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Our performance

During 2021, we completed our fransformation,
establishing a platform to drive sustainable improving
financial performance, while continuing to strengthen the
balance sheet. We also continued to focus on maintaining
high standards of ¢lient service delivery and ensuring that
all our stakeholders remain a priority for Capita.

_ Financial highlights and KPIls

Reported revenue Reported profit{loss) Reported free

before tax cash fiow’
£3,182.5m £285.6m £(237.1)m
TRlnelys L;E A el N RIS (2020, L303.8m)
Adjusted revenue’ Adjusted profit before tax! Adjusted free cash flow®

mw ,008.5m £93.5m £78.1m

anh i PAOR0 E1IE0Am

Reported earnings/loss) Adpisier] earnings
per share [Continuing ops}  persharg’

13.33p

SRS RN

Im Read more in the Chief Financial Officer’s review on pages 26 to 34. i 3 Includes INnvolces paid

Black, Asian and
. Reducloning ootprind based on emissions per he
Scope 3 tor business travel only.

1. Reler lo afternative performance measures (APMs) on pages 219 {0 222,
2 Refertonote 2 7 to the consolidatad fmancial stataments
3. Refer tonote 210 to the consolidated financial statements




About us

. Caplta plc Sirateglc
© Annual Report 2021 report

We are driven by our purpose: to ‘create better outcomes’ — for our employees,
clients and their customers, suppliers and partners, investors, and society.

Every day we help millions of people by defivering innovative solutions to
transform and simplity the connections between businesses and customars,

governments and citizens,

We partner with clients and provide them with the insight and cutting-edge
technoliogies that alow them to focus on what they do best and make
peoples’ lives easier and simpler.

We operate across three divisions —

in the UK, Europe, India and Scuth Africa.

We run London’s
congestion charge
and ultra-low emlssion
zone (ULEZ]} on

behalf of Transport

for London (TiL).

We help the British
Army attract, source
and select its officers
and soldiers.

Public Service, Experience and Portfolio —

Transfor

We administer the
Teachers’ Pengion
Scheme for the
Department for
Education.




At a glance
continued

Capita’s new structure

Two core growth divisions
focused on distinct market and
client needs; a third division of
non-core businesses.

Im Divisional flnencial performance: (seo also pages 19, 22

ant 25} is presentad on an adjusted basis. Reportad is not
included, as the Board assesses divisicnal parformance on
adjusted results. The calculation of adjusted figures and our
key performanca indicators {KPis) are contained in the APMs
an pages 219 to 222.

IM_ Divisional details and performance can be
tound on pages 16 to 25,

Public Service

The number one sirategic supplier of
business process services (BPS) and
technology services to the UK Government,

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

Adjusted revenue' contribution

47%

(2020: 47%%)

Adjusted divisional operating profit’
caontribution

51%

(2020: 12%)

1, Refar to APMs on pages 219 to 222,

_ Caplta plc
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Experience

| The UK's leading custorer ekperénce

business with a blue-chip cliert base:
designing, transforming and delivering
high-quality customer mmgom.

- Main <mn.um_m‘ .-,m_mnoaw, z_m&m
- & Technology; g:E..?a:ﬂ? “
mmsm...n_m_ mm_.inmm

+ HETPeeH
O Ceantrinne

T S
N

3 \

Adjustod divinional ope
coptribution

36%

Tu.:‘» B

Adjusted divisional operating
profit' contribution

13%

(2020; 13%)
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Our purpose

Capita ‘creates better outcomes’
for all its stakeholders:

- Our _uo.o_u_m e ke Number of _.umou_m.
: R [ In2021

R {52,000

Clients and customers . . | Service delivery
i | 202t

997

Suppliers and partners ., Supplier payment
SR U C compliance in 2021

1 98%

Investors - R Share price
: movement in 2021

(2.7)p

| Reduction in carbon
footprint in 2021

11.6m

gross tonnes

. Everyone at Capita

strives to create better

© gutcomes for all our

stakeholders by living
our values of being:

We bring these values to
life through our day-to-day
behaviours and by putting
our purpoese at the cenire
of everything we do.
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Our strategy

To create a simpler. stronger and
more successful business that will
drive organic revenue growth and
sustainable free cash flow,

| Measured through our KPls: i Aligning with our performance-
_ { based remuneration:

Financial . Non-financial s for the executive
directors determined by:

s
More focused business with strong
positions and growth potential
Using common, scaiable capabilities
Empowering our people to deliver

Further streamlined cost base

Piry B davs
Winning more cf the right work
Improving cash generation and
Partfolio disposal proceeds
reducing net debt
Extend debt maturities
Investment in asset base,
technology and people

. Refer to APMs on pages 219 to 222,

Purpose-led, responsible business
Innovative and creative

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

2 Sustainable free cash flow = reportad free cash flow excluding the impact
of dispasals.




How we create value

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

Our markets: We operate in iarge and
growing markets, at scale and often with
ignificant market share.

Public: BPS spending growing at

ﬂ.mo\o {Saurce: TachMarketView)

Government spending in the UK with private
organisations is around £110bn and
spending on BPS is growing at around 5%.
The forecast market growth is driven by
government increasingly looking to leverage
technology, new digital products and
emerqing capabilities such as artifictal
intelligence.

Our expertise
and resource

Market expertise

We have deep understanding of our clients
and their markets; for example, in cusitomer
engagement, government services and
technology solutions.

Technological resources

We offer technology-led, digitally enabled
services and solutions. We are investing
in digital and software development. We
partner with global technology leaders.

Client relationships

We form longstanding partnerships with

a wide range of clients, from blue-chip
businesses to the public secter, to transform
their activities by delivering insight and
innovative sciutions.

Our people

We are a pecple-focused business, built
arcund 52,000 skilled and committed
employees wha have deep understand
of our clients’ markets and needs.

International infrastructure

We have an interngtional delivery platio
with more than 18,600 people providing
technoiogy salutions and customer
engagement services, ptincipally in Europe
India and South Africa.

Capita plc
Annual Report 2021

What we do as
a business

Capita is a consulting, transformation
and digital services business. -

We are focused on creating vaiue and
better outcomes by working collaboratively
with our clients as partners.

- We provide consulting and professional
services, drawing on our practical

experlenes; pravide digitally enabled
services and soiutions, often under
multi-year contracts.

We consult, transform and deliver.

Consult
We work 8__mco§_<m€ with n__mnﬁ.m

Strategle
report

Our consultants:
 Work collaboratively with clients as
trusted, long-term strateqgic partners.

Proactively identify opportunities within
client businesses.

Generate forward-looking insights by
analysing, researching and debating
trends and data.

Support the design and implementation
of better solutions for clients.

Maximise opportunities across
Capita, driving pipefine and crealing
pullthrough revenue.

Our transformation services:

« Improve process quality, reliability
and efficiency.

» Help reduce risk and cost.

= Create new opportunities for clients.

+ Allow clients to focus on what they

S

., dobest.

¥

" Our digital services:

« Help simplify clients’ services.

+ Assist better decision making.

« Contribute to process acceleration.
- Improve end-customer experiences.




Qur business model
continued
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Generating financial value

We generate revenue, profit and cash
flow by providing valuable services to our
clients, consistently and efficiently over
the long term.

Transformational services

Clients procure our digitally enabled
services and network solutions through
contracts. often long term, 1o effect
significant change in their businesses.

In 2021, approximately 72% of Group
adjusted revenue was underpinned by
long-term contracts, with around 16%
from short-term contracts. Our order book
at 31 December 2021 was £6.1bn.

Transactional services

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

1. Refer to APMs on pages 219 1o 222.

| Capita ple
L Annual Report 2021

Better outcomes for stakeholders

Efficient operations

3unning our business as efficiently as we
can aliows us 1o pass savings through to
our clients and customers over the iong
term, as well as generating value for our
shareholders. During 2021, we delivered
transformation cost savings of £123m

by reducing the cost of pocr quality,
structuring our business better and
adopting efficiency-generating
tachnologies such as automation.

Generating cash flow

We aim to generate sustainable free cash i :
1 ow from revenue growth, increasing } Suppliers and partners
.l .

profit margins through greater efficiency ,
£nd eliminating the cash cost of poor
cuality operations. During 2021, adjusted
free cash flow® fell from £170.3m to
£78.1m, reflecting the reversal of the
abnormally high level of pandemic-related
cash generation achieved in 2020.
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Establishing
- the platform

for growth

11

The completion of Capita’s
transformation has resulted
in a clear, improved and
simpler operating model.
The fundamentals needed
to build a successful
company are in place.”

In 2021, Capita made further progress towards
becoming a sustainable, profitable business
capabie of delivering positive free cash flow.

The fundamentais needed to build a successfut
company are in place —~ strong service delivery,
a stronger balance sheet, and a simpler, more
efficient and stable structure. We have
addressed the major financial and operational
debt that the business faced. The business

is now more predictable, and operates with

the values and behaviours that align with
Capita’'s purpose.

The effort and investment required to achieve
all this should not be underestimated, but it has
been essential {o create a business that has a

future and that people want to work for and with.

Despite the progress made to improve so many
aspects of the business, the year was
disappointing for our shareholders who have
been patient and supportive, attributes which
we do not take for granted. They now need to
experience the benefits of the company’s
completed transformation.

Sir lan Powell
Chalrman

| would fike to thank all of Capita’s people for
their total commitment in a year of disruption
caused by external forces and the final stages
of operational restructuring which now
provides the platform to achieve the key goal
of meaningful growth.

In 2021, the company saw organic growth,
alheit marginal, for the first time in six years.
The retention of key coniracts, the winning of
new work, a strong pipeline and the addition
of new clients in fast-growing markets all give
cause for eptimism.

2021 was a pivotal year for Capita where
much was achieved, including the end of the
transtormation, a significant reduction in debt
and moving the pensicn fung info surplus.

These achievements now need to be built
upon to deliver consistent, predictable
outcomes for all parties engaged with the
company and in particular those wha have
invested n its future.

Strategy and performance

The completion of Capita’s transformation
has resulted in a clear, improved and
simpler operating model.

The divisional structure — Public Service,
Experience and Portfolio — putin place in
2021 i robust and straightforward and
enables the Group to be fully focused on
executing its growth strategy.

In recent years, a huge amount of work
has resulted (n fmproved quality and
reliability of operational delivery, discipline
and controls arcund the work we take on,
and a consistent approach to how we do
that work.

As a result, Capita’s reputation is far better
than when we started the transformation
and is helping to produce the revenue
opportunities for sustainable growth across
the company.
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The Board and governance

We are continually striving to improve the
governance of Capita and to reflect the
changing needs of the company in the skills
and experiences of the Board.

In May, Tim Welier joinad the company as Chief
Financial Officer and the Board as an executive
director, bringing with him almost 20 years’
expetience as a CFO and extensive business
knawledge which is highly relevant ic Capita.

in February 2022, we welcomed Nneka
Abulokwe as an independent non-executive
director. Nneka is a highiy respscted technology
leader and entrepreneur, whose digital
innovation expertise will be of great benefit

to Capita.

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

Baroness Lucy Neville-Rolfe left the Board in
2021 and | would ke to thank her for her four
years of service as a non-executive director.

I would also like to thank all members of the
Board for their commitment, continued support
and hard work.

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

a number of people who had played crucial
roles in the transformation left the company
and 1 would fike to thank all of them for

their contributions.

Values and culture

Cur purpose remains the central driving force
across Capita. We aim to ‘create better
outcomes’ for all stakeholders — our people,
clients and customers, suppliers and partners,
investors, and socisty.

Throughout the Caovid-19 crisis, the safety and
welibeing of our people has been our number
one priority.

We are also determined to suppaort the lowest
paid people in our business and are preud to
be accredited for our commitment to the real
living wage.

At the same time, we have continued to focus
on increasing diversity and inclusion across
the organisation. The diversity of the Board

is improving, and we are pleased that four of
our ning Executive Committee members

are women.

We have also continued 10 work hard 1o
address our gender and ethnicity pay gaps ~
hut there is stifl more to be done.

We were disappointed to have seen & fall in
our emplovee net promoter score. This partly
raflects structural and operating changes
across the company, amid the continuing
challenges of the pandemic.

But we remain determined to create an
engaging, rewarding and supporiive
environment to atiract and retain great
leaders and colleagues.

| Caplta pic
Annual Report 2021
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There is still much to be done
at Capita, but 2021 was a year
of progress in which many
goals set at the beginning of
the year were achieved.”

| Strategic

. report

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

in February 2021, as part of our commitment o
help fight climate change, we sel our stience-
based carbon emissions reduction targets —
and have pledged to achieve full net zerg,
including across our supply chain, by 2035.

Looking forward

Over the past five years, the changes
necessary to give Capita a sustainable future
have been substantiai and difficult. The scale of
the transfarmation was greater than could have
been imagined, but the progress made under
new leadership since 2017 has been significant
and deserving of recognition.

There is still much to be done at Capita and
challenges remain, but 2021 was a year of
progress in which many goals set at the
beginning of the year were achieved.

Despite headwinds, we have established the
platform for long-term revenue growth and
sustainable free cash flow.

We now need to execute on our business
plans and ensure this progress delivers
returns tg investors.

Sir lan Powell
Chairman



A year of
- significant

(411

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

Summary

2021 was a year of significant change at Capita
as we completed our transformation and
established the platform for long-term success.
We now have & foundation in piace to deliver
sustainable, improving financial performance
and lock forward 1o delivering this as we move
intc 2022 and beyond.

At the same time, we will continue to prioritise
being a purpose-led, responsible business; this
is our licence to operate. We are pleased to
have maintained & high customer net promoter
score (cNPS). However, our empioyee NPS
{eNPS) was disappointing, reflecting the degree
of change in the business and the continued
impact of the pandemic, and we have a
comprehensive plan in place to address this.
We have also made good progress with diversity
and we have committed to a net zero plan.

In August, we established our new, simplified
divisional structure which will deliver significant
benefits in the future: two core divisions that
focus on public and private sector digital

Caplta plc
Annual Report 2021

Jon Lewls
Chief Execytive Officer

transformation and technology cuisourcing
services; clarity of focus on our markets

and clients; benefits expected from greater
operationai efficiency; and a third division

of non-core businesses that will be disposed
of. The proceeds from these disposals will
be used 1o continue to strengthen our
balance shest.

Our contract delivery, which is the foundation
for the turnaround and revenue growth, has
remained strong. We fixed the last of our
legacy probiem contracts, resolving both
Primary Care Support England (PCSE)

and Electronic Monitoring services (EMS)
transformation issues in the year. Client trust
in us is far better than when we started the
transformation, and we are winning new
scopes of work as a result.

Our apility to deliver sustainable revenue
growth is fundamental 1o our long-term
success. We detivered modest revenue
growth in 2021, reversing six years of
declines, and expect this trend 1o continue
to improve. We have high retention rates,

Strategic
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are winning incremental scopes of work wilh
our existing clients and are starting to win
business with new clients. Qur weighted
pipeling of opporiunities for 2022 is
substantial and broad based.

During 2021, we took action 1o reduce
operating and administrative costs by a
further £123m and, over the transformation,
the total amount of cost savings has been
more than £425m. The main areas have
been in operationai excellence — 'doing
things better, doing things once’ — as well

as in more efficient management structures,
property and Group T and procurement
savings. There is more to come as we focus
on the benefits of standardisation and
efficiency in each division and in & lean
Group overhead structure.

We continued to strengthen the balance
sheet and successfully completed a number
of key disposeals, exceeding our target of
£700m of proceeds, which has enabled

us 1o address our funding commitments

in 2021 and 2022 Wea will continue to
strengthen the balance sheet with further
disposals, as well as improving the pension
fund position.

The transformation 1s now finished. We
have a simpler and more focused structure
in piace, strong positions in growing markets
and a structurally lower cost base. We are
continuing to strengthen the balance shest.
The platform is in place to grow revenue,



1.

Chief Executive
Officer’s review
continued

Harnessing our collective
power to reach net zero

Reter 10 alternalive performance measures (APMs) on pages 219 to 222,

QOur net zero timeline

Operational net zero
by 2025

Neutrafise operational Scope 1 and 2 emissicns

Operational and travel
net zero by 2030

Neutralise operational Scope 1 and 2, and
business travel emissions

_m..___ _:_mﬁ Zero
completion by 2035

Meutralise operational Scope ¥ and 2, business
travel and supply chain emissions

Capita plc
Annuaf Report 2021

drive positive free cash flow.
Financial results

Adjusted revenue' at Capita has grown for
the first time in six years, albeit modestly,

10 £3,008.5m (2020: £2,995.5m). This was
underpinned by some major contract wins,

in particular the Royal Navy training contract
and in the Public Service division as a whole.
These oifset the impact of contract losses,
mainly from 2020, in the Experience division,
as well as the net revenue loss of Covid
contracts won in 2020. We also expectad
further benefits from a recovery in our
Covid-affected businesses, such as

Agiito {our travel & events business),

but lockdowns and slow market recovery
affected this significantly.

Adjusted profit before tax' increased by
£881Im this year 10 £93.5m {2020: £5.4m).
This principally reflected the benefit of
transformation cost savings, new revenue
and the unwind of the prior year holiday
accrual, offsetting revenue losses and the
reinstaternent of the empicyee bonus
scheme. Reported profit of £285.6m
{2020 loss: £49.4m) benefited significantly
from profits on disposal of Education
Software Solutions (ESS) and AXELOS in

increase marging and cash conversion and to

Strategic

 report

& &

particular, offsetting the write down of our
historical finance systems asset as well as
onerous contract provisions in our closed
book Life & Pensicns business.

Cash generation is a key metric for the
business. Qur adjusted free cash flow' was
£78.1m (2020: £170.3m), but we also had to
fund £328.2m of additional cash commitments,
including £104.1m of VAT deferred from last
year, pension payments of £155.5m and our
final year of below-the-line restructuring
payments of £68.6m. Reported free cash
outflow in 2021 of £(237.1)m (2020 inflow:
£303.8m;) reflects these additional payments.

We continued to strengthen the balance sheet
during the year, with net debt reducing t¢
£879.8m at 31 December 2021 (£1,077.1m at
31 December 2020), funded mainly through our
disposal programme. In early 2022 we reached
our total of £700m of target proceeds, ahead of
scheduie, enabling us to meet £440m of debt
matarities in 2021 and 2022. More broadly,

we are also targeting a reduciion in our

other financial obligations, including further
pension deficit contributions and reducing

our lease commitments through our property
footprint reduction.
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cMPS remains high

+29pts

(2020 +32pi3)

Purpose

Our purpose - to create better outcomes —

is our licence to operate in our markets and
therefore a fundamental part of our strategy,
with cNPS and eNPS scores linked to
remuneraticn, as well as being g driver of
revenue through the social value and net zero
components of government contracting.

The ¢NPS remains high at +29 points, albeit
slightly down on last year (+32), which we
believe is morg a refiection of the exceptional
work done in 2020 to support our clients
through the early days of Covid and maving
to remote working. We continue to strive

to delight our clients.

Our eNPS deciined this year by 22 points,
While we expected some decline as a result of
the scale of the transformation activity in the
year, this was more pronounced than we had
anticipated and, in an already challenging
labour market, represents a key chalienge in
engagement and retention. While employees
felt positive in their immediate surroundings
and activities, there were strong views that

we needed 1o focus more on the longer-term
opportunities at Capita. We are addressing this
through plans for better communication and
gngagement, clearer investment in training
and development, and implementing & more
attractive empioyee value proposition. This

will be a significant area of focus in 2022.

Caplta plc
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Our plans to increase the diversity of our
people recognises the need to represent the
communities that we work in, cur desire to
attract and retain high-quality talent, and o
broaden the range of thinking and innovation
in the business. Cur Board has increased its
diversity, particularly with the appointments of
Neelam Dhawan and Nneka Abulokwe, and
44% of the Executive Committee is now female,
with 229 Black, Asian and minprity ethnic
representation, But there is still more to be
done throughout the organisation.

In 2021, we set out an ambitious plan to take
us to net zero by 2035 ahead of the UK
Government’s target of 2050. Underpinned

by science-based targets, our three-phased
approach aims to see us reach operational net
zero by 2025 and operaticnal and business
travel net zero by 2030. This wilt involve
reducing business travel emissions and
transiticning our fleet to electric vehicles by
2032. We will work closely with our suppliers,
and over 50% of our supply chain has now
signed up t¢ science-based targsts. We
reduced our Scope 1 and 2 emissions by 42%
in 2021 compared with our 2019 hase line,
fargely due to the impact of Covid.

Looking at other stakeholders, our supplier
metrics have alsc improved, with 98% of ali
suppliers being paid within government
guideiines of 60 days, a three percentage
point increase from last year.




Chiet Executive
Officer’s roview
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Winning business and growing revenue

Our markets

We operate in the outsourced digital
fransformation, business process services
(BPS) and technology markets, in the public
and private sectors, which are large and
growing. The markets that we address are
growing at around 5% a year, with niches
grawing at more than double that rate.

Both core divisions, Public Service and
Experience, have strong positions in their
markets, as the UK Government’s largest IT
ouiscureing supplier and as the UK’ leading
custcmer service provider, respectvely. Our
abiity to win work at scale and our insight

into cur clients’ systems, processes and
end-customers after many years of experience
is what drives our leading positions in those
markets. We collaborate with some of the
world’s ieading providers of technology, such
as Microsoft, Salesforce and Amazon Web
Services (AWS), as well as developing our own
software and solutions, which enable us {0
deliver the best customer service cutcomes.

Operational delivery supporting contract
retention and new business

That our improvernent in aperational
performance is once again a core strength of
the bLsiness has been a fundamental part of
the transformation, establishing our clients’ trust
and winning new revenue. We now have a
reputetion for strong delivery with key growth

Capita plc
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clients, such as Tfl. for whom we delivered
a significant cloud migration and additicnal
scale of existing platiorms.

Our operational KPls have remained high
across the business. Our day-to-day service
level KPIs stayed at ¢.99% through the year and
our IT infrastructure is now significantly more
reliable, with eritical incidents down by 88%
since January 2018 and our average resolution
time 29% quicker than the industry benchmark.

We have now finished fixing failing legacy
contracts from when we started the
fransformation, with PCSE and EMS resolved
in the year as planned.

The return on this investment, apart from the
impravement in cash flow and profit, is that we
have won new scopes of work with many of our
clients where we historically had delivery
issues; the extension of the British Army
Recruitment (RPP} contract; the ULEZ with Til;
the award of the Turing scheme administration
with the Department for Education; and further
work with the Ministry of Justice.

Our win rate on contract renewals remains
high at 83%, reflected in the high cNPS scores,
and we have seen the annual revenue attrition
on our contract base now reach a more normai
3% a year, compared with almost double that
in recent years. Overall, we have a more

solid revenue foundation on which to build
growth opportunities.

Strategie
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winning revenue

We are now starting to deliver the contract wins
that will underpin that revenue growth, as we
leverage scale and client insight, alongside our
re-gstablished operational reliability. The focus
of the core divisions into market verticals
means that we ¢an now bring a range of
products and capabiliies together to focus on
specific client needs, which is a significant
change for us. The benefit of this approach is
already evident in the recent successes at the
Ministry of Defence, and within owr Financial
Services and Telecoms verticals.

In 2021 we won £3.8bn of total contract value
(TCV), an increase of 31% on 2020°s £2.9bn.
This included & small number of large contracts
(Royal Navy, two European telecams contracts
and twq financial services clients) but just under
60% of the TCV was won in contracts valued
under £50m. The buik of the TCV was won in
the Public Service division which saw TCV
growth of 54% year on year, while the
Experience division was broadly flat. The
Fartfolio division grew strongly with an increase
of 12% in TCV to £572m {2020: £512m). The
in-year benefit of the total contract wins was
£1,208m, 10% higher than 202C, with a
comparative decline in Experience due to the
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one-off Covid work secured in 2020 offsetting
new work in Public Service. Within the
divisions, the Public Service book to bill was
1.7x (2020: 1.3%) reflecting the balance of
business won, while Experience was 0.7x
{2020: 0.7x) partly reflecting the delay of some
major contracts, like the BEC.

It the second half, we won some important
renewals in both divisions, including Personal
Independence Payments (PIP) for the
Department for Work and Pensions (DWPS, an
extension to the Standards and Testing Agency
contract with the Department for Education, and
contracts with the RSPCA, Thames Water and
a global fast-moving consumer goods client.
We also secured new scopes of business with
existing clients such as in the Defence Fire and
Rescue (DFRF) contract, surface transportation
for TfL ang an extension to our successiul Job
Entry Targeted Support (JETS) programme in
Scotland. Our focus on new clients started to
produce promising results towards the end of
the year, with a recent confract award from the
Fintech company, Trade Republic, with more in
the pipeline for 2022. Since the year end we
have also won a £456m TV licensing contract
extension with the BBC.

Our order bock grew to £6.1bn (2020: £5.9bn).
Group book to bill at the year end was 1.2x,
slightly less than we expected after the BBC
extension moved into 2022, but still indicating
4 strong base for future revenue growth.

Building a pipeline for future

revenue growth

Looking forward, we are now better structured
to continue to grow revenue, bringing together
our strong market positions, new client-facing
structure and improving client offerings. As we
drive greater efficiency from cur new divisional
and Group structure, we will also become more
competitive. Finally, we will continue to leverage
the ‘consult, transform and deliver’ modsl that is
expected to secure more ppportunities for the
Group, as well as improving the margin mix of
the business we execute.

We have continued to build our pipeline of new
opportunities. The 2022 unweighted pipeling is
£9.4bn, 8 7% increase on 2021 when adjusted
for the Royal Navy training contract, which was
signed on 11 January 2021. The 2022 weighted
TCV pipeline for the year is £2,501m, 42%
higher than at the same point in 2021 (2020:
£1,758m) excluding the Royal Navy training
contract. This is split broadly egually between
Experience (£1,320m) and Public Service
{£1,130m), showing that significant opportunities
exist in both divisions and, based on our
conversion rate last year, gives us an
encouraging outlock far 2022.

Post year end, we have ¢losed a number of
contracts that we had expected in 2021,
including the BBC TV licensing extension.
Other significant bids expected in the first half
of 2022 are for a financial services company,
NHS Engtand and the DWP.
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Operational excellence, efficiency
and scale to drive margins

Reducing cost

COver the course of the transformation, we have
made cost savings of more than £425m to bring
the cost base in line with a smaller, more
efficient and mare focused business. Savings in
2021 totalied £123m, which were again focused
on operational excellence, taking out spans and
layers of management as we integrated
Businesses and operations, and savings in the
overhead and Group functions. Thase cost
savings were a major driver of our profit
improvement in 2G21.

Qur operational excelience programme

is focused on process and preductivity
improvement and will be enhanced by benefits
derived from our new structure, inciuding
standardisation and best practice experience
from around the Group, as well as deployment of
digital services and robotic process automation.

We made procurement and 1T savings of £28m
through consolidation and benchmarking
suppliers, negotiating improved terms,
leveraging scale benefits and using more
data-driven decision maling.

Reducing the size of our property portfolio
continues to be a major driver of cost savings in
the business. During the year, we realised £26m
of cost savings as we closed 55 properties, on
top of the 49 that were closed in 2020, reducing
the associated lease obligations by £49m.
Capita has now reduced its property footprint
by 25% over the past two years.

me..mﬁ.mm_n
report

Completing the transformation and
implementing our new eaner structure alowead
savings in the Group overhead and functions
to be delivered in 2021. Ongoing savings are
plannead through increased productivity and
reducing internal structurat inefficiencies,

for example through further property
raticnalisations and materially reducing the
number of legal entities in the Group.

Managing inflation

As for most other businesses in the UK,
infiationary pressures increased in 2021,
alongside increasing levels of staff attrition. This
was experienced across all cur businesses but in
particutar for IT professionals in India, consultants
and for our call centre staff in the UK.

Our first priority has been 1o invest in our
people. A fully staffed, engaged workforce
delivers better service quality, additional
revenue oppartunities and lower staff tumnover,
This means investment in recruiting, training
and development as well as betier employee
engagement and wage increases.

As a contracting business, we are used to
dealing with inflation and two-thirds of our
client contracts include terms that allow us to
pass on inflationary costs. Taking into account
transactional revenue {¢.12% of our Group
revenue, 66% of which will be disposed through
the Portfolio division), as welt as contracts

that will end or be renegotiated in the next

18 months, the unhedged exposure to inflation
remains relatively small.
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po a result we e configent thatthe profit
impact of mitaton can be mitigated overf Mg,
with no material jmpact o profit expected in 2022

Longet e, we see armployee wage uﬂmmmcqmm
A our clients asa voﬁ:mm_ griver 100 furthet
ocﬁmo:a.__:@ and use ot digital iechnoingy-

mzmamﬂsma:m our balance sheet and
delivering positive free casht flow

Reducing debt

One of he piggest priorites nhe
am:mwo:ﬁmﬁo: was to reduce our financial
opligations to & moTe mcm,,m._ﬁmgm evel.

in the past four years we have seduced gross
det by £ 4bn, made over £300M in pension
deficit funding contriputions, and addressed LT

od@m;mmﬂowm_ defict. including expenditure on

We wil continue our planio reduce debt
nrough the disposat ofthe non-core portiolio
division. eyciuding the Technology pilar, the
division NowW has around caagm of revenue,

4. Refei e APfis on pages 21910 228

go7mof profit, pefore aflocation of GrouR
odm%mmam_ and £30mM of oomﬁma:@ casn flow on
2 2021 QQQB& pass. This nciudes tne Agita
husinsss that in 2021 was stit jpss-making and
cashr negative 85 a result of the impact of Covit.

ginca the peginning of 2022, we have jaunched
Eonmmmmm 1n Qispose of two furthet pillars
within the portiolio divigion, ﬁmﬁqmmmﬂ&:@

nefore allocation of Group overneads. on &
op21 proforma basis.

e also sontinue 10 gnsure ol other
stakehotders are tairly weated. ASE resyit of o
pension geficit nmzamam and investroent
returms, Ouf pension scheme funding target 5

future funding nm<3m2m g0 thet we expect the
GIoup's pensian scnemes 1o e mm;.mcm.éma
as part ot the next aciuarial review.

atarting in 2022

Cash conversion nhe divisions [t:] targeted
1o irnprove as defarred income palances o

2z austamaiie trop cash IOV = reponet frea casn fipw excluding e impact of digpassls
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our legacy :mﬁﬁﬁmgonm.. contracts ol off
and we continue 10 improve ouf cash
am:mmmama naommmmm.

Our ma.u:mﬁmaﬁmm cash flow’ in 2021 reflected
the unwind ot 2020 cash Qmmmémco: initiatives

commitments will m%m@.am__z disappeal
in 2022.

materially, a5 +he pension scheme franstions
o mm__ﬁmazo.gm:o,s

Qur lease ﬁmzamam“ net of receipis, are alst
expected 1o decrease in Tine with our property
footprint, naving atready reduced from £O5.2M
in202010 egp Am in 2021,

Qutiook

continue 1o sirenghen the halanceé gheel.

Our (EVENUE growin 18 puilt on shong contract
vmzaajm:om in 2021, out order book, lowEl
attrition, @ growing pipeling of new Husiness

in both Puplic Service and Experience as welt
as GNYONg recovery from Oo<._a-mxm9ma
pusinesses-

zqéss.ﬂ%a.ﬁ@ the margin penedit from
revenue @323 and the flow shrough of the
cosk penefits gom the az_w,o:& rastruciure

s Strateglt

ﬂ..%n.:

wau_mamama in 2021, we axpect pperating prafit
margins @ reduce slightly in og22. This reflects
e full-year inpact of prior-ysa’ pontract \085Es
and the arructural decling in tNE plosed pook

Next year, we will inciude rpstructunitd, pension
geficit contripution and VAT nmﬁamam yithin
ow adjusted iree cagh flow'. yWith highe?
omm:-cmoxma profit and the w.,@::.ﬁma gecrease
inthe nm«ﬂamﬁ.ﬁm noted aoove, we expect 0
eliver posiive wcwﬁm._:mgm adiusted free cash
Aow' N 2022.

Aswe continue 10 make disposals. we expett
net debtio decrease materially.

pedium term
Beyond o022, We expect CoTe Capitato

continue 10 puiid on the platformm wie have
@m&g._msma tooay-

ooaa.mamam fall away.

e will mairdain 2 prudent %Qomoﬁ ]

our capital atructure, and will farget a jeveiage
ratic of around X net amoﬁmmiav on

a Qm;mmm 16 basis.

Jon Lewis
Chiet Executive Officer



continued

hé

The Public Service
division is well positioned

for growth.”

Arndy Start
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Public Service

_ucc__o Service is the :cacmﬂ one strategic supplier of . Adjusted revenue’
business process services (BPS) and technology services

to the UK Government, m.ﬂ uh-— o-hs

(2020: £1.273.0m) 10

Adjusted operating profit’

£98.3m

(2020: £12.9m) 662.0%

We are a socially responsible supplier Adjusted revenue by type (%) Revenue by market (%)
to government that uses appiied digital
transformation and BPS to improve the
productivity of government operations and
the citizen experience of public services.

We beligve that innovative, purpose-driven,
quality public services are critical to delivering
safer, greener and healthier communities.

Public Service is structured across five market 1 87% Long-term contraciual 1 18% FEducation & Laarning
verticals: Education & _ummm‘:_:@‘ Local Public 2 9% Short-term contractual 2 19% Local Public Servicas

. X 3 4% Transactional 3 15% Health & Welfare
Services; Health & Welfare; Defence, Fire & ° 1 18% Defence, Fire & Security

Security; and Justice, Central Government & 5 30% Justice, Central Government & Transport

Transport; as well as the non-consolidated

Smart DCC subsidiary. Financial performance

We use g ‘consuit-transform-dealiver’ matrix Divisianaf financial summary 2021 2020 Change %
operating model underpinned by a strong Adjusted revenue* (Em) 1,4104  1273.0 10.8
digital capability. Adjusted operating profit' (£m) 98.3 12.9 662.0

Adjusted operating margin' (%) 7.0 1.0

Adjusted EBITDA! (Em) 148.3 877 £89.1
I feterto APMIs on pages #1910 222 Adjusted cash generated from operations' (Em) 120.0 95.6 25.5
3. TechMarketView Order boofk (£, 3,285.3 2,738.6 20.1
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Public Savvice
contipuert

Business units

» Education & Learning

+ Liocal Public Services

* Heaith & Welfare

- Defence, Fire & Security

» Justice, Central Governmen

Employees
- 12,000

Client distribution
K

Major contract wins and renewals

+ A new contract with the Royal Navy worth
£925m over 12 years

+ Scope expansion on the DFRP and Smart
DCC contracts worth £127m

* A new contract for the JETS prograrnme in
Scotland worth £29m across two years

= A new 23-month contract worth £6m by the
Department for £Education to support students
participating in the Turing Scheme

Competitors
= Atos

+ Sopra Steria

* CGH Serco

Cap Gemini
Kainos

- TCS
Cognizant
Accenture
DXC Technology
BJSS

Maxirmus

Our markets and growth drivers

Government spending in the UK with private
sector organisations is c.E110bn? and it is
estimated that the software and |7 services
market is valued at ¢.£13.3bn. Our current
core addressable market is around
c.£12.5bn. The BPS element of that,
comprising both the business process
outsourcing (BPQ) and digitat BPS sub-
segments, is growing at ¢.5% per annum.

The BPS market is shifting quickly towards
being more digitally and data-enabled and
clcud-based as the UK Government is
increasingly ooking to leverage technology,
dicitat products and emerging capabilities.

Data analytics, predictive and artificial
intelligence, robotic process automation,
cloud and cyter protection are all being
deployed to deliver improved service
through technology transformation and
deflivery, using repeatable standardised
technology and methadoiogies, technology
stacks, partner ecosystems, tools and
intellectual property.

As aresult, BPS that is heavily dependent
upon technology enabled transformation
(namely digitat BPFS) is growing at over 10%
ayear.

Public Service has a market share of around
15%6% in software & IT services (SITS) and
around 30%:? in the UK Gavernment BPS,

i Om_o_:.. pic
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Qur near-term aim is o
consolidate Public Service's
position as market leader in UK
public sector BPS.

Public Service competes against a number
of providers across the spectrum of services
that we provide, including Atos, Sopra Steria,
CGl, TCS, Cognizant, Accenture, DXC
Technology, BdSS, Cap Gemini, Kainos,
Serce and Maximus.

Qur strategy

Our strateqy is to be a purpose-led, socially
responsible business that uses applied digital
transformation and BPS fo improve the
productivity of government operations and the
citizen experience of public services.

Our near-term aim is to consolidate Public
Service's position as market leader in UK public
sector BPS through selectively addressing
attractive opportunities in BPO (eg DFRP, PIF,
RPP} and digital BPS (JETS, Fil., Departrment
for Intemational Trade).

‘Strateglc

The Public Service division is well positioned
tor growth, benefiting from its breadth of
coverage, domain understanding, scale,

and sales and delivery capability in our
respective verticals, each of which presents
significant opportunity. This is already
avident in our strong recent track record of
contract wins, scope increases on our
current contract base and high renewal rates.

Our dignal capability includes design
experience, data mastery, & moderm
software engine and an automation toolkit
that is combined with technology partners
such as Microsoft Azure where it makes
sense to use them, We are puilding a
standardised platform, where we can use
our process insight 1o present a ‘'digital first’
sclution for our clients’ needs. Recently we
built our Grantis solution on this proposition,
developing a platform that has been
successfully integrated on a contract with the
Department for international Trade and we
believe there are a number of further
applications for the product.

Investing in growth

Capita's strong competitive-gdge comeas
through our deep knowledge of the public
sector and an ability to deliver complax
service and technology transformation and
integration projects.
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continued

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

office usage.

By bringing together all our public sector
activities into the new Public Service division,
we are better able to sell the full range of our
services via an integrated strategic account
management approach; for example, better
combining our Capita One software solution
with our strong presence in local government.

We have an effective team that can leverage
our insight with an increasingly standardised
approach to growing pipeline and disciplined
bidding. We continug 1o use our consulting
capability to identify major market opportunities

and to broaden Capita’s client partnering model.

Aiongside large one-off contracts, we are
beginning 1o access more regular pools of
revenue through our access to government
frameworks, using a single eam and better
account management, consulting and
partnership. Over the past 18 menths we

have successfully been inctuded on more than
30 frameworks worth £25bn over the next

five years.

At 31 Decemnber 2021, the total unweighted
pipeline was £8,149m, a decrease of £3,855m
from December 2020, with £2,422m of TCV
won, including the Royal Navy training contract,
50 the book to bill at year end was 1.7x

(2020: 1.3x). Weighted pipeline was £1,305m
(2020: £2,272m), £1,347m excluding the Royal
Navy training contract). We renewed 89% of
contracts that we bid for, while our win rate on
new opportunities was 54%. The order hook at

Capita plc
Annual Report 2021

the year end was £3,286m, an increase of
£550m since 31 December 2020.

Post year end, we secured a new scope of work
with the Royal Navy. Significant upcoming bids
in 2022 are for work with NHS England, the
DWP and the London Borough of Bamet.

Cost and operational excellence

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

We successfully embedded the Public Service
delivery model in August 2021 and since then
we have maintained consistently high levels of
client service, improving contract financial
performance and creating additional
cpportunities on contracts.

As wel! as the revenue benefits noted above,
there are also signiticant efficiencies from our
divisiona! standardised processes and use of
the Technology and Software Solutions (TSS)
shared service function within Capita.
QOperational excellence and efficiency have
continued to improve profitability in the division.

We also continued 1o take structural cost out of
the division, with £32m saved in 2021, This was
from eliminating duplication within the new
structure, lower divisional overhead and
property savings due to a review of office
usage, with reductions in footprint across two
majcr sites.

mﬂqm_..om.o
- report

We run the JETS programme i Scotland on
behalf of the DWE The mioagramme soes s,
support people made unemploved by the
pandemic inte new rales. Snce we startec

helped over 4.000 prople nto hewv
have done so by hetping them develop the

perionnance o this contiact, the DWE
awarded us with n comract extension which
e LS COontiniie 1o 11N the proaramma 16
h 2005,

— .
Read more onl
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Ouwr consettium, Team Fisher. which includes
Raythean UK, Elbt Systems UK. Fuiitsu. the
Lineraity of Lincoin and several smaller Brivish
supiliers, has successfully met Al mitial
milestonas in our 12-year programme 1o
transfoim and modearnise the Roval Nas
shore-hased raining across 6 sites. Capita’s
cohsartium has continued to make strong
progress since taking ovar the contrant in Aprnl
2021 when Capita and ts parthers transferred
more than 800 colleagues to deliver and facilitate
traiving for service pevsonnel Traming has
continued smoothly with no internption to
planned raning through the handovel process.

|M_ Rend more ontfine at eapita.com/aur-work

1. Refer 1o APMs on pages 215 to 222,

Throughout the year there was continued
emphasis on our remaining historicatly
probizmatic contracts:

In May we completed the last legacy
transformation element of the PCSE contract.
The GP payments and pensions

trar sformation successiully went live,
enhancing efficiency and consistent
operational delivery.

We continue to deliver the day-to-day monitor
service on our EMS contract with the Ministry
of Justice and during the year we mutually
agreed a conciusion to the EMS
transformation project.

Onthe RPP, extended in December 2020, we
achieved 100% of the recruitment target for
regular soldiers and officers for the year and
expect to reach full operating capability with
our cloud conversion project in 2022,

-

As a resuit, we have now finished fixing the
previously failing legacy contracts.

The major contracts within the division
delivered an overall cash inflow in the year,
which shows our continual progress and strong
managerment of contract delivery.

