4 ! 130.4
Reclassified from amounts falling due atter more than 1 year _— E a5
Provisions provided far in the year 01! —
Provisions released in the year 1.2y (13.2)
Utilisation {2.1) (89.4)
At 31 December i 15.2, 28B4

The majority of the provisions relate to the claims and litigaticns pravision (£7.1m) and business exit provision (£7.4m). Further detail on these
provisions can be found in note 3.6 to the Group's consolidated financial statements.
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Section 7: Company financial statements continued
7.3.10 Borrowings

2ms 28
£m £m
Private placement loan notes : 202.9 226.5
Repayrnents fail due as foliows: )
In more than 2 years but not more than 5§ years 152.6 172.9
In mare than b years 50.3 53.6
Total borrowings 202.9 226.5
The Company issued guaranteed unsecured private placement ioan notes as follows:
Interest e . EuR
(%) Denomination (m) Maturity
Fixed rate bearer notes 2.13 EUR 186.1 10 November 2022
Fixed rate bearer notes 288 EUR 60.0 10 November 2027
Schuldschein oan 2.13 EUR 16.0 10 November 2022
Total of euro denominated private placement loan notes 242 .1

7.3.11 Share capital

Cisclosures about the share capital, share premium, employee benefit trust and treasury shares of the Company have been included in note 4.6
to the Group's consolidated financial statements.

7.3.12 Commitments and contingent liabilities

(a) The Company has a committed Revolving Credit Facility of £414 Om which matures in August 2022 (extendable for a further year to August
2023 with the consent of the lenders by August 2021) of which £nil was drawn down at 31 December 2019 (2018: £nil), In February 2020 an
additional bank joined the facility, increasing the aggregate facility amount to £452.0m.

In addition to the Revolving Credit Facllity, in February 2020 the Group agreed a backstop liquidity facility of £150.0m. The backstop liquidity
facility has an initial maturity in February 2021, and is extendable at the option of the Group to a final maturity in August 2022,

(b} The Company has provided, through the normal course of its business, performance bands and bank guarantees of £58.1m (2018: £84.0m).

7.3.13 Related-party transactions

In the following, figures for purchases and sales are for transactions invoiced during the year inclusive of Value Added Tax where applicable. Al
transactions are underiaken at normal market prices.

During the year, the Company sold goods/services in the normal course ol business o Urban Vision Partnership Limited for £0.1m (2018: £0.1m).

The Company purchased goods/services in the normal course of business for £nil (2018: Enil). At the balance sheet date, the net amount
receivable from Urban Vision Partnership Limnited was £nil (2018: £nil).

During the year, the Company sold goods/services in the normal course of business to Entrust Support Services Limited for £0.3m (2018: £0,6m).

The Company purchased goods/services in the normal course of business for £nil (2018: Enil). At the balance sheet date, the net amount
receivable fram Entrust Support Services Limited was €nil (2018; £nil).

During the year, the Company sold goods/services in the normal coursa of business to AXELOS Limited for £0.3m (2018: £0.1m). The Company
purchased goods/servicas in the normal course of business for £0.3m (2018: £nil). At the balance shest date, the net amount receivable from
AXELOS Limited was £0.1m (2018: £nil).

During the year, the Company sold goods/services in the normal course of business 1o Capita Glamorgan Consultancy Limited for €0.1m (2018:
£0.1m). The Company purchased goods/services in the normal course of business for £nil (2018: £nil). At the balance sheet date, the net amount
receivable from Capita Glamorgan Consultancy Limited was €nif {2018: Enil).

During the year, the Company sold goods/servicss in the normal course of business to Fera Science Limited for £0.3m (2018: £0.3m). The
Company purchased goads/sarvices in the normal course of business for £nil {2018: £0.1mj). At the balance sheet date, the net amount
receivable from Fera Science Limited was £nil (2018 Enil).

7.3.14 Pensfon costs

The Company operates a defined contribution scheme. The pension charge for the dafined contribution scheme for the year was £1.4m (2018:
£2.4m).

7.3.15 Share-based payments

The Company operates several share-based payment pians and details of the schemes are disclosed in note 5.1 of the Group’s consoligated
financial statements,

The Group recognised an expense for share-based paymenls in respect of employee services received during the year to 31 December 2019 of
£3.0m (2018: £3.4m), all of which arises from equity-settled share-based payment transactions. The total Company expense, after recharging
subsidiary undertakings, charged to the profit and loss account in respect of share-based payments was £2.1m (2018: £1.3m).
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7.3.18 Related undertakings

Financiat

statements

The stated address relates to the place of incorporation of the entity, which is the same as its tax residence in all cases other than Capita Group
Insurance PCC Limited which is incorporated in Guernsey, but which is 1ax resident in the UK.

Uniess otherwise stated, all shareholdings are owned indirectly by the Company and represent 100% of the issued share capital of the subsidiary.

