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Capita at a glance -

-results

We transform service delivery, increasing quality and driving down costs,

helping our clients meet their customers’ needs and stay at the forefront
of their markets.

Working with clients in both the public and private sectors in the UK and
Ireland, our core role is to provide efficient back office administration
and frontline customer services. This leaves them to focus on their core
business drivers and strategies.

Helping our clients succeed enables us to grow consistently and profitably,
creating a sustainable business that delivers value to all our stakeholders.
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Our goal is to deliver value to all our stakeholders

Our straightforward goal is to continue to develop Capita as a long term,
sustainable business that can deliver value to all our stakeholders:

- Delivering operational excellence and added value for all clients

- Achieving a good return for shareholders

- Creating a supportive, rewarding and inspiring environment for employees
- Developing mutually beneficial relationships with suppliers

-> Making a positive impact on the communities in which we work.

To meet our goal we focus on 5 core elements

1. Generating profitable growth both organically and through acquisition

2. Controlling and measuring growth through strong leadership and clear business practices
3. Managing our business responsibly to meet the needs of all our stakeholders

4. Targeting growth markets for BPO and professional support services in the UK and Ireland

5. Maintaining performance across our divisions by consistently delivering service excellence
and sharing Group resources and scale benefits

Our principal Key Performance Indicators (KPls)

KPI Year end 2007  Year end 2006
Operating margins

Maintain and strengthen margins 131% 129%
Free cash flow

Maintain strong free cash flow E184m E154m
Return on caprtal employed (ROCE)

Achieve ROCE which exceeds our cost of capital 19 6% 18 5%
Economic profit

Achieve steadly increasing economic profit £110m £89m
Geartng - interest cover

Maintan efficient capital structure, with relatively low gearing 8x 9x
Capital expenditure

Keep at or below 4% of revenue 35% 36%
Retaining people

Sertor management retention 89% 91%
Overall employee retention (industry average 819%") 82% 82%
Carbon footprint —new benchmark

Carbon footprint across our 18 largest sites 58,523 tonnes  not available?

‘eirp 2007
2 Last measured n 2004 across a different set of sites

Catrtlonuary statsment regarding forward-locking staterents
This Annual Report has been prepared for the ofmemnmwmomzlse'I'heCompa\yrtsD!rEdnﬂeﬂp'byeesu’agemsdonotaocepturasunerespﬂﬂlb‘-ﬂylﬂH’Iynthefpermmcwmv\md'ls
document and any such responsibility or Liabilrty s expressty discla

Thes Annual Report contains certan forward Locking statemients with respect to the prncpal nsks and uncertainties facng the Companry By thew nature these staternents and forecasts smulve risk and uncertanty because they
relate to eversts and dapend on circumistandes that may or may not ocour in the futume There ame a number of factors that could cause actudl results or developments to differ matenally from those expressed or implied by these
farward-iooking statements and forecasts. Tha forward-looking staternents reflect the knowledge and information available at the date of preparation of this Annual Report and will not be updated during the year Nothing in
this Annual Repart should be construed as a profit forecast




Our growth opportunity

We operate in and lead the market commonly known as business process outsourcing (BPO)
or professional support services, the long term contracting out of non-core business processes
to an outside provider to help lower the cost of delivery and improve service quality.

We focus on the UK and Ireland where there are significant opportunities for growth.

*Qwum 2007

Our services and markets

We deliver these services to these markets

- Business process outsourcing (BPO) Private Public

- Customer services - Life and pensions = Central government
- Adrunistration and support - Insurance - Local government
- Human resources - Financial services - Education

- Information and commurications technology {ICT) - Other corporate - Transport

- Property consultancy - Health

= hinance and treasury

- Consultancy and change management

For further nformation visit www capita co uk
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Directors’ report

The Directors present the Annual Report for the year ended 31 December 2007 which includes the business review,

governance and audited Group accounts for the year Pages 01 to 62, inclusive, of this Annual Report compnse a Report of the
Directors that has been drawn up and presented in accordance with English company law and the Labilities of the Directors

n connection with that report shall be subject to the limitations and restnictions provided by such law In particular, Directors would
be liable to the Company (but not to any third party) if the Directors’ report contains errors as a result of recklessness or knowing
misstatement or dishonest concealment of a matenal fact, but would not otherwise be liable

Business Review

02 Performance and financial highlights for the year 04  Ourbusmess goal and strategy
Another strong performance in 2007 A look at our We have a clear, straightforward business strategy
financial and business performance i 2007 and with a strategc focus on five core elements These are
prospects for 2008 and beyond explamed in detall over the next five sechions
06 1) Generating profitable growth
14  2) Controlling and measuring growth
22  3) Managing our business responsibly
34  4)Targeting growth markets
42  5)Maintaining performance across our divisions
Governance
50 Board members 52  Corporate governance
Biographtes of the Group Board and This section explains our corporate governance and
Divisional Executive Board members decision making processes
57  Directors’ remuneration report
The remuneration section explains our pay policies and
contains details of the salanes and benefits received by
our Directors in 2007
Accounts
64 Consolidated income statement 101 Independent auditors’ report to the
65 Consolidated statement of recognised members of The Capita Group Plc
income and expense 102 Five year summary
66 Consolidated balance sheet 103 Company balance sheet
67 Consolidated cash flow statement 104 Notes to the accounts
68 Notes to the consolidated finanaal statements 114 Pnnapal Group investments
115 Independent auditors’ report to the

16

members of The Capita Group Plc
Useful infarmation for shareholders

MBIADS SSUISHY
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Performance for the year

Capita performed strongly in 2007 with a record level of new
major contracts in the year. We enter 2008 with confidence.
There is strong demand for outsourcing and our businesses
across the Group are experiencing good trading conditions.
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Qur performance in 2007

Capita performed strongly in 2007
Organic growth was excellent with
businesses across the Group performing
well and with a record tevel of new major
contracts secured in the year

In the year ended 31 December 2007,
tumover increased by 19% to £2,073m
(2006 £1,739m} Operating profit before
amorbisation rose by 21% to £271 3m
(2006 £2251m) and profit before taxation
and amortisation increased by 19% to
£238 4m (2006 £2001m) Earnings per
share before amortisation grew by 22%

to 281p (2006 231p)

Operating cash flow rose by 20% to
£334m (2006 £279m) We have increased
our total dvmdend for the year by 33% to
12.0p (2006 9 Op) Additionally, we paid a
speaal dividend of 25p per share tn October
2007, retuming £155m to shareholders

We have also retumed a further £44m to
shareholders through purchasing our own
shares In total, nduding the proposed final
dmdend, we will be retuming £272m (2006
£279m} to shareholders n respect of the
2007 finanaal year

Building value for shareholders

To ensure we are building vatue for
shareholders, we focus on a number of key
measures alongside profitabidity: operating
margins, cash flow, capital expenditure,
retum on caprtal employed, geaning and
economic profit We also focus on
mamtaining a conservative but efficent
capital structure Collectwvely they form an
mtegral part of building value for our
shareholders on a consistent basis over the
long term We have set out our aims and
performance regarding these disciplines

on pages 14-20

Generating profitable growth

We generate profitable growth by winning
business from new and existing customers
and supplement this by acquinng businesses
that broaden our skill base and extend our
market reach

Major contracts Our sales performance
In 2007 was excellent. We secured eight
major contracts with a total value of
£189bn (2006 £137bn) and we
maintained our one In two win rate

See page 08 for further details

In the first eight weeks of 2008, we have
been awarded major contracts with an
aggregate value of £314m

This included two general insurance
contracts with Marsh Ltd and Bntish Islamic
Insurance Holdings, an additional contract
with eirrcom and an extension to the
Teachers’ Pension Scheme contract.

Bid pipeline In the three months ta the end
of February 2008, awards have been made
regarding £1 5bn of contract opportunities
in our bid pipeline of which Capita has won
68% by value As a consequence, our bid
pipeline in February 2008 stands at £2 5bn
{Feb 2007 £2 6bn) but s already being
replerushed at a healthy rate, reflecting

the quality of business opportunities across
our markets

Behind this is an active prospect list of
opporturties which are yet to reach a
shortlist stage

Contract renewals: There are now no
matenal contracts {defined as having
annual revenue in excess of 1% of 2007
turnover} due for renewal in 2008 and 2009
as descnibed on page 11

Stimulating growth through acquisition
A key elernent of our growth is the
acquisition of small to medium sized
companies which extend our presence in
existing marketplaces or provide a foothold
in anew market In 2007 we completed

12 acquisitions and investments These are
described on page 12

Increasing scale and capabilities of our
offshore operations Qur offshore
operation in India has played a signuficant
role in helping to secure major new business,
including our contracts with Resolution,
Prudential and Marsh By the end of 2008,
we expect to grow the offshore business to
3,000 staff, a year ahead of plan, and will
have achieved a major step forward in scale
which can be leveraged to benefit the Group
and our chents We have described our
offshore operations n more detail on

pages 26-27 and 45

Valuing our people

Our success 1s driven by our people

They play a vital role in helping us meet
client expectations and supporting our
growth The Board would like to thank
everyone across the Group for the role
they play in Capita’s success We applaud
and thank you all warmly for your
enthusiasm, hard work and commitment
to service excellence

Group Board changes

With effect from 1 March 2008,

Martin Bolland joins Capita as
Non-Executive Director Martinis a
Chartered Accountant and spent the last

10 years working with Alchemy Partners LLP,
a private equity house, of which he was a
founding partner Martin’s appointment
represents a significant addrtion to our
Board and we look forward to his
contnbution to the team

At the end of September 2008,

Peter Cawdron will be standing down as
Non-Executive Director, after serving

11 years on the Group Board Peter has been
avaluable member of the Board We will
muss his nput and wish him every success
for the future

Future prospects

We enter 2008 with confidence There s
strong demand for outsourcing and our
businesses across the Group are
expenenang good trading conditions

Our successes in 2007 and progress in

the first few weeks of this year underpin

our continued growth in 2008 With healthy
sales prospects and consistently good
operational performance, we are positioned
well for further strong performance
thereafter

MDIADS SSaLisng
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Our business
goal and strategy

Our goal is to deliver value to all our stakeholders

Our straightforward goal is to continue developing Capita as a long term,
sustainable business that can deliver value to all its stakeholders:

- Delivering operational excellence and added value for all clients
-> Achieving a good return for shareholders

- Creating a supportive, rewarding and inspiring environment
for employees

- Developing mutually beneficial relationships with suppliers
- Making a positive impact on the communities in which we work.

Our strategy is clear, straightforward and pragmatic

To meet the needs of all our stakeholders now and into the future,
we have created a clear, straightforward business strategy.
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Our business strategy focuses on five core elements:

1. Generating profitable growth

both organically and through acquisition
- Securing long term, recurring revenues from new and existing clients

- Acquiring small to medium sized businesses that expand our existing capability
and take us into new areas

2. Controlling and measuring growth

through strong leadership and clear business practices

- Maintaining a robust management and operating structure led by a stable, inspiring team
- Working to clear KPIs, with strong financial controls and effective governance
- Employing careful risk management

3. Managing our business responsibly

to meet the needs of all our stakeholders

- Shareholders: delivering shareholder value

- Clients: building scale and capacity to support and benefit our clients

- People: actively managing our resources to meet current and future business needs
- Suppliers: securing and managing successful supplier relationships

- Communities: undertaking socially responsible business practices

4. Targeting growth markets

for BPO and professional support services in the UK and Ireland

- Seeking the best opportunities across both the public and private sectors
- Focusing on our nine chosen market sectors

5. Maintaining performance across our divisions

by consistently delivering service excellence and sharing Group resources and scale benefits

- Aligning each business within our divisions with the Group's overall objectives and strategy
- Investing in service and product development, appropriate sales and marketing activities

- Maintaining a simple, pragmatic divisional structure to ensure the best resources are
deployed Group-wide

Malagl ssauisng
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Our business goal and strategy

1. Generating
profitable growth

We generate profitable growth by:

A. Driving organic growth: we concentrate on organic growth, winning
business that provides long term recurring revenues from new and existing
customers in the UK and Ireland.

B. Stimulating growth through acquisitions: we supplement organic growth
by acquiring businesses that broaden our skills base, consolidate our market
position or take us into new market segments.

As a result, we have grown consistentty since we started — initially delivering
support services to government, and now operating across both the public
and private sectors.

Transforming criminal records for the Home Office

The Criminal Records Bureau (CRB) gives employers information to ‘facilitate safer reauitment and protect the
vulnerable’. In August 2002, it replaced local police checks across the country with a national service, collating
data from a variety of sources. We're responsible for designing, building and maintaming its fully integrated IT
and administration infrastructure

+

New IT infrastructure Robust business processes
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Priontes for 2008. Generating profitable growth

Organic growth

- Identify beneficial new business opportunities across the Group
- Address opportunities selectively

- Maintain competitive differentiation

- Maintain bid process disciplines to secure appropriate pricing
and contract terms

- Track success and future opportunities

- Retain and expand contracts through client satisfaction.

Acquisitions

- Select acquisitions that complement or grow our business
offering and market reach

-> Maintain rigorous criteria and disciplines for selecting targets
and agreeing pricing

- Maintain and continue to enhance integration processes.

Strong partnership

99.5%

delivery vs 93% target

The IT infrastructure we've created can process over
70,000 appleations a week and 1ssue over 120,000
doaments amonth. The CRB now 1ssues 99 5%

of standard disdosures within 10 days, well ahead
of 1ts 93% public service standard

In 2005 we mplemented the Intenm Police Cross
Reference service This pulls together over 54m
records from 43 police forces, central government
files and the Police National Computer, offering
recrurters significantly greater security Since then
we've installed the CRB's new e-platform and
launched its first e-service, Cnbine Tracking - now
logging over 600,000 enquines a month

Some 85% of customers now find CRB information
useful in making reqrutment deasions, and the
bureau has shown its satisfaction by gmving us a

key role in the senace’s future strategy

MIIADI SSIUISNY
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Qur business goal and strategy Generating profitable growth

1A. Driving profitable
organic growth

Our organic growth 1s
driven in two ways

The majonty comes from secunng high
qualrty, recumning revenues from long term
contracts that delver muttiple, integrated
support services The length of these
contracts has consistently increased and
Now average nine years

We also focus on single service business that
rolls over annually, has a high repeat rate or
15 secured under medium te long term
contracts of two to seven years

The combination of long term contracts and
highly recumng business provides strong
visibility of future revenues

Identifying and securing

beneficial new business selectively

opportunities across the Group

We actively identify opportunities

In the UK, public sector contracts are
subject to defined procurement processes
EU policy requires ‘fair and open
competition’, and opportunities are formally

advertised or notified

In the private sector we actively seek out
opportunities to generate real business

Addressing opportunities

Major bids are costly, in time and resources

Public sector procurement processes are

highly defined and can take up to two years
to complete, private sector procurements
can vary i length due to changing
corporate priorities and differing
procurement processes We are highly
selective throughout the bid process, anly

birdding where we believe we can builld a

value for orgarusations We generally the Group
identify these through business intelligence

and relattonships, and the procurement

process is determined by each indvidual

customer

Our approach to secunng business varies
according to the size and compleaty of

the opportunity

Our major sales team pursues complex,
long term contracts worth more than £10m
over the term of the contract. It can draw on
the resources of the whole Group to design
integrated solutions taiored to each client

Sales teams m each business unit of each
division pursue contracts usually focused on
a single service Where these are worth over
£10m, the major sales team may provide

extra support

Major new contracts and extensions secured in 2007 £1.89bn (2006: £1.37bn)

sensible working relationship which will
deliver benefits to both the client and

Client Value (Em) Term (years) Division

Countrywide New 19 15 Life & Pensions

Swindon Borough Council Enlarged 243 15  Professionat Services
(Inrteal value 140)

Southampten City Council New 290 10 Professional Services

OSPT New 12 10 Ftnancial Services

Birmingham City Council New 142 10 ICT & Advisory Services

Resaolution New 580 12 Life & Pensions

Co-Operative Insurance (CIS) Enlarged 270 10 Financial Services
{Inrtial value 250)

Prudential New 722 15 Life & Pensions
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Critical selection factors include

= Defined bid process with clear decision
critena, set by chients with whom we can
build a strong relationship

- Fit with our core competencies in service
transformation

- Lmited requirement for capital
investment, unless there is a real value
proposition for the Group

- Fair nsk/reward balance

- Acceptable contractual obligations

If we feel, at any point during the bid
process, that any of these factors has
significantly changed and become
unacceptable we will withdraw from the
process It 15 essential that we maintamn our
discipline of secunng contracts that wall
generate value for both our clients and the
Group over the term of the contract

Maintaining competitive
differentiation

Our clients are highly selective when
choosing to engage an outsourcing partner

Qutsourcing has evolved rapidly over the
past 10 years, from delivenng cost driven,
single service solutions to creating complex
transformational partnerships These
partrierships between outsourcer and client
are focused on fundamentally changing the
client's operational model to increase
effectiveness, maintain competitiveness
and add real value to both parties

We have built up an unnvalled set of

skills and nfrastructure and have
consistently led and helped shape the
market by developing our outsourcing
offering We are able not only to respond
to chients’ umque requirements but also
to propose altemative service models that
can deliver even greater benefits

When clients outsource large scale
functions or services they want to partner
with an organisation with a solid financial
and performance record Our knowledge
base and geographical and technical
infrastructure have taken over 20 years to
build Our strong balance sheet and cash
flow provide reassurance that their service 1s
in safe hands Our proven record of ethical
and socally responsible behaviour and
strong governance is also a competitive
strength Together, these elements clearly
differentiate us from our competitors and
are significant barners to entry for new
parthapants in all cur markets

We consistently provide

- Market expertise

= Financial strength and stabiiity

- Depth and flextbility of expert resources
- Extensive and flexible infrastructure

- Awide range of ICT solutions

= Onshore, nearshore and offshore
delvery opttons

We have an established track
record of delivering

- Business process efficiencies
- Consistent service delivery

- Step changes in service quality
Improvement

- Practical application of innovation
- Econormues of scale
- Cost savings

- Added value services

Extensive
infrastructure,
flexible delivery

55 Business centres

Our extensive infrastructure of business
centres onshore, nearshore and offshore,
allows us to delver services in the most
effective and appropriate way As we
increase our economies of scale through
our growing infrastructure, we drive down
our operating costs, add greater value and
flexsbility to our chients and increase our
competitive advantage

MIIAZ SSoUISng
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Our business goal and strategy Generating profitable growth

Maintaining bid process
disciplines to secure appropriate
pricing and contract terms

Our major contracts are long term
commitments On average they last nine
years, so we need to get our pricing and
contract terms nght to deliver value to
both the Group and our clients

As part of the bid process, we make
detailed nsk assessments of the contract
requirements and our service delivery
proposals We build in flexibility and make
provision for changing needs where possible
QOur extensive expenence In measunng and
accounting for nsks is a valuable benefit
Where we identify nsks we build thern into
our model and pnce accordingly We wall
not accept responsibility for nsk that 1
outside our control

To ensure prudent pricing, we clearly
separate responsibilities Sales teams are
responsible for client relationships, sales
support teams develop pnang and nsk
models On all major bids, pnaing 1s agreed
by the Group Board

Tracking success and
future opportunities

One measure of our success in finding and
secunng sigiuficant opportunities i1s the bid
pipeline It contains contracts of £10mor
above, where we have been shortlisted to
the last four or fewer all bids are capped at
£500m to prevent very large individual
contracts from distorting the total

Because our bid success rate 1s one in three
over the long term — and currently ane in
two —the sales pipeline 1s a useful indicator
of future sales growth We report the
pipeline in our full and half year results,
providing a snapshot of the size and
progress of bids Once a bidding process

1s completed, the contract moves out of
the pipeline — which s replenished as other
bids progress to a shortlist stage

The bid pipeline 1s backed by an active
‘prospect list’ of opportunities where we
are working on bids which are yet to reach
a shortlist or final bidding stage Inturn,
this 1s backed by a bt of 'suspects’ and
relationships which we are nurturing to
generate future bid opportunities

In February 2008, our tid pipeline was
£2 5bn {February 2007 £2 6bn)

Growing client
relationships

Prudential

We deliver a range of life and pension
sales and administration services for
Prudential UK's business We've been
successfully providing a full range of
services for Prudential’s ntemational cross
border life assurance portfolio of new and
existing business since 2003, and 1n 2006
we signed an outsourang agreement to
deliver end-to-end support for Prudential’s
UK life and pensions business from therr
Belfast operation In November 2007 we
signed a contract to administer 7 mitlion
mature ife and pensions policies including
group and indvidual pensions, investment
bonds and Ufe and endowment policies
The contract 1s worth approximately
£722m over 15 years
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Retaining and expanding
contracts through
client satisfaction

Renewing or expanding existing client
relationshups 15 the most efficent way
to win business

We concentrate on generating cltent
satisfaction by meeting expectations and
delivenng value We share thinking and
expertise across our operations to ensure
that we can provide clients with the highest
standards of service As a result we are well
placed for clients to extend and expand
therr relationships with us

We successfully renew the great majonty
of our contracts when they come up for
renewal In our 24 year hustory we have
only failed to renew three of our matenal
contracts (defined as generating more
than 1% of the previous year’s revenue)
These were contracts to deliver the
Driving Theory Test, Office Services for
the Department of Work and Pensions and
the London Congestion Charging Scheme
We face no matenal rebids until 2010

Impending rebids of existing
matenal contracts*
Value per

Year Contract annum {£m}
2008 None
2009 None
2010 DCFS National

Strategles 35
20M None
2012 TV Licensing 50
2012 CRB 40

'Deﬁped as generating move than 1% of previous

year's revenue
To measure the improvement in service
to clients and their customers we agree
detarled service standards and key
performance indicators On our largest
contracts, strategic partnership boards
help both parties understand each other’s
needs better As a result, clients find that
outsourcing gives them more control over
support operations, not less

Transforming civil engineering and transport in Wales

We aim not just to keep existing
relationships, but to grow them Many of
our clients have awarded us additional
work, once they have expenenced the
quality service and added value we deliver
We not only broaden existing contracts,
we are also successfut in winning additional
contracts to support further areas of our
clients’ operations

By delivenng operational excellence and
adding value for our clients and their
customers we achieve high client retention
rates We also create a pool of positive
referees who provide powerful support to
new sales initiatives

M3IAD) SSIUISNY

In 2002, we joined forces with Torfaen, Blaenau Gwent, Caerphilly County Borough Council and
Monmouthshire County Coundil to form Capita Gwent Consultancy This unique joint venture provides
a range of avit engineering and transportation services previously undertaken by the individual councils

Qualrty management

Continuous
improvement

£400k

profit in one year, against
a projected £640k loss

Caprta Gwent Consultancy now manages

£350m of spending on some 1,400 projects and
transportabon inbatives induding highway projects,
PFls, rail and commuruty regenerabon schemes.
Working not onty for, but alongside authonty staff,
the jomt venture operates a quality management
systemn destgned to encourage creatmity and
innovation and build on past project expenence

1 Just one year, its culture of contmious
improvernent turmed a projected £640,000 loss
under the old wito £400,000 profit
for renvestment, while also autting service costs by
5% We're now on course forfi:xZT% Increase In
operating profits: good news for sernce users as 70%
of profits are renvested The Ip COntinues
to grow and aims to double in size by 2012
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Our business goal and strategy Generating profitable growth

1B. Stimulating growth
through acquisitions

We stimulate growth
through acquisition

We focus on acquinng small to medium
sized businesses that will support and
supplernent our organic growth by
enhanaing our existing offering or
market reach

Acquisitions and investments in 2007

Selecting acquisitions
for growth

Acqursitions have consistently played a key
role in stimulating our growth We seek
acquisittons that witl either strengthen and
enhance our current position or provide a
foothold ina new market segment where
we can generate further growth For
example, we have entered markets such as
education, fe and pensions and finanaal
services with an itial acquisition, then
swiftly built sigruficant capabilitres and
generated good returns through a mixture
of further acquisitions and contract wins

We now have a strong presence In mine
target markets where we continuously lock
to acquire businesses that will strengthen
our market positions, bnng complementary
skills and services and provide opportunities
to create further economies of scale, or
expand our current reach

To stimulate growth we seek target
acquisitions that

- Have operations and customers in the
UK and/or Ireland

- Fit with our strategy and core
competencies

= Generate sustamnable, quality revenue

In 2007, we spent £114m on 12 acquisitions
and investments While continuing to be
hughly selectrve, we anticipate a simitar
volume of small to medium sized
transactions in 2008

Company Service Drasion Value (£m)
Spectrum Software Professional Services 175
Harry Weeks Travel Travel admin Integrated Services 21+12
CPFR Solutions Software Professional Services 3+10
Global Fund Administration Fund admin Financial Services 2+25
NHS Partners Resourang  HR Solutions & Property Consultancy 19+09
CMGL Insurance Insurance & Specialist Services 32
MVRA Insurance Insurance & Specialist Services 13+16
TMG* Legal services Insurance & Specialist Services 8+85
PwC Cl Trust Business Trust services Finanaal Services 1275
Higham Dunnett Shaw Pensions admin Life & Pensions 15
Aspen Pensions admin Life & Pensions 74
McKeags* Legal senices Insurance & Specialist Services 7+5
*unvestment

Total spent on 12 acquisitions and investments in 2007 £114m (2006 £48m, 11 acquisitions and investrents)
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Applying ngorous critena
when selecting targets and
agreeing purchase prices

Potential acquisitions are brought to the
Group by external consultants or,
increasingly, by people withun the Group
We are highly selective n the past year we
assessed some 100 acquisitions and
investments but proceeded with onty 12
Due diligence 15 undertaken at both Group
and business level All acquisitions are
assessed and agreed by the Group Board

Capita has a track record of acquinng and
successfully integrating small to medium
sized businesses that shmutate growth
We tend to select acquisition targets
that are

- Privatety owned

= Too small to interest the private
equity market

=» Not n an auction - we aim to acquire
without competition

- Attractively priced, with scope to add
value for shareholders
This enables us to negotiate senstble
purchase pnices and terms, and so generate
good returns for the Group

Integrating acquisitions
successfully

We have substantial expentence of
integrating acquired businesses and
achieving synergies with our exasting
operations Stnngent due diigence,

before and after acquisition, enables us

to set clear targets for growth, integration
benefits and profit A dedicated project
team manages the transition, ngorously
applying the processes we have developed
to bnng finanoal procedures, information
and communications technology (ICT), HR,
legal, compliance and marketing quickly
into line with our standards, using Group
systems and resources where appropnate

Acquinng only small to medium szed
businesses enables us to integrate the new
operations into our existing busmess
infrastructure with ttle disruption and
generally allows us to generate value faster

Adding value
through acquisitions

Trustee Services

In 2000, our trust admiristration
bustiness compnised just eight staff acting
as trustees for debentures & loan stocks
1ssued by customers Revenues were £1m
In May 2001 we bought Royal & Sun
Trust Companies, and over the next few
ars went on to consolidate our position
in the market with the acquisitions of
Channel House, Stiring Trustees,
PwC Channel Island Trustee Operations
and Niewenhuis Services for a totat
acquisition spend of approximately
£40m Today we have over 260 staff
working out of offices in London, Dublin,
Jersey, Guemsey and Amsterdam, with
expected revenues of £29m in 2008

MIIARI SSaUISNG
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2. Controlling and
measuring growth

We concentrate on generating steady, controlled growth

To deliver our long term contracts successfully and fuel future growth, we
need strong leadership and clear business practices. These are essential to
creating a financially stable organisation capable of supporting sustained
growth and delivering healthy investor returns.

Our growth is underpinned by the following disciplines and these
remain our priorities for 2008:

A. Maintaining strong structure and control through robust
management and operating structure.

B. Focusing on clear financial key performance indicators (KPls)
with strong financial controls and effective governance.

C. Maintaining careful risk management consistently throughout the Group.

Transforming Birmingham City Council

Service Birmingham is our joint venture with Europe’s largest local authority, Birmingham City Coundl
By providing world-class information and communications technology (ICT) systems Service Birmingham is
transforming the way the Council operates, improving services, cutting costs and increasing job satisfaction.

+

World-class technology £2m mvestment in new servers
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Financial KPis for 2007

KPI Am Progress 2007 2006
Operating margins Mamntain and strengthen margins 13.1% 129%
Free cash flow Maintain strong free cash flow £184m £154m
Return on capital employed Achieve steadily increasing ROCE which exceeds 19.6% 18 5%
{ROCE) our cost of capital

Economic profit Achieve steadily increasing economic profit £110m £89m
Gearing — interest cover Maintain a conservative and efficient capital structure, 8x 9x

with relatively low gearing
Capital expenditure Keep caprtal expenditure at or below 4% of revenue  3.5% 36%

Further service transformation contracts

£1bn

projected savings over 10 years

Since April 2006 we've major
enhancements to the Coundl’s ICT infrastructure,
induding a £2rm investment m a new server estate
We've consolidated seven service desks into two
and are rationalising 550 applcabions to 150

As a result, emait speed s up 500%, traffic has
grown 30% and reliabiirty has nareased
significantly The number of help desk calls now
answered within 20 seconds has ncreased from
40% to nearly 90%

Impressed by this performance, the Counal has
expanded our role. In 2006 we won addibonal
contracts to support mone mvestrment in frontline
services, transforming the way the Coundl interacts
with citizens and stakeholders and further
ncreasing custormer satisfaction, Our goalnow s
to deliver total cost savings of £1bn over 10 years.

MalA2) SSaUIsNg
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Our business goal and strategy Controlling and measuring growth

The Group Board comprises a

ZA- Malntalnlng Strong Non-Executive Chairman, three
structure and control Non-Executive Directers and four

Executive Directors - Chief Executive,

Our management structure and Group Finance Oirector and two Joint
business reporting process promote Chief Operating Officers The Board 15
accountability and knowledge shanng responsible for establishing, maintaining
across the Group, keeping management and reviewing the Group's growth strategy,
responsive to 1ssues and trends in the finanaal performance and systems of
business and the wider marketplace internal control.

The Divisional Executive Board compnises
the Group and Dmisional Executive
Drrectors It sets, communicates and
monitors the application of Group-wide
policies, procedures and standards

The Joint Chief Operating Officers and

Monthly Operational Business (MOB)
reviews focus on the performance of each
business unit in each division Each division
holds pre-MOB reviews where management
teams assess each unit’s performance
aganst plan and discuss sts ongoing
development This enablesthem to
deterrmine how planned targets will be rmet
and Wentfy potential difficulties at an early
stage These are forums to share knowledge
and challenges, develop tactics, reallocate
resources and refresh strategies to meet or
exceed business plans Group Board
Executive Directors attend dmisional MOBs,
ensuring they have a detailed knowledge of
the progress of the divisions and a monthly
view of actual and antiopated perfermance

Drisional Executive Directors are aganst busmess plans
responsible for the development and
performance of the dmsional businesses
They work with and delegate responsibility
to ther management teams
Each of our business units prepares a
comprehensive annual business plan
This includes monthly revenue and cost
forecasts for the year ahead, taking into
account new service/product developments
and changes i the competitive landscape
The business unit financial plans feed into
the Group financial modet
Group Board Independent Governance
Non-Executive Chairman
3 x Non-Executive Directors Group Audit Commuttee <
+ +
4 x Executive Directors: Extenal Auditors
Chief Executive
Group Finance Director
2 x Joint Chief Operating Officers |<
|
Divisional Executive Board
Group Board Executive Directors
+
Dwisional Executive Directors
I
Monthly Operational Business (MOB) reviews
Group Board Executive Directors
+ Internal Governance
Dwisional Executive Directors |
+
~
Drasional Management Teams Group Compliance
+
I Group Risk and
P Business Assurance
| Risk Committees & i

Vs

| Business units s
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2B. Focusing on
clear financial KPls

We are afinancially focused business
We monitor and challenge financial
performance at all levels to probe the
health and progress of our businesses
and promote accountability As well as
profitability, we use a range of financial
measures at Group level. Collectively
they form an integral part of the way
we build consistent, long term value
for aur shareholders

We focus particularly on KPis in six areas
operating margins, free cash flow, capital
expenditure, retum on capital employed
{ROCE}, geanng and econormic profit

Operating margins

Aim to maintain and strengthen margins
We constantly monitor operating margins
and manage operating costs to keep the
business efficient and cost effective

To achieve this we

= Focus on adding value and applying
Innavation

= Use our increasing economies of scale
- Focus constantly on our cost base
- Offshore back office actvities to India

- Increase the utilisation of our business
centres

- Apply and share technology

In 2007, we continued our long term

trend of improving operating margins
(before amortisation) with an annual
increase of 14 basis points {bpts) to 131%
(2006 19 bptsto 129%) Thisisduetoa
combination of factors including operatronal
leverage, increased use of offshore facilities,
and a continued focus on shanng IT
platforms and rationalising infrastructure

Cash flow

Aim to maintain strong operating and
free cash flow In 2007, we generated
operating cash flow of £334m, representing
an operating profit to cash conversion rate
of 123% Owr free cash flow, defined as

operating cash flow less capital expenditure,

mterest and taxation, increased by 19% to
£184m Our success reflects the strength
of our business model and management
approach, in particular

- Secunng bimely payment terms for
new contracts

- Focusing on cash generation
= Providing quality service to clients

- Maintaining an efficient internal
finance function

MalaDl ssausng
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Our business goal and strategy Controlling and measunng growth

Capital expenditure

Aim keep capital expenditure {capex)
at or below 4% of revenue This helps us
to focus mvestment on the opportunities
that generate greatest shareholder value
and avoid tying up too mech capital In
long tesm projects

In 2007 we met this objective, with net
capex at 3 5% of annual revenue

We believe capex at or below 4% 15
sustamnable for the foreseeable future
There are currently no indications of
significant capex requirements in our
business forecasts or bid pipeline But we
would not rule out the possibility of
exceeding 4% If we saw an exceptionat
opportunity to use our financial strength
as a competitive advantage

Transforming TV Licensing

In July 2002 the BBC transferred the management of the TV Licence scheme from the Post Office
(then Consignia) to Caprta Our role includes processing queries, applications and payments, maintaining

an accurate licence database and identifying licence evaders.

Transfer of 1,500
staff to Capita

New customer
contact centre

330,000

more licence sales in two years

A dedicated team oversaw the transfer of

1,500 staffto Capita But we felt the existing
operation was insufficient to deliver the sence,
so dunng the transibion phase we designed, built
and stafted a new customer contact centre in
Darwen and moved TV Licensing's head office
and 600 staff to new premises in Bastol.

Since then we've moved from licence
enforcement to a more proactive, sales focused
approach, mduding a successful sales operation
which has reated 110 new jobs Working closely
wth our partners, we've reduced the rate of
evasion from 5 7% 10 51% and raised the
proportion of Direct Debit customers by 21%

In the past two years we've also generated an
extra 330,000 TV licence sates.
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Return on capital employed
(ROCE)
Aim steadily increasing ROCE which
exceeds our cost of caprtal. This ensures
that we add shareholder value over the long
term In recent years we have successfully
wadened the margin between the cost of our
capital and the retumns we generate by
nvesting 1t
In the adjacent chart, the weighted average
cost of capital (WACC) indicates the return
that could be expected from the capital
mnvested in the business It s calculated by
weighting the cost of our debt and equity
financing in Line with the amounts of debt
and equity that we use to finance our
activities We have calculated our WACC 2002 2003 2004 2005 2006 2007
assuming a nisk free rate of 4 45%, an equity "
nsk premium of 5 4% and a Beta of 0 89% PBIT (£Em) w7 3 156 183 225 2n
D 2007 “tt ' Average caprtal (£m) 575 645 696 776 880 998
unng , our post tax return on
average capital employed improved to Tax (%) 291 281 281 277 2717 277
19 6% (2006 18 5%) This compares to *excluding exceptional iterms
our estirnated WACC which 15 86%
Growing
resources
Our people
The number of people employed
by Capita has grown rapidly over the
last five years due to a number of large
acquisitions, contract wins, and
underlying growth of the business
We've moved from 15,000 employees

In 2002 to approxamately 30,000 today,
a trend that looks set to continue into
the foreseeable future

MBIAJI SSALISNG
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Our business goal and strategy Controlling and measunng growth

Gearing

AiIm maintain a conservative and efficient
caprtal structure, with a relatrvely low
level of geanng It s important for our
clients that we are a low nsk, stable partner,
particularly where we are delivenng large
scale operations on therr behalf The Group
has considerable headroom to take on
further debt If necessary, as indicated by the
interest cover ratio and net debt to earnings
before interest, tax, depreciation and
amortisation {EBITDA) However, we would
be unlikely to incur borrowings which would
reduce interest cover below seven times

Economic profit

Aim achieve steadily increasing Group
economic profit. We are focused on
delvenng value for our shareholders

An effective way of measuring this 1s

to assess whether after tax returns are
sufficent to cover the returns required
from all our capital providers Group
economic profit allows us to assess
whether the return generated on the
average capstal base 1s sufficent to meet
the retum requirements of our investors
{debt and equity) Positive economic
profit therefore means that we have
created value

Balance sheet gearing
2007 2006
Net debt
Bond debt (£m}) 479 379
Bank facilitres (deposit)/drawn (Em) 45 9)
Loan note {£m) 2 22
Total net debt {£m} 526 392
Interest cover 8x 9x
Net debt to EBITDA 17 15
2002 2003 2004 2005 2006 2007
PBIT {£m) 107* RE} 156* 183 225 27
Avg capital (Em) 575 645 69 776 BBO 998
Tax (%) 291 281 281 217 277 277
WACC (est %} B85 85 85 82 84 86
Caprtal charge (£m) {49) {5%) (59} {64) (74) (86)
Tax (£m) (31) (37)  (44) {51y {62) (75)
Economic profit (Em) 27 39 53 68 89 110

*excluding exceptional tems

2C. Maintaining careful
risk management

Systems and procedures are in place

across the Group to identify, assess and
mitigate major business risks that could
impact the delivery of our growth strategy
Monitonng our exposure to fisk is an
integral part of the MOB process, described
on page 16 Across our regulated businesses
this 1s supplemented by formally
constituted commuttees

At Group level, nsk management Is
independently faclitated and challenged
by the Group Risk and Business Assurance
function, which reports to the Group
Finance Director and independently to
the Audit Committee See informationon
pages 16,21and 53
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Risk category Risk mitigation 2007 update
New contracts -? Group Board involvernent in all major contracts - Ongoing
-~ Aligned with core competencies and financial targets
- Rigorous pnang and nsk assessment, separate from
sales process
- Secure approprate pnang and contract terms to ensure faw
nsk/reward profile
-» Detaled, tailored transition process to ensure continuity of
serice and retention of staff
Acquisitions -+ Abgned with core competenaes and finanoal targets -+ Ongong
= Rigorous, nsk-based due diligence process
= Rt with strategy and pnang is subject to consideration and
approval by the Group Board
= Clear ransition process to ensure adoption of Group policies
and procedures.
Operational nsk - Escalated via the MOB process and Risk Commuttees to - Regular secunty nisk assessments are camed out in areas that
Drmonal Executrve Board and Group Board as appropnate manage sensitive austomer data to ensure the strongest levels
-» Processes and approprate multiple operating performance of secunty are m place
wdicators m place across all businesses/contracts - Recent nabonal events such as flooding, transport disruptions
- Key Group forums in place strengthering operational nisk and eprdemics have been leamnt from and developments made
ggpon i the areas o;::ac gihening operatianal to exsting business continuity plans to deal with more frequent
—inf fon major incdents.
— Busness Continuity
- Payment Card Industry comphance
=+ Particular focus on information secunty and developing policies,
procedures and rassing awareness across the Group
Fraud - Mitigabing pobiaes and procedures are promulgated by the - The Group's taitored fraud awareness computer based package
Group Risk and Busmess Assurance function in conjunction has been updated and 15 beng rolled out as refresher training
with Group complance across all busmess units
- Fraud bendhunarking exercses are regularly camed out inkey
areas of the Group to constantty assess levels of fraud
prevention i place against cument best practice
Regulatory and - Morutored by the Group Compliance function reporting - Financial services regulation s rmonitored by the Group
legislative impacts directly to the Group Finance Director and independently to Complance function reporting directly to the Group Finance
the Audit Comrruttee Director and mndependently to the Group Audit Committee
- Review and communications process for regulatory and -+ Review and communications process of other regulatory
legslatve change that impacts Group-wide and legislatsve change that impacts the Group 1s dealt wath by
- Separate challenge and review process for businesses operating the relevant business area {1 &. Group HR, Group Legal, Group
n 2 regulatory emvironment These businesses have Risk et}
comprehensive processes embedded into thewr business
functions to address specfic regulatory requirements.
Financial - Capital expenditure 15 subject to ngorous budgetary controls - Ongoing
and spending above specified levels requires Group sign off
- Finanqal performance of each business uit s monrtored each
month and actual progress against plan ts challenged by the
Executive Drvissonal Board
- Treasury management —the Group's pancpal finanaal
mstruments for fundraising are bonds, unsecured loan notes,
finance leases and overdrafts The Group has vanous other
finangial mstrurments such as trade creditors and debtors that
anse directly frorm s operations Where appropniate, the Group
may also use dervatives to hedge its exposure to fluctuations in
mterest rate and foreign exchange rates It ts the Croup's policy
that no trading i finanaal instruments will be undertaken
Attracting and = Investment in trating and development - Continual developrment of our screening and reference process
retaining staff - Competitve, approprate incentive schemes for all staff
= Succession planning 15 a key element of MOB process
Reputation - Robust process for handling and escatating = Centralised proactive and reactve PR team to promote Group,
enqumes/complamts from all stakehalders at both a separate businesses and manage commurucations regarding
business/contract and Group level - pnmanty clients, media, 155Ues
public and suppliers
Procurement - Active supplrer engagement and management processes - Supplier registration and approvals processes are in place

A new Supplier Development Programme for key strategic
suppliers has been imptemented m 2007

MIIAZ) SSalIsng
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3. Managing our
business responsibly

We are committed to growing the business in a transparent and socially
responsible way that is sustainable for all stakeholders over the long term.

