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WE ARE A UK-HEADQUARTERED
IT PROVIDER WITH EXPERTISE
ACROSS THREE DIVISIONS:
DIGITAL SERVICES,

WORKDAY SERVICES, AND
WORKDAY PRODUCTS.

Digital Services develops and supports
custom digital service platforms for
public sector, commercial, and
healthcare customers. Qur solutions
transform the delivery of these services,
ensuring they are secure, accessible,
and cost-effective, and provide better
outcomes for users.

Workday Services specialises in the
deployment of Workday, Inc.’s Finance,
HR and Planning products to leading
organisations across Europe and North
America. We are one of Workday’s most
respected partners, experienced in
complex deployment and trusted by our
customers to launch, test, expand, and
support their Workday systems.

Workday Products develops products
thot complement Workday. OQur Smart
product suite, including Smart Test

(for automated testing), Smart Audit
{for compliance monitoring), and Smart
Shield (for data masking), are used by
more than 350 customers globally to
safeguard their Workday systems.

Our people are central to our success.
We employ more than 2,900 people

in 22 countries across Europe and the
Americas.

Kainos is listed on the London Stock Exchange
{LSE: KNOS).

For further information, please visit
www.kainos.com
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FINANCIAL HIGHLIGHTS

“WE HAVE RECORDED OUR 13TH CONSECUTIVE YEAR OF GROWTH
ACROSS A WIDE RANGE OF KEY METRICS. OUR VERY STRONG
BUSINESS PERFORMANCE REFLECTS ROBUST UNDERLYING
MARKET DEMAND, HIGH LEVELS OF CUSTOMER ENGAGEMENT
AND THE ONGOING COMMITMENT OF OUR COLLEAGUES.”

£374.8 ...£47.9 ...

Revenue (m) Product Annual Recurring Revenue {ARR) (m)
2022: £302.6m 2022: £34.3m

E 5 I ] 3 Change +18% E 3 2 2 a g Change +24%
Statutory profit before tax {m) Contract bocklog (m)
2022: £46.0m 2022: £259.7m

E 6 ; | | 6 Change +16% 3 3 | 1 p Change +16%
Adjusted pre-tax profit (m} Diluted earnings per share (pence)
2022; £58.8m 2022:285p

E 1 0 8 ] 3 Change +41% I 2 [ ] 5 p Change +12%
Cash (m)} Adjusted diluted earmings per share

2022, £76.6m 2022: 3R1p

E I 2 ; | 8 Change by +22% 2 3 a g p Change by +8%
Bookings (m) Total dividend per share

2022: £349.8m 2022: 22p
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OPERATIONAL HIGHLIGHTS

+51%

increase in revenue for Commercial

Commercial sector
customers now generate
half our revenues.

Commercial Healthcare
revenues are up revenues, as

51% to £186.4 anticipated, have
million (2022: reduced by 26% to
£123.8 million), £50.4 million (2022:
representing S0% £67.9 million),

which is 13% of
total revenue.

of total revenue.
]

Public sector
revenues up 24%
to £138.0 million
(2022:£1110
million) or 37%
of revenue.

+12%

increase in customer numbers

Excellent customer
service drives customer
satisfaction and retention,
underpinning revenue
growth.

Customer
approval rating'V
remains high at
99% (2022: 98%).

Existing customer
revenue increased
by 26% to £337.6
million (2022:
£267.7 million),
which represents
a Net Revenue
Retention of 126%.

C )

(1) Doto froem all completed customer surveys in the
year. There are five possible designations: Poor’,
‘Satisfactory’, ‘Good’, Very Good’ or Excellent’; the
rating reflocts the percontage of customers that
rate our performance ‘Good’ or better.

For more information on
our customers see page 18

88%
employee retention

We continue to grow
a global, talented and
engaged team.

We now have 2,990 people (2022: 2,692)
based across 22 countries.

Our employee retention has increased
to 88% (2022: 86%). and engagement
levels remain high, measuring 81% on
our internal surveys, and we were again
awarded ‘50 Best Places To Work in the
UK’ by Glassdoor.

For more information on
our people see pages 32 1o 40

( )

+52%

increase in international growth

We continue to grow as

a global business with
over one-third of revenues
generated internationally.
Very strong international growth, up 52%

to £132.0 million (2022: £87.0 million), and
now representing 35% of total revenue.
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2025

on track to achieve carbon net zero

We continue with our
ambitiontobea
responsible organisation.

We retained our
carbon neutral
status in 2023 and
remain on track to
achieve carbon net
zero by 202S.

Our gender
balance improved,
with the proportion
of women in Kainos
increasing to

34% (2022: 33%),
well gbove the
industry overoge
of 22%; and we
remain committed
to further
improvement

We hosted over
1,800 young people
on our outreach
programmes,
including targeted
progrommes
aimed at improving
gender diversity,
supporting social
mobility and for
those students
with special
educotional needs.

{2) B8CS diversity report 2022: Womeon In (T,

+49%

increase in revenue for
Workday Services

We continue to be the
{eading pan-European
Workday specialist and
during the year we were
appointed Workday Phase
1Prime partner in the

US market.

Workday Services recorded very strong
revenue growth of 49% (41% organic) to
£105.7 million (2022: £70.9 million).

+12%

increase in revenue for
Digital Services

In Digital Services, we
continue to deliver
significant digital
transformation
programmes

across the public
sector, commercial
sector and healthcare.

This extensive project portfolio hos driven
strong revenue growth of 12%, with Digital
Services revenues increasing to £224.4
miltion (2022: £199.8 million).

Customer demand remains strong as
digital transformation continues to be a
business and politicol priority.

For more information on Digital Services
performance see poges 18to 19

+40%

increase in revenue for
Workday Products

Our Workday-related
products, Smart Test,
Smart Audit and Smart
Shield delivered very
strong growth, and

we remain on track to
achieve our target of
£100 million ARR by 2026.

Workday Products  We continued to

FovoNuocC Qrew invest in our
40% to £44.7 Workday
million (2022 Products,
£31.9 million) and increasing

Our.international.exponsion.continues
with North America now representing over
hatf of Workday Services revenues Gt
£55.9 million (2022; £30.4 million) an
increase of 84%.

For more information on Workdoy
Services performonce see poge 19

ARR increased by research &

40% to £47.9 development

million (2022: aexpenditure by

£34.3 million). 52%, t0 £9.1
million (2022: £6.0

] million) and sales
& marketing
spend increased
135% to £10.8
million (2022:
£4.6 million).

For more information on Warkday
Products performance see page 20
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KAINOS AT A GLANCE

Purpose

"OUR PURPOSE IS TO HELP
OUR CUSTOMERS WITH
THEIR MOST CHALLENGING
PROJECTS AND, TOGETHER
WITH OUR PARTNERS,
HELP THEM BUILD THE
CAPABILITY TO SUCCEED
IN THE DIGITAL AGE."

£44.7m

REVENUE BY £224.4m
OPERATING

DIVISION FY23

£105.7m

O Digital Services
(60% of Group total)
S-year growth: 18% CAGR
O Workday Services
(28% of Group total}
S-year growth: 47% CAGR
O Workday Products
(12% of Group tota!)
S-year growth: 41% CAGR

STRATEGIC REPORT

Our operating divisions

Digital Services

Our Digital Services division helps our
customers to solve their business
problems by using technology, enabling
them and their users to work smarter,
faster and better.

Working collaboratively with customers
around the world, our innovative and
transformative solutions are secure,
accessible, cost-effective, and toke a
user-first approach. We leverage the
benefits of the public cloud and enable
customers to utilise their dato to drive
better decision-making.

In the public sector, we have delivered
projects helping more than 60 million
citizens, while saving our customers
hundreds of millions of pounds.

In the commercial sector, customers trust
us to provide digital transformation
programmes that evolve their services,
deliver efficiencies, increase their
capabilities and future-proof their
businesses.

In heatthcare, we help providers deliver a
service that is foster, more cost-effective
and patient-centric.

We deliver services to over 160 clients,
including Allied Irish Bank, NHS Digital,
and the Department for Environment
Food and Rural Affairs, and new clients
including the London Mayor’s Office for
Policing and Crime and the NHS Business
Services Authority.

Workday Services

In our Workdoy Services business we
provide consulting, project management,
integration and post-deployment services
for Workday’s software suite, We work with
clients globally and have an outstanding
relationship with Workday, Inc.

With over 300 international clients, we are
proud to work with customers such as
Kion Group {Germany), Shopify (Canada),
Novozymes (Denmark), Kone (Finland),
ASOS ple (UK), Takeaway.com
{Netherlands) and Match.com (USA).

Kainas Annucl report 2023

Workday Products

We have developed three proprietary
software tools, Smart Test, Smart Audit
and Smart Shield.

Smart Test allows Workday customers to
automatically test and verify that their
unique Workdoy configuration is
operating effectively, both during
implementation and in live operation.
Smart Test is the leading automated
testing platform specifically designed for
Workday.

Smart Test was launched in 2014 and is
now used by over 350 clients, including
Webhelp (France), AT&T (USA), State of
Oregon (USA), Veolia ES (UK), Werner
Enterprises (USA), University of Miami
(USA) and Sentara Healthcare (USA).

Smart Audit is our compliance monitoring
tool that allows Workday customers to
maintain operational controls over their
Workday HCM and Financials
environments, particularly in the areas of
Segregation of Duties, Privileged Access
Controls and Personal and Sensitive
employee data protection,

Smart Audit was launched in 2021 ond is
now used by over 70 clients, including
Booking.com (Netherlands), Metropolitan
Museum of Art (USA), Magna International
{Canada) and Whole Foods (USA).

Smart Shield is a data masking tool that
can easily and seamiessly mask sensitive
data without impacting the Workday user
experience. It ensures thot sensitive data
remains controlled when Workdoy
environments are made available to
broader internal or external teams, for
instance, during support and
maintenance activities, or for ongoing
internal Workday training and onboarding
programmes.

These tools are implemented as cloud-
based Software as a Service (SoaS)
solutions and customers utilise them
on a subscription basis.

Smart Shield was lounched in 2022 and is

now used by over 40 clients including Ohio
State University (USA), Loews Corporation

(USA), John Lewis {UK) and Netflix (USA).
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Our people

2,990

Stoff and contractors

(2022: 2,692)

88%

Our customers

821 90%

Active customers Rovenue from

(2022: 731) existing customers
g g 0 /0 (2022: 88%)
Customers who

rated our service

Employee retention as good or botter

(2022: 86%)

(2022: 98%)

Our global position

Toronto

Indianopolis
Atlonto

Buenos Aires

16%

PEOPLE BY
REGION

Dublin
Derry

Offices worldwide
(2022: 20)

71%

QUK & Ireland 1% (2022: 72%)
Q Ceontral Europe 16% (2022: 15%)
O Americas 13% (2022: 13%)

Belfast
Birmingham

London

Copenhagen
Gdarisk

Homburg

Antwerp

Paris

go, 1%
=

25%

REVENUE BY
REGION 65%

Q UK & Ireland 65% (2022: 71%)
O North America 25% (2022: 19%)
O Central Europe 9% (2022: 9%)
O Rest of world 1% (2022: 1%)

13%

Einancial

£374.8 £427.8
Revenue {m) Bookings (m)
2022: £3026m 2022: £349.8m

£67.6

£322.9

Adjusted pre-tax
profit (m)
2022: £58.8m

Contracted sales
backlog {(m)
2022: £289.7m

REVENUE BY S0%

SECTOR

37%

O Commercial sector 50% (2022: 41%)
OPublic sector 37% (2022: 37%)
OHealthcare 13% (2022: 22%)
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STRATEGIC REPORT

CHIEF EXECUTIVE OFFICER'S STATEMENT

"DESPITE THE VOLATILITY
SEEN THROUGHOUT THE
YEAR, OUR EXECUTION
HAS REMAINED
CONSISTENT, AND WE
HAVE AGAIN RECORDED
STRONG GROWTH AND
ROBUST FINANCIAL
PERFORMANCE.”

Consistency in a turbulent
environment

This is our eighth annual report as

a public company. On review of our
previous seven reports, it is obvious
that we have recycled mony of the
adjectives that we have used to
describe our business performance -
with ‘consistency’ amongst the most
reused terms.

Those same seven reports also
describe an economic environment
that has been subject to significont
volotility. From localised events such

as Brexit to global impacts from the
pandemic, organisotions hove needed
to respond urgently to rapidly changing
circumstances.

That theme of turbulence is repected

in this report. The ebb of the pandemic
has been followed by war in Ukraine,
the energy crisis, inflation, interest rate
rises, recession fears ond, more recently,
concerns about the global banking
sector.

Despite the volatility seen throughout
the year, our execution has remained
consistent, and we have agoin recorded
strong growth ond robust financial
performonce, olongside pleasing
customer satisfaction and employee
engogement levels,

An excollent business performance

The digital transformation market
has been growing quickly for over a
decade, initially with o focus on the
replacement of ogeing and inefficient
legacy systems. This driver has been
aougmented by organisations striving
for greater agility, to allow them to
react quickly to changes, whether

accelerating new opportunities or, more
typically, rasponding to challenges.

As a result, our customers continue

to prioritise their critical digital
programmes and we continue to help
them deliver thesa ambitious projects.

This strong demand has resulted in our
revenues growing to £374.8 million, a
24% increase, and our adjusted pre-
tax profit growing 15% to £67.6 million.
Qur moderated profit growth is mainly
because of increased investment in our
Workday Products, both in research
and development and in soles and
marketing, an increase of £9.3 million,
all of which was expensed in the year.
We also experienced increased solary
costs and the increased use of contract
staff during the year.

We continued to add to the talents of
our global team, as numbers increosed
by 11% to 2,990 colleagues. Despite the
high demand for digital tatent and the
global shortage of the same people,

our retention increased to 88%, with
further improvements in recent weeks
as pecple became increasingly cautious
about changing jobs. Our teams are
now based in 22 countries.

Our Digital Services division recorded
revenue growth of 12% to £224.4 million.
We continued to deliver significont
programmes in partnership with the

UK Government and with leading
healthcare and commercial clients. As
always, our growth is a result of demand
from existing clients, such as Allied Irish
Bank, NHS Digital and the Department
for Environment Food and Rural Affairs,
and new clients including the Mayor's
Office for Policing and the NHS Business
Services Authority.

Kainos Annuol report 2023

We are keen to open new opportunities
for Digital Services and our investments
continue to make progress. Qur
international engagements in Central
Europe and Canada have continued to
grow, with aur revenues now £9.6 million,
from £5.5 million a year ago. Collectively,
our Cloud, Dota and Al and Intelligent
Automation practices now generate
£41.9 million, representing an increase
of 47% in the past year.

Our Workday Services team continues to
help forward-thinking organisations such
as Kone, Kion Group and Takeaway.com
deploy Workday's innovative Software

as a Service (SaaS) platform to support
their people and finance requirements.
We remain the leading European partner
within the Workday ecosystem and

in July we were appointed Workday
Phase 1Prime Status Partner for the US
market, accelerating our access to the
single largest global market for Workday
consulting services.

Over the course of the year our

Workday Product revenues grew 40%

to £44.7 million. Our products, Smart

Test {(automated testing), Smort Audit
(compliance monitoring) and Smart
Shield {data masking) are used by
organisations like Netflix, Salesforce

and rmatch.com. We believe that there

is an opportunity to grow our Workday
Product revenues to £100 million by 2026
and as a resutt we invested further in
product development (increased by

£3.1 million to £9. million) and in our sales
& marketing capacity during the year
(increased by £6.2 million to £10.8 million).
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Being o responsible business

Woe hove maintained our focus on
positive climate action. We have been
carbon-neutra! for the past two years
and remain firmly on track to achieve
carbon net zero by 2025. Qur climate
targets have now been certified by
S$BTi, with our actual Scope 1, 2 and

3 emissions significantly below the
corresponding SBTi target. We are
increasingly able to record the carbon
and cost savings that our solutions
deliver to our customers, for instance
the United Nations International
Organisation for Migration where

the corbon saving of 594 tonnes per
year, represented a 92% reduction in
emission of IOM’s IT estate.

Gender diversity remains a challenge
within the wider technology sector,
where just 22% of roles are undertaken
by women. During the year, the
proportion of women in Kainos
increased from 33% to 34% reflecting
focused recruitment compaigns and
we recognise that a sustained effort is

required to make further improvements.

We seek to inspire the next generation of
digital talent and to improve the diversity
of the sector. Last year over 1,800 young
people porticipated in our outreach
progrommes, where we had torgeted
programmes oimed at improving

gender diversity and social mobility

for young people and for students with
special educational needs. Our digital
bursaries will support 60 young people
from backgrounds that are traditionally
under-represented at university.

£224.4m

Maintaining o confident outlook

The ongoing economic volatility means
that the pressure on our customers
remains intense. In response they are
looking to reduce their costs and increase
their organisation’s agility. Digital
wansformation is a key foundation in
achieving both these ambitions and

the market will continue its growth,
especially as organisations redirect their
spending from inefficient legacy systems
to agile, modern systems. The execution
of our strategy has placed us in leading
positions within our core markets, which
allow us to look confidently to the future.

Our confidence is strengthened with
the success of our additional growth
initiatives:

Within Digital Services, our internationat
expansion and our Cloud, Data and Al
ond Intelligent Automation practices
already generates revenues in excess

of £51 million; together these provide a
platform for further growth.

Workday’s focus on international
expansion creates o strong backdrop for
our European growth plons; ot the same
time our appointment as ¢ Workday
Prime Partner in the US market provides
acceleroted access to the largest
Workday services morkat globally.

With our Workday Products, we can
occelerote the adoption of our software
across the Workdoy ecosystem,
creating a significant software business.

We can be certain that the economic
uncertainty will continue. While it is
sensible to be confident about our
markets, our customers and our abilities,
it is equally sensible to remain vigilant
and be responsive to any changes. That
00 is a sentiment that has been reflected
in our previous seven annual reports.
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A sense of gratitude

In each of our previous reports, the final
words of this statement hove focused
on thanking our customers and our
colleagues; and this year we continue to
observe this important trodition.

Our performance as a business is
influenced by many factors, but it is our
relationships with our customers ond
the talents of our colleagues that truly
shape our future.

The strength and depth of both have
continued to grow this year and we are
grateful for the trust and confidence
that our customers continue to place in
Kainos and the expertise, experience,
and energy of our colleagues, who have
been the driving force behind all thot
we have achieved.

AR, Hsuy

Brendan Mooney
Chief Executive Officer

£44.7m

Digital Services grew by 12%
2022: £199.8 million

Workday Product grew by 40%
2022: £31.9 million

Read our financiol statement on
pages SOto S1
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OUR MARKETS

THERE ARE SEVERAL
COMPELLING LONG-
TERM TRENDS DRIVING
DEMAND FOR OUR
SERVICES. WE HAVE
DESIGNED OUR STRATEGY
TO TAKE ADVANTAGE OF
THESE TRENDS, GIVING
US CONFIDENCE IN OUR
GROWTH PROSPECTS. WE
HAVE DETAILED THESE
FURTHER IN THE SECTION,
OUR STRATEGY.

Alongside the long-term trends detailed
in the following sections, the pandemic
has prompted a significant shift to
remote ond hybrid working patterns,
which are likely to remain an important
feature of the workplace. Many
organisaotions have discovered that
their legacy systems do not function
well in g distributed environment and
this is driving a continued shift to cloud-
bosed systems.

This is occelerating investment in
digital capabilities as orgonisations

" odapt to this new environment. It is too
early to determine if this is a short-
term increase in spending or likely to
be o long-term trend. Regardless, it

is resulting in on immediate increase
in opportunity for both our Workday
Services and Digital Services divisions.

Demand for digital
transformation, building
bespoke systems

In the UK public sector, there is o long-
term drive to make public services
‘digital by default’ and intuitive to use.
Users typically prefer digital services,
which are faster, more accurate ond
available at a time thaot suits them.

This also aligns with the imperative

to moke services cheaper and more
effective. The substantiol pressures on
public finances since the financial crisis
have now been exacerbated by the
cost of responding to the coronavirus
pandemic,

Creating effective digital services
significantly reduces cost. For many
government services over the past
decade, the overage cost of o telephone
transaction is 20 times higher than

a digital transaction; this rises to 30
times for o postal transaction and 50
times for a face-to-face interaction®™.
Digitisation is also likely to reduce the
risk of failed transactions, and therefore
the business cost of having to repect
the same process multiple times.

The government'’s thinking about IT
outsourcing has changed substantially
since the financial crisis. While
outsourcing a service can still be the
corract approach, the government
now prefers to procure individual
components of the service and
integrote those components itself,
which gives it direct control over the
scope, quality ond cost of the service.
Government departments rely on
specialist agile partners like Kainos
to help in the building and ongoing
operation of the unique technical
elements of the service. This trend
has resulted in public sector spending
on digital transformation projects
increasing from £456 million in 2015
to £2.7 billion™ in 2023.

Kaines Annual report 2023

In the commercial sector, businesses
hove similor pressures and preferences,
ond are seeking to re-establish control
over the scope, agility and cost of

their customer-centric systems. ina
repetition of the pattern in the public
sector, commercial organisations draw
on the specialist skills of agile partners
like Kainos. In the UK, the commercial
sector outspends the public sector by
more than three to one and therefore
presants a substantial opportunity for
us.

The NHS is our principol healthcare
client. The complexity of its operating
environment has often resulted in
under-investment in technology to
support the efficient provision of
healthcare services. At a local level, NHS
Trusts often prefer to purchase existing
software systems that support their
doy-to-day operations. At a national
level, there is a growing preference to
adopt a similar approach to that in use
acress government, building digital
services in portnership and at speed
with companies like Kainos. This change
of emphasis is reflected in the creation
of the £800 million Digital Capability
for Health framework (in 2021); Kainos

is one of 1 approved suppliers on that
framework.

How we are responding

We remain focused on supporting

our existing clients as they deliver

their ambitious multi-year digital
transformation programmes. n terms of
acquiring new clients, while we wish to
see all sectors grow, we are prioritising
engagements in the commercial sector,
reflecting the scale of the opportunity
and the benefits of having o batanced
spread of business. internationally, we
are also looking to expand by acquiring
new commercial sector customers.

The competitive environment

The competitive environment in our
markets is largely stable, with few
companies either entering or exiting.

A strong track record of delivery is vital
for success in all our divisions - Digital
Services, Workday Services and Workday
Products, providing very important
credibility with potential customers and
creating a meaningful barrier to entry.
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Demand for digital
transformation, implementing
Workday

Workday’s success in attracting new
customers is a key driver for our
Workday Services division. Workday is
growing rapidly, with its most recent
results to 31 January 2023 showing
revenue growth of 21%. This compares
with growth in the overoll Enterprise
Resource Planning (ERP) market which
is estimated at 6:2% per annum'®.

The rapid uptake of Workday's product
reflects its competitive odvontages.
Workday's primary competition,
Oracle and SAP, have software that
has its heritage firmly rooted in the
1970s. Workdoy, launched in 2005, is
built to operate as a Software asa
Service suite of applications that are
cloud-based, mobile-first and reflect
the way modern organisations want

to manage their employees and their
finances. In addition, weekly updates
mean Workday customers are always
using the latest version of the software,
preventing systems from becoming
outdated.

Workday has also taken a different
appreach when building its
implementotion partner ecosystem,
while SAP and Oracle both have several
thousand implementation partners,
Workday, in order to ensure high-
quality project delivery, has appointed
just 49 partners to deploy its software
across its customer bose. Workday now
has over 10,000 customers, including
more than 4,750 core HR and finance
customers. Kainos first engaged with
Workday in 2011 and is now one of

the most experienced participants in
Workdoy’s partner ecosystemn. Kainos
remains the only specialist Workday
portner headquartered in the UK.

Other important drivers of growth for
us in our Workday Services division
inciude:

« existing Workday customers wanting
to implement additional Workday
modules;

« geographic expansion beyond our
strong presence in Europe;

displacing other Workday partners
from existing customer engagements;
and

« Workday adding new modules and
capabilities to its system.

In our related Workday Products
division, growth drivers include:

building our own software
components to provide niche
solutions which interact with
Workday's platform, including Smart
Test (automated testing), Smart Audit
(compliance monitoring) and Smart
Shield (dato masking); and

utilising Workdoy Extend, which is

a newly introduced capability by
Workday to enable us to develop
applications and solutions that allow
clients to broaden the capabilities of
their Workday systems.

How we are responding

Our strategy for growth includes
international expansion, to access

the large and growing base of
Workday customers across Europe
and particularly in the US, where over
70% of current Workday customers are
located. We also continue to increase
market share with existing Workday
customers, while growing our portfolia
of Workday products.

£2,706m

Digital Services
Addressable market'®

£2,706 million (2022: £1,919 million)
Example compstitors: Deloitte,
Capgemini, BJSS, Atos, Equal

Experts, NTT Data.

Now technologies creating
new opportunities

Technological advances continue to
open new possibilities in our markets.
For example, artificial intelligence,
machine learning, intelligent
automation and the rapid growth in
data all have the potential to change
the way that organisations operate and
deliver their products and services.

How we are responding

We believe new technologies could lead
to significant new revenue streams for
our business in the coming years. We
have a structured innovation process
for supporting the development of
new business concepts and revenue
streams. Our Data and Artificial
Intelligence proctice was the first
graduate of this process in 2019,
followed in 2020 by the Intelligent
Automation practice. The pace of their
growth emphasises the scale of the
opportunity in these areas.

We also invast in understanding
early-stage technology developments
through our research team. Current
areas of foresight and investigation
include ambient computing and
intelligence, smart environments and
places, and the ethical use of data and
Al ldeas from this rasearch will likely
form the next cohort of candidates for
our innovation process.

(3) Government Digitol Strategy: December 2013,

(4) TochMarkatView Digital Evolution Model.

(3) Fortuno Businoss inskghts.

(8) The size of the digital solutions morket in Central
(£1,496m), Health (£365m), Defence (E706m} ond
Police (£139m) sactars for FY23 according to
TechMarketView’s Digital Evolution Modal.

(7) Thisis an cstimate of tha sorvices markot where
Kainos is o Phose 1 portner.

(8) Estimated glabs) Workday automaoted testing
market.

]
£1,100m £625m
Workday Services Workday Products
Addressable market™ Addressable market®
£1,100 million (2022: £884 miltion} £625 million (2022 £410 million)
Example competitors: One Source Example competitors: Worksoft,
Virtual, Alight, Collaborative Solutions. Tumkey, CloudBera.
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What we do

WE PROVIDE
SOPHISTICATED IT
SERVICES TO MAJOR
PUBLIC SECTOR,
COMMERCIAL AND
HEALTHCARE CUSTOMERS.

Our Digital Services engagements

are often large and complex and
represent critical projects for our
customers. Projects in the Driver and
Vehicle Standards Agency, Companies
House and Food Standards Agency are
excellant examples of projects that are
viewed as port of the UK's national IT
infrostructure.

OUR VALUEgs.

1

WHO WE ARE

We are a UK-headquartered
IT provider with expertise

across three divisions: Digito!

Services, Workday Services,

and Workday Products,

Qur purpose is to help our
customers with their most
challenging projects and,
together with our
partners, help them build
the capability to succeed
in the digitol age

Determined

Kalnos Annual report 2023

In our Workday Services projects, we
help forward-thinking organisations
deploy Workday'’s software to organise
their stoff efficiently and support their
financial reporting requirements. These
customers are often large and operate
internationally, which is why we have
our teams bosed in 22 countries.

The products created by our Workday
Products team complement Workday's
innovative Finance, HR and Planning
suite. We deploy our products to help
customers safeguard their Workday
systems.
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1

How we operate

Digital Services

We win new public sector and
healthcare projects primorily because
of our successful track record and is
focilitated by our pasition on major
frameworks®™, for example, the Digitol
Outcomes and Specialisms (DOS)
framework. We are the most successful
supplier on DOS, having delivered 37%
more services than the number two
supplier, as measured over the last
three years™®.

In the commercial sector, we benefit
from our practitioner-led sales teams,
who have o deep understanding of what
we can deliver for customers. As a result
of our expertise, we are relied on by
partners such as Amazon Web Services
(AWS) and Microsoft to help solve
complex client challenges.

Having secured a project, we focus

on service design and then build, test
and implement the solution. This is
often done at pace, where timescales
can be short, often ranging from six to
nine months. Major transformational
projects have multiple stages, with core
functionality rolled out first, then further
stages to build on that functionality or
to add follow-on services. Projects can
therefore generate revenue quickly and
over mony years.

Once we secure an initial piece of work
for a customer, we tend to generate
high levels of repeat business across
multiple parts of their organisation as
we earn their trust by demonstrating
our ability to solve their problems.

Workday Services

Workdoy olways contracts directly

with its end customer following o sales
campaign. During that sales campaign,
Workdoy will typically recommend a
shortlist of possible consulting partners
to the client who will then undertake
the project directly with the customer.
Globally, there are 49 Workdoy
implementation partners.

We are usually recommended because
of our internctional presence, or
because of our deep knowledge in
Workday modules such gs HCM,
Financials, Planning or Extend.

In addition to acquiring new Workday
customers, we may also secure work
from existing Workday customers,
who want to switch from their current
partner when implementing the next
phase of their system,

Workdoy is comprised of an extensive
range of modules, providing different
functionality. Most customers begin
with the Financial, the Planning or the
HCM (HR) modules, then add further
modules over time. Winning 0 customer
therefore often generates a multi-yeor
revenue stream.

Workday Products

Woe gain our product customers through
@ combination of outbound marketing
activities, in-parson events and referrals
from existing Workday Services and
Workday Products customaers. Typically,
a customer will toke multiple products
over time and because our customer
satisfaction remoins very high, our Net
Revenue Retention {NRR) is over 100%.

Our Workday Products contracts are
always direct with the end customer,
which allows us to control commercial
arrongements, understond the quality
of our customer service ond it also helps
inform our future product roadmap.

Our commercial model

in both Digital Services ond Workday
Services, we primarily charge clients

on o time and materials basis for
consultancy services. Fees are typically
charged monthly for work completed.

Within our Workdoy Products division
our revenue is derived from charging
for our own proprietary software. These
revenue streaoms relate primarily to our
existing cloud-based Saa$ solutions,
Smart Test {(automated testing), Smart
Audit (compliance monitoring} and
Smart Shield {(dato masking), although
we anticipate there will be additional
products of this type in the future.

All products have contracts that aore
typically three yeors in duration, with

o subscription fee charged annuolly in
advance.

Our sources of competitive
advantage

Our people

Our people are the key to our success.
We hire the very best experienced
talent and bring in young people with
potential from school or university.

By investing in their leorning and
development and providing interesting
and challenging work on projects that
are often of national importance, we
help them to excel. We have a very

low attrition rate, which means many
people choose to stay and develop their
careers at Kainos.

Qur reputation

We have a strong reputation in our
markets, bosed on a long track record
of successful delivery for our customers.
This reputotion is critical for winning
new work and for attrocting the talent
we need to grow. This is demonstrated
in Digital Services, as noted earlier, by
being the most successful supplier on
the government DOS framework. In our
Workday Services division, we are the

(9) During FY23, we wers active on 10 fromeworks,
inchuding Digital Ot and Speciall
G+Cloud and Technology Services.

(10) Cumulative spend on DOS Lot 1 (Outcomes),
FY21-FY23. 1. Kainos - £264.6m, 2 Capgemini -
£192.5m, 3.Deloitta - £1329m, 4.8USS - £130.3m,
$. Cognizant - £100.3m.

For more information on the performonce
of our three divisions pages 18 to 20
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OUR BUSINESS MODEL CONTINUED

leading partner in Europe, consistently
receiving emphatic feedback on our
high levels of customer service.

Our customoer relotionships

We look for customers who want a
partner who can add value to their
business, and who are more interested
in the long-term cost of ownership
rather than the lowest possible
up-front price.

In the public ond heglthcare sectors,

we tend to work with the departments
and agencies which hove o large
portfolio of transformotion projects.
These projects are, in turn, supported by
significant budgets, since o multi-year
transformaotion project is typicolly up to
£30 million in value, while mora complex
projects can exceed £100 million. Qur
Workday customers range from SMEs
to some of the world’s largest and most
recognisable brands. i

We survey our customers for feedback
on our performance every six months.
This feedback tells us that we achieve
best-in-class customer sarvice, with
99% of our customers rating our service
as good or better. This underpins our
repect revenue, with over 90% of our
revenue each year coming from existing
customers.

Our partner refationghips

We have an excellent relationship with
Woerkday, having been a portner since
20M and we have supported Workday's
global expansion, implementing their
software plotform for clients across the
world. At the same time, we have builta
high-growth internctional business with
revenues of more than £150 million.

We feel the same sense of excitement
with our partnerships with Microsoft
and AWS. With over 80% of the world‘s
IT expenditure still entrenched in on-
premise technology, there is significant

work to transform organisations to
being cloud-enabled. We have been
working closely with these market-
leading vendors for several years and in
addition to our delivery excellence we
are positioned as thought leaders.

Our intellectual preperty

We hove o ronge of propristary
products, such as Smart Test, Smart
Audit and Smart Shield for Workday,
and we continue to invest in extending
the capahilities of these products.

Our innovation and research activities
also focus on the application of

new technology such as artificial
intelligence, machine learning and
automation and we are already
delivering engagements in these areas.

The value we create

We create a broad ronge of financial
ond non-financial value for our
stokeholders.

For our people

We provide rewarding, well-paid
employment in a dynamic environment,
where people can work with ¢ollaagues
who are often world-class in their fields.
As we grow, we create new opportunities
for our people to grow with us.

For our customers

We help our customers to improve their
services, save money and manage their
organisation more effectively.

For our partners

We support Workday’s business growth
by successfully implementing its system
for its customers. Similarly, we also
generate growing volumaes of business
for our partners Microsoft and AWS,

For our sharcholders

Rapidly growing revenue and profits,
strong cash flow and a capital-light
business model support our ability to
generate high returns, invest for further
growth ond pay an attractive dividend
to shargholders.

For society

As o rapidly expanding creator of
skilled, highly paid work, we generate
tax revenues that support public
services. At the same time, we help NHS
and public sector customers to make
the best use of taxpayers' money by
helping them replace ageing, inefficient,
manually intensive systems with cost-
effective modern digital services that
are rapidly becoming the preferred
interaction channel for citizens and
patients.

From an environmental perspective, we
are delighted to be carbon neutral since
2021 ond we are on schedule to achieve
our ambition of being carbon net zero
by 2025. We neutralise our emissions
through a mixture of offsetting and
removal projects.

Beyond our climate-reiated
commitments, we are proud of our
track record in being a responsible
organisation. This includes the
above activities os well as our work
in supporting our communities, with
strong graduate and school-leaver
recruitment, and our outreach
programmes which since 2015 have
benefited over 7,000 young people,
including 1,800 young people and those
with special educational needs in the
past 12 months.

More details are contained within the
Environmental, Social and Governance
(ESG) section of this report.

For more information on our
stakeholders see poges 42 to 46




Kainos Annual report 2023

OUR STRATEGY

We are a growth-orientated business
ond while we are always confident of
growing our market share in subdued
morkets, we naturally orientote towards
higher growth, dynamic markets. It

is in these markets where the talents

of our people shine the brightest

and opportunities for growth ore the
strongest.

Our ambition is to be a global,
independent company operating
towards the disruptive end of
technology, that will thrive not just
today, but for generations. In building
for the long-term, we aspire to provide
our people with rewarding and fulfilling
long-term careers.

People

The fundamental component of our
strategy is our people. Our business is
successful because of the talent, skill
and motivation of our colleagues as
they deliver on commitments to
internal and external customers.

Woe will add to our existing talented
workforce by recruiting high calibre
people from schoagl, college and
industry; we will continue to invest in
developing their skills and careers; ond
we will continue to strive to be a great
employer.

9 Financiol KPI
© Non financial KP)

As part of this ambition, we believe
that we can achieve sustained growth
in terms of revenue, adjusted pre-tax
profit and cash flow.

We have, deliberotely, developed

from o national to an internationo!
organisation, both internally and in the
customers and markets that we serve.
We expect our international presence
to continue to expand in terms of
locations, people and customers.

It is our preference to grow organically;
we will undertake acquisitions only in

exceptional circumstances, for instance,

where we need to obtain unique skilis.

Progressin FY23

® Headcount increased by 298,to a
total of 2,990 colleagues (2022: 2,692).
This included 184 early careers
colleagues.

O Invested over 18,000 days of technical
and skills development in our people.

13

We also look to ensure that we have a
well-balanced business, which is not
overly reliont on any one customer,
market or sector. This occasionally
requires us to prioritise smaller, early-
stage opportunities chead of established
market growth. We are comfortable with
taking this long-term view.

Priorities for FY24

O Maintoin high standards when
recruiting new applicants.

® Ongoing investment in skills and
career development of all colleagues
in Kainos.

 Employee retantion increased to 88%.

( we were ranked in the 'SO Best Ploces
to Work in the UK’ by Glassdoor.

() As measured through Workday
Peakon, we hove maintained high
lovels of employee engagement (81%),
oand high ratings for diversity and
inclusion (D&} (84%} and wellbeing
(78%).

Q Maintain our high levels of employee
retention (achieve over 85%).

e Maintain or improve our scores for
employee engagement, D&l ond
wellbeing.

O Involved over 1,800 young people and
those from under-represented groups
in our outreach programmes.

© Continue to inspire and educate
young people and those from under-
represented groups for potential
careers in IT.

The three key pillars
of our strategy

Markets

2

People

1

|
¥ Customers
|

3
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OUR STRATEGY CONTINUED

Markets

Digital Services
Our focus is to:

¢ continue to grow within the public
and healthcare sectors, being

engaged In ambitious transformation

projects across UK Government and
the NHS;

« repeat our digital transformation
success within the UK commercial
sector, with a focus on financial
services; and

« expand internationally, focused
initially within Germany and Canada
where we already hove established
delivery teams, have built business
development expertise and have an
existing Workday Services and
Products client base.

Progress in FY23

e Public sector revenues increased by
26% to £137.0 million (2022: £108.4
million).

£ ] Following the easing of pandemic-
related spending, healthcare revenues
decreased by 25% to £49.7 million
(2022: £66.3 million).

Priorities for FY24

9 Grow our business in both sectors,
supporting existing clients and
projects, and adding new long-
term clients in line with our delivery
capacity.

@ Commercial sector revenues
increased by 51% to £37.8 million
(2022: £25.1 miillion).

O Continue to build reputation and
references in the sector to maintain
our accelerated growth.

9 International revenues from Central
Europe and North America increased
by 75% to £8.6 million (2022:£5.5
million).

O Continue to build reputation and
references within both regions.

O Refine sales and marketing approach
as market penetration increases.

O Build in-region delivery capability in
line with success.

Workday Services
Our focus is te:

« continue to grow in our existing,
established markets as Workday
continues to expand within thase
markets;

« gain market share, replacing
incumbent providers to existing
Workday customers through a
reputation for higher service levels;
and

expand internationolly, establishing
operations in countries with large
and growing numbers of Workday
customers.

@ workday Services revenues
increased by 49% to £105.7 million
(2022: £70.9 million).

€ Maintain growth trajectory in all
regions, supporting existing clients and
projects, and adding new long-term
clients in line with capacity.

® we were appointed by 40+
customers where earlier phases of
the project were undertaken by a
different portner.

O Continue to excel in customer service.

@ international revenues increased by
60% to £81.1 million (2022: £50.7
million).

© Achieved Workday Phase 1 Prime
Partner stotus in US, the largest
market for Workday consulting
services globally.

@ Maintain growth trajectory in all
regions, in particular develop the
Phase 1 opportunity in the US market.

Workday Products
Qur focus is to:

« increase the humber of Workday’s
customers who use our software;

« ensure high levels of customer
satisfaction driving strong Net
Revenue Retention (NRR); and

« invest In our existing products, and
develop additional products within
the Workday ecosystem, where our
blend of software skills and Workdoy
expeorience makes us uniquely
positioned.

G Qur customer numbers increased,
with 350+ customers using Smart Test,
70+ using Smart Audit and 40+ using
Smart Shield.

O Revenues increased by 40% to £44.7
million (2022: £31.9 million).

© increase the total number of customers
using our software.

® Increase the adoption of multiple
products by each customer.

O NRRis over 100%, driven by customer
satisfaction levels of 99%.

O Maintain our high levels of customer
satisfaction.

® We successfully iounched Smart
Shield (August 2022).

@ Overall investment, spanning product
development and sales & marketing,
increased by 88% to £19.9 million
(2022: £10.6 million).

Q Ensure that customer adoption and
revenues reflect the very strong
increase in investment.

€ Develop and launch one new product.
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Customers Progress in FY23

0 Customer satisfaction levels recorded
Qas 99% (2022: 98%).

Our business model is based on the
conviction that by delivering
consistently to our customers we will
build long-lasting, mutually beneficial
relationships that will see us thrive as a
business.

@ Net revenue retention recorded as
126% (2022: 134%).

These relationships are built on our
reputation for delivery and exemplary
customer sarvice. By being responsive
to and supportive of our customers’
complex and changing business needs,
we reinforce the strength of our
relationships.

Therefore, our purpose is to help our
customers with their most challenging
projects and, together with our
partners, help them build the capability
to succeed in the digitat age.

New opportunities Progress in FY23

In addition to the investment we make @ Our practices continued to grow in
in our Workday Products, our focus also
includes: £41.9 million (2022: £28.5 million) an
increase of 47%, and with 360
colleagues involved in the three areas
(2022: 305).

« continue to invest in our Cloud
{launched 2017), Data and Artificial
Intelligence (2019) ond Intelligent

scale, achieving combined revenues of

15

G Financiol KP)
© Non financial KPI

Priorities for FY24

@ Maintain high levels of customer
satisfaction, resulting in high levels of
net revenue retention.

Priorities for FY24

@ Mointain growth trajectory, embedding
our new activities across several of our
digital transformation projects.

€ Monage investment levels in line with
total ‘new opportunities’ investments.

Autornation (2020) practices, further
building copability and creating
international, high-growth
businesses;

© Our innovation process evaluated
several new ideas, however none were
approved for further investment.

through our innovation process,
identify and promote ideas that have
the potential to become sizeable
revenue streams in the future.

© Increase the number of submissions to
the innovation process.

performance indicators see pages 52 to SD

( For more information on our key
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OPERATIONAL REVIEW

“OUR HIGH LEVELS OF
ACTIVITY WITH OUR
CUSTOMERS HAVE
TRANSLATED INTO
AN EXCELLENT SET
OF RESULTS FOR OUR
FINANCIAL YEAR.”

Kainos and DVSA have been in
partnership for neorly ten years, ond
have developed multiple award-winning
solutions together, encompassing cloud,
digital transformation and Artificiol

Intelligence across the MOT scheme, the
practical driving test, and the driving
theory test.

For the past year, we have focused on
bringing to life the future of sofe driving,

Our overall performance

The level of digital transformation
undertaken by ambitious organisations
continues to increase as the industry
enters its second decade. Our
established track record in guiding
and supporting customers to deliver
their large-scale digital transformation
programmes, os they respond to

the chonging demands in their
organisations, continues to provide the
bedrock for our own growth.

Our high levels of activity with our
customers have translated into an
excellent set of results for our financial
year.

Revenue for the year grew by 24% (20%
ccy) to £374.8 miillion (2022: £302.6
million) with adjusted pre-tax profit!™
increasing by 15% (increased 4% ccy)
to £67.6 million (2022: £58.8 million).
Adjusted pre-tax profit would have
been ¢.£6.1 million lower under constant
currency exchange rates.

In line with our previous guidance,

we have increased investment in our
software products, representing o total
of £9.3 million. Research & development
investment increased to £9.1 million
(2022: £6.0 million) and our product-
related sales & marketing investment
increased to £10.8 million (2022: £4.6
million).

Our sales performance underlines

our success in winning business -
extensions to existing contracts,
additional projects placed by existing
customers and winning new customers.
Bookings for the year increased by

investigoting the impact of emerging
technologies and the opportunities
they offer to services that have barely
chonged in nearly 100 years.

We have trialled virtual reality for the
hazard perception test, a key part of o
driver's learning journey, and focused
on making the experience of bhooking
the test more cccessible and equitable
for oll users. Using machine learning,

22% (20% ccy) to £427.8 million (2022
£349.8 million), which resulted in 0 24%
increase in the contracted backlog to
£322.9 million (2022: £259.7 million).

As at 31 March 2023, we had a very
strong cosh balance of £108.3 million
(2022: £76.6 million), representing 104%
cash conversion (2022: 83%).

OQur people

We are clear that our success is driven
by the ability, energy and expertise of
the people in Kainos.

Since last year, our headcount has
grown by 298 to 2,990 people (2022:
2,692). Of our colleagues, 7% are
controctors (2022: 12%). By region, UK &
Ireland increased to 2130 people {(+190),
Central Europe increosed to 465 people
(+50) and the Americas increased to 395
people (+58).

Our employee engagement levels
remain high. We now utilise Workday
Peakon to continuously assess
employee engagement and have
achieved a rating of 81%. For the second
consecutive year, we were awarded ‘50
Best Places to Work For in the UK’ by
Glassdoor, the online career community.

During the year, 88% of our colleagues
made the choice to stay and develop
their career within Kainos (2022:

86%). For much of the year, the global
shortage of digital skills created
recruitment and retention challenges,
however these eased during the lost
weeks of the financial year.

we helped to identify fraud throughout
the MOT test network and crected

an intelligent risk ratings tool to help
DVSA identify potential fraudulent test
centres.

Kainos remains ¢ key innovation partner
to DVSA, moking the roads safer for
millions of people ocross the UK.

(11) The Financial Reviaw section includes
reconciliati b djusted pre-tax
profit end profit before tax numbers.
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OPERATIONAL REVIEW CONTINUED

Our customers

We believe that by delivering
consistently to our customers we
build long-term relationships. This is a
perspective shared by our customers,
who continue to hove a very positive
view of our performance - 99% of
respondents to our customer surveys
rated our service as ‘good’ or above
(2022: 98%).

Existing customers continue to trust

us to deliver their most chollenging
projects, and this is reflected in our
revenues, with 90% of revenues coming
from our existing clients (2022: 88%). We
have also gained new customers during
the year, and we now work with 821
customers (2022; 731).

From a sector perspective we have a
waell-diversified business, with 50% of
our revenues from commercial clients
(2022: 1%}, 37% from public sector
organisations {2022: 37%), and 13% from
healthcare customers (2022: 22%).