Company nama Share class Company name Shara class
3C DIALOG Saalfetd GmbH * 823,000.00 Capita {South Africa) {Pty} Limited = ZAR1.00 Ordinary
inary
Acutest Limited @ £1.00 Ondinary Capita {(USA) Holdings inc. ' US$1.00 Odinary
Adalo GmbH*® €22,500.00 Capita Aurora Limited * £1,00 Ordinary
Ordinary
Akinika Oebt Recovery Limitad ¢ £1.00 Ordinary Capita Birmingham Limited " £1.00 Ordinary
Akinika Limited? £1.00 Ondinary Capita Buikling Standards Limited ® £1.00 Owdinary
Akirika UK Limited * £1.00 Ordinary Capita Businass Sarvices Ltd* £1.00 Ondinary
Amity Communications Limited (in liquidation) * £1.00 Cdinary Capita Business Support Services Ireland Limited * €1.00 Qafinary
AMT Group Limited * €1.00 Crdinary Capita Commercial Insurance Services Limited ® £1.00 Oudinary
AMT-Sybex (Engineering) Limiled (in liguidation)’ £1.00 Ordinary Capita Consuiting Limited {in liquidation) ' £1.00 Crdinary
AMT-Sybex (1) Limited * €1.00 Crinary Capita Corporate Diractor Limited * £1.00 Ondinary
AMT-Sybex (Managed Sarvices) Limited * €1.00 Ordinary Capita CTIH{USA) LLG ™ US$%1.00 Ordinary
AMT-Sybex (Ni) Limited (in liquidation) # £1.00 Ordinary Capita Customer Managemanl Limited ® £1.00 Oinary
AMT-Sybex (Research) Limited * €1.00 Odinary Capita Cusiomer Services {Germany) GmbH €1.00 Oddinary
AMT-Sybex (Software) Limited * €1.00 Ordinary Capita Cusiomer Services AG 1 CHF1.00 Ordinary
AMT-Sybex Group Limited * €0.0012 Ordinary Capita Gustomer Solutions {UK) Limited ® £1,00 Ordinary
AMT-Sybex Holdings Limited {in liquidation) £1.00 Ordinary Capita Customer Solutions Limited €1.00 Ordinary
AMT-Sybex Limited® £1.00 Ordinary Capita Cyprus Holdings Limiled *® £1.00 Ondinary
Artificial Eabs Ltd * £0.00 Prelerred A Capita Cyprus Limited €1.00 Eum
Aspire Business Solulions Ltd (in liquidation) ' £1.00 Omdinary Capita Dubat Limnitad * £1.00 Ordinary
Atlas Master Trust Trustee Limited ¢ £1.00 Ordinary Capita Employese Benefits (Consulling) Lirmited ® £1.00 Ondinary
Axalos Limited ** €0.01 Cedinary B Capita Employee Benefits Holdings Limited* £1.00 Ordinary
Barrachd Intelligence Solutions Limited (in liquidation) ™ £1.00 Omdinary Capits Employse Benefits Limited *” £1.00 Ordinary
Barrachd Limited ? £1.00 Ondinary Capita Employea Banefits Servicas Limited {in £€1.00 Ordinary
BCS Design Ltd * £1.00 Ordinary liquidation)*
Beovax Computer Services Limited * £1.00 Qmiinary Capila Energie Services GmbH*' * €1.00 Ordinary
Booking Servicas international Limited * £1.00 Odinary Capila Financial Servicas Holdings Limited®” £1.00 Omdfnary
Brentside Communications Limited * £1.00 Ordinary Capita Gas Fegistration and Ancillary Services Limited ®  £1.00 Ordinary
Brightwave Enterprises Lirited ® £1.00 Ordinary Capita Glamorgan Consultancy Limited * ¥ £0.01 Ordinary B
Brightwave Holdings Limited ® £1.00 Ordinary Capita GMPS Trusteas Limited ¢ £1.00 Ordinary
Brightwave Limited ¢ £1.00 Odinary Capita Grosvenor Limited ® £1.00 Ondinary
BS| Group Limited ® £1.00 Qrdinary Capia Group Insurance PCC Limited *° €1.00 CG1
BS! Holdings Limited (in liquidation) * £1.00 Ordinary Capila Group Limited? €1.00 Ordinary
Gall Centre Technology Limited ® £1.00 Ordinary Capita Group Secretary Limitad ® £1.00 Ordinary
Calt Vision Technologies Lid ® £1.00 Ordinary Capita Gwenl Consullancy Limited ** ° ¥ £0.01 Ordinary A
Capita (3522258) Limited (in liquidation) ! £1.00 Ordinary %alﬁggtmsl‘shead Benefit Consultants Limited (in £1.00 Ordinary
Capita (6588350) Limited * £1.00 Ordinary Capita HCH Limited ® £1.00 Ordinary
Capila (Banstead 2011} Limited {in liquidation) ' €1.060 Omdinary Capita Haallh and Wellbeing Limited ® £1.00 Oinary
Capita (D1) Limited * £1.00 Ordinary Capia Heallh Holdings Limited ® £1.00 Odinary
Capila (Dubai FZ) Limited & 3%;1 .000.00 Capita HELM Corporation Limited (in liquidation) * £1.00 Ordinary
inary
Capita (Isle of Man) Limited {in liquidation) * £1,00 Ordinary Capiia Holdings Limited & £1.00 Ordinary
CAPITA {Luxembourg) s.a 1.1 '¢ £1.00 Omdinary Cagpita B Solutions (lraland) Limiled * €1.00 Ordinary
Capila (Polska) Spoka z ograniczon adpowiedzialnoceci ©  PLZ50.0¢ Ordinary Capia |B Solulions (UK} Limited ¢ £1.00 Ordinary
Capita India Private Lirmited ** INF10.00 Ordinary
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7.3.16 Related undertakings continued

