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There's an ever greater
pace of change in society ?
living in an increasingly
digital, mobile world...

Central government department The nun:lber of 'looked after |

budgets expected to fall by 19% in children’ in England has |

real terms between 2011-2015" increased by 12% since March |
2009 to 68,1103

Local authorities facing 9% real
term budget cuts by 2015/16,
alongside pressure to deliver better
public services 2

Image removed

In 2013, 36 mllion adults (73%) |
in Great Britain accessed the

Internet every day, 20 million
The Directors present the annual report for the year ended 31 December 2013 4
which includes the strategic report, governance and audited Group accounts for more than in 2006
the year Pages 1 to 92 of this annual report compnise a report of the Directors that
has been drawn up and prasented in accordarice with English company law and the
habilities of the Directors in connectson with that report shalt be subject to the
limitations and restrictions previded by such law Where we refer in this report to
other reperts or material, 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 matenals do not form part of this report.




20 million adutts will use therr
mobiles to pay for goods and
services by the end of the decade,
with the value of purchases
tripling from current levels to

£14 2bnin 2018°

Capitaplc | 1

The number of people aged 65+
is projected to nse by 49% in the
next 20 years to over 16 million €

Spend on adult social care in
England increased 19% in real
terms over the 10 years to
2012/13 to £17bn’

Image removed

Access to the intemet using a ! Na"malﬁzd't Office
2 2073 Spending Review
mOblle phone more than dOUbl@d * Department for Education, March 2013
between 2010 and 2013, from * Office for National Statistics, 2013
24% to 53% 4 % Centre for Econormics and Business Research 2013

& Age UK Decernber 2013 and Office for National Statistics 2011
? The Health and Sooial Care Information Centre (HSCIC) 2013
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Consumers of services
are dema nding mUCh Improving customer

. ° service and retention
more, Soorganisations  rrsmsmemss

appropriate data to track behaviours and
trends which help to manage customer

n ee to a a Pt a n ex . contact volume, improve customer
experience, increase retention and drive sales
opportunities and growth We have enhanced

We have grown our ey s

skills and capabilitiesto sz
help our clients meet

these demands...

Image removed

Supporting flexible

service delivery

There 15 a rapid acceleration of online, mobile
and social media use by citizens and
customers This presents a significant techmical
and customer service challenge for
organisations to provide a consistent and
integrated experience across the growing
range of different contact points We are using
our expertise to support this transition across
both private and public sectors

@ see page 29




Increasing productivity

and efficiency

A key part of Capita’s proposition is the large
scale transfer and management of employees
and the delivery of behavioural change

This underpins cur ability to create a working
environment and culture which motivates
employees and maximises productivity,
supporting people through change In 2013,
we enhanced our capability with the
acquisition of UK based tearning and
development specialist business, Blue Sky
(® see page 28

Capitaplc | 3

Working with charities and SMEs

Qur suppliers are an important source of new
ideas, innovation and specialist skills and in
2013, 64% of our supplier base was compnsed
of small and mediumn-sized businesses (SMEs)
We aim to use a diverse range of suppliers and
recognise that working with smaller, local
businesses, social enterpnises and third sector
organusations makes good business sense

(3 see page 49

Image removed

Designing user-centred services

A key element in our service models 1s to
understand the behaviours and motivations of
the end-users of the service Aspartofall
major bids, we undertake customer journey
workshops and research and draw on this
knowledge to create efficient, quality services
which are relevant to those using them

Q see page 27

vod 8anens

3URWBADN

SIUNOIY




4 | Capitaple

We're enabling our

clients to flourish and

give their customers the
best experience possible.
Together we are helping
people and organisations
thrive now and tomorrow,
and this drives our growth...

Image removed

Departrment for Work and
Pensions (DWP)

We are delivering assessments in central
England, Wales and Northern Ireland for
Personal Independence Payment (PIP), the
new disabibity benefit that replaces Disability
Living Allowance (DLA) PIP helps with some of
the extra costs caused by long term ill-health
or a disability and is designed to capture the
impacts of a person’s condition on therr daily
Wife We have worked with dlaimants, DWP,
and a range of chanties and disabibty groups to
create a service which ensures that dlaimants’
needs are at the centre of the

assessment process

BMW

Capita has a contract to manage the first
customer interaction centre for BMW's
prestigious electnc car series, BMW

The Capita team played a fundamental role
m the launch of the snnovatve and industry
leading BMW 13 earlier this year, successfully
managing over 5,000 customer contacts who
have shown an interest iIn BMW | products
We transformed the customer expernence,
nurturing customers through the entire
buying process with a full range of contact
streams including inbound, cutbound, email,
letter and webchat




Staffordshire

County Council

We are delivening a full range of educational
support services for schools and academues
through an innovative partnership, Entrust,
wrth Staffordshire County Counail

Launched in April 2013, Entrust is targeting
sigmificant growth through securing new local
authonty, school, academy and further and
higher education clients across the UK and has
already secured over 240 new service line
customers including over 110 outside of the
Staffordshire region

Fire Service College

In 2012, we were selected by the Departrment
of Communittes and Local Government to
take on the Fire Service College (FSC), the UK's
largest provider of speaialist operational fire
and rescue training We are developing the FSC
into a leading-edge traming facility, using new
technology which will remove the cost and
logistical barners normally associated with
staging complex, physical trawing exercises
involving muttiple emergency services

The acquisitron of immersion and gamification
business, G2G3, 15 bringing valuable innovation
to the FSC

Capitaple | 5

Southampton City Council

Working with Southampton City Council, we
are addressing the changes in the way in which
citizens are accessing services We are
introducing the latest )nnovation In customer
management and ICT and providing residents
and businesses with increased access to online
services which support the Council’s long term
goals and generate significant savings

Image removed

02

We are supporting Telefénica UK {O2) in
enhancing and expanding digital services for
Its customers As part of our 10-year strategic
partnership, Capita is running and managing
02's customer management centres We are
designing services around customers’ evolving
needs, introducing new capabiliies quickly and
ensunng a continued focus on excellent
customer expenence
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The way that we operate
and manage our growth
through our consistent
business model, drives our
financial performance and
supports our business goal
of delivering long term value
to all our stakeholders...

Image removed

Capita is the UK's leading provider of
customer and business process management
(BPM) services. We play a key role in our
clients’ operations, delivering their customer
management, administration and
professional support services.

This strategic report explores our business
strategy and model, and reports on how we
are performing against our goal of delivering
value to all our stakeholders.




Our strategy

In operation Capita’s target markets.

We deliver this strategy through our
efficient, profitable business model which
enables us to deliver effective services

for our clients and their customers

Qur growth 1s underpinned by strong
leadershup and a responsible and robust
approach across finance, operations, all
our relationships and nsk management

Qur consistent business model

Business model

Capitaple | 7

Our business strategy is to continuously grow
our operations in a controlled manner across all

This consistent, disciplined approach
to achieving sustainable growth and
double digit Group operating margins
allows us to meet our business goal of
delivering value directly and indirectly
to all our stakeholders our clients,
employees, shareholders, suppliers and
the communitres in which we work and
deliver services

Delivering sustainable, profitable growth ® seepage1s

1. Targeting 2. Building 3. Creating 4, Securing
growth capability innovative organic
markets and scale solutions growth
(® see page 16 @ see page 22 () see page 27 (3 see page 30

« praviding BPM services « extensive resources, »market leading clent * transformational
to 11 dverse markets skills and services responsive solutions long term contracts
across the UK public and «on, near and offshore « IMproving service providing high visioility
private sectors delivery infrastructure outcomes and of future revenue
-enhanang and diversifying reducing costs » shared service platforms
via acquisition « single services
Strong leadership and robust processes  see page34
5. Effective 6. Strong 7.Operating 8. Flexible
controlsandrisk  financial discipline responsibly operating
management @ see page 40 @ see page 46 structure
(® see page 35 @ see page 52
Business goal
Delivering
value for all our
stakeholders
Clients Employees  Shareholders Suppliers Communities
(@ see page 15 (3 see page 47 @ seepage 44 ( seepage 49 3 see page 51
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2013 performance

2013 performance

2013 was a year of strong sales,
operational and financial
performance. We accelerated our
organic growth, sustained good
cash generation and are reporting
record underlying profits for the
25th successive year.”

Paul Pindar*

“The UK market for customer and
business process management
remains very encouraging with
major opportunities broadly spread
across both our private and public
sector markets. This underpins our
confidence in the Group’s long
term growth prospects.”

Andy Parker*

Image removed

Paul Pindar and Andy Parker

* Paul Pindar retires from Capita plc and the Boardon
28 February 2014 and 15 succeeded by Andy Parker as
Chief Executive frorm 1 March 2074




2073 highlights

Delivering sustainable growth
» £3 3bn contract wins (2012 £4 0bn)
81% new/19% extensions

- Secured largest ever contract win by
annual value with Telefonica UK (O2),
£12bn over 10 years

- Highest ever contract win rate of two
in three (by value)

+ Achieved organic growth rate of 8%
(2012 3%)

+ £5 5bn bid pipeline (November 2013
£4 2bn), well dersified across our
target markets

+ £277m’ spent on 13 acquisitions
broadening our operational capability
and market reach

* Swift resolution of two
underperforming areas within our
Insurance & Benefits division

Strong financial performance
» Revenue? growth of 15%

« Underlying operating margin? of
13 4%

« Underlying earnings per share? up
149 to 59 4p

+ Total dvidend up 13% to 26 5p

+ Underlying operating cash conversion
ratio® of 106% (2012 110%)

» Underlying free cash flow? of £312m
(2012 £307m)

Strong start to 2014

« £588m new contract wins to date
including

+ £145m contract with Transport
for London to deliver congestion
charging and traffic enforcement
schemes

« £325m framework cantract for
Scottish Wide Area Network

Caprtaplc | 9

Graph removed

' As previousty announced and excludes investrment in Axelos, Entrust and Fire Service College (public sector
subsidiary partnerships)

2 On an ongoing basis, 2013 numbers excluding the partial sale of our Insurance Distnbution and planned SIP
business closure, see note 4 on page 105 2012 nurnbers have not been restated on this basis

% Adjusted for new pension standard, 14512 {R} Excludes non-underlying iterns detailed in note 5 on page 105
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2013 performance

Overview

2013 was an excellent year for Capita, the
UK’s leading provider of customer and
business process management (BPM)

We secured major sales wins of £3 3bn,
compnsing 81% new business and 19%
contract extensions, demonstrating the
strength of both our service offering and
the buoyant market for cutsourcing in the
UK and Ireland We are seeing particularly
high levels of activity in the private sector,
particularly across utilities, telecoms

and financial services, and also in central
government and the justice market

Strong financial performance

tn the full year 2013, underlying revenue
on an ongoing basis, ncreased by

15% to £3,851m' (2012 £3,352m)
Underlying operating profit? rose by

11% to £516 9m' (2012 £466 7m)

and underlying profit before taxation?
increased by 14% to £475m!

{2012 £4170m) Underlying earnings per
share? grew by 14% to 59 4p' (2012 521p)
We have increased our total dividend for
the full year 2013 by 13% to 26 5p per
share (2012 23 5p)

The majority of our divisions traded well in
2013, with particularly good performance
across our Customer Management

& International, Workplace Services

and Professional Services divisions

Our Property & Infrastructure and IT
Services divisions are improving their
performance with new managerment 1n
place and market conditions becoming
more favourable

Our Insurance & Benefits division has
borne higher than anticipated expenditure
on legacy IT systems Additionally, as
announced in November 2013, we
completed the disposal of some of our
Insurance Distribution operations and
announced the planned closure of our SIP
{Self Invested Pensions} administration
business based in Salisbury

Buring the year, we added further skills
and strengthened our position i key
target markets through the acquisition of
several small to medium-sized businesses
Throughout Capita’s history, this
acquisition approach has enhanced our
mayjor sales propositions and fuelled future
organic growth in new and existing
sectors During 2013, we acquired 13
companies for a total cost of £271m?, in
areas including IT and software, debt
ranagement, anatytics, garmification,
change management and learning

and development

(® see pages 40 to 45

Shareholder returns

Dividends The Board 1s recommending a
final dividend of 17 8p per ordinary share
{2012 15 6p), making a total of 26 5p for
the year (2012 23 5p) representing an
increase for the year of 13% The final
dwidend will be payable on 28 May 2014
to shareholders on the register at the close
of business on 22 April 2014 Including the
proposed final dividend, Capita's total
dividend will have grown at a compound
annual rate of 13% over the five years

to 31 December 2013 Dividend cover is

2 2 umes for 2013

Total shareholder returns Over the 10
year period to 31 December 2013, Capita
has delivered £1 4bn (net of £274m equity
raising n Apnl 2012) to shareholders
thraugh dmdends, share buybacks and a
special dvidend Capita's total shareholder
return over the same penod 15 425%
compared to 115%for the FTSE100*

! On an ongaing basis, 2013 numbers excluding the partial sate of our Insurance Distribution and planned SIP
business closure, see note 4 an page 105 2012 numbers have not been restated on this basis

2 Adjusted for new pension standard IAS19 (R} Excludes non-undertying items detailed in note 5 on page 105
3 As previously announced and excludes investrnent in Axetos, Entrust and Fire Service College [public sector

subsidiary partnerships)
4 Source Citi

Delivering profitable
organic growth

We generate profitable growth by winning
bustness from new and existing custormers
and through acquiring businesses that
enhance our propositicns and broaden our
capability and market reach

2013 was a strong year of sales
perforrnance with 17 new and extended
major contracts secured worth £3 3bnin
aggregate (2012 35 contracts totalling
£4 0bn), representing a two in three win
rate for the Group

2014 has started well with five contracts
worth £588m in aggregate secured

in January and February, including a
five-year contract with Transport for
London worth £145m, and a nine-year
framework contract to deliver the Scottish
Wide Area Network

Buoyant sales outlook for 2014

Bid pipeline The pipeline now stands

at £5 5bn (November 2013 £4 2bn)

and comprnises 25 bids across our target
markets, with particular activity in the
private sector, particularly telecoms

and financial services, and In the justice
market and the wader public sector
Behind the pipeline is an active prospect
list of opportunities, including a number of
bids which are expected to reach shorthist
stage shortly

Our bid pipeline contains all bids worth
£25m or above, with bids capped at £1bn
and where we have been shortlisted to
the last four or fewer We announce the
value of the pipeline three times a year
and 1t 1s therefore a snapshot ata
speaific point In time

() see page 32

Contract rebids We have one material
contract up for rebid in 2015 {ansing from
a recent acquisition} and then no further
material rebids for the next five years
(defined as having forecast annual revenue
in excess of 1% of 2013 revenue)




Major contracts

Capitaplc | 11

17 contracts worth £3 3bn in aggregate won in 2013

Contract Details

Telefénica UK (02) A10-year strategic partnership to deliver customer management services Bulding on our existing long term
partnership, we will manage O2's customer service centres and support O2 as it enhances and expands its digital
service offenng This relationship 1s worth c£1 2bn and commenced on 1 july 2013

Cabinet Office/Axelos  Selected by the Cabinet Office to jointly deliver and commercialise the Government's portfolio of project and T
management training tools The partnership, now branded Axelos, 1s anticipated to triple current revenues of
¢.£40m pa by year 10 and became operational from 1 January 2014

Carphone Warehouse ~ Contractto provide all Carphone Warehouse's non-store customer contact in a number of different areas across the

London Borough of
Barnet

Civil Service Learning
agreement

National Asset
Management Agency
(NAMA)

Department of Energy
and Climate Change
(DECC)

Ministry of justice

RWE npower plc
(trading as npower)

Southampton City
Council

Major contracts worth
between £25m-£50m

business and support all aspects of customer service strategy The contract 1s worth c£160m over 10 years and
commenced on 1Apnl 2013

Contract to deliver development and regulatory services incdluding hughways management, planning and
development, regeneration and environmental health and trading standards services The contract 1s expected to be
worth ¢ £154m over 10 years and commenced on 1 October 2013

Extensionto existing contract with the Cabinet Office, worth at least £60m over two years to end March 2016

Appointed as pnmary and special loan servicer on the NAMA loans acquired under the NAMA Act 2009, previously
managed on behalf of NAMA by the special liquidaters, Insh Bank Resolution Corporation (IBRC) The contract 1
worth around £69m over four years

Selected by DECC for the smart meter communication licence, responsible for the effectve overall managerent,
implernentation and evolution of the data and communications infrastructure and service The amangement 1s
expected to generate revenues to Capita of c£175m over 12 years (with an option to be extended for a further

SIX years)

Selected as preferred bidder for the new electronic monmtoring and field support servces contract and also the role
of overall services and systems integrator Our assessment is that the contract will generate revenues to Capita of
sorme £400m over the initial six-year contract term, based on the anticpated increase in the use of tags beyond the
current numbers of monitored indnaduals The new senice 1s expected to start later in 2014 following a
mobilisation pencd

Secured a partnership to provide both front office custorner management and back office services Capita will take
responsibility for part of npower’s custormer service operation and deliver a business transformation programme
that wall enhance customer service for npower’s domestic business The contract 1s expected to be worth c£120m
over seven years and commenced in February 2014

Awarded an extenston to our existing 10 year strategic partnership, which onginally commenced in October 2007,
by a further five years to September 2022 The extension of the contract will generate additional revenue to Capita
of approximately £124m

We have secured contracts worth a total of £381m, including wath the Departrnent for Work and Pensions {(DWP),
Croydon Council, Scottish Power Energy Retail, Unversity of Strathdyde and the Department of Communications,
Energy and Natural Resources in Ireland

For further details on our contract wins, visit

& www capita co uk
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2013 performance

Market update

We operate predominantly in the BPM
market in the UK and Ireland, a market
with significant growth potental
Having diversified our activities over
11 distinct markets and with a growing
prvate sector footprint, we have an
increasing ability to move across our
markets to focus on the most active
and interesting ones to fuel continued
strong growth

(® see page 16

Enhancing capabilities and
broadening our reach
through acquisitions

The strength of our offering is a result

of the proactive development of the
Croup’s capability and infrastructure,
both internally and through selective
acquisition, ensuring that we have

the night resources in place to deliver
taifored service models for our clients

In 2013, we acquired 13 companies for

a total cash consideration of £271m
These organisations are also enhancing
our sales propositions, helping to address
our clients’ challenges and creating further
organic growth

(3 see page 24

"We have excellent
revenue visibility and the
ingredients in place to
deliver continued strong
growthin 2014.”

Andy Parker

1 As previously announced and excludes investment en
Axelos, Entrust and Fire Service College (public sector
subsidiary partnerships)

Our organisational structure

To further support our clients and the
markets in which we operate, we have
made some further minor changes to our
operational structure for 2014 and from

1 January 2014, we now operate in nine
market facing or service specific divisions
(® see page 52

Cur delivery network now includes

73 multi-service delivery centres in the
UK, the Channel Islands and Europe and
offshore in India, South Africa and Dubai
By offering onshore, nearshore, offshore
or blended service delivery optionsina
time zone that suits our clients, we can
provide maximum flexibility, quality and
cost savings In our sales propositions

( see page 22

Our Board and people

The Board would like to take this
opportunity to thank all our people

for their hard work and dedication

which ensures that we can continue

to delver quality services for clients

Qur employees join us through direct
recruitment, contracts or acquisitions and
therr commitment and enthusiasm play
avital role in helping us to meet client
expectations and sustain our growth

As announced in Novermnber 2013, Paul
Pindar steps down as Chief Executive and
from the Capita Group Board with effect
from 28 February 2014 Paul has playeda
key role in Capita's successful growth since
Joining the Company in 1987, including
22 years as Managing Director and Chief
Executive The Board warmly thanks him
for his significant contribution to the
success of Capita and wishes bim all

the best for the future

In ine with Capita’s senior management
succession plan, Andy Parker, succeeds
Paul as Chief Executive from 1 March
2014 Dawn Marnott-Sims, formerly
Executive Director of Capita's Workplace
Services division, was appointed to the
Group Board succeeding Andy as Joint
COO with effect from 1 January 2014

Following 10 years as Non-Executive
Director, Martina King has deaded to
retire from the Board in May 2014

The Board thanks her for her strong
contnbution to the Board and as Chair of
the Remuneration Committee and wishes
her all future success

Future prospects

2013 was a year of strong sales,
operational and financial performance
We accelerated our organic growth,
sustained good cash generation and
delivered record underlying profits for
the 25th successive year

As a consequence of the sales successes in
2013 and to date in 2074, along with the
acquisitions completed over the previous
12 months, we have excellent revenue
visibility and the ingredients in place to
deliver continued strong growth in 2014
The UK market for customer and business
process management remains very
encouraging with major opporturities
broadly spread across both our private
and public sector markets, as evdenced
by our current bid pipeline Together this
underpins our confidence 1n the Group’s
long term growth prospects




Financial KPls ©

2013 progress against our princtpal financial key performance indicators (KPIs}

Captaple | 13

Key performance indicator Am Context Progress in 2013
. | Mantain steady underlying ~ 'We constantly monitor operating margins
Operatl ng margln operating margins and manage operating costs to keep the 1 3 4(y
©® see page 40 business efficient and cost effective . (0]
2012 139%
H Achieve long term, steady Long term growth in EPS 5 a fundamental
Earnmgs per growthin EPS dnver to increasing shareholder value 5 9 4
share (E PS)1 Board Directors' incentive schernes have . P
EPS targets to align their interests with 2012 521
© seepage 41 those of our shareholders @ see page 78 P
1 Maintain a high level of We focus on secunng timely payment
Free cas h ﬂ.OW operating and free cash flow  terms and cash conversion underpinned by £ 31 2
@ see page 42 providing valued services and mamntaining I I I
an effiaent finance operation 2012 £307m
: Contain net capital This helps us to focus investrment on the
Ca Pltal expenditure {capex} at or opportunities that generate greatest 3 7 (y
expend |tu re below 4% of revenue shareholder value and avoid tying up too . 0
® see page 42 much capital in lang term projects 2012 29%
: Achieve healthy ROCE This reflects the margin between the cost
Return on Capltal which exceeds our cost of our capital and the retums we generate 1 5 5 0/
em p[oyed (R()CE)'| of caprtat by investing 1t In 2014, Board Directors’ R 0O
incentive schemes have ROCE targetsto 2012 15 8%
@ see page 43 align therr interests with those of our o
shareholders @ see page 78
G e arin Maintain a conservativeand  Itisimportant for our chients that we are a
g efficient capital structure, low nisk, stable partner, particulary where 1 2 3
- interest cover with an appropnate level we are delvenng large scale operations on . X
® 43 of gearing their behalf 2012 9 4x
see page
: Y Achieve steadily increasing Group economic profit allows us 1o assess
Economic pl’OfIt Group economic profit whether the retum generated onthe £ 2 1 1
® see page 44 average capital base 1s sufficient to meet I I l
the base refum requrements of our 2012 £207m

mvestors (debt and equity)

1 Adjusted for new penston standard, IAS19 (R} Excludes non-underlying items detailed in note 5 on page 105 and excludes the Insurance Distnbution and SiP businesses 2013

@ This symboel is used to indicate our KPls throughout the report
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2013 performance

Non-financial KPIs®

2013 progress against our principal non-finanaial key performance indicators (KPls)

Key performance indicator AIm Context Progress in 2013
Steadily grow ordinary Demonstrates the financial health of the
SharehOlder va lue dnidends (annual growth business and commitment to creating 1 3 0/
® see page 44 of total dvidends) shareholder value 0
2012 10%
: Continue to develop our Reflects the scale and breadth of our
Cllent resources infrastructure of business offening for chents 73
® see page 23 centres to meet the needs
of our business
business centres
2012 70 business
centres
Annually audnt all strategic A proactive approach to procurement helps
Create s UCCESSfUI suppliers against Capita’s us secure best value goods and services, 1 O O ()/
Supp'jer re[at|0n5h|p5 standards of business which can improve our performance and (0]
 see page 49 that of our chents 2012 100%
Maintain high retention We need to have the nght leadership and
E m P loy ee rate for semor managers skifls to deliver the Group's long term 9 8 O/
resources (divisional directors and growth strategy (0]
. senior management teams) o
— leadership 2012 96%
@ see page 47
Maintain overail employee Gur people are vital to our success in
Em ploy ee retention at or above delivering high quality, efficient services 8 2 Cy
resources industry average' toour clients 0
— skills & flexibility 2012 83%
(® see page 47
c Ontrollin our Continue to measure Although we are a low impact organisation,
g and assess our carbon our aim 1s to manage and reduce our 1 1 O 3 41
envi ronmental foctprint? and minimise environmental impacts and use our ’
. wherever possible resources efficiently
impacts 2012 103,728
® see page 50 (tonnes CO, eq)
H Continue to grow and Our business places us at the heart of the
SU pportl ng our measure our community communities that we operate in and £ 1 8
commun ities investrent annually, using positive relationships are therefore wital N I I l
London Benchmarking to the long term heaith of the business 2012 £18
@ seepage 51 Group methodology m

1CIPD 2003 (88 1%) and 2012 (87 3%)

? Based on latest avalable greenhousa gas emzssions from Defra




Delivering
sustainable,
profitable
growth

Caprtaplc | 15

Image removed

Through our clear, consistent business model we
target the growing customer management and BPM
market in the UK. We steadily develop our capability
and scale, both internally and through acquisitions.
This enables us to provide compelling, valuable
propositions to clients across a growing number of
sectors and to build a sustainable, profitable business.

We focus on the following key areas, as set out in our business model on page 7

1 Targeting growth markets ® seepage16
2 Building capability and scale ® see page 22
3 Creating Innovative solutions ® see page 27

4 Securning organic growth ® see page 30

Image removed
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Delvenng sustainable, profitable growth

1. Targeting
growth
markets

Total potential UK customer
management and BPM market pa

Potential £126bn

Total UK customer management

and 8PM market pa
Today £11.9bn
Public sector 28%
Private sector 72%
£11.9bn
Currently
outsourced

Significant market potential

We operate predominantly in the BPM
market in the UK and lreland, a market
with significant growth potential

In 2013, we commissioned new market
research from Ovum, one of the UK's
leading independent industry analysts
Ovum estimates that Capita's total
addressable market for customer
management and BPM in the UK 1s
£126bn per year, of which only £11 Sbn
was outsourced in 2013 (2012 £11 4bn),
72% in the private sector and 28% in the
public sector

£126bn

Potential market

Ovum's market sizing and methodology
was firstly to identify the composition of
the labour market in the UK Secondly,
assurnptions were made on how big a
proportton of jobs in each occupational
tevel coutd potentizily be outsourced

As it 15 untikely that all job functions
would be outsourced, the following

caps were appled a maximum of

25% for managers and sentor officials
and a maximum of 40% for all other
occupational levels Using vanous sources
of nformation, average salary levels were
then applied Other costs were taken
into account aleng with the assumption
that outsourcing would bring a reduction
In cost base Previous market research
data was provided by another leading
industry analyst organisation following
the same methodology, the change of
research provider followed a review and
benchmarking exercise




Diversifying our business

From our entry point in local government
in 1984, we have consciously diversified
our market reach and now work across

11 disunct public and private markets

Our business model allows us to swiftly
align resources to meet the dermands of
clients across a wide range of sectors and
has helped us to grow from a company
with 320 employees and revenue of £25m
in 1991 when Capita fully bsted on the
London Stock Exchange, to a FTSE 100
comparty with over 64,000 employees
and revenue of £3 9bn in 2013

For the full year 2013, Capita's revenue
was split 52% private and 48% public
sector Having been formed initially in
the public sector, over time we would
expect Capita's revenues to continue to
accelerate in the private sector to reflect
the respective market opportunity
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Competitive landscape

Capita has mantained and grown its
market leading position in customer and
business process management (BPM) over
the past 30 years

Our market share in 2013 was 24 7%
{2012 23 0%) Our win rate i 2013 has
been two in three, clearly beating our
long term win rate of one in three, and
we achieve this by being very selective
regarding the opportunities we bid for
and by creating innovative, value added
client propositions

There 1s a relatively stable st of
competitors that operate in the customer
and BPM space across our 11 target
markets We have deliberately diversified
our markets so that we can maintamn a
high levet of selectivity when assessing
sales opportunities and also to enable us
to shift our focus at times when any one
market bacomes quieter

As we have grown and expanded 1nto new
market areas, we are inevitably seeing
some different competitors who have
historically operated in these markets, for
example, in the justice and emergency
services, health and in the retail, utlities

and telecoms sectors
Expanding our market reach
Pre Post Post >
2000 2000 2010
Local government Financial services Retall, telecoms and utilities
Central government Life and pensions Justice and emergency
Education Other private sector services
Insurance Health Defence
Local government Financial services
Central government Life and pensions
Education Other private sector
Insurance Health
Local government
Central government
Education

Insurance
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Evolution of the BPM market

Demographic, legislative and technology
changes are creating ‘disruption’ to

the traditional relationships between
consumers, citizens and service providers
To meet this rapid pace of social and
economic change, organisations

must decide how best to allocate
resources to optimise and adapt their
frontline and back office actmties
Qutsourcing is Increasingly seen as a key
enabler to facilitate this change, not only
in running a cost efficent operating model
but also 1n adapting and transforming
services to meet the changing needs and
behaviours of people

Evolving client relationships

&S

Scale

service
platforms

Over the last two years, we have seen
some interesting developments in the
way In which we are collaborating with
orgamisations to shape real partnership
models that help them deliver services
which are appropnate over the long

term A significant trend 1s the evolution
of 'transformational partnering’ where
we are designing and creating delivery
models which add value to our private
and public sector clients beyond the
traditional offening of 'improved service at
reduced cost’ Additional client objectives
now often include revenue growth,
ecenomic regeneration and job creation
Contracts are typically underpinned by a
known revenue profile and additionally
structured to support shared growth

and other targets that benefit both the
client and Capita

We can generally categorise major
opportunities into four broad areas,
increasing in scate and complexity as we
move through the matrix shown below

We are uniquely posiioned to provide
differentiated service models which are
more competling to chents and which
increase our chances of winning new
business We see our role as helping
clients find a clear pathway through the
challenges they face and designing and
providing the best possible services for
them and therr stakeholders Our ability
to offer and bid for such a wide range
and complexity of contracts Is a result
of the continual development of our
capability and scale, which helps us

to move into new sectors and gam
competitive advantage

Transformational
paritnenng

-—

Transformational
outsourcing

—

Multi service/
mid-sized

Single / contracts

Client + Chients benefit from Capita’s
. shared platforms, economies of
Objeawes scale and reduced admin costs
Relationship  ° Delivered via Capita on/offshore
truct platforms
« Annual rolt-over, high repeat
rate or secured under medium
contracts of 2-5 years
» Increasingly secured via
frameworks in the public sector
Clent * Flexability and control
. « Specific expertise
selection + Benefit from cost efficient
cntera shared platforms
Best of breed technology

and infrastructure

+ Support demand, transformiation,
cost saving
+ Provide flexibility, introduce

+ Reduce costs
+ Improve services
+improve outcomes

Complexity}

* Increase revenue
* Support economic regeneration
* Improve services

innovation, mitigate/change nisk - Job creation
« Average 5-10 year contract length +BPM contract * Long term partnership
and encreasingly longer « Fixed term {10+ years) » New commercial model/mutual
* On/offshore delivery * Total contract value — fixed - Contracted revenue plus
- Vanilla products and increasingly * Risk transfer EVErgreen Concession
more complex, added value services - KPldnven - Specialist SMEs/subcontractors
» Fixed/variable pnang » Focus an growth
- Expertise Inmultiple workstreams - Financiak stabilsty = Partnenng behaviour
+ Benefit from cost effectrve « Scale economics » Deep market knowledge
shared platforms « 'Referenceability” » Fnancial stability
» Expertise in customer analytics + Cross-sector expenence » Growth track record




We continually look for changes in sector
dynarmics across our 11 target markets
which may create a catalyst for potential
outsourcing opportunities Our newer
market sectors - customer management,
defence, justice and emergency services —
are showing significant potential alongside
our more established market sectors

The rapid increase in digital
communication, Including the rse in use
of mobile technology and social media,

1s having a significant impact on the
behaviour and expectations of people and
consequently our public and private sector
clients need to adapt the way in which
they commuruicate and deliver services
Alongside our existing skills, we have
enhanced our digital, behavioural science,
analytics and change management
capabilities both internally and through
acquisitions to address this need and help
organisations across bath sectors to better
meet their customers’ needs and keep
them at the forefront of their markets

2073 revenue by vertical market

in the private sector, commercial
orgamisations are facing pressure to
mantain their competitive posttion

by driving down operational costs and
introducing new products and services

to market faster, while maintaining high
levels of customer service and retention
Changing legislation, for example in the
financial services, utilities and banking
sectors, is stirmulating increased interest in
our customer and adrministration services
and we are constantly evolving our
propositions to ensure that we can meet
these changing requirements

The public sector 1s facing many similar
dynamics with ongoing pressure to reduce
budgets while maintaining and adapting
frontline services Dermographic changes,
including the ageing population and an
increasing number of children 1n care, are
also creating some specific challenges for
public sector organisations, particularly
local, health and education authorities and
they are increasingly locking to the private
sector to find new service solutions

48%

Public sector % 2013 2012
1 Local government 16 18
2 Central government 10 1
3 Education 10
4 Health 5
5 Justice and 4 3
emergency services
6 Defence 3 1
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Central government has reduced spend
through austenty measures but is still
having to seek further transformation
change to meet the growing needs of
the public sector within ever severe cost
constraints Outsourcing in all its various
models 15 being used to address these
challenges, from traditional cutsourcing
to transfermational partnerships

We antiaipate that there may be a pause
in central government new outsourcing
inrtiatives during the election period in
2015, but we are currently not seeing any
slowdown in bidding activity across our
key government departments of interest
Local government activity is expected to
progress steadily as normal through the
election penod

52%

Private sector % 2013 2012

7 QOther private sector’ 21 26

8 bfeand pensions 13 7

9 Retal, utilties 8 -
and telecoms’

10 Financial services

T Insurance

' Retail, ublities and telecoms previously
reported under other private sector
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Image removed

Our market drivers

In addition to the general trends detailed
on page 19, there are specific drivers

and requirements unique to each of our
11 markets

1 2013 Spending Review

2 2013 Autumn Statement
3 Ovum 2013

* Department of Health

5 National Audit Office

We are seeing a high level of activity in
the central government market where
contracting to private sector partners

Is seert as a well established route to
improving value for money and reforming
frontline services The Government

Is expected to save around £1bn In
2015-2016 by centrabising the purchase
of common goods and services through
the Crown Commercial Service' and we
would also expect to see an increase in
pan-government deals managed by the
Cabinet Office

Local government funding 1s set to fall by
a further 9% from £25 6bn in 2014/15 to
£23 5bnin 2015/16" and local authonities
are therefore becoming increasingly
commercial and open to exploring new
service delivery models The Government
Is due to allocate £3 8bn into a pooled
budget for health and social care services
to work more closely in local areas’ and
this may create demand for specialist
skills to support these new challenges
Another trend 15 the establishment of
‘commusstoning councils’ which are
focused on insight-driven service strategy
and which tend to be neutral regarding
delivery mechanism

One of the key trends in the education
market 1s schools moving outside of local
authonty control, gving thern autonomy
in selecting suppliers for educational
support services Additionally, the
Government will provide funding for up ta
180 new free schools, 20 studio schools
and 20 unversity technical colleges a
year to 2015/16? This 1s coupled with
continued financial pressure, for example,
the schools budget is due tobe cut by a
further 1% in 2015/16, in real terms? and
reforms to higher education funding are
expected o generate annual savings of
£3bn by 2014/15

Financial pressure in the health sector
conttnues to grow with both NHS
organsations and local authorities
seeking efficlency savings There 1s broad
consensus that structural changes are
necessary to fundamentally transform
the way in which services are delivered
The NH5 is subject to a quality,
innovation, preductivity, prevention
{QIPP) programme target of £20bn
productivity savings by 2014/15* and the
extension of the ‘Nicholson Challenge’
efficiency drive from £20bn by 2014—
2015 to £30bn by 2020 and £60bn by
2025 Additicnally, moves by clinical
cornrmissioning groups (CCGs) to procure
‘prime contractors’ to ntegrate services
for entire clinical pathways and the
increased influence that GPs and other
climicians have regarding commussioning
decisions for their patients, are driving
health prowiders to look at alternative
delivery models
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Police and crirme commssioners face the
dual requirernents of increasing police
visibility and reducing costs, with UK
police forces required to achieve savings
of £2 4bn by 2014/15° The Independent
Police Commussion has recommended the
development of a nationat procurement
strategy co-ordinated jointly by the
Minstry of Justice and Horme Office

In this context, we see significant potential
for collaboration between justice and
emergency services providers and

the opportunity to share/merge back
office functions There is also increasing
demand for services under the ntegration
and management (SIAM} framework,
replacing traditional ICT managed service
bids in some sectors such as central
government, local government, justice,
education and health

In the defence market, the Ministry of
Defence (MOD) plans to upgrade HR,
pay, finance and procurement systems by
March 2015 and merge its contracting,
purchasing, and finance systems during
2015-2016° The MOD s facing further
cuts in its core budget for 2013-15 and

1s explonng the role of private sector
organisations to Introduce best practice,
drive down costs and improve efficiency

Life and pensions 15 an increasingly price
competitive market with aggregators and
‘direct to customer” propositions playing

a significant role Providers are focused

on growth opportunities and seeking a
*safe pair of hands’ for legacy and complex
business Firms are seeking guidance on
recent regulatory developments and

how to mitigate the costs of compliance
including the Retail Distnbution

Review and the EU Gender Directive
Automatic enrolment into workplace
pension schemes s also Increasing costs
for providers which they will look to offset
through reductions elsewhere

The highly competitive insurance
Industry is demanding providers to

move swiftly in line with changes in
customer behaviour and market trends
The complex and rapidly evolving
regulatory landscape means that insurers
are increasingly focused on improving
back-office efficiency The outsourcing
of transactional functions, such as claims
handling, to specialist third-parties
enables insurers to focus on the delivery of
higher-value services

The Banking Reform Bill due to come nto
force in early 2014 is Likely to significantly
Increase compliance costs for the wider
financial services industry, specifically
Investment and retail banks There is

the potential for outsourcing to play a
role in helping organisations to improve
operational efficiency and reduce
overheads Retail banks are focusing on
quality of customer service as a means
of retention and as a differentiator

that attracts new customers Recent IT
systern failures highlight the reliance

on outdated legacy technology at a

time when onhine and mobile banking I1s
increasingly important

The retail, utilities and telecoms market
sector is a tughly active area for Capita
with a number of our major sales wins in
2013 coming from this sector Across all
three sectors, changes in the way in
which customers are accessing services 1s
creating significant operational challenges
for providers Inretail, increasing
competition from online stores Is driving
change in the market with internet sales
now representing 10% of the market
There 1s also Increased recognition that
effective, proactive outbound customer
service reduces inbound contact

and improves customer satisfaction

For utilities, increasing regulation and
compliance including the smpact of smart
metering 1s driving the need to improve
both internal efficiency and customer
services In telecoms, there has been

a seismic shift 1n demand and delivery
models to meet changing customer
behaviours Providers are recognising that
ntegrated applications and data increase
the ability to up-sell and cross-sell

to customers

Cenerally across the rest of the private
sector, we are seeing greater emphasis
on customer experience and the role

of digital and social media in improving
and knking existing channels There s a
focus on customer retention, with many
orgamsations looking to specialist third
party prowiders to deliver improvements
nservices Analytics are playing

an increasingly vital role in helping
orgarusations employ their resources
more effectively and supporting customer
retention and sates

vodal 2181815

FIUBLLIBAQT)

SIUNOY




22 | Capitaple

Delvering sustainable, profitable growth

2. Building
capability
and scale

The strength of our sales proposition s a
result of the proactive development of the
Group's capability and scale This ensures
that we have the nght resources in place
to bid for and deliver compelling, cost
effective client solutions, whether it's a
single service in a specific market or a full
transformational partnership combining
multiple objectives and services

We have expanded our capability and
scale over the past 30 years via two
routes internal development and through
our acquisition strategy of acquinng small
to medium-sized businesses

Fuelling growth organically and through acquisitions

Major
sales teamr

identify and bid for
major new opportunities
in new and existing
markets

l

opportunities, and
identifying acquisition

targets in ther
markets

l

Robust central monitoring approvals and pricing

\

Internal development

The successful integration and delivery

of progressively larger contracts, with
common processes and substantial
numbers of transferring employees, fuels
the growth of our aperations and expands
our resources and expertise

Across our divisions, we focus on
developing a combinaticn of the following
core skills and disciplines to deploy into
our target markets

Flexible infrastructure

Effective people management

(® see page 24 Best use of technology
Our internal reporting 1s essential to this Efficient processes
process as It provides a forum for the
leaders of our dwisions and businesses
to share knowledge, skills and ideas
across our offering
® seepage 35
9 divisions. Central
identifying and bidding acquisition team-
for small to medium-sized idenbfying and secunng

organisations to build
capacity and skills,
and expand into
new rmarkets

Managed and delivered by 9 divisions with individual and
shared resources, expertise and infrastructure

Flexible Effective people Best use of
infrastructure management technology
® see page 23 ® see page 24 ® see page 24

Efficient
processes
 seepage 24




Flexible infrastructure
leveraging our delivery network

We have ¢ 400 business sites,
predominantly in the UK, with a steadily
growing network of offices across

the world Alongside this, we have

73 multi-service delivery centres

We leverage our large scale delivery
network which now includes centres in the
UK, the Channet Islands and Europe and
offshore in India, South Afnica and Dubai
By offerng onshore, nearshore, offshore
or blended service delivery options, in a
time zone that suits our clients, we can
provide maximum flexibility, quality and
cost savings in our sales propositions

Multi-service delivery centres

UK, treland & Channel Islands

The majonty of our 64,000 people are
based in the UK, Ireland and the Channel
istands We have 64 multi-service business
centres here We deliver the full life cycle
of services from front end customer
management through to back office
adrministration for our public and private
sector clients

India

Qur business centres in India, where we
employ ¢ 5,000 people, continue to play
an integral role in our offshore offenng
We now have six centres in Murmba,
Pune and Bangalore delivening a range
of services, from simple transaction
processing through to more complex
knowledge based back office functions
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Poland

We have contmnued to invest in and
broaden the services we deliver from our
central European business centre which
we set up in Poland in 2011 This 1s now
fully operational and servicing a number
of existing Capita clients in English

and other core European languages

The 550 seat capacity centre in Krakow
Is located close to the aty centre and
the university with access to a skilled,
multiingual workforce

South Africa

In July 2012, we enhanced our delivery
offering through the acquisition of Full
Circle, a leading contact centre solutions
business based in South Africa and

we have approximately 750 full time
employees in Cape Town We are now
providing new customer management
services for a number of existing clients

We strongly manage our supply chain
across our network of delivery centres
() sea page 49

Image removed
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Effective people management.
harnessing talent and leadership

Our people are critical to our success

It 15 vital that we have the right skills in
place so that we can continue to deliver
high quality services for our clients and
plan for long term growth Over 70%
of our 64,000 staff have transferred

to the Group under TUPE (Transfer of
Undertakings, Protection of Employment)
regulations demonstrating the depth of
our experience of managing complex,
large-scale employee transfers

We track employee retention as one of
our key performance indicators In 2013,
our retention rate for senior managers
across the Group (divisional directors and
senior managernent teams) was 98%
(2012 96%) and our overall employee
retention rate was 82% (2012 83%)

Succession ptanning Is a key element of
our strategy, ensuring that we have the
appropriate resources in place to maintain
stable leadership For further details on
how we manage and motivate

our employees

@ see page 47

Best use of technology
leveraging innovation and scale

Effective technology Is an essential
component of Capita’s offering and

we therefore continually develop our
capability and service offering both
ternally, through selective acquisition
and by establishing miche technology
partnerships To provide maximum
flexibility when bidding for new contracts,
we have the capability to work with,

and enhance, a chient’s existing technical
platforms or we can create entirely new,
bespoke systems depending onthe
destred outcomes Wherever possible,

we migrate and integrate systems onto
shared platforms to optimise our
infrastructure Our IT services business
provides a full range of services — from
off-the-shelf products to full service, on-
site solutions for both external clients and
other Capita businesses and contracts

Efficient processes
effective Integration and transformation

Qur expertise in effectively integrating
and improving business processes is

a result of our extensive experience
and track record of large scale service
transformation We use this to streamline
administration and standardise and
automate processes, using shared
delivery centres and platforrns where
possible We continually evolve our
capability so that we can support and
improve all aspects of a client's back
office administration and front office
customer management

We also apply and leverage our own
experience as a large organisation, with
the associated range of back office
functions, i areas such as procurerment
and property rationalisation Integral to
our offering 1s our highly efficient
operating and financial structure which
ensures that we contain our central
overhead, helping us to remain
competitive while providing added value
propositions We are able to share our
knowledge relating to organisationat
efficiency across market sectors allowing
our clients to benefit from prevailing best
practice and innovatton For further
details on the outcomes we deliver

for our chents

(® see page 28

Acquisition strategy

Small to mediumn-sized acquisitions

have always played a key role in Capita’s
growth We acquire organisations which
enable us to enhance our service offering
and enter and build capability in new
market areas, therefore supporting future
sales opportuniies Our acquisition
approach 1s underpinned by strict critena
and this, together with our extensive
expenence of integrating new companies
nto the Capita model, ensures that we
add real value for shareholders

We target businesses which
Build economies of scale
Strengthen existing market positions
Cenerate sustainable, quality revenues
Access a new custorner base
Create new market opportunities
Add complementary capabilities




2013 acquisitions

In 2013, we acquired 13 businesses
worth a total of £271m, see table

below for further details Over the last
three years, we have made a number

of acquisitions which have guaranteed
positive Investment returns through
delivering significant organic growth, not
only within the existing business but also
playing key roles in enabling us to win
new major contracts

The combination of our existing customer
management expertise with the purchase
of Ventura and Vertex (private sector} in
20M for a total of £105m, has resulted in
Capita securing five new major contracts
in the last 18 months including the £1 2bn
partnership with 02

Gur £150m investment in eight
acquisitions in the justice and secure
services area has created a business
generating annual revenue of £411mn
2013 and capab'e of supporting major
new contract wins, for example, the
electronic monitonng contract with
the Ministry of justice

Our acquisition pipeline contains a
number of interesting opportunities

and we anticipate maintaining total
acquisition spend of £200m to £250m per
annum going forward With an increased
level of organic growth, we therefore
expect our acquisition activity to play a
proportionately smaller part in our overall
revenue growth in future years
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A defined process

Potential acquisitions are identified and
brought to the Group by employees in

our businesses, external consultants or
through a direct approach and all deals are
assessed, priced and agreed by the Board

Stringent due diligence, before and after
acquisition, I1s undertaken at both Group
and business level enabling us to achieve
clear targets for growth, integration
benefits and profit To stmulate growth
and ensure that we can negotiate a
sensible purchase price and terms, we
generally seek target acquisitions that

- have operations and customers
principally in the UK and/or Europe

« fit with our strategy and core
competencies

« generate sustainable, quality revenues
+ can be secured for an attractve price

» are privately owned/preferably not
In an auction, as we aim to acqurre

without competition
Acquisitions
Creating growth through 13 acquisitions n 2013
Capabilities Acquisition Rationale Division Value fm*
Analytics & G2G3 Provider of iImmersion and simulation-based traming for ~ justice & 35+(105)
ga mification industry and the police and emergency serices Secure Services
Eunstix Prowider of data analytics and nsk management Customer 950+(30)
Management
& International
Change Blue Sky Provides learming and development solutions for Workplace 72+ (4 8)
management executive level, field-based and contact centreemployees  Senvices
& learning and KnowledgePool Prowder of leamming managed senvices, including supplier 245
devel opment managerment, trairing and consultancy
Creating Careers Prowder of accredited enline qualifications for the further 240+ (6 0)
education and secondary sectors
Wnte Research Prowider of research and insight-led resourcing 40+(20)
IT & software MLS Prowder of ibrary and resource management systemsto  Professional 165+({40)
the UK education sector Servaces
Northgate Prowvides cloud-based, infrastructure and specialist IT Services 650
managed sernvices to public, pnvate and third sectors
STL Provider of software and ICT to the cnminal justice system  Justice & 61
Secure Services
Parking Eye Prowvider of technology-based car parking services 575
Debt management  QorUK (now Provider of outsourced debt collection servicesto public Customer 420
branded Akiruka) and private sectors Management
& Intemnational
Specialist Cymbio Spewalist consultancy supporting the NHS Health & 70+(375)
consultan Welbemg
ancy Contact Associates  Prowider of a nationwide assessment service enabling 45+(05)

disabled students to access specialist support

*Value in brackets represents maximum contingent consideration
' As previously announced and excludes investment in Axelos, Entrust and Fire Service

College (public sector subsidiary partnerships)
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Robust due diligence

We have substantial experience of
successfully mtegrating acquired
businesses and contracts into the Group
and achieving synergies with our existing
operations Qur values and key processes
are communicated and implemented right
from the start of the integration process
A dedicated project team manages the
transition — bringing financial procedures,
information, 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 efficently and allows us to
generate value faster

Robust acquisition process

- External
Divisional intermediaries
introductions

Revenue in the first 12 months of
ownership by Capita following acquisition
Is reported as acquired growth Post this
pericd revenue is reported within

organic growth

We are committed to generating returns
for shareholders and apply a target of
achieving a 15% post tax return after

12 months integration into the Group and
the majonity of our acquisitions achieve or
exceed this target return

Direct
approaches

N VY7

Central
acquisition
team

l

Detailed due diligence (inc finance, legal, HR, sk etc)
undertaken centrally and with receiving division

Group Board sign-off
Drasional integration process commences

Continuous performance monrtoring
as part of MOB process

2013 disposals

If an area of the business consistently
underperforms or is no longer considered
integral to the Group, we will undertake
adetaled review and dispose or close

the business area as appropnate In 2013,
we completed the disposal of some of
our insurance distribution assets for an
undisclosed sum and decided to close our
SIP (Self Invested Pensions) adrministration
business based in Salisbury, see note 4 on
page 105 for further details




3. Creating
innovative
solutions

Responsive service design Is central to our
major sales offening Our pool of talented
specialists use their skills and expenience
to develop new and innovative ways of
transforming and delivering services,
tallored for each ndividual contract

We design services which are forward-
looking and flexible to changing market
and social conditions, helping us to add
real value to our clents and become an
integral part of their operating models

Our approach:
Listen, create, deliver

We maintain open and detailed
discusstons with our clients throughout
the bid process, which allow us to develop
an in-depth understanding of ther
business and challenges We interact with
milbions of people in the UK every year
and therefore have a deep msight into
customer and citizen behaviour We have
enhanced this insight through investment
In expertise and tools in behavioural
science, analytics, user-centred service
design, multi-channel integration and
responsive digital services

Understanding clients’ goals
and end user behaviour

Whether we are bidding for a government
or private sector contract, we firstly seek
to understand the current and future
requirements of the client and witally, the
end-user of the service The ways inwhich
aitizens and customers access and interact
with services, how they make contact,
payments and purchases, 1s a significant
deterrinant of cost, revenue and loyalty
for public and private sector organisations
We aim to track and positively influence
these behavtours to improve outcomes
for both the end users of the service and
our clients
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We design and create a service model
which will achieve the specific outcomes
established dunng this initial research
phase We also take responsibility

for delivering this new service model
and running the services under long
term contracts, which means that the
models we create are grounded in real
delivery experience

During the bid process we identify the
operational teams who will be responsible
for the contract and transition to ensure
that we have the appropriate skills and
resources In place to deliver against the
agreed plans, whether it's an existing
service or a new greenfield contract

We pull together expertise from across
Capita's divisions with skills covering HR
and transition, process re-engineering,
operational delivery and technology
Where appropriate, we also work

with partners, small to medium-sized
companies (SMEs) and third-sector
organisations to deliver the agreed goals

To maintan a positive and engaging
relationship with our clients, we
continually track performance over time
to ensure that we are improving and
adding value over the life of the contract
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Delivering valued outcomes

We taitor our service models to fit
with the specific outcomes required
by our clients, which wilt typically be
one or a combination of the outcomes
described below

Designing and delivering change

Increased efficiency and
reduced operating costs

With all our major BPM contracts, we

use our scale and expertise to create
efficient operating models which optimise
resources and support the long term
organisational aims of our clients

e

Listen Create
Identifying what theK . / Adopting user-centred
end-customer wants and Deuver techniques to speafy the
aligning vath clients' nght service processes,
objectives communications and
customner contact
Improvements
Delivertng the change through

rapd, aglle and low-nsk methods,
across an integrated operational

Minute-to-mimute
Operational delvery

Live tailonng of multi-channel
services to deliver the nght
contact at the nght time,
based on everything we know
about the custorner, in
that instant

platform across multiple

traditional and digital channels

Week-to-week
Integrated improvernent

Continual anatysis of
operational data to identfy
points of failure, and
application of iterative,
user-centred, multidisaplinary
methods to deliver daily
Improvements

Achieving
positive
outcomes

Quarter-to-quarter
Partnenng for the future

Momtonng changes in
markets, technology and
demographics to identify

opportunities for step change
nnovation, and working
with partners to
implement change

We improve administration by switching
to more efficient technology, leveraging
the Group’s existing technical and

service delivery platforms and taking

out duplicate processes and functions
Where appropriate, we have the ability to
migrate and integrate common systems
and to rationalise premises, delivering
significant cost savings to our clients

We also use our extensive scale to procure
services cost effectively and share these
cost benefits with our clients

Improved customer
service and retention

We support our public and private
sector clients in improving the quality
of customer services at lower cost -
providing aitizens and customers with
simple, easy to use, personalised and
engaging services

We help orgamsations in the private
sector to drive up customer retention
and increase sales with a range of
comprehensive analytics that provide a
detarled insight into the behaviour and
mctivation of their end-users We also use
these tools to support our public sector
clients to effectively manage contact
with aitizens, helping them to direct
resources to the right areas and protect
fronthine services