We have aiso executed on expectations with
new major transformational contracts, with key
service commencement dates met on the newly
won Royal Navy training contract with no
service credit deductions incurred. We continue
to win additional expansions of cur services on

Capita plc
. Annual Report 2021

the DFRP contract due to our strong coentract
delivery. In addition, the ULEZ contract with TfL
went live on schedute in October 2021.

Financial performance

Adijusted revenue' increased by 10.8%to
£1,410.4m following significant confract wins
including the Royal Navy training contract, our
first full year of DFRP and commencement of
the JETS programme. There was recovery in
some of the transactiona!l paris of L.ocal
Government and Capita One, as Covid
rastrictions eased and activity levels increased.
We aiso benefited from Covid-related projects
in our Inteligent Communications business and
the one-cff deferred income release from the
conclusion of the EMS transformation project.
The impact of contract iosses significantly
reduced in 2021, mostly relating to the iocal
governmeant sector.

Adjusted operating profit’ improved by 662.0%
10 £98.3m, reflecting the year-on-year uplift
from 2020 impacts such as the first-year loss
on DFRP and contract-related provisions

and impairments. There was significant
improvement in contract financial performance,
maindy fram tight contract cost control.

There have been continued savings from
successful cost out programmes within
operational efficiency and procurement as
well as from the new structure and service
delivery model.

| Strategic
report

Adjusted cash generated from operations’
increased by 25.5% to £120.0m reflecting
the improved EBITDA performance of the
division, partially offset by the unwind of
prior-year advanced receipts on DFRP
and contract investment following the
commencement of the Royal Navy
training contract.

QOutlook

We expect the revenue growth rate in
Public Service to normalise as the Royal
Navy training contract annualises towards
mid-single digits, in ling with the market,
delivered by a strong pipeline of
opportunities, winning more from

current and new frameworks and major
contract rengwals.

In the medium term, we expect 1o target
high single-digit to low double-digit EBITDA
operating margins, as we continue to win
work &t appropriate rates of returm and as
we drive ongoitg eperational, structural and
overhead efficiency.
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Increasingly, the value we
bring to our clients is
achieved by using digital
services 1o transform the
customer experience.’

Aimie Chapple
CEO Capita Expearience

1. Refor to APMs on pages 21910 222

Experience

Experience is one of Western Europe

Captta plc
-Annual Report 2021

s leading customer

experience businesses. It is the market leader in the UK
and ranks third in EMEA.

We are experts in designing, transforming and
delivering frictionless experiences for our clients
and therr customers. Qur services inciude
omni-channel contact-centre management,
speech analytics, social media analytics, data
and insight, application development and
robotics process automation. We also have &
strong position in regulated financial services
which requires robust systems and governance.

The value we bring to our clients is increasingly
puilt around transforming the customer
experience through the application of

digital services underpinned by data insight
and analytics.

 Strategic

- report

Adjusted revenue’

£1,184.7m

{2020: £1 mow.w:..v -9.4%

Adjusted operating profit’

£69.1m

(2020. £80.9m) -14.6%
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Experience
continued

Business units

» Telecoms, Media & Technology
* Multi-Industry

* Financial Services

Employees
+ 30,000

Client distribution
- UK, Ireland, Germany and Switzerland

Major contract wins and renewals

- An extension for up to saven years for a
long-standing major European
telecornmunications client with TCV of £528m

- Athree-year renewal worth £58m with our
market-leading Tesco Mobile client

+ A new win with a FinTech client to provide
muHilingual customer service across 15
fanguages worth £9m

* An gight-year renewal with the ASPCA building
on qur 17-year partnership

Competitors

+ Atento

= Teleperformance

+ Webhelp
Accenture
Cancentrix

T-Tech

Sykes Enterprises
Firstsource
Majorel
In-sourcing trend

Our markets and growth drivers

The global customer experience market is
valued at more than £244bns and is
expected to grow at around 5% between
2020 and 2024. Around 27% of the
customer experience market is currently
outsourced, with half of that focused in
Telecoms, Media & Technoiogy, and
Financial Services. Growth opportunities
st} exist in these verticals, with further
opportunities in other markets and
segments that we serve.

W2 are the largest provider of customer
experience services in the UK and ireland
with a market share of around 13%.

Our competitors in the customer experience
sejment are mostly global and include
pezrs such as Teleperformance, Webhelp,
Ccncentrix and Majorel.

Thz Covid pandemic accelerated the rise in
customer propensity towards seif-service
and automation and in turn drove our
clients’ strategies to further digitise service
offerings, as wel as cornmit to the structural
bengfits of agents working remotely.

4. Everest

Caplta plc
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We aim to provide best-in-ciassg
services tailorad o our clipnis’
needs.

Cur strategy

Qur experience in delivering customer
experience services in certain industries and
geographies gives us the ability to understand
our clients’ challenges and put together
sofutions based on our technology, insight and
digital platforms.

During the year we restructured Experience
around market verticals and horizonta/ value-
add capabilities, to move to client-centricity in
all offerings. To drive our ravenue opporturnity,
we have a new leadership team in the verticals
with significant experience in those markets,
improving our sales and marketing strategy and
granuiarity of client offerings.

We deliver our services on both an on-shore
and near-shore basis, with delivery centres in
the UK, Europe, the Middle East, India and
South Africa. This gives us access 10 specific
skilis and expertise (such as in languages or IT
skills) that can be delivered 24 hours a day at a

| Strategic
. report

competitive rate to our clients. Significant
leverage is available trom this cost base as
we grow our fevenues.

Our ambition is to provide best-in-class
services within an advanced too! kit of
services which can be tailored 1o client
needs. This will use both in-house and
third-party technology, such as the assisted
customer conversation and augmented
conversation technology which is now
utilised on a variety of contracts. Partnering
with AWS, we have also developed a natural
language platform which improves tailored
customer experiences and reduces cal
handling times.

We are also focused on resolving the
structural challenges facing the closed book
Life & Pensions business, which has
declining revenue in a few iong-duration
legacy contracts, on a high-cost platform.
To mitigate the impact, we are focusing on
service modernisation and identifying
gificiencies in our provision of services.
The unit had revenues in 2021 of £139m,
adijusted prefit before tax of £13m and
negative free cash flow of £19m. We
continue to focus on our reguiated
businesses and growth areas in insurance,
finance, pensions and mortgages.
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investing in growth

The main focus of our investment continues to
be in our consuiting and technology capability,
providing advanced data and insight to support
our customer service agents, which we are
starting ta deploy for clients. We continue to
invest o ensure thai our platforms are reliable,
cyber-secure and capable of flexing with surges
in volume. We generated £100m of revenue
from contact centre support during the Covid
pandemic &s a resutt of our reliability and scale.

Our strong day-to-day operational partnerships
with cur clients drove high retention rates on
contract renewal of 97%. However, we are
targeting new scopes of work with existing
clients as well as working with new clients in
new areas such as Finfech where we recenily
signed a contract with Trade Republic.

At 31 December 2021, the total unweighted
pipeline was £5,510m, an increase of £761m
since 31 December 2020, with £842m of TCV
won. A significant part of the work won was for
renewals and new scopes of work for existing
clients. Weighted pipeline at 31 December 2021
was £1,582m (2020: £932m).

1. Referio APMs on pages 219 to 222

The order baok at year end was £2,272m, a
decrease of £157m since 31 December 2020
as some sizeable deals moved to 2022, such
as TV Licensing. As noted above, renewal rates
remained streng at 87% on opportunities bid
but conversion of new opportunities was low at
14%. Winning work from new scopes of work
and new clients is a key area of focus.

Significant upcoming bids in 2022 are for a
financial services motor financing opportunity,
a telecoms renewal and an insurance client
renewal. Since the year end we have been
awarded a renewal of the TV Licensing contract
with the BBC worth up to £456m aver five years.

Cost and operational excellence

With the divisional structure now in place, we
have opportunities 1o drive the efficiencies that
will make our oftering more competitive in the
market and increase profit and cash flow in
the division.

In 2021 we secured cost savings of £43m.
During the year, we opened a single shared
service centre in the UK, which drove cost
savings and efficiency improvements. As we
exiend this work under the new structure, we
expect 1o derive additional benefits from
consistency of planning processes and
resourcing, which is driving high-quality delivery.

Capita plc
. Annual Repart 2021

Strategic
report

Qur operational delivery remains strong and,
across 2021, we focused on delivering a
secure, stable and reliabie service for our
clients despite challengss around Covid and
lockdown arrangements in key geographies.

The pandemic resulted in high staff sickness
ievels in some geographies where we had to
develop robust plans to maintain service levels
for the areas worst affected. In Scuth Africa we
expanded our geographical footprint, opening a
new office in Burban to mitigate defivery
chailenges and strengthen new skilisets. We
are now exploring cpportunities in our existing
geographies to future-proct consistent delivery.

Financial performance

Adjusted revenue’ declined by 9.4%to
£1,184.7m as a result of atirition from contract
expities and fosses including Tesco Bank,
Phoenix, VW Group and First Group. There
were continued planned volume decreases
within the closed book Life & Pensions
business, and reductions in revenue following
completion of a number of Covid-19 and other
projects. Wins in the period inciuded successes
with a major telecoms company in Germany
and our first full year with Irish Water.

i
i
k]
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Reler to APMs on pages £19 10 222.

Experience
continued

Adjusted operating profit! reduced by 14.6% to
£689.1m, reflecting the reduction in revenue and
prior year one-off Covid-19 savings. This was
offset by continued successful transformaticnal
cost savings on our wider cost-saving
programme, as well as the year-on-year

upfit from the 2020 mobilcem-cebitel contract
asset impairment.

We received termination netices on our
Co-operative Bank and Carphone Warehouse
contracts during the year, following both clients’
decision to change their corporate strateqy.
The associated deferred income and contract
assets are now being released over the
termination period; compared with the
previously assumed contract end dates on
both contracts. There was & one-off penefit
from the net deferred income release and exit
fees, to compensate the Group for exit costs
and future profit.

Adjusted cash generated from operations’
reduced by 61.5% to £55.8m following the
unwind of cash preservation measures and
timing of invoicing on a telecoms contract
in 2021.

: Capita plc
Annual Report 2021

in the medium term, we expeact
to target high singie-digit o low
double-digit EBITDA margine.

- Strateglc
_.muo.._

Qutlook

As we have previously highlighted, the
Experience division is around 18 months
behind Public Service in its business
improvement journey. Investmentin
revenue growth allied to operational
productivity and efficiency and gliminating
cash drag will drive profit and cash flow
improvements in the longer term.

We expect revenue to stabilise in 2022. Cur
revenue growth abjective in the medium
term is 1o replicate that of our addressable
markets, which will be driven by our more
client-centric business model. We will also
iook to target higher-growth markets.

in the medium term, we expect 1o target
high single-digit to low double-digit EBITDA
margins in the division. This reflects the
near-term building of revenue, delivering
gfficiencies in the operating cost base and
reducing the overhead, while investing in
our pecple and technology. As revenue
growih becomes mare established,
operating leverage will drive further

margin improvement.
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Portfolio

Portfolio comprises all our non-core businesses that are

intended for disposal. This includes assets from our historical
i5t Service division, as well as businesses transferred
t0nS in our previous divisional structure.

(44

Over the past two years,
our businesses focused
on maintaining excellent
servica levels.”

Our markets and growth drivers

Pertfolio includes a range of businesses
serving public and private clients across
multiple markets and sectors, which are
generaliy mature.

We enjoy strong market positions in many of
the market vertical sectors we operate in, with
strong brands and positive client perception of
our services.

Qur strategy

The division comprises an enlarged portfolio
of valuable but non-cora businasses for which
Capita is not the best owner and which we
internd to sell at the appropriate tme.

We have organised the di
comprising businesses with similar
characteristics which allows us to effect
disposals more efficiently and makes it
easier to manage them in the interim.

1. Refer v APRs on pages 219 tn 222,

Adjusted revenue'

£413.4m

(2020: £414. -03%

Adjusted operating profit!

£23.8m

{2020 £14.2m) 67
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These piltars are Technology, Property.
People, Software, Business Solutions,
Travel and the FERA joint venture.

During 2021, we successiully completed the
disposals of ESS, Capita Life & Pensions
{ireland) and AXELOS. We also announced
the disposals of Secure Sofutions and
Services (S38), our Speciaiity Insurance
business and AMT-8ybex. 888 and
AMT-Sybex completed early in the new year.

Foliowing the year end, we agreed the sale
of Trustmaraue (comprising the businesses
in o Technology pitlar) for cash proceeds of
c.£115m. in Q1, we launched the disposals
of two further piliars. Combined, these two
pillars generated £188m of revenue and

£20 of profit before tax, before aliocation of
Group overheads, in 2021.

The majority of the remaining businesses
are expected to be disposed of in 2022,
depending cn Covid recavery and general
market conditions.

Cost and operational excellence

Over the past two years, our businesses
focused on maintaining excellent service
tevels, despite the ongoing impact of the
pandzmic on a number of pillars within the
division. As aresult, the division's ctNPS
imprcved for the third consecutive year.

1. Refer to APMs on pages 218 to 222.

Capita plc
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In areas which continued tc face challenging
market conditions, we undertook work to
position the businesses better for new market

conditions, Within Agiito {our rebranded travel &
events business), we focused on the efficiency

of the lang-term operating model and in
Enforcement we supported clients o clear
packlogs which built up in the pandemic to
ensure focus on future volumes and local
council needs.

We continued with our successful cost saving

programme, delivering £18m of cost reduction

inthe year.
Financial performance

Adjusted revenue’ decreased slightly by 0.3%
to £413.4m; while some businesses saw

revenue improvement with markets recovering

from the Impact of Covid, including Capita
Resourcing and our Technalogy businesses,
this did not offset the impact of significant
projects ending. Some markets continued to
be severely impacted by Covid, with recovery
slower than anticipated. This particularly
affected our Travel businesses (Agiito and
Evolvi) as well as Enforcement and Optima,
our remartgaging business.

Adijusted operating profit' increased by 67.6% to

£23.8m as the revenue margin mix improved.

Actions taken in 2020 to right-size the divisicn

and benefits fram successiul cast-saving
initiatives continue to drive profit.

Adjusted cash generated from operations'
decreased by 42.6% to £59.8m, mainly due
to the unwind of 2020 events, as volumes
increased and the working capital benefit in
the prior year from volume reductions and
cash preservation reversed.

Qutlook

High single-digit ravenue growth is
expected, particularly supportad by recovery
in the Covid-affected businesses, based on
assumptions of no further lockdowns.

We expect profit improvement to reflect the
increase in revenue and to see the benefit
of high operational leverage fall through

to profit.

This outlook is based on the proforma
scope of the division at year end.



Strengthening the
balance sheet

(1]

We have already exceeded the target we set
of £700m in total disposal proceeds to be
delivered by June 2022."

Summary of financial performance

Financial highlights
Reported resufts ~ continuing cperaions

Adjusted’ results — continuing operations

Reported Reportad Reperted Adjusted Adjusted! Adjusted
2021 2020  YOY change 2021 2020  YQY changs

Revenue £3,182.5m £3,324.8m H% £3,008.5m £2.995.5m 0.4%
Operating profit/floss)  L(86.6)m  £(32.0)m (171 % £139.1m £514m 172%
Profit/(toss) before tax ~ £285.6m £(49.4)m 878% £93.5m £5.4m 1,631%
EBITDA £222.3m £2256m M% £295.1m  £228.4m 29%
Cash generated
from operations £{121.3)m  £434.2m (128)% £185.4m  £295.2m (371%
Earmnings/(ioss) per
share 13.33p {0.40)p 3,351% 1.61p 2.41p (33)%
Free cash fiow £(237.)m  £303.8m 178)% £78.1m £170.3m (54)%
Net debt £(878.8)m £{1.077.9)m £187.3m £{879.8)m £(1,077.1)m £i87.3m

1 Refer to alternatve performance measures (APMs) on pages 219 10 222,
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Tim Weller
Chief Financial Ofticer

Overview

Adjusted revenue' was broadly in line with the
prior year. Contract losses halved compared
with 2020 benefiting from our sustained focus
on retention and service delivery. Contract wins
reflect the commencement of the Royal Navy
{raining contract, Job Entry Targeted Support
{JETS) coniract and the annualised impact

of the Defence Fire and Rescue Project
(DFRP) contract.

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

in 2021 compared with 2020, offset by other
cost increases, including the impac! of the
reinstatement of the employee bonus scheme.
The adjusted profit before 1ax' in 2021 excludes
the financial impact of a closed book Life &
Pensions contract termination, which by virtue
of size has been excluded from adjusted results
as later described in this report. The Group
continued 1o participate in the job retention
scheme made available by the Government

 Strategle
 teport

0 help ease the employment impact of
Covid-18 and furlough refated income of
£4.9m (2020: £21.3m) was recorded in
the period which was offset against the
associated payroll costs.

Adjusted cash generated from operations'
raduced by £109.8m to £185.4m reflecting
the increase in adjusted aperating profit'
affset by movernents in working capital.

Adjusted free cash flow! reduced by 54% in
the period as the reduction in adjusted cash
generated from operations’ was partially
offset by lower capital expenditure and
interest payments.

As part of our drive for simplification of the
husiness, and strengthening the balance
sheet, we continue to seek to dispose of
a number of hon-core businesses. During
2021 we completed the disposal of the
Education Software Solutions (ESS)
business and of AXELOS, realising cash
proceeds of ¢.£343.5m and £182.2m
respectively. We also announced the
disposal of our Speciality Insurance
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business, subject to certain consents; the
disposal of the AMT Sybex software business,
for initial cash consideration of £23.0m, and
potential additional consideration of up to
£17.0m, subject to certain conditions; and the
disposal of our Secure Solutions and Services
(SS58S) business for cash proceeds of £72.0m.
The sale of both AMT Sybex and 3553
completed in January 2022.

On 28 January 2022, we announced the disposal
of the Trustmarque business for £3111m on a cash
iree, debt free basis, and the Group expecis to
receive net proceads of c.£115m at completion.
Additional consideraticn of ¢c.£3m is payable to
Capita contingent on carfain future events. The
sale is subject to certain consents. The proceeds
rom this sale, subject to successiul completion,
mean we wili exceed tre target we set of £700m
in total disposal proceeds to be delivered by
June 2022,

These disposals form part of the Board-approved
dispesal programme and the preparation for a
number cf further disposals has commenced
where there are opportunities to maximise the
value from exiting non-core businesses. The
Group expects to use the proceeds from this
disposal programme to repay maturing debt, to
make further deficit reduction contributions to
the Group's defined benefit pension scheme
and 1o invest in driving growth in the remaining
core businesses. In 2021, we repaid £232.3m
of private placement notes, and made pensicn
deficit contributions of £155.5m.

In the second half of 2021, the Group moved to
2 new, ihree division, organisation struciure,

1 Reater to APMs on pages 219 to 222,

creating a platform for revenue growth,
increasing cpportunities for savings from
shared support services and a leaner Group
overhead, all of which is expected to drive a
richer contract margin mix and further efficiency.

Liquidity as at 31 December 2021 was
£392.4m, made up of £345.7m of the undrawn
element of our committed revolving credit
facility (RCF) and £46.7m of unrestricted cash
and cash equivalents net of overdrafts. The
existing RCF expires on 31 August 2022, and
in June we entered into a new £300m RCF
covering the period from 31 August 2022 to

31 August 2023. The two RCFs incorporate
provisions such that the amounts available
under the facilities will be partially reduced
when proceeds are realised from future
business disposals. For full details refer to the
Capital and financial risk management section
later in *his review.

The 31 March 2020 triennial valuation of the
Capita Pensicn and Life Assurance Scheme
{(the Scheme} was concluded during the year
and identified a deficit for funding purposes of
£182.2m, which is expected to be recovered
through agreed deficit contributions of £105m
across 2022-2026 on top of the regular pension
deficit contribution of £59m paid in 2021. The
valuation of the Scheme liabilities for lunding
purposes differs to the valuation for accounting
purposes mainiy as a result of the different
assumpt.on principles required for funding and
accounting purposes. At 31 Decembar 2021,
the Scheme showed a smali surplus for
accourding purposes of £7m on an accounting
basis (2020: deficit £242m), which has been
reflected in the Group’s balance sheet as at

| Capita plc
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Adjusted revenue’ bridge by key driver

£m

B

that date. Management estimates that, at

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

31 December 2021, the funding level was
around 21% (or a net liabifity of £165m) which
is expected to be met by a mixture of the
remaining deficit contributions of £105m and
asset outperformance.

Adjusted results

Capita reports resuits on an adjusted basis to
aid understanding of business performance.
The Beard has adopted a policy of disclosing
separately those items that it considers are
outside the underlying operating results for

Year ended 31 December 2020 2,895 5
One-offs in 2020 (14.7)
Year ended 31 December 2020 rebased 2.980.8

Contract losses 1043}
Ongoing contract scope and volume changes (65.6)
Transaciional revenue growih® 25.3
Contract wins 1321

One-offs in 2021 34.2

Excludes DWP PIP contract modification hom transactional to continctual.

the particular peried under review and against
which the Group’s performance is assessed
internally. In the directors’ judgement, these
items need fo be disclosed separately by
virtue cf their nature, size and/or Incidence

far usars of the financial statements 1o obtain
an understanding of the financial information
and the underlying in-period performance of
the business.

In accordance with the above policy, the trading
restilts of business exits, along with the
non-trading expenses and gain or loss on
disposals, have been excluded from adjusted
resuits. To enable a like-for-like comparison of
adjusted results, the 2020 comparatives have
been re-presented to exclude 20271 business
exits. As at 21 December 2021, the following
businesses met this threshold and were
Classified as bueiness exils and therefoie
exciuded from adjusted rasults in both 2021
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and 2020: ESS; AXELOS; Life Insurance and
Pensicns Servicing business in lreland; AMT
Sybex software; S55; the Speciality Insurance
business; and a software business.

Reconciliations between adjusted and reported
operating profit, profit before tax and free cash
flow are provided on the faoilowing pages and in
the notes 1o the financial statements.

Adjusted revenue

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

- one-off contract refated items in 2026,
including the release of deferred income
and write-off of contract assets arising
from coniract terminations, settlements
and modifications, provisions recognisetf
on onerous contracts and contract related
asset impairments;

contract losses halving year-on-year
reflecting sustained focus on retention
and service delivery,;

.

ongoing contract scope and volume reduction
reflecting pandemic-refated work in 2020 and
projects in Experience which did not repeat

in 2021,

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

and termination gains ansing from contract
terminations and modifications, including on
the EMS contract with the Ministry of Justice
in Putilic Service and The Co-operative Bark
contract and a contract with a telecoms client
in Experience:

1 Refarto APMs on pages 218 10 222,

« transactional revenue growth mainiy driven
by Public Service and to a lesser extent
Portfolio, and

+ the benefit of a number of notable contract
wins, including the commencement of the
Royal Navy training contract and the JETS
contract which commenced in February,
combined with the annualised impact of the
DFRP contract in Public Service and smaller
wins within Experience.

Order book

The Group’s consalidated order book was
£6,115m at 31 December 2021 (2020: £5.851m)
as additions from contract wins and extensions
in 2021 (£2,901m), including the Royal Navy
traiming contract and contract extensions with
two major Eurcpean telecoms gioviders,
exceeded the reduction from revenue
recognised in the year (£2,297m} and contract
terminations, business disposals and scope
changes (£339m).

Adjusted profit before tax

Adjusted profit before tax' increased in 2021.
The adjusted profit before tax' bridge opposite
reflects the following tems:

to ensure a like-with-like starling point, the
2020 one-offs, which included contract asset
impairments and confract provisions, are
adjusted for;

the margin effect of contract losses, scope and
vaotume, transactional changes and contract
wins were a net £26.9m hegative, with new
wins not yet offsetting the impact of contract
losses and scope and volume reductions;

»
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Adjusted profit before tax' bridge by key driver

Year ended 31 December 2020
One-offs in 2020 — contract-related

Year ended 31 December 2020 rebased
Coniract losses

Cngoing contract scope and volume chaitges
Transactional revanue giowth

Contract wins

One-offs n 2021 — conliact-related

Cos! savings

Other eosl movemenls

Bonts
Haliday pay

fLE

Adjusted operating profit to adjusted free cash flow’

Adjusted operating profit’

Add: depreciation/amortisation and impairment property, plant and eguupmen:

and inlangible assets

Adjusted EBITDA!
Working capital
Other

=
b3
B oale
i |
=

o

Adjusted cash generatad from operations'
Nat capital expenditure
Interest/tax paid

O W
«

oL
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+ unplanned contractual one-offs in 2021,
including the release of deferred income
and write-off of contract assets arising from
contract terminahions, settlements and
modifications, and provisions recognised
on onerous contracts. Thase resuited in net
gains of £7.5m in Public Service and £4.7m
in Experience which have not been excluded
from adjusted results because they are
considered to be in the normal course
of business;

the transformation prograrmme continued

to deliver substantial savings in 2021 with

a £123.3m year-on-year benefit;

other cost movements, primarily from general
inflation; and

?

the year-on-year impact of the reinstatement
of the employee bonus scheme this year with
£31.2m expensed during 2021 including
£17.3m accrued at 31 December 2021
compared with the release of the 2019's
£16.5m accrual in the first half of 2020,

was partially off-set by a reduction in holiday
pay accrual.

Moving torward, we expect o see the reward
from the investment in cost transformation over
the past few years, with revenue growth and
operating leverage driving the bottom line, albeit
this is expected to be partially offset in the short
term in 2022 by the impact of cost inflation and
staif attrition as the UK economy enters a high
inflation, high employment period.

Adjusted profit before tax' excludes contract-
related pravisions and impairments of £43.1m
in the closed book Life & Pension business in

1 Refer to APMs on pages 219 to 222

Experience. These have been excluded from
adjusted results due to their materiality and are
detailed in the Reported resuits section.

Adjusted free cash flow

Adjusted free cash flow' in the year ended
31 December 2021 was an inflow of £78.1m
(2020: inflow £170.3m). The decrease
compared with the prior period is driven by
a reduction in adjusted cash generated
from operations!, capital expenditure and
interest payments.

Adjusted cash generated from operations’
benefitad from the improvement in adjusted
profit before tax’ explained above, offset by

a material working capital outflow compared
with an inflow in 2020. In 2020, the Group's
cash flow benefited from shorter public sector
payment cycles &s part of the Covid-19
response and advanced payments from a small
number of major clients at 31 December 2020.
As expected, 2027 has been impacted by the
unwind of these advanced receipts together
with the natural expansion in working capital
as the Group transitions to growth.

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

Reporied results

Adjusted to reported profit

As noted above, to aid understanding of our
underlying performance, adjusted oparating
profil” and adjusted profit before tax' exclude a
number of specific items, including significant
restruciuring, the armortisation and impairment
of acquired intangibles, including goodwill, and
the impact of business exits.

| Capita E.n .
Annual Report 2021

Adjusted' to reported profit bridge

Operating proftiloss) Frofitiloss) betore tax

2021 2020 2021 2020
fm fm Cm £m
Adjusted’ 138,17 51.1 83.5 5.4
Amortisation and impairment of acquired
intangibles {12.0} (26.4) {12.0} (26.4)
Impairment of goodwill {11.5) - {11.5) —
Litigation and claims 9.3 (0.7) 9.3 (0.7)
Net finance costs — — {1.4) .51
Business exit {20.1) G60.5 2999 80.3
| Business exit - on-hold disposal costs — {7.5) - 7.5
: Contraci-related provisions and impairments {43.1) — —

Significant restructuring

(148.3)

Impairment of goodwiil

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

units (CGLs) and the allocation of goodwill,
Reflecting the way management now exercises
oversight and monitors the Group's performance,
the Board concluded that the lowest level at
which goodwill is monitored is at the divisiona!
level for Public Service and Expefience, and at
a sub-divisional level for Portfolio, and goodwill
has been reallocatad to these new CGUs or
group of CGUs, as appropriate. At 31 December
2021, this resuited in an impairmeant of goodwill
in the Travel CGU within the Portfolio division
as the travel industry continues to be impacted
by Covid-19 which is reflected in the projecied
near-term cash flows as well as the increase in
comparable companies’ discount rates.

Transformalion programins savings

£123m

yearon-veer bengfit in 2021
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Referto note 3.4 10 the consolidated financial
statements for further details.

Business exits

Susiness exits include the effects of businesses
that have been dispased of or exited during the
period and the results of businesses held-for-
sale at the reporting date. Individuat businesses
within the Portiolio division under the New
gorporate structure will be treated as held-for-
sale where their disposalis seen 10 be highly
probable and is expected 1o compiete within the
foliowing 12 montns. pt 31 December 2021
husiness exis comprised:

. the ESS business whose disposal was
completed on 1 February 2021;

. the Life [nsurance and Pensions Servicing
pusiness in Iretand whose disposal was
completed on 1 March 2021;

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

« the AMT Sybex software, S99 anc Speciality
insurance businesses which were in the
process of being soid and which met the
held-for-sate criteria. Accordingly, these
pUSINesses WeTe treated s disposal groups
held-for-sale at this date. The disposal of the
AMT Sybex Sofiware and 8SS businesses
completed subseguently in 2022 {refer to note
p.2ofthe consolidated financial statements
for further details):

-

Refer o APMs on pages 218 10 222.

. g software business in the Portfalio division
that the Group has decided o exit; and

- {he exit costs, including cﬂo*mmmwo:m_ fees,
salary costs and separation planning Gosts.
relating to further planned disposals for which
the held-for-sale and pusiness exit criteria
were not met at 31 December 2021.

1 accordance with our policy, e trading
results of these pusinesses, along with the
non-rading expenses and gain on disposal,
were classified a8 husiness exits and therefore
exciuded from adjusted rasults. To enabie

a like-for-like somparison of adjusted results,
the 2020 camparatives have been restated

to exclude the 2021 pusiness exits.

Furthet businesses are planned for disposal
as part of the Group's simplification siraegy.
However, giver the status of the relevant
disposal processes, the businesses did not
meet the criteria io be classified as assets
hetd for sale at 3 December 2021 and,
accordingty, their trading results are included
within adjusted results. This includes the
Trustmargue business whose disposal was
announced on 28 January 2022 (refer o note
6.3 of the cansofidaied financial statements
tor further details).

Significant restructuring

in 2018, the Board jaunched a multi-year
transformation programme 1o support ine
objectives of simplifying and strengthening
Capita. The programme was extended

to property raticraiisation, procurement
centralisation, transiormation of support
functions, incliding investrnent in growin, and
operational excellence initigtives, inchuding

Capita plc
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investment in autornation, These aclivities were
designed to improve the cost competitiveness
of the Group and secure Capitas position in the
markets it serves and strengthen gavernance
and control.

The transformation programme incluged
planned improvements 10 the Group's financial
reporting systems. New financiai systems Were
due to go live in the second haf of 2018 and,
while progress was made, a decision was aken
to defer the go-iive because more work was
required on the core processes and procedures
watore the system couid be effectively
implemented. Several inferim activities were
progressed during both 2020 and 2021 and the
technical asset including the IT infrastructure,
software and codelase Were preserved.

The new system was deemed necessary 10
provide effective functionality across the then
six reporting divisions, supported by ihe central
functions and covering & muitifaceted iegal
entity structure. T addition, the decision 10
invest in new financial reporting systems Was
predicated on the fact that the Group's existing
ERP platform would notbe supporied by the
relevani supplief peyond 2025.

During 2021, the Groud simplified its divisional
and management organisation structure with
angoing programmes 10 streamiine the legal
entity struciure of the Group. As @ result, the
Board cancluded in late 2021 that continued
investment in a new systemn was not critical

to support the financeé ransformation. This
coincided with confirmation from the supplier
that the Group's existing ERF platform will be
supported untll at least 2030.

, ..n...:nmo..m_.o
i report

These develepments allowed management to
reconsider the technical imperative t0 move 1o
a new ERP platform and to assess the extent
1o which the Group would be better served by
continuing to use its existing platform. {thas
pecome clear that itis feasible 10 use the
existing platform and, in doing S0, avoid the
disrupiion, additional cost and risk of @
fransition to 2 new platform. The simplified
operating model makes possible & continuation
of the systems already avaiiab'le with more
limited investment to achieve the required
functionalities that will deliver the prime
objectives of standardisation, automation and
improved quality of information.

Therefore, the Board approved & revised
approach &l the end of 2021 to focus on
optimising the existing financia! reporting
systems and not migrate to &n entirely new
finance system. AS such, an impairment of
£53.5m was recog nised at 31 December 2021
representing the book value of the glements of
the new finance gystem which are no longer
expected to be utilised.

The Group has continued ta invest in shared
service centres and oftshoring. and in making
.,Bvﬂo,\mamam 1o the Group’s existing reporting
systems, Processes, and controis. Further
gnhancements are planned far 2022, that will
take into consideration the Government’s
proposed audit and governance reform,
including the potential adoption of a UK-
Sarbanes-Oxiey regime.

The costs of the ransformation prograrnme.
including redundancy costs, are excluded from
atjusted operating profit’ as significant
restructuring. 2021 is the final year of major
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investments in the fransformation programme
where the costs are excluded from adjusted
results. From 1 January 2022, any residual
restructuring costs will be included within
adjusted resutts.

Contract-related provisions and
impairments

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

The Group has highlighted in prior reporting the
structural challenges associated with the closed
book Life & Pensions contracts. These provided
for upfront cash inflows to support initial
transformation activities with a much lower ievel
of cash inflows once the transformation phase
was completed. Unde- the Group’s long-term
contract accounting policy (see note 2.1 of the
consolidated financiat statements), the cash
flow profile of these contracts has resufted in
deferral of profit into future years which is not
backed by net cash flows (because the relevant
cash receipts arose in the early years of
contract execution). Acditionally, some of the
contracts contain evergreen clauses allowing
the customers to extend the contracts
indefinitety untit the run-off of the underiying
pensions books is complete.

The Life & Pensions business has remained in
strucluraf decline as some customers, with

1 Referto APMs on pages 219 to 222

legacy IT systems, have switched to suppliers
who can provide a singte digital platform for all
their books. The Group has sought to drive
efficiencies to mitigate this fall off in volumes,
while supporting customers who have selected
new cutsource providers or taken the activities
back in-house.

The ciosed books and contractual dynamics
have led 1o onerous conditions to service these
contracts. The Board has been required o
assess the iikely length of the remaining
contracts, given the pattern and experience of
coniract terminations while also recognising the
gvergreen clauses. Accordingly, management
has in prior years provided for the onerous
contract conditions based on the best estimate
of the remaining contract terms. The contingent
liability note has highlighted that should the
contracts end earlier or extend for longer this
may result in a material reduction or increase in
the pravision recorded.

During 2021, the Group has continued te
suppor: a major custcmer on the transfer of
services to another supplier. This is taking
significantly ionger than initially expected.
Management has reassessed the lifetime
estimate to include not only the onerous
contrac: terms but also the period and likely
costs to support the final handover of services.
This assessment has extended across all
contracts that contain evergreen clauses,
including those where there are cngoing
discussions regarding either termination or
transfer of services, This reassessment,
reflecting the development in the latter haif of
2021, provides cover for contracts to extend out
o 2026. This has resulted in an increase to the

' Caplits r_.n.
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Adjusted to reported free cash flow

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

Further detail of the specific items charged in
arriving at reported operating profit for 2021 is
provided in note 2.4 to the consolidated
financial statements.

2021 2020
£m m

Adjusted’ 78.i i70.3
Pension delicit contributions {155.5) (29.5)
Significant restructuring (68.6) {64.1)
Litigation and claims {18.5) —
Business exils 4t.2 102.2
Business exits — on hold disposal costs - (7.5
Non-recourse trade receivahles financing 13.6
VAT deferral 118.8

Adjusted to reported free cash flow
Reported free cash flow was lower than
adiusted free cash flow!, principally reflecting
pension deficit contributions (which the
directors consider to be debt-like in nature) and
the cash costs of the significant restructuring
programme, partially offset by cash inflows on
business exits.

In addition, in both 2021 and 2020, the benefit
from the Covid-19-related Government VAT
deferral measures and utilisation of a non-
recourse trade receivables financing facility
were aiso excluded from adjusted free cash
flow'. The VAT deferral benefit has largely
reversed during 2021, The nan-recourse trade
receivables financing facility was put in place in
the early stage of the Covid-18 pandemic to
mitigate the risk of cusiomer receipts slippage.
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Cash flow headwinds

As previously reported, in 2021 the Group was
impacted by material cash outflows arising
from reversal of the VAT deferrai noted above,
pensian deficit contributions and significant
restructuring. The actual cash cutflows in
2021 together with forecast outflows for 2022
in respect of these items is set out in the

tahle opposite.

One of the largest outflows in 2021 was the
repayment of deferred VAT under the
Government’s Covid-1G support measures.

There have been substantial catch-up pension
deficit contributions in the year. Followirg
agresment reached in June with the pension
Trustees in respact of the 2020 triennial
valuation, we expect to make a further regular
deficit contribution of around £30m in 2022

Moving into 2022, restructuring costs are
expected to be materially lower and it is not
planned that these costs will be excluded from
adijusted results beyond the current financial vear.

The material reduction in the cash outfiows
N 2022 arising fram these tems, is cne of
the key tactors underpinning the expected
ransition to sustainable free cash flow? from
that year onwards.

1 Refer to APMs on pages 218 (o 222

Impact on net debt

Net debt at 31 December 2021 was £879.8m
(31 Decermnber 2020: £1,077.1m}). The reduction
in nei debt targely reflects the proceeds from
the ESS and AXELOS disposals.

Over the medium term, foliowing the completion
of our Portiolio divestment programme, we will
be tergeting a pre-IFRS 16 headline leverage
ratio for Capita of around 1.0 times headline net
debt to adjusted EBITDA".

The calculations of the net debt to adjusted
EBITDA' and interest cover ratios for covenant
purposes in respect to the Group's US private
placement loan notes and other financing
arrangements are set out in the APM appendix
1o the consolidated financial statements.

At 31 December 2021, the US private
placement loan noles net debt to adjusted
EBITDA' covenant ratio was 1.5 times

(31 December 2020: 1.8 times) and was

2.0 times for afi other financing agreements
(31 December 2020: 2.5 times) comparad with
maximum permitted levels of 3.0 times and
3.5 times respectively.

At 31 December 2021, the interest cover!
covenant ratio was 9.9 times for the US private
placement loan notes and 9.6 times for other
financing arrangements (31 December 2020:
8.5 times and 7.8 times respectively) campared
with minimum permitted levels of 4.0 times tor
ail debt instruments.

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

2 Sustanable Irea cash flow =reparted free cash flow axcluging the impact of dsposals
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Cash flow headwinds

VAT deferral
Pension deficit contributions
Below-the-ling restrucluring

Forecast
2022

m
16.0
a0.0

Net debt
2021 2020
£m fm
Opening net debt C1L.a77A)
Cash movement in net debt 206.5
Non-cash movemenis {11.2) {G1.5)
Ciosing net debt (879.8) (1,077
Remove closing (FRS 16 impact 448.4 5081
Headline net debt (pre-iFRS 16) {431.4) {560y
Cash and cash equivalents net of averdrails 1015 1
Debt net of (532.9) (710.1)

Liquidity
2021 2020
xid] cm
RCF 485.7 JH2.0
Backstop hi — 150 0
Leas: diavwang on faci i40.0) -
Uncrawn committed facilities 3457 502.0
Net cash, cash equivalenis nei of overdralts 101.5 14711




Putting our
people first

Like s0 many other businesses, we have continued
t0 be chatlenged by the effects of Covid-19, while

making sure that the health, safety and we

being

of our colleagues is our number one priority.

Workforce

mmboc

peaple employed in 10 diffetent countnas

It was a challenging year for Capita and its
people for many different reasons. We started —
and ended — 2021 in a pandemic; while as a
business, after continuing 10 embed our hybrid
ways of working, we moved from six divisions
o three.

This was part of our ongaing strategy to simplity
and strengthen. We have restructured the
divisions 10 make us more client-centric,
focused on growth, white continuing to keep our
cost base under review. These changes mean
we are now a simpler and stronger
organisation, operating more effectively.

During the year, our Peopie function supported
the move 1o three divisions, while updating the
systems and processes in the function itself;

confinued 10 deliver on many of the priorities in

our ‘HR 2020’ strategy; and worked to provide
the right support and guidance io our
colleagues across the crganisation.

But such challenges and changes also mean
it has never been more important that we
continue to fisten to what our colleagues are
thinking and feeling.

We carry out an internal survey every year

10 help us understand how engaged our
colleagues are with Capita and its plans, how
they are feeling, ang what they think about
waorking for the business.

The peopie survey resuits showed tearns and
managers are doing a great ioh. Trust levels are
high within teams, there are regular discussions
about performance, and coileagues feel that
their managers care about their wellbeing

and help them succeed to their full potential.
Overall, our people rate their managers at

an average of 87% across all aur manager
commitments, which form a key part of our
vaiues and behaviows.

The resuits demonstrate the success of our
commitment to our new ways of working and

Capita pic .
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our virtual first approach, with 90% of
colleagues agreeing that their manager is
supportive of flexible or hybrid working.

The results also show we are making great
progress in building a mare diverse and
inclusive workplace, with 81% of respondents
feporting 1 can be myself at work’, 88% saying
that their manager has taken, or would fake,
action against any form of discrimination, and
87% confirming they feel safe at work. These
resuits refiect the hard work delivered across
the organisation to improve diversity and
inciusion and ta make it a more honest, open
and safe place to work.

However, despite many positive results in the
survey, we have seen a decline in our gverall
engagement figures with a 22-point negative
swing in our employee net prometer score.
There are aiso additional areas where it is clear,
according to the feedback, we are falling short.