We focus on five main areas and these remain our priorities for 2008:

A. Delivering value to shareholders

B. Building scale and capacity to support our clients and share
economies of scale

C. Managing resources well by actively attracting, developing and growing
our workforce and their skills

D. Creating successful supplier relationships to ensure quality, responsible
and cost effective partnerships across the Group |

E. Supporting the communities in which we work and controlling our .
environmental impacts through socially responsible business practices. |

Transforming the Teachers’ Pension Scheme

Outsourding the Teachers’ Pension Scheme to Capita in 1996 saved the Exchequer over £20m during our first
seven-year contract. So it's perhaps not surprising that we won a second contract after a competitive tenderin
2003 to run the service for a further seven years

+

New contact centre Improvements tn productivity




The Capita Group Plc Annual Report and Accounts 2007

Business KPls for 2007
KPI Am Progress 2007 2006
Managing resources well Maintain high retention rates for senior managers 89% 91%
(earning over £90k pa)
Maintain overall employee retention at or above B2% 82%
industry average (819%')
Building scale & capacity Continue to grow our infrastructure of business 55business 52 business
centres to meet the needs of our growing business centres centres
Create successful supplier  Audit all existing tier one suppliers against Capita’s  41% suppliers Supplier audit
relationships standards of business - 50% of suppliers to be audited commenced
audited by end 2007 New target set for 60%
of suppliers to be audited by end 2008
Soaially responsible Continue to measure and assess our carbon 58,523 not
business practice footprint to reduce our impact on the environment tonnes available?
- new benchmark established to be measured annually
'QIPD 2007

* last meanred in 2004 agoss a different set of sites

New business generation

8%

cut in costs

Before we began running the Teachers' Pension
Scheme for the Department for Children, Schools
and Families, member quenes were answered in
weeks rather than days Files could easily be
misplaced, leading to tow productmty

We set up a single contact centre for afl
customer quenes, and added email and online
communications charnels While almost habang
the staffing requirement from 450 to 250, we
generated enough new business to redeploy

98% of potentially redundant employees to
other pensions contracts. We actively encourage
rsue professional qualifications, and
1SQ and hP accreditation have contnbuted to a
staff retention rate of 97% and average service

staff to

levels of 98% Hawving cut operating costs by 48%

frorm some £17m to under £9m a year, we're
currently working to generate further savings

MIIADI SSaUIsSng
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Our business goal and strategy Managing our business responsibly

3A. Delivering
shareholder value

Through maintaining a strong structure and
controls, focusing on clear financial KPls and
applying consistent, careful nsk
management, we succeed In creating
sustainable growth and delivenng healthy
tvestor returns {see pages 14-20)

We use surplus cash to deliver further
shareholder value in three main ways -
through acquisitions, dividends and
share buybacks

I Funding acquisitions where we see
opportunities to add value

In 2007, we invested £114min

12 acquisttions and investments and our
pipeline of potential target acquisitions
remains at a healthy level While continuing
to be extremely selective, we anticipate a
stmilar volume of small to medium sized
transactions mn 2008 See pages 12-13 for
further details

Dividends

2002 2003 2004 2005 2006 2007
Intenm dividend {p) 100 130 175 210 270 400
Final dvidend (p) 200 270 360 490 630 800
Total dvidend (p) 300 400 535 700 900 1200
Dividend cover 35« 33x 29 27x 26x 235x
*before specal dmdend
Special dividends

2007
Special didend (p) 25
Total returned to shareholders (§m} 155
Shares cancelled (m) 20
% of shares cancelled 32
Share buybacks

2002 2003 2004 2005 2006 2007
% of share capital authonsed
to repurchase - 10 10 10 10 10
No of shares repurchased {m) - 52 89 133 529 66
Total cost (Em) - 122 277 499 246 44
Average price (p) - 235 3n 375 465 665
Issued share capital at year end {m) - 667 671 671 617 609
% of share caprtal repurchased - 08 13 19 79 11

Il Distnbution to shareholders
through dividends

The Group dividend strategy is to retumn
surplus cash to shareholders through a
combination of progressive dwidends
and, when appropnate, capital returns

Regular dividends A key elementin

the creation of shareholder value s a
progressive dnvidend policy Over the five
years to 31 December 2007 we grew our
dividend at a compound annual rate of
32% Our confidence in the strength
and resibence of our business model has
allowed us to reduce annual dwvidend
cover gradually for 2007 we continued
this trend, reducing cover to 2 35 times
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Special dvidends Taking account of the
Company's strong cash flows, potential
acquisition pipeline and other potental
Investment opportunities, in July 2007 the
Board declared a special dvidend of 25p
per share — effectively returning some
£155m of surplus capital to shareholders
This was paid in addition to the intenm
dwidend on 19 October 2007, to
shareholders on the register at the close
of business on 14 September 2007

We also undertook a share consoldation,
issumng 30 new shares for every 31old
shares The principal purpose of this was
to ensure that (subject to normal market
moveiments) the market price of each new
ordinary share matched what the share
price would have been if the speaial
dmdend had not been paid This means
that earmings per share and share prices
can still be compared fairly with previous
financial periods

Il Opportunistic share buybacks

We have continued to undertake share
buybacks opportunistically, when market
conditions allow, to maintain an efficient
capital structure and minimise our tong
term cost of capital.

In 2007 we repurchased 6 ém shares
(representing 11% of the issued share
capital} at an average price of 665p

Group interest cover for the year ended
31 December 2007 was 8 umes

Transforming Cumbria’s public services

In February 2001, Cumbria County Coundil and Capita began a seven-year strategic partnership based
around three core objectives providing value—for-money services to the commurnity, creating new jobs,
and providi f significant capital investment for the region It covers afull range of HR, IT, finance,

property and highways services

£7m new regional

Strategic partnership
business centre

£61m

savings and 350 new jobs

Since it began, the partnership has delvered
savings of £61m through consistent and
impraved delivery of service Staff productmity
has increased, attnion has fallen to 3 9%, and
absence 1s down tojust 2.3%

tn june 2003 we demonstrated our comrmitiment
to the area by opering a state-of-the-art £7m
regional business centre in Carlisle We've also
ivested in a network of business centres across
Cumbna and set up a new Coundil Tax Revenue
and Housing Benefits processing centre

in Carlisle, employing 60 people and geared

for future expansion

Inall, we've created 350 jobs and grown

business by 50% in six years. We continue to look
for opportunities to create jobs, achieve further
savings, and deliver better services,

MIIADL SSUISNY
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Our business goal and strategy Managing our business responsibly

3B. Building scale
and capacity

Crowing our infrastructure to
support our future growth

We have built up an extensive operational
infrastructure and a depth of capabilities
which enable us to fully support our dients,
prowiding flexible operating models and
shanng economies of scale

Qur continued growth and success depends
on having the rght resources in place both
in terms of infrastructure and people

To sustan our high contract win and
retention rates, we have to satisfy clents
that we have the operational scale and
capability to delver our prormses — whether
on relatively simple contracts or large scale,
multi-service partnerships.

Business centre network

We continuously assess the needs of each
business unit to ensure that we have the
necessary people, infrastructure and
resources for current and future
development. Each month, through the
Monthly Operational Business {MOB)
review process, we monitor and review
comprehensive operational management
information enabling us to manage the
business in a way that delivers our key
financial ams

Leveraging scale and resources

The substantial scale and broad capability
we have created enable us to put forward
increasingly compelling propositions to
clients and win major integrated service
transformations across the public and
private sectors

The recent addition of progressively
larger contracts, with common processes
and substantial numbers of transfernng
staff has accelerated the growth of our
operations and resources This in tum
enables us to deliver more services and
contracts through shared ICT platforms
and operating structures, providing greater
benefits to clents They benefit not only
from substantial cost efficiencies but also
from greater access to specialist skills and
flexable service delivery models

Business centres form a central part

of our service delivery infrastructure

Our business centres are service centres
of excellence, where we are able torun a
broad range of shared services to provide
cost efficiencies to customers and a bugher
level of service quality

At the end of 2007 we had an infrastructure
of 54 business centres onshore in the UK,
nearshore i Ireland and the Channel
Islands, and offshore in India We have now
added a further centre in Pune, India These
centres are speqialist centres, delivering
services to multiple clients or providing
multiple services to a single client

This gives our clients exceptional flexibility
It allows us to deliver services in the most
appropnate and cost effective way by
accessing centres of expertise, economues
of scale and a choice of operating cost
models As excellent reference sites, they
are also essential to the sales process,
allowing potential clients to see operations
first hand and to speak with operational
staff who have transferred to Capita from
client organisations

Cnshore Nearshore Offshore

UK Ireland, Channel Islands, Gibraltar India

48 business centres 4 business centres 3 business centres

Back office admn Customer services Data validation 8 entry
Customer services Life & pensions admin Claims & policy admin
Lfe & pensions Finanaal services Fund management admun
IT & software Corporate registrars Accounting & finance processing
Resourcing & trainng

Share registration

Property consultancy

Electronic document processing

Claims & policy admin

HR admin
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Blended service delivery

Qur infrastructure allows us to offer clients
a ‘blended delivery solution’, where
appropriate The establishment of our
offshore operation tn India in 2003 has
enabled us to offer UK-based clients an
altemative operating model to UK-based
service delivery Clients can now seamlessly
access both our UK and India centres to
deliver an outsourced service Our offshore
operations, based at three locations in
Mumbai and Pune, are being used to make
sigruficant savings, provide flexibility, raise
service quality and deliver increased
productmvity Clients can access key skills
and expertise in India which may be in
short supply in the UK, at a significantly
reduced cost and increased service quality
By combirung onshore and offshore
resources we can deliver maximum service
flexibility, quality and cost effectiveness
We can do this because our comprehensive
securtty and qualrty assurance systems
ensure consistent sernce quality across the
entire infrastructure

3C. Managing
resources well

Qur greatest resource Is our people,
who are key to our success We aim

to attract, develop and retain talented,
ambitious people so that we have the
resources we need to help our clients
and grow our business

Our employees are crucial to the
success of the business and we therefore
need to help them reach their full potential
We ensure our managers have the nght
traiming and knowledge to embed Group
policies at local level, and we empower
them to make decisions and respond
quickly to clients’ needs and business
1ssues We encourage an open culture
where 1deas are aired regardless of
position and shared across similar
operations where they may add value

20 years ago we employed just over

100 people Today we have over 29,000
Numbers have almost doubled in the tast
five years with a fast growing workforce
in India

Attracting the nght people

Being able to attract the nght people 1s
essential As the Group has evolved, the
oppertunities available to employees have
grown, making us increasingly attractive to
people looking for a challenging and vaned
career Qur success and financial strength
mean we can also offer a stable and
inspinng workplace In addition to direct
recruitment, transfers under new
outsourcing contracts bring us a constant
flow of talented and experienced people

We have created an environment which
rewards performance Rermuneration
packages across the Group are set at levels
that keep us competitive in each part of the
business For our senior people, responsible
for the overall direction and performance
of the Group or its component parts, a
significant element of their financial

reward 15 linked to the financial success

of the business

Investing
in our people

e-learmuing

Our comprehensive training and
development programmes align
continuous personal development with
performance improvement Through

our tratning programmes, buddy system,
on-the-job coaching, and regular
performance reviews, employees have the
skills to do their jobs and a clear path for
career progression We are expanding our
e-teaming programmes following the
success of our e-induction which has
recerved a 98% satisfaction rating

from employees

Mainal ssauisng
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Our business goal and strategy Managing our business responsibty

Cur success is closely linked to our diverse,
inclusive culture

in 2006 we created a combined equality
and dversity policy, the key aim of which

i1s to achieve employee profiles that reflect
the local communities in which we operate
To ensure its effective delivery, in 2007 we
launched the first stage of our Diversity
Action Plan, appointing diversity champions
throughout the business and incorparating
online diversity training Already 22% of
employees have undertaken this training

Our policies are designed to support and
comply with all relevant UK, European
and Intemational human nghts and
employment legislation, and meet
Intemational Labour Organisation
standards These policies are embedded in
our traming and operational procedures

Retaining and
developing people

To maintain our growth we need to
demonstrate our ability to deliver
consistent, reliable service To do this
we must retain key people and provide
appropriate training

We ensure our employees have the nght
skills to deliver quality service through
three main types of training

- Specific job-related skills
- Personal development
- Professional qualifications

We prowide traning through the most
appropnate channel, with the majority
delivered by our own traming business

In an effort to make trairing more
accessible, we've recently made all training
courses available online Take-up and
satisfaction with online rasrung has been
high —our e-induction course recerved a
98% satisfaction rate

As part of our commitment to equal
opportunities, and in recognition of the
needs of our diverse workforce, Capita

has adopted a family-fniendly approach

We offer flexible working arrangements
which benefit both the organisation and
employees, including part-time hours, home
working, job sharing, term-time working
and flex-time We also offer time off for
professional development and volunteering
We believe this approach benefits not just
individuals but the Group as a whole

We have a comprehensive surte of flexible
benefits and put great emphasis on
encouraging employee ownership through
our share savings and ownership schemes
In 2007, 20% of the Group's eligible
employees had share options or owned
Capita shares

Succession planning is a key element of our
MOB process to ensure that we have the
appropnate resources in place to maintain
stable leadership and to guarantee service
continuity for ctients It is continually
reviewed by the Group Board

Recognised
achievement

Capita excellence awards

Through these annual awards we recognise
and share examples of outstanding
personat contnbutiens to our business

The awards celebrate the core values that
embody our organisation and reward
outstanding examples of our culture in
action Categones include Effective
Teamwork, Service Excellence, Innovation
and Community Involvement All nominees
are invited to an annual awards dinner to
celebrate therr success
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Managing and inspiring people

We have a structured approach to people
development that encourages and creates
motivated, effective teams capable of high
performance

We empower business level managers to
manage their teams successfully, and equip
them with the necessary tools and training
in leadership processes and procedures

Our leadership development programme,
IMPACT, 15 supported by our employee
intranet, CAPITAconnect, and our ideas-
sharing culture 1s reinforced by transfers and
secondments across the Group

Qur ability to manage employee integration
1s one of our greatest assets Over two-
thirds of our employees have transferred to
Capita through outsourcing contracts or
acquisiions, and therr smooth integration
15 essential We have evolved highly refined
and supportive transfer procedures and our
managers are traned in implementing
strategies to develop and inspire pecple
The results are evident in improved
sickness and attriton levels and
transformed service standards.

1,300 employees are currently based in
Indi2 A further 1,250 will transfer in 2008
as part of the Prudential contract, doubling
our offshore operations ‘We apply the same
pninciples to all newly-transferred
employees regardless of their location,

and our Staffcare programme ensures they
have the informatron they need to
understand what transfernng will mean for
them InIndia, for example, potential
employees want to be reassured that we
can offer sustamnable career development
opportunities, alongside more practical
concerns such as support for travelling

to work

To recognise success, we run onginal and
entertaining incentive schemes aligned
with performance targets We also run an
annual awards programme to recognise
exceptional individual and team
performance The awards reflect the key
attnbutes that we see as core to Caprta's
ethos —effective team work, innovation,
service and community

We attach great importance to healthy
two-way communication with an

‘open door’ policy across the Group,
supplemented by more format
communication channels Our pecple

also have the opportunity to communicate
therr views in an annual employee survey

MIADJ SSaUISNG
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Our business goal and strategy Managing our business responsibly

3D. Creating successful
supplier relationships

Effectrve procurement and supplier
management give us access to the nght
external resources on competitive terms.
Our scale enables us to negotiate
favourable terms and develop strategic,
responsible relationships with our suppliers.

Supplier management

Our supplier relationships are managed at
two levels, our Group Procurement team
who manage our Group-wide contracts and
at a local or business unit level where there
15 a particular category expertise

We have established partnerships with
our key suppliers to ensure that we are
able to negotiate beneficial Group-wide
terms and assist them in reflecting high
levels of service standards and responstble
business practices across thewr business
and supply chain

We mamntam a comprehensive database

of all suppliers, segregated by supplier

type and product/service category ensunng
that client requirements for supplier
mformation can be readily provided

The database 1s used as a tool to deliver
against these requirements

We're commutted to developing small to
medwum sized enterprses (SMEs}, ensuring
that these suppliers are ptaced on a level
playmng field wath larger suppliers used
within the business Our profiling capability
1s comprehensive and allows us to profile a
mynad of different types of supplier from
large to small and in any industry sector

Our key supplier programme and supplier
diversity plan ensure suppliers meet our
own corporate responsibility, equality and
diversity and performance standards
Withm the programme we define our
‘ideal’ supplier, speafymg not just technical
competences but also culture and values,
envirenmental credentials, health and

safety record and commitment to corporate

and socal responsibility

Transforming BBC Information Lines

We have a wealth of expenence n working
with sub-contractors and miche partners,
using their specialist skills for the delvery

of the most appropriate and cost effective
services We have a sub-contracting policy
and apply stnngent crmtena in selecting
sub-contractors, managing all our suppliers
and sub-contractors under the same
principles, and ensunng that they work within
a fully integrated delivery and reporting
framework. A comprehensive procurement
policy will be launched this year

Wherever we can, we work in partnership
with our clients and subcontractors to
positively influence the environmental
performance of projects on which we

are engaged

In 1998 the BBC outsourced its customer service function to Capita Its aim: to increase capacdity and meet
customer demand for greater accessibility. The service now covers all BBC output -TV, radio, the website,

interactive TV and events.

Transformation plan
for 100 existing staff

New contact centre
and 100 more staff

£fIm

savings a year

We transferred 100 exasting call centre staff and
opened a new contact centre m Belfast to handle
long term grawth The service now runs 24 hours a
day, 365 days ayear, employing 200 staff who can
take up to 40,000 calls an hour Interactive voice
recognition software, upgraded scanning faclities
and an emait auto-reply facility have freed up staff
time, allowing a greater focus on value-added
services Increased efficencies have enabled us to
increase capacity by 40%

Rigorous quality control ensures high standards of
customer service Staff training and development,
plus our comprehensive performance
management system, contnually improve
indrndual end team quabty And callers appreciate
the difference in a recent MORI poll, 89%
expressed overall satisfaction




The Capita Group Ple Annual Report and Accounts 2007

n

3E. Undertaking
socially responsible
business practices

Controlling our
environmental impact

Due to the nature of our business, Caprta
has a low environmental impact compared
to organisations of sumular size i other
industry sectors This is confinmed by our
FTSE4Good environmental impact rating of
‘low' However, we understand that good
envircnmental management 15 integral to
our business and make every effort to
rminimize the impact of our operations

Energy

Our most significant environmental
impact 1s energy In 2006, we launched a
Group- wide programme to reduce the
amount of electriaty used at 18 of our
largest sites by 12% by the end of 2008
We are progressing well against our targets,
having reduced the amount of electnaty
used by 8% (an emussions reduction of
Just under 1,000 tonnes COz), and walt be
rolling the programme out to the entire
Group in 2008

We have also been working with the
Carben Trust to educate our facilities
managers and are about to launch Capita’s
“green pages” — an area on our ntranet
gving staff information about what they
can do to reduce their own and the
Company's carbon footprnt

Transport

Transport Is the other area in which we
have the biggest environmental impact
Our company car pelicy states that all
new and replacement company cars will
be diesel, and 95% of our fleet cars have
switched to diesel The pelicy 1s undergoing
areview to reflect changes in Health and
Safety liabilities, keep it attractive to staff
and increase incentives to reduce carbon
emussions by improving the flexibility

for drivers to trade down to cars with
lower emussions

We try to reduce car travel generally

and continue to promote the use of our
BT conference call facility throughout the
business, with over 34,000 conference
calls made over the last year, a third more
than the previous year We also support
local mbiatives such as Lift shanng and
shuttle buses to and from our offices and
are evaluating the Government's ‘cycle
to work’ scheme

Waste

In order to be a sustainable business

we need to look at the resources we use,
how we recycle them, and how we dispose
of them

This year we have worked with our
suppliers to source environmentally
fnendly products, and through our work
with Office Depot have increased the
proportion of eraronmentally responsible
goods avalable to Capita sites As adirect
result, 17% of our total contract spend
with Office Depot in 2007 was on
environmentally responsible products

We also continued to develop effective
waste rmanagement policies and run
various recyching schemes to ensure used
IT equipment, toner cartridges, mobile
phones and paper are either recycled or
responsibly disposed of, as set out in the
EU WEEE Directive

In 2006, we set up the Digital Pipeline
Initiative, donating our redundant IT
equipment to schools and community
centres in developing countries In 2007
we donated over 8,000 units

Minimising
our impact

Reduction in CO:z emussions

In 2006, we set a target of reducing
electnaty use by 12% at 18 of our largest
sites by 2008 We are progressing well
towards this target, with overall savings
of 8% to date, an emissions reduction of
Just under 1,000 tonnes of COz On the
back of this success we will be rolling the
prograrnme out to the rest of the Group
- starting with sites that have Group
electnaity and gas supply contracts

MALARI SSALISNY
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Our business goal and strategy Managing our business responsibly

Supporting our communities

The nature of our business means that we
are based in the heart of the communities
we serve Qur interest n corporate
responsibility {CR) anises from a recognition
of the iImpact our business operations have
on those communities

We have created a commumity investrment
and engagement strategy that focuses on
how businesses and staff can make a
positive impact on the communities in
which they operate

There Is direction and assistance from
the Group but businesses are empowered
to undertake local inthatives that are
most appropnate to the needs of therr
local communrties

Our strategy focuses on two areas ~
local community partnerships and
chartable inhatives

Local community partnerships

Our regional partnerships have helped

to increase job creation, local purchasing
and investment in community rutiatives
Our regional business centre strategy for
creating new sites also helps to channel fob
creation opportunities to depnved areas
Our businesses are also encouraged to
invest in and support local mibatives that
add social or environmental value

Charrtable initiatives

At a corporate level our charitable strategy
I1s to support initiatives that address social
and educational excluston whether due to
disability, economic or social aircumstances

2067 marked the end of our successful
corporate charty partnership with the
NSPCC and The Prince’s Trust. Qur
partnership directly raised £155mand a
further £17m through sponsorshup of the
chanties’ events

From 2008, following feedback from
employees, we decided to support one
charity, chosen by staff, at Group level
alongside specific local projects Staff voted
to work with Macmillan Cancer Support.
As employees were fully involved in the
selection process we hope to see greater
engagement over the next year

As our business expands, cur comrmunity
prograrnme will grow to reflect these
developments With continuous employee
consultation, we will refresh and widen our
programme — supporting our staff-selected
chanty or local chanities where our
corporate chanty 1s not represented — as
well as speaific local community projects

Ta reflect the growth of our operations

n India we have set up a community
imtiative in Mumba,, initrally providing
support for an erphanage and its school

We work dlosely with our aperations in each
community to identify the best way of
contnbuting to the community

Full details of our CR prionties, initiatives
and progress are detailed in our annual

CR report avallable at

www capita co uk/corporate-responsibilrty

Charitable
engagement

The Capita Challenge

An outdoor adventure race of mental
and physical challenges in which both
employees and clients compete together
to raise money for our chartty partners

By joming in the challenge our customers,
fnends and stakeholders can strengthen
their links with Capita and gain first hand
expenence of the spint which sets us apart.

In 2007 we raised £28,000 for the
NSPCC and The Prince’s Trust through
the Caprta Challenge
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CR Pnorrties Aim Year end 2007 Year end 2006
Environment Continue to measure and assess our carbon footpnnt to reduce 58,523 not

our impact on the environment - new benchrmark established, tonnes available'
to be measured annually
Raise awareness of environmental 1ssues and Group imitiatives Ongoing  Work group setupto
across the business monitor requirerments
and progress
Environmental site audit to be undertaken twice each year Audits completed Audits completed
Reduce Capita's overall impact on the emvironment - Ongoing Target set
achieve 12% reduction in electricity used at our 18 largest
sites by 2008
Continue switching fleet vehicles to diesel engines 95% 95%
Achieve further 1SO 14001 accreditations at our higher 37 34
impact sites
Further promote BT conference call facility 34,463 21,094
conference calls conference calls
Further promote Digital Pipeline Inttiative where used IT 8,000 precesof IT 5,000 preces of IT
equipment 1s donated to developing countnes equipment donated equipment donated
Communities Job creation to date 4,700 4,000
Corporate donations £05m £05m
Meet our target of raising £1 5m for our corporate chanties Raised £155m Raised £1 20m
NSPCC and The Prince’s Trust by end 2007 A target of £1m
over two years to end 2009 has been set for our new chanty
partner, Macmitlan Cancer Support
Maximise the fundraising potential of our Group-wide Raised £48k Raised £53k
chanty week
Health & safety Ensure we provide safe and productive working environments 58 reportable 58 reportable
for all our employees accidents accidents
(RIDDOR) (RIDDOR)
Undertake site audits twice each year Audits completed Audits completed
Seruor management To attract and retain the appropnate level of 89% S1%
retention (earming senior managerment to drive the strategic
over £90kpa) direction of the Group
Overall employee retention To attract and retain the nght people to deliver 82% 82%
Group strategy, maintaining employee retention
at or above industry average {2007 819%, 2006 817%)?
Employees by location To have at least 10% of our people based in 45% 3%
India by 2009
Diversity of people To reflect the commurutres in which we work.
-+ Male/fernale split 51% male 51% male
49% female 49% fernale
- Male/female split for management 62% male 65% male
(eaning over £50kp a} 38% fernale 35% fernale
- Ethnic diversity® 8% {based on 50% 15% (based on 48%
(employees from ethric minonty groups) response rate)?® response rate)
Part-time working To provide flexible working hours while ensunng 7% 24%
maximum flexibility in Group resources
Creating successful Audit all existing tier one suppliers against Capita's 41% Supplier
supplier relationships standards of bustness — 50% of all suppliers by end 2007 suppliers audit
A new target of 60% of all suppliers to be audited by end audited commenced

2008 has been set

Our carbon footpnnt was last measured i 2004 across a different set of sites

2QPD 2007

? Impacted by end of Office Services contract and subsequent transfer of staff out of the Group
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4. Targeting
growth markets

Leading across a number of growing markets

We are the UK's market leader in providing BPO services. Our unrivalled
infrastructure and capability, built up over more than 20 years, enable us to
maintain a leading position in the market. Our outsourcing partnerships today
are focused on increasing service quality and reducing costs across both back
office and frontline customer service processes. Our aim is to transform our
clients’ operating models to generate value and help to keep them at the
forefront of their markets.

Transforming Zurich Financial Services

Our £300m partnership with Zurich to provide open book life and pensions administration services is the
largest in the UK We were appointed to improve service quality and cut operating costs over multiple sites,
delivenng customer servicing, policy administration, and new business and claims activities for Zurich’s 2 8m
UK open book ife and pensions customers.

+

1,200 staff transferred Focus on staff communication
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The scate of our infrastructure and breadth  Competitor rankings

of our expertise provide us with a strong UK BPO market*

competitive edge across our markets and

enable us to present strong propositions to % Market share

clients Most of our markets contain a stable  Provider 2007 2006

set of responsible competitors providinga  Capita 22 21

heatthy marketplace nwhichto bid New  yiartex 7 8

entrants to our markets face significant Accenture 6 7

barmiers to entry as 1t takes time and scale to

establish a strong presence EDS 6 7
*Qwvum 2007

We focus on supporting clients from the

UK and Ireland where there are significant
opportunities for growth An independent
survey has estimated the market's potential
at £94 8bn, split 2 1 between private and

public sectors respectively In 2007, the
total market for BPO was estimated at
£51bn and forecast to grow at 10% a year

until 2011*

Swift service improvement

1 month

to hit contract targets

In March 2006, just a month after we took over,
Zunch’s Cheltenham and Swindon customer
cantact centres were both meeting or exceeding
the contract key performance targets.

Call abandonment was down from 116%

to 2.3%, while competency and performarce
was up to 99% Two years on, call abandonment
15just 18%

The key to success. a carefully managed
transition with emphasis on staff communication.
Recogrusing the importance of the operation's
1,200 people, we worked with thern to eam
Investors in People acareditation —an
achievement shared by everyone mvolved in
November 2007 The Zunch Customer Contact
Centre was also named Customer Service
Contact Centre of the Year (up to 100 seats)

at the 2007 National Customer Service Awards.
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Our business goal and strategy Targeting growth markets

Drivers behind our markets

We curently operate in nine distinct
markets where the drivers for seeking
outsourced solutions and professional

We constantly expand our offening in
existing markets and broaden into
complementary new market segments

In 2007, our private/public sector split was
48%/52% (2006 48%/52%) Over ime,

of our markets but still expect central
govemnment to remain fairly quiet, apart
from support required to set up service
infrastructures for new initiatives

Some of our prospective pnivate sector

sUpport services are strong we expect to move closer to the overall clients are expecting their market conditions
market's 2 1ratio, but we will continue to to detenorate over %he next 18 months
pursue the most attractive opportunities This 1s prompting them to explore how
where we can generate value for our chients outsouraing could help create a more
and sensnblfk retumns for Caputa, imespective flexible and lower cost operating model
of their market sector Gsven our scale and expertise in achieving
Appetrte for outsourcing remains strong and  this, we may see growing demand from
we are experiencing an increase in interest private sector organisations However,
from clients in a number of our target we will continue to pursue such
market sectors In 2007, we were most opporturuties selectrvely and ensure
actrve tn secuning large outsourang controlled growth across the Group
contracts in life and pensions and local
government Central govemment was the
quietest market. So far in 2008, we are
expenencing buoyant activity across many
|
|
Markets
% of tumover
2007 2006
1 Life and pensions n 8 0 0
2 Insurance 10 10 48 /o 52 /o \
3 Financial services 4 4 Private Public
4 Other corporate 23 26 (2006 48%) (2006 52%)
5 Local government 20 17
6 Central government 12 14
7 Education 13 14
8 Transport 6 6

9 Health 1 1
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Private sector

Caprta s well established in the private sector Our three largest private sector markets are life and
pensions, insurance and financial services We are also supporting a growing number of other corporate
organisations, particularly media, retadl and telecommunications companies

1. Life and pensions

Caprta is delivering new service models to increase client
competitiveness

Qur deep expenence aaoss both open and closed book bustness
gives us a strong proposition. Life and pensions comparies
continue to face a highly competitive and regulated environment
and many are adopting new service models to increase
competitiveness This 1s sumulating demand for outsourang,
which industry analysts expect to grow by 14% annuatly across
the sector to 2011*

We work with dlients to keep them at the forefront of ther market
by raising effiaency, mantaining and enhanang service quality
and providing flexdble operating models Our specialist skills and
software are also attractive to occupational pension providers,

as pension scheme structures become ever more complex

Clients engage Capita to help them to
- Reduce operatmg costs while improving performance and
customer retention

- Ensure adrmnistration processes address increasingly complex
regulations and inibiatives such as MIFID

- Bring new propositions such as wrap products to market
quickly, to satisfy consurmer and adviser demand for more
choice

- Meet adwviser demand for new remuneration methods to
reduce reliance on upfront commussion

- Respond to rapid change in the distnbution marketptace

- Develop doser relationships with advisers through technology
and 'straight-through processing’

- Access speaialist skills {and enhance processes and systems)
to meet new pensions legislation and support the shift from
final salary to money purchase pension schemes

2. Insurance

Capita can help the insurance industry to address rts
challenging operating environment.