It 15 becorming increasingly important for
our commercial and government clients
to provide sophisticated multi-channel
contact points and we continually evolve
our capability to ensure that we have the
depth of functions necessary to meet
their requirements




Flexible delivery

We offer clients onshore, nearshore,
offshore or blended delivery options, over
a time frame that suits their organisational
objectives, providing maximum service
flexibility, quality and cost savings

For some clients, a long term defined
contract and cost profile is important

1o support thew long term strategy
Other clients, who face faster
decision-making cycles or seasonality,
require a greater degree of flexibility, for
example, public and private sector
organisations that need to be able to
swiftly increase or reduce scale in line
with fluctuations in demand for services
We can use our shared service centres to
support this, both for admemistration and
processing and also customer
management needs For further details
on our delivery infrastructure

(® see page 23

Benefits from innovation

Simple, easy to use technologles are
revolutionising how customers and
citizens interact with services, making
new demands of service providers to

be more agile and responsive We have
developed a multichannel customer
experience management toolset that
allows us to plug in new social media
channels to complement voice and web
chat interactions, alongside responsive,
user-centred, self-serve mobile and web
services This provides service users with
the simplicity and convenience they need
in each channel, knitted together mto
ccherent, seamless journeys

New insight and analytics tools enable the
personalisation of each individual contact,
riot only to improve engagement, but

also to target up-sell and cross-sell
opportunities for private sector clients and
identify unnecessary contact for public
sector clients We look to proactively
tackle the causes of customer frustration
and preventable and costly customer
contact, helping to direct resources to the
nght areas and protect fronthine services
Our extensive experience In service
delivery has proven that services which
are easy to use deliver downstream
savings, in terms of reduced contact

and improved loyalty and customer
convenience For details on how we
develop our capability and scale

() see page 22

Channel shift and
reduced faillure demand

We can support clients in transitioning to
seamless multi-channel service delivery,
covering the whole range of contact
pomts including ontine, telephone,

emall, social media, web chat, post and
face-to-face We work with chents to
move customers to the most appropniate,
low-cost channel to meet their needs

By leveraging our process and customer
management experience and analytics,
we treat service users as mdividuals,
whether they are consurners or citizens
By improving their expenence and
perception of the service, we reduce the
need for customer service, repeat queries
and complaints - the ‘failure demand’
which 1s costly for the orgamisation

to process
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Revenue growth

We are increasingly creating partnership
delivery models where there 1s a shared
growth objective with our chients In the
public sector, this involves supporting
clients In commercialising existing assets
n order to deliver a growing revenue
stream which benefits both parties

We were selected by the Cabinet Office to
jointly develop, deliver and commercialise
the Government's portfolic of IT
management trarung tools For our
private sector cltents, we can generate
additional sales revenue by using targeted
customer analytics and sales expertise

to increase up-selling opportunities and
improve retention To ensure we are
aligned with clients’ objectives, we can
create financial models which incentivise
revenue growth to the mutual benefit of
both the client and Capita

Commercial certainty and reduced risk

For each major BPM contract, we
commit to a range of contract specific
performance metrics in order to ensure
that we are meeting clients’ expectations
As a result, clients find that outsourcing
actually gives them more control

over support operations as they are

able to directly measure service costs
and outputs

Supporting wider social ams

Our public sector clients, particularly

in local government, face a wide range
of social and demographic challenges,
including factors such as economic
decline, high levels of unemployment,
increased levels of children in care and
ageing populations We work with local
authorities to create partnershups which
can support the achievement of wider
social aims, for example, our partnershup
with Staffordshire County Counail secured
in 2012 and our contract extension with
Southampton City Council, secured in
H2 2013

voda 2i8alens

ERT-TTE 1)

SIUN0DY



30 | Capitaplc

Delivering sustanable, profitable growth

4. Securing

organic growth

Image removed

2013
contract
wins

Image
removed

! For details of the onginal announcements

VISIL Www Capita co uk

% See page 114 for detadls of ous wvestment

n Axelos

Capita’s evolution across a number of
markets has enabled us to develop a
broad-based services business which
generates revenue from multiple clients
and contracts across a wide range of
diverse sectors

The Group’s long term performance 15
primarily driven by our medium to long
term custorner management and business
process management (BPM) contracts
which prowide a high degree of visibility of
future revenues

Our revenue profile

Our revenue profile 1s broadly
comprised of

* Long term multi-service contracts
high quality, recurring revenues
delivered from mulople, integrated
admirustration and customer services
contracts, with a typical duration of
five to 20 years

* Single services annual rollover, high
repeat rate or secured under medium
contracts of two to five years

« Discretionary spend additional services
for existing clients and/or change
control requests

« Transactional activities <10% of revenue
short term projects/contracts for

specific work streams
Feb April May
Carphone Cabinet Office/Axelos? Telefénica
Warehouse Estimated revenue UK (02)
Value

£160m

Duration 10 years New

New

Cabinet Office
(Covil Service Learning)

Value

£60m

Duration 2 years

Extension

£400m  £12bn

Duration 10 years

Duration 10 years
New + extension

London Borough
of Barnet

Value

Image removed

£154m

Duration 10 years
New

University of
Strathclyde

Value

£40m

Duration 5 years
New



Identifying the right opportunities
Gwven the long term nature of major
contracts, it 1s essential for us to pursue
only those relationships that can both
meet clients’ expectations and generate
reasonable returns for Capita This high
level of selectivity, along with our bespoke
chent solutions, underpins our long term
win rate of between onein two and onie
in three In 2013, our win rate was two
inthree

We continue to look for

+ clients with whorm we can build a strong
relationship and deliver real benefits

« defined bid processes with clear
deasion criteria

« opportunities m bine with our core
competencies i service transformation

« far nsk/reward balance and acceptable
contractual obligations

« irmited requirernent for capital
nvestment, unless there is a real value
proposition for Capita
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2013 major sales update

Capita reported ancther strong year in
2013 securing 17 new major contracts
worth a total value of £3 3bn, comprised
of 81% new business and 19% renewals
Contracts were spread across our target
markets, with particular success in central
government, including justice, and in the
private sector where we secured a number
of new customer management contracts

We have reported an organic growth rate
of 8% for the full year 2013 (2012 3%)
as a result of the incremental revenue
from new contracts secured in 2012

and revenue from the 2013 wins which
commenced during the year See our
finance review on page 40 for further
detals on our finanaal performance

Aug

Ministry of Justice
Electronic Monrtonng

Estimated revenue

£400m

Duration 6 years
New

Department of Energy
and Chmate Change
Smart metenng

Value

£175m

Duration 12 years
New

NAMA
Value

£69m

Duration 4 years
New

Image
removed

Novy mmmmp

Southampton
City Council

Value

£124m

Duration 5 years
Extension

npower
Value

£120m

Duration 7 years
New
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Delvening sustainable, profitable growth

Actively replenishing our pipeline
Capita’s pipeline represents our major
bid opportunities which have reached
shortlist stage It provides a far indication
of the health of the outsourcing market
and can be a useful indicator of Likely
future organic growth

Behind our bid pipeline 15 an active
prospect list of opportunities where

the bidding process 1s underway but
where we have yet to reach a shortlist or
final bidding stage This prospect list 15
supported by a ‘suspect list’, relationships
which we are nurturing to generate future
bid opportunities

Fuelling organic growth

Qur bid pipeline 1s subject to clear critenia

» contans contracts of £25m or above

+ shortlisted to the last four or fewer bidders
+ capped at £1bn to prevent very large indwidual

contracts distorting the total

Behind our bid pipeline s a prospect list

of opporturities where significant actrve
engagement 1s underway, but where we have
yet to reach a shorthst or final bidding stage

The prospect list 1s supported by a
‘suspect list’ - relabonships which
we are nurtunng to generate future
bid opportunities

! February 2014

Creating the right bid team

We manage procurements either centrally
or at dwisional level, depending on the
size and complexity of the opportunity
Our major sales team pursues complex,
long term customer management and
BPM contracts, usually valued in excess of
£50m, drawing on Capita-wide resources
to tailor solutions to each client’s
requirements Sales opportunities below
£50m are generally managed by divisional
teams with support from the central
major sales team

On any major sales opportunity, the
central bid team can draw on the
resources from across our dmsional
structure including expertise from our
single service activities The divisionat and
Management Operations Business (MOB)
reporting structure is vital to the flow of
information, expertise and resources to
the sales teams both withwin and across
other dwisions

3 see page 35

Bid
pipeline
£5.5bn’

Number of bids 25

Prospect list
active ‘live’ bids

Suspect list
identified opportunities

Procurement process

The procurement process, especially in
the public sector, can be costly to pursue
and we maintain stringent critena to focus
resources only on opporturities where

we see a real prospect of success If at any
stage we feel that procurement conditions
have shifted significantly or that any of
these critena are no longer met, we will,
after detailed consultation, withdraw from
the process We will not take on excessive
nisk or output-based contracts which are
overly reliant on external factors that are
out of our control

In the private sector, the procurement
process Is determined by each indvidual
client, often working with advisers

We seek out opportunities through
business intelligence and existing
relationships, increasingly, we are also
approached directly by organisations

UK public sector contracts are subject
to a defined procurement process
which can take up to two years to
complete EU policy requires ‘fair and
open competition’ and opportunities
are formally advertised and notified

In addition, under EU competition law,
public sector outsourcing contracts that
are already in place must be offered for
tender when the initial contract and
extension term is complete




Securing appropriate pricing

and contract terms

Our major contracts are long term
commitments !t 1s therefore essential
that our pncing and contract terms are
correct from the start to ensure that

we mantan a mutually beneficial, long
termn relationship which is based on trust
We undertake extensive due diligence

to build detailed service, nsk and pnicing
models We often share these openly with
our prospective chents to ensure that all
our assumptions for delivering successfully
on the project are robust and that the
benefits generated to both parties are
fully understood

To ensure prudent pricing, we clearly
separate responsibilities between

sales teams {client relationships), sales
support teams (pnang and nisk models)
and the Group Board (solution and
pricing approval)

Qur 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
nfrastructure and resources fluctuates,
the pricing will include a vaniable volume-
related element All contracts include a
related basket of indices that reflect the
cost elements of the service (such as wage
inflation indices, CPl and RPI) Qur scale,
multi-country service delivery model and
low central overhead costs help to provide
additional competitive advantage and
enable us to generate reasonable margins
for the Group

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

Typical major BPM bid and contract life cycle

Opportunity
identified * ngztrrzgt
and bid
3-18 months Contract
« creation of bid team re?'lev'\-laal/ Contract
- exploration of dients’ long . extension
term objectives and therr rebid
custorners’ needs
»selution developed in
process with the client,
drawing on Capita-wide
skilis and resources 5-1S year 2-5 years
new contract {stipulated at ongmnal
duration contract award)
(full rebid required with » further adaptation of
public sector contracts) service tC meet new
requirerments

=inour 30 years of

operation we have only
failed to renew four of our
matenal contracts’

* Matenal contracts. defined as generating more than 1% of previous year’s revenue
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Retaining and expanding contracts

As well as secuning new business from
new clients, we work to renew or expand
existing client relationships By achieving
operational excellence, we often secure
addtional business from clients and we
achieve high retention rates as contracts
come up for renewal Over the last 30
years, we have only failed to renew four of
our material contracts (defined as having
forecast annual revenue in excess of 1% of
the previous year's revenue) These include
the London Congestion Charging Scheme,
which we re-won in January 2014, and the
contract to admnister the Disclosure and
Barring Service {previausly CR8) which we
continue to deliver We have one matenal
contract up for rebid in 2015 (ansing from
a recent acquisttien) and then no further
matenal rebids for the next five years'

For further details relating to our
contract wins, visit the media and
Investor centres at

® www capita co uk

5-20 year
contract
duration

» transfer and

transformation
« delvenng service
improvement and

cost savings

* continuous Improvement
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Strong
leadership
and robust
processes

Image removed

A key element in Capita’s business model is the
approach we take to managing and nurturing growth.
Strong leadership and robust processes across finance,
risk management and operations are embedded in
our reporting mechanisms and employee culture.

We focus on the following key areas, as set out in our business model on page 7

5 Effective risk management ® see page 35
| 6 Strong financial discipline ® see page 40
1 7 Operating responsibly ® see page 46

8 Aflexible operating structure ® see page 52

Image removed




5. Effective
controls

and risk
management

Managing our business

Owr flat management structure and
governance procedures promote
accountability and knowledge sharning
across the business This 15 underpinned
by a straightforward and pragmatic
dvisional structure which encourages
entrepreneurship and ensures optimum
service delivery for alt our clients

Our monthly financial and operational
reporting process - the Management
Operations Business (MOB) reviews 1s
the formal channel for this and we also
encourage more informal collaborative
behaviours through our day-to-day
reporting, team working mechanisms
and our incentive structures

Management and governance structure
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Robust, straightforward structure

2013 has seen Capita continue to
grow and diversify 1ts operational and
regulatory footprint tn addition, the
outsourcing sector has seen increased
scrutiny by stakeholders of our ability
to deliver on contractual obligations
We continue to successfully operate
our business, track our performance
and manage the nisks ansing through
our Capita-wide managerment and
governance structures

Qur approach is to provide all levels of
management with a clear line of sight to,
and responsibility for, the performance of
therr particular business, development of
market opportunities and management
of the key nsks These structures develop
over time and 2013 has seen further
enhancernents put into place The core
approach and objective remains the same
to underpin the success of the businesses
as a whole while promoting a culture

of transparency and responsibility at
every level

Audit
: Grou Management
and Risk . — Boarg ) > Operations Business
Committee ) Newbusiness {MOB) Review
gateway ‘Black Hat' -
process
A A A A a
Executive Nominations Remuneration Bids over . .
Level Risk Committee Committee Acquisttions £50m Pre-MOB
Committees Divisional Review
{financial
services and -
non-financial
services)
Divisional Risk,  (mmmmmndy Dmisional < 4 B'a"é"der Business
Compliance and m
Audit Commuttees directors Uit Review
F'S F'S
Bustness Unit Risk Business Uit
Committee Board
Specalist Speaialist

Committee Committee
* Risk « Strategy +Buds * Performance
+ Cornpliance » Business plannmg and performance * Acquisitrons
+Internal Audit » Dividend policy

- Capital management

- Sales and marketing
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Strong leadership and robust processes

Business management

Capita sets an overall Group business plan
based on the Board's strategic direction
and risk appetite, together with the
input of the divisions who remain close
to their markets and better understand
the challenges and opportunities within
them This 1s mirrered in the approach
to acquisitions — some will be criginated
as targets by dwisions to augment their
propositions, some wilt be onginated by
the Executive Board as part of a more
strategic direction for Capita

Every year, individual divisions develop
their own business plans and strategy
which are reviewed and challenged by the
Board before being consolidated into the
Capita-wide plan

Having set the strategic direction for the
business, the Board moritars the ongoing
achievement of these underlying goals
This 1s primarily the responsibility of the
joint chief operating officers {COGs) to
whom the divisional directors report on
aregular basis, the Joint COOs in tum
report to the Group Board

Performance management

Alongside overall business management
described above, Capita operates a
focused performance management
process - the Management Operations
Business {MOB) review - on a

monithly basis

Intially, the performance of a diviston’s
business units Is collated at ‘pre-MOB’
meetings, chaired by the divisional
director, where their team reports on
performance, business opportunities
and, importantly, any chient or
operaticnal challenges

The main MOB meetings are between
indvidual divisional directors and the
Executive Board A consistent reporting
format allows the Executive Team to
understand financial performance

and projected outturns, key business
opportunities and risks

MOB reviews provide a formal and
consistent line of sight from Board levet
down to the businesses within each
division and have proven to allow a
quicker development of opporturities
and resolution of issues

Risk management

it 1s our policy to observe high standards
of integrity and fair dealing in the conduct
of our business and to act with due skll,
care and diligence

Taking and managing appropnate levels
of risk is an integral part of all our business
actvities Risk management, performed
nigorously and comprehensively, creates
stability, contributes to business success
and growth and 1s a key element of
operational management It also provides
the framewaork for the management

of business and operational rsk in the
performance of Capita’s activities, to
meet the requirements of good corporate
governance and protect the interests of
our chents and stakeholders

Caprta’s business model is ‘decentralised’
and our approach to risk management
mirrors this It is the responsibility

of management at alt levels of the
organisation to ensure that risks are
understood and appropriately managed

in accordance with the Group Risk policies
and within the Board's risk appetite Thisis
in line with the standard ‘three lines of
defence’ model that has been adopted

Control functions

Group Risk and Compliance maintains
appropnate nsk management policies
and frameworks on behalf of the
Group Board and provides oversight

for the implementation and execution
of those policies It also acts asa co-
ordination point for our business level
compliance activities and provides
strategic leadership in our relationships
with our various regulatory authorities
The Group's risk and compliance director
has an administrative reporting line to
the Group finance director The mam
conduit for reporting 1s to the Audit and
Risk Commuttee and the Executive Risk
Committees The director also has access
to all members of the Board and holds
regular meetings with the executive
and divisional directors The director
also regularly meets the Audit and

Risk Committee Chairman and non-
executive directors

Group Internal Audit provides the Board,
the Audit and Risk Committee and all
levels of management with an objective
opinion on the results of its reviews

Its role 1s to review the adequacy and
effectiveness of the Group's governance,
processes, controls and nsk management
In implementing agreed strategies as
defined by the Board The Audit and Risk
Committee approves the Group internal
audit plan and may review any aspect

of its work Group [nternal Audit reports
regularly to the Audit and Risk Committee
and the executive risk committees on
significant 1ssues, risks and themes arising
frorm rts work together with a summary of
management’s progress in iImplementing
Its recommendations For administrative
purposes, the Group Internal Audrt
function reports to the Group finance
director Group Internal Audit has free |
and full access to all activities, records,
properties and employees throughout |
the Group inthe course of its work

The Group internal audit director has
regular meetings with the Chairman of
the Audit and Risk Commuttee

Divisional Risk and Compliance supports
divisional and constituent business unit
management with their risk managernent
activities Teams vary in size dependent
onthe division’s inherent risks — financial
services businesses being examples where
meore developed tearns operate — but alt
operate within their own divisions with
‘escalation’ reporting Lines to the Group's
risk and compliance director

Towards the end of 2012, we urified
Capita’s nsk and compliance functions
to provide a single focus at Group

level over our management of risk

As that combined function developed, it
highlighted a requirement to refresh our
Group-wide risk framework which had
been substantively in place smce 2009
Since 1ts introduction and adoption,
Capita has grown significantly both in size
but, most importantly, in the diversity of
Its operations




During 2013, we commenced a
programme to refresh our overall nisk
management framework to better
support the ongoing development of the
business The key principles have already
been signed off by the Group Board and
will be completed duning 2014 These key
design principles include

+ further development of divisional risk
capacity and competency

« consistent and universal approach to
managing risk across a diverse group

+ focus on information for decision-
making

+ a broadened horizon of the potential
exposures faced by Caprta and the
impact these have on the business

+ emphasis on the authonty and remit
of the framework

+ ensuring relevance of framework
to business structure and inherent
risk profile

2014 will see the continuation of
this developrment and roll out to the
wider business

Our risk appetite

Risk appetite, as defined by the Capita
Board, 1s the degree of sk the Comnpany

15 prepared to accept in the pursuit of its
objectives before specific action 1s deemed
necessary to reduce it In other words,

our risk appetite 1s an important element
in setting and applying business strategy
across Capita and making key business
decisions It does not operate in abstract
from day-to-day business management

Capita currently has a Group Risk Appetite
Staterment in place but through the risk
framework refresh, this 1s being further
developed to provide more clarity an
appetrte around

« strategic objectives —including business
model, reputation and integration risks

« financial and reporting objectives
—including financial, business and
disclosure nisks

« operational objectives - including
customer delivery, duty of care,
resilience and change nsks

» comphliance objectives — including legal,
regulatory and contractual nisks

Developing our risk management framework
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Managing our bids and acquisitions

Capita has grown significantly since its
formation through a combination of
contract wins and targeted acquisitions
The Board has always accepted that

the rate of growth ss itself a risk and

that the appropnate identification and
assessment of strategic, operational,
financial and regulatory nsks arising from
each transaction has an important role in
protecting the Group

In all contracts and acquisitions there
will be 'Black Hat’ reviews where
management (divisional and/or executive
depending on size of deal) undertake a
structured assessment to consider the
pricing and nisk profile Group control
functions are standing invitees to

these to ensure key risks are given an
appropriate discussion

The measure of the effectiveness of

this approach i1s not just the success

of the contract wins and acquisrtions
completed, 1t 1s also in the contract bids
or acquisitions we choose not to proceed
with for commercial or risk reasons

Audit H
> and Risk 9 caPIta pl.C
Committee Board
F s
Assurance Reporting of significant Appetite setting, policy

activities nsks, policy design, guidance and standard approval and Policy setting
priontisation of effort guidance ’
- and oversight

Group T

Internal Divisional
Audit R&C

\

Division

Group Risk and Compliance
.
t ot 1

Divisional Divisional Divisional
R&C R&C R&C
Dwvision Pavision Division

ﬁ Group
_ Fundlons

T Reporting

Dvisional
R&C

* Qversight and guidance

Division
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Strong leadership and robust processes

Principal risk categories

Potentiat impacts, examples of mitigations and developments in 2013

Key nsk categories

Financial
exposure

Partnerships/
third party

Client
delivery

Bids and
acquisitions

Economic
and market
landscape

Human
resources

Potential nsks and impacts

+ Adverse effect on business
financal performance frome g
muspnang long term contracts,
dient disputes or changing
miarket landscape

«Adverse Investor iImpact and
detnment

«Impact to brand reputation

«Contractual dispute with client
fims

+Reputation nsk

+Potential financial loss
to Capita

*Potential disruption to supply
chain and service Interruption

+Failure to meet contractual
terms, mobilisation milestones
and service level agreerments in
major contracts

~Client service financial penalties

+End customer detnment

+Potential loss of contracts

+Liabilities for actions of third
parties

«Impact to brand reputation

*Planned synergies faling to
achieve financial targets

*Detnmental impact on growth
and performance of business

«Integration challenges resulting
in bugher operational nsks (e g
data secunty, customer
delery}

-Mispncing of long term major
contracts

*Impairment of goodwill and
intangible assets through
underperformance or
unforeseen developments in
acquired businesses

*Weaker econoric conditions
are a key driver for outsourcing,
however, extreme econofmic
uncertainty can result in a delay
i buying deaisions and lower
discreticnary spend across some
rnarket segrments

«Ceneral Elections may cause a
pause n bid deaisions in central

govemment

«Failure to recruit and retain
quality people impacts business
delivery and strategic plans

*Morale 1ssues weigh on
productraty and innovation

~Higher costs hkely frorm
Increased tumover of staff

Mitigating actvities include

»Strong financial controls operated by unified
finance structure

= Assurance provided by Group Internal Audit (GUA)

=Manthly finances reviewed in MOB

+Capital expenditure is subject to ngorous approvals
and monitonng

«'Black Hat' process agoss significant bids and
acquisitions

*Review of key third party contracts by commercial
teams

*Monitonng of key outsourced serces SLAs
+Group Qutsourang {Matenal Suppliers) Policy
*Indvidual busirtess urit nsk reviews
-Partnershup governance

*Operating performance indicators in place for all
businesses and key contracts

“Robust contractual and governance mechanism for
management for third parties

*Risk Commuttees and MOB challenge and oversight
«Risk-based independent assurance (GIA)

+Business resilience arrangements to protect key
services

*Incident support by iIntemal PR team

+Strong finanaial controls operated by urified
finance structure

+Due diligence on financial, operational, market and
risk matters, often using external advisers

+'Black Hat’ govemnance process

+Group Board review and approval of acquisitions
and significant bids

*Commerciat and contractual terms closely reviewed
to ensure clarity

*Integration and transition process

~Focus on 11 diverse public and private sector
markets

*Focus on widening scope of existing contractsto
help dients save money

*Proactively diversified our business operations
across numerous private and public sector markets
and market segments

«Extensnve training and development for all staff and
management

+Continual development and performance appraisats
-Competitive Incentive and bonus plans

+Succession planning

-Comprehensive vetting procass In Line with roles

2013 developments

+Greater stakeholder nterest in
robustness of controls

*Increased use of GlA to provide
assurance

*New procurernent processes rolled
out to strengthen current
expenditure control

~Dusposal of some of our insurance
distnbution businesses and closure of
our SIP {Self Invested Pensions)
adrmunistration business, see page 105

-Strengthening of Matenal Supplier
Policy and adoption Group-wide

~Increased regulatory (FCA) focus on
outsourced services

=New partnerships (London Borough of
Bamet, Staffordshire County Council,
Cabinet Office) and go-live of RPP

*Increased regulatory foous on ‘conduct
nsk' —delivery of end custorner
outcomes

«Greater stakeholder scrutiny in public
sector contracts

+New operating frameworks finalised for
insurance businesses

«Development of new nsk framework
indtrdes ‘custormer delvery’ nsk.

+Changes in legislation extend histonc
liability reach, e g acquired biability nsk
In anti-bribery and corruption and data
security

» 2013 acquisiions and contracts have
extended regulatory footpnnt

+Implementation of Group Due
Diligence and Integration Policy across
allCapita businesses

«Strengthening of Group risk and
compliance oversight of non-financal
service deals.

- Supply of services that support essential
chent functions rather than
discretionary actvities

“Iniiatives to increase the efficiency of
Group operations

«Newer operations In justice and
emergency services and customer
management have continued to open
up bid opportunitres with new dients

«Introduction of new Capita Vetting
Policy to better detect issues with
candidates

*Increased staff numbers through
contract grawth/acquisition to manage
consistently

*Whistleblowing bine refrash to ensure
significant staff issues escalated
appropnately




Principal nsk categories

Potential impacts, examples of mitigations and developrments in 2013

Key nsk categones

Information
security

Technical
infrastructure
and systems
availability

Fraud,
bribery and
corruption

Regulatory
and legal risk

Health and
safety

Environmental

Potential nsks and impacts

«Contractual and regulatory
penalties

=Loss or theft of customer/
dientdata

+Loss or theft of intellectual
property

+Adverse media comment and
reputation impact on brand

+End customer detnment.

-Failure of IT managed sennces
to support core services and
business needs

+inability to adequately recover
after disaster/iInadent
impacting service delivery

-Failure to protect ciient, end
customer and Capita data

«Significant awil and cnminal
penalties In cases of bribery/
cormuption

-Potential prohubition from
bidding for public sector
contracts

-Client and end customer
detnrment

Financial impact of fraud

«Impact to brand reputation

«Non-compliance of our
businesses with the requirernents
of our regulatory bodies in the
UK or averseas, eg our fund
admirustration operation and
clent money cbligations

-Regulatory, financial and
contractual penalties

+Client and end customer
detnment

~Impact on brand reputation

+Potential legal action from
clients, customers and supplers

«Non-compliance with health
and safety regulattons

-Adverse impact on well-being of
our employees

+MNon-compliance with
ermvironmental regulations

+As a low impact company our
key ernronmental impacts are
energy use, business travel,
resource use and waste
management which we manage
proactively

Mitigating activittes include

*Group-wide policies and procedures

+Single information secunty framework, including
policies and processes

*Risk Commuttee oversight at all business levels
+Staff training and monrtonng programme

+Implementation of Group Information secunty
policies and protocols by acquired businesses

+Cross-Group forum to discuss issues, effectrve
controls

+Regular oversight by Group Risk and Compliance
and Group Intemal Audit

Centralisad proactrve and reactive PR teamn

-Adoption of industry standard managed service
standards and controls

+Drsaster recovery testing

+Deployment of robust 1ssue detection software and
resolution practices

-Adherence to higher level security environments as
clients require

+Adoption, where appropnate and effective, of ISO
27007 standards

+Appropnate policies and procedures in place
including a Group-wide ‘whistleblowing’ policy
+Board led ant-corruption and anti-fraud culture,
zero-tolerance approach with a robust disciplinary
process

»Traimuing of senior management across Capita
+Formal nsk assessments of vulnerabilities

«Oversight by Group Risk and Compliance

+Fraud investigation team to investigate and
prosecute cases, identify root causes and
remedial work

+Appropnate pobicies and procedures

+Monitoning by compliance teams i business, Group

Risk and Compliance and Group internal Audit
providing further oversight
+Risk Commuttee oversight at all business levels
*Risk-based assurance and actions for improvement
+Independent reporting to Group Audit and Risk
Committee and Group Financial Services Risk
Committee

*Rigorousty applied Health and Safety Policy and
processes

+Health and safety traning

+Comnprehensive Group-wide health and safety
audits undertaken twice a year

+Environmental management systemn in place

*Rigorously applied Ermaronmental Policy and
processes

*Raising awareness of emvironmental issues across
the Group

«Continue to measure and manage our carbon
footpnnt and achweve energy reductions

+Environmental site audits carmed out twice a year

+Reduction of paper use and increase in recycling

*Reducing energy use to reduce energy and CRC
Allowance costs
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2013 developments

*Appointment of dmsional information
secunty directors to better focus local
business effort

*Executive level Group Secunity Risk
Board and govemance structure set-up

*Potential changes in EU Data Pratection
legislation requires considerable work
and shfts the Lability landscape

*Increased investment into core IT
infrastructure

*Refresh of managed services

+Creater internal and extemal
stakeholder expectations

*Investrment in intemat IT nsk
management framework.

»Changes in whistleblowing legislaton
increased nsk/onus on employers
-Enhanced vetting and screening
procedures ntroduced on new staff
*Refreshed fraud policies

*New financal services regulator and
supervision tearn for Capita

*Increased number of FCA supervised
finms in Capita to follow consumer
credit changes

*New key regulators for Capita
businesses induding Solicitors
Regulateory Authonty

-Asbestos policy and management
systermn s now In place and most of the
traning has been completed - although
we have had a number of inadents in
2013, nsk has been reduced

+Packaging regulations nsk in Capita
Secure Information Services reduced
through working more closely with IT
Services to improve packaging data
collection
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6. Strong
financial
discipline

' On an angoing basis, 2013 numbers excluding the partial
sale of our Insurance Distribution and planned SIP
business closure, see note 4 onpage 105 2012 numbers
have not been restated on this basis

¢ pdjusted for new pension standard IAS19 (R}
Excludes non-underlying items detailed in note 5
adrmenistrative expenses on page 105

Capita 1s a financially focused business
We have strong financial controls and
effective governance across the Group
and we monitor performance against our
clear aims and KPls, see page 13

We delivered strong financial results

in 20713 with 15% underlying revenue
growth, underlying profit before tax
(PBT)" up 14% to £475 Om and underlying
earnings per share (EPS)' up 14% to 59 4'p
As a result, we have recommended a final
dividend of 26 5p, up 13% year-on-year

Revenue

Aim achieve disciplined, sustainable,
profitable growth

In the full year 2013, underlying revenue
on an ongoing basis, increased by

15% to £3,851m' (2012 £3,352m)

This comprised 8% organic growth

{net of attribion), 8% from acquisitions,
completed in 2012 {3%) and 2013 (5%),
and -1% anising from business disposals

Graph removed

Operating profit and margin

Aim: mamtain steady underlying
operating margins

Underlying operating profit? rose by 11%
in 2013 to £516 9m* (2012 £466 7m)
We closely manage operating costs

to ensure that the business 1s growing
profitably, leveraging our scale {in
particular our extensive shared service
infrastructure) and maintaining effective
procurement processes and a lean
corporate structure QOur valuable client
propositions and our ability to be very
selective about the opportunities we
pursue allow the Group to generate
healthy underlying operating margins
We are confident that underlying Group
operating margins will be maintained

in the range of 12 5% to 13 5% for the
foreseeable future

In 2013, our operating margin® was 13 4%'
(2012 13 9%) which s at the upper end of
our antraipated range of 12 5% - 13 5%,
even though 2013 was a busy year for
new contract implementations The major
contract mplementations undertaken
durng the year, ncluding the two largest
In Capita’s history with Staffordshire
County Council and Teleférica UK (02),
are progressing well



As previously disclosed, in H2 2013, we
cormpleted the disposal of some of our
Insurance Distribution operations and
announced the planned closure of our SIP
(Self Invested Pensions) administration
business based in Salisbury This followed
a detailed review which conduded that
the route to recovery for these businesses
would take a tong time and we therefore
acted swiftly to resolve this In 2013,
these operations generated £45m of
Group revenue and made a combined
operating loss of £14 4m The combined
non-trading cash cost, net of tax, from
the sale and planned closure 15 £38 Sm
The loss on disposal was £82 Tm including
£62 4m from impairment of goodwill and
intangible assets

@

Graph removed

Earnings per share (EPS)

Aim achieve long term, steady
growth in EPS

Long term growth in EPS is a fundamental
dniver to increasing shareholder value
Basic EPS is calculated by dwiding net
profit for the year attributable to ordinary
equity holders by the weighted number of
ordinary shares in i1ssue dunng the year
Board directors’ long term incentive
remuneration includes EPS targets, and
from 1 January 2014, will also include
ROCE targets, to align their interests with
those of our shareholders

(> see page 78

In 2013, underlying earnings per share
grew by 14% to 59 4p? (2012 521p)
(see note 11 on page 110)

@

Graph remaoved

Graph removed
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! On an ongoing basis 2013 numbers excluding the partial
sale of our Insurance Distribution and planned SIP
business closure, see note 4 on page 105 2012 numbers
have not been restated on this basis

2 Adjusted for new pension standard, 1AS19 (R)
Excludes nen-underlying tems, see note S on page 105
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Dividends

The Group dividend strategy 1s to return
surplus cash to shareholders through a
combination of progressive dividends

and, when approprate, capital returns
The Board 1s recommending a final
dvidend of 17 8p per ordinary share

{2012 15 6p), making a total of 26 5p for
the year (2012 23 5p) representing an
increase for the year of 13% The final
dradend wall be payable on 28 May 2014
to shareholders on the register at the close
of business on 22 April 2014 Including the
proposed final dvidend, Capita’s total
dvidend will have grown at a compound
annual rate of 13% over the five years to
31 December 2013 Dividend coveris 2 2
times for 2013

@

Graph removed

' Onanongoing basis, 2013 numbers excluding the partiat
sale of our Insurance Distnbution and planned SIP
business closure, see note 4 of the accounts
2012 numbers have not been restated on this basis

? Adjusted for new pension standard 1A519 (R)

Excludes non-undertying items detarled innote S on
page 105

* Exceptional additional pension contribution £10m
(2008), £40m (2009)

* Before one-off settlements of £17 9m for Arch cru and
£10 Om pension contribution for transfer back to Cumbria
County Council pension scheme

Cash flow?

Aim: maintain a high level of
operating and free cash flow

In 2013, £546m' (2012 £515m) of

cash flow was generated by operations
representing an operating profit to cash
conversion ratio (defined as underlying
cash generated from operations divided
by underlying operating profit for the
year) of 106%' (2012 110%) Thus reflects
the Group’s focus on cash generation and
the success of the measures introduced
across the business in 2012 which are
now firmly embedded in our financial and
operating reporting structure We believe
that we can achieve an annual cash
conversion ratio at or around 100% for
the foreseeable future

Free cash flow? (defined as operating
cash flow, less net capital expenditure,
interest and taxation for the year) was
£312m excluding business disposal and
planned closure (2012 £307m), despite
the hugher capital expenditure on new
contract implementations

@

Graph removed

Capital expenditure (capex)

Aim contain capex at or below
4% of revenue

This helps us to focus investment on the
opportunities that generate greatest
sharehelder value and avoid tying up too
much capital in long term projects

We aim to contain net capital |
expenditure at or below 4% of revenue |
In 2013, we met this objective, with

net capexat 3 7% of annual revenue

(2012 29%) The higher level of capex

Is the consequence of a record level of

new contract implementations in the

year There are currently no indications

of significant capex requirements in our

business forecasts or bid ptpeline that

would take us over our 4% threshold

®

Graph removed




Return on capital employed
(ROCE)?

Aim achieve healthy ROCE which
exceeds our cost of capital

Ths reflects the margin between the cost
of our capital and the returns we generate
by nvesting it and ensures that we add
shareholder value over the long term

ROCE 15 calculated as undertying
operating profit divided by average
capital employed

Capital employed {CE) is the total of
equity shareholders funds, net debt,
pension defiat and equity impact from
accumulated non-underlying rtems

Average capital employed s the weighted
average acquisition spend during the
year plus the average of opening CE plus
closing CE excluding acquisition spend
during the year

In the chart below the post-tax weighted
average cost of caprtal (WACC) indicates
the return that could be expected from
the capital invested in the business Itis
calculated by weighting the cost of our
debt and equity financing in line with
the amounts of debt and equity that we
use to finance our activities We have
calcutated our post-tax WACC assurming
ansk-free rate of 2 8%, a market risk
premium of 76% and a Beta of 0 8

We focus on driving a healthy return on
capital Duning 2013, our post-tax return
on average capital employed was 15 5%'
(2012 15 8%) This compares to our
estimated post-tax WACC which is 77%

1n 2014, subject to shareholder approval
at the Annual General Meeting, Board
Directors’ Incentive schemes additionally

have ROCE targets, alongside EPS targets,

to align further their interests with those
of our shareholders
(® see page 78

@

Graph removed

Gearing

Am maintain a conservative and
efficient capital structure, with an
appropriate level of gearing

It 1s important to our chents that we are a
low risk, stable partner, particularly where
we are delivening large scale operations on
their behalf Our aim continues to be to
keep the ratio of net debt to EBITDA in the
range of 20 to 2 5 over the long term and
we would be unlikely to incur borrowings
which would reduce interest cover below
seven times

As at 31 December 2013, we have
£1,134m of private placement bond debt
of which only £11m matures in 2014 with
the remainder gradually maturing to

2021 In addition, we have £200m of bank
debt under a two-year term loan facility
matunng in July 2015, offset by £158m of
cash held on deposit

At 31 Decemnber 2013, our annualised
net debt to EBITDA ratio? was 2 02!
(2012 191} with annualised interest
cover? at 12 3' times (2012 9 4 times)
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Balance sheet gearing @
2013 2012

Net debt

Bond debt {£m)’ 1,134 1,148
Net bank facilitres - -
drawn {(£rm}

Cashin bank [£m) (158} (307)
Term debt {(£m) 200 185
Other 27 3
Total underlying net 1,203 1,030
debt (Em)

Interest cover 123x 94x
Netdebt to EBITDA 202 191

' Undertying net debt after impact of currency and interest

swaps

Bond debt maturnity profile as at

31 December 2013

2013

£m

2014 106
2015 970
2016 1410
2077 1241
2018 153 2
2019 1008
2020 2940
2021 2140
Total 11347

? On an ongoing basis, 2013 numbers excuding the partial
sale of our Insurance Distribution and planned SIP
business closure, se¢ note 4 of the accounts
2012 numbers have not been restated on this basis

2 adjusted for new pension standard IAS19 (R)
Excludes non-undertying items detailed in note 5 on
page 105

vodai2idaiens

SHBWBAOT)

SNOWY




44 | Capitaple

Strong leadership and robust processes

Economic profit

Aim: achieve steadily increasing
economic profit We are focused on
delivering value for our shareholders.

An effective way of measunng this is
to assess whether our after tax returns
are sufficient to cover the returns
required from all our capital providers
(WACC) Economic profit allows us to
assess whether the return generated
on the average capital base Is 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

Graph removed

Creating economic profit

Taxation

Capita has an open and positive working
relationship with HMRC, a designated
HMRC custormer relationship manager
and 1s committed to prompt disclosure
and transparency in all tax matters with
HMRC Capita has received a ‘low’ risk
rating from HMRC, recognising our strong
corporate governance, control process,
and attitude to compliance

Due to our clients’ requirements, Capita
has operations in a number of countries
outstde of the UK, allowing us to provide
the best possible service to our clients
and their customers All Capita operations
In overseas tax jurisdictions are trading
operations and pay the appropriate local
taxes for these activities

Capita’s contnbution of £43 5m through
UK corporation tax paid in 2013

(2012 £55 7m) s only part of our total
tax contribution Capita is a significant
contrnibutor to the UK Exchequer, paying
and collecting a wide range of taxes on
behaif of the UK Government Each year,
Capita contributes to The Hundred
Group survey quantifying the total tax
contnbution of the FTSE 100 companies
During 2013, £184 4m (2012 £166 8m)
of other UK taxes were borne by the
Group including business rates, import
duties, rrecoverabte VAT, employers’ NIC,
and environmental taxes In addition,
Capita collected and remitted to the UK
Government £344 8m {2012 £287 2m)
of VAT and £347 3m (2012 £294 1m) of
PAYE and employee NIC

2013" 2012 20m 2010 2009 2008
Underlying operating profit? (Em) 517 467 417 386 352 32
Average capital (£m) 2701 2348 1976 1491 1,271 1155
Tax (%) 190 205 235 245 268 270
Post-tax WACC (estimated %) 77 70 75 77 79 82
Capnal charge (£m} (208) (164} (148) (115 (100) {(95)
Tax (fm} (98) (96} (98) (95) (94 (84)
Economic profit (£m) 21 207 171 176 158 133

' On an ongoing basis, 2013 numbers excluding the partsal sale of our Insurance Distnbution and planned SIP business
closuce, see note 4 of the accounts 2012 numbers have not been restated on this basis

? Adjusted for new pension standard 14519 {R) Exctudes non-underlying items detailed in note 5 on page 105

Delivering shareholder value

Over the 10-year penod to 31 December
2013, Capita has delivered £1 4bn (net
of £274m equity raising in Apni 2012) to
shareholders through dividends, share
buybacks and special dividend Capita’s
total shareholder return over the same
period 1s 425% compared to 115% for
the FTSE 100

After investing in the business, to mantain
our growth and sustainability, we use
surplus cash to deliver further shareholder
value in three main ways

» Distribution to shareholders through
drvidends a key element in the creation
of shareholder value 15 a progressive
drvidend policy
®) see page 42

* Funding acquisitions to add value
securing small to medum-sized
acquisitions 1s Integral to Capita’s
future growth
® see page 24

« Share buybacks opportunistic share
buybacks help us to maintain an efficient
caprtal structure and minimise our
long term cost of capital We did not
comnplete any share buybacks in 2013,
however, we will continue to evaluate
any attractive opportunities as they
anse Shareholders renewed the Group's
authonty to purchase up to 10% of
issued share capital at our 2013 Annual
General Meeting




Performance summary

Diwvidend per share

Interim dvidend (p)

Final dividend (p)

Total ordinary dwvidend (p)

Total dividend {p)

Dividend cover

Totals

Intenm dividend (£m)

Final dividend (Em)

Total ordinary dividend (£m)

Total dividend paid (Em)

Share buybacks

% of share capital authonsed to repurchase
% of share capital repurchased
Issued share capital at year-end ()
No of shares repurchased (m)
Average price (p)

Total cost (Em)

Shareholder returns

Total return to shareholders (£rm)

2013

870
1780
26 50
26 50
2 24x

57
17
174
174

10

656

174

2012

7390
1560
2350
2350
2 26x

51
102
153
153

10

652

153

201

720
14 20
2140
2140
227%

44
87
131
131
10

608

131

2070

660
1340
2000
2000
2 25x

40
81
121
121

10
25
606
154
751
16

237
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2009

560
120
16 80
16 80
231x

34
69
103
103
10

617

103

2008

480
960
1440
14 40
2 31x

29
59
88
88

10
17
en
104
659
68

156
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/. Operating
responsibly

Operating responstbly is essential to our
business, creating long term value for all
our stakeholders but also contnbuting
positively to society and the environment,
teading to a more sustanable future

By operating a responsible and
sustainable business, we create financial
value through

+ bullding our competitive advantage

« managing nsk and reduaing costs across
our business

+ attracting, retaining and motivating the
best people

« creating value for clients by helping
them deliver their own corporate
responsibility {CR) agenda

» encouraging innovation and identifying

opportunities to grow and expand into
new rmarkets

« maintaining and enhancing our
brand reputation

Our five CR priority areas

We have identified five CR priority
areas which have the greatest economic
impact on our business, are of most
concern to our stakeholders, and which
have the greatest potential to affect our
future business

We set KPls around each pnority to drive
improvement and we measure and report
on our progress annually, see page 14

for a summary of these performance
measures Our monthly MOB reporting
process provides a forum through which
opportunities and matenal risks can be
shared with the Group Board

1 Responding to our clients

2 Managing and motivating our people

3 Building successful supplier relationships
4 Runming a resource efficent business

5 Investing in local communitres

View all our policies online
(& www capita co uk/responsibility

CR leadership

Our CR programme 15 overseen by the
Group Board Gordon Hurst, Group
Finance Director has overall responstbility
for our strategy, with each Executive
Director having responsibility for one or
more prionty iImpact areas

The CR strategy and operating structure
are communicated across Capita by

a central CR team in assoctation with

the functional heads who form the CR
Steering Group The functional heads

are responsible for activities within thewr
respective areas They provide gurdance
and support at the business unit level and
communicate progress to the Board

The CR Steering Group meets regularly
throughout the year to review and
challenge the Group's approach, impact
areas and nisks and opportunities They are
supported by a number of communication
nitiatives and employee networks that
help us embed our CR programmes across
the Group




Responding to our clients

Meeting the needs of our clients, and
delivenng high quality services, 1s an
integral part of Capita’s model and 1s
detailed throughout this report

(® see pages 15 to 33

Managing and

motivating our people

Over 70% of our 64,000 employees
have transferred to Capita under TUPE
(Transfer of Undertakings, Protection of
Ermployment) regulations demonstrating
the depth of our expenence of managing
complex large-scale employee transfers

We track employee retention as one of
our key performance indicators In 2013,
our retention rate for managers across
the Group (divisional directors and semior
management teams) was 98% and our
overall employee retention rate was 82%

Succession planning 1s a key elernent

of our strategy, ensuring that we have
the appropnate resources in place to
maintain stable leadership In order to
retain the best people we give them

the opportunity to grow and develop
and we actively reassign managers to
new business areas in order to promote
the Capita ethos This allows us to

share innovation and skills between
contracts and businesses, helping us to
stay at the forefront of the BPM market
We support all cur employees in their
career development and offer a number
of different types of tramning programmes,
delivered by our internal learning and
developrment business

It 1s vital that we have the nght people,
with the right skills, to deliver high
quality services for our broad cltent base
We strive to create a place of work which
IS INSPINNG, open, supportive and secure
We have a clear set of values which
include respect and support, consistency
In managing our employees, delivenng
consistent high quality services and
gving our employees autonomy and
responsibility in their roles

People policies

We apply our values, policies and
principles to all our employees, wherever
they are based They are reviewed
regularly and as we grow our international
business, we continually adapt our

policy and training matenals to comply
with, or exceed, the legal and regulatory
requirernents of the countries inwhich we
operate We have a number of Capita-
wide policies to protect our employees,
including those covenng equality

and dwversity, health and safety, our
whistleblowing policy, ‘speak up’, and our
code of ethical conduct Our jont COOs
have Board responsibility for these policies
and ensure that they are adopted across
the business

Respecting human rights

We understand our responsibility

to respect the human nghts of our
employees and those of the communities
in which we operate We support the
principles set out in the articles of the
United Nations’ Universat Declaration

of Human Rights, and the International
Labour Organisation {ILO) Core

Labour Principles

As a service business, we mainly focus on
labour and workplace nights, including
fair working conditions, freedomn of
association and collective bargaining

In 2074, we are developing a stand-alone
human rights policy, n consultation

with the Group's CR Steering Group

and stakeholders across our business
The policy will butld on our existing
human nghts commitments currently
detailed in our people policies and our
responsible sourcing policy and will

be developed in conjunction with an
action plan
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Health and safety

Most of our work 1s office-based, requiring
a strong focus on health and safety

Issues such as sbps, tnps and falls and
workstation assessments However, we
have an increasing number of field force
workers who may face different issues

We manage heatth and safety nisk for all
our activities through the Group-wide
health and safety management system
Our Croup health and safety team works
with managers to identify hazards, assess
risk and take appropnate action at each
particular site This includes assessing all
new contracts and acquisitions to ensure
that they are in ine with Group standards

We monitor our health and safety
performance across the business and in
2013, our accident rate was 142 per 1,000
employees {2012 141) showing a 38%
reduction in reportable acaidents from our
baseline n 2004

Recognising and rewarding
performance

We aim to attract and retain the best
possible talent for our business and
recognise that rewarding people’s
individual achieverments plays a key part
in this Remuneration packages and local
performance schemes are managed

by indmdual businesses, supported by
corporate guidance, to ensure they are
competitive within their markets and they
reflect terms and conditions and union
arrangements within each business unit

A Group-wide employee recognition
scheme, the Capita People Awards,
celebrate employees who are excelling

in one of five categones that reflect
behaviours that Capita consider key to
the success of the bustness — service
excellence, innovation and improvemnent,
teamwork, leadership, and chartable
support and community engagement
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Developing our employees

We operate a consistent performance
management system across the whole of
Capita and use this to identify talented
employees who have the potentiat to

be one of our future leaders Our Capita
Manager Academy runs programmes
designed to equip them with the skills
they need to meet this potential In 2013,
we launched a new masters course for
middle managers looking to progress

in their career We also introduced a
graduate development programme MSc
in leadership and management, which
currently has 28 participants We offer a
wide variety of learming and development
opporturuties for atl our employees
indluding online training, workplace
tramning, coaching and group mstruction
This year, we invested £14m in training
across the Group (2012 £13m)

Diversity and inclusion

Our aim is to attract the best people
from the broadest talent pool so that our
teams reflect the communities we serve
and deliver a better service for our clients
We focus on a number of key areas

« values and behaviour
» equal opportunsties

« promoting a positive working
environment

+ meeting the needs of diverse customers

As we expand into new areas of business,
we face new challenges For example, our
contracts with the UK Border Agency and
the Department for Work and Pensions
often require us to support people with
very specific needs We aim to build
teams that understand those needs, so
that they are equipped with the skills

and behawviours they need to provide a
tugh level of approprate service All our
employees are required to complete
online diversity awareness training every
three years and we monitor compliance
on a monthly basis

Our 2013 performance our people

Employee retention

Manager retention rate (divisicnal
directors and senior managemient team)

Overall employee retention rate

Health and safety (accident frequency rate
per 1,000 employees RIDDOR)

Employee diversity
Male/female split

Male/fernale split for serior managernent
(dwisional directors and senior
management teams)

Male/female sphit for Board of directors

Percentage/actual number of employees
from ethmic minonty groups'

Percentage of employees working part-time out

of total workforce
Employees by location
Onshore

Offshore

Nearshore

Employee engagement

Listening to and valuing the opinions of
our employees 1s good for productivity
and retention, and it helps shape

our future business We engage with
employees in a number of ways,

from face-to-face conversations with
managers to our annual employee survey
Structured around our core values,

the employee survey helps us identify
what we're doing well and what we can
improve In 2013, 46% of our employees
responded to our employee survey

{2012 46%) We are now using the results

to shape our 2014 strategy

203

98%

82%
142

51% male/
49% female
32,087 male/
30,648 female

86% male/
14% female
84 male/14 female

67% male/33%
female

B male/

3 female

22%
24,812

18%

88 5%
9 0%
25%

2012

96%

83%
149

50% male/
50% female
26,533 male/
26,113 female

88% male/
12% female
61 male/8 female

70% male/
30% female
7 male/

3 female

19%
20,387

19%

877%
9 8%
25%

1 Based on 45% of our employees disclosing their ethiic onigen in our annual employee survey (2012 44%)




Building successful
supplier relationships

As Capita continues to grow and diversify,
both in terms of service and geographical
spread, the impact of our purchasing
deasions widens We have a very diverse
supplier base, currently spending around
£11bn a year with sorme 28,900 suppliers
across our delivery network For further
details on our business centres

(® see page 23

We have a central procurement team
that takes a category management
approach that allows us to build strategic
partnerships The team manages our key
strategic suppliers and also supports a
network of local procurement specialists
within individual businesses to ensure
consistent standards are met across the
Group Our central team meets regularly
with key suppliers to review performance,
share knowledge and expertise, and

look at opportunities to collaborate
Spending time with these suppliers means
that they understand our business and
opportunities for improvement, and

we can help them improve their own

CR performance
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Our responsible sourcing policy, which we
refreshed and re-launched in March 2013,
outhnes the principles and standards we
expect from our suppliers, including the
health and safety of therr employees,
human nghts, working conditions, anti-
bribery and corruption and environmental
rmanagement We assess the nsk
associated with each supplier based on
the amount we spend with them, what
they supply and where in the world they
operate This assessment determines
how we engage with themn to ensure
they comply with our policies

Where we have acquired a new business,
our procurement team undertakes a risk
assessment of the business’ suppliers

as part of the due diligence process to
ensure that they meet Capita's standards
before they migrate to become one of
our suppliers

Diversity in our supply chain

We aim to work with a diverse range
of suppliers, and we actively encourage
SMEs, voluntary and community
organisations and social enterprises

to be part of our supply chain
Currently 64% of our supplier base

are SMEs Where possible we support
the communities where we work by
using local supplers

Our 2013 performance supplier relationships

Annually audrt all strategic suppliers @

Engaging with our suppliers

2013 2012

100% 100%

All new suppliers All new supplers
registeredononline  registered on online
portal to ensure portal to ensure
they meet our they meet our
standards standards

uoda Jfaens
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Running a resource
efficient business

Ctmate change and resource scarcity are
two of the biggest issues facing society
and we are committed to playing our part
in tackling these challenges, taking a pro-
active approach to goed environmental
management and trying to minimise
both our direct and indirect impacts on
the environment

We monitor and assess our environmental
impacts and continue to focus our efforts
on minimising energy use at our sites,
reducing business travel, managing our
resource use and waste management

We also seek to minimise any risks to

our own operations, including having
business continuity plans in place, for
example, to mitigate if there are extreme
weather conditions which may prevent
our employees getting to work to detiver
for our clients

Our envirocnmental policy sets out our
approach to managing and reducing

our impacts on the environment

Our environmentat management system
I1s based on 1ISO14001 Some of our
businesses, including Capita Property
and Infrastructure, have ganed external
accreditation, where it is required by their
marketplace A number of our clients
also require us to gain the accreditation
for thewr particular operations At the

end of 2013, this certification covered
buildings where approximately 11% of
our employees are based