As a result, we have introduced a new
employee listening tool with a renewed focus on
action plans; engaged with leadership teams
across the business 1o further consult and listen
t0 our colleagues; and agreed a range of next
steps to address key areas of concem
throughout 2022.

HR operations

We also face a different set of challenges, amid
the most competitive recruitment market in a
generation. We are foCusing on resourcing —
how we can recruit and retain the best talent —
while refining our employee value proposition
{EVP); and standing out among the crowd has
never peen more important.
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We will continue to define,
communicate and execute
Capita’s performance and
development strategy to
maximise our employees’
potential through skills
development and
progression.

As retention is the key element of our
recruitrnent challenges, we continue 1o work on
the performance and development of our
colleagues, growing the Capita Academy and
adding new leaming modules. Socially
responsible reseurcing aiso remains a priority
and you can read more about gur Kickstarter
orogramme on page 37.

Qur workforce has reduced by around 3,200
colleagues over the past year, predominantly
tiue to: the sale of businesses; redundancies
because of the pandemic and changes as part
of our fransformation; and a cautious approach
to recruitment. Our voluntary turnover was 30%
(2020: 20%).

Continuing to focus on the health,
safety and wellbeing of all colleagues

Focusing on the heaith, safety and weltbeing of

all Capita employees has remained our number

ane prionty during the pandemic. As part of our
transformation, for the first time all health-
related functions have come together into one
group ~ Team Health — under the leadership of
the Group Senior Medical Officer, These heaith
functions are: welibeing; tieaith, safety and the
environment (HSE); safeguarding; clinical
governance; and occupational health.

Team Health provides guidance and standards
to suppart the divisions and business units. It
also works increasingly closely with our team of
more than 1,000 clinicians to harness skills,
knowledge and expertise — 10 Grive our
approach to caring for colleagues and deliver
best practice to our clients.

. Capita plc
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in 2021, we alsc conducted a review of the
eccupational health provision for ail our UK
colleagues, resutting in the appointment of a
new occupational health provider, Health
Partnars. They will work closely with us 1o
deliver accupaticnal health and wellbeing
programmes that align directly with aur Group
healih strategies. Alongside this, we continue to
provide occupational health support in ail our
globai locations through targeted approaches,
such as insurance pians and employee
assistance programmes.

In our HSE, safeguarding and wellbeing
functions, wa undertook a formal external legal
review of our requirements. We released new
policy documents in most functions, along with
new Group standards, setting out in detail the
requirements for training ana processes for all
cotleagues at every level of the business. We
continue to engage closely with divisional and
business unit ieads to ensure that we comply
with these standards and mest cur legisiative
requirerments. We developed wellbeing
initiatives to support all our global colleagues,
inciuding targeted programmes of events for
world Mental Health Day and Worid
Menopause Day.

We continued our work to protect all colleagues
in our giobal locations. Our mulbidisciplinary
approach o our pandemic response was led
by a member of the Group executive team, and
involved: Team Health and colleagues from

our commercial leadership; HR; property and
facilities; and resilience teams. itis delivered by
our colleagues in the frontline business units.

| Stratagic
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Overall, we have taken a proactive approach to
protecting colieagues and cur clients, carefully
balancing the needs of colleague safety with
service delivery and commercial growth, but
always making sure our people’s welibeing
remaing cur number one priority. Capita
guidance is informed by government guidelines
in all countries in which we operate. We received
positive feedback about aur work in this area
from colleagues, partners and customers.

Our plans for 2022 inciude: continuing o
develop and ernbed new policies and standards
within the divisions and business units; driving
assurance programmes around these
requirements; growing the wellbeing and

health components of our new occupational
health services; and increasing the digital
transformation of the tools we use to care for

all empioyees.

Performance and development

We will continue to defing, communicate and
execute Capita's performance and development
straiegy to maximise our employees’ potential
through skills development and progression.
This will be underpinhed by our career pathway
framewerk, which we comimenced mapping
during 2021. We pravide a global academy
approach 1o learing that gives individuals
access to development, delivers the busingss
effect required and enables growth in
individuals and the busingss.
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We have seen good levels of engagement with the learming resources over the past year, eg:

c.77,000

digntal iearnig an: a5 completed - an increase
of more than 28,000 an 2020

c.7,300

management faculty digital moduies completad —

anincrease af mors than 2,000 ch 2020

390

calleaguies attznded managemeant faculty vittnal
labs, inclucling a ‘train the trauner” programime

c.11,900

colleagues completed social distancing learng

o.w._“woo

colleagues completed ant-1acisim raming
(since ifs [aunch in May 2021)

¢.9,600

colleagues completed a Lean Six Sigma YWhite
Belt digital moduie

c.3,900

ral ::B_o_u_%: modules completsd —
rzase of more than 1 800 on 2020

c.1,500

indlinn colleagues complated DEA raining

Capita Academy

For the Academy, Capita’s iearning instinne,
2021 was a year of engaging with colleagues
and hightighting our resources across Capita.
We continued to build a solid resource bank
within the Academy, which provides colleagues
with a s Jite of accessible [earning and supporis
their ongoing development. We introduced
Lean (organisationat excellence courses based
on the Lzan Six Sigma principles) project
management to the Academy suite of tools. We
continued to invest in cur managear population

omv:m.u_.a .
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by offering a coaching programme in
parthership with Better Up that provided
valuable support for 100 key colleagues.

We supported many welibeing initiatives,
offering digital modules incliding ones on social
distancing and working remataly. In addition,
specialist speakers provided practical tools and
techniques for personal wellbeing. We invested
in our content development including a focus
on anti-racism, licence to hire, global induction
rebuild and personal profifing workshops.

We also shared our approach to wellbeing

and other materials with clients and families,
supporting our wider cernmunity.

Looking forward, we will continue 10 focus on
organising our resources and providing easy
access for ali colleagues so they can seif-serve
and self-develop. We will continua to build cur
learning suite and provide clear alignmeni to
our career pathway framework, supparting
attraction, diversity and inclusion,

competency development, and retention

of cur talent globally.

Professiconal development

We offer 68 different professional development
programmes across the UK and 750 colleagues
enrolied on one of our levy-funded programmes
in 2021, taking our on-programme learnears up
t0 1,400. We are proud of our success to date,
which includes:

+ Being nominated for Apprenticeship
Programme of the Year at the
Learning Awards.

- £7.5m of our apprenticeship levy spent since
the Academy started.

 Strategic

| raport

= Lineg management upskilling using
Advance and Accelerate programmes
for 710 managers.

- Capita in India was recognised as & Great
Place to Work® with all 15 people practices
individually certified.

Invesiment in apprenticeships at all levels has
continued to grow and is providing ongoing
opportunities to build the skills required for our
ongoing business success and for serving our
clients successfulty in suppon of growth.

Youth employability

We recognise that young people have been
disproportionately affected by the pandemic,
and that those whe are most disadvantaged
remain furthest from the workforce, despite the
recent bounceback in the jobs market. Those
who are most affected inciude people who
are Black, from minority ethnic backgrounds,
disabled, from disadvantaged socioeconomic
backgrounds and those with caring
responsigilities. We have not only increased
the nurnber of opportunities available to young
people, but also actively sought to atiract,
engage and empioy young people from

these groups.

Capita was one of the first organisations 1o sign
up 1o the UK Geovernment’s Kickstart Scheme.
From the start of 2021 to date, we have offered
56 Kickstart placements, with the maijority
being delivered virtually. 60% of our
Kickstarters have secured a permanent role

in Capita after the programme.
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We also aim to increase the numMoer of direct
entry apprenticeships availabie over the next
few years.

Developing colleagues’ potential

We continue to strengthen our approach 10
performance development, ensuring managers
can have meaningful and effective
development, career and wellbeing discussions
with colieagues to bulld their skills for the future.

In 2021, we aligned our performance process
across most of the Group. For mid-year
reviews, we launched our hehavioural
competencies, aligned with an ordine capability
assessment tool helping individuals assess and
acknowledge areas where they can improve
their skills and develop their capability.

Supporting future leaders

Our Executive MBA programme now has
around 90 entrants. it is funded from the
apprenticeship levy and helps high-poteniial
colleagues to develop their leadership skills and
progress at Capita.

We also launched and developed a mutual
mentoring programme, which has been rolled
out to mare than 270 colleagues. The
programme nas helped to educate and raise
the awareness of our leaders about the
challenges facing many colleagues, and
supporis a more inclusive workplace.

To improve diversity at genior levels, we
continue to support high-potential women and
individuals from under-represented groups
through cross-company mentoring
opportunities. i 2021, 80 colleagues were
enrolied tn these programmes. We are
delighted to have wan the Moving Ahead
Meniee of the year award 2021.

Reward

While we focused our pay reviews on the lowest
paid employees in 2021, as & real living wage
employer, we also worked to redesign our
incentive plans to improve consistency across
the businesses.

Following canceliation of the bonus in 2020, our
management bonus plan for 2021 was split
over the two haif years (for Executive
Committee and below) with both halves
achieving payouts for plan participants.

We introduced three new platforms to make life
easier — Benefex for benefits, L evei for salary
advances and savings, and Hartlink for
pansions — as well as taunching several
financial wellbeing products as part of our
benefits package.

We also concluded a major remuneration policy
review following extensive consultation with
investors and our new remuneration policy was
approved at the 2021 AGM; see page 98 of the
directors’ remuneration report for mare details.
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The need to stand oui among
the crowd with a compelling
EVP has never been more
important - particularly
across digital platiorms.

Resourcing

The effect of the pandemic on employment has
peen more profound and fong-lasting than the
initial effects experienced in 2020, such as job
retention schemes ffurlough) and issues of
gnemployment.

The impact of Covid-19 has driven, what |00K t0
be, permanent changes in people’s perspective
on employment and their work-lite balance,
significantly affecting the way empioyers need
to position thermselves in the external market.
This has been compounded by skills shortages
in many sectars of the economy. The need 1o
stand out among the crowd with 2 compelling
EVP has never been more important —
particularly across digita! platforms.

Hiring demand across Capita in 2021 exceeded
pre-pandemic levels and continued to follow the
ends seen in the external market, driven by
the ‘great resignation’ phenomenon. In the UK,
around 11,700 people started their careers with
Capita (60% of all our hiring) and across all our
operating geographies, the total numnber of
hires was more than 18,400, with South Africa

Strategic
report

and India accounting for 17% and 11% of all
hires respectively. Pieasingly, the work that
started in 2019 to move away froma
dependency on employment agency supply, to
& new direct delivery hiring model powered by
our own shared services eam in Mumbal,
continued to deliver ganuine vaiue to the
business. The requirernent to Use third-party
recruitrent agencies reduced for a second
consecutive year fiom 13% (2020) 0 8% {2021,
with a corresponding increase in direct detivery
riging from 77.5% (2020) to 83% (2021).
Notably, roles placed with agencies also
continue to be directly sourced by the internal
tearm and, by taking this action, more than £1m
in agency fees was saved. This trend is
consistent with the overall market but it is one to
watch in 2022 as this will affect our apility 1o
retain fop talent

Systems and transformation

In 2021 we supported the transformation of the
business, aligning and updating HR systems to
represent the new structure being put in place.

We moved all employee benefits 1o a new
penefits platform, expanding the henefits
offering and providing a better user experience
for employees following the disposal of our
employee benefits busINess. As a result of that
disposal, Capita Atlas pensions platform aiso
went live in September 2021, receiving positive
feedback from employees across Capita.

We launched an HR chatbot, Herbot, atthe
beginning of 2021 which helps with commaon
transactions and queries from employees.
Given the success experienced with Herbot
engagement, we planto make it available via
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Microsoft Teams and expand the types of
gueries being handied and allow for further
altomation with Workday.

Our People Hub continues to provide support
across HR. with the raspense rate increased to
99.11% of calls to the hub being answered
within 15 seconds. The team have also been
vital in administering and implementing the
UK’s Coronavirus Job Retention Scheme for
any affected Capita colleagues, and additionally
supporting the redeployment process.

Property portfolio

We continued to trans orm and simplify our
preperty footprint with further consolidation
during 2021 with 55 locations closed globally.
Cur move to hybrid ways of working has been
rollied out successfully, aided by the intreduction
of our desk booking app which allows our
colieagues to book desks at 19 key ‘hub and
spoke’ office tocations around the UK. Thisis
aisg being rolled out in Jur gichal portfolio.

We continue o look to invest in our locations as
we craate more flexibie and better equipped
space, providing cur colleagues with improved
technalogy to complement our ways of working.
This allows us to come together, both face-to-
face and virtualiy, 1o cofiaborate and 10 meet with
clients and stakeholders. To suppoert this, we
have racycied more than 5,000 items of furniture
internally from the sites we have closed.

While our office spaces are still being used

for direct delivery work and for coileagues to
benefit from collaborative working, we are
focused on making sure they will be used
carefully to ensure people only travel when thay
need {¢. This forms part of Capita’s ambitious
set of p'ans to reduce corporate travel
emissicns by 75% by the end of the decade —
and be net zero acress ali parts of the business
by 203E.

As part of our responsibie business
commitment, we have also donated more than
2,300 items of furniture (0 more than 30 schools.
Additionally, a number of office chairs and filing
cabinets have been donated to the NHS.

W..nw._u_ﬁ.v_n R
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Engaging
with our
stakeholders
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Section 172 statement

The following disclosures describe how the directors have had
regard tg the matters set out in section 172(1a) to i) and forms
the directors’ statement required under section 414CZA of the
Companies Act 2008,

. Caplta plc
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Our people

Why they are important
They deliver our business stralegy: they suppart the arganisation o build a
values-based culture; and they deliver our pigducts and services ensurng
client satisiaction.

What matters to them

Flexitie working: learming and develapment opportunities leading 10
career progression: fai pay snd benefils as pieward for petformance; and
lwo-way communication and leegnack

How we engaged

People surveys

Regular all-emplovee communicaiions

Employee directer parlicipalion in Board discussions
Employae focus aroups and network gioups
Worlkforce engagemert art ramuneialion

Topics of engagement

- Proteclion of employees during Covid-19

- HR policies duying Covid-19

« Future ways of working as a resull of Govid-19
- Creating an inclusive worlplace

QOutcomes and actions

Issue of Canita-specific Covid-19 guidance and regutar updates, new and
temparary HR policies: increased provision and support for employee
wellpeing and lexible working: and simplfication of property portfotio and
office space

Risks to stakeholder relationship

< Qur abillty to recrui! due 1o the global economic bounceback

+ Our ability to retain people. impacting the giatity of service we can provide

« Qur ability to change our culture and practices in kne with our responsible
Qusiness agenda

Key metrics
Employee NPS and peoile stivvay completion level

Further details

Qur people section on pages 35 to 3¢
Respoensible business sectian on pages 42 fo 49
Direclors' remuneralion repoit pages Y6 fo 119

=

Why they are important

They are recipients of Capila's services: and Capita’s reputation depends on
delighting theim.

What matters to them

High-qualily service defivery; delrvary of ransiormation projects within aaread
timetrames; rapid 1esponse to suppor! pandemc planmneg: and iespo
ne sustainable business eredentials

How we engaged

Client meetmgs and sinveys

Regular meelings with government and annual review with Catimar Ol
Created a senior client partrier programme giving an experienced. siake
point of contact for ey cliers and cuslomers

.

Topics of engagement

- Remoie working on glient sorvices as o result of Covid-19
- Current serwce delivery

- Possible tultire services

+ Co-cregtion of client value pronositions

Cutcomes and actions

Feedback provided 10 business unils ta adovess any Issues raised; client vaiue
propositions team supporting divisions with co-crenlion ideas; and senior client
pariner piogramme underiaking client-focused grawlh sprints o build
understanding of chent issues and ideas (o help address them,

Risks to stakeholder relationship
+ Loss of business by nat providhing the setvices they want
- Damage o repuiatian by aal delivenng 10 thelr reguirements

Key metrics
Custamer NPS: specilic feedback on cifent engagemenis

Further details
Chiel Executive Gilic vigw on page 12
Clienlietations seclion on pace 48




Suppliers and partners

Why they are important

They share our values and help us deliver our purpose; maintain high
standards in our supply shain; and achieve social. economic and
environmental benefits aligned 10 the Soctal Vatue Act.

What matters to them

Payments made within agreed payment terms; clear and fair procurement
process; building fasting commergial relationships; and werking inclusively with
alltypes of business

How we engaged

- Supplier meelings throughout source 10 procure process
+ Regular reviews with suppliers

- Supplier questionnaires and risk assessments

Topics of engagement
+ Supplier payments
Sourcing raguirements
Supplier performance
Supplier Charter

Outcomes and actions

Allgnmenl of payments wilh agreed terms; supplier feedback on improvaments
o procurement process; improvement plans and inncvation opportunities; and
improved adherence lo sUpplier charier.

Risks to stakeholder relationship
+ Environmental issues

- Commitment 1o tackling net zero
+ Supply chain resllience

Key metrics

% of supplier payments within agieed terms: supplier refationship
management feedbaclk score: SME spend ailacation; and supnlier
diversity profile

Further details

Supplier engagement seclion on page 48
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Investors

Why they are important

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

What matters 10 them

Reporling on stralegic, operaticnal and ESG faclors: financial performance;
access to the Board and senier management: and regular communication

How we engaged

- Financial and other reports and trading updales

= Regular investor programme with Boara and feedhack throughot the year

+ Discugsions around AGM on resolulions and governance topics

- Dedicated investor relations confacts and email inbox

+ Regular Board reporis from investor relations funclion and external arlvisers

Topics of engagement
Transtormation progress

« Balance sheet and liquidity
Ongoing impact of Covid-19

- (overnance

Quicomes and actions
More frequent market conumunication; and ingreased jevel of engagement
with largest shareholders.
Risks to stakeholder relationship
- Changes to sulsourcing market, eg government policy
Delivery on stralegic and financiat chjectives
+ Key aspects of governance. eg remuneration

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

Further details
Shareholder engagement section on page 73
Principal decisions lable on page 73
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Why they are important

Capita is a provider ol Key services to government impacling a large proportion
of the population.

What matters to them

Soctal mobility, youth skills and jobrs: digital inclusion. diversity and inclusion,
climate change: business ethics and accreditations and benchmarking

How we engaged

» Memberships of non-governmenial organisations
+ Chasilable and community paringtships

« External accreditations and renchma
- Working wilh clients, suppliers aind the Cahinet Office

Topics of engagement

= Youth employmeni
Tackling digital inclusion

+ Workpiace inequalites
Climate change

Cutcomes and actions

Publlication of nat zerg plan; real fiving wage accreditation; youth and
employability programme; and commitments to tackle racism and enhance
ethnic diversity.

Risks to stakeholder relationship
- Lack of undersianding of the issues umportant 1o them

Insufficiant communication or mvolvement in shaping and influencing
stralegies and plans

Key metrics

Net zero by 2035: communily mvestment, workiorce diversity and eihinicity
data, including pay gaps

Further details

Cur people section on pages 35 w0 36

Responsible business section on pages 42 0 49
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Focusing on
what matters

Our five-year responsible business strategy ensures we
remain focused on addressing the issues where we can have
the biggest impact through our own operations and through
the products and services we provide 1o our clients,

In 2021, we continued to focus our responsible
business pricrities on the issues that mattered
most — our colleagues’ wellbeing, creating an
inclusive workplace, tackling economic
inequalities, fighting climate change, and
ensuring we continue to operate responsibly
throughout our business.

The fallout from the pandemic has led 1o a shift
in societal expectations and certain issues have
been particularly prominent. Even as the
pandemic slowed, people struggled to maintain
their mental wellbeing and had to adapt o new
ways of working in the longer term. Recognising
this, we created a new weflbeing framework
taking into account that remote and hybrid
working has become the norm and colleagues
needed support and guidance to adapt.
Regular communication has been crucial and
we greated new channels to increase
accessibility and visibility of our communication,
including a new colleague website to access
regularly updated Covid-19 information, and

set up new networks such as our Working
Together Apart community so colleagues can
stay connected.

e

Inequalities in society worsened for many During 2027, we st
groups and we no%:cma to focus on building a our ?Wﬁm tey rmani nes
diverse and inclusive workplace. We want to -

create an environment where diversity is valued zero by 2035.
and respected and all colleagues can bring

their whole selves to work. During 2021, we

shared our ethnicity pay gap data publicly for

the first time. We rolled out several education

and awareness schemes around race and

ethnicity for colleagues, including a mutual

mentoring programme designed to support

participants to better understand race-related

challenges, and thousands of colleagues

successtully completed our new anti-racism

training. We stepped up our commitment to

suppaort colieagues with & disability, and

achieved level 2 of the Disability Confident

scheme (employer) in addition to working with

external agencies to ensure that caresr

opportunities with Capita are made more visible

and accessible. We made progress on gender

diversity at the most senior levels and at the

date of this report four of our nine Executive

Committee members are women, including two

of our three divisional CEQs and our newly

appointad Chief General Counsel, and we will
prioritise gender halance issues across mid and
senior levels for 2022.

We continued t¢ support young people with
emplayability and skills through our charity
partnerships, Kickstart placements and two
early careers apprenticeship programmes, and
launched a pifot project ta provide real work
placement opportunities to prison leavers to
help bring positive changes to their lives,

COP26 highlighted to the world how critical the
need is for global climate action and we are
determined to play our part. During 2023, we
set out our pians to reach net zero by 2035 after
having our company-wide, short-term 1.5°C
carbon reduction targets verified by the Science
Based Target initiative (SBT3). Our three-
phased approach aims to reach operational net
Zerc by 2025; operational and business trave!
net zero by 2030; and full net zero by 2035 —
including our supply chain.
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Engaging with our colleagues

Crucial in any crisis is clear, concise T
communications. W= appointed a dedicated Delivering
communications lead to work closely with aur our strategy
pandemic planning -eam with the aim of themes
ensuring our colleagcues received accurate and
easily accessible guidance and information
refating 10 Covid-19 — focusing on their welfare
as a priority and reassuring them of the steps
that we were taking, We also launched a
dedicated colleague website which can be
accessed by all employees including anyone
who was furloughed.

Goals

Given the high levels of uncertainty that
emerged in 2020, it 1as never been more
important to metivate and engage our
colleagues — whether through campaigns such
as #ustsaythanks ad our Working Apart but
Together pledge, through visible leadership, or
by involving cur pea2le in shaping our future
walys of working. The Working Together Apart
Yammer Community has more than 8,300
members. We aiso ran our annuat people
survey which was completed by more than
30,000 colieagues globally. For more
information on the survey see page 35.

Areas of focus

United Nations’
Sustainable
Development
Goals

Building an inclusive workplace

At Capita, we are committed to creating an
environment where diversity is valued,
respected and included; and where we benefit
from afl colieagues sharing their different
perspectives and bringing their whole selves to
work. In this way, each person can do their part
to create better outcomes. We are committed to
goal not just because it helps us deliver

Supporting the

People
G Building a more
inctusive arganisation

- Ensuring our worklorce
reflects the diversity of the
communities we serve and is
inclusive

Prioritising our colleagues’
wellbeing

Engaging with our colleagues
Reimagining our workplaces
Building an inclusive
organisation

-
sy

o

B W

-~
@- =
-

Community

&
2

Diiving greater
social mabllity

Enabling better
digital access

Empowering 100,000 young

peaople in the cormmunities we
serve to progress intc the
world of work by 2023.
Equipping 16,000 people in
our communities with the
digital skills required for
foday’s world by 2023.

Tackiing youth unemployment
Promoting digital skills for ail

- Planet

Reducing our

footprint and supporting our
clients to do the same.

+ Tackling environmentat
challenges with clients

+ Improving our environmental
performance

* Adapting 1o climate change

environmental impact

+ Seeking to reduce our carbon

&

; Qperating

responsibly for our
stakeholders

- Seeking to integrate
environmental, social,
ethical and governance
considerations across our
business operations.

Client relations
Supplier engagement
Ethical business
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better for oyr clients ang end-users,
because we believe it the right thing to dgo.

During 2021, we Continued to bujlg o1 our
Previaus work tg Create & more inclusive
workplace for a4y OU peaple. Thig included:

. Oo:::cam {0 grow ang Support ayr Seven
glabal eMmplayes Network groups.

* Being a reg| ving wage eMployer.

of differant gender identitiog

. rm::ozzm a new .mm:mmam_f curious’
brogramme, where employees can agk

Sensitive Questions in g Safe space ang have

them answerad by g Colleague with the
felevant livag EXperiance.

. Dm?m%m Capita’s firgt Group entry Jeve)

to work with €ach of oyr SMployes netwark
aroups on Specific resuitg relevant ig their
area of focys,

. Cnam@.zm and Publicty sharing Capita’s
q_,<ma=< and inclusion policy.

We also delivered 5 Programme of sacially
responsible fesourcing that has-

* Created g Sm}mﬂ-kmmqsm real fiving wage
Kickstart Programme - 55 young peaple
benefited in 2021,

* Devefoped 5 Suite of wmmo:_.nm Materials
{videos ang esson Dlans) to Suppaort
a_.mmaéam@mq students to pa able 1o access
Smployment for Teach Firsy,

* Launcheg Droject Compass to Provide rag)
WOrk placement Opportunities to rison
leavers — with a pilot i 2021 ryn in
a880¢Ciation with Prajact Remake,

. Um<m_ouma the first ever WOTK experience
Programme tor pupils Pemmanently excluded

from schoot in collabaration with Making
The Leap.

Our focus on racial a_.qmwm&

In 2021 we continued our strong foeus on
Supporting our facially diverse oou__mmmcmm_ arnct
Particularly oyr Black colleagues, This is in | ine
With the thrae Commitments we developed in
2020, which are to;

i Ensure an Inclugive Cultiire with zero
tolerance of racism.

2. Hawea Sustainable representation of ethme

diversity, which reflects the Communities we
Operate in, at gji leveis of the Workplace.

' Capita pic Strategic
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report

Employee gender diversity at
31 December 2021

3. Educate about ang réise awareness

of racism in the Workplace thg ugh the
Power of aur networks,

Key activities in 2024 includeg;

Su_,oaco_.:m a Zero-tolerance Procedure ang
SuLporting poticy related 1o anti-racism ang
msﬁ_.a_moaswsmzo:.

Mora than 31,300 Colleagues Completed aur
tailored, in-house anti-racism training,

Mere than 250 people participated in our
bespoke mutual Mentoring Programme,
tannecting sanior leaders with colleagues
from a racially diverge cmoxmacsa_ where they
Tollow 5 10-month Programme 1o develop hetiar
understang ing of race-ralateg Challenges.

More than 130 Colleagues expanded thejr

.

pProgramme amed at c:EooxE@ leadersh; o]
Opportunities for racially diverge Colleagues
in the UK,

Signing Uptothe 10,000 Black Intarns
Programme, with our first cohart joining us
in 2022,

wuoamo::@ Black Tech Fest.

Sharing our ethnicity Pay gap datz for the
first time.

Oo::::im 10 work with oyr Black Liveg
Matter advisory 8roup, to detiver g
Prograrmme of action 1 graate amore
Squitable ang Nclusive Workplace for gy
Black employeeg.



Responsible husiness
contmedd

Community investment

c.£0.9m

2020 C2

Supporting our colleagues with a disability
In 2021, we were proud to achieve Disability
Confident Employer status for the whole Capita
Group. In 2022, we aim to raise this status to
being a Disability Confident Leader, by
increasing our focus on how we support
coilleagues with a disability. Examples of work
in 2021 and early 2022, inciuded:

Working with JobCentre Plus, Vercida and
Evenbreak to ensure that career opportunities
with Capila are visible and accessible.

implementing a reasonable adiustment
passport with a guidance document to
simplify the process for disabled colleagues
to requiest, secure and maintain adjustments.

Reviewing key policies and procedures to
provide better support and clarity for
individuals with a disability.

Working with our Capita ability emgployee
network (CAN) to analyse our peopie survey
variances based on whether colleagues
identify as having a disability.

-

Turning the dial on gender

Throughout 2021, we continued to focus on
how we can address our gender pay gap and,
particularly, increase the representation of
women in senior rofes. This is a challenging
area for Capita, and we expect it will continue
to be a priority area for us in 2022 and bayond.
We are particularly pleased that four of our nine
Executive Committee members are women at
the date of this report, including two of our three
divis'onal CEOs and our newly appointed Chief
General Counsel, but we know we have more
work to do across our ieadership levels.

Exarpies of activities delivered in 2021 and
early 2022 include:

Extending our requirement for women on
senior shortlists.

Accelerating female development through our
mentoring and high-potential scheme, including
focused external mentering programmes.

Increasing our options for flexible wark in
ordar to make more leadership roles accessible
to women with caring responsibilities.

Driving greater inclusivity throughout the
hiring process by introducing a ‘licence te hire’
inclusive hiring training programme for all
recruiting managers, as well as using a

digial behaviours-based assessment thai
removes bias from the early stages of
candidate screening.

,. Caplta plc
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- Mapping our career path framework across
the full organisation in order to identify and
share career path opportunities for our people,
and also identify gender ratios at comparable
job levels across the organisatior:.

+ Working with our gender empioyee natwork
group to analyse 2021 survey results and
develop a targeted action plan for 2022.

Tackling ecenomic inequalities

The Covig-19 pandemic highlighted the
importance of providing continuing support t©
our local communities. Research has shown
that it is the already disadvantaged who have
bome the brunt of the consequences of the
crisis, from significant educational disruption
through t¢ the highest levais of job insecurity,
furlough and unemployment. Throughout 2021,
we maintained our focus on equipping young
people with the skills they need for the
workplace and enhancing social mobility and
we invested more than £910,000 in charitable
causes, particularly in our iocal communities,
through charitable donations, volunteering,
gifts-in-kind and employee fundraising.

We continued to support our corporate charity
partners, Teach First and Young Enterprise, as
they adapted their programmes to provide
online support to young people improving their
employability skills. In support of Young
Enterprise, we sponsored the Young Monay

Challenge which challenged young people,
aged 4 to 19, to think about responsible
consumerism and how their spending choices
can impact the planet. We also sponscred

the UK Social Mobitity Awards for the fifth
year running.

Enhancing our response 10 the issue of youth
skills and employment, our youth employability
programme continued apace, working with The
Youth Group charity to suppert young people in
education and as they enter the workplace.

The programme will build on the success of
our charitable partnerships and fully embraces
the UK Government’s Kickstart programme
providing 16 to 24-year-olds with a six-month
work placement which could lead to
permanent positions.

Since October 2020 we have worked closely
with the UK Depariment for Work and Pensions
(WP} and The Youth Group to deliver a highly
commended Kickstart programme for Capita.
In 2021, we offered 56 placements with most
being deliverad virtually. A diverse group of
young pecple started their placements and we
are pleased that many have been retained by
the business or gone into full time education.
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Climate change is one of the
defining issues of our time
and it has never been more
important for businesses

to commit to significantly
reducing emissions.

In addition o Kickstart, 2021 saw the launch of
two early careers apprenticeship programmes.
The first welcomed 30 apprentices studying
towards a degree apprenticeship in Digitat and
Technology Solutions offering rotations across
our business units including placements within
Cloud, Artificia} intelligence, Data and People
& Transformation.

The second was a pilot programme within our
FPensions Solutions business supporting 15
indivicuals into the business as Apprentice
Pensions Administrators working with our
strategic partner Cornde! to deliver a business
fundamentals apprenticeship specifically
tailored far those new to the professional
working world.

Digital inclusion

We worked in 2021 with Good Things
Foundation, the digital inciusion charity, to
inspire senior leaders in England to set
armbitious strategies (© tackle digital inequality.
The Covid-19 pandemic has highlighted the
need for greater digital inclusion across the
country — 1c ensure people from all
backgrounds, including the disadvantaged,
have both access to devices and the skills
necessary to use them.

Our partnership engaged with several
combined authorities in England to help them
develop their approaches to digital inclusion.
1t fed to the ¢reation of a roadmap providing
practical ideas for digital inclusion strategies
aimed at tackling digital inequality. We also
grant-funded a number of community pariners
who helped more than 570 individuals to learn
digitai skills as well as input into the roadmap.

' Capltaplc
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Research shows 20% of adults over 65 in the
UK are digitally exciuded; and, while this is an
improvemnent on 2020's 29%, i still left many in
lonelingss and lacking support networks at a
time when so much of people’s lives has had to
be lived online. Capita colieagues volunteered
their time during the year to take partin
Business in the Community’s ClickSilver
Connections scheme which provides mentors
io help older and vulnerable pecple to connect
with friends and family, source essential items,
find information and gain digital confidence.

Fighting climate change and improving
biodiversity

As was clear during the COP26 conference,
climate change is one of the defining issues of
our time and it has never been more important
for businesses to commit to significantly
reducing emissions and avoid the worst
consequences of global warming.

During 2021, having achieved verification by the
SBTi of our company-wide shart-term 1.5°C
carbon reduction targets, we set out our pians
to reach net zero carbon by 2035. This is one of
the top priorities for Capita’s Board and we will
be linking net zero commitments to executive
pay from 2022. We aré pleased with our
progress to date on this issue and by our
achievement of a score of A- in our CDP
disclosure for environmental performance.

With 52,000 colleagues across the globe,
Capita is acutely aware of its own internal
responsibilities when it comes to taking a lead
on issues of sustainability. We launched our 'do
one thing' campaign n the rur-up to COP26 to

better inform and engage colleagues on the
ways they can support achieving net zerc by
changing their own behaviour.

We also continue to focus on delivering
solutions to support sustainability through cur
work with clients. Through cur Smart Data
Communications Company (DCC), we continue
fo drive a low-carbon economy by building and
implementing & new secure data network to
connect smart meters 1o the systems of energy
suppliers and network operators, which is
orojected to save 45m tonnes of carbon by
2034 in Britain alone. By the end of 2021, we
had conngcted over 17 million smart meters to
our network, saving around 500,000 tonnes
CO. equivalent (tCO.e) per annum, paving the
way for better use of energy. At Capita, we also
launched ihe expanded ULEZ with T, making
the zone 18 times larger than previously — a
huge step forward for clean air in the UK
capital, and benefiting far more people in the
city by reducing congestion and air poliution;
92% of vehicles entering the capital are now
compiying with the minimum emission
standards.

COP26 also highlighted the impartance of
protecting and enhancing nature, as weli as
the climate; biodiversity being intrinsicatly finked
10 reducing carbon emissions. Capita has
embarked on several projects to protect nature
in the UK and Braziian Amazon. Smart DCC,
which has been carbon neutral since 2020,
offsets ail emissions it cannot reduce using a
Carbon Trust certified scheme. For each tCO,e
offset, one tree is planted in the UK and an
additional tCO,e is offset to guarantee the
emission reductions through the Reduced
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Emissions from Deforestation and Degradation
project within the Verified Carbon Standard
framework that is located in the Brazilian
Amazon. In the UK, the trees are typically
planted across school grounds, parks, farms,
woodlands and other biodiversity sites,
providing wildlife habitats and often hringing
educational and community benefits.

As part of our contract with the DWP to deliver
the JETS programme in Scotland, which
launched at the start of 2021, we have
supported over 4,000 job seekers, who had
become unemployed due 10 the Covid-18
pandemic, into new roles in sectors such as
hospitality, retail, care and construction and
planted & tree for every parson we placed in
sustainable employment. The trees will be
planted through Revere, an innovative nature
restoration finance organisation, across the
Cairngorms, Loch Lomond and Trossachs
national parks.

In February 2021, we set verified company-
wide science-based 1.5°C carbon reduction
1argets, which are to reduce absolute Scope 1,
2 and 3 (business travel) greenhouse gas
(GHG) emissions by 469% by 2030 from a 2019
baseline, and to ensure that 50% of our

Milestone 1
Operational net zero

Operationa! (Scope 1& 2)

U Milestone ;s
Qperational +travel net zera

Operational (Scope 1 & 2}
oo emissions

suppliers by spend, covering purchased goods
and services and capital goods, will have
sgience-based targets by 2025. Prograss
against our targets will be monitored annually.

Net zero plan

Underpinned by our science-based targets,
2021 saw us set out an ambitious and far-
reaching roadmap to take us 10 net zero by
2035. These are challenging targets which we
are committed to at every level of our
organisation. Our three-phased approach aims
to reach gperational net zero by 2025;
operational and business travel net zero by
2030; and full net zerc by 2035 — including our
supply chain. We will submit our 2035 net zero
target 1o SBTi for verification in May 2022, 1o
ensure our target methodology is in ling with the
highest standards.

Annual GHG emissions

Foliowing the onset of the pandemic, we

signif cantly reduced business trave! and, even
as lockdowns have eased, travel bounceback
has been mitigated Dy our new, virtual first ways
of working. Qur electricity emissions have also
reduced, toth through efficiency anc reduction
in property portfolic. However, due to the
pandemic, we have had 10 increase fresh air

‘Miestone 3:
Fill netzero

Operational {Scope 1 & 2)
+ business travel
ot emissions
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Annual GHG emissions

‘Strategic
report

2021 2020 2019
Scope 1 (tCOe) 15,021* 18,980" 18,961"
Scope 2 (1COse) (location-based) 24,088* 28.358° 41,854
Scope 2 (1CO-e) (market-hased) 10.,328* 23 526* 27.651°
Scape 3 (IC0,e) 4,500° 7.881" 30.825"
Total gross tonnes of CO.e (location-hased) 43,608 55,219 91,577
Total gross fonnes of COe imarkei-based) 29,848 50,386 77434

Table of progress against targets

Progress against SBTi verified 1,5°C science-based 202i 2021 2030
GHG reduction targets target actual target
Scope 1 (TCO-e) 17,368 15,021 10,201
Scope 2 (TCO,e) (market-hased) 25,328 10,328 14,876
Scope 3 (business travel) 2B.161 4,500 16.540
Scope 3% suppliers by spend with science-based
targets verified by SBTi 29% 39% 35%
Other metrics 2021 2020 2008
100% renewable power progress (as % of total power) 80% 58% B3%
Transition to low emission vehicles:

Diesel 62% 7% 39%

Hybrid electric 3:2% 19% 1%

Pure electric 5% %o 0%
Average CO.e Gfig/lan 98g/kim% 108gfkm

Fleet vehicle energy source

Notes:

Total grass ionnes of CO»e/fim revenue llocaion-hased) N 2021 and 2620 has been cacuiated usimg slaiutony reve e 1n 204€

apjustad revande has been ussd

Scope 1: Emissions frem Capita souices that are contiolled by us, including the combustion of fuel company-owned vahicles and tive

aperatian of our fa.

Scope 2: Emissions from the consumption of purchased electricity, heat or steam.

Scope 3: Emissions fram non-ownad sources telated 1o Capita's activities, Including business traval and
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circulation in our buildings, many of which have
remained open to service our client obligations
throughout this period. This hag significantly
increased the amount of heat required to
maintain a comfortable temperature, hence cur
Scope 1 emissions have not decreased in line
with the other Scopes.

In 2021, we also published cur second
disclosure statement against the
recommendations of the Financial Stability
Board's Task Force on Climate-related
Financial Disclosure (TCFD) (see page 50).

Following our carmitment to be net zera by
2035, the challenges that will be most difficult
to address are decarbonisation of our heating
systems and collecting, monitoring and
managing the reduction of emissions from our
nearly 21,000 suppliers. We are already making
progress on the switch to renewable power,
transition to low emission vehicles, and
reducing business travel emissions (where

we are ahead of target).

Methodology

We measure our environmental performance
by reporting our carbon footprint annuaily in
terms of tornes CO, equivaient (tCO,g), an
absolute measure, and tonnes GO, equivalent
per £1m revenue and per person (intensity
measures}. The data relates o Capita’s owned
and leased facilities under its operational
confrol across all geographies. We report
separately on our direct emissions from

Capita-controlled and owned saurces {Scope
1), indirect emissions from consumption of
electricity, eat or steam (Scope 2), and
emissions from third parties (Scope 3). This
énsures our compliance with Part 7 of The
Companies Act 2006 {Strategic Report and
Director’s Report) Regulations 2013 which
requires certain disclosures in respect of GHG
emissions (the Strategic Report GHG Emission
disclosures). We engaged an external agency.
Corporate Citizenship, to provide independent
lmited assurance over the selected GHG
emissions data (highlighted in the table on page
47 with & *) using the assurance standards
ISAE 3G00 and 3410. Corporale Citizenship has
issued an ungualified opinion over the selected
data; its full assurance statement is available at
www.capita.com/iresponsible-business/
resources-and-repaorts.

Our disclosures cover sources of our GHG
erissions from our operations in UK, Ireland,
Central Europe {Poland, Germany,
Switzerland), india and South Africa. Capita
converts the consumption data into a carbon
footprint with consideration for the World
Business Councit for Sustainable Development
and World Resources hstitute's Greenhouse
Gas Protocol, together with the latest emissions
faciors from the UK Department for
Environment, Food and Rural Affairs,
Association of Issuing Bodies and International
Energy Agency.

Capita pic

Annuzl Report 2021

Operating responsibly

Ve have maintained our focus on operating
responsibly throughout our business with the
aim of helping our clients to respond to the
Covid-19 pandemic and deal with wider
societal challenges.

Client relations

We actively seek the views of our clients
through an annual customer net promoter score
(NPS) survey. in the survey we ask far
feedback on our current performance and
aglvice on areas that they would like us to focus
on in future. We feed this information back to
our teams who then take the time to understand
any root causes of issues raised anc set
actions which are monitored via our customer
retationship management platiorm, Salesforce.

In 2021, we received feedback from more than
950 individuals across 663 clients. This enabled
us 1o achieve a 56% response rate (up from
53% in 2020) and the results give Capita a
cNPS score of +29 for 2021.

