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CAPITA BUSINESS SERVICES LTD

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

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

Review of the business

Capita Business Services Ltd ("the Company") is a wholly owned subsidiary (indirectly held) of Capita ple, which along with all its
subsidiaries is hereafter referred as "the Group”. The Company operates within the Experience, Portfolio and Public Service divisions
of the Group.

The principal activity of the Company continued to be that of the provision of outsourcing services. These services consist principally
of the following:
® taking complete responsibility under long term contructs for a range of integrated services comprising customer services, IT,
business support and consultancy;
® providing administration and related services; and

providing recruitment, training, career change und outplacement services to the public and private sectors.
There have not been any significant changes in the Company's principal activities in the year under review.

As shown in the Company's income statement on page 12, the Company's revenue has decreased from £1,338.9m in 2020 to
£1.331.0m in 2021, while operating profit has increased from £19.3m in 2020 to £81.4m in 2021.

During 2020, operating profit was impacted by the COVID -19 pandemic, new contract wins not yet replacing profits from lest
contracts, reduced transactional reveaue. mostly due to the pandemic, and scope and velume reductions.

The Company responded robustly to the challenges ot 2020, in¢cluding the COVID -19 crisis. The Company began 2021 with
expectations of improving the business further, delivering modest growth and continued to focus on delivering better quality service
to its clients. Despite reduction in revenue, significant operating profit improvement was uchieved based on continued benefit from
cost out initiatives and operational efficiencies, increased volumes from its framework agreements and new contract wins.

2021 benefited from the commencement of the Royal Navy and Royal Marines training contract which commenced in January,
combined with the annualised impact of the Defence Fire and Rescue Project (DFRP) contract in Capita Public Service, additional
contract value with the small wins across divisions. These benefits were offset in part due to reduced velumes across a range of
contracts across divisions.

On 29 July 2021. the Company completed the sale of its investment in Axelos Limited (joint venture with the UK. Government) and
recorded g gain on disposal of £106.3m (net of disposal costs).

The Company received a special dividend from the Capita Scotland {Pension) Limited Partnership (the Partnership) of £146.5m
which was offsct in part against impairment of its jovestment in the Partnership for £94.7m. In addition. the Company reecived a
dividend of £169.0m from Capita ESS Holdings Limited.

Refer to notes 5, 6 and 7 for more information on investment income, other income and impairment respectively.

The Group’s new corporate structure has simplified the internal reporting and. together with the advancement of the Board approved
disposal prozramme, has provided increased clarity over the composition of future forecasts of taxable profits. Accordingly. an
adjustment (de-recognition) of £37.3m was made to the camrving value of the deferred tax asser recorded as a current year charge in
2021. Refer to note 2 and ¢ for more information.

The balance sheet on pages 14 - 15 of the financial statements presents the Company's financial position at the year end. Net assets
have increased from £622.9m as at 31 December 2020 to £792.5m as at 31 December 2021. This movement is driven by the total
comprehensive income of £458.6m in the current year partially offset by the payment of a dividend to its parent company. Details of
amounts owad by/to its parent company and fellow subsidiary undertakings are shown in note 19. 20 and 28 to the financial
statements.




CAPITA BUSINESS SERVICES LTD

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

Key tinancial performance indicators used by thz Group are adjusted profit betore tax, adjusted earnings per share operating margins,
adjusted free cash flow. gearing and return on capital employed. The Group manages its operations on a divisional basis and as a
consequence, some of these indicators are monitored at a divisional level. The performance of the Experience, Portfolio and Public
Service divisions of the Group are discussed in the Group®s Annual Report which does not form part of this report.

The Dircctors have formed the judgement that 1t is appropriate to prepare the financial statements on the going concern basis.
Therefore, the financial statements do not include any adjustments which would be required if the going concern basis of preparation
is inappropriate. Further details of the going concern assessment are provided in section 1.1, page 17 of the financial statements.

Principal risks and uncertainties

The Company is subject to various risks and uncertainties during the ordinary course of its business, many of which result from
factors outside of its control, The Company’s risk management framework provides reasonable (but cannet provide absolute}
assurance that significant risks are identified and addressed. An active risk management process identifies, assesses, mitigates and
reports on strategic. financial, operational and compliance risk.

The principal risks for the Company are:
® TPurpose: Failure to live our purpose and to change stakeholder perception so that we are seen to live our purpose.
Strategy: Failure to define and resource the right medium-term strategy.

[nnovation: Failure to innovate and develop new value propositions for clients and customers.

People attraction & retention: Failure to attract, develop. engage and retain the right people for current and future client
propositions.

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

Data protection: Failure to protect data, information and IT systems.

Contracts: Failure 1o secure new and/or extend existing contracts.

Delighting clients: Failure to delight clients and deliver contractual obligations.

Internal centrol: Failure to develop and maintain a risk-based system of internal control.

Political climate: Failure to plan for, influence and respond to potential changes in the political climate.

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

Wellbeing, health & safety: Failure of Capita to protect the wellbeing, health and safety of all Capita's employees, service
users, and others.
® Climate change: Failure to adapt Capita and its services to the impacts of climate change,

As a subsidiary of Capita ple. the Company is subject to controls and risk governance techniques across all businesses. Details of the
specific risk assessments and mitigating actions are outlined on page 52 of the Group's 2021 Annual Report.

Section 172 statement

Capila ple’s section 172 statemnent applies 1o both thie Divisions aod the Company o the exlent il relates w the Comnpany’s aclivilies.
Common policies and practices are applicd throughout the Group via divisional management tcams ard a common governance
framework. The following disclosure describes how the Directors have had regard to the matters set out in section 172{1a) to {f) and
torms the Drectors” statement required under section 414CZA of the Companies Act 2006.

Further details of the Group approach to each stakeholder are provided in Capita p.c’s section 172 statement which can be found on
page 40 and 41 of Capita ple’s 2021 Annual Report.
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FOR THE YEAR ENDED 31 DECEMBER 2021

Our People
Why they ars importtant

What matters Lo them?

How we engaged?

Topics of Engagement

Outcomes and actions

Risks to stakeholder relationship

Key Metrics

They deliver our business strategy; they support the organisation to kuild a valuz-based

cullure; and they deliver our products and services ensuring clienl satisCaction.

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

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

Protection of employees during Covid-19. human rescurces policies during Covid-19, future
ways of working a5 a result of Covid-19, and ercaning an inclusive workplace.

[ssue of Capita-specific Covid-19 guidance and regular updates: new and temporary HR
policies; inereased provision and support for employee wellbeing and flexible working: and
simplification of property portfolio and office space.

Qur ability to reeruit duc to the global ¢conomic bounce back, our ability to retain people,
impacting the quality of service we can provide and our ability to change our culture and

practices in line with our responsible business agenda.

Employee net promoter score, people survey completion level.

Clients and Customers

Why they ars importtant

What matters to them?

How we engaged?

Topics of Engagement

Outcomes and actions

Risks to stakeholder relationship

Key Metrics

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

High-quality scrvice delivery; delivery of transformation projects within agreed timeframes;
rapid responsz to support pandemic planning; and responsible and sustainable business
credentials.

Client meetings and surveys, Regular meetings with government and annual review with
('abinet Office and Created a senior client partner programms giving an experienced, single
point of contact for key chents and customers.

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

Feedback provided to business units to address any issues raised, client value propositions
leam supporting divisions with cocreation ideas; and senior client partner programme
undertaking client-focused growth sprints to build understanding of client issues and ideas to
help address them.

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

Custemer NPS; specific feedback on client engagements.
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Supplier and Partners
Why they ars importtant

What matters to them?

How we engaged?

Topics of Engagement

Outcomes and actions

Risks to stakeholder relationship

Key Metrics

They share our values and help us deliver our purpose; maintain high standards in cur supply
chuin; and achieve social, econumic and enviroumental beoefits aligned w the Sociul Value

Act.

Payments made within agreed payment terms, clzar and fair procurement process, building
lasting commgreial relationships, and working inclusively with all types of business.

Supplier meetings throughout source to procure process. regular reviews with suppliers,
supplier questionnaires and risk assessments,

Supplier payments. sourcing requirements, supplier performance, and the Supplier Charter.
Alignment of pavments with agreed terms: supplier feedback on improvements to
procurement process; improvement plans and innovation opportunities: and improved
adherence to supplier charter.

Environmental issues, commitment to tackling net zero, supply chain resilience

% of supplier payments within agreed terms; supplier relationship management feedback
score: SME spend allocation; and supplier diversity profile

Society
Why they are important

What matters to them?

How we engaged?

Topics of Engagement

Outcomes and actions

Risks to stakeholder relationship

Key Metrics

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

Secial mobility, youth skills and jobs: digital inclusion; diversity and inclusion; climate
change; business ethics and accreditations and benchmarking.

Memberships of non-governmental organisations, charitable and community parinerships,
external accreditations and benchmarking and working with clients, suppliers and the
C'abinet Office

Youth employment, tackling digital exclusion, workplace inequalities, and Climate change.

Publication of net zero plan; real living wage accreditation; youth and employability
programme; and commitments to tackle racism and enhance ethnic diversity.

Lack of understanding of the issucs important to them and insufficient communication or|
invelvement in shaping and influencing strategies and plans

Net zero by 2035: community investment: workforce diversity and ethnicity
data, including pay gaps.

On behalt ot the Board

E H Browuell
Director

22 June 2022




CAPITA BUSINESS SERVICES LTD

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2021

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

Results and dividends
The results for the year are set out on page 12.

The Company has paid dividend of £289.0m to its parent Capita Holdings Limited during the year (2020: £nil).

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

C F Baker {Resigned 28 May 2021)

D C Manuel {Resigned 31 December 2021)
J D Vincent {Resigned 30 July 2021}

R I Tolfts {Resigned 30 June 2021)

[ Amla {Resigned 30 July 2021}

AN Chapple

C Free

A Start {Resigned 19 May 2022)

M Cook {Resigned 31 July 2021}

P C Chapman {Resigned 30 September 202 1)
L Palmer {Appointed 28 May 2021)

E H Brownell {Appointed 6 December 2021)
M W Lansdown {Appointed 12 January 2022)
A D Murray {Appointed 13 May 2022)
Envirenment

The Company recognises the impocance of its environmental responsibilitics, monitors ils impact on the snviconment, and designs
and implements policies to reduce any damage that might be caused by the Group's activities. The Company operates in accordance
with Group policies, which are described in the Group’s 2021 Annual report that dees not form part of this report. Initiatives designed
to minimisc the Company’s impact on the envirenment include safe disposal of waste, reeyeling and reducing energy consumption.

Political donations
The Company made no political donations and incurred no pelitical expenditure during the year (2020: £nil).

Employees

Details of number of employees and related costs can be found in note 27 to the finuncial statemants.

Disabled persons

It is the Company’s policy to give full consideration to suitable applications for employment of disabled persons. Disabled employees
are eligible 1o participate in all career development opportunities available to staff. Opportunities also exist for employees of the
Company who become disabled to continue in their employment or to be retained in other positions within the Compuny.

Employce involvement

The Company participates in the Group's policies and practices to keep employees informed on matters relevant to them as emplovees
through regular meetings, newsletters, email notices and intranet communications. These communication initiatives enable employees
to share information within and between business units and employees are encouraged, through an open-door policy, to discuss with
management matters of interest to the employee and subjects affecting day-to-day operations of the Company. The Group's share
incentive plan 1s designed to promote employee share ownership and to give employees the opportunity to participate in the future
success of tha Group.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Business relationships
Details regarding relationships with suppliers, clients and others, together with further cross-references, are provided in the section
172 statemert on pages 3,4 and 5.

Post balance sheet date events
Material post balance sheet events are disclosed in note 34.

Auditor

KPMG LLP, have indicated its willingness to continue in office and will be deemed to be reappointed as auditor under section 487(2)
of the Companies Act 2006,

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

The Directors are responsible for preparing the Strategic report, the Directors” report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected to
prepare the finaneial statements in accordance with United Kingdom ("UK") accounting standards and applicable law (UK Generally
Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework,

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

® sclect suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;
state whether applicable UK acceunting standards have been lollowed. subject to any material departures disclosed and

explained in the financial statements:

agsess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and
use the going concern basis of accounting unless they either intend 1o liquidate the Company or to cease opetations, or have
no realistic alternative but to do so.

The Directors are respensible for keeping adequate accounting records that are sulficient o show and explain the Company’s
transactions and disclose with reasonable accuracy at any time the financial positicn of the Company and enable them to ensure that
the financial statements comply with the Companies Act 2006 They are responsible for such internal control as they determine is
neeessary Lo cnable the preparation of Ninancial stalements thal are [ree rom material misstatement, whether duc (o fraud or error, and
have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and to
prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corperate and financial information included on the Company’s
website. Legislation in the UK governing the preparation and dissemination of financial statements may differ from legislation In
other jurisdictions.

Statement of disclosure to auditor

So far as each person who was a Director at the date of approving this report is aware, there is no relevant audit information, being
information needed by the auditor in connection with preparing its report, of which the Company’s auditor is unaware. Having made
enquiries of fellow directors and the Company's auditor, each director has taken all the steps he/she might reasonably be expected to
tuke as a director in order to make himselftherselt aware of any relevant audit infonmation and to establish that the Company's auditor
is aware of that information,
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2021

Qualifying third party indemnity provisions

The Company has granted an indemnity to the Directors of the Company against liability in respect of proceedings brought by third
parties, subject to the conditions set out in the Companies Act 2006, Such qualitying third party indemmnity provision remains in force
as al the date of approving the Dircelors' report.

Corporate governance arrangements

The Company forms part of the Capita ple Group. Capita plc shares have a premium listing on the main market of the London stock
cxchange and Capita ple is subject to the requirements of the UK Corporate Governanee Code 2018 (the "Ceode”) published by the
Financial Reporting Council,

The Company did not apply a corporate governance code during the year as its governance arrangements form part of the wider
Group's governance arrangements and are integrated into the management of the Group as a whele.

The Company's board of directors includes the executive officer of each division in the Group. These executive ofticers are also part
ol the Group's Exceutive Commitiee (“ExCo™), led by the Chief Executive Officer of Capila ple.

Information about ExCo members is provided in the Capita plc's 2021 Annual Report. Decisions made by the Capita plc board and its
committees, or by the ExCo and its committees, are cascaded throughout the Group as applicable and the management of each
division, led by its Executive Officer, is responsible for their implementation among unregulated businesses in their division. Boards
of directors of regulated entities within the Group have authority to make decisions autonomously, with risk committee oversight at a
Group level. Monthly performance reviews are conducted by the ExCo with divisional management. These enable a two-way
conversation to take pluce about business strategy, developments and performance. The Directors of the Company remain responsible
for all decisions affecting the aperation of the Company's affairs.

On behalf of the Board

E H Brownell
Director

22 June 2022




INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF CAPITA BUSINESS SERVICES LTD

Opinion

We have audited the Ninancial statements of Capita Business Scrvices Lid (“*the Company™) {or the year ended 31 December 2021
which comprise the Income Statement, Statement of Comprehensive Income, Balance Sheet, Statement of Changes in Equity and
related notes, including the accounting policies in note 1.

In our opinion the financial statements:
e give a true and fair view of the state of the Cempany’s affairs as at 31 December 2021 and of its profit for the year then
ended;
. have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced Disclosure
Framework: and
. have been prepared in accordance with the requirements of the Companies Act 2006,

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} ("ISAs (UKY") and applicable law. Cur
rasponsibilitics are described below, We have fulfilled cur cthical responsibilitics under, and are independent of the Company in
accordance with, UK etlical requirements including the FRC Ethical Standard. We believe that the audit evidence we have obtained

is a4 sufficient and appropriate basis for our opinien.
Material uncertainty related to going concern

We draw atention to note 1.l to the financial statements which indicates that the Company is reliant on its ultimate parent
undertaking. Capita plc, in regard to its ability to continue as a going concern. The most recent financial statements of Capita ple
include material uncertainties that may cast significant doubt on its ability to continue as a going concern. The reliance of the
Company on Capita ple accordingly means that these events and conditions constitute a material uncertainty that may cast significant
doubt on the Group’s and in turn. the Company’s ability to continue as a going concern.

Our opinion is not modified in respect of this matter.

Going coneern basis of preparation

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the Company or to
cease its operations, and as they have concluded that the Company’s financial position means that this is realistic for the period to 31
August 2023 (“the going concern period™). As stated above, they have also concluded that there is material uncertainty related to
poing concern.

We used our knowledge of the Company, its industry, and the general economic environment to identity the inherent risks to ‘ts
business model and analyscd how those risks might affeet the Company’s financial resources or ability to continue operations over
the going concern period.

