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Contents

The Directors present the Annual

Report for the year ended 31 December
2009 which includes the business review,
governance and audited Group accounts
for the year Pages 1 to 84 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 liabilsties of the Directors in
connection with that report shall be
subject to the imrtations and restnctions
provided by such law Where we referin
this report to other reports or matenal,
such as a website address, this has been
done to direct the reader to other
sources of Capita information which

may be of interest to the reader

Such additional materials do not form
part of this Report
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Cautionary statement regarding forward-looking staternents

This Annual Report has been prepared for the members of the Comrany and no one else The Company, its
Durectors, ernpfooyees or agents cﬁ)a not accept or assume responsibi ngto any other person in connection with
this document and any such responsibility or liabtlity 15 expressly disclaimed This Annual Report contains certain
forward-looking statements wmf? respect to the pnncipal risks and uncertainties facing the Company ? ther
nature, these statements and forecasts involve nsk and uncertainty because they relate to events and depend
on arcurnstances that may or may not occur in the future There are a number of factors that could cause actual
results or developments to differ matenally from those expressed or implied by these forward-looking statements
and forecasts The forward-locking statements reflect the knowiedﬁ: and information avaitable at the date of
preparation of this Annual Report, and will not be updated dunng the year Nothing in this Annwal Report should
be construed as a profit
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2 The Captta Group Plc  Qur business

We are at the
leading edge of
redefining and
transforming
services

IMAGE IMAGE IMAGE
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NHS case study HSE case study Nottingham 8SF case study
NHS Choices, helping the NHS Gas Safe Register, helping the Improving pupils’ learning
to improve the nation’s health Health and Safety Executive environments to help them
Gotopage19 2 promote and improve gas safety fulfil therr potentsal

Goto page29 2

Goto page 41 2
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The Caprta Group Plc

We create and reshape services that both
answer the needs of our clients and deliver
quality, responsive services to the public.

Our clients benefit from Capita’s expertise,
innovation and extensive resources and
infrastructure. When they transfer their
administration and customer services to us
we sign up to delivering an improved service,
at a defined cost, over a long term contract.

We use customer insight and our ability to
improve the management of people, processes
and IT to achieve a more efficient alignment

of resources and a better customer experience.

Our innovative service solutions and record

of consistent operational delivery have helped
to fuel our growth and position Capita as the
leading provider of outsourced and professional
support services in the UK and Ireland.

IMAGE
REMOVED
Southampton CC case study Prudential case study
Transforming services to Delivering services to support
improve customers’ experience Prudential’s aim to be 'the leader
while delivering savings across In retirement ’
Southampton City Council Gotopage 65 2

Coto page 55 =2
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4 The Capita Group Plc

QOur business

IMAGE
REMOVED

We operate in
growth markets

Capita focuses on and leads the
Business Process Outsourcing (BPO)
market in the UK where there are
significant opportunities for growth
We have an active bid pipeline

of new business opportunities
driven by public and private sector
organisations increasingly seeking
to gain efficencies, flexibility and
improved service delivery

Bid pipeling*

£3.7bn, 26 bids

2008 £31bn, 24 bids

Outsourced and potential UK
BPO market'

Today £6bn

Potential £94.2bn

GRAPH
REMOVED

*Where we have been shorthsted to the last
4 or fewer All bids are capped at £500m
! Ovum 2008 and 2009

We work with clients across the
public and private sectors in 9
chosen markets

And we constantly explore new
markets where we can add value
Coto page 44 >

Capita market split (% of turnover)

Public 50%

1 Local govermment 22%
2 Central government 10%
3 Education 12%
4 Health 3%
5 Transport 3%
Private 50%

6 Life and pensions 18%
7 Insurance 8%
8 Financial services 4%
9 Other corporates 20%
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Our scale A consistent We create
and breadth business model  value for all our
of expertise drives our growth stakeholders
PO.SItlons us Our straightforward busmess model  We seek to build long term,
un Iq Uely focuses on generating growth, both  mutually beneficial relationships

Capita has grown steadily over the
past 25 years, both organically and
through acquisition, and we now
have 36,800 people at over 250
business sites across the UK, Europe
and India

We use our expertise, infrastructure
and scale to drive down costs and
add value to our clients’ operations

Our extensive network of business
centres — onshore, nearshore and
offshore 1 India - allows us to

offer our clients flexible service
solutions that meet therr customers
expectations and help them stay

at the forefront of their markets

¥

Our business centre network.
52 Onshore UK

5 Nearshore Ireland,
Channel Islands, Europe

5 Offshore. India

Our clients are served by our 5 divisions
-Life & Pensions Services

- Integrated Services

- Insurance & Investor Services

- Professional Services

- ICT, Health & Business Services

Gotopage34 -

organically and through acquisitions

Organic growth 1s generated by

a centralised major sales team
alongside sates teams in each of our
businesses We seek to secure long
term business relationships, adding
value to our clients’ operations while
generating high quality recurring
revenues and delivering a fair return
for Caprita

15 major contracts and extensions
worth a total of £1bn were secured
in 2009 (2008 17 contracts, total
of £1 24bn)

Acquinng small to medium sized
companies allows us to add further
expertise or scale to our operations

or helps us to enter new markets

We smoothly integrate the acquired
business into our operation, generating
synergtes and additional value for

the Group

Total spent on 12 acquisitions

N 2009 £177 5m (2008 £147 4m
spent on 12 acquisitions)

Goto page12 =

capable of creating value for all our
stakeholders — our shareholders,
clients, employees, suppliers and
the communities in which we work

With strong financial controls,
careful nsk management and
effective governance, we work to
a dlear set of KP! targets to grow
the Group at a rate at which we
can consistently deliver what we
promise and create a sustainable
business

Our performance in 2009 illustrates
the continued success of our
consistent business model
Cotopage 6=
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6 The CaptaGroup Plc  How we have performed in 2009

During 2009, the effort made
by our 36,800 employees has
been outstanding and has
contributed to another
successful year for the Group

Our results

GRAPH
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Key points . . :
YP - Steady organic growth. Major contract wins and
renewals of £1bn (2008 £124bn)
- Bid pipeline stood at £3.7bn in February 2010
(Feb 2009 £31bn); increasingly active market
- Broadened our operational capability: £177.5m
spent on 12 acquisitions
- Continued underlying operating margin progression:
increased by 16 basis points to 13.31% (2008 1315%)
—Strong underlying free cash flow up by 28% to £280m
(2008 £219m)
- 17% dividend increase, maintaining our dividend cover
of 2.3 times.
Our principal Am Progress
key performance 2009 2008
indicators (KPls) Eamings per share 3875p  3326p
Achieve long term steady growth in EPS
Operating margins 13.31% 1315%
Matntain and strengthen margins
Free cash flow £280m £219m
Maintain strong free underlying cash flow
Return on capital employed (ROCE) 20.6% 20 3%
Achieve ROCE which exceeds our cost of capital
Economuc profit £162m £139m
Achieve steadily tncreasing econormic profit
Gearing ~ interest cover 10 9x 7 4x
Maintain an efficient capital structure, with relatively low geanng
Caprtal expenditure 2.5% 35%
Keep at or below 4% of revenue
Shareholder value 17% 20%
Grow dividends at least in bne with earnings - annual growth of
total dividends
Retaining people 88% 88%
Mawwain fugh retention rates for serwar managers
{salanes exceeding £90k p a)
Maintain overall employee retention at or above industry average 84% 82%
{2009 84 3%, 2008 82 7%)'
Controlling our environmental impacts 79,212 73,057*

Continue to measure and assess our carbon footprint (tonnes CO,)

1CIPD 2008 and 2009

* Based on latest available preenhouse gas emnssons factors from Defra we have reviewed owr clatation methodology and to snsure sccurate

year on year cmiparsons our 2008 carbon footprnt has been restated

MIIA S5UISNY




8 The Capita Group Plc

How we have performed in 2009

Capita delivered a strong
performance in 2009 Organic
growth was steady with a number of
new major contracts secured in the
year and wtth businesses across the
Group delivering robust results
Additional spend by existing clients
was lower in 2009 but a focus on
optimising our operational
infrastructure and the growth of our
offshore operation ensured that we
continued to increase margins

In the year ended 31 December 2009,
turnover increased by 10% to £2,687m
(2008 £2,441m) Underlying operating
profit* rose by 11% to £3577m

{2008 £320 9} and underlying
profit before taxation* increased by
17% to £3251m (2008 £2772m)
Underlying earnings per share* grew
by 17% to 38 75p (2008 33 26p)
Underlying free cash flow™®* increased
by 28% to £280m (2008 £219m)

We have increased our total dividend
for the year by 17% to 16 8p
(2008 14 4p)

* excludes imtangble amortsation of £28 1m (2008 £18 6m) the
non-cash empact of mark to market movernent on financal nstruments
of £14m negatve (2008 £32m negatve) Loss on disposal of business
of £75m and an estimate for costs of £30m relaning to the suspension
of 2CEIC mvestment funds for whadh Caprta Fnancal Managers s the
authorsed cocporate drecior

** undertying cash flow excludes an exceptional additional pergion
contrbution ta the Group Pinal Salary Pension Scheme of £40m

Building value for shareholders

We focus on a number of other key
financial measures, alongside those
reported above, to ensure we build
value for shareholders on a consistent
basis over the long term These are
operating margin, cash flow, capital
expenditure, return on capital
employed, gearing and economic
profit We also focus on maintaining
a conservative and efficient capital
structure We have set out our atms
and performance regarding these
disciplines on pages 22 to 26

Additional financial mformation

Businesses across the Group performed
well in 2009 The majonity of our
businesses delivered good sales and
operational performance, especially
our businesses servicing the local
authority and education markets

Less than 10% of our Group revenues
are generated by businesses that are
potentially vulnerable to a weaker
economy and the majonty of these
delivered to our 2009 business plan
expectations, particularly our property
consultancy, resourcing and share
registration businesses

Conwversely, our collectives and
investment trust administration
business, Capita Financial Managers
(CFM), which administers nearly 600
funds and has annual revenues of

¢ £50m, was adversely affected by
the increased costs of IT and the
sharply increasing abligations of
regulatory compliance

Arch cru funds — As previously
reported, dealings in 2 open ended
Investment compantes [OEICs), for
which CFM is the authorised corporate
director {ACD) and Arch Financial
Praducts LLP (Arch} was the delegated
Investment manager, were suspended
on 13 March 2009 Since the
suspension, CFM has been working
with specialist adwisers to conduct a
detailed review assessing how this
matter should be resolved This
detailed work undertaken since March
2009 has resulted in significant costs
We have set aside estimated costs of
£30m (both incurred and potentially
to be incurred) in respect of resolving
this matter This figure has been
disclosed separately from the Group's
underlying profit in our accounts

for 2009
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CFM predominately provides
admunistration services to investment
funds and, 1n some cases, additionally
acts as ACD Inthe light of the
experience gained from the Arch cru
situation, we have undertaken a
strategic review of CFM and decided
that the balance between nisk and
reward in some of the ACD business
does not serve our shareholders well
Accordingly, we are now In active
discussions to dispose of this higher
risk part of thus business

See note 25 on page 111

Our marketplace

We remain the clear leader in the
overall UK BPQ market with 27 0%
market share (2008 25 5%)

Independent analysts have estimated
that the total 2009 market for BPO in
the UK was £6bn, against market
potential of £94 2bna year' The
capacity for long term growth
therefore remains substant:al as
organisations review their business
models and acknowledge the benefits
of outsourcing

We remain focused on selecting
oppertunities where we believe we
can meet clients’ expectations and
add value, fuelling cantrolled growth
and achieving a reasonable return for
the Group

Torvum 2008 and 2008

In 2009, our most active market was
local government We also saw
increased activity in financial services
and central government and ongoing
interest from the life and pensions
market We have seen a steady flow
of outsourcing opportunities across
both public and private sectors in
2009 As a result, the sector split of
revenues remained broadly in balance
at 50% private/50% public (2008
52%/48%) See pages 44 to 54

Organic growth

Cur markets continue to offer good
opportunities and our new sales
performance in 2009 was satisfactory
However, due to the prevailing
economic conditions It was more
difficult to secure additional revenues
from existing clients

QOur central major sales team pursues
complex, long term contracts which
bring together a wide range of the
Group’s skilis and generate high
quality, recurring revenues Securing
and renewing major contracts 1s an
important component of our growth

Contracts In 2009, we secured and
extended 15 major contracts with a
total value of £1bn (2008 17 contracts
totalling £124bn} including with

AXA Sun Life, Learning and Skills
Counail, Office for National Statistics,
Department for Children, Schools

and Farmilies BBC Audience Services,
Becta and NHS BSA 8 contracts and
renewals worth between £10m and
£50m were secured with an aggregate
value of £159m

To date in 2010, 9 new contracts

and extensions worth between £10m
and £50m with an aggregate value
of £195m have been secured

Bid pipeline Alongside these contract
wins, our bid pipeline has been
replerushed and reflects the quality
of business opportunities across our
markets In February 2010, the bid
ptpeline stood at £3 7bn (Feb 2009
£31bn) Behind this 1s an active
prospect list of opportunities which
are yet to reach a shortlist stage

Contract renewals We have no
matenal rebids of our contracts
{defined as having annual revenue
in excess of 1% of 2009 turnover) in
2010 and 2011, 2 rebids 1n 2012 and
none in the following 2 years

See pages 131016

IMAGE
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National Qutsourcing Awards 2009

Qur partnership with Prudential won
the Financial Services Outsourcing
Project of the Year

See case study page 65
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10 The CapitaGroup Plc How we have performed in 2009
Stimulating growth Optimising operational efficiency Valuing our people
through acquisttion Capita owes its success to its people

A key element of our growth is the
acquisition of small to mediurn sized
companies which widen our skills and
knowledge, extend our presence In
existing marketplaces or provide a
foothold in a new market We have
substantial experience of Integrating
acquired businesses and achieving
synergles with our existing operations

In 2008, we completed 12 acquisitions
for a total consideration of £1775m,
including CHKS, NHS Membership
Services, Hero Insurance Services,
Capmark Services Europe, Canllion

IT Services Ltd and Synetrix

fn 2010, our pipeline of potential
acquisitions 1s healthy To date, we
have acquired 2 businesses for a total
consideration of £16 8m Inventures,
a leading healthcare property
consultancy and NB Real Estate Ltd,
commercial property management
specialists See pages 16t0 18

National Customer

Service Awards 2009

Mark Wilson (Capita Life & Penstons —
Craigforth) Contact Centre Professional
of the Year

We have built up an extensive
operational infrastructure and a depth
of capabilities which enable us to fully
support our clients, provide flexible
operating models and share economies
of scale Wherever possible, we will
migrate and integrate systems, share
resources and rationalise premises to
optimise our infrastructure while
maintaining and enhancing services

In 2009, we have taken significant
steps forward in this ongoing process,
particularly across our Life & Pensions
business See pages 34 to 35

Group Board

After 9 years with Capita, Ernc Walters
decided to step down as Chairman
with effect from 1 January 2010

We thank Eric for fus considerable
contribution and wish him well as he
pursues other interests We are
delighted that Martin Bolland, who
has been an active and valuable
Non-Executive Director since March
2008, has assumed the role of
Chairman We also announced last
year that Paddy Doyle would be
moving to a part-time Executive
Director role He has now decided to
reduce his business interests further
and will continue on the Board as a
Non-Executive Director from

1 March 2070 We welcome Paddy’s
continued valuable contribution to
the Group See pages 70to 71

IMAGE
REMOVED

and the Board would like to take this
opportunity to thank all the talented
employees across our businesses who
have played a key role in Capita’s
consistent growth Against a backdrop
of difficult market conditions during
2008, the effort made by our 36,800
employees has been outstanding and
has contnbuted to another successful
year for the Group Whether joining us
through direct recruitment, contracts
or acquisitions, their hard work,
commitment and enthusiasm play a
vital role in helping us to meet client
expectations and In sustaining our
growth See pages 36 to 37

Future prospects

Capita 1s well placed to continue its
growth and ts experiencing a healthy
flow of new business opportunities

Our pipeline of sales prospects, strong
forward visibility of revenues from our
long term contracts and consistent
operational performance position us
well for further strong progress n 2010
and thereafter
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Achieving our goal through
a clear business strategy

Our straightforward goal is to continue developing Capita

as a long term, sustainable business that consistently performs,
delivering value to all our stakeholders — shareholders, clients,
employees, suppliers and the communities in which we work

To achieve our goal our business strategy focuses on 5
core etements

1. Generating
profitable growth
Pages12to18

. both organically and through acquisition We secure

long term, recurring revenues from new and existing clients
and acquire small to medium sized businesses to expand our
capability and take us into new areas

2. Controlling and

..through strong leadership and business practices

measuring growth With strong financial controls, careful nsk management and

Pages 22 to 28 effective governance, we work to clear financial KPI targets
within a robust management and operating structure

3. Delivering . to meet the needs of all our stakeholders We manage our

business responsibly business and resources with a clear set of non-financial KPls,

Pages 32 to 40 embedded policies and robust initiatives appropriate to the
distinct needs of our stakeholders, alongside reducing our
negative impacts on the environment and making a positive
social impact.

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

growth markets Ireland We seek opportunities across our 9 chosen public

Pages 44 to 54 and private sector markets where we can both deliver value
to clients and make a fair return for Capita

5. Maintaining by consistently delivering service excellence and sharing

performance Group resources and scale benefits Each business is

across o ur divisions aligned with the Group's overall objectives and strategy,

Pages 58 to 68 and 1s managed within a straightforward, pragmatic

divisional structure.
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Generating
profitable growth

2 Controlling and measuring growth . . .
T Delverng busiess responsbly We generate profitable growth in 2 ways — organically

2 Targeting growth markets and through acquisition. As a result, we have grown
3 Mantaning performance aciossour dwisions__ egnisistently and operate strongly across both the public
and private sectors.

1.1 Organic growth:

Aim: To identify and win business from new and existing
customers in the UK and Ireland that provides long term
recurring revenues

Progress: 15 major contracts worth a total of £1bn were
secured or extended in 2009

1.2 Acquisitions:
Aim: To acquire small to medium sized businesses that
broaden our skill base and extend our market reach

Progress: We spent £177 5m on 12 acquisitions in 2009

Qur consistent business model

GRAPH
REMOVED
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Organic growth -
securing major contracts
and highly recurring
business

Our organic growth is created in
2 ways

The majonty of our organic growth
comes through securing hugh quality,
recurring revenues from long term
contracts detivering multiple,
integrated administration and
customer services These contracts
have been consistently increasing in
length as clients seek longer lasting
partnerships to deliver more complex
service transformation they currently
average 9 years

We also seek single service business
that rolls over annually, has a high
repeat rate or 15 secured under medium
1o long term contracts of 2 to 7 years

The combination of long term
contracts and recurrent business
ensures highly visible future revenues

In 2009 our sales performance was
satisfactory We secured and extended
15 major contracts with a total value
of £1bn (2008 17 contracts totalling
£124bn)

Alongside these contract wins our
pipeline 1s constantly replenished
reflecting the quality of business
opportuntties across our markets
In February 2010, our bid pipeline
was £3 7bn (Feb 2009 £31bn)

We report on the pipeline twice a year
in our half year and full year results

it contains contracts of £10mor
above, where we have been shortlisted
to the last 4 or fewer all bids are
capped at £500m to prevent very large
ndividual contracts distorting

the total

Setting our bid success rate agamnst
cur bid pipeline provides a useful
ndicator of likely future sales growth
Historically we have maintained a win
rate of 110 2, in 2009 this reduced
slightly to 11n 3 as we gained
important insight and started to
establish key new relationships in
new markets, such as defence

Identifying new business
opportunities

Behind our bid pipeline 1s an active
‘prospect list’ of opportunities where
the bidding process 1s underway but
we have yet to reach a shortlst or final
brdding stage This prospect list 15 in
turn supported by a list of ‘suspects’ -
relationships which we are nurturing to
generate future bid opportunities

We constantly identify areas of
apportunity and potential clients
across all our chosen markets

We actively engage with potential
clients to demonstrate the benefits
and added value that outsourcing
offers to their organisations and
customers

In the private sector we seek

out apportunities through
business intelligence and existing
relationships, increasingly, we

are also approached directly by
organisations The procurement
process 1s determined by each
individual client, often working
with advisers

UK public sector contracts are subject
to defined procurement processes

EU policy requires ‘fair and open
competition’ and opportunities are
formally advertised and notified |n
addition, under EU competition law,
public sector outsourcing contracts
that are already in place must be
offered for tender when the initial
contract term is complete

Maintaiming selectivity

Procurement processes on major

bids, particularly in the public sector,
may take up to 2 years to complete
They can be costly in both time and
resources Sowe are highly selective
and disciplined throughout the bid
process, only bidding where we see
realistic opportunity for a sensible
working relationship that benefits both
the client and the Group We look for

—clients with whom we can build
a strong relationship and deliver
real benefits

—clients whose operations or services
to be outsourced are primarily
UK based

-a defined bid process with clear
decision criteria

—fit with our core competencies
In service transformation

—a fair nsk/reward balance

- lirmited requirement for capital
investment, unless there 15 a real
value proposition for the Group

—acceptable contractual obligations

If at any stage we feel that conditions
have shifted sigrificantly or that any of
these criterta are no longer met, we
will, after detailed consultation,
withdraw from the process It 15
essential for us to pursue only those
contracts that can both meet the
client’s expectations and generate
reasonable returns for Capita

M3lAl) ssaulisng
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Achieving our goal through a clear business strategy

1 1 continued

1. Generating profitable growth

Converting opportunities

We manage procurements either
centrally or at business level,
depending on the size and complexity
of the opportunity Qur major sales
team pursues complex, long term
contracts It can draw on the resources
of the whole Group to tailor solutions
to each client’s requirements

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

Retaining and expanding contracts

As well as securing new business from
new chents, we work to renew or
expand existing client relationships
We concentrate on generating client
satisfaction by meeting expectations
and delivering value

We agree detailed service standards
and key performance indicators to
measure progress and improverments
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

IMAGE
REMOVED

By delivering operational excellence
and adding value for our clients and
their customners, we achieve high client
retention rates In our 26 years of
operation we have only failed to renew
3 of our material contracts {defined

as generating more than 1% of the
previous year’s revenue) The most
recent of these contracts was the
London congestion charging scheme,
which ended in November 2009

We have no material contracts due for
renewal in 2010 and 2011, 2 rebids in
2012 and none in the following 2 years

We aim not just to keep cur
relationships, but also where possible
to grow them through supporting
further areas of our clients’ operations

Impending rebids of existing

material contracts*
Year Contract Value per annum {£m)
2010 None
20M Nane
2012 TV Licensing 50
Cnminal
Records Bureau 40
2013 None
2014 None

National Strategies contract 1s due to end 31 March 2011
and will not be re-tendered

*Defined as generatng more than 1% of previous year's revenue
Reverues per annum as per ongmal contract values.

National Qutsourcing Awards 2009

Contact Centre Provider of the year
for our Pearl life and pensions
operation in Glasgow

Securing appropriate pricing
and contract terms

Our major contracts are long term
commitments It 1s therefore essential
to get our pricing and contract terms
correct from the start, to deliver value
to both the Group and our clients

To ensure prudent pricing, we clearly
separate responsibilities

—sales teams client relattonships

—sales support teams pricing and
nsk models

- Group Board solution and pricing
approval (major bids)

We undertake extensive due diligence
to build detailed service, risk and
pricing models We often share these
openly with our prospective clients to
ensure that all our assumptions for
debvering successfully on the project
are robust and that the benefits
generated to both parties are fully
understood

Our contract price 1s generally made
up of a base cost that covers the
transformation and normal running
costs of the service Where demand on
the service infrastructure fluctuates,
the pniang will include a vanable
volume-related element All contracts
include a related basket of indices that
reflect the cost elements of the service
{such as wage inflation and RPI)

QOur track record in pricing contracts
correctly enables us to offer clients
sensible and realistic proposals while
robustly managing and mitigating risk
Once agreed, the terms of our
contracts are fixed This means we have
a good view of stable, long term
contracted revenues




The Caprta Group Plc

15

Major new contracts and extensions secured in 2009

Total value: £1bn, 15 contract

2008 £124bn, 17 contracts

wn

NEW NEW NEW NEW
AXA Sun Life Breckland Council Learning and Skills Office for
Council (LSC) National

Statistics (ONS)

Value' £523m
15 years

Value: £40m
15 years

Value £68m

4 years

Value' £25m
25 years

Service commencement June 2009
Dmasion Life & Pensions Serices

To administer 3 2 million mature
life and pensions policies including
customer servicing, policy
admenistration, claims actvity

Service commencement. June 2009
Civision Integrated Services

To provide plannming and building
control services te the Council
and create a new Capita Symonds’
business unit based at the

Contract commencement. May 2009
Dimvsion Integrated Services

To administer a range of
allowances to support learners,
including the Education
Maintenance Allowance and

Service commencement. March 2009
Drvision Integrated Services

To recruit, train and administer
the pay of all termporary ONS
workers who will work as field
staff for the 2011 Census of

and related iT support Counall’s offtces the Adult Learning Grant Population and Housing in

England and Wales
EXTENSION NEW NEW NEW
Department for BBC Audience NHS Business Becta
Children, Schools Services Services Authority  (Home Access
and Families (DCSF) (NHS BSA) Programme)
Value. £64m Value: ¢ £45m Value £100m Value' £15.7m
1year 9 years 7 years 17 months

Contract commencement, March 2010
Division Professional Services

National Strategies contract
extended from end of March 2010
to 31 March 2011 Following this,
National Strategies 1s being
discontinued by Government

Contract commencement. August 2009
Drasion Integrated Services

Awarded new contract to handle
viewers' and listeners’ complaints,
cornments and enguines via
phone calls, emails, SMS and
letters Also to provide action lines
for 1ssue-related programming,
audience management and
ticketing and daily feedback

Semce commencement. July 2610
Drvision ICT, Health & Business Services

To provide processing and
payments of 40 million dental
claims and a managed IT service
to support the Authonty, its
current portfolio of activities
and future growth

Service commencement. October 2009
Doision Imtegrated Services

To manage grant marketing
and adrmuristration for the
Covernment’s Home Access
programme, which provides
computers and intemet
connectivity to low-income
families to support learning

+8 contracts and renewals worth between £10m and £50m secured with an aggregate value of £159m

MR SSHLISNY
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Achieving our goal through a clear business strategy

1 1 continued

1. Generating profitable growth

1.2

Maintaining a strong
competitive position

Outsourcing has evolved rapidly
from delivering cost driven, single
service solutions to creating long term,
multi-service partnerships focused on
business transformation and added
value Many of our clients regard us
as an integral part of their business
Cost efficiency remains an important
reason for outsourcing, but it 1s
equally important to consider how
outsourcing can add more value to
clients’ operations and help themn to
Increase effectiveness and maintain
competitiveness

We are the clear market leader in BPO
in the UK, with an excellent track
record of service delivery and a strong
set of satisfied client referees We have
consistently led and helped shape the
market by developing our outsourcing
offering

Our knowledge and skill base and
extensive operational and technical
infrastructure I1s unrivalled As a UK
based business serving an almost
exclusively UK based clientele, we have
a detalled knowledge of our market,
and our management team 1s highly
accessible and swift to respond to our
clients’ needs

IMAGE
REMOVED

Organic growth

We maintain open and honest
discussions with our clients, which
allow us to develop a detailed
understanding of their business and
challenges We respond to clients’
specified requirements but always seek
to propose alternative service models
that deliver even greater benefits

Our clients are highly selective
Increasingly, they seek outsourcing
partners who have not just the
expertise and capacity to support
them but also the financial strength
and stability essential to building a
long term partnership We, too, must
be selective and we undertake detailed
due diligence of potential clients

Capita’s strong balance sheet and
cash flow reassure clients that ther
service 1s in the hands of a stable
partner Our proven record of strong
governance and ethical, socially
responsible behaviour is also a
competitive strength Together, these
elements clearly differentiate us
from competitors and are significant
barriers to entry for new participants
in all our markets

- Identify quality new business opportunities to expand and maintain

a buoyant bid pipeline

—Continue addressing opportunities selectively

- Continue to explore new market segments where we can add value,

such as health and defence

—Maintain bid process disciplines to secure approprate pricing and contract terms

- Maintain focus on retaining and expanding existing contracts

Acquisitions —
stimulating growth

Acquisitions have consistently played
a key role in stimulating our growth
We continuously look to acquire niche
businesses that will help us to enter
new markets where we can grow
organically, strengthen existing
capabilities and market positions and
build economies of scale, or access a
new client base

Adding value through
acquisitions in 2009

In 2009, we spent £177 5m on

12 acquisitions Qur pipeline of
potential acquisitions is healthy and
in the first 2 months of 2010 we spent
afurther £16 8m on 2 acquisitions
We continue to be selective and
remain discoplined when assessing
opportunities
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Acquisitions in 2009

Total spent: £177.5m on 12 acquisitions

2008 £1474m on 12 acquisitions

Trust administration

Health services

insurance services

Health services

FMS

CHKS

Hero Insurance
Services

NHS membership
Services

Value. £2m

Value £11.6m

Value £15m

Value £2m

£11m deferred consideration
Casion. Insurance & Investor Services

Trust admirustration company
based in the Nethertands

Drasion. ICT, Health & Business Seraces

Provides healthcare intelligence
and quality improvement services
to healthcare professionals

Over 90 NHS trusts as ckents

Dmision Insurance & Investor Semaces

Acquired from L= {formerly
Liverpool Victona) A personal
lines broker offering insurance
for cars, motorbikes, homes
and commercial vehicles

Dvision. ICT, Health & Business Services

Provides membership services and
engagement programmes for over
50 NHS trusts

Property services Financial services Property services IT services

MMB Capmark Services  Andrew Martin Carillion IT
Europe Associates Services

Value' £4.85m Value. £10m Value £2.25m Value: £36m

Owision Integrated Services Dnasion Insurance & Investor Services £4m defemed consideration Division ICT, Health & Business Services

Dmvision Integrated Services

A specialist in the development, Provides administration services The external IT services business

tmplementation, operation and for secuntsations, commeraal Emplays 40 chartered town of Canllon plc, Canllion IT

management of Intellgent mortgages, commeraial property planners, urban designers, Services, offers outsourang,

Transpart Systems on the UK loans and asset managers landscape designers and managed services and network

motorway and trurk road network

Life and pensions

Trust administration

emvironmental planners offenng
adwice on a wide range of planning,
development, regeneration and
emvironmental matters

Property services

infrastructure solutions

IT services

Gissings Consultancy
Services

Fidei

Multi-Tech

Synetrix

Value £9m

Value. £5.3m

Value. £4.4m

Value. £75m

Dovisson. Life & Pensions Semices

Provides actuarial, advisory,
investrnent and administration
services for UK pension plans and
15 also a leading player in the
advisory market for the buyout
of pension kabilities

£5 7m deferred corsideraton
Dnsion. Insurance & investor Services

Trust administration campany
based in Luxembourg

£4 7Smdeferred consideration
Drsion Integrated Services

Engineening consultancy which
specalises in engineering,
design and project management
services to the chernical, food,
petrochemical, energy, recycling
and pharmaceutical sectors

Net of cash acquired
Dwsion {CT, Health & Business Services

Specialises in the design,
development, integration and
deployment of converged
networks, hosted application
solutions, managed secunty
solutions and software platforms

MIHAD SSaUISNG
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Achieving our goal through a clear business strategy

1 2 continued

1. Generating profitable growth

Selecting appropriate acquisitions

We focus on acquiring small to
medium sized businesses that bring
complementary skills and services and
strengthen our position in our target
markets or expand our current reach
Expanding our presence through
subsequent acquisitions and contract
wins creates significant scale benefits

To stimulate growth we generally seek
target acquisitions that

—have operations and customers in the
UK and/or Ireland

—fit with our strategy and core
compeatencies

—generate sustainable, quality revenues

IMAGE
REMOVED

Acquisitions

Rigorous selection
critenia and pricing

Smooth integration
of acquisitions

Potential acquisitions are identified

and brought to the Group by external
consultants, people in our businesses,
ordirect approaches We are highly
selective and due diligence 15
undertaken at both Group and business
level All acquisitions are assessed,
priced and agreed by the Group Board

We tend to select acquisition targets
that are

- privately owned

—too small to interest the private
equity market

—not In an auction —we aim to acquire
without competition

—attractively pniced, with scope to add
value for shareholders

This disciplined approach enables us to
negotiate sensible purchase prices and
terms, so generating good returns for
the Group

—Continue to encourage businesses to identify suitable acquisitions

—Select acquisitions that complement or grow our business offering

- Maintain rigorous cntena for selecting targets

- Maintain stringent disciplines regarding pricing

—Continue to enhance integration process

We have substantial experience of
successfully integrating acquired
businesses and achieving synergies
with our existing operations Stringent
due dihigence, before and after
acquisition, enables us to set clear
targets for growth, integration benefits
and profit A dedicated project team
manages the transition = bringing
financial pracedures, information and
communications technology {ICT), HR,
legal, compliance and marketing
quickly into line with our standards
Acquinng only small to medium sized
businesses enables us to integrate
them into our existing business
infrastructure efficiently and allows

us to generate value faster
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Case study 1

The NHS wanted to help
citizens make informed
choices more cost effectively
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Now NHS Choices informs and
empowers 7m citizens a month

IMAGE
REMOVED

NHS Choices is helping to
improve the nation’s health,
enabling people to take care of
themselves, giving them reliable
information on conditions and
treatments, allowing them to
make informed choices about
their care and engaging them

in raising standards.

So what are we doing?

- Focusing on customers

- Bringing new creativity

~Providing a flow of high-quality
new content

—Increasing NHS Choices’ market share
doubled in a year

—Partnenng with NHS trusts, providing
syndicated content for their local sites

—Providing content to Boots, Google, AOL,
Yell and others to reach more people

In 2008, Capita took cn NHS Choices, a health information website
with big ambitions Our 3 year mission develop it into the health
service’s digital front door in England, while reducing costs

Providing information i1s not an end in itself The Department of
Health wants the website to encourage and help people to take
responsibility for their health, reducing the burdens on the NHS

So a primary goal Is to attract more visitors, empowering them to
make health decisions by providing them with content, interactive
tools and videos in order to become better informed and take control
of their health and wellbeing

Our target of 7 million visits a month by 2011 tooked stretching

But by ensuring we are delivering a robust service and expanding

the website’s usefulness imaginatively we achieved it 2 years early
Visits doubled within 12 months In October 2009 the website
attracted 9 5 million wisitors and the 2009 average was 72 million

By 2011 we are now targeting at least 11 7 million and we have a
programme of technology refresh and enhancement to ensure
continuous improvement Meanwhile, we are eliminating duplication
of effort — and cost - elsewhere by providing syndicated content for
NHS trusts’ local websites

NHS Chotces is helping to transform the delivery of health and social
care, making it more patient centred and accessible And the flow s
two-way as well as providing authoritative information on conditions,
treatments and services, it enables citizens to rate their experiences
Hospitals are making improvements in response to patient comments
on the website, and we are seeing a similar impact on GP practices
since the comment facility was extended to cover them in 2009

As well as giving patients choice, it’s giving them a voice




Anywhere, anytime,
Zoe Thomas now just
needs her laptop to...
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..find out what others say about her local

GP surgery

...check her symptoms
..find an NHS dentist

...monitor her pregnancy using online tools
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1 Generating profitable growth

Controlling and
measuring growth

3 Dels b ol;
e Strong leadership and clear business practices are essential to

5 Maintaining performance across our divisions creat:ng a fmanaally stable organlsatlon capable of supportlng
sustained growth and delivering healthy investor returns With a
stable and expenenced management team and robust business
practices in place, we focus on securing and delivering profitable
business to generate steady, controlled growth

Our growth I1s underpinned by the following disciplines and these
remain our priorities for 2010

2.1 Maintaining strong structure and control through robust
management and operating structures

2.2 Focusing on clear financial key performance indicators (KPIs)
with strong financial controls and effective governance

2.3 Maintaining careful risk management consistently

throughout the Group
Our principal Aim Progress
financial KPIs = =
Earnings per share 38.75p 3326p
Achieve long term steady growth in EPS
Operating marguns 13.31%  1315%
Maintain and strengthen rmargins
Free cash flow £280m  £219m
Maintain strong free underlying cash flow
Return on capital employed (ROCE) 20.6% 203%
Achieve ROCE which exceeds our cost of capital
Economic profit £162m  £13m
Achieve steadily increasing economic profit
Gearing — interest cover 10.9x 7 4x
Maintain an efficient capital structure, with relatively low geaning
Capital expenditure 2 5% 359%

Keep at or below 4% of revenue

See pages 24 to 26 for more detail
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Maintaining strong
structure and control

Our management structure and
business reporting process promote
accountability and knowledge sharing
across the Group, keeping management
responsive to performance and trends
In the business and the wider
marketplace

In 2009, the Board comprised

a Non-Executive Chairman, 3
Non-Executive Directors

and 5 Executive Directors —

Chief Executive, Group Finance
Director, Chief Operating Officer,
Business Development Director
and a part-time Executive Director

From 1 March 2010, the Board
comprises a Non-Executive
Chairman, 3 Non-Executive
Directors and 4 Executive Directors
We are actively seeking to recruit
further Non-Executive Directors

Our management and governance structure

The Board i1s responsible for
establishing, maintaining and reviewing
the Group's growth strategy, financial
performance, systems of internal
control and Group-wide policies

See pages 7010 78

The Chuef Operating Officer and the
Dwisionat Directors are responsible

for the development and performance
of the divisional businesses They
communicate and monitor the
application of Group-wide business
objectives, policies, procedures and
standards They work with and delegate
responsibility to their management
teams See pages 58 to 64

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 and
product developments and changes
in the competitive landscape The
business units’ financial plans feed
into the Group financial model

Monthly operational business (MOB)
reviews focus on the performance of
each business unit in each division
Management teams assess each unit’s
performance against plan and discuss
its ongoing development, determining
how planned targets will be met These
are forums to share knowledge and
identify challenges early, develop
tactics, reallocate resources and refresh
strategies Board Executive Directors
attend divisional MOBs, ensuring they
have a detailed knowledge of the
progress of the divisions and @ monthly
view of actual and anticipated
performance against business plans

GRAPH
REMOVED
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Achieving our goal through a clear business strategy

2.2

2. Controlling and measuring growth

Focusing on clear
financial KPIs

We are a financially focused business
We monitor and challenge financial
performance at all levels to probe the
health and progress of cur 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 our shareholders

We focus particularly on KPIs in
7 areas and these remain our priorities
for 2010

Earnings per share (EPS)

Aim to achieve long term growth
in EPS

Long term growth in EPS 1s a
fundamental driver to increasing
shareholder value Board Directors’
long term incentive schemes have EPS
targets to align their interests with
those of our shareholders

Progress In 2009, underlying earnings
per share grew by 17% to 38 75p
(2008 33 26p)

GRAPH
REMOVED

*excluding intangible amortisation non-cash impact of mark to market
movemnent on financial iInstruments loss on disposal of business and
exceptional tosts relating to the Arch cru funds.