Reducing cur carbon footprint

We measure and report our carbon
emissicns annually and in 2070 we set
ourselves a target to reduce our carbon
Intensity {scopes 1and 2) by 4 5% a
year In 2013 our carbon emissions were
110,341 tonnes CO,eq, an Increase of
6% This increase was due to a number
of reasons including, continued growth
of the business through acquisitions and
contract wins including new operations
such as the Fire Service College, increased
travel to our international network of
business centres, significant increase in
24/7 call centre operations

Energy use

Reducing energy use in our offices s a
key prionty We've had a programme n
place to identify and act on opportunities
to make improvements since 2006

We continue to make Improvements
across our sites, installing smart
metering at all sites that come under
the UK Government's carbon reduction
regulations In 2013, we also commutted
to use renewable energy across

our operations

We are making significant energy savings
in our data centres In 2013, we switched
to EC fans, which consume around 50%
less electncity than conventional air
conditioning fans

Business travel

In 2013, we adapted and re-launched
our Business Travel Policy, reflecting the
step change we're aimung for in cutting
both costs and carbon emissions We've
introduced green travel plans at a number
of sites We encourage our employees to
use video and teleconferencing to reduce
unnecessary business travel In 2013, we
saw a 25% increase In teleconferences
Where travel 1s unavoidable, we
encourage the use of public transport
and intelligent travel planning

We've capped company car CO,
ermissions at 130g/km, below the industry
average, and we plan to reduce it further
in the future We're also trialling the use of
electric cars across some of our operations
and we promote the UK Government’s
Cycle to Work scherne as part of our
ermnployee benefits package

Waste management and resource use

We strive to use our resources efficiently
and avoid generating waste, for example,
reducing our paper usage through the
increased use of electronic document
management systems Last year we began
working with our facilities pravider to
collect accurate, robust data on our waste
at our 20 largest waste producing sites
and set ourselves a target of recycling
80% of all our waste at these sites by
2015 In 2013, the average volume of
waste recycled at these sites was 43%,
with two sites already recycling 74%

of waste

We have a numnber of Group-wide
recycling schemmes in place for paper,
consumables such as printer cartndges,
mobile phones and redundant T
equiprrent In 2013, we maintained
high levels of recycling, with 26,139
preces of IT equipment recycled We also
work with our suppliers to source more
environmentally frendly products and
review the logistics of how goods are
delvered to our offices

Although our water usage across our
sites 1 not significant, we endeavour
to conserve this resource For example,
where we have direct control of a site,
or when we are refurbishing one of our
offices, we mstall low flush toilets, taps
and urinal controls

Our 2013 performance environmental impacts

Total carbon footprint {tonnes CO,eq)’
Carbon intensity for whole Group?
Conference calls made

Undertake environmental site audits twice a year

* Based on latest greenhouse gas emissions from Defra
Z Scope 1& 2 (tonnes CO./£m) offices only

2013 2012

(5] 10,341 103,728
287% 23 3%

379,082 302,939

100% 100%

audrts audits

completed  completed




Investing in local communities

We are commutted to making a positive
impact in the communities where we
work and live We create value in the local
commurnities we operate in, both directly
through our community investment
programme and indirectly through our
daily business operattons Cur community
programme aims to tackle pressing social
and economic 1ssues on both a national
and local scale We endeavour to go
beyond our contractual cbligations to
demaonstrate to our clients, customers
and employees that we are a responsible
business and want to have a lasting
positive Impact

Community development foundation

In 2013, we set up our new community
development foundation - Creating
Better Tomorrows The foundation

helps chanties, SMEs and voluntary
organisations working across four key
areas These areas were chosen to align
with the issues present in some of our key
markets so that we can help and work
with people beyond the services delivered
by our business operattons and on behalf
of our clients

+ inclusion for people with health 1ssues

+ rehabilttation of ex-offenders

+ resettlement for ex-service personnet

+ young people, particularly those in care
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We support organisations that work in £
these areas in a number of different ways 3
drawing on our capabilities and employee %
skills by -
- providing a virtual shared-services centre a

where organisations can access support )

services to improve therr efficiency and 3

focus more on therr front-line 2
« providing pro bono advice and

mentoring to help bulld capacity and

long term sustainability g
+ developing and delivering community 2

partnership programmes to address
local needs

In addition to our community
development foundation we also have an
active charity programme, supporting
many chanties, including our 2013
corporate chanty partner, Cancer
Research UK In 2013, we raised £239,000
through this partnership For further
detaits on our community projects, visit
& www capita co uk/responsibility

Measuring cur impact

To ensure we are achieving our aims,

and having a positive Impact in the

community, we endeavour to measure

and report our contribution, looking not

Just at the inputs and cutputs but also the

overall community and business impacts

of our activities We do this using London
Benchmarking Group methodology,

taking account of cash, time given and

in-kind domations In 2013, we estimate .
that our total community investment |
was £18m based on data capture from
approximately 40% of the business

In 2014, we will also be developing our

impact measurements further to better

assess the effectiveness of our commurity
programmes across a wider percentage of

the Group

Our 2013 performance community mvestment |

Totat community investrment (using London Benchmarking

Group methodology)

Total corporate donations including support for our chanty partner

and matched funding scheme, other community mitiatives and

disaster appeals

Employee fundraising for our corporate chanty partner

2013 2012

@ £18m £18m
£297k £135k

£239k £245k
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8. Flexible

operating
structure

Divisional structure

Maggi Bell
Group Business
Development
Director
Insurance
& Benefits Sm[es
Services
Insurance Shareholder
services solutions
Insurance Corporate
distnbution & private
chent
Capita solutions
managing
agency Fund
solutions
Financial services
remediation Debt &
£ banking
mP"’rVW solutions
benefits
Treasury
The Pensions solubions
Regulator

Customer
Management

& Intemational

Customer
management

o2
Eunstix

Oebt &
legal seraices

Capitaindia
Capita Poland
Capita
South Afnca

Mngggtgast

We have a straightforward and pragmatic
divisional structure that supports

Capita’s major sales effort, our large

scale customer management and BPM
contracts and our specialist businesses
and service lines This structure provides
ready access to the Group's wider
expertise, economies of scale and
centralised procurement and enables us to
create and deploy innovation and harmness
the best of ICT and business processes

We continuously assess the needs of each
area and move businesses, contracts and
managers across the divisions to ensure
that we have the necessary leadership and
resources for future development and
growth To support the delivery of our
significant sales success over the previous
18 months, we have made some changes
to the Group's structure and, with effect
from October 2013, we now operate In

Andy Parker'
CEO
(from1/3/14)
Vic Gysin Gordon Hurst
Jont COO Group Finance
Director
Professional Health & Property &
Services wellbeing Infrastructure
Local government Health DCC smart
senices advisory metening
Capria Medical Health
software sarvices asset
serices rnanagement
DWP PP
Local goversrpument T Central
rtn ascor
porinerips medical gmh'gr._::;m
Childrens services
services Infrastructure
International & real estate
Entrust health
Consutta o onal Desgn&
onsultancy rganisaLiona t
helth manageme
Central Local
govemnment Partnerships regions
services
CHKS
Capita
financial Healthcare
software decisions
Document
Services

' Paut Pindar served as CEQ throughout 2013 and until his retirement from the Board and Capita on 28 February 2014

nine market-facing or service-specific
dvisions For further details on our
vertical markets in which these
businesses and the Group operate

(® see page 20

Each division 1s led by a dvisional director
who meets on several occasions during
the year with the Group's senior divisional
finance director and the heads of strategic
sales and acquisitions to share knowledge,
experience and to discuss opportunities
and challenges which can be supported by
cross-divisional support

Company-wide support services, such as
finance, legal and commercial, health and
safety and environment, HR, corporate
marketing and commurications,
procuremnent and property management
continue to report directly to Board
executive directors to ensure robust
control, consistent standards and shared
benefits across the Group

Dawn
Marnott-Sims
Jjoint COO
T Waorkplace Jl;s;cézie&
Services Services Services
Applications, Specialist Electronc
cloud & recrutment manitonng
enterpnse
ServICes Managed Products
services
Network Secure border
services Learning services
services
End user HR solut G263
ons
services Tascor police
Mana Screening & support
IT solutions seraces
Capita travel operazions
Technology Z events
solutions Translauon
Evobvi rall & interpreting
Public sactor systems
& health T
Recruiting professional
Partnenng seraces
Project (RPP)
ICT managed
Axelos services
Fire Service
College
ParkingEye




Insurance & Benefits Services

2013
Revenue (£m) 6670

Underlying operating 606
profit (£Em)

Underlying operating 21
margin (%)
Capex (£m) 271
Capita Asset Services
2013
Revenue (£fm) 246 6

Undertying operating 640
profit {£m)

Underlying operating 259
margin (%)

Capex (Em) 176

2013 summary

2012 " Successful launch of auto-enrolment n the
UK on behalf of The Pensions Regulator, with
7361 more than 96% of all large organisations
79 2 registered on time

- Our employee benefits business successfully
auto-enrolled over 80 Capita clients and saw
a300% nise in employees using the ‘Orbit’
benefits portal

443 . Completed integration of the Orbit
portal with our existing Hartlink pensions
administration platform

+ Divested portfolio of unprofitable insurance
distribution businesses and announced
planned exit from sub-scale SIPs business
(® see page 105

+ Completed a number of major IT platform
migrations and transformations, improving
service and cost levels for our clients
However, legacy systems in our bife &
Pensions business continue to cost more
than antiopated

+ Successful launch of an innovative
market-level shared service for serice
companies and brokers in Singapore

+ Continued to support our customers through
ongoing regulatory change

108

2013 summary

s012  * Rebranded as Capita Asset Services,
previously Investor & Banking Services,
2409 presenting one overall proposition to
633 the market

« Secured a number of key wins, Including our
new £69rm four year major contract with
the National Asset Management Agency
{NAMA] in Ireland

157 . Continued strong performance of our
shareholder solutions business, winning ‘best
registrar’ at the Stock Market Awards and the
Financial Times Investment Awards

Our fund solutions business continues to
be the largest provider of independent
authonsed corporate director services
partnening with over 70 iInvestment
managers acrass over 200 funds with
combined assets of £25bn

* Appointment of a sector specialist for the
oil and gas sector 1n order to maximise the
potential in this key vertical market

- Enhanced our operating capability with the

opening of representative offices n New
York and Singapore

262
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2014 prionties

» Develop new specialist services to
further support our life and
pensions partnerships

» Grow our employee benefits offering
via cross-selling our total service
propositions to existing clients and
continuing to engage closely with other
Capita businesses for mutual benefit

+ Continue our ICT platform and property
consolidation programimes, with further
IT transformation being delivered for
our clents

= Continue to work with underwriters,
carriers and brokers across the industry
to deliver expert support through the
insurance life cycle

» Expand the service offering of our new
underwnting services platform
in Singapore

* Support the next phase of auto-
enrolment in the UK

= Continue to help our customers manage
the impact of regulatory change

* Invest in technology to improve
efficiency of our services

2014 priorities

» Maximise the opportunity from the
antiapated uplft inimitial public offering
(IPO) actvity

» Deployment of a new customer
management system to support client
relatronships and identify cross-selling
opportunities with other Capita divisions

» Continue to develop our |CT systems
and processes to ensure scalability and
enhanced service quality for clients

» Leverage existing internal and external
relationships and areas of expertise to
develop new products and service lines

AUBWIIACY wodas si8ajens
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Health & Wellbeing
2013

Revenue (£m) 1628

Underlying operating 218

profit (£m)

Undertying operating 134

margin (%}

Capex (£m) 268
Custorner Management
& International

2013

Revenue (£m) 5057

Undertying operating 629

profit (£m)

Underlying operating 124

margn (%)

Capex (Em) 107

202
1722
326

189

28

2012
3580
478

134

39

2013 summary

+ Consolidated our health and wellbeing
offering, combirng our clinical capability,
national networks, specialist health adwisory
and healthcare sector expertise

Commenced our contract to deliver
Personal Independence Payment (PIP)
assessments across central England and
Wales The contract started later than
anticipated dua to client requirements
Implementation of this new benefit
assessment has been challenging but the
service Is showing step improvements

+ Secured strategic relationship with Sussex
Community NHS Trust to support its aim
to drive change and improve the quality and
sustanability of its patient care services

» Secured five-year contract with the
Welsh Government to supply healthcare
information services to all health boards
across Wales, complementing our coverage
across Scotland and England

+ Enhanced our disability assessment
capability with the acquisition of Contact
Assoaates, leading provider of disability
assessment services to the university sector

+ Acquisition of Cymbio, complementing
our healthcare ntelligence and IT-enabled
change capabilities and contributing to our
analytics and data intelligence proposition

2013 summary

+ Secured and commenced a number
of significant contract wins iIncluding
two strategic partnerships with major
telecommunications orgamisations,
Carphone Warehouse and Telefénica UK {02)

Awarded first new major strategic
partnership in the utilities sector, securing a
customer management transformation and
delivery programme for npower

Extended and expanded relationship with
the Department for Work and Pensions
{DWP) to manage 10 customer management
enquiry lines

+ Strengthened our contact management
analytics and transformation capability
through the acquisition of Eunstix and
development of technology partnerships

Opened up new debt management market
opportunities with the acquisition of

1Qor UK {now branded Akinika) supported
by Eunstix analytics

Created Capita Legal Services to enable
extension from debt management into
litigation administration, acquisitton of
Optima underway, subject to SRA approval

Developed our new international delivery
centres, now employing over 350 full-ttme
employees in Poland and approximately 750
in South Afnca

2014 priorities

* Commence PIP contract in Northern
Ireland, we expect to assess over
one million claimants over five years
across central England, Wales and
Northemn Ireland

» Develop and launch new medical
assessments and reporting services
ncluding continuing care assessments,
patient screening for chinical trials and
health research

+ Build on the number and range of our
NHS partnerships and continue to |
provide transformation design,
implernentation and management
support through advisory, change
management, information and analytics
as well as support services, for instance,
HR, IT and property

+ Continue to build our operational
strength and depth, nvesting in systems
to retain our market-leading position

+ Secure further capability
enhancing acquisitions

2014 priorities ‘

» Continue to shift transactional contact
management revenue towards longer
term strategic client relationships

» Continue to Invest in our
transformational outsourcing capability
In the customer managerment sector,
focusing on people, technology
and partnerships

« Build momentum in debt management
by establishing our end-to-end BPO
proposition and securing key
target clients

+ Complete acquisition of Optirma and
establish a clear and cormpelling
proposition for legal services

+ Continue to drive growth across our
international delivery footprint by
broadening our service lines and
Investing In Innovation




Property & Infrastructure

2013
Revenue (£m) 2773
Underlying operating 157
profit (Em)
Underlying operating 57
margin (%)
Capex (Em) 15
IT Services
203
Revenue (£m) 4576

Underlying operating 250
profit (£m)

Underlying operating 55
margin (%)
Capex (£m) 209

2012
2558
68

27

24

2012
4372
294

67

149

2013 summary

* Restructured the business to ensure we
continue to closely align with Capita’s
BPM offering and rebranded from
Capita Symonds to Capita property and
infrastructure

Enhanced managerment and re-focused
business plans to address challenging market
conditions

+ Commenced overall management
and implementation of the data and
communications infrastructure and service
for nationat smart metering on behalf of the
Department of Energy and Climate Change

Successful launch of partnership with

the London Borough of Barnet to deliver
Development and Regulatory Services (DRS),
worth £154m over 10 years

Enhanced housing sector proposition offering
a 'total housing solutron’

« Secured position on three of four lots on
the Environment Agency’s new four-year
water and environment management
(WEM] framework, in partnership with

URS Corporation

Selected by HS2 Ltd for three of four lots
on its new land and property professional
services framework where we will advise on
arange of property and land matters

2013 summary

+ Commenced our strategic technology
partnership with the University of
Strathdlyde for the delivery of a full range
of IT services

Awarded a three-year ICT contract extension
by Vindian, Ireland’s leading independent
energy company

Secured a range of new public sector
contracts and long term extensions including
Morth Ayrshire and West Dumbartonshire
councils

Won or extended more than 20 contracts
in the private sector in the logistics,
telecommunications, utilities and retail
sectors

Retaned our presence on key Government
frameworks including G-Cloud and public
services network (PSN)

» Strengthened our strategic relationships with
the world's leading technology products
and services comparuies including Cisco,
Microsoft, EMC, VCE and Avaya

Acquisition of Northgate Managed Services,
teading provider of doud, infrastructure
solutions and specialist managed services,
complementing our services and UK network

+ Implemented next stages of restructuring
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2014 priorities

» Pursue major contract opportunities,
particularly in local government, health
and central government

= Continue to ngorously control internal
costs and manage quality of
project delivery

» Secure position on new major
government frameworks

+ Further strengthen relationships across
Capita to secure sales opportunrties
through our client base

+ Continue to develop long term customer
relationships to ensure quality
of revenues

2014 priorities

» Build on the sales momentum achieved
n 2013

» Maintain control and discipline regarding
operating margins

« Continue to extend and enhance our
service offerings mainly around cloud
and network services, for example,
realising the potentsal of cur Microsoft
Cloud OS relationship

» Leverage our core network, data centre
and cloud capabilities to drive further
improvements in service excellence
and productivity

» Continue to work closely with other
divisions and our clients to deliver
world-class platform-based
ICT solutions

yodai 218ates

3URLLIIAGND

SIUNOIY



56 | Capitaple

Strong leadership and robust processes

Workplace Services
2013
5660

Underlying operating 735
profit (£m})

Undertying operating 130
margin (%)

Capex (£m) 71

Revenue (Em}

Professional Services

2013
Revenue (Em) 5565
Undertying operating 1285
profit (£m)

Underlying operating 231
margin (%)

Capex {£m) 78

2012
4109
545

133

39

2012
4538
m4

245

53

2013 summary

= Successful launch of Axelos, developed to
deliver and commeraialise the Government’s
portfolio of project and IT management
traiming tools Full operational delivery
commenced from 1 January 2014

« Selected as sole provider for a framework
providing recruttment, HR admin and payroll
to Kings College Hosprtal

* Implemented the first phase of
Contingent Labour Cne, a framework to
deliver contractor resources into central
government and arm's length bodies

+ Award of numerous multi-year managed
learming service contracts and renewals
across pharmaceuticals, financial services,
utilities, technology and FMCG

* Launched an innovative education solutton
combiming our payroll software with
Capita's SIMS product, delivening sigrificant
admunistrative benefits and savings to
schools

* Launched our integrated travel and events
offering and secured marny new customers,
including being selected as a preferred
supplier to the Wider Public Sector Travel
Management Services contract

+ Enhanced our offering through the acquisition
of a number of specialist businesses
(3 see page 25

2013 summary

+ Successful launch of Entrust, our education
support services partnership with
Staffordshire County Council, already
securing over 240 new service line customers
including over 110 outside of Staffordshire

Secured extension to our strategic
partnership with Southampton City Counail
for a further five years to 2022

+ Delivered a new Offices Services model
across West Sussex County Council that
delivers reduced cost and improved service

- Broadened a number of our local
government relationships, ncluding the
award of an additional contract to support
Swindon Borough Council’s children's
localities teams and a contract to deliver
enhanced customer services for Vale of
White Horse Distnict Counal

« Selected by Lambeth Council, via their
London wide framework, to deliver customer
services in a further nine-year contract which
runs alongside our existing partnership

Continued growth from both the Gas Safe
and Constructionline registers

Successfully cross-selling our local
government software 'Engage’ smartphone
app across a wide range of sectors

Integration of all our docurnent services
businesses into one offenng, document
informat:on services

+

2014 priortties

+ Add value to our client’s operations
through the introduction of an enhanced
technology capability supparting a more
intuitive employee experience,
generating greater insight into HR
processes and management inforrmation

* Delivery of revised proposition in the
recruitment process outsourcing (RPO)
space focused on driving flexibility and
value to clients through research and
insight-led talent sourcng

* Work with local government services
to roll out enhanced HR/finance BPO
offering to local authorities based on
our new technology platform and
service capability

« Implementation of urified back-office
database, timesheet and biling
processes {Verto) in order to provide |
amore efficient solution for clients ‘

+ Continue to drive change tn Army !
Recruiting through the Recruiting
Partnenng Project (RPP)

2074 priorities

+ Continue to support our existing and
new local government clients in
delivering rmore for less including use
of technology, process automation,
innovation and flexible detivery

+ Develop and innovate new models
for delivery which help to meet the
challenges presenting our local
government client base

» Grow our Entrust |V through the
development of relationships with
schools and education instrtutions
across the UK

* Develop further service and product
lines which support mobile working
across our client base




Justice & Secure Services

Revenue (Em)

Undertying operating
profit (Emy}

Undertying operating
margn (%)

Capex (£m)

2013
a4
649

158

87

2012
2869
a7

145§

36

2013 summary

» Selected as preferred bidder by the Ministry
of Justice for the electronic monitoning and
field support services contract and also
the role of overall services and systems
integrator

« Transferred Fire Service College into the
dwision in Apnl 2013 - already delivening
strong progress In creating a world-class
training centre

+ Working with Thames Valley, West Mercia,
Warwickshire and Gloucester police forces to
assist in the delivery of custody services for
special operations

* Selected as supplier for south west fire
control, the biggest shared control room
solution in the UK fire service

» Completed a number of acquisitions
which enhance our offering including STL,
provider of software and ICT to the ciminal
Justice systemn, Parking Eye, provider of
technology-based car parking services
and G2G3, provider of immersion and
simulation-based traming
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2014 prionties §
» Successfully complete the transition of &
[a]
the electronic monitoring service and 3
launch the new operating model 2
+ Leverage our services and acquisitions to
support coordinated delivery of critical g
services which focus on citizens and help %
to address underlying social preblems %
- Bring together our capability to cross-sell
to clents and other Capita divisions
* Drve efficiency for our clients by FE
leveraging our offshore and nearshore g

delivery capability

» Broaden our service offering to ensure
that our service portfolio matches the
full operational life-cycle of our clients

+ Continue to develop market-leading
products focusing on mobite workforce
which offer data, video and
voice solutions

« Continue development of multi-agency
training and exercising capability at the
Fire Service College to support the |
national drive for ‘blue-light’
inter-operability

» Extend the reach of our extensive
database of qualified, vetted interpreters

On behalf of the Board

Atoas S
Paul Pindar" L CordonHurst

Chief Executive
26 February 2014

Group Finance Director
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Governance

This section of our report introduces our
Board members and contains our Director’s
report, consisting of the corporate
governance statement which includes the
Audit and Risk Committee report and the
remuneration reports

Board members @ see pages 5% and 60

A summary of the biographical details and responsibilities of the
Group Board of Directors

Corporate governance statement © see page 61

Martm Bolland, Non-Executive Chairman introduces a report on how the
Company applies the principles of the UK Corporate Governance Code
2012, a formal report on compliance with the Code provisions and other
statutory and regulatory information

Audit and Risk Committee report ® see page 67

Paul Bowtell, Charrman of the Audit and Risk Commitee, reports on the
Audit and Risk Commuittee's role and work during the year

Remuneration report  see page7s

Martina King, Chair of the Remuneration Committee, reports on
remuneration policy and practice for Executive Board members




Board members

During 2013 the Board was comprised of nine Directors, made up of the Chairman, Chief
Executive and four other Executive and three Independent Non-Executive Directors

We continue to believe that we have a talented and substantial tearmn in place to support our
continued growth Howaver, as the Group continually grows and diversifies, we will regularly
review the Board composition to ensure it meets the needs of the business

Non-Executive Directors

Martin Bolland
Non-Executive Chairman

Joned the Board in March 2008
and became Chairman on 7 January
2010 A Chartered Accountant,
Image removed Martin previously held a number Image remaved
of semor operational positions
within the Lonrho Group and
was also a founder and partner
of Alchemy Partners for 11 years
Martin continues to be a Semor

Adviser to Alchemy Partners
He 15 also currently Chairman
of PD Parks Holdings Limited
(Parkdean Holidays)

Committee memberships
Nominatien Comrmittee {Char)

Martina King
Non-Executive Director

lomed the Board n January 2005

Martina s CEQ of technology
company Featurespace

Image removed Martina previously held a number
of senior positions in marketing and
online media, ncluding Managing
Durector of Aurasma, a dwision of Image removed
Autonomy, Yahoo! and Capital
Radic Her broad knowledge
and extensive expenence of
management, new technology
and sales and marketing brings

a different range of expertise to

the Board Martina is also Non-
Executive Director of Cineworld PLC
and Debenhams Plc Martina will
retire from the Board following the
AGMin May 2014

Comrmittee memberships

Audit and Risk Committee
Nomination Committee
Remuneration Committee (Chair)
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Gillian Sheldon
Senior Independent Director

Joined the Board in September
2012 and was appointed Senior
Independent Director on
1January 2013 She is currently

a senior banker at Credit Suisse
Gillian has substantial experience
of advising boards across a wide
range of cornplex situations and
transactions Gilbian joined Credit
Suisse In 1997 having worked for
seven years at NM Rothschild &
Sons Gillian s also a Trustee of
BBC Children in Need, appointed
in September 2012

Cornrruttee memberships
Audit and Risk Committee
Normination Commuttee
Remuneration Committee

Pauil Bowtell
Non-Executive Director

Joined the Board in June 2010

and 5 currently Chief Financial
Officer of Gala Coral Group

Paul was previously on the board
of Tui Travel PLC as Chief Financial
Officer and was also on the board
of First Choice Holidays PLC Heis
a Chartered Accountant and has
extensive experrence across the UK
retall sector, having held a number
of semtor positions with Briush Gas,
WH Smith and Forte Paulbnings
significant financial and commercral
knowledge to the Board He s

also a Non-Executive Director and
Chairman of the Audit Committee
at SThree PLC and will be stepping
down at the AGM of SThree in
Apnl 2014

Comrmittee memberships

Audit and Risk Cormrmittee (Chair)
Nomination Comrittee
Remuneration Cornmittee

ouewswon  podal a8aens
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Board members

Executive Directors

Image removed

Image removed

Image rermoved

Paul Pindar
Chief Executive
until 28 February 2014

Joined Capita in 1987 from 3i after
adwvising Capita on its management
buy-out He became Chief
Executive In 1999 A Chartered
Accountant, Paul’s responsibilities
included managing and developing
Capita's business to achieve the
Company’s strategic objectives and
he had overall responsibility for our
chantable approach In fuly 2012
Paul was appointed Non-Executive
Chairman of Integrated Dental
Holdings Paul retires from the
Company and steps down from the
Board on 28 February 2014 after
27 years

Gordon Hurst
Group Finance Director

Joined Capita in 1988 and was
appointed to the Board as
Commercial Director in February
1995 and then as Group Finance
Director n1996 Cordon was also
appointed Company Secretaryin
2000 A Chartered Accountant,
Gordon has Board responsibility for
our overall corporate responsibility
policy and specific responsibility
for our ervironment, health and
safety approach and supplier
relationships He chairs the Business
Services Association’s Finance and
Taxation Comrmittee

Vie Gysin
Joint Chief Operating Officer

Joined Captta in 2002 and was
appomnted to the Board n January
201 Vic oversees Capita's financial
services operations, Customer
Management and International and
the Professional Services Divisions
Vic has held various positions
across the Group including being
Dmisional Director for Capita's
Insurance and Investor Services

and Integrated Services Divisions
Since joining Capita he has cverseen
the successful implementation and
delivery of a number of our key
contracts VicIs an experienced
business director with strong
teadership and management skills
Vic had joint Board responsibility for
clients and employees with Andy
Parker 1n 2013 and now with Dawn
Marriott-Sims in 2014 He also

has responsibility for the Group

HR function

Image removed

Image removed

Image removed

Andy Parker
Chief Executive
from 1 March 2014

Joined Capita n 2001 and was
appointed to the Board in January
2011 as Joint Chief Operating
Officer Andy was appointed
Deputy Chief Executive on 1 June
2013 and Chief Executive from
1March 2014

During 2013 Andy oversaw the
majonty of Capita’s non-financiat
services operations Andy has held
varnious positions across the Group
including Divisional Director for
Capita’s ICT, Health and Business
Services Division and held a
number of senior finance director
positions mncluding three years as
Semior Divisional Financia! Director
Andy 1s a Chartered Accountant
and has extensive commercial and
financial experience Andy had
Joint Board responsibility for clients
and employees with Vic Gysin
during 2013 He assumes overall
responsibility for our chantable
approach from 1 March 2014

Maggi Bell
Business Development Director

Joned Capita in January 1959
and was appointed to the Board
In August 2008 Magg) has held
various positions across Capita,
including running our recruitrment
businesses and leading the Business
Services and Corporate Services
Dvisions She has been head of
our Group Sales and Marketing
activities since January 2005

She s responsible for drving
forward business development
across the Group, including
managing our major sales team
She has Board responsibility for
community, third sector and

SME engagement

Dawn Marnott-Sims
Jont Chief Operating Officar
from 1 January 2014

Joined Capita in 2000 and from
2011 until 31 December 20713 held
the position of Executive Director
of Workplace Services Division
Prior to this, Dawn was Managing
Director of Capita’s Resourcing &
Development Division, and pnor to
that Managing Director of Capita’s
IT Resouraing, Managed Services,
Internal Resourang and Learning &
Development businesses Dawn has
over 20 years' experience within the
employee services sector including
implernentation and development
of major programmes and for
secunng and delivering services

to both public and private sectors
chients Dawn 15 on the board of
Institute for Collaborative Working,
a not-for-profit organisation
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Corporate governance statement

Chairman's report

I am pleased to present to you this report on the work of the
Capita Board during 2013 This section of the report (pages 61
1o 66) and the section headed ‘Other Statutory and Regulatory
Information’ (pages 73 to 77) together form the Directors’ report

I continue to be impressed by the Board's commitment to the
highest standard of corporate governance and, most importantly,
how this works within the structure of the whole organisation
without being overly cumbersome

It 1s vital that a Board balances its time between strategy
and oversight, as this responsibility 1s given to them by the
shareholders, but consideration of all its stakeholders 1s also
important | believe that this balance 1s managed well within
Capita at Board, dwisional and business unit level

I'would hke to take this opportunity to thank Paul Pindar for his
enormous contribution to Capita over the past 27 years He has
been instrumental in smoothly guiding the Company through

its exceptional growth and performance, delivering an unbroken
track record of year-on-year earnings growth He has inspired the
best in his team with his indomitable leadership and unwavering
sense of fun and good humour Qur robust succession planning
has ensured that there 1s a strong team in place to continue
delivering success

On behalf of the Board we wish him every success for the future

Results for 2013

2013 was an excellent year for Capita, with underlying revenue
on an ongoing basis up by 15%, underlying operating profit up by
1% and underlying earnings per share up 14% During the year,
we secured Capita’s largest ever contract by annual value with
Telefénica UK (O2) valued at £1 2bn over 10 years The majority
of our divistons traded well in 2013, with particularly good
performance across our Customer Management & International,
Workplace Services and Professional Services divisions Qur
Insurance & Benefits division continues to bear higher costs than
anticipated of IT legacy systems

Additicnally, as announced in November 2013, we completed
the disposal of some of our Insurance Distnibution operations
and closed our SIP {Self Invested Pensicns) administration
business based in Salisbury This followed a detalled review which
concluded that the route to recovery for these businesses would
take a long time and we therefore acted swiftly to resolve this

In 2013, these operations generated £45m of Group revenue

and made a combined operating loss of £14 4m The combined
non-trading cash cost, net of tax, from the sale and closure 1
£38 5m The loss on disposal was £82 Im including £62 4m from
impairment of goodwill and intangible assets

Board activities in 2013

The Group has undertaken a large number of acquisitions
and has had an excellent year of securing new and renewed
major contracts

The Board and committee meetings are structured, and agendas
drawn up accordingly, to cover the wide range of matters that are
brought to our attention and the meetings are aligned with the
financial calendar of the Company This ensures that appropnate
focus can be given to the items brought to our attention

In May 2013 we announced that Andy Parker would additionally
take on the role of Deputy Chief Executive to directly support
Paul Pindar as we continued to grow In November we
announced that Paul Pindar would be retinng on 28 February
2014 and Andy Parker would be promated to Chief Executive
from 1 March 2014 We also announced the promotion of Dawn
Marnott-Sims to Joint Chief Operating Officer effective from
1January 2014 Martina King i1s also retinng from the Board after
10 years as a Non-Executive Director from the AGM 2014 I wish
Andy and Dawn every success in their new roles | believe that
we have a talented and strong team in place on the Group Board
and across our divisional management teamn to support our
continued growth as a Group

Approximate allocation of agenda time in 2013

During the year the Board’s discussions have been wide-ranging,
including strategy, acquisitions, finance, corporate reporting,
operational performance and risk and internal audit The time
allocated to these areas of the Board 1s shown in the diagram
below

Graph removed

Strategy

A speaific session to review the Group's strategy in detail

is held each year Strategy items are also discussed at each
Board meeting The diverse nature of the business means that
we must continue to be adaptable to the opportunities and
challenges that face us, our cients and our stakeholders Risk 1s
considered side-by-side wath strategy and 1s included in our
operational reporting

Board membersreporting

All Executive Directors prepare and present a report at each
Board meeting These include the key issues (including risk and
opportunity), operational and financial performance and bid

and acquisition activity These reports are then complemented
with verbal updates at the meeting This allows the Directors to
focus on speafic i1ssues and also for the other Directors to debate
and challenge as required See management and governance
structure on page 35

yodai adazens
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Corporate governance statement

Financal and corporate reporting

The Board considers the Group's statutory reports and the
broader aspects of corporate reporting at each scheduled
meeting Regular updates are receved on the financial results
from Gordon Hurst, Andy Parker and Paul Pindar, which also
include the financial outlook for the Group

Major bids and acquisitions

Magg Bell, Business Development Director, presents a report at
each Board meeting which covers the current major bid strategy,
constituents of the bid pipeline (bids over £25m in value where
we are shortlisted to four or fewer) and prospects which are
sitting just outside of the bid pipeline As many of these potential
contracts are of significant size and duration, these opportunities
can make a significant iImpact on the shape and resource
requiremnents of the Group as it grows

The CEC reports on the acquisition strategy and current
acquisition activity in addition to his Chief Executive report

Dwvisional senior management

As explained in 2012, a review was undertaken of the divisional
senior management to ensure that the nght management

15 in place to meet with the ongoing changing resourcing
requirements of the Group These changes are now complete
and we believe that although we will continue to keep this under
review, we have strong divisional management to support the
Board for the business opportunittes ahead

Board evaluation in 2013

During October 2013, the Board evaluation process was
carned out by means of a questionnaire requinng written
responses from Directors To ensure independence and
cbjectivity, the questionnaire was concewved, admirustered

and reviewed on a confidential basis by the Deputy Company
Secretary The resultant report, analysing responses and
drawing anonymous conclusions, was sent to each Director for
consideration The Charman also met with each Board member
individually to discuss the perfarmance of the Board and also
discussed and agreed the form of the Board evaluation with
Gillan Sheldon, Senior Independent Director

The report recogrised the robustness of the governance process
within the Board, and the strength of the dynarmics that exist
between strategic challenge and strategic focus amongst
Executive and Non-Executive Directors

The results were once again very positive and the final report was
presented, without amendment, to the Board in November 2013
Avery small number of minor follow-up matters were identified
and are being addressed

As part of our Board evaluation process, a series of meetings
were held with the Non-Executives and the Senior Independent
Director and also all members of the Board to discuss my

own performance The views of the Executive Directors were
taken into consideration by the Non-Executives as part of the
evaluabion |was not present at these meetings A meeting of the
Nen-Executives without the Executive Directors was also held

I met with all members of the Board individually and regularly
during the year to receive feedback and discuss current and long
term opportunities

Consideration of the Board balance 1s kept under regular review
by the Chief Executive and myself

An external evaluation was undertaken in 2012 by
Genius Methods

Risk & Compliance and Internal Audit

On pages 35 to 39 in the strategic report we have described fully
the roles of Risk & Compliance and Internal Audit together with
the risks and internal controls for the Group

In order that the Board can ensure that the strategic direction
and growth of the Group can continue successfully and with
the appropriate nsk oversight, meetings are held individually
between the Group Risk & Compliance Director and the Group
Internal Audit Director with the Chairman of the Audit and

Risk Commuttee throughout the year as well as the normal
scheduled meetings Risks are identified in a number of ways
and are prioritised and delegated In accordance with the nsk
ratings provided

Both the Group Risk 8 Compliance Director and the Group
Internal Audit Director report to the Group Finance Director and
independently to the Audit and Risk Commuttee Both report

on the internal audit programme and risk and compliance
management activities across the Group They have access to

all members of the Board and hold regular meetings with the
Executive Directors and meet with the Audit and Risk Commuttee
Chairman and myself at least quarterly

Directors

The Directors of the Company currently in office are listed on
pages 59 and 60

As | explained earlrer n my report to you, Paul Pindar 1s retmning
at the end of February 2074 and we were pleased to announce
in Novemnber 2013 Andy Parker’s promotion to Chief Executive
effective from 1 March 2014 We were also delighted to
announce the promotion of Dawn Marriott-5ims to the Board as
Jont Chief Operating Officer from 1 January 2014

Fallowing 10 years as a Non-Executive Director, Martina King has
decided to retire from the Board in May 2014 The Board thanks
her for her strong contribution to the Board and as Charr of the
Remuneration Committee and wishes her all future success

All the Board {with the exception of Paul Pindar and Martina
King) wll stand for re-election (Dawn Marnott-Sims for election)
at the forthcoming AGM All of the Board have recerved a format
performance evaluation and each Director continues to be
effective and to demonstrate therr commitment to the role

The following pages in this section consist of our corporate
governance and rermuneration reports | hope that you wall find
these and the entire annuat report and accounts informative and
the Board will be happy to receive any feedback you may have

Martin Bolland
Non-Executive Chasman

26 February 2014




Compliance with the Financial Reporting Council’s
UK Corporate Governance Code

Capita plc and its subsidianes (the Group) continue to be
commutted to mantaning high standards of corporate
governance The UK Corporate Governance Code 2012 (the
Code) applies to accounting peniods beginning on or after
1October 2012 A copy of the Code Is available from the
Financial Reporting Counail’s website www frc org uk In addition,
the Company complied with the provisions of The UK Corporate
Governance Code 2010, as required by the Listing Rules 98 6
Throughout the accounting penod to which this report relates,
the Company complied with all relevant provisions set out In
Sections A to E of the Codes except as detalled below

Code provision Area of non-compliance Position at 31 December 2013
B 12 Composition

of the Board

Dunng the period the ~ The balance was five

Board had animbalance Executive Directors

of Executive Directors  and three Independent

to independent Non-  Non-Executive

Executive Directors Directors and a Non-
Executive Chairman

As noted above, the balance of independent Non-Executives to
Executives is not equal However, In accordance with the Codes
(81 Supporting Principles), the Board needs to be appropriate
in size and experience to manage the complexities it faces

We believe that the number of our Board Directors and their
range of skills are appropriate for the scale and scope of the
business and to ensure effective Board processes The Board
has the broad range of experience that s essential to ensure
effective execution of strategy and managerment of risk, whilst
also ensuring that the balance of skills is appropnate for the
committees Our Executives recogruse all of their responsibilities
and do not solely represent the activities they have within the
Group which adds to open and constructive debate, as well as
demonstrating the overall strength of the Board

This area of non-compliance is expected to remain
throughout 2014

Board changes in the year

There were no new appointments to the Board during 2013
There were a number of changes to roles and responsibilities as
noted on page 62 From 1 January 2014, Dawn Marnott-Sims
was appointed to the Board Further information on the changes
to the Board 1s set out in the Nomination Committee report on
page 66
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Board composition
Executive Directors Non-Executive Directors

January 2013 Paul Pindar Martin Bollang
Gordon Hurst Gillian Sheldon*
Magg Bell Paul Bowtell*
Vic Gysin Martina King™*
Andy Parker

January 2014 to

28 February 2014 Paul Pindar Martin Bolland
Andy Parker Gillan Sheldon*
Gordon Hurst Paul Bowtell*
Maggi Bell Martina King*
Vic Gysin

Dawn Marriott-5ims

1March 2014 onwards  Andy Parker Martin Bolland

Gordon Hurst Gillran Sheldon*
Magg Bell Paul Bowtell*
Vic Gysin Martina King*»

Dawn Marniott-Sims

* independent in accordarice with the Code
* Retiring at AGM in May 2014

Board leadership

Consistent with previous years, the Board continues to support
the need to segregate the responsibility for operating the Board
and managing the underlying business Martin Bolland’s role as
Non-Executrve Chairman and the role of Andy Parker as Chief
Executive (Paul Pindar until 28 February 2014) are separate

Martin Bolland as Chairman and Gillian Sheldon as Senior
Independent Director also held meetings solely comprising the
Non-Executive Directors during 2013 Both Martin and Gillian are
also available to meet with shareholders when requested

Role of the Board

The Companies Act 2006 requires Directors to act In a way
they consider, in good faith, would be most likely to promote
the success of the Company for the benefit of shareholders as
awhole Indoing so, the Directors must have regard (amongst
other matters) to

« the likely consequences of any decision in the long term
+ the mnterests of the Company’s employees

+ the need to foster business relationships wath suppliers,
customers and others

« the impact of the Cornpany’s operations on the community
and the environment

« the desirability of the Company mantaining a reputation for
high standards of business conduct

« the need to act farrly towards all shareholders of the Company

DURWAON  Uoda NBalens
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In addition to their statutory duties, the Directors must ensure
that the Board focuses effectively on all its accountabilities

The Board determines the strategic objectives and policies of the
Group to best support the delivery of long term value, providing
overall strategic direction within an appropnate framework

of rewards, incentives and controls The Board 1s collectively
responsible for the success of the Company the Executive
Directors are directly responsible for running the business
operations and the Non-Executive Directors are responsible

for bringing independent judgement and scrutiny to decisions
taken by the Board The Non-Executive Directors must satisfy
themselves on the integrity of financial iInformation and that
financial controls and systems of risk management are robust
Following presentations by executive and divisional management
and a disciplined process of review and challenge by the Board,
clear deaisions on policy or strategy are adopted, and the
executive management are fully empowered to implerment
those decisions

Board independence

Non-Executive Directors are required to be independent in
character and judgement Allrelationships that may matenally
interfere with this judgement are disclosed as required under the
conflicts of interest policy The Board has determined that all
the Non-Executive Directors who served during the year were
independent and before and upon appomntment as Chairman,
Martimn Bolland met the cnteria of iIndependence as outlined in
the Codes

The Board does not believe that a Non-Executive’s tenure
materially interferes with their ability to act in the best

Interests of the Group The Board also believes that each of the
Non-Executives has retained independence of character and
Judgement and has not formed associations with management
or others that may compromise their ability to exercise
independent judgement or act in the best interests of the Group

The Board 1s satisfied that no conflict of interest exists for any
Director This matter is a standing agenda item

Board Directors’ inductions and training

Following appomtment to the Board, all new Directors receve
an induction tailored to their ndividual requirements They are
encouraged to meet and be briefed on the roles of key pecple
across the Group and have open access to all business areas and
employees to build up an appropriate level of knowledge of the
business that extends beyond formal papers and presentations
to the Board All Directors have received an appropriate
inductton for their roles within Capita These have included
familianisation with

« terms of reference for all commuttees and matters reserved for
the Board

+ overviews of the business via Management Operations
Business (MOB) review reports

+ the Group approach to sk management

Following Andy Parker’s appointment as Deputy Chief Executive
in June 2013, speaific traming was undertaken in respect of
governance and stakeholder relationships

On the announcerment of Dawn Marrott-Sims to the Board, the
Deputy Company Secretary and the Group Risk & Compliance
Director held specific traming sessions which included her
responstbilities as a Director of a Listed Company, and risk and
governance areas A full nduction was not required given that
Dawn had worked within Capita for a number of years

Ongoing tramning and briefings are also given to all Directors,
including external courses as required

Company Secretary

All Board members have access to iIndependent advice on
any matters relating to their responsibilities as Directors and
as members of the vanous committees of the Board at the
Group's expense

The Company Secretary, Gordon Hurst, who 1s also the Group
Finance Director, Is avallable to all Directors and he 1s responsible
for ensunng that all Board procedures are complied with Aswith
the Board composition and ongoing requirements, this is
regularly reviewed

The duties of the Company Secretary continue to grow with
the increase in size and diversity of the Group’s activities and
legislative changes To assist in this area, the Deputy Company
Secretary coordinates and manages the provision of share
registration, company secretarial services and share plans to
the Group on behalf of Gordon Hurst The Deputy Company
Secretary has direct access and responsibility to the Chairs of
the standing committees and open access to all the Directors
The Deputy Comparty Secretary has been appointed as
Secretary to the Audit and Risk, Remuneration and Normination
Commuttees to ensure that there are no conflicts of interest
The Deputy Company Secretary meets regularly with the
Chairman, the Chairman of the Audrt and Risk Committee and
the Chair of the Remuneration Committee and briefs them on
areas of governance and committee requirements

The Board continues to keep the Company Secretary role under
review, but feels that the combination of the roles continues to
work well for the business as a whole



Committees’ terms of reference

The terms of reference of the Nomination, Remuneration and
Audit and Risk Committees were reviewed during the year

The terms of reference are summarised in the table below and,
along with the matters reserved for the Board, are displayed in full
i the investor centre at www capita co uk/investors

Terms of reference Brief descnption of responsibilities
Nomination Reviews composition of the Board Recommends
Commuttee appointment of new Directors Considers

succession plans for Chairman and Executive
positions Moriitors corporate governance 1ssues
The Group diversity statement 15 reviewed and
recommended by this committee

Audrt and Risk Reviews accounting policies and the contents

Commuttee of financial reports Morutors the internal
control environment Considers the adequacy
and scope of the external and internal audit
programme Qversees the relationship with our
external Auditor Monitors risk profile and obtains
assurance that principal risks have been properly
identified and appropriately managed

Remuneration Sets the policy for Executive Directors’ and senior

Committee executives' remuneration Approves individual
remuneration awards Agrees changes to senior
executive incentive plans Approves the policy on
remuneration for FCA regulated firms and also
reviews and approves the Remuneration Policy
Statement in respect of the FCA Remuneration
Code

Matters reserved for the Board

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

- strategy and management including responsibility for the
overall leadership of the Company and setting the Company’s
values and standards and overview of the Group’s operational
management

« structure and caprtal including changes relating to the Group's
capital structure and major changes to the Group’s corporate
structure including acquisitions and disposals and changes to
the Group's management and control structure

» finanaal reporting including the approval of the half yearly
report, interim management statements and prelminary
announcement for the final results Also the approval of the
dividend policy, the setting and approval of treasury policies
and establishing and mamtaining accounting policies

Membership of the committees

Membership of the Company's standing commuttees at the end
of the year 15 shown below

Martin Bolland  Gillian Sheldon Martina King Paul Bowtell

Nomination {C)x X X x
Audit and Risk X X {C)x
Remuneration X (Cx X

{C) Charr
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Board and Committee members, frequency of meetings
and attendance

Dunng 2013 the Board met nine times, excluding ad hoc meetings,
solely to deal with procedural matters The Nomination
Committee and the Remuneration Committee met three and
five imes during the year, respectively The Audit and Risk
Committee met six times duning the year Attendance is recorded
in the table below

Nomination Remuneration andA ::::

Board  Committee  Committee  Committee

meetings mestings meetings meetings

Scheduled Meetings 9 3 5 6
Martin Bolland 9 3 - -
Paul Pindar 8 - - -
Andy Parker g - - -
Gordon Hurst 8 - - -
Magg Bell 9 - - -
Vic Gysin 7 - - -
Gillian Sheldon 9 3 5 6
Paul Bowtell 9 3 5 6
Martina Kingl 9 3 5 5]
Tim Brooke* - - - 4

* Tim Brooke 15 a member of the Audit and Risk Comrruttee only and 1s not a Non-
Executive Director of Capita ple Tim Brooke 1s an independent non-executive chair
of Caprita’s Financial Services Risk Committee

Dawn Marriott-5ims was not appointed to the Board until 1 January 2014

Due to the nature of the acquisition and bid strategy,
consideration of meeting times has to inctude flexibility to hold
meetings outside of this timetable and meetings of this nature
tend to be held by telephone

Any Director’s absence from Board meetings or meetings of the
Audit and Risk, Remuneration or Nomination Committees was
previously agreed with the Chairman of the Board, the Chief
Executive or the Chair of the relevant committee

duewanon  uoda aifaens
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Nomination Committee

The Normination Committee in 2013 comprised Martin Bolland
{Comuttee Chairrnany), Gillan Sheldon, Martina King and Paul
Bowtell The Deputy Company Secretary acts as Secretary

to the Committee and is available to assist the members of

the Committee as required, ensuring that timely and accurate
information 1s distributed accordingly It met three times during
the year

The Committee 1s also authonised under its terms of reference to
obtam the advice of independent search consultants The terms
of reference for the Nommation Commuttee can be found on
the Group’s website at www capita co uk/investors These were
reviewed and updated duning the year

The Cornmuttee reports and makes recommendations
to the Board in relation to its activities and deliberations
The Committee’s key responsibilities are

» todentify and nominate appropriate candidates for
appointment to the Board, having due regard to the
provisions of the Code and, in particutar, the balance of skills,
knowledge and expenience on the Board and the diversity
of its composition

» to keep the structure and size of the Board and the
leadership needs of the organisation under review and ensure
that plans are in place for orderly succession and appointment
to the Board

= to review the time commitment required from Non-Executive
Directors, the performance of Directors and all declarations of
interest made by Board members

» to consider the Group diversity posttion

Board diversity

In 2013, 14% of our senior management team and 33% of our
Board were women From 1 January 2014, 40% of our Board
arewomen Capita sees significant business benefit in having
access to the diversity of thinking that comes from people with a
wide range of backgrounds at all levels in the Company Only by
encouraging this diversity and by fostering talent throughout the
business can the Company expect to achieve further dversity

in senior management Capita has a network of diversity
champions across the Group and the Company's training and
mentoring initiatives actively support the fostering of talent at
all levels in the business across the Company’s diverse workforce
The Board and senior management teams across Capita are

fully comrutted to continuing to foster talent and support those
people from all backgrounds who wish to progress However, the
Company will also continue to appoint and promote people on
menit and in ine with the skils and attributes identified for each
post, including those identified by the Nominations Commuttee
for the Board Further information is shown on page 48 of the
strategic report

Commirttee activities during 2013

Duning the year, the Commuttee considered the succession
planning to the Board

In May 2013, the Committee recommended to the Board
that Andy Parker be appointed to support Paul Pindar with his
duties as Chief Executive When considering this appointment
the Commuttee considered the size and structure of the

Board and the balance and range of its Directors’ knowledge
and experience

In Novemnber 2013, the Committee met to discuss the retirement
fram the Board of Paul Pindar and recommended to the Board
that Andy Parker be promoted to the post of Chief Executive

A formal interview process took place with Andy and it was
unanimously decided to recommend Andy for the role of

Chief Executive

The Commuttee also considered the appointment of Dawn
Marnott-Sims to the Board as Joint Chief Operating Officer
Paul Pindar and Andy Parker were both consulted on this
appomtment and their recommendations were taken into
consideration Following a formal interview process, it was
agreed to recommend the appointment of Dawn to the Board
to this position

In all instances neither an external search agency nor open
advertising were used

Martin Bolland continues to review opportunities for the Board
on an ongoing basis

Dunng the year, the Normination Committee also considered
succession planning for the Board more generally

Given that all Directors (apart from Paul Pindar and Martina |
King) will stand for re-election or election at the Annual General |
Meeting, the performance of all Directors, their interests and
any potential conflicts of interest declared to the Company
were reviewed

The Committee considered many 1ssues, such as length of
service and potential conflicts of interest, and how these may
have an impact on the independence of the Non-Executives
The Committee also considered diversity on the Board

The time commuitted by the Non-Executives was also considered
and this remamed appropriate to ensure that each discharged
their duties and responsibilities effectively
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Audit and Risk Committee report

| am pleased to present the report on the activities of the Audit
and Risk Commuttee for the year to 31 December 2013 Set out
below 1s a summary of the work carred out by the Committee

Audit and Risk Committee

Throughout 2013, the members of the Audit and Risk Committee
were Paul Bowtell (Chairman), Martina King, Gillan Sheldon

and Tim Brooke Paul, Martina and Gillian are all Independent
Non-Executive Directors and Tim Brooke 1s also independent to
Capita and brings his expertise in the Financial Services sector

to support the Committee Tim Brooke 1s an independent
non-executive charr of Capita’s Financial Services Risk Commuttee
and 1s not an independent Non-Executive Director of Capita plc
Paul Bowtellis a Chartered Accountant and has recent and
relevant financial experience for the purposes of the Code and
the FRC's Guidance on Audit Commuttees

The Board has reviewed the performance of the Committee
and 1s satisfied that the combined knowledge and expenience

of its members 1s such that the Cormrruttee discharges its
responsibilities in an effective, mformed and challenging manner

Audit and Risk Committee meetings are by invitation and
generally attended by the Non-Executive Chairman, Group
Finance Director, Group Risk & Compliance Director, the
Group Internal Audit Director and by representatives of the
external Auditor

The Chairman of the Committee is directly available to and holds
regular meetings with the Group Finance Director, Group Risk &
Comphiance Director, Deputy Company Secretary (who acts as
Secretary to the Commuttee), the Group Internal Audit Director
and external Auditor

Role and responsibilities

The Audit and Risk Commuittee assists the Board in fulfiting its
oversight responsibilities in respect of the Company and the
Group The Committee’s key responsibilities are

+ toreview the reporting of financial and other informationto
the shareholders of the Company and monitor the mtegnty of
the financial statements

* toreview the effectiveness and objectivity of the external audit
process, assess the mdependence of the Auditor and ensure
appropriate policies and procedures are in place to protect such
independence

- toreview and assess the adequacy of the systerns of internal
control and risk management (which includes monitoring the
Company's Internal Audit function) and monitor the nsk profile
of the business

« toreport to the Board on how it has discharged its
responsibilities

The Audit and Risk Commuttee terms of reference set out in full
the role, responsibilities and authority of the Commuttee and can
be found on the Company's website at www capita co uk/investors
These were reviewed and updated during the year

Commuttee activities during 2013

The Committee rmet six times during the year Meetings are
planned around the finanaal calendar of the Company and the
meeting held in May 1s speafically to focus on the risk, mternal
control and compliance agendas Reports are received at all
meetings from the Group Risk & Compliance and Group Internal
Audit departments and new contract terms are also reviewed

as appropriate
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During the year the Committee undertook the following activities

Internal Controls
and Risk

+ Receved and considered reports from the Group
Internal Audit Birector on the audits undertaken
and results and actions of audits

= Review of foreign operations’ nsk assessment
results

- Review of traring by all staff in control areas

+ Met with the Group Risk & Compliance Director,
Deputy Company Secretary and Group Internal
Audit Director independently of Executive
Directors

+ Monitoring on an ongoing basts the internal
controls that are operated by management to
ensure the ntegnty of nfermation reported to
shareholders

+ Review of major contract wins

+ Review the internal audits undertaken and the
schedule of the audits for the remainder of the
year

Review of the bustness plan for Risk 8 Compliance
and Internal Audit

+ Ongoing reportung on Group safety, health and
environment

- Recerved presentations from each Divisional
Director on the risks within their business and the
approach towards this area

+ Commenced a programme to refresh our overall
nsk management framework to better support
the ongoing development of the business

+ Reviewed the activities and minutes of the Group
Financial Services Risk Committee

External Auditor  + Considered and approved the audit approach

and scope of audit to be undertaken by KPMG

Met with KPMG independently of Executive
Directors

.