The risk that we considered most likely to adversely affect the Company’s available financial resources over this period was the
extent to which the Company is reliant on its ultimate parent undertaking, Capita ple (“'the Group”), which is driven by the following
factors:

The Company’s participation in the Group’s notional cash pooling arrangements:

The signiticant level of intercompany receivables from fellow Group undertakings;

The level of administrative suppott scrviees received from the Group;

The Company receives revenue from other Group entities or key contracts that mmay be terminated in the event of default by
the Group: and

® The Company forms part of a group of subsidiary companics owned dircetly or indircetly by Capita ple, cach of which
guarantee the obligations under certain funding arrangements of Capita plc

We considered whether these risks could plausibly affect the liquidity in the going concern period.




INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF CAPITA BUSINESS SERVICES LTD (CONTINUED)

Going concern basis of preparation (continued)

Our procedures including assessing the financial position ¢f Capita ple 1o determing there was a risk that it would not be able Lo
provide support to the Company. The most recent Capita ple financial statements have identified material uncertainties which reflect
the risk associated with the Group’s planed refinancing and disposal programme. These transactions are outside of Capita plc’s
control and represent material uncertamtics that may cast signilicant doubt on its ability 10 conlinue as a going concern should these
events not complete as planned, and therefore that Capita plc may be unable to realise its assets and discharge its liabilities in the
normal course of business. Given the reliance that the Company has on Capita ple. as set out above, this material uncertainty gives
risc 10 a material uncertainty ol the Company.

We considered whether the going concern disclosure in note 1.1 to the financial statements gives a full and accurate description of the
director’s asscssment of going concern, including the identilied risks and dependencices.

Our conclusions based on this work:

® we consider that the directors’ use of the going concern basis of accounting in the preparation of the financial statements is
appropriate;
® we found the going concern disclosure in note 1.1 to be acceptable.

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

Fraud and breaches of laws and regulations ability to detect

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditioas that could indicate an
incenlive of pressure Lo commil fraud or provide an opporlunily to commit lraud. Our risk assessment procedures ingluded:

®  Enquiring of directors, internal audit and inspection of policy documentation as to the Company’s high-level policies and
procedures to prevent and detect fraud, including the internal audit function, and the Company’s channel for
“whistleblowing”, as well as whether they have knowledge of any actual, suspected or alleged fraund.

* Reading Board Meeting minutes.

® (Considering the remuneration incentive schemes and perlormance fargels for management and directors including the
short-term incentive plan and long-term incentive plan for management remunaration.

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

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

As required by auditing standards and taking inte account possible pressures to meet profit and revenue targets, we pertorm
procedures to address the risk of management override of controls and risk of fraudulent revenue recognition. n particular, the risk
thal management may be in a posilion Lo make inapproptiate accounling cntries for long-term contracts, and the risk of bias n
accounting estimates and judgements such as contract modifications and terminations.

We also identified a fraud risk related (o inappropriate capilalisation, recognition or expensing of contract fulfilment costs in response
to meet profit targets.

In determining the audit precedures we took inlo account the results of our evaluation and testing of the operating effectiveness of
some of the Company-wide fraud risk management controls.

We performed procedures including:
® |dentifying journal entries and other adjustments to test, based on risk criteria and comparing the identified entries to
supporting documentation. These included those pos:ed by senior finance management and those posted to unusual accounts.
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Frand and breaches of laws and regulations — ability te detect (continued)

® Sclecting samples from additions to contract fulfilment ass¢ts during the year, which we agreed back o supporting
calculations and source documentation to assess whether the capitalisation was appropriate.

® Reviewing management’s contract profitability forecasts for contracts with significant contract fulfilment assets and
challenging the key assumptions in order 1o assess whether any impairment should be recorded against the carrying valuc of
the contract fulfilment assets.

Hdentifving and responding 1o risks of material missiarement related to complianee with laws and reguiarions

We identificd arcas of laws and regulations that could reasonably be expected to have a material effect 02 the (inancial statcmenis
from our general commercial and secter experience and through discussion with the directors and other management (as required by
auditing standards), and discussed with the directors and other management the policies and procedures regarding compliance with
laws and regulations,

We communicated identified laws and regulations throughout our team and remained alert to any indications of nen-compliance
throughout the andit.

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

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including financial reporting
legislation (including related companics legislation), distribulable profits legislation and taxation legislation and Coronavirus Job
Retention Scheme Legis.ation, and we assessed the extent o7 compliance with these laws and regulations as part of our procedures on
the related financial statement items.

Secondly, the Company is subicct o many other laws and regulations where the conscquences of non-compliance could have a
material effect on amounts or disclosures in the financial statements. for instance through the imposition of fines or litigation. We
identified the following areas as those most likely to have such an eftect: data protection laws, anti-bribery, employment law, and
certain aspects of company legislation recognising the nature of the Company’s activities, Audiling standards limit the required audit
procedures to identify non-compliance with these laws and regulations to enquiry of the directors and other management and
inspection of regulatory and legal correspondence, if any. Therefore if a breach of operationa’ regulations is not disclosed to us or
cvident from relevant correspondence, an audit will not detect that breach.

Context of the ability of the audit to detect franud or breaches of law or regulation

Owing to the inherent limitations of an audit. there is an unavoidable risk that we may not have detected some material misstatements
in the financial statements, even though we have properly planned and performed our audit in accordance with auditing standards. For
example, the further removed non-compliance with laws and regulations is from the events and transactions retlected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would identify it.

Tn addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may invelve collusion, forgery,
intentional omissions, mistepresentations, or the override of internal controls. Our audit procedures are designed to detect material
misstatement. We are not responsible for preverting non-compliance or fraud and cannot be expected to detect non-compliance with
all Taws and regulations.

Strategic report and directors’ report

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

Our responsibility is to read the strategic report and the dirsctors’ report and, in doing so. consider whether. based on our financial
statements audit work. the information therein s materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work:

® we have not identitied material misstatements in the strategic report and the directors™ report;
® in our opinion the information given in those reports for the linancial year is consistent with the finaneial statements; and
® in our opinion those reports have been prepared in accordance with the Companies Act 2006.

-10 -




INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF CAPITA BUSINESS SERVICES LTD (CONTINUED)

Matters on which we are required to report by exception

Under the Companics Act 2006 we are required 1o report 1o you if, in our opinion:

b adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or

b certain disclosures of directors’ remuneration specified by law are not made: or

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

We have nothing to report in these respects.
Dircctors' responsibilities

As explained more fully in their statement set out on page 6. the directors are responsible for: the preparation of the financial
statements and for being satistied that they give a true and fair view; such internal contrel as they determine is necessary to enable the
preparation of financial statcments that are free from material misstatement, whether duge to fraud or error; assessing the Company’s
ability to continue as a geing concern, disclosing, as applicable. matters related to going concern: and using the geing concern basis
of accounting unless they either intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditor's responsibilities

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

A fuller deseription of our responsibilities 1s provided on the FRCs website at www. lre.org uk/anditorsresponsibilities,

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

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

Malcolm Footer (Senior Statutory Auditor)

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

15 Canada Square

London

CI4 5GL

22 June 2022
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CAPITA BUSINESS SERVICES LTD

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020
Notes £m £m
Revenue 3 1,331.0 1,338.9
Cost of sales {1,049.5) (1,075.6)
Gross profit 281.5 263.3
Administrative expenses (200.1) (244.0)
Qperating profit 4 814 19.3
Tnvestment income 5 354.2 14.7
Other income 6 134.6 20.2
Impairment 7 (109.00 {151}
Met finance costs 8 (15.8) {175}
Profit hefore tax 445.4 Z1.6
Income tax (charge)/credit 9 (72.9) 3.4
Total profit for the year 372.5 25.0

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

The netes and informatian on pages 17 to 71 form an integral part of these financial statements,
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CAPITA BUSINESS SERVICES LTD

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Notes

Profit for the year
Other comprehensive income/{(expensc):
Items that will not be reclassified subsequently to profit or
loss:
Actuarial gain/{loss) on defined benefit pension schemes

26
Income tax effect 9

Other comprehensive income/{expense) for the year, net of
lax

Total comprehensive income for the year

2021

Lo
1
(3]
o

106.3
(20.2)

86.1

458.6

The neles and information on pages 17 10 71 form an integral part ol these Ninancial slalements,

2020
£m

-13 -




CAPITA BUSINESS SERVICES LTD

BALANCE SHEET
AS AT 31 DECEMBER 2021

Notes
Non-current assets
Property, plant and equipment 10
Intangible assets 11
Right-of-usc asscts 12
Investments in subsiciaries 13
lnvestiment in associates 14
Contract fulfilment assets 16
Financial assets 17
Trade and other receivables 19
Deferred tax 9
Emplovee benefits 26
Current assets
Financial assets 17
Inventories 18
Trade and other receivables 19
Cash and cash equivalents 15
Total assets
Current liabilities
Trade and other payables 20
Deferred income 21
Financial liabilitics 23
Lease liabilities 22
Provisions 25
lncome tax payable
Non-current liahilities
Trade and other payables 20
Deferred income 21
Financial liabilities 23
Lease habilitics 22
Provigions 25
Employee benefits 26

Total liabilitics

Net assets

2021
£m

524
76.0
208.8
279.1
1.9
2393
88.1
59
548
7.2

1,013.5

7.0
1.9
909.8
1.7

921.0

-
]
[
e
n

2343
366.7
59
385
438
442

7334

1.2
908

2020
£fm

63.1
1055
248.0
403.1

6.7
1959
82.3
53
8.6

L220.5

387.3
3645
29.8
5.7
337
14.1

880.1

[re)
Ch —
e

345.6
08
241.8

674.8

1,554.9

6229
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CAPITA BUSINESS SERVICES LTD

BALANCE SHEET (CONTINUED)
AS AT 31 DECEMBER 2021

Nutes
Capital and reserves
[ssued share capital 24
Share premium 24

Capital redemption reserve
Retained earnings

Total equity

2021
£

0.0
60.0
0.7
7318

7925

The notes and information on pages 17 to 71 form an integral part of these financial statements.

Approved by Board and authorised for issue on 22 June 2022

E 11 Brownell
Director

Company Registration No. 02299747

2020
£

0.0
60.0
0.7
562.2

6229
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CAPITA BUSINESS SERVICES LTD

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

At 1 January 2020
Profit for the year

Cllier comprehiensive expense

Tolal comprchensive income for the year
Contribution in respect of share based payment charge
Settlement of share based payment charged by
intercompany

At 31 December 2020

Profit for the year
Other comprehensive income

Total comprehensive income for the year

Equity dividends paid

Contribution in respect of share based pavment charge
Settlement of share based payment charged by
intercompany

At 31 December 2021

ShareShare premium  Retained Capital Total
capital earnings redemption  equity
reserve
£m £m £m £m £fm
- 60.0 556.5 0.7 617.2
- - 250 - 25.0
- - (19.3) - (19.3)
- - 5.9 - 3.7
- - 1.7 - 1.7
- - {1.7} - (1.7}
- 60.0 562.2 0.7 622.9
- - 3725 - 372.5
- - 86.1 - 86.1
- - 458.0 - 458.6
- - (2859.0) - (280.0)
- - 0.2 - 4.2
- - {0.2) - (0.2)
- 60.0 731.8 0.7 7925

The notes and infermation on pages 17 to 71 form an integral part of these financiul statements.

Share capital

The halance classified as share capital is the nominal proceeds on issue of the Company's equity share capital. comprising 13,209

ardinary shares.

Share premium

The amount paid to the Company by shareholders, in cash or other consideration, over and above the nominal value of the shares

issued to them less issuance costs.

Capital redemption reserve

The Company can redeem shares by repaying the market value to the shareholder, whereupon the shares are cancelled. Redemption
must be from distributable profits. The capital redemption reserve represents the nominal value of the shares redeemed.

Retained earnings

Net profits accumulated in the Company after dividends are paid.
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CAPITA BUSINESS SERVICES LTD

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies
Basls of preparation
Capita Busingss Scervices Lid is a company incorporated and domiciled in the UK.

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

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

Board assessment

Base case scenario

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

Severe but plausible downside

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

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

Reliance on Capita ple (“the Group™)

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

® provision of certain services, such as administrative support scrvices and should the Group be unable to deliver these
services, the Company would have difficulty in continuing to trade;

participation in the Group’s notional cash pooling arrangements, of which £11.6m was held at 31 May 2022. In the
event of a default by the Group, the Company may not be able to access its cash balance within the pocling
arrangement;

recovery of receivables of £780.1Im from fellow Greup undertakings as of 31 May 2022, If these receivables are not
able to be recovered when forceast by the Company, then the Company may have difficulty in continuing to trade:

® additional funding that may be required it the Company suffers potential future losscs;

revenue from other Group entities and key contracts that may be terminated in the event of a default by the Group;

17 -




CAPITA BUSINESS SERVICES LTD

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

1 Accounting policies {Continued})
1.1 Basis of preparation (continued)

® revenue earned by ils subsidiaries [tom other Group entitics and/or key contracts that may be terminated in the event of
a default by the Group; and

® the Company forms part of a group of subsidiary companies owned dirgetly or indireetly by Capita ple each of which
guarantee the obligations under certain funding arrangements ot Capita ple and Capita Holdings Limited (refer to note
1.2)

Given the reliance the Company has en the Group, the Directors have considered the financial position of the ultimate parent
undertaking as disclosed in ils most recent consolidated financial statements, being lor the year ended 31 December 2021,

Ultimate parent undertaking — Capita plc

The Capila ple Board (‘the Board”) concluded that it was appropriaie 1o adopt the going concern basis, having undertaken a
rigerous assessment of the financial forecasts, key uncertainties, and sensitivities, when preparing the Group's consolidated
financial statements to 31 December 2021, These financial statements were approved by the Board on 9 March 2022 and are
available on the Group’s website (yww v capiticeont iny estors), Below is a summary of the position at 9 March 2022;

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

The base case financial forecasts demonstrate liguidity headroom and compliance with all covenant measures throughout the
going concemn period to 31 Auguost 2023,

The principal miligation to the possibility of insufficient liquidity in the severe bul plausible downside scenatio is Lhe
continuation of the Board approved disposal pregramme which covers businesses that do not align with the Group’s
longer-term strategy. The Group has a strong track record of executing major disposals. In 2021, the Board targeted to achieve
£700m of disposal proceeds by 30 June 2022 and will exceed this target on the completion of the announced disposal of
Trustmarque and Speciality Insurance businesses. The disposal programme continues, with further disposal processes launched
in early 2022. The Board is confident that the disposal programme will be delivered, thereby introducing substantial net cash
praceeds Lo the Group, albeit with a corresponding removal of consolidated profits and cash flows associated with the disposal
businesses.

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

Muterial uncertainties related to the Group:

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1.2

Accounting policies {Continued})

Basis of preparation {continued)

Refleeting the Board’s conlidence in the benelits expected from the completion of the transformation programme and
execution of the approved dispesal programme coupled with the potential to obtain further financing beyord its existing
committed funding facilities, the Group continues to adopt the going concern basis in preparing these financial statements. The
Board has concluded that the Group will be able W continue in operation and meet their liabilities as they Tull due over the
period to 21 August 2023. Consequently, these financial statements do not include any adjustments that would be required if
the going concern basis of preparation were to be inappropriate.

Conclusion

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

However, as the Group’s financial statements have identified material uncertainties giving rise to significant coubt over the
Group’s ability to continue as a4 going concern, given the Company’s reliance on the Group as set out above, this in turn gives
rise to & material uncertainty relating to events and circurnstances which may cast significant doubt about the Company’s
ability to continue as a going concern and, therefore, that the Company may be unable to continue in operation and discharge
its lianilities in the normal course of business. The financial statements do not include any adjustments which would he
required if the going coneern basis of preparation were to be deemed inappropriate.

Guarantor group

The Company forins part of a greup of subsidiary companies owned directly or indirectly by Capita plc each of which
guarantee the obligations under certain tunding arrangements of Capita ple and Capita Holdings Limited. ‘These funding
arrangements are: Capita ple’s principal bank credit facilitics, Euro fixed rate bearcr bonds and a Schuldschein toan issued by
Capita ple, and US private placement loan notes issued by Capita Holdings Limited. These arrangements are subject to
ongoing compliance with covenants that include the Group’s maximum ratio of adjusted net debt to adjusted CBITDA and
minimum interest cover. The covenant threshold tests are required to be carried out twice a year.

Under the Capita ple’s committed bank tacilities and Eure fixed rate bearer notes covenants at 31 December 2021 the Group’s
adjusted net debt to adjusted EBITDA ratio was 2x compared to a maximum permitted value of 3.5x and annualised interest
cover at 9.6x compared to a minimum permitted level of 4.0x. Under the US private placement loan notes covenant
caleulations, at 31 December 2021 the Group’s adjusted net debt to adjusted EBITDA ratio was 1.5x compared to a maximum
permitted value of 3.0x and annualised interest cover at 9.9x compared to a minimum permitted level of 4.0x.