Compiany namo Share class Company name Share clage
Capita Insurance Sarvices Group Limited ® ::ga L% g{:ci’?ary A Capita Symonds India Private Limited ** 1NR10.0¢ Ordinary
Capita Insurance Services Holdings Limited ® £1.00 Odinary Capita Translation and Interpreling Limited & €1.00 Ondinary
Captta Insurance Services Limited ¢ £1.00 Odinary Capita Tranglation and Interpreling LLC 7 US$1.00 Ordinary
gggitlraikl‘;\:n#)iqam Building Infrastructure Services Limited  £1.00 Ominary Capita Traval & Evants Holdings Limited * £1.00 Odinary
Capita International Limited &~ €1.00 Odinary Capita Travel and Events Limited ® £1.00 Ordinary
Capita International Retirement Benefil Schemes Trusiges £1.00 Odinary Capita West GmbH ¥ €25,000.00
Limited ®~ Qrdinary

Capita Ireland Limited * ™ €1.00 Ordinary Capita Workplzce Technaology Limited ® £1.00 Ondinary
I(ii:xﬁg:igniin‘s Cansulling India Private Limiled (in INR10.00 Ordinary Cardiff Research Cansortium Limited (in iquidation}’ £1.00 Ortinary
Capita IT Services (BSF) Holdings Limited £1.00 Oxdinary CAS Services US Inc ® US$1.00 Ordinary
Capita IT Services (BSF) Limited * £1.00 Orlinary CCSD Services Limitad * £1.00 Onjinary
Capita IT Servicas Holdings Limited & £1.00 Ondinary CHKS Limitad® £1.00 Ontinary
Capita IT Services Limited * £1.00 Ordinary Chinica} Solulions Acquisition Limited ® £1.00 Odinary
Capita Justice & Securs Sarvices Holdings Limitad ® £1.00 Ortinary Clinicat Solutions Finance Limited * £1.00 Ondinary
Capita Land Limited ® £1.00 Ondinary Clinical Solutions Holdings Limited ¢ £1.00 Ondinary
Capita Legal Services Limited *~ £1.00 Odinary Clinical Solutions International Limited * £1.00 Owjinary
Capita Life & Pensions Regulated Services Limited ®* £1.00 Oddinary Clinical Soltutions IP Limited ¢ £1.00 Odinary
Capita Life & Pensions Services Limitad ° £1.00 Odinary CMGL Group Limited * £1.00 Ondinary
Capita Life and Pensions International Limited® £1.00 Oinary CMGL Holdings Limitad £1.00 Oddinary
Capita Lite and Pensions Services (Ireland} Limited * * €1.27 Ocdinary Cobalt Insurance Holdings Limited 7 * £0.10 Qdinary A
Capita Life and Pansions Services (Isie of Man) Limited 2 £1.00 Ordinary Cobex Corporate Membaer No. 1 Limited ** £0.01 Ondinary
Capita Managed IT Solutions Limited £1.00 Odinary Complete Imaging Limited # £1.00 Ondinary
Capita Managing Agency Limited ® £1.00 Oddinary ﬁ:qc:‘r&;:ﬁa ;r:\aging Trustee Company Limited (in £1.00 Ordinary
Capita Mclarens Limiled * £1.00 Ondinary Computedand UK Limited * £1.00 Ondinary
Capita Morigage Administration Limited ° £1.00 Ondinary Contact Assogiatas Limited £1.00 Osfinary
Capita Morigage Soflware Soiulions Limilgd ® £1.00 Onfinary Cost Advocates Limited (in liquidation) ' £1.00 Ontinary
Capita Norman + Dawbarn Limited 30 NGN1.GO Qrdinary CPLAS Trustaes Limiled & £1.00 Ondinary
Capila Offshore Services Privale Limiled (in liquidation) ¥ INR10.00 Ordinasy Creating Careers Limited * £1.00 Ordinary
Capita Property and Infrastructure (Structures) Limited ®  £1.00 Ordinary CS Clinical Solutions India Private Limited INR10.00 Ordinary
Capila Property and Infrasiructure Consultants LLG 2« SEMI?;‘_;ODO.OO Cymbio Limited * £1.00 Ondinary
Capita Property and Infrastructure Holdings Limited ¥ £1.00 gldinary Daisy Updata Communications Limited @+ £1.00 Ondinary B
mnlleadﬁropeliy and Infrasfructure International Holdings  £1.00 Omdinary Data Equipment Limitad (in liguidation) ' £1.00 Ordinary
Capita Property and Infrastructure Intarnational Limited *  £1.00 Ordinary Data Mait Systems Limited (in liquidation) ' £1.00 Ordinary
Capila Proparly and Infrastruciure Limited ® £1.00 Ordfinary Dabt Solulions (Holdings} Limiled ® £1.00 Ordinary
Capila Property and Planning Lirnited (in liquidation) ! £1.60 Ondinary Design & Manage Curope Limited (in sirike off) %~ £1.00 Ondinary
Capita rentable GmbH % €17,500.00 Ondinary Dupree Hotdings Limiled * €1.00 Ondinary
Capita Resourcing Limiled & £1.00 Odinary E.8. Consultants Limited * £1.00 Ordinary
Capita Retail Financial Services Limited £1.00 Ordinary Eclipse {Hargwars) Limited® £1.00 Ondinary
Capita Scotland General Partner (Pension} Limiled 2 £1.00 Ordinary Elactra-Nel (UK) Lirnited ® £1.00 Ondinary
Capita Secure Information Solutions Limited ¢ £1.00 Ordinary Electra-Net Group Limited ¢ £1.00 Ordinary
Capita Secure Mabils Solutions Limited (in liquidation) **  £1.00 Ordinary Electra-Net Holdings Limiled ® £1.00 Ocdinary
Capita Sarvicas (Isle of Man) Limited = £1.00 Oddinary Emercom Ltd * £1.00 Odinary
Capita SIMS (India} Private Limited < INR10.00 Crdinary Entrust Educalion Services Limited (in liquidation) ' £1.00 Ordinary
Capita Southampton Limited * £1.00 Ordinary Entrust Support Services Limited © ¥ £1.00 Ordinary X
Capita Sid GmbH > €1.00 Ondinary Equita Limited " £1.00 Ordinary
Capita Symonds (Agia) Limited £1.00 Ondinary Equitable Holdings Limitea * £1.00 Ortinary
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7.3.16 Related undertakings continued