Conditions for the insurance industry continue to be tough
Compares face inareasing regulatory pressures while strving
to cut costs, improve effictency and enhance customer service
The rapid growth of intemet sales, industry consolidation and
intensifying international competition are driving dramatic
shifts In consurmer expectations, pricing and service delivery

As organisations strive to compete more effectively, they look
inareasingly to outsourang to deliver both specialised techmical
solutions and management of non-core services and operations

Annual growth of 6% 15 forecast in this market to 2011*
Clients engage Capita to help themto

- Establish effective processes to satisfy cornplex regulation
- Reduce operating costs and improve customer service

-» Establish strategc partnerships for low nsk service
improvermnent and business transformation

- Improve management of claims costs, in particular through
fraud and leakage prevention

- Meet customer dermand for more transparency, information,
flexibility and value

= Benefit from the continued nse of affinrty brands among
internet service prowviders, utilities and retatlers

Services Dmsions Services Drnsions

Business process outsourcing Life & pensions Business process outsourcing Insurance & Specialist Services
Customer services Finanaal Services Customer services ICT & Adwisory Services
Admirustration and support Professional Services Administration and support

Information and ICT & Adwisory Services Information and

communications technology communications technology

Finance and treasury Finance and treasury

Consultancy and change Consultancy and change

management management

*Owum 2007
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Our business goal and strategy Targeting growth markets

Private sector continued

3. Financial services

Capsta 1s an ideal service partner for clients facing a market
with fierce competrtton and growing regulation

Growth has been driven across the board in the tast few years
by hugh levels of M&A work, IPOs and retail investor activity
New markets are opening up and regulatory changes abroad,
such as Sarbanes-Oxley, are continuing to drive work into
London Faced with ever fiercer competition and growing
regulation, product providers are concentrating on developing
and dstnbuting competitive products — and are increasingly
keen to outsource back office functions Qur uniquely broad
range of services enables us to offer them a single view of ther
customers across their whole product range

industry anatysts estimate growth of 8% annually to 20M*

We expect conttnuing demand for our services even if economic
cenditions detenorate, as organisations will need to reassess their
operating models to remain competitive Our Registrar business
(representing c. £60m of the Group turnover) may be affected

by a possible tumdown in M8 work but this 1s expected to be
offset by demand in other areas of financial services

Clients engage Capita to help them to
- Manage compliance nsk generated by continuing regulatory change
- Exploit opportuntties created by regulatory and legislative

change to launch a wide range of new products — all requinng
administration

- Do more for customers and create new premium services

- Meet financial ntermedianes’ need for compliant, nsk-related
sales processes, through intenmediary partnerships and bespoke
admumistration systems

- Benefit from new outsourcing opportunities created by
structural changes in markets

- Take advantage of the new opportunities for overseas
companies created by the pre-eminence of the

4. Other corporate

Capita helps increase companses’ competitiveness by
enhanding customer service and improving productrvity

The proven competitive benefits of outsourcing have made

it increasingly acceptable Right across the private sector,
compantes’ competitiveness depends on unrelenting
improvernent in productiity, quality and customer service
Increasingly, they recognise outsouraing of both back office
and frontline services as an indispensable part of achieving this
We can add real value to therr performance and allow them

to focus resources on their central areas of expertise Industry
analysts expect this market to grow by 11% annually to 2011*

Clients engage Capita to help them to

- Reduce processing and administration costs while improving
customer service and retention

- Bnng new products to market faster to meet changing
customer demands

- Gain better access to expert operational and advisery
capabibies

- Compete more effectively for skills through focus on
employee support and benefits

- Improve productivity through better management of
sickness and absenteeism

- Meet increasing regulatory and legislative requirements

London Markets
Services Dmisions Services Dmisions
Business process outsourcing Financial Services Business process outsourcing Integrated Services
Customer services Life & pensions Customer senices Financral Services
Adrmuristration and support Insurance & Specalist Services Administration and support Professional Services
Human resources ICT & Adwvisory Services Human resources HR Solutions & Property
Informatton and Information and Consultancy
communications technology communications technology Insurance & Specialist Services
finance and treasury Property consultancy ICT & Adwisory Services
Consultancy and change Finance and treasury
management Consultancy and change

rmanagement

*Ovurn 2007
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Public sector

Capita was formed in the public sector and initially supported local authonties Today, Capita provides
outsourcing and support services to central and local government We have built up particular expertise in
education and transport and have a growing interest in health

5. Local government

Capita helps local authonties to develop new delivery
maodels and transform services

Transforming public services for the benefit of atizens and
communities continues to be an explicit local government
pnority This 1s dnving local government to seek altemative ways
of providing services and creating opportunities for the private
sector to help develop new detivery models With over 20 years
expenence in this marketplace and a UK-wide network of

multi service centres, we are uriquely placed to help local
authonities achieve effective change

Industry analysts forecast market growth of 8% a year to 2011*
This continues to be ahighly attractive and buoyant market
for Capita

Clients engage Capita to help themto

- Meet the challenging goals of the 2007 Comprehensive
Spending Review, including 3% annual efficency targets
and shared services

- Respond to the Local Government Act through place-shapmg
and more partnership working, more strategic commissiorung
and devolution to communities

~ Deliver Sustainable Community Strategies through greater
local cross-agency working and the new Comprehensive
Community Performance Assessment {CCPA)

- Respond to the CCPA's emphasis on efficient use of resources

= Deliver the Transformational Govemment agenda for more
personalisation and improved citizen access

- Address key service prionties children's services including
education, social fcommunity and economic regeneration
and transport

6. Central government

Capita works with Government departments to deliver
service transformation

Across the public sector there 1s constant pressure to increase
efficency while smultaneously enhancing service quality

As Govemment departments face ever more demanding
financial and service targets, some are engaging with the private
sector to help them deliver organssational change and service
transformation Qur record of successfully delivering complex
and high profile transformational projects, supported by effective
ICT and process re-engineenng, makes us an attractive partner

in modemising existing services and supporting future
Government initiatives

Market growth of 9% 15 expected out to 2011* However, we
expect in the short term that this growth will be mainly fuelled
by requirements for cutsourang to deliver new service inibatives
rather than transformation of the Government's existing
admimistration infrastructure

Clients engage Capita to help themto

- Meet the challenging goals of the 2007 Comprehensive
Spending Review, including 3% annual efficiency targets
and shared services

-» Develop and medemise infrastructure —e g transport,
Building Schoals for the Future

- Deliver the Transformational Government agenda for
more personalisation, improved atizen access and cross-
government working

- Enhance partnerships across the public sector

-» Address key service pnorittes children’s services induding
education, sccial/community and economic regeneration
and transport

- Ensure that government and public services enhance the
UK’s global competitiveness

Services Dwisions Services Divistons

Business process outsourcing Professional Senvices Business process outsourcing Integrated Services
Customer services HR Solutions & Property Customer services HR Solutions & Property
Adrmirustration and support Consultancy Administration and support Consultancy

Human resources Financial Services Human resources Life & pensions
Information and ICT & Advisory Services Information and Insurance & Speaalist Services
communications technology communications technology ICT & Advisory Services
Property consultancy Property consultancy

Finance and treasury Finance and treasury

Consultancy and change Consultancy and change

management management

*Ovum 2007
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Our business goal and strategy Targeting growth markets

Public sector continued

7. Education

Capita 1s supporting the Government’s strategy to improve
educational standards and raise accessibility

The Government has commuitted further funding to improve
educational standards and raise accessibility, but there i1s a need
to ensure value for money as the growth in funding slows down
Government education strategy focuses on educattonal outcormes
and requires changing roles for local authonties and new
responsibilities for schools and colleges. We are particularly

well placed to contribute because we combine ground-level
professianal support services expenence in schools and strategic
management capacity to support local authorties and the
Department for Children, Schools and Families (“OCSF”)

Industry analysts are predicting market growth rates of 5%
out to 2011* We anticipate continuing to build on our actvities
within this market

Clients engage Caprta to help them to:
= Transform and deliver support senices through shared

platforms to meet efficiency targets and achieve value for
money to underpin education excellence

- Develop and delver the wider Children’s Services Agenda

- Make planned nvestment in systems and ICT to reduce
bureaucracy, enhance assessment and tmprove finanaal
management

-» Set up arrangements for and support implementation of
Building Schools for the Future

- Address the Leitch Review of Skills and the reconfiguration of
further education and training

= Recruit key personnel, including teachers.

8. Transport

Capita has one of the UK's largest and most diverse
multidisciplinary property and infrastructure consultancies

Our offering spans a broad range of infrastructure and transport
consultancy, from strategic and policy 1ssues to effective design
and delivery of complete transport management solutions

A key priority for the Government remains road congestion,

and it has committed funds to help local authonties explore
innovative ways of reducing local traffic. Private sector
involvernent is well established in this area and our expenence
of delivenng the London Congestion Charging schemes positions
us well to assist local authonties

Although we will no longer be delivering the London Congestion
Charging schemes from the end of November 2009, we are
expenencing steady interest from current and potential local
authonty clients who want to incorporate transport management
solutions into their integrated transport plans

Industry analysts predict market growth of 10% out to 2011*

Clients engage Caprta to help them to

- Implement the Public Service Agreement to cut urban
congestion by 2010-11

- Meet the Govemment's commitment to road pnang schemes
- Address local transport needs through public consultation

- Respond to the Government's commuitment to building road
and transport infrastructure

- Use technology to improve network management.

Services Divisions Services Dmisions

Business process outsourcing Integrated Services Business process outsourcing Integrated Services
Customer services Professional Services Customer services Professional Services
Admiustration and support HR Solutions & Property Admunistratton and support HR Solutions & Property
Human resources Consultancy Hurman resources Consultancy
Information and Insurance & Speciabist Services tnformation and Financial Services
communications technology ICT & Adwisory Services communications technology ICT & Adwvisory Services
Property consultancy Property consultancy

Finance and treasury

Consultancy and change
management

*Ovurn 2007
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9. Health

Capita s helping to deliver the increase in outsourced services
and public private partnerships that is seen as key to progress
in the health sector

Although NHS funding 15 set to increase, there are significant
finanaial pressures for organisational change to deliver efficiencies,
improve commissiorung and enhance patient expenence through
better access to services. Responding to these pressures requires
transformation of both back office (support services) and front
office (cltrucal administration) to free-up and support frontline
services Qutsourced services and public private partnerships are
increasingly seen as key to building capaaty and delivenng the
capability and expenence necessary to faclitate this change

Industry analysts predict annual market growth of 31% to 2011*
Clients engage Capita to help themto:

- Respond to funding pressures and the 2007 Spending Review
- Enhance therr commissioning capacity

- Improve patient access through a transformed front office

- Rationalise and modemise support services

-* Realise the benefits of new technology, n particular through
the Connecting for Health programme

- Rationalise existing property and reinvestrment in new property
to improve work emaronment and patient care

- Streamline clinical admimistration to deliver Patient Choice
and achieve the 18 week target from first appointment to
treatment

Services Dmisions

Business process outsourcing HR Solutions & Property

Admirustration and support Consultancy
Human resources ICT & Adwisory Services

Information and
communications technology

Property consultancy
Finance and treasury

Consultancy and change
management

*Orvurn 2007
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5. Maintaining
performance across
our divisions

Each of our seven operating divisions consists of a number of businesses
and major contracts. Every business is aligned with the Group’s overall
objectives and strategy.

Every business works to an annual business plan which sets out financial
targets and the research, development and resources required to meet or
exceed the plan. Performance is reviewed monthly and adjustments to spend,
activity and resources are made where necessary.

Transforming Salford's regeneration

Urban Vision, our unique joint venture with Salford City Council and construction group Morrison, supports
the city’s continuing regeneration Responsible for planning and business control, engineering and hughways,
property and business development support, faclities management and building design, it has played a key
part in a fourfold increase in Investment in the city’s roads to around £7m a year.

+

400 coundil employees seconded Capita’s property consultancy
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The divisional structure supports a robust, individual focus for each
business while providing ready access to the Group’s wider resources,
expertise and economies of scale.

The common aim is to deliver service excellence and generate profitable
growth through:

A. Aligning each business with the Group's overall objectives and strategy

B. Investing in service and product development and appropriate
sales and marketing activities

C. Maintaining a simple, pragmatic divisional structure to share
resources and economies of scale.

80

mmmm  new jobs
By creating a more flexible workforce and

enabling staff to work more closely together,
Urban Vision has made considerable efficiency
savings which can be remnvested in further
Sefvice (mprovernent.

Through parinershup with our property
consultancy, Capltla Symonds, Urban \as*:oln has
helped the Counal cut proj costs while
New procurement framework improving the office enelro‘r)*;er:znt. boosting staff
morale and supporting recrurtment and tramning
It has also won new work desigrung flagship
schools under the Building Schools for the Future
{BSF} inttative When the Counai’s landscape
design team was seconded to Urban Vision,

it was short of work and jobs were at nisk.

Twao years on, it has a full workload and a good
forward pipeline

Molavl ssauisng
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Our business goal and strategy Maintaining performance across our divisions

We maintain a simple,
pragmatic divisional
structure that delivers our
Group strategy

A. Alignment with
Group strategy

The operating divisions and the businesses
within them all follow the Group strategy
of securing strong, sustanable growth,
both organically and by acquinng
complementary businesses

Each business produces its own annual
business plan outlining speafic strategies
and considerations and setting performance
targets for the following year The MOB
process described on page 16 ensures
regular momtonng and reporting of
performance against targets and 1s an
effective forum for planning ahead, solving
1ssues and sharing expertise and support

1 Integrated Services

B. Individual
business tactics

With a focus on continuous growth, each
business undertakes appropniate tactics
to achieve or maintain market leading
positions Research and development
imitiatives underpin the constant
development of products and services

to meet the cumrent and future needs of
clients Businesses adopt the most
appropnate marketing and sales activities
to address the charactenstics of their
indmidual marketplaces

3 HR Solutions & Property Consultancy

C. Aflexible divisional
operating structure

We have created a pragmatic, flexible
structure which is regularly refrashed as
the Group develops We move businesses,
contracts and managers across the
dvisions to ensure the best match of
leadership and resources as the Group
grows The businesses benefit from the
powerful combination of indvidual focus
and the ability to reach out across the
Group to share operational skills and
resources, benefit from economies of scale,
create and deploy mnovation, and hamess
the best of ICT and business processes

We are currently organised into seven
operating dwisions, plus a Group Sales and
Marketing Division Each operating division
brings together activities with similar
operating models or client bases Each
major contract secured by the Group sales
team is managed within the division which
best meets its operational, regulatory and
management requirements

Group-wide support services, such as
finance, legal and commercial, property
management, procurement, health and
safety and environment and HR, report
directly to Group Board Executive Directors
to ensure robust control, consistent
standards and shared benefits across

the Group

6 Insurance & Specialist Services

TV Licensing Integrated HR solutions Insurance services

Cniminal Records Bureau Resourcing = Outsourced solutions

TfL Congestion Charging Veredus - Specialist services

Central government services Caprta Symonds -Tecens

Administration services Legal services

Business travel 4 Financial Services Occupational health

Offshore Shareholder services Customer contact centres
Finanaal administration services —elrcom

2 Professional Services Trust services -DSGI

Software services Sector

- Pnvate sector

~ Education 5 Ufe & Pensions

- Local government Life & pensions
Local government services Capita Hartshead
Strategic children’s services SIP services

Local government partnerships
- Blackbum with Darwen BC
- Swindon BC
- Southampton CC

7 ICT & Adwvisory Services

Service Birmingham

Harrow Counal

IT services

Mission assurance & testing

Adwisory services

Communications
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Progress across our divisions in 2007

2. Professional Services

compnses our local government services and all our software

1. Integrated Services

contans all of our major central govemment contracts and our

offshore operations businesses as well as Capita Strategic Children’s Services
2007 2006 2007 2006
£m £m Em £m
Tumover 3024 3009 Tumover 264.3 17
Operating profit 466 466  Operating profit 481 374
Operating margin 154% 155%  Operatingmargin 182% 195%
Capex 99 166  Capex 81 67
2007 developments 2007 developments

= TV Lxensmg Great strides have been taken to reduce the cost of operation,
Mare usable interfaces have been designed to improve the human nteracton
wath legacy (T systemns Intuitive and windows-based interfaces will cut down
the tme spent training newcomers on the systern by over 70% (from seven
weeks to two), and will improve transaction handling tmes by over 20% In the
back office, intelligent workflow systems have further enhanced the ability to
transition non chient facing work to Capita's offshore facility in Mumbar This
innovative system has increased the automation of simple transactions These
initiatrves have increased productmaty and delvered cost efficences

= TfL Congestion Charging: The Western Extension Zone (WEZ) was effectively
and smoothty implemented on 19 February 2007 and we have continued to
deliver good service across the extended zone. The contract to deliver the
congestion charging scheme across London was not re-awasded to Capita and
the contract wll fimsh at the end of November 2009 The Low Emission Zone
(LEZ) was successfully implemented on 4 February 2008

-» CRB With over 15m disclosures issued and 92% custormer satisfaction, the CRB
Capita partnership 1s in its fifth year We continue to enhance the service by
progressing phase two of the online tracking sennce and brmging additional data
sources into the PLX chedkng process, whach now tatals over 60m records. The
contract was awarded sitver at the Kablenet government innovation awards and
gained the prestigious 1SO14001 environmental management acareditation.

- Capeta Business Travel. Followsng the rebrand m January 2007, from Lonsdale
Travel to Capita Business Travel, the business has secured new sales contracts
waorth £34m and retained 100% of 1ts top 10 customers ~who undertook formal
tender processes as contracts expired in 2007 New and renewed contracts have
come from public and private sector businesses such as Yell, Alfred McAlpine,
Royal Mad Group and OGCbuying solutions. A strong senace reputation and
new operabonal technology and procedures have played key roles m thus success
The new online booking technology has been well recesved by arstorners.

- Offshore Services. Our offshore operation grew strongly in the year and
played a key role in securing major contracts, mcluding with Resolution and
Prudential. It 1s now the Group's largest mult-chient sernce centre, employing
1,300 staff and processing more than Im transactions a month It 1s fully
representative of the Group, servicing both public and pavate sector contracts
and supporting a number of Group businesses.

2008 pnortties

= Continued delivery of operational excellence for clients, thereby strengthenung
chient relationships and garung wital references for future opportunities

-» Continued focus on introducing innovation and alternatve service delivery
models, including offshonng, to increase quatity and efficency across contracts

- Focus on employee retention and training to maintam consistency of service
for our long term clients

- Closer working with the Group Sates Team to iderttify new sales opportunities,
extend relationships and explare service delvery models,

< Local Government Services. Continued its strong performance i 2007,
successfully completing Phase 2 of our 10 year partnershep with Swandon BC
and becomung preferred bidder for Hart DC, a 10 year deal worth approx

E10m We also began our 15 year partnership wath Southampton CC in October

Qur service offenng has been expanded to meet the growang demand from
dients, in particular for customer senaces and procurement actties.

- Local Government Software Services Qur local government senace and
software businesses continue to work closely together to help chents ncrease
operational efficiencies to meet the challenges set out in the Comprehensive
Spending Review We continue to set the highest standards for our products
and have become the first major supplier to local gavernment to achueve the
Payment Card industry Data Secunty standard (PCl DSS) for our payment
management products and sernces

= Children’s Services We have successfully brought together and refocused our
education service offering m response to the Every Child Matters — Change for
Children programme and are recogrised as leading prowiders of consultancy,
ntenm management and software support to children’s services authonities
We have increased our market share in existing rnarkets and entered new
markets such as software seraces for Children's Soaal Care, Earty Years
provision {through our acquisition of CPFR) and Leanng Gateways in schools
- providing pupils, staff and parents with secure remote access to informabon
Addiionally, 94% of our further and higher education dients renewed therr
software licenses for a further three years.

- Private sector software The benefit of integrating our three recent acquisitions
—Quay {back office and client relatronships), Webline {quotation and ebusiness)

and Synaptic {life, pensions and investment research) — was demonstrated in

2007 wath the release of the Enabler modutar website for ndependent financal
adwisers {IFAs) By combiring and integrating thesa companies’ services, we can

enable IFAs to enhance therr client service and demonstrate compliance with
regulatory requirements.

2008 pnortties

= Maintamn market share in the local government and education software
markets through continued development of new and innovative products to
keep pace with changing requirements

= Expand software services private sector offering and increase leverage from
other dwsions

- Continue to enhance market leading pesibon 1n local govemment through
jont imitiatrves with other Capita busmesses and through partnerships

- Continue to explore apporturities and synergies across private sector software
and document management and imaging services

- Continue to build on the success of our National Strategies contract and
further strengthen our relationstup with the DCSF

MIIAZ SSouUIsng
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Our business goal and strategy Maintamning performance across our divisions

Progress across our divisions in 2007

3. HR Solutions & Property Consultancy

comprises our resourcing and property services operations To provide greater transparency they are reported separately

2007 2006 2007 2006
£m £m Em Em
HR Solutions Property Consultancy
Turnover 2459 2059  Tumover 2319 1994
Operating profit 234 177  Operating profit 193 128
Operating margin 95% 86%  Operating margin 83% 64%
Capex 39 44  Capex 2.7 31
2007 developments 2007 developments

- Integrated HR Solutions: In 2007 we continued buttding on the foundations

developed in 2006 The BBC HR and Northem lreland Cril Senvice contracts are

naw established and operational. New HR outsourang contracts with Swindon
BC, Southampton CC and Lewcester and Rutland NHS Consortrlum went live
Cur focus remains on developing further our strong HR capability across HR
strategy, resourang and payroll adminustration, learming and development and
outplacement, positroning us uruquety in this market.

Following the acquisition of NHS Partners from North Bnistol NHS Trust, this

business 15 focused on three areas. employee and patient surveys, remuneration

strategies and HR information serace, The complements cur HR
business strategy and grves us a further foothold n the extensive NHS market

- Resourang businesses: These continue to perform well. Capita Resourang
has expenenced very good growth, successfully winning a new managed
service contract with EDF Erergy and seeing strong growth across its niche
recrutment businesses

- Assessment and Testing- This speaalrst business has devetoped further longer
term contracts, supporting chents such as BAA,

- Capita Education Resourang Continued to make steady progress in 2007
with an increase in Teacher Suppty days, particularly in its Further Education
Drvision which increased volume by 69%

- Caprta Recrurtment Vetting Service Had another very successful year with
growth of 96% It s now the second largest CRB Umbrella Body in the UK

= Veredus. Our senior search and selection brand had a very strong, profitable
year across both public and private sectors.

2008 pniortties

- Manage the smoqth transfer and unplementation of new ntegrated HR
contracts

- Develop additional products and services to penetrate new and existing
clients, and make further acquisitrons to develop or consolidate our position

- Promote our offshore capability where appropnate to chents

- Support Group sales tearn to sell integrated HR propositions as separate
contracts and as part of a wider BPO partnershp

- Continue to seek synergies across resouraing businesses and focus on
managed resourcing partnershups to secure longer term relationships

- Growth We are now the UK's sicth largest multidisaplnary property and
mfrastructure consultancy

- New busmness' we secured framework wans from Network Rad, TfL, 0GC,
Ervironment Agency, Bxcon Mobil, London Development Agency (LDA) and
the Olympic Development Agency {ODA) —and were appointed as architect
for BAA's £300m Heathrow Terrrunal § Concourse C,

- Durham Gty Council. We secured a two-year extension to.our Cwil
Engineering Services strategi albance with the Counal.

- Wembley National Stadium. We are project managers for Wembley
National Stadiurm, which hosted rts first FA Cup Final in May 2007

- Integratron We consolidated our architectural services under the Capita
Architecture brand and successfully ntegrated sorme 200 staff as part of
Croup strategic partnershups with Southampton CC and Swindon BC

- Organisation We restructured and strengthened the Executive Board under
new leadership

- Recognibion We were listed as One to Watch’ in the 2007 Sunday Times
Best Companies To Work For Survey

2008 priortties

- Continue to work clasely with Group sales team to prowide added value
ntegral propositions as part of wider transformation partnership opportunities

- Build on success in seling standalone property propositions to Group chents,
particularty in local government

- Continue to foster close working across property and infrastructure disaiplines
to accelerate organic growth

=+ Focus on sermor-tevel relationshups with top 30 clients

- Increase presence on procurement frameworks to expand access to
oppartunities across wider markets
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4. Finandial Services

contains our shareholder, financial and trust administration and
treasury services businesses

5. Life & Pensions

comprises all our life & pensions businesses including open and
closed book, occupational pensions and SIPP admunistration

2007 2006 2007 2006

£m Em Em £m

Turnover 1569 1208 Tumover 2555 1843

Operating profit 373 315  Operating profit 316 227

Operating margin 238%  261%  Operating margm 124% 123%

Capex 38 36 Capex 232 184
2007 developments 2007 developments

- Another excellent year of growth. Reveniue growth was strong across all
our operabions - for mstance Capita Registrars tumover grew by 22% to £61m
We processed 6,300 corporate action events with a combined vatue of £51bn,
1ssued over 7m cheques and adrmrestered 130 IPOs {gaining 54% market share}

- Organx growth: Strong orgamc growth was driven by new products —such
as NHS Membership and services, Traaing Solutions and SAYE
adrmunsstration - and the renewal of tong term contracts with two of our
largest share repistration clients.

- Offinal Sobator & Public Trustee. We successfully implemented our
outsourang contract.

- Combning Group skills: our jomed-up approach with Life & Pensions was

a key differenbator m winning the Co-operative Insurance contract Over 150
former Co-operative staff transferred to our Fund Adrunistration operations.

- New start-up busmesses: We operations in the Isle of Man
(Regstratron), Guemsey {Fund Admsmstration) and Dublin {Trustee Services)

- Acquisibons: Dunng the year we acquired the Trust & Frduaiary operations of
PwC Channel islands and Global Fund Adrmurestration in Gibraltar

= Offshore. As part of our contmumg collaboration wath offshore colleagues,
we designed and implemiented a new product speafically to be 100% delivered
from our Indian operations.

-+ Growmg market demand: Ingeasing complexty in design and delivery of
products, such as the maeasing use of denvatives in unit trusts, and increasing
regulatory complexaty - such as the Market Abuse Directive, 3rd EU Auto
Money Laundenng, MiFID, TCF inrtiatives and new Companes Act - continue
to provide unpetus for outsourang in the industry

2008 pnorities

- Mantain hegh levels of regulatory compliance across the business and
contunue to develop solubons to help our customers comply wath thewr
regulatory oblgatrons

= Develop and mmplement new and more advanced administration systems
to reduce nsk and mxrease effiaency wa greater straight-through processing
and autornation

- Drive margin expansion by relocatmg jobs to lower-cost delivery areas n
England and India and rationalising operational infrastructure

= Pursue further appropnate acquisitions, inctuding selectve nvestigation
of some Western European punsdictions

- L&P outsourcing: We are the leading outsourang provider in this area with
over 50% of contracts let. With the start of the Prudential contract in Apnl
2008, we will be admunistenng 22m Ufe, savings and pensions policies
This market continues to be very active

- New busmess: Durng the year we have successfully transitioned the
Co-operabive Insurance and Resotution businesses nto Capita Both these
major contracts have performed well in the first few months.

- IT development: We contmue to work dosely with Mastek on develaping the
next generation of the Elpar software that 1s cwrrently used across a number
of dients. The new verson will become available in 2009

- SIPPs. In recognibion of the mcreasing influence of key IFA groups and
distnbutbion as a whole mn the UK iife and pensions market, we have extended
our open funds access platform supporting our SiPPs bustness into a more
genenc WRAP-based Thas allows key distnbution finms to have
‘straight-through” access ta a broad range of providers and funds.

- Capita Hartshead: OQur business continues to perform strongly Recent
acquisibons have significantly increased our actuanal capacity, which
wll attract new chents and extend the range of services to existing clients

2008 priontres

- Maintain high levels of complance acrass the business and develop solutions
whuch help dients meet mereasingty complex regulatory requirements

- Actweve further econores of scale by processing a greater number of contracts
through our exasting infrastructhure

- Achieve a smooth transition of services from Prudential

- Continue to extend our trading platform across multiple distnbutor groups and
UK blue chip pronders

= Continue to develop our technology platforms to help chients bang new
products to market faster

- Conunue to buitd offshore capability mto existing contracts and new proposals

= Continue to grow our presence m occupational benefit consultancy and
actuanal services.
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Our business goal and strategy Maintaining performance across our divisions

Progress across our divisions in 2007

6. Insurance 8 Spedialist Services

compnses specialist services and outsourced solutions for the
tnsurance market, occupational health services and outsourced
customer service centres

7.1CT & Advisory Services

contains our {CT business which supports the Group’s operations
and external cltents as well as our advisory business

2007 2006 2007 2006

£m £m Em £m

Tumover 3245 2832 Tumover 2919 2523
Operatmg profit 360 313 Operating profit 290 251
Operating margin M%  111%  Operating margin 9 9% 99%
Capex 72 53  Capex 91 49

2007 developments

- Insurance outsourang We have recently been selected by Marsh Ltd as
preferred partrer to transform and deliver its back office adminstration services,
based m Norwich. As part of this agreement, 650 staff based in Norwach and
work based in Pune, India, will transfer to Capita

- Acquistbon: The successful integration of CMGL {acquired in Apnl) has made
us dear leader m providing support services to the London insurance market.
This rs enabling us to grow revenues strongly across our core propasitions of
BPO run-off management services and consultancy

- nsurance distribution. A senes of new business successes drove organic growth
of the policy books under management by some 40%

- DSG mtemational ple: We generated £120m of sales for DSGiover the year -
and this 15 set to grow following an agreement to handte Currys store telephone
calls nationally We retamed the Best Outsourang Partnership award at the
CCA Awards and were runner-up for Best Qutsourced Contact Centre

- ereom: Our contracts with eircom continue to develop and grow Qur successful
delivery has been reflected in further industry awards in 2007 including Team
Leader of the Year at the prestigious Contact Centre Management Association
awards,

- Ocaupational Health. This business continues to perform well, winning
contracts with a number of new corporate chents and extending s largest
single contract with HMRC for a further two years

2008 pnontties

- Mamtam high tevels of compliance across the regulated and tegal businesses
and develop solutions which help clients meet increasingly stringent regulatory
requirements

-+ Foaurs on core markets of nsurance distnbution, claims services, commeraal
insurance and BPO to drive orgarue growth through relationstups market
prasence and quality serices

-» Enhance margms through efficient use of technology, management, locations
{nduding India) and cross-selling services across the integrated insurance
business

- Continue investment i enhanced technology and shared technology platforms

- Position the busmess to build on the successful services and sales successes
of the past two years m core markets, particularly insurance broking and
distributron

2007 developments

- Service Bamnmgham. ICT ransformatron substantially completed, resulting in a
robust mfrastructure and debrvery of [T services that consistently meet target
KPls. Good progress in debivery of Business Transformation programmes with

City Counal Corporate Serwices Transformation Programme went
bve m October and s on target to deliver cashable savings of £28rm in 2067/08
Over 500 Servce employees are now co-located In a single state-
of-the-art fadlity In the annual Computing Awards we wont IT Professional of
the Year and IT Cutsourced Project

- Harrow Coundil: Just two years into our 10-year partriership, we have delivered
£37m worth of savings agamnst our target of £45m savings across the ife of the
contract. Thes has been achweved through a senes of T projects {including delivenng
SAP nanaal, Ml and CRM systems n ust 11 months) in tandem with procurement
and process efficency mitiatives. In addibon we designed and delrvered a contact .
centre and one-stop-shop, enhancang the Counal’s frontbne services

-» Caputa IT Services: This business continues to support both external clients and
internal contracts and businesses. Particular success was demonstrated m local
government by the addition of IT support for the Swindon and Southampton
partnersheps and a contract extension at South Northants DC In addition, the
business contmues to develop speafic propositions and services to meet market
demand such as service portfolio management and wirtualised hosting solutions

- Mission Assurance and Testing In a record year, Mission’s recruitment bustness
achweved its largest ever number of permanent placements and increased the
number of contractors deployed by 71% Its consultancy business won
significant new business, parbcularty in the insurance and retad financial senaces
sectors, and extended existing internal and external chent relationships Mission
seaured its first substantial multi-year managed services contract and first fult
outsourang contract involving the transfer of client staff

-» Caprta Adwvisory Sennces, After a change of management and refocusing of
seraces this business achieved an uplift in trading in the second half of the year It1s
now well placed for 2008 It secured new client engagements with Breckland DC,
Kingston-Upon-Thames BC, NHS Institute and Notungham Trent Unrversity

= Capsta Commumcations. This new business was formed through the integration
and refocusmg of our design, print and fulfilment operations to delver
outsourced marketing solutions

2008 priortties

< Continue to deliver and expand local government transformation partnerships

- Continue to support Butringham City Counal in achieving its Business
Transforrnabion abjectives, establish sales from Service Birmingham to other
pubbc sector organisations and achieve 15O 2000 accreditation for Service

Birmmgham

= Continue to widen and mtegrate our portfolio of consuttancy and support
services to meat dient demand

- Conttnue development of shared ICT platforms and mfrastructure

= Continue to develop and enhance Group-wide ICT to support the Group’s
expansion and provide scalable solutions for additional major contracts
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Board members

Paddy Doyle, Bill Gnmsey, Simon Pilling

Group Board

Enc Walters

Non-Executive Chairman, Age 63

Joined the Group Board in January 2001 and
became Non-Executrve Chairman with effect
from 1 August 2006 Charr of the Nomnation
Committee and Member of the Remuneration
Committee Joned the Group from Alchemy
Partners LLP, where he was a senior partner
He has held sentor positions with Englefield
Caprtal, Schroder Ventures, Grand Metropoltan
plc and Lex Service plc and 1s Non-Executive
Director of a number of private compames.

Paul Pindar

Chief Executive, Age 48

Responsible for managing and developing
Capita’s operations to achieve the Group's
strategic objectives Joined the Group in 1987
from 31, after adwising Capita on its managernent
buy-out. A chartered accountant since 1984,
Paul s atso Charr of the Great Orrmond Street
Hospital's Corporate Partnerships Board and
Non-Executive Director of Debenhams Ple
Paul has overall responsibility for the Group's
community approach

Gerdon Hurst

Group Finance Director, Age 46

Joined the Group in 1988 from Sun
MicroSystems Ltd First appointed to the Board
as Commeraal Director in February 1995 and
then as Group Finance Cirector n 1996 A
chartered accountant since 1986, he is also
Company Secretary He has Board responsibility
for Capita’s overall corporate social responsibility
policy and our environment, health and safety
approach and supplier relationships

Magg Bell, Peter Kelly

Paddy Doyle

Jomt Chief Operating Officer, Age 57

Jomed Caprta in 1992 and was appointed to the
Board m 1994 Jointly responsible for the ongomng
operational management of the Group’s business
units. His background is in [T and outsourang,
previously with Cap Germini UK {formerty
Hoskyns) and AIG Overall respensibiity for our
ernployee and human resources policies

Simon Pilling

Jont Cheef Operatmg Officer, Age 45

Jomed the Group Board on 1 August 2006 He
has jomt responsibulity for the operational
management of the Group's operations. Moved
to Caprta in 1999 from Sema {now Atos Ongin}
In February 2002, he was promoted to the
Drasional Executive Board heading the
Professional Services Dnasion Stnce January
2005 he has led the Integrated Services Diviston
He has Board responsibulity for client service
quality

Peter Cawdron

Senior Non-Exacutive Director, Age 64

Joined the Group Board in September 1997
Charr of the Audit Committee and member of
the Remuneratien and Normimation Committees
Former Group Strategy Development Director
of Grand Metropolitan plc and Chsef Financial
Officer of D'Arcy MacManus & Masius
Worldwide Inc. A chartered accountant, he

1s Chatrman of Punch Taverns plc. Other
non-executive directorships include Johnston
Press plc, GCap Media ple, BUPA and ProStrakan
Group ple. He retires from the Board on

30 September 2008

Gordon Hurst, Dawnd Rigby

Martina King

Non-Executwe Director, Age 46

Joined the Group Board on 1 January 2005 Chair
of the Remuneration Commuttee and member of
the Audit and Nomination Commuttees Former
Yahoo! Managing Director for Europe, and the
first Managing Director of Yahoo! UK and Ireland,
appomted in 1999 A Non-Executive Director

of Johnston Press ple and IMD PLC Martina s
also Treasurer of the Marketing Group of Great
Bntamn, Chair of the Radwo Advertising Bureau,
aTrustee of the Ahoy Centre and a Govemnor

at Woodbndge School.

Bill Gnmsey

Non-Executive Director, Age 56

Jotned the Group Board on 9 October 2006
Member of the Audit, Rermuneration and
Normunation Commuttees Bil has held a number
of senior positions across the retail sector over
the past 20 years, including Chief Executive of
The Big Food Group and Wickes Pic. Bill 1s
currently Chief Executmve of Focus DIY Limited
He does not hold any other Non-Executive
positions
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Kevin Dady, Robert Coyle

Paul Pindar, Martina King

Divisional Executive Board

Dawid Rigby

Age 47

David joined Capita in 1994, inibialty as a Birector
in the Property Consultancy business and has
headed up a number of different businesses in
the Croup At the end of 1999, he was appointed
Managing Director of the Property Consultancy
Diwision, until being promoted to the Divisional
Executive Board in July 2002 Dawd has had
responsibility for the Group's Life & Pensions
business since Capita's entry mto the market in
August 2002

Peter Kelly

Age 59

Moved to Capita in February 1994 from Cap
Gemini UK {formerly Hoskyns) joined as
Managing Director of our local govemment
software business until his appointment as head
of our Software Services Dwvision In 2000 he was
promoted to the Divisional Executrve Board and
has had responsibility for a number of dmisions
He currently heads up the ICT & Adwisory
Services Division and 1s responsible for the
Group's internal IT

Magg Bell

Age 52

Moved to Caprta in January 1999 from
Manpower where she was UK Operations
Director She ran Capita’s recruitment businesses
until she was promoted to the Dvisional
Executive Board to iead the Business Services
Drasion in june 2001 In 2002, she moved to
head the Corporate Services Division, with
overall responsibility for business development
actmity across the Group Since January 2005,
she has been head of the Group Sales &
Marketing Division

Kevin Dady

Age 43

Appomnted to the Divisional Executive Board

on 1 August 2006 with responsibility for the
Professional Services Division, which includes

all Capita's software and local government
bustnesses as well as our strategic children’s
services offenng Kevin jomed Capita in 1996,
after working in local government for 12 years

In 2000, he was appointed Managing Director of
the Group’s local government software business

Peter Cawdron, Enc Walters

Robert Coyle
Age 42

Appointed to the Dmisional Executive Board
on 1 August 2006 with responsibility for the
Financial Serices Dvision He joined Capita
n August 2000 from PwC where he was a
directer in their insotvency practice Inihially
he was Finance Drrector and then head of
our financal services businesses He isa
chartered accountant,
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Corporate governance

The Group continues to be cornmuitted to the pnnaiples of corporate
govemance contained in the Combined Code (the Code) for which the
Board 1s accountable.

The Group has complied throughout the year with the provisions of Section 1
of the Combined Code except in respect of the independence of the Board

Independence of the Board {A.3 2) - Following the appointment of Enc
Walters (2 Non-Executive Director of The Capita Group Ple since January
2001} as Non-Execautrve Chairman on 1August 2006, the Board, excluding
the Chairman, consists of four Executrve and three Non-Executive Directors
and as such does not fully comply with the Code regarding the balance of
the Board However, the Board believes that the current composttion is in
ne wath the pnnaples of the Code as it 1s led by a Non-Executrve Chairman
and its composition remains surtable for the nature and size of the Group
We beliave that the collectrve skills, experence and approach to running

the business are appropnate for drving the Group forward and acheving the
Group's goals. We constantly review the composition of the Board to ensure
that it continues to meet the needs of the Group

The Board’s Non-Executive Directors, Peter Cawdron, Enc Walters,
Martina King and Bill Gnmsey are regarded as independent and free
from any business or other relatonship that could matenally interfere
with thesr judgement.

The Code states that after nine years on the Board, non-executive directors
cease to be independent. Although he has served for over 10 years, the Board
15 satisfied that Peter Cawdron remams independent with strong financial
skills and a good knowledge of the business and rts sectors and continues to
enhance the overall balance of the Board Peter Cawdron will retire as

Senior Non-Executive Director on 30 September 2008

Board responsibilities and effectiveness

The Board 1s collectively responsible to shareholders for setting the direction
of the business and monitonng the Group’s ongoing affairs Itis also
responsible for ensunng an effective internal control environment that
identifies and manages appropnately the nsks associated with the business
as set out on pages 16, 20-21and 54

The Board demonstrates its commutment to the strategic direction and
control of the Group by scheduling a sanes of meetings in the year It can
meet as necessary outsade of this schedule to consider any urgent matters
that may anse 1t sets the strategic objectives of the Group, ensuring
sufficent finanaal and human resources are m place to meet those aims
The Board sets the Group's values and standards and ensures that its
obligations to cients, employees, suppliers, the community and other key
stakeholders are understood and met. The Board has a formal schedule
of matters that can only be deaded by the Board including the Group's
business strategy, annual budget, annual and half-yearly financial results,
drvidends and major corporate actvities. The Board also considers regular
reports from the Chuef Executive, Group Finance Director and Joint Chief
Operating Officers. The Board 1s provided with complete, ttmely and
relevant mformaton to ensure that informed judgements are made in
pursuit of the Group’s objectives.

The Board also reviews the performance of management in meeting
business objectives, plans the succession of key executives, and determmes
appropnate remuneration levels through the Remuneration Committee,

a commuttee of the Board. The operational management of the Group 1s
delegated to the Drvisional Executrve Board, which s compnsed of the
Group Exeautive Directors and five Dmsional Executive Directors and meets
on a monthly basis.