Although the 2021 cNPS score is three points
tower than 2020, the number of detractors has
decreased by 19 to 126. The overall cNPS
score decrease was due to a larger volume of
passive responses (405 in 2020 compared with
431 in 2021). +29 is still a large improvement an
our 2018 and 2018 scores and itis a 13-paint
positive swing since we bagan reporting.

Supplier engagement

Around 92% of our total supply chain are small
and medium-sized enterprises (SMEs),
including sale traders and micro-businesses.
We continued to recognise the impact that the
pandemic has had on many of these suppliers,

Strateglic
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with varying dernand for products and services
often severely affecting their cash flow.
Conseguently, we have paid them in line with
our payment terms, which are stricter than the
UK Gavernment's Prompt Payment Code. In
2021, we paid 95% of our sole traders, micro-
organisations and SME suppliers within our
agreed payment tarms.

We spent more than £2bn in 2021 with nearly
21,000 direct suppiiers in 82 countries. We
value the business relationships we have
with our suppliers and seek to build lasting
relationships, treating our suppliers and
partners fairly and paying promptly. We want
to work with suppliers who share cur values
and support us in delivering our purpose.

Our aim is to encourage and work with
suppliers in order to achieve the highest
standards within our supply chain. We are
committed to working with our supply-base
to ensure that together we can achieve wider
sccial, economic and environmental benefits.

Our supphier charter, which is avaiable on our
website, remains at the core of strengthening
our camimitments to support mare SMEs,
increasing the diversity of our supply chain,
promoeting supply chain resilience and
encotraging ambitious carbon reduction
targets. All new and renewing suppliers are
expected to comply with this charter,

We are signatories to the Prompt Payment
Code, reporting our payment practices and
performance 1o the government every six
ronths; 98% of our suppliers were paid within
60 days or less.
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Employees on the Board

Listening to and invalving our colleagues is key
to living our purpose and values at Capita, as
weil as fostering an engaged and inclusive
workplace. Qur two employee non-executive
directors will complete their term in {he summer

of 2022 and in 2021 a process 1o recruit opened.

Employee voices are more importarnt than ever
and we want to ensure that we bring even more
diverse and innovative thinking to our senior
leadership, this time at executive level. We
intend o set up a new ieadership council that
will brainstorm solutions and challenge our
strategies and organisational issues, providing
advice and recommendations to the Executive
Committee from an employee perspective.
Eight employees will join the leadership

councit in 2022 and will be paired with an
Executive Committee member (on a six-rnonth
rotating basis) to receive one-to-one mentoring,
and have a chance to input into the strategy

of the business.

Targeting bribery and corruption

We do not tolerate bribery or corruption. Qur
anti-bribery and corruption policy applies to all
Capita businesses, employees and suppliers.
The Risk & Compliance team monitors
compliance, with a view to ensuring alf parts of
the business are aware of their responsibilities
in terms of charitable conations, sponsorships,
facilitation payments, gifts and hospitality. Al
employees must complete financial crime
training annually.

Upholding human rights

We aspire to conduct business in a way that
values and respects the human rights of all our
stakeholders. Our human rights policy details
our commitments to upholding the principles of
human rights, as set out in the UN declaration
of human rights and the Internationat Labour
Organization core labour principles. We comply
with all reevant legislation, including the UK
Modern Slavery Act and our compliance
statement can be found on cur website. We
autline expectations and compliance to the
standards we set out for suppliers, working with
them fo ensure they operate in accordance with
this policy, upholding the principles of human
rights in their operations and supply chains.

Protecting privacy

Our clients and our colleagues expect us 1o
keep their data safe and secure, and to respect
their privacy. We take this responsibility very
seriously. with a view 10 ensuring we only
process personal data in line with ali appficabie
faws, including how we collect, store. use,
retain, transfer and delete personal data.

Qur privacy policy details how we expect
everyone to lake responsibility for privacy,
including the protection of data, applying our
privacy standards, procedures and guidance in
their areas of the business. These requirements
include maintaining information asset registers,
following & comprehensive incident
management process, completing privacy

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

Environmental

Non-financial information statement

Policies and standards which govern
our approach

Health, safety and environmental policy

m¢m.mumn
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This section of the report constitutes Capita's non-financial information statement, preduced to comply
with sections 414CA and 414CB of the Companies Act 2006. The table below, and information it refers 1o,
is intended 10 help stakeholders understand our pasition on key non-financial matters. This builds on
reporting that we do under the following framewarks; CDP, Dow Jones Sustainability Index and the
EcoVadis CSR Assessment,

Where is this referenced in this report?

Responsibie business: fighting climate

Health, safety and environmental
policy (E)

Diversity and inclusion policy (E)
Employee handbook (1)

matters (E) change and improving biodiversity
pages 46 1o 47
Employees + Code of conduct (E) = Our people section pages 35 to 39

Respaonsibla business: building an
inclusive warkplace pages 43 to 45
Diversity data page 44

Human rights

Human rights policy (E}

Supplier charter (E)

Modern slavery statement (E}
Information and cyber security policy (E)
Privacy policy (E}

Employment screening policy (1)
Procurement palicy (E}

Responsibie business: aperating
respansibly — supplier engagement
page 48

Responsible business: operating
responsibly — upholding human rights
page 4%

Sociai matters

Community and charity policy (E)
Community and charity standard {I)
Volunteering FAQ (1)

Maiched funding FAQ {})
Fundraising FAQ (1)

Responsible business: digital inclusion
page 46

Respaonsible business: youth
employability page 37

Anti-corruption
and anti-bribery

.

Code of Conduct: Anti-bribery and
corzuption pelicy (E)
Financial grime palicy (E)

Responsible business: largeting bribery
and corruption page 49

Due diligence
and outcome

Risk management framework
Annual internal audit plan

Risk register

Audit and Risk Committee report

Risk management frarmewaork pages
531055

Audit and Risk Committee report pages
861095

Business model

Business model pages 6 and 7

Non-financlal KPIS

Nen-financial KPls page 1
Respensible business

| = Group policies. guidance and standards published e naily; E — Group polictes, statement and reports jpublisied extarmally



Task Force on
Climate-related

g Financial Disclosures

TCFD statement of compliance

Capita has made disclosures consistent with
the TCFD reccmmendations in accordance with
the FCA Policy Statement 20/17 and listing rule
LR 8.8.6R(8). Core information to respond to
each of them is reported on the following
pages. Additional detail can be found an our
website. Below is a sumnary of the TCFD
recommendations not fully disclosed against in
this report and any plans to achieve full
disclosure in the future.

Strategy — physical risk impact: based on our
initial climate risk assessments, in the near
term, transition risks were deemed to be more
material to the business than physical risks. As
such, in 2021 we prioritised analysis of
fransition risks and in 2022 we will be
undertaking a review 10 quantitatively identify
and assess physical risks that are relevant to
our business and global operations.

Strategy — climate scenario analysis: in
2021, Capita conducted a qualitative
assessment to rank and prioritise identified
fransition risks and opportunities. In 2022, we
will continue climate scenario analysis 1o
guantify the potential financial impact of our
priority risks and opportunities. This will inform
Capita's understanding of the resilience of its
business strategy under different imeframes
and forward-looking scenarios, including a
well-below 2°C scenario.

Metrics — climate metrics & targets:
Following the publication of cross-industry,
climate-related metrics and target categories
from the TCFD in 2021, and through the
development of cur climate risk assessment,
we intend to monitor and report additional
metrics and targets. In the near term we are
also looking 0 develop categorisation of our
services that are fow carbon-aligned, in order
to track revenue coming from these climate-
related opportunities.

. wﬁqm»n@ ic’
report
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TCFD Disciogure

Board responsibility for elimate-reiated risks and opportunilies:

Capita's Board Is responsible for promoting long-term sustainable success, generaung value for
sharenolders and contributing 1o wider society. This includes its role In ensuring climate-related
issues are appropriately considered when setling business strategy. deploying capilal, agreeing
remuneration metrics, and setting corperate palicy. To achieve these responsi es, the Board
is assisied by three committees:

The Audit and Risk Committes (ARC) assists In managing risk systems, including managing climate
change as a principal risk.

The Remuneration Committee is responsible tor sething policies for executive pay and incentives
and approving changes 1o existing ramuneration plans. 'n 2021, the committee announced thal
executive remuneration will become finked ta the achievernent of Capiia's climate targets during
2022.

The Execufive Committee responsible bisiness cornmitlee has senior Jeve! oversight of ¢limate-
related issues and is chaired by our CEO.

I 2021, the Board signed off Capita’s net zero 2035 target and the escatation of climate change
as a principai rsk as per the recommendations of Capita’s execulive risk committee.

Management’s responsibility tor climate-related risks and opportunities:

Climate-related responsibilities are assigned o specific management-lave! positions that
coordinate activity acrass and within gach business division.

Capita's Chief Executive Officer: overall responsibility for climate-related risks & opportunities
and for ensuring that climaie issues are appropriately considered at Board level.

Divisional Heads of Responsible Business: deliver on Capita's sustainability initiatves and
commitmeants, inciuding those relaling to climate change.

Divisional Heads of Risk: adapt Group-wide risk policies and identify climale-related risks to align
with their business divisions and operating context, which feedback to Group level.

Group Head of Envirohment: ownership of the climate change principa! risk and manraging
development of Capita's net zero strategy. Wortks closely with the Group Risk and Complianca
functions, particularly around the climate change principai risk.

In 2021, Capita conducted a ciimate scenaric analysis to identify and assess climate risks and
opportunities aver forward-looking ciimate scenarias. Climate risks and opporivnities are
assessed across short-term {010 3 years), madium-term (4 10 9 years), and long-term (10+
years) time horizons to reflect the fonger-term impacts from climate change. Capita has used
the hypothatical climate scenarios developed by Network for Greening the Financial System
(NGFS). These include three scenario categories: orderly transition (lor early ambitiots action;,
oisorderly transition (for when action is late and sudden), and hot house world (for limited
action resulting in significant warming). The climate scenario analysis is expected to be

compiteted in 2022 and consists of twp key phases:

Planned actions
in 2022

Governance

- Link executive
remuneration to
the achievement
of climate targets

« CEQiochair
responsible
busingss
cammitlee
from 2022

- Initiate quantitative
climate scenario
analysis 1o assess
the financial
impacts of key
climate nsks &
opportunities




Task Force on Climate-related
Financial Disclosures {TCFD)
contintied

Planned actions

TCFD Disclosure In 2022

Strategy continued
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TCFD Disclosure

Strategy continued

Planned actions
in 2022

Phase 1 {completed In 2021): qualitative risk & opportunity assessment - Develop oversight

. ) ' R . ) . of climate-related
+ Gap analysis against TSFD recommendations to identity actions 1o achieve full disclosure, and a aere

peer review of sector cfimate-related disclosures. Mwﬂﬂhﬂmmzmm o¥
- Internatl stakeholder engagement {0 examineg potential operational impacts from climate low-garben aligned
change. Teams engaged included Procurement, Business Growth & Continuity, Risk products and
Management, Responsiale Business and Financial planning. Each team has identified retevant services
climate related risks and cpportunities for thelr function. + Review plans to
+ Quatitative assessment of risks and opportunities across relevant geographies, time harizons install renewable
and climate scenarios based on sgores for vulnerabifily, likelihood and magnitude assessment generation
criteria (results can be found on Gapita's website). This enables the prioritisation of climate impacts capacily at
for further analysis in phase 2. global sites
Phase 2 (to be initiated in 2022}: quantify financlal mpact from the most materlal climate  * Gain SBTi
risks and opportunities and integrate into financial planning and business strategy ”&_am:o: aﬂ
ng-ten
+ Quantitative climate scenario analysis will segk 1o calculate the ¢limate adjusted financial value quw ﬁmqm_mwm

associated with some of the most matetial risks and opportunities. The results will be shared with
risk management and financial planning teams to further integrate climate considerations into
Capita’s business strategy.

Physical risk assessment will be undertaxen for critical sites across Capita's porticlio. This
includes a forward-looking assessment of relative exposure to water stress, heat stress. sea feveal
rise, wildiires, flopds and hurricanes & typhoons over a high global warming scenario (IPCC RCP
8.5 GHG emissions scenario). The resulls will inform property porticlio management decisions.

Priority transition risks and opportunities

Technology: technoiogical
limitations, costs. and
complexities associated with
phasing ouf fossi fuels from
Capita's operations

Business cost and feasibility
of procuring and generating
ipw-carbon energy through
new energy sources for a
geographically diverse asset
portialio.

Energy source: Capita
afready procures renewable
electricity at alt controtled UK
sites with intent o extend
giobally and at landlord-
conirolled sites where
pessible. Further oppaortunity
to. undertake assessment of
specific aptions for heating
and onsite renewabdles
ACress sites.

Reputational: risk of failing
to deliver against science-
based nel zero target, due to
supply chain emissions

Partial dependency on
supplier decarbonisation and
target setting. Could result in
higher exposure 10
climate-related penalties and
faxes.

Resilience: Capita
encourages suppliers o
measure and set targets for
their emissions. as a resuit of
enhanced due diligence on
carbon performance in
supplier seleclion criteria.

Climate-related opportunities:

Caplta provides solutions that enable GHG emission reductions and sees this as an important
growth cpportunity as clients seek ways tc decarbonise. In 2021, we supported the UK

Government 1o deliver London's ULEZ helping m

Ise transport emissions. Additionally, gur

Smart BPCC business enables data-driven analysis of energy consumption, ptedicted to save

Although the ¢limate scenario analysis will continue in 2022, the three slimate transition
impacts currently of highect strategic importance to the business are identitied beiow.

Transition category

Potential impacis

Capita response

Markets: shifting cusiomer
demand for low carbon
aligned goods, services,
and suppiiers

New. growing markets
related to Capita’s
low-carbon refated goods
and services.

Products & services:
Capita must build its
strategic focus on growing of
its service offering of
consuiting and technical low
carben solutions across both
Public Service and
Experience divisions.

Increasingly stringem carbon
performance requirements
from customers,

Resilience: Capita’s net
zero target and transition
pian vl grive
decarsonisation across
out value chain.

45m tonnes of carbon by 2034 in the UK alone. We provide consuiting services to support clients
decarbonising their buildings, and in 2021 we worked with over 50 councils to provide resilience
services to under pressure planning teams, to increase delivery of major deveiopmenis such as
large windfarm schemes and low-ghergy housing. Additionally, Capita’s climate transition plan to
achieve net zero oiters numerous opportunities to streamline business-wide efficlencies, reduce
emissions and operating costs, and support our customers' net zers commitments as a supplier.
Climate transition plan:

Capita is committed to achieving net zero by 2035, & targe! we will be validating with the SBTi
during 2022. Further datails on our climate transiticn plan can be tound on our ¢limate change
hub webpage. Key climate initiatives underway 1o reduce our emissions iootprint ihciude:

Streamlining Capita's global property portfolio to reduce building-related emissions.
Maintaining our energy efficiency programme, which identifies energy anomalies and enables
gata-driven efficiency improvements across Capita's property portiolio.

Procuring renewable eleclricity across all Capila’s controlled UK sites, with intent lo extend
coverage o 100% of tenanted buildings occupied where possible.

Transitioning vehictes to EV or hybrid, with 33% of lleet transitioned 10 date.

Prometing hybrid and virtual working to reduce commuting and business travel emissions.
Increasing the praportion of supply chain spend on suppliers with science-based GHG
raduction targets.
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Planned actions

TCFD Distlosure 2022

Risk management

Climate change is fully integrated into our risk management systetm and in early 2021, wasg
escalaled o @ Group-wide pringipal risk. As a principal risk, climate change is given (he highest
leve! of governance 1o ensure a quarterly raview by the ARG ang Board, ang ownershin is

= Gommence g deep
dive into divisiona)
fisk scorecards

assigned 1o the Group Head of Environment * Develap pracess

Risk identification & assessment process: of understanding
. . ' L . , . . physical ang

Since estabhishing climate change as a Principal risk, Capita helg Several internal interviews to transition risks,

understand how risks ang Cppartunities manitest for Capita's different divigions apd functions.
Alanglist of rigks ang opportunities was developed and cross-referenced againgt a peer raview
and TCFD resources, and was quaiitatively analysed in 2021. In 2022, this lenglist will ba
Quaniitatively analysed, andg subsequently dec be made a-ound whether to accep!,
transfer, mitigate or coniral these more granuar climate-relateg risks, using Gapita's Group-wide
risk management framewark,

olitputs will suppon
risk pricritisation
and assessmen?
process

In Capita’s Group-wide risk assessment process, ONQoiNg and emerging risks are continyally
monitored actoss emerging legal, heaith, safety and environmental regulations (such as the Uk
Government's PPN 06/21), using Watermang and an onling compliznee toa!. 1dentitied risks are
added to Capita’s rigk register and escalated o the Executive Committee it Aeeded. Eagh
identitied rigk is evaluated against gix impact catagories: tinance, paople, legal & ragylatory,
technislogy, customer, ang strategy. Whichever impact has the highest score will determine the
rsk's overali rigk scare, which is then pitched against four levels ot likelihood,

Capita’s risk evaiuations are governed by three key layers of risk committee: ARG, executive risk
commitiee, and divislonal nsk committea. Once Group-wide risks are added to Capita's risk
register, the register ig devatved to Public Service ang Experience 1o identify, evajuate and clarify
climate-related risks based on their specific function ang operating context. Resources are
assigned to immiement risk management plans by ihe execulive risk commitieg, Bivisional
assessmenls are ted back to the Group level,

As with g1l Group-wide risks, the climate change ptincipal rigk scoring process identifies key
controls and mitigating actions to reduce risk from inherent to residual level. Further risk
reduetion actions are taken 1o bring residual risk down tg the Hsk appetite level set by the Board.
Current climate rigk controls include adopting a science-based emission reduction targei:
manitaring supply chain emissions; climate faciorg integrated inta due diligence when
onbaarding new suppliers; business continuity planning to ensure climate resiliense; 5 travel
policy to reduce inter-office travel and ONGoing monitaring of healit. salety ang environment

legistatian. These sontrols and theiy effectiveness are reviewed regularly.
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Planned actions
2022

TCFD Disclosure

Metrics and targets

Climate-refateq metrics:

The business is committed tg develaping cross-industry, SHimale-related metrics in accordance
with the 2021 TCFD Implementation guidance update,

+ Becure SBTY
validation ol our
net zero lang-term

SBT

* Scopes -3 emissions: we measyre and disclose our operational {Scope 1 and 2) and business + Engage mare

travel (Scope 3) GHG emi NS annually within this annua epott {page ¥8) and our ful value chain sUPPIErS 1o
via GOP's slimate questionnaire, in aceordance with the GHG Protocaol's methodology. achieve gur

- Exposure 10 climate-related risks: in 2022, it is expected that the resulls of the glimate scenatio SUpplier

analysis will Inform the amaunt of potential financial EXDOSUIE 10 material climate impacts.

Revenue from climate refated opportunities: i 2022, Capita will initiate the categorisation of
services that a:mo_:sn%mo:z enable GHG emission reductions through customer implementatian.
Once definad, Systems will be adjusted to track low carbon-relates revenues, {Scope 1 & 2
Capital deployment on Management of climate rigks and opporunities: Capita has emissions
established a climate transition plan o achieve nelzern, and the rosis of achieving this target in * Inttoduce
alignment with the SBTi are being assessed in 2002, slimate rolated
Proportion of executive remineration assigned to climate considerations: Capita has exatuiive
committed 1o Incorporate performance against its climate targets in femuneratian policy in 2022, remuneration

metyic

engagement
larget. as weall as
reduce aperatianal

Other climate-related indicators monitored:

Number gf suppliers who set thair oW science-based GHG reduction targets, helping track supply
chain emissions ang attainment ot 8BTS,

Proporiion of renewatte nawet for electricity, tracking our fossil fyels phase-gut and adoption of new
energy sources.

Emissions associated with business iravel, conkituling to atainment of climate targels,

Carbon intensity ol business by turnovar and heacdcount.

Climate-related largets:

Capita has set a fange of ambitioys fargels to reduce its impact on global warming, and itg
gxbosure 10 climate-related risks. In 2020, Gapita sel and validaled its near-ienyn SBT with SBTi,
This comrnils Capila 1o redyce absolute Scope 1, 2 ang 3 {business travel) emissiong by 46% by
2030, from a 2019 hase year ), and for 50% of suppliers by spend across purchased goods and
services and Sapital gooos 1o have set SBTs by 2025 {1 -5°C-aligned). Capita aisg announced itg
net zero by 2035 target ambition in 2021 and has suhmitted long-term targets 1o the SBTi far
validation, following the retease of the SBTi's net zarg standard fast year. This lang-term SBT wil
require an ambitious ages absalute reduction of Scope 1, 2anda emissions from 2019, hefore

counterbalancing residyal emissions to achieve net zero,



Rislk managemaent

| Risk management
| and internal control

We recognise that effective internal
control and risk management are
essential to our long-term success
and are fundamental in helping us
achieve our strategic objectives and
protecting shareholder value. Risk

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

established crganisational structures.

Managing risks through transformation

During the year, Capita completed the final
phase of its transformation by creating two core
divisions, Public Service and Experience, and
estabiishing a division responsibte for managing
the porticlio of businesses being held for
disposal. The new operating structure became
effective in August 2021, Throughout the period
of organisational change, the company
maintained its focus on risk management.

Before the organisational structure change, fully
operaticnal risk and assurance committees
were in place in each of the former divisions,
providing oversight and governance over risk
management. In the current organisational
structure, risk and assurance committees
have been established at the divisional and
functional levels. Further work will take place
during 2022 to embed risk and assurance
committees below the newly constituted
divisions, both at a market vertical and
business unit level.

Internal control and risk
management journey

We continuously seek opportunities to enhance
our risk management and internal control
environment and to intreduce greater rigour and
standardisation in processes and controls as
appropriate. During the year, Capita continued
to progress many initiatives, including the key
control questionnaire (KCQ) and finance
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minimum centrol standards roll out. An internal
control improvement programme was also
initiated to take a systematic approach to
enhancing internal key financial and non-
financial controls with a view to preparing for
potential UK-SOx attestation requirements
under the proposals being developed by the
Department for Business, Energy & Industrial
Strategy. The Board reccgnises that Capita's
control effectiveness remains overly dependent
on management intervention and there is a lack
of control documentation allowing for
inconsistency in process across most of the
Group. The Board and the Audit and Risk
Committee (the Committes) da not
underestimate the work needed to ensure that
robust internal control and risk assessment
frameworks are embedded fully, Work will
continue to be undertaken during 2022 to
enhance and improve the standardisation and
overall effectiveness of the Group's internal
control framework.

Key control questionnaire

A KCQ process was introduced in 2020 and
completed again for 2021. The KCQ is used ¢
assess the effectiveness of key entity and
functicnal level controls by asking business
leaders to attest to contrel compliance within
their functional, divisional or business unit
areas. The results from the KCQ process serve
as a baseline for continuous improvement and
identify a series of improvement actions tc be
implemented in subsequent periods.

Minimum control standards

In 2021, Group Finance enhanced the self-
assessment process across the business and
ley functional areas to obtain assurance over
the operation of key financial controls. Itis
intended that this process will continue to
operate in 2022, in paralle! with new and
existing control initiatives.

An evaluation of financial controls is undertaken
by the senior finance team to identify areas
where these might only be partially effective or
be inefficient in achievement of their purpose.
Any material issues are dealt wilh through
mitigating activities to ensure the effectiveness
of the existing controls over financial reporting.

Risk oversight and governance

A risk-focused cuiture and tone is expected
across all levels at Capita, reflecting the tone at
the top of the Group set by the Board. The
Board is ultimately accountable for providing
strategic governance and stewardship of the
company. Throughout 2021, the principal and
emerging risks facing the company continued
to be reviewed by the Board, including those
risks that could threaten Capita’s business
strategy delivery, future performance, resilience
and liquidity.

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



Risk management
sonted

effectively at alt levels of the Group. As part of
this commitment, a comprehensive review of
principal risks and their ownership was
undertaken during the year to ehsure that they
remain retevant and appropriate. This included
deterrmining whether any new or emerging risks
shouid be added to the principal risk profile.

The Committee, which has delegated
responsibifity from the Board for maintaining an
effective risk management and internal control
systemn, is responsible for overseeing the
principal risks, their assessment and the
response strategies in piace to mitigate them. In
2021 the Committee reviewed, discussed and
briefed the Board on risks, caontrols and
assurance, inciuding the annual assessment of
the system of risk management and internal
cantrol, to menitor the effectiveness of the
procedures for internal control over financial
reporting, compliance and operational matters.

The executive risk and éthics commitiee
(EREC) is responsible for identifying,
assessing, overseeing and challenging
principal risks across all Capita’s unregulated
businesses and provides regular updates to the
Commitiee.

Capita recognises the importance to clients and
customers of the financial services businesses
it operates, and the need for specific oversight
ta manage &nd miligate risks associated with

those businesses. The role of the financial
services risk committee (FSRC) is to provide
oversight of the regulated financial services
businesses. The FSRC is chaired by an
independent non-executive director and
provides regular updaies to the Commitiee.

On a day-to-day basis, divisional and funciional
leaders, senior leadership and business unit
teams manage and manitor risks that they are
accountable for.
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Capita recoghises that risk carnoct be fully
eliminated and that there are certain risks the
Board and/ar the senior ieadership witl accept
when pursuing strategic business opportunities.
However, these risk accepiance decisions are
made at an appropriate authotity level and
reflect Capita’s defined risk appetite. Capita's
risk governance framewaork is illustrated beiow.

Third line of defence

3

Audit and Risk
Committee

e N Second line of defence

Executiva and risk
commitiees

Risk, ¢ompllance
ancgavermanee

Divisional and busioeas - ..—

First line of defence

~unlt management

Botlom
up
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Imrinent

Likelihood

D Critical The maximurr level of risk Capita

can bear and remain effective at
7 delivering its stralegy mmed
al concern.

Uncomiortable Risk | cause prohlems
would put uncomfortable pre
on delivery
. Vulnerable ; wely (o cause prablems
that would put uncomfortable
ressure on delivery,

Acceptable

an
to the threa

Risk mo t since 2020
year end

Living our
purpose

@ Strateqy
O innovation

Pecpie
attraction

. om.u_g.. ple

Failure to live our purpose and failure to
change stakeholder perception so we are
seen to live our purpose

Failure to define and resource the right
medium-term strategy

Failure 10 innovate and develop new vaiue
propositions for clients and customers

Failure to attract, develop, engage and
retain the right people for current and future

& retention client propositions

o Cuiture

Data
protection

Contracts
Delighting
clients

Internal
control

health &
safety

Climate
change

Faiture to change the culture and practices
of Capita in iine with our responsible
business agenda

Failure to pratect data, information and
IT systems

Failure to secure new contracts andfor
extend existing contracts

Failure 1o delight clients and customers
and deliver coniractua! obligations

Failure to deveiop and maintain
a risk-based system of internal control

uence and respond
to potential changes in the political climate

Failure to maintain financial stability, viability
and achieve financial targets/results

Failure of Capita fo protect the wellbeing,
health and satety of all Capita’s employees,
service users, and cthers

Failure to adapt Capita and its services
to the impacts of climate change

mﬁnﬂ.maa

- Annual Report 2021 report

Durng the year, the likelhood and/or the impact of two principal risks changsd.
The severity of principal sk 4 bejow, increased when compared with the
previous year:

Rirk 2 Rat o ine moyorend
f-ailurs to atiract, devolog, During the year, we started o see a significant shiic
engaqo and retnin the right in the labour market which mcreased the level of

peonle Tor currnnt and future Capita’s principal risk related to our abilty fo attiac
anc retam colleagues and talent. This becal
topic thal manacgemeni focused on in o
ate its impact on our delivery wilh the
ncreased from uncornfortable to critical i O
A programime was established to ac
and actions afe expected to continue clunng 2022

The severity of principal risk 10 below, decreased when compared with the
previous year:

gaod
developed a Group-wids |
i Ce N 0sve il

Tent
15 5iee

chan
cliry

5 risk had cle

in 2022, th chatge ownel
Be managed at divisional leval

The Board remains confident that our existng governance mechanisms anc risk
management processes will ensure that nsks, inctucling emearging risks, co
to be identilied and dealt with alfectively. However, the Board recognises that &
number of these risks are taking a number of years to address and oring back o
an appropriate level. The completion of the recrgamisabon is mtended to addrass
this. The Board recognises the improvemeant made, which has resulted in Capita
being a smpier business with a stronger operalional platiorm (o underpin #s fuil
development. At Capita, the principal nsks are considered over the same thvee-
year period as the viability statement. They are listet! and described below, ~nd
each risk, we disclose key mitigations and future actions to further manage th
and improve infernal control.




Risk management

continued

Principat risk and risl leval Potential impact

How we manage the risk

Failure to live
Qur purpose
and failure

misafignment
between the
strategic
obiectivas and

We encountered challznges in the countries in which we operate and,
with the change in our operating model during the year, we have taken
appropriate actions to live our purpose and will endeavour to continue

Princinal visk and

.‘nm_u:nv._w S
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tisk tevol Potentiat impact

How we manage the risk

Failure to
innovate and
develop new
value
propositions
for clients and
customers

Acceuntable
officers:
Divisional CECs

inabifity to grow
and develop into
new markats
fallure to
compete with
cthers who are
Innovative

loss of new and
existing busiress
o competitors
ercded corporate
paosition in the
market

Capita had six diverse divisions and businesses which limited our ability to

focus and innovate and develop new customer value propositions. The two

newly formed divisions will focus on progressing our innovation strategy.

Mitigation actions in 2021

+ Developed a digitat market stralegy to help Public Service (PS) idenlify

where it needs to develop capa s and improve its ways of working to

allow us to compete more effectively in the UK public sector markel

A CIef of Architecture has been recruited into PS to help define and

develop the required tech stack with Technology Software Solutions

(TSS), and the associated tech partner ecosystem

Defined an end-lo-end product management lifecycle including innovation

Crealed a technology & praduct function o manage and govem

end-to-end tachnology lifecycles

« Further developed mulii-lingual conversationat artificial intelligence
capabitity to combine with Smarimate (Capita's language capability) to
exlend to olher languages 10 support consumer engagement

Future actions

- Continue to horizon scan new customer valug propositions

- Develop stranger strategic partnerships with kay technology providers to
enabie us o better leverage their products o serve our clients

+ Explore opportunities to invest in the innovation and product teams to
build future capability

+ Roll out of the governance product lifecycle

to change s o taking such actions in the future.

stakeholder o burpose ol mitigation actlons in 2021 . .
perception . transformaticn - Um..__jma and published o.:.SR Zero aﬁma which were accredited by the
50 that we are does not change Science m.m.mmq Targets _:_:mﬂ_,xm.ﬁmmdv . .

A stakeholder . zm.am vom.;_..a Progress on our azmqm_q m,. inclusion {D&l} mmmzaw by
seen to live : taking action on gerder and ethnic diversity at Board and Executive
our purpose wﬂmmﬂ”w% Committee level , . -

iation + CEO chaired the 8LM advisory group, overseeing targeted D&l initiatives
Accountable 6%: | + Contributed 1o broader societal skilis challenges by supponing the UK
officer: CEO w <m_.mwmnw.. Government's Kickstart scheme
. nﬂwwm._mm:uu_.ma_ . _uc:ama.oga.a vazcine programmes for cur colleagues in South Africa
and people don't and India . . .
want 1o work - Held preactive, open and honest engagement 2_5 aur clients m:g
with, of for, colleagues to better understand how we can continue to effectively
Omn__ﬂm mjmuo—_ _:mB. ' . .
« investors lose - _3_58,& our virtual fl-st approach to working, demonstrating our
confidence in the commitment to our values
nw_.o_-__u.w ESG Future actions
credentials + Establish a responsible business commitlee, to oversee all of our
responsible business and purposetul ves
+ Further focus on how we deliver social value, and how this complements
our core service affeqings
Failure to . We have introduced a new operating mode! and created two divisions and a
define, disposal portfolio. The two newly created divisions have developed their
resource and aleg rmedium-term strategy in the year and will now focus on resgurcing and
execute the . wwmmmpﬂhmw_ mx.m.n%:m their W:mam_s
right medium- deisions with Mitigation mo:cdw in MQN_ . .
term strategy sub-optimal . __du_mq.,m:aa client-centric market vertical cnm@ﬁm madel o
returns - Bimplified and more focused Group strategy with two core divisions
Accountable + ineffectiva focused on growth
e Y + Regular dialogue between Board, Executive Commitiee and divisional
officer: CEQ pricritisation of ) .
capital OmOw. on m:o_ﬂ_o: and am_:..wé E,m.:m,mm: .
L investment + Creation of a disposal portfolio division to monetise non-core assets o

misalignment
between Group
and business
ohiectives
difficult to
articulate and
optimise
investment case
for investors

enhance our balance sheet position

A strangtihened balarce sheet, enabiing more focus and flex

oplimising our strategy

Future actions

- Embed the operating changes and focus on growth in our areas of core
competencies

+ Continue to dispose ¢f portfalio businesses at the right price to reduce
debt and improve liquidity

Failure to + inability 1o win Unprecedanted recruitment activity in the labour market and unprecedented
attract, new work or levels of UK empioyment have had a dramatic impact an our attrition levefs.
develop, deliver to clients A multi-year pechle plan will focus on attracting, engaging. retaining and
engage and due to lack of developing our employees and reduce attrition levels.
rasources TSI . .

retainthe right . |55 of key Mitigation actions in 2021 .
people for ersornallack ol Introduction of more flexible future ways of warking
c t and annmmm,ﬁo: = Further improverment ang standardisation of recruitment process and systems

urren m..: . increased stalf + Listening to what our colleagues are tefling us and turning these into
future client attrllion ar actionable plans

propositions

Accountable
otficer: Chief
Pzople Officer

increase in costs
from buying in
shott-term
contractors

poot financial
performance
resulling in
inability to grow
reputational
darnage

Ran diversity and inclusicn awareness and training

Employee perfermance reviews to help identify opportunities for
development and increase engagement

Referral scheme for cofieagues o recormmend candidates

Future actions

* Further develop our peaple proposition and attraction strategy to respond
to market labour challenges

Continued focus on ensuring competitive pay and reward packages
Implernent a clear, consistent demand planning methodology which will
enable proactive recruitmeant and retention

Rationalise and reduce screening time for candidates and remove
soreening where not required

Introduce a career path framework which enables peaple to plan and
develop their careers




Risk managemant

continued

Principal visk and risk level Potential impact

How we manage the tisk
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Prineipal risl and niskc level Potential impact

) m"_.m.mm_n‘

How we manage the rislk

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

Accountable
officer: CEQ

- potential for new
clients not to
want to contract
with Capita

+ unable to atiraci
and retain talent

+ negative
corparate
repitation
hampers our
abifity i deliver
sustainable
growth

- lack of staff
engagement
and demotivated
staff leading to
attrition hindering
ability to deliver
stratagic
objectives

We wili estabiish a responsthie business committee, 1o oversee all gur
responsible business and purposeful initiatives, to embed our purposs,
values and behaviours and to identify oppartunities that will enable us
1o further imgrove our culiure and develop better working practices for
aur people.

Mitigation actions in 2021

+ Initigtad the review of our operating model to identify apportunities that will

enable us to further improve cur cullure and develop betler working

practices for our people

Updated the Blue-Book in line with our responsible business agenda and

focus on our client commitments 1o deliver better ouicomes

Centinued to embed our purpose, values and behaviours through contract

review commitiee, individual objective setting, manager commitments,

manager development through manager academy and induction module

+ Significant focus on D& activities including employee networi groups.
anti-racism training, mutual mentoring, diverse hiring practices and people
survey anatysis by demographic

Future actions

Regular engagement with our colleagues, driving improvements identified
from annual employee survey and empha g the right tane from the top
Impiemeniation of diversity dashboards and reporting, to enable the
identification of remedial actions where required

Embedding of pulsefemployee survey methodology and action planning
Implement phase two of the HR transtormation programme

Launch Capita leadership council

Failure to
protect data,
informatien
and IT systems

Accountable
officer: Chiet
Technology

Officer (CTO)

foss or theft of
canfidential ¢lient
or customer data
due to oyber
attack

disruption to
businass
opetrations of
Capita anglor its
sustomers due to
cyber attack

foss of ane or
mote of Capita's
data centres
reputational
damage leading
to loss of new
and existing
business

A decentralised IT landscape with ageing technotogy and years of
under-investment in our IT systems has made it a challenge forus to
enhance aur T infrastructure. in our ttansformation we created a TSS
function that will lead on providing operations, oversight and monitoring
of our IT systems and infrasiructure across he compeany.