Our international client bose has

also expaonded and as o result our
international revenues have grown by
52% to £132.0 million (2022: £87.0 million).
Regionally, UK & Ireland accounts for
65% of our business (2022: 71%), North
America for 25% (2022: 19%), Central
Europe for 9% (2022: 9%), with the rest of
the world representing 1% (2022: 1%).

Digital Services performance

Qur Digital Services division builds
solutions that are highly cost-effective
and make public-facing services more
accessible and easier to use for the
citizen, patient and customer.

Digital Services performance

l 2022 1998 i

Revenues grew by 12% (12% ccy) to
£224.4 million (2022: £199.8 million).
Bookings, at £238.2 million (2022:

£215.0 million), represented an increase
of 11% (11% ccy) ond os a result,
contracted backlog increased by 6% to
£140.9 million (2022: £132.7 million).

During the year our healthcare revenues
decreased as pandemic-reloted
expenditure reduced. With strong
opportunities in both the public sector
and commercial sector we reallocated

o number of teams to projects in these
larger sectors.

Overall, public sector now represents
61% of divisional revenues (2022:
54%), healthcare 22% (2022: 33%) ond
commercial sector 17% (2022: 13%).

Public soctor

Our public sector customers have
remainad committed to their digital
transformotion progrommes and
they remain ombitious in the scope
of services that they wish to digitise,
which is underpinned by a new digital
transformation policy which outlines
50 of 75 services to be digitised by 2025.
As g result of this commitment, our
revenues increased by 26% to

£137.0 million (2022: £108.4 million).

Within central government, we continue
to consolidate our strong position
across key accounts, securing new
contracts to deliver digital programmes
in Driver and Vehicle Standards

Agancy and Foreign Commonwealth

& Development Office. Beyond our
existing accounts, we are also delivering
projects with new areas, in Defence
(Defence Science & Technology
Laboratory - Artificial Intelligence
Delivery Partner) and the Mayor’s Office
for Policing {(Cloud Migration Partner).

|2022 215.0 i

Commercia) sector

In the UK, the commercial sector total
expenditure on IT is over three times
that of the public sector. While this
represents significant opportunity,

to increose our likelihood of success,
we have initiolly chosen to focus our
activity on financial services customers.

Like all lorge organisations post-
pandemic, those within banking and
insurance are increasing their levels of
investment in digital transformation. This,
coupled with our growing references in
the sector, has driven a rapid increase in
activity as we have helped established
customers like Nets Group and New
Ireland and new customers such as
Investment Management Corporation of
Ontario (IMCO), Danske Bank and Allied
Irish Bank. ‘

Reflecting these higher activity
levels, our revenues increased 51% to
£37.8 million (2022: £251 million).

Healthcare sector
As flagged in our Novermber update, our
healthcare revenues reduced during the
vear to £49.7 million (2022: £66.3 million),
a reduction of 25%.

The reduction in revenue is largely
attributoble to the easing of pondemic-
reloted spending, githough the merging
of our customers NHS Digital and

NHS X to form NHS England’s new
Transformation Directorate has also
had an impact.

More positively, excluding pandemic-
reloted expenditure, our healthcare
revénues have been rising steadily,
increasing by 85% from £19.4 million

in 2018 to current levels. This year,

our customers have included the
Department for Health and Care Wales,
where we delivered their Patient App,
Genomics England and Our Future
Heaith.

——
2023 1409
2022 1327

Revenue (m)
grew by 12%

Bookings {(m)
grew by 11%

Contracted backlog (m)
grew by 6%
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Intermational expansion outside

of UK and lrelond

With the UK as on early adopter of
digital transformation, we believe that
there is a significant opportunity to
replicote our home market success
internationally. Our initiol focus is
primarily on commerciol customers

in Germany ond Switzerland, with
organisations such os Hello Fresh and
Nets Group and in the commercial and
public sector in Canadao with IMCO and
Government of Canada.

Our international revenues are reported
in the figures in the sectors listed above,
but for clarity, international revenues for
the division have increased by 75% to
£9.6 million (2022 £5.5 million).

Digital Services outlook

Wa remain extremely positive about
the future of digitisation in the UK
public sector both immediately and
over the long-term. We are confident
that based upon our strong reputation
and successful track record, we are well
positioned to mointain a central role in
this tronsformaotion drive.

The digitisation pressures and
opportunities within the commercial
sector are similar, and therefore the
growth prospects for us are substantial.
Qur progress in the past eighteen
months provides confidence that

we will deliver significant growth in the
years ahead.

We are similarly optimistic about the
international opportunity, utilising

the skills and expertise goined os

a leading digital transformation
specialist in the UK and focusing on
international regions where we already
have established delivery teams, sales
expertise and a strong Workdoy client
base.

Workday Services performance
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Workday Services performance

Revenue for the year grew by 49%

(40% ccy) to £105.7 miillion (2022: £70.9
million); contracted backlog increased
by 42% to £72.8 million (2022: £51.1
million); and bookings increosed by 56%
(50% ccy) to £121.7 miillion (2022: £782
million).

The number of accredited Workday
consultants ot Kainos increased by 27%
to 808 (2022: 638).

Hoving first engaged with Workday

in 2011, we are now one of their most
experienced partners. We are the

only speciolist Workday partner
headquartered in the UK and one of
only 49 partners globally accredited to
implement Workday’s innovative SaoS
platform.

From our initial strong bose in UK &
Ireland, we expanded internationally

- into Northern ond Centrol Europs

in 2015 and into the North American
market in 2018. Within Europe, we are
the leading Workday partner - this
leadership position is the result of high
satisfaction lavels within our customer
base, coupled with our geographic
expansion in the region. Qur Europeon
customers, including those in the UK &
Ireland, generated 47% of total revenue
(2022: 57%).

A similar focus on customer success in
our North American market has resulted
in our appointment, in mid-2022, as a
Phase 1 Prime partner for the US market
— which remains the largest market
globally for Workday services. Qur North
American customers generated $3% of
total revenue (2022; 43%).
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In addition to the delivery of Workday
for new customers, we are increasingly
involved in supporting customers
already live on the Workdaoy platform.
We describe this annuity-style revenue
stream as Post Deployment Services.

Workday Extend

Alongside these typical consulting
activities, there is a growing opportunity
linked to Workday Extend, Workday's
Piatform-as-a-Service offering

which became generally available to
customers in May 2020. Kdinos has
been part of the Workday Extend early
adopter programme since 2017,

Workdoy Extend allows organisations

to build additional, specialised
functionality on the Workday platform
to further enhance customers’ Workday
deployment. As axperts in Workday
Extend, we have heiped organisations
such as Universal Music Group, Groupon
and Cardinal Health build Workdoy
Extend opplications specific to their
requirements.

Workduay Services outlook

Qur strong performance provides
further evidence of the strength of the
Workday market. With Workday's main
competitors, Oracle ond SAP, soon to
mark 50 years in the ERP market, we
believe that Workday's more innovative
product suite can continue to gain
significant market share for many yeors
to come. This is reflected in Workday
Inc’s bold target of achieving $10 billion
revenue by 2026'@, up from ¢.$6 billion
todoy.

In addition, we believe thot we can
outpace this rapid market growth by
continuing our international expansion,
especially within the US market, and

by reploacing other Workdoy partners

in engagements where they are
underserving their customers.

{12) Workday, Inc.

2023 1217

m

[2022 78.2|
Revenue (m) Bookings (m) Contracted backlog {m)
grew by 49% grew by 56% grew by 42%
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Workday Products performance

Our Workdoy Products revenue
increosed by 40% (26% ccy) to £44.7
million (2022: £31.9 million); the Annual
Recurring Revenue was £47.9 million
(2022: £34.3 million), an increase of
40% (33% ccy) ond backlog increased
by 44% to £109.3 million (2022: £75.9
million).

Workday is o comprehensive SaaS
plotform, but we hove identified
opportunities to develop our

own softwore products that are
complementary to the platform and
that enable customers to further
Increase the benefit thot they con
realise from their investment in
workdoy.

In 2014, Kainos launched Smart Test
which is used by organisations to
automaticolly verify their Workday
configurations. Smart Test is used by
over 350 global enterprise customers,
including Salesforce, Copital One and
Whole Foods.

Our second product, Smart Audit,
become generally available in August
2021 and has already been deployed
to over 70 customers including Chanel,
Arcbest and QBE Insurance. Smart
Audit is o compliance monitoring tool
that ollows Workday customers to
maintoin operationol security controls
across their Workdoy environments.

Workday Products performance

STRATEGIC REPORT

Everyday hundreds of thousands of
sensitive employee-reloted documents
are generated, signed, uploaded

and stored in large multi-national
organisations that use Workdoy. But

a lack of a notive, globally scaloble
employee document management
{EDM) function has resulted in
organisations using third-party
solutions, creuting poor employee

Our pre-built controls focus on
safeguarding against Segregation
of Duties conflicts, providing robust
Privileged Access Controls and
protecting Personal end Sensitive
employee data.

In August 2022, we launched our third
product, Smart Shield, a data-masking
tool that can easily and seamlessly
mask sensitive data without impacting
the Workday user experience. It ensures
that sensitive dota remains controlled
when Workday environments are made
available to broader internal or external
teams, for instonce, during support

and maintenance activities, or for
ongoing internal Workday training and
onboarding programmes. Although just
released, Smart Shield is now used by
over 40 customers, including
Motch.com and LKAB.

Workday Extond

In addition to the consulting services
opportunity linked to Workday Extend,
and described in the previous saction,
the platform provides us further
opportunity to build products that are
embedded inside Workday. During 2023
we have developed 0 new product,
Employee Document Management,to
help customers manage and simplify
the full lifecycle of employee documents.
Atthough not yet generally available,

it is gaining traction with Workday
customers.

Kainos Annual report 2023

experience, complionce issues, and
inefficient processcs.

In 2021, one of our European customers
foced similar challenges, with
documents held in SharePoint, SAP, and
filing cabinets. Through o roundtable
conversation convened by Kainos, we
explored the client's need to deliver

an employee document managerment
function that would enhance user

Workday Products outiook

For our existing Workday products, our
growth will be powered by the increase
in Workday clients and by higher
penetration of our products into the
Workday client base.

We believe that we are well positioned
to identify and develop additional
products for the Workday ecosystem.
Our growth will initially be determined
by the product-market fit of our new
products, followed by the penetration
into the Workdoy client base.

2022 31.9 2022 34.3 2022 759
Revenue {m) Annual recurring revenue {m) Backloeg (m)
grew by 40% grew by 40% grew by 44%
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experience as well as delivering
compliance and automation at scole.

We leveraged the power of Workday
Extend to design and build o solution
which we launched at Workday's EU
Rising conference in November 2022,
In December, our first client went

live with Kainos Employee Document
Management across 11 countries in

EMEA and North America, enabling
15,000 employeges to access all their
documents inside Workday.

The response to Kainos EDM has
been extraordinary with dozens of
orgonisations expressing interest,
and we hove gone live with five more
customers over the post year.
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OPERATIONAL REVIEW CONTINUED

Innovation, research and
dovelopment

Successful businesses continue to
challenge themselves and we are

keen to improve our existing offerings,
develop new business ideas and assess
business and technology concepts that
are likely to impact our clients in the
future.

Including our product investment, our
research and development expenditure
for the year amounted to £9.1 million
(2022: £6.2 million), which was wholly
expensed in the year.

Innovation framework

We take the view that our people, who
are often deeply engaged with our
customers, are best placed to identify
interesting problems. To support them,
we have developed an innovation
fromework that is used across Kainos
and comprises a body of knowledge,
tools, methods and approaches for
innovoting, ond processes to develop
opportunities ond ideas.

o) Spark & Scole

Wae c¢reate the conditions for our

staff to identify interesting problems
(finding the Spark) and support the
development of ideas from conception
through to launch (creating the Scale).
This can range from applying cutting-
edge technologies to existing customer
problems, to identifying and testing a
potential partnership or g new business
offering.

Our dedicated innovation services
team are on hand to explore the ideo,
developing an informed judgement

of its early commerciol potential. The
Spork & Scale process is typically on
investment of up to 20 days, with some
external expenditure.

b) Proctice Incubator

Through our dedicated incubotor,

we accelerate the creation of new
practices, which focus on bringing new
technologies to customers through
dedicated, highly skilted practitioners.
Proposals for new practices are
evaluated by a panel composed

of experienced Kainos leaders. If
successful, new practices are given o
formal investment package, typically
composed of development time,
specialist recruitment and external
expenditure,

For example, our Intelligent Automation
practice, groduated from this process
and was launched in August 2020.

The team, now 32 peopls, including
externally recruited experts, has
allowed us to undertake small, focused
engogements for existing and new
clients. We have every belief that our
Intelligent Automation practice will
follow the success of our Dota and
Artificial Intelligence practice, which is
now over 120 specialists.

¢) Technical and market research
To support innovation activities and
strategic decision making ocross
Kainos, we have invested in a team
dedicated to technical and market
research. The teom's activities include
providing foresight and research into
emerging technologies, interpreting
developing trends and identifying
market insights.

“WE TAKE THE VIEW THAT OUR
PEOPLE, WHO ARE OFTEN
DEEPLY ENGAGED WITH OUR
CUSTOMERS, ARE BEST PLACED
TO IDENTIFY INTERESTING
PROBLEMS.”

£9.1m

Research and devalopment
aexpenditure, including product
Investment

(2022: £6.2 million)
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The team is continuing research into:
the advances of machine learning and
Al, such os reinforcement learning;
sustainability, including green
technology and applying sustainable
models to our services; fog, edge and
distributed systems for the creation

of smart environments, devices and
ploces; the ethical use of data and

Al; advances and emerging concepts
in the development of healthcare
technology; and a range of other
emerging concepts, including quantum
computing and ambient intelligence,
with a gool of understanding when they
should approach a level of maturity
and the impoct they will have on our
business and clients.

Partnerships

In addition to internally sourced ideas,
we nurture relationships with o broad
network of partner organisations. We
are active in start-up ecosystems,
working with entrepraneurial young
companies, Our people menter and
support their teams, helping to increase
success prospects for their business,
and with the aspiration of identifying
and developing joint commercial
opportunities.

We also work with academic research
partners and leading industry
organisations, such as the Turing
Institute, Digital Catapult and the
Institution of Engineering ond
Technology as well os working with our
strategic partners on further-from-
market technology and research.

Close-to-customer innovation
Technology continues to develop at
pace, and we look to continuously
improve our delivery approach for

our customers. These improvements
reflect our most recent experience in
delivering projects, as well as using the
improvements in the platforms from
Workday, Microsoft, AWS, Ul Path, and
other partners.

“"THROUGH OUR DEDICATED
INCUBATOR, WE ACCELERATE
THE CREATION OF NEW
PRACTICES, WHICH FOCUS ON
BRINGING NEW TECHNOLOGIES
TO CUSTOMERS THRQUGH
DEDICATED, HIGHLY SKILLED
PRACTITIONERS.”

23

Within Digital Services, our continued
investment mokes us leaders in cloud
native software and data engineering,
delivering technology, practices ond
principles that enable our customers to
achieve long-term success with digital
ond dota transformation. Through

our Digital Advisory Practice, we work
on customer innovation, bringing our
leading technical expertise and wide
network of partners to bear on real-
world problems, quickly delivering value
for users.

Workday frequently releases software
and functionality updates for their
platform, and we ensure that these
latest developments are reflected in our
delivery approach and methodology. We
also assess new modules, particularly
Workday Extend, which allows
customers to add unique functionality
to their Workday system.

Read our innovation cose studies
on pages 16, 20, 24 and 34
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OUR ENVIRONMENTAL, SOCIAL AND GOVERNANCE

(ESG) COMMITMENTS

"IN ADDITION TO OUR
OWN OPERATIONS, WE
AIM TO MAKE A WIDER
IMPACT BY HELPING OUR
CUSTOMERS, EMPLOYEES
AND SUPPLIERS TO
ACHIEVE THEIR OWN LOW
CARBON FUTURES."

The last few years have seen Kainos
invest in new proctices focused on
Intelligent Automation and Artificial
Intelligence, which now have a combined
headcount of more than 150 people.

One of the areas we are now focusing
on is green software, developing
sustainable models for the services we
deliver to customers. And we are looking
ot ways of applying new technology

Introduction

We hove used the UN Sustainability
Development Goals (SDGs) as a
framework to ossess ond guide our
efforts as o responsible company.
Specifically, we have focused on five
SDGs: Quality Education, Gender
Equality, Reduced Inequalities, Good
Health ond Wellbeing and Climate
Action.

We are proud of our track record of
being a responsible business and we
are pleased to record further progress
in this report, particularly our ongoing
status as a carbon neutrol business.

We are delighted thot our employees
are also shareholders. Every year, we
gift shares to employees, and we also
operate a save-as-you-earn shared-
bosed scheme”. During the year we
allocated 1,217,521 shares under all

our share schemes, bringing the total
allocated since 2015 to 1,147,073 shares.

to use our scarce resources hetter.

For example, software can be used to
make systems smarter to optimise our
consumption of energy, presenting new
opportunities for software suppliers to
innovate.

We have created a Cloud Carbon
Calculator which enables us to caleulate
the carbon emissions soved as o result
of migroting from local date centres

Responsibilities

The Kainos Board hos nominated the
following Directors to oversee ESG
activities within the Company:

Environment: Chair, Tom Burnet,
supported by the CEQ, Brendan
Mooney.

Social: CEOQ, Brendan Mooney.
Governance: Senior Independent
Director, Andy Malpass.

Each Director regularly meets with the
appropriate internal teoms to ascertain
progress, set priorities and contribute to
the plans in each areo.

ond embracing cloud modernisation,
delivering startling reductions for
customers. Further work will be done to
colloborate with business ond technical
lecders to incorporate sustoinability into
our objectives and key results (OKRs),
software development lifecycle and
interncl operational measures.

(13} We operato thane-gifting schomes In UK, trsland, Polorxd and US
(trom 2022) and ho h eauhvak
our cthet locotions. At a closing shore price on 31 March 2023 of
1,382 pence, our FY23 aflocation is volued at £16 8 million.

nad
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ESG COMMITMENTS CONTINUED

Environmental: protecting and
restoring our planet

HAVING ACHIEVED CARBON
NEUTRALITYZ4 IN 2021, WE
REMAIN COMMITTED TO
BEING CARBON NET ZERO
BY 2025. OUR PROGRESS IS
ALSO REFLECTED IN QOUR
IMPROVED RATING WITH
THE CARBON DISCLOSURE
PROJECT (CDP), WITH OUR
RATING NOW ‘B’

In May 2022 we had our net zero Science
Based Targets initiative (SBTi) targets
confirmed (certificate KAIN-UNI-001-
OFF), where we have committed, to
reduce our Scope 1and 2 emissions by
70% on on absolute basis and Scope 3
emissions by 45% on an intensity basis
by 2026, using 2020 as our base year. We
have invested in a market-leading tool,
Watershed, to easily report progress
towards these torgets.

Building on our work this year, our
priorities for FY24 include carbon
reduction initiatives through
engagement with our suppliers, green
travel, education and awareness
activities ond increased understanding
of the positive carbon-reduction impact
our delivery work has on customers.

Environmental sustainability

Our focus is to ensure thot we
understand, manage and reduce the
harmful environmental impact of our
business activities. tn addition to our
own operations, we aim to make a
wider impact by helping our customers,
employees and suppliers to achieve
their own low carbon futures. For many
of ocur customers, our digital solutions
significantly reduce the carbon impact
of the ageing, inefficient and monually
intensive systems that we are replacing.

In our reporting, we adhere to the
Streamlined Energy and Carbon
Reporting Regulation (SECR), the
Task Force on Climate-related
Financial Disclosures (TCFD) and the
sustainability accounting standard
for the software & IT services sector
as defined by the Sustainability
Accounting Standards Board (SASB).

We confirm that we continue to comply
with all our environmental legal
requirements across all our activities.
This year there were zero breaches

of any environmental regulations
(2022: zero).
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Implementation of the TCFD framework
Qur focus during the year wos securing
offsetting projects to underpin our
carbon neutral status and ensuring
that we remain on track for achieving
carbon net zero by 2025.

Understanding our emissions and
setting reduction targets underpins our
carbon net zero ambition. We continue
to account for cur emissions in line with
the GHG Protocols and as part of our
SBTi commitments will reduce Scope
1and 2 GHG emissions by 70% on an
absolute basis and reduce Scope 3 GHG
emissions by 45% on an intensity basis
by FY26, using FY20 as our base year.

We completed our climate change
disclosure, for the third year using
COP. This platform aligns with TCFD
recommendations enabling us to
continue implementing the framework,
to support the reporting requirements
for TCFD.

Our disclosures, consistent with

the TCFD recommendations are
summarised in the following tables.
Further detaqil is available in this

year's submission to CDP'"S, alongside
our previous detailed disclosures.
Assessment of our former COP
submissions and related feedback have
taken ploce and we hove omended our
risk as nent processes to identify,
assess and respond to climote risks ond
opportunities.

O s

{14) Carbon noutral through hck ond
oft30ts from the voluntory merkat Not zoro by reducing
emissions in ine with tapets ond mesting grodually inmarket
remaols, Uransitioning fully in 2025.

{15) COP responses.
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Governance Priorities for FY24

a) Describe the Board’s oversight of Qur Board has decided that the process of identifying, assessing and responding

climate-related risks and opportunities. to risks posed by climate change should form part of the Group Risk Register
and be assessed, reviewed and monitored by the Audit Committee, who will raise
appropriate matters to the main Board.

Our risk management framework and governance structure is described in further
detail in the Risks and opportunities’ section of this report.

b) Describe management’s role in Environmentoal sustainability is 0 core focus for our business, with our CEO acting
assessing and managing climate- as the ultimate sponsor and responsible individual for our strategy. This creates
related risks and opportunities. continuity between operational and Board focus on this area.

Our Board Chair is the Non-Executive Director sponsor for climate-related issues.
Our Board has overall responsibility and accountability for the implementation
of our climate action strategy, its associated reduction of our carbon impact and
business opportunities.

Operational activities are led by our Executive Sponsor Stephan Sakowicz,
alongside a dedicated Environmental Lead responsible for the day-to-day
co-ordination with our Sustainability Group.

Management ensures that climate-related risks and opportunities are
appropriately reviewed and acted upon, including monitoring and documenting
progress towards mitigating octivities through our Enterprise Risk Register.

Carbon reduction initictives Fy24

« Engagement with our suppliers

« Green travel

« Education and awareness activities

« Increased understanding of our
impoct on customers
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ESG COMMITMENTS CONTINUED

Strategy Priorities for FY24

a) Deseribe the climate-related risks  Potential areas of rigsk

and opportunities that organisation While we hove placed ¢ high priority on reducing our climate impact and we believe
has identified over the short, medium that the likelihood of climate-related risks occurring as ‘moderate-to-major’, we
and long-term. have assessed the impact of these events on our business as being ‘moderate’.

Physical. Extreme weather events could result in domage to our office locations,
restrict business trove), disrupt cloud and internet connectivity providers, cause
regular interruption to power supply, or disruption to supply chains, for instance the
supply of laptops.

Transition. We could experience reputationol damage if we fail to meet our climate
targets; or the increased cost for carbon offsetting programmes may result in
odditional business cost.

Potential areas of opportunity

We use our Sustainability Group to assess potential opportunities in responding
to the climate crisis. Ideas are shared with our internal climate action community
(which has over 270 members) for feedback and further development.

Products and Services. There is the potential to help our customers achieve a lower
carbon future by moving their services to the cltoud or redesigning their services to
be more energy efficient.

Reputation. Enhanced reputation and business opportunity by being a sustainability
leader in the technology sector.

b) Describe the impact of elimate- Potential arcas of rigk
related risks and opportunities on the Using our enterprise risk framework, our initial assessment of the impact of climate-
organisotion’s businesses, strategy, reloted risk to our business is moderate.

and financial planning.
P 9 Our target of being a carbon net zero company by 2025, forms part of our

organisational strategy, and is identified as a key business objective towards
meeting our goals. .

Through our supplier ossessment process, we are addressing the climate risk
actions of our suppliers and looking for opportunities to better manage climate-
related risk. ‘

Following feedback from our SBTi submission {mid-2022), we have reviewed each of
the climate risks for materiality and updated our Risk Register accordingly.

Potential areas of opportunity

Given the significant reduction that well-designed digital services can have on the
carbon footprint of an organisation, we expect the demand for our climate-related
services to grow significantly in the years ahead.

The Carbon Calculator is one such example, which allows organisations to calculate
the cost and carbon reduction of moving services or data from on-premise settings
to cloud locations,

c) Describe the resilience of the We did not complete scenario planning for different climate-related scenarios this
organisation’s strotegy, taking into year. Based on our assessiment of TCFD, our Carbon Disclosure Project (CDP) report
consideration different climate- and feedback, and aur Net Zero Plan we believe we are aligned with a 1.5-degree
related scenarics, including o Paris commitment. For us, achieving our Science Based Target initiatives (SBTi} is

2-degree lower scenario. our priority.
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For more information on our risk factors
and uncertainties see pages 54 to $9

Risks Priorities for FY24

Our approach to assessing risks is described in more detail in ‘Risk factors and
uncertainties’ section of this report.

a) Describe the organisation’s
processes for identifying and

assessing climate-related risks. ; . .
We added the climate-reloted reputational risk, should we not act or act too slowly,

to our register in 2021, as a principal risk. All principal risks are overseen by our
Audit Committee, which assesses the material risks to our business and the plans
to mitigate and manage their potential impact. The impact of this risk as well as
the process for identifying and managing risk is detailed in the ‘Risk factors and
uncertainties’ section of this report.

In line with our overall approach, outlined in the ‘Risk factors and uncertainties’
section, we review our Risk Register twice each year, with further updates, where
required, provided to the Audit Committee. Climote-related risks are reviewed as
part of this process.

b) Describe the organisation’s
processes for managing climate-
related rigks.

¢) Describe how processes for The responsibility of identifying risks is allocated to the Executive and Leader teams
identifying, assessing, and managing within Kainos, which represents a community of over 80 of our most senior leaders.
climate- related risks are integrated
into the organisation’s overall risk
management.

Those risks that are assessed as significant ore allocoted a dedicated owner to
ensure that a mitigotion plan is put in place.

For example, ensuring that oli our internal systems are cloud-hosted, will be the
responsibility of our Chief Information Officer.

Metrics and targets Priorities for FY24

a) Disclose the metrics used by the
organisation to assess climate-
related risks and opportunities

in line with its strategy ond risk
management process.

In our reporting, we adhere to the Streamlined Energy and Carbon Reporting
Regulation (SECR), the Task Force on Climate-related Financial Disclosures (TCFD)
and the sustainability accounting stondard for the Software & IT services sector as
defined by the Sustainability Accounting Standards Board (SASB).

At present we use the GHG Protocol Corporate Accounting ond Reporting standard
{revised edition) and emission foctors from the UK Government’s GHG Conversion
Factors for Company Reporting 2019 to calculate our absolute emissions and relevant
intensity ratios.

We have signed up to the SBTi and are committed to reduce absolute Scope 1and 2
GHG emissions 70% by FY26 from o FY20 base year. We remain committed to reduce
Scope 3 GHG emissions 45% per unit of volue added within the same timefraome.

The $BTi classifies targets agoinst the long-term temperature pathways of well-
betow 2°C and 1.5°C. SBTi's Target Validation Team has classified our Scope 1and 2
target ambition and hos determined thot itis in line with a 1.5°C trajectory.

b) Disclose Scope 1, Scope 2, and, if
appropriate, Scope 3 GHG emissians,
and the relcted risks.

we calculate and disclose our emissions from Scope 1and Scope 2 in compliance with
SECR regulations. We also disclose full Scope 3 emissions as well as the specific
Scope 3 emissions as they relate to business travel. Our emissions are externally verified.

Further information about our emissions is contained in the tollowing sections.

c).Describe the.targets used by the

Wa achieved carbon neutrality in 2021 and remain on track to achieve carbon net

orgonisation to manage climate-
related risks and opportunities and
performance against targets.

zero in 2025 for full Scope 1, 2 and 3'emissions. From our base year (FY20)we-have
reduced Scope 1 and 2 emissions by 59% and Scope 3 emissions by 9%. With our
headcount growth since FY20, we have reduced our overall emissions per average
number of employees (headcount intensity ratio) by 50%.

Qur gross profit-driven Scope 3 SBTi target for FY23 was 16,069 tonnes. With our
actual FY23 Scope 3 emissions of 9,222 tonnes, we are ahead of the target set.

The FY23 SBTi target for Scope 1and 2 emissions was set at 323 tonnes. Again, in
comparison with our actual FY23 Scope 1and 2 emissions of 204 tonnes, we are wall
ahead of the target set

As noted, in line with SBTi we aim to reduce absolute Scope 1and 2 GHG emissions
70% by FY26 from a FY20 base year and reduce Scope 3 GHG emissions 45% per unit
of value added within the some timeframe.
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ESG COMMITMENTS CONTINUED

CDP (previously Carbon Disclosure
Project)

During the year we made our third
submission to COP, the not-for-profit
charity that runs the global disclosure
system for investors, companies, cities,
stotes and regions to manage their
environmentol impacts.

As part of that submission, COP
generates a ‘score report’ which aflows
participants to understand their score
and identify actions to improve their
climate governance. This yeor we

were owarded a ‘B’ roting (2022: 'C*
rating) indicating that we are actively
managing our climate impact.

Carbon footprint

As in previous years, we rely on external
environmentaol experts to assess and
advise on our environmental impacts.
We are working with Watershed to
measure and report on our emissions.

Cur carbon impact for the year, detailed
across Scope 1, 2 and 3, was as foliows:

» Scope 1 comprises emissions from the
direct burning of fossil fuels. We
generated 100 tonnes of carbon
dioxide equivalent (CO,e), relating to
oil-based central heoting in our
premises {2022: 112 tonnes).

» Scope 2 describes emissions that result
during the generation of purchased
energy. These emissions largely relate
to our offices. We generated 25 tonnes
CQ,e within the UK and a further 79
tonnes worldwide {total: 104 tonnes
CO,e)(2022: 84 tonnes).

+ Scope 3 emissions relating to business
travel. In FY 23, our emissions in this
category increased to 1,911 tonnes
C0,e (2022: 382 tonnes).

« Scope 3 (full) emissions generated
indirectly from business activities.

In FY23, 9,222 tonnes of CO,e were
generated (2022: 7,539 tonnes),
inclusive of business travel.

Compared to 2022, our total emissions
for this year (9,426 tonnes CO,e) (2022:
7735 tonnes CO,e) increased by 22%,
largely linked to an increase in business
travel and the 11% increase in stoff
numbers and additional footprint
generoted {(e.g. commuting, electricity,
usage in the office and waste). There are
reduction initiatives in place to reduce
business travel, encourage “greener”
commuting, to move remaining offices
to 100% green power (where possible)
and to ensure that waste is fully
recycled in all our locations worldwide.
Our policies are being enhanced to
support these initiatives.

Compared against our base year (2020),
our emissions are significantly reduced.
Our Scope 1, 2 and Scope 3 business
travel emissions in 2020 were 5,524
tonnes CO,e; the same emissions for
the past year represented 2,115 tonnes
CO,e, a reduction of 62%.

Similarly, our total emissions {inclusive
of Scope 1, 2 and full Scope 3) for last
year represent a circa 9% reduction
from our 2020 base year, despite our
staff numbers ingreasing by 77% over
the same time period.

Our FY20 Scope 1, 2 and full Scope 3
emissions were 10,324 tonnes CO,. As
a result, our carbon intensity figure
(tonnes CO,e per employee) has
reduced from 7.3 tonnes CO,e in 2020
to 3.6 tonnes CO,e in 2023, a reduction
of 51%.

in 2022 we offset our total emissions to
maintain our carbon neutrality stotus,
at o cost of £82,000 (2022: £45,000).

We will continue this practice, again
utilising a portfolio of high-quality,
certified offsets that blend local and
international projects as well as carbon
removal projects. We believe this best
reflects our global business and gives
us the best opportunity to invest in

Kalnos Annucl report 2023

programmes that offer positive social,
as well as environmental, impacts.

We have used the GHG Protoco!
Corporate Accounting and Reporting
stondard (revised edition) and emission
factors from the UK Government'’s

GHG Converston Factors for Company
Reporting 2019 to calculate the below
disclosures. The standard requires o
statement of relevant intensity ratios,
which are an expression of the quantity
of emissions in relotion to a quantifiable
factor of the business activity. Kainos
has identified two such intensity ratios,
set out below. These figures were
caleulated from data available for our
main operations ond extrapolated to
take account of our smaller focations.

Collaborating with DEFRA Government
Digital Sustainability Alliance (GDSA)
We are working with DEFRA and the
wider UK Government to meet the
commitments defined within the
Greening Government ICT and Digital
Services Strategy 2020-2025, through
colloborative partnership. As part of this
octivity, we signed the GDSA Charter in
January 2023.
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Giobal tonnes of CO.e

GHG emissions data for period 1 April 2022 to 2023 2022
31March 2023 UK Non-UK UK Non-UK
Combustion of fuels and operation of facility 77 22 86 26
(Scope 1)

Emissions from purchase of electricity, heat,

steam and cooling purchased for own use 25 79 15 69
{Scope 2)

Business trave! (Scope 3) 1,343 S68 275 107
Total emissions by location 1,448 670 376 202
TOTAL EMISSIONS FOR YEAR 2,115 578
Total emissions from activities for which the

Company is responsible (Scope 1 and 2) 2023 2022
kwh (thousand) 1,039 1,085

The following table expresses our annual emissions in relation to quantifiable factors

associated with our activities.

Intensity ratios 2023 2022
tCO,e/£ million revenue 564 i9
tCO,e/average number of employees 081 0.28

Physical Server Docommissioning
Project

The decommissioning of all our

physical servers commenced in May
2019 and is now complete. This year
decommissioning accelerated, retiring
69 physical servers and 380 virtual
servers, our carbon emissions have
reduced by 19.6 tonnes CO,¢e per year as
o direct result of this project.

Hybrid working

We support our colleagues in
working in the most effective way
possbie

Hybrid working

In delivering projects to our customers,
we have always prided ourselves on
being able to work flexibly; whether
responding to a customer deadline,

a location preference or a change in
priorities. Qur approach internally

has been the same, with a focus on
supporting our colleagues in working in
the most effective way possible, whether
that is working from home, from one

of our offices, from client site or while
trovelling.

To us, hybrid working is about
combining remote and office-based
working, giving our people greater
flexibility to work in the location
that best suits them, taking into
consideration the needs of their role,
their work, their team members and
the customer.

In addition to supporting our people
to work effectively in a more flexible
manner, hybrid working also provides
a unigue opportunity to reduce our
environmento! impact across Scopes
1, 2and 3, especially in the areas

of business travel and employee
commuting, which are significant
contributors to our environmental
impact

Secure equipment recycling

As we operate a cloud-based
infrastructure, most of our equipment
recycling is focused on our laptops.
During the year we disposed of our
Waste Electronic and Electrical
Equipment (WEEE) with two partners,
over 152 tonnes were reused, and 47
tonnes recycled. In total 201 tonnes
(100%) of WEEE was diverted from
landfill.

We are in the fourth vear of our
arrangement with our disposatl partners
and over that time we continue to
generate funds for charitable causes
from disposing of our old equipment.
These funds have been donated to cur
charity partners, principally Doctors
without Borders (Médecins sans
Frontiéres) as well as being used for
our charity grants which support our
colleagues when fund-raising for their
preferred, individual charities.
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Social: our people and our
communities

OUR SUCCESS DEPENDS
UPON THE ABILITY,
SKILLS AND MOTIVATION
OF OUR PEOPLE. WE
THEREFORE FOCUS ON
ENGAGING WITH OUR
PEOPLE, PROVIDING THEM
WITH OPPORTUNITIES TO
DEVELOP THEIR CAREERS
AND MAKING IT EASY FOR
THEM TO STAY AT KAINOS

TO BUILD THEIR CAREER.

Everyone in Koinos shares in the
responsibility of creating a great place
to work; however it is our Chief People
Officer, appointed in 2017, who sets

the strategy for ol our people-related
activity.

Alongside supporting them while they
are working, part of our responsibility
is to support them outside of work. This
ronges from healthcare benefits to
community volunteering.

To make sure that we perform
consistently, every yeor and in every
location, we use our Workday platform
to record all our employee information
- everything from salary and benefits
to performance and career planning,
colleague feedback and diversity
characteristics.

Engagemont

Qur ambition is to be o grect employer.
A key part of achieving that ambition
is for our people to tell us when we get
it right and to tell us about the areos
where we can improve.

Workdoy Peakon

Our listening platform
allows for timely feedback,
provides a holistic view of
employee sentiment and
allows comparison against
circa 350 global technology
emplovyers.

Historically we hove used the Sunday
Times '‘Best Companies to Work For’
annual survey as o confidential way for
our colleagues to share this feedback.
Having first appeared in the Top 100

of companies back in 2012, we were
delighted to still be included in the
same list until we switched to Workday
Peakon.

While the insight that the Best
Companies survey provided was
incredibly valuable, the annual nature
of the survey made it more chollenging
to assess the immediate impact of any
changes that we implemented. As o
result, we moved to Workday Peakon,
an intelligent listening platform that
allows for more timely feedback, provides
a holistic view of employee sentiment
and allows comparison against circa 350
global technology employers.

Peakon allows organisations to request
feedback at any interval; we ask our
collegues for feadback on a monthly
basis. Bosed on feedback from

our pecple, our level of employee
angagemeant remains high ot 81%, as are
our ratings for diversity and inclusion
84% and wellbeing 78%.

We also continue to measure
engagement through Glassdoor, the
online career community with over 59
million users thot enables current and
former employees to provide feedback
on companies. In May 2023, Kainos
had an approval rating of 86% and
83% of respondents would recommend
working ot Kainos to a friend; these
are well above the average rotings
across 2.2 million companies of 74%
and 67% respectively. In early 2023, we
were once again designated to be in
the ‘SO Best Places to Work in the UK’
annual Employee Choice awards from
Glassdoor, ronked #No. 39.
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We work hard to retain the talented
people already in Kainos. We are also
very focused on recruiting new talented
colleagues. We continue to attract
strong interest in key recruitment
markets, with tens of thousands of
condidates applying each year to join
Kainos. During 2023, our headcount
grew by 298 to 2,990 people (2022
2,692).

As part of our recruitment activity, we
continue to operote a referral scheme.
We believe that referrals, where a new
employee hos joined Kainos because

of a recommendation from an existing
employee, is a good indicator of existing
employee engagement. This year 153
people joined as a result of a referral
from an existing employee.

We are focused on creating a workplace
that people want to join and then stay
to develop their careers. With the global
shortage in digital skills, we are pleased
that 88% of our colleagues made the
choice to stay and develop their career
ot Kainos (2022: 86%).

We take great enjoyment in marking
the significant work anniversaries of our
colleogues. During the yeor 53 people
(2022: 100) celebrated their five-year
anniversary, and o further 60 marking
their 10, 15, 20, 25 or 30-yeor anniversary
of joining Kainos (2022: 58).

We believe thot it is important to
celebrote the achievements of our
colleagues and our recognition

scheme allows any person in Kainos to
nominate an inspirational colleague. We
centre this scheme around our values

- creativity, honesty, cooperation,
determination and being respectful.
During the year, over 3,500 awards were
made to recognise the contribution of
colleagues.

We also believe that our colleagues
have many ideas about how we con
improve as an organisation. Over the
past six years, our staff ideas portal
has received 504 suggestions. Of these,
126 have been implemented, 33 were
opproved for implementation and 199
were not taken forward. Currently, 146
ideas are being more fully explored and
are in review.

Measures:
Peakon scores:
Engagement 81%
Diversity & Inclusion 84£'
| Wellbeing 78% .

Glassdoor approval rating:

2023 86%
2022 86%
Staff retention:

2023 88%
2022 86%
Headcount: An increase of 298

(2022: 668)

2023 2,990 people

2,692 people |

2022

Emplovyee referrals:
2023 153 new people employed
|2022 200 new people employed

Recognition owards:

2023 3,500+ awards received
|2022 2,274 awards received
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Wellbeing

We strive to creote the conditions for
our people to deol with the normal
stresses of life, to feel fulfilled and
productive ot work and to be able to
contribute to their communities. In

our wellbeing appreoch, we focus on
empowering and supporting our people
across five areas: emotional, physical,
social, career and financiol welibeing.

We hove a dedicoted wellbeing portal
which is regulorly updated with self-
care materials, articles, guides, learning
and hints and tips developed with and
by our people with the aim of helping
employees to manage their own
wellbeing and that of others.

Buring the year we measured 53,000
wellbeing engagements across all

our channels, including those on our
wellbeing portal, Yammer, webinars,
Workday Peakon and our Mindset tools.

INNOVATING
WITH
ACADEMIA

o) Emotionol welibeing

We are focused on the mental and
psychological wellbeing of our
colleagues, to ensure that they are
raalising their full potentiol and coping
with their dynamic lives.

Since 2020 we hove operated our online
Mindset wellbeing platform which is
designed to empower our people to
explore their own emotional wellbeing
through 25 practical learning modules
across a range of topics. Currently 1,492
people are actively using the platform,
giving the learning a 96% satisfaction
rating.

We launched our wellbeing app in 2021,
which covers physicol and emotional
waollbeing, including fitness, nutrition,
mediation techniques and wellbeing
insights. To dote, S33 people (2022; 479)
actively use the opp.

In addition to these self-directed
activities, we have trained 44 volunteers
from across all our office locations as
‘wellbeing champions’. These dedicated
volunteers are equipped to have
supportive conversations with our
people and, if required, direct them to
further support or professional help.

Professionol support is available
globally through our Employee
Assistance Programmes, offering 24/7
confidential access to expert advice
{telephone, virtual and face-to-foce)
across a range of areas including
wellbeing, financial ond legal advice.

Measures:
Using the mindset platform:
2023
2022

1,492 people
1,400 people l

Using the wellbeing app:

2023 553 people

|2022 479 peaple |
Wellbeing champions:

2023 44 people
2022 31 people

Accessing the employee assistance
programme:

2023
2022

164 people
190 people

We are proud to support Ulster
University's new Belfast campusin
lounching an Artificial Intelligence
Research Centre (AIRC), and as a
leading digitol technology company,
we're committed to promoting research
and skills development in Northern
Irelond.
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The AIRC represents an innovative
collaboration between industry and
academic experts thot oims to inspire
the next generation in harnessing the
power of Artificial Inteltigence (Al) to

make a positive impoct on society.

The portnership is made up of three
workstreoms, focusing on knowledge
sharing, undertoking strotegic research,

and developing best proctice guides

for both industry and academia. We

will be surfacing problems from across
our broad customer base to gain

insight into industry-specific challenges
ond conducting sessions with Ulster
University to identify opportunities thot
fit with existing knowledge and research
interests.

The AIRC will explare how using ethical,
trustworthy and responsible Al can
deliver positive change for people
everywhere, as well as helping our
customers to wark smarter, faster and
better in line with our ethos of delivering
change for good.
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b) Physicol wellbeing

Support for managing physical health
and energy is provided through our
self-directed mindset ond wellbeing
plotforms described earlier, and
through o range of activities that
include our wellbeing webinars,
women's heatth initiatives, supported
cycling schemes ond employee-led
sport, fitness and charity events.

While these measures focus on
preventing health issues, we also
recognise that our collesgues can
require support when heolth-related
issues arise. On a global basis, Kainos
continues to offer private medical and
permanent health insuronce,

During the year, sickness absence
decreased to 5.8 days (2022: 6.5 days),
which is slightly above the UK average
of 5.7 doys.

Meosures:
Absence levels:
2023

2022

5.8 days per person

6.5 days per person

Accessing private medical insurance:
2023
2022

417 claims
326 claims

Accessing permanent heolth insurance:
2023
2022

3 people
3 people

¢) Sociol wellbeing

We enjoy being @ social company,
providing the opportunity to have
meaningful relationships and creating
an environment where our people fee!
engoged, supported and included.

Qur network of 21 Location Advocates
is mode up of interested people who,
working with local social committees,
plon and organise inclusive social
events thot appeal to local teams.
These events aim to bring people
together virtually or in person to
connect, network ond have fun. These
¢an be unique to individual offices (art
sessions, board gome nights, quizzes),
but there are also themes across our
locations: a steff party and family-friendly
ovents in December, summer BBQ and
payday lunch or drinks. In oddition to
these location-focused events, we also
encourage quarterly social meetups ata
team level. Kainos pays for all expenses
linked to these events.

Measures:

Stoff entertainment expenditure:

2023 £2.0 million
|2022 £1.2 million

d) Career

.As a growing company, we are

continuolly able to offer people
opportunities to develop their career
and to undertake meaningful,
professional work.

Qur global copabilities are responsible
for developing the skills, qualifications
and confidence of our colleagues.
There are over 20 global capabilities,
covering disciplines such cyber security,
experience design, engineering and
reporting and analytics. We have 927
people managers of varying levels

of seniority, who are responsible

for supporting our people’s career
devalopment day-to-day.

We use an annual performance
appraisal, conducted batween each
person and their people manager, as
o dedicated, detailed review of the
year and as a planning exercise for
the year(s) ahead. This conversation
is complemented with monthly 1-2-1s,
that ensure career plans are being
progressed, although a person can
reduce the frequency of the 1-2-1
discussions to match their coreer
requirements.

Our people are supported by practical
tools such as our online coaching portal
comprising 24 self-study modules, with
over 800 people having completed the
learning to date.

People managers undertoke our
Effective Manager programme, which
covers core management skills,
personal leadership skills, everyday
coaching and giving and receiving
feedback. Over 900 of our people
managers have completed this training,
which will be professionally ac¢redited
in 2024,

1,492+

People using online Mindsat tools
2022:1,400

5.8 days‘

Sickness absence decrease
2022: 6.5 doys




Kaines Annual report 2023

Alongside the career plonning and
support, we invest heavily in training
and certifications for our people, with
over 18,000 trainings doys completed

in the past year. We have a diverse
curriculum of internal courses (which we
call ‘Kainos MAP'} ond comprehensive
self-study moterials to support

external technical and professional
qualifications and certifications.

Partly in response to the pandemic, we
tronsitioned our learning curriculum
and approach to a virtual delivery
model. This has increased the

global participation on our training
programmes, although it has reduced
the opportunity for our colleagues to
build their personal networks as they
would if they were attending in-person
courses.