Further details of -he covenant calculations are provided in section 8.2 of Capita plc's Annual report.
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CAPITA BUSINESS SERVICES LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Compliance with accounting standards

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

The Company's ultimate parent undertaking, Capita ple, includes the Company in its consolidated starernents. The consolidated
financial statements are prepared in accordance with international accounting standards in conformity with the requirements of
the Companies Act 2006 and with UK-adopted International Financial Reperting Standards {IFRSs) and the Disclosure and
Transparency Rules of the UK's Financial Conduct Authority. These are available to the public and may be obtained fram
Capita ple’s website on hitps:ww s capiticon investars,

In these financial statements, the Company has applied the disclosure exemptions available under FRS 101 in respect of tae
following disclosures:
® A cash flow statement and related notes:
®  Comparative period reconciliations for share capital, tangible fixed assets and intangible assets:
Disclosures in respect of transactions with wholly owned subsidiaries:
Disclosures in respect of capital inanagement;
The effects of new bul not yet effective TFRSs:
Certain disclosures as required by IFRS 15;
Disclosures in respect of the compensation of key management personnel; and
Disclusures as required by TIFRS 16 Leascs.

Since the consolidated financial statements of Capita ple include equivalent disclosures, the Company has also taken the
disclosure exemptions under FRS 101 available in respect of the following disclosure:

® Certain disclosures required by IFRS 2 Share Based Payments in respect of Group settled share based payments;
Certain disclosures required by IAS 36 Impairments of assets in respect of the impairment of goodwill. indefinite life
intangible asscts and investment in subsidiarics;
Certain disclosures required by IFRS 3 Business Combinations in respect of business combinations undertaken by the
Company, in the current and prior periods including the comparative period recenciliation for goodwill; and
Disclosures required by IFRS 7 Financial Instrument Disclosures and certain disclosure cxemptions as permitted by
IFRS 13 Fair value measurement.
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CAPITA BUSINESS SERVICES LTD

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

1 Accounting policies {Continued})
1.4  Changes in accounting policles

The TASB has issued the lollowing amendment with an effective date afier the date of these financial statements,

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

The amendments specify which costs an entity includes in determining the cost of fulfilling a contract for the purpose of
assessing whether the contract is enerous. The amendments apply for annual reporting periods beginning on or after | January
2022 to contracts existing at the date when the amendments are first applied. At the date of initial application, the cumulative
cffect of applying the amendments is recognised as an opening balance adjustment to retained carnings or other components of
equity, as appropriate. The comparatives are not restated.

The Company is in the advanced stages of the assessment of the amended standard and based on its current assessment, it 1s
expected to result in an increase of £0.4m to the Company s onerous contract provisions.
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CAPITA BUSINESS SERVICES LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})

Revenue recognition

The Company gencrates revenue largely in the United Kingdom, As deseribed in the sirategic report, the Company operales a
number of diverse businesses and accordingly applies a variety of methods for revenue recognition, based on the principles set
out in IFRS 15.

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

Revenue is recognised cither when the performance obligation in the contract has been performed (so “point in time’
recognition) or ‘over time” as control of the performance obligation is transterred to the customer.

For all contraets, the Company determings il the arrangement with a custormner creales enlorecable rights and obligations, This
assessment results in certain Master Service Agreements {MSAs) or Frameworks not meeting the definition of a contract under
IFRS 15 and as such the individual call-off agreements, linked to the MSA, are treated as individual contracts.

The Company enters into contracts which contain extension periods, where either the customer or both parties can choose to
extend the contract or there 1s an automatic annual renewal, and/or termination clauses that could impact the actual duration of
the contract, Judgement is applicd to assess the impact that these clauses have when delermining the appropriale contract term,
The term of the contract impacts both the period over which revenue frem perfermance obligations may be recognised and the
period over which contract fulfilment assets and capitalised costs to obtain a contract are expensed.

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

(i) distinet — to be accounted for as separate performance obligations;

(11) not distinet — to be combined with other promised goods or services until a bundle is identified that 1s distinet; or

(in) part of a scries of distinet goods and scrvices that are substantially the same and have the same pattern of trans(er to the
customer.

At contract ingeplion the total transaction price is estimated, being the amount to which the Company expects (o be entitled and
has rights to under the present contract. This includes an assessment of any variable consideration where the Company’s
performance may result in additional revenues based on the achievement of agreed KPIs. Such amounts are only included
based on the expeeted value or the most likely oulcome method, and only 1o the extent that it is highly prebable that no
revenue reversal will occur.

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

Once the (otal transaction price is determined, the Company allocates this o the identificd performance obligations in
proportion to their relative stand-alone selling prices and recognises revenue when (or as) those performance obligations are
satistied.

The Company infrequently sells standard products with observable stand-alone prices due to the specialised services required
by custemers and therefore the Company applies judgement to determine an appropriate standalone selling price. More
frequently, the Company sclls the customer a bespoke solution, and in these cases the Company typically uscs the expeetled
cost-plus margin or a contrzctually stated price approach to estimate the stand-alone selling price of each performance
obligation.
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CAPITA BUSINESS SERVICES LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

1

LS

Accounting policies {Continued})
Revenue recognition (continued)

The Company may offer price step downs during the life of a contract, but with no change to the underlying scope ol services
to be delivered. In general, any such variable consideration, price step down or discount is included in the total transaction
price 1o be allocated across all performance obligations unless it relates to enly one performance obligation in the contract.

For each performance obligation to be recognised over time, the Company applies a revenue recognition method that faithfully
depicts the Company’s performance in transferring control of the goods or services to the customer. This decision requires
assessment of the real nature of the geods or services that the Company has promised to transfer o the customer., The
Company applies the relevant cutput or input method consistently to similar performance obligations in other contracts.

When using the outpul method, the Company recognises revenue on the basis of dircel measurements of the value 1o L
customer of the goods and services transferred to date relative to the remaining goods and services under the contract. Where
the output method is used, in particular for long-term service contracts in which the series guidance is applied. the Company
ofien uses a method of time ¢lapsed that requires minimal estimation. Certain long-term contracts use output methods based
upon estimation of number of uzers, level of service activity or fees collected.

Il performance obligations in a contract do not meet the overtime criteria, the Company recognises revenuge al a point in time
when the service or good is delivered.

Contract modifications

The Company’s contracts are often amended lor changes in contract specifications and requirements. Contract modifications
exist when the amendment either creates new or changes the existing enforceable rights and obligations. The effect of a
contract modification on the transaction price and the Company’s measure of progress for the performance obligation to which
it relales, is recognised as an adjustment o revenue in one of the ellowing ways:

4} prospectively as an additional separate contract:

b} prospectively as a icrmination of the existing contract and ercation ol a new contract;
c) as part of the original contract using a cumulative catch up; or

d) as & combination ot (b) and {c).

For contracts in which the Company has decided there is a series of distinct goods and services that are substantially the same
and have the same pattern of transter where revenue is recognised over time. the modification will always be treated under
cither €a) or (b): (d) may arisc when a contract has a part-terminatien and a modilicalion of the remaining performance
obligations.

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

Judgement is applicd in relation e the accounting for such modilications where the final ierms or legal contracts have not been
agreed prior to the period end because management need to determine if a modification has been approved and if it either
creates new or changes existing enforceable rights and obligations of the parties. Depending vpon the outcome of such
negotiations, the timing and emount of revenue recognised may be different in the relevant accounting perieds. Modification
and amendments to contracts are undertaken through an agreed formal process. For example, if a change in scope has been
approved but the correspending change in price is still being negotiated, management uses its judgement to estimate the change
to the total transaction price. Importantly, any variable consideration is only recognised w the extent that it is highly probable
that no revenue reversal will oceur.
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CAPITA BUSINESS SERVICES LTD

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31 DECEMBER 2021

Accounting policies {Continued})
Revenue recognition (contlnued)

Contract fulfilment costs

Coniract fulfilment costs are divided into: (i) costs that give rise Lo an asset; and (i) costs that are expensed as incurred.

When determining the appropriate accounting treatment for such costs, the Company firstly considers any other applicable
standards. 1f those other standards preclude capitalisation of a particular cost, then an assct is not recognised under [FRS 15,

If other standards are not applicable to contract fulfilment costs, the Company applies the following criteria which, if met,
result in capitalisation when: (1) the costs dircetly relate 1o a contract or 10 a specifically identifiable anticipated contract; (i}
the costs generate or enhance resources of the entity that will be used in satisfying (or in continuing to satisfyl performance
obligations in the future: and (iii) the costs are expected to be recovered.

The Cempany has determined that, where the relevant specific criteria are met, the costs for {i) process mappirg and design;

(i1} systemn development; and (iil) project management; are likely to qualify to be capitalised as contract fulfilment assets.

The incremental costs of obtaining a contract with a customer zre recognised as a contract fulfilment asset if the Company
expects to recover them. The Company incurs costs such as bid costs, legal fees to draft a contract and sales commissions when
it gnters inlo a new contract,

The Company has determined that the following costs may be capitalised as contract fulfilment assets: (1) legal fees to draft a
contract afler the Company has been selected as preferred supplier: and (i1) sales commissions directly related 1o winning a
specific contract.

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

Utilisation

The wilisation charge is included within cost of sales, The Company utilises contract fulfilment assets over the expected
contract period using a systematic basis that mirrors the pattern in which the Company transfers contrel of the goods and
service to the customer. Judgement is applied to determine this period.

Derecugnition

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

Impeirment

At cach reporting date, the Company determmines whether or not the contract fulfilment assets arc impaired by comparing the
carrying amount of the asset to the remaining amount of consideration that the Company expects to receive less the costs that
relate to providing services under the relevant contract. In determining the estimated amount of consideration, the Company
uses the same prineiples as il does o determine the conlract transaction price, cxeepl thal any constraints used to reduce the
transaction price will be removed for the impairment test.
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CAPITA BUSINESS SERVICES LTD

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

1 Accounting policies {Continued})

1.5 Revenue recognition (continued)

Principal versus agent

The Company has arrangements with some of ils customers whereby il needs 1o determing i1t acts as a principal or an agent
as more than one party is involved in providing the goods and services to the customer. The Company acts as a principal if it
controls a promised good or service before transferring that good or service to the customer. The Company is an agent if its
role is to arrange for another entity o provide the goods or services. Factors considered in making this assessment are most
notably the discretion the Company has in establishing the price for the specified good or service. whether the Company has
inventory risk and whether the Company is primarily responsible for tulfilling the promise to deliver the service or good.

This assessment of control requires judgement in particular in relation to certain service contracts. An example is the provision
of certain recruitment and learning services where the Company may be assessed to be agent or principal dependent upon the
facts and circumstances of the arrangement and the nature of the services being delivered.

Where the Company is acting as a principal, revenue is recorded on a gross basis. Where the Company is acting as an agent,
revenue 15 recorded at a net ameunt rellecting the margin carned,

Licences

Software licences delivered by the Company can either be right 10 access (“active’) or right to use (‘passive’) licences, which
determines the timing of revenue recognition. The assessment of whether a licence is active, or passive involves judgement.

The key determinant of whether a licence is active is whether the Company is required to undertake continuing activities that
significantly affeet the licensed intellectval property {or the customer has a rcasonable expectation that it will do so) and the
customer is, therefore, exposed to positive or negative impacts resulting from those changes. The Company is in a majority of
cases tesponsible for any maintenance, continuing support, updates and wpgrades and accordingly the sale of the initial
software is not distinct. All other licences which have significant stand-alone functionality are treated as passive licences.,

When software upgrades are sold as part of the software licence agreement {i.e. software upgrades are promised to the
custamner), the Company applies judgement to assess whether the software upgrade is distinet from the licence (i.e. a separate
performance obligation). If the upgrade is considered fundamental to the engeing use of the software by the customer, the
upgrades are not considered distinet and not accounted for as a separate performance obligation.

The Company considers for each conmact that includes a separate licence performance obligation all the facts and
circumstances in determining whether the licence revenue is recognised over time (Cactive’) or at 2 point in time {‘passive’)
from the go-live date of the licence,

Deferred and accrued income

The Company’s customer contracts include a diverse range ot payment schedules dependent upon the nature and type ot goods
and services bemg provided. This can include performance-based payments or progress payments as well as regu.ar monthly or
quarterly payments for ongoing service delivery. Payments for wansactional goods and services may be at delivery date, in
arrears or part payment in advance. Our long-term service contracts tend to have higher cash flows eurly on in the contract to
cover trangformational activities.

Where payiments made to date are greater than the revenue recognised to date at the period end date, the Company recognises a
deferred income contract liability for this difference. Where payments made are less than the revenue recognised at the period
end date, the Company recognises an accrued income contract asset for this difference.
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1 Accounting policies {Continued})
L5 Revenue recognltlon (continued)

At cach reporting date, the Company assesses whether there i any indication that acerued income assels may be impaired by
considering whether the revenue remains highly probable that no revenue reversal will occur. Where an indicator of
impairment exists, the Company makes a formal estimate of the asset’s recoverable amount. Where the carrying amount of an
assel exeeeds il recoverable amount, the assel is considered impuired and is written down Lo its recoverable amount.

Contract fypes

The Company disaggregates revenue from contracts with customers by contract tyvpe, as management believe this best depicts
how the nature, amount, timing and uncertainly of the Company’s revenue and cash Nows arc alfceled by cconomic lactors,
Categories are: ‘long-term contractual - greater than two years’; and ‘short-term contractual - less than two years’, and
“transactional”. Years based from service commencement date.

Long-term contractual — greater than twe years

The Company prevides a range of services in the majority of its reportable seginents under customer centracts with a duration
of more than two years. The nature of contracts or performance obligations categorised within this revenue type is diverse and
includes:

(1) Tong-term outsourced service arrangements in the public and private sectors: and
(i1) active software license arrangements.

The majority of long-term contractual contracts form part of a series of distinet goods and services since they are substantially
the same service; and have the same pattern of transfer (becanse the series constitutes services provided in distinet tirme
increments (e.g., daily, monthly. quarterly or annual services)} and therefore treats the series as one performance obligation.

Shaort-term contractual — less than two years
The nature of contracts or performance obligations categorised within this revenue type is diverse and includes:

(1) short-term outsourced service arrangements in the public and private sectors; and
(i1) softwarc mantenance contracts,

The Company has assessed that maintenance and support (i.¢. en-call support, remotz support) for software licenses is a
performance obligation that can be considered capable of being distinet and separately identifiable in a contract if the customer
has a passive license. These recurring services are substantially the same because the nature of the promise is for the Company
to ‘stand ready” to perform maintenance and support when required by the customer. Cach day of standing ready is then
distinet from each following day and is transferred in the same partern to the customer,

Transactional (point in time} conirqcts

The Company delivers a range of goods or services in all reportable segments that are transactional services for which revenue
is recognised at the point in time when control of the goods or services has transferred 1o the customer. This may be at the
point of physical delivery of goods and acceptance by a customer or when the customer obtains control of an asset or service in
4 contract with customer-specified acceptance critena.

The nature of contracts or performance obligations categorised within this revenue type is diverse and includes:

(i} provision of [T hardware goods;

(ii) passive software license agreements;

(1) commission received as agent fram the sals of third-party software; and
(iv} fees received in relation to delivery of professional services.
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L6 Goodwill

Goodwill is stated at cost less any accumulated impairment losses, Tt is not amortised but is tested annually for impairment,
This is not in accordance with The Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008
which require that all goodwill be amortised. The Directors consider that this would fail to give a true and fair view of the
prefit for the year und that the cconomic measure of performance in any period is properly made by reference only 1o any
impairment that may have arisen. It is not practicable to quantify the effect on the financial statements of this departure.

On adoptien of FRS 101, the Company restated business combinations that took place between | January 2004 and 31
December 2010. Certain items were recognised as other intangible assets from goodwill and amortised over their expectad
uscful life and goodwill amortisation was restated to reverse the impact of amortisation over that period. The Company,
therefore, restated its opening balance in 2012 to reflleet the position as il TERS 3 'Business Combinations’ had been in effect
since | January 2004. This is in accordance with the position recorded in the ultimate parent company's consolidated accounts,
which the Directors believe is the most appropriate and consistent approach to take on business combinations since the
adoption of TFRS in the comparative period for the year ending 31 December 2005, Prior 1o | Janvary 2K business
combinations were accounted for under UK GAAP.

1.7 Intangible assets

Intangible assets are valued at cost less accumulated amortisation. Amortisation is caleulated to write off the cost in equal
annual instalments over their estimated useful life, which is typically 3 to 15 years. In the case of capitalised software
development costs, research expenditure is written off to the income statement in the period in which it is incurred.

Development expenditure is written off in the same way unless and until the Company is satistied as to the technical,
commercial and rinancial viability of individual projects. In these cases, the development expenditure is capitalised and

amorlised over the period during which the Company is expected W benelit.