Mitigation actions in 2021

The TSS Shared Service Tunclion has been created, bringing together ali
the technalogy services into a single function lo standardise and enhance
processes, delivering digital transformation and cyber securily
Implementad improved tooling and process (o increase data security and
reduce the risk of data leakage

tmplemented additional security contrals for the end user to reduce ihe
possibility of ransomware or virus attacks

Continued to raise cyber security awarengss across Capita via mullimedia
projects 1o ensure everyone fully understands their role n protecting data
Caontinued to ¢consclidate smaller data centres into modern purpose-built
data centres with increased resifience

Cortinued to reduce end of life out of supporl end user estates

Reviewsd and mitigated security risks 1elated to group systems

and services

Future acgtions

Establishment and execution of the technoiogy strategy for T3S and the
wiger business to introduce standardisation and harmoenisation of Capila's
IT landscape

Enhance the understanding and reassessment of the pan-Capita
technology risk profile by creating a centralised risk register

Identify a clear road map for technology to ensure full foresight of any
upcaming technology obsolescence

Focus on a centralised and hatistic view of the IT asset estate

Embed process and forums 16 ensure continuous alignment of technalogy
across Capita

Develop and enhance existing procedures across Capita 1o monitor and
manage emerging technolody risk expasure.
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Principal visk and risk level Potential impact

How we manage the risk

Principal risk aind risk love! Potential impact

- report

How we manaqge the risk

Failure to - loss ofcontracts  We continue Yo bid and win new contracts that we are confident we have the Failure to - loss of existing We will do more 1o delight those we provide services lo and by infroducing
secure new ‘ resources and proven record to defiver on. The shift to our new operating delight clients contracts our new customer success framework and providing monthly governance
contracts and/  2cduire new maoded should aflow us (o deveiop and execute our Go Te Market growth and customers ~ Drandand over our contract and software performance, which will allow us to improve
or extend business sirategy, secure new contracts in line with our core competencies and give and deliver reputation the services we provide to ow customers and clients.
o * contract terms S greater chances for growth, damage Mitigation actions in 2021
existing and service - L contractual - limited or no new gatic
contracts commitments Mitigation acticns in nom,._ , ] obligations usiness + Established manthly governance over contract and soliware pertormance
are not met ar . pavﬁmﬂmama marked verticals in Experience that are aligned with « demotivated staff and weekly review of SLA/KPI to enhance service delivery and focus on
Accountable undersood operating model, governed through design authority to ensure alignment Accountable leading ta achieving customer service obligations
afficers: + expostre i 5_5@855 strateqy . ] o officers: attrition and loss « New mem of Eoﬁ.xi@ programme §.o<m some mmé.a.mm to E.o; from office
Divisional CEOs unexpected ' mcm_smmw. n.um.:.m_ouaw.a board established to drive prioritisations for growth Divisional CEDs of capability/ to home into business as usual solution) rofled out using project
costs/cost focused Initiatives ) ) capacity governance methodalogy
OVerruNS or . macmaamn bi-monthly sales cadence calls to review progress and . financial Future actions
anerous terms n_._,m:msmm IssLes penallies and/or - Continue development of the divisionzl operating environment to drive
. brand and . 2_@:3.9: ,m.njzc_cm{.m:a product capabilities 1o ensure we have service credits simpification ahd strengthening of service delivery
reputation appropriate digilal solulions + Increase automation of development operations
damage Future actions + Undertake irnprovements to operaticnal performance reporting, to suppart
- financial claims/  * Refresh the contract review commitiee (CRC) policy and deal review earlier identification of potential perfanmance concems
panalties and process, including incorporation of new H&3! satequarding risk - Undertake risk reduction operational maiurity assessments to identify
other disputes assassments and develop a fraud risk assessment process opportunities to deliver better outcomas for our clients
with clients + Refresh and roll out the CRC post-deal review process + Identity commonality in failures or issues across divisions, and address
« adverse impact ¢+ Assess and refaunch solution briefcase in Public Service through coordinated action
on contract + Develop and embed the Public Service playboak (for example, how 1o use » Rolt out of foresight demand planning tool 1o better pradict and manage
profitability standard contracts) recruitment pipeline and mitigate attrition risk across the business

Updalte deiegation of authority matrices to ieflect new ways of working
Improve coordination between Pursuit, Programme and Performance
teams

Ca-creation of our Go To Market strategies 1o influence market trends and
solutions

+ Driving up our digital capability, which will shape our future propasitions

« Further develop client account plans that are centred on client and
industry problem solving

- introduce a new customer success framework
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Pringipal risk and risk level Potential impact How we manage the risk Principal risk and nisk leve! Potential impact How we manage the risk
Fajlure to + fraud, Cur internai controls effectiveness is dependent an management experience Fallure o = poor cash flow As aresult of: Covid-19. the impact of government policy, client willngness 1o
develep and misstatement and intervention. A multi-year control Improvement programrie has been maintain and high levels spend less, our Inability 1o continue 1o innovate and have the resources
maintain a m”m :..mwmns&m partially implemented but progress has baen impactad by the reorganisation financial m*mmﬁw ﬂmmw___wmgm avaliable 10 fultil contractual obligations have impacted our tinancial stabliity
risk-based i m_..a changes 1o oE ::m:nm. syslems mquomns, The ao<,m to two divisions stability and _n,3< f : and the strength of our balance shaet,
system of mm_.mmmmwu ams Lo ease ine simplitication, standardisation, automation and achieve %c_mSMMm_: By lransforming to two divisions and creating a disposal portfolio which
. : documentation of controls in our key business processes. ) R i : ;i i i
internal control regulatory or Mitiqation astions in 2021 Y p financial development woo:mﬁ__mﬂm omamﬂwﬂ_mmmmm we are locking to 9<mw_.,é.m aim j .om%msmmoﬁomg
chent scrutiny s in . , targets and growth 0 reduce debt, tocus resources on two care divisions and reduce Group
Accountable - increased costs  © 11@ KCQ seff-assessment process was further refined and Implemented. g - loss o overhead with the aim of delivering sustainable matesia) free cash flow.
officer: CFO associated with ﬂwhm mM%mM “wwcﬂmmu evary business leader to atlest to compfiance with a >o.oo:3m_o_m sharenolder Mitigation actions in 2621
risk remediation m:mm and mo i’ 3m commiliees were established at divicion levl officer: CFO value - Obtained lender consent for business dispasals when requiied
activities ~ Aproject %M,mma%n_%m and ,Mma,\mmo% ma_nmmmmm mm:u sw_MnWm ¢ - loss of investor - Completad the disposal of Education Softwars Solutions, and AXELOS
+ breaches of law, ! prove ourprac cantrais - confidence before the end of 2021 and announced the saie of Securs Solulions and
staiutory and documentation was launched Services, Specialist Insurance, and AMT-8ybex during the year
. - T i thori ! ised i p g, i, - , .
legal reporting he delegation of authority document was revised in March 2021 + Secured an extension t the Group's fevohing eredit Taslity (RGE)
feading to Future actions - Completed the triennial pension valuation
reglialory fines - Standardise finance processes and controls - Continued close focus on working capital
in tinancial + Further improve the coverage of financial policles and associated Future actions
sarvicas sector standards . - . .
. - Gompletion of remaining pianned disposals of businesses
and loss of key .wmzmm: m:n.cuamdm the am_n@wco: of authority document following the - Agreeing a further extension 16 the Group's RGF and other borrowing
coniracls implementation of the new divisional structure s X
- reputational facilities as appropriate
damage and
adverse media
interest leading
to inability to
Secure new
contracts
Failure to plan - Govid-18 has We may encounter increased volatiity in Government spengding as they seek
for, influence continued to to reduce debt accumulated during the pandemic. Our continyed
and respond drive the commitment fo being a leading responsible business, our reputation for
1o potential forruiation of reliable delivery and seeking contracls thal enhanee social value wili remain
N new policy at
changes in speed alfecting omq.xm«_ moo_._m. .
the pofitical the aperaticnal Mitigation mn:ozm in 2021 , i
climate envitorment for Engaged with govarnment and other stakeholders in response to Covid-19
the business 10 understand policy impacts on Capita
Accountable - passibility of + Monitared new policy developments and undertock horizon scanning
officer: CEQ additional for political, regulatory, and econamic developments impacting
. regulatary polilical climate
n:,m:mmm by new + Engaged with Government and ather pariies {e.0. regulators} to promote
government and protact repltation
impacting our Future actions
reputation - Centinve to engage with UK Government and others 1o promote and
protect reputation,

+ Continue to monitor policy developments inciuding etnerging plans for
governmental strateg’c objectives including leveliing up.
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Principat risk and risk leve' Potential impact Haow we manage the risk

Principal risk and risk leve! Potential impact How we manage the risk
Failure of + poor health, Covid-18 has had an imrpact on the health, safety and wellbeing of our Failure to + unpredictable The threat of global warming has meant that our ransition to a low carbon
Capita to injury and death  people, most of whom have been working from home for aimost two years. adapt Capita shiftin markets to  sconomy requires a fundamental change in how we manage our supply
protect the of colleagues We have created Tearn Health which will focus on protecting and improving and its low carbon chain, our operations and how we assess changing demand and behaviours
. and service the welibeing, safety, and health of our employees and stakeholders. . leading to in our markets. We have developed a multi-year strategy that will allow us 1o
wellbeing, . services to the : d cost , :
users Mitigation actions in 2021 . increased cosls  hagome carban neutral across our entire faotprint by 2634.
safety, and - legislative 9 , impacts of and reduced
- Improvements in the use of CASPER health and safety lool and : Mitigation actions in 2021
health of all breaches/ , ; climate change revenue ; ) . -
Capits’ rosecutions improvaments to SHAPE for homeworkers and cifice workers . increased cost - Established 1.5°C science-based carbon reduction targets verified by
apita’s mﬂn_:n::@ ' - Embed the Group clirical governance framework into the new corporate Accountable and uncertaint SBTi
M_._..:u_o<m._wm, corporzie divisional mﬁica officer: Chief of Investment m“ + Commitled 1o full nat zero carbon by 2035 with interim milestanes in 2025
e people we + Implemented the Grol i ing { i i i i i i i
peop manslaughter ol e raup Safeguarding framework including new risk General Counsel new technology and 2030 with comprehensive supporting business plan and development

work with and
our service-
users

Accountable
officer: Chief
General Counsel

costs assacialed
with
compensation
and litigation
reputational
damage

+ increased levels
of absenteeism
and recruitment/
retention
challenges
increased
insurance
premiums

loss of contracts
or inability to win
new contracts
raduced
willingness of
confractors to
work with Capita

asgessment process and training moedules

Introduced the new wellbeing framewark

Transitioned to a new occupational health provider — Health Partners

Future actions

+ Develop and implement a culture of ownership and accountability for the

wellbeing, safety and health of our people by Group, divisional, and

business leadership

Initlal assessment and validation of Capita's legal and statutory weilbeing,

salety and health requ remenits

Embed and assure CRC HSE & Saleguarding risk assessmeants for

new coniracts

+ Update approach and process to wellbeing, safety and health incident
and near-miss reporting, management and analysis

and substitution
of existing
products and
services
reputational
threats from slow
adaptation to
climate change
increased cost of
reguiation and
decarbonisation
resulting from
transitionto a
lower carbon
economy

impact on
infrastructure,
service delivery
and supply chain
from extreme
weather events
impacts of global
warming in
different
territories on
business
continuity and
staff welfare

of performance metrics

Ingreased the proportion of supply chain spend backed by science-based

carben reduction targets

= Waorking towards transition to 100% renewable power across oLy property
porticlio and to hybrid and elsctric leased vehicles

+ Developed a dedicated management information tool to monitar carbon

emissions by activily, region, division, function and business unit

Updaled the travel pelicy to reduce travel and commuting, prioritising

virtual first approach

Future actions

+ Link objectives and STIP bonus to net zero initiatives from 2022

+ Review the HSE policy to inciude specific environmental factors and
creation of a new environmental standard

+ Engage with suppliers and customers to ensure resilisnce to fransitional

and physical climate risk, developing low carbon business solutions

supporting net zero commitments

Further efficiency, renewable energy and travel reduction programmes
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Viability statement

In accordance with provision 31 of the UK
Corperate Governance Code 2018, the Board
has assessed the viability of the Group and
Parent Company over the three-year period to
31 December 2024, aligned with the period of
the Group’s bottorm-up business planning
process. The Board believes that a three-year
period provides sufficient clarity to consider the
Group and Parent Company’s prospects and
facititates the devsiopment of a robust base
case set of financial projections against which
severe but plausible downside scenario stress
tesling can be conducted.

The completion of the Groug's muiti-year
transformation programme during 2021 has
crealed the platform for sustainable improving
financiai performance which underpins the
viability of the Group and Parent Company. The
Board particularly notes the following deliverables
from the transformation programme:

« The simplification and strengthening of the
Group’s organisation design establishing two
core divisions focused on public and private
sector markets providing a platform for a
return 1o revenue growth and delivery of
efficiency savings.

+ A significant reduction in the Group's cost
base, with continued in-year savings in 2021
of £123m which takes the cumulative savings
during the transformation programme to
£428m. This has successfully addressed the
cost competitive objective which was a care
element of the transformation programme.

- The ongoing successiul execution of the
Partfolio business disposal programme which
has realised net cash proceeds totalling,
¢.£900m since 1 January 2018, used to repay
maturing debt, to make further deficit reduction
contributions to the Group’s main defined
pension scheme and to invest in driving
growth in the remaining cote businesses.

The repayment of £1.4bn of debt, inciuding
lease liabilities, since 1 January 2018.

The successiul extension during 2021 ot
the Group's revolving credit facility (RCF}
to 31 August 2023,

The payment of ¢.£300m of deficit reduction
contributions to the Group's main defined
benetit pension scheme since 1 January
2018, and the commitment to a further
£105m of deficit reduction contributions
across 2022-2026, which should enable

the scheme io reduce its reliance on the
covenant of the Group.

The foregoing elements of the transformation
programme provide the backdrop to the
three-year business plan approved by the
Board in February 2022 and are key factors in
the Directors’ viability assessment. The rain
assumptions underpinning the base case
financiat projections in the Group's business
plan are set out below:

+ Return to arganic revenue growth broadly
in line with market trends in each of the two
core divisions.

« Operating profit margin expansion over the
business plan period reflecting the bensfit of
operating leverage coupled with ongoing
efficiency delivery.

Capita ple
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- lmproving operating cash conversion as the
structural working capital drag from a smaii
number of large legacy fransformation
contracts diminishes.

» Campletion of the Portfolio disposal
programme during 2022 and 2023.

+ The refinancing of the Group’s £300m RCF
foliowing its maturity in August 2023.

The most material assumptions from a viability
assessment parspective, which are also
iderntified as material uncertainties in the severe
but plausible downside scenario in the going
concern assessment provided in section 1 to
the consolidated financial statements, relate to
the completion of the portfolio disposal
pragramme and the refinancing of the RCF.
Capita has a strong track record of executing
major planned disposals and has been
successtul in obtaining new and extended
financing facilities over the last few years.

As such, in concluding on viability the Board
believes that it is reasonable to assume that
the Group will be successful in executing the
disposal programme and in refinancing the
RCF inline with the assumptions underpinnirng
the base case financial projections.

The three-year base case financial projections
were used 1o assess covenant compliance and
liquidity headroom under different scenarios.
This analysis included assessing the sensitivity
of the financial performance of the Group to
changes in trading conditions including reduced
rates of revenue growth and efficiency delivery.
in addition, the viability stress tests considered
severe but plausible downside impacts on
covenant and liquidity headroom from the
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crystallisation of spacific risks inciuding those
set out in the principal risks secticn on pages 57
to 61. The stress tests covered potential
contract claims and performance issues,

data breaches, cyber-attacks and delays in
execytion of the disposal programme.

The risks applied have not been probability
weighted but rather consider the impagct should
each risk materialise by applying a ‘more tikely
than not’ test. These wide-ranging isks are
highly uniikely to crystallise simuitanecusly and
there are mitigations under the direct control of
the Group that can be actioned to address a
combination of risk crystallisations that may
occur under a severe but plausible downgide.
These have been considered in the Board's
viability assessmant.

Based on this assessment, and reflecting the
Board’s confidence in the platform for improving
financial performance resulting from completion
of the transfarmation plan, the Group’s ability to
refinance and to execute the approved disposal
programime, the Board has a reasonable
expectation that the Group and Parent
Company will be able to continue in operation
and meet their liabilities as they fall due over the
peried of the viability assessment.

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

Claire Denton
Group Company Secretary
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Chairman’s
report

Board strength and resilience is essential to
operate successtully during a period of sustained
disruption. | am therefore pleased to introduce
the corporale governance section of this Annual
Report and present my introductory statement
on Board governance during 2021.

Board leadership

The directors of the Company in office at the date of this report are listed on pages 67 and 68.
There were several changes 0 Board membership during the year. Tim Weller was appointed
Chief Financial Officer (CFO) and Executive Director on 12 May 2021 as a permanent replacement
for Gordon Boyd, our interim CFO. David Lowden was appointed Non-Executive Director on

1 January 2021 and David became Senior Independent Director on 1 March 2021 foilowing Gillian
Sheldon’s retirement from the Board on 28 February 2021 after eight and a half years. Neelam
Dhawan, an experienced leader in the technalogy industry, was appainted Non-Executive Director
on 1 March 2021.

Andrew Williams retired from the Board on 11 May 2021 after six years' service and Baroness Lucy
Neville-Rolfe stepped down from the Board on 14 December 2021 following her appointment by the
Department for Work and Pensions to lead a review of the state pension age. On 1 February 2022
we appointed Dr Nneka Abulckwe OBE to the Board as Non-Executive Director.

)

We are careful to ensure an appropriate balance of time commitments for each Board member,
Directorships are reviewed reguiarly and any proposed external appointment is considered
carefully. David Lowden was appointed non-executive director and chairman designate of Diploma
PLC on 19 October 2021 and became chairman on 19 January 2022, David will retire from the
Board of PageGroup plc on 30 April 2022. Matthew Lester was appointed non-executive director of
Intermediate Capital Group plc on 1 April 2021.

We remain committed to workforce engagement and highly vaiue the engagement of our employee
non-executive directors, Lyndsay Browne and Joseph Murphy, in Board discussions. We have sgen
the value of their input into Board debate and we continue to believe in the importance of bringing

| Corporate
| governance
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The majority of meetings
in 2027 were held remotely
I using videg-conijerencing
technology.”

their contributions into Board commitiee meetings. Both Joseph and Lyndsay compiete
their three-year terms in the summer of 2022 and a recruitment process for a replacement
is ongoing.

Board diversity

A diverse board broadens perspectives, enriches debate and ulfimately improves the quality of
decision making, and we actively seek to improve the diversity of the Board. As at the date of
this Annual Report, we continue to exceed the 33% target for female representation, and our
ethnic diversity has continued to improve with the recent appointiment of Nneka Abuickwe.
Further information on diversity in the Group is on page 44.

31 December 2021 1 February 2022
Female representation 30% 36%.

Reappointment of directors

All members cf the Board will stand for re-election (Tim Weller and Nneka Abulokwe for
election) at the annual general meeting (AGM) in May. All continuing Board members have
received a formal performance evaluation which demonstrates that each director continues to
be effeclive and committed to the role.

Meeting schedule

The Board has a standing schedule to meet six times a year but holds further meetings as
required. Board and committes meetings are structured around the Company's financial
calendar. Agenda ptanning is undertaken in advance of every meeting to ensure an appropriate
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allocation of time to important topics. The majority of meetings held in 2021 were held remotely
using video-canferencing technology. Physical meetings are held where appropriate under
prevailing Covid-19 conditions and relevant guidance.

Senior management

We review regularly the structure of our businesses and management to ensure they remain
appropriate. The Executive Committee comprises the divisional executive officers and functional
heads under the Chief Executive Officer’s (CEQ’s) leadership.

Board effectiveness

Corporate governance principles

We continue to pursue high standards of corporate goveryance and business practice, including
the principles embodied in the 2018 UK Corporate Governance Code, which permeate all aspects
of the Board's activity and are reflected throughout this Annual Report. Further details on the
application of these principles are signposted below:

Leadership and purpose: articulation of Capita’s purpose on the inside front cover and page 4.
Division of responsibifities: governance framework on page 70.

Composition, succession and evaluation: Nomination Committee raport on pages 84 and 85,
and Board evaluatior section below.

Audit, risk and internal control: Audit and Risk Committee report on page 94, and interna! control
and risk management statement on pages 53 1o 61.

Remuneration: Remuneration Committee report on page 96.

_..Qm.u_..ﬂm .u_.o. .
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Board time allocation (%4}

% Execulive reports
34% Strategy,
{ransformation and growth
10% Governance
. Board evaluation)
6% IR / brand / reputation
5% Fuil and hall-year results
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Culture

We recognise the importance of culture as a significant driver of business sustainability. The Board
receives regular reports on HR activities that enable it to monitor developments in the Group's
culture and provides supportive challenge tc management. The dashboard below is an aggregation
of key measures infarming the Board's assessment of culture, and further information on each of
these, and the Group’s approach to investing in and rewarding its workforce, is set out in the people
and responsible business sections of the strategic report on pages 3510 39 and 4210 49.

Meatric 2021 2020
Maovement in employee hiet promoter score {2 measure of emplovee satisfastion) -22 points +7 points
People survey response rate (a measure of employee engagement) B8% 72%
Employee rating of manager commitments (a measure of how managers live our values 87% B2
and demonstrate our behavioyrs)

Voluniaty wrnover {a measure of employee commitment) 30% 203

Although it is pleasing to see the increased rating for managers (& 5% annual increase), the factors
behind the movements in employee net promoter score and voluntary turnover are being
investigated and understood. The CEQ and management team are treating this very seriously and
will be taking steps to address these areas during 2022.

Board evaluation

Board evaluation is undertaken annually, with external evaiuation every three years. An external
evaluation was performed in 2021 by Independent Board Evaluation and key findings are set out
below, together with actions taken during the year in response to the 2020 internal evatuation.

Finding from 2020 evaluation

Transformation — ongoing development and delivery of
the transformation strategy inciuding balance sheet
strength, reduction of operational complexity and reward
ingentives to refiect objactives.

Risk management framework — with the Audit and Risk
Committee review changing risk profiles with the
transtormation strategy.

Action in 2021

Ravised remuneration policy, incluging new restricled share
award, was approved by shareholders at the 2021 AGM.

Certain principal risks were allocated Board time for deep
dive review, particularly those impacted by the
transiormation, siich as cyber and |7 resilience.

The external evaluation cf the Board and its committees was undertaken by meeting observation
and personal interviews with each Board member, the Group Company Secretary, members of the
senior management team and external advisers. Findings were discussed with the Chairman and
presented to the Board. Commitiee feedback was presented to the relevant commilttee chair and
the Board's feedback on the Chairman was discussed with the Senior Independent Director.
Feedback on individual directors’ performance was provided by the Chairman as part of the annual
review process.

Corporate
governance
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The evaiuation concluded that the Board had continued to perform wel! during the pandemic.
Particular strengths were Board culiure, stakehoider relationships and governance and compliance.
The evaluation also identified certain aspects of the Board’s work that could be improved and these
areas, sef outin the folowing table, wete highlighted and discussed by the Board when the
pvalugtion findings were presented.

Finding from 2021 evaluation

Sugeession planning — further in-depth focus needed to
ensure Board composition is appropriate for the Group as
it shifts focus from transformation to growth.

Strategy — Board has rightly focused on managing the
pandemic amid a more complex and lengthy turnaround
than originally envisaged. Addiional focus on long-term
strategy for the two core divisions would be beneficial
Board skifs matrix - debale and agree a Board skills
matrix aligned to the redefined strategy.

Proposed actions in 2022

Allgcate additional tima, including on the Nominalion
Committee agenda, for review and discussion of
succassion plans.

Allocate Board time for additional regular divisional deep
dive reviews as part of the overali sfrategy debate.

This has now been undertaken.

Remuneration

Following consultation with majar shareholders on the new restricted share plan for executive
directors, a revised remuneration policy was approvaed by sharehoiders at the 2021 AGM. Further
details can be found in the directors’ remuneration report on page 103.

Corporate governance and committee repotts

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

Sit 1an Powsl(l
Chairman
2 March 2022



Board members

Chairman

Sir lan Powell [N
Chairman
Appointed:; September 2016

Independent at appointment:
Yes

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

1 September 2016 and as
Chairman on 1 January 2017. He
is a Chartered Accountant and,
before his retirement in June
2016, was Chairman and Senior
Partner of PwC UK between
2008 and 2016.

Other current appointments:
Chairman, Police Now; trustee of
The Old Vic, and of Weltbeing of
Wamen; and board member of
London First,

Executive Directors

Jon Lewis
Chief Executive Officor
Appointed: December 2017

Key skills and experience:
pefore jeining 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 rales,
including Senior Vice President
and member of the Halliburton
Executive Committee.

Board responsibilities:
managing and developing
Capita’s business to achieve the
Company’s strategic objectives.

External appeointments: board
member of Equinor ASA.

Tim Weller
Chief Financial Officer
Appointed: May 2021

Key skills and experience:
belore joining Capita, Tim was at
(348 for five years as its CFO and
for three years before that as a
Non-Executive Director. He has
many years' experience as a
CFO with Innogy, RWE Thames
Water, United Utilities, Cable &
Wireless and Petrofac. He spent
his early carcer at KPMG, where
he trained to bacome a Chartered
Accountant, becoming a partner
[UNEETA

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

External appointments:

Non-Executive Director of
The Carbon Trust.
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independent Non-Executive Directors

David Lowden (AN R
Senior independent Director
Appointed: January 2021

Key skills and experience:
David is a highly experienced
nen-executive director, senior
independent director and chair of
UK listed companies. He was
formerly Chair of Huntsworth plc,
Senior Independent Director at
Berendsen, Chair of the Audit
and Risk Committee at William
Hill, Chair of the Audit Committee
at Cable & Wireless Worldwide
plc and Chief Executive of Taylor
Nelson Sofres plec.

Other current appointments:
Chairman of Diploma pic; Senior
independent Director of Morgan
Sindall pic; and, until 30 April 2022,
Chairman of PageGroup plc.

Matthew Lester 3 ({0 (@
Appointed: March 2017

Key skills and experience:
Matthew is a Chartered
Accountant with over 20 years’
expetience in senior finance
roles. He was Group Chief
Financial Officer of Royat Mail ple
from November 2010 to July
2017. Matihew served as Group
Chief Financial Officer for ICAP
plc from May 2006 to November
2010. He was tormetly a
Non-Executive Director at
Barclays ple and has also held
ne posifion of Non-Execuive
Director and Chair of the Audit
and Risk Committee at Man
Group plc.

Cther current appeintments:
Chairman of Kier Group pic; and
Non-Executive Director of
Intermediate Capital Group plc.

Georgina Harvey (i () 42
Appointed: October 2018

Key skills and experience:
Georgina has signiticant
experience across highly
competitive consumer-facing
markets and of delivering
successful transformationai
change. Pricr to her current roles,
Georgina was Managing Dirsctor
of Regionals and a member of
the Executive Committee of
Trinity Mirror ple from 2005

to 2012.

Other current appointments:
Non-Executive and Senior
Independent Director of McColl’s
Retail Group pic; and Non-
Executive Director of

Superdry ple.



Independent Non-Executive Directors

John Cresswell  (DE®E
Appointed: November 2015

Key skills and experience: John
has substantial experience in
leading and growing
organisations as CEO and
executive director. He qualified as
a Chartered Accountant, has a
BSc in Economics and Politics,
and attended the advanced
management programme at
Harvard Business School,
Previously, he was CEO of Bibby
Line Group and Argiva, and held
a number of executive diractor
roles on the board of ITV ple.

Other current appointments:
member of University of Liverpco!
Management School Advisory
Board.

Neelam Dhawan (&) () (@)
Appointed: March 2021

Key skills and experience:
Neelam has 40 years' leadership
experience in the IT industry,
where she held senior positions
in Hewlett-Packard, Microsoft,
Compaq and IBM with
responsibility for a wide range

of areas including strategy,
corporate development, software
engineering and offshoring. She
now advises muitinationals on
business and technology
transformation and, unti! recently,
was an advisor to IBM in India.

Other current appointments:;
Non-Executive Board Member of
ICICI Bank Limited and Yatra
Online Inc; member of Koninklijke
Philips NV Supervisory Board;
board member of Skyio
Technologies inc. and

Capiliary Technologies.

. Caplta plc
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Employee Non-Executive Directors

Nneka Abulokwe OBE (&) () (R} Lyndsay Browne D)

Appointed: February 2022

Key skills and experience:
Nneka has signiticant experience
of delivering large-scale, high-
profile technelogy projects for
governments and privale
institutions globally. She held
senior and executive posllions
with Logica (now CGlI), Atos

and Scpra Steria, in a corporate
career spanning more than 25
years, before founding MicroMax
Consulting, where she is currently
CEQ. Nneka was awarded an OBE
in 2019 for services to business.

Other cutrent appeintments:
Non-Executive Director, Davies
Group, Director of MicroMax
Consulling Limited; external
member of the Audit & Risk
Committee, University

of Cambridge; adviser to Cranfietd
Schooi of Management Advisory
Board and DoGood Africa.

Appointed: July 2012

Key skills and experience:
Lyndsay is a member of the
Institute of Chartered
Accountants (Scotland) and has
undertaken various finance reles
in insurance and financial
services since joining Capita in
2003. She currently works as a
finance manager in the Portialio
division and is involved in
commercial contract
management, the finance
transformation programme and
financial reporting. Before joining
Capita, Lyndsay worked for
KPMG Audit and Advisory in
Glasgew and Bermuda.

Other current appointments:
None.

Joseph Murphy @
Appointed: July 2019

Key skills and experience:
Joseph works inthe technical
advisory team in the Real Estate
and Infrastructure business within
ihe Portfolio division. He joined
Capita in 2015 and is a Chartered
Civil Engineer with a masters
degree in ground engineearing.
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 appointmentis:
None.

Directors who served during
the year 2021

Gillian Sheldan, Andrew Williams
and Barcness Lucy Neville-Rolle
retired from the Board on

28 February, 11 May and 14
December 2021 respeclively,




_OOBBEQQ to high
standards of governance

Corporate Governance Code

Capita plc and its subsidiaries {the Group) are committed to maintaining high standards of
corperate governance. The UK Corporate Governance Code 2018 (the Code) applies to accounting
periods beginning on or after 1 January 2019 and is available from the Financia! 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 to 5 of the Code except for
provisions 24 and 32 {audit and remuneration commitiees respectively to comprise independent
non-executive directors) as Joseph Murphy (member of the Audit and Risk Committee) and
Lyndsay Browne {member of the Rermuneration Comimittee) are both non-executive employee
directors and therefore not considered independent. However, the Board felt that the value of the
employee perspective brought by Lyndsay and Joseph to Board meetings should be replicated
on those two committees. The formal appointment of each of them to the respective committee
demonstrates the Group's commitment to employee engagement and the value of diversity of
perspective being more important than a purely compliance-driven approach to the Code.

Board changes during the year

On 12 May 2021, Tim Weller was appointed CFO in place of Gordon Boyd, interim CFO, who
resigned with effect from the same date. On 1 January 2021, David Lowden was appointed a
Non-Executive Director, and David succeeded Gillian Sheldon as Senior Independent Birector
{SID) on 1 March 2021 following Gilliarn's planned retirement from the Board on 28 February 2021
after eight and a half years. Neslam Dhawan was appointed a Nen-Executive Director on 1 March
2021. Andrew Williams and Baroness Lucy Neville-Rolfe stepped down as non-executive directors
on 11 May 2021 and 14 December 2021 vespectively. Further information on Board changes is set
out in the Nomination Committee report on page 84.

Board changes after year end

On 1 February 2022, Nneka Abulokwe was appointed a Non-Executive Director.

Caplta ple ‘Corporate
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At 31 December 2021, the Board comprised 10 directors, made up of the Chairman, CEQ, CFQ,
five independent non-executive directors and twe employee non-executive directors. Details
of each director's experience are set out in the directors’ biographies on pages 67 and 68.

Composition of the Beard at 31 December 2021 and at the date ¢f this report is shown in the

following tables.

Board compasition at 31 December 2021:

Executive directors Independent non-executive directors Non-executive employee directors
Jon Lewis Sir lan Powel?! Lyndsay Browne
Tim Weller David Lowden Joseph Murphy

Matthew Lester
Georgina Harvey
John Cresswell
Neelam Dhawan

1. independant on appointmant n accordance with the Cade.

Board composition at the date of this report:

Executive directors Independent non-executive directors Non-executive employee directors
Jon Lewis Sir lan Powell’ Lyndsay Browne
Tim Weller David Lowden Joseph Murphy

Matthew Lester
Georgina Harvey
John Cresswell
Neelam Dhawan
Nneka Abulckwe

1. Independent on appointment m accordance with the Code.
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The Board

Role of the Boar

To promote Capita's long-term sustainable success, generating
value for shareholders and contributing to wider socity.

Matters reserved for the Board

« Strategy and
management

» Structure and capital

+ Financiai reporting

Internai controls - Shargholder

@ @

Nomination Committee

Audit and Risk Committee

+ Board and committes
composition

* Succession planning
* Diversity
+ People strategy

* External audit
« Financial reporting

* Risk management and
internal contrais

ternal audit

Read mora on page 84 Read maore on page B6

+ Major contracts

communication

Remuneration Committee

- Board membership

@

+ Remuneration palicy
+ Bemuneration principles
* Incentive design and setting

of targets

+ Executive and senior

management remuneration

Read mote on pags U6
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Role of the divectors
Chairman

The Chairman is responsible for leadership of the
Board and ensuring its effectiveness on all
aspects of its rale. This includes setting the
Board's agenda and ensuring that agequate time
is available for discussion of all agenda items, in
particutar strategic issues. The Chairman should
also promote a culture of openness and debate,
by facilitating the effective contribution of
non-executive directors in particular and
ensuring constructive relations between
executive and non-executive directors. The
Chairman is responsible for ensuring that the
directors receive accurate, timely and clear
information, and should ensure there is effective
communication with shareholders.

Senior independent director

The SID acts as a sounding board for the
Chairman on Board-related matters, chairs
meetings in the absence of the Chairman, acts
as an intermediary for other directors when
necessary, leads the evaluation of the
Chairman's performance, leads the search for
anew Chalir, when necessary, and is avaiiable
ta sharehalders who wish to discuss matters
which cannot be resclved otherwise.

| Corporate

govarnance

Non-executive directors

The non-executive directors constructively
challenge and help develop proposals on
strategy. They scrutinise the performance of
management in meeting agreed goals and
objectives, and monitor the reporting of
performance. They satisfy themselves on the
integrity of financial information and that financial
cantrals and systems of risk management are
robust and defensible. They are responsible for
determining appropriate fevets of remuneration
of executive directors and have a prime role in
appointing and, where necessary, removing
executive directars, and in succession planning.

Executive directors

The executive directors are responsible for the
day-te-day running of all aspects of the Group's
business. This responsibility is different from the
Chairman’s role in running the Board. The role
of CEQ is separate from that of Chairman to
ensure that no one individua! has unfettered
powers of decision making.

Non-executive employee directors

The non-executive employee directors are
appeinted from the workforce to contribute an
employee perspective to Board discussions.
This is a key element of the Board's approach
0 employee engagement.
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Board meetings and attendance

During 2021, the Board held six scheduled meetings. Additional ad hoc meetings are held as
required. Attendance of the directors at Board and committee meetings is shown below; the
maximum number o meetings a director could attend is in brackets.

Audit and

Risk Remuneration Nomination

Board Commlttee Committee Commilttee

Sir lan Powell! 6(6) nia nfa 3{3}
Jon Lewis 6(6) n/a nla n/a
Tim Weller? 4(4) nfa n/a na
David Lowden? B(6) B{7} 4(5) 3(3)
Maithew Lester 6(6) 77 5(5) 3(3)
John Cresswell 6{6) 7(7) 5(5) 3(3)
Georgina Harvey 8(6) 7{7) 5(5) 3(3)
Neelam Dhawan 5(5) 6(6) 3(3) 2(2)
Lyndsay Browne 5(6) n/a 5(5) nfa
Joseph Murphy 6(8) 7(7) n/a n/a
Gordon Boyd? 2(2) nia nfa nfa
Gillian Sheldon’ (1) o(1) 2(2) 11
Andrew Williams* 2(2) 2(3) 2(2) 2{2)
Baroness Lucy Neville-Rolfe? 5(6) 7(7} 3(5) 3(3)

. Sir fan Powall is not & mamrber of the Audit and Risk or Remuneration commnttees. but was nvited to, and attended, a majority of the meatings.

1
2. Tim Weller was appointed to and Gordon Boyd resigned from the Board on 12 May 2021,
3

. David Lowden was unzhle o attend a mesting of the Audit and Risk Commiltee and the Remuneration Committee beld on the same date, dua
1o & pre-sxisting commitment.

4. Gilian Sheldon, Andrew W liams and Baronass Lucy Neville-Rolte resigned from. the Board on 28 February, 10 May and 14 Decamber 2021
respactively.

Meetings held outside the normal scheduie need to be flexible and are often held by telephone or
video-conference.

Any director's absence from Board or committee meeting s was previously agreed with the
Chairman of the Board or relevant committee and the CEQ.

During 2021, 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.

[ Capita pic
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« The non-executive directors met without executive directors.
- The non-executive directors met without the Chairman, led by the SiD.

Board leadership

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

Sir fan as Chairman and David Lowden as SID have held meetings comprising solely the non-
executive diractors. David also met with the non-executive directors without Sir lan. Both Sir lan
and David are available to meet with significant sharehoiders when requested.

Governance and strategy

The Group recognises the contribution made by good governance 1o the Company’s success and
changes made at both Board and Executive Committee level demonstrate the importance of
embedding 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 Arnual Report.

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

Section 172 of the Companies Act 2006 requires directors to act in a way they consider, in good
faith, would be most likely to promote the success of the Company for the beneiit of shargholders
as a whaole. In doing so, 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 to foster busingss relationships with suppliers, clients and others

« the impact of the Company’s operations on the community and the environment

the desirability of the Company mainiaining & reputation for high stardards of business conduct
- the need to act fairly towards al shareholders of the Company.

The Board determines the sirategic objectives and poicies 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 responsible for the success of the Company

and directors’ roles are set out above. Following presentations by executive and divisional
management, and a disciplined process of review and challenge by the Board, clear decisions on
policy or strategy are adopted, and the executive management are fully empowered to implement
those decisions.
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Stakeholder interests and the matters listed above are factored into all Board discussions and
decisions. For more information, ptease refer 1o the section 172 statement on page 41.

Board independence

Non-executive directors are required to be independent in character and judgement. Ali
relationships that may interfere materially with this judgement are disclosed as required under the
conflicts of interest policy (see page 75). The Board has determined that, except for the employee
non-executive directars, 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.

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 as the Group progresses, following its multi-year transformation.

The Board belisves that each of the non-executives has retained independence of character and
judgement and has not formed associations with managernent 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 for any director requires disclosure (see page 75).

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 leadership of the Group,
setting the Group’s purpose, values and strategy, and monitoring alignment with culture.

- Structure and capital, inciuding changes relating to the Group’s capita 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, inciuding the approval of the Anrual Repart, falf-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 appstite
and monitoring aggregate risk exposures.

+ Contracts, including approval of all major capitai projects and major investments.

+ Ensuring satisfactory communication with shareholders.

- Capita plc
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+ Board membership and other appointments, including changes to the structure, size and
composition of the Board, and succession planning for the Board and senior management.

Board of directors’ induction and training

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

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

- Meetings with the externa! auditor, lawyers, brolers and relevant operational and functional senior
management.

- Board procedures, including meeting protocols, committee activities and terms of reference, and
matters reserved for the Board.

+ Overviews of the business via monthly performance review reports.
- The Group approach to risk management.

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

Tailored induction programmes were prepared for Tim Weller as CFO, David Lowden, Neglam
Dhawan and Nneka Abulokwe to ensure they were properly eguipped to fulfil their roles.

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 committess of the Board at the Group’s
expense. The previously separate roles of Chief General Counsel and Group Company Secretary
were combined in the appointment of Claire Denton as Chief General Counsel and Graup Company
Secretary on 1 March 2022. Claire is available to all directors and is responsible for ensuring that all
Board procedures are complied with. Claire has direct access and responsibility to the chairs of the
standing committees and open access 10 all directors, and has been appointed as Secretary tc the
Audit and Risk, Remuneration, and Nomination committees.

Claire will meset regularly with the Chairman of the Board and the Chairs of the Audit and Risk, and
Remuneration committees, and brief them on areas of governance and committee reguiremants.
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Shareholder engagement

There is an active engagement programme with the Company’s investors. The executive directors Principal decisions
meet regularly with institutional investors to discuss and obtain feedback on the business, Impact on Jang-term
performance, strategy and corporate governance, and address any issues of concern. This is Principal decision® sustainable success Stakcholder considerations Further details
:Dﬂmwgmxmﬂ wj—‘OC@j a Oogd_jmn_o_\d of ﬂoQO_JOEm_ @ﬂOCU or OJ@n#O:Oﬂm Emmﬂ_jcm NDQ mﬁmmjﬂm—:_ﬂm ﬂmm::‘nn:_‘.—:m of Growth: the _-_-"D_.m._ streamiined Qur UQOU_QU Q@O.W_DD.:N_Q high impact People seclion
at investor conferences. The Chairman aiso met with ex.sting institutional sharehoiders throughout aperating model: vl sinuclure was designed (o help - on workiorce - wellbeing and mental on page 35
' ' eifect Irom 2 August tha Group focus on distingt health needed continued support against
the year. 2024, the Group was growlh markeis and simplity the background of the ongoing pandemic
The Chair of the Remuneration Committee engaged with shareholders to discuss remuneration ﬁﬂﬁ%w% oﬁ:_a @ m”_o_““wﬂ_.m__uﬂwwgﬂ_m was s mﬁﬂwﬁﬁﬂmﬁﬁwmﬂ_%ﬁ%_:w
ahead Q Em 2021 AGM. ._.j.m _3<mm5ﬁ relations team .:mw day-to-day ﬂm.mUOJ.m_U___J\ for structure comprising large-scale recrganisation organigalional struclure makas it casier
managing investor communications and always acts in close consultation with the Board. Alf thwee divisions, Public  which could have negatvely for our investors o understand and
members of the Board, inciuding the non-executive directors, receive a report on any significant Service. Experience impacted staff engagement analyse Group activities.
discussions with sharehotders and ancnymous feedback that follows the annual and haif-yearly mmm_wm:wo_.o‘ m.%_uo:wg m:ﬂ “maj.:om Io%_w_%_ _; was
. . N . . . N dfed Services an well recened gverall and
uﬂmm,m_,_”mﬁ_o:.w to invastment m:m_ﬁm and _:m:ﬂcﬂ_o:m.__ 5<mm.8ﬂm. Analyst reports nosoms_:@ ‘ unctione. sositions the Group for its
Capita are circulated to the directors and the Board is kept informed of changes in the share register. arowlh strateny.
Shareholder 3@0.:3@& Net zero: approval of Strategy: the approach Society: addrassing climate-relaled Principal rgks
) e an ambitious roadmap,  adopied 15 line with issues i3 akey stakehokder concarm and  seclion an
Shareholders are normafly encouraged 1o attend the AGM but, due to Covid-19 restrictions, underpinned by govermiment requirements for - the Group's commitment tonet zero by page 53
shareholder meetings in 2021 were held as closed meetings and a question and answer factity was science-based targets,  siralegic suppliers. 2035 demonstrates that we recognise
made available to shareholders on the Company’s website. Information for shareholders is avaiiable Mwmw_ﬁwmmmﬁ_ﬂo% Mﬁmﬂﬁ_ﬂ_ﬂwqﬁm oo m_qo,z“ﬂa are wiling 1o take the necessary
; . . . . R % 5 S Dy zn! ad 35 i £ .
on the Company’s website www .capita.com. The non-exacutive directors are normally available fo 2035. Capita's principal nisks.

meet with shareholcers to understand their views more fully. The Chairman is normally available to
meet with Capita’s significant shareholders. Directors, including chairs of the various committess,
are normally present at the AGM, subject to Covid-19 restrictions, t¢ answer any guestions.

Princinal decstons are those that ate matenal to he Gioup andfor sionificant (o any of oot woy sakeholdst groups
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Shareholder communications

In addition to the AGM, shareholders can access up-to-date information through the Group’s
website at www.capita.com. Sharehclders can also view their holdings by using the Signal shares
sharehoider portal, a service offered by Link Asset Services, the Group's registrar, at
www.capitashares.co.uk. The Signal shares portal is an online service enabling shareholders

to quickly and easily access and maintain their shareholding online. Shareholders can also contact
Link by email at enguiries @linkgroup.co.uk. Link also provides a telephone helpling, 0371 664
0300, calls are charged at the standard geographic rate and wilt vary by provider. Calis outside the
United Kingdom will be charged at the applicable international rate. Lines are open between
9.00am and 5.30pm, Monday ¥ Friday, excluding public holidays in England and Wales.

Business relationships

Details regarding relationships with suppliers, clients and others, together with further cross-
references, are provided in the section 172 statement on page 40.

Remuneration Committee

Details of the Remuneration Committes and its activities are given in the directors’ remunaration
report on pages 96 to 119.

Risk management and internal control

The Board monitors the Company’s risk management and internal control systems and carries out
an annual review of their effectiveness. The Audit and Risk Committee report contains further
details. The monitering and review includes all material controls, including financial, operational and
compliance controls. This process is regulariy reviewed by the Board. The Group’s key internal
control procedures are fully documented within the strategic report on pages 53 o 55.

Furthermore, through the operation of the risk governance process, the directors confirm, for the
purposes of provision 28 of the Code, that they have carried out a robust assessment of the
principal risks facing the Group, including those that would threaten its business model, future
performance, sclvency or liquigity. A description of those risks, together with how they are being
managed or mitigated, is set out on pages 56 to 61.

Other statutory and regulatory information

Strategic report

The Company is required to prepare a fair review of the business of the Group during the financial
vear ended 31 December 2021 and of the position of the Group at the end of the financial year, and
a description of the principal risks and uncertainties facing the Group (known as a ‘strategic report’).
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The purpose of the strategic report is to enable shareholders 1o assess how the directors have
performed their duty under section 172 of the Companies Act 2006 (duty to promote the success of
the Company). The information that fulfils the requirements of the strategic report can be found on
pages 1 to 62. Details of the Group’s business goals, strategy and model are on pages 210 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 (DTRs) is set out on pages 69 to 82.