+ Recewved reporting from KPMG on the audit
findings

« Considered the level of non-audit services
being provided by KPMG to satisfy itself that
the objectiity and independence of KPMG was
safeguarded

+ Review and approval of the representation letter
required by KPMG

+ Receved a report from KPMG on the audit
planning for the year-end process

* Review and recommendation of the annual
report and accounts and the half yearly
accounts mcluding the financial and non-
financial aspects, ncluding a review of the
significant accounting policies and to ensure
these accounts give a faw, balanced and clear
presentation of the performance of the Group

Accounting, tax
and finanaial
reporting

+ Corporate governance updates inrelation
to matters pertaining to the scope of the
Committee

* Review of the disclosures of internal controls,
nisk management and principal nisks and
uncertainties within the report and accounts

Ongoing Reviewed a wide range of financial reporting and
related matters during the year, in addition to the review of
the half year and annual accounts prior to their submussion
to the Board The Committee focused in particular on critical
accounting policies and practices adopted by the Group and
any significant areas of judgement that matenally impact on
reported results

At each meeting an update was also receved from Group Risk

& Compliance and Group Internal Audit The Committee 1

also responsible for the pelicies on whistleblowing (speak up)

and the provision of the non-audit services by the external

Auditor Both policies are published on the Company's intranet

and internet (www capita co uk} The Committee also receives |
feedback from the Group Financial Services Risk Committee that |
brings together all the regulated areas within the Group

During 2013, we commenced a programme 1o refresh our overall
nsk management framework to better support the ongoing
development of the business 2014 will see the continuation

of this development and roll out to the wider business

Further detail 1s shown on page 37 of the strategic report

Significantissues in relation to the finanacial
statements considered by the Audit and Risk Committee

Accounting for major contracts

The Group s successful in signing new and renewed contracts

Due to the size and complexity of some of these contracts, there |
are judgements to be applied, including the measurement and |
timing of revenue recognition and the recognition of assets and

Liabilsties that result from the performance of the contract

The Audit and Risk Committee receives a summary presentation
for all new rnajor contracts as they are won These reports
include an overall summary of the contract, the financial
projections, and key risks and assumptions The proposed
accounting for major contracts is considered by the Group
Finance Director to ensure compliance with the Group's
accounting policies and to understand their impact on the
financial statements Techrucal advice I1s taken where necessary
frorm the Group's technical accounting team and also from the
external Auditor Major contracts continue to be monitored
through the monthly operating boards and any sertous ssues
identified in respect of these contracts are referred back to the
Commuttee as required

The Commuttee has also reviewed the external Auditor’s findings
and where necessary sought further confirmation or explanation
from the Group Finance Director and the Board to concur that
the correct accounting treatrents of major contracts has been
applied and that disclosure 1s sufficient




Acquisition activity and accounting

Significant acquisitions are reviewed by the Board and the Audit
and Risk Committee to ensure that the acquisition is in line with
Group strategy and sufficient due dikgence 1s undertaken in order
to understand the business being acquired and any identified
risks quantified or explained

As part of the on-boarding of acquisitions into the business,
the accounting policies of each acquisition are examined and,
where they are non-compliant with Group policy, they are
adjusted in the opening balance sheet to ensure consistency
The assets and liabilities are reviewed to ensure that they are
farty stated and that there 15 sufficient evidence to support any
adjustments to carrying values including the recognition of any
previously unrecogrised balances The Group Finarnice Director
and Group Financial Controller review the resulting acquired
opening balance sheet for each acquisition The profitability of
acquisitions 1s monitored through the monthly operating boards
and any serous issues identified in respect of these acquisitions
are referred back to the Committee

The Committee has reviewed the acquisition disclosure in the
financial statements in conjunction with the external auditor's
findings and where necessary sought further confirmation

or explanation from the Board in order to conclude that the
disclosures are appropnate and that acquisition accounting has
been appropriately applied

Carrying value of goodwill and mmtangibles

The Group has a sigrwficant goodwill balance representing
consideration paid in excess of the farr value of the identified net
assets acquired The net assets acquired include intangible assets
which are determined at the date of acquisition The Comimittee
recognises that there 1s a risk that businesses can become
impaired, for example, due to market changes or product
lifecycles As a result, the Group monitors carrying values of
goodwill and intangibles to ensure that they are recoverable and
any specific Indicators of goodwill or intangible imparment are
discussed in the monthly operating boards

This carrying value of goodwill is subject to impairment testing,
on an annual basis The carrying value of goodwall and intangible
assets are reviewed on the identification of a possible indicator
of impairment, to ensure that carrying amounts are recoverable
This testing, including the key assumptions and sensitivity
analysis, 1s reviewed by the Group Finance Birector and Group
Financial Controfler

The Commuttee has reviewed the external Auditors report and,
where necessary, sought further confirmation or explanation
from the Board and specifically the Group Finance Director and
Group Financial Controller, to ensure that the value of goodwaill
and the disclosures included in these financial statements are
appropniate The Audrt and Risk Committee, having made these
enquiries, agrees with management that no impairment need
be recognised
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Divestment and planned closure of businesses in year

The Audit and Risk Committee reviews the financial statements
In conjunction with the external Auditor’s report to satisfy tself
that a reader of the accounts Is able to make a far judgement of
those results including the quality of earnings

The mam area of consideration this year was the recognition

of the loss resulting frorm the disposal of some of our insurance
distribution businesses and the announcement of the planned
closure of our self-mvested pensions administration business
Judgements were required to establish the loss on disposal,
including the identification of assets disposed, any biabilities
remaining post disposal and the estimated cost of running off
the closed businesses The Board, ncluding the Audit and Risk
Committee, has reviewed the documentation related to these
two transactions including thewr financial impact In order to fully
understand the impact of the disposal and closure on the Group
and to best understand the financials of the ongoing business,
this loss has been presented as a non-underlying transactionin
the income statement

The Commuttee s satisfied that the quantitative and qualitative
information provided in the financial statements is sufficient and
provides a good understanding of the transactions that were
undertaken in the year and determined that there was no single
transaction other than the disposal and closure referred to above
that requires separate disclosure

Other issues in relation to the financial statements
considered by the Audit and Risk Committee

Defined benehit pension Labilities

The measurement of the defined benefit liability in respect of
defined benefit pension schemes is a complex area, relying on
assumptions on inflation, mortality, returns on corporate bonds,
expectations of returns on assets and a number of other inputs
There is nisk in any ene of these areas of rrusstaternent of the
Group’s liability in respect of these obligations and the pension
charge that 1s recognised in the incorme statement

The Commuttee reviews the disclosures in the financial
staterments, along with the external Audrtor's report and receves
representations from the Group Finance Director and external
Auditor with regard to the assumptions included i the valuation
and therr relative impact

Having made these enquires, the Committee deterrmined that
the valuation of the pension cbligation and the accompanying
disclosure 1s in line with expectations

Provisions

There 15 judgement applied in the level of provisioning across

the Group This nvolves making an assessiment of the size and
timing of probable economic cutflows due to the occurrence

of a past event The Committee has reviewed the disclosure in
the financial staterments and, where necessary, made enguiries
of the Group Finance Director and management to gain an
understanding of the amounts recorded The Commuttee 1s
satisfied that the disclosure in the accounts s sufficient to gain an
understanding of the nature of these provisions and their impact
on the financial statements
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Underlying and non-underlying presentation

The Commuttee remains of the view that the presentation of
the underlying and non-underlying information provides useful
disclosure to aid the understanding of the performance of

the Group

Mateniality

Mateniality 1s important in determining the risk attached to
any judgement Matenality is set with the external Audrtor

to ensure that the Audit and Risk Committee is informed of
indwidual iterns above a certain threshold that are most Likely
to have an impact on the financial statements The Audit and
Risk Committee reviews the external Auditor's report and the
individual tems that breach the matenality thresholds and
assess thew relative impact on the reported statements income
statement, balance sheet, statement of changes in equity and
cash flow as well as the notes to the accounts

The Comrnittee requests further clanfication from both the
external Auditor, the Group Finance Director and Group Financial
Controller as to the nature of these items and also therr relative
impartance in the financial statements

After having made such enquiries, the Audit and Risk Committee
are satisfied that matenality has been applied correctly in the
accounts and that material items brought to therr attention
remain unadjusted where their inclusion would not cause
detriment to the overall reading of the financial statements

Disclosure of information to Auditor

The Directors who held office at the date of the approval of this
Directors’ report confirm that, so far as they are each aware,
there 1s no relevant audit information of which the Company's
Auditor 1s unaware, and each Director has taken all steps that
they ought to have taken as a Director to make themselves
aware of any relevant audit information and to establish that the
Company’s Audrtor 1s aware of that information

Statutory Auditor

The Committee provides a forum for reporting by the Group's
Audrtor (KPMG), and it advises the Board on the appomntment,
independence and objectivity of the Auditor and on the
remuneration for both statutory audit and non-audit work

It also discussed the nature, scope and timung of the statutory
audit with the Auditor The Audit and Risk Committee annually
performs an independent assessment of the surtability and
performance of the Auditor in making its recommendation to the
Board for their re-appointment

Auditor independence

The Committee takes seriously Its responsibility to put in
place safeguards to Auditor objectivity and independence
The Company 1s committed to ensuring appropriate
independence In its relationship with the Auditor and the key
safeguards are

+ the Group Finance Director monitors the independence of
the Auditor as part of the Group's assessment of Auditor
effectiveness and reports to the Audit and Risk Committee

+ the Audrt and Risk Committee routinely benchmarks the level
of the Group audit fee against other comparable companies,
both within and outside of the Group's sector, to ensure
ongoing objectivity in the audit process

+ the Group Finance Director monitors the level and nature
of non-audrt fees accruing to the Auditer, and specific
assignmenits are discussed in advance with the Auditor and
flagged for the approval of the Audit and Risk Commuttee, as
appropriate, and in accordance with the Company's policy on
the prowvision of non-audit services by the Auditor The Audit
and Risk Committee reviews, in aggregate, non-audit fees of
this nature on a six menthly basis and constders implications
for the objectraty and iIndependence of the relationship with
the Audrtor

Ensuring conflicts of interest are avoided is a fundamental
critenton 1n the selection of any third party auditor for
assignments with which the Group 1s involved Such conflicts
may arise across public or private sector clients and key supplier
relationships, for example, and are a key determinant in the
award process for external audit assignments

Non-audit fees

The Committee has established a poticy on the provision

of services by the Group's Auditor The policy describes the
crcumstances in which the Auditor may be permitted to
undertake non-audit work for the Group The Committee
oversees compliance with the policy and considers and approves
requests to use the Auditor for non-audit work Any assignment
where the expected fee 1s above £150,000 requires specific
approval from the Committee or a member of the Committee
The Deputy Company Secretary deals with day-to-day
administration of the policy, facilitating requests for approval by
the Committee The Auditor undertook various non-audit work
such as assistance on acquisitions and bids across our business
in 2013

The policy is reviewed by the Committee annually Details of
audit and non-audit fees are given in note 7 on page 108

External Auditor performance

The Committee discussed the performance of KPMG duning
the period and was satisfied that the level of commurnication
and reporting was in line with requiremnents The evaluation
of KPMG also included the planming of the audit and a post
audit evaluation

External Auditor re-appointment

The Company's audit services were last subject to a tender
process in 2010 at which time KPMG Audit Plc replaced

Ernst & Young LLP as the Group's Auditor The lead audit partner
at Group level changed with effect from the beginning of the
current financial year His predecessor who had been lead

audit partner on KPMG's appointment in 2010 retired from the
firm in 2013 The lead audit partner 1s rotated on a five-yearly
basis There are no contractual obligations which restnct the
Commuttee’s choice of auditor The Code states that FTSE 350
cormparues should tender the prowision of audit services at least
every 10 years or explamn their approach, if different




KPMG Audnt Plc has notifred the Company that they are not
seeking reappointment This 1s to facilitate the orderly wind
down of the business of KPMG Audit Ple It 1s proposed that
KPMG LLP be put forward as the Auditor of the Company at the
forthcoming Annual General Meeting and wilt hold office from
the conclusion of this meeting until the conclusion of the next
general meeting at which accounts are latd before the Company,
and that their remuneration be fixed by the Directors

A resolution to appoint KPMG LLP as the Auditor of the Company
will be put forward at the forthcoming Annual General Meeting

Risk management and internal control

The Committee is responsible for reviewing the effectiveness
of the Group's system of internal control The system of
internal control 1s designed to manage rather than eliminate
the nsk of failure to achieve business objectives and can

only provide reasonable and not absolute assurance against
material misstatement or loss The Board has established a
clear organisational structure with defined authornty levels
The day-to-day running of the Group’s business is delegated to
the Executive Directors of the Company The Executive Directors
meet with both operational and ftnance management on a
monthly basis through the Group's programme of monthly
operating board meetings

Key financial and operational measures are reported on a
monthly basis and are measured against both business plan
(budget) and monthly re-forecasts in these meetings

The Commuttee have implemented a programme of agenda
iterns that give thern the opportunity to hear on a more regular
basis from the Managing Directors of the Group's nine diisions
to determine the nsks inherent in those businesses and to
understand how risk and control processes work in their areas

On an annual basis, through the business planning process, each
business unit 1s required to prepare a risk assessment process on
the key strategic, operational, financial and accounting risks to
identify, evaluate and manage the significant risks to the Group's
business They include commeon definitions of risk and ensure, as
far as practicable, that the policies and procedures established
by the Board are appropriate to manage the perceived risks to
the Group

These assessments are supplemented by a detalled evaluation
of the key financial controls of the business units which are
cntically reviewed by the Group's Director of Compliance and
Risk Duning the year, the nisk assessment process revealed no
sigruficant risks of which the Board was not previously aware

The risks and uncertamties which are currently judged to

have the most significant impact on the Group's long term
performance are set out on pages 38 to 39 The Commuttee
has reviewed the effectrveness of the Group's risk management
and internal control systems Taking into account the existing
2013 policies and the refresh of the overall nsk management
framework commenced in 2013 and to be continued in 2014,
the Board, with the advice of the Commuttee, has reviewed

the effectiveness of the nsk management and internal controt
systems and 1s satisfied that the Group has in place effective nisk
management and intemal control systems
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Internal audit

The Group’s finance department includes a separate internal
audit function which 1s rnanaged by a qualified auditor A full
programme of internal audit visits has been completed dunng
the year The scope of audit work generally focuses on internal
management control and nsk procedures that are operating with
each of the Group's businesses

Witten reports are prepared on the results of internal audit
work duning the year and submitted alongside verbal updates
of in-progress activity to the Audit and Risk Committee by the
Group Internal Audit Director The representations given would
set out strengths and weaknesses identified dunng the work,
together with any recommendations for remedial action or
further review

The reports are reviewed and discussed with Executive Directors
Throughout the year the Group Internal Audit Director reports
on the work carried out

The Committee reviews management’s rasponse to the matters
raised and ensures that any action Is commensurate with the
level of nsk, whether real or perceived

There were no significant weaknesses identified in the year,

but a nurnber of recommendations were acted upon within
the Group to strengthen in-place controls or risk awareness
The Committee remains satisfied that the Group’s systems of
internal controls work well and that the resources required to
complete a full and targeted prograrnme of internal audit work,
within a group of Capita’s size, are in place

Anti-bribery and whistleblowing (speak up)

Capita has a Group wide anti-bribery and corruption policy to
comply with the Bribery Act 2010 and it penodically reviews
Its procedures to ensure continued effective compliance in s
businesses around the world

The policy provides the framework to encourage and give
employees confidence to ‘blow the whistle’ and report
irregulanties Employees are encouraged to raise concerns
with designated individuals, including the Executive Directors
or the Chairman of the Audit and Risk Commuttee All such
reports will be investigated and reported to the Committee,
together with details of corrective action taken The Group's
whistleblowing policy s monitored by the Commuttee and
incidences are reported on in each meeting by the Group Risk
and Compliance Director

Paul Bowtell
Charrman
Audit and Risk Committee

26 February 2014
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Remuneration Committee

Details of the Remuneration Committee and its activities are
given in the Directors’ remuneration report on pages 78 to 92

Dialogue with shareholders

The Board encourages and seeks to build a mutual understanding
of objectives between the Group and its shareholders As part of
this process the Executive Directors make regular presentations
and meet with institutional shareholders to discuss the Group's
business model and growth strategy, address any issues of
concern, obtain feedback and consider corporate governance
1ssues The Board welcomes the revised UK Stewardship

Code 2012 and the steps it has made to improve engagement
and purposeful dialogue between companies and investors

All shareholders are encouraged to attend the Annual General
Meeting and information for shareholders ts avallable on the
Company's website — www capita co uk All the Non-Executive
Directors are available to meet with shareholders to understand
therr views more fully The Chairman is personally available to the
significant shareholders of the Group

The Corporate Communications 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 Group's website

at www capita co uk A telephone helpline, 3871 664 0300,
provides a contact point directly to the Group's registrars

All members of the Board, including the Non-Executive
Directors, recerve a report on any significant discussions with
shareholders and feedback that foliows the annual and half-
yearly presentations to investment analysts and shareholders
All analyst reports concerning Capita are circulated to

the Directors

Directors, ncluding the Chair of the various commuttees, are

present at the Annual General Meeting to answer any questions
The Board particularly encourages communication with and the
participation of private investors at the Annual General Meeting

Internal control

This process 1s regularly reviewed by the Board The Group's key
internal control procedures are fully docummented within the
strategic report on pages 1to 57

Group Finanaal Services Risk Committee

The Group Finanaial Services Risk Commuttee was established

at the beginning of 2012 and meets at least quarterly to

assess the nsks across Capita's financial services businesses

The Forum 1s chaired by Tim Brooke, independent non-executive
Membership Indudes Martin Bolland, Vic Gysin and Gordon
Hurst with the Group Risk & Compliance Director and the Group
Internal Audit Director Other key divisional staff are invited to
attend and report to this forum All Non-Executive Directors
have open invitations to attend any of these meetings

The terms of reference for this forum include

= reviewing and commenting upon Group control function
oversight plans and monitoning therr progress

- reviewing matenal findings ansing from oversight activities and
i5sues identified by management

« tracking key regulatory changes impacting on the Group's
regulated firms

« tracking key business developments, including bids,
acquisitions and offshoring developments

+ recewving updates on regulatory capital issues (e g ICAAP)

« reviewing and adopting policies applicable to the financial
services businesses

+ identifying itemns for the attention of the Board or Audit
Committee

The scope of the Committee includes the FCA in the UK and the
equivalent financial services regulator in other jurisdictions where
the Group operates regulated finanoial services firms

The Group Finanaial Services Risk Committee met five times in
2013 and attendance was as follows

Name of member Number of meetings attended
Tim Brooke 5
Martin Bolland 1
Vic Gystn 4
Gordon Hurst 5
Chnis Terry — Group Risk &

Compliance Drrector 4

Martin Bolland was appointed in September 2013 following a change to the terms
of reference

During 2013 we formed the Non-Financial Services Risk
Comrrittee This will be formalised in the same way as the
Financial Services Risk Committee and will be reported on

tn 2014
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Other statutory and regulatory information

Strategic report

The Company 1s required to prepare a fair review of the business
of the Group during the financial year ended 31 December 2013
and of the position of the Group at the end of the financial

year and a description of the pnncipal nisks and uncertainties
facing the Group (known as a ‘strategic report’) The purpose

of the strategic report 15 to enable shareholders to assess how
the Directors have performed their duty under Section 172 of
the Cormpanies Act 2006 (duty to promote the success of the
Company} The information that fulfils the requirements of the
strategic report can be found in pages 1to 57 Details of the
Group's business goal, strategy and model are on pages 6 and 7
The information that fulfils the requirements of the corporate
governance report can be found in pages 61to 77

Corporate governance report

The corporate governance statement as required by Rule 721 of
the Financial Conduct Authority’s Disclosure and Transparency
Rules 1s set out on pages 61to 77

Management report

For the purposes of Rule 41 5R(2) and Rule 41 8 of the Financial
Conduct Authority's Disclosure and Transparency Rules, this
Directors’ report and the strategic report on pages 1to 92
comprise the management report

Events after the balance sheet date
There were no events after the balance sheet date

Appointment, re-appointment and removal of Directors

Directors are appointed and may be removed in accordance with
the Articles of Association of the Company and the provisions of
the Compantes Act 2006

All Directors are subject to election at the first Annual General
Meeting after therr appointment and to re-election at intervals
of no more than three years in accerdance with the Code and

the Company’s Articles of Association However, all Directors
(apart from Paul Pindar and Martina King) will retire and will offer
themselves for re-election {Dawn Marriott-Sims for election) at
the Annual General Meeting in May, in accordance with the UK
Corporate Gavernance Code

No person, other than a Director retinng at the meeting, shall
be appointed or re-appomnted 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
seven and 35 days’ notice, executed by a member qualified to
vote on the appointment or re-appointment, has been given

to the Company of the intention to propose that person

for appointment or re-appontment, together with notice
executed by that person of lis/her willingness to be appointed

or re-appointed

Group activities

Capita 1s the leading UK provider of business process
management solutions and integrated professional support
services to organisations across the public and private sectors
The Group's 11 chosen markets are 1 the public sector - central
government, local government, education, health, justice and
emergency services and defence, and in the private sector - life
and penstons, Insurance, financial services, retall, utilities and
telecoms and other private sector

On behalf of its clients, Capita aims to improve service

quality, reduce costs of service delivery and enable clients to
transform the way that they deliver services to their customers
The services that Capita provides are essential to the smooth
running and success of its clients’ operations Capita designs,
successfully implements and manages talored service solutions,
ranging across administration, nfermation technology, financial,
human resources, property and customer service functions
Capita maintains leading positions in the majonity of its

markets due to1ts scale and ability to draw on this wide base of
professional services, detailed market knowledge and extensive
business process transformation and change management skills

A review of the development of the Group and its business
activities duning the year 1s contained in the strategic report
on pages 1to 57 Our divisional operations and financial
performance are detailed on pages 31 to 46

Profits and dividends

The Group underlying profit before taxation amounted to
£4750m (2012 £4170m) The Directors recommend a final
dwidend of 17 8p share {2012 15 6p per share) to be paid on

28 May 2014 to ordinary shareholders on the Register on 22 April
2014 This gives a total dividend for the year of 26 5p per share
{2012 23 5p per share)

The employee benefit trust has waved its right to receive a
dividend on the shares being held within the Trust

Conflicts policy

Under the Companies Act 2006, Directors are under an
obligation to avoid situations in which their nterests 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 Capita Procedures were implemented for evaluating
and managing conflicts that have been identified In a way that
ensures that deaisions are not comprormised by a conflicted
Director Inaddition, 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 ensuning 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 s in place and 1s kept
under regular review

podas y8ajens
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Other statutory and regulatory information

The Board has authorised the conflict of Gordon Hurst being a
trustee of both the Capita Pension and Life Assurance Scheme
and the Capita Group Money Purchase Scheme, 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 matertal 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 matenal
interest in any contract with the Company or its subsidiary
undertakings, other than their contracts of employment

Major shareholders

At 31 December 2013, the Company had received notifications
that the following were interested in accordance with the DTRs

% of voting

nghtsasat Number Number

Number 31 Decernber of shares of shares
Shareholder of shares 2013 direct indirect
BlackRock Inc* 34,483,013 523 34483013
invesco Limited 137,426,761 2085 137,426,761
Legat & Ceneral 19,924,558 302 17089325 2835229
Group Plc
Veritas Asset 39,682,540 602 36,682,540
Management
{UK) Limited

* This figure ancludes a contract for difference (CFD) for 2,286,691

On 20 February 2014, the Company had received notifications
that the following were interested in accordance with the DTRs

% of voting

Number rights as at Numberof Number of
Shareholder of shares 20 February 2014  sharesdirect  shares indirect
BlackRock Inc* 36,153,457 549 36,153,457
Invesco Limited 131,365,538 1993 131,365,538
Legal & General
Group Plc 19,818,538 301 16,892,470 2,926,068
Veritas Asset
Management
(UK) Limited 42,647,140 647 42647140

* This figure includes a contract for difference (CFD) for 1,848,678

Directors’ interests

Detalls of Directors’ interests tn the share capital of the Company
are listed on page 89

Share capitat

At 20 February 2014, 665,880,515 ordinary shares of 21/15p
each have beenissued and are fully paid up and are quoted

on the London Stock Exchange 10,765,823 shares are held in
treasury and the total voting rights equated to 659,114,692
During the year ended 31 December 2013, options were
exercised pursuant to the Company’s share option schemes,
resulting in the allotment of 1,402,641 new ordinary shares
10,977 shares have been allotted under these schemes since the
end of the financial year to the date of this report 0 3% of the
tssued share capital 1s held within an employee benefit trust for
the use of satisfying employee share options

The share price at 31 December 2013 was 1,038p The highest
share price in the period was 1,057p and the lowest was 762p

The Company renewed tts authonty to repurchase up to 10%
of its own 1ssued share capital at the Annual General Meeting in
May 2013 During the year the Company did not purchase any
shares (2012

Going concern

The Croup’s business activities, together with the factors likely to
affect its future development, performance and position are set
out in the strategic report on pages 1to 57 The financial position
of the Group, its cash flows, iquidity position and borrowing
facilities are descnbed on pages 40 to 45 in addition, note 26

to the financial statements on page 120 includes the Group's
objectives, policies and processes for managing its capital, its
financial risk management objectives, details of its financial
Instruments and hedging activities, and its exposures to credit
risk and lquidity risk

The Group has considerable financial resources tagether with
long term contracts with a wide range of public and private
sector chients and suppliers As a consequence, the Directors
believe that the Group 1s well placed to manage its business
risk successfully

After making enquiries, and In accordance with the FRC's
Going Concern and Liquidity Risk Guidance for Directors of UK
Companies 20089, the Directors have a reasonable expectation
that the Company and the Group have adequate resources to
continue In operational existence for the foreseeable future
Accordingly, they continue to adopt the going concern basis in
prepanng the annual report and accounts

Disabted persons

it 1s the Group's policy to give full consideration to suitable
applications for employment of disabled persons and to

ensure that any reasonable adjustments are made to either
workplace or job content to accommodate a person's disabilities
Disabled employees are eligible to participate in all career
development opportumties avalable to employees and will be
supported to do so Oppartunities also exist for employees of the
Group who become disabled to continue in their employment
with any reasonable adjustments being made or to be retrained
for other positions in the Group




Employee involvement

Capita iIs committed to iInvolving all employees in the
performance and development of the Group Its approach
to employee development offers continual challenges in

the job, fearning opportunities and personal development
The Group supports employees through a comprehensive
range of key business and management skills and personal
development programmes through the Capita Academy and
Capita Manager Academy At the same time our businesses
provide business-specific training for all employees relevant
to their role In addition, the Group supports the achievement
of professional qualifications including a range of National
Vocational Qualificatrons

The Group encourages all of its employees to participate fully In
the business through open dialogue Employees receive news of
the Group through frequent email notices, nternal notice board
statements, the Group employee intranet, Capita Connections,
and regular email updates on business performance from both
Divisional and Group Directors Capita Connections enables
employees to manage thew work more efficently and to share
information within and between business units and employees
are encouraged to contnbute news, views and feedback

The Group maintains a strong communicaticns 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

Capita has an established employee share plan designed to
promote employee share ownership and to give employees the
opportunity to participate in the future success of the Group

In keeping with its belief that employees are the Group’s most
valuable asset, the Group operates employee awards schemes
both at Group and divisional level These celebrate the core
values that embody the orgamisatton and reward employees
for service excellence, teamwork, leadership, cost saving and
efficiency and chantable support and community engagement

Political donations

The Group cid not make any political denation or incur arty
political expenditure during the year

Green house gas emissions

Details of the Group's greenhouse gas emissions are set cut on
page 50 of the strategic report

Financial instruments

The Group's ftnancial instruments pnmarily comprise bonds,
bank loans, finance leases and overdrafts The principal purpose
of these 1s to raise funds for the Group's operattons In addrtion,
various other financial istruments such as trade creditors and
trade debtors anse directly from its operations From tume to
time, the Group also enters into derwvative transactions, pnmarily
interest rate swaps, currency swaps and forward exchange
contracts, the purpose of which is to manage interest nsk and
currency risk, ansing from the Group’s operations and its

sources of finance
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The main financial nisks, to which the Group has exposure, are
interest rate nsk, lquidity risk, credit nsk and foreign currency risk

The Group borrows in setected currencies 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 Its exposure to interest rate fluctuations

In respect of iquidity nsk, the Group aims to maintain a balance
between continuity of funding and flexibihity through the use

of multiple sources of funding including bonds, bank loans,

loan notes, finance leases and overdrafts, over a broad spread
of maturrties

In respect of credit nsk, the Group trades only with recogrised,
creditworthy third parties It 1s the Group's policy that all
clients who wish to trade on credit terms are subject to credit
venffication procedures In addition, recervable balances are
monitored on an ongoing basis with the result that the Group’s
exposure to bad debt 1s not significant

With respect to credit nisk ansing from the other financiat assets
of the Group, such as cash, financial investiments and denvative
nstrurnents, the Group's exposure to credit risk arises 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 their obligations

The Group 1s not generally exposed to significant foreign
currency risk, except in respect of its overseas operations in India
and South Africa, which generates exposure to movements in the
Indian Rupee and South African Rand exchange rates The Group
seeks to mitigate the effect of this exposure by entenng forward
currency mstruments, including non-deliverable forward
contracts, to fix the sterting cost of highly probable forecast
transactions denominated m Indian Rupees and South African
Rand Further detalls of the Group's financial instruments can

be found in note 26 to the consolidated financial staterments on
pages 120 to 126

Qualifying third party indemnity provisions for the
benefit of Directors

Under the Companies Act 2006, companies are under an
obligation to disclose any indemnities which are in force in
favour of their directors The current Articles of Association of
the Company contains a provision that enables the Company

to indemmify the Directors of the Company in respect of certain
biabilities and costs that they might incur in the execution of their
duties as Directors Such provisions have been in force during the
year and are in force at the date this report 1s approved Copies of
the relevant extract from the Articles of Association are avallable
for inspection at the registered office of the Company during
normal business hours on any weekday and will be available at
the venue of the 2014 Annual General Meeting from 15 minutes
before the meeting until it ends
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Other statutory and regulatory information

Powers of Directors

The business of the Company shall be managed by the Directors
who are subject to the provisions of the Companies Act 2006,
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 special resolution of the Company’s shareholders

Change of control

All of the Company’s share schemes contain provisions in refation
to a change of control Outstanding options and awards would
normaily vest and become exerasable an a change of contraol,
subject to the satisfaction of any performance conditions at

that time

Capita has a number of borrowing facilities provided by vanous
banks and cther financial institutions Capita's bank debt
contains a change of control provision under which the banks
may require Immediate repayment in full on change of control
The bonds issued by Capita contain 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 Capita does not obtain an
nvestment grade credit rating

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

Rights and restrictions attaching to shares

Under the Company’s Articles of Association, holders of ordinary
shares are entitled to partiapate in the receipt of dividends pro
rata to their holding The Board may propose and pay an interim
dividend and recommend a final dvidend, in respect of any
accounting period out of the profits available for distribution
under Englsh law A final dvidend may be declared by the
shareholders in the general meetwg by ordinary resolution,

but no dividend may be declared in excess of the arnount
recommended by the Board

At any general meeting a resolution put to vote at the meeting
shall be decided on a poll On a 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 securities in the Company carrying special
rights with regard to control of the Company The Company

Is not aware of any agreements between holders of securities
that may result in restrictions on the transfer of securities or on
voting rights

Restrictions on transfer of shares

The Company’s Articles of Association allow Directors to, In
their absolute discretion, refuse to register the transfer of a share
in certificated form unless the mstrument of transfer is lodged,
duly stamped, at the registered office of the Company, or at
such other place as the Directors may appoint and {except in
the case of a transfer by a recognised person where a certificate
has not been issued in respect of the share) 1s accompanied by
the certificate for the share to which 1t relates and such other
evidence as the Directors may reasonably require to show the
right of the transferor to make the transfer They may also refuse
to register any such transfer where it 15 in favour of more than
four transferees or in respect of more than one 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 i1s exempted from the requirement) under the
Uncertificated Securities Regulations to register the transfer

Annual General Meeting

The 2014 Annual General Meeting (AGM) of the Company

will be held at Deutsche Bank, Winchester House, 1 Great
Winchester Street, London, ECZN 2DB, on 12 May 2014 At the
AGM anumber of resolutions will be proposed The resolutions
are set out In the Notice of Meeting, which 1s sent to
shareholders with the 2013 annual report and accounts and
includes notes explaining the business to be transacted and 1
also avallable on the Company's website at www capita co uk
In May 2013 shareholders granted authority for the Company
to purchase up to 65,533,675 ordinary shares which will expire
at the conclusion of the 2015 AGM No shares were purchased
during 2013 A resolution to renew this authority will be put to
shareholders at the 2074 Annual General Meeting

In May 2013 shareholders also granted authority for the
Company to 1ssue up to 216,261,127 ordinary shares which will
expire at the conclusion of the 2015 AGM 1,402,641 Shares were
issued during 2013 A resolution to renew this authority will be
put to shareholders at the 2014 Annual General Meeting

The Directors consider that each of the resclutions are in the
best interests of the Company and the shareholders as a whole
and recommend that shareholders vote in favour of all of

the resolutions
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Statement of Directors’ responsibilities in respect of
the annual report and the financial statements

The Directors are responsible for prepanng the annual report
and the Group and parent company financial statements in
accordance with applicable law and regulations

Company law requires the Directors to prepare Group and parent
company financial statements for each financial year Under that
law they are required to prepare the Group financial statements
in accordance with IFRSs as adopted by the EU and applicable
law and have elected to prepare the parent company financial
statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice)

Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and

fair view of the state of affairs of the Group and parent company
and of their profit or loss for that peniod In preparing each of the
Group and parent company financial statements, the Directors
are required to

- select suitable accounting policies and then apply them
consistently

+ make jJudgements and estimates that are reasonable and
prudent

+ for the Group financial statements, state whether they have
been prepared in accordance with IFRSs as adopted by the EU

« for the parent company financial statements, state whether
applicable UK Accounting Standards have been followed,
subject to any material departures disclosed and explained in
the parent company financial statements

+ prepare the financial statements on the going concern basis
uniess It 15 nappropriate to presume that the Group and the
parent company will continue in business

The Directors are responsible for keeping adequate accounting
records that are suffictent to show and explain the parent
company’s transactions and disclose with reasonable accuracy
at any time the financial position of the parent company and
enable them to ensure that its financial statements comply with
the Companies Act 2006 They have general responsibility for
taking such steps as are reasonably open to them to safeguard
the assets of the Group and to prevent and detect fraud and
other irregularities

Under applicable law and regulations, the Directors are also
responsible for preparing a strategic report, Cirectors’ report,
Drrectors’ remuneration report and corporate governance
statement that complies with that law and those regulations

The Directors are responsible for the maintenance and integnty
of the corporate and financial information included on the
Company’s website Legislation in the UK governing the
preparation and dissermination of financial statements may
differ from legislation in other junsdictions

Details of the principal risk categonies can be found on pages
38and 39

Approval of the annual accounts

Directors’ responsibility statement

We, the Directors of the Company, confirm that to the best
of our knowledge

+ the financial statements prepared in accordance with the
applicable set of accounting standards, give a true and far
view of the assets, lrabilities, financial position and profit or
loss of the Company and the undertakings included in the
consolidation as a whole

» the Directors’ report, including content contained by
reference, includes a fair review of the development and
performance of the business and the position of the Issuer
and the undertakings included in the consolidation taken as
a whole, together with a description of the principal nsks and
uncertainties that they face

Directors’ statement on the annual report

The Directors consider the annual report taken as a whole,
to be far, balanced and understandable and that it provides
the information necessary for the shareholders to assess the
Company's performance, business model and strategy

On behalf of the Board
Gordon Hurst &q
Group Finance Directorand Comp:fny Secretary

26 February 2014

Capita plc
Registered in England and Wales No 2081330
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Directors’ remuneration report

Annual statement from the Remuneration
Committee Chair

Dear shareholder,

It s my pleasure to report on the activities of the Remuneration
Commuttee for the period to 31 December 2013 This year's
remuneration report has been prepared in accordance with

the new rermuneration reporting regime and will be presented
to shareholders for approval at the forthcoming AGM to be
held on 12 May 2014 At the AGM, shareholders will have the
opportunity to vote on two separate remuneration resolutions
as follows

* a binding vote on the Directors’ Remuneration Palicy as set
out on pages 81 to 83, which describes the Company's forward
looking Remuneration Policy which will operate from 1 January
2014 and wilt, subject to shareholder approval, become
formally effective from the conclusion of the 2014 AGM, and

+ an advisory vote on the annual report on remuneration as set
out on pages 84 to 92, which provides details of how the Policy
for 2014 will be operated and the remuneration earned by
Directors in the year ended 31 Decernber 2013

Readers of this report in previous years will be aware that

our policy 1s to maintain the Company’s Executive Directors’
base salaries around the lower quartile of the FTSE 100, with
performance-related pay forming a sigrificant part of overall
remuneration However, our Executive Directors’ base salanes
have remained at the bottom of the lower quartile for a number
of years with the gap between therr salaries and other members
of the lower quartile expanding and we therefore decided to
investigate and address this 1ssue 'We appointed Deloitte to
conduct research and we undertook a consultation with our
major shareholders, the Association of British Insurers and
Institutional Shareholder Services regarding some key proposed
changes to Executive Directors’ remuneration 1'd like to thank
our shareholders, the ABI and ISS for ther time and views on
addressing this issue, which resulted in overwhelming support
from our major sharehelders on the proposals

The revised remuneration arrangements are outlined in this
year’s remuneration report and the Remuneration Policy and
will be subject to shareholder approval at the 2074 AGM

The Committee made a number of changes to the remuneration
structure, although the changes remain consistent with our
existing Remuneration Policy

Summary of remuneration policy and strategy

The remuneration strategy of Capita is to provide a pay
package that

» attracts, motivates and retains the best employees
* encourages and 1s supportive of a high performance culture

+ rewards the fulfilment of the overall business plan of
the Group

+ aligns management with the interests of our sharehclders
and other external stakeholders

* 1 consistent with our sk poliaes and systems

In order to achreve this, our Remuneration Policy for Executive
Directors is to set fixed pay (base salary plus benefits} around
the lower quartile and to offer the potential for competitive
levels of total pay if stretching performance targets attached

to Incentive awards are met Our policy is that performance-
related pay should form a significant part of Executive Directors'
rernuneration packages with an appropriate balance between
short and longer term targets linked to delivery of the Group's
business plan

Paul Pindar’s retirement

As also explained in our announcement n November 2013, Paul
Pindar will recerve no payments for salary after his retirement
on 28 February 2014 and no other payments in relation to his
retirement Awards outstanding under the Long Term Incentive
Plans and the Co-lnvestment Plan at the date of his retirement
will continue until therr matunity Such awards will remain
subject to the existing performance conditions and will be pro
rata reduced for the time period post retirement The Deferred
Annual Bonus Plan matching award made 1n 2013 will lapse

Remuneration policy for 2014 and overview of key changes

As explained above, a review has been undertaken of Executive
Directors’ remuneration and this has determined our policy geing
forward and this is detailed below

+ The maximurn total pay potential of Executive Directors has
been reduced Previously, the maximum vanable pay for the
CEO was approxirmately 950% of salary, this has mow been
reduced to 500% of salary and the maximurm vanable pay
for the other Executive Directors was approximately 800% of
salary, this has now been reduced to 450% of salary

Executive Director salanes are increased closer to a lower
quartile market positioning consistent with our existing
Remuneration Policy as shown on page 81

+ Grants under our Deferred Annual Borus matching share
scheme will cease There will also be no award to Andy
Parker, our mcoming CEO, equivalent to that granted to hus
predecessor under our Co-Investment Plan This will simplify
our long term ncentive arrangements and reduce vaniable pay
potential as a multiple of salary

+ Future LTIP awards will be subject to a combination of ROCE
and EPS performance measures




The rebalanaing of increased salaries and reduced vanable pay
potential will result in a reduction in total pay potential

Graph removed

* Companies based an average market capitalisation :n 3 morniths to 1 January 2014

Key principles underlying the changes

+ Alignment with remuneration policy our Remuneration Policy
is for executive pay to be highly performance-onientated with
fixed pay (salary and benefits) set around the lower quartile
However, our current Executive Director base salaries being
consistently at the bottom of the lower quartile and virtually
the lowest amongst similar sized FTSE companies, were
mconsistent with that policy These changes more closely
align salaries with our intended salary market positioning

- Competitive pay packages for recruiting key talent low
Executive Director salaries have compressed salaries for other
senior staff and have impacted our ability to recrunt effectively
at Divisional Director level and below The changes will
address this 1ssue and ensure that we can offer competitive
salaries throughout the business to both retain and attract
talent effectvely

+ Retention of the management team as illustrated on the total
shareholder return chart on page 92, Capita’s management
tearn has consistently generated amongst the highest levels
of returns to shareholders of FTSE 100 compantes

The Board 15 firmly of the wiew that retention of the current
management team Is vital to the continuation of this
success Additionally, the CEO succession plan, leading to
the promation of our internal candidate, Andy Parker, and
his replacement COO, Dawn Marniot-Sims, another internal
promotion, led the Commuttee to believe that an important
factor in secuning their future retention will be ensuring that
they regard their pay arrangements, and in particular their
salaries, as fair and appropriately competitive

- Appropriate leverage in package 1n order to ensure total pay
levels are competitive, Executive Directors currently have high
multiples of variable pay potential to offset their low salaries
The changes will restructure the pay arrangements to reduce
the extent of leverage and, as a consequence, significantly
reduce the maximum potential total pay for Directors, whilst
keeping themn at competitive market rates
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+ Simplicity Capita currently operates two different long g
term ncentive schemes which are both subject to an EPS -
performance target Qur changes simplify this arrangement by
rernoving one of those long term schemes We believe this will g
improve the hine of sight for participants and increase clarity §
for shareholders 2
= Alignment with strategy a key principle of our pay philosophy
Is that pay should be aligned with delivery of strategic
goals The Committee believes that to measure long term A
performance against a broader range of performance metrics 2
will better reflect delivery of the business plan and our )

strategic priorities The proposal also responds to requests
from some of our shareholders for us to use a wider selection
of performance measures We have, therefore, added Return
on Capital Employed (ROCE) as an additional metric

In summary, our revised Executive Directors’ pay arrangements
for 2014 will comprise the following elements

Element of pay Details Performance conditions
Base salary CEC £500,000 nfa
FD £380,000
Other Directors
£300,000 - £340,000
Pension 5% of salary nfa
Benefits Private medical nfa
Insurance, company car
allowance, work travel
and accommeodation
Annual bonus Maximum potential of  Underlying Group profit
200% of salary before tax
Half paid in cash and
half deferred i shares
for three years
LTIP Award of shares worth  75% based on EPS, 25%
{at grant) 300% of based on ROCE Share
salary forthe CEQand  price underpin
250% of salary for
other Directors
DAB matching Final award in February EPS
awards 2014 inrelation to the

2013 annual bonus
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Directors’ remuneration report

Members of the Remuneration Committee

The following Non-Executive Directors were members of the
Remuneration Committee during 2013

Martina King (Chair}, Gillian Sheldon and Paul Bowtell

The Committee met five times during 2013 and the attendance
of the Commttee 1s shown on page 65

Key activities undertaken during 2013

In line with the responsibilities set out in the Remuneration
Committee’s terms of reference, the following key 1ssues were
discussed during the year

+ approval of the 2012 Directors' remunieration report

- review of bonus and share plan performance measures agamst
the 2012 year-end targets

+ review of the Committee’s terms of reference

- approval of the Rermuneration Policy Statement as required
under the FCA's Remuneration Code

» review and approval of all awards made under the Long Term
Incentive Plan {LTIP) and Deferred Annual Bonus {DAB}) plan,
taking Into account the total value of awards made under
these plans

+ review of Executive Directors’ shareholdings and levels
achieved

+ annual review of all Executive Directors’ and Chairman's base
salaries and benefits

« ratification of salary increases for Divistonal Directors in line
with Company policies

- assessment of the nsk environment surrounding the
Company's current remuneration arrangements

+ setting of targets for 2014 cash bonuses and deferred bonus
+ review of targets under the DAB and the LTIP

« review of the retirement of Paul Pindar and remuneration
for Andy Parker and Dawn Marnott-Sims

« areview of the total remuneration structure for
Executive Directors

= consideration of advisory bodies’ and institutional investors’
current guidelines on executive compensation

Performance and reward in 2013

2013 was a year of strong sales, operational and financial
performance The Group's financial results illustrate our ability
to deliver strong sustainable growth During the year the Group
successfully made 13 acquisitions Reporting record profits for
the 25th successive year, demonstrates the strength of our
business model, the strong and effective leadership of our senior
management team and the talents of our people

As previously disclosed, in November 2013 we completed the
disposal of some of our Insurance Distribution operations and
closed our SiP (Self Invested Pensions} admiristration business
based in Salisbury This followed a detailed review which
concluded that the route to recovery for these businesses would
take a long time and we therefore acted swiftly to resolve this

In 2013, these operations comprised £45m of Group revenue

and made a combined operating loss of £14 4m The combined

non-trading cash cost, net of tax, from the sale and closure 15 !
£38 5m The loss on disposal was £82 1Tm including £62 6m from

impairment of goodwill and intangible assets

The Group’s performance is reflected in the annual bonus
awarded to the Executive Directors In respect of performance
for the year, 200% of base salary was achieved Although the
targets were met in full the Remuneration Committee has used
its discretion that such bonuses will be scaled back due to the
partial sale of the insurance distribution business and the closure
of the SIP business The annual bonus for 2013 has therefore
been reduced by 25% t0 150% of salary In accordance with

the Remuneration Policy, 50% of the bonus achieved has been
deferred into shares under the DAB with three-year performance
targets (see page 90), strongly linking the interests of the
Executive Directors with those of the Group's shareholders

The remaining amount will be paid in cash |

Remuneration Committee discretion

The Remuneration Committee has exercised its discretion in
relation to the retirerent of Paul Pindar and also in respect
of the bonus awards for the period to 31 December 2013
Specifically the discretion has been used in relation to

Long Term Incentive Plan - Paul Pindar — Under the rules of the
plan the Board (delegated to the Remuneration Committee)
will determine the proportion of the awards that shall vest
upon retirement For this award it has been pro-rated in

Line with service, but continues to be subject to the same
performance conditions

Co Investment Plan - Paul Pindar - Under the rules of the
plan the Remuneration Committee may, at its discretion,
allow the participant to exercise If the participant 1s no longer
employed with the Company Using this discretion the award
was prorated in hine with service and is subject to the same
performance conditions

Bonus - All Executives — Although the bonus targets were met
in full, the Remuneration Committee has used its discretion
such that bonuses will be scaled back due to the parttal sale of
the insurance distribution business and the closure of the SIP
business The annuat bonus for 2013 has therefore been reduced
by 25% to 150% of salary

The Remuneration Committee has not exeraised any further
discretion duning the year

On behalf of the Committee | recommend this remuneration
report to you

Martina King
Charr of the Remuneration Committee




Remuneration Policy

This part of the remuneration report sets out the Company’s
Remuneration Policy (the 'Policy’) and has been prepared n
accordance with The Large and Medium-sized Companses and
Groups (Accounts and Reports) (Amendment) Regulations 2013
The Policy has been developed taking into account the principles
of the UK Corporate Governance Code 2012 and the views of
our major shareholders and descnbes the policy to be applied
from the date of its approval onwards The Policy will be putto a
binding shareholder vote at the 2014 AGM to be held on 12 May
2014 and, subject to shareholder approval, will take formal effect
from the conclusion of the AGM

Policy overview

The Commuttee 1s responsible, on behalf of the Board, for
establishing appropriate remuneration arrangements for the
Executive Directors and other serior management in the Group

In setting the Remuneratton Policy for the Executive Directors,

the Committee ensures that the arrangements are in the best

interest of both the Group and its shareholders, by taking into

account the following general principles

« to ensure total remuneration packages are simple and fair in
design so that they are valued by participants

» toensure that total remuneration s highly performance
orentated

Policy table
The following table sets cut the key aspects of the Policy
Element of pay Purpose and link to strategy Operation

Basesalaries  Toattract and retan

Normally reviewed annually in December
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» to balance performance-related pay between the achievement
of financial performance objectives and delivering sustamnable
performance, creating a clear connection between
performance and reward and providing a focus on sustatned
improvernents in profitability and returns

+ to provide a significant proportion of performance-linked
pay i shares allowing senior management to build a
significant shareholding in the business and, therefore, aligring
management with shareholders’ interests and the Group's
performance, without encouraging excessive risk-taking

Consideration of shareholder views

The Company Is commutted to maintaining good
communications with investors The Committee considers the
AGM to be an opportunity to meet and communicate with
investors, giving shareholders the opportunity to raise any
185ues or concerns they may have In addition, the Committee
will seek to engage directly with major shareholders and therr
representative bodies should any material changes be proposed
to the Policy

In formulating the Policy and the changes to the remuneration
structure for Executive Directors for 2014, letters containing

our draft proposals were sent to our top 10 shareholders who
represented more that 50% of our shares held and also to the
industry bodies Meetings were offered and were held with the
majonty of those contacted We received overwhelrming support
for the changes proposed for 2014

Maximum opporturity Performance framework

* There 1s no prescribed maxamum  « Individual and business

talent by ensuring base with any changes usually effective in
salaries are sufficently  January Review takes nto account
competitive

« salanes m similar companies and
comparably-sized companies

*+ Remuneration Policy

+ economic cimate

+ market conditions

+ Group performance

+ the role and responsibility of the
indnidual Director

» employee remuneration across the
broader workforce

The Cornrnittee may award salary
increases at other times of the year if it
considers it to be appropriate

monetary annual increase to base perforrmance are
salaries considerations insetting
base salares

The Committee 1s guided by the
general increase for the broader
workforce but on occasion may
recognise an iNcrease in certain
arcumstances such as, assumed
addinonal responsibility, an increase
In the scale or scope of the role
Larger increases may also be
considered appropniate if a Director
has been initially appointed to the
Board at a lower than typical salary

The Committee may award salary
ncreases at other times of the year
if 1t considers it to be appropriate
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Policy table (continued)
Element of pay

Annual Bonus  + Performance

and Deferred rmeasures are

Annual Bonus selected to focus

{DAB) Plan Executives on
delivery of the Group
business plan for the
financial year

Long Term + Designed to reward

Incentive and retain Executives

Plan {LTIP) over the longer term
while aligning therr
Interests with those
of shareholders

+ Tobalance
performance
pay between the
achievement
of financial
performance
objectives
and delwenng
sustainable
stock market
outperformance

+ Toencourage share
ownership and
provide further
alignment with
shareholders

ClosedPlans  + A one-off plan for

Co-Investment Paul Pindar

Plan + Designed toreward
Paul Pindar over
the longer term
while abgring his
interests with those
of shareholders

Purpose and link to strategy Operation

Maximum opportunity

Performance framework

The bonus scheme 1s reviewed annually - Maximum opporturuty of 200% of - Executive Directors’

to ensure that bonus opportunity and
performance measures continue to
support the business plan Stretching
targets are set at the start of each
financial year

+ Performance against targets Is reviewed

following cormpletion of the final
accounts for the period under review

50% of any bonus earned 1s delivered in
shares deferred for three years under the
DAB plan with the remainder delivered
in cash or deferred shares at the
Executive Director’s discretion

Dividends that accrue during the vesting
period may be paid in cash or shares at
the time of vesting

+ Clawback provisions apply to DAB for

overpayments due to matenal abnormal
wiite offs of an exceptional basis not
ncluded in norrmal underlying profit
before tax and EPS

LTIP awards are usually granted in the
form of il cost options

+ Award levels for each award are set by

the Committee at a level appropriate,

in the Committee's opinion, with the
ndividual’s performance and expenience
Performance targets applying to LTIP
awards are relevant to business plan
priorities and aligned with shareholder
interests

Full details of the operation of the LTIP
are set out on page 90

Vesting dependent on the achievement
of performance conditions measured
over a three-year period

- Performance targets are reviewed

+

annually by the Committee and are

set appropriate to the economic

and political outlook and risk factors
prevailing at the time, ensunng that
such targets remain challenging in the
arcumstances, whilst remaining realistic
enough to motivate and incentivise
management

Clawback provisions apply to LTIP for
overpayments due to material abnormal
write offs of an exceptional basis not
included in normal underlying profit
before tax and EPS

Amatching award was made following
the pledging of his personal shareholding
{£1m) at the time of the award The
pledged shares were made up of shares
within hus existing holding and also new
shares

Clawback provisions apply for
overpayments due to misstaternent or
error and other circumstances

salary

= The plan liritin respect of a

financial year 1s 165,000 shares or

300% of salary whichever 1s the
higher

+ Details of the matching award

are set out in the annual report
on remuneration on page 9

No further awards will be granted
under this plan

performance s
measured over a
one-year period relative
to challenging targets
for selected measures
of Group financial
performance

+ 50% of the bonus
will be paid at target
performance and
100% for maximum
performance No
payment will be
miade at below target
performance

+ Performanceis
measured over a
three-year period
relative to challenging
targets for selected
rmeasures of Group
financial performance

* Full details will be

published in the annual
report on remuneration
for the relevant year

+ 25% of the awards vest
at a threshold vesting
point rising to 100%
vesting at a maximum
vesting point

+ The matching awards

have a performance
target of total
shareholder return
compared tothe FTSE
100 index over a fixed
four-year penod and
an underlying financial
performance underpin

+ One-third wilk vest for

achieving median TSR
and straight-line vesting
between median and
upper quartile




Policy table (continued)

Amatching award of shares linked

Element of pay Purpose and bink to strategy  Operation
Deferred + Designedtoreward -
Annual Bonus and retain Executives

over the longer term
whilst aligning thetr
interests with those
of shareholders

Plan - Matching

Benefits + Designedtcbe .
consistent with
benefits available

to employees

in the Group

Designed to be .
consistent with
benefits available

to employees

in the Group

Pensions .