1.8  Property, plant and equipment

Property. plant and equipment other than freehold land are stated at cost less depreciation. Freehold land is not depreciated.
Depreciation is provided at rates caleulated to write off the cost less estimated residual value of each asset over its expected
usclul life, as lollows:

Freehold buildings 50 years

Leasehold improvements shorter of lease tenm or 5 years
Furniture, littings and cquipment 2 -5 ycars

Computer equipment 2 -5 years

1.9  Inventories

laventories are stated at the lower of cost and net realisable value.
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Accounting policies {Continued})
Leasing
The Company leases various asscls, comprising land and buildings, cquipment and motor vehicles.

The determination whether an arrangement is, or contains. a lease is based on whether the contract conveys a right to control
the use ol an identified asset Tor a period of time in exchuange Tor consideration. At the inception ol the lease, the Company
recognises a right-of-use asset at cost, which comprises the present value of minimum lease payments determined at tae
inception of the lease. Right-of-use assets are depreciated using the straight-line method over the shorter of estimated life or
the lease term.

Depreciation 13 ineluded within administrative expenses in the income statement. Amendment to lease terms resulting in a
change in payments or the Tength of the lease resulis in an adjustment to the righl-of-usce assct and liability. Right-of-usc asscts
are reviewed for impairment when events or changes in circumstances indicate the carrying value may not be fully recoverab.e.
Right-of-uses assets exclude leases with low values and terms of 12 months or less.

The Company as a lessee - Right-of-use assets and lease liabilities

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

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement date,
the amount of lease liabilities is increased to reflect the aceretion of interest and reduced for the lease payments made. The
incremental berrowing rate is the rate of interest that the Company would have to pay to borrow, over a similar tenn and with a
similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. Incremental borrowing rates are determined monthly and depend on the term, country, currency and start date of
the lease. The incremental borrowing rate is determined based on a series of inputs including: the risk-free rate based on swap
market data; a country-specific risk adjustment; a credit nisk adjustment: and an entity-specific adjustment where the entity risk
prafile is different to that of the Company. The lease liability is subsequently remeasured (with a corresponding adjustment to
the related right-of-use asset} when there is a change in future lease payments due to a renegotiation or market rent review. a
change of an index or rate or 4 reassessment of the lease term.

Lease payments are apportioned between a finance charge and a reduction of the lease liability based on the constant interest
rate applied to the remaining balance of the liability. Interest expense is included within net finance costs in the income
statement, Lease payments comprise fixed payments, including in-substance fixed payments such as service charges and
variable lease payments that depend on an index or a rate, initially measured using the minimum index or rate at inception dare.
The payments also include any lease incentives and any penalty payments for terminating the lease, if the lease term reflects
the lessee exercising that option.

The lease term determined comprises the non-cancellable period of the lease contract. Periods covered by an option to extend
the lease are included if the Company has reasonable certainty that the option will be exercised, and periods covered by an
option to terminate are included if it is reasonably certain that this will not be exercised.

The Company has elected to apply the practical expedient in [FRS 16 paragraph |3 not to separate non-lease components such
as service charges from lease rental charges.
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Accounting policies {Continued})

Leasing {continued)
The Company as a lessor

When the Company acts as a lessor. it determines at lease commencement whether the lease is a finance lease or an operating
lease.

To classily cach lcase, the Company makes an overall assessment of whether the lease translers Lo the lessee all of the risks
and rewards of ownership in relation to the underlying asset. [f this is the case, then the lease is a finance lease. If not, then itis
an operating lease.

The Company acts as an intermediate lessor of property assets and equipment. When the Company is an intermediate lessor, it
accounts for its interests in the head lease and the sub-lease separately. It assesses whether the sub-lease is a finance or
operating lease in the context ol the right-gltuse asset arising from the head lease, not with reference o the underlying asset,

In instances where the Company is the intermediate lessor and the sub-lease is elassified as a finance lease. the Company
recognises a net investment in sub-leases for amounts recoverable from the sub-lessees while derccognising the respective
portion of the gross right-of-use asset. The gross lease liability is retained on the balance sheet. The net investment in
sub-leases is classified as current or non-current finance assets in the balance sheet accerding to whether or not the amounts
will be recovered within 12 months of the balance sheet date.

Finance income recognised in respect of net investment in sub-leases is presented within net finance costs in the income
statement and the capital element of lease rental received is presented within investing activities in the cash flow statement,
The Company recognises lease payments received under operating leases as income on a straight-line basis over the lease term.
The Company accounts tor finance leases as a tinance lease receivables, using incremental borrowing rate where the interest
ratg implicit in sub-lease 15 not casily determinable,

Investments
The Company has investiments in subsidiarics and associates,

Investment in subsidiaries and associates are initially recorded at cost. Subsequently they are reviewed for impairment if events
or changes in circumstances indicate the carrying value may not be receverable,
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Accounting policies {Continued})

Pensions

Defined contribution pension schemes

The Company participates in a number of detined contribution pension schemes and for these schemes the Company has ne
further payment ebligations once the contributions have been paid. The contributions a¢ recognised as an employee benefit
expense in the income statement as the related service is provided and as they fall due. In addition, the Company operates a
defined benefit pension scheme and participates in other defined benefit pension schemes, all of which require contributions to
be made to separale trustee-administered funds.

Defined benefit pension schemes

The Company also participates in a number of defined benetit pension schemes, Where the Company participates in funded
and unfunded public sector defined benefit pension schemes, and there are contractual protections in place allowing actuarial
and investment risk to be passed on to the end customer through recoveries for contributions paid (as explained turther in note
26}, the costs are reported on a defined contribution basis recognising a cost equal to the contributions payable during tie
period. No amounts are recognised on the Company”s balance sheet,

For the defined benefit pension scheme the Company operates (the Capita Pension & Life Assurance Scheme), the cost of
providing benefits under the scheme is determined separately using the projected unit credit method, which attribntes
entitlement to benefits to the current period (to determine current service cost) and to the current and prior periods (to
determine the present value of the defined benefit obligation) and is based on actuarial advice. Past service costs are recognised
immediately in the income statement.

When a settlement {eliminating all obligations for benefits already accrued) or 4 curtailment {reducing future obligations as a
result of a material reduction in the scheme membership or a reduction in future entitlement) occurs, the obligation and related
plan assets are re-measured using current actuarial assumptions and the resultant gain or loss recognised in the income
statement during the period in which the settlement or curtailment oceurs.

Re-measurements of the net defined benefit asset/liability, which comprise actuarial gains and losses. the return on plan assets
(excluding interesty and the effect of the asset ceiling (if any, excluding interest), are recogmsed immediately in other
comprehensive income and recorded in retained earnings and will not be reclassified to the income statement. The Company
generally determines the net interest expense/income on the net defined benefit asset/liability for the period by applying the
discount rate used to measure the defined benefit obligation at the beginning of the period to the then net defined benefit
asset/liability, taking into account any changes in the net defined benefit asset/liability during the period as a result of
contributions and benefit payments. However, due consideration is made to events which require the net interest
expense/income on the net defined benefit asset/liability to be re-measured over the coursa of the peried.

Current and past service costs are charged to operating profit while the net interest cost is included within net finance costs.
The liability on the balance sheet in respect of the defined benefit pension scheme the Company operates comprises the total
for the scheme of the present value ol the defined benelit obligation (using a discount rate based on high quality corperale
bonds), less the fair value of plan assets out of which the obligations are to be settled directly. The policy to determine fair
value of plan assets is covered in note 26. The Company will consider the impact of IFRIC 14 (in relation to either recognising
a surplus or allowing for the impact of any funding commitments made) and will make an assessment, having regard 1o the
rules of the pension schemes, on whether IFRIC 14 limits the surplus or incrsases the deficit shown at the balance sheet date.
Please refer to note 26 for the Company's assessment.

The figures in note 26 relating to the defined benefit pension scheme the Company operates relatzs to the liabilities of the
entire schenie and not solely liabilities relating to emplovees of the Company.
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Taxation

Tax on the prolit or loss lor the year comprises current and delerred tax. Tax is recognised in the income stalement exeept 1o
the extent that it relates to items recognised directly in equity or other comprehensive income.

Current tax is the expeeted ax payable or receivable on the wxable income or less for the year, using tax raes enucted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous vears.

Deferred tax is provided, using the liability method, on all temporary differences at the balance sheet date between the tax
bases of assets and liabilities and their camying amounts [or financial reporling purpoescs.

Deferred tax asscts arce recognised for all deductible temporary differences, carry-forward of unused tax asscts and unuscd tax
losses, 1o the extent that it is probable that taxable profit will be available against which the deductible temporary differences
and the carry-forward of unused tax assets and unused tax losses can be ntilised. except where the deferred tax asset relating to
the deductible temporary difference arises from the initial recognition of an asset or liability in a transaction that is not a
busingss combination and, at the time of the transaction, afTects neither the accounting prelit nor taxable profit or loss.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable thal sulficient taxable profit will be available to allow all or part ol the deferred 1ax asset 1o be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised
or the liability is scttled, based on lax vates {and Llax laws) that have been enacted or substantively cnacted al the balance sheet
date.
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1.15

L.16

Accounting policies {Continued})

Share-based payments

The Company participates in various share option and sharcsave schemes operated by Capita ple, the ultimate parent
undertaking. Details of these schemes are contained in the Group's Annual report.

The fair value of the cquily instrument granted is meusured a1 grant date and is recogaised as un expense over the vesting
period. which ends on the date on which the relevant employees become fully entitled to the award. Fair value is determined
using an option pricing model, only taking into account vesting conditions linked to the price of the shares of the Company
(market conditions).

No expense is recognised for awards that do not ultimately vest as a result of not meeting performance or serviee conditions.
Where all service and performance vesting conditions have been mel, the awards are treated as vesting, irrespective of whether
or not the market condition is satisfied, as market conditions have been reflected in the fair value of the equity instruments.

At cach balance sheet date before vesting, the cumulative expense is caleulated, representing the extent o which the vesting
period has expired and management’s hest estimate of the achievement or otherwise of non-market conditions, the number of
equity instruments that will ultimately vest or, in the case of an instrument subject to a market condition, be treated as vesting
as described above, The movement in cumulalive expense sinee the previous balanee sheet date is recognised in the
consolidated income statement, with a corresponding adjustment to equity.

Whete the terms of an award are modificd or a new award is designated as replacing a cancelled or setlled award, the cost
based on the original award terms continues to be recognised over the original vesting period adjusted for the incremental fair
value of any modification i.e. the difference between the fair value of the original award and the fair value of the modified
award, both as measured on the date of the modification. No reduction is recognised 1l this dilTerence is negative.

Where an award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not yet recognised in the
consolidated income statement for the award is expensed immediately, Any compensation paid up Lo the fair value of e
award at the cancellation or settlement date is deducted from equity, with any excess over the fair value being treated as an
expense in the income statement.

Group Accounts

The financial statements present information about the Company as an individual undertaking and not about its Group. The
Company has not prepared Group accounts because it is fully exempt trom the requirement to do so by section 400 of the
Companies Act 2006 since it is a subsidiary undertaking of Capita ple, a company incorporated in England and Wales, and is
in¢luded in the consolidated wecounts of that company.

Foreign exchange

Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the rates of exchange ruling at
the balance sheet date. Non-monetary assets and liabilities that arc measured in terms of historical cost in a loreign currency
are translated using the exchange rate at the date of the transaction. Transactions in foreign currencies are recorded at the rate
of exchange ruling at the date of the transaction. All foreign exchanges gains/losses are recognised in the income statement.
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Accounting policies {Continued})
Financial instruments

Investments and other financial assets

Classification

The Company classifies its financial assets in the following measurement categories:
® those to be measurad subsequently at fair value (either through other comprehensive income (OC) or through profit or
loss): and
® those to be measured at amortised cost.
The classification depends on the Company s business moedel for managing the financial assets and the contractual terms of the
cash flows.

For investments in equity instruments that are not held for trading. this will depend on whether the Company has made an
irrevocable ¢lection at the time of initial recognition to account for the cquity investment at fair value through other
comprehensive income (FVOCI).

Recognition and derecognition

Regular way purchascs and sales ol financial assels are recognised on the trade date (i.c. the date on which the Company
commits to purchase or sell the asser). Financial assets are derecognised when the rights to receive cash flows from the
tinancial assets have expired or have been transterred and the Company has transterred substantially all the risks and rewards
of ownership,

Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the cuse of a financial asset not at fair
value through profit or loss {FVPL), transaction costs that are dircctly altnbutable 1o the acquisition of the financial asset.
Transaction costs of financial assets carried at FVPL are expensed to the income statement.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows are
solely payment of principal and interest.

Debt instruments

Subscquent measurement of debt instruments depends on the Company’s business model for managing the asset and the cash
flow characteristics of the asset. There are three measurement categories into which the Company classifies its debt
instruments:

® Amortised cost: Assets that are held for collection of contractual cash flows, where those cash flows represent solely
payments of principal and interest, are measured at amortised cost. Interest income from these financial assets is
incloded in finance income using the cffective interest rate method. Any gain or loss arising on derecognition is
recognised directly in the income statement and presented in other gains/(losses) together with foreign exchange gains
and losses, Impairment losses are presented as a separate line item in the income statement.
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1.17 Financial inseruments (contlnued)

® FVOCI: Asscts that are held for colleetion of contractual cash flows and for szlling the financial assets, where the
assets’ cash flows represent solely payments of principal and interest. are measured at FYQCL. Movements in tae
carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest income and
lorgign exchange gains and losses, which are recognised in income statement, When the linancial asset is derccognised,
the cumulative gain or loss previously recognised in OCI is reclassified from equity to the income statement and
recognised in other gains/(losses). Interest income from these financial assets is included in finance income using the
cffeetive interest rate method. Foreign exchange gains and losses are presented in other gains/(losses), and impairment
expenses are presented as a separate line item in the income statement.

® FVPL: Assets that do not meet the eriteria for amortised cost or FVOCT are measured at FVPLL A gain or loss on a delt
investment that is subsequently measured at FVPL is recognised in the income statement and presented net within other
gains/(losses) in the period to which it arises.

Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Company’s management has elected to
present fair value gaing and losses on equity investments in OCI, there is no subsequent reclassification of fair value gains and
losses 10 the income statement following the derecognition of the investment. Dividends from such investments continue 10 be
recognised in the income statement as other income when the Company’s right to receive payments is established.

Changes in the fair value of linancial asscis al FVPL are recognised in other gains/(losses) in the income slalement as
applicable. Impairment losses (and reversal of impairment losses) on equity investments measured at FVOC] are not reported
separately from other changes in fair value.

Impaivment

The Company assesses. on a forward-looking basis, the expected credit losses associated with its debt instruments carried at
amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a significant increase in
credit risk,

Trade and other receivables

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

For trade receivables, the Company applies the simplified approach permitted by IFRS 9, resulting in trade receivables
recognised and carried at original invoice amount less an allowance for any uncollectible amounts based on expected credit
losses. Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount.

Non-recourse trade receivables facilities: Trade receivables that are sold without recourse are derccognised at the point of
sale when the risks and rewards of the reczivables have been fully transferred.
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Accounting policies {Continued})

1.17 Financial inseruments (contlnued)

L18

Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash al bank and in hand and short-term deposits with original
marurities of three months ar less that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of change in value. Bank overdrafts are shown within current financial liabilities.

Interest-bearing Ioans and borrowings
All loans and borrowings are initially recognised at their fair value less any directly attributable transaction costs.

Afier initial recognition, loans and borrowings are subsequently measured at amortised cost, Any dilference between the
proceeds (net of transaction costs) and the redemption amount is recognised in the income statement over the period of the
borrowings using the effective interest method.

Gains and losses are recognised in the income statement when the liabilities are derecognised, as well as through the
amortisation process.

Business Combinations

Subject to the transitional relief in IFRS 1, unincorperated business combinations are accounted for by applying the acquisition
method. Business combinations are accounted for using the acquisition method as at the acquisition date, which is the date on
which control is transferred to the Company.

For acquisitions on or after | January 2810, the Company measures goodwill at the acquisition datc as:
* the fair value of the consideration {excluding contingent consideration) transferred; plus
estimated amount ot contingent consideration; plus
the recognised amount of any non-controlling interests in the acquirec; plus
the fair value of the existing equity interest in the acquiree; less
the net recognised amount {generally fair value) of the identifiable assets acquired and liabilities assumed.

Costs related to the acquisition, other than those asscciated with the issue of debt or equity securities, are expensed as incurred.

Impairment of non-financial assets

At each reporting date, the Company assesses whether there is any indication that an asset may be impaired. Where an
indicator ol impairment exists, the Company makes a formal cstimate of the assct's recoverable amount. Whers the carrying
amount ot an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. The recoverable amount is the higher of an asset's or cash-generating unit's fair value less costs to sell and its value in
use is determined by discounting the expected future cash Mows al a pre-lax rate that rellects risks specific 1o the liability.
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1.21

1.22

Accounting policies {Continued})
Provisions

Provisions are recogniscd when the Company has a present obligation (legal or constructive) as a resull of a past cvent and it s
prabable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliakle
estimate can be made of the amount of the obligation. Where the Company expects seme or all of a provision to be reimbursed,
for ¢xample under an insuranee contract, the reimbursement is recognised as o scparale asset but only when recovery is
virtually certain. The expense relating to any provision is presented in the income statement net of any reimbursement. If the
effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that refleets current market assessments ol the time value ol money and, where appropriale, the risks specific 1o tie
liability. Where discounting is used, the increase in the provision due to the passage of time is recognised as a borrowing cost.