Measures:
Number of promotions:
2023 466 people
2022 413 people |
Annual appraisals completed:
2023 100%
2022 99.1%
Training expenditure:
2023 £1.8 million
2022 £1.4 million
-—
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e) Finonciol wellbeing

Wae recognise the significant role that
we play in the financial wellbeing of
our people. We have therefore created
o compelling reword framework for
our colleagues, designed to support
their needs as they move through their
career ot Kainos.

This encompasses salary, bonus (where
applicable) and pension. It also includes
a comprehensive benefits package,
some of which has been detoiled in
previous sections.

One of the reasons that we chose to
become o public company was the
ability to make it easy for everyone in
Koinos to become o shareholder and
to share in the value thot they hove
created.

Every year, we gift shares to employees
in the UK, Ireland, Poland and US (from
December 2022) and operate coash-
equivalent schemes in all our other
locations. In addition, we operate

0 save-as-you-earn shared-based
scheme. In FY23 we allocated 1,217,521
shaores under all our share schemes,
bringing the total allocated to N,147,073
since we became o public company.

Our colleogues regularly share stories of
how they have used the proceeds from
their share sales to support them in
various life events - ranging from a first
cor to a deposit on a first home.

In the current economic climate, we
have increased our content aimed

at supporting people in situations
where there is significant financial
related pressure. This content includes
webinars and the publication of our
financial wellbeing guide. This guide
offers practical advice for managing
personal finances, including budgeting,
debt monagement and links to finding
out more about our Kainos reward
offerings.

s::rseus':;;cated in 2023:
1,217,521

shares (£16.8 million at 31 March 2023
clasing price®®

Shares allocated since 201S:

11,147,073
shares (£154.1 million ot 31 Morch 2023
closing price"®

927

People Managers
2022: N/A

(26) KNOS closing share price on 31 March 2023 1,382 ponce.
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Diversity and inclusion

We have colleagues from 62 different
nationalities and, whilst diversity is
not only defined by nationality, we
oppreciote the value of having a
diverse, international workforce.

We remain committed to creating

an inclusive culture that champions
diversity of thinking and ensures
everyone has an equal opportunity

to develop, be rewarded and be
recognised for their contribution to
our business. Our publicly available
Diversity ond Inclusion (D&I) policy
commits to a culture thot is responsive
to the needs of all groups and a
zero-tolerance ottitude to bullying,
harassment, exclusion or victimisation.

Diversity and inclusion are an integral
part of our Company strategy because
we know thot by having more culturally
diverse leodership and teams, we are
more likely to have increased staff
wellbeing and innovation, and have
higher rates of staff engagement and
retention.

With o more diverse work environment,
we are better able to deliver technology
and services that meet the diverse
needs of users and citizens and through
diversity of thought quickly bring new
innovations into market.

With o more diverse and inclusive
culture, we can perform better as an
employer and for our customers while
driving higher growth and profitability
and better meet or exceed global
equoality standards and lows.
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How we are organised

We have a Global D&l Council
comprising colleagues from various
levels across our entire business.
Sponsored by our Chief People Officer,
this group drives delivery of our

D&l programme. This is supported

by our Employee Network Groups:
Xpression (LGBTQ+), Inspire (gender
diversity), Voice (ethnic diversity) and
Neurodiversity.

These groups work as support
networks, educators and voices

for these communities and each
group is sponsored by a member

of the Executive Team to ensure
representation at all senior decision-
making forums,

Measures: members in Employee
Network Groups (ENG):

Inspire (women):

2023 595 members
2022 446 members

Xpression (LGBTQ+):

2023 408 members
2022 321 members

Voice (ethnic diversity):

2023 327 members
2022 275 members
Neurodiversity ENG:

2023 213 members

2022 115 members

Our data

We continue to use our Workdoy VIBE
Index™ to understand the diversity thot
exists across our business. Launched in
2021, VIBE {Value, Inclusion, Belonging
and Equity) empowers colleagues

to voluntarily disclose details about
ethnicity, disobility, marital status,
religion, citizenship status, nationality,
sexual orientation, sex ot birth and
gender identity.

To dote, over 2,600 of our colleagues
hove updated part or all of their
diversity information, representing

93% (2022: 90%) of all colleagues. This
ensures that our planned D&l activities
and the day-to-day work of our network
groups are focused on these areas that
are important to our people.

Over 3,300 people have now completed
our Inclusion, Equity, Diversity and
Equality elearning (2022: 2,316).

Progress

This year our globol D&l plan included
campaigns to help our people to

talk, learn and unite around our
differences. Examples include our
webinar speaker series which included
thought provoking discussions about
building confidence to talk about race,
how to practice everyday inclusion,
understanding unconscious bias, and
tackling excluding behaviour. Over 1,000
colleagues attended these sessions, and
over 2,400 colleagues have completed
our online unconscious bias eLearning
module,

Diversity and inclusion
We have colleagues from
62 different nationalities
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Driven by our Inspire Employee Network
Group (women), we hove established a
new male ollies group. Involving 26 men
from across Kainos, the purpose is to
work with Inspire to champion women
in Kainos through increased owareness
of the challenges faced by women in
technology, and proactively ensure
support and chonge for the better.
Recent exomples include increased
awareness and education about
women'’s heolth, menopause awareneass
and updated policies.

This year we were proud to sponsor
Harkin Summit, the international
disability employment conference.
Held for the first time outside the US,
this conference provided a powerful
opportunity for our people to showcase
our diversity ond inclusion initictives,
our inclusive design capability and

to connect with others to share
perspectives ond experiences, all of
which is used to help shope the work of
our D& Council and Network Groups.

Working with globally recognised
inclusion and diversity experts our
Executive Team participated in an
Inclusive Leadership programme
designed to equip the 17 participants
to recognise the key role they must
play in shoping a positive working
environment. It also sought to embed
inclusive leadership into their decision
making. The programme will continue
with a second cohort of leaders to be
delivered in the year ohead.

(17) BCS diversity report 2022 Wormen in I7.
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We continue to pledge our support

to the Office of the United Nations
High Commissioner for Human Rights
(OHCHR), UN Stondards of Conduct
for Business Tackling Discrimination
against LGBTI People, the Roce ot
Work Charter and the Armed Forces
Covenant. We have retoined our
membership of Inclusive Employers, the
leading membership organisation who
are experts in workplace inclusion. Qur
progress has also included achieving
Disability Level 2 employer status.

Measuresa:

Employees opting to disclose their
diversity data:
2023

2022 90%

Gender bajance

Gender diversity remains a challenge
within the wider industry, where 22% of
roles in technology are undertaken by
women'™ and nationally, women hold
5% of executive management roles?,

In considering Kainos employees, there
are 946 women (2022: 787), 1,792 men
(2022:1,520) and SS colleagues that

are non-binary or transgender or have
chosen not to disclose this information
(2022: 42). Viewed as proportions, 34%
of our workforce are women (2022:
33%), 64% are men (2022: 65%), 2% are
non-binary, transgender or prefer not to
disclose this information (2022: 2%).

There are 229 women at manager level
or above (2022: 171} and two women
hold executive management roles
(2022: two). As proportions, women
holding manager level and above, roles
represent 29% (2022: 27%) with women
holding 12% of executive management
roles (2022: 12%).

On the Kainos Board, two of the four
(50%) Independent Non-Executive
Directors are women (2022: S0%).
Including the Executive Directors, 33%
of our Board are women (2022: 33%).
All Board members identify ‘White/
European’ as their ethnic group.

We recognise that the under-
representation of women in Kainos

and in the wider sector, means that

our journey towards gender parity will
take several years. Our gender parity
plan identifies three key themes and
associated actions plans, outlined in the
following sections.

Global D&I Council

Xpression
(LGBTQ+)

408

members

Inspire
(women}

595

members

Neurodiversity

213

members

Voice
{ethnic diversity)

327

members
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o) Develop the talents ond careers
of women olready in Kainos
Working with industry leadership
experts our six-month progromme,
Empowering Leaders waos delivered.
The programme focused on supporting
the continued development of the 14
women participants. In addition to the
personal development goals for those in
the programme, it established o cohort
of women role models, ambassadors
and advocates thot are inspirational
for women in, or considering o careerin,
the digital sector.

To further support our women in Kainos
our Inspire Employee Network Group
launched the third round of their
mentoring initiative. This programme is
designed to empower women in Kainos
to develop their own leadership skills as
mentors and to expand the knowledge
and skills for the mentees.

We have retained our partnership
with Everywoman, a leader in the
advancement of women in business,
te provide speciolist learning and
development programmaes for women
across Kainos.

b) Become the destination
employer for talented women

We believe that the most effective way
to encourage people 1o join Kainos

is to showcase our existing talented
women. This yeor we had seven finolists
ocross several awards and categories,
including Diverse Ethical Leadership,
active commitment to Driving Positive
Change for Women In Technology and
Innovation And Expertise in delivering
Digltal Transformation.

¢) Encourage more women to
consider and adopt digital careers
The 'Qutreach” section in this report
provides more detail of our activities
including the gifting of digito! bursaries
to undergraduate women studying ot
university, and women-only events for
young women considering a digital
career. We were delighted to engage 414
young women in our virtual outreach
progrommes, where over 1,800 students
participated.

Measures:

Gender identity:
2023 34%
2022 33%

@ women @l Men @ Non-binary, transgender or profer
not to discloso this Infapmation

Women at manager level and above:
2023
|2022

29%
27%

Women at executive level:

2022 12%

64% ] Ez%
o5% | 2%

Communities

a) Qutreach

Part of our role as a leading digital
company is to promote awareness

of digito! technologies omongst

school leavers and young people. This
responsibility extends to helping these
young people to build the skills that can
help them forge a fulfilling career in
technology.

Since 2015, we have engaged over 7,000
young people in the UK, lreland and
Poland through our outreach activities

and during the year were recognised
as “Inspirational STEM employer” and
“Outstanding Contributor” for widening
participation, diversity and inclusion ot
this year’s X2 STEM Learning awards.

We have redeveloped our outreach
programmes to be either in-person

or virtual. In total, over 1,800 young
people were involved in one of our
programmes, offering students aged
14-19 an enjoyable and engaging insight
into the coreer opportunities avoiloble
in digital technology.

in addition to our popular virtual work
experience programme, 197 students
attended our globol, one-week
CodeCamp event, over 300 young
people participated in our Digital
Insights events in Data Science and
Artificial Intelligence, and through

our CodeClub for young people aged
913, we hosted 94 young people

and included thea launch of our first
CodeClub in Poland. This year also saw
the return of our in-person education
conference where over 300 students
came together to learn about the
lotest advancements in the world of
technology.

This year we offered new learning to
support colleagues to become outreach
mentors, which significantly increased
participation - over 170 collegues
recorded over 500 doys of mentoring
support for young people (2022: 74
mentors and 469 days).

Our Digital Bursaries are gimed at
widening the participation of young
people who are traditionally under-
represented ot university. Launched

in 2021 and partnering with Queen’s
University Belfast and Birmingham City
University, we will support 60 young
people and women attending university.

53,000

229

500+ days

Woellbeing engagements measured
across all our channels
2022: N/A

18) PwC rusearch repor: Women in Toch,

229 women at managor level or above
2022:11

Over 170 colleagues recorded over §00+
days of mentoring support for young
people

2022: 74 mentors and 469 doays
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+ We have continued our partnership
with the Now Group, A Social
Enterprise and Autism Charity.
Through their Digitol Skills Academy,
we provide paid work plocements for
young people seeking to gain entry-
leve! employment

+ To support people disploced by
the war in Ukraine, we have been
providing CV workshops, o six-week
coding programme and helped
secure funding for the development
of an automated mentoring platform
to support thousands of people
rebuilding their careers.

b) Graduate employment and our
Earn as You Learn® opprentice
scheme

Since Kainos was founded in 1986, we
have recognised our responsibility to
provide roles for people starting their
career in industry, particularly those
with a focus on technology.

In the year, we recruited 184 graduates
{2022:142) and 22 placement students
{2022: 17). These roles were based across
our Amsterdam, Antwerp, Atlanto,
Belfast, Birmingham, Derry, Gdarisk,
Indianapolis, London, and Toronto
locations.

We continue to operate our populor
Earn as You Leorn® apprenticeship
scheme, which has proven particularly
successful since its inception in 2013,
Designed to encourage young people
into the digital industry, Earn as You
Learn® has aliowed us to identify
tolented young people outside our
traditional graduate recruitment
activity. Since the launch, 84 young
people have joined us through this
programme (2022: 74).

¢) Charities

Our people propose and decide on our
globol charity, which we support for

a minimum of two years. We allocote
50% of our funds to our global charity
{currently Doctors without Borders or
Médecins sans Frontigres), with the
other S0% supporting local charities.

We have volunteer-led charity
committees at all our locations, who
organise fund-raising activities and
decide which local charities receive
support. Kainos provides financiol
support for all these activities.
During the year, charitable donations
increased to £77,000 (2022: £45,000).

Everyone in Kainos can avail of two,
paid-for days every yeaor to get involved
in social and charitable activities. In
the past this has covered activities like
volunteering on emergency transport
and nature reserve maintenance;

over the past year this has seen an
increase in activities, particularly in

Gdarisk, supporting Ukrainian refugees.

Following the Russian invasion of
Ukraine, we have supported a local
charity in Gdansk caolled Fundacija
Nagrodzkiego. Funds raised by staff,
combined with donations from Kainos,
have co-funded the purchase of a

van dedicated to supplying food and
other supplies to orphanages in the
Kramatorsk, Kherson, Chernihiv and
Kyiv region (1S tonnes delivered). The
same von has been used to transport
65 women and children back to safety
from areas experiencing heavy fighting
and bombardment.

a1

We hove also funded the renovation of
a bomb shelter in a primary school in
Kulykivka (Chernihiv region). Following
frequent Russian attacks on the civilian
buildings in the area, only schools with a
bomb shelter were permitted to remain
open. In December 2022, the shelter
restoration work was completed, and
700 children were able to safely return
to regular school education.

Measures:
Graduates and students employed:

2022 159
Charity donations:
|2022 159 |

Virtual placements and insight
sessions:

856

provided

Digital inclusion bursaries:

48

young people since FY22 launch
(target being 60 by FY25)

EAYL apprenticeships:

84

places in ten years

60 BURSARIES

Our digital bursaries will support 60
young people from backgrounds that
are traditionally under-represented at
university
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Governance:
Our stakeholders

OVER THE PAST 36 YEARS,
WE HAVE CONSTANTLY
DEMONSTRATED OUR
COMMITMENT TO HONESTY
AND INTEGRITY IN OUR
BUSINESS UNDERTAKINGS;
AND ADHERING TO BEST
PRACTICE IN TERMS OF
CORPORATE GOVERNANCE.

We view this 0s spanning our
commitments to all our stakeholder
groups, our policies underpinning our
business ethics and ensuring that all

our employee ond customer datais held .

confidentially.

Statement by the Directors in
performance of their statutory duties
under $.172(1) Companies Act 2006

The Directors of Kainos have an
obligation to act in accordance with a
general set of duties which are setout in
section 172 of the Companies Act 2006
(*Companies Act”).

Section 172 requires a director of a
company to act in the way he or she
considers, in good faith, would support
the long-term success of the company
and its various stakeholders. in doing
this, directors need to consider a variety
of factors, including:

« the long-term impact of any decision;

the interests of our employees;

« our relationships with our suppliers
ond customers;

» the impoct that we have in our
communities and on the environment;

« maintaining our reputation for high
standards of business conduct; and

« the need to act fairly for our
shareholders.

500+ days

Over 170 colleagues recorded over 500+
days of mentoring support for young
people

2022: 74 mentors and 469 days

Directors are briefed on these duties
as part of their induction and through
regular ongoing training. They also
have access to professional advice
obout these duties, from the Company
Secretary or, if necessary, froman
external independent advisor.

The Directors consider, both individually
and together, that they have exercised
core in their decision making, are
cognisant of their $172 obligations,

and take into consideration the

needs and interests of the various
stakeholder groups as part of all Board
decision-making. Under section 172,

we consider our stakeholder groups to
be our workforce, our customers, our
shareholders and our communities.

We recognise that the importance

of a topic muoy vary between
stakeholder groups and that there

may, occasionally, be a conflict in

the interests of different groups.
Recognising that not every decision can
support each group equally, the Board
is committed to effective engagement
with our stakeholders to understand
their interests ond priorities.

In addition to the detailed reports
provided to the Board as part of our
monthly internal reporting, the Directors
engage directly with stokeholder groups
os appropriate. The table below sets out
the stakeholder groups which the Board
has identified and provides examples

of the Board's engagement with each of
these groups and the outcomes. Further
examples can be found throughout the
Strategic Report.
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a) Our employees

The skills, motivation and engagement of the people working in Kainos are key to our success. As the previous sections
indicate, we place immense value on ensuring that our colleagues are engaged, rewarded and that we are focused on

their wellbeing.

We engage to understand how they view Kainos as an employer and where we can improve. This in turns helps us to attract
and retain the talent we need to fulfil our growth plons.

Further information regarding our workforce engagement is set out in the Corporate Governance Report and is referenced in
theg Social: our people and our communities section of this report.

Employees

Thelrintorests .

Their reward and benefits.

Their career progression.

The training and development opportunities we create.
Qur culture and strategy.

Teamwork and peer and manager support.

Their health and wellbeing,

Diversity and inclusion.

Our ethical stance as a Company.

How we engage .

We use the Workday Peakon employee engagement platform to measure engagement
and capture anonymous feedback on a monthly basis about our strengths and areas for
improvement,

The Culture and Development Group (chaired jointly by the CEQ and Chief People Officer) is the
Compony’s formal workforce advisory panel. It meets monthly and reports regularly to the Board
on people-related matters.

The Directors have regular opportunities to engage with the wider compony through office visits,
attending our all-staff annual conference and presentations from staff as part of our monthly
Board meetings.

Our CEO holds monthly ‘Kainos in Brief’ sessions with staff groups, to share news and progress
against objectives and strategic ambitions, and to receive direct input from staff.

Our Executive Team hosts strategy review sessions with staff groups twice yearly to discuss
culture, engagement and performance.

We operate an interncl social network platform (Microsoft Yammer) which creates the
opportunity for every person to publish, share and comment about all aspects of working in
Kainos.

Qutcomes .

A high employee engagement scare, currently recorded as 81% in Peakon.

The outputs from the Peakon survey are shared with the Board on a six-monthly basis and the
same information is available to all staff through the Peakon online dashboards, Progress against
the continuous improvement plans created to address feedback is reported each month to the
Executive Team, quarterly to the entire workforce and twice yearly to the Board.

During the past year, colleagues have contributed 1,023 posts to Yammer.

81%

A high employee engagement score
recorded in Peakon
2022: N/A
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b) Qur customers

We engage with our customers so thaot we can understand their evolving needs and their attitudes towards our service, so we
can continue to support them effectively and deliver high levels of customer satisfaction. This enables us to generate repeat
business with customers and to win work with new customers.

Customers

Their Interests « Quolity ond cost of service.

= Our ability to meet cgreed deadlines.

« Qur ability to innovate.

» Qur ethical stance os a Company.

How we engage « Wa work with over 800 customers and our project teams will typically interoct with them daily.
Feedback or escalations will be shared within the project team and, where appropriote, with the
Executive Team and the Board.

» We use online surveys to obtain feedback about our performance and customer satisfaction
across all our customers, Surveys happen on a rolling basis, with customers asked for feedback
twice o year. The output is shored monthly with the Board and is reported in our investor
presentations every six months.

» The Executive Directors, primarily the CEQ, will meet with customers during the year, typically our
largest customers.

« At o Board level, project success stories ond retrospectives are included as part of the regular
Board agenda, with the teams directly involved in the project presenting to the Board and
receiving Board input and feedback.

Outcomaeas « We received 553 customer engagement surveys, with 99% rating us ‘Good’, ‘Very goad’ or

‘Excellent’ overall. Responses are used to inform our continuous improvement programme, which
aims to meet or exceed customer expectations on every project.

During the year, a total of nine team success stories, two externol speakers and two retrospectives
were presented to the Board.

9904

Wo recelved 8§83 customer engagement
surveys, with 99% rating us ‘Good’,
‘Very good’ or ‘Excellent’ overal

2022: N/A
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¢) Our investors ond shareholders
We value the support of our shareholders and recognise their interest in our strategy, our performance and our progress on key

strategic programmes.

Investors and shareholders

Their Interests .

.

Our strotegic direction ond successful implementation of the strategy.
OQur operational and financial performance.

Our dividends and total shareholder return.

Our ethical stance as a Company, including our approach to ESG matters.
Qur remuneration practices.

Any developments in our markets,

How wo ongage .

Qur CEO and CFO meet analysts and institutional shareholders throughout the year, with detailed
updates following our interim and full year results.

Our Chair engages with shareholders on various topics raised, addressing enquiries, setting out
our position and offering to discuss further, where required, in person or virtually.

We communicate with private investors through the RNS Service, the Annual Report and the
Annual General Meeting.

We make financial and other information available on our website.

Qutcames .

We increased our understanding of shareholder views on dividend policy, environmental
considerations, and tax tronsparency.

we published our tax policy on our website.

Our CEQ and CFO provide regular feedback from these meetings to the Board. Formal feedback
is also obtained by our PR and financial advisors and reported to the Board.
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d) Our communities

We believe that as a responsible business, we need to contribute to the communities within which we operate.

Further information regarding our community engogement is set out in the Corporate Governonce Report and is referenced in
the Social: our people and our communities section of this report.

Communities

Their interests « Qur engagement with community-based programmes.
« Qur carbon footprint and our commitment to reducing our envircnmental impact.
« Qur employment options for their communities,
« Qur tax strotegy ond tax transparency.
» Qur ethical stance as a company.
How we engage « Our outreach programmes engage with our local communities to ensure that our programmes
support the needs of our stakeholders.
« Our volunteer-led charity committees support and amplify the fund-raising efforts of our
colleogues and oversee the selection of our global and local chorities.
Outcomes « Wa extended our outreoch programmes to operate globally, with participants from 22 countries.

Wa increased our graduate and school-leaver recruitment programmes.

We increased our level of charitable donations.

we published our tax policy on our website,

We achieved carbon neutral in 2021 and remain on schedule to achieve net zerc by 2025.

Community initiatives are managed within the relevant Board committees and discussed with the
full Board.

184 GRADUATES

Wo recruited 184 graduotes and 22
placement students in 2023

2022:142 graduates and 17 placement
students
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Qur engagement in action

In July 2021, England moved to Step 4

of the Covid-19 exit plan, which relaxed
most sociol distancing restrictions

and included the ability to return to
office-based work. In parallel, there

was general encourogement from
government ministers and commentary
in the press and from high-profile
business personalities for us to return to
offices.

While it was clear that the global
health situation was improving, our
ossessment about a return to the
office differed from this guidance. Our
assessment, informed by our work
supporting the NHS in its Covid-19
response programmes, was that there
was a high likelihood of a resurgence
later in 2021, which was termed at the
time os ‘the winter surge’.

With this assessment in mind, we
considered the various needs of our
stakeholders ond retained cur guidance
thot our colleagues should continue to
work from home, where it was possible
ond saofe for them to do so.

Qur employees Since the start of the
pondemic our colleogues experienced
low infection rates from Covid-13, and
we believed that our work-from-home
guidance, coupled with our colleagues’
coution and diligence, contributed to
these low rates. We also recognised that
the pandemic had brought additional
care responsibilities for many peopie,
which would need to remain in place
until the risks of infection hod further
reduced. In considering our decision

in July 2021, we consulted with our
leadership community across Kainos
(c.300 of our most senior colleagues
based in severol countries), and then
engaged with everyone in Kainos. For
those people who wished to work inan
office-bosed environment, we issued
guidance for safe working at our
offices, which had remained open since
September 2020.

Qur customers We had been
successfully supporting our customers
remotely since March 2020, drawing
very favourable feedback for the quality
of work that we had delivered. This
feedback, coupled with the opinions of
our customer-focing stoff, helped shape
our customer engagemant in July 2021,
where we explained our preference

for working remotely. The customer
feedback wos overwhelmingly positive,
ond in the small number of cases where
onsite working was reguired, we were
able to facilitate arrangements thot
were supportive of the needs of our
customers and our colleagues.

47

Qur shareholders A remote working
model, and its associated lack of trave),
was an important consideration for our
shareholders. The raduced expense
and reduced environmental impact
are notable factors for an investor in
assessing whether to become or remain
a shareholder in Kainos. We shared our
remote working guidelines formally

in our Trading Updates and Interim
Results communications, although our
continued policy was also very visible
on our website and in our external
communication.

Cur communities In opting for our
cautious approach, we contributed

to reducing the load on healthcare
systems in over 20 countries; ot

the same time, we supported those
colleagues who had additional care
responsibilities for vulnerable people.
We moved our outreach programmes
to a virtual format, engaging with over
1100 young people. We extended our
recruitment from school and college,
building a virtuol programme to support
our new recruits as they started their
digital careers. Finally, in asking our
peopie to limit travel, we continued

to minimise the impact that business
travei had on the environment.
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Code of ethics: our ethical
principles and commitments

We are committed to conducting

our business ethically - thisis o
commitment which resonates with

all our stakeholder groups ~ and our
code of ethics directly responds to the
concerns and interests of the public ond
our customers.

Our six ethical principles: wellbeing,
equality, the environment, transparency,
integrity and taking the initiotive to
maoke a positive difference. These
principles could not be more important
to our people, our customers and the
communities we serve.

Our code of ethics outlines our
commitments to our ethical principles
in ¢clear and active terms. This is
deliberate, Everyone in Kainos is
working proactively to deliver against
our ethical commitments wherever they
are relevant.

Our ethical stance isn‘t new, but our
code of ethics is the newly formalised
way in which we have consolidated
and codified our long-standing ethical
principles and commitments so thot
these are clear and visible to our
stokeholders now and in the future.

As detailed above, ethics is core to

our approach to business and we are
already delivering considerable social
value and sthical outcomes through the
work that we do and the woy that we
work.

We have worked collaboratively
across Kainos to ensure our code of
ethics reflects the needs of the whole
Company.

We hove agreed our six ethical
principles together and outlined how to
apply these in our everyday business
dealings through our 36 ethical
commitments.

We know the number of lives that we
touch as an organisation is vast. In
the past year, 60 million people have
used o system or service thot we have
delivered.

That is why our code of ethics is so
important, and why we will strive to
make sure everything we do is aligned
to it, so that we can create the best
outcomes for our people, our customers
and our communities.

Business ethics: Humon rights,
anti-bribery, anti-corruption and
whistleblowing

We operate a zero-toleronce approoch
to corruption and bribery in all our
business dealings and encourage staff
to report suspected wrongdoing as
soon as possible. We also recognise
that all businesses face the risk of
things going wrong from time to time,
or of unknowingly harbouring illegal or
unethical conduct Our culture is one
of openness and accountability, which
we believe is essential to reduce the
possibility of these situotions occurring,
but also to swiftly address them should
they occur.

These principles are reflected in our
global anti-corruption and anti-bribery
policy and our whistleblowing policy
and there i mandatory training for all
stoff on these issues.

An independent whistleblowing hotline
is available and anonymous reporting is
facilitated with all reporting treated as
confidential.

The whistteblowing policy is proactively
communicated to the workforce and
there is mandatory Anti-Bribery and
Corruption training for all colleagues
which includes troining on the
whistleblowing policy.

We do not tolerate slavery or human
trafficking and we take a risk-based
approach to our supply chains. We
strongly support the enactment and
enforcement of human trafficking lows
that recognise and protect victims,
while seeking to bring traffickers to
justice. Our whistleblowing policy
encourages staff to report ony
wrongdoing, and this extends to humon
rights violations, such as modern
slavery.

These policies are reviewed on o regular
schedule to ensure they reflect the most
recent legislation and thot they adopt
best practice in this area. The review
and update schedule of these policies is:

+ Global onti-corruption and anti-bribery
policy. Updated every two years,
current version is June 2022, with the
previous version dated April 2020,

« Whistleblowing policy. Updated every
five yeors, current version is March
2021, with the previous version dated
April 2016,

« Modern slavery statement. Updated
every year, current version is April 2023,
with versions updated every year since
2016.

In this reporting period, there were
zero incidents of breaches of our
anti-corruption and anti-bribery
policies (2022: zero); ond there were
zero breaches of our modern slavery
statement (2022; zero). There were
zero incidents referred through our
whistleblowing process (2022: zero).

Our six ethicol principles

Our six ethical principles: wellbeing,
equality, the environment, transparency,
integrity and taking the initiative to
make a positive difference. These
principles could not be more important
to our people, our customers and the
communities we serve.
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Quuality stondords, data privacy
and security

Our commitment to delivering a high-
qguality service to our customers has
been established over 36 years in
business. To achieve this consistent
quality, we have invested in our guolity
management system.

This system is based upon the following
quality certifications:

« 1SO9001 (Quality Monagement
System), held since 1993.

o 1SO20000 (Information Technology
Servica Management System), held
since 2009.

« 1SO27001 (Information Security
Manogement System), held since 2011,

We ensure adherence to these
standards through our own internal
training programme, supplemented by
our internal audit review.

As part of the certification process, we
are subject to a six-monthly external
assessment to ensure that our controls
ore robust, thot we are applying them
consistently and we ore updating them
regularly to reftect the most recent best
practice.

In addition, informotion security risks
are assessed and reviewed regularly
in IT steering meetings with our senior
management team,

Kainos also participates in third-party
assessments for public and privote
sector customers to evidence that

our associated security controls are
effective and address any related risks.

During the year there were no
incidents of data security or privacy
breaches that required reporting to the
Information Commissioner {2022: zero).

We recognise the sensitivity of the
information which we process daily and
have prioritised secure dato handling
processes, product design, hosting and
operational management.

Qur people complete security
awareness and data handling training
annually.

We have selected SOC 2 Certification
for our Smart products. This covers
security, availability, processing
integrity, confidentiality and privacy.
These practices are subject to external
assessment annually, by global
consulting firm £Y.
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FINANCIAL REVIEW

"WE CONTINUE TO HAVE
A STRONG FINANCIAL
POSITION, WITH £108.3
MILLION OF CASH
(2022: £76.6 MILLION),
NO DEBT AND NET ASSETS
OF £129.3 MILLION
(2022: £107.7 MILLION).”

FY23 was another year of excellent
financial performance

In summary, we grew revenue by 24%
(20% ccy) to £374.8 million (2022: £302.6
million). Digital Services revenue rose
by 12% to £224.4 million (2022: £199.8
million), reflecting increased demand
for digital transformation, primarily
across the public and commerciol
sectors. Workday Services revenue grew
49% (40% ccy) to £105.7 million (2022:
£70.9 million) driven by growth in North
America. Workday Products revenue
increased to £44.7 million (2022: £31.9
million), representing growth of 40%
(26% ccy) (2022; 32%). The Operating
Review provides more informotion on
our revenue performance.

QOur overall gross margin was 47.3%
(2022: 46.3%). Digital Services’ gross
margin decreased to 38.1% (2022
38.7%), mainly due to the two additional
UK bank holidays in the period. Workday
Services margin remained consistent ot
54.2% (2022: 54.3%). Workdaoy Products
margin increased to 76.6% (2022: 76.3%).

Operating expenses

Operating expenses increased by 33%
to £124.6 million (2022: £93.6 million).
The growth in operating expenses is
higher than revenue growth due to
the increased investment in Workday
Products in both sales and product
development.

Our investment in product development
increased to £9.1 million (2022: £6.0
million), all of which was expensed
during the period. We recognised £4.2
million of Research & Development
Expenditure Credit (RDEC) income
during the year (2022: £3.2 million).

ARternative performance measures

We use underlying results to manage
the business and measure performance
day-to-day. We believe that ‘adjusted
profit before tax’, ‘adjusted EBITDA" and
'‘adjusted diluted and basic earnings
per share’ better represent the Group's
underlying performance and make

it easier to compare the Group’s
performance between periods,

Our adjusted results exclude the effect
of share-based payment expense,
acquisition-related expenses, including
amortisation of acquired intangible
assets, and compensation for post-
combination services.

The adjusted profit measures we

use are not defined in UK-odopted
Internotional Accounting Standards and
our definitions may not be comparable
with similarly titled performance
measures and disclosures in other
entities. The odjusted profit measures
reconcile to the reported numbers as
follows:

2023 2022
Adjusted profit moasures (£0005) (£000s)
PROFIT BEFORE TAX 54,338 45,993
Share-bosed payment expense and related costs 6,346 3,727
Amortisation of acquired intangible assets 2,642 1,890
Compensation for post-combination services 4,176 5,520
Acquisition-reloted expenses S7 1,641
ADJUSTED PROFIT BEFORE TAX 67.559 58,771
PROFIT AFTER TAX 41,645 35,768
Share-based payment expense and related costs 4,886 2,907
Amortisation of acquired intangible assets 2,642 1,890
Compensation for post-combination services 4,176 5,520
Acquisition-related expenses 57 1,641

ADJUSTED PROFIT AFTER TAX

53,406 47,726




Kalnos Annual report 2023

Adjusted EBITDA

51

ADJUSTED PROFIT BEFORE TAX

Depreciation of property, plont and equipment

Depreciation of right-of-use assets
Finance expense

Finance income

ADJUSTED EBITDA

2023 2022
(£0003) (0003}
67.559 58,771
2,249 1538
1,163 1,654
71 74
(1,463) (52)
69,579 61,985

Adjusted pre-tax profit increased by

15% to £67.6 million (2022: £58.8 million).

Profit before tax increased by 18% to
£54.3 million (2022: £46.0 million).

Corporation tax charge

The effective tax rote for the year wos
23% (2022: 22%). This is higher than the
UK tax rote of 19% as we earn profits in
countries with higher corporation tax
rates thon the UK.

Financial position

We continue to have o strong financial
position, with £108.3 million of cash
(2022: £78.6 miillion), no debt and net
assets of £129.3 million (2022: £107.7
million). Underlying trade receivables
and accrued income balance is similor
to last year ot £74.5 million (2022: £74.7
million), despite the growth in revenue,
due to very strong cash conversion in
the period.

Property, plant and equipment
decreased to £9.5 million ot the year
end (2022: £14.9 million). During the
year £5.2 million was transferred

from property, plant and equipment.

to investment property, reflecting

our agreement to sell part of the site
acquired in 2019 for the development
of our future headquarters in Belfast.
Furthermore, we listed property located
in Belfast for sale in February 2023. The

carrying value of this property (£0.3
million) has been transferred to assets
held for sale within current assets.

Cash flow and cash conversion

Cash conversion, which is cash
generated by operating activities as
a percentage of adjusted EBITDA,
remained strong at 104% (2022: 83%).

Olvidend

Our progressive dividend policy
maximises shareholder returns, while
ensuring we have sufficient funds

to invest in long-term growth. The
proposed final dividend recommended
by Directors is 16.1p and, if approved by
shaoreholders, will be paid on 20 October
2023 to shareholders on the register on
29 September 2023, with an ex-dividend
dote of 28 September 2023. This will
make the total dividend for the year
23.9p (2022: 22.2p) which will represent
a distribution of 56% of adjusted profit
ofter taxation (2022: 58%).

Richard McCann
Chief Financial Officer
19 May 2023

£374.8

£67.6

Revenue (m)
2022: £3026m

Adjusted pre-tax profit (m)
2022; £58.8m
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KEY PERFORMANCE INDICATORS (KPIs)

WE AIM TO INCREASE PROFITABILITY
WHILE MAINTAINING A HEALTHY
FINANCIAL POSITION AND INVESTING IN
THE PEOPLE AND OPPORTUNITIES WHICH
UNDERPIN OUR GROWTH.

WE TRACK SEVERAL KPIS TO
IDENTIFY TRENDS IN OUR OPERATING
PERFORMANCE AND TO ASSESS
PROGRESS OF OUR KEY OBJECTIVES,

SUCH AS STAFF WELLBEING AND 2023 427.8 million
ENGAGEMENT. 2022 349.8 million
FINANCIAL KPI TARGETS ARE USED AS

A BASIS FOR REMUNERATION AWARDS

AND ARE IDENTIFIED IN THE DIRECTORS’

REMUNERATION REPORT. " o

Bookings (m)}
2022: £349.8

2023 99% 2023 88%

2022 98% 2022 86%

g 9 /0 [o) 8 8 /0 o}
)

Overall customer sctisfaction rating™ (%) Staff retention (%
2022: 98% 2022: 86%

{19) Dato collotod from ropudar feedback furvoys conductod with subsat of Koinos customors ovor
tha courve of tha yoar.
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@ Financiol KPI
0 Non financial KPI

2023 374.8 million 2023 67.6 million
2022 302.6 million 2022 $8.8 million |

E 3 ; I [ 8 e £ 6 ; [ 6 e
Revenue (m) Adjusted Pre-Tax Profit {m)
2022: £302.6m 2022; £58.8m

2023 821 customers 2023 2,990 employees
2022 731 customers 2022 2,692 employees
Number ot customers Nurnber of staff

2022: 71 2022:2,692
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RISK FACTORS AND UNCERTAINTIES

WE RECOGNISE THE
IMPORTANCE OF EFFECTIVE
RISK MANAGEMENT AND
THE NEED TO BE PROACTIVE
TO MITIGATE POTENTIAL
THREATS WHICH COULD
ADVERSELY IMPACT OUR
OPERATIONS, REPUTATION
AND FINANCIAL RESULTS.

WHILE WE CAN NEVER
ELIMINATE ALL RISK, WE
CONTINUE TO MONITOR
AND MANAGE THE
EFFECTIVENESS OF OUR
INTERNAL CONTROLS
THROUGH OUR RISK
MANAGEMENT FRAMEWORK
AND ASSOCIATED
GOVERNANCE STRUCTURES,
DEVELOPED TO HELP US
SAFEGUARD OUR PEOPLE,
OUR CUSTOMERS AND

OUR BUSINESS.

Risk governance

The Boord has responsibility to
ensure that risk is managed across
our Compony and understand that
effective risk management is essential
to meeting our strategic objectives.

The Boord considers our risk
ossessment framewark and governance
structures to be robust and provide
assuronce that risk is being identified,
monitored ond manoged effectively.

Risk management process

The Group Risk Register is our principal
tool for monitoring and reporting

risk. The Risk Register describes esch
principal risk, its potential impact, the
likelihood of it materialising and any
appropriote mitigating controls to
reduce the risk to an accepted level.
Senior management co-ordinates the
register’s preparation, using input from
all areas of the business. An appropriate
senior manager is assigned ownership
of eoch risk and is responsible for
ensuring that appropriate controls
and mitigating octions are developed
to reduce the likelihood and potential
impoct of the risk being realised. The
Audit Committee formally reviews the
Risk Register twice eoch year, with
flexibility to meet if there is emerging
risk or substantial changes to principa!
risks which require attention.

When risks change significantly, they
are reported to the Board by the Audit
Committee who alse update the Board
ofter each formal review of the Risk
Register.

While individual risks have changed
over the last year, our underlying risk
profile is not significantly different from
the previous report; however, we have
continued to strengthen and embed
cyber and data privacy controls into our
business, as well as a continued focus
on addressing climate-related risk.

Cyber and information security:
Cybersecurity and data privacy
continue to be principal risks for our
business as the threat landscape
avolves and becomes increasingly
complex. We have made significant
investmants over the past year to
improve our cybersecurity capabilities
and enhance our data privacy practices
and we will continue to prioritise
cybersecurity and data privacy as key
risk areas going forward.

Climate-related risk: We are committed
to reducing our carbon impact and
achieving carbon net zero by 2025 and
oim to reduce absolute Scope 1and 2
GHG emissions 70% by FY26 from a
FY2Q base year and to reduce Scope 3
GHG emissions 45% per unit of value
added within the same timeframe. In
assessing the direct climate risk to our
business, for instance from extreme
weather avents, we assess this as being
a moderate risk. A greater risk is one

of reputational damage. Further detail
on this can be found in the section 'Our
Environmental, Social and Governance
(ESG) Commitments’.

Detailed risk agssessment

The following tables provide a summary
of our principal and emerging risks,
informed by our Group Risk Register.
The risks are not listed in order of
severity or potential impoct. The table
is not intended to be exhaustive and
there may also be risks that we do

not currently consider to be sericus

or which we are willing to accept to
support strategic objectives.

Where possible, we have taken steps
to monage or mitigate risk using o
combination of technical, operational
and legal controls, but we cannot
entirely sofeguard against all of them.
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1. Long-term climate change and
sustainability

2. Cyber and informotion security

3. tncreasing complexity of global data
protection lows

4. Increasing customer demands in o
competitive skills market

S. Partner refationships
6. Global macro-economic events
7. Exchange rate fluctuotions

8. Non-compliance with laws and
regulations

060 |0

LIKELIHOOD

00

o o

IMPACT

Description Potential impact and mitigotion
1. Long-term With investors and Potential impact
climate change and other stakeholders A slow response to our climate responsibilities could lead to fines for
sustainability increasingly focusing non-compliance, increasing costs for carbon offsetting and potential
on sustainability reputational damage. Reputational damage may encourage colleagues
Risk to: and climate, there is to leave Kainos or deter applicants from joining us; it may also deter
reputationol risk for us customers from appeointing us to projects and investors awning our
Change: + if we decide not to act, shares.

or act too slowly. Mitigation

We achieved corbon neutrality in 2021 and remain on track to be carbon
net zero by 2025. We believe that achieving this ambitious target
mitigates this risk.

Fur lher deluils uie vullined in Ui OQur Envilonmentual, 3ocial and
Governance (ESG) Commitments section.

et S, ]
Key

People 4 Increased risk

Customers # No change of risk

Markst & Decrecsed risk
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RISK FACTORS AND UNCERTAINTIES CONTINUED

Description

Potential impact and mitigation

2.Cyberand
information security

Risk to:

Change: §

Cyber threots are
constantly adapting
and increasing in
number, frequency
and sophistication.
We must develop
appropriate controls
and protective
measures to ensure
the confidentiality,
integrity, and
availability of our

IT systems, both
internally and as part
of our service offerings
to customers,

Potential impact

By failing to protect sensitive data and information systems from cyber-
attacks, we face legal, financial and reputational risk which could reduce
short-term profits, expose us to regulatory fines (for example under
GDPR), lead to significant remediation costs and contractual liability, and
damage our customer relationships and market credibility.

Mitigation

Wae continue to monitor the cyber threat londscape and invast in
developing ond strengthening our defences against cyber-attack. we
review and test the effectiveness of our ISMS controls against industry
best practice, assisted by independent external certification (IS027001).

Regular updates on our security programme are provided to our
senior management teom through the Cyber Steering and Audit

and Risk committee with representation from our Chief Information
Security Officer (CISO), Chief Information Officer (C1O), cyber security
ond information security teoms and from our legal and business
management.

We continue to improve and develop our technical, operational, and
contractual measures to address risk, coupled with regulor, mandatory
training for all staff on information security and data privacy.

3. Increasing complexity
of global data
protection laws

Risk to:

Change: & -

We need to comply
with legal, regulatory
and contractual
information security
and data privacy
requirements. It is
essential that we
adhere to regionol
regulations regarding
data privacy and data
protection.

In Europe, GDPR
mandates a suite of
data privacy controls
to mitigate the risk

of unauthorised
disclosure of persona!
information. Other
jurisdictions have
similar measures and
as we expand into new
regions, it is imperative
that we understand
and adhere to the
applicable controls.

Potential impact

Non-compliance could expose us to liability and financial penatlties (for
example under GDPR), reduce profit and cash flow in the short-term, and
damage our customer retationships and credibility in the market.

Mitigation

We review the impact of information security and data privacy
regulations and legislation on us ond our customers. These reviews
influence our internal controls and processes and the design of products,
solutions and working practices. Specific dato privacy controls or
conditions are included, where relaevant, to our customer or supplier
contracts.

We make staff aware of the potential impact of changing regulations
and provide targeted training within business divisions. Our activities to
ensure the provision of GDPR controls includes, but is not limited to:

» Staff educaotion regarding data privacy.

« Data Privacy Impact Assessment (quglification screening at minimum)
for all projects.

« Data mapping (Record of Processing).
= Customer consent through legitimate interest terms and conditions.
« Retention controls.

« Personal rights in place, such as right to be forgotten, right to amend,
right to view/disclosure.

* As we enter new regions, we ensure thot:
- We review the relevant privacy lows.
- We put in place effective initial controls at the project level.

- As additional projects start, we standardise the controls for thot
region and manage them centrally through the Data Protection
Officer function,

A Data Protection Steering body is in ploce, meeting monthiy to ensure
that the data privacy mandate is prioritised, planned and governed
accordingly.
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Description

Potential impact and mitigation

4. Increasing
customer demands
in a competitive
skills market

Risk to:

Change: §

Increased market
demand for skills in
areas such as data
and Al, cybersecurity
ond application
development may
introduce challenges
when recruiting new
people and retaining
our current skilled
employees.

Potential impact

This could impact our ability to provide solutions and services to
our customers, exposing us to liability, reducing profit and cash flow
in the short-term and causing damage to our reputation, customer
relationships and staff morale.

The continued global shortage of digital skills means the likelihood and
impact of this risk has remained constant from the previous year.

Mitigation

We have worked to become an employer of choice in some of our
key locotions, notably Belfast, Birmingham and Gdansk, ond have a
team, processes and infrastructure dedicated to recruiting the most
appropriate candidates through a streamlined hiring process.

We have invested in our recruitment team, reviewed our reward ranges
and taken steps to define and promote our employer brand in key growth
locations.

Staff engagement is a key area where we continue to focus on ensuring
compelling financial rewards and benefits for our people, having clear
developmental and career progression opportunities and leveraging
feedback from regular surveys to create action plans to improve our
performance as employers.

5. Partner relationships

Risk to:

Chonge:

Losing access to
essential intellectual
property, or services
which could impoct
partner-influenced
sales duetoa
deterioration in
strategic partner
relationships.

Potential impact

Failure of partner relationships could reduce revenue, profit and
cosh flow in the short-term and damaoge our reputation, customer
relationships and market confidence in us.

Mitigation

We have contracts to detail the relationship with our main partners,
including Workday, Microsoft and AWS. Our partner arrangements may
include accass to propristary materials such as training, know-how or
bronding, which we require to deliver or enhance our services.

Kainos operotes o Strategic Alliances Team to establish and manage
relationships with all key partners.

Qur partner managers have regular contact with key partners.

People ® Increased risk
Customers « Nochange of risk

Market 4 Decroased risk
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RISK FACTORS AND UNCERTAINTIES CONTINUED

Description

Potential impact and mitigation

6. Global macro-
economic events

Risk to:

Chonge: &

We moy be offected
by:

« The instability of the
financial system,
market disruptions
or suspensions.