Management report
For the purposes of Rule 4.1.5R(2) and Rule 4.1.8R of the DTRs, this directors’ report and the
strategic report on pages 1 t0 62 comprise the management report.

Post-balance sheet events
The following events accuwrred after 31 December 2021 and before the approval of these
consolidated financial statements but have not resulted in adjustments to the 2021 financial results:

Disposal of AMT Sybex: the disposal of the AMT Sybex software busingss to Jonas Computing
(UK) Limited completed on 1 January 2022. Cash proceeds of £23.0m were received on
completion, which included the settlement of intercompany batances owed by AMT Sybex to the
Group of £12.8m. Following an impairment of assets in 2021 based on the expecied fair value less
cost of disposal of the business, net assets of £17.7m were dispased of on completion. Total costs
of disposal are estimated to e £3.4m, of which £1.7m were recognised at 31 December 2021.
Patential additional cansideration of up lo £17m is payable to Capita over 24 months, subject 1o
certain conditions.

Disposal of Secure Solutions and Services: the disposal of the 335 business to NEC Software
Solutions UK completed on 3 January 2022. Cash proceeds of £72.0m were receivad on
completion, which included the settlement of intercompany balances owed by 35S to the Group of
£41.8m. Net liabilities of £0.3m were disposed of, and total disposal costs are estimated t¢ be £4.2m
(of which £2.9m were recognised at 31 December 2021). Consequently, we expect to record a fotal
gain on disposal of approximately £26.3m.

Disposal of Trustmarque: the disposal of the Trustmarque business to One Equity Pariners was
announced on 28 January 2022 for £11.1m on & cash free, debt free basis, and the Group expescis
to receive net proceeds of ¢.£115m at completion. Additional consideration of ¢.£3m is payable to
Capita contingent on certain future events.
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Election to apply FRS 101 - reduced disclosure framework

The Parent Company continues to apply UK GAAP in the preparation of its individual financial
statements in accordance with FRS 101 and these are contained in section 7 of the financial
staternents on pages 204 1o 217. FRS 101 applies IFRS as adopted by the UK with certain
disclosure axempticns. No objections have been received from shareholders.

Appointment, reappointment and removal of directors

Directors are appointed and may be remaved in agcordance with the Articles of Association
(Artictes) 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-electian thereafter. A resolution to re-elect each director will therefore be proposed at
the AGM on 10 May 2022,

No person, other than a director retiring at the meeting, shali be appointed or reappointed a director
of the Company at any general meeting unless they are recommended by the directors.

No person, other than a director retiring at & general meeting as set out above, shall be appointed
or reappointed unless between seven and 35 days’ noticz, executed by a member qualified to vote
on the appeintment or reappointment, has been given to the Gompany of the intention to propose
that person for appcintment or reappointment, together with notice exacuted by that person of his/
her willingness to be appointed or reappointed.

Group activities

Capita is a purpose-led and responsibie business which exists to create better outcomes for all its
stakeholders. Our srategy is to simplify and strengthen in order to succeed. Capita’s business
model is based upo being a consulting, transformation and digital services organisation.

We deliver innovative solutions to simplify the connectiors between businesses and customers,
and between government and citizens. We partner with clients to transform their businesses and
services. A review of the development of the Group and its business activities during the year is
contained in the stretegic repart on pages 1 to 62. The operational and financiat performance of its
divisions are detailed on pages 16 to 25.

Results and dividends

The Group’'s reported profit before tax amounted to £285.6m from continued operations (2020
£49 4m loss). As previously announced, the directors do 3ot recommend the payment of a final
divitend {2020: nii). The ota) dividend for the year was nil (2020: nil). The employee benetit trust,
which holds shares for the purpose of satisfying empioyes share scheme awards, has waived its
nght to receive future dividends on shares held within the trust.

erpurate -
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Conflicts of interest

Under the Companies Act 2006, directors are under an ¢hligation to avoid situations in which their
interests can or de contlict, or may possibly conflict, with those of the Company. A policy and
procedures are in place for identifying, disclosing, evaluating and managing conflicts so that Board
decisions are not compromised by a conflicted director. The Company’s Articles 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.

Alt conflicts of interest are reviewed 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.

Major shareholders

At 31 December 2021, the Company had received notifications in accordance with the DTRs that
the followsng were interested in the Company’s shares:

% of
voting rights at

Number of 31 December Number of Number of
Shareholder shares 2021 shares direet shares indirect
Schroders ple 309,357,054 18.37 - 308,357,054
RWC Asset Managerent LLP 269,397,808 1529 268,357,809 -
Marathen Asset MGMT Limited 126,900,867 7.53 - 126,800,867
River and Mercantile Asset Management
LLP 85,986,707 5.15 85,986,707 -
Veritas Asset Management LLP? 83,131,892 4.98 - 83,131,892
Ninety One UK Limited 76,779,117 4.60 — 76,779,117
BlackRock Inc. 74,230,358 445 - 74,230,358
Invesco Lid 70,883,236 4.24 - 70,883,236
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

1. Includas the holding of Veritas Funds PLC.

On 24 Janvary 2022, notification in accardance with the DTRs was received from Schroders ple that it held incirectly 303,103,914 shares, being
17.99% of voting rights. On 24 February 2022, notification n accordance with the DTRs was received from River and Mercantile Asset
Managemesnt LLP that it held directly 12 087,565 shares, being 0.72% of voling rights At 4 March 2022, no further notifications had been received
under the DTRs in relation to interests in the Cormpany's shares.
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Directors’ interests
Details of directors’ interests in the share capital of the Company are listed on page 114.

Share capital
At 4 March 2022, the number of ordinary shares of 2'4sp each inissue, fully paid up and quoted on
the London Stock Exchange is detailed in the table below:

% of issued
share capltal

Number of
shares

Issued shares 1,684,273,523

Treasury shares 0

Total voting rights 1,684 273,523

Empioyee Benefit Trust (EBT) shares’ 17,398,355 1.03%

1 Shares held in the Employoe Benefit Trust are used for satstying employee share options

During the year ended 31 December 2021, 13,000,000 new ordinary shares were issued, and
options exercised pursuant to the Company’s share schemes were satisfied by the transfer of
shares from treasury (2,299,955 shares} and the EBT (7,560,173 shares). 672,214 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 2021 was 36.5p. The highest share price in the year was 55.98p
and the lowest was 31.85p.

The Company renewed its authority to repurchase up to 10% of its own issued share capital at the
AGM in May 2021. During the year, the Company did not purchase any shares (2020: nif).

Viability statement

This statement is detailed in full on page 62. The directors have assessed the viability of the Group
over the three-year period to 31 December 2024, taking into account the Group’s current position
and the potential impact of the principai risks set out in the strategic report. Based on this
assessment, the directors have a reasonable expectation that the Group and Parent Company

will be able to continue in operation and meet their liabifities as they fall due over the period of the
viability assessment.
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Going concern

The Group's business activities, together with the faciors likely to affect its future development,
performance and position are set out in the strategic report on pages 1 to 62. The financial position
of the Group, its cash flows, liquidity position and borrowing facilities are described on pages 26 to
34. In addition, section 4 in the financial statements on pages 179 to 192 includes the Group's
ohjectives, policies and processes for managing its capital, its financial risk management
objectives, detaiis of its financial instruments and hedging activities, and its exposuras to credit
risk and Equidity risk.

In determining the appropriate basis of preparation of the financial statements for the year ending
31 December 2021, the directors are required to consider whether the Group can continug in
operational existence for the foreseeable future, being a period of at least 12 months from the date
of approval of the financial statements.

The Board monitors closely the Group's funding position throughout the year, inciuding monitoring
compliance with covenants and available facilities to ensure it has sufficient headroormn to fund
operations. In addition, to support the going concern assumption, the Board conducts a robust
assessment of the Group's financial projections for the foreseeable future, considering also the
committed facilities available to the Group. The Board has considered risks 1o the projections under
a severe but plausible downside. This includes adverse impacts arising from potential execution
challenges or financial exposures on customer contracts and the ongoing uncertainties arising in
the post-pandemic recovery period.

To mitigate these, the Board is focused on introducing significant new funds to the Group via a
continuation of the approved disposal programme and refinancing of debt maturities, including the
Group’s RCF which matures in August 2023. The Group has a strong track record of executing
major planned disposals and a successiul history of securing effective refinancing. Therefore, after
careful consideration and reflecting aisc the Board’s confidence in the transformation, the Board
has concluded that the Group and Parent Company will continue to have adeguate financial
resources o discharge their liabilities as they fall due gver the going concern assessment peariod.

Accordingly, the directors have formed the judgement that it is appropriate to prepare the
consolidated financial statements on the gaing concern basis. The Board's assessment is set out in
more detall in Section 1 of the consolidated financial statements.
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Auditor review

The auditor has reviewed:

+ the statements regarding going concern (see page 76)

the longer-term viakility statement (see page 62)

those parts of the statement of compliance with the Code relating to:

—directors’ and auditor's responsibilities
—the *fair, balanced and understandabie’ statement

--confirmation of robust risk assessment, and monitoring and review of effectiveness of risk
management and internal control systems

—~Audit and Risk Committee composition, role and responsibilities.
Further details are in the auditor's report {on pages 120 to 132}

Disabled persons

As part of the Group's commitment to create a workplace that fully reflects the diversity of the
communities we Serve, and a warking environment in which no one feels excluded, fuil
consideration is given to all suitable applications for employment regardless of a candidate’s
disability, age, gender, religion or belief, sexual orientation or race. Colleagues who declare a
disability are supported with reascnabie adjustments made throughout the hiring process, the
workplace or job content so no opportunity, including career development, is inaccessible.
Opportunities also exist for employees of the Group who bzcome disabled to continue in their
employment with any reasonable adjustments being made or to be retrained for other positions in
the Group. Demonstrating our commitrment to ensure that both applicants and colieagues with
disahilties and those with long-term health conditions have the opportunity to fulfil their potential
and realise their aspirations, the Group became a Disability Confident Employer (Level 2) on 7
December 2021. Further the Group will be submitting the submission for Level 3 status — Disability
Confident Leader — in early 2022.

' Corporate
' governance
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The Board is focused on introducing significant
new funds to the Group via a continuation of the
approved disposal programme and refinancing of
debt maturities, including the Group's RC¥F which
matures in August 2023.

Employee development and engagement

Actions taken during the year regarding the consultation of and provision of information to UK
employees are described in the pecple section on pages 35 to 39, Communication with employaes
in relation to Capita’s financial performance is detailed in the remuneration report on page 100.

Capita has an established UK employee share purchase plan designed to promote employee share
ownership and to give employees the opportunity 10 participate in the future success of the
Company. An international share incentive plan is available to employees in Ireland.

Further information cn employee development, consultation and engagement is included in the
people and responsible business sections on pages 35 to 3¢ and 42 to 42 and the section 172
statement on pages 40 and 41.

Political donations
The Group did not make any pelitical donations or incur any political expenditure during the year
(2020: nil).

Greenhouse gas ermissions
Details of the Group’s greenhouse gas (GHG) emissions, including metrics and methodology, are
set out in the table an page 78 and on page 47 of the strategic report.
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GHG emissions (tCO.e) and energy use (kWh) for period 1 January 2021 to 31 December 2021

Period

Current reporting year 2021 Comparison reporting year 2020
Global Globat
UK and {excluding UK UK and {excluding UK

Region offshore and offshore) Total offshore and oftshare) Total
Energy used to calculate emissions (kWh)
Gas and fuel 63.491,651 1,726,618 65,218,269 73,668,847 1,871,964 75,546,811
Electricity and district heat 80,477,379 26,513,142 106,990,520 51,491,440 16,112,463 07,603,902
Business fravel. cars 12,502,976 2,271,999 14,774,974 46,912.511 3,351,543 50,264,055
Total energy used (kWh) 156,472,005 30,511,758 186,983,763 202.072,798 21,335,969 223,408,768
% of total energy used 84% 16% 100% 90% 10% 100%
Emisstons from combustion of gas and fuel far heating tCQ.e (Scepe 1) 11,318 320 11,639 15,524 592 16,186
Emissians from combustion of fuel in company vehicles tCOze (Scope 1) 1,845 71 1,916 1,685 86 1,782
Emissions from fugilive refrigerant gas (CQOqe (Scope 1) 1,466 0 1,466 1,011 8] 1,011
Emissions from purchased district heat 1CO:e {Scope 2) 40 157 198 45 137 181
Emissions from purchased electricity {location-based) tCO.e (Scope 2} 17,038 65,853 23,891 18,939 2,239 28,178
Emissions from purchased electricity (market-based) 1CO;ze {Scope 2) 2,196 8,132 10,328 12,513 11,009 23,552
Emissions from business mileage, air, rail, tube, tram and light rail, taxi, bus, coach, ferry hotel, waste. tCO,e {Scope 3) 3,860 640 4,500 6,829 1,052 7,881
Total gross tCO,e Scope 1 and 2 (location based) 31,708 7,401 39,109 37284 10,055 47,338
Total gross tCO,e emissions {location based) 35,568 8,042 43,609 44113 11,107 55,220
Total gross tCO.e emissions {market based) 20,686 9,163 29,849 37,643 12.740 50,383

Intensity ratio: gross Scope 1 and 2 tCOge (focation-based] per £1m turnover 91.708/58Tm 7401/£1m 39,108/¢1m

UK revenue overseas total revenue
2021 revenue 2021 2021 1.2 3.0 14,2
Intensity ratio: tCQO.e gross Scope 1 and 2 (lecation-based) per headaount 0.91 0.39 0.73 1.4 0.54 0.85

Methodology: Carbon emissions have been calculzted following the GHG protocol using the operational control approach. Estimated energy figures have been used for buildings where direct meter data is not available, using Cibse guide F benchmarks {or
previous years' consumption outside UK if available). Any fuel figures provided in litres have been converted into kWh or 1C0we using Gov. UK and Defra conversion tables. Mileage provided has been converted into tC0Oxe using Delra conversions for the
relevant engine size and fuel type. kKWh figures for air, rafl, taxi and other public transport nave been omitted as not practical 1o convert from passenger km or passenger fares but CO.e emissions have been calculated using Defra conversion factors.

Scope 1, Scope 2 and Scope 3 business travel are verified to ISAE 3000 by Corporate Citizenship ISAE 3000 ISAE 3000 ISAE 3000 ISAE 3000 ISAE 3000 ISAE 3000
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Energy efficiency action 2021

We invested in energy-efficiency measures across our estate and achieved significant emissions
reductions in 2021.

Building plant upgrades and initiatives 1{CO:e reductian per annum

Replacement LED light ng saving 651
Replacement chiliers ad air-conditioning units 2076
Replacement of pumps and ventilation fans with high-etficiency units 51.5
Upgraded buiiding management controls saving 2.4
Insulation 38.2
Replacement heating p ant 5.3
Total 1CO,e reduction 378.1

Qur virtual meetings initiative resulted in further reductions in business travel GO, egquivalent
emissions reductior s although emissions began to climb in Q4 of 2021 but still 75% lower than
pre-pandemic. We have set 2035 net zerc targets to aug nent our short-term 1.5°C science-based
targets for greenhouse gas reduction. This target covers our full value chain and is being evaluated
by the SBTi. For 2022 our divisional executive officers have been tasked by the CEO to set net zero

targets for their funciions and businesses to drive progress against our net zero milestones and plan.

Financial instruments

The main financial risks the Group is exposed to are: insufticient liquidity; significant increases in
interest rates; adverse movements in foreign exchange retes; and the insolvency of debtors (credit
risk). The managemeant of each, and the reiated financial nstruments, are described balow.

LigLidity remains a key area of focus. The Group’s policy is to hold cash and undrawn committed
facilities at a level sufficient to fund the Group's operations and its medium-term plans. The Group
manitors the risk of £ liquidity shortage through its business plan and liquidity cycie forecasts and
analysis. The process considers the maturity of both the Group’s financial instruments and the
forecast cash flows f-om operations. The Group maintains a balance between continuity of funding
and flexibility through the use or availabifity of multiple sources of funding. To mitigate the risk of
needing to refinance in challenging conditions, these have been arranged with a spread of
maturities to Novemt er 2027

The financial instrumants providing core funding include US private placement loan notes, euro
fixed-rate bearer notes, and a euro Schutdschein loan (private placement loan notes).

The Group’s committzd bank facilities provide liquidity for -he cash fluctuations of the business
cycle and an allowance for contingencies. The Group does not rely on sources of funding that are
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not contractually committed. The bank facilities and private placement foan notes all include
provisions that would require repayment in the event of a change of control, which are typical of
these arrangements.

The current RCF expires on 31 August 2022 and a Forward Start RCF is in place that will cover the
year to 31 August 2023. The RCF was £40m drawn at 31 December 2021 {31 December 2020:
undrawn).

The size of the available commitment will be right-sized each time the Group either refinances,
raises funds through disposals, or raises equity. Both the current RCF and the Forward Start RCF
include mandatory cancellation mechanisms that determing the amount of the ¢ancellation in each
case. The RCF commitment was £385.7m at 31 December 2021 (£452.0m at 31 December 2020).
The RCF was reduced to £377.5m on 7 January 2022 following receipt of proceeds from disposals.
The Forward Start RCF commitment is £300m and is also subject to partiai mandatory
canceliations upon the oceurrence of the above events, should a threshold of aggregate receipts be
reached. The commitments under both facilities are subject o a minimum value of £225m
regardless of the quantum of receipts.

In addition to the RCF, at the start of 2021 the Group heid £150m in committed bank backstop
bridge tacilities, which were cancelled or 1 February 2021 with the receipt of disposal proceeds.

In March 2022 the Group executed with one of its relationship banks a cammitied backstop bridge
facility. The faclity provides £70m of additional liquidity and it incorporates provisions such that it
will be cancelled or will partially reduce in quantum as a consequence of specified transactions,
including on completion of the announced disposal of Trustmarque. The committed facility has an
expiry date of 31 August 2023 with an option for a further one year extension at the option of the
lender. The facility is subject to covenants, which are the same as the RCF. Finally, certain property
and assets used in the Group's operations are funded by lease arrangements. From time 1o time,
the Group may act as lessor 1o third parties.

Various other financial instruments, such as trade debtors and trade creditors, arise directly from
the Group’s operations. In respect of tradle creditors, the Group’s standard supplier payment terms
are 1o 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 customers are offered credit terms that are consistent with market practice. The Group
uses a non-recourse invoice discounting facility to mitigate the risk of fate customer payment. The
value of invoices sold under the arrangement at 31 December 2021 was £3.9m (2020: £13.6mj.

n addition, the Group's Germar busingss uses an invoice discourting arrangement relating to a
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specific customer contract, and the value of invoices sold under that arrangement at 31 December
2021 was £12.5m (2020: £8.5m). The Group aims o pay its suppliers on time in accordance

with agreed terms and does not seek 10 accelerate payments from customers beyond terms
previously agreed.

As set out in note 6.2 (contingent liabilities), the Group has provided, through the normal course of
its business, £28.7m letters of cradit, performance bonds and guaraniees {2020: £55.8m) — £11.6m
of these were issued by our banks and, within this group, some are subject to security terms wherg
the bank can demand cash collatera! in the avent the guarantee facility is cancelled.

Exposure to movements in interest rates and foreign exchange rates arise through the Group’s
operations and where financial instruments are transacted at floating rates of interest or in non-
operational currencies. These exposures are managed through derivative transactions, primarily
interest rate swaps, cross-currency interest rate swaps and forwarct foreign exchange contracts.
Some of the exposure to movements in the GBP-EUR exchange rate is hedged through borrowings
in EUR.

The Group is not genarally exposed to significant foreign currency transaction risk. The principal
exceptions relate to service delivery based in India, and committed costs relating to the purchase of
cloud software services in USD. Thase exposures are managed through forward foreign exchange
contracts, including non-deliverable forward contracts, which fix the GBP cost of highly probable
forecast transactions denominated in INR and USD. Further Getalls of the Group’s financial
instruments can be found in note 4.2 to the consolidaied financial statements on pages 181 to 184.

In respect of credit risk, the Group trades anly with parties that are expected to be creditworthy. It is
the Group’s policy that ail clients who wish to trade on credit terms are subject to credit veriiication
procedures. In addition, receivable balances are menitored on an ongoing basis with the resuit that
the Group's exposure 1o bad debt is not significant. Credit risk also arises from financial assets such
as cash, deposits, and the mark-to-market value of derivative instruments where positive. The risk
of default is managed by limits on the exposure to any counterparty, and with reference to the public
ratings of each.

Directors’ indemnities

As permittad by its Articles, the Comparny has indemnified each director in respect of certain
liabilities and costs they might incur in the execution 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 to remain in force, The directors’ indemnities will be available for
inspection at the AGM together with directors’ service contracts.

Corporate
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Powers of directors

The business of the Company is managed by the directors who are subject to the provisions of the
Companies Act 2008, the Articles of the Company and any directions given by special resclution,
including the: Company’s power to repurchase its own shares.

The Company’s Articles may only be amended by a special resolution of the Company’s
shareholders.

Change of control

Allthe Company's share schemes contain provisions in relation to a change of control. Cutstanding
options and awards would normally vest and become exercisabie on a change of control, subject to
the satistaction of any performance conditions at that time.

Capita has borrowing facifities provided by banks and has issued loan notes to financial investors.
The borrowing facilities contain change of control pravisions under which the banks may require
immediate repayment in fult on a change of control of Capita plc. The ioan notes issued by Capita
contain similar change of contral provisions which are likely to require the Group to cifer to prepay
the notes in full if there is a change in control of Cagita plc.

There are a number of significant ciient agreements which contain provisions reiating to change
of control, which in some cases could present & right of termination of the contract.

Rights and restrictions attaching to shares

Under the Company’s Articles, holders of ardinary shares are entitled to participate in the receipt
of dividends pro rata to their holding. The Board may propose and pay an interim dividend and
recommend a final dividend in respect of any accounting period out of the profits available for
distribution under English law. A final dividend may be declared by the shareholders in general
meeting by ordinary resoiution, but no dividend may be declared in excess of the amcunt
recommended by the Board.

At any general meeting, a resoiution put to vote shall be decided on a poll, and every member who
is present in person or by proxy shall have one vote for every share of which they are the hoider.

No person holds securities in the Company carnrying spacial rights with regard to controf of the
Company. The Company is not aware of any agreements hetween holders of securities that may
result in restrictions on the transfer of securities or on voting rights.

Restrictions on transfer of shares

The Company's Articles allow directors 1o, 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 ransfer by a recognised person where a certificate has not been issued in respect of
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the share) is accompanied by ihe certificate for the share to which it relates and such other
evidence as the directors may reasonably require to show the right of the transferor to make
the fransfer. They may also refuse to register any such transfer where it is in favour of more than
four transterees or in respect of more than one ¢lass of shares.

The directors may refuse 1o register a transfer of a share in uncertificated form in any case where
the Company is entitled to refuse (gr is exempted from the reguirement) under the
Uncertificated Securities Regulations to register the transier.

Annual genetal meeting

The 2022 AGM of the Company will be held at Linklaters LLP, One Silk Street, London EC2Y 8HQ
on 10 May 2022. Details of the meeting format and the resolutions to be proposed are set out in the
Notice of Meeting, which is sent to shareholders with the 2021 Annual Report and includes notes
explaining the business to be transacted. The Notice of Mesting is also avaiiable on the Company’s
website at www.capita.com.

In May 2021, shareholders granted autherity for the Company to purchase up to 166,888,334
ordinary shares. This autharity will expire at the conclusion of the 2022 AGM. No shares were

purchased during 2021. A resolution to renew this authority will be put to shareholders at the
2022 AGM.

The directors consider that each of the resolutions is in the best interests of the Gompany and the
shareholders as a whole, and recornmend that shareholders vote in favour of all of the resolutions.

For other general meetings the notice given would be 14 clear working days.

Cross-references
Far the purposes of LR 9.8.4R, the following information is located as set out below:

Listing Rule Subject Page no.
§.8.4 (1} Capitalisation of interest 187
9.84 (12-13) Sharehoider waiver of dividends 75

Directors’ responsibilities in respect of the Annual Report and the financial
statements

The directors are responsible for preparing the Annua! Report and the Group and Parent Company
financial statements, in accordance with applicable law and regulations.

Company taw requires the directors to prepare Group and Parent Company financial statements for
each financial year. Under that law they are required to prepare the Group financial statements
in accordance with international accounting standards in confarmity with the requirements of the
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Companies Act 2006 and in accordance with UK-adopted international financial reporting
standards {IFRSs) and the Disclosure Guidance and Transparency Rules of the UK’s Financial
Conduct Authority, and have elected to prepare the Parent Company financial statements

in accordance with UK Accounting Standards and applicabie law (UK Generally Accepted
Accounting Practice) including FRS 101 Reduced Disciosure Framework.

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

+ Select suitable accounting policies and then apply them consistently.
- Make judgements and estimates that are reascnable and prudent.

- State, for the Group financia statements, whether they have been prepared in accordance with
UK-adopted IFRSs.

+ State, for the Parent Company financial staiements, whether applicable UK Accounting Standards
have been followed, subject to any material departures disclosed and explained in the Parent
Company financial statements.

+ Assess the Group and Parent Company’s ability to continue as a geing concern, disclosing, as
applicable, matters related to going concern.

Use the going concern basis of accounting unless they intend either to liguidate the Group or the
Parent Company or to cease operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the Parent Company's fransactions and disclose with reasenable accuracy at any time
the financial position of the Parent Company and enable them to ensure that its financial statements
comply with the Campanies Act 2006. They are responsibie for such internai control as they
determine is necessary ic enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error, and have general respongibility for taking such steps
as are reasonably open to them to safeguard the assets of the Group and to prevent and detect
fraud and other irregularities.

Under applicable law and regulations, the directors are also responsible for preparing a strategic
report, directors’ report, directors’ remuneration report and corpgrate governance statement that
comply with that law and those regulations.

The directors are respansible for the maintenance and integrity of the corporate and financial
information included on the Company’s website. Legisiation in the UK governing the preparation
and dissemination of financial statements may differ from legislation in other jurisdictions.
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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 set of accounting standards,
give a true and fair view of the assets, liabilities, financial position, and profit or 10ss of the
Company and the undertakings included in the consolidation taken as a whole.

+ The strategic report includes a fair review of the develapment and performance of the business
and the position of 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 Accotints, 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 1 t0 119) has been approved by the Boarg.
On behalf of the Board.

Claire Denton

Chief General Counsel and Group Company Secretary
@ March 2022
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Committees

The terms of reference for the Nomination, Remuneration, Audit and Risk, and Disclosure
committees are reviewed annually and updated, where required, to reflect updates in good
governance practices. They are summarised below and the Nomination, Remuneration and
Audit and Risk committee terms of reference are displayed in full in the investor centre at
www.capita.com/investors/corporate-governance, together with a summary of matters reserved

for the Board.

Nomination
Committee

Revmews composition of the Board.

Recommends appointment of new directars,

Considers succession plans tor Board and senior management positions.
Cversees development of diverse pipeline for successian

Audit and Risk Commitiee

Reviews accounting policies and conlents of financial reports

Monitors internal cantrol environment

Cansiders adeguacy. eflectiveness and scope of external and internal audit
programme.

Oversees relationship with external auditor.

Monitors risk profile and obtains assurance that principal risks have been
properly identilied and appropriately managed

Remuneration Commitiee

Sets policy for Board and senigr managerment remuneration,
Approves individual remuneration awards.
Agrees changes to senior executive incentive plans.

Disclosure
Committee

Responsible for the appropriate identification and management of inside
information. inciuding any decision to delay public disclosure.

Capita plc - Corporate
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Membership of the Company’s standing committees at 3t December 2021 is shown below:

Sir lan Poweli

David Lowden

Matthew Lester

Georgina Harvey

John Cresswell

Neelam Dhawan

Lyndsay Browne

Joseph Murphy

{C) Chair

During 2021, the Nomination Committee met three times, the Remuneration Committee five
times and the Audit and Risk Committee seven times. Some directors were unable to attend
certain committee meetings due 0 prior commitments. Attendance of directors at committee
meetings is shown in the table on page 71.




Nomination
Committee report

The committee has focused on
achieving an appropriate balance and
continuity of skills on the Board.

The committee met three times in 2021
and the members’ attendance record is
shown on page 71. The Chief General
Counsel and Group Company Secretary
acts as Secretary to the committee 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 Board in relation
to its activities. It is authorised under its
terms of reference to obtain the advice of
independent search consultants. The
committee’s terms of reference were
reviewed and updated during the year and
can be found on Capita’s website at
www.capita.com/investors/corporate-
governhance,

Responsibilities and activities

Caplta plc - | Corporate
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Sir lan Powell
Chair, Nominaticn
Commitiee

Nomination Committee
time atlocation {%)

3

1 42% Board appoiniments
2 28% Succession planning
3 28% Diversity

4 2% Governance




Nomination Commiltee report
continged

Diversity and inclusion

Capita’s diversity and inclusion policy, which encompasses the Board, is based on a commitment
to creating an environment where diversity is vatued and respected. 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
workforce, including the Board, be representative of the communities in which Capita operates.
Key aims of the policy are to ensure equality, diversity and inclusion in the workplace and to
promote a culture where everyone is treated with respect and dignity.

Further information on actions taken to address diversity, inclusion and wellbeing across the
warkforce is on pages 35 to 39 and 42 to 49 of the strategic report.

Gender and ethnicity balance

Government-backed diversity reviews have recommended FTSE 350 board diversity targets on
gender (33% female representation) and ethnicity (at least one director of colour by the end of
2024). We have made progress on gender and ethnicity talance at both Board and senior
management levels but there is stilt mere to do throughcut the organisation.

AL 31 December 2021, female representation on the Board and among senicr management' was
30% and 33% respectively. However, at 1 March 2022, famale representation on the Board and
among senior management' was 36% and 44% respectively. At 31 December 2021, female
representation amorg senior management' and direct reports was 38%.

At 31 December 2021, ethnicaily diverse representation ¢ the Board and among senior
managaement! was 10% and 8% respectively. However, at 1 March 2022, ethnically diverse
representation was 18% and 22% respectively.

Appointment process

Board appointments are made on merit, taking account of the specific skills, experience,
knowledge and independence needed to ensure a rounded board, and the government-backed
recommendation for 33% female representation on boards. We ensure 40% famale representation
on recruitment shortl sts and, where appropriate, seek to include candidates who may not have
hsted company axperiance but whe possess suitable skills and qualifes. We only engage

executive search firms that have signed up to the voluntary code of conduct on gender diversity
and best practice.

1. Tha 2018 Code defings senior management as the Executive Committee and the Siroup Company Secretary.

- Corporate
_governance

Capita plc
| Annual Report 2021

Skills and experience

In January 2022, a Board skills matrix was debated to assist in ensuring the batance of skills and
experience of the Board matched the future needs of the business.

Succession planning and Board composition

A formal succession framework is in place for the CEOQ, CFG, Executive Committee and the

two management layers beneath. The purpose of the framework is to apply a fair, objective and
consistent methedology to identify future potential career paths for individuals within the Group.
Structured development plans are implemented to support individuals in improving 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 rotes is sufficiently wide and diverse.

The committee aims 1o achieve an appropriate balance and continuity of skills on the Board. The
process for recruiting a permanent CFO focused on the need for a persan with significant finance
and transformation experience, and with the appropriate skiliset and seniority for the role.

Following her appointment by the Department for Work and Pensions 10 lead a review of the state
pension age, Baroness Lucy Neville-Rolfe stepped down from the Board on 14 December 2021.
Leaving the Board would enabie Lucy to devote more time to the review and avoid any possible
perception of a conflict of interest.

The committee was keen to improve further the Board's strength in technoiogy and innovation, and
the appointment of Nneka Abulokwe, who has significant experience of business and technology
innovation, will henefit Capita’s progress as we develop and move forward to execute on aur
growth strategy.

The external search agencies, Odgers Berndtson and Spencer Stuart were used respectively for
the appointments of Tim Weller and Nneka Abulokwe, and those firms have ne other connection
with the Group or individual directors.

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 66.



Continued oversight
in a pivotal year

The committee continues 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 activities of the Group's internal audit
function and its external auditor.

The Audit and Risk Committee’s terms 4 Role and responsibilities
of reference set out in full the role,
responsibilities and authority of the

committee and can be found on the
Company’'s website at www capita.com/
investars/corporategovernance.

The terms of reference are reviewed
annuaily and updated as required.
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Matthew Lester
Chalr, Audit and
Risk Commitiee

Audit and Risk Committee
time affocation (%)

'

1 40% Risk management

2 39% Financial reporting (incl. external audit)
3 9% Internal audit

4 9% Private meelings with audiors

5 3% Governance
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Risk and control framework

The Committee continued to menitar and navigate through the ongeing impact of Covid-18. In
addition, the reorganisation referred to in the CEO report initially presented challenges but
subsequently vielded real opportunities to enhance the effectiveness of risk management at Capita.

During the year, two principal risks were added to the Capita risk profile, around climate change and
the wellbeing, health and safety of cur people, most of whem continued to work from home since
the pandemic began over two years ago.

Further progress was made on standardising some existing financiat processes to drive efficiency
and control improvements and further enhancements are planned for 2022. As in the prior year, a
key contro! questionnaire process was completed across the Group where every business leader
attested to compliance with key contrals. This enables management to focus attention an control
areas that need improvernent. Work is ongoing to implement elements of an enhanced risk and
control framework.

Further detail on the risk management and internal control environment is set out later in this report
an page 94.

Transformation journey

2021 marked the culmination of the Group’s period of corporate transformation. The multi-year
transformation included the finance transformation and development of the Group risk and control
framework. These were disrupted by the pandemic but the committee continued to assess the
framework and its implementation regularly througheut 2021. A decision was taken at the end of the
year to focus on optimising the current finance reporting systems and not migrate to an entirely new
finance system. This followed carefuf consideration by the Board and the committee on investments
made to date and the disruption, effort and cost required to put in place an éffective finance systern
to support the finance transformation. The simplified operating model introduced in August 2021,
the ongoing programme {o rationalise the overly complex legal structure, and commitment from the
Group’s finance reporting system supplier for continued support for existing IT platforms underlie
this decision. It led to an impairment of the previous investments in a new finance reporting system
but the revised pian will expedite completion of the much needed standardisation and autornation of
Capita’s finance processes and a more robust control iramework. Further improvements to the
Group risk and control framework, including financial controls, are planned for 2022, taking into
consideration the Government’s proposed audit and governance reforms, including the potential
adoption of a UK Sa-banes-Oxley regime.
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Cammittee membership and attendance

The committee comprises all the independent non-executive directors and one of the employes
non-executive directors, Joseph Murphy. Although not considered independent under the UK
Corporate Governance Code 2018 (Code), Joseph brings valuabie insights from the employee
perspective into committee discussions and the Board feit that it was importani from an employee
engagement perspective for him formally to be a member of the cemmittee despite his lack of

independence. | am considered 10 have recent and relevant financial experience for the purposes of
the Code.

To encourage effective communication, in addition o the above members, the Board Chairman,
CEQ, CFO, Chief General Counset and Director ¢f Group Finance are invited to attend committee
meetings along with certain members of the senior management team, 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 exdernal audit teams
to meet with the commities 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 externally facilitated Board evaluation (see
page 66 for more information). The Board is satisfied that the combined knowledge and experience
of its members is such that the committee discharges its responsibilities in an effective, informed
and challenging manner and that, as a whole, the committee has competence relevant to the sector
in which the Company operates. The Group Company Secretary, or their nominee, acts as
Secretary to the committee and is available to assist the members of the committee as required,
ensuring that timely and accurate infermation is distributed accordingly.

How the committee operates

The committee has an annual forward agenda to cover the key events in the financial reporting
cycle, specific risk matters idantified by the committee and standing items that the committeg 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
the CFQ, members of the Group Finance team, the Chief General Counsel and the Director of Risk
and Group Internal Audit. Their purpose is 1o identify key issues impacting the business that may
reguire 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 a risk
and accounting perspective as appropriate. Additional reports are provided as may be required.

| report 10 the Board the key matters of discussion and make any significant recommendations

as necessary.
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How the committee discharged its roles and responsibilities in 2021

The committee held seven scheduled meetings during the year and attendance at each meeting is
shown on page 71. Meetings are planned around the Company’s financial calendar.

Financial reporting

Accounting judgements and significant accounting matters

As part of the process of monitoring the integrity of the financial information presented in the
half-year resuits anc the Annual Report and Accounts, the committee reviewed the key accounting
policies and judgements adopted by management o 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 in the tables on pages 89 to 92.

Fair, bafanced and understandable

At the Board’s request, the committee considerad whether the half-year results and the Annual
Report and Accounts were fair, balanced and understandable and whether the information provided
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 financial sections of
the reports o ensure they were consistent and gave a balanced view of the performance of the
business in the year and that appropriate weight was given to both positive and negative aspects.
The committee also considered whether full-year and half-year results announcements were
presented clearly.

The committee considered whether the Annual Report and Accounts enagles readers to
understand the Company's financial position and prospects, as well as assess its going concern
status and fonger-term viability.

Capita plc
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During 2021, the Committee
maintained its oversight of
financial reporting, audit and
visk in a pivoial vear for Capita's
transiormation.”

Communications with the Financial Reporting Council

In September 2021, the Company recaived a letter from the Financial Reporting Councit (FRC)
following its review of the Company’s 2020 Annual Beport and Accounts. The FRC reguested
further information in relaticn to recoverability of investments in subsidiaries and amounts owed by
subsidiaries reported by the Parent Company.

Faolklowing provision of the information requested, the FRC closed its enquiry in November 2021. We
undertook to add further disciosures in relation to the impairment assessment for investments in
subsidiaries and these have been added Note 7.3.4 to the financial statements. Further disclosure
observations made by the FRC were given fuli consideration and additional disclosures are
included in the 2021 Annual Report and Accounts where material or relevant to do so.

The FRC’s review was based on the Annual Report and Accounts and did not benefit from detailed
knowledge of the business or an understanding of the underlying transactions entered into. It was,
however, conducted by FRC staff with an understanding of the relevant fegal and accounting
framework. The review carried out by the FRC provides no assurance that the Annual Report and
Accounts were correct in all material respects; the FRC’s role 1S not to verify the information
provided but to consider compliance with reparting requirements.
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Significant issues in relation to the financial statements considered by the Audit and Risk Committee

Going concern and viability assessment

Matier considered

Consideration of the going concern assumption and viability of the Group and Parent Company is the
responsibility of the Board. The committee conducted an assessment as part of its support rolg, given the
inherent judgements required to assist the Board evaluate the rasilience of the Group. This was a critical area
of focus for the committee, given the transformation and the unparalleled economic uncertainties introduced by
the global pandemic.

Action

The committee considerad the projections within the business plan, agreed by the Board in February 2022, and
the key assumptions underpinning the future cash flow and protit forecasts. The committee received reports
from executive management and KPMG coencerning the going concern and viability assessments, including the
key risks identified. These included details on the key assumptions, the forecasting process including historical
forecasting accuracy, the commitied facilities available, and the mitigations within direct control of the Group.
The committee also considered the risks identified and appraised the sevetity and plausibility of these in setting
the downside scenario (see section 1 to the consolidaled financial statements for details).

As aliernatives to these operational mitigations, and 10 suppart the medium-term resilience of the Group, the
Board had assessed the disposal programme and refinancing agenda. The committee concurred with the
Board that the refinancing and disposal mitigations were preferable to the operational mitigations. The
committeg judged the likelihood of these mitigation actions succeeding by considering the Group’s successfut
track record of executing disposals in recent years and the Group’s history of secuting effective refinancing.
The committee concurred with the Board's agsessment and confidence of the Group's ability to complete the
planned disposals and refinancing agenda. The committee considered these mitigations as applicable both for
the going concern period to August 2023 and the viability period to 31 December 2024.

The committee recognised that any refinancing and future disposals would required third party agreements and
approvals. As these events are outside the direct control of the Company, they may give rise to material
uncertainties. The committee reviewed the disclosures presented in section 1 of the consclidated financial
statements together with the viability statermnent on page 62 to ensure there was sufficient detall provided to
explain the basis of preparation and the Board's conclusion.

Outcome

The committes is satistied that the analysis presented by executive management and KPMG provides enough
detail to allow a robust assessment of relevant risks and mitigations to be undertaken. This supported full
discussion of the severe but piausible downsides and aliowed the committee to recommend to the Board that
the going concern assumption be applied and the viability statement be approved.

The committee is satisfied that section 1 to the consolidated financial staterments and the viability statement on
page 62 include proportionate disclosures to inform users of the assessments undertaken by the Board.

Revenue and profit recognition

Matter considered

There is significant rigk on long-term contracts related o revent e recognised from variations or scope changes,
where significant judgement is required io be exercised by managemeant. There is a risk that revenue may be
recognised even though it is not probable that consideration wil: be collected, which could be due to
uncertainties over contractual terms and angoing negetiations 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 petiods.

Action

The committee received regular updates on all major contracts Suring the vear and specifically reviewed the
material judgements as part of the half-year and year-end clase process. The committee has also considered
the recognition of onerous provisions, where appropriate, and the lifetime profitability of contracts.

To zid the readsr, the company has inciuded a detailed explanation of the Group’s accounting for long-term
contracts (see note 2.1 1o the consolidated financial staiements).