The Non-Executrve Directors have a particular responsibility to challenge
constructively and independently the business development plans that are
proposed by executive management and monitor the performance of the
management teamns in the delivery of agreed business objectives and targets
The Non-Executive Chairman encourages and engages in an open dialogue
with Non-Executive Directors in particular, who are at Liberty to meet with
hum as a group or individuzlly as they feel fit, without the presence of
Executrve Directors Directors and officer’s Lability insurance 1s maintained
The Non-Exeautive Directors meet once a year without the Executive
Directors present.

Board c

The Directors acknowledge the need to segregate the responsibility for
operating the Board from the managernent of the underlying business

Consequently, the rotes of Non-Executive Chairman (Enc Walters) and
Chief Executrve (Paul Pindar) are separated

The Board consists of the Non-Executive Chatrman, Ernc Walters, three
further independent Non-Executrve Directors, Peter Cawdron {Senior
Non-Executive Director), Martina King and Bill Grimsey; and four Executive
Directors, Paul Pindar, Chief Executive, Gordon Hurst, Group Finance
Director and Company Seaetary and Paddy Doyle and Simon Pilling,

Jont Chief Operating Officers.

Peter Cawdron will retire as Non-Executrve Director on 30 September 2008
and as part of the Board's orderly succassion planring, Martin Bolland was
appointed as Non-Executrve Director on 1 March 2008 Martin Bolland was
apponted foliowing a forrnal and ngorous recruitment process When
considerng Mr Bolland's appointment, the Nomination Committee met,
with Enc Walters chamng the proceedings, and Peter Cawdron took no part
in the process. One-on-one meetings were also undertaken with the Group
Finance Director and Cheef Executive.

The Serior Non-Executive Director 1s available, as necessary, to lead meetings
of the Non-Exeautrve Directors without the Executive Directors and/or the
Chaiman being present and meets with shareholders to understand any
concerns. Biographies of the Directors can be found on page 50

Director induction and professional development

On joining the Board, all Directors recesve an appropnate induction
programme invobang appropnate docurmentation, meetings and visits to
Capita businesses with other Duectors, attendance at Dwisional Board
meetings and discussions with adwisers and semor management from across
the Group

All Board members have access to independent advice on any matters
relating to therr responsibeities as Directors and as members of the vanious
commuttees of the Board, at the Group's expense The Company Secretary,
Gordon Hurst, who ts also Group Finance Director, 1s available to all
Directors and he 1s responsible for ensunng that all Group Board procedures
are complied with.

The deasion to combine the roles of Group Finance Director and Cormpany
Secretary was taken when Capita was a smaller entity and as the Group has
evolved this approach has been regulasly reviewed and has proven to work
well. Capita owns a company secretanal business that provides services to
numerous private and quoted compantes and a team from this business
directly supports Gordon Hurst in his role as Company Secretary

Duning the year, the Directors recerved appropnate ongoing brefings and
nformation, including updates on governance and regulatory ssues, to
enable them to perform their roles. They also attended extemnal courses

where appropnate.

Board performance evaluation

A full Board performance evaluation was conducted in 2006 and during the
year to 31 December 2007, the Board contmued to review outcomes of that
evaluation, which were positive A full Board appraisal will be conducted in
the year to 31 December 2008

The perfermance of indmdual Executive Directors ts appraised annually by
the Chref Executive, to whom they report. The performance of the Chaiman
1s reviewed by the Non-Executive Directors, led by Peter Cawdron, taking
into account the views of the Executive Directors

The performance review of the Chref Executive is conducted by the
Non-Executive Chairman, taking into account the views of other Directors
Non-Executive Durectors’ performance is reviewed by the Non-Executive
Chairman, taking nto account the views of other Directors

Appointment, re-appomtment and removal of Directors
Directors are appointed and may be removed in accordance with the Articles
of Association of the Company and the provisions of the Comparues Acts

All Directors are subject to election at the first Annual General Meeting
after thewr appontment and to re-efection at intervals of no more than
three years in accordance with the Combined Code and the Company's
Articles of Association
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No person other than a Director retiring at the meeting shall be appomted
or re-appomted a Director of the Company at any general meeting unless
he/she is recommended by the Directors

No person other than a Director retinng at a general meeting as set out
above shall be appointed or re-appointed unless between seven and

35 days’ notce, executed by a member qualified to vote on the appointment
or re-appointment, has been given to the Company of the intention to
propose that person for appointment or re-appointment, together with
notice executed by that person of his/her willingness to be appointed

or re-appointed

The Non-Exectitive Chairman and, where appropriate, the Non-Executive
Directors have, following the evaluation process described above, considered
the performance of Paddy Doyle and Martina King, who are subject to
re-election at the 2008 Annual General Meeting and 1s satisfied that they
continue to be effective and demonstrate a clear commutment to the role

Nommation Cormmittee

The Norminatron Committee compnsed Enc Walters (Chairman),

Peter Cawdron, Martina King and Bill Gnmsey throughout the year

The Commuttee reports to the Board and its duty 1s to seek surtably skilled
and expenenced candidates to be Non-Executrve Directors and ensures
plans are in place for arderly succession for appointments to the Board

When considenng the constitution of the Board, the Normination
Commuttee cames out a ngorous review, taking into account the need for

refreshung of the Board Core competencies and attnbutes
required to fill the roles are set out and independent external search
consultants engaged, where appropnate, to identify potential candidates.
The Chairman of the Company will not take part n any discussions regarding
the consrderation of the appointment of a new Chairman

Audit Committee

The Audit Committee compnsed the Non-Executrve Directors throughout
the year arxd was chaired by Peter Cawdron, who has significant and recent
retevant financal expenence Audit Committee meetings are attended, by
nvitation, by the Non-Executive Chairman, Chief Executive, Group Finance
Director, Group Compliance Director, Group Risk and Business Assurance
Director and by representatives of the external auditors

At therr meetings, the Commrttee reviewed a wide range of financial
reporting and related matters including the half year and annual accounts
pnor to therr submission to the Board The Committee focused in particular
on antical accounting policies and practices adopted by the Group and

any significant areas of judgement that matenally impact reported results.
It also monitored the internal controts that are operated by management
to ensure the integrity of infermation reported to shareholders

The Committee provides a forum for reporting by the Group's external
auditors, and it advised the Board on the appointment, independence and
objectraty of the external auditors and on their remuneration both for
statutory audit and non-audit work. It also discussed the nature, scope

and ting of the statutory audit with the external auditors The Audit
Committee annually performs an independent assessment of the surtability
and performance of the external auditors in making its recommendation to
the Board for their re-appointment

The Commttee has responsibility for reviewing the annual intemat
audit programme and for ensuring that the business sk management
and intemal audit functions are adequately sponsored and resourced

It also morutored the resourang levels and perfermance of the Group's
compliance function

At the meeting to review the 2007 Annual Report and Accounts, the
Cormnmuttee constdered the level of non-audit services being provided by the
Group’s extemal auditors m order to satisfy ttself that the objectmty and
independence of the extemal auditors was safeguarded There 15 a policy In
place to monrtor and approve the use of the audstors for non-audit services.
Details of audit and non-audit fees are given in note 6 on page 77 The lead
audit partner 1s rotated on a five yearly basis

Remuneration Committee
Details of the Remuneration Cormmuittee and its activities are given in the
Directors’ remuneration report on pages 57-62

The terms of reference of the Norrunation, Remuneration and Audit
Committees were updated dunng the year to reflect changes in best
practice The terrns of reference are displayed in the investor centre at
www capita.co uk/investors

Board and commuttee members, frequency of meetings and attendance
Dunng 2007 the Board met nine times, excluding ad hoc meetings sclely
to deal with procedural matters. The Nomination Committee and the
Rermnuneration Committee each met two and three times dunng the year,
respectrvely The Audit Commuttee met four times dunng the year
Attendance is recorded in the table below

Nomination Remuneration Audit

Board  Committee  Committee  Commuttee

meebngs meetings meetings meetings

Scheduled meetings 9 2 3 4
Enc Walters 8 2 3 -
Paul Pindar 8 - - -
Gordon Hurst 9 - - -
Paddy Doyle 7 - - -
Simon Piting 8 - - -
Peter Cawdron 9 2 3 4
Martina King 9 2 3 4
Bl Gnmsey 9 2 3 4

Any Directors’ non-attendance at Board Meetings or meetings of the Audit,
Remuneration or Normination Committees was due to iliness or an absence
previousty agreed with the Chairman of the Board, the Chief Executive or the
Chamman of the relevant committee

Dualogue with mstitutional shareholders

The Board encourages and seeks to build up a mutual understanding of
objectives between the Group and its institutional shareholders As part of
ths process, the Non-Executive Chairman, Cluef Executive, Group Finance
Director and jJoint Chief Operating Officers make regular presentations and
meet with institutional shareholders to discuss any issues of concem, to
obtain feedback and to consider Corporate Governance issues All the
Non-Executrve Directors are available to meet with shareholders to
understand their views more fully The Non-Executive Chairman and the
Seror Non-Executive Director are personally avaitable to the significant
shareholders in the Group

The Corporate Communucations team has effective day-to-day
responsibility for managing shareholder communications and always acts in
dose consultahon with the Board A Disclosure Commuittee consisting of the
Corporate Communications Director, Chief Executive and Group Finance
Director ensure all appropnate commurications are made to the London
Stock Exchange and shareholders Shareholders can also access up-to-date
nformation the investor centre section of the Group's website

A telephone helpline, 0871 664 0300, prowides a contact point directly to
the Group's registrars.

All members of the Board, including Non-Executive Diractors, receive a
report on any significant discussions with shareholders and the feedback
that follows the annual and half-yearly presentations to investment analysts
and shareholders s also orculated All brokers' reports and analysts’ briefings
are arculated to Directors

The Board encourages shareholders to attend its Annua! General Meeting
Directors, nduding the chairmen of the vanous committees, are present
to answer any questions The Group uses the Annual General Meeting to
commuricate with private investors and encourages thew partiapation

Soaal and emvironmental responsibility
Details of how the Group manages its socal and environmental
resporsibilittes can be found on pages 30-33
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Internal control

The Group Board 15 responsible for the Group's system of intemal control
and for regularly reviewing its effectiveness Procedures have been designed
for, inter ahia, the safeguarding of assets against unauthonsed use or
disposition, mamtaming proper accounting records and the rebability of
finanaal inforrmation used wathin the business or for publication. Such a
system is designed to manage rather than eliminate the risk of faiture to
achieve business objectrves and can only provide reasonable and not
absolute assurance aganst matenal errors, losses or fraud There 1s an
ongoing process of iIdentifying, evaluating and managing the sigruficant nsks
faced by the Group, which has been in place throughout the year under
review and up to the date of approval of the Annual Report and Accounts.
This process 1s regularly reviewed by the Board The Group's key internal
control procedures mclude the following

« The Drvistonal Executive Board has responsibility to set, communicate and
monitor the application of policies, procedures and standards in areas
including operations, finance, tegal, commeraial and regulatory compliance,
human resources and health and safety, information secunty and property
management and corporate social responsibility and the ermvironment

« Authority to operate the indvidual businesses comprising the Drsions
that make up the Group 1s delegated to their respective Managing
Drrectors, within lirmats set by the Divisional Executive Board under powers
delegated by the Board The appointment of executives to the most seruor
positions within the Group, other than Board appointments, requires the
approval of the Drasional Executive Board It establishes key operational,
functional and finanaal reporting standards for applicabion across the
whole Group These are supplemented by operating standards set by local
management teams, as required for the type of busmess and geographscal
location of each subsidiary and business urut

+ Comprehensive annual financial plans are prepared at the mdmwdual
business unit level and summansed at the Dvisionat and Group level
Financial plans are reviewed and approved by both the Disional Executive
Board and the Board Capital expenditure 15 subject to ngorous budgetary
control beyond speafied levels and detalled wntten proposals have
to be subrmitted to the Board Expenditure on acquisiions is the subject
of appropnate consideratton, review and approval by the Board

- Results are monitored routinely by means of comprehensive management
accounts and actual progress against plan i1s challenged directly by
executrve members of the Board on a Group-wade basis at the business
urut level each month

= A framework 15 in place to identify, assess and mitigate the major business
nsks, ncuding credit, bquidity, operations, reputation, information secunty,
regulatory and fraud The framework also mcludes speafic provision for
nsk-based due diligence m respect of business acquisbons and new
customer contracts Exposure to business nsks 1s monitored as an integral
part of the monthly challenge to business results discussed above and by
the Audit Committee

» The Group nsk framework is supplemented in certan of the Group's
businesses, including all financial services related business streams, by a
nurmber of formally constituted local boards, which in tum are underpinned
by dedicated nsk committees These committees provide an appropnate
means to routinety morutor the nisk profile of these businesses, induding
regulatory risks, and for proposed mitigating actions to be challenged
and tracked

« The Group nsk management framework 1s monitored and developed as
required by the Group nsk and business assurance function, in conjunction
wrth the Croup compliance function, to ensure that it remains appropnate
to business requirements and consistent with best practice

= The Group nsk and business assurance function reports to the Group
fFinance Director and independenitty to the Audit Committee In addition
to independently faclitating the Group’s nsk management framework,
it delivers a nsk-based intermal audit programme, to provide assurance on
the effectiveness of the intemal control structures operating across the
business The annual audit programme 1s focused on areas of greatest nsk
to the Group, as determuned by the Group nsk framework, and the
independent view of those nsks is taken by the Group nisk and business
assurance function

+ In addition, regulatory nsks and compliance matters are overseen by the
Group compliance function reporting through the Group Finance Director
and independently to the Audit Committee The Group compliance team,
mn conjunction with dedicated compliance teams within the relevant
businesses, independentty monitor regulatory complance by way of
nsk-based work programmes and support operations in identifying and
mitigating regulatory nsks as an integral part of the Group nsk framework

» Both the Group comphance function and the Group nisk and business
assurance function routinely appraise the Group’s senior management and
the Audit Committee of thetr work programmes and findings

The Board keeps under review the effectiveness of this system of internal
control The key mecharmsms used by the Board to achieve this indude
regular reports from the Dmsional Executive Board, periodic updates from
the Audit Commuttee based on its review of nsk management, business
assurance and compliance reports by the relevant Group functions,
discussions with and reports from the external auditors and other adwvisers
and penodic reports from relevant regulators

Basad on the above, the Board has concluded that 1t is satisfied with the
process of monitonng the effectiveness of intemal controls and complance
with the Internal Control Guidance for Directors on the Combined Code ssued
by the Institute of Chartered Accountants in England and Wales and in the
revised Tumbull Guidance {2005) The Board and the Audit Committee have
reviewed the effectiveness of the internal control syster, including financial,
operational and complance controls and nsk management in accordance with
the Code for the penod from 1 January 2007 to the date of approval of this
Annual Report and Accounts No significant faiings or weaknesses were
dentsfied during this review; however had there been, the Board confirms
that necessary actions would have been taken to remedy them

Additonal Information

Group actrvities

The Caprta Group Plc and its subsidianies {the Group) 15 a leading UK provider
of professional support services and business process outsourcing solutions
to organisations across the public and private sectors. The Group's nine
chosen markets are central govemnment, local government, education,
health, transport, life and pensions, msurance, financial services and other

corporate organisations.

On behaif of its cients, the Group aims to improve senace quality, reduce
costs of delivery and enable them to transform the way that they delver
services to therr customers The services that the Group provides are
essential to the smocth running and success of its clients’ operations.

The Group designs, successfully implements and manages tailored service
solutions, ranging across administration, nformation technology, finanaal,
human resources, property and customer service functions The Group
mamtains leading positions in rts markets due to its ability to draw on s
wide base of professional services, detatled market knowledge and extensive
business process transformation and change management skills. The Group’s
panapal activities are managed through seven operating dwisions
compnsing HR Solutions & Property Consultancy, Insurance & Specialist
Sernces, Financial Services, ICT & Advisory Services, Life & Pensions,
Professional Services and Integrated Services, plus the Group Sales and
Marketing Dvision Group support services report direct to Group Executive
Directors A review of the developrent of the Group and its business
activibies dunng the year is contamed in the Business review on pages 02-48

Profits and dividends

The Group profit before taxation and after amortisation amounted to
£2287m (2006 £193 2m} The Directors recornmend a final dividend of

8 Op per share {2006 6.3p per share) to be paid on 9 May 2008 to ordinary
shareholders on the Register on 28 March 2008 This gives a total dividend
for the year of 12 Op per share (2006 9 Op per share) Additionally, a speaal
dvidend of 25 Op per share was paid In October 2007

Drectors

The Directors of the Company currently i office are bisted on page 50
Paddy Doyle and Martina King will retire by rotation at the forthcoming
Annual General Meeting and, being eligible, offer themselves for re-election
Non-Executive Chairman £nc Walters' other significant cornmitments are a
partnership in Englefield Capital, a private equity firm, and non-executive
directorships of 2 number of private companies None of the Directors of the
Company had a matertal interest mn any contract with the Company or its
subsidiary undertakings other than their contracts of employment and no
Director has a service contract exceeding one year
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Voting nghts and share capital

On 28 February 2008 the Company had recerved notifications that the
following were interested in 3% or more of the voting nghts attached to the
Company's ordinary share capital

Percentage Nature

of total thares of holding

Baille Gifford & Co 494 Indirect
FMR LLC 478 Indirect
Fidelity International Limited 393 Indwect
Uloyds TSB Group Ple 393 Indirect
358 Direct

Legal & General Group Ple

At the date of this report, 669 3m ordinary shares of 2¥sp each have been
1ssued and are fully paid up and are quoted on the London Stock Exchange
Durnng the year ended 31 December 2007, options were exerased pursuant
to the Company's share option schemes, resulting in the allotment of

18 tm new ordinary shares A further O 3rm new ordinary shares have been
allotted under these schemes since the end of the financial year to the date
of this report

The Company renewed its authonty to repurchase up to 10% of its own
1ssued share capital at the Annual General Meeting m May 2007 and again
at the Extraordinary General Meeting in September 2007 Dunng the year
the Company acquired 6 6m {2006 52 9m) ordinary shares, representmg
1% of the issued share capital (see note 26 on page 93) Dunng the year

6 55m shares, representing 1% of the issued share capital, were cancelled
and the rernaining 41,163 share are held in treasury

The Company’s share capital was consolidated on 17 September 2007,

with every 31 exsting ordinary shares replaced with 30 new ordinary shares.
The consolidation resulted in a reductron in the number of shares in ssue by
19 96m shares

Rights and restnctions attaching to shares

Under the Company’s Articles of Association, holders of ordmary shares are
entitled to participate in the payment of dvidends pro rata to therr holding
The Board may propose and pay intenm didend and recommend a final
dmdend, m respect of any accounting penod out of the profits available for
distnbution under English law A final dvadend may be dedared by the
shareholders m the general meeting by ordinary resclution, but ne dndend
may be declared in excess of the amount recommended by the Board

At any general meeting a resolution put to vote of the meeting shall be
deaided on a show of hands unless (before or on the dedlaration of the
results of the show of the hands or on the withdrawal of any other demand
for a poll} a poll s property demanded On a show of hands every member
who 15 present in person or by proxy at a general meeting of the Company
shall have ane vote On a poll every member who 1 present in person or by
proxy shall have cne vote for every share of which they are the holder

No person holds secunties in the Company canmying speaal nghts with
regard to control of the Company The Company 1s not aware of any
agreements between holders of secunties that may result in restnctions on
the transfer of secunties or on voting nghts.

Restnctions on transfer of shares

The Company's Articles of Asseaation allow Directors to, in thetr absolute
discretion refuse to register the transfer of a share in certificated form which
i1s not fully paid They may also refuse to register a transfer of a share in
certsficated form unless the instrumented form of transfer is lodged, duly
stamped, at the registered office of the Company or at such other place

as the Directors may appoint and (except in the case of a transfer by a
recognised person where a certificate has not been issued in respect of the
share) 1s accompanied by the certificate for the share to which tt relates and
such other evidence as the Directors may reasonably require to show the
rnight of the transferor to make the transfer

The Directors may refuse to register a transfer of a share in uncertificated
form in any case where the Company is entitled to refuse (or is excepted
from the requirement) under the Uncertificated Secunties Regulations to
register the transfer; and they may refuse to register any such transfer in
favour of more than four transferees

Going concern

The Board of Directors has a reasonable expectation that the Group and the
Company have adequate resources to continue in operational existence for
the foreseeable future For this reason they continue to adopt the going
concern basis m preparing the accounts

Dusabled persons

It ts the Group's policy to give full consideration to suitable applications for
employment of disabled persons Disabled employees are eligible to
partiapate in all career development opportunities available to staff
Opportunities also exist for employees of the Group who become disabled
to continue m thewr employment or to be retramed for other positions

n the Group

Employee involvement
The Group 1s committed to nvolving all employees in the performance

and development of the Group Its approach to employee development
offers continual challenges in the job, leaming opportunities and persenal
development The Group supports employees through a comprehensive
range of key busmess and management skills courses and an annual
management development programme

The Group encourages all its employees to partiapate fully in the business
through open dialogue Employees receive news of the Group through
Recap, the Group's newsletter, frequent email notices, nternzl notice
board statements, and Capita Online, a regular communcation reviewing
the performance of the Group from the perspectrve of the Directors.
These commurucation imtiatives enable employees to share nformation
within and between business urits and employees are encouraged to
contnbute news, views and feedback The Group maintains a strong
communications network and employees are encouraged, through its
open door policy, to discuss with managerment matters of interest to the
ernployee and subjects affecting day-to-day operabons of the Group

The Group grants share options to seruor employees, on a discretionary
basss, in order to reward therr long term commitment to the Group The
granting of all share options is subject to the approval of the Remuneration
Committee The share option schemes have been a key factor in attracting,
retaining and motrvating semor employees across the Group

The Capita Sharesave Scheme, an employee Save As You Eam Scheme,

and the Capita Share Ownership Plan, a share incentive plan, are both firmly
established and are designed to promote employee share ownesship and to
gve employees the opportunity to partiapate in the future success of the
Group 20% of the Group's eligible employees have share options or own
Capita shares.

In keeping with its belief that employees are the Group's most valuable
asset, the Group operates an annual employee awards scheme, celebrating
the core values that embody the organisation and rewarding employees
for sernice excellence, effective teamwork, service to the commurity

and innovation

Further information on our employee initiatives can be found on pages 27-29

FIUBLIAAOY

Payment of suppliers

The Company amms to pay suppliers in accordance wath the suppliers’
contract terms. The Company had an average of 42 days’ purchases
{2006 43 days' purchases) outstanding in trade creditors

Charitable and political donations I
Dunng the year chantable donations amounted to £0 5m (2006 £0 5m}

Mo pobtical contributions were made Further details of the Group’s

chantable donations and work within the commurty can be found on |

page 32

Finanaial mstruments

The Group's finanaal instruments pnmarnly compnse bonds, unsecured loan

notes, bank loans, finance leases and overdrafts. The principal purpose of

these is to raise funds for the Group's operations In addition vanous other

financial instruments such as trade creditors and trade debtors anse directly !
from its operations From time to time, the Group also enters into denvative

transactions, pnmanly interest rate swaps, currency swaps and forward

exchange contracts, the purpose of which 1s to manage interest nsk and

currency nsk.

The main financial nsks, to which the Croup has exposure, are interest rate
nisk, bquidity nisk, credit nsk and foreign currency nsk

The Group borrows in selected currencies at fixed and floating rates of
nterest and makes use of Interest rate swaps to generate the desired
interest profile and to manage its exposure to interest rate fluctuations
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In respect of Liquidity nisk, the Group aims to mamntain a balance between
continuity of funding and flexibility through the use of bonds, bank loans,
unsecured loan notes, finance leases and overdrafts.

inrespect of credit nsk, the Group trades only with recognised, creditworthy
third parties It 1s the Group’s policy that all customers who wish to trade on
credit terms are subject to credit venfication procedures In addition,
recevable balances are monitored on an ongoing basis with the result that
the Group's exposure to bad debts 1s not significant. With respect to credit
nsk ansing from the other financial assets of the Group, which compnise cash
and cash equivalents, available-for-sale financial investments and certain
derivative instruments, the Group's exposure to credit nsk anses from
default of the counterparty The Group has a maxamum exposure equal to
the carrying amount of the above recervables and instruments

The Group has exposure to foreign currency nsk where it has investments
n overseas operations which are affected by foreign exchange movements
The Group s not generally exposed to significant foreign currency nsk
except in respect of its overseas operations n India which generate exposure
to movements in the INR/GBP exchange rates The Group seeks to mitigate
the effect of this exposure by executing forward currency contracts to fix
the GBP cost of highly probable forecast transactions denominated in INR
These forward currency contracts are designated as cash flow hedges

and it is the Group's policy to negotiate the terms of the hedge dervatves
to match the terms of the hedged items in order to maximise hedge
effectrveness

Qualifying third party indemnuty provisions for the benefit of Directors
Under the Companies {Audit, Investigabons and Community Enterpnse}

Act 2004 {which amends the Companies Act 1985), companies are under an
obligation to disclose any indemnities which are in force in favour of their
directors The current Articles of Association of the Cempany contain an
indemnity in favour of the Directors of the Cornparty which indernnifies
them n respect of certan babilities and costs that they might incur in the
execution of thewr dutres as Directors. Coptes of the relevant extract from the
Articles of Assoaiation are available for mspecbon at the registered office of
the Company dunng normal busmess hours on any weekday and will be
available at the venue of the Annual General Meeting from 15 minutes
before the meeting until it ends.

Auditors
A resclution to re-appoint Emst & Young LLP as the external auditors will be
put to the forthcoming Annual General Meetmg

The Company 15 commutted to ensunng appropnate independence inits
relationship with external audrtors and the key safeguards are

+ The Group Risk and Business Assurance Drector rmornitors the
independence of the auditor as part of the Group’s assessment of auditor
effectiveness and reports to the Audit Committee

« The Audit Committee routinety benchmarks the level of the extemal
Audit fee against other comparable companies both within and without
its sector, to ensure engoing objectraty m the audit process

- The Group Finance Director monstors the level and nature of non-audrt
fees acaruing to the external auditor, and speafic assignments are
discussed in advance with the external auditor and flagged for the approval
of the Audit Committee as appropnate and m accordance with the
Company's policy on the provision of non-audit services by auditors
The Audit Comrruttee reviews, in aggregate, nor-audit fees of this nature
on an annual basis and considess implications for the objectrvity and
independence of the relationship wath the external auditor

Ensunng conflicts of mterest are avosded s a fundamental antenonin the
selection of any third party auditor for assignments with which the Group 1s
mvolved Such conflicts may anse across public or private sector customers
and key suppler relationships, for example, and are a key determunant in the
award process for extemal audit assignments.

Powers of Directors

The business of the Company shall be managed by the Directors who are
subject to the provisions of the Companies Act, the Memorandum and the
Articles of Association of the Company and to any directions given by speaal
resolution, including the Company's power to repurchase its own shares

The Company's Articles of Association may only be amended by a special
resolution of the Company’s shareholders.

Change of control

All of the Company’s share schemes contain prowistons relating to a change
of control. Qutstanding options and awards would normally vest and
become exercisable on a change of control, subject to the satisfaction of
any performance conditions at that time

The Group has a number of borrowing facilities provided by vanous banks
and other financial instritutions The bonds issued by the Group contain a
change of controt provision which requires prepayment of the full facility
amount in the event that a change of control occurs and the Group’s credit
rating falls below investment grade The Group currently has £4611m of
bonds in1ssue

There are no other significant contracts in place that would take effect, alter
or terrmmate on the change of control of the Company

Statement of Directors' responsibilibes m respect of the accounts

and audstors

Company law requires the Directors to prepare accounts for each financial
year that give a true and fair iew of the state of affamrs of the Cormpany
and of the Group and of the profit or loss of the Group for that penod

In prepanng those accounts, the Diwrectors are required to

» Select surtable accounting policies and then apply them consistently
* Make judgements and estimates that are reasonable and prudent

- State whether applicable accounting standards have been followed, subject
to any matenal departures disclosed and explained in the accounts

» Prepare the accounts on the going concem basis unless it 1s Inappropriate to
presurne that the Group will continue n busmess.

To the best of each Director’s knowledge and belief, there 1s ne information
relevant to the preparation of their report of which the Company’s auditors
are unaware

Each of the Directors has taken all steps that a Duector might reasonably be
ed to have taken to be aware of all relevant audit information and to
establish that the Company's auditors are aware of that information

The Directors confirm that the accounts compty with the above
requirements

The Directors are responsible for keeping proper accounting records which
disclose with reasonable accuracy at anytime the financal position of the
Group and to enable them to ensure that the accounts comply with the
Comparues Act 1985 They are also responsible for safeguarding the assets
of the Group and hence for taking reasonable steps for the prevention and
detection of fraud and other rregulanties.

To the best of each Director’s knowledge, the financial statements contained
within this Annual Report and Accounts give a true and fair view of the
assets, labilities, finanaal position and profit or loss of the Group and the
undertakings inctuded i the consolidation taken as a whole, and the
Directors’ report includes a fair review of the development and performance
of the business and the position of the issuer and the undertakings included
in the consolidation taken as a whole, together with a descnption of the
pnnaipal nsks and uncertainties that they face. Details of the pnncipal nsks
and uncertainties can be found on page 21

Annual General Meeting

The 2008 Annual General Meeting of the Company will be held at Deutsche
Bank, Winchester House, 1 Great Winchester Street, London, ECZN 2DB,
on 6 May 2008 At the AGM a number of resolistions wall be propesed

The resolutions are set out in the Notice of Meeting, whuch was sent to
shareholders with the Annual Report and Accournts and includes notes
explamning the business to be transacted In May 2007, shareholders
granted authonty for the Company to purchase up to 59 88mordinary
shares This authority was renewed at the EGM in Septermber 2007 and witl
expire at the condlusion of the 2008 Annual General Meeting A resolution
to renew this authonty will be put to shareholders at that meeting
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Directors’ remuneration report

As required by Section 234B of the Companies Act 1985, the Directors
present the Report on Directors’ Remuneration for the year ended

31 December 2007 In accordance with the requirements the report
prowvides the disclosure in two parts infonmation that is not subject to
audit and information that is subject to audit

Information that 1s not subject to audit

The Capita Group Remuneration Commuttee {the Cormmittee) 1s a
sub-commuttee of the Group Board wath terms of reference agreed with
the Group Board Hts purpose 15 to determine the terms of employment
and the remuneration of the Executive Directors The terms of reference
of the Commiittee are avaable on Capita’s website (www capita ¢o uk)
and on request.

The Committee was made up dunng the year of the following independent
Non-Executive Directors, Martina King {Chairman}, Peter Cawdron and

8ilt Gnmsey The Computtee met three times dunng the year and all
members attended each meeting

The Committee consults the Chief Exeautive regarding proposals for
remuneration of the Executive Directors and cther senior executives,
except when issues relating to his own remuneration are discussed
During the year, KPMG {UK] LLP {KPMG) acted as adwiser to the
Committee and they acted in this capaaity until November 2007 KPMG
has also provided tax advisory services to subsidianies of the Company
dunng the year under review No other person or entity has provided
matenal assistance to the Committee dunng the year In November 2007,
PrcewaterhouseCoopers LLP {PwC) replaced KPMG as the Company’s
remunerahon adwviser to provide independent advice on executive
remuneration and the structure of share schemes

The Company has compled with the provisions set out n Section B of the
Cornbined Code annexed to the Listing Rules of the Financial Services
Authonty as relating to Directors’ remuneration

Drrectors’ remuneration

a) Overall policy

The Committee’s overall policy 1s to provide a remuneration structure
with a strong performance-related element which it feels is justified by
the nature of the Group's activities, its growth and profit record and its
developing charactenstics,

The overall package 15 weighted towards share-based incentives which the
Comruttee strongly believes links the interests of the Executive Directors
with those of shareholders in respect of shareholder value The Committee
15 satisfied that the remuneration policy 1s appropnate, particularly with
regard to total executive remuneration and Group performance The
Commuttee plans to continue to pursue this approach in its future
remuneration policy Corsistent with this principle, approximately half of
an exeautive’s target total remuneration i1s performance-linked and
weighted to the long term This percentage would increase in the case of
performance above target.

The Committee has engaged its mdependent adwisers, PwC, to conduct a
strategic review of current executive remuneration policy and package
The Committee 1s currently considenng the findings of the review and will
consult with the Company’s largest shareholders prior to making any
changes to the curent remuneration package

The remuneration package for the Executive Directors consists of salary,
annual bonus, long tenm incentives, pension and other benefits

The chart below shows the balance between the value of the fixed and
vanable compensation receved by the Executive Directors for the period
from 1 January 2007 to 31 December 2007

Percentage of total remuneration

The chart below compares the value of an investment of £1001n the
Company’s shares with an nvestment of the same amount in the FTSE All
Share Index and the FTSE 350 Support Senvices Index over the five years
starting 1 January 2003 and ending 31 Decernber 2007 assurming that all
dmdend income ts reinvested. The Committee is of the opimion that this
compariscn provides a clear picture of the performance of the Group relative
to both a wide range of companies in the Urited Kingdom and also a specfic
group of comparues within the same sector

Companison of total shareholder returns
Capitavs FTSE All Share Index and FTSE 350 Support Services Index, Value
of investment of £100 on 1 January 2003

A £100 investiment in Capita shares on 1 January 2003 would be worth
£305 at 31 December 2007 compared to £205 for an investrment in the
FTSE All Share Index and £163 for an investment in the FTSE 350 Support
Services Index.

AVIBLIBADD
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b} Bastc salary and benefits

The Commuttee regularly commusstons independent reviews of the salanes
and benefits of the Executive Directors. The policy adopted by the
Commuttee requires that basic salanes and benefits be below those prowided
to comparable roles in comparable comparues to enable the provision of a
higher performance-related element of remuneration

Thus low basic salary policy altows the Directors to provide a lead in terms

of keeping fixed remuneration costs low across the Group as a whole and

15 reflective of the Group’s remuneration policy in general The continued
success of the Group has enabled it to provide the benefits of a highly geared
reward structure which delrvers a competstive total remuneration package.

¢} Annual Bonus Scheme

The value of the annual bonus is determined at the start of each financiat
year and payrment tnggered at a predeterrined Group profit before tax
target The Comrrittee takes the view that this performance condition s
relevant, challenging and designed to drive business enhancement.

The maximum annual bonus potential for Executive Directors is 140%

of salary Half of the annual bonus entitlerment will be pard in cash and
the remainder will be compulsonty deferred on a gross-basis inte Capita
shares {Deferred Shares) This reflects the Committee’s policy of providing
a significant proportion of performance-related remuneration whilst
mamtaining low basic salanes The annual bonus is not pensionable

For 2007 this resulted in a cash element payable of 70% of salary to all
Executrve Directors with the remainder of the performance related bonus
being awarded m Deferred Shares. The number of shares awarded wall

be determined wathin 42 days of 29 February 2008, the date of the
announcement of the Group's results for 2007

d) Deferred Annual Bonus Plan (DAB)

The Deferred Annual Bonus Plan was approved and adopted at the AGM on
28 Aprd 2005 The DAB 1s compnised of Deferred Shares, which form part of
the Annual Bonus Scheme, and Matching Shares

In February 2007, an aggregate of 112,271 Deferred Shares were awarded to
Executive Directors at a price of £6 545, being the market pnce on the day,
as detaled on page 61

The Deferred Annual Bonus Plan operates as follows

The value of Deferred Shares 1s determined by the entitlemnent under the
Annual Bonus Schemme half of the bonus entitlement 1s paid in cash and the
remainder 1s compulsonly deferred, on a gross basis, into Deferred Shares.
The Deferred Shares are held for a period of three years from the date of
award during which they will not be forfertable, except in the case of
disrmussal for gross misconduct

A conditional award of Matching Shares 1s made at the same time as

the award of Deferred Shares. Parttcpants are eligible to receve up to

15 Matching Shares for every Deferred Share Matching Shares vest after
the three year holding penod to the extent to which performance cntena
have been met. Dunng the year an aggregate of 168,405 Matching Shares
were awarded to Executrve Directors as detalled on page 61 and subjectte
the following performance conditions

The Commuttee has deaided that the performance condition that wall apply
to the Matchung Shares 1s earmungs per share (EPS) growth against the UK
Retail Pnce Index (RPI} The Commuttee believes that long term EPS growth
1s the most appropnate performance condition for the Company as it1sa
key indicator of shareholder value creation The EPS based performance
condrtions are as follows

Matching shares %
33% 100%

<333%=0 Proportional vesting

RPI+6 RPI+16

Increase n EPS over three years

The performance condition attached to the awards made under the
bonus scheme may be amended by the Committee from time to time,
subject to the new performance condit:on being no less demanding than
the onginal condition

The Commuttee bebeves that this plan focuses participants on delvenng
strong year-on-year annual performance, which will in turn dnive long term
shareholder value creation Executive Directors and Divisional Executive
Directors {pages 50-51) are eligible to participate in the DAB No further
awards are made to parbapants under any other long term incentrve plan

e} Long Term Indexed Share Appreaation Scherne {LTISAS)

The LTISAS was only open to the Exeastive Directors and the Dmsicnal
Bxecutive Drectors. Under the scheme, partiapants were provided with

two equal tranches of 660,000 options The criitena were the same for each
of these grants and therefore both tranches had performance periods that
ended on 31 Decenber 2006 The exerase price of the option was adjusted
n line with the movement in the FTSE All Share Index from the date of grant
to 25 Novemnber 2007 The adjusted exercise pnces were £3 48 for the 2002
award and £4 74 for the 2004 award This feature ensured that particpants
only ganed if the share price out-performed the ndex.

Options became exerasable, if over the performance penod, the Company's
EPS exceeded certain targets as follows

LTISAS %

25% 100%

<25%=0 Proportional vesting

RPH8 RPH12

In¢rease in EPS over three years

As growth m the Comparry’s EPS over the three year penod to 31 December
2006 exceeded RPI growth by 17 6%, 100% of the options vested
(represanting 1,200,000 shares per partiapant) and became exeraisable

on 25 November 2007

The last award under the LTISAS was made in Novernber 2004 and vested
n full on 31 December 2006 and no further awards will be made under

thes plan.
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f) Share option schemes

The Group has two share option schemes. the 1997 Executive Share Option
Scheme (including both HMRC approved and unapproved options) 1s a
discretionary scheme for serwor managers, in which the Executive Directors
and Divisional Executive Directors no longer participate, and the Caprta
Sharesave Scheme which is open to all Capita’s employees.

Options granted under the 1997 Executive Share Option Scherme becorme
exerasable if the growth in the Company's EPS exceeds growth in RPI by
8% over the three year penod from the date of grant.