« A materiol downturn
in the financial
markets or an
economic recession.

» Theinsolvency,
closure,
consolidation or
rationalisation
of ports of our
customer base.

Increased
geopoliticol
instability caused by
the Russian invasion
of Ukraine.

Potential impact

If these events occur, they could harm our revenue, profit, growth and
cash flow over a sustained period, result in higher costs and disruption to
our business, damage our reputation or cause financial loss if customers
do not renew their contracts.

Mitigation
We strive to build a balanced business, where our revenues are generated
from many different sources, they are:

» from different service lines: Digital Services (60%), Workday Services
(28%) and Workday Products (12%);

« derived from separate sectors; commerciol (50%), public sector (37%)
ond heglthcare (13%);

+ spread over different regions: UK & Ireland {(65%), North America (25%),
Centrol Europe (9%) and the rest of the world (1%); and

« from different business models: services (85%), Subscription (11%),
third party and other {4%).

In addition to this resilience in our revenue streams, we also hove o
considerable controcted backlog (typicolly 85% of prior year revenues)
that provides short-term protection.

7. Exchange rote
Ructuations

Risk to:

Change: =»

There is o risk of
moterial detrimental
movement in foreign
exchange rates.

Potential impact
This could harm our revenue, profit, growth and cosh flow over a
sustained period.

Mitigation
Woe have a treasury policy to mitigate currency risk, which we review and
approve annually.

8. Non-compliance with

laws and regulations

We must comply with
laws and regulations
opplicable to us and

Potential impact
Non-complionce could expose us to liability and/or fines, negatively
impact profit and cash flow in the short-term and cause reputational

Risk to: design our products domage.
and services to meet
. Mitigation
. laws and regulations - .
Change: & applicable tgo our Our finance and legal teams review draft and current regulatory and
customers. legislative requirements, including, for example, the Network and
’ Information Systems Regulations and GDPR and provide an impact
assessment for the produsts and servicas that we deliver to customers,
Kainos’ internal processes and systems are monitored with a view to
ensuring compliance with applicable laows and regulations.
We have processes in place designed to ensure awareness of regulatory
requirements and thot the relevant information is appropriately
disseminated. There are well established training and awareness
activities,
In relation to bribery and carruption, we have established policies in
place, with associated training. Mcre details on these policies can be
found in the ‘Business Ethics’ section of this report.
Key
People % Increased risk
Customers # Nochange of risk
Market ¥ Decreased risk
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VIABILITY AND NON-FINANCIAL
INFORMATION STATEMENTS

Viability statement

In accordance with Provision 31 of the
UK Corporate Governance Code, the
Directors have assessed our viability
over a three-year period, ending

31 Morch 2026. In making this
assessment, the Directors have
assessed the prospects of the Group

by considering the Group’s current
financiol position, its recent and historic
financial performance and forecasts,
its business model ond strategy ond the
Principal Risks and uncertainties.

The Directors have reviewed the period
used for the assessment and consider
that three years remains appropriate.
Three years is considered sufficient to
assess the rate of change in each of our
three divisions and is oppropriate given
the nature and investment cycle of a
technology business. It also aligns with
our strategic planning timeline.

In performing the assessment, the
Directors considered our long-term
strategy and focus, the growing
demand for our products and services,
the increasing level of recurring revenue
ond Jow customer ottrition, the trock
record of strong cash generation and
the healthy cash balance, with no debt
from financiol institutions.

The Directors also considered the risks
of regional ond political changes in our
main markets on each of our business
areos.

The Board believes thot our global
structure meons we are less susceptible
to the effects of regional changes,

os the vast majority of our costs are
incurred in Sterling oand most revenue

is olso earned in Sterling. Revenues

earned in foreign currency, including
the Euro and US Dollar, have most of
their associated costs in the same
foreign currency.

We remain optimistic that we are
well positioned to help public and
private sector organisations in their
digital transformation initiatives. we
have a proportionally fow fixed cost
base, which enables swift responses
to adverse economic conditions
when required, further supported by
our strong cash position, low capitol
commitments and no borrowings.

The Directors’ review included
sensitivity analysis on the Group’s
future performance and solvency

over three years, taking into account
severe but reasonable scenarios

for the principal and emerging risks
facing the business. Based on this
assessment, the Directors have a
reasonable expectation that should
these risks manifest themselves, either
oll or in part, the Group can manage
and mitigote the adverse outcomes,
such that we will be able to continue

in operation and meet our liabilities

as they foll due over the three-year
period of their assessment. In doing s0,
we recognise that such assessments
are subject to a leve! of uncertainty
that increases with time and, therefore,
future outcomes cannot be guarantsed
or predicted with certainty.

Based on their assessments of
prospects and viability above, the
Directors confirm that they have o
reasonable expectation that the Group
will continue to operate and meet its

liabilities as they fall due, for at least the

next three years.

59

Non-financial information
statement

We comply with the non-financial
reporting requirements contained

in sections s414CA and 414CB -

of the Companies Act 2006. The
information provided above is to help
our stakeholders understand our
position on key non-financial matters,
specifically employees, social matters,
respect of human rights, environmental
matters, and anti-corruption and anti-
bribery matters.

The Strategic Report was approved by
the Board and signed on its behalf by:

Gy Wty

Brendan Mooney

Chief Executive Officer
19 May 2023
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DIRECTORS' BIOGRAPHIES

e

Tom Burnet (aged 55),
Chair
Appointed: 26 September 2019

Tom groduoted with an MBA from the
University of Edinburgh. In addition

to his responsibilities at Kainos, Tom

is Non-Executive Chairman of The
Baillie Gifford US Growth Trust plc,
Non-Executive Chairman ot Aker
Systems and Non-Executive Chairman
at Reward Gateway. He is also a Non-
Executive Director of the BMO Private
Equity Trust.

He started his career as an Army Officer
serving in the Biack Watch {RH.R.) and
is @ member of the King's Bodyguard in
Scotland.

Tom was appointed Company Chair
on 26 September 2019, having joined
the Board at the Company’s admission
to the market in July 2015. He is Choir
of the Nominations Committee and

a member of the Remuneration
Committee.

Key

O Nominations Committee
O Remuneration Committee
o Audit Committee

. Chair of Committee

. Chair of Committee

. Chair of Committee

Brendan Mooney (aged 56)
Chief Executive Officer (CEQ)
Appointed: 10 July 2015

Brendon joined Kainos in198% as o
trainee software engineer before
moving into several technical and
commercial roles in Dublin, London
and the US. He was appointed CEO of
Kainos in 2001. In addition to his role ot
Kainos, Brendan has previously served
as a Non-Executive Director on several
private technology companies, at the
Probation Service for Northern Ireland
and as a Lay Magistrate. Brendan has
received both an Honorary Doctor of
Science (DSc) and an Honerary Doctor
of Economics (DSc Econ) in recognition
of Kainos’ contribution to the economy.
He was appointed to the Board on the
Company’'s admission to the market, on
10 July 2015.

He was appointed to the Board an tha
Company's admission to the market, on
10 July 2015,

Kainos Annual report 2023

Richard McCann (aged 58)
Chief Financial Officer (CFO)
Appointed: 10 July 2015

Richard is g Fellow of the Institute

of Chartered Accountants in treland
and trained with Coopers & Lybrand,
before moving into industry with

Galen Holdings plc. He joined Galen

os financial controller of a start-up
subsidiary in the US and subsequently
become Senior Vice President in

charge of Corporate Finance, with
responsibility for acquisitions and
investor relations. He was Managing
Director of two subsidigries in the Almac
Group, including a US subsidiary that
provides software development services
for pharmaceutical companies.

Richard joined Kainos in 201 and

was appointed to the Bodrd on the
Company’s admission to the market on
10 July 201,
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Andy Malpass (aged 61)
Independent Non-Executive
Director

Appointed: 10 July 2015

Andy graduated with o BA (Hons)

in Accounting and Finonce from
Lancaster University and is a Fellow of
the Chartered Institute of Management
Accountants. He has over 30 years'
experience in the software industry,
covering both private ond public
companies. Most recently, Andy was
Group Finance Director of Fidessa
Group plc {(formerly Royalblue Group
plc) which he joined in 1995, and where
he has also been Compony Secretary.
He is currently o Non-Executive Director
and chair of the Audit Committee of
occesso Technology Group ple.

Andy was appointed to the Kainos
Boord on the Company's admission to
the market on 10 July 2015, He is Chair
of the Audit Committee.

_Jele/

Katie Davis (aged 58}
Independent Non-Executive
Director

Appointed: 20 November 2019

Katie holds a BS in Electrical
Engineering from the University of
lllinois at Champaign/Urbana. She is an
experienced leader, with g strong track
record of delivery in both the public and
private sectors. She joined Accenture's
Chicago office in 1987, moving to
London in 1988 and becoming a partner
in Accenture’s Customer Relationship
Management practice in 2000.

In 20086, Katie joined the Cabinet Office,
with responsibility for increasing the
capacity and capability of UK central
government and the wider public
sector, to deliver large-scale IT-enabled
business change. She subsequently held
several senior positions in the Cabinet
Office, Home Office, Department of
Health and NHS. In 2012, Katie was
named as one of the 25 most influential
women in IT by Computer Weekly.

Katie was appointed to the Board

on 28 November 2019. She is Chair of
the Remuneration Committee and a

member of the Audit Committee and
Nominations Committee.

o000

Rosaleen Blair (aged 5§7)
Independent Non-Executive
Director

Appointed: 1 January 2021

Rosaleen is the founder and Chair

of Alexander Monn Solutions (AMS),
a pioneer in the global workforce
soltutions industry. She wos CEQ of
AMS for 23 years, leading the business
from a start-up to a global business
working in partnership with clients
such as Deloitte, HSBC, Novo Nordisk,
Rolls-Royce and Santander. AMS has
11,000 employees and operates in 100
countries.

Rosoleen is a serial entrepreneur

and adviser to numerous componies.
She is also the Chair of Everywoman,
an organisation dedicated to the
advancement of women in business.
Rosoleen is involved in several not-for-
profit initiotives, notably serving as
Chair of the London irish Centre ond
as an Enterprise Fellow of The Prince’s
Trust. She was the returning Chair of
EY's World Entrepreneur of the Year
Awards in 2022,

Rosaleen is recognised as an industry
leader and entrepreneur, winning
numerous awards including Veuve

Clicquot Businesswoman of the Year
(2007) and EY London Entrepreneur
of the Year (2006). She was awarded
o CBE for services to business and
recruitment

Rosaleen was appointed to the Board on
1 January 2021. She is a member of the
Nominations Committee, Remuneration
Committee and Audit Committee.
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The Boord believes in strong governance, ond we recognise
the importance of complying with the various aspects of the
UK governance framework. This section of the Annual Report
outlines how we maointain high stondards of corporate
governance, as well as summarising how each Boord
Committee functions and their work during the year.

Statement of application of and compliance with the
UK Corporate Governance Code 2018

This section explaing how we have applied the principles of
the 2018 UK Corporate Governance Code (‘the Code’), which
is avaoilable at www.fre.org.uk.

Throughout the finoncial year ended 31 March 2023 the
Company fully complied with all of the provisions of the Code
except for Provision 36, which we fully complied with from
June 2022, os exploined below.

In our FY22 Annual Report, we noted an exception with
regards to Provision 36, Our Remuneration Policy (approved
at the September 2022 AGM) fully addresses this
requirement, whereby all Director share awards are now
subject to o three-year vesting period and an additional
two-year holding period prior to exercise, The new policy
applied to the shore awards granted to Directors on

28 June 2022.

BOARD LEADERSHIP AND COMPANY PURPOSE

Aligned with our strotegy, the Board's role is to deliver
long-term success for Kainos and create volue for its
stakeholders. Our purpose, values and strategy are set out
in full in the Strategic Report.

Stokeholder engagement

The Group’s long-term success depends on how it interacts
with its stakeholders. The Board welcomes interaction with all
stokeholders and is alwoys available to employees, customers,
shareholders and communities, as an alternative to meetings
with the Executive Directors.

Full detoils of our stakeholder engagement are set out in our
Section 172 Stotement, which is in the ‘Governance: our
stakeholders’ section in the Strategic Report.

Board and workforce engagement

We believe in the importance of dialogue between the

Board and the workforce and have ¢reoted a number of ways
for this to happen, in addition to the Executive Directors’
regular interactions with the wider organisation.

Our Culture and Development Group (CDG)

The CDG comprises senior representatives from our different
business areas offering perspectives from a sector, proctice,
region and technologist point of view. Chaired jointly by our
CEOQ and Chief People Officer, the CDG is a strategic group
that oversees all workforce-related matters and continuous
improvement (based on employee feedback).

The CDG meets monthly and key areas of focus this year
included: changes to people processes, talent development
and coaching offerings, wellbeing campaigns and support,
diversity ond inclusion activitias, our employer brand,
improved internal cormmunications ond introduction of our
new Peakon employee listening tool.

In 2020 we expanded the remit of the CDG, to make it o
formal workforce advisory panel, in accordance with Provision
5 of the Code. A COG group member regularly presents to the
Nominations Committee and is invited to attend and
participate in the Remuneration Committee. The
Remuneration and Nominations Committees report the
findings of their respective meetings to the full Board.

During the year CDG members were involved in discussions
on changes, improvements ond future plans impacting the
Group's Annual Sclory Review process, bringing the ‘employee
experience’ to the table.

Direct engagement

The Board schedules include regulor presentations from
colleagues who have been leading key or innovative projects,
involved in winning a significant contract or responsible for
an important area of our business. There were 15 such
presentations to the Board during the year.

The Board's schedule also includes meetings with the
Group's senior leaders, typically in a social setting. Post
pandemic, the Board wos pleased to resume meetings and
Board dinners with the Group's Executive Team, senior
leaders and colleagues.

We also created opportunities for the Board to hear from
participants on some of our talent development programmes.
In the past vear, representatives from our Earn as You Learn®
programme {apprenticeship programme) and our Inspiring
Leaders progromme (aimed at developing the next
executives) presented to the Nominations Committee.



Kainos Annual report 2023

63

Workday Peakon - listening to and engaging with

our peopie

In oddition to the interaction with the Executive Team, senicr
leaders and colleagues, on a monthly basis the Board receives
and reviews progress of our people approach and our key
people metrics (engagement, retention, recruitment).

In February 2023, we migrated from our ‘Best Companies’
annugl survey to Workday Peakon, which allows us on a
monthly basis to capture and respond to feedback from all
our collegues. On a six-monthly basis, the Board will receive

a full update on our performance, setting out: our levels of
employee engogement, current trends, strengths and issues
thot could impact employee retention, diversity and inclusion,
ond health and wellbeing.

The more frequent capture and oction of feedback and ideas
allows us to be more agile, focusing on the improvements thot
underpin our ambition to be a great employer. In addition,
Peakon allows us to see how our engagement levels compare
with all other companies using Peakon, but especially the c.
350 other global companies from the IT and software sector.

Our global Diversity and Inciusion Group (D&! Group)
The D&I Group comprises diverse colleogues from across
Kainos. It supports the delivery of the D&l plan, aimed at
creating o workplace thot reflects and contributes to the
diverse global communities in which Kainos operates, With
the support of four employee network groups, representing
women, ethnic diversity, LG8TQ+ and neurodiverse
colleagues, the group champions the adoption and
implementation of D& initiotives throughout Kainos.

The D&) Group reports quarterly to our leadership teams and
every six months to the Nominations Committee, which
cascades to the Board.

Further information on our policy, objectives and progress
during the year can be found in the ‘Social: our people and
our communities’ section of the Strategic Report.

Boord responsibilities

The Board is responsible for our corporate governance and
delegates operational control to the Executive Directors.

There is o written ‘Schedule of Matters Reserved for the
Board’, which covers key areos of the Group's offairs.
This includes:

approving the Annual Report ond full yeor Qnd interim

Division of responsibilities

We have a formal written policy, ovailable on the lnvestor
Relations section of our website, setting out the division of
responsibilities between the Chair, CEO and Senior
Independent Director (SID), so their roles complement
each other.

As Chair, Tom Burnet is principally responsible for leading the
Board, promoting constructive debate among the Directors,
focilitating communication with shareholders and overseeing
strategy. In accordonce with Code Provision 3, the Chair
engages with shareholders on various topics raised,
oddressing enquiries, setting out our position and offering to
discuss further, where required, in person or virtually. In
addition, the Chair and all of the Board are availoble to meet
with shareholders at the Group’s Annual General Meeting.

As CEO, Brendan Mooney is responsible for all aspects of our
operations. He leads and develops our strategic plans and
identifies risk factors.

As SID, Andy Malpass provides a sounding board for the Chair
and acts as an intermediary for the other Directors and
shareholders.

Shareholder engagement is primarily the responsibility

of the Executive Directors, supported by the Investor Relations
team, Qur CEQ and CFO meet analysts and institutional
shareholders throughout the year, with detailed updates
following our interim and full year results. Regular feedback
from these meetings is provided to the Board. Formal
feedback is also obtained by our PR and financial advisors
and reported to the Board.

Board changes during the year

There were no appointments or changes to the Board during
the vear.

Board Committees

The Board's principal committees are the Audit, Nominotions
and Remuneration Committees. Their terms of reference can
be found in the Investor Relations section of our website.

In oddition to the Board Committees, the Disclosure
Committee supports the Group and the Board in the
identification, assessment and control of potentially sensitive
information, ensuring compliance with market reporting
obligations. The Disclosure Committee members include the
Chair, Chief Executive Officer, Chief Financial Officer, Senior

results announcements;

adopting budgets or business plans;

decisions on acquisitions, disposals end moterial financial
commitments;

approving circulars, listing particulars and resolutions; and
relensing inside information.

The Directors can seek independent legal advice at the
Company’s expense, if needed to corry out their duties.
The Directors also haove access to the Compony Secretary’s
advice and services.

Independent Director.and the Compony Secretary.
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Board and Committee membership
The table below shows the Board and Committee responsibilities of the Directors who served during the yeor:

Board Audit Remunoration Nominations
Tom Burnet Chair Chair - Member Chair
Brendan Mooney CEO Member - - -
Richard McCann CFO Member - - -
Andy Malposs Senior independent Director Member Chair - -

& Independent NED

Katie Davis Independent NED Member Member Chair Member
Rosaleen Bloir independent NED Member Member Member Member

Board and Committee meeting attendance

To ensure that Directors are fully briefed, a Board pock containing comprehensive Board and Commitiee papers ore uploaded
to o secure Board intronet site, approximately one week prior to scheduled meetings.

The Board meets formally on a regular basis and schedules additional meetings if needed, to consider specific issues. During
the year, the Board held 12 scheduled meetings.

In addition, the Chair holds two scheduled meetings with the Non-Executive Directors without the Executive Directors present.

The Directors’ attendance at Board and Committee meetings is shown below:

Audit Romuncraton Nominations

Board Committee Committee Committoe

meoetings meatings meetings meatings

attended attended attended atterndled

Tom Burnet 12/12 - 5/5 4/4
Brendan Mooney 12/12 - - -
Richord McCann 12/12 - - -
Andy Malpass 12712 3/3 - -
Katie Davis 12/12 3/3 5/5 4/4
Rosaleen Bloir 12/12 3/3 5/8 4/4

Board independence

We consider the Board’s size and composition to be appropriate, considering the Directors’ combined experience and skills. In
making this assessment, we considered the independence criteria set out in Provision 10 of the Code.

Woe carried out due diligence on each Non-Executive Directors’ (NED) independence before they joined the Board and when we
invited incumbent NEDs to serve for another term. The Board confirms that Andy Malpass, Katie Bavis, Rosaleen Blair and Tom
Burnet are independent in character and judgement. The Board therefore mests the Code requirement that at least half the
Board, excluding the Chair, should be NEDs whom the Board considers to be independent.

The Directors’ interests in the Company’s shares and share incentives are detailed in the Directors’ Remuneration Report.

Director election and re-elfection
At the 2023 AGM, all current Directors will retire and stand for re-election.

Conflicts of interest

As a stonding item at the beginning of each Board meeting, the Directors are reminded of their obligations to identify, declare
and manage octual or potential conflicts of interest. In addition, the Register of Interests is updated to reflect new external
appointments and resignations.

The Articles of Association allow the Directors to consider and, if they deem fit, authorise conflicts of interest. The Articles of
Association set out the process for authorising conflicts of interests. Should a conflict occur, it would be recorded in the Board
minutes and on a register maintoined for annuol review by the Nominations Committee and the Board.

No conflicts orose in the year ended 31 Morch 2023.
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COMPOSITION, SUCCESSION AND EVALUVATION
Board and Executive composition, balance and diversity

A stable Board that contains the right balance of skills and experience is crucial to strong governance, so we take Board
appointments very seriously.

Our Board comprises an independent Non-Executive Chair, three further Independent Non-Executive Directors and two
Executive Directors. Further information can be found in our Directors’ biographies.

Two (50%) of our four Non-Executive Directors are women (2022: 50%). Including the Executive Directors, 33% of our Board are
women (2022: 33%). All Board members identify ‘White/European’ as their ethnic group.

Although we have not met the new Listing Rule requirement on diversity targets in the current vear, the Board is fully
supportive of and is actively working towards complionce. The additional diversity requirements align with our D& principles.
The Board is currently recruiting, as part of succession planning for those Non-Executive Directors who will step down in 2024,
having by then served on the Kainos Board for the recommended maximum nine-year tenure.

As part of the Board rebalancing exercise, in December 2022, we started a search for two new Non-Executive Directors. The
search is being conducted through our internal executive search function with the Nominations Committee leading the
selection process. The appointment of the new Non-Executive Directors is expected within the FY24 financial year, to facilitate
time for a comprehensive handover. This recruitment activity provides an opportunity for us to achieve compliance with the
new Listing Rule targets on gender, ethnicity ond seniority of Board positions held.

To support the ottraction of o more diverse Board, in the current recruitment round there has been a strong focus on building
equitable long lists of diverse candidates with relevant skills, experience and knowledge. With the diversity chollenges within
the technology sector, it has been challenging to achieve equitable long lists of candidates for the new Non-Executive Director
appointments. For one of the roles, an initial long list consisting of 60% men and 40% women has been established with 10% of
the candidates decloring as being from an ethnic minority background. To achieve a foir and balanced selection process, short
listing ond interview panels will consist of equal numbers of men and women with diverse skillsets and levels of experience.

The table below sets out our performance against the FCA Listing Rules requirements. Data is self-reported by the Board and
collected through VIBE for oll other employees. Further information reloting to VIBE is contained within the Environmental,
Social and Governance section of the Strotegic Report.

Number of

sonior positions
on the Boord Numbor in Percentoge
Number of Percantoge (CEO, CFO, executive of executive
Board members of the Boord SID, Chair) goment
Men 4 67% 4 15 88%
Women 2 33% - 2 12%
Other - - - - -
Not specified - - - - -

Number of

senior positions
on tho Boord Numhar in Parcentago
Numbor of Porcontogo (CEQ, CFO, axecutive of executive
Board members of the Boord SI10, Choir) g gement

White-British-or other White

{including minority-white groups) 6 100% 4 1S 88%
Mixed Multiple Ethnic Groups - - - - =
Asian/Asian British - - - - -

Block/African/Caribbean/Black British - - - - -
Other ethnic group including Arab - - - - -
Not specified/prefer not to say - - - 2 12%
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Board appointment process

The Nominations Committee oversees Board appointments.
Before o new Non-Executive Director is appointed, they
must confirm that they can ollocote sufficient time to carry
out their duties and responsibilities effectively. There is o
minimum 20-doy commitment, each year, which is set out in
the letter of appointment.

Each Non-Executive Director is appointed for an initial
12-month term, which we expect to extend to three years,
subject to a three-month notice period and annual re-
election by shareholders ot the AGM. At the end of the three
years, the Boord may invite a NED to continue for a further
period, if the Board is sotisfied with their performance,
independence and time commitment.

When joining the Board, Non-Executive Directors receive
thorough, formal and tailored induction process. The Senior
Independent Director and Chair regularly review the
Directors’ training and development requirements. Directors
receive ongoing updates to improve their skills and
knowledge, when needed.

All Directors’ service agreements and letters of appointment
can be requested from the Company Secretary and will

be available to shoreholders to view ot the 2023 Annual
General Meeting.
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NOMINATIONS COMMITTEE REPORT

As Chair of the Nominations Committee, | am
pleased to present the Committee’s Report for
the year ended 31 March 2023.

The Nominations Committee plays a vital role

in supporting the Board in discharging its
succession planning responsibilities and ensuring
thot the Board has the skills ond experience to
support the Company’s long-term success and
delivery on the strategy.

This report outlines how the Committee
discharged the responsibilities delegated to it by
the Board over the course of the year and the key
issues it has considered during FY23.

I will be happy to answer any questions about the
work of the Committee at the forthcoming AGM
on 21 September 2023.

Tom Burnet
Chair
19 Moy 2023

Nominations Committee Nomw::ﬁ:;ﬂ:?&ﬁ
Tom Burnet, Chair 4/4
Katie Davis ) 4/4
Rosaleen 8Blair 4/4

Committee membership and meetings

| have chaired the Nominotions Committee since

26 September 2019. During the year, the Nominations
Committee members were Katie Davis and Rosaleen Blair.
The Committee’s membership therefore compties with
Provision 29 of the Code's requirements.

The Committee typically meets at least three times per year
and held four scheduled meetings during the year.

Responsibilities

The Committee reguiarly reviews and updates its terms of
reference, which are available on the Company’s website.

The Committee’s main responsibilities are to advise the Board
and make recammendations on:

the Board's size, structure and composition;

succession planning for Board members and the Executive
Management Team; and

« the oppointment of new Directors and reappointment of
existing Directors.
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NOMINATIONS COMMITTEE REPORT CONTINUED

Matters considered during the year

During the year ended 31 March 2023, the areas of focus and
achievement for the Nominations Committee were:

Board composition

The Nominations Committee regularly reviews the Board's
compoasition. This year the Camamittes focused on the planned
rototion of Non-Executive Directors to ensure the Board
continues to mest the Code’s independence criterio, that
there is continuity at Boord level and there is improved Board
diversity.

The Nominations Committee has been coordinating the
recruitment of two new Non-Executive Directors. It is our
strong belief that diversity creates a more inclusive corporate
culture, better equips companies to navigate challenges ond
supports long-term strategic needs. The Board views diversity
through a broad lens, to include gender, ethnicity, nationality,
skills, social mobility and experience.

Whilst achieving diversity in the technology sector presents
challenges, due to the profile of the available talent pool, the
Boord is actively exploring ways to bolster diversity,
concentrating on ethnicity, gender ond diversity of
experience, with a focus on bringing additional skiils to the
Board to support the Company's strotegic objectives.

For all future Board appointments {and in oll succession
planning at Board and management levels), the Board will
ensure that recruitment and selection practices are
transparent, fair and result in appointments based on merit
ond objective criteria, promoting diversity of gender, social
and ethnic backgrounds, and cognitive and personal
strengths. In addition, seorch processes will use o wide range
of channels, including advertising, to encourage applications
from diverse candidates with relevant skills, experience ond
knowledge.

Succession planning

The Nominations Committee leads succession planning for
Board and Executive level members, taking into account the
evolving skills and experience the Board needs, and our desire
to promote divarsity on the Board.

The Nominations Committee discusses ond roviows
succession planning at each meeting, with a focus on
diversity and good practice, talent retention, talent pipeline,
training and development The Nominations Committee
recognises the importance of succession planning and its role
in maintaining the quality of management and reducing
instability following unforeseen events, such as the departure
of a key individual.

All Executive Team roles and other roles deemed critical hove
a forma! succession plan. These plans contain an immediate
succession option, if we need to ensure business continuity in
an emergency, as well as longer-term succession options.
Development plans are put into place for potential
successors, to address any developmental gaps and to ensure
they are ready for the role. The Nominations Committee
receives reports on progress with the development plans at
each meeting.

This approach hos been replicated for senior management
roles - meoaning critical senior management roles have
interim and longer-term successors identified with supporting
development plans in place to ensure successors readiness
for the role when required.

To establish a robust talent pipeline, Leadership programmes
are in place to support and accelerate future leader
development at three key career stages:

» Developing Leaders programme:; targeting employees who are
early in their career and already disptaying leadership
potential.

« Emerging Leaders programme: aimed at mid-mancgement
employees who are developing leadership ability.

+ Inspiring Leaders progromme: for senior management who
are recognised to be future executives within the business.

This year, the Nominations Committee received updates on
all these development programmes, with a focus on the
Kainos Inspiring Leaders Programme, its learning objectives
and achievements. Development of future leaders is essential
to succession planning and the Kainos Inspiring Leaders
Programme was judged as “best in closs” with nine senior
managers graduating with a post graduate certificote in
Executive Leadership awarded by Ulster University.

In total 69 employees graduated from our lecdership
programmes this vear.

The Nominations Committee also received presentations

from participants from the Earn As You Learn® apprenticeship
scheme. The Nominations Committee was hugely impressed
by the talent that Kainos attracts through this scheme and
the impact and advanced learning demonstrated through the
blended “on the job” and part-time university approoch.

The Nominations Committee olso plans for rotation of
Non-Executive Directors, to ensure the Board retains @
balance of Non-Executive Directors with knowledge of Kainos,
while adding new skills and experience and maintoining
independence.
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Board evaluation

During the year, we undertook an internal evaluation of the
Board’s performance, with all Directors and the Company
Secretary completing an in-depth questionnaire covering the
following areas:

- Board effectiveness.

» Facus of meetings.

« Board compaosition.

« Strategic oversight

« Stakeholder oversight.

« Risk management and internal control.
- Board dynamics.

« Succession planning and people management.
+ Boord support.

- Priorities for change.

« Board Committee reporting.

The survey scores were predominantly "excellent” or “good*,

The Nominations Committee discussed the survey results at
the January 2023 meeting and the Company Secretary
presented the results to the Board, giving the Directors the
opportunity to discuss the outcome and identify priorities for
2023.

The survey concluded that the Board is operating effectively
and that each Director continues to perform effectively and
demonstrates commitment to their roles. As we seek to meet
the targets on gender diversity set by the FCA Listing Rules
and the FTSE Women Leaders Review and the ethnicity
targets set by the Parker Review, the survey acknowledged
the importance of the Nominations Committee-led Board
rebalancing exercise, currently underway. The focus of the
rebalancing exercise is to leverage all of the advontages that
a more diverse Board will bring and to ensure that the Board
has all of the skills needed to effectively execute on the
strategy.

The Non-Executive Directors also evaluated the Chair’s
performance. The SID, Andy Malpass, confirmed that the
Chair continues to perform effectively, as supported by the
evaluation results.

The next formal Board evaluction is scheduled for December
2023 and will be externally facilitated.

69
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AUDIT, RISK AND INTERNAL CONTROL

AUDIT COMMITTEE REPORT

As Chair of the Audit Committee, | om pleased
to present the Commiittee’s Report for the year
ended 31 March 2023.

The Audit Committee continues to fulfil a vital
role in the Company’s governance framework,
providing valuable independent challenge and
oversight of the accounting, financial reporting
and internal control processes, risk management,
and the relationship with the external auditor.

This report outlines how the Committee
discharged the responsibilities delegated to it by
the Board over the course of the year and the key
issues we have considered during FY23.

This report should be read in conjunction with the
Independent Auditor's Report and the financial
statements of Kainos Group plc.

I look forward to attending our forthcoming
AGM on 21 September 2023 and will be happy
to answer any questions regarding the work
of the Committee.

Andy Malpass
Chair of the Audit Committee
19 May 2023

Audit Committee
Audit Committee meetings attended
Andy Molpass, Choir 3/3
Katie Davis 3/3
Rosaleen Blair 3/3
Composition

The Code (Provision 24) requires thot at least one member of
the Committee hos recent and relevant financial experience.
The Disclosure Guidance and Transparency Rules (DTRs)
require that ot least one member has competence in
accounting and/or auditing. | hove chaired the Audit
Committee since June 2015 and my previous experience
includes serving as Finance Director of Fidessa Group plc for
over 20 vears until October 2015, and from June 2018, serving
as o Non-Executive Director ond Chair of the Audit
Committee of accesso Technology Group pic. The Board is
sotisfied that | meet the requirements of the Code in this
regord.

During the year, the other Audit Committee members were
Katie Davis and Rosaleen Blair. All Audit Committee members
are Independent Non-Executive Directors. The range and
depth of our financial ond commercial experience enables us
to dea) effectively with the matters we are required to address
and to challenge management when necessary. Further
details of the Committee members’ experience is located in
the Directors’ biographies. The Board is satisfied thot the
Committee has the necessary competence ond broad
experience relgvant to the sector in which Kainos operates.

The Company Secretary is secretary to the Audit Committee.
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Responsibilities

The Audit Committee regularly reviews and updates its terms
of reference, which are ovailable at www.kainos.com/investor-
relotions.

The Audit Committee’s main responsibilities include:

« monitoring the integrity of the financial statements,
including the annual and interim reports, full-year results
onnouncements, and any other formal announcements
relating to the Group's financial performance;

advising the Board that the Annual Report is fair, balanced

and understandable and provides the information

necessary for shareholders to assess the Group's position
and performance, business model and strotegy;
challenging the appropriateness of accounting policies and
practices, and ensuring consistent treatment year to year;

» monitoring and reviewing the adequacy and effectiveness
of our internal financial controls and our internol control
and risk management systems;

« making recommendations to the Board on the oppointment
and remuneration of the external auditor; and

+ reviewing and monitoring the external auditor’s
performance, expertise, independence and objectivity,
along with the scope and effectiveness of the audit process.

Evaluation

The Committee’s performance was internally evaluated
during the year. The evaluation process sought views from all
Directors and the Company Secretary, through a
comprehensive questionnaire covering:

« the Committee’s annual cycle of work and scheduled
agenda items;

» the Committee's review and assessment of the adequacy of
the work carried out by the external auditor;

« the Committee’s monitoring of the integrity of the
Company’s financiol reporting;

« the effectiveness of the Committee’s review of the internal
controls and risk management systems;

« the effectiveness of the Committee’s reporting to the Board;
and

« the Committee’s performance and potential areas of
improvement.

The evaluation concluded that the Committee was
performing effectively.

Audit Committee meetings and

key.activities.during 2022/23

ottendee is inappropriate or might compromise discussion,
then the Committee will ask them to recuse themselves from
that part of the meeting.

The Committee has a broad agendo, which focuses on the
Group’s assuronce, risk and audit processes.

The Committee’s principal activities during the finoncial year
were as follows:

May 2022

» Review of the external auditor’s report to the Audit
Committee for the year ended 31 March 2022,

Review of any significant judgements and issues in relation
to the financial stotements.

« Review and approval of the Group's going concern ond
viability statements. In ossessing viability, the Committee
considered the Group’s position as presented over a three-
vear period as well s 0 number of scenarios modelled by
management.

Review and recommendation to the Board to approve the
Final Results Announcement and the 2022 Annual Report,
concluding it was fair, balonced, ond understondable.

» Review and conclude on the effectiveness of our external
auditor.

Review of information security report and dato privecy
updote provided by management.

Review of Group insurance position including various
options for the procurement of cyber and professional
indemnity insuronce.

Review of the Group Risk Register.

.

November 2022

+ Review of the Interim Report, including the going concern
statement and key disclosures, and recommendation of its
approval to the Board.

Approvol of KPMG's audit fees.

« Review of auditor performance.

Review of the Group’s Enterprise Risk Register.

Review of Kainos information Security Programme and key
objsctives for FY23.

« Review of progress made in the area of cyber ond data risk
assessment.

Review of Digita! Services Cyber and Data Privacy Update
presented by management.

.

Februory 2023

» Reviow of KPMG’e audit plan and strategy for tha year
anded 31 March 2023.

« Review of internal audit function and requirements.

+—Review.of.Group.treasury_function.

The Commiittee held three mestings during the yeor and each
member of the Commiittee attended all three meetings. Only
the Committee’s members hove the right to attend its
meetings. However, the Committee will invite Executive
Directors, members of the finance team, senior
reprasentatives of the external auditor and other senior
management to attend as required. If the presence of any

» Review of Group legal ond compliance matters.
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External audit

The Committee has primory responsibility for overseeing the
relotionship with, and performance of, the external auditor.
This includes making the recommendation on the
appointment, reappointment or removal of the Group's
external auditor.

During FY22 we ran o competitive audit tender process,
resutting in KPMG's appointment at the 2021 AGM
(September 2021).

The Company confirms that it complied with the provisions of
The Statutory Audit Services for Large Companies Market
Investigation (Mandatory Use of Competitive Tender
Processes and Audit Committee responsibilities) Order 2014
during the financial year ended 31 March 2023,

Auditor indepondence and objectivity

The Audit Committee hos received written confirmation from
KPMG that it considered itself to be independent. The current
audit portner is John Poole, who has been in the role since
KPMG’s appointrnent. Audit partners for listed companies are
ordinarily rotated every five years.

There is a format policy in place relating to the provision of
non-audit services by the external auditor, KPMG has not
provided any non-audit services since its appointment as
external auditor, other than the review of the interim finoncial
stotements for the period ended 30 September 2022. The
Group has engaged other indepandent firms for tax
consulting work and other assignments, to ensure KPMG's
independence and objectivity is not compromised. Fees paid
to KPMG for ouditing the consolidated financiol stotements
are set out in note 6 of the consclidated financial statements.

Effectiveness of the external auditor

The Audit Committee reviews the effectiveness and quality of
the externo! auditor on an ongoing basis, to ensure a high-
quality external oudit process. During the yeor the Audit
Committee specifically considered the following:

» the audit plan, including identified significant risks,
presented at the February 2023 meeting;

- the robustness and perceptiveness of KPMG in its handling
of key accounting and audit judgements;

« the relevant experience and expertise demonstrated by the
audit team in its direct communication with, ond support to,
the Committee;

« engagement with our finance team in planning the audit
aond its execution; and

= the content, quality of insight and added value of formal
reports presented to the Audit Committee prior to
meetings.

The Committee considers the external sudit performonce
effective.

Significant issues refated to the financial stotements

In May 2023 the Committee reviewed the 2023 Annual Report
including the financial statements, the Full Year Results
Announcement for the year ended 31 March 2023 aond reports
from the external auditor on its audit of the financiol
statements and Annual Report.

The Audit Committee’s prime areas of focus were:

+ the integrity, completeness and consistency of
financial reporting, including the adequacy, clarity and
opproprioteness of disclosures and compliance with
financial reporting requirements;

« assisting the Board in assessing whether the Annual Report,
taken as a whole, is fair, balanced and understandable
and provides the information necessary for shareholders
to assess the Company’s position, performance, business
mode! and strotegy;

« the significant judgements and key sources of estimation
uncertainty in the financial statements;

+ the external audit scope and programme, along with the
quality and effectiveness of external audit processes;

« the mataeriality level used by the external auditor,
concluding that its basis should be consistent with the
previous year;

« whether the going concern basis of accounting should

continue to apply in preparing the financiol statements and

whether the period covered by the viability stotement was
appropriate;

reviewing the processes and systems to identify and

mitigate financial and non-financial risks and considering

the appropriateness of the controls to reduce the risk of
fraud and exposure to bribery and corruption; and

« the oppropriateness of the ‘whistleblowing’ procaedures
in place, for staff to confidentially raise concerns about
possible improprieties.

Key assumptions, judgements and estimates

We identified the matters below as being significant in the
context of the FY23 financial stotements. We consider these
areas to be significant taking into account the level of
materiality and degree of judgement exercised by
management. We discussed the issues in detail to ensure that
the approaches taken were appropriate. This included
reviewing presentations and reports from both management
and the external auditor.
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Revenue
recognition

« The Committee continues to oversee management’s application of the revenue recognition policy.
The Group has a clear revenue recognition policy as described in note 3 of the consolidated financial
statements, which is reviewed at least annually. During the year there have been no changes to the
Group’s revenue recognition policy.

« We reviewed and challenged judgements, assumptions and estimates made by management with
respect to the level of contract or fixed price provisioning for rectification and irrecoverable accrued
income.

« We received and considered the updates from KPMG on the findings from their procedures over
revenue recognition during the year.

+ We are satisfied that the Group's processes and internal controls are appropriate and revenue
racoghition is in line with IFRS15 ‘Revenus from contracts with customers’.

Development
costy

« We received updates from management on accounting for development costs.

« In conjunction with product leaders within the business, management update an operational
document which detoils development expenditure by product/module incurred during the period and
on assessment of this expenditure against the copitalisation criteria as set out in 14538 ‘Intangible
Assets’

» We are satisfied that accounting for development costs is in line with accounting standards.

Tox strategy

» We recognise the tax complexity and risk related to the Group's multinotional operations and the
areas of uncertainty thot arise.
« We considered:
- the appropriateness of deferred tax assets and tax provisions;
— an update from management on accounting for RDEC, and its impact on the reported results;
- the applicoation of the Group’s transfer pricing policy and its impact on the reported results.
« We are satisfied the treatment adopted is fair and reasonabla in oll circumstances.
« The Group’'s UK tox strategy is available on the Group’s website at www.kainos.com/information/uk-
tox-strategy.

Going concern
and viability

+ We reviewed management'’s process for assessing the Group's longer-term viability, including the
determination of the period over which viability should be assessed, the appropriateness of the
scenarios identified in light of the Group’s principal risks and uncertainties and the reasonableness
of key assumptions used by management in calculating the financia!l impact of a viability scenario
orising.

+ The Committee was satisfied with management’s work and supported the conclusions reached in
respect of the Company’s going concern and longer-term viability.

There were no material changes to significant accounting policies during the year ended 31 March 2023,
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Risk management and internal control

The Board is ultimately responsible for the Group's system of
internal cantrols and risk management and for reviewing their
effectiveness. The system of internal controls is designed to
manage risk, rather than eliminate it, and can provide only
reasonable and not absolute assuronce against material
misstatement or loss. This includes the risk of failure to
achieve business objectives. The concept of reasonable
assurance recognises that the cost of control procedures
should not exceed the expected benefits. Information on
principal and emerging risks are set out in the Strategic
Report.

The Board confirms that Kainos has established systems,
procedures and controls for identifying, evaluating and
managing the principal and emerging risks faced by us, and
thot they have been in place for the period under review and
up to the date of approval of the Annual Report. The Board
regularly reviews the effectiveness of those systems,
procedures and controls.

As required by the Code, the Audit Committee has reviewed
the internal controls and risk management systems, including
those relating to financial reporting, information security,
business continuity, management of employees, operational
and compliance matters. The Committes has confirmed to
the Board that it is satisfied that Kainos has established
internal controls and risk management systems that are
effective and compliant with the current governance
provisions.

The key elemants of Kainos' processes for providing effective
internal control and risk manaogement systems include:

Regular Board meetings to consider matters reserved for

the Directors’ attention.

« Regular management meetings to monitor divisional
performance. Management is responsible for identifying
and evaluating significant risks in their area of business,
and for designing and operating of suitabie internal
controls.

« Maintenance of a Group Risk Register, to identify ond track

the risks facing the business. The key risks are summarised

for the Audit Committee’s review and are operationally
owned and managed by the Group.

Documentation of key policies and procedures.

« A comprehensive annual budget process, for review and
approval by the Board, with updated forecasts regulorly
prepared throughout the year. Operating results are
reported monthly to the Board and compared to the latest
forecast with explanations for all significant varionces.

Internal audit

Kainos does not have a separate internal audit function.
Instead, we undertaoke internal audit activities through
subject specialists ocross the business and central services
teams.

These activities assist the Board and senior management
with protecting the Group's assets, reputation and
sustainability. The key aims are to:

ensure all significant risks are identified and appropriately
reported;

» assess risk controls and mitigations; and

« provide challenge to improve governance, risk
management and internal controls.

Areas covered by internal audit activities include:

» Information security.

- Dato privacy ond governonce.

* Corporate governance and legal compliance.
« Financial compliance.

» Commarcial review.

» Project delivery assurance.

« Financial planning ond analysis,

= Risk reporting.

To support these activities, Kainos hos documented:

1. the principles of how internal audit activities operate;

2. the areas with internal control systems in place, to identify
and mitigate risks and issues impacting the business; and

3. the owner for each internal audit areo.

The Committee reviews this documentation annually.
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Our internal oudit principles
The principles underlying our internal audit activities are:

Unrestricted scope of subject matter - all aspects of

Kainos' business are open to review.

Internal oudit octivities are owned by senior subject matter

experts in each field.

« Focus ond activities are based on the Group's weighted risk
profile.

» Risk assessment is informed by stakeholder management.

+ Reporting to the Audit Committee on Group-leve! issues
and risks twice o yeor.

« Reporting to the Audit Committee on various focus areas ot
regular intervals.

« Ad hoc reporting and review of emerging or significant

risks as required to the Group CFO, relevant business

stokeholders and the Audit Committee.

Raview of the principles and operation of internal audit

activities at least once a vear, to ensure these remain

appropriote.

.

Examples of our internal audit activities
Some examples of our activities are detailed below.

Information security

The Information Security Programme is regularly reviewed by
the Kainos Information Security Steering Group, which include
technology, cyber security and data privacy experts from our
business divisions and central services, who:

« regularly review information security and data privacy
controls and processes;

« Monitor informotion security programme metrics and
compliance;

+ maintain o detailed register of current and emerging risks
relating to cyber and information security;

« review and approve the information security programme
roadmap; and

« manage the third-party information security certification
and audit programme.

Dota privacy

The Kainos Data Privacy Steering Group meet regutarly to
review the technical and operational measures in relation to
handling, storage and processing of Kainos and our
customers information. The steering group reviews the
effectiveness of data protection controls, alignment with data
protection policies, as well as to identify ond mitigate
emerging risk in the area.

The Group continues to identify cyber and information
security as a major risk oreq, os described within the Risk
factors and uncertainties section of the Strategic Report.
Accordingly, the Information Security Steering Group
regutarly reports to the Executive Team and the Audit
Committee on the risks, controls and processes in this area.

Committee review of internal audit

In February 2023, the Committee reviewed the Group’s
internal control framework and procedures and considered
the merits of establishing a separate internal audit function.

The Committee’s view was that while there was an obvious
‘independence’ benefit from having a separate oudit function,
this was not currently required given the Audit Committee’s
confidence that the internal controls were being well
managed ond thot a separate audit function would introduce
overlap inafficiencias to a company of Kainos' size. The Audit
Committee also considers that the absence of an internal
audit function does not directly affect the work of the external
auditors.

The Committee will keep the requirement for a separate
internal audit function under review.
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DIRECTORS' REMUNERATION REPORT

Statement from the Chair of the
Remuneration Committee

As Chair of the Remuneration Committee, | am
pleased to introduce our Directors’ Remuneration
Report for the year ended 31 March 2023.