Qutcome

The revenue recoghition policy includes disclosure of the significant judgements and estimates in relation to its
application and the committee is satisfied that these have been properly 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 recognition of deferred income at the balance sheet
date. Tha commitiee reviewed the disclosure and concluded that these provide information that is helptul to
allow a fulter understanding of the application of IFRS 15 to the Group's confracts.
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Contract fulfilment assets

Matter considered

The adoption of IFRS 15 led fo the recognition of contract fulfilment assets (CFAs). Judgements are involved in
assessing whether the costs incurred on a contract or an anticipated contract meet the capitalisation criteria as
sat out under the standard.

In addition, the amortisation cf these assets invelves estimation of the expected life of the contract, and when a
contract is in the early years post-inception and undergoing major transformation activities, the CFASs are at
heightened risk of impairment.

Action

The committee has considered and challenged the significant judgements and estimates involved in
determining the carrying value of CFAs.

As part of the review of all major contracts, the commiltee has also considered the recoverability of CFAs.
During the year, the committee discussed certain CFAs where their recoverability was in doubt.

Outcome

The committee is satisfied that appropriate judgements and estimates have been made in determining the
carrying value of CFAs and the extent of impairment of CFAs recognised in these statements is appropriate.
The committee is satisfied that the accounting policy note provides sufficient clarity as to the policy adopted
and that the disciosures provide information to allow a reader to understand the risks asscciated with different
stages of a typical long-term Capita contract.

Impairment of intangible assets, goodwill and Parent Company’s investment in subsidiaries, and recoverahility of receivables from subsidiary undertakings in the Parent Company

Matter considered

The Group carries significant asset balances in respect of goodwill and intangible assets related to its
acguisition activity. In addition, the Parent Company carries a material balance of investment in, and
receivables from, subsidiaries in its financial statements. The impairment and recoverability assessmenis
require the application of judgement concerning future prospects and fcrecasts,

Action

The committee has reviewed the robustnass of the impairment model and challenged the appropriateness of
assumptions used to calculate and determine the existence of impairment.

The commitiee has also reviewed the robustness cf the assessment of recoverability of receivables from
sitbsidiary undertakings in the parent company, and challenged the approptiateness of assumptions used to
calculate and determine any provisions required.

The committee also considered the letter received from the FRC during the year in relation to Parent Company
investments (as referred to earlier in this repart).

Outcome
The committee is satisfied with the impairment of goodwill and intangibles recognised in these financial

statements which is in line with expectations given performance of certain areas of the business in the year in
the face of Covid-19 headwinds.

The committes is also satisfied that the assumptions, methodoiogy and disclosure In notes 3.3 and 3.4 to the
consclidated financial statements are sufficient to give the reader an understanding of the action taken and the
sensitivities within the goodwill and intangible assets balance to any further impairment risk,

Ot particular importance to the committee was the inclusion of sufficient disclosures 1o set out the events and
circumstances that have led to the impairment charges recorded in the year.

The committee also considered the level of detail included in the sensitivity analysis to ensure that this reflected
the stage of the transformation and associaled execution risks.

The committee also considered that any impairment of investment in subsidiaries, or any provision against
amounts receivabie from subsidiaries, at the parent company level were appropriate and properly accounted for.
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ltems excluded from adjusted resuits

Matter considered

As stated in its accounting policies, Capita separates its results between adjusted and reported 1o provide
useful 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 notinciuded as an adjusting item.

Action

The commitiee reviewed the individual items excluded from adjusted results. The committee requested further
information concerning the origination of the items where it felt it was necessary to enable a conclusian te be
drawn as to whether the chosen presentation achieved the stated princinle.

The committee considered the accounting policy by reference o guidance issued by the FRC and the need to

ensure any alternative performance measures are presented with equal prominence to reported figures and on
a consistent basis year on year.

The committee considered the appropriate presentation to apply for costs associated with the transiormation
plan which are presented as an ‘adjustrent’ to the reported results. The plan is extensive and covers several
Capita-wide initiatives to address the cost competitiveness of the businesses and to simplify and strengthen
the Group.

Categories of expenditure include cests typically associated with major restructuring such as severance
payments, but also include costs related to the offshering of activities and the introduction of autemation and
digital solutions, a Group-wide property rationatisation and functional transformation projects. To support these
activities, external protassional fees are being incureed in additicn 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 inciuded in the overall transformation costs that are separately presented. In 2021, this included
impairment of the elements of the new finance reporting system which are no longer expected to be utilised.

The committee also considered the appropriate presentation ta apply to provisions and impairments in respect
of two sireams of related services in Experience. In prior years, such contragt judgements have not been
adjusted, as they were considered to be in the normal course of business and not associated with the
transformation plan, However, due to the guantum of the charge, the committee concluded that such charges
should be excluded from adjusted results to highlight the impact on the in-year results.

In agreeing this presentation, the committee was mindful of the guidance issued by the FRC in November 2017
in terms of multi-year major ‘restructuring’ pregrammes. This directs boards to define the costs to be presented
separately, set borders to capture only relevant costs, and emphasises that disclosures to explain 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 2021.

Outcome

The committee concurs with management's view that the presentation of items excluded from adjusted results
provides useful disclosure to aid the understanding of the performance of the Group and agrees that the items
excluded meet with the stated policy for recognition.

Note 2.4 to the consolidated financial statements sets cut the items that are separately presented, and the
committee is satisfied that this provides sufficient information to inform a reader on each category presented.
The commitiee alsa notes that the approach is consistent with that used for the rights issue in 2018.

The committee continues to encourage management to provide transparency over items that impact the
results, both reported and adjusted. The CFO's review within the strategic report provides details of each
significant item and those that are considered one-off in nature. The committee is satisfied that this provides
useful information to aliow a reader to assess the perfermance for the year.

The committee will continue to review this policy in 2022 and beyond with a view to reducing the quantum of items
excluded from both adjusted profit and free cash flow. As 2021 marked the end of the Group’s period of corporate
transformation, any residual restructuring costs will be recorded with adjusted results from 1 January 2022.

Provisions and contingent liabilities

Matter considered

There is judgement applied in the level of pravisioning across the Group. This invalves assessing the size,
timing and probability of economic cutflows 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 rev.ewed the disclosure in the financial statements and, in particular, has challenged
management to justily provisioning levels where a range of outcomes has been identified.

The committee received reqular updates from the Chief General Counse! on apen claims and ongoing
liigation. This was used to inform the committee on any provisions required for pessible future outfiows.

The commitiee reviewed the final outcome of matters and compared this to the provision recognised
by management.

Outcome
The committea is satisfied with the fact patterns underlying the provisions, with both the treatment and levels
of provision Leing properly justified.

The committes is satisfied that the historical level of accuracy in management’s provisioning supporis the
current level of provisions.

The commitiee reviewed the disclosures associated with the provisions recarded and also the contingent
liahility note. it was satisfied that the disclosures provided proportionaie details to inform a reader.
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Matter considered

The measurement of the detined benefit liability in respect of defined benefit pension schemes operated within
the Group is a complex area, relying on assumptions on inflation, mortality, corporate bond vields, expectations
of returns on assets and several other key inputs. There is a risk that any cne of these could lead fo
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 reviewed the disciosure as presentad in the accounts. The commitiee aiso challenged the key
assumptions and reviewed the sensitivity to changes in some of the key assumptions on a standalene basis as
well as in the context of defined benefit schemes across other external benchmarks.

QOutcome

The committee is satisfied that the estimation of the Group's pension liabllities and the narrative that
accompanies themn gives the required level of information for a reader of the accounts to determine the impact
on the Group of its pension obligations.

Other issues considered in relation to the financial statements

Materiality

Materiality is important in determining the risk attached to any judgement. The commitiee considers
the audit materiality set by the external auditor to ensure that the committes is informed of individual
items above a certain threshold that are most likely to have an impact on the financial statements.
The committee reviews the external auditor’s report and the individual items that breach the
materiality thresholds and assesses their relative impact on the reported staternents. These are:
siatement of comprehensive income; balance sheet; statemeant of changes in equity and cash flow;
as well as the notes to the accounts.

The committee requests further clarification from the external auditor, the CFC and Director of
Group Finance as ta the nature of these items and also their relative importance in the financial
statements.

After having made such enquiries, the committee is satisfied that materiality has been applied
correctly in the accounts and that material iterns brought to its attention remain unadiusted where
its inclusion would not cause detriment to the overall reading of the financial staternents.

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 1o have taken as a director to make
themselves aware of any relevant audit information required for the audit and to establish that the
Company's auditor 1s 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 appoiniment, independence and objectivity of the auditor and on fees earned for
both statutory audit and audit-related work. The commitiee discusses the nature, scope and
timing of the statutory audit with the auditor and, in making a recommendation to the Board on
auditor reappointment, performs an annual, independent assessment of the auditor’s suitabilty
and performance.

The external auditor attends meetings of the committee and provides updates on statutory
reporting, audit-related services and fees, and engoing audit items.

The auditor has the opportunity to raise concerns in private session with the committee and
separately with the chair. Specifically, the committee asks the auditor if discussion of business
performance in the strategic report is consistent with the auditor’s overall impression of Capita.
Any materia! discrepancies are discussed (refer to the independent auditor's report).

Auditor independence

The commitiee has a responsibility fo put in place safeguards 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 details are set out in the section
below on audit-related services. The committee reviews audit-relatec 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.
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Review of risk management and internal eontrol

Responsibility for reviewing the effectiveness of the Group’s risk management and internal control
systems is defegated fo the committee by the Board. The principal risks and risk management
processes are set out on pages 53 to 61.

Effectiveness and efficiency of risk management

During the yeat, the committee completed a robust assessment of the pringipal risks, including
deep-dive reviews on six of the 13 principal risks. The assessment also considered any emerging
risks thaf would threaten #s business madei, future performance, solvency or lquidity. The
assessment process included regular engagement with the Executive Committee members
accountabte for the management of risk falling under their remit. As part of each deep dive, the
committee reviewed existing controls and further risk reduction actions to ensure they were valid
and effective in reducing the overali risk level.

The committee received reports on the following themes during the year:

« welibeing, health and safety of our peopie

+ cyber and information security

+ IT resilience

» attracting, developing and retaining our pecple
« anti-bribery and cosruption.

The enterprise risk management framewark and control environment continues to be enhanced
and embedded across Capita in the revised operating model. The commitiee concluded that risk
management processes and the system of internal cortrols were adequate and there were no
material weaknesses requiring specific disclosure. The committee reporied the conclusions 1o the
Board 1o support the annual confirmation that a robust assessment of the principal risks had been
carried out.

Effectiveness and efficiency of financial controls

Detail on the status of internal financial controls is in the internal controi and risk management
section of this report and can be found on page 53. The committee concluded that, while these
were not appropriately efficient for a Group of the scale and complexity of Capita, overall. they could
be relied upon to be materially effective.

Caplta ple Corporate
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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 commitiee. The function has in place a co-sourcing
arrangement which adds expertise and breadth to the work of the in-house audit team. The function
is led by the Director of Group Internal Audit who is also responsible for the Group’s unregulated
risk function. Regulated business risk remaing the responsibility of the Chief General Counsel.

The committee approved a three-year plan in June 2021, which focuses on key business risks and
processes. Conducting audits over these risks and processes will provide better insight into how
nisk is being managed and will provide comparison across business units. The three-year plan will
serve as a baseline for audit activity and the internal audit function will continue to reassess as the
plan progresses, 1o ensure itis delivered and adjusted in line with Capita's changing risk profile.

Throughout the vear, the Group internal audit function provides written reporis to the committee on
the work carried out to date and the in-flight work to be completed. An oral update accompanies
each report submitted to the commitiee, An annual report is provided sach year sSummarnsing the
key matters arising. Reports set out strengths and weaknesses identified during the work, together
with any recommendations for remedial action or further review.

insights from 2021 audits have continued to identify consistent themes including: lack of defined
policy and proceduras over key processes; Tisks being managed through the experience of aur
people and existing knowledge; roles, responsibilities and accountabilities not aiways clear; and
tack of evidence to demonstrate monitoring and reporting of control activity. In all cases,
management responded with appropriate actions to mitigate the asscciated risks. There has been
continued focus by senior management to improve the control environment through the timely
closure of audit actions.

The committee reviews management’s response o the matters raised and ensures that any action
is commensurate with the level of risk identified, whether real or perceived.

Through regular interaction between the committee and the Director of Group internal Audit, as well
as reports received from the function, the committee can assess and satisfy itself that the Group's
provision of internal audit is effective.
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Anti-bribery and corruption

Capita has a Group-wide anti-bribery and corruption policy, which complies with the Bribery Act
2010. Procedures are reviewed periodically to ensure continued effective compliance in Group
businesses around the world.

Speak Up

Capita’s Speak Up policy provides a framework for concerns to be raised in a responsible and
effective manner. To ensure that concerns are addressed in a manner independent of a worker’s
business area, concerns can be raised through a facility p-ovided by an independent third-party
provider. Where concerns are raised, they are escalated to named contact points within Capita for
further assessment and investigation. Oversight of these arrangements is a matter reserved to the
Board and it receives updates on the operation of the policy.

Privacy

Primary responsibility for divisional privacy compliance was transferred to the divistons on 2 August
2021, Each division has now appointed a Divisional Data Protection Officer or Lead who has
assumed responsibility for ensuring that divisions provide their own first and second level
assurance. This structure ensures that privacy is managed where data is created.

A central privacy team comprising the Data Protection Officer, Deputy Data Protection Officer and
Data Privacy Manager sets privacy policies and standards for the whole Group and provides
assurance at Group level and within Capita functions and shared services.

Privacy teams across Capita continue to provide privacy assurance, training and support o
business units in line with the requirements of data protection legislation. As part of the Future
Capita restructuring, the privacy function is undergoing a refresh to improve visibility of privacy-
related issues and requirements. initiatives include the creation of a new privacy site (including
updated policies, guidance and standards), updated training, privacy communications and refresh
ot Capita’s standard contractual data protection clauses.

Matthew Lester

Chair

Audit and Bisk Committee
8 March 2022
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remuneration report

This report is split into three sections:

* The annual statement summarises how
the committes discharged its roles and
es in respect of 2021 and the
proposed implementation of the directors'
remuneration pelicy for 2022.

A summary of the directors’ remuneration
policy (the pelicy) which was approved by
sharehofders at the 2021 annual general
meeting {AGM). No changes are proposed
for 2022.

The annuat report on remuneration sets out
the remuneration arrangements and incentive
oulcomes for the year under review and
explains how the policy will be operated

for 2022.

The directors’ remuneration report, excluding the
palicy, will be subject to an advisory shareholder
vole at the 2022 AGM.
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Annual statement
Dear sharehalder,

l am pleasad to present the directors’ remuneration report for the year ended
31 December 2021.

As Capita emerges, like so many other companies, from the Covid pandemic and continues to
progress undar a new, simpler, more client-focused divisional structure, the committee has
been focused on:

= implementing our new policy, with the main change being a repiacement of the lang-term
incentive plan (LTTP) with restrictad share awards (RSAs) {together with the introduction of the
associated new share plan rules); these changes were approved by shareholders at the
2021 AGM.

- Reinfroducing the annual bonus plan for 2021, which was cancelled for 2020.

+ Caolleague wellbeing; receiving real living wage accreditation.

Detaills of the committee’s approach o remuneration in 2021, and the proposed implemeniation
of the policy for 2022, are set out below.

How the commitiee operates

The commiitee has an annual agenda covering the key planning and decision events in the
annual remuneration cycle. Each meeting is supported by an agenda-seiting discussion held in
advance with the committee Chair, Chief People Officer and Group Reward Director, to identify
issuies affecting remuneration that may require consideration by the committee. Regular reports.
including updates on corporate governance and reguiatory developments, are received from the
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committee’s adviser. At each committee meeting the members may receive other reports and
presentations covering wider workforce arrangements which inciude the annual pay review,
incentive scheme arrangements, gender pay reporting, engagement on how executive
remuneration aligns with wider company pay policy, salary proposals for members of the senior
tearm and approval of remuneration packages for new members of the executive committee.

Committee activities

The key workstreams of the committee during the year included:

Reviewing sharehoider feedback following extensive consultation and agreeing the directors’
remuneration policy taken to the 2021 AGM.

Agreeing the vesting percentage, including the exercise of negative discretion, in respect of the
2018 LTIP awards for the performance period ended 31 December 2020 {(nc bonus was operated
in 2020).

Agreeing appropriate initial RSA levels under the new 2021 Capita Executive Plan.

Agreeing the design and targets for the management bonus pian (MBP), renamed during the year
from the short-term incentive plan.

Determining the remuneration arrangements for executive director and senior management
leavers/joiners.

Consideration of executive pay arrangements and alignment with those for the wider workforce.

Reviewing and agreeing the approach to workforce engagement in respect of executive
remuneration.

- Consideration of the project plan for a review of wider workfarce strategy on pay and progression.

In addition, the committee has ensured that the remuneration policy and practices are consistent
with the six factors set out in Provision 40 of the 2018 UK Corporate Governance Code (the Code):

Ciarity — Our policy is well undersicod by our senior management team and has been clearly
arliculated to our major shareholders and representative bodies {both cr an ongoing basis and

during the detailed consultation exercise in 2020/21 in respect of the last palicy review)

Simplicity — The commities is mindiul of the need o avoid overly complex remuneration structures,
which can be misunderstood and deliver unintended outcomes. A key objective of the committee is
to ensure our executive remuneration policies and practices are straightforward to communicate
and operate. The current poficy, approved at the 2021 AGM, and its implementation has been
simpiified significantly in respect of long-term incentive pay through the use of ASAs.

Risk — Our policy has been designed 10 ensure that inappropriate risk-taking is discouraged and will
not be rewarded via: (i) the balanced use of both short-term incentives and long-term share awards;
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The committee is satisfied that total remuneration paid to each of the executive directors in respect
of 2021 was appropriate when the progress against the transformation plan, and the stakehoider
experience more generally, are considered.

Use of discretion

The committee retains the right to exercise discretion to averride formutaic outcomes and ensure
that the level of bonus and/or share award payable ts agpropriate. It may use its judgement to adjust
outcemes downwards to ensure that any payments made reflect overall Company performance and
stakeholder experiences more generally. Where exercised, the rationale for this discretion will be
fully disclosed to shareholders in the annual report. A summary of the discretion exercised by the
committee in respect of 2021 (and in respect of the prior year) is set out below;

2020 2021

Annual  Inlight of the impact of Covid-19, the annual bonus plan The committee did not consider further
bonus  Wwas withdrawn for 2020 for the executive directors {plus application of downward discretion to be
the executive committee and selected senior managers) necassary or appropriate in 2021 following a
before the targets were agreed. review of Group and individual performance, the
general stakeholder experience and noting
discretion exsrcised in 2019 and 2020.
\TIPs 2020 LTIP award leveis were reduced by around 70% 2021 ASA levels were reduced from the normal
cormpared with normal grant levels. in addition, and to policy grant ievel by around 17%.
reflect underlying financial and operational performance
the committee applied downward digcretion whan
assessing the vesting of the 2018 LTIP.
Board changes in 2021

On 12 May 2021, Gordon Boyd resigned from his positicn as interim CFO and Executive Director,
and Tim Welier was appointed as the new permanent CFO and Executive Director on the same
date. Details of the remuneration arrangements in respest of Gerdon's resignation and Tim's
appeintment are set out int the annual report on remuneration on page 116.

David Lowden and Neelam Dhawan were appointed as Non-Executive Directors on 1 January and
1 March 2021 respectively. David took over the role of Senior Independent Director with effect from
1 March 2021 following Gillian Sheldon’s resignation as a Non-Executive Director and the Senior
Independenit Director on 28 February 2021. Andrew Wiliams and Baroness Lucy Neville-Roife
resigned as Non-Executive Directors on 11 May 2021 ard 14 December 2021 respectively.

' Corporate
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Remuneration policy for 2022

Following shareholder approval of the policy at the 2021 AGM, with a high level of shareholder
support, no policy changes are being proposed at the 2022 AGM. See pages 101 to 106 for
a surnmary of the current approved palicy.

Implementing the policy for 2022
The commitiee’s intended approach to the implementation of the policy for 2022 is set out below.

Fixed remuneration: Jon Lewis’ salary was increased in line with the average increase for the
UK workforce from 1 January 2022 (his first salary increase since appointment in 2017) while

Tim Weller did not receive a salary increase, given his recent appointment to the Board, Executive
directors will continue to receive a workforce-aligned pension allowance (5% of salary, in line with
other employees).

2022 annual bonus: The annual bonus plan will operate for 2022 with maximum opportunities
continuing at 200% (CEQ) and 175% (CFO) of salary. The financial parformance metrics will be
based on reported revenus, reported profit before tax and reported free cash flow (all equally
weighted and totalling 80% of maximum bonus). The remaining 20% of maximum bonus will
be based on strategic/individual objectives incorporating environmental, social and governance
(ESG) targets.

2022 RSAs: The CEO was granted an RSA in 2021 over shares equal to 125% of salary and it was
the committee’s intention 10 move to 150% of salary RSA from 2022 onwards. In addition, the
committee had intended to adopt a more market consistent underpin for 2022 (in addition to an
underlying financial performance underpin, the committee aiso attached a total sharehelder raturn
{TSR} growth underpin to the 2021 RSAs). However, reflecting the prevailing share price, the
committee has again agreed to grant the CEQ’s 2022 RSAs at no more than 125% of salary leve!
{ie below the normal 150% of salary maximum) and apply the TSR underpin {ie TSR must be
positive over the three years ending 31 December 2024} to the CEQ's RSA for a second year.

In respect of the CF(’s 2022 RSA, the committee has agreed to grant this at no maore than 1009% of
salary albeit the TSR underpin will aiso be applied to his award. While this is higher than the 83% of
salary 2021 RSA, the committee wishes to ensure that the CFO remains appropriately retainad and
incentivised, particularly in light of the application of the TSR underpin (which is currently
underwater given that it commenced on 1 January 2022) which was not originally intended to apply
when the CFO’s remuneration package was agreed in 2021.
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As such, the 2022 RSAs to be granted to executive directors in March 2022 wil:

* be set at a maximum of 125% of salary for the CEQ and 100% of salary for the CFO (albeit
as noted below, the actual number of shares will not be determined until much closer to the
grant date);

+ normally vest after three years from grant subject to: (i} continued employment; (i) satisfactory
personal performance during the relevant vesting pertods; and (jii) a positive assessment of
performance against two underpins {see below)j; and

- defivar shares that, once vested, may not normally be sold until at least six years from the grant
date {other than to pay relevant taxes).

In respect of the underpins for the 2022 awards:

+ underpin 1. Capita’s TSR over the three years ending 31 December 2024 must be positive for any
RSAs granted to executive directors to vest; and

* underpin 2: the committee must be satisfied with the underlying performance of Capita and that
there have been no environmental, social or governance issues resulting in material reputational
damage. If this is not deemed to be met, the committee will consider a reduction to the final
vesting levet of the RSAs (including to nil),

The actual number of shares under award wili be determined just prior to the date of grant based
on the prevailing share price at that time and full details will be in the RNS issued immediately
following grant.

Shareholder views

In taking a new remuneration policy to the 2021 AGM, the committee carried out an extensive
consultation exercise with our major shareholders and the main representative bodies. Following a
review of the feedback received, the committee made two changes to the original proposals being:
(i) an extension to the post-vesting holding periad from the two years originally proposed to three
years, and {ii) a reduction to the 2021 RSA levels from the normal policy levels. The committes
believes that the process reflected a genuine consultation exercise and was pleased with the level
of shareholder engagement and the support it received for both the new policy (97.13%) and the
adoption of the Capita Executive Plan (86.99%).

Capita plc
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Employee engagement

in 2021, Jon Lewis reguiarly communicated with all employees, including on our 2020 financiat
results. Employees are able fo submit any questions about the Company — including in relation o
the directors’ remuneration policy and report, pay and benefits — bath online and during live
employee briefings. Lyndsay Browne, one of the employee non-executive directors, was appointed
to the Remuneration Commitiee in 2020 with the intention of ensuwring a colleague perspective on
remuneration at the very top of the organisation.

The committee discussed the specific Code requirement to describe engagement with the
workforce on how executive remuneration aligns with wider company pay policy, and how best this
might be addressed at Capiia. As committee Chair, | have initiated a programme of worlkforce
engagerment sessions which are attended by a cross-section of employees from different levels,
divisions and territories within the Capita Group. These sessions cover the work of the committee,
how executive remuneration is linked to performance, strategy on workforce pay and pregression
and how Capita executive pay policy links to wider company pay policy including how each element
of the remuneration package cascades down the business. These sessions provide an oppartunity
for questions and answers and the provision of feedback is encouraged. Further worklorce
engagement sessions are planned during 2022,

Concluding thoughts

As Capita continues to progress under our new, simpler, more client focused divisional struciure,
the committee is satisfied that the new policy is operating as intended and will help to ensure that
the senior management team is appropriately retained and incentivised. The committee will
continue to listen to the views of our shareholders in respact of remuneration and, as such,
welcomes all input.

I hope you find this report to be clear and heipful in understanding our remuneration practices and
that you will be supportive of the advisory vote to approve the annual report on remuneration.

Finally, | would like to thank our shareholders for their ongoirg support.

Georgina Harvey

Chair

Remuneration Committee
T parch 2022



n....o rporate
governance

continued

Directors’ remuneration report Capita plc
Annual Report 2021

Directors’ remuneration policy Consideration of shareholder views

This part of the remuneration report sets out a summary of our remuneration policy which was The Company is committed to maintaining good communications with shareholders. It considers
approved by shareholders at, and took effect from, the 2021 AGM. The full policy approved by E.m AGM ﬂ.o be an opportunity to cormmunicate with .m..jmﬂm:o_amﬁm, giving them the apportunity to
shareholders at the 2021 AGM is presented in the Annual Report 2020. No changes to the policy raise any issues or concerns they may have. in addition, the committee seeks to engage directly
are proposed for 2022. The information provided in this section of the remuneration report is not with major shareholders and the main representative bodies, should any material changes be
subject to audit. proposed to the policy.

Responsibilities and activities of the Remuneration Committee Consideration of our people

The committee is responsible for determining and agreeing with the Board the remuneration policy When determining executive director remuneration palicy and practices, the committee reviews
for the executive directors, executive committee members and the Group Company Secretary role, ~ workforce remunerafion and related policies and the alignment of incentives and rewards with
including setting the overarching principles, parameters and governance framework and culture to ensure that s_oﬂxﬁﬂom pay and conditions are taken into account when setting the pay of
determining each remuneration package. In addition, the committee reviews remuneration for executive directors and senior management.

the wider workforce and related policies and the alignment of incentives and rewards with culture.
The committee also sets the Chairman’s fee.

In setting the remuneration policy for the executive directors, executive committee members
and the Group Company Secretary role, the committee 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.

+ Te ensure that total remuneration strongly reflects performance.

* To balance performance-related pay between the achievernent of financiat performance
objectives and delivering sustainable performance; creating a clear connection between

performance and reward; and providing a focus on sustained improvernents in profitability
and returns.

+ To provide a significant proportion of remuneration in shares, allowing senior management to
build a significant shareholding in the business and, therefore, aligning management with
sharehoiders’ interests and the Group's performance, without encouraging excessive risk taking.
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Remuneration policy table

The following table sets out the key aspects of the policy.

Base salary
Purpose and link to strategy

Operation

| Capita plc
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Maximum oppertunity
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Performance framework

To attract and retain talent
by ensuring base salaries
are sufficiently
competitive.

Normally reviswed annually in December, with any changes usuaily effective in
January. The committee may award salary increases at other times of the year if
it considers it to be appropriate. The review takes into account:

+ Salaries in similar companiss and comparably-sized companies

+ Remuneration policy

-+ Economic climate

- Market conditions

« Greup performance

- The role and responsibiiity of the individual director

+ Employee remuneration across the broader workfcrce.

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 principtes:

.

Salaries would typically be increased at a rate
consistent with the average safary increase (in
percentage of salary terms) for the broader
worklorce.

Larger increases may be considered appropriate in
certain circumstances (including, but not limited to,
achange in an individual’s respensibilities or in the
scale of their role or in the size and complexity of
the Group).

Larger increases may aiso be considered
appropriate if a director has been initially appointed
10 the Board a1 a lower than typical salary.

Individual and business performance are
censiderations in setting base salaries,

Benefits

Purpose and link ta strategy

Operation

Maximum apporiunity

Performance Iramewark

Designed to be consistent
with benefits available

to employees in the
Group.

Benefits include car allowance, private medical insurance, travel and property
hire. Executive direciors 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 different executive
girectors. White there is no maximum level set by the
committee, benefits provision will be set at a level the
committee cansiders appropriate and be based on
individual circumstances.

Participation in the Company’s HMRC-approved

all-empioyee share plan will be limited by the
maximum level prescribed by HMRC.

Not performance-related.

Pension

Purpose and link to strategy

Qperation

Maximum opporiunity

Perlormance framawork

Consistent with benefits
avaiiable to employees
in the Group.

Pension contributions are paid into the Group's defined confribution scheme
and/or as a cash allowance.

5% of salary.

Not periormance-related.
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Annual bonus

Purpose and link to strategy

Operation

Capita plc
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Performance framewark

Performance measures
are selected to focus
executives on delivery of
the Group business pian
for the financial year.

The bonus measures and targets are reviewed annually to ensure that bonus

opportunity and performance measures continue to support the business plan.

Stretching 1argets are set at the start of each financial year.

Performance against targets is reviewed following completion of the final
accounts for the pericd under review.

50% of any bonus earned (net of tax) is normally delivered in shares deferred for

three years, with the remainder celivered in cash or deferred shares at the
executive director’s discretion.

An additional payment may be made at the time of vesting in respect of
dividends that would have accrued on deferred shares during the deferra!
period.

Malus and clawback provisions apply to all annual bonus and deferred bonus
share awards for a period of up t2 three years after the determination of the
annual bonus.

200% of salary.

Performance is normally measured over a ene-year
neriod relative to challenging targets for selected
measures of Group financial, strategic and/or
individual performance.

The majority of the bonus will be determined by
measure(s) of Group financial performance.

A sliding scale is set for each Group financial measure:
50% of the borus will be paid at target performance,
increasing to 100% for maximum performance.

Any bonus payout is uitimately at the discretion of the
commitiee, and the amount of any bonus that would
be determined based on performance may be
reduced if the commitiee believes this better reflects
the underlying performance of Capita over the
relevant pericd.

Restricted share awards

Purpose and link to sirategy

Operation

Maximum appertunity

Performance framework

Designed to reward ard
retain execulives over the
longer term whife aligning
their interests with those of
shareholders.

To link reward 1o
longer-term performance.,
To encourage share
ownership,

Awards will normally vest after three years from grant and, once vested, shares

may not norrmally be sold until at least six years from the grant date (other than
to pay relevant taxes).

Dividends or dividend eguivalents may accrus over the vesting period and any

hoiding period but only to the extent awards vest.

Malus and clawback provisions apply to awards for a period up to the fifth
anniversary of grant.

150% of salary.

Vesting wil be subject to: {i} continued employment;
(i} satisfactory personal performance during the
relevant vesting periods; and (lii} a positive
assessment of performance against one or mere
undsrpins.

I addition, the committee may reduce the extent to
which an award vests if it believes this better reflects
the undertying performance of Capita over the
relevant period.

Shareholding guidelines

Purpose and link to strategy

Operation

Maximum oppaoriunity

Performance framework

To align interasts of
management and
shareholders and promote
a long-term approach to
performance and risk
management.

Shareholding guidelines require axecutive directors to reach a specified
shareholding. Executive directors are required to retain 100% of any shares
from deferred bonus awards, BSAs (or LTIPs as granted under the previous
policy) on vesting (net of tax} unt t the guideline level is achieved.

Post-cessation guidelines apply "o share awards granted following the 2020
AGM. In determining the relevan: number of shares to be retained post

cessation, shares acquired from own purchases, any buyout awards and share

awards granted prior to the 2020 AGM will not be counted.

In employment: 300% of salary (CEC); 200% of
satary (CFO).

Post cessation: 100% of the relevant guideline
between cessation and the second anniversary of
cessation (or the aciual shareholding if the guideline
has not been met at cessation).

Not performance-related.
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Non-executive director (NED) fees

Purpose and link to strategy Opetation Waximum opporiunity Perlormance framowork
Market competitive fees Reviewed periodically by the Board. Fee levels set by referance to markel rates. As per the executive directors, there is no prescribed Not perfarmance-related.
are selsoasto attract and  taking into account the individual’s experience, responsibilities, time maximum monetary annual increase.

retain non-executive commitment and pay decisions for the broader workforce.

Fees are limited to an aggregate annual sum of £1m
NED fees comprise payment of an annua! basic fee and additional fees for increased only to take account of the effect of

further Board responsthilities such as: inflation as measured by the retail price index or such
index as the directors consider appropriate or such
other amount as the Company may by ardinary
resolution decide.

directors with required
skills, expertence and
knowiedge so that the
Board can effectively carry  ° Senior independent director

out its responsibilities. + Audit and Risk Committee chair

+ Remuneration Committee Chair
- The Chairman of the Board receives an all-inclusive fee.

Additional feesfaliowances may also be paid for intercontinental travel for
business purposes where appropriate.

No NED participates in the Group’s incentive arrangements of pension plan ol
receives any other benefits other than where travel to the Company’s registered
office I1s recognised as a taxable benefit in which case a NED may receive
grossed-up costs of travel as a benefit.

The annual bends performance measures are Group financial, strategic or individual measures which ara selected annually to ba consistent with

The committes resarves the nght 1o make any remuneration payments and/or payments for loss of office {Including exercising any discrations
key priorities for the Group

avallable lo it in connection with such payments) notwithstanding that they are a0t in line with the poficy set out above where the lerms of the
payment were agreed: (i) before the palicy sef cut above came into effect, provided that the terms ol the payment were consistent with the
shareholder-approved directors’ remuneration policy in force at the time they were agread; or (i} at a ime when the relevant indiiaual was not a
Only modes! rewards are available for achieving threshotd performance with maximum rewards requiring substantial cutperformance ol director of the Company and, in the opimon of the committee, the paymenl was not in consideration for the individual becoming a director of the
challenging strategic plans approved at the statl of each year, Company. For these purposes payments includes the comimidtes satislying awards of vanable remuneration and, i selution 1o an award ovef

shares, tha terms of the payment are agreed’ at the time the award is granted The commiliee relains discretion to make minor amendments to the
policy set outin his policy report (for regulatory, exchange contral, tax or admnistralive purposes or to take account of a change m legislationt
without oblaining shareholder approval for that amendment.

Targels are normally sel on sfiding scales that take account of internal strategic planning and external market expectations for the Company.

The committes operates share-based arrangements for the executive direclers in accordance with their respective scheme rules, the Listing
Rules and the HMRC ruies where relevant, The commillee, consistent with market practice and the scheme rules, retains discretion over a number
ol areas refating Lo the operalion and administration of the plans. These include (but are not limitad to} the following:

Who parlicipates

The form in which the award is granted and settled {eqg shares, nil cost gptions, cash)

The liming of the grani of award and/or payment

The size of an award {up to individual and plan limits) and/or a payment

Discretion ralating to the measurement of any performance target/underpin and pro-rating of awards in the event of a "good leaver’ scenatio or &
charge of controd or reconstruction ot the Company

Determination of whether or not a person 1s charactenised as a geod feaver (in addition to any specified categories) for incentive plan purposes
Adjusiments required in certain circumstances (eg share cabital variation, rights issues, demaerger, carparate restructuring, special dividends)
The ability to vary or subslitute any performance condition{s)/underpins if circumstances cecur which eause it to determine that the originaf
condition(s) have ceased to be appropnate, provided that any such variation of warvar is fair, reasenable and net matenally fess difficult to
satisty than the original condition (in its opinion). In the event Ihat the commuttee were o make an adjustmoent of this sort, a full explanation
woutd be provided in the nexi remaneralion report

- The ability 1o reduce the vesting level of awards {including o nil) where the Commillee delermines it 1s appropriate to do sa
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Malus and clawback

Matus and clawback provisions apply to all incentive awards granted to executive directors. These
provisions permit the committee to reduce or recover bonus awards (including deferred shares) for
up 1o three years aftzr the determination of the annual bonus and to reduce or recover RSA awards
{and LTIP awards granted under the previous policy) up to the fifth anniversary of grant. The
potential circumstances in which malus or clawback provisions can be applied include:

- material misstatemnent of a Group company's financiaj resuits

a participant deliberately misleads relevant parties regarding financial performance
serious misconduct or conduct which causes significant financial 10ss

overpayments due to material abnormat write-ofis of an exceptional basis

an efror was made, or inaccurate or misleading information was used to determine the value
of an award

reputational damage

material failuire of risk management

corporate failure o the ocecurrence of an insolvency event.
Application of our remuneration policy

When determining executive director remuneration policy and praclices, the committee
reviews workforce remuneration and related policies, and the alignment of incentives and
rewards with culture

Share awards are granted to senior management in order to encourage & high level of employee
share ownership albeit remuneration is more heavily weighted towards long-term variable pay for
executive directors than other employees. This is to ensure that there is a clear link between the
value created for shareholders and the remuneration received by the executive directors. The
committee did not consult with employees formally in respect of the design of the new policy,
although the two employee directors (one as a committee membar and ane by invitation to the
committee) were invalved in the commitiee’s discussions.
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Directors’ recruitment and promotions

The committee takes into account the need to attract, retain and motivate the best person for each
position, while at the same time ensuring a close alignment between the interests of shareholders
and managemaent.

It a new executive director were to be appointed on a permanent basis, the committee would seei
to align their remuneration package with other executive directors in line with the policy table.
However, flexibility would be retained to make ‘ouyout’ awards or payments in respect of
remuneration arrangements and contractual terms forfeited on leaving a previous emplayer. in such
circumstances, the committes would lock to replicate the arrangements being forfeited as closely
as possible and, in doing so, would take account of relevant factors including the nature of the
remuneration and contractual terms, parformance conditions and the time cver which they would
have vested or been paid.

If appropriate, a new appointee’s incentives in their year of joining may be subject to different targets
than for ather executive directors. The committee may also agree that the Company will meet
certain reiocation and incidental expenses, as it considers appropriate.

The maximum level of variable remuneration which may be granted (excluding awards to
compensate for remuneration arrangements and contractual terms forfeited on leaving the previous
employer) to new executive divectors in the year of recruitment shall be limited to 350% of salary
{the maximum limit permitted within the policy table}.

The initial notice period for a service contract may be up to 24 months, which is longer than that
stated in the policy of a 12-month notice period, provided it reduces o 12 months within a short
space of time.

For an internal appointment or an appeintment following the Cempany’s acquisition of er merger
with another company, any incentive amount awarded in respect of a prior role may be allowed
to vest on its original terms, or adjusted as relevant to take into account the appointment. Any
other ongoing remuneration obligations or terms and conditions existing prior o appointment
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 an a short-term basis.

- Exceptionat circumstances require that the Chairrnan or a non-executive director takes on an
executive function on a short-term basis.
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In the event of the appointment of a new non-exacutive director, remuneration arrangements will
narmally be in line with the structure set out in the policy table for non-executive directors. However,
the committee (or the Board as appropriate} may include any element listed in the poficy table or
any other element which the committee considers is appropriate given the particular circumstances
excluding any variable elements, 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 agreement to ensure these
refiect best practice.

The service contracts for executive directors are for an indefinite pericd and provide for & 12-month
notice perted. They do rat include provisions for predetermined compensation on termination that
exceed f2-months’ salary, pension and benefits. There are no arrangements in place betwsen the
Company and its directors that provide for compensation for loss of office following a takeover bid.
All directors are appointed for an indefinite period but are subject to annual re-election at the annual
general meeting.

In circumstances of termination on notice, the commitise will determine an equitable compensation
package, having regard to the particular circumstances of the case. The commitiee reserves the
right to make payments in connection with a director’s cessation of office 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 compromise or settlerment of any claim arising in
conngction with the cessation of a director’s office or employmeant. Any such payments may include,
but are not limited to, paying any fees for outplacement assistance and/or the director's legal and/or
professional advice fees in connection with his cessation of office or employment. The committee
has discretion to require notice to be worked or to make payment in lieu of notice or to place the
director on garden leave for some or all of the notice period. Any payment in keu of notice will be
reduced for any period of time worked post notice being given or received.

The annual bonus may be payable for a good leaver (as defined in the plan rules) in respect of the
petiod of the bonus plan year worked by the director; there is no provision for an amount in lieu of

bonus to be payable for any part of the notice period not worked. Bonus payments would normally
be paid at the normal payment date.

On cessation, an executive director’s share plan entillements will be determined in accordance with
the ruies of the relevant plan.
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Unvested deferred share awards will normally lapse on the earlier of notice being given/received
and cessation. However, the committee has discretion to allow awards to instead continue to vest in
full on the ncrmal vesting date (or earlier at the discretion of the committee) for a good leaver (as
defined in the relevant plan rules).

In respect of RSAs/LTIPS, unvested awards will normally lapse on the earlier of notice being given/
received and cessation. However, the committee has discretion to allow awards to instead continue
to vest on the normal vesting date (or earlier at the discretion of the committee) 1o the extent any
performance conditions/underpins attached te the relevant award are satisfied at vesting. In such
cases awards will, other than in exceptional circumstances, be scaled back on a time pro-rated
basis and post-vesting holding periods would normally apply.

In the event of a change of control, all unvested LTIP awards/RSAs would {unless rolled over)
vest, 1o the extent that any performance conditions/underpins attached 1o the relevant awards
have been achieved. Awards would normally be subject to time pro-rating (unless the commities
determines otherwise).

Unvested deferred share awards would vest in the event of a change of control (unless rolled over).
Shares held within the share awnership plan will be removed from the plan or exchanged for
replacement shares 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 period of three years.
Each appointment is terminabie by three months' notice on either side. At the end of the initial period,
the appointment may be renewed by mutual consent, subject to annual re-election at the AGM.