Operating margin

Cash flow

Aim to maintain and strengthen margin

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

Progress In 2009, we continued our
tong term trena of steadily improving
underlying operating margin with an
annual increase of 16 basis points
{bpts) to 13 31% {2008 1315%)

GRAPH
REMOVED

Aim to maintan strong operating and
free cash flow We generate a
predictable and consistent cash flow

Progress In 2009, we generated
excellent cash flow with £437m
generated by operations, representing
an operating profit to cash conversion
rate of 122% (2008 122%) Our
underlying free cash flow, defined as
operating cash flow less capital
expenditure, interest and taxation,
increased by 28% to £280m

(2008 £219m)

Our success reflects the strength of
our business modet and management
approach, including securing timely
payment terms, focusing on cash
generation, providing valued services
and maintaining an efficient finance
function

GRAPH
REMOVED

GRAPH
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Economic profit

Am achieve steadily increasing Group
economic profit We are focused on
delivering value for our shareholders

An effective way of measuring this 1s to
assess whether our after tax returns are
sufficient to cover the returns required
from all our capital providers
(Weighted Average Cost of Capital ~
WACC) Group economic profit allows
us to assess whether the return
generated on the average capital base
1s sufficient to meet the base return
requirements of our investors (debt
and equity) Positive economic profit
therefore means that we have created
value above this base level

Progress In 2009, we achieved
positive econornic profit of £162m
(2008 £139m}

GRAPH
REMOVED

Return on capital employed
(ROCE)

Aim steadily increasing ROCE which
exceeds our cost of capital

This ensures that we add shareholder
value over the long term In recent
years we have successfully widened the
margin between the cost of our capital
and the returns we generate by
Investing it

In the chart on the nght the weighted
average cost of capital (WACC)
indicates the return that could be
expected from the capital invested

in the business It 1s calculated by
welghting 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 assuming a rnisk
free rate of 3 97%, an equity risk
premium of 6 95% and a Beta of 0 69

Progress During 2009, our post tax
return on average capital employed
improved to 20 6% (2008 20 3%)
This compares to our estimated
WACC which 15 79%

GRAPH
REMOVED
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Achieving our goal through a clear business strategy

2.2 continued

2. Controlling and measuring growth

Gearing

AIm maintain a conservative and
efficient capital structure, with a
relatively low level of geanng

It 15 important for our clients that

we are a low nisk, stable partner,
particularly where we are delivering
large scale operations on their behalf
and even more so during the current
volatile economic conditions

The Group has substantial 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 and Arch cru costs
(underlying EBITDA) However, we
would be unlikely to incur borrowings
which would reduce interest cover
below 7 imes

Progress Group interest cover for
the year ended 31 December 2009
was 10 9 times

Balance sheet geanng

2009 2008
Net debt
Bond debt (£m)** 582 679
Bank faclites
drawn/{deposit) (Em) (182) (87)
Loan notes (Em} 3 4
Bank term loan (£m) 200 -
Other 2 -
Total net debt (£m) 605 596
Interest cover 10 9x 74x
Net debt to EBITDA 15 16

**Ungeriying net debt after wnpact of currency and nterest swaps

Debt profile We have substantial
headroom to take advantage of
opportunities to add value to
shareholders as they anse Following
repayment of £100m in june 2009, we
have £579m of private placement debt
which matures between 2012 and
2018 Alongside this we have raised a
£200m bank term loan maturing in
July 2011 and have an unused revolving
credit facility of £245m maturing in
December 2011 See note 23 on pages
109 to 110, and note 26 on pages 111
to 112

Capital expenditure

Aim keep capital expenditure (capex)
at or below 4% of revenue

This helps us to focus investment on
the opportunities that generate
greatest shareholder value and avoid
tytng up too much capital in leng term
projects

Progress In 2009, we met this
objective, with net capex at 2 5% of
annual reveniue We believe capex at
or below 4% 1s sustainable for the
foreseeable future There are currently
no indications of significant capex
requirermnents in our business forecasts
or bid pipeline But we would not rule
out the possibility of exceeding 4%

if we saw an exceptional opportunity
to use our financial strength as a
competitive advantage

GRAPH
REMOVED
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Maintaining careful
risk management

Risk Management & Governance

Systems and procedures are in place
across the Group to identify, assess and
mutigate major business risks that
could impact the delivery of our
growth strategy Monitoring our
exposure to risk 1s an integral part

of the MOB process, described on

page 23

Across a number of our businesses,
including all the regulated businesses,
the MOB process I1s supplemented by
formally constituted nisk committees
and a “Black Hat” process to monitor
and seek Board approval regarding
acquisitions and major bids

At Group level, nsk management 1s
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 page 23

GRAPH
REMOVED
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2. Controlling and measuring growth

2.3 continued

Risk management
Risk category Risk mitigation
Financial - Financial performance of each business unit 1s momitored each - Treasury management the Group's financial instruments for
month and actual progress against plan is challenged by the fundraising are bonds, terrn debt, unsecured loan notes, finance
Executive Directors leases and overdrafts The Group has vanous other financial
— Capital expenditure 1s subject ta ngorous budgetary controls instrurnents such as trade creditors and debtors that anse
and spending above speafied levels requires Croup sign-off directly from its operations Where appropriate, the Group may
also use dervatives to hedge its exposure to fluctuations in
interest rate and foreign exchange rates It s the Group's policy
that no speculative trading in financial instruments will be
undertaken
Delegates/ - Ongoing nisk-based oversight and performance monitoring —Rigorous risk-based due diligence processes for the selection
Counterparties of all key operational delegates/suppliers and other key of key delegates and wider counterparties, and significant
counterparties re-assessment exercise congucted i curent economic
environment
Operational nsk - Escalated via the MOB process and nsk committees ~Continuous cycle of learning and smprovement actions across
to Divsional Directors and the Board as appropriate the business
- Operating performance indicators in place across all - Risk-based independent assurance programmes focused on
businesses/contracts key areas of operational nsk
- Key Croup forums in place providing operational risk support
in the areas of
- Infermation Secunty
- Business Continuity
- Payment Card Industry Compliance
New contracts - Rigorous, risk-based due diligence process - Secure appropriate pricing and contract terms to ensure fair
- Fit with strategy and pncing 1s subject to consideration and nisk/reward profile
approvat by the Board ~Transition process to ensure maximisation of continunty of
- Aligned with core competencies and financial targets service and retention of staff
Acquisitions - Aligned with core competencies and financial targets — Integration process to ensure adoption of Group policies
- Rigorous, risk-based due diligence process and procedures
- it with strategy and pncing 1s subject to consideration and ~ Continuous impravernent approach to the take-on and
approval by the Board integration of new businesses
Fraud - Mitigating poliaes and procedures are published by the — Zero tolerance to fraud and financial cime

Group Risk and Business Assurance function in conjunction with  _ Computer based anti-fraud and fraud management tramning

Group Compliance

deployed across operations

Financial services

- Monitoring by the Group Compliance function to ensure

- Ensuring the business has appropnate poliaes and procedures in

regulation that regulatory risks are identified, assessed, monitored, place

managed and controlled - Risk based monitoring and reparting of findings continues ta be
- Reporting to senior management, subsidiary boards undertaken in accordance with entity level compliance plans
and Risk Committees approved by senior management
- Independent reporting to the Audit Commuttee

Reputation - Robust process for handling and escalating enquines/ - Centralised proactrve and reactive PR team to promote Group
complamnts from all stakeholders at both a business/contract and business urits and manage communications regarding
and Group tevel - pimarity chients, media, public and supplsers 1ssues

Procurement - Group Procurement prepares and manages the generic ~Individual contract or category Risk Registers are produced by
procurement nisk register which is produced annually and procurement managers for all high value or high-risk {Group}
owned by the Group Procurement Director This Risk Register contracts, and when assessing or reviewing Tier 1suppliers.
identifies the key supply chain nisks across Group contracts and
suppliers, and 1dentifies actions to prevent occurrences

Attracting and - Investment in traning and development - Succession planning 1s a key element of MOB process

retaining staff - Competitive, appropriate incentive schemes ~Continual developrnent of our screening and reference process

for all employees
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The HSE wants to stop

cowboy gas fitters
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Now there are more registered
engineers than ever before

IMAGE
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A 2006 review by the Health
and Safety Executive identified
‘a case for change’ to the
CORG! scheme that had been
registering gas installers since
1991. In competitive tender,

Unsafe gas work and appliances can serously injure and kill Last year
alone, 310 people were injured in gas related incidents — through fires,
explosions, gas leaks and carbon monoxide —and 18 died In its 2006
review of gas safety, the Health and Safety Executive (HSE) found that
45% of people were not fully aware of these risks This prompted the
HSE to overhaul the gas registration scheme, appointing Capita to run

Capita was appointed to
overhaul the scheme and
operate it for 10 years from
April 2009.

So what have we achieved?

- Created and promoted an
award-winning new brand

- Introduced new web |T to manage
registration

— Reduced costs for engineers

- Set up new online and helpline
support for consumers and engineers

- Sharpened the inspection regime

- Attracted a record number of
registrations

a new register for gas engineers

The register went live in April 2009 The trade welcomed the lower
registration fees, free promotional matenals and strong technical
support including a free helpline By the year-end close to 61,000
firms and 126,000 engineers had signed-up the highest levels
ever achieved

Building recognition of Gas Safe Register as the replacement for the
long-established CORGI scheme was a major challenge But strong
promotion, clear branding and award-winning design ensured that
within 6 months of {aunch Gas Safe was close to its target of 40%
unprompted brand recognition Consumers welcomed the new
Freefone service and website that helped them find local engineers
—and check their qualifications and photos

The HSE has praised our more rigorous inspection regime — which
carries out more Inspections, using a nsk-weighted approach rather
than letting engineers nominate their own work for inspection And
reputable firms appreciate the way Capita has positioned Gas Safe
Register as a campaigning brand that supports registered engineers
and promotes gas safety As a recent ad campaign says “Gas and
cowboys don't mux”
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Philip Orrow ..pays lower fees (with more reductions to come)

is one of 126,000 ..can register and renew online at any time
gas engineers who ..can be found through the Gas Safe website

now... . .
..has access to a free technical helpline
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Achieving our goal through a clear business strategy

1 Generating profitable growth

2 Controlling and rmeasuring growth

4 Targetng growth markets

S Maentaining performance across our dvisions

Delivering 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 6 main areas that reflect our
stakeholders’ interests and these remain our priorities for 2010:

31 Shareholders: Consistently delivenng value to our shareholders

3.2 Clients: Bullding appropniate scale and capacity and optimising
our infrastructure to support our clients’ needs

3.3 Employees: Managing resources well by actively attracting and
building a quality workforce of motivated and supported people

3.4 Suppliers: Creating successful supplier relationships to ensure
quality, responsible and cost effective partnerships across the Group

3.5 Environment: Controlling and mirumising our environmental
Impacts

3 6 Communities: Supporting the communities in which we work.

Our principal
non-financial KPIs

Aim Progress
2009 2008
Shareholder value 17% 20%

Grow dividends at least in Lne with earnings - annual growth of
total dividends

Client resources building scale & capacity 62 62
Continue to grow our infrastructure of business centres to business centres  business cenres
meet the needs of our growing business

Employee resources retaining people 88% 88%
Maintain high retention rates for sentor managers

(salanes exceeding £90k pa)

Marntain overall employee retention at or above industry average 84% 82%

(2009 843%, 2008 82 7%)’

Create successful supplier relationships 100% 100%
Annually audit all ver 1suppliers aganst Capita’s standards of business

Controlling our environmental impacts 79212 73,057*
Continue to measure and assess our carbon footprint {tonnes CQ,) !

Supporting our communities £1.4m £12m
Continue to rmeasure and grow our total commumty investment
annually, using London Benchmarking Group (LBG) methodology

1CIPD 2008 and 2009
* Based on latest avalable greenhouse gas emissions factors from Defra we have reviewed our calculation methodology and to ensure accurate
year on year comparsons, our 2008 carbon footpant has been restated
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Delivering
shareholder value

Aim to create sustainable growth
and deliver healthy investor returns
We maintain a strong structure and
controls, focus on clear financial KPIs
and apply consistent thorough risk
management See pages 22to 28

After investing in the business, we
use surplus cash to deliver further
shareholder value in 3 main ways
through acquisitions, dividends
and share buybacks

Progress Including the proposed
2009 final dividend, £929m has been
returned to shareholders in respect of
the last 5 years — £367m in ordinary
dividends, £155m in special dividends
and £407m through share buybacks

| Funding acquisitions to add value

in 2008, we spent £1775mon

12 acquisitions There 15 a good volume
of opportunities valued at attractive
levels and we expect this to continue
through 2010 We will continue to

be selective and disciplined when
assessing opportunities

See pages 16t0 18

Il. Distribution to shareholders
through dividends

The Group dividend strategy 1s to
return surplus cash to shareholders
through a combination of progressive
dividends and, when appropriate,
capital returns

A key element in the creation of
shareholder value 15 a progressive
dwidend policy Overthe S years to

31 December 2009 we grew our
dividend at a compound annual rate of
25% Dividend cover for 2009 remains
at 2 31 times (2008 2 31 times)

iil Share buybacks

Opportunistic share buybacks help

us to maintain an efficient capital
structure and minimise our long term
cost of capital In 2009, the Group did
not buy back any shares as we have
focused our capital on the flow of
attractive acquisition opportunities

We will however continue to buy back
shares if apportunities arise and market
conditions allow

Dividend per share 2009 2008 2007 2006 2005 2004
Interim dividend (p) 560 480 400 270 210 175
Final drvidend (p) 120 960 800 630 490 360
Total ordinary dividend (p} 1680 1440 1200 900 700 535
Special dmidend (p) - - 2500 - - -
Total dividend (p) 1680 1440 3700 900 700 535
Dmdend cover (excluding specialdwvidend) 231« 231x 234x 257x  266x  285x
Totals 2009 2008 2007 2006 2005 2004
Interm ddend (£m) 34 29 25 17 14 12
Final dividend (£m}) 69 59 49 39 32 24
Total ordinary dividend {£m) 103 88 74 56 46 35
Special dwidend (£m) - - 155 - - -
Total dividend paid (£m) 103 88 229 56 46 35
Share buybacks 2009 2008 2007 2006 2005 2004
% of share capital authonsed to repurchase 10 10 10 10 10 10
% of share capital repurchased - 17 1 79 19 13
Issued share capital at year end {m) 617 61 609 617 67 671
No of shares repurchased (m) - 104 66 529 133 89
Average price {p) - 659 665 465 375 315
Total cost (£m) - 68 44 245 50 28
Shareholder returns 2009 2008 2007 2006 2005 2004

Total return to shareholders (Em) 103

156 273 30 96 63
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3.2

3. Delivering business responsibly

Building scale and
capacity and optimising
our infrastructure

Aim to have the right resources in
place, both in terms of infrastructure
and people, to satisfy clients that

we have the operational scale and
capability to deliver our promises

Progress We have built up an
extensive operational infrastructure
and a depth of capabilities which
enable us to fully support our clients,
provide flexible operating models and
share econormies of scale

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
we review comprehensive operational
management information through the
MOB review process (see page 23)
This enables us to manage our
resources in a way that meets the
needs of our clients and delivers

our key financial targets

Wherever possible, we will migrate and
Integrate systems, share resources and
rationalise premises to optimise our
infrastructure while maintaining and
enhancing services In 20089, we have
taken significant steps forward in this
ongoing process, particularly across
our Life & Pensions business

Sharing scale benefits

Blended service delivery

Our substantial scale and broad
capability enables us to put ferward
compelling propositions to clients
and underpin the winning of major
integrated service transformation
contracts

The delivery of progressively larger
contracts, with commen processes and
substantial numbers of transfernng
employees, fuels the growth of our
operations and resources As we
increase scale, we are able to deliver
more services and contracts through
shared ICT platforms and operating
structures, providing greater benefrts
to clients They benefit not only from
cost efficiencies but also from greater
access to specialist skills and flexible
service delivery models

Qur business centres, where we are
able to run a broad range of shared
services, form a central part of our
service delivery infrastructure They are
also excellent reference sites, allowing
potential clients to see operations first
hand and to speak with employees
who have transferred to Capita from
client organisations At the end of
2009, we had 62 business centres
onshore in the UK, nearshore in Ireland,
the Channel Islands and Europe, and
offshore in India

Our infrastructure allows us to offer
clients an onshore/offshore delivery
model structured to meet therr
indvidual needs By combining
onshore and offshore resources we can
deliver maximum service flexibility,
quality and cost effectiveness Our
comprehensive security and quality
assurance systems ensure consistent
service quality across the enttre
infrastructure

Offshore operations

We established our offshare
operations in India i1 2004 and they
play an increasingly important role in
our business and long term growth
strategy Capita India 1s fully integrated
into the Group and operates like any
other Capita business with the same
values, technical infrastructure and
operating model It continues to
develop strongly both in scale and
scope of services and 1s a compelling
proposition when offered as part of
many of our bids It also plays an
increasing role in supporting Group
businesses and Group support
functions

We now have 3 sites in Mumbay,
1site in Pune and a new operatton in
Bangalore These sites are specialist
centres, delivering services to multiple
clients or providing multiple services
to asingle client
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The sites share a combined
management team to ensure they

all benefit fror their collective skills
We proactively recruit from the highly
skitled graduate workforce that 1
available in these locations Their skills,
knowledge and excellent work ethic
help us meet our objectives of
delvering a first class service to our
cbients Capita is widely regarded in
India as a first class employer who will
encourage and help employees grow
and develop their careers We therefore
benefit from being able to attract and
retain a highly skilled and professional
workforce

At the end of 2009, our Indian
operations represented approximately
10% of our overall headcount and
delivered significant growth in profits

Business centre network

Adding value and
protecting our clients

Alongside helping our clients to
function more efficiently and cost
effectively, we are continuously locking
to enhance operations to ensure that
their customers receive appropriate
and flexible services We do this
through improving business processes,
Increasing customer choice and
accessibility and looking for
opportunities to apply innovation

The wider benefits of our efforts for
our chients extend to the public and
local communities where we operate

By responsibly managing our clients’
services we ensure that we adhere

to any legal requirements regarding
data protection and information
security We have robust policies

and procedures governing data
security, which include policies, user
guidance, online training and incident
procedures It1s mandatory for all
Capita employees to complete
information security, data protection
and fraud awareness training every
year Qur employee vetting policy
applies to all our employees, including
contractors and temporary employees
Where our clients have any particular
risks in their business we work with
them to address their requirements

Onshore UK

Nearshore: Ireland,
Channel Islands, Europe

Offshore India

Core client marketplace

Additional tax jurisdictions to
support clients’ products

Quality, cost effective offshore
service delivery

52 business centres

5 business centres

5 business centres

Back office administration

Customer services

Data validation and entry

Customer services

Life and pensions administration

Claims and policy administration

Life and pensions

Financial services

Fund managerment adrministration

IT and software

Corporate registrars

Accounting and finance processing

Resourcing and training

Loan administration

Payroll processing and HR Services

Share registration
Property consultancy
Electronic document processing

Clarms and policy adrministratien
HR administration

Property consultancy
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3. Delivering business responsibly

Motivating and
supporting our people

Aim to attract, develop and retain a
talented, ambitious workforce with the
right skills and capacity to meet the
needs of our business as 1t grows

Progress Our 36,800 employees are
primarnily based in the UK, Ireland, the
Channel Islands and India We have
created a workplace that 1s supportive,
rewarding, diverse, safe and inspiring
and have therefore become an
employer of choice and well positioned
to attract the best talent

Leadership development

Our company culture 15 one of strong
leadership Investing in skills and
developing our people 15 critical to

our future prosperity In 2009, we
enhanced our approach to training
and introduced the Capita Academny,
which provides all employees with
training opportunities, and the Capita
Managers Academy, providing specific
courses to ensure that managers are
well equipped to help deliver our
business strategy, respond to clients’
needs and direct and support our
people effectively In order to promote
knowledge shaning across the Group
and prowvide career progression and
variety, we actively reassign managers
to new business areas

GRAPH
REMOVED

Engaging our people

Developing our people

We rely on our people to drive
forward the business and therefore
effective engagement with our
employees s vital As 70% of our
employees transfer to Capita from
other organisations, maintaining a
positive Group-wide culture 15
important to us Our relatively flat
management structure allows fast
decision making, team-working and
support across the Group We use

a range of communication tools

and encourage open, two-way
communication An annual employee
survey helps us to identify and track
where our policies and inttiatives are
working well and similarly which areas
need improvement

Employee integration

Successfully managing large scale
employee integration is one of Capita’s
greatest strengths, giving our clients
confidence when rmaking the decision
to transfer their employees to us

The key to this i1s robust transfer
procedures coupled with good
communication We consult with the
potential transferees throughout the
whole process, providing support and
information and explaining the
benefits of the transfer, as well as
introducing them to our company
culture and values

Training is firmly embedded in all
our businesses This encourages and
supports personal and career
development, which in turn helps
our employees achieve greater job
satisfaction

Our managers develop individually
tailored career paths for our employees
We focus on 3 main types of training -
specaific job related skills, personal
development and vocational and
professional qualifications In 2009,
we Invested £11 9m in employee
training, providing 4,100 training days
for our employees Our Vocational
Learning programme, introduced (in
2007, has helped over 1,000 employees
gain vocational qualifications
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3.4

Rewarding performance and
recognising success

Diversity, inclusion and
human nghts

We recognise and reward the individual
performance of our employees, both
financially and through our People
Awards programme Remuneration
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 therr financial
reward is linked to the financial success
of the Group

We alsc offer our employees the
opportunity to benefit from Capita’s
success through our sharesave and
ownership schemes In 2009, the
scheme had 11,042 participants,
with 32% of our eligible employees
taking part

As a large employer operating ina
number of countries, we believe that
our success Is a direct result of the
experience and quality of our
employees We believe this is best
achievad by developing our employees’
talents, whilst recognising their
differences and benefiting from thewr
unique skills Where possible we ensure
that our workforce reflects the
composition of the local community

Our equality and diversity policy sets
out the behaviour we expect from our
employees — to provide a workplace
where people are treated fairly and
equally, and are free from all forms of
discrimination We encourage all our
employees to complete an online
diversity training course Compulsory
completion of this training 1s required
in all our businesses regulated by the
Financial Services Authonty

Our HR policies meet UK, European
and Indian employment law as well as
international human nights legislation,
including International Labour
Organisation standards

Employee wellbeing

We encourage our employees to have
a good wark-life balance and offer
thern the flexibility to allow this
Where possible we support part-time
working, job sharing and flexible
working hours We are commutted to
the health, safety and wellbeing of our
employees and contractors More than
3,500 managers and Health and Safety
advisers have attended the Group's
Health and Safety management
courses over the last 3 years, and
specific traiming has been provided for
any employees facing safety nsks

Creating successful
supplier relationships

Aim to ensure that we select, procure
and manage our supply chain
effectively to serve the needs of our
business and our chients well, and to
safeguard our values and reputation

Progress We have established robust
procedures to carefully select and
manage our supply chain and ensure
good procurement practices across the
Group Qur supplier relationships are
managed at Group level and at a local
level by procurement specialists in our
businesses We also manage some of
our clients’ supplier relationships

In 2009, our Group Procurement team
revised our procurement policy and
framework, allowing us to consolidate
our expenditure, maximise our
purchasing power and ensure that we
adhere to preferential terms and
conditions across the Group The policy
states that when our employees are
purchasing goods and services they

act in compliance with our ethical
standards and Corporate Responsibility
(CR} objectives
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34 continued

3. Delivering business responsibly

3.5

Assessing and supporting our
suppliers and subcontractors

Capita has in excess of 15,000
suppliers, classified into one of 3
clearly defined categories based on
whether they provide products or
services to the whole Group, indvidual
businesses or contracts 25 strategic
suppliers provide services worth
£130m across the whole Group and
their contracts are negotiated centrally
by the Group Procurement team

All our suppliers are required to
undergo our supplier assessment
process We also evaluate their supply
chains Our rigorous selection and
CONEILOUS review process ensures
their business and the products and
services they provide are compliant
with all relevant policies and gundelines
and enables us to choose suppliers who
reflect our values and standards

We provide all suppliers the
opportunity to work with us and are
committed to removing any barriers to
entry for SME's and minorty owned
companies in trading with us

When we work with subcontractors
they are also required to meet our
stringent criteria We have a
subcontracting policy and a dedicated
resource within our Group
Procurement team who checks that
they work within our framework

Controlling our
environmental impacts

Aim as a service business our direct
environmental impacts are not broad,
but due to the scale of our business our
impacts need to be managed welt

We have identified our matn
Group-wide envircnmental Impacts as

—energy use and business travel
~ resource use and waste management
—our supply chain

Progress We have an environmental
management system in place based on
the 1ISO14001 standard which allows
us to monitor and manage our iImpacts
and continually improve our
performance in these areas Qur
environmental policy sets out our
comrmitrment to complying with
relevant environmental legislation and
outlines Board level responsibilities

Energy use and business travel

We are committed to playing our part
in tackling carbon ermissions We have
published our carbon footprint
annually since 2005 In 2009, our total
footprint was 79,212 tonnes, an
tncrease of 8 4% over 2008 (73,057
tonnes), while our Group revenues
increased by 10% In particular,
emissions from business travel and use
of electricity have increased across our
fast growing operations in India

We commenced an energy reduction
programme in 2006 and committed to
use 12% less energy at our largest sites
by the end of 2008, a target we
exceeded In 2009, we made a further
11 9% sawving and a 28% saving in total
since the programme began, a CQ,
emussions reduction of 4,400 tonnes
We have continued to increase the
energy efficiency of our operations,
expanding our energy reduction plan
across a further 80 sites

Despite a greater focus on controlling
business travel, our business travel
emissions grew by 10% compared to
the previous year, even though we
increased the use of conference calls

In 2010, we will launch a targeted
campaign to reduce cur business travel
emissions through further raising
employee awareness
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Through the work we have completed
we are positioned well to respond to
the introduction of the new Carbon
Reduction Commitment {CRC)
regulations, operational from April
2070 We have achieved the Carbon
Trust Standard for 2 of our divisions
assuring us a good ranking in the
league table in the first phase of the
CRC We are also installing automatic
meter reading (AMR] over the next

2 years to track performance against
the AMR metric of CRC

Resources and waste management

As a largely office based business our
focus 15 primarily to use resources
efficiently and reduce our waste and,
secondly, to focus on re-using and
recycling materials The reduction of
our paper use I1s key to this so we focus
on designing and implementing
services which reduce the need to
produce printed materials Where
waste must be disposed of we ensure
that this 1s done safely, and in
compliance with all legislation We
work with our suppliers to help us
reduce our irnpacts through the
intreduction of environmentally
responsible products We also focus on
the logistics of delivering goods, both
to reduce costs and emissions

IMAGE
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Community Hub Award - Winner

Catalyst Lend Lease, Burnley
Campus, Lancashire Capita Symonds
was lead consultant and delivered
multiple services on this project

Supporting the
communities in which
we work

Aim to support the communities in
which we operate As a responsible
business we engage with our local
communities, allowing us to maximise
the benefits and understand and
manage any negative impacts of

our business operattons

Progress We use the London
Benchmarking Group (LBG)
methodology to capture and value as
much of our community investment
data as possible However, with such
a diverse and constantly growing
business the extent of data capture 1s
himited In 2009, we esttmate that our
total cormmunity investrment was
£14m (2008 £12m)

Community investment

Our community investment
programme airns to tackle exclusion
of all kinds We donate our time, skills
and money to local community
nitiatives, supporting projects that
directly benefit the commurities in
which we work

in 2009, we reviewed our community
investment programme, streamuning
our approach to align with our CR and
business strategy and allowing us to
direct our efforts more effectively

We Introduced a framework basing
our actwittes around 3 themes,
education, social exclusion and health
Our programme s applied at 2 levels,

through imitiatives led by the Group
or individual businesses The Group
funds and organises a central
volunteering programme faciitating
volunteering that is appropriate to
each local community’s needs

We also support the development of
young people in our tocal communities
by being involved in projects such as
the Work Inspiration campaign and
Backing Young Britain

Charitable support

We support the efforts of our
employees in raising funds for
numerous charities by providing a
central payroll giving service, a
matched funding scheme and
promation of their initiatives across
the Group via our employee intranet
tn 2008, our corporate denations
totalled £0 5m

We support one Group charity partner
to benefit from Group-wide fundraising
activities In 2008, our employees
chose to support Macmillan Cancer
Support In 2009, our employees raised
£440,000 for Macmillan, taking our
total to £800,000 towards our target
of raising £1 million We helped to
generate a further £152,000 for
Macmillan through fully spensoring
the chanty’s Winter Ball

Our people’s efforts are recognised
and celebrated through our employee
recognition awards, which include an
award for charitable support and
community engagement
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CR prionties Am Progress
2009 2008
Emvaironment Continue to measure and manage our carbon footpnnt (tonnes CO,) annually 79,212* 73,057
CO, ermissions rose by 8 4% against increases in Group turmover of 10%
Raise awareness of environmental issues and Group intiatives across the business Enhanced CR section  Introduced CR section
on new intranet on ntranet
Undertake environmental site audits twice a year Audits completed Audits completed
Achieve reductions in energy used across the Group Set target of 12% reduction at our 2B% 183%
largest sites by end of 2008 Target exceeded and focus on further reductions across the
largest sites and rotling out our energy programme across the Group
Continue switching fleet vehicles to diesel engines 98 4% 98 4%
Achieve further 1SO 14001 accreditations at our higher impact sites 45 ** 47
Further promote BT conference call facility 116,000 78,000
conference calls conference calls
Communities Continue to measure and grow our total cormmunuty investment annually, using London £14m £12m
Benchmarking Group {LBG) methodology
Corporate donations to support our chanty partner, employee fundraising and disaster appeals £05m £06m
Raise meaningful sums for our corporate chanty InApnt 2008 we set a target to raise raised £440k raised £360k
£1m over 2 years for our corporate chanity, Macmillan Cancer Support in 2009 we raised
£440k, taking our total to £800k towards our target of £1m
Health and safety Ensure we provide safe and productive working environment for all our employees 165 %+ 157
{accident frequency rate per 1,000 employees (RIDDORY})
Undertake health and safety audits twice a year Audits completed Audits completed
Senior management Attract and retain the appropriate tevel of seruor management to drive the strategic 88% 88%
retention direction of the Group (salaries exceeding £30k pa)
Overall emp loy ee Attract and retain the nght people to deliver the Group strategy, mantaining ermployee B4% 82%
retention retention at industry average (2009 84.3%, 2008 82 7%)"
Employees Have at least 10% of our warkforce in Indsa by end of 2009 0% 9%
by location
Employee diversity Reflect the communities 1n which we work:
Male/fernale split 52% male/48%female  52% male/48% fermale
Male/fernale split for management {salaries £50k -89k pa) 4% male/26% female  74% male/26% female
Male/ferale splt for management {salanes exceeding £90kpa) 88% maleN2%female  88% male/12% female
Ethnic diversity {employees from ethnic munonty groups) 175% 155%
Part-time working Provide flexible workung hours while ensunng maximum flexibility in Group resources 5% 15 50%
Percentage of part-time employees of total workforce
Cl'ea':il ng succeSSf;:l Annually audit all tier 1 suppliers against Capita's standards of business 100% 100%
supplier relations Ips Consistently increase the number of supplier audsts across all our Group suppliers 50% 1%
audited audited

Full details of our CR priorities, initiatives and progress are set olit on our corporate website at www capita co uk/corporate-responsibility

*Based on latest available greenhouse gas emission factors from Defra
We have reviewed our calculation methods, and to ensure year on year
compansons our 2008 carbon footpant has been restated

** Reduction due to contracts ending at 2 accredited stes
*** Shight increase as a direct result of the expansion of our field operations

TCIPD 2008 and 2009
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Case study 3

Nottingham wants to
make its schools safe,

inspiring —and fun
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Big Wood's students and teachers
can't believe it's the same place

IMAGE
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Capita Symonds, our property
consultancy business, 1s part of
the inspiredspaces consortium
that is playing a key role in
Nottingham City Council’s
Building Schools for the Future
(BSF) programme.

In the first wave of this £208m
programme in Nottingham,
we are helping to create 8
inspiring new schools through
a combination of new build,

refurbishment and remodelling.

Sowhat did we do?

- Strategic advice

- Educational consultancy

- Building design

—Architectural services

- Engineering services

- Project management

How can you help school students truly reach their potential?

Try improving their learning environment The Government's Building
Schools for the Future (BSF) programme aims to improve the life
chances of 3 3 million children by making school buildings more
effective places in which to learn - and teach

in Nottingham, for example, we are using our expertise in architecture
to change the way education 1s delivered At Big Wood School we have
created 4 ‘learning clusters’ for the principal subject areas They share
a central courtyard and amphitheatre, and each also has its own
outdoor learning space - including an area of natural habitat for
science and humanities

In place of celtular classrooms linked by corridors, a flexible surte of
rooms and breakout spaces adapts to make formal or informal study
areas for 1,5, 10, 30, 60 or 90 students There are standard-sized
classrooms too — with sliding dividers so they can be combined

These ‘diverse and agile spaces’ result from consultations with
managers, teachers and pupils They are allowing teachers to take a
more Imaginative approach to timetabling, bringing departments
together and developing collaborative learning that explores the
overlaps between different subjects Teachers are enjoying the chance
to rethink what they do, and to vary the pattern of teaching in
60-minute blocks

It's a journey they've only just begun But already they are reporting
improved behaviours and higher aspirations among their pupils
Which 1s exactly what BSF set out to achieve




Our architects
call it a 'diverse

spatial experience’.

The students

say it's...

IMAGE
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..bright and modern

...open and safe

..grown up - not too young or old
...got lots of space

..given us different areas to work in
..a place we like
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Achieving our goal through a clear business strategy

1 Generating profitable growth

2 Controlling and measunmng growth

3 Delvening business responsibly

5 Mamtaining performance across our dvisions

Competitor rankings UK BPO market*

2009 2008

% %

Capita 270 255
Xchanging 70 64
Accenture 50 68
HP Enterprise Services™ 50 55
BT Global Services 40 41

** HP Enterpnse Services was formerty EDS

“Ovum 2008 and 2009

Targeting
growth markets

We lead the UK market in business process outsourcing
- the long term contracting-out of business processes to
help lower costs and improve service delivery.

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

GRAPH GRAPH
REMOVED REMOVED
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A growing market

Independent analysts have estimated
that the total market for BPO in the UK
in 2009 was £6bn, against market
potential of £94 2bn a year * The
capacity for long term growth
therefore remains substantial as
organisations review their business
models and acknowledge the benefits
of outsourcing

We remain the clear leader in the
overall UK BPO market, with 27 0%
market share (2008 25 5%) *

In 2009 we gained business across
both the public and private sectors

As a result, the sector split of revenues
remained broadly in balance at 50%
private/50% public (2008 52%/48%)

Our most active market in 2009

was local government We also saw
Increased activity in financial services
and central government and ongoing
interest from the Life and penstons
market All these markets are expected
to offer a further steady flow of
opportunities

Competitive advantage

Our scale, flexible infrastructure

and expertise position us well in our

9 chosen markets Qur clients benefit
from reduced costs, improved business
processes and better services to offer
their own custormers Our reputation
allows us to compete strongly in our
marketplace

*Cvum 2008 and 2009

increasingly, clients are also

seeking outsourcing partners with
the financial stability to deliver a
complex range of services under a
long term contract Capita meets all
these requirements and our clients
have the benefit of working with one
partner responsible for a spectrum
of services rather than having to
manage multiple service providers

The long term contracts we secure,
and our high contract renewal rate,
evidence the strength of our
partnerships and our clients’
satisfaction, in turn, this helps us
secure further business

Our focus on the UK and Ireland has
allowed us to develop a detailed
understanding of our chosen markets
and the key drivers for outsourcing in
each sector This market knowledge
gives us further competrtive advantage

9 diverse and growing markets

We currently operate in 9 distinct
markets across the public and private
sectors where the drivers for
outsourcing are strong We are number
one in most of our markets We remain
focused on selecting opportunities
where we believe we can clearly meet
clients’ expectations and add value,
fuetling controlled growth and
achieving a reasonable return for

the Group

Public sector We provide outsourcing
and support services to both tocal
authonties and central government
We have built particular expertise in
education, transport and health —

and have a growing interest in defence

We expect fiscal pressure on public
spending to heighten the focus on
outsourcing in the public sector in
2010 Irrespective of which party wins
the UK Generat Election, further cost
efficiencies will need to be achieved
without compromising the availability
or quality of frontline public services

A combination of reduced revenues
and increased demand for services 1s
likely to add pressure on budgets both
tocally and centralty With our solid
track record of delivering public sector
contracts, we are well placed to help
organisations to introduce new, mare
sustainable and streamlined ways of
working to meet public needs

Private sector The 3 main private
sector markets we focus on are life
and pensions, insurance, and financial
services We also support an increasing
number of organisations in other
markets and we have a growing
interest in the banking and utilities
sectors

In the current economic cimate there
Is increased pressure on commercial
organisations to drive down
operational costs without
compromising customer service or
their competitiveness in their
marketplace As they strive to do this,
and to bring new products to market
faster, we expect them to consider the
higher productivity and enhanced
operational and advisory capabilities
that an expenenced outsourcing
service provider can bring them

We remain encouraged by the level
of opportunities across our chosen
markets With our scale, expertise and
financial stability, we believe we are
strongly placed to help existing and
potential clients create more flexible,
lower cost operating models while
Improving service quality
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1

4, Targeting growth markets

Local government

Excellent joint working on
the Business Transformation
Projects... The Council is
particularly pleased with
how Capita has responded
to its requirements; taken
ownership and given
commitment to deliver

the required outcomes;
resourced the work speedily
and flexibly; aligned itself
behind the delivery of our
priorities. Any risks or issues
have been resolved with a
pragmatic approach across
both parties.

Barry Mellor
Transformation Manager,
Sheffield City Counal

Local Government
IT Excellence Awards 2009

Service Transformation Award for
Cheshire West and Chester Council
for its Revenues and Benefits systems
convergence project delivered in
partnership with Capita

Market position
Local government currentty accounts
for 22% of Group revenues

Capita has worked with local
government for over 25 years and 1s a
leader in helping local authorities to
deliver efficient, flexible public services
for aitizens and communities Our
breadth of expertise helps them
respond to increased demand for
quality, ndmidually tailored services
while ensuring that these are delivered
cost effectively

Size of opportunity

Of the 468 UK local authonties,

only 30 have entered into major
outsourcing partnerships Capita
delvers services and support to the
majonity of local authonties, we have
created wide-ranging strategic
partnerships with 10 of them and
there I1s a steady flow of opportunities
to create more

Encouraged by central government
initiatives, there are also growing
opportunities to establish shared
service infrastructures capable of
bringing together public services

in a more co-ordinated approach to
match each community's needs

The trend for outsourcing looks set to
continue as tocal authonties have been
under fiscal pressure for some time and
wilt rernain so, regardless of which
party Is in power after the 2010 UK
General Election

IMAGE
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Drivers for outsourcing

— Pressure to deliver value for money
services against a backdrop of
increased service demand and
reduced revenues

- Local revenues reduced by falling
incomes from local tax collections
and fewer planning applications and
parking fees

- Constraints on funding from central
government

- Pressure for personalisation and
regard for individual needs as service
delivery becormes more sophisticated,
without reducing efficiency

- Changing roles - locat authonties
have mainly been deliverers of
services, now they are increasingly
comrussioners of services to meet
current and future demands
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Central government

In 2008, service delivery

of our learner support
programme became
unacceptable and this led

to the LSC terminating its
arrangement with the
previous contractor. Capita
was brought in at very short
notice and responded quickly
and professionally in
retrieving the situation
through short term fixes.
Capita had been the reserve
in the original procurement
so we appointed them for
the remainder of the 6-year
contract. Already they have
introduced new systems that
have worked very effectively
in their first year of operation
and we continue to work
constructively and
collaboratively together

on further enhancements

to the programme

Trevor Fellowes
Drrector of Leamer Support,
Learning & Skills Council {LSC)

Market position
Central government currently accounts
for 10% of Group revenues

Capita is the leading service provider in
central government, with contracts
spanming recruitment and employment
checking, accreditation and records
management as well as administration
of public sector pensions and public
grant programmes

Size of o pportunity

Against a background of the
Government facing increased pressure
to reduce the public finance deficit
and manage down debt, and with an
estimated annual spend of £6bn and
over 250,000 staff in administrative
operations, central government
presents a significant opportunity
for outsourcing There 15 scope to
help increase the efficiency of the
administrative operations supporting
frontline government services,
particularly in areas such as welfare,
revenue collection, defence, justice
and transport

Beyond outsourcing IT and facilities
management, few central government
departments have outsourced wider
services such as customer handling,
HR or financial administration services
We expect this to change as fiscal
pressure and public demand prompt
them to explore outsourcing as a
sustanable and effective solution

to delivering more for less

Qutsourcing key administration
and customer services will enable
Government to adopt new ways
of working and access expertise
and resources for transforming
public services to meet aitizens’
indwvidual needs

Drivers for outsourcing

- Regardless of the outcome of the
2010 UK General Election, there will
be increased pressure on central
government departments to deliver
frontline services at similar or
reduced levels of funding over the
next spending review period which
takes effect from April 201

— Further use of benchmarking of
routine front and back office services
will add pressure on depariments to
drive out efficiencies and achieve
value for money

- Evidence from other sectors,
including locat authorties, that BPO
and new models of public service
delivery can achieve more for less

- Access to skills and technology
investment that can guarantee
savings up front

- Continuing requirerment to make
public infrastructure fit for current
and future needs —e g transport and
Bullding Schools for the Future
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4. Targeting growth markets

Education

Capita Children’s Services
was the only company to
offer us a system that
reflected the standards we
wanted to achieve in terms
of caring for the 130,000
children in our area.

Roger Green

Head of Service, Information
Sharing and OneVision,
Campbridgestire County Council

The information we hold
in SIMS helps us not only
to monitor and provide
appropriate support for
the children, but also to
engage with parents

in a more detailed and
meaningful way.

Harry Weightman
Headteacher, Easington Colliery
Prirnary School

Market position
Education currently accounts for
12% of Croup revenues

We have built a strong presence across
the market, delivering a wide range of
services Capita has over 20 years'
experience of helping schools and local
authonties increase efficiency and
improve performance through expert
resources and support, ICT, specialist
software and information
management systems and property
consultancy

QOur aim 15 to help raise efficiency and
reduce the admnistration burden so
educationalists can concentrate on
improving the quality of education

Size of opportunity

The market continues to evolve rapidly,
driven by constant technological,
economic and political change

Across central government, local
authonties, schools and further
education establishments, we aim to
maintain our position as a reliable,
knowledgeable and innovative partner
Most establishments use one or more
of our services and we deliver core
admiristration services to the
Department for Children, Schools

and Families {DCSF)

There 15 considerable opportunity
to continue strengthening and
broadening our relationships

Following the end of the National
Strategies programme in 2017, the
Government intends to develop

an ‘assured suppliers’ market for
improvement support to schools
Under this scheme, selected suppliers
will be quality assured and accredited
by the DCSF Capita is in a good
position to develop a strong presence
in this market

Drivers for outsourcing

—Considerable pressure on many
local authorities and education
establishments to improve their
business processes and introduce
efficiencies

~ Continual requirerment to respond
quickly and adequately to changing
legislation and Government
initiatives

- Need to deliver effectively against
the wider Children’s Services agenda

- Need to track and support shared
learning across multiple education
establishments

—The Building Schools for the Future
programme, designed to create an
improved, inspiring and more flexible
tearning environment

- Need to exploit technology for
effective administration and learning

~ Need to reduce bureaucracy, enhance
assessment, improve financial
management and improve outcomes
for alt learners

IMAGE
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The eGovernment
National Awards 2009
National Strategies web area awarded

Highly Commended in Learning &
Skills category




4

The Capita Group Plc 49

Health

Market position

Capita put in a very good
proposal. They gave us a
project that was very
good value for money and,
crucially, they were
committed to keeping on
good people so there was
strong continuity. But at
the same time they
brought something fresh
to the equation.

Bob Gann
Strategy and Engagement Lead,
NHS Choices

Health currently accounts for 3% of
Group revenues

After building experience in the sector
for some time we have accelerated our
growth over the past 2 years We are
now a leading provider of information
services to both patients and health
professionals, and are at the forefront
of helping the NHS to improve patient
experience while achieving efficiencies

We provide outsourced IT and back
office services to the NHS, as well as
governance, survey and research
services for NHS organisations and
pharmaceutical companies Two thirds
of some 455 organisations in the NHS
are now Capita clients receiving at
least one of our services

Outsourcing core administration and
custorner (patient) management
services 15 still at an early stage so
there remains plenty of scope to
develop our relationships across

this market

Size of opportunity

There are approximately 430 Health
Service organisations tn England and
a further 25 in Wales, Scotland and
Northern Ireland Health expenditure
in Engtand alone was £113bn in 2009,
nsing to £118bn 1n 2010/11 Of ths,
addressable spend on the type of
outsourced services that we deliver 1s
estimated to exceed £13bn

The NHS has not yet embarked widely
on outsourcing non-core activities but,

Drivers for outsourcing

- Pressure on NHS funding after
March 2011 1t Is expected that the
continually growing demand for NHS
services and resources will have to ba
managed within existing budgets

- Pressure to improve service quality,
in particular the ‘patient experience’

- A requirement to streamline clinical
administration while meeting
demand for greater patient choice

- Need for innovative ways of
educating patients and end users to
be more self sufficient, relieving the
burden on health providers

- Continued pressure to improve work
environment and patient care by
engaging technology better,
rationalising and modernising
existing properties and investing
In new property

as a result of the dual pressures to both
achieve significant savings and improve
patient experience, we are confident
that there 1s considerable scope to help
both the Department of Health and
health organisations achieve this
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4. Targeting growth markets

Public sector

Transport

Over the past year

Capita Symonds has been
assisting us on a range of
projects and throughout
they have provided us with
the necessary expertise,
knowledge and
professionalism to ensure
success in delivery.

Paul Helsop
Project Manager,
Infrastructure, Goodman

| enjoyed a good working
relationship with Capita
who were very supportive
throughout and provided
good technical advice.

David Cowell
ITS Research Group Manager,
Highways Agency

Market position
Transport currently accounts for
3% of Group revenues

Our property and infrastructure
consultancy, Capita Symonds, Is one
of the UK's leading transport and
infrastructure specialists, providing
expertise and mnnovative solutions to
both the public and private sectors

It has an established track record of
successfully delivering a wide variety
of projects in the sector, ranging from
the heavy civil engineering of
immersed tube tunnels to rail
engineering, transport planning and
Intelligent Transport Systems (ITS)

Size of opportunity

The Highways Agency's business plan
for 2009/10 highlights a range of
attractive projects in its Managed
Motorways programme These
include £185m of resources for major
improvements to the network, £85m

assigned for technology improvements,

£107m for smaller local schemes and
R&D, and £829m for maintenance
While the business plan and budget
for 2010/11 have not yet been set,
we expect a further healthy flow of
opportunrties that fit well with our
core competencies

The move towards integrating ITS
across both the strategic and local
authority networks should present
additional opportunities for growth
In the rail sector we have already
tendered successfully for work

on London's Crossrail project and
will continue to look for other
opportunities within this major
infrastructure project

Drivers for outsourcing

- Increased fiscal pressure and reduced
revenues, driving local authorties to
explore outsourcing to help meet
local transport requirements

- Continued requirement to reduce
urban congestion and improve
transport’s environmental impacts,
particularly on clmate change

- Heightened focus on national
infrastructure by agencies delivering
national secunity and resilience

~ Re-evaluation of business models in
the private sector, where the current
economic cbmate has tightened
nfrastructure budgets, resulting in
changed relationships across the
industry




Private sector
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Life and pensions

| was delighted with the
transition to Capita in both
the UK and India. In particular,
there was no disruption to
service for AXA's customers.
Since the transfer the service
improvement delivered

by Capita has been more rapid
than we expected.