A

Katie Davis
Chair
19 May 2023

Remuneration Committee R'”“"mﬁfmiﬁﬁ
Katie Davis, Chair 5/5
Tom 8urnet 5/5
Rosaleen Blair 5/5

The Remuneration Committee is comprised entirely of
independent Non-Executive Directors.

In addition to myself as Chair, the Committee comprises Tom
Burnet, who has been a member of the Committee since July
2015, and Rosaleen Blair, who joined the Committee in
Januory 2021. Further information can be found in the
Directors’ biographies section.

There were five mestings during the year, with all Committee
members attending all meetings.

Key activities

s The Remuneration Committee oversaw the implementotion
of the revised Remuneration Policy approved by
shareholders ot the Annual General Meeting (AGM) in
September 2022, .

+ Woe discussed Executive and Non-Executive Director
reward to ensure that the structure and quantum remain
appropriate to ottract, motivate and retain the skills
required to lead the business.

» Woe further engaged with our workforce on remunerction
philosophy, strategy and policy through the Culture and
Development Group. In addition, employee representatives
attended Remuneration Committee meetings to participate
in strategic remuneration discussions.

* We continued to oversee remuneration proctice across
Kaoinos, including the implementation of a US share scheme,
discussions on reward philosophy, gender and ethnicity pay
equity, global benefits and bonus and critical market salary
adjustments.
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Strategic context

Qur people are critical to our business, and we continue to
attract and retain high-quality talent, with our workforce
totalling 2,990 people across 22 countries in Europe and the
Americas.

As the demand for our services increases, so, too, has the
demand for skilled people in our Digital Services, Workday
Services and Workday Product divisions. Demand for digital
skills continues to outweigh supply, moking it challenging to
attract and retain individuals with the skills we need to deliver
to our strategy. Although staff retention has improved from
86% to 88% over the past 12 months, we recognise the
importance of the right reward structure - supported by
strong staff engagement - in helping us to attract, motivate
and retain the talented individuals who make us successful.

Continued geographic expansion, particularly in markets
which are new to us such as the Americos, also brings
chollenges. To ensure clarity ond simplicity across
geographies, we have introduced a formal Reward Philosophy
and Strategy. This ensures thaot there is transparency in our
approach, alongside the flexibility to provide reward
structures that meet local needs in different ports of the
world to address ottraction and retention challenges.

For example, we defined criteria for establishing share
schemes in global locations, and, as a result, implemented a
share scheme in the US. This replaces the previous cash
equivalent scheme ond is a key benefit to support us in
attracting, engaging and retaining our US colleagues. We also

explored alternative hiring options in Poland to enhance our
attraction strategy. B2B (Business-to-Business) contracts are
an agreement betwean a company and an individual that
provides services to the compony on a project or assignment
basis. They have become a popular employment model in
Poland for tech talent due to their flexibility, cost-
effectiveness, and appeal to professionols who value
independence and control over their work. The Polish market
has become increasingly competitive and to compete for
these skills and access a wider talent pool, we will be
launching this offering in FY24.

As part of our Annual Salary Review in 2022, we proactively
looked for pay equity anomalies and undertook targeted
interventions to correct where appropriate. We are increasing
the scope of this exercise in 2023 to include tracking year on
year progress in closing any identified pay gaps.

Executive outcomes and reward

The Strategic Report outlines another strong performance by
Kainos during the year.

Executive Directors’ remuneration has been determined in
line with the revised policy approved by shareholders at the
2022 Annual General Meeting (AGM) on 28 September 2022.

The Executive Directors’ annual bonuses are based on
revenue, adjusted pre-tax profit and bookings targets. Given
the weightings in our scheme, our strong performance for the
year translates to 102% pay-out against these targets, with
the key measures outlined below.

2023 2022

£ £

Revenue £374.8m £302.6m
Adjusted pre-tox profit £67.6m £58.8m
Bookings £427.8m £349.8m
Total dividend per share 23.9p 22.2p

In June 2022, the Group made performance share awards to the CEO and CFO of 6,753 and 7,493 share options respectively.

In July 2019, we granted long-term incentive owards to the CEO and CFO. These awards vested in full during the year with the
CEO receiving 13,140 share options and the CFO receiving 14,580 share options.

Further detail of these awards is provided in the Annual Report on Remuneration.

The Remuneration Committee believes that these rewards remain appropriate in the context of the Company’s outstanding

performance and continued growthin challenging circumstances.
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Alignment with UK Corporate Governance Code

The Remuneration Policy which was opproved in September
2022 is aligned with the UK Corporate Governance Code
2018, as outlined below.

Clarity

* This report sets out the arrangements for Executive
Directors in o ¢lear and transparent way.

+ A formol Reward Philosophy and Strategy has been agreed
and will be coscaded across the organisation to ensure
greater transparency.

+ The Committee’s workings and the Remuneration Policy
hove been discussed with our Culture and Development
Group, which is our formal workforce advisory panel.

« Shareholders can ask questions and comment on
remuneration at our AGM.

Simplicity

+ The remuneration framework is made up of three key
elements: fixed poy (including base solary, pension and
benefits), annual bonus scheme ond long-term incentive
plan.

« The framework is simple to understand for participants,
shareholders and the wider workforce. tncentive elements
are oligned to our strategic priorities.

Risk

« We have set variaoble remuneration targets ot levels
which reward high performance, but do not encourage
inappropriate business risk.

» Part of any bonus earned is deferred and o holding
period applies to any long-term award, to ensure variable
remuneration is linked to sustainable performance.

Predictability

« Our policy sets out the moximum payments available for
the onnual bonus and LTIP.

We have set target ond threshold performance levels

for the annual bonus, and minimum, mid and maximum
performance levels for LTIP financial performance
conditions,

Proportionality

« Asignificant proportion of Executive Director reward is
linked to performance through the incentive fromework,
and there is a clear line of sight between performance ond
the delivery of long-term shareholder value.

« The Committee regularly reviews performance measures
and the underlying targets to ensure they are directly
aligned to our strategic priorities.

Alignment to culture

« The new ‘Responsible Company’ LTIP performance
condition reflects areas thot are important to the business:
diversity, workforce engagement, climote action ond
customer satisfaction.

+ The Committes regularly raviews Executive Director reward
to ensure alignment with shareholder and workforce
experience,

Malus and clawback provisions apply to variable incentives.

Shore incentives are used extensively throughout Kainos
to align the emptoyee experiance with shareholders. All
amployees are given the opportunity to benefit through the
Save as You Earn (SAYE) and Share Incentive Plan (SIP), (or
the equivalent in locations where these share schemes are
not available).

Looking forward

We believe that the challenges that we have seen in the
recruitment market are likely to persist. Financial markets
cantinue to be uncertain, and fiscat prudency is critical to our
business.

The Committee‘s priorities over the next year include:

continue to ensure the smooth implementation of our
reward philosophy and strategy and Remuneration Policy;
continue to review totol reward (including salaries, share
programmes, bonus and benefits) within the context of
our overall Employee Value Proposition to ensure that we
continue to attract, motivate and retain talent everywhere
we operate;

continue to engage with our workforce on the priorities
which matter to them, including reward; and

continue to take action to close the gender pay gap and
any ethnicity pay gap.

Wae believe that our refreshed reward philosophy and strategy
as implemented through our Remuneration Policy will help us
to deliver these priorities and will strongly support the
measured growth that we are hoping to achieve in the year
ahead.

Directors’ Remuneration Policy

The policy set out below is the new Directors’ Remunearation
Policy which was approved at the 2022 AGM held on

28 September 2022 and is effective for three years from
that dote.

In setting this policy, the Committee has considered the
need for Executive Director remuneration arrangements to
refiect the six factors set out in Code Provision 40, namely
clarity, simplicity, risk, predictability, proportionality and
alignment to culture.

Qur Remuneration Policy seeks to ensure that Kainos
motivates its Executive Directors. The Remuneration
Committee believes that the Executive Directors should be
rewarded fairly and competitively for their performance and
that this should be at a comparable level to directors in
similar companies.

The Committee’s philosophy for executive reward is:

to set Executive Director packages at an attractive level
to retain and motivate leaders, with @ significant portion
based on performance;

thot salaries will remain below median |evels, compared to
peer companies;
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« short-term performance will be incentivised via an annual
bonus which is based on revenue (30%), adjusted pre-tox
profit (40%) and bookings targets (30%); and

+ long-term performance will continue to be incentivised
via a share plon, under which Executive Directors are
awarded performance shares subject to achieving stretch
targets over a three-year period. Furthermore, there is an
additional two-year holding period prior to exercise. The
associated measures are earnings per share (45%), share
price performonce (25%) and being a responsible company
(30%), reftecting our priorities in the areas of diversity,
workforce engagement, climate action and customer
satisfaction.

Executive Director reward components

The focus on financial performance, shareholder return and
being a responsible company encourages consistent
performance over multiple years and aligns remuneration
with our strategy and shareholder and stakeholder interests.
It aims to deliver value and good growth over the long-term,
while striking an appropriate balance between coution and
risk.

The Remuneration Committee sets the Executive Directors’
remunaration, gives guidance on the remuneration of other
members of the senior management teom and supervises the
workings of all of the Group's share incentive plans.

The following tables set out the elements of the remuneration
packages offered to Executive Directors.

A R R
Base Salary

Purpose To attract and retain Executive Directors.

Operation Reviewed annually and fixed for 12 months, commencing 1 June each year. The Remuneration

Committee considers:

.

achievement of objectives;

.

an individual’s experience and knowledge;
business and individual performance;

comparative salaries and periodic reviews;

« the Company’s financiat position; and
» salary increases for Kainos’ employees.

Potential remuneration

Percentage increases will normally be in line with other employees in the some location.

Higher increases moy be awarded if there are commercial reasons for doing so, such as to refiect
market movements, changes in job responsibilities and to address retention issues.

Performance metrics None.

L - ]
Benefits

Purpose To attract and retain Executive Directors.,

Operation The Executive Directors are entitled to private medical insurance, life insurance and permanent

health insurance.

Potential remuneration

No maximum is set but the Remuneration Committee will monitor the overall cost of the benefits

package. Any chonges will normally be in line with other employees in the same location.

Performance metrics None.

. - ]
Pension

Purpose To attract and retain Executivé Directors.

Operation The Executive Directors are entitled to participote in the Kainos pension scheme or receive o

payment in lieu of pension.

Potential remuneration
the same location.

The maximum Company contribution for Executive Directors is 5% in line with other employees in

Performance metrics None.
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Annual Bonus

Purpose To reward and incentivise performance within a financial year, focus Executive Directors on key
objectives and support positive team behaviour, with adequate reward for good performance and
excellent reward for exceptional performance.

Operation Performance is measured on an annual basis for each financial year. The Committee establishes
and weights the criteria at the beginning of each year, based on Company financial targets, and
determines threshold and target levels of performance for each measure. At the end of the year, the
Committee determines the extent to which targets were achieved, On-target levels of payment are
set for each Executive Director at the start of each year. Up to 150% of these levels may be poid,
based on the extent to which the torget is exceeded.

Annual bonus is normally paid in cash following the completion of the qudit of that yeor’s financial
statements. One third of payments will be deferred for three years and then paid in cash or in
shares.

Clowback may be applied at the Remunerotion Committee’s discretion, in the event of material
misstatement of the finoncial results or other exceptional circumstances, such as gross misconduct.

The Remuneration Committee has discretion to apply ‘corporate override’ if core targets are not
achieved or o materiol negotive event occurs.

Potentiol remuneration The maximum annual bonus opportunity under the policy is 150% of the Executive’s salary.

Performance metrics Annuagl bonus is discretionary. The Committee chooses and weights the criterio and sets torgets
each year, in line with business priorities.

An element of the bonus may also be bosed on personal performonce.

Long-Term Incentive Plan (LTIP)

Purpose To motivate Exacutive Directors, incentivise long-term performance and facilitate share ownership.

Operation Performance share awards are made under the Group's 2015 Performance Share Plan (PSP).

Awards, made in the form of nil or nominal cost options, will normally hove a three-year vesting
period following the dote of award. For Executive Directors, there is an additional two-year holding
period prior to exercise. Awards will vest and be exercisable subject to continued employment and
meeting appropriately challenging performance conditions specified at the outset. The
Rermuneration Committee determines the extent to which performance conditions have been met
Awards may be increased for dividends paid during the vesting period.

The Remuneration Committee determines the performance conditions, weighting and target
performance levels at the point of award. Clawback may be opplied ot the Committee’s discretion
in the event of material misstatement of the finonciscl results or other exceptional circumstances,
such as gross misconduct.

Potential remuneration  The normal maximum level of annual award is 200% of salary. In exceptional circumstances, awards
may be made up to a maximum of 300% of salary.

In the event of a new appointment the Remuneration Committee would expect to make a higher
award, closer to the normal maximum,

Performance metrics The Remuneration Committee will assess what measures and targets best support the Group’s
long-term focus, so0 measures and targets moy be different from year to year.
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Non-Executive Director payments

Fees
Purpose To attract and retain Non-Executive Directors with appropriate experience and skills.
Operation The Choir ond Non-Executive Directors are paid fees, as detailed in this table. The fees reflect their

time commitment and responsibilities, and the fees paid in other companies of comparable size
and complexity.

The Choir’s fee is approved by the Board, on the Remunerotion Committee’s recommendoation,

Fees for the Non-Executive Directors are approved by the Board, on the recommendation of the
Chair and Executive Directors.

Additional fees are payable for additional responsibilities.

Potentiol remuneration

The Chair’s fee is currently £100,000 per annum. The base fee for Non-Executive Directors is
currently £50,000 per annum.

Additional fees per annum ore awarded:
* Senior Independent Director - £10,000

+ Chair of Audit Committee - £8,000
« Chair of Remuneration Committee - £8,000

Performance metrics

None.

Company-wide share plans
The following share schemes are offered to eligible employees and Executive Directors are eligible to participate as shown.

Share Incentive Plan (SIP) UK

Purpose

To motivate, facilitate share ownership and align employees with shareholders,

Operation

The Share Incentive Plan (SIP) is a tax-advantoged all employee plan, supervised by the
Remuneration Committee. Significant tax advantages apply if shares acquired under the plan are
held for five years (UK).

UK Employees, including Executive Directors, may be awarded free shares up to a maximum volue
of £3,600 each yeor.

They may purchase partnership shares out of pre-tax salory up to £1,800 per tax year and may be
awarded up to two free matching shares for each partnership share acquired (olthough no
partnership purchase or matching has been implemented to date).

The Board shall determine if and when further SIP awards will be made and the terms of those
awards.

Potential remuneration

At the time of IPO and each year since, free shares with a volue up to £3,600 were awarded to UK
employees, Including Executive Direclurs, depending on their length of service.

Performance metrics

None.
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Save As You Earn Option Plan (SAYE)

Purpose To motivate, facilitate share ownership and align employees with shareholders.
Operation An ‘all employee’ share option plan approved by HMRC and supervised by the Remuneration
Committee.

UK employees, including Executive Directors, moy enter into @ sovings contract under which they
agree to save a specified monthly amount for thraee or five years. At the end of the contract,
participating employees may use the amount saved to exercise options with an exercise price of up
to a 20% discount to the market price at the outset.

The Board shall determine if and when further SAYE awards will be made and the terms of SAYE
participotion.

Potential remuneration Under the plan, the maximum monthly savings amount is £500. Executive Directors are eligible to
participate in these schemes.

Performance metrics None.

.
Poland, lreland & US Share Schemes

Purpose To motivate, facilitate share ownership and align employees with shareholders.

Operotion The Group has implemented share schemes for employees in Poland, the Republic of irelond and
the US to make share awards to these employees on similar terms and of o similar value to those
made under the UK SAYE and SIP schemes.

Potential remuneration  Employees based in these countries may be eligible to participote in these plans, at similar levels to
those offered to UK amployees under the SAYE and SIP schemes. If Executive Directors were based
in these countries, they would be able to participate in these schemes.

Performonce metrics None,

. _____________________________________________________________________________________________________________________________________________]
Share Options (CSOP)

Purpose To motivate, facilitate share ownership and align employees with shareholders.

Operation Market value options may be granted to employees at the discretion of the Remuneration
Committee under the 2015 Performance Share Plan. UK employees may receive tax advantaged
awards under the CSOP Sub-Plan. Options have a market value exercise price and have a normal
minimum vesting period of three years.

Potential remuneration The Committee does not intend to grant CSOP options to Executive Directors.

Performance metrics Performance conditions may be applied but it is intended that CSOP options will not normally have
performonce conditions ottached.

Service contracts - Executive Directors
The key terms of the Executive Director contracts are summarised in the table below:

Provisions

Term ond notice Indefinite with 12 months’ notice from either party.

Payment Salary ond discretionary annugl bonus.

Benefits and other Company pension contribution or payment in lieu of pension, private medical insurance and permanent
entitlements health insurance.

Termination May be terminated on 12 months’ written notice served by either party. Kainos has a contractual right

to poy the Exec\utive Directors in lieu of all their notice ond to place thern on gorden leove during oll or
part of their notice period. In the event of gross misconduct, their employment will be terminated with
immediate effect without the requirement for notice or associcted payment in lieu.
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Illustration of application of Remuneration Policy

The charts below provide estimates of the potential reward opportunities for each Executive Director in FY24, and the split
between the different elements of remuneration under three different scenarios: ‘minimum’, ‘in line with expectation’ and
‘'maximum’.

Chief Executive Officer (E000s) Chief Financial Officer (£000s)

900 900
800 800
700 700 2% —
600 B% | — 600 —
500 7% S1% —— SO0 18% 52% —
400 6% —— 400 33% —
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(] Fixed [T] Annuolvariablebonus [] Long-term incentive

In developing the scenarios, the Committee made the following assumptions:

Minimum The fixed amount consists of base salary, benefits and pension.
Base solary is the annual salary as at 31 March 2023.

Benefits and pensions are measured using the single total figure for remuneration table for 2023.

In line with expectation Based on what a Director would receive if performance was in line with plan:

« Annual variable bonus pay-out ot 100% for on-target performance.
« 100% vesting of long-term incentive awards gronted in FY2), vesting in FY24.

Maximum Moximum pay-out of annual variable bonus is 150% of salary for both CEQ and CFO.

100% vesting of long-term incentive awards, granted in FY21, vesting in FY24.

Long-term incentives consist of share awards only and are measured ot face value on date of grant, with no assumptions
about the increase in share price or dividends.

Letters of appointment - Non-Executive Directors

The Non-Executive Directors have letters of appointment which may be terminated in certain circumstances, including the
giving of three months’ written notice by either party or failure to be re-elected by shareholders.

Payments for loss of office

In the event of termination, all Directors will receive payments for loss of office in accordance with the termination provisions of
their service contract or letter of appointment.

The defoult position is that on loss of office, an Executive Director forfeits any right to any bonus payment which would
otherwise have accrued in respect of that year. If an Executive Director is deemed a ‘good leaver’, they will be entitied to receive
o pro-rated bonus for the proportion of the yeor that they worked.

The treotment of an Executive Director’s share-based incentives will be determined based on the plan rules. The default
treatment will be for outstanding unvested awards to lapse on leaving. For awards granted under the PSP, SIP or SAYE plans,
‘good leaver' status may be applied in certain circumstances, and the awards may vest in full.
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n respect of performance shares, awards of ‘good leavers’ will normally vest on the original vesting date, subject to achieving
any performance conditions, with the award being pro-rated to reflect the portion of the vesting period elapsed when they
leave. Under the plan rules, the Remunerotion Committee may determine thot awards vest at the point of departure, to the
extent that performance conditions have been met at that point (os determined by the Committee acting reasonably) and
pro-rated for time, unless the Remuneration Committee allows vesting to o greater extent.

There were no payments to past Directors for loss of office during the yeor ended 31 March 2023.

Remuneration Policy for new Directors

Non-Executive Directors will be appointed on terms substantially similar to the existing Non-Executive Directors and in
accordance with the Remuneration Policy ot the time.

If a new Executive Director is appointed, or an existing Executive Director agrees 0 new service contract, the contract would be
subject to a notice period of no more than 12 months, with the Director entitled to receive salary, bonus and benefits and take
port in the current share plons. The remuneration packoge for the new Director would be set in occordonce with the
Remuneration Policy at the time, while reflecting the individual’s experience and skill.

The new Director’s total remuneration would be consistent with comporable pockages, as advised by the Remuneration
Committee’s remuneration advisers. In the year of joining, the annual bonus ond associated performance measures will be
pro-rated,

When recruiting Executive Directors externolly, the Remuneration Committee may need to offer additional one-off cash and/or
shaore-bosed elements, when in the best interests of Kainos and its shareholders. Such payments would be limited to the
remuneration the individual! lost when leaving their former employer to join Kainos and would broadly reflect the delivery
mechanism (for example, cash, shares or options), time horizons and whether performance requirements are attoched to that
remuneration. Sharehalders will be informed of such payments at the time of appointment.

For an internal appointment, any variable pay element awarded in respect of the prior role would be allowed to pay out
according to its terms, adjusted os relevant to toke into account the appointrment. Other ongoing remunerotion obligations
existing prior to appointment would continue as appropriote, provided they are put to sharehoiders for approval at the earliest
opportunity.

For both external and internal appointments, the Remuneration Committee may agree that Kainos will meet reasonable
relocation expenses, in line with market practice.

Employees
Kainos offers total remuneration for employees that ottracts, motivates and retains talented individuals.

Some employees may receive o bonus, which in mony cases will be a percentage of solary, with elements determined by
personal performance and the Group's financial performance.

For more senior employees, a higher proportion of remuneration is payable as a bonus.

The benefits ovailable depend on market practice in each country. The pension scheme available to an employee variss
according to location, with contributions at a competitive level for each country.

The Group's policy is to offer all employees the chance to take part in share incentive plaons. More senior employaas may
receive discretionary share option awards.

When reviewing the Executive Directors’ remuneration, the Remuneration Committee considers the pay and benefits of
employees. In addition, the Committee consults employees through our Culture and Development Group. Representatives from
this group attend Remuneration Committee meetings periodically, to ensure that the Remuneration Policy aligns with our
culture ond employee experience.
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Shareholders and statement of voting at AGM
At the 2022 AGM the Annuol Report on Remuneration for the year ended 31 March 2022 was approved as follows:

Percentage of Number of Percemaoge of Number of
Number of votes cost for votes cast for votes ogainst  votes cost ogoinst Totol votas cost votes withheld
101,189,629 97.2% 2,876,924 28% 104,066,553 272

We are keen to ensure that our shareholders are supportive of the Group’s remuneration philosophy and policy. As Chair,
| welcome shareholder feedback either as part of the AGM process, or at any time through the year. To date, we have not
received any significant dissenting shoreholder votes on Remuneration Policy and ocutcomes.

Flexibility, discretion and judgement

The Remuneration Committee has developed this policy to ensure that it has sufficient flexibility to deal with unusual
situotions. As outlined in the policy tables, the Remuneration Committee retains flexibility to determine the objectives,
weightings and target performance for the annual bonus at the start of each year. The Committee may alse alter the
performance criteria during the year, reflecting circumstances and the Group’s performance, to ensure targets remain both
challenging ond appropriate.

Similorly, the Committee has flexibility to determine the conditions, weightings and target performance for share awards at the
point awards are made. The Committee can olso subsequently amend performance conditions, if events mean that the
conditions are no longer o fair measure of performance. The olternative performance condition will be equally challenging.

The Committee did not apply any such discretion during the year ended 31 Morch 2023,

Externaol appointments

Executive Directors may occept appointments as Non-Executive Directors in other companies, provided that the appointments
do not conflict with their duties or time commitments to Kainos. Any external appointment is subject to written approval from
the Board. The Executive Director is entitled to retain the fees from such appointments.

No appointments were made during the year ended 31 March 2023.
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Responsibilities

The Remuneration Committes operates within its terms of reference, which are reviewed and updated annually and are
available from our website.

The Committee manages all aspects of the Executive Directors’ remuneration, gives guidance on the remuneration of other
members of the senior management teom and supervises the workings of all our share incentive plans.

Membership and meetings

The members of the Remuneration Committee are Katie Davis (Chair), Tom Burnet and Rosaleen Blair. All are considered
independent Non-Executive Directors. None of the Committee members has any personal finoncial interest (ather than as
shareholders, to the extent disclosed in this report), conflicts of interest arising from cross-directorships, or doy-to-day
involvement in running the business.

The Executive Directors may attend committee meetings by invitation. The Company Secretary acts as secretary to the
Committee.

The Remuneration Committee met five times during the year, with all members of the Committee in attendance.
Further detail is contained within the section ‘Directors’ Remuneration Report’.
During the year, tha Remuneration Committee did not take any advice from external remuneration consultants.

Evaluation

As outlined in the ‘Board Evaluation’ section, we undertook an internal evaluation of the performance of the Board and all the
Committees. For the Remuneration Committee, the evaluation focused on:

» The quality of the Committee‘s reporting to the Board.

» The Committee's performance.

« The structure and management of Committee meetings.
The work of the Commiittee.

The conclusion was that the Remuneration Committee was rated highly overall, achieving excellent or good scores in all
categories.

Remuneration details
The following tables set out the remuneration for each Director for the yeors ended 31 March 2023 and 31 March 2022,

Single total figure of remuneration for Executive Directors (audited)

Incentive Total
Namea Yoor Solgry  Benefitg® Boruis  Ponslon® Othor vosted Total  Toted fixed variable
Allgmounts in (£0003)
Brendan Mooney 2023 227 1 184 11 4 153 580 239 341
2022 225 2 198 20 4 196 645 247 398
Richard McCann 2023 260 1 184 13 4 168 630 274 356
2022 257 2 198 13 4 233 707 272 435
Paul Gannon™® 2023 - - - - - - - - -
2022 83 3 70 12 - 185 383 98 255
(1) Benofits is the blo volue of pri health § receivod by Executive Directors. FY22 included travel ollowance payments in April and May 2021, Trove)
poymenta d effective 1 Juno 2021.

{(2) Pension amounts for Brendan Mooney and Richard MeCann are payments in lieu of pensien.

13)  Other relates 1o the award of SIP shares.

{4) The above toble includes remuneration details for Paul Gannon up to the date of resignation as Executive Director on 23 September 2021,
{S) Effective 1 Juno 2021, annuo! base salories for Brendan Mooney and Richard McCann are £227k and £260k respectively.
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Single total figure of remuneration for Non-Executive Directors (cudited)

Name Yeor Fees
All amounts in (E000s)
Andy Malpass 2023 68
2022 68
Chris Cowan® 2023 -
2022 25
Tom Burnet 2023 100
2022 100
Katie Davis 2023 58
2022 58
Rosaleen B|oir 2023 50
2022 50

{1) The abova tabla includes remunerotion details for Chris Cowan up to the date of resignation s Non-Executive Director on 23 September 2021,

Annual bonus (audited)

The following table details the eligible bonus payment for the Executive Directors.

Eligible bonus poy-out

Torget Threshold Brendan Richerd

performance parformance Outcome Mooney MeCann

Objective Waighting {€ million) (€ miflion) {€ miflion} {£000s) {E0Q0s)
Revenue 30% 371 315 375 - 55 1)
Adjusted pre-tax profit 40% 65 52 68 76 76
Bookings 30% 440 374 428 53 53
Totals - 184 164

The bonuses payable to Brendan Mooney and Richard McCann are 81%, and 71% of salary respectively. Under the
Remuneration Policy, the maximum onnual bonus opportunity is 150% of salary for the CEO and CFO.

As per the revised Remuneration policy (approved September 2022), one third of the annual bonus amount will be deferred

for a period of two years and then paid in cash or shares.

LTIP (audited)

The Committee granted performance-related share awards to the Executive Directors under the PSP on 28 June 2022 as
outlined in the table below. The awards are share options with a nominal exercise price of £0.005 per option and do not have
the right to dividend payments or equivalent until the options have been exercised.

No. of ordinary

shores under Foce vatue'l iso price.por.
Namo Oate of gront opton {£000s) ordinary share  First exercise date Lapsing dote
Brendan Mooney June 2022 6,753 76 £0.005 June 2027 June 2032
Richard McCann June 2022 7493 85 £0.005 June 2027 June 2032

(1) Faco value is calculated using the closing share prico on the doto of gront (£11.30 por shara).
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The 2022 PSP awards are subject to the following performance conditions:

Performance condition Weighting Minimum performance Mid performance MoxImum performance

TSR performance 45% 30% vesting if Compony Linear vesting between 100% vesting if Company

(FTSE techMARK index) performance is at mean minimum and maximum performance is at or
average index price growth  performance above mean average

index price growth plus
4% points

EPS percentage growth  25% 30% vesting for Linear vesting between 100% vesting if growth
growth of §% minimum and maximum is 13% or higher
performance
Responsible company®  30% N/A N/A N/A
{1} Responsibls company reflects strataglc priorities in the areas of diversity, workforce engeg: t, cli action and £ . Includes; percenwage

of women in senior management rolesa staff engogement scora, leading Kainos efforts on reducing emissions and achieving carbon net zero by 202§ ond customar

sotisfaction scacas.

SIP and SAYE schemes (audited)

The Executive Directors are entitled to participate in the SIP and SAYE schemes, on the same terms as all other employees with

the same length of service.

The SIP shores awarded during the year to Executive Directors are shown below:

Foce value'?
Name 2022 SIP shares (£000s) Vasting period
Brendan Mooney 240 4 3 vears from the dote of grant.
Richard McCann 240 4 3 years from the date of gront.

{1} Foce value is colculoted using average middle market closing price for the five doys prior 1o gront doto.

Richard McCann also participates in the Group's 2022 SAYE scheme. The maximum number of options that can vest under this
scheme is 544 options. Based on the closing share price on the date of grant, the face value of these options is £6,027. The
exercise price per option is £9.92. Vesting is subject to a three-year service condition.

2019 PSP (audited)

On 8 July 2019, owards were granted under the Kainos PSP to Brendan Mooney ond Richard McCann.

30% of the owards related to an EPS performance condition, for which the measurement period ended 31 March 2022.
The outcome (100% vesting) was reported in our prior year report.

The TSR and Best Companies performonce measurement period ended on 7 July 2022, with the following outcome:

% of award
Award Medasure Welighting  Vasting zcale veasting
2019 TSR $0% Minimum performance: 30% vesting ot median performance. 100%
(FTSE techMARK Index) Maximum performance: 100% vesting if in upper quartile.

Mid performance: Lineor vesting between minimum and

maximum performance.
2019 Bast Companies 20% 100% vesting if score at end of the three-year period is ot 100%

least equal to the score at the start of the period.*
°  Best ponlas scoro was ikablo at tho start of the period and in October 2019 ond N bor 2020. in 2020 tha Company dotermined that a combination of

Glassdoor and Kainos Modarn Workplace Survoy moasures providod o more relevant moasuro of employoo engogemont. All moasured scores at the ond of tho
three-yecr period were ot least equol to scores at the start
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L I
Valso
Shera price at end of
atend of performance
Number of Number of performance period
No of shores % vasted shares vestad shares lopsed period {EC00s)
Brendan Mooney 9,918 100% 9,918 - £€11.64 115
Richard McCann 10,206 100% 10,206 - £11.64 118
2020 PSP (audited)

On 30 June 2020, awards were granted under the Kaines PSP to Brendan Mooney and Richard McCann. The performance

measurement period for the EPS performance condition ended on 31 March 2023, with the fallowing outcome:

Performance % of award
Aword Measure Weighting  Vaesting scale achiaved vesting
2020 EPS 30% No vesting if EPS growth below 5% p.a, 30% of awards 36% 100%
vest if EPS growth equals 5% p.a. and 100% vests if
EPS growth exceeds 13% p.a. Straight-line pro-rata
basis from 30% to 100% if EPS growth exceeds 5% but
is less than 13% pa.
Volue ot
Sharo price ond of
at end of porformanco
Number of shares Number of performance period
No of shares % vested vested shares lapsed period (£000<)
Brendan Mooney 3,200 100% 3,290 - £1382 45
Richord McCann 3,651 100% 3,651 - €1382 SO

The 2020 PSP awards also included performance conditions relating to Company TSR and Employee Engagement for which
the measurement period ends on 28 June 2023. Achievement against these performance conditions will be reported in next

yeor's Annual Report on Remuneration.

Payments to past directors
There were no payments made to past directors during the year.

Directors’ shareholdings (audited)

The interests in Kainos ordinary shares of the Directors in office at 31 March 2023, including their connected persons, were:

Shares Optionstt
SIP shares  SIP shares (not with Without

Current toveilable o awiloble o performance pertormance  Vested but aot Exerciged
Name shargholding withdraw) withdrow} moaosures moasures exercisod  during tho year
Brendan Mooney 14,205,987 4,481 718 127,992 580 104,296 -
Richard McCann 4,630,352 3,330 718 141,966 1,124 115,674 -
Andy Malposs 38,590 N/A N/A N/A N/A N/A N/A
Tom Bumet 28,253 N/A N/A N/A N/A N/A N/A
Rosaleen Bloir N/A N/a N/A N/A N/A N/A N/A
Katie Davis 6,400 N/A N/A N/A N/A N/A N/A

(1) Olividend eguivalent poyments are not made In respect of options held,
During the year:
» Katie Davis ocquired 6,400 shares in the Company.

No other changes in the Directors’ interests took place betwsen 31 March 2023 and 30 April 2023,
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Share ownership guideline for Executive Directors

The Remunaeration Committee has guidelines for the value of the Executive Directors’ shareholdings in Koinos. A minimum
shareholding requirement of 200% of annual salary, over a four-year period, applies. In addition, Executive Directors are
required to retain shares post-employment equal to 200% of annual salary (or their octual shareholding on departure if that is
lower) for a minimum of two yeors post-employment.

There is no shareholding guideline for the Non-Executive Directors.

Shorehokiing
requirement Shoreholding
% of solory¥?  requirement met
Brendan Mooney 200% Yes
Richard McCann 200% Yes
{1y The shoreholding requi " has besn d in relotion to annuol base solorias of Executive Diractors as ot 31 March 2023 ond ¢ closing share price of £13.82

on 31 Morch 2023,
(2) Tho following sharos count towards the roqulired holding amount:

» Shares owned by the Executive Directors in their own namae.

« SIP shores which are available to withdrow.

Unvasted or ungxercised ds under the C:

pony’s share plans do not count towards the ownership target.

Performance graphs and comparator tables

The regulations require the presentation of a number of graphs and tables comparing Group performance and CEO
remuneration for the same period of time.

The Board believes that the FTSE techMARK All-Share index provides the best benchmark for comparison. It is also the index
used by the Group for the perfarmance criterion for PSPs.

Qur TSR performance against the FTSE techMARK All-Share Index TSR performance, from the date of IPO in July 2015 to the
end of 31 March 2023, is shown below. The Kainos share price and the FTSE techMARK All-Share Index are both set to 100 at
the start of the period.

Kainos TSR performance against FTSE techMARK All-Share index
16000 7y pebased share price performance since PO
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The table below sets out the CEO’s total remuneration over the last eight years, valued using the methodology applied to the

single total figure of remuneration.

Annuol bonus Long-torm incontive

CEO singlo figuro pay-out against vesting rotss against

of total remuneration moximum moximum opportunity

{E£0003) %) (%)

2023 580 54 100
2022 645 $9 100
2021 S91 6S 100
2020 683 51 100
2019 1,036 6S 96
2018 423 53 n/o
2017 399 46 nfa
2016 428 §7 100

Percentage change in remuneration

The tables below show the percentage change in remuneration for each Director and all UK employees, for both the current
and prior periods. The Committee considers the comparator group of all UK employees to be representative of Kainos as o
whole and a global comparotor group would not result in a moterial variance.

a) Executive Directors

o inremur in 2023 compared with remuneration in 2022
2023 Brondan Moonoy Richard McCann Employeos
Salary and fees® 05% 1.3% 9.8%
All taxable benefits'? (52.6%) {50.0%) 0.0%
Annual bonuses (6.9%) {6.9%) (0.5%)
TOTAL (10.1%) (10.9%) 5.6%
{1} Executive Diractors’ solary colculotad using the single total figure of remuneration,
{2) FY22 benafits included travel allowance payments in April and May 2021, Travel gl payments d offective 1June 2021.

Percontage Incroase in emuneration in 2022 comparod with remuncration In 2021

2022 Brendon Mooney Richard McCann Paul Gannon'™® Emplovees
Salary and fees™ 758% 84.9% {30.8%} 10.0%
All taxable benefits® (60.0%) (71.4%) (84.2%) 0.0%
Annual bonuses (8.3%) (8.3%) (54.8%) (12.2%)
fOTAL 9.1% 12.2% (31.3%) 0:6%
(1) Executive Directors’ solary colculatod using the singlo total figure of r ion. Tho ir is attributable to tho Executive D s 10 take no salary

batween April and August 2020. For clarity, the annual base sokiries for Brandan Mooney ond Richard McCann, effective 1 June 2021, are £226,600 and £260,000
respectively. Annuol base salaries effective prior to 1 June 2021 were £220,000 ond £239,700 raspectively.

(2) Executive Directors did not recaive trovel allowonce between Juns 2021 and March 2022.
{(3) Pau) Gannen resignod from his role oz Boord Director on 23 September 2021.
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b) Non-Executive Directors

Percentoge increcss in remuneration in 2023 compared with remuneration in 20220

2023 Andy Malpass Tom Burnat Katio Davies Rasaloon Blalr Employoos
Salary and fees 0.0% 00% 00% 0.0% 9.8%
All taxable benefits - - - - 00%
Annual bonuses - - - - (0.5%)
TOTAL 0.0% 00% 00% 0.0% 5.6%

(1} Colculoted using the single total figure of remuneration toble.

Pertentugo (ncroase in remunoration In 2022 compared with remunaratian in 20214

2022 Andy Malposs Chris Cowan'® Torn Burnet Katle Dovis Resolean Blair® Employees
Solary ond fees® 9.7% {45.7%) 1.0% 26.1% 284.6% 10.0%
All taxable benefits - - - - - 0.0%
Annual bonuses - - - - - (12.2%)
TOTAL 9.7% (45.7%) 1.0% 26.1% 284.6% (0.6%)

(1) Caleulatad using tho singlo total figuro of ramunerotion tablo. Non-Exccutlve Directors alected to taka a reduced salary botweeon April and August 2020.
(2) Chris Cowan rosignod from tho Board on 23 Septomber 2021,
(3) Rosoleen Blair joined the Board on 1 January 2021.

Pay ratios

The following toble sets out the ratio of the CEO’s latest single total figure of remuneration versus UK full-time equivalent (FTE)
employees’ remuneration.

25th percentile 75th percentile
Year Mothod pay ratic Modian pay ratie poy ratio
2023 A 18.3:1 9.3:1 64:1
2022 A 18.2:1 116:1 80:1

The Committee hos adopted option A as its preferred method for calculating the pay ratio for the year ended 31 March 2023.
The Committee considered this is the most efficient and robust appreach to gathering data for the vear.

The salories and wages of UK staff were used to calculate an equivalent single figure remuneration.
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The wages and salaries figures for the median, 25th and 75th percentile employees used in the poy ratio calculation are
as follows:

Y2s Y50 Y7%

Wages and salaries £38k £63k £90k

Relative importance of spend on pay

As a digital technology business with o growth strotegy focused on organic development, our primary costs are related to our
employees. The profit, corporation tax and dividend figures hove been included to provide greater context to staff remuneration.

2023 2022 Chonge Changs

(£000s} (£0005) (£0003) %

Stoff remuneration 232,033 168,395 63,638 38%
Profit before tax 54,338 45993 8,345 18%
Coarporation tax 12,693 10,225 2,468 24%
Effective tox rate 23% 22% n/a 1%
Dividends poid 28,434 27,419 1,015 4%

Employee angagement

Workfarce engagement continues to be a priority to help our employees understand our current reward strategy for Executive
Directors, Executive Managers and other employees, and to provide input to our future reward strategy. Throughout the period,
we consulted with employee groups to develop our Reward Philosophy and Strategy, ond we provided an overview of the work
of the Remuneration Committee to the Culture and Development Group as well as inviting members to attend Remuneration
Committee meetings and participate in discussions. We also seek anonymous feedback on a monthly basis from colleagues via
Peakon, our employee listening tool. Peakon enables the Group to see how its engogement levels compare with around 350
other global companies from the IT and software sector. Peakon measures engagement though a number of drivers including
questions on reward and the outputs are used to influence our overall Reward Strategy and roadmap. As input to our Annual
Salary Review, we created 3 x e-learning modules for managers, held drop-in discussion sessions so that they were better
informed and could take and communicate reward decisions.

Ensuring our Remuneration Policy for Executive Directors and Executive Managers is aligned with the employee experience
is a continuing priority for the Remuneration Committee. Both the Board and the Committee will continue to engage with the
workforce through the Kainos Culture and Davelopment Group and divisional leadarship teams.

AGM
The Directors’ Annual Report on Remuneration will be put to an advisory shareholder vote at the 2023 AGM.
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Directors’ remuneration for the year commencing 1 April 2023

Salary The Remuneration Committee will continue to monitor the remuneration of Executive Directors
of other compaonies in the IT sector and other listed companies with similar market copitalisation
to ensure thot the Executive Directors remain sufficiently rewarded to promote long-term success.
The Remuneration Committee will alse consider the salary increases across the wider workforce.

Benefits There will be no change to the Executive Directors’ benefits in the year commencing 1 April 2023.

Pension There will be no change to the Executive Directors’ pension contributions in the year commencing
1 April 2023.

Annual bonus Annual bonus for the year commencing 1 April 2023 will be determined by the policy disclosed in
this report. Executive Directors will defer one third of the annual bonus payable in June 2024 for
three years.

The targets for the annuol bonus for FY 24 are not disclosed in this report, as thot information is
deemed commercially sensitive and may be interpreted to be a forecast. The targets will be
disclosed in the 2024 Annual Report.

Long-term incentives The Rermuneration Committee intends to make further performance share awards in mid-2023.
These will be made in line with the Remuneration Policy. The Committee will determine the levels,
performance conditions, weighting and growth torgets to be applied at the time of award and
disclose them in the 2024 Annual Report.

Non-Executive Director For the year commencing 1 April 2023 fees will remain in line with the structures in effect from
remuneration 1 October 2019,

On behalf of the Board

A

Katie Davis
Chair of the Remuneration Committee
19 May 2023
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DIRECTORS' REPORT

The Directors present their report and the audited

financial statements for Kainos Group plc (company number
09579188) for the year ended 31 March 2023. These will be
laid before the shareholders at the Annual General Meeting
(AGM) to be held on 21 September 2023. The Strategic Report
ond the Corporate Governance Report are incorporated by
reference into this Directors’ Report.

Forward looking statements

All sections of the Annual Report contain certain forward-
looking statements which, by their nature, involve, risk and
uncertainty. The forward-looking stotements are based on
the knowledge and information available at the date of
preparation and on what are believad to be reasonable
judgements. A wide range of factors may cause the actual
results to differ materially from those contained within, or
implied by, these forward-looking statements.

The forward-looking statements should not be construed
as a profit forecast.

Other statutory disclosures

In accordance with Section 414C (11) of the Companies Act
2006, to the extent they are not addressed in the Directors’
Report, the disclosures relating to the following matters are
included in the Strategic Report:

« environmental matters (including greenhouse gas
emissions ond the impact of the Group’s business on the
environment);

the Group’s employees {including equal opportunities,
gender diversity and employee engagement);

details of research and development activities; and

« social, community and human rights issues (including

corporate social-responsibility):

recommended by the Directors, is provided in the Operational
and Financial Review sections of the Strategic Report and the
notes to the finoncial statements.

Political donations

No political donations were made during the year ended
31 March 2023 (£nil for year ended 31 March 2022).

Off-balance sheet arrangements

There are no off-balonce sheet arrongements. Details of the
trusts reloting to Kainos’ share incentive plans are set out in
note 23 to the consolidated financial statements. The shares
held by the trust ronk pari passu with all the other shares in
issue and have no special rights.

Information required by the Listing Rules

For the purposes of LR9.8.4C R, the informotion required to be
disclosed by LR9.8.4 R can be found in the following locations:

Section topic Location

1 Interest capitalised Not applicable

2 Publication of unaudited Not opplicable

financial information

4 Details of long-term incentive Directors’
schemes Remuneration
Report

8§  Waiver of emoluments Not applicable
by a Director

6  Waiver of future emoluments
by a Director

7 Non pre-emptive issues of equity
for cash

8 Section (7) in relation to major
subsidiory undertakings

-] Parent participation in a placing
by a listed subsidiary

10 Controcts of significance

Not applicable

Not opplicable

Not applicable

Not applicable

Directors’' Report

11 Provision of saervices by o Not applicabie
controlling shareholder

12 Shareholder waivers of dividends

Not applicable

13 Shareholder waivers of Not applicable
future dividends
14 Agreements with controlling

shareholders

Not applicable

Share capital and articles of association

Directors

The Directors who held office during the year ore detailed
within the Board and Committee membership section of the
Corporate Governance Report

Financial performance and position

The financial results and position are shown in the
consolidated financial statements. A fuller explanation of the
results and financial position, including the dividend

Details of the called-up and fully paid share copital are set
out in note 22 to the consolidated financial statements. The
rights and obligations attaching to the shares and the powers
of the Directors are set out in the Articles of Association,
copies of which con be obtained from Companies House.
There are no restrictions on the voting rights attached to the
shares and no person holds securities carrying special rights
regarding control.
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Authority to purchase own shares

Kainos holds a general authority to purchose up to
12,409,518 ordinary shares in the market This represented
approximately 10% of Kainos' issued share capital as ot

24 August 2022, as opproved by shareholders at the 2022
AGM. No purchase of shares has been moade pursuant

to this authority. The Board does not currently intend to
use such on authority but considers it desirable to have the
ability to do so under appropriate circumstances. A similar
outhority will be requested at the forthcoming AGM, again
limited to a maximum of 10% of the issued share copitol.
The Board intends to exercise this authority only if it believes
it will tead to an increase in earnings per share for the
remaining shareholders.

Appointment and replacement of Directors

The appointment and replocement of Directors is governed
by the Articles of Associotion ond the Nominations
Committee’s Terms of Reference. The Articles of Association
may be amended by a special resolution.

Directors’ indemnities

At the dote of this Directors’ Report, indemnities are in force
under which Koinos has agreed to indemnify the Directors
ond the Company Secretary to the extent permitted by law,
ond by Kainos Group pl¢'s Articles of Association in respect of
losses arising in their capacity as Director or officer of any
member of the Kainos Group.