Non-executive employee directors’ terms of engagement

Non-executive employee directors are appointed by letter of appointment for an initial period of two
to three years. Each appointment is terminable by one month’s written notice on either side. At the
end of the initial period, the appointment may be renewed by mutual consent, subject to annual
re-election at the AGM.

Inspection of service agreements/letters of appointment

The service agreements and non-executive directors’ letters of appointment are available for
inspection during nermal business hours at the Company’s registered office, and available for
inspection at the AGM.
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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 Ruies. The annual report on remuneration will be put to
an advisory shareholder vote at the 2022 AGM. The information on pages 107 to 119 has been
audited as indicated.

FIT Remuneration LLP was appointed by the committee during 2020 to provide independent advice
on executive remuneration matters. During the year, the committee received independent and
objective advice from FIT primarily on market practice, governance updates, the introduction and
operation of the new remuneration policy, joiners and leavers and remuneration-related disclosure
within the accounts FIT’s fees were £87,000 (excluding VAT) during 2021 for its services (charged
on a time plus expenses basis). The fees were considered appropriate for the work undertaken. No
other services were provided 1o the Group by FIT.

FIT is a founding member of the Remuneration Consultants Group and, as such, operates
voluntarily under the code of conduct in relation to executive remuneration consulting in the UK. The
committee considers FIT's advice on remuneration t6 be independent and objective, and there is no
connection with the Company or individual directors.

The committee alsc consulted with the CEQ, CFO, the Chief People Officer and the Group Reward
Director to provide further information to the committee on the performance and proposed

remuneration for the executive directors and other senior management, but not in relation to their
own remuneration.

The work of the Remuneration Committee is detailed in the annual statement.
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Sharehoider voting at the AGM

The 2021 directors’ remuneration report wili be presented to shareholders at the 2022 AGM. Al the
2021 AGM. the actua! voting in respect of the ordinary resolution to approve the remuneration
report for the year ended 31 December 2020 and the vote on the 2021 remuneration policy is set
out below.

Votes Votes cast
cast for against Abstentions'
Directors' remuneration report, other than the part containing the 1,289,055,937 634,500 2,242,816
Direclors' remuneration policy, for the year ended 31 Dacember
2020 99.95% 0.05% -
Directors' remuneration palicy {2021 AGM) 1.254,719,423 37,105.242 108.597
S7.13% 2.87%

1. Avote abstaned is not a vote in law and 1s not counted in the calsulation of the proportion of vates “for’ and ‘against’ a resolutian.
Policy implementation for 2022
The committee’s intended approach to the implementation of the policy for 2022 is set out below.

Fixed remuneration: Jon Lewis' salary was increased in line with the average increase for the UK
workforce from 1 January 2022 (his first salary increase since appointment in 2017) while Tim
Weller did not receive a salary increase, given his recent appeintment to the Board. Executive
directors will continue to receive a workforce-alignad pension allowance {5% of salary, in line with
other employees).

2022 annual bonus: The annual bonus plan wilf gperale for 2022 with maximum opportunities
continuing at 200% (CEQ) and 175% (CFO} of salary. The financial pertormance metrics will be
based on reported revenue, reported profit before tax and reported free cash flow (all equally
weighted and totailing 80% of maximum bonus). The remaining 20% of maximum bonus wil be
based on strategic/individual objectives incorporating ervironmental, social and governance (ESG)
targets.

2022 RSAs: The CEO was granted an RSA in 2021 over shares equal 1o 125% of salary and it was
the committee’s intention to move to 150% of salary RSA from 2022 onwards. It addition, the
commitiee had intended to adopt a more market consistent underpin for 2022 (in addition to an
underlying financial performance underpin, the committes also attachad a TSR growth underpin o
the 2021 RS8As). However, reflecting the prevailing share price, the committee has again agreed 0
grant the CEQ'’s 2022 RSAs at no more than 125% of salary level (ie below the normal 150% of
salary maximumy} and apply the TSR underpin (ie TSR must be positive over the three years ending
31 December 2024} t0 the CEQ’s RSA for a second year.
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In respect of the CFO’s 2022 RSA, the committee has agreed to grant this at no more than 100% of
salary albeit the TSR underpin will also be applied to his award. While this is higher than the 83%. of
salary 2021 R3A, the commiltee wishes to ensure that the CFQ remains appropriately retained and
incentivised, particularly in light of the application of the TSR underpin {(which is currently
underwater given that it commenced on 1 January 2022) which was not originally intended to apply
when the CFO’s remuneration package was agreed in 2021.

As such, the 2022 RSAs to be granted to executive directors in March 2022 will:

* be set at a maximum of 125% of salary for the CEO and 100% of salary for the CFO (albeit
as noted below, the actual number of shares will not be determined until much closer to the
grant date);

- nermally vest after three years from grant subject to: {i) continued employment; (i} satisfactory
personal performance during the relevant vesting periods; and {ji} a positive assessment of
performance against twe underpins (see below); and

* deliver shares that, once vested, may not normatly be sold until at least six years from the grant
date (other than to pay relevant taxes).

In respact of the underpins for the 2022 awards:

+ underpin 1: Capita's TSR over the three years ending 31 December 2024 must be positive for any
RSAs granted to executive directors to vest; and

* underpin 2: the committee must be satisfied with the underlying performance of Capita and that
there have been no environmental, social or governance issues resulting in material reputational
damage. lf this is not deemed to be met, the committee will consider a reduction to the final
vesting level of the RSAs (including to nif).

The actual number of shares under award will be deterrined just prior fo the date of grant based
on the prevailing share price at that time and full details will be in the RNS issued immediately
following grant.
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Fees for the Chairman, senior independent director, non-executive directors and
employee non-executive directors

A summary of the fees for 2022, which are unchanged from 2021 levels are as follows:
Annual fee frem 1 January 2022

Sir lan Powell, Chairman £325,00C
David Lowden, Senior Independent Directar £75,000
Matthew Lester, Audit and Risk Committee Chair £75,000
Georgina Harvey, Remuneration Committee Chair £75.000
Nneka Abulokwe! £64,500
John Cresswell £64.500
Neelam Dhawan £64,500
Lyndsay Browne £64,500
Joseph Murphy £64,500

1 Nneka Ahulokwe joined the Board on 1 February 2022,
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Directors’ remureration earned in 2021 — single-figure table (audited)

The table befow surnmarises directors’ remuneration recsived in 2021 (with prior year comparators).

Base salary Total Total fixed  Total variable
and fees' Bernehts® Pension  Annual bonus LTip RSA remuneration | remuneration  remuneration
£ £ I £ £ £ i £ £
Sir lan Powell 2021 325,000 - - - - — 325,000 325,000 0
2020 284,375 - - - - - 284,375 284,375 0
Jon Lewis® 2021 725,000 18,837 36,250 359,020 98,811 - 1,237,918 780,087 457,831
2020 634,375 17,928 36.250 - 508,029 - 1,196,582 688,553 508,029
Tim Wellert 2021 209,337 9,588 14,987 135,296 - - 459,188 323,892 135,296
2020 - - - - - = - — -
David Lowden® 2021 75,000 - - — - - 75,000 75,000 0
2020 - — - - - - - — -
Matthew Lester 2021 75,000 - — - — - 75,000 75,000 0
2020 65,829 - - - - - 65,829 65,829 0
Georgina Harvey 2021 75,000 - - - - - 75,000 75,000 0
2020 65,625 - - - ~ - 65,625 55,625 0
John Cresswelf 2021 64,500 - - - - - 64,500 64,500 Y
2020 56,438 - - — - - 56,438 56,438 s
Neelam Dhawan® 2021 53,750 4,000 - - - - 57,750 57,750 0
2020 - - - - - - - - 0
Lyndsay Browne’ 2021 64,500 - - - - - 64,500 64,500 0
2020 56,438 - - - - - 56,438 56,438 0
Joseph Murphy’ 2021 64,500 - - -~ - - 64,500 54,500 0
2020 56,438 - - - - - 56,438 56,438 o]

Former Directors
Gordon Boyd® 2021 513,010 1,309 - - - — 514,320 514,320 0
2020 152,381 - - - - - 152,381 - C
Patrick Butcher® 2021 - 905 - - - - 905 905 -
2020 322,058 15,252 18,790 - — - 356,101 362,875 G
Gillian Sheldon® 2021 13,750 896 - - - - 14,646 14,646 9
2020 65,625 - - - - - 65,625 65,625 0
Andrew Williams'" 2021 23,202 902 - - - - 24,193 24,193 0
2020 56,438 - - - - - 56,438 56,438 0
Baroness Lucy Neville-Rolfe'2 2021 62163 - - - - — 62,163 62,163 ¢
2020 56,438 - - - - ~ 56,438 56,438 0
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1. As part of Capita's response to Cowid-19, the executive and non-exacutiva directors agresd to talke a 25% reduction in salary/fees for six
months, effective from 1 Apnl 2020. The salaryfees shown above reflect this veluntary reducticn

2. Benefits include all taxable benefits as defined by paragraph 11(1) of the regulations. This includes private medical insurance, company car
ahowance, work travel and the value ol matching share awards under the UK. all-employee share scheme.

3 Details of the performance assessment and vesting of the 2019 LTIP award held by Jon Lewis ari set oul an page 113, The impact of share
price movements oh his awards. based cn the average three-month share price ie 31 December 2021 (44.34p), 15 as folfows!

Face value of awards expected to vest, hased on the shaie price at grant (1,782,786 shares x 12.5% x 122p) £271,875
Expsctad value of awards at vesting (1.782 786 shares x 12 5% vesting x 44.34p) £98,811
Impact of sharg price movements an vesting values £173.064

The 2018 LTIF awards have been restated in the table above in respect of the prior yoar from £423,772 (based on & 3 month average share price
o 31 December 2020 of 35.8p) to £508,029 (based on a share price of 42.92n £5 at the 24 April 2021 vesting date). RSAs granted 1o Jon Lewis
and Tim Weller in May 2021 with perfarmance underpins, will be disclosed in the year ending just prior to the nortmaf vesting date.

4 T Weller was appointed CFQ on 12 May 2027 following Gordon Boyd's resignation on the same dats Tim Welier's remuneration is shown
from the date of his appointment to 31 Dacember 2021, albeit reflacting a pe-iod of unpaid leave

5. David Lowden was appointed as a non-execitive director on 1 January 202* and took up the poesition of senicr independent director on
1 March 2021 following Gillian Sheldon's reeignation from the Board.

6. Neelam Dhawan was appointed as a non-executive director on 1 March 2021 Feas for 2021 are shown from 1 March 2021 10 31 Dacember 2021,

Neelam is based oulside the UK and receives an allowance for physical attandance at a Board mesting. This is shown in the berefits column.

7. kyndsay Browne and Joseph Murphy are employee directors. tn addition to ihair lee as a non-executive employee director, both received
earnings from the Group as an employae amounting to £102,922 for Lyndsay Browne and £70,086 for Joseph Murphy for the panod 1 January
2021 to 31 December 2021. As pari of their parucipation in the Capita Share Ownership Scheme Lyndsay Browne received 630 matching
shares (£270) and Joseph Murphy received B30 malching shaies (£270) The value of the matching shares is the sum of the cost of purchase
over the period 1 January 2021 to 31 December 2021

8. Gorden Boyd was appointad interim CFO on 16 November 2020 and stepped down from the Beard on 12 May 2021 following the appoinment
of Tim Wedller. Reflecting the interim nature of Gorden's tols, he received a base salary {£100,000 per month). He was not eligible tor any
variable remuneration and did not receive penston contnibutions  The figures disclosed for 2021 are for the period 1 Jaruary 2021 to the date
ne stepped down, 12 May 2021 and include an element of acerued holiday pay

9 Patrick Buteher's base salary, benefits and pension are shown for the penioc 1 January 2020 te the date he stepped down from the Board on
16 November 2020,

10.Gilian Sheldon stepped down from the Board on 28 February 2021, Fees disclosed for 2021 arg for the period from 1 January 2021 to
28 February 2021 and include an element of accrued holiday pay.

11 Andrew ms stepped down from the Board on 11 May 2021. Fees disclased for 2021 are for Ihe period from 1 January 2021 to
11 May 2021,

12.Baroness Lucy Neville-Rolle stepped down from the Board an 14 December 2021, Fees disclosed for 2021 are for the period from 1 January
2021 1o 14 Drcember 2021,
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Annual bonus for 2021 (audited)

The annual bonus for 2021 was operated at normal levels (200% maximum for the CEO and 175%
of salary for the CFO) based on a combination of Group financial measures (adjusted free cash
flow, adjusted PBT and organic revenue) and strategic targets. 25% of bonus was payable for
achieving the threshold target; 50% was payabie for achieving target performance; with 100% of the
bonus payabie for achieving the maximum target. Details of performance against the financial and
strategic targets are set out befow.

Financial targets (80% of the bonus)

Achievement
agatnst financial

Threshaeld target Target Slretch Actual performance

Weighting (25% vesls} (50% vests) {100% vests) perlormance’ weighting
Adjusted free
cash fiow 40% £101m £112m £124m £73m 0%
Adjusted PBT 20% £103m £114m C126m £80m %o
Organic revenue? 20% £2,832m £3,147m £3.462m £3,009m 39%
Financia! measures
bonus payout 7.8%

1. Actual performance in the table above takes into account items which have been clisallowed lor lhe purposes of calculating Bonus performance.
2. Orgamc revenue excludes revenue from acquisitions and business exits.
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Strategic objectives (20% of the bonus)

Achievement against the strategic and personal objectives represented 20% of the total annual bonus opportunity for each executive diractor. The cbjectives were focused on delivery of Future Capita
(new corporate structure and operating model) and net zero strategies, securing long-term financing, improving financial and key non-financial controls, and development of a Group-wide finance function

transformation project.

Jon Lewis

Weighting Score
Objectives (% of salary) Agsessment (%a of salary)
Develop a net zero 13.33% This target required the CEO to develop a detailed net zero emissions {NZE) strategy during 2021 including targets and timescales for achievement. 13.33%
emissions strateqy

In assessing this target, the committee noted that an executable and costed plan to achieve net zero by 2035 was defined and approved by the Board in
September 2021 (inc uding net zero emissions targeis to be part of strategic objectives for the bonus plan in 2022).

The net zero plan was accredited by the Science Based Targetsi
campaigns ran o raise awareness.

iative, prior to Board approval, Supplementary internal and external communication

In addition, Capita wes rated green for NZE strategy in the annual Cabinet Office strategic supplier review and rated first of five complex outsourcing
suppliers and eighth of all 40 strategic suppliers on mean carbon emissions reguction.

The committee desmed this objective to bhe met in fulk.

Impiement Future Capita  13.33%
strategy

This target required the implementation of Future Capita strategy including a new operating model. 11.33%

In assessing this targat, the committee noted that redesign of the Future Capita strategy (six divisions down to two core and one non-core) was delivered on
time, within budget, a1d in accordance with design principles, with no major chalienges impacting reputation, colieagues or customers.,

All related systems were rewired in conjunction with this go-iive.

The plarned second wave of actions were executed in October, including an entire rewrite of the operating model ‘Blue Bock” and subsequent cascade
throughout the organisation.

The cost competitiveness targets were exceeded, associated with operating model changes,
Further, prudent operating model changes made to Executive Committee in Q4, resuliing in £50m added cost saved.

Given the change programme, some regression in employee NPS was to be expected but the ocutcome was nevertheless disappeinting, after progress
made prior tc 2021, Importantly, customer NPS remains strong.

In light of the disappeo’nting resuit on employee NPS, the committee considers this objective to be partially mat.

Resolution of legacy 13.33%
contracts delivery
issues

This target required tre CEO fo focus on resolving legacy contract delivery issues.
In assessing this target, the committee noted that:

+ Transformational elements of ali iegacy contracts were completed by end Q4 2021 fo client satisfaction

+ Gontractual SLA KPIs {at 31 December 2021} were as follows: Green — 90%, Amber — 9%, Purpie - 1%

+ Legacy contract resolution was achieved with no major issues affecting reputation, clients or colieagues

+ There was a marked change in Governmental support and feedback for Capita, including positive feedback from our Crown Representaiive (including in
our strategic supplier annual review), the Mayor of London, and the CEO of The Pensicn Regulator.

While significant progress was made in respect of the legacy contract position, the committee considers this objective to be partially met. 9.33%

Total 40%

34%
{85% of maximum)

= Resolution of iegacy contracts delivery issues
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Tim Weller (from 12 May 2021)
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Weighting Score
Objectives (% of salary) Assessment %% of salary}
Development of 17.5% The target required the CFO to lead the implementation of the project in the second hait of 2021, focused on: 17.5%
i ial and i o ) . . e ) ) .
m_smz..u_m a .n ey + Principal risk to process mapping to identity gaps and control weaknesses, with findings to be reported to the Audit and Risk Commitiee by the end of
non-financial controls 2021 and
improvements across ! . )
the Group + Carrying out an internal controls ovar financiat reporting {ICFR) revisw 1o identify gaps and contro! weaknesses arising from implementation of minimum
controls standards (MCS) in financa processes across the Group. Report findings to the Audit and Risk Committee by the end of 2021/earty 2022.

in assessing this target, the committee noted that the principal risk to business process mapping exercise was launched in July 2021, with the financial

controls improvement programme now an inherent part of the re-engineering of current finance systermns and processes. Findings were reported to the

Audit and Risk Committee in its December 2021 meeting. The progrartme continues to progress well as the finance function looks to build on the Group's

robust key controls guestionnaire precess to provide a monitoring mechanism to deliver contrel improvemant in 2022.

The commitiee deemed this objective to be met in Rull.
Development of 17.5% The target reguired the implementation of the averall project to have commencead by 31 Becember 2021 and specifically have: 14%
Group-wide finance . ' . - . . " .
function transformation - Deliverad the first phase of ravised CEQ-3 organisation design and wider finance team structure to be impiemented by Q4 2021
project » Delivered significant progress towards presenting an $/4HANA business case for approval by the Board

+ Presented the overall finance transformation project at the November 2021 Board

In assessing this target, the committee noted that finance organisation design changes to support Future Capita, and to establish a more efficient and

effective gentral finance team structure, were implemented by 31 December 2021. Key tinance leadership roles have been populated and the team is now

focussing on continuous improvernant in system and process. The SMHANA implementation was terminated in December 2021 recognising that the

solution was no longer fit for purpose given the simplified structure of the Group and the SAP ECC will remain supported until at lsast 2030, The committee

noted that this decision is expected to avoid a significant amount of further investment.

The committee deemed this abjective 1o be partially met as, while significant progress has been made in respect of the Group-wide finance function

transformation, some modifications have been required as a result of the decision to terminate the SAHANA implementation.
Total 35% 31.5%

(90% of maximum)

Summary of total 2021 bonus awards

Jon Lewis Tim Weller
% of maximum % of salary % of maximum % of salary
Total financial 7.8% 15.6% 7.8% 13.7%
Strategic/persanal 17% 34.0% 18.0% 31.5%
Totat (%) 24.8% 43 6% 25.8% 45.2%
Totat bonus (£) £358,020 £135,286'

1 Calculated on a pro-rata basis from start date, albeit 1eflecting a period of unpaid leave,
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Feliowing a review of performance by the committee post year end, annual bonuses of 49.6% of
satary for the CEQ and 45.2% of salary for the CFO (pay out determined on a pro-rata basis) were
awarded. While the threshold targets in respect of adjusted free cash flow and PBT were not met,
organic revenue performance (a key part of Cap#ta’s transformation plan) was between threshoid
and target and the strategic objectives were considered to have been met to a significant extent.
Consistent with the shareholder approved remuneration policy, 50% of the bonus awards will be
deferred into Capita plc shares for three years. Details on the committee’s review against the
broader stakeholder experience is set cut in the Annual Statement on page 117,

Long-term incentive awards due to vest in 2022 based on performance to
31 December 2021 (audited)

The performance assessment in respect of the 2019 LTIP awards heid by Jon Lewis is as follows:
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progress made against Capita’s transformation plan and the performance against the underpin
more generaly.

Based on the above cutcomes, the estimated vesting of the long-term incentive for Jon Lewis in
2022 is:

Shares vesting based

on performance  Dividend equivalent Total shares Estimated value
Awards granted  (12.5% of maximum) shares' expected to vest at vesting?
Jan Lewis 1,782,786 222,848 - 222,848 £98,811

1. Nodividend equivalent shares are payable on the 2019 LTIP award.
2. Based on the average three-manth share price to 31 December 2021 of 44.34p.

RSAs granted in 2021 (audited)

Threshold Target Stretch vesting~  Following approval of the Capita Executive Plan at the 2021 AGM, no further awards will be granted
Perfgrmance metric Woighting  (25% vests) (0% vesls) _ (100% vests) Result %otmex  ynder the LTIP. The 2021 RSAs granted to Jon Lewis and Tim Weller represented a reduction of
Free cash flow 25% £190m £210m £250m £2m 0% around 17% in the number of shares that would otherwise be awarded as part of their normal
EBIT margin 25% 9% 0% 12% 41% 0%  annual grant under the newly approved remuneration policy. The share price at grant was 41.78
Organic revenue growth? 20%  £3,900m £3,950m £4,050m £3,008m 0% pence,
6 point 8 point 12 point 13 point Percentage
positive positive positive positive Number of shares Face value of of salary
swing in swing in swing in swing in Name of director awarded RSA
Customer satisfaction 12.5% NPS NPS NPS NPS 12.5% Jon Lewis 2,168,100 £906,250 1282,
& point 8 point 12 point 1 point Tim Weller 1,082,685 £452 350 33%
positive positive pesitive negative
swing in swing in swing in swing in RSAs granted to executive directors in 2021 will normally vest after three years from grant subject
Employes engagemernt 12.5% NPS NPS NPS NPS 0% to: (i) continued employment; (i) satisfactory personal performance during the refevant vesting
Total vesting 12.5% perfods; and (iii) a positive assessment of performance against two underpins (see below). Once

1. Resullin the table above 1akes into account stems which have been disaliowed for the purposes of calculating performance.
2. Organic revenue excludes revenue from acquisitions and business oxits.

For the three years ended 31 December 2021, performance against the financial metrics did not
meet the threshold targets. In addition, while employee engagement was tracking well, it fell bejow
threshold during 2021. However, performance against the customer NFS targets (considered to he
a genuinely stretching target which remains a critical driver of the performance and improvement of
the business) was very strong over the performance period with a 13 point positive swing delivering
full vesting of this element. Based on this excellent customer performance, albeit noting that the
share price performance has eroded the value of the shares that are due io vest significantly, the
commitiee believes that the 12.5% vesting out of the tota is appropriate due 1o the considerable
work invoived and progress made in improving customer satisfaction scores over the period and

vested, shares received may not normally be sold until at least six years from the grant date {cther
than to pay relevant taxes).

The underpins for the 2021 awards are as foliows:

- underpin 1: Capita’s TSR over the three years ending 31 December 2023 must be positive for any
RSAs granted 1o exscutive directors to vest; and

« underpin 2: the commitiee must be satisfied with the underlying performance of Capita and that
there have been no environmental, social or governance issues resulting in material reputationa
damage. if this is not deemed to be met, the committee will consider a reduction o the final
vesting level of the RSAs (inciuding to nif).
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Directors’ interests and shareholding guidelines (audited)

Executive directors are expected 1o hold 200% {300% for the CEO) of salary in shares in the

- Company. The guidelines include shares held beneficially and also shares within the deferred
annual bonus {DAB) plan that have been deferred over the three-year pericd, RSA awards which
are not subject to performance conditions/performance underpins and share awards which have
vested but not yet been exercised. Any shares in the DAB, RSA awards which are not subject ic

omu_..w pic N . .ooiaiam.,
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performance congditions/performance underpins and vested but unexercised LYIP awards used
for this are calculated net of tax. Share awards that are subject to performance conditions are
net included.

The remuneration policy adopted in 2021 incorporated post cessation sharehoiding guidelines
which require execulive directors to retain 100% of the relevant guidetine (or the actual shareholding
il lower at cessation) until the second anniversary of the date of cessation.

Interests in share Interests in share
Interests in share Interests in share Interests in share interests in share optlon schemes option schemas
incentive schemes, Incentlve schemes, incentive schemes, Incentive schemes, where performance/ where performance/
awarded without awarded without awarded subject awarded subject vesting conditions vesting conditions Percentage of
Beneficialty Beneficially performance performance 1o performance to perfermance have been met but fiave been met but Shareholding target
hetd interests at held interests at conditions at conditions at conditions/underpins at conditions at not exercised at not exercised at requirement at
31 December 2021 31 December 2020 3t December 2021 31 December 2020 31 December 2021 31 December 2020 31 December 20219 31 Decemher 2020 31 December 2021
Sir fan Powell 100,000 30,000 - - - - - - -
Jon Lewis 795,303 458,624 516,029 516,029 5,721,886 5,525,562 1,183,666 1,183,666 28%
Tim Weller 262,854 — - — 1,082.695 - - - So
David Lowden 75,000 - - - - - - -
\atthew Lester 49186 493,168 - - - - - - -
Georgina Harvey 6,000 6,000 - - - - - _ _
John Cresswell 20,500 20,500 - - - - - - -
Neelam Dhawan - - - - — - - -
Lyndsay Browne 11,240 65416 - —~ - - - - -
Joseph Murphy 11,379 6,555 ~ - - - - - —
Gordon Boyd? - - - - - - - — -
Gillian Sheldon® 12,500 12,500 - - - - - - —
Andrew Williams* 100,000 100,000 - - - - - - —
Baroness Lucy
Neville-Rolfe® 13,842 13,842 - - — - - - ~
1. Galculated using the closing share price on 31 Decamber 2021 (36.5p)
2 Gordon Boyd's beneficially held interests aras shown at tha dats of his resignation on 11 May 2021,
3. Gillian Sheldon's beneficially held interests are shown at the date of her resignation on 28 February 2021
4 Andrew Williams® beneficially held interests are shown at the date of his resignation on 11 May 2021
5

Baraness Lucy Neville-Rolfa's beneficially hald interssts are shown at the date of her resignation an 14 December 2021.

Between the end of the 2021 financial year and 9 March 2022, Jon Lewis, Tim Weller and Joseph Murphy acquired 5,264 shares under the Capita share ownership plan, increasing their beneficial interest
in ordinary shares of the Company to 797,058, 264,608 and 13,134 respectively. Although Capita does not have & 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)

DAB plan

A deferred award is the deferred element of an individual's annual bonus. Any deferral is made
on a gross basis into deferred shares or as a {net of tax) 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 2021

- Caplta plc
. Annual Repart 2021

* governance

Name of director 2019 award? Tatal
Jon Lewis’ 516,029 516,029
Tim Weller! n/a n/a

1. Jon Lewis and Tim Weller joined Capita on 1 December 2017 and 12 May 2021 respectively. Tim Weller was. theretare, not eligible for a bonus
in 2013 (in respecl of 2018 performance). As a result of no bonus award for 2019 performance and no benus operated for 2020, there have
been no further deferrad bonus awards.

2. The valus of the 2019 deferred award awarded on 21 March 2018 was included i the annual bonus vaiue in the 2018 singla-figurs table. This
award ts due to vest on 21 March 2022.

Unvested LTIP awards

Name of director 2019 award 2020 award

Jon Lewis 1,782,786 1,770,000

Dretails of the performance targets and expected vesting in respect of the 2019 awards are set out
on page 115.

The periormance targets and underpin for the 2019 and 2020 LTIF awards are as follows:
2019 awards:

2020 awards:
Performance Threshotd Target Stretch

Performance underpin measure Weighting (25% vests) {50% vests) (100% vests)

Assessment of the Relative TSR 75% Median TSR Pro-rating Upper gquartile

underlying financial nerformance vesting TSR

and operational vs the between performance vs

performance of Capita canstituents of  median and the constituents

over the performance the FTSE 250  upperquartile  of the FTSE 250

period (excluding performance on  (excluding
investment a straight line investment trusts)
trusts) basis between

25% and 100%

Responsible business scorecard:

Client 10% 3 point positive & point positive 9 point positive
swing in NPS swing in NPS  swing in NP3
Employee 10% 3 point positive 8 point positive 9 point positive
swing in NPS swing in NPS swing in NPS
Suppliers 5% - Maintain Exceed current
adherence current
to prompt
payment code
Unvested restricted share awards
Hame of director 2021 award
Jon Lewis 2,166,100
Tim Weller 1,082.685

There are no performance targets attached to the RSAs. However, vesting is subject to: (i)
continued employment; (i) satisfactory personal performance during the relevant vesting periods;
and (i)} a positive assessment of performance against two underpins (see below).

The underpins for the 2021 awards are as follows:

Performance Trreshold Target Stretch
Performance underpin metric Weightihg (25% vests) {50% vests) (100% vests)
Assessment of the Free cash flow 25% £190m £210m £250m
underlying financial and EBIT margin~ 25% o4 10% 120,
onmﬂm:.o:m_ performance Organic 25% £3,000m £3,850m £4,050m
of Capita aver the revenue growth
performance period Customer 12.5% 6 noint positive 8 point positive 12 point positive
satisfaction swing in NPS  swing inNPS  gwing in NP3
Employee 12.5% 6 acint positive 8 point positive 12 point positive
engagement swing in NPS  swingin NPS  swing in NPS

- underpini 1. Capita’s TSR cver the three years ending 31 December 2023 must be positive for any
RSAs granted fo executive directors to vest; and

- underpin 2: the committee must be satisfied with the underlying performance of Capita and tha
there have been ro environmental, social or governance issues resulting in material reputational
damage. If this is not deemed to be met, the committee will consider a reduction to the final
vesting level of the RSAs (including to nil).
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Satisfaction of options

Whan satisfying awards made under its share pians, the Company uses newly issued, treasury or

purchased shares as appropriate.

Dilution

All awards are made under ptans that incorporate the overall dilution limit of 10% in 10 years. The
estimated dilution from existing awards, including executive and all-employee share awards, was
approximately 2.6% of the Company’s share capital at 31 Becember 2021.

Executive directors’ service agreements

Executive directors Date of joining the Company

Notice period

Jon Lewis 1 December 2017

12 manths

Tim Weller 12 May 2021

12 months

Non-executive directors’ terms of engagement

Non-executive directors Date of joining the Board

Expiry date of current appointment

Sir lan Powell 1 September 2016

31 December 2022

David Lowden 1 January 2021

31 December 2023

Matthew Lester 1 March 2017

28 February 2023

Georgina Harvey 1 October 2019

30 September 2022

Nneka Abulokwe 1 February 2022

31 January 2025

John Cresswell 17 Novemnber 2015

16 November 2024

Neelam Dhawan 1 March 2021

29 February 2024

Baraness Lucy Neville-Rolfe' & December 2017

14 December 2021

1. Baroness Lucy Neville-Rolfe siepped down from the Board an 14 December 2021,
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Board changes

As per the announcement on 11 May 2021, Gordon Boyd stepped down from his position as interim
CFO and Executive Director with immediate effect. Gordon Boyd was appointed on & short-term
contract of £100,000 per month. Me therefore received his base salary only up to the date of leaving
(12 May 2021) and was not entitied to any further remuneration in respect of pension, bonus, share
awards or termination payments.

Tim Weller was appointed as CFO and Executive Director on 12 May 2021 on a base salary of
£545,000. While the Committee is conscious that this is highar than his predecessor’s salary at
Capita (£430,000), the Committee believes that the salary positioning is appropriate for the following
reasoNs:

- Board experience: Tim is a seasoned board director and with 20 years’ experience as a CFO. At
his previous employer, Tim was CFO from 2016 to 2021.

+ Market alignment: in order to recruit Tim, it was essential to offer a market aligned joining salary
reflecting the size and compiexity of the role. The market assessment was confirmed during the
recruitment process.

Previous remuneration: Tim joined from G4S where he received a significantly higher base salary
(around £660k} and pension provision. While the on-target bonus and long-term incentives were
broadly comparable to Capita in £ terms, the total value of Tim's previous remuneration package
at on-target and maximum levels was significantly greater than the package at Capita.

.

Payments to former directors (audited)

No payments were made to former directors.
External appointments for executive directors

During the year Jon Lewis served as a non-executive director for Equinor ASA. He received and
retained fees of NOK 604,826 for the period 1 December 2020 — 30 November 2021, Tim Weller is
a non-executive director of The Carbon Trust for which he receives an annual salary of £17,000.
The committee acknowledges these roles can benefit Capita through broadening Jon's and Tim’s
knowledge and experience.
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Percentage change in remuneration levels

The table below shows change in base compensation, benefits and annual bonus for the Board
directors in the 2021 and 2020 financial years, compared with the average for ali employees of the
Company (Capita plc):

2021 2020
Base Taxable Annual Base Taxable Annual

salaryfices benetits'® bonus salary/iees benefits bonus
Executive directors’
Jon Lewis 14.3% 5.1% 10092 -12.5% -36.9% -
Tim Weller® - - - - - -
Gordon Boyd? 0% 100% - - - -
Patrick Butcher® - -100% - -12.5% -10.8% -
Non-executive directors!
Sir ian Powell 14.3% - - -12.5% -100% -
David Lowden® - - - - — -
Matthew Lester 13.9% - - -12.5% - -
Georgina Harvey 14.3% - - -12.5% - -
John Cresswell 14.3% - - -12.5% — -
Neetam Dhawan® - - - - - -
Lyndsay Browne” 14.3% - - -12.5% - -
Joseph Murphy’ 14.3% - - -12.5% - -
Gitlian Sheldon?® 14.3% 100% -12.5% - -
Andrew Williams® 14.3% 100% -12.5% - -
Baroness Lucy Nevilie-Rolfe® 14.3% - - -12.5% - -
Employee population® 2.8% 4.4% 123.2% 5.5% 20.8% -35.2%

1 The percentage change shown for the directors is based on the single figure info-mation disclosed on page 109. The increase in satary/fess
for 2021 is due to the voluntary reduclion taken by executive &nd non-executive dirgetors in 2020 in response to Covid-19.

. Jon Lewis gid not receive a bonus in 2020 as the bonus plan was cancelled in response to Covid-19. The increase is therefore shown as 100%.

2

3 Tim Weller was appointed to the Board on 12 May 2021 Comparativa figures are therafore unavailable.

4. Gordon Boyd was appointed mtenm CFO on 16 November 2020 and stepped doan on 12 May 2021, He received a base salary of 100,000 a
manih and was not eligible for any variable remuneration o pension contibution On an annuatised basis his salary herefore did nal change
between 2020 and 2021.

5. Patrick Butcher stepped down from the Board on 18 November 2020. He therefore reteved no base salaryffess i 2021. Taxabls benetits
reduced from £15,252 in 2020 to £905 in 2021,

6. David Lowden and Neelar Dhawan were appointed to the Board duririg 2021, Comparativa figures are thersfore unavailable.

7. Percentage change numbers shown relate ‘o Iees as a non-executive employee director.

illian Shelden, Andrew Williams and Baroness Lucy Neville-Rolle stepped dawn from the Board during 2021. For comparative purposes,
their 2021 fees have been annuglised to show the percentage change since 202¢.

9. The empioyee population infarmation shown is for GK emploveas empioyad in the Capitapleentiy.

10. Taxable benelits were £0 r 2020 but £1,305, £896 and £902 for Gordon Boyd, Gilian Sheldon and Andrew Williams respectively m 2021,
The increase is therefore shown as 100%.

Capita plc
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CEO pay ratio

The table below compares the single total figure of remuneration for the CEC with that of the
Group's employees who are paid at the 25th percentile (lower quartite), 50th percentile (median)
and 75th percentile (upper guartile) of its UK emplayee population.

25th percentile 50th percentile 75th percentile

Year Method pay ratio pay ratio pay ratio
2021 Option B 511 a0:1 25:1
2020 Option B 61:1 441 29:1
2019 Option B 4111 251 1401

1. I acgordance with the regulations, the 2020 GEO single figure has been updated to reflect the value of the LTIP based on the share piice at
the vesling date. The 2020 pay ratio figuras have thersfora been adjusted accordingly

The 2021 remuneration figures for the employee at each quartile were determined with reference io
the financial year ending 31 December 2021. Due to the complexity of Capita’s corporate and
workforce structure, Option B was used to calculate these figures. The committee believes that this
approach provides a fair representation of the CEQ 1o employee pay ratios and is appropriate in
comparison to alternative methods, balarcing the need for statistical accuracy with internal
cperaticnal constraints.

A fuli-time and full-year equivalent total pay and benefits figure for 2021 was calculated for each
quartiie point employee using the single figure methodology. This was also sense checked against
a sample of employees with hourly pay rates either side of the identified individuals to ensure that
the appropriate representative employee was selected. No adjustments were made to the total pay
and benefits figures (other than the approximate up-rating of pay elements where appropriate to
achieve fuil-time and full-year equivalent values) and no components of pay have been omitted.

The table below sets out the 2021 full-ime equivalent salary and total pay and benefits for the three
identified guartile point employees:

2021 25th percentile (P25) Median (P50)  75th percentiie (P75)
Salary £18,251 £29,457 £39,833
Total pay and benefits 224,386 £31,040 £48,997

The committee recognises that the 2021 ratios are slightly lower than last year. The CEO’s single
figure of remuneration for 2021 is marginally higher than the figure for 2020 (£3.4% increase) for the
following reasons:

+ The value of the 2019 LTIP vesting outcome (included in the 2021 single figure} is significantly
lower than the 2018 LTIP (included in the 2020 single figure).

+ The impact of the LTIP is partially offset by:
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- an increase in the reported salary figure for the CEO (and other directors) for 2021, as the 2020
figure included a voiuntary 25% reduction in salaryffeas for sk months as part of Capita’s
response to Covid-18 — no reduction applied to the CEO (or other directors) during 2021; and

—the 2021 single figure includes an annual bonus of £359,020 (24.8% of maximum), whereas the
CEO (and wider workforce) received no annual bonus in respect of 2020.

The pay ratios have fluctuated sirnce reporting commenced in 2019, primarily as a result of
vatiabflity in incentive outcomes for the CEQC.

Capita is committed to offering its employees a competitive remuneration package. Base salaries
for employees, including cur executive directors, are determined with reference to a range of factors
including market practice, experience and performancs in role. Due to the nature of his role, the
CEO’s remuneration pacikage has higher weighting on performance-related pay (including the
annual bonus and historical LTIP) compared to the majority of the workforce. This means 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, as reflected by the change in ratio from 2020 to 2021, For these reasons, the
committee considers that the median CEO pay ratio is representative of the UK employee base.

Gender pay gap reporting

The Company’s 2021 gender pay gap data will be available on the government website
https:/gender-pay-gap.service.gov.uk from April 2022.

Relative importance of the spend on pay

The table below shows the spend on employee costs in the 2021 and 2020 financial years,
compared with dividends:

2021 2020

£m £m % change
Employee cosis 1,767.1 1,794.8 -1.5%
Dividends

Capita plc

Carparate
Annual Report 2021

governance

Performance graph and CEQ pay

The following chart compares the value of an investrment of £100 in the Company's shares with an
investrent of the same amount in the FTSE All-Share Index and the FTSE 350 Support Services
Index over the iast 10 years, assuming that all dividend income is reinvested. The FTSE 350
Support Services has been chosen as the appropriate comparator as Capita is a constituent of this
index.

£400
£350
£300
2250
£200
£150
£100

€30

Total shareholder refurn rebased at 100

£0

Oidar 12 31 Dec12 31Deci13 31Dec1d 31 Dec15 3tDeci6 31Dect17? 31 Dect8 31Dec1d 2iDec20 31 Deci

—— Capita Group -—= FTSE All Share Index --— FTSE 350 Support Services Index

The total remuneration figures for the CEC for 2021 and the previous ning years are shown in the
table below based on the single figure methodology.

The annual bonus payout and LTIP award vesting level as a percentage of the maximum
opportunity are also shown for this year.

RSA vesting percentages will be shown in respect of the estimated/actual value at vesting in
respect of the year ending just prior to the vest date.
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CEQ - singte Annual bonus Long-term

figure of total (vs max incentive (vs max
Year remuneration cpportunity) opportunity)
2021 £1,237,918 24.8% 12.5%
2020 £1,196.582 0% 80%
2019 £789,678 0% 0%
2018 £2,014,209 B85% 0%
2017 £741,376 0% 0%
2016 £682,958 0% 0%
2015 £2,520,428 50% 71.4%
2014 £2,568,998 100% B87.2%
2013 £2,326,250 75% 54.5%
2012 £2,038,233 100% 47.8%

Note: the vesting percentages for the long-term incentives are averaged between the LTIP and the
DAB vesting rates for 2012-2013 and 2015. For 2014, this is the actual vesting for the LTIP as there
is no DAB maturity in 2014. Note: figures for 2012—2013 are based on remuneration for Paul Pindar.
Figures for 2014-2(16 are based on remuneration for Ar dy Parker. Figures for 2017 are based on
remuneration paid to Andy Parker as CEO until 15 Septe mber 2017, to Nick Greatorex as interim
CEQ from 16 September 2017 to 30 Novermber 2017, and to Jon Lewis as CEO from 1 December
2017. In accordance with the regulations, the 2020 CEO single figure has been updated to reflect
the value of the LTIP based on the share price at the vesting date (rather than an estimate of the

share price at vesting}.

Approvatl of the directors’ remuneration report

The directors’ remuneration report was approved by the Board on 9 March 2022.

Georgina Harvey

Chair

Remuneration Committee
G harch 2022

| Capita ple
Annuat Repart 2021

| Carporate
gavernance
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