Robin Smith
Managing Director,
Traditional Business, AXA Life

Market position
Life and pensions currently accounts
for 18% of Group revenues

Capita 1s the leading provider of
outsourced life and pensions
administration in the UK and,
according to industry analysts Ovum
(June 2009), globally The 25 mullion
policies that we administer represent
around 22% of the total UK market
Our scale, focus on customer service,
continued investment in specialist
technology and our ability to offer a
mixed onshore/offshore delivery
model, make us a compelling choice
as an outsouraing partner

Size of opportunity

While outsourcing in the life and
pensions market has grown rapidly

In the last few years, there are still
plenty of opportunities for growth

We estimate that there are some

113 milion life and pensions policies in
force in the UK, of which 69-74 million
have not yet been outsourced in
additton, first generation outsourcing
contracts struck in the early 2000s are
now coming up for re-tender Life and
pensions companies rermain under

competitive pressure and opportunities

are expected to emerge as financial
organisations continue to restructure
to focus on core activities and
consolidators resume their activity

in the market

Drivers for outsourcing

- Wide recognition of the benefits
of outsourcing in the industry,
encouraging providers to readdress
their business models

— Declining new business in policies
in the current economic climate,
increasing the pressiure on providers
to increase effectiveness and cut
operating costs

— Regulatory changes such as
those associated with the Retait
Distribution Review, driving demand
for administrative systems that can
respond swiftly and cost effectively

— More challenging market conditions,
which put a premium on the ability
to introduce and distribute new
products faster

- A renewed phase of consolidation
in the industry, creating further
outsourcing opportunities

IMAGE
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Customer Contact
Association (CCA) of UK

Capita India voice aperations
receives accreditation
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4. Targeting growth markets

Private sector

Insurance

We are very pleased to have
established this partnership
with Capita and are confident
it will be beneficial to both
our clients and our staff. In
particular, it will transform
the way in which we do
business, supporting our
commitment to providing a
customer experience that’s
truly world class. It will also
give our staff increased
opportunities for career
development.

Martin South
CEQ, Marsh UK

Market position
Insurance currently accounts for
8% of Group revenues

Having grown our presence in the
insurance market since 1999, through
acquisitions and organic growth, we
are now acknowledged as the leading
provider of gutsourced services in the
UK In the general insurance market we
provide cutsourced back office
processing through to frontline
customer services across commercial,
reinsurance and personal lines
insurance The scale of our support
ranges from complete end to end
solutions for large insurers and brokers
to bespoke services focused on specific
needs

Many major insurers have been slow to
embrace the cost and flexibility
benefits that outsourcing can offer
Today’s competitive and regulatory
pressures are expected to change this,
and Capita s well placed to benefit

Size of opportunity

The UK insurance industry Is the largest
in Europe and the third largest globally,
accounting for some 11% of worldwide
premium income Over 75% of UK
households buy motor and home
Insurance, and there has been a steady
increase in claim payouts over the past
decade

This presents significant opportunities
for Capita to provide administrative
services, deliver cost savings and
Improve customer services to help
insurers respond to demand We have
renewed our focus on this sector and
are confident of further growth

Drivers for outsourcing

— Need to provide claims processing
and comprehensive, quality customer
service at lower operational cost

- Importance of bringing new products
to market faster

- Regulatory demands, such as the
strengthened EU-wide requirements
on capital adequacy and nsk
management by 2012, prompting
insurers to address cost bases and
back office efficiency

- A marked consumer shift towards
‘virtual’ insurance companies driven
by affinity groups targeting specific
customer segments These *virtual’
organisations are often supported by
outsourced back office infrastructure
as well as online sales

- Need to improve management of
claims costs, particularly by
preventing fraud and leakage
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Financial services

Capita Financial Group has
provided high quality fund
administration services to
7IM for the past 6 years,
during which 7IM has
expanded significantly with
the support of Capita.
During this time we have
been pleased to extend the
scope of the services provided
by Capita to encompass our
Irish and UK fund ranges.

| am also pleased to confirm
that we have recently
extended our working
relationship with Capita

for a further 5 years.

Charles Sparrow,
Chief Financial Officer, 7IM

ECCS European Steel Design Award

Wimbledon Centre Court, London
Capita Symonds — Structurat engineer

Market position
Financial services currently accounts
for 4% of Group revenues

Financial services companies continue
to face uncertainty, Increasing
regulation and some restructuring
Capita has built a strong position in

a number of market segments,
particularly trust services, loan
administration and fund adminustration
for both open and closed end
structures Our scale enables us to
delwver cost effective administration
solutions across different tax
junsdictions {onshore, nearshore and
offshore) and help to bring products
to market swiftly

Size of opportunity

The financial markets are gradually
recovering from the economic
downturn and looking at ways to
address their cost bases and adapt
their operating models to compete
effectively Financial institutions have
generally been slow to embrace
outsourcing but there 15 a growing
interest in exploring how 1t can
provide a more cost effective, quality
service offering by providing shared
technology, administration
processing, customer service and
compliance support

IMAGE
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Drivers for outsourcing
- Need to adapt operating models
to focus on core services
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- Need to drive down costs whilst
ensuring a quality and compliant
service

- Need to meet the challenge of
ensuning full compliance and
managing the associated costs in
a stricter, regulatory environment,
where compliance 1s menitored
ever maore stringently

- Need to ensure the capability to
meet constant changes in legislation
which may act as a catalyst for new
products, requiring speed of
introduction to the market

- Need for leading edge systems to
cope with increased competition and
legislative and regulatory change

IMAGE
REMOVED
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Private sector

4. Targeting growth markets

Other corporates

Capita provides a flexible,
efficient and cost effective
managed service to assist
eircom in the delivery of a
top-class sales and service
experience for its customers.
The relationship with
Capita has grown over the
past 5 years and delivery
and execution continues
to improve.

Gerry Culbgan
Director of Consumer
Markets, eirrcom

Market position

Excluding financial services institutions,
life and pensions companies and
insurance organisations, other
corporate clients currently account

for 20% of Group revenues

Corporates benefit from our full range
of back office administration and
frontline customer services, focused
on enhancing customer services and
reducing costs through higher
productivity, streamlined processes
and best use of technology

Applying customer insight and
intelligence, we align and optimise
service design and resources to meet
the needs of both clients and their
customers

Size of opportunity

This market opportunity is difficult

to size as we offer multiple specialist
services from across the Group to a
wide range of organisations with
different outsourcing needs and
appetites Our strengths lie in providing
advisory and outsourced services to
support the entire spectrum of an
organisation’s business model
financial, registrar and corporate
services, HR, administration processes,
ICT, marketing and customer services
Our focus 1s on delivering efficiencies
and service enhancements that help
to keep our clients at the forefront of
therr marketplaces

Drvers for outsourcing

— Need to balance the costs of product
and service design with those of
customer attraction and retention

- Increasing pressure to reduce
headcount while maintaining
productivity and improving
service levels

— Need for more flexible cost
tnfrastructure and resources In
more turbulent market conditions

— Pressure on investment and research
budgets, desprte undiminushed
requirement for development to
remasn competitive

— Drive to optimise organisations’
own corporate services

— Desire to improve productivity
through better management of
employee sickness and absenteeism

— Increased regulatory and legislative
requirements




Southampton wanted to

cut costs and improve service
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Costs are already down £16.5m,
service and satisfaction show
marked improvement

IMAGE
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in October 2007 Capita began
a 10-year contract with
Southampton City Council to
deliver its customer services, IT,
property, revenues and benefits,
HR, payroll and procurement
activities. The contract required
reductions in overall costs and
investment in infrastructure
across the Council while
meeting greatly enhanced
performance standards.

So what have we done?

—Transferred 650 posts

~Transformed IT, with new systems
and technology

- Realised £16 5m of savings already

- Reorganised HR, introducing CRM
and employee and management
self-service

-Transformed procurement including
e-tendering and e-solutions

- Begun developing a new building
to replace 3 existing sites

—Won ROSPA Gold Award for
health and safety

Southampton City Council’s decision to outsource its back office and
frontline customer services to Capita in 2007 was a bold one It had a
clear vision for designing 1ts customer services more effectively around
the customer, but wanted an experienced transformation partner to
help turn this into reality The Council had little previous outsourcing
experience, and employees and unions were apprehensive There was
citizen pressure to cut costs — without reducing services But was this
the way to achieve it?

2 years on, the answer 1s clear We took on 650 posts from the
Council therr satisfaction i1s evident in exceptionally low attrition

and sickness rates of under 3% and 17% respectively Headcount

has actually increased as new services were introduced into the scope
of our contract And positive union relationships reflect our open
management style and approach to people development

Through transforming its back office, including the procurement
function, we are delivering the promised cost savings, which have
already reached £16 5m measured over the 10-year period with a
similar amount likely by next year

Most importantly, Southampton’s citizens are noticing the difference
in improved services The Council set a demanding range of KPIs —
well above the standards previously achieved - and already Capita I1s
meeting over 98% of them Consumer satisfaction with the Council’s
principal contact points has improved The proportion of one-stop
shop customers seen within 10 minutes has more than doubled to
84%, and the proportion of callers waiting over 30 seconds for a reply
has dropped from nearly half to under afifth




Athar Jaffry
is one of 1.6m callers
a year who just need

aphoneto...
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..pay their council tax
..renew their library books
..find out about local schools and arrange

learning support for their child

..apply for planning permission
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Achieving our goal through a clear business strategy

1 Generating profitable growth

2 Controlling and measuring growth

3 Delivering business responsibly

4 Targeting growth markets

Maintaining
performance across
our divisions

Each of our 5 operating divisions consists of a number
of businesses and major contracts.

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

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

5.2 Investing in service and product development and
appropnate sales and marketing activities

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

Our divisions

1 Life & Pensions Services 4 Professional Services

- Life and pensions services —Software services
- Corporate pensicns —Children’s services
-Capita India - Local government

- Local govemment services

2 Integrated Services — Local govemrment strategic partners

- Integrated HR services —Strategic children’s services

—Call centre & specialist services —Assurance and testing
- BBC contracts —Communications
—Cniminal Records Bureau contract —Scanming and storage

—Gas registration and ancillary services

—Central government services 5 ICT, Health & Business Services

—Capita Symaonds —IT services

—Health services

3 Insurance & Investor Services — Business travel and conferences

— Shareholder services —Service Birmungham
- Financial adrministration services - Consulting

—Trust services

—Treasury services

— Ensurance services




5]

5.2

The Capita Group Plc 59

53

Alignment with
Group strategy

An individual
business focus

A flexible divisional
operating structure

We maintain a straightforward,
pragmatic divisicnal structure that
delivers our Group strategy

The operating divisions and the
businesses within them are aligned
with the Group’s overall objectives and
strategy They all follow the Group
strategy of securing strong, sustainable
growth, both organically and by
acquiring complementary businesses
which allow them to strengthen

their position 1n thetr respective
marketplaces or add new and
complementary skills to therr

current operations

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

Each business produces its own
annual business plan outlining specific
strategies and considerations and
setting performance targets for the
following year The business units’
financial plans feed into the Croup
financial model

The MOB review process ensures
regular monitoring and reporting of
performance against targets and s an
effective forum for planning ahead,
solving 1ssues and sharning expertise
and support See page 23

With an objective of achieving
continuous growth and strong
perfarmance, each business undertakes
appropriate strategies to achieve or
maintain market leading positions

Research and development imitiatives
underpin the constant development
of products and services to meet the
current and future needs of clients
Businesses adopt the most appropriate
marketing and sales activities to
address the charactenistics of their
indwidual marketplaces Each business
also mantains strnict disaplines on cost
control and seeks to streamline
processes where appropriate

The success of our business and service
focus 1s acknowledged through the
breadth and number of industry
awards and accreditations we attain
We have also helped many of our
dients win awards through our role in
delivering improvements in operations
and services Examples of these awards
are set out throughout this report

We have created a pragmatic, flexible
structure which 15 regularly refreshed
as the Group develops We move
businesses, contracts and managers
across the divisions to ensure the best
match of leadership and resources as
the Group grows The businesses
benefit frorn the powerful cornbination
of individual focus and the ability to
reach out across the Group to share
operational skills and resources, benefit
from economues of scale, create and
deploy innovation, and harness the
best of ICT and business processes

Many of our contracts draw on
expertise and resources from across

a nurmnber of Group businesses

We have established robust models
of collaborative working with clear
lines of responsibility, consistent
communication and reporting to offer
a seamless approach to our clients

We are currently organised into

5 operating divisions, plus a Group
sales and marketing division Each
operating dvision brings together
activities with sirmilar operating models
or client bases Each major contract 15
managed within the division which
best meets its operational, regulatory
and management requirements

To provide greater transparency we
report financial progress for 8 business
segments, splitting Insurance &
Investor Services Into 2 segments and
Integrated Services into 3 segments

Group-wide support services, such

as finance, legal and commercial,
property management, procurement,
health and safety and environment
and HR, report directly to Board
Executive Directors to ensure robust
control, consistent standards and
shared benefits across the Group
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1

5. Maintaining performance across our divisions

Life & Pensions Services

2008 2008

£rn £m
Turnover 5207 4540
Undertying operating profit 621 539
Underlying operating margin - 119% 119%
Capex 288 349

Comprises all our life and pensions
outsourced administration operations,
including open and closed books of
indvidual Life and pensions policies and
occupational pension schemes Qur
operations in India are also managed
within this division as they play a key
role in securing and delivering life and
penstons contracts

We are the leading life and pensions
outsourcing provider with a resource
of 5,000 people across our operations
As our business continues to grow, we
are introducing further efficiencies,
developing our blended onshore/
offshore delivery and introducing
cemmeon [T platforms (such as Elixir
and HartLink), frameworks and
methodologies in order to provide
further scale benefits and excellent
customer service to our clients The
market (s highly active and continues
to offer strong new contract
opportunities

2009 performance

AXA Contract signed in May to administer

3 2 million policies compnsing both a closed
traditional book and growing portfolio of direct
business Since the service started In june with
the transfer of 1,150 employees in the UK, and
the transfer of a further 550 people in India in
September, we have delivered a step change in
service levels

Abbey Life We commenced delivery of this
contract in March with the successful transfer of
operatiens and 370 employees in Bournemouth

Prudential We continue to make excellent
progress and are on track to complete our
contact centre and back office transformation
programmes in 2010 Our delivery of a
consistently high quality of service for Prudential
15 now being recognised through major industry
awards See pages €5 to 68

Zunich We have continued to sustain and
indeed improve upon high levels of customer
service that have helped the Zunch and Sterling
brands gain the highest ‘Five Star’ industry
ratings from the adwiser community in each of
the 4 years that the service has been cutsourced
to Capita In addiion, we have further
developed new retention imitiatives within the
Client Option Teams which has ensured that
both brands retain their valuable client bases

Pearl Service quality 1s at its highest levels
As part of the introduction of integrated
onshore/offshore operations we have moved
¢ 250 roles to India and plan to transfer
further work there in 2010

Co-operative Financial Services We
successfully completed our first platform
migration (n 2009 and the second in the first
quarter of 2010, achieving this step change
while improving operational efficiency and
reaching service levels not previously attained

Capita Hartshead Maintained our leadership in
pension-scheme administration and actuanal
and pensions consulting Further enhanced our
actuanal and pensions consultancy offenng with
the acquisition and smooth integration of
Gissings

Offshore Capitaindia has continued to expand
and 1s now our largest mult! clent operation -
servicing 17 different clients from 5 srtes The
fifth office of over 32,000 sqft was opened in
Bangalore in Septernber We continue to expand
the service capability in India, including
addivonal knowledge based processes and the
introduction of property consultancy services in
the year

2010 pnorities
- Continue progress towards our unlity model
and the transformation of service delivery by
- Consolidating sites and rationabising
operations
—Creating centres of service excellence to
serve multiple clients
—Migrating IT systems to our strategic
platforms
—Transfernng selected operations to our sites
In India
- Focus on developing our relationships further
with existing clients and continue to win work
from new clients
- Seek niche acquisitions to develop further our
portfolio of services
- Continue bullding the knowledge-based
processes capability within Capita India




2

The Capita Group Plc 61

Integrated Services

Integrated Services
(exctuding HR solutions and
property consultancy)
2009 2008
£m £m
Turnover 3400 3395
Underlying operating profit 550 544
Underlying operatingmargin  162%  16%
Capex 68 89
HR solutions
2008 2008
£m £m
Turnover 2806 2582
Underlying operating profit 262 242
Underlying operating margin =~ 93% 94%
Capex 14 20

Property consultancy - Capita Symonds

2009 2008

£m £m

Turnover 2581 2622
Underlying operating profit 231 228
Underlying operating margin =~ 90% 87%
Capex 21 27

Comprises atl our major central
government contracts, our property
consultancy, contact centres, our
portfolio of HR services our resourcing
businesses, iIntegrated HR solutions,
HR and payroll administration,
learning & development and
outplacement services

2009 performance

TV Licensing and CRB contracts We have
continued to mantain high levels of service,
meeting and exceeding our KPls and delivening
effective frontline solutions Qur back office
systems continue to robustly support the
correct processing of applications, payment
and enquiries

BBC Audience Services We were successful in
being re-awarded the contract to deliver
audience services for BBC From January 2010
we will move to one site in Belfast with a
satelite office in Glasgow

Learner Support Programme Since assurmng
responsibility for admiristenng this scheme in
Novernber 2008, the conitract 1s progressing
well We currently process and pay over
600,000 learners per week, on behalf of 4,000
learning provider institutions, and deal with
approxamately 2 muthon calls

Home Access Grant Administration This
contract to administer and market the grant on
behalf of Becta has started well, with a
controlled launch and take up of the scherme
We have developed interfaces with multiple
equipment suppliers to process grant payments
which will total £136m over the penod of the
contract

Call Centre and Specialist Services Our
partnership with errcom, which commenced in
2005, was further strengthened with a contract
extension and a new contract for customer
retention activity

Resourcing businesses Despite difficult market
canditions, our businesses generaily performed
well Most of our clients are 1n the public sector
where we have placed over 1,500 roles at a
senior level Our contract with the Office of
National Statistics for the 2011 Census is well
underway, with the first rehearsal successfully
completed in October We are also working
with BBC for the recrutment of over 1,500 staff
for the new BBC media centre based In Salford

Veredus Delivering senior executive search and
interim management solutions, performed well
in 2009, recruiting over 230 board level
appointments including 27 CEOs, placing over
280 intenm managers and undertaking 120
psychological assessments

Integrated HR Solutions We are playing a
key role in our partnership with Sheffield CC
delivenng HR and payroll services for the
Council and the surrounding schools Over
100 HR and payroll staff transfarred to Caprta

Learning & development businesses Secured
a number of new contracts including with the
VW Group to deliver all cornmercial training
to ther network of car dealerships We also
broadened our relattonship with BAA with the
award of the managed service for all external
training spend over the next 3 years For DWP
Job Centre Plus, we assessed over 21,000
people In a 7 month penod, our largest ever
assessment contract

Capita Symonds Has performed well in
difficult market conditions winning a number of
significant assignments A multidisciplinary
team 1s working on 2 of the 4 portats on the
London’s Crossrail project, awarded via
Crossrail's Design Consultant Framework

We have provided lead consultant, strategic
partnering, educational, building design and
architectural services on several Bullding
Schools for the Future (BSF} programmes,
4 of which have been award winning

We are providing a number of services on the
£11bn Defence Training Review {DTR) project
at RAF St Athanin South Wales The new
academy is the result of the Government’s
major Initiative to reorganise the entire trainung
programme for the Armed Forces

2010 priorities
-To maintain and exceed current levels of
Service across our major contracts

-To complete the transition and transformation
programme for BBC Audience Services on
time and integrate new and revised services

-To assist Becta meet their strategic aim to
provide some 270,000 grants for personal
computers and internet connectivity to
low-income families to support learning

- Continue to penetrate the Local Government
sector offenng our portfolio of HR services
learning & development, payroll and HR
administration and resourcing

- Continue to make investment tn bringing
together a number of our HR operations in
more efficient operating units underpinned
with a shared CRM technology platform

— Across Capita Symonds continue to build
major programme management capability
and niche capability in growth sectors such
as renewable energy, waste management
and transport technology through acquisition
and recrurtment

—Continue to tender our services across the
BSF framework
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5. Maintaining performance across our divisions

Insurance &

Investor Services
Insurance services
2009 2008
£m Em
Tumover 2468 2462

Undertying operating profit 284 311

Undertying operating margin = 115% 126%

Capex 24 80
Investor services

2009 2008

£m £m

Tumover 1745 1739

Underlying aperating profit 351 396
Undertying operating margn  201% 228%
Capex 128 183

Comprises cur businesses delivenng
financial services propaositions to the
business and consurmer markets —
insurance, shareholder, financial and
trust administration and treasury
services businesses Key services to
the corporate market are share
registration, fund admirustration

and insurance policy and claims
administration We also deliver
financial consulting and advisory
services to local authorities and
housing associations For consumers,
we provide broker services for motor,
household and pet insurance products,
as well as trust administration services

Many of these businesses are operating
In challenging environments, however
their focus on providing efficient,
quality advisory, administration

and customer services, has enabled
the majortty of them to continue
trading steaduly

2009 performance

Our msurance businesses have made steady
progress in a challenging year for the insurance
industry Our bespoke services are positioned
well with Capita Commercial Insurance Services
now operating as a London rnarket service
provider working for 7 out of the top 10 Lloyd's
of London managing agents

Capita Insurance Distnbution Inthe year we
integrated BDML, Lancaster Insurance Services
and Hero Insurance Services The business is
now ranked 5th in the insurance Age 2009 poll
of Top 50 Brokers ranked by brokerage incorne
In particular, we are now adrmmistering 35 Pet
Schemes for Affinity Partners insunng
approximately 300,000 dogs and cats inthe
UK Dunng the year we were awarded contracts
with Igo4, Castle Cover, Aviva and Assurant

Marsh Our comprehensive transformation
programme is delivening enhanced service to
Marsh and its clents alongside reductions in
operational transaction costs We have further
developed our onshore/offshore blended service
delivery model, creating a centre of excellence
for insurance outsourcing services basedn
Marsh’s existing Norwich premises and
successfully transferred ocutsourced services

in Pune, India from a previous provider

Shareholder services We secured 20 new
contracts, a record number, from other
suppliers - including contracts with Stagecoach
Group ple, Northern Foods Plc and most
notably Standard Life Plc which has in excess
of 15 rullion shareholders

Capita Financial Group The business was
affected by the drop in valuation of funds under
adrministration, the introduction of a new,
market leading IT platform and the increased
cost of regulation The resolution of the
suspension of the Arch cru funds 1s requinng
considerable management attention and
resources With improved processes and the
completion of the IT migration this year, the
business is better placed for further growth
See pages8and 9

Acquisitions The acquisitions of FMS
(tNetherlands) BV, Capmark and Fider
Fiduciaire S ar Lhave increased the capabilities
and expertise of our Fiductary and Trust Services
businesses and are already delivering positive
results for the Group

Disposals At the end of the year we disposed
of some of our loss adjusting and associated
advisary services

2070 priorities

- Refocus our sales activities to grow further our
position In the insurance outsourcing market
and expand our services to the broker market

- Continue enhancing our offshore capability
in order to offer clients a flexible onshore/
offshore service solution

— Use our scale and reputation for compliant
delivery to provide clients with an effective
way of addressing the tighter regulation that
we are seeing across the finanaal services
market

- Continue controlled growth in
multi-junsdictions for delivery of trust
and asset management services via
organic growth and acquisitions

—Build on 2009 successes in Investor
services ta secure additional large scale
share plan and registration clients, in
particular FTSE 100 organisations

— Recornmence sales lead generation in

our CFG business and complete migration
of all businesses onto the FAR platform
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Professional Services

2009 2008
£m £m
Turnover 3587 3252

Undertying operating profit 694 578
Undertying operating margin - 193% 178%
Capex 44 60

Comprises our operattons focused on
supporting local authorities (including
strategic partnerships), and children’s
services, through strategic advice and
Intenim support, outsourced
adminstration services, ICT and
software solutions and support

We continue to develop and deliver
new and Innovative solutions and
products to support effective
administration and joined up services
to meet the needs of our clients and
the public The local government and
education markets are constantly
facing change and there 15 increased
pressure to achieve efficiencies

We therefore focus on continuously
seeking to deliver innovative but
practical service solutions and
leveraging our expertise and scale

to better service our clients and

add value

2009 performance

Local Government Strategic Partnerships We
have continued to deliver improved services,
process and cost efficencies and ICT solutions
across our partnerships

Sheffield We have continued to deliver
transformatton plans, including transformation
of IT services with a large scale Data Centre
Migration

Southampton The new Cateway and
Customer Services Centre has received excellent
customer satisfaction ratings We have
implemented further IT infrastructure to
underpin enhanced counal services

Harrow: Working i partnership with the
Counail to deliver further savings beyond the
set target which has been met The Council
and the public are benefiting from major
transformational improvements and the
introduction of new services including
customer contact, mobile working, Access
Harrow and Waste Management

Swindon Continuing to deliver enhanced
services, benefits and value to the Council
Call centre gained a national CCA award

Capita Software Services — software services
for local government and the housing market

- Revenues and benefits maintained our
leading position secunng new business with
a number of counails, including bringmg
3 separate systems into a single solution for
new urutary, Cheshire West and Chester
Council Migrated several authorities on to
our platform in readiness for shared services
partnerships

- Housing management Strengthened our
portfolio with the addition of IBS's housing
business 7 new contracts were secured with
chents including Falkirk and Southway
Hausing Trusts New product launched into
the Supported Housing market, with 6
contracts secured

- Payment management Business performed
well with 3 new unitary authonties
(Comwall, Northumberland and Central
Bedfordshire) and a number of councils
including Sheffield CC and Hammersmith &
Fulham selecting our solutions

Capita Children’s Services We continued to
develop and implement innovatve software
and service solutions across education and
children’s services In 2009 around 2 schools a
week chose to move to SIMs, including a
contract to supply all North Yorkshire CC's
pnmary schools The success of One,

our local authority solution, in achieving
efficency savings 1s widely recogmsed as
evidenced by the adoption of the transpart
maodule by Cardiff CC By making transport
routes for children with special needs more
efficent, journeys were reduced by 1,200 miles
per day benefiting pupils and reducing CO;
ernissions sigruficantly

Capita Total Document Solutions Rolled out
an innovative business process platform to
support Capita‘’s ife and pensions contracts and
Capita Financial Group's registrations and
settlements departments New clients for
Swordfish, our electronic document
management system included Lloyd’s
underwriter Novae Group PLC, the Centoo
Group and RCT Homes and a number of

Capita businesses

Capita Local Government Services Performed
well in the year and won several new contracts,
including a contract worth £40m over 15 years
with Breckland Council Continued to support
and help grow our strategic partnerships
Handled over 1 million face to face contacts
and 2 2 mullion calls Processed over £900m

of counal taxes and collected £2bn of

business rates

National Strategies We continue to deliver a
strong and innovative service and that has had
a real Impact on teaching and learning The
contract has been extended for 1 year until the
Government ends the programme in 2011

Capita Assurance and Testing Continues to
grow strongly serving external and Capita
clients and has established a fast growing
offshore testing practice in India

2010 priorities

- Maintain market share in local government
and education software as we assist clents
to respond to change quickly and efficiently

- Continue to explore opportunities to work
with local counails through strategic
partnerships and joint ventures as they aim
to deliver quality services at a lower cost

- Support local authorties in their shared
services tnitiatives

- Grow Capita Assurance and Testing further
through both our onshore and offshore
capabilities

~ Focus both on external sales opportunities
and opporturities to deliver value to other
Capita businesses and contracts
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5. Maintaining performance across our divisions

ICT, Health &

Business Services
2005 2008
Em Em
Tumover 5074 3822
Underlying operating profit 584 n
Underlying operating margin = 115%  97%
Capex 97 101

Comprises our ICT business, health
business, our Service Birrmingham
partnership, business travel
adminustration, conferences and
consulting businesses

The businesses within this division
have traded well both through the
strengthening of existing client
relationships as well as forming new
ones, such as those in the health
market Qur ICT business, which
supports external clients and the
Group's contracts and operations,
has also expanded through a
combination of contract wins and
acquisitions Our prospects for
growth remain positive in the various
markets served by this division

2009 performance

Capita Health Services Our health business
has continued to grow and perform well,
secuning a nurmber of significant contracts
and acquisitions Important milestones

have included

- successful transfer and delivery of NHS
Choices, achieving average growth in traffic
volurmes to the website of 7 rmullion per
month See pages 19to 21

- successful launch of another new Department
of Health service called The Information
Standard

-1n December, we signed a contract with
NHS BSA to administer the processing and
payment of arca 40 million dental dlaims and
provide a managed IT service The service will
be delivered by our health and IT services
businesses

Caprta IT Services we have focused on
extending our capabiltbies through selective
acquisitions and growing organically

- while continuing to support Capita businesses
and their clients, our IT Services business
has had increasing success in winning IT
outsourcing (ITO) contracts from external
clients across both the private and public
sectors — including a contract to provide a
talored ICT service to NHS Hounslow
and partiopating in the BSF programme,
including a contract in Rochdale

- Computerland has been fully integrated into
our IT Services business and Canlhon IT
Services 1s currently being integrated,
bringing valuable additional capabilities
and accreditations The enlarged business
now has over 2,000 technical resources

Service Birmingham ‘We continue to drve
efficency and deliver core ICT service and
solutions to support the Counal’s ambitious
business transformation programme New
developments include

- delivery of a more robust and reliable
external Council website on a new, scalable
and resilient infrastructure, named by
Sitemorse as the fastest improving local
authonty website in the UK

- implementation of a new performance
development review and HR payroll systems
to help the Counail make best use of its
people resources, improve perfermance
and become an employer of choice

Capita Business Travel & Conferences
Alongside operational consolidation, the
business traded well in challenging market
conditions We secured a significant nurmber of
new clients and a place on the OGC framework
for public sector travel procurernent Our
conferences business delivered over 200
conferences in highly diversified fields We have
implemented sophisticated Customer
Management systerns in: both our travel and
conferences businesses, enabling us to increase
marketing efficency and respond to our clients
more effectively

Capita Consulting focusing on local and
central government, health and the private
sector, the business has progressed well
winning new business wath clients including
Stockport MBC, Buckingharn CC, Sellafield
and Royal Pharmaceutical Seciety

2010 priorities

- Continue to iImplement key components of
Birmingham CC's Customer First prograrmme,
enabling simpler access to services for citizens
Focus on daving through business benefits
across all Service Birmingham programmes to
address the increased funding pressures faced
by local authorities

- Continue to grow T Services through securing
further external clients and providing broader
services to cther Capita business units and
their clients

- Maintain the growth of our presence in the
health sector by further integrating sales
across our health businesses and developing
additional outsourcing opportunities

— Make further enhancements to our travel and
conference services in order to continue to
deliver high standards of service to our clients

- Enhance capabilities and increase market
reach through selective acquisitions
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Prudential aims to be

‘the leader in retirement’
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REMOVED
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Already, 10,000 independent
advisers say it's better than ever

IMAGE
REMOVED

In Apnl 2008 we began a
15-year, £722m contract to
manage and transform the
administration of Prudential’s
life and pensions operations,
involving some 7 milion policies
Our task is to reduce operating
costs while increasing customer
satisfaction and loyalty by
stepping-up service efficiency,
quality and flexibility

So what are we doing?

We're transforming

— Back office processes

- Frontline customer contact

~ HR, training and development

— T infrastructure and support

In 2007, Prudentiat outlined its strategy of selectively competing in
the UK retirement savings and income markets While focusing on
maximising value from the opportunities provided by the need for
innovative retirement solutions, Prudential also looked to reduce
its administration costs while continuing to enhance service to
customers and financial advisers To help achieve this, its customer
and adviser service operation was outsourced to Capita in 2008 -
transferring 3,000 front office, back office and IT employees in the
UK and Mumbai

At Capita our 5-year transformation programme Is introducing,
among other things, a new approach to management development,
focused on boosting commercial awareness and leadership

We brought in new training for contact centre employees to
enhance therr skills, confidence and knowledge to handle enquiries
and complaints more effectively and to meet the Financial Services
Authority’s mandate of treating customers fairly

In October 2008 the financial crisis triggered a huge upsurge in calls
and mail from anxious customers QOur team took it in their stride,
providing the support and reassurance policyholders needed in a way
that fully reflected Prudential’s brand values

And in the 2009 Financial Adviser Service Awards over 10,000 advisers
gave their verdict For the first time in a decade, Prudential won

five star ratings in 2 categories Investments and Life and Pensions
This brings more than kudos many key advisers will only recommend
providers that attain the highest service levels




Keith Phillips,
Key Accounts
Director Prudential

UK and Europe,
notes partnership
benefits...
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...an improved service proposition that meets

intermediaries’ needs

.a responsive and knowledgeable contact centre
..more satisfied customers and advisers
..attaining five star rating
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The way our working relationship
with Capita has evolved is making
a tangible difference to our
customers and advisers. In Capita,
we have a long term partner who
delivers on service and continually
works with us to find flexible
solutions to our business needs.
Capita’s commitment to the
partnership continues to enhance
our overall proposition.

Tulsi Naidu
Operations Director,
Prudential UK and Europe
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Board members
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The Board of Directors

The Board of Directors has continued to

review the Board composition during 2009

and has made some changes for 2010

After 9 years with Capita, Eric Walters decided
to step down as Chairman with effect from

the beginming of 2010 and Martin Bolland took
over this role from 1 January 2010 We also
announced last year that Paddy Doyte would be
moving to a part-time Executive Director role
He has now decided to reduce his business
interests further and will continue on the Board
as a Non-Executive Director from 1 March 2010
The Board has also considered the number of
Independent Non-Executive Directors,
specifically with relevant financial expenence,
and will be recruring to add further Non-
Executives to the Board Whilst this process 15
taking place, Martin will continue as Chairman
of the Audit Committee and Sentor Independent
Birector until an appropriate replacement s
appointed

Martin Bolland

Non-Executive Chairman and Senior
Independent Director, Age 53

Joned the Board in March 2008 and became
Senior Independent Director on 30 September
2008 Became Chairman on 1)anuary 2010,
followang the retirernent of Enc Walters from
the role A Chartered Accountant, Martin
previously held a number of senior posmons
within the Lonrho Group and was also a founder
and partner of Alchemy Partniers and continues
to be a member of Alchemy’s Investment
Committee and the Monitoring Board Hes
aurrently Chairman of QHotels

Committee memberships
Nomination Committee
{Chairman from 1 January 2010)
Audit Commuttee (Chairman)
Rernuneration Commuttee

Paul Pindar

Chief Executive, Age 50

Joined Capita in 1987 from 3, after adwising
Capita on its management buy-out, and
became Chief Executive n 1999 A Chartered
Accountant, Paul is responsible for managing
and developing Capita's operations to achieve
the Company's strategic objectives, and has
overzall responsibility for our charitable
approach Paul 15 also Chair of the Great
Ormond Street Hosprtal's Corporate
Partnership’s Board and Senior Independent
Non-Executive Director of Debenharns Ple,

Gordon Hurst

Group Finance Director, Age 48

Joined Capita in 1988 and was first appointed to
the Board as Commercial Director n February
1995 and then as Group Finance Director in
1996 A Chartered Accountant, he isalso
Company Secretary He has Board responsibility
for our overall corporate responsibility policy
and specific responsibility for our environment,
health and safety approach and supplier
relationships

Simon Pilling

Chief Operating Officer, Age 47

Joined Capita in 1999 and was appointed to the
Board In August 2006 serving as Joint Chief
Operating Officer alongside Paddy Doyle

In August 2008 he becarne Chief Operating
Officer and has overall respensibility for the
management of the Company’s operations

He also has Board responsibility for client
service quality and for our employee and human
resources policies
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Magg Bell

Business Development Director, Age 54

Joined Capita in January 1999 and was
appointed to the Board in August 2008

Magg has held vanous positions across Caprta,
ncluding runnimg our recruitment businesses
and leading the Business Services and Corporate
Services Divisions, and has been head of the
Group Sales & Marketing Diviston since January
2005 She 15 responsible for driving forward
business development across the Company,
ncluding ranaging our Major Sales Team, and
has Board respansibility for community
engagement

Paddy Doyle
Non-Executive Director, Age 59

Joned Capita in 1992 and was appointed tothe
Board in 1994 As Group Operations Director he
was responsible for the ongoing operational
management of the Group's business units
From August 2006 to the end of August 2008
he was Jont Chief Operating Officer alongside
Simon Pilling In 2009 he moved to a part-time
Executive position on the Board, continuing
chent facing actmties He has decided to reduce
his business interests further and will continue
on the Board as a Non-Executive Director from
1 March 2010

Commuttee memberships
Nomination Committee
{from 1 March 2010}

Martina King

Non-Executive Director, Age 48

Joined the Board in January 2005 Martina
previously held a number of senior positions in
marketing and online media, induding her
position as Yahoo! Managing Director for Europe
and Managing Director of Capital Radio Martina
15 also a Non-Executive Director of Johnston
Press plc, IMD PLC and Debenhams Plc

Committee memberships
Remuneration Commuttee (Chairperson)
Audit Commuttee

Nemunation Cemmittee

Bill Ghmsey

Non-Executive Director, Age 58

Joined the Board in October 2006 Bill has held
a number of seruor positions across the retait
sector over the past 20 years, including Chief
Executive of The Big Food Group and Wickes Plc
Bill 15 currently Chief Executive of Focus DIY
Limited He does not hold any other Non-
Executrve positions

Commuttee memberships.
Audit Committee
Rermuneration Committee
Nomination Committee

Enc Walters

Joined the Board in 2001 and became Chaiman
in 2006 He has held senior positions with
Alcherny Partners LLP, Englefield Capital,
Schroder Ventures, Grand Metropolitan plc and
Lex Service plc. After 9 years service, he stepped
down from the Board on 1 jJanuary 2010 and we
wish him well as he pursues other interests

Committee memberships
Nemination Commuttee
{Chairman untit 31 December 2005)
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Corporate governance

The Caprta Group Plc and its subsidianes (the Group) corttinue to be
comimitted to the principles of corporate governance contained in the
Financial Reporting Counal’s Combined Code on Corporate Govemance
June 2008 {the Combtned Code] for which the Board 1s accountable

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

Composition of the Board (A.3 2] — This 1s shown in the table below

Penod

Balance of Board

Directors

1January ~
31 December 2009

Non-Executive Chairman
5 Executive Directors

3 Independent
Non-Executive Directors

Enc Walters

Paul Pindar, Gardon Hurst,
Simon Pithng, Magg) Bell
and Paddy Doyle

Martin Bolland, Martina
King and Bill Grimsey

From 1 January -
28 February 2010

Non-Executive Charman
5 Executive Directors

2 Independent
Non-Executive Directors

Martin Bolland

Paul Pindar, Gordon Hurst,
Simon Pilling, Magg Bell
and Paddy Doyle

Martina King and

Bill Gnmsey

From 1 March 2010

Non-Executive Charman
4 Executive Directors

2 Independent
Non-Executve Directors
1 Non-Executive Director

Martin Bolland

Paul Pindar, Gordon Hurst,
Simon Pitling and

Magg Bell

Martina King and

Bill Gnimsey

Paddy Doyle

The Board continues to believe that the Board and its committees consist
of directors with an appropriate balance of skills, expenience, independence
and knowledge of the Company to enable it to discharge ts duties and
resporsibilities effectively

Board changes in the year
There were no changes to the Board during the year as all changes
described below became effective after the year-end

Eric Walters stood down from the Board from 1 January 2010 and the
Board appointed Martin Bolland as Non-Executive Chairman Paddy Doyle
15 moving to a non-executive position from 1 March 2010 Following these
changes the Board are actively recruiting further Independent Non-
Executive Directors and once these have been appointed the relevant
announcements will be made Martin Bolland will continue as Senior
Independent Director for the time being

These changes were part of the Board's orderly succession planning

and arrangements

Martin Bolland, Martina King and Bill Gnmsey are regarded as independent
and free from any business or other relationship that could matenally
interfere with their judgement The Board accepts that Paddy Doyle 1s not
independent, but his experience of the Company means the Board feel the
contnbution he continues to make is valuable

For each appointment the Board undertook a formal appontment
process, led by the Nommation Cornmittee and, where appropniate, with
the assistance of independent extemnal search consultants

Board composition

The Directors acknowledge the need to segregate the responstbility for
operating the Board from the management of the underlying bustness
Consequently, the roles of Non-Executive Chairmian (Enc Walters for the
period under review and Martin Bolland from 1 January 2010) and Chief
Executive (Paul Pindar) are separate

Martin Bolland was appointed Non-Executive Chairman from 1 january
2010 and whilst a recruntment process 1s undertaken for new independent
directors Martin has continued in his role of Senior Independent Director
and Chaimman of the Audit Committee He s available as Non-Executive
Chairman and Sericr Independent Director, as necessary, to lead meetings
of the Non-Executive Directors without the Executve Directors being
present and s avaitable to meet with shareholders to understand any
concems Biographies of the Directors can be found on pages 70 to 71

Board responsibilities and effectiveness

The Board is collectively responsible to shareholders for setting the
direction of the business and monitoring the Group's ongoing affairs

1t 1s also responsible for ensuning an effective internal control environment
that identifies and manages appropriately the risks assocated with the
business as set out on pages 27 to 28

The Board demonstrates its commitment to the strategic direction and
control of the Group by scheduling a senes of meetings in the year It can
meet as necessary outside of this schedule to consider any urgent matters
that may anse It sets the strategic objectives of the Group, ensuring
sufficient financial and human resources are in place to meet those ams
The Board sets the Group’s values and standards and ensures that its
cbbgations to clients, employees, supplers, shareholders, the community
and other key stakeholders are understood and met

The Board has a formal schedule of matters that can only be decided by
the Board This schedule has been reviewed dunng the year and the key
matters reserved to the Board include

~The Group’s business strategy

- Annual finanaal and operating plans

- Financial reporting

- Dividend policy

- Internal controls and nsk management (via the Audit Committee)
— Rermuneration policy {via the Remuneration Committee)
—Treasury policy and sigruficant fundraising

- Appointment/removal of Directors and Company Secretary

The Board alse considers regular reports from the Chief Executive, Group
Finance Director, Chief Operating Officer and Business Developrment
Director The Board 1s provided with complete, timely and relevant
information 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 deterrnines
appropnate remuneration levels through the Remuneration Committee, a
committee of the Board

Paul Pindar, as Chief Executive, 1s responsible for all aspects of the
operation and management of the Group

The Non-Executive Directors have a particular responsibility to challenge,
independently and constructively, the business development plans that
are proposed by executive management and monrtor the performance of
the management tearns tn the delivery of agreed business objectives and
targets The Non-Executive Chairman encourages and engages in an open
dialogue with Non-Executive Directors who are at liberty to meet with
him as a group or individually as they fee! fit, wathout the presence of
Executive Directors The Non-Executive Directors meet at least once a
year without the Executive Directors present

Directors and officer’s Lability insurance s mantamned

Director induction and professional development

On joiring the Board, all Directors participate in an induction programme
invotving appropriate documentation, meetings and visits to Caprta
businesses with other Directors, attendance at monthty operational
business (MOB) review meetings and discussions with advisers and senior
management from across the Group




Duning the year, the Directors recerved appropriate ongoing bnefings and
information, including updates on governance and regulatory 1ssues, to
enable thern to perform their roles They also attended external courses
where appropnate Specific briefings were given to the Executive Directors
on the Combtned Code, Cornpanies Act 2006 and Disclosure and
Transparency Rules duning the year

An induction was also given to Martin Bolland on his appointment as
Non-Executive Chairman

All Board members have access to independent advice on any matters
relating to their responsibilities as Directors and as members of the vanous
commuttees of the Board, at the Group’s expense The Company Secretary,
Gordon Hurst, who is also Group Finance Director, is available to alt
Directors and he 1s responsible for ensunng that all Board procedures are
complied with As with alt Board positions and responsibilities this
combined rote 1s regularly reviewed

The Board appointed a Deputy Company Secretary in 2008 to deal with
the increase in size and diversity of this area The duties of the Deputy
Company Secretary include coordinating and managing the provision of
company secretarial services to the Group on behalf of Gordon Hurst, the
Group Finance Director and Company Secretary, and acting as Secretary
to the Audrt, Remuneration and Normination Cormmittees The Deputy
Company Secretary has direct access and responsibility to the Chauran
and the Chars of all the standing commuittees and open access to all the
Directors The Board continues to keep this under review and currently feel
that this combination works best for the business as a whole

Board performance evaluation

An evaluation of Board and commuttee effectiveness was conducted in
2009 The evaluation took the form of discussions and meetings with the
Directors in relation to the Board and any committee of which they were a
member at the tirme of the evaluation The evaluation was continuous to
ensure a full review was undertaken at points across the year One area
that was raised was the potential effects of changing tegistation wath the
fult implementation of the Companies Act 2006 In response to this
feedback, additional briefings were offered on this area and undertaken in
Novernber 2009 The Board concluded that the Board and its committees
continue to operate effectively in accordance with the Companies Act
2006 and good corporate governance

The performance of individual Executive Directors 1s appraised annually
by the Chief Executive, to whom they report The perfonmance of the
Non-Executive Chairman, Eric Walters in 2009, was reviewed by the
Non-Executive Directors, led by Martin Bolland, taking into account the
views of the Executive Directors for the peniod ending December 2009

The perforrmance review of the Chief Executive is conducted by the
Non-Executive Chairman, taking into account the views of other Directors
Non-Executive Directors’ performance 1s revtewed by the Non-Executrve
Chairman, taking into account the views of other Directors

The Board considered, as it had In previous years, the merit of using

an external body to manage the performance evaluation process

It concluded that it remained appropriate for the Deputy Company
Secretary to manage the performance evaluation process and act in
accordance with the feedback received This ensures that actions could
be undertaken in line with the requirements of the business without
incurnng additional costs

Appomtment, re-appointment and removal of Directors
Directors are apponted and may be removed in accordance with
the Articles of Assoaiation of the Company and the provisions of
the Comparues Act.