Set to attract .
and retan Non-
Executive Directors
with required

skills, experience

and knowledge so

that the Board can
effectively carry out -
its responsibilities
through the

prowsion of market
competitive fees

Non-Executive «
Directors’ fee

The annual bonus parformance measures are focused on Group financial measures which are selected annually consistent with key prionties for the Group

to their deferred bonus shares and
the matching award Is subject to
performance targets measured over a
three-year penod

Benefits include pension provision

or allowance, car allowance, private
medical nsurance, travel and property
hire Executive Directors’ can also
participate in all-employee share plans

Additional benefits may be provided
in future, for example, re-location
expenses, which are not currently
provided

Pension contributions are paid into the
Group's defined contribution scheme

As part of the review it was agreed that
where requested the Executive Directors
may take a pension allowance of up to
5% of salary rather than payment into

a pension

Reviewed periodically by the Board

Fee levels set by reference to market
rates, taking into account the
indvidual’s expenence, responsibility,
time commitments and the pay and
conditions in the workforce

No NED participate in the Group's
Incentive arrangements or pension plan
or recewves any other benefits other
than where travel to the Company's
registered office 1s recognised as a
taxable benefit in which case a NED may
receve prossed-up costs of travel as a
benefit
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Maximum opportunity Performance framework

+  Amaximum match of two + An EPS growth target
shares for each gross share deferred  has been used for the
under the Annual Bonus Plan planand the {ast award

» Benefit provision varies between  »
different Executive Directors

+ Whilst there 1s no maximum level
set by the Commuttee, benefits
provision will be set at alevel the
Commuttee considers appropriate
and be based on individual
crrcumstances

+ Partiapation in the Company's
HMRC-approved all-employee
share plan will be limited by the
maximum level prescribed by
HMRC

+ 5% of salary erther into Capita .
defined-contnbution scheme orasa
non-pensionable cash allowance

«  As for the Executive Directors .
there 1s no prescribed maximum
monetary annual increase The
Committee 15 gurded by the general
increase for the broader workforce
but on occasion may recognise an
Increase incertamn crcumstances,
such as assumed additsonal
responsibility or an increase in the
scale or scope of the role

+ An aggregate annual sum of
£500,000 and increased only
to take account of the effect of
inflation (or as nearly thereto
as Is convenient) as measured
by the Retail Price Index or such
index as the Directors consider
appropriate or such other amount
as the Company may by ordinary
resolution decide

wilt be made in early
2014 n respect of 2013
bonus award

33% of the awards vest
at a threshold vestng
pont nsing to 100%
vesting at a maximumnm
vesting point

Not performance-
related

Not performance-

related

Not performance-
related

The LTIP performance measures, EPS, ROCE and share price performance, reward significant long term returns to shareholders and long term financial growth

Targets are set on sliding scales that take account of internal strategic planning and external market expectations for the Compa

threshold performance with maximum rewards requinng substantial outperformance of challenging strategic plans approved at the start of each year

The Committee operates long term incentive arrangements for the Executrve Directors 1n accordance wath their respective rules, the Listing Rutes and the HMRC rules where relevant.
The Commuttee, consistent wath market practice and the scheme rules, retains discretion over a number of areas relating to the operation and administration of the plans These include

{but are not Lmited to) the following.

- who partiaipates
« the ummf of the grant of award and/or
- thesize o

ment

an award {up to indrdual and plan imits) and/or a payment

« discretion relating to the measurement of performance in the event of a ‘good leaver’ scenano or a change of control or reconstruction of the Company

» deterrmmnation of a good leaver {in addition to arty specified categones) for incentive plan pu
» adjustments required in certain arcumstances {e g nghts issues, corporate restructuring an

<
speaal drdends)

the ability to adjust existing performance conditions for exceptional events so that they can still fulfil their onginal purpose

Only modest rewards are available for achieving
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Illustrations of the application of our remuneration policy

The value and composition of the Executive Directors’
remuneration packages for the year ending 31 December 2014

at the minimum performance level, target performance level and
maximurn performance level are set out in the charts below

The graphs show an estimate of the remuneration that could be
receved by the Executve Directors under the Policy set out in
this report

Each Graph 15 broken down to show how the total under each
scenarro is made up of fixed elements of remuneration, the
annual bonus and the LTIP

Graph removed

The scenaros In the above graphs are defined as follows

Mimum

Fixed elements of remuneration Base salary asat 1fanuary 2014

Estimated value of benefits provided under
the Remuneration Policy

Pension contribution prowvided under the
Remuneration Policy

Annual bonus — Payout shown as a 0%
maximum 0% opportunity

Long Term Incentive Plan - Payout shown 0%
as amaximum 0% opporunity

Performance in line with Maximum remuneration recervable {(without

expectations (Target) allowing for share pnce appreciation)
100% of salary 200% of salary
50% of award 100% of award




The Committee considers pay and employment conditions
of employees in the Group when determining Executive
Directors’ remuneration policy

When considering the Executive Directors’ remuneration
structure and levels, the Committee reviews base salaries and
annual bonus arrangements for the management team, to
ensure that there 15 a consistent approach across the Group
The Annual Bonus Plan operates on a similar basis across the
senicr management team and aims to encourage a high level
of employee share ownership The key difference in the Policy
for Executive Directors is that remuneration is more heavily
weighted towards long term variable pay than other employees
This ensures that there is a clear link between the value
created for shareholders and the remuneration received by
the Executive Directors

The Committee did not formally consult with employees i
respect of the design of the Executive Director Rermuneration
Policy, although the Commuttee will keep this under review

Directors’ recruitment and promotions

The Committee takes into account the need to attract, retain
and motivate the best person for each position, while at the
sarme time ensuring a close alignment between the interasts
of shareholders and management

The maximum level of vanable remuneration which may be
granted {excluding awards to compensate for remuneration
arrangements and contractual terms forfeited on leaving the
previous employer) to new Executive Directors in the year of
recruitment shall be limited to the maximum bimit allowed
within the Policy table

If a new Executive Director was apponted, the Committee would
seek to align the remuneration package with the Policy approved
by shareholders, including the maximum bmit for the annual
bonus and LTIP set out in the Policy table However, flexibility
would be retained to offer remuneration on appointment outside
the Policy if the Committee believe it may be appropriate to
make 'buy-out’ awards or payments in respect of remuneration
arrangements and contractual terms forferted on leaving a
previous emplayer The Committee would look to replicate the
arrangements being forfeited as closely as possible and in doing
s0, would take account of relevanit factors including the nature of
the remuneration and contractual terms, performance conditions
and the time over which they would have vested or been pad
The Committee would seek to structure awards on recruitment
to be in line with the Company's remuneration frarmework so far
as practical but, if necessary, the Committee may also grant such
awards outside of that framework as permitted under Listing
Rule942

The initsal notice peniod for a service contract may be up to

24 months, which is longer than the policy of a 12-month notice
period, provided it reduces to 12 months within a short space

of time

For an internal appointment, any incentive amount awarded
in respect of a prier role may be atlowed to vest on its onginal
terms, or adjusted as relevant to take into account the
appointment Any other ongoing remuneration obligations
existing prior to appointment may continue

Capitaple | 85

The Committee may also agree that the Company will
meet certain re-location and incidental expenses as it
considers appropriate

In the event of the appointment of a new Non-Executive
Director, remuneration arrangements will normalty be in line
with the structure set out in the Policy table for Non-Executive
Directors However, the Committee (or the Board as appropriate)
may nclude any element lsted in the Policy table on page 81

to 83, or any other element which the Committee considers

I1s appropnate given the particular arcumstances excluding

any variable elerents, with due regard to the best interests

of shareholders

Directors’ service agreements and payments
for loss of office

The Commuttee regularly reviews the contractual terms of the
service agreement to ensure these reflect best practice

The service contracts for Executive Directors are for an indefinite
penod and provide for a one-year notice period They do

not include provisions for predetermined compensation on
termination that exceed one year's salary, pension and benefits
There are no arrangements in place between the Company and
its Directors that provide for compensation for loss of office
following a takeover tud All Directors are appointed for an
indefinite penod but are subject to annual re-election at the
Annual General Meeting

All Executive Directors’ service agreements are terminable on
12-months’ notice In crrcumstances of termination on notice the
Comrmittee will deterrrune an equitable compensation package,
having regard to the particular circumstances of the case

The Commuttee has discretion to require notice to be worked

or to make payrnent in Lieu of notice or to place the Director on
garden leave for the notice period

The annual bonus may be payable in respect of the peniod of the
bonus plan year worked by the Director, there 1s no provision

for an amount in Lieu of bonus to be payable for any part of the
notice period not worked This will be at the discretion of the
Remuneration Committee

DAB deferred shares will vest on the date of leaving other than
in arcumstances of disrmissal for gross misconduct

For entrtlement to shares under the deferred annual bonus
matchuing award and long term nicentive arrangements, the rules
contain discretionary provisions setting out the treatment of
awards where a participant leaves for designated reasons

(1e participants who leave early on account of injury, disability
or il health, death, a sale of therr employer or business in which
they were employed, statutory redundancy, retirement or

any other reason at the discretion of the Commuttee) In these
ciIrcumstances, a participant’s awards will not be forfeited on
cessation of employment and instead will continue to vest on the
normal vesting date or earlier at the discretion of the Commuttee,
subject to the perfarmance conditions attached to the relevant
awards The awards will, other than in exceptional arcumstances,
be scaled back pro rata for the penod of the performance period
worked by the Director
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In the event of a change of control, all unvested awards under the
deferred annual bonus and long term incentive arrangements
woutd vest, to the extent that any performance conditions
attached to the relevant awards have been achieved The awards
will, other than if the Commuttee determines otherwise, be
scaled back pro rata for the proportron of the performance
period worked by the Director prior to the change of control

For the DAB deferred shares, all will vest on the event of a change
of control

Non-Exacutive Directors’ terms of engagement

Non-Executive Directors are appointed by letter of appointment
for an initial pertod of three years Each appointment 1s
termenable by three-months’ notice on either side At the end of
the initial peniod, the appomtment may be renewed by mutual
consent, subject to annual re-election at the AGM

The service agreements and Non-Executive Directors’ letters of
appointment are available for inspection during normal business
hours at the Company's registered office, and available for
mspection at the AGM

Satisfaction of options

When satisfying awards made under its share plans, the
Company uses newly 1ssued, treasury or purchased shares
as appropriate

Dilution

All awards are made under plans that incorporate the overall
dilution bmit of 10% in 10 years The estimated dilution from
existing awards, including executive and all-employee share
awards, 1s approximately 6 11% of the Company's share capital
as at 31 December 2013

In drafting this section of the remuneration report, the
Commuttee reserves the right to make any remuneration
payments and payments for loss of office {including exerasing
any discretions available to it in connection with such payments)
notwithstanding that they are not in line with the Policy set out
above where the terms of the payment were agreed ()) before
the Policy came into effect or (n} at a time when the relevant
individual was not a Director of the Company and, in the opnion
of the Committee, the payment was not in consideration for

the individual becoming a Director of the Company For these
purposes ‘payments’ includes the Commuttee satisfying awards
of variable remuneration and, in relation to an award over shares,
the terms of the payment are ‘agreed’ at the time the award

i1s granted

The Committee may make rrinor amendrments to the Policy set
out above (for regulatory, exchange control, administrative or tax
purposes or to take account of a change in legislation), without
obtaining shareholder approval for that amendment

Annual report on remuneration

This part of the remuneration report has been prepared in
accordance with The Large and Medium-sized Companies and
Groups (Accounts and Reports) {Amendment) Regulations 2013
and paragraphs 9 8 6R and 9 8 8 of the Listing Rules The annual
report on remuneration will be put to an adwisory shareholder
vote at the 2014 AGM The information on pages 78 to 92 has
been audited as indicated

The Commuttee is responsible for determining and agreeing
with the Board the policy on Executive Directors' remuneration,
including setting the over-arching principles, parameters and
governance framework and determiming the imitial remuneration
package of each Executive Director In addition, the Committee
monitors the structure and level of remuneration for the senior
management team and s aware of pay and conditions in the
workforce generally and sets the Chairman’s fee

|
Responsibilities of the Committee
|
\
|

Members and activities of the Remuneration Commuttee

The members of the Remuneration Committee during 2013
were Martina King (Charr), Gillian Sheldon and Paul Bowtell

All members were Non-Executive Directors None of the
Committee members have day-to-day involvement with the
business nor do they have any personal financial interest, except
as shareholders, in the matters to be recommended The Deputy
Company Secretary acts as Secretary to the Committee

The number of formal meetings held and the attendance by each
mernber 15 shown in the table on page 65 The Committee also
held informal discussions as required

External advice received

Deloitte LLP was, following a review, appointed by the
Remuneration Committee during 2012 to provide advice

on executive remuneration matters During the year, the
Committee receved independent and objective advice from
Deloitte pnmarily on market practice and in relation to the
restructuring of executive remuneration packages Deloitte was
paid £53,000 in fees during 2073 for these services (charged on
a time plus expenses basis) Deloitte 1s a founding member of
the Remuneration Consultants Group and as such, voluntarty
operates under the code of conduct in relation to executive
remuneration consulting n the UK In addition, other practices
of Deloitte, separate from the executive remuneration practice,
has provided services to the Group in respect of tax, property,
advice to internzl audit and other ad hoc advisory projects
during the year




The fees were considered as appropriate for the work undertaken
and all fees were disclosed prior to the work being undertaken
Where appropriate, fees were tendered with other providers

to ensure that the fees were in line with market practice

and standards

The Committee also consulted with Paul Pindar and Andy
Parker to provide further information to the Committee on the
performance and proposed remuneration for the Executive
Directors and other senior management, but not in relation to
their own remuneration

Shareholder voting at AGM

The 2013 Directors’ remuneration report will be presented to
shareholders at the AGM in May 2014 At the AGM in 2013 the
actual voting in respect of the ordinary resolution to approve the
remuneration report for the year ended 31 December 2012 was

AGM 2013 Votes cast ‘For’ Votes cast ‘Against’ Abstentions®
Rermuneration report 471m 15m 903m
for the year ended 96% 4%

31 Decermnber 2012

¥ A vote abstained 1s not a vote in law and 15 not counted in the caleulation of the
proportion of votes for’ and 'against’ as resolutign

Statement of implementation of the Remuneration Policy
for 2014

Base salary

As explained on page 78 of this report, a consultation on
remuneration was undertaken in late 2013 Gur Remuneration
Policy 1s for executive pay to be highly performance-orientated
with fixed pay (salary and benefits) set around the market lower
quartile However, our 2013 Executive Director salaries are
inconsistent with that policy, being significantly below the market
lower quartile The Board is firmly of the view that retention

of the current management team is vital to the continuation

of the success of the Company The Commuttee believes that

an important factor in securing their retention will be ensuring
that they regard ther pay arrangements, and in particular their
salaries, as far and appropriately competitive in deterrmining the
salares, the Committee considered the overall total pay to the
Executive Directors As part of the review, total vanable pay has
been reduced significantly as explaned earlier

The salary of the new CEQ remains significantly below the lower
quartile in recognition of his new appointrment and relative
inexperience in the role The new COO (Dawn Marriott-Sims) has
a starting salary that has been set deliberately below that of the
other Directors and, therefore, below the lower quartile Inboth
cases, subject to therr performance in role, the Commuttee may
look to mncrease their salanes closer to the market lower quartile
m future years
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Accordingly base salary for 2014 will be

Base salary from
1 january 2014

£

Paul Pindar’ £390,000
Andy Parker £500,000
Gordon Hurst £380,000
Magg) Bell £340,000
Vic Gysin £340,000
Dawn Marriott-Stms £300,000

Notes

' Paul Pindar retired on 28 February 2014 and hasonly been paid 2/12 of £390,000
for 20614

Fees for the Chairman and Non-Executive Directors
A summary of the fees for 2014 are as follows

Fee from

1 januaryZO'lz

Martin Bolland — Chairman 200,000
Gillan Sheldon — Senior Independent Director 72,000
Paul Bowtell - Audit & Risk Committee Chair 62,000
Martina King — Remuneration Commuttee Char 62,000

Annual bonus for 2014

For 2014 the annual bonus opportunity will be 200% of base
salary The annual bonus will continue to be based against
financial performance of underlying profit before tax of

the Group

The Committee has chosen not to disclose, in advance,
the performance targets for the forthcoming year as
these include rtems which the Commuttee considers to be
commercially sensitive

50% of the bonus payable will be paid in cash and 50% will be
deferred into shares

Long term incentive to be granted in 2014

For the LTIP award to be granted in 2014, Andy Parker will be
awarded shares with a value at grant of 300% of salary and the
other Executives 250% of salary The performance conditions for
this award will be

+ EPS 18 75% vests for 6% pa EPS growth increasing to 75%
vesting for 12% pa EPS growth
2016 EPS comparedto 2013 EPS

» ROCE 6 25% vests for average ROCE of 14% increasing to
25% vesting for average ROCE of 16%
Average ROCE over 2014, 2015 and 2076 financial years

The performance period will run from 1 January 2014 to
31 December 2016

Share price underpin Capita's average share price at vesting
must not be below the average share price at the date of grant

A full defirition of ROCE 15 shown on page 43 of the
strategic report
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Directors’ remuneration earned in 2013 - single figure table (audited)
The table below surmmanses Directors’ remuneration recerved in 2013

Single figure remuneration
Pension
e Benefits  allowonce
Martin Bolland 2013 200,000 - -
2012 200,000 - -
Paul Pindar 2013 390,000 16,327 19,500
2012 380,000 8130 19,000
Andy Parker 20713 297,917 31,485 14,896
2012 230,000 30,310 13,800
Gordon Hurst 2013 290,000 17,675 14,500
2012 280,000 17,610 14,000
Maggi Bell 2013 240,000 15,408 239
2012 230,000 15,408 -
Vic Gysin 2013 260,000 89,346 13,000
2012 230,000 97,759 11,500
Gillian Shetden 2013 70,000 - -
2012 20,000 - -
Paul Bowtell 2013 60,000 - -
2012 60,000 - -
Martina King 2013 60,000 - -
2012 60,000 - -

Total
long term Total
Annual bonus e DAB - Match mcentives  remuneration
_ - - - 200,000
- - - - 200,000
585,000 864,571 333164 1197,735 2,208,562
760,000 619,262 251,841 871,103 2,038,233
487,500 419,186 168,799 587985 1,419,782
460,000 224,210 31,869 256,079 990,189
435,000 628,779 244,323 873102 1,630,277
560,000 450,055 184,540 634,595 1,506,205
360,000 628,779 199,893 828,672 1444,319
460,000 405,055 150,992 556,047 1,261,455
390,000 419,186 168,799 587,985 1,340,331
460,000 224,210 120,751 345,001 1,144,260
- - - - 70,000
- - - - 20,000
- - - - 60,000
- - - - 60,000
- - - - 60,000
- - - - 60,000

Base salary includes base salary plus fixed cash allowances which are a normal part of the fixed remuneration package and wsual local practice
Benefits include private medical insurance, company car allowance, work travel and accommodation These benefits are not pensionable

The annual bonus for 2013 was based an performance against financiat target of undertying profit before tax

Andy Parker was promated to Deputy Chief Executive from 1 June 2013 and his salary was increased to £325,000

Paul Pindar was additionally paid £100,000 n 2013 1n his pesition as Chairman of Integrated Dental Holdings

Performance targets for the LTIP were EPS+RPI and we achieved growth of 705% per annum above RPI which has meant vesting of 50 48%
Performance targets for the DAB were EPS+RPI and we achieved growth of 7 05% per annum above RPI which has meant vesting of 58 53%

Price for Leng Term Incentives was £10 38 on the 31 Decernber 2013

Vic Gyain's benefits included accommodation and travel of which income tax assessed by HMRC as payable on those were £40,000 and £33,041 respectively

For the year ending 2013 (paid in 2014}, each Executive Director
was awarded a bonus of 150% of base salary The bonuses are
awarded on the achievement of an annual target based on
underlying profit before tax The actual target range has not been
disclosed as this 1s considered by the Board to be commercially
sensitive information Although full achievement of the annual
target was met on an underlying basis, the Remuneration
Comrmuttee decided that the bonus should be scaled back

This was due to the exceptional item in respect of the sale of

the insurance distribution businiess and the closure of the SIP
business Thisis explained further in note 4 on page 105 and in
note 25 on page 119 The bonus has been split between 50% of
salary payable in cash and the remaining 50% in Deferred Shares
under the DAB This 1s a reduction of 25% of the total bonus that
would otherwise have been awarded

The DAB also includes a matching award of up to two shares
for each deferred share dependent on achievernent of certain
performance criteria over a three-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
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W
b
L
Long term incentive awards awarded in 2013 (audited) LTIP and DAB matching awards were granted as nil cost options %a
LTIP awards were awarded as a pre-defined number of shares as 2
DAB
Facevalueof  matchmg Facevalueof  Was the prevailing policy up to 2013 DAB matching awards were a
Name of Director LTiPaward  UTIPaward  award  DABaward  granted at a maximum ratio of 2 1to the annual bonus deferred )
Paul Pindar 165,000 £1,358775 92,288 £759992 by Dnrectorsin relation to the 2012 financral year LTiP and 3
Andy Park 120000  £988.200 55858  E459.991 DAB matching awards are subject to EPS performance over 3
y rarker ’ ! ' ’ the three-year period to 31 December 2015 with LTIP awards
Gordon Hurst 120,000  £988,200 68,002 £553,996  alsosubject to a share pnce underpin 33% of DAB matching
Magg) Bell 120000 £988200 55858 £459991 awardsand 20% of LTIP awards vest for achieving threshold EPS g
performance Full details of the performance conditions relating E
Vic Gysin 120,000  £988,200 MM718  £919998 g these awards are outlined on page 90 @

Dawn Marriott-Sims 40,000 £329,400 21,856  £179,984

1 The pnce on grant was £8 235

Directors’ interests and shareholding gundelines (audited)

Executive Directors are asked to hold 100% of salary i shares in the Company This is built up over a period of five years from
appointmment The guidelines include shares held beneficially and also shares within the DAB that have been deferred over the
three-year peniod Share awards that are subject to performance conditions are not included

|
|
|
|
shareincentive shareincentive Interestsm Interestsin ~ shareoption  share optron |
|

Interests in Interestsn Interestsin Interests in
schemes, schemes, shareincentive shareincentive schemeswhere schemes where
awarded awarded schernes, schemes, performance  performance  Percentage of
without without awarded subject awarded subject conditionshave conditionshave  shareholding
Beneficially Beneficially  performance  performance toperformance toperformance  beenmetbut beenmetbut tarpat

|
|
held interestsat heldinterestsat  condtionsat  conditionsat  condionsat  conditionsat  notexercased  notexerased requirement at |

37 December  31December  371December  31December  31December  31December at31December at31December  31December |

Director 2013 2022 2013 2012 2013 2012 2013 2012 2013
Martin Bolland 55,000 55.000 - - - - - - -
Paut Pindar 856,613 878,349 82,703 58,295 1,054,213 1,017,188 - 600,000 100%
Andy Parker - - 46,452 23,189 403,642 274,783 - - 48%
Gordon Hurst 25,158 40,891 61,767 61,581 468,217 440,740 - - 100%
Maggi Bell 73,542 86,584 49,864 34,977 448,760 426,059 - - 100%
Vic Gysin - 10,433 74,382 28,956 459,502 294,310 - 50,000 100%
Dawn Marnott-Sims' 227 - 11,155 - 141,856 - - - 20%
Cillian Sheldon - - - - - - - - -
Paul Bowtell - - - - - - - - -
Martina King fats 7 - - - - - - - |
1 Appointed 1 January 2014

2 The 2012 figures included shares held beneficially n the DAB which have now been released
? Based on salary from 1 January 2014

Between the end of the financial year and 28 February 2014, Gordon Hurst and Dawn Marriott-Sims acquired 27 and 31 shares

under the Capita Share Ownership Plan, increasing their beneficial interest in ordinary shares of the Company to 25,185 and
258 respectively
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Drrectors’ remuneration report

Share plans (audited)

Ptan name Deferred Annual Bonus (DAB) plan
The DAB Is split into two elements

Deferred award - this is the deferred alement of an indwidual’s
bonus Any deferral 1s made on a gross basis into Deferred Shares
or as a net restricted share award The Deferred Shares are held
for a period of three years from the date of award This part 1s not
subject to performance conditions

Matching award — this 15 awarded at a ratio of two shares for each
gross share awarded under the deferred award Matching awards
vest after a three-year holding period to the extent to which
performance criteria have been met

Once the award 1s made in February 2014 in respect of the bonus
in 2013 it 1s not planned to award any further matching awards
under this plan going forward

Unvested DAB matching awards at 31 December 2013 (audited)

2011 award 2012award 2013 award Total
Paul Pindar 54,838 Noawardmade 92,288 147126
Andy Parker 27,784 Noawardmade 55858 83,642
Gordon Hurst 40,215 Noawardmade 68,002 108,217
Magg Bell 32,902 Noawardmade 55858 88,760
Vic Gysin 27,784 Noawardmade 111,718 139,502
Dawn Marnictt-Sims - - 21,856 21,856

Unvested DAB deferred awards at 31 December 2013 (audited)

2011 award 2012award 2013 award Total
Paul Pindar 36,559 Noawardmade 46,144 82703
Andy Parker 18,523 Noawardmade 27929 46,452
Gordon Hurst 256,810 Noawardmade 34,001 60,81
Maggi Belt 21,935 Noawardmade 27929 49,864
Vic Gysin 18,523 Noawardmade 55859 74,382
Dawn Marriott-Sims - Noaward made 10,928 10,928

Performance critena

2010

EPS growth of RPI + 4% p a — 33% of the award vests
EPS growth of RPI +14% p a —100% of the award vests
Straight-line vesting occurs between these points

2011 onwards

EPS growth of RPI + 4% pa - 33% of the award vests
EPS growth of RPI +12% p a —100% of award vests

Straight-line vesting occurs between these points

Plan name Long Term Incentive Plan {2008 LTIF)

At the Annual General Meeting in 2008 the Long Term Incentive
Plan (LTIP) was approved by shareholders Under the plan rules
the Commuttee can award up to the higher of three times salary
or 165,000 shares

The vesting of awards will depend on performance measured
over a three-year peniod

Unvested LTIP awards at 31 December 2013 (audited)

2011 award 2012 award 2013 award Total
Paul Pindar 165,000 165,000 165,000 495,000
Andy Parker 80,000 120,000 120,000 320,000
Gordon Hurst 120,000 120,000 120,000 360,000
Magg Bell 120,000 120,000 120,000 360,000
Vic Gysin 80,000 120,000 120,000 320,000

Dawn Marnott-Sims - 40,000 40,000 40,000 120,000

Performance critena

2010

EPS growth of RPI + 4% p a —20% of the award vests
EPS growth of RPI +14% p a —100% of the award vests
Straight-line vesting occurs between these points
2011-2013

EPS growth of RPI + 4% pa - 20% of the award vests
EPS growth of RPI +12% p a — 100% of the award vests
Straight-line vesting occurs between these points

From 2014 awards will have performance conditions as
detailed below

+ EPS 18 75% vests for 6% p a EPS growth increasing to 75%
vesting for 12% pa EPS growth

+ ROCE 6 25% vests for average ROCE of 14% increasing to
25% vesting for average ROCE of 16%

For all LTIP awards, Capita's average share price at vesting must
not be below the average share price at the date of grant




Plan name Co-Investment Plan {CIP)

The Co-Investrment Plan (CIP} was approved and adopted at the
Annual General Meeting on 10 May 2071 as a one-off plan for
Paul Pindar

The CIP 15 split into two elements Paul Pindar pledged the
value of £1m of shares, made up of new and existing shares
These Pledged Shares do not have any performance conditions
as they are part of Paul Pindar’s personal shareholding

The second part was awarded in May 2011 as a matching award
with performance conditions over a four-year period

No further awards are planned under the CIP

Unvested co-investment award at 31 December 2013

2011 award

Paul Pindar 412,087

Performance critena
Capita's TSR over the performance period to be at upper quartile
to the constituents of the FTSE 100 Index

One-third will vest for achieving median TSR and straight-line
vesting between median and upper quartile

There will be no vesting of the matching award below
median TSR

Vesting will also be subject to the Committee being satisfied with

the underlying financial performance of the Company over the
performance period

Executive Directors’ service agreements
Detalls of the service agreements are set out below

Executive Directors Date of contract Notice period
Paul Pindar 17 December 2007 12 months
Andy Parker 10 January 201 12 months
Gordon Hurst 17 Decernber 2007 12 months
Magg Bell 1 August 2008 12 months
Vic Gysin 10 January 2011 12 months
Dawn Marriott-51ms 1 January 2014 12 months

Non-Executive Directors’ terms of engagement

In 2013 four Non-Executive Directors were considered to be
independent of the Company

Expiry date of current

Non-Executive Directors Date of joming the Board 3.year appointment

Martin Bolland 1 March 2008 Not applicable

Gillian Sheldon 1September 2012 31 August 2015
Martina King 1January 2005 Retiring AGM 2014
Paul Bowtell 28 June 2010 27 June 2016
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Payments to former Directors (audited)

No payments (other than regular pension benefits and legacy
share plan maturities which were commenced in previous years)
were made during the year ended 31 December 2013 to any past
Director of the Company

Payments for loss of office (audited}

No payments were made i respect of loss of office to Directors
during the year ended 31 December 2013

Statement of change in pay of Chief Executive compared
with other employees

The table below shows base compensation, benefits and annual
bonus for the CEC in the 2013 financial year, compared to that
for the average employees

Chief Executive All employees
To
31 December Change Change
2013 2012v2013 20122013
£ % %
Salary 390,000 25 23
Benefits 16,327 4a7 23
Bonus 585,000 (230) 80

Relative importance of the spend on pay

The table below shows the spend on staff costs in the 2013
financial year, compared to divtdends

2013 2012
£m im % change
Staff costs 1,780 1,513 77
Dvidends 1591 1381 152
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Directors’ remuneration report

Performance graph and CEO pay The total remuneration figures for the CEQ during the 2013
Capita has maintained strong TSR performance over a financial year are shown in the table below Consistent with
sustaned period the calculation methodology for the single figure for total

remuneration, the total remuneration figure includes the total
annual bonus award based on that year's performance and the
LTIP award based on the three-year performance period ending
in the relevant year The annual bonus payout and LTIP award
vesting level as a percentage of the maximum opportunity are
The Commuttee is of the opimion that this companson provides also shown for this year

The following charts compare the value of an nvestment of £100
in the Company’s shares with an investment of the same amount
in the FTSE All Share Index and the FTSE 350 Support Services
Index, assuming that all dvidend income 1s re-invested

a clear picture of the performance of the Group relative to both Long termincentive
Annualbo

a wide range of companies in the UK and also a specific group of CEO—Singla figurect g onuspayout agﬂﬂ";‘:ﬁﬁjﬂ’

companites within the same sector Over the 10-year penod to Year total remuneration apportunity appartunity

31 December 2013, £100 invested in Capita on 1 January 2004 2013 £2,208.562 759% 5450%

would be worth £529 at 31 December 2013 compared to £232

for an investment in the FTSE All-Share Index and £274 for an 2012 £2,038,233 100% 4775%

investment in the FTSE 350 Support Services Index 201 £1,833,308 0% 56 02%
2010 £1,399,675 100% BB S7%
2009 £1,621,793 75% 100%

The vesting rates for the long term incentives are averaged between the LTIP and the DAB
vesting rates

Figures for 2011, 2010 and 2009 are taken from the audited financiat statements for those
years prepared in accordance with the regulations at the time
Approval of the Directors’ remuneration report

The Directors’ remuneration report, including both the
Remuneration Policy and the annual report on remuneration,
was approved by the Board on 26 February 2014

Graph removed

Martina King
Chair of the Remuneration Committee

26 February 2014

The following chart 1s the same companson over a five year
period starting 1 January 2009

Graph removed
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Consolidated income statement

for the year ended 31 December 2013

2012

2013 Restated
Non-underlying
Business
Undertymg ﬁ! m Total Undertyng  Non-undertyng Total
Notes £m £m £m £m £m £m £m
Continuing operations
Revenue 3 38509 453 - 38962 3,3518 - 33518
Cost of sales 2,7809 467 - 28276 2410 - 24110
Gross profit 1,0700 (14) 1,068 6 9408 - 8408
Administrative expenses 4/5 5531 632 1399 756 2 4747 1308 6049
Operating profit 7 5169 (646) (1399) 3124 4667 (1308) 3359
Net finance costs 9 (419} - 266 (153) (497) (48) (545)
Loss on business disposal 4 - (821) - (821 - - -
Profit before tax 4750 (1467) (1133) 2150 4170 (1356) 2814
Incorme tax expense 10 {903} 148 324 {431) (853) 333 (520}
Profit for the year 3847 (1319) (80 9) 1719 3317 {102 3) 2294
Attnbutable to
Owners of the Company 3891 (1319) (800) 772 337 (1023) 2294
Non-controlling interests (44) - (09) {(53) - - -
3847 (1319)  (809) 1719 3317 (1023) 2294
Earmngs per share n
- basic 5940p (20M4)p (1227)p  2705p 521zp (160B)p  3604p
~diluted 5871p (1990)p (1207)p 2674p 5155p {15 90)p 3565p
Consolidated statement of comprehensive income
for the year ended 31 Decernber 2013
2013 Ratz;tolé
Nates £m £m £m £m
Profit for the year 1719 2294
Other comprehensive ncome/{expense)
Htems thatwill not be reclassified subsequently to profitor loss
Actuanal gan/({loss) on defined benefit pension schemes 32 109 (198)
Income tax effect 10 92) 06
17 (192)
Iftems that will or may be reclassified subsequently to profitor loss
Exchange differences on translation of foreign operations 03 (58)
Losses on cash flow hedges ansing during the year 26 {103) (113)
Reclassification adjustments for losses/{gains) included in the income staternent 26 26 (12)
Income tax effect 10 09 27
(e8) (98)
(65) {156)
Other comprehensive expense for the year net of tax {48) (348)
Total comprehensive incorne for the year net of tax 167 1946
Attnbutable to
Owmers of the Cormpany 1724 1946
Non-controlling Interests (53) -
1671 1946




Consolidated balance sheet

as at 31 Decemnber 2013
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2002
2013 Restated
Notes £m £m
Non-current assets
Property, plant and equipment 13 4198 3583
Intangible assets 14 23307 19368
Financial assets 16 166 4 2362
Deferred taxation 10 - 13
Trade and other recevables 18 776 727
2,994 5 2,6053
Current assets
Financtal assets 16 31 80
Funds assets 23 1008 1212
Trade and other recevables 8 8929 8341
Cash 19 6108 7473
1,6076 1,106
Total assets 4,6021 43159
Current babibties
Trade and other payables 20 10235 9689
Overdrafts 19 4530 4406
Financial habilities 22 792 1215
Funds lrabilities 23 1008 1212
Prowvisions 25 622 328
Income tax payable 525 467
177112 37
Non-current Labilrties
Trade and other payables 20 265 125
Financial labilities 22 17299 15397
Deferred taxation 10 Al -
Provisions 25 527 458
Employee benefits 32 184 1081
19346 17061
Total babilties 37058 3,4378
Net assets 896 3 8781
Capital and reserves
Issued share capital 27 138 138
Share premium 4912 4704
Employee benefit trust & treasury shares 27 {0 4) (04)
Capital redemption reserve 18 18
Foreign currency translation reserve 20 17
Cash flow hedging reserve (247) (173)
Retained eamings 350 4 4081
Equity attnbutable to owners of the Company 8347 8781
Non-controlling interests 616 -
Total equity 8963 8781

Included n aggregate financial labilities is an amount of £1,267 3m (2012 £1,3701m) 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 £1471m included in financial assets and £13 5m included in financial
Liabiities (2072 £222 4m included in financial assets and £0 3m included infinancial babilities) Consequently, this gives an effective Lability of £1133 7m

(2012 £1148 Om)

The accounts were approved by the Board of Directors on 26 February 2014 and signed on rts behalf by

Ao P AN
P

P RM Pindar
Chief Executive

)

Group Finance Director

Company registered number 2081330

uewanon  wodadidazens

SIURODTY



96 | Capitaplc

Consolidated statement of changes in equity

for the year ended 31 December 2013

beire“ It trust Capal mFonreerg Cashflow Non-
Share Share &treasury redempbon  Retamed  translation hedging cantrolling Total
capial  premium shares reserve  eamings reserve reserve Total interests equity
£m £m £m fm £m £m £m fm fm fm
At1January 2012 130 4594 (0 4) 18 503 75 (75) 5241 - 5241
Profit for the year - restated - - - - 2294 - - 2294 - 2294
Other comprehensive expense —restated - - - - {192) (58) (98) (348) - (348)
Total comprehensive income for the year - - - - 2102 (58) (98) 1946 - 1946
Share based payment - - - - a1 - - 91 - N
Deferred income tax relating to share
based payments - - - - 62 - - 62 - 62
Shares issued og 10 - - 2704 - - 2822 - 2822
Equity dvidends paid - - - - {1381) - - (1387) - (1381
At 1January 2013 138 4704 04 18 4081 17 (173) 8781 — 8781
Profit for the year - - - - 1772 - - 1772 (53) 179
Other comprehensive expense - - - - 17 03 (68) (4 8) - (48)
Total comprehensive income for the year - - - - 1789 03 (68) 1724 (53) 1671
Share based payment - - - - 105 - - 105 - 105
Deferred income tax relating to share
based payments - - - - 80 - - 80 - 80
Shares 1ssued - 208 - - - - - 208 - 208
Equity dwidends paid - - - - {1597) - - [1591) - (1591)
Put option of non-controlling interest - - - - (96 0) - - (960) - {(960)
Acquisition of subsidiary with non-
controling interest - - - - - - - - 669 669
At 31 December 2013 138 4912 (04} 18 3504 20 (247) 8347 616 8963

Share capital - The balance classified as share capital (s the norminal proceeds on 1ssue of the Company’s equity share capital, comprising 2%sp ordinary shares

Share premium -The amount paid to the Company by shareholders, in cash or other consideration, over and above the norminal value of shares issued

to them

Employee benefit trust & treasury 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 entitlement to a dividend

Capital redemption reserve — The Company can redeem shares by repaying the market value to the shareholder, whereupon the shares are cancelled

Redemption must be from distributable profits The Capital redemption reserve represents the nominal value of the shares redeemed

Foreign currency translation reserve — Gains or losses resulting from the process of expressing amounts denominated or measured in 1 currency in terms of
another currency by use of the exchange rate between the 2 currencies This process I1s required to consolidate the financial statements of foreign affiliates into
the total Group financial statements and to recognise the conversion of foreign currency or the settlement of a receivable or payable denominated in foreign

currency at a rate different from that at which the item 1s recorded

Cash flow hedging reserve —This reserve records the portion of the gain or {oss on a hedging instrument in a cash flow hedge that 1s determined to be an

effective hedge

Retained earnings - Net profits kept to accumulate in the Group after dividends are pard and retained n the business as working capital

Non-controlling interests — This represents the equity in a subsidiary that 1s not attributable directly or indirectly to the parent company




Consolidated cash flow statement

for the year ended 31 December 2013
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20012

2013 Restated
Notes £m £m
Cash flows from operating actrities
Operating profit on continuing activities 3124 3359
Adjustments for non-cash items
Depreciation 13 1 n7
Accelerated depreciation on business dlosure 13 60 -
Amorisation of intangble assets (treated as depreciation} 14 33 12
Amortisation of intangible assets recognised on acquisition 14 1222 953
Accelerated amortisation of intangble assets on business closure 14 02 -
Share based payment expense 28 105 91
Employee benefits 32 22 (19
Non-underlying items 5 17 252
Loss/(profit) on sale of property, plant and equipment 7 21 (01)
Movement in provisions {net) 25 320 (182)
Net movement in payables and recevables (28 4) (31
Cash generated from operations before settlements 5383 5151
ArchCru S (12) -
Settlement of Cumbnia County Council pension defiat 32 - 08
Cash generated from operations 53N 5159
Income tax paid (52.9) (623)
Net interest paid (372) {46 0)
Net cash mflow from operating actrvities 4470 4076
Cash flows from investing activities
Purchase of property, plant and equipment 13 (128.2) {955)
Purchase of intangible assets 14 (16 9) (58)
Proceeds from sale of property, plant and equipment 12 14
Acquisition of public sector subsidiary partnerships 17 (389) -
Debt repaid on the acquisition of public sector subsidiary partnerships 17 (91 -
Acquisition of other subsidiary undertakings and businesses 17 (2432) (132 4)
Cash acquired with other subsidiary undertakings 17 158 176
Debt repaid on the acquisinon of other subsidianes 7 {51) (571)
Cash disposed of with other subsidiary undertakings 4 (60} -
Contingent consideration paid 17 (14 4} (120}
Purchase of financial assets o7} -
Investrment loan 02 03
Net cash outflow from investing activities (445 3) (283 5)
Cash flows from financing actvities
Issue of ordinary share capital 27 167 2849
Share transaction costs 27 - 27)
Dnidends paid 12 (1591) (1381)
Capital elernent of finance lease rental payments 9/2% (100) (7
Repayment of term debt 29 (185 0) (23)
Repayment of bonds 29 (887) -
Proceeds on tssue of term debt 29 2000 1603
Proceeds on issue of bonds 29 750 -
Revolving credit facility 29 - (178 0)
Financing arangement costs 29 - (15)
Net cash (outflow)/inflow from finanang activities (150 5) 1209
(Decrease)/increase in cash and cash equivalents (148 8) 2450
Cash and cash equivalents at the beginning of the peniod 3067 624
Impact of movemnent In exchange rates (01) (]
Cash and cash equivalents at 31 December 1578 3067
Cash and cash equivalents comprise-
Cash at bank and in hand 19 6108 7473
Overdrafts 19 {453 0) {4406)
Total 1578 3067
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Notes to the consolidated financial statements

for the year ended 31 December 2013

1 Corporate information
The consolidated financial staterents of Capita ple for the year ended 31 December 2013 were authonised for 1ssue in accordance with a resolution of the
Drectors on 26 February 2014 Capita ple 1s a puble brmited company incorporated in England and Wales whose shares are publicly traded

The pnnapal activities of the Group are given in the strategic report on pages 1to 57

2 Summary of significant accounting policies

Underlying profit

The Group separately presents intangible amortisation, acquisition contingent consideration adjustments, business disposals and closures, acquisition
expenses, IMpairments, movements in the mark to market valuation of certatn finanoal instruments, and specfic non-recumng items in the ncome statement
which, in the Directors’ Judgement, need to be disclosed separately (see notes 4 and 5) by virtue of their size and incidence in order for users of the financial
statements to obtain a proper understanding of the financial information and the undertying performance of the business

Significant accounting judgements, estimates and assumptions

The preparation of financial statements in conformity with generally accepted accounting principles requires the Directors to make judgerments and
assumptions that affect the reported amounts of assets and labilities and disclosure of conttngencies at the date of the financial statements and the reported
Income and expense during the reported pencds Although these jJudgements 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 estmation uncertainty that have a significant risk of causing matenal adjustment to the carrying amounts of assets and labilities within the
rext financial year are as follows

¢ the measurement of revenue — the Group makes use of estimates to determine revenue in respect of percentage complete/long term and construction
contracts (see (&) and (f) below),

¢ the measurement of intangible assets other than goodwill in a business combination - this involves estrmation of future cash flows and the selection of
a suitable discount rate,

¢ the measurement and rmpaimment of goodwill - the Group determines whether goodwill 1s Impaired on an annual basis and this requires an estimation
of the value In use of the cash-generating units to which the intangible assets are allocated utilising estimation of future cash flows and choosing a suitable
discount rate (see note 15),

» the measurement of defined benefit abligations — this requires estimation of future changes n salaries and inflation, as well as mortality rates, future pension
increases and the setection of a suitable discount rate (see note 32), and

* the measurement of provisions reflects management's assessment of the probable outflow of ecornomic benefits resulting from an existing obligation
Provisions are caltculated on a case-by-case basis and involve judgement as regards the final trming and quantum of any financiat outlay - see note 25

(a) Statement of compliance
The consolidated financial statements of Capita plc and alt of its subsidianes (the Group) have been prepared in accordance with Intemational Financral
Reporting Staridards {IFRS) as adopted by the European Union and as applied in accordance with the provisions of the Companies Act 2006

The parent comparty continues to apply UK GAAP in the preparation of its ndividual financial statements and these are contained on pages 141 to 147

{b) Basis of preparation

The consolidated financral statements have been prepared under IFRS where certain financral instruments and the pension assets have been measured at farr
value The carrying value of recogrised assets and liabilities that are hedged are adjusted to record changes in the farr values attnbutable to the risks that are
being hedged The consolidated financial statements are presented in pounds sterbing and all values are rounded to the nearest tenth of a millron (£m) except
when otherwise indicated

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

The 2012 financial statements have been restated to reflect

» The adoption of IFRS 7 Financial instruments Dhsclosures — Offsetting Financial Assets and Financial Liabilities (Amendments to IFRS 7) requinng the Group
to gross up its cash at bank and overdraft positions and accordingly the statemnent of financial position has been restated to reflect this,

« The adoption of 145 19 Employee Benefits (Revised 2011) - |AS 19R resulting in a change to the accounting for interest on plan assets and accordingly the
incomne statement and staternent of comprehensive income have been restated, and

* Revisions made to fair value adjustments in the current year that had been determined provisionalty at the immediately preceding balarice sheet date

() Basss of consolidation

The consolidated financial statements comprise the financial statements of Capita plc and its subsidianies as at 31 December each year The financial
statements of the subsidianies are prepared for the same reporting year as the parent company, using consistent accounting polictes, but in accordance with
UK GAAP Adjustments are made to bnng into line arty dissimilar accounting policies that may exist between IFRS and UK CAAP

All intercompany balances and transactions, including unrealised profits ansing from intragroup transactions, have been elsminated in full

Subsidiaries are consolidated from the date on which control 1s transferred to the Group until control s transferred out of the Group Where there is a loss of
control of a subsidiary, the consolidated financial statements include the results for the part of the reporting year dunng which Capita plc has control and the
profit or loss on disposal is calculated as the difference between the fair value of the consideration receved and the carrying amount of the assets (including
goodwill) disposed Losses applicable to the non-controliing interests in a subsiciary are attnbuted to the non-controling nterests even if that results in the
non-controlling interests having a deficit balance

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

The Group has adopted the following new standards and amendments to IFRS with an initial date of application of 1 January 2013

IAS 1 Presentation of Items of Other Comprehensive Income —Amendments to |AS 1

IAS 19 Employee Benefits (Revised 2011} - 1AS 19R

IFRS 7 Financial Instruments Disclosures — Offsetting Financial Assets and Financial Liabiliies — Amendment to IFRS 7
IFRS 13 Fair Value Measurement

Improvements to IFRSs — 2009-2011 Cycle 1ssued 1n May 2012
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2 Summary of significant accounting polices {continued)
The principal effects of these changes are as follows

1AS 1 Presentation of items of Other Comprehensive Income - Amendments to IAS 1 As a result of the amendments to IAS 1, the Group has modified the
presentation of items in its consolidated statement of other comprehensive Income to present separately iterns that would be classified to profit or loss in the
future from those that would never be Comparative information has also been re-presented The amendment affected presentation only and had no impact
on the Group's financral position or performance

1AS 19 Employee Benefits (Rewised 2011) - IAS 19R includes a number of amendments to the accounting for defined benefit plans, including actuanal gans
and losses that are now recognised in other comprehenstve iIncome (OC) and permanently excluded from profit and toss (this had no impact on the Group as
it had never adopted the ‘comidor’ approach), expected retums on plan assets are no longer recogrised in profit or loss, Instead, there is a requirement to
recognise interest on the net defined benefit liability (asset} in profit or loss, caleulated using the discount rate used to measure the defined benefit obligation,
and, unvested past service costs are now recogmised in profit or loss at the earlier of wher the amendment occurs or when the related restructuring or
termination costs are recognised Other amendments include new disclosures, such as, quantitative sensitvity disclosures

Inthe case of the Group, the transition to IAS 19R has had an impact on both the consolidated income statement and the consolidated staternertt of other
comprehensive income due to the difference in accounting for interest on plan assets The effect of the adoption of IAS 19R is to reduce profit before tax by
£110m (2012 £8 6m} and reduce the tax on profit charge by £2 2m (2012 £2 Om), a net impact on profit for the period of £8 8m (2012 £6 6m) There was
an equal and oppostte effect on the total of other comprehensive incorme for the period such that there has been no overall change to total comprehensive
income for the period nor any change In equity In addition, the Group has reclassified the interest cost element of the pension charge to finanice costs from
administrative expenses The impact of this has been to reclassify as finance costs £4 7m (2012 £3 6m) Comparatives have been restated accordingly

IFRS 7 Finanaial Instruments Disclosures — Offsetting Financial Assets and Financial Liabilities - Amendment to IFRS 7 The armendment requires an
entity to disclose information about nghts to set-off financral instruments and related arrangernents (e g collateral agreements) The new disclosures are
required for all recogmsed finanaal instruments that are set off in accordance with 1AS 32 The disclosures also apply to recogrised financial instruments that
are subject to an enforceable master netting arrangement or similar agreement, irrespective of whether the financial Instruments are set off in accordance with
1AS 32 The amendment has had no impact on the Group’s financial position or performance The Group has grossed up Its cash at bank and overdraft positions
and the consolidated balance sheet has been restated to reflect this

IFRS 13 Fair Value Measurement IFRS 13 establishes a single source of guidance under IFRS for all farr value measurements IFRS 13 does not change when
an entity Is required to use fair value, but rather provides guidance on how to measure fair valug under IFRS when fairvalue s required or permitted The
application of IFRS 13 has not matenally impacted the fair value measurernents carried out by the Group IFRS 13 alse requires specific disclosures on far
values, some of which replace existing disclosure requirements in other standards, including IFRS 7 Financral instruments. Disclosures In accordance with the
transiional provisions of IFRS 13, the Group has applied the new fair value measurement guidance prospectively and has not provided any comparative
informatson for new disclosures

Improvements to IFRSs -~ 2009 - 2011 Cycle issued m May 2012 The International Accounting Standards Board 1ssued an omnibus of amendments to its
standards, primarily with aview to removing inconsistencies and danfying wording The adoption of these amendments did not have any iImpact on the
financial position or performance of the Group

(e) Revenue
The Group has revenue streams largely in the UK but also m Europe, India and South East Asia
The Group operates a number of diverse businesses and therefore it has to use a vanety of methods for revenue recognition - see () below

In all cases revenue Is recognised when the services have been performed and it 1s probable that the economic benefits resulting from this performance
will flow to the Group and the revenue can be reliably measured

Costs incurred prior to the Group being awarded a contract or achieving preferred bidder status are expensed to the income statement

The following table illustrates revenue recagrition policies predorminately used in each operating segment A description of these policies is included
in (£} below

Ongoing service Time & matenal Brownfield cwpém Construction Greenfield
Segment contracts contracts contracts term contracts contracts contracts
Health & Wellbeing . . . .
IT Services . . . . .
Justice & Secure Services . . . .
Professional Services . . . .
Property & Infrastructure . . . . .
Workplace Services . . . . .
Customer Management & International . . . . .
Insurance & Benefits Services . . .
Asset Services - . .
{f) Revenue recognrtion

The principal revenue recogrition policies, beginning wath the most wadely used, are as follows

Ongoing service contracts
Revenue 15 recogrised over the peniod the senvices are delrvered to the client

Time and matenals contracts
Where Capita provide staff to clients at hourty or daily rates, revenue 1s recogrised on the basis of time worked

Brownfield contracts
A Brownfield contract 15 one where there 15 a transfer of an existing operation to the Group All costs incurred prior to service commencement are expensed
as ncurred and revenue represents income earned in respect of the services provided in accordance with the underlying principle in (e) above
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Greenfield contracts

A Greenfield contract 1s one in which an entirely new service 15 being established for a client Where non-refundable payments are receved prior to full service
commencement on the achievement of agreed contract delvery milestones, these are recognised as revenue when the associated milestone has been
achieved Direct incremental costs iIncurred prior to service cormencernent and rembursable dunng the contract, excluding any overheads, are included

In prepayments and amortised over the contract’s life

On commencement of senace delivery revenue represents income eamed In respect of the senvices provided In accordance with the underlying pnnaple
in () above

Percentage complete/long term contracts

Revenue reflects the sales vafue of work performed :n the year, including fees invoiced and estimates in respect of amounts to be nvoiced after the year-end
{long term contracts) Where contracts are long term and the profit to be eamed on the contract can be determined with reasonable certanty, the amaunt of
revenue recognised is calculated on the basis of the stage of completion This js determined by measuring the costs mcurred to date as a proportson of the full
cost of completing the contract and then applying the percentage to the total revenue expected to be eamned The costs mcurred within a contract include all
direct costs and outlays

If, on the review of the performance of the contract, a loss 15 antiapated then the full value of this expected loss to the end of the contract is booked
immediately in the income statement

Contracts with multiple components
Within some contracts there are multiple components te be delivered such as transformation of the existing service delivery model, transitions of processes,
people or data and the delivery of administration services, which have to be undertaken over the course of the contract

In these contracts these activities are treated separately where approphiate, with the relevant accounting policy for revenue recogrition, as detailed previously,
being applied to each indmdual component

Constructron contracts

The Group constructs assets for its customers, which are mainly IT innature In line with the requirements of IAS 11 gross amounts due from customers are
stated at the proportion of the anticrpated net sales value 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

Contract renewals
On the renewal of existing contracts, the Group reviews the circumstances pertinent to each renewed contract to ensure that the correct revenue recogrition
policies are applied

(g) Foreign currency translation

The functional and presentation currency of Capita plc and its UK subsidiaries is the pound sterling (£) Transactions in foreign currencies are initially recorded
at the functional currency rate ruling at the date of the transaction Monetary assets and liabilities denorrunated in foreign currencies are retranslated at the
functional currency rate of exchange ruling at the balance sheet date All differences are taken to the consolidated income statement with the exception of
drfferences on foreign currency borrowings that provide a hedge against a net investrment in a foreign operatton These are taken directly to equity until the
disposal of the net investrment, at which time they are recogrmised in the consolidated income statement,

Tax charges and credits attnibutable to exchange differences on those borrowings are also dealt with in equity Non-monetary items that are measured in terms
of histonical cost in a foreign currency are translated using the exchange rate as at the date of initial transaction Non-monetary items measured at fair value in
aforeign 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, South Afnican rand, and the US dollar As at the reporting date, the assets and
biabilities of the overseas operations are retranslated nto the presentation currency of Capita plc at the rate of exchange nuling at the balance sheet date and
their income statements are translated at the weighted average exchange rate for the year The exchange differences arising on the retranstation are taken
directfy to a separate component of equity On disposal of a foreign operation, the deferred cumulative amount recognised in equity relating to that particular
foretgn operation shall be recognised in the income statement

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

{h) Property, plant and equipment
Property, plant and equipment 15 stated at cost less accumulated depreciation and any imparment in value Depreciation s calculated on a straight-line basis
over the estimated useful life of the asset as follows

Freehold bulldings and long leasehold property -over 50 years
Leasehold improvernents —penod of the lease
Plant and equipment -3 to 10 years

The carrying values of property, plant and equipment are reviewed for impairrent when events or changes in circumstances indicate the carrying value may
not be recoverable If any such indication exists and where the carrying values exceed the estimated recoverable amount, the assets are written down to ther
recoverable amount The recoverable amount of property, plant and equipment 1s the greater of net selling price and value in use In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset For an asset that does not generate largely independent cash inflows, the recoverable amount 1s detenmined for the
cash-generating urit to which the asset belongs Imparrment losses are recogrused in the income statement in the administrative expenses line tem

An iter of property, plant and equipment is derecognised upon dispasal or when no future economic benefits are expected to anse from the continued use of
the asset Any gain or loss ansing on derecognition of the asset (calculated as the difference between the net disposal proceeds and the camrying amount of the
item) 1s ncluded in the Income statemnent in the year in which the item 1s derecognised

(1} Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessanly takes a substantial period of time to get ready
for its intended use or sale are caprtalised as part of the cost of the respective assets All other bormowing costs are expensed in the period they occur Borrowing
costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds

The Group capitalises barrowing costs for all qualifying assets where construction commenced on or after 1]anuary 2009 The Group continues to expense
borrowing costs relating to construction projects that commenced pror to 1 January 2009
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2 Summary of significant accounting policies (continued)
(i) Business combinations and goodwill
Business combinations are accounted for by applying the acquisition method as at the acquisition date, which 1s the date on which control 1s passed to the Group

Acquisitions on or after 1 January 2010

For acquisitions on or after 1 January 2010, the acquisition 1s measured as the aggregate of the fair value of the consideration transferred plus the recogrised
amount of any non-controlling interests in the acquiree For each business combination on a transaction by transaction basts, the Group measures the non-
controlling interests at the fair value of the acquiree’s entifiable net assets at the date of acquisition

Costs related to the acquisition, other than those associated with the 1ssue of debt or securities, are expensed as incurred and included within administrative
expenses and included within the ‘non-underlying’ column

Any contingent consideration payable is recognised at fair value at the acquisition date If the contingent consideration is classified as equity, it 1s not
remeasured and settlement 1s accounted for within equity Ctherwise, subsequent changes to the fair value of the contingent considesation are recognised
In the incorme statement

For acquisitions where matenial changes were made to the fair value of the acquired assets and labilities within the measurement period, the relevant account
balances in the prior year are restated to reflect these changes in accordance with IFRS 3 requirements Details of these changes are shown in note 17

In a business combination achieved In stages, the Group remeasures its previousty held equity interest in the acquiree at its acquishion-date farr value and
recognises the resulting gain or loss, f any, in the income statement

Goodwill is initially measured at cost being the excess of the aggregate of the fair value of the consideration transferred and the recogrised amount of ary
non-controlling interests (plus the farr value of any existing equity interest) over the net recognised armount of the identifiable assets acquired and liabrlities
assumed When the excess 15 negative, a bargain purchase gamn 1s recognised immediately 1n the Incorme statement.