Following shareholder approval at the 2006 AGM, the 1997 Executive
Share Option Schermne, due to expire earty in 2007, was renewed for a pentod
of 10 years,

g) Capita Share Ownership Plan (CSOP)

The CSOP 15 open to all employees of the Company under certam elgibdity
cntena, mcluding Executive Directors Under the plan, ebigible employees
may mvest up to £125 per month in the Company’s shares and the
Company matches these at a ratio of one Matching Share for every

10 Partiapant Shares.

h) Satisfaction of Options

When satisfying awards made under its share plans and long term mcentrve
plars, the Comparry will use newly issued, treasury shares or purchased
shares as appropnate

1} Non-Executrve Directors

Non-Executive Directors’ fees reflect the time, commitment and
responsibilities of the role They are reviewed annually and determined
by the Exeautive Directors.

J} Service contracts

The service contracts for Greup Board Executive Directors are for an
mdefinte penod and provide for a one year notice penod They do not
include provisions for predetermined compensation on termination that
exceed one year’s salary and benefits. There are no amangements i place
between the Company and rts Directors that provide for compensabon for
loss of office following a takeover bid

All Directors are appointed for an indefinite penod but are subject to
re-election at the Annual General Meeting every three years.

Details of the contracts are set out below

Executrve Directors Date of contract  Notioe penod
Paul Pindar 1712.2007 12 months
Paddy Doyle 17122007 12 months
Gordon Hurst 17122007 12 months
Simon Pilling 17122007 12 months

Dateof
Non-Executve Drrectors Jowmng, Board
Peter Cawdron 01091997
Erc Walters 01012000
Martina King 01012005
Bill Gnmsey 0910.2006

Drrectors’ mterests
The interests (all beneficial) of the Directors in the ordinary shares of the

company were as follows.
310ecember 31 Decemnber
2007

or date of ordate of
appantment  appenitinent

of ater ordinary If later ordmary
shares of 2'/usp shares of 2'/np

EncWatters 50,230 49,326
Paul Pindar 1,451,612 1,850,000
Paddy Doyle 26,497 26,979
Gordon Hurst 10,181 28221
Sirmon Pilling - -
Peter Cawdron 23,225 24,000
Martina King - -
Bl Gnmsey 12,209 12,616

The Durectors have no interests in the share capital of any other Group
undertaking

information subject to audit

a} Dwectors' rernuneration

The remuneration of the Directors, exctuding gains made on the exercise of
options, 1s made up as follows

2007 2006
£000s £0005
Basic salanes 1,038 1151
Compensation - 356
Benefits 76 109
Annual Bonus 1,603 1,615
Pension contnbutions te the Group's
defined contrnbution scheme 53 65
Pension contnbutions to extemnal
defined contnbutron pension schernes 130 122
Fees 220 137
Total 3,120 3,555

LRl HER ]
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Details of Group Board Directors’ remuneration are as follows.

Performance Gamon Gamon

Salary related exercise of exerase of
and fees Benefits bonus®  Tatal 2007 Total 2006 options 2007  options 2006  Pension 2007 Pension 2006
E £ £ £ £ £ E E £
Paul Pindar 355,000 28210 497000 880210 836,675 - 1,160,880 18,518 16,869
Gordon Hurst 224,000 17079 364000 8605079 563139 4151912 - 53,703 45,668
Paddy Doyle 229,03 20,479 392,000 641,582 612,548 2,782,700 - 71502 77,871
Strnon Pilling 230,000 10,022 350,000 590,022 475451 3,562,440 266,076 38,810 18,912
Enc Walters' 100,000 - - 100,000 60,333 - - - -
Peter Cawdron' 40,000 - - 40,000 34,000 - - - -
Martina King' 40,000 - - 40,000 34,000 - - - -
Bill Gnmsey' 40,000 - - 40,000 8,738 - - - -
Rod Aldridge - - - - 742939 - - - 28177

' Non-Exeastive Directors.

# The sum disclosed above represents the total value of the performance related bomus payable in respect of the year ended 31 December 2007 50% wall be paid i cash and
the remainder will be settled through the issue of Defermed Shares as explained n d} on page 58

* In addition, by way of salary sacnifice, the base salanes of Gordon Hurst, Paddy Doyle and Simon Pilling have been reduced by £36,000 (2006 £36,000), E50,897 (2006
£50,897) and £20,000 (2006 £20,000) respectrvety and paxd mto separate defined contnbution schemes

The benefits of Gordon Hurst, the highest pawd Director, Paddy Doyle and Samon Piling are in respect of pnvate health msurance and the provision of a company car allowance

The benefits of Paul Pindar are in respect of a company car and prvate heatth insurance

Paul Pindar was released by the Company to serve as a Non-Executive Duector of Debenhams Ple with effect from 9 May 2006 He racerves £50 000 per annurn m fees from

Debenharns Plc which he retains

b) Share option schemes

1997 Executive Share Option Scheme
The Directors” interests in the 1997 Executive Share Option Scheme are listed below:

hﬂ:: At 1 Jamuary Granted Exercsed 31 Decemg

E 2007 i the year i the year' 2007 Exwrersabls between®

Paul Pindar 449 200,000 - - 200,000 28 06 2004 to 2B 06 2008
436 100,000 - - 100,000 22 05.2005 to 22 08 2009

Paddy Doyle 449 200,000 - 200,000 - 28 06 2004 to 28 06.2008
436 100,000 -~ 100,000 - 22 05 2005 to 22 08 2009

Gordon Hurst 449 200,000 - 200,000 - 28 06 2004 to 28 06.2008
436 100,000 - 100,000 - 22 05.2005 to 22 08 2009

' On 13 March 2007 and 22 March 2007 respectively, Gordon Hurst and Paddy Doyle exerased options as set out above selling all resulting shares The market pnce on the day
of exerase was 652p {13 March 2007) and 652.5p (22 March 2007)

2 Detarls of the performance conditons attached to options granted under the 1997 Scheme can be found on page 59 The information on page 59 15 unaudited.
No options have been granted to Group Board Directors smce 2002

The market value of an ardinary share of the company at 31 Decernber 2007 was 698p, and the high and low values for the year were 597 5p (5 January 2007)
and 779p (8 August 2007) respectively
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Capsta Sharesave Scheme
The Directors’ inkerests in the Capita Sharesave Scherme are Listed below
Exerase At
pce AL january Granted Exerased 31 Decamber
E 2007 n the year nthe year 2007 Exercisable between
Gordon Hurst 188! 8430 - - 8,430 3110.2008 to 30 04 2009
Paddy Doyle 788 - 1.289 - 1,289 01112010t0 30 04 20M

' The exerase price quoted above was set at 80% of the market pnice at the date of grant
2The exercise pnce quoted above was set at 100% of the market pnce at the date of grant
There are no performance cntena to be satrsfied under this scheme

¢} Long Term Indexed Share Appreciation Scheme
The Directors’ interests in the LTISAS are listed below

Prce at Final At

dateof gramt  exerasepnce’ At 1january 31 December
Date of award £ £ 2007 Exarased? 2007 Exerasable between?
Paul Pindar 2511.2002 216 348 600,000 - 600,000 25112007 to 2511 2012
2511.2004 35 474 600,000 - 600,000 25112007 to 2511 2012
Paddy Doyle 2511.2002 216 348 600,000 600,000 - 2511.2007 to 2511 2012
25112004 351 474 600,000 - 600,000 25112007 to 2511 2012
Gordon Hurst 251.2002 216 348 600,000 600,000 - 25112007 to 251 2012
2511.2004 35 474 600,000 600,000 - 25112007 to 2511 2012
Sirnon Piiling 2511.2002 216 348 600,000 600,000 - 2511.2007 to 2511 2012
2512004 351 474 600,000 600,000 - 2511.2007 to 2511 2012

! The grant paice was caloudated basad on the average of the dlosing share price over the month pnior to the date of grant. The exercise poce of the options icreased in bine wath
the FTSE All Share Index, measired from the date of grant to 25 November 2007 The adjusted exerase pnces are set out above

2 Simon Pilling, Gordon Hurst and Paddy Doyle each exerased LTISAS options, as specfied above, on 5 December 2007, sellng all resutting shares for 710p each The closing
market pnce on the day of exerase was 727.5p

* Subject to performance conditons bemg met. Details of the parfonnance condibions attached to awards made under the LTISAS can be found on page 58 The mformation
on page 58 ts unaudited.

At 31 Decemnber 2007 the market pnce for a Capeta share was 698p and the FTSE All Share Index stood at 3,287 (25 Novernber 2002 - 1980 and 25 November

2004 - 2,367)

d} Long Term Investment Plan

Awards under the LTIP were struttured either as Restricted Share Awards or Indexed Performance Share Appreaation Rights {IPSARs) The last Restncted
Share Awards and awards of IPSARs vested in full in May 2001 and 2003 respectively No further awards were made under the LTIP Only one award of

IPSARs was made

IPSARs
Number of Number of
shares shares
1 Jaruarg Berosed 31 December
200 Vesting date nthe year 2007 Latest exercise date
Paul Pindar 1,200,000 05 052003 - 1,200,000 05052008

The performance requirements m respect of the IPSARs were met in full on 4 May 2003 and the IPSARs are exerasable at a price of 169p per share
e} Deferred Annual Bonus Plan (DAB)

At Awarded At

1 Jaruary Deferted Matchung 31 December

- 2007 Date of award Shares Shares 2007

Paul Pindar 123,577 2302 2007 36,082 54123 213782
Paddy Doyle 98,135 23 02 2007 28,653 42979 189,767
Gordon Hurst 88,845 23 02 2007 25,941 389Mm 153,697
Simon Pilling 69,230 23 02 2007 21,595 32392 12327

Details regarding the DAB can be found on page 58 The information on page 58 1s unaudited The value of the Deferred Shares 1s included in the
Performance Related Bonus figure i table {a) on page 60
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Directors’ remuneration report

{f} Capita Share Ownership Plan
Paddy Doyle partapated in the Capita Share Ownershup Plan dunng 2007 As a result of his participation, he was awarded 21 Matching Shares dunng the
penod to 31 Decernber 2007 The Participant Shares and Matching Shares are inctuded in the table of Directors’ nterests in shares on page 59

g} Pensions

Pension contnibutions are made into the Group’s defined contnibution scheme The Company rmakes contributions at a rate of 5% of basic salary
Gordon Hurst, Simon Piling and Paddy Doyle made additicnal contnibuttons, by way of salary sacnfice in the year, to a separate executwve defined
contnbution scheme

Changes n Directors’ interests
Between the end of the finanaal year and 28 February 2008, Paddy Doyle acquired 42 shares under the Capita Share Ownership Plan, increasing his
benefical interest in ordinary shares of the Company to 26,539

The remuneration report has been approved by the Group Board and has been signed on behalf of the Board by
Eric Walters @/(/‘4"”‘

Non-Exequtrve Charman —
28 February 2008

£
N
Martina King
Charman of the Remuneration Commuttee

28 February 2008

The Directors’ report from pages 01-62 was approved by the Group Board and has been signed on behalf of the Board by

CGordon Hurst

Comparny Secretary
28 February 2008 d
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Consolidated income statement

for the year ended 31 December 2007

2007 2006
Before Befor
amortisation  Amortisation Total  amotsabon  Amortsation Total
Notes £m £m £m £m £m £m
Contmuing operations
Revenue 3 20733 - 20733 17385 - 17385
Cost of sales 1,498.5 - 14985 1,256 5 - 12565
Gross profit 5748 - 5748 4820 - 4820
Admimnistrative expenses 3035 97 313.2 2569 69 2638
Operating profit 6 2713 ©n 2616 2251 (69) 2182
Finance revenue 8 16 - 16 10 - i0
Finance costs 9 (357) - (3s7) (26 0) - {26 0)
Investment income 4 12 - 12 - - -
Profit before tax 2384 (97) 2287 2001 (69) 1932
Income tax expense 10 (66 0) 35 (62 5) (554) 19 {535)
Profit for the year 724 (6.2) 166.2 1447 (50) 1397
Attributable to
Equity holders of the parent 1724 (62) 166 2 144 8 (50) 1398
Mmonity iInterest - - - {01) - {01
1724 (6.2) 166.2 1447 (50) 1397
Earnings per share n
—basic 2810p (1o1p 27 09p 2310p (078)p 2232p

~diluted 2763p {099)p 2664p 2256p (076)p 2180p
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Consolidated statement of recognised income and expense

for the year ended 31 December 2007

2007 2006

Notes £m Em

Actuanal gams on defined benefit pension schernes 32 254 128
Exchange differences on translation of foreign operations 11 (g}
Gain on available for sale mvestments - 03
Gains on cash flow hedges 25 56 -
Tax on rtems taken directly to equity 10 (50) no
Net mcome recognised directly m equity 271 234
Profit for the year 1662 1397
Total income and expense for the perod 1933 1631

Attnbutable tor

Equity holders of the parent 1933 1632
Minonty interest - (01)
1933 1631

SJUNQN0Y
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Consolidated balance sheet

at 31 December 2007
2007 2006
Notes £m £m
Non-current assats
Property, plant and equipment 13 1934 1710
Intangible assets 14 7457 6300
Financial assets 16 606 326
Trade and cther recervables 8 11 68
Employee benefits 32 203 -
Deferred taxation 10 14 221
1,0325 8625
Current assets
Financial assets 16 09 -
Trade and other recevables 18 456 4 3949
Cash 19 o8 97
4581 404 6
Total assets 14506 12671
Current Labilsties
Trade and other payables 20 5569 449 4
Financa! liabilities 22 577 504
Prowvisions 24 18 10
income tax payable 36.3 335
6527 5343
Non-current Labilities
Trade and other payables 20 92 08—
Financial babilities 22 480.2 3787
Provisions 24 08 07
Employee benefits 32 159 268
5061 4070
Total Labilities 11588 9413
Net assets 3318 3258
Caprtal and reserves
Issued share capital 26 126 123
Share premium 28 3749 301
Treasury shares 26 - -
Caprtal redemption reserve 28 18 17
Foreign currency translation 28 07 (04)
Net unrealised gams reserve 28 40 -
Retained eamings 28 (622) 40
Equrty shareholders’ funds 3318 3257
Minonty interest 28 - 01
Total equity 3318 3258

The accounts were approved by the Board of Directars on 28 February 2008 and signed on s behalf by

ot (34 .

PR M Pindar GMH
Chief Executive

Group Finance Director
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L]
Consolidated cash flow statement
for the year ended 31 December 2007
2007 2006
Notes £m £m
Cash flows from operating actrvities
Operating profit on continuing actmvities before interest and taxation 2616 2182
Depreaation 13 461 422
Amortisation of other ntangible assets (treated as depreciation) 14 15 12
Amertisation of intangible assets created on acquisrtion 14 97 69
Share based payment expense 27 86 8s
Pensicn charge 32 15.2 159
Pension contnbutions 32 (210) (191)
{Profit)/loss on sale of property, plant and equipment {01) 03
Movement in provisions 24 09 {19)
Increase in debtors (71 4) {488)
Increase in creditors 829 556
Cash generated from operations 3340 2790
tncome tax paid (458) (403)
Interest paid (335) (231)
Interest received 16 10
Cash generated from operations after interest 256 3 2166
Net cash used i investing activibes
Purchase of property, plant and equipment 13 {679) {630)
Proceeds from sale of property, plant and equipment 10 19
Purchase of intangble fixed assets 14 {50) (14)
Acquisition of subsidiary undertakings and businesses (947) (376)
Cash acquired with subsidiary undertakings 44 10
Purchase of financial assets 16 (44) (7 6)
Investment loan 16 (16 6) mn
(183 2) {18 4)
Net cash used in finanang activitres
Issue of ordinary share capral 28 67.2 504
Share buybacks 28 (439) (2449)
Share transaction costs 28 (05) (12)
Divdends pad 12 (21886) (477)
Capital elesnent of finance lease rental payments 29 {04) {04)
Instalment debtor movement 29 204 -
Asset based secuntised financing 29 (78) 07
Repayment of loan notes and long term loans 29 {34 6) (24)
Proceeds on issue of bonds 29 1009 1791
Financing arrangement costs 22 (03) (09)
(1276) {697)
Net increase in cash and cash equivalents (54 5) 285
Cash and cash equivalents at the beginning of the penod 9.2 (193)
Cash and cash equivalents at 31 December (453) 92
Cash and cash equivalents compnse
Overdraft 22 (461) {05)
Cash at bank and in hand 19 08 97
Total (453) 92

SIUNUIDY
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Notes to the consolidated financial statements

for the year ended 31 December 2007

1 Corporate nformation

The consolidated finanaal statements of The Capita Group Plc for the year ended 31 December 2007 were authonsed for 1ssue in accordance with

a resolution of the Directors on 28 February 2008 The Capita Group Plc s a public bimited company incorporated in England and Wales whose shares
are publicy traded

The principal actrities of the Group are given in the business review on pages 37—41

2 Summary of significant accounting poliaes

(a) Statement of compliance

The consolidated financial statements of The Capita Group Plc and all of its substdianes (the Group) have been prepared in accordance wath International
Financial Reporting Standards (IFRS) as adopted by the European Union and as applied in accordance with the provisions of the Comparies Act 1985

The parent company continues to apply UK GAAP in the preparation of its indvdual financial statements and these are contained on pages 103-113

(b) Basis of preparation

The consolidated financial statements have been prepared under (FRS where certain financial instruments and the pension assets and liabilities have been
measured at far value The carrying value of recognised assets and Labilities that are hedged are adjusted to record changes in the fair values attrbutable
to the nsks that are being hedged The consolidated financial statements are presented in pounds steriing and all values are rounded to the nearest tenth

of a mullion (£m) except when otherwise indicated

{c) Bass of consolrdation

The consolidated financal staternents compnise the financal staternents of The Caprta Group Plc and its subsidianes as at 31 December each year

The financial statements of the subsidianes are prepared for the same reporting year as the parent company, using consistent accounting poliaes,

but in accordance with UK GAAP Adjustments are made to bnng into Line any dissimlar accounting poliaies that may exist between IFRS and UK GAAP

All intercompany balances and transactions, tncluding unrealised profits ansing from intragroup transactions, have been eliminated n full,

Subsidianes are consclidated from the date on which control is transferred to the Group until control is transferred out of the Group Where there is a loss
of control of a subsidiary, the consolidated financal statements indude the results for the part of the reporting year dunng which The Capita Group Ple
has control.

(d) Changes in accounting policies
The accounting policies adopted are consistent with those of the previous finanoal year except as follows

The Group has adopted the following new IFRS and IFRIC interpretations duning the year Adoption of these revised standards and interpretations did
not have any effect on the financial statements of the Group They did, however, give nse to additional disclosures

s [FRS7 Finanaal Instruments: Disdlosure
e |FRIC9 Reassessment of Embedded Denvatives \
¢ |FRIC 10 Intenm Finanoal Reporting and Impamment. i

The Group has also early adopted the following IFRIC interpretations Adoption of these mterpretations did not have any effect on the financial position
of the Group

+ IFRIC 11 IFRS 2 - Group and Treasury Share Transactions |
o IFRKC 14 A5 19 - The Limut on a Defined Benefit Asset, Minimum Funding Requirements and ther Iteraction ‘
The panapat effects of these changes are as follows

IFRS 7 - Finanacial Instruments Disclosure This standard requires the Group to make disclosures to enable users of the financial statements to evaluate !
the significance of the Group's financal instruments and the nature and extent of nsks ansing from those financal instruments As IFRS 7 15 a disclosure
standard, there 15 no impact other than enhanced disclosure, with comparative information being revised where needed

IFRIC 9 - Reassessment of Embedded Denvatives This interpretation establishes that the date to assess the existence of an embedded dervative 15 the
date an entrty first becomes a party to the contract, with reassessment only if there 1s a change to the contract that significantly modifies the cash flows
As the Group has no embedded denvative requmng separation from the host contract, adoption of this interpretation has had no impact on the financial
statements of the Group

IFRIC 10 - Intenm Finanaial Reporting and Impairment As of 1 January 2007, the Group adopted IFRIC 10 which requires that an entity must not reverse
animpairment loss recognised in a previous intenim period in respect of goodwill or an investment in erther an equity instrument or a financial asset
carmed at cost. As the Group had no impairment losses previously reversed, the interpretation had no impact on the financial position or performance

of the Group

IFRIC 11 IFRS 2 - Group and Treasury Share Transactions The Group has elected to early adopt IFRIC Interpretation 11 as of 1 January 2007, insofar as
it applies to consolidated financial statements This interpretation requires amangements whereby an employee 1s granted nghts to an entity’s equity
instruments to be accounted for as an equity-settled scheme, even if the entity buys the nstruments from another party, or the shareholders provide
the equity nstruments thernseltves

IFRIC 14 IAS 19 -The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction The Group has elected to early adopt
IFRIC Interpretation 14 as of 1 January 2007 This interpretation provides guidance on how to assess the bmut in 1AS 19 Employee Benefits on the amount
of surplus that can be recogrised as an asset. It also explains that when a plan s operated in an environment of statutory or contractual minimusm funding
requirerments, and there are restnictions over the amounts that the employer can recover from the plan, an obligation to pay contributions may give nse
to a liability additronal to the Liability that 1s recognised in respect of the 1AS 19 deficit.
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2 Summary of significant accounting polies (continued)

{e) Revenue

There have been no changes in the Group’s accounting policies for revenue in the year; however the Group feels that it would be helpful to prowide
enhanced disclosure in respect of its accounting policies in this area

Revenue 1s eamed within the United Kingdom, Europe, India and South-East Asia

Revenue is recogrused to the extent that it is probable that the econorruc benefits will flow to the Group and the revenue can be reliably measured
Other than in respect of service contracts, desanbed below, and where the Group 1s acting as lessor (see (v)), revenue represents fee income recogrised
i respect of serices provided dunng the penod (stated net of value added tax)

For time and matenals contracts which are those where Capita provide staff to customers at hourly or daily rates, revenue 1s recogrused on the basis
of time worked

Revenue on contracts where there s an ongoing service (e g Ufe and pensions policy administration, hardware maintenance) 1s recognised over the
penod dunng which the service 1s provided

Contracts where there are distinguishable components are separated and revenue 1s recognised individually on the basis that each component can
be reliably estimated Revenues and costs relating to each element are recognised simultaneously

{f) Service contracts
(1) Brownfield outsourang contracts - Brownfield contracts are where there is a transfer of an extsting operation to the Group For brownfield
contracts all costs incurred pnor to service commencement are expensed as incurred and revenue represents fee income i respect of services provided

{n) Greenfield outsourcing contracts - A greenfield contract is one in which an entirely new sennce 1s being established for a customer For these
contracts no profit is recogmised until service delivery commences and 1s being invoiced Upon commencement, revenue represents fees invoiced in
respect of services provided Direct iInaremental costs incurred on the contract prior to service commencement and retmbursable dunng the contract,
excluding any overheads, are included in prepayments and amortised over the ife of the contract. On some contracts, non-refundable payments are
received, prior to full service commencement, on the achievement of agreed contract delivery miulestones These are recognised as revenue when earmed

(n1} Property consultancy and transformation contracts — Revenue represents the sales value of work dane in the year, induding fees invoiced and
estimates in respect of amounts to be invoiced after the year-end Profits are recognised on long term contracts where the final outcome can be assessed
with reasanable certainty In calculating this the percentage of completion method is used based on the proportion of costs incurred to the total
estimated cost. Cost includes direct staff costs and outlays Full provision 1s made for all known or antiapated losses on each contract immediately

such losses are forecast.

in respect of construction contracts, gross amounts due from customers are stated at the proportion of the anticipated net sales value eamed to date less
amounts billed on account. To the extent that fees paid on account exceed the value of work performed, they are mduded in aredrtors as gross amounts
due to customers,

{g) Forewgn currency translation

The functional and presentaton currency of The Caprta Group Ple and its United Kingdom subsidianes 1s the pound sterling {£) Transactions in foreign
currencies are inttially recorded in the functional currency rate ruling at the date of the transaction Monetary assets and liabilities denorinated in foreign
currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date All differences are taken to the consolidated
income statement with the exception of differences on foreign currency berrowangs that provide a hedge against a net investment in a foreign operation,
These are taken directly to equity until the disposal of the net investment, at which time they are recognised in the consolidated income statement.

Tax charges and credits attnbutable to exchange differences on those borrowings are also dealt with in equity Non-rmonetary tems that are measured
in terms of histoncal cast in a foreign currency are translated using the exchange rate as at the date of initial transaction Non-monetary items measured
at fair value in a foreign cumrency are translated using the exchange rates at the date when the fair value was determuned

The functional curvencies of overseas operations include the euro, Indian rupee, Malaysian nnggrt, South Korean won and the Philippine peso As at the
reporting date, the assets and liabiliies of the overseas operations are retranslated nto the presentation currency of The Caprta Group Ple at the rate of
exchange nuling at the balance sheet date and thew income statements are translated at the weighted average exchange rate for the year The exchange
differences ansing on the retranslation are taken directly to a separate component of equity On dispasal of a foreign operation, the deferred cumulative
amount recogrised in equity relating to that partiaular foreign operation shall be recognised in the mcome statement

The Group has elected not to record cumulative translation differences ansing prior to the transition date as permitted by IFRS 1 In utilising this
exemption, all cumulative translation differences are deemed to be zero as at 1 january 2004 and all subsequent disposals shall exclude any translation
differences ansing prior to the date of transition.
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Notes to the consolidated financial statements

2 Summary of significant accounting policies (continued)

{h) Property, plant and equipment

Property, plant and equipment 1s stated at cost less accumulated depreaation and any impaimment invalue Depreciation is calculated on a straight-line
basis over the estimated useful bfe of the asset as follows

Freehold buildings and long leasehold property - over 50 years
Leasehold mprovernents - peniod of the lease
Plant and equipment -3-10years

The carying values of property, plant and equipment are reviewed for impaimnent when events or changes in arcumstances indicate the cammying value
may not be recoverable If any such indication exists and where the camying values exceed the estimated recoverable amount, the assets are written down
to their recoverable amount. The recoverable amount of property, plant and equipment is the greater of net selling price and value in use In assessing
value in use, the estimated future cash flows are discounted to thesr present value using a pre-tax discount rate that reflects current market assessments
of the tme value of money and the nsks specfic to the asset. For an asset that does not generate largely independent cash inflows, the recaverable
amount Is determined for the cash-generating unit to which the asset belongs. Impairment losses are recognised in the income statement in the
administrative expenses line item

An item of property, plant and equipment is de-recogrised upon dispesal or when no future economic benefits are expected to anse from the continued
use of the asset. Any gam or loss ansing on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the item) 1s ncluded n the income statement in the year in which the termiis de-recogrused

(i) Borrowing costs
Borrowing costs are currently recogrused as an expense when incurred in accordance with the benchmark accounting treatrment under [AS 23

(1) Goodwill

Goodwill recognised under UK GAAP prior to the date of transition to IFRS 15 stated at net book value as at this date This goodwill had been amortised

on a straight-Lne basis over its useful economic bfe (ranging from 5 to 20 years) This was changed on transrtion to IFRS Goodwall recognised subsequent
to 1 January 2004 15, on acquisition, initially measured at cost being the excess of the cost of the business combination over the acquirer’s interest in the
net farr value of the identifiable assets, labilities and contingent liabilities Following imitial recognition, goodwill 1s measured at cost less any accumulated
impairment losses Goodwill 1s reviewed for mpairment annually or more frequently if events or changes in circumstances indicate that the camyng value
may be imparred Goodwill ansing on acquisitions pnior to 31 December 1997 remains set off directly against reserves and does not get recycled through
the income statement

As at the acquisition date, any goodwill acquired is atlocated to each of the cash-generating unrts expected to benefit from the combnation’s synergies
Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the goodwill refates Where the recoverable ameunt
of the cash-generating unit is less than the carmying amount, an impairment loss 15 recogmised Where goodwill forms part of a cash-generating unit and
part of the operation withm that unit 15 disposed of, the goodwll assoaated with the operation disposed of 1s included in the carrying amount of the
operation when determining the gain or loss on disposal of the operation Goodwall disposed of in these circumstances 1s measured on the basis of the
retative values of the operation disposed of and the portion of the cash-generating unit retained

(k) intangible assets

Intangible assets acquired separately are capitabised at cost and those identified in a business acquisition are capitalised at fair value as at the date of
acquisttion Following inttial recognition, the camying amount of an intangible asset is its cost less any accumulated amortisation and any accurmulated
imparment losses The useful lives of intangible assets are assessed to be erther finite or ndefinite There were no indefinite-lived assets in 2006 or 2007
Amortisation 15 charged on assets with finite lives, this expense 1s taken to the incorne statement through the administrative expenses line tem

Intangible assets with finite lives are only tested for mpairment, either individually or at the cash-generating unit level, where there Is an indicator
of mparment.

Gains or losses ansing from de-recognition of an intangible asset are measured as the difference between the net disposal proceeds and the carmying
amount of the asset and are recogrused in the Income statement when the asset 1s de-recognised

Intangible assets identified and recognised since transition to IFRS are profiled as follows

 Brands are amortised eventy aver ther useful econormic Ives of 5 and 10 years

» Software and licences are amortised over therr useful economic lives of S years

¢ Contracts and committed sales are amortised over ther useful econormuc lives of between 1.5 and 10 years
* Customer Lsts and relationshps are amorhised over therr useful econorm:c Ives of between 4 and 10 years
Other mtangbles are amortised over their useful economuc lves of 6.5 years.
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2 Summary of significant accourting poliaes {continued)

(1) Recoverable amount of non-current assets

At each reporting date, the Group assesses whether there 1s any irdication that an asset may be impared Where an mdicator of imparment exsts, the
Group makes a formal estimate of the asset's recoverable amount. Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered imparred and 15 written down to its recoverable amount. The recoverable amount 15 the hugher of an asset's or cash-generating urit's fair value
less <osts to sell and its value in use and 1s determined for an Indmndual asset, unless the asset does not generate cash nflows that are largely ndependent
of those from other assets or groups of assets

{m}investments and other financial assets
All investments are initially recorded at therr far value Subsequently they are rewewed for impairment if events or changes m arcumstances indicate
the camying value may not be recoverable

Investment loans are measured at amortised cost using the effective mterest method

Avallable for sale financal assets are measured at their fair value with unrealised gains or losses being recogrised directly in equity When the investment
15 disposed of, the cumulative gain or loss previously recorded m equity 15 recogrised in the mcome statement.

Financial assets at farr value through the income statement (disclosed in investment income) indude finanaial assets designated upon intial recognition
as at fair value through the income statement.

Fnancial assets may be designated upon initial recognition as at fair value through profit or loss if the assets are part of a group of financial assets which
are managed and their performance evaluated on a fair value basis, in accordance with a documented nsk management strategy

{n) Trade and other recesvables
Trade receables are recognised and camed at onginal nvoice amount less an allowance for any uncollectable amounts An estimate for doubtful debts
1s made when collection of the full amount is no longer probable Bad debts are written off when identified

(o} Cashand cashequivalents
Cash and short term deposits in the balance sheet compnise cash at bank and in hand and short term deposrts with an onginal matunity of three months
or less

For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net
of outstanding bank overdrafts, except where no nght of set-off exists

(p) interest-beanng loans and borrowings
All loans and borrowings are inially recogrised at their fair value

After inrbial recognition loans and borrowings are subsequently measured at amortised cost using the effective interest method Amortised cost 1s
calculated by taking into account any issue costs, and any discount or premium on settlement.

Gains and {osses are recognised in the income statement when the Labilities are de-recogrised, as well as through the amortisation process

{q) Provisions

Prowisions are recognised when the Group has a present obligation {legal or constructive) as a result of a past event and it is probable that an outflow

of resources embodying economic benefits wall be required to settle the obligation and a reliable estimate can be made of the amount of the obligation
Where the Group expects some or all of a provision ta be rembursed, for example under an insurance contract, the reimbursement 1s recognised as

a separate asset but only when recovery 1s virtually certain. The expensa relating to any provision is presented in the income staterent net of any
reimbursement. If the effect of the time value of money 1s matenial, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and, where appropriate, the nsks speafic to the Lability Where discounting is
used, the increase in the provision due to the passage of time Is recognised as a borowing cost.

(r) Surplus properties
The Group provides, on a discounted bass, for the future rent expense and related cost of leasehold propesty (net of estimated sub-lease income) where
the space 15 vacant or currently not planned to be used for ongong operations.

(s) Pre<contract costs
Pre-contract award bidding costs are expensed as incurred
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2 Summary of significant accounting polices (contmued)

(t) Pension schemes

The Group maintains a number of defined contnbution pension schemnes and for these schemes the Group has no further payrnent obligations once the
contnbutions have been paid The contnbutions are recognised as an employee benefit expense in the income statement for the year when they are due

In addition, the Group operates a defined benefit pension scheme and participates m a number of other defined benefit pension schemes, all of which
require cortributions to be made to separate trustee-administered funds The costs of providing benefits under these schemes are determined separately
for each scheme using the projected unit credit method, which attnbutes entitlernent to benefits to the current period {to determine curment service cost)
and to the current and prior penods (to determune the present value of the defined benefit obligation) and 1s based on actuanal adwice Past service costs
are recogrised iImmediately in the income statement, unless the changes are conditional on employees remaining m service for a speafied penod of tme
{the vesting period) In this case, the past service costs are amortised on a straight-lne basis aver the average vesting penod

When a settlement (elrminating all obligations for benefits already accrued) or a curtailment {reduang future obligations as a result of a matenal
reduction in the scheme membership or a reduction in future entrtlement) occurs the obligation and retated plan assets are remeasured using current
actuarial assumptions and the resultant gain or loss recogrised in the iIncome statement dunng the penod in which the settlement or curtailment occurs.

The interest cost element of the defined benefit pension charge represents a change in the present value of scheme obligattons resulting from the passage
of ime and 1s determined by applying the discount rate to the opening present value of the benefit obligation taking into account matenal changes in the
obligation during the year The expected return on plan assets is based on an assessment made at the beginning of the year of long tesm market retums
on scheme assets, adjusted for the effect on fair value of plan assets of contnbutions receved and benefits paid dunng the year

In respect of three of the defined benefit pension schernes in which the Group participates, the Group accounts for its legal and constructive obligation
over the penod of rts particpation whch s for a fixed penod only

Actuanal gains and losses are fully recogmised in equity through the statement of recogmised mcome and expense such that the balance sheet reflects the
scheme’s surplus or Lability at the balance sheet date Current and past service cost are charged to operating profit with the interest cost, net of expected
return on assets in the plans, included within administrative expenses.

The bability on the balance sheet in respect of the defined benefit pension schemes compnses the total for each scheme, or group of schemes, of the
present value of the defined benefit obligation {using a discount rate based on high quality corporate bonds), less any past service cost not yet recognised
and less the farr value of plan assets out of which the obligations are to be settled directly Fair value is based on market pnce information and in the case
of quoted secunties is the published bid pnce The value of a net penston benefit asset is restnicted to the sum of any unrecogrused past service costs and
the present value of any amount the Group expects to recover by way of refunds from the plan or reductions in the future contributions

(u) Dertvative financral mstruments

The Group uses denvative financal instruments such as interest rate swaps and foreign currency contracts to hedge nsks assocated with interest and
exchange rate fluctuations Such denvative financial instruments are stated at fair value The fair values of interest rate swaps and foreign currency
contracts are determined by reference to market rates for similar instruments

For the purpose of hedge accounting, hedges are classified as either far value hedges when they hedge the exposure to changes in the far value of a
recogmised asset or bability; or cash flow hedges where they hedge exposure to vanability in cash flows that 1s attnbutable to a particular nsk associated
with erther a recogrised asset or liability or a forecast transaction

In relation to fair value hedges (e g fixed to floating interest rate swaps held as farr value hedges aganst fixed interest rate borrowings) which meet

the conditions for hedge accounting, any gam or loss from re-measuring the hedging instrument at farr value is recognised immediately in the income
statement. Any gain or loss on the hedged tem attnbutable to the hedged nsk 1s adjusted against the camying amount of the hedged item and recognised
in the income statement.

In relation to cash flow hedges the effective portion of the gain or loss on the hedging instrument is recognised directly in equity, while any ineffective
portion 15 recogruised immediately in the income statement. Amounts taken to equity are transferred to the income statermnent when the hedged
transaction affects the income staternent, such as when the hedged financal income or finanaal expense 1s recognised or when a forecast transaction
occurs Where the hedged item is the cost of 2 non-finanoal asset or non-financial kiability, the amounts taken to equity are transferred to the initial
carmying amount of the non-financial asset or bability

If the forecast transaction or firm commitrment 1s no longer expected to occur, amounts previously recognised in equity are transferred to the income
statement. If the hedging instrument expires or 1s sold, terminated or exeraised without replacement or rollover, or if its designation as a hedge 1s revoked,
amounts previously recognised in equity remain in equity until the forecast transaction or firm comrmitment occurs.

For denvatives that do not qualify for hedge accounting, any gains or losses ansing from changes in fair value are taken directly to the ncome statement.

(v} Leasing
The determination of whether an armrangement 1s, or contains, a lease 1s based on the substance of the arrangement at inception date and 1s concerned
with whether the fulfilment of the arrangement 1s dependent upon the use of a specific asset or assets and the arrangement conveys a nght to use

the asset.