Directors’ and officers’ liability insurance

Kainos has purchased and maintained throughout the year
Directors’ and Officers’ liability insurance in respect of itself
and its Directors and officers.

Disclosure of information to auditor

The Directors who held office at the date of approval of the
Directors’ Report confirm that, so far as they are each aware,
there is no relevont oudit information of which the cuditor is
unaware, and each Director has taken the steps that he or
she ought to have taken as a Director to ascertain any
relevant audit information and to establish that the auditor is
aware of that information.

This confirmation is given and should be interpreted in
accordance with the provisions of s418 of the Companies
Act 2006.

Auditor

In accordance with Section 489 of the Companies Act 2006,
a resolution for the re-appointment of KPMG as auditor of
the Company is to be proposed ot the forthcoming Annual
Generol Meeting.

Significant agreements - change of control

Group companies are subject to certain customer contracts,
which require them to notify the customer of a change of
control of the Group. In some instances, this moy allow the
customer to terminate its contracts with the Group. The
Directors ore not aware of, and do not anticipate, any

circumstances where, any customer would wish to trigger its
termination rights under such change of control provisions.

The only significant agreements with change of control
provisions are the share incentive plans. Under the CSOP,
SAYE, and Polish share plans, on a change of control, options
and awards that have not lapsed would generally vest in full.
Awards under the PSP rules would also vest, subject to the
satisfoction of any performance conditions at the time, but
these would be time pro-rated.

Kainos is not party to any other significant agreements that
take effect, alter or terminote upon o change of control
following a takeover or upon o takeover bid.

Principal shareholders

The following have disclosed that they (inctuding persons
closely connected) have an interest in 3% or more of the
issued ordinary share capital. At 30 April 2023, the last
holding notified to the Company is shown below.

Ordinary % of issued
Investor 0.5p shores share capitel
Eileen and Brendon Mooney 14,205,987 11.4%
QUBIS Ltd 12,221,217 9.8%
Liontrust Asset Management pl¢ 7,651,696 6.1%
Paul Gannon 7,129,008 8.7%
abrdn (Standard Life) 5,925,653 48%
Baillie Gifford & Co 5,800,662 47%
Richard McCann 4,630,352 37%
Dr Brian Gannon 4,285,675 3.4%

Going concern

Our business octivities and position in our markets are
described in the ‘Operational Review’, ‘Our Markets’ and ‘Risk
factors and uncertainties’ sections of the Strategic Report
The financial position, cash flows and liquidity position are
described in the ‘Financial Review’ and the notes to the
consolidated financial statements. In addition, the notes to
the consolidated financial statements include our objectives,
policies and processes for managing our capital, our financial
risk monagement objectives and our exposures to credit and
liquidity risk.

HMaving reviewed the plans and projections for our business
and our current financial position, the Board believes that we
ore well placed to manage our business risks successfully. We
have adequate financial resources, no borrowings, a good
tevel of recurring revenue, and a broad spread of customers.
As a cansequence of these factors, and having reviewed the
forecasts for the coming vear, the Board has a reasonable
expectation thot we have adequate resources to continue in
operational existence for the foreseeable future, a period of
not less thon 12 months from the date of this report. For this
reason, we continue to adopt the going concern basis of
accounting in preparing the annual financial statements.
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Long-term viability

The full Viability Statement and the associated explanations
rade in accordance with Provision 31 of the Code can be
found in the Strategic Report.

Directors’ responsibilities statement in respect of the
Annual Report and the finoncial statements

The Directors are responsible for preparing the Annual Report
and the Group and Company financial statements in
occordance with applicable low and regulations.

Compony law requires the Directors to prepare Group and
Company financial statements for each financial year, Under
that low they are required to prepare the Group financial
statements in accordance with UK-adopted international
accounting standards and applicable law and have elected to
prepare the Company financial statements in accordance
with UK accounting stondards and applicable law, including
FRS101 Reduced Disclosure Framework.

Under company law the Directors must not approve the
financicl statements unless they are satisfied that they give o
true and fair view of the state of affairs of the Group and
Company and of the Group’s profit or loss for that period.

In preparing the Group and Company financial statements,
the Directors are required to:

«» select suitable accounting policies ond then apply them
consistently;

« maoke judgements and estimates that are reasonable,

relevant, relioble and prudent;

state whether applicable accounting standards have been

followed, subject to any material departures disclosed and

explained in the financial statements;

assess the Group and Company's ability to continueas a

going concern, disclosing, as applicable, matters related to

going concern; ond

- use the going concern bosis of accounting unless they
either intend to liquidate the Group ar the Company or to
ceose operations or have no realistic alternative but to do
SO,

.

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Compony’s transactions ond disclose with reasonable
accuracy at any time the financial position of the Compony
and enable them to ensure that its financicl statements
comply with the Compaonies Act 2006. They are responsible
for.such.internal controls as thaey determine is necassary to

Under applicable law and regulations, the Directors are also
responsible for preparing a Strategic Report, Directors’
Report, Directors’ Remuneration Report and Corporate
Governance Statement thot comply with thot low and those
regulotions.

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

In accordance with Disclosure Guidance and Transparency
Rule 4.1.14R, the financial statements will form part of the
annual financial report prepared using the single electronic
reporting format under the ESEF Regulation. The ouditor’s
report on these financial stotements provides no assurance
over the ESEF format.

Responsibility statement of the Directors in respect of
the annual financial report
We confirm that to the best of our knowledge:

« the financial statements, prepared in accordance with the
applicable set of accounting standards, give a true and fair
view of the assets, liabilities, financial position and profit or
loss of the Company and the undertakings included in the
consolidation taken as o whole; ond

« the Strategic Report includes o fair review of the
development and performance of the business and the
position of the issuer, and the undertakings included in the
consolidotion token as a whole, together with a description
of the principal risks and uncertainties that they face.

We consider the Annual Report and Financial Statements,
taken as a whole, is fair, balanced and understandable and
provides the information necessary for shareholders to assess
the Group's position and performance, business model

and strategy.

This Directors’ Report was approved by the Board of Directors
on 19 May 2023 and is signed on its behalf by:

Tom Burnet

enable the preparation of finoncial statements that are free
from material misstatement, whether due to fraud or error,
ond have generol responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud ond other
irregularities.

Chalr
19 May 2023
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report

Report on the audit of the financial statements

1. Oginion

We have audited the financial statements of Kainos
Group ple {“the Company”) and its ¢ lidated
undertakings {“the Group”) for the year ended 31 March
2023, which comprise the consolldated income

{, consolid of comprehensive
. lidated st t of financial position,
« lidated st of ehanges in equity,
consolidated statement of cash flows, Company
of financial position, Company of

changes in equity, and the related notes, including the
accounting policies in note 3 to the Group financial
statements and note 2 to the Company financial
statements. The financial reporting framewark that has
been applled In their preparatian is UX Law, UK adopted
international ac ing dards and, s regards the
c y b ial st UK Law and FRS 101
Reduced Disclosure Framework.

In our oplnion:
— the financlal statements give a true and fair view of

Independent auditor’s

to the members of Kainos Group plc

8asis for apinion

We conducted our audit In accordance with International
Standards on Auditing (UK) {"ISAs (UK)"} and applicable
law. Qur responsibilities under those standards are further
described in the Auditor’s responsibilitles for the audit of
the financial statements section of our report. We believe
that the audit evidence we have obtained is a sufficlent
and appropriate basis for gur opinion. Our audit apinion is
consistent with our report to the audit committee.
We were first appointed as auditor by the shareholders on
23 September 2021. The period of 1otal uninterrupted

g t is for two fi ial years ended 31 March
2023. We have fulfilled our ethical responsibilities under,
and we remain independent of the Group in accordance
with, UK ethical requirements including the Financial
Reporting Council (FRC)'s Ethical Standard as applied to
listed public interest entities. No non-audit services

pr ited by that dard were provided.

the state of the Group’s and of the Company's

affairs as at 31 March 2023 and of the Group’s Materiality: £2.9m (2022: £2.7m)
rofit f e year then ended; roup financial .
profit for the v X en end group asa 5% of Group adjusted
~ the Group financial ts have been property hol. profit before tax
prepared in accordance with UK adopted whole
international ing dards; Coverage 94% (2022: 97%) of Group
— theC y financial have been profit before tax
properly prepared in accordance with FRS 101 -
Reduced Disclosure Framework issued by the UK's Key audit matters v3 2022
Financial Reporting Council; and " R -
-~ the financial statements have been prepared in Recurring ris evep ue reco.gn tion «»
" relating to misstatement
accordance with the requirements of the § d and deferred
Companies At 2006 of accrued and deferre
: income
Recognition of research v
and development credits
Investment in <a»r

subsidiarles
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2. Conclusions relating to going concern

The directars have prepared the financial statements on the
going concern basis as they do not intend to liquidate the Group
or the Company or to cease theis operations, and as they have
conctuded that the Group and the Company’s financial p

means that this Is realistic. They have also concluded that there
3re no material uncertainties that could have cast significant
doubt over thelr ability to continue as a going concemn for atleast
3 year from the date of approval of the financial statements{*the
going concern perfod®).

in auditing the financlal statements, we have concluded thatthe
directors' use of the going concern basis of accounting in the
preparation of the financial statements Is appropriate. Our
evaluation of the directors’ assessment of the Group and
Company’s ability to continue to adopt the gaing concern basis
of accounting included:

— Obtaining an understanding of the inherent risks to the
Graup'’s and Company’s busi model and lysed how
those risks might affect the Group and Company'sfinancial
resources or ability to continue operations over the geing

concern period.

—~ Obtaining an understanding of the directors’ use of thegoing
concern basis of preparation. This included inspecting their
going concern assessment and associated underlying
forecasts and assumptions, and performing inquirles of
management and those charged with governance.

of key assumptions made in
the Group’s business plan, by comparing them to historical
performance and challenging the achievability of budgeted
growth.

— Testing the clerical accuracy of the going concernmodel
Including the data used in stress testing.

— We also compared past budgets to actual results toassess the
directors' track record of budgeting accuratety,

A

- ing the appropri

— We considered whether the going cancern disclosure in naote
3 to the Group financial statements glves an appropriate and
sufficient description of the directors’ assessment of going
concern.

Based on the work we have performed, we have not identifled
any material uncertainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the
Group or the Company’s ability to continue as a going concern
for a period of at least twelve months from the date when the
financial statements are authorised for issue.

In relation to the Group and the Company’s reporting an how
they have applied the UK Carparate Governance Code, we have
nothing materlal to add or draw attentlon to in relation to the
directors’ statement In the financlal statements about whether
the directors considered it appropriate to adopt the going
concern basis of accounting.

Qur responsibilities and the responsibilities of the directors with

espect to.going concern.are described in.the relevant sections of.

Detecting irregularities inciuding fraud

We identlfied the areas of laws and regulations that could
reasonably be expected to have a material effect an the finandial
statemnents and risks of material misstatement due to fraud,
using our understanding of the entity’s industry, regulatory
environment and other external factors and inquiry with the
directors. In addition, our risk assessment procedures included:

— Inquiring with the directors and other management as tothe
Group's policies and procedures regarding compliance with
laws and regulations, identifying, evaluating and accounting
for litigation and claims, as well as whether they have

[ ledge of non-c e or instances of litigation or

clalms.

— Inquiring of directors and the audit committee as to the
Group’s high-level policies and procedures to prevent and
detect fraud, as well as whether they have k tedge of any
actual, suspected or alleged fraud.

~ Inquiring of directors regarding their assessment of the risk
that the financial statements may be materially misstated due
to irregularities, including fraud.

= Inspecting the Group's regulatary and legal carrespondence.

—~ Reading Board, audit committee, remuneration comemittee
and nomination committee meeting minutes.

~ Performing planning analyticat procedures to identify any
usual or unexpected relatipnships.

We discussed identified laws and regulations, fraud risk factors

and the need to remain alert among the audit team.

Firstly, the Group is subject to laws and regulations that directly
affect the financial statements including companies and financial
reporting legislation, t ion legist. and distributable profits
legistation. We assessed the extent of compliance with these laws
and regulations 35 part of our procedures on the related financial
statement items, including assessing the financial statement
disclosures and agreeing them to supporting documentation
when necessary.

Secondly, the Group is subject to many other laws and
regulations where the ¢ q of non< e could
have a material effect on amounts or disclosures in the financial
statements, for instance through the imposition of fines or
litigation. We identified the following areas as those most likely
to have such an effect: health and safety, anti-bribery,
employment law, environmental Jaw and certaln aspects of

I gnising the nature of the Group’s

¢ LA - e
activities.

Auditing standards limit the required audit procedures to identify
non-compliance with these non-direct laws and regulations to
inquiry of the directors and other g and inspection of
regulatory and legal corr e, if any. These limited
procedures did not identify actual or d non-c

We assessed events or conditions that could indicate an incentive
or pressure to commit fraud or provide an opportunity to commit

this report.

However, as we cannot predict afl future events or conditions
and as subsequent events may restult in outcomes that are
Inconsi with judg; that were ¢ bie at the time
they were made, the absence of reference to a material
uncertainty in this auditor's report is not a guarantee that the
Group or the Company will continue in

:

fraud. As required by auditing standards, we perfarmed
procedures to address the risk of managemem override of
controls and the risk of fraudulent r recognition. We
identified a fraud risk in relation to the Group revenue
recognition refating to misstatement of accrued income and
deferred income,
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3. Detecting irregularities Including fraud (continued)
In response to the fraud risks, we also performed procedures including:

—- Identifying Journal entries to test for all full scope components based on risk criterla and comparing the identified entries to supporting
documentatlon,

- ing significant acc ing est for bias.

— Assessing the disclosures in the financial statements.

Owing to the inherent limitatlons of an audit, there is an unavoidable risk that we may not have detected saome material misstatements In
the financial statements, even though we have property planned and performed our audit in accordance with auditing standards, For
example, the further removed non-compliance with laws and regulations (iregularities} is from the events and transactions reflected in the
financlal statements, the less likely the inherently limlted procedures required by auditing standards would identify it.

In addition, as with any audit, there remains a higher risk of non-detection of irregularities, as these may invotve coltusion, forgery,
i {onal emissis misrepr ans, or the override of internal controls. We are not responsible for pr Ing non-c li
cannot be expected to detect non-compliance with all laws and regulations,

e and

4. Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial statements
and include the most significant assessed risks of material misstatement {whether or not due to fraud) identified by us, including those
which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the
engagement team. These matters were addressed in the context of our audit of the financlal statements as a whole, and in farming our
opinion thereon, and we do not provide a separate oplnion on these matters.

in arriving at our audit oplinion above, the key audit matters, (n decreasing order of audit significance, were as fallows:

The key audit matter How the matter was addressed in our audit

Revenue recognition Revenue recognition relating to Our procedures included, amongst others:
ng 8!

misstatement of accrued and .
Revenue: deferred Income — Control operation: We ob d and doc d our und ding of
£374.8 million the process for recarding the recognition of revenue and tested the
(2022: £234.7 million)  The Group had a range of revenue design and impl ion of the rel control.

streams across its components,
Refer to Audit including licensing and services — Tests of detail: We examined 3 sample of contracts to assessrevenue
Committee Report revenue. There Is a risk that recognitien in accardance with the teems of the cantracts and the

. ’

{Significont issues revenue may be recorded on an Group's accounting policy on revenue recognition.
reloted to the financial  inconsistent basls with the — We performed testing for 3 somple of revenue ltems recorded either
statement section), contractual terms agreed with the side of the year end to ensure that revenue was recognised in the
note 3 Significant [ or not In accordance with correct period.
Accounting Policies the Group's accounting palicy R
(revenue section), note  regarding revenue recognition or  — We assessed the level of deferred r and !
A\ tiol acc g may not be recognised in recognised at the year end and tested a sample of deferred revenue
Judgements and key the correct year. and accrued revenue balances to ensure they were In accordancewith
sources of estimation the Group's r recagnitian accounting policies.

Revenue may be overstated in a
pertod due to an incentive to
achieve revenue forecasts to meet

uncertainty {Cnitical
judgements in
applying the Group’s
accounting policles) ~ \nvestor expectations andinorder . we made enquiries of the directors’ and other management and

— We consldered the Group’s revenue accounting poficies in accordance
with the requirements of IFRS 15.

ond note 5 S to ichieve targe(s e:‘ part of ) remained alert to the indicators of fraud during the course of the audit.
. or . 2
reporting. ap:ransements. > i — Disd We d the disclosures pr d in the financial
st to explain r recognltion, Including key sources of
The delivery of licensing or services estimation uncertainty and judgments being applied.
revenue may occur over multiple
accounting periods such that the Our results
accrued andfor deferred income

— The results of our testing were satisfactory and we found the amountof

has the p ial to be mi at ' recognised 10 be appropriate.

the year end 3s a consequence of
fraudulent accounting.

'PAAC
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4. Key audit matters: our assessment of fisks of material

/ ’ )

Investments in Recoverab(lity of investments in
subsidiaries subsidlary
£6.5 million The Company holds an i

1

The key audit matter How the matter was addressed in our audit

Our procedures included, amongst others:

— Tests of detall: We compared the carrying amount of 100% of the

{2022: £6.5 million) of £6.5m in subsidiary undertakings
and is accounted for at cast less any

Refer to Company note  provision made for impairment.

included In i in subsidiaries with the
subsidiasles’ net assets values to identify whether the net assetsvalues,
being an approximation of their recoverable amount, were in
excess of the carrying amount.

financial statements this Is
considered to be the area that had
the greatest effect on our overall
audit of the Company.

i::g:gs:g;ah icles The recoverability of the — We consider the Grou'p's market capitalisation to the book value of the
finvestment in lnvesl.rnents In subsidiaries Is not at i i In subsidiaries which Indicated that the market

finoncial assets high rl_sk of slgf\iﬂfant ! capitalisation exceeded the book vatue by £1.6 billion as at 31 March
section) ond Company :r subject ‘:o sugmf:‘ca'nt judgfn;enf. 2023.

note 4 investmentsin e e Cormpany | O resuls

subsldiaries.

— The results of our testing were satisfactory and we found thecarrying
amount of the investments in subsidiaries to be acceptable.

kPMG
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Our appll-cann of materiality and an overview of the scope of
our audit

Materlality for the Group financial statements as a whole was set at
£2.9m (2022: £2,7m), determined with reference to a benchmark of
Graup profit before tax, normalised to exclude acquisition related costs
and post-combination remuneration expenses of £4.2m {2022; £7.2m),
af which it represents 5% {2022: $%), We consides the basis of our
materiality to be one of the impartant considerations for shareholders
of the Company in assessing the finandial performance of the Group. It
is linked 1o the key eamings measures discussed when the Group
presents the financial results, The Group‘s reported adjusted profit
before tax is detailed In note 5. In additlon to acquisition retated costs
and post-cambination remuneration expenses, the Group also adjusts
{or amortisation of purchased intanglbles and share based payments
expense and related costs to present adjusted profit before tax; these
amounts are not excluded from our materlality calculation.

Materiality for the Company finandal statements as a whole was set at
£1.am (2022: £1.0m), determined with reference to a benchmark of
Company net assets, of which it represents 2% (2022: 1.5%). In fine
with our audit methodology, our procedures on individual account
balances and disclosures were performed to a lower threshold,
performance materiality, SO 3s to reduce 10 an acceptable tevel the
risk that individually immaterial misstatements In individual account
balances add up t0 a material amount across the financial statements
as a whole.

In applying our judgement in determining the percentage to be apptied
10 the benchmark for Group and Company, the following qualitative
factors, had the most significant impacy, increasing our assessment of
materiality and Induded:

— the Group has no external debt; and
= the stability of the business environment in which it operates.

We applied Group materiality to assist us determine the overall audit
strategy.

Performance materiality was set at 75% (2022; 75%) of materiality for
the financial statements as a whole, which equates to £2.2m (2022:
2,0m) for the Group and £1.1m {2022: £0,7m} for the Company. In
applying our judgement in determining performance materiality for
the Group and Campany, the following factors were considered to
have the most significant impact, increasing our assessment of
performance materiality:

—~ the low number and value of misstatements detected In the
prior year financial statement audit;

- the low number and severity of deficiencies in control activities
identified in the prior year financial statement audit; and

- the stabllity In the senfor management and key financial
reporting personnel over the last three years.

We applied performance materiality to assist us determine what risks
were sgnificant risks and the procedures to be performed.

We agreed to report to the Audit Committee any corcected ar
uncorrected identifled misstatements exceeding £146k {2022: £139k),
in addition to other identified misstatements that warranted
reporting on qualitative grounds.

Of the Group’s 25 (2022: 25} reporting components, we subjected 9
{2022: 9) to fult scope audits for group purposes and 4 (2022: 3) 10
speclfied risk-focused audit procedures, The latter were not
individually financially significant enough to require a full scope audit
for group purposes, but did present specific individual risks that
needed 10 be addressed,

The work on these companents, Including the audit of the
Campany, was performed by the Group team. The audit was
perfarmed using the materiality levels set out above.

The components within the scope of our work accounted for the
percentages illustrated below.

The remaining 3% of total Group revenue, 6% of Group profit
before tax and 4% of total Group assets is represented by 12
reporting components, none of which individually represented
more than 1% of any of to1al Group revenue, Group profit before
tax or total Group assets. For the residual components, we
perfarmed analysis at an aggregated group level to re-examine
our assessment that there were no risks of material
misstatement within these.

Adjusted group profit
before tax

£58.6m (2022: £53.2m)

Group materiality
£2.9m{2022: £2.7m)

£2.9m (2022: £2.7m)
Whole financial
statements materlality

€2.2m (2022: £2.0m)
Whole financial
statements periormance
materality

£0.1mto £2.1m
Range of materiality at 13
components (2022: £0.1m

to£2.2mat 12
® Adjusted Graup PBT components)
@ Group materiality
£146k {2022: £139k)
Misstatements reparted to
the aydit committee
Group revenue Group adjusted profit before tax

Group total assets

Il Fl scope for Group
audit purposes 2023

3 seccified risk-focused audit
procedures

D Residual
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6. We have nothing to report on the ather information in the
Annual Report

The directors are responsible for the other Infarmation
presented in the Annual Report together with the financial
statements. The other information comprises the Information
included in the Directors’ report and the Strategic report and
Corporate governance sections of the Annual Report. Our
aplnion on the financial statements does not cover the other

information and, accordingly, we do not express an audit opinlon

or, except as explicitly stated betow, any form of assurance
conclusion thereon,

Qur responsibility is to read the other informatlon and, in deing
$0, consider whether, based on our financlal statements audit
wark, the information therein is materially misstated or
inconsistent with the financial statements or our audit
knowledge. Based solely on that work we have not identified
materlal misstatements in the other tnformation.

7. Opinions on other matters prescribed by the Companies Act

2006
Strotegic report ond directors’ report

Based solely on our work an the other information undertaken
during the course of the audit:

— we have not identified material misstatements in the
strategic report or the directors’ report;

- in our opinion the informatian given In the strategic report
and the directors’ report for the financial year is consistent
with the financial statements; and

— in our opinion, the strategic report and the directors’ repart
have been grepared In accordance with the Companies Act
2006.

Directors’ remuneration report

In gur opinion the part of the Directors’ Remuneration Report to

be audited has been properly prepared in accordance with the
Cempanies Act 2006.

Corporate governance statement

We have reviewed the directors’ statement In relatlon to going
concern, longer-term viability and that part of the Corporate
Governance Statement relating to the Company’s compliance
with the provisians of the UK Corporate Governance Code
specified by the Listing Rules for our review.

Based on the wark undertaken as part of our audit, we have

cancluded that each of the following etements of the Corporate
Governance Statement is materially consistent with the financial

statements and our knowledge obtained during the audit:

— Directors' statement with regards the appropriateness of
adopting the going concern basis of accounting and any
material uncertainties ldentlfied set out In the Directors’

report {Going concern sectlon) and Strategic Report (Viabllity

statement};

Directors-explanation as-to their assessment of the Group's
prospects, the period this assessment covers and why the
period is appropriale set out in the Directors' report (Going
concern section) and Strategic Report {Viability statement);

— Director’s statement on whether it has a reasaonable
expectation that the Graup wilt be able to continue in
operation and meets its liabilities set out in the Directars’
report (Going concern section) and Strategic Report
{Viability statement).

kPG

7.

8.

Opinions on other matters prescribed by the Companles Act
2006 {continued)

— ODirectors' sta on fair, bal, d and understandable
and the information necessary for shareholders to assess the
Group’s position and performance, business model and
strategy set aut in the Directors’ Report (Directors’
respansibifities statement in respect of the Annual Report and
the financial statements section);

— Board’s confirmation that it has carried out a robust
assessment of the emerging and principal risks and the
disclosures in the annual repart that describe the principal
risks and the procedures In place to identify emerging risks
and explain how they are being managed or mitigated set out
in the Strategic Report (Risk factors and uncertainties
section);

— Section of the annual report that describes the review of
effectiveness of risk management and Internal control
systems set out in the Audit Committee Report {Risk
management and internal control section); and

— Section describing the work of the audit committee set outin
the Audit Commiittee Report.

We have nothing to report on the other matters onwhich
we are required to report by exception

Under the Companies Act 2006, we are required to report to you

if, In our opinian:

- adeguate accounting records have not been kept by the
Company, or returns adequate for our audit have notbeen
received from branches not visited by us; or

— the Company financial statements and the part of the
Directors’ Remuneration Report to be audited are natin
agreement with the accounting records and returns; or

— certain disclosures of directors’ remuneration specified by
law are not made; or

- we have not received 3l the information and explanations we
require for our audit.

We have nothing to report in these respects.

Respective responsibilities and restrictions on use

Responsibilities of directors for the financial statements

As explained maore fully in the directors’ responsibilities
statement set out in the Directors’ Report (Directors’
responsibilities statement In respect of the Annual Report and
the financial statements section), the directors are responsible
for: the preparation of the financial statements including being
satisfied that they give a true and fair view; such internal control
as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement,
whether due to fraud or arror; assassing the Group and
Campany’s ability to continue as a going concern, disclasing, as
applicable, matters related to going concern; and using the going
concern basis of accounting unless they either intend to liquidate

the Group-and Company orto cease-operations; or-hawe
realistic alternative but to do so.
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9. Respecilve responsibiiities and restrictions on use
{continued}

Auditor’s respoasibitities far the audit of the finencie!
stotements

Our objettives are to abtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud, other irregularities or error,
and to issue an opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but is nat a guarantee that
an audit conducted in accordance with (SAs (UK} will atways detect
a material misstatement when it exists, Misstatements can arise
from fraud, other irregularities or error and are considered
materia! if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the
basis of the financial statements.

A fuller description of gur responsibilities is provided on the FRC's

website at www.frc.org.uk/auditorsresponsibitities.

The Company is required to include these financial statements in
an annual financial report prepared using the single electronic
reporting format specified in the TD ESEF Regulation. This
auditor’s repon provides no assurance over whether the annual
finandal report has been prepared in accordance with that format.

KPH'_IG]

The purpose of our gudit work and to whom we owe gur
responsibilities

Our report is made solefy to the Company’s members, as a body,
in accordance with Chapter 3 of Part 16 of the Companies Act
2006. Our audit work has been undertaken so that we might
state to the Company's members those matters we are required
1o state to them in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company and the
Company’s members, 2s a body, for our audit work, for this
report, or for the opinions we have formed.

John Poole (Senjor Statutory Auditor)

for and on behalf of KPMG, Statutary Auditor
Chartered Accountants

The Sololst Buitding

1 Lanyon Place

Belfast

BT13LP

19 May 2023
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CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 MARCH 2023

2023 2022
Continuing operations Note (£0003) (£000s)
REVENUE 5 874,807 302,632
Cost of sales 5 (197,652) (162,386)
GROSS PROFIT S 177,155 140,246
Operating expenses 6 (124,597) (93,625}
Impairment gainf{loss} {including amounts recovered) on trade receivables and
accrued income 25 388 (606)
QOPERATING PROFIT $2,946 46,015
Finonce income 1,463 2
Finance expense (71) (74)
PROFIT BEFORE TAX 54,338 45,993
Income tax expense 8 (12,693) (10,225}
PROFIT FOR THE YEAR 41,648 35,768
EARN-!NGS PER SHARE
Basic 10 33.6p 29.1p
Diluted 10 33.lp 28.5p

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2023

2023 2022

£0003) {£0008)

PROFIT FOR THE YEAR 41,645 35,768
ITEMS THAT MAY BE RECLASSIFIED SUBSEQUENTLY TO PROFIT OR LOSS:

Foreign operations - foreign currency translation differences 779 728

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 42,424 36,496
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2023

2023 2022
Noto £000s) (£0003)
NON-CURRENT ASSETS
Goodwill 11 19,007 18,765
Other intangible assets 11 3,816 5,993
Investment property 13 5,160 -
Property, plont and equipment 12 9,509 14,867
Right-of-use assets 15 1,261 3,166
Investments in equity instruments 1,299 1,343
Deferred tax asset 17 3,103 4,282
43,155 48416
CURRENT ASSETS
Trade and other receivobles 16 38,970 38,358
Prepayments 16 3,656 4,377
Accrued income 16 38,808 39,462
Tax receivable 400 -
Cash and cash equivalents 18 108,302 76,609
Assets held for sale 12 310 -
. 190,446 158,806
TOTAL ASSETS 233,601 207,222
CURRENT LIABILITIES
Trade payables and accruals 20 (52,348) (49,199}
Deferred income 20 (37.087) (30,966}
Tox payable 20 - (1,959)
Lease liabilities 19 (794) (1,093)
Provisions 21 (341) (872)
Other tax and social security 20 (12,068) (11,917)
{102,638) (96,006}
NON-CURRENT LIABILITIES
Provisions 21 {1,031} (1,258)
Lease liabilities 19 (585) (2,268)
(1,616) (3,526)
TOTAL LIABILITIES (104,254) (99,532)
NET ASSETS 129,347 107,690
EQUITY
Share capital 22 623 619
Share premium account 6,567 6433
Capital reserve 3,548 3,548
Shore-based payment reserve 23,394 15171
Translation reserve 1,030 251
Retained earnings 94,185 81,668
TOTAL EQUITY 129,347 107,690

These financial statements were approved by the Board of Directors and authorised for issue on 19 May 2023, They were
signed on its behalf by:

z ——

Richard McCann
Director
19 May 2023
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2023

Shoro-based
Shoro Shara Capital payment Transiation Retained

capital premium reserve reserve reserve sarnings  Totl equity

(£000s) (£000s) (£0003) (£0003) (£000s) {£000s) (£0003)
BALANCE AT 31 MARCH 2021 614 5737 662 9,083 477) 71,989 87,608
Profit for the year - - - - - 35,768 35,768
Other comprehensive income - - - - 728 - 728
Total comprehensive income for the year - - - - 728 35,768 36,496
Equity-settled share-based payment - - - 6,088 - - 6,088
Current tox for equity-settled
share-based poyments - - - - - 1,610 1610
Deferred tax for equity-settled
share-based payments - - - - - (280) (280)
Issue of share capital - share options exercised S 2,296 - - - - 2,301
Issue of shares as purchase consideration - - 1,286 - - - 1,286
Transfer between reserves®™ - {1,600) 1,600 - - - -
Dividends - - - - - {27,419) (27,419)
BALANCE AT 31 MARCH 2022 619 6,433 3,548 15171 251 81,668 107,690
Profit for the vear - - - - - 41,645 41,645
Other comprehensive income = - - - 779 - 779
Total comprahensive income for the year - - - - 779 41,645 42,424
Equity-settled share-based poyment - - - 8,223 - - 8,223
Current tax for equity-settled
share-based payments - - - - - 237 237
Deferred tax for equity-settied
share-bosed payments - - - - - (931) (931)
Issue of share capital - share options exercised 4 134 - - - - 138
Dividends - - - - - (28.434)  (28,434)
BALANCE AT 31 MARCH 2023 623 6,567 3,548 23,3944 1,030 94,185 129,347
{20) Premium on shores issued as consid, ion in FY 20 reclossified from share premium account to capitnl raserve, in accordance with the requirements of the Companies Act

2006, $612.

{21) £12.1 million relotes to exercisod or lapsed options or fully vested free share awards and Is considered distributable.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2023

2023 2022
Noto (£000s] (€000s)
CASH FLOWS FROM OPERATING ACTIVITIES
PROFIT FOR THE YEAR 41,645 35,768
Adjustments for:
Finance income (1,463) (52)
Finance expense 71 74
Tox expense 8 12,693 10,225
Share-based payment expense 6,346 3,727
Depreciation of property, plant and equipment 12 2,249 1,538
Depreciation of right-of-use assets 15 1,163 1,654
Amortisation of intangible assets 11 2,642 1,890
Loss on disposal of property, plant and equipment - 8
Post-acquisition remuneration settled by shares 3,200 2,950
(Decrease)increase in provisions 21 . (758) 395
OPERATING CASH FLOWS BEFORE MOVEMENTS IN WORKING CAPITAL 67,788 58,177
Increase in trade and other receivables (3,380) (22,996)
tncrecse in trade ond other poyobles 8,076 16,571
CASH GENERATED FROM QOPERATING ACTIVITIES 72,484 51,752
Incorme taxes paid (10,585) (7,089}
NET CASH FROM OPERATING ACTIVITIES 61,899 44,663
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 1,463 52
Purchases of property, plant ond equipment 12 (2,439) (5,819)
Acquisition of other investments - (74)
Amounts withdrawn/(placed) on treasury deposit - 18,028
Acquisition of subsidiaries net of cash acquired . 27 - (16,768)
NET CASH USED IN INVESTING ACTIVITIES {1,036) (4,581)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid 9 (28,434} (27,419)
Interest paid 71 (78)
Repayment of lease liabilities (1,075) (1,409)
Proceeds on issue of shares 138 2,301
NET CASH USED IN FINANCING ACTIVITIES (29,442) (26,601)
NET INCREASE IN CASH AND CASH EQUIVALENTS 31,421 13,481
Cash and cash equivalents at beginning of year 18 76,609 62,896
Effect of exchange rate fluctuations on cash held 272 232

CASH AND CASH EQUIVALENTS AT END OF YEAR 108,302 76,609
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. General information and basis of preparation

Kainos Group plc (‘the Company’) is ¢ public company limited by shares incorporated in the United Kingdom under the
Companies Act 2006 and is registered in Englond and Wales (company registration number 09579188), having its registered
office ot 21 Farringdon Road, 2nd Floor, London EC1M 3HA, The Company is listed on the London Stock Exchange.

The Group financial statements consolidate those of the Company ond its subsidiaries (together referred to as the ‘Group’).
The parent Compony financiol statements present information about the Company as a separate entity and not about its
Group.

The Group financial stotements have been prepared and approved by the Directors in accordance with UK-aodopted
International Accounting Standards (‘UK-Adopted IFRS'). The Company has elected to prepare its parent Company financiol
staotements in accordance with Financiol Reporting Standard 101 Reduced Disclosure Framework (‘FRS101'). The financial
statements are presented in Pounds Sterling, generally rounded to the nearest thousand.

The Group financial statements are prepared on a historical cost basis except for the following items which are measured at
fair value or grant date fair value:

» share-based payment arrangements;

» investment property;

« business combinations; and

« equity investments that are in the scope of IFRS9.

Non-current assets held for sale are stated at the lower of previous carrying amount and fair value less costs to sell.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these
consolidated financial statements and hove been applied consistently by the Group other than those detailed in changes in
accounting policies.

The financial statements ware outhorised for issue by the Directors on 19 May 2023,

2. Adoption of new and revised standards

In the current yeor, the Group and Company have applied o number of amendments UK-adopted IFRS that are effective for an
accounting period that begins on or after 1 Jonuary 2022. Their adoption has not had any material impact on the disclosures
or on the amounts reported in these finoncia! statements.

Amendments to IFRS3: Reference to the Conceptual Framework

Annual Improvements to IFRS Accounting Standards 2018-2020 Cycle

Amendmaents to 1AS37: Onerous Contracts - Cost of Fulfilling o Contract

Amendmaents to IAS16; Property, Plont and Equipment - Proceeds before intended Use

New and revised UK-adopted IFRS Accounting Standards in issue but not yet effective
The following UK-adopted IFRSs have been issuad but have not been applied by the Group and Company in these financial
statements. Their adoption is not expected to have a moterial effect in the financial statements.

IFRS17 Insurance Contracts, Amendments to IFRS17 and Initial Application of IFRS17 and IFRS9 - Comparative Information
{effective dote 1 Jonuory 2023).

Amendments to IAS1 Presentation of Financial Statements: Classification of Liabilities as Current or Non-current and
Classification.of.Liabilities.as Current or Non-current {effective date 1 January 2024).

Amendments to IAS8 Accounting Policies, Changes in Accounting Estimates and Errors to introduce 6 new definition for
accounting estimates {effective date 1 January 2023).

Amendments to IFRS16 — Lease Liability in 0 Sale ond Leoseback (effective date 1 Jonuary 2024).

Amendments to IAS1 Presentation of Financial Statements and IFRS Proctice Statements 2 Making Materiality Judgements
(effective date 1 January 2023).

Amendments to 1AS12 Income Taxes - Deferred Tax Related to Assets and Liobilities Arising from a Single Transaction
{effective dote 1 January 2023).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CONTINUED

3. Significant accounting policies

Going concern

The finoncial statements have been prepared on a going concern basis. The Group’s business activities, together with the
factors likely to affect its future development, performance and position are surmmarised in the Strategic Report. The principal
risks, uncertainties and risk management processes are also described in the Strategic Report. The Group's policies ond
objectives with regards to financial risk monagement are further described in note 25 of the financial statements.

Having reviewed the future plans and projections for our business and our current financial position, the Directors believe that
we are well placed to manage our business risks successfully. We have adequate financial resources, no borrowings, o good
level of recurring revenue, and ¢ broad spread of customers.

At 31 March 2023, the Directors assessed the Group’s viability over a longer period to March 2026. The review inctuded
sensitivity onalysis on the future performance and solvency over three years and for the principal ond emerging risks facing
the business in severe but reasonable scenarios. in performing this gssessment, our long-term strategy and focus, the growing
demand for our products and services, the increasing level of recurring revenue and low customer attrition, the track record of
strong cash generotion and a healthy cash balonce with no debt from financial institutions were all taken into consideration.
Consideration was also given to the risks of regional and political changes in our main markets.

Based on the results of this ossessment, the Directors had a reasonable expectotion that should these risks, either all or in part,
manifest themselves, the resulting adverse outcomes can be manoged and mitigated such that, the Group and Company will
be able to continue in operation and meet their licbilities as they fall due over the period of their assessment. In doing so, we
note that such future assessments are subject to o level of uncertainty thot increases with time and, therefore, future outcomes
cannot be guaranteed or predicted with certainty.

As a consequence of these factors and having reviewed the forecasts for the coming year, the Directors have o reasonable
expectation that the Group and Company have adequate resources to continue in operational existence for the foreseeable
future, being a period of not less than 12 months from the date these financial statements are authorised. For this reason, we
continue to adopt the going concern basis of accounting in preparing our financial statements.

Functional and presentational currency
These consolidated finoncial statements are presented in Pounds Sterling, which is the Company's functional currency.

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group ‘controls’ an entity when it is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to offect those returns through its power over the entity. The
financial statements of subsidiaries are included in the consolidated financial statements from the date on which control
commences until the date on which control ceases.

Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised income and expenses (except for foreign currency transaction
gains or losses) arising from intra-group transactions, are eliminated.

Business combinations
Acquisitions of businesses are accounted for using the acquisition method.

The cost of an acquisition is measured as the aggregate of the consideration transferred, which is measured at acquisition
date fair value, and the amount of any non-controlling interests in the acquiree. The acquiree’s identifiable assets, liabilities
and contingent liabilities that meet the conditions for recognition under IFRS3 Business Combinations are recognised at their
fair values at the acquisition dote.

Any deferred and contingent consideration is meosured ot fair value ot the date of acquisition. If on obligation to pay
contingent considerotion that meets the definition of a financial instrument is classified os equity, then it is not remeasured,
ond settlement is accounted for within equity. Otherwise, other contingent consideration is remeasured ot fair value at each
reporting date and subsequent changes in the fair value of the contingent consideration are recognised in profit or ioss.
Deferred and contingent consideration that is assessed as being payment for post-combination services (remuneration) is
expensed as incurred in the post-combination period.

Acquisition-related costs, other than those associated with the issue of debt or equity securities, are expensed as incurred and
included in operating expenses.
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3. Significant accounting policies cont.

Business combinations cont.
The Group meosures goodwill at the acquisition date as:

« the fair value of the considerotion transferred; plus

« the recognised amount of any non-controlling interests in the acquiree; plus

« if the business combination is achieved in stages, the fair value of the existing equity interest in the acquiree; less

« the net recognised amount {generally foir value) of the identifiable assets acquired and liobilities assumed. Identifiable
intangibles are those which can be sold separately, or which arise from contractua! or legal rights regardless of whether
those rights are separable.

Goodwill
Goodwill is initially recognised and measured as set out above.

Goodwill is not amortised but is reviewed for impairment at least annually. For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to the cash-generating unit which represents the lowest level within the Group
at which goodwill is monitared. Cash-generating units to which goodwill has been allocated are tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating
unit is less thon the carrying amount of the unit, the impairment loss is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount of each
asset in the unit. An impairment loss recognised for goodwill is not reversed in a subsequent period.

Revenue

Revenue is recognised to depict the transfer of promised services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those services. The Group has adopted the five-step approach to the
timing of revenue recognition based on performance obligations in customer contracts. This involves identifying the contract
with customers, identifying the performance obligations, determining the transaction price, allocating the price to the
performance obligations within the contract and recognising revenue when the performance obligations are sotisfied.

Revenue from the Group's activities is recognised as detailed below.

The Group recognises a contract asset (accrued income) when the value of the satisfied performance obligations is in excess
of the payment due to the Group or a contract liability {deferred income) when the amount of unconditional consideration is in
excess of the value of satisfied performance obligations. Once a right to receive consideration is unconditional, thot amount is
recognised as a receivable,

Contract asssts are represented by accrued income (note 16} and contract liabilities are represented by deferred income
(note 20} and onerous contract provisions {note 21).

Service revenue

Time and materials contracts

Contracts for the provision of software-reloted services generally tend to be ‘time and materials’ contracts whereby the
customer is contractually bound to poy for services for each hour or day spent in delivering a contractually agreed services
scope. These contracts typically have no payment milestones, refunds or bundling with other services or products. Such
services are recognised as o performance obligation satisfied over time in line with the chargeable ‘time and materials’ which
are allocoted to the contracted project.

Fixed price contracts
Other contracts for the provision of software-related services are contracted on a fixed price basis. The Directors have
assessed thot the stage of completion determined os o proportion of the total hours expected for the project that hos elapsed

at the end-of the reporting:period-is-an-appropriate-measure-of.progress towards.complets.satisfaction.of.the_performance
conditions under IFRS15. This is reviewed on @ monthly basis. Payment for services is not due from the customer unless
milestones hove been achieved or the project is complete, therefore o contract asset is recognised over the period in which the
services ore performed represanting the Group’s right to consideration for the services performed to date. Where costs are
anticipated to be in excess of revenues on onerous contract will be recognised.

Support

Revenue relating to support services is recognised over time. The transaction price allocated to these services is recognised as
o contract liability ot the time of the initial sales tronsoctions and is released on a straight-line basis over the contracted term
in line with the estimoted delivery of performance obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CONTINUED

3. Significant accounting policies cont.

Software os a Service (SocaS)
SoaS$ is charged on a subscription basis and the revenue is recognised pro-rata over the period that the service is provided.

Managed service subscription
Subscription revenue for the management of software applications for customers in the cloud is recognised pro-rata over the
period the service is provided.

Commission revenue

Commission income is earned when the Group secures orders for end-user access to Workday Adaptive Planning software.
Depending on the terms of the underlying agreement with Workday, Inc, performance obligations are either satisfied at the
point the order is secured or over the subscription period and revenue is recognised accordingly.

Third party goods
Revenue from the sale of goods is recognised when control of the goods has transferred to the customer, usually on delivery
of the goods.

Leases

The Group ossesses whether a contract is or contains a lease, at inception of the contract The Group recognises a right-of-use
asset and a corresponding lease liahility with respect to all lease arrangements in which it is the lessee, except for short-term
leases (defined as leases with o lease term of 12 months or less) and leoses of low value assets. For these leases, the Group
continues to recognise the lease payments mainly as an operating expense on a straight-line basis over the term of the lease
unless another systemotic basis is more representative of the time pattern in which economic benefits of the lease are consumed.

Lease liability

The lease liability is initiolly measured at the present value of the lease payments that are not paid ot the commencement
dote, discounted by using the rate implicit in the lease when it can be readily determined. If this rate cannot be readily
determined the Group uses its incremental borrowing rate, which is typically applied.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability (using
the effective interest method) ond by reducing the carrying amount to reflect the lease poyments made.

The lease liability is presented as a separate line in the consolidoted statement of financial position.
The Group remeasures the lease liability (and makes a corresponding adjustment to the reloted right-of-use asset) whenever:

» The lease term has changed or there is a significant event or change in circumstances resulting in o change in the
assessment, in which cose the leose liability is remeasured by discounting the revised lease poyments using a revised
discount rate.

« The lease payments change due te a change in expected payment under a guaranteed residual value, in which case the
lense liobility is remeasured by discounting the revised leose poyments using on unchanged discount rate.

« Alease contract is modified, and the lease modification is not accounted for as a separate lease, in which case the lease
liability is remeasured based on the lease term of the modified lease by discounting the revised lease payments using a
revised discount rate ot the effective date of the modification.

Right-of-use asset

The right-of-use asset comprises the initial measurement of the corresponding lease liability, lease payments made at or
before the commencement day, less any lease incentives received and plus any initial direct costs. It is subsequentty measured
at cost less accumulated depreciation ond impairment losses.

Whenever the Group incurs an obligation for costs to restore the underlying asset to the condition required by the terms and
conditions of the lease, a provision is recognised at commencement of the lease ond measured under IAS37. These costs are
included in the related right-of-use asset

Right-of-use ossets are deprecioted over the shorter period of lease term and useful life of the underlying asset. The
depreciation storts ot the commencement date of the lease. The Group does not have any leases that include purchase
options or thot transfer ownership ¢f the underlying asset at the end of the lease term.

The Group applies IAS36 to determine whether a right-of-use asset is impaired ond accounts for any identified impairment loss
os described in the ‘Property, Plant and Equipment’ policy.