For acquisitions where material changes were made to the fair value of the acquired assets and labilities within the measurement peniod, the relevant account
balances in the prior year are restated to reflect these changes in accordance with IFRS 3 requiremnents  Details of these changes are shown in note 17

Acquisitions between 1 January 2004 {IFRS transition date) and 1 January 2010

For acquisitions between the Group's IFRS transition date of 1 January 2004 and 1 January 2010, goodwill represents the excess of the cost of the acquisition
over the Group’s interest in the recogrused amount of the identifiable assets, liabilities and contingent biabilities of the acquiree When the excess was negative,
a bargain purchase gain was recognised immediately in the Income statement

Transaction costs, other than those associated with the issue of debt or equity securities, that the Group incurred in connection with business combinations
were capitalised as part of the cost of the acquisition

Contingent consideration was recogrised only where the Group had a present cbligation and the economic outflow was more likely than nat and a reliable
estimate was determinable Any subsequent adjustment to the contingent consideration was recognised as part of goodwill

Acquisitions prior to 1 January 2004 (IFRS transition date}

On transition to the adoption of IFRS, the Group took advantage of the exernption allowed in IFRS 1 not to restate business combinations which took place
prior to the date of transition Goodwill recognised under UK GAAP prior to the date of transition to IFRS 15 stated at net book value as at this date {deemed
cost) This goodwill had been amortised on a straight-line basis over its useful economic ife {ranging from 5 to 20 years)

Goodwill

Following initial recognition, goodwill 1s stated at cost less any accurmulated impairment losses Goodwill is reviewed for imparmment annually or more
frequently if events or changes In arcumstances indicate that the camying value may be impaired Goodwill anising on acquisitions prier to 31 December 1997
remains set off directly against reserves and does not get recycled through the Income statement

As at the acquisition date, any goodwill acquired 1s allocated to each of the cash-generating units which are expected to benefit from the combination’s
synergies Impairment Is deterrmined by assessing the recoverable amount of the cash-generating unit to which the goodwill relates Where the recoverable
amount of the cash-generating urit 15 less than the camying amount, an impairment loss 1s recagnised Where goodwill forms part of a cash-generating unit
and part of the operaticn within that unit is disposed of, the goodwill associated with the operation dispased of 1s included in the camying amount of the
operation when determining the gain or loss on disposal of the operation Goodwill disposed of in these circumstances 15 measured on the basis of the relative
values of the operation disposed of and the portion of the cash-generating unit retained

Acquisitions and disposals of non-controlling interests

Acqursitions and disposals of nor-controlling interests that do not result in a change of control are accounted for as transactions with owners In their capaaity
as owners and therefore no goodwill 1s recogised as a result of such transactions The adjustrnents to non-contrelling interests are based on a propartionate

amourtt of the net assets of the subsidiary Any difference between the price paid or receved and the amount by which non-controlling interests are adjusted
15 recognised directly in equity and attrnibuted to the owners of the parent

Prnor to the adoption of IAS 27 (Amended), goodwill was recognised on the acquisition of non-controlling interests in a subsidiary, which represented the excess
of the cost of the additional investment over the carrying amount of the Interest in the net assets acquired at the date of the transaction

(k) Intangible assets

Intangible assets acquired separately are capitalised at cost and those identified in a business acquisition are capitalised at fair value as at the date of
acquisition In the case of capitalised software development costs, research expenditure 1s wiitten off to the income statement in the penod inwhich it is
incurred Development expenditure 1s written off in the same way unless and until the Group 1s satisfied as to the technical, commercial and financial viability
of ndwidual projects Inthese cases, the development expenditure 1s capitalised and amortised over the peniod during which the Group 1s expected to benefit

Following initial recognition, the carrying amount of an intangible asset s its cost less any accumulated amortisation and any accumulated impairment losses
The useful lives of intangible assets are assessed to be either finite or ndefinite There were no mdefinite-lived assets in 2012 or 2013 Amortisation 1s charged
on assets with finite lives, this expense 1s taken to the income statement through the administrative expenses line item

Intangible assets with finite lives are only tested for impairment, either individually or at the cash-generating unit level, where there 1s an indicator
of impaiment

Gains or losses arising from derecognition of an intangible asset are measured as the differance between the net disposal proceeds and the camying amount
of the asset and are recognised in the income staterment when the asset 15 derecognised
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2 Summary of significant accounting pobiaes (continued)
Intangble assets identified and recogmised since transition to IFRS are profiled, on a strasght-line basis, as follows

Acquired intangible assets

¢ brands are amortised over their useful econormic ives of between 5 and 10 years

= | P, software and licences are amortsed over ther useful econormic lives of between 5 and 20 years

= contracts and comrrutted sales are amortised over their useful economic lives of between 15 and 15 years
« client lists and relationships are amortised over therr useful economic lives of between 4 and 10 years

Underlywng intangible assets
= capitalised software developrment costs are amortised over their useful economic lives of between 5 and 15 years
¢ other intangibles are amortised over their useful economic Lives of 15 years

(1) Recoverable amount of non-current assets

At each reporting date, the Group assesses whether there 1s any indication that an asset may be imparred Where an indicator of impainment 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 1s considered
impaired and 15 written down to its recoverable amount The recoverable amount 1s the higher of an asset’s or cash-generating unit’s far value less costs to sell
and its value 1n use and 15 determined fer an indrvidual asset, unless the asset does not generate cash nflows that are largely independent of those from other
assets or groups of assets

{m) Investments and other financal assets
All investmenis are initially recorded at therr fair value Subsequently, they are reviewed for impairment if events or changes In crcumstances indicate
the carrying 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 their fair value with unrealised gains or losses being recognised directly in equity When the nvestment
ts disposed of, the cumulative gain or loss previously recorded in equity 1s recogrused in the Income statement

Financial assets at fair value through the ncome statement (disclosed in investment income} include financial assets designated upon nitial recogrution
as at fair value through the income statement

Financial assets may be designated upon initial recognition as at fair value through profit or loss If the assets are part of a group of financial assets which
are managed and therr performance evaluated on a fair value basis, in accordance with a documented nsk management strategy

{n) Trade and other recervables
Trade recevables are recogrused and carried at onginal invoice amount tess an allowance for any uncollectable amounts An estimate for doubtful debts
ts 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 batance sheet compnse cash at bank and in hand and short term deposits with an onginal matunty of 3 months or less

For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net of outstanding
bank overdrafts

{p) interest-beanng loans and borrowings
All loans and berrowings are initially recogrised at therr farr value

After initial recogrition, loans and borowings are subsequently measured at amortised cost using the effactive interest method Amortised cost s calculated
by taking nto account any 1ssue costs, and any discount or premium on settlement

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

(g) Provisions

Provisions are recogrused 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 will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation Where
the Group expects some or all of a provision to be rembursed, for example under an insurance contract, the reimburserment 15 recognised as a separate asset
but onty when recovery 15 virtually certain The expense relating to any prowision is presented in the income statement net of any rembursement. If 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 time value of money and, where appropnate, the risks specific to the liability Where discounting 15 used, the increase in the provision due
to the passage of time 1s recogrised as a borrowing cost. 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

(r) Onerous contracts

The Group reviews its long term contracts to ensure that the expected economic benefits to be receved are in excess of the unaverdable costs of meeting the
obligations under the contract The unavordable costs are the iower of the net costs of termination or the costs of fulfilment of the contractual obligations The
Group recogrises the excess of the unaverdable costs over economic benefits due to be receved as an onerous contract provision

(s) Pension schemes
The Group maintains a number of defined contribution pension schermes 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 as the related service 1s provided

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
scherne using the projected unit credit method, which attnbutes entitlement to benefits to the current period (to determine eurrent serace cost) and to the
current and prior penods (to deterrmine the present value of the defined benefit obligation) and 15 based on actuanal adwvice Past service costs are recognised
immediately in the mcome statement.

When a settlerment (eliminating all obligations for benefits already acerued) or a curtailment (reducing future obligations as a result of a material reduction in
the scheme membership or a reduction in future entitlement) occurs the obligation and related plan assets are remeasured using current actuanal assurnptions
and the resultant gain or loss recogrised in the income statement duning the penod in which the settlernent or curtallment oceurs

Remeasurernents of the net defined benefit asset/liability, which compnise actuarial gains and losses, the return on plan assets (exduding interest) and the
effect of the asset ceiling (if any, excluding interest), are recognised smmediately 1n other comprehensive Income and reflected Immediately in retained
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eamnings and will not be reclassified to the iIncome statement The Group determines the net interest expense/income on the net defined benefit asset/liability
for the period by applying the discount rate used to measure the defined benefit obligation at the beginming of the annual period to the then net defined
benefit asset/liability, taking Into account any changes in the net defined benefit asset/liability dunng the period as a result of contributions and benefit

payments
Current and past service costs are charged to operating profit whilst the net interest cost 15 ncluded within net finance costs

In respect of 3 of the defined benefit pension schemes in which the Group partiaipates, the Group accounts for rts legal and constructive abligation over the
period of its participation which is for a fixed penod only

The liability on the balance sheet in respect of the defined benefit pension schemmes comprises 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 the farr value of plan assets out of which the
obligations are to be settled directly Fairvalue Is based on market price information and in the case of quoted secunities 1s the published bid price The value of
anet pension benefit asset 15 restricted to the present value of any amount the Group expects to recover by way of refunds from the planor reductions in the
future contnbutions

(t) Financialinstruments

The Group uses derivative financial instruments such as interest rate swaps and foreign currency contracts to hedge nsks associated with interest and exchange
rate fluctuations Such denvative financial Instruments are stated at fair value The fair values of interest rate swaps and forergn currency contracts are
deterrmined by reference to market rates for similar instruments

For the purpose of hedge accounting, hedges are classified as either fair value hedges when they hedge the exposure to changes in the farr value of a recogrised
asset or Liability; or cash flow hedges where they hedge exposure to variability in cash ftows that is attributable to a parucular nisk associated with either a
recognised asset or liability or a forecast transaction

Inrelapon to fair value hedges (e g fixed to floating nterest rate swaps held as fair value hedges against fixed interest rate borrowings) which meet the
conditions for hedge accounting, any gain or loss from remeasuring the hedging instrument at fatr value 1s recogrised immediately i the income statement
Any gain or loss on the hedged item attributable to the hedged nsk 1s adjusted against the camying amount of the hedged item and recogrised in the
income statement.

in relation to cash flow hedges the effective portion of the gaim or loss on the hedging instrument s recognised directly In equity, while any ineffective portion
i1srecognised immediately in the income statement. Amounts taken to equrty are transferred to the income statement when the hedged transaction affects the
Income statement, such as when the hedged financial Income or financial expense 15 recogrised or when a forecast transaction occurs Where the hedged item
15 the cost of a non-financial asset or non-financial liability, the amaunts taken to equity are transferred to the iibial camying amount of the nen-financial

asset or liability

I the forecast transaction or firm commitment 1s na longer expected to accur, amounts previousty recogrised in equity are transferred to the income
statement. If the hedging instrurment expires or 1s sold, terminated 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 ocours

For dervatives 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

Put options on the shares of subsidiaries held by non-controlling interest shareholders that oblige the Group to purchase those shares for ¢ash or another
financial asset are recogmised as a financial Liability for the present value of the option exercise pnce When the financial liability 1s recogrused inially, that
amount 18 reclassified from equity, and subsequently measured at amortised cost using the effective Interest rate method Changes in the carmying amount,
including the accretion of interest, are recogrused in equity

On exercise of the put options the Group will treat the transaction as the purchase of the non-controlling interest and will apply acquisition accounting as
descnbed in (j) Business Combinations and Goodwill — Acqusrtions and disposal of nor controliing interest

(u) Leasing
The deterrination of whether an arrangernent is, or contans, a lease 1s based on the substance of the arrangement at inception date and 1s concerned with
whether the fulfilment of the arrangement s dependent upon the use of a specific asset or assets and the arrangement conveys anght to use the asset

Group as alessee Finance leases, which transfer to the Group substantially all the nsks and benefits ncidental to ownership of the leased item, are capitalised
at the inception of the lease at the fair value of the leased property or, If lower, at the present value of the rminimum lease payments Lease payments are
apportioned between the finance charges and reduction of the lease bability 5o a5 1o achieve a constant rate of interest on the remaining batance of the liability
Finance charges are charged directly against income Capitalised leased assets are depreciated over the shorter of the estimated life of the asset or the lease
term

Leases where the lessor retains substantsally 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 ncome statement on a straight-line basis over the lease term

Group as a lessor Leases where the Group does not transfer substantially all the nsks and benefits of ownesship of the asset are classified as operating leases
Rental ncome ansing from operating leases 15 recogmised in the iIncome statement on a straight-line basis over the lease term

(v) Income tax
Deferred income tax 1s provided, using the liability method, on all temporary differences at the balance sheet date between the tax bases of assets and liabilities
and their carrying amounts for financiat reporting purposes

Deferred income tax liabilities are recogrised for all taxable temporary differences

* except where the deferred tax liability anses frem the initial recognition of goodwill

» except where the deferred Income tax Liability anses from the imitial recognition of an asset or Labilety 1n a transaction that 1s not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit ar loss

e nrespect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, except where the trming
of the reversal of the temporary differences can be controlled and it (s probable that the temporary differences will not reverse in the foreseeable future

Deferred mcome tax assets are recognised for all deductible temporary differences, canry-forward of unused tax assets and unused tax losses, to the extent that
it 15 probable that taxable profit will be available against which the deductible temporary differences and the carry-forward of unused tax assets and unused tax
losses can be utilised, except where the deferred income tax asset relating to the deductible temporary difference anses from the imitial recogrition of an asset
or liability In a transaction that 1s not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss
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2 Summary of significant accourtting policies (continued)
The camying amount of deferred income tax assets 1s reviewed at each balance sheet date and reduced to the extent that it 1s no longer probable that sufficent
taxable profit will be available to allow all or part of the deferred incorne tax asset to be utiised

Deferred income tax assets and Liabilities are measured at the tax rates that are expected to apply to the year when the asset 1s realised or the Liability 15 settled,
based on tax rates (and tax laws) that have been enacted or substantrvely enacted at the balance sheet date

Income tax relating to items recogmised directly in equity 1s recognised in equity and not in the income statement

(w) Share based payments
The Group operates a number of executive and employee share schemes

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at the date at which they are granted and is recognised as

an expense over the vesting penod, which ends on the diate on which the relevant employees become fully entitled to the award Fair value is determined using
an option pricing model. In valuing equity-settled transactions, no account 1s taken of any vesting conditions, other than conditions linked to the pnce of the
shares of the Company (market conditions}

No expense Is recognised for awards that do not ultimately vest, except for awards where vesting 1s conditional upon a market condition, which are treated as
vasting imespective of whether or not the market condition is satisfied, provided that all other performance conditions are satisfied

At each balance sheet date before vesting, the curnulative expense 15 calculated, representing the extent to which the vesting peniod has expired and
management’s best esumate of the achuevernent or otherwise of non-market conditions, the number of equity instruments that will ultimately vest or, in the
case of an nstrurnent subject to a rmarket condition, be treated as vesting as desenbed above The moverment in cumnulative expense since the previous balance
sheet date 1s recogrsed in the income staternent, with a corresponding entry in equity

Where the terms of an equity-settled award are modified or a new award 1s designated as replacing a cancelled or settled award, the cost based on the onginal
award terms continues to be recognised over the ongmal vesting period In addition, an expense 1s recogrised over the remainder of the new vesting period for
the incremental fair value of any modification, based on the difference between the fair value of the oniginal award and the farr value of the modfied award,
both as measured on the date of the modification No reduction ts recognised if this difference 1s negative

Where an equity-settled award 1s cancelled, it 1s treated as if it had vested on the date of cancellation, and any cost not yet recogrmised in the income statement
for the award 1s 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 far value being treated as an expense in the income staterment.

The Group has taken advantage of the transitional prowisions of IFRS 2 in respect of equity-settied awards and has applied [FRS 2 only to equity-settled awards
granted after 7 Novernber 2002 that had not vested befere 1 January 2005

(x) New standards and interpretations not applied
The tASB and the [FRIC have 1ssued the following standards and interpretations with an effective date after the date of these financial statements These are
effective for annual periods baginning on or after the date indicated

Effectrve date
International Accounting Standards {JAS/IFRSs)
Endorsed by the EU
IAS 27 Amendment Separate Financial Staternents 1January 2014
IAS 28 Amendment Investments in Associates and joint Ventures 1January 2014
IAS 32 Amendment Offsetting Financial Assets and Financial Liabilibes 1 January 2014
IFRS 10 Consolidated Financial Statements 1January 2014
IFRS 10, IFRS 12,1AS 27 Amendments Investment Entities 1 January 2014
IFRS 11 Joint Arangements 1January 2014
IFRS 12 Disclosure of Interests in Other Entities 1 January 2014
IFRS 10, Mand 12 Amendments Transition Guxdance 1 January 2014
1AS 36 Amendments Recoverable Amount Disclosures for Non-Financial Assets 1 January 2014
1AS 39 Amendments Novation of Denvatives and Continuation of Hedge Accounting 1January 2014
Not yet endorsed by the EU
IFRS 9 Finanoal instruments Te be decided
14519 Amendrnents Defined Benefit Plans Employee Contnbutions 1Juty 2074
Annual Improvements to iFRSs 2010-2012 Cycle 1July 2014
Annual Improvements to [FRSs 2011-2013 Cycle 1)uly 2014
IFRS Interpretations Commuttee {IFRIC), not yet endorsed by the EU
IFRIC 21 Levies 1january 2014

The Dwectors do not currently anticipate that the adoption of these standards and interpretations wilt have a matenal impact on the Croup's financial
staternents in the penod of initial application

3 Revenue
Revenue disclosed in the income statement 15 anatysed as follows

Underlying underlymng Total
203 2013 2013 02
Nates £m Em £m £m
Rendenng of services 37404 453 37857 3,2573
Construction contracts 21 1105 - 1105 945
Revenue from operating activities 3,8509 453 3,896.2 33518
Finance revenue 9 02 - 02 0%

Total revenue 3,851 453 38964 33523
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4 Business disposal/closure
:;\the year the Group disposed of its insurance distnbution businesses and announced the planned closure of its SIP (Self Invested Pensions) admirustration
usiness
Income statement impact
Non-trading disposal/closure
Tradng Cash  Non-cash Total Total
£m £m £m £m £m

Revenue 453 - - - 453
Cost of sales {467} - - - (467}
Gross loss (14) - - - (14)
Admirustrative expenses (130} (41 5) (87) (50.2) (632)
Operating loss (14 4) (415) (87) (50.2) (64 6)
Loss on business disposal - (60) (761) (821) (821)
Loss before tax {14 4) {475} (848) (1323) (1467)
Taxation 32 90 26 6 148
Loss after tax (Mm2) (385) (822) (1207) (1319)

Trading revenue and costs represent the current year trading performance of these businesses

Non-trading disposal and closure costs include the costs of running off the policies in the SIP business and the ongoing stranded costs such as property lease

and redundancy payments It 1s expected these expenses will be incurred over 2 years - see note 25

tncluded wathin non-trading adrmimstrative expenses in the table above are

£m
Provision made in respect of disposal and closure costs 415
Assets written off used exclusively for the actraties disposed of/closed B7
Total 502
The table below summanses the loss on disposal.
£m
Property, plant and equipment 31
Trade and other recevables {excluding acarued income) due in less than 1year 46 4
Accrued income due in less than 1 year 48
Cash 60
Trade payables due in less than 1 year (50}
Other payables due in less than 1year (356)
Intangible assets 48
Goodwill 576
Total net assets disposed of 821
Net proceeds recerved -
Loss on business disposal 821
Consideration was compnised of £1
5 Administrative expenses
Included within admiristrative expenses in the non-underlying colurmn are
2013 2m2
Notes £m £m
Non-underlying, non-cash tems
Intangible amortisation 14 1222 953
Contingent consideration movements (net of goodwall impairment in 2012) 17 102
Arch Cru 05 -
Impairment of Optima investment loan - 150
124 4 1205
Non-underlywng, cash items
Professional fees re acquisitions 129 96
Stamp duty paid on acquisitions 14 07
ArchCru 12 -
155 103
Total 1399 1308

The Group has paid additional costs of £1 2m during the year and has made provision for further costs of £0 Sm in relation to Arch Cru Having given due
consideration to the ongoing actvity in this case the Group considered it prudent to set aside an amount to cover legal fees that may be incurred in dealing

wath this matter
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6 Segmental information

The Group’s operations are organised and managed separately according to the nature of the services provided, with each segrment representing a strategc
business unit offenng a different package of related services across the Group’s markets A description of the service provision for each segment can be found
i the strategic report on pages 1to 57 No operating segments have been aggregated to form the reportable operating segmients below The information
disclosed below represents the way in which the results of the businesses are reported to the Group Board The comparative figures have been restated due to
a reorganisation of the Group's business segments duning the year and a consequent change in the way in which the results of the businesses are reported to
the Group Board

Before eliminating sales between businass units on consolidaton, the Group accounts for sales between business units as if they were to a third party at
market rates

The tables below present revenue, result and certain asset and Liability information for the Group's business segments for the years 2013 and 2012
All operations are continuing

Year ended 31 December 2013
Justice & Customer  Irsurance &
SR e o TED STDE MR S oEREoOEE
Em fm Em £m £m £m £m £m £m £m
Segment revenue
- Underlymg
Total segment revenue 1876 5904 4254 6668 2973 5975 2573 5189 7622 43034
Inter-segment revenue (248) [(1328) (14 0) {1103) {200) (315) {107) {132) {95 2) (4525)
Third party revenue 162 8 4576 4114 5565 2773 566 0 2466 5057 6670  3,8509
- Non-underlying trading’ - - - - - - - - 453 453
Total segment revenue 1628 4576 4114 5565 2773 5660 2466 5057 7123 38962
Segment result
-Undertying
Result after depreciation 222 255 664 Nz 16.0 750 653 641 617 5274
Share based payment {0 4) (05) (15) (27 (03) (15) (13) (12} (i) (105)
Underlying trading result 218 250 649 1285 157 735 640 629 606 5169
- Non-underlying trading’ - - - - - - - - (14 4) (14 4)
Total trading result 218 250 649 1285 157 735 640 629 462 5025
Non-trading
Business disposal & closure costs (s02)
Intangible amortisation (1222)
AcquIsition costs (143)
Contingent consideration movernents an
Arch Cru (17)
Operating profit 3124
Net underlying finance costs (419)
Financial instruments — mark to market 251
Denvatives own party credit nsk ~ mark to market 01
Derrvatives counterparty credit nisk — mark to market 14
Loss on business disposal {821)
Profit before tax 2150
Incarne tax expense (431)
Profit for the year 1719
"Seenote 4
Other segment information
Justce & Customer IrsLerance

SRS s omm D JEm oM ormh EE L
Net assets by segment £m £m £m £m £m £m £m £m £m £m
Trade recervables, accrued
income & construction
contracts 983 1087 801 636 683 1342 F{)) 769 1256 8258
Deferred income (49) (44 8) (252} (99 8) (19 6) (134) (87) (58) (313} (2575)
Matched creditors® - - - - - (328) (210) - - {53 8)
Net allocated assets 93 4 639 549 (36 2) 487 880 40 4 671 943 5145
Unallocated assets 37763
Unallocated liabilities (3,394 5)
Total net assets 896 3
Capital expenditure
Tangible assets 268 209 87 78 15 Al 176 107 2n 1282
Depreciation charge 26 146 57 43 23 36 68 59 36 74
Intangible assets 142 877 1103 866 - 2085 10 626 17 5726
Intangible armortisation 125 199 215 07 36 130 86 134 190 1222

2 Matched creditors represent those creditors where there 15 a related trade recevable balance and where as a result management report the net position
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6 Segmental information (continued)

Unallocated assets include property, plant and equipment, intangible assets, financial assets, deferred taxation, other recewvables, prepayrnents, funds
recevables and cash Unallocated biabilities includes trade payables (exctuding matched creditors?), ather payables, other taxes and socal securtty, gross
amounts due to customers on construction contracts, accruals, financial habilities, funds payables, provisions, income tax payable, and employee benefits
liabtlity

The table below presents revenue by geographical location, carrying amount of assets and expenditure on tangible and intangible assets by location
of those assets

Uruted Non-Lirsted

Kingd Kingd Total
Revenue Em T Em £m
Total segrnent revenue 4,159 4 1893 43487
Inter-segment revenue (3897) (62 8) {452 5)
Third party revenue 37697 1265 38962
Other segment mformation
Trade recevables, accrued income & construction contracts 7920 338 B258
Unallocated assets 36054 1709 37763
Total assets 4,397 4 2047 4,6021
Capital expendrture
Tangible assets 1202 80 1282
Intangible assets 5715 11 5726
Year ended 31 December 2012
Justice & Customer  Insurance &
Health & Secure  Professonal  Property®  Workplace Asset  Manageren & Benefits
Wellbeing IT Services Services Services  Infrastructure Services Services Intemnational Services Total
Segment revenue £m £m £m £m £m £m fm £m £m £m
Totat segment revenue 1984 5496 2992 5508 2734 4386 2503 3696 8197 37496
Inter-segment revenue (262) Mz 4} (123) (970) (176) (277) (94) (116) (838) {3978)
Third party revenue 722 4372 2869 453 8 2558 4109 2409 3580 7361 33518
Segment result
Underlying
Result after depreciation 330 297 426 136 74 558 639 487 81 4758
Share based payment (0 4) {03) (09) (22) {06) {13) (08) (09) (19) (91)
326 294 N7 1114 68 545 633 478 792 4667
Non-undertying
intangible amortisation {953)
Acquisition costs (103)
Loan impairment (150
Goodwill impaiment net of contingent consideration movements (102)
3359
Net underlying finance costs (497
Financial instruments — mark to market 87)
Dervatives counterparty credit risk — mark to market 39
Profit before tax 2814
Incomne tax expense (52 0)
Profit for the year 2294
Other segmentinformation
Justice & Customer insurance &
Health B Seawe  Professonat  Propemiy®  Workplace Asset  Managemert B Bernefis
Wellbeing IT Sennces Services Seraces  Infrastructure Services Services International Senaces Tatal
Net assets by segment £m £m £m fm £m £m £m £m £m £m
Trade recevables, accrued
income & construction
contracts 961 802 527 472 620 1140 636 561 Zno 7829
Deferred income {96) {303) {277) (644) (15 4) (123) =) {69) (298) (205 5)
Matched creditors® - - - - - (321 (20 8) - {60 0} {1129)
Net allocated assets 865 499 250 (172) 466 636 337 492 1212 4645
Unaltocated assets 35330
Unallocated liabilities (319 4)
Total net assets 8781
Caprtal expendrture
Tangible assets 28 149 36 53 24 39 157 39 443 968
Depreciation charge 30 157 47 65 21 36 65 44 264 729
Intangible assets 474 - 634 10 30 391 48 - 753 2340
Intangible amortisation Lk 15 167 88 43 7 89 N 188 953

2 Matched creditors represent those areditors where there s a related trade recenvable balance and where as a result managemnent report the net position
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6 Segmental information (continued)

Unallocated assets include property, plant and equipment, intangible assets, financial assets, deferred taxation, other recewables, prepayments, funds’ assets
and cash Unallocated Liabilities nclude trade payables {(excluding matched creditors2), other payables, other taxes and social secunity, gross amounts due to

customers on construction contracts, accruals, financial iabilities, funds payables, prowsions, ncome tax payable, and employee benefits liability
The table below presents revenue by geographicat location, camying amount of assets and expenditure on tangible and intangible assets by location of

those assets
Unrted Non-Unrted
Kingdom Kingdom Total
Revenue £m £m £m
Total segment revenue 35735 1761 37496
inter-segment revenue (3017} (567) (3978)
Third party revenue 32318 1200 33518
QOther segment informatien
Trade recevables, accrued income & construction contracts 7495 333 7829
Unallocated assets 3,4065 1265 35330
Total assets 41561 1598 43159
Capital expenditure
Tangible assets 852 ne 968
Intangible assets 2300 40 2340
7 Operating profit
This 15 stated after charging/(crediting)
01
2013 Restated
Notes £m £m
Employee benafits expense 8 17809 15165
Amortisation of Intangible assets (as shown in the non-underlying colurmn) 14 1222 953
Depreciation 13 41 n7
Accelerated depreciation on business closure 13 60 -
Amortisation of other ntangible assets (treated as depreciation)! 14 33 12
Accelerated amortisation on business closure 14 02 -
Loss/(profit) on sale of property, plant and equipment 21 {01)
Mimimum lease payments recognised as an operating lease expense 985 842
Foreign exchange differences (3.2) {0 4)
1Included within operating activities before amortisation
Feas payable to the Company’s Auditor and its associates in respect of 2(2-3. 2%1:5
Audit and audit-related services
The audit of the Company and Group finanaal statements 17 14
The audit of the financial statements of subsidiaries of the Company 06 0%
Total audit and audrt-related services 23 19
Non-audrt services
Taxation compliance services 02 01
Taxation advisory services 14 02
Services related to corporate finance transactions 05 04
Other assurance services 04 03
Total non-audit services 13 10
Total audrt and non-audit services 36 29
The amounts included in the above table relate to fees payable to KPMG Audit Plc and its associates
8 Employee benefits expense
2013 RstazTes
Naotes £m £m
Wages and salaries 15276 13142
Social secunty costs 1473 1227
Penston costs 32 955 705
Share based payments 28 105 91
17809 15165
2013 2012
The average number of employees dunng the year was made up as follows. Number Number
Sales 1,954 1,741
Administration 5658 5,087
Operations 48,856 40,762
56,468 47590

The details of Directors’ remuneration 1s contained within the Directors’ remuneration report on pages 78 to 92
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9 Net finance costs

2012

2013 Restated

Notes €m Em
Bank interest recervable (01) (03}
Other nterest recewvable (01) (02)
Interest recervable (0.2) (05)
Bonds 229 295
fixed rate interest rate swaps — reabsed 60 91
Finance lease 08 -
Bank loans and overdrafts 77 79
Investment expense - 0
Net interest cost on defined benefit pension schernes 32 47 36
Interest payable 421 502
Underlying net finance costs 419 497
Fixed rate interest rate swaps — mark to market 26 (26 3) 82
Nan-designated foreign exchange forward contracts —mark to market 12 05
Derwatives' counterparty credit nsk adjustment —mark to market' 26 {14) (29
Denvatives’ own credit nsk adjustment - mark to market (01) -
Non-undertying net finance costs (26 6) 48
Total net finance costs 153 545

1This mark to market moverment on denvatives represents the extent to which the far value of these instrumenis has been affected by the percerved change in the creditworthiness
of the counterparties to thase instruments The Croup s comfortable that the nsk attached to those counterparties is not significant and believes that the currency swaps, included
In derrvatives, continue to act as an effective hedge against the movernents in the farr value of the Group’s issued US$ denorminated bonds (see note 26 — Hedges

10 Income tax
The major components of income tax expense for the years ended 31 December 2013 and 2012 are

2012
Consolidated income statement ZT: Rmﬁ:
Current income tax

Current income tax charge 754 4

Adjustment in respect of prior years (157) (38)
Defemred income tax

Ongination and reversal of temporary differences {15 6) (153}

Adjustment in respect of prior years (10) (03)

431 520

2012

Consclidated statement of comprehensive mcome - =

Deferred income tax on cash flow hedges {09) (27)

Deferred income tax moverment in relation to actuanal losses on defined benefit plans 9.2 (0 6)

83 (33)

Income tax related to items (credited)/charged directly to equity- 2013 012

Consclidated statement of changes in equity £m £m

Deferred income tax moverment in relation to share based payment 80 62

The reconcliation between tax expense and the product of accounting profit multiplied by the UK corporation tax rate for the years ended 31 December 2013
and 2012 15 as follows

2012

2013 Restated

£m £m

Profit before tax 2150 2814
Notional charge at UK corporation tax rate of 23 25% (2012 24 5%) 500 689
Adjustments in respect of curent income tax of pror years (57} (38
Adjustments in respect of deferred tax of prior years (10) (03)
Non-deductible expenses 214 36
Attnbutable to reduction in corporation tax rate (78) (73)
Attributable to lower tax rates in overseas jursdictions (38) (56}
Adjustments to tax relief on share based payment - (35)
At the effective tax rate of 20 05% {2012 18 5%) 431 520
Total tax expense reported in the income statement 431 520

The tax charge for the year ended 31 December 2013 was £431m (2012 charge of £52 Om) and 1s after a prior year net credit of £16 7m resulting from the
successful resolution of issues with relevant tax authonties The tax charge 1s equivalent to an effective tax rate of 20 06% (2012 18 5%) The effectrve tax rate
on underying profit 119 0% (2012 20 5%)
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10 Income tax (continued}
Deferred income tax
Deferred income tax at 31 December relates to the following

Consolxated balance sheet Consoldated income statement
2013 02 N3 2012
£m Em £m £m
Deferred tax babilties
Accelerated capital allowances (25) (14 4) (50) 46
Fair value adjustments on acquisition (64 5) (55 8) (29 5) {256}
{670) (702)
Deferred tax assets
Share based payments 163 108 25 (19)
Persion schernes’ liability 1ng 249 EX:] (26)
Provisions 202 180 44 96
Losses avaitable for offset aganst future taxable ncome - - - 02
Mark to market movement on currency swaps 01 04 03 11
Cash flow swaps 53 122 77 18
Cash flow hedges 61 52 (08) (28)
599 ns
Net deferred tax (Lability)/asset (1) 13
Deferred income tax credit (16 6) (1586)

The Group has tax losses and other temporary differences of £93 8m (2012 £770m) that are available for offset against future taxable profits of the companies
n which the losses or other temporary differences arose, of which £77 5m are related 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 recognised in respect of £93 8m (2012 £770m) of these losses or other
temnporary differences, as their recoverability 1s uncertain

The UK corporation tax rate will decrease from 23% to 21% from 1 Aprl 2014 and from 21% to 20% from 1 Apnil 2015 The deferred tax balance has been
adjusted in the current year to reflect this change

11 Earnings per share
Basic earmungs per share amounts are calculated by dividing net profit for the year attnbutable to ordinary equity holders of the parent by the weighted average
number of ordinary shares outstanding during the year

Oiluted earmings per share amounts are calculated by dmviding the net profit for the year attnbutable to ordinary equsty holders of the parent by the weighted
average number of ordinary shares cutstanding during 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 following reflects the incorne and share data used in the basic and diluted earnngs per share computations

2012
2012

Em fm

Net profit attnbutable to ordinary equity holders of the parent from operations 1772 2294

2013 2012

Number Nurmber

rrullion milon

Weighted average number of ordinary shares (excluding trust and treasury shares) for basic eamings per share 6551 6364
Dilutive potential ordinary shares

Employee share options 77 70

Weighted average number of ordinary shares (excluding trust and treasury shares) adjusted for the effect of dilution 662.8 6434

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting date and the date of completion of these
financtal statements

The following additional earmings per share figures are calculated based on underlying eamings attnbutable to ordinary equity holders of the parent of £3891m
(2012 £3317m) and, after non-underlying costs, eamings of £1772m (2012 £229 4m) They are included as they provide a better understanding of the
undertying trading performance of the Group

2012

2013 Restated

P p

Basic eamings pershare -~ underlying 59 40 5212
- after non-underlying 2705 3604

Diluted eamings per share — underlying 5871 5155

— after non-underlying 2674 3565
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12 Dividends paid and proposed
2013 2012
£m £m
Declared and paid duning the year
Ordinary shares (equity)
Final for 2012 paid 15 6p per share (2011 14 2p per share) 1021 867
Intenm for 2013 paid 8 7p per share (2012 79p per share) 570 514
1591 1381
Proposed for approval at AGM (not recogrused as a Liability at 31 Decernber)
Ordinary shares {equity)
Final for 2013 17 8p per share (2012 15 6p per share} 1169 1013
13 Property, plant and equipment
Leasehold
Improvements
land and Plant and
i m
Cost
At 1)anuary 2012 75 4454 5169
Subsidiaries acquired 27 21 48
Additions 91 877 9 8
Disposals (20) (79) (99}
Asset retirements (122) (674) {796}
Exchange movement (05} {15} (20)
At 31 Decernber 2012 686 458 4 5270
Subsidraries acquired 45 254 299
Subsidianes disposed (10) 57 67)
Additions 190 1092 1282
Disposals (62) (155) 217)
Asset retirements (36) (78 8) (82 4)
Re-class to intangible assets - M4} (114)
Exchange movement (09) (2.0) {2.9)
At 31 December 2013 804 4796 5600
Depreaiation and impairment
At 1 January 2012 327 1540 1867
Provided duning the year 93 624 n7
Disposals (14) (72 {86)
Asset retirements (122) (674) (798)
Exchange movement {04) (11} {15}
At 31 Decernber 2012 280 1407 1687
Provided duning the year — underlying 58 643 741
Accelerated depreciation - business closure 36 24 60
Subsidiaries disposed {10) (26) (36)
Disposals 57 (127) (184)
Asset retirements (36) (78 8) (82 4)
Re-class to intangible assets - ()] (21)
Exchange movernent (06) (15) (21)
At 31 December 2013 305 1097 1402
Net book value
At 1 January 2012 388 2914 3302
At 31 Decernber 2012 406 3177 3583
At 31 December 2013 499 3699 4198

The ret book value of plant and machinery ncludes an amount of £173m (2012 £2 5m) in respect of assets held under finance leases
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14 Intangtble assets

Acquired intangible assets Underlying intangible assets
Contracts and Client Caprtalised
IP, software committed |ists and software Other
Brands  and bicences salles relatonships Coodwitl Sub-total developrment ntangitles Total
£m fm £m £m fm £m £m fm £m

Cost
At 1January 2012 288 221 S53 3361 1,5269 20092 - 214 20306
Subsidianes acquired 18 - - 795 1459 2282 - - 2282
Additions - - - - - - 47 N 58
Asset retirement - - - - - - - (134) (134)
Exchange movement - -~ - {03} {01} (04} - - {0 4)
At 31 December 2012 306 221 953 4153 16737 2,2370 a7 91 22508
Farr value adjustments in 2013
restating 2012’ ~ - - - 169 169 - - 169
At 31 December 2012 as restated 306 221 953 4153 16906 22539 47 91 22677
Subsidiaries acquired 124 613 307 186 2 2651 5557 - - 5557
Subsidianies disposed 27 - {02) (223) (576) (828) {03) - (831
Addimons - - - - - - "7 52 169
Asset retrement - - (38) - - (38) - - (38)
Re-class from property, plant and
equipmernt - - - - - - 102 12 14
Exchange movement - - 01 01 - - 01
At 31 December 2013 403 834 1221 5792 1,8981 2,7231 263 155 27649
Amortisation and impairment
At 1]anuary 2012 163 103 205 1210 10 1881 - 136 2007
Amortisation treated as
depreciation - - - - ~ - 05 o7 12
Other amortisation 48 34 145 726 - 953 - - 953
Impairrnent - - - - 461 461 - - 461
Asset retirement - - - - - - - (134) (134)
At 31 Decemnber 2012 211 137 440 1936 571 3295 05 09 3309
Subsidianes disposed (26) - (02) (178} - (206) (01) - (207}
Amortisation treated as
depreaation - - - - - - 09 24 33
Accelerated amortisation —
business closure - - 02 - - [\ - - 0z
Other amortisation 58 30 168 96 6 - 1222 - - 1222
Re-class from property, plant
and equipment - - - - - - 20 01 21
Asset retirement - - {38) - - (38) - - (38)
At 31 Decernber 2013 243 167 570 2724 57 4275 33 34 4342
Net book value
At 1January 2012 125 n8 658 2151 15159 1,821 - 78 18289
At 31 December 2012 (restated}' g5 84 513 2217 16335 1924 4 42 82 19368
At 31 December 2013 160 667 651 3068 18410 22956 230 121 2,3307

1See note 17 business combinations

15 Goodwill

Goodwill acquired through business combinations has been allocated for impairment testing purposes to the groups of cash-generating units (CGUs} that are
expected to benefit from the synergies of the combination These represent the lowest level within the Group at which goodwll can be allocated

Carrying amount of goodwill allocated to groups of cash generating units
Locat

Govemmant Balance of
Life & & Further IT& Secure non-
Insurance Pension Educaton  Software Information Health & Property  Workforce significant
Services Services Software Senaces Solutions Wellbeing Services Services CGUs Total
Em £m £m fm £m £&m fm fm £m £m
2013
Goodwill 2308 1355 979 2142 1446 107 973 1581 6519 11,8410
2012
Goodwill {restated) 2884 1355 843 1888 1074 1052 973 1773 5093 16335

Disclosed above are the significant groups of CGUs identified, with the remaining CGUs included in the ‘non-significant balance” column The non-signiicant
CGUs included within the balance do not tndmidually exceed 5% of the Group's total goodwill balance The number of CGUs identified for 2013 has increased
due to acquisitions

The recoverable amount of the CGUs 1s based on a value in use calculation using cash flow projections based on the latest 1-year budget forecast approved by
senior management, extrapolated for 4 future years at a growth rate applicable to each unit, an approprate terminal value 1s then added Pre-tax discount
rates, derived from the Group's post-tax weighted average cost of capital are then applied to these projections
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15 Goodwll (continued)

The key assumptions used in the impairment testing are as follows
profit before interest and taxation {year 1)

pre-tax discount rates

rate of growth in CGUs beyond the budget period {years 2to 5)
long term growth (=5 years)

Profit before interest and taxation
The profit before interest and taxation 1s based on the assumption that future margins will reram in line with levels curently being achieved Non-cash tems
have been added back where appropriate to the profit before interest and taxation inorder to determine the cash flow for the CGU

Discountrate
The Group’s post-tax-weighted average cost of capital of 77% (2012 70%) has been used to derive a Group pre-tax discount rate The Group pre-tax rate
15 adjusted where appropriate to reflect the nsks specfic to the market in which the CGUs are operating

The cost of capital and cost of debt has been calculated for each CGU with the expected rate of return for debt and equity constant for all CGU's
Rates of growth in cash generating units beyond the budget period (years 2 to 5)

The growth rate assumptions used in each CGU for years 2 to 5 are based on projections provided by third party market research for the relevant market
Projections have been reviewed by senior management

Long term growth rates (>5 years)
A terminal value based on a perpetuity calculation using third party market average growth has been added ta the projected S-year cash flows

The base rates have been disclosed below

Thurd party market growth rates years 2-5 Pre-tax WACC
Insurance Services 43% 10 4%
Life & Pensions Services 55% 10 0%
Local Government & Further Education Software 65% 102%
IT & Software Services 22% 101%
Secure Information Solutions 46% 10 0%
Health & Wellbeing 71% 95%
Property Services 13% MN1%
Workforce Services 48% 94%
Non-significant CGUs Range 13%-65% Range79% -115%

Sensitivity analysis

impaiment testing 1s dependent on management’s estmates and judgements, in particular in relation to the forecasting of future cash flows and the discount
rate applied to those cash flows Sensitivity analysis has been performed for these key assumptions

Sensitvity analysis has been performed by risk adjusting the discount rate calculated for each CGU, adjusting growth rates and lowering expected margins

Based on the sensitivity analysts performed a combined 1% reduction in growth rates and future margins and a 1% increase In the discount rate does not cause
animpairment of the associated goodwill in any CGU The recoverable amount of Insurance Services continues to be the most sensitive to a change in the key
assumptions The overall level of projected cash flows would need to reduce by 33% to cause an impairment of the associated goodwill Management will
continue to closely momitor this CGU

Overall, management has concluded that no reasonable possible change in the key assumptions discussed above would cause any of the goodwill within the
identified significant CGUs to becorme impaired
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16 Finanaal assets

Curment financial assets 2u£1|: 2052
Investrment loan’ 03 03
Avallable-for-sale assets? - 08
Currency swaps in relation to US$ denominated bonds® 27 69
Non-designated foreign exchange forward contracts 01 -
31 80

Non-current financial assets 2?:: 22:
Investmnent toan’ 205 207
Avallable-for-sale assets’ 15 -
Currency swaps in relation to US$ denorminated bonds® 1367 1996
Interest rate swaps in relation to GBP denominated bonds’ 77 159
1664 2362

1The mnvestment loan represents a funding arangement with Optima Legat Services Limited {OLSL)

2 Available-for-sale assets compnse ivestrnents in unlisted ordinary shares The unlisted ordinary shares, for which there 15 no immediately entifiable market and which have no
fixed maturity date or coupon rate, are camed at cost less prowision for any impairment

3The currency swaps are used to hedge the exposure to interest rate and currency fluctuations on the Group's US$ denominated bonds. The change in the fair value of the underlying
bonds due to changes in interest and curmency rates 15 offset by the farr value of the currency swaps recogmised above The interest rate swz:ﬁare used to hedge the farr value of the
Group's GBP denominated bonds and the change in the fair value of the underlying bonds due to changes in interest rates 1s equivalent to the far value of the interest rate swaps
recognised above Details of the interest rate swaps, currency swaps and cash flow hedges are contained in note 26

17 Business combinations

2013 acquisitions

The Group made a number of acquisitions in 2013 which are shown in aggregate The fair values of the identifiable assets and liabilities acquired are disclosed in
the table below-

Far value to Group recognised on acqusition
Public sector
Py scqustns Toul
£m £m £m
Property, plant and equipment 39 260 299
Intangible assets 1027 1879 2906
Trade and other recevables due in less than 1 year 37 509 546
Trade and other receivables due in more than 1year - 144 144
Corporation tax - 16 16
Cash and cash equivalents - 158 158
Trade and other payables (excluding accruals) due in less than 1 year (25) (415) {44 0)
Accruals due in less than 1 year (109) {549) (65 8)
Trade and other payables due n more than 1 year - {20) (20)
Provisions - {55) (55)
Deferred tax 21) {230) (251)
Employee benefits liabidity - {143) {14 3)
Finance leases - {25 4) {254)
Public sector subsidiary partnership payment {note 22) (522) - (52 2)
Long term debt (91) (51 {14 2)
Net assets 335 1249 1584
Goodwill anising on acquisition 1030 1621 2651
Non-controlling interest (66 9) - (66 9)
696 2870 3566
Discharged by
Cash 349 2329 2678
Equity instruments - 4 41
Contingent consideration accrued - 261 261
Deferred consideration acarued 347 239 586
696 2870 3566

Public sector subsidiary partnerships represent a controlling interest in 3 public sector acquisitions in 2013, being 51% of the ordinary share capital of Axelos
Lmited and Entrust Support Services Limited and 100% of the ordinary share capital of Fire Service College Limited

In all other cases 100% of the ordinary share capital was acquired The companies acquired have been mamny in the areas of IT and software, debt
management, analytics, gamification, change management, and leaming and development which complerment or extend the Group’s existing skill sets and
provide opportunities for growth into these markets In addition, duning the year the Group settled contingent consideration payments with regard to previous
acquisitions amounting to £14 4m, all of which had been accrued
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17 Business combinations (contmued)

Where this can be determined, the acquired subsidianes contnbuted £11 6m to the profit before tax of the Group If these acquisitions had occurred on

1 january 2013, Group revenue would have been an estimated £3,981 5m and Group profit before tax would have been an estmated £221 4m In determining
these amounts, management has assumed that the fair value adjustrments that arose on the date of acquisiion would have been the same if the acquisition
occured on 1 January 2013 Dunng the year, some of the acquired businesses have been completely integrated into the existing business of the Group and
therefore their post-acquisition performance cannot be determined

Goodwill has ansen on the acquisitions because the fair value of the acquired assets was lower than the consideration paid, the goodwall represents the value
to the Group that can be driven from these underlying assets over the Ufe of the acquired businesses, particularty from synergies, the capabilities of the acquired
workforce, and commercialisation of formerty public sector assets The total amount of goodwill recogrised in the period that 1s expected to be deductible for
tax purposes is £103 4m (2012 £3 3m)

The fair value exeroise has been completed on a provisional basis for acquisitions made in 2093 The Group will complete this review in 2014 though any
adjustment to the camying value 1s likely to be iInsignificant to the indndual acquisiion In total, the effect of revisions made to fair value adjustments in the
current year that had been determined provisionally at the immediately preceding balance sheet date increases goodwill by £16 9, largely relating to an
onerous contract provision acquired with the Reliance Secure Task Management acquisition These revisions increased provsions by £141m, accruals by £2 3m,
and other payables by £0 5m as at 31 December 2012