Group as a lessee Finance teases, which transfer to the Group substantially all the nsks and benefits inadental to ownership of the leased item, are
caprtalised at the inception of the lease at the fair value of the leased property or, if lower, at the present value of the mimmum lease payments Lease
payments are apportioned between the finance charges and reduction of the lease Lability so as to achieve a constant rate of mterest on the remaining
balance of the labidity Finance charges are charged directly against income

Capitalised leased assets are depreciated over the shorter of the estimated life of the asset or the lease tenm Leases where the lessor retains substantially
all the nsks and benefits of ownership of the asset are classified as operating leases Operating lease payments are recognised as an expense in the income
statement on a straight-line basis over the lease term

Group as a lessor Leases where the Group does not transfer substantially all the nsks and benefits of ownership of the asset are dlassified as operating
leases Rentalincome ansing from operating leases is recogrised in the Income statement on a straight-Line basis over the lease term.
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2 Summary of sigmificant accounting polices (contmued)

(w)income tax

Deferred income tax i1s provided, using the bability method, on all temporary differences at the balance sheet date between the tax bases of assets and
liabilities and their carrytng amounts for finanoal reporting purposes

Deferred iIncome tax liabiliies are recogrused for all taxable ternporary differences
* except where the defested tao bability anses from the mitial recogribion of goodwill

except where the defermed mncome tax lability anses from the inrtal recogrution of an asset or bability in a transaction that s not a busmess combination and,
at the time of the transaction, affects nesther the acoounting profit nor taxable profit or loss

+ mnrespect of taxable ternporary differences assocated with investments n subsidianes, assocates and nterests m jomt verttures, except where the trning
of the reversal of the temporary differences can be controlled and 1t s probable that the ternporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recogrused for all deductible temporary differences, carry-forward of unused tax assets and unused tax losses, to the
extent that it 15 probable that taxable profit will be available against which the deductible temporary differences and the carry-forward of unused tax
assets and unused tax losses can be utilised, except where the deferred Income tax asset relating to the deductible temporary difference anses from
the imtial recognition of an asset or liability in a transaction that 1s not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss

The carrying amount of deferred income tax assets 1s reviewed at each balance sheet date and reduced to the extent that it 1s no longer probable that
sufficient taxable profit will be available to allow ali or part of the deferred income tax asset to be utilised

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset 1s realised or the bability
15 settled, based on tax rates {and tax laws) that have been enacted or substantively enacted at the balance sheet date

Income tax relating to items recognised directly in equity 1s recognised in equity and not in the incomne statement.

{x) Share based payments
The Group operates a number of executive and employee share schemes

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at the date at which they are granted and is recognised
as an expense over the vesting penod, which ends on the date on which the relevant employees become fully entitled to the award Farr value is
determined using an option pricing model. In valuing equity-settled transactions, no account is taken of any vesting conditions, other than conditions
tinked to the pnce of the shares of the company (market conditions)

No expense 15 recogrised for awards that do not ulumately vest, except for awards where vesting 1s conditional upon a market condition, which are
treated as vesting irrespective of whether or not the market condition is satisfied, provided that all other performance conditions are satisfied

At each balance sheet date before vesting, the curmulative expense 15 calculated, representing the extent to which the vesting penod has expired and
management’s best esimate of the achievement or otherwise of non-market conditions, the number of equity instruments that will ultimately vest or,
in the case of an mstrument subject to a market condition, be treated as vesting as described above The movement in cumnulative expense since the
previous balance sheet date 15 recogrised in the ncormne statement, with a corresponding entry m equity

Where the terms of an equity-settled award are modified or a new award 15 designated as replacing a cancelled or settled award, the cost based on the
ongmmal award terms contmues to be recognised over the onginal vesting period In addition, an expense 15 recogrised over the remainder of the new
vesting peniod for the inaremental fair value of any modification, based on the difference between the fair value of the origmal award and the fair value
of the modified award, both as measured on the date of the modification No reduction 1s recogrused if this difference 1s negative

Where an equity-settied award 15 cancelled, it1s treated as if it had vested on the date of cancellation, and any cost not yet recogrised in the income
statemnent for the award 1s expensed immediately Any compensation paid up to the fair value of the award at the cancellation or settlement date 1s
deducted from equity, with any excess over the fair value being treated as an expense in the mcome statement.

The Group has taken advantage of the transitional provisions of IFRS 2 in respect of equity-settled awards and has appled IFRS 2 anly to equity-settled
awards granted after 7 November 2002 that had not vested before 1 January 2006

(v) Participation in Lioyd'’s market syndicate
Capita provides run off administrative services to Lloyd’s syndicates On occaston where there 1s a commercial driver to do so, the Group will take an

equity holding n a Corporate Member (a imited Lability comparty - operating in the Lloyd's market)

The Group has treated this arrangement as an investment in a joint venture, whereby the Group and the other venturers have a contractual arrangement
that establishes jomt control over the econonuc activities of the entity The Group's investrment in the joint venture is accounted for using the equity
method of accounting Under the equity method the investment i the joint venture 15 camed m the balance sheet at cost plus post-acquisition changes
in the Group’s share of net assets of the entity The income statement reflects, where matenal, the share of the results of operations of the joint venture
Profits and losses resulting from transactions between the Group and the joint venture are elminated to the extent of the mnterast m the joint venture
The Corporate Member’s share of the assets and liabitities of the syndicate and the quota share arrangement are further disclosed in note 16 to these
financial statements
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2 Summary of significant accounting poliaes {continued)
{2} New standards and interpretations not applied

74

The IASB and the IFRIC have 1ssued the following standards and interpratations with an effective date after the date of these finanaal statements.

Effectrve date
International Accounting Standards (LAS/IFRSs)
IFRS3  Business Combinations (Revised) 1 july 2009
IFRS8  Operating Segments 1 January 2009
JAS23  Borrowing Costs (Revised) 1 January 2009
1AS1 Presentation of Financial Statements (Revised) 1 January 2009
International Finanaial Reporting Interpretations Commuttee (IFRIC)
IFRIC12  Service Concession Arrangerments 1January 2008
IFRIC13  Custorner Loyalty Programmes 1 July 2008

The Directors do not anticipate that the adoption of these standards and interpretations will have a material impact on the Group's finanaal statements

in the penod of intial application

3 Revenue
Revenue disclosed in the income statement is analysed as follows
2007 2006
tNotes £m £m
Rendentng of services 19640 16499
Construction contracts 21 1078 705
Rental income from operating leases 23 15 181
Revenue from operating activities 20733 17385
Finance revenue 8 16 10
Total revenue 20749 1,739.5

4 Investment mcome
Investment mcome includes

Gain on financial assets measured at far value through the ncome statement

2007 2006
Em Em
12 -

1.2 -
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5 Segmental information

The Group’s operations are organised and managed separately according to the nature of the services provided, with each segment representing a
strategic business unit offening a different package of related services across the Group’s markets. A description of the service prowsion for each segment
can be found in the business review on pages 37-41

Before eliminating sales between business units on consobidation, the Group accounts for sales between business units as if they were to a third party
at market rates

The tables below present revenue, result and certamn asset and lability tnformation for the Group’s business segments for the years 2007 and 2006
All operations in 2007 are continuing

Yearended 31 Decernber 2007
Insurance ICT and
Property  and Spedialist Financial ttegrated Advisory Ufek  Professional
HRSolutiors  Consultancy Services Services Services Services Pengions Servicas Total
Segment revenue £m £m £m £m £m Em £&m £m £m
Total segment revenue 2657 2446 3500 158.2 3175 3833 2648 3024 22865
Inter-segment revenue {(198) {127 (25.5) (13) {151) (914) {(93) (381) (213.2)
Third party revenue 2459 2319 3245 1569 3024 2919 2555 2643 2,073.3
Segment result
Result after deprecation 244 204 375 379 488 287 323 489 2739
Share based payment (0) (11) (1.5) (086) (22) on (o7 {0 8) (86)
Intangible amortisation (01) (07 (30) (12) (13) {05) (14) {1.5) (97)
233 186 330 361 453 285 302 466 2616
Net finance costs {3471)
Investment income 12
Profit before tax 2287
Corporation taxation (62.5)
Profit after tax 1662
Other segment
information
Assets by segment
Assets 656 720 1621 559 105 4 538 122.3 543 6914
Intangible assets 814 550 2408 1769 479 280 648 509 7457
147 0 1270 4029 2328 1533 818 1871 1052 1,4371
Liabilities {32 6) (284) (137.3) (49.5) (106 4) (709) (78 6) (11o) (6147)
Net allocated
assets/{Labilities) 144 986 2656 183.3 469 109 108.5 (58) 8224
Unallocated assets 535
Unallocated biabilities (544 1)
Total net assets 3ns
Caprtal expenditure
Tangible assets 39 27 7.2 38 99 21 232 81 679
Depreciation charge 28 27 73 21 95 68 64 85 461
Intangible assets 23 09 416 180 241 00 268 13.2 1269
Intangible amortisation 01 o7 30 1.2 13 05 14 15 97

Unallocated assets include held for sale financial assets, financial assets held at fair value through the income statement, the cash flow hedge financal
asset, cash in bank, currency and interest rate swaps and the pension asset. Unallocated babilities include overdrafts, lease obligations, loan notes,
currency swaps, bonds and the pension bability

SIURODY
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5 Segmental mformation (contmued)

76

The tables below present revenue by the geographical location of custorners, camying amount of assets and expenditure on tangible and intangible assets

by location of those assets
United  Non-United
Revenue mém m&n Tﬁ
Total segment revenue 22175 690 22865
Inter-segment revenue (203 8) (94) (213.2)
Third party revenue 2,0137 596 20733
Other segment information _
Assets 6650 264 6914
Intangible assets mnz21 336 7457
Unallocated assets 535 - 535
Total assets 14306 600 1,490 6
Capital expenditure
Tangible assets 625 54 679
Intangible assets 1096 173 1269
Year ended 31 December 2006
Insurance T and
HRsoutors ooy ewms  sowm e e pemon s Tota
Segment revenue £m £m £m £m £m £m Em £m £m
Total segment revenue 2260 2255 3101 1209 31776 3293 1869 2495 1,965 8
Inter-segment revenue (201) (251) (269) (01 (167) (77 0) (26) (57 8) (227.3)
Third party revenue 2059 1994 2832 1208 3009 2523 1843 %7 17385
Segment result
Result after depreciation 187 139 328 321 487 258 234 382 2336
Share based payment {10) (11) (15) (06) (21) (o7 on (08) (85}
Intangible amortisation - {02) (22) (09) (09) (049 (12 )] (69
77 126 291 306 457 247 215 363 2182
Net finance costs {25 0}
Profit before tax and
minonty nterests 1932
Corporation taxation (535)
Minonty interests 01
Profit after tax and
minornty interests 1398
Other segment
information
Assets by segment
Assets S8 8 681 1357 627 nao 372 753 515 6073
Intangible assets 792 548 2037 1601 251 284 394 393 6300
1380 1229 3394 2228 1431 656 147 908 12373
Labilites (291) (240) (1299) (60 8) {957) (349) (375) (1010) (5129)
Net allocated
assets/(habilities) 1089 989 2095 1620 474 307 772 (102) 724 4
Unallocated assets 298
Unallocated liabilities (428 4)
Total net assets o 3258
Capital expenditure
Tangible assets 44 31 53 36 166 49 184 67 630
Depreciation charge 16 27 47 20 181 38 49 34 422
Intangible assets 02 26 60 209 04 79 03 11 494
Intangible amortisation - 02 22 09 09 ] 12 1 69
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§ Segmental information {continued}

The tables below present revenue by the geographical location of customers, camying amount of assets and expenditure on tangible and intangible assets

by location of those assets
Unted  Non-Unted
Revenue m&m md?r: TOL?Q
Total segment revenue 19153 505 19658
Inter-segment revenue (2311) 38 (227 3)
Third party revenue 1,684 2 543 17385
Other segment information
Assets 5811 262 607.3
Intangible assets 6127 173 6300
Unallocated assets 298 - 298
Total assets 12236 435 1,267 1
Caprtal expenditure
Tangible assets 594 36 630
Intangible assets 396 98 494
6 Operating profit
This is stated after charging/{crediting)
2007 2006
Notes £m £m
Employee benefits expense 7 8727 7499
Amortisation of intangible assets (as shown n amortisation column) 14 97 69
Depreaation 13 461 422
{Profit)/loss on sale of property, plant and equipment {o1) 03
Amortisation of other intangible assets (treated as depreciation)* 4 15 12
Minimum lease payments recogrised as an operating lease expense 695 636
Foreign exchange differences 0.2 07
*Inctuded withun operating activities before amortisation,
UK fees paid to the audrtors include fees in relation to zoic:“'r zﬁ
Audrt of financial statements 05 05
Other UK fees
Local statutory audits for subsidianes 03 03
Further assurance services o1 01
Other non-audit services** 01 01
10 10
**There were no other amounts payable to the auditors requing disdosure under 3908 of the Comparues Act 1585
7 Employee benefits expense
2007 2006
£m £m
Wages and salartes 7511 6452
Social secunity costs 760 631
Pension costs (see note 32) 370 331
Share based payments 86 85
8727 7499
2007 2006
The average number of employees dunng the year was made up as follows. Number Number
Sales 682 &M
Admunistration 1728 1,749
Operations 24,014 23,164
26,424 25,584

Details of Directors’ remuneration are contained withen the Directors' remuneration report on pages 57-62
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8 Finance revenue
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2007 2006
£m Em
Bank interest recervable 12 04
Other interest recervable 04 06
Total finance revenue {on a tustoncal cost basis) 16 10
9 Finance costs
2007 2006
€m Em
Loan note mterest 1" 08
Bonds 258 155
Bank loans and overdrafts 85 95
Other interest payable 02 01
Urwinding of interest on discounted property provision o1 01
Total finance costs (on a histoncal cost basis) 357 260
10 Income tax
The major components of ncomne tax expense for the years ended 31 Decernber 2007 and 2006 are
Consolidated mcome statement zo&r‘ Mén;
Current income tax
Current incorne tax charge 618 531
Adjustment in respect of prior years (30) (46)
Deferred income tax
Cngination and reversal of temporary differences 66 53
Adjustment in respect of prior years (29) (03)
625 535
Consolidated statement of recogrused income and expense 20:?: 203.‘;
Deferred income tax related to temns charged/{credited) directly to equity
Current income tax deduction on exercise of stock options in excess of share based payments (100) (7 6}
Deferred income tax on cash flow hedges 16 _
Deferred mcome tax movernent in relation to share based payments 58 72
Deferred income tax movement tn relation to actuanal gains on defined benefit plans 76 38
50 ({i10)

A reconailation between tax expense and the product of accounting profit multipbied by the UK corporation tax rate for the years ended 31 Decemnber

2007 and 200615 as follows

2007 2006

£m £m

Accounting profit before tax 2287 193.2
Notional charge at UK corporation tax rate of 30% (2006 30%) 686 580
Adjustments in respect of current Income tax of prior years (30) (46)
Adjustments in respect of deferred tax of prior years (29) (03)
Nen-deductible expenses 18 16
Attnbutable to lower tax rates m overseas junsdictions (15) (12)
Attnbutable to reduction in corporation tax rate (05) -
At the effective tax rate of 27 3% (2006 277%) 625 535
Total tax expense reported in the ncome statement 62.5 535

The tax charge for the year ended 31 December 2007 was £62 5m (2006 charge of £53 5m) and is after a pnor year net aredit of £3 Om resutting from
the successful resotution of 1ssues with relevant tax authonties The tax charge 1s equivalent to an underlying effective tax rate of 27 3% (2006 27 7%)
The effective tax rate on profit before amortisation 1s 27 7% (2006 27 7%) In addition, a net tax charge of £5 Om has been debited directly to equity
including a credit of £10 Om in respect of realised stock option gains which resulted in a corresponding reduction in cash tax habilities for the year ended

31 December 2007
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10 Income tax (continued)
Deferredincome tax
Deferred income tax at 31 December relates to the following

79

Consoldated balance sheet  Consoludated income statement

2007 2006 2007 2006
£m £m £m £m
Deferred tax Labilrties
Accelerated capital allowances (46) (35) 32 09
Pension scheme's asset (57 - - -
Cash flow hedges (16) - - -
Fair value adjustments on acquisition (12:6) (106) (33) {19)
(24 5) (141)
Deferred tax assets
Share based payrents 157 207 (o8) (26)
Pension schemes’ hability 45 18 54 48
Provisions 50 34 1) 32
Losses available for offset agamst future taxable income 07 03 03 05
259 362
Net deferred tax asset 14 221
Deferred ncome tax expense 37 50

The Group has tax losses which arose in the UK of £110m (2006 £5 0m) that are available for offset against future taxable profits of the companies

in which the losses arose Deferred tax assets have not been recogmised in respect of £8 5m (2006 £4 0m) of these losses, as their recoverability

15 uncertaimn

The UK corporation tax rate will decrease from 30% to 28% from 1 April 2008 The deferrad tax balance has been adyusted i the current year to reflect

this change
There are no Income tax consequences attaching to the payment of dvidends by The Capita Group Plc to its shareholders

11 Earmings per share

Basic earnings per share amounts are calculated by dviding net profit for the year attnbutable to ordinary equity holders of the parent by the weighted

average number of ordinary shares outstanding dunng the year

Diluted earnings per share amounts are calculated by diding the net profit for the year attributable to ordinary equity holders of the parent by the

weighted average number of ordinary shares outstanding dunng the year plus the weighted average number of ordinary shares that would be issued

on the conversion of all the dilutive potential ordinary shares into ordinary shares
The following reflects the income and share data used in the basic and diluted eamings per share computations

2006

£m £m

Net profit attributable to ordinary equity holders of the parent from cperations 166 2 1398

2007 2006

Number Number

mbon rmulbon

Weighted average number of ordinary shares {excluding treasury shares) for basic eamings per share 6136 6263
Dilutive potential ordinary shares

Employee share options 103 150

Weghted average number of ordinary shares (excluding treasury shares) adjusted for the effect of dilution 6239 6413

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting date and the date of completion of

these financial statements

The follewing additional eamings per share figures are calculated based on earnings attnbutable to ordinary equity holders of the parent before

amortisation of £172 4m (2006 £144 8m) and after amortisation of £166 2m (2006 £139 8m) They are included as they prowide a better understanding

of the underlyng trading performance of the Group

2007 2006

p p

Basic earmungs per share - before amortisation 2810 2310
- after amortisatron 2709 2232

Diluted earmings per share —before amaortisation 2763 2256
—after amortisation 2664 2180

SIUNGOIY
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12 Dvidends paxd and proposed
2007 2006
£Em Em
Declared and paxd dunng the year
Ordinary shares (equity)
Final for 2006 paid 6 3p per share (2005 4 9p per share) 392 311
Intenm for 2007 paid 4 Op per share (2006 2 7p per share) 247 166
Special dvidend for 2007 paid 25 Op per share {2006 nil p per share) 1547 -
2186 477
Proposed for approval at AGM {not recognised as a liability at 31 December)
Ordinary shares (equity)
Fmal for 2007 8 Op per share (2006 & 3p per share) 487 389
13 Property, plant and equipment
Leasehold
Frprovements,
land and Pant and
buildings machmery Total
£m £m £m
Cost
At 1 January 2006 364 2270 263 4
Subsidianes acquired 14 09 23
Additions 74 556 630
Disposals (50) {(550) (60 0)
At 31 December 2006 402 2285 2687
Subsidianes acquired 032 12 15
Additions 120 559 679
Disposals (24) (405) (42.9)
At 31 December 2007 501 2451 295.2
Deprecation and imparment
At 1 January 2006 136 937 133
Provided dunng the year 47 375 422
Disposals (33) (545) (57 8)
At 31 Decernber 2006 150 827 977
Prowided dunng the year 60 401 451
Disposals (24) (39 6) (420)
At 31 December 2007 186 83.2 1118
Net book value
At 1 January 2006 228 127 3 1501
At 31 December 2006 252 1458 1710
At 31 December 2007 315 1619 193 4

The net book value of plant and machinery includes an amount of £rl (2006 £0 1m) in respect of assets held under finance leases The net book value of

assets held by the Group for which 1t acts as lessor, amounts to £0 4m (2006 £4 7m)
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14 intangible assets

Contracts and Customer
Software and cormimatted Ists and Other
Brands Ucences sdes  relabonshes Goodwill Sut-total ntangbies Total
£m £m £m £m £m £m £m £m

Cost
At 1 January 2006 53 20 67 267 5621 6028 120 6148
Subsidianes acquired 06 - 02 79 393 480 - 430
Additions - - - _ - _ 14 14
At 31 December 2006 59 20 69 346 6014 6508 134 664 2
Recognstion of intangibles - prior year
acquisitions 01 03 - 30 {24) 10 - 10
Subsidiarres acquired 28 37 - 86 1058 1209 - 1209
Additions - - 50 - - 50 - 50
At 31 Decemnber 2007 88 60 19 462 7048 7 134 7911
Amortisation and imparment
At 1 January 2006 11 06 29 17 120 183 78 261
Amortisation dunng the year 12 04 09 44 - 69 12 81
At 31 December 2006 23 10 38 61 120 252 S0 342
Amortisation during the year 16 1 09 61 - 97 15 12
At 31 December 2007 39 21 47 122 120 349 105 454
Net book value
At 1 january 2006 42 14 38 250 5501 5845 42 5887
At 31 December 2006 36 10 31 285 5894 6256 44 6300
At 31 Decernber 2007 49 39 72 340 6928 7428 29 7457

During the year a total of £3 4m of mtangible assets was recogmised in respect of prior year acquisiions This amount was previously reflected within
goodwill. As required by 1AS 12, deferred taxation 1s recognised m respect of these itemns, the impact of this was to increase goodwall in 2007 by £1 0m
and to create a deferred tax lability of the same amount.

The amount in ‘other intangbles’ represents the consideration paid to AON to acquire the contract for the admunistration of the muners’ personal injury
bability claims on behalf of the Department of Trade and Industry

15 Impawrment of goodwill
Goodwill acquired through business combinations has been allocated for impairment testing purposes to the groups of cash generating urits (CGLUIs)
lsted below These represent the lowest level within the Group at which goodwall is monitored by management for Intemal reporting purposes

The significant groups of CGUs identified are Property Consultancy, MR Solutions, Insurance & Speaalist Services, Registrar Services, Finanaal Services
and Life & Pensions The remaining groups of CGUs are included in the ‘balance of CGUs’ column

The recoverable amount of alt the CGUs 1s based on a value in use calculation using cash flow projections based on the Latest one year budget forecast
extrapolated for four future years by a growth rate applicable to each urit, an appropnate terminal value based on a perpeturty caleulation using mil real
growth s then added A discount rate of 11 1% 1s then applied to these projections

Compound growth rates {years 2-5) %
Property Consultancy 101
HR Solutions 101
Insurance & Specialist Services 99
Registrar Services 87
Finanaal Services 87
Life & Pensions 98
Balance of CGUs (weighted average growth rate) 85

The growth rates used do not exceed published industry estimates
Cammying amount of goodwill allocated to groups of cash generating units

Ireurance
Property & Speczatlist Regstrar Franaal Ufe & Balance
Consudtancy HR Solutions Services Services Servces Pensions of CGlLs Total
£m £Em im £m £m £m £m £m
2007
Goodwll 470 820 2020 1054 g2 482 1270 692.8
2006

Goodwall 461 807 1677 936 73 265 975 5894
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15 Impairment of goodwall {continued)
The key assumptions used in the impaiment testing were as follows.

& Profit before mterest and taxabion
+ Discount rates
s Rates of growth n CGUs for the years 2to 5

Profit before interest and taxation
The profit before interest and taxation i1s based on the assumption that future margms will remain at the levels curently being achieved

Discount rate
The discount rate reflects management’s estimate of the gross cost of capital employed for the groups of CGUs listed above This is the benchmark
established to assess operating performance and to evaluate future capital investment proposals

Rates of growth in cash generating units beyond the budget period
Growth rate assumptions are based on, as far as possible, published industry research

Goodwillimpairment
Management believes that no reasonably possible change in the key assumptions above would cause any of the Wdentified CGUs to becomne impaired

16 Finanaial assets

2007 2006
Current £m £m
Cash flow hedges 09 -
09 -
2007 2006
£m £m

Non Current finanaal assets
Avatlable for sale investments’ 03 03
Investment loan® 291 125
Financial assets at fair value through the income statement’ 254 198
Cash flow hedges* 47 -
Currency swaps‘ 10 -
Interast rate swap® 01 -
investment in a joint venture® - -
606 326

Tavailable for sale assets ncludes mvestments m unlisted ordinary shares The unlisted ordinary shares, for which there 1s no immediately identdfiable
market and which have no fixed maturity date or coupon rate, are camied at cost less prowision for any impairment

“The Group has entered into a funding arrangement with Optima Legal Services Limited (OLSL) and dunng the year has provided it with an additional
£16 6m (2006 £12 5m) to fund that company’s acquisition of further volume legal services bustnesses. In addition, with regard to the prior year, the
Group entered into an option agreement to acquire the shares of OLSL for £1n the event that Law Society rules are amended to allow the Group to
own the shares in this type of legal services company

¥ inancial assets at farr value through the income statement include investments in units, held in the Greup’s insurance captives The units are held in
managed funds {comprising units of equities and other assets) which are traded wath a quoted market price in an active market. An explanation of the
Group's accounting policy with regard to these assets is contained in note 2(m) on page 71 These were classified as avallable-for-sale assets in the
previous period The reclassification was done as 1t properly reflects the nature of these assets

*Detatls of the Interest rate swap, currency swaps and cash flow hedges are contained in note 25

*The investment in a Joint venture disclosed above represents the Group's interest i a syndicate (for which the Group prowides administrative outsourcing
services) operating In the Lloyd's market, through its joint venture ownership of Cobex Corporate Member No 1 Limited (Cobex} in conjunction with the
Group’s msurance partners. The assets and habilities of this syndicate are as follows
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16 Finanaal assets (continued)
2007
£m
Investrnents 54
Reinsurance assets 57
Other debtors 26
Cash and cash equivalents 108
Total assets 245
Case reserves (106)
Incurred but not reported (96)
Unallocated loss adjustment expense @4
Other creditors (18)
Accruals and deferred income (01)
Total labilities (24 5)
Net position -

The table above reflects the Cobex share of the assets and liabilities of the Syndicate, Cobex s owned 50 1% by CMGL Holdings Lirruted (a wholly owned
subsidiary of The Capita Group Ple), the remainder being owned by our insurance partner Cobex has in place a quota share arrangement wath its insurance
partner such that only B 86% of any profit or loss declared by the Syndicate, in respect of Cobex, would be attnbutable to the Group

The Group has no nghts over the assets or liabilities of the Syndicate other than to the extent that it will recerve distnbuted profits or contnbute to relieve
losses The Group has in place a letter of credit amounting to £505,000 which 1s the maximum exposure that the Group has to losses generated within
the Syndicate

17 Busmess combmations
The Group made a number of acquisitions in 2007, of which only two, the acquisition of Harry Weeks and CMGL are considered matenal and thus
disclosed separately, the remainder are shown in aggregate The book and fair values of the assets acquired are disciosed in the tables below

Fair value Fair value
Book valies  adjustments to Group
Harry Weeks {now known as Evolw Rail Systems Limited) £m £m £m
Intangible assets - 45 45
Property, plant and equipment 02 - 02
Deferred tax 03 - 03
Debtors 23 (04) 19
Cash and short term deposits 0.2 - 02
Creditors (25) (0.2) 27
Net assets 0s 39 44
Goodwill ansing on acquisition 181
225

Discharged by
Cash 225

Harry Weeks includes Harry Weeks Travel & Leisure Group Limited, a business travel software provider via its Evolvi and Travelpackonline
software products

The Group acquired 100% of the ordinary share caprtal of Harry Weeks on 2 February 2007 From the date of acquistion Hamy Weeks has contnbuted
£0 6m to the net profit after tax of the Group Had the combination taken place at the beginning of the year the profit after tax of the Group would have
been £166 1m and the revenue from continuing operations would have been £2,079 4m

Within goodwill are certain intangibles that were not separable from the acquirees and could not be measured rebably These items include customer
loyalty and the assembled workforce

SIUNOIZY
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17 Busmess combinatrons (contnued)
Fair value Fair value
Book vaiues toGroup
CMGL Group of compames £m £m £m
Intangible assets - 74 74
Property, plant and equipment 0Ss - 0.5
Deferred tax 17 - 17
Debtors 37 - 37
Cash and short term deposits (2.0) - (20)
Credrtors 97 (.2) (109)
Long term debt {69} - (69)
Corporation tax (0.2) - (0.2)
Net assets (129) 62 (67)
Goodwill ansing on acquisition 270
203
Discharged by
Cash o 144
Loan notes 59
203

CMGL Group 15 a leading provider of cutsourced daims and insurance management services to FTSE quoted companies, general insurers, Lloyd's
underwnters and London Market companies.

The Group acquired 100% of the ordinary share capital of CMGL on 31 March 2007 From the date of acquisition CMGL has contnbuted £1 43m to the
net profit after tax of the Group Had the combination taken place at the beginning of the year the profit after tax of the Group would have been £163 7m
and the revenue from continuing operations would have been £2,107 6m

Within goodwill are certain intangibles that were not separable from the acquirees and could not be measured reliably These items include customer
loyalty and the assembled workforce

Fair value Fair valte

Bookvalues  adjustments to Group

Other acquisitions £m £m £m
Intangible assets - 32 32
Property, plant and equipment os - o8
Deferred tax 13 - 1.3
Debtors 6.2 02 64
Cash and short term deposits 6.2 - 6.2
Creditors {128) (04) (13.2)
Net assots 17 30 47
Goodwill ansing on acquisition 479
526

Discharged by

Cash 526

Dunng the year deferred consideration of £5 2m was paid in respect of acquisttions made in pnior years, of which £4 5m had been previously provided,
the impact of this was to increase goodwill by £0 7Tm.

Deferred consideration which 1s expected to be paid has been accrued in respect of acquisitrons made in the current year amounting to £7 8m The impact
of this i1s to increase goodwill by the same amount.

As required by 1AS 12 deferred taxation is calculated on intangible assets recogrused as a result of an acquisition, the impact of this was to increase
goodwll iIn 2007 by £4 3m and to areate a deferred tax bability of the same amount.

As a result of the above, total goodwill of £105 8m was recognised in the year

Other acquisitions n the year included Aspen (Actuanes & Pension Consultants) Limited (now known as Capita Hartshead (Actuanes & Pension
Consultants) Limited), Higham Dunnet Shaw Plc {now known as Capita Hartshead Solutions Linited), Global Fund Adrrunistration Limited {now known
as Capita Financial Administrators (Gibraltar) Limited, M V R A. imited, Eagle Managernent Serwices Limited and CPFR Solutions Limited

The performance of these acquisitions post their inclusion in the Group cannot be ascertained as they have been fully integrated wathin exasting offenngs

Within goodwll are certain intangibles that were not separable from the acquirees and could not be measured reliably These items include customer
loyalty and the assembled workforce

In January 2008 the Group acqurred the entire share caprtal of Nieuwenhuis Sesvices B V for a consideration of €5 3m, with a further € 2 7m payable aver
the next four years subject to the business achieving certam performance targets
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7 Business combinations (contimnued)
2006 acquisitions
The Group made a number of acquisitions i 2006, which are shown in aggregate below

Far value Far value

Book values adpstrnents o Croup

£m £m £m

Intangible assets - 87 87
Property, plant and equipment 32 (09) 23
Deferred tax 12 - 12
Debtors 54 04) 50
Cash and short terrn deposits 10 - 10
Creditors (65) {10} {75)
Obligations under finance leases o7 - {07)
Provisions {03) - (03)
Long term debt (27) - (27
Corporation tax (05) - {05)
Net assets 01 64 65
Goodwill ansing on acquisition 276
341

Dhscharged by

Cash 341

During 2006 deferred consideration of £3 5m was paid in respect of acquisitions made in pnior years, of which £3 Sm had been provided, there was
no impact on goodwill

Deferred consideration which was expected to be pard was accrued in respect of acquisstions made in 2006 and pnor years amounting to £9 1m.
The impact of this was to increase goodwll by the same amount.

As required by 1AS 12 deferved taxation 1s calculated on intangble assets recognised as a result of an acquisition, the impact of this was to increase
goodwll in 2006 by £2 6m and to create a deferred tax Liability of the same amount.

As aresult of the above, total goodwill of £39 3m was recognised in 2006

Acquisttions in 2006 included the Sinclair Henderson group of companies, Ruddle Wilkinson Limited, Synaptic Systemns Lirnited, Webline Limited
(now known as Capita Financial Software Limited), Stirling Trustees Limited and Two Ten Communications Limited

The performance of these acquisitions post their ndlusion in the Group could not be ascertained as they had been fully integrated within
existing cffenngs

Within goodwill there were certain intangibles that were not separable from the acquirees and could not be measured reliably These rtems included
customer loyalty and the assermbled workforce

18 Trade and other recevables
2007 2006
Current £m £m
Trade recervables 2459 2214
Other recenvables 295 255
Gross amounts due from customers on construction contracts 11 93
Prepayments and accrued income 1699 1387
456 4 3949
Non-current zog: 2ﬁ
Other recenvables 15 04
Prepayrnents and accrued income 96 64
11 68

Trade recervables are non-interest beanng and are generally on 30 days’ termns,
At 31 December 2007, trade recervables at a nominal value of £4 2m (2006 £4 4m) were imparred and fully provided for

SJUNE2Y
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18 Trade and other recervables (continued)
Movements in the provision for impainment of trade recevables were as follows
2007 2006
£m £m
At 1 January 44 40
Charge for year 33 25
Amounts written off {09) (01)
Unused amounts reversed (26) (rAu]
T 4.2 44
As at 31 December, the analysis of trade receivables that were past due but not impaired is as foltows
st Past due but not erpared
due nor More than
Total mpared  O-3months  4-6months  7-12 months 12 months
Em Em £m Em £m £m
2007 2459 197 4 427 58 - -
2006 2214 1812 360 42 - -
19 Cash at bank and in hand
2007 2006
£m £m
Cash at bank and in hand o8 97
Cash at bank eams interest at floating rates based on daily bank deposit rates The fair value of cash Is the same as the carrying amount above
20 Trade and other payables
2007 2006
Current £m £m
Trade payables 565 475
Cther payables 833 597
Other taxes and social security 64.2 570
Gross amounts due to custorners on construction contracts 21 2.2
Accruals and deferred income 3384 2739
Deferred consideration payable 124 91
5569 4494
Non-current
Accruals and deferred income 92 08
9.2 08
Trade payables are non-interest bearing and are normally settled on terms agreed wth suppliers
21 Construction contracts
Presented in the table below are disclosures wath regard to the Group's property consultancy busmess where the prowision, as a sub-contractor,
1s architectural, structural or another service that results in the construction of a new asset,
2007 2006
£m Em
Contract revenue recogrised in relation to construction contracts in the year 107 8 705
Aggregate costs incurred and recogrised profits (less losses) to date 129 1010
Gross amount due from customers for construction contracts m 93
Gross amount due to customers on construction contracts 21 22
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22 Finanaal babilities
2007 2006
Current £m £m
Bank overdraft 461 05
Oblgations under finance leases (note 23} 0.2 02
Unsecured loan notes 17 222
Asset-based secuntised financing {see below) 97 275
577 504
Non-current
Obligations under finance leases (note 23) - 03
Bonds 4611 3720
Currency swaps 191 64
480.2 3787

The acquisition of BDML included insurance debtors subject to a securitisation agreement’ The purpose of thus arrangement 1s to securttise customer
recenvables, denved through the provision of instalment credit facilities to Insurance customers of the company The company sells said recevables,
with no immediate effect on the income statement, for cash to a third party (Gresham in this case} Gresham takes on the nghts and responsibilities of
these recervables such that the terms of this agreement dictate that Gresham has no recourse to BDML beyond 14% of the total recevable secuntised

The obligations under finance leases are secured on the assets being financed The bank overdraft, bonds and loan notes are unsecured The bank overdraft
for the current period attracts interest at standard rates The bank overdraft disclosed as a comparative was held with The Royal Bank of Scotland and
therefore there was no nght of set off It attracted interest at standard rates The bonds effectively bear interest at a rate based on 6 month LIBOR

Loan notes issued dunng the year amounted to £5 9m (2006 £nii), further loan notes of £8 2m were assumed through business acquisition and £34 6m
{2006 £0 3m) were repaid The interest rates attributable to the loan notes are fixed for each new issue These rates ranged from 3 45% to 5 25%
The loan notes issued in the year bear interest at Bank of England base rate minus 35 basis points The outstanding loan notes totalling £17rm are

repayable on demand and have a final matunty date of 29 March 2009
The Group has 1ssued guaranteed unsecured bonds as follows.

Interest rate Value
Bond %  Denomnation £m Matunty
Issued 2002
Senes B 644 GBP* 550 20 june 2009
Issued 2005
Senes A 0525 above 6m LIBOR GBP S00 28 September 2013
Senes B 0525 above 6m LIBOR GBP 250 28 September 2015
Total of sterling denominated bonds 1300
ussm
Issued 2002
Senes A 610 LUSss** 660 20 June 2009
Senes C 647 USE** 360 20 June 2012
Issued 2006
Series A §74 Uss** 600 28 June 2013
Series B 588 USS** 1300 28 June 2016
Senes A 566 Lss** no 13 September 2013
Senes B 581 USS** 740 13 Septemnber 2016
Senes C 877 Uss** 600 13 September 2016
Issued 2007
Senes A 557 USS** 210 1 October 2014
Senes B 588 uss** 1780 11 October 2017
6370
Total of US$ denormunated bonds (GBP £3311m)

All senes are unsecured and rank pan passu in all respects apart from those detailed above

*The Group has entered rito an interest rate swap to convert the mterest cost to floatmg rate based on § month LIBOR.

“*The Group has entered nto curency swaps for the 155 1ssues to achieve a floating rate of mterest based on 6 month LIBOR Further disdesure on the Group's use of hedges ts ncluded n note 25
commenanig on page 89

The ssue costs incumred dunng the year amounted to £0 3m. Issue costs are spread over the Ufe of the bonds to ther matunity The unamorused balance
of 1ssue costs at the year end totalled £0 8m (2006 £0 6m)

SIUADIDY
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23 Obligations under leases and hire purchase contracts

Obligations under finance leases and hire purchase contracts

The Group uses finance leases and hire purchase contracts to acquire plant and machinery These leases have tems of renewal and purchase optiens but
no escalation clauses Renewals are at the option of the lessee

The value of future minimum lease payments and their present value, which are the same, 1s analysed as follows

2007 2006

Em £m

Not later than 1 year 02 02
Later than 1 year but not later than 5 years - 03
02 05

Operating lease agreements where the Group ss lessee
The Group has entered into commercial leases on certain properties, motor vehicles and items of plant and machinery These leases have an average
duration of between 3 and 10 years.

Future mintmum rentals payable under non-cancellable operating teases are as follows

2007 2006

£m £m

Not later than 1 year 554 537
Later than 1 year but not later than 5 years 1393 133
Later than 5 years 807 577
2754 2247

Operating lease agreements where the Group is lessor
The Group has determined that certam executory contracts contain embedded leases as defined by IFRIC 4 ‘Determining whether an Arrangement
contains a Lease’ Accordmngly, these are accounted for as leases in accordance with 1AS 17 'Leases’

Future minimum rentals recervable under these embedded operating leases are as follows.