Guaranteces

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within the
Group, the Company considers these to be insurance arrangements and accounts for them as such. In this respect, the Company
treats the guarantee contract as a contingent liability until such time as it becomes probable that the Company will be required
to make a payment under the guarantee.

Government grants

Government granls are not recognised until there is a reasenable assurance that the Company will comply with the conditions
attaching to them and that the grants will be received. Government grants are recognised in the income statement on a
systematic basis over the periods in which the Company recognises as expenses the related costs for which the grants are
intended o compensate. Government grants that are reccivable as compensation lor expenses or losses already incurred or for
the purpose of giving immediate financial support to the Company with no future related costs are recognised in the income
statenent in the period in which they become receivable.
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2 Significant accounting judgements, estimates and assumptions

The preparatien of financial statements in accordance with generally accepted accounting principles requires the directors o
make judgements and assumplions that affect the reported amounis of assels and lizbilities and disclosure of contingencics at
the date of the tinancial statements and the reported income and expense during the presented periods. Although these
Judgements and assumptions are based on the directors’ best knowledge of the amount. events or actions. actual results may
differ.

The potential impact of Covid-19 on the Company has been considered in the preparation of these financial statements,
including management’s evalualion of critical accounting cstimates and judgements, The impact on the Company has varied by
business.

Covid-19 has introduced unprecedented ceonomic uneerlaintics and has led o inereased judgement particularly in forccasting
future financial pertormance. There have also been direct impacts on revenue and costs arising from: new contracts helping
customers respond to the pandemic: costs of setting up colleagues to work remotely; and utilisation of the Government’s
Ceronavirus Job Retention Scheme,

The key sources of estimation uncertainty that have a significant risk of causing material adjustment to the carrying amounts of
assels and habilitics within the next financial year arc as follows :

¢ Revenue: Due to the size and complexity of some of the Company’s contracts, there are significant judgements to be
applied, specifically in assessing: {i) the recoverability of contract fulfilment assets; and (ii) the completeness of the
customer and oncrous contract provisions. These judgements are dependent on assessing the contract’s future
profitability. It is possible that outcomes within the next financial year may be different from management’s
assumpticns and could require a material adjustment to the carrying amounts of contract assets and onerous contract
provisions. Tt should be noted that while management must make judgements in relation to applying the revenue
recognition policy and recognition of related balance sheet items (trade receivables; deferred income; and accrued
income) these are not considered significant judgements.

®* Contract fulfilment assets: Judgement is applied by the Company when determining what costs qualify to be
capitalised in particular when considering whether these costs are incremental and when considering if costs generate or
enhance resources to be used to satisfy future performance obligations and whether costs are expected to be recoverable.

® The assessment of costs capitalised as intangible assets to gencrate future economic benefits: Judgement is applied
in asscssing whether costs incurred, both internal and external, will generate future cconomic benefits, Significant
judgements and estimates are applied in determining the carrying value of the assets, including assumptions made in
respect of the status of the programme each asset relates to. Given the level of judgement snd estimation involved in
assessing uture cash Mows, it is reasonably possible that outcomes within the next (inancial year may be different [rom
management’s assumptions and require a material adjustment to the carrying valuz of intangible assets. The relative size
of the Company’s intangible assets. excluding goodwill, makes the judgements surrounding the estimated useful lives
material to the Company’s financial pesition and performance.

* Impairment of investment in subsidiaries: The Company determines whether investments in subsidiaries are
impaired based on impairment indicators. 1f an indicator is identified. an impairment test is performed. This involves
cstimation of the enterprise value of the invesiee which is determines based on the greater of discounted lulure cash
flows at a suitable discount rate or through the recoverable value of the investments held by the investee company.
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2 Significant accounting judgements, estimates and assumptions {Continued})

¢ Measurement and impairment of goodwill: The amount of goodwill initially recognised as a result of a business
combination 15 dependent on the zllocation of the purchase price to the fair value of the identifiable assets acquired and
the labilities assumed. The determination of the fair value of the assets and liabilities is based, to a considerable extent,
on management’s judgement. Allocation of the purchase price affects the results of the Company because finite lived
intangible assets arc amortised. The Company determines whether goodwill is impaired on an annual basis, or more
frequently if required, and this requires an estimation of the recoverable amount of the CGUs to which the intangible
assets are allocated utilising an estination of future cash flows and choosing a suitable discount rate. Uncertainties
around the on-geing impact of Covid-19 and associated cconomie recovery have been considered and given the level of
judgement and estimation involved in assessing future cash flows, it is reasonably possible that outcomes within the
next financial year may be different from management’s assumptions and require a material adjustment to the carrying

value of goodwill.

® Provisions: Judgement is required in measuring and recognising provisions related to pending litigation or other
outstanding claims subject to negotiated settlement. mediation and arbitration. as well as ather contingent liabilities.
Judgement is necessary in assessing the likelihood that a pending ¢ aim will succeed, or a liability will arise. and to
quantity the possible range of the financial settlement, Because of the inherent uncertainty in this evaluation process,
actual losses may be different from the originally estimated provision. Where practicable, the range of reasonably
pussible outcomes and sensitivities of the carrving amounts to the methodelogy, assumptions, and estimates, the reason
for the sensitivity, the expected resolution of uncertainties and the range of reasonable possible alternatives, are
provided. Where no reliable basis of estimation can be made, no provision is recorded. However, contingent liabilities
disclosures are given when there is a greater than a remote probability of outflow of economic benefits.

® Deferred Taxation: In delcrmining the recognition of delerred tax (reler note 9), management assess the lax expecled
to be payable or recoverable on differences between the carrying amounts of assets and liabilities in the consolidated
financial statements and the cotresponding tax bases used in the computation of taxable protit. Deferred tax assets are
recognised W the extent that taxable temporary dilTerences exist, and it is considered probable that future taxable prolits
will be available against which the assets can be utilised before their expiry. The availability of future profits must be
assessed against forecasts and other supporting evidence. This determination of future forecasts is based on
management’s judgement. It requires judgement regarding whether future profit forecasts are considered ‘mare hkely
than not" as supporting evidence for deferred tax asset recognition.

The Group’s new corporate structure has simplificd the internal reporting and, together with the advancement of the
Board approved disposal programme, has provided increased clarity over the composition of future forecasts of taxable
profits. Accordingly, management have applied a methodology based on a probability weighted assessment of the
available luture profils 1o determing the delerred lax asset o recognise, In prior years, preceding the new simplified
corporate structure, a shorter forecast timeframe for unwind of assets, with no probability weighting, was considered
more apprepriate. The modification in methodology has been reflected as a change in estimation in accorcance with TAS
8. with the adjustment (£57.3m} to the carrying valuc of the deferred tax asset recorded as a current year charge in 2021,
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3

Significant accounting judgements, estimates and assumptions {Continued})

® The measurement of defined benefit obligations: The accounting cost of these benefits and the present value of
pensien liabilities involve judgements about uncertain events including such factors as the life expectancy of members,
the salary progression of current employees, price inflation and the discount rate used to calculate the net present va.ue
of the future pension payments. The Company uses estimates for all of these facters in determining the pension costs
and NHabilitics incorporuted in the consolidated financial statements. The assumiptions reflect historical experience and

judgement regarding future expectations.

The Company continued to set RPL inflation in accordance with the market break-sven expectations less an inflation risk
premium. The inflation risk preminm has remained at (.23% pa. For CPL, the Company reduced the assumed difference
between the RPIl and CPl by 0.1% pa to an average of 0.65% pa. The estimated impact of the change in the
methodology is approximately a £5m mcrease in the defined benefit obligation in respect of the CPLAS scheme.

The impact of Cevid-19 on the effects of future life expectancy continues to be uncertain. The pandemic is likely to
have an impact on the setting of appropriate life expectancy assumptions and models for future improvements will need
to consider whether the experience in 2020 is a one-oft, and if the pandemic will influence future mortality in other
ways. For example, the pressure on health services may mean that progress against other causes of death such as cancer
1s slower than previously expected. meamng an assumption of a lower rate of mortality improvements might be
appropriate. Alternatively, the surviving population may be in better health than those dying from Covid-19, meaning
that it might be expected that the remaining members live slightly longer. It is still too early to draw conclusions as to
what impact Covid-19 might have on future Tife expectancy and while a new model for future Life expectancy has been
adopted. with the principles underlying the setting of the assumptions remainirg unchanged, no allowance has been
made for actual mortality experience experienced in 2020.

Revenue

The tetal revenue of the Company for the year has been derived from its principal activity largely uncertaken in the United
Kingdom.
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4 Operating profit

Notes 2021 2020
£m £m

Operating profit for the year is stated after (crediting)/charging:
Net foreign exchange (gain)/loss (0.3) 0.3
Depreciation of property, plant and equipment 10 2001 16.9
Depreciation of right-ol-usc-assets 12 40.5 54.7
Loss on disposal of property, plant and equipment and intangible assets 0.1 23
Amortisation of intangible assets 1 19.1 16.3
Contract fulfilment asset utilisation, impairment and derecognition 16 54.8 435
Restructuring costs 18.1 21.5

Audit fees are berne by the ultimate parent undertaking, Capita ple. The audit fee for the current period was £0.2m (2020: £
0.2m). The Company has taken advantage of the exemption provided by regulations 6{2)(b} of The Companies {Disclosure of
Auditor Remuneration and Liability Limitation Agreements) Regulations 2008 not to provide information in respect of fees for
other {non-audit) services as this information is required to be given in the consolidated financial statements of the ultimate
parent undertaking, which it is required to prepare in accordance with the Companies Act 2006.

In 2021, a charge of £18.lm {2020: £21.5m) was recognised in relation to the cost of the transformation plan. The costs
include the cost to realise cost savings and efficiencies from the transformation plan £9.1m (2020: £11.7m), elimination of
duplicate roles and management layers and increasing the vse of oft-shoring £2.4m (2020: £5.6m), operational excellence
programme which will improve the consistency of our operations £2.8m {2020: £1.1m} and automation, adopting lean
methadelogies and being simarter in terms of how we work £3.8m (202(3: £3.1m).

5 Investment income

2021 2020

£m £m

Income from shares in Group undertakings 3542 14.7
354.2 14.7

[n 2012, the Company established the Capita Scotland (Pension) Limited Partnership {the Partnership) with the CPLAS {The
Capita Pension and Life Assurance Scheme). The ESS business was disposed of to Tiger UK Bidcoe Limited, a newly formed
company established by funds advised by Montagu Private Equity {Montagu). and as a result, on 1 February 2021, the
Company’s interest in the Partnership ceased. In return the Company reecived a special dividend rom the Partnership of
£146.5m which is being offset in part against impairment of its investments in the partnership for £94.7m.

In addition, the Company reccived dividend from Capita ESS Holdings Limited ol £169.0m, Axclos Limited ol £38.1m and
CCSD Services Limited of £0.6m.
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6 Other income

Net profit on sale of investments*

Revaluation gain on investments measured at FVPL
Ciain on business disposal®*

Rental income

2021
£m

106.3

2020
£fm

#*0n 27 July 2021, the Company sold its investnent in Axelos Limited (joint venture with the UK Government) of £38.2m to
PeopleCert International Limited for cash consideration of £155.0m against which it incurred total disposal costs of £10.5m

resulting in profit on salc of £106.3m. Refer note 13.

*#0n | January 2021, the Company has moved all trading assets and liabilities carried at a value of £2.1m of its Pensions &
Consulting business within the Company to Capita Pension Solutions Limited (a sister company owned by Capita plc) fora

consideration of £7.4m and recorded a gain on disposal of £5.3m.

7 Impairment

Investments in subsidiaries & associates (refer notes 13 & 14)
Reversal of impainment loss (refer note 12)
Property, plant & cquipment and intangible assets {refer notes 10 & 1)

B Net finance costs

[nterest receivable

Interest expense on finance lease liabilities
[nterest income on finance lease assets
Tnterest income from Group undertakings
Interest expense on bank overdrafts and loans
Net interest cost on defined pension schemes

2021
£m

110.7
(19.8)
18.1

109.0

2021
£m

19.0
(4.6)
(0.5)

2020
£m

2020
fm

{2.8)
19.9

{1.3)
(.1
(0.2)

41 -




CAPITA BUSINESS SERVICES LTD

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

9 Income tax

The major compoenents of income tax expense for the years ended 31 December 2021 and 2020 are:

Current tax
UK gorporation 1ax
Adjustiments in respect of prior periods

Deferred tax
Origination and reversal of temporary differences
Adjusiment in respect of prior periods

Total tax charge/(credit) reported in the income statement

Statement of comprehensive income

Tax movement in relation to actuarial gains on defined benefit plans
Current income tax

Current income tax charge

Deferred income tax

Ongination and reversal of temporary ditferences

Total tax charge/(credit) reported in other comprehensive income

2021
£m

29.6
(7.5)

2021
£m

(11.5)

[ (%}
= -
(5] -1

2020
im

0.1

(8.3)
(2.6)

(10.9)

(3.4

2024

{m

(10.6)

(10.6)
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9 Income tax {Continued)

The reconciliation between tax charge and the accounting profit multiplied by the UK Corporation tax rate for the years ended
31 Deeember 2021 and 2020 1s as follows:

2021 2020
£m fm
Profit before tax 445.4 21.6
Profit before taxation multiplied by standard rate of corporation tax in
the UK of 19.00% (2020: 19.00%) 84.6 4.1
Adjusuments in respect of current income tax of prior periods 8.3 0.1
Adjustments in respect of deferred tax of prior periods (7.9) {2.6)
Expenses not deductible for tax purposes 18.5 2.2
Non-taxable income {66.2) {2.9)
Deferred income tax not recognised 339 -
Chargzable gains 49 -
Brought forward losses utilised. previously unrecognised - 1.4
Impact of changes 1 statutory tax rates {25.6) {3.6)
Overseas tax - .1
Total tax adjustments (L1.7) (7.5)
Total tax charge/(credit) reported in the income statement 729 3.4)
Balance sheet Income statement
2021 2020 021 2020
£m £m £m £m
Deferred tax assets/(liabilities)
Deeelerated capital allowanges 27.9 21.2 {6.7) {0.9)
Tax losscs (3 332 329 {3.7)
Pension schemes 16.7 459 {2.5) 6.4
Contract fulfiliment assets (0.9) (2.4) {1.5) 2.
Other timing differences 108 10.7 {0.1) {8.0)
Net deferred tax asset 54.8 108.6
Deferred tax expense/(credit) to income statement 22.1 {10.9)
Other comprehensive income 31.7 (10.6)
Total deferred tax movement in the period 53.8 (21.5)
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9 Income tax

{Continued})

A change to the main UK corporation tax rate was substantively enacted on 24 May 2021. The rate applicable from 1 April
2023 inercases from 19% (o 25%. The deferred Lax asset al 31 December 2021 has been calculated based on this rate, resulting
in a £25.6m tax credit to the income statement in 2021, This is made up of a £1 1.8m credit on deferred tax assets recognised at
31 December 2021, and a £13.8m credit on the deferred tax asset that has been derecognised on 31 December 2021.

In adcition, the Company has gross unrecognised tixed asset timing differences of £63.6m (2020: £nil), gross unrecognised
trading losses of £158.8m (2020: £nil). and gross unrecognised capital losses of £6.9m (2020: £7.5m) in the statutory accounts
due o the uncertainty of future use, The reason Tor the ingrease in unrccogrised delerred tax asset is due to modification in
methodology used to determine the deferred tax asset to recognise as explained in note 2.

10 Property, plant and equipment

Cost

At | January 2021
Additions

Intragroup transfer
Business acquisitions
Disposals

Business disposals
Asset retirgment

At 31 December 2021

Accumulated depreciation and impairment
At | January 2021

Impairment

[ntragroup transfer

Business acquisitions

Disposals

Charge for the year

Business disposals

Asset retirement

At 31 December 2021

Net book value

At 31 December 2020

At 31 December 2021

Freehold
buildings

£m

12.1

7.2

4,

-

4.

n

Leasehold Furniture,
improvements fittings and
equipment
£m £m
321 6.3
5.1 0.1
0.6 -
{0.6) -
(2.1) -
{1.9) 0.2)
33.2 6.2
11.4 2.9
0.4 -
0.2 -
(0.6) -
3.7 1.1
(LD -
{1.9 0.2)
12.1 3.8
20,7 34
21.1 2.4

Computer
equipment

£m

58.2

24.1

0.1
0.4
€0.1)

14.9

(10.9)

28.5

34.1

24..

b

Total

fm

108.7
10.0
0.9
0.7
(0.8)
2.1
(13.0)

104.4

45.6
0.4
0.3
0.4

0.7

20.1

(1.
(13.0)

520

63.