The right-of-use assets are presented as o separate line in the consolidated statement of financial position.
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3. Significant accounting policies cont.

Foreign currency

Foreign currency transoctions

Transactions in foreign currencies are tronslated into the respective functional currencies of Group companies at the
exchange rotes at the dotes of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at the exchange
rate ot the reporting date. Non-monetary items that are measured based on historical cost in a foreign currency are translated
at the exchange rate at the date of the transaction. Foreign currency differences are generally recognised in profit or loss and
presented within operating expenses.

Foreign operations

For the purpose of presenting consolidated finoncial statements, the assets and liabilities of the Group’s foreign operations are
translated into Pounds Sterling at the exchange rates ot the reporting date. Income and expense items are translated ot the
average exchange rates for the period, unless exchange rates fluctuate significantly during that period, in which case the
exchange rates at the date of transactions are used. Foreign currency differences are recognised in the statement of
comprehensive income and accumulated in the translation reserve until the foreign operation is disposed of, at which point the
relevant proportion of the accumulated amount is recycted to profit or loss.

Government grants

Government grants are not recognised until there is reasonable assuronce that the Group will comply with the conditions
ottaching to them and that the gronts will be received. Government grants that compensate the Group for expenses incurred
are recognised in profit and loss on a systematic basis in the periods in which the related costs for which the grants are
intended to compensate are recognised. The Group has elected to present grants related to income as a reduction to the
related expense within operating expenses.

Research and Development Expenditure Credit

Research and Development Expenditure Credits are accounted for as having the substance of a government grant and
accordingly this income is accounted for under 1AS20 Accounting for Government Grants. The grants are recognised on the
basis of the fair value of claims made and are recognised within operating expenses in the profit or loss. A corresponding other
receivable is recognised at the time the grants are earned.

Retirement benefit costs

The Group operates three defined contribution pension schemes and the pension charge represents the amounts payable by
the Group to the funds in respect of the year, Differences between contributions payable in the year and contributions actually
paid are shown as either accruals or prepayments in the stotement of financial position.

Taxation
Income tax expense comprises current and deferred tax. It is recognised in profit or loss except to the extent that it relates to a
business combination, or items recognised directly in equity or in other comprehensive income.

A provision is recognised for those maotters for which the tax determination is uncertain, but it is considered probable that
there will be o future outflow of funds to a tax authority. The provisions are measured at the best estimate of the amount
expected to bacome payable. The assessment is based on the judgement of tax professionals within the Company supported
by previous experience in respect of such activities and in certain cases based on specialist independent tax advice.

Current tax
The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years ond it further excludes

enacted or substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets

and liabilities in the consolidated financial statements and the corresponding tax bases used in the computation of

taxable profit and is accounted for using the liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the
temporary difference arises from the initial recognition of goodwill or from the initial recognition {other than in a business
combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.
In addition, o deferred tax liability is not recognised if the temporary difference arises from the initial recognition of goodwill.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CONTINUED

3. Significant accounting pelicies cont.

Deferred tax cont.

Deferred tox liabilities are recognised for taxable temporary differences arising on investments in subsidiaries except where
the Group is able to control the reversal of the temporary diffarence and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences asscciated with such
investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax ossets is reviewed at each stotement of financial position dote ond reduced to the extent
thot it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is colculated at the tax rates that are expected to apply in the period when the liability is settled, or the asset is
realised based on tax laws and rates that have been enacted or substantively enacted at the reporting date.

The measurement of deferred tax licbilities and assets reflects the tox consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tox assets against
current tox liabilities ond when they relate to income taxes levied by the some toxation outherity and the Group intends to
settle its current tox assets and liabilities on a net basis.

Property, plant and equipment .

Property under construction is carried ot cost, less any recognised impairment loss. Cost includes professional fees and, for
quulifying assets, borrowing costs capitalised in accordance with the Group’s accounting policy. Depreciation of these assets,
determined on the same basis as other property assets, commences when the assets are ready for their intended use.

Property, plant ond equipment assets are stated at cost less accumuloted depreciation and accumulated impairment loss.

Depreciotion is recognised so as to write off the cost or valuation of assets (other than freehold land ond property under
construction) less their residual values over their useful lives, using the straight-line method, on the following bases:

Long-term leasehold property 25%
Leosehold improvements Over the term of the lease up to five years
Fixtures and fittings 20%
Office equipment 25%-33%

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a prospective basis.

At each reporting dote, the Group reviews the carrying amounts of its property, plant and equipment to determine whether
there is any indicotion that those assets have suffered on impairment loss. If any such indication exists, the recoverable
amount of the asset is estimotad to determine the extent of the impairment loss (if any).

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected to
arise from the continued use of the osset. The gain or loss arising on the disposal or scrappage of an asset is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised in the income statement.

Investment property

Investment property is initially meosured at cost and subsequently at fair value with any change therein recognised in profit or
loss. When the use of 0 property changes from owner-occupied to investment property, the property is remeasured to fair value
and reclossified accordingly. Any gain arising on this remeasuremaent is recognised in profit or loss to the extent that it reverses
a previous impairment loss on the specific property, with any remaining gain recognised in OCIl and presented in the
revaluation reserve.
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3. Significant accounting policies cont.

Assets held for sale
A non-current asset is classified as held for sale if its carrying amount will be recovered principally through sale rather than
through continuing use, it is avoilable for immediate sale and sale is highly probable within one year.

Oninitial classification as held for sale, non-current assets are meosured at the lower of previous carrying omount ond fair
value less costs to sell with any adjustments taken to profit or loss. The same applies to gains and losses on subsequent
remeasurement although gains are not recognised in excess of any cumulative impairment loss. Property, plont and equipment
once classified as held for sole or distribution are not amortised or deprecioted.

Acquired intangible assets

Sepoarately identified intangible assets acquired in o business combination are initially recognised ot their fair value (which is

regarded as their cost). Intangible assets are subsequently stated at fair value or cost less accumulated amortisation and any
accumulated impairment losses. Amortisation is recognised on o straight-line basis over the estimated useful life of the asset.
The carrying value of intangible assets is reviewed for impairment if events or changes in circumstances indicate the carrying
value may not be recoverable.

Estimated usefu! lives typically applied are as follows:

« Customer relationships - over 3-7 years
« Order backlog - over 10-15 months

Internally generated intangible assets - research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally generated intangible asset arising from development (or from the development phase of an internal project)
is recognised if, and only if, ali of the foltowing conditions hove been demonstrated:

« the technical feasibility of completing the intangible asset so that it will be available for use or sale;

« the intention to complete the intangible asset and use or sell it;

« the obility to use or sell the intongible asset;

« how the intangible asset will generate probable future economic benefits;

- the availability of adequate technical, financiol and other resources to complete the development and to use or sell the
intangible asset; and .

« the ability to measure reliably the expenditure attributable to the intangible asset during its development.

The amount initially recognised for internally generated intangible assets is the sum of the expenditure incurred from the date
when the intangible asset first meets the recognition criteria listed above, Where no internally generated intangible asset con
be recognised, development expenditure is recognised in the income statement in the period in which it is incurred.

Subsequent to initial recognition, internally generated intangible assets are reported at cost less accumulated amortisation
and accurmulated impairment losses.

Financial instruments .
Finoncial assets ond financial liabilities are recognised in the Group’s stotement of financial position when the Group becomes
o party to the contractual provisions of the instrument.

Financial assets and financial liabilities are Initially measured at fair valuc. Transaction costs that are directly ottributable to
the acquisition or issue of financial assets and financial liobilities (other than financiat assets and financial liobilities at fair
value through profit or loss) are added to or deducted from the fair value of the finoncial assets or financial liabilities, as

appropriate, o?\‘i‘nltlal‘recognition:-‘frcnsuction»costs»di(ectiv-ottributable.to.the.ocquisition,of_finoncial assets or financial

liobilities at fair value through profit or loss are recognised immediately in profit or loss.

Trade receivables

Trade receivables, which typically have 30-day credit terms, are initially recognised and carried at their original invoice amount.
Given the short lives of the trade receivables, there are generally no material fair value movements between initial recognition
and the derecognition of the receivable and are subsequently stated at cost less expected credit losses. The Group applies the
simplified approach, which requires expected lifetime losses to be recognised from the initial recognition of the receivables.
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3. Significant accounting policies cont.

Cash and cash equivalents
Cash and cash equivalents comprise cash and short-term bank deposits with an original moturity of three months or less.
Al of the cash and cosh equivalents balance is available for use by the Group.

The Group has not recognised an expected credit loss on cash and cash equivalents as it is deemed not material.

Investments in financial assets
Investments in equity shares, which are all unquoted equity investments, are stated at fair value through profit or loss (FYTPL).

Impairment of financial assets

The Group recognises a loss allowance at an amount equal to lifetime expected credit loss (ECL) on trade receivables and
accrued income in accordance with the simplified approach as set out in IFRS9. The ECL is updated at each reporting date to
reflect changes in credit risk.

The Group measures loss allowances at an amount equal to lifetime ECL, except for bank balances for which credit risk

(i.e., the risk of default occurring over the expected life of the financiol instrument) has not increased significantly since initial
recognition, which are measured as 12-month ECL. Loss allowances for trade receivables and contract assets are always
measured ot an amount equal to lifetime ECL.

When determining whether the credit risk of o financial asset has increased significontly since initial recognition and when
estimating ECL, the Group considers any change in credit quality of the amounts owing from the date the credit was initially
granted up to the reporting date. This includes both quantitative and qualitative information and analysis, bosed on the
Group's historical experience and informed credit assessment and including forward-looking information.

ECLs are a probability-weighted estimote of credit losses estimated using a provision motrix.
The Group recognises a loss allowance of 100% ogainst all receivables older than six months at the reporting date.

Financial liabilities
Financial liabilities are initially measured at fair value, net of transaction costs. Financiol ligbilities are subsequently measured
ot amortised cost using the effective interest method, with interest expense recognised on an effective vield basis.

The sffective interest method is o method of calcuiating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cosh payments
{including all fees paid or received that form an integral port of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial liability, or where appropriate, a shorter period, to the
amortised cost of a financial liability.

Derecognition of financial assets and financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the financial liability derecognised and the consideration paid ond
payable is recognised in profit or loss.

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, or when it
transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity.

On derecognition of a financiol asset measured ot amortised cost, the difference between the asset's carrying amount and the
sum of the consideration received and receivable is recognised in profit or loss.
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8. Significant accounting policies cont.

Provisions

Provisions are recognised when the Group has o present obligation (legal or constructive) as a result of a past event,

it is probable that the Group will be required to settle that obligation and a reliable estimate can be made of the amount
of the obligation.

The amount recognised os a provision is the best estimate of the consideration required to settle the present obligation

ot the statement of financial position date, taking into account the risks and uncertainties surrounding the obligation. Where

o provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value
of those cash flows (when the effect of the time value of money is moterial).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,
o receivable is recognised as on asset if it is virtually certain that reimburserent will be received, and the amount of the
receivable can be measured reliably.

Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract

is considered to exist where the Group has a contract under which the unavoidable costs of meeting the obligations under
the contract exceed the economic benefits expected to be received under it.

Share-based payments
Equity-settled share-based payments to employees are measured at the fair value of the equity instruments at the gront date.
The fair value excludes the effect of non-moarket-based vesting conditions.

The fair value determined ot the grant date of the equity-settled share-based poyments is expensed on a straight-line basis
over the vesting period, based on the Group's estimate of equity instruments that will eventually vest.

At eoch statement of financiol position date, the Group revises its estimate of the number of equity instruments expected
to vest as a result of the effect of non-market-based vesting conditions. The impact of the revision of the original estimates,
if any, is recognised in profit or loss such thot the cumulative expense reflects the revised estimate, with a corresponding
adjustment to the share-based payment reserve.

The foir value of the amount payable to employees in respect of share options settled in cash is recognised as an expense
with a corresponding increase in liabilities, over the period during which the emplovees become unconditionally entitled to
payment. The ligbility is remeasured at each reporting date and at settlement date based on the foir value of the options.
Any changes in the liability are recognised in profit or loss.

4. Material accounting judgements and key sources of estimation uncertainty

In applying the Group's accounting policies, which are described in note 3, the Directors are required to make judgements
(other than those involving estimations) that have o significant impoct on the amounts recognised and to make estimotes
and assumptions about the carrying amounts of the assets and liabilities that are not readily opparent from other sources.
The estimates and associoted assumptions are bosed on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assurmnptions are reviewed on an ongoing bosis. Revisions to accounting estimotes are
recognised in the period in which the estimate is revised if the revision offects only that period, or in the period of the revision
and future periods if the revision affects both current ond future periods.

Critical judgements in applying the Group’s accounting policies
The following are the critical judgements, apart from those involving estimations {which are presented separately below), that

the Oirectors have made in the process of applying the Group’s accounting policies and that have the'most significont effect
on the amounts recognised in financial statements.

Product development expenditure

The Group invests on a continual basis in the development of new and enhonced feotures in the product suite. There is 0
continual process of enhancements to and expansion of the overall product suite. Judgement is required in assessing whether
the development costs meet the criterio for ¢apltalisation. Thesu judgements have been applicd consistently yeor to year. In
making this judgement, the Group evaluotes, amongst other factors, whether there are future economic benefits beyond the
current period, the stage at which technical feasibility has been achieved, management'’s intention to complete and use or sell
the product, the likelihood of success, availability of technical and financial resources to complete the development phase and
management’s ability to meosure reliobly the expenditure ottributable to the project. Research and product development
expenditure incurred on minor or major upgrades, or other changes in software functionality, does not satisfy the criteria in
order to capitalise. Such expenditure is therefore recognised as an expense.
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4. Material accounting judgements and key sources of estimation uncertainty cont.

Product development expenditure cont.

Therefore, judgement is required in assessing whether eligible costs meet the relevant capitalisation criterio under IAS38
Intangibte ossets. The accounting policy for research and product development is in note 3 and in the current year there

are no development expenses that have been capitalised (2022: £nil). The totol product development expenditure in the period
is £9.1 million (2022: £6.2 million). R&D expenditure credit (‘RDEC’) grants received from HMRC and product development
expenditure incurred are presented gross in note 6.

Generally, commercial viability of new products is not proven until all high-risk development issues have been resolved
through testing pre-launch versions of the product. As a result, technical feasibility is proven only after completion of the
detaited design phase and formal approval, which occurs just before the products are ready to go to market. Certain
development costs are incurred for specific projects and there is a lack of certainty that the work may have future economic
benefit on future projects. Accordingly, development costs have not been capitalised.

Costs which are incurred after the generat release of internally generated software, or costs which are incurred in order to
enhance existing products are expensed in the period in which they are incurred and included within the research ond
development expense in the financial statements.

RDEC income

Judgements are mode regarding the assessment of the eligibility of product development expenditure incurred for

ROEC claims. The Group’s assessment of eligible expenditure must align with the definition of R&D for RDEC purposes.

This assessment is more difficult in some industries such as software development resulting in judgement over the qualifying
R&D costs and the eligibility of these costs for the RDEC cloim. The unrecognised component of RDEC as at 31 March 2023

is £4.8 million (2022: £5.0 miltion) and represents the Group’s determination of the value subject to this judgement. This portion
is recognised when this judgement has been removed either vio formal acceptance of the claim value submitted or the expiry
of the enquiry window. The net value of RDEC receivable as at 31 Morch 2023 is £3.0 million (2022: £3.2 million) and is included
within other receivablas in the stotement of finoncial position.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertointy at the reporting period that moy
hoave a significant risk of causing o materiol adjustment to the carrying amounts of assets and liabilities within the next
financial year, are discussed below.

Revenue recognition

Service revenue

Kainos charges for its digital services on a time and materials or fixed price basis. Where there are fixed price contracts,
revenue is recognised based on the stage of completion. Stage of completion is measured by reference to costs incurred to
date as a percentage of total estimated costs. The Group estimates costs to complete its contractual obligations by reference
to the current run rate of these costs until contractual completion. The estimation of stage of completion is sensitive to future
uncertainties such as technical challenges, timescale changes and commercial issues. During the year revenue relating to
fixed price project income was £33.8 million (2022: £24.4 million). The associated carrying values of accrued and deferred
income at 31 March 2023 were £10.8 million (2022 £5.1 million) and £2.5 million (2022: £2.1 million) respectively.

5. Segment reporting

All of the Group’s revenue during the year ended 31 March 2023 ond for the year ended 31 March 2022 was derived from
continuing operations.

The Group's Executive Directors are considered to be the Chief Operoting Decision Maker (‘{CODM’) of the Group. They use
internal management reports to assess both performance and strategy of the Group and the three specialist business areas:
Digital Services, Workdaoy Services and Workday Products.

During the year, we opted to amend our divisional reporting structure both internally to our CODM (Executive Directors) and
publicly. In prior years we reported results with respect to our Digital Services and Workday Practice divisions. Due to the
continued growth of our Workday Services and Workday Products businesses, we are now reporting these aregs as separate
operating divisions. There is no change in reporting for our Digital Services division.
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S. Segment reporting cont

The tables below present the results for current and prior year in our current reporting structure. As such, the comparative
informotion below has been represented to reflect the new reporting structure.

The following is an analysis of the Group’s revenue and results by reportable segment:

2023
Oigital Workday Workday

Services Sorvices Prod: [~ lidatod
12 MONTHS TO 31 MARCH (£0009) (£0003) £0003) £000)
REVENUE 224,384 105,741 44,682 374,807
Cost of sales (188,798) (48,406) {10,448) (197,652}
GROSS PROFIT 85,586 §7.338 34,234 177,158
Direct expenses®?? {24,326) (36,439) (21,687) (82,452)
CONTRIBUTION 61,260 20,896 12,547 94,703
Centrel overheads'®® (28,536)
Net finance income 1,392
ADJUSTED PRE-TAX PROFIT 67,559
Share-based payments expense and related costs (6,346)
Amortisation of acquired intangible ossets (2,642)
Compensation for post-combination remuneration (4,176)
Acquisition-reloted expenses {57}
PROFIT BEFORE TAX 54,338
2022

Oigitat Workdoy Workday

Servicos Services Products Consolidated
12 MONTHS TO 31 MARCH (£0008) (€0008) (£0008) (€£000s)
REVENUE 199,831 70,868 31,933 302,632
Cost of sales (122,430) (32,388) (7.568) (162,386)
GROSS PROFIT 77,401 38480 24,365 140,246
Direct expenses'?? (21,723) {24,666) (12,932 (59,321)
CONTRIBUTION §5,678 13,814 11,433 80,925
Central overheads®® (22132}
Net finance expense (22)
ADJUSTED PRE-TAX PROFIT 58,771
Share-based payments expense and related costs (3,727}
Amortisation.of.acquired.intangible assets (1,890}
Compensation for post-combination remuneration (5,520}
Acquisition-related expenses (1,641)
PROFIT BEFORE TAX 45,993

(22) Direct expenses plus central overheads plus share-based payment expense and ocquisition rekated exp (including amortisation of acquired intongible assets and

compensation for post-combinotion remunarotion) equals the sum of operating expenses plus impairment losses and Is on trode receivbles and accrued income.

Direct expenses are expenses that are directly attributoble to esch division.
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S. Segment reporting cont.
The Group’s revenue from external customers by geographic location is detailed below:

2023 2022

(£000%) (£0003)

United Kingdom & Irelond 242,787 215,606
North Americo 95,508 §8,712
Centrol Europe 35,262 27125
Rest of wortd 1,253 1,189
374,807 302,632

Disaggregation of revenue by type

In line with the change in divisional reporting structure, the Group considers the new revenue types as presented in the table
below to be o more informotive representation. Subscription revenue previously classed within ‘SaaS and related’ has been
presented separately, with related revenues represented as 'Services’ or ‘Third party and other’ as appropriate. The Group has
represented FY22 revenue categories in line with the current reporting period.

Digital Workday Workday
Services Services Products Total
2023 2028 2023 2023
(2000z) (20003} (2000w (H0002)
TYPE OF REVENUE
Services 217,430 98,961 1,625 318,076
Subscriptions - - 43,057 43,057
Third party and other 6,894 6,780 - 13,674
224,384 108,741 44,682 374,807
Digital Workdoy Workday
Services Services Products Total
2022 2022 2022 2022
(£000s) (£000s) (£000s) (£0003}
TYPE OF REVENUE
Services 192,662 64,475 2,990 260,127
Subscriptions - - 28,943 28943
Third party and other 7,169 6,393 - 13,562

199,831 70,868 31,933 302,632
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5. Segment reporting cont.
Disaggregation of revenue by sector

2023 ) 2022
(£000s) (£000s)
DIGITAL SERVICES
Public 136,951 108,400
Commercial 37,782 25,120
Heatthcare 49,651 66,311
224,384 198,831
WORKDAY SERVICES
Public 167 1,311
Commercial 105,423 68,948
Healthcare 151 609
105,741 70,868
WORKDAY PRODUCTS
Public 891 1,271
Commercial 43,171 29,730
Healthcore 620 932
44,682 31,933
GROUP
Public 138,009 110982
Commercial 186,376 123,798
Healthcare 50,422 67,852
TOTAL 374,807 302,632

The accounting policies of the reportable segments are the same as the Group’s accounting policies described in note 3.
Segment assets and liabilities are not reported to the CODM on o segmental basis and are therefore not disclosed.

Thae following table provides information about receivables, accrued income and deferred income from contracts with customers.

2023 2022

Note (£0003) (£000s}

Trade receivables 16 35,693 35,228

Accrued income 16 38,808 39,462
Deferred income 20 (37,087) (30,966)

Accrued income relates to the Group’s right to consideration for work completed and delivered but not invoiced as at year
end and is transferred to trade receivables when an invoice is issued to the customer. Customers are typically invoiced on
a monthly basis and consideration is payable when invoiced. The majority of the accrued income balance as at 31 March 2022

{£39.5 million) was invoiced during the period. Any amounts written-off were small and considered immaterial in the cantext of
these financial stotements,

Deferred income relates to advance consideration received from customers, where revenue is recognised over time as the
services are provided/delivered to customers. During the year, all of the opening deferred revenue balance (2022: all) has been
recognised as revenue.

The aggregate transaction price allocated to unsatisfied or partially sotisfied performance obligations ot the end of the
reporting period is £322.9 million {2022: £259.7 million). The majority of this balance will be recognised within 12 months of the
reporting date.
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5. Segment reporting cont.
The Group’s non-current assets (excluding deferred tax assets) are located as follows:

2023 2022

(£0003) (E000s)
Northern Ireland 16,685 16,318
Rest of UK 2,231 3815
United States of America 11,366 12,748
Finland 8,822 8,737
Cther 948 2,516

Significant customer

One customer, a Digital Services client, contributed £38.2 million or 10% to Group revenue for the year ended 31 March 2023.
No other single customer contributed more than 10% to Group revenus in the period. No customers contributed more than 10%
to revenue for the year ended 31 March 2022.

6. Profit for the year
Profit for the year has been arrived ot ofter charging/(crediting):

2029 2022
(£0003) (£000s)
Total staff costs (note 7} 232,033 168,395
Government grants (12) 479
Research and development expensed as incurred 9,061 6,176
Research and Development Expenditure Credit (4,230) (3,205)
Depreciction of property, plant ond equipment {note 12) 2,249 1,538
Depreciation of right-of-use assets (note 15) 1,163 1,654
Loss on disposol of property, plant and equipment - 8
Net foreign exchange (gain)/toss (873) 62
Amortisation of acquired intangibles (note 11) 2,642 1,890
The analysis of auditor's remuneration is as follows:
2023 2022
(£000%) (E0003)
Fees payable to the Group’s auditor for the audit of the Group’s annual accounts 110 Q93
Fees payable to the Group’s auditor for the audit of subsidiaries 61 57
TOTAL AUDIT FEES 171 150
Fees payable to the Group’s auditor for other saervices to the Group:
Review of interim report 25 23
TOTAL AUDIT-RELATED FEES 196 173
Non-audit fees - -
Total audit ond non-audit fees 196 173

Total % of non-audit fees 0% 0%
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7. Staff numbers and costs
The average number of employees during the year was:

2023 2022
Number Number
Technical 2,107 1,708
Administrotion 311 234
Sales 188 158
2,606 2,097
The aggregote payroll costs of these persons were os follows:
2023 2022
1£0008) (€000s)
Wages and salaries 194,210 141,588
Social security costs 20,290 14,120
Contributions to defined contribution plans 7,907 6,010
Share-based payments (note 23) 9,626 6,677
232,033 168,395
The split of remuneration between cost of sales and operating expenses is as follows:
2023 2022
(©0003) (0003}
Cost of sales 140,142 99,999
Operating expenses 91,891 68,396
232,033 168,395
8. Tax expense
The following tax was recognised in recognised in the income statement:
2023 2022
(£0008) (£0003)
CURRENT TAX EXPENSE:
Current year (UK) 7,793 7.882
Current year {overseas) 5,271 4,011
Adjustments in respect of prior years (385) (1,043)
12,679 10,850
DEFERRED TAX (NOTE 17)
Qrigination ond reversal of temporary differences (1,130) (1,187)
Adjustments.in-respect-of-prior-years 1,144 637.
Change in tax rate - (75)
14 (625)

TOTAL TAX EXPENSE 12,693 10,225
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8. Tax expense cont.

in addition to the amount charged to the statement of comprehensive income, the following amounts relating to tox have been
recognised directly in equity in relation to share-based payments:

2023 2022
(£000%) (£0003)

CURRENT TAX

Permanent element of share-based payment deduction 237 1,610

OEFERRED TAX

Deferred tox on share-based poyments (931) (883)

Effect of rate change - 603

(931) (280)
TOTAL TAX RECOGNISED DIRECTLY IN EQUITY (694) 1,330

UK corporation tox hos been colculated at 19% {2022: 19%) of the estimated taxable profit for the year, the prevailing rate
ot the balance sheet date. Taxation for other jurisdictions is calculated ot the rates prevailing in the respective jurisdictions.
The effective tax rate for 2023 was 23% (2022; 22%).

On 24 Moy 2021, the UK Finance Act 2021 was substantively enacted, increasing the corporate tax rate to 25% effective from
1 April 2023. The change to the main rate of corporation tax was substantively enacted as at 31 March 2022 and therefore
included in the prior year financial statements. Temporary differences were remeasured in the prior year using these enacted
tax rates that are expected to opply when the liobility is settled, or the asset realised. The impact of this remeasurement,
recognised in the year ended 31 March 2022 resulted in an uplift in deferred tax assets of £0.¢ million.

We envisage our future effective tox rotes to be broadly in line with the main UK corporation tax rate.

The Group’s tax chorge can be reconciled to the profit in the income statement and effective tax rate as follows:

2023 2022
(£0002) {£000s)
PROFIT BEFORE TAX ON CONTINUING OPERATIONS 54,338 45,993
Tax ot the UK corporation tax rate of 19% (2022: 19%) 10,324 8,739
Expenses not deductible for tax purposes 919 1,050
Tax exempt income (3) (35)
Effect of foreign exchange on consolidation (92) 214
Effect of tax rates in foreign jurisdictions 740 671
Adjustments to tax charge in respect of prior years 759 (406)
Change in UK tox rates 46 8)
TAX EXPENSE FOR THE YEAR 12,693 10,225

EFFECTIVE TAX RATE 23% 22%




Kainos Annual report 2023

125

9. Dividends

2023 2022
(£0003) {£0003)

AMOUNTS RECOGNISED AS DISTRIBUTIONS TO EQUITY HOLDERS N THE PERIOD:
Interim dividend for 2023 of 7.8p per share 9,702 -
Final dividend for 2022 of 15.1p per share 18,732 -
Interim dividend for 2022 of 7.1p per shore - 8,774
Final dividend for 2021 of 15.1p per share - 18,645
28,434 27,419

The Board hos proposed a final dividend in respect of the year ended 31 March 2023 subject to approval by shareholders ot
the Annual General Meeting. This dividend has not been recognised as a liability in these finonciol statements and there are no
tox consequences. The proposed final dividend, if approved by shareholders, will be 16.1p per share (£20.1 million in total) and
payable on 20 October 2023 to all shareholders on the Register of Members on 29 September 2023, and with an ex-dividend

date of 28 September 2023.

10. Earnings per share
Basic

The calculation of basic earnings per share (EPS) has been based on the following profit attributoble to ordinary shareholders

ond weighted average number of ordinary shares outstanding.

2023 2022
©000%) (E000)
PROFIT ATTRIBUTABLE TO ORDINARY SHAREHOLDERS 41,645 35,768
Thousands Thousands
Issued ordinary shares at 1 April 124,078 122,785
Effect of shares held in trust {786} (863)
Effect of share options vested and exercised 392 802
Effect of shares issued related to a business combination 18 31
Effect of shares issued related to free share owards 99 49
Weighted average number of ordinary shares at 31 March 123,801 122,804
BASIC EARNINGS PER SHARE 33.6p 29.1p
Diluted
The caleulation of diluted EPS has been based on the following profit attributable to ordinary shareholders and weighted-
average number of ordinary shares outstonding ofter odjustment for the effects of all dilutive potential ordinary shares.
2022 2022
(£0008) (£0003)
PROFIT ATTRIBUTABLE TO CRDINARY SHAREHOLDERS 41,645 35,768
Thousands Thousonds
Weighted average number of ordinary shares (basic) 123,801 122,804
Effect of share options in issue 758 1,256
tffect of shares held in trust 786 863
Effect of potential shares to be issued related to a business combination 299 410
Weightad average number of ordinary shares (diluted) at 31 March 125,644 125,333
DILUTED EARNINGS PER SHARE 33.1p 28.5p
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10. Earnings per share cont.

Diluted cont.
The average market value of the Company’s shares for the purpose of calculating the dilutive effect of share options was
based on quoted market prices for the yeor during which the options were outstanding,

At 31 March 2023, 159,755 options (2022; 33,451) were excluded from the diluted weighted average number of ordinary shares
calculation because their effect would have been anti-dilutive.

Adjusted (unaudited)
Adjusted basic and adjusted diluted earnings per share is calculated using the adjusted profit for the year measure.
The calculation of adjusted profit for the year is detailed in the Financial Review section of the Strategic Report.

2023 2022
(£0003) (£000s)
ADJUSTED PROFIT FOR THE YEAR 53,406 47,726
Thousands Thousands
Weighted average number of ordinary shares for the purposas of basic earnings per share 123,801 122,804
Weighted average number of ordinary shares for the purposes of diluted earnings per share 125,644 125,333
ADJUSTED BASIC EARNINGS PER SHARE 43.1p 389p
ADJUSTED DILUTED EARNINGS PER SHARE 42.5p 381p
1. Intangible assets and goodwill
Customer
Goodwil Order backlog relationships Total
(£0003) {£000s) (£000s) (£0003)
COST
At 1 Aprit 2021 ' 3121 - 3,717 6,838
Exchange adjustments 11 53 176 240
Acquisitions through business combinations 15,633 1,016 3,378 20,027
At 31 March 2022 18,765 1,069 7271 27,1058
Exchange adjustments 242 29 415 686
AT 31 MARCH 2023 19,007 1,098 7,686 27,791
AMORTISATION AND IMPAIRMENT
At 1 April 2021 - - 429 429
Charge for the yeor - 328 1,562 1,890
Exchange adjustments - s 23 28
At 31 March 2022 - 333 2,014 2,347
Charge for the year - 792 1,850 2,642
Exchange adjustments - 27) 6 (21)
AT 31 MARCH 2023 - 1,098 3,870 4,968
CARRYING AMOUNT
AT 31 MARCH 2023 19,007 - 3,816 22,823

At 31 March 2022 18,765 736 §,257 24,758
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Armortisation of customer relationships is colculoted using the straight-line method over a period ranging from 3 to 7 years.

Amortisation of order backlog is calculated using the straight-line method over a period ranging from 10 to 15 months.

Amortisation of acquired intangibles is included within operating expenses in the consolidated income statement

Impairment testing of goodwill
The carrying amount of goodwill has been allocated to cash-generating units (CGU) as follows:

2023 2022

(£0003) (£0C0s)

Kainos Workday Adaptive Proctice 3,219 3,162
Workday Services North America 7,251 7,375
Workday Services Centra!l Europe 8,537 8,228
TOTAL 19,007 18,765

The Group tests goodwill annually for impairment or more frequently if there are indications that goodwill might be impaired.
For the purpose of impairment testing, goodwill is allocated to the CGU which represents the lowest leve! within the Group ot

which goodwill is monitored.

The recoverable amount of the relevant CGU has been determined based on a value-in-use calculation using cosh flows
derived from financial projections covering a three-year period, with cash flows thereafter calculated using a terminal value
methodology. The Group considers the three-year period to be appropriate as it aligns with the period underpinned by

financial budgets and forecasts for the Group.

Key assumptions
The pre-tax discount rotes used in the calculations were as follows:

2023 2022
(£0008) {£0003)
Workday Adaptive Practice 11-12% 11-12%
Workday Services North America 11-12% 11-12%
Workday Services Centrol Europe 12-13% 12-13%
Discount rates represent the Group’s pre-tax discount rate adjusted for the risk profiles of the individual CGUs.
The terminal volue growth rates used in the calculations were as follows:
2023 2022
(£0003) (£000s)
Workday Adaptive Practice 2% 2%
Workday Scrvices North America 2% 2%
Workday Services Centrol Europe 2% 2%

Projected cash flows are most sensitive to assumptions regarding future growth of the CGU and its profitability. The values
applied to these key assumptions are derived from a combination of external ond internal factors, based on past experience

together with management’s future expectations about business performance.

Summary of results
As o result of this review, no impairment has been identifiad.

Sensitivity analysis

The Group conducted an analysis of the sensitivity of the impairment test to changes in the key assumptions. Monagement
concluded that no reasonably possible change in any of the key assumptions would reduce the recoverable amount below

its carrying value.
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12. Property, plant and equipment

Praperty Property and
under leasahoid Office Fixtures
construction improverments equipmeont. and fittings Total
(E000s) {E£000s) (£000s) (£000s) (E0003)

cOoSsT
At 1 April 2021 8,030 1,591 5,079 604 15,304
Acquisition through business combinations - 223 69 15 307
Additions 177 733 3939 970 5819
Disposols - - (1,270) (14) (1,284}
At 31 March 2022 8,207 2,547 7,817 1,575 20,146
Impact of foreign exchange - (103) (8) 9 (120)
Reclassification to investment property (note 13) (5,160} - - - (5,160}
Reclassification to assets held for scle - (1,436) - - (1,436)
Additions 811 45 1,515 128 2,499
Disposals - - (718) (218) (933)
AT 31 MARCH 2023 3,858 1,083 8,606 1,479 14,996
ACCUMULATED DEPRECIATION
At 1 April 2021 - 1170 3,336 511 5,017
Charge for the year - 185 1,266 87 1,538
Eliminated on disposals - - {1,262) (14) (1,276)
At 31 March 2022 - 1,355 3,340 584 5,279
Impact of foreign exchange - (30) 27 (6) [6)]
Chorge for the year - 250 1,751 248 2,249
Reclassification to assets held for sale - (1,126) - - (1,126)
Eliminated on disposals - - {691) (215) (206}
AT 31 MARCH 2023 - 449 4,427 611 5,487
CARRYING AMOUNT
AT 31 MARCH 2023 3,858 604 4,179 868 9,509
At 31 March 2022 8,207 1,192 4,477 991 14,867

Property under construction

During the year ended 31 March 2020, the Group acquired a site for development of Kainos' future Belfast headquarters
ot a purchase price of £7.4 million. Costs incurred since purchase (£0.8 million) relate to lega! and professional fees and
demolition works.

During the period, £5.2 million wos transferred to investment property, reflecting the Group’s agreement to sell part of this site.
Immediately before the transfer, the Group internally remeasured the relevant portion of the site to fair value with no gain or
loss arising.

No capital commitments exist at 31 March 2023 (2022 nil) relating to the property under construction.

Assets held for sale

In February 2023, the Group committed to selling a0 number of properties located in Belfost and actively listed these for sale.
Subsequent to 31 March 2023, the Group has accepted an offer far all of these properties and expects the transaction to
complete in FY24,

Accordingly, the Group has classified this property as on asset held for sale at 31 March 2023. The assets held for sale are
measured at their corrying amount of £0.3 million.
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{£000s)
At 1 April 2022 -
Transferred from property, plont and equipment 5,160
AT 31 MARCH 2023 5,160

Tronsfer from property, plant and equipment
As described in note 12, £5.2 million was transferred during the period from property, plont and equipment to investment
property. Immediately before the transfer, the Group internally remeasured the relevant portion of the site to fair value with

no gain or loss arising.

The fair value of the property as at 31 March 2023 is based on an agreed contract for sale, discounted at the market rate of

interest, The sale is subject to planning permission and is expected to complete during FY25.

The fair value measurement of the investment property has been categorised as level 3 fair value based on the input for the
risk-gdjusted discount rate applied, which is considered to be an unobservable input. The estimated fair value would increase
{decrease) if the risk-adjusted discount was lower {(higher).

14. Subsidiaries

The subsidiary undertokings at 31 March 2023 are in the table below. All principally operote in their country of incorporation.

Proportion of
ordinary sharo
Subsidiory undertakings Incorporated Ragistared office Principal activity capital held
Kainos Software Limited Northern ireland Kainos House, Software 100%
4-6 Upper Crescent, development
Belfast, BT7 1NT, Northern Ireland
Kainos Software Irelond Limited Republicof reland  Glondore, Fizwilliam Court, Software 100%
Suite 103, Leeson Close, development
Dublin 2,002 YW 24, Ireland
Kainos Software Poland Spélka zo.o Poland Tryton Business House, ul. Software 100%
Jana z Kolna 11, development
80-864 Gdarisk, Polond
Kainos Polond Services Spélka zoo Poland Jana zKelna 11 Software 100%
80-864 Gdarisk, Poland services
Kainos Trustees Limited Northern Ireland Kainos House, Share Scheme 100%
4-6 Upper Crescent, Trustee
Belfast, BT7 1NT, Northern Ireland
Kainos Managers Limited Northern Ireland Kainos House, Property 100%
4-6 Upper Crescent, company
Belfast, BT7 1NT, Northern Ireland
Kainos Evolve Limited Northern Ireland Kainos House, Software 100%
4-6 Upper Crescent, development
Belfast, BT7 1NT, Northern Ireland
Kainos WorkSmart Limited Northern Ireland Kainos House, Software 100%
4-6 Upper Crescent, development
Belfast, BT7 1NT, Northern Ireland
Kainos WorkSmaort Inc. us wewWork Tower Ploce 100, Software 100%
3340 Peachtree Rocd NE, development
Atlontg, Georgiao, 30326, USA
Kainos Evolve Inc. us WeWork Terminus, Software 100%
3280 Peachtree Road NE, development
Atlanto, Georgio, 30305, USA
Kainos WorkSmart GmbH Germany The Squgire 12, Am Flughofen Software 100%
Hessen, Frankfurt 60549, Germany development
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Proportion of
ordinary share
Subsldicry undertakings Incorporated Registered office Principal activity capltol held
Kainos WorkSmart ApS Denmark Office no. 280110080 Software 100%
Harsdorffs Hus Office Club development
Kongens Nytorv S
1050 Copenhagen, Denmark
Kainos Canada Inc. Canada 20 Wellington Street East, Software 100%
Suite SO0, Toronto, development
ON, MSE 1C5, Canadoa
Kainos WorkSmart SAS France . 3-5Rue Saint Georges TMF Software 100%
Pole 75009, Paris, France development
Kainos WorkSmart Oy Finland c/o TMF Finland Oy, Software 100%
Erottajonkatu 15-17, development
00130 Helsinki, Finland
Formulote Koinos Limited England 2nd Floor, 21 Farringdon Road, Software 100%
London, EC1M 3HA, England services
Kainos Planning, LLC us 355 S. Teller Street, Suite 200, Software 100%
Lokewood, Colorado, 80226, USA services
KW Software Oy Finland c/o TMF Finland Qy, Software 100%
Erottajonkatu 15-17 services
00130 Helsinki, Finland
Kainos AB Sweden Vasagatan 11 Software 100%
111 20 Stockholm, Sweden services
Kainos the Netherlands BV. Netherlands Hogebrinkerweg 15 b, Software 100%
3871KM, Hoevelaken, Netherlands services
Kainos Belgium BV Denmark 2060 Wommelgem Software 100%
Nijverheidsstroot 70, Belgium services
Kainos QU Estonia Harju maakond, Tallinn, Software 100%
Lasnamaée linnaoso, services
valukoja tn 8/1, 11415
Estonia
Kainos Worksmart SR.L Romania Bucuresti Sectorul 4, Software 100%
Caolea Vacaresti, services
Nr. 391, Intrareq A, Etaj 3, Sector 4,
Bucuresti, Romania
Kainos AS Norway clo Azets Insigt AS, Software 100%
Drammensveien, 151, services
0277 Oslo, Norway
Blackline Group, Inc. us 522 W Riverside Avenue, Software 100%
Suite 4197, Spokane, services
WA 99201, USA
Kainos Argentina S.AU. Argentina Av. del Libertodor 498, 13th floor, Softwara 100%
‘South’, Buenos Aires, Argenting services
Kainos (Philippines) Inc. Philippines 24/Floor Philam Life Tower, Software 100%
8767 Paseo de Roxas Avenue, Brgy. services

Bel-Air, Makati City, NCR,
Philippines 1226

There are no significant restrictions on the ability of the Group to access or use assets and settle liabilities.



Kaines Annucl report 2023

15. Right-of-use-assets

131

Property Cther Tow!
(£000s) (£0003) (£000s)

COST
1 April 2021 7,258 113 7,371
Additions 1025 - 1,025
Acquisitions through business combinations 358 - 358
Disposals (2,099) (26) (2,125)
Exchange adjustments 13 - 13
At 31 March 2022 6,555 87 6,642
Additions 751 - 751
Disposals (4,546) - (4,548)
Exchange adjustments 77 - 77
AT 31 MARCH 2023 2,837 87 2,924
ACCUMULATED DEPRECIATION
1 April 2021 3447 67 3,514
Charge for the vear 1,639 15 1,654
Elimination on disposal (1,666) (26) (1,692)
Exchange adjustments - - -
At 31 March 2022 3,420 56 3,476
Charge for the year 1,154 9 1,163
Elimination on disposal (3074) - (3,074}
Exchange adjustments 96 2 98
AT 31 MARCH 2023 1,596 67 1,663
CARRYING AMOUNT
AT 31 MARCH 2023 1,241 20 1,261
At 31 March 2022 3135 31 3,166

The Group leases several assets including buildings ond vehicles. The average lease term is 4.3 years (2022: 4.2 years) with an
option to renew the lease after the end of lease term. The Group is committed to £5.8 million for leases not yet commenced and
therefore not reflected as at 31 March 2023. The moturity onalysis of lease liabilities is presented in note 19.

Amounts recognised in profit or loss

2023 2022

(£0003) {£0003)

Depreciation expense on right-of Use'assets 1,163 1,654

Interest expense on lease liabilities 64 66

Expense relating to short-term and low value leases 722 877
Amounts recognised in statement of cash flows

2023 2022

(£0003) (£0009)

TOTAL CASH OUTFLOW FOR LEASES 1,861 2,352

At 31 March 2023, the Group is committed to £0.4 million (2022: £0.5 million) for short-term leases.
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16. Trade and other receivables
2023 2022
(£0003) (£000s)
Trade receivables 35,693 35,228
Other receivables 3,277 3,130
38,970 38,358
Prepayments 8,656 4,377
Accrued income 38,808 39,462
81,434 82,197

The Group’s accrued income (contract asset) balance solely relates to revenue from controcts with customers. Movements
in the accrued income balance were driven by transaoctions entered into by the Group within the normal course of business
in the vear.

Trade receivables is net of a loss allowance for impairment. Further information is disclosed in note 25.

17. Deferred tax

The following are the major deferred tox liabilities and assets recognised by the Group and movements thereon during the
current and prior reporting period.

Acceterated Short-term Deferred
capital Share-based tamporary taxon
oflowances paymont Tox losses differonces acquisitions Total
. (£0003) (£0003) (£0003} (£000%) (£0009) (£0003)
At 1 April 2021 (147) 2,214 14 2,215 (276) 4,020
Foreign exchonge differences - - - 52 - 52
Arising on acquisition - - - - (135) (135)
Adjustment for prior years 6 - (2) (705) 71 (637)
Rate change (46) (96) 1 216 - 75
Rate change (OCI) - 603 - - - 603
Debit to retained earnings - (883) - - - {883)
{Debit)/credit to profit (177) 90 (5] 1,143 137 1,187
At 31 March 2022 (364) 1,928 - 2921 (203) 4,282
Foreign exchange - - - 78 - 78
Adjustment for prior years (778) - - (366) - (1,144)
Reclassification from corporation tax - (312) - - - (312)
Debit to retained earnings N (931) - - - (331)
{Debit)/credit to profit 135 (206) - 1,201 - 1,130

AT 31 MARCH 2023 (1,007) 479 - 3,834 (203) 3,103
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Deferred tox ossets and liobilities are offset where the Group has a legally enforceable right to do so. The following is the

analysis of the deferred tax balances (after offset):

2023 2022
(£000%) (£0008)
Deferred tox asset 3,103 4,282
3,103 4,282

Deferred tax assets have been recognised in respect of all temporary differences giving rise to deferred tax assets where the

Directors believe it is probable that these assets will be recovered.

18. Cash and cash equivalents

2023 2022

{£0002) (£000s)

Cash at bank and in hand 42,431 61,385
Short-term deposits 65,871 15,224
CASH AND CASH EQUIVALENTS 108,302 76,609

Short-term deposits are made for varying periods of between one day and three months, depending on the immediate cash

requirements of the Group, ond earn interest ot the respective fixed short-term deposit rotes.

19. Lease liabilities

2023 2022

(£000) (£0003)
Less than one year 640 1,141
One to five years 835 2,329

1,475 3470
Less: unearned interest (96) (109)

1,379 3,361
ANALYSED AS:
Non-current 585 2,268
Current 794 1093
The Group does not have a significant liquidity risk with regard to its lease liabilities.
Reconciliation of movement of liabilities to cash flows arising from financing activities

2023 2022

(£0003) (60003)
1 Aprl 3,361 3,843
New leoses 751 1,028
Acquisition'through business'combinations = 358
Cash flow on principal (1,075) {1,409)
Cash flow on interest {64) (66)
Termination of lease agreements (1,496) -
Non-cash movement (98) (190)
31 MARCH 1,379 3,361
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20. Trade and other payables

2023 2022
(£0003) (£0005)

Trade payables and accruals 52,348 48,199
Deferred income 37,087 30,966
Current tax liabilities - 1,959
Cther tox and sociol security 12,068 11,917
101,503 94,041

Trade and other payables principally comprise amounts outstanding for trade purchases and ongoing costs, including payroll.
For most suppliers, no interest is charged on payables.