2007 2006

Em Em

Not later than 1 year 15 181
Later than 1 year but not later than 5 years - 15
15 196

24 Provisions

Property

Provision

£m

At 1 January 2007 17
Utilisation (10)
Additional provisions in the year 18
Unwinding of interest on discounted provisions 01
At 31 December 2007 26

The property provision 1s made on a discounted basis for the future rent expense and related cost of leasehold property (net of estmated sub-lease
income) where the space 1s vacant or currently not planned to be used for ongong operations The expectation Is that this expenditure will be incurred
over the remaining penods of the leases which range from one to six years
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25 Finanaal mstruments

Finanaal nsk management objectives and policies
The Group’s prnaipal financial instruments, other than dervatives, compnise bank loans, bond 1ssues, loan notes, finance leases and cash The man

a9

purpose of these financial instruments 1s to raise finance for the Group’s operations The Group also has varous other finanaial instruments such as trade

recervables and trade payables, which anise directly from its operations.

The Group also enters into dervative transactions, pnmanly interest rate swaps and forward currency contracts The purpose is to manage the interest

rate and currency nsks ansing from the Group's operations and its sources of finance

1t 15, and has been throughout the penod under review, the Group's policy that no trading in financial instruments shall be undertaken

The main nisks ansing from the Group's financial instruments are mterest rate nsk, foreign currency nisk, aredit nsk and iquidity nsk. The Board reviews and
agrees policies for managing each of these nsks and they are summansed below

Classficatron of financial instruments

The following table analyses by dassification and category all of the Group’s finanaal mstruments (excluding short term debtors and creditors) that are

carned in the finanaal statements The values represent both the carmying amounts and the fair value

At fzirvalue
through the Dertvatives
Avallable for income Loans and used for Liabilithes at
At 31 December 2007 e hedipe amorsede i
Financial assets
Investments In units - 254 - - - 254
Unlisted equity secunties 03 - - - - 03
Investrnent loan - - 291 - - 291
Cash flow hedges - - - 56 - 56
Interest rate swaps - - - 01 - 01
Cash m hand - - 08 - - 08
Currency swaps - - 10 - 10
03 254 299 67 - 623
Financial Labilities
Bank overdraft - - 461 - - 461
Oblgations under finance leases - - - - 02 0.2
Unsecured loan notes - - - - 17 17
Bonds - - 4611 - - 4611
Asset-based secuntised financing - - 97 - - 97
Currency swaps - - - 191 - 191
- - 5169 191 19 5379
At far value
through the Denvatives
Available for nome Loans and used for Liabuirhes at
At 31 December 2006 ™ Ta hedge  emartsed e hr=
Finanaal assets
Investments in units - 198 - - - 198
Unlisted equity securtties 03 - - - - 03
Investment loan - - 125 - - 125
Cashin hand - 97 - - a7
03 198 222 - - 423
Financial babilitres
Bank overdraft - - 0S - - 0s
Obligations under finance leases - - - - 05 05
Unsecured loan notes - - - - 222 222
Bonds - - 3720 - - 3720
Asset-based secuntised financing - - 275 - - 275
Currency swaps - - - 64 - 64
- - 4000 64 227 4291

The fair value of finanaal mstrurnents has been calculated by discounting the expected future cash flows at prevailing interest rates, except for unlisted

equity secunties and investment loans Unlistad equity securities and investment loans are held at amortised cost.

STUNGIDY
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25 Financal mstruments (contmued)
interest rate sk
The Group's exposure to the nsk of changes in market interest rates relates pnmanly to the Group's long term debt obligations with floating interest rates

The Group's policy 15 to manage its interest cost using a mux of fixed and vanable rate debts To manage this, the Group enters into interest rate swaps,
n which the Group agrees to exchange, at speafied intervals, the difference between fixed and vanable rate interest amounts calculated by reference
1o an agreed upon notional pnncipal amount. These swaps are designated to hedge underlying debt obbgations

The interest rate profile of the finanaal assets and habilities of the Group as at 31 December 15 as follows.

Withn . Bert Bet Bety More than
At 31 December 2007 Yo e Prm YYm YYm s frs=
Fixed rate
Loan notes 17 - - - - - 17
Obligations under finance leases 0.2 - - - - - 0.2
Floating rate
Cash in hand (0o8) - - - - - (o8)
Overdrafts 461 - - - - - 461
Investment loan - - - - {291) (291)
Assets available for sale - (©3) - - - - {03)
At far value through income statement - (25 4) - - - - (25 4)
Bonds - 884 - - 87 3540 4611
Asset-based securitised financing 97 - - - - - 87
Cash flow hedges (09) (03) (0.3) {0.5) (0 4) (32) (5 6)
Interest rate swap - (01) - - - - (01)
Foreign currency swaps - - - - - (10} (10)
Foreign currency swaps - 18 - - 60 13 151

The effect of the interest rate swap and the currency swap are disclosed below Bonds are classified as floating rate due to the effect of the interest and
CurTency swaps.

Withe Bty B 1 B 1 B Mare than

At 31 December 2006 Y e P e e e =
Fixed rate

Loan notes 222 - - - - - 222
Obligations under finance leases 02 03 - - - - 05
Floating rate

Cash and cash equvalents (97 - - - - - (97)
Overdrafts 05 - - - - - 05
Investment loan - - (125) - - - (125)
Assets available for sale - (03) - - - - {03)
At far value through income statement - {198) - - - - (198)
Bonds - - 992 - - 2728 3720
Asset-based securitised financing 275 - - - - - 275
Interest rate swap - - - - - - -
Foreign currency swap - - 10 - - 54 64

The following table demonstrates the sensitivity to areasonably possible change ininterest rates, with all other vanables held constant, of the Group's
profit before tax (through the impact on floating rate borrowings) There 1s no impact on the Group's equity

Incease/  Effect onprofit
before tax

[decrease) i
basis poaits Em
2007 125/(125) (60)/60

2006 92/(32) (3535
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25 Finanaal instruments (continued)

Foreign currency risk

The Group has exposure to foreign currency nsk where it has investments n overseas operations which are affected by foreign exchange movernents
The Group 1s not generally exposed to significant foreign currency nsk except in respect of its overseas operations In India which generate exposure to
maovements in the INR/GBP exchange rates The Group seeks to mitigate the effect of this exposure by entening forward currency contracts (in the form
of Non-deliverable Forward Contracts (NDFs)) to fix the GBP cost of highly probable forecast transactions denorminated m INR

It 15 the Group's policy to negotiate the terms of the hedge denvatives to match the terms of the hedged tems in order to maximise hedge effectiveness

At 31 December 2007, the Group had cash flow hedges in place to match its forecast monthly INR costs in 2008 and each year up to and mcluding 2019
These forecast INR costs have been determined on the basis of the underlying cash flows, associated with the delivery of services under signed contracts
which run to 2019 These hedges were implemented dunng the cumrent year

The followang table demonstrates the sensitivity to a reasonably possible change in the INR/GBP exchange rate, with all other vanables held constant,
of the Group's profit before tax and the Group's equity due to changes in the fair value of the Group’s forward exchange contracts

Increase/

(decrease)  Effect on profit Effect on

nINR before tax equity

exchange rate Em £m

2007 8.2% - 144

2006 nfa - -

Hedges

Fair value hedges

The Group has in 1ssue fixed rate dollar and sterling bords which 1t has hedged through a combination of interest rate and currency swaps

At 31 Decernber 2007 and 31 December 2006, the Group had an interest rate swap in place with a notional amount of £55 Om whereby it receives a fixed
rate of interest of 6 44% and pays a vanable rate based on 6 month LIBOR The swap is being used to hedge the exposure to changes in the fair value of
£55 0m of the Group's 6 44% bonds.

At December 2007 and December 2006, the Group had m place currency swaps whereby it receives a fixed rate of interest and pays a vaniable rate based
on 6 month LIBOR

The swaps are being used to hedge the exposure to changes in the value of its US dollar 1ssued bonds The unsecured bonds, cumency and interest rate
swaps have the same critical terms including the amount and the date of matunty (see note 22) The Group may, at its option, upon notice of not less
than 30 days and not more than 60 days, repay at any time all or part of the notes at no more than the present value of future payments. In addstion,
the Group has covenanted to matntain a specified consolidated leverage ratio and a consolidated net interest expense coverage ratio

Cash flow hedges
As noted above, the Group holds a series of forward exchange currency contracts in the form of NDFs designated as hedges of highly probable forecast
transactions in INR of the Group's Indian operations

2007 2006
Assets Labilities Assets Liabiites
Forward exchange contracts £m £m Em £m

Fair value 56 - - -

The terms of the forward currency contracts have been negotiated to match the terms of the commitments

The cash flow hedges in respect of the highly probable forecast monthly costs denominated in INR up to 2019 were assessed to be highly effective and as
at 31 December 2007, a net unrealised gain of £5 6m, with a deferred tax charge of £1 6m, was included in equity inrespect of these contracts

Creditrisk

The Group trades only with recognised, areditworthy third parties It is the Group's policy that all custorners who wish to trade on credit terms are subject
to credit verification procedures In addition, recewvable balances are monrtored on an ongoing basis with the result that the Group’s exposure to bad debts
1s not significant.

With respect to aredit nsk ansing from the other financial assets of the Group, which comprise cash and cash equivalents, available for sale finanaal
investments, investment loan, financial assets at fair value through the income statement, mvestment in a jont venture and certain denvative
instruments, the Group’s exposure to credit nsk anses from default of the counterparty

The Group has a maximum exposure equal to the camying amount of the above receivables and instruments
The Group has a master netting amangement in respect of its banking facilittes resulting in the legal night of set-off for rts overdraft and cash balances

SN0y
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25 Finanaal mstruments (continued)

Liquidity nsk
The Group monttors rts nsk to a shortage of funds using a recurning Liquidity planning tool. This tool considers the matunity of both its finanaal
investments and financial assets (e g accounts recevable, other financial assets) and projected cash flows from operations

The Group’s objective 1s to maintain a balance between continuity of funding and flexibility through the use of bank overdrafts, bank loans, loan notes,
bonds and finance leases.

The table below summanses the matunty profile of the Group’s financial babilities at 37 December 2007 based on contractual payments
Within Between Between Between Between More than

At 31 December 2007 Tyear F2years Zageas  dyms 45y Syears Toua
Loan notes 17 - - - - - 17
Obligations under finance leases 0.2 - - - - - 02
Overdrafts 461 - - - - - 461
Bonds - 884 - - 187 3540 4611
Asset-based secuntised financing 97 - - - - - 97
Foreign currency swaps - ns - - 60 13 191
577 100.2 - - 247 3553 5379
Within Between Between Between Between Move than
At 31 December 2006 Ve TR Prm TR Y o o
Loan notes 222 - - - - - 222
Obligations under finance leases 02 03 - - - - 05
Overdrafts 05 - - - - - 05
Bonds - - 952 - - 2728 3720
Asset-based securised financing 275 - - - - - 275
interest rate swap - - - - - - -
Foreign currency swaps - - 10 - - 54 64
504 03 1002 - - 2782 4291
Capital management

The primary objective of the Group’s capital management 1s to ensure that it maintains a strong credit rating and healthy capital ratios to support s
business and maximise shareholder value

The Group manages its capital structure and makes adjustments to it, in the light of changes n economic conditions To mantan or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, retum capital to shareholders or 1ssue new shares No changes were made in the
objectives, policies or processes during the years ended 31 December 2007 and 31 December 2006

The Group does not set a target level of geanng but uses capital opporturustically to add value for shareholders The key disciplne adopted by the Group
15 10 widen the margin between the return on capital employed and the cost of that caprtal as shown in the business review on page 19

The table below presents quantitative data for the components the Group manages as capital

2007 2006

£m £m

Shareholders’ funds 3318 3258
Bank overdraft 461 05
Finance leases 02 05
Unsecured loan notes 17 222
Bonds 4611 3720
Currency and interest rate swaps 180 64

At 31 December 8589 727 4
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26 Authonsed and ssued share capital

2007 2006 2007 2006

Mitlion Milion £m £m
Authonsed
Ordinary shares of 2 1/15p {2006 ordinary shares of 2p each) 9677 10000 200 200
Allotted, called up and fully pad
Ordinary shares of 2 1/15p each (pre 14 September 2007 ordinary shares of 2p each)
At 1 January - ordinary shares of 2p each 617 6 6710 123 134
Shares repurchased — ordinary shares of 2p each (66) (529) (01) (1)
Issued on exercise of share options - ordinary shares of 2p each 79 16 4 02 04
Reduction in tssued shares on consclidation - see below (200) - - -
Issued on exercise of share options — ordinary shares of 2 1/15p each 101 - 02 -
Treasury shares cancelled - ordinary shares of 2 1/15p each (2006 2p each) - (169) - (04)
At 31 December — ordinary shares of 2 1/15p (2006 ordinary shares of 2p each) 6090 6176 126 123

In September 2007, The Capita Group Plc, by ardinary resolution, approved a share consobidation whereby shareholders on the register on 14 Septernber
2007 exchanged 31 exasting ordinary shares of 2p for 30 new ordinary shares of 2 1/15p each. The effect of the share consolidation was to reduce the
authensed share caprtal of the company to 967,741,920 ordinary shares of 2 ¥/1sp each and to reduce the number of shares in issue by 20m

Duning the year the Group repurchased 6 6m ordinary 2p shares with an aggregate norminal value of £0 1m at a total cost of £43 6m for which it paid cash
at an average cost per share of £6 66 These shares were cancelled

During the year 7 9m ordinary 2p shares with an aggregate norminal value of £0 2m were 1ssued under share option schemes for a total consideration
of £29 5m

In addition, 10 1m ordinary 2 /15p shares with an aggregate nominal value of £0 2m were 1ssued under share option schernes for a total consideration
of £37 7m

Treasury shares pél"'d Muzg wﬁ;n Mg},}
Ordmary shares of 2 1/15p (2006 2p each)

At 1 January - 169 - 04
Shares cancelled —ordinary shares of 2p each - {169) - (04)

Shares repurchased — 41,163 ordinary 2 1/1sp shares - - - -
At 31 December - ordinary shares of 2 1/15p each (2006 2p each) - - - -

Dunng the year the Group repurchased 41,163 ordinary 2 V/15p shares with an aggregate nomenal value of £851 to be held in treasury for which it paid
cash The wesghted average cost of each share was £6 61 and the total consideration for these shares was £272,219

The Group has an unexpired authority to repurchase up to 10% of its issued share capital.

27 Share based payment plans
The Group operates several share based payment plans as follows.

Deferred Annual Bonus Plan

This scheme 1s applicable to Executive Directors and Divisional Executrve Directors Under this schermne awards are made annually consisting of Deferred
Shares, which are linked to the payout under the Annual Bonus Schemne (details of which are contamed i the Directors’ remuneration report) and
Matching Shares The value of Deferrad Shares 1s determined by the payout under the Annuat Bonus Scheme half of the annual bonus 1s paid in cash and
the remainder s compulsonly deferred on a gross basis into Deferred Shares The Deferred Shares are held for a period of three years from the date of
award dunng which they are not forfeitable, except in the case of dismussal for gross misconduct.

A condironal award of Matching Shares is made at the same time as the award of Deferred Shares Participants will be ebigible to receive up to 15
Matching Shares for every Deferred Share Matching Shares will vest after the three year holding penod to the extent to which performance conditions
have been met. 33 3% of the Matching Shares wll vest if growth in the Company’s eamings per share {EPS) is equal to growth in the UK Retall Pnce Index
{RP1} plus 6% per annum, nsing on a straight-line basis to 100% vesting If growth In the Company’s EPS is equal to or greater than growth in the RPI plus
16% per annum. The performance condition attached to the awards may be amended by the Group Remuneration Commuttee, a sub-committee of the
Group Board, from time to time, subject to the new condtion being no less demanding than the enginal condition,
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27 Share based payment plans {continued)

Long Term Indexed Share Appreaation Scheme (LTISAS)

The LTISAS was only open to the Executive Directors and the Dvisional Executive Directors. Under the scheme, partiapants were provided with two equal
tranches of 600,000 options The cniteria were the same for each of these grants and therefore both tranches had performance penods that ended on

31 December 2006 The exeraise price of the option was restated in line with the FTSE All Share Index from the date of grant to 25 November 2007

The restated exerase pnces were £3 48 for the 2002 award and £4 74 for the 2004 award This feature ensured that partiapants enly gamed if the share
price out-performed the index. Options became exerasable, over the performance pened, subject to the growth in the Company's EPS exceeding certain
targets as follows

As growth in the Company's EPS over the three year penod to 31 December 2006 exceeded RPI growth by 17 63, 100% of the options vested
{representing 1,200,000 shares per partiapant) and became exercisable on 25 Navember 2007

The last award under the LTISAS was made in Novernber 2004 and vested in full on 31 Decemnber 2006 and no further awards will be made under
this plan

1997 Executrve Share Option Scheme

Ttus scheme 15 open to seruor employees other than Executive Directors and Divisional Executive Directors. The exercise price of the options 15 equal to the
market price of the shares on the date of grant. Options granted under this scheme become exerasable if the growth in the Company’s EPS exceeds the
growth in RPI by 8% over the three year vesting period from the date of grant. The contractual Life of each option granted is seven years. There are no cash
settlernent alteratives.

Capita Sharesave Scheme

This s an employee Save As You Eam scheme open to all Capita employees. Under this scherme, employees are granted share options at a discount
to the market pnce at the date of grant. The discount is currentty nil (2006 nil, 2005 10% and 20% prior to 2005} The options become exercisable
for a six month period following completion of a three or five year savings penod There are no performance conditions attached to these options

The expense recognised for share based payments in respect of employee services receved dunng the year to 31 December 2007 was £8 6m
(2006 £8 5m), all of which anses from equity-settled share based payment transactions

The following table illustrates the number and weighted average exercise prices {WAEP) of, and movements in, share options duning the year {exctudimg
Deferred Annual Bonus Plan and LTISAS)

2007 2007 2006 2006

Number WAEP tumber WAEP

Outstanding as at 1 January 28,907,177 £365 42679159 £329
Granted dunng the year 5478529 £689 5240564 £472
Exerased (10,776,015) £354 (16,214,092) £312
Forferted (2,792,080) £391 (2,458,650) £278
Expired duning the year (162,278) £4 07 {(339,804) £338
Outstanding as at 31 December’ 20,655,333 E454 28907177 £365
Exercisable at 31 December 4,829,267 £345 11,859.421 £395

"included within this balance are options over 6,418,161 {2006 11,012,567} shares that have nat been recognised in accordance with IFRS 2 as the options were granted on or befora 7 Navember 2002
These options have not been subsequently modified and therefore do not need ta be accounted for i accordance with [FRS 2

The options have been exercised on a regular basis throughout the year and the weighted average share pnce dunng the year was £7 03 (2006 £4 97)

As noted above under the LTISAS scheme two tranches of 600,000 share options have been issued to each partiapant in the scheme Both were deemed
to have been granted n November 2002 The first tranche, totalling 5,400,000 share options, was awarded and issued in Nevember 2002 when the

share price was £2 16 The second tranche, also totalling 5,400,000 share options, was awarded in November 2002 and issued in November 2004 when
the share price was £3 51 Both tranches of share options became exerasable on 25 November 2007, with a weighted average exercise price of £4 11
Dunng the year, 7,200,000 share options under this scheme were exercised at a weighted average exerase pnice of £4 01, thus the total number of
options outstanding under this scheme was 3,493,333 at 31 December 2007 (2006 10,693,333) The weighted average exercise pnce of these exerasable
share options at 31 December 2007 was £4 32

The total cash value of the Deferred Shares awarded duning the year under the Deferred Annual Bonus plan, discussed above, was £15m (2006 £1 5m)
The Matching Shares allocation n respect of the 2006 awards under this plan charged in 2007 was £0 6m

The weighted average fair value of options granted dunng the year was £111 (2006 £100) The range of exercise pces for all options outstanding
at the end of the year was £1 88 to £7 33 (2006 £0 71to £5 35)

The far value of equity-settied share options granted 1s estimated as at the date of grant using a multiple ssimulation optien pnang valuation model,
taking into account the terms and condrtions upon which the options were granted The followang table Usts the inputs to the model used for the years
ended 31 December 2007 and 31 December 2006

2007 2006
Dridend yreld (%) 15 15
Expected share price volatility {%) 1900 2476
Rusk free mterest rate (36) 497 45
Expected Ufe of option (years) 362 443
Woeighted average share pnce of options granted dunng the year £6 89 £472

The expected life of the options 15 based on tustonical data and s not necessanty indicative of exerase patterns that may occur The expected volatility
reflects the assumption that the histonical volatility 15 indicative of future trends, which may also not necessanly be the actual outcome No other features
of options grant were incorporated into the measurement of fair value
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28 Reconaliation of movemnents in equity

Capaal agrercy Net
Shae Share Treaswy  redempuion Reared  oanslanon  wrealsed Total Mincrity
capxtal presrum shares reserve camags FESEIVE A reserve squAty nerests Total
im £m £m £m £m £m £m £m £m £m
At 1 January 2006 134 2581 (04) 02 1258 03 - 397 4 02 3976
Total recogmsed income and -
expense for the year - - - - 1639 (07) 1632 (01 1831
Share based payment - - - - 85 - - 85 - 85
Purchase of own shares — -
cancelled (1) - - 11 {2449) - (2449) - (2449
Share transaction costs - - - - (12) - - (12) - (12)
Shares 1ssued 04 500 - - - - - 504 - 504
Treasury shares cancelled (04) - 04 04 ©4) - - - - -
Equity dwidends paid - - - - (477) - - (477) - (47 7)
At 1 January 2007 123 3081 - 17 40 (04) - 3257 01 3258
Total recogrused income and
expense for the year - - - - 1882 11 40 1933 - 1933
Share based payrnent - - - - 86 - - 86 - 86
Purchase of own shares -
cancelled (01) - - 01 (43 6) - - (43 6) - (43 6)
Transferred to goodwill on
purchase of minonty mnterest - - - - - - - - (01) (01)
Share transaction costs - - - - (05) - - {05) - (0 5)
Shares issued 04 668 - - - - - 67.2 - 67.2
Treasury shares purchased - - - - (03) - - (0.3) - {03)
Equity dvidends paid - - - - (218 6) - - (218 6) - (218 6)
At 31 December 2007 126 3749 - 18 (62.2) o7 40 3ns - ins

Between October 2005 and March 2007, the Company sought to repurchase 61 8m of its own shares for an aggregate consideration of £289 Om
Although the company had sufficrent reserves to make these purchases at each transaction date, nmtenm accounts (as defined in the Comparnes Act 1985)
showing the requisite level of distnbutable profits had inadvertently not been filed with the Registrar of Compares, as required by the Companies Act
1985 As a result of this technicat infingement, the repurchase and cancellation of 36 8m shares, equating to £175 4m was invalid This stuation was
rectified dunng the year with no net impact on share capital, caprtal redemption reserve and retamed eamings

Share capital - The balance classified as share capital i1s the nominal proceeds on issue of the Company’s equity share capital, comprsing 2 /15p
ordwmary shares

Share premium - The amount paid to the Company by shareholders, in cash or other consideration, over and above the nomimnal value of shares 1ssued
to them

Treasury shares — Shares that have been bought back by the Company, which are available for retirement or resale, shares held in treasury have no voting
nghts and do not have entitlement to a dvidend

Capital redemption reserve — The Company can redeem shares by repaying the nominal value to the shareholder, whereupon the shares are cancelled
Redemption must be from distributable profits

Forergn currency translation reserve — Gamns or losses resulting from the process of expressing amounts denominated or measured in one currency in
terms of another cumrency by use of the exchange rate between the two currences. This process is required to consobidate the financial statements of
foreign affiliates into the total Group finanaal statements and to recogruse the conversion of foreign currency or the settlernent of arecenvable or payable
denominated in foreign currency at a rate different from that at which the itern s recorded

Net unrealised gains reserve — This reserve records the port:on of the gain or loss on a hedging mstrument i a cash flow hedge that 1s determned to be
an effective hedge Also recorded here are fair value changes on available for sale investments

Retained earmings — Net profits kept to accumulate in the Group after dividends are paid and retamed in the business as working caprtal
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29 Addrtional cash flow information
Reconaliation of net cash flow to movement in net funds/(debt)
Net debt at Net debt at
1 Jarwary " 2007 Cashflow Non-cashfiow  31December
2007 [exc cash) mavemnents mavements 2007
£m £m £m £m £m
Cash and cash equivalents 97 - (89) - 08
Overdrafts {o5) - (456) - (461)
Cash 92 - (54.5) - (453)
Loan notes (22.2) - 264 (59} 17
Long term debt - (82) 82 - -
Bonds (3720) - (100 6) 1s (4611)
Currency swaps (64) - - (M7 (i81)
Interest rate swaps - - - 01 01
Finance leases (05) (01) 04 - (0.2)
Sub-total net debt 3919) (83) (1207) (60 (526 3)
Asset based secuntised finance* (27 5) - 178 - [{:2rg]
(419 4} (83) {1023) (60} (536 0)
*The instalment debtor movement represents the net movement on the underlying balances with customers
Net debt at Acquisiions Net debt at
1 n 2006 Cashflow  Mon-cash flow 31 December
2006 {exc cash) mavements movements 2006
£m £m £m fm £m
Cash and cash equivalents - - 97 - 97
Overdrafts (193) - 188 - (05)
Cash (i93) - 285 - 92
Loan notes (227} - 0Ss - (222)
Long term debt - (29) 29 - -
Bonds (198 6) - (178 6) 52 (3720)
Currency swaps (26} - - (38) {64)
Interest rate swaps 16 - - (16) -
Finance leases (02 {07 04 - (05)
Sub-total net debt (2418) (36) (146 3} (02) (3919)
Asset based secuntised finance (see note 22) (282) - 07 - (275)
(270 0) 36) {1456) 02 (419.4)

30 Caprtal commitments

At 31 December 2007, amounts contracted for but not provided in the financial statements for the acquisition of property, plant and equipment
amounted to £0 9m {2006 £2 Om) The Group has also commuitted to making a payment of £25m inrelation the Prudential contract signed in
December 2007

31 Contingent Labilties
{a) The Group has provided, through the normal course of its business, performance bonds and bank guarantees of £37 9m (2006 £7 8m)

{b) Further consideration may be due, dependent an certain performance anitena, on the acquisition of Capita Business Travel Lirited {formerly Lonsdale
Travel Linuted) {acquired 8 Navernber 2005) up to a maximum of £0 3m

(<) Further consideration may be due, dependent on certain performance antena, on the acquisition of Sinclair Henderson group of companies {acquired
15 July 2006} up to a maximum of £15m

(d) Further consideration may be due, dependent on certain performance cntena, on the acquisition of Evolwvi Rail Systems Limited (formerly Harry Weeks
Travel and Leisure Group Limited) (acquired 1 February 2007) up to a maximum of £12 0m

(e) Further consideration may be due, dependent on certain performance critena, on the acquisition of Capita Financial Adminstrators (Gibraltar) Limited
(formerly Global Fund Administration Limited) (acquired 30 March 2007) up to a maximum of £2 5m

(f) Further consideration may be due, dependent on certam performance entena, on the acquisition of the NHS Partners business {acquired 30 March
2007) up to a maximum of £0 9m

(g) Further consideration may be due, dependent on certain performance attena, on the acquisition of MV R A Holdings Limited (acquired 6 June 2007)
up to amaxmum of £1 5m
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32 Pensions
The Group operates both defined benefit and defined contribution pension schemes. These pension schemes are funded and contributions are made
to separate trustee-administered funds The assets of the pension schemes are held separately from the Group

The pension charge for the defined contnbution pension schemes for the year 1s £21 8m (2006 £17 2m)

In 2007 there was one main defined benefit penston scheme where the Group was the sole employing sponsor The Capita Pension and Life Assurance
Scheme (Caprta scheme) Grouped together under 'Other schemes’ are srmatler arrangements one scherne where the Group 15 the sole employing
sponsor; allocated sections of two mult-employer schernes in which the Group is a partiapating employer; an allocated section in an industry wade
scheme, and several schemnes to which the Group makes contnbutions under Admutted Body status to our customers’ defined benefit pension schemes
inrespect of certain TUPE employees

For the Admitted Body schemes, which are all part of the Local Gavemment Pension Schemne, the Group will only parbicipate in the schemes for a finite
period up to the end of the contracts. The Group 1s required to pay regular contabutions as deaded by the respective Scheme Actuary and as detailed in
each schemes’ Schedule of Contnbutions n addrtion, for some schemes, the Group will be required to pay any defict (as determined by the respective
Scheme Actuary) that is remaining for the notional sectron of the scheme at the end of the contract

The assets and liabilities of the defined benefit pension schemes {excluding addtional voluntary contributions) as at 31 Decernber are

Capita Other

At 31 December 2007 o e

Scheme assets at farr value

Equities/Hedge funds/Absolute retums 2489 851 3340

Bonds 561 336 897

Property 75 88 263

Insurance contracts 35 05 40

Cash/other 245 96 341

Total 3505 1376 4881

Present value of scheme Labiliies (3302) (153 5) (4837
Net asset/(bability) 203 (159) 44

Capita Other

At 31 Decemnber 2006 mgnf mnﬁﬁ GmuPUDEtrarl

Scheme assets at far value

Equities/Hedge funds/Absolute retumns 2346 794 3140

Bonds 643 322 965

Property 129 79 208

Insurance contracts 32 04 36

Cash/other 64 25 89

Total 3214 1224 4438

Present value of scheme biabilibies (328 8) {1418) (4706)
Net lability 74) [194) (26 8)

A pension asset of £20 3m has been recogrused in the current year as the Directors believe that this is fully recoverable

The pension schemes have not invested in any of the Group’s own financial iInstruments nor in properties or other assets used by the Group
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32 Pensions (contmued)
The amounts recognised in the consolidated ncome statement and in the consolidated statement of recogrused income and expense for the year are
analysed as follows.

Capita Other

Year ended 31 December 2007 S =
Recogrused in the iIncome statement:
Current service cost 79 21 200
Past service cost 13 02 15
Recogrused in arrmang at operating profit 19.2 23 215
Expected retum on scheme assets B T (228) (83) (311)
Interest cost on scheme Labilities 174 74 248
Net finance cost induded in admunistrative expenses 54 (09  (63)
Total defined benefit charge 138 14 152
Taken to the statement of recognised mcome and expense
Actual retumn on scheme assets 185 80 26.5
Less expected retum on scheme assets (22 8) (83) (317

(43) ©3) (49
Other actuanal gains 284 16 300
Actuanal gains recognised in the staternent of recognised income and expense 241 13 254

Of the total senace cost charge of £21 5m, £16 7m was included n cost of sales and £4 8m was included in administrative expenses
Capata Other

scherme schemes  Grouptotal
Year ended 31 December 2006 £m £m Em
Recogrused in the ncome statement.
Current service cost 176 24 200
Past service cost 04 - 04
Recogrised in armving at operating profit 180 24 204 |
Expected retum on scheme assets T (e @) (258) |
Interest cost on scheme Uabilities 150 63 213
Net finance cost nduded in administrative expenses [EXS] (08) (45)
Total defined benefit charge 143 16 159
Taken to the statement of recognised income and expense i
Actual retum on scheme assets ! 285 106 391
Less expected return on scheme assets (87 (71) {258)

98 35 133

Other actuartal gans and (losses) 36 (39 (03)
Actuanal gains and (losses} recognised in the statement of recogmised income and expense 134 (04) 130

Of the total service cost charge of £20 4m, £16 9m was included in cost of sales and £3 5m was included in administrative expenses
Pension contnbutions are determined based on the advice of qualified independent actuanes

Formal valuations of the Capita scheme and the FPS scheme were camed out as at 6 Apnl 2005 and 31 March 2005 respectively For the ather schermes,
the latest formal valuations were carmed out as at erther 1 Apnl 2004, 31 December 2006 or 31 March 2007 These valuations are updated by qualified
independent actuanes at each balance sheet date Schemne assets are stated at their market valuations at each respective balance sheet date

The assumption for the expected long-term rate of retum on assets has been denved by considenng the cumrent level of expected retums on nsk-free
investrnents {primanly government bonds), the historical level of the nsk premium associated with the other asset classes i which the portfolio s
invested and the expactations for future returns of each asset class The expected return for each asset was then weighted based on the target asset
allocation to develop the assumption for the expected long-term rate of retum on assets for the portfolio
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32 Pensions {continued)
Capeta scheme Other schemes
2007 2006 2007 2006
Main assumptions % % % %
Rate of pnce mflation 32 29 32 29
Rate of salary increase 42 39 42 39
Rate of increase of pensions in payment?
~inflatron capped at 5% 32 29 32 29
—inflation capped at 2 5% 23 21 23 21
Discount rate 59 52 59 52
Expected rates of return on scheme assats (net of scheme expenses)
Equities/Hedge funds/Absolute returns 76 76 76 76
Bonds 5.2 49 50to55 47to50
Property 76 76 76 76
Insurance contracts 59 52 59 52
Cash/other 55 50 55 50
Expected take up of extended Limits of tax free cash due to A day legislation 500 S00 500’ 500°
Capta scheme Other schemes’
Post retirement mortalrty T 2007 2006 2007 2006
- Current pensioners PASZMC  PASZMC  PA9ZMC  PA9ZMC
{YOB) (vOB) (OB} (YOB=1935)
rated up ratedup  ratedup ratedup
2 years 2 years 2 years 2 years
—Future pensioners PA9ZMC  PAS2MC PASZMC  PAI2MC
(YOB) (YOB) (YOB) (YOB=1965)
rated up ratedup  ratedup rated up
2years 2 years 2 years 2 years
Mortality tables above are independently prepared and published
“This does not apply to the Admrtted Body schemes
%There are other levels of pension increase which apply to particular periods of membership
3This does not apply to the Admitted Body Schemes where no allowance for the extended bmits 15 taken.
Changes in the present value of the defined benefit pension obligations are analysed as follows
ire  sems  Gopwal
£m Em £m
As at 1 January 2006 3081 1303 4384
Current service cost 76 24 200
Past service cost 04 - 04
Interest cost 150 63 213
Benefits pad {66) (24) (20)
Actuanal gains and losses (36) 39 03
Contnbutions by employees 04 13 17
Contract bulk transfers/change in dassification of plans (25) - (25)
As at 31 December 2006 3288 1418 4706
Current service cost 7o 21 200
Past service cost 13 02 15
Interest cost 174 74 248
Benefits paid {(81) {(3.3) (14)
Actuanal gains and losses (28 4) (16) (300)
Contnbutions by employees 03 1 14
Contract bulk transfers/change in classification of plans 10 58 68
As at 31 December 2007 330.2 1535 4837

The defined benefit obligation compnses £483 7m (2006 £470 6m) ansing from schemes that are wholly or partly funded
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32 Pensions {continued)
Changes in the far value of scheme assets are analysed as follows:
Captta Other
scherme schemes Group total
&m Em £m

As at 1 January 2006 2861 1093 3954
Expected retum on scheme assets 187 71 258
Contract bulk transfers/business combmations (25) - (25)
Employer contributions 55 36 191
Contnbutions by employees 04 13 17
Benefits paid {66) (24) (90}
Actuanal gains and losses 28 35 133
As at 31 December 2006 3214 122 4 4438
Expected retum on scheme assets 228 83 311
Contract bulk transfers/business combmations 10 58 68
Employer contributions 74 36 210
Contributions by employees 03 11 14
Benefits paid (87) (33) {114)
Actuanal gains and losses (43) {03) (46)
As at 31 December 2007 3505 1376 4881

The total employer contnbutions to the defined benefit pension schemes in 2008 are estimated to be £17 8m tn respect of the Capita scheme and £4 4m
nrespect of the ‘Other’ schemes.

History of expenence gains and fosses.

2007 2006 2005 2004 2003
£m £m Em Em £m
Capita scheme
Fair value of scheme assets 3505 3214 2861 234 4 1514
Present value of defined benefit obligation (330.2) (328 8) (3087) (257 8) (210 4)
Scheme surplus/(deficrt) 203 74) (220) 234) {590}
Expenence adjustments ansing on scheme bab:lities - 36 (293) (2086)
Expenence adjustments ansing on scheme assets (43) 98 264 26
Other schemes
Fair value of scheme assets 1376 1224 1093 846 729
Present value of defined benefit oblgation (153 5} (1418} (130 3) (105 3) (917)
Scheme defiat (159) (124) (210) (207) (188)
Expenence adjustments ansing on scheme Liabilties 01 (39) (31 4n
Expenence adjustments anising on scheme assets (03) 35 125 EXy

The cumulative amount of actuanal gains recogmsed since 1 January 2004 in the consolidated statement of recognised income and expense 15 £15 Om
(2006 cumulative actuanal losses of £10 4m) The Directors are unable to deterrine how much of the pension scheme defiat recogrised on transition
to IFRS of £77 8m (of which an IFRS transitional adjustment of £67 7m was taken directly to equity) 1s attnbutable to actuanal gains and losses since
meeption of those pension schemes. Consequently, the Directors are unable to detenmune the amount of actuanal gans and losses that would have
been recognised in the consolidated statement of recognised mcome and expense before 1 January 2004

33 Related party transactions
Gther than the information disclosed in the Directors’ report and the Directors’ remuneration report, the only other related party transactions requinng
disclosure are details of key management personnel compensation These details are set out in the table below

Compensation of key managernent personnel (excluding Directors of parent company)

2007 2006

£m £m

Short term employment benefits 30 ER|
Post employment benefits 01 01
Share based payments 18 11
49 43

Gains on share options exerased in the year by key management personnel totalled £11.3m (2006 £12m)




The Capita Group Plc Annual Report and Accounts 2007 10

Independent auditors’ report to the
members of The Capita Group Plc

We have audited the Group financsat staternents of The Capita Group Ple for the year ended 31 December 2007 which compnse the consobidated income
statement, the cansolidated balance sheet, the consolidated cash flow statement and the consolidated statement of recognised income and expense and
the related notes 1to 33 These consolidated finanaal statements have been prepared under the accounting policies set out therein

We have reported separately on the parent company financial statements of The Capita Group Ple for the year ended 31 December 2007 and on the
nformation in the Directors’ remuneration report that is descnbed as having been audited

This report 1s made solely to the Company’s members, as a body, In accordance with Section 235 of the Compantes Act 1985 Our audit work has been
undertaken so that we might state to the Company’s members those matters we are required to state to themn in an audrtors’ report and for no other
purpose To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company's
members as a body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of Directors and audrtors
The Directors’ responsibilities for prepanng the Annual Report and the Group financial statements in accordance wath applicable United Kingdom law
and Intemational Financial Reporting Standards {IFRSs) as adopted by the European Union are set out in the statement of Directors’ responsibilities

Our responsibility 1s to audit the Group financial staternents in accordance with relevant legal and regulatory requirements and Intemationat Standards
on Auditing {UK and Ireland)

We report to you our opinion as to whether the Group finanaial statements give a true and fair view and whether the Group financial statements have
been properly prepared in accordance with the Companies Act 1985 and Article 4 of the 1AS Regulation We also report to you whether in our opiruon
the information given in the Directors’ report 1s consistent with the finanaal statements.