Company nams Share class Company name Share class
ESA Design Limited (in liquidation) ' £1.00 Odinary NYS Hodings Limited (in liquidation) ¥ £1.00 Ondinary
Eureka Assessoria Empresarial Lida ™ BRL1.00 Ordinary Octal Business Solutions Limited ® £1.00 Ordinary
Ewristix (Holdings) Limited® £1.00 Odinary Opin Systams Limited < £1.00 Ordinary
Eurislix Limjled * £1.00 Odinary Optilead Inc. '® gg&.om Common
Evolvi Rail Systems Limited ® £1.00 Ordinary Optilead Limitad * £1.00 Ordinary
Expote! Hotel Resarvations Limited ¢ £1.00 Ordinary Optima Legal Services Limited * £1.00 Ordinary
Fara Sciance Limited ** €1.00 Odinary B Qrange Bus Limited {in liquidation) ' £1.00 Ordinary
Fire Service College Limited ® £1.00 Ordinary PageCne Communications Limited * £1.00 Ordinary
FirstAssist Services Limited * £1.00 Odinary Pardus Holdings Limited - £1.00 Onfinary
Fish Financial Solutions Limited (in liquidation} £1.00 Ordinary Pay360 Limited * £1.00 Ordinary
FPS Goup of Companies Limited {in liquidation) * £1.00 Ondinary Pearvasiva Limited ® £1.60 Omdinary
Full Circle Comact Cantre Services (Proprietary) Limited ¥ ZAROD.01 Ordinary Pervasive Networks Limited ® £1.00 Ordinary
G L Hearn Limited * £1.00 Cudinary PIFC Consulting Limited (in liquidation) * £1,00 Ordinary
G L Hearn Management Limited® £1.00 Odinary Premier Medical Holdings Limited "« £1.00 Omdinary A
G2G3 Digital Limited (in liquidation) ' £1.00 Ondinary Rathcush Limited * €1.00 Ordinary
Gissings Trystees Limited * £1.00 Ondinary RE [Regional Enterprise) Limited ¢~ £1.00 Ordinary A
Grosvenor Career Services Limited ¢ £1.00 Ominary Aetain International (Holdings} Limited® £1.00 Ondinary
Hallco 1626 Limitad (in liquidation) ' £1.00 Omdinary Retain Internationaf Limited * £1.00 Ondinary
Health Anatytics Lid * £1.00 Qudinary mﬁﬁ m;;:;nem Solutions Holdings Limited (in £1.00 Ondinary
1BS Dpensystems (UK) Limited {in iguidation} ' £1.00 Owdinary Rpss & Roberts Limiled £1.00 Onfinary
Inlernational Reservalions Limited (in strike off) ® £1.00 Ordinary Sbj Benefit Consultants Limited * £1.00 Odinary
International Travel Group Limited * £1.00 Omjinary 5bj Professional Trustees Limited® . £1.00 Ordinary
:Lﬁig;lt?;r:)u_ional Translation Resources Limited (in £1.00 Ordinary SOP Regeneration Services 2 Limiled ® £1.00 Ominary
John Crilley Limited (in liquidation) ' £1.00 Ordinary Securily Watchdog Limitad® £1.00 Ondinary
Knowledgepoo! Group Limited © £1.00 Ondinary Sigma Seven Limited < £1.00 Omdinary
Lalameelings.com Limited ® £1.00 Ordinary SIMS Holdings Limited {in liguidation) '~ £1.00 Odinary
Leadeail Limited * £1.00 Ordinary SIMS Limitad & £1.00 Ondinary
Legal & Trade Collections Limited [in liquidation) ' £1.00 Ordinary Smart DCC Limited * £1.00 Odinary
Liberty Communication Sarvices Lid. (in liquidation) ¢ £1.00 Ordinary Smartpaint Limited {in liguidation) ' £1.00 Ondinary
Liberty Printers {Ar And R Reddin) Lirmited * £1.00 Odinary Solid Stale Solutions Limited (in kquidation) ' £1.00 Ondinary
Lovejoy Parinership Limited (in liquidation) ' €£1.00 Qrdinary Sp Collect L.4d {in liquidation) ™ £1.00 Odinary
Madagans Limited {in liquidzton)’ £1.00 Ordinary STL Technologies Limited (in liquidation) * £1.00 Ondinary
Magnos {Hoidings) Limited {in liquidation) * £1.00 Ordinary Striesen Holdings Pty Lid ® £0.21
QOrdinaryshares
Markel Mortgage Limnited *+ £0.001 Qudinary Symonds Projact Management Consultancy (Beijing) US50.00 Ordinary
Capila Shares Lid +
Marrakech (Ireland} Lirnited * €1.00 Oudinary Symends Travers Margan (Hong Kong) Limited 7 HKD19.00 Ordinary
Marraksch (UK.} Limited * £1.00 Ordinary Synaptic Software Limited * £1.00 Ordinary
“Marrakech Limited * €1.00 Ordinary Synetrix (Heldings) Limited (in liquidation) ' £1.00 Ondinary
Medicals Direct International Limited * £1.00 Ordinary Synetrix Limited {in liquidation) * £1,00 Ondinary
Metacharge Limited ® £1,00 Ordinary Tascor £ & D Services Limited * £1.00 Ordinary
Micro Librarian Systems Holdings Limited {in liquidation)®  £1.00 Ontinary Tascor Services Limited © £1.00 Ordinary
Micro Librarian Systems Limited ® £1.00 Ordinary TELAG AG ® HF1,000.00
Ordinary
Munnypot Limiled *** £0.01 Ondinary Tempus Financa Limited ° £1.00 Ordinary
NB Real Estate Group Limited {in liquidation} ' £1.00 Ordinary The Fishar Training Group Limited * £1.00 Ondinary
NB Real Egtale Holdings Limited {in liquidation} ' £1.00 Ordinary The G2G3 Group Ltd. 2 £1.00 Ordinary
Network Technology Solutions (UK) Limiled £1.00 Omdinary The Royal Borough of Kensinglon and Chaelsea Assurad  £1.00 Ordinary
{in liquication) * Homes Limited (in liquidalion)
NYS Corparate Cid. * £1.00 Crdinary The Write Research Company Limited ? £1.60 Qrdinary
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7.3.16 Related undertakings continued