Contingent consideration

In respect of the acquisitions made 1In 2073, the Group has agreed to pay the vendors additional consideration dependent on the achievement of performance
targets in the penods post acquisition These performance periods are of up to 4 years in duration and will be settled in cash and loan notes on therr payment
date on achieving the relevant target The range of the additional consideration payment 1s estimated to be between £20m and £35m The Group has included
£261m as contingent consideration related to the addihonal consideration, which represents its far value at the acquisition date Contingent consideration has
been calculated based on the Group’s expectation of what it will pay in relation to the post-acquisition perforrnance of the acquired entities by weighting the
probability of a range of payments to give an estimate of the final obligation

Deferred consideration
In respect of the acquisiions made in 2013, the Group has agreed to pay the vendors additional consideration post the year end peniod The Group has induded
£58 6m as deferred consideration, which represents its fair value at the acquisition date

Acquisition related costs
The Group incurred acquisition related costs of £14 3m related to professional fees paid for due dibgence, general professional fees and legal related costs
These costs have been included in non-underlying administrative expenses in the Group’s consolidated income statement

2012 acquisitions
The Group made a number of acquisiions in 2012 which are shown in aggregate The fair values of the identifiable assets and Liabilities acquired are disclosed in
the table below

Far value
o Grotong
BOUISILION
£m
Intangible assets 813
Property, plant and equipment 48
Deferred tax (30)
Bank loans and overdrafts 76
Trade and other recervables due in less than one year 590
Trade and other payables (excluding Accruals) due in less than 1year (562)
Accruals due in less than 1 year 44 4)
Long term debt {571)
Provisions (190)
Corporation tax 51
Net assets (119
Goodwill ansing on acquisition 1469
1350
Discharged by
Cash 1266
Contingent consideration accrued 84
1350

In all cases 100% of the ordinary share capital was acquired and the consideration satisfied in cash The companies acquired were mainly in the areas of
pensions and employee benefits, security, health and travel and complement or extend the Group’s existing skill sets and provide opportunities for growth into
these markets In addition, dunng 2012 the Group settled contingent consideration payments with regard to previous acquisitions amounting to £12 0m, all of
which had been accrued

During 2012 some of the acquired businesses had been completely integrated into the existing businesses of the Group and therefore their post-acquisition
performance could not be determined In aggregate for the year, the other acquired subsidianes contnbuted £12 5m to the profit before tax of the Group If the
acquisitions had occurred on 1 January 2012, Group revenue would have been an estmated £3,478 2m and Group profit before tax would have been an
estimated £295 5m In determmning these amounts, management has assumed that the fair value adjustments that arose on the date of acquisition would
have been the sarne if the acquisition occurred on 1 January 2072 The post acquisiiion revenue of Clinical Solutions benefited from a £5 6m retease of deferred
income {included in the balance sheet at the date of acquisition) anising from a change in the performance obligations and expected future costs of a significant
contract
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17 Bustness combmations (cortinued)

Goodwill arose on the acquisitions because the farr value of the acquired assets was lower than the consideration paid, the goodwilt represents the value to the

Group that can be driven from these underlying assats over the life of the acquired businesses

Contingent consideration

Inrespect of the acquisitions made in 2012, the Group agreed to pay the vendors additional consideration dependent on the achievernent of performance
targets in the penods post acquisition These performance penods are of up te 3 years in duration and will be settled in cash and loan notes on their payment
date on achieving the relevant target. At 31 December 2012 the range of the additional consideration payment was estimated to be between £5m and £10m
The Group had included £8 4m as contingent consideration related to the additional consideration, which represents its fair value at the acquisition date
Contingent consideration had been calculated based on the Group's expectation of what 1t wall pay in relation to the post-acquisition performance of the

acquired entities by weighting the probabrity of a range of payments to give an esurmiate of the final obligation

The fair value exerase had been completed on a provisional basis for acquisitions made in 2012 The Group completed this review in 2013

Acquisiticn related costs

The Group incurred acquisition related costs of £10 3m related to professional fees paid for due diligence, general professional fees and legal related costs

These costs were incduded in non-undertying administrative expenses in the Group’s consolidated income statement.
18 Trade and other recervables

2013 2002
Current £Em £m
Trade recervables 4496 4174
Other receivables 372 334
Gross amounts due from customers on construction contracts 615 541
Accrued income 2570 2578
Prepayments 876 714

8929 8341
2013 2012
Non-current £m fm
Other receivables 25 61
Accrued income 517 536
Prepayments 174 130
776 727
Trade receivables are non-interest bearing and are generally on 30 days' terms
At 31 December 2013, trade recervables at a nominal value of £178m (2012 £21 8m) were wnpared and fully provided for
Movements in the prowision for iImpairment of trade recevables were as follows
203 2012
£m Em
At 1January 218 301
Utilised (14 {07)
Released in year (net) (5:2) (12 8}
Business disposal/closure (04) -
Provisions acquired 23 52
At 31 December 178 218
As at 31 December, the analysis of trade recetvables that were past due but not impaired is as follows
Past due but not impared
Neyther past
due nor More than
Total impaired 0-3 months 46 months 7-12 months 12 months
£ £m fm £m Em £m
2013 4496 3376 987 133 - -
2012 474 319 931 124 - -
The Group monitors the level of trade recevables on a monthly basis, continually assessing the nisk of default by any counterparty
19 Cash, cash equivalents and overdrafts
Restated
2013 2012
£m £m
Cash at bank and in hand 6108 7473
Overdrafts {453 0) (4406)

Cash at bank eams interest at floating rates based on daily bank deposit rates The fair vatue of cash 15 the same as the carmying amount above

Included in cash at bank are balances held in the Group’s notional cash pools under which the bank has the nght of offset against overdrafts of the same

amount — see note 26




Capitaplc | 117

20 Trade and other payables
Restated
2013 2012
Current £m £m
Trade payables 1946 1849
Other payables N2 104 4
Other taxes and socia! security 1428 1239
Accruals 4149 3598
Deferred income 2330 1959
10235 9689

Non-current

Other payables 13 15
Accruals 07 14
Deferred income 245 96
265 125

Trade payables are non-interest bearing and are normally settled on terms agreed with suppliers
See note 17 for detalls of restatement

21 Construction contracts

The Group constructs assets for its customers, which are mainly [T mnature In line with the requirements of IAS 11 gross amounts due from customners are
stated at the proportion of the anticipated net sales value 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

Gross amounts due from customers are stated at the proportion of the anticipated net sales value 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 custormners

2013 2012
£m £m
Contract revenue recogrised in relation to construction contracts in the year 1105 945
Aggregate costs incurred and recognised profits (less losses) to date 1024 863
Cross amount due from customers for construction contracts 615 547
22 Financial labibties
Restated
2013 2012
Current Notes £m £m
Contingent consideration 88 2N
Deferred consideration 355 -
Obligations under finance leases 24 49 1
Unsecured loan notes 102 01
Cash flow hedges 60 26
Non-designated forergn exchange forward contracts 05 02
Bonds 131 950
Fixed rate interest rate swaps 02 14
792 1215
Non-current
Contingent consideration 264 57
Deferred consideration 231 -
Public sector subsidiary partnership payment’ 522 -
Put optrons of non-controlling nterests' 96 0 -
Obligations under finance leases 24 124 16
Unsecured loan notes 02 04
Bonds 1,254 2 12751
Term loan 2000 1850
Cash flow hedges 242 199
Non-designated foreign exchange forward contracts 13 02
Currency swaps In relation to US$ denominated bonds 135 03
Fixed rate interest rate swaps 26 4 515
1,7299 15397
15ee commentary below

The aggregate bond value stated above of £1,2673m (net of issue costs) includes a fair value adjustment for interest rate and currency nsk of the bonds at
31 December 2013 To remove the Group's exposure to interest rate and currency fluctuations it has entered into interest rate swaps and currency swaps
which effectively hedge any movement in the underlying bond fair value The fair value of the currency swaps 1s disclosed in nete 16— Finanaial assets and
note 22 - Financial liabilties in the current and comparative years

In 2013 the Group repaid bonds which reached maturity These were £50 Om 2005 Series A bonds, US$60 Om 2006 Series A bonds (GBP equivalent £32 3m)
and US$11 0m 2006 Series A bonds (GBP equivalent £5 8m) During the year, the Group issued fixed rate bonds, these were £75m GBP denominated bonds
with a matunty of 7 years and a fixed coupon of 373%
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22 Financial babilities (continued)
The issue costs incurred on the 1ssue of the bonds dunng the year amounted to £01m (2012 £nil) Issue costs onthe bonds are spread over the life of the bonds
totherr maturity The unamortised balance of issue costs at the year-end totalled £1 4m (2012 £17m)

In 2013 the Group repaid the £185m term [oan and replaced it with a new £200m 2 year term loan at a floating rate of interest,

The obligations under finance leases are secured on the assets being financed The bonds and loan notes are unsecured The loan notes issited are non-interest
bearing

The public sector subsidiary partnership paymenit liability 1s an estimate of the annual preferred payments to be made by Axelos Limited {the partnership
forrmed with the Cabinet Office) to the Cabinet Office in years 4 to 10 This payment is funded by Axetos Limited and 15 contingent on profits The net of tax
cash cost has been estimated at £359m Following these payments, the new company will pay profits to the partners according to therr stake in the business

The non-controlling shareholders of Axelos Linited and Entrust Support Services Limited, which we acquired a controlling interest in duning the year, have an
option to put their shareholding to Capita Plc. Accordingly, a bability of £96 Om has been recognised and a corresponding entry has been recorded agatnst
retained earmings The options are exercisable only after a period of S years has elapsed

The Group has available to it a commutted Revalving Credit Facility of £425 Om matuning in December 2015, of which £nil had been drawn down as at
31 December 2013 (2012 £nil drawn down) These funds are available for the Group's immediate use

The Group has issued guaranteed unsecured bonds as follows
Value

Bond Iterest rate % Denomunation £m Matuntty
issued 2005°
Series B 0525 above 6m GBP LIBOR GBP 250 28 September 2015
Issued 2008"
Seres C k) GBP 320 13 September 2015
Issued 2010
Senies C* 478 GBP 500 30 June 2020
Issued 2017°
Series A’ 485 GBP 500 22 July 2019
SernesC 476 GBp 350 19 Juty 2021
Issued 2013
Senes A 373 GBP 750 30 Septemnber 2020
Total of stering denominated bonds 2670

ussm
Issued 2006%
Series B 588 uss 1300 28 June 2016
Senas B 581 uss 740 13 September 2016
Senes C 577 uss 600 13 Septermnber 2016
Issued 2007>
Senes A 557 us$ 210 11 October 2014
Senes B 588 uss 1790 11 October 2077
Issued 2008°
Seres A 604 uss 800 13 September 2015
Senes B® 651 uss$ 256 0 13 September 2018
Issued 2010°
Senes A 415 us$ 500 30 June 2017
Series B** 480 uss 2500 30 June 2020
Issued 2011°
Senes B 465 uss 800 22 July 2019
Seres A 372 uss 400 19 July 2018
Senes B 450 uss 2360 19 July 2021
SenesA 475 uss 500 26 July 2021
Total of US$ denominated bonds 1,506 0

+The Group has entered into an interest rate swap to convert the interest cost to a floating rate based on 6 month GBP LIBOR

2The Group has entered into currency swaps for the US$ ssues to achieve a floating rate of interest based on 6 month GBP LIBOR Further disclosure on the Group's use of hedges s
ncluded innote 26

3Subsequentty, the Group has entered a senes of fixed rate interest rate swaps to convert these tssues from paying a floating rate based on 6 month LIBOR to fixed rates See note 26
for further details of these fixed rate interest rate swaps.

4The Group has entered a fixed rate nterest rate swap to corvert GBPS7m of this issue from paying a floating rete based on 6 month LIBOR to a fixed rate

5The Group has entered a senes of fixed rate interest rate swaps to convert the whole or a proportion of these sues from paying a floating rate based on 6 month LIBOR to fixed
rates with an effective start date subsequent to the reporting date See note 26 for further details of these fixed rate interest rate swaps

§The Group has entered a fixed rate interest rate swap to convert this issue from paying a fixed rate of 4 78% to a fixed rate of 375%

All senies are unsecured and rank pan passu in all respects




Capitaplc | 119

23 Funds assets and kabilities
Restated
2013 2012
£m fm
Funds recevables 1007 1080
Funds restnicted cash 01 132
Funds assets 1008 1212
Funds liabilities {100 8) {1212)

These balances relate to investors' purchase or redernption of urits in Investment Funds of which Capita Financial Managers Limited, our unit trust
adrministration business, 1s an Authorised Corporate Director The balances are due to and from the investors and Investment Funds The parties to the trade
are permitted to take advantage of a 4-day settlement period between initiation and settlement of the trade

24 Obligations under leases and hire purchase contracts
The Group uses finance leases and hire purchase contracts te acquire plant and machinery These leases have terms of renewal and purchase options but
no escalation clauses Renewals are at the option of the lessee

The value of future minimumn lease payments and their present value, which are the same, 1s analysed as follows

2013 2012

£m £m

Not later than 1year 49 7
Later than 1year but hot more than 5 years 124 16
173 27

The Group has entered into commercial leases on certain properties, motor vehicles and items of plant and machinery These leases have an average duration
of between 3 and 10 years

Future renrurmum rentals payable under non-cancellable operating leases are as follows

2012
2013 Restated
£m £fm
Not later than 1year 895 ire
Later than 1 year but not later than 5 years 2059 1549
Later than 5 years 1298 917
4252 3238
The future minimum rentals payable disclosed above are the present value of the obligations
25 Provisions
Restructunng Insurance captive Property
provision provisian provision Other Total
£m fm £m £ fm
At 1)anuary 2013 (restated') - 160 394 232 786
Utilisation (02} (137) {79) (134) (35 2)
Provided in the year (net) 415 228 (o1 18 660
Provisions acquired - - 52 03 55
At 31 December 2013 413 251 366 19 149

1See note 17 Business combinations

The provisions made above have been shown as current or non-current on the balance sheet to iIndicate the Group's expected timing of the matters
reaching conclusion

The Group has made the restructunng prowvision for unavoidable costs which will be incurred due to its deasions to dispose of its insurance distribution business
and to close its SIP business The prowsion 1s expected to unwind over 2 years

The insurance prowvision 1s made in relation to the Group's Professional Indemmity, Motor and Employee Liabidity exposures The Group uses a captive insurer

to reduce the cost of providing this cover for its operations, clasms that are in excess of the Captive's liability are reinsured with a number of large insurance
underwniters The Group makes provision when a claim has been made where 1t 1s more probable than not that an insured loss wall occur These provisions are
reassessed regularly to ensure that the level of provisioning 1s consistent with the claims that have been reported In the year the Group has settled a number of
insurance liabitmies which it had provided for in previous years Additionally, 1t has made provision for new claims and increased or decreased existing provisions
where more information on the progress of the claim has becomme available

Withuin the property provisions there 1s included a discounted prowvision for the difference between the market value of the property leases acquired in 2011 with
Ventura and Vertex Private Sector and the lease obligations committed to at the date the leases were signed by the previous owners This s in accordance with
IFRS 3 {revised) which requires the use of fair value measurement The remaining property provision 1s made 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 ptanned to be used for ongeing
operations The expectation Is that this expenditure will be incurred over the remaining periods of the leases which range from 1to 25 years

Included i other provisions at 1 January 2013 was an onerous contract in relation to the ALS courts' interpretation contract, recognised through the fair value
exercise on acquisition Duning the year through restructuring the delivery methodologies, the contract became profitable for the first ime and 1s expected to
remain profitable through to the end of the contract As a result, the remaining urutilised provision of £3 8m was released to the income statement in the year

Other relates to provisions in respect of potential claims ansing due to the nature of some of the operations that the Group prowides and a provision for
an onerous contract in relation to contracts acquired with the Reliance Secure Task Management acquisition These are likely to unwind over a penod of
1to 3 years
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26 Fiancial nstruments

Fmancial nsk management objectives and policies

The Group's prncipal financial nstruments are comprised of cash, bank loans, bond 1ssues, loan notes, finance leases and dervatives The main purpose of these
financial nstruments 15 to raise finance for the Group’s operations and to manage the Group's financial nsks The Group also has vanious other financial
instrurnents 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, fixed rate interest rate swaps and forward currency contracts
Their purpose Is to manage the interest rate and currency nisks ansing from the Group’s operations and its sources of finance It 15, and has been throughout the
period under review, the Group’s policy that no speculative trading i financial instruments shall be undertaken

The main risks ansing from the Group’s financial instruments are interest rate nisk, foreign currency nisk, credit nsk and liquidity nsk. The Board reviews and
agrees policies for managing each of these nsks and they are summarised below

Carrying values andfair values of financal instruments

The following table analyses by classification and category the Group's financial mstruments {excluding short term debtors, creditors, fund payables/recervables
and cash in hand} that are camed in the financial statements The values below represent the camrying amounts The carrying values are a reasonable
approximation of fair value other than 2 fixed rate bonds totalling £125 Om, included below in the bond value of £1,267 3m, with a carmying value of £125 Om
and a fair value of £125 9m The farr value of these bonds has been calculated by discounting the expected future cash flows at prevailing interest rates and this
fair value measurement would be categonsed within level 2 of the fair value hierarchy

At far value
through the Dermvatives Cther
Available- Income Loans and used for financial
At 31 December 2013 = p S e = =
Fmancial assets
Unlisted equrty securities 15 - - - - 15
Investment loan - - 208 - - 208
Non-designated foreign exchange forward contracts - 01 - - - 01
Interest rate swaps i relation to GBP denominated bonds - - - 77 - 77
Currency swaps in relation to US$ denominated bonds - - - 1394 - 1394
15 01 208 1471 - 1695
Financial labilies
Overdraft - - - - 4530 4530
Unsecured loan notes - - - - 104 104
Bonds - - - - 12673 12673
Term loan - - - - 2000 2000
Cash flow hedges - - - 302 - 302
Non-designated foreign exchange forward contracts - 18 - - - 18
Currency swaps in relation to USS denominated bonds - - - 135 - 135
Contingent consideration - - - - 352 352
Deferred consideration - - - - 586 586
Obligations under finance leases - - - - 173 173
Public sector subsidiary partnership payment - - - - 522 522
Put options of non-controlling interests - - - - 960 960
Fixed rate interest rate swaps - 266 - - - 266
- 284 - 437 21900 2,2621

The aggregate bond value above of £1,2673m includes the GBP value of the US$ denominated bonds at 31 December 2013 To remove the Group’s exposure
to currency fluctuations it has entered into currency swaps which effectively hedge the moverment in the bonds’ fair value due to changes in prevailing foreign
exchange and interest rates The interest rate swap 1s being used to hedge the exposure to changes in the farr value of GBP denominated bonds The farr values
of the currency and interest swaps are disclosed in note 16 - Financial assets and in note 22 - Financiat labilities in the current year
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26 Financial instruments {continued)

At fair value Other
avalable e Losnsand " ed o francal
At 31 December 2012 = e B helee e =
Financial assets
Unlisted equity securities o8 - - - - 08
Investment loan - - 210 - - 210
Interest rate swaps in relation to GBP denorminated bonds - - - 159 - 159
Currency swaps in relation to US$ denominated bonds - - - 2065 - 2065
08 - 210 2224 - 2442
Financaal labilities
Overdraft - - - - 4406 4406
Unsecured loan notes - - - - 05 05
Bonds - - - - 13701 13701
Term loan - - - - 1850 1850
Cash flow hedges - - - 225 - 225
Non-designated foreign exchange forward contracts - 04 - - - a4
Currency swaps in relation to US$ denominated bonds - - - 03 - 03
Contingent consideration - - - - 268 268
QObligations under finance leases - - - - 27 27
Fixed rate interest rate swaps - 529 - - - 529
- 533 - 228 2,0257 21018

The fair value of financial instruments has been calculated by discounting the expected future cash flows at prevalling interest rates, except for unlisted equity
secunties and investment loans The valuabion models incorporate various nputs including foreign exchange spot and forward rates and interest rate curves
Unlsted equity secunties and investiment loans are held at amortised cost The Group enters into dervative finanaial instruments with multiple counterparties,
all of which are financial institutions with investment grade credit ratings

Farvalue hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of financial instrurments by vatuation techrigue

Level 1 quoted (unadjusted) prices in actrve markets for identical assets or babilities

Level 2 other techniques for which all inputs which have a sigrificant effect on the recorded fair value are observable, either directly or indirectly
tevel 3 techniques which use Inputs which have a significant effect on the recorded fair value that are not based on observable market data

As at 31 December 2013, the Group held the following financial instruments measured at fair value
2013 012

£m £m
Assets measured at farr value
Non-designated foreign exchange forward contracts 01 -
Interest rate swaps in relation to GBP denominated bonds 77 159
Currency swaps In relation to US$ denominated bonds 1394 2065
Liabilrties measured at fair value
Bonds 11423 13201
Cash flow hedges 302 225
Non-designated foreign exchange forward contracts 18 04
Currency swaps in relation to USS denominated bonds 135 03
Foced rate interest rate swaps 266 529
Public sector subsidiary partnership payment 522 -
Put options of non-controlling interests 860 -
Contingent consideration 352 268

Dunng both years the Group only had Level 2 assets or Labilities measured at far value apart from contingent consideration, the public sector subsidiary
partnership payment and the put options of non-controlling interests which are Leve! 3 liabilittes 1t 1s the Group's policy to recognise transfers between levels
of the fair value hierarchy at the end of the reporting penod duning which the transfer occurred Durning the year ended 31 December 2013, there were no
transfers between Level 1 and Levet 2 fair value measurements and no transfers into or out of Level 3 farr value measurements

Contingent consideration arises in business acquisitions where the Group has agreed to pay the vendors additional consideration dependent on the
achievernent of performance targets in the penods post acquisition These performance penods are of up to 3 years in duration and will be settled i cashand
loan notes on their payment date on achieving the relevant target The Group makes provision for such contmgent consideration for each acquisition based on
an assessment of its fair value at the acquisition date Contingent consideration has been calculated based on the Group’s expectation of what it will pay in
relation to the post-acquisition performance of the acquired entities by weighting the probability of a range of payments to give an estimate of the final
obligation A sensitvity analysis was performed on the expected contingent consideration of £35 2m The sensitivity analysis performed adjusted the
probability of payment of the contingent amounts A 10% increase in the probability of contingent consideration being paid results in an increase in potential
contingent consideration of £16m A 10% decrease in the probability of the contingent consideration being paid results in a decrease in potential contingent
consideratton of £2 5m
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26 Finanaal mstruments (continued)

The public sector subsidiary partnerstup payment biability 1s an estimate of the annual preferred payments ta be made by Axetos Limited (the partnership
forrmed with the Cabinet Office) to the Cabinet Office in years 4 to 10 This payment 1s funded by Axelos Limited and 15 contingent on profits The fair value
of £52 2m has been derived by discounting the expected payment at the Group cost of debt to arrive at its present value Ifthe discount rate was to
increase/decrease by 1% the present value would decrease/increase by £3m

The put opttons of the non-controlling Interests (see note 22) are valued based on the expected redernption value of the shares that will be paid in cash
by the Group This value 1s determined by reference to the expected date of exercise of the options, which 1s then discounted to arrive at a present value
The sensitivity of the valuation to movernents in both the discount rate and the cash flows that have been used to calculate 11, are as follows a 10%
increase/decrease In the eamings potential of the business results in a £9 Om increase/decrease in the valuation, a 1% mncrease/decrease in the discount
rate applied to the valuation results in a £4 6m decrease/£4 9m increase In the valuation

The following table shows the reconaliation from the opening balances to the closing balances for Level 3 fair values

Subsdiary Put options of

Contingent parinership non-controlling

consideration payment interests

£m im £m

At1January 2013 268 - -

Ansing from business combinations in the perniod 261 522 960

Profit and loss movement — administrative expenses 17 - -

Reclassified from current liabilities 50 - _

Conversion to current [oan notes (100) - -

Utilised (14 4) — -

At 31 December 2013 352 522 960
Interest rate nsk

The Group’s exposure to the risk of changes in market interest rates arises primanly from the Group's long term debt

The Group’s policy 1s to manage its interest cost using a mix of fixed and vanable rate financial instruments to generate the desired interest rate profile and
to manage its exposure to interest rate fluctuations

The Group has primanly issued fixed rate coupon US$ denominated bonds, which have been swapped to floating rate GBP liabilities at the date of issuance
using currency swaps These currency swaps are designated as fair value hedges against changes in the fair value of the bonds due to changes in prevailing
foreign currency exchange and mterest rates

In February 2008, Capita executed a series of fixed rate interest rate swaps to convert from paying floating rate GBP interest to fixed rate GBP interest on
certain of its swapped bonds Up to June 2012, the counterparty held the option to cancel these swaps on each semi-annual coupon payment date I june
2012, the counterparty’s option to cancel was removed, the duration of the swaps was extended and the fixed rate was reduced, taking advantage of the lower
prevailing Interest rate environment These fixed rate interest rate swaps are not designated in any hedge relationship so their change in fair value is recogrused
In net finance costs In the Income statement ~ see note 9 - Net finance costs

Following the fall in prevailing interest rates at the end of 2008 and the low base interest rates maintained thereafter, these fixed rate interest rate swaps show
anegative mark to market value of £26 6m at 31 December 2013 (2012 negative mark to market value of £52 9m) This movermnent results in a non-cash
accounting gain In the year of £26 3m (2012 loss of £8 2m)

In addition to the fixed rate bonds of £604 6m in wssue as at 31 Decernber 2013 {underlying value — not adjusted for the impact of the swaps), the Group had
afurther £6301m of swapped bonds, a £200 Om 2-year term loan and a £425 Om undrawn committed revolving credit factlity, all paying floating rate interest
This gives the Group as a whole a balanced interest rate nsk profile through the use of both fixed and floating rate financial nstruments

Theinterest rate profile of the interest-bearing financial assets and liabilities of the Group as at 31 December 15 as follows

within Bet B ' B More

At 31 December 2013 Yem  TTem v My ASym thenSyes o
Fixed rate

Bonds 131 247 1797 1255 74 1786 5990
Oblrgations under finance leases 43 52 50 22 - - 173
Foreign currency swaps in relation to US$ denominated bonds (27) - (388) (351) (218) 3 (953)
Fixed rate interest rate swaps 02 09 76 60 37 82 266
Floating rate

Cash in hand {610 8) - - - - - {6108)
Overdraft 4530 - - - - - 4530
Investment loan (03) (25) (40) (50} (80) - (208)
Bonds - 867 - 320 1255 4241 6683
Term loan - 2000 - - - - 2000
Cash flow hedges 60 46 52 54 54 36 302
Non-designated foreign exchange forward contracts o4 05 02 02 0.2 02 17
Interest rate swap in relation to GBP denominated bonds - 27 - - - (50) 77N

Foreign currency swaps in relation to US$ denominated bonds - (120) - 18 (281) 77 (306)
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26 Financial instruments {continued)

Within Between Between Between Between More than

At 31 December 2012 - - - - im
Fixed rate

Bonds 950 137 247 1907 1343 743 5327
Obligations under finance leases M os 0% 03 - - 27
Foreign currency swaps in relation to US$ dencrminated bonds (69) (36) - (459} (43 4} - {103 8)
Fixed rate interest rate swaps 14 04 16 14 90 291 529
Floating rate

Cash in hand (7473) - - - - - (7473)
Overdraft 4406 - - - - - 4406
Investment loan @3) 05) (35) (40) (50) (77} (210}
Bonds - - 90 - 335 729 8374
Term loan - 850 - - - - 1850
Cash flow hedges 26 38 28 36 40 57 225
Non-designated foreign exchange forward contracts 02 01 01 - - - 04
Interest rate swap in relation to GBP denomunated bonds - - (42) - - m7 (159}
Foraign currency swaps in relation to US$ denominated bonds - - (148) - 03 (879) (102 4}

The following table demonstrates the sensitvity to a reasonably possible change in interest rates, with all ather vaniables 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

Effect on

Increase/ profit

{decrense) before tax

n basis pourts £m

2013 13/(13) (08)/08
2012 717} (10)10

Foreign currency risk

The Group has exposure to foreign currency risk where it has cash flows in overseas operations and foreign currenicy transactions in UK operations which are
affected by foreign exchange movements The Group s not generally exposed to significant foreign currency risk except in respect of its cash flows n overseas
operations in India which generate exposure to movemants in the INR/GBP exchange rates The Group seeks to mitigate the effect of this exposure by entering
forward currency contracts {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 policy to negotiate the terms of the hedge dervatives to match the terms of the underlying cash flows 1n order to maxirise hedge
effectiveness

At 31 December 2013, the Group had cash flow hedges in place against forecast monthly INR costs in 2014 and each year up to and induding 2019 These
forecast INR costs have been deterrmined on the basis of the underlying cash flows associated with the delivery of services under signed contracts which run
to 2019
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26 Fianaal instruments {continued)
The following table demonstrates the sensitivity to a reasonably possible change in the INR/GBP exchange rate, with all other variables held constant, of the
Group's profit before tax and the Group's equity due to changes in the far value of the Group's forward exchange contracts

Increase/ Effecton
{decrease) profit Effecton
nINR before tax equity
exchange rate fm Em
2013 (2 44)% - 34
2012 {6 00)% -~ 96

Hedges
Fair value hedges
The Group has in issue fixed rate dollar and sterling bonds which it has hedged through a combnation of interest rate and currency swaps

The Group had interest rate swaps i place with a notional amount of £1170m 2012 £1170m) whereby it receves a weighted average fixed rate of interest of
546% (2012 fixed rate of interest 5 46%) and pays variable rates based on 6-month GBP LIBOR The swap 1s being used to hedge the exposure to changes in
the fair value of £1170m (2012 £1170m) of the Group's bonds

The Group had in place currency swaps whereby it receives a fixed rate of interest and pays a vanable rate based on 6-month GBP LIBOR The currency swaps
are being used to hedge the exposure to changes in the fair value of £8677m (2012 £905 8m) of the Group's bonds, which have coupon rates ranging from
372%to651%

The currency swaps are bemng used to hedge the exposure to changes in the farr value of 1ts US dollar issued bonds The bonds, currency and interest rate swaps
have the same critical terms mcluding the amount and the date of maturity (see note 22)

The total loss in the year on the fair value hedges of £90 0m (2012 total loss £378m), excluding credit nisk, was equal to the gain on the hedged 1tems resulting
In no net gain or loss in the Income statement

The Group rmay, at its option, upon notice of not less than 30 days and not more than 60 days, repay at any time all or part of the notes at ne more than the
present value of future payments

Cash flow hedges
As noted above, the Group holds a senes of forward exchange currency contracts in the form of NDFs designated as hedges of highly probable forecast
transactions i INR of the Group’s Indian operations

2013 202

Assets Liabilrt Assets Liabilr
Forward exchange contracts £m * £er: £m > tsﬁ
Fair value - 302 - 225

The terms of the forward currency contracts have been negotrated to match the terms of the comrrutments

The cash flow hedges are in respect of highly probable forecast monthly costs, based on long term contracts that the Group has in place, denominated n INR
up to 2019 These were assessed to be highly effective as at 31 Decernber 2013 and a net unrealised loss of £30 2rn (20712 loss of £22 Sm) less deferred tax of
£6 0m (2012 £5 2rn) was recagnised in equity The net loss recogrised on cash flow hedges during the year was £10 3m (2012 net loss £11 3m) whilst net
losses of £2 6m (2012 gains of £1 2m) were reclassified to the income statement and included in administrative expenses The tax effect of the net movemnent
in cash flow hedges duning the year was a credit of £0 8m (2012 credit of £2 7m)}

Credit risk

The Group trades only with recogrised, creditworthy third parties [t 1s the Group’s policy that all clients who wish to trade on credit terms are subject to credit
venification procedures In addition, recevable balances are moritored on an ongoing basis with the resutt that the Group's exposure to bad debts 1s not
ssgnificant.

With respect to credit nisk artsing from the other financial assets of the Group, such as cash and cash equivalents, available-for-sale financial investrnents,
investment toan and certain 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 nisk and the Group takes all reasonable steps to seek assurance from the counterparties to
ensure that they can fulfil their obligations

The Group has a maximum exposure equal to the camying amount of the above receivables and instruments

The mark to market movernent on denvatives includes the extent to which the farr value of these instruments has been affected by the perceived change in the
creditworthiness of the counterparties to those instruments and that of the Group itself (own credit risk) The Group 1s comfortable that the nsk attached to
those counterparties 1s not significant and believes that the currency swaps continue to act as an effective hedge against the movements in the fair value of the
Group’s issued USS denominated bonds

Liquidity risk

The Group’s policy 1s to hold cash and undrawn committed facilities at a level sufficent to ensure that the Group has available funds to meet its medium term
capital and funding obligations, including organic growth and acquisition activittes, and to meet any unforeseen obligations and opporturities The Group holds
cash and undrawn committed faolities to enable the Group to manage its quidity nisk.

The Group monitors its risk to a shortage of funds using a daily cash management process Thus process considers the maturity of both the Group's financal
investments and financial assets {e g accounts recesvable, other financial assets) and projected cash flows from operations

The Group’s objective (s to maintain a balance between continuity of funding and flexibility through the use of multiple sources of funding ncluding bonds,
bark loans, term loans, loan notes, overdrafts and finance leases over a broad spread of matunities to 2021
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26 Financial instruments (continued)
The table below summarises the matunity profile of the Group's financial liabilities at 31 December 2013 based on contractual undiscounted payments

Within Between Between Between Between More than
At 31 December 2013 Y T m TR YR Y "
Overdraft 4530 - - - - - 4530
Unsecured loan notes 102 01 o1 - - - 104
Bonds 127 1054 1598 1386 1791 5828 1178.4
Interest on above bonds 608 601 523 446 376 533 3087
Term loan - 2000 - - - - 2000
Interest on above term debt 24 13 - - - - a7
Contingent consideration 94 183 75 - - - 352
Public sector subsidiary partnership payment - - - 94 94 470 658
Put options of non-controlling interests - - - - - 1606 1606
Cbligations under finance leases 49 52 50 22 - - 173
Currency swaps (92) (9.2) (5 6) {88) 77 55 (350)
Fixed rate interest rate swaps 57 108 142 168 125 14 74
Non-designated foreign exchange forward contracts 04 03 (01) (©2) {03) (06) {05)
Cash flow hedges 52 32 34 32 31 23 204

5555 3955 2366 2058 2337 8623 24894

Within Between Between Between Between More than
At 31 December 2012 Vom T TR TR el e =
Overdraft 4406 - - - - - 4406
Unsecured loan notes () 02 01 01 - - 05
Bonds 938 130 106 4 1630 1414 6980 12156
Interest on above bonds 611 590 583 503 426 839 3552
Term loan - 1850 - - - - 1850
Interest on above term debt 31 03 - - - - 34
Contingent consideration 212 32 24 - - - 268
Obligations under finance leases 11 08 05 03 - - 27
Currency swaps (o7} (07 7 (07) 26 - {02
Fixed rate interest rate swaps 90 nz mn7 08 120 208 760
Non-designated foreign exchange forward contracts 01 - - - - - 01
Cash flow hedges 18 18 08 13 1 21 90

6312 2743 1796 2251 1997 B048 23147

Master netting or similar agreements

The Group enters into derivative transactions under Intemational Swaps and Denvatives Asscaiation (ISDA) master netting agreements In general, under such
agreernents the amounts owed to each counterparty on a single day in respect of all transactions outstanding i the same currency are aggregated into a single
amount that is payable by 1 party to the other In certain crcumstances —e g when a credit event such as a default occurs, all outstanding transactions under
the agreement are terrminated, the termination value ts assessed and only a single net amount 15 payable in settlement of all transactions

The ISDA agreements do not meet the cntena for offsetting in the statement of financial position This 1§ because the Group does not have any currently
enforceable nght to offset recognised amounts, because the night to offset 15 enforceable only on the occurrence of future events such as a default on the bank
loans or other credit events

In addition, the Group’s banks have the nght to set off amounts owed to them under ISDA master netting agreements and loans against cash amounts held by
the relevant Group member wath that bank, but only in certain arcumstances —e g when a credit event such as a default occurs The Group also has notional
cash pools with its banks urder which the bank may net cash balances with overdrafts held by other members of the Group
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26 Finanaal struments (continued)

The following table sets out the camying amounts of recogmsed financial instruments that are subject to the above agreements

Gross and
netamounts

of finanaal Related
nstruments fnarwdal

At 31 December 2013 > Mo
Financial assets
Non-designated foreign exchange forward contracts 01 - 01
Currency swaps 1394 (60 8) 786
Interest rate swaps 77 (16) 61
Cash at bank 6108 (5275) 833
7580 (5899) 1681
Financial labilities
Cash flow hedges (302) 213 29)
Non-designated foreign exchange forward contracts {18) 17 (o1)
Currency swaps (135) 25 {10)
Fixed rate interest rate swaps (26 6) 266 -
Term loan (2000) 1000 (100 0)
Overdrafts {453 0) 4218 (31.2)
(7251) 5899 {135.2)
Gross and
net arnounts
of financial Related
wstruments. financial
inthe instrurnents
balance that are not
At 31 December 2012 e “Em
Financial assets
Currency swaps 2065 (1287) 768
Jnterest rate swaps 159 - 159
Cash at bank 7473 (4907) 2566
9697 {620 4) 3493
Financial babiles
Cash flow hedges (225) 225 -
Non-designated foreign exchange forward contracts (04 03 (o1
Cumency swaps (03) 03 -
Fixed rate interest rate swaps (529) 529 -
Term loan {185 0} 1038 (812)
Overdrafts (440 6) 4406 -
7017) 620 4 (813)
Capital management

The primary obective of the Group’s caprtal management is to ensure that it maintans 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 consclidated net interest expense

coverage ratio, the terms of which have been adhered to dunng the year

The Group manages its capital structure, and makes adustments to it, in the light of changes in econormic conditions To maintain or adjust the capital
structure, the Group may adjust the dnidend payment to shareholders, retum capital to shareholders or issue new shares No changes were made in the
objectives, policies or processes dunng the years ended 31 December 2013 and 31 Decernber 2012

The table below presents quantitative data for the cormponents the Group manages as capital.

2013 202

£m fm
Shareholders’ funds 8963 8781
Cash in hand (610 8) (7473)
Overdraft 4530 4406
Unsecured loan notes 104 0s
Obligations under finance leases 173 27
Bonds 1,2673 1,3701
Currency and interest rate swaps (1336} (2221)
At 31 Decermnber 18599 1,7226
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27 Issued share caprtal

Allotted, called up and fully paid B~ g Zem *
Ordinary shares of 2'sp each

At 1 January 668 4 6276 138 130
Issue of share capital 04 400 00 08
Issued on exercise of share options 10 08 - -
At 31 December 669 8 668 4 138 138

Dunng the year 10m (2012 0 8m) ordinary 2Y%sp shares with an aggregate nominal value of £20,160 (2012 £16,810) were issued under share option schemes
for a total consideration of £6 3m (2012 £4 8m)

InOctober 2013, the Company 1ssued O 4m ordinary shares as part of the acquisition of ParkingEye Limited for a consideration of £41m

2013 2012 2013 2
Treasury shares m m £m £m
Ordinary shares of 2Y.sp
At 1 January 134 142 03 03
Shares allotted in the year (23) (08) - -
At 31 December m 134 03 03

In 2013, the Group made no purchases of shares into Treasury and allotted 2 3m (2012 0 8my} shares with an aggregate norminal value of £47,468 (2012
£16,527) The total consideration received in respect of these shares was £76m (2012 £51m)

Employee benefit trust shares z‘”f. 201:.‘ zogi “Em
Ordinary shares of 2%sp

At 1 January 33 5 01 01
Shares allotted in the year {08) {18) - -
At 31 Decernber 25 33 01 01

The Group will use shares held in the employee benefit trust (EBT) n order to satisfy future requirements for shares under the Group's share option and lon,
term incentive plans During the year the EBT allotted 0 8m (2012 18m) ordinary 2%sp shares with an aggregate nominal value of £16,337 (2012 £37,056
to satisfy exercises under the Group's share option and long term incentive plans The total consideration received in respect of these shares was £2 8m
{2012 £11m)

The Group has an unexpired authority to repurchase up to 10% of its issued share capital,

28 Share based payment plans

The Group operates several share based payment plans The expense recogrised for share based payments in respect of employee services recetved during the
year to 31 December 2013 was £105m {2012 £91m), all of which arnises from equity-settled share based payment transactions Details of the schemes are

as follows

Deferred Annual Bonus Plan

This scheme 15 applicable to Executive Directors and Divisional Executive Directors Under this scheme awards are made annually consisting of Deferred Shares,
which are linked to the payout under the Annual Bonus Scheme (details of which are contained in the Directors’ remuneration report on pages 78 to 92) and
Matching Shares

The value of Deferred Shares is determined by the payout under the Annual Bonus Scheme half of the annual bonus s paid in cash and the remamder
1s compulsorily deferred on a gross basis into Deferred Shares Directors have the option to defer up to 100% of their annual bonus into Deferred Shares
The Deferred Shares are held for a period of 3 years from the date of award duning which they are not forfertable, except in the case of dismissal for
gross misconduct

A conditional award of Matchuing Shares 1s made at the same time as the award of Deferred Shares Participants will be eligible to recewve up to 2 Matching
Shares for every Deferred Share Prior to 2070 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) 1s equal to growth in the UK Retail Price Index (RP1) 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 Remuneration Commuttee, a sub-correrittee of the Group Board, from time to
time, subject to the new condition being no less demanding than the original condition

The vesting cond itions for matching awards made 1n 2070 were such that 33% of the Matching Shares will vest if growth in the Company’s eamings per share
{EPS) 1s equal to growth in the UK Retail Pnice Index (RP1} plus 4% per annum, nsing on a straight-line basis to 100% vesting If growth in the Company’s EPS
15 equal to or greater than growth in the RPI plus 14% per annum

The vesting conditions for matching awards made in 2011 were such that 33% of the Matching Shares will vest if growth n the Company’s eamings per share
{EPS) 1s equal to growth in the UK Retail Price Index (RP1} plus 4% per annum, nsing on a straight-line basis to 100% vesting if growth in the Company’s EPS is
equal to or greater than growth in the RPI plus 12% per annum

There were ne ssues under the Deferred Annual Bonus Plan in 2012

The vesting condittons for matchung awards made in 2013 were such that 33% of the Matching Shares will vest if growth in the Company’s eamings per share
(EPS) 15 equal to growth in the UK Retail Price Index (RPI) plus 4% per annum, nsing on a straight-line basis to 100% vesting if growth in the Company’s EPS
15 equal to or greater than growth in the RPI plus 12% per annum

Long Term incentive Plan (2008 LTIP)

The 2008 LTIP was approved and adopted at the AGM on 6 May 2008 The vesting of awards 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 pnce at the date of vesting 1s below the average share price at the date of grant.
This scheme 15 open to all senior employees and shares will vest according to performance cntena The number of shares which walt vest 1s dependent upon the
Company’s EPS growth exceeding RPI growth by 4% and on banding within the scheme
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28 Share based payment plans (continued)

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 weve 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 exercise 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 prices were £3 48 for the 2002 award and £4 74 for the 2004 award Thus feature ensured that partiopants only gained if the share price
outperformed the ndex Options became exercisable, over the performance period, subject to the growth in the Company’s EPS exceeding certam targets

As growth in the Company’s EPS over the 3 year period to 31 December 2006 exceeded RP) growth by 17 6%, 100% of the options vested (representing
1,200,000 shares per participant} and became exercisable on 25 Novernber 2007

The last award under the LTISAS was made in November 2004 and vested i full on 31 December 2006 and no further awards will be made under this plan
All shares in this plan have now been exercised

1997 Executive Share Option Scheme

This scheme 1s open to sentor employees other than Executive Directors and Divisional Executive Directors The exercise price of the options 1s equal to the
market price of the shares on the date of grant Options granted under this scherne 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 1s 7 years There are no cash
settlement altematives

Caprta Sharesave Scheme

Thus 1s an employee Save As You Eam scheme open to all Capita employees Under this scheme, employees are granted share options at the market price at
the date of grant. The options become exercisable for a 6 month peniod following completion of a 3 year savings period There are ne performance conditions
attached to these options

2011 Co-Investment Plan

The Co-Investment Plan was approved at the AGM on 10 May 2011 and prowides for a grant of three times the number of Cormnpany shares pledged by Chief
Executive Paul Pindar (the sole participant) before the end of 2011, up to @ maxamum limit of £1 0m 1n total market value of shares pledged The number of
matching shares vesting 1s determined on the basis of Total Shareholder Return (TSR} as compared to the increase in the TSR of the FTSE 100 over the 4-year
performance penod from the date of grant No shares will vest if over the performance penod the Company’s TSR 1s lower than the median, 33 33% wall vest
if 1t 15 equal to median and 100% will vest if ranked in the upper quartile when compared agaimst the FTSE 100 TSR Between median TSR and top quartile the
number of shares vesting will be on a straight-line basis in proportion to the positron achieved by the Company No plan shares will vest if the EPS of Capita plc
has not grown over the performance period

Dunng the year ended 31 December 2011 the total number of shares pledged was 137,362 with a market value of £1 Om The maamum miatching shares under
the plan amounted to 412,087 with a rmarket value of £4 3m at 31 December 2013

Following Paul Pindar’s retirement on 28 February 2014, awards outstanding under the Long Term Incentive Plans and the Co-Investment Plan at the date of his
retirement will continue until their matunty Such awards will vest subject to the existing performance conditions and will be pro rata reduced for the vesting
time penod post retirement. The Deferred Annual Bonus Plan matching award made in 2013 will lapse

The following table llustrates the number and weighted average exercise prices (WAEP) of, and movemenits in, share options during the year (excluding
Deferred Anrual Bonus Plan, LTISAS and 2008 LTIP, which are shown separately)

Share options (1957 Executive Share Option Scheme and Capita Sharesave Scheme)

2013 2013 2012 2012

Milbon WAEP rilion WAEP

Qutstanding as at 1January 44 £677 70 £668
Granted during the year - - - -
Exercised {(20) £664 f18) £636
Forferted (o1) £639 {o7) £694
Expired dunng the year (01) £690 (01) £694
Outstanding as at 31 December 22 £6 89 44 £677
Exercisable at 31 December 16 £554 19 £588

The weighted average remaining contractual ife of the above shares outstanding at 31 Decernber 2013 was 15 years (2012 2 3 years)

2008LTIP
2013 201 2012 2012
Million WAEP Milion WAEP
QOutstanding as at 1 January 73 - 66 -
Awarded duning the year 34 - E}! -
Exeraised (13) - (14) -
Forfeited (08) - {10} -
QOutstanding as at 31 December 86 - 73 -
Exeraisable at 31 December 06 - 02 -

The weighted average remaining contractual life of the above shares outstanding at 31 December 2013 was 15 years (2012 15 years)
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28 Share based payment plans (continued)

LTISAS
2013 2013 2012 2012
Million WAEP Million ‘WAEP
Qutstanding as at 1 January 06 £474 06 £474
Exercised (06) £474 - -
Qutstanding as at 31 December - - 06 £474
Exercisable at 31 Decernber - - 06 £474

There 1s no weighted average remaining contractual life of the above shares cutstanding at 31 Decemnber 2013 (2012 19 years)

The weighted average share price of options at the date of exercise 1n 2013 was £8 53 The options have been exercised on a regular basis throughout the year
and the weighted average share price dunng the year was £9 41 (2012 £706)

Under the LTISAS scherne 2 tranches of 600,000 share options were 1ssued to each participant in the scheme Both were deemed to have been granted in
November 2002 The first tranche, totalling 5,400,000 share options, was awarded and ssued in November 2002 when the share price was £216 The second
tranche, also totalling 5,400,000 share options, was awarded in Novemnber 2002 and issued in November 2004 when the share price was £3 51 Both tranches
of share options became exercisable on 25 Novernber 2007, with a weighted average exercise price of £411 All shares in this plan have now been exercised

The total cash value of the Deferred Shares awarded during the year under the Deferred Annual Bonus plan, discussed above, was £2 2m (2012 £nul) The
Matching Shares allocation inrespect of the 2012 awards under this plan charged in 2013 was £0 5m (2012 £nul)

The werghted average farr value of options granted/awarded during the year was £415 {2012 £4 03) The range of exerase prices for all opttons outstanding at
the end of the year was £3 62 to £716 (2012 £2 60to £725)

The fair value of equity-settled share options granted is estimated as at the date of grant using a multiple smulation eption pneing valuation model, taking 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 December 2013 and 31 December 2012

2013 2012
Dividend yield (%) 293 298
Expected share price volatility (%) 2300 2100
Floor price for LTIP {applicable to LTIP 08} £824 £718
Risk free interest rate (%) 050 050
Expected lfe of option (years) 300 300

Weighted average share price of options granted duning the year - -

The expected Life of the options 1s based on histonical data and 1s not necessanly indicative of exercise pattems that may occur The expected volatility reflects
the assumption that the histoncal volatility 15 indicative of future trends, which may also not necessarily be the actual outcome In addition, within the 2008
LTIP 1s an average share price floor under which the share award will not vest This floor is based on the Company’s average share price at the date of vesting
No other features of options grant were incorporated into the measurement of fair value

29 Addrtional cash flow information
Reconaliation of net cash flow to movement in net funds/{debt)

Net debtat Acquistbions Net debt at
1 Jarwary 2013 Cashflow  Non-cashflow 31December

2013 (excl. cash} movements movements 2013

£m fm £m £m £m

Cash, cash equivalents and overdrafts 3067 - (148 8) {01) 1578
Loan notes {(05) - 01 (10 0) (104)
Bonds' (1,3701) - 131 897 {1,2673)
Currency swaps i relation to US$ denominated bonds' 2062 - - (803) 1259
Interest rate swaps in relation to GBP denommated bonds' 159 - - (82) 77
Long term debt - (142) 142 - -
Terrn loan (1850) - 1850 - -
New Term loan - - (200 0) - {2000)
Finance leases 27) (25 4) 108 - (173)
Underlying net debt {1,029 5) (396} (125 6) (89) (1,203 6)
Fixed rate interest rate swaps (529) - - 263 (26 6)
(1,082 4) (35 6) (1256) 174 (12302)

1The sum of these items held at farr value equates to the underlying value of the Group's bond debt of £1,133 7m (2012 £1,148 Om)

The aggregate bond fair value above of £1,2673m (2012 £1,3701m) {disclosed in note 22 - Financial Liabilties) includes the GBP value of the USS denominated
bonds at 31 December 2013 To remove the Group's exposure to currency fluctuations it has entered into currency swaps which effectively hedge the
movement in the underlying bond fair value The interest rate swap 15 being used to hedge the exposure to changes in the fair value of GBP denominated bonds

The combined farr value of the interest and currency swaps, of £133 6m (2012 £2211m), 1s disclosed in note 16 — Financial assets, and in note 22 ~ Financial
liabilities
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29 Addrtional cash flow information {continued)

Netdebt at Acquisttons
1jarwary n 2012 Cash flow Non-cash flow Net debt at
2012 {excd. cash) mavements movements 31 Decenber 2012
£m £m £m £m £m
Cash, cash equivalents and overdrafts 624 - 2450 (07 3067
Loan notes (23) - 23 (05) (05)
Bonds' (14322) - 247 374 (1,3707)
Revotving credit facility (1761) - 1780 (19) -
Currency swaps In relation to US$ denorminated bonds' 242 4 - - (362) 2062
Interest rate swaps n relation to GBP denominated bonds' 135 - - 24 159
Long term debt - {571) 5N - -
Term loan - - (1850) - (1850)
Finance leases (31 - 17 (13) (27}
Undertying net debt (1,295 4) (571) 3238 (08) (1,0295)
Fixed rate interest rate swaps (447) - - (82) (529)
(13407} (571) 3238 @0 {1,082 4}

1The surn of these iterms held at fair value equates to the underlying value of the Group's bond debt of £1,133 7m (2012 £1,148 0m)

30 Capital commitments

At 31 December 2013, amounts contracted for but not provided in the finanaal statements for the acquisition of property, plant and equipment amounted
to £nl (2012 £01m)

|
31 Contingent biabilities |
The Group has provided, through the normal course of its business, performance bonds and bank guarantees of £88 4m (2012 £58 2m) !