In addition we report te you if, in our opinion, we have not received all the information and explanations we require for our audit, or if information
specified by law regarding Directors’ remuneration and other transactions 1s not disclosed

We review whether the corporate governance statement reflects the company’s compliance with the nine provisions of the 2006 Combined Code
spealfied for our review by the Listing Rules of the Financial Services Authonty, and we report if it does not We are not required to consider whether
the Board's staternents on internal control cover all nsks and controls, or form an opmnion on the effectiveness of the Group's corporate govermnance
procedures or rts nsk and control procedures

We read other information contained m the Annual Report and consider whether it 1s consistent with the audited Group financial statements

The other mformation comprises only the Directors’ report, the Business review, the corporate governance staterment and the five year summary
We constder the implications for our report if we become aware of any apparent misstatements or matenal inconsistencies with the Group financal
statements Our responsibilities do not extend to any other information

Basis of audrt opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK and Ireland) issued by the Audriting Practices Beard An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the Group financal statements It also includes an assessment of the
significant estimates and judgments made by the Directors in the preparation of the Group finanaal statements, and of whether the accounting policies
are appropriate to the Group's craumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance that the Group financial staterments are free from material misstatement, whether caused by
fraud or other iregulartty or error In forming our opinion we also evaluated the overall adequacy of the presentation of information in the Group
financial statements

Opiion
In our opirion

+ the Group financial staternents give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the Group’s affairs
as at 31 Decemnber 2007 and of its profit for the year then ended

+ the Group financial staternents have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation and
» the formation given m the Directors’ report 1s consistent with the Group financal statements

(o “L cep

Emnst & Young LLP
Registered Auditor
London

28 February 2008
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»
Five year summary
for the years ended 31 December
Reportedunder
Reported under IFRS UK GAAP
Group balance sheet il zg 2005 203: 2003
Non-current assets 1,0325 8625 7835 6682 5629
Current assets 4581 404 6 3438 2603 2487
1,490 6 1,267 1 11273 9285 8116
Liabllities {1,156 2) {939 6) (726 4) (5627) {4520)
Provision for liabilities and charges (2.6) 17 {33) (55 (17 4)
3318 3258 3976 3603 3422
Capital and reserves 3318 3257 3974 3599 3421
Minorty interests - 01 02z 04 1
3318 3258 3976 3603 3422
Group income statement
Tumover 20733 17385 14355 1,282 2 1,080 6
Profit before interest and intangible amortisatron 273 2251 1831 1558 2314
Other operating incorne 12 - - - -
Net interest payable {341) (250) (135) {119) {102)
Profit before taxation and intangble amortisation 2384 2001 1696 1439 1212
Intangible amortisation 97) {69 (45) (18) (277)
Impairment - - (120} - -
Discontinued operations - - - (22) -
Taxation (62.5) (535) (45 8) (394) (347)
Minonty interests - 01 02 02 (01)
Profit after taxation 1662 1398 1075 007 593
Basic eamings per share (excluding rmparment and amortisation) 2810p 2310p 18 6Cp 1537p 13 04p
Basic earnings per share (including mpaimment and amortisation) 27 09p 2232p 16 28p 1513p 889
Diuted earmngs per share (excluding impairment and amortisation) 27 63p 22 56p 1833p 1524p 1295p
Diluted earmings per share {including impainment and amortisation) 26 64p 2180p 1605p 1500p 883p
Special dvidend 25 00p - - - -
Driidend per ordinary share 12 00p 900p 700p 535p 400p
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Company balance sheet
at 31 December 2007
2007 2006
Notes £m £m
Fixed assets
Tangible assets 5 193 175
Investments 7 3721 2937
Financial assets 6 47 -
o 3961 mz
Current assets
Trade investments 7 01 01
Financral assets 6 09 -
Debtors due within 1 year 8 B738 5867
Debtors due after maore than 1year 8 08 10
8756 5878
Crediters amounts falling due within 1 year £ 979 926
Net current assets w7 4952
Creditors: amounts falling due after more than 1year 9 3785 3786
Prowvisions for Liabulires and charges 10 - 14
7953 426 4
Capital and reserves
Called up share caprtal n 126 123
Treasury shares Ll - -
Share premium account 12 3749 3081
Caprtal redemption reserve 12 18 17
Merger reserve 12 446 446
Profit and loss account 12 3614 597
7953 426 4

The accounts were approved by the Board of Directors on 28 February 2008 and signed on its behalf by

A Pda g@ﬁ ,

PR M Pindar GMH
Chief Executive Group Finance Director
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Notes to the accounts

for the year ended 31 December 2007

1 Accounting poliaes

{a) Basrs of preparation

The accounts are prepared under the histonical cost convention and in accordance with applicable accounting standards. The accounts comply with the
followtng new Financial Reporting Standards and Urgent Issues Task Force abstracts issued by the UK Accounting Standards Board Adoption of these
standards did not have any effect on the finangal position of the Company although they did give nse to additional disclosures.

Amendment to FRS 26 (IAS39) Finanaal Instruments. Measurement. Recognition and Derecognition
This amendment has the aim of keeping the text of the UK Standard in line wath that of the Intemational Standard IAS 39 and 15 effective for accounting
penods beginning on or after 1 January 2007

Amendment to FRS 17 Retirement Benefits
The Company has elected to early adopt this amendment which has the effect of replaaing the existing disclasure requirements of FRS 17 with those
of Intermational Standard IAS 19 ‘Employee Benefits’ and is effectrve for accounting penods beginning on or after 6 Apnl 2007

FRS 29 (IFRS 7} Financial Instruments. Disclosures

Thus standard requires disclosures that enable users of the finanaal staterments to evaluate the sigrificance of the company’s financial instruments and
the nature and extent of nsks ansing from those financial instruments. As FRS 29 1s a disclosure standard, there s no impact of that change in accounting
policy en the Company’s finanaal position The Company has taken advantage of the exemption allowed by paragraph 2D (b) of FRS 29 not to make
these disclosures in its own entity’s finanaial statements as the consolidated financial statements include the required disclosures for the Group

A separate profit and loss account dealing with the results of the parent undertaking only has not been presented as provided by section 230 of the
Companies Act 1985

{b) Tang:ble fixed assets

Depreciation 15 provided on all tangible fixed assets, other than freehold land, at rates calculated to wnite off the cost on a straight-line basis over the
expected useful lves of the assets concemed, as follows

Cormputer equipment 3—10years

Furnture, fixtures and equipment 4-5years

Leasehold improvements over the penod of the lease
(c) investments

Fixed asset nvestments are shown at cost, less provisions for impairment.
Investments held as current assets are stated at the lower of cost and net realisable value

The carrying value of fixed asset investments are reviewed for impairment if events or changes in circumstances indicate the camying value may not
be recoverable

(d) Pension schemes

The Company mantains a number of contracted-out defined contnbution schemes and contnbutions are charged to the profit and loss account in

the year in which they are due These schemes are funded and the payment of contnbutions is made to separately administered trust funds The assets
of these schemes are held separately from the Company The Company remsts monthly pension contnbutions to Capita Business Services Limrted,

a subsidiary undertaking of the Company, which pays the Group Liability centrally Any unpaid contributions at the year end have been accrued in the
accounts of that company

(e} Leasing commitments
Assets obtained under finance leases are caprtalised in the balance sheet and depreciated over the shorter of the lease term and ther useful
economuc lives,

The finance charges under finance leases and hire purchase contracts are allocated to accounting penods over the period of the lease and represent
a constant proportion of the balance of capital repayments outstanding Rentals due under operating leases are charged on a straight-line basis over
the lease term

{f) Deferred taxation
Deferred taxation is recogrused in respect of all trming differences that have onginated but not reversed at the balance sheet date where transachons

or events have occurred at that date that wilt result in an obligation to pay more, or a right to pay less or to receive more, taxation, with the following
exceptions

« provision 1s made for taxation on gains ansing from the revaluation (and similar far value adjustments) of fixed assets, and gains on disposal of fixed
assets that have been rolled ever into replacement assets, only to the extent that, at the balance sheet date, there 1s a binding agreement tc dispose
of the assets concerned However, no provision 15 made where, on the basis of all available evidence at the balance sheet date, it 1s more Ukely than
not that the taxable gain will be rolled over mto replacement assets and charged to taxation only where the replacement assets are sold

« provision is made for deferred taxation that would anse on remittance of the retaned eamings of overseas subsidianes only to the extent that, at the
balance sheet date, dvdends have been accrued as recevable

+ deferred taxation assets are recogrused only to the extent that the Directors consider that 1t 1s more bkely than not that there wll be surtable taxabte
profits from which the future reversal of the underlying tming differences can be deducted

Deferred taxation 1s measured on an undiscounted basis at the taxation rates that are expected to apply in the penods in which timing differences reverse,
based on taxation rates and laws enacted or substantively enacted at the balance sheet date
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1 Accountting policies {contmued)

(g) Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or at the contracted rate if the transaction s covered by a
forward exchange contract. Monetary assets and biabilities denominated in foreign currenaes are translated at the rate of exchange ruling at the balance
sheet date or if appropnate at the forward contract rate All differences are taken to the profit and loss account with the exception of differences on
forergn currency borrowings, to the extent that they are used to finance or provide a hedge agamst foreign equity investments, which are taken directly
to reserves together with the exchange difference on the cammying amount of the related mvestrments.

{h) Natronal Insurance on share optron garns
National Insurance on outstanding share options at the year end has been grossed up and shown as a provision and a recervable on the balance sheet

{7) Financial instruments. disclosure and presentation
A separate note dealing with the disclosures of FRS 29 has not been presented as provided by paragraph 2D (b) of FRS 29 The consolidated financial
statements include the required disclosures of IFRS 7 for the Group

(1) Derratrve financial instruments

The Company uses denvative finanaal instruments such as interest rate swaps and foreign currency contracts to hedge nsks associated with interest
and exchange rate fluctuations Such derrvative financial instrumments are stated at fair value The fair values of interest rate swaps and foreign currency
contracts are determined by reference to market rates for similar instruments

For the purpose of hedge accountmg, hedges are dassified as either far value hedges when they hedge the exposure to changes in the far value of
arecogmsed asset or bability; or cash flow hedges where they hedge exposure to vanability in cash flows that 1s attnbutable to erther a particular nsk
assoaated with arecognised asset or bability or a forecast transaction

In relation to far value hedges {e g fixed to floating interest rate swaps held as farr value hedges agamst fixed interest rate borrowings) which meet the
conditions for hedge accounting, any gain or loss from re-measunng the hedging instrument at fair value 1s recogrised immediately i the profit and loss
account. Any gain or loss on the hedged item attributable to the hedged nisk is adjusted aganst the camying amount of the hedged item and recogrised
in the profit and loss account.

In relation to cash flow hedges the effective portion of the gain or loss on the hedging instrument is recogrised directly in equity, while any tneffective
portion 1s recognised immediately in the profit and loss account. Amounts taken to equity are transferred to the profit and loss account when the hedged
transaction affects the profit and loss account, such as when the hedged financial income or financal expense 1s recogmsed or when a forecast transaction
occurs Where the hedged tem s the cost of a non-finanaal asset or non-financial Liability, the amounts taken to equity are transferred to the initial
carrying amount of the non-finanaal asset or bability

If the forecast transaction or firm comrutment 1s no longer expected to occur, amounts previously recognised in equity are transferred to the profit
and loss account. If the hedging instrument expires or 15 sold, terminated or exeraised without replacement or rotlover, or if its designation as a hedge
15 revoked, amounts previously recognised in equity remain in equity until the forecast transaction or firm commitment occurs

For denvatives that do not qualify for hedge accounting, any gains or losses ansing from changes in fair value are taken directly to the profit and
loss account.

{k) 5hare based payments

The Company operates a number of executive and employee share schemes

The cost of equity-settied transactions with employees is measured by reference to the far value at the date at which they are granted and 1s recogrised
as an expense over the vesting penod, which ends on the date on which the relevant employees become fully entitled to the award Far value s
determined using an option priang model. In valumg equity-settled transactions, no account is taken of any vesting conditions, other than conditions
linked to the pnice of the shares of the company (market conditions)

No expense Is recogrised for awards that do not ulimately vest, except for awards where vesting 1s conditional upon a market condition, which are
treated as vesting imespective of whether or not the market condition is satisfied, provided that all other performance conditions are satisfied

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the extent to which the vesting penod has expired and
management’s best estimate of the achievement or otherwise of non-market conditions, the number of equity Instruments that will ulumatety vest
or in the case of an instrument subject to a market condition, be treated as vesting as descriibed abave The movement in cumulative expense since the
previous balance sheet date ts recogrised in the profit and loss account, with a corresponding entry n equity

Subsidiary undertakings of the Company reimburse the Company through the inter company account for charges attnbutable to ther employees
paruapating in the Company’s share schemes.

SuUnoadYy
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Notes to the accounts
2 Deferred taxation
2007 2006
£m £m
The deferred taxation included in the balance sheet is as follows.
Accelerated capital allowances included in provisions and babilies for charges - (14)
Accelerated caprtal allowances (18)
Share based payments 36
Cash flow hedges (16)
Included in debtors note 8 0.2
3 Profit attributable to members of the parent undertaling
The profit after taxation dealt with in the accounts of the parent undertaking was £550.3m (2006 £197 m)
4 Drvidends
2007 2006
£m £m
Declared and paid during the year
Ordinary shares (equity)
Final for 2006 paid 6 3p per share {2005 4 9p per share) 392 In
Intenm for 2007 paid 4 Op per share (2006 2 7p per share) 247 166
Speaial dividend for 2007 patd 25 Op per share (2005 nil p per share) 1547 -
2186 477
Proposed for approval at AGM (not recogrused as a iability at 31 December)
Ordinary shares (equity)
Final for 2007 8 Op per share (2006 6 3p per share} 487 389
5 Tangible fixed assets
Short term
Cormputer fodttres and leasehold
squipment equpsment  IMprovements Total
£m £m £m £m
Cost
1 January 2007 229 06 21 256
Additions 34 0.2 05 41
31 December 2007 263 o8 26 297
Depreciation
1 January 2007 63 04 14 81
Charge for year 20 01 0.2 23
31 December 2007 83 05 16 104
Net book value at.
1 January 2007 156 02 o7 75
31 December 2007 180 03 10 19.3
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6 Finanaal assets
2007 2006
Current £m £m
Cash flow hedges 09 -
09 -
2007 2006
£m £m
Non-current
Cash flow hedges 47 -
47 -
7 Investments
{a) Fxed asset investments
Shares in
sutmdiary
£m
Cost
1 January 2007 2937
Additions 784
31 December 2007 3721

Dunng the year the Company completed intragroup transfers as follows. {t acquired Capita IRG Trustees Limited from Capita Registrars Limrted (formerly
Capita IRG Plc) and Capita Financial Nominees Limited (formerty ACD Services Limited) from Capita Finanaial Group Limited These transfers took place
at net book value and were settled by cash for an aggregate consideration of £3 3m

During the year the Company incorporated Capita Registrars (Isle of Man) Limited In addition the company increased its investment in Caprta Life &

Pensions Regulated Services Limited by making a capital contribution of £24m

The Company made the followang acquisiions duning the year for a combined consideration of £51 1m Evolw Rail Systems Limrted (formerly Harry
Weeks Travel & Leisure Group Limited), Capita Finanaal Adrministrators (Gibraltar) Limited (formerly Global Fund Administration Limited), Capita
Hartshead Solutrons Lrmnited (formerly Higham Dunnet Shaw Plc) and Capita Hartshead (Actuanes & Pension Consultants) Limited (formerly Aspen

{Actuanes & Pension Consultants) Limited))

Proportion of nominal

Country of regestration value of ssued shares Descnption of
Prnapal svestments and operation held by the company shares held
Caprta Holdings Umited England 100% Ordinary £1 shares
Capita Business Services Limited* England 100% Ordinary 1p shares
Caprta Trust Company Lrnited England 100% Ordinary £1 shares
Capita Commeraal Services Limited™ England 100% Ordmary £1 shares
BDML Connect Limited* England 100% Ordinary £1 shares
Capita Registrars Lirmited* (formerly Capita IRG Plc) England 100% Ordinary £1 shares
Caprta Resourang Limited* England 100% Ordinary £1 shares
Capita Symonds Limited* England 100% Ordinary £1 shares
Capita Life & Pensions Limited England 100% Ordinary £1 shares
Capita Life & Pensions Regulated Services Limited England 100% Ordinary £1 shares
Evolvi Rail Systems Limited (farmerly Marry Weeks Travel & Leisure
Group Limited) England 100% Ordinary £1 shares
Service Birmimngham bimited™ England 100% Ordinary £1shares
*Indirectly held
The actvities of The Caprta Group Plc undertakings are given on page 114
{b) Trade investments

£m

At 1 January 2007 and 31 December 2007 01

R0y
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8 Debtors
Debtors due within 1year 22; %
Amounts owed by subsidiary undertakings 8129 5360
Taxation recoverable 58.2 465
Other taxes and sooal secunty 04 08
Other debtors 06 17
Prepayments and accrued income 17 17
8738 5867
Debtors due beyond 1 year 2‘}?,’, 2°3‘.;
Prepayments and accrued income 05 10
Deferred taxation 02 -
Interest rate swap 01 -
1] ] 10
9 Creditors
Amounts falling due withmn 1 year 205?117 %
Bank overdraft 825 574
Trade creditors 06 20
Other geditors 03 02
Unsecured loan notes - 222
Accruals and deferred income 145 08
979 926
2007 2006
Amounts falling due after more than 1 year £m £m
Bonds 3575 3720
Currency swap 208 64
GCther creditors 02 02
3785 3786
The bank overdraft and the bonds are unsecured
10 Provisions for liabilities and charges
Deferred taxation £m
14

At 1 January 2007
New provisions in the year

(16)

At 31 December 2007 — included in debtors note 8

(02)
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11 Share capital
2007 2006 2007 2006

million million £m £m
Authonsed
Ordinary shares of 2 /15p (2006 ordinary shares of 2p each) 96577 10000 200 200
Allotted, called up and fully paxd
Ordinary shares of 2 1/15p each (pre 14 September 2007 ordinary shares of 2p each)
At 1 January - ordinary shares of 2p each 6176 6710 123 134
Shares repurchased — ordinary shares of 2p each (66) {529) (01) (1)
Issued on exerase of share options —ordinary shares of 2p each 79 164 o2 04
Reduction in issued shares on consol:dation - see below (20 0) - - -
Issued on exerase of share options — ordinary shares of 2 1/15p each 101 - 02 -
Treasury shares cancelled - ordinary shares of 2 1/1sp each (2006 2p each) - (169) - {04
At 31 December ordinary shares of 2 V1sp (2006 ordinary shares of 2p each) 6090 6176 126 123

In September 2007, the Company, by ordinary resolution, approved a share consolidation whereby shareholders on the register on 14 September 2007
exchanged 31 existing ordinary shares of 2p for 30 new ordinary shares of 2 1/15p each The effect of the share consolidation was to reduce the authonsed
share caprtat of the Company to 967,741,920 ordinary shares of 2 1/15p each and to reduce the number of shares in issue by 20m

During the year the Company repurchased 6 6m ordinary 2p shares with an aggregate norminal value of £0 Tm at a total cost of £43 6m for which it pad
cash at an average cost per share of £6 66 These shares were cancelled

During the year 7 Sm ordinary 2p shares with an aggregate normunal value of £0 2m were ssued under share option schemes for a total consideration
of £29 5m

In addion, 10 1m ordinary 2 1/15p shares with an aggregate norminal value of £0 2m were 1ssued under share option schemes for a total consideration
of £377m

Treasury shares
2007 2006 2007 2006
million miltion £m £m
Ordinary shares of 2 1/15p each (2006 2p each)
At 1 January - 169 - 04
Shares cancelled - ordinary shares of 2p each - {16 9) - (04)

Shares repurchased - 41,163 ardinary 2 V1sp shares - - - -
At 31 December - ordinary shares of 2 /1sp each {2006 2p each) - - - -

Duning the year the Company repurchased 41,163 ordinary 2 ¥/15p shares with an aggregate nonmnal value of £851 to be held in treasury for which it
paid cash The weighted average cost of each share was £6 €1 and the total consideration for these shares was £272,219

The Company has an unexpired authonty to repurchase up to 10% of its issued share capital.

12 Reserves
Share redercr:;tpgt\ Merger Treasury Profitand
prermum reserve reserve shares loss acoount
Company £m £m £m £m £m
At 1 fanuary 2007 3081 17 446 - 597
Shares issued 668 - - - -
Share transaction costs - - - - (05)
Share repurchase and cancellation - 01 - - (436)
Treasury shares purchased - - - - (03)
Share based payment - - - - 144
Equity dvidends paid - - - - (218 6)
Retained profit for the year - - - - 5503
At 31 December 2007 3749 18 446 - 3614

Between October 2005 and March 2007, the Company sought to repurchase 61 8m of its own shares for an aggregate consideration of £289 Om
Although the Company had sufficent reserves to make these purchases at each transaction date, intenm accounts (as defined in the Companies Act
1985) showing the requisite tevel of distnbutable profits had inadvertently not been filed wath the Registrar of Companies, as required by the Companies
Act 1985 As a result of this technical infningement, the repurchase and cancellation of 36 8m shares, equating to £175 4m was imvalid This situation was
rectified dunng the year with no niet impact on share capital, capital redemption reserve and retained eamings

Slunu oy
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13 Reconaliation of movements n shareholders’ funds

2007 2006
£m £m
Profit for the year 5503 1971
Dividends (218 6) 477
Nz 1494
Share based payment 144 85
Shares issued 672 504
Share transaction costs (05) (12)
Shares purchased {439} (2449)
Net movement in shareholders’ funds 3689 (378)
Opening shareholders’ funds 426 4 4642
Closing shareholders’ funds 7953 426 4
14 Commiutments and contingent Labilities
(a) Annual commitments under operating leases were as follows.
2007 2006
Property Other Property Other
£m £m £m Em
Operating leases which expire
In 2 to 5 years inclusive - 05 - 04
Over 5 years from the balance sheet date 16 - 16 -
16 05 16 04
{b) The Company has guaranteed overdraft and loan faalities of Group undertakings amounting to £260 Om (2006 £205 Om)
15 Borrowings
2007 2006
£m £m
Bank overdraft payable on demand 825 574
Loan notes - 222
Bonds 3782 3784
4607 4580
Repayments fall due as follows
Within 1year
Bank overdraft 825 574
Loan notes - 222
825 796
After more than 1 year
In more than 1 year but not more than 2 years 1002 -
In more than 2 years but not more than 5 years 247 1002
In more than 5 years 2533 2782
3782 378 4
Total borrowings and finance leases 4607 4580

Loan notes were ssued in previous years pursuant to the satisfaction of consideration due in relation to the acquisition of a subsidiary undertakings
Loan notes 1ssued dunng the year amounted to £5 9m (2006 £nil)
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15 Borrowings {continued)
The Company has issued guaranteed unsecured bonds as follows
Interest rate Value
Bond %  Denomunation £m Matunty
Issued 2002
SenesB 644 GBP* 550 20 June 2009
Issued 2005
Senes A 0525 above 6m LIBOR GBP 500 28 Septemnber 2013
SenesB 0525 above 6m LIBOR GBP 250 28 September 2015
Total of sterling denominated bonds 1300
UsSm
Issued 2002
Senes A 610 uss** 660 20 June 2009
Senes C 647 uss** 360 20 June 2012
Issued 2006
Seres A 574 Uss** 600 28 June 2013
SenesB 588 uss** 1300 28 June 2016
Senes A 566 Uss** 10 13 Septernber 2013
SenesB 581 uss** 740 13 September 2016
SenesC 577 uss** 600 13 September 2016
4370
Total of US$ denominated bonds (GBP 248 2m)

All senes are unsecured
*The Comparty has entered nito an nterest rate swap to convert the nterest cost based on 6 month LIBOR.

**The Company has entered mnto cumency swaps for the US$ tssues to achieve a floaung rate of niterest based on 6 maonth LBOR. Further disclosure on the Comparty’s use of hedges is included

N note 25 commenang on page 89

16 Related party transactions
There were no related party transactions that require disclosure inthe year

17 Pension costs
The Company operates a defined contribution scherne

The penston charge for the defined contnbution scheme for the year was £12m (2006 £0 7m)

SIL0XDY
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18 Share based
The Company operates several share based payment plans as follows.

Deferred Annual Bonus Plan

This scheme 1s applicable to Executive Directors and Dvisional Executive Directors Under this scheme awards are made annually consisting of Deferred
Shares, which are linked to the payout under the Annual Bonus Scheme (details of which are contained in the Directors’ remuneration report) and
Matching Shares The value of Deferred Shares 1s determined by the payout under the Annual Bonus Scheme half of the annual bonus is paid in cash and
the remainder 1s compulsonly deferred on a gross basis into Deferred Shares The Deferred Shares are held for a penod of three years from the date of
award dunng which they are not forfertable, except in the case of dismussal for gross misconduct.

A conditional award of Matching Shares 1s made at the same time as the award of Deferred Shares. Particpants will be eligible torecerve upto 15
Matching Shares for every Deferred Share Matching Shares wll vest after the three year holding pencd to the extent to wiuch performance conditions
have been met. 33 3% of the Matching Shares wall vest if growth in the Company’s eamings per share (EPS) 15 equal to growth in the UK Retail Pnce Index
(RP1) plus 6% per annum, rising on a straight-line basis to 100% vesting if growth in the Company’s EPS 1s equal to or greater than growth in the RPI plus
16% per annum The performance condrtion attached to the awards may be amended by the Group Remuneration Committee, a sub-committee of the
Group Board, from time to tume, subject to the new condition being no less demanding than the onginal condition

Long Term Indexed Share Appreciation Scheme (LTISAS)

The LTISAS was only open to the Executive Directors and the Divisional Executive Directors. Under the scheme, participants were provided with two equal
tranches of 600,000 options. The antena were the same for each of these grants and therefore both tranches had performance penods that ended on

31 December 2006 The exeraise price of the option was restated, n line wath the FTSE All Share Index from the date of grant to 25 Novernber 2007

The restated exercise prices were £3 48 for the 2002 award and £4 74 for the 2004 award This feature ensured that partiapants only ganed if the share
pnice out-perforrned the index. Options became exercisable, over the performance penod, subject to the growth in the Company's EPS exceeding certam
targets as follows

As growth m the Company’s EPS over the three year penod to 31 December 2006 exceeded RPI growth by 17 6%, 100% of the options vested
{representing 1,200,000 shares per partiaipant) and became exercisable on 25 November 2007

The last award under the LTISAS was made in Novemnber 2004 and vested in full on 31 December 2006 and no further awards will be made under
this plan

1997 Executive Share Option Scheme

This scheme is open to sentor employees ather than Executive Directors and Divisional Executive Directors The exercise price of the options is equal to the
market price of the shares on the date of grant. Options granted under this scherme become exerasable if the growth in the Company’s EPS exceeds the
growth in RF| by 8% over the three year vesting peniod from the date of grant. The contractual Lfe of each option granted is seven years There are no cash
settlement alternatives

Caprta Sharesave Scheme

This 1s an ernployee Save As You Eamn scheme open to all Capita employees Under this scheme, employees are granted share options at a discount to
the market pnice at the date of grant The discount 1s currently nif {2006 nil, 2005 10% and 20% prior to 2005) The options become exercisable for
a six month penod following completion of a three or five year savings pertod There are no performance conditions attached to these options

The Group expense recognised for share based payments in respect of employee services received dunng the year to 31 December 2007 was £8 6m
{2006 £8 Sm), all of which anses from equrty-settled share based payment transactions The total Company expense, after recharging subsidiary
undertakings, charged to the profit and loss account in respect of FRS 20 'Share based payment’ was £2 8m {2006 £2 6m)

The following table illustrates the number and weighted average exercise pnices (WAEP) of, and movements in, share options during the year {excluding
Deferred Annual Bonus Plan and LTISAS)

2007 2007 2006 2006

Number WAEP Number WAEP

Qutstanding as at 1 January 28,907,177 £365 42,679,159 E329
Granted during the year 5478529 £689 5,240,564 £472
Exerased (10776,015) £354 (16,214,092) £312
Forfeited (2,792,080) £391 {2,458,650) £278
Expired during the year (162,278) £407  (339,804) £338
Outstanding as at 31 Decernber’ 20,655,333 £454 28907177 £365
Exercaisable at 31 December 4,829267 £3 45 11,859,421 £395

Yinctuded within this balance are cptions over 6 418 161 (2006 11,012,567} shares that have nt been recognesed m accordance with (FRS 2 as the options were granted on or before 7 November 2002,
These options have not been subsequently modified and therefore do not need to be accounted forn accordance with IFRS 2.
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18 Share based payment (continued)
The options have been exercised on a regular basis throughout the year and the weighted average share pnce dunng the year was £7 03 (2006 £4 97)

As noted above under the LTISAS scheme two tranches of 600,000 share options have been 1ssued to each partiapant in the scheme Both were deemed
to have been granted in November 2002 The first tranche, totalling 5,400,000 share options, was awarded and 1ssued in November 2002 when the

share pnce was £2 16 The second tranche, also totalling 5,400,000 share options, was awarded in November 2002 and 1ssued in Novernber 2004 when
the share price was £3 51 Both tranches of share options became exercisable on 25 November 2007, with a weighted average exercise pnce of £4 11
Duning the year, 7,200,000 share options under this scheme were exercised at a weighted average exercise price of £4 01, thus the total number of
options outstanding under this scheme was 3,493,333 at 31 December 2007 (2006 10,693,333) The weighted average exerasa pnce of these exercisable
share options at 31 December 2007 was £4 32

The total cash value of the Deferred Shares awarded during the year under the Deferred Annual Bonus plan, discussed above, was £15m (2006 £15m)
The matching shares allocation in respect of the 2006 awards under this plan charged in 2007 was £0 6m

The weighted average farr value of options granted dunng the year was £111 (2006 £100) The range of exerase prices for all options outstanding at the
end of the year was £1 88 to £7 33 (2006 £0 71to £5 35)

The fair value of equity-settled share options granted 1s estimated as at the date of grant using a multiple simulation option pricing valuation model,
taking into account the terms and condrtions upon which the options were granted The following table lists the inputs to the model used for the years
ended 31 December 2007 and 31 December 2006

2007 2006
Dwidend yreld (%) 15 15
Expected share price volatility (%) 1900 2476
Risk free interest rate (%) 497 45
Expected life of option (years) 362 443
Weighted average share pnce of options granted dunng the year £6 89 f472

The expected life of the options is based on histoncal data and 1s not necessanly mdicative of exerase pattemns that may occur The expected volatility
reflects the assumption that the histoncal volatility is indicative of future trends, which may also not necessanly be the actual outcome No other features
of options grant were incorporated uito the measurement of fair value

SIUNOIOY
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Principal Group investments

Capita Business Services
Prowiding an integrated range of business process outsourcing and professional services to clients i the UK and Ireland

Caprta Commercal Services
Market leader in providing outsourced administration and support services to the general insurance sector and affinity partnerships.

Capita Symonds
Providing a comprehensive range of project management, telecommunications engineenng and construction related consultancy services

Capita Registrars (formerly Caprta IRG)
Share registration and employee share scherme adrinistration services.

Capita Trust Company
Corporate trustees and providers of trust and administration services

Capita Life & Pensions
Administration and customer services for bife and penstons operations,

Capita Life & Pensions Regulated Services
Administration and customer services for ife and pensions regulated operations

Service Birmungham
Jomnt venture set up to support Bimingham City Counail’s transformation plan

Capita Resourcing
Employee requitment services,

Evolwi Rail Systems Limited (formerly Harry Weeks Travel & Leisure Group Limited)
Business travel software provider

CMGL Group Limrted
A leading prowider of outsourced daims and insurance management services
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Independent auditors’ report to the
members of The Capita Group Plc

We have audited the parent company financial statements of The Capita Group Ple for the year ended 31 Decermnber 2007 which comprise the Company
balance sheet and the related notes 1 to 18 These parent company finanaal statements have been prepared under the accounting policies set out therein.
We have also audited the information in the Directors’ remuneration report that is descnbed as having been audited

We have reported separately on the Group finanoal statements of The Capita Group Pic for the year ended 31 December 2007

Ths report 1s made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985 Our audit work has been
undertaken so that we might state to the Company’s members those matters we are required to state to themin an auditors’ report and for no gther
purpose To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for the opirions we have formed

Respective responsibilrties of Directors and auditors

The Directors’ responsibilities for prepanng the Annual Report, the Directors’ remuneration report and the parent company financal statements in
accordance with applicable Uruted Kingdom law and Accounting Standards (United Kingdom Generalty Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities

Our responsibility s to audit the parent company financial statements and the part of the Directors’ remuneration report to be audited in accordance with
relevant legal and regulatory requirements and Intemational Standards on Auditing (UK and Irelanid)

We report to you our opinion as to whether the parert cornpany financial statements give a true and fair view and whether the parent company finanaat
statements and the part of the Directors’ remuneration report to be audited have been properly prepared in accordance with the Cormnparies Act 1985
We also report to you whether in our opinion the information given in the parent company Directors’ report 15 consistent with the financal statements

In addrion we report to you if, in our opinton, the Company has not kept proper accounting records, if we have not received all the nformation and
explanations we require for our audit, or if infonmation speafied by law regarding Directors’ remuneration and other transactions is not disclosed

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent company financial statements
The other mforrmation comprises only the Directors’ report, the unaudited part of the Directors’ rermuneration report, the business review and the five
year summary We consider the implications for our report if we become aware of any apparent misstatements or matenal inconsistencies with the
parent company financial statements Our responsibilities do not extend to any other Information

Basis of audrt opiion

We conducted cur audit in accordance with Intermational Standards on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board An audit
includes examination, on a test basis, of ewdence relevant to the amounts and disclosures in the parent company financal statements and the part of
the Directors’ remuneration report to be audited It alse includes an assessment of the significant estimates and judgments made by the Directors n
the preparation of the parent company financial statements, and of whether the accounting policies are appropriate to the Company’s arcumstances,
consistently applied and adequately disclosed

We planned and performed our audrt so as to obtain all the information and explanations which we considered necessary in order to provide us with
sufficent ewidence to give reasonable assurance that the parent company financial statements and the part of the Directors’ remuneration report to be
audited are free from matenal musstatement, whether caused by fraud or other iregularity or error In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the parent company financial statements and the part of the Directors’ remuneration report to be audited

Opinion
In our opiruon

¢ the parent company financial staternents give a true and fair view, In accordance with Unsted Kingdom Generally Accepted Accounting Practice, of the
state of the Company’s affairs as at 31 December 2007

* the parent company financial statements and the part of the Directors’ remuneration repart to be audited have been properly prepared in accordance
with the Comparues Act 1985 and

« the mformation given in the Directors’ report 1s consistent with the parent company financal statements,

cA ST e

Ernst & Young LLP
Registered Auditor
London

28 February 2008
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Useful information

Shareholder enquines

Shareholders who have questions relating to
the Group's business or wish to recewve further
copies of annual or ntenm reports should
contact Capita’s mvestor relations team on

020 7799 1525 or email corporate@capita co uk.

If you have any quenes about your shareholding
please contact the Company’s registrar, Capita
Registrars, at the address below

Capita Registrars
The Regustry

34 Beckenham Road
Beckenham

Kent BR3 4TU

Tel (UK) 0871 664 0300

{Overseas) +44 20 8639 3399
email ssd@capitaregistrars.com

A

b i

e-commurucations for shareholders

Help us communicate with you in a greener,
more efficient and cost effectrve way by
switching from postal to email communications
Shareholders can receive important information
online, including annual and intenm reports
and notice of meetings Registenng for
e-communications also enables shareholders to

« obtain secure online access to personal
shareholding details

» submit quenes to our registrars, download
forms and obtain general shareholder
wiormation

 update shareholding account online

To register for e-communications, visit
www capita co uk/investorcentre/ecomms

The legislation regarding electromic shareholder
communications has now changed and we will be
wting to you shortly to explain how this can
enhance the way we communicate with you

For every shareholder that registers for
e-communications we have pledged to donate
£1to Cimate Care For further details visit
www cimatecare org

for shareholders

Share dealing

A quick and easy share dealing service 1s now
available for exasting Capita shareholders to
either sell or buy more Capita Group shares
online or by telephone

For further information on this senice or to
buy and sell Capita shares online go te

www caprtadeal com
or by telephone
0871664 0454

Dividend reinvestment plan (DRIP)

We offer a DRIP to enable shareholders to
purchase additional Caprta shares with their
whole cash dividend These further shares

would be bought in the market on behalf of
shareholders under a special low-cost dealing
arrangement Further details of the DRIP can be
found online Please visit the shareholder services
section at www capita co uk/investorcentre or
call Caprta Registrars on 0871664 0300

Financial calendar
AnnuatGeneral Meeting
6 May 2008

Final Dradend payment
9 May 2008

Intenm results
24 July 2008
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Registered office
71 Victona Street
Westminster
London SW1H OXA

Tel. 02077991525
Fax 02077991526

Registered number- 2081330

Company Secretary
Gordon Hurst

Stockbrokers

Deutsche Bank AG

1 Great Winchester Street
London EC2N 2EQ

Citigroup
Cingroup Centre
33 Canada Square
Canary Wharf
London E145LB

Audrtors

Emst & Young LLP

1 More London Place
London SE12AF

Solicrtors
Herbert Smith
Exchange House
Pnimrose Street
London EC2A 2HS

Bankers

Barclays Bank plc

London Corporate Banking
PO Box 544

First Floor

154 Lombard Street
London EC3V 9EX

HSBC Bank plc
27-32 Poultry
London EC2P 2BX

National Westminster Bank Plc
1Princes Street
London EC2R 8PB
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