Company nsme Share clasa ’ Company name Share class
Thirty Three Group Limited * £1.00 Ordinary Venues Event Managemant Limited ® £1.00 Ominary
ThirtyThree APAC Limited ™ HKD1.00 Ofinary Vilanova Management Limited * €1,00 Ordinary
ThirtyThree USA Inc. ¥ US51.00 Owdinary Vision 2 Learn Limited {in liquidation) ' £1.00 Oddinary
Trustmarque Solutions Limited £1.00 Odinary Voice Marketing Limited® £1.00 Ondfinary
Updata Inlrastructure (UK} Limited ® £1.00 QOinary Wabowden Limited * €1.00 Oafinary
Updata {nfrastructure 2012 Limited 8 £1.00 Oudinary Western Mortgage Services Limited ¢ £1.00 Ondinary
Urban Vision Parinership Limited #* £1.00 Oedinary B Waestpoinl Limiled (in liquidation} £1.00 Ondinary
Ventura (India) Private Limited 3 INR10.00 Odinary Woolf Limited® £1.00 Ordinary
Venlura (UK) India Limited * £1.00 Ordinary

Fooinotes Registared affice

*  Companies directly held by Capila pk.

~ Shareholding owned indirectly by the company and represent 11.32 % of the issued share

capital of subsidiary.

> Sharehniding owned indirectly by the pany and rep
capital of subsidiary.

< Sharehokiing ownad indirectly by the company and represent 19.90% of the Issued share
capila! of subsidigry.

+ Sharehokiing ownerd indirectly by the pany and rep
capila! of subsidiary.

o Sharehalding ownad indiractly by the pany and
capﬁal ol aubsidiary.

jing owned indirectty by the and repi

capital of subsidiary.

¥ Sharehalding owned indiractly by the company and repiesent 49.8% of the issusd share
capital of subsidiary.

A Shareholding owned indireclly by the compary and rep/esent 50% of the issued share
capital of subsidiary.

44% of the lssuved share

¥ Shareholding owned ind y by the and rep: 1t 50.1% of the issued share
capital of subsidiary.
¥ Sharsholding owned indirectly by the company and represent 51% of the issued share
caphal of subsldiary.

4 Sharehokiing owned indirectly by the company and represent 74,9% of the issued share
capilal of subsidiary.

8 Shareholding owned ly by the and repi
capilal of sngsldlary

[ Sharehoiding owned Indlracw by the company and represent 97.3% of the issued share
capital of subsiciary.