All Directors are subject to election at the first Annual General Meeting
after their appointment and to re-election at intervals of no more than
3 years in accordance with the Combined Code and the Company’s
Articles of Asspciation
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No person, other than a Director retinng at the meeting, shall be
appointed or re-appointed a Director of the Company at any general
meeting unless he/she 1s 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 7 and 35 days’
notice, executed by a member qualified to vote on the appointment or
re-appointment, has been given to the Company cf the intention to
propose that person for appointment or re-appointment, together with
notice executed by that person of histher wallingness to be appointed or
re-appointed

The Non-Executive Chairman and, where appropriate, the Non-Executive
Directors have, following the evaluation process described above,
considered the performance of Paul Pindar, Simon Pilling and 8ill Gnmsey,
who are subject to re-election at the 2010 Annual General Meeting and
are satisfied that they continue to be effective and demonstrate a clear
commitment to the role

Membership of the committees
Membershup of the Company’s standing commuttees during the year is
shown below

Enc Martin, Martina Bl

Walters Bolland King Grimsey

Nomination Qv v v v
Remuneration v v v/
Audit (' v v

{C) Chaiman

Following changes to the Board on 1 January 2010 the committees are as
follows

Matn  Martina Bill
Bolland Kng  Grmsey
Nomination v v v
Remuneration v cw v
Audit v e v

{€) Chawrman

Martin Bolland will stand down from both the Remuneration Commuttee
and the Audit Committee once appropnate replacements are recruited
tothe Board Paddy Doyle i1s not independent and therefore will only be
apponted to the Normination Commuttee, but will be available to the
Audit and Rernuneration Comrmittee as required

Nomination Commuttee

The Nomination Cornmittee in 2009 compnised Enc Watters (Committee
Chairman), Martin Bolland, Martina King and Bill Gnmsey The Commuttee
reports to the Board and rts role is to seek suitably skilled and expenenced
candidates to be Directors and ensure plans are in place for orderly
succession of appointments to the Board

When considering the constitution of the Board, the Nomination
Commuittee carries out a ngorous review, taking into account the need for
a progressive refresh of the Board Core competencies and attnbutes
required to fill the roles are set out and independent external search
consultants engaged, where appropriate, to identify potential candidates
The Chairman of the Company never takes part in any discussions
regarding the consideration of the appointment of a new chairman

During the year the Normunation Commuttee has considered the succession
planning of the Board Paddy Doyle was considenng reduang further hus
business commitments, however the Commuttee felt that his expenence
continued to be of value to the Board going forward and therefore
proposed to the Board that Paddy became a Non-Executive Director from
1March 2010 Eric Walters decided in Novernber 2009 that he wanted
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to stand down from the Board Martin Bolland chaired the Nomination
Commuttee regarding inttial discussions concerning Enc Walters’
succession As Martin Bolland was proposed as a potential candidate for
the role of Non-Executive Chairman, it was decided that the appomntment
of the Non-Executive Chairman should be discussed by the Board as a
whole Therefore the decision to appoint Martin Bolland as Non-Executive
Chairman was taken by the Board Martin Bolland and Enc Walters did not
take part in this decision

Audit Commuttee

The Audit Commuttee compnsed the Non-Executive Directors throughout
2009 Martin Bolland was and remains Chairman of the Audit Committee
and he has significant recent and relevant financial experience, including
being a qualified Chartered Accountant The other mernbers of the Audit
Commuittee are Martina King and Bill Gnmsey Audit Cornmittee
meetings are attended, by invitation, by the Non-Executive Chairman,
Chief Executive, Group Finance Director, Director Group Compliance,
Director Group Risk and Business Assurance and by representatives of
the external Auditors

The Commuttee met 4 times duning the period Meetings are planned
around the finanoal calendar for the Company and the meeting held
1n May 1s specfically to focus on the nsk, internal controt and
compliance agendas

The Chairman of the Commuttee 1s directly available to and holds regular
meetings with the Durector Group Compliance, Deputy Comparny Secretary,
Director Group Risk and Business Assurance and extemal Auditors

During the year, the Committee reviewed its terms of reference and
ensured that these remained in ine with the guidance given by the
Finanoal Reporting Council and the Code There were no propesed
changes and this was presented to the meeting held n Novernber 2009
The terms of reference include the approval of the appointment of the
Director Group Risk and Business Assurance

The Commuttee 15 also responsible for the policies on whistleblowing
and the provision of the non-audit services by the external Auditors
Both policies are published on the Company’s employee intranet

In accordance with the terms of reference the Committee met separately
with the Auditors independently of the Executive Directors and also with
the Durector Group Risk and Business Assurance

The Committee reviewed a wide range of financial reporting and related
matters during the year, including the half year and annual accounts prior
to thewr subrrussion to the Board The Committee focused in particular on
entical accounting policies and practices adopted by the Group and any
sigmificant areas of judgement that matenally impact on reported results

It also monitored the intemal controls that are operated by ranagerment
to ensure the integnity of nformation reported to shareholders

The Comrmuttee reviewed and approved the Representation Letter required
by the Audrtors

The Committee provides a forum for reporting by the Group's Auditors,
and it advises the Board on the appontment, mdependence and
objectivity of the Auditors and on the remuneration for both statutory
audit and non-audit work. It also discussed the nature, scope and tirrung
of the statutory audit with the Audstors The Audit Committee annually
performs an independent assessment of the suitability and performance
of the Auditors in making its recommendation to the Board for their
re-appointment

The Committee met with the Group Finance Director to discuss the
re-appointment of the Auditors and thewr performance over the preceding
12 menths This discussion also ncluded the scope of the audit that was
required This process meant the Committee could discuss in detail the
re-appointment and recommend the re-appointment of the Auditors to
the Board, which it did

At the meeting to review the 2009 Annual Report and Accounts, the
Commuittee considered the level of non-audrt services bewng provided by
the Group's Auditors i order to satisfy itself that the objectrty and
independence of the Auditors were safeguarded Details of audit and
non-audrt fees are given in note 8 on page 101 The lead audtt partner 15
rotated at least on a 5-yearly basis

The Commuttee has responsibility for reviewing the annual business
assurance programme and for ensunng that the Group Risk and

Business Assurance function 1s adequately sponsored and resourced

The Committee Is kept appraised of all key issues across the Group

and the potential nisks to the business It also momitored the resourcing
levels and perfoermance of the Group's Compliance function In November
2009 the Committee reviewed and approved these business plans

Martin Bolland will continue to be Chairman of the Audit Commuttee until
a new independent Non-Executive Director wath relevant finanaal
experience 1s appointed Although this 1s not compliant with the
Combined Code, Marun Bolland does nave the relevant financial
expenience and the other Non-Executive Directors at this time do not It
was therefore decided that the current amangements were

in the best interests of both the shareholders and the Company

Remuneration Committee
Details of the Remuneration Commuttee and its activities are given in the
Directors’ remuneration report on pages 79 to 84

The terms of reference of the Nomination, Remuneration and Audit
Committees were reviewed dunng the year The terms of reference are
displayed in the tnvestor centre at www capita co uk/investors

Board and committee members, frequency of meetings

and attendance

During 2009 the Board met 9 tirnes, excluding ad hoc meetings, solely to
deal with procedural matters The Nomination Commuttee and the
Remuneration Committee met once and 3 times dunng the year,
respectively The Audit Committee met 4 times duning the year
Attendance 1s recorded in the table below

Nomination Remuneration Audit

Board Committee  Commuitee  Comnmuttee

meetings meetings meetings meetings

Scheduled meetings 9 1 3 4
Eric Walters 9 1 - _
Paul Pindar 9 - - _
Gordon Hurst 8 - - -
Paddy Doyle 9 - - -
Simon Pilling 7 - - -
Magg;: Bell 9 - - -
Martina King 8 1 3 4
Bill Grimsey 8 1 3 4
Martin Bolland 9 1 3 4

Any Directors’ non-attendance at Board meetings or meetings of the
Audit, Remuneration or Nomnation Comrmuttees was due to illness or
an absence previously agreed with the Chairman of the Board, the Chief
Executive or the Chairmman of the relevant committee

Dialogue with institutional shareholders

The Board encourages and seeks to bulld a mutual understanding of
objectives between the Group and its institutional shareholders As part
of this process the Executive Directors make regular presentations and
meet with institutonal shareholders to discuss any ssues of concem, to
obtain feedback and to consider Corporate Governance issues All the
Non-Executrve Directors are available to meet wath shareholders to
understand their views more fully The Non-Executive Chairman s
personally available to the significant shareholders in the Group




The Corporate Cornrnunications team has effective day-to-day
responsibility for managing shareholder communications and always acts
in close consultation with the Board A Disclosure Committee consisting
of the Corporate Communications Director, Chief Executive and Group
Finance Director ensures all appropriate communications are made to the
London Stock Exchange and shareholders Shareholders can also access
up-to-date information through the investor centre section of the Group’s
website at www capita co uk/investors A telephone helpline, 0871664
0300, provides a contact point directly to the Group's registrars

All members of the Board, induding the Non-Executive Directors, receive
areport on any significant discussions with shareholders and feedback
that follows the annual and half-yearly presentations to mnvestment
analysts and shareholders All brokers’ reports and analysts’ briefings
concerning Capita are circulated to the Directors

The Board encourages shareholders to attend its Annual General Meeting
Directors, including the chairpersons of the vartous committees, are
present to answer any questions The Group encourages communication
with ang the participation of private investors at the Annual General
Meeting

Social and envircnmental responsibility

Details of how the Group manages its social and environmental
responsibilities can be found on pages 32 to 40 and at www capita co uk/
corporate-responsibility

Internal control

The Board s responsible for the Group’s system of internat control and
for regularly reviewing its effectiveness Procedures have been designed
for, Inter alia, the safeguarding of assets aganst unauthorised use or
dispositton, maintaining proper accounting records and the reliability of
financial mformation used within the business or for publication Sucha
system s designed to manage rather than eliminate the nsk of failure to
achieve business objectives and can only provide reasonable and not
absolute assurance against matenal errors, losses or fraud There s an
ongoing process of identifying, evaluating and managing the significant
nisks faced by the Croup, which has been in place throughout the year
under review and up to the date of approval of the 2009 Annual Report
and Accounts This process is regularly reviewed by the Board The Group's
key intemal control procedures include the following

~The Board has responsibility to set, communicate and monitor the
application of policies, procedures and standards in areas indluding
operations, finance, legal, commercaial and regulatory compliance,
human resources and health and safety, information security and
property management and corporate soaal responsibility and the
environment and these policies are cascaded to the businesses via the
MOB review process

- Authority to operate the individual businesses cornprising the Divisions
that make up the Group 1s delegated to thewr respective Managing
Directors, within lirmits set by the Group including the recruitment of the
underlying management teams The Board establishes key operational,
functional and financial reporting standards for application across the
whole Group and this 1s cascaded through the MOB review process
These are supplemented by operating standards set by local
management teams, as required for the type of business and
geographical location of each subsidiary and business unit

— Comprehensive annua! finanaial plans are prepared at the indmwiduat
business unit levet and summansed at a Divisional and Group level.
Financial plans are reviewed and approved by the Board following
challenge within the MOB review process Capital expenditure 1s subject
to nigorous budgetary control beyond spectfied levels and detailed
wnitten proposals have to be subrtted to the Board Expenditure on
acquisitions is the subject of appropriate consideration, review and
approval by the Board

— Results are monitored routinely by means of comprehensive
management accounts and actual progress aganst plan is challenged
directly by Executive Directors of the Board on a Group-wide basis and
at the business urut level each month
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— A framework 15 in place to identify, assess and mitigate the major
business nsks, ncluding credit, hiquidity, operations, reputation,
information security, regulatory and fraud The framework also includes
specific provision for risk-based due diligence in respect of business
acquisitions and new customer contracts Exposure to business nsk 1s
monrtored as an integral part of the MOB review process and by the
Audit Cornmittee

-The Group nsk framework 15 supplernented in certain of the Group's
businesses, including all financial services related business streams,
by a number of formally constituted local boards, which in tum are
underpinned by dedicated risk commuttees These committees provide
an appropriate means to routinely monitor the risk profile of these
businesses, including regulatory nsks, and for proposed mitigating
actions to be challenged and tracked

—The Group nisk management framework 1s monitored and developed
as required by the Group Risk and Business Assurance function, in
conjunction with the Group Compliance function, to ensure that it
remains appropriate to business requirements and consistent with
best practice

~The Group Risk and Business Assurance function reports to the Group
Finance Director and independently to the Audit Comrrittee In addibon
to independently facilitating the Group's nsk management framework,
it delivers a nsk-based intemnal audit programmie, 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
risk to the Group, as determined by the Group nisk framework, and the
independent view of those nisks 15 taken by the Group Risk and Business
Assurance function
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—In addition, regulatory risks and compliance matters are overseen by
the Group Compliance function reporting through the Group Finance
Director and independently to the Audit Commuttee The Group
Compliance team, in conjunction with dedicated compliance teams
within the relevant businesses, independently monitor regulatory
comphlance by way of risk-based work programmes and suppart
operations in identifying and mitigating regulatory risks as an integral
part of the Group nsk framework

- Both the Group Compliance function and the Group Risk and Business
Assurance function routinely appraise the Group’s senior management
and the Audit Committee of therr work programmes and findings

The Board keeps under review the effectiveness of this systermn of internal
control The key mechanisms used by the Board to achieve this include
regular MOB review reports, penadic updates from the Audit Committee
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 periodic reports
from relevant regulators

Based on the above, the Board has concluded that it 1s satisfied with the
process of monitoring the effectiveness of internal controls and complies
with the Internal Control Guidance for Directors 1n the Combined Code
1ssued by the Institute of Chartered Accountants in England and Wales

and in the revised Tumbull Guidance (2005) The Board and the Audit
Committee have performed a Croup-wide review of the effectiveness of
the internal control system, including financial, operational and
compliance controls and nsk management in accordance with the
Combined Code for the period from 1 January 20089 to the date of approval
of this Annual Report and Accounts

The implications of the Arch cru situation are still being evaluated as
explained in note 4 on page 97 and note 25 on page 111 Subject to this
evaluation, no significant failings or weaknesses have been identified in the
Group-wide review Notwithstanding this, the controls wathin Capita
Finanaial Managers have been reviewed and enhanced

Risk management and govemance 1s also referred to on pages 22 to 23
and 27 to 28 in this report
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Group activities

The Group is a leading UK provider of business process cutsourcing
solutiens and professional support services to organisations across the
public and private sectors The Group's 4 chosen markets are in the public
sector central government, local govermment, education, health and
transport, and in the private sector Lfe and pensions, insurance, financial
services and other corporates

On behalf of its chients, the Group aims to improve service quality, reduce
costs of delivery and enable them to transform the way that they deliver
services to their customers The services that the Group provides are
essential to the smooth running and success of its chients’ operations

The Group designs, successfully implements and manages tailored service
solutions, ranging across administration, information technology,
finanaal, human resources, property and customer service functions

The Group maintains leading positions in the majonty of its markets due
10 its scale and ability to draw on its wide base of professional services,
detailed market knowledge and extensive business process transformation
and change management skills

During the penod under review, the Group's business divisions were
reorganised The Board decided the reorganisation was necessary to
rmanage the continued growth in the business and to enhance service
provisions across the Group The Group's principal activities are now
managed through 5 operating divisions comprising Insurance 8 Investor
Services, ICT, Health & Business Services, Life & Pensions, Professional
Services and Integrated Services Group support services report direct to
Group Executive Directors

A review of the development of the Group and its business activities
during the year 1s contained in the Business Review on pages 1to 40
Our divisional operations and finanaal performance are detailed

on pages 58 to 64

Profits and dvidends

The Group underlying profit before taxation amounted to £3251m (2008
£277 2m) The Directors recommend a final dividend of 11 2p per share
(2008 9 6p per share) to be paid on 24 May 2010 to ordinary shareholders
on the Register on 16 April 2010 This gives a total dividend for the year

of 16 8p per share (2008 14 4p per share)

The Employee Benefit Trust has waived its nght to receive a dividend on
the shares being held within the Trust

Directors

The Directors of the Company currently in office are listed on pages

70to0 71 Paul Pindar, Simon Pilling and Bill Grimsey will retire at the
forthcoming Annual General Meeting and, being eligible, offer themselves
for re-election No Durector has a service contract exceeding 1 year

Conflicts policy

Under the Companies Act 2006, directors are under an obligation to avoid
situations in which their interests can or do conflict, or may possibly
conflict, with those of the Company In response to the conflicts of interest
provisions, a comprehensive project was undertaken in 2008 to identify
and disclose any conflicts of interest that have ansen or may arise across
the Group Procedures were implemented for evaluating and managing
conflicts that have been identifted in a way that ensures that decisions are
not compromised by a conflicted director In addition, the Company’s
Articles of Association give the Board the power to authonse matters that
give rise to actual or potential conflicts The Board reports annually on the
Company's procedures for ensuring that the Board's powers of
authonsation of conflicts are operated effectively and that the procedures
have been followed A policy for ongoing identification and disclosure of
conflicts is in place and 1s kept under regular review

The Board has authonsed the conflict of Gordon Hurst being a trustee of
bath the Capita Pension and Life Assurance Scherme and the Capita Group
Money Purchase Scherme, and gave specific guidance on this conflict going
forward Gordon Hurst did not participate in the discussion or vote on the
guidance given No other conflicts of interest declared were material to
the Board All conflicts of interest are reviewed on an annual basis by the
Board and are revisited as part of the year-end process by the Directors

None of the Directors of the Company had a matenial interest i any
contract with the Company or its subsidiary undertakings other than their
contracts of employrment

Voting nghts and share capital
On 19 February 2070 the Company had recewved notifications that the
following were interested in accordance with DTR 5

Percentage

of ISC  No ofshares Mo of shares
Shareholder No of shares asat19 Feb Direct Indirect
Invesco 90,928,607 14.55% 90,928,607
Bailie Cifford & Co 35,854,749 574% 35,854,749
Caprtal Research
and Management
Company 34,595,933 554% 34,595,933
FMR LLC & Fidelity
International 28,476,638 456% 28,476,638
Legal & General 27,087,168 434% 24,009,959 3077209
Deutsche Bank 18,680,548 299% 18,680,548

At the date of this report, 624,780,161 ordinary shares of 21sp each have
been i1ssued and are fully pard up and are quoted on the London Stock
Exchange Dunng the year ended 31 December 2009, cptions were
exercised pursuant to the Company's share option schemes, resulting in
the allotment of 3,355,841 new ordinary shares A further 195,823 new
ordinary shares have been allotted under these schemnes since the end of
the finanaial year to the date of this report 7,805,218 of the 1ssued share
capital 1s held within an Employee Benefit Trust for the use of satisfying
employee share options

The Company renewed its authority to repurchase up to 10% of its own
issued share capital at the Annual General Meeting in May 2009 During
the year the Company did not acquire any ordinary shares (2008
10,355,046) ordinary shares Therefore dunng the year no shares (2008
10,355,046) were transferred to the Employee Benefit Trust No shares
were cancelled during the year and there are no shares held in treasury

Rights and restrictions attaching to shares

Under the Company’s Articles of Asscaation, holders of ordinary shares
are entrtled to participate in the payment of dividends pro rata to therr
holding The Board may propose and pay an interim dividend and
recommend a final dividend, in respect of any accounting period out of the
profits availabte for distribution under Englsh law A final dividend may be
declared by the shareholders in the General Meeting by ordinary
resolution, but no dividend may be declared in excess of the amount
recornmended by the Board

At any General Meeting a resolution put to vote at the meeting shall be
decided on a poll This will be a change from previous years, but the
Company feels that this s n line with best practice Ona poll every
member who Is present in person or by proxy shall have one vote for
every share of which they are the holder

No person holds secunties in the Company carrying special nights with
regard to control of the Company The Company 1s not aware of any
agreements between holders of secunties that may result in restrictions
on the transfer of secunties or on voting nghts

Restnctions on transfer of shares

The Company’s Articles of Asseciation allow Directors to, in their abselute
discretion, refuse to register the transfer of a share in certificated form
which 1s not fully paid They may also refuse to register a transfer of a
share in certificated form unless the instrument of transfer is lodged, duly
stamped, at the registered office of the Company, or at such other place
as the Directors may appoint and (except in the case of a transfer by a
recognised person where a certificate has not been issued in respect of the
share) is accompanied by the certificate for the share to which it relates




and such other evidence as the Directors may reasonably require to show
the nght of the transferor to make the transfer They may also refuse to
register any such transfer where it s in favour of rmore than 4 transferees
or in raspect of more than 1 class of shares

The Directors may refuse to register a transfer of a share in uncertificated
form in any case where the Company 1s entitled to refuse (or 1s excepted
from the requirement) under the Uncertificated Secunties Regulations to
register the transfer

Going concern

The Group’s business activities, together with the factors Likely to affect its
future development, performance and position are set out in the Business
Review on pages 1to 68 The financial position of the Group, its cash flows,
lquidity position and borrowing facilities are described on pages 22 to 26
In addition note 26 to the finanaal statements on page 111 includes the
Group's abjectives, policies and processes for managing its capital, its
finanaial nsk management objectives, details of its financial Instruments
and hedging activities, and its exposures to credit risk and liquidity risk,

The Group has considerable finanaial resources together with long term
contracts with a wide range of public and private sector clients and
suppliers As a consequence, the Directors believe that the Group is well
placed to manage its business risks successfully

After making enquiries, and in accordance with the FRC's “Going Concern
and Liquidity Risk Guidance for Directors of UK Companies 2009, the
Drrectors have a reasonable expectation that the Company and the Group
have adequate resources to continue in operational existence for the
foreseeable future Accordingly, they contimue to adopt the going concern
basis in prepanng the Annual Report and Accounts

Disabled persons

It s the Group’s policy to give full consideration to suitable applications for
employment of disabled persons Disabled employees are eligible to
participate n all career development opportunities available to staff
Opportunities also exist for employees of the Group who become disabled
to continue in therr employrment or to be retraned for other positions in
the Group

Employee involvement

The Group is committed to involving all employees in the performance
and development of the Group Its approach to employee development
offers continual challenges in the job, leaming opportunities and personal
devetopment The Group supports employees through a comprehensive
range of key business and management skills courses and an annual
managernent development prograrnme Capita Academy and Caprta
Managers Academy were launched at the end of 2009 to provide a more
comprehensive approach to key skills traiming and personal development

The Group encourages all its employees to participate fully in the business
through open dialogue Employees recerve news of the Group through
frequent email notices, internal notice board statements, Capita
Connections, the Group employee intranet, and Capita Online, a regular
email communication reviewing the performance of the Group from the
perspective of the Directors Duning 2009, the Company’s mtranet was
redeveloped and re-launched to meet the needs of all cur employees
These communication initiatives enable employees to manage their work
more efficently and to share information wathin and between business
units 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
management matters of interest to the employee and subjects affecting
day-to-day operations of the Group

The Caprta Sharesave Scherne, 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 ownership and
to gve employees the opportunity to participate n the future success of
the Group Approxumately 23% of the Group's eligible employees have
share options or own Capita shares
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In keeping with its belief that employees are the Group's most valuable
asset, the Group operates employee awards schemes These celebrate the
care values that embody the organisation and reward employees for
senvice excellence, effective teamwork, service to the community and
nnovation

Payment of suppliers

The Company aims to pay suppliers in accordance wath the suppliers’
contract terms [n 2009 the Company had an average of 40 days’
purchases {2008 41 days’ purchases) outstanding n trade creditors

Chantable and political donations

Dunng the year charitable donations amounted to £0 5m (2008 £0 6m)
No political contnbutions were made Further details of the Group’s
chantable donations and work within the commurity can be found on
pages 3% and 40 and at www capita co uk/corporate-responsibility

Financial Instruments

The Group’s financial instruments pnmanly compnse bonds, bank loans,
finance leases and overdrafts The pnnaipal purpose of these 1s to raise
funds for the Group’s operations In addition vanious other financial
mstrurments such as trade creditors and trade debtors arise directly from
its operations From time to time, the Group also enters into dernvative
transactions, pnmarnly interest rate swaps, currency swaps and forward
exchange contracts, the purpose of which is to manage interest sk and
currency nisk, ansing from the Group’s operations and 1ts sources of
finance

The matn financial nsks, to which the Group has exposure, are interest rate
risk, liquidity nisk, credit nsk and foreign currency risk

The Group borrows in selected currenaies at fixed and floating rates of
interest and makes use of interest rate swaps and currency swaps to
generate the desired interest profile and to manage rts exposure to
interest rate fluctuations

In respect of hiquidity nsk, the Group aims to maintain a balance between
continuity of funding and flexibility through the use of multiple sources of
funding including bonds, bank loans, unsecured loan notes, finance leases
and overdrafts, over a broad spread of maturities

in respect of credit nsk, the Group trades only with recognised,
creditworthy third parties It 1s the Group’s policy that all chients who wish
totrade on credit terms are subject to credit verification procedures

Ir addition, recewvable 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 finanozl assets of the
Group, such as cash, finanaal nvestrments and denvative instruments,
the Group's exposure to credit risk anses from default of the counterparty
The Group manages its operations to avoid any excessive concentration
of counterparty risk and the Group takes all reasonable steps to seek
assurance from the counterparties to ensure that they can fulfil

therr obligations

The Group 1s not generally exposed to significant foreign currency nisk,
except in respect of its overseas operations in India, which generates
exposure to movements in the Indian Rupee exchange rate The Group
seeks to mitigate the effect of this exposure by entering forward currency
instrurments, in the form of non-deliverable forward contracts, to fix the
Sterlng cost of highly probable forecast transactions denominated in
Indian Rupees Further details of the Group's finanaal instruments can be
found in note 26 to the consolidated financial statements on page 111
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Corporate governance

Qualifying third party indemnity provisions for the benefit of Directors
Under the Companies Act 2006, companies are under an obligation to
disclose any mdemnities which are in force in favour of their directors
The current Articles of Association of the Company contain an indernnity
in favour of the Directors of the Company which ndemmifies them in
respect of certain labilities and costs that they mught incur in the
execution of therr duties as Directors Copies of the relevant extract from
the Articles of Association are available for inspection at the registered
office of the Company dunng normal business hours on any weekday
and will be available at the venue of the 2010 Annual General Meeting
from 15 rinutes before the meeting until it ends

Auditors
A resolution to re-appoint Emnst & Young LLP as the Auditors will be put
forward at the forthcorning Annual General Meeting

The Company 1s committed to ensuring appropriate independence in its
relationship wath the Auditors and the key safeguards are

—The Group Finance Director monitors the independence of the Auditors
as part of the Group’s assessment of auditor effectiveness and reports
to the Audit Committee

—The Audit Commuttee routinely berchmarks the level of the audit fee
against other comparable companies both within and cutside of its
sector, to ensure ongoing objectrvity in the audit process

—The Group Finance Director monitors the level and nature of non-audrt
fees accruing to the Auditors, and specific assignments are discussed In
advance with the Auditors and flagged for the approval of the Audit
Committee as appropnate and in accordance with the Company’s
policy on the provision of non-audit services by the Auditors The Audit
Committee reviews, In aggregate, non-audit fees of this nature on
an annual basis and considers implications for the objectity and
independence of the relationship with the Auditor

Ensunng conflicts of interest are avoided is a fundamental critenon in the
selection of any third party audrtor for assignments with which the Group
is involved Such conflicts may arise across public or private sector
customers and key supplier relationships, for example, and are a key
determinant in the award process for external 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 Articles of Association
of the Company and to any directions given by special resolution, including
the Company’s power to repurchase its own shares

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

Change of control

All of the Company’s share schemes contain provisions 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 various banks
and other financial institutsons The Group's bank debt contains a change
of control prowision under which the banks may require immediate
repayment i full on change of control The bonds issued by the Group
contan a change of control provision which requires the Group to offer to
prepay the bonds in full if a change of control event occurs and the Group
does not obtain an investment grade credit rating

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

Staternent of Directors’ responsibilibies in respect of the financial
statements and auditors

Company law requires the Directors to prepare financial statements for
each financial year that give a true and fair view of the state of affarrs of
the Company and of the Group and of the profit or loss of the Group for
that period In preparing those accounts, the Directors are required to

—Select surtable accounting policies and then apply them consistently
—Make Judgements and estmates 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 s inappropriate
to presurne that the Group will continue in business

To the best of each Director’s knowledge and belief, there 1s no
information relevant to the preparation of their report of which the
Company’s Auditors are unaware

Each of the Directors has taken alt steps that a Director might reasonably
be expected to have taken to be aware of all relevant audit information and
to establish that the Cornpany’s Auditors are aware of that information

The Directors confirm that the financial statements comply with the
above requirements

The Directors are responsible for keeping proper accounting records which
disclose with reasonable accuracy at anytime the financial position of the
Group and enable thern to ensure that the accounts comply with the
Companies Act 2006 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 nregularities

To the best of each Director’s knowledge, the financial staterments
contained within this 2009 Annual Report and Accounts give a true and
fair view of the assets, liabilties, financial position and profit or loss of
the Group and the undertakings meluded in 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 1ssuer and the
undertakings included in the consolidation taken as a whole, together
with a desarption of the principal nsks and uncertainties that they face
Details of the prinaipal risks and uncertainties can be found on page 28

Annual General Meeting

The 2010 Annual General Meeting (AGM) of the Comparty will be held at
Deutsche Bank, Winchester House, 1 Great Winchester Street, London
EC2N 2DB, on 11 May 2010 At the AGM a nurmber of resolutions will be
proposed The resolutions are set out in the Notice of Meeting, which was
sent to shareholders with the 2009 Annual Report and Accounts and
includes notes explaining the business to be transacted In May 2009,
shareholders granted authority for the Company to purchase up to 621m
ordinary shares which will expire at the conclusion of the 2010 AGM No
shares were purchased during 2009 A resolution to renew this authority
will be put to shareholders at that meeting

At the AGM in May 2009 the Directors propesed that the name of the
Company be changed to Capita plc with effect from 31 Decemnber 2009
Unfortunately due to a change in the regulations implemented on
1October 2009 and outside of our control, we are unable at this time
to change the Company name We will keep this potential change
under review
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Directors’ remuneration report

As required by the Companies Act 2006, Statutory Instruments 2008/410
the targe and medium sized comparies and groups (accounts and reports)
Regulations 2008 and to meet the Listing Rules of the UK Listing
Authority, the Directors present the report on Directors’ remuneration for
the year ended 31 December 2009

The following information is not subject to audit

Executive summary
This summary provides an overview of Directors’ remuneration in 2009
and outhines the changes to the previous year

The grants made under the Long Terrn Incentive plan (LTIP 2008) were

Director Nurmber of ruk cast options
Paul Pindar 165,000
Simon Pilling 120,000
Gordon Hurst 120,000
Magg Bell 80,000
Paddy Doyte 48,000

Under this plan up to 165,000 nil cost options can be granted or 300% of
an indnvidual’s salary, whichever 1s the greater The Remuneration
Commuttee have chosen to award the maximum to Paul Pindar in Lne
wath its objectives to award lower fourth quartile basic salary with top
quartile performance related rewards

Base salanes

Due to the weak economic conditions in 2009 the basic salanes of
Executive Directors and sentor management were held at 2008 levels,
apart from those in positions who were promoted or changed therr
responsibilities This will be continued for 2010 The Committee believes
that it Is important that the pay freeze reflects the remuneration decisions
being taken across our businesses The Commuttee noted that all
employees are paid in accordance with the market conditions and business
requirement for thewr role There i1s no system of companng the differential
across the Group as it consists of a diverse mix of businesses and it would
reduce the ability for salaries to be deaided at a business level Itis also
important that the remuneration for all our employees s deaded on the
business need and market conditions for any given role We believe that
this policy keeps us competitive as a business and within the sector in
which we operate

Annual bonuses

in 2009, each Executive Director was awarded a bonus of 105% of base
salary The bonuses are awarded on the achievernent of an annual target
based on underlying profit before tax set at the beginning of the year by
the Remuneration Committee and approved by the Board

Although full achievernent of the annual target was met on an underlying
basis, the Remuneration Comrmittee decided that the bonus should be
scaled back. This was due to the exceptional item in respect of estimated
costs of £30m to resolve the issue of the suspension of 2 OEIC investrment
funds for which Capita Finanaial Managers 1s the authonsed corporate
director This is explained further in note 4 on page 97 and in note 25 on

page 111

The bonus has been split between 35% of salary payable in cash and the
remaining 70% n Deferred Shares under the Deferred Annual Bonus Plan
This 15 a reduction of 25% of the total borws that would otherwise have
been awarded The Deferred Annual Bonus Plan also includes a matching
award of up to 15 shares for each deferred share dependent on
achievernent of certain performance criteria over a 3 year penod

The bonus for the year therefore reflects the performance of the Company
and has been weighted towards long term share based incentives, strongly
linking the interests of the Executive Directors with those of the Group's
shareholders

Deferred Annual Bonus Plan (DAB)

It was agreed that the vesting schedute would be amended to start the
vesting at EPS growth of RP! + 4% per annum - 33% of the award will vest
and full vesting at EPS growth of RP +14% per annum for awards from
2010 The Remuneration Commuttee decided to reduce the EPS growth
targets on the matching award by 2% compared with previous awards
The new targets are considered to be stretching compared to many FTSE
compantes especially as this growth 1s being measured from a high base
pont given Capita's earmings growth over the last 5 years This would bnng
this plan in line with the Long Term Incentive Plan

Followng the introduction of the 50% tax rate by the Government, a
review was undertaken of the share plans and the impact that this change
would have on the participants

In respect of the Deferred Annual Bonus Plan it was agreed that the use of
restricted shares would be made available to the Directors This meant
that they could choose to turn their deferred award into restricted shares
and pay the tax and national insurance due prior to the tax rate change
The restricted shares are held in trust and have the same conditions as the
deferred award No change was made to the matching awards as there are
performance condrtions attached to these and this would have required an
early vesting for these awards

There was no impact to the accounting treatment of these awards and no
detriment to the Company in respect of the changes made to the DAB

The DAB 15 due to expire 1n 2010 The Company will seek to renew this
plan for a further 10 years at the forthcoming AGM

Long Term Incentive Plan (LTIP 2008)
It has been agreed that the full vesting of this award would be at EPS
growth of RP1+14% per annum for awards from 2010

The Commuittee considered the stretching nature of the performance
conditions and it was felt that this continued to be a challenging target for
the Executive Directors and no less challenging to previous awards They
also considered other measuires for the performance conditions and this
included Total Shareholder Retum (TSR) and also softer objectives It was
concluded that an auditable target was most appropnate and that other
objectives would be part of the annual review of the Director

Rermuneration strategy and policy for Executive Directors

The table below shows our remuneration strategy and policy for cur
Exacutive Directors and how these Link to the package of remuneration

Strategy Policy Package
To provide a remuneration package that.
-Isalignedto ~Set base salary at - Base salary

shareholders’ interests lowerquartile level - Annual bonus

~lscompetitive nthe - Reward upper quartile - Deferred bonus

current market and performance with - Long Tesm
our business sector upper quartile rewards  Incentive Plan
- Encourages and — Balance between short - Share matching plan
supports a high and long term rewards
performance culture  with a balance on
longer term rewards
- Attracts, retains —-Competitive package - Pension prowision
and motrvates of benefits - Car allowance
- Healthcare
- All employee
share plans
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Directors’ remuneration report

GRAPH
REMOVED

Capita's Remuneration Comrmittee Is satisfied that the remuneration
policy 1s appropnate, particularly with regard to total executive
remuneration and Group performance The Commuttee plans to continue
this approach in its future remuneration policy Consistent with this
principle, approximately half of an Executive's target total remuneration

is performance-linked and weighted to the long term This percentage
increases In the case of performance above target. For further information
regarding the remuneration strategy for Directors and the wider workforce
please see page 37

Remuneration Committee membership

Martina King was Chairperson of the Remuneration Committee
throughout the year Mermbership of the Remuneration Comimittee during
the year s shown below Eric Walters was a member of the Remuneration
Committee In 2008, but stood down as a member at the beginning of
2009

The Commuttee met 3 times and the attendance 1s shown below

Name of Director Number of meetings attended
Martina King 3
Bilt Gnmsey 3
Martin Bolland 3
Terms of reference

The Remuneration Committee has formal terms of reference and thesa
are agreed by the Board These include

—Setting and reviewing performance targets

- Determining remuneration and benefits for Executive Directors and
Senior management

~ Determining contractual terms for Executive Directors
- Granting of long term incentive plan options

The Committee also considers the remuneration packages within the
organisation when reviewing the Executive Directors’ remuneration

The terms of reference for the Commuttee are reviewed annually and

updated as required The terms of reference were recommended and |
approved by the Board These are available at www caprta co uk/investors |
or copies can be requested from the Company Secretary

Adwvisers to the Commuttee

Dunng 2009 the Commuttee sought advice from PncewaterhouseCoopers
(PwC), the remuneration adwisers, as required Paul Pindar was invited to
provide further information to the Commuttee on the performance and
proposed remuneration for the Executive Directors and other senior
management

PwC also prowide services in respect of overseas tax comphance, share
plans and other ad hoc tax projects

KPMG were also engaged to review some elements of the Long Term
Incentive Plan and the Deferred Annual Bonus during the year KPMG also
provides services in respect of share plans and ad hoc tax projects

Combined Code |
The Company has complied with the provisions set out in Section B of the \
Financial Reporting Council's Combined Code on Corporate Governance

{June 2008)

The Remuneration Commuttee confirmed that the remuneration strategy
and policies remaned in line with the Financial Services Authority
guidance, sent out in October 2008

Companson of Total Shareholder Retumns

The following chart compares the value of an investment of £100 in the
Company's shares with an investment of the same amocunt in the FTSE All
Share Index and the FTSE 350 Support Services Index over the 5 years
starting 1 January 2005 and ending 31 December 2009 assuming that all
dvidend incomne 1s reinvested The Committee 15 of the opinion that this
companson provides a clear picture of the performance of the Group
relative to both a wide range of companies in the United Kingdom and also
a speafic group of companies within the same sector

GRAPH
REMOVED

A £300 investment in Capita shares on 1 January 2005 would be worth
£224 60 at 31 December 2009 cormpared to £13710 for aninvestment in
the FTSE All Share Index and £136 80 for an investment in the FTSE 350
Support Services Index.