The deferred income can arise in respect of support contracts billed quarterly or annually in advonce and Saa$ agreements
which are billed annually in advance, with revenue being recognised for both over the contracted period. The period end
deferred income balance will be recognised within 12 months.

The Directors consider that the carrying amount of trade payables approximates to their fair value.

21. Provisions
Cther provisions are analysed as follows:

2023 2022
(£0002) (E000s)
Property-related provision 1,372 1,391
Onerous contract provision - 739
1,372 2130
2023 2022
(£000%) (E000s)
Current 341 B72
Non-current 1,031 1,258
1,372 2,130
Proparty- Onerous
relatad controct Tortal
(£000s) {£000s) {E£0003}
At 1 April 2022 1,391 739 2,130
Utilisation of provision (19) (739) (758)
AT 31 MARCH 2023 1,372 - 1,372

Property-related provision

The property-related provision represents monagement’s best astimate of the Group's liability for future contractual repair
works ot the end of the lease period recognised at the commencement of the lease. The relevant properties have lease end
dates ranging from July 2023 to September 2026.
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2023 2022
(£000%) (£000s)
ISSUED AND FULLY PAID:
ORDINARY SHARES
Opening balance 619 614
Issued during the year 4 [
TOTAL SHARE CAPITAL 623 619

The Company has one class of ordinary share which corries no right to fixed income. The Company’s Articles of Association do
not specify any limit on the total authorised share capital of the Compaony. The holders of ordinary shares are entitled to
receive dividends as declared from time to time and are entitled to one vote per share at meetings of the Company.

At 31 March 2023, the Compony had 124,628,176 issued ordinary shares (2022: 124,078,432) with a nominal value of £0.005
each.

During the year the Group issued 420,574 shares due to the exercise of vested options and the award of shares under the UK
SIP and ROt Restricted share schemes. The exercise price of options exercised during the yeor ranged from £0.005 per share to
£7.35 per share.

The Group issued 129,170 ordinary shares in respect of post-acquisition remuneration.

Nature and purpose of reserves
Shore-based payment reserve
The share option reserve comprises the charge for share options and equity-settled compensation for post-combination services.

Caopital reserve account

The capital reserve arises from the capital recrganisation which occurred in 2015, together with the fair value of consideration
given in excess of the nominal value of the ordinary shares issued on the acquisition of subsidiaries {interest of at least 90%) on
share for share exchange, in accordance with requirements of Section 612 of the Companies Act 2006.

Transiotion reserve
The translation reserve comprises all foreign currency differences arising from the translation of the financial statements of
foreign operations.

23. Share-based payments

Share-based payments
The Group has the following equity-settled share-based payment arrangements:

Kainos Group Performance Share Plan {PSP)

Share options are granted to employees as determined by the Remuneration Committee and will only vest in accordance with
the performance conditions established by the Committee. The options cannot generally be exercised within three years and
have a moximum life of 10 years. The options will be settled by the issue of new shares and there are no cash settlement
alternatives. Options ordinarily are forfeited if the employee leaves the Group before the options vest.

The.specific.performance.conditions relating.to.the.Group Rerformance.Share.Rlon.are.described.in further.detail os_port of

the Directors’ Remuneration Report.

Company Share Option Plan (CSOP)

Share options are granted to employees as determined by the Remuneration Committee. The CSOP is a sub-plan of the PSP
and permits the Company to grant CSOP options which have tax advantages pursuant to the provisions of Schedule 4 to the
Income Tox (Earnings & Pensions) Act 2003 {‘Schedule 4’). The options cannot be ordinarily exercised within three years and
have a maximum life of 10 years. Exercise of the options will be settled by the issue of shares and there are no cosh
alternatives. Options ordinarily ore forfeited if the employee leaves the Group before the options vest.
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23. Share-based payments cont.

Save as you Earn (SAYE) Scheme

The Group has an all-employee share plan open to UK employees. Employees who participate enter into a savings controct
under which they agree to sova between £5 and £150 per moenth (or such limit as may be permitted by the tax legistation
governing SAYE schemes from time to time) for three years. Options cannot be ordinarily exercised within three years and must
be exercised within six months of the end of the three-year period. Options ordinarily are forfeited if the employee leaves the
Group before the options vest. There are no cash settlement alternatives.

Republic of Ireland Share Option Scheme

The Group has a share option scheme for employees of Kainos Software Ireland Limited. This scheme utilised the PSP Scheme
to grant options to all eligible employees. Options cannot be ordinarily exercised within three years and must be exercised
within six months of the end of the three-year period. The options will be settled by shares and there are no cash alternatives.
Options ordinarily are forfeited if the employee leaves the Group before the options vest.

UK Share Incentive Plan (SIP)

The Group has estoblished a Share Incentive Plan for UK employees. Under this scheme all eligible employees are awarded a
number of shares determined by length of service of each employee ot a specified date for each respective grant. The shares
are held in trust for each employee by Equiniti Share Plan Trustees Limited, which also administers the scheme. A minimum
period of three years is imposed before the employee con withdraw. There are no cash settlement alternatives.

Republic of Ireland Restricted Share Scheme

The Group introduced a Restricted Share Scheme for all eligible employees of Kainos Software Ireland Limited. Under this
scheme all eligible employees were awarded a number of shares determined by length of service of each employee. A minimum
period of five years and one week is imposed before the employee can withdraw any free shares. The shares are held in trust
for the employees until they vest. There are no cash settlement alternatives.

Kainos Group plc Poland Share Plans

In order to replicate the shore-based awards available to staff in the UK and reland, the Group implemented the Kainos Group
ple Poland Share Plan. The Remuneration Committee may grant Share Options or Conditional Share Awards (CSA) to
employees of the Group’s Polish subsidiary. Share options will not generally be exercisable within three years and have a
maximum life of 3.5 years. Conditional Share Awards may be granted for free or ot a purchase price determined by the
Committee, Conditional Share Awards will generally be subject to a minimum three-year vesting period. All options and awards
will be satisfied out of newly issued shores and there are no cash settlement alternatives. Options and awards ordinarily are
forfeited if the employee leaves the Group before vesting occurs.

Kainos Group plc US Share Plans

In order to replicate the share-based awards available to staff in the UK and Ireland, the Group implemented the US
Conditional Share Award (CSA) which opplies to US employees only. The Remuneration Committee may grant Share Options or
Conditional Share Awards (CSA} to employees of the Group's US subsidiaries. Share options will not generally be exercisable
within three years and have a maximum life of 3.5 years. Conditional Share Awards may be granted for free or at a purchase
price determined by the Committee. Conditional Share Awards will generally be subject to a minimum three-year vesting
period. All options and awards will be satisfied out of newly issued shares and there are no cash settlement alternatives.
Options and awards ordinarily are forfeited if the employes leaves the Group before vesting occurs.

Fair values and awards outstanding

The fair value of shares awarded under the UK SIP scheme and the Republic of Ireland Restricted Share scheme is calculated
using the average middle market closing share price for the five days prior to award date. The total charge is adjusted for
attrition and recognised on a straight-line basis over the three-year vesting period.

For share awards under the PSP, SAYE, CSOP, Repubilic of Ireland (RO, US and Poland share option schemes, the fair volue

hos been measured using the Black-Scholes mode!. During the vear options were gronted on 28 June 2022, 18 November 2022
and 2 December 2022 (2022: 29 June 2021 and 10 December 2021) under the PSP, CSOP and SAYE option schemes, and

under the US and Poland CSA schemes. The aggregate of the estimated fair values of the options granted on those dates is
£4.4 million (2022: £5.7 million). The following table lists the key inputs to the model used in the yeor of grant. Expected volatility
waos determined by calculating the historical volatility of the Group’s share price over an appropriate period to the period
assessed ot grant date.
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Grantod Gronved
during year during yeor
to 31 March t0 31 March

PSP 2029 2022
Weighted-overage exercise price £0.01 £001
Fair value at grant dote £8.92-£1049 £8.79-£13.96
Share price at grant £11.29 £14.66
Expected volatility a7% 47%
Expected life (years) 4.0 40
Risk-free interest rate 21% 0.4%
Expected dividends per annum 1.7% 11%

Granted Granted
during yeor during year
to 31 March 1o 31 March

csopP 2029 2022
Weighted-average exercise price £10.81 £14.66
Fair value £2.69 €311
Share price at gront £11.29 £14.66
Expected volatility a7% 47%
Expected life (years) 4.0 40
Risk-free interest rote 21% 0.4%
Expected dividends per annum 1.7% 11%

Grantod Gronted
during yoar «  during year
to 31 March to 31 Merch

UK SAYE 2023 2022
Weighted-average exercise price £9.92 -
Fair value £2.86 -
Share price at gront £11.29 -
Expected volatility a47% -
Expected life (years) 3.28 -
Risk-free interest rate 21% -
Expected dividends per annum 1.7% -

Granted Gronted
during year during vear
to 31 March 10 31 March

ROl share options 2023 2022
Weighted-average exercise price £9.92 -
Fair volue £2.86 -
Share price at gront £11.29 -
Expected volatility a7% -
Expected life (years) 3.28 -
Risk-free interest rote 21% -
Expected dividends per annum 1.7% -
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Granted Granted
during year guring yoear
to 31 March to 31 Morch
Poland share options 2023 2022
Weighted-average exercise price £9.92 -
Fair value £2.86 -
Share price at grant £11.29 -
Expected volatility 47% -
Expected life (years) 3.25 -
Risk-free interest rate 21% -
Expected dividends per annum 1.7% -
Grantod Grantod
during yoar during year
to 31 March to 31 March
Poland CSA 2023 2022
Weighted-average exercise price £0.01 £0.01
Fair value £14.70 £17.36
Share price at gront £15.62 £18.09
Expected volatility 47% 48%
Expected hife (yeors) 3.25 3s
Risk-free interest rote 3.3% 0.5%
Expected dividends per annum 1.7% 1.1%
Granted Gronted
during yoar during year
to 81 Morch to 31 March
US CSA 2023 2022
Weighted-average exercise price £0.01 -
Fair value £15.15 -
Share price ot grant £1610 -
Expected volatility a7% -
Expected life (years) 3.25 -
Risk-free interest nate 3.3% -

Expected dividends per annum 1.7% -
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Number of shore options 2022/2023
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PSP UK SAYE csop us ROI Polond Tota)
(000 1000 (000s) 0002 (000s) (000s} (000s)
Outstanding at 31 March 2022 599 350 284 - 10 307 1,550
Granted during period 104 465 41 43 12 199 864
Exercised during the period {46) (1) 27) - - (67) (141)
Forfeited during the period (12) (39) (¢4} (68} - (60) (115)
OUTSTANDING AT 31 MARCH 2023 €45 779 piil 42 22 379 2,158
EXERCISABLE AT THE END OF THE YEAR 337 - 180 - - - 517
Weighted averoge exercise price 2022/2023
PSP UK SAYE csop us ROl Poland
€ € £ e e £
Outstanding at 31 March 2022 0.00S 6.20 476 - 6.20 2.56
Gronted during period 0.005 992 1081 0.005 992 445
Exercised during the period 0005 6.20 $.80 - - 0.005
Forfeited during the period 0.005 8.39 1115 0005 - 474
OUTSTANDING AT 31 MARCH 2023 0.00S 8.36 §.43 0.005 8.36 517
EXERCISABLE AT THE END OF THE YEAR 0.005 - 265 - - -
Number of share options 2021/2022
Psp UK SAYE csop ROI Poland Total
(0005) {000s) (000s) (000s) {000s) (000s)
Outstonding at 31 March 2021 645 822 421 28 539 2,455
Granted during period 89 - 28 - 42 159
Exercised during the period 124) (413) (135) an (237} (926)
Forfeited during the period (11) (59) (30) (1} (37} (138}
OUTSTANDING AT 31 MARCH 2022 599 350 284 10 307 1,550
EXERCISABLE AT THE END OF THE YEAR 236 - 170 - - 406
Weighted average exercise price 20212022
PSP UK SAYE csop RO Poland
[3 £ £ € e
Outstanding at 31 March 2021 0,005 472 3.26 440 274
Granted during period 0005 - 1466 - 0.005
Exercised during the period 0,005 3.36 187 3.36 252
Farfeited during the period 0.005 5589 611 6.20 256
OUTSTANDING AT 31 MARCH 2022 0.005 6.20 476 6.20 256
EXERCISABLE AT THE END OF THE YEAR 0005 - 216 - -

The weighted aoverage share price ot the dote of exercise of share options exercised during the year was £21.99 (2022: £17.43).

The options outstanding at 31 March 2023 had an exercise price in the range of £0.00S5 to £14.66 (2022: £€0.005 to £14.66) and
a weighted-average contractual life of 6.32 years (2022: 4,48 years).
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23. Share-based payments cont.
Reconciliation of outstanding share options and share awards cont.

Restricted shares

UK SIP RO Total

(000s) 10009 (000s)
Outstanding ot 31 Morch 2022 1,417 25 1,442
Granted during period 348 s 350
Releosed during the period {155} (S) {(160)
Forfeited during the period (72} 1) {73)
OUTSTANDING AT 31 MARCH 2023 1,838 24 1,559
Restricted shares

UK SIP ROI Total

0005} 000s) (000s)
Outstanding at 31 March 2021 1,398 32 1,430
Granted during period 212 3 218
Released during the period (62) (9) {(71)
Forfeited during the period {131) (1) {132)
OUTSTANDING AT 31 MARCH 2022 1,417 25 1,442

Cash-settled share-based payment arrangements

The foir volue of the amount payable to employees in raspect of share options, which are settled in cash, is recognised as an
expense with a corresponding increase in liobilities, over the period during which the employees become unconditionally
entitled to poyment. Bosed on share price information, the liability is remeasured at each reporting date and at the settlement
date. At 31 March 2023 the liability recognised was £2.8 million {2022: £1.9 million).

Expense recognised in the profit or loss

The Group recognised a tota! expense of £8.5 million related to share-based payment transactions during the year
{2022: £6.7 million). Of this amount £8.2 million (2022: £6.1 million) has been recognised as an employee benefit expense
in the share-based payment reserve. The remaining charge relates to cash-settled share-based payment arrangements
and national insuronce contributions associated with share-based payment arrangements.

Compensation for post-combination services

Of the total expense recognised above, £3.2 million {2022: £3.0 million) relates to compensation for post-combination
remuneration. In connection with the Group’s acquisitions there are contingent consideration arrangements in place,

which are subject to future service conditions being met and are settled through the allotment of shares. This equity-settled
share-based payment expense is recognised over the service periods based on the grant date fair value.

24. Pensions

The Group operates three defined contribution retirement benefit schemes. The assets of the schemes are held separately
from those of the Group in independently administered funds under the control of trustees. The total cost charged to the
income statement of £7.9 million (2022:; £6.0 million) represents contributions payable to these funds by the Group ot rates
specified in the rules of the schemes. As ot 31 March 2023, contributions of £0.1 million {2022: £0.1 million) were payable to the
funds and are included in trade creditors and accruals (note 20).
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The following table shows the carrying amounts and fair values of financial assets and liabilities. The carrying amount of all
financial assets and liabilities not measured ot fair volue are considered to be a reasonable approximation of fair value.

Financiaf
assots ot Other
amortdsed financial
FVPL cost liabilities Total Fair vatue

31 MARCH 2023 (£000%) (£0003) (£0003) {£0003) (£0003) Loved
FINANCIAL ASSETS MEASURED AT FAIR VALUE:
Investments in equity instruments 1,299 - - 1,299 1,299 3
FINANCIAL ASSETS NOT MEASURED AT FAIR VALUE:
Trade and other receivables - 38,970 - 38,970 - -
Cash and cash equivalents - 108,302 - 108,302 - -
FINANCIAL LIABILITIES MEASURED AT FAIR VALUE:
Cash settled share-based payments 2,771 - - 2,771 2,771 1
FINANCIAL LIABILITIES NOT MEASURED AT FAIR VALUE:
Trade payables - - 3,860 3,860 - -
Other tax and social security - - 12,068 12,068 - -

Financlal

assetsat Other

amortised financiol
FVPL cost liabilities Towal Foir value

31 MARCH 2022 (£000s) {£000s} {£0003%) (£000s) (£000s) Lovel
FINANCIAL ASSETS MEASURED AT FAIR VALUE:
Investments in equity instruments 1,343 - - 1,343 1,343 3
FINANCIAL ASSETS NOT MEASURED AT FAIR VALUE:
Trade ond other receivables - 38,358 - 38,358 - -
Cash and cash equivalents - 76,609 - 76,608 - -
FINANCIAL LIABILITIES MEASURED AT FAIR VALUE:
Caosh settled shore-based payments 1,947 - - 1,947 1,947 1
FINANCIAL LIABILITIES NOT MEASURED AT FAIR VALUE:
Trade payables - - 3,803 3,803 - -
Other tox and social security - - 11,917 11917 - -
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25. Financial instruments cont.

Measurement of level 3 fair values

Investment in equity instruments

The Group continues to hold an investment in equity instruments in an unlisted company. The fair value of the investment
is considered to be consistent with initiol cost as there has been no material change in the underlying business and its
environment since initial investment.

Financial risk menagement objectives

The Group's Corporate Treasury function provides services to the business, manages and forecasts cash bolances on each
bank account held and researches available focilities and reports to the CFO on the financial risks reloting to the operations of
the Group. These risks include market risk (including currency risk, interest rote risk and price risk), credit risk and liquidity risk.

The use of financiol derivatives is governed by the Group's policies approved by the Board of Directors, which provide written
principles on foreign exchange risk, interest rate risk, credit risk, the use of financial derivatives and non-derivative financial
instruments, ond the investment of excess liquidity. Compliance with policies and exposure limits is reviewed by the CFO and
the Finance function on o continuous basis. The Group does not enter into or trade financial instruments, including derivative
finonciol instruments, for speculative purposes. There are no financial derivotives held ot year end (2022: nil).

The Finance function provides updates to the Audit Committee so it can monitor risk and policies implemented to mitigate risk
exposures,

Market risk

The Group's activities expose it primarily to the financial risks of changes in foreign currency exchange rates and interest
rates. This risk is measured through the Group’s budgeting and cash flow forecasting processes, which identify net foreign
currency exposures in Polish Zloty, Euro and US Dollars. The Finonce function quantifies ond suggests risk mitigation
measures to manage the risk in accordance with Group policies and obtains CFO approval for implementation of these risk
mitigation procedures.

There has been no change to the nature of market risk which the Group was exposed to during the year.

Foreign currency risk manogement

The Group ¢considers currency risk to relate to the soles ond purchases made by Group subsidiaries in a currency other thon
their functionaol currency, resulting in foreign currency trade receivables and trade payables balances. The table below details
this exposure:

Licbilittes Assets

2023 2022 2023 2022

(£0008) (£0008) (£0008) {£0003)

Polish Ztoty - 2577 48 3126
Euro 146 184 4,378 2,210
US Dollar 583 706 537 3752
Canadion Doliar 1 517 8,300 -
Oonish Krone - - - 170

Swedish Krona 2 204 20 76
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25. Financial instruments cont.

Market risk cont.
Foreign currency sensitivity analysis
The following exchanges rates were applied at the reporting date.

2023 2022
Polish Ztoty §.312 $.481
Euro 1.136 1179
US Dollar ' 1238 1314
Canadian Dollar 1676 1642
Danish Krone 8.464 8773
Swedish Krono 12.829 12184

The following table details the Group's sensitivity to a 1% increase in Sterling units (GBP) against the relevant foraign
currencies. The sensitivity analysis includes only outstanding foreign currency-denominoted monetary items and adjusts
their translation ot the year end for a 1% change in foreign currency rates. A positive number below indicates an increase

in profit and other equity where Sterling strengthens 1% against the relevant currency. For a 1% weakening of Sterling against
the relevont currency, there would be a compaorable impaoct on the profit and other equity and the bolances below would

be opposite:

Eurcimpact PLN [mpoct USD impact
2023 2022 2023 2022 2023 2022
(C000R) (£000s) {£000} (£0003) (£0003) {£0009)
1% increase in strength of GBP {42} (20 ()] (s 0o (30)

Forward foreign exchonge controcts
The Group may enter into forward foreign exchange contracts to manage the risk associated with anticipated costs for
@ period up to 12 months.

There were no forward contracts entered into during the year and subsequently there are no outstanding forward contracts
ot 31 March 2023 (2022: nil).

The Group does not currently hedge expected future revenue denominated in Euro or US Dollars. The Finance function
minimises exposure to currency risk by converting surplus foreign currency balances into Pounds Sterling on a regular basis
while ensuring the bolance remaining in foreign currency is sufficient to meet working capital requirements.

Interest rate risk management

The Group has no borrowings ond therefore the exposure to interest rate risk is limited to the rates received as interest
income on cosh deposits. Bank deposit interest incoma amounted to £1.5 million during the year ended 31 March 2023
{2022: £0.1 million). Due to the limited exposure to interest rate risk no sensitivity analysis has been performed.

Credit risk management

Trade receivables and occrued income

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Group..In.order.to.minimise.credit.risk, the Group.has.adopted.a.policy.of.only.dealing.with.creditwarthy.counterparties

and obtaining sufficient collateral, where appropriate, as a means of mitigating the risk of financial loss from default. The
concentration of credit risk is limited due to the customer base consisting largely of public sector bodies, state agencies and
blue-chip corporates. The Group uses publicly available financial information and its own trading records to rate its major
customers.

The typical credit period extended to customers is 30 days. Generally, no interest is charged on outstanding trade receivables.
The maximum exposure on trade receivables and accrued income, as at the reporting date, is their carrying value.

Credit approvals and other monitoring procedures are also in place to ensure thot follow-up action is taken to recover overdue
debts on an ongoing basis. Furthermore, the Group reviews the recoverable amount of each trade debt and accrued income
balance on an individual basis at the end of the reporting period to ensure that an adequate loss allowance is made for
irrecoverable amounts.
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25. Financial instruments cont.
Credit risk management cont.
Trode receivables and accrued income cont.
Expected credit losses are measured using a provisioning matrix, applying a simplified approach based on the Group's
historical experience ond informed credit assessment, and adjusted, when required, to take into account current macro-
economic factors. The provision matrix is calculoted separately for exposures based on the industry in which the customer
operates. For certain significant customers the Group applies credit judgement that is determined to be predictive of the risk
of expected credit loss, toking into account external ratings, financial statements and other available information before
applying a provision matrix to the residual population.
Accrued income relates to contractual revenue recognised not yet invoiced and is assessed for recoverability at the reporting
date. At 31 March 2023, accrued income of £38.8 million (2022: £39.5 million).
The following table provides information about the exposure to credit risk and ECLs.
Expectod QGrozss carrying Loss
loss rato amount aflowance
31 MARCH 2023 % (£0003) (£0003)
Accrued income <1 38,946 138
Not past due 1 24,297 254
Past due 1-90 doys 4 11,572 489
Post due 91 + s7 1,307 740
BALANCE AT 31 MARCH 2023 76,122 1,621
Expoctod Gross carrying Loss
loss rate amount allowance
31 MARCH 2022 % (£000s} {£000%)
Accrued income <1 39,614 152
Not past due 2 22979 562
Past due 1-90 days 5 12,817 613
Past due 91 + 52 1,315 708
BALANCE AT 31 MARCH 2022 76,725 2,035
The movement in the allowance for impairment during the year was as follows:
2023 2022
(£000x) (£0003)
BALANCE AT THE BEGINNING OF THE PERIOD 2,035 1,551
Remeosurement of loss allowance 31) 1,669
Amounts recovered during the year (297) (1,063)
Amounts written off (26) (122)

BALANCE AT THE END OF THE PERIOD 1,621 2,038
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2S. Financial instruments cont.

Credit risk management cont.

Trode receivable ond accrued income concentration risk

The Group has evaluated the concentration of risk with respect to its trade receivables and accrued income balance and
considers it to be low. One customer (customer A) represents more than 10% of the accrued income and trode receivables
balances at 31 March 2023, At 31 March 2022, no single customer represented more than 10% of either the trade receivables
balance or the accrued income balance).

The table below presents the combined trade receivables and accrued income balances by geographic region ot 31 March:

2023 2022

(£0003) (£0003)

United Kingdom & Ireland 41,277 47,941
North America 23,652 18,064
Central Europe 9,347 8,225
Rest of world 228 460
74,501 74,690

Cosh and cash equivolents

The credit risk on liquid funds is limited because the counterparties are banks with high credit rotings assigned by
international credit rating agencies. As at 31 March 2023, all of the Group’s funds were held in counterparty banks with rotings
of ‘A’ and above (2022: ‘A’ or above), as gssessed by Fitch or Moody's.

The Group's exposure and the credit ratings of its counterparties are continuously monitored, and the aggregote value of
transactions concluded is spread omongst approved counterparties. Credit exposure is controlled by counterparty limits thot
ore reviewed and approved by the CFO in line with Group policies.

The ECL in respect of cash and cash equivalents is deemed not to be material.

Liquidity risk management

Ultimate responsibility for liquidity risk monagement rests with the Board of Diractors, which has estoblished an appropriate
liquidity risk management framework for the management of the Group’s short-, medium- and long-term funding and liquidity
management requirements. The Group manages liquidity risk by maintaining adequote reserves, banking facilities, by
continuoustly monitoring forecast and actuo! cash flows, and by matching the maturity profiles of financial assets and
liabilities.

Cash and cash equivalents comprise cash and short-term bank deposits. The interest rates obtained on the Group’s bank
deposits during the year attracted interest rates ranging between 0.05% to 4.2% per annum. The carrying amount of these
ossets is gpproximately equal to their fair value, Cash and cash equivalents ot the end of the reporting period as shown in the
consolidated statement of cash flows can be reconciled to the related items in the consolidated statement of financial position.
The Group expects to meet its obligations from existing cash balances and future operating cash flows.

The Group has a strong period end cash and treasury deposit balance of £108.3 million (2022: £76.6 million) ond no borrowings.
The Group does not anticipote requiring additional credit facilities to manoge liquidity.

Note 19 details the contractual maturity analysis for lease liabilities. There is no difference between the carrying value of trade

creditorsrand acerdalsand the contractudlcash flows in relotion to these omounts. The financial Tiabilities of the Group, with
the exception of laose liabilities (note 19), will be settled within 12 months of the financiol year end.

Capital risk monagement

The Group manages its capital to ensure that oll Group entities will be able to continue os going concerns while maximising the
return to shareholders. The Group's overall strategy remained unchanged throughout the period 1 April 2022 to 31 March 2023.
The capital structure of the Group consists of Compony equity only (comprising issued capital, reserves and retained
earnings). The Group is not subject to any externally imposed capital requirements and has no borrowings.
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26. Related party transactions

Bolances and transoctions between the Company and its subsidiaries, which are reloted parties, hove been eliminated on
consolidotion and are not disclosed in this note.

Remuneration of key management personnel
The remuneration of the Executive and Non-Executive Directors, who are the key management personne! of the Group, is set
out below in oggregate For each of the categories specified in IAS24 Related Party Disclosures.

2023 2022

(£0003} (£000s)
Short-term employee benefits (emoluments) 1,16S 1,432
Post-employment benefits (pension contributions) - 12
Gains on exercise of share options - 656
Share-based payments charge 139 183

1,304 2,253

Pension
No Directors are a member of the Group's defined contribution pension schemes (2022: one). Two Directors receive additional
solary in lieu of pension contributions.

Shore options
No Directors exercised options over shares in the Group (2022: two).

Highest paid director
Remuneration of the highest paid Director was £0.5 million (2022: £0.4 million), including pension contributions of £nil
(2022: £nil). The highest paid Director exercised no share options in the year (2022: nil).

Further information about the remuneration of individuo! Directors is provided in the Directors’ Remuneration Report.

Aggregate Executive Directors’ remuneration

2023 2022

(£0003) (£000s)
Short-term employee benefits (emoluments) 890 1,094
Post-employment benefits (pension contributions) - 12
Goins on exercise of share options - 656
Share-based payments charge 139 183

1,029 1,915
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27. Acquisitions
There were no acquisitions during the year ended 31 March 2023.

Prior year acquisitions
Cloudator
On 1 June 2021, Kainos acquired the entire share capital of Cloudator OY and its five subsidiaries.

Founded in 2011 in Helsinki, Finland, Cloudator offers services for the full suite of Workday enterprise cloud applications,
including Workday Financial Management, Workday Human Capital Management and Workday Adaptive Planning.

Cloudator is one of the most experienced Workday Services Partners in the Nordics with projects spanning the globe.
The acquisition of Cloudator's Workday division further increases Kainos' Workday presence in Europe.

From 1 June 2021 to 31 March 2022, Cloudator has contributed revenue of £3.9 million and a profit of £0.7 million. If the
acquisition had incurred on 1 April 2021, management estimates that revenue for the 12 months ended 31 March 2022
would have been £4.6 million and £0.9 million profit would have been recognised for this period.

The following table summarises the recognised amounts of assets and liabilities assumed at the acquisition date.
The purchase price adjustment with respect to the final working capital statement was included on o provisional pending
in the prior year financial statements but is now finalised.

Fair votue
(£000%)
Right-of-use asset 358
Trade and other receivables 778
Accrued income 201
Cash and cash equivalents 1,551
Trade and other payables (2,572)
Lease liabilities (358)
Deferred tax liabilities (135)
Deferred revenue (191)
Intangible assets 675
FAIR VALUE OF IDENTIFIABLE NET LIABILITIES 307
Goodwill 8,351
TOTAL CONSIDERATION 8,658
SATISFIED BY: (£0002)
Cash . 8,782
Purchase price adjustment (124)
TOTAL CONSIDERATION 8,658
OUTFLOW OF CASH AND CASH EQUIVALENTS (£000s)
Cash-consideration 8,782
Less cash and equivalents acquired (1,551}

NET CASH QUTFLOW 7.231
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27. Acquisitions cont.

Prior year acquisitions cont.

Goodwill

Goodwill arising on the acquisition reflacts the future economic benefits orising from assets that ore not capable of being
identified individually and recognised as seporate assets. The goodwill reflects the skilled and assembled workforce of the
acquired entity ond the anticipated profitability ond synergistic benefits orising from the combination. None of the goodwill
recognised is expected to be deductible for tax purposes.

Acquisition-related costs
The Group incurred acquisition-related costs of £0.5 million on legal and due diligence costs. These costs have been included
in operating expenses in the year ended 31 March 2022,

Une Consulting
On 1 September 2021, the Group acquired 100% of the share capital of Argentina-based Une Consulting SRL and the trade
ond assets of Une Consulting LLC (‘Une’).

Une has on experienced team of consultants who are working across multiple international projects in the Americas, as well as
Europe and Asio. The acquisition adds to Kainos' growing presence in North and South America, whilst enhancing the Group's
ability to bring value to its customers.

From 1 September 2021 to 31 March 2022, Une has contributed revenue of £1.6 million and £0.8 million profit for the period.
If the acquisition had incurred on 1 April 2021, management estimates thot revenue for the 12 months ended 31 March 2022
would have been £2.8 million and profit for thot period would have been £1.3 million.

The following table summarises the recognised amounts of assets and liabilities assumed ot the acquisition date.

Falr votue
(£0003)
Property, plant ond equipment 275
Cash and cash equivalents 76
Trade ond other receivables 159
Trade and other payobles . (128)
FAIR VALUE OF NET IDENTIFIABLE ASSETS 382
Goodwill 1,916
TOTAL CONSIDERATION 2,298
SATISFIED BY: (£0008)
Cash 1,012
Shares issued (64,767 ordinary shares) 1,286
TOTAL CONSIDERATION 2,298
(£0003)
Cash consideration 1,012
Less cash and equivolents acquired (76)
NET CASH OUTFLOW 936

Shores issued
The fair value of ordinary shares issued was based on the listed share price on 1 September 2021, the effactive date of contro!
(£19.86 per share).
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27. Acquisitions cont.

Une Consulting cont.

Goodwill

Goodwill has arisen on the acquisition and reflects the future economic benefits arising from assets that are not capable of
being identified individually and recognised as separate assets. The goodwill reflects the skilled and assembled workforce of
the acquired entity and the anticipated profitability ond synergistic benefits arising from the combination. None of the goodwifl
recognised is expected to be deductible for tax purposes.

Acquisition-related costs
The Group incurred acquisition-related costs of £0.2 million on legol and due diligence costs. These costs have been included
in operating expenses in the year ended 31 March 2022.

Blackline Group Inc.
On 1 Jonuary 2022, the Group ocquired 100% of the share capital of United States-based Blackline Group.

Established in 2009 ond headquartered in Washington state, Blackline Group is o speciality services firm that focuses on
procurement and is an experienced advisory partner for Workday Strategic Sourcing (formerly Scout RFP). The acquisition of
Blackline Group further strengthens Kainos' capabilities in the Workday, In¢.’s ecosystem and will allow Kainos to offer best-in-
class Workday Strotegic Sourcing advisory services to its customers, complementing its olready deep expertise across
Workday Financial Management, Workday Human Capital Management and Workday Adaptive Planning. The acquisition will
further enhance Kainos' Workday presence in North Americo ond Europe by adding over 50 spend management ond
procurement consultants from Blackline Group who will support the expansion of Kainos’ Workdoy capabilities, client base, and
expertise.

From 1 Jonuary 2022 to 31 March 2022, Blackline Group has contributed revenue of £2.2 million and £0.4 million profit for the
period. If the acquisition had incurred on 1 April 2021, management estimates that revenue for the 12 months ended 31 Morch
2022 would have been £8.7 million and profit for that pariod would have been £1.7 miillion.

The following table summarises the recognised amounts of ossets and liabilities assumed at the acquisition date. The
purchase price adjustment with respect to the final working copital statement was included on a provisional pending in the
prior year financial stotements but con now be considered final.

Feir vatue
(£0003)
Property, plant and equipment 32
Cash and cash equivalents 328
Trade and other receivables 226

Deferred income {239

Trade and other payables {405)
Intangible assets 3,719
FAIR VALUE OF NET IDENTIFIABLE ASSETS 3,661
Goodwill 5,366
TOTAL CONSIDERATION 9,027
Satisfied by: (20002}
Cash 8,929
Purchase price odjustment 98

TOTAL CONSIDERATION 9,027
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27. Acquisitions cont.
Blackline Group In¢. cont.

OUTFLOW OF CASH AND CASH EQUIVALENTS £000%)
Caosh consideration 8,929
Less cash ond equivalents acquired (328)
NET CASH OUTFLOW 8,601
Goodwill

Goadwill has arisen on the acquisition and reflects the future economic benefits orising from assets that are not capable

of being identified individually ond recognised as separate assets. The goodwill refiects the skilled and assembled workforce
of the acquired entity ond the anticipoted profitability and synergistic benefits arising from the combination. None of the
goodwill recognised is expected to be deductible for tax purposes.

Acquisition-related costs
The Group incurred ocquisition-reloted costs of £0.3 million on legal and due diligence costs. These costs have been included
in operating expenses.

Planalyse

On 9 February 2022, Kainos BV entered into a customer referral agreement with Planalyse BV (‘Plonalyse’), a Netherlands-
bosed Workdoy Adoptive Planning partner. As port of the agreement, Planalyse referred all existing customers to Kainos BV,
and the Group welcomed their six existing employees. Although not a material transaction in the context of the prior year
financial statements, it is worthy of note given this transaction further strengthened Kainos’ Workday Adaptive Planning
delivery caopabilities across Europe.

Compensation for post-combination services

In respect of previous acquisitions of the Group, additional compensation for post-combination services of up to £3.7 million
(2022: £8.6 million) will be payable in future periods to Jonuary 2028, subject to future service conditions being met. Amounts
reloting to compensation for post-combination services are recognised as an expense over the service period. During the year,
o charge of £4.2 million (2022: £5.5 million) has been recognised for compensotion for post-combination services in operating
expenses. Of this amount £3.2 million (2022: £3.0 million) relates to share-based poyment arrangements ond has been credited
to equity.

28. Subsequent events

There have been no significant events subsequent to year end thot would require adjustment or disclosure in these
consolidoted financial stotements.
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2023 2022
Notes (€000} (£0003)
NON-CURRENT ASSETS
Investments in subsidiaries 4 6,524 6,524
Receivables S 8,621 10,251
15,145 16,775
CURRENT ASSETS
Receivables S 10,799 8321
Prepoyments 524 398
Cash at bank and in hand 55,385 41,511
66,708 50,230
Payables: Amounts folling due within one year 6 {8,902) (1,313)
NET CURRENT ASSETS 57,806 48911
TOTAL ASSETS LESS CURRENT LIABILITIES 72,951 65,686
NET ASSETS 72,951 65,686
CAPITAL AND RESERVES
Share capital 7 623 619
Share premium account 6,567 6,433
Share-bosed payments reserve 23,394 15171
Copital reserve 8,820 8,820
Profit and loss account 33,547 34,643
SHAREHOLDERS' FUNDS 72,951 65,686

As permitted by section 408 of the Companies Act 20086, the parent Company has elected not to present its own profit and loss
account for the year. The parent Company reported a profit for the year of £27.9 million {2022: £18.8 million).

The financial statements of Kainos Group ple (registered number 09579188) were approved by the Board of Directors and

outhorised for issue on 19 May 2023. They were signed on its behalf by:

z

Richard McCann
Director
19 May 2023
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COMPANY STATEMENT OF CHANGES IN EQUITY

pm:::: Sharo-based Capkhtal Retained

Share capital account payments reserve earnings Total equity

(0003} (£0003) {£0005) (£000s) (20005} (€£0003)

Balance at 31 March 2021 614 5,737 9,083 5934 43,154 64,522
Profit and totol comprehensive income - - - - 18,758 18,758
Issue of share capital — share options exercised 5 2,296 - - - 2,301
Equity settled share-based payments - - 6,088 - - 6,088
Current tax for equity-settled share-based payments - - - - 34 34
Deferred tax for equity-settled share-bosed payments - - - - 116 116
Transfar between reserves'®® (1,600) - 1,600 - -
Issue of shares as purchase consideration - - - 1,286 - 1,286
Dividends - - - - (27,419)  (27.419)
Balance at 81 March 2022 619 6,433 15,171 8,820 34,643 65,686
Profit and total comprehensive income - - - - 27,942 27,942
Issue of share capital - share options exercised q 134 - - - 138
Equity settled share-bosed payments - - 8,223 - - 8,223
Deferred tax for equity-settled share-based payments - - - - (604) (604)
Dividends - - - - (28,434) (28,434)
BALANCE AT 31 MARCH 2023 623 6,567 23,3944 8,820 33,547 72,951

(23) Pramium on shares issued as consid ion in FY20
of the Companies Act 2008, S612.

(24) £121 million relates to exorcisod or lapsed options or fully vested free share awards ond is considerod distributable.

ified from share premium account to copital reserve, in accordance with the requirements
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

1. General Information

Kainos Group plc (‘the Company’) is o public company limited by shares incorporated in the United Kingdom under the
Companies Act 2006 and is registered in England and Wales (company registration number 09579188), having its registered
office at 21 Farringdon Road, 2nd Floor, London EC1M 3HA.

2. Significant accounting policies

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework ('FRS101"). In preparing these financial statements, the Company applies the recognition, measurement and
disclosure requirements of UK-adopted international accounting standards (‘Adopted IFRSs’) but makes amendments where
necessary in order to comply with Companies Act 2006 and has set out below where advantage of the FRS101 disclosure
exemptions has been taken.

In these financial statements, the Compony has applied the exemptions available under FRS101 in respect of the following
disclosures:

» Cash flow statement and reloted notes;

+ Certain disclosures regarding revenuse;

+ Certain disclosures regarding leoses;

» Comparative period reconciliations for share capital;

« Disclosures in respect of transactions with wholly owned subsidiaries;

+ Disclosures in respect of capital management;

« The effects of new but not yet effective IFRSs;

» Disclosures in respect of the compensation of key management personnel.

As the consolidated financiol statements inctude the equivalent disclosures, the Company has also taken the exemptions
under FRS101 ovailable in respect of the following disclosures:

» IFRS2 Share-based payments in respect of Group settled share-based payments
« Certain disclosures required by IFRS$13 Fair Volue Measurement, and the disclosures required by IFRS7 Finoncial Instrument
Disclosures.

The financial stotements have been prepared on the historical cost basis. The principal accounting policies adopted ore the
same as those set out in note 3 to the consolidated finoncial stotements, including the following policies applicable to the
Company.

Investments in fingncial assets
Investments in subsidiaries are stated at cost and, where oppropriate, less allowances for impairment.

Share-based payments

Where the Company has granted rights to its equity instruments to employees of other Group companies, such arrangements
are accounted for as equity-settled share-based payment arrangements. The share-based poyment expense relating to
employees of other Group companies is recharged to these companies.

Accounting judgements and key sources of estimation uncertainty

The Directors have identified no key sources of estimation uncertainty that may have o significant risk of causing o material
adjustment to the carrying omounts of assets and liabilities within the next financial year. Furthermore, no individuat
judgements have been made that have a significant impact on the Company financial statements.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS
CONTINUED

3. Profit for the year

Under section 408 of the Companies Act 2006 the Company is exempt from the requirement to present its own profit and loss
account. The parent Company reported a profit for the year of £27.9 million (2022: £18.8 million).

The auditor’s remuneration for audit ond other services is disclosed in note 6 to the consolidated financial stotements.

The average monthly number of employees {including Executive Directors) was two, Brendan Mooney and Richard McCann
{2022: two).

2023 2022

£0003) (£000%)
Wages and salaries 865 884
Social security costs 125 89
Other pension costs 24 33
Share-bosed poyments 139 129

1,153 1,135

Pension amounts for Brendan Mooney and Richard McCann are payments in lieu of pension.
Further information about share-based payments is provided in note 23 to the consolidated financial statements.

4. Investments in subsidiaries

(£0003)
Cost and carrying amount
AT 31 MARCH 2022 AND 31 MARCH 2023 6,524
Details of the Group's subsidiaries at 31 March 2023 are included in note 14 of the consolidated financial statements,
5. Receoivables
2023 2022
(£0008) (£0005)
AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR:
Amounts owed from Group undertakings 8,415 9,433
Deferred tax assets 206 818
8,621 10,281
AMOUNTS FALLING DUE WITHIN ONE YEAR:
Amounts owed from Group undertakings 10,723 8,123
Current tax assets - 36
Other receivables 76 162
10,799 8,321

The deferred tax asset relates to share-based payments.

Amounts owed from other Group companies are unsecured and carry interest of between 3%-5% per annum charged on the
average outstanding loan bolances. Monagement has assessed that the estimated credit loss on such balances is insignificant
ond, on this basis, have not provided for an expected credit loss on this balonce.
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6. Payables: Amounts falling due within one year

195

2023 2022
{£000s) (£000s)
Trade creditors and accruals 1,326 1,261
Bonk overdraft 7,325 -
Amounts owed to Group undertakings 214 21
Other tax and sociol security 37 37
Current tax liabilities - -
8,902 1,319

Bank overdraft amount relates to Group cosh pooling arrangements.

Amounts owed to other Group companies are repayable on demaond, unsecured ond carry interest of between 3%-5% per

annum charged on the average outstanding loon balonces.

7. Share capital

Information on share capital and movements during the year is included in note 22 of the consolidated finoncial statements.

8. Distributable reserves

The Company’s distributable reserves as at 31 March 2023 total £45.6 million (2022: £44.9 million).

9. Commitments

As part of the Group’s insurance arrangements, the Company has an obligation at 31 Morch 2023 to transfer £2.5 million
in exchange for the share capital of o cell in a protected cell company. The payment was made in April 2023 and was funded

from existing cash at bank held by the Company.
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DEFINITION OF TERMS

Definition of terms Constant currency (ccy): Excludes the effect of foreign
currency exchange rate fluctuations on year-on-year
performance by transloting the relevant prior vear figure
at current year average exchange rates.

We use the following definitions for our key metrics:

Active customer: a customer who has poid us to deliver o
roduct or service within the current financial year.

P v Contracted backlog: the value of contracted revenue that

Adjusted EBITDA: calculated as being adjusted pre-tox has yet to be recognised.

profit excluding interest, tox, depreciation of property, plant

and equipment and right-of-use assets, and amortisation of

intangible assets.

Compound annual growth rate {CAGR): annual growth rate
over a specified period of time.

Net revenue retention (NRR): is the percentage of recurring
revenue from existing customers we retained over the year.
This considers incregses or reductions in customer spending
and those customers where the engagement has ended;

it does not include revenue from new customers. NRR
therefore shows how our business could continue to grow
solely from our current customer base alone, without
acquiring any new ones.

Adjusted pre-tax profit: profit before tax excluding the

effect of share-bosed payment expense, acquisition-related
expenses including amortisation of acquired intangible
assets and post-combination remuneration expense
(reloting to contingent deferred consideration subject

to future service conditions).

Annual Recurring Revenue (ARR): the value at the end of the
accounting period of the software ond subscription recurring

) : i from
revenue annudalised. Organic revenue: our revenues excluding revenue fro|

acquisitions completed in the current and comparative

Bookings: the total value of sales contracted during reporting periods.

the period.
P Software as o service (Saas): is a software distribution

model that delivers application programs over the Internet,
with users typically accessing the program through a web
browser. Users pay an ongoing subscription to use the
software rather than purchasing it once and installing it.

Carbon net zero: any CO,, relaased into the atmosphere
from a company’s antire value chain is reduced as much
as possible and the rest is removed.

Carbon neutral: any CO, released into the atmosphere from
a company’s entire value chain activities is botanced by an
equivalent amount being removed.

Science Based Targets initiative (SBTi): partnership between
Carbon Disclosure Project (CDP), the United Nations Global
Compact, World Rasources Institute (WRI) and the World
Wide Fund for Nature (WWF) created to encourage
companies to design clearly defined emission reduction
plans in line with the Paris Agreement goals.

Cash conversion: cash generated from operating activities
as a percentage of adjusted EBITDA.

COMPANY INFORMATION

Kainos Group pic
Registered Office Business Address Registrar
2nd Floor Kainos House Link Group
21 Farringdon Road 4-6 Upper Crescent Central Square
London Belfost 29 Waellington Street
EC1M 3HA BT7 ANT Leeds
Northern Ireland LS1 4DL
Email: investorrelations@kainos.com Email: shareholdersenquiries@
linkgroup.co.uk
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