L 75% of the issued share
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t 15.16 % of tha issued share

22.72% of the issvad share

24.60% of the issuad shame
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13.803, Marviing House, 38 Quaen's Road Central, Han%

14,850 New Burton Road, Sulta 201, Daver, DE. 19904, United Siates

15.8th Flogs, Union Castia Building, 55 S1 Gaorges Mail, Cape Town, B0, South Adrica

15.9, Allee efter, L-2520, Luxambou

17 9, Bonthilt Stresl, London, EC2A 4DJ, England & Wales

18. Alamada dos Guarimnmns no 93¢, 1sl Flgor, Suite D1, Bairo, Moema, CEP
04076-011, Brazil

19 Arria One, '144 Marrison Strwet, Edinburgh, EH3 BEX

20 Bedtond House, 168 Bediord Sirvel, Betles), BT2 70T

21. Bourna House, 475 Gaoodstone Road, iaale Sui A3 0BL. England

22, (E:!oﬂuulejonn 2ref Floor, 1 Westtarry Circus, Cana ﬂ' Londos, Ei4 4H0,
nglan

23.Centrym Blurgwe Lubicz Lul. Lubicz 23, Krakow, 31-503, Poland, Potand

24.Civic Centra, Che Road, Swinton, M27 SAS, Uniled Kmd

25 Cllndu Houu L Suneal Duuglas IMS9 1RZ, Islg O Man

Service C. 1, Cemerville Road, Sulte 400, Wirnington, County of

e O vam08 U] Sates

27 uoorpofgnm Trus: Cenitra, 1209 Orange Strest, Wilminglon, New Castia, OE, 13801,
nited States

28.Darey Coutt, Admiral Park, St Peter Port, Guemsey, Guamnsey, GY1 4AT

24 Hardiurmeatrasse 107, Zirich, 8005, Swilzeriand

30 Hepworth House, Claypil Lane, Legds, LS2 BAE, Uniled Kingdom

31 Hilview Housa, 61 Church Read, Newlgwnabbey, Co Anlrim, BT36 7LQ

32 Kalertaler Sir, 190, Mannheim, 55157 Germany

23 21, 0?3!8 Y

34.Kommandantensicale 22, Bedin, 10889, Gevma.ny

35.Konstanzerstrasse 17, TAgerwilan, B274,

36.Landmark vmual Oﬂices Alrica Ra Buildmg Plol 1679 Karimu Kotun Slreel Lagos,
Victoria Island, N ?’

az ULwen;dNo 3, ga!e itlage 7, Dubai International Finance Centre, Dubai, PO BOX 45983,

nited Arab

36.Lindred House, 20 Lindred Road, Briedials, Nelson, Lancashire, BB9 S5R

3%.Montague Hauss.Adslaide Hoad, Dubkn 2, DUBLIN 2, I:eland

40.Mr S r. The Grange, Bishops Cleave, C hire, GL52 BYQ,
United Kingdom

41 Nassayer Hing 39-41, Kreleld, 47803, Germany

42 Sautﬂsignmﬂulldng Elismuyir Way. Tannochside Park Uddingsion, Glasgow, G71 5PW,

43.Plant 05, éu!a No.2, Godrej and Boyce Complex, | BS Marg, Pircishahnagar, Vikhrol

West), Murnbai, 400 079, India s o gar.

44.Room 815 Zhucheng Building, No Jia 6§ Zhongguancun South Streel, Beijing 100086,
Handiars District

45.5! Uavit's Houss, Pascal Close, St Mallons, Cardift, GF3 OLW United Kingdom

45.The Beacan, 176 51 Vincan! Sireet, Glasgow, G2 55G, United Kii ull

47 g\a Cnunyard Shoreham Road, Upper Beeding, Sieyning. West Sussex, Bivad 3T,

ngland
48.The Rive Cantra, Rivarway, Stafiord. ST16 31'H Unites Kingtom
49. Themiswkli Dend 3, Julla House, P.C. 1066, Nicosi 5
a City SEZ, Margapana Cily, Huaapsa.r Pune, Maharashtra,

SOPNOGEL Mo
N

ndia
51 Unh:, m:ﬁ Park, Bancombe Poad Trading Estate, Somenan. Somersal, TAY1 658,
52.Unit B, Wes! Cork Technology Park, Clonakifty. Cork, lreland
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Section 7: Company financial statements continued

7.3.16 Related undertakings continued

Listed below are subsidiaries controlled and consolidaled by the Group, where the Directors have taken the exemption from having an audit of its
financial statements for the year ended 31 December 2019. This exemption is taken in accordance with Companies Act Section 479A,

Company mg-urﬂﬂon

Company rame Company regl C y hame
Brightwave Enterprises Limited 066783 Debt Solutions (Holdings) Limited 3673307
Brightwave Holdings Limited 7462788 Euristix Limited 05420948
Brightwava Limited 4092349 Health Analytics Lid 6g47862
Capita Gas Registration and Ancillary Services Limited 5078781 Marrakech {U.K.) Limited 3785263
Capita HCH Limited 2384029 Pervasive Limited 5679204
Capita IT Services (BSF) Limited 1855936 Pervasive Netwarks Limited 3429318
. CCSD Services Limited 5399460 SDP Regeneration Services 2 Limited 4626963
CHKS Limited 2442956 Tempus Finznce Limited 6943069
Clinical Solutions Finance Limited 5337592 The G2G3 Group Lid. 5C199414
. Clinical Solutions international Limited 4394761 The Write Research Company Limited 04272836
Creating Careers Limited 3885966 Thirty Three LLP 0C372712
. Cymbio Limited 6462086
.,.
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Section 8: Additional information

In this section
8.1 Shareholder information
8.2  Alternative performance measures

8.1 Shareholder information

In this section we have provided you with some key information to
manage your shareholding in Capita plc.

Useful websites

Capita (www.capita.com/finvestars)

Qur corpaorate site is our main external communication channe! whare
we showcase our servicas, solutions and innovations from across the

wider Company. It also contains an investor section, where instifutional

and private shareholders can access the latest announcements,
financial and statutory information and reports.