Elements of remuneration

Basic salary and benefits

The Commuttee regularty comrmissions independent reviews of the salanes
and benefits of the Executive Directors The policy adopted by the
Committee requires that basic salaries and benefits be below those
provided to comparable roles in comparable companies to enable the
provision of a higher performance-related element of remuneration

This low basic salary policy allows the Directors to provide a lead in terms
of keeping fixed remuneration costs low across the Group as a whole and
i1s 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 delivers a competitive totat

remuneration package

Annual bonus

The maximurm annual bonus potential for Executive Directors i1s 140%
of salary The value of the annual bonus 1s determined at the start of the
financal year and payment triggered at a pre-determined Group profit
before tax target

Information on the bonuses paid for the period to 31 December 2009
15 detailed on page 79

Non-Executive Directors

Non-Executive Directors’ fees reflect the time, commitment and
responsibilities of the role They are reviewed annually and determuned
by the Executive Directors The fees paid to the Non-Executive Directors
mnclude consideration of all the responsibilities that they are asked to
undertake The Non-Executive Directors have equal responsibilities and
therefare receive equal pay

Non-Executive Directors’ fees were held at 2008 levels of £42,500 They
are not paid further amounts for specific duties and responsibilities, such
as charing a commuttee Eric Walters was paid £105,000 per annum as
Chairman of the Group to the end of 2009 Non-Executive Directors fees
are reviewed regularly

Service contracts

The service contracts for Executive Directors are for an indefinite penod
and provide for a 1 year notice period They do not include provisions for
predetermined compensation on termination that exceed 1year’s salary
and benefits There are no arrangements in place between the Company
and its Dwectors that provide for compensation for less of office following
atakeover bid

All Directors are appotnted for an indefinite penod but are subject to
re-election at the Annual General Meeting every 3 years

Detatls of the contracts are set out below

Executive Directors Date of contract Notice penod
Paul Pindar 17 Decerbier 2007 12 months
Gordon Hurst 17 December 2007 12 months
Paddy Doyle 17 December 2007 12 months
Simon Pilling 17 December 2007 12 months
Magg Bell 1 August 2008 12 months
Paddy Doyle will move to a letter of appointment from 1 March 2010
Non-Executive Directors Date of joming the Board
Enc Walters* 1January 2001
Martin Bolland 1 March 2008
Martina King 1 January 2005
Bill Gnmsey 9 Octcber 2006
* retured 1 January 2010
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Share plans

Deferred Annuat Borus Plan {DAB)

The Deferred Annual Bonus Plan was approved and adopted at the

Annual General Meeting on 28 Apnl 2005 The DAB is comprised of
Deferred Shares, which form part of the annual bonus scheme, and

Matching Shares

The Commuttee believes that this plan focuses participanits on delivering
strong year-on-year annual performance, which walt in turn dnve long
term shareholder value creation Executive Directors and Divisional
Directors are eligible to participate in the DAB

This plan is split into 2 elements The Deferred Award (which can be
awarded as a gross deferred award or as a net restricted share award) and
this is made as part of the bonus for the year ending 31 December 2009
This part is not subject to perforrmance conditions The second part s
awarded as a matching award which has performance conditions

This part 1s awarded as a ratio of 15 for each gross share awarded under
the deferred award Although thisis a fixed amount the calculation 1s
based on a percentage of salary In 2009 this was 70% of base salary
which 1s the maxamum that could be awarded

In February 2009, an aggregate of 151,176 Deferred Shares were awarded
to Executive Directors at a price of 657 5p, baing the market price
determined, as detailed on page 83

The DAB operates as follows

The value of Deferred Shares is determined by the entitlemnent under the
annual bonus scheme half of the bonus entitlement 15 pard in cash and the
remainder 15 deferred, on a gross basis, into deferred shares The Deferred
Shares are held for a period of 3 years from the date of award They are
only forfeited in the case of disrmissal for gross misconduct

A conditionat award of Matching Shares is made at the same time as

the award of Deferred Shares Parbaipants are eligible to receve up to

15 Matching Shares for every Deferred Share Matching Shares vest after
the 3 year holding penod to the extent to which performance critena have
been met Dunng the year an aggregate of 226,762 Matching Shares were
awarded to Executive Directors as detailed on page 83 and subject to the
following performance conditions

The Committee has decided that the performance condition that wall
apply to the Matching Shares is eamings per share (EPS) growth against
the UK Retait Price Index (RP1) The Committee believes that long term
EPS growth 1s the most appropniate performance condition for the
Company as it 1s a key indicator of shareholder value creation The EPS
based performance condrtions are as follows The proportion of awards
that vest will be deterrmined by the following schedule

- EPS growth of RPI + 6% per annum ~ 33% of the award vests
- EPS growth of RPI + 16% per annum —100% of the award vests
- Straight-line vesting occurs between these points

Performance condrtions for 2010 Awards onwards

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

The Commuttee has considered the challenging target set for both the
Executive Directors and other participants of the scheme It does feel that
the targets are very challenging especially as this growth 1s being
measured from a high base point given Capita's earnings growth over the
last S years Gven this the Remuneration Comymittee has decided that
awards made in 2010 will have the following vesting conditions

— EPS growth at RP| + 4% per annum - 33% of the award vests
- EPS growth at RPi + 14% per annum - 100% of the award vests
- Straight-line vesting occurs between these points

Although there are no non-financial targets for this plan, the annual
appraisal process considers non financial measures and awards consider
the prior year performance as a whole

DUBWIAOT
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Long Term Incentive Plan (2008 LTIP)

The 2008 LTIP was approved and adopted at the Annual General Meeting
on 6 May 2008 In calculating the LTIP awards granted to Executive
Directors, the Committee considered that a fixed number of shares
approach was preferable to fixing awards as a percentage of salary

Under the plan rutes the Committee could award up to 3 times salary

or a maximum of 165,000 shares Paul Pindar has been awarded the
maximum number of shares for the award in 2009

On 20 March 2009, an aggregate of 533,000 shares were awarded to the
Executive Directors, as detailed on page 79

The vesting of awards made during 2009 will depend on share price
growth and EPS growth targets measured over a 3 year penod An award
will not vest if Capita’s average share price at the date of vesting is below
the average share price at the date of grant

The proportion of awards that vest will be determined by the
following schedule

— EPS growth of RPI + 4% per annum - 20% of the award vests
- EPS growth of RPI +16% per annum — 100% of the award vests
- Straight-line vesting occurs between these points

The Commuttee may vary the performance conditions if it considers

that the original conditions are not appropriate and a fair measure of
performance Where the performance conditions are not met, the award
will lapse There will be no re-testing of performance The Commuttee has
considered the challenging target this has set both the Executive Directors
and other participants of the scheme It does feel that the targets are very
challenging especially in the current market Given this the Remuneration
Committee has decided that awards made i 2010 will have a maximum
target of EPS growth of RPI +14% to achieve 100% vesting

Although there are no non-financial targets for this plan, the annual
appraisal process consider non-financial measures and awards consider
the prior year performance as a whole

Caprta Share Ownership Plan (CSOP)

The CSOP 1s open to all employees of the Company under certain
eligbility cnitena, induding Executive Directors Under the plan, eligible
employees may invest up to £125 per month in the Company’s shares
and the Company matches these at a ratio of 1 Matching Share for every
10 Participant Shares

Save as you Earn (SAYE)

The SAYE 15 open to all employees of the Company, including Executive
Directors, under certan eligibility cntena Under the SAYE employees can
save up to £250 per month for a period of 3 years and purchase shares at
the pnice set at the beginning of the savings period The SAYE s dueto
expire In 2010 The Company will seek to renew this plan for a further 10
years at the forthcoming AGM

Executive Share Scheme

The 1997 Executive Share Option Scherne {including both HMRC approved
and unapproved elements) is a discretionary scherne for senior managers,
inwhich the Executwe Directors no longer participate

Options granted under the 1997 Executive Share Option Scheme becormne
exercisable if the growth in the Company’s EPS exceeds growth in RPI by
8% over the 3 year penod from the date of grant

Long Term indexed Share Appreciation Scherne (LTISAS)

The LTISAS was only open to the Executrve Directors and Divisional
Directors Under the scheme, participants were provided with 2 equal
tranches of 600,000 options The cnteria were the same for each of these
grants and therefore both tranches had performance peniods that ended
on 31 December 2006 The exercise price of the option was adjusted in Line
with the moverment in the FTSE All Share Index from the date of grant

to 25 November 2007 The adjusted exerase prices were 348p for the
2002 award and 474p for the 2004 award This feature ensured that
partiopants only gained if the share pnce out-performed the index

As growth in the Cornpany’s EPS over the 3 year penod to 31 December
2006 exceeded RPI growth by 17 6%, 100% of the options vested
{representing 1,200,000 shares per partiapant) 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 have or will be made
under this plan

Satisfaction of options

When satisfying awards made under its share plans and long term
wicentive plans, the Company uses newly issued, treasury or purchased
shares as appropnate

Dilution

All awards are made under plans that incorporate dilution Limuts as set out
in the Guidelines for Share Incentive Schemes published by the Association
of Bntish Insurers The current estimated dilution from subsisting awards,
including executive and all-ermployee share awards, s approxirmately 91%
of the Company’s share capital as at 31 Decernber 2009
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The following information is subject to audit

Directors’ remuneration
The remuneration of the Directors 1s made up as follows

Gainon Cam on
Performance exerase exercse

Salary related Total Total Drvidend of aptions of aphans Pension Pension

and fees Benefits benus 2009 2008 equnalent 2009 2008 2009 2008

£ £ £ £ £ for DAB £ £ £ £

Martin Bolland 42,500 - - 42,500 35417 - - - - -

Paul Pindar 375,000 1260 393,750 770,010 901248 15175 833,033 8,955,632 18,750 18,750

Gordon Hurst 275,000 17160 288,750 580,910 659,148 10,910 577,676 38,495 13,750 46,270

Simon Pilling 285,000 15,377 299,250 599,627 634,696 8,501 450,309 - 49,150 43,677

Magg Bell 225,000 15384 236,250 476,634 378,827 8,501 660,502 - - -

Paddy Doyle 120,000 8422 126000 254,422 706520 12,051 660,817 1,356,000 13,200 63,199

Martina King 42,500 - - 42,500 42,500 - - - - -

Bilf Grmsey 42,500 - - 42500 42500 - - - - -

Enc Walters 105,000 - - 105,000 105,000 - - - - -
Directors’ interests

31 December 2009 31 December 2008

or date of appointment or date of appointment

Shares hetd if later If later

benefically for ordinary shares ordinary shares

Shareholder Divector in trust of 2%sp of 2%sp

Martin Bolland - 12,500 12,500

Paul Pindar 45,903 1,451,613 1,451,613

Gordon Hurst 33,641 10,217 10,181

Simon Pilling 32,383 - -

Magg Bell 25152 - -

Paddy Doyle - 27,077 26,741

Martina King - 77 -

Bill Grimsey - 12,209 12,209

Eric Walters - 52,212 51,158

The Directors are required to hold part of their bonus as deferred share awards Recently the Directors exercised options over these awards and
tumed themn into shares known as restricted stock under the plan rules and these are held beneficially for them intrust The amount held for them s
shown above

Directors’ remuneration

2009 2008

£000s £000s
Basic salaries 1,279 1227
Compensation - -
Benefits 58 61
Annual bonus* 1344 1,988
Dividend equivalent for DAB 55 -
Pension contributions to the Group's defined contribution scheme 82 109
Pension contributions to external defined contnbution pension schemes 13 63
Fees 233 257
Total 3,064 3,705

*The sum disclosed above represents the total vatue of the performance related bonus payable in respect of the year ended 31 Decemnber 2009 35% will be paid in cash and the remainder will be
settled through the issue of Deferred Shares as explaned on page 79

In addition, by way of salary sacnfice, the base salaries of Paddy Doyle and Simon Pilling have been reduced by, £7,200 {2008 £33,931) and £20,000

(2008 £16,666) respectively and paid into separate defined contributron schemes

The benefits of Gordon Hurst, Simon Pilling, Maggn Bell and Paddy Doyle are in respect of private medical insurance and the provision of a company car

allowance The benefits of Paut Pindar, the highest paid Director, are in respect of a company car and private medtcal insurance

Paul Pindar was released by the Company to serve as a Non-Executive Director of Debenhams Plc with effect from 9 May 2006 He receives £57,077 per

annum in fees from Debenhams Plc which he retains

Share plan awards

Deferred Annual Bonus Plan (DAB)

Details regarding the DAB can be found on page 81 The value of the Deferred Shares is ncluded in the Performance Related Bonus figure in the first table
above

Matching Matching
At Shares Shares At
1 January Awarded awarded Exercsedin  exercsedin Market price 31 December
2009 ntheyear  intheyear the Year theYear  atexercse 2009
Paul Pindar 308,484 39,923 59,884 49,431 7446 67471 284,714
Cordon Hurst 223,054 29,277 43,915 35,538 53,307 6502 207,401
Simen Pllllng 189,307 28,212 42,318 27,692 41,538 6504 191,207
Magg Bell 171,779 21,825 32,737 27,692 41,538 7024 157,111
Paddy Dayle 244,462 31,939 47908 39,254 58,881 6733 226,174

The market price on the date of the award was 657 5p
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Long Term incentive Plan {2008 LTIP)

At At

1 Awarded 31 December

ja%g the)e:' Vesting date 2009

Paul Pindar 165,000 165,000 20-Mar-12 330,000
Gordon Hurst 120,000 120,000 20-Mar-12 240,000
Sunon Pilling 120,000 120,000 20-Mar-12 240,000
Magg Belt 30,000 80,000 20-Mar-12 110,000
Paddy Doyle 120,000 48,000 20-Mar-12 168,000

The rmarket price on the date of the grant was 684p

Caprta Share Ownershup Plan

Paddy Doyle and Gordon Hurst participated in the Capita Share Ownership Plan during 2009 As a result of their participation, they were awarded

22 and 3 Matching Shares respectively during the penod to 31 December 2009 The Partiaipant Shares and their Matching Shares are included in the table
of Directors’ interests in shares on page 83

Capita Sharesave Scheme
The Directors’ interests in the Capita Sharesave Scheme are listed below-
Exercise At Granted Exerased  Market price At
poce 1 January inthe inthe at exercse 31 Decemnber
p 2009 year year £ 2009 Exercisable between
Paddy Doyle' 733 1,289 - - — 1,289 01112010 and 30 04 201
1The exercise pnce quoted above was set at 100% of the market pnce at the date of grant
There are no performance cntena to be satisfied under this scheme
1997 Executive Share Option Scheme
The Directors’ interests in the 1997 Executive Share Option Scheme are listed below
Exercise At Granted Exerased  Market price At
poce 1January inthe inthe atexercise 31 Decemnber
[+ 2009 year year P 2009
Maggi Bell 436 79,467 - 75,000 702 4 4,467
Long Term Indexed Share Appreciation Scheme
The Executive Directors” interests in the LTISAS are bisted below
P Final
at dralf:': exergn‘s: AL Exercised  Market price At
Date of of grant price 1 January inthe atexeraose 31 December
award p p 2009 year £ 2009 Exeraisable between
Paul Pindar 25112004 351 474 600,000 - - 600,000 2511 2007 to 2511 2012

The grant price was calculated based on the average of the closing share price over the month prior to the date of grant The exercise pnce of the options
increased in ine with the FTSE All Share Index, measured from the date of grant to 25 November 2007 The final exercise prices are set out above

Details of the performance conditions attached to awards made under the LTISAS can be found on page 82

The market value of an ordinary share of the Company at 31 December 2009 was 751p, and the high and low values for the year were 781 5p and 617 5p
respectively

Pensions
Pension contrnbutions are made into the Group's defined contnbution scheme The Company makes contributions at a rate of 5% of basic salary
Simon Pilling and Paddy Doyle made additional contributions, by way of salary sacrifice in the year, to a separate executive defined contribution scherne

Changes in Directors' tnterests
Between the end of the financial year and 19 February 2010, Paddy Dayle and Gordon Hurst acquired 38 shares under the Capita Share Ownership Plan,
increasing their beneficial interest in ordinary shares of the Company to 27,115 and 10,255 respectively

The rernuneration report has been approved by the Board and has been signed on behalf of the Board by

!

Martin Bolland Martina King w
Non-Executive Chairman M M{A{Q\w( Charrperson of the Remuneration Cormrmittee w '<’ \P ’

24 February 2010 24 February 2010

The Directors’ report from pages 1to 84 was approved by the Board and has been signed on behalf of the Board by
Gordon Hurst

Company Secretary :k’

24 February 2010 ’
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Consolidated income statement

for the year ended 31 December 2009

2005 2008
Underying  Mon-undertyng Total Undertying Non-undertyng Total
Notes £m £m £m £m £m £m
Continuing operations
Revenue 3 26868 - 26868 24414 - 24414
Cost of sales 19370 - 19370 1,757 8 - 17578
Gross profit 7498 - 7498 6836 - 6836
Admirustrative experises 4 3921 581 4502 3627 186 3813
Operating profit 8 3577 (581) 2996 3209 (186) 3023
Net finance costs 10 (328) (14} (342) (435) (320 {75 5}
Investment gain/(loss) 6 02 - 02 (02) - (0.2}
Loss on business disposal 5 - (7 5} {7.5) - - -
Profit before tax 3251 (67 0} 2581 2772 (50 6) 226 6
Income tax expense n {871) 179 (69 2) {74 9) 141 {608)
Profit for the year 2380 (491) 188 9 2023 (365) 1658
Attnbutable to
Equrty holders of the parent 2380 {491) 1889 2023 {365) 1658
Earmings per share 12
- basic 3875p (799)p 3076p 3326p {600)p 27.26p
- diluted 38 42p (792)p 3050p 3296p (5950 2707p
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Consolidated statement of comprehensive income

for the year ended 31 December 2009

2009 2009 2008 2008
Notes £m £m £m £m
Profit for the year 1889 1658
Other comprehensive income/(expense)
Actuanal losses on defined benefit pension schemes 32 (582) (481)
Income tax effect n 163 135
(419) (34 6)
Exchange differences on translation of foreign operations (23) 59
(Losses)/gains on cash flow hedges arising during the year 26 (108} 209
Reclassification adjustments for gains included n the income statement (41} (08)
Incorne tax effect n 42 {56)
(107) 145
Other comprehensive expense for the year net of tax {54 9) (14.2)
Total comprehensive income for the year net of tax 1340 1516
Attributable to
Equity holders of the parent 1340 1516

SJuNaDY
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Consolidated balance sheet

at 31 December 2009

2009 2008
Notes £m £m
Non-current assets
Property, plant and equipment 14 2566 2383
Intangible assets 15 11070 9070
Financal assets 7 186.3 3324
Trade and other recervables 19 203 81
Deferred taxation 1 - 30
15702 14888
Current assets
Financal assets 17 20 52
Trade and other recevables 19 6184 5836
Cash 20 1815 867
8019 6755
Total assets 23721 21643
Current Liabilties
Trade and other payables 21 7945 690 4
Financial labilbies 23 198 165
Provisions 25 276 23
Income tax payable 375 40 4
8734 8496
Non-current hiabilibes
Trade and other payables 21 90 96
Financial liabilibies 23 9513 8827
Deferred taxation n 139 -
Provisions 25 204 10
Employee benefits 32 319 245
1,026 5 9178
Total Liabilties 1,9059 1,767 4
Net assets 4662 3969
Capital and reserves
tssued share capital 27 129 128
Share premium 4352 4104
Employee Benefit Trust 27 (02) {02)
Capital redemption reserve 18 18
Foreign currency translation 43 66
Net urrealised gans reserve 78 185
Retaned earmings 44 (530)
Equity shareholders’ funds 466.2 3969

Included in aggregate financial Liabifities 1s an amount of £720 5m (2008 £953 1m) which represents the fair value of the Group’s bonds which should
be considered in conjunction with the aggregate value of currency and interest rate swaps of £139 9mncluded in financial assets and £0 6m included
in financial iabilities (2008 £274 3m included in financial assets) Consequently, this gives an effective ability of £581 2m (2008 £678 8m)

The accounts were approved by the Board of Directors on 24 February 2010 and signed on its behalf by

Ao Pdas Q’@ ,

P RM Pindar G M Hurst
Chief Executive Group Finance Director
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Consolidated statement of changes in equity

for the year ended 31 December 2009

Foresgn

Share Share Benefs Tt mdum Retaned  trancaton maat:; Totat

apaal presTeum shares reserve eamings FOSarVe I reserve equity

£m £m £m £m £m £m £m £m

At 1 January 2008 126 3749 - 18 (622) 07 40 3318
Profit for the year - - - - 1658 - - 1658
Other comprehensive expense - - - - (346) 59 145 {142)
Total cemprehensive income for the year - - - - 1212 59 145 1516
Share based payment - - - - 92 - - 9.2

Income tax deduction on exercise of stock options
in excess of share based payments - - - - 76 - - 176
Deferred income tax relating to share based payments - - - - (22) - - (22)
Share transaction costs - - - - (04) - - {0 4)
Shares issued 02 355 - - - - - 357
Employee benefit trust shares purchased - - {02) - (68.2) - - {68 4)
Equity dividends paxd - - - - {78 0} - - {78 0)
At 1 January 2009 128 4104 {0.2) 18 (530) 66 185 3069
Profit for the year - - - - 1889 - - 1889
Other comprehensive expense - - - - (419) {23) (107) (54 9)
Total comprehensive income for the year - - - - 470 (23) {07 1340
Share based payment - - - - 98 - - 98
Income tax deduction on exercise of stock options

In excess of share based payments - - - - 60 - - 60
Deferred income tax relating to share based payments - - - - (122) - - (122)
Shares issued o1 248 - - - - - 249
Equity dividends paid - - - - (93 2) - - {93 2)
At 31 December 2009 129 4352 {02) 18 44 43 78 466 2

Share capital - The balance classified as share capital 1s the nominal proceeds on issue of the Company’s equity share capital, comprising 2'/15p
ordinary shares

Share premium - The amount paid to the Company by sharsholders, in cash or other consideration, over and above the norminal value of shares issued
to them

Employee Benefit Trust shares - Shares that have been bought back by the Company, which are available for retirement or resale, shares held in the
Employee Benefit Trust have no voting nghts and do not have entitlernent to a dividend

Caprtat redemption reserve — The Company can redeem shares by repaying the market value to the shareholder, whereupon the shares are cancelled
Redemption must be from distributable profits The Capital redemption reserve represents the nomenal value of the shares redeemed

Foreign currency transtation reserve — Gains or losses resulting from the process of expressing amounts denorminated or measured in 1 currency in terms
of another currency by use of the exchange rate between the 2 cumencies This process 1s required to consolidate the financial statements of foreign
affiliates nto the total Group finanaial statements and to recognise the conversion of foreign currency or the settlement of a receivable or payable
denormunated in foreign currency at a rate different from that at which the tem is recorded

Net unrealised gains reserve - This reserve records the portion of the gan or loss on a hedging instrument in a cash flow hedge that 1s deterrruned to be
an effective hedge Also recorded here are far value changes on available for sale investments

Retained earrungs - Net profits kept to accumulate in the Group after dividends are paid and retained in the business as working capital.

SUNORNY
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Consolidated cash flow statement

for the year ended 31 December 2009

2009 2008
Notes £m £m

Cash flows from operating activities
Operating profit on continuing actvities before interest and taxation 2996 3023
Depreciation 14 544 500
Amartisation of other intangible assets (treated as depreciation) 15 1.2 15
Amortisation of intangible assets created on acquisrtion 15 281 186
Share based payment expense 28 98 92
Pension charge 32 212 193
Pension contributrons before exceptional additional contribution 32 (320} (285)
Loss on sale of property, plant and equipment 11 1
Movement In provisions 255 (22)
Movement in provisions due to reclassification from payables dunng the year 172 -
Decrease/(increase) in recevables 186 (907)
{Decrease)/increase in payables (8 0) M4
Cash generated from operations before exceptional addrtional pension contribution 4367 3920
Income tax paid (583} {48 6)
Exceptional additional pension contribution 32 {400) (100
Net interest paid (311) (384)
Cash generated from operations after income tax, interest and exceptional additional pension contribution 3073 2950

Net cash used in nvesting activities
Purchase of property, plant and equipment 14 (68 4} (86 4)
Proceeds from sale of property, plant and equipment 01 03
Acquisition of subsidiary undertakings and businesses 18 {197 1) {188 4)
Cash acquired with subsidiary undertakings 18 242 8¢9
Disposal of financial assets w 16 231
Purchase of financial assets 17 (04) -
investrent loan 7 {os) (62)
Proceeds on business disposal (net of cash sold) S 80 -
Return on investment 0 joint venture 617 04 01
(2322) (248 6)

Net cash from finanang actimties

Issue of ordinary share capital 27 249 357
Share buybacks - (68 4)
Share transaction costs - (0 4)
Diidends paid 13 {932) {78 0)
Capital element of finance lease rental payments 29 - (02)
Instalment debtor movement 81) -
Asset based securrtised financing 29 67 o7
Repayment of loan notes and long term debt 29 (108 0) (33
Proceeds on issue of debt 29 2000 2002
Financing amangement costs 23 {26) (o7)
197 856
Net increase in cash and cash equivalents 948 1320
Cash and cash equivalents at the beginning of the period 867 {453)
Cash and cash equivalents at 31 December 1815 867

Cash and cash equivalents compnse
Cash at bank and in hand 20 1815 867
Total 1815 867
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Notes to the consolidated financial statements

for the year ended 31 December 2009

1Corporate information

The consolidated financial statements of The Capita Group Ple for the year ended 31 December 2009 were authonsed for 1ssue in accordance with

a resolution of the Directors on 24 February 2010 The Caprta Group Ple 1s a public limited company incorporated in England and Wales whose shares
are publicly traded

The pnncipal actvities of the Group are given in the business review on pages 58 to 64

2 Summary of significant accounting poliaes

Underlymng profit

The Group separately presents amortisation, the movement in the mark to market valuation of certan finanaal instruments and speafic non-recurring
iterns in the income staterent which, in the Directors’ judgement, need to be disclosed separately by virtue of their size and inaidence in order for users
of the financial statements to abtain a proper understanding of the financial information and the underlying performance of the business

Significant accounting judgements, estimates and assumptions

The preparation of finanaial staternents in conformity with generally accepted accounting prinaples requires the Directors to make judgements and
assumptions that affect the reported amounts of assets and labilities and disclosure of contingencies at the date of the financial statements and the
reported income and expense during the reported penods Although these judgements and assumptions are based on the Directors’ best knowledge
of the amount, events or actions, actual results may differ from these estimates

The key sources of esumation uncertanty that have a sigrificant nsk of causing matenial adjustment to the camying amounts of assets and liabibities
wrthin the next financial year are the measurement and impaimment of goodwall and the measurement of defined benefit obligations and provisions,

The measurement of intangible assets other than goodwill on a business combination involves estimation of future cash flows and the selection

of a suitable discount rate The Group deterrmunes whether goodwill is impaired on an annuat basis and thus requires an estmation of the value in use of
the cash-generating units to which the intangible assets are allocated This involves estimation of future cash flows and choosing a suitable discount rate
(see note 16) Measurement of defined benefit obligations requires estimation of future changes in salaries and inflation, as well as mortality rates, the
expected return on assets and the selection of a suitable discount rate (see note 32)

(a) Statement of complance
The consolidated financial statements of The Capita Group Plc and all of its subsidianes (the Group) have been prepared in accordance with International
Financial Reporting Standards {IFRS) as adopted by the European Union and as applied in accordance with the provisions of the Comparies Act 2006

The parent company continues to apply UK GAAP in the preparation of its individual financial statements and these are contained on pages 127-137

{b) Basis of preparation

The consolidated financial statements have been prepared under IFRS where certain financial instruments and the pension assets and liabtlities have been
measured at farr value The carmying value of recogrised assets and Labilities that are hedged are adjusted to record changes in the farr values attributable
to the risks that are being hedged The consolidated financial staternents are presented in pounds sterling and all values are rounded 10 the nearest tenth
of a million (£m) except when otherwise indicated

(¢} Basss of consolidation

The consolidated finanoial statements compnse the finanaial statements of The Capita Group Plc and its subsidiaries as at 31 December each year

The financial staterments of the subsidiares are prepared for the sarme reporting year as the parent company, using consistent accounting policies,

but in accordance with UK CAAP Adjustments are made to bring nto Line any dissimilar accounting policies that may exist between IFRS and UK GAAP

All intercormpany balances and transactions, including unrealised profits ansing from intragroup transacttons, have been eliminated in full

Subsidianes are consolidated from the date on which control is transferred to the Group until control is transferred out of the Group Where there isa loss
of controt of a subsidiary, the consolidated financial statements include the results for the part of the reporting year duning which The Capita Group Plc
has control,

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

The Group has adopted the following new amendments to IFRS and IFRIC interpretations during the year
* IFRS 2 Share-based Payment — Vesting Conditions and Cancellations

« [FRS 7 Financial Instruments: Disdosures

* IFRS 8 Operating Segments

* 1AS 1 Revised Presentation of Finanaal Statements

* AS 23 Borrowing Costs (Revised)

* |AS 32 Franaal Instruments: Presenttation and IAS 1 Puttable Financal Instrurnents and Obligations Ansing on Liquidation
» Improvemertts to IFRSs (2008)

» IFRIC13 Custornes Loyalty Progranmumes

IFRIC 16 Hedges of a Net Investment in a Foretgn Operation

IFRIC 18 Trarsfers of Assets from Custorners

UNOIY
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Notes to the consolidated financial statements

2 Summary of significant accounting policies (continued)
(d) Changes in accounting policies {continued)
The principal effects of these changes are as follows

IFRS 2 Share-based Payment — Vesting Conditions and Cancellations The standard has been amended to clanfy the definition of vesting conditions
and to prescribe the accounting treatment of an award that 1s effectively cancelled because a non-vesting condstion 1s not satisfied The adoption of this
amendment did not have any impact on the finanaal posrtion or performance of the Group

IFRS 7 Financial Instruments Disclosures The amended standard requires additional disclosure about fair vatue measurement and biquidity nsk. Fair
alue measurements are to be disclosed by source of inputs using a three level huerarchy for each class of finantial instrument. In additwon, a reconaliation
between the operung and closing balance for Level 3 fair value measurements 1s now required, as well as sigrificant transfers between Level T and Level 2
fair value measurements The amendments also clanfy the requirements for biquidity nsk disclosures. As IFRS 7 1s a disclosure standard, there 1s no impact
of that change in accounting policy on the consolidated financial statements other than to enhance disclosure

LFRS 8 Operating Segments This standard requires disclosure of information about the Group's operating segments and replaces the requirement to
determine pnimary (business) and secondary {geographical} reporting segments of the Group Adoption of this standard did not have any effect on the
finanaial positton or performance of the Group The Group determined that the operating segments were the same as the business segments previously
identified under IAS 14 Segment Reporting

1AS 7 Revised Presentatron of Finanoial Statements The revised standard separates owner and non-owner changes in equity The statement of changes
in equity includes only details of transactions with owners, with non-owner changes In equity presented as a single line In addition, the standard
introduces the statement of comprehensive income it presents all items of recogrused income and expense, either in one single staterment, or n two
linked statements. The Group has elected to present two statements Related changes to IAS 12 require equity movements in tax to be shown in the
staternent of changes in equity rather than in the statement of comprehensive income The presentation has been aligned with this requirement.

In addition, the revised standard requires the presentation of an additional balance sheet in those arcumstances where changes resulting from retroactive
restatements would have a material effect on the comparative amounts included within the balance sheet. There have been no matenial retroactive
restatemerts

IAS 23 Borrowing Costs (Revised) The standard has been revised to require capitalisation of borrowing costs on quabifying assets and the Group has
amended 1ts accounting policy accordingly in accordance with the transiional requirements of the standard, this has been adopted as a prospective
change from the commencement date of 1 January 2009 No change has been made for borrowing costs ncurred prior to this date that have been
expensed Since adoption, the Group has commussioned no qualifying assets thus no borrowing costs have been capitalised

1AS 32 Finanaal Instruments Presentation and |1AS 1 Puttable Finanaal Instruments and Oblgations Ansing on Liquidation The standards have
been amended to atlow a lmited scope exemption for puttable financial instruments to be classified as equity if they fulfil a number of specfied critena
The adoption of these amendments did not have any impact on the financial position or performance of the Group

Improvements to IFRSs (2008} In May 2008 the International Accounting Standards Board 1ssued its first ormmibus of amendments to its standards,
primanly with a view to remowving inconsistencies and clanfying wording The adoption of these amendments, which are effective from 1 January 2009,
did not have any impact on the finanaal posrtion or performance of the Group

IFRIC 13 Customer Loyalty Programmes This interpretation requires customer loyalty credits to be accounted for as a separate component of the sales
transaction i whch they are granted A portion of the faw value of the consideration receved ts allocated to the award credits and deferred Thisis then
recognised as revenue over the period that the award credits are redeemed The Group does not operate any customer loyalty prograrmes and therefore
the adoption of this IFRIC did not have any impact on the finanaal position or performance of the Group

{FRIC 16 Hedges of a Net Investment in a Foreign Operation This interpretation provides guidance on the accounting for a hedge of a net investment
it prowides guidance on identfying the foreign currency nisks that qualify for hedge accounting in the hedge of a net nvestment, where within the Group
the hedging instruments can be held in the hedge of a net investment and how an entity should determine the amount of foreign currency gain or loss,
relating to both the net investrent and the hedging instrument, to be recycled on disposal of the net investment. The Group has no hedges of net
investments in foreign operations and consequently the adoption of this interpretation dd not have any impact on the financial pesition or performance
of the Group

IFRIC 18 Transfers of Assets from Customers This interpretation, which is effective for transfers of assets from customers receved on or after

1 July 2009, provides guidance on how to account for items of property, plant and equipment recerved from customers, or cash that is received and used
to acquire or construct speafic assets It is only applicable to such assets that are used to connect the customer to a network or to provide ongoing access
to a supply of goods or services or both The entity must initially deterrune whether the asset meets the definution set out in the interpretation If the
definition is met, the asset 1s measured at fair value on nitial recognition as part of an exchange transaction The entity must identify the service/s
debvered and allocate the consideration received (the fair value of the asset) to each identifiable serice Revenue s recognised as each service is delivered
by the entity The adoption of this interpretation did not have any impact on the finanaial position or performance of the Group

{e) Revenue
Revenue 15 earned within the United Kingdom, Europe, Indsa and South-East Asia

Revenue 15 recogrused to the extent that it 1s probable that the economic benefits will flow to the Group and the revenue can be reliably measured
Other than in respect of service contracts, described below, and where the Group 1s acting as lessor (see (v}), revenue represents fee incorne recogrused
nrespect of services prowded dunng the penod {stated net of value added tax)

For time and matenals contracts which are those where Caprta provide staff to clients at hourly or daily rates, revenue is recogrised on the basis
of tme worked

Revenue on contracts where there 15 an ongoing service {e g, Ufe and pension policy admnistration, hardware matntenance) 1s recogrused over the
penod during which the service s provided

Contracts where there are distinguishable components are separated and revenue 1s recognised indmvdually on the basis that each componert can
be reliably estmated Revenues and costs relating to each element are recognised simultaneously
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2 Summary of significant accounting poliaes (continued) !
() Service contracts

(1) Brownfield outsourang contracts — A brownfield contract 1s one where there s a transfer of an existing operation to the Group For brownfield

contracts all costs incurred prior to service commencement are expensed as ncurred and revenue represents fee income in respect of senvices provided

(ii} Greenfield outsouraing contracts - A greenfield contract 1s one in which an entirely new service 1s being established for a client. For these contracts
no profit is recogrised until service delivery commences and is being nvoiced Upon commencernent, revenue represents fees mvoiced in respect of
services provided Direct incremental costs incurred on the contract prior to service commencement and rembursable dunng the contract, excluding any
overheads, are indluded in prepayments and amortised over the ife of the contract. On some contracts, non-refundable payments are recerved, prior to
full sernce commencement, on the achievement of agreed contract delivery milestones These are recogmised as revenue when eamed

(ii1) Property consultancy and transformation cantracts — Revenue represents the sales vatue of work done in the year, ncluding fees invoiced and
estimates In respect of amounts to be invoiced after the year-end Profits are recogrused on long term contracts where the final outcome can be assessed
with reasonable certanty In caleutating 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 s made for all known or antiaipated losses on each contract immediately

such losses are forecast.

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

The functional and presentation currency of The Capita Group Plc and its United Kingdom subsidiaries 15 the pound sterling (£) Transactions in foreign
currencies are intially recorded at the functional currency rate ruling at the date of the transaction Monetary assets and babilities denominated in foreign
currences are retranslated at the functional currency rate of exchange ruling at the balance sheet date All differences are taken to the consobdated
income statement with the exception of differences an foreign currency borrowangs that provide a hedge against a net investment in a foreign operation
These are taken directly to equity until the disposal of the net nvestment, at which time they are recogrised in the consolidated ncome statement.

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

The functional currencies of overseas operations include the euro, Indian rupee, Malaysian nnggst, and the South Koreanwon As at the reporting date,

the assets and liabilities of the overseas operations are retranslated nto the presentation currency of The Capita Group Plc at the rate of exchange ruling
at the balance sheet date and their income statements are translated at the weighted average exchange rate for the year The exchange differences ansing
on the retranslation are taken directly to a separate component of equity On disposal of a foreign operation, the deferred cumulative amount recognised
inequity relating to that particular foreign operation shall be recogrused in the income statement

|
{9) Foreign currency translation }
|

SIUNOIY

The Group has elected not to record cumulative translation differences ansing prior to the transition date as permitted by IFRS 1 In utibising this
exemption, all cumulative translation differences are deerned to be zero as at 1 January 2004 and all subsequent disposals shall exclude any translation
differences ansing prior to the date of transition

(h) Property, plant and equipment
Property, plant and equipment 1s stated at cost less accumulated depreciation and any impairment in value Depreciation is calculated on a straight-line
basis over the estimated useful life of the asset as follows

Freehold buildings and long leasehold property — over 50 years
Leasehold improvements - pencd of the lease
Plant and equipment ~ 3 - 10 years

The camying values of property, plant and equipment are reviewed for Impairment when events or changes In circumstances indicate the carrying 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 1s the greater of net selling price and value n use In assessing

value nuse, the estimated future cash flows are discounted to therr present value using a pre-tax discount rate that reflects current market assessments

of the time value of money and the nsks specific to the asset. For an asset that does not generate largely independent cash inflows, the recoverable

amount is determined for the cash-generating unrt to which the asset belongs Imparment losses are recogmised in the income staterment in the ‘
administrative expenses bine item

An tern of property, plant and equipment 1s derecognised upon disposal or when no future economic benefits are expected to anse from the continued
use of the asset. Any gain or loss ansing on derecogrition of the asset (caleulated as the difference between the net disposal proceeds and the camrying
amount of the rtern) 15 included in the income staterment in the year in which the rtem s derecognised

(1} Borrowmg costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a substantial period of time to get
ready for itsintended use or sale are capitafised as part of the cost of the respective assets All other borrowing costs are expensed in the penod they
occur Borrowing costs consist of interest and other costs that an entrty incurs in connection with the borrowing of funds

The Group will caprtalise borrowing costs for all qualifying assets where construction commences on or after 1 January 2009 The Group continues 1o
expense borrowing costs relating to construction projects that commenced prior to 1 January 2009
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Notes to the consolidated financial statements

2 Summary of significant accounting policies (continued)

{1) Goodwill

Goodwill recogmsed under UK GAAP prior to the date of transition ta IFRS 1s stated at net book value as at this date This goodwill had been amortised

on a straight-line basis over its useful economic ife (ranging from 5 to 20 years) This was changed on transition to IFRS Goodwll recogrised 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 fair value of the identtifiable assets, liabiliies and contingent liabilities Following nitial recogrution, goodwall s measured at cost less any accumulated
impairment losses Goodwill s reviewed for impairment annually or more frequently if events ar changes in arcumstances indicate that the camying value
may be imparred Goodwill ansing on acquisitions pror to 31 December 1997 remains set off directly against reserves and does not get recycled through
the income statement.

As at the acquisition date, ary goodwill acquired is allocated to each of the cash-generating units whuch are expected to benefit from the combination’s
synergles Impairment i1s determined by assessing the recoverable amount of the cash-generating unrt to which the goodwill relates. Where the
recoverable amount of the cagh-generating unit is less than the carrying amount, an impairment loss 1s recognised Where goodwill forms part of a cash-
generating unit and part of the operatton within that unit 1s disposed of, the goodwill associated with the operation disposed of is Included n the carrying
amount of the operation when determiming the gain or loss on disposal of the operation Goodwill disposed of In these circumstances 1s measured on the
basis of the relative values of the operation disposed of and the portion of the cash-generating unit retained

(k) intangible assets

Intangible assets acquired separately are capitalised at cost and those identified in a business acquistticn are capitalised at fair value as at the date of
acquisition Following initial recognition, the carrying amount of an ntangible asset 1s its cost less any accumulated amortisation and any accumulated
impairment losses The useful lives of mtangible assets are assessed to be either finite or indefinite There were no indefinite-lived assets In 2008 or 2009
Amportisation i1s charged on assets with finite lives, this expense 1s taken to the income statement through the administratwe expenses line item

Intangble assets with finite Lives are only tested for impairment, erther individually or at the cash-generating urit level, where there s an indicator
of mpaiment.

Gains or losses ansing from derecognition of an intangible asset are measured as the difference between the net disposal proceeds and the carrying
amount of the asset and are recognised in the income statement when the asset 1s derecogrised

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

* brands are amortised evenly over their useful economic ves of between 5 and 70 years

* software and Lcences are amortsed over their useful econormic Lives of 5 years

* contracts and committed sales are amortised over therr useful economic ves of between 1.5 and 15 years
* cliertt ists and relationships are amortised over their useful economic Lives of between 4 and 10 years

» other ntangbles are amortised over their useful economic bves of 6.5 years.

({) Recoverable amount of non-current assets

At each reporting date, the Group assesses whether there 15 any indication that an asset may be imparred Where anindicator of impairment exists, the
Group makes a formal estimate of the asset's recoverable amount Where the carrying amount of an asset exceeds its recoverable amount, the asset s
considered imparred and 1s wntten down to its recoverable amount. The recoverable amount is the higher of an asset’s or cash-generating urit's fair value
less costs to sell and its value in use and 1s deterrnined for an iIndvidual asset, unless the asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets

(m) investments and other financal assets
Allinvestrents are initialty recorded at their far value Subsequently they are reviewed for impairment if events or changes in arcumstances indicate
the carrymg value may not be recoverable

Investment loans are measured at amortised cost using the effective interest method

Available for sale financial assets are measured at thewr far value with unrealised gains or losses being recogrised directly in equity When the investment
1s disposed of, the cumulative gain or loss previously recorded in equity is recogrused in the income statement

Finanaal assets at fair value through the income statement (disclosed in investment income) include financial assets designated upon iitial recogrition
as at fanr vatue through the income statement

Finanaal assets may be designated upon inrtial 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 bass, in accordance with a documented nisk management strategy

{n) Trade and other receivables
Trade receivables are recogrised and carmed at oniginal Invoice amount less an allowance for any uncollectable amounts An estmate for doubtful debts
I1s made when collection of the full amount is no longer probable Bad debts are written off when identified

(o) Cashand cash equivalents
Cash and short term deposits in the balance sheet comprise cash at bank and tn hand and short term deposits with an original maturrty of 3 months
orless

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-bearing loans and borrowings
Allloans and borrowings are inttially recognised at therr farr value

After intial recognition loans and borrowings are subsequently measured at amortised cost using the effective Interest method Amortised cost Is
calculated by taking into account any issue costs, and any discount or premium on settlement,

Cans and losses are recogrised in the income staternent when the liabilities are derecogrised, as well as through the amortisation process
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2 Summary of significant accounting policies {continued})

{q} Provisions

Provistors are recognised when the Group has a present obligation {legal or constructive) as a result of a past event and it 1s probable that an outflow

of resources embodying econormic benefits wll be required to settle the obligation and a reliable estmate can be made of the amount of the obligation
‘Where the Group expects some or alt of a provision to be reimbursed, for exarnple under aninsurance contract, the rembursernent 1s recogmnised as

a separate asset but only when recovery is virtually certain The expense relating to any provision is preserited In the incorne statement net of any
reimbursement. I the effect of the time value of money 1s matenal, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the tme value of money and, where appropnate, the risks specific to the lability Where discounting 15
used, the increase in the provision due to the passage of time s recogrused as a barrowing cost.