32 Employee benefits
The Group operates both defined benefit and defined contribution pension schemes .

The pension charge for the defined contribution pension schemes for the year 1s £62 7m (2012 £44 7m)

In 2013 there was 1 main defined benefit pension scheme where the Group 1s the sole employing sponsor The Capita Pension and Life Assurance Scheme
{Capita scheme) Grouped together under 'Other schemes’ are smmaller arangerments two further schemes where the Group 1s the sole employing sponsor
which transferred to the Group as a result of the acquisitions of Northgate Managed Services Limited and (Qor UK dunng 2013, an allocated sectionof a

local governiment pension scheme where the Group 1s the employing sponsor; a segregated sectton of a mult-emptloyer scherne in which the Group 1s a
participating employer, a segregated section in an industry wide scherne, and several schemes to which the Group makes contributions under Admitted Body
status to our chients’ defined benefit pension schemes in respect of certain TUPE employees For the Admitted Body schemes, the Group wall only participate in
the schemes for a finite penod up to the end of the contract with the client

These pension schemes are HMRC registered pension schemes and are subject to standard UK pensions and tax law Detarls of the benefits prowided by the
schemes are set out in each schemes’ documentation

For those schemes to which the Group makes contributions under Admitted Body status (which are all part of the Local Governiment Pension Scherme) and the
allocated section of a local government pensien scheme, responsibility for the governance of the schemes lies with boards which operate under a framework of
corporate govemance and are responsible for following the relevant statutory regulations

For the other schemes, responsibility for the governance of the schemes lies with the trustees of the scheme and the nature of the relationship between the
Group and the trustees is govemed by regulations The appointrment of trustees is determined by the trust documentation

The assets of the schemes are held in separate funds (administered by the trustees of the scheme or on behalf of the board in the case of the local government
pension schemes) to meet long term pension liabilities to beneficianes

The trustees or boards {as appropriate) of the schemes invest the assets In line with the Statement of Investment Pnncples

The Statement of Investment Principles has been established after taking into consideration the liabilities of the scheres and the investrnent risk that the
trustees or boards (as appropnate} are willing to accept — for those schemes governed by trustees the Group will have been consulted before the Staternent
of Investment Prnaples was formally adopted

For the non-local govemment pension schemes the scheme funding regime introduced by the Pensions Act 2004 required trustees to carry out regular funding
assessrnents of the schemes and establish schedules of contnbutions and recovery plans when there is a shortfall in the schemes The recovery plans detail

the amount and timing of the contnbutions required to eliminate the shortfall n the schemes Funding assessments are camed out at least every 3 years
Approximate funding updates are produced at each scheme annversary, when a full scheme funding assessment 1s not being undertaken

At each scherme funding assessment the present value of the contnbutions detarled in the current recovery plans 1s compared with any shortfall revealed
Where the contnbutions under the current recovery plans are no longer expected (by the end of penods specified in the recovery plans) to be sufficrent

to remove the shortfall, new recovery plans will need to be agreed between the trustees and the Group Options include mcreasing contnbutions due from
the Group, extending the recovery penods with additional contributions paid after the expiry of current recovery penods or some combination of the 2
The affordability to the Group of any increase in contnbutions 1s @ primary consideration i the agreement of any new recovery plan

Where the contnbutions are more than sufficent to remove the shortfall by the end of the recovery peniod, options include reducing contnbutions due, keeping
the recavery penod the same, or shorterung the recovery period

The most recent funding assessment of the Capita scheme was camied out as at 6 April 2011 and the level of funding disclosed was such that no recovery plan
was required The next scheme funding assessment will be carned out with an effectrve date of 6 Aprt 2014
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32 Employee benefits (continued)
For the other non-local government pension schemes, the latest formal valuations for each scheme were camied out between 31 December 2009 and
31October 2010

For the local govemment pension schemes there 1s a similar funding regime which 1s set out In the Local Covernment Pension Scherme (Administration)
Regulations 2008 For the Admitted Body schemes, the Group will enly participate n the schemes for a finite peried up to the end of the contracts
The Group 1s required to pay regular contnbutions as decided by the respective Scheme Actuary and as detalled in each scheme’s Schedule of Contributions

In addition, the Group will be required to pay some or all of any deficit {as deterrnined by the respective Scheme Actuary) that is remaining at the end of the
contract. In respect of this the Group 15 carrying a sufficient level of prowsion in these financial staterents

Dunng 2011 the contract with Cumbna County Counall came to an end and the assets and pension obligations relating to the particrpants were transferred
back to the Councl The respective Scheme Actuary detenmined that an additional payment was due and, as requested, the Group made a provisional payment
of £10m to cover the estimated exit debt. Bunng 2012 the final exit debt amount of arca £9 2m was notified to Capita and the overpayment refunded

to Capita

During 2012 the contract with Torfaen County Borough Council came to anend This may result in an exit debt payment. Capita continues to be n discussion
with Creater Gwent (Torfaen) Pension Fund regarding the amount of any exit debt that may be payable

These defined benefit pension schemes expose the Group to actuanal nsks, such as longewity risk, interest rate risk, salary nsk, market (investment) nisk and
currency fisk.

Further to a funding ptan agreed with the Capita Scheme's Trustees in 2012, the Croup established the Capita Scotland {Pension) Limited Partnership (the
Partnership) with the Capita Scheme Under this amangement intellectual property nghts (IPR) in speaific Group software was transferred to the partnership
and the rights to use, develop and explort this IPR was licensed back to the Group i return for an annual fee The Capita Scheme’s interest in the Partnership
entitles it to an annual distnbution of £8m for 15 years

The Group’s interest in the Partnership is fully consolidated into these Group financial statements The Group has taken advantage of the exemption conferred
by Regutation 7 of the Partnerships (Accounts) Regulations 2008 and has, therefore, not appended the accounts of this qualifying partniership to these financial
statements Separate accounts for the partnership are not required to be, and have not been, filed at Compantes House

Under |AS 19 {Rewvised) the interest in the Partnership does not represent a plan asset for Group reporting purposes and therefore the Capita Scheme’s deficit
position presented 1n these accounts does not reflect the Capita Scheme's interest in the Partnership Accordingly, distnbutions from the Partnership to the
Capita Scheme are reflected in these Group accounts as pension contnbutions to the Capita Scheme on a cash basis as paid The assets and liabrlities of the
defined benefit pension schemes (excluding additional voluntary contnbutions) as at 31 December are

Caprta Qther Group

At 31 December 2013 R = s
Scheme assets at fair value
Equities
-UK 778 160 938
—Overseas 1768 444 2212
- Private - 19 19

2546 623 3169
Debt secunties
- UK Governrrent 381 425 806
—-UK Corporate 417 69 486
~QOverseas Government 154 03 157
-Overseas Corporate 916 21 937
—Emerging Markets 246 o2 248
- Private Debt' 52 - 52
—Secured Loans - 88 88

2166 608 2774
Property 505 54 559
Target Retum - 04 04
Infrastructure - 11 "
Credit Funds - 24 24
Asset Backed Secunties 12 - 12
Hedge Funds 1237 319 1556
Insurance Contracts' 29 - 29
Cash 267 58 325
Other - 19 19

2050 489 2539
Total 6762 1720 8482
Present value of scheme liabilities {764 3) (202 3) (966 6)
Net babtlity (881) (303) (118 4)

'The assets of the scherres are all quoted with the exception of the private debt holdings and insurance contracts in the Capita scheme
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32 Employee benefits (continued)

Capita Other Group
At 31 December 2012 e e ‘G
Scheme assets at farr value
Equities/hedge funds/absolute retums 4073 366 4439
Bonds M 151 1262
Property/US High Yeeld 925 47 972
Insurance contracts 62 - 62
Cash/other - 17 17
Total &7 581 6752
Present value of scheme babilihes {7074) (75 9) (783 3)
Net Liability (903) (178) (1081)

There are no amounts included in the pension schemes’ plan assets for the Group's own financial Instruments, properties or other assets used by the Group

The following table shows a reconciliation from the opening balances to the closing balances for the net defined benefit Lability and its components

Crouptotal
Defined benefit obligation Fair value of plan assets Net defined Labilrty
2013 2012 2013 012 2013 2012
Restated Restated Restated
£m £m £m £m £m £m
Balance at 1 january 7833 6641 {675 2) {578 4) 1081 857
Included in the income statemertt
Current service cost 252 238 - - 252 238
Administration costs 26 24 - - 26 24
Past service cost including curtailments 03 (38) - - 03 (38)
Settlements - (02) - - - {02
Interest cost/{income) 393 320 (34 6) (28 4) 47 36
Sub-total in Income statement 674 542 (34 6) (28 4) 328 258
Included in other comprehensive mcome
Remeasurements loss/{gain)
Actuanal loss/{gain) ansing from
—demographic assumptions - (42 - - - 42
—financial assumptions 335 537 - - 335 537
- experience adjustments (98) - - - (98) -
- changes in asset celing/minimurm lability (25) - - - {25) -
Return on plan assets excluding interest - - (321) 297) (321) (297)
Sub-total in other comprehensive income 212 495 (321) (297} (109) 198
Employer contnbutions - - (259) (241) (259) (241}
Contributrors by employees 04 05 {0 4) (©5) - -
Benefits paid (2186} (186) 216 186 - -
Contract bulk transfers/business combinations 159 336 (1016) (327) 143 09
Balance at 31 December 966 6 7833 (8482) (6752) 1184 1081

The defined benefit obligation comprises £966 6m (2012 £783 3m) anising from schemnes that are wholly or partly funded
Of the total pension cost of £32 8m (2012 £25 B), £231m (2012 £178m) was included n cost of sales, £50m (2012 £4 4m) was included in administrative

expenses, and £4 7m In finance costs (2012 £3 6m)
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32 Employee benefits (continued)
Caprta scheme
Defined benefit cbligabon Farr value of plan assets Net defined Lability
2013 2012 2013 2012 2013 2002
Restated Restated Restated
£m £m £m £m £m £m
Balance at 1 january 7074 5603 (6171) {499 9) 903 604
Included in the mcome statement.
Current serace cost 24 230 - - 241 230
Adrministration cost 24 23 - - 24 23
Past service cost Including curtalments 03 12 - - 03 12
Settlements - - - - - -
Interest cost/{income) 315 277 (278) (24 9) 37 28
Sub-total m income statement 583 542 (278) {24 9) 305 293
Included in other comprehensive Income
Remneasurements loss/{gain)
Actuanal loss/(gain) ansing from
- dermographic assumptions - (42) - - - 42)
—financial assumptions 257 508 - - 257 508
— expenence adjustments (98) - - - (98) -
Retum on plan assets excluding interest - - {28 5) (272) (28 5) [272)
Sub-total in other comprehensive income 159 466 {285) (272) {12 6) 194
Employer contributions - (207) {(209) (201) (209)
Contributions by employees 02 02 (02) (02) - -
Benefits paid (176) (165) 176 165 - -
Contract butk transfers/business combinations 01 626 (01) {60 5} - 21
Balance at 31 December 7643 7074 (676.2) (617) 881 903
Other schemes
Defined benefit obligation Fair value of plan assets Net defined bability
2013 2612 2013 2012 2013 2012
Restated Restated Restated
£m Em £m £m £m £m
Balance at 1January 759 1038 (581) (785) 178 253
Included in the income statement
Current service cost " o8 - - 1 08
Adrministration cost 02 a1 - - 02 01
Past service cost Including curtailment - (50) - - - (50)
Settlements - (02) - - - (02)
Interest cost/(income) 78 43 (68) (35) 10 08
Sub-total in income statement 91 00 (68) (35) 23 (35)
Included in other comprehensive iIncome
Remeasurements loss/(gan)
Actuarial toss/{gain) ansing from
- demographic assumptions - - - - - -
- finanaal assumptions 78 29 - - 78 29
— expenence adjustments - - - - - -
- changes in asset celing/rrimimum bability {25} - - - {25) -
Return on plan assets excluding interest - - (3 6) (25) (36) (25}
Sub-total in other comprehensive Income 53 29 (36} (25) 17 04
Employer contributions - - (5 8) (32) (58) (32)
Contributions by ernployees 02 03 (0.2) (03) - -
Benefits paid (4 0) 21) 40 21 - -
Contract bulk transfers/business combinations 1158 {29 0) (1015} 278 143 (12)
Balance at 31 Decemnber 2023 759 (1720} (581) 303 178
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32 Employee benefits (continued)
Information about the Defined benefit obligation for the Capita Scheme

Praportion of
overall babibity Duration
% {years)
Active members 160 250
Deferred members 500 250
Pensicners 340 140
Total 1000 213

Pension contributions are determined based on the advice of Independent qualified actuanies A formal valuation of the Capita schemie was carned out as at
6 Apnl 2011 For the other schemnes, the latest formal valuations were carried out as at either 31 December 2009 or 31 March 2010 The SIPS scherme was
merged into the Capita scherne on 1 Apnl 2012 The valuations for the other schemes are updated by qualified actuaries at each balance sheet date Scheme
assets are stated at ther market valuations at each respective balance sheet date

Caprta scheme Other schernes
2013 2012 2013 2012
Main assumptions % % % %
Rate of price nflation — RPI/CP) 33/23 29/20 33/23 29/20
Rate of satary increase 33 39 33 39
Rate of ncrease of pensions in payment'
- RPlinflation capped at 5% pa 32 29 32 29
—RPlinflation capped at 2 5% pa 22 21 22 21
- CPlinflation capped at 5% pa 23 21 23 21
- CPhinflation capped at 2 5% pa 18 17 18 17
Discount rate 45 45 45 45
CARE active revaluation {inflabon capped at 3 5% pa} 28 26 28 26
Expected take up maximum available tax free cash 850 850 850 850’

The average future Ufe expectancy from age 65 (in years) for mortality tables used to determine scheme Liabtlities for the vanous different schermes at
31 Decernber 2013 and 31 December 2012 are as follows

Member currently aged 65 {curvent bife expectancy) Member currently aged 45 (Lfe expectancy at 65)

Male Femnale Male Female

2013 2012 2013 2012 2013 2012 2073 2012

Capita scheme 241 240 246 245 240 240 253 252
Other schermes’ 22310228 222 242to251 244 23610258 235 260to0270 259

1There are other levels of pension increase which apply to particular penods of membershi
2This does not apply to the Admitted Body Schemes where no allowance for the extended limits s taken
3This does not apply to the Admutted Body Schermes.

Sensrtivity Analysis
The table below shows how the value of the defined benefit obligations would change if the assumptions were changed as shown {assuming all other
assumptions remain constant)

Caprta Other
Change in assumptions compared with 31 December 2013 actuanal assumptions mﬁ mfﬁ
01% increase in discount rate (150) (30)
01% change in salary increases 10 -
01% change in nflation (and related assumptions) 120 20
1 year increase In life expectancy 200 50

The total employer contributions to the defined benefit pension schemes in 2014 are estmated to be £19m in respect of the Capita scherne and £6m in
respect of the ‘Other’ schernes
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33 Related party transactions
Compensation of key management personnel
2013 2012
£m £m
Short term employment benefits a 76
Pension 0z 01
Share based payments 60 36
143 113

Gains on share options exercised in the year by Capita plc executive directors were £5 2m (2012 £2 6m) and by key management personnel £11m
(2012 £2 Om), totalling £6 3m (2012 £4 6m

The following companies are substantial shareholders n the Companry and therefore a related party of the Company (in each case, for the purposes of the
Listing Rules of the UK Listing Authonity) The number of shares held on 20 February 2014 was as below

Shareholder No.ofshares % of vobngrights
BlackRock Inc 36,153,457 549
Invesco Limiteg 131,356,538 1993
Legal & General Group Plc 19,818,538 30

Veritas Asset Management (UK} Limited 42,647,140 6 47
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Statement of Directors’ responsibility

The Directors confirm that, to the best of their knowledge

a) the consolidated financial statements m this report, which have been prepared in accordance with Intemational Financial Reporting Standards (IFRS) as
adopted by the European Union, IFRIC interpretations and those parts of the Companies Act 2006 applicable to cormpanies reporting under IFRS, give a true
and fair view of the assets, babilities, financial position and profit of the Group taken as a whole,

b) the parent cormpany financial statements in this report, which have been prepared in accordance with United Kingdom Accounting Standards (UK CAAP)
and applicable law, give a true and fair view of the assets, Liabilities, financial position and profit of the Company, and

c} 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 description of the principal nsks and uncertainties that they face

By order of the Board
]
Prai P Reg \A

PR M Pindar e G M Hurst
Chief Executive Group Finance Director

26 February 2014
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Independent Auditor’s report to the members
of Capita plc only

Opinions and conclusions ansing from our audit

1 Our opimon on the financial statements 1s unmodified
We have audited the financial statements of Capita plc for the year ended 31 Decernber 2013 set out on pages 94 t0 135 and 141t 147 In our opiruon

* thefinancial statements give a true and fairview of the state of the Group’s and of the parent Company's affairs as at 31 Decernber 2013 and of the Group’s
profit for the year then ended,

o the Group financial statements have been properly prepared in accordance with Intemational Financial Reporting Standards as adopted by the European
Uruon,

* the parent Company financial statements have been properly prepared in accordance with UK Accounting Standards, and

» thefinancial statements have been prepared in accordance with the requiremnents of the Companies Act 2006, and, as regards the Group financial
staternents, Article 4 of the IAS Regulation

2 Our assessment of nsks of matenal misstatement
In arrving at our audit opinson above on the financial statements, the nsks of material misstatement that had the greatest effect on our audrt were as follows

2 1 Accounting for major contracts
Refer to page 68 (Audit Comrmuttee Report), and page 99 {accounting policy notes 2(e) and 2(f)}

The nsk

The majority of the Group's revenue 1s service revenue, sometimes denived from contracts which have separately identfiable components Some of these
components may require long term contract accounting principles to be applied

We consider accounting for major contracts a significant audit nisk as a result of the following, all of which can affect the contract revenue and profit
recogrised

¢ the quantum of revenue derived from these contracts,

* the judgement In Interpreting some contract terms and conditions,

¢ the judgement involved (n estimating the fulfilment of contract obligations, and
¢ the potential for disputes over contract assets and Liabilities

Revenue and profit from service contracts are recognised as the Group delivers the services Under long term contract accounting, the Group recognises
revenue and profit by reference to the stage of completion, which s derived from the costs incurred to date and an estimate of the expected costs of
completing the contract obligations, and this mvolves judgement

As aresult of applying contract accounting, the Group also recognises contract assets and liabilities as appropriate These include amounits earmed and not yet
billed, or amounts capitalised as direct incremental contract costs prior to service commencement There 15 a risk that these assets are not recoverable Where
total contract costs are expected to exceed total contract revenues, the Group must also immediately recogruse the full estimated contract loss through the
Income staterment, and raise the appropriate contract lability

Qur response

Our audit procedures included, among others, selecting contracts based on quantitative factors (for example, those with the greatest impact on the Group's
financsal results, or with the largest contract assets recogmised) and qualitatve factors (for example, new contracts entered into during the financial year or
where the payment profile may not reflect the timing of revenue recognition} For each of those contracts

» we tested controls over the mornitoring of contract performanice and costs Controls include the review of contracts’ performance by the Group's Executive
Board of Directors through the monthly Management Operations Business reviews, where the dwisional financial director and divisional managing drector
of each division presents details of performance and business devetoprments to the Group’s Executive Board Directors,

* we abtained, through interview of key contract finance and operational personnel, an understanding of the contract and corroborated this with reference to
the contract terms,

« 1f the contract was new in the year, we evaluated, by reference to the relevant accounting standards and inspection of contract terms, the contract
accounting applied by the Group,

= if the contract existed in prior financial years, but was subject to significant changes in the current financial year, we assessed whether the accounting
treatment remained appropnate,

= we assessed whether the amounts recogrused in the financial statements, particularly where the Group made estimates or applied judgement relating to
contract assets and Labilities, represented a supported view of the contract position We assessed the estmates over these amounts with reference to
relevant accounting standards and inspection of contract terms We analysed correspondence with customers and other parties, and considered whether
this information was consistent with the judgements made by the Group

2 2 Acquisttion accounting (total fair value to Group recogmised on acquisition, £356 6million)
Refer to page 69 (Audit Committee Report), page 101 (accounting pelicy note 2())) and pages 114 to 116 (financial disclosures in note 17)

The nsk

During the year the Group acquired businesses for a total consideration of £356 6mullion Under the requirements of the relevant accounting standards, the
Group has assessed the fair value of the identifiable assets and babilities acquired in these transactions Judgernent 1s required over the fair value of these assets
and liabilities acquired and an inappropriate Judgement, error or omssion i the calculation may lead to a misstatement in the balance of goodwilt, which,
unlike intangible assets acquired, I1s not amortised

We consider these estimates to be significant audit nisks because of the impact the acquisitions have on the finanaal statements, and the inherent judgement
involved in estimating the farr value of the assets and liabilities acquired Addionally, if the Group adjusts farr values in subsequent penods, this can affect the
Income staterment in those penods, and consequently acquisition accounting can impact eamings over the long term
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Independent Audrtor’s report to the members
of Capita plc only

2 2 Acquistion accounting (total fair value to Group recognised on acquisibion, £356 6millron} (continued)
Qur response

Our audrt procedures inctuded, among others, considenng a selection of acquisitions made during the year based on quantitative and qualitative factors The
sample selected ncluded those acquisitions with the greatest impact on the Group's financial results, and those contaning the greatest degree of judgement
For each of these acquisitions

= we challenged the key assumptions and methodologres used by the Group to identify the identifiable assets and liabilities acquired and determine their fair
values We discussed these with the Group and cormoborated the explanations provided by comparing these assumptions to market data, our past
experience of similar transactions, and the Group's business plan supporting the acquisition,

» where available, we compared the amounts recognised to supporting external docurmentation or correspondence,

* we considered the appropriateness of the accounting for significant far value adjustments in subsequent periods with reference to the acquisition
accounting standard, and considered the presentation and disctosure of material adjustrnents in the financial statements, and

= we have considered the adequacy of the disclosure of acquisitions in the accounts

2 3 Carrying value of intangible assets and goodwall (£2,330 7muillion)
Refer to page 69 {Audit Commuittee Report), page 107 (accounting policy note 2{k}) and pages 112 to 113 (financial disctosures innote 14 and 15)

The nsk
The iIndvidual assets included n ntangible assets and goodwill would be impaired where their recoverable amount has fallen below their camying value

We consider the impairment of intangible assets and goodwill to be a significant audst nsk because of the Inherent uncertainty involved in forecasting and
discounting future cash flows, which are the basis of the assessment of recaverability

Our response

Our audit procedures included, among others, obtaining the Group’s discounted cash flow model that tests the camying value of the relevant CGUs including
associated intangble assets and goodwill, and we

compared the total amount of discounted cash flows as per the Group’s calculations to the Group's market capitalisation

tested the ntegrity of the Group's discounted cash flow model,

assessed the appropriateness of any changes in the compaosition of cash generating uruts with reference to our understanding of the business,

evaluated the cash flows used in the model compared to the output of the Group's budgeting process and against the understanding we obtained about the

business areas through our audit, and deterrmined if these cash flows were reasonable,

= used external data and our own assessments using our own intemnal valuation specialists to evaluate the key Inputs and assumptions for growth and
discount rates,

= performed sensitmvty and break-even analysis for these key inputs and assumptions, and identified those ¢ash generating units we consider most sensitive to
imparment, and

= assessed the Group's disclosures about the sensitmity of the outcome of therr assessrent to ensura that these disclosures reflected the nisks identified In

particular, for the Group's Insurance and Benefits Services cash generating unit, we have considered the disclosure provided

L B

2 4 Treatment of disposal and planned closure of businesses (loss on disposal, £82 Tmitlion, operating loss, £64 6million)
Refer to page 69 (Audit Committee Report}, pages 98 and 102 (accounting policy note 2(¢) and 2(q)) and page 105 {financial disclosures in note 4)

The nsk

In the year, the Group disposed of its Insurance distnbution businesses and announced the planned ¢losure of its Self Invested Pensions adminstration business
(hereafter, “the events”) The Group has elected to present the loss of £82 Imuillion ansing from these events and the operating loss of £64 6million from these
businesses in a separate non-underlying "business dispasal/closure” column on the face of the ncome statement

We consider the treatment in the financial statements of these events a significant audit nsk because of the judgerment required in calculating some of the
amounts included in the loss on disposal Accurate and complete identification of the assets disposed of or wntten down, and recogmising related liabilities
triggered by the events, 1s necessary

The impact of excluding current year trading tosses from "underlying” results requires that only those trading operating losses directly relating to these
businesses should be separately presented in the non-undertying “business disposal/closure” column so as not to distort the view of the Group’s undertying
performance when adjusted for trading operating losses relating to these businesses

Our response

We selected amounts presented in the non-underlying "bustness disposal/closure” colurmn based on quantitative and qualitative factors (such as provisions
miade n respect of disposal and closure costs, and assets and liabilitres disposed of or wnitten down, and the operating losses from these businesses) For the
items selected, we performed the following procedures, among others

» assessed whether costs and losses provided for have been recogrised in accordance with accounting standards by challenging the basis for recognising these
costs and losses,

= assessed whether assets written down specifically relate to the disposed of and closing businesses and cannot be redeployed,

» agsessed whether items are categonsed appropriately across trading and non-trading, and

= considered the adequacy of the disclosures made in respect of the events
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3 Our application of matenalsty and an overview of the scope of our audit

The materiality for the Group financial statements as a whole was set at £15 Omullion This has been determined with reference to a benchmark of Group profit
before taxation, which we consider to be one of the principal considerations for rnembers of the Company in assessing the financial performance of the Group
Matenality represents 70% of Group profit before tax and 5 0% of Group profit before tax adjusted for the loss on business disposal/closure as presented on
the face of the Income statement

We agreed with the audit committee to report to it all indnadual uncorracted misstatements we identified through our audit wath a profit impact in excess of
£0 75million and a balance sheet impact in excess of £11 3million, n addition to other audit misstatements below that threshold that we believe warranted
reporting on qualitative grounds

Audits for Group reporting purposes were performed by component auditors at two key reporting components in the United Kingdomn and Guemsey and by
the Group audit team at 22 key components in the United Kingdom These Group procedures covered approximately 80% of total Group revenue, 85% of
Group profit before taxation, and 96% of total Group assets

The audits were performed to the local mateniality levels set indndually for each component and agreed with the group team, unless this exceeded matenality
for the group financial statements as a whole, in which case the matenality level was set at 95% of materiality for the group financial statements as a whole
As such, matenality for these audits ranged from £0 3rmullion to £14 25mullion

Detailed audit nstructions were sent to the component auditors These instructions covered the significant audit areas that should be cavered by these audits
(which included the relevant risks of material misstatement detailed above) and set out the information required to be reported back to the Group audit team
Telephone meetings were also held with the auditors at all locations

4 Our opimon on other matters prescribed by the Companies Act 2006 1s unmodified
tn our opinion

o the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the Companses Act 2006,
¢ theinformation given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements are prepared is consistent
with the financial statements

5 We have nothing to report in respect of the matters on which we are required to report by exception

Under 1SAs (UK and Ireland) we are required to report to you if, based on the knowledge we acquired during our audit, we have identified other information
in the annual report that contains a matenal inconsistency with either that knowledge or the financial statements, a matenal misstaternent of fact, or that 15
otherwise rmisleading

In particular, we are required to report to you if

» we have identified material inconsistencies between the knowledge we acquired during our audit and the directors’ staternent that they consider that the
annual report and financial statements taken as a whole 1s far, balanced and understandable and provides the information necessary for shareholders to
assess the Group's performance, business model and strategy, or

» the Audit Committee Report does not appropriately address matters communicated by us to the audit commuittee

Under the Comparues Act 2006 we are required to report to you If, in our opion

» adequate accounting records have not been kept by the parent Company, or retumns adequate for our audit have not been received from branches not
visited by us, or

* the parent Company finanoal staterments and the part of the Directors” Remuneration Report to be audited are not in agreement with the accounting
records and retums, or

» certain disclosures of directors’ remuneration specified by law are not made, or

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

Under the Listing Rules we are required to review

¢ the directors’ statement, set out on page 74, In relaton to gong concern, and
« the part of the Corporate Govemance Statement on pages 63 relating to the Cornpany’s compliance with the mine prowistons of the 2010 UK Corporate
Governance Code speafied for our review

We have nothing to report in respect of the above responsibilities
Scope of report and responsibilities

As explained more fully in the Directors’ Responsibilities Statermment set out on page 77, the directors are responsible for the preparation of the financial
staternents and for being satisfied that they give a true and far view A description of the scope of an audit of financial statements 1s provided on the Financial
Reporting Counail’s website at www frc org uk/auditscopeukprivate This report 1s made solely to the Company’s members as a body and 1s subject to
important explanations and disclarmers regarding our responsibilities, published on our website at www kpmg com/uk/auditscopeukco2013a, which are
ncorporated into this report as If set out i full and should be read to provide an understanding of the purpose of this report, the work we have undertaken
and the basis of our opinions

£ MYl

Sean McCallion (Senior Statutory Auditor)

for and on behalf of KPMG Audit Pic, Statutory Auditor
Chartered Accountants

15 Canada Square

London, E14 SGL

26 February 2014
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L
Five year summary
for the year ended 31 December 2013
Restated Restated Restated Restated
Group balance sheet e o “em “tm i
Non-current assets 2,9945 26053 25187 2,016 15702
Current assets 16076 17106 10188 8487 8019
4,6021 43159 3,5375 28603 2,3721
Liabilies (35909)  (33592)  (29497)  (23072) {1,8579)
Provision for liabiliies and charges {114 9) (78 ) (637} (576) {480)
8963 8781 5241 4955 4662
Caprtal and reserves 8963 8781 5241 4855 4662
Group mcome statement
Turnover 3,8362 33518 29302 27440 26868
Underlying operating profit 5169 4667 4170 3864 3524
Other income/(expense} - - {02 09 02
Net interest payable (419) {497) (402) (316) {309)
Underlying profit before taxation 4750 4170 3766 3557 3217
Intangible amortisaticn (122 2) (953 (677) (413} (281)
Arch cru costs 17 - - - (300)
Professional fees and stamp duty on acquisitions (143) (103) {154) (65) -
Goodwill mpairment net of contingent consideration movements n (102 n2 - -
Impairment of Optima investment loan - (150) - - -
Business disposal/closure costs (64 6) - - - -
Financial instruments — mark to market 251 (87 )] (66) N
Loss on business disposal (821) - - - (75
Dervatives credit risk — mark to market 15 39 (33 - (25)
Taxation (431) (520) (627) (725) (682)
Profit after taxation 1719 2294 2316 2288 1865
Basic earmings per share — undertying 59 40p 5212p 4744p 43 97p 3836p
Basic earmings per share - after non-underlying 2705p 3604p 3811p 3743p 3036p
Diluted earmings per share —undertying 5871p 5155p 4733p 43 47p 3804p
Diluted earnings per share — after non-underiying 26 74p 3565p 3802p 3700p 3011p
Dwaidend per ordinary share 26 5p 235p 214p 200p 1680p

The comparative figures for 2009 to 2012 have been restated to reftect the retrospective application of IAS 19 Revised - Employee Benefits




Company balance sheet

as at 31 December 2013
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2013 2012
Notes £m £m
Fixed assets
Tangible assets 5 170 m
Investments 7 3397 3003
3567 3174
Current assets
Trade mvestments 7 01 a1
Financial assets 6 01 -
Debtors due within 1year 8 7901 8985
Debtors due after more than 1year 8 1253 1919
Cash 1180 2572
10336 13477
Creditors amounts fallng due within 1year 9 1190 3630
Net current assets 9146 9847
Total assets less current labilities 12713 1,3021
Creditors amounts falling due after more than 1year 9 2701 4726
1,001 2 8295
Capital and reserves
Called up share capital n 138 138
Employee benefit trust and treasury shares 12 {o4) (04)
Share premium account 12 4912 4704
Capital redemption reserve 12 18 18
Merger reserve 12 446 446
Profit and toss account 12 4502 2993
1,001 2 8295

The accounts were approved by the Board of Directors on 26 February 2014 and signed on its behalf by

PRM Plnda? $ P
Group Finance Director

Chief Executive "

Cornpany registered number 2081330
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Notes to the accounts

1 Accourtting policies

{a) Basis of preparation

The accounts are prepared under the histencal cost convention and in accordance with applicable accounting standards There were no new Financial
Reporting Standards 1ssued by the UK Financial Reporting Counail (FRC) which were required to be adopted in the year

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 Comparues
Act 2006

(b) Tangible fixed assets
Depreaation 1s provided on all tangble fixed assets at rates calculated to write off the cost on a straight-line basis over the expected useful Lives of the assets
concemed, as follows

Computer equipment 31010 years

Furmiture, fixtures and equipment 4to 5 years

Leasehold improvements over the penod of the lease
{c}investments

Fixed asset investrments are shown at cost, less provisions for impaiment.
Investrnenits held as current assets are stated at the lower of cost and net realisable value

The carrying values of fixed asset investments are reviewed for impairment f events or changes in arcumstances indicate the camying values may not
be recoverable

{d} Pension schemes

The Company maintains a number of contracted-out defined contnbution schemes and contnbutions are charged to the profit and loss account in the year in
which they are due These schemes are funded and the payment of contributions 1s made to separately admirnistered trust funds The assets of these schemes
are held separately from the Company The Company remits monthly pension contributions to Capita Business Services Limited, a subsidiary undertaking of
the Company, which pays the Group liability centrally Any unpaid contrbutions at the year-end have been accrued in the accounts of that company

{e) Leasing commstments
Assets obtained under finance leases are capitalised in the balance sheet and depreaiated over the shorter of the lease term and their useful economic lives

The finance charges under finance leases and hure purchase contracts are allocated to accounting penods over the period of the lease and reprasent a constant
proportion of the balance of capital repayments outstanding Rentals due under operating leases are charged on a straight-line basis over the lease term

{f) Deferred taxation
Deferred taxabon i1s recognised in respect of all trming differences that have enginated but not reversed at the balance sheet date where transactions or events
have occurred at that date that will result In an obligation to pay more, or a night to pay less or to receive more, taxation, with the following exceptions

+ provision i1s made for taxation on gains ansing from the revaluation {and similar fair value adjustments) of fixed assets, and gains on disposal of fixed assets
that have been rolled over into replacerment assets, only to the extent that, at the balance sheet date, there 1s a binding agreement to dispose of the assets
concemed However, no provision 1s made where, on the basis of all available evidence at the balance sheet date, 1t 1s more likely than not that the taxable
gain 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 earrings of overseas subsidiaries only to the extent that, at the balance
sheet date, dividends have been accrued as receivable

= deferred taxation assets are recagnised 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 tming differences can be deducted

Deferred taxation i1s 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 substantively enacted at the balance sheet date

{g) Foreign currenaies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction or at the contracted rate if the transaction is covered by a
forward exchange contract Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the balance sheet
date or, if appropnate, at the forward contract rate All differences are taken to the profit and loss account with the exception of differences on foreign currency
borrewings, to the extent that they are used to finance or provide a hedge against foreign equity investrments, which are taken directly to reserves together with
the exchange difference on the cammying amount of the related investments

{h} Nattonal Insurance on share option gams
Nationat Insurance on outstanding share options at the year-end has been grossed up and shown as a provision and a recevable on the balance sheet.

{1} Financial instruments disclosure and presentation
A separate note dealing with the disclosures of FRS 29 has not been presented as provided by paragraph 2D (b} of FRS 29 The consolidated financial
statements include the required disclosures of IFRS 7 for the Group
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1 Accounting policies (continued)

{1) Denvative financial instruments

The Company uses dervative financial instruments such as interest rate swaps and foreign qurrency contracts to hedge nsks associated with interest and
exchange rate fluctuations Such denvative financial instruments are stated at fair value The fair values of interest rate swaps and foreign currency contracts
are determined by reference to market rates for similar instruments

For the purpose of hedge accounting, hedges are classified as erther far value hedges when they hedge the exposure to changes n the fair value of a recogmised
asset or liability; or cash flow hedges where they hedge exposure to vanability in cash flows that s attrbutable to either a particular nsk associated with a
recognised asset or Liability or a forecast transaction

Inrelation to fair 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 fror remeasunng the hedging instrument at farr value 1s recogrused immediatety in the profit and loss
account Arry gainor loss on the hedged item attributable to the hedged nsk 1s adjusted against the carrying amount of the hedged item and rcognised in
the profit and loss account.

In refation to cash flow hedges the effective portion of the gain or loss on the hedging instrument 1s recognised directly in equity, while any ineffective portion
Is recogrised immediately in the profit and loss account Amounts taken to equity are transfemed to the profit and loss account when the hedged transactron
affects the profit and loss account, such as when the hedged financial iIncome or financial expense 1s recogrised or when a forecast transaction occurs Where
the hedged item 15 the cost of a non-financial asset or non-financial liabibity, the amounts taken to equity are transferred to the initial carmying amount of the
non-financial asset or liability

If the forecast transaction or firm comrmitment 15 no longer expected to occur, amounts previously recogrised in equity are transferred to the profit and loss
account. If the hedging instrument expires or 1s sold, terminated or exeraised without replacement or rotlover, or if its designation as a hedge 1s revoked,
amounts previousty recognised In equrty remain in equity unkil the forecast transaction or firm cormrritment occurs

For dervatives that do not qualify 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 Company operates a number of executive and employee share schemes

The cost of equity-settled transactions with employees 1s measured by reference to the fair value at the date at which they are granted and s recognised 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 priaing rmodel. [n valuing equity-settled transactions, no account 1s taken of any vesting conditions, other than conditions linked to the pnice of the
shares of the Company (market conditions)

No expense is recognised for awards that do not ultimately vest, except for awards where vesting 1s conditional upon a market condition, which are treated
as vesting rrespective of whether or not the market condition is satisfied, provided that all other performance conditions are satisfied

At each balance sheet date before vesting, the cumulative expense 1s calculated, representing the extent to which the vesting pencd has expired and
management’s best estimate of the achievement or otherwise of non-market conditions, the number of equity instrurnents 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 in curnulative expense since the previous balance
sheet date Is recogrised in the profit and loss account, with a corresponding entry in equity

Subsidiary undertakings of the Company reimburse the Company through the ntercormpary account for charges attnbutable to their employees participating
in the Company's share schemes

2 Deferred taxation

2013 2012

£m £m

The deferred taxation included in the balance sheet is as follows
Accelerated capital allowances (07) (10)
Share based payments 32 35
Cash flow hedges 64 52
Fixed rate interest rate swaps 53 121
Provisions 07 12
Included in debtors — note 8 149 210
3 Profit/Loss attnbutable to members of the parent undertaking
The profit after taxation dealt wath in the accounts of the parent undertaking was £299 5m (2012 loss of £92 1m)
4 Dvidends

2013 amz

£m fm
Declared and paid dunng the year
Ordinary shares (equity)
Final for 2012 paid 15 6p per share {2011 14 2p per share) 1021 867
Intenm for 2013 pard 8 7p per share (2012 79p per share) 570 514
1591 1381

Proposed for approval at AGM (not recogrised as a bability at 31 December)
Ordinary shares {equity)
Final for 2013 178p per share (2012 15 6p per share) 1169 1013
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Notes to the accounts

5 Tangible fixed assets
Furryture, Short term
Computer fixtures and leasehold
equipment equipment mpovements Total
£m £m £m £m
Cost
1January 2013 313 02 10 325
Additions 35 - o 36
Asset retirements (21} - (21)
31 Decernber 2013 327 02 1 340
Depreaation
1January 2013 147 o1 06 154
Charge for year 36 - 01 37
Asset retirements (F4)] - - {21)
31 December 2013 162 01 07 170
Net book value at.
1 January 2013 166 01 04 mn
31 December 2013 165 01 04 170
6 Financial assets
2013 2012
Current £m £m
Cash flow hedges 01 -
7 Investments
(a) Fxed asset investments
o)
wdertangs
£m
Cost
1January 2013 3003
Additions 656
Impaiment {05)
Disposals (257)
31 December 2013 3397

During the year the Company acquired the entire share capital of ParkingEye Limited for a cash consideration of £30 8m, deferred consideration of £23 9m,
and equity 1ssue of £41m The Company also increased its investment in Capita Frduciary {UK) Holdings Limited by £6 8m Durning the year, the Company
impaired 1ts Investment (n Brokers Educational Supply Teachers Underwrting Agency Limited to its net book value

Country of registration of issued shares held
Prnaipal investments and cperation by the Company Description of shares held
Capita Holdings Limited’ England 100% Ordinary £1 shares
Caprta Business Services Limited*? England 100% Ordinary £1 shares
Capita Property and Infrastructure Limited*? England 100% Ordinary £1shares
Capita Employee Benefits {Consulting) Limited*? England 100% Ordinary £1shares
Capita Regjstrars Limited*? England 100% Ordinary £1shares
Capita Trust Companyy Limited*? England 100% Ordinary £1 shares
Capita Life & Penstons Services Limited® England 100% Ordinary £1shares
Capita Life & Pensions Regulated Services Limited? England 100% Ordinary £1 shares
Capita Resourcing Limited*? England 100% Ordinary £1 shares
Caprta IT Services Limited*™? England 100% Ordinary £3 shares
Capita IT Services (BSF) Limited*? England 100% Ordinary £1shares
Capita Medical Reporting Limuted*? England 100% Ordinary £1 shares
Capita Emplayee Benefits Limited*? England 100% Ordinary £1 shares
Capita Customer Management Limited*? England 100% Ordinary £1 shares
Capita International Limited® England 100% Ordinary £1shares
Capita Managed IT Solutions Limited*? England 100% Ordinary £1 shares
Capita Secure Information Solutions Lirnited™*? England 100% Ordinary £1 shares
Axelos Limited*? England 51% Ordinary £1 shares
Entrust Support Services Limited*? England 51% Ordinary £1 shares
Fish Administration Lirmited*? England 100% Ordinary £1 shares
Knowledgepool Group Limited*? England 100% Ordinary £1shares
ParkingEye Limited*? England 100% Ordinary £1 shares
Senvice Birmingham Linited*? England 100% Ordinary £1 shares
Team 24 Limited*? England 100% Ordinary £1 shares
Tascor Services Limited*? England 100% Ordnary £1 shares

¥Investing holding company 2 Outsouraing services company * Indirectly held

Details of all subsidianes, as required under s409 Companies Act 2006, will be annexed to the next Annual Return of the Company fited will the UK Registrar

of Comparues
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7 Investments (continued)

{b} Trade investments
£m

At 1 January 2013 and 31 December 2013 o1
8 Debtors
Debtors due within 1 year 2\123 2215‘
Amounts owed by subsidiary undertakengs 218 8280
Taxation recoverable 476 540
Other debtors 140 30
Currency swap —USD bonds 67 69
Prepayments and accrued income - 66

7901 8985
Debtors due beyond 1 year 221"3‘ ch):'z‘
Prepayments and accrued income 10 14
Deferred taxation 149 210
Currency swap me 1535
Interest rate swap 78 160

1253 1919
9 Creditors
Amounts falling due wrthin 1year ”33 m{}ﬁ
Bank overdraft 553 1895
Amounts owed to subsidiary undertakings - 528
Trade creditors 17 16
Other creditors 01 -
Cash flow hedges 65 29
Ficed rate interest rate swaps 02 14
Bonds - 950
Other taxes and social secunty 17 o7
Prowisions 76 66
Acauals and deferred income 220 125
Deferred consideration payable 239 -

190 3630
Amounts falling due after more than 1year ZOE"I: 22.1121
Bonds 2047 2157
Term loan - 1850
Curmrency swaps 1358 03
Freed rate interest rate swaps 264 515
Cash flow hedges 255 201

2701 4726
The bonds are unsecured The bank overdraft is guaranteed by cash held by other members of the Group
10 Deferred taxation

£m
At 1]january 2013 {210}
Unlisation of provisions in the year 61
At 31 December 2013 —included in debtors note 8 (14 9)
11 Share capital
2613 2012 2013 2012
Milbon Millson £m £m

Allotted, called up and fully pa:d
Ordinary shares of 2Ysp each
At 1 January 6684 6276 128 130
Issue of share capital 04 400 - 08
Issued on exercise of share options 10 08 - -
At 31 Decernber 6698 668 4 128 138

Dunng the year 10m (2012 0 8m) ordinary 2V:sp shares with an aggregate nominal vatue of £20,160 (2012 £16,810) were issued under share option schernes
for a total consideration of £6 3m (2012 £4 8m

In October 2013 the Company issued O 4m ordinary shares as part of the acquisition of ParkingEye Lirmited for consideration of £41m
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Notes to the accounts
11 Share capital (continued)
Treasury shares
2013 2012 2013 2012
Milbon Million £m Em
Ordinary shares of 2'Asp each
At 1 January 134 142 03 03
Shares allotted inthe year (23) (08) - -
At 31 December m 134 03 03
During the year the Group allotted 2 3m {2012 0 8m) treasury shares with a nominal value of £47,468 (2012 £16,527) The total consideration receved
in respect of these shares was £76m (2012 £51m}
Employee benefit trust shares
plovee 2013 2012 2013 2012
Millon Milbon £m £m
Ordinary shares of 2¥1sp each
At 1 January 33 51 01 01
Shares allotted in the year (o8) {18) - -
At 31 December 25 33 01 01

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 0 8m (2012 18m) ordinary 2%sp shares with an aggregate norninal value of £16,337 (2012 £37,056) to
satisfy exercises under the Group’s share option and long term incentive plans The total consideration receved in respect of these shares was £2 8m (2012 £11m)

The Company has an unexpired authority to repurchase up to 10% of its 1ssued share capital

12 Reserves
Caprtal Emnpl
Share redemption Merger benafit trust and Profit and
prerium reserve reserve treasury shares loss account
Company £m Em £m £m fm
At 1January 2013 4704 18 446 {04 2593
Shares 1ssued 208 - - - -
Share based payment - - - - 105
Shares allotted in the year - - - - -
Equity dwidends pad - - - - (1591)
Retained profit for the year - - - - 2995
At 31 December 2013 4912 18 446 (04) 4502
13 Reconaliation of movements in shareholders’ funds
2013 2012
£m £m
Profit for the year 2995 (921}
Dividends (1591) (1381}
1404 (2302)
Share based payment 105 91
Shares issued 208 2822
Net movement in shareholders’ funds m7 611
Opening shareholders’ funds 8295 768 4
Closing shareholders’ funds 1,0012 8295
14 Commitments and contingent habilities
(a) Annual commitrnents under operating leases were as follows
2013 2012
Property Qther Property Orther
£m £m fm Em
Operating leases which expire
In 2 to 5 years inclusive 08 02 08 02

(b) The Company has overdraft and loan faalities of Group undertakings amounting to £425m (2012 £425m), of which £rl had been drawn down at

31 December 2013 (2012 £rul drawn down}
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15 Borrowtngs

2013 2012
fm fm
Bonds 2047 3107
Repayments fall due as follows
Within 1 year
Bonds ~ 850
- 950
After more than 1year
In more than 2 years but not more than 5 years 2047 2157
Total borrowings 2047 3107
The Company has 1ssued guaranteed unsecured bonds as follows
Interest rate Valve
Bond % Dencrmination £m Matunty
Issued 2005%
Series B 0 525 above 6m LIBOR CBP 250 28 September 2015
Total of sterling denominated bonds 250
UsSm
Issued 2006"*
Series B 588 uss 1300 28 June 2016
Senes B 581 uss$ 740 13 September 2016
Series C 577 Uss 600 13 September 2016
Total of US$ denominated bonds 2640

1The Company has entered into currency swaps for the LSS issues to achieve a floating rate of interest based on 6 month LIBOR Further disclosure on the Company s use of hedges
15 included innote 26

25ubsequently, the Company has entered a senes of fixed rate interest rate swaps to convert these ssues from paying a floating rate based on 6 month LIBOR to fixed rates
See note 26 for further details of these fixed rate interest swaps

In 2013 the Company repaid bonds which reached maturity These were £50 Om 2005 Series A bonds, US$60 Om 2006 Senes A bonds (GBP equivalent
£32 3m) and US$11 Om 2006 Senes A bonds (GBP equivalent £5 8m)

All senes are unsecured

16 Related party transactions
In the following, figures for purchases and sales are for transactions inveiced during the year inclusive of Value Added Tax where applicable All transactions are
undertaken at normal market prices

Durning the year the Company sold goods/services in the normal course of business to Capita Gwent Consultancy Limited for £0 Om (2012 £01m) Inaddiuon,
the Company purchased goods/services n the normal course of business for £0 Om (2012 £nil) At the balance sheet date the net amount recesvable from
Capita Gwent Consultancy Limited was £0 0m (2012 £nil)

Dunng the year the Company sold goods/senvices in the normal course of business to Service Birmingham Limited for £0 5m (2012 £0 6m) In addition, the
Company purchased goods/services in the normal course of business for £01m (2012 £01m) At the balance sheet date the net amount recewvable from
Service Birmungham Lirited was £nil (2012 £01m)

Dunng the year the Company sold goods/services in the normal course of bustness to Entrust Support Services Limited for £01m (2012 £nil) In addition, the
Company purchased goods/services in the normal course of business for £nil (2012 £nil) At the balance sheet date the net amount recevable from Entrust
Support Services Limited was £nil (2012 £nil)

Dunng the year the Company sold goods/services in the normal course of business to Axelos Limited for £07m (2012 £nil) In addition, the Company
purchased goods/services in the normal course of business for £mil {2012 £nil) At the balance sheet date the net amount receivable from Axelos Limited
was £nil (2012 £nil)

17 Pension costs
The Company operates a defined contnbution scheme

The pension charge for the defined contribution scheme for the year was £ 2 3m (2012 £19m)

18 Share based payment
The Cornpany operates several share based payment plans and details of the schernes are disclosed in note 28 of the Group's conselidated financial statements
on page 127

The Group expense recogrised for share based payments in respect of employee services recerved during the year to 31 December 2013 was £10 5m (2012
£91m), all of which anses from equity-settled share based payment transactions The total Company expense, after recharging substdiary undertakings,
charged to the profit and loss account in respect of FRS 20 *Share based payrment’ was £5 3m (2012 £3 9m)
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Principal Group investments

Axelos Limited'
Provide continuous learning and development in respect of best
management practices

Capita Holdings Umited
Holding and investment company

Capita Business Serwces Limited'
Providing an integrated range of business process and customer
management services to clients in the UK and Ireland

Capita Property and Infrastructure Limited’

Providing a comprehensive range of preject management,
telecommumcations engmeering and construchion related consultancy
Services

Capita Employee Benefits (Consulting) bimited’
Prowiding employee benefit advice, communication and
admirustration services

Capita Registrars Limited'
Share registration and employee share scheme administration services

Capita Trust Company Limited’
Corporate trustees and providers of trust and admunistration sennces

Caprta Life & Pensions Services Limited
Administration and custorner services for iife and pensions operations

Caprta Life & Pensions Regulated Services Limited
Adrministration and custormer services for life and pensions
regulated operations

Capita Resourcing Lemited’
Employee recruitrnent services

Capita IT Services Limited’
Desigring, providing and managing networked computing and
communication systems

Capita Medical Reporting Limited’
Medical services administration provider

Capita Employee Benefits Uimited’
Providing actuanal, pension consultancy and admirustrative services

Caprta Customer Management Limited'
Prowiding business process outsourcing and custormer management services

Service Birmingham Limited®
Providing ICT and business transformation eutsourcing services to the
public sector

Fish Administration Linuted'
Providing the sale of insurance senvices

Capita International Limited
Prowvider of administration related services to the business process
outsourang sector

Capita Managed IT Solutions Limited'
Provider of IT management, cloud-based services, and T
infrastructure services

Capita Secure Information Soluhions Limited®
Prowider of secure IT Information solutions

Entrust Support Services bimuted’
Provider of educational support services

Knowledgepool Group Linuted’
Provider of managed learning services and consultancy

ParkingEye Limited'
Prowider of car park management services

Caprta IT Services (BSF) Limited’
Provider of educational ICT senvices

Team 24 Limited’
Provider of medical services

Tascor Services Limited'
Provider of business process outsourcing to the secunity and justice sector

Tindirectly held




Useful information for shareholders

e-communications for shareholders

Help us communicate with you In a greener, more efficient
and cost effective way by switching from postal to email
communications Registering for e-communications enables
shareholders ta

+ obtain secure online access to personal shareholding details

- submit queries to our registrars, download forms and obtain
general shareholder information

+ update shareholding accounts online

Registering for e-communications s very straightforward Go to
www capitashares co uk

Key dates for your diary
Annual General Meeting 12 May 2014

The AGM will be held at 11 00 am on Monday 12 May 2014

at Deutsche Bank, 1 Great Winchester Street, London ECZN
2DB The Notice of Meeting and proxy card for the meeting are
enclosed with this report

Final dwvidend payment 28 May 2014
Half-year results 23 July 2014

Getn touch
Shareholder enquirtes

We am to communicate effectively with our shareholders,

via our website www capita co uk/investors Shareholders who
have questions relating to the Group’s business or wish to
recewve further hard copies of annual reports should contact
Capita’s iInvestor relations team on 020 7799 1525 or email
corporate@capita co uk

If you have any queries about your shareholding or dvidend
paymenits please contact the Company's registrar, Capita Asset
Services, by email shareholderenquines@capita co uk or at the
address below

Capita Asset Services
The Registry
34 Beckenham Road
Beckenham

Kent BR3 4TU
Tel (UK) 0871664 0300

(UK calls cost 10p per minute plus network extras, lines are open
8 30 am to 5 30 pm, Monday to Friday)

{Overseas} +44 20 8639 3399

Other helpful shareholder services
Share dealing

A quick and easy share dealing service 15 now available for
existing Capita shareholders to either sell or buy more Capita ple
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 telephone
0871664 0454 (UK calls cost 10p per minute plus network
extras, lines are open 8 00 am to 4 30 pm, Monday to Fnday)

If you have only a small number of shares which are
unecenomical to sell, you may wish to donate them to charity
free of charge through ShareGift {Registered Chanity 10528686)
Find out more at www sharegift org uk or by telephoning

0207930 3737

Dividend reinvestment plan (DRIP)

We offer a DRIP to enable shareholders to purchase

additional Capita shares with their whole cash dvidend

These further shares would be bought in the market on behalf
of shareholders under a special low-cost dealing arrangement
Further details of the DRIP can be found online Please visit the
shareholder services section at www capita co uk/investors or
call Capita Asset Services on 0871664 0381 (UK calls cost
10p per minute plus network extras, lines are open 900 am

to 5 30 pm, Monday to Fnday)

International dividend payment service

Caprta Asset Services has partnered with Deutsche Bank

to provide you with a service that will convert your sterlng
dmidends 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 Asset Services on 0871 664 0385

{UK calls cost 10p per minute plus network extras, lines are
open 900 am to 5 30 pm, Maonday to Fniday)

(Overseas) +44 20 8639 3405

emal ips@capita co uk

Registered office
Capita plc
71Victona Street
Westminster
London SW1H OXA
Tel 02077991525
Fax 02077991526

Registered number 2081330

Company Secretary
Gordon Hurst

Stockbrokers

Cits

Citigroup Centre
33 Canada Square
Canary Wharf
London E14 518

Deutsche Bank A G
1 Great Winchester Street
London ECZN 2DB

Auditor

KPMG
15 Canada Square
London E14 5GL

Bankers

Barclays Bank plc

London Corporate Banking
PO Box 544

First Floor

154 Lombard Street
London EC3V 9EX

HSBC Bank plc
27-32 Poultry
London EC2P 2BX

National Westminster Bank Plc
1 Princes Street
London EC2R 8PB
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