Shareholder portal (www.capitashares.co.uk)

Capita’s register of shareholders is maintained by Link Asset Services.
Qur shareholder portal is a secure online site where you can manage
your sharehoiding quickly and easily. You can manage many aspects,
such as viewing your holding, updating contact details, managing

dividend payments, requesting to receive shareholder communications

by email and registering. To register you will need your invesior code,
which can be found on your share certificate or dividend confirmation.

e-communications

Help us communicate with you in a greaner, more efficient and cost-
effective way by switching from postal 1o email communications, which
means that we will notity you by email each time new sharehoider
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 sharehelder portal is below.,

Managing your shareholding .

We aim to communicate effectively with our shareholders, via our
website www.capita.com/finvestors. Shareholders who have questions
relating to the Group’s business or wish to receive further hard copies
of annual reperts should contact Capita’s investor relations team on
020 7799 1525 or email: IRTeam @capita.co.uk.

if you have any queries about your shareholding or dividend payments
please contact the Company’s registrar, Link Asset Services:

Link Asset Services
The Registry

34 Beckenham Rocad
Beckenham

Kent BR3 4TU

Email: enquiries @linkgroup.co.uk

Tel: +44 {0} 371 664 03001 (Calls are charged at the standard
geographic rate and will vary by provider. Calis outside the United
Kingdom wili be charged at the applicable international rate.)

Lines are apen 9.00am - 5.30prm, Monday to Friday excluding public
holidays in England and Wales.

186 Caplta plc Annyal Repart 2019

Share dealing

A quick and easy share-dealing service is available for existing Capita
shareholders 1o either seli or buy Capita plc shares online aor by
tetephone.

For further information go to: www linksharedeal.com or telaphone +44
{0) 371 664 04451. Lines are open 8.00am - 4.30pm, Monday to Friday
exsluding public holidays in Engiand and Wales.

if you have only a small number of shares which are vneconomical to
sell, you may wish to donate themn to charily free of charge through
ShareGift (Registered Charity 1052686). Find out more at
www.sharegift.org.uk or by telephoning 020 7830 3737

1. Cails 1o D871 numbera coast 12p per minula plus your phone company's access charge,

Calls 1 0371 numbers are chamyed at a standand geographic rala and will vary by provider:
Calis ouiside the United Kingdam will be charged at the applicatle intemational rate.

Company contact details

Registered office

Capita plc

30 Berners Street

London W1T 3LR

Tel: 020 7793 1525

Ragistered in England and Wales with registration number: 02081330

Investor Relations
IRTeam@capita.com
Director of Investor Aelations - Stuart Margan

Company Secretariat
secretariat@capita.com
Group Company Secretary — Francesca Todd -

Company advisers

Independent auditor
KPMG LLP
Corporate brokers
Citi bank

Goldman Sachs

Bankers
Barclays Bank ple

Citi bank

Deutsche Bank AG

Goldman Sachs International Bank
ING Bank NV, London Branch

Lloyds Bank Pic

National Westminstar Bank plc
Sumitomo Mitsui Banking Corporation

Corporate communications
Powerscourt

Registrars
Link Assel Services

-
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8.2 Alternative performance measures

The Group presents various alternative performance measures (APMs) as the Directors believe that these are useful for users of the financial
statements in helping to provide a balanced view of, and relevant information on, the Group’s financial performance, position and cash flows. This
includes key performance indicators {(KPis) such as return on capital employed, interest cover and gearing ratios by which we monitor our
performance.

2018 2018 Source
Revenue — continuing operations i
Repotted revenue £3,678.6m £3,918.4m Lineitem in income staterment
Deduct: business exit {€£31.2m) (£103.7m) Line item in note 2.2.1
1. Adjusted revanue £3,647.4m £38147m
1Operating profit - continuing operations '
Reported aperating profit * T f04m £34.9m Line item in income stateme -
Adjusting items in note 2.4 £305.7m £299.5m
2. Adjusted operating profit' £306.1m  £334.4m
Adjusted operating profit margin 8.4 % 8.8 % Adjusted operating profitadjusted revenue
2018 2018 Source
_ROCE-Pre IFRS 16 i
Adjusted operating profit’ a £306.1m £334.4m WNote 2.4
Adjusted tax rate b 158 % 9.7% Section 2 - Taxation
Tax c=axb £48.4m £32.4m Adjusted operating profit multiplied by tax rate
Adjusted operating profit after tax : d=a-c¢ £257.7m £302.0m Adjusted operating profit less tax
Current year net (liabilities)/assets e (€£23.2m) £103.3m Line information in balance sheet excluding the impact
from adoplion of IFAS 16
Currant year net debt before IFRS 16 f £789.9m £464.1m Line item in note 2.10 — cash flow

information, net debt exchuding the impact of
deferred consideration and finance leases thal
arose from the adoption of IFAS 16

Adjustments o capital employed g £1,262.0m £1,276.5m Includes post-tax impact of accumulated acquired
intangible amortisation, fixed rate swaps, put options
and pensions

m' = e+f+g £2,028.7m £1,843.9m Used in 2019 average capital employed

Lass: acquisttion spend in year . h — —  Consideration paid — cash acquired + debt acquired
Current year capital employed i= e+f+g+h  £2,028.7m £1,843.9m