(r) Surplus properties
The Group provides, on a discounted basis, for the future rent expense and related cost of leasehold property (net of estimated sub-lease Income) where
the space 1s vacant or currently not planned to be used for ongoing operations

(5) Pre-contract costs
Pre-contract award bidding costs are expensed as incurred

(t) Pension schemes
The Group mantains a number of defined contribution pension schemes and for these schemes the Group has no further payment obligations once the
contributions have been paid The contributions 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 in a number of other defined benefit pension schemes, all of which
require contributions to be made to separate trustee-administered funds The costs of providing benefits under these schernes are determined separately
for each scheme using the projected unit credit method, which attributes entitlement to benefits to the current period (to determine current service cost)
and to the cument and prior periods (to determine the present value of the defined benefit obligation) and is based on actuanial advice Past service costs
are recognised immediately in the iIncome statement, unless the changes are conditional on employees remaining in service for a specified penod of time
(the vesting period) In this case, the past service costs are amortised on a straight-line basis over the average vesting perod

When a settlement (elmunating all obligations for benefits already accrued) or a curtailment {reduaing future obligations as a result of amatertal
reduction in the scheme membership or a reduction in future entitlement) occurs the obligation and related plan assets are remeasured using current
actuanzl assumptions and the resultant gain or loss recognised in the income statement during 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 obligations resulting from the passage
of trne and 1s deterrmined by applying the discount rate to the openng present value of the benefit obligation takng into account matenal changes inthe
abligation during the year The expected retum on plan assets 1s based on an assessment made at the beginning of the year of long tenm market returns
on scheme assets, adjusted for the effect on fair value of plan assets of contributions receved and benefits paid dunng the year

In respect of 3 of the defined benefit pension schemes in whuch the Group participates, the Group accounts for its legal and constructive obligation over
the period of its partuapation which is for a fixed period only

Actuarial gains and losses are fully recognised in equity through the statement of comprehensive income such that the balance sheet reflects the
scherne’s surplus or liability 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 liability 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 fair value of plan assets out of which the obligations are to be settled directly Fair value is based on market price information and in the case
of quoted securities 1s the published bid price The value of a net pension benefit asset 1s restricted 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 contnbutions

(u} Dernvatrve financial mstruments

The Group uses derivative finanoal instruments such as mnterest rate swaps and foreign currency contracts to hedge nsks associated with interest and
exchange rate fluctuatiors Such dervative 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 sirmilar 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
recogrused asset or Liability, or cash flow hedges where they hedge exposure to variability in cash flows that 1s attnbutable to a particular risk associated
with either a recogrused asset or liability or a forecast transactian

In relation to fair value hedges (e g fixed to floating nterest rate swaps held as farr value hedges against fixed nterest rate borrowings) which meet

the conditions for hedge accounting, any gain or loss from remeasuring the hedging instrument at fair value 1s recogrused immediately in the income
staterment Any gain or loss on the hedged rtem attributable to the hedged risk is adjusted against the carrying amount of the hedged itern and recognised
n the ncome statement.

Inrelation to cash flow hedges the effective portion of the gain or loss on the hedging instrument 15 recogrised directly in equity, while any ineffective
portion is recognised immedsately in the income statement. Arnounts taken to equity are transferred to the income statement when the hedged
transaction affects the Income statement, such as when the hedged financial ncome or financial expense 1s recognised orwhen a forecast transaction
occurs Where the hedged item 15 the cost of a non-financial asset or non-financal babiity, the amounts taken to equity are transferred to the inial
carrying amount of the non-financial asset or liability

If the forecast transaction or firm commitment 1s no longer expected to oceur, amounts previously recogrised In equity are transferred to the income
statement If the hedging Instrument expires or 15 sold, termuinated or exercised 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 commitment occurs

For denvatves that do not qualify for hedge accounting, any gains or losses ansing from changes in fair value are taken directly to the income statement
and are presented as non-underlying
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2 Summary of significant accounting policies (continued)

{v)Leasing

The deterrrunation of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at inception date and 1s concerned
with whether the fulfilment of the arrangement 1 dependent upon the use of a specific asset or assets and the arangement conveys a right to use
the asset.

Group as alessee Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased item, are
capitalised at the iInception of the lease at the fair value of the leased property or, If lower, at the present value of the rmirumum lease payments Lease
payments are apportioned between the finance charges and reduction of the tease bability 50 as to achieve a constant rate of interest on the remaining
balance of the Lability Finance charges are charged directly against income

Capitalised leased assets are depreciated over the shorter of the estimated Uife of the asset or the lease term Leases where the lessor retams substantially
all the risks and benefits of ownership of the asset are classified as operating leases Operating lease payments are recognised as an expense in the income
staternent on a straight-line basis over the lease term

Group as alessor- Leases where the Group does not transfer substantialty all the nsks and benefits of ownership of the asset are classified as operating
leases Rentalincome arsing from operating leases 15 recogrused in the Income statement on a straight-line basis over the lease term

{w) Income tax
Deferred income tax 1s provided using the liability method, on all ternporary differences at the balance sheet date between the tax bases of assets ana
liabilities and therr carrying amounts for financial reporting purposes

Deferred income tax liabilities are recogrused for all taxable temporary differences
¢ except where the deferred tax bability anses from the inial recognition of goodwll

* except where the deferred income tax bability anses from the inttial recognition of an asset or labilrty in a transaction that is not a business combination and,
at the trme of the transachion, affects nerther the accourting profit nor taxable profit or loss

* inrespect of taxable temporary differences assocated with investments in subsidiaries, assogates and interests in joint ventures, except where the timmg
of the reversal of the temporary differences can be corttrolled and it 1s probable that the ternporary differences will not reverse In the foreseeable future

Deferred income tax assets are recognised for all deduciible 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 iIncome tax asset relating to the deductible temporary difference arises frorm
the initial recognition of an asset or bability in a transaction that is not a business combination and, at the time of the transaction, affects nerther the
accounting profit nor taxable profit or loss

The carmying amount of deferred income tax assets 1s reviewed at each balance sheet date and reduced to the extent that it 1sno longer probable that
sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised

Deferred income tax assets and labilties are measured at the tax rates that are expected to apply to the year when the asset 1s realised or the liabilrty
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 recogrised in equity and not in the income statement.

{x) Share based payments
The Group operates a number of executive and employee share schemes

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are granted and 15 recogrised
as an expense over the vesting period, which ends on the date on which the relevant employees become fully entitled to the award Fair value 1s
determined using an option prang model. In valuing equity-settled transactions, no account is taken of any vesting conditions, other than conditions
linked to the price of the shares of the Company (market conditions)

No expense is recognised for awards that do not ulttmately vest, except for awards where vesting 1s conditronal upon a market condition, which are
treated as vesting irrespective of whether or not the market condition 15 satisfied, provided that all other performance condrions are satisfied

At each balance sheet date before vesting, the cumulative expense 15 calculated, representing the extent to which the vesting period has expired and
management’s best estimate of the achievement or otherwise of non-market conditions, the number of equity instruments that will ultimately vest
or, in the case of an instrument subject to a market condition, be treated as vesting as described above The movemient in curmulative expense since the
previous balance sheet date 15 recogrused In the income statement, with a corresponding entry In equity

Where the terms of an equity-settled award are modified or 2 new award 1s designated as replacing a cancelled or settled award, the cost based on the
ongnal award terms continues to be recognised over the original vesting penod In addition, an expense is recogmised over the remainder of the new
vesting penod for the incremental fair value of any modification, based on the difference between the fair value of the onginal award and the farr value
of the modified award, both as measured on the date of the modification No reduction is recognised if this difference 18 negative

Where an equity-settled award 15 cancelled, 1t is treated as if it had vested on the date of canceltation, and any cost not yet recogrised in the Income
statement for the award s expensed immediately Any compensation paid up to the fair value of the award at the cancellation or settlement date is
deducted from equity, with any excess over the fair value being treated as an expense in the income statement.

The Group has taken advantage of the transitional provisions of IFRS 2 in respect of equity-settled awards and has applied IFRS 2 only to equity-settled
awards granted after 7 November 2002 that had not vested befare 1 fanuary 2006
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2 Summary of significant accounting policies {continued}

(y) Participation in Lloyd'’s Market Syndicate

Capita provides run-off administrative services to Lloyd's Syndicates On occasion where there 1s a commercial dnver to do so, the Group will take an
equity holding in a Corporate Member {a imited liability company ~ 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 joint control over the economic activities of the entity The Group's nvestment in the joint venture i accounted for using the equity
method of accounting Under the equity method the nvestmentin the joint venture 1s carried in the balance sheet at cost plus post-acquisition changes
in the Group’s share of net assets of the entrty The income statement reflects, where material, the share of the results of operations of the jont venture
Profits and losses resulting from transactions between the Group and the joint venture are elinunated to the extent of the interest in the joint venture
The Corporate Member’s share of the assets and babilities of the Syndicate and the quota share arrangement are further disclosed in note 17 to these
financial statements

{z) Newstandards and interpretations niot apphed
The JASB and the IFRIC have issued the following standards and interpretations with an effective date after the date of these finanaal statements

Effectve date
Intemational Accounting Standards {IAS/IFRSs)
IFRS3  Business Combinations (Revised) Annual perioas after 1 July 2009
1AS39  Financial Instruments Recognition and Measurement — Eligible Hedged Items (Amendment) Annual penods after 1 july 2009
1AS27  Consolidated and Separate Financial Statements (Amendment) Annual periods after 1 July 2009
IFRS2  Group Cash-settled Share based Payment Arrangements 1 January 2010
Irmproverments to 'FRSs (2009) 1 January 2010
1AS32  Amendment Classifications of Rights Issues Annual periods after 1 February 2010
IAS24  Related Party Disclosures (Revised) 1 january 2011
IFRS9  Finanoal Instruments 1 january 2013
International Financial Reporting Interpretations Commuttee (IFRIC)
IFRIC17 Distnbutions of Non-cash Assets to Owners Annual penods after 1 july 2009
IFRIC14 Amendment. Prepayments of a Minimum Funding Requirement 1 January 2011

The Directors do not currently anticipate that the adoption of these standards and interpretations wilt have a matenal mpact on the Group's financial
staternents in the pened of inibial application

3 Revenue
Revenue disclosed in the income statement 1s analysed as follows
2009 2008
Notes Em im
Rendering of services 25289 2,2890
Construction contracts 22 1579 152 4
Revenue from operating activities 26868 24414
Finance revenue 10 19 57
Total revenue in accordance with IAS 18 26887 24471
4 Administrative expenses
Included within Administrative expenses, disclosed in the column headed ‘Non-undertying’, are
2009 2008
Notes £m £m
Intangible amortisation 15 281 186
Arch tru tosts 300 -
Total 581 86

Arch cru Funds - dealings in 2 apen ended twestment comparues {OE|Cs), for which Capita Financial Managers (CEMs the authorised corporate director
(ACD) and Arch Financial Products LLP was the delegated investment manager, were suspended on 13 March 2008, as aresult of illiquidity in the
underlying investments of the OEICs and an anticipated inability to meet future redemptions This was exacerbated by unprecedented market turmoil
post the collapse of Lehman Brothers Since the suspension, CFM, has been working with specialist advisers to conduct a detailed review of the underlying
assets of the OEICs and options for thewr future This review was completed in December 2009 The underlying assets of the QEICs have fallen in value
and remain ilhquid CFM has advised mnvestors that the only feasible option in the best interests of investors as a whole is for the OEICs to be wound up,
with the underlying assets being realised in an orderly manner over a penod of time, and the proceeds being returned to investors in the OEICs

In additson, CFM has informed investors in the OEICs that it is undertaking a review to determine whether such investors have suffered any detnment and,
if 50, to what extent any of the parties involved should be responsible for compensating them Thus 1sa complex exercise and it 1s taking longer than
anticipated, but we are determined to ensure that the matter 1s concluded in a way that takes appropriate account of the results of the review and the
interests of investors in the OEICs, but also recognises the interests of Capita's shareholders The detailed work undertaken since March 2009 has resulted
in significant costs We hiave set aside estimated costs of £30m (both incurred and potentially to be incurred) in raspect of resolving this matter

This figure has been disclosed separately from the Group’s underlying profit in our accounts for the year ended 31 December 2009 Itis expected that

an outcome will be reached In 2010
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5§ Loss on business disposal

In the year the Group disposed of the revenue and benefits software business that it had acqured in 2008 as part of its acquisition of [BS OPENSysterns

(as directed by the Competition Commussion) The table below gives a summary of the disposal.

2009

Notes £m
Fixed assets 04
Debtors 19
Creditors (22)
Intangibles 15 59
Goodwill 15 73
Total net assets disposed of 133
Transitional services provided 22
Net proceeds received (8 0)
Loss on business disposal 75
6 Investment gain/(loss)
Investment gain/{loss) includes
2009 2008
£m £m
Loss on financial assets measured at fair value through the income statement - (07)
Investment in joint venture 0.2 05
Net investment gain/{loss) 0.2 (0.2)

The investrnent gain represents income recognised n relation to the Lloyd’s Market Syndicates in which the Group has a joint venture arrangement
as disclosed in note 17 Duning the year the Group received a dividend of £0 4m (2008 £0 1m) from the Syndicate which is reflected in the net assets

recognised in the disclosure in note 17

The investment loss in the comparative year 1s in recognition of negative retums on Investments in units held N managed funds by the Group’s
insurance captives, as disclosed in note 17 At the date of the approval of these finanaial statements the Group no longer has any investment in these

managed funds
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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 offenng a different package of related services across the Group'’s markets A descniption of the service provision for each segment
can be found in the business review on pages 58 to 64 No operating segments have been agaregated to form the reportable operating segments below

The comparatrve figures have been restated due to a recrganisation of the Group's business divisions duning the year The Directors decided this was
necessary to better manage the growth in the business and to enhance service provision across the Group

Before eliminating sales between business urits on consolidation, the Group accounts for sales between business uruts as if they were to a third party

at market rates

The tables below present revenue, result and certain asset and bability information for the Group's business segments for the years 2009 and 2008

All operations in 2009 are continuing

Year ended 31 December 2009
ICT Health Ufe &
Underlying segment HR Solutions cmim i inemine e S oivindii s Total
revenue £m £m £m £m Em £m £m £m £m
Total segment revenue 3124 2127 2468 1798 3413 7349 sa12 4247 3,053 8
Inter-segment revenue (318) (14 6} - (53) {13) {227 5) (60 5) (66 0) {407 0)
Third party revenue 2806 2581 2468 174.5 3400 507 4 5207 3587 26868
Undertymng segment
result
Result after depreciation 274 243 301 358 574 59.2 630 703 3675
Share based payment (12} {12) (17} 07 (24) (08) (09} {09) (98)
262 231 284 351 550 584 621 694 3577
Non-underlying
Intangible amortisation - 7 (48) (46) - (62) (47) 67 (281)
Arch cru - - - {300) - - - - (300)
262 214 236 05 550 522 580 627 2596
Net finance costs
(before callable swaps) (328)
Callable swaps 11
Mark to market movement
on currency swaps (25)
Investment gain 02
Loss on business disposal {75)
Profit before tax 2581
Corporation taxation {69 2)
Profit after tax 1889
Other segment
information
Assets by segment
Assets 373 825 98 3 859 1083 1364 2238 1228 8953
Intangible assets 841 765 2547 196 4 28 2339 1351 1235 1,107 0
1214 1580 3530 2823 1m 370.3 3589 2463 20023
Uabilities {441) {49.0) (1247 (72 6) (113 9) {197 4) {160 1) {1599) {on7)
Net allocated assats 773 1100 2283 2097 (2.8) 1729 1988 864 1,0806
Unallocated assets 3698
Unallocated liabilitres {984 2)
Total net assets 466.2
Capital expenditure
Tangible assets 14 21 24 12.8 68 97 288 44 684
Deprecation charge 17 32 58 38 198 66 91 56 556
Irtangible assets - 157 16 4 231 - 1547 311 15 2425
Intangible amortisation - 17 48 46 - 6.2 41 67 281

Unallocated assets include held for sale financia! assets, financial assets held at fair value through the income statement, the cash flow hedge
financial asset, cash in bank, currency and interest rate swaps Unallocated babiliies include lease obligations, loan notes, callable swaps, bonds

and the pension bability
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7 Segmental information (continued)
The tables below present revenue by the geographucal location of chients, carrying amount of assets and expenditure on tangible and intangible assets by

location of those assets
Umited  Non-Unrted
Kmgdom Kingdom Total
Revenue £m £m £m
Total segment revenue 2,964 0 1298 30938
Inter-segment revenue (356 9) (501) (407 0)
Third party revenue 2,6071 797 2,686 8
Other segment information
Assets 8663 290 8953
Intangible assets 1,0387 683 1,107 0
Unallocated assets 3698 - 3698
Total assets 22748 973 2,3721
Caprtal expendriure
Tangible assets 679 05 684
Intangible assets 2192 233 2425
Year ended 31 December 2008
ICT, Health Life &
Underlying segment HR Solutions wp"ﬁg Irsurance Investor Integrated 8 Bustress Parsins  professiona! o
revenue £m £m £m £m Em £m £m £m £m
Total segment revenue 2785 2842 2636 1739 3447 5053 4796 3965 27263
Inter-segment revenue (20.3) (22 0) (17 4) - (5.2) {1231} (25 6) (713) {284 9)
Third party revenue 2582 2622 246.2 1739 3395 382.2 4540 3252 24414
Underlying segment
result
Result after depreciation 253 240 327 403 567 a7e 547 586 3301
Share based payment {11) (1.2) {16) {07) (23) (07) (08) {08) (9.2)
24.2 228 31 396 544 371 539 578 3209
Non-underlying
Intangtble amortisation (02) (14) (37) 37 - (24) (38) (34) (186)
240 214 274 359 544 347 501 544 3023
Net finance costs
{before callabte swaps) {43.5)
Caltable swaps {320)
Investrnent loss (0.2)
Profit before tax 2266
Corporation taxation (60 8)
Profit after tax 1658
Other segment
information
Assets by segment
Assets 52.2 848 1264 753 1210 1017 1744 1023 8381
Intangible assets 843 625 2443 1781 28 853 1079 1418 9070
1365 1473 3707 2534 1238 1870 2823 2441 1,7451
Liabilities (278) (48 8) {136 0) {42 0) {108 8) f1217) {102 0) (168 5) (755 6)
Net allocated assets 1087 985 2347 2114 150 653 1803 756 9895
Unallocated assets 4192
Unallocated habilities {101 8)
Total net assets 3969
Capital expendrture
Tangible assets 20 27 80 183 8% 101 349 60 909
Depreciation charge 14 31 58 29 190 56 81 56 515
Intangible assets - 95 231 77 - 47 261 703 1814
Intangible amortisation 02 14 37 37 - 24 3is8 34 186

Unallocated assets include held for sale financial assets, financial assets held at far value through the income statement, the cash flow hedge
financial asset, cash in bank, currency and interest rate swaps Unallocated Labilities include lease obligations, loan notes, callable swaps, bonds

and the pension bability
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The tables below present revenue by the geographical location of clients, carrying amount of assets and expenditure on tangible and intangible assets by

location of those assets
United Nor-United
Kingdom Kingdom Total
Revenue £m Em £m
Total segment revenue 26395 868 27263
Inter-segment revenue (265 3) (196) (2849)
Third party revenue 23742 67.2 24414
Other segment information
Assets 8067 314 8381
Intangible assets 8595 475 9070
Unallocated assets 4192 - 4192
Total assets 2,085 4 789 21643
Capital expenditure
Tangible assets 851 58 909
Intangible assets 1646 168 1814
8 Operating profit
This is stated after charging/(crediting)
2009 2008
Notes £m £m
Employee benefits expense 9 11288 10519
Amortisation of intangible assets (as shown in the non-underlying column) 15 281 86
Depreciation 4 544 500
Loss on sale of property, plant and equipment 11 11
Amortisation of other intangible assets (treated as depreciation)* 15 12 15
Muimum lease payments recogrised as an operating lease expense 755 706
Foreign exchange differences (23) {16)
*Included within operating actvites before amortisation.
2009 2008
UK fees paid to the auditors include fees in relation to £m £m
Audit of financial statements 06 06
Other UK fees
Local statutory audits for subsidianes 03 03
Further assurance services 03 0.2
Other non-audit services** 08 -
20 11
Other non audit services provided in the year are higher than previous years due to Ernst 8 Young providing services in relation to the Arch cru funds
{see note 25)
**There were no othes amourtts payable to the auditors requinng disclosure under Section 494 of the Comparues Act 2006.
9 Employee benefits expense
2009 2008
Notes £m £m
Wages and salaries 9747 9101
Soaal secunty costs 922 866
Pension costs 32 521 460
Share based payments 28 98 92
11288 1,0519
2009 2008
The average number of employees during the year was made up as follows Number Nurnber
Sales 776 N
Administration 2,060 1,943
Operations 31,789 29,927
34,625 32,601

Details of Directors’ remuneration are contained within the Directors’ remuneration report on pages 75 to 84
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10 Net finance costs
2009 2008
Notes £m £m
Bank interest recevable (05) (09)
Other interest recevable (14) {c1)
Loan note interest o7 o8
Bonds 262 399
Callable swaps - realised 50 (47
Bank loans and overdrafts 21 8.3
Other interest payable 06 01
Unwinding of interest on discounted property provision 01 01
Underlying net finance costs 328 435
Callable swaps — mark to market 26 (11} 320
Mark te market movement on currency swaps* 26 25 -
Non-underlying net finance costs 14 320
Total net finance costs 342 755

*The mark to market movement on currency swaps represents the extent to whch the fair value of these instruments has been affected by the percenved change in the creditworthiness of the

courtterparies to those nstruments. The Group s comfortable that the rsk attached to those counterparties i not sgrificant and believes that the cUTenCy swaps continue to act as an effective hedge

aganst the movernents i the far value of the Group’s ssued US$ S denominated bonds (see note 26 - Hedges)

11 Income tax
The major components of iIncome tax expense for the years ended 31 December 2008 and 2008 are
2009 2008
Consolidated income statement £m £m
Current income tax
Current income tax charge 691 732
Adjustment in respect of pnor years {94) (31
Deferred income tax
Ongination and reversal of temporary differences 35 (88
Adjustment in respect of prior years 60 05
692 608
2009 2008
Consolidated statement of comprehensive income £m £m
Deferred mncome tax on cash flow hedges (42) 56
Deferred income tax movement in relation to actuanal losses on defined benefit plans {16 3) (13 5)
(205) {79
Income tax related to items (credited)/charged directly to equity 2009 2008
Consolidated statement of changes in equity £m £m
Current income tax deduction on exercse of stodk options in excess of share based payments (60) (177 6)
Deferred income tax movement in relation to share based payment 122 2.2
62 {15 4)

The reconciliation between tax expense and the product of accounting profit multipled by the UK corporation tax rate for the years ended 31 December

2009 and 2008 15 as follows

2009 2008

Em £m

Accounting profit before tax 2581 2266
Notional charge at UK corporation tax rate of 28% (2008 28 5%) 722 646
Adjustments in respect of current income tax of prior years (94) (37
Adjustments in respect of deferred tax of prior years 60 (05
Non-deductible expenses 42 24
Attributable to lower tax rates in overseas junsdictions (38) (26)
At the effective tax rate of 26 8% (2008 26 8%) 692 608
Total tax expense reported in the income statement 692 608

The tax charge for the year ended 31 December 2009 was £69 2m (2008 charge of £60 8m) and Is after a pnor year net credit of £3 4m resulting from
the successful resolution of 1ssues with relevant tax authorities The tax charge 1s equivalent to an underlying effective tax rate of 26 8% (2008 26 8%)
The effective tax rate on underlying profit 1s 26 8% (2008 27 0%) In addition, a net tax credit of £6 Om has been credited directly to equity in respect of

realised stock option gains which resulted ina comresponding reduction in cash tax babibties for the year ended 31 December 2009
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11 Income tax (conttnued)
Deferredincome tax
Deferred income tax at 31 December relates to the following

Consoldated balance sheet Corsolidated ncorne staternent

2009 2008 2009 2008
£m £m Em £m
Deferred tax hablsties
Accelerated capital allowances (135) (57) 16 13
Pension schemne's asset - - - 04
Cash flow hedges (30) (72) - -
Fair value adjustments on acquisition (35.3) (227) {5 0) {4 8)
(518) (356)
Deferred tax assets
Share based payments 67 161 (27) (26)
Pension schemes’ iability 89 69 14.2 50
Provisions 128 67 (49) (15)
Losses available for offset against future taxable income 02 - o7 18
Mark to market movement on currency swaps 07 - (07) -
Cash flow swaps 86 89 03 (89)
379 386
Net deferred tax (Lability)/asset (139) 30
Deferred income tax expense 95 (93)

The Group has tax losses and other temporary differences of £55.2m (2008 £5 8m) that are avallable for offset against future taxable profits of the
companies in which the losses or other temporary differences arose, of which £53 3rn are retated to losses incurred by companies acquired by the Group
and therefore not as a result of the Group's trading performance Deferred tax assets have not been recogrised in respect of £54 5m (2008 £5 8m) of
these losses or other temporary differences, as their recoverability 1s uncertain

12 Earnings per share
Basic eamings per share amounts are calculated by dviding net profit for the year atinbutable to ordinary equrty holders of the parent by the weighted
average number of ordinary shares outstanding dunng the year

Diluted earmungs per share amounts are calculated by dmding the net profit for the year attnbutable to ordinary equity holders of the parent by the
weighted average number of ordinary shares cutstanding dunng the year plus the weighted average number of ordinary shares that would be 1ssued
on the conversion of all the dilutive potential ordinary shares into ordinary shares

The followmng reflects the income and share data used in the basic and diluted earmings per share computations

2009 2008

£m £m

Net profit attnbutable to ordinary equity holders of the parent from operations 1889 1658

2009 2008

Number Number

mallon mulbon

Weighted average number of ordinary shares {excluding treasury shares) for basic eamings per share 6142 6083
Dilutive potential ordinary shares

Employee share options 52 55

Weighted average number of ordinary shares {excluding treasury shares) adjusted for the effect of dilution 6194 6138

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 following addrional earmings per share figures are calculated based on underlying eamings attnbutable to ordinary equity holders of the parent
of £238 0m (2008 £202 3m) and, after non-underlying costs, earmings of £188 9m (2008 £165 8m) They are included as they provide a better
understanding of the undertying trading performance of the Group

2009 2008

P p

Basic earmings per share  —underlying 3875 3326
- after non-underlying 3076 27.26

Drluted earrungs per share — underlying 3842 3296

—after non-undertying 3050 2T
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13 Dwdends paid and proposed
2009 2008
£m £m
Dedared and paid dunng the year
Ordinary shares {equity)
Final for 2008 paid 9 6p per share (2007 8 Op per share) 588 488
Intenm for 2009 paid 5 6p per share (2008 4 8p per share) 344 292
932 780
Proposed for approval at AGM (not recogrised as a lability at 31 December)
Ordinary shares (equrty}
Final for 2009 112p per share {2008 9 6p per share) 691 586
14 Property, plant and equipment
Lezsehold
mproverents,
land and Plant and
Suddngs machmary Total
£m im fm
Cost
At January 2008 501 2451 2952
Subsidianes acquired 24 30 54
Additions 171 738 909
Disposals {53) {(401) {45 4)
At 31 December 2008 643 2818 3461
Subsidianes acquired 10 49 59
Addrtions 67 617 684
Disposals 27) {(18.3} (210)
At 31 December 2009 693 3301 3994
Depreaation and imparment
At 1 january 2008 186 832 1018
Provided dunng the year 81 419 500
Disposals (43) (397) {44 0)
At 31 December 2008 224 854 1078
Provided during the year 96 448 54 4
Disposals (2 4} (17 0) {19 4)
At 31 December 2009 296 1132 1428
Net book value
At 1 January 2008 315 1619 193 4
At 31 December 2008 419 196 4 2383
At 31 December 2009 387 2169 2566

The net book vatue of plant and machinery includes an amount of £16m (2008 £nil) in respect of assets held under finance leases
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15 Intangible assets
Contractsand Clent
Software and corrrnitted sts and Other
Brands licences sales relationshups Goodwill Sub-total ntangibles Tatal
£m £&m £m Em Em £m £m £m

Cost
At 1 January 2008 88 60 ns 462 7048 w7 134 7911
Recognition of intangibles - prior year
acquisitions 01 - - 125 (97) 35 - 35
Subsidianes acquired 28 85 83 236 1347 1779 - 1779
At 31 December 2008 17 145 202 823 8304 9591 134 9725
Recognition of intangibles - prior year
acquisttions 17 {39) - 122 (91) 09 - 09
Subsidianes acquired 64 - 121 628 15932 2416 - 2416
Disposals (07) {14) - (5.3) (7 3) (147) - (147)
At 31 December 2009 191 92 333 1520 973.3 1,186 9 134 1,2003
Amortisation and impairment
At1 January 2008 39 21 47 122 120 349 105 454
Amortisation duning the year 21 21 18 26 - 186 15 201
At 31 December 2008 60 42 65 248 120 535 120 655
Amortisation during the year 27 14 20 220 - 281 12 293
Disposals 01) {03) - (11 - {(15) - {1.5)
At 31 December 2009 86 53 85 457 120 801 132 933
MNet book value
At 1 January 2008 49 39 72 340 6528 7428 29 7457
At 31 December 2008 57 103 137 575 8184 9056 14 9070
At 31 December 2609 105 39 248 1063 5613 1,106 8 02 1,107 0

Dunng the year a total of £10 0m (2008 £12 6m) of Intangible assets was recogrused or derecognised in respect of prior year acquisitions for which

the provisional intangble valuations performed in the previous year have now been completed This has resulted in a reduction in the value of goodwill

As required by 1AS 12, deferred taxation is recogrised in respect of these iterns, the impact of this was toincrease goodwill in 2009 by £0 Sm
{2008 £3 Sm) and to create a deferred tax hability of the sarme amount.

The amount in ‘other intangibles’ represents the consideration paid to AON to acquire the contract for the adrmunistration of the miners’ personal mjury

liability claims on behalf of the Department of Energy and Cimate Change

16 Impawment of goodwill
Goodwal! acquired through business combinations has been allocated for impairment testing purposes to the groups of cash generating units {(CGUs)
listed below These represent the lowest level within the Group at which goodwill 1s monitored by management for intemal reporting purposes

The significant groups of CGUs identsfied are Local government software and partnerships, Property Consultancy, HR Solutions, Insurance Services,
Registrar Services, Financal Services, Life & Pensions and IT & Software Services The remaining groups of CGUs are included in the *balance of
nen-significant CGUs’ column

The recoverable amount of all the CGUs is based on a value in use calculation using cash flow projections based on the latest 1 year budget forecast
extrapolated for 4 future years by a growth rate applicable te each unit, an appropnate tenminal value based on a perpetuity calculstion using nil real
growth s then added A discount rate of 10 5% (2008 10 0%) 1s then applied to these projections

Cornpound growth rates (years 2-5) %
Local Government Software and Partnerships 81
Property Consultancy 81
HR Solutions 81
Insurance Services 51
Registrar Services 72
Finanaal Services 76
Life & Pensions Services 75
IT & Software Services 81
Balance of non-significant CGUs (weighted average growth rate) 63
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16 Imparment of goodwill (continued)
Carrying amount of goodwill allocated to groups of cash generating units
Locat

Balance
Govermnment Lfe & of non-
Software & surance Permons T & Software
Partnerships m:;m HR Solutions Services m m Servces Servces CCUs Total
£m £m £m £m £m im £m £m £m £m
200%
Goodwill 815 623 913 2448 123§ 572 o904 1410 693 9613
2008
Goodwill 97 4 497 913 2311 1148 569 780 416 576 8184

The key assumptions used in the impaimment testing were as follows
« profit before interest and taxation

= discount rates

» ratesof growth n CGUs for the years 2to 5

Profit befere mterestand taxation
The profit before interest and taxation 15 based on the assumption that future margins will remain at the levels currently being achieved

Discount rate

The discount rate reflects management’s estimate of the gross cost of capital employed for the groups of CGUs isted above This is the benchmark
established to assess operating performance and to evaluate future caprtal investment proposals The rate applied to all CGUs 15 the same across all uruts,
this reflects the Group's funding arrangements where all units have equal access to the Group’s treasury functions and borrowang lines to fund thewr
operations None of the Group’s CGUs demonstrates levels of nsk that are significantly different to that experienced by the Group generally and all have
similar funding profiles and therefore the discount rate applied 15 deemed to be justified

Rates of growthin cash-generating units beyond the budget period (years 2to 5)

Growth rate assumptions are based on, as far as possible, published industry research (Ovum 2009) Where the cash-generating unit does not correspond
directly wath the research undertaken then the growth rate used 1s that of the nearest possible match in relation to the nsks experienced within the
associated market. The rates used are further cross-checked with the senior operational management of the units in question

Goodwill impairment
Management believes that no reasonably possible change in the key assumptions above would cause any of the identified CGUs to become imparred

17 Financial assets

2003 2008
Current £m £m
Cash flow hedges* 20 41
Currency swaps i relation to US$ denominated bonds® - 04
Interest rate swaps in relation to GBP denorminated bonds® - 07
20 52
2009 2008
£m £m

Non-current finanaial assets
Available for sale assets’ 07 03
Investment loan? 367 353
Finangial assets at fair value through the income statement® - 16
Cash flow hedges* 88 216
Currency swaps in relation to US$ denomunated bonds® 1366 2692
Interest rate swap in relation to GBP denominated bonds® 33 40
Investment in a joint venture® 02 04
1863 3324

' Available for sale assets compnse investments in unlsted ordinary shares, The unlisted ordinary shares, for which there s no immediatety dentifiable market and whuch have no fixed matunty date
of coupan rate, are camed at cost less provision for any imparment.

2 The Group has entered into a fundng arangement with Optrna Legal Services Livuted {OLSL) and dunng the year has prowded t wath an addiional £14m (2008 £6.2m) to fund that company’s
aa;msrtmoffurﬂ\ervolumeIegalservnsbu.nsnesseslnaddltmﬂ'neGrmxphasmedmoanopmnagreana-ntoacmwememdosumﬂntheevmt}utLawSoaetymlsarem‘nended
to allow the Group to own the shares tn this type of legal serices company The Groug beleves that the option should be held at the far value of £1 as the change in Law Socety rules in favour of the
Group 15 uncertam.

? Financial assets at far value through the income statement nclude rvestrments n units, held n the Group s nsurance cptves, The units are held i managed funds (cormprsing units of equibies
andoﬂ'\erassets)whdlaretradedmthamotedmafketpmemanmnwket.Anaplanatmofmea'mpsaccmmngpd:ymmregammmaemsmmanedmmtez(m)mpageN
Dunng the year the Group made the decision to withdraw the funds nvested in these assets, the remaining urits were sold earty 1n 2009, the Group therefore no longer holds units n these funds.

* The cash flow hedges are used to hedge the exposure to curmency fluctuations in the Group's forecast transactional cash flows, prnapally in Indian rupees. Details of the cash flow hedges are contamed
n note 26.

5 The curmency swaps are used to hedge the expasure to interest rate and autency fluctuations on the Group 5 US$ denomunated boeds. The uplift in the far value of the undertying bonds due to changes
1n interest and currency rates & equivalent to the far value of the cumency swaps recogrised above. The mterest rate swaps are used to hedge the fair value of the Groug's GBP denominated bonds and
the uplift In the far value of the underlying bonds due to changes in mterest rates s equivalent to the fair value of the interest rate swaps recognised above, Details of the iterest rate swap, CUTency
swaps and cash flow hedges are contained in note 26

# The nvestrent in a jomt venture disclosad represents the Group smitarest i a Syndicate (for which the Group prowdes adsranstrative outsourong services) operating in the Lioyd's Markat, through ts
Jonit veriture ownership of Cobex Corporate Memnber Mo 1Lmited {Cobex) in conunction with the Group s msurance partness. The Group's share of the net assets and Liabilities of thss Syndicate are set
out n the followang table
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17 Finanaial assets (continued)
2009 2008
£m £m
Investments 164 89
Reinsurance assets 70 96
Qther debtors 27 28
Cash and cash equivalents 07 100
Total assets 268 313
Technical provisions 220 236
Other creditors 43 69
Accruals and deferred income 03 04
Total babilities 266 309
Net position 02 04

The Group, through Capita Commercial Insurance Services Limited (CCIS), a wholly owned subsicdhary, has a 50 1% holding in Cobex Corporate Member
No 1 Limited {Cobex) In addition to the assets and babikties of the underlying Synd:cate, Cobex has in place a quota share arrangement with s insurance
partners such that only 8 86% of any profit or loss declared by the Syndicate, in respect of Cobex, would be attnbutable to the Group

The Group has no nights over the assets or babilities of the Syndicate other than to the extent that it will receive distnbuted profits or contnbute to relieve
losses The Group has in place a letter of credit amounting to £10m {2008 £10m) which 1s the maximum exposure that the Group has to losses
generated within the Syndicate

18 Business combinations
The Group made a number of acquisitions 1n 2009 which are shown In aggregate The book and fair values of the assets acquired are disclosed in the
table below

Farvalue Far value

Book values adpistments to Group

£m £m £m

Intangible assets 101 722 823
Property, plant and equipment 59 - 59
Deferred tax 59 (209) {150}
Debtors 596 {0 4) 592
Cash and short term deposits 242 - 242
Creditors (967) (05} (97 2)
Long term debt (91) - (1)
Provisions - (22) (22)
Corporation tax (19} - {19)
Net assets (2 0) 482 462
Goodwill arising on acquisition 159 3
2055

Discharged by

Cash 196 4
Deferred consideration pad 07
Deferred consideration accrued 84
2055

included within the table above are the net assets of Synetnx (Holdings} Limited of £7 1m, ncluding provisicnally recognised intangible assets of £28 1m
The cash consideration paid was £77 6m with resulting goodwaill of £70.5m Intangible valuations relating to this acquisition have been performed on a
provisional basis and the exercise will be completed in the subsequent year

The performance of these acquisitions post therr inclusion in the Group cannot be ascertained as they have been fully ntegrated within existing offerings

Acquisitions in the year included FMS (Netherlands) B v, CHKS Limited, Hero Insurance Services Limited, MMB Associates Limited, Gissings Holdings
Limited, Canthion IT Services Liruted (now know as Capita IT Services Lmited), Fides Fiduciaire S ar |, IMMO Guillaume Schneider SA, IMMO JASA,
Multi-Tech Group Limited and Synetnix (Holdings) Limited

For all acquisitions in the year the Group acquired 100% of the issued share capital of the acquired company

Within goodwall are certain intangibles that were not separable from the acquirees and could not be measured relably These rtems include client loyalty
and the assembled workforce
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18 Business comb:natiens (continued}

2008 acquisttions

The Group made a number of acquisitions mn 2008 which are shown in aggregate The book and fair values of the assets acquired are disclosed in the
table below

Far value Fair value

Bookvalues  adustments to Group

£m Em £m

Intangible assets - 432 432
Property, plant and equipment 59 (05) 54
Deferred tax 15 (114) (99)
Debtors 324 (28) 296
Cash and short term deposits 8¢ - B9
Creditors {231) (23} (254)
Provisions (05) (2.2) 27N
Net assets 251 240 491
Goodwill arising on acquisition 1350
1841

Discharged by

Cash 1806
Loan notes Issued 35
1841

Included withun the table above are net assets of IBS OPENSystems Lirnited of £21.5m, including recogrused intangible assets of £13 1m The cash
consideration paid was £74 9m with resulting goodwill of £53 4m Intangible valuations relating to this acquisition had been performed on a provisional
basis and the exercise was completed in the subsequent year

During the year deferred consideration of £9 1m was settled in respect of acquisitions made in prior years, £7 8m was paid in cash and the remainder
of £1.3m through the 1ssue of loan notes, of which £9 4m had been previousty provided, the impact of this was to reduce goodwall by £0 3m

As aresult of the above total goodwill of £134 7m was recognised in the year

Acquisitions in the year included IBS OPENSystems ple (now known as IBS OPENSystemns Limited), ComputerLand UK PLC {now known as ComputerLand
UK Limited), Lancaster Insurance Services Limited, Nieuwenhuis Services BV {now known as Caprta Fiduciary BV), and ABS Network Solutions Limited
For all acquisitions in the year the Group acquired 100% of the 1ssued share capital of the acquired company

Within goodwill are certarn intangibles that were not separable from the acquirees and could not be measured relably These items include chent loyalty
and the assembled workforce

The Group’s acquisition in 2008 of 1BS OPENSystems Limited (/BS) was the subject of a referral to the Competition Commussion {CC) under Section 22(1)
of the Enterpnse Act 2002 On 4 june 2009 the CC announced its deaision The CC detenruned that the acquisition by the Group of IBS resulted na
lessering of competstion in the market for revenue and benefits software systems and that the corrective measure required was the sale of the element
of IBS that provides this product and service Consequently, the Group disposed of this part of the business - see note 5

19 Trade and other receivables

2003 2008
Current £m £m
Trade recervables 3081 3066
Other receivables 389 372
Gross amounts due from customers on construction contracts 254 178
Prepayments and accrued income 2460 2220
618 4 5836
2009 2008
Non-current Em £m
Other receivables 92 18
Prepayments and acaued income 11 63
203 81
Trade recervables are non-interest beanng and are generally on 30 days’ terms,
At 31 December 2009, trade recervables at a norminal value of £10 5m (2008 £7 1m) were impaired and fully prowided for
Movements in the provision for impairment of trade recervables were as follows
2009 2008
£Em £m
At1 fanuary 71 42
Charge for year 73 57
Amounts written off (19} (10)
Unused amounts reversed (2 0) (18)

105 71
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19 Trade and other recevables (continued)
As at 31 December, the analysis of trade receivables that were past due but not impaired is as follows
Nether past Past due but not mpawed
due nor Mave than
Total wnpared -3 montts 4-6 months 7-12 months. 12 months
£m £m £m £m £m £m
2009 3081 2453 56.5 63 - -
2008 3066 2456 526 84 - -
The Group monitors the level of trade receivabtes on a monthly basis, continually assessing the nisk of default by any counterparty
20 Cash at bank and in hand
2009 2008
Em £m
Cash at bank and in hand 1815 867
Cash at bank earns interest at floating rates based on daily bank depostt rates The farr value of cash is the same as the camying amount above
21Trade and other payables
2009 2008
Current £m £m
Trade payables 962 ms3
Cther payables 762 873
Other taxes and social security 641 608
Gross amounts due to customers on construction contracts 72 62
Accruals and deferred income 5424 4248
Deferred consideration payable 84 -
7945 6904
Non-current
Accruals and deferred income 90 96
90 96
Trade payables are non-interest bearing and are normally settled on terms agreed with suppliers
22 Construction contracts
Presented in the table below are disclosures with regard to the Group’s property consultancy business where the provision, as a sub-contractor,
15 architectural, structural or another service that results in the construction of a new asset.
2009 2008
£m £m
Contract revenue recognised in relation to construction contracts in the year 1579 1524
Agpregate costs incurred and recogrused profits (less losses) to date 2019 1805
Gross amount due from customers for construction contracts 254 i78
Gross amount due to customers on construction contracts 72 62
23 Finanaal Liabibties
2009 2008
Current Notes £m £m
Obligations under finance leases 24 01 -
Bonds - 1013
Unsecured loan notes 26 37
Asset-based secuntised finanang (see below) 171 104
Callable swaps - 11
198 1165
Non-current
Obligations under finance leases 24 13 -
Bonds 7205 8518
Term debt 198 0 -
Currency swaps in relation to US$ denominated bonds 06 -
Callable swaps 309 309
9513 8827

The aggregate bond value stated above of £720 5m (et of issue costs} includes a fair value adjustment for interest rate and currency risk of the bonds at
31 December 2009 To remove the Group's exposure to interest rate and currency fluctuations it has entered into interest rate swaps and currency
swaps which effactively hedge any movement in the underlying bond fair value The fair value of the currency swaps 1s disclosed in note 17 - Financial

assets and note 23 - Financial liabtlities in the current year (2008 Financial assets — note 17)
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23 Finanaal liabiliies {continued)
On the 20 June 2009 the Group repaid bonds, which reached matunty, ncluding £55m 2002 Senies B bonds and LiS$66m 2002 Series A bonds (sterling
equivalent. £45.3m) gvng an aggregate repayment of £100 3m in the year

©n 15 July 2009 the Group secured £200m of term debt (shown above net of ssue costs) for which it pays a rate of interest based on LIBOR and which
matures on the second annversary of issuance The debt has an extension option of one year, at the Group's request, subject to the lenders” agreement

The Group has insurance debtors which are subject to a securitisation agreement. The purpose of this arrangement Is to secuntise client recesvables,
denved through the provision of instalment credit faciities to insurance chients of the Group The Group sells these recenvables, with no immediate effect
on the income statement, for cash to a third party The third party takes on the nghts and responsibilities of these receivables such that the terms of this
agreement dictate that it has no recourse to the Group beyond 14% of the total recevable secuntised

The obligations under finance leases are secured on the assets being financed The bonds and loan notes are unsecured The bonds effectively beara
floating interest charge at a rate based on 6 month LIBOR

Loan notes issued during the year amounted to £ml (2008 £5 3m) and £1 4m (2008 £3 3m) were repaid The interest rates attributable to the loan notes
are fixed for each new issue The rates attnbutabie to these remaining loan notes ranged from 0 87% to 5 00% The outstanding loan notes totalling
£2 6m are repayable on demand and have a final weighted average matunty of less than 1 year

The Group has issued guarantead unsecured bonds as follows
Interest rate Value

Bond %  Denommation £m Matunty
Issued 2005%**
0525 above 6m GBP
Senes A LIBOR GBp 500 28 September 2013
0 525 above 6m GBP

Seres B LIBOR GBP 250 28 September 2015
Issued 2008*
Series C 719 GBP 320 13 Septemnber 2015
Total of sterling denominated bonds 107 0

USsm
Issued 2002***
Series C 647 Uss** 360 20 June 2072
Issued 2006***
Senes A 574 uss** 600 28 June 2013
Senes B 588 uss** 1300 28 June 2016
Senes A 566 Uss*= no 13 September 2013
Senes B 581 Uss** 740 13 September 2016
Series C 577 Uss** 600 13 September 2016
Issued 2007***
Senes A 557 uss** 210 11 October 2014
Senes B 588 uss** 1730 11 October 2077
Issued 2008**
Series A 604 uss** 800 13 September 2015
Senes B 651 Usg* 2560 13 September 2018
Total of US$ denomunated bonds 9070

All senes are unsecured and rank pari passu in all respects

* The Group has entered into an interest rate swap to convert the mterest cost to a floating rate based on 6 month GBP LIBOR.