=

52.
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11 Intangible assets

Cost

At | January 2021

Additions

Disposals

Reclassification belween intangible assels
Asset retirement

Business dispesals
At 31 December 2021

Accumulated amortisation and impairment
At | January 2021

Amottisation

Disposals

Impairment

Asset retirement

Business disposals

Reclassification between intangible assets
At 31 December 2021

Net book value

At 31 December 2020

At 31 December 2021

Software and
licences
£m

16.4
3.0
(1.9)
439
(3.7)
(2.9)

63.8

0.2
10.0
(1.9)

1.9
(3.7)
.2)
16.1

22.4

16,

=
= (%

Guoodwill

£m

Other

£m

20.0
9.1

(13.0

{(16.1)

38,

=

Total
£m

170.0
8.0
(.9

2L7)
(0.9)

153.5

64.5
19.1
{1.9)
17.7
(L7
0.2)

775

105,

th

76.

=]

The Cempany reviewed its goodwill for Tmpairment and recognised an impairment charge of £15.8m. The Company's
impairment test compares the carrying value of cach CGU with its recoverable amount. The recoverable amount of a CGLU 1s
the higher of fair value less cost of disposal, and its value in use {which is present value of future cash flows). In undertaking

the amual impairment review, the directors considered both internal and external sourczs of information, and any observable

indications that may suggest that the carrying value of goodwill may be impaired.

- 45 -




CAPITA BUSINESS SERVICES LTD

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

12 Right-of-usc asscts

Praperty Equipment Motor Vehicles Total
fm £m £fm im
Net book value
ALl January 2021 21492 16 18.2 2480
Additions 1.2 - 4.1 5.3
Depreciation charged during the year (28.5) (5.5} (6.5) {40.5)
Other movements* (3.0 {1.6} 0.6 {4.0)
At 31 December 2021 188.9 35 164 208.8

*Other movements include amendments Lo existing leases, impairment and terminations.

During 2021, as part of the property rationalisation. the Company entered into the tollowing transaction, impacting the
right-ol-usc-asscts:

* In July 2021, the Company novated a property to a Group subsidiary, Capita Pensions Solutions Limited resulting in the
derecognition of Right-oltusc-assets of £1.9m and lease lability of £2.1m and the recognition of a gain ol £0.2m,
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13

Investment in subsidiaries

Shares in subsidiary

undertakings
Cost £fm
At | January 2021 572.6
Additions -
Disposals (refer A below) (38.2)
Other adjustments {refer E below) (61.8)
At 31 December 2021 472.6
Impairment
At 1 January 2021 167.5
Charge for the year (reler B & D below) 107.6
Reversal of impairment loss (refer C below) (19.8)
Disposals -
Other adjustments {refer E below? {61.8)
At 31 December 2021 193.5
Net book value
At 31 December 2020 405.1
At 31 December 2021 279.1

A)YOn 27 July 2021, the Company sold its investment [n Axelos Limited (joint venture with the UK Government) of £38.2m
Le PecopleCert Intemational Limited for cash consideration of £155.0m against which it incurred total disposal costs of
£10.5m resulting in profit on sale of £106.3m.

B) In 2012, the Company established the Capita Scotland (Pension) Limited Partnership (the Partnership) with The Capita
Pension and Life Assurance Scheme (the Scheme). Under this arrangement. intclleetual property rights (1IPR} in specific
software relating to the Company's Education Software Selutions (ESS) business were transterred to the Partmership and the
rights o use, develop and exploit this IPR was licensed back 1o the Company in return for an annual [ee, The Scheme's
interest in the Partnership entitled it to an annual distcibution of £8 0m for 15 years from inception.

The Company translerred the trade and assets ol its ESS business to its newly meorporated subsidiary, Capita ESS Limited
in August 2020. Capita ESS Limited was disposed of on 1 February 2021 to Tiger UK Midco Limited. a newly formed
company established by funds advised by Montagu Private Equity (Montagu). This included the sale of the IPR to
Montaguc. As parl of preparation for the disposal the Scheme's terest in the Partnership ecased at 31 December 2020, and
in return the Scheme received a special contribution of £50. 1m on completion of the disposal.

Following the disposal of Capita ESS Limited a non-cash dividend was received rom the Partnership of £146.5m, This
resulted in a corresponding impairment of the Company's investiment in the Partnership totaling £94.7m.

) [n 2015, Company recognised an impairment loss of £35.9m against its investment in Tascor Serviees Limited. In 2021,
impairment charge recognised in the prior year has been reversed amounting to £19.8m due to improvement in recoverable
amoun: which is higher of value in use {VIU) or fair value less cost to dispose (FVLCOD?Y and also considering the net
asscts ol subsidiary which is considered as the minimum recoverable,

_47 -




CAPITA BUSINESS SERVICES LTD

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

13

Investment in subsidiaries {Continued)

D} The Company performs an Impairment test at the balance sheet date comparing the carrying value of subsidiaries held by
the Company with their recoverable amount, determined via a discounted cash flow model or net asset value, whichever is
higher. The financial prejections for 2022-2026 were used to derive the cash flow forecasts for the purpose of the
impairment test. This recoverable amount has been adjusted for cash and other debt like items. including working capital and
long-term intercompany balances, Using this approach, investments arc held at its recoverable amount, being the higher of
its value in use and fair value less costs of disposal. The Company, impaired investment in Capita Learning Limited
(formerly known as Knowledgepool Group Limited) by £12.5m, Creating Careers Limited by £0.2m and CCSD Services
Limited by £0.2m based on recoverable value, being value in use.

For deriving value in use, Management estimates disceunt rates using pre-tax rates that reflect the latest market assumptions
for the risk-free rate, the equity risk premium and the ret cost of debr, which are all based on publicly available external
sources. The pre-tax discount rates used on the cash flows in 2021 is 13.01% (2020: 10.90%). No further risk adjustment has
been made to discount rates applied 1o outer years for the purpose of the impainnent test (2020 additional 3% risk
adjustment applicd to outer year discount rates).

E) Other adjustments arose in respect to investiments that are tully impaired either in the current year or in prior years. These
investments have been placed in liguidation or dissolved in ling with the wider Group resteucturing plan, Tlence, the
Company has derecognised its investments in Team24 Limited {£25m), Creating Careers Limited (£24.0m). Orange Bus
(£4.6m), Micre Librarian Systems Limited (£4.0m), Micro Librarian Systems Holdings Limited {£3.6m) and Aspire
Busginess Solutions Limited (£0.6m) in 2021, There is no impact on profit and loss in the current year or the net book value
of the investments as a result of this retirement.

Details of the Company’s direct subsidiaries at 31 December 2021 are as follows:

Company Country of Ordinary Registered address
registration or  shares
incorporation  held (%)

Active

Capita Insurance Services Group Limited United Kingdom 1000 63 Gresham Street, London, England, EC2V 7NQ

Capita Gas Registration and Ancillary United Kingdom 100 65 Gresham Street, London, England, EC2V 7NQ
Services Limited

Capita HCH Limited United Kingdom 100 65 Gresham Street, London, England, EC2V 7NQ
Capita Justice & Secure Services Holdings United Kingdom 100G 65 Gresham Street, London, England, EC2V 7NQ
Limited

Capita Resourcing Limited United Kingdom 100 65 Gresham Street, London, England, EC2V TNQ
Capita Southampton Limited United Kingdom 100 65 Gresham Street, London, England, EC2V 7NQ
Capita Birmingham Limited United Kingdom LG 65 Gresham Street, London, England, EC2V 7NQ)
Capita ESS Holdings Limited United Kingdom 10¢ 65 Gresham Street, London, England, EC2V TNQ
Capita Learning Limited {previously United Kingdom 100 05 Gresham Street, London, England. EC2V TNQ

known as Knowledgepool Group Limited)
Fera Science Limited United Kingdom 75 65 Giresham Street, London, England, EC2V 7TNQ

Fire Service College Limited United Kingdom 100 65 Gresham Street, London, England, EC2V 7NQ
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Investment in subsidiaries

Company

FirstAssist Services Limited
Smart DCC Limited

Synaptic Software Limited
Tascor E & D Services Limited
Tascor Services Limited

Entrust Support Services Limited

Capita Business Support Services Ireland Ireland

Limited

Capita Scotland General Partnar (Pension) United Kingdom

Limited

Capita Scotland (Pension) Limited
Partnership

Dormant

Capita ((4472243) Limited (previously
known as Agiito Limited)

Capita Corporate Director Limited
Capita GMPS Trustees Limited

Capita Grosvenar Limited

Capita Group Scerctury Limited

Capita Group Liumited (previously known

as Resource Management Limited)

CPLAS Trustees Limited

Grosvenor Carcer Services Limited
SDP Regeneration Services 2 Limited

In ligquidation

Capita (D1} Limited

Capita (2549055) Limited (previously
known as SIMS Limited)

CCSD Services Limited

Country of Ordinary
registration or  shares
incorporation  held (%)
United Kingdom 100
United Kingdom 100
United Kingdom 100
United Kingdom 100
United Kingdom 100
United Kingdom 51
100
100
United Kingdom 100
United Kingdom 100
United Kingdom 100}
United Kingdom 100
United Kingdom 100
United Kingdom 100
United Kingdom 10U
United Kingdom 140}
United Kingdom 100
United Kingdom 100
United Kingdom 100
United Kingdom 100
United Kingdom 100

Registered address

{Continued})

65 Gresham Street, London, England, EC2V 7NQ

65 Gresham Street, London, England, EC2V 7NQ

65 Gresham Street, London, England, EC2V INQ

65 Gresham Street, London, England, EC2V 7NQ

65 Ciresham Street, London, England, EC2V 7TNQ

The Riverway Centre, Riverway, Stallord, ST16 3T11,

United Kingdom

2nd Floor, Block 3. Irish Life Centre, Abbey Street

Lower, Dublin 1, DO P767

Pavilion Building Ellismuir Way, Tannochside Park,
Uddingston, Glasgow, United Kingdom, G71 SPW

Pavilion Building Ellismuir Way, Tannochside Park,
Uddingston. Glasgow, United Kingdom, G71 5PW

63 Gresham Steeet,

65 Gresham Street,

65 Gresham Street,

65 Gresham Street,

65 Gresham Street,

London, England, EC2V 7NQ
London, England, EC2V 7NQ
London, England, EC2V 7TNQ
London, England, EC2V 7NQ

London, England, EC2V TNQ

65 Gresham Street, London, England, EC2V 7NQ

65 Gresham Street,

63 Gresham Strect,

London, England, EC2V INQ

London, England, EC2V 7NQ

65 Gresham Street, London, England. EC2V 7NQ

| More London Place, London, SE1 2AF
I More London Place, London, SE1 2AF

1 More London Place. London. SE1 2AF
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13

Investment in subsidiaries

{Continued})

Detalls of all indirect subsidiaries as required by section 409 of the Companies Act 2016 are as follows:

Company

Active

Capita Secure Information

Limited

Liberty Printers (AR and RE Reddin)

Limnited
PageOne Communications Limited

Capita 1B Solutions Limited

Capita Retain Limited

Capita Worktoree Management Limited
Thirty Three LLP

Capita 1B Solutions (HK) Limited
Capita Mclarens Limited

Capita 1B Solutions (Ireland) Limited

The G2G3 Group Ltd.

Dormant
Thirty Three Group Limited

Capita (§585) Limited

(previously known as Capita Siren
Limited)*

Retuin International (Holdings}
Limited

Security Watchdog Limited
(previously Capita Work-

-force Management Solutions Limited)
Retain International Limited

In liquidation

Call Vision Technologies Ltd
Emercom Ltd

Barrachd Limited

Solutions

Country of
registration or

incorporation (%)

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
Hong Kong
United Kingdom
[reland

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom

United Kingdom
United Kingdom
United Kingdom

* Subsequently disposed of on 3 January 2022

100

100

100

100

1K}

100

50

100

10}

100

100

100

1K)

100

100

1K}

100
100
100

Ordinary Registered address
shares held

65 Gresham Street, London, England, EC2V 7TNQ
65 Gresham Street, London, England, EC2V 7NQ
65 Gresham Street, London, England, EC2V TNQ
65 Giresham Street, London, England, EC2V 7TNQ
65 Gresham Street, London, England, EC2V 7N
635 Gresham Street, London, England. EC2V TNQ

65 Giresham Strect, London, England, EC2V 7NQ
803 Manning House, 48 Queen's Road Central, Hong
Kong

The Beacon, 176 St Vincent Street, Glasgow, G2
556G, United Kingdom

Znd Floer. Block 5, Trish Life Centre, Abbey Strect
Lower, Dublin 1, DO1 P767

Pavilion Building, Ellismuir Way, Tannochside Park.
Uddingsten, Glasgow, G71 5PW, United Kingdom

65 Gresham Street, London, England, EC2V TNQ

65 Giresham Street, London, England, EC2V 7TNQ

65 Gresham Street, London, England, EC2V 7NQ

65 Gresham Street, London, England, EC2V 7NQ

65 Giresham Strect, London, England, EC2V 7NQ

1 More London Place, London, SE1 ZAF

I More London Place, London, SEI 2AF

Atria One. 144 Morrison Street, Edinburgh. EH3
S8EX
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14 Inmvestment in associates

At | January 2021
Impairment {refer note A and B below)
Reclassified to Investments measured at FVPL (refer note B below)

At 31 December 2021

£fm
6.7
(3.1)
(1.7)

1.9

A) During the year, the Company fully impaired its investments in Munnypot Limited by £2.5m. Further, on L0 September 2021,

the Company disposed of its investment Munnypot Limited in exchange of 1.04% shares in Duke 2021 Topco Limited.

B) During the year, the Company impaired its investments in DSTBTD Limited by £0.4m and Dragonfly Technologies Limiled
by £0.2m. Further these investments have been reclassified to Investments measured at FVPL at carrying values of £0.8m and

£0.9m respectively because of reduction in share holding percentage.

Details of the investments at 31 December 2021 are as follows:

Company Country of registration or incorporation
Market Mortgage Limited United Kingdom
Level Financial Technology Limited United Kingdom

15  Cash & cash equivalents

Cash at bank and in hand

Ordinary shares held

(ll 0)
48.3
360

2021
£fm

| 2 | 2
-1 -1

2020
£m

61.2
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16

Contract fulfilment assets

£fm
Cost
As at 1 January 2020 140.1
Additions 101.3
Ulilised during the year (32.1)
Business combinations® (3.0)
Derecognition (L.5)
Impairment (8.9)
As at 31 December 2020 195.9
Additions 98.2
Utilised during the year (57.8)
Business combinations* 36
Impairment (0.6)
As at 31 December 2021 2393

[n preparing these financial statements, the Company undertook a review to identify indicators of impairment of contract
fulfilmant assets. The Company determined whether or not the contract fulfilment assets were impaired by comparing the
carrving amount of the assets to the remaining amount of consideration that the Company expects to receive less the costs that
relate to providing services under the relevant contract. [n determining the estimated amount of consideration, the Company
used the same principles as it does to determine the contract transaction price, except that any constraints used o reduce the
transaction price were removed for the impaiment test.

[n accerdance with the accounting policy set out in note 1.5, if a contract or spzcific performance obligation exhibited marginal
profitability or other indicators of impairment, judgement was applicd to aseertain whether or not the future ceonomie benefits
from the contract were sufficient to recover its related fulfihment assets. In performing this impairment assessment.
management is required to make an assessment of the costs to complete the contract. The ability to accurately ferecast such
costs involves cstimates around cost savings o be achicved over time, anticipated profitability of the contract. as well as future
performance against any contract-specific key performance indicators that could trigger variable consideration, or service
credits.

Following this review, management has taken the decision to impair costs capitalised as contract fulfilment assets of £0.6m
(2020: £8.9m) within cost of sales.

*As the Company continues to be a Group's restructuring plan, certain reallocations were made between the Group
subsidiaries. Business combinations are the common control transactions that indicates transter ot assets and liabilities to other
Group subsidiarics
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17 Financial assets

Non-current

Tnvesiment measured al FVPL

Finance lease receivable®

Current

Finance lease receivable®

2021
£m

2024
im

1.8
80.5

*During 2020, the Company sublet a leased property. The sublease includes an option for the lessee to terminate the lease
earlier than the Company’s lease with itz landlord. Management assessed it was reazonably certain that the break clause will
not be exercised and accordingly, determined that the sublease 15 2 finance lease. This has resulted in the recognition of a
finance lease receivable (£69 Ym). This judgement was based on a number of factors as prescribed within [FRS 16 *Leases’

such as incentive to lessee, importance of the lecation to the lessee’s operations. shorter non-cancellable period of lease and

the lessee’s planned modifications te, and customisation of. the property.