Prior year net liabilities j (£929.8m)

Prior year adjusted net deit k £1,103.9m

Comparative prior year adjustments I £1,359.7m Includes post-tax impact of accumulated acquired

intangible amortisation, fixed rate swaps, put options
and pensions

Prior year capital employed m? = j+K+l £1,533.8m Used in 2018 average ceapital employed
Average capital employed n=({+m)/2 £1,936.3m £1,688.9m
3. ROCE [KP] q=dn 13.3 % 17.9%
2019 2018 Source
Headline leverage (prior to the adoption of IFRS 16) ‘
Adjusted profit before tax’ £275.0m £281.2m Line information in note 2.4
Add back: adjusted net finance costs £30.5m £53.2m Line information in note 4.3
Add back: adjusted depreciation and impairment on £58.1m £63.6m Line information in note 2.10.1
property, plant and eguipment
Add back: adjusted amortisation £30.9m £27.3m Line information in note 2.10.1
Adjusted EBITDA a £394.5m £425.3m
Net Debt £1,353.2m £466.1m Line information in note 4.1.1
IFRS 16 impact (E562.6m) £—m Line information in note 4.1.1
Headline net debt b £790.6m £466.1m Net debt excluding the impact of IFRS 16
4. Headline net debt to adjusted EBITDA ratio {KPI] b/a 2.0x 1.1x Headline net debt/adjusted EBITDA

1. Adjusied operling profit and adjusted profit bafore tax excludes items that are separately disciosed and considered W be outside the underlying aperaling resulis for the particular pariod
under review and against which the Group's pedormance Is assessed. See nole 2.4,
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8.2 Alternative performance measures continued

2ms 2018 Source

.Covenants*

Adjusted operating profit * £306.1m £335.3r Line information in note 2.4

Add: business exit — trading {£16.7m) £16.8m Line information in note 2.8

Add: share of aarnings in associates (E0.6m) £—m Line information in income statement

Deduct: non-controlling interest {£18.1m) (€£12.5m) Adjusted EBIT attributable to NGI

Add back: share-based payment charge £3.0m £3.4m Line infarmation in note 2.10.1

Add back: non-current service pension charge £4.2m £9.5m See note 5.2

Add back: amortisation on purchased intangibles £31.1m £27.9m Line information in note 3.3

Adjusted EBITA al £309.0m £380.4m

Add: §FRS 16 impact £11.7m £—m Line information in note 2.4

Adjusted EBITA {including IFRS 16} a2  E320.7m £380.4m

Adjusted EBITA £3049.0m £380.4m Line [tem above

Deduct business exit — trading sold £omm {£19.7m) Trading profit for businesses sold

Add back: depreciation and impairment cn property, plant £75.0m £65.2m See note 3.2

and equipment

Covenant calculation — adjusted EBITDA b1 £384.0m £425.9m

Add: HFRAS 16 impact £110.9m £—m See note 6.4

g:é:)venant calculation — adjusted EBITDA {including IFRS b2 £494.9m £425.9m

Adjusted interest charge {£30.5m) (£53.2m) Line information in note 4.3

Interest cost attributable te pensions £4.4m £8.4m Line information in note 4.3

Cash flow hedges recytled to the income statement (E2.6m) (£2.5m) Line information in note 4.3

Borrowing costs cl {E£28.7m) (£46.3m)

5.1 Interest cover (US PP covenant) azfcl 11.2x Adjusted EBITA/Borrowing costs with adjusted
EBITA including the impact of IFRS 16 and
?grrowing costs axcluding the impact of IFRS

5.2 Interest cover (other financing agreements) alfcl 10.8x 8.2x Adjusted EBITA/Borrowing costs with both
variables excluding IFRS 16

Nat dabt £1,353.2m £466.1m Line information in note 4.1.1

Restricted cash? £42.1m £28.6m Cash that may not be applied against net debt
for covenant calculation purposes

Femove IFRS 16 impact {£562.6m) £—m Line infarmation in note 4,11

Adjusted net debt (excluding IFRS 18) dt £832.7m £494.7m

§.1 Adjusted net debt to post IFRS 16 adjusted EBITDA di/ 1.7x Adjusted net debt/adjusted EBITDA with

ratio (US PP covenant)® b2 adjusted net debt excluding the impact of IFRS
16 and adjusted EBITDA including the impact
of IFRS 18

6.2 Adjusted net debt to adjusted EBITDA ratio [KPI] di/ 2.2x 1.2x  Adjusted net debt/adjusted EBITDA with both

{other financing agreements) bi variables excluding (FRS 16

. Adjusted oparating prolit éxtludes items 1ha are sap Y and

tha Group's perfarmance is 4ssessed.

@ on

to E100m worth of bonds arky g
To enable he reades to und the

al
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. As noted in the Group's annual report 2018, on 20 April 2018, Capila ggreed varicus
from the itiart af

Restricted cash inctudes cash required i be held undar FGA regulations, cash hek i foréign bank

and cash rep

1o ba tulsica the underlying operating results for the parlicular perdod under review and against which

with tha

d by non-controlling inlerests and joint ventures.

undet its US private placernent notes. This inciuded the carve-out of up

N we submil (o aur external lenders the 2018 comparatives have nol been restated,
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