** The Group has entered nto qurmency swaps for the USS issues to achieve a floating rate of mterest based on 6 monith GBP LIBOR. Further disclosure on the Group's use of hedges s induded in note 26
commencing on page 111

***Subsequently the Group has entered a senes of callable nterest rate swaps to convert these csues from paying a floating rate based on 6 month LIBOR to fixed rates. See note 26 for further details
of these callable swaps.

The issue costs ncurred on the issue of the term debt duning the year amounted to £2 6m (2008 Bond 1ssue costs £0 7m) Issue ¢ests on the bonds and
term debt are spread over the Ufe of the bonds and term debt to ther matunty The unamortised balance of issue costs at the year end totalled £3 1m
{2008 £14m)
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24 Obligations under leases and hire purchase contracts

Obligatrons under finance leases and hire purchase contracts

The Group uses finance leases and hire purchase contracts to acquire plant and machinery These leases have terms of renewal and purchase aptions but
no escalation clauses Renewals are at the option of the lessee

The value of future minimum lease payrnents and therr present value, which are the same, i1s analysed as follows.

2009 2008

Em £m

Not later than 1 year 01 -
Later than 1 year but not more than 5 years 13 -
14 -

Operating lease agreements where the Group 15 lessee
The Group has entered into commercial leases on certain properties, motor vehicles and stems of plant and machmery These leases have an average
duration of between 3 and 10 years

Future minimum rentals payable under non-cancellable operating leases are as follows
2009 2008

£m £m
Not later than 1 year 593 592
Later than 1 year but not later than 5 years 1285 1580
Later than 5 years 539 230
2417 2402

25 Provisions
Insurance Propesty Other Total
P‘w“‘é“ pmvﬁ ng; £m £m
At 1 January 2009 - 33 - - 33
Transfer from accruals in the year - - - 30 30
Transfer from other payables in the year 14.2 - - - 142
Utilisation - (o6} - - (o6)
Additional provisions in the year o8 24 200 26 258
Provisions acquired - 22 - - 22
Unwinding of interest on discounted provisions — 01 - - 01
At 31 December 2009 150 74 200 56 480

Certain Labtlities previously held within accruals and other payables have been reclassified as provisions as it 1s considered that the classification 1s more
appropnate given the nature of the balances.

The property provision 1s made on a discounted basts for the future rent expense and related cost of leasehold property (net of estmated sub-lease
income) where the space is vacant or currently not planned to be used for ongoing operations The expectation isthat this expenditure will be incurred
over the remaning penods of the leases which range from 1 to 6 years

Arch cru Funds - dealings in 2 open ended mvestrnent companies (OEICs), for which Capita Financial Managers (CFM) s the authonsed corporate director
(ACD} and Arch Financial Products LLP was the delegated investment manager, were suspended on 13 March 2008, as a result of lliquidity n the
underlying investments of the OEICs and an antiapated inability to meet future redemptions This was exacerbated by unprecedented market turmoil
post the collapse of Lehman Brothers Since the suspension, CFM, has been working with specialist advisers to conduct a detailed review of the underlying
assets of the OEICs and options for their future This review was completed in December 2008 The underlying assets of the OEICs have fallen in value
and remain lbquid CFM has advised investors that the only feasible option 1n the best interests of nvestors as a whole is for the OEICs to be wound up,
with the underlying assets being realised in an orderly manner over a period of time, and the proceeds being retumed to investors in the OEICs

In addrtion, CFM has informed investors in the OEICs that it is undertaking a review to determine whether such investors have suffered any detriment and,
if 50, to what extent any of the parties involved should be responsible for compensating them This 1s a complex exercise and it s taking longer than
anticipated, but we are determined to ensure that the matter is concluded in a way that takes appropnate account of the results of the review and the
interests of investors in the OEICs, but also recognises the interests of Capita’s shareholders The detailed work undertaken since March 2009 has resulted
in significant costs We have provided estimated costs of £20m inrespect of resolving this matter This figure has been disclosed separately from the
Group's underlying profit in our accournts for the year ended 31 December 2009 It 1s expected that an outcome will be reached in 2010

Insurance provisions relate to prowvisions held by the Group’s captrve insurer Such provisions are held until utibised or such time as further claims are
considered unlikely under the respective insurance policies

26 Finanaal instruments

Financial nsk management objectives and policies

The Group's pnncipal financial nstruments are comprised of cash, bank loans, bond 1ssues, loan notes, finance leases and denvatives The main purpose of
these financial instruments 15 to raise finance for the Group's operations and to manage the Group's financial rnsks The Group also has various other
financial Instruments such as trade recervables and trade payables which anse directly from its operations

The Group also enters into derivative transactions These are interest rate swaps, currency swaps, callable interest rate swaps and forward currency
contracts Therr purpose is to manage the interest rate and currency nsks ansing from the Group's operations and its seurces of finance It1s, and has been
throughout the penod under review, the Group's policy that no speculative trading in financial instruments shall be undertaken

The main nsks ansing fromn the Group’s financial instruments are interest rate risk, foreign currency nsk, credit nsk and Lquidity nsk The Board reviews and
agrees policies for managing each of these nisks and they are summansed below

SNy
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26 Finanaal instruments (continued)
Carrying values and fair values of finanaal instruments

The followang table analyses by classification and category the Group'’s financial instruments (exctuding short tesm debtors, creditors and cash in hand)
that are camed in the financa! statements The values represent both the camying amounts and the fair values

At far value
through the
Avaiable for ncome Loans and usedfor  Other financial
sale statement recesvables hedging Total
At 31 December 2009 £m Em £m £m £m £m
Financial assets
Unlisted equity secunties 07 - - - - 07
Investment loan - - 367 - - 367
Cash flow hedges - - - 08 - 108
Interest rate swaps in relation to GBP denominated bonds - - - 33 - 33
Currency swaps in relation to US$ denominated bonds - - - 1366 - 1366
Investrment in joint venture - - 02 - - 02
o7 - 369 1507 - 188 3
Finanaal babilities
Unsecured loan notes - - - - 26 26
Bonds - - - - 7205 7205
Currency swaps in relation to US$ denominated bonds - - - 06 - 06
Term debt - - - - 198 0 1980
Asset-based securitised financing - - - - 171 171
Oblgations under finance leases - - - - 14 14
Callable swaps - 309 - - - 309
- 309 - 06 9396 9711

The aggregate bond value above of £720 5mindludes the GBP value of the US$ denomimated bonds at 31 December 2009 To remove the Group’s

exposure to currency fluctuations it has entered into currency swaps which effectvely hedge the movement in the bonds’ fair value due to changesin
prevailing foreign exchange and interest rates The interest rate swap s being used to hedge the exposure to changes in the fair value of GBP denominated
bonds The fair value of the currency and interest swaps are disclosed in note 17 — Financial assets and in note 23 - Financial liabibties in the current year

At fair value
theough the
Avaitable for ncome loarsand Dematvesused  Other financial
sole staternent recenvables forhedgng Labilities Total
At 31 December 2008 £m £m £m £m £m £m
Financial assets
Investments in units - 16 - - - 16
Unlsted equity secunties 03 - - - - 03
Investment loan - - 353 - - 353
Cash flow hedges - - - 257 - 257
Interest rate swaps in relation to GBP denorminated bonds - - - 47 - 47
Currency swaps in relation to US$ denominated bonds - - - 2696 - 2696
Investment in joint venture - - 04 - - 04
03 16 357 3000 - 3376
Finanaal Labilties
Unsecured loan notes - - - - 37 37
Bonds - - - - 9531 9531
Asset-based secuntised financing - - - - 104 04
Callable swaps - 320 - - - 320
- 320 - - 967 2 959 2

The fair value of financial instruments has been calaulated by discounting the expected future cash flows at prevailing interest rates, except for unbisted
equity secunities and investment loans The valuation models incorporate vanous inputs including foreign exchange spot and forward rates, interest rate

curves and volatility surfaces. Unlisted equity secunties and investrent loans are held at amortised cost. The Group enters into denvative finanaal

instruments with multiple counterparties, all of which are financial institutions with investment grade credit ratings

Farr value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financal instruments by valuation technique

Level 1 quoted (unadjusted) prices in active markets for identical assets or iabilities
Level 2 other techriques for which allinputs which have a sigruficant effect on the recorded fair value are observable, ether directly or ndirectly
Level 3 techruques which use inputs which have a significant effect on the recorded far value that are not based on observable market data
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26 Finangal instruments (continued)
As at 31 December 2009, the Group held the following financial instruments measured at fair value

Level 2
At 31 Decernber 2009 £m
Assets measured at far value
Cash flow hedges 108
Interest rate swaps inrelation to GBP denominated bonds 33
Currency swaps in relation to US$ denominated bonds 1366
Liabilities measured at fair value
Bonds 7205
Currency swaps in relation to US$ denominated bonds 06
Callable swaps 309

Dunng the year the Group only had Level 2 assets or Liabilities measured at farr value During the year ended 31 December 2009, there were no transfers
between Level 1 and Level 2 fair value measurements and no transfers into or out of Level 3 farr value measurements

interest rate nsk
The Group's exposure to the nsk of changes in market interest rates arises pnmantly from the Group's long term debt.

The Group’s policy 1s to manage 1ts iInterest cost using a mix of fixed and vanable rate finanoial instruments to generate the desired interest rate profile
and to manage its exposure to interest rate fluctuations

The Group has pnmarnly 1ssued fixed rate coupon US$ deneminated bonds, which have been swapped to floating rate GBP Labilities at the date
of issuance using currency swaps These currency swaps are designated as fair value hedges against changes in fair value of the bonds due to changes
in prevailing foreign currency exchange and interest rates.

In February 2008, Caprta executed a senes of callable interest rate swaps to convert from paying floating rate GBP interest to fixed rate GBP interest on
certain of its swapped bonds The counterparty holds the option to cancel these swaps on each semi-annual coupon payment date These callable interest
rate swaps are not designated in any hedge relationship so their change in fair value is recognised in net finance costs in the income statement — see note
10— Net finance cost.

Following the fall In interest rates at the end of 2008 and an increase in the implied volatilities, these callable swaps show a negative mark to market value
of £30 9m at 31 December 2009 {2008 negative mark to market value of £32m) This movement results in a non—cash accounting profit n the year of
£11m (2008 loss of £32rn) The callable swap will reverse through the Income statement as the mark to market valuation will tend towards zero as the
swaps approach maturity or cancellation

In addition to the fixed rate bonds of £380m 1ssued as at 31 Decemnber 2009 (undertying value - not adjusted for the impact of the swaps), the Group had
a further £200 2m of swapped bonds, and a £245m revolving credit facility, both paying floating rate interest On 15 July 2609 the Group tock £200m of
bank term debt matuning on the second anniversary of the issue date paying a floating rate of interest. This gives the Group as a whole a balanced interest
rate nsk profile through the use of both fixed and floating rate finanoial instruments

The interest rate profile of the financal assets and biabilities of the Group as at 31 December is as follows

Withen Between Between Between Betwean More than
At 31 December 2009 Y T m TR T Y o
Fixed rate
Loan notes 26 - - - - - 26
Bonds - - 241 981 139 3284 4645
Obligations under finance leases 01 13 - - - - 14
Foreign currency swaps in relation
to US$ denominated bonds - - 06 {101) (35) (7 4) (84 4)
Callable swaps - - 16 64 08 221 309
Floating rate
Cash i hand {(1815) - - - - - (1815)
Term debt - 1980 - - - - 1980
Investment loan - - - - - (367) (367)
Assets available for sale (04) - - - - (03) o7
Bonds - - - - - 2560 2560
Asset-based secuntised financing 171 - - - - - 171
Cash flow hedges (20) (24) (14) (14) (0s) (30) {108)
Interest rate swap in relation
1o GBP denormunated bonds - - - - - (33) (33)

Foreign currency swaps in relation
to US$ denominated bonds - - - - - (516) (516)
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26 Finanaal instruments (continued}

withn Between Between Betweer Between Move than
At 31 December 2008 Ve T TYw UME e "
Fixedrate
Loan notes 37 - - - - ~ 37
Bonds M3 - - 272 1050 4089 6424
Interest rate swap i relation
to GBP denominated bonds o7 - - - - - (07)
Foreign currency swaps in relation to
US$ denominated bonds {04) - - (26) (16 9) (1425) (162 4)
Callable swaps 11 - - 15 59 235 320
Floating rate
Cash inhand (867) - - - - - (867)
Investrnent loan - - - - - 353 353
Assets avarlable for sale - - - - - (03) (03)
At fair value through income statement (16) - - - - - {16)
Bonds - - - - - 3107 3107
Asset-based secuntised financing 104 - - - - - 04
Cash flow hedges (41) (16) (35 (2.3) (27) {15) (257)
Interest rate swap in relation
to GBP denominated bonds - - - - - (40) {40)
Foreign currency swaps in relation
to US$ denominated bonds - - - - = (1072) (107 2)

The following table demonstrates the sensitivity to a reasonably possible change in interest 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

Increase/  Effect on profit

(detrease} n before tax

basis pourts £m

2009 16/(16) (03)/03
2008 146/(146) (28)/28

Foreign currency nsk

The Group has exposure to foreign currency risk where it has cash flows in overseas operations and foreign currency transactions in UK operations which
are affected by foreign exchange movements The Group is not generally exposed to significant foreign currency nsk except in respect of its cash flows in
overseas operations In India which generate exposure to movements in the INR/GBP exchange rates The Group seeks to mitigate the effect of this
exposure by entenng forward currency conitracts (in the form of Non-deliverable Forward Contracts (NDFs)) to fix the GBP cost of highly probable
forecast transactions denominated in INR

It 1s the Group’s polity to negotiate the terms of the hedge denvatives to match the terms of the underlying cash flowsin order to maximise
hedge effectiveness

At 31 December 2009, the Group had cash flow hedges in place against forecast monthly INR costs in 2010 and each year up to and including 2019
These forecast INR costs have been determined on the basis of the underlying cash flows, associated with the delvery of services under signed contracts
which run to 2019

The following table demonstrates the sensitivity to a reasonably possible change in the INR/GBP exchange rate, with all other vaniables held constant,
of the Group's profit before tax and the Group's equity due to changes in the farr value of the Group's forward exchange contracts

Increase/

{decrease}  Effect on profit Effect on

nNR before {ax equity

exchange rate £m Em

2009 4 1% - 99

2008 25% - 63

Hedges

Farr value hedges

The Group has inssue fixed rate dollar and sterling bonds which it has hedged through a combination of interest rate and currency swaps

The Group had an interest rate swap in place with a notional amount of £32 Om (2008 £87 Om) whereby it receves a fixed rate of interest of 7 19%
{2008 weighted average fixed rate of interest & 71%) and pays a vaniable rate based on 6 month LIBOR The swap 15 beng used to hedge the exposure
to changes in the fair value of £32 Om (2008 £87 Om) of the Group's 7 19% (2008 weighted average fixed rate of interest 6 71%) bonds

The Group had in place currency swaps whereby 1t recerves a fixed rate of interest and pays a vanable rate based on 6 month LIBOR The currency swaps
are being used to hedge the exposure to changes in the fair value of £472 8m (2008 £518.2m) of the Group's bonds, which have coupon rates ranging
from 5 57% t0 6.51%

The currency swaps are being used to hedge the exposure to changes in the fair value of its US dollar issued bonds The bonds, currency and interest rate
swaps have the same entical terms including the amount and the date of matunty (see note 23)
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26 Finanaal instruments (continued)

The mark to market movement on currency swaps represents the extent to which the far value of these instrurnents has been affected by the perceived
change in the creditworthiness of the counterparties to those instruments The Group is comfortable that the nsk attached to those counterparties is not
significant and believes that the currency swaps continue to act as an effective hedge against the movermnents in the fair vatue of the Group's 1ssued US$
denominated bonds

The Group may, at its option, upon notice of not less than 30 days and not mare than 60 days, repay at any time all or part of the notes at no more than
the present value of future payments.

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

2009 2008

Assets Labxtes Assets Liabitrties

Forward exchange contracts £m £m £m £m
Fair value 108 - 257 -

The terms of the forward currency contracts have been negotiated to match the terms of the commitments

The cash flow hedges are in respect of hughly probable forecast monthly costs, based on long term contracts that the Group has in place, denominated
in INR upto 2019 These were assessed to be highly effective as at 31 December 2009 and a net unrealised gain of £10 8m (2008 £25 7m) less deferred
tax of £3 Om {2008 £7.2m) was recogrused in equity The net loss recognised on cash flow hedges duning the year was £10 8m (2008 net gain £20 9m)
whilst net gains of £4 Tm (2008 £0 8m) were reclassified to the income statement and ncluded in administrative expenses The tax effect of the net
mavement in cash flow hedges dunng the year was a credit of £4.2m (2008 charge of £5 6m)

Credrt nsk

The Group trades only with recognised, creditworthy third parties It 1s the Group's policy that all clents who wish to trade on credit terms are subject to
credit venfication procedures In addition, recervable balances are monitored on an ongoing basis with the result that the Group's exposure to bad debts is
not significant.

With respect to aredit nisk ansing from the other financial assets of the Group, such as cash and cash equivalents, available for sale financialinvestrments,
mvestment loan, financial assets at fair value through the iIncome statement, investment In a joint venture and certain denvatve instruments, the Group's
exposure to credit nsk anses from default of the counterparty The Group manages its operations to avoid any excessive concentration of counterparty
nisk and the Group takes all reasonable steps to seek assurance from the counterparties to ensure that they can fulfil therr obligations

The Group has a maximurn exposure equal to the camying amount of the above recevables and instruments

The Group has netting arrangements In respect of its transactionial banking facilities resutting in the legal nght of set-off for its overdraft and

cash balances

Liguidity risk

The Group's policy is to hold cash and undrawn commutted facilities at a level sufficient to ensura that the Group has available funds to meet its medium
term capital and funding obligations, including organic growth and acquisition activities, and to meet any unforeseen oblgations and opportunities

The Group holds cash and undrawn commutted facilities to enable the Group to manage its Liquidity risk

The Group monitors its nisk to a shortage of funds using a daily cash management process This process considers the maturity of both the Group's
financial nvestments and financial assets (e g accounts recervable, other financial assets) and projected cash flows from operations

The Croup's objective 1s to maintain a balance between continuity of funding and flexibility through the use of multiple sources of funding including
bonds, bank loans, loan notes, overdrafts and finance leases over a broad spread of maturities to 2018

The table below summanses the matunty profile of the Group's financial liabilities at 31 December 2009 based on contractual payments.

Within B B 8 Between More than
At 31 December 2009 Ve TR Brm Mmoo Oem S m =
Loan notes 26 - - - - - 26
Bonds - - 241 98.2 141 5852 7216
Interest on above bonds 373 373 366 348 327 831 2618
Term debt - 2000 - - - - 2000
Interest on term debt 67 36 - - - - 103
Asset-based secuntised financing 171 - - - - - 171
Obligations under finance leases o1 13 - - - - 14
Currency swaps - - 06 - - - 06
Callable swaps - - 16 64 08 221 309

638 242 2 629 1394 476 690 4 1,2463
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26 Finanaal instruments {continued)

Withn 1B_e2tmm 2Be3tweer| Between Between m;um rota
At 31 December 2008 e Yem o e R o T
Loan notes 37 - - - - - 37
Bonds 1013 - - 273 1050 7208 954 4
Interest on above bonds 389 389 382 364 332 836 2662
Asset-based securtised financing 104 - - - - - 104
Callable swaps 1 - - 1.5 59 235 320

1554 389 382 65.2 1441 8279 12697

In addition to the above the Group has available to it a Rolling Credit Faciity (RCF) of £245m, of which £nil had been drawn down as at 31 December
2009 (2008 £nil drawn down) These funds are avatlable for the Group’s immediate use

Caprtal management

The pnmary objective of the Group's capital management is to ensure that it maintains a strong credit rating and healthy capital ratios to support its
business and maximise shareholder value The Group has covenanted to mantain a specified consolidated leverage ratio and a consolidated net interest
expense coverage ratio, the terms of which have been adhered to dunng the year

The Group manages its capital structure, and makes adjustments to it, in the light of changes in economic conditions To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, return caprtal to shareholders or 1ssue new shares No changes were made in the
objectives, policies or processes dunng the years ended 31 December 2009 and 31 December 2008

The Group does not set a target level of geanng but uses capital opportunistically to add value for shareholders The key discipline adopted by the Group
15 to widen the margin between the retum on capital employed and the cost of that capital as shown in the business review on pages 25 and 33

The table below presents quantitative data for the components the Group manages as capital.

2009 2008
Em £m
Shareholders’ funds 4662 3969
Bank overdraft - -
Cash in hand (1815) (867)
Unsecured loan notes 26 37
Obligations under finance leases 14 -
Bonds 7205 9531
Term debt 1980 -
Currency and interest rate swaps (139.3) {274 3)
At 31 December 1,067 9 9927
27 Authonsed and 1ssued share caprtal
2009 2008 2009 2008
Million Miltion £m £m
Authonsed
Ordinary shares of 2'/15p 9677 9677 200 200
Allotted, called up and fully paid
Ordinary shares of 2'/15p each
At 1 January 621.2 6090 128 126
Issued on exercise of share options 34 122 01 0.2
At 31 December 6246 621.2 129 128

Dunng the year 3 4m (2008 12.2m) ordinary 2'/15p shares with an aggregate nominal value of £0 Im (2008 £0.2m) were issued under share option
schemes for a total consideration of £151m (2008 £357m)

2009 2008 2009 2008
Treasury shares Milson Milbon £m £m
Ordinary shares of 2'/15p
At1 January - - - -
Shares repurchased - 104 - 02
Shares transferred to Employee Benefit Trust - {10 4) - (02)
At 31 December = - = -

In 2008, the Group purchased 10 4m ordinary 2'/15p shares with an aggregate nominal value of £0.2m at a total cost of £68 4m for which it paid cash at
an average cost per share of £6.58 There were additional expenses of acquinng the shares of £0 4m in that year These shares were transferred from
treasury to the Capita Employee Benefit Trust
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27 Authonsed and 1ssued share capstal (continued)

2009 2008 2009 2009
Employee Benefit Trust shares Million Milbon £m £m
Ordinary shares of 2'/15p
At 1 January 104 - 02 -
Shares transferred from treasury - 04 - 02
Shares allotted in the year (25) - - -
At 31 December 79 104 02 0.2

The Group will use shares held in the Employee Benefit Trust {EBT} in order to satisfy future requirements for shares under the Group's share option and
long term incentve plans Dunng the year the EBT allotted 2 5m ordinary 2'/15p shares with an aggregate nominal value of £0 05m to satisfy exercises
under the Group's share option and long term incentive plans The total consideration recerved in respect of these shares was £9 8m

The Group has an unexpired authonty to repurchase up to 10% of its issued share capital

28 Share based payment plans
The Group operates several share based payment plans as follows

Deferred Annual Bonus Plan

This schemne 15 applicable to Executive Directors and Drvisional 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 contaned i the Directors’ remuneration report) and
Matching Shares The value of Deferred Shares is determuned by the payout under the Annual Benus Scheme half of the annual bonus 1s paid in cash and
the remainder 1s compulsonly deferred on a gross basis into Defesred Shares. The Deferred Shares are held for a period of 3 years from the date of award
during which they are not forfeitable, except in the case of dismissal for gross misconduct.

A conditional award of Matching Shares is made at the same time as the award of Deferred Shares Participants will be eligible to receve upto 1.5
Matching Shares for every Deferred Share Matching Shares will vest after the 3 year holding period to the extent to which performance conditions have
been met. 33 3% of the Matching Shares will vest if growth in the Company’s earnings per share (EPS) is equal to growth in the UK Retail Price Index (RPI)
plus 6% per annum, nsing 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 condition attached to the awards may be amended by the Group Remuneration Committee, a sub-committee of the Group
Board, frorm time to time, subject to the new condition being no less demanding than the onginal condition

The Committee has considered the targets that were set for previous awards made under this scherme and believe in light of current market conditions
and the further challenges that this represents that the vesting condrtions for matching awards made in 2010 will be such that 33.3% of the Matching
Shares will vest if growth in the Company’s earnings per share {EPS) 1s equat to growthin the UK Retail Price Index (RPI} plus 4% per annum, rising ona
straight-line basis to 100% vesting if growth in the Company’s EPS is equal to or greater than growth in the RPI plus 14% per annum

Long Termincentive Plan (2008 LTIP}

The 2008 LTIP was approved and adopted at the AGM on 6 May 2008 The vesting of awards made during 2009 will depend on share price growth and
EPS growth targets measured over a 3 year period An award will not vest if the Capita’s average share price at the date of vesting is below the average
share price at the date of grant This scheme is open to all serior employees and shares will vest according to performance cnitena The number of shares
which will vest 1s dependent upon the Company's EPS growth exceeding RPI growth by 4% and on banding within the scherme

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 2 equal
tranches of 600,000 options The critenia were the same for each of these grants and therefore both tranches had performance periods that ended on

31 December 2006 The exercse 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 exerse prices were £3 48 for the 2002 award and £4 74 for the 2004 award This feature ensured that partiapants only gained if the share
prce out-performed the index. Options became exerasable, over the performance penod, subject to the growth in the Company's EPS exceeding certain
targets as follows

As growth in the Company’s EPS over the 3 year pencd to 31 December 2006 exceeded RPI growth by 17 6%, 100% of the options vested (representing
1,200,000 shares per partiapant) and became exeraisable on 25 November 2007

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

Long Term Investment Plan (LTIP)

Awards under the LTIP were structured either as Restricted Share Awards or Indexed Performance Share Appreciation Rights (IPSARSs) The last Restncted
Share Awards and awards of IPSARSs vested in full in May 2001 and 2003 respectively The performance requirements were met in full on those dates
and the IPSARS are exercisable at £169 No further awards were made under the LTIP and only 1 award of IPSARS was made

1997 Executive Share Option Scheme

This scheme 15 open to senior employees other than Executive Directors and Divisicnal Executive Directors The exercise price of the options 1§ equal to the
market price of the shares on the date of grant. Options granted under this scheme become exercisable if the growth in the Company’s EPS exceeds the
growth in RPI by 8% over the 3 year vesting penod from the date of grant. The contractual bfe of each option granted is 7 years. There are no cash
settlement alternatives

Capita Sharesave Scheme

This is an employee Save As You Eam scheme open to all Capita employees Under this scheme, employees are granted share options ata
discount to the market price at the date of grant. The discount 1s currently il (2008 nul, 2007 i, 2006 nil, 2005 10% and 20% prior to 2005)
The options become exercisable for a 6 month penod following completion of a 3 or 5 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 3t December 2009 was £9 8m
(2008 £9 2m), all of which arises from equity-settled share based payment transactions

SIUNODTY
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28 Share based payment plans

The following table illustrates the number and weighted average exerase prices (WAEP) of, and movements in, share options duning the year (excluding

Deferred Annual Bonus Plan, LTISAS and IPSARS), which are shown separately

Share options (1997 Executive Share Option Scheme and Caprta Sharesave Scheme}

2009 2009 2008 2008

Millon WAEP Milbon WAEP

Qutstanding as at 1 January 141 £505 206 £454
Granted dunng the year 20 £677 16 £7 04
Exercised (55) £411 67) £3 88
Forferted (o7) £628 (13) £565
Expired during the year ()] £4 53 {01) £4 57
Qutstanding as at 31 December’ 98 £618 141 £505
Exercisable at 31 December 23 £360 33 £329

TIncluded within this balance are options over 0 1m (2008 0 Bm) shares that havenot been recognised in accordance with IFRS 2 a5 the options were granted on or before 7 November 2002,

These options have nat been subsequently moddfied and therefors da net need to be accounted for in accordance with IFRS 2

The options have been exercised on a regular basis throughout the year and the weighted average share price during the year was £7 16 (2008 £6 76)

2008 LTIP
2009 2009 2008 2008
Million WAEP Million WAEP
Qutstanding as at 1 January 18 - - -
Awarded during the year 20 - 19 -
Forferted (0.2) - (01) -
OQutstanding as at 31 December 36 - 18 -
Exercisable at 31 December - - - -
LTISAS
2009 2009 2008 2008
Millon WAEP Million WAEP
Qutstanding as at 1 January 11 474 35 £432
Exercised - £474 (24) £412
Outstanding as at 31 December 11 £474 11 £474
Exercisable at 31 December 11 £474 1 £474

The weighted average price of options exerased in 2008 was £7 16

Under the LTISAS scheme two tranches of 600,000 share options have been issued to each partiapant in the scheme Both were deemned to have been
granted in November 2002 The first tranche, totalling 5,400,000 share options, was awarded and issued 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 November 2004 when the share pnce

was £3.51 Both tranches of share options became exeraisable on 25 November 2007, with a weighted average exercise pnce of £4 11

IPSARS
2009 2009 2008 2008
Millon WAEP Millon WAEP
Outstanding as at 1 January - - 24 £169
Exercised - - (2 4) £169

Qutstanding as at 31 December - - -

Exeraisable at 31 December - - -

The last of these options were exerased at a weighted average pnice of £6 8110 2008

The total cash value of the Deferred Shares awarded dunng the year under the Deferred Anrual Bonus plan, discussed above, was £15m (2008 £17m}

The Matching Shares allocation in respect of the 2008 awards under this plan charged in 2009 was £0 5m (2008 £0 6m})

The weighted average fair value of options granted dunng the year was £2 62 (2008 £2 69) The range of exeraise prices for all options outstanding

at the end of the year was £2 50 to £7 33 (2008 £188to £7 33)
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The far value of equity-settled share options granted i1s esmated as at the date of grant using a multiple smulation option pricing valuation model,
taking into account the terms and conditions upon which the options were granted The following table ists the inputs to the model used for the years

ended 31 Decemnber 2009 and 31 December 2008

2009 2008
Dradend yield (%) 21 188
Expected share price volatility {%) 2653 22138
Risk free interest rate (%) 225 462
Expected bfe of option (years) 31 310
Weighted average share price of options granted during the year £3 20 274

The expectad life of the options 1s based on histoncal data and 1s not necessarily indicative of exercise patterns that may occur The expected volatility
reflects the assumption that the histoncal volatility 15 Indicative of future trends, which may also not necessanly be the actual outcome |n addition, within
the 2008 LTIP 1s an average share pnce floor under which the share award will not vest. This floor 15 based on the Company’s average share pnce at the
date of vesting No other features of options grant were incorporated into the measurement of fair value

29 Additional cash flow information

Reconaliation of net cash flow to movernent i net funds/ (debt)

Net debt at Net debt at

1 " 2005 Cashflow MNon-cashflow  31December

2009 (exc, cash) movements movements 2009

£m £m £m £m £m

Cash and cash equivalents 867 - 948 - 1815
Cash 867 - o948 - 1815
Loan notes 3N - 14 (03) (26)
Bonds® (953 1) - 1003 1323 {7205)
Term debt - - (197 4) (06) {198 0)
Currency swaps in relationto US3 denominated bondst 2696 - - (1336) 1360
Interest rate swaps n relation to GBP denominated bonds® 47 - - (14) 33
Long term debt - (91) 63 - (28)
Finance leases - (14) - - (14}
Sub-total net debt (595 8) (10 5) 54 (36} (604.5)
Asset based secuntised finance* (10 4) - (67) - (171)
Callable swaps (320) - - 11 {309)
(638 2) (105) {13) 25) (652 5)

1The sum of these iterns held at far value equates to the underlying value of the Group s bond debt of £581.2m (2008 £678 8m)
*The asset based securtisad finance movernent represents the net movernent on the undertying balances with cients.

The aggregate bond farr value above of £720 5m (2008 £953 1m) (disclosed n note 23 - Financial Labilities) ncludes the GBP value of the US$
denorminated bonds at 31 December 2009 To remove the Group's exposure to currency fluctuations it has entered nto currency swaps which effectively

hedge the movement in the underlying bond farr value The mterest rate swap 1s being used to hedge the exposure to changes in the fair value of GBP

denominated bonds

The combined fair value of the nterest and currency swaps, of £139.3m (2008 £274 3m), 1s disclosed n note 17 - Finanaal assets, and in note 23 -

Finanaal habilities

Net debt at Met debt at

1 Janwary n2008 Cahfiow  Noncashfiow  31December

2008 [exc cash} movernents movements 2008

£m Em Em Em £m

Cash and cash equivalents 08 - 859 - 867
Overdrafts {46 1) - 461 - -
Cash (45.3) - 1320 - 867
Loan notes {17) - 33 (53) (37)
Bonds® (4617) - (199.5) {2925) {9531)
Currency swaps ini relation to USS$ denominated bonds® (187) - - 2877 2696
Interest rate swaps in relation to GBP denominated bondst a1 - - 46 47
Finance leases (02) - 02 - -
Sub-total net debt (5263) - (640) {5.5) {595 8)
Asset based secuntised finance* (97 - on - {10 4)
Callable swaps - - - (320} (320}
{536 0) - (647) (37.5) (6382)
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Notes to the consolidated financial statements

30 Capital commitments
At 31 December 2009, amounts contracted for but not provided in the financial statements for the acquisition of property, plant and equipment
amounted to £8 8m (2008 £07m)

31 Contingent Labilitres
(a) The Group has provided, through the normal course of its business, performance bonds and bank guarantees of £41 7m (2008 £51 4m)

{b} Further consideration may be due, dependent on certain performance cnitena, on acquisitions cornpleted by the Group in 2008 up to a maximum
of £82m

{c) Further consideration may be due, dependent on certain performance cntena, on acquisttions completed by the Group in 2009 up to a maximum
of £151m

The Group expects that these payments, if ulirmately due, will be satisfied by the end of 2012
32 Pensions

The Group operates both defined benefit and defined contnbution pension schemes These pension schemes are funded and contnibutions are made
to separate trustee-adrministered funds The assets of the pension schemes are held separately from the Group

The pension charge for the defined contribution pension schemes for the year i1s £30 9m (2008 £26 7m)

In 2009 there was one main defined benefit pension scheme where the Group was the sole employing sponsor- The Capita Pension and Life Assurance
Scheme {Capita scheme) Grouped together under ‘Other schemes’ are smaller arrangements 1 scherne where the Group 1s the sole employing sponsor;
allocated sections of 2 mutti-employer schemes in which the Group 1s a participating employer; an allocated section in an industry wide scherne, and

several schernes to which the Group makes contributions under Admitted Body status to our chents’ defined benefit pension schemes in respect of certain

TUPE employees

For the Admitted Body schemes, which are all part of the Local Government Pension Scheme, the Group wall only participate i the schemes for a finte
penod up to the end of the contracts The Group 1s required to pay regular contrnibutions as decided by the respective Scheme Actuary and as detailed in
each schemes’ Schedule of Contributions In addition, for some schemes, the Group will be required to pay any deficit (as determined by the respective
Scheme Actuary) that is remaining for the notional section of the scheme at the end of the contract.

The assets and babilties of the defined benefit pension schemes (excluding additional voluntary contnbutions) as at 31 December are

Captta Other

scherme schemes Group total
At 31 December 2009 Em £m Em
Scheme assets at fair value
Equities/hedge funds/absoiute returns 307 847 3864
Bonds 1036 334 1370
Property 135 64 199
Insurance contracts 45 - 45
Cash/other 270 38 308
Totat 4503 1283 5786
Present value of scheme Liabilities (4571) {153 4} (610.5)
Net Liability (6 8) (251) (319)

Capita Cther

scheme: schemes Group total
At 31 December 2008 £ £m Em
Scheme assets at fair value
Equities/hedge funds/absolute retums 2066 683 2749
Bonds 667 299 966
Property 159 65 224
Insurance contracts 32 02 34
Cash/other 254 47 309
Total 3178 1096 427 4
Present value of scheme liabilres (320.2) (1317) (4519}
Net bability (24) (227) {24 5}

The pension schemes have not invested in any of the Group's awn financial Instrurments nor in properties or other assets used by the Group
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32 Pensions {continued)
The amounts recagnised n the consclidated income statement and in the consolidated statement of comprehensive income for the year are analysed
as follows
scime e Grouptotal
Year ended 31 December 2009 £m £m £m
Recognised in the income statement,
Current service cost 205 27 232
Past service cost 06 - 06
Recognised in ammving at operating profit 211 27 238
Expected retumn on scheme assets (239) 71 (310)
Interest cost on scheme labilities 20.2 82 28 4
Net finance cost included in administrative expenses (37) 11 (26)
Total defined benefit charge 174 38 212
Taken to the statement of comprehensive income
Actual retum on scheme assets 754 163 9Nn7
Less expected retum on scheme assets (239) (71) {310}
515 92 607
Other actuanial losses (106 0) (129) (118 9}
Actuarial losses recogmised in the statement of comprehensive incorme (54 5) 37 (58 2}
Of the total service cost charge of £23 8m in 2009, £18 4m was included in cost of sales and £5 4m was included in administrative expenses.
wime wems Grptota
Year ended 31 December 2008 £m £m £m
Recogrused in the income statement
Current service cost 216 32 248
Past service cost 07 - 07
Recogrused in ammiving at operating profit 223 32 255
Expected retum on scherne assets (256) (95) (3571}
Interest cost on scheme babilities 198 91 289
Net finance cost included in adminustrative expenses (58) {04 (62)
Total defined benefit charge 165 28 193
Taken to the statement of comprehensive income
Actual retum on schemne assets (671) (306) (977)
Less expected return on scheme assets (25 6) {9.5) (351)
{s27) (401) (132 8)
Other actuarial gains 521 326 847
Actuanial tosses recognised in the statement of comprehensive tncome (406) {75 (487)

Of the tetal service cost charge of £25 5m in 2008, £19 8m was included in cost of sales and £5 7m was included in administrative expenses

Pension contributions are deterrmined based on the advice of independent qualified actuanes The Group made a special additional cash contribution
to the Capita scheme of £40m in January 2009 as a result of the outcome of the full formal valuation This was in addition to a special additional cash

contribution of £10m made in December 2008

Formal valuations of the Capita scheme and the FPS scherme were camed out as at 6 April 2008 and 31 March 2008 respectively For the other schemes,

the latest formal valuations were carried out as at either 1 April 2004, 31 December 2006 or 31 March 2007 These valuations are updated by

independent quabfied actuanes at each balance sheet date Scheme 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 current level of expected returns on risk-free
investments (pnmanly government bonds), the histoncal level of the nsk prermium associated with the other asset classes in which the portfolio is
nvested and the expectations for future retums of each asset class The expected retum for each asset was then weighted based on the target asset

allocation to develop the assumption for the expected long term rate of return on assets for the portfolic

SjUNGI3Y
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Notes to the consolidated financial statements

32 Pensions (continued)
Capita scheme Other schermes

2009 2008 2009 2008
Main assumptions % % % %
Rate of pnce inflation 35 27 35 27
Rate of salary increase 45 37 45 37
Rate of increase of pensions in payment!
—mnflation capped at 5% 33 26 33 26
-inflation capped at 2 5% 23 20 23 20
Duscount rate 57 62 57 62
Expected rates of return on scheme assets {net of scherme expenses)
Equities/hedge funds/absolute returns 58to79 56to77 58te79 56t077
Bonds 56 57 49teS7 46t062
Property 51 46 51 46
Insurance contracts 57 62 57 62
Cash/other 09 20 05t009 20
Expected take up of extended Umits of tax free cash due to A day legislation 500 500 500 50 (2

Capita scheme Other schernes’

Post retirement mortality 2009 2008 2009 2008
— Current pensioners PA92 MC (YOB) PAS2 MC (YOB) PA92 MC (YOB) PAS2 MC (YOB)

rated up 2 years,05% p a

minimum improvement

- Future pensioners PA92 MC (YOB)
ratedup 2years,05%pa

minimum improvement

rated up 1year,05%pa
minimum improvernent
PAS2 MC (YOB)

rated up 1year, 0.5% pa
minimum improvement

rated up 2 years, 0 5% pa
minimum improvernent
PA92 MC (YOB)

ratedup 2 years, 0 5% p a
minmum improvement

rated up1year,05%pa
minmum improvement
PA92 MC (YOB)

rated up 1year,05%pa
minimum Improvement

Mortality tables above are independently prepared and published

"There are other levels of pension ncrease which 2pply to partioular penods of membershup
*This does not apply to the Admitted Body Schemes where no allowance for the extended bmits s taken

*This does nat apply to the Admitted Body schemes.