18 Inventories

Stores and spares

19 Trade and other receivables

Current

Trade receivables

Other receivables

Aceruzd income

Prepavments

Contract fulfilmert assets

Amounts due from parent and fellow subsidiary undertakings

2021
£m

2021
£m

48.4
6.2
77.8
24.3
1.6
741.5

909.8

2024
im

2024
£fm

74.4
0.1
1.0
209
42
708.7

888.3
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19 Trade and other receivables {Continued)
Non-current 2021 2020

£m £m

Prepayments 3.9 5.3
; 5.3

Non-recourse trade receivables facilities

During 2020. a non-recourse receivables facility was put in place to mitigate the risk of customer receipts slippage resulting
from the impact of the Covid-19 pandemic. The outstanding inveices sold under this facility at 31 December 2021 was £3.7m
(2020: £11.6m).

20 Trade and other payables

Current 2021 2020
£m £m

Trade payables 329 28.3
Other payables 13.5 129
Other taxes and social security 524 160.1
Accruals 88.4 125.1
Amounts dug to parent and fellow subsidiary undertakings 46.1 60,9
234.3 3873

Non-current 2021 2020
£m £m

Accruals 1.2 1.3
1.2 1.3

Trade payables are nen-interest bearing and are settled within terms agreed with suppliers.

During 2020, the Company participated in the Government's VAT deferral measure, benefiting the Company by £117,3m;
postponed £56.7m of scheduled additional pension contributions; and entered into receivables financing arrangements. These
temporary cash saving measures were paid back in 2021.
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21 Deferred income

Current
Deferred income

Non-current
Deferred income

22 Lease liabilities

Current
Non-current

Marturity analysis - Contractual undiscounted cash flows

Less than one year
One to two years
More than two years

Total undiscounted lease liabilities at 31 December

2021
£m

366.7

366.7

90.8

| £

2021

38.5
3la.l

354.6

2021

559
524
404.5

512.8

2020
£fm

364.5

2020

0.7
345.6

396.3

2020

68.8
54.4
443.2

566.4
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23 Financial liabilities

Current

Overdrafts
Other loans

Non-current
Other loans

24 Issued share capital

Allotted, called up and fully paid
Ordinary sharcs of £1 cach
AL | January

At 31 December

Share premium

Ordinary shares of £1 each
At | January

At 31 December

2021
Numbers

13,269

2021

£m

54
0.5

5.9

2021

2020 2021
Numbhers £

13,269 13.269.0

13,269

13,269 13,269.0

2021
£m

60.0

60.0

£m

0.5

0.5

2020
£fm

282
1.6

29.8

2020
fm

2020

13,269.0

13,2690

2020
fm

60.0

60.0
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Provisions
Current Property RestructuringBusiness exit  Customer Others Total
provision provision  provisiomand Onerous
contract
provision
£m £m £m £m £m £m
As at 1 January 2021 2.6 15.2 0.4 - 155 337
Provisiens provided for in the year 2.0 4.9 1.3 12.2 7.4 27.8
Released in the vear 1.7 (1.6) (0.3) (4.8) (3.0) (1.4
Reclassed [tom non-current & curcent 0.8 - - - - 0.8
Reclass within categories - - - 1.3 (1L.3) -
Utilisation 0.1y (1.7 (0.8) (0.7) (3.8} (7.1)
As at 31 December 2021 3.6 16.8 0.6 18.0 4.8 43.8
Non-current Property
provision
£m
As at 1 January 2021 0.8
Reclassed from non-current to current {0.8)

As at 31 December 2021 -

The property provisions relate to unavoidable running cost of leasehold property relate to unavoidable running cost of leasehold
property where the space is vacant or cwrently not planned to be used for ongoing operations and for dilapidation costs. The
expectation is that this expendire will be incurred over the remaining periods of the leases, which range trom | to 6 years,

The restructuring provision represents the cost of reducing rele count where there s a constructive obligation ercated through
communication to affected employvees which has crystallised a valid expectation that roles are at risk, they are likely to unwind over
a period of less than 1 year. Additionally, it reflects the onerous nature leasehold property costs where properties are exited as a
result of the transformation plan. The 2021 Annual Report of the Capita ple Group provides detailed information on the
transformation plan.

The customer & eoncrous contract provision includes oncrous contraet provisions in respect of customer contracts where the
unavoidable costs of meeting the obligations under the contracts exceeds the economic benefits expected to be received under them,
claims/obligations associated with missed milestones in contractual obligations, and other potential exposures related to contracts
with customers. Thase provisions arc forecast to unwind ever periods up to six years.

The business exit provision relates to the cost of exiting businesses through disposal or closure including professional fees related to
business exits and the costs of scparating the businesscs being disposed.

Other provisions relates to provisions in respect of other potential exposures arising due te the nature of some of the operations that
the Company provides which are immaterial on an individual basis, This includes provision for regulatory audhts, employee related
matters and related professional fees which are not included within the restructuring provision. These are likelv to unwind next year.
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26 Employee benefits

The Company operates both defined benefit and defined contribution pension schemes. The pension charge for the defined
contribution pension schemes for the yearis £39.0m (2020: £33.3m}

The Company participates in funded and unfunded public sector defined benefit pension schemes, however contractual
pretections are in place allowing actuarial and investment risk 1o be passed on Lo the end customer through receveries lor
contributions paid. The nature of these arrangements vary from contract to contract but typically allow for the majority of
contributions payable to the schemes in excess of an initial rate agreed at the inception to be recovered from the end customer,
as well as exit payments (for ‘unded schemes) payable (o the schemes at the cessation of the contract, such thal the Company’s
net exposure to actuarial and investiment risk is immaterial.

Tudgement 1s required in determining the appropriate accounting treatment Tor the participalion in these schemes, in particular
as to whether actuarial and investment risk fall in substance on the Company. It is considered that tke net risk to the Company
from these defined benefit arrangements is immaterial and therefore the costs in relation to all of the above schemes are
reported on a delined contribution basis recognising a ¢osl equal 1o the contributions payable during the period, No amounts are
recognised on the Company's balance sheet.

It 1s cstimated that around £7.0m of employer contributions were paid to these schemes during 2021 (2020: £5.0m) (and this is
included in the above defined contribution scheme pension charge).

Retirement obligations arce disclosed in relation to one (20201 one) delined benefit pension scheme. This is the Capita Pension
and Life Assurance Scheme for which the Company is the Principal Employer.

The Capita Pension and Life Assurance Scheme (CPLAS)

CPLAS is the Company’s main defined benelil pensien scheme which closed to future acerual for most members in 2017 (with
around 270 members (across all Capita companies) continuing to accrue benefits - out of a total membership of around 16,650
members).

Responsibility tor the operation and governance of the CPLAS lies with a corporate Trustee which is independent of the
Company. The Trustee Board is required by law to act in the interest of the CPLASs beneficiaries in accordance with the rules
of the CPLAS and relevant legislation (which ingludes the Pension Schemes Act 1993, the Pensions Act 1995 and the Pensions
Act 2004). The nature of the relationship between the Company and the Trustee Board is also governed by the rules of the
CPLAS and relevant legislation. The 1rustee Board 1s chaired by an independent lrustee.

The assets of the CPLAS are held in a separate fund (administered by the Trustee Board) to meet long-term pension liabilities
to beneficiaries. The Trustee Board invests the assets in accordance with their Statement of Investiment Principles, which is
regularly reviewed. During 2021, the Trustee Board delegated investment strategy decisions Lo a Nduciary manager, howcever,
the Trustee Board maintained overall oversight of the investment strategy.

A Tull actuarial valuation of the CPLAS is carricd out cvery three years by an independent actuary for the Trustee Board, with
the last full valuation carried cut as at 31 March 2020. The purpose of that valuation is to design a funding plan to ensure that
the pension scheme has sufficient assets available to meet future benefit payments, based on assumptions agreed between the
Trustee Board and the Company. The 31 March 2020 valuation showed a funding deficit of £182.2m (31 March 2017:
£185.0m). This equates te a funding level of 89.0% (31 March 2017: 86.1%).

As a result of funding valuation, the Company and Trusice Board agreed the following plan 10 ¢liminate the deficit:

2021 2022 2023
Deficit contribution] £59.0m £30.0m £30.0m

I: The agreed contributions make allowanice for additional contributions, foialling c£113.0m, paid by the Company between |
April 2020 and 30 June 2021 (o meet its obligations under the previovs agreement dated 23 November 2018, to unwind
CPLAS s interest  in the Partwership  {see  befow), and in  respect of a  section 75  debt.
2: In addition, in 2022, the £3.0m held in escrow at 31 December 2021 will be releaved to CPLAS,
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{Continned)
Employee benefits

In addition to the above. the Company has agreed to make additional, non-statutory. contributions of £15m each year in 2024,
2025 and 2026 (o meel a sceondary funding target. The aim of which is to target, by 2026, the position of having sutficient
assets to invest in a portfolio of low risk assets that will generate income to pay members” benefits as they fall due.

Finally, the Company agreed an average cmployer contribution rate of 36.0% {excluding employce contributions made as part
of a sclary sacrifice arrangement) towards the expected cost of benetits accruing.

The next full actuarial valuation is due to be carricd out with an cffective date of 31 March 2023 and as parl of thal valualion
the contribution requirements will be reviewed, and if necessary, amended. For the purpose of these accounts, an independent
qualified actuary prejected the results of the 31 March 2020 actuarial valuation to 31 December 2021 taking account of the
relevant accounling requirermncenls.

Approximate funding updates are produced at each scheme anniversary when a full actuarial valuation is not being undertaken.
The most reeent of these, as at 31 March 2021, showed a funding level of 97%.

The waluation of liabilities for funding purposes ditfers to the valuation for accounting purposes {which are shown in these
financial statements) mainly due Lo different assumptions being used and different market conditions at the difTerent valuation
dates. The assumptions used for funding purposes are agreed between the Trustee Board and the Company and allow for an
appropriate amount of prudence, with the discount rate being based on the actual assets of the CPLAS. While for accounting
purposes the assumptions are determined on a best estimate basis in accordance with IAS19, with the discount rale being based
on the yields available on high quality corporate bonds of appropriate currency and term. The Company estimates that as at 31
December 2021 the net asset of the CPLAS was higher on a funding basis (1.e. the funding assumption principles adopted for
the Tull actuarial valuation at 31 March 20203 than on an accounting basis.

In 2012, the Capita Scotland (Pension) Limited Partnership (the ‘Partnership’) was established with the CPLAS. Under this
arrangement, intellectual property rights (IPR) in specific sofiware was translerred 1o the partnership and the righls to use,
develop and exploit this [PR was licensed back to the Company in return for an annual fee. The CPLAS’s interest in the
Partnership entitles it to an annual distribution of £8.0m for 15 years from inception. Under 1AS 19 (Revised} the interest in the
Partnership does not represent a plan assel for reporting purposes and therelore the CPLAS s deflicit position presented in these
financial statements does not reflect the CPLAS’s interest in the Partnership. Accordingly, distributions from the Partnership to
the CPLAS are reflected in these financial statements as pension contributions to the CPLAS on & cash basis as paid. As at 31
December 2020, the CPLASs interest in the Partnership ccased and in return the CPLAS received a special contribution of
£50.1m in February 2021.

The Company expects (@ contribute around £40m o the CPLAS during 2022 {(including the release of £5.0m from the cscrow
account).

Risks associated with CPLAS
The CPLAS exposcs the Company 1o various risks, with the key risks sct out below:

Investment risk: he scheme invests In a wide range of asscts with a view 10 provide long-lerm investment relurns at particular
levels, There is a risk that investment returns are lower than expected which, inisolation, could result in a worsening of the
tunding position of the scheme.

Interest rate risk: the discount rate is derived trom the yields available on good quality corporate bonds of suitable duration. [f
these yields deerease, then in isolation, this would increase the value placed on the detined benefit obligation and result in a
worsening ol the funding position ol the scheme,

Inflation risk. the liabilitics of the scheme are linked to future levels of inflation. If future inflation is higher than expected then
this would result in the cost of providing the benelits increasing and thereby worsening the funding position of the scheme.
Lonrgevity risk: if members live longer than expected, then pensicns will be paid for a lorger time which will increase the value
placec on the liabilities and therefore worsen the funding pesition of the scheme.

To menage these risks, the Company and the Trustee Board carry out regular assessments of these risks. The following actions
have been taken:
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* The Trustee Board has entered into two bulk annuity contracts with an insurer in respect of a small number of high
individual liability pensioner members (one in 2015 and the second in late 2017) with total value included in the assels
at 31 December 2021 of £67.8m (2020: £73.6m)

The Trustee Board has entered into a Liability Driven Investment programme. The level of risk that is managed by this
is scl by various market-related and funding trigger points.

Together, these actions have led to the Trustee Board hedging (interest rate and inflation) a high proportion of the CPLASs
liabiliics., As al 31 December 2021 areund 80% ol CPLAS’s liabilitics measured on the Trustee Board’s long-term funding
basis was hedged. The target is to hedge 100)% of the funded liabilities (i.e. the level of liabilities covered by the assets) on this
basis, and as such the level of hedging is expected to be increased to around 90% in 2022 (reflecting the current funding level
on this long-lerm funding basis). As the funding level improves it is planned o further inercase the level of hedging.

The objective of the hedging is to match the value of the assets to the movement in liabilities arising frem changes in market
expeclations of future inflation rates and fulure gilt vields, This is o help protect and reduce volatility in funding valualions
which are used to determine the cash contribution requirements to the scheme. Since these accounting disclosures use the yields
available on corporate bonds to determine the accounting liabilities, the hedging may not have the same impact against changes
as they do on a lunding valuation, Over 2021, the yiclds available on long daled corporate bonds have increased broadly in line
with long dated gilt yields. This means that the hedge has broadly had the same impact on the funding position of the scheme
and the accounting disclosures.

To illustrate how sensitive the value of the defined benefit obligations are to different market conditions, the below table shows
what the resulting defined benefit obligation would be if the assumptions were changed as shown {assuming all other
assumplions remain conslanty:

Change in assumptions compared with 31 December 2021 actuarial assumptions £m
Rasc defined benefit abligation 1,7253
0.1% pa decrease in discount rate 1,759.8
(1.1% pa increase in salary inflation 1,725.%
.1% pa increase in inflation {and related assamptions, e.g., salary and pension increases) 1,743.3
| year increase in life expectancy 1,794.3

Assets and liabilities

Under TAS19, plan assets must be valued at fair value at the balance sheet date. The plan assets are made up of quoted and
unquoted investments, and asset valuations have been sourced [rom the respective scheme’s investment managers and
custodians. based on their pricing sources and methodologies. Unguoted investments require more judgement as their values are
not directly observable. The assumptions used in valuing unquoted investiments are affected by current market conditions which
could resull in changes in fair value afier the measurement date.

For the main asset categories:

®  FEquities listed on recogmised stock exchanges are valued al closing bid prices.

®* Bonds are measured using a combination of broker quotes and pricing models making assumptions for credit and

market risks and market yvield curves.

® Propertics arc valucd on the basis of an open market value or arc valued using modcls basced on discounted cash flow
techniques.
Assets in investment funds are valued at fair value which is typically the Net Asset Value provided by the investment
manager,
Certain unlisted investments are valued using a model based valuation such as discounted cash flow.
The value of bulk annuity contracts have been assessed by discounting the projected cash flows payable under the
contracts (projected by an actuary, consistent with the terms ol the contract) and is equal 1o the corresponding liability
calculated by reference to the TAS1% assumptions.
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The assels and liabilities of the CPLAS (excluding additional voluntary contributions) as at 31 December are:
2021 2020
Quoted* Unquoted Total Quoted  Unquoted Total
£m £m £m £m £m £m
Scheme assets at fair value:
Equities:
- UK - 3.1 3.1 (0.1) 232 231
- Owverseas - 76.5 76.5 (0.5) 189.% 189.3
- 79.6 79.6 0.6) 213.0 2124
Debt securities:
- UK Government 772.1 0.2 7723 743.1 0.2 7433
- UK Corporate - 7.6 7.6 - 7.5 7.5
- Overseas Government - 534 534 - 52.9 329
- Overseas Corporate 0.1 67.8 67.9 68.8 1354 204.2
- Cmerging Markets - - - - 3.5 35
- Private Debt - 128.6 128.6 - 70.5 T0.5
- Secured Loans 0.1 - 0.1 - -
772.3 257.6 1,029.9 8119 298.0 1,109.9
Property - 97.5 97.5 1.9 89.6 91.5
Credil Funds - 160.1 1601 - -
Diversified growth funds - 79.5 79.5 - - -
Hedge Funds - 53.6 33.6 16.5 131.0 147.5
[nsurance contracts - 67.8 67.8 73.6 736
Cash and cash equivalents 145.3 1.2 156.5 (71.1) 5.0 {00.1)
Other 1.0 7.0 8.0 - -
146.3 476.7 623.0 (52.7) 299.2 246.5
Total 918.6 813.9 1,732.5 758.6 810.2 1,568.8
Present value of scheme liabilities {1.725.3) (1,810.6)
Net asset/(liability) 7.2 (241.8)

* Some iovestments are in funds which are in themselves not traded in active markets,
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Note: The CPLAS Trustee Board invests in Liability Driven Investments (LDIs) as part of a risk hedging strategy. The aim of the
strategy is to match the value of the assets to the movement in labilities arising from changes in market expectations of future
inflation rates and future gilt yields. In order to achieve this, LDIs invest in a variety of instruments including gilts, synthetic gilts
{combination of repurchase agreement. reverse repurchase agreements and total return swaps) and cash. In the table zbove, the LDI
as at 31 December 2021 {approximately £785m) has been mapped as 98.4% Quoted UK government bonds, 1.5% Quoted Cash and
0.1% Quoted Other. [n prior years, the Trustee Board used the product to gain exposure to the equity marlkets, through the use of'a
synthetic equity cverlay (combination of equity options and total return swaps); however, the Trustee Board closed out their positions
in Q4 2021 and gained exposure o equity markets in @ more conventional way via a unitised portfolio. Tn the above mapping, Cash
historically included CPLAS's cash abligations under the equity total return swap (which resulted in a large negative number) with
the correspending benefit included as Equities.

These amounts do not include any directly owned financial instruments issued by the Company.

Within the Private Debt allocation, approximately £66m relates to lagged valuations as a1 30 September 202 1. Allowance has been
made for distributions only over the period ta 31 December 2021.

IFRIC 14

The Company has considered the impact of IFRIC 14 on the CPLAS (in relation to either recognising a surplus or allowing for the
impact of any funding commitments made) and has concluded. based eon the interpretatien of the rules for the CPLAS. that IFRIC14
would not limit the surplus or increase the defieit shown at the balance sheet date.
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The following tables show a reconciliation from the opening balances to the closing balances for the CPLAS

Defined benefit abligations

Fair value of plan assets

Net defined henefit

liability/(asset)
2021 2020 2021 2020 2021 2020
£m £m £m £m £m £fm

Balance at 1 January 1.810.6 1,623.8 (1,568.8) (1,378.1) 241.8 2457
Recognised in the income
statement:
Current service cost 4.5 4.5 - - 4.5 4.3
Administration costs 3.4 3.5 - - 34 3.5
Past service cost including
curtailments 0.3 1 - - 0.3 0.1
Settlements (0.4) {7.3) 0.5 9.2 0.1 1.9
Interest cost/(income) 269 292 254 {26.0) 1.5 32
Sub-total 34.7 300 (24.9) {16.8) 98 13.2
Recognised in other comprehensive income:
Remeasurements loss/(gain):
Actuarial loss/(gain) arising
from:
- demographic assumptions 11.7 (12.5) - - 11.7 (12.5)
- financial assumptions (127.3) 250.2 - - (127.3) 250.2
- experience adjustments 41.3 (39.8) - - 41.3 (39.8)
Return on plan assets excluding
interest - (32.0) (168.0) (32.0) (168.0)
Sub-total (74.3) 197.9 (32.0) (168.0) (106.3) 299
Employer contributions - - (152.5) {47.0) (152.5) {47.0)
Benefits paid (45.7) 41.1) 45.7 41.1 - -
Balance at 31 December 1,725.3 1,810.6 (1,732.5) (1,568.8) (7.2) 241.8

The defined benefit obligation comprises of £1,725.3m (2020: £1.810.6m) that are wholly or partly funded.

Of the total pension cost of £9.8m {2020: £13.2m); £8.3m (2020: £10m) was included in cost of sales and administrative

expenses, and the balance of £1.5m {2020: £3.2m) was included in finance costs.

Events have occurred in the CPLAS that has led to the income statement being remeasured during the year.
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Employee benefits
Tnformation about the defined benefit obligation for CPLAS:
Praportion of Duration Proportion of  Duration
overall liability (Yearsjoverall liahility (Years)
% %
1021 2021 2020 2020
Active mewnbers 5 21.4 5 224
Deferred members 63 22.8 ) 24.2
Pensioners 32 13.4 3l 13.7
Total 100.0 19.8 100.0 20,9
CPLAS
2021 2020
Main assumptions: Yo Yo
Rate of price inflation (RPL/CPI) 3.30/2.65 2.90/2.15
Rate of salary increase 330 2.90
Rate of increase of pensions in payment®:
- RP1 inflation capped at 5% per annum 3.20 285
- RPIl inflation capped at 2.5% per annum 2.20 2,10
- CPl inflation capped at 5% per annum 2.65 2.20
Discount rate 1.90 1.30
Expected take up maximum available tax free cash
85.0 85.0

The average future hfe expectancy from age 65 (in years) for mortality tzbles used to determine scheme liabilities for the
various different schemes at 31 December 2021 and 31 December 2020 are as follows:
Member currently aged 65 (current life expectancy)

Male Female
21 2020 2021 2020
CPLAS** 22.5 22,5 24.4 24,3

Member currently aged 45 (life expectancy at 65)

Male Female
2021 2020 2021 2020
CPLAS*¥ 22.4 224 253 253

* There are other levels of pension increases which apply to particular periods of membership.

** The assumptions used for the CPLAS are tailored for each member. The assumptions adopted make allowance for an
increase in the longevity in the future, The rate for members currently aged 65 1s derived from the pensioner membership and
the rate for members reaching age 65 in 20 years' time is derived from non-pensioner membership.
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The average monthly number of employees (including directors) during the year were:

2021 2020
Number Number
Operations 11,772 11,625
Sales and administration 739 1,294
12,511 12,919

Their aggregate remuneration comprised:
2021 2020
Employee costs £m £m
Wages and salaries 489.9 450.8
Saocial security costs 55.1 509
Pension costs 423 499
Shared based payments (recharged from Capita plc} 0.2 1.7
587.5 553.3

The abeve includes payroll costs for temporary staff as well as recharges from other Group entities in respect of various
services received by the Company throughout the year.

Pension costs include contribution from employees amounting to £17.7m (2020: £17.0m)

During the year, the Company furloughed employees unable to work as a result of the Covid-19 pandemic and applied to the
Caronavirus Job Retention Scheme (CJRS) operated by the UK Government. Amounts received under CIRS are treated as a
government grant and deducted from the relevant cost in the Company's income statement. During the year, the Coempany
received £1.8m (2020: £5.4m) under CIRS. These amounts are included withmn the relevant cost headings in the table above. In
May 2022, Capita ple announced its intention to repay the 2021 turlough related income at the end of the its publicly stated
disposal programme and no later than the end of 30 June 2023. The Company has recognised an accrual in May 2022 for this
repayment, being £4.9m in respect of the Capita ple consolidated mroup. (refer note 34)
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Related party disclosures

Related party transactions

The following table provides the total amoeunt of transactions that have been entered into with related parties lor the relevant

financial year:

Nature of Name of Company

Transaction

Purchase of goods/ services

Capita Glamorgan Consultancy Limited
Urban Vision Partcrship Limited
Entrust Support Services Limited
Axelos Limited

Fera Science Limited

Total

Sale of goods/services

Capita Glamorgan Consultancy Limited
Entrust Support Services Limited
Axelos Limited

Fera Science Limited

Tetal

Year

2021
2020
2021
2020
2021
2020
2021
2020
2021
2020

2021

2020

2021
2020
2021
2020
2021
2020
2021
2020

2021

200

Fellow Subsidiary

£m

Enterprises over
which Company
exercises
significant
influence

£m

0.6
1.8

4.5

4.9

8.8
8.7
1.1
1.7
12.0
12.3

2.9

n7

Total

{m

0.1

0.2
3.8
31
0.1

0.6

0.6
8.8
8.7
1.1
1.7
12.0

12.3

21.9

233
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Closing balance of related parties

Trade payables
Entrust Support Services Limited 2021 - 1.6 1.6
2020 - - -
RE (Regional Enterprise) Ltd 2021 - 1 0.1
2020 - - -
Tatal —_— — —_—
2021 - 1.7 1.7
2020 - - -
Trade receivables
Entrust Support Services Limited 2021 - 0.7 0.7
2020 - 0.3 0.3
Axelos Limited 2021 - - -
2020 - 0.1 0.1
Fera Science Limited 2021 - 1.0 1.0
2020 - 0.8 0.8
Taetal 2021 - 1.7 1.7
2020 - 1.2 1.2
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2021
£m

Remuneration for qualifying services

29
29

2020
£fm

1.4

1.4

Five Directors were paid by the Company (2020: Four). The other Directors have not provided qualifying services to the
Company and are paid by other companies within the Capita Group. Such remuneration has not been allocated to the

Company.

The number of Directors for whom retirement benefits are accruing under defined contribution schemes amounted to One

(2020 - One).

The number of Directors who exercised share options during the year was Three (2020 - nil)

The number of Dircetors who are entitled 1o reecive shares under long term Incentive schemes during the year was Two (2020

- nil).
The remuneration disclosed above includes the following amounts paid to the highest paid director:

2021
£m

Remuneration for qualifying services

0.9
0.9

20240
£m

0.4

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

business responsibilities.
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Contingent liabilities
Contingent liabilities represent petential fiture cash outflows which are either not probable or cannot be measured reliably.

At 31 December 2021, the Company has indemnities provided through the normal course of its business, performance bonds
and bank guarantees £3.5m (2020: £3.5m}.

The Group®s principal banl facility was £40.4{hm drawn at 31 December 2021 out of a total committed value of £385.7m.
Following the receipt of disposal proceeds in early January 2022, the drawing was repaid and the commitment reduced to
£377.5m, (2020: undrawn out ol a lotal commitled value of £452,0m),

In March 2022 the Group executed a £74.0m committed backstop bridge facility. The facility provides £70.0m of additional
liguidity and il incorporates provisions such that it will be cancelled or will partially reduce in quantum as a conscquence of’
specitied transactions, including on completion of the anncunced dispesal of Trustmarque. Finally, at 31 December 2020,
£150.0m in similar committed bank backstop bridge facilities were in place. These were cancelled on 1 February 2021 on
receipl of disposal proceeds,

At 31 December 2021, the total exposure under these guarantees undertaken for the benefit Capita ple and other subsidiary
undertakings was £352.9m (2020: £765.1m).

The Company also forms part of a cross-guarantee in respect of the overdrafts of its fellow subsidiary companies under a
notional cash-pool bank arrangzement.

The Company is a party to legal actions and claims which arise in the normal course of business. The Company throughout the
year needs 10 apply judgement in determining the merit of Titigation against it and the chances of a ¢laim suceesslully being
made. [1 needs to determine the likelihood of an outflow of economic benefits occurring and whether there is a nzed to disclose
a contingent liability or whether 4 provision might be required due to the probability assessment.

At any time there are a number of claims or notifications that need to be assessed across the Company. The disparate nature of
the Company heightens the risk that not all petential claims are known at any point in time. Under the transforimation plan, the
support funetions including commercial and legal are being strengthened and a Chicf Gereral Counscl has been appointed. This
enhances the current processes in place to assess the likelihood of historical claims arising.
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Share-based payment transactions
The Company participates in various share option schemes cperated by Capita ple, the ultimate parent undertaking. Full details
of these schemes are contained in Capita ple's Annual Report. Details of the schemes are as follows:

Deferred Annual Bonus Plan

This scheme is applicable to exceutive direetors. Under this scheme, awards are made annually consisting of only deferred
shares, which are linked to the payout under the annual bonus scheme (details of which are contained in the directors’

remuneration report on pages 96 to 119).

The value of deferred shares is deterinined by the pay-out under the annual bonus scheme: half of the annual bonus is paid in
cash and the remainder is deferred into shares under the deferred annual bonus plan or the Capita executive plan. Directors have
the option to defer up to 1008 of their annual bonus into deferred shares or net bonus into a restricted share award. The
deferred/restricted shares are held for a period of three years from the date of award. during which they are not forfeitable.
except in the case of dismissal for gross misconduct.

The weighted average share price of options at the date of exercise in 2021 was £0.33 (2020: £0.64). The weighted average
share price during the ycar was £0.43 (2020: £0.57).

The total cash value of the deferred shares awarded during the year was £0il (2020: £nil).
Long-term incentive plans (LTIPs)} - 2017

The 2017 LTIP was approved and adopted at the AGM on 13 June 2017, Fram 2021, no new awards will be granted under the
LTIP although 2019 and 2020 awards are yet to vest.

For the 2018 award. one-third of the award was subject to retention over a three-year vesting period at which point this portion
of the award will vest in full. The remainder of the award was subject to performance conditions, namely: annualised cost
savings, free cash Mow and EBIT margin, cuslomer satisfaction and employec engagement, all measured over a three-year
period. Threshold vesting (25%) for each measure was dependent upon: annualised costs savings reaching £160m; tree cash
flow reaching £180m: EBIT margin exceeding 9%; 6 point positive swing in NPS for both customer satistaction and employee
cngagement. Targel vesting (50%) lor cach measure was dependent upon: annualised cost savings reaching £173m; free cash
flow reaching £2G0m; EBIT margin of 10%; 8 point positive swing in net promoter score (NPS) for both customer satisfaction
and employee engagement. Maximum vesting (100%;} for each measure was dependent upon: annualised cost savings reaching
£205m; Iree cash Mow reaching £240m; EBIT margin ol 12%; 12 point pasitive swing in nel promoter score {NPS} [or both
customer satisfaction and employee engagement. Awards were also subject to an underpin based on an assessment of
underlying financial and operational performance.

For the 2019 award, 75% of the award was equally weighted between free cash flow, EBIT margin and organic revenue
growth, with the remaining 25% split equally between customer satisfaction and employee engagement, measured over a
three-year period, Threshold vesting (25%) for each measure is dependent upon: free cash flow reaching £190m; EBIT margin
exceeding 9%; organic revenue growth to £3,900m: 6 point positive swing in NPS for both customer satisfaction and employee
engagement. Target vesting (50%) for each measure is dependent upon: free cash flow reaching £210m: EBIT margin
exceeding 10%; organic revenue growta to £3,950m; 8 point positive swing in NPS for both customer satisfaction and
employee engagement. Maximum vesting (100%) for each measure is dependent upon: fiee cash flow reaching £250m; EEBIT
margin of [2%; organic revenue growth 1o £4,050m; |2 point positive swing in net promoter score (NPS) for both customer
satisfaction and employee engagement. Awards are also subject to an underpin based on an assessment of underlying tinancial
and operational performance.

The 2020 award is split into three equal tranches that vest on the first, second and third anniversary of the grant date. The first
tranche in 2020 was subject to a retention element which will vest in full on each annual vesting date. with the remaining 50%
subjeet to a performance condition of headling net debt, Threshold vesting (25%) is dependent on headline net debt falling 1o
£872m, target vesting (50%) is dependent on net debt falling to £822m and maximum vesting (100%) i1s dependent on net debt
being below £772m. Tranches 2 and 3 are subject to the retention element only apart from the CEO’s award which is subject to
relative TSR and responsible business scorecard measures,
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33

34

Capital commitments

At 31 December 2021. the Company had amounts contracted for but not provided in the Zinancial statements for the acquisition
of property, plant and equipment amounting to £3.0m, relating o building improvement an a leased property (2020: £4.6m).

Controlling party
The Company's immediate parent undertaking is Capita Holdings Limited, a company incorporated in England and Wales.

The Company's ultimate parent undertaking is Capita ple. a company incorporated in England and Wales. The annual report
and consolidated financial statements of Capita ple arz available from its registered office at 65 Gresham Street, London, EC2V
ING.

Post balance sheet events

1. The Company continucs 0 be a part of Group’s restructuring plan and to reflect Lhat, certain reallocations were made
betwezn the Group subsidiaries. On 1 January 2022, the Company transferred the business related to HR Solutions to its
subsidiary Capita Resourcing Limited for a consideration of £1.54m and on 1 May 2022 business related to Scaling partners to
its subsidiary Capila Cusiomer Management Limiled for a consideration o £10.6m, All related assets and liabilitics have been
transferred on net book values resulting into no pain/loss on transfer. Further, the consideration have been settled through

intragroup loans for an equivalent amount between entities.

2.0n 26 April 2022, the Company received a dividend of £29.9m from its subsidiary Tascer Services Limited to be settled in
specie by way of Intercompany balances.

3.0n 29 April 2022, the Company received a dividend of £42.7m from its subsidiary Capita Resourcing Limited to be settled in
specie by way of Intercompany balances.

4. During the year, the Company furloughed employees unable to work as a result of the Covid-19 pandemic and applied to the
Coronavirus Job Retention Scheme (CIRS}Y operated by the UK Government. In May 2022, Capita ple announced its intention
to repay the 2021 furlough related income at the end of its publicly stated disposal programme and no later than the end of 30
June 2023. The Company has recognised an accrual in May 2022 for this repavment, being £4.9m in respect of the Capita plc
consolidated group.

There are ne other post balance sheet events that have an adjusting or non adjusting effect on the financial statements.
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