Changes in the present value of the defined benefit pension obligations are analysed as follows

Capita Other

scheme schemes Group total

£m £m £m

As at 1 January 2008 330.2 1535 4837
Current service cost 216 32 248
Past service cost 07 - o7
Interest cost 198 91 289
Benefits paid 95) (28) {123)
Actuanal gains and losses (521) (326) (847)
Contributions by employees 03 13 16
Contract bulk transfers/change in classification of plans 92 - 9.2
As at 31 December 2008 3202 7 4519
Current service cost 205 27 232
Past service cost 06 - (19
Interest cost 202 82 284
Benefits paid (106) (33) {139)
Actuanal gains and losses 1060 129 1189
Contnbutions by employees 03 12 15
Contract bulk transfers/change n classification of plans {01) - {01)
As at 31 December 2009 457 1 153 4 6105

The defined benefit obligation compnises £610.5m (2008 £451 9m) ansing from schemes that are wholly or partly funded




The Capita Group Plc 123

32 Pensions (continued)
Changes in the far value of scheme assets are analysed as follows

wire  shems  Grawtow

£m £m £m

As at 1 January 2008 3505 1376 4881
Expected retumn on scheme assets 256 95 351
Contract bulk transfers/business combinations 9.2 - 92
Employer contributions 344 41 385
Contnbutions by employees 03 13 16
Benefits paid (95) (28) (123)
Actuanal gans and losses {927) (401) {132 8)
As at 31 December 2008 3178 1096 427 4
Expected retum on scheme assets 239 71 310
Contract bulk transfers/business combinations (o) - (01
Employer contributions 675 45 720
Contnbutions by employees 03 1.2 15
Benefits paid {10 6) (3.3) {139)
Actuanal gains and losses 515 92 607
As at 31 December 2009 4503 1283 5786

The total ernployer contnbutions to the defined benefit pension schermes in 2010 are estmated to be £27 6m in respect of the Capita scheme and £4 8m
inrespect of the ‘Other’ schemes

History of expenence gains and losses
2009 2008 2007 2006 2005
£m

£m Em £m £m
Capita scheme
Fair value of scheme assets 4503 3178 3505 3214 2861
Present value of defined benefit obligation {457 1) {3202) (3302) {328 8) {3081)
Scheme surplus/(defict) (68) {2 4) 203 74 (220)
Experence adjustments ansing on scheme Labilities - 3s - 36 (29 3)
Experience adjustments ansing on scherne assets 515 (927) {43) 98 264
Other schemes
Farr value of scheme assets 128 3 1096 1376 1224 1093
Present value of defined benefit obligation {153 4) (1317 (153 5) (1418) (1303)
Scheme defict (251) (221) (159) (19 4) (210
Experience adjustments ansing on scheme Labilities - 287 01 (39) (131)
Experierice adjustments ansing on scheme assets 91 (401) (0.3) 35 125

The cumulative amount of actuarial losses recognised since 1 January 2004 in the consolidated statement of comprehensive income 15 £913m (2008
cumulative actuanal losses of £33 1m) The Directors are unable to determine how much of the pension scheme deficrt recognised on transiion to [FRS

of £77 8m {of which an IFRS transitional adjustment of £67 7m was taken directly to equity} is attnibutable to actuanal gains and losses since inception

of those pension schemes Consequently, the Directors are unable to determine the amount of actuanal gains and losses that would have been recognised
in the consobdated statement of comprehensive income before 1 January 2004

33 Related party transactions
Other than the information disclosed in the Directors’ report and the Directors’ remuneration report (pages 1to 84), the only other related party
transactions requinng disclosure are detals of key management personnel compensation. These details are set outin the table below

Compensation of key management personnel {(excluding Directors of parent company}

2000 2008
Em £m
Short term employrnent benefits 25 21
Share based payments 10 12
35 33

Gains on share options exerased in the year by key management personnel totalled £11m (2008 £2 5m)

SNy
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Statement of Directors’ responsibilities

The Directors confirm that, to the best of their knowledge

a) the consolidated finanaal statements in this report, which have been prepared in accordance with Intemational Financial Reporting Standards (IFRS)
as adopted by the Eurepean Union, IFRIC interpretations and those parts of the Companies Act 2006 applicable to companies reporting under IFRS,
give a true and fair view of the assets, babilities, financial position and profit of the Group taken as a whole and

b) the parent company financial statements in this report, which have been prepared in accordance with United Kingdom Accounting Standards
{UK GAAP) and applicable law, give a true and fair view of the assets, Labslities, financial position and profit of the Company; and

<) the management report contained in this report Includes a fair review of the development and performance of the business and position of the
Company and the Group taken as a whole, together with a descnption of the principal nsks and uncertainties that they face

By order of the Board
Mm QQLD
; i
P R M Pindar G M Hurst
Chief Executive Group Finance Director

24 February 2010
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Independent auditors’ report to the
members of The Capita Group Plc

We have audited the Group financial statements of The Capita Group Plc for the year ended 31 Decemnber 2009 which compnise the consolidated ncome
statement, the consolidated statement of comprehensive income, the consclidated balance sheet, the consolidated statement of changes in equity, the
consolidated cash flow statement and the related notes 1to 33 The financial reporting framework that has been applied in their preparation is applicable
taw and International Financial Reporting Standards (IFRSs) as adopted by the European Urion

This report 15 made solely to the Company’s members, as a body, n accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our audit work
has been undertaken so that we mught state to the Company’s members those matters we are required to state to therm in an auditor's report and for no
other purpose To the fullest extent perrnitted 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 opiruons we have formed

Respective responsibilities of Directors and auditors

As explained more fully in the Directors’ responsibilities statement set out on page 78, the Directors are responsible for the preparation of the Group
financial staterments and for being satisfied that they give a true and fair view Our responsibility s to audit the Group financial statements in accordance
with applcable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's
(APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audnt involves obtaining evtdence about the amounts and disclosures in the financial statements sufficent to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or error This includes an assessment of whether the accounting
policies are appropnate to the Group's arcumstances and have been consistently applied and adequately disclosed, the reasonableness of sigruficant
accounting estimates made by the Directors, and the overall presentation of the financial statements.

Opinion on financal statements
In our apimton the Group financal statements

+ give atrue and fair view of the state of the Group's affairs as at 31 Decermber 2009 and of its profit for the year then ended,
¢ have been properly prepared in accordance with IFRSs as adopted by the European Unson, and
¢ have been prepared in accordance with the requirements of the Companies Act 2006 and Article 4 of the IAS Regulation

Opimon en other matter prescnbed by the Companies Act 2006
In our opinion

« the information given in the Directors’ report for the financial year for which the Group financial statements are prepared i1s consistent with the Group
financsal statements, and

* the infermation given in the Corporate governance statement set out on pages 72-78 with respect to intemnal control and nisk managerment systems in
relation to financial reporting processes and about share capital structures 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to repart in respect of the following

* we have not recerved all the information and explanations we require for our audrt, or

+ a Corporate governance statement has not been prepared by the Company

Under the Listing Rules we are required to review-

« the Directors’ staternent, set out on page 77, in relation to gong concemn, and

« the part of the Corporate governance statement on pages 72 to 78 relating to the Company's complarice with the nine provisions of the june 2008
Combined Code specfied for our review

Other matter
We have reported separately on the parent company financal statements of The Caprta Group Ple for the year ended 31 December 2008 and on the
information in the Directors’ remuneration report that is descnbed as having been audited

M
k V\—>Q ‘ ¥L—> - C p
Nick Gomer {Serior statutory auditor)

For and on behalf of Emst & Young LLP, Statutory Auditor

London
24 February 2010

SUNODY
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Five year summary

for the year ended 31 December 2009

2009 2008 2007 2006 2005
Croup balance sheet Em £m £m £m £m
Non-current assets 15702 1,4888 10325 8625 7835
Current assets 8019 6755 4581 4046 3438
23721 2,643 1,490 6 1,267 1 11273
Liabilities (1.8579) (17641  (1156.2) (9396) {726 4)
Prowision for habilities and charges (48 0) (33) (26) (7 (33)
466.2 3869 3318 3258 3976
Capital and reserves 466.2 3969 3318 3257 397 4
Minonty interests - - - 01 02
466.2 3969 3318 3258 397 6

Group incomne statement
Turnover 26868 2,4414 20733 17385 14355
Underlying operating profit 3577 3209 2N 3 2251 1831
Other operating income/(expense) 02 (0.2) 12 - -
Net interest payable (328) {435) (341) (250) {13 5)
Undertying profit before taxation 3251 2772 2384 2001 1696
Intangible amortisation (281) (18 86) o7 (69) {45)
Arch cru costs (300) - - - -
Imparment - - - - (120)
Callable swaps 1 (320) - - -
Currency swaps (25) - - - -
Loss on business disposal (7.5) - - - -
Taxation (692) (60 8) (625) (535) {458)
Minority interests - - - 01 02
Profit after taxaton 188 9 165 8 166 2 1398 107.5
Basic eamings per share - underlying 3875 3326p 2810p 2310p 18 60p
Basic earmings per share - after non-underlying 3076p 27.26p 27 09p 22.32p 16.28p
Diluted earmings per share — underlying 3842p 3296p 2763p 2256p i8.33p
Diluted earnings per share - after non-underlying 3050p 27 01p 26 64p 2180p 16 O5p
Special dvidend - - 2500p - -
Dwvidend per ordinary share 16 BOp 14 40p 12 00p 900p 700p
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Company balance sheet
at 31 December 2009
2009 2008
Notes £m £m
Fixed assets
Tangible assets S 215 188
Investments 7 4840 4738
Financial assets 6 89 216
5144 5142
Current assets
Trade investments 7 01 01
Finanoial assets 6 20 41
Debtors due within 1year 8 3729 4358
Debtors due after more than 1 year 8 161 2128
Cash 136 5 149
627 6 6677
Creditors amounts falling due within 1 year 9 238 1257
Net current assets 603 8 5420
Total assets less current Labilities 1,118.2 1,056.2
Creditors amounts faluing due after more than 1 year 9 3571 4043
7611 6519
Caprtal and reserves
Called up share capital 1 129 128
Employee benefit trust 12 (02) (0.2}
Share premium account 12 4352 4104
Capital redemption reserve 12 18 18
Merger reserve 12 446 446
Profit and lass account 12 2668 1825
7611 6519

The accounts were approved by the Board of Directors on 24 February 2010 and signed on its behalf by

PR M Pindar G M Hurst
Chief Executive Group Finance Director

SUNCY



128 The Capita Group Plc

Notes to the accounts

for the year ended 31 December 2009

1 Accounting pohices

(a) Basis of preparation

The accounts are prepared under the historical cost corwention and in accordance with applicable accounting standards The accounts comply with the
following new Financial Reporting Standards and Urgent Issues Task Force abstracts issued by the UK Accounting Standards Board (ASB) Adoption of
these standards did not have any effect on the financial position of the Company although in some instances they did give nise to additional disclosures

improvements to Financial Reporting Standards {2008)

in May 2008 the Interational Accounting Standards Board issued its first omnibus of amendments to its standards, pnmarily with a view to removing
nconsistencies and clanfying wording These amendments were adopted by the ASB and issued in December 2008 The adoption of these amendments,
which are effective from 1 January 2009, did not have any impact on the finanaal position or performance of the Company

Amendmentsto FRS 8. Related Party Disclosures

This standard was amended to reflect intemational accounting developments and UK legal changes introduced by the Large and Medium-sized
Comparues and Groups (Accounts and Reports) Regulations 2008 The defirution of a related party has been amended and an exemption 1s only allowed
for transactions entered imto between two or mare members of a group, provided that any subsidiary undertaking that 1s a party to the transaction 1s
wholly owned by such a member

Amendments to FR5 29 Financal Instruments Disclosures —Improving Disclosures about Financal instruments

The amended standard requires additional disclosure about fair value measurement and liquidity risk. Fair value measurements are to be disclosed by
source of mputs using a three level hierarchy for each class of financial nstrument. in addrtion, a reconaibation between the opening and closing balance
for Level 3 farr value measurernents 1s now required, as well as significant transfers between Level 1 and Level 2 fair value measurements

The amendments also clanfy the requirements for liquidity nsk disclosures. This has had no effect on the finanaal statements of the Company as the
Company takes advantage of the exemption allowed by paragraph 2D (b} of FRS 29 not to make these disclosures in its own entity’s financial statements
as the consolidated financial statements include the required disclosures for the Group

Amendmentsto UITF Abstract 42 (IFRIC9) Reassessment of Embedded Derivatives and FRS 26 (IAS 39) Financial Instruments Recognstion and
Measurement - Embedded Derrvatives

These amendments have been issued to ensure that the UK standards are kept in line with the equivalent IFRSs and IFRICs The adoption of these
amendments, which are effective from 1 January 2009, did not have any impact on the finanaal position or performance of the Company

UITF Abstract 46 (IFRIC 16) Hedges of a Net investment ina Foreign Operation

This has the effect of implementing the Intemational Accounting Standards Board's IFRIC 16 into UK GAAP It provides guidance on identifying the foreign
currency nisks that qualify for hedge accounting in the hedge of a net investment, where within the Group the hedging instruments can be held in the
hedge of a net investment and how an entity should determine the amount of foreign currency gain or loss, relating to both the net investment and the
hedging instrument, to be recycled on disposal of the net investment. The Company has no hedges of net investments in foreign operations and
consequently the adoption of this Interpretation did not have any impact on the financial position or performance of the Company

A separate profit and loss account dealing with the results of the parent undertaking only has not been presented as provided by Section 408 of the
Companies Act 2006

{(b) Tangible fixed assets

Depreciation i1s provided on all tangible fixed assets at rates calculated to write off the cost on a straight-line basis over the expected useful lives of the
assets concerned, as follows

Computer equipment 3 -10 years

Furmture, fixtures and equipment 4 -5 years

Leasehold improvements over the period of the lease
{c) Investments

Fixed asset investments 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 iInvestments are reviewed for impairment if events or changes In circumstances indicate the carrying value may not
be recoverable

(d) Pension schernes |
The Company maintains a number of contracted-out defined contribution schemes and contributions are charged to the profit and loss account in

the year in which they are due These schemes are funded and the payment of contributions 1s made to separately administered trust funds The assets
of these schemes are held separately from the Company The Company remits monthly pension contnbutions to Capita Business Services Limited,

a subsidiary undertaking of the Company, which pays the Group hability 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 caprtalsed in the balance sheet and depreciated over the shorter of the lease term and their useful
economic Lives

The finance charges under finance leases and hire purchase contracts are allocated to accounting penods over the period of the lease and represent
aconstant proportion of the balance of caprtal repayments outstanding Rentals due under operating leases are charged on a straight-line basis over
the lease term
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1 Accounting policies (continued)

(f) Deferred taxation

Deferred taxation 1s recognised in respect of all trming differences that have onginated but not reversed at the balance sheet date where transactions
or events have occurred at that date that will resultin an obligation to pay more, or a night to pay less of to receive more, taxation, with the
following exceptions

= provision 1s made for taxation on gans arising from the revaluation (and similar fair value adjustments) of fixed assets, and gains on disposal of fixed
assets that have been rolled over into replacement assets, only to the extent that, at the balance sheet date, there 1s a binding agreement to dispose
of the assets concerned However, no provision is made where, on the basis of all available evidence at the balance sheet date, it is more likely than
not that the taxable gam will be rolled over into replacement assets and charged to taxation only where the replacement assets are sold

provision 1s made for deferred taxation that would anse on remittance of the retained eanings of overseas subsidiarias only to the extent that, at the
balance sheet date, dividends have been accrued as recevable

deferred taxation assets are recognised only to the extent that the Directors consider that it 1s more likely than not that there will be surtable taxable
profits from which the future reversal of the underlying timung differences can be deducted

Deferred taxation s measured on an undiscounted basis at the taxation rates that are expected to apply in the periods in which timing differences reverse,
based on taxation rates and laws enacted or substantvely enacted at the balance sheet date

(g) Foreign currencies

Transactions i 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 babilibies denominated in foreign currencies are transiated at the rate of exchange ruling at the balance
sheet date orif appropriate at the forward contract rate All differences are taken to the profit and loss account with the exception of differences on
foreign currency borrowings, to the extent that they are used 1o finance or provide a hedge against foreign equity investments, which are taken directly
to reserves together with the exchange difference on the camrying amount of the related investments

(1) Natronal Insurance on share option gains
National Insurance on cutstanding share options at the year end has been grossed up and shown as a prowvision and a receivable on the balance sheet.

(1) Financal 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) Derrvative financial instruments

The Company uses dervative financial instruments such as interest rate swaps and foreign currency contracts to hedge risks associated with interest
and exchange rate fluctuations Such denvative financial instruments are stated at far value The fair values of interest rate swaps and foreign currency
contracts are determined by reference to market rates for similar mstruments

For the purpose of hedge accounting, hedges are classified as either far value hedges when they hedge the exposure to changes in the fair value of
& recognised asset or liability; or cash flow hedges where they hedge exposure to vanability in cash flows that is attributable to erther a partiaular risk
associated with a recogrised asset or Liability or a forecast transaction

In relation to far value hedges (e g fixed to floating interest rate swaps held as fair value hedges against fixed interest rate borrowings) which meet the
conditions for hedge accounting, any gain or loss from remeasunng the hedging instrument at fair value 1s recogrised immediately in the profit and loss
account. Any gain or loss on the hedged tem attributable to the hedged nisk is adjusted against the carrying amount of the hedged item and recognised
1n the profit and loss account,

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 meffective
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 finanaal income or finanaal expense 1s recognised or when a forecast transaction
occurs Where the hedged item is the cost of a non-financal asset or non-finanaal hability, the amounts taken to equrty are transferred to the intral
carrying amount of the non-financial asset or iability

If the forecast transaction or firn commitment 1s no longer expected to occur, amounts previously recogrised in equity are trarsferred to the profit
and loss account. If the hedging instrurnent expires or 1s sold, terminated or exeraised without replacement or rollover, or if its designation as a hedge
15 revoked, amounts previously recognised in equity remain in equity untst the forecast transaction or firm commutment ocours

For denvatives that do not quabfy for hedge accounting, any gains or losses arising from changes in fair value are taken directly to the profit and
loss account.

{k) Share based payments

The Companty operates a number of executive and employee share schemes

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are granted and (s recognised
as an expense over the vesting period, which ends on the date on which the relevant employees becorne fully entitled to the award Fair valueis
determined using an option pnang model. In valuing equity-settled transactions, no account 15 taken of any vesting condstions, other than canditions
Linked to the price of the shares of the Company {market condrtions)

No expense 1s recognised for awards that do not uttimately vest, except for awards where vesting is conditional upon a market condition, which are
treated as vesting irrespective of whether or not the market condition 15 satisfied, provided that all other performance condrtions are satisfied

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the extent towhich the vesting peniod has expired and
management’s best estimate of the achuevement or otherwise of non-market conditions, the number of equrty instruments that will ultimately vest
or in the case of an instrument subject to a market condition, be treated as vesting as descnbed above The movement i cumulative expense since
the previcus balance sheet date 1s recognised in the profit and loss account, with a corresponding entry in equity

Subsidiary undertakings of the Company resmburse the Companty through the intercompany account for charges attributable to their employees
partiapating in the Company’s share schemes
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Notes to the accounts
2 Deferred taxation
2009 2008
Em fm
The deferred taxation included in the balance sheet is as follows
Accelerated caprtal allowances {20) (19)
Share based payments 39 34
Cash flow hedges (30) (7.2)
Callable swaps 87 89
Prowvisions 01 06
Included in debtors note 8 77 38
3 Profit attnbutable to members of the parent undertaking
The profit after taxation dealt with in the accounts of the parent undertaking was £167 7m (2008 loss of £41.5m)
4 Dividends
2009 2008
£m £m
Declared and paid dunng the year
Ordinary shares (equity)
Final for 2008 paid 9 6p per share (2007 & Op per share} 588 488
Interirm for 2009 paid 5 6p per share (2008 4 8p per share) 344 29.2
932 780
Proposed for approval at AGM {not recogrused as a liability at 31 December)
Ordinary shares {equrty)
Final for 2009 11.2p per share (2008 9 &p per share) 691 586
5 Tangible fixed assets
Fumdure, Short term
Computer fictures and leasehold
equpment equpmert  mprovermerts Total
Cost
1 January 2009 27.5 08 32 IS
Addtions 64 01 01 66
Disposals (14} {01) {01) (16)
31 December 2009 325 08 32 365
Depreciation
1 january 2009 102 06 19 127
Charge for year 31 01 a3 35
Dispasals (10) ()] {01) (12)
31 December 2009 123 06 21 150
Net book value at
1 January 2009 173 0.2 13 188
31 December 2009 20.2 02 11 215
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6 Finanaal assets
2009 2008
Current £m fm
Cash flow hedges 20 41
20 41
2009 2008
£m £m
Non-current
Cash flow hedges 89 216
89 216
7 Investments
(a) Foced asset investments
Shares n
subswdiary
undertakings
£m
Cost
1 January 2009 4738
Additions 358
Transfers to subsidiary undertakings (256)
31 December 2009 4840

During the year the Company completed an mtragroup transfer as follows. it disposed of Capita Hartshead Limited to Capita Life & Pensions Regulated
Sennices lmited and settled the transaction via intercompany for a consideration £7 9m It also disposed of Caprta Hartshead Solutions Limited to Caprta
Hartshead Limited and settled the transaction via intercompany for a consideration of £17 7m

During the year the Company subscnbed to 2 8 million £1 ordinary shares at a premium of £25 2m in Caprta Fiduciary Group Limited, a subsidiary
undertaking. During the year additional fees of £0 9m were paid inrespect of previous acquisitions

The Company made the following acquisitions during the year for respective considerations of £5 9m (€6 6m} and £1m Capita Fiduciary UK Holdings
Limuted and Capita Finanaizl Administrators {Guemsey) Limited

Proporbon of nommal

Country of regstration value of ssued shares Descnpbion of
Prncipal rvestrients and operation held by the cormparty shares held
Capita Holdings Limited England 100% Ordinary £1 shares
Capita Business Services Limuted™ England 100% Ordinary 1p shares
Capita Trust Company Limited England 100% Ordinary £1 shares
Capita Commercial Insurance Services Lirmited™ England 100% Ordinary £1 shares
BOML Connect Lirmrted® England 100% Ordinary £1 shares
Capita Registrars Lirnited* England 100% Ordinary £1 shares
Capita Resourcing Limited* England 100% Crdinary £1 shares
Capita Symonds Limited* England 100% Ordinary £1shares
Capita Life & Pensions Limited England 100% Ordinary £1shares
Capita Life & Pensions Regulated Services Limited England 100% Ordinary £1 shares
Evolwi Rail Systems Limrted England 100% Ordinary £1 shares
Service Bmrmingham Limited* England 100% Ordinary £1 shares
ComputerLand UK Limited England 100% Ordinary £0 02 shares
IBS OPENSystems (UK) Lmited England 100% Ordinary £1 shares
Synetrix Limited* England 100% Ordinary 10p shares
Capita IT Services Limited (formerly Carillion IT Services Limited)* England 100% Ordinary 1p shares
*Indirectly held,
The actrvities of The Caprta Group Pl undertakings are given on page 138
(b) Trade investments

At 1 January 2009 and 31 December 2009 01
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Notes to the accounts
8 Debtors

2009 2008
Debtors due within 1 year £m £m
Amounts owed by subsidiary undertakings 3237 3776
Taxation recoverable 468 522
Other taxes and social secunity 03 -
Other debtors 07 17
Currency swap - 04
Interest rate swap - o7
Prepayments and accrued income 14 32

3729 4358

2009 2008
Debtors due beyond 1 year £m £m
Prepayments and acaued income 21 18
Deferred taxation 77 38
Currency swap 1030 2031
Interest rate swap 33 41

1161 2128
9 Creditors

2009 2008
Amounts falling due withun 1 year £m £m
Trade creditors 23 29
Other creditors 01 02
Bonds - 3
Callable swaps - 10
Cash flow hedges o1 -
Accruals and deferred income 213 203

238 1257

2009 2008
Amounts falling due after more than 1 year £m £m
Bonds 3255 3734
Interest rate swap 06 -
Callable swaps 309 309
Cash flow hedges 01 -

as71 404 3
The bank overdraft and the bonds are unsecured
10 Deferred taxation
£Em

At 1 January 2009 (38)
New prowvisions in the year {39)

At 31 December 2009 - included in debtors note 8
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11 Share caprtal
2009 2003 2009 2008

Million Million £m £m
Authonsed
Ordinary shares of 2 /15p each 9677 9677 200 200
Allotted, called up and fully paid
Ordinary shares of 2 ¥/15p each
At 1 January 6212 6090 128 126
Issued on exercise of share options 34 122 01 02
At 31 Decernber 6246 6212 129 28

During the year 3 4m (2008 12 2m) ordinary 2 1/15p shares with an aggregate nominal value of £0 1m (2008 £0 2m) were 1ssued under share option
schemes for a total consideration of £15 1m (2008 £35 7m)

Treasury shares
2009 2008 2009 2008
Miibon Millon £m £m
Ordinary shares of 2 Visp each
At January - - - -
Shares repurchased - 104 - 02
Shares transferred to Capita Employee benefit trust - (104) - {02)

At 31 December - - - -

In 2008, the Company purchased 10 4m ordinary 2 '/15p shares with an aggregate nominal value of £0 2m at a total cost of £68 4m for which it paid cash
at an average cost per share of £6 58 There were additional expenses of acquinng the shares of £0 4m n that year These shares were transferred from
treasury to the Caprta Employee Benefit Trust.

Employee Benefit Trust shares

2009 2008 2009 2008

Mithon Millon £m

Ordinary shares of 2 11sp each
At January 04 - 02 -
Shares transferred from treasury - 04 - 02
Shares allotted in the year (2.5) - - -
At 31 December 79 04 02 02

The Company will use shares held in the Employee Benefit Trust (EBT} in order to satisfy future requirements for shares under the Group's share option
and long term incentive plans During the year the EBT allotted 2.5m ordinary 2 1/15p shares with an aggregate nominal value of £0 05m to satisfy
exercises under the Group's share option and long term incentive plans The total consideration recerved in respect of these shares was £9 8m

The Company has an unexpired authorty to repurchase up to 10% of its 1ssued share caprtal.

12 Reserves

Share mﬁ Mesger e e Profit and
premum resarve TBserve shares loss acoount
Company £m £m £m £m £m
At January 2009 4104 18 446 (0.2} 1825
Shares issued 248 - - - -
Share based payment - - - - o8
Equity dividends paid - - - - (932)
Retained profit for the year - - - - 1677
At 31 December 2009 4352 18 446 (02) 2668

13 Reconaliation of movements in shareholders’ funds
2009 2008
£m £m
Profit/loss) for the year 1677 {415)
Dvidends {93 2) (78 0)
745 (195}
Share based payrment 98 9.2
Shares 1ssued 249 357
Share transaction costs - (04)
Shares purchased - (68 4)
Net movement in shareholders’ funds 109.2 {143 4)
Opening shareholders’ funds 6519 7953

Closing shareholders’ funds 7611 6519
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Notes to the accounts

14 Commitments and contingent batxlities
{a) Annuat commitments under operating leases were as follows

2009 2008
Property Other Property Other
£m £m £m £m
Operating leases which expire
In2 to 5 years inclusive 05 - 05 06
Over § years from the balance sheet date 08 - 08 -
13 - 13 06
(b) The Company has guaranteed overdraft and loan faclities of Group undertakings amounting to £245 Om (2008 £245 Om)
15 Borrowings
2009 2008
£m Em
Bank overdraft payable on demand - -
Bonds 2776 a7
2776 3777
Repayments fall due as follows.
Within 1year
Bonds - 1003
Bank overdraft payable on demand - -
- 100 3
After more than 1year
Inmore than 1year but not more than 2 years - -
Inmore than 2 years but not more than 5 years 125 nz27
In more than 5 years 1651 1647
277 6 277 4
Total borrowings and finance leases 2776 3777
The Company has issued guaranteed unsecured bonds as follows
Interest rate Valve
Bond %  Denomnation £m Maturity
Issued 2005
Series A 0.525 above 6m LIBOR GBP 500 28 September 2013
Senes B 0.525 above 6m LIBCR GBP 250 28 September 2015
Total of sterling denominated bonds 750
ussm
Issued 2002
Senes C 647 Uss* 360 20 June 2012
lssued 2006
Senes A 574 Uss* 600 28 June 2013
Series B 588 Uss** 1300 28 June 2016
Senes A 566 uss** 10 13 September 2013
Seres B 581 uss** 740 13 September 2016
Seres C 577 UsSs* 600 13 Septernber 2016
Total of US$ denominated bonds 3710

**The Comparty has entered wito cusrency swaps for the LSS issues to achueve a floating rate of nterest based on 6 month LIBOR. Further disdosure on the Company’s Lise of hedges s ncuded

1N note 26 commenang on page 111
All series are unsecured
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16 Related party transactions
There were no related party transactions that require disclosure in the year

17 Pension costs
The Company operates a defined contnbution scheme

The persion charge for the defined contrnbution scherme for the year was £1.2m (2008 £13m)

18 Share based payment
The Company operates several share based payment plans as follows

Deferred Annual Bonus Plan

This scheme 15 applicable to Executive Directors and Divisional Executive Drectors. 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 1s 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 3 years from the date of award
during which they are not forfeitable, except in the case of dismissal for gross misconduct.

A conditional award of Matching Shares s made at the same time as the award of Deferred Shares Participants will be eligible to receve up to 1.5
Matching Shares for every Deferred Share Matching Shares wall vest after the 3 year hotding period to the extent to which performance conditions have
been met. 33.3% of the Matching Shares will vest if growth in the Company’s earnings per share (EPS) s equal to growth in the UK Retail Price index (RPI)
plus 6% per annum, nsing 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 condition attached to the awards may be amended by the Group Remuneration Committee, a sub-commuttee of the Group
Board, from time to time, subject to the new condition being no less demanding than the onginal conditton

Long Term Incentive Plan (2008 LTIP}

The 2008 LTIP was approved and adopted at the AGM on 6 May 2008 The vesting of awards made dunng 2009 will depend on share price growth and
EPS growth targets measured over a 3 year pertod Anaward will not vest if the Capita’s average share pnice at the date of vesting 1s below the average
share price at the date of grant This scheme s open to all serior employees and shares will vest according to performance critena The number of shares
which wall vest is dependent upon the Company's EPS growth exceeding RPI growth by 4% and on banding within the scheme

Long Term Indexed Share Appreciation Scheme (LTISAS)

The LTISAS was only open to the Executive Directors and the Divisional Executive Directors Under the scheme, partiaipants were provided with 2 equal
tranches of 600,000 options The critena were the same for each of these grants and therefore both tranches had performance periods that ended on

31 December 2006 The exerase 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 exercise pnces were £3 48 for the 2002 award and £4 74 for the 2004 award This feature ensured that particaipants only gained if the share
price out-performed the Index Options became exercisable, over the performance penod, subject to the growth in the Company's EPS exceeding certain
targets as follows

As growth in the Compary’s EPS over the 3 year penod to 31 December 2006 exceeded RPI growth by 17 6%, 100% of the options vested (representing
1,200,000 shares per participant} 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

Long Term Investrnent Plan (LTIP)

Awards under the LTIP were structured erther as Restricted Share Awards or Indexed Performance Share Appreciation Rights (IPSARSs) The last Restricted
Share Awards and awards of IPSARSs vested in full in May 2007 and 2003 respectively The performance requirements were met in full on those dates
and the IPSARS are exerasable at £1 69 No further awards were made under the LTIP and only 1 award of IPSARS was made

1997 Exectitive Share Option Scheme

This scheme 1s open to senior employees other than Exeautive Directors and Divisional Executive Directors. The exercise pnce of the eptions is equal to the
market pnce of the shares on the date of grant. Options granted under this scheme become exercisable if the growth in the Company’s EPS exceeds the
growth in RPI by 8% over the 3 year vesting penod from the date of grant. The contractual life of each option granted 1s 7 years There are no cash
settlement altematives

Caprta Sharesave Scheme

This is an employee Save As You Eam scheme open to all Capita employees. Under this scheme, employees are granted share options at a discount
to the market price at the date of grant. The discount is currently nil (2008 ril, 2007 mil, 2006 rul, 2005 10% and 20% prior to 2006) The options
become exerasable for a 6 month penod following completion of a 3 or 5 year savings peniod There are no performance conditions attached to
these options

The Group expense recognised for share based payments in respect of ernployee services recerved during the year to 31 December 2009 was £9 8m
(2008 £9 2m), all of which anses from equity-settled share based payment transactions. The total Company expense, after recharging subsidiary
undertakings, charged to the profit and loss account in respect of FRS 20 'Share based payment' was £4 0m (2008 £2 9m)
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Notes to the accounts

18 Share based payment (continued)
The following table illustrates the number and weighted average exercase prices (WAEP) of, and movernents in, share options during the year {excluding
Deferred Annual Bonus Plan, LTISAS and IPSARS), which are shown separately

Share options (1997 Executive Share Option Scheme and Capita Sharesave Scheme)

2009 2009 2008 2008

Millson WAEP Million WAEP

QOutstanding as at 1 January 141 £505 206 £454
Cranted dunng the year 20 £677 16 £7 04
Exercised (5.5) £4M 67) £388
Forfeited fon £6.28 (13} £565
Expired dunng the year (01) £4.53 (01) £4 57
Qutstanding as at 31 December’ 98 £618 141 £505
Exercisable at 31 December 23 £3 60 33 £329

Tincluded within thus balance are options over 0 1m {2008 0 8m) shares that have not been recognsed i accordance with IFRS 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 for in accordance with IFRS 2.

The options have been exerased on a regular basis throughout the year and the weighted average share price during the year was £7 16 {2008 £6 76)

2008 LTIP
2009 2009 2008 2008
Million WAEP Milbor WAEP
Qutstanding at 1 January 18 - 19 -
Awarded dunng the year 20 - - -
Forferted {0.2) - {o1) -
Qutstanding as at 31 Decemnber 36 - 18 -
Exercisable at 31 December - - - -
LTISAS
2009 2009 2008 2008
Milbon WAEP Milbon WAEP
Outstanding as at 1 january 11 £474 35 £432
Exercised - £474 (24) £412
Qutstanding as at 31 December 11 £474 11 £474
Exercisable at 31 December 11 £474 11 £474

The weighted average pnice of options exercised in 2008 was £7 16

Under the LTISAS scheme 2 tranches of 600,000 share options have been ssued to each participant in the scheme Bothwere deemed to have been
granted m November 2002 The first tranche, totalling 5,400,000 share options, was awarded and 1ssued in November 2002 when the share price was
£216 The second tranche, also totalling 5,400,000 share options, was awarded in November 2002 and issued 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 price of £4 11
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18 Share based payment (continused)
IPSARS
2009 2009 2008 2008
Million WAEP Million WAEP
Qutstanding as at 1 January - - 24 £169
Exercised - - 24 £169
Qutstanding as at 31 December - - - -
Exercisable at 31 December - - - -

The last of these options were exerased at a weighted average price of £6 8110 2008

The total cash value of the Deferred Shares awarded during the year under the Deferred Annual Bonus plan, discussed above, was £15m (2008 £17m)

The Matching Shares allocation in respect of the 2008 awards under this plan charged in 2009 was £0 5m (2008 £0 6m)

The weighted average fair value of options granted dunng the year was £2 62 (2008 £2 69) The range of exerase pnces for all options outstanding

at the end of the year was £2 50 to £7.33 (2008 £1 88 to £7 33)

The farr value of equity-settled share options granted 1s estmated as at the date of grant using a muitiple simulation option pncing valuation model,
talung into account the terms and conditions upon which the options were granted The following table lists the inputs to the model used for the years

ended 31 Decemnber 2009 and 31 December 2008

2003 2008
Drvidend yield (%) 2N 188
Expected share price volatility (%) 2653 2238
Risk free interest rate (%) 225 462
Expected Lfe of option (years) 312 310
Weighted average share pnce of options granted dunng the year £3 20 £274

The expected Ufe of the options i1s based on histoncal data and is not necessarily indicative of exercise patterns that may occur The expected volatility

reflects the assumption that the historical volatility 1s indicative of future trends, which may also not necessanily be the actual outcome In addition,

within the 2008 LTIP 15 an average share price floor under which the share award will not vest This floor 1s based on the Company's average share pnce

at the date of vesting No other features of options grant were incorporated into the measurernent of far value
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Principal Group investments

Capita Business Services
Providing an integrated range of business process outsourcing and professional services to clients in the UK and Ireland

Capita Commeraat Services
Market leader in providing outsourced administration and support services to the generalinsurance sector and affinity partnerships

Caprta Symonds
Prowviding a comprehensive range of project management, telecommurucations engineenng and construction related consultancy services.

Capita Registrars
Share registration and employee share scheme administration services.

Capita Trust Company
Corporate trustees and providers of trust and administration services

Capita Life & Pensions
Administration and customer services for Lfe and pensions operations

Capita Life & Pensions Regulated Services
Administration and customer services for Lfe and pensions regulated operations

Service Birmingham
Joint venture set up to support Birmingham City Counail’s transfoermation plan

Capita Resouraing
Employee recruitment services

Evolvi Rail Systems Limited
Business travel software provider

CMGL Group Limited
A leading provider of sutsourced claims and insurance management services

Synetrix (Holdings} Limited
Providing managed, fugh bandwidth network senvices

Caprta IT Sernices
Designing, providing and managing networked computing and communication systems
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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 Plc for the year ended 31 December 2009 which compnise the Company
balance sheet and the related notes 1to 18 The finanaal reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice)

This report is made solely to the Company’s members, as a body, in accordance wath Chapter 3 of part 16 of the Comparues Act 2006 Qur audit work
has been undertaken so that we might state to the Company’s members those matters we are required to state to them in an auditor’s report and for 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 thus report, or for the opinions we have formed

Respective responsibilittes of Directors and audrtors

As exptained more fully in the Directors’ responsibilrties statement set out on page 78, the Directors are responsible for the preparation of the parent
company financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit the parent company financial
staterments in accordance with applicable law and International Standards on Auditing (LK and Ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financal statements

An audit involves obtaning ewidence about the amounts and disclosures in the financial statements sufficent to give reasonable assurance that the
financial staterents are free from material misstatement, whether caused by fraud oremror This includes an assessment of whether the accounting
policies are appropriate to the parent company’s arcumstances and have been consistently applied and adequately disdosed, the reasonableness

of significant accounting estimates made by the Directors, and the overall presentation of the financial statements

Opinion on finanaal statements
In our opinion the parent company financial statements

¢ give atrue and fair wew of the state of the Company’s affairs as at 31 December 2009,
» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practce, and
= have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Compamies Act 2006
In our opinion

o the part of the Directors’ remuneration report to be audited has been property prepared in accordance with the Comparnies Act 2006, and

¢ the information grven in the Directors’ report for the financial year for which the financial statements are prepared is consistent with the parent
company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in our opimien

* adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been received from branches not
visited by us, or

« the parent company financial statements and the part of the Directors’ remuneration report to be audited are not in agreement with the accourting
records and retums, or

o certain disclosures of Directors’ remuneration specified by law are not made, or
+ we have not recerved all the information and explanations we require for our audit.

Other matter
We have reported separately on the Group financial statements of The Capita Group Plc for the year ended 31 December 2009

e ~A °\’(—\LL(’

Nick Gomer (Senior statutory auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor

London

24 February 2010
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Useful information for shareholders

e-communtcations for shareholders

Help us communicate with you in a greener,
more efficient and cost effective way by
switching from postal to email
communications Shareholders can receve
important nformation onbine, including
annual and half year reports and notice of
meetings Registering 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
information

« update shareholding accounts online

To register for e-communications, visit
www capita co uk/investorcentre/ecomms

Shareholder enquiries

Shareholders who have questions relating
to the Group’s business or wish to receive
further copies of annual or half year reports
should contact Capita's investor 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
Northern House
Woodsome Park
Fenay Bndge
Huddersfield
HD8 0GA

Tel (UK) 0871 664 0300

{UK calls cost 10p per minute plus network
extras, lines are open 8 30am
to 5 30pm, Monday to Friday)

{Overseas) +44 20 8639 3399

emall ssd@capitaregistrars com
IMAGE Financial calendar
REMOVED Annual General Meeting

11 May 2010

Final Dividend payment

24 May 2010

Half year results

22 July 2010
Registered office Stockbrokers Auditors
71Victona Street Deutsche Bank A G Ernst & Young LLP
Westminster 1Great Winchester Street 1 More London Place
London SW1H OXA London EC2N 2DB London SE1 2AF
Tel 0207799 1525 (14] Soliaitors
Fax 02077931526 Crtigroup Centre Herbert Smith
Registered number 2081330 33 Canada Square Exchange House
Company Secretary Canary Wharf Pnmrose Street
Gordon Hurst London E14 5LB London EC2A 2HS

Share dealing

A quick and easy share dealing service 15 now
avatlable for existing Capita shareholders to
either sell or buy mare Capita Group Plc shares
online or by telephone

For further information on this service or
to buy and sell Capita shares online go to

www capitadeal com or by telephane
0871664 0454 {UK calls cost 10p per minute
plus network extras, bines are open 8 00am
to 4 30pm, Monday to Fnday)

You may donate your shares to charity free

of charge through ShareGift Further details
are available at www sharegift org uk or by

telephoning 020 7930 3737

Dividend reinvestment plan {DRIP)

We offer a DRIP to enable shareholders

to purchase additional Capita shares with
their whole cash divdend These further
shares would be bought in the market cn
behalf of shareholders under a speciat
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
Capita Registrars on 0871 664 0381

(UK calls cost 10p per minute plus network
extras, lines are open S 00amto 5 30pm,
Monday to Friday)

International dividend payment service
Capita Regystrars has partnered with Travelex
to provide you with a service that will convert
your sterling drvidends into your local currency
at a competitive rate You can choose to receive
payment directly into your bank account, or
alternatively, we can send you a currency draft
For further information call Capita Registrars on
0871 664 0385 (UK calls cost 10p per minute
plus network extras, ines are open 9 00am

to S 30pm, Monday to Fnday)

(Overseas) +44 20 8639 3405
e-mail, ips@capitaregistrars com

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 Westmenster Bank Plc
1Pnnces Street

London EC2R 8PB
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A huge thank you to all our clients
and colleagues who contributed
